
sons is described in section 267(b)(1), or 
(B) such persons are engaged in trades

or businesses under common control
(within the meaning of paragraphs (a) and
(b) of section 52).  

(d)  Non-inventory property—(1)  Need
for adjustments. A taxpayer that changes
its method of accounting for costs subject
to section 263A with respect to non-in-
ventory property must revalue the non-in-
ventory property on hand at the beginning
of the year of change as set forth in para-
graph (d)(2) of this section, and compute
an adjustment under section 481(a).  The
adjustment under section 481(a) will
equal the difference between the adjusted
basis of the property as revalued using the
taxpayer’s new method and the adjusted
basis of the property as originally valued
using the taxpayer’s former method.

(2)  Revaluing property. A taxpayer
must revalue its non-inventory property
as of the beginning of the year of change
in method of accounting.  The facts and
circumstances revaluation method of
paragraph (c)(2)(iii) of this section must
be used to revalue this property.  In
revaluing non-inventory property, how-
ever, the only additional section 263A
costs that must be taken into account are
those additional section 263A costs in-
curred after the later of December 31,
1986, or the date the taxpayer first be-

comes subject to section 263A, in taxable
years ending after that date.  See
§1.263A–1(d)(3) for the definition of ad-
ditional section 263A costs.

§ 1.263A–7T [Removed]

Par. 5.  Section 1.263A–7T is removed.

§ 1.263A-15 [Amended]

Par. 6.  Section 1.263A–15 is amended
by removing “1.263A–7T (e) generally”
from the last sentence in paragraph (a)(1)
and replacing it with “1.263A–7”.

Michael P. Dolan,
Acting Commissioner of 

Internal Revenue.

Approved July 28, 1997.

Donald C. Lubick,
Acting Assistant Secretary of 

the Treasury.

(Filed by the Office of the Federal Register on Au-
gust 4, 1997, 8:45 a.m., and published in the issue of
the Federal Register for August 5, 1997, 62 F.R.
42051)

Section 472.—Last-in, First-out
Inventories 
26 CFR 1.472-1:  Last-in, first-out inventories. 

LIFO; price indexes; department

stores. The July 1997 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, 1997.

Rev. Rul. 97–37
The following Department Store Inven-

tory Price Indexes for   July 1997 were is-
sued by the Bureau of Labor Statistics on
August 14, 1997.  The indexes are ac-
cepted 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 application to in-
ventories of department stores employing
the retail inventory and last-in, first-out in-
ventory methods for tax years ended on, or
with reference to, July 31, 1997.

The Department Store Inventory Price
Indexes are prepared on a national basis
and include (a) 23 major groups of de-
partments, (b) three special combinations
of the major groups - soft goods, durable
goods, and miscellaneous goods, and (c)
a store total, which covers all depart-
ments, including some not listed sepa-
rately, except for the following:  candy,
foods, liquor, tobacco, and contract de-
partments. 

1997–37  I.R.B. 15 September 15, 1997

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

(January 1941 = 100, unless otherwise noted) 

Percent Change
Groups July July from July 1996

1996 1997 to July 19971

1.  Piece Goods  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 539.2 539.8 0.1
2.  Domestics and Draperies  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 635.6 656.1 3.2
3.  Women’s and Children’s Shoes  . . . . . . . . . . . . . . . . . . . . . . . . . 643.9 641.6 –0.4
4.  Men’s Shoes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 888.2 902.6 1.6
5.  Infants’ Wear  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 609.3 637.9 4.7
6.  Women’s Underwear  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 536.9 543.5 1.2
7.  Women’s Hosiery  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 289.3 297.8 2.9
8.  Women’s and Girls’Accessories  . . . . . . . . . . . . . . . . . . . . . . . . 544.7 544.5 0.0
9.  Women’s Outerwear and Girls’ Wear . . . . . . . . . . . . . . . . . . . . . 380.6 395.0 3.8

10.  Men’s Clothing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 610.3 621.6 1.9
11.  Men’s Furnishings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 573.0 585.9 2.3
12.  Boys’ Clothing and Furnishings . . . . . . . . . . . . . . . . . . . . . . . . . 475.9 495.9 4.2
13.  Jewelry  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1016.0 1003.9 –1.2
14.  Notions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 779.4 797.5 2.3
15.  Toilet Articles and Drugs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 880.9 905.7 2.8
16.  Furniture and Bedding  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 671.6 662.8 –1.3
17.  Floor Coverings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 577.5 598.2 3.6
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BUREAU OF LABOR STATISTICS, DEPARTMENT STORE 
INVENTORY PRICE INDEXES BY DEPARTMENT GROUPS 

(January 1941 = 100, unless otherwise noted) 

Percent Change
Groups July July from July 1996

1996 1997 to July 19971

18.  Housewares  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 811.9 807.2 –0.6
19.  Major Appliances  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 245.8 243.1 –1.1
20.  Radio and Television  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 79.2 75.9 –4.2
21.  Recreation and Education2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 112.7 109.8 –2.6
22.  Home Improvements2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 126.8 132.7 4.7
23.  Auto Accessories2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 107.0 108.6 1.5

Groups 1 – 15:  Soft Goods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 582.4 594.9 2.1

Groups 16 – 20:  Durable Goods . . . . . . . . . . . . . . . . . . . . . . . . . . . . 470.3 464.2 –1.3

Groups 21 – 23:  Misc. Goods2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 113.5 112.5 –0.9

Store Total3  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 544.2 549.8 1.0

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 departments. 

September 15, 1997 16 1997–37  I.R.B.

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 re-
garding this revenue ruling, contact Mr.
Michaels on (202) 622-4970 (not a toll-
free call). 

Section 6334.—Property
Exempt From Levy
26 CFR 301.6334–1: Property exempt from levy.

T.D. 8725

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Parts 1 and 301

Miscellaneous Sections Affected
by the Taxpayer Bill of Rights 2
and the Personal Responsibility
and Work Opportunity
Reconciliation Act of 1996

AGENCY:  Internal Revenue Service
(IRS), Treasury.

ACTION:  Final regulations.

SUMMARY:  This document contains
final regulations relating to joint returns,

property exempt from levy, interest,
penalties, offers in compromise, and the
awarding of costs and certain fees.  The
regulations reflect changes to the law
made by the Taxpayer Bill of Rights 2 and
a conforming amendment made by the
Personal Responsibility and Work Oppor-
tunity Reconciliation Act of 1996.  The
regulations affect taxpayers with respect
to filing of returns, interest, penalties,
court costs, and payment, deposit, and
collection of taxes.  

DATES:  These regulations are effective
July 22, 1997.

For dates of applicability of these regu-
lations, see §§301.6334–1(e) and (f),
301.6601–1(f)(3) and (4), 301.6651–
1(a)(3) and (g)(2), 301.6656–3(c),
301.7122–1(e)(2), 301.7430–2(c)(3)-
(i)(B), 301.7430–4(b)(3)(ii), 301.7430–
5(a) and (c)(3), and 301.7430–6.

FOR FURTHER INFORMATION CON-
TACT:  Beverly A. Baughman, (202) 622-
4940 regarding joint returns and penal-
ties; Robert A. Miller, (202) 622-3640
regarding levy; Donna J. Welch, (202)
622-4910 regarding interest; Thomas D.
Moffitt, (202) 622-7900 regarding court
costs; and Kevin B. Connelly, (202) 622-
3640 regarding compromises (not toll-
free numbers).

SUPPLEMENTARY INFORMATION:

Paperwork Reduction Act

The collection of information con-
tained in these final regulations has been
reviewed and approved by the Office of
Management and Budget in accordance
with the Paperwork Reduction Act (44
U.S.C. 3507) under control number
1545–1356.  Responses to this collection
of information are required to obtain an
award of reasonable administrative costs.  

An agency may not conduct or sponsor,
and a person is not   required to respond
to, a collection of information unless the
collection of information displays a valid
control number.

The estimated annual burden per re-
spondent varies from 10 minutes to 30
minutes, depending on individual circum-
stances, with an estimated average of 15
minutes.

Comments concerning the accuracy of
this burden estimate and suggestions for
reducing this burden should be sent to the
Internal Revenue Service, Attn:  IRS
Reports Clearance Officer, PC:FP, Wash-
ington, DC 20224, and to the Office of
Management and Budget, Attn:  Desk
Officer for the Department of the Trea-
sury, Office of Information and Regula-
tory Affairs, Washington, DC 20503.  

Books or records relating to a collec-
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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 departments. 
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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 re-
garding this revenue ruling, contact Mr.
Michaels on (202) 622-4970 (not a toll-
free call). 

Section 6334.—Property
Exempt From Levy
26 CFR 301.6334–1: Property exempt from levy.

T.D. 8725

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Parts 1 and 301

Miscellaneous Sections Affected
by the Taxpayer Bill of Rights 2
and the Personal Responsibility
and Work Opportunity
Reconciliation Act of 1996

AGENCY:  Internal Revenue Service
(IRS), Treasury.

ACTION:  Final regulations.

SUMMARY:  This document contains
final regulations relating to joint returns,

property exempt from levy, interest,
penalties, offers in compromise, and the
awarding of costs and certain fees.  The
regulations reflect changes to the law
made by the Taxpayer Bill of Rights 2 and
a conforming amendment made by the
Personal Responsibility and Work Oppor-
tunity Reconciliation Act of 1996.  The
regulations affect taxpayers with respect
to filing of returns, interest, penalties,
court costs, and payment, deposit, and
collection of taxes.  

DATES:  These regulations are effective
July 22, 1997.

For dates of applicability of these regu-
lations, see §§301.6334–1(e) and (f),
301.6601–1(f)(3) and (4), 301.6651–
1(a)(3) and (g)(2), 301.6656–3(c),
301.7122–1(e)(2), 301.7430–2(c)(3)-
(i)(B), 301.7430–4(b)(3)(ii), 301.7430–
5(a) and (c)(3), and 301.7430–6.

FOR FURTHER INFORMATION CON-
TACT:  Beverly A. Baughman, (202) 622-
4940 regarding joint returns and penal-
ties; Robert A. Miller, (202) 622-3640
regarding levy; Donna J. Welch, (202)
622-4910 regarding interest; Thomas D.
Moffitt, (202) 622-7900 regarding court
costs; and Kevin B. Connelly, (202) 622-
3640 regarding compromises (not toll-
free numbers).

SUPPLEMENTARY INFORMATION:

Paperwork Reduction Act

The collection of information con-
tained in these final regulations has been
reviewed and approved by the Office of
Management and Budget in accordance
with the Paperwork Reduction Act (44
U.S.C. 3507) under control number
1545–1356.  Responses to this collection
of information are required to obtain an
award of reasonable administrative costs.  

An agency may not conduct or sponsor,
and a person is not   required to respond
to, a collection of information unless the
collection of information displays a valid
control number.

The estimated annual burden per re-
spondent varies from 10 minutes to 30
minutes, depending on individual circum-
stances, with an estimated average of 15
minutes.

Comments concerning the accuracy of
this burden estimate and suggestions for
reducing this burden should be sent to the
Internal Revenue Service, Attn:  IRS
Reports Clearance Officer, PC:FP, Wash-
ington, DC 20224, and to the Office of
Management and Budget, Attn:  Desk
Officer for the Department of the Trea-
sury, Office of Information and Regula-
tory Affairs, Washington, DC 20503.  

Books or records relating to a collec-


