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numbered § 6662, Sept. 3, 1982, Pub. L. 97–248, title III, 
§ 323(a), 96 Stat. 613, directed that additions be treated 
as tax and set procedure for assessing certain additions 
to tax, prior to repeal by Pub. L. 101–239, title VII, 
§ 7721(a), Dec. 19, 1989, 103 Stat. 2395, applicable to re-
turns the due date for which (determined without re-
gard to extensions) is after Dec. 31, 1989. See section 
6665 of this title. 

AMENDMENTS 

1994—Subsec. (d)(2)(C)(i). Pub. L. 103–465, § 744(b)(1), 
substituted ‘‘In the case of any item of a taxpayer 
other than a corporation which is’’ for ‘‘In the case of 
any item’’ in introductory provisions. 

Subsec. (d)(2)(C)(ii). Pub. L. 103–465, § 744(a), added cl. 
(ii). Former cl. (ii) redesignated (iii). 

Subsec. (d)(2)(C)(iii). Pub. L. 103–465, § 744(a), (b)(2), re-
designated cl. (ii) as (iii) and substituted ‘‘this subpara-
graph’’ for ‘‘clause (i)’’ in introductory provisions. 

1993—Subsec. (d)(2)(B)(ii). Pub. L. 103–66, § 13251(a), 
amended cl. (ii) generally. Prior to amendment, cl. (ii) 
read as follows: ‘‘any item with respect to which the 
relevant facts affecting the item’s tax treatment are 
adequately disclosed in the return or in a statement at-
tached to the return.’’ 

Subsec. (e)(1)(B)(ii). Pub. L. 103–66, § 13236(a), amended 
cl. (ii) generally. Prior to amendment, cl. (ii) read as 
follows: ‘‘the net section 482 transfer price adjustment 
for the taxable year exceeds $10,000,000.’’ 

Subsec. (e)(3)(B). Pub. L. 103–66, § 13236(b), amended 
heading and text of subpar. (B) generally. Prior to 
amendment, text read as follows: ‘‘For purposes of de-
termining whether the $10,000,000 threshold require-
ment of paragraph (1)(B)(ii) is met, there shall be ex-
cluded— 

‘‘(i) any portion of the net increase in taxable in-
come referred to in subparagraph (A) which is attrib-
utable to any redetermination of a price if it is shown 
that there was a reasonable cause for the taxpayer’s 
determination of such price and that the taxpayer 
acted in good faith with respect to such price, and 

‘‘(ii) any portion of such net increase which is at-
tributable to any transaction solely between foreign 
corporations unless, in the case of any of such cor-
porations, the treatment of such transaction affects 
the determination of income from sources within the 
United States or taxable income effectively con-
nected with the conduct of a trade or business within 
the United States.’’ 
Subsec. (e)(3)(D). Pub. L. 103–66, § 13236(c), added sub-

par. (D). 
Subsec. (h)(2)(A)(iii). Pub. L. 103–66, § 13236(d), amend-

ed cl. (iii) generally. Prior to amendment, cl. (iii) read 
as follows: ‘‘ ‘$20,000,000’ for ‘$10,000,000’,’’. 

1990—Subsec. (b)(3). Pub. L. 101–508, § 11312(b)(1), 
amended par. (3) generally, substituting ‘‘misstate-
ment’’ for ‘‘overstatement’’. 

Subsec. (e). Pub. L. 101–508, § 11312(a), substituted 
‘‘misstatement’’ for ‘‘overstatement’’ in heading and 
amended text generally. Prior to amendment, text read 
as follows: 

‘‘(1) IN GENERAL.—For purposes of this section, there 
is a substantial valuation overstatement under chapter 
1 if the value of any property (or the adjusted basis of 
any property) claimed on any return of tax imposed by 
chapter 1 is 200 percent or more of the amount deter-
mined to be the correct amount of such valuation or 
adjusted basis (as the case may be). 

‘‘(2) LIMITATION.—No penalty shall be imposed by rea-
son of subsection (b)(3) unless the portion of the under-
payment for the taxable year attributable to substan-
tial valuation overstatements under chapter 1 exceeds 
$5,000 ($10,000 in the case of a corporation other than an 
S corporation or a personal holding company (as de-
fined in section 542)).’’ 

Subsec. (h)(2)(A). Pub. L. 101–508, § 11312(b)(2), amend-
ed subpar. (A) generally. Prior to amendment, subpar. 
(A) read as follows: ‘‘any substantial valuation over-
statement under chapter 1 as determined under sub-
section (e) by substituting ‘400 percent’ for ‘200 per-
cent’,’’. 

EFFECTIVE DATE OF 1994 AMENDMENT 

Section 744(c) of Pub. L. 103–465 provided that: ‘‘The 
amendments made by this section [amending this sec-
tion] shall apply to items related to transactions occur-
ring after the date of the enactment of this Act [Dec. 
8, 1994].’’ 

EFFECTIVE DATE OF 1993 AMENDMENT 

Section 13236(e) of Pub. L. 103–66 provided that: ‘‘The 
amendments made by this section [amending this sec-
tion] shall apply to taxable years beginning after De-
cember 31, 1993.’’ 

Section 13251(b) of Pub. L. 103–66 provided that: ‘‘The 
amendment made by this section [amending this sec-
tion] shall apply to returns the due dates for which (de-
termined without regard to extensions) are after De-
cember 31, 1993.’’ 

EFFECTIVE DATE OF 1990 AMENDMENT 

Section 11312(c) of Pub. L. 101–508 provided that: ‘‘The 
amendments made by this section [amending this sec-
tion] shall apply to taxable years ending after the date 
of the enactment of this Act [Nov. 5, 1990].’’ 

EFFECTIVE DATE 

Part applicable to returns the due date for which (de-
termined 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 section 
461 of this title. 

SECTION REFERRED TO IN OTHER SECTIONS 

This section is referred to in sections 461, 1274, 5134, 
6013, 6694 of this title. 

§ 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. 

(c) 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.) 

SECTION REFERRED TO IN OTHER SECTIONS 

This section is referred to in section 6662 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 
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