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March 15, 2022 
 
The Honorable Monique Limón 
Chair, California State Senate Banking and Financial Institutions Committee 
1021 O Street, Room 7330 
Sacramento, CA 95814 
 
RE: Senate Bill 1176: California Community Reinvestment Act  
 
On behalf of our nearly 250-member credit unions, the California Credit Union League (CCUL) 
must respectfully oppose SB 1176 the California Community Reinvestment Act.  While we agree 
with the intent to serve the underserved, CCUL does not believe that subjecting community 
based not-for-profit member-owned cooperatives to a state CRA is the best way to achieve this 
noble goal.  
 
Background 
The federal Community Reinvestment Act (CRA) was passed in October of 1977 after months of 
contentious debate. The bill was introduced and then passed to counteract the discriminatory 
lending practices of the large commercial banks, namely the practice known as "redlining,” 
which restricted the loans into specific communities due to lower incomes and higher 
proportions of minority residents.  Credit unions were not included in the federal legislation 
and continue to not be included thanks to our member-owned status and the fact that credit 
unions are credited to serve their members’ banking and lending needs.  Credit unions 
are community-based financial cooperatives that exist to offer pooled savings and lending 
services for member-owners. They serve at the exclusive pleasure of their members, not 
shareholders, are governed by an unpaid volunteer Board of Directors, and work to advance the 
interests of the communities—geographic, workplace, faith-based, or educational—where 
those members live and work.  
 
General Comments 

a. SB 1176 Significantly Expands the Federal CRA  
SB 1176 takes the federal CRA, and not only applies them to credit unions, but also significantly 
expands the scope of the examination process and data collection, which will negatively impact 
not only credit unions, but the members of the credit unions.   Any sort of data collection can 
prove to be both costly and time consuming and as community based not-for-profit lenders, 
any dollars spent on regulatory compliance impacts the members in the community directly.  
 

b. Credit Unions are Subject to Certain Legal Restrictions 
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In addition to the cost and regulatory burden, SB 1176 fails to consider that credit unions are 
subject to a series of legal restrictions that impact compliance with SB 1176.  There are two 
main legal restrictions that would make compliance problematic for credit unions; specifically: 
(1) field of membership restrictions; and (2) the member business lending cap.  The following 
outlines our specific concerns:  
 

i. Field of Membership 
Unlike other lenders, many credit unions are limited on who they can accept deposits from in 
their community.  These credit unions can only accept deposits and memberships from 
individuals that satisfy a single common bond requirement based on trade, industry or 
profession.  This limitation has the direct consequence of limiting income diversity within the 
individuals that credit unions serve. In the case of the credit unions that can serve a geographic 
area, many of these still are rooted in their original trade, industry or profession.   
 

ii. Member Business Lending Cap 
The other major restriction that would make complying with a state CRA difficult for credit 
unions is the member business lending cap. By law, credit unions are prohibited from lending 
any more than 12.25% of their assets to businesses. Yet, affordable housing development and 
small business lending are key components of assessing CRA performance. Credit unions would 
like to do more to support the small businesses of California and fund more affordable housing 
projects, but due to this federal cap, they can only do so much in this important space.  
 

c. Credit Unions are Subject to Fair Lending Laws 
Credit unions have had the reputation of offering full and fair service to all their members, 
including those of modest means.  In addition, credit unions, just like all other financial 
institutions, remain subject to fair lending laws – which prohibits all financial institutions from 
engaging in discriminatory lending practices.  
 
Final Comments 
Credit unions are financial cooperatives that exist solely to provide pooled funds for member-
owners and should be recognized as the good actors they are. According to 2020 Home 
Mortgage Disclosure Act (HMDA) data, all major borrower groups are much less likely to be 
denied at California state-chartered credit unions compared to banks operating under CRA in 
the state. Furthermore, the average credit union loan size is 37% lower versus a bank. Due to 
their unique structure, credit unions do not need a push to serve people of modest means, it is 
embedded in the mission of all credit unions. CCUL firmly believes that subjecting credit unions 
to CRA that exceeds the federal CRA is not only unnecessary but will also have unintended 
consequences in the marketplace.   
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For the reasons listed above we must oppose SB 1176.  If you have any questions regarding the 
California Credit Union League’s position, please contact Robert Wilson at (916) 325-1366 or 
robertw@ccul.org.  


