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Topic:  Business taxation and regulatory issues

*Recommendation 1: Please provide a short summary of your recommendation.

Since 2006, labour scarcity and construction inputs have pushed construction cost inflation
well above annual national inflation rates. Barring any dramatic increases to industry
workforce productivity, combined with the industry's retirement rate in the coming years, the
result will be reduced overall investment in the Canadian economy. To mitigate this and
increase workforce productivity, CCA recommends, on a time-limited basis, modifying Class
38 to permit depreciation to occur at a rate of 25 per cent on a straight-line basis.

Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your
recommendation to the federal government and the period of time to which the expected cost or savings is
related.

<$499,999

5 or more years

Federal funding: Please provide a precise indication of how the federal government could fund your
recommendation. For example, indicate what federal spending should be reallocated, what federal tax
measure(s) should be introduced, eliminated or changed, etc.

The change as proposed would permit new equipment purchases to be fully depreciated
within five years, as opposed to only 80 per cent depreciated using the current declining
balance method. The impact on government revenues is estimated at less than $100 million
over a ten-year period and should be more than offset by higher corporate and personal
income tax revenues resulting from construction industry productivity improvements.




Intended beneficiaries: Please indicate the groups of individuals, the sector(s) and/or the regions that would
benefit by implementation of your recommendation.

Since construction impacts every facet of Canadian life, industry productivity improvements
and the resulting construction cost savings will be felt throughout the economy. Through home
building, the ICI (industrial, commercial and institutional) and civil (infrastructure) construction
sectors, individual Canadians and businesses alike will benefit from the proposed change.

With construction as the most geographically-dispersed industrial sector of the economy,
these benefits will be seen across the country.

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living
of Canadians would be improved, jobs would be created, people would be trained, etc.

According to the National Research Council, one of the greatest sources of lost productivity in
construction is equipment breakdown. Reducing the rate of equipment breakdown can yield
between five-to-ten per cent improvements in productivity alone. New GPS systems,
hydrostatic transmissions and engine EcoModes help generate fuel savings of up to 20 per
cent over models produced just five years earlier. Combined, these improvements can

generate a potential 15 per cent gain in construction workforce productivity, while significantly
lowering the industry's environmental footprint.

Topic: Energy and the environment

Recommendation 2: Please provide a short summary of your recommendation.

Environmentalists estimate 40 per cent of GHG emissions are attributable to the design,
construction and operation of buildings. As most of these emissions are generated from the
burning of fossil fuel to heat, cool or illuminate buildings, any reductions in building energy use
would have significant environmental and economic benefits. CCA recommends the addition
of energy efficient building heating, cooling and lighting systems to the list of permissible

assets under capital cost allowance Class 43.2, which permits accelerated asset depreciation
at a 50 per cent rate.

Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your

recommendation to the federal government and the period of time to which the expected cost or savings is
related.

<$499,999

3 years




Federal funding: Please provide a precise indication of how the federal government could fund your
recommendation. For example, indicate what federal spending should be reallocated, what federal tax
measure(s) should be introduced, eliminated or changed, etc.

The inclusion of energy efficient heating, cooling and lighting systems in Class 43.2 would
lower direct government revenues by approximately $90 million over three years. These
declines would be offset by increased revenues in the order of $20 to $30 million derived from
businesses involved in the distribution, sales and installation of energy efficient building
heating, cooling, and lighting systems. Within five to ten years, the impact of the policy change
should produce net tax increases for governments and fewer associated expenditures related
to energy production.

Intended beneficiaries: Please indicate the groups of individuals, the sector(s) and/or the regions that would
benefit by implementation of your recommendation.

The beneficiaries of the proposed policy would be both businesses and individual Canadians.
While the initial benefits would be most directly felt by building owners and those businesses
involved in the manufacture and installation of heating, cooling, and lighting systems, over
time, as electricity demand declines, electrical utilities would become the prime beneficiaries
with the significant decline of generation costs.

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living
of Canadians would be improved, jobs would be created, people would be trained, etc.

Lower domestic demand for electricity would permit public utilities to reduce energy
production, sell surplus production into the United States, or delay costly new expenditures on
additional production capacity. Building owners, residents, and leaseholders would also
benefit from less-expensive energy bills.

Topic: Financial services and other financial issues

Recommendation 3: Please provide a short summary of your recommendation.

\While credit markets have improved since 2008, P3 financiers have intensified their
requirements for liquid performance security such as letters of credit. Often valued at 10-15 per
cent of total project value, these can, in the case of foreign contractors, be underwritten by
their export credit agencies with minimal impact on contractors' balance sheets. To ensure
fairness, CCA recommends Export Development Canada retain its domestic authority to use
its performance security guarantee (PSG) program to underwrite letters of credit for Canadian
contractors biding on domestic P3 projects.




Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your

recommendation to the federal government and the period of time to which the expected cost or savings is
related.

<$499,999

Immediately

Federal funding: Please provide a precise indication of how the federal government could fund your

recommendation. For example, indicate what federal spending should be reallocated, what federal tax
measure(s) should be introduced, eliminated or changed, etc.

Permitting EDC to maintain its authority to utilize its PSG program will have no impact on
federal government revenues. Furthermore, since the PSG program has no domestic

equivalent, it is not displacing any domestic product provided by the financial or insurance
industries.

Intended beneficiaries: Please indicate the groups of individuals, the sector(s) and/or the regions that would
benefit by implementation of your recommendation.

The beneficiaries of the recommendation are Canadian contractors. Since performance
security bonds are not typically accepted as an acceptable form of contract security on P3
projects, Canadian firms must underwrite letters of credit from their balance sheets alone.
Foreign firms can utilize their domestic export credit agencies to underwrite letters of credit
when pursuing Canadian P3 projects, providing them with a substantial competitive
advantage. Without access to EDC's PSG program, Canadian contractors will be at a
disadvantage when pursuing domestic P3 projects.

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living
of Canadians would be improved, jobs would be created, people would be trained, etc.

Without access to EDC's PSG program, employment within the domestic construction sector
could suffer, particularly among head office and management personnel. If the domestic P3
market continues to grows at its current pace, it could account for approximately 30-50 per
cent of all public infrastructure tenders in the next ten years. If Canadian companies are not
able to competitively bid on these projects in Canada, their long-term capacity to provide P3
project solutions both at home and abroad will be significantly diminished.




Please use this page if you wish to provide more explanation about your recommendation(s).

From a CCA perspective, current federal policy continues to strike the proper balance between
reducing net government debt while making the strategic investments the economy requires to
improve Canada’s global competitiveness. This year's CCA pre-budget recommendations were
designed with these goals in mind.

CCA recommends amending Class 38 to permit eligible assets to be depreciated at a 25 per
cent rate on a straight-line basis. Assets in this class are used primarily in construction, mining
and forestry, and have a typical useful service life of between five to seven years. Current
declining balance policy only permits 80 per cent asset depreciation after five years and 97 per
cent after ten years. Adopting the CCA recommendation would permit full depreciation over 5
years, better aligning depreciation policy to the actual useful service life of the asset. Since the
use of newer equipment in construction can generate upwards of a 20 per cent improvement in
workforce productivity, any initial costs to the federal treasury should be more than offset by a
corresponding increase in corporate and personal tax revenues resulting from greater labour
productivity.

Similarly, adding energy efficient heating, cooling and lighting systems to Class 43.2 will result
In numerous positive benefits for the economy, individual taxpayers and ultimately,
governments across Canada. Since adoption of this policy would encourage building owners to
replace the most energy intensive systems in their buildings with less energy consuming
equivalents, the net energy savings could be upwards of 20 per cent. While the impact on
federal revenues could reach $100 million over three years, the overall net impact of lower
building operating costs and government savings on generating capacity would more than offset
the lost revenue.

Finally, CCA recommends Export Development Canada be permitted to retain its domestic
authority using its PSG program to underwrite letters of credit for Canadian contractors on
domestic P3s. With financiers now demanding letters of credit worth 10-15 per cent of the total
project value, Canadian firms must tie up sizable amounts of their credit capacity when working
on domestic P3 projects. Foreign contractors, however, can use their export credit agencies to
underwrite their participation in Canadian P3 projects, providing a competitive advantage over
Canadian contractors. As a result of the Budget 2009 decision to permit EDC to become active
in the domestic market, the competitive playing field was levelled, with no impact on federal
revenues. As such, CCA strongly recommends EDC be permitted to continue using its PSG
program for domestic P3 financing.

CCA looks forward to appearing before the committee in the fall to expand on the
recommendations contained in this submission. In the interim, if you have any questions or
require additional information pertaining to this submission, please contact Bill Ferreira of CCA
at 613 236-9455.

*Please note that at least one recommendation must be provided
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