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Qualified Transportation
Fringes; Correction

Announcement 2001–31

AGENCY:  Internal Revenue Service
(IRS), Treasury.

ACTION:   Correction to final regula-
tions.

SUMMARY:  This document contains a
correction to final regulations that were
published in the Federal Registeron
Thursday, January 11, 2001 (66 FR 2241)
that ensure that transportation benefits
provided to employees are excludable
from gross income.

DATES: This correction is effective Janu-
ary 11, 2001.

FOR FURTHER INFORMATION CON-
TACT: John Richards at (202) 622-6040
(not a toll-free number).    

SUPPLEMENTARY INFORMATION:

Background

The final regulations that are the sub-
ject of this correction are under section

132(f) of the Internal Revenue Code.

Need for Correction

As published, the final regulations
(T.D. 8933, 2001–11 I.R.B. 794), do not
address what taxable year is used for pur-
poses of the applicability dates in the reg-
ulations.  These final regulations are
being corrected to clarify that the applica-
bility dates in the regulations are based on
the employee taxable year and that, for
this purpose, an employer may assume
that the employee taxable year is the cal-
endar year.

Correction of Publication

Accordingly, the publication of the
final regulations (T.D. 8933), which were
the subject of FR Doc. 01–294, is cor-
rected as follows:

1. On page 2251, column 3,
§1.132–9(b), paragraph (a) of A–25, last
two lines of the paragraph, the language
“section is applicable for taxable years
beginning after December 31, 2001.”  is
corrected to read “section is applicable for
employee taxable years beginning after

December 31, 2001.  For this purpose, an
employer may assume that the employee
taxable year is the calendar year”.

2.  On page 2251, column 3,
§1.132–9(b), paragraph (b) of A–25, last
three lines of the paragraph, the language
“transit passes are readily available) is ef-
fective for taxable years beginning after
December 31, 2003.” is corrected to read
“transit passes are readily available) is ap-
plicable for employee taxable years be-
ginning  after December 31, 2003.  For
this purpose, an employer may assume
that the employee taxable year is the cal-
endar year.”

LaNita Van Dyke,
Acting Chief, Regulations Unit,

Office of Special Counsel
(Modernization & Strategic Planning).

(Filed by the Office of the Federal Register on April
5, 2001, 8:45 a.m., and published in the issue of the
Federal Register for April 6, 2001, 66 F.R. 18190)

Part IV. Items of General Interest

Announcement and Report Concerning Advance Pricing Agreements

Announcement 2001–32

March 30, 2001

This Announcement is issued pursuant to § 521(b) of Pub. L. 106–170, the Ticket to Work and Work Incentives Improvement Act of
1999, requiring that the Secretary of the Treasury annually report to the public concerning Advance Pricing Agreements (APAs) and
the APA Program.  The first report, in Announcement 2000–35, 2000–16 I.R.B. 922, covered calendar years 1991 through 1999.
This second report describes the experience of the APA Program during calendar year 2000 consistent with the mandate of § 521(b).
This document does not provide general guidance regarding the application of the arm’s length standard; rather, it reports on the
structure and activities of  the APA program.

Sean F. Foley
Director, Advance Pricing Agreement Program

Background

IRC § 482 provides that the Secretary may distribute, apportion, or allocate gross income, deductions, credits, or allowances be-
tween or among two or more commonly controlled businesses if necessary to reflect clearly the income of such businesses.  Under
the regulations, the standard to be applied in determining the true taxable income of a controlled business is that of a business deal-
ing at arm’s length with an unrelated business. The arm’s length standard also has been adopted by the international community and
is incorporated into the transfer pricing guidelines issued by the Organization for Economic Cooperation and Development (OECD).
OECD, TRANSFERPRICING GUIDELINES FORMULTINATIONAL ENTERPRISES ANDTAX ADMINISTRATORS (1995).  Transfer pricing issues
by their nature are highly factual and have traditionally been one of the largest issues identified by the IRS in its audits of multina-
tional corporations.  The Advance Pricing Agreement (APA) Program is designed to resolve actual or potential transfer pricing dis-
putes in a principled, cooperative manner, as an alternative to the traditional adversarial process.  An APA is a binding contract be-
tween the IRS and a taxpayer by which the IRS agrees not to seek a transfer pricing adjustment under IRC § 482 for a covered
transaction if the taxpayer files its tax return for a covered year consistent with the agreed transfer pricing method.  In year 2000, the
IRS and taxpayers executed 63 APAs.


