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the standards of the net section 482 
penalty exclusion provisions under 
§ 1.6662–6(d) are met with respect to 
such underpayments, then the tax-
payer will be considered to have acted 
with reasonable cause and good faith 
for purposes of this section. 

[T.D. 8656, 61 FR 4885, Feb. 9, 1996] 
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§ 1.6694–1 Section 6694 penalties appli-
cable to income tax return pre-
parer. 

(a) Overview. Section 6694(a) and sec-
tion 6694(b) impose penalties on income 
tax return preparers for certain under-
statements of liability on a return or 
claim for refund. The section 6694(a) 
penalty is imposed for an understate-
ment of liability with respect to tax 
imposed by subtitle A of the Internal 
Revenue Code that is due to a position 
for which there was not a realistic pos-
sibility of being sustained on its mer-
its. The section 6694(b) penalty is im-
posed for an understatement of liabil-
ity with respect to tax imposed by sub-
title A of the Internal Revenue Code 
that is due to a willful attempt to un-
derstate tax liability or that is due to 
reckless or intentional disregard of 
rules or regulations. See § 1.6694–2 for 
rules relating to the penalty under sec-
tion 6694(a). See § 1.6694–3 for rules re-
lating to the penalty under section 
6694(b). 

(b) Income tax return preparer—(1) In 
general. Solely for purposes of the regu-
lations under section 6694, the term 
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