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

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

LIFO; price indexes; department
stores.The July 1999 Bureau of Labor
Statistics price indexes are accepted for
use by department stores employing the
retail inventory and last-in, first-out in-
ventory methods for valuing inventories
for tax years ended on, or with reference
to, July 31, 1999.

Rev. Rul. 99–31
The following Department Store Inven-

tory Price Indexes for July 1999 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, July 31, 1999. 

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
July July from July 1998

Groups 1998 1999 to July 19991

1.  Piece Goods  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 547.7 551.4 0.7
2.  Domestics and Draperies  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 626.7 632.6 0.9
3.  Women’s and Children’s Shoes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 642.3 635.4 –1.1
4.  Men’s Shoes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 906.5 874.8 –3.5
5.  Infants’ Wear  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 606.8 615.1 1.4
6.  Women’s Underwear  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 573.1 560.8 –2.1
7.  Women’s Hosiery  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 307.6 321.3 4.5
8.  Women’s and Girls’Accessories  . . . . . . . . . . . . . . . . . . . . . . . . . . . 539.3 532.8 –1.2
9.  Women’s Outerwear and Girls’ Wear  . . . . . . . . . . . . . . . . . . . . . . . . 389.3 367.0 –5.7

10.  Men’s Clothing  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 613.4 616.1 0.4
11.  Men’s Furnishings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 589.3 618.8 5.0
12.  Boys’ Clothing and Furnishings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 489.4 470.9 –3.8
13.  Jewelry  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 981.5 962.1 –2.0
14.  Notions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 767.3 794.3 3.5
15.  Toilet Articles and Drugs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 947.6 967.1 2.1
16.  Furniture and Bedding  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 683.7 685.0 0.2
17.  Floor Coverings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 602.1 602.2 0.0
18.  Housewares  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 825.5 792.6 –4.0
19.  Major Appliances  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 238.3 235.0 –1.4
20.  Radio and Television  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 71.6 65.7 –8.2
21.  Recreation and Education2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 104.3 98.1 –5.9
22.  Home Improvements2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 131.2 128.1 –2.4
23.  Auto Accessories2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 107.5 106.5 –0.9

Groups  1 – 15:  Soft Goods  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 592.1 588.1 –0.7

Groups 16 – 20:  Durable Goods  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 464.9 449.3 –3.4

Groups 21 – 23:  Misc. Goods2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 108.4 103.7 –4.3

Store Total3  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 545.9 536.7 –1.7 

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



DRAFTING INFORMATION 

The principal author of this revenue
ruling is Richard C. Farley, Jr. of the Of-
fice of Assistant Chief Counsel (Income
Tax and Accounting).  For further infor-
mation regarding this revenue ruling, con-
tact Mr. Farley on (202) 622-4970 (not a
toll-free call). 

Section 453.—Installment
Method

26 CFR 1.453.12: Allocation of unrecaptured
section 1250 gain reported on the installment
method.

T.D. 8836

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Part 1

Capital Gains, Installment Sales,
Unrecaptured Section 1250
Gain

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Final regulations.

SUMMARY: This document contains
final regulations relating to the taxation of
capital gains on installment sales of de-
preciable real property.  The regulations
interpret changes made by the Taxpayer
Relief Act of 1997, as amended by the In-
ternal Revenue Service Restructuring and
Reform Act of 1998 and the Omnibus
Consolidated and Emergency Supplemen-
tal Appropriations Act of 1999.  The regu-
lations affect persons required to report
capital gain from an installment sale
where a portion of the capital gain is unre-
captured section 1250 gain and a portion
is adjusted net capital gain.

DATES: Effective Date:These regula-
tions are effective August 23, 1999.

Applicability Date: These regulations
apply to installment payments properly
taken into account after August 23, 1999.

FOR FURTHER INFORMATION CON-
TACT: Susan Kassell, (202) 622-4930
(not a toll-free number).

SUPPLEMENTARY INFORMATION:

Background

This document contains amendments to
the Income Tax Regulations (26 CFR Part
1).  On January 22, 1999, a notice of pro-
posed rulemaking (REG–110524–98,
1999–10 I.R.B. 55) relating to the taxation
of capital gains on installment sales of de-
preciable real property was published in
the Federal Register(64 F.R. 3457).  No
comments were received from the public
in response to the notice of proposed rule-
making.  No public hearing was requested
or held.  The proposed regulations are
adopted without substantive change by this
Treasury decision.

Explanation of Provisions

In 1997 Congress amended section 1(h)
generally to reduce the maximum capital
gain tax rates for individuals.  As
amended, section 1(h) generally divides a
taxpayer’s net capital gain into several
rate groups.  A maximum marginal rate of
28 percent applies to 28-percent rate gain,
which is not pertinent to these final regu-
lations.  A maximum marginal rate of 25
percent applies to unrecaptured section
1250 gain (25-percent gain), which is de-
fined in section 1(h)(7)(A) as the amount
of long-term capital gain (not otherwise
treated as ordinary income) that would be
treated as ordinary income if section
1250(b)(1) included all depreciation and
the applicable percentage under section
1250(a) were 100 percent, reduced by any
net loss in the 28-percent rate category.  A
maximum marginal rate of 20 percent ap-
plies to adjusted net capital gain (20/10-
percent gain), defined in section 1(h)(4)
as the portion of net capital gain that is
not taxed at the 28-percent or 25-percent
rates.  A reduced rate of 10 percent is ap-
plied to the portion of the taxpayer’s ad-
justed net capital gain that would other-
wise be taxed at a 15-percent rate.

Under the final regulations, if a portion
of the capital gain from an installment
sale of real depreciable property consists
of 25-percent gain, and a portion consists
of 20/10-percent gain, the taxpayer is re-
quired to take the 25-percent gain into ac-
count before the 20/10-percent gain, as
payments are received.  In addition, an
example in the regulations illustrates that

section 1231 gain from an installment sale
that is recharacterized as ordinary gain
under section 1231(c) is deemed to con-
sist first of 25-percent gain, and then
20/10-percent gain.  Consistent with this
treatment and with the general rule that
25-percent gain is taken into account first,
another example in the regulations illus-
trates that, where there is installment gain
that is characterized as ordinary gain
under section 1231(a) because there is a
net section 1231 loss for the year, the gain
is treated as consisting of 25-percent gain
first, before 20/10-percent gain, for pur-
poses of determining how much 25-per-
cent gain remains to be taken into account
in later payments.

The final regulations also provide that
the capital gain rates applicable to install-
ment payments that are received on or
after the effective date of the 1997 Act
from sales prior to the effective date are
determined as if, for all payments re-
ceived after the date of sale but before the
effective date, 25-percent gain had been
taken into account before 20/10-percent
gain.  The regulations further provide
that, in the event the cumulative amount
of 25-percent gain actually reported in in-
stallment payments received during the
period between the effective date of sec-
tion 1(h) and the effective date of these
regulations was less than the amount that
would have been reported using the front-
loaded allocation method of the regula-
tions, the amount of 25-percent gain actu-
ally reported, rather than an amount
determined under a front-loaded alloca-
tion method, must be used in determining
the amount of 25-percent gain that re-
mains to be reported.

Special Analyses

It has been determined that this Trea-
sury decision is not a significant regula-
tory action as defined in Executive Order
12866.  Therefore, a regulatory assess-
ment is not required.  It also has been de-
termined that section 553(b) of the Ad-
ministrative Procedure Act (5 U.S.C.
chapter 5) does not apply to these regula-
tions, and because these regulations do
not impose a collection of information on
small entities, the Regulatory Flexibility
Act (5 U.S.C. chapter 6) does not apply.
Pursuant to section 7805(f) of the Internal
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