	PERSONAL FINANCE
RENTERS & HOMEOWNERS INSURANCE - PROTECTING YOUR STUFF
 ANSWER KEY   GUIDED NOTES - TEACHER KEY



LEARNING TARGETS
1. Explain what renters insurance covers (personal property, liability, living expenses) and what it does not cover (the building, floods)
2. Explain how homeowners insurance differs from renters insurance by adding dwelling coverage for the structure
3. Calculate what a property claim pays under replacement cost value (RCV) versus actual cash value (ACV) using a labeled model
4. Explain why renters insurance is inexpensive relative to the cost of replacing your belongings out of pocket

SECTION 1
Protecting Your Stuff - Renters vs Homeowners
Two Policies for Where You Live
RENTERS INSURANCE (insurance that covers a renter's belongings and liability, not the building) is for people who rent.
HOMEOWNERS INSURANCE (insurance that covers the dwelling plus belongings and liability for an owner) is for people who own their home.
Who Insures What
Renters insurance covers your PERSONAL PROPERTY (your belongings - furniture, electronics, clothing) but NOT the building.
When you rent, the LANDLORD's own policy covers the structure; homeowners insurance covers your belongings AND the DWELLING because you own the home.
 
SECTION 2
Renters Insurance Basics - The Three Things It Covers
The Three Coverages
The first and main coverage is PERSONAL PROPERTY, which pays to replace your belongings after a covered loss like fire or theft.
LIABILITY COVERAGE (coverage if someone is injured in your place or you damage another's property) pays if a guest is injured and you are responsible.
Living Expenses, Premium, and Deductible
ADDITIONAL LIVING EXPENSES help pay for a hotel or temporary housing if your rental becomes unlivable after a covered event.
You pay a PREMIUM (the regular payment you make to keep your coverage active) and a DEDUCTIBLE first on a claim before the policy pays the rest.
 
SECTION 3
What Renters Insurance Covers - and Does NOT Cover
What It Covers
Covered losses include fire, theft, vandalism, and certain water damage that ruin your PERSONAL PROPERTY (your belongings).
Your belongings are often covered even OUTSIDE your apartment - a laptop stolen from your car can still be covered.
What It Does NOT Cover
Renters insurance does NOT cover the BUILDING - the landlord's own policy covers the structure, not yours.
A standard policy does NOT cover FLOODS or earthquakes - those need a separate policy you buy on purpose.
 
SECTION 4
Homeowners Insurance - Adds the Dwelling
The Big Addition
DWELLING COVERAGE is the part of homeowners insurance that pays to rebuild or repair the structure of the house you own.
Homeowners insurance ALSO covers your personal property, liability, and living expenses - just like a renters policy.
Why It Costs More
Homeowners costs far MORE (about $1,500 a year vs $180 for renters) because it insures the whole building, not just your stuff.
You still pay a premium and a DEDUCTIBLE (the amount you pay first on a property claim before the policy pays) - the parts are the same, the dwelling just makes the numbers larger.
 
SECTION 5
Replacement Cost vs Actual Cash Value - A Labeled Model
A LABELED MODEL (RCV and ACV)
REPLACEMENT COST VALUE (a claim setting that pays to buy the item new, minus your deductible) pays to buy the item new.
ACTUAL CASH VALUE (the item's depreciated value) = replacement cost - DEPRECIATION (the loss in value of an item from age and wear).
The Worked Example
On a $1,200 laptop with a $250 deductible, REPLACEMENT COST VALUE pays $1,200 - $250 = $950.
The same laptop is worth $600 after $600 depreciation, so ACTUAL CASH VALUE pays $600 - $250 = $350 - far less than RCV.
 
SECTION 6
Why Renters Insurance Is So Cheap
It Does Not Insure a Building
Renters insurance only covers your STUFF, not the structure, so it costs far less than homeowners insurance.
A mid-range renters PREMIUM is about $180 a year - roughly $15 a month, less than many streaming bundles.
What That Small Premium Protects
Replacing a first apartment's belongings out of pocket could cost about $7,000 - what $180 of coverage protects.
Replacing your stuff costs about 39 times one year of coverage - the math is lopsided in your favor.
 
SECTION 7
What Affects Your Rate
How Much You Insure and Your Deductible
The more PERSONAL PROPERTY you insure (a higher coverage amount), the higher your PREMIUM - you are protecting more.
A higher DEDUCTIBLE lowers your premium, because you take on more of each claim yourself before the policy pays.
RCV, Area, and the Big Picture
Choosing REPLACEMENT COST VALUE and living in a higher-risk area both raise the premium a little.
Even with more coverage, renters insurance stays inexpensive - the choices move the price by dollars, not hundreds.
 
SECTION 8
Often Required - and Why You Inventory Your Stuff
Often Required
Many landlords now REQUIRE renters insurance in the lease before you can move in - so you may have no choice.
A HOME INVENTORY is a list of your belongings with their value - it proves what you owned if you file a claim.
Backing It Up
Photos, receipts, and serial numbers back up your inventory, so the insurer pays the right amount fast.
Add up your PERSONAL PROPERTY so your coverage amount is enough to actually replace everything you own.
 
SECTION 9
Choosing Your Coverage - The Process
Inventory, Then Choose Replacement Cost Value
Step 1 - Add up your PERSONAL PROPERTY so you know how much coverage you need to replace everything you own.
Step 2 - Pick REPLACEMENT COST VALUE over actual cash value so a claim pays enough to buy your stuff new.
Pick a Deductible and Know What a Claim Pays
Step 3 - A higher DEDUCTIBLE lowers your premium but means you pay more per claim - pick one you could actually afford.
Step 4 - RCV CLAIM PAYS = replacement cost - deductible; ACTUAL CASH VALUE pays the DEPRECIATED value minus your deductible.
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Please contact me if you have any issues with this product. Just like our students, I am always looking for opportunities to grow.
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