
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 February 1997 Bureau of
Labor Statistics price indexes are ac-
cepted for use by department stores
employing the retail inventory and the
last-in, first-out inventory methods for
valuing inventories for tax years ended
on, or with reference to, February 28,
1997.

Rev. Rul. 97–18

The following Department Store In-
ventory Price Indexes for February 1997
were issued by the Bureau of Labor
Statistics on March 19, 1997. The in-
dexes are accepted by the Internal Rev-
enue Service, under § 1.472–1(k) of the
Income Tax Regulations and Rev. Proc.
86–46, 1986–2 C.B. 739, for appropriate
application 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, February 28, 1997.
The Department Store Inventory Price

Indexes are prepared on a national basis
and include (a) 23 major groups of
departments, (b) three special combina-
tions 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, foods, liquor, tobacco, and con-
tract departments.

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

(January 1941 = 100, unless otherwise noted)

Groups
Feb.
1996

Feb.
1997

Percent Change
from Feb. 1996
to Feb. 19971

1. Piece Goods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 505.1 526.4 4.2
2. Domestics and Draperies . . . . . . . . . . . . . . . . . . . . . . . . . . . 651.2 650.4 20.1
3. Women’s and Children’s Shoes . . . . . . . . . . . . . . . . . . . . . . 644.5 640.2 20.7
4. Men’s Shoes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 895.1 897.7 0.3
5. Infants’ Wear. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 645.3 617.7 24.3
6. Women’s Underwear . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 522.3 534.2 2.3
7. Women’s Hosiery . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 289.3 296.5 2.5
8. Women’s and Girls’ Accessories . . . . . . . . . . . . . . . . . . . . . 552.3 546.9 21.0
9. Women’s Outerwear and Girls’ Wear . . . . . . . . . . . . . . . . . 402.0 417.6 3.9
10. Men’s Clothing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 619.5 615.4 20.7
11. Men’s Furnishings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 570.8 585.1 2.5
12. Boys’ Clothing and Furnishings . . . . . . . . . . . . . . . . . . . . . 476.6 469.9 21.4
13. Jewelry . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1003.4 1004.9 0.1
14. Notions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 813.7 772.0 25.1
15. Toilet Articles and Drugs. . . . . . . . . . . . . . . . . . . . . . . . . . . 871.0 912.3 4.7
16. Furniture and Bedding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 666.9 662.0 20.7
17. Floor Coverings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 563.4 581.2 3.2
18. Housewares. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 799.7 817.0 2.2
19. Major Appliances . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 249.2 246.1 21.2
20. Radio and Television . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 79.0 78.6 20.5
21. Recreation and Education2. . . . . . . . . . . . . . . . . . . . . . . . . . 113.6 111.1 22.2
22. Home Improvements2. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 123.1 133.3 8.3
23. Auto Accessories2. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 107.3 107.9 0.6
Groups 1–15: Soft Goods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 590.0 598.9 1.5
Groups 16–20: Durable Goods . . . . . . . . . . . . . . . . . . . . . . . . . . 467.3 470.0 0.6
Groups 21–23: Misc. Goods2 . . . . . . . . . . . . . . . . . . . . . . . . . . . 113.8 113.3 20.4

Store Total3. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 548.3 554.2 1.1

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, tobacco, and contract depart-
ments.
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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
regarding this revenue ruling, contact
Mr. Michaels on (202) 622–4970 (not a
toll-free call).

Section 2044.—Certain Property
for Which Marital Deduction Was
Previously Allowed
26 CFR 20.2044–1T: Certain property for which
marital deduction was previously allowed (tempo-
rary).

T.D. 8714

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Part 20

Estate and Gift Tax Marital
Deduction

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Temporary regulations.

SUMMARY: This document contains
temporary regulations amending the fi-
nal estate tax marital deduction regula-
tions. The amendments are made to
conform the estate tax regulations to
recent court decisions. The amendments
affect estates of decedents electing the
marital deduction for qualified termi-
nable interest property (QTIP) and the
estates of the surviving spouses of such
decedents. The text of these temporary
regulations also serves as the text of
REG–209830–96, page 7.

DATES: These regulations are effective
February 18, 1997.
For dates of applicability of these

regulations, see Effective Date under
SUPPLEMENTARY INFORMATION.

FOR FURTHER INFORMATION
CONTACT: Susan B. Hurwitz at (202)
622–3090 (not a toll-free number).

SUPPLEMENTARY INFORMATION:

Background

On March 1, 1994, the IRS published
final Estate and Gift Tax Regulations
(26 CFR part 20 and part 25) under
sections 2044, 2056, 2207A, 2519,
2523, and 6019 of the Internal Revenue
Code (Code) in theFederal Register
(59 FR 9642). At the time the regula-
tions were published, the position con-

tained in § 20.2056(b)–7(d)(3) was the
subject of litigation in a number of
cases and had been rejected by two
circuit courts in Estate of Clayton v.
Commissioner, 976 F.2d 1486 (5th Cir.
1992), rev’g 97 T.C. 327 (1991), and
Estate of Robertson v. Commissioner, 15
F.3d 779 (8th Cir. 1994),rev’g 98 T.C.
678 (1992). Since that time,Estate of
Spencer v. Commissioner, 43 F.3d 226
(6th Cir. 1995), rev’g T.C. Memo.l
1992–579, also rejecting the IRS posi-
tion, has been decided. Additionally, in
Estate of Clack v. Commissioner, 106
T.C. 131 (1996), the Tax Court reversed
the position it had taken previously in
Estate of Clayton, Estate of Robertson,
and Estate of Spencer. This temporary
regulation amends the final regulations
in accordance with the circuit courts’
decisions inEstate of Clayton, Estate of
Robertson, and Estate of Spencer, and
the Tax Court’s decision inEstate of
Clack.

Explanation of Provisions

Section 20.2056(b)–7T(d)(3)(ii) has
been added. As a result of the addition,
an income interest (or life estate) that is
contingent upon the executor’s election
under section 2056(b)(7)(B)(v) will not
be precluded, on that basis, from qualifi-
cation as a ‘‘qualifying income interest
for life’’ within the meaning of section
2056(b)(7)(B)(ii).
In accordance with the addition of

§ 2 0 . 2 0 5 6 ( b ) – 7 T ( d ) ( 3 ) ( i i ) ,
§ 20.2056(b)–7T(h)Example 6(ii) and
§ 20.2044–1T Example 8 are added.

Effective Date

These regulations are effective in the
case of qualified terminable interest
property elections made after February
18, 1997.

Special Analyses

It has been determined that this Trea-
sury decision is not a significant regula-
tory action as defined in EO 12866.
Therefore, a regulatory assessment is not
required. It has also been determined
that section 553(b) of the Administrative
Procedure Act (5 U.S.C. chapter 5) does
not apply to these regulations and, be-
cause these regulations do not impose
on small entities a collection of informa-
tion requirement, the Regulatory Flex-
ibility Act (5 U.S.C. chapter 6) does not
apply. Therefore, a Regulatory Flexibil-
ity Analysis is not required. Pursuant to
section 7805(f) of the Internal Revenue
Code, these temporary regulations will

be submitted to the Chief Counsel for
Advocacy of the Small Business Admin-
istration for comment on their impact on
small business.

Drafting Information

The principal author of these regula-
tions is Susan B. Hurwitz, Office of
Assistant Chief Counsel (Passthroughs
and Special Industries). However, other
personnel from the IRS and Treasury
Department participated in their devel-
opment.

* * * * *

Adoption of Amendments to the Regula-
tions

Accordingly, 26 CFR part 20 is
amended as follows:

PART 20—ESTATE TAX; ESTATES
OF DECEDENTS DYING AFTER AU-
GUST 16, 1954
Paragraph 1. The authority citation

for part 20 continues to read in part as
follows:
Authority: 26 U.S.C. 7805 * * *
Par. 2. Section 20.2044–1T is added

to read as follows:

§ 20.2044–1T Certain property for
which marital deduction was previously
allowed (temporary).

(a) through (d). [Reserved]. For fur-
ther guidance, see § 20.2044–1(a)
through (d).
(e) Examples.[Reserved]. For further

guidance, see § 20.2044–1(e).
Example 1 through Example 7. [Re-

served]. For further guidance, see
§ 20.2044–1(e)Example 1through Ex-
ample 7.
Example 8. Inclusion of trust property when

surviving spouse dies before first decedent’s estate
tax return is filed.D dies on July 1, 1997. D’s
estate tax return is due after February 18, 1997.
Under the terms of D’s will, a trust is established
for the benefit of D’s spouse, S. The will provides
that S is entitled to receive the income from that
portion of the trust that the executor elects to treat
as qualified terminable interest property. The trust
terms otherwise provide S with a qualifying
income interest for life under section
2056(b)(7)(B)(ii). S dies on February 10, 1998. On
April 1, 1998, D’s executor files D’s estate tax
return on which an election is made to treat a
portion of the trust as qualified terminable interest
property under section 2056(b)(7). S’s estate tax
return is filed on November 10, 1998. The value
on the date of S’s death of the portion of the trust
for which D’s executor made a QTIP election is
includible in S’s gross estate under section 2044.

Par. 3. Section 20.2056(b)–7T is
added to read as follows:
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