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FINANCE




Get new equipment into your practice quickly
Effective patient treatment and care is all about having the right tools to help you perform your job to the best of your ability and at minimum discomfort to your patients.
Equipment is constantly evolving and improving.  There is always something ‘new’ on the market, whether it’s a new model, or brand new technology.  

Once you start thinking about upgrading your equipment and practice, it’s a good idea to talk to a financier who can help assess your current position and create a personalised funding solution.  
A health industry finance specialist can help you weigh up the cost of financing your equipment versus the possible income the equipment is capable of generating.  
This may lead you to decide that you can purchase your equipment, improve your patient care and make your practice more profitable, sooner rather than later.

There are a range of options you can consider when investing in equipment for your practice.  You can fund the purchase by, lease, hire purchase or a chattel mortgage.  
Medfin Finance, WA State Manager Brad Potter summarises the benefits of each below.
Cash 
If you have access to it – is a quick and simple funding solution.  However once that cash leaves your account, will you have sufficient funds available for day to day expenses and emergencies? As well as this, you should consult your accountant to see if this is the most tax effective option for you. 
Equipment finance can also be quick and simple and available in a few different formats including:  

Lease 
With a lease, the financier purchases the equipment and then leases it back to you over a fixed term.  

At the end of the term if you’d like to keep the equipment, you can elect to purchase it (generally at the same value of the residual) or refinance the residual amount owing for a further period.

Benefits of a lease are;
· You do not own the equipment therefore do not have a depreciating asset on your book, the equipment sits on the financiers book

· You do not pay GST on the cost of the equipment  

· You can claim lease repayments as a tax deduction

· GST is charged to you on the lease repayments, you claim this GST as you make the payments
· Lease payments are fixed, enabling you to plan your cash flow.

Commercial Hire Purchase (CHP)
Under a CHP, the financier agrees to purchase the equipment on behalf of you and then hires it back to you over a set period of time.

At the end of the term once all repayments have been made (including any residual) ownership automatically reverts to the client.

CHP is suitable for businesses who account for GST on an accrual basis (account for business income and expenses in advance), therefore all or a portion of the GST component of the purchase price on the equipment can be claimed back.
Benefits of a CHP are;

· You purchase the equipment progressively by paying regular repayments 

· Residual value (balloon) can be used to minimise impact on cash flow

· You can claim depreciation of the equipment as a tax deduction*
· You can claim interest as a tax deduction*

· You own the equipment when you have made your final repayment or balloon payment
· Depending on your accounting structure, the GST on the equipment is claimed progressively over the term of the Hire Purchase.
Chattel Mortgage (or Loan)
Under a Chattel Mortgage agreement, the financier pays the supplier of the equipment directly and you take ownership of the equipment at the time of purchase.

It may be suitable for businesses who use a cash method of accounting (record business income and expenses as they occur) as it allows you to claim the GST in the purchase price upfront.

· You own the equipment 

· You pay the GST on the equipment

· You can claim depreciation of the equipment as a tax deduction*
· You can claim interest as a tax deduction*
· You make regular loan repayments, until the loan balance is nil
· A residual value can be applied to minimise impact on the practice cashflow
· Depending on your accounting structure, the GST on the equipment is claimed progressively over the term of the loan or as a lump sum up front.
Equipment loans are usually secured against the equipment itself and allow you to invest in your practice without tying up your home or other assets.
For further information on specialist equipment finance for healthcare professionals phone your local Medfin Relationship Manager on 1300 361 122.
Important Information: This information is of a general nature only.  Because we do not know your personal objectives please consider whether these finance options are appropriate for your circumstances.  Before acting on any of the information in this article please seek independent taxation advice.  Credit approval and equipment eligibility criteria apply.  Other terms and conditions apply.  Full details are available from Medfin on request.  *If used for income producing purpose.  

