A department store classifies the balance of a customer’s bill into one of four categories: fully paid (state 0), 1 to 30 days in arrears (state 1), 31 to 60 days in arrears (state 2), or bad debt (state 3).  The accounts are checked monthly to determine the state of each customer. After examining data over several years on the month by month progression of individual customers from state to state, the store has developed the following transition matrix: 
	
	0:  Fully Paid
	1:  1 to 30 Days
in Arrears
	2:  31 to 60 Days
in Arrears
	3:  Bad Debt

	0:  Fully Paid
	1
	0
	0
	0

	1:  1 to 30 Days
      in Arrears
	0.7
	0.2
	0.1
	0

	2:  31 to 60 Days
      in Arrears
	0.5
	0.1
	0.2
	0.2

	3:  Bad Debt
	0
	0
	0
	1



Find the probability that a state 1 customer would fall into the bad debt category. 



[bookmark: _GoBack]Two players play a game starting with $2 each. A win wins a dollar and a loss loses a dollar. They play until one goes broke. Player A has a winning probability of 1/3 for each play. Find the probability that player A to go broke. 
