
Lesson 7 Are You Ready to Be a Financial Counselor? • 1

Dollars and Sense II: Our Interest in Interest, 
Managing Savings, and Debt

Lesson 7

Are You Ready to Be a Financial Counselor?

Instructions for Teachers
Overview of Contents

Lesson 7 contains three computer simulations, each 
intended to challenge students to apply what they have 
learned in previous lessons to help a desperate individual 
or couple with a looming financial catastrophe. Though 
each of the problems presented involves a slightly 
different concern, they all involve a combination of credit 
card and loan issues complicated by imbalances relating to 
spending. Can  personal finance issues of these people be 
salvaged? And if so, at what cost and what trade-offs?

•	 Simulation	1	challenges	students	to	help	Matt,	a	
despairing teen, whose use of his first credit card to 
balance a shortfall between his part-time income and 
the costs of owning a car and paying college expenses 
has left him with an empty savings account and a credit 
card debt close to the credit limit.
 
•	 Simulation	2	focuses	on	a	30-something	couple	
who have wracked up major credit card bills because of 
extended unemployment. Now they fear that a new 
but lower paying job may lead to the loss of their 
home.  

•	 Simulation	3	involves	a	mature	couple	in	their	50s,	
whose plan for a comfortable retirement and 
continued residence in their home has been 
jeopardized by a job loss and ever growing bills.

M A T E R I A L S

•		Computer	

Simulation	

(available  

online at http://

www.clexchange.

org/curriculum/

dollarsandsense/

Dollars	and	Sense	II/

ds2_lesson7.asp).

•	 Four	handouts				

(use as needed)  

to record plans  

and results.
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In	each	simulation,	students	will	see	the	results	of	
different financial strategies plotted out over time in 
GRAPHS	and	TABLES.	

Core Objectives For Lesson 7
     

(1)	 Learning	how	crises	arise.		The common element 
in each of the three situations involves a basic 
problem	where	spending	EXCEEDS	income.	
Choosing to ignore the problem or address it 
through short-term financing, e.g., spending 
savings down and/or building credit card debt, 
produces a far larger problem later on. The 
primary financial lesson is to recognize and address 
problems as early as possible.

(2)	 Building	and	living	within	budgets.	While the 
imminent loss of a possession (car or home) may 
seem unavoidable, it is important to recognize and 
consider a range of possible strategies for pulling 
oneself	out	of	a	financial	bind.	Foremost	among	
these is to identify ways to balance income and 
spending in order to prevent the problem from 
getting	worse.	The	data	shown	in	GRAPHS	and	
TABLES	reinforce	the	importance	of	mathematical	
thinking. 

(3)	 Use	systems	thinking	to	visualize	complex	problems.	
Systems	thinking	concepts	and	frameworks	
illustrate what happens as dollars enter and 
exit one’s account and as the residual savings 
are subject to compounding interest. This idea 
reinforces students’ deeper understanding of the 
general processes underlying the system.

(4)	 Using	models	to	test	options.		The open-ended and 
hands-on nature of the simulations are designed 
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to encourage students to explore and test options 
and opportunities for evaluating different mental 
models,	assumptions,	or	decisions.	Ultimately,	this	
leads to identifying and then explaining to others 
a preference for one choice over other choices. At 
the core of the process is an important recognition 
that there is no single right answer for everyone. 
Instead,	there	are	options,	trade-offs,	and	multiple	
pathways through which students can define and 
achieve personal financial goals.  

NOTE:	In	this	lesson,	students	work	with	household	
budgets that help them determine where and how 
income	and	expenses	become	unbalanced.	In	the	
three illustrative scenarios, these budgets belong to 
people	with	major	financial	problems.	But,	as	with	
all of the simulations, students may create their 
own scenarios, together with their own budgets, to 
more fully understand how to effectively manage 
income and expenses to avoid crises. 

Deepening Understanding For How The 
“System” Works

The conceptual tools of systems thinking help to visualize 
the dynamic processes which unfold over time. These 
simulations include systems to build assets (savings, 
retirement funds, home equity) while at the same time 
recognizing how to manage spending and debt(s), the 
latter including credit card, automobile loans, and home 
mortgages.	In	all	cases,	while	the	concerns	differ	(the	
loss of a car, a home, a retirement fund), the system for 
evaluating where and how to balance spending with 
income, preferably by minimizing interest paid, is the 
same in all cases. 
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Major	personal	

financial problems 

typically involve a 

failure to act promptly 

when	SPENDING	

EXCEEDS	INCOME.	

Short-term	solutions	

inevitably produce 

longer-term problems: 

(1)	Draining	either	

SAVINGS	or	Retirement	

Funds	undermines	the	

“power” of long-term 

Interest	to	work	for	

you; and                      

(2)	Adding	CREDIT	

CARD	DEBT	only	

increases your 

Spending	by	boosting	

Interest	charges	you	

pay on borrowed 

money. 

Introductions to Each Simulation
Following	are	brief	introductions	to	each	of	the	three	
simulations, annotated versions of suggested student 
worksheets, and possible follow-up questions and 
activities for extended learning opportunities. 

SIMULATION 1: Teen Car and Credit Woes 

http://www.clexchange.org/curriculum/dollarsandsense/
Dollars	and	Sense	II/ds2_lesson7.asp.

This	exercise	is	designed	to	get	students	to	help	Matt,	a	
teen friend, explore if and how he can overcome a 
financial	crisis.	The	problem	was	brought	on	by	Matt’s	
decision to purchase a car that has resulted in the 
exhaustion of his personal savings AND the maxing out of 
his	credit	limit.	Students	explore	a	number	of	options,	
including selling the car, reducing other spending, and 
increasing	work	hours,	in	an	effort	to	pay	off	Matt’s	large	
credit card bill that currently threatens his credit rating.

http://www.clexchange.org/curriculum/dollarsandsense/Dollars and Sense II/ds2_lesson7.asp
http://www.clexchange.org/curriculum/dollarsandsense/Dollars and Sense II/ds2_lesson7.asp
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SIMULATION 1 HANDOUT with ANSWERS and GUIDES FOR TEACHERS

A Teenager’s Nightmare 

1.  Open the Simulation, read the Introduction, and describe your challenge below. 

It	is	important	that	students	understand	(and	can	explain)	the	learning	objective	for	
using	Simulation	1.	The	task	is	to	explore	if	and	how	a	friend	who	has	amassed	a	large	
($1,375)	CREDIT	CARD	DEBT	and	exhausted	his	SAVINGS	while	paying	off	a	car	loan	can	
avoid losing everything.  

2.  Carefully review your friend’s predicament (screen capture & summary below).
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3.  Describe what happens if your friend does nothing. Open the Control Panel, type 
the teen’s current Income of $300 into “Revised Teen Income” (at least one zero in 
the yellow tables must be changed to activate the simulation) and Run. 

Within	2	months,	your	friend	will	have	(1)	maxed	out	his	credit	card	limit	AND												
(2)	exhausted	his	remaining	SAVINGS.	At	that	point,	his	$300	Income	will	be	inadequate	
to	cover	both	his	car’s	expenses	and	make	his	monthly	credit	card	Minimum	Payment	
Due. Presumably, his car will be repossessed and his credit ruined. 
 
The	teen’s	monthly	finances	show	that	$300	is	earned	each	month	while	initial	
spending	is	$426.15.	But	this	$426.15	ASSUMES	that	$100	of	each	month’s	Expenses	
will	be	charged	to	the	teen’s	credit	card	and	paid	off	using	a	Minimum	Payment	
Due.	However,	with	$1,375	of	CREDIT	CARD	DEBT	already,	the	teen	is	on	the	verge	
of	reaching	the	credit	card	limit	and	being	forced	either	to	pay	using	SAVINGS,	or	to	
increase	the	monthly	credit	card	payment	to	REDUCE	the	overall	CREDIT	CARD	DEBT.

A. Hence, a first and important realization: monthly credit card charges must be 
REDUCED	to	avoid	reaching	the	credit	limit.

B.	 In	addition,	the	gap	between	monthly	Income	and	Expenses	MUST	be	balanced.	It	
is	worth	noting	here	that	the	largest	share	of	the	teen’s	monthly	expenses	($284.90)	
is	associated	with	car	expenses.	Selling	the	car	for	its	current	value	(thankfully,	in	this	
instance, the sale would pay the amount of the remaining loan), and finding a less 
expensive transportation alternative would clearly free up much needed funds to 
address the impending credit card crisis. 
 
4. Next, consider possible actions. Will any one action be adequate, or will you 

recommend some combination? Specify at least 2 strategies to consider.

Option 1 Option 2 Option 3

Income & Spending Options

A.	Increase	working	hours	(specify	
Revised	Teen	Income)	

B.	Reduce	non-car	expenses	(specify	
Revised	Other	Expenses)

Car Options

A. Change the number of payments

B.	 Sell	car	(click	button)	

C.	If	car	is	sold,	list	cost	of	
alternative transportation
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Option 1 Option 2 Option 3

Credit Card Options

A. Reduce monthly credit card 
charges (specify Revised 
Monthly	Charges)

B.	Pay	this	(alternative)	amount	on	
credit card monthly (instead of 
Minimum	Payment	Due)

C.	Pay	off	entire	CREDIT	CARD	
DEBT	with	SAVINGS	(click	
button) NOTE:	This	is	NOT	an	option	
in the Teen scenario, but could be in 
other scenarios.

 
So,	what	are	some	viable	options	for	balancing	Income	and	Expenses	AND	preventing	
the	CREDIT	CARD	DEBT	from	GROWING	any	further?	If	the	car	is	not	to	be	sold,	it	will	
be necessary to do the following:

•	 Reduce	monthly	credit	card	charges	as	much	as	possible	(preferably	to	$5-$15/month	
or	eliminate	credit	carad	use	all	together)	to	prevent	significant	growth	in	CREDIT	
CARD	DEBT;	AND

•	 Reduce	other	Expenses	by	a	similar	amount	in	an	effort	to	bring	down	the	GAP	
between	total	monthly	Expenses	($426.15)	and	Income.

 
However,	since	other	Expenses	account	for	only	$100	of	the	$126.15,	it	is	necessary	to	
further 
increase 
Income	by	
at least 
$40-50	a	
month. 
Here is the 
Control 
Panel 
showing 
what 
happens 
when the 
teen takes 
these 
actions.
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Another option, if the teen wants to keep the car, is extending the length of the loan 
from	24	to	36	months,	which	reduces	the	monthly	payment	BUT	increases	the	overall	
cost of the loan.

By	choosing	to	sell	the	car	the	following	would	likely	happen:

•	 Total	monthly	Expenses	would	fall	by	$284.90	to	$141.25	(which	includes	the	$100	of	
other	Expenses	and	continued	payment	of	the	Minimum	Payment	Due	on	the	credit	
card. Remember, alternative transportation costs, which are ideally far less than the 
cost	of	car	ownership,	need	to	be	ADDED;

•	 Assuming	alternative	transportation	costs	are	$100	or	less	each	month,	Income	
would	still	EXCEED	Expenses	(for	example,	$241	versus	$300	in	Income).

The	surplus	should	then	be	earmarked	for	making	a	larger	Monthly	Payment	Due	to	
REDUCE	the	overall	CREDIT	CARD	DEBT.	

The choices above are illustrated below (car was sold at the beginning of the run).

These	are	just	two	of	several	possible	illustrations.	Students	should	be	encouraged	to	
explore	other	options.	In	all	instances,	students	MUST	be	clear	in	identifying	the	trade-
offs	involved	in	each	possible	solution.	In	each	case,	there	is	a	sacrifice,	something	that	
seems obvious if one chooses to relinquish the cherished car (with the obvious sacrifices 
in pursuing a less attractive transportation alternative). Trying to hold onto the car, 
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though,	requires	more	work	hours	to	generate	more	Income	in	addition	to	serious	belt-
tightening	efforts	to	control	other	Expenses.	Students	should	be	able	to	compare	trade-
offs and explain their preferences and why. 
PLEASE	NOTE:	Given	the	number	of	financial	transactions	going	on	at	once	(involving	
the	teen’s	SAVINGS,	car	loan,	and	CREDIT	CARD	DEBT),	it	is	easier	to	follow	what	is	
happening	in	the	TABLE	rather	than	the	GRAPHS.	The	second	scenario,	for	instance,	
shown below, illustrates clearly how the combination of the lower monthly spending 
with	reference	to	Income	AND	a	monthly	credit	card	payment	that	is	higher	than	new	
monthly	charges	leads	to	a	reduced	CREDIT	CARD	DEBT	and	growing	SAVINGS.

Table 1 (What’s Happening?)

Months TEEN’S SAVINGS
Income 

& Interest
Pay Bills 

with Savings
CC Charges 
& Interest CC Payment

CREDIT CARD 
DEBT

1 100.00 300.08 250.00 124.50 150.00 1,375.00

2 150.08 300.13 250.00 123.99 150.00 1,349.50

3 200.21 300.17 250.00 123.47 150.00 1,323.49

4 250.38 300.21 250.00 122.94 150.00 1,296.96

5 300.58 300.25 250.00 122.40 150.00 1,269.90

6 350.83 300.29 250.00 121.85 150.00 1,242.30

7 401.13 300.33 250.00 121.28 150.00 1,214.14

8 451.46 300.38 250.00 120.71 150.00 1,185.43

9 501.84 300.42 250.00 120.12 150.00 1,156.13

10 552.26 300.46 250.00 119.53 150.00 1,126.26

11 602.72 300.50 250.00 118.92 150.00 1,095.78

12 653.22 300.54 250.00 118.29 150.00 1,064.70

13 703.76 300.59 250.00 117.66 150.00 1,032.99

14 754.35 300.63 250.00 117.01 150.00 1,000.65

15 804.98 300.67 250.00 116.35 150.00 967.66

16 855.65 300.71 250.00 115.68 150.00 934.02

5.  Did any of your 3 strategies succeed within a 36-month period? Pick your most 
successful run and print the 4 graphs. Then write a letter to your friend, Matt, 
offering your recommendations, using the graphs to explain how and why he 
should consider following the recommendations. Include in your explanation all of 
the costs of your plan (including trade-offs needed to make the plan work).

This is where students can put together all of the pieces, sharing what would work best 
for them and explaining why. The issue of costs highlights the fact that the situation 
requires	some	form	of	sacrifice(s).	Being	able	to	explain	one’s	choice	from	a	range	of	
options highlights the fact that there is not one right answer for everyone.
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SIMULATION 2: Will We Lose Our House? 

http://www.clexchange.org/curriculum/dollarsandsense/
Dollars	and	Sense	II/ds2_lesson7.asp.

This	exercise	asks	students	to	help	a	30-something	couple,	
Chris and Debbie, who have been racking up major credit 
card bills following the loss of Chris’ job. They now fear 
that his new lower paying job may lead to the loss of 
their home because of their overwhelming credit card 
debt. The simulation again provides options (including 
selling the home and reducing other spending) that allow 
students to evaluate different trade-offs in extricating the 
couple from a major financial crisis.

SIMULATION 2 HANDOUT with ANSWERS and GUIDES FOR TEACHERS

Will We Lose Our House? 

1.  Open the Simulation, read the Introduction, and describe your challenge below:

It	is	important	that	students	understand	(and	can	explain)	the	learning	objective	for	
using	Simulation	2.	The	task	is	to	explore	if	and	how	a	couple	with	$15,000	in	CREDIT	
CARD	DEBT	and	a	new	lower	paying	job	can	save	their	house.			

2.  Carefully review the couple’s predicament (screen capture & summary below). 

http://www.clexchange.org/curriculum/dollarsandsense/Dollars and Sense II/ds2_lesson7.asp
http://www.clexchange.org/curriculum/dollarsandsense/Dollars and Sense II/ds2_lesson7.asp
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3.  Describe what happens if the couple does nothing. Open the Control Panel, type 
the couple’s current Income of $2,400 into “Revised Monthly Income” (at least one 
zero in the yellow tables must be changed to activate the simulation) and Run. 

Within	3	months,	the	couple	will	(1)	have	maxed	out	their	credit	card	limit	AND	
(2)	exhausted	their	remaining	SAVINGS.	At	that	point,	their	$2,400	Income	will	be	
inadequate	to	cover	their	current	Expenses.	Presumably,	their	house	will	be	repossessed,	
and their credit ruined. 

The	couple’s	monthly	finances	show	that	$2,400	is	earned	each	month	while	initial	
spending	is	$3,108.04.	But	this	$3,108.04	ASSUMES	that	$250	of	each	month’s	Expenses	
will	be	charged	to	the	couple’s	credit	card,	and	paid	off	using	a	Minimum	Payment	
Due.	However,	with	$14,750	of	CREDIT	CARD	DEBT	already,	the	couple	is	on	the	verge	
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of	reaching	the	credit	card	limit	and	being	forced	either	to	pay	using	SAVINGS	or	to	
increase	the	monthly	credit	card	payment	to	REDUCE	the	overall	CREDIT	CARD	DEBT.

Obviously,	with	a	CREDIT	CARD	DEBT	at	the	couple’s	credit	limit,	they	cannot	continue	
to	charge	$250	on	the	credit	card	each	month.	

A.  Hence, a first and important realization: monthly credit card charges must be 
REDUCED	to	avoid	reaching	the	credit	limit.

B.		In	addition,	the	gap	between	monthly	Income	and	Expenses	MUST	be	balanced.	
They	must	continue	to	make	at	least	Minimum	Payments	Due	on	their	CREDIT	CARD	
DEBT	($295);	beyond	that,	they	have	home	expenses	totaling	$1513	and	other	expenses	
of	$1,300.	So,	what	are	some	viable	options	for	balancing	Income	and	Expenses	AND	
preventing	the	CREDIT	CARD	DEBT	from	GROWING	any	further	while	trying	to	save	the	
house?

4. Next, consider possible actions. Will any one action be adequate, or will you 
recommend some combination? Specify at least 2 strategies to consider.

Option 1 Option 2 Option 3

Income & Spending Options

A. Changed monthly income (specify 
Revised	Monthly	Income)
B.	Reduce	non-house	based	
expenses	(Revised	Other	Expenses)

House Options

A.	Sell	house/	pay	off	mortgage
(click button)

 

B.	Amount	of	rent	if	house	is	sold

Credit Card Options

A. Reduce monthly charges (specify 
Revised	Monthly	CC	Charges)
B.	Pay	this	(alternative)	amount	on	
credit card monthly (instead of 
Minimum	Payment	Due)
C.	Pay	off	entire	CREDIT	CARD	DEBT	
with	SAVINGS	(click	button)	NOTE:	
This is NOT an option in the Couple/House 
scenario, but could be in other scenarios.
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To avoid selling the house, at a minimum the following actions must be taken.

•	 Reduce	monthly	credit	card	charges	as	much	as	possible	(preferably	to	$5-$15/
month)	or	eliminate	credit	card	use	altogether	to	prevent	significant	growth	in	CREDIT	
CARD	DEBT;	and	EITHER

•	 Reduce	other	expenses	by	more	than	half	($708)	to	eliminate	the	GAP	between	
total	monthly	Expenses	($3,108)	and	Income	($2,400);	OR	

•	 Combine	a	reduction	of	other	Expenses	with	increased	Income	to	address	the	$708	
shortfall.

Is	this	realistic?	Assuming	the	couple	has	been	trying	to	bolster	Income	for	several	
months,	it	is	unlikely	they	will	be	able	to	do	so	now.	So	that	means	that	ALL	non-house	
expenses (food, transportation, utilities) must be cut by more than half: THAT, TOO, 
SEEMS	ALTOGETHER	UNLIKELY.	

Hence, the next option is to sell the house. 

•	 While	“freeing”	up	the	$1,513	monthly	expense	of	maintaining	the	home,	the	next	
question	is	“How	much	is	rent	(including	utilities)?”	If	we	assume	it	is	less,	say	$1,200	a	
month,	there	is	a	net	gain	of	$313	per	month:	but,	remember,	$708	is	needed.

•	 HOWEVER,	the	couple	does	have	EQUITY	in	the	house:	if	the	house	is	sold	at	its	sale	
price,	they	would	receive	$155,000,	but	be	required	to	pay	only	$140,000	to	retire	their	
mortgage. Those new $$ could be used to maintain their other current expenditures. 
BUT	THAT	WOULD	ONLY	BE	A	TEMPORARY	SOLUTION.	In	addition	to	selling	the	house,	
the couple still needs to do the following:

•	 Stop	their	credit	card	use;	AND

•	 Reduce	OTHER	Expenses	by	some	amount	(at	least	$400);	AND

•	 Increase	their	monthly	credit	card	payment,	in	an	effort	to	reduce	their	outstanding	
CREDIT	CARD	DEBT	and	thus	reduce	monthly	INTEREST	charges.	

One illustration of the way these actions would play out is shown below, when the 
decision is made to sell the house. 

•	 Use	the	proceeds	to	pay	off	the	outstanding	CREDIT	CARD	DEBT;

•	 Stop	all	future	credit	card	use;	

•	 Pay	rent	of	$1,200	a	month	(including	all	utilities);	AND

•	 Reduce	other	Expenses	by	$400	from	$1,300	to	$900	a	month	(that’s	significant!).	

As	you	can	see,	with	the	elimination	of	ALL	INTEREST	charges	and	a	significant	
reduction	in	other	spending,	Income	and	Expenses	can	be	balanced.	
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While this and other options involving even more severe reductions in costs (either 
in	paying	less	rent	or	further	slashing	all	other	Expenses)	will	allow	the	couple	to	exit	
the cloud of major debt, it comes with an enormous cost. The loss of one’s own home, 
downgrading of one’s housing, and sacrifice of what are likely major elements of one’s 
everyday life (presumably, such budget items as transportation, food, television and 
phones,	to	name	a	few),	marks	a	terrible	loss.	But	there	is	no	other	way	of	dealing	
with the crisis this couple has helped create for themselves. Presumably, early on, when 
the	gap	between	Income	and	Expenses	started	to	develop,	the	couple	may	have	had	
additional	SAVINGS	and	other	options.	But	this	is	a	case	where	their	indecisiveness	in	
dealing with a financial problem only made it worse. 

PLEASE	NOTE:	It	is	easier	to	follow	what	is	happening	in	the	TABLE	rather	than	the	
GRAPHS.	The	scenario	identified	in	the	earlier	GRAPH,	for	instance,	shown	in	the	TABLE	
on the next page, illustrates clearly how the decision to sell the house and use the 
proceeds	to	pay	off	the	entire	CREDIT	CARD	DEBT	reduces	monthly	Expenses	to	a	point	
where	they	equal	the	couple’s	Income.
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SIMULATION 3: Will We Be Able to Retire?

http://www.clexchange.org/curriculum/dollarsandsense/
Dollars	and	Sense	II/ds2_lesson7.asp.

This	simulation	asks	students	to	help	Bill	and	Betty,	a	
mature	couple	in	their	50s,	whose	plan	for	a	comfortable	
retirement and continued residence in their home is 
jeopardized by a job loss and ever growing bills. The 
simulation offers students options (including drawing 
upon retirement savings in addition to selling their home 
and/or altering spending) to evaluate different trade-offs 
to address this couple’s looming crisis. 

5.  Did any one (or more) strategies succeed within a 60-month period? If so, which 
would you recommend to the couple and why? Pick your most successful run and 
print the 4 graphs. Then, write a letter to the couple offering your recommenda-
tions, using the graphs to explain how and why they should considering following 
them. Include in your explanation all of the costs of your plan (including trade-offs 
needed to make the plan work).

This is where students can put together all of the pieces, in sharing what seems to work 
best and explaining why. The issue of costs highlights the fact that the situation 
requires major sacrifices. Again, being able to explain one’s choice from a range of 
options highlights the fact that there is not one right answer for everyone. 

Table 7 (Finances)

Months
Monthly Income 

& Interest
Spending  

from Savings OUR SAVINGS
OUR CREDIT  
CARD DEBT Total Assets

1 2,400.00 17,150.00 1,500.00 14,750.00 16,500.00

2 2,401.46 2,400.00 1,750.00 0.00 1,750.00

3 2,401.46 2,400.00 1,751.46 0.00 1,751.46

4 2,401.46 2,400.00 1,752.92 0.00 1,752.92

5 2,401.46 2,400.00 1,754.38 0.00 1,754.38

6 2,401.46 2,400.00 1,755.84 0.00 1,755.84

7 2,401.46 2,400.00 1,757.30 0.00 1,757.30

8 2,401.47 2,400.00 1,758.77 0.00 1,758.77

9 2,401.47 2,400.00 1,760.23 0.00 1,760.23

10 2,401.47 2,400.00 1,761.70 0.00 1,761.70

11 2,401.47 2,400.00 1,763.17 0.00 1,763.17

12 2,401.47 2,400.00 1,764.64 0.00 1,764.64

13 2,401.47 2,400.00 1,766.11 0.00 1,766.11

14 2,401.47 2,400.00 1,767.58 0.00 1,767.58

http://www.clexchange.org/curriculum/dollarsandsense/Dollars and Sense II/ds2_lesson7.asp
http://www.clexchange.org/curriculum/dollarsandsense/Dollars and Sense II/ds2_lesson7.asp
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SIMULATION 3 HANDOUT with ANSWERS and GUIDES FOR TEACHERS

Will We Be Able to Retire?

1.  Open the Simulation, read the Introduction, and describe your challenge below.

A	couple	in	their	50s	is	confronted	with	the	loss	of	a	job	and	is	on	the	verge	of	
depleting	their	SAVINGS.	More	frightening	is	the	potential	loss	of	their	long-term	
home.	There	is	a	Retirement	Fund	than	can	be	tapped.	But,	with	8	years	before	
retirement, is this the best option available? What other options might there be?

2.  Carefully review the couple’s predicament (screen capture & summary below).
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3.  Describe what happens if the couple does nothing. Open the Control Panel, type 
the couple’s current Income of $2,700 into “Revised Monthly Income” (at least one 
zero in the yellow tables must be changed to activate the simulation) and Run. 

  
Within	5	months,	the	couple	will	(1)	have	maxed	out	their	credit	card	limit	AND	
(2)	exhausted	their	remaining	SAVINGS.	At	that	point,	their	$2,700	Income	will	be	
inadequate	to	cover	their	current	Expenses.	Presumably,	their	house	will	be	repossessed,	
and their credit ruined. 

•	 Students	will	see		that	the	couple’s	monthly	finances	show	that	they	earn	$2,700	
each	month	while	initially	spending	$3,757.92		(putting	$250	of	their	Expenses	on	their	
credit	card	each	month)	including	$60	in	Minimum	(credit	card)	Payment	Due,	for	a	
total	of	$4,007.92	in	monthly	Expenses).
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What	then	is	clear,	at	first	glance,	is	the	fact	that	the	GAP	between	the	couple’s	Income	
and	Expenses	is	over	$1,062	a	month;	and,	given	Minimum	Payment	Due	on	the	credit	
card	($60/month)	and	new	credit	card	charges	of	$250	each	month,	their	CREDIT	CARD	
DEBT	is	growing,	increasing	the	interest	charges	every	month.	

A. The couple must not fall victim to using the credit card on a monthly basis to forego 
balancing	their	Income	and	Expenses.	A	first	action,	then,	must	be	to	eliminate	credit	
card	use	all	together	or	reduce	credit	card	charges	(to	$10	or	less).

B.	 The	couple	must	undertake	the	difficult	task	of	eliminating	the	$1,062	GAP	
between	monthly	Income	and	Expenses.		But	how?

4.  Next, consider the options. Will any one be adequate, or will you recommend some 
combination. Specify at least 2 strategies to consider.

Option 1 Option 2 Option 3

Income & Spending

A. Change monthly income (specify 
Revised	Monthly	Income)
B.	Reduce	non-house	based	Expenses	
(Revised	Other	Expenses)

Retirement Fund

A.	Make	1	time	(1x)	Retirement
Withdrawal
B.	Alter	(monthly)	Retirement
Payments

House Options

A.	Sell	house/	pay	off	mortgage	
(click button) 
B.	If	house	is	sold,	rent	amount

Credit Card Options

A. Reduce monthly charges (specify 
Revised	credit	card	Monthly	Charges)
B.	Pay	an	(alternative)	amount	(specify	
credit	card	Monthly	Payment)  
C.	Pay	off	entire	CREDIT	CARD	DEBT	
with	SAVINGS	(click	button)
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If	the	house	will	not	be	sold,	at	a	minimum	the	couple	will	need	to	do	the	following:

•	 Eliminate	monthly	credit	card	charges	or	reduce	them	as	much	as	possible	
(preferably	to	$5-$15/month)	and	pay	off	the	CREDIT	CARD	DEBT,	to	reduce	monthly	
Expenses	by	$60;	AND	EITHER

•	 Reduce	other	Expenses	by	half	($1,000);	OR	

•	 Combine	a	reduction	of	other	Expenses	with	increased	Income	to	address	the	$708	
shortfall.

Is	this	realistic?	Assuming	the	couple	has	been	trying	to	bolster	Income	for	several	
months,	it	is	unlikely	they	will	be	able	to	do	so	now.	So	that	means	that	ALL	non-
house	expenses	(food,	transportation,	utilities)	must	be	cut	in	half:	THAT,	TOO,	SEEMS	
ALTOGETHER	UNLIKELY.	

What	about	using	Retirement	Funds	to	help	balance	the	couple’s	finances?	

•	 SAVINGS	are	used	to	pay	off	the	entire	CREDIT	CARD	DEBT:	NOTE	that	the	button	in	
the	simulation	then	STOPS	all	future	use	of	the	credit	card;	

•	 Retirement	funds	of	$1,100	per	month	are	removed	to	cover	excess	Expenses	(Insert	
-1,100	in	“Revise	Mnthly	Ret	$”).	Monthly	contributions	to	the	couple’s	retirement	
fund	($150)	are	stopped	but	no	other	reductions	in	overall	Expenses	are	made.

The	results	are	shown	in	the	graph	on	the	next	page.	Note	that	there	is	NO	CREDIT	
CARD	DEBT	or	mortgage	at	the	time	the	couple	is	ready	for	retirement.	The	house	is	
fully	owned,	thereby	reducing	the	couple’s	monthly	bills	by	$1,548.	A	significant	trade-
off,	however,	rests	in	the	fact	that	the	couple’s	RETIREMENT	FUND	has	shrunk	over	
the	8	years	from	$150,000	to	only	$82,000.	Assuming	the	couple	receives	a	5%	annual	
payment,	the	monthly	retirement	will	add	only	$4,100	to	the	couple’s	income	each	year.	
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Consider a third option, involving sale of the house and reducing expenses.

While	“freeing”	up	the	$2,198	monthly	expense	of	maintaining	the	home,	the	next	
question	is	“How	much	is	rent?”	If	we	assume	the	couple	makes	a	significant	sacrifice,	
in	renting	something	at	$1,350	per	month	(including	utilities)	there	is	a	net	gain	of	
$848	per	month,	but	remember,	a	total	$1308	is	needed.

•	 Therefore,	it	would	be	necessary	to	reduce	other	expenses	by	$400	(or	25%)	a	
month. This is not an insignificant cut in the quality of one’s life. 

•	 As	in	the	2nd	scenario,	the	credit	card	would	be	paid	off	immediately	using	SAVINGS	
and the credit card would no longer be used.

•	 Because	the	couple	does	have	significant	equity	in	the	house,	totaling	$130,000	(with	
$120,000	still	owed),	after	the	house	is	sold,	a	total	of	$120,000	of	those	proceeds	will	
be	put	into	the	couple’s	Retirement	Fund.

To run this particular illustration, do the following:

•	 Set	“Change	Other	Expenses”	to	$1,200;

•	 The	“Sell	Home”	button	is	activated;	as	is

•	 The	“Pay	Off	CREDIT	CARD	DEBT”;	

•	 “Pay	Rent”	is	set	at	$1350;	and

•	 Finally	“One	Time	Retirement	$	in	or	out”	is	set	at	$120,000	
	 (it	automatically	resets	to	0).	
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The results of this illustration are shown below.

 

 

It	is	important	that	the	students	recognize	that	after	8	years,	as	the	couple	prepares	for	
retirement, they will need to continue to pay rent (an expense eliminated in the earlier 
illustration with the completion of mortgage payments). However, contrasted with the 
earlier	shrinking	Retirement	Fund	($82,000)	that	was	required	to	keep	their	home,	the	
couple	now	has	in	excess	of	$384,000;	again,	assuming	a	5%	annual	payment	for	the	
rest	of	their	lives,	they	will	receive	a	monthly	pension	of	$1,600	versus	the	$362	in	the	
earlier illustration.

PLEASE	NOTE:	It	is	easier	to	follow	what	is	happening	in	the	TABLE	rather	than	the	
GRAPHS.	The	scenario	identified	in	the	earlier	GRAPH,	for	instance,	shown	below,	
illustrates clearly how the decision to sell the house, pay lower rent and reduce other 
spending,	balances	Income	and	Expenses,	while	moving	$120,000	of	the	proceeds	to	
the	couple’s	Retirement	Fund
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In	summary,	this	couple	clearly	has	options	for	addressing	their	predicament.	While	
there	are	many	possibilities	(and	students	should	be	encouraged	to	explore	these!),	
two	realistic	options	involve	either	(1)	dipping	into	SAVINGS	to	protect	and	secure	the	
house,	or	(2)	sacrificing	the	house,	together	with	significant	budgetary	cuts,	to	
continue	to	build	the	Retirement	Fund.	

Neither	option	is	easy	or	attractive.	Both	effectively	“hurt.”	But	that’s	the	point.	Where	
and	when	people	delay	in	acting	upon	a	significant	imbalance,	when	Expenses	exceed	
Income,	they	only	make	matters	worse.	In	this	case,	the	couple	had	burned	through	
most	of	their	SAVINGS	and	begun	to	generate	CREDIT	CARD	DEBT	that	was	adding	
interest charges on top of everything else. 

5. Did any one or more strategies succeed within an 8-year (96-month period)? If so, 
which would you recommend to the couple, and why? Pick your most successful 
run and print the 4 graphs. Then, write a letter to the couple offering your 
recommendations, using the graphs to explain how and why they should follow 
them. Include in your explanation all of the costs of your plan, including trade-offs 
needed to make the plan work.

This is where students can put together all of the pieces, in sharing what worked best 
for them and explaining why. The issue of costs highlights the fact that the situation 
requires sacrifice(s). Again, being able to explain one’s choice from a range of options 
highlights the fact that there is not one right answer for everyone. 

Table 2: p1 (What’s Happening?)

Months
Monthly Income 

& Interest
Total Monthly 

Spending OUR SAVINGS RETIREMENT FUND ASSETS

1 2,704.17 5,700.00 5,000.00 150,000.00 285,000.00

2 2,710.00 2,700.00 12,004.17 270,650.00 282,654.17

3 2,710.01 2,700.00 12,014.17 271,702.17 283,716.34

4 2,710.02 2,700.00 12,024.18 272,757.84 284,782.02

5 2,710.03 2,700.00 12,034.20 273,817.03 285,851.24

6 2,710.04 2,700.00 12,044.23 274,879.76 286,923.99

7 2,710.05 2,700.00 12,054.27 275,946.02 288,000.29

8 2,710.05 2,700.00 12,064.31 277,015.84 289,080.16

9 2,710.06 2,700.00 12,074.37 278,089.23 290,163.60

10 2,710.07 2,700.00 12,084.43 279,166.19 291,250.62

11 2,710.08 2,700.00 12,094.50 280,246.75 292,341.25

12 2,710.09 2,700.00 12,104.58 281,330.90 293,435.48

13 2,710.10 2,700.00 12,114.66 282,418.67 294,533.34

14 2,710.10 2,700.00 12,124.76 283,510.07 295,634.83

15 2,710.11 2,700.00 12,134.86 284,605.10 296,739.97

16 2,710.12 2,700.00 12,144.98 285,703.79 297,848.76

17 2,710.13 2,700.00 12,155.10 286,806.13 298,961.23
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SUMMARY CHALLENGE

Students	are	encouraged,	after	completing	each	of	the	
simulations, to apply what they have learned to find ways 
to avoid the types of catastrophic financial problems they 
have seen presented here. This challenge obliges students 
to ground their understanding of how income and 
spending imbalances left unaddressed or solved by short-
term exhaustion of savings or available credit (credit card 
limits)	only	makes	for	larger	problems	later	on.	Sharing	
“Do’s” and “Don’ts” for avoiding such problems engages 
others in constructive discussion of options and choices. 

SUMMARY CHALLENGE HANDOUT with GUIDES FOR TEACHERS

Summary Challenge (after completing the lesson)

Read and respond (attach graph or table, if desired):

1)  Imagine yourself to be a financial advisor, working on a book to help people avoid 
the kinds of major problems you’ve seen here. Your thought is to put together a brief 
list of “Do’s” and “Don’ts” to inform people how to prevent problems from reaching a 
point where they feel completely overwhelmed. Create and present a list of what you 
believe are the 4 to 6 most important “Do’s” and “Don’ts” and explain. 

In	this	final	exercise,	students	are	challenged	to	apply	what	they’ve	learned	regarding	
managing income, savings, spending, and loans. 

There are any number of “signs” that people should recognize as constituting short 
term “fixes” that are likely to produce longer term problems. Where monthly expenses 
exceed income, the two options that people often take—using credit and/or draining 
savings—cannot solve the core problem; and, if continued, will lead to either the 
exhausting of one’s savings or the reaching of one’s credit limit. 

Living within one’s means involves being proactive in anticipating financial imbalances 
that can lead to longer-term problems. Reduced income and/or rising expenses are 
often underlying causes that people chose to ignore rather than to resolve. 
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NAME ____________________         Lesson 7, SIMULATION 1 HANDOUT 

A Teenager’s Nightmare 

1.  Open the Simulation, read the Introduction, and describe your challenge below. 

2.  Carefully review your friend’s predicament (screen capture & summary below).
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3.  Describe what happens if your friend does nothing. Open the Control Panel, type 
the teen’s current Income of $300 into “Revised Teen Income” (at least one zero in 
the yellow tables must be changed to activate the simulation) and Run. 

 
4. Next, consider possible actions. Will any one action be adequate, or will you 

recommend some combination? Specify at least 2 strategies to consider.

Option 1 Option 2 Option 3

Income & Spending Options

A.	Increase	working	hours	(specify	
Revised	Teen	Income)	

B.	Reduce	non-car	expenses	(specify	
Revised	Other	Expenses)

Car Options

A. Change the number of payments

B.	 Sell	car	
      (click button) 
C.	If	car	is	sold,	list	cost	of	

alternative transportation
Credit Card Options

A. Reduce monthly credit card 
charges	(specify	Revised	Monthly	
Charges)

B.	Pay	this	(alternative)	amount	on	
credit card monthly (instead of 
Minimum	Payment	Due)

C.	Pay	off	entire	CREDIT	CARD	DEBT	
with	SAVINGS	(click	button)	
NOTE:	This	is	NOT	an	option	in	the	
Teen scenario, but could be in other 
scenarios.

5.  Did any one or more of your 3 strategies succeed within a 36-month period? Pick 
your most successful run and print the 4 graphs. Then write a letter to your friend, 
Matt, offering your recommendations, using the graphs to explain how and why 
he should consider following the recommendations. Include in your explanation all 
of the costs of your plan (including trade-offs needed to make the plan work).
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NAME ____________________         Lesson 7, SIMULATION 2 HANDOUT

Will We Lose Our House? 

1.  Open the Simulation, read the Introduction, and describe your challenge below:

 

2.  Carefully review the couple’s predicament (screen capture & summary below). 
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3.  Describe what happens if the couple does nothing. Open the Control Panel, type 
the couple’s current Income of $2,400 into “Revised Monthly Income” (at least one 
zero in the yellow tables must be changed to activate the simulation) and Run. 

4.  Next, consider the options. Will any one be adequate, or will you recommend some 
combination. Specify at least 2 strategies to consider.

Option 1 Option 2 Option 3

Income & Spending Options

A. Changed monthly income (specify 
Revised	Monthly	Income)
B.	Reduce	non-house	based	
expenses	(Revised	Other	Expenses)

House Options

A.	Sell	house/	pay	off	mortgage
(click button)

 

B.	Amount	of	rent	if	house	is	sold

Credit Card Options

A. Reduce monthly charges (specify 
Revised	Monthly	CC	Charges)
B.	Pay	this	(alternative)	amount	on	
credit card monthly (instead of 
Minimum	Payment	Due)
C.	Pay	off	entire	CREDIT	CARD	DEBT	
with	SAVINGS	(click	button)	NOTE:	
This is NOT an option in the Couple/House 
scenario, but could be in other scenarios.

5.  Did any one (or more) strategies succeed within a 60-month period? If so, which 
would you recommend to the couple and why? Pick your most successful run and 
print the 4 graphs. Then, write a letter to the couple offering your recommenda-
tions, using the graphs to explain how and why they should considering following 
them. Include in your explanation all of the costs of your plan (including trade-offs 
needed to make the plan work).
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NAME ____________________         Lesson 7, SIMULATION 3 HANDOUT

Will We Be Able to Retire?

1.  Open the Simulation, read the Introduction, and describe your challenge below.

2.  Carefully review the couple’s predicament (screen capture & summary below).
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3.  Describe what happens if the couple does nothing. Open the Control Panel, type 
the couple’s current Income of $2,700 into “Revised Monthly Income” (at least one 
zero in the yellow tables must be changed to activate the simulation) and Run. 

4.  Next, consider the options. Will any one be adequate, or will you recommend some 
combination. Specify at least 2 strategies to consider.

Option 1 Option 2 Option 3

Income & Spending

A. Change monthly income (specify 
Revised	Monthly	Income)
B.	Reduce	non-house	based	Expenses	
(Revised	Other	Expenses)

Retirement Fund

A.	Make	1	time	(1x)	Retirement
Withdrawal
B.	Alter	(monthly)	Retirement
Payments

House Options

A.	Sell	house/	pay	off	mortgage	
(click button) 
B.	If	house	is	sold,	rent	amount

Credit Card Options

A. Reduce monthly charges (specify 
Revised	credit	card	Monthly	Charges)
B.	Pay	an	(alternative)	amount	(specify	
credit	card	Monthly	Payment)  
C.	Pay	off	entire	CREDIT	CARD	DEBT	
with	SAVINGS	(click	button)

5. Did any one or more strategies succeed within an 8-year (96-month period)? If so, 
which would you recommend to the couple, and why? Pick your most successful 
run and print the 4 graphs. Then, write a letter to the couple offering your 
recommendations, using the graphs to explain how and why they should follow 
them. Include in your explanation all of the costs of your plan, including trade-offs 
needed to make the plan work.
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NAME ____________________   Lesson 7, SUMMARY CHALLENGE HANDOUT

Read and respond (attach graph or table, if desired):

1)  Imagine yourself to be a financial advisor, working on a book to help people avoid 
the kinds of major problems you’ve seen here. Your thought is to put together a brief 
list of “Do’s” and “Don’ts” to inform people how to prevent problems from reaching a 
point where they feel completely overwhelmed.  Create and present a list of what you 
believe are the 4 to 6 most important “Do’s” and “Don’ts” and explain. 

www.clexchange.org
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Lesson Title: 
Dollars and Sense II, Lesson 7: Are You Ready to Be a Financial Counselor? 

Overview: 
The simulations in Dollars and Sense II introduce 6th – 12th grade students to the terminology 
and basic structures of compound interest and how it relates to saving and spending. Later 
simulations in this series also include interest payments on debt. Students become aware of the 
influence of time in the calculation of interest, both as it helps (in the case of savings) and hurts 
(in the case of debt). 

Related Characteristic(s) of Complex Systems: 
Conflicts arise between short-term and long-term goals. 

Ideas and Examples for Connecting to the Characteristic: 
Lesson 7 puts students into the role of financial counselor for three scenarios involving financial 
crises. In each case, the situation is dire because short-term pressures won out over long-term 
needs. The core problem that led to each crisis is that spending exceeds income. 
  
To help students understand the choices of each situation, the following questions may be used 
to promote discussion: 
 

1. For each situation, what was the immediate issue or pressure that led to financial 
problems? What should they have done differently from the outset? Describe to what 
degree people in the scenarios were either actively managing their finances and/or 
absent-mindedly living beyond their means. (It may help to classify their expenses as 
“needs” versus “wants.”) 

2. What is the role of a healthy savings account in determining long-term financial well-
being? Experts recommend having the equivalent of 3 – 6 months of expenses in easy-to-
access savings, such as a bank account. How would any of these characters have 
benefitted from following that recommendation? 

3. What is the long-term “human cost” that can result from short-sighted financial 
decisions? For example, marriages can end in divorce due to financial stress, people feel 
embarrassed or depressed about having to sell their home to pay bills, children in such 
situations may feel fearful about the future, etc.   

4. At what age is it appropriate to think about overall financial well-being? To set long-term 
financial goals? 

Resource(s) 
This website offers many additional resources related to personal financial planning for all age 
groups: http://www.practicalmoneyskills.com/    
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