
 
 
 
 
          
 
Working out your pay slip 
 
Introduction 
 
This activity shows employees how to work out the different aspects of their pay slip and how to 
work out their net pay (after tax).  Although it’s quite obviously mathematical, it’s something that 
is interesting and relevant to most employees. 
 
This activity can be completed by the employee without a leader although it is important that 
someone is on hand to offer support if required.  Why not invite your finance team to get 
involved?  The activity will hopefully cut down on the amount of queries they get from staff 
about their pay slips. 
 
Learning outcomes:  Employees will use financial literacy and numeracy skills and learn how 
to deduct tax from their gross pay. 
 
Instructions:  You can copy the activity below to hand out to employees at the start of the 
activity or make them available to work on in their own time.  Why not encourage staff to use 
their own pay slips or ask the finance team to produce some fake versions. 
 
Activity 
 
When they are paid, most employees get a pay slip of some kind.  This usually shows the 
gross pay, tax deducted, national insurance deducted, pension paid, and net pay. 
 
What are they? 
Gross pay = the amount of pay you had for this period (usually a week or month) before any 
deductions were taken off. 
Income tax = everyone who works must pay income tax.  However, everyone is also allowed to 
earn a certain amount before you start paying tax.  This is your personal tax allowance.  
Allowances change every year. 
National Insurance (NIC) = most people have to pay these “contributions” and they are related 
to how much you earn.  Paying these now allows you to claim certain benefits such as 
retirement pension or incapacity benefit when you need them. 
Pension = most companies will now have a pension fund which you can join.  If you have 
joined your pension contributions will be shown in your pay slip. 
Net pay = this is the amount that you are left with after all of these deductions! 



 
Your pay slip may look something like the one below: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Name: Ahmed Khan     Period ending: May 2005 
Payroll number: 125     Tax code:         489L 
 
Gross wages to date:  1700.00 
Tax deducted to date:   136.00 
NIC to date:              64.00 
 
 
Wages for the month      £   p 
 
Gross pay:     850   00 
 
Tax:          68   00 
NIC:          32   00 
 
Net pay:     750   00 

How to work out your tax 
 
Most people aged under 65 are allowed to earn £4,745 in a year before they start paying tax.  
There are some exceptions and if you have children or have a disability you may have a 
different personal tax allowance.  To find out more contact your local Tax Office 
(http://www.hmrc.gov.uk/menus/contactus.shtml) 
 
Use this step by step guide to working out your tax. 
 
 Step1:  Your annual salary is £15,500 before tax.  This is your gross pay. 
Your allowance is £4745.  Take this away from your annual salary. 
Total left:   £10,755 
 
Step 2:  You have to pay tax on £10,755 
The more you earn the more tax you have to pay.  These are called ‘tax bands’. 
• You pay 10% tax on the first £2090 over your allowance 
• You pay 22% on anything between £2091 and £32400 over your allowance 
• You pay 40% on anything above £32400 over your allowance 
 
Step 3:  You earn more than £2090 over your allowance.  So you need to take 10% off the first 
£2090. 
Total:   £2090 x 10% = £209 (can also be worked out as 2090 divided by 10) 
Total left:  £10755 - £2090 = £8665 
 
Step 4:  You have to pay 22% tax on £8665 
£8665 x 22% = £1906.30 
 
Step 5:  Add together the amounts of tax  
£209 + £1906.30 = £2115.30 
You will pay £2115.30 in tax.  This will leave you with £8,639.70.  This is your net pay. 
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