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TAXWATCH REPORT:  Credit Union Tax Exemptions add up to $102.2 million 
TALLAHASSEE — A research report released by Florida TaxWatch Monday renews the debate over the tax-exempt status of credit unions.  The government watchdog concludes the unequal tax treatment of banks and credit unions is difficult to justify.

“It is a central tenet of a fair and competitive tax structure that similarly situated entities are taxed similarly,” said Dominic M. Calabro, President of Florida TaxWatch.  “While there are still some credit unions that are small, limited service institutions with tight common bonds among members, there are a number of large, full-service credit unions that compete directly with other financial institutions, and this was not envisioned when the tax exemption was written into law.”

Using detailed financial information on each credit union in the state, Florida TaxWatch calculates the total value of local, state and federal tax exemptions granted to Florida credit unions is $102.2 million. A relatively small number of credit unions account for the majority of that total.  The top three Florida credit unions, with assets in excess of $1 billion, comprise one-quarter of the total tax exemption.  Credit unions with assets of more than $100 million make up just 21% of all credit unions, but account for 90% of the exemption value.

It is estimated that nationally, the federal corporate income tax exemption alone is worth up to $16 billion to all credit unions over ten years.

 “Credit union members are better educated, more likely to be employed full-time and more affluent than non-members.  They are not mainly serving people with limited access to credit and other financial services,” Calabro said.  “The tax-subsidization of the industry benefits credit union members at the expense of tax-paying non-members.” 

-more-
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The TaxWatch report contrasts the tax exemption for credit unions with the tax burden on other business and on Florida families.  A ‘typical’ family of four with income of $60,000 pays about $6,719 in sales tax and federal income taxes.  A small business with taxable income of $100,000 incurs taxes of $38,500.  A bank with assets of $50 million pays $121,200 in taxes, while a credit union with the same amount of assets and providing the same services pays nothing.

“Savings and loans, mutual savings banks and cooperatives lost their tax-exempt status in 1951 when Congress decided these institutions had changed and considered them to be more like other profit-seeking financial institutions,” Calabro added.  “Credit unions have evolved over the years, and lawmakers should reconsider the value of the tax exemptions and decide if they would be willing to fund a program at that level to produce the same benefits.”

Florida TaxWatch is a private, nonprofit, nonpartisan research institute dedicated to improving taxpayer value, citizen understanding and government accountability.  TaxWatch’s research products recommend productivity enhancements and explain the statewide impact of economic policies and practices.
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