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Tax Court: Landfill reclamation, clean-up costs under 
section 468 not limited to accrual-method taxpayers 
 
The U.S. Tax Court today issued a “reviewed opinion” holding that, for purposes of 
landfill reclamation and closing costs, references to “taxpayer” in section 468 mean 
both cash-method taxpayers and accrual-method taxpayers. 
 
The case is: Gregory v. Commissioner, 149 T.C. No. 2 (July 11, 2017). Read the Tax 
Court opinion [PDF 142 KB] that includes a concurring opinion. 
 
Summary 
 
The taxpayers incorporated their landfill business as a cash-method taxpayer, and 
elected S corporation status. For the years at issue (2008 and 2009), the taxpayers 
claimed deductions under section 468—the Code provision that allows a “taxpayer” to 
deduct current clean-up costs for landfills. 
 
The IRS disallowed the claimed deductions and asserted that the term “taxpayer” in 
section 468 refers to a taxpayer that uses the accrual method of accounting. The 
issue before the Tax Court was whether the language of section 468 limits its 
application to accrual-method taxpayers. 
 
The Tax Court today explained that section 468 does not define “taxpayer” and 
specifically does not limit the election to deduct qualified reclamation or closing costs 
to accrual-method taxpayers.  
 
After examining the legislative history behind section 468, the majority noted that 
taxpayers involved in landfill operations must comply with numerous environmental-
protection laws at the federal, state, and local level and that these costs can be large. 
Thus, section 468 is intended to lessen the burden by helping to match income and 
expenses.  
 

http://www.ustaxcourt.gov/UstcInOp/OpinionViewer.aspx?ID=11345
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The Tax Court closed its opinion by noting that the term “taxpayer” as used in section 
468 is not defined; given that section 468 does not itself define “taxpayer,” the general 
definition under section 7701(a)(14) applies; and therefore, for these purposes, 
“taxpayer” includes cash-method taxpayers and is not limited to accrual-method 
taxpayers. 
 
 
The information contained in TaxNewsFlash is not intended to be "written advice concerning one or more Federal tax matters" 
subject to the requirements of section 10.37(a)(2) of Treasury Department Circular 230, as the content of this document is issued 
for general informational purposes only, is intended to enhance the reader’s knowledge on the matters addressed therein, and is 
not intended to be applied to any specific reader’s particular set of facts. Although we endeavor to provide accurate and timely 
information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be 
accurate in the future. Applicability of the information to specific situations should be determined through consultation with your 
tax adviser. 

KPMG International is a Swiss cooperative that serves as a coordinating entity for a network of independent member firms. 
KPMG International provides no audit or other client services. Such services are provided solely by member firms in their 
respective geographic areas. KPMG International and its member firms are legally distinct and separate entities. They are not 
and nothing contained herein shall be construed to place these entities in the relationship of parents, subsidiaries, agents, 
partners, or joint venturers. No member firm has any authority (actual, apparent, implied or otherwise) to obligate or bind KPMG 
International or any member firm in any manner whatsoever. 

Direct comments, including requests for subscriptions, to Washington National Tax. For more information, contact KPMG’s 
Federal Tax Legislative and Regulatory Services Group at + 1 202.533.4366, 1801 K Street NW, Washington, DC 20006-1301.  

To unsubscribe from TaxNewsFlash-United States, reply to Washington National Tax. 

Privacy | Legal 

 

mailto:US-KPMGWNT@kpmg.com?subject=Comments%20and%20requests
mailto:US-KPMGWNT@kpmg.com?subject=Unsubscribe:%20TaxNewsFlash
https://home.kpmg.com/us/en/home/misc/privacy.html
https://home.kpmg.com/us/en/home/misc/legal.html

	TaxNewsFlash
	Tax Court: Landfill reclamation, clean-up costs under section 468 not limited to accrual-method taxpayers


