
Taxable income
Students model gross pay using spreadsheets and calculate taxable income by applying allowable deductions. They use Australian Taxation Office (ATO) guides to identify job-specific deductions and apply their learning through examples and group tasks.
Students will need at least one digital device per pair to interact with the Australian Taxation Office (ATO) website and the Taxable income spreadsheet during this lesson.
Learning intentions
To understand that allowable tax deductions lower a person’s taxable income. 
To be able to use a spreadsheet to model income.
Success criteria
I can use a spreadsheet to model gross pay including earnings through bonuses and penalty rates.
I can identify and justify common allowable tax deductions for certain professions.
I can find a taxable income.
I can explain why the government would offer multiple ways to claim allowable tax deductions.


Outcomes
A student:
develops understanding and fluency in mathematics through exploring and connecting mathematical concepts, choosing and applying mathematical techniques to solve problems, and communicating their thinking and reasoning coherently and clearly MAO-WM-01 
solves financial problems involving earning money and taxation MST-11-03
Associated numeracy outcomes
A student:
recognises and applies functional numeracy concepts in practical situations, including personal and community, workplace and employment, and education and training contexts N6-1.1
determines whether an estimate or an answer is reasonable in the context of a problem, evaluates results and communicates conclusions N6-1.3
chooses and applies efficient strategies to analyse and solve everyday problems involving money and finance N6-2.4
chooses and uses appropriate technology to access, organise and interpret information in a range of practical personal and community, workplace and employment, and education and training contexts N6-3.1


Content
Earning money 
Ways of earning
Use a spreadsheet to model an employee’s income including overtime, salary, bonuses, commission, piecework and royalties
Taxation
Determine taxable income by examining allowable deductions
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Table 1: lesson summary 
	Section
	Summary of activity
	Teaching strategies
	Teaching points

	Activating prior knowledge
	Use slide 4 of the PowerPoint Taxable income to introduce an earning scenario which includes a bonus and overtime. Students discuss which they would rather. Use the ‘Jobs’ worksheet tab in the spreadsheet Taxable income to calculate annual gross pay and ask again which one students would rather. 
	Think-Pair-Share
Pose-Pause-Pounce-Bounce
	Students compare 2 annual salaries that may appear different due to varying earning structures. They use spreadsheets to model and analyse each employee’s income.

	Connecting learning
	Use slide 6 to define deductions and discuss the 2 people in the scenario’s deductions. Use the ATO website ‘Deductions you can claim’ (bit.ly/ATO-deductions) to discuss more allowable deductions before using the ATO webpage ‘Occupation and industry specific guides’ (bit.ly/ATO-industry-guides) to see specifics.
	Think-Pair-Share
Pose-Pause-Pounce-Bounce
	Students discover allowable deductions specific to certain occupations and industries as well as discussing common deductions such as giving to charity, investments and tax services.

	Releasing responsibility
	Use slide 8 to define taxable income and discuss its implications on income tax. Use slides 9–10 for worked examples. Use the ‘Taxable income’ worksheet tab in the spreadsheet to complete calculations for allowable deductions and to calculate taxable income before students answer questions manually using Appendix B and writing notes.
	Think-Pair-Share
Worked examples (Your turn)
Notice and wonder
Notes to future forgetful selves
	Students use spreadsheets to perform simple calculations and see that small weekly deductions can amount to a large decrease in annual taxable income.

	Independent practice
	Watch the ATO video ‘Claiming a working from home deduction’ (2:12) (bit.ly/work-from-home-deductions). Students investigate the ways you can claim deductions for working from home using Appendix C.
	Visibly random groups of 3
Vertical non-permanent surfaces
Pose-Pause-Pounce-Bounce
	Students see that there can be multiple ways to claim a deduction and discuss why there would be different options.



Activity structure
Please use the associated PowerPoint Taxable income to display images in this lesson. 
Activating prior knowledge 
Display slide 4 of the PowerPoint and read the following scenario to students:
Liam works full-time as a project manager for a construction company. He earns $2679.40 per fortnight. 
For completing his projects on time and within budget that year, Liam receives a performance bonus equal to 7% of his annual salary.
In a Think-Pair-Share (bit.ly/thinkpairsharestrategy), ask students:
What do you think a bonus is?
How might a company determine the bonus amount?
Why does a company offer a bonus? 
Students may suggest that a bonus is an extra payment provided as a reward for performing at a high standard or achieving key performance indicators, for example, reaching a sales target. They should recognise that calculating a bonus amount often involves applying percentage calculations to a base salary or a lump sum. This is the only place a bonus is addressed in the syllabus.
Animate slide 4 to display the second scenario, shown below:
Sophie works full-time as an aged care support worker. She works regular hours which includes weekend work. Sophie is paid time-and-a-half for working on Saturdays and double time for working on Sundays.
Use the Pose-Pause-Pounce-Bounce questioning strategy (PDF 557 KB) (bit.ly/posepausepouncebounce) to lead a class discussion around if students would rather earn overtime pay or receive a bonus (wouldyourathermath.com/users-guide/).
Using a device per pair, direct students to the ‘Jobs’ worksheet tab in the Taxable income spreadsheet. 
There are instructions on how to distribute a spreadsheet in Appendix A ‘Save a local copy of a file’. Displaying the Taxable income spreadsheet for students to view and follow along is highly recommended. 
Explain to students that they need to use appropriate spreadsheet formulas to determine the total annual earnings for each person and to make a comparison. Ask students to work in pairs to discuss what formulas they will use.
Provide time for students to calculate the annual earnings for both questions in the ‘Jobs’ worksheet tab. Students should be advised to add the hours worked manually.
Sample solutions can be found in the ‘Sample solution – jobs’ worksheet tab. 
Use the Pose-Pause-Pounce-Bounce questioning strategy to ask students to reconsider if they would rather earn overtime or a bonus and justify their decision.
Students may suggest that earning overtime is better as the extra pay is directly related to the hours worked. However, they may notice that to earn overtime, you are required to work at times when most people would prefer not to work (nights and weekends). 
Alternatively, students may prefer the idea of a salary with a bonus due to the regular hours and consistent pay. However, they may also note that the bonus is not guaranteed and may require extra effort at peak times during the year to qualify.
Inform students that the total annual earnings they have calculated for Sophie and Liam represent ‘gross pay’ as they show the full amount earned before any money is taken out (deducted) for tax and other work-related expenses. 
Connecting learning
1. Use slide 6 of the PowerPoint to define an allowable deduction as:
An expense incurred by a worker in relation to their job or profession which can be taken away from annual earnings to obtain the taxable income. Deductions form part of an individual’s or a company’s tax return.
This definition is from the NESA Mathematics Standard 11–12 glossary.
1. Click to animate slide 6 to show examples of jobs with some allowable deductions. Use the Pose-Pause-Pounce-Bounce questioning strategy to discuss why we have deductions.
Students may suggest that deductions are there to account for work-related expenses that employees incur as part of their job – costs they would not have otherwise faced if they were not employed in that role.
1. In a Think-Pair-Share, ask students to identify what they believe would be allowable deductions for Liam (in construction) and Sophie (in aged care).
1. Display the Australian Taxation Office (ATO) website ‘Deductions you can claim’ (bit.ly/ATO-deductions). Ask students to categorise the list of deductions they came up with and add any others that may be applicable from the categories seen on the website.
1. Use the Pose-Pause-Pounce-Bounce questioning strategy to start a class discussion on what deductions both Liam and Sophie can claim and why.
Students may note that both Liam and Sophie could potentially claim:
· clothes and items they wear at work
· education, training and seminars
· memberships, accreditations, fees and commissions
· gifts and donations
· investments, insurance and superannuation
· cost of managing tax affairs.
1. Explain to students that some allowable deductions are job specific while others can be claimed by everyone. In a Think-Pair-Share, ask students which categories they believe could be job specific.
1. In pairs, ask students to brainstorm what they think some allowable deductions would be for a job of their choice and which category it would fall into. Students may like to focus on their own part-time jobs.
1. In pairs, direct students to the ATO webpage ‘Occupation and industry specific guides’ (bit.ly/ATO-industry-guides). Have students download the ‘Deduction summary – PDF download’ for their chosen job to verify the allowable deductions they have considered and discuss any other allowable deductions that they were not aware of.
The ATO occupation guides and summary PDF posters do not have a deduction summary PDF for every occupation and industry. Alternatively, teachers may wish to pre-select some occupations and print their associated deduction summary to distribute in class.
Releasing responsibility
1. Use slide 8 of the PowerPoint to define taxable income as:
The amount of yearly income that is used to calculate an individual’s or company’s payable income tax. 
2. Animate the slide to show the formula ‘taxable income = gross pay − allowable deductions’.
This definition is from the NESA Mathematics Standard 11 – 12 glossary.
3. In a Think-Pair-Share, ask students how a lowering your taxable income affects the amount of income tax you would pay.
Students should be familiar with income tax from the Stage 5 Financial mathematics A Core outcome MA5-FIN-C-01.
Taxable income is the income that you pay tax on. By deducting from the gross, you aren't paying tax on that amount, so you potentially get back the tax you have already paid on that amount. Students may mistakenly believe that you get the full amount of a deduction as a refund, rather than understanding that it simply reduces the portion of your income that is taxed.
4. Use slides 9–10 to model how to calculate taxable income using the Worked examples (Your turn) method (bit.ly/supportingstrategies). Animate each slide to show self-explanation prompts and solutions.
5. Direct student pairs to the ‘Taxable income’ worksheet tab in the spreadsheet. Explain to students that they are going to revisit Sophie and Liam’s scenarios from the ‘Activating prior knowledge’ section to analyse their allowable deductions.
6. Students are to complete the ‘Annual total deduction’ column for each allowable deduction, calculating how much they can claim each year.
7. Direct students to the blank rows in the spreadsheet tables and pose the following scenario:
Sophie and Liam are new to their jobs and have missed some allowable deductions. Fill in potential allowable deductions and for each type of deduction, estimate the amount that can be deducted and the frequency to calculate the annual total deduction.
8. Instruct students to use the spreadsheet to calculate the total allowable deductions for Sophie and Liam and ask students to determine the taxable income by applying and writing the formula.
9. On completion, ask students what they notice and wonder (bit.ly/noticewonderstrategy) about Sophie and Liam’s gross pay and taxable income.


Students may notice that Sophie and Liam have different allowable deductions. That even small amounts on a weekly basis can add up significantly over a year. 
Students may wonder what would happen if someone forgot to claim an allowable deduction and if there is a possibility that someone could have enough allowable deductions to have a gross income of $0, or if there is a limit on the amount a person can claim as allowable deductions. 
Sample solutions can be found in the ‘Sample solution – taxable income’ worksheet tab of the Taxable income-solutions spreadsheet.
10. Distribute Appendix B ‘Taxable income’ to each student and ask them to manually calculate the taxable incomes. 
11. Students create notes to their future forgetful selves (bit.ly/notestofutureself) on what allowance deductions are and how to calculate taxable income. Encourage students to use an example which has deductions over multiple time periods to support their notes. 
Independent practice
1. Show students the ATO video ‘Claiming a working from home deduction’ (2:12) (bit.ly/work-from-home-deductions).
1. Assign students to visibly random groups of 3 (bit.ly/visiblegroups) at vertical non-permanent surfaces (bit.ly/VNPSstrategy). 
1. Distribute a copy of Appendix C ‘Working from home’ to each group of 3 to work through and compare the ways you can claim working from home deductions.
1. Use the Pose-Pause-Pounce-Bounce questioning strategy to ask students why the government would provide multiple ways to claim working from home expenses as deductions.
Students might argue that this method lets the government collect more tax because it increases people’s taxable income, while still appealing to taxpayers because the calculation is straightforward and doesn’t require evidence like household bills or records of hours worked at home.

Assessment and differentiation
Suggested opportunities for differentiation
Activating prior knowledge 
For students who are still developing their spreadsheet skills, model calculations on the board for students to follow along. Students should type the hours worked rather than use a formula. 
Extend students by asking them to consider and model on the spreadsheet how many regular hours Sophie would have to work to earn the same amount of money and ask if it is reasonable to work that many hours per day.
Students can be extended into writing IF statements to calculate overtime.
Connecting learning 
Support students by supplying the categories before brainstorming deductions for the professions in the ‘Jobs’ worksheet tab.
Students can investigate the deductions attached to investments, depending on the type of investment.
Releasing responsibility 
Students may benefit from a Think-Pair-Share when estimating the value of the allowable deductions or be provided with an opportunity to search the internet for the value. 
The teacher can extend students by having them consider items that would not be allowed to be deducted from the gross pay and have a discussion on the implications if a person chose to claim one. 
Independent practice
Challenge students to consider what percentage of work usage would make that method more suitable than the fixed rate for Questions 3 and 4.


Suggested opportunities for assessment
Activating prior knowledge 
Monitor student responses to check for understanding of how to use a spreadsheet to calculate earnings.
Connecting learning 
Monitor student responses to check their understanding of deductions.
Releasing responsibility
During the Worked example (Your turn), check for understanding by monitoring student responses to the self-explanation prompts.
The teacher can collect spreadsheet files to assess students’ understanding of using spreadsheet formulas to calculate taxable income. 
During the Appendix B activity, the teacher can observe student reasoning and ask clarifying questions to gauge conceptual understanding and identify misconceptions. 
Independent practice
Students working at vertical non-permanent surfaces means the teacher can assess student progress and provide support where appropriate. 
When placed in groups of 3, students provide and receive peer feedback on their understanding.


Appendix A 
Save a local copy of a file
File sharing and saving
1. Save the Excel file Taxable income in a place where students can easily access the file. 
This could be done through Google Classroom, by sharing a OneNote link, or by emailing students a copy of the document.
2. Have students open the document on their own device.
3. Instruct students to select the File tab and then Save a Copy.
 [image: Save a copy screenshot.] 
4. Students can save the document in their individual OneDrive by selecting this option. 
[image: Save to OneDrive screenshot.] 
Best practice would be to keep the file name the same. Students can then select Save and a copy will be stored on their OneDrive. 
[image: Save with the same file name screenshot.]


[bookmark: _Appendix_B]Appendix B 
Taxable income
1. Calculate the taxable income for a person earning $72 000 per year with the following deductions: phone bill: $70/month, union fees: $500/year.
2. Calculate the taxable income for a person earning $1500 per week with the following deductions: internet: $15/week, tools: $900/year.
3. Calculate the taxable income for a person earning $8500 per month with the following deductions: phone: $60/month, union fees: $600/year, travel: $35/week.
4. Calculate the taxable income for a person earning $3400 per fortnight with the following deductions: internet: $10/week, tools: $1250/year, travel: $20/week.
5. Calculate the taxable income for a person earning $1650 per week with the following deductions: phone: $55/month, uniform: $850/year, union: $500/year, travel: $45/week.


[bookmark: _Appendix_C]Appendix C 
Working from home
1. John worked from home for 843 hours during the 2024–2025 income year. Using the fixed rate method, he can claim 70 cents per hour worked from home. Calculate John's work-from-home deduction.
2. Jennifer worked from home for 600 hours and incurred the following expenses in her work hours:
electricity at $112.50 per quarter
internet at $25 per month
cleaner at $20 per week
stationary at $50 per annum.
The fixed rate method for working from home expenses for the 2024–2025 year is 70 cents per hour.
Calculate which method, the fixed rate or actual cost method, would be the most suitable for Jennifer to use for her taxable deduction.
3. Renee worked from home for 500 hours and incurred the following expenses over the year: 
electricity at $1800 per annum
internet at $1440 per annum
stationary at $40 per annum.
Renee can claim 60% work usage for the internet and electricity. Calculate Renee’s allowable deductions using both the fixed rate for working from home expenses and actual cost methods and decide which is the best option for her. (Use 70 cents per hour, fixed rate.)


4. Casey’s gross income is $175 000. He worked from home for 1000 hours and incurred the following expenses:
electricity at $550 per quarter
internet at $130 per month
gas at $43 per month
stationary at $100 per year.
Casey can claim 50% work usage for electricity, gas and internet. The fixed rate for working from home expenses is 70 cents per hour.
Find Casey’s taxable income using both the fixed rate and actual cost methods and decide which method is most suitable for him, mathematically justifying your response.


Sample solutions
Appendix B – taxable income
1. Annual income = $72 000
Phone = $70 × 12 = $840
Total deductions = $840 + $500 = $1340
Taxable income = $72 000 − $1340 = $70 660
Annual income = $1500 × 52 = $78 000
Internet = $15 × 52 = $780
Total deductions = $780 + $900 = $1680
Taxable income = $78 000 − $1680 = $76 320
Annual income = $8500 × 12 = $102 000
Phone = $60 × 12 = $720
Travel = $35 × 52 = $1820
Total deductions = $720 + $600 + $1820 = $3140
Taxable income = $102 000 − $3140 = $98 860
Annual income = $3400 × 26 = $88 400
Internet = $10 × 52 = $520
Travel = $20 × 52 = $1040
Total deductions = $520 + $1250 + $1040 = $2810
Taxable income = $88 400 − $2810 = $85 590
Annual income = $1650 × 52 = $85 800
Phone = $55 × 12 = $660
Travel = $45 × 52 = $2340
Total deductions = $660 + $850 + $500 + $2340 = $4350
Taxable income = $85 800 − $4350 = $81 450

Appendix C – working from home
1. $843 × 0.7 = $590.10.
2. Fixed rate method: $600 × 0.7 = $420
Actual method: (112.50 × 4) + (25 × 12) + (20 × 52) + 50 = $1840
The actual method would be more suitable for Jennifer to claim.
3. Fixed rate: $500 × 0.7 = $350
Actual method: 60% × (1800 + 1440) + 40 = $1984
The actual method would be the best option for Renee to claim.
4. Fixed rate method: $1000 × 0.7 = $700
Taxable income via fixed rate method: $175 000 − $700 = $174 300
Actual method: (550 × 4 × 50%) + (130 × 12 × 50%) + (43 × 12 × 50%) + 100 = $2238
Taxable income via actual method: $175 000 − $2238 = $172 762
Therefore, the most suitable method for Casey would be the actual method as his taxable income would be reduced by an additional $1538. 
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