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Question #143 
Key: C 
 

The sample -1 moment is 1 1 1 1 1 1 1 0.017094.
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  The sample -

2 moment is 2 2 2 2 2 2

1 1 1 1 1 1 1 0.00083484.
6 15 45 140 250 560 1340
� �� � � � � �� �
� 	

 

Then the equations are 
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Divide the square of the first equation by the second equation to obtain 
20.35001
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 which is solved for 4.33356.� �   From the first equation, 

1 17.55.
3.33356(0.017094)


 � �  

Question #144 
Key: A 
 
For each simulation, estimate the LER and then calculate the squared difference from 
the estimate, 0.125. 
Simulation First claim Second 

claim 
Third claim LER Squared 

difference 
1 600 600 1500 0.111111 0.000193 
2 1500 300 1500 0.090909 0.001162 
3 1500 300 600 0.125000 0.000000 
4 600 600 300 0.200000 0.005625 
5 600 300 1500 0.125000 0.000000 
6 600 600 1500 0.111111 0.000193 
7 1500 1500 1500 0.066667 0.003403 
8 1500 300 1500 0.090909 0.001162 
9 300 600 300 0.250000 0.015625 
10 600 600 600 0.166667 0.001736 
The last column has an average of 0.002910 which is the bootstrap estimate. 
 
 
Question #145 
Key: B 
 
The subscripts denote the three companies. 
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53,888,888.89 200343.1635, 0.3682
157,035.60 200 343.1635
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Question #146 
Key: D 
 

Let �j be the parameter for region j.  The likelihood function is 
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.  Substituting this in the 

likelihood function and taking logs produces 

1 1
1 1 1 1

1 11 1

1 2
1 11 1 1 1

3 2 4( ) ln ( ) ln ( 1) ln ln ln
2 2

2 6'( ) ln ln 0.
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