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At Sheridans Our mission is to help you grow your business revenue and profits plus provide you
with quality, affordable advice and services. This will allow you to spend time on the work you
are good at and trained in — supporting the Australian community with mental health concerns —
which benefits all of us.
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This booklet is subject to copyright and may not be reproduced, reused or adapted in any manner
without the consent of Sheridans Accountants and Financial Planners Pty Ltd, except in accordance
with the Copyright Act 1968 (Cth) for bona fide study purpose.

Disclaimer:

The information contained in this booklet is factual and general in nature and is not business or
personal financial advice. It has been prepared for personal educational purposes only and must
not be relied on as legal, taxation, financial and other type of advice. You should consider the
appropriateness of the information as it relates to you and your business.

Sheridans Accountants and Financial Planners Pty Ltd excludes any and all liability arising directly
or indirectly from the use of this material.

If you would like financial advice tailored to your business or personal financial situation, contact
me. My team and | would be happy to assist.

Fairuz.Azli@sheridans.net.au
(08) 83760455
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Introduction

Goods and services tax (GST) is a broad-based tax of 10% on most goods, services and other
items sold or consumed in Australia.

The general perception appears that all psychology related services are GST free. Unfortunately,
this is not true. The law in this area is convoluted and far from clear. We will try our best make it
simple for you. As always, if you have any questions feel free to ask us.

Let’s first start with GST registration.

GST Registration

You will need to register for GST if you anticipate your annual turnover is going to be greater
than $75,000.

If your turnover is less than $75,000, registering for GST is optional. If this is the case, you need
to consider the cash flow and the additional obligations of your decision.

Let’s look at the example below:
Sam is a psychologist with an annual turnover of 560,000, so under the legislation it’s not

compulsory for her to register for GST.
Her expenses for stationary, rent, clinical resources and software come to 513,600.

Annual turnover (assume all GST free) 560,000
Expenses (assume all inclusive of 10% GST):

Printing and Stationary S 1,100
Rental S$11,500
Clinical resources S 550
Software expenses S 550
Total Expenses S 13,600

If Sam registers for GST, she’ll be eligible to claim a refund of 51,263.36. In order to do this,
she’ll need to prepare and submit Business Activity Statements (BAS) every quarter to the
Australian Taxation Office (ATO). Sam’s accountant can do this on her behalf, and she will
receive her refund.
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Psychology Services and GST

Psychology services are listed in the GST legislation as health services, which means you don’t
normally need to charge GST on the services that you provide. However, there are two
additional criteria you need to satisfy before you can class your psychology services as GST free
and they are:

1. Be arecognised practitioner to perform the service
In Australia, psychology is a regulated profession. To be a recognised psychologist you must
have the necessary qualifications and experience and you must be registered with the
Psychology Board of Australia.

2. The service follows necessary and appropriate procedures and standards.
As psychology is a regulated profession and to make sure psychologists are in line with the
requirements of professional indemnity insurance, there are generally accepted procedures
and standards with regards to the services a psychologist offers. You need to make sure that
you adhere to these procedures and standards when delivering your services.

Now let’s look at the GST implications of common psychology services:

Consultation and Assessment: This is straight forward and is GST free. We assume the service is
provided by a recognised practitioner and it follows appropriate procedures and standards.

Group Sessions: This is GST free as long as the sessions are provided by a recognised practitioner
and that the sessions follow the appropriate procedures and standards.

Supervision Fees: This is a service that you provide to supervise a psychologist, hence it is not a
health service. You need to add GST to your fee.

Report Writing: The ATO regards the recipients of the report not as patients but as a third party.
Therefore, it is not classified as a health service. You need to add GST to your fee.

Legal briefings and Court Attendance: The ATO regards the recipients of this service as the party
that requires your attendance, such as an insurance company, a lawyer or a court. Therefore,
this is not a health service and will be subject to GST.

Travel: Your travel fee to your client is GST free provided it is related to the health services that
you provide —i.e. consulting, assessments and group sessions. Any travel that is not related to
you providing health services is subject to GST.

Speaking and Seminar Fees: Educational courses are GST free but conferences, short courses
and seminars are not covered by the definition of educational courses. Therefore, any fees that
you charge for speaking engagements or seminars are subject to GST.

Books and Materials: Books and materials that you sell are subject to GST
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Cancellation Fees: A cancellation fee paid by a client for a missed or cancelled appointment is
treated as payment for the intended service (i.e. treatment, consultation, report writing etc). If a
cancellation fee is charged where a customer fails to turn up for an appointment, the fee will
normally be treated as payment for the same thing that the appointment was made for. If the
service that you would have supplied to the person who cancelled is GST free, then the
cancellation fee is also GST free.

Payments Made by Third Party

Things can get complicated when you have third party — e.g. Private health insurance company,
Medicare, NDIA, Motor Accident Commission, Workers Compensation Organisation - paying for
the psychological services on behalf of your client. Let me elaborate this further...

For a psychology service to be classed as GST free, you must be providing a ‘health service’. The
third party which you invoice for your services (and will be paying for your service) is not your
client so they technically are not the recipient of your psychology service.

In this instance, there is a special section in the GST legislation that allows the services to be GST
free provided the underlying service is GST free. So, for example, if you are providing a
psychology consulting service to a client, it will still be deemed as GST free. If you are providing
report writing service, then if won’t be GST free.

Payment from NDIA is a little trickier. A written plan and agreement are required for the service
to be classed as GST Free. Therefore, it is possible in some limited cases that there may be an
issue with the service not being GST free.

Practice Management Arrangement

Practice management arrangement is a situation where you work as a contractor with another
psychology practice, and you pay them a percentage of your fees to cover the facilities and
administrative costs. The GST implications on a practice management arrangement can be a bit
tricky depending on how the arrangement is setup.

The two most common setup are as follows:

1 - Facility Hire Arrangement - you pay service fees to the practice.

This is where the practice provides you with a facility management arrangement, in which the
practice is providing administration (telephone answering, appointment booking, billings etc)
and facilities in exchange for an administrative fee.

In this instance, you invoice your client directly under your name, provider number and ABN.
Let’s say your consulting fee is $200 and you have a 70%/30% split with the psychology practice.
The psychology services that you provide are GST free (assuming you are registered with the
board and your services follow necessary and appropriate procedures and standards).
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However, when the practice bills you for their share of 30% split, the practice needs to add GST
(if they are registered for GST) to the fees. This is because facilities and administration fees are
not health services and are subject to GST. You can claim the GST back when you lodge your BAS
return with the ATO.

Example:

Vanessa, a registered psychologist, works under a facility hire arrangement with a
psychology practice. She hires the use of rooms as well as administration services in a
70%/30% split arrangement.

Vanessa sees a client for health services and charges 5200

After seeing the client she issues an invoice using her name, provider number and ABN to
the client for the full amount of 5200.

The psychology practice then bills Vanessa for their 30% share of the fee, that is $60. The
practice adds GST of S6 on top of this because facilities and administration fees are not
health services and are subject to GST.

When Vanessa lodges her BAS with the ATO she can claim back the GST.

2 — Contractor Agreement Arrangements - The Practice Pays for Your Services.

In this arrangement, the practice engages you as an independent contractor. The practice
invoices the client directly under the practice name. When the practice receives payments from
the client, they pay you your share of income. Let’s see the example below:

The consultation fee is $200, and you have a 70%/30% split. In this instance the $200 psychology
service is GST free. When the practice receives the payment, they keep their share which is $60
and forward the rest to you.

In this instance, you need to invoice the practice $154 ($140 + GST) and not $140. This is because
you are providing a professional service to the practice and not a health service to the practice.
The practice can claim the GST back when they lodge their BAS return with the ATO.

Example:

Jo, a registered psychologist, is engaged by a psychology practice as an independent
contractor with a 70%/30% split arrangement.
Jo sees a client for health services valued at 5200. As this is a health service, it is GST free.
The practice invoices the client for $200 using the practice name.

The practice keeps their 30% share of the 5200 that the client paid, that is S60.
Jo invoices the practice for S$154. That is 5140, her 70% share of the 5200 fee, + 514 GST
because Jo is providing a professional service to the practice and not a health service.

The practice can claim the GST back when they lodge their BAS return with the ATO.
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In Summary:

As you can see from the above that GST legislation is very complex. So, it is advisable that you
speak to a tax specialist who understands the specifics of the psychology industry.

About Sheridans Accountants and Financial Planners

We pride ourselves on providing a more extensive service than the average accounting service —
we communicate quickly and extensively, will (affordably) meet with you regularly and help you
with all financial aspects of your practice — not just tax returns.

Call us today on 08-8376 0455 for a complementary phone consult about how we might be able
to support you.
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