Congress of the United States

Waghington, BE 20515

November 2, 2005

Rep. William M. Thomas
- Chairman, Committee on Ways and Means
U.S. House of Representatives

Rep. Charles B. Rangel
Ranking Member, Committee on Ways and Means
U.S. House of Representatives

Dear Chairman Thomas and Ranking Member Rangel:

We understand that the Ways and Means Committee is holding a hearing November 3 to
consider the elimination of the federal tax exemption for credit unions. We believe that a move
to tax credit unions, large or small, would end the credit union system that directly benefits 87
million Americans. We urge you to maintain the present tax structure for credit unions that
Congress has always found to strike the best balance for the financial services sector.

Credit unions are not banks. By law, they are not-for-profit, democratically-run, financial
cooperatives that are owned by their members. They don’t sell stock and don’t have access to
capital markets. Credit unions’ boards of directors serve as unpaid volunteers, elected by the
membership. In addition, credit unions operate with rigid limitations on the services they can
provide and also have higher capital standards than commercial banks. Finally, credit unions |
have a social mission to provide service to people of modest means as part of their member base.

All consumers, whether members of a credit union or not, benefit from the presence of
credit unions in the marketplace. Competition from credit unions helps keep the cost of for-
profit banking services lower. For example, credit unions that offer credit cards charge, on
average, an interest rate two to three percentage points lower than banks’.

Taxing credit unions hurts the economy and targets the most vulnerable consumers. If
taxed, larger credit unions may be able to survive as for-profit banks charging higher fees and
rates for their products and services. The smaller credit unions would likely cease to exist and
members of modest means and in underserved communities would see their access to financial
services disappear or become prohibitively expensive.
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We urge you to reject any attempts to tax credit unions. They continue to serve the beneficial
purpose Congress intended under a strong regulatory structure. Congress struck the right balance in
creating the credit union movement and should continue to support it as part of a vibrant financial

services market.

Sincerely,
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Member of Congress
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Member of Congress
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Member of Congress
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Member of Congress

Zare Stnovo

Lane Evans
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Member of Congress
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