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GRADE 10 ACCOUNTING 
SALARIES AND WAGES – LESSON 3 

 
Please read through Module 9 of your textbook (Pages 278 – 286) 
 

WAGES AND SALARIES 
  Salaries and wages is usually the greatest single cost for most businesses. 

  There is a difference between  “salaries“  and  “wages“.  

  

 

1. DIFFERENCE BETWEEN WAGES AND SALARIES 

  
Salaries Wages 

Paid monthly. Paid weekly. 

Fixed amount with no provision for overtime 

pay. 

Calculated in terms of the number of hours 

worked, making provision for overtime pay. 

This is known as time-rate. 

 

Can also be calculated according to PIECE- 

RATE. This is where an employee is paid 

according to units of work completed. 

Pay rate determined in advance according to a 

salary scale. 

Pay rate depends on the rate per hour of normal 

time and overtime / units per day completed. 

Salary normally deposited directly into the 

employee’s personal bank account. 

Wages normally paid out in cash. 

 

  
2. TERMINOLOGY 

  

2.1 Basic salary  

  An employees basic salary is calculated on an annual (yearly) basis, but is paid 

monthly (pm). 

  E.g R120 000 p.a   ....   paid as R10 000pm. 

  

2.2 Gross salary  

  Basic salary + Bonuses (if any) 
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Example 

Calculate Johnny’s gross monthly salary, given the information below. 

  

Information 

Annual salary: R 36 000 

Since it is Johnny's birthday month, he is also entitled to a 13 cheque, equal to one month's 

salary. 

  

Answer: 

     R36 000 ÷ 12 = R 3 000 Basic Salary p.m. 

+ R 3 000 Bonus 

= R 6 000 Gross Salary (For his birthday month only) 

 

  

2.3 Basic wages  

  An employees’s basic wages is fixed per hour or per week . 

  It Excludes overtime wages. 

 

2.4 Overtime pay 

  Payment to the employee for time worked beyond normal time. 

  Overtime rate is usually higher than normal time rate, usually one and a half (1.5) 

times more than normal time. Overtime pay differs for weekends and holidays. 
 

NOTE: payment for time worked on Sundays and Public Holidays is double the normal rate. 

  

 

2.5 Gross wages 

  Basic wage + Overtime and/ or Bonuses (if any). 

  

Example:  Mohamed earns a wage according to the following rates: 

 

Normal time: 40 hours at R10 per hour 

Overtime: 3 hours at R15 per hour 

  

Therefore, Gross Wage = (40 x 10) + (3 x 15) = R400 + R45 = R445 
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2.6 DEDUCTIONS 

  Deductions are amounts withheld from an employee's gross pay, either 
compulsory or voluntary. 

  Compulsory deductions result from requirements of the law and include 
INCOME TAX, UIF, SKILLS DEVELOPMENT LEVY... 

  Voluntary deductions, at the employee's discretion include MEDICAL AID , 
PENSION, TRADE UNION FEES ……. 

  
The employer withholds amounts from the employee’s pay and is obligated to 
transmit this money to the designated organisation. 
  
 

2.6.1 Compulsory Deductions 

  
Income tax 

  Compulsory payment to the government calculated as a percentage of a 
person's taxable income, which for our purposes will be considered as “gross 
wage or salary”. 

  

  SITE - Standard Income Tax on Employees 
  Represents the minimum tax liability of an employee and is applied to 
employees whose annual income does not exceed R 60 000 per annum. 

  

  PAYE - Pay As You Earn 
  Tax increases proportional to gross income. 
  This amount is calculated in addition to the maximum amount of SITE 
payable, that is, an income in excess of R60 000 per annum. 

  

  The total income tax amount is payable to the South African Revenue 
Services (SARS) on a monthly basis and such liability is calculated pro-rata 
based on tax tables supplied by SARS. 

  
Unemployment Insurance Fund (UIF) 

  The unemployment insurance act requires that each employee participate in 
contributing 1% of gross income towards an Unemployment Insurance Fund to 
qualify for benefits during periods of temporary or permanent unemployment. 

  The employee contributes 1% and the employer contributes 1% on the 
employee’s behalf. 

  Thus 2% is paid to SARS. 
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2.6.2 Voluntary Deductions 
  
Pension Fund 

  Any individual is capable of rendering productive service only for a certain 
period of time after which he or she considers retirement. In order to sustain 
and affordable lifestyle, a monthly contribution to a pension fund is 
compulsory, so that there is a guarantee of income when one is no longer 
capable of working.  

  A minimum deduction of 8% of gross wage/salary is recommended. 
  
Provident fund 

  This is similar to a pension fund.  

  The proceeds are paid out to the employee on retirement, and they can then 
do as he/she pleases with the money. 

  As opposed to a pension fund, the firm will continue to make monthly 
payments to the employee after retirement. 

  
Medical aid fund 

  Not all individuals can afford health care and emergency medical treatment 
through available cash resources. 

   Employees who absent themselves from work on account of illness, without 
access to proper and timeous medical attention may also compromise 
productivity in the business.  

  A monthly contribution to a Medical Aid Scheme is highly recommended and 
encouraged.  

  
Staff Association Fund and Union Subscriptions 

  These deductions are instituted as the employee's request to encourage good 
working relationships amongst fellow workers and ensure proper 
representation in negotiations regarding working conditions and remuneration. 

  
 
 
2.7 Employers contributions 

  Most businesses provide employee benefits beyond salaries and wages, 
example, additional contributions to pension and medical aid plans to illustrate 
good faith and responsibility. 
 

   As per legislation, firms are required to contribute 1% of employees’ gross 
income towards Unemployment Insurance Fund (UIF) . 
 

  The law also requires businesses to pay 1% towards Skills Development. The 
purpose of the Skills Development Levy is to develop skills and training 
amongst existing employees. 
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2.8 Net Pay (Net salary/ Net wages) 

  Net pay is also called take-home pay. 

  Net pay calculation:    salary/gross wage less all deductions  
   (Net Salary = Gross salary -deductions). 

  
 
Example: The following relates to the salary information of Amina 
 

Gross: R12 000      Medical Aid: R1 200      SARS-PAYE: R1 400         UIF: R120 
 
 

Net Salary = R 12 000 – R 1 200 – R 1 400 – R 120 = R 9 280 
 
  
 
** SALARY SCALE / INCREMENTS 
    Refer to page 282 of your textbook. 
 

  A salary scale shows an employees salary starting point (notch) and the 
maximum amount an employee will earn as well as increments (increases) 
along the way. 

 
Follow the table on page 283 of your textbook. 
  

 
90 000 --------- 8400 ---------- 115 200----------- 9600 ----------- 144 000 

 

 
How to read the above. 
 

  An employee will start by receiving R90 000. 

  Every year they will receive an increase of R8400. 
  Year 1 is R90 000.      
  Year 2 is R90 000   + R8400   = R98 400 
  Year 3 is R98 400   + R8400   = R106 800 
  Year 4 is R106 800 + R8400   = R115 200 

 

  Once the amount of R115200 is reached, the next increment will be 
R9600 until R144 000  is reached. 

  Year 5 is R115 200   +  R9600  = R124 800 
  Year 6 is R124 800   +  R9600  = R134 400 
  Year 7 is R124 800   +  R9600  = R144 000 

 

  Once the R144 000 amount has been reached, no more increases/ 
increments. 
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The above calculation can also be shown in a table format. 

 

 

 

ACTIVITY: 

Please copy and complete the following table in your notebooks. 
 

 

 

5000 ----------  1000 --------- 8000 --------- 1500 -------- 14 000 
 

 

 

 

YEAR INCREMENT ANNUAL 
1 - 5000 

2 1000  

3   

4   

5 1500 9500 

6   

7   

8   
 

 

 

Please complete activity 9.1 and 9.2 in your workbooks  (Page 286) 
 

 

 

 

YEAR INCREMENT ANNUAL SALARY MONTHLY 
SALARY  ( ÷ 12) 

1 - 90 000 7500 

2 8400 98 400 8200 

3 8400 106 800 8900 

4 8400 115 200 9600 

5 9600 124 800 10 400 

6 9600 134 400 11 200 

7 9600 144 000 12 000 

YEAR INCREMENT ANNUAL SALARY MONTHLY 
SALARY  ( ÷ 12) 

1 - 90 000 7500 

2 8400 98 400 8200 

3 8400 106 800 8900 

4 8400 115 200 9600 

5 9600 124 800 10 400 

6 9600 134 400 11 200 

7 9600 144 000 12 000 

YEAR INCREMENT ANNUAL SALARY MONTHLY 
SALARY  ( ÷ 12) 

1 - 90 000 7500 

2 8400 98 400 8200 

3 8400 106 800 8900 

4 8400 115 200 9600 

5 9600 124 800 10 400 

6 9600 134 400 11 200 

7 9600 144 000 12 000 


