
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 2001 Bureau of
Labor Statistics price indexes are
accepted for use by department stores
employing the retail inventory and last-in,
first-out inventory methods for valuing
inventories for tax years ended on, or
with reference to, December 31, 2001.

Rev. Rul. 2002–7

The following Department Store
Inventory Price Indexes for December
2001 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
inventory methods for tax years ended on,
or with reference to, December 31, 2001.

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, food, liquor, tobacco, and contract
departments.

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

(January 1941 = 100, unless otherwise noted)

Groups Dec.
2000

Dec.
2001

Percent
Change

from Dec. 2000
to Dec. 20011

1. Piece Goods ------------------------------------------------------------ 489.0 484.4 -0.9
2. Domestics and Draperies --------------------------------------------- 614.5 591.0 -3.8
3. Women’s and Children’s Shoes ------------------------------------- 647.4 639.8 -1.2
4. Men’s Shoes------------------------------------------------------------ 901.8 889.1 -1.4
5. Infants’ Wear ----------------------------------------------------------- 631.7 623.4 -1.3
6. Women’s Underwear-------------------------------------------------- 567.2 569.0 0.3
7. Women’s Hosiery------------------------------------------------------ 342.9 352.9 2.9
8. Women’s and Girls’ Accessories------------------------------------ 533.8 557.4 4.4
9. Women’s Outerwear and Girls’ Wear ------------------------------ 381.8 365.4 -4.3

10. Men’s Clothing -------------------------------------------------------- 584.0 564.3 -3.4
11. Men’s Furnishings----------------------------------------------------- 618.3 595.3 -3.7
12. Boys’ Clothing and Furnishings ------------------------------------ 487.8 473.6 -2.9
13. Jewelry ------------------------------------------------------------------ 910.2 895.8 -1.6
14. Notions ------------------------------------------------------------------ 795.1 817.8 2.9
15. Toilet Articles and Drugs--------------------------------------------- 984.4 975.7 -0.9
16. Furniture and Bedding ------------------------------------------------ 692.8 625.9 -9.7
17. Floor Coverings-------------------------------------------------------- 628.7 625.2 -0.6
18. Housewares ------------------------------------------------------------- 769.3 758.9 -1.4
19. Major Appliances ------------------------------------------------------ 229.6 226.7 -1.3
20. Radio and Television-------------------------------------------------- 57.1 51.9 -9.1
21. Recreation and Education2 ------------------------------------------- 91.8 87.9 -4.2
22. Home Improvements2------------------------------------------------- 129.3 124.2 -3.9
23. Auto Accessories2 ----------------------------------------------------- 108.2 110.4 2.0
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BUREAU OF LABOR STATISTICS, DEPARTMENT STORE
INVENTORY PRICE INDEXES BY DEPARTMENT GROUPS

(January 1941 = 100, unless otherwise noted)

Groups Dec.
2000

Dec.
2001

Percent
Change

from Dec. 2000
to Dec. 20011

Groups 1 – 15: Soft Goods ------------------------------------------------- 589.8 575.7 -2.4

Groups 16 – 20: Durable Goods ------------------------------------------- 433.9 417.1 -3.9

Groups 21 – 23: Misc. Goods2 --------------------------------------------- 100.0 97.3 -2.7

Store Total3 -------------------------------------------------------------- 531.7 517.2 -2.7

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 Michael Burkom of the Office of
Associate Chief Counsel (Income Tax and
Accounting). For further information
regarding this revenue ruling, contact Mr.
Burkom at (202) 622–7718 (not a toll-
free call).

Section 1031.—Exchange of
Property Held for Productive
Use or Investment

26 CFR 1.1031(k)–1: Treatment of deferred
exchanges.

T.D. 8982

DEPARTMENT OF THE
TREASURY
Internal Revenue Service
26 CFR Part 1

Definition of Disqualified
Person

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Final regulations.

SUMMARY: This document contains
final regulations narrowing the definition
of the term disqualified person for section
1031 like-kind exchanges. The amend-

DATES: Effective Date: These regula-
tions are effective February 1, 2002.

Dates of Applicability: These regula-
tions apply to transfers of property made
by a taxpayer on or after January 17,
2001.

FOR FURTHER INFORMATION CON-
TACT: Brendan O’Hara, (202) 622–4920
(not a toll-free number).

SUPPLEMENTARY INFORMATION:

Background

This document contains amendments
to the Income Tax Regulations (26 CFR
Part 1) under § 1.1031(k)–1. On January
17, 2001, the IRS and Treasury Depart-
ment published in the Federal Register a
notice of proposed rulemaking under sec-
tion 1031 (REG–107175–00, 2001–13
I.R.B. 971) (66 FR 3924). The notice pro-
posed to amend § 1.1031(k)–1(k) by nar-
rowing the definition of the term disquali-
fied person. Comments responding to the
notice were received, and a public hear-

Under section 1031 and the regulations
thereunder, taxpayers may use a qualified
escrow account, qualified trust, or quali-
fied intermediary to facilitate a like-kind
exchange. A requirement common to
qualified escrow accounts, qualified
trusts, and qualified intermediaries is that
the escrow holder, trustee, or intermedi-
ary may not be the taxpayer or a disquali-
fied person.

Section 1.1031(k)–1(k) defines a dis-
qualified person to include an agent of the
taxpayer at the time of the transaction. An
agent includes a person that has acted as
the taxpayer ’s employee, attorney,
accountant, investment banker or broker,
or real estate agent or broker within two
years of the taxpayer’s transfer of relin-
quished property. However, in determin-
ing whether a person is a disqualified per-
son, services provided by such person for
the taxpayer with respect to section 1031
exchanges of property and routine finan-
cial, title insurance, escrow, or trust ser-
vices provided to the taxpayer by a finan-
cial institution, title insurance company,
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