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	1.
	What is insurance, in one sentence?



	A. A way to transfer the financial risk of a big, rare loss to an insurer for a small, regular premium ✓

	

	B. A guaranteed way to make money over time

	

	C. A loan you repay after a disaster happens

	

	D. A free service the government gives to everyone



	2.
	CALCULATION: A $15,000 loss is covered by a policy with a $1,200 premium. Using PROTECTION VALUE = uninsured loss - premium, how much financial risk moves to the insurer?



	A. $1,200
	B. $15,000

	
	

	C. $13,800 ✓
	D. $16,200



	3.
	Which of these best explains how risk pooling works?



	A. Each person only ever pays for their own losses

	

	B. Many people pay premiums into a shared pool that covers the big losses of the unlucky few ✓

	

	C. The insurer pays everyone's losses out of its own pocket for free

	

	D. You get all your premium money back if you never have a loss



QUICK WRITE
Open Response
In 2-3 sentences, explain to a friend who thinks insurance is a waste of money why a person would pay a small premium for protection they hope never to use. Use the words 'risk pooling,' 'premium,' and 'protection' in your answer.

	
	RUBRIC (4 points): (1) explains that a premium is small compared to a big loss; (2) uses risk pooling (a shared pool covers the unlucky few); (3) uses all three words (risk pooling, premium, protection); (4) statements are accurate. SAMPLE 4-POINT RESPONSE: "Insurance is not a waste. Through RISK POOLING, your small PREMIUM joins a big shared pool that pays the huge losses of the few people who have a disaster each year - and any year that could be you. You are paying for PROTECTION against a loss too big to cover yourself, like a $15,000 car or a $50,000 fire, not throwing money away." Deduct 1 point per missing or incorrect element.


ANSWERS
	1.
	A

	2.
	C

	3.
	B
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