PRINTER S NO. O

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. © o’

I NTRODUCED BY A. K. HUTCH NSON AND BRUNNER, JANUARY 19, 1977

REFERRED TO COW TTEE ON FI NANCE, JANUARY 19, 1977
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AN ACT
Amendi ng the act of March 4, 1971 (P.L.6, No.2), entitled "An
act relating to tax reformand State taxation by codifying
and enunerating certain subjects of taxation and inposing

t axes thereon; providing procedures for the paynent,

col l ection, adm nistration and enforcenent thereof; providing

for tax credits in certain cases; conferring powers and

i mposi ng duties upon the Departnent of Revenue, certain

enpl oyers, fiduciaries, individuals, persons, corporations

and other entities; prescribing crinmes, offenses and

penalties,” adding certain definitions and certai n excl usions
from taxation.

The CGeneral Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Cause (c) of section 301, act of March 4, 1971
(P.L.6, No.2), known as the "Tax Reform Code of 1971," added
August 31, 1971 (P.L.362, No.93), is anended and a clause is
added to read:

Section 301. Definitions.--The foll owi ng words, terns and
phrases when used in this article shall have the neaning
ascribed to themin this section except where the context
clearly indicates a different neaning. Any reference in this
article to the Internal Revenue Code shall include the Internal

Revenue Code of 1954, as anended to the date on which this
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article is effective.

* %

(c) "Business" neans an enterprise, activity, profession,
vocation, trade, joint venture, commerce or any other
undertaki ng of any nature when engaged in as comrerci al
enterprise and conducted for profit or ordinarily conducted for
profit, whether by an individual, partnership, association or

ot her unincorporated entity. The performance of services as an

enpl oye and the perfornmance of the functions of a public office

shal|l be consi dered busi nesses for purposes of this act.

* * %

(n.1) "Odinary and necessary expenses" neans unavoi dabl e

expenses that are not unique in the course of conduct of a

busi ness.

Section 2. Cause (2) of subsection (a) of section 303 of
the act, added August 31, 1971 (P.L.362, No.93), is anmended to
read:

Section 303. Casses of Incone.--(a) The classes of incone
referred to above are as foll ows:

* %k

(2) Net profits. The net inconme fromthe operation of a
busi ness, profession, or other activity, after provision for al
costs and expenses incurred in the conduct thereof, determ ned
either on a cash or accrual basis in accordance with accepted
accounting principles and practices but w thout deduction of
t axes based on incone.

In the case of an enpl oye or public officer, only

unr ei nbursed ordi nary and necessary expenses incurred directly

in the production of incone shall be all owed. Such expense nay
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i nclude, but shall not be limted to:

(i) Travel, neals and | odgi ng expenses i ncurred by an

enpl oye while away from hone in connection with his enpl oynent.

(ii) Business transportati on expenses other than conmmuti ng

to and from worKk.

(iii) Expenses of soliciting business for the enpl oyer away

fromthe enpl oyer's pl ace of business.

(iv) The cost and upkeep of unifornms and special clothing if

such are required as a conditi on of enpl oynent and are not

adapt abl e to general wear.

(v) Expenses of noving fromone | ocation to another if the

nove is incidental to the commencenent of work in a new

| ocati on.

(vi) Education expenses if necessary to (A) nmmintain or

i mprove skills required by the individual's enpl oynent; or (B)

nmeet express requirenents of the enpl oyer or the requirenents of

applicable | aw or requl ati ons i nposed as a condition to an

individual's retention of his salary, status or enpl oynent.

(vii) Expenses of the cost of small tools, equi pnent and

suppli es when such are required in the performance of the

enpl oyes duties but which are not furni shed by the enpl oyer.

(viii) Entertainment expenses when incurred directly in the

course of enploynent for the benefit of the enpl oyer.

* * %

Section 3. This act shall take effect in 60 days.
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