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16.

An insurance company determines that N, the number of claims recerved in a week. 15 a
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random variable with P[N=n] =

where # = 0. The company also determines that

the number of claims recerved 1 a given week 1s independent of the number of claims

recerved in any other week.

Determine the probability that exactly seven claims will be received during a given

two-week period.

(A) 1/256 (B) 1/128 (C) 7/512 (D) 1/64 (E) 1/32

38.

An insurance company insures a large number of homes. The insured value, X of a

randomly selected home is assumed to follow a distribution with density function
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otherwise.

Given that a randomly selected home 1is insured for at least 1.5, what 1s the probability

that it 15 insured for less than 2 7

(A) 0.578 (B) 0.684 (C) 0.704 (D) 0.829 (E) 0.875

39,

A company prices its hurricane insurance using the following assumptions:

(1) In any calendar year, there can be at most one hurricane.
(11) In any calendar year, the probability of a hurricane 15 0.03 .
(111)  The number of hurricanes 1 any calendar yvear 1s independent
of the number of hurricanes 1 any other calendar vear.
Using the company’s assumptions, calculate the probability that there are fewer

than 3 hurricanes in a 20-year period.

(A) 0.06 (B) 0.19 (C) 0.38 (D) 0.62 (E) 0.92



53. An msurance policy retmburses a loss up to a benefit limit of 10 . The policyholder’s

loss, T, follows a distribution with density function:
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J}- otherwise.
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What 1s the expected value of the benefit paid under the insurance policy?

(A) 1.0 (B) 1.3 (C) 1.8 (D) 1.9 (E) 2.0

6o. A company agrees to accept the hughest of four sealed bids on a property. The four bids
are regarded as four independent random variables with common cumulative distribution

function
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Which of the following represents the expected value of the accepted bad?
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