
We have seen a lot of information about this year’s federal budget, but just how much of it
can iimmppaacctt  yyoouurr  bbuussiinneessss?? Though it rewards small businesses, there is something for
all businesses. Some of the relevant changes that apply from 1 July, 2007 are;

• Eligibility for SSiimmpplliiffiieedd  TTaaxx  SSyysstteemm has increased to those with an annual
turnover of up to $2 million dollars. Key attractions of the Simplified Tax System are
being able to write off assets valued up to $1,000, and paying tax on cash received,
not invoiced, income.

• The ability to aaccccoouunntt  ffoorr  GGSSTT  oonn  aa  ccaasshh  bbaassiiss will also increase to a $2 million
dollar turnover.

• The assets test to determine whether a business can use the SSmmaallll  BBuussiinneessss
CCaappiittaall  GGaaiinnss  TTaaxx  CCoonncceessssiioonnss will increase to $6 million dollars, and a business
that uses the Simplified Tax system will be exempt from the assets test. It will also
be easier for businesses that have mmuullttiippllee  oowwnneerrss to access the concessions, as
“controlling individual” test is toned down. Key attractions of the concessions are
the ability to significantly reduce capital gains on the sale of a business or related
assets.

• Assets can now be wwrriitttteenn  ooffff  aatt  aa  hhiigghheerr  rraattee of depreciation. The diminishing
value rate will increase from 150% to 200% of useful asset life. For example, a
dishwasher in a rental property (a 10 year useful life) was previously written off at
15%. This will now increase to 20%.

• Rules governing ffaammiillyy  ttrruusstt  eelleeccttiioonnss have also been watered down, by
extending definitions of family members and allowing elections to be revoked. This
will be of a benefit to businesses or investors that use a trust structure.

Changes to ppeerrssoonnaall  iinnccoommee  ttaaxx  rraatteess and ssuuppeerraannnnuuaattiioonn also grabbed a lot of
the headlines. Main points here are;

• From 1 July, 2006 the highest mmaarrggiinnaall  ttaaxx  rraattee falling to 45% (46.5% with
medicare levy), and cuts in at $150,000 income. The 30%  tax rate (the same tax a
company pays) applies to income between $25,000 and $75,000. See our TTaaxx
RReeffeerreennccee  CCaarrdd for more detail.

• From 1 July, 2006 the llooww  iinnccoommee  ttaaxx  ooffffsseett will increase from $235 to $600.
One practical impact of this is if you distribute income from a trust to children –
before you could distribute a maximum of $772 per year before paying tax. It will
now be $1,325.

• Superannuation sees the biggest changes. Previously taxed ssuuppeerraannnnuuaattiioonn
bbeenneeffiittss will, from 1 July 2007, be tax free when paid to a member who is over
60.

• RReeaassoonnaabbllee  bbeenneeffiittss  lliimmiittss are abolished from 1 July 2007, you can now build up
additional assets in a fund. But the catch is that the annual amount you can
contribute into a fund has been reduced to a maximum of $50,000 (for all age
groups) for deductible contributions and $150,000 for uunnddeedduucctteedd  ccoonnttrriibbuuttiioonnss.
(There are transitional rules for those over 50 years at the date of the
announcement that allow maximum annual deductible of $100,000 until 30 June,
2011). Undeducted contributions limitations have been introduced from the date of
the announcement, however, you can contribute up to three years on one occasion
(i.e. $450,000) and forego contributions in the following two years.

• You can contribute to a fund up until the age of 75, and sseellff  eemmppllooyyeedd people can
now get a full deduction for contributions made.
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July 2006
NEWSLETTER

84 Cawarra Road, Caringbah NSW Australia 2229     PO Box 2070, Taren Point BC NSW Australia 2229
T 61 (02) 9526 0999    F 61 (02) 9531 6527   E accountants@gabriels.com.au    I www.gabriels.com.au

AA  ffiirrmm  pprroovviiddiinngg  aa  hhiigghh  ssttaannddaarrdd  ooff  ppeerrffoorrmmaannccee  aanndd  ppeerrssoonnaalliisseedd  sseerrvviiccee  oovveerr  aa  rraannggee  ooff  ssppeecciiaalliittiieess..

profileC L I E N T

The company’s founder, Gerry Newcombe, has made hardware his career and he set up the operation in
shared space in Bankstown. Newcombe Sales grew quickly and in 35 years has had to move on six occasions
to accommodate its warehouse expansion and has now commenced construction of a state of the art
warehouse 4000 sq mtr facility at Ingleburn. This future move will place the company in the forefront of the
industry and is a very exciting prospect.  

The company distributes specialized hardware lines and acts as product agents and more recently, has
imported individually produced hardware items and a range of power tools. The company was a foundation
member of the Dynalink Hardware Group. This group distributes a range of unique products to retailers
throughout Australia & New Zealand.

The hardware industry has undergone enormous change and Newcombe Sales has moved swiftly to
anticipate and accommodate change with introduction of new products and entering new markets.

The company has always used the latest technology, being one of the first computer users, and it employs
the latest software and equipment in sales, debtors, stock control and warehousing.

Like most successful companies, Newcombe’s strength lies in its staff, many of whom have long service
records. The company encourages initiative and acknowledges achievement. Currently total staff stands at 21.

Newcombe Sales has been the winner of “the local supplier of the year”, as presented by the NSW Hardware
Association for the past five years (2001 to 2005) in recognition of excellence in service.

Newcombe Sales is a true family business. Gerry Newcombe (managing director) was originally joined by his
wife Colleen and brother, John. Gerry’s children, Mark, Steven and Damian joined the team progressively and
recently, son John and daughter in law, Jacqueline also.

In 2001 Gerry and Colleen Newcombe retired after successfully implementing a succession plan and installing
Damian and Mark as the management team. This transition of control can be difficult to achieve and on this
occasion has been outstandingly successful.

Newcombe Sales is set for a successful and exciting future.

Gabriel & Partners has been involved with Newcombe Sales since 1971 providing professional accounting,
taxation & audit services including business advice and financial forecasts and we look forward to working
together as the company continues to grow and prosper. 

NEWCOMBE SALES PTY LIMITED

NNeewwccoommbbee  SSaalleess  iiss  oonnee  ooff
GGaabbrriieell  &&  PPaarrttnneerrss  lloonnggeesstt
ssttaannddiinngg  cclliieennttss..

SSiinnccee  iittss  iinnccoorrppoorraattiioonn  iinn
11997711,,  tthhee  ccoommppaannyy  hhaass
ssuucccceeeeddeedd  iinn  tthhee  wwhhoolleessaallee
hhaarrddwwaarree  iinndduussttrryy,,  ccoonnttiinnuueedd
ttoo  eexxppaanndd,,  mmeett  tthhee  cchhaalllleennggee
ooff  cchhaannggee  aanndd  pprreeppaarreedd  iittsseellff
ffoorr  tthhee  ffuuttuurree  wwiitthh  aa
ggeenneerraattiioonnaall  cchhaannggee  iinn
mmaannaaggeemmeenntt..

JJoohhnn,,  MMaarrkk  &&  DDaammiiaann  NNeewwccoommbbee--  tthhee  yyoouunngg  mmaannaaggeemmeenntt  tteeaamm



Many times we see businesses that
are profitable on paper, but never
seem to have enough cash. Here
are some ideas to help you look
after this critical asset:

Have a disciplined debtor control
system. By not collecting debtors
you are funding your customers’
business and not your own. You will
need to follow up regularly and deal
directly with decision makers. Stick
to credit terms and check credit
ratings. Review existing accounts -
often long term customers can
pose a great risk because there is
no ongoing monitoring of their
account.

Bank overdrafts should only be
used to fund the day to day
operations of the business. When
you are buying long term assets
use other financing means such as
business loans, leases, hire
purchases etc that would carry a
lower interest rate.

Discounts for early payment of
invoices can be useful as the cost
of the discount may be cheaper
then collecting money later and
incurring interest charges
elsewhere.

the holiday home…
and ccaappiittaall  ggaaiinnss  ttaaxx

The good news is that you can minimise this tax. What you need to do is to keep a
record of every thing spent. Many of those expenses you paid can be added to the
cost base of the property. For example, you bought the house 10 years ago for
$150,000 and never rent it. You sell now for $500,000. It looks like a gain of $350,000,
but you were diligent and kept all your records – there was mortgage interest of
$50,000, you spent another $100,000 doing it up, and all those rates, land taxes etc
came to another $20,000. The cost base has now gone up to $320,000, and your
capital gain is reduced to $180,000 – a reduction of $170,000.

The key here is to keep all your records, even if they are many years old. Also
remember that if you ever did rent the house and claimed those expenses as
deductions, those expenses claimed do not form part of the cost base.

YYoouu  bbuuyy  aa  bbeeaauuttiiffuull  pprrooppeerrttyy  uupp  tthhee  ccooaasstt  aanndd  ppllaann  ttoo  ggoo  tthheerree
eevveerryy  yyeeaarr  ffoorr  aa  hhoolliiddaayy..  TThheenn  tthhee  bbiillllss  rroollll  iinn  ––  llaanndd  ttaaxx,,  ccoouunncciill
rraatteess,,  iinnssuurraannccee,,  iinntteerreesstt  eettcc..  TThhee  pprrooppeerrttyy  iissnn’’tt  aavvaaiillaabbllee  ffoorr
rreenntt  aanndd  tthheerree  iiss  nnoo  iimmmmeeddiiaattee  ttaaxx  ddeedduuccttiioonn  oonn  tthhoossee  ccoossttss..  
IItt  aallll  ggeettss  ttoooo  mmuucchh,,  bbuutt  yyoouu  aarree  hhaappppyy  wwhheenn  yyoouu  sseellll  iitt  aatt  aa
nniiccee  pprrooffiitt..  BBuutt……  tthhee  ffiinnaall  bbiillll  rroollllss  iinn  ––  ccaappiittaall  ggaaiinnss  ttaaxx..

At this time of year it is important to ensure your
business and personal affairs are in order including an
up to date ‘‘WWiillll’’ and ‘‘EEssttaattee  PPllaann’’.
A valid Will is a very important document to have in
place, but it is only one component of a well structured
estate plan.

iiss  yyoouurr  wwiillll up to date?

� Do you have an up to date Legal Will that has
been reviewed within the last 3 years?

� Do you have an Enduring Power of Attorney in
place?

� Do you have entities which you own or
control adequately protected in the event that
you should pass away (eg Family Trust or Self
Managed Super Fund)?

� Have you thought about your Estate Plan in
terms of protecting assets, minimizing tax,
keeping assets in the bloodline, looking after
particular beneficiaries?

managing the cash flow blues  

Please consider your own situation:

IIff  yyoouu  aannsswweerreedd  NNOO  ttoo  aannyy  ooff  tthheessee
qquueessttiioonnss,,  tthheenn  lleett  uuss  kknnooww  aanndd  wwee  ccaann
aarrrraannggee  ffoorr  aa  pprraaccttiiccaall  aanndd  ccoosstt  eeffffeeccttiivvee
ssoolluuttiioonn  ttoo  bbee  ppuutt  iinn  ppllaaccee  ffoorr  yyoouu,,  iinn
ccoonnjjuunnccttiioonn  wwiitthh  aa  llooccaall  
EEssttaattee  PPllaannnniinngg  LLeeggaall  FFiirrmm,,  
LLaawwssoouurrccee..


