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SPECIAL REPORTING REQUIREMENTS FOR AGENCIES WITH CLAIM
 ACTIVITIES


It is the State's policy to record claim liabilities on its financial statements.  These liabilities will include the estimated future costs of all covered events that occurred on or before June 30.  The State will report this estimated cost in two components:

· Claims Known But Not Paid.

· Incurred But Not Reported.

These liabilities are estimates.  Agencies may estimate liabilities through:

· A case-by-case review of all claims.

· The application of historical experience to the outstanding claims.

· A combination of these methods.

Where agencies use historical experience, they should stratify the outstanding claims by amounts and type of claim.  Agencies should refine these strata enough to assure that the estimation is reasonable.

Incurred But Not Reported (IBNR).  Incurred But Not Reported is the estimated cost of covered events that:

· Occurred on or before June 30.

· Will result in valid claims against the State.

· Are unknown to the State at June 30 (the covered party has not yet filed a claim).

Actuaries and accountants refer to this estimated cost as IBNR.

Claims Known But Not Paid.  These are claims that satisfy both of the following conditions:

· The State is aware that a covered event occurred on or before June 30.  Example:  A covered party filed a claim on or before June 30.

· As of June 30, your agency either has made no payment or made only partial payment on the claim.

The amount for Claims Known But Not Paid includes both:

· The known amount that the State must pay in the future for claims settled on or before June 30.

· An estimate of amounts the State will pay in the future for claims in process at June 30.





GAAP requires that the State report liabilities for the estimated future costs of events that occurred on or before June 30.  GAAP further requires the State to report two components of this estimated cost:

· Cost of Claims Known But Not Paid at June 30.

· Estimate of Incurred But Not Reported Claims at June 30.

Liabilities may be estimated through, a case-by-case review of all claims, the application of historical experience to the outstanding claims, or a combination of these methods.  Where historical experience is used, the outstanding claims should be stratified by amount and the strata should be sufficiently refined to assure that the estimation is reasonable.

State Policies-- Claims Known But Not Paid

The amount for Claims Known But Not Paid includes both:

· Known amounts the State must pay in future years for claims settled on or before June 30.

· An estimate of amounts the State will pay in future years for claims in process at June 30.

State Policies--Incurred But Not Reported (IBNR)

The exact computation of IBNR will depend on data available.  Computation of IBNR can be complex.  The Office of Management and Budget prefers to use estimates of IBNR prepared by independent consulting actuaries.  If this is not practical, the agency's staff should estimate IBNR.

The State will record:

· Liabilities in the Proprietary Statements of Net Assets for all claim liabilities.  These include:

--	Claims Known But Not Paid that the agency expects to pay from future financial resources.

--	Incurred But Not Reported.

· Additions and deletions to the claims liability in the notes to the financial statements


