§6663

‘(1) Any action taken under section 330(b) [now
330(c)] of title 31, United States Code, with respect to
any reportable transaction (as defined in section
6707A(c) of the Internal Revenue Code of 1986).

‘(2) Any extension of the time for assessment of tax
enforced, or assessment of any amount under such an
extension, under paragraph (10) of section 6501(c) of
the Internal Revenue Code of 1986.

‘“(c) DATE OF REPORT.—The first report required
under subsection (a) shall be submitted not later than
December 31, 2010.”’

§6663. Imposition of fraud penalty
(a) Imposition of penalty

If any part of any underpayment of tax re-
quired to be shown on a return is due to fraud,
there shall be added to the tax an amount equal
to 75 percent of the portion of the underpayment
which is attributable to fraud.

(b) Determination of portion attributable to
fraud

If the Secretary establishes that any portion
of an underpayment is attributable to fraud, the
entire underpayment shall be treated as attrib-
utable to fraud, except with respect to any por-
tion of the underpayment which the taxpayer
establishes (by a preponderance of the evidence)
is not attributable to fraud.

(e) Special rule for joint returns

In the case of a joint return, this section shall
not apply with respect to a spouse unless some
part of the underpayment is due to the fraud of
such spouse.

(Added Pub. L. 101-239, title VII, §7721(a), Dec.
19, 1989, 103 Stat. 2397.)

EFFECTIVE DATE

Section applicable to returns the due date for which
(determined without regard to extensions) is after Dec.
31, 1989, see section 7721(d) of Pub. L. 101-239, set out as
an Effective Date of 1989 Amendment note under sec-
tion 461 of this title.

§ 6664. Definitions and special rules

(a) Underpayment

For purposes of this part, the term ‘‘under-
payment’” means the amount by which any tax
imposed by this title exceeds the excess of—

(1) the sum of—

(A) the amount shown as the tax by the
taxpayer on his return, plus

(B) amounts not so shown previously as-
sessed (or collected without assessment),
over

(2) the amount of rebates made.

For purposes of paragraph (2), the term ‘‘rebate’”’
means so much of an abatement, credit, refund,
or other repayment, as was made on the ground
that the tax imposed was less than the excess of
the amount specified in paragraph (1) over the
rebates previously made. A rule similar to the
rule of section 6211(b)(4) shall apply for purposes
of this subsection.

(b) Penalties applicable only where return filed
The penalties provided in this part shall apply
only in cases where a return of tax is filed (other

than a return prepared by the Secretary under
the authority of section 6020(b)).
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(c) Reasonable cause exception for underpay-
ments

(1) In general

No penalty shall be imposed under section
6662 or 6663 with respect to any portion of an
underpayment if it is shown that there was a
reasonable cause for such portion and that the
taxpayer acted in good faith with respect to
such portion.

(2) Exception

Paragraph (1) shall not apply to any portion
of an underpayment which is attributable to
one or more transactions described in section
6662(b)(6).

(3) Special rule for certain valuation overstate-
ments

In the case of any underpayment attrib-
utable to a substantial or gross valuation
overstatement under chapter 1 with respect to
charitable deduction property, paragraph (1)
shall not apply. The preceding sentence shall
not apply to a substantial valuation overstate-
ment under chapter 1 if—

(A) the claimed value of the property was
based on a qualified appraisal made by a
qualified appraiser, and

(B) in addition to obtaining such appraisal,
the taxpayer made a good faith investiga-
tion of the value of the contributed prop-
erty.

(4) Definitions
For purposes of this subsection—
(A) Charitable deduction property

The term ‘‘charitable deduction property”’
means any property contributed by the tax-
payer in a contribution for which a deduc-
tion was claimed under section 170. For pur-
poses of paragraph (3), such term shall not
include any securities for which (as of the
date of the contribution) market quotations
are readily available on an established secu-
rities market.

(B) Qualified appraisal

The term ‘‘qualified appraisal’ has the
meaning given such term by section
170(HAD(E)().

(C) Qualified appraiser

The term ‘‘qualified appraiser’” has the
meaning given such term by section
170(£)(A1)(E)(ii).

(d) Reasonable cause exception for reportable

transaction understatements
(1) In general

No penalty shall be imposed under section
6662A with respect to any portion of a report-
able transaction understatement if it is shown
that there was a reasonable cause for such por-
tion and that the taxpayer acted in good faith
with respect to such portion.
(2) Exception

Paragraph (1) shall not apply to any portion
of a reportable transaction understatement
which is attributable to one or more trans-
actions described in section 6662(b)(6).
(3) Special rules

Paragraph (1) shall not apply to any report-
able transaction understatement unless—
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