Capital Allowances

What is the uniform capital allowance (UCA) system:

· General rules that apply across a variety of depreciating assets & other expenditure

Has there been any changes to the system:

· 2001 UCA rules replaced former capital allowance provisions for plant and equipment

What is a depreciating assets:

· Is one where its effective life is limited, and can reasonably be expected to decrease in value over its useful life

What is the effective life:

· You can self assess the effective life of an asset or

· use the effective life determined by the commissioner

· You must use the effective life which is in force at the time you entered into a contract to acquire an asset 

What can force the effective life of an asset to change:

· If the asset is improved by 10% or more in a year 

· This may result in an obligation to recalculate the effective life

What is not classed as a depreciating asset:

· Land

· Trading stock

· Most intangible assets (excludes intellectual property and in-house software)

How does depreciation work:

· Expenditure such as acquisitions of capital assets is deductible over time

How do I calculate depreciation for an asset:

· 2 options can be used:

· Prime cost method (decline is calculated as a % of the initial asset)

· Diminishing value method (decline for each income year is calculated on the balance of the assets cost that remains after the decline in value for previous income years has been taken into account

What is a low value pool:

· You entered into a contract to purchase an asset costing more than zero

  
but less than $1000 or

· your asset has now got an opening adjustable value of less than $1000

· You can depreciate this asset in a low value pool 

· Using diminishing value method 

· The annual depreciation for the pool is worked out using diminishing value method rate of 37.5%

Where do I find out more information:
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Capital Allowances Laws and Rulings
