TEEN MONEY INDEPENDENCE Unit 7: Housing & Insurance - Unit Guide

Unit7 - Weeks 9-10
Housing & Insurance

Renting, buying, mortgages, and protecting yourself from risk

LESSON 7.1
Renting — The Real Cost of an Apartment

Calculate the true move-in cost for a given apartment

Apply the 30% rule to a real take-home pay scenario

Identify costs beyond monthly rent that renters must budget for

Explain when a co-signer is typically required

Most teenagers think moving out costs first month's rent plus a little extra. The real number is usually
two to three times that — and discovering it only after you've committed to an apartment is one of the
most common early-adulthood financial shocks. This lesson replaces surprise with math, so when you're

ready to move out, you already know exactly what you need — and you've had time to save for it.

The move-in costs are the first shock. Almost every landlord requires a security deposit — typically
equal to one month's rent, sometimes two — held to cover potential damages when you leave. You'll also
pay first month's rent upfront, and many landlords require last month's rent as well. On a
$900/month apartment, that's potentially $2,700 before you own a single piece of furniture. Some
apartments also charge application fees ($25—-$75), credit check fees, or pet deposits ($200—-$500 if

you have a pet). Total before you move in: easily $2,500-$3,500.

Monthly costs beyond rent are the second surprise. Rent is the floor, not the ceiling. Add electricity
($60—-%$150/month depending on climate and unit size), gas or heating ($30—$100), water and sewer
(sometimes included, sometimes $30—-$50), internet ($40-$80), and renter's insurance
($10—$20/month — always get this). A $900/month apartment realistically costs $1,100—$1,300/month

all-in. Budget from the all-in number, not just rent.

Renter's insurance deserves special attention because almost no first-time renters get it — and almost
every first-time renter who skips it regrets it. Renter's insurance covers your personal belongings if they're
stolen, damaged by fire, or destroyed by a burst pipe. It also covers liability if someone is injured in your

apartment. The average policy costs $15—$20/month. The average claim is for theft or fire damage worth
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thousands. This is one of the best value insurance products available — low premium, meaningful

protection, and your landlord's insurance covers the building but not your stuff.

The income rule for rent is that housing costs (rent + utilities) should not exceed 30% of your gross
income, or ideally 30% of your net income to be conservative. On a $2,000/month net income, that's
$600 maximum for housing — which is very difficult in most markets. On $3,000/month net, it's $900
— workable in mid-size cities but tight in major metros. If you can't hit the 30% rule alone, roommates
are often the practical solution: splitting a $1,400 two-bedroom apartment means $700 each, versus

$1,000+ for a studio alone. The math almost always favors roommates in early adulthood.

What landlords look for matters because getting approved is not automatic. Most landlords want to
see income of 2.5—3x the monthly rent — meaning a $900/month apartment typically requires $2,250—
$2,700/month in verifiable income. They'll check your credit score (aim for 620+ minimum, 680+ for
the best approval odds), your rental history (previous landlords may be contacted), and your employment
status. If you're a first-time renter with limited credit history, a co-signer — typically a parent who
agrees to be responsible if you default — may be required. Understanding these criteria lets you prepare

before you apply rather than being rejected and losing application fees.

The hidden costs of moving itself add up fast: truck rental ($50-$200), moving supplies, utility
setup fees and deposits, replacing items that don't survive the move, and furnishing a place that
previously had furniture. A realistic "moving fund" for a first apartment is $3,000—$5,000 minimum —
and that's before the security deposit. Starting to save for this well in advance, rather than figuring it

out when you're ready to move, is what separates a smooth transition from a stressful scramble.

Before you sign anything: Calculate the true all-in monthly cost (rent + utilities + renter's
insurance). Multiply rent by 3 to estimate your move-in cash needed. Verify the income
requirement (2.5—3x rent) against your actual take-home. Check your credit score at
annualcreditreport.com. Then ask yourself: do I have the savings, the income, and the credit to
do this without financial strain? If the answer is yes, you're ready. If no — now you know exactly

what to build toward.
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Term Definition

Security deposit A refundable payment held by the landlord — typically one month's rent

— returned when you move out if the apartment is in good condition

First and last month = Many landlords require both the first month's rent AND the last month's

rent upfront at move-in, in addition to the security deposit

30% rule The guideline that housing costs (rent + utilities + renter's insurance)

should not exceed 30% of your monthly take-home pay

Utility deposit A refundable fee charged by utility companies when starting new service

— adds $200-$400 to typical move-in costs

Co-signer A person (typically a parent) who signs the lease alongside you and is

legally responsible for rent if you cannot pay

Application fee A non-refundable fee paid to apply for an apartment — covers the

landlord's cost of a background and credit check

Move-in cost The total cash needed before occupying an apartment: first month + last

month + security deposit + utility deposits + moving expenses
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LESSON 7.2
Reading a Lease

¢ Identify the five highest-consequence clauses in a residential lease
e C(Calculate the real cost of breaking a lease early
e Explain the difference between a fixed-term lease and month-to-month

e Know the proper procedure for giving notice to vacate

A lease is a legal contract — often 15 to 30 pages — that determines your rights, your obligations, and
your financial exposure for the next 12 months. Most people sign without reading it. This lesson changes
that. You don't need to understand every legal term in a lease, but you do need to find and understand
several specific clauses, because each one can cost you significant money if you ignore it or discover it too

late.

Lease term and renewal is the first thing to confirm. Most leases are 12 months, but some are month-
to-month, 6-month, or 18-month. Know exactly when your lease starts, when it ends, and what happens
at the end. Many leases auto-renew — sometimes at a higher rent — unless you give written notice
(typically 30—60 days before the end date) that you're leaving. Missing that notice window can obligate
you to another full lease term or trigger penalties. Put the notice deadline in your calendar the day you
sign.

Rent amount, due date, and late fees seem obvious but read the fine print carefully. What day is
rent due? What is the grace period before a late fee kicks in? How much is the late fee — a flat amount
($50—-%$100) or a percentage of rent? Are there fees for paying by certain methods (some landlords charge
extra for credit card payments)? Can rent be increased mid-lease, or only at renewal? A lease should
specify the exact rent amount, the exact due date, and the exact late fee structure. If any of these are vague

or absent, ask for written clarification before signing.

Security deposit terms are where many tenant-landlord disputes originate. The lease should specify
the deposit amount, what it can be used for (typically damage beyond normal wear and tear, unpaid rent),
how long the landlord has to return it after you move out (typically 14—30 days depending on state law),
and what documentation is required. Before you move in, do a thorough walk-through with the landlord,
photograph everything — every scuff, stain, and damage — and submit a written move-in checklist. This

documentation is your protection when you move out and want your deposit back.
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Rules and restrictions cover what you can and cannot do in the unit. Can you have pets (and if so, is
there a pet deposit or monthly pet fee)? Can you paint walls? Hang pictures (and how — nails vs.
command strips)? Sublet or have long-term guests? Make modifications? Run a home business? Smoke?
These rules vary enormously between landlords and can affect your daily life significantly. Violating lease
rules can be grounds for eviction or deposit deductions. Read them, know them, and if something

important to you isn't addressed, ask for clarification or an addendum in writing.

Maintenance and repair responsibilities should be clearly defined. Who is responsible for pest
control? Lawn care? Snow removal? Replacing light bulbs? Filter changes? What's the process for
requesting repairs — and what's the landlord's required response time? Most states have laws requiring
landlords to maintain habitable conditions, but "habitable" is a legal standard, not a comfort standard.
Know what your landlord is obligated to fix and how quickly, so you're not left waiting months for a

broken heater.

Early termination clauses matter because life happens. What happens if you need to break the lease
early — job relocation, family emergency, or simply needing to move? Many leases require you to pay rent
for the remaining lease term, or charge a fee equal to 1—2 months' rent, or both. Some leases allow
subletting as an alternative. Some states require landlords to make reasonable efforts to re-rent the unit
(called the "duty to mitigate") rather than simply collecting rent from you while the unit sits empty. Know
your state's laws and the specific lease terms before you assume you can leave without financial

consequence.

The move-in checklist: On your first day, walk every room with your landlord (or alone if
they re not available) and photograph or video every existing mark, stain, dent, and damage.
Send the photos to the landlord by email immediately — creating a timestamped record that
predates your tenancy. This single habit is the most effective way to protect your security
deposit. Landlords cannot charge you for damage that existed before you moved in, but without

documentation, it's your word against theirs.
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Term Definition

Notice to vacate Written notification to your landlord that you are leaving — must be given

30-60 days before move-out, even when the lease is ending

Early termination Breaking a lease before its end date — typically triggers a penalty of 1—-2

months' rent plus potential continued rent liability

Subletting Renting your unit to another person while still on the lease — requires

explicit written landlord approval in most leases

Lease renewal Extending the lease for another term — landlord can raise rent to any

amount at renewal unless local rent control applies

Late fee A penalty charged when rent is paid after the grace period — typically
triggered 3—5 days past the due date, often $50-$150

Default Failing to meet the terms of the lease — most commonly by not paying rent

— which can lead to eviction proceedings

Month-to-month A lease that renews monthly rather than annually — more flexible for the

tenant, but the landlord can also change terms with 30 days notice

Addendum A supplemental document attached to the lease that modifies or adds to

the original terms — carries the same legal weight as the lease itself
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LESSON 7.3
Buying a Home — How Mortgages Actually Work

¢ Explain the four components of a PITI mortgage payment
e Calculate how a credit score affects mortgage interest rates and total paid
e Describe when PMI is required and how to eliminate it

e Explain what amortization front-loading means for early extra payments

Buying a home is the largest financial transaction most people ever make — typically $200,000 to
$500,000+ — and most people make it with an incomplete understanding of what they're actually
agreeing to pay. The advertised number is the mortgage payment, but the real monthly cost of home-
ownership is significantly higher. Understanding how mortgages actually work — before you need one —

gives you years to prepare and the ability to make this decision clearly when the time comes.

A mortgage is a loan secured by real estate. You borrow the purchase price minus your down
payment, and the home serves as collateral — meaning if you stop making payments, the lender can
take the home through a process called foreclosure. You repay the loan in monthly installments over
the loan term, typically 15 or 30 years. The longer the term, the lower the monthly payment — but the
more total interest you pay. A $300,000 mortgage at 7% over 30 years costs $718,000 in total payments.
The same loan over 15 years costs $485,000. The 15-year saves $233,000 in interest but requires a higher

monthly payment.

The true monthly cost of home-ownership is expressed as PITI: Principal (paying down the loan
balance), Interest (the cost of borrowing), Taxes (property taxes, typically 1-2% of home value
annually, divided by 12), and Insurance (homeowner's insurance, typically $100—$200/month). If your
down payment is less than 20%, lenders also require PMI (Private Mortgage Insurance) — an additional
$50—%$200/month that protects the lender, not you, until you've built 20% equity. On a $280,000 home
with 10% down at 7%: Principal & Interest ~$1,678, Property Tax ~$292, Insurance ~$120, PMI ~$140.
Total PITI+PMI: ~$2,230. The loan payment alone doesn't tell the whole story.

Down payment is the upfront cash you bring to the purchase. The traditional standard is 20% — on a
$280,000 home, that's $56,000 — which eliminates PMI and reduces the loan amount. Many first-time
buyers use programs that allow lower down payments: FHA loans require as little as 3.5% down with a

credit score of 580+. VA loans (for veterans) and USDA loans (for rural areas) can require 0% down.
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Lower down payments make buying accessible sooner but increase monthly costs through PMI and
higher loan balances. The right down payment depends on your savings, the housing market, and how

long you plan to stay in the home.

Interest rates have an enormous impact on total cost. At 4% on a $250,000 30-year mortgage: monthly
payment $1,194, total interest $179,600. At 7%: monthly payment $1,663, total interest $348,700. A 3%
rate difference costs $169,100 more over the life of the loan — and that's before the higher monthly
payment compounds the difficulty. Your interest rate depends on the Federal Reserve's benchmark rates
(which affect the whole market), your credit score, your down payment size, and the type of loan. A 760+
credit score gets significantly better rates than a 680 score — the difference can be 0.5-1%, which on a

30-year loan represents tens of thousands of dollars.

Renting vs. buying is not a simple calculation. Buying builds equity over time — each mortgage
payment reduces your loan balance and increases your ownership stake. Renting builds no equity but
offers flexibility and avoids repair costs, property taxes, and HOA fees. The break-even point — when
buying becomes cheaper than renting — is typically 5—7 years in most markets. If you're likely to move
within 5 years, renting is often the better financial choice. The hidden costs of buying ( closing costs of
2—5% of purchase price, maintenance averaging 1% of home value annually, transaction costs when

selling) make short-term home-ownership expensive even if the market appreciates.

The home-ownership preparation checklist: Build a credit score above 740. Save a down
payment (20% is ideal; 5—-10% is workable with PMI). Build an emergency fund separate from
your down payment — home-ownership creates unexpected expenses constantly. Keep your debt-
to-income ratio below 43% (total monthly debt payments divided by gross monthly income). And
study the market in your target area — home prices, property tax rates, and HOA fees vary

dramatically by location. Start preparing now even if buying is 5—10 years away.

Term Definition

Mortgage Aloan used to purchase real estate — the property serves as collateral, and

the lender can foreclose if you stop making payments

PITI The four components of a true mortgage payment: Principal, Interest,

Taxes (property), and Insurance (homeowners)
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Term Definition

PMI Private Mortgage Insurance — required when down payment is less than

20%, protects the lender (not you) if you default

Down payment The upfront cash portion of a home purchase — 20% avoids PMI; lower

down payments increase monthly costs and total interest paid

Amortization The schedule of payments that gradually pay off a loan over time — front-

loaded toward interest in early years, toward principal later

Equity The portion of the home's value you actually own — purchase price minus

remaining loan balance; builds as you pay down the mortgage

Fixed-rate mortgage A mortgage where the interest rate stays the same for the entire loan

term — provides predictable monthly payments for 15 or 30 years

Closing costs Fees paid at the time of purchase (2—-5% of home price) — includes loan

origination, appraisal, title insurance, and prepaid taxes and insurance
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LESSON 7.4
Health Insurance Basics

¢ Explain the four cost layers of health insurance with real numbers
e Calculate out-of-pocket costs for a medical event given a plan's terms
¢ Distinguish between HMO, PPO, and HDHP plan structures

e Explain what an HSA is and who benefits most from one

Health insurance is the most complex financial product most Americans own — and the most expensive
to get wrong. A single emergency room visit without insurance can cost $3,000—-$15,000. A
hospitalization can run $30,000—-$100,000+. Surgery can exceed $100,000. Health insurance exists to
convert those unpredictable, potentially catastrophic costs into predictable, manageable expenses. But

the product itself is complicated, and the terminology is deliberately dense. This lesson cuts through it.

Every health insurance plan has a premium — the monthly amount you pay to have coverage, regardless
of whether you use it. Think of it as your subscription fee for access to the insurance system. Premiums
vary enormously: employer-sponsored plans might cost you $100-$300/month (with your employer
covering another $400—$600), while individual marketplace plans can run $300—$700/month or more.
Lower premiums almost always mean higher out-of-pocket costs when you actually use care — that trade-

off is the central design of most health insurance plans.

The deductible is the amount you pay out of pocket before insurance begins covering costs. A $2,000
deductible means you pay the first $2,000 in medical costs each year yourself. After that, insurance
kicks in. High-deductible health plans (HDHPs) have deductibles of $1,600+ (individual) and lower
premiums — they're designed for people who are generally healthy and rarely need care. Low-deductible
plans have higher premiums but insurance starts paying sooner. The right choice depends on your health

and how much risk you can absorb financially.

After the deductible, you typically still pay a share of each service through co-pays or coinsurance. A
copay is a flat fee per service — $20 for a primary care visit, $50 for a specialist, $10 for a generic
prescription. Coinsurance is a percentage — you pay 20% of the cost, insurance pays 80%. The out-of-
pocket maximum is the most you'll pay in a year before insurance covers 100% of costs. In 2025,

federal law caps individual out-of-pocket maximums at $9,450. Once you hit that number, every
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covered service is free for the rest of the year. This is the insurance against catastrophic costs that makes

health insurance genuinely valuable.

In-network vs. out-of-network is one of the most important concepts in health insurance. Insurance
plans negotiate discounted rates with specific doctors, hospitals, and labs — these are "in-network"
providers. Using in-network providers means your insurance applies. Using out-of-network providers
can mean you pay the full undiscounted cost, or a much higher coinsurance rate, or that insurance
doesn't cover the visit at all. Before any non-emergency care, verify that your provider is in-network.
Emergency rooms are more complex — even in-network hospitals can have out-of-network emergency
physicians, a situation that has caused enormous surprise bills. The No Surprises Act (2022) provides

some protection here, but understanding the risk matters.

Types of plans add another layer. An HMO (Health Maintenance Organization) requires you to
choose a primary care physician who coordinates all your care and provides referrals to specialists. Less
flexibility, lower cost. A PPO (Preferred Provider Organization) lets you see any doctor without a
referral and gives you more flexibility to go out-of-network (at higher cost). Higher flexibility, higher
premium. A HDHP with HSA pairs a high-deductible plan with a Health Savings Account — a tax-
advantaged account where you save money specifically for medical expenses. HSA contributions are tax-
deductible, grow tax-free, and are tax-free when used for medical costs — a triple tax advantage that

makes HDHPs attractive for healthy young adults who can absorb the higher deductible.

How young adults get coverage: Until age 26, you can stay on a parent's health insurance plan — this
is often the best and cheapest option. Once you get a full-time job with benefits, employer-sponsored
insurance is typically the next best option (employers subsidize a significant portion of the premium). If
you're self-employed, freelancing, or between jobs, the Health Insurance Marketplace (healthcare.gov)
offers plans with income-based subsidies. Medicaid covers low-income individuals in most states.
Going uninsured is almost never the right financial decision — one serious illness or accident can create

debt that takes years or decades to resolve.

The terminology cheat sheet: Premium = monthly subscription cost. Deductible = what you
pay before insurance starts. Copay = flat fee per visit. Coinsurance = your percentage share after
deductible. Out-of-pocket maximum = the most you'll ever pay in a year. In-network = covered
providers. Out-of-network = more expensive or uncovered. Knowing these six terms lets you

compare any two health insurance plans clearly.
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Term Definition

Premium The monthly fee to maintain health insurance coverage — paid regardless

of whether you use any medical services that month

Deductible The amount you pay out-of-pocket for covered medical care before your

insurance begins contributing to costs

Copay A flat fee paid for a specific medical service after your deductible is met —

for example, $30 for a primary care visit

Coinsurance Your percentage share of medical costs after meeting your deductible —

for example, you pay 20% and insurance pays 80%

Out-of-pocket The most you will pay for covered services in a plan year — once reached,
maximum insurance covers 100% for the rest of the year
HDHP High-Deductible Health Plan — lower monthly premiums but higher

deductibles; qualifies for an HSA with triple tax advantages

HSA Health Savings Account — triple tax advantage: pre-tax contributions, tax-

free growth, and tax-free withdrawals for medical expenses

In-network Healthcare providers who have contracted with your insurer at negotiated
rates — using in-network providers costs significantly less than out-of-

network
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LESSON 7.5
Auto & Renters Insurance

o Explain the difference between liability, collision, and comprehensive coverage
e (Calculate how a higher deductible affects premiums and break-even time
e Describe what renters insurance covers (and does not cover)

¢ Explain why teen auto insurance rates are significantly higher

Insurance is a financial tool for converting unpredictable, potentially catastrophic losses into predictable,
manageable costs. You pay a small, certain premium so you're protected from large, uncertain losses.
Auto and renters insurance work on this same principle — and both are non-negotiable for financially
responsible young adults. The mistake most first-time insurance buyers make isn't going uninsured —
it's being under-insured, with coverage that sounds sufficient until you actually need it and discover the
limits.

Auto insurance is legally required in almost every state if you own and drive a car. But the minimum

required coverage is rarely sufficient protection. Auto policies have several components.

Liability coverage pays for damage you cause to other people and their property — this is the legally
required part. It's expressed as three numbers: 25/50/25 means $25,000 per person for bodily injury,
$50,000 per accident for bodily injury, and $25,000 for property damage. If you cause an accident
injuring someone seriously, $25,000 barely covers an ER visit — and you're personally liable for anything

above your coverage limit. Experts recommend at least 100/300/100 for meaningful protection.

Collision coverage pays to repair or replace your car after an accident, regardless of fault.
Comprehensive coverage covers non-collision damage: theft, vandalism, weather, hitting an
animal. Both have deductibles — the amount you pay out of pocket before insurance covers the rest. A
$500 deductible means you pay the first $500 of any claim; insurance covers the rest up to the car's value.
Higher deductibles mean lower premiums but more out-of-pocket cost per claim. On older, lower-value
cars, dropping collision and comprehensive (carrying liability only) is sometimes financially rational —

if your car is worth $3,000 and you'd pay $800/year for full coverage, the math may not pencil out.

Uninsured/Under-insured Motorist coverage (UM/UIM) is often overlooked but critically
important. About 13% of U.S. drivers are uninsured. If an uninsured driver hits you, their insurance

doesn't pay — because they don't have it. Without UM/UIM coverage, you may be stuck paying for your
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own injuries and repairs out of pocket or through your health insurance. UM/UIM coverage is relatively

inexpensive to add and provides essential protection against the negligence of others.

Medical Payments (MedPay) or Personal Injury Protection (PIP) cover your medical costs

regardless of fault — important in states with no-fault insurance laws.
What determines your auto insurance rate?

Your driving record (accidents and violations raise rates significantly), your age (teenagers pay the
highest rates — statistically the highest-risk group), your vehicle (sports cars and luxury vehicles cost
more to insure), where you live (urban areas with more theft and accidents cost more), your credit score
in most states (higher credit = lower rates), and the coverage levels you choose. Teenage drivers on their
own policy can pay $3,000—$6,000+ /year. Staying on a parent's policy as long as possible dramatically

reduces this cost. Taking a defensive driving course often earns a discount.

Renters insurance covers your personal belongings — furniture, electronics, clothing, jewelry — if
they're stolen, damaged by fire, water damage from a burst pipe, or other covered events. It also includes
liability coverage (if someone is injured in your apartment and sues you) and loss of use coverage (if
your apartment becomes uninhabitable, it pays for temporary housing). The average renters insurance
policy costs $15—$20/month for $30,000 in personal property coverage and $100,000 in liability. It is
consistently rated one of the best value insurance products available. And yet most renters — especially

young renters — skip it, discovering its value only when they need to make a claim and can't.

How to file an insurance claim is practical knowledge worth having before you need it. Document
everything immediately after an incident: photos of damage, police report if applicable, contact
information for any other parties involved. Contact your insurance company promptly — most policies
require timely reporting. An adjuster will assess the damage and determine the payout. You pay the
deductible; insurance covers the rest up to your policy limit. Your premium may increase after a claim —
this is called a surcharge. Understanding this trade-off helps you decide when to file a claim (large losses)

versus pay out of pocket (small losses close to your deductible).

The minimum you should have: Auto insurance with at least 100/300/100 liability,
uninsured motorist coverage, and collision/comprehensive if your car has meaningful value.
Renters insurance with at least $20,000 in personal property coverage and $100,000 in liability.
Together these two policies cost $50—$80/month _for most young adults — a small price for real
financial protection. Get quotes from at least three insurers; rates vary significantly for identical

coverage.
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Term Definition

Liability coverage Required auto insurance covering injuries and property damage you cause

to others — does not cover your own vehicle or injuries

Collision coverage Optional auto insurance paying for damage to your own car in an at-fault

accident, minus your deductible

Comprehensive Optional auto insurance covering non-collision damage — theft, weather
coverage events, vandalism, animal strikes
Deductible The amount you pay out-of-pocket before insurance covers the rest —

higher deductibles lower premiums but require more cash after a claim

Uninsured motorist Coverage protecting you when the at-fault driver has no insurance or

insufficient coverage to pay for your injuries or damages

Renters insurance An affordable policy ($15—30/month) covering personal property,

personal liability, and temporary living expenses for renters

Liability limit The maximum your insurance will pay per person or per accident —

amounts above your limit become your personal financial responsibility

Umbrella policy Additional liability coverage ($1M+) beyond your auto and renters policies

— approximately $150—$300/year

Teen Money Independence - Educational use only - Not financial advice



TEEN MONEY INDEPENDENCE Unit 7: Housing & Insurance - Unit Guide

LESSON 7.6
Consumer Rights & Protection

e Describe the five most important federal consumer protection laws
e Execute the correct first three steps if identity is stolen
e Dispute an unauthorized credit card charge correctly

¢ Identify at least five red flags of financial scams

You have more financial rights than you probably know — and knowing them is the difference between
getting resolution and losing money. Federal law gives you specific, enforceable tools to fight back when
you're overcharged, harassed by debt collectors, given inaccurate credit information, or victimized by
identity theft. These protections exist regardless of your age or income. Most people never use them

simply because they don't know they exist. This lesson is your reference guide.

The Fair Credit Reporting Act (FCRA) governs your credit reports and gives you powerful rights.
You're entitled to one free credit report annually from each of the three bureaus (Equifax, Experian,
TransUnion) at AnnualCreditReport.com. If your report contains errors — incorrect accounts, wrong
payment statuses, accounts that aren't yours — you have the right to dispute them, and the bureau must
investigate within 30 days. If the information can't be verified, it must be removed. Errors are more
common than most people realize: studies suggest 20—25% of credit reports contain at least one error.
Checking your reports annually and disputing errors is free, takes about 30 minutes, and can

meaningfully improve your credit score.

The Fair Debt Collection Practices Act (FDCPA) strictly regulates how debt collectors can contact
you. Collectors cannot call before 8 AM or after 9 PM. They cannot call your workplace if you've told them
your employer doesn't permit it. They cannot use abusive, threatening, or profane language. They cannot
make false statements about what you owe or threaten legal action they don't intend to take. You can send
a written "cease communication" letter, after which the collector may only contact you to confirm they've
received it or to notify you of a specific legal action. If a collector violates the FDCPA, you can sue them
— and they pay your attorney fees if you win. Knowing this transforms your relationship with debt

collection calls.

The Truth in Lending Act (TILA) requires lenders to clearly disclose the terms of any loan or credit

agreement before you sign — including the APR, total finance charges, payment schedule, and total
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amount you'll repay. This is why every credit card offer includes a standardized "Schumer Box" showing
key terms. TILA also gives you a right of rescission on certain loans secured by your home — a 3-day
window to cancel after signing without penalty. When you receive loan documents, read the TILA

disclosures carefully: they show the true cost of borrowing, not just the monthly payment.

Identity theft is one of the fastest-growing financial crimes, and young people are frequently targeted
because they often have clean credit histories and aren't monitoring their reports. If your personal
information is stolen and used to open fraudulent accounts, you can place a fraud alert (free, lasts 1
year, requires lenders to verify your identity before opening accounts) or a credit freeze (free, indefinite,
completely blocks new credit from being opened in your name) at all three bureaus. A credit freeze is
the strongest protection and is reversible — you temporarily lift it when you want to apply for credit
yourself. If you're not actively applying for credit, a freeze costs nothing and provides significant

protection.

The Consumer Financial Protection Bureau (CFPB) is the federal agency specifically created to
protect consumers in financial markets. If you've been wronged by a bank, credit card company, debt
collector, mortgage lender, or other financial company and can't get resolution directly, you can file a
complaint at consumerfinance.gov/complaint. The CFPB forwards complaints to companies and requires
a response. Having a federal agency in your corner changes the dynamic significantly — companies
respond to CFPB complaints much faster than to individual customer complaints. The CFPB also

maintains extensive educational resources on financial topics at no cost.

Warranty and return rights are consumer protections most people underuse. Federal law (the
Magnuson-Moss Warranty Act) governs written warranties on consumer products. Many states have
"lemon laws" protecting car buyers. The FTC's Mail, Internet, or Telephone Order Rule requires sellers
to ship within the time-frame they advertise or give you the option to cancel. Credit card charge-back
rights let you dispute charges for goods not received, significantly different from what was described, or
made by fraud — and the card issuer must investigate and provisionally credit your account while they
do so. These protections are most powerful when you use credit cards for purchases (not debit cards) and

keep records of transactions.

Teen Money Independence - Educational use only - Not financial advice



TEEN MONEY INDEPENDENCE Unit 7: Housing & Insurance - Unit Guide

Your annual financial protection checklist: Pull your free credit reports from all three
bureaus and check for errors. Review your bank and credit card statements for any unfamiliar
charges. Verify that your contact information at all financial institutions is current (so fraud
alerts reach you). Consider placing a credit freeze if you're not planning to apply for credit soon.
Know that you can dispute errors, stop collector harassment, and get federal help if a financial
company wrongs you. These actions take a couple hours per year and represent genuine financial
self-defense.

Term Definition

FCRA Fair Credit Reporting Act — gives you the right to one free annual credit

report per bureau and the right to dispute inaccurate information

Charge-back A forced reversal of a credit card charge — issued by your card company

when you dispute an unauthorized or fraudulent transaction

Fraud alert A notice placed on your credit file requiring lenders to take extra identity

verification steps — file at one bureau and all three are notified

Credit freeze A complete block on new creditors accessing your credit file — strongest

identity theft prevention, free since 2018, must be placed at each bureau

FDCPA Fair Debt Collection Practices Act — prohibits debt collectors from calling

outside 8am—9pm, threatening you, or misrepresenting what you owe

CFPB Consumer Financial Protection Bureau — the federal agency that accepts

consumer complaints at consumerfinance.gov

Identity theft Unauthorized use of your personal information to open accounts, make
purchases, or commit fraud — can damage credit for years if not addressed

quickly

Phishing A scam where fraudsters impersonate trusted institutions via email, text,

or phone to steal passwords, SSNs, or financial account information
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