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Rev. Rul. 98–35
The following Department Store Inven-

tory Price Indexes for   May 1998 were is-
sued 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, May 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.

BUREAU OF LABOR STATISTICS, DEPARTMENT STORE 
INVENTORY PRICE INDEXES BY DEPARTMENT GROUPS 

(January 1941 = 100, unless otherwise noted) 
Percent Change

Groups May May from May 1997
1997 1998 to May 19981

1.  Piece Goods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 529.2 534.6 1.0
2.  Domestics and Draperies  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 649.3  637.0 –1.9
3.  Women’s and Children’s Shoes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 663.7 664.2 0.1
4.  Men’s Shoes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 918.8 907.9 –1.2
5.  Infants’ Wear  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 642.0 629.1 –2.0
6.  Women’s Underwear  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 537.7 576.1 7.1
7.  Women’s Hosiery  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 296.7 306.1 3.2
8.  Women’s and Girls’ Accessories  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 566.2 546.5 –3.5
9.  Women’s Outerwear and Girls’ Wear  . . . . . . . . . . . . . . . . . . . . . . . . 435.1 425.4 –2.2

10.  Men’s Clothing  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 630.2 634.5 0.7
11.  Men’s Furnishings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 601.9 608.6 1.1
12.  Boys’ Clothing and Furnishings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 500.2 497.9 –0.5
13.  Jewelry  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1004.9 986.2 –1.9
14.  Notions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 755.8 786.5 4.1
15.  Toilet Articles and Drugs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 907.2 951.0 4.8
16.  Furniture and Bedding  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 673.4 682.1 1.3
17.  Floor Coverings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 592.7 602.7 1.7
18.  Housewares  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 806.3 814.2 1.0
19.  Major Appliances  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 242.0 238.5 –1.4
20.  Radio and Television . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76.7 72.1 –6.0
21.  Recreation and Education2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 109.8 105.1 –4.3
22.  Home Improvements2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 132.4 134.3 1.4
23.  Auto Accessories2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 107.2 106.6 –0.6

Groups  1 – 15:  Soft Goods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 612.3 612.0 0.0

Groups 16 – 20:  Durable Goods  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 465.4 462.5 –0.6

Groups 21 – 23:  Misc. Goods2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 112.2 109.1 –2.8

Store Total3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 560.7 557.9 –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, foods, liquor, to-
bacco, and contract departments. 



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 4082.—Exemptions for
Diesel Fuel and Kerosene

26 CFR 48.4082–8T: Kerosene; exemption for
aviation-grade kerosene (temporary).

T.D. 8774
DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Parts 48, 145, and 602

Kerosene Tax; Aviation Fuel Tax;
Tax on Heavy Trucks and
Trailers

AGENCY:  Internal Revenue Service
(IRS), Treasury.

ACTION:  Temporary regulations.

SUMMARY:  This document contains
temporary regulations relating to the
kerosene and aviation fuel excise taxes
and the tax on the first retail sale of certain
tractors and truck, trailer, and semitrailer
chassis and bodies (heavy vehicles).  The
regulations provide rules for the kerosene
tax, the refund available to certain avia-
tion producers, and the tax on heavy vehi-
cles.  The regulations relating to kerosene
affect the tax liability of certain industrial
users, refiners, terminal operators,
throughputters, and persons that sell, buy,
or use kerosene.  The regulations relating
to aviation fuel affect certain producers,
retailers, and users of aviation fuel.  The
regulations relating to the tax on heavy
vehicles affect vehicle manufacturers and
dealers.  The text of these regulations also
serves as the text of the proposed regula-
tions set forth in REG–119227–97, 
page 13 of this Bulletin.

DATES:  These regulations are effective
July 1, 1998.  For dates of applicability,
see §§48.4082–6T, 48.4082–7T(b),
48.4082–8T(f), 48.4082–9T(b), 48.4091-
3T(f), 48.4101–3T(e), 48.6427–10T(c),

48.6427–11T(g), and 145.4052–1(a)-
(2)(ii).

FOR FURTHER INFORMATION CON-
TACT: Frank Boland (202) 622-3130 (not
a toll-free call). 

SUPPLEMENTARY INFORMATION:

Paperwork Reduction Act 

These temporary regulations are being
issued without prior notice and public
procedure pursuant to the Administrative
Procedure Act (5 U.S.C. 553).  For this
reason, the collection of information con-
tained in these regulations has been re-
viewed and, pending receipt and evalua-
tion of public comments, approved by the
Office of Management and Budget under
control number 1545–1608.  Responses to
this collection of information are required
to obtain a tax benefit. 

An agency may not conduct or sponsor,
and a person is not required to respond to,
a collection of information unless the col-
lection of information displays a valid
OMB control number.

For further information concerning this
collection of information, and where to
submit comments on the collection of in-
formation and the accuracy of the esti-
mated burden, and suggestions for reduc-
ing this burden, please refer to the
preamble to the notice of proposed rule-
making in REG–119227–97.

Books or records relating to a collec-
tion of information must be retained as
long as their contents may become mater-
ial in the administration of any internal
revenue law.  Generally, tax returns and
tax return information are confidential, as
required by 26 U.S.C. 6103.

Background  

This document contains amendments
to excise tax regulations  (26 CFR parts
48 and 145) that implement certain
changes made by the Taxpayer Relief Act
of 1997 (the 1997 Act) relating to taxes
on kerosene, aviation fuel, and heavy 
vehicles.

Kerosene; the 1997 Act  

Section 4081 imposes a tax on certain
removals, entries, and sales of taxable
fuel.  Before July 1, 1998, taxable fuel
means gasoline and diesel fuel.  As of that

date, however, the definition of taxable
fuel is expanded by the 1997 Act to in-
clude kerosene.  Thus, after June 30,
1998, tax is imposed on the removal of
kerosene from a terminal at the terminal
rack.  

In addition, the 1997 Act extends the
rules for the exemption of dyed diesel fuel
to dyed kerosene.  Thus, tax is not im-
posed on kerosene that (1) the IRS deter-
mines is destined for a nontaxable use
(such as for heating), (2) is indelibly dyed
in accordance with IRS regulations, and
(3) meets any marking requirements that
may be prescribed in regulations.  

Also, the 1997 Act provides that
undyed kerosene that is destined for a
nontaxable use may be removed, entered,
or sold tax free in three situations.  First,
in the case of aviation-grade kerosene,
dyeing is not required if the kerosene is
received by a person that is registered by
the IRS for purposes of the aviation fuel
tax imposed by section 4091.  Second,
dyeing is not required for feedstock
kerosene that is received from a pipeline
or vessel by a registered kerosene feed-
stock user.  Kerosene used as a feedstock
by other persons is exempt from the dye-
ing requirement to the extent provided by
regulations.  Finally, to the extent pre-
scribed by regulations, dyeing is not re-
quired if kerosene is received by a regis-
tered wholesale distributor that sells
kerosene exclusively to ultimate vendors
that sell kerosene from a pump that is not
suitable for use in fueling any diesel-pow-
ered highway vehicle or train (a blocked
pump). 

The 1997 Act adds section 4101(e) to
provide that a terminal for kerosene or
diesel fuel cannot be an approved termi-
nal unless the operator of the terminal of-
fers dyed diesel fuel and dyed kerosene
for removal for nontaxable use.  This pro-
vision is not applicable until July 1, 2000.

The 1997 Act generally applies to
kerosene the credit and refund rules that
apply to diesel fuel.  Thus, a credit or re-
fund is allowable to a registered ultimate
vendor that sells taxed, undyed kerosene
for use on a farm for farming purposes or
for the exclusive use of a state or local gov-
ernment.  In addition, a credit or refund is
allowable to a registered ultimate vendor
that sells taxed, undyed kerosene from a
blocked pump or, to the extent provided by
the Secretary of the Treasury, for blending
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