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Mr. Scott Schalles 
Independent Regulatory Rsview Commission (IRRC) 
14th Floor 
Harristown 2 
S33 Market Street 
Harrisburg, PA 17101 

Dear Mr. Schalles: 

�� PENNSYLVArAA ASSOCL;TiON OF 

	

I 

2405 N. Front Strp~t r P.U. Box 5319 r Harrlsbur~, P~, 17110-3314 
717-231-7447 r (iN PA)1-8Q0-X43-507b r FAX 7l fi~231-7~5 

Website : www.pacb.org 

February 13, 2006 

Re: 

	

Pennsylvania Association of Community Bankers 
Proposed Repeal of 61 PA. Code §46 .9 
Flle No: 269_06(2) 

On behalf of the Pennsylvania Association of Community Bankers (PACE), we 
respectfully present to you our response to your recent request for quantification by our membership of the economic impact of the Pennsylvania Department of Revenue's draft 
proposal to repeal, inter olio, its regulation on "Financial Institution Security Equipment" 
at 61 PA Code §41x_9 . 

PACE is unable, due to the tirrtited time constraint of your recent request, to 
present quantification of the future negative firlanaiaf impact on its members if the 
Revenue Department'S~repeai of Section 46.9 artd .the intended firansfer~i~f less than all 
of the therein defined "security equipment" to Chapters 31 and 46 of the pA Code is 
successful . 

The Pennsylvania Department of Revenue has stated, without quantification, that 
the proposed repeal will have no t1sc~l impact on the Commonwealth . The Department of Revenue has submitted no data as park of their proposed rule making which would 
"quantify" their revenue neutral fiscal impact of the requested repeal . The removal of this regulation and the definition of Financial Institution Security Equipment, as 
advanced by the Department of Revenue, cannot be revenue neutral because the following purchases, which are now subject to ~exemptian ar exclusion, will become taxable if the Department of Revenue is successful : 
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Computer hardware : 

Ma~infrarrte Computer containing customer records 
Teller., machines 
Proof Machines and i"ncoders 

	

. 
Data Lines 

Customer related software 
Banking telephone system 
Banking LAN and WAN 
All maintenance of the above softu~rare and Hardware , 

More importantly, the pepartment of Revenue, . by its proposed rule~making, is 
usurping the authority ~of thelegislature by supjecting 'to sales tax the systems, devices; 
equipment and their components utilized by a financial institution for its protection or 
Convenience in conducting financial transactions, which the legislature ha's dh~eCted in 
61 pA Code §46.9 be .tax free. 

it is clear that the proposed repeal by the' Department of ~tevenue under the 
guise of redundancy and .the requested transfer of less than all the existing tax free 
systems, devices and equipment and their components is in truth arti attempt to 
legislate, which is safely a function of the Pennsylvania Legislature, not the i~epartment 
of Revenue. 

By copy of this letter, we are informing the House'and' Senate Finance 
Committees of our objection to this propased regulation and our belief'that Revenue is . 
usurping legislative authority and sharing with the committees our origjnal corriment 
letter to the Department of Revenue ~in this matter, ` 

ff you have any questions, please do not hesitate to contact our General 

	

. . 
Counsel's office, ~Shumaker Wiliiams, P.C., Attorney Jim Raid. He may be reached at 
717763-1121 . 

	

. 

Cc: 

	

Members, Senate Finance Committee 
Members, House Finance Committee 

Frank A_ Pinto . 
PresidentlCl;Q 



Mary R. Sprunk 
Office of Chief Counsel 
Pennsylvania Department of Rcvenuc 
Department 281061 
Harrisburg, PA 17128-1061 

X405 N. Front Street a 1?.0. I~ax 53151 ~ Hscriebgeg, PA t 71 l p-531 ~ 
7t7-231-7447 0 (1N PA)1wBOt1-443 "SQ7b ~ FA~'~1~-~31 "7Ad5 

Wcbsite : w9vW.prGb.or~ 

January 4, 20i~ 

RE: 

	

Pennsylvania Association of Cornmgn.ity Bankers 
Pmpos+~d Repeal of 61 PA. Code Scctian 46.9 
File Na: 217-0~(Z) 

ehalf of the Pennsylvanua Association of Community Bankers (PAC~i}, we 
lly present to you our comments regarding the Pennsylvania Department of Revenue's 

draift proposal to repeal, inter alia, its regulation on Financial .Tc;stitution Security Equipment at 
61 I'A . Code $46.9 . 

PACB represents, exclusively, the interests of almost X60 community banks, consisting 
of commercial banks, savings banks and thrifts within the Commonwealth of Pennsylvania. 

P,A.CB believes the Revenue Department's repeal of Section 46.9 and the ini~rtded 
transfer of less than all of the therein defined "security equipment" to Chapt~srs 3 a and 4G of the 
PA Code will alter the inttntian of the existing regulation. The current regulation at Section 46.9 
includes in the definition of "s~acurity equiprn~e+~t" xysterns, dav~ces and equiprnen~ and their 
components ~ttilixed by a financial ianstitution for it$ proteetiprt 01" oorly~n~nce in~conduating 
f nancial transactions . The Revenue Department propoxes to substitute a limitcd~ list of "security 
equipment" to Chapters 31 and 46 of the PA Code by deleting the following purchases from the 
definition : 
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ref: i sa~~s 

Computer hardware : 
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Mainframe computer cvntaininS customer records 
Teller machines 
Proof Machines and Encoders 
Data Lines 

Customer related software 
Banking telephone system 
Banking LAN and WAN 
All maintenance 4f the above software and hardware 

Contrary to the current defnition of "security equipment" inherent in thG prvpascti repeal 
by the Revenue Department, is that only permanently instalaed equipment under a ~cat*struction 
contract, vn their list, will. be deerped sales and use tax fine . This is contrary to the mandate of 
Section 46.9 . 

Furthermore, the definition of "installation", as cuncntly ,provided in Section 46.9, will 
be eliminated by the proposed repeal and no such definition currently exists in Chapter ~ l of the 
F.A. Code. The proposed repeal of the definition of "installation" by the Revenue'Department 
will result in the impasitian of tax on activities p~revi~ously deemed sales and use tax Eros, This 
also is contrary to~the mandate of Section 46.9 . 

For the reasons above stated, PACE objects to the repeal of Section 46.9 of the FA. Code 
as proposed by the Revenue Department . 

rank A. Pinto, President 
Pennsylvania Assuciati~an of 
Community Bankers 

TOTAL P.05 
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The pages accompanying this facsimile transmission contain informt~tion From I'ACB which is Gbgficletttir) R~r priviiegad-'Tire Jnforntation is 
intendedto be forthe use ofthe individual or rntitynamed on this cnvtr Inter. Ifyoti am not tht: intvwt~icd recipient, be aware that anydisclosure, 
copying, distribution or use of the concepts of this information is prohibited.lf you have received this i'acsimile in occur, plaaec notify ui by 
tclcphann immediately so that we can arrange for the rciricval of the tniKinai documents as no east to ,you . 
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Security Seminar 
Marsh 14 - Radisson Perm I~arris, Camp 1-lill 

Hoard NYeeting 
MarchZO-PACs Headquarters, Harrisburb 

Lung-Term Care Ltsurtlace Seminar 
March 22 - PACP headquarters, Harrisburg 

Leadership Conferenta 
April 24 & 2I- Radisson Penn Harris, Camp Hiil 

Spring hirectors' Symposiums 
May $ - Radisson, Carne Flill 
May 9 - It~iu at Nichols Village, Clarks Summit 
May 16 -Sherrstoa Inn Pittsburgh North, Mars 
May 17 -Ramada Inn, Altoona 
May 31-Radisson, Valleyl~orge 
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PA~B` UPCI~MING .E'v~~~v~~ ~ ~P'a~r~~nA~rs 
Human ~tesources Capferettct; 

May 1.1 & 12- Radisson Penn I~arris, Camp X~ill 

Strategies 1+or fire Presegt 1;~nvir4nrneat-
A Current Events Inwesq»ent Sernirtatr 

May 3 i- Sl~teraton Pittsburgh North, Mars 
June 1- Flilton harden Inn, Hershey 

Wistern Oolf Outing 
Juna I2- Slwttnopi .n Country Club, ;Pittsburgh 

6th Annual Spring Directar :i' ~C:onference 
Junr l6 ~.1 T- The Mayflower Jiotel, Wasiriagion, DC 

I3oat'd Meeting 
June l9-PACI~ I :~.eadquartLrs, Harrisbuug 

visa pur Websire ru ww~rvpacb.vrg ft~r rrrore events: 


