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Part I. Rulings and Decisions Under the Internal Revenue Code of 1986
Section 472.—Last-in, First-out
Inventories 

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

LIFO; price indexes; department
stores. The December 2000 Bureau of
Labor Statistics price indexes are ac-
cepted for use by department stores em-
ploying the retail inventory and last-in,
first-out inventory methods for valuing
inventories for tax years ended on, or with
reference to, December 31, 2000.

Rev. Rul. 2001–9

The following Department Store
Inventory Price Indexes for December
2000 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 appropriate applica-
tion to inventories of department stores
employing the retail inventory and last-in,
first-out inventory methods for tax years

ended on, or with reference to, December
31, 2000. 

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,
except 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 Dec. Dec. from Dec. 1999

1999 2000 to Dec. 20001

1.  Piece Goods  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 512.9 489.0 -4.7
2.  Domestics and Draperies  . . . . . . . . . . . . . . . . . . . . 619.5 614.5 -0.8
3.  Women’s and Children’s Shoes  . . . . . . . . . . . . . . . 631.0 647.4 2.6
4.  Men’s Shoes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 887.4 901.8 1.6
5.  Infants’ Wear  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 650.0 631.7 -2.8
6.  Women’s Underwear  . . . . . . . . . . . . . . . . . . . . . . . 561.6 567.2 1.0
7.  Women’s Hosiery . . . . . . . . . . . . . . . . . . . . . . . . . . 325.0 342.9 5.5
8.  Women’s and Girls’ Accessories . . . . . . . . . . . . . . . 526.2 533.8 1.4
9.  Women’s Outerwear and Girls’ Wear  . . . . . . . . . . . 393.5 381.8 -3.0

10.  Men’s Clothing  . . . . . . . . . . . . . . . . . . . . . . . . . . . 610.1 584.0 -4.3
11.  Men’s Furnishings  . . . . . . . . . . . . . . . . . . . . . . . . . 626.0 618.3 -1.2
12.  Boys’ Clothing and Furnishings  . . . . . . . . . . . . . . . 506.4 487.8 -3.7
13.  Jewelry . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 924.8 910.2 -1.6
14.  Notions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 768.3 795.1 3.5
15.  Toilet Articles and Drugs  . . . . . . . . . . . . . . . . . . . . 981.7 984.4 0.3
16.  Furniture and Bedding  . . . . . . . . . . . . . . . . . . . . . . 688.5 692.8 0.6
17.  Floor Coverings  . . . . . . . . . . . . . . . . . . . . . . . . . . . 602.7 628.7 4.3
18.  Housewares  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 786.9 769.3 -2.2
19.  Major Appliances  . . . . . . . . . . . . . . . . . . . . . . . . . . 234.9 229.6 -2.3
20.  Radio and Television  . . . . . . . . . . . . . . . . . . . . . . . 63.2 57.1 -9.7
21.  Recreation and Education2  . . . . . . . . . . . . . . . . . . . 95.3 91.8 -3.7 
22.  Home Improvements2 . . . . . . . . . . . . . . . . . . . . . . . 129.3 129.3 0.0
23.  Auto Accessories2 . . . . . . . . . . . . . . . . . . . . . . . . . . 107.3 108.2 0.8

Groups  1 - 15:  Soft Goods  . . . . . . . . . . . . . . . . . . . . . . . 596.7 589.8 -1.2

Groups 16 - 20:  Durable Goods . . . . . . . . . . . . . . . . . . . . 445.6 433.9 -2.6

Groups 21 - 23:  Misc. Goods2  . . . . . . . . . . . . . . . . . . . . . 102.1 100.0 -2.1

Store Total3  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 540.2 531.7 -1.6 

1 Absence of a minus sign before the percentage change in this column 
signifies a 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 Alan J. Tomsic of the Office of
Associate Chief Counsel (Income Tax and
Accounting).  For further information re-
garding this revenue ruling, contact Mr.
Tomsic at (202) 622-4970 (not a toll-free
call). 

Section 988.—Treatment of
Certain Foreign Currency
Transactions

26 CFR 1.988–1: Certain definitions and special
rules.

T.D. 8914

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Part 1

Definition of Hyperinflationary
Currency for Purposes of
Section 988

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Final regulations.

SUMMARY: This document contains
final regulations concerning when a cur-
rency will be considered hyperinflation-
ary for purposes of section 988.  These
final regulations are intended to prevent
distortions associated with the computa-
tion of income and expense arising from
section 988 transactions denominated in
hyperinflationary currencies.

DATES: The effective date of this regula-
tion is February 14, 2000.

FOR FURTHER INFORMATION CON-
TACT: John W. Rogers III of the Office of
Associate Chief Counsel (International) at
(202) 622-3870.

SUPPLEMENTARY INFORMATION:

Background

This document contains final Income
Tax Regulations (26 CFR part 1) under
section 988 of the Internal Revenue Code
(Code).  On March 17, 1992, the IRS and
Treasury published final regulations (57
F.R. 9172) relating to the taxation of sec-
tion 988 transactions, including, inter alia,
transactions denominated in hyperinfla-

tionary currencies.  Also on March 17,
1992, proposed regulations were pub-
lished (57 F.R. 9217) relating to the treat-
ment of certain financial instruments
denominated in hyperinflationary curren-
cies.  The proposed regulations did not
separately define hyperinflationary cur-
rency.  Rather, they simply made refer-
ence to the definition in the final regula-
tions, §1.988–1(f).  

T.D. 8860 (2000–5 I.R.B. 437) (65 F.R.
2026) (January 13, 2000) finalized the
proposed regulations relating to the treat-
ment of financial instruments denominat-
ed in hyperinflationary currencies.  Also
in that issue of the Bulletin was a notice of
proposed rulemaking (REG–116567–99,
2000–5 I.R.B. 463) regarding a proposed
change in the period of years that are con-
sidered in determining whether a currency
is hyperinflationary for purposes of sec-
tion 988 (base period).  The notice of pro-
posed rulemaking also provided notice of
a public hearing on the proposed regula-
tions.  No requests to speak were
received, and the public hearing was can-
celed.  This Treasury decision finalizes
the proposed regulations relating to the
change in base period, with certain minor
changes.

Explanation of Provisions

As set out in the notice of proposed
rulemaking, the term hyperinflationary
currency, as defined in §1.988–1(f), uti-
lizes the definition in
§1.985–1(b)(2)(ii)(D).  This definition
was developed in the context of the Dollar
Approximate Separate Transactions
Method (DASTM) regulations, §1.985–3,
and generally considers the cumulative
effects of inflation over the base period in
determining whether a currency is hyper-
inflationary.  In §1.985–1(b)(2)(ii)(D), the
base period consists of the thirty-six cal-
endar month period immediately preced-
ing the first day of the current calendar
year.  Use of this base period is generally
appropriate in the context of DASTM
because a qualified business unit needs to
know in advance if it is subject to
§1.985–3 calculations.

However, failure to take the current
year’s inflation into account for purposes
of computing foreign currency gain or
loss under section 988 may lead to distor-
tions in income and expense because
inflation may rise dramatically in a single

year.  Accordingly, the IRS and Treasury
believe that for purposes of section 988, it
is more appropriate to consider the cumu-
lative inflation rate over the thirty-six
month period ending on the last day of the
taxpayer’s (or the qualified business
unit’s) current taxable year.  This change
in the base period, however, applies only
for the purposes of section 988 and not for
the purpose of determining whether a tax-
payer (or QBU) is subject to the provi-
sions of §1.985–3.  

Summary of Comments

One comment was received in connec-
tion with the proposed change in the mea-
surement of the base period under section
988.  This comment relates to the applica-
tion of the rule to regulated investment
companies (RICs).  The commenter stated
that sections 852(a) and 4982 effectively
require a RIC to distribute essentially all
of its income during the calendar year in
which it is earned.  Thus, the commenter
concluded that RICs need to know before
the end of their tax year whether a partic-
ular currency is hyperinflationary.  The
Treasury and IRS recognize that the
revised definition of base period could
present an administrative burden for
RICs.  Accordingly, the final regulation
provides that RICs are not subject to the
revised base period standard of these final
regulations. 

A similar exclusion from the revised
base period standard has been made for
REITs due to their similar distribution
requirements.  The regulation has also
been amended to provide that the Service
may by notice provide that the revised
base period standard shall not apply to
any section 988 transaction of an entity
with distribution requirements similar to
that of RICs and REITs.  

In addition, the regulation was amend-
ed to provide that generally accepted
accounting principles may not apply to
alter the base period outlined in paragraph
(f)(1)(ii)(A) of this section.  This change
is intended to clarify that the last sentence
of    §1.985–1(b)(2)(ii)(D) may not be
used to alter the base period for purposes
of section 988.

Special Analyses

It has been determined that this
Treasury decision is not a significant reg-
ulatory action as defined in Executive
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