


. An individual who has automobile insurance with a certain company is randomly se-
lected. Let Y be the number of moving violations for which the individual was cited
during the last 3 years. The PMF (also called the probability distribution function) of
Y is

y |0 1 2 3
f(y) | 050 0.25 0.15 0.10

(a) Compute E(Y)

{statistically, this is the expected number of violations for a person drawn at random}.

ECY) = 0(50) 41 (.25)+ 2045 )+ 3(10)

= O 4 25+ .30 ¢+ -30

= 0, ¥S

(b) If an individual with Y violations incurs an extra charge of 50Y2, calculate the
expected amount of an extra charge for a person selected at random.

EL h(¥)]= ELS07%])= s0(0)(0.50) ¢ 50-177025)

~ So- 2%(0.(5)+ SO 37 (0it0)

= D725+ 30 +95
= ¥A5



