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issued in 1955, states that "expenditures 
incurred by a taxpayer in the original con-
struction of greens on a golf course consti-
tute capital expenditures to be added to the 
original cost of the land and are not subject 
to an allowance for depreciation." 

The IRS has consistently been guided 
by this ruling when auditing golf course 
owners. 

"Nobody there [at the IRS] really had a 
clear perspective on the evolution and 
complexity of today's golf courses," said 
Bill Ellis, a partner with KPMG and the 
firm's national director of tax services for 
the golf industry. 

The NGCOA enlisted KPMG's assis-
tance in the negotiations to help fashion a 
professional and comprehensive response 
to any issues arising from the discussion. 
In spearheading the NCGO A's effort, Ellis 
set out to convince IRS officials that golf 
course maintenance is more than general 
landscaping. It also involves construc-
tion, earthmoving, irrigation and other 
major renovations and improvements. 
Those things do depreciate in value, Ellis 
maintained. 

"The only way the golf industry was 
going to have any reasonable chance of 
truly presenting their case and making a 
significant impact on the IRS would be to 
do it in an organized manner and on a 
paid basis," Ellis explained. "The issue 

was too important, too difficult and too 
complex to be handled on a pro bono or 
volunteer basis. If you wanted to have a 
chance at this you had to do it right." 

The IRS was more than willing to coop-
erate with KPMG and the NGCOA, when 
one of its employees pointed out that the 
proposed Audit Techniques Guide (ATG) 
was based on this 1955 ruling. The guide 
was meant as a new effort to provide 
uniform treatment of golf course tax au-
dits. The IRS itself first proposed the 
meeting, to give the course owners a 
chance to present their case. 

OWNERS' ARGUMENT 
The meeting took place here recently 

between members of the NGCOA, KPMG 
and the IRS. "We committed to doing a first-
class educational, non-confrontational pre-
sentation of the industry," Ellis said. 

Fourteen high-level employees of the 
IRS attended, including officials who 
would be directly involved, from the of-
fices of chief counsel, the market seg-
ment specialization program, district 
counsel, appeals, revenue agents, and 
Office of the Taxpayer Advocate and 
Passthroughs. 

Three golf industry experts - Larry 
Hirsch, Michael Hurdzan and Jim Moore 
- explained different aspects of the 
NGCOA's position. 

"Golf Courses have a very intricate sub-
surface construction system," said Hirsch, 
of Pennsylvania-based Golf Property Ana-
lysts. An expert on golf course real es-

tate, he detailed many of the complexities 
involved in the modern golf course. 

"There's a very complex make-up of 
what is underneath the ground," Hirsch 
said. "There's drainage and soil content. 
The bunkers wear out, the tees need to be 
leveled, the grass needs to be replaced. 
The bottom line is that not al-
lowing depreciation on that is an 
unfair advantage for other types 
of real estate." 

Hurdzan, of Hurdzan-Fry in 
Columbus, Ohio, a noted archi-
tect and historian of golf course 
construction, described the evo-
lution and background of this 
industry. Hurdzan pointed out 
the changes that have taken 
place in golf course construction and 
maintenance since the 1950s. Most nota-
bly, he said, course irrigation systems 
did not exist prior to 1959. He argued that 
the golf course has become an entire 
drainage system composed of different 
levels from the soil to sand and drainage 
pipes, down to the irrigation system it-
self. 

Jim Moore, director of the Green Sec-
tion for the United States Golf Associa-
tion, in Waco, Texas, focused his presen-
tation on the wear, tear and obsolescence 
of golf courses. He explained that if the 
irrigation system needs to be replaced, 
the greens also need to be dug up and 
replaced. 

Moore described how changes in the 

game of golf influence course architec-
ture, requiring reconstruction of the 
greens. The layer of gravel underneath 
the green is often composed of lime-
stone, which can break down due to 
mechanical pressure or natural chemi-
cal forces, he said, causing a decline in 

the amount of water being trans-
ported to the drainage lines. 

Moore's presentation went on 
to describe root-zone damage. 
For example, he discussed the 
damaging effect of mowing on 
root systems. The clippings left 
behind accumulate in the upper 
layer of the root zone, causing 
deterioration of growing condi-
tions. 

Turfgrass, Moore contended, is often 
overlooked for its decline in value. Con-
tamination, segregation and mutation are 
all reasons for the depreciation of 
turfgrass. Moore provided in-depth analy-
sis of the ways in which greens, tees, 
bunkers and fairways depreciate. 

Michael Hughes, executive director of 
the NGCOA, described the meeting as 
extremely productive. "I think they [the 
IRS] approached it with an open mind," 
he said. "We provided them with some 
really useful information." 

The IRS, Ellis said, will not issue the 
ATG based on the outdated information 
from 1955. He is hopeful that the course 
owners may even be able to obtain revo-
cation of Revenue Ruling 55-290. t 
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Continental Bridge 27 . 
Enwood Structures 27 . 

. 800-328-2047 320-852-7067 www.continentalbridge.com / conbridg@continentalbridge.com 

. 800-777-8648 919-469-2536 www.enwood@intrex.net 
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www.ybc.com / ybc@ybc.com 
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Kirby Markers.. 
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. 800-925-4729 . 
. 319-266-2638 . 
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. 319-266-9627 . 
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The Andersons 
Becker Underwood 
Dow AgroSciences 
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Zeneca Professional Products. 
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. 5 
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. 800-342-6173 . 

. 302-886-1000 . 

. 419-891-2745 . 

. 515-232-5961 . 

. 800-905-7326 . 

. 800-905-7326 . 

. 973-683-4017. 

. 203-786-5295 . 

. 302-886-1644 . 

. www.andersonsinc.com 

. www.beckerunderwood.com 
,. ww.dowagro.com/turf 
.. ww.dowagro.com/turf 
www.mach-2.com 
www.rootsinc.com 
www.zenecaprofprod.com 
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Aqua S02 27 530-271-0915 530-271-0591 www.aquaso2.com 
www.boardtronics.com BoardTronics 27 800-782-9938 800-326-5045 
www.aquaso2.com 
www.boardtronics.com 

Harrington/Harco Corporation 27 804-845-7094 804-845-8562 www.harcofittings.com 
www.toro.com/golf Toro-lrrigation Div 25 800-367-8676 612-887-7265 
www.harcofittings.com 
www.toro.com/golf 
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Aqua Control, Ine 
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Bird-X 
Dynamax 
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Professional Golf Commerce 
Romtec 

. 27 . 
.23 . 
.27 . 
..24 . 
..26 . 
.27 . 
. 16 . 
.31 . 
..24 . 

. 800-377-0019 . 

. 800-527-1670 . 

. 312-226-2473 . 

. 281-564-5100 . 

. 800-241-5855 . 

. 715-425-951 I . 

. 877-774-8722 . 

. 877-767-6659 . 

. 541-496-3541 . 

. 815-223-0066. 

. 214-349-8950. 

. 3 12-226-2480 . 

. 281-564-5200 . 

. 706-796-4540 . 

. 715-425-2962. 

. 949-759-8131. 

. 303-771-2294. 

. 541-496-0803 . 

www.aquacontrolinc.com 
www.bearcom.com 
www.bird-x.com 

. www.dynamax.com / sales@dynamax.com 
www.ezgo.com 

. www.gillmiller.com 
www.greentrac.com 
www.pgcgolf.com 
www.romtec-inc.com 

MOWERS« T U R F G R O O M I N G EQUIPMENT A N D ACCESSORIES 
Advertiser P a g e Phone Fax Website/Email 
First Products 23 800-363-8780 912-382-0506 www. I stproducts.com / sales@ I stproducts.com 
Formost Construction Co 27 909-698-7270 . 909-698-6170 — 
Jesco Products/Pin high 27 800-422-4748 405-943-0783 www.jescoproducts.com 
John Deere 10-1 I 
National Mower 5 .... 
Precision Small Engine 27 . 
Textron TCASP 32 . 
Turfco, Inc 14 . 
Ty-Crop.. 

. 919-850-0123 919-954-6343 www.deere.com 

. 888-907-3463 651 -646-2887 www.nationalmower.com 

. 800-345-1960 888-973-8032 www.precisionusa.com 

. 888-922-TURF 414-635-1 175 www.ttcsp.textron.com 

. 800-679-8201 612-785-0556 www.turfco.com 
. 7 800-845-7249 604-794-7078 www.tycrop.com / turfsales@tycrop.com 

SEED A N D SOD 
1 Advertiser Page Phone Fax Website/Email 

Barenbrug Northeast* 5 800-435-5296 973-209-0977 — 
Jacklin Seed Co 17 208-773-7581 208-773-4846 jacklin.com 
Pennington Seed 22 800-285-SEED 706-342-8071 www.penningtonseed.com 
Quail Valley Farms 27 800-666-0007 501-975-6286 www.quailvalley.com 
Tee-2-Green 2 503-651-2130 503-651-2351 tee-2-green.com 
TifSport 14 888-584-6598 706-227-7159 www.tifeagle.com 
*Appears in regional editions. 

When requesting 
information, please 
reference GCN 7/00« 

mailto:ww.enwood@intrex.net
http://www.excelbridge.com
http://www.steadfastbridges.com
mailto:sales@steadfastbridge.com
http://www.ybc.com
mailto:ybc@ybc.com
http://www.kirbymarkers.com
mailto:kirbymarkr@aol.com
http://www.standardgolf.com
http://www.andersonsinc.com
http://www.beckerunderwood.com
http://www.mach-2.com
http://www.rootsinc.com
http://www.aquaso2.com
http://www.boardtronics.com
http://www.harcofittings.com
http://www.toro.com/golf
http://www.aquaso2.com
http://www.boardtronics.com
http://www.harcofittings.com
http://www.toro.com/golf
http://www.aquaso2.com
http://www.boardtronics.com
http://www.harcofittings.com
http://www.toro.com/golf
http://www.aquaso2.com
http://www.boardtronics.com
http://www.harcofittings.com
http://www.toro.com/golf
http://www.aquacontrolinc.com
http://www.bearcom.com
http://www.bird-x.com
http://www.dynamax.com
mailto:sales@dynamax.com
http://www.ezgo.com
http://www.gillmiller.com
http://www.greentrac.com
http://www.pgcgolf.com
http://www.romtec-inc.com
http://www.lstproducts.com
mailto:sales@lstproducts.com
http://www.jescoproducts.com
http://www.deere.com
http://www.nationalmower.com
http://www.precisionusa.com
http://www.ttcsp.textron.com
http://www.turfco.com
http://www.tycrop.com
mailto:turfsales@tycrop.com
http://www.penningtonseed.com
http://www.quailvalley.com
http://www.tifeagle.com

