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Consumer Advocate RfI CA-FA-02:  On page 10 of “Trend Analysis” section of the filing it says the 1 
trend models reflect “seasonality where deemed appropriate.”  The Oliver Wyman (OW) report 2 
concludes that seasonality should be reflected in the BI trend, but FA concludes that it should not.  What 3 
would the FA BI loss cost trend be if its BI model reflected seasonality in the model?  What would the R2 4 
values be? 5 

FA Response to RfI CA-FA-02: 6 

As requested, we included a seasonality parameter.  For ease of review and comparison, we show both 7 
our original model followed by the model with the seasonality parameter included.  Our procedure 8 
separately trends frequency and severity and we show both separately on the following two pages. 9 

As one would expect, adding the additional parameter for both frequency and severity increases the R2 10 
value (albeit marginally).  In both cases, the adjusted R2 is also increased (again, only marginally). 11 

In general, we do not include a parameter where the p-value is greater than 0.05, which is the case for 12 
seasonality for both frequency and severity. 13 

Including seasonality for frequency has no impact on the annualized trend level for the period 14 
considered “past” and continuing into the future (both “past” and future frequency trends are -2.3% with 15 
and without seasonality). 16 

Including seasonality for severity increases the annualized trend level by 0.2 percentage points for the 17 
period considered “past” and continuing into the future (the “past” and future frequency trends are 6.9% 18 
with, increasing to 7.1% without seasonality). 19 
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Bodily Injury Frequency Model – Original Selection (excludes seasonality) 21 

 22 
Bodily Injury Frequency Model – Original Selection Adjusted to include Seasonality 23 
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Bodily Injury Severity Model – Original Selection (excludes seasonality) 25 

 26 
Bodily Injury Severity Model – Adjusted to include Seasonality 27 
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