TEENAGERS AND
CREDIT CARDS
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TEENAGERS AND
CREDIT CARDS: BEWARE

Did you realize that credit card companies are setting their sights on the
teenage population as their next great consumer group? Although most
teenagers don’t fully understand the repercussions of using a credit card,
and the impact it can have on their future financial situations, it's not
stopping credit card companies from luring them in.

More teens are working full or part-time jobs and are spending their own
money. Last year, youngsters shelled out $105 billion of their own money;,
compared with $94 billion in prior years, according to Teen Research’s
survey of 2,036 respondents in demographically selected areas.

Because of this “rich” market sector, credit card companies, such as
Capitol One®, are targeting high school juniors and seniors with a
co-signed MasterCard® that is solicited through the Internet and mailings
addressed to their parents.

Because of this new trend of marketing to teens, one out of three high
school seniors use credit cards, and half of them have cards in their own
names, according to a 2006 survey by the Washington, D.C. — based
Jump$tart Coalition.

The Capitol One® card has an alarming fixed annual percentage rate and
no annual fee. Credit limits range from $200 to $1,000. The child gets
the card — and the bill —in his or her name, but the parents are legally
responsible for the account. But are teens prepared to take on the
responsibilities of using a credit card? JumpS$tart says teens aren’t ready
for credit cards.

The group quizzed 723 12th-graders in public schools around the country
on topics such as paying taxes, using credit cards and retirement savings.
On average, participants answered only 52% of the questions correctly,

a failing grade. They did worse than a few years ago, when 57% was the
average score.



HOW TO PREPARE YOUR TEEN

So how can we help prevent our teenagers from ruining their credit even
before they reach college or find a “real” job? Most experts agree that
parents should set up a program to help their kids understand finances.

HELPFUL HINTS

First, make certain that the teen has a checking account. Teens should first
understand the basic skills of writing a check and tracking money. After
they have demonstrated the ability to balance a checkbook, let them use

a debit card, which looks and acts like a credit card but is tied to the
checking account.

When the teen has mastered those basics, apply for an extra credit card
under the parent’s name on an account at a retail store or local bank.

Tell the teens how the card works — starting with the connection between
charging one month and paying the next. Emphasize that it's not free
money unless the balance is paid in full before the grace period expires.
Explain interest and how it adds up if the debt continues to grow. Look at
the fine print and review other key terms such as late fees.

Be sure to set some ground rules. Is the card reserved for emergencies or
specific purposes such as clothes shopping?

Emphasize the importance of making certain the card is kept in a safe
place, and what to do if it’s stolen or lost.

Set limits and supervise the teen’s usage. Monitor what happens when you
give them an amount to spend, say $150 on clothes. Do they surpass the
limit? If so, the parents should be prepared to penalize the teen.

Help develop and advance their level of responsibility. When parents feel
the teen is ready for a card in their name, encourage them to shop around
for low rates and fees.



Parents and teens should keep a close eye on limit increases by the credit
card company. Just because the card has, for example, a $1,000 limit does
not mean that it should be spent. And with a limit that high, it could easily
be increased to $2,000 or $3,000 within a six month period.

Parents should keep in mind that teens may apply for a card in their own
name when they turn 18. Don’t be surprised to see credit card offers
addressed to a son or daughter, well before their 18th birthday. Parents
should keep an eye out for such offers through the mail.

With credit cards, parents must define what an acceptable purchase is.
Pizza at midnight is not a proper purchase. Recently, fast-food restaurants
did not take credit cards, and now it's hard to find one that does not
accept them. This could be a quick way to get into debt.

Parents should also remember that credit card companies who are
reaching out to teens or minors with major credit cards must follow the
same federal disclosure law they do for marketing to adults. Whether they
are selling by mail, telephone, or the Internet, banks are required to reveal
costs such as annual fees and finance charges.

Emphasize the importance of good credit history and how poor credit can
ruin their efforts to buy their first car or rent an apartment. Show them how
to get a copy of their credit report.

Give the teen responsibility for paying all or part of their balance from an
allowance or job. If the teens aren’t earning the money, it's not a beneficial
exercise. Most teens don’t really appreciate the value of money until they
are out working hard and being rewarded with a paycheck.



Teens & Credit Cards




THE INTERNET, TEENS, ) 1
AND CREDIT CARDS

Consumer advocates are worried that credit cards will give minor access to
the Internet’s unsavory side — pornographic Web sites, or illegal alcohol and
weapons sales.

Internet companies such as DoughNET, iCanBuy and RocketCash are
countering those issues by setting up virtual malls with stores appropriate
for teens.

Parents set up prepaid accounts for their children. Some of the sites
incorporate learning tools to teach kids about banking.

But parents should always be wary and keep a close eye on what their
teens are buying over the Internet. The parent and teen could form a pact,
meaning that anything bought on the Internet would be revealed. The
Internet does have a sinister side and many teens, armed with a credit
card, could be sucked into something over their heads.




PARENTS - EDUCATE YOURSELVES,
EDUCATE YOUR TEENS

Some parents may wonder why so many groups are making such clamor?
After all, most parents never experience a course on personal finance and
they’re getting by — and in some cases, barely getting by or worse.

Parents must learn to change their old attitudes. This is not the same world
that they grew up in. Teens and children are being saturated with a
devious advertising message — Buy!

Spending is portrayed as an entitlement of young people. The ramifications
of over spending are not found in this advertising message. Immediate
gratification is the only thing that matters. To make that easier, credit card
companies single out teens and newly graduated high school students with
their message — Buy!

If a teen wants an expensive toy, parents should teach the teens to save
their money they make from chores or other jobs. When they have the
money, the teens can use a credit card. When the bill comes due, the
entire balance needs to be paid off. This is a good way to postpone the
immediate gratification factor. It's okay to want material things but
sometimes you just have to wait.



TEAMWORK

When it comes to money habits, parents can be their teen’s best resource
and teammate. But again, that may require some change on the part of
the parents.

What is the message being passed onto teens? Most teens don’t have to
look any further than the way their parents go about their business with
credit cards.

Parents can become more aware of the marketing ploys credit card
companies have adopted and be there to educate their kids on what can
happen when a teen goes “credit card wild.”

Parents and their teens can investigate and learn about fiscal
responsibility and credit cards by surfing the web together. They can
help each other and, as a result, become more credit card savvy and
financially secure.

ADDITIONAL RESOURCES

www.consolidatedcredit.org
www.cautionwithcredit.com

www.jumpstart.org



We thank the Consolidated Credit Counseling Services, Inc. and their
Education Director, Gerri Detweiler, who compiled the text for this booklet and gave
the West Virginia State Treasurer’s Office permission to use the enclosed information.
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Invest through a Financial SMART529

Investment Professional: WEST VIRGINIA'S COLLEGE SAVINGS SOWTION

Conftact 3 local bank or investment firm. Office of State Treasurer John D. Perdue

You should carefully consider the investment objectives, risks, and charges and
expenses of SMART529 and its Underlying Funds before mvestmg This and other
information can be found in the Offering Statement for SMART529 and the prospectuses
or other disclosure documents for the Underlying Funds, which can be obtained by
calling (866) 574-3542. Please read them carefully before you invest or send money.

Investments in SMART529 are not guaranteed or insured by the State of West Virginia, the Board of
Trustees of the West Virginia College Prepaid Tuition and Savings Program, the West Virginia State
Treasurer's Office, Hartford Life Insurance Company, The Hartford Financial Services Group Inc., the
investment sub-advisors for the Underlying Funds or any depository institution and are subject to
investment risks, including the loss of the principal amount invested, and may not be approgriate for all
investors.

SMARTS23 tavestment Options are distributed by Hartlord Securtties Distribution Campany, Inc. Membar SIPC
The mformatian-Is whtten in connection with e premution of marketmg of Ihe matter(s) addressed in this material. The infermation cannol be used or

relied upon for the purpese of ayoiding IRS penatfies. These matedals are net intended to provide tax. acceunting ar lega! advice. As with &l matters
of & B3 or tegatl naturs. you should consult yoiir own tax of gal tounsel for advice.

If you reside in or have taxable income in a state other than West Virginia, you should consider whether
your state has a qualified tuition program that offers favorable state income tax or other benefits
exclusive to your state’s program that are not available under the SMARTS529 program.

“The Hathord” is the Harttord Financigl Services Group. Inc. and its subsidianes.
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SMART529 is a program of the West Virginia College Prepaid Tuifion and
Savings Pregram 8oard of Trustees and is adminisiered by Hartfard Life Insurance Company.






