	PERSONAL FINANCE
WHY YOUNG PEOPLE PAY MORE (OR LESS) - RISK PRICING IN AUTO INSURANCE
 ANSWER KEY   EXIT TICKET - ANSWER KEY



	1.
	What does 'risk pricing' mean for auto insurance?



	A. Insurers set your premium using underwriting and risk factors like age and driving record ✓

	

	B. Every driver pays the exact same amount

	

	C. The government sets one price for everyone

	

	D. Price depends only on the car's color



	2.
	CALCULATION: Base rate = $1,200, risk multiplier = 3.00. What is the ANNUAL PREMIUM?



	A. $1,200
	B. $2,400

	
	

	C. $3,600 ✓
	D. $400



	3.
	What is one factor a driver directly controls in their own risk pricing?



	A. Their age
	B. Their driving record ✓

	
	

	C. The company's base rate
	D. How many other drivers the company insures



QUICK WRITE
Open Response
In 2-3 sentences, explain to a friend who just got their license why their first auto insurance quote is so much higher than their parents' premium. Use the words 'risk multiplier,' 'base rate,' and 'driving record' in your answer.

	
	RUBRIC (4 points): (1) states insurers price risk using a risk multiplier applied to a base rate; (2) states the base rate is $1,200/year for a clean-record adult; (3) states a new driver has a high risk multiplier (for example x3.00) because of inexperience, raising the premium above the base rate; (4) uses all three words (risk multiplier, base rate, driving record). SAMPLE 4-POINT RESPONSE: "Insurers price your RISK MULTIPLIER against a BASE RATE of $1,200 a year. New drivers get a high multiplier because they are statistically the riskiest group, so a new driver's premium is much higher than an experienced adult's - and your DRIVING RECORD (tickets and accidents) can raise or lower that multiplier over time." Deduct 1 point per missing or incorrect element.


ANSWERS
	1.
	A

	2.
	C

	3.
	B
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	If you enjoyed this product, please do not forget to rate and review to assist other teachers.



	
	Looking for future discounts? Earn TPT credits by reviewing purchased products.



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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