
Capital cost allowances
Comparison of accounting and tax terminology

Taxation terms Accounting term

Capital cost Acquisition cost

Capital cost allowance (CCA) Amortization expense

Undepreciated capital cost (UCC) Net book value

The capital cost of qcquired assets will be allocated to what is referred to as a class.

Two methods methods are used for CCA purposes—the straight line method and the declining balance
method.

Taxpayers can deduct the maximum amount, none of it, or any value in between.

Example A particular CCA class contains assets with a capital cost of $780 000 and an end of the
period UCC balance of $460 000. The rate for the class is 10%

Declining balance class 
The rate would be applied to the $ 460 000 end of the period UCC balance.  460 000 x 10% = 46 000

Straight-line class 
The rate would be applied to 780 000. 780 000 x 10% = 78 000

Rates for major classes Types of CCA

Class 1 buildings (4%) Declining balance

Class 3 building Pre-1988 (5%) Declining balance

Class 8 machinery, equipment and furniture (20%) Declining balance

Class 10 vehicles (30%) Declining balance

Class 12 computer software and small assets
(100%)

write-off

Class 13 leasehold improvements Straight-line: either 20% of CCA or CCA/lease
term

Class 45 computer hardware and systems software
(45%)

Declining balance

Half-year rule. For the first year, one half of the acquisition cost must be deducted before applying
CCA.
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Income from a business
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Problem
On December 27, 2006, Seymour Gravel, at the urging of his wife, Mary Walford, has brought you his
preliminary figures for his business. Seymour carries on a business writing and editing instruction
manuals on a contract basis. He has six different clients an doperateunder the business name crystal
Clear communications from an office in their home.
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