Question #99
Key: B

Model Solution:
Let S denote aggregate losses before deductible.

E[S]=2x2=4, since mean severity is 2.
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fg (O) _& 0'2 = 01353, since must have 0 number to get aggregate losses = 0.
e?2\1 . .
fs(1) = =R (5} =0.0902, since must have 1 loss whose size is 1 to get aggregate losses = 1.

E(SA2)=0x fg(0)+1x fg+2x(1- f5(0)- fs(1))
= 0x 01353+1x 0.0902 + 2 x (1- 01353 0.0902)
=16392

E[(s-2),|=E[s]-E[sA2]
—4-16392
— 23608



