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Under Section B, Complement’s Qualities, the last sentence of the first paragraph has 
been replaced with the two highlighted sentences below. 
 
 
B.  Complement's Qualities 
 
    This complement is not as desirable as the previous complements, but sometimes it 
may be the only alternative.  It is less accurate for loss costs with high process 
variance.  Process variance is presumably reflected in last year's rate.  That is why it 
is primarily used for countrywide indications or state indications with voluminous 
data.  It is unbiased in the sense that pure trended loss costs (i.e., with no updating for 
more current loss costs) are unbiased.  As long as the base statistic’s data is not 
already reflected in the present loss costs, the present loss costs should not 
have any of the base statistic’s process variance.  Therefore, the present loss 
costs should be mostly independent of the base statistic. 
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In the seventh line of the last paragraph, “1 + F” was changed to “1 – F” (see next 
page). 




