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Preface

Welcome to Exam FAM-L!

Syllabus

The 2022 syllabus is posted at the following URL:

https://www.soa.org/497029/globalassets/assets/files/edu/2022/2022-10-exam-fam-syllabus.pdf

The topics are

1. Survival models

2. Insurances

3. Annuities

4. Premiums

5. Reserves

6. Estimating mortality rates

The textbook for the course is Actuarial Mathematics for Life Contingent Risks third edition. This is a college-style
textbook. It is oriented towards practical application rather than exam preparation. Almost all exercises require use
of spreadsheets or derivation of formulas.

The syllabus splits the material into five broad topics and states percentage ranges for the topics. In the following
table, I’ve doubled the percentages to account for FAM-L being half an exam.

Topic Weight Lessons in Manual
Insurance Coverages and Retirement Financial Security Programs 5–15% 2
Mortality Models 15–25% 3–9
Parametric and Non-Parametric Estimation 10–20% 10–13
Present Value Random Variables for Long-Term Insurance Cover-

ages
20–30% 14–25

Premium and Policy Value Calculation for Long-Term Insurance
Coverages

25–35% 26–41

For a 20-question exam, each 5% represents one question.

Other downloads from the SOA site

Tables

Download the tables you will be given on the exam. They will often be needed for the exercises. They are a link at the 
end of the introductory study note. At the time this was written, no tables were posted, but they will probably 
be the same as the LTAM tables at the following URL:

https://www.soa.org/Files/Edu/2018/ltam-standard-ultimate-life-table.pdf

xvii
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xviii PREFACE

The tables include the Standard Ultimate Life Table with insurance functions, some interest functions, and the
standard normal distribution function. The LTAM tables also includes tables that are not needed for this course.

The SOA has specified rules for using the normal distribution table they supply: Do not interpolate in the table.
Simply use the nearest value. If you are looking for Φ(0.0244), use Φ(0.02). If you are given the cumulative probability
Φ(𝑥) = 0.8860 and need 𝑥, use 1.21, the nearest 𝑥 available.

Another set of tables, the tables from the former MLC, will be useful if you wish to work on pre-2018 exam
questions that use the Illustrative Life Table. You can find them at

https://www.soa.org/Files/Edu/edu-2013-mlc-tables.pdf

However, I have converted all pre-2012 exam questions to use the Standard Ultimate Life Table, and the SOA
converted questions from 2012 and later when they incorporated them in their sample questions. So it is unlikely
you’ll need the Illustrative Life Table.

Notation and terminology note
At this writing, nothing has been posted. The former LTAM note is at

https://www.soa.org/Files/Edu/2018/ltam-notation-note.pdf

discusses the terminology used on exam LTAM. Often different textbooks use different names for the same concept.
In almost all cases, the exam uses the terminology of Actuarial Mathematics for Life Contingent Risks. This manual
uses the terminology that will be used on the exam.

One part of the terminology that may change is “reserve”. The textbook uses the unusual name “policy value”
for “reserve”. Until now the exams used the term “reserve”, but it’s possible they will now use the textbook’s
terminology. For the meantime, this manual continues to use the term “reserve”.

Sample questions
For LTAM, the SOA provided a set of sample questions based on MLC exams 2012 and later, with solutions. At this
writing, the links are

Multiple choice questions https://www.soa.org/globalassets/assets/Files/Edu/2018/
edu-spring-ltam-ques.pdf

Multiple choice solutions https://www.soa.org/globalassets/assets/Files/Edu/2018/
edu-spring-ltam-sol.pdf

Written answer questions https://www.soa.org/globalassets/assets/Files/Edu/2018/
edu-spring-ltam-wa-ques.pdf

Written answer solutions https://www.soa.org/globalassets/assets/Files/Edu/2018/
edu-spring-ltam-wa-sol.pdf

At the end of each lesson in this manual, you will find a list of multiple-choice sample questions related to the 
material of the lesson if there are any. The questions and solutions themselves are not included in this manual. Nor 
is there a list of written-answer sample questions; those questions usually integrate material from more than one 
lesson.

Old exam questions in this manual

There are about 380 original exercises in the manual and about 700 old exam questions. The old exam questions come 
from old Part 4, Part 4A, Course 150, Course 151 exams, 2000-syllabus Exam 3, Exam C, Exam M, and Exam MLC. 
However, very few questions from the 2012 and later MLC exams are given in the exercises, so you may use those 
exams or the SOA sample questions as final p ractice. At this w riting, the SOA sample questions do not include 
written answer questions from the 2017 and later exams, so those offer additional practice.

SOA Part 4 in 1986 had morning and afternoon sessions. I indicate afternoon session questions with “A”. The 
morning session had the more basic topics (through reserves), while the afternoon session had advanced topics 
(multiple lives, multiple decrements, etc.) Both sessions were multiple choice questions.

SOA FAM-L Study Manual
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PREFACE xix

SOA Course 150 from 1987 through 1991 had multiple choice questions in the morning and written answer
questions in the afternoon. Since LTAM will include written answer questions, I’ve included all applicable written
answer questions in the exercises.

The CAS Part 4A exams awarded varying numbers of points to questions; some are 1 point and some are 2 points.
The 1 point questions are probably too easy for a modern exam, but they’ll give you a little practice. The pre-1987
exams probably were still based on Jordan (the old textbook), but the questions I provided, while ancient, still have
value. Similarly, the cluster questions on SOA Course 150 in the 1990s generally were awarded 1 point per question.

Although the CAS questions are limited to certain topics, are different stylistically, and are easier, they are a good
starting point.

Course 151 is the least relevant to this subject. I’ve only included a small number of questions from 151 in the
first lesson, which is background.

Back in 1999, the CAS and SOA created a sample exam for the then-new 2000 syllabus. This exam had some
questions from previous exams but also some new questions, some of them not multiple choice. This sample exam
was never a real exam, and some of its questions were defective. This sample exam is no longer available on the
web. I have included appropriate questions from it. Whenever an exercise is labeled 1999 C3 Sample, it refers to the 1999
sample, not the current list of sample questions.

Questions from CAS exams given in 2005 and later are not included in this manual. There is a lot of better
practice material available, so in order to make this manual a little less bulky, I do not provide solutions to old CAS
3, 3L, and LC exams.

Questions from old exams are marked xxx:yy, where xxx is the time the exam was given, with S for spring and
F for fall followed by a 2-digit year, and yy is the question number. Sometimes xxx is preceded with SOA or CAS to
indicate the sponsoring organization. From about 1986 to 2000, SOA exams had 3-digit numbers (like 150) and CAS
exams were a number and a letter (like 4A). From 2000 to Spring 2003, the exams were jointly sponsored. There was
a period in the 1990s when the SOA, while it allowed use of its old exam questions, did not want people to reveal
which exam they came from. As a result, I sometimes had study notes for old exams in this period and could not
identify the exam they came from. In such a case, I mark the question aaa-bb-cc:yy, where aaa-bb-cc is the study
note number and yy is the question number. Generally aaa is the exam number (like 150), and cc is the 2-digit year
the study note was published.

Characteristics of this exam

The exam will have 20 multiple choice questions worth 2 points apiece You will be given 1.75 hours to complete the
exam, or 5.25 minutes per question.

Ttere is no penalty for guessing. Fill in all questions regardless of whether you have time to work out the question
or not—you lose nothing and you may be lucky!

The answer choices on SOA exams are almost always specific answers, not ranges.

Study schedule

Although this manual seems huge, much of it is exercises and practice exams. You do not have to do every exercise; 
do enough to gain confidence with the material. With intense studying, you should be able to cover all the material 
in 4 months.

It is up to you to set up a study schedule. Different students will have different speeds and different constraints, 
so it’s hard to create a study schedule useful for everybody. However, I offer a  sample 9 -week s tudy schedule, 
Table 1, as a guide. The amount of time you spend on this lesson depends on the strength of your probability 
background. You may decide to skip it and refer to it as needed.
    The study schedule lists lessons that are either long or hard, as well as those that are short or easy or just 
background, so that you may better allocate your study time within the study periods provided for each subject.
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Table 1: 14 Week Study Schedule for Exam LTAM

Subject Lessons Study Period Hard/Long Lessons Easy/Short Lessons
Types of Long Term Products 2 0.5 weeks
Survival Distributions 3–9 2 weeks 4,8 3
Estimation 10–13 1 week 10
Insurances 14–19 1 week 14,18 19
Annuities 20–25 1 week 20,23 25
Premiums 26–34 1.5 weeks 28,33
Reserves, Part I 35–37 1 week
Reserves, Part II 38–41 1 week 39, 41

Acknowledgements

I would like to thank the SOA and CAS for allowing me to use their old exam questions. I’d also like to thank Harold 
Cherry for suggesting this manual and for providing three of the pre-2000 SOA exams and all of the pre-2000 CAS 
exams I used.

The creators of TEX, LATEX, and its multitude of packages all deserve thanks for making possible the professional 
typesetting of this mathematical material.

Errata

Please report all errors you find in these notes to the author. You may send them to the publisher at mail@ 
studymanuals.com or directly to me at errata@aceyourexams.net.

An errata list will be posted at errata.aceyourexams.net. Check this errata list frequently.

Flashcards

Many students find flashcards a useful tool for learning key formulas and concepts. ASM flashcards, available from
the same distributors that sell this manual, contain the formulas and concepts from this manual in a convenient
deck of cards. The cards have cross references, usually by page, to the manual.
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Lesson 1

Probability Review

This lesson is a brief summary of probability concepts you will need in the course. You will not be directly tested
on these topics, but they are essential background. If you find this review too brief, you should review your favorite
probability textbook for more details. Conversely, you may skip this lesson if you are familiar with the concepts.

1.1 Functions and moments

The cumulative distribution function 𝐹(𝑥) of a random variable 𝑋, usually just called the distribution function, is
the probability that 𝑋 is less than or equal to 𝑥:

𝐹(𝑥) = Pr(𝑋 ≤ 𝑥)

It defines 𝑋, and is right-continuous, meaning limℎ→0 𝐹(𝑥 + ℎ) = 𝐹(𝑥) for ℎ positive.
Some random variables are discrete (there are isolated points 𝑥 at which Pr(𝑋 = 𝑥) is nonzero) and some are

continuous (meaning 𝐹(𝑥) is continuous, and differentiable except at a countable number of points). Some are
mixed—they are continuous except at a countable number of points.

Here are some important functions that are related to 𝐹(𝑥):

• 𝑆(𝑥) is the survival function, the complement of 𝐹(𝑥), the probability that 𝑋 is strictly greater than 𝑥.

𝑆(𝑥) = Pr(𝑋 > 𝑥)

It is called the survival function since if 𝑋 represents survival time, it is the probability of surviving longer
than 𝑥.

• For a continuous random variable, 𝑓 (𝑥) = d
d𝑥 𝐹(𝑥) is the probability density function, or the density function for

short. For a discrete random variable, the probability mass function 𝑓 (𝑥) = Pr(𝑋 = 𝑥) serves a similar purpose.

• For a continuous random variable, �(𝑥) =
𝑓 (𝑥)
𝑆(𝑥) = −d ln 𝑆(𝑥)

d𝑥 is the hazard rate function.1 Sometimes the

hazard rate function is denoted by ℎ(𝑥) instead of �(𝑥). The hazard rate function is like a conditional density
function, the conditional density given survival to time 𝑥. We can reverse the operations to go from �(𝑥) to
𝑆(𝑥): 𝑆(𝑥) = exp

(
−

∫ 𝑥

−∞ �(𝑢)d𝑢
)
.

• For a continuous random variable, Λ(𝑥) =
∫ 𝑥

−∞ �(𝑡)d𝑡 or 𝐻(𝑥) =
∫ 𝑥

−∞ ℎ(𝑡)d𝑡 is the cumulative hazard function.
Thus 𝑆(𝑥) = exp

(
−𝐻(𝑥)

)
. We will use this function only when we discuss estimating mortality in Part II.

Why do we bother differentiating 𝐹 to obtain 𝑓 ? Because the density is needed for calculating moments. Moments
of a random variable measure its center and dispersion. The expected value of 𝑋 is defined by

E[𝑋] =
∫ ∞

−∞
𝑥 𝑓 (𝑥)d𝑥

and more generally the expected value of a function of a random variable is defined by

E[𝑔(𝑋)] =
∫ ∞

−∞
𝑔(𝑥) 𝑓 (𝑥)d𝑥

1As we’ll learn in Lesson 4, in International Actuarial Notation (IAN), �𝑥 is used for the hazard rate function.

1
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2 1. PROBABILITY REVIEW

For discrete variables, the integrals are replaced with sums.
The 𝑛th raw moment of 𝑋 is defined as �′

𝑛 = E[𝑋𝑛]. � = �′
1 is the mean. The 𝑛th central moment of 𝑋 (𝑛 ≠ 1) is

defined as2 �𝑛 = E[(𝑋 − �)𝑛]. Usually 𝑛 is a positive integer, but it need not be. When we mention moments in this
manual and don’t state otherwise, we mean raw moments.

Expectation is linear, so the central moments can be calculated from the raw moments by binomial expansion.
In the binomial expansion, the last two terms always merge, so we have

�2 = �′
2 − �2 instead of �′

2 − 2�′
1� + �2 (1.1)

�3 = �′
3 − 3�′

2� + 2�3 instead of �′
3 − 3�′

2� + 3�′
1�

2 − �3 (1.2)
�4 = �′

4 − 4�′
3� + 6�′

2�
2 − 3�4 instead of �′

4 − 4�′
3� + 6�′

2�
2 − 4�′

1�
3 + �4

Special functions of moments are:

• The variance is Var(𝑋) = �2, and is denoted by 𝜎2.

• The standard deviation 𝜎 is the positive square root of the variance.

• The coefficient of variation is 𝜎/�. This concept does not appear in this course. However, it plays a big role in
Exam C.

We will discuss important things you should know about variance in Section 1.3. For the meantime, I will repeat
formula (1.1) using different notation, since it’s so important:

Var(𝑋) = E[𝑋2] − E[𝑋]2 (1.3)

Many times this is the best way to calculate variance.
For two random variables 𝑋 and 𝑌:

• The covariance is defined by Cov(𝑋,𝑌) = E[(𝑋 − �𝑋)(𝑌 − �𝑌)].

• The correlation coefficient is defined by 𝜌𝑋𝑌 =
Cov(𝑋,𝑌)
𝜎𝑋𝜎𝑌

.

As with the variance, another formula for covariance is

Cov(𝑋,𝑌) = E[𝑋𝑌] − E[𝑋]E[𝑌] (1.4)

Note that E[𝑋𝑌] ≠ E[𝑋]E[𝑌] in general. In fact, E[𝑋𝑌] = E[𝑋]E[𝑌] if and only if 𝑋 and 𝑌 are uncorrelated, in other
words if their correlation is 0.

For independent random variables, Cov(𝑋,𝑌) = 0.
A 100𝑝th percentile is a number 𝜋𝑝 such that 𝐹(𝜋𝑝) ≥ 𝑝 and 𝐹(𝜋−

𝑝 ) ≤ 𝑝. If 𝐹 is continuous and strictly increasing,
it is the unique point at which 𝐹(𝜋𝑝) = 𝑝. In this course, we will only discuss percentiles for strictly increasing
distribution functions, and that will simplify matters. A median is a 50th percentile.

A mode is 𝑥 such that 𝑓 (𝑥) (or Pr(𝑋 = 𝑥) for a discrete distribution) is maximized.

1.2 Probability distributions

We’ll discuss a couple of probability distributions that will be used frequently during this course.

1.2.1 Bernoulli distribution
A random variable has a Bernoulli distribution if it only assumes the values of 0 and 1. The value of 1 is assumed
with probability 𝑞.

If 𝑋 is Bernoulli, then its mean is 𝑞—the same as the probability of 1. Its variance is 𝑞(1 − 𝑞).
2This �𝑛 has no connection to �𝑥 , the force of mortality.
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1.2. PROBABILITY DISTRIBUTIONS 3

We can generalize the variable. Consider a random variable 𝑌 which can assume only two values, but the two
values are 𝑥1 and 𝑥2 instead of 0 or 1; the probability of 𝑥2 is 𝑞. Then 𝑌 = 𝑥1 + (𝑥2 − 𝑥1)𝑋, where 𝑋 is Bernoulli. It
follows that the mean is 𝑥1 + (𝑥2 − 𝑥1)𝑞. More importantly, the variance is (𝑥2 − 𝑥1)2𝑞(1 − 𝑞). This is a fast way to
calculate variance, faster than calculating E[𝑌] and E[𝑌2], so remember it. To repeat:

To compute the variance of a Bernoulli-type variable assuming only two values, multiply the product

of the probabilities of the two values by the square of the difference between the two values.

I call this trick for calculating the variance the Bernoulli shortcut.

Example 1A For a one-year term life insurance policy of 1000:
(i) The premium is 30.

(ii) The probability of death during the year is 0.02.
(iii) The company has expenses of 2.
(iv) If the insured survives to the end of the year, the company pays a dividend of 3.

Ignore interest.
Calculate the variance in the amount of profit the company makes on this policy. ■

Solution: There are only two possibilities—either the insured dies or he doesn’t—so we have a Bernoulli here. We
can ignore premium and expenses, since they don’t vary, so they generate no variance. Either the company pays
1000 (probability 0.02) or it pays 3 (probability 0.98). The variance is therefore

(1000 − 3)2(0.02)(0.98) = 19,482.5764 . □

?
Quiz 1-1

a A random variable 𝑋 has the following distribution:
𝑥 Pr(𝑋 = 𝑥)
20 0.7

120 0.3

Calculate Var(𝑋).

aQuiz solutions are at the end of the lesson, after exercise solutions.

A sum of 𝑚 Bernoulli random variables each with the same mean 𝑞 is a binomial random variable. Its mean is
𝑚𝑞 and its variance is 𝑚𝑞(1 − 𝑞).

1.2.2 Uniform distribution
The uniform distribution on [𝑎, 𝑏] is a continuous distribution with constant density 1/(𝑏 − 𝑎) on the interval [𝑎, 𝑏]
and 0 elsewhere. Its mean is its midpoint, (𝑎 + 𝑏)/2, and its variance is (𝑏 − 𝑎)2/12.

It is a simple distribution, and will be used frequently in examples throughout the course.

1.2.3 Exponential distribution

The exponential distribution is defined by cumulative distribution function 𝐹(𝑥) = 1 − 𝑒−𝑥/�, where � is the mean.
The density function is 𝑓 (𝑥) = 𝑒−𝑥/�/�. This density function—an exponentiated variable—is very convenient to
use in conjunction with other exponentiated items, such as those that arise from compound interest. Therefore, this
distribution will be used heavily in examples throughout the course.

The sum of 𝑛 independent exponential random variables all having the same mean is a gamma random

variable. If 𝑌 is gamma and is the sum of 𝑛 exponential random variables with mean �, then its density function is

𝑓𝑌(𝑥) =
𝑥𝑛−1𝑒−𝑥/�

Γ(𝑛)�𝑛

SOA FAM-L Study Manual
Copyright ©2022 ASM



4 1. PROBABILITY REVIEW

where Γ(𝑛), the gamma function, is a continuous extension of the factorial function; for 𝑛 an integer, Γ(𝑛) = (𝑛 − 1)!
By using Γ(𝑛) instead of (𝑛 − 1)!, the gamma function can be defined for non-integral 𝑛.

1.3 Variance

Expected value is linear, meaning that E[𝑎𝑋 + 𝑏𝑌] = 𝑎 E[𝑋]+ 𝑏 E[𝑌], regardless of whether 𝑋 and𝑌 are independent
or not. Thus E[(𝑋 + 𝑌)2] = E[𝑋2] + 2 E[𝑋𝑌] + E[𝑌2], for example. This means that E[(𝑋 + 𝑌)2] is not equal to
E[𝑋2] + E[𝑌2] (unless E[𝑋𝑌] = 0).

Also, it is not true in general that E

[
𝑔(𝑋)

]
= 𝑔

(
E[𝑋]

)
. So E[𝑋2] ≠

(
E[𝑋]

)2.
Since variance is defined in terms of expected value, Var(𝑋) = E[𝑋2] −E[𝑋]2, this allows us to develop a formula

for Var(𝑎𝑋 + 𝑏𝑌). If you work it out, you get

Var(𝑎𝑋 + 𝑏𝑌) = 𝑎2 Var(𝑋) + 2𝑎𝑏 Cov(𝑋,𝑌) + 𝑏2 Var(𝑌) (1.5)

In particular, if Cov(𝑋,𝑌) = 0 (which is true if 𝑋 and 𝑌 are independent), then

Var(𝑋 + 𝑌) = Var(𝑋) + Var(𝑌)

and generalizing to 𝑛 independent variables,

Var

(
𝑛∑
𝑖=1

𝑋𝑖

)
=

𝑛∑
𝑖=1

Var(𝑋𝑖)

If all the 𝑋𝑖 ’s are independent and have identical distributions, and we set 𝑋 = 𝑋𝑖 for all 𝑖, then

Var

(
𝑛∑
𝑖=1

𝑋𝑖

)
= 𝑛 Var(𝑋) (1.6)

However, Var(𝑛𝑋) = 𝑛2 Var(𝑋), not 𝑛 Var(𝑋). You must distinguish between these two situations, which are quite
different. Think of the following example. The stock market goes up or down randomly each day. We will assume
that each day’s change is independent of the previous day’s, and has the same distribution. Compare the variance
of the following possibilities:

1. You put $1 in the market, and leave it there for 10 days.

2. You put $10 in the market, and leave it there for 1 day.

In the first case, there are going to be potential ups and downs each day, and the variance of the change of your
investment will be 10 times the variance of one day’s change because of this averaging. In the second case, however,
you are multiplying the variation of a single day’s change by 10—there’s no dampening of the change by 10 different
independent random events, the change depends on a single random event. As a result, you are multiplying the
variance of a single day’s change by 100.

In the more general case where the variables are not independent, you need to know the covariance. This can be
provided in a covariance matrix. If you have 𝑛 random variables𝑋1 , . . . , 𝑋𝑛 , this 𝑛×𝑛matrix A has 𝑎𝑖 𝑗 = Cov(𝑋𝑖 , 𝑋𝑗)
for 𝑖 ≠ 𝑗. For 𝑖 = 𝑗, 𝑎𝑖𝑖 = Var(𝑋𝑖). This matrix is symmetric and non-negative definite. However, the covariance of
two random variables may be negative.

Example 1B For a loss 𝑋 on an insurance policy, let 𝑋1 be the loss amount and 𝑋2 the loss adjustment expenses,
so that 𝑋 = 𝑋1 + 𝑋2. The covariance matrix for these random variables is(

25 5
5 2

)
Calculate the variance in total cost of a loss including loss adjustment expenses. ■
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1.4. NORMAL APPROXIMATION 5

Solution: In formula (1.5), 𝑎 = 𝑏 = 1. From the matrix, Var(𝑋1) = 25, Cov(𝑋1 , 𝑋2) = 5, and Var(𝑋2) = 2. So

Var(𝑋1 + 𝑋2) = Var(𝑋1) + 2 Cov(𝑋1 , 𝑋2) + Var(𝑋2) = 25 + 2(5) + 2 = 37 □

A sample is a set of observations from 𝑛 independent identically distributed random variables. The sample
mean �̄� is the sum of the observations divided by 𝑛. The variance of the sample mean of 𝑋1 , . . . , 𝑋𝑛 , which are
observations from the random variable 𝑋, is

Var(�̄�) = Var
(∑𝑛

𝑖=1 𝑋𝑖

𝑛

)
=
𝑛 Var(𝑋)

𝑛2 =
Var(𝑋)
𝑛

(1.7)

1.4 Normal approximation

The Central Limit Theorem says that for any distribution with finite variance, the sample mean of a set of indepen-
dent identically distributed random variables approaches a normal distribution. By the previous section, the mean
of the sample mean of observations of 𝑋 is E[𝑋] and the variance is 𝜎2/𝑛. These parameters uniquely determine the
normal distribution that the sample mean converges to. A random variable 𝑌 with normal distribution with mean
� and variance 𝜎2 can be expressed in terms of a standard normal random variable 𝑍 in the following way:

𝑌 = � + 𝜎𝑍

and you can look up the distribution of 𝑍 in a table of the standard normal distribution function that you get at the
exam.

The normal approximation of a percentile of a random variable is performed by finding the corresponding
percentile of a normal distribution with the same mean and variance. Let Φ(𝑥) be the cumulative distribution
function of the standard normal distribution. (The standard normal distribution has � = 0, 𝜎 = 1. Φ is the symbol
generally used for this distribution function.) Suppose we are given that 𝑋 is a normal random variable with mean
�, variance 𝜎2; we will write 𝑋 ∼ 𝑛(�, 𝜎2) to describe 𝑋. And suppose we want to calculate the 95th percentile of 𝑋;
in other words, we want a number 𝑥 such that Pr(𝑋 ≤ 𝑥) = 0.95. We would reason as follows:

Pr(𝑋 ≤ 𝑥) = 0.95

Pr
(
𝑋 − �

𝜎
≤ 𝑥 − �

𝜎

)
= 0.95

Φ

(
𝑥 − �

𝜎

)
= 0.95

𝑥 − �

𝜎
= Φ−1(0.95)

𝑥 = � + 𝜎Φ−1(0.95)

Note that Φ−1(0.95) = 1.645 is a commonly used percentile of the normal distribution, and is listed at the bottom of 
the table you get at the exam.

You should internalize the above reasoning so you don’t have to write it out each time. Namely, to calculate a 
percentile of a random variable being approximated normally, find the value of 𝑥  such that Φ(𝑥) is that percentile. 
Then scale 𝑥: multiply by the standard deviation, and then translate 𝑥: add the mean.

This approximation will be used repeatedly throughout the course.

Example 1C A big fire destroyed a building in which 100 of your insureds l ive. Each insured has a fire insurance 
policy. The losses on this policy follow a distribution with mean 1000 and variance 3,000,000. Even though all the 
insureds live in the same building, the losses are independent. You are now setting up a reserve for the cost of these 
losses.
     Using the normal approximation, calculate the size of the reserve you should put up if you want to have a 95%
probability of having enough money in the reserve to pay all the claims. ■
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6 1. PROBABILITY REVIEW

Solution: The expected total loss is the sum of the means, or (100)(1000) = 100,000. The variance of the total loss
is the sum of the variances, or 100(3,000,000) = 3 × 108. The standard deviation 𝜎 =

√
3 × 108 = 17,320.51. For

a standard normal distribution, the 95th percentile is 1.645. We scale this by 17,320.51 and translate it by 100,000:
100,000 + 17,320.51(1.645) = 128,492.24 . □

The normal approximation is also used for probabilities. To approximate the probability that a random variable
is less than 𝑥, calculate the probability that a normal random variable with the same mean and variance is less than
𝑥. In other words, calculate Φ

(
(𝑥 − �)/𝜎

)
. In this course, however, it will be rare that we approximate probabilities.

Example 1D A big fire destroyed a building in which 100 of your insureds live. Each insured has a fire insurance
policy. The losses on this policy follow a distribution with mean 1000 and variance 3,000,000. Even though all the
insureds live in the same building, the losses are independent. You are now setting up a reserve for the cost of these
losses.

Using the normal approximation, calculate the probability that the average loss is less than 1100. ■

Solution: The mean of the average is 1000 and the variance of the average is 3,000,000/100 = 30,000, as we just
mentioned in formula (1.7). Therefore

Pr(�̄� < 1100) ≈ Φ

(
1100 − 1000√

30,000

)
= Φ(0.577) = 0.7190

where we’ve evaluated Φ(0.577) as Φ(0.58) from the printed normal distribution tables. □

1.5 Conditional probability and expectation

The probability of event 𝐴 given 𝐵, assuming Pr(𝐵) ≠ 0, is

Pr(𝐴 | 𝐵) = Pr(𝐴 ∩ 𝐵)
Pr(𝐵) (1.8)

where Pr(𝐴∩𝐵) is the probability of both𝐴 and 𝐵 occurring. A corresponding definition for continuous distributions
uses the density function 𝑓 instead of Pr:

𝑓𝑋(𝑥 | 𝑦) = 𝑓 (𝑥, 𝑦)
𝑓 (𝑦) (1.9)

where 𝑓 (𝑦) =
∫
𝑓 (𝑥, 𝑦)d𝑥 ≠ 0.

Two important theorems are Bayes Theorem and the Law of Total Probability:
Theorem 1.1 (Bayes Theorem)

Pr(𝐴 | 𝐵) = Pr(𝐵 | 𝐴)Pr(𝐴)
Pr(𝐵) (1.10)

Correspondingly for continuous distributions

𝑓𝑋(𝑥 | 𝑦) = 𝑓𝑌(𝑦 | 𝑥) 𝑓𝑋(𝑥)
𝑓𝑌(𝑦)

(1.11)

Theorem 1.2 (Law of Total Probability) If 𝐵𝑖 is a set of exhaustive (in other words,
∑
𝑖 Pr(𝐵𝑖) = 1) and mutually

exclusive (in other words Pr(𝐵𝑖 ∩ 𝐵 𝑗) = 0 for 𝑖 ≠ 𝑗) events, then for any event 𝐴,

Pr(𝐴) =
∑
𝑖

Pr(𝐴 ∩ 𝐵𝑖) =
∑
𝑖

Pr(𝐵𝑖)Pr(𝐴 | 𝐵𝑖) (1.12)

Correspondingly for continuous distributions,

Pr(𝐴) =
∫

Pr(𝐴 | 𝑥) 𝑓 (𝑥)d𝑥 (1.13)
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1.5. CONDITIONAL PROBABILITY AND EXPECTATION 7

Expected values can be factored through conditions too. In other words, the mean of the means is the mean, or:

E𝑋[𝑋] = E𝑌

[
E𝑋[𝑋 | 𝑌]

]Conditional Mean Formula
(1.14)

This formula is one of the double expectation formulas. More generally for any function 𝑔

E𝑋[𝑔(𝑋)] = E𝑌[E𝑋[𝑔(𝑋) | 𝑌]] (1.15)

Here are examples of this important theorem. Versions of the first example appear very frequently on this exam.

Example 1E There are 2 types of actuarial students, bright and not-so-bright. The bright ones pass 80% of the
exams they take and the not-so-bright ones pass 40% of the exams they take. All students start with Exam 1 and take
the exams in sequence, and drop out as soon as they fail one exam. An equal number of bright and not-so-bright
students take Exam 1.

Determine the probability that a randomly selected student taking Exam 3 will pass. ■

Solution: A common wrong answer to this question is 0.5(0.8) + 0.5(0.4) = 0.6. This is an incorrect application of
the Law of Total Probability. The probability that a student taking Exam 3 is bright is more than 0.5, because of the
elimination of the earlier exams.

A correct way to calculate the probability is to first calculate the probability that a student is taking Exam 3 given
the two types of students. Let 𝐼1 be the event of being bright initially (before taking Exam 1) and 𝐼2 the event of not
being bright initially. Let 𝐸 be the event of taking Exam 3. Then by Bayes Theorem and the Law of Total Probability,

Pr(𝐼1 | 𝐸) = Pr(𝐸 | 𝐼1)Pr(𝐼1)
Pr(𝐸)

Pr(𝐸) = Pr(𝐸 | 𝐼1)Pr(𝐼1) + Pr(𝐸 | 𝐼2)Pr(𝐼2)

Now, the probability that one takes Exam 3 if bright is the probability of passing the first two exams, or 0.82 = 0.64.
If not-so-bright, the probability is 0.42 = 0.16. So we have

Pr(𝐸) = 0.64(0.5) + 0.16(0.5) = 0.4

Pr(𝐼1 | 𝐸) = (0.64)(0.5)
0.4 = 0.8

and Pr(𝐼2 | 𝐸) = 1 − 0.8 = 0.2 (or you could go through the above derivation with 𝐼2 instead of 𝐼1). Now we’re ready
to apply the Law of Total Probability to the conditional distributions given 𝐸 to answer the question. Let 𝑃 be the
event of passing Exam 3. Then

Pr(𝑃 | 𝐸) = Pr(𝑃 | 𝐼1&𝐸)Pr(𝐼1 | 𝐸) + Pr(𝑃 | 𝐼2&𝐸)Pr(𝐼2 | 𝐸)
= (0.8)(0.8) + (0.4)(0.2) = 0.72 □

Now let’s do a continuous example.

Example 1F Claim sizes follow an exponential distribution with mean �. � varies by insured. Over all insureds,
� has a distribution with the following density function:

𝑓 (�) = 1
�2 1 ≤ � < ∞

Calculate the probability that a claim from a randomly selected insured will be greater than 0.5. ■

Solution: The probability that a claim is greater than 0.5 given an insured with claim sizes having an exponential
distribution with mean � is

1 − 𝐹(0.5 | �) = 1 −
(
1 − 𝑒−0.5/�

)
= 𝑒−0.5/�
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8 1. PROBABILITY REVIEW

By the Law of Total Probability, the probability of a claim greater than 0.5 from a randomly selected insured is
therefore

Pr(𝑋 > 0.5) =
∫ ∞

1
𝑒−0.5/�

(
1
�2

)
d�

= 2𝑒−0.5/�
����∞
1

= 2
(
1 − 𝑒−0.5

)
= 2(1 − 0.606531) = 0.786939 □

If 𝑓 (𝑥 | 𝑦) = 𝑓 (𝑥) for all 𝑥 and 𝑦, we say that 𝑋 and 𝑌 are independent random variables. Independent random
variables are uncorrelated (but not conversely), so for 𝑋, 𝑌 independent, E[𝑋𝑌] = E[𝑋]E[𝑌].

1.6 Conditional variance

Suppose we wish to calculate the variance of a random variable 𝑋. Rather than calculating it directly, it may be
more convenient to condition 𝑋 on 𝑌, and then calculate moments of the conditional variable 𝑋 | 𝑌. Consider the
following example:

Example 1G A life insurance agent may be happy or sad. The probability of happiness is 0.8. On a day when
the agent is happy, the number of policies sold is exponentially distributed with mean 0.3. When the agent is sad,
the number of policies sold is exponentially distributed with mean 0.1.

Calculate the variance of the number of policies sold per day. ■

Solution: One way to attack this problem is to calculate first and second moments and then variance. We condition
𝑋, the number of policies sold, on happiness, or𝑌. From equation (1.14) and the more general (1.15) with 𝑔(𝑋) = 𝑋2,

E[𝑋] = E

[
E[𝑋 | 𝑌]

]
= E[0.3, 0.1] = 0.8(0.3) + 0.2(0.1) = 0.26

The second moment of an exponential is the variance plus the mean squared, and the variance equals the mean
squared, so the second moment of an exponential is twice the mean squared.

E[𝑋2] = E

[
E[𝑋2 | 𝑌]

]
= E[2(0.32), 2(0.1)2] = 0.8(0.18) + 0.2(0.02) = 0.148

So the variance is Var(𝑋) = 0.148 − 0.262 = 0.0804 .
It is tempting, for those not in the know, to try to calculate the variance by weighting the two variances of happiness

and sadness. In each state, the variance is the square of the mean, so the calculation would go 0.8(0.32) + 0.2(0.12) =
0.074. But that is the wrong answer. It is too low. Do you see what is missing?

What is missing is the variance of the states. To capture the full variance, you must add the expected value of
the variance of the states and the variance of the expected values of the states. The correct formula is

Var𝑋(𝑋) = E𝑌[Var𝑋(𝑋 | 𝑌)] + Var𝑌(E𝑋[𝑋 | 𝑌])
Conditional Variance Formula

(1.16)

In our example, we’ve computed the expected value of the variances as 0.074. The state is a Bernoulli variable,
and the expected values of the states are 0.3 and 0.1. So by the Bernoulli shortcut, the variance of the expected values
is (0.8)(0.2)(0.3 − 0.1)2 = 0.0064. The variance of the number of policies sold is 0.074 + 0.0064 = 0.0804 . □

?
Quiz 1-2 Given 𝑌, the variable 𝑋 has a normal distribution with mean 𝑌 and variance 𝑌2. 𝑌 is uniformly
distributed on [−10, 2].

Calculate the variance of 𝑋.
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1.6. CONDITIONAL VARIANCE 9

Table 1.1: Important formulas from this lesson

Var(𝑋) = E[𝑋2] − E[𝑋]2 (1.3)
Var(𝑎𝑋 + 𝑏𝑌) = 𝑎2 Var(𝑋) + 2𝑎𝑏 Cov(𝑋,𝑌) + 𝑏2 Var(𝑌) (1.5)

Var(�̄�) = Var(𝑋)
𝑛

(1.7)

Pr(𝐴 | 𝐵) = Pr(𝐵 | 𝐴)Pr(𝐴)
Pr(𝐵) (Bayes Theorem—discrete) (1.10)

𝑓𝑋(𝑥 | 𝑦) = 𝑓𝑌(𝑦 | 𝑥) 𝑓𝑋(𝑥)
𝑓𝑌(𝑦)

(Bayes Theorem—continuous) (1.11)

Pr(𝐴) =
∑
𝑖

Pr(𝐴 ∩ 𝐵𝑖) =
∑
𝑖

Pr(𝐵𝑖)Pr(𝐴 | 𝐵𝑖) Law of Total Probability—discrete (1.12)

Pr(𝐴) =
∫

Pr(𝐴 | 𝑥) 𝑓 (𝑥)d𝑥 Law of Total Probability—continuous (1.13)

E𝑋[𝑋] = E𝑌

[
E𝑋[𝑋 | 𝑌]

]
(Double expectation) (1.14)

Var𝑋(𝑋) = E𝑌[Var𝑋(𝑋 | 𝑌)] + Var𝑌(𝐸𝑋[𝑋 | 𝑌]) (Conditional variance) (1.16)

Distribution Mean Variance
Bernoulli 𝑞 𝑞(1 − 𝑞)
Binomial 𝑚𝑞 𝑚𝑞(1 − 𝑞)

Uniform on [𝑎, 𝑏] 𝑎 + 𝑏
2

(𝑏 − 𝑎)2
12

Exponential � �2

Bernoulli shortcut: If a random variable can only assume two values 𝑎 and 𝑏 with probabilities 𝑞 and 1 − 𝑞
respectively, then its variance is 𝑞(1 − 𝑞)(𝑏 − 𝑎)2.
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10 1. PROBABILITY REVIEW

Exercises

Functions and moments

1.1. [CAS3-F04:24] A pharmaceutical company must decide how many experiments to run in order to
maximize its profits.

• The company will receive a grant of $1 million if one or more of its experiments is successful.
• Each experiment costs $2,900.
• Each experiment has a 2% probability of success, independent of the other experiments.
• All experiments run simultaneously.
• Fixed expenses are $500,000.
• Ignore investment income.

The company performs the number of experiments that maximizes its expected profit.
Determine the company’s expected profit before it starts the experiments.

(A) 77,818 (B) 77,829 (C) 77,840 (D) 77,851 (E) 77,862

Variance

1.2. [4B-S93:9] (1 point) If 𝑋 and 𝑌 are independent random variables, which of the following statements are
true?

1. Var(𝑋 + 𝑌) = Var(𝑋) + Var(𝑌)
2. Var(𝑋 − 𝑌) = Var(𝑋) + Var(𝑌)
3. Var(𝑎𝑋 + 𝑏𝑌) = 𝑎2

E[𝑋2] − 𝑎(E[𝑋])2 + 𝑏2
E[𝑌2] − 𝑏(E[𝑌])2

(A) 1 (B) 1,2 (C) 1,3 (D) 2,3 (E) 1,2,3

1.3. [4B-F95:28] (2 points) Two numbers are drawn independently from a uniform distribution on [0,1].
What is the variance of their product?

(A) 1/144 (B) 3/144 (C) 4/144 (D) 7/144 (E) 9/144

1.4. [151-82-92:4] A company sells group travel-accident life insurance with 𝑏 payable in the event of a covered
individual’s death in a travel accident.

The gross premium for a group is set equal to the expected value plus the standard deviation of the group’s
aggregate claims.

The standard premium is based on the following assumptions:

(i) All individual claims within the group are mutually independent; and
(ii) 𝑏2𝑞(1 − 𝑞) = 2500, where 𝑞 is the probability of death by travel accident for an individual.

In a certain group of 100 lives, the independence assumption fails because three specific individuals always travel
together. If one dies in an accident, all three are assumed to die.

Determine the difference between this group’s premium and the standard premium.

(A) 0 (B) 15 (C) 30 (D) 45 (E) 60

Exercises continue on the next page . . .
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Practice Exam 1

1. A life age 60 is subject to Gompertz’s law with 𝐵 = 0.001 and 𝑐 = 1.05.
Calculate 𝑒60:2 for this life.

(A) 1.923 (B) 1.928 (C) 1.933 (D) 1.938 (E) 1.943

2. Your company sells whole life insurance policies. At a meeting with the Enterprise Risk Management Committee,
it was agreed that you would limit the face amount of the policies sold so that the probability that the present value
of the benefit at issue is greater than 1,000,000 is never more than 0.05.

You are given:

(i) The insurance policies pay a benefit equal to the face amount 𝑏 at the moment of death.
(ii) The force of mortality is �𝑥 = 0.001(1.05𝑥), 𝑥 > 0

(iii) 𝛿 = 0.06

Determine the largest face amount 𝑏 for a policy sold to a purchaser who is age 45.

(A) 1,350,000 (B) 1,400,000 (C) 1,450,000 (D) 1,500,000 (E) 1,550,000

3. For an annual premium 2-year term insurance on (60) with benefit 𝑏 payable at the end of the year of death, you
are given

(i)
𝑡 𝑝60+𝑡−1

1 0.98
2 0.96

(ii) The annual net premium is 25.41.
(iii) 𝑖 = 0.05.

Determine the revised annual net premium if an interest rate of 𝑖 = 0.04 is used.

(A) 25.59 (B) 25.65 (C) 25.70 (D) 25.75 (E) 25.81

851 Exam questions continue on the next page . . .
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4. For a fully discrete 25-year term life insurance on (45) with face amount 200,000, you are given:

(i) Mortality follows the Standard Ultimate Life Table.
(ii) Deaths are uniformly distributed between integer years.

(iii) Gross premium payable quarterly is 130.
(iv) Per premium and per policy expenses are

Percent of Per
Premium Policy

First year 60% 250
Renewal 5% 30

(v) Per premium expenses are payable when premiums are payable.
(vi) Per policy expenses are payable at the beginning of each year.

(vii) Cost of settling a death claim is 100.
(viii) 𝑖 = 0.05.

Calculate the gross premium reserve at time 15.

(A) 4817 (B) 4822 (C) 4826 (D) 4892 (E) 4896

5. Endowment insurance is no longer offered by major insurers in North America or the UK.
Consider the following reasons:

I. The product has low returns.
II. The product is not flexible.

III. There are onerous tax provisions on the product.

State which of these reasons is given in Actuarial Mathematics for Life Contingent Risks.

(A) None (B) I and II only (C) I and III only (D) II and III only
(E) The correct answer is not given by (A) , (B) , (C) , or (D) .

6. A study is performed on number of days required to underwrite a policy. The results of the study are:

Number of Days Number of Policies
(0,10] 11
(10,20] 𝑥
(20,50] 𝑦

An ogive is used to interpolate between interval boundaries.
You are given:

(i) �̂�(15) = 0.35
(ii) 𝑓 (15) = 1/30

Determine 𝑥.

(A) 16 (B) 18 (C) 20 (D) 22 (E) 24

Exam questions continue on the next page . . .
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7. You are given:

(i) 𝑍1 is the present value random variable for a 10-year term insurance paying 1 at the moment of death
of (45).

(ii) 𝑍2 is the present value random variable for a 20-year deferred whole life insurance paying 1 at the moment
of death of (45).

(iii) � = 0.02
(iv) 𝛿 = 0.04

Calculate Cov(𝑍1 , 𝑍2).

(A) −0.042 (B) −0.028 (C) −0.023 (D) −0.015 (E) −0.009

8. You are given:

(i) For a cohort of 100 newly born children, the force of mortality is constant and equal to 0.01.
(ii) Birthday cards are sent each year to all lives in the cohort beginning on their 80th birthdays, for as long as

they live.

Determine the expected number of birthday cards each member of this cohort receives.

(A) 44.7 (B) 44.9 (C) 45.2 (D) 45.5 (E) 45.7

9. A special 9-year term insurance on (𝑥) pays the following benefit at the end of the year of death:

Year of death 𝑡 1 2 3 4 5 6 7 8 9
Benefit 𝑏𝑡 1 2 3 4 5 4 3 2 1

(𝐷𝐴)𝑥1:𝑛 denotes the expected present value of a decreasing term insurance that pays a benefit of 𝑛 + 1− 𝑘 at the
end of the year if death occurs in year 𝑘, 1 ≤ 𝑘 ≤ 𝑛.

You are given the following expected present values for increasing and decreasing term insurances:

𝑛 (𝐼𝐴)𝑥1:𝑛 (𝐷𝐴)𝑥1:𝑛

4 0.593 0.628
5 0.848 0.923
9 1.970 2.513

10 2.219 2.986

Determine the expected present value of the special term insurance.

(A) 0.7 (B) 0.8 (C) 1.3 (D) 1.4 (E) 1.8

10. For a fully continuous whole life insurance of 1000 on (𝑥):
(i) The gross premium is paid at an annual rate of 25.

(ii) The variance of future loss is 500,000.
(iii) 𝛿 = 0.06

Employees are able to obtain this insurance for a 20% discount.
Determine the variance of future loss for insurance sold to employees.

(A) 320,383 (B) 301,261 (C) 442,907 (D) 444,444 (E) 456,253

Exam questions continue on the next page . . .
SOA FAM-L Study Manual
Copyright ©2022 ASM



854 PRACTICE EXAM 1

11. You are given that 𝐴𝑥 = 0.4 + 0.01𝑥 for 𝑥 < 60.
A fully discrete whole life insurance on (30) pays a benefit of 1 at the end of the year of death.
Calculate the net premium reserve at time 20 for this insurance.

(A) 1
4 (B) 1

3 (C) 1
2 (D) 2

3 (E) 3
4

12. You are given the following statements regarding disability insurance.

I. “Own job” insurance tends to be cheaper than “any job” insurance.
II. For a policy with benefit period to 65, longer off periods make the insurance more expensive.

III. The cost of a policy increases as the benefit period increases.

(A) None of I, II, or III is true
(B) I and II only
(C) I and III only
(D) II and III only
(E) The answer is not given by (A), (B), (C), or (D)

13. In a mortality study, the cumulative hazard function is estimated using the Nelson-Åalen estimator. There are
initially 41 lives. There are no censored observations before the first time of deaths, 𝑡(1).

The number of deaths at time 𝑡(1) is less than 6.

V̂ar
(
�̂�(𝑡(1))

)
= 0.000580.

Determine the number of deaths at time 𝑡(1).

(A) 1 (B) 2 (C) 3 (D) 4 (E) 5

14. For a fully discrete 20-year deferred whole life insurance of 1000 on (50), you are given:

(i) Premiums are payable for 20 years.
(ii) The net premium is 12.

(iii) Deaths are uniformly distributed between integral ages.
(iv) 𝑖 = 0.1
(v) 9𝑉 = 240 and 9.5𝑉 = 266.70.

Calculate 10𝑉 , the net premium reserve at the end of year 10.

(A) 272.75 (B) 280.00 (C) 281.40 (D) 282.28 (E) 282.86

Exam questions continue on the next page . . .
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15. A mortality study begins with 2 lives. You are given the following excerpt of the study data:

Exits in Entrants in
Deaths at (𝑡+(𝑗) , 𝑡

−
(𝑗+1)) (𝑡+(𝑗) , 𝑡

−
(𝑗+1))

𝑗 𝑡(𝑗) 𝑡(𝑗) (censored) (truncated)

0 0 0 1
1 3.1 1 1 2
2 4.0 1 1 5
3 5.2 1 2 0
4 6.2 1 0 0
5 8.4 1 0 0

Calculate the Nelson-Åalen estimate of 𝑆(7).

(A) 0.23 (B) 0.25 (C) 0.27 (D) 0.29 (E) 0.31

16. A life age 90 is subject to mortality following Makeham’s law with 𝐴 = 0.0005, 𝐵 = 0.0008, and 𝑐 = 1.07.
Curtate life expectancy for this life is 6.647 years.
Using Woolhouse’s formula with three terms, compute complete life expectancy for this life.

(A) 7.118 (B) 7.133 (C) 7.147 (D) 7.161 (E) 7.176

17. You are given that �𝑥 = 0.002𝑥 + 0.005.
Calculate 5|𝑞20.

(A) 0.015 (B) 0.026 (C) 0.034 (D) 0.042 (E) 0.050

18. For a temporary life annuity-due of 1 per year on (30), you are given:

(i) The annuity makes 20 certain payments.
(ii) The annuity will not make more than 40 payments.

(iii) Mortality follows the Standard Ultimate Life Table.
(iv) 𝑖 = 0.05

Determine the expected present value of the annuity.

(A) 17.79 (B) 17.83 (C) 17.87 (D) 17.91 (E) 17.95

19. For a mortality table, you are given

(i) Uniform distribution of deaths is assumed between integral ages.
(ii) �30.25 = 1

(iii) �30.5 = 4
3

Determine �30.75.

(A) 5
3 (B) 2 (C) 7

3 (D) 5
2 (E) 3

Exam questions continue on the next page . . .
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20. In a mortality study on 5 lives, you are given the following information:

Entry age Exit age Cause of exit
62.3 65.1 End of study
63.5 66.0 Withdrawal
64.0 65.7 Withdrawal
64.2 65.5 Death
64.7 67.7 End of study

Assume constant force of mortality between integer ages.
Calculate the maximum likelihood estimate of 𝑞65.

(A) 0.261 (B) 0.262 (C) 0.263 (D) 0.264 (E) 0.265

Solutions to the above questions begin on page 925.
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