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Directions: 
1) You must show all your work to obtain full credit. 
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	Full Marks 
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	Q1 




	5
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	8
	

	Q3
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	5
	

	Q5
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	Q6
	6
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	6
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	Total 


	46

	





1. Suppose that $800 amounted to $1,010.95 in a saving account after 2 years. If interest was compounded quarterly, find the nominal rate of interest, compounded quarterly, that was earned by the money.














2. A debt of $4,500 due in four years and $6,000 due in six years is to be repaid by a single payment of $2,500 now and three equal payments that are due each consecutive year from now. If the interest rate is 7% compounded annually, how much are each of the equal payments?









3. Presently, Ahmad has $50,000 to invest for 18 months. He has the following two options open to him. How much money will he have in 18 months with each option?
a. Invest the money in a certificate paying interest at the nominal rate of 5% compounded monthly.













b. Invest the money in a savings account earning interest at the annual rate of 4.5% compounded continuously.










4. In 10 years, a $50,000 SUV will have a salvage value of $5,000. A same SUV at that time is expected to sell for $65,000. In order to provide funds for the difference between the replacement cost and the salvage value, a sinking fund is set up into which equal payments placed at the end of each year. If the fund earns 8% compounded annually, how much should each payment be?




















5. A small company has 20 employees. Six of these employees will be selected randomly to be interviewed as part of an employee satisfaction program. How many different groups of six can be selected?


6. According to the Office for National Statistics, 86% of all UK households have a satellite, digital, or cable receiver and 75% have a PC. Suppose 81% of all UK households having a satellite, digital, or cable receiver have a PC. A UK household is randomly selected.
a. What is the probability that the household has a satellite, digital, or cable receiver and a PC?











b. [bookmark: _GoBack]What is the probability that the household has a satellite, digital, or cable receiver or a PC?










c. What is the probability that the household has a satellite, digital, or cable receiver and does not have a PC?


7. A human performance study found that arrogant workers are more likely to have poor performance ratings. Suppose that 15% of all full-time workers exhibit arrogant behaviors on the job and that 10% of all full-time workers will receive a poor performance rating. Also, assume that 5% of all full-time workers exhibit arrogant behaviors and receive a poor performance rating. Let A be the event that a full time worker exhibits arrogant behavior on the job. Let B be the event that a full time worker will receive a poor performance rating.
a. Are the events A and B are mutually exclusive? Explain.









b. Find P (B\A).









c. Are the events A and B are independent? Explain.




8. Employee A does the finishing work on 40% of the output at a clothing factory, employee B does 35 % and employee C 25%. Of the items finished by employee A, 10% are defective, 20% of the items finished by B are defective and 30 percent of those finished by C. If an item is selected at random from the large number of items finished by the factory during the day, what is the probability it is not defective?
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