
Insurance
Interest Approach - Mental Set
Teacher Notes:  Read the following to the class and follow up with the questions at the end of this document and a general class discussion. Do NOT tell them the unit/lesson is on insurance.
Suppose that everyone in the class has just purchased the latest super-duper 3D gaming system called the Shock-en-Awe3000.  It is the greatest gaming system ever developed, allowing the player to feel like they are inside the game, along with the touch, hearing, and even smells of the game set. The game system sells for only $2000 each. 

The system is so fantastic that the class members and some others from the school have formed a Shock-en-Awe3000 club of about 35 members who play every day after school. Sadly, one member's dog entered the simulation chamber of the system while she was at school and damaged the system beyond repair while chasing android rabbits. She only had $200 in savings, and could not purchase another system. 
The club members brainstormed about ways to save other class members from the same tragic loss of their expensive systems. One person suggested that all club members should put $200 into the club account. That way, if a system were damaged, the club could repair or replace the system.  Another member suggested that the first $300 of damage be paid by the owner.  The club adopted these guidelines with specific rules to keep possibly dishonest members from taking advantage. 
What the club had actually done was create a very small __  __  __  __  __  __   __  __  __  company. (The teacher may want to write the blanks on the board and have students guess the letters hang-man style.) The answer is an insurance company.
Use these follow up questions with the class:

1.  The first dollars of loss, the $300 that the owner would have to pay on a new system, is called a ____________.  (deductable) 
2.  The amount that each member put into the club treasury for damaged systems is called an ___________. (insurance premium).

3.  When everyone shares in the ________ of game system loss, it helps ensure that the loss to any one member is not so great that the person cannot buy another system.  (risk).  
4.  When a club member pays their premium, they have really purchased an insurance _________. (policy). 
5.  How many things in your life are insured?  (answers will vary)
	CTAE Resource Network
	Written by Frank B. Flanders for FCS: Consumer Finance -- Insurance  Unit 9
	



