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Jason and Amy Hunter, 14-year-old twins, couldn’t believe it! 
Their parents had agreed to let them look for a car that they 
could purchase in two years when they both got their licenses 
at 16. The only catch was they had to save enough over two 
years to buy the car themselves, and to also pay for costs like 
gas, repairs, and insurance.

Jason and Amy decided to “window shop” for cars at 
Friendly Fred’s Autorama. Friendly Fred himself helped them 
fi nd a reasonably priced car for $6,000, an amount that they 
thought they could afford. “Remember,” said Fred, “You won’t 
be buying the car for two years, and with infl ation, a similar 
car will probably cost about 5% more, or $6,300. When you’re 
ready, Friendly Fred will be here to help you!”

“Now that we know what we want, how can we possibly come 
up with $6,300?” wondered Jason. Amy had an idea: “Let’s 
fi gure out where we stand and make a budget—an estimate 
of our expected income and expenses. Then we can make 
adjustments to make sure we can save $6,300 over the next two 
years.” Jason and Amy got down to work and made a list of the 
money they expected to receive and spend each month.

QUESTIONS 
Use the chart on the right. Show your work on separate paper.

1.  Prepare a monthly budget (a listing of expected income 
and expenses) for Amy and one for Jason.  

a. How do their expenses compare to their incomes? 

b. After two years, will they have enough to buy the car?

c.  How much more money does each sibling need to save 
each month to afford to buy the car?

d.  What would you suggest they do to make sure they 
save enough for the car?

2.  Jason and Amy are budgeting to make sure they save 
enough to buy the car. They also have to consider 
the expenses they will face to operate the car after 
they buy it. What kinds of operating expenses should 
they include?

NOW TRY THIS!
Make a list of the income you receive and the expenses you 
have each month and prepare a budget for yourself. If your 
income and expenses are equal, you aren’t saving anything. Do 
you think this is a problem? Explain your thinking.

Jason and Amy’s big day had fi nally arrived! After blowing out 
the candles on their sixteenth birthday cake, they went with 
their parents to the State Department of Motor Vehicles where 
they both passed their drivers’ tests!

Next, they returned with their parents to Friendly Fred’s 
Autorama. With Fred’s expert help, they were able to fi nd a 
used red two-door car for $6,300 (which included tax, title, and 
license). It was the amount they had managed to save over the 
past two years!

“Congratulations, I know you kids have worked hard to save 
for the car,” Fred began. “But you might want to consider a loan 
so you can hold on to your little nest egg. I can get you a loan 
at 11.9% interest for no money down and 60 monthly payments 
of only $143.02.”

Their parents said they could think about it. “If we take out 
a loan, we won’t have to touch our savings,” declared Amy. “We 
could use our income from Cuckoo Cones to pay off the loan and 
use our savings to pay for gas, repairs, insurance, and other 
expenses.” “Before we agree” said Jason, “we ought to fi gure 
out what the loan will really cost us.”

QUESTIONS 
Show your work on separate paper.

1.  How much will Jason and Amy pay in total if they take out 
the loan? 

2.  How much interest will Jason and Amy pay over the life 
of the loan? (Hint: Compare the total cost of the loan 
payments to the cost of the vehicle.)

3.  Do you think Jason and Amy should take out a loan or use 
their savings to buy the car? Explain your thinking.

NOW TRY THIS!
1.  Use an Internet search engine to fi nd an online credit 

calculator. Assume you owe a $1,000 balance on a credit 
card. Now compare the following credit card deals. Which 
one has the lowest monthly payment? Which one has the 
lowest total cost (total cost equals the number of payments 
times the monthly payment amount)?

a. 20% interest paid back in 24 months 

b. 12% interest paid back in 36 months

c. 13.9% interest paid back in 30 months

d. 18% interest paid back in 12 months

2.  Additional Challenge: Choose a period of one year for 
each of the four loans, and display the info in a bar graph. 

Amy and Jason made some hard decisions to reduce their 
spending. Jason cut out snacks ($14) and video games ($10) to 
increase his monthly savings to $24. Amy reduced her spending 
on art supplies from $44 to $34 to increase her monthly savings 
from $11 to $21. 

Realizing they each needed to increase income, they decided 
to ask their neighbor Meredith for suggestions. She had an idea: 
“If you have a strong wrist and can stand the wacky fl avors, I 
know they need part-time workers at Cuckoo Cones. They pay $8 
an hour.” After getting a work permit at school, Amy and Jason 
were hired for the seven-hour Saturday shift. “Wow!” exclaimed 
Jason. “That’s $56 each week, more than enough to save for the 
car and buy snacks again and save a little more.”

After a week of dishing out an untold number of ham ripple, 
strawberry-spinach surprise, and caramel-rhubarb cones, the 
twins received their fi rst paychecks. After excitedly opening 
their pay envelopes, their jaws dropped. “We’ve been robbed!” 
cried Jason. 

Meredith explained where their money went: “You are 
required to pay the taxes and you chose to donate $1 to charity 
every week and put $35 directly into the bank so you would 
have enough to buy the car in two years. After all that, you still 
have over $11 each week to save or spend as you please.”

Three months after setting up their budget, cutting their 
expenses, and working part-time jobs, Jason and Amy have 
each saved about $450. Up until now, they have had Cuckoo 
Cones directly deposit funds into a savings account. They felt 
great about the progress they were making toward their goal of 
saving enough to buy a new car. Then they had a conversation 
with their friend Aaron, treasurer of their 8th-grade class. 
Aaron told them that they could make even more money by 
looking into an account that paid higher interest. Of course 
their money was safe (savings accounts are insured by the 
FDIC [Federal Deposit Insurance Corporation]), but banks offer 
many types of interest-bearing accounts and certifi cates of 
deposit that are also government insured. 

Jason and Amy decided to check it out. They researched 
different accounts online and were confronted with an 
overwhelming number of offers. (See chart at right.)

QUESTIONS 
Show your work on separate paper. 

1.  How much interest would Amy earn if she deposited $400 
in the savings account example after two years? 

2.  What would be the value of the checking account if Jason 
deposited $400 and kept it there for one year and nine 
months?

3.  How much more interest would Amy earn if she invested 
$500 in the two-year CD option versus a savings account?

NOW TRY THIS!
Suppose you won $500 in an essay contest and decided to 
save it at a bank. Would you open a savings account, checking 
account, or CD? Consider the higher rates of longer-term CDs as 
well as the easier access to your funds found with a checking 
or savings account. Include your calculations in your answer.

WORKSHEET 1 WORKSHEET 2 WORKSHEET 3 BONUS WORKSHEET

Monthly Income or 
Expense Item Jason Amy
Allowance $40 $40

Video Games $10 $0

Babysitting 
Earnings

$0 $20 (2 jobs per 
month for 2 hours 
each at $5 per hour)

Snacks $14 $0

Art Supplies $0 $44

Donation to Animal 
Shelter

$0 $5

Batting Cage Rentals $16 $0

ACCOUNT TYPE DESCRIPTION

CHECKING AND 
SAVINGS ACCOUNTS

Checking accounts with no 
interest: $2 service charge 
per month

Savings accounts with 1% annual 
interest

CERTIFICATES 
OF DEPOSIT

One-year certifi cate of deposit 
(CD) with 1.5% interest

Two-year CD with 2% interest, 
compounded annually

Five-year CD with 3% interest, 
compounded annually

QUESTIONS 
Show your work on separate paper.

1.  What percentage of Jason’s gross pay goes for taxes? 

2.  What percentage of his gross pay is used for voluntary 
deductions (deductions he chooses to make)?

3.  What is the Medicare tax rate percentage?

DEFINITIONS:
•  Budget: An estimate of expected income and expenses 

for a future period of time.

•  Income: Money received during a period of time from 
wages, interest, and other sources.

•  Expenses: Money spent during a period of time to pay 
for goods or services.

DEFINITIONS:
•  Interest: The charge for borrowing or using money, 

calculated as a percentage of the amount borrowed.

•  Formula for interest compounded annually: 
A = P(1 + r)t where A is the ending amount, P is 
the amount deposited (principal), r is the interest 
rate, and t is the number of years.

DEFINITIONS:
•   Gross Pay: An employee’s pay before being reduced by 

taxes and other deductions.

•   Net Pay: Gross pay minus taxes and other deductions 
(voluntary and involuntary).

DEFINITIONS:
•  Loan: A legal arrangement in which a lender gives 

money to a borrower who agrees to repay the amount, 
usually within a set period of time. Most loans require 
the borrower to pay the lender interest in addition to 
the amount of money borrowed (the principal).

•  Credit Card: A plastic card, usually issued by a bank 
or store, that enables consumers to make purchases 
and pay off the balance later. If you pay off your entire 
balance on time, you won’t be charged interest.

NOW TRY THIS!
1.  The way a person allocates the funds from his or her 

paycheck has been described by some as “saving, giving, 
and living.” How do you think this expression applies to 
Jason and how he assigns available funds?

2.  If you received income from a part-time job, why do you 
think it would be important to “save, give, and live”? 
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