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CREDIT UNIONS
The California Bankers Association Credit Union Task Force

Background

A number of California credit unions have evolved from small “community” institutions
that served a specific membership into goliath financial institutions whose field of
membership have evolved in some cases, to include nearly half of the counties in the
state. These institutions who once offered limited products for the benefit of a small
group of similar employees now offer virtually every product banks and other financial
institutions offer, but they do so largely without having to pay taxes. The affect of the
aggressive growth of credit unions in California has been the near takeover of markets in
areas such as auto lending and this growth comes at the direct expense of California’s
community banks — institutions that pay taxes and have been part of economic fabric of
local communities for decades.

Since 1994, California has seen its non-taxable credit unions grow their assets and
increase their profitability. For instance, asset growth among California credit unions
has quadrupled since 1994 and their net income has increased more than seven-fold
(from $165.6 million in 1994 to $1.3 billion in 2002 according to statistics from the
California Department of Financial Institutions). This growth has come without California
receiving any taxable revenue, without local counties and cities receiving the type of
community reinvestments required of banks and without depositors receiving the same
safety and soundness statutory and regulatory requirements of those who use financial
institutions such as banks. In addition, credit unions have fought against and repeatedly
refused to accept any community reinvestment requirements.

Credit Union Initiatives Task Force

The California Bankers Association (CBA) is taking strong measures to level the playing
field between credit unions and community banks and to publicize the difference
between the two types of institutions. To that end, CBA has formed the Credit Union
Initiatives Task Force which is developing a federal and state strategic plan to address
the anti-competitive effects of credit unions.

The task force first identified those issues that have an anti-competitive effect between
credit unions and community banks. To date, the task force has identified five core
issues that need to be studied and addressed. These issues inciude: (1) taxation, (2)
field of membership, (3) scope of products and services, (4) regulatory control of risks
and (5) community reinvestment act obligations.

The task force next looks to work with legislators, the American Bar Association and the
bankers associations of other states to study these differences, to determine the extent
to which there are anti-competitive effects and to determine if California and its credit
union depositors are receiving the benefit they believe is actually being conferred.
Through it all however, CBA remains committed to a maintaining a vibrant financial
climate in California and to maintaining a healthy competition between and amongst
financial institutions.
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