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Problem 2.3. Source: Two old exams 3; I forgot to note the years.
A jewelry store purchases two separate insurance policies that together provide full coverage. You are given:

e The expected ground-up loss is

e Policy A has an ordinary deductible of 5,000 and no policy limit.
e Under policy A, the expected amount paid per loss is 6, 500.

e Under policy A, the expected amount paid per payment is 10, 000.
e _Policy B has no deductible and has a policy limit of 5, 000.

i. leen that a loss has occurred, find the probablllty that the payment under pohcy B equa.ls 5,000.
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Problem 2.4. Let the ground-up loss X be exponentially distributed with mean $500. An insurance policy
has an ordinary deductible of $50 and a policy limit of $2000. Find the expected, value of the amount paid
(by the insurance company) per. positive payment.
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