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1. Responding to this paper

EIOPA welcomes comments on the Proposal for Guidelines and Recommendations on Health CAT issues.
The consultation package includes: 
· The Consultation Paper

· [any other relevant document]

· Template for comments 

Contributions not provided in the provided template for comments, or sent to a different email address, or after the deadline will not be processed. 

EIOPA invites comments on any aspect of this paper and in particular on the specific questions summarised in Annex II. Comments are most helpful if they:

· respond to the question stated;

· contain a clear rationale; and

· describe any alternatives EIOPA should consider.

Publication of responses

All contributions received will be published following the close of the consultation, unless you request otherwise in the respective field in the template for comments. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. A confidential response may be requested from us in accordance with EIOPA’s rules on public access to documents
. We may consult you if we receive such a request. Any decision we make not to disclose the response is reviewable by EIOPA’s Board of Appeal and the European Ombudsman.

Data protection

Information on data protection can be found at www.eiopa.europa.eu under the heading ‘Legal notice’.

2.  Consultation Paper Overview & Next Steps
EIOPA carries out consultations in the case of Guidelines and Recommendations in accordance to Article 16 (2) of the EIOPA Regulation.

This Consultation Paper presents the draft Guidelines and Recommendations (G&R), explanatory text, and a technical annex where relevant. 

The analysis of the expected impact from the proposed policy is covered under the Annex I (Impact Assessment) and includes the chronology and results of previous consultations [where applicable]. 
Specific questions to the G&R, explanatory text and/or technical annex are being asked for the purpose of the consultation and should be answered by using the template for comments provided by EIOPA. Annex II comprises the overview of all questions asked.
3. Guidelines and Recommendations
Introduction 

3.1. Having regard to Article 105(4) of the Directive 2009/138/EC, and Articles 134 HUR17 to 137 HUR20 of the Commission Regulation (EU) No [...]
3.2. Whereas,
· The calculations implied by the determination of the Health Catastrophe capital charge should be consistent with the underlying scenarios design and calibration
· Insurance and reinsurance undertakings may face different kind of situations, according to the characteristics of their products and the national legislations

These guidelines and recommendations are intended to help undertakings to appropriately identify and compute the quantities involved in the calculation, in different possible cases and situations.
3.3. The Guideline and Recommendation shall
 apply from [date]. 

3.4. For the purpose of these Guidelines and Recommendations, the following definitions have been developed:

· [text]

· [text]
3.5. If not defined in these Guidelines and Recommendations, the terms have the meaning defined in the legal acts referred to in the introduction.
	Mass accident risk sub-module


	Guideline 1 – calculation of SI(e,i) for “accidental death” benefits
3.6. When a death guarantee provides for a benefit in case of “any cause” death, and an additional benefit in case of accidental death, only the  additional “accidental” benefit should be taken into account, including the expenses related to the settlement of the claim. This principle should apply for lump sums as well as for recurring benefits.
3.7. Where additional recurring benefits (to spouse, children) are provided for in case of accidental death, the calculation of the “sum insured” for those annuities shall be based on best estimate parameters (mortality table and discount rate curve), taking into account relevant demographic characteristics (including, but not limited to, the percentage of married people, the number of children, the age and gender of the beneficiaries). Moreover, the contractual duration of the recurring benefits, when relevant, should be reflected in the calculation.
3.8. For the purpose of the above calculation, when no or insufficient demographic data are available, undertakings should make realistic assumptions on the demographic parameters to use, based on public or internal statistical experience, and be able to justify these assumptions.
3.9. The calculation should account for future expected increases in the amount of the annuity.

	Guideline 2 – calculation of SI(e,i) for “permanent disability” benefits
3.10. The best estimate of the recurring payments for “permanent disability” should be calculated assuming that payments are made for the full benefit period specified in the policy conditions, but assuming exit due to mortality may occur.
3.11. For the purpose of the above calculation, undertakings should make realistic assumptions on the mortality rates for permanently disabled people, based on public or internal statistical experience, and be able to justify these assumptions.

3.12. The calculation should account for future expected increases in the amount of the annuity, and for the expenses related to the settlement of the claim.

	Guideline 3 – calculation of SI(e,i) for “10 years disability” and “12 months disability” benefits
3.13. The sum insured should be calculated in a deterministic way, excluding any exit cause, considering all future payments:
· From the end of any deferred period

· Until the end of the mentioned period (10 years / 12 months accordingly, from the accident date), or the end of coverage period, if earlier.
3.14. The calculation should account for future expected increases in the amount of the annuity, and for the expenses related to the settlement of the claim.

	Guideline 4 – calculation of SI(e,i) for “Medical treatment caused by an accident” benefits

3.15. The estimate of average amounts should be derived from the past observation of benefits for medical treatment caused by an accident. It should correspond to the benefits observed during the last years, including related expenses, divided by the number of couples (event, insured person) for which these benefits were paid.

3.16. The observation period should be large enough in order to avoid statistical errors.
3.17. If the observations are based on data from more than one year, the data used should be corrected for past medical inflation.
3.18. The undertaking should appropriately discriminate between benefits paid for medical treatment caused by an accident and other benefits on the basis of past observations, completed if necessary by expert judgement. All estimations should be based on public or internal statistical experience, and be appropriately justified.


	Accident concentration risk sub-module


	Guideline 5 – calculation of the largest accident risk concentration Cc
3.19. A building, as referred to in [Article 136-3.(c) of the Commission regulation no. ...], should usually be identified by its geographical postal address. However, undertakings should aggregate their exposures on several different geographical postal addresses when these addresses relate to the same building. Undertakings may use any other information, provided that it contributes to the identification of people insured and reinsured in the same building.
3.20. Undertakings should have a proper knowledge of the number of people they insure and reinsure in each building under workers’ compensation and group income protection obligations, regardless of the number of different contractual links with employees in that building. The largest concentration should be determined by adding up the number of employees in a building across all existing workers’ compensation and group income protection contracts, without multiple counting of any one person.

	Guideline 6 – calculation of SI(e,i)
3.21. The same principles apply as for the “mass accident” scenario (guidelines 1 to 4).
3.22. Moreover, when insured people are covered by more than one contract or guarantee, which can be triggered simultaneously by the accident concentration event, the benefits of the different contracts or guarantees should be added for the determination of SI(e,i).


	Pandemic risk sub-module


	Guideline 7 – calculation of the income protection pandemic exposure E
3.23. When the contract provides for recurring benefits, the calculation of each Ei should be made the same way as for “permanent disability” in the “mass accident” scenario (Guideline 2).

	Guideline 8 – calculation of the best estimate of medical expense amounts CH
3.24. When calculating CH, undertakings should take into account the expected number of healthcare treatments h for the same infectious disease event, knowing that healthcare treatment h has been used. CH should then be calculated as the product of this expected number and the average claim cost of a single use of healthcare treatment h.
3.25. The above mentioned expected number cannot be less than 1.
3.26. Undertakings should make a proper estimation of the expected number of uses of each healthcare treatment, based on their own experience. When it can be justified that past experience doesn’t allow for accurate estimations, it should be considered that the expected number of “hospitalisations” and cases where “no formal medical care is sought” is 1, and the expected number of “consultations with a medical practitioner” is 2.
3.27. Undertakings should estimate the average claim cost of a single use of each healthcare treatment h on the basis of past observations, completed if necessary by expert judgement. The observation period should be large enough in order to avoid statistical errors. Moreover, the estimations made should appropriately account for medical inflation.
3.28. Such an estimation should also be made for healthcare “no formal medical care sought”, for which the claim cost is not necessarily 0.

3.29. If and when a legally enforceable commitment exists in country c, whereby the country’s government guarantees to provide financial support to insurance or reinsurance undertakings or to settle treatment costs directly with the insured people in the case of a pandemic event, and to the extent such a commitment can be quantified, the calculation of the claim costs associated with each healthcare utilisation should allow for the effects of this commitment.


Compliance and Reporting Rules
3.30. This document contains Guidelines and Recommendations issued under Article 16 of the EIOPA Regulation
. In accordance with Article 16(3) of the EIOPA Regulation, Competent Authorities and financial institutions must make every effort to comply with guidelines and recommendations.

3.31. Competent Authorities should [text]

3.32. Competent authorities shall confirm to EIOPA whether they comply or intend to comply with these Guidelines and Recommendations, with reasons for non-compliance, by [date]. 

3.33. Financial undertakings shall report whether they comply with the specified [text]
Final Provision on Reviews (where applicable)
3.34. By [date] and every [XX] years thereafter, EIOPA shall review the application of Guidelines and Recommendations and propose amendments where appropriate.
TECHNICAL ANNEX (Where applicable)
4. Explanatory text 
[Note
: The aim of an explanatory text is to give further details or concrete applications or examples. Please note that the explanatory text will be included in the consultation paper only and not in the final G&R. 
Considering that the guideline should be clear and unambiguous, the scope for further explanation should be limited.
The examples aim at showing in practical terms the concrete implementation of the guidelines or provide reference to other tools and guidelines. 
These examples should not introduce further ambiguity as to the content of the guideline.]
	Guideline 1 – calculation of SI(e,i) for “accidental death” benefits

3.6 When a death guarantee provides for a benefit in case of “any cause” death, and an additional benefit in case of accidental death, only the  “accidental” benefit should be taken into account, including the expenses related to the settlement of the claim. This principle should apply for lump sums as well as for recurring benefits.

3.7 Where additional recurring benefits (to spouse, children) are provided for in case of accidental death, the calculation of the “sum insured” for those annuities shall be based on best estimate parameters (mortality table and discount rate curve), taking into account relevant demographic characteristics (including, but not limited to, the percentage of married people, the number of children, the age and gender of the beneficiaries). Moreover, the contractual duration of the recurring benefits, when relevant, should be reflected in the calculation.

3.8 For the purpose of the above calculation, when no or insufficient demographic data are available, undertakings should make realistic assumptions on the demographic parameters to use, based on public or internal statistical experience, and be able to justify these assumptions.

3.9 The calculation should account for future expected increases in the amount of the annuity.


	Guideline 2 – calculation of SI(e,i) for “permanent disability” benefits
3.10 The best estimate of the recurring payments for “permanent disability” should be calculated assuming that payments are made for the full benefit period specified in the policy conditions, but assuming exit due to mortality may occur.

3.11 For the purpose of the above calculation, undertakings should make realistic assumptions on the mortality rates for permanently disabled people, based on public or internal statistical experience, and be able to justify these assumptions.

3.12The calculation should account for future expected increases in the amount of the annuity, and for the expenses related to the settlement of the claim.


	Guideline 3 – calculation of SI(e,i) for “10 years disability” and “12 months disability” benefits
3.13 The sum insured should be calculated in a deterministic way, excluding any exit cause, considering all future payments:

- From the end of any deferred period

- Until the end of the mentioned period (10 years / 12 months accordingly, from the accident date), or the end of coverage period, if earlier.

3.14 The calculation should account for future expected increases in the amount of the annuity, and for the expenses related to the settlement of the claim.


	Guideline 4 – calculation of SI(e,i) for “Medical treatment caused by an accident” benefits

3.15 The estimate of average amounts should be derived from the past observation of benefits for medical treatment caused by an accident. It should correspond to the benefits observed during the last years, including related expenses, divided by the number of couples (event, insured person) for which these benefits were paid.

3.16 The observation period should be large enough in order to avoid statistical errors.
3.17 If the observations are based on data from more than one year, the data used should be corrected for past medical inflation.

3.18 The undertaking should appropriately discriminate between benefits paid for medical treatment caused by an accident and other benefits on the basis of past observations, completed if necessary by expert judgement. All estimations should be based on public or internal statistical experience, and be appropriately justified.


Questions for consultation on the G&R and/or explanatory text
Q3. Do stakeholders think that the proposed guidelines need further clarification? If so, on which issues?

Q4. Do stakeholders think that other issues related to the “mass accident” scenario should be clarified in the guidelines? Which ones?
	Guideline 5 – calculation of the largest accident risk concentration Cc
3.19.
A building, as referred to in [Article 136-3.(c) of the Commission regulation no. ...], should usually be identified by its geographical postal address. However, undertakings should aggregate their exposures on several different geographical postal addresses when these addresses relate to the same building. Undertakings may use any other information, provided that it contributes to the identification of people insured and reinsured in the same building.

3.20.
Undertakings should have a proper knowledge of the number of people they insure and reinsure in each building under workers’ compensation and group income protection obligations, regardless of the number of different contractual links with employees in that building. The largest concentration should be determined by adding up the number of employees in a building across all existing workers’ compensation and group income protection contracts, without multiple counting of any one person.


4.1. Let’s consider a company A, 1000 employees, which geographical address is 7 street Y, and a second company B, 500 employees, which geographical address is 22 street Z. 7 street Y and 22 street Z are actually two different postal addresses for the same building (located at the corner of streets Y and Z).

Let’s consider an insurance undertaking, covering:

· All employees of company A for workers’ compensation (contract A1)

· 200 employees of company A for income protection, by way of a 50% quota-share reinsurance (contract A2)

· 350 employees of company B for both workers’ compensation and income protection (contract B1)
Although 1000 people are covered by contract A1 (direct insurance contract), and 200 by contract A2 (reinsurance contract), the insurance undertaking should not count twice the 200 employees covered by both contracts. Therefore the total exposure for contracts A1 and A2 is 1000.

Similarly, although contract B1 covers 350 employees of company B for both workers’ compensation and income protection, each covered employee counts only as 1. Hence the exposure for contract B1 is 350.

As employees of both companies work in the same building, the exposure Ne for this building will be the sum of exposures for companies A and B, namely 1350.
	Guideline 6 – calculation of SI(e,i)
3.21 The same principles apply as for the “mass accident” scenario (guidelines 1 to 4).
3.22 Moreover, when insured people are covered by more than one contract or guarantee, which can be triggered simultaneously by the accident concentration event, the benefits of the different contracts or guarantees should be added for the determination of the sum insured.


4.2. Let’s consider the above example with companies A, B and contracts A1, A2 and B1. In some cases, income protection guarantees and workers’ compensation guarantees may be mutually exclusive, while in other cases both guarantees will be triggered by the accident concentration event.

In cases where the guarantees are mutually exclusive, only the benefits relating to the triggered guarantee should be taken into account when calculating SI(e,i). If both guarantees are triggered, then SI(e,i) should be determined by adding up income protection and workers’ compensation benefits for insured person i.
Questions for consultation on the G&R and/or explanatory text

Q5. Do stakeholders think that other issues related to the “accident concentration” scenario should be clarified in the guidelines? Which ones?

Q6. Do stakeholders think that the guidelines relating to the identification of “the largest exposure” are clear and practicable? If not, what are the stakeholders’ suggestions for improvement?
	Guideline 7 – calculation of the income protection pandemic exposure E
3.23 When the contract provides for recurring benefits, the calculation of each Ei should be made the same way as for “permanent disability” in the “mass accident” scenario (Guideline 2).


	Guideline 8 – calculation of the best estimate of medical expense amounts CH
3.24 When calculating CH, undertakings should take into account the expected number of healthcare treatments h for the same infectious disease event, knowing that healthcare treatment h has been used. CH should then be calculated as the product of this expected number and the average claim cost of a single use of healthcare treatment h.

3.25 The above mentioned expected number cannot be less than 1.

3.26 Undertakings should make a proper estimation of the expected number of uses of each healthcare treatment, based on their own experience. When it can be justified that past experience doesn’t allow for accurate estimations,  it should be considered that the expected number of “hospitalisations” and cases where “no formal medical care is sought” is 1, and the expected number of “consultations with a medical practitioner” is 2.

3.27 Undertakings should estimate the average claim cost of a single use of each healthcare treatment h on the basis of past observations, completed if necessary by expert judgement. The observation period should be large enough in order to avoid statistical errors. Moreover, the estimations made should appropriately account for medical inflation.

3.28 Such an estimation should also be made for healthcare “no formal medical care sought”, for which the claim cost is not necessarily 0.

3.29 If and when a legally enforceable commitment exists in country c, whereby the country’s government guarantees to provide financial support to insurance or reinsurance undertakings or to settle treatment costs directly with the insured people in the case of a pandemic event, and to the extent such a commitment can be quantified, the calculation of the claim costs associated with each healthcare utilisation should allow for the effects of this commitment.


4.3. The cost of utilisation “no formal medical care sought” can actually be greater than 0. In particular, when a medical expense contract allows for the reimbursement of medicines bought without medical prescription, the associated costs should be taken into account when determining the average cost of “no formal medical care sought”.
	Questions to stakeholders

Q7. Do stakeholders think they will generally be in a position to derive their own estimation of the expected number of uses of each healthcare treatment h?

Q8. What are the stakeholders’ views about the allowance made in guideline 8 for legally enforceable commitments of governments? In particular, do stakeholders think about other binding commitments provided by governments, which would not be captured by the current wording?

Q9. Do stakeholders think that the proposed guidelines need further clarification? If so, on which issues?

Q10. Do stakeholders think that other issues related to the “pandemic” scenario should be clarified in the guidelines? Which ones?


Technical Annex (Where applicable)

Annex I: Impact Assessment (where applicable)

In order to facilitate the presentation of the impact analysis output, the following structure of the IA section in the Guidelines and Recommendations template is provided. 
After each title in the structure below, there is a checklist (in bullets) for the main items, which should be included.  

In order to complete the IA section, please use the information and analysis based on the responses to the questions in the IA Questions Template (see IA Toolkit in the restricted area of the EIOPA Website https://eiopa.europa.eu/restricted-area/toolkits/ia-toolkit/index.html).
	1: Procedural issues and consultation of interested parties


· Provide a general chronology of the IA process, including what evidence was used in the analysis.

· Consultation: 

· Indicate if external expertise was used, and if so, how.
· Indicate which groups of stakeholders have been consulted, at what stage in the IA process and how (pre-consultation, consultation, targeted consultation, and if targeted, why, etc.)

· Indicate the main results, the different positions expressed and how this input has been taken into account or not.
	2: Problem definition


· What is the issue or problem that may require action. Ex.: market failure.
· What are the underlying drivers of the problem?

· Who is affected, in what ways, and to what extent?

· What is the baseline?  

· How would the problem evolve, all things being equal? This should take into account actions already taken or planned by the EU, EIOPA, Member States and other actors.

· Does EIOPA have the right to act and is the added-value from the EIOPA initiative evident – e.g. based on the EIOPA regulation, fundamental rights limits, etc.
· Level 1 or Level 2 consultations may have already defined the problem, which you can use.

	3: Objective pursued


· What are the general policy objectives? What are the more specific/operational objectives?  This may repeat the objectives identified in Levels 1 and 2 consultations, but there may be specific, lower level, objectives in relation to the binding technical standard or guideline/recommendation.

· Underline the consistency of these objectives with other EU policies and, if applicable, horizontal objectives, such as the Lisbon and Sustainable Development strategies or respect for fundamental rights.  This should be achieved by reference to the Level 1 or Level 2 consultation documents.

	4: Policy options


· What are the possible options for meeting the objectives and tackling the problem? N.B. the ‘no EIOPA action’ option should always be considered and it is highly recommended to include a non-regulatory option (where applicable).

· Which options have been discarded at an early stage and why? Be particularly specific and precise for discarded options enjoying significant support among stakeholders.

· The options should be relevant and credible.

	5: Analysis of impacts


· What are the likely economic and  social impacts of each of the shortlisted options?

· List positive and negative impacts, direct (e.g. regulatory compliance costs/administrative burden) and indirect (e.g. impacts on competition). Specify which social groups, economic sectors or particular regions are affected. Include impacts in the EU and outside the EU, where relevant.  

· Explain where there is uncertainty about impacts, and how sensitive conclusions drawn are to this uncertainty.

· Identify if impacts are likely to change over time and how, for instance because of anticipated changes in other regulations that affect the same market.

	6: Comparing the options


· In simple cases, the most favourable option should be clear from an analysis of the costs and benefits.

· In more complex cases options will generate benefits for some stakeholders and costs for others. Highlight these trade-offs and, discuss which impacts you have given more weight to than others to reach a conclusion about the most preferred option.

	7: Monitoring and evaluation


· What are the core indicators of progress towards meeting the objectives?

· What is the broad outline for possible monitoring and evaluation arrangements?

	Annexes


· Present technical background material.

· Present key public consultation documents and summaries of replies (unless available via public internet link).

· Provide key studies/work carried out by external consultants (unless available via public internet link).

Annex II:  Overview of Questions for Consultation
[The questions outlined below are also included in the Template for Comments]
Q1. Do stakeholders think there is a need for clarification with respect to the NL and Health NSLT lapse risk modules? If so, do stakeholders agree that NL and Health NSLT lapse risk issues are the same, and should therefore be addressed in common guidelines?

Q2. Do stakeholders see any particular issues about the Health SLT SCR calculation, for which guidelines and recommendations would be needed?
Q3. Do stakeholders think that the proposed guidelines need further clarification? If so, on which issues?

Q4. Do stakeholders think that other issues related to the “mass accident” scenario should be clarified in the guidelines? Which ones?
Q5. Do stakeholders think that other issues related to the “accident concentration” scenario should be clarified in the guidelines? Which ones?

Q6. Do stakeholders think that the guidelines relating to the identification of “the largest exposure” are clear and practicable? If not, what are the stakeholders’ suggestions for improvement?
Q7. Do stakeholders think they will generally be in a position to derive their own estimation of the expected number of uses of each healthcare treatment h?
Q8. What are the stakeholders’ views about the allowance made in guideline 8 for legally enforceable commitments of governments? In particular, do stakeholders think about other binding commitments provided by governments, which would not be captured by the current wording?
Q9. Do stakeholders think that the proposed guidelines need further clarification? If so, on which issues?

Q10. Do stakeholders think that other issues related to the “pandemic” scenario should be clarified in the guidelines? Which ones?
Q11. How do you assess the potential costs deriving from the implementation of these guidelines (high, medium, low)? Can you provide a rough quantitative assessment of such costs (either in isolation or, for example, a relative assessment such as a percentage of total Solvency II compliance costs)? 

� �HYPERLINK "https://eiopa.europa.eu/fileadmin/tx_dam/files/aboutceiops/Public-Access-(EIOPA-MB-11-051).pdf"�Public access to documents�


� Note the use of “shall” in this sentence is a mere legal use. The G&R shall be drafted using “should”.


� EIOPA Regulation, 


� Please delete note after finalising CP.
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