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

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

LIFO; price indexes; department
stores. The November 2000 Bureau of
Labor Statistics price indexes are accept-
ed for use by department stores employ-
ing the retail inventory and last-in, first-
out inventory methods for valuing
inventories for tax years ended on, or with
reference to, November 30, 2000.

Rev. Rul. 2001–5

The following Department Store
Inventory Price Indexes for November
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 Regula-
tions and Rev. Proc. 86–46, 1986–2 C.B.
739, for appropriate application to inven-
tories of department stores employing the
retail inventory and last-in, first-out inven-
tory methods for tax years ended on, or
with reference to, November 30, 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.
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BUREAU OF LABOR STATISTICS, DEPARTMENT STORE 
INVENTORY PRICE INDEXES BY DEPARTMENT GROUPS 

(January 1941 = 100, unless otherwise noted) 

Percent Change
Nov. Nov. from Nov. 1999

Groups 1999 2000 to Nov. 20001

1.  Piece Goods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 514.3 499.6 -2.9
2.  Domestics and Draperies  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 622.0 610.2 -1.9
3.  Women’s and Children’s Shoes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 651.4 664.0 1.9
4.  Men’s Shoes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 875.1 911.2 4.1
5.  Infants’ Wear  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 647.6 648.0 0.1
6.  Women’s Underwear  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 571.9 577.3 0.9
7.  Women’s Hosiery . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 328.9 347.0 5.5
8.  Women’s and Girls’ Accessories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 539.6 555.4 2.9
9.  Women’s Outerwear and Girls’ Wear  . . . . . . . . . . . . . . . . . . . . . . . . . 410.3 402.0 -2.0

10.  Men’s Clothing  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 617.4 598.8 -3.0
11.  Men’s Furnishings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 627.6 639.2 1.8
12.  Boys’ Clothing and Furnishings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 510.2 501.3 -1.7
13.  Jewelry  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 950.5 936.0 -1.5
14.  Notions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 764.6 798.0 4.4
15.  Toilet Articles and Drugs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 983.6 973.8 -1.0
16.  Furniture and Bedding  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 689.7 696.6 1.0
17.  Floor Coverings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 602.1 625.6 3.9
18.  Housewares  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 789.3 775.6 -1.7
19.  Major Appliances . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 235.5 227.9 -3.2
20.  Radio and Television  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 63.5 57.5 -9.4
21.  Recreation and Education2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 96.1 92.3 -4.0 
22.  Home Improvements2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 129.2 129.2 0.0
23.  Auto Accessories2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 107.6 107.6 0.0

Groups  1 - 15: Soft Goods  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 606.9 604.6 -0.4

Groups 16 - 20: Durable Goods  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 446.9 435.6 -2.5

Groups 21 - 23: Misc. Goods2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 102.7 100.1 -2.5

Store Total3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 547.2 541.4 -1.1 

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 rul-
ing is Alan J. Tomsic of the Office of
Associate Chief Counsel (Income Tax and
Accounting).  For further information
regarding this revenue ruling, contact 
Mr. Tomsic at (202) 622-4970 (not a toll-
free call). 

Section 511(a)(2)(B).—Imposition
of Tax on Unrelated Business
Income of Charitable, etc.,
Organizations–Organizations
Subject to Tax

For what purposes are Indian tribal governments
treated as states? See Rev. Proc. 2001–15, page 465.

Section 2055.—Transfers for
Public, Charitable, and Religious
Uses

For what purposes are Indian tribal governments
treated as states? See Rev. Proc. 2001–15, page 465.

Section 2106(a)(2).—Taxable
Estate–Transfer for Public,
Charitable, and Religious Uses

For what purposes are Indian tribal governments
treated as states? See Rev. Proc. 2001–15, page 465.

Section 2522.—Charitable and
Similar Gifts

For what purposes are Indian tribal governments
treated as states? See Rev. Proc. 2001–15, page 465.

Section 2601.—Tax Imposed

26 CFR 26.2601–1: Effective dates.
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Generation-Skipping Transfer
Issues 

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Final regulations. 

SUMMARY: This document contains
final regulations relating to the applica-
tion of the effective date rules of the
generation-skipping transfer (GST) tax
imposed under chapter 13 of the Internal
Revenue Code (Code).  These regula-
tions provide guidance with respect to
the type of trust modifications that will
not affect the exempt status of a trust.  In
addition, these regulations clarify the
application of the effective date rules in
the case of property transferred pursuant
to the exercise of a general power of
appointment.  These regulations are nec-
essary to provide guidance to taxpayers
so that they may properly determine if
chapter 13 of the Code is applicable to a
particular trust.    

DATES: These regulations are effective
December 20, 2000.  

SUPPLEMENTARY INFORMATION:

Background

On November 18, 1999, the Treasury
Department and the IRS published in the
Federal Register (64 F.R. 62997) a notice
of proposed rulemaking (REG–103841–
99, 1999–2 C.B. 639) relating to the appli-
cation of the GST tax provisions where
the terms of a trust that was irrevocable
before the effective date of the statute are
changed or modified after that date.  The
IRS received comments on the notice of
proposed rulemaking.  In addition, a pub-
lic hearing was held on March 15, 2000.
This document adopts final regulations
with respect to the notice of proposed
rulemaking.  A summary of the principle
comments received is provided below.

1. The Regulatory Approach

In general, under the effective date
rules accompanying the GST statutory
provisions, a trust that was irrevocable on
September 25, 1985, is not subject to the
GST tax provisions, unless a GST transfer
is made out of corpus added to the trust
after that date.  Section 1433(b)(2)(A) of
the Tax Reform Act of 1986 (TRA),
Public Law 99–514 (100 Stat. 2085,
2731), 1986–3 (Vol. 1) C.B. 1, 634.  Such
trusts are hereinafter referred to as exempt
trusts for GST tax purposes.  The pro-
posed regulations provide a number of
safe harbors with respect to changes that
can be made to the terms of an exempt

trust that will not result in the loss of
exempt status.   

Commentators argued that the
approach set forth in the proposed regula-
tions is inconsistent with the statutory
effective date provisions.  They contend
that, under the TRA, with the exception of
additions to principal, modifications or
other actions with respect to a trust should
not affect the trust’s exempt status.
Rather, any change should have GST tax
consequences only if the change subjects
the trust principal to a current gift tax.  In
that case, the individual making the gift
will be treated, to the extent of the gift, as
the transferor of the trust for GST tax pur-
poses and the trust, to the extent of the
gift, will be subject to the GST tax regime.

This approach was not adopted. The
statutory effective date provision protects
generation-skipping trusts that were irrev-
ocable before the GST tax was enacted
and presumably could not be changed to
avoid the imposition of the tax.  The
Treasury Department and the IRS believe
that the approach adopted in the regula-
tions is consistent with Congressional
intent to protect these trusts and that most
of the modifications that will not affect
the exempt status of a trust will be cov-
ered by the safe harbors in the final regu-
lations. 

2. Trustee Discretionary Actions

Under the proposed regulations, where
there is a  distribution of trust principal
from an exempt trust to a new trust, the
new trust will be an exempt trust if the
terms of the governing instrument of the
old trust authorize the trustee to make dis-
tributions to the new trust without the con-
sent or approval of any beneficiary or
court and the terms of the new trust do not
extend the time for vesting of any benefi-
cial interest in the trust beyond the applic-
able perpetuities period.

In response to comments, the final reg-
ulations clarify that the retention of prop-
erty in a continuing trust, as well as the
distribution of property to a new trust, will
not cause loss of exempt status, assuming
the requirements of the regulations are
satisfied.

In response to comments, the final reg-
ulations provide that  distribution to a new
trust or retention in a continuing trust will
not cause the loss of exempt status, even if
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