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

(January 1941 = 100, unless otherwise noted)

Groups Jan. 2002 Jan. 2003

Percent Change
from Jan. 2002
to Jan. 20031

1. Piece Goods .............................................................................. 479.8 465.2 -3.0
2. Domestics and Draperies .......................................................... 588.3 566.8 -3.7
3. Women’s and Children’s Shoes ............................................... 607.3 648.4 6.8
4. Men’s Shoes.............................................................................. 875.0 876.7 0.2
5. Infants’ Wear............................................................................. 602.2 593.8 -1.4
6. Women’s Underwear................................................................. 556.8 524.0 -5.9
7. Women’s Hosiery...................................................................... 350.3 339.8 -3.0
8. Women’s and Girls’ Accessories.............................................. 559.0 549.7 -1.7
9. Women’s Outerwear and Girls’ Wear ...................................... 350.2 338.3 -3.4
10. Men’s Clothing ......................................................................... 565.6 550.9 -2.6
11. Men’s Furnishings .................................................................... 586.5 567.3 -3.3
12. Boys’ Clothing and Furnishings............................................... 467.1 427.1 -8.6
13. Jewelry ...................................................................................... 918.2 866.4 -5.6
14. Notions ...................................................................................... 770.1 782.8 1.6
15. Toilet Articles and Drugs.......................................................... 969.1 971.1 0.2
16. Furniture and Bedding .............................................................. 625.9 626.3 0.1
17. Floor Coverings ........................................................................ 630.4 593.0 -5.9
18. Housewares ............................................................................... 757.8 736.4 -2.8
19. Major Appliances ...................................................................... 227.0 220.0 -3.1
20. Radio and Television ................................................................ 51.9 47.1 -9.2
21. Recreation and Education2 ....................................................... 88.1 84.2 -4.4
22. Home Improvements2 ............................................................... 124.6 125.5 0.7
23. Auto Accessories2 ..................................................................... 110.5 112.0 1.4

Groups 1–15: Soft Goods ..................................................................... 566.2 552.0 -2.5
Groups 16–20: Durable Goods ............................................................. 417.1 403.0 -3.4
Groups 21–23: Misc. Goods2 ............................................................... 97.5 95.3 -2.3

Store Total3................................................................................ 511.5 497.8 -2.7

1Absence of a minus sign before the percentage change in this column signifies a 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, food, liquor, tobacco and contract depart-

ments.

DRAFTING INFORMATION

The principal author of this revenue rul-
ing is Michael Burkom of the Office of As-
sociate Chief Counsel (Income Tax and
Accounting). For further information re-
garding this revenue ruling, contact
Mr. Burkom at (202) 622–7718 (not a toll-
free call).

Section 1259.—Constructive
Sales Treatment for Appreci-
ated Financial Positions

(Also § 1233; 26 CFR 1.1233–1.)

Constructive sales, short sales, tran-
sition rule. This ruling provides guidance
on whether changes made to a margin ac-

count through which a short sale was ef-
fectuated will (1) cause the short sale to be
deemed consummated under section
1.1233–1(a)(4) of the regulations, and (2)
cause the short-against-the-box transac-
tion to cease to be covered by the transi-
tion rule in the Taxpayer Relief Act of 1997.
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ISSUES

(1) Will changes to the terms of a mar-
gin account through which a short sale was
effectuated cause the short sale to be con-
summated for purposes of § 1.1233–1(a)(4)
of the Income Tax Regulations?

(2) If a taxpayer’s pre-June 9, 1997, ap-
preciated financial position and short-
against-the-box transaction are not taken into
account for purposes of applying § 1259 of
the Internal Revenue Code to post-June 8,
1997, transactions, as provided by the tran-
sition rule in § 1001(d)(2) of the Taxpayer
Relief Act of 1997, 1997–4 (Vol. 1) C.B.
1, 121, will changes to the terms of the mar-
gin account through which the short sale
was effectuated cause the transition rule to
cease to apply?

FACTS

In January 1997, Taxpayer TP owned
100 shares of XYZ stock (the XYZ stock).
TP established a securities trading account
(the Margin Account) with Broker, who
charged interest and fees with respect to the
Margin Account. In May 1997, at a time
when the XYZ stock was appreciated, TP
effected a short sale (the Short Sale) of 100
shares of XYZ stock through Broker, who
borrowed the 100 shares of XYZ stock to
make delivery. Before September 4, 1997,
TP clearly identified the XYZ stock and the
Short Sale in its books and records as off-
setting positions.

In January 2002, Broker and TP nego-
tiated changes to the interest rates and fees
associated with the Margin Account.

TP continues to hold the XYZ stock and
has not delivered any other shares to Bro-
ker to close the Short Sale.

LAW

Section 1.1233–1(a)(1) provides that, for
income tax purposes, a short sale is not
deemed to be consummated until deliv-
ery of property to close the short sale. Pur-
suant to § 1.1233–1(a)(4), if a taxpayer
makes a short sale through a broker and the
broker borrows property to make the de-
livery on the short sale, the short sale is not
deemed to be consummated until the ob-

ligation of the selling taxpayer that is cre-
ated by the short sale is finally discharged
by delivery of property to the broker to re-
place the property that the broker borrowed.

Section 1259(a)(1) provides that if there
is a constructive sale of an appreciated fi-
nancial position, the taxpayer shall recog-
nize gain as if such position were sold,
assigned, or otherwise terminated at its fair
market value on the date of such construc-
tive sale. Appreciated financial position is
defined in § 1259(b)(1) as including a po-
sition with respect to stock if there would
be gain were such position sold, assigned,
or otherwise terminated at its fair market
value. Pursuant to § 1259(c)(1)(A), a tax-
payer is treated as having made a construc-
tive sale of an appreciated financial position
if the taxpayer enters into a short sale of
the same or substantially identical prop-
erty.

Under § 1001(d)(2) of the Taxpayer Re-
lief Act of 1997 (the transition rule), if “be-
fore June 9, 1997, the taxpayer entered into
any transaction which is a constructive sale
of any appreciated financial position, and
. . . before the close of the 30-day period
beginning on the date of the enactment of
this Act [August 5, 1997] or before such
later date as may be specified by the Sec-
retary of the Treasury, such transaction and
position are clearly identified in the tax-
payer’s records as offsetting, such trans-
action and position shall not be taken into
account in determining whether any other
constructive sale after June 8, 1997, has oc-
curred.” The transition rule ceases to ap-
ply as of the date such transaction is closed
or the taxpayer ceases to hold the posi-
tion. § 1001(d)(2) of the Taxpayer Relief Act
of 1997, 1997–4 (Vol. 1) C.B. 1, 121.

ANALYSIS

(1) Section 1233
At the time of the changes to the Mar-

gin Account, TP had not delivered stock to
Broker to close the Short Sale, and no such
stock was delivered in connection with the
changes. The Short Sale, therefore, is not
consummated for purposes of § 1.1233–
1(a)(4).

(2) Section 1259 Transition Rule
In May 1997, when the XYZ stock was

appreciated, TP entered into the Short Sale.

Thus, TP entered into a transaction that is
described in § 1259(c)(1). Because the Short
Sale was entered into before June 9, 1997,
however, no gain was recognized under
§ 1259(a)(1).

Furthermore, before the close of the 30-
day period beginning on August 5, 1997,
TP clearly identified the XYZ stock and the
Short Sale in its books and records as off-
setting positions. Thus, the XYZ stock and
the Short Sale fell within the transition rule,
and, until TP either ceases to hold the XYZ
stock or closes the Short Sale, neither the
XYZ stock nor the Short Sale is taken into
account in determining whether some new
transaction has caused a constructive sale
under § 1259(a)(1).

At the time of the changes to the Mar-
gin Account, TP continued to hold the XYZ
stock and the Short Sale had not been con-
summated for purposes of § 1.1233–1(a)(4).
Accordingly, the transition rule continues
to apply to the Short Sale and the XYZ
stock.

HOLDINGS

(1) Because the changes made to the
terms of the Margin Account do not con-
stitute a delivery of the XYZ stock, the
changes do not cause the Short Sale to be
consummated for purposes of § 1.1233–
1(a)(4).

(2) Because the changes made to the
terms of the Margin Account do not con-
stitute a delivery of the XYZ stock, the
changes do not cause the transition rule to
cease to apply to either the Short Sale or
the XYZ stock.

DRAFTING INFORMATION

The principal author of this revenue rul-
ing is Kate Sleeth of the Office of Asso-
ciate Chief Counsel (Financial Institutions
and Products). For further information re-
garding this revenue ruling, contact
Ms. Sleeth at (202) 622–3920 (not a toll-
free call)
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