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Lesson 10 Summary 

Many places have sales tax. A sales tax is an amount of money that a government agency 
collects on the sale of certain items. For example, a state might charge a tax on all cars 
purchased in the state. Often the tax rate is given as a percentage of the cost. For example, a 
state's tax rate on car sales might be 2%, which means that for every car sold in that state, 
the buyer has to pay a tax that is 2% of the sales price of the car. 

Fractional percentages often arise when a state or city charges a sales tax on a purchase. 
For example, the sales tax in Arizona is 7.5%. This means that when someone buys 
something, they have to add 0.075 times the amount on the price tag to determine the total 
cost of the item. 

For example, if the price tag on a T-shirt in Arizona says $11.50, then the sales tax is 
(0.075) ⋅ 11.5 = 0.8625, which rounds to 86 cents. The customer pays 11.50 + 0.86, or 
$12.36 for the shirt. 

The total cost to the customer is the item price plus the sales tax. We can think of this as a 
percent increase. For example, in Arizona, the total cost to a customer is 107.5% of the 
price listed on the tag. 

A tip  is an amount of money that a person gives someone who provides a service. It is 
customary in many restaurants to give a tip to the server that is between 10% and 20% of 
the cost of the meal. If a person plans to leave a 15% tip on a meal, then the total cost will 
be 115% of the cost of the meal. 


