
 

 

Section 472.—Last-in, First-out
Inventories 

26 CFR 1.472–1:  Last-in, first-out inventories. 

LIFO; price indexes; department stores. The
January 1998 Bureau of Labor Statistics price in-
dexes are accepted for use by department stores em-
ploying the retail inventory and last-in, first-out in-
ventory methods for valuing inventories for tax years
ended on, or with reference to, January 31, 1998.

Rev. Rul. 98–16
The following Department Store Inven-

tory Price Indexes for   January 1998 were
issued by the Bureau of Labor Statistics.
The indexes are accepted by the Internal

Revenue Service, under § 1.472–1(k) of
the Income Tax Regulations and Rev.
Proc. 86–46, 1986–2 C.B. 739, for appro-
priate application to inventories of depart-
ment stores employing the retail inven-
tory and last-in, first-out inventory
methods for tax years ended on, or with
reference to, January 31, 1998. 

The Department Store Inventory Price
Indexes are prepared on a national basis
and include (a) 23 major groups of depart-
ments, (b) three special combinations of
the major groups - soft goods, durable
goods, and miscellaneous goods, and (c) a
store total, which covers all departments,
including some not listed separately, ex-
cept for the following:  candy, food,
liquor, tobacco, and contract departments. 
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BUREAU OF LABOR STATISTICS, DEPARTMENT STORE 
INVENTORY PRICE INDEXES BY DEPARTMENT GROUPS 

(January 1941 = 100, unless otherwise noted) 

Percent Change
Groups Jan. Jan. from Jan. 1997

1997 1998 to Jan. 19981

1.  Piece Goods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 536.5 536.7 0.0
2.  Domestics and Draperies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 648.0 627.9 –3.1
3.  Women’s and Children’s Shoes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 636.8 656.3 3.1
4.  Men’s Shoes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 895.6 890.5 –0.6
5.  Infants’ Wear  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 622.7 619.0 –0.6
6.  Women’s Underwear  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 522.0 558.3 7.0
7.  Women’s Hosiery  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 291.3 304.6 4.6
8.  Women’s and Girls’ Accessories  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 539.6 544.1 0.8
9.  Women’s Outerwear and Girls’ Wear  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 404.3 395.6 –2.2

10.  Men’s Clothing  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 614.3 614.6 0.0
11.  Men’s Furnishings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 580.0 584.2 0.7
12.  Boys’ Clothing and Furnishings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 478.5 504.4 5.4
13.  Jewelry  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 993.2 981.2 –1.2
14.  Notions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 773.4 803.3 3.9
15.  Toilet Articles and Drugs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 906.5 929.7 2.6
16.  Furniture and Bedding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 658.4 662.8 0.7
17.  Floor Coverings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 579.1 583.9 0.8
18.  Housewares  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 818.0 811.8 –0.8
19.  Major Appliances  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 246.8 241.8 –2.0



DRAFTING INFORMATION 

The principal author of this revenue
ruling is Stan Michaels  of the Office of
Assistant Chief Counsel (Income Tax and
Accounting).  For further information re-
garding this revenue ruling, contact Mr.
Michaels on (202) 622-4970 (not a toll-
free call). 

Section 905.—Applicable Rules

26 CFR 1.905–2: Conditions of allowance of credit.

T.D. 8759

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Part 1 

Filing Requirements for Returns
Claiming the Foreign Tax Credit

AGENCY:  Internal Revenue Service
(IRS), Treasury.

ACTION:  Final Regulation.

SUMMARY:  This document contains a
final regulation relating to the substantia-
tion requirements for taxpayers claiming
foreign tax credits.  The regulation is nec-
essary to provide guidance to U.S. tax-
payers who claim foreign tax credits.

DATES:  Effective date:This regulation
is effective January 27, 1998.

Applicability dates: This regulation is
applicable for tax returns whose original
due date falls on or after January 1, 1988.

FOR FURTHER INFORMATION CON-
TACT:  Joan Thomsen, (202) 622-3850
(not a toll-free call).

SUPPLEMENTARY INFORMATION:

Background

On January 13, 1997, the IRS pub-
lished in the Federal Registera notice of
proposed rulemaking (REG–208288–90
[1997–1 C.B. 722]) at 62 F.R. 1700, relat-
ing to the filing requirements for returns
claiming the foreign tax credit (the pro-
posed regulation).

Written comments responding to the
proposed regulation were received.  A
public hearing was requested and sched-
uled but was later canceled when the one
requester withdrew the request to testify.
After consideration of all of the written
comments, the proposed regulation under
section 905(b) is adopted as revised by
this Treasury Decision.  

Summary of Comments and Final
Regulations

The commenters argued that the in-
terim credit notion incorporated in the
proposed regulations from Continental
Illinois, T.C. Memo 1991–66, 61 T.C.M.
(CCH) 1916 (1991), aff ’d in part and
rev’d in part, 998 F.2d 513, 516–17 (7th

Cir. 1993), was misapplied and that the
proposed amendment to §1.905–2(b)(3)
denied district directors the flexibility to
find compliance with section 905(b) un-
less the taxpayer produces receipts (or
other direct evidence of payment) in order
to prove that the taxes actually were paid
to the foreign government.  They argued
that, even if the district director should be
able to require such proof in cases such as
Continental Illinois,district directors
must have the flexibility to accept lesser
proof.  They argued that a portfolio holder
of publicly-traded foreign securities, for
example, will not be able to obtain proof
in the form of receipts evidencing that the
issuer of the securities actually paid the
withheld taxes to the foreign government.

The comment letters are correct that the
regulations historically have allowed the
district director flexibility to determine
that section 905(b) is satisfied without the
production of tax receipts evidencing that
the tax has been paid to the foreign gov-
ernment.  Treasury and the IRS did not in-
tend that the amendment to §1.905–
2(b)(3), as proposed, deny the district di-
rector the flexibility to accept secondary
evidence of the foreign tax payment
where it has been established to the satis-
faction of the district director that it is im-
possible to furnish a receipt for such for-
eign tax payment.  The amendment was
merely intended to clarify that proof of
the act of withholding through secondary
evidence is not, per se, equivalent to proof
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BUREAU OF LABOR STATISTICS, DEPARTMENT STORE 
INVENTORY PRICE INDEXES BY DEPARTMENT GROUPS—Continued 

(January 1941 = 100, unless otherwise noted) 

Percent Change
Groups Jan. Jan. from Jan. 1997

1997 1998 to Jan. 19981

20.  Radio and Television  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 78.4 73.5 –6.3
21.  Recreation and Education2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 111.7 108.3 –3.0
22.  Home Improvements2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 132.9 134.0 0.8
23.  Auto Accessories2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 107.6 107.8 0.2

Groups  1 – 15:  Soft Goods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 592.0 593.1 0.2

Groups 16 –  20:  Durable Goods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 469.9 461.9 –1.7

Groups 21 – 23:  Misc. Goods2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 113.6 111.5 –1.8

Store Total3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 550.0 547.5 –0.5

1Absence of a minus sign before percentage change in this column signifies price increase. 
2Indexes on a January 1986=100 base.
3The store total index covers all departments, including some not listed separately, except for the following:  candy, food, liquor, to-
bacco, and contract departments. 


