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AN ACT

1  Amending the act of March 4, 1971 (P.L.6, No.2), entitled "An
2     act relating to tax reform and State taxation by codifying
3     and enumerating certain subjects of taxation and imposing
4     taxes thereon; providing procedures for the payment,
5     collection, administration and enforcement thereof; providing
6     for tax credits in certain cases; conferring powers and
7     imposing duties upon the Department of Revenue, certain
8     employers, fiduciaries, individuals, persons, corporations
9     and other entities; prescribing crimes, offenses and
10     penalties," further providing for income tax returns of
11     married individuals.

12     The General Assembly of the Commonwealth of Pennsylvania

13  hereby enacts as follows:

14     Section 1.  Section 331(b) of the act of March 4, 1971

15  (P.L.6, No.2), known as the Tax Reform Code of 1971, added

16  August 31, 1971 (P.L.362, No.93), is amended and the section is

17  amended by adding a subsection to read:

18     Section 331.  Returns of Married Individuals, Deceased or

19  Disabled Individuals and Fiduciaries.--* * *

_________________________________________________20     (b)  [If] Except as otherwise provided in subsection (b.1),

__21  if the income tax liabilities of husband and wife are determined



1  on a joint return, their tax liabilities shall be joint and

2  several.

______________________________________________________3     (b.1)  (1)  The joint and several liability imposed by

______________________________________________________________4  subsection (b) upon a husband and wife who file a joint return

___________________5  shall not apply if:

__________________________________________________________6     (i)  a joint return has been made under this article for a

_____________7  taxable year;

____________________________________________________________8     (ii)  on the return there is a substantial understatement of

__________________________________________________________9  tax attributable to grossly erroneous items of one spouse;

_______________________________________________________10     (iii)  the other spouse establishes that in signing the

______________________________________________________________11  return he or she did not know, and had no reason to know, that

______________________________________________12  there was such substantial understatement; and

_____________________________________________________________13     (iv)  taking into account all the facts and circumstances, it

____________________________________________________________14  would be inequitable to hold the other spouse liable for the

__________________________________________________________15  deficiency in tax for the taxable year attributable to the

___________________________16  substantial understatement.

_____________________________________________________________17     (2)  If the criteria enumerated in clause (1) exist, then the

______________________________________________________________18  other spouse shall be relieved of liability for tax, including

______________________________________________________________19  interest, penalties and other amounts, for the taxable year to

________________________________________________________________20  the extent that the liability is attributable to the substantial

_______________21  understatement.

_______________________________________________________22     (3)  For purposes of this subsection, the term "grossly

_________________________________________________23  erroneous item" means with respect to any spouse:

_________________________________________________________24     (i)  any item of gross income attributable to such spouse

_______________________________________25  which is omitted from gross income; and

_______________________________________________________26     (ii)  any claim of a deduction, credit or basis by such

_______________________________________________________________27  spouse in an amount for which there is no basis in fact or law.

___________________________________________________________28     (4)  For purposes of this subsection, the term "substantial

_____________________________________________________________29  understatement" means any understatement of taxable income as

_________________________________________________________30  defined in section 303 which exceeds five hundred dollars

19950H0309B0302                  - 2 -



_______1  ($500).

___________________________________________________________2     (5)  The department may promulgate rules and regulations to

_________________________________________________________3  administer and enforce the provisions of this subsection.

4     * * *

5     Section 2.  (1)  This act shall apply to returns filed on or

6     after April 15, 1995.

7         (2)  This act shall not be applied to a return for any

8     tax year where the tax year has been closed by the statute of

9     limitations, a court decision or otherwise.

10     Section 3.  This act shall take effect immediately.
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