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OVERVIEW 
HB 2348 requires taxpayers who include business related information on their Arizona 
individual income tax returns to provide an industry code for their business, as well as the 
amount of total gross receipts reported on their federal income tax returns, minus any federally 
allowable returns, allowances or adjustments. 

HISTORY 
The Internal Revenue Service requires sole proprietorships to properly classify the type of 
business that provides their principal source of income when reporting business profit or loss on 
Schedule C (Form 1040) or business net profit on Schedule C-EZ (Form 1040).  Both forms 
require the taxpayer to enter a description of their principal business or professional activity and 
to select the corresponding code representing the activity that best identifies the principal source 
of the businesses’ sales receipts.  These six-digit codes classify sole proprietorships by the type 
of activity they are engaged in and are based on the North American Industry Classification 
System (NAICS).    

PROVISIONS 
• Requires taxpayers who include any business related information on their Arizona individual 

income tax returns to provide the following: 
 The industry code for their business that corresponds to the industries described under 

NAICS; and 
 The amount reported on their federal income tax return that is equal to their businesses’ 

total gross receipts, minus any federally allowable returns, allowances or adjustments. 
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