
VAT (value added tax)  A tax that is payable on some purchases and 
services. When paying for a service, VAT is calculated at a rate of 5% 
of the total bill. When paying for some goods, VAT is calculated at 
20% of the price of the item.   

E.g., find the total cost of the shoes with VAT at 20%.

Simple interest When money is invested in a savings account, 
it earns interest. With simple interest, the amount of interest is 
calculated using the initial investment and so the interest is the 
same every year. 

 

E.g., calculate the simple interest on an investment of £585 at a rate 
of 8% every year for 3 years.  

Exchange rates We use exchange rates when converting from one 
currency to another. 

E.g., if the exchange rate is £1 = $1.43,

a) how much is £75 in dollars?

b) How much is $420 in pounds?

Hire purchase When buying expensive goods, some companies offer 
the customer the option to pay a deposit and then spread the cost by 
paying monthly instalments. 

E.g., Ceri wants to buy a new sofa priced at £999. The store offers a 
hire purchase deal where Ceri pays a deposit of £250 followed by 24 
monthly instalments of £45. How much more expensive is it to buy the 
sofa using hire purchase than it would be to buy it outright?

Bills Utility companies usually charge an amount per unit used and a 
standard charge for the service provided. VAT is also payable on the 
total amount of the bill. 

E.g., use the following information to calculate Mr Williams’ electricity 
bill. 

Income Tax The amount of income tax we pay depends 
on how much we earn. Each person has a personal 
allowance that is not taxable, anything above this amount 
will then be taxed. The rate of tax paid varies for different 
income bands. 

E.g., Llinos earns £48 450 a year. Find the amount of 
income tax she must pay using the information in the 
table. 

MONEY MATTERS Check that you:
• know fraction, percentage and decimal equivalences

• can find a percentage of an amount with and without a 

calculator

• can use a calculator efficiently.       

10% of £35 = £3.50 
 

20% of £35 = £7 

Amount of income taxed at the rate of 20%

35 000 – 10 200 = £24 800

Tax of 20% on £24 800

0·2 × 24 800 = £4960

Amount of income taxed at the rate of 40%

48 450 – 35 000 = £13 450

Tax of 40% on £13 450

0·4 × 13 450 = £5380

Total amount of tax payable

4960 + 5380 = £10 340

£35 + £7 = £42

Take care when working with money. Always check whether your answer is in pounds or pence.  

75 × 1·43 = $107.25

Number of units used = 8456 – 7667 = 789

Cost of units (p) = 789 × 12·8 = 10 099.2p

Cost of units (£) = 10 099·2 ÷ 100 = £100.99

Total bill = cost of units + standard charge

= 100·99 + 32·75 = £133.74

Total bill including VAT = 1·05 × 133·74 

= £140.43 (to the nearest p)

Amount of taxable income

Taxable income = gross income – personal allowance

                 = 45 450 – 10 200    = £35 250 Interest earned = 585 ×   8   ×  3   
            100

= 585 × 0·08 × 3 

=   £140.40

Hire purchase cost = 250 + 24 × 45 = £1330

Difference in price = 1330 – 999 = £331

Hire purchase is £331 dearer. 

Interest earned = initial investment × interest rate × time
                       100

£999

£35

420 ÷ 1·43 = £293.71

Present 
meter 
reading

8456

Past 
meter 
reading

7667

Price per 
unit used

12.8p

Standard 
charge

£32.75

VAT
5%

Band Taxable income Rate
Personal allowance Up to £10 200 0%
Basic rate £10 200 – £35 000 20%
Higher rate £35 000 + 40%

£ $
x 1.43

÷ 1.43

  ×


