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July 8, 2011 
 
 
The Honorable Douglas Shulman 
Commissioner 
Internal Revenue Service 
1111 Constitution Avenue, NW 
Washington, DC 20004 
 
Dear Commissioner Shulman: 
 
The American Bankers Association (ABA)1 is writing to you to request your attention to a 
matter relating to credit unions. A “common bond” among credit union members is required in 
order to have the privilege of tax exemption. Some credit unions now openly flaunt this common 
bond requirement by allowing anyone to join simply by making a donation. This is an issue
should be of concern to the Internal Revenue Service (the Service), especially in this time of 
focus on the tax gap, and, thus, we suggest that the Service embark on a closer inspection of the 
tax-exempt status of these credit unions. 
 
Earlier this year, the ABA wrote to the Service recommending an examination into the 
membership qualifications for Alliant Credit Union - a state-chartered credit union headquartered 
in Illinois – whose basis for meeting the “common bond” requirement for qualification as a 
credit union is by instituting a program that allows anyone in the United States – regardless of 
where they live – to become a member simply by making a charitable donation of at least $10 to 
a specific foundation.  
 
As the Service has recognized, it is the commonality of interests or close relationship among 
members (the “common bond” requirement) that makes it possible for credit unions to offer its 
members unsecured loans – the primary purpose for which credit unions were created. A recent 
ABA analysis found that 37 credit unions with more than $1 billion in assets openly permit 
individuals to qualify for credit union membership by joining some related association (see the 
enclosed material). This allows credit unions gain members who would otherwise not qualify for 
membership due to a lack of the required “common bond” for membership. 
 
For example, NuVision FCU has the following on its website: 
 

"If you do not qualify based on the above criteria, no problem! You can become a 
member of the American Consumer Council (Council) as a path to NuVision 

 
1 The American Bankers Association represents banks of all sizes and charters and is the voice for the nation’s $13 
trillion banking industry and its two million employees. The majority of ABA’s members are banks with less than 
$165 million in assets. ABA’s extensive resources enhance the success of the nation’s banks and strengthen 
America’s economy and communities. 



The Honorable Douglas Shulman 
Internal Revenue Service 
Washington, DC 
July 8, 2011 
Page 2 
 

2 
 

Thanks to a cooperative agreement between NuVision and the Council, members can join 
NuVision, as well as have access to materials that will aid in improving their financial 
planning efforts. 
 
We can sign you up for membership in the Council, at no initial cost to you, at the same 
time you become a NuVision member." 

 
NuVision further writes that, because of its "once a member, always a member" policy, one only 
needs to sign up initially in the Council and expiration of the Council membership would not 
affect continued membership in the credit union. 
 
In some of the cases we reviewed, the association appears to be an extension of the credit union 
and may have been set up solely for the purpose of qualifying the individual for membership in 
the credit union. For instance, GTE Federal Credit Union (Tampa, FL) has created a CUSavers 
Club as a path to credit union membership. 
 
The Internal Revenue Code is administered by the Service (26 U.S.C. § 7803), not by the 
National Credit Union Administration (NCUA), and not by state legislatures or state credit union 
regulators. Consequently, a state’s determination that a particular institution is a “credit union” is 
not binding upon the Service nor is a decision by the NCUA to treat an institution as a state-
chartered credit union for other purposes (such as, for example, share insurance. See 12 U.S.C. § 
1781(c)). Tax exemption is not an automatic incident to a state credit union charter. Within 
limits, the Service has the capacity to arrive at findings of federal tax law independent of state 
legislatures, state regulators, and even the NCUA. 
 
In fact, during the 1970s, the Service challenged the tax exemption for some state-chartered 
“credit unions.” One such challenge was in the case of La Caisse Populaire Ste. Marie v. United 
States. In this case, St. Mary’s Bank was operating under a state charter that did not specify any 
limits upon whom the Bank could serve. The Service contended that this omission made the 
institution more akin to a mutual savings bank than a credit union, and that a mutual savings 
bank would have been subject to federal taxation. The U.S. Court of Appeals for the First Circuit 
agreed with the Service's analysis of the necessity for a common bond, but ruled in favor of St. 
Mary’s Bank and restored the institution’s tax exempt status based on a finding that the bank 
actually had a “de facto” common bond. However, the court warned that the “gross misuse” of 
the credit union name is a potential cause of action.  
 
Following the St. Mary's decision, the Service's Employee Plans and Exempt Organizations 
Division issued a general counsel memorandum which concluded that state chartered credit 
unions must have a common bond of occupation, association, or residence, and for a state to 
authorize a credit union to organize and operate without a common bond would be a "gross 
misuse of the name… ." 
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We strongly urge the Service to examine the operations of these credit unions, which we believe 
would reveal a lack of foundation for their claims of qualifying for tax-exempt status. The use of 
other associations set up for the purpose of side-stepping the stringent requirements for 
qualifying as a credit union is a serious matter that should be addressed by the Service. These 
institutions should not continue to enjoy tax-exempt status while openly flaunting their 
noncompliance with the rules that qualify them for such tax-exempt status.  

Please feel free to contact me at any time at fmordi@aba.com or 202.663.5317 to discuss these 
comments further or answer any questions you may have.   

Sincerely, 
 

 
Francisca N. Mordi 
 
cc: Ms. Marsha Ramirez  

TE/GE Director  
Exempt Organizations Examinations  
Internal Revenue Service  
1100 Commerce Street  
Mail Stop: MC 4900 DAL  
Dallas, Texas 75242 

 

mailto:fmordi@aba.com


N
am

e o
f 

G
eo

grap
h

ic 

C
ity

State
To

tal A
ssets ($

0
0

0
)

A
sso

ciatio
n

Lim
it

P
en

tago
n

 Fed
eral C

red
it U

n
io

n
A

lexan
d

ria
V

A
1

4
8

9
4

8
9

8
N

atio
n

al M
ilitary Fam

ily A
sso

ciatio
n

, V
o

ices fo
r A

m
erica's Tro

o
p

s
N

o

A
llian

t
C

h
icago

IL
7

5
9

2
4

2
0

O
rp

h
an

 Fo
u

n
d

atio
n

 o
f A

m
erica

N
o

Secu
rity Service Fed

eral C
red

it U
n

io
n

San
 A

n
to

n
io

TX
6

1
6

7
9

2
7

5
0

 P
lu

s C
lu

b
, C

o
n

su
m

er U
n

ited
 A

sso
ciatio

n
Yes

Su
n

co
ast Sch

o
o

ls Fed
eral C

red
it U

n
io

n
Tam

p
a

FL
5

0
1

5
7

4
3

SSFC
U

 R
etirem

en
t A

sso
ciatio

n
N

o

D
elta C

o
m

m
u

n
ity

A
tlan

ta
G

A
3

8
8

0
8

4
9

G
ettin

gA
h

ead
 A

sso
ciatio

n
 

N
o

D
igital

M
arlb

o
ro

u
gh

M
A

3
6

5
0

7
8

2
8

 o
rgan

izatio
n

s
N

o

P
atelco

San
 Fran

cisco
C

A
3

5
7

1
2

1
4

C
o

m
m

u
n

ity A
sso

ciatio
n

 fo
r En

gagin
g Yo

u
th

 
N

o

K
in

ecta
M

an
h

attan
 B

each
C

A
3

5
2

9
9

1
4

C
o

n
su

m
ers C

o
o

p
erative So

ciety o
f San

ta M
o

n
ica

N
o

Lo
ckh

eed
 Fed

eral C
red

it U
n

io
n

B
u

rb
an

k
C

A
2

9
2

3
4

3
2

A
m

erican
 C

o
n

su
m

er C
o

u
n

cil
N

o

M
o

u
n

tain
 A

m
erica

W
 Jo

rd
an

U
T

2
7

7
7

5
1

4
A

m
erican

 C
o

n
su

m
er C

o
u

n
cil

N
o

A
d

d
iso

n
 A

ven
u

e
P

alo
 A

lto
C

A
2

4
1

2
9

2
0

Fin
an

cial Fitn
ess A

sso
ciatio

n
N

o

First Tech
n

o
lo

gy
B

eaverto
n

O
R

2
3

2
3

7
9

2
Fin

an
cial Fitn

ess A
sso

ciatio
n

N
o

To
w

er Fed
eral C

red
it U

n
io

n
A

n
n

ap
o

lis
M

D
2

2
4

0
2

8
0

N
atio

n
al C

ryp
to

lo
gic M

u
seu

m
 Fo

u
n

d
atio

n
 an

d
 o

th
er asso

ciatio
n

s
Yes

Lake M
ich

igan
G

ran
d

 R
ap

id
s

M
I

2
1

6
4

3
2

4
A

m
yo

tro
p

h
ic Lateral Sclero

sis (A
LS) A

sso
ciatio

n
 o

f M
ich

igan
N

o

State Em
p

lo
yees Fed

eral C
red

it U
n

io
n

A
lb

an
y

N
Y

2
1

1
8

1
0

8
N

atio
n

al Fed
 o

f B
lin

d
 an

d
 o

th
er o

rgan
izatio

n
s 

?

N
o

rth
w

est Fed
eral C

red
it U

n
io

n
H

ern
d

o
n

V
A

2
0

5
1

3
4

7
Fin

an
cial A

w
aren

ess N
etw

o
rk

N
o

A
ffin

ity
B

askin
g R

id
ge

N
J

2
0

3
3

7
5

1
Frien

d
s o

f W
h

ittem
o

re an
d

 o
th

er clu
b

s an
d

 asso
ciatio

n
s

N
o

M
ich

igan
 State U

n
iversity Fed

eral C
red

it U
n

io
n

E Lan
sin

g
M

I
1

9
6

2
9

1
0

M
ich

igan
 U

n
ited

 C
o

n
servatio

n
 C

lu
b

s 
N

o

B
ellco

G
reen

w
o

o
d

 V
lg

C
O

1
9

1
2

9
9

9
C

o
n

su
m

ers U
n

ited
 A

sso
ciatio

n
Yes

G
ro

w
 Fin

an
cial

Tam
p

a
FL

1
7

1
4

2
1

2
Frien

d
s o

f M
ilitary Fam

ilies, LLC
Yes

C
alifo

rn
ia C

o
ast

San
 D

iego
C

A
1

6
1

5
5

4
0

A
m

erican
 C

o
n

su
m

er C
o

u
n

cil
N

o

Fo
u

n
d

ers Fed
eral C

red
it U

n
io

n
Lan

caster
SC

1
5

5
4

2
7

8
Frien

d
s o

f Yo
rk C

o
u

n
ty Lib

rary an
d

 o
th

er o
rgan

izatio
n

s
N

o

C
h

evro
n

O
aklan

d
C

A
1

5
4

3
5

8
4

C
o

n
tra C

o
sta C

o
u

n
ty H

isto
rical So

ciety an
d

 o
th

er o
rgan

izatio
n

s
N

o

W
estern

 Fed
eral C

red
it U

n
io

n
M

an
h

attan
 B

each
C

A
1

5
1

4
2

8
7

Su
rfrid

er Fo
u

n
d

atio
n

 o
r Frien

d
s o

f H
o

b
b

s
Yes

JSC
 Fed

eral C
red

it U
n

io
n

H
o

u
sto

n
TX

1
4

7
1

2
1

5
G

alvesto
n

 H
isto

rical Fo
u

n
d

atio
n

 an
d

 o
th

er o
rgan

izatio
n

s
Yes

G
TE Fed

eral C
red

it U
n

io
n

Tam
p

a
FL

1
4

1
1

9
2

1
C

U
Savers

N
o

A
scen

d
Tu

llah
o

m
a

TN
1

3
9

1
6

0
0

5
0

 P
lu

s C
lu

b
Yes

State D
ep

artm
en

t Fed
eral C

red
it U

n
io

n
A

lexan
d

ria
V

A
1

3
2

0
9

7
9

A
m

erican
 C

o
n

su
m

er C
o

u
n

cil
N

o

A
ffin

ity P
lu

s
St P

au
l

M
N

1
3

0
3

4
0

1
A

ffin
ity P

lu
s Fo

u
n

d
atio

n
N

o

P
rem

ier A
m

erica C
red

it U
n

io
n

C
h

atsw
o

rth
C

A
1

3
0

0
7

3
3

A
llian

ce fo
r th

e A
d

van
cem

en
t o

f A
rts &

 Ed
u

catio
n

N
o

U
n

iversity Fed
eral C

red
it U

n
io

n
A

u
stin

TX
1

2
6

8
4

4
7

U
n

iversity o
f Texas Lo

n
gh

o
rn

 Fo
u

n
d

atio
n

N
o

U
n

ited
St Jo

sep
h

M
I

1
2

2
8

4
0

5
A

m
erican

 C
o

n
su

m
er C

o
u

n
cil

Yes

Stan
fo

rd
 Fed

eral C
red

it U
n

io
n

P
alo

 A
lto

C
A

1
2

1
3

2
1

2
M

u
seu

m
 o

f A
m

erican
 H

eritage o
r Frien

d
s o

f P
alo

 A
lto

 Lib
raries

N
o

N
u

visio
n

H
u

n
tin

gto
n

 B
each

C
A

1
1

9
1

9
3

1
A

m
erican

 C
o

n
su

m
er C

o
u

n
cil

N
o

N
A

SA
U

p
p

er M
arlb

o
ro

M
D

1
1

0
6

2
8

8
A

m
erican

 C
o

n
su

m
er C

o
u

n
cil

N
o

C
alifo

rn
ia

G
len

d
ale

C
A

1
0

4
4

9
3

8
P

aren
t Teach

er A
sso

ciatio
n

, C
o

n
trib

u
to

r to
 P

u
b

lic TV
?

P
en

 A
ir Fed

eral C
red

it U
n

io
n

P
en

saco
la

FL
1

0
3

1
2

8
4

Frien
d

s o
f th

e N
avy-M

arin
e C

o
rp

s R
elief So

ciety M
em

b
er

N
o

C
re

d
it U

n
io

n
s w

ith
 at Le

ast $
1

 B
illio

n
 in

 A
sse

ts U
sin

g A
sso

ciatio
n

s to
 C

ircu
m

ve
n

t Fie
ld

 o
f M

e
m

b
e

rsh
ip

 Lim
itatio

n
s 


