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LIFO inventory method and had no 
goods currently subject to inventory 
by a method other than the LIFO in-
ventory method, then in conformity 
with such inventory method as may be 
selected by the taxpayer and approved 
by the Commissioner as resulting in a 
clear reflection of income; or 

(d) In any event, in conformity with 
any inventory method to which the 
taxpayer may change pursuant to ap-
plication approved by the Commis-
sioner. 

[T.D. 6500, 25 FR 11730, Nov. 26, 1960] 

§ 1.472–7 Inventories of acquiring cor-
porations. 

For additional rules in the case of 
certain corporate acquisitions specified 
in section 381(a), see section 381(c)(5) 
and the regulations thereunder. 

[T.D. 6500, 25 FR 11730, Nov. 26, 1960] 

§ 1.472–8 Dollar-value method of pric-
ing LIFO inventories. 

(a) Election to use dollar-value method. 
Any taxpayer may elect to determine 
the cost of his LIFO inventories under 
the so-called ‘‘dollar-value’’ LIFO 
method, provided such method is used 
consistently and clearly reflects the in-
come of the taxpayer in accordance 
with the rules of this section. The dol-
lar-value method of valuing LIFO in-
ventories is a method of determining 
cost by using ‘‘base-year’’ cost ex-
pressed in terms of total dollars rather 
than the quantity and price of specific 
goods as the unit of measurement. 
Under such method the goods con-
tained in the inventory are grouped 
into a pool or pools as described in 
paragraphs (b) and (c) of this section. 
The term ‘‘base-year cost’’ is the ag-
gregate of the cost (determined as of 
the beginning of the taxable year for 
which the LIFO method is first adopt-
ed, i.e., the base date) of all items in a 
pool. The taxable year for which the 
LIFO method is first adopted with re-
spect to any item in the pool is the 
‘‘base year’’ for that pool, except as 
provided in paragraph (g)(3) of this sec-
tion. Liquidations and increments of 
items contained in the pool shall be re-
flected only in terms of a net liquida-
tion or increment for the pool as a 
whole. Fluctuations may occur in 

quantities of various items within the 
pool, new items which properly fall 
within the pool may be added, and old 
items may disappear from the pool, all 
without necessarily effecting a change 
in the dollar value of the pool as a 
whole. An increment in the LIFO in-
ventory occurs when the end of the 
year inventory for any pool expressed 
in terms of base-year cost is in excess 
of the beginning of the year inventory 
for that pool expressed in terms of 
base-year cost. In determining the in-
ventory value for a pool, the incre-
ment, if any, is adjusted for changing 
unit costs or values by reference to a 
percentage, relative to base-year-cost, 
determined for the pool as a whole. See 
paragraph (e) of this section. See also 
paragraph (f) of this section for rules 
relating to the change to the dollar- 
value LIFO method from another LIFO 
method. 

(b) Principles for establishing pools of 
manufacturers and processors—(1) Nat-
ural business unit pools. A pool shall 
consist of all items entering into the 
entire inventory investment for a nat-
ural business unit of a business enter-
prise, unless the taxpayer elects to use 
the multiple pooling method provided 
in subparagraph (3) of this paragraph. 
Thus, if a business enterprise is com-
posed of only one natural business 
unit, one pool shall be used for all of 
its inventories, including raw mate-
rials, goods in process, and finished 
goods. If, however, a business enter-
prise is actually composed of more 
than one natural business unit, more 
than one pool is required. Where simi-
lar types of goods are inventoried in 
two or more natural business units of 
the taxpayer, the Commissioner may 
apportion or allocate such goods 
among the various natural business 
units, if he determines that such appor-
tionment or allocation is necessary in 
order to clearly reflect the income of 
such taxpayer. Where a manufacturer 
or processor is also engaged in the 
wholesaling or retailing of goods pur-
chased from others, any pooling of the 
LIFO inventory of such purchased 
goods for the wholesaling or retailing 
operations shall be determined in ac-
cordance with the rules of paragraph 
(c) of this section. 
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