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Area: Using common measures, shape and space
Criterion: 18: Calculate simple interest in multiples of 5% on amounts of money  

What is simple interest and how it is calculated

Simple interest is a way of calculating how much extra money is earned or owed based on an original amount of money. It is commonly used for:

· savings accounts  
· loans  
· investment plans

Simple interest is calculated as a percentage of the original amount.  

Example: 

If you have £100 in a savings account and the interest rate is 5% simple interest, you will earn £5 interest each year. 

The percentage tells you how much interest you earn (or owe) for every £100 of the amount.

To calculate simple interest, you need to know 3 things: 

· the original amount of money, for example, £200 
· the percentage rate, for example, an interest rate of 5% 
· the time period – how long the interest is applied, for example, 2 years

The formula for calculating simple interest is: 

Simple interest = original amount x percentage rate x time

In this calculation, the percentage rate must be written as a decimal. For example, 5% must be written as 0.05

Converting a percentage into a decimal:

Divide the percentage by 100 or move the decimal 2 places to the left.
 
For example, 20% ÷ 100 = 0.2

Question 1 

You invest £5,000 in a savings account, where you earn 5% simple interest for 1 year.

How much interest will you make?
(2 marks)

	




Question 2

You buy a new car and borrow £28,500. You must pay 5% simple interest on this amount per year.

How much interest will you pay in 1 year?
(2 marks)

	











Calculating percentages of money (5%, 10%, 15%, and 20%) 

[image: Calculator outline]With a calculator: 

Multiply the original amount by the percentage as a decimal. 
(Remember to convert a percentage into a decimal, we divide it by 100
For example, 25% = 25 ÷ 100 = 0.25)

· For 5%, multiply by 0.05 
· For 10%, multiply by 0.10 
· For 15%, multiply by 0.15 
· For 20%, multiply by 0.20
[image: Calculator outline]
Without a calculator: 
 
To find 5%:  
Amount ÷ 20 or Amount ÷ 10, then ÷ 2 
 
To find 10%: 
Amount ÷ 10 
 
To find 15%:
10% + 5% 
 
To find 20%:
10% x 2
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Question 3	Comment by Dan Porter: Can we swap this question out for one that has only 2 decimal places so that it resolves in pence please. We can deal with any rounding laster

What is 15% of £349.95?
 
(Show your working out.)
 (2 marks)

	










Question 4

What is 20% of £999?

(Show your working out.)
 (2 marks)

	





[image: A red cross on a calculator

Description automatically generated]Answer the following questions without a calculator           


Question 5

What is 5% of £30?

(Show your working out.)
 (2 marks)

	




Question 6

What is 10% of £8999.95?

(Show your working out.)
 (2 marks)

	







Using multiplication to find total interest over time

Once you know the interest for 1 year, multiply it by the number of years to find the total interest. 

Example: 

· original amount: £200 
· rate: 5% (or 0.05) 
· time: 3 years 

Interest for 1 year = £200 × 0.05 = £10 

Total interest for 3 years = £10 × 3 = £30

Adding interest to the original amount:

After calculating the total interest, add it to the original amount to find the total amount after interest.

Example: 

· original amount: £200 
· total interest: £30 

Total amount = £200 + £30 = £230 





Question 7

You borrow £2,500 for 3 years with a simple interest rate of 10% per year.

How much is the total interest over 3 years?

(Show your working out.)
 (2 marks)

	




Question 8

A bank lends you £1,800 for 2 years at a simple interest rate of 15% per year.

What is the total interest for the loan?

(Show your working out.)
 (2 marks)

	






Question 9

You take out a loan of £4,000, repayable over 5 years, with a simple interest rate of 5% per year.

How much is the total amount including interest over 5 years?

(Show your working out.)
 (3 marks)

	




Question 10

You borrow £6,000 for 6 years with a simple yearly interest rate of 10%.

What is the total amount including interest you will pay over the 6 years?	

(Show your working out.)
 (3 marks)

	










Exam practice 1

You need to buy a car for work. 

The cost of the car is £12,000, and you take out a loan for this amount over 5 years with a simple interest rate of 10% per year.

After 5 years, how much will you have paid back in total?

(Show your working out.)
(3 marks)

	




Exam practice 2

You borrow £8,500 for 3 years with a simple interest rate of 15% per year.

How much will you have paid back in total after 3 years?

(Show your working out.)
 (3 marks)

	





Exam practice 3

You take out a loan of £10,000 for 4 years with a simple interest rate of 5% per year.

How much is the total repayment amount after 4 years?

(Show your working out.)
(3 marks)

	




Exam practice 4

You borrow £14,750 to start a business. The loan term is 6 years, with a simple interest rate of 10% per year.

What is the total repayment amount after 6 years?

(Show your working out.)
(3 marks)

	





Answers

Question 1 
£5000 x 0.05 = £250

Question 2
£28500 x 0.05 = £1425

Question 3
£349.95 x 0.15 = £52.49(25)

Question 4
£999 x 0.2 = £199.8(0)

Question 5
£30 ÷ 10 ÷ 2 = £1.50

Question 6
£8999.95 ÷ 10 = £899.99 or £900

Question 7
Total interest = £2,500 x 0.1 x 3 = £750

Question 8
Total interest = £1,800 x 0.15 x 2 = £540

Question 9
Total interest = £4,000 x 0.05 x 5 = £1,000
Total repayment = £4,000 + £1,000 = £5,000

Question 10
Total interest = £6,000 x 0.1 x 6 = £3,600
Total repayment = £6,000 + £3,600 = £9,600

Exam practice

Exam practice 1
Total interest = £12,000 x 0.1 x 5 = £6,000
Total repayment = £12,000 + £6,000 = £18,000

Exam practice 2
Total interest = £8,500 x 0.15 x 3 = £3,825
Total repayment = £8,500 + £3,825 = £12,325

Exam practice 3
Total interest = £10,000 x 0.05 x 4 = £2,000
Total repayment = £10,000 + £2,000 = £12,000



Exam practice 4
Total interest = £14,750 x 0.1 x 6 = £8,850
Total repayment = £14,750 + £8,850 = £23,600

Your functional skills exam 

Your functional skills exams will consist of 2 papers. 
These papers will take place over the following time periods:

· Non-calculator paper – 40 minutes 
· Calculator – 1 hour 50 minutes

Further information on the format that your test will take can be obtained from your training provider. 


Hints and tips 

· Find out what format your exam will be in. It may be paper-based 
or on-screen. 
· Plan what you are going to revise in advance. Don’t leave it until the last minute.
· Do as many past papers as you can so you are prepared for the day. If possible, try to complete the past papers following the same format as the actual exam.
· Find a quiet place to study and revise. It helps to sit at a table or a desk, don’t revise in bed.
· Don’t stay up all night revising the night before your exam. It’s important to have a good rest so you feel refreshed and ready to go.
· Read the question 3 times. The first time to ensure you understand what is being asked, the second time to get an understanding of what you need to do, and a third time to figure out exactly what maths techniques you should be applying. 
· If you are struggling with a question, skip it and come back to it later. Try not to sit getting worked up about a difficult question, it will only waste exam time. Move on and come back to it after you have answered the other questions. 
· Take note of the number of marks available. This will give you an indication of how much working out you must show. For example, 1 mark will need an answer only and more marks will need you to show your working out.  
· When you’ve finished the exam, go back and check your answers. If you still have time remaining, use it to check your answers and when you have checked your answers check them again. 
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