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H1: Understanding the Basics of Accounting for
Insurance Recoveries

Accounting for insurance recoveries involves the proper recording of funds
received from insurance companies to compensate for losses incurred due to
insured events. This is a crucial aspect of financial reporting, requiring a
thorough understanding of relevant accounting standards (IFRS and GAAP) and
proper documentation. The process ensures accurate reflection of financial
performance and position. Incorrect accounting for insurance recoveries can
lead to misstated financial statements and potential legal repercussions.

H2: Accounting Standards and Regulations

The accounting treatment of insurance recoveries differs depending on the



nature of the loss and the type of insurance policy. Generally, the recovery
is accounted for in a way that offsets the expense related to the loss.

IFRS (International Financial Reporting Standards): IFRS requires that
insurance recoveries be recognized as a reduction of the expense related to
the loss. This means that the recovery is netted against the loss itself, not
recognized as separate income.

GAAP (Generally Accepted Accounting Principles): Similar to IFRS, GAAP
mandates that insurance recoveries are accounted for by reducing the expense
related to the loss. The specific approach may vary based on the nature of
the loss (e.g., property damage, business interruption).

Proper application of these standards is paramount for accurate financial
reporting and compliance with regulatory requirements.

H3: Common Scenarios in Accounting for Insurance
Recoveries

Various scenarios arise in accounting for insurance recoveries. These
include:

Recoveries for Property Damage: If a company experiences property damage
covered by insurance, the recovery is netted against the cost of repairs or
replacement.

Recoveries for Business Interruption: Insurance recoveries for business
interruption are credited to the expense account related to the interruption,
such as lost revenue or additional expenses incurred.

Recoveries for Liability Claims: Recoveries from liability insurance are
offset against the related legal and settlement expenses.

Subrogation: When the insurer recovers funds from a third party responsible
for the loss, this recovery is typically recorded separately from the initial
insurance proceeds.

H4: Best Practices in Accounting for Insurance
Recoveries

Effective accounting for insurance recoveries requires adherence to best
practices:

Detailed Documentation: Maintain comprehensive records of all insurance
policies, claims, correspondence with insurers, and supporting documentation
for all recoveries.

Segregation of Duties: Separate individuals should handle claims processing,



accounting for recoveries, and reconciliation to ensure accuracy and prevent
fraud.

Internal Controls: Implement robust internal controls to ensure timely and
accurate recording of insurance recoveries and prevent errors or omissions.

Regular Reconciliation: Regularly reconcile insurance proceeds received with
the corresponding expenses to ensure all recoveries are properly accounted
for.

H5: Common Pitfalls in Accounting for Insurance
Recoveries

Businesses often encounter several pitfalls when dealing with insurance
recoveries:

Incorrect Expense Recognition: Failing to properly identify the expense
account related to the loss.

Improper Timing of Recognition: Delaying the recognition of the recovery or
recognizing it in the wrong accounting period.

Lack of Documentation: Inadequate documentation leading to difficulty in
supporting the accounting treatment.

Inconsistent Application of Standards: Inconsistent application of accounting
standards across different claims.

Ignoring Subrogation Recoveries: Failing to account for recoveries the
insurer obtains from third parties.

H6: Addressing Challenges and Implementing Effective
Solutions

Effective management of accounting for insurance recoveries requires
proactive steps:

Develop clear policies and procedures: This helps to ensure consistency in
recording and reporting.

Invest in accounting software: Specialized accounting software can automate
certain processes and improve accuracy.

Provide ongoing training: Keep your accounting team updated on the latest
regulations and best practices.



Conclusion

Accurate accounting for insurance recoveries is critical for maintaining
reliable financial records and complying with accounting standards. By
following best practices, implementing robust internal controls, and
addressing potential pitfalls, businesses can ensure the correct recognition
of insurance proceeds and avoid costly errors or legal implications.
Understanding the intricacies of accounting for insurance recoveries is vital
for any organization seeking to maintain accurate and transparent financial
reporting.

FAQs

What is the difference between accounting for insurance recoveries under1.
IFRS and GAAP? While both IFRS and GAAP generally require netting the
recovery against the expense, slight differences might exist depending
on the specific nature of the loss. Consult the relevant standards for
precise guidance.

How do I account for a recovery that exceeds the original loss? Any1.
excess recovery is typically recognized as other income.

What happens if I fail to account for insurance recoveries properly?1.
This could lead to misstated financial statements, regulatory penalties,
and potential legal action.

What type of documentation is crucial for accounting for insurance1.
recoveries? Insurance policies, claims forms, correspondence with the
insurer, receipts, and any legal documentation related to the claim are
essential.

How often should I reconcile insurance recoveries? Regular1.
reconciliation, ideally monthly, is recommended to ensure accuracy and
timely detection of any discrepancies.



What is subrogation in the context of insurance recoveries? Subrogation1.
is when the insurer recovers money from a third party responsible for
the loss, which might be recorded separately from the initial claim.

Can I use spreadsheets to track insurance recoveries? Spreadsheets can1.
be used, but dedicated accounting software offers better control, audit
trails, and integration with other financial systems.

How should I account for insurance recoveries related to a lawsuit?1.
Recoveries related to lawsuits should be netted against legal expenses
and other related costs associated with the litigation.

What should I do if I discover an error in my accounting for insurance1.
recoveries? Correct the error promptly, document the correction, and
consider consulting with an accounting professional to ensure
compliance.

Related Articles:

Insurance Claim Processing: A Step-by-Step Guide: Covers the entire1.
claim process from initial reporting to settlement.

Internal Controls for Insurance Recoveries: Focuses on designing and2.
implementing effective internal controls to prevent fraud and error.

The Role of Forensic Accounting in Insurance Claim Audits: Explores the3.
use of forensic accounting techniques to investigate fraudulent claims.

Understanding Business Interruption Insurance and its Accounting4.
Treatment: Explains the nuances of accounting for business interruption
insurance recoveries.

Accounting for Property Damage Insurance Recoveries: Specifically5.
addresses the accounting treatment of recoveries for property damage
claims.

IFRS 17 and its Impact on Insurance Accounting: Discusses the6.
implications of the new IFRS standard for insurance companies.

GAAP vs. IFRS: A Comparison of Insurance Recovery Accounting: Provides a7.



side-by-side comparison of the two accounting standards.

Common Mistakes in Insurance Claim Accounting and How to Avoid Them:8.
Highlights frequently made errors and offers solutions to prevent them.

Using Technology to Improve Insurance Recovery Accounting: Explores the9.
use of technology to streamline the process and improve accuracy.
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Litigation; 11: Insurers' Defences; 12: Subrogation; 13: Double Insurance and Contribution; 14:
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MICHALIK (CHRIS.), Christopher Boys, 2023 Insurance claims are the reason for the existence of
the insurance industry. In this comprehensive work, authors Paul Michalik and Chris Boys put claims
at the heart of their analysis of insurance law in New Zealand. Insurance Claims in New Zealand is a
rigorous and complete presentation of the law relating to how insurance claims are made and
assessed in New Zealand. The authors examine issues arising at every level in the process -- from



determining the validity of the policy and resolving issues of coverage and exclusion, to assessing
the quantum of the loss or damage to be paid. Since 2015, when the first edition was published,
there have been a number of developments in Insurance law: the concept of post claim good faith
has developed; a number of outstanding unresolved issues have received judicial attention, including
the assignment of claims rights, and the fraudulent claims rule; the issue of insurers' liability for
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non-conviction based confiscation, civil actions, or other alternatives. This process can be
overwhelming for even the most experienced practitioners. It is exceptionally difficult for those
working in the context of failed states, widespread corruption, or limited resources. With this in
mind, the Stolen Asset Recovery (StAR) Initiative has developed and updated this Asset Recovery
Handbook: A Guide for Practitioners to assist those grappling with the strategic, organizational,
investigative, and legal challenges of recovering stolen assets. A practitioner-led project, the
Handbook provides common approaches to recovering stolen assets located in foreign jurisdictions,
identifies the challenges that practitioners are likely to encounter, and introduces good practices. It
includes examples of tools that can be used by practitioners, such as sample intelligence reports,
applications for court orders, and mutual legal assistance requests. StAR—the Stolen Asset Recovery
Initiative—is a partnership between the World Bank Group and the United Nations Office on Drugs
and Crime that supports international efforts to end safe havens for corrupt funds. StAR works with
developing countries and financial centers to prevent the laundering of the proceeds of corruption
and to facilitate more systematic and timely return of stolen assets.
  accounting for insurance recoveries: U.S. Master GAAP Guide Bill D. Jarnagin, 2008-09 In a
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Vanderhoof, Edward Altman, 2013-04-17 This book explores theoretical and practical implications of
reflecting the fair value of liabilities for insurance companies. In addition, the contributions discuss
the disclosure of these values to the financial and regulatory communities and auditing firms which



are actually calculating this illusive but important variable. It combines contributions by
distinguished practitioners from the insurance, accounting and finance fields, with those of
prominent academics. One of the central themes of the collection is that adequate disclosure of the
true economic value of insurance company liabilities is both possible and desirable. Wherever
possible, the insurance valuation process is wedded with modern financial theory. For example, the
use of option pricing theory is applied to insurance companies, where the true value of the firm's
liabilities is a critical variable. Methods such as cash flow, earned profit and indirect discount are
explored.
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Accounting Mitchell Franklin, Patty Graybeal, Dixon Cooper, 2019-04-11 The text and images in
this book are in grayscale. A hardback color version is available. Search for ISBN 9781680922929.
Principles of Accounting is designed to meet the scope and sequence requirements of a
two-semester accounting course that covers the fundamentals of financial and managerial
accounting. This book is specifically designed to appeal to both accounting and non-accounting
majors, exposing students to the core concepts of accounting in familiar ways to build a strong
foundation that can be applied across business fields. Each chapter opens with a relatable real-life
scenario for today's college student. Thoughtfully designed examples are presented throughout each
chapter, allowing students to build on emerging accounting knowledge. Concepts are further
reinforced through applicable connections to more detailed business processes. Students are
immersed in the why as well as the how aspects of accounting in order to reinforce concepts and
promote comprehension over rote memorization.
  accounting for insurance recoveries: Implementing Accrual Accounting in the Public Sector
Ms.Suzanne Flynn, Delphine Moretti, Joe Cavanagh, 2016-09-15 This technical note and manual
(TNM) explains what accrual accounting means for the public sector and discusses current trends in
moving from cash to accrual accounting. It outlines factors governments should consider in
preparing for the move and sequencing of the transition. The note recognizes that governments
considering accounting reforms will have different starting points across the public sector, different
objectives, and varying coverage of the existing financial statements, it therefore recommends that
governments consider each of these, and the materiality of stocks, flows and entities outside of
government accounts when planning reforms and design the sequencing and stages involved
accordingly. Building on international experiences, the note proposes four possible phases for
progressively increasing the financial operations reported in the balance sheet and operating
statement, with the ultimate aim of including all institutional units under the effective control of
government in fiscal reports.
  accounting for insurance recoveries: Insights into IFRS : KPMG's practical guide to
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2007 Dated October 2007. The publication is effective from October 2007, when it replaces
Government accounting. Annexes to this document may be viewed at www.hm-treasury.gov.uk
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fan of Alison Green's Ask a Manager column. This book is even better' Robert Sutton, author of The
No Asshole Rule and The Asshole Survival Guide 'Ask A Manager is the book I wish I'd had in my
desk drawer when I was starting out (or even, let's be honest, fifteen years in)' - Sarah Knight, New
York Times bestselling author of The Life-Changing Magic of Not Giving a F*ck A witty, practical
guide to navigating 200 difficult professional conversations Ten years as a workplace advice
columnist has taught Alison Green that people avoid awkward conversations in the office because
they don't know what to say. Thankfully, Alison does. In this incredibly helpful book, she takes on the
tough discussions you may need to have during your career. You'll learn what to say when: ·
colleagues push their work on you - then take credit for it · you accidentally trash-talk someone in an
email and hit 'reply all' · you're being micromanaged - or not being managed at all · your boss seems
unhappy with your work · you got too drunk at the Christmas party With sharp, sage advice and



candid letters from real-life readers, Ask a Manager will help you successfully navigate the stormy
seas of office life.
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to Be Used in Research and Development Activities AICPA, 2016-11-07 This new guide provides
guidance and illustrations regarding the initial and subsequent accounting for, valuation of, and
disclosures related to acquired intangible assets used in research and development activities (IPR&D
assets). This is a valuable resource for preparers of financial statements, auditors, accountants and
valuation specialists seeking an advanced understanding of the accounting, valuation, and
disclosures related to acquired IPR&D assets.
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International Accounting Standards Board, 2009
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Academies of Sciences, Engineering, and Medicine, Health and Medicine Division, Board on Health
Sciences Policy, Committee on Pain Management and Regulatory Strategies to Address Prescription
Opioid Abuse, 2017-10-28 Drug overdose, driven largely by overdose related to the use of opioids, is
now the leading cause of unintentional injury death in the United States. The ongoing opioid crisis
lies at the intersection of two public health challenges: reducing the burden of suffering from pain
and containing the rising toll of the harms that can arise from the use of opioid medications. Chronic
pain and opioid use disorder both represent complex human conditions affecting millions of
Americans and causing untold disability and loss of function. In the context of the growing opioid
problem, the U.S. Food and Drug Administration (FDA) launched an Opioids Action Plan in early
2016. As part of this plan, the FDA asked the National Academies of Sciences, Engineering, and
Medicine to convene a committee to update the state of the science on pain research, care, and
education and to identify actions the FDA and others can take to respond to the opioid epidemic,
with a particular focus on informing FDA's development of a formal method for incorporating
individual and societal considerations into its risk-benefit framework for opioid approval and
monitoring.
  accounting for insurance recoveries: GAAP Guidebook Steven M Bragg, 2020-11-08
Generally Accepted Accounting Principles (GAAP) are used as the basis for financial reporting. The
original GAAP documents span thousands of pages, and so are difficult to research. The GAAP
Guidebook solves this problem by condensing GAAP into a single volume. This book describes the
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  accounting for insurance recoveries: Accountants' Handbook, Special Industries and
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is the first place accountants, auditors, bankers, lawyers, financial analysts, and other preparers and
users of accounting information look to find answers to questions on accounting and financial
reporting. The new edition will be updated to reflect the new FASB Codification, as well as including
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  accounting for insurance recoveries: AICPA Professional Standards: Accounting American
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  accounting for insurance recoveries: AICPA Technical Questions and Answers, 2019 AICPA,
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  accounting for insurance recoveries: Health Care Entities, 2019 AICPA, 2020-01-09
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1996-02-01
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and ratemaking in General Insurance. It can be viewed as the next step in a progression from the
mathematical content of the preliminary examinations to the mixture of theory and practice in the
Fundamentals of Actuarial Practice Course to a practice-oriented approach. Professionalism
requirements are interspersed throughout - setting a context for the work that actuaries perform. A
very practical approach to education is given through varied examples that are linked from one
chapter to another, and from one part of the textbook to another. The examples encountered in one
chapter for four fictitious insurers (Auto Insurer, Dental Insurer, Collision Insurer, and Homeowners
Insurer) continue in later chapters, as well as in the appendices. Detailed examples are also
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not typically addressed in actuarial educational material.
  accounting for insurance recoveries: SEC Docket United States. Securities and Exchange
Commission, 2003
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Kass-Shraibman, Vijay S. Sampath, 2011-02-08 A practical, hands-on guide to forensic accounting
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Leases, and More, Second Edition updates you on the latest accounting regulations for all aspects of
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answer book for the practicing accountant.
  accounting for insurance recoveries: Health Care Entities, September 2017 AICPA,
2017-11-29 It is critical that auditors understand the complexities of the specialized accounting and
regulatory requirements of the health care industry. This guide is considered the industry standard
resource and the 2017 update contains practical, how-to guidance for accounting and auditing of
health care entities. Prepared and reviewed by industry experts to provide hands on, practical
guidance for those who work in and with health care entities, this 2017 edition includes relevant
GASB and FASB updates (including those related to private companies), and auditor involvement
with municipal securities findings. Further, SAS No. 133, Auditor Involvement With Exempt Offering
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filed with the Securities Exchange Commission (SEC). It sets forth relevant reporting and internal
control standards and discusses important issues affecting reporting entities, accountants, lawyers,
and environmental professionals.
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Joseph Olorunfemi Akande,
  accounting for insurance recoveries: Technical Questions and Answers AICPA,
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Technical Questions and Answers, a compilation of popular Q&As from the AICPA's Technical
Hotline. This resource includes non-authoritative literature on the following subjects: Financial
Statement Presentation Assets Liabilities and Deferred Credits Capital Revenue and Expense
Specialized Industry Problems Specialized Organizational Problems Audit Fieldwork Auditor's
Reports Attestation Engagements New Q&As have been added for: Revised Section 163(j) limitation
and evaluation of the realizability of a Section 163(j) carryforward (sections 3300.01-.02) Accounting
for costs incurred in connection with the implementation of electronic health record systems (section
6400.53) Financial presentation considerations related to transactions involving provider taxation
programs and similar arrangements (section 6400.54) Auditor assessment of a special-purpose
government's only immaterial fiduciary fund (sections 6950.23-.24) Reporting guidance upon initial
implementation of Statement on Auditing Standards no. 134, as amended (section 8100.04) OMB
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Additional Resources
Accounting considerations for insurance recoveries
Potential insurance recoveries in excess of recognized losses are evaluated
as gain contingencies and are precluded from recognition until the gain is
realized or realizable.

Accounting for Insurance Recoveries - cg.sc.gov
Mar 3, 2020 · Insurance recoveries were continually coming up for the CG’s
Office because of certain insurance related documents, transactions and
account balances that are routinely …

Basic Insurance Accounting—Selected Topics - Casualty …
Basic Insurance Accounting – Selected Topics The purpose of this study note
is to educate actuaries on certain basic insurance accounting topics that may
be omitted in other syllabus …

Applying IFRS: Accounting for the financial impact of natural …
publication provides a reminder of the existing accounting requirements that
should be considered when addressing the financial effects of natural
disasters, including: • Asset impairments • …

Quarter close Accounting and disclosure implications
classification of insurance recoveries: • The accounting guidance related to
environmental claims recoveries (ASC 410-30-45-4) requires recoveries to be
classified in the same line items as the …

Insurance Recoveries - No Asset Impairment - Colorado
Insurance recoveries from prior years are recorded as revenue without offset.
If the event is significant and meets the impairment tests defined in GASB
42, the accounting must comply …

ACCOUNTING AND FINANCIAL REPORTING FOR …
Statement also clarified and established accounting requirements for
insurance recoveries, including those not associated with asset impairments.
The requirements of GASB 42 are …

Attachment 18 - Insurance Recoveries
GASBS No. 42, Accounting and Financial Reporting for Impairment of Capital
Assets and for Insurance Recoveries, requires insurance recoveries to be
reflected in fund statements. …

TO: Financial Accounting Standards Board Related Insurance …
SUBJECT: Proposed Accounting Standards Update – Presentation of Insurance
Claims and Related Insurance Recoveries Overview The Financial Standards
Accounting Board (“FASB”) …

Insurance Accounting and Financial Reporting Update
We are pleased to present the 2020 edition of Deloitte’s Insurance —
Accounting and Financial Reporting Update. The topics discussed in this
publication were selected because they may be …



Statutory Issue Paper No. 104 Reinsurance Deposit …
guidance on how to account for insurance and reinsurance contracts that do no
transfer insurance risk. It applies to all entities and all insurance and
reinsurance contracts that do not transfer …

New Developments Summary - Grant Thornton International
As a result, the accounting for insurance proceeds expected to be received is
complex and requires an entity to make judgments and estimates related to
insurance recoveries that may …

CORE ACCOUNTING MODEL - Colorado
CORE ACCOUNTING MODEL . Asset Impairment with Insurance Recoveries . Used to
record insurance recoveries on impaired assets. This model assumes the
impairment is significant …

A Roadmap to Accounting for Contingencies and Loss …
We are pleased to present the inaugural edition of A Roadmap to Accounting
for Contingencies and Loss Recoveries. This Roadmap provides Deloitte’s
insights into and interpretations of the …

Attachment 18 - Insurance Recoveries
GASBS No. 42, Accounting and Financial Reporting for Impairment of Capital
Assets and for Insurance Recoveries, requires insurance recoveries to be
reflected in fund statements. …

Reinsurance Accounting & Strategy for the Actuary
In this paper, we provide a foundational discussion of the functions and
financial implications of reinsurance. Throughout the discussion, we provide
examples of the accounting treatment of …

Accounting considerations for insurance recoveries
Title: Accounting considerations for insurance recoveries Author: McKenna,
Megan Created Date: 6/27/2018 1:07:18 PM

Interpretation of the Emerging Accounting Issues Working …
Existing authoritative GAAP guidance relating to insurance recoveries
includes FASB Interpretation No. 30, Accounting for Involuntary Conversions
of Nonmonetary Assets to …

IFRS 17: Redefining Insurance Accounting - PwC
IFRS 17 will fundamentally change the accounting by all entities that issue
insurance contracts and investment contracts with discretionary participation
features. The standard applies to …

Reinsurance risk transfer and accounting key topics
• Note that this is the preferred accounting, because it allows a company to
basically offset its incurred costs with recoveries under the reinsurance,
whereas the retroactive reinsurance …

Accounting considerations for insurance recoveries
Potential insurance recoveries in excess of recognized losses are evaluated



as gain contingencies and are precluded from …

Accounting for Insurance Recoveries - cg.sc.gov
Mar 3, 2020 · Insurance recoveries were continually coming up for the CG’s
Office because of certain insurance related …

Basic Insurance Accounting—Selected Topics
Basic Insurance Accounting – Selected Topics The purpose of this study note
is to educate actuaries on certain basic insurance …

Applying IFRS: Accounting for the financial impact of natural ... - EY
publication provides a reminder of the existing accounting requirements that
should be considered when addressing the …

Quarter close Accounting and disclosure implications - Viewpo…
classification of insurance recoveries: • The accounting guidance related to
environmental claims recoveries (ASC 410 …
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