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The Benefits and Opportunities of VAT Recovery for the Healthcare and Pharmaceutical
Industries and Mitigating VAT Risks

Value Added Tax (VAT) is a key revenue source for many governments around the world, and
healthcare and pharmaceutical industries are not exempt from its impact. VAT is typically levied
on the sale of goods and services, and businesses in these sectors are often in a complex
position when it comes to VAT compliance and recovery. However, when managed correctly,
VAT recovery can offer substantial financial benefits and opportunities for healthcare providers,
pharmaceutical companies, and related industries. At the same time, there are risks that need
to be mitigated to ensure compliance and optimize VAT refunds.

The Importance of VAT Recovery

VAT recovery allows businesses to claim back the tax paid on their purchases of goods and
services that are used in their business activities. For healthcare providers and pharmaceutical
companies, VAT recovery can be crucial for managing operating costs. These industries, which
rely on the constant purchase of supplies, equipment, and services, can unlock significant
savings by recovering VAT on eligible expenses.

Benefits of VAT Recovery in Healthcare and Pharmaceuticals

1. Cost Reduction: One of the primary benefits of VAT recovery for the healthcare and
pharmaceutical sectors is the potential for cost reduction. Hospitals, clinics,
pharmacies, and pharmaceutical manufacturers incur numerous expenses in the
course of their operations, ranging from medical supplies to laboratory equipment. By
recovering VAT on these purchases, businesses can reduce their overall expenditure,
improving their profit margins and enabling them to allocate resources to other critical
areas, such as patient care, research and development, or innovation.



2. Cash Flow Optimization: VAT recovery can help improve cash flow, particularly in
industries with high transaction volumes. For healthcare providers, whose purchases of
medical equipment, pharmaceuticals, and services can be considerable, recovering
VAT promptly means having more liquid capital to reinvest in business operations. This
is especially important for smaller healthcare providers or pharmaceutical businesses
that may not have the same access to credit as larger players.

3. Competitive Advantage: By optimizing VAT recovery, companies can create a
competitive advantage. For pharmaceutical manufacturers, this means lower overall
production costs, which can lead to more affordable products. For healthcare providers,
it can mean offering more competitive pricing for services or allocating more resources
to improve patient outcomes.

4. Enhancing Investment in Research and Development: In the pharmaceutical
industry, research and development (R&D) is a significant cost. VAT recovery on R&D-
related expenses can boost investment in new drug development, clinical trials, and
innovations. This can ultimately lead to advancements in healthcare treatments and
new product offerings, which can further strengthen the company’s market position.

5. Mitigation of Overpayments: In some cases, healthcare businesses may not be fully
aware of the VAT they are entitled to recover. VAT recovery allows them to identify and
rectify situations where they have overpaid VAT, ensuring they are not incurring
unnecessary costs that eat into profitability. This process helps businesses stay
financially healthy and operationally efficient.
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Opportunities for VAT Recovery in Healthcare and Pharmaceuticals

1. Healthcare Supplies and Equipment: Hospitals, clinics, and other healthcare
providers often purchase medical equipment, pharmaceuticals, and consumables that



are subject to VAT. VAT recovery opportunities arise from these purchases, particularly
when VAT is included in the price of medicines, diagnostic tools, and other essential
healthcare supplies.

2. Research and Development Expenses: Pharmaceutical companies invest heavily in
R&D. VAT recovery is possible on a wide range of expenses incurred during the R&D
phase, including laboratory supplies, chemicals, equipment, and even consultancy
services used for clinical trials. Given the high costs involved in pharmaceutical R&D,
VAT recovery can provide significant financial relief.

3. Capital Investments: Healthcare providers often make large capital expenditures on
real estate, buildings, and infrastructure development. These investments are typically
subject to VAT. By ensuring VAT is reclaimed on these capital investments, healthcare
providers can minimize the financial burden of expanding facilities, purchasing new
equipment, or upgrading systems.

4. Cross-Border Transactions: For pharmaceutical companies that import raw materials
or finished goods, VAT recovery can extend beyond domestic transactions. Many
countries allow businesses to recover VAT on imports, which can be particularly
beneficial for companies involved in global trade. This ensures that the VAT paid on
imports doesn't result in increased production costs.

5. VAT Exemptions: While the healthcare and pharmaceutical industries are often eligible
for VAT exemptions on certain products and services (e.g., medicines, medical care),
ensuring compliance with these exemptions can create further opportunities to recover
VAT that would otherwise be passed on as a cost.

Mitigating VAT Risks



While VAT recovery presents many opportunities, itis important to understand the potential
risks and challenges involved. Inaccurate claims, non-compliance with VAT regulations, and
incomplete documentation can lead to costly mistakes. Below are key strategies to mitigate VAT
risks:

1. Accurate Record-Keeping: Proper record-keeping is essential for any VAT recovery
process. Healthcare providers and pharmaceutical companies should maintain detailed
records of all VAT-related transactions, including invoices, receipts, and contracts, to
ensure they can substantiate claims. A robust system for tracking purchases and VAT
payments can significantly reduce the risk of errors.

2. Consult VAT Experts: VAT laws and regulations are complex and can vary significantly
between countries and regions. Healthcare and pharmaceutical companies should
seek advice from VAT experts or tax advisors to ensure they understand which expenses
are eligible for VAT recovery and comply with all relevant local regulations.

3. Regular Audits: Conducting regular VAT audits helps identify any discrepancies, errors,
or missed opportunities for VAT recovery. By proactively auditing VAT claims, businesses
can avoid fines, penalties, or interest charges related to non-compliance.

4. Training and Awareness: Ensuring that key staff members are properly trained in VAT
procedures and regulations is crucial for maintaining compliance. A well-educated
team is better equipped to handle VAT-related challenges and reduce the risk of
improper claims.

5. Automation and Technology: Utilizing VAT management software can streamline the
VAT recovery process. These tools help businesses track VAT on purchases, generate
reports, and identify reclaimable VAT, reducing the risk of manual errors and improving
overall efficiency.

6. Cross-Border VAT Compliance: For pharmaceutical companies involved in
international trade, managing VAT across different jurisdictions can be tricky.
Understanding local VAT laws and ensuring compliance with cross-border VAT
requirements is critical to avoid penalties and missed recovery opportunities.

Conclusion

VAT recovery offers significant benefits for the healthcare and pharmaceutical industries,
including cost reductions, improved cash flow, and the ability to reinvest in growth and
innovation. However, to maximize these benefits, businesses must be vigilant about VAT
compliance and carefully manage their VAT recovery processes. By maintaining accurate
records, consulting experts, and using technology, healthcare providers and pharmaceutical
companies can mitigate VAT risks and unlock the full potential of VAT recovery, ultimately
strengthening their financial position and contributing to continued success in a competitive
global market.
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What We Do

Vatalot is a financial technology company - our speciality is identifyingUnclaimed Input
VAT from Big Data. We identify considerable savings and effect an immediate cash flow
boost for our clients. We extract results and savings from 5 years historical transactions
and help our clients to recover lost profits. We add value by giving unique insights to
prevent future mistakes and losses. We have a very high success rate in finding
considerable savings for our clients. Once we identify and confirm the Unclaimed Input
VAT for our client, we ensure immediate cash flow benefits. Our methods and
processes are in line with SARS regulations and best accounting practices.

Why Vatalot?

Leading Technology and Service. We charge a recovery based fee (No Recovery, No
Fee). We work with your Auditors or Accountants Confidentiality through Non-
Disclosure Agreement. Accurate and Detailed Reports. Secure Data Handling. Fast and
Detailed Feedback. Expert Advice.



Our Process

Data Import to Analysis Result Verification and
VATALOT Software and Results Document Review

Improved Cashflow Recovery of Findings




VATALOT ANALYSIS PROCESS

Secure File Transfer Client Verify Findings
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The Cause
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The Effects

Inaccurate / Inflated Inflated Payments Lost
VAT Submissions to SARS Profits

Inflated Cost Incorrect Profit Reduced
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Verification of our Findings Detailed Reports for Client
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VAT TECHNOLOGY

Benefits

Recover Lost Profits Prevent future losses
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