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�
One of the kingpins of an effective continuous pure risks evaluation is the availability of a reliable database, that can provide detailed information on collected premiums, paid expenses and outstanding claims for the provided coverage. This document details our proposal for establishing a classification rating plan for the compulsory automobile liability insurance sector in Israel, pursuant to the Automobile Insurance Order 5730-1970, Compensation of Casualties of Road Accidents 5775-1975, and Automobile Insurance Law 5757-1996, and in accordance with tender SH-1-1999.   This documents is effective for the Israeli insurers, Karnit and the Pool.





Our proposal for the structure and operation of the database, as detailed in this document, includes several parts:





Part A - Risk classification plan that details the risk variables for the compulsory insurance, including vehicle and driver variables. Example of these variables include dates (such as the issuance and renewal dates of a policy, accidents dates, etc.), driver’s characteristics such as age, gender, and driving experience, vehicle characteristics like engine size and model year, and the way the vehicle is used. In the United States these rating schemes have  proven to accurately identify and appropriately price the underlying differences in loss potential for each of these different categories of vehicles. The drivers and vehicles are classified into different risk groups, each with its own levels of the risk variables.  This section includes the classifications for privately owned vehicles (including cars and motorcycles), corporate owned vehicles, and the Israeli trains.





Part B - contains two sections.  Section A is “Offsets and Underlying Exposure Distributions”. Offsets are calculated as the ratio of the old class plan average rating factor divided by the new class plan average rating factor.  These offsets are multiplied by the indicated base class rates for all vehicle types to derive the final indicated base class rates for use with the new proposed risk classification plan on revenue-neutral basis (i.e., to ensure that the total premium collected under the new class plan is identical to the total premium that would have been collected under the old class plan). This Section details the calculation of the offsets and the underlying distributions and assumptions. Section B is “Advice and Recommendations Regarding the 2001 Tariff”, and contains ISO Israel’s analysis and conclusions about the appropriate pure risk premiums for the year 2001. All of the work reported upon in this part is based on Israeli data, our experience and U.S. information.  The Israeli data used are publicly available data, as the reporting of information by insurers - current as well as historical - is only planned for the coming stages of the project.





�
Part C - A statistical plan that defines and details the premium and loss information to be reported by the insurers to the database, including coding and record layouts.  The policies of each insurer are the source for the statistical data.  The statistical plan of ISO Israel defines (a) the data elements to be reported, (b) the coding of these elements, and (c) the record layout for the reporting of the data.. The reporting to ISO Israel by the insurers according to this statistical plan are based on individual transactions reporting, using fixed length records for each premium, cost, and outstanding claim reserve activity. In each reporting period the insurers will provide separate submissions for premiums, costs, and outstanding claims.





Part D - the reporting plan to be used by the database. In order to help users - including the Commissioner, insurers, Karnit, the Pool, other decision makers and the public - make informed decisions about the final rates to be implemented for automobile insurance, ISO Israel will develop and periodically produce reports based on experience compiled in the Data Bank.   Separate reports will be produced for Voluntary vs. Pool risks.





Part E - a call for historical data. The compulsory insurance in Israel is currently based on the insurance of the vehicle, and during the years much data was collected on vehicles, vehicles involved in accidents, and payment of compensations to casualties of these accidents. ISO Israel wishes to assess the availability of the data and requests the advice and support of the Israeli insurance companies in the provision of historical details about the insurance in 1995-1999.  This part details the records and elements of data requested for historical data.





Part F - procedures for communicating and working with the insurance companies.  The success of the database is conditioned on a fruitful and effective cooperation between the database operator and the users.  The procedures proposed by ISO Israel for communications, training, and reporting are detailed.





For the convenience of the users of this documents, the appropriate appendices are enclosed with each part separately, so that each part is effectively an independent document.  This document is available as a printed document.





ISO Israel thanks all those that contributed to the preparation of this document, including the Commissioner of Insurance and her staff, and the personnel of the insurance companies in Israel.  ISO Israel will welcome comments and suggestion to this document, to be submitted to Mr. Zvi Spigelman, General Manager of ISO Israel, at the address given on the title page.
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