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LIFO method of valuing inventories is 
used with respect to goods in one trade 
or business the same method shall also 
be used with respect to similar goods in 
the other trades or businesses if, in the 
opinion of the Commissioner, the use of 
such method with respect to such other 
goods is essential to a clear reflection 
of income. 

[T.D. 6500, 25 FR 11728, Nov. 26, 1960, as 
amended by T.D. 6539, 26 FR 518, Jan. 20, 1961; 
T.D. 7756, 46 FR 6920, Jan. 22, 1981; T.D 7756, 
46 FR 15685, Mar. 9, 1981] 

§ 1.472–3 Time and manner of making 
election. 

(a) The LIFO inventory method may 
be adopted and used only if the tax-
payer files with his income tax return 
for the taxable year as of the close of 
which the method is first to be used a 
statement of his election to use such 
inventory method. The statement shall 
be made on Form 970 pursuant to the 
instructions printed with respect 
thereto and to the requirements of this 
section, or in such other manner as 
may be acceptable to the Commis-
sioner. Such statement shall be accom-
panied by an analysis of all inventories 
of the taxpayer as of the beginning and 
as of the end of the taxable year for 
which the LIFO inventory method is 
proposed first to be used, and also as of 
the beginning of the prior taxable year. 
In the case of a manufacturer, this 
analysis shall show in detail the man-
ner in which costs are computed with 
respect to raw materials, goods in proc-
ess, and finished goods, segregating the 
products (whether in process or fin-
ished goods) into natural groups on the 
basis of either (1) similarity in factory 
processes through which they pass, or 
(2) similarity of raw materials used, or 
(3) similarity in style, shape, or use of 
finished products. Each group of prod-
ucts shall be clearly described. 

(b) The taxpayer shall submit for the 
consideration of the Commissioner in 
connection with the taxpayer’s adop-
tion or use of the LIFO inventory 
method such other detailed informa-
tion with respect to his business or ac-
counting system as may be at any time 
requested by the Commissioner. 

(c) As a condition to the taxpayer’s 
use of the LIFO inventory method, the 
Commissioner may require that the 

method be used with respect to goods 
other than those specified in the tax-
payer’s statement of election if, in the 
opinion of the Commissioner, the use of 
such method with respect to such other 
goods is essential to a clear reflection 
of income. 

(d) Whether or not the taxpayer’s ap-
plication for the adoption and use of 
the LIFO inventory method should be 
approved, and whether or not such 
method, once adopted, may be contin-
ued, and the propriety of all computa-
tions incidental to the use of such 
method, will be determined by the 
Commissioner in connection with the 
examination of the taxpayer’s income 
tax returns. 

[T.D. 6500, 25 FR 11729, Nov. 26, 1960, as 
amended by T.D. 7295, 38 FR 34203, Dec. 12, 
1973] 

§ 1.472–4 Adjustments to be made by 
taxpayer. 

A taxpayer may not change to the 
LIFO method of taking inventories un-
less, at the time he files his application 
for the adoption of such method, he 
agrees to such adjustments incident to 
the change to or from such method, or 
incident to the use of such method, in 
the inventories of prior taxable years 
or otherwise, as the district director 
upon the examination of the taxpayer’s 
returns may deem necessary in order 
that the true income of the taxpayer 
will be clearly reflected for the years 
involved. 

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

§ 1.472–5 Revocation of election. 
An election made to adopt and use 

the LIFO inventory method is irrev-
ocable, and the method once adopted 
shall be used in all subsequent taxable 
years, unless the use of another meth-
od is required by the Commissioner, or 
authorized by him pursuant to a writ-
ten application therefor filed as pro-
vided in paragraph (e) of § 1.446–1. 

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

§ 1.472–6 Change from LIFO inventory 
method. 

If the taxpayer is granted permission 
by the Commissioner to discontinue 
the use of LIFO method of taking in-
ventories, and thereafter to use some 
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