
1. You are given the following sample of claims that were the following amounts: 

                                 100                100               200                300          450 

You use the Kolmogorov-Smirnov test at a 90% significance level to test the following 

hypothesis: 

 H0:  The data is from an exponential distribution with a mean of 200 

 H1:  The data is not from an exponential distribution with a mean of 200 

 

a. Find the Kolmogorov-Smirnov Test Statistic. 

b. Determine the critical value for this Test.   

c. State your conclusion. 

 

2. During 2013, Chen Dental Insurance Company paid 5000 claims which were distributed as 

follows:   

Amount of Payment Number of Payments 

0 – 1000 950 

1000 - 4000 1750 

4000 - 8000 1300 

8000+ 1000 

 

Jacqui decides to test the following hypothesis using a Chi Square Test at a 95% significance 

level: 

  H0:   The data is from an Exponential distribution with 5000  . 

  H1:  The data is not from an Exponential distribution with 5000  . 

a. Determine the test statistic - 
2  . 

b. Determine the critical value for this test. 

c. State your conclusion. 

 

  



3. Your company has recently started issuing a hospitalization policy with an upper limit of 5000.  

The first five claims that have been paid are as follows:  

 

900     4000    4600   5000    5000 

Liren, the chief actuary for your company is concerned because to determine the premiums for 

this policy, the losses were modeled as an exponential with a mean of 2500.  She asks you test 

the following hypothesis using the Likelihood Ratio Test at a 90% significance level: 

 

  H0:   The data is from an Exponential distribution with 2500  . 

  H1:   The data is from an Exponential distribution. 

 

a. Determine the test statistic. 

b. Determine the critical value for this test. 

c. State your conclusion. 

 

4. State the Principle of Parsimony. 

 

5. You have the following sample of claims: 

1700  3000   5800  10,000   15,000 

 You believe that the underlying distribution is a Pareto distribution with 5  . 

 You want to graphic evaluate this assumption.   

 Calculate 
*(3000)D  . 

 

 


