




































Question 9 solution
The benefit reserve is the actuarial present value of future benefits minus that of future

benefit premiums, as computed for a resident in State #1 at time 2. Since there is only
one year of possible benefits and one certain and one possible premium, the benefit reserve
is

Q
(1,2)
2 (100)v − [17.97 + Q

(1,1)
2 (17.97)v] = −6.28.
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