M451 /551 Quiz 1

January 20, Prof. Connell Z ()
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1. A lawyer must decide whether to charge a fixed fee of $5,000 or take a contingency fee
of $25,000 if she wins the case (and 0 if she loses). She estimates that her probability
of winning is .30. Determine the mean and standard deviation of her fee if

(a) she takes the fixed fee;
(b) she takes the contingency fee.
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2. Argue that P{|Z| > z} = 2P{Z & z}, where = > 0 and Z is a standard normal ran-

dom variable. | |
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