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CHAPTER 8
Earning money

8.1 Overview
Most people would like to earn more money, but just as important is learning how to manage that money once
you’ve earned it. The first step on that path is knowing where the money you’ve earned goes – how much of
it goes towards tax and superannuation, and how much you’re left with afterwards.

LEARNING SEQUENCE
8.1 Overview
8.2 Wages and salaries
8.3 Commission, piecework and royalties
8.4 Taxation and deductions
8.5 Performing financial calculations
8.6 Review: exam practice

CONTENT
In this chapter, students will learn to:

• find earnings, including salary, wages, overtime, piecework and commission
• convert between annual, monthly, fortnightly, weekly and hourly rates of earning [complex]
• understand the purpose of superannuation
• interpret entries on a selection of wage or salary pay slips and timesheets
• understand the purpose of taxation and the use of tax file numbers
• use tax tables to determine PAYG tax for periodic (weekly/fortnightly/monthly) earnings [complex]
• interpret entries on a simple PAYG summary
• apply the concepts of taxable income, gross income, allowable deductions and levies in simple contexts

[complex]
• calculate a simple income tax return and net income using current income tax rates [complex].

Fully worked solutions for this chapter are available in the Resources section of your eBookPLUS at
www.jacplus.com.au.
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8.2 Wages and salaries
8.2.1 Salaries, wages and penalty rates
Salaries
A person on a salary gets a fixed amount of money for a year, but is usually paid a portion of this each fortnight
(2 weeks) or month. Each payment is an equal amount and is calculated by dividing the annual amount by the
number of payment periods per year.

Hourly wages
A person on an hourly wage gets paid a set amount for each hour worked.

If a person works more than a certain number of hours per week, any additional hours are called overtime,
and are paid at a higher rate. The overtime hourly rate is usually a multiple of the regular hourly rate:

• 1.5 × regular hourly wage (time-and-a-half)
• 2 × regular hourly wage (double-time), and so on.

Penalty rates
Workers may receive a higher pay rate when they are required
to work on weekends and public holidays, do shift work (early
mornings or late nights), and work overtime. The pay rate paid
is called a penalty rate. Penalty rates will vary according to the
working agreements and will be a certain percentage more than
the normal pay rate.

WORKED EXAMPLE 1

A bank employee earns a salary of $61 000 per year. How much does he get paid each fortnight?a.

A fast-food employee is paid $15.50 per hour. If she worked 72 hours last fortnight, how much
did she get paid?

b.

THINK WRITE

a. 1. Determine the number of fortnights in a year by dividing the
number of days in a year by the number of days in a
fortnight.
Note that the result will be different in a leap year
(366 days).

365
14

≈ 26.07

(correct to 2 decimal places)

2. Divide the annual salary by 26.07 and round to the
nearest cent.

61 000 ÷ 26.07 ≈ 2339.85

3. Answer the question. The bank employee’s fortnightly
pay is $2339.85

b. 1. The worker is paid $15.50 for each hour they work, so
multiply this amount by the number of hours worked.

15.50 × 72 = 1116.00

2. Answer the question. Last fortnight the fast-food
employee was paid $1116.00.

Note: We will use the approximations of 52.14 weeks and 26.07 fortnights in a year in this text.
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WORKED EXAMPLE 2

A hospitality worker is paid time-and-a-half for working on Saturday nights and double-time for
working on Sundays or public holidays. The normal hourly pay rate is $15.50. If the worker
worked 5 hours on Saturday and 6 hours on Sunday, calculate the amount of money she earned
over the weekend.

THINK WRITE

1. Calculate the hourly rate of pay for Saturday.
Time-and-a-half means × 1.5.

15.50 × 1.5 = $23.25 per hour

2. Calculate the amount paid for Saturday. 23.25 × 5 = $116.25

3. Calculate the hourly rate of pay for Sunday.
Double-time
means × 2.

15.50 × 2 = $31

4. Calculate the amount paid for Sunday. 6 × 31 = $186

5. Answer the question. Note: This is the amount
she earned before tax was taken out.

The amount earned for the weekend is
$116.25 + 186 = $302.25.

8.2.2 Other allowances
Employees may receive an allowance to complete certain tasks, such as to use their own tools at work, or to
work in certain conditions. Common allowances include uniforms, tools and equipment, travel costs, car and
phone costs, and first-aid training.

Allowances are included in wages and are documented separately on pay sheets.

8.2.3 Superannuation
All workers in Australia get an additional
sum of money for their retirement. This
sum is called superannuation. From 2017
the law requires employers to pay an addi-
tional 9.5% of annual salary into a recog-
nised superannuation fund. The amount is
based on usual earnings before tax and is
calculated each pay cycle.

Some workers choose to contribute
additional funds from their wages to
increase their superannuation. There are
tax incentives, such as paying lower tax
rates on superannuation lump sums, to
encourage workers to save for their retire-
ment.

Additional government financial support, known as the pension, is also available for some people who have
retired. The amount a retired person receives in the pension depends on their personal financial security and
wealth.
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WORKED EXAMPLE 3

A worker’s hourly rate is $28.75 and he works 38 hours each week. The worker is paid fortnightly.
Calculate the amount of superannuation the employer pays on his behalf each fortnight.

THINK WRITE

1. Calculate the fortnightly wage. Note that if the
employee works 38 hours per week, then he works
76 (38 x 2) hours per fortnight.

76 × 28.75 = $2185.00

2. Calculate 9.5% of the fortnightly wage.
Remember to convert 9.5% to a decimal by dividing
by 100.

9.5% × 2185 = 0.095 × 2185
≈ $207.58

3. Answer the question. The employer pays $207.58 into the
superannuation fund each fortnight.

8.2.4 Annual leave loading
Some workers will receive an extra payment on top of the 4-week annual leave pay. It is usually 17.5% of
their normal pay for 4 weeks. It will depend on the working agreement workers have with their employers if
they receive an annual leave loading.

The purpose of annual leave loading is to compensate workers who are unable to earn additional money
through overtime while on leave, and to help cover the costs associated with taking holidays.

WORKED EXAMPLE 4

A worker’s annual salary is $58 056. Calculate the amount, in dollars, paid for annual leave
loading before tax.

THINK WRITE

1. Calculate the weekly salary by dividing the annual
salary by 52.14.

58 056
52.14

≈ $1113.46

2. Calculate the wage for 4 weeks. $1113.46 × 4 = $4453.84

3. Calculate 17.5% of the 4-week wage. Remember to
convert 17.5% to a decimal by dividing by 100.

17.5% × 4453.84 = 0.175 × 4453.84
≈ 779.42

4. Answer the question. The amount paid for annual leave
loading, before tax, is $779.42.

Interactivity: Special rates (int-6068)
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Exercise 8.2 Wages and salaries

Note: Assume 52.14 weeks and 26.07 fortnights in a year.
1. A lawyer is offered a job with a salary of $74 000 per year, or $40 per hour. Assuming that she works

80 hours every fortnight, which is the greater pay?
2. MC An hourly wage of $32.32 for 77.5 hours per fortnight results in a fortnightly pay of:

$1252.40.A. $2504.80.B. $842.58.C. $1292.80.D.
3. WE 1 Calculate the wage for the following hourly rates and hours worked.

a. $19.75 for 74.75 hours
b. $24.85 for 45.75 hours
c. $45.30 for 35.25 hours

4. A worker earns $20.40 an hour. He needs to earn a minimum of $700 each week before tax, to buy
food, pay rent and bills and have some money for entertainment. Calculate the minimum number of
hours he has to work each week. Give your answer correct to 2 decimal places.

5. WE 2 A retail worker is paid time-and-a-half for
working on Saturday and double-time for
working on Sundays or public holidays. The
normal pay rate is $18.75. The worker worked
over a long weekend, with the Monday being a
public holiday. The hours worked for Saturday,
Sunday and Monday (public holiday) were 8, 5
and 6 hours respectively. Calculate the amount of
money she earned over the weekend.

6. Over the last four weeks, a woman has worked
35, 36, 34 and 41 hours. If she earns
$24.45 per hour, how much did she earn for each of the two fortnights?

7. WE 3 A worker’s hourly rate is $29.45 and she works 25.75 hours each week. The worker is paid
fortnightly. Calculate the amount of superannuation the employer pays on her behalf each fortnight.

8. A school principal is on an annual salary of $155 750.
a. How much does she earn each month?
b. What is her superannuation fund payment if the fund is paid 9.5% of her annual salary?

9. A salary earner makes $62 000 per year.
a. How much does he earn each month?
b. What is his superannuation fund payment each month if he receives 9.5% superannuation?
c. What is the total amount deposited into the fund in a year?

10. WE 4 A worker’s annual salary is $85 980. Calculate the amount, in dollars, paid for annual leave
loading before tax.

11. Some employers offer a superannuation bonus scheme. They pay you 9.5%, then for every additional
1% of your salary that you contribute, they match it with a further 1%. For example, if you contribute
2% of your salary to superannuation, you will receive a total of 9.5% + 2% + 2% = 13.5% put into your
fund. A software saleswoman makes $70 000 per year and decides to contribute 3% of her salary into
superannuation.
a. How much does the saleswoman contribute from her own salary into superannuation each year?
b. The saleswoman’s employer matches her superannuation contributions. In total, how much does she

receive into her superannuation fund each year?
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12. There is a proposal to have the same penalty rates for both Saturday and
Sunday of time-and-a-half. Currently workers receive time-and-a-half to
work Saturdays and double-time to work Sundays.

A waiter receives penalty rates and her hourly rate is $17.75.
a. By what percentage, to the nearest whole number, will she be worse

off if the penalty rates change?
b. By what percentage, to 2 decimal places, will her hourly rate need to

increase to ensure she receives the same amount she currently does for
working both Saturday and Sundays, assuming she works the same
number of hours each day?

13. A factory worker receives an hourly rate of $28.40 to work a standard 38-hour-week. She receives
overtime of time-and-a-half for any hour worked above 38 hours.
a. On average, she works 42.5 hours each week. Calculate her weekly wage before tax.
b. The worker is offered a salary of $68 000. Will she be better off remaining on a wage or taking the

salary offer? Justify your answer using calculations.
14. An employer is proposing a new working agreement: the removal of the 17.5% annual leave loading, an

increase of 5% in annual wages and 10.5% superannuation contributions. Employees are considering
whether to accept the agreement. Should they accept the agreement? Justify your answer using
calculations.

15. A secretary’s current annual salary is $56 890. She is
offered two packages:
Package 1: pay increase of 1.5% each year for 5 years
Package 2: superannuation contribution of 10.75% for
5 years.

By calculating her salary each year for 5 years and the
additional amount of superannuation contributions that will be
deposited into her superannuation fund, which package should
she choose?

8.3 Commission, piecework and royalties
8.3.1 Commission
A commission is paid to a person when an item is sold. For example, if a real estate agent sells a house, then
he or she is paid a commission.

Commissions are calculated as a percentage of the sale price. If no sales are made, no commission is
received. A commission table is often used to determine the value of a commission.

WORKED EXAMPLE 5

When selling real estate, an agent is paid according to the table below.

Sale price Commission Plus

Between $0 and $80 000 2% of sale price 0

Between $80 001 and $140 000 1.5% of amount over$80 000 $1600

$140 000 and over 1.1% of amount over$140 000 $2500

If a house is sold for $200 000, what is the commission paid to the real estate agent?
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THINK WRITE

1. Since the amount of commission varies according to the
sale price, determine which of the 3 ranges the sale falls
into. 200 000 > 140 000, so the price falls into range 3
($140 000 and over).

200 000
−140 000

60 000

The commission for this range is based on the amount of
the sale over $140 000. Calculate the amount over
$140 000.

2. The commission is 1.1% of 60 000; write 1.1% as a
decimal.

1.1% =
1.1
100

= 0.011

3. Multiply 0.011 by the amount over $140 000, that is
$60 000.

1.1% of 60 000 = 0.011 × 60 000
= 660

4. The table also specifies an additional commission of
$2500, based on the amount of the sale under $140 000.
Calculate the total of the commission.

660 + 2500 = 3160

5. Answer the question. The total commission is $3160.

8.3.2 Salary and commissions
In some industries the rate of sales
varies widely, so it is not practical to
live on commissions only. For example,
car salespeople are given a base salary
in addition to a commission.

WORKED EXAMPLE 6

A car salesperson earns a salary of $1200 per month plus a commission of 3% of the total sales
that she makes that month. In February, she sold cars worth $198 500. What is her total wage
(salary + commission) for that month?

THINK WRITE

1. Her commission is 3% of sales. Write 3% as a
decimal.

3% =
3

100
= 0.03

2. Calculate 3% of the total sales in order to determine
the commission.

3% of 198 500 = 0.03 × 198 500
= 5955
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3. Her total wage is the commission plus her base
salary. Add the commission of $5955 to the base
salary of $1200.

5955 + 1200 = 7155

4. Answer the question. The total wage paid in February is
$7155.

8.3.3 Piecework
A person paid by piecework is paid a fixed amount for each item produced. Often the work is done at home.
There may be bonuses for faster workers.

WORKED EXAMPLE 7

A seamstress gets paid $4.75 for every dress she sews. If she sewed 124 dresses last week, how
much money did she earn?

THINK WRITE

1. The seamstress gets $4.75 for each dress, so
multiply this amount by the number of dresses sewn.

4.75 × 124 = 589

2. Answer the question. Last week the seamstress was paid
$589.00.

8.3.4 Royalties
A royalty is a payment made to an author, composer or creator for each copy of the work or invention sold.
For example, if a pop star sold $2 million worth of music last year, she is entitled to some of the profits. Other
people, such as managers, also get a share. Royalties are usually calculated as a percentage of the total sales
(not total profit).

WORKED EXAMPLE 8

2.4%

50%

100%
Percentage

$2 156 320

Royalty

SalesLast year, a new rock star sold music worth $2 156 320. His
recording contract specifies that he receives 2.4% royalty on the
total sales. How much money did he earn last year?

THINK WRITE

1. He earned 2.4% of the sales ($2 156 320). Write
2.4% as a decimal.

2.4% =
24

100

= 0.024

2. Calculate 2.4% of the total sales; multiply 0.024 by
the total sales.

2.4% of 2 156 320 = 0.024 × 2 156 320
= $51 751.68

3. Answer the question. The rock star earned $51 751.68 in
royalties.
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Interactivity: Piecework (int-6069)

Interactivity: Commission and royalties (int-6070)

Exercise 8.3 Commission, piecework and royalties

1. WE 5 Using the commission table below,
calculate the commission on the sale of a
house for $945 000.

SOLD
for

$945 000

Sale price Commission Plus

Between $0 and
$400 000

0.5% of sale price 0

Between $400 001
and $700 000

0.3% of amount
over $400 000

$2000(0.5% of $400 000)

$700 001 and over 0.2% of amount
over $700 000

$2900(0.5% of $400 000 + 0.3% of $300 000)

2. Using the commission table from question 1, calculate the commission for the following sales.
$330 000a. $525 000b. $710 000c. $1330 000d.

3. MC Using the commission table from question 1, the commission on the sale of a $500 000 house
would be:

$1000.A. $2000.B. $2300.C. $2500.D.
4. WE 6 A car salesperson earns a salary of $1400 per month plus a commission of 3.5% of the total sales

he makes that month. In April, he sold cars worth $155 000. What is his total wage (salary +
commission) for that month?

5. WE 7 A shoemaker is paid $5.95 for each pair of running shoes he can make. If the shoemaker made 235
pairs of shoes last week, what was the amount paid?

6. MC If a software engineer gets paid $3.40 for every line of computer
code she writes, then how much will she make if she writes
865 lines in a fortnight?

$29 410.00A. $2941.00B.
$294.10C. $2329.00D.

7. A seamstress gets paid per item she sews. If she received $545 for
sewing 45 items, how much did she get paid per item?

8. WE 8 Last year, a pop star sold $5 342 562 worth of music on her
website and via CD sales. Her contract calls for a 3.5% royalty on all
sales. How much did she earn last year?

9. MC If an author earned $25 560 on the basis of sales of $568 000,
then the royalty payment is:

4.5%.A. 45%.B.
0.045%.C. 0.45%.D.
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10. An actress is paid a 2.5% royalty plus $300 000 cash to act in the latest blockbuster movie.
a. Complete the following table of royalties.

Time Jan–Mar Apr–Jun Jul–Aug Sep–Dec

Sales $123 400 $2 403 556 $432 442 $84 562

Royalty payment

b. What is the total amount the actress received, including the cash?
11. To keep matters simple, the winner of a television talent show receives a royalty of 1% on sales of their

first album. If this year’s winner sells $4 563 453 worth of music, what is the royalty payment?

12. A new children’s book author is offered a choice of
$100 000 cash or a 4% royalty on sales. What would the
sales need to be to match the cash offer?

13. A hot-shot used car salesman earns $1500 per month
plus 6.2% commission on all sales. If he sold
$243 540 worth of cars last month, what is his total wage?

14. A songwriter receives royalties on the sales of her songs.
She received $11 473.75 in royalties for the sale
of $458 950 in songs. Explain how the royalty
percentage she receives can be determined, and hence find
the royalty percentage she receives.

15. A shoe manufacturer decides to offer his shoemakers two pay options:
Option 1: $8.25 per pair of shoes made
Option 2: receive a 3.5% commission on the shoes sold.

A shoemaker can make 15 pairs of shoes each day (over 5 days) and each pair of shoes sells for
$75.95. In one week the manufacturer will sell 250 pairs of shoes. Which option will earn the
shoemaker the most money? Justify your answer using calculations.

16. A telecommunications salesperson receives a base wage of $450 per week plus 2.5% commission on all
new telephone plans sold during the week. In one week, his earnings (before tax) were $502.25.
a. What was the total amount (in dollars) of telephone plans he sold during the week?
b. If each plan was $95, how many plans did he sell?
c. The salesperson is offered the choice to remain on a weekly base wage of $530 with an increase of

3.5% in commission on all sales, or to receive an annual salary of $37 500. Which option would you
recommend he choose? Justify your answers using calculations.

8.4 Taxation and deductions
8.4.1 The purpose of taxation
Taxation is a means by which State and Federal governments raise revenue for public services, welfare and
community needs by imposing charges on citizens, organisations and businesses.

Services include education, health, pensions for the elderly, unemployment benefits, public transport and
much more.

8.4.2 Tax file numbers
A tax file number (TFN) is a personal reference number for every taxpaying individual, company, funds and
trusts. Tax file numbers are for life and are issued by the Australian Taxation Office (ATO).
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8.4.3 Income tax
Income tax is a tax levied on the financial income of people. It is deducted from each fortnightly or monthly
pay.

The amount of income tax is based upon total income and tax deductions, which determines a worker’s
taxable income.

Taxable income = total income − tax deductions

The calculation of income tax is based upon an ‘income tax table’. The income tax table at the time of
writing is:

Taxable income Tax on this income

0–$18 200 Nil

$18 201–$37 000 19 c for each $1 over $18 200

$37 001–$87 000 $3572 plus 32.5 c for each $1 over $37 000

$87 001–$180 000 $19 822 plus 37 c for each $1 over $87 000

$180 001 and over $54 232 plus 45 c for each $1 over $180 000

NOTE: the income tax table is subject to change.

8.4.4 Tax deductions
Workers who spend their own money for work-related expenses are entitled to claim the amount spent as
tax deductions. Tax deductions are recorded in the end-of-the-financial-year tax return. The deductions are
subtracted from the taxable income, which lowers the amount of money earned and hence reduces the amount
of tax to be paid.

What can be claimed as tax deductions is determined by the Australian Taxation Office. Some examples of
deductions that can be claimed include using your car to travel to work-related events, purchasing materials,
union fees, donations made to charities and using a home office. Deductions must be work-related expenses
and evidence, such as receipts, must be provided.

WORKED EXAMPLE 9

Calculate the income tax payable by the teacher who earns a salary of $67 400. Tax deductions for
the teacher are $4240 and the teacher earned $1240 in bank interest.

THINK WRITE

1. Determine the total income by adding the salary and
bank interest together.

67 400 + 1240 = $68 640

2. Subtract the tax deductions from the total income. Taxable income = $68 640 − 4240
= $64 400

3. Determine the tax bracket based on the taxable
income of $64 400.

Taxable income is between $37 001
and $87 000.

4. Determine the amount of tax to be paid. $3572 plus 32.5 c for every $1 over
$37 000

5. Determine the amount of taxable income over
$37 000 by subtracting $37 000 from the teacher’s
taxable income.

64 400 − 37 000 = $27 400
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6. Determine the tax rate amount as 32.5% of $27 400.
Remember to convert 32.5% to a decimal.

0.325 × 27 400 = $8905

7. Add the ‘plus amount’ to find the payable tax. $3572 + 8905 = $12 477

8. Answer the question. The total tax payable by the teacher is
$12 477.

8.4.5 The Medicare levy
Australian residents have access to healthcare through Medicare, which is partly funded by taxpayers through
the payment of a Medicare levy. The current Medicare levy is 2% of taxable income, and may be reduced if
the taxable income is below a certain amount.

In addition to the Medicare levy, residents who do not have adequate private healthcare may also be required
to pay a Medicare levy surcharge.

WORKED EXAMPLE 10

A plumber’s taxable income for the financial year is
$65 850. He claims $5680 in work-related expenses (deductions) and
he also has private health insurance. Determine the amount he has
to pay for the Medicare levy.

THINK WRITE

1. Calculate the taxable income. Taxable income = $65 850 − $5680
= $60 170

2. Calculate 2% of taxable income. Remember to
convert 2% to a decimal.

2% × 60 170 = 0.02 × 60 170
= $1203.40

3. Answer the question. He will pay $1203.40 in Medicare levy.

8.4.6 Pay As You Go (PAYG) tax
The Australian Taxation Office administers a Pay As YouGo (PAYG) tax, which is a withholding tax system.
It requires employers to calculate the amount of income tax to withhold from employees. The amount withheld
is determined by taxation tables provided by the Tax Office.

This amount is withheld from the employee’s regular earnings (gross pay) and contributes towards the
employee’s tax to be paid at the end of the financial year.

Net pay = gross pay − tax withheld

At the end of the financial year, workers submit a tax return which lists their deductions and all money
earned.

• If the total amount of tax paid is less than is required, the worker will have to pay the difference.
• If the amount of tax paid over the year is more than is required, the worker receives a refund.
Australian workers who provide their tax file number and do not work another job claim the tax-free

threshold. This means that they do not pay tax on the first $18 200 earned in the financial year.
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WORKED EXAMPLE 11

A factory worker is paid $19.94 per hour. Each week she works 38 hours, with an additional
4 hours overtime paid at time-and-a-half. Using the taxation table, calculate her net pay (the
amount she receives).

Weekly earnings ($) Tax withheld ($)

856.00 133.00

857.00 133.00

858.00 133.00

859.00 134.00

860.00 134.00

861.00 134.00

862.00 135.00

863.00 135.00

864.00 135.00

865.00 136.00

866.00 136.00

867.00 136.00

868.00 137.00

869.00 137.00

870.00 137.00

871.00 138.00

872.00 138.00

873.00 138.00

874.00 139.00

875.00 139.00

876.00 139.00

877.00 140.00

878.00 140.00

879.00 141.00

880.00 141.00

Weekly earnings ($) Tax withheld ($)

881.00 141.00

882.00 142.00

883.00 142.00

884.00 142.00

885.00 143.00

886.00 143.00

887.00 143.00

888.00 144.00

889.00 144.00

890.00 144.00

891.00 145.00

892.00 145.00

893.00 145.00

894.00 146.00

895.00 146.00

896.00 146.00

897.00 147.00

898.00 147.00

899.00 147.00

900.00 148.00

THINK WRITE

1. Calculate the weekly wage for normal hours. 38 × 19.94 = $757.72

2. Calculate the overtime. 19.94 × 1.5 × 4 = $119.64

3. Calculate the total weekly wage. $757.72 + 119.64 = $877.36

4. Using the table, locate the weekly wage and read
the amount of tax withheld.

Weekly wage $877, tax withheld $140

5. Calculate the net pay by subtracting the tax
withheld from the total wages.

Weekly income = 877.36 − 140
= $737.36
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Exercise 8.4 Taxation and deductions

1. WE 9 Calculate the income tax payable by a baker whose salary is $51 260. Tax deductions of the baker
are $2120, and the baker earned $1850 in bank interest. Refer to the tax table provided on page 000.

2. WE 10 Calculate the Medicare levy for the following taxable incomes.
$60 400a. $77 300b. $89 400c. $108 423d.

3. MC A shop worker earns $18.95 per hour. She works 52 hours in a fortnight. Which of the amounts is
closest to the amount of Medicare levy she will be expected to pay at the end of the financial year ? Note:
Assume there are 26.07 fortnights in a year.

$20A. $51B.
$200C. $514D.

4. WE 11 A garage mechanic is paid by the hour.

a. If she works 84 hours in a fortnight and is paid $22.50
an hour, what is her gross pay (amount before tax)?

b. Using the taxation table shown, calculate her net pay.

Fortnightly
earnings ($)

Tax withheld
($)

1832.00 306.00

1834.00 308.00

1836.00 308.00

1838.00 308.00

1840.00 310.00

1842.00 310.00

1844.00 310.00

1846.00 312.00

1848.00 312.00

1850.00 314.00

1852.00 314.00

1854.00 314.00

1856.00 316.00

1858.00 316.00

1860.00 316.00

1862.00 318.00

1864.00 318.00

1866.00 318.00

1868.00 320.00

1870.00 320.00

1872.00 320.00

1874.00 322.00

1876.00 322.00

Fortnightly
earnings ($)

Tax withheld
($)

1878.00 322.00

1880.00 324.00

1882.00 324.00

1884.00 324.00

1886.00 326.00

1888.00 326.00

1890.00 326.00

1892.00 328.00

1894.00 328.00

1896.00 330.00

1898.00 330.00

1900.00 330.00

1902.00 332.00

1904.00 332.00

1906.00 332.00

1908.00 334.00

1910.00 334.00

1912.00 334.00

1914.00 336.00

1916.00 336.00

1918.00 336.00

1920.00 338.00
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 5. For the worker in question 4, any hours worked over 76 hours per fortnight are paid overtime at a rate of
$45 an hour. Adjust her gross and net pay accordingly.

6. Using the taxation table provided:
i. write down the percentage tax payable for the following annual salaries.
ii. hence, calculate the amount of tax payable.

$37 500a. $15 879b. $85 670c. $112 500d.

Taxable income Tax on this income

0–$18 200 Nil

$18 201–$37 000 19 c for each $1 over $18 200

$37 001–$87 000 $3572 plus 32.5 c for each $1 over $37 000

$87 001–$180 000 $19 822 plus 37 c for each $1 over $87 000

$180 001 and over $54 232 plus 45 c for each $1 over $180 000

7. The table shows the tax payable for fortnightly wages. Using the table, calculate the tax payable on the
following fortnightly wages by workers who claim the tax-free threshold.

Tax to be withheld Tax to be withheld

Fortnightly
income ($)

With tax-free
threshold($)

No tax-free
threshold($)

Fortnightly
income ($)

With tax-free
threshold($)

No tax-free
threshold($)

1000 74 262 2000 366 608

1100 96 296 2200 434 676

1200 118 330 2500 540 780

1500 192 434 3000 712 968

1800 296 538 4000 1086 1358

$1500a. $2000b. $2500c. $4000d.

8. Calculate the percentage of tax payable for the incomes from question 7 by workers who don’t claim the
tax-free threshold. Give your answers to 2 decimal places where necessary.

9. An apprentice electrician is paid $17.14 per hour. She is paid the normal rate for the first 38 hours
worked in any week and then the overtime rate of $25 for hours worked over 38 hours. In one week, she
worked 45 hours. Using the taxation table, calculate her net wage for the week (the amount she
receives).

Weekly earnings
($)

Amount to be
withheld ($)

816.00 119.00

817.00 119.00

818.00 119.00

819.00 120.00

820.00 120.00

Weekly earnings
($)

Amount to be
withheld ($)

821.00 120.00

822.00 121.00

823.00 121.00

824.00 121.00

825.00 122.00
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Weekly
earnings ($)

Amount to be
withheld ($)

826.00 122.00

827.00 122.00

828.00 123.00

829.00 123.00

830.00 123.00

831.00 124.00

832.00 124.00

833.00 125.00

834.00 125.00

835.00 125.00

Weekly
earnings ($)

Amount to be
withheld ($)

836.00 126.00

837.00 126.00

838.00 126.00

839.00 127.00

840.00 127.00

841.00 127.00

842.00 128.00

843.00 128.00

844.00 128.00

845.00 129.00

10. A nurse’s gross annual salary is $58 284 and he is paid monthly.
a. Calculate his gross monthly salary.
b. Using the tax table shown, determine the amount of tax withheld from his monthly salary.

Monthly
earnings ($)

Tax withheld ($)

4792.67 949.00

4797.00 953.00

4801.33 953.00

4805.67 958.00

4810.00 958.00

4814.33 958.00

4818.67 962.00

4823.00 962.00

4827.33 962.00

4831.67 966.00

4836.00 966.00

4840.33 966.00

4844.67 971.00

4849.00 971.00

4853.33 971.00

4857.67 975.00

4862.00 975.00

4866.33 975.00

Monthly
earnings ($)

Tax withheld ($)

4870.67 979.00

4875.00 979.00

4879.33 979.00

4883.67 984.00

4888.00 984.00

4892.33 984.00

4896.67 988.00

4901.00 988.00

4905.33 988.00

4909.67 992.00

4914.00 992.00

4918.33 997.00

4922.67 997.00

4927.00 997.00

4931.33 1001.00

4935.67 1001.00

4940.00 1001.00
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c. Determine the percentage of tax, to 2 decimal places, he pays each month.
d. Calculate the Medicare levy he will pay.

11. An accountant pays $1719.40 in Medicare levy.
a. If she has private health insurance, calculate her taxable income for the year.
b. Calculate the tax payable for the financial year. Use the tax table provided on page 000.

12. A truck driver earns $24.07 per hour for working a 76-hour fortnight. An overtime rate of
time-and-a-half is paid for additional hours worked over the 76 hours during Monday to Friday, and
double-time is paid for hours worked on weekends (Saturday and Sunday). Assume 52 weeks in 1 year.

Over a fortnight, the truck driver worked 80 hours Monday–Friday and 15 hours over the weekend.
a. Calculate the gross fortnightly wage for the truck driver.

Fortnightly
earnings ($)

Tax withheld ($)

2682.00 602.00

2684.00 602.00

2686.00 604.00

2688.00 604.00

2690.00 604.00

2692.00 606.00

2694.00 606.00

2696.00 606.00

2698.00 608.00

2700.00 608.00

2702.00 608.00

2704.00 610.00

2706.00 610.00

2708.00 610.00

2710.00 612.00

Fortnightly
earnings ($)

Tax withheld ($)

2712.00 612.00

2714.00 614.00

2716.00 614.00

2718.00 614.00

2720.00 616.00

2722.00 616.00

2724.00 616.00

2726.00 618.00

2728.00 618.00

2730.00 618.00

2732.00 620.00

2734.00 620.00

2736.00 620.00

2738.00 622.00

2740.00 622.00

b. Show that the truck driver’s net fortnightly pay was $2089.84 by using the PAYG tax table shown
above.

c. If the truck driver claims $2486 in deductions, calculate his taxable income, and hence calculate the
amount of payable tax for the year by using the tax table provided on page 000.

d. How much Medicare levy should the driver expect to pay, given that he has private health
insurance?
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13. A computer technician’s annual
salary is $67 374. He claims $1580 in
deductions and receives $225 in
dividends from shares.
a. The technician is paid monthly.

Calculate his gross monthly salary.
b. His employer withholds $1200

PAYG tax each month. Calculate
the total amount of tax withheld
for the year.

c. Determine the tax payable by the
computer technician for the
financial year. Hence, determine
whether he receives a tax refund
or is required to pay more tax, and state the amount.

14. A hairdresser receives a weekly wage of $930.60, which includes 38 hours of normal pay plus 4 hours
of overtime, paid at time-and-a-half.
a. Explain how his hourly rate can be determined, and hence find his hourly rate.
b. Determine his annual salary if he works an average of 40 hours a week (38 hours at normal pay and

2 hours overtime). Assume 52 weeks in 1 year.
c. Using your answer from part b, determine the amount of tax payable at the end of the financial

year.
d. The hairdresser forgot to claim $1980 in deductions and is looking forward to receiving $1980 in a

tax refund. By recalculating the amount of tax payable at the end of the financial year based on his
new taxable income, explain why he won’t receive $1980 in a tax refund.

15.
Taxable income Tax on this income

0–$18 200 Nil

$18 201–$37 000 19c for each $1 over $18 200

$37 001–$87 000 $3572 plus 32.5 c for each $1 over $37 000

$87 001–$180 000 $19 822 plus 37 c for each $1 over $87 000

$180 001 and over $54 232 plus 45 c for each $1 over $180 000

The Australian tax system is a tiered system, as shown in the table. A dentist’s annual salary is
$97 065.
a. Explain why the tax payable is not found by calculating 37% of $97 065.
b. Explain how the additional ‘plus amount’ of $19 822 is calculated.

16. A mechanical engineer pays $14 812 in tax.
a. Explain how her taxable income can be determined.
b. Determine her taxable income.
c. After the financial year she realises that she forgot to claim $985 in tax deductions. Determine her

taxable income and the tax refund she should expect.
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8.5 Performing financial calculations
8.5.1 Calculating percentage change
Percentage increase and decrease are examples of percentage change. It is the extent to which an amount
grows or loses.

Percentage change = difference between two numbers
original number

× 100

A spreadsheet can be used to find the percentage change by inserting a formula that calculates the difference
between the cell numbers, and then divides by the original number and multiplies by 100.

WORKED EXAMPLE 12

A shop assistant receives a pay increase. Her original weekly pay was $545 and her new pay is
$567. Using a spreadsheet, calculate the percentage change of her wage. Write your answer to the
nearest whole per cent.

THINK WRITE

1. Set up a spreadsheet with headings ‘original pay’,
‘new pay’ and ‘percentage change’.

2

original pay

A B C

1

3

4

5

6

new pay percentage change

2. Enter her original pay ($545) in cell A2 and her
new pay ($567) in cell B2.

2

original pay

A B C

1

3

4

5

6

new pay percentage change

545 567

3. In Cell C2, enter the formula that calculates the
difference between cells A2 and B2: ‘(B2-A2)’ and
then divides by the original pay: ‘(B2-A2) /A2’, and
finally converts to a percentage by multiplying by
100: ‘(B2-A2) /A2 ∗ 100’. Be sure to place an =
sign before your equation.

2

original pay

A B C

1

3

4

5

6

new pay percentage change

545 567 = (B2-A2)/A2*100

4. Answer the question. The percentage change of her wage is
4% (a 4% pay rise).

8.5.2 Calculating tax payable
Calculating the tax payable on gross incomes can be found using a spreadsheet and inserting formulas that
determine the amount of tax payable for each tax tier.
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WORKED EXAMPLE 13

A law clerk’s annual salary is $45 675. She claims $450 in tax deductions and receives $250 in
interest from investments. Using a spreadsheet, calculate the amount of tax payable for the
financial year.

THINK WRITE

1. Create a spreadsheet with
headings ‘gross income’,
‘interest’, ‘deductions’ and
‘taxable income’. Enter the
values.

2

gross income

45 675 250 450

A B C

1

3

4

5

6

interest deductions taxable income

D

2. In cell D2 calculate the
taxable income: add the
interest ($250) to the
annual salary ($45 675)
and subtract the deductions

($450) by writing the
formula ‘= A2+B2-C2’.

2

gross income

A B C

1

3

4

5

6

interest deductions taxable income

D

45 675 250 450 45 475

D2 fx = A2 + B2 – C2

3. Insert a column to
represent the tax bracket
that the law clerk falls into.

2

gross income

A B C

1

3

4

5

6

interest deductions taxable income
tax tier
(37 001 – 87 000)

D E

45 675 250 450 45 475

4. Insert a formula to
calculate the tax payable
for this tax tier.

Type the following formula into E2:
′ = 3575 + (D2-37000) ∗ 0.325′

5. Calculate the tax payable.

2

gross income

A B C

1

3

4

5

6

interest deductions taxable income
tax tier
(37 001 – 87 000)

D E

45 675 250 450 45 475 6329.375

6. Answer the question,
giving the answer to the
nearest cent.

The tax payable by the law clerk is $6329.38.
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8.5.3 Preparing a wage sheet
A wage sheet shows a list of workers and details of their earnings. These include net wages, pay rates, gross
deductions and allowances. A wage sheet may look similar to the one shown.

Employee
Pay
rate

Normal
hours

worked
Overtime Penalty rate

Allowance
Gross
pay

Tax
withheld

Net
pay1.5 1.5 2

Dave 19.5 38 2 5 25.5 945.75 163.00 782.75
Jose 21.8 32 4 3.5 5 1253.50 271.00 982.50
Neeve 25.7 25 4 15 1002.30 183.00 819.30
Niha 22.45 38 10 853.10 131.00 722.10
Yen 29.85 36 6 1074.60 208.00 866.60

A pay sheet (or payslip) shows individual workers’ details, including the hours worked, pay rate, net wage,
tax deduction, leave days and superannuation paid.

A wage sheet can be set up in a spreadsheet containing formulas that perform the necessary calculations.

WORKED EXAMPLE 14

Using a spreadsheet, complete the following wage sheet.

Employee
Pay
rate

Normal
hours

worked

Overtime Penalty rate

Allowance
Gross
pay

Tax
withheld

Net
pay1.5 1.5 2

Honura 38.95 38 4 6 15 620.00

Skye 28.40 38 3 5 289.00

Beau 19.15 35 5 234.00

THINK WRITE

1. Set up a spreadsheet.

Employee

A B C

4

5

6

2
1

3
Pay
rate

Normal
hours

worked

Overtime Penalty rate

Allowance

D E G

Honura

Skye

Beau

38.95

28.4

19.15

38

1.5 1.5

38

35

4 6 15

Gross
pay

Tax
with
held

Net
pay

H I J

3 5

5

F

2

620

289

234

2. Calculate pay for
hours worked:
Pay for normal hours
formula (e.g.
38*38.95)

B4*C4

Overtime pay
calculation (e.g.
4*1.5*38.95)

D4*D3*B4

Pay for working on
penalty rates (e.g.
0*1.5*38.95 +
6*2*38.95)

E4*E3*B4+F4*F3*B4
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3. Calculate gross pay
(= hours worked plus
allowances).

In cell H4 enter the formula
H4=B4*C4+D4*D3*B4+E4*E3*B4+F4*F3*B4+G4

4. Complete the table by
filling the formula in
column H down for all
workers. Employee

A B C

4

5

6

2
1

3
Pay
rate

Normal
hours

worked

Overtime Penalty rate

Allowance

D E G

Honura

Skye

Beau

38.95

28.4

19.15

38

1.5 1.5

38

35

4 6 15

Gross
pay

Tax
with
held

Net
pay

H I J

3 5

5

F

2

2196.2

1420

813.88

620

289

234

5. Calculate the net pay
by deducting tax
withheld.

J4=H4-I4

6. Answer the question.

2196.2

1420

813.88

620 1576.2

1131

579.88

Employee

A B C

4

5

6

2
1

3
Pay
rate

Normal
hours

worked

Overtime Penalty rate

Allowance

D E G

Honura

Skye

Beau

38.95

28.4

19.15

38

1.5 1.5

38

35

4 6 15

Gross
pay

Tax
with
held

Net
pay

H I J

3 5

5

F

2

289

234

Exercise 8.5 Performing financial calculations

1. WE 12 Calculate the percentage change for the following using a spreadsheet. Give your answers correct
to 2 decimal places.
a. Original tax paid is $450 and the new tax paid is $435.
b. A person receives a $45 pay rise. The fortnightly pay was originally $1680.
c. The original price of an item was $1580 and after two years it is worth $1375.
d. After a $115 pay increase, a person’s new monthly pay is $5890.

2. A bus driver receives a pay increase. Her original weekly
pay was $875 and her new pay is $897. Using a
spreadsheet, calculate the percentage change of her wage.
Give your answer correct to 2 decimal places.

3. A steel worker receives a pay increase of 5.5%. If her
original weekly pay (before tax) is $1023.45, calculate
her new weekly pay.

4. WE 13 A fast-food manager’s annual salary is $48 131.
He claims $980 in tax deductions and receives $500
in interest from investments. Using a spreadsheet,
calculate the amount of tax payable for the financial
year by using the tax table provided on page 00.

22 Jacaranda Maths Quest 11 Essential Mathematics Units 1 & 2 for Queensland

Unco
rre

cte
d page

 pro
ofs



i
i

“c08EarningMoney_print” — 2018/8/27 — 10:11 — page 23 — #23 i
i

i
i

i
i

5. Using a spreadsheet, calculate the tax payable by the following workers.

Employee
Gross
salary Interest Deductions

Taxable
income

Tax
free
(0−

18 200)
0c

Tax
tier

(18 201−
37 000)

19c

Tax
tier

(37 001−
87 000)
32.5c

Tax
tier

(87 001−
180 000)

32.5c

Tax
tier

(180 000+)
45c

Stan 52 895 350

Bett 65 845 650

Xiao 36 080 125

Mohamed 75 040 870 1500

6. Workers in a textile factory are paid per item. The number of items 4 employees made for the week are
shown.

Rate/item Monday Tuesday Wednesday Thursday Friday

Harry $4.75 25 26 24 30 20

Theo $6.50 19 18 16 20 15

Maria $3.50 35 40 32 29 32

Marcia $7.95 22 18 25 21 15

Using a spreadsheet, calculate each employee’s weekly earnings, before tax.

7. WE 14 Using a spreadsheet, complete the following wage sheet.

Employee
Pay
rate

Normal
hours

worked

Overtime
Penalty

rate

Allowance
Gross
pay

Tax
withheld

Net
pay1.5 1.5 2

Rex 15.85 28 7 7 124

Tank 22.15 35 5 15 167

Gert 30.10 32 1.5 8 19 367

8. A pay sheet for an individual employee is shown. Complete the pay sheet using a spreadsheet, and hence
state the employee’s net weekly pay and amount of superannuation paid into her superannuation fund.

Entitlements Unit Rate Total

Wages for ordinary hours worked 30 hours $35.05 $

TOTAL ORDINARY HOURS = 30 hours

Penalty (double-time) 5 hours $ $

Gross payment $
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Entitlements Unit Rate Total

Wages for ordinary hours worked 30 hours $33.05 $

TOTAL ORDINARY HOURS = 78 hours

Penalty (double-time) 5 hours $ $

Gross payment $

Employer superannuation contribution

Contribution $

Deductions

Taxation $325

Total deductions

Net payment

9. A worker receives a 4.5% pay increase. Their new weekly pay after the pay rise is $1095.
a. Calculate their annual salary, assuming 52.14 weeks in a year.
b. Calculate their annual salary before the pay rise.

10. A small business owner employs a manager who receives a monthly salary, 2 office workers who are
paid an hourly rate and 3 other workers who are paid per item constructed.

The following table shows the work information of the 6 employees for one week.

Employee Hours worked Hourly rate Items Rate/item Annual salary

Sara (manager) 40 hours − − − $55 850

Troy (office worker) 25 $16.85 − −

Helga 30 $22.50 − −

Nina 20 − 19 $4.25

Bill 15 − 15 $5.75

Max 35 − 28 $4.95

Using a spreadsheet, construct a weekly wage sheet that shows the earnings, before tax, for the
6 employees. Assume 52 weeks in 1 year.

11. The taxation table is shown.

Taxable income Tax on this income

0–$18 200 Nil

$18 201–$37 000 19 c for each $1 over $18 200

$37 001–$87 000 $3572 plus 32.5 c for each $1 over $37 000

$87 001–$180 000 $19 822 plus 37 c for each $1 over $87 000

$180 001 and over $54 232 plus 45 c for each $1 over $180 000

Using a spreadsheet, explain how the ‘plus’ calculations of $3572, $19 822 and $54 232 are found
for the different tax levels in the table.

12. A waiter is paid an hourly rate of $21.50. He receives penalty rates of time-and-a-half for working
Saturday and double-time for working Sundays and public holidays. Over the Christmas period, he
worked 5 hours on Friday night, 8 hours on Saturday, 9 hours on Sunday and 7.5 hours on Boxing Day
(public holiday). His employer withholds $185 in tax. Prepare a pay sheet using a spreadsheet to
represent his weekly pay.
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13. A teacher’s annual salary is $94 961. He decides to
reduce his time to 0.8 (this means he receives 0.8 of
his salary and works 4 days out of 5), claiming that
he will be on the lower tax level and pay less in tax
overall, so his net fortnightly pay will not be that much
less. By calculating the tax payable for both the full-
time salary and the 0.8 salary, determine how accurate
his claim is.

14. Each year, an IT technician moves up one level on a
pay scale. The current pay scale is shown.

Level Annual salary

1–1 $51 758

1–2 $53 258

1–3 $55 333

1–4 $57 508

1–5 $60 088

The technician is currently on level 1–3. At the start of the following year she moves up the pay scale
to level 1–4.
a. Determine the percentage change in her wage correct to 2 decimal places.

A new working agreement is reached which increases the pay level of technicians on levels 1 and 2
by 3.75%.
b. Determine the percentage change in the technician’s wage from her original 1–3 wage correct to

2 decimal places.
c. After the pay increase of 3.75%, another technician moves to level 2–3 with an annual salary of

$65 880. The overall percentage change in his wage is 8.5%. Determine the salary for level 2–2
before and after the pay increase.

15. A new taxation system is being proposed.

Taxable income Tax on this income

0–$19 500 Nil

$19 501–$65 000 21 c for each $1 over $19 500

$65 001–$125 000 A plus 35.5 c for each $1 over $65 000

$125 001–$180 000 B plus 37 c for each $1 over $125 000

$180 001 and over C plus 45 c for each $1 over $180 000

a. Calculate the values for A, B and C using a spreadsheet.
b. Write down the formula that would calculate the tax payable for a taxable income within the tax level

$65 001–$125 000.
c. By comparing this proposed taxation table with the current table, would this be a fairer taxation

system? Justify your answer using calculations.
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8.6 Review: exam practice
8.6.1 Summary
Wages and salaries

• A salary is a payment for work which is a fixed amount of money for a year. It is usually paid in
portions each fortnight (2 weeks) or month.

• Salary payment=
annual pay amount

number of pay periods per year
• An hourly wage is a set payment for each hour worked.
• Overtime is any additional hours worked over a set number of hours. Overtime is usually paid at a

multiple of the regular hourly rate: 1.5 × regular hourly rate (time-and-a-half) or 2 × regular hourly rate
(double-time).

• A penalty rate is a higher rate of pay for working unusual hours, such as weekends, public holidays,
shift work (early mornings or late nights) and overtime work.

• Penalty rates are often a certain percentage more than the normal pay rate.
• Allowances are payments to cover out of pocket expenses such as uniforms, tools and equipment, travel

costs, car and phone costs, and first-aid training. Allowances are included in wages and are documented
separately on pay sheets.

• Superannuation is an additional payment by employers of 9.5% of gross pay. It is paid into a
recognised superannuation fund to help workers in Australia save for their retirement.

• The amount of superannuation paid is based on usual earnings before tax and is calculated each pay
cycle.

• Workers may contribute additional funds to their superannuation accounts.
• Depending on the working agreement workers have with their employers, some workers will receive an

extra payment on top of the 4 week annual leave pay (annual leave loading). It is usually 17.5% of the
normal pay for 4 weeks.

Commission, piecework and royalties
• Commission is paid to a person when an item is sold and is calculated as a percentage of the sale price.
• If no sale is made, no commission is paid.
• In some industries such as real estate and car sales, the rate of sales varies widely, so it is not practical

to live only on commissions. Some workers are paid a base salary in addition to a commission.
• Piecework is a fixed amount payment for each item produced.
• Royalties are a payment made to an author, composer or creator for each copy of the work or invention

sold.
• Royalties are calculated as a percentage of the total sales.

Taxation and deductions
• Income tax is a tax levied on the financial income of people and is deducted from each fortnightly or

monthly pay.
• The amount of income tax payable is based on total income and tax deductions.

Taxable income = total income – deductions
• The calculation of income tax is based upon an income tax table.
• Workers who spend their own money for work-related expenses are entitled to claim the amount spent

as tax deductions. Deductions are subtracted from taxable income which lowers the amount of money
earned, reducing the amount of tax to be paid.

• Tax deductions are recorded in the end of the financial year tax return.
• The Medicare levy is a payment of 2% of taxable income to partially fund healthcare through Medicare.
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• The 2% Medicare levy may be reduced if the taxable income is below a certain amount.
• The Medicare levy surcharge is an additional payment for workers who do not have adequate private

health insurance.
• Pay As You Go (PAYG) tax is a withholding tax system which requires employers to calculate and

withhold from the employees regular earnings (gross pay) an amount of tax to be paid to the
government.

• Net pay = Gross pay – tax withheld
• At the end of the financial year, workers submit a tax return which lists their deductions and all money

earned.
• If the total amount of tax paid is less than is required, the worker will have to pay the difference. If the

amount of tax paid over the year is more than is required, the worker receives a refund.
• If a worker provides their tax file number and does not work another job, they can claim the tax-free

threshold, and will not pay tax on the first $18 200 earned in the financial year.

Performing financial calculations

• Percentage change = difference between two numbers
original number

× 100

• The tax payable on gross incomes can be determined by using a spreadsheet and inserting formulas that
determine the amount of tax payable for each tax tier.

• A wage sheet contains details of a worker’s earnings, including net wages, pay rates, gross deductions
and allowances.

• A pay sheet/pay slip contains individual worker’s details on the hours worked, pay rate, net wage, tax
deduction, leave days and superannuation paid.

A summary of this topic is available in the Resources section of your eBookPLUS at www.jacplus.com.au.

Simple familiar
1. A nurse is paid $28.50 per hour for an 80-hour fortnight.

Assuming 26.07 fortnights per year, calculate:

a. the nurse’s annual salary
b. the nurse’s annual superannuation (assuming

9.5% superannuation)
c. the nurse’s weekly pay.

2. MC Which term represents getting paid for every
item constructed?

WagesA. PieceworkB.
CommissionC. SuperannuationD.

3. A novelist gets a royalty payment of 2.9% of gross sales of her book. Complete the following table.

January February March April

Gross sales $45 000 $125 000 $320 000

Royalty $1508

4. Convert the following annual salaries to fortnightly pay. (Assume 26.07 fortnights per year.)
$67 899a. $98 765b. $101 010c. $123 456d.

5. Calculate the amount of superannuation, each fortnight, that is paid (assume 9.5% superannuation) for
the following annual salaries:

$67 899.a. $98 765.b. $101 010.c. $123 456.d.

6. An architect makes a salary of $85 500 per year and is given 9.5% extra in the form of superannuation.
a. How much superannuation does she get each year?
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b. In the following year, the architect is not given a pay increase, but instead her superannuation
increases to 14% of her salary. Calculate the amount of the increase in superannuation.

7. A first-year teacher makes $49 200 per year.
a. How much do they get paid each fortnight (assuming 26.07 fortnights in a year)?
b. How much additional money is paid into their superannuation fund (assuming 9.5% contribution)

each fortnight?
8. MC In a leap year, an annual salary of $56 200 results in a fortnightly pay of:

A. $2161.54.
B. $2155.73.
C. $2149.73.
D. $2150.80.

9. Calculate the Medicare levy for the following annual
salaries.

$48 501a. $32 570b.

$65 890c. $112 570d.

10. Employees at a cafe are paid penalty rates for
working on weekends. The normal hourly rate is
$18.50. Penalty rates for Saturday are time-and-
a-half, and double-time for Sundays and public
holidays.

Four employees worked on the long weekend and
the hours worked are shown:

Employee Saturday Sunday Monday (public holiday)

Tran 5 8

Gus 6

Meg 3.5 7

Warren 4 6

Calculate the earnings before tax for each employee.
11. A librarian pays $1137.60 in Medicare levy. Determine his annual salary.
12. MC A bookkeeper receives a pay rise. Her original weekly pay was $758 and her new weekly pay is

$775. The percentage change of her pay is approximately:
0.0219%A. 0.024%B. 2.19%C.
2.24%D. 17%E.

Complex familiar
13. A factory worker’s hourly rate is $21.50. He works 38 hours a week with 4 hours overtime paid at

time-and-a-half. The tax withheld each week is $195. He claims $25 a week for the uniform and earns
$120 in interest for the year. (Assume 52.14 weeks in the year.)
a. Calculate the taxable income and Medicare levy.
b. Explain why the worker should expect to receive a tax refund. Support your explanation with

calculations.
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14. The fortnightly pay slip for an employee is shown.

Entitlements Unit Rate Total

Wages for ordinary hours worked 76 hours $20.95 $

TOTAL ORDINARY HOURS = 76 hours

Overtime 15 hours $31.40 $

Travel allowance 350 km $0.66 / km $

Gross payment $

Deductions

Taxation $430

Total deductions

Net payment

a. Using a spreadsheet, calculate the fortnightly pay.
b. Assuming she receives the same fortnightly pay for the year, calculate her annual taxable income.

Assume 26.07 fortnights in the year.
c. Determine if the employee will receive a tax refund or have to pay more in tax.

15. A new working agreement is proposed for workers at a local abattoir. Penalty rates for working on
weekends and overtime will be standardised to a rate of 1.25 hourly rate with a pay rise of 4.5%. The
current penalty rates for working Saturday and Sunday are time-and-a-half and double-time
respectively, and working overtime is paid at time-and-a-half.

If the average hourly rate for a worker at the abattoir is $19.78, will workers be better off under the
new working agreement? Justify your answer using calculations.

16. A window cleaner has the oppor-
tunity to move from casual to
part-time employment. Workers
employed on a casual basis do not
receive annual or sick leave. All
employees in the cleaning business
receive 9.5% superannuation. The
window cleaner’s current casual
hourly rate is $25.76 and the part-
time hourly rate is $23.70. Should
he move to part-time employment?
Justify your answer by calculating
his annual salary based on working
38 hours each week at the normal
hourly rate and his annual leave
loading.

Complex unfamiliar
17. A worker receives 17.5% annual loading just before his four-week annual leave. He is paid an hourly

rate of $20.50 for working a 38-hour week. He does not receive overtime or penalty rates.
a. Calculate the amount of annual loading he will receive for the four weeks he takes his leave.

CHAPTER 8 Earning money 29

Unco
rre

cte
d page

 pro
ofs



i
i

“c08EarningMoney_print” — 2018/8/27 — 10:11 — page 30 — #30 i
i

i
i

i
i

b. Complete his pay slip for the month he receives his annual leave loading.

Entitlements Unit Rate Total

Wages for ordinary hours worked 38 hours $20.50 $

Annual leave loading (17.5%) $

TOTAL ORDINARY HOURS = 38 hours

Gross payment $

Deductions

Taxation $295

Total deductions

Net payment

The worker complains that he has paid too much in tax in the month he received his annual leave
loading, and asks to have his leave loading paid over a 6 month period (26 weeks). His weekly PAYG
tax is $106.
c. Calculate his weekly wage if his annual leave loading is paid over 26 weeks.

The PAYG tax if he is paid his annual leave loading over 26 weeks is $113.
d. Determine if his claim of paying too much tax is valid. Justify by using your answers from the

previous parts.
18. A baker is paid an hourly rate of $25.27 and overtime rate of $35. In a usual working week she works

38 hours at normal pay and 6 hours overtime.
She receives her annual leave loading of $672.18 and superannuation contributions of $91.22 for the

week.
She complains that she has been underpaid for both her annual loading and superannuation

contributions. Explain how her annual leave loading and superannuation contributions were calculated.
Should she have received more money?

19. Business groups are seeking a change to the taxation system. Their proposal is shown:

Taxable income Tax on this income

0–$29 000 Nil

$29 001–$85 000 35 c for each $1 over $29 000

$85 001–$175 000 A plus 40 c for each $1 over $85 000

$175 001 B plus 58 c for each $1 over $175 000

a. Calculate the values of A and B.
b. Compare the tax payable for the following annual salaries under the new proposed system and the

current taxation table.
$25 890i. $45 870ii. $67 950iii. $81 940iv. $195 870v.

c. Based on your calculations from part b, how will workers be better or worse off under the proposed
new taxation system?
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20. A physiotherapist’s annual salary is $63 821. Her annual travel claim is 950 km and she is allowed to
claim 66c for each km travelled as a tax deduction. She receives a uniform allowance of $15 each week.
She is paid monthly and her employer withholds $1120 in tax. Assume 52.14 weeks in the year.
a. Using a spreadsheet, calculate her taxable income, tax payable, Medicare levy and employer

superannuation contribution.
b. Explain why she will have to pay tax. Justify your answer using calculations.
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Answers
Chapter 8 Earning money
Exercise 8.2 Wages and salaries
1. Wage (hourly rate) is the greater pay ($3200 fortnight

compared to $2838.51).

2. B

3. a. $1476.31
b. $1136.89
c. $1596.83

4. 34.31 hours

5. $637.50

6. First fortnight: $1735.95
Second fortnight: $1833.75

7. $144.08

8. a. $12 979.17
b. $14 796.25 annually, $1233.02 monthly

9. a. $5166.67 b. $490.83
c. $5890

10. $1154.32

11. a. $2100 b. $10 850

12. a. She will be worse off by 25% for every hour she works
on Sunday, but no worse off for working on Saturdays.

b. 16.67%
13. a. $1270.90

b. Her weekly salary would be $1304.18, which is higher
than her hourly rate calculation ($1270.90). She should
take the salary offer.

14. The employees should accept the new agreement.
The new agreement is 15.5% more than the base salary
compared to 10.8% more under the current agreement.

15. She will receive the most amount over 5 years by choosing
package 1 ($322 836.55 compared to $315 028.38).

Exercise 8.3 Commission, piecework and
royalties
1. $3390

2. a. $1650 b. $2375
c. $2920 d. $4160

3. C

4. $6825

5. $1398.25

6. B

7. $12.11

8. $186 989.67

9. A

10. a. Time Jan–
Mar

Apr–Jun Jul–Aug Sep–
Dec

Sales $123 400 $2 403 556 $432 442 $84 562

Royalty
payment

$3085.00 $60 088.90 $10 811.05 $2114.05

b. $376 099

11. $45 634.53

12. $2 500 000

13. $16 599.48

14. Royalty percentage can be found by dividing the royalty
amount by the total sale amount and then multiplying by
100. The songwriter’s royalty percentage is 2.5%.

15. Option 2

16. a. $2090
b. 22
c. If he sells 22 new telephone plans each week, taking the

salary option of $37 500 per annum would give him a
higher weekly wage.

Exercise 8.4 Taxation and deductions
1. $8118.75

2. a. $1208
b. $1546
c. $1788
d. $2168.46

3. D

4. a. $1890
b. $1564

5. $1578.50

6. a. i. 32.5% on amounts over $37 000 + $3572
ii. $3734.50

b. i. Nil
ii. $0

c. i. 32.5% for amounts over $37 000 + $3572
ii. $19 389.75

d. i. 37% on amounts over $87 000 + $19 822
ii. $29 257

7. a. $192 b. $366 c. $540 d. $1086

8. a. 28.93% b. 30.4% c. 31.2% d. 33.95%
9. $704.32

10. a. $4857 b. $975 c. 20.07% d. $1165.68

11. a. $85 970 b. $19 487.25

12. a. $2695.84
b. $2695.84 − $606 = $2089.84
c. $13518.90
d. $1352.12

13. a. $5614.50 b. $14 400
c. He will receive a

refund of $1396.83
14. a. $21.15

Working 4 hours overtime equates to the same pay as
working 6 hours normal time (4 × 1.5 = 6). Calculate
the number of ‘normal’ hours worked (38 + 6 = 44)
and divide into wage.

b. $45091.80
c. $6201.84
d. $5558.34

He won’t receive $1980 as a tax refund because the tax
payable is a percentage of his taxable income. His
taxable income was reduced by $1980 but the tax
payable was reduced by 32.5% of the difference
(0.325 × (8091.80 − 1980)).
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15. a. When calculating tax using this tiered system, the
taxable salary of $97 605 is split into the different
tax-bracket amounts, which are found by the difference
between the lower and upper limits, e.g.
37 000 − 18 200 = $18 800.
$18 200 + $18 800 + $50 000 + $10 605 = $97 605, and
each amount is multiplied by different percentages, as
shown.

Tax bracket
Amount 
of salary 

($)

Tax 
%

 Tax paid (%)

0–18 200 18 200 0

18 201–37 000 18 800 19 0.19 × 18 800 = 3572

37 001–87 000 50 000 32.5 0.325 × 50 000 = 16 250

87 001–180 000 10 605 37 0.37 × 10 605 = 3923.85

Total $97 605 Total = $23 745.85

This is much lower than 37% × $97 605 = $36 113.85.
b. The dentist’s taxable salary falls into the fourth tax

bracket, 37% for amounts over $87 000 plus $19 822.
The $19 822 is the tax amount from the previous tax
brackets (19% × $18 800 + 32.5% × $50 000), as
shown.

16. a. Determine the tax bracket her taxable income falls
within. Since she paid more than $3572 and less than
$19 822, her taxable income is within the third tax
bracket: $3572 + 32.5% × (taxable income − $37 000).

b. $71 584.62
c. Refund: $320.13

Exercise 8.5 Performing financial calculations
1. a. 3.33%

b. 2.68%
c. 12.97%
d. 1.99%

2. 2.51%
3. $1079.74

*

Employee
Pay
rate

Normal
hours

worked

Overtime
Penalty

rate

Allowance
Gross
pay

Tax
with held

Net
pay1.5 1.5 2

Rex 15.85 28 7 7 832.19 124 708.13

Tank 22.15 35 5 15 956.38 167 789.38

Gert 30.10 32 1.5 8 19 1531.53 367 1164.53

**

Hourly rate
Normal 
hours

Saturday Sunday
Public 
holiday

Gross pay PAYG tax Net pay1.5 2 2

21.5 5 8 9 7.5 $1,075.00 $185.00 $890.00

4. $7033.58

5. Stan = $8851.63, Bett = $12 735.38, Xiao = $3420.95,
Mohamed = $15 730.25

6. Harry = $593.75, Theo = $572.00, Maria = $588.00,
Marcia = $802.95

7. See bottom of the page *

8.

Entitlements Unit Rate Total

Wages for ordinary 
hours worked

30 hours $35.05 $1051.50

TOTAL ORDINARY HOURS = 30 hours

Penalty (double-time) 5 hours $70.10 $350.50

Gross payment $1402.00

Deductions

Taxation $325

Total deductions $325

Net payment $1077.00

Employer superannuation contribution

Contribution $133.19

9. a. $57 093.30 b. $54 634.74

10. Sara = $1074.04, Troy = $421.25, Helga = $675.00, Nina
= $80.75, Bill = $86.25, Max = $138.60

11. The ‘plus’ calculations are found by adding the tax payable
in the previous brackets.

12. See bottom of the page **

13. The claim is incorrect. While the teacher will pay $6530.71
less in tax, reducing his salary by 20% has an overall
reduction of $18 922.20 in pay, so he will have $12461.49
less pay.
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14. a. 3.93%
b. 7.83%
c. Before pay increase = $60 718.89

After pay increase = $62 995.85

15. a. A = $9555, B = $30 855, C = $51 205
b. = 9555 + 0.355× (taxable salary –65 000)
c. Workers who previously earned between $37 000 and

$65 000 will pay less tax in the new system; however,
workers previously earning between $65 000 and
$87 000 will pay 3% more in tax. Workers who
previously earned between $18 200 and $37 000 will
pay 1% more in tax, while workers earning more than
$180 000 will pay less. So on balance, the middle
earners will pay less but those who are low-income
earners will pay more and those on high wages pay less;
hence it does not seem to be a fairer system.

8.6 Review: exam practice
1. a. $59 439.60 b. $5646.76 c. $1140

2. B
3.

January February March April

Gross sales $45 000 $125 000 $320 000 $52 000

Royalty $1305 $3625 $9280 $1508

4. a. $2604.49 b. $3788.45
c. $3874.57 d. $4735.56

5. a. $247.43 b. $359.90
c. $368.08 d. $449.88

6. a. $8122.50 b. $3847.50
Superannuation increase is $3847.50.

7. a. $1887.23 b. $179.29

8. C

9. a. $970.02 b. $651.40
c. $1317.80 d. $2251.40

10.

Employee Saturday Sunday

Monday 
(public 
holiday)

Gross 
wage

Rate $27.75 $37 $37

Tran 5 8 $434.75

Gus 6 $222

Meg 3.5 7 $356.13

Warren 4 6 $333

11. $56 880

12. D

13. a. Taxable income: $48 140.94
Medicare levy: $962.82

b. He has paid $2974.49 more in tax than is required, so he
will receive a tax refund.

14. a. $1864.20
b. $59 809.79
c. A tax return of $224.92

15. For workers who work only standard hours (38 hours per
week), the new agreement will result in more money (an
increase of 4.5% more). However, workers who work on
weekends or overtime will be worse off under the new
agreement.

16. Casual employment will give him more money overall
($52 048.64 compared to $51 599.99 including annual leave
loading) based on working 38 hours each week for 52
weeks. He will not have sick or annual leave. Considering
taking annual leave, working part-time would be the better
deal. He will have sick leave and job security.

17. a. $545.30

b.
Entitlements Unit Rate Total

Wages for ordinary hours 
worked

38 hours $20.50 $779.00

Annual leave loading 
(17.5%)

$545.30

TOTAL ORDINARY HOURS = 78 hours

Gross payment $1324.30

Deductions

Taxation $295

Total deductions $295

Net payment $1029.30

c. $686.97
d. Taking the annual leave over 26 weeks reduces his

PAYG tax for the year by $7.00. So his claim is correct.
18. Average working week: 38 × $25.27 = $960.26

Annual leave loading is 17.5% of 4 weeks’ pay:
0.175 × $960.25 × 4 = $672.18
Superannuation is 9.5% of normal pay:
0.095 × $960.25 = $91.22
Both annual leave loading and superannuation are
calculated on the average working week paid at normal
rates. Additional pay from working overtime is not included
in the calculation. Therefore both calculations for the baker
are correct and she should not receive more money.

19. a. A: $19 600

B: $55 600
b.

Taxable 
income

Tax payable 
current

Tax payable  
proposed

i. $25 890 $1461.10 $0

ii. $45 870 $6454.75 $5904.50

iii. $67 950 $13 630.75 $13 632.50

iv. $81 940 $18 177.50 $18 529.00

v. $195 870 $61 373.50 $67 704.60
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c. Under the proposed taxation system, lower income
earners will pay less in tax due to an increase in the
upper limit within the tax-free threshold from $18 200
to $25 890. Higher income earners pay more
($67 704.60 compared to $61 373.50) due to a higher
percentage tax rate (58% compared to 45% currently).
Middle income workers will pay slightly more ($18 529
compared to $18 177.50) under the proposed system
due to an increase in the tax rate (35% compared to
32.5% under the current system).

20. a. Taxable income = $63 976.10
Tax payable = $12 339.23
Medicare levy = $1279.52
Superannuation contribution = $6063.00

b. Her PAYG tax is $13 440 and amount-payable tax based
on her taxable income ($63 976.10) is $12 339.23, not
including the 2% Medicare levy ($1279.52). Including
the Medicare levy, the total amount of tax she needs to
pay is $13 618.75, which is $178.75 more than she paid,
so she will have to pay the difference.
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