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EXAMPLES ILLUSTRATING THE APPLICATION OF SECTION 
206 OF H. R. 6426 I 

l. Ta,xpayer A is a farm er. On February 1, 195:3, he bega~~ 
construction of a corncrib to store corn t.o be gTown on his farm. The 
crib was complet.ed ~farch 20, 1953, and the cost was $5,000. He i$ 
on the calendar-year basis n.nd, in his return for 1953, filed in 11arch 
1954, he elected the 50-month n.mortizatioll (one-sixtietb of $5,000 or 
$100 each month) beginning with April 1953. The amortization 
deductions, n.s cOlnpared with ordinary depreciation on the basis of 
the normal 30-year life , are as follows: 

Pcriod~ 
Amort.iza- D eprecia-

tion timi 
-------_._------ - -----_._---------------- ---------
9 months of 1953 _____________ ____ _____________________ ____________________ __ _ $900 $150 1954 ___ ___ _________________________________________________________________ _ 1.200 200 
1955 ________________________________________________________________________ _ 1,200 200 1956 ______________ ___ _________________ _____________ __________ __ _____________ _ 1,200 200 
1()57 ____ ______ ________ ________________ __________ _____________ ___ ____________ _ 1.200 200 1958 ______ __ _______________________ ___ __________ ____________________________ _ 300 200 
1959 ___ __________ _____ _________________ __________________ _________ _________ _ 0 2011 
1960-82 ______ .. ____________________________________________________________ _ . _ 0 4. 600 
19S3___ __ ______ ___________ ____________ _____ _ ____________________ __________ _ 0 !i0 

Tot'll ___________ _______________ ________________ _______ __________ ___ _ 1).000 1).01)0 

2. Tn.xpayer A Inay decide tlmt., ov('rall, his tax liability woul(t 
be less jf he deducted the 50- mont.h flJInortizn.t.ion for a while and. 
then deducted the balance over a long period through ordinary de·­
prcciation. He may elect, as l)('fore , to use the 50-montll mnortiu,­
tion and then, say in Decemher 1955, give not.ice to the Commissi()ilt-\ r 
that. sl1ch amortizt).t.ion will be diseontinll ecl beginning ,,-it.h January 
1955. His amort.ization deductions will 1)('. $900 for 195:3 and $l,:WO 
for 1954 n.nd 1955. As of ,]n.nunry 1, 195G, 11C \'.rill hnve cleductNi 
$3,300 , leflving $2,700 to be deducted through ordinary d('p1'l'('i ;), ­
tion. Since the normal useful life of a corncrib is ilbollt ~30 ~T('ars, 
and since nearly :3 years had eln.psed as of ,Jalhtn.ry 1. 1956, tI l!': 
subsequent deductions \vould be OIl<' hventy-seventh of $2,700 or 
$100 each year until 198:3. 

3. Tn.xpn,yer B bega,n on ,In.nuary 2, 1954, t.he eonstruct,ioll of a n 
elevator-type warehouse, int.ended to he used by the puhlic for t.he 
storage of grn.in_ It was completed Oil June 20, 1954, and cost. 
$300,000. In his return for the calendar year 1954, filed in ~Ianh 
1955, B ('lected to deduct 50-Inonth amortization (one sixtie t.h of 
$300,000 or $5,000 per month) beginning with July 1954. In 1956 
B enbrgcd t.he structure and altered the handling facilitit,s so us t o 
increase the capacity of the eleyator_ The cost of t.lu'sc changes 
was $48,000 and tJ1ey were complded in June. In his ret.urn for 
1956, filed in 1 9[)7, B cleet('d 50-mont 11 amortizat.ion of this addi-



2 ILLU STRATING APPLICATION OF SECTION 206 OF H. R. 6426 

tiona.l expenditure (one-sixtieth of $48,000 or $800 pel' month), 
'beginning with July 1956. Such a grain elevator normally has a 
useful life of about 50 years. The allowable deductions, as com­
pared with ordinary depreciation, are as follows: 

i : , Periods Amortization Depreciation 

6 months of 1954 ______________________________ - _______ - _ - - - _ - - - - - - - _ -- - _ _ $30,000 
1955 ____________________________________________________________ -___ ___ _ _ 60,000 
1956 ___________________________________________ '_____ _ ___ _ _____ _ _ _ _ _ _ _ _ ___ 60,000 
1957 _ _ _ _ _ _ _ _ ____ __ ___ _ _ _ _ _ _ _ _ _ _ _ __ _ __ __ __ _ _ __ _ _ _ _ _ __ __ _ _ __ __ __ _ _ _ _ _ __ _ _ __ 60,000 
1958_ _ _ _ _ _ _ _ _ _ __ _ _ __ _ __ _ _ _ _ __ _ _ __ __ _ __ _ ___ _ __ _ __ _ __ _ ____ _ __ __ __ _ _ __ _ _ __ _ _ 60,000 
1959 _______________ ' ___ : ____________ ' _____ ' ______________________ '__ ____ __ __ _ 30,000 

i~~= = = = = =~==~~= === = ====== = === = === = ======== === == ========= === = == =~= == ==='= = 1,,962- 2003 ___ _______ " ___________ __ ___________________________ - __ - __ - _ - ___ _ 
2004 ___ " ___ _ c ___________ ' ________________ ' __________________________ _ _____ _ 

$4,800 
9,600 
9,600 
9,600 
9,600 
4,800 

300, 000 48, 000 

o 

~ : 

$3,000 
6,000 
6,500 
7,000 
7,000 
7,000 
7,000 
7,000 

294,000 
3,500 

348,000 


