
 

 
 

FINANCE: TAX AND EXCHANGE RATES       07 AUGUST 2014 

 
Lesson Description 

In this lesson we: 

 Revise and do questions relating to VAT, tax tables and personal tax. 

 Introduce and do questions relating to monthly deduction tables, exchange rates as well as 

costs involved with exchange rates. 

 
Summary 

In South Africa we pay Value Added Tax (VAT) of 14% on luxury items. 

One’s salary can be broken into three categories: 

Gross Salary 

This is the amount that is earned before any deductions are subtracted. 

Taxable Salary 

This is the amount of money you will be taxed on. It is the amount after certain deductions have been 
made such as: 

 Medical expenses (Medical Aid) 

 Retirement Policies or Pension 

 Donations 

Net Salary 

This is the amount of money that gets deposited into your bank account after the tax has been 
deducted. 

 

Tax Rebate 

A rebate is the amount that is deductible from the initial calculated tax amount. 

An exchange bureau charges a commission fee for exchanging foreign currency. This fee varies 
depending on the exchange bureau. 

  



 

 
 

 
Test Yourself 

Question 1 

A gross salary is: 

A the amount of money one earns before any deductions have been subtracted. 

B the amount of money that that is paid into one’s bank account after tax and all deductions 
have been made. 

C the amount of money that is used to calculate one’s tax. 

D the tax amount to be deducted from one’s taxable salary. 

Question 2 

The amount calculated on the taxable salary: 

A the amount of money one earns before any deductions have been subtracted. 

B the amount of money that that is paid into one’s bank account after tax and all deductions 
have been made. 

C the amount of money that is used to calculate one’s tax. 

D the tax amount to be deducted from one’s taxable salary. 

Question 3 

A net salary is: 

A the amount of money one earns before any deductions have been subtracted. 

B the amount of money that that is paid into one’s bank account after tax and all deductions 
have been made. 

C the amount of money that is used to calculate one’s tax. 

D the tax amount to be deducted from one’s taxable salary. 

Question 4 

A taxable salary is: 

A the amount of money one earns before any deductions have been subtracted. 

B the amount of money that that is paid into one’s bank account after tax and all deductions 
have been made. 

C the amount of money that is used to calculate one’s tax. 

D the tax amount to be deducted from one’s taxable salary. 

Question 5 

Calculate the 14% VAT charged on an item of clothing that costs R1 355,00. 
A R189,7 
B R1 544,7 
C R189,70 
D R1 544,70 

  



 

 
 

Consider the table below when answering questions 6 – 10. 

Ludi (aged 78 years) earns a taxable income of R11 500 a month. 

TAX BRACKET ANNUAL TAXABLE INCOME 
(in Rands) 

RATE OF TAX (in Rands) 

1 
 

0 – 160 000 18% of each R1 

2 16 001 – 250 000 
28 800 + 25% of the amount  
above 160 000 

3 250 001 – 346 000 
51 300 + 30% of the amount  
above 250 000 

4 346 001 – 484 000 
80 100 + 35% of the amount  
above 346 000 

5 484 001 – 617 000 
128 400 + 38% of the amount  
above 484 000 

6 617 001 and above 
178 940 + 40% of the amount  
above 617 000 

 

Tax Rebates  

Primary Rebate R 11 440 

Secondary Rebate (65 years and older) An additional R 6 390 

Tertiary Rebate (75 years and older) An additional R 2 130 

Question 6 

What is Ludi’s annual taxable salary? 
A R115 000 
B R11 500 
C R138 000 
D R958,33 

Question 7 

Which tax bracket does Ludi fall into? 
A 1 
B 2 
C 3 
D 4 

Question 8 

How much rebate does Ludi qualify for? 
A R11 440 
B R6 390 
C R17 830 
D R19 960 

Question 9 

How much tax does Ludi pay every year? 
A R0 
B R4 880 
C R13 400 
D R22 710 

Question 10 

How much tax does Ludi pay every month? 
A R0 
B R406,67 
C R58 560 
D R1 892,50  



 

 
 

 
Improve your Skills 

Question 1  

A purple Mindset shirt costs R150,00 before the 14% VAT is added.  

1.1 How much VAT must be added? 
1.2 What will the shirt cost after the VAT is added? 

Question 2 

A calculator is advertised at R125,40 inclusive of the 14% VAT.  What was the cost of the calculator 
before the VAT was added? 

Question 3  

Use the Monthly deduction tables to determine the monthly tax that a 66 year old will pay if he earns a 
taxable salary of R164 000 a year. 

 

Question 4  

Use the table below to see if you get the same answer as question 3.  

“Determine the monthly tax that a 66 year old will pay if he earns a taxable salary of R164 000 a 
year.” 

TAX BRACKET ANNUAL TAXABLE INCOME 
(in Rands) 

RATE OF TAX (in Rands) 

1 
 

0 – 160 000 18% of each R1 

2 16 001 – 250 000 
28 800 + 25% of the amount  
above 160 000 

3 250 001 – 346 000 
51 300 + 30% of the amount  
above 250 000 

4 346 001 – 484 000 
80 100 + 35% of the amount  
above 346 000 

5 484 001 – 617 000 
128 400 + 38% of the amount  
above 484 000 

6 617 001 and above 
178 940 + 40% of the amount  
above 617 000 



 

 
 

 

Tax Rebates  

Primary Rebate R 11 440 

Secondary Rebate (65 years and older) An additional R 6 390 

Tertiary Rebate (75 years and older) An additional R 2 130 

Question 5 

List the advantages and disadvantages of using: 

5.1  Monthly Deduction Tables 

5.2 Tax Tables 

Question 6 

With all the money Mr. Templeton got from selling the Grade 12 Final Maths Lit Examination Paper; 
he decides to take his family across to Orlando, in the United States. 

The times indicated is the actual time at the mentioned airport. 

 

Travelling abroad requires passengers to get currency for the country they will be travelling to.  

6.1 With the knowledge that $1 = R11,55; determine how much it will cost (rounded to the nearest 
Rand) to get enough dollars if the family of 3 each intend to have $35 spending money for 
everyday they spend in Orlando, including both the day they arrive in and depart from 
Orlando. (There are 31 days in August.)  

6.2 The bank from which the family buy their Dollars, charge the following rates: 

Rates for exchanging currency = R57,00 + 1,85% of the amount exchanged (Maximum 
exchange fee of R500) 

Show that the family will only pay an exchange fee of R500 in addition to the cost of the 
dollars?  

 


