
MANAGEMENT 
IRS dose to depreciation ruling 
B y A N D R E W O V E R B E C K 

WASHINGTON — The Inter-
nal Revenue Service (IRS) is close 
to releasing a preliminary deci-
sion on the National Golf Course 
Owners Association's initiative to 
update the tax code to allow golf 
course owners to depreciate 
greens, sand bunkers and tees. 

The NGCOA, working with na-
tional accounting firm KPMG, pro-
vided additional technical and fac-
tual information to an IRS panel 
during a two-day meeting in late 
July. 

"It does appear that an adminis-
trative resolution may be attain-
able if specific golf course land 

improvements can be distinguish-
able from other land improve-
ments as a matter of their con-
struction and content and if a 
useful life can be demonstrated," 
said Bill Ellis, a KPMG partner 
handling the action. 

In light of this criteria, fairways 
were removed from the industry's 
request for resolution. 

"What we had to recognize was 
that the question, 'Can you depre-

ciate land?' is a very touchy sub-
ject with the IRS because other 
groups are trying to depreciate 
land," said Ellis. "We can distin-
guish golf course improvements 
such as greens, tees and bunkers 
as being constructed because 
those include multiple layers of 
materials, drainage, and so on. It 
is harder to argue that the cost of 
putting in topsoil and turf should 
be eligible for depreciation be-
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cause it still represents land." 
Drainage and irrigation systems 
underneath fairways may be de-
preciated under current law. 

Although many of the IRS offi-
cials are not golfers, Ellis is hope-
ful that the presentations brought 
them up to speed on the construc-
tion processes and the nature of 
golf course components. 'They 
understand and appreciate factu-
ally our positions," he said. "Be-
fore, they would just look at a golf 
course and see land." 

The current tax code made 
sense prior to 1960, according to 
Ellis, because at that time most 
courses were nothing but push up 
greens or natural soil. However, 
as the industry has changed so 
have the construction methods, 
and that is what brought expanded 
depreciation into play. Currently, 
only cart paths, drainage and irri-
gation are eligible for deprecia-
tion. 

The potential financial benefit 
to golf course owners if the rules 
are changed is huge. "We are talk-
ing about no depreciation versus 
a tax benefit," said Ellis. "Over the 
15-year depreciable life of the as-
set, the tax benefits will have a 
value of five to 10 percent of the 
total construction cost of a golf 
course." 

Ellis also pointed out that since 
this a factual change, not a change 
in law, the expanded depreciation 
rules would apply to courses new 
and old. "Courses that have not 
claimed depreciation should be 
able to start claiming deprecia-
tion," he said. 

By the end of the month Ellis 
expects a preliminary response 
from the IRS. The industry will 
have the opportunity to review and 
discuss it before the ruling be-
comes public. 

DORAL GOLF 

Doral Golf, an affiliate of 
Meristar Hotels & Resorts, was 
inadvertently omitted from the 
management company chart that 
appeared in the June 2000 issue 
of Golf Course News . 
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COURSE LIST 
Cranwell Golf Course, Lenox, Mass. 
Cleghorn Golf Club, Rutherfordton, 
N.C. 
Doral Palm Springs Golf Club, Ca-
thedral City, Calif 
Elkhorn Resort, Sun Valley, Idaho 
Lake Breeze Golf Club, 
Winneconne, Wis. 
Nordic Hills Resort, Itasca, III. 
Poco Diabo Resort, Sedona, Ariz. 
Redfish Point at South Seas Resort, 
Captiva Island, Fla. 
Serenoa Golf Club, Sarasota, Fla. 
The Dunes Golf & Tennis Club, 
Sanibel, Fla. 
Toftrees Resort Golf Course, State 
College, Pa. 
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