Records Retention Rules: AICPA and IRS

IRS Circular No. 230 Section 10.28, Return of Client’s Records

(a) In general, a practitioner must, at the request of a client, promptly return any and all
records of the client that are necessary for the client to comply with his or her federal tax
obligations. The practitioner may retain copies of the records returned to a client. The
existence of a dispute over fees generally does not relieve the practitioner of his or her
responsibility under this section. Nevertheless, if applicable state law allows or permits
the retention of a client’s records by a practitioner in the case of a dispute over fees for
services rendered, the practitioner need only return those records that must be attached to
the taxpayer’s return. The practitioner, however, must provide the client with reasonable
access to review and copy any additional records of the client retained by the practitioner
under state law that are necessary for the client to comply with his or her federal tax
obligations.

(b) For purposes of this section, Records of the client include all documents or written or
electronic materials provided to the practitioner, or obtained by the practitioner in the
course of the practitioner’s representation of the client, that preexisted the retention of the
practitioner by the client. The term also includes materials that were prepared by the
client or a third party (not including an employee or agent of the practitioner) at any time
and provided to the practitioner with respect to the subject matter of the representation.
The term also includes any return, claim for refund, schedule, affidavit, appraisal or any
other document prepared by the practitioner, or his or her employee or agent, that was
presented to the client with respect to a prior representation if such document is necessary
for the taxpayer to comply with his or her current federal tax obligations. The term does
not include any return, claim for refund, schedule, affidavit, appraisal or any other
document prepared by the practitioner or the practitioner’s firm, employees or agents if
the practitioner is withholding such document pending the client’s performance of its
contractual obligation to pay fees with respect to such document.

AICPA Code of Professional Conduct, ET Section 501.02

Response to Requests by Clients and Former Clients for Records
Terminology

The following terms are defined below solely for use with this interpretation:

Client provided records are accounting or other records belonging to the client that were
provided to the member by or on behalf of the client.

Client records prepared by the member are accounting or other records, for example, tax
returns, general ledgers, subsidiary journals, and supporting schedules such as detailed
employee payroll records and depreciation schedules, that the member was engaged to
prepare for the client.
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Supporting records are information not reflected in the client’s books and records that
are otherwise not available to the client with the result that the client’s financial
information is incomplete. For example, supporting records include adjusting, closing,
combining, or consolidating journal entries, including computations supporting such
entries, that are produced by the member during an engagement, for example, an audit.

Member’s working papers include, but are not limited to, audit programs, analytical
review schedules, and statistical sampling results, analyses, and schedules prepared by
the client at the request of the member.

Interpretation

When a client or former client (client) makes a request for client-provided records, client
records prepared by the member, or supporting records that are in the custody or control
of the member or the member’s firm (member) that have not previously been provided to
the client, the member should respond to the client’s request as follows:"

Client provided records in the member’s custody or control should be returned to the
client.

Client records prepared by the member should be provided to the client, except that
client records prepared by the member may be withheld if the preparation of such records
is not complete or there are fees due the member for the engagement to prepare those
records.

Supporting records relating to a completed and issued work product should be provided
to the client, except that such supporting records may be withheld if there are fees due to
the member for the specific work product.

Once the member has complied with these requirements, he or she is under no ethical
obligation to comply with any subsequent requests to again provide such records or
copies of such records. However, if subsequent to complying with a request, a client
experiences a loss of records due to a natural disaster or an act of war, the member should
comply with an additional request to provide such records.

Member’s working papers are the member’s property and need not be provided to the
client under provisions of this interpretation; however, such requirements may be
imposed by state and federal statutes and regulations, and contractual agreements.
In connection with any request for client-provided records, client records prepared by the
member, or supporting records, the member may:

e Charge the client a reasonable fee for the time and expense incurred to retrieve
and copy such records and require that such fee be paid prior to the time such
records are provided to the client;

e Provide the requested records in any format usable by the client’; and

e Make and retain copies of any records returned or provided to the client.
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Where a member is required to return or provide records to the client, the member should
comply with the client’s request as soon as practicable but, absent extenuating
circumstances, no later than 45 days after the request is made. The fact that the statutes of
the state in which the member practices grants the member a lien on certain records in his
or her custody or control does not relieve the member of his or her obligation to comply
with this interpretation. In addition, certain states have laws and regulations that impose
obligations on the member greater than the provisions of this interpretation and should be
complied with.

L The member is under no obligation to retain records for periods that exceed applicable
professional standards, state and federal statutes and regulations, and contractual agreements
relating to the service performed.

2 The member is not required to convert records that are not in electronic format to electronic
format. However if the client requests records in a specific format and the member was engaged
to prepare the records in that format, the client’s request should be honored.
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