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Working document EIOPC/SEG/IM40/2010
DRAFT COMMISSION DOCUMENT ON 
THE HEALTH CATASTROPHE SUB-MODULE OF THE STANDARD FORMULA UNDER THE SOLVENCY II DIRECTIVE 2009/138/EC
Important note: This document is a working document of the Commission services for discussion. 

It does not purport to represent or pre-judge the formal proposals of the Commission
Having regard to the Treaty (…),

Having regard to the Directive 2009/138/EC (…), and in particular Articles 111 thereof,

Whereas:

TITLE S
INSURANCE AND REINSURANCE UNDERTAKINGS
CHAPTER SCR
RULES RELATING TO THE SOLVENCY CAPITAL REQUREMENT STANDARD FORMULA
SECTION XX

HEALTH UNDERWRITING RISK MODULE 

Article HUR1

(Art. 105(4) of Directive 2009/138/EC)
Health underwriting risk module
1. The health underwriting risk module shall consist of the following sub-modules:

(a) the non-life health insurance underwriting risk sub-module; 

(b) the life health insurance underwriting risk sub-module;

(c) the health catastrophe risk sub-module.

2. The capital requirement for the health underwriting risk module shall be equal to the following: 
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where SCRhealth denotes the capital requirement for health underwriting risk, SCRi and SCRj denote the capital requirements for risk sub-module i and j respectively, and where the sum denotes all possible pairs (i,j) of the sub-modules set out in paragraph 1.

3. The correlation coefficient CorrH(i,j) referred to in paragraph 2 denotes the item set out in row i and in column j of the following correlation matrix: 
	j

i
	Non-life health underwriting
	Life health underwriting
	Health catastrophe

	Non-life health underwriting
	1
	0.5
	0.25

	Life health underwriting
	0.5
	1
	0.25

	Health catastrophe
	0.25
	0.25
	1


4. Insurance and reinsurance undertakings shall apply

(a) the non-life health underwriting risk sub-module to health insurance and reinsurance obligations included in lines of business 1 to 3, 13 to 15 and 25 as set out in Annex I [of IM13rev1];

(b) the life health underwriting risk sub-module to health insurance and reinsurance obligations included in lines of business 31, 35, 39 and 44 as set out in Annex I [of IM13rev1];

(c) the health catastrophe risk sub-module to income protection insurance and reinsurance obligations as referred to in Article TP27(3).
Article HUR17
(Art. 105(4) of Directive 2009/138/EC)
Health catastrophe risk sub-module
1. The health catastrophe risk sub-module shall consist of the following sub-modules:

(a) the mass accident risk sub-module; 

(b) the accident concentration risk sub-module;

(c) the pandemic risk sub-module.

2. The capital requirement for the health underwriting risk module shall be equal to the following: 


[image: image2.wmf]å

×

×

=

j

i

j

i

j

i

healthCAT

SCR

SCR

CorrHCAT

SCR

,

)

,

(


where SCRhealthCAT denotes the capital requirement for health underwriting risk, SCRi and SCRj denote the capital requirements for risk sub-module i and j respectively, and where the sum includes all possible pairs (i,j) of the sub-modules set out in paragraph 1.

3. The correlation coefficient CorrHCAT(i,j) referred to in paragraph 2 denotes the item set out in row i and in column j of the following correlation matrix: 
	j

i
	Mass accident
	Accident concentration
	Pandemic

	Mass accident
	1
	0
	0

	Accident concentration
	0
	1
	0

	Pandemic
	0
	0
	1


Article HUR18
(Art. 105(4) of Directive 2009/138/EC)
Mass accident risk sub-module
1. The capital requirement for the mass accident risk sub-module shall be equal to the following: 
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where SCRma denotes the capital requirement for mass accident risk, the sum includes all Member States, SCR(ma,s) denotes the capital requirement for mass accident risk of Member State s and  SCR(ma,tc) denotes the capital requirement for mass accident risk of third countries.
2. For all Member States the capital requirement for mass accident risk of Member State s shall be equal to the loss in basic own funds of insurance and reinsurance undertakings that would result from an instantaneous loss of an amount that, without deduction of the amounts recoverable from reinsurance contracts and special purpose vehicles calculated as follows:
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where 
(a) L(ma,s) denotes the loss, without deduction of the amounts recoverable from reinsurance contracts and special purpose vehicles, in Member State s; 
(b) Ps denotes the number of persons affected by the mass accident in Member State s; 
(c) the sum includes the event types e set out in Annex HUR3;

(d) I(e,s) denotes the insurance penetration for event type e in Member State s;

(e)  xe denotes the ratio of persons who will receive benefits of event type e as a result of the accident as set out in Annex HUR3;

(f) MS(e,s) denotes the market share of insurance and reinsurance undertakings for event type e in Member State s;

(g) E(e,s) denotes the sum insured of insurance and reinsurance undertakings for event type e in Member State s.     
3. For all benefits types set out in Annex HUR3 and all Member States the insurance penetration for event type e in Member State s shall correspond to the ratio of the following two amounts:

(a) the number of inhabitants of Member State s who are insured persons of an income protection insurance policy that covers event type e;

(b) the number of inhabitants of Member State s.
4. For all benefits types set out in Annex HUR3 and all Member States the market share of an insurance or reinsurance undertaking for event type e in Member State s shall be equal to the ratio of the following two amounts:

(a) the premiums written by the insurance or reinsurance undertaking during the last year in relation to income protection insurance or reinsurance obligations that cover event type e and where the risk is situated in Member State s;

(b) the annual written premiums of the insurance and reinsurance undertakings under the scope of Directive 2009/138/EC in relation to income protection insurance or reinsurance obligations that covers event type e and where the risk is situated in Member State s.

5. For all event types set out in Annex HUR3 and all Member States the sum insured of an insurance or reinsurance undertakings for event type e in Member State s shall be equal to the following:
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where the sum includes all insured persons i of the insurance or reinsurance undertaking who are insured against event type e and where the risk is situated in Member State s and SI(e,s,i) denotes the value of the benefits payable by the insurance or reinsurance undertaking for the insured person i in case of event type e. The value of the benefits shall be the sum insured or where the insurance contract provides for recurring benefit payments the best estimate of the benefit payments in case of event type e. Where the benefits of an insurance contract depend on the injury resulting from event e, the calculation of the value of the benefits shall be based on the maximum benefits obtainable under the contract.   
6. The capital requirement for mass accident risk of third countries shall be equal to [x %] of an estimate of the premiums to be earned during the following 12 months by the insurance or reinsurance undertaking for income protection insurance or reinsurance obligations for the risks not situated in a Member State. For the purpose of this calculation, the estimated premiums shall be net, with deduction of premiums for reinsurance contracts.
7. Insurance and reinsurance undertakings shall use harmonised figures, derived on a technically sound basis, in respect of the insurance penetration referred to in paragraph 3 and the annual written premiums referred to in point (b) of paragraph 4.
Article HUR19

(Art. 105(4) of Directive 2009/138/EC)
Accident concentration risk sub-module
1. The capital requirement for the accident concentration risk sub-module shall be equal to the following:
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where SCRac denotes the capital requirement for accident concentration risk, the sum includes all countries c and SCR(ac,s) denotes the capital requirement for accident concentration risk of country c.
2. For all countries the capital requirement for accident concentration risk of country c shall be equal to the loss in basic own funds of insurance and reinsurance undertakings that would result from an instantaneous loss of an amount that, without deduction of the amounts recoverable from reinsurance contracts and special purpose vehicles, is calculated as follows:
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where 
(a) L(ac,c) denotes the loss, without deduction of the amounts recoverable from reinsurance contracts and special purpose vehicles, of country c; 
(b) Cc denotes the largest income protection concentration of insurance and reinsurance undertakings in country c;
(c) the sum includes the event types e set out in Annex HUR3;

(d) xe denotes the ratio of persons which will receive benefits of event type e as a result of the accident as set out in Annex HUR3;

(e) CE(e,c) denotes the concentrated sum insured of insurance and reinsurance undertakings for event type e in country c.     

3. For all countries the largest income protection concentration of an insurance or reinsurance undertaking in a country c shall be equal to the largest number of persons for which the following conditions are met:

(a) the insurance or reinsurance undertaking has an income protection insurance or reinsurance obligation in relation to the person;

(b) the obligations in relation to the person cover at least one of the events set out in Annex HUR3;

(c) the risk of the obligation is situated in country c.  
4. For the purpose of point (c) of paragraph 3, the criteria set out in Article 13(13) of Directive 2009/138/EC in the case of non-life insurance and the criteria set out in Article 13(14) of Directive 2009/138/EC in the case of life insurance shall be applied as if references in those criteria to Member States extended to third countries also.
5. For all event types and countries the concentrated sum insured of an insurance or reinsurance undertakings for event type e in country c shall be equal to the following:
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where the sum includes all insured persons i of the insurance or reinsurance undertaking which are insured against event type e and which belong to the largest income protection concentration of the insurance or reinsurance undertaking in country c and SI(e,,i) denotes the value of the benefits payable by the insurance or reinsurance undertaking for the insured person i in case of event type e. The value of the benefits shall be the sum insured or where the contract provides for recurring benefit payments the best estimate of the benefit payments in case of event type e. Where the benefits of an insurance policy depend on the injury resulting from event e, the calculation of the value of the benefits shall be based on the maximum benefits obtainable under the policy.   
Article HUR20

(Art. 105(4) of Directive 2009/138/EC)
Pandemic risk sub-module
1. The capital requirement for the pandemic risk sub-module shall be equal to the loss in basic own funds of insurance and reinsurance undertakings that would result from an instantaneous loss of an amount that, without deduction of the amounts recoverable from reinsurance contracts and special purpose vehicles, is calculated as follows:


[image: image9.wmf]E

L

p

×

=

000075

.

0


where Lp denotes the loss, without deduction of the amounts recoverable from reinsurance contracts and special purpose vehicles and E denotes the sum insured of insurance and reinsurance undertakings for disability insurance and reinsurance.     

2. The sum insured of an insurance or reinsurance undertakings for disability insurance and reinsurance shall be equal to the following:
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where the sum includes all insured persons i of the insurance or reinsurance undertaking which are insured against disability caused by a pandemic and Ei denotes the value of the benefits payable by the insurance or reinsurance undertaking for the insured person i in case of disability caused by a pandemic. The value of the benefits shall be the sum insured or where the contract provides for recurring benefit payments the best estimate of the benefit payments in case of disability caused by a pandemic. 
Annex HUR3

Geographical segmentation for the mass accident risk sub-module and definition of events for the mass accident risk sub-module and accident concentration risk sub-module
	Member State s
	Ps - Number of persons affected by the mass accident in Member State s

	Republic of Austria
	25,000

	Kingdom of Belgium
	25,000

	Republic of Bulgaria
	20,000

	Republic of Cyprus
	10,000

	Czech Republic
	10,000

	Kingdom of Denmark
	25,000

	Republic of Estonia
	5,000

	Republic of Finland
	25,000

	French Republic
	40,000

	Hellenic Republic
	35,000

	Federal Republic of Germany
	40,000

	Republic of Hungary
	30,000

	Ireland
	40,000

	Italian Republic
	40,000

	Republic of Latvia
	25,000

	Republic of Lithuania
	5,000

	Grand Duchy of Luxemburg
	5,000

	Republic of Malta
	20,000

	Kingdom of the Netherlands
	25,000

	Republic of Poland
	30,000

	Portuguese Republic
	35,000

	Romania
	25,000

	Slovak Republic
	15,000

	Republic of Slovenia
	5,000

	Kingdom of Spain
	50,000

	Kingdom of Sweden
	20,000

	United Kingdom of Great Britain and Northern Ireland
	45,000


	Event type e
	xe - Ratio of persons which will be affected by event type e as the result of the accident

	Death caused by an accident
	10 %

	Permanent disability caused by an accident
	1.5 %

	Disability that lasts 10 years caused by an accident
	5 %

	Disability that lasts 12 months caused by an accident
	13.5 %
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