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When you consider your storage needs for 
electronic documents, it seems simple – 
just add more magnetic storage. And it is 
a good thing that magnetic is so cheap 
because there are so many more files to 
store now and, due to recent legislation, 
files are being stored longer. If you 
consider electronic document storage as 
part of your system infrastructure and 
don’t think it needs to be justified, here 
are some thoughts on that. 
 
Many companies have traditionally had a 
difficult time managing the storage of 
paper documents – i.e., classifying them 
correctly, applying the correct retention 
date to the document, and even if the 
retention date is correct, companies don’t 
aggressively bring those boxes up for 
disposition when the destruction date has 
arrived. Companies with bad paper habits 
are bound to repeat their mistakes with 
electronic files, and the resulting mess 
will be even more difficult to resolve than 
with paper.  

Incorporate Records 
Management Rules 
One company I recently worked with 
purchased an electronic document 
management system for converting paper 
to image and maintaining/storing 
electronic files. Why did they finally buy 
this system? It could be because they had 
run out of physical storage space, 
including file cabinets in the hallways, 
and finding documents became, finally, 
overly burdensome and costly. When 
asked about including a records 
management module so that retention 
dates could be established, the answer was 

it is not in the budget this time, but they 
would consider it later.  
 
It will be a pretty good bet that this 
company will be in the same position with 
electronic documents that they were in 
with paper documents in a short period of 
time. Only this time, I think, it will be 
worse and resolution will be expensive. 
 
Here are some of the key challenges to 
consider when thinking about a system for 
storing electronic documents: 
 
Correct declaration of the record. This is 
simple. If a person generating records 
doesn’t have guidelines for declaring a 
record, they will either (a) declare 
everything a record or (b) forget to declare 
anything a record. If (a), you will have an 
electronic storage nightmare sooner than 
later and this will cause other problems as 
reviewed below. If (b), you may be in big 
financial trouble if an audit or litigation 
involving discovery presents itself and 
you cannot document your position. 
 
Correct classification of records. So, not 
only does a person have to know when to 
declare a record a record, they also have 
to know how to classify that record 
according to the corporate file plan. The 
result of mis-classification is that a record 
is either stored too long resulting in 
storage management problems, or it is not 
stored long enough, which results in 
possible spoliation issues should you have 
an audit or litigation.  
 
The above two tasks are the lynchpin for 
any successful electronic document 
storage management program. Without 
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proper declaration and classification of 
electronic records, you will have trouble 
with the following activities: 
 
1. Properly managing the storage 
media. Many companies have a 
hierarchical storage system that allows 
them to move records from on-line 
storage (high-cost) to near-line storage 
(lower cost), and finally to off-line storage 
for archival documents. If too many 
records are declared records and they are 
not classified correctly, there is a 
reasonable chance that everything will be 
on the most expensive storage and will not 
migrate to less costly storage. Timely 
movement of records through a 
hierarchical storage system will reduce the 
overall costs of storage. 

2. Destroying records on time. While it 
is simpler to keep everything forever, it is 
also costly in a number of ways. Of course 
the obvious is the ever-increasing amount 
of storage, and subsequent costs, but the 
more insidious problems are the cost of 
finding records goes up dramatically when 
we consider the costs of a discovery or 
audit procedure. If 50% of your records 
are past their retention period and become 
subject to a discovery process, you will, in 
essence, pay 50% more than if you had 
destroyed the records on time. 

3. Follow a business process. Having an 
organized procedure for the declaration 
and classification of records will reduce 
the time spent by individuals when they 
need to declare and classify records and 
will help when those records need to be 
retrieved. Like looking through an 
unorganized file cabinet, trying to find an 
electronic document can be a hopeless 
task, which ultimately costs more time 
and money for searching and then simply 
replacing the documents at an even 
greater cost. 

Summary 
The key to any return on investment 
planning, when considering electronic 
document storage needs, is to understand 
that all records must be properly declared 
and properly classified. Only when this 
has happened can you begin the 
systematic control of documents in an 
organized fashion.  
 
The need for system control of documents 
in today’s corporation is absolutely 
mandatory as the number of records and 
the many potential processes that run 
against them are beyond any manual 
efforts at this point.  
 
Without the proper controls in place, 
storage and associated costs will simply 
spiral out of control, not to mention the 
increased opportunity for not being able to 
document to the IRS a five million dollar 
deduction or being fined ten million 
dollars for not being able to produce 
business records on time. 
 
>>>>>>>>>>>>>>>>>>>>>>>>>>>> 
This article is for information purposes 
only and is not intended to provide legal 
advice on record retention schedules. 
 
If there is a topic you would like to see 
addressed in a future article, or you have a 
question that can be answered in a future 
article, please contact me at: 
info@erms.com  or call me at 415-381-
6217 to discuss your idea. 
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