Simplifying mass-accident risk
The main difficulty is linked to the estimation of benefits payable in all the scenarios and especially for the scenario “disability that lasts 10 years”. In some countries, disability is temporary for a certain period of time before being permanent. If this period is shorter than 10 years, should the application of this scenario leads to a permanent disability? 
Mandate for the CAT WS:
The CAT WS should provide explanations on how to apply the different scenarios. In providing these explanations, the CAT WS may assess whether it is necessary to have a “permanent disability” scenario and a “disability that lasts 10 years” scenario.

The CAT WS has expressed concerns about the “disability that lasts 10 years” scenarios due to the fact it appears unrealistic since people who are disabled during 10 years would generally speaking never recover. As a simplification measure, it was proposed to delete this scenario. As a consequence, mass-accident risk and concentration risk would only rely on 4 scenarios: accidental death, permanent disability, 1 year disability and medical expenses.
The CAT WS underlined that the CAT task force (hereunder CTF) had consistently calibrated the 5 scenarios in its 2010 study (see for reference CEIOPS DOC 79/10 Catastrophe Task Force report on standardised scenarios for the catastrophe risk module in the standard formula). As a consequence, when deleting the 10 years scenario, a recalibration was deemed necessary in order to ensure permanent consistency.
In its 2010 calibration, the CTF focused on data collected from the World Trade Center attack (“World Trade Center Cases in the New York Workers’ Compensation System”, New YorkState Workers’ Compensation Board, September 2009). The following table summarizes the outputs of the CTF work:
· first column represents the World Trade Center figures as per the study mentioned;
· second column represents the initial CTF calibration based on these figures; 
· third column represents final view of the CTF and is the actual standard formula calibration.
	
	
	WTC figures
	Initial proposal
	Final proposal

	Accidental death
	
	12 %
	12 %
	10 %

	Permanent disability
	Total
	3.2 %
	0.2 %
	1 %
	1 %
	1.5 %
	1.5 %

	
	Partial
	
	3 %
	
	0 %
	
	0 %

	Temporary disability
	1 year
	6 %
	NA
	9 %
	6 %
	18.5 %
	5 %

	
	10 years
	
	NA
	
	3 %
	
	13.5 %

	Medical/injuries
	
	3.5 %
	25 %
	30 %


Tableau 1: CAT Task Force calibration
The initial work performed by the CTF consisted first in splitting partial permanent disability into both total permanent disability and temporary disability, and then in splitting temporary disability between a 1 year scenario and a 10 years scenario. 
On a second step, some figures were stressed in order to take into account three main drawbacks of the World Trade Center data highlighted by the CTF:
· there was a low occupancy of the buildings at the time of the attack, leading to an underestimation of temporary disability and injuries;
· bombings generate more permanent injuries than building collapses, leading to an underestimation of permanent and temporary disabilities;
· many injured people are uninsured or did not claim, leading to an underestimation of injuries.
[bookmark: _GoBack]In order to delete the 10 years disability scenario and to remain consistent with initial data and CTF calibration it was proposed to:
· do not modify the 10 % accidental death scenario and the 30% medical expenses scenario;
· retain 3.5 % for the permanent disability scenario, which appears consistent with World Trade Center data, even if for the sake of simplicity only total permanent disability is to be modelled;
· retain 16.5 % for the temporary (1 year) disability scenario, in order to stick to the global 60 % injured people hypothesis.
The consequences is that people who were subjected to the 10 years disability scenario effect in the previous calibration, are now either subjected to the 1 year disability scenario (in majority) or subjected to permanent disability (in minority).
The following table recaps this new CAT WS calibration proposal.
	
	WTC figures
	CTF proposal
	New CAT WS proposal

	Accidental death
	12 %
	12 %
	10 %

	Permanent disability
	3.2 %
	1.5 %
	3.5 %

	
	
	
	

	Temporary disability
(1 year)
	6 %
	18.5 %
	16.5 %

	
	
	
	

	Medical/injuries
	3.5 %
	25 %
	30 %


Tableau 2: CAT WS calibration
In a second step, the CAT WS has tested the impact of this new proposal. 
Only 2 hypotheses have an incidence on the cost of the disability scenarios:
· the difference between retirement age and the mean age of insurees;
· the mean annual cost of total disability.
The following table summarizes the impact of the new CAT WS proposal on the mass-accident risk sub-module and on the concentration risk  sub-module, in various configurations. A positive impact means that the new CAT WS proposal is more conservative ([CAT WS – CTF] / CTF).
It appears clearly that the new calibration in broadly in line with previous one, though more simple (4 scenarios instead of 5) and with no longer use of the unrealistic 10 year disability scenario.
It also appears that generally speaking, the new CAT WS proposal is a bit more conservative than previous one only when permanent disability is expensive (young insurees, high annual disability costs).
	Mean age
(Retirement = 62 years)
	Mean annual disability cost
	Impact
(with death = 100k€)
	Impact
(with death = 150 k€)

	35
	7 000
	2.8 %
	2.2 %

	35
	10 000
	3.4 %
	2.7 %

	35
	12 000
	3.7 %
	3.0 %

	40
	7 000
	-1.2 %
	-1.0 %

	40
	10 000
	-1.5 %
	-1.2 %

	40
	12 000
	-1.6 %
	-1.3 %

	45
	7 000
	-5.5 %
	-4.2 %

	45
	10 000
	-6.8 %
	-5.4 %

	45
	12 000
	-7.4 %
	-6.0 %


Tableau 3: Impact of CAT WS calibration compared to CTF calibration
The differences are less important when payments in case of accidental death are bigger, because the weight of disability in the Health CAT is lower. Medical expenses are generally not material and thus do not materially change the impacts.
