
e  Pharmacy 
:  Gulld  of  Austraha 

Rcf'  SP!(x')5-&'>.  lp) 

11  Juntt  2()  15 

Tax  'WYite  Paper  Taskforce 

-l'he  Treastkry 

l-angton  Crescent 

PARKES  ACT  2600 

SUBMISSION)  TAX  WHITE  PAPER  GBETTER  TAX'' 

On  behalf  of  -1Ye  Pharmacy  Guild  of  Australia  (the  IY;A).  I  am  pleased  to  provide  this  subrnission  t()  the 

Government's  Tax  W'hite  Paper. 

In  tllis  short  submission  I  intend  to  focus  on  one  key  concern  for  community  phannacy  in  rdation  to  how 

the  current  tax  system  creates  unnecessary  impost  on  community  pharmacies  as  small  businesses  and 

impedes  the  busincss  grov'th  for  small  business  operators  in  the  sector. 

R-he  Gotxls  and  Serdces  Tax  (GS-l)  applies  to  most  tlrpcs  of  goods  and  servvices.  Howevtm  a  slgn'  iticant 

portion  of  consumption  is  excluded.  Most  of  the  catcgories  of  consumption  not  subject  to  GST  are 

<GST-free'.  T'his  means  that  not  only  are  these  goods  and  services  not  subject  to  GST  w1:e11  sold,  but  tlzeir 

suppliets  can  also  claim  a  reftmd  on  any  GST  levied  on  the  inputs  they  used  to  produce  them. 

Since  the  introduction  of  the  GS'l'  in  2(X)0  as  part  of  'lYe  New  Tax  Sstem.  community  phlmwties  as  small 

business  have  been  bttrdened  with  a  scctor  uniquc  impost  that  stgn'  iiicantly  impacts  tl)e  ability  of 

commanity  pharmacies  to  operate  in  the  same  way  as  other  small  busincsses. 

'l'his  unreasonable  and  considerable  a  'stmtivc  business  btzrden  arises  from  the  treatment  under  the 

GST  sptem  of  the  supply  of  mcclicines.  GST  is  papble  on  the  supply  of  medicines  throughout  the  supply 

chain  until  the  point  at  w'hich  the  medicine  supply  rraches  the  end  consumer,  the  patient  who  presents  vith 

their  script  in  a  cornmunity  pharmacy.  At  this  point  the  current  GST  regmz'  c  prodes  that  the  consumer 

does  not  pay  GST  on  thc  medicines  that  they  purchase.  'l-his  imposes  a  significant  cash  flow  burden  on 

community  pharmacy  owmers. 

Prescribed  metlicines  account  for  approximatcly  67041  of  salcs  turnovcr  in  thc  avemgr  community 

pharmacy.  Nvith  tlae  current  GS'1'  repm'  e,  phannacy  ow-ners  are  required  to  pc  GST  on  their  medicine 

purchases  to  th'  eir  suppliers,  but  are  unable  to  pass  on  the  GSR'  to  their  patients,  All  community  pharmacy 

ovmers  must  t'hen  claim  a  refund  in  order  to  restorc  the  cash  t-low  for  their  business.  'lYe  simple  evaluation 

proded  below  of  how  this  tmnslates  to  the  conduct  of  busincvs  in  an  average  conununity  pharmac'y 

demonstrates  the  unreasonable  burden  imposed. 

lzflmmunity  pharmacy  owmers  are  always  in  the  situation  of  claitning  a  GST  refund  v'ia  their  Business 

Acdvity  Statements  (BAS).  GS-l'  reftmds  arrivc  approxil-  nately  six  wceks  after  the  end-of-month  szmncial 

cycle.  'lhis  six  week  timtxframe  takes  into  considemtion  that  on  average; 

*  -rhree  or  four  weeks  elapse  in  the  preparation  and  lo  ent  of  a  Bzu;  and 
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A  further  two  weeks  lapses  before  the  refund  is  rctumed  to  the  community  phannacy. 

In  thc  lneantimes  thc  phannacy  ovrner  is  required  t()  pay  for  the  medicines  they  have  pttrchased  from  their 

supplier  twentptive  days  after  the  month-end.  'nis  creatcs  a  cash  ilow  impact  for  the  business  for  the. 

approvimately.  three  weeks  it  takes  to  gct  the  GST  refund. 

For  a  pharmacy  that  is  mrning  ove.r  ssmillion,  this  cash  tlow  impact  is  approximately  $12000  each  month. 

I-ike  any  small  business  sector,  pharmacy  businesses  t'at'tge  in  size  in  terms  of  their  tuznover.  ne  Guild's 

analysis  of  the  cash  flow  impact  across  the  sector  show's  that  the  burden  ranges  from  $12000  to  $20000 

each  month  depending  on  the  size  of  the  pharmacy  and  tbe  percentagc  of  purchases  which  are  medidnes. 

'lqhe  effect  of  this  taxadon  system  burden  creates  two  problems  for  community  pharmacy  oNmers.  Firstly 

there  is  the  cash  flow  impact  outlined  above.  Secondly.  in  order  to  keep  the  impact  dow,n  to  levels 

described,  pharmacy  owners  must  lodge  their  BAS  monthly  instead  of  quarterlp  Ou.r  undcrstan  is  that 

mcst  other  small  business  operators  lodge  their  BAS  quarterly.  As  a  result,  commtmity  phlrmac-y  owners 

lodge  ek  ht  more  Business  Activity  Statements  than  most  of  their  small  business  contempomries  in  other 

sectors. 

It  is  the  Guild's  recommendation  to  the  Govemment  that  substantial  relicf  could  be  provided  to  the  5,400 

small  bminess  opemtors  in  the  community  pharmacy  scctor  by  simplification  of  the  GST  prow-isions 

apphing  to  the  supply  of  medicines.  Specifically  the  (iuild  rccommends  that  medicines  are  rnade  Gs-f-free 

all  the  way  through  the  supply  chain  system. 

'I-he  Guild  would  be  pleased  to  add  ro  this  subnssion  verbally  or  through  thc  prosion  of  more  in-depth 

datx  if  reqtdred  by  the  Taskforce  tcam. 

Yours  sincerelv 

David  Quilty 

Executive  Director 


