
 

 

 

 

 

 

July 13, 2021 
 
Ohio Congressional Delegation,  
 
On behalf of Ohio’s 479 financial institutions collectively represented by the Ohio Credit Union League 
(OCUL) and the Ohio Bankers League (OBL), we are writing to raise our collective concerns with the 
Administration’s Tax Gap Compliance proposal. In the coming months, Congress will engage in 
significant debates and negotiations over an infrastructure package and funding for the federal 
government. We respectfully request your opposition in adding additional regulatory burdens currently 
contemplated for Ohio’s smaller financial institutions, like community banks and credit unions.  
 
Our collective associations support adequate funding and allocated resources to promote compliance with 
federal tax code and reporting requirements. To that end, banks and credit unions already provide 
significant data to the Internal Revenue Service (IRS) and other financial federal compliance extensions, 
such as the Financial Crimes Enforcement Network (FinCEN). However, the proposal to create additional 
IRS-like reporting requirements for financial institutions appears to impose unjust cost and complexity 
without much benefit.  
 
The American Families Plan contains a suspected information reporting expansion for financial 
institutions to close any discrepancies for income tax filers between taxes owed and taxes paid, or the tax 
gap. Under the proposal, financial institutions would be required to report data on business and personal 
financial accounts in an information return. This reporting requirement would apply to a wide range of 
accounts offered by financial institutions, including checking and savings accounts, loans, investment, 
and fiduciary accounts, among others.  
 
If this proposal within the Tax Compliance Agenda moves forward, it would create an undue burden on 
OBL and OCUL member institutions. Ohio-based financial institutions provide many account types and 
already assist the IRS by suppling substantial tax reporting documentation connected to specific 
accounts. This proposal would extend the industry’s process to apply to every product and relationship a 
consumer has with their financial institution, creating a compliance nightmare for smaller financial 
institutions. 
 
Ohio’s smaller financial institutions, like community banks and credit unions, would experience substantial 
hurdles to meet a new tax reporting compliance requirement. If the reporting is as comprehensive as 
implied, several implementation challenges and considerations could result:  
 

• Accurately capturing rapidly changing account balances that change several times a day 
• Designing and supporting core system capabilities to capture gross inflows and outflows and 

other information to be reported 
• Defining the entities and account holders within the scope of the statute 
• Identifying transactions with foreign accounts 
• Identifying cash transactions, especially if the requirements differ from currently required Bank 

Secrecy Act (BSA) and Anti-Money Laundering (AML) Currency Transaction Reporting (CTR) 
requirements  

• Navigating customer privacy laws and sharing sensitive information with third-party vendors and 
institutions 

• Communicating new data expectations with consumers and gaining their commitment 
• Ensuring system and vendor capabilities can support an exponentially larger number of 

information returns that would be filed 
• Implementing any de minimus protocols for reporting. 



 

 

• Establishing processes to respond to any IRS 972CG penalty notices.  
 

The Tax Gap Compliance proposal also has significant privacy and data protection ramifications. 
Policymakers must consider how account-holder data would be protected and whether a program of this 
scale and scope infringes on the American people’s reasonable expectation of privacy. As noted in the 
Administration’s Tax Compliance Agenda, the IRS experiences 1.4 billion cyberattacks annually. 
Unfortunately, the IRS has a continued track record of data breaches and continues to deal with the 
fallout of identity theft and the filing of false tax returns. Adding an entirely new set of data without first 
ensuring the security of existing IRS records will only compound this systemic problem and expose even 
more customer data.  
 
In addition to the challenges associated with protecting this new data, policymakers should consider the 
potential unintended consequences of leveraging financial institutions’ relationships to execute such a 
large-scale and detailed reporting regime. Privacy concerns are already cited as one of the top reasons 
that individuals choose not to open bank accounts. A reporting regime of this magnitude could exacerbate 
the wealth gap in this country by pushing those households on the cusp of banking services back into the 
unbanked and underbanked population. 
 
Proponents of the Tax Compliance Agenda have stated that financial institutions already have this 
information and compliance would be a simple check the box process. Based on our conversations with 
our member institutions that is not the full story. In most cases, Ohio’s small financial institutions would 
have to hire more compliance officers or pay large sums to core processors to collect and make 
reportable that information.  
 
Lastly, it is important to consider that the proposed reporting requirement does not remedy the issue it 
intends to address. The suspected broader issue is the IRS currently does not have the proper 
infrastructure to capture the information. In a recent hearing in front of the U.S. House Ways and Means 
Committee, IRS officials testified they can close the tax gap if Congress empowers the agency with the 
necessary resources to modernize its information technology infrastructure, build a strong human capital 
office, and assemble talented research teams. The agency also claimed that an $80 billion investment in 
the IRS would yield some $325 billion in revenue. 1 
 
The inclusion of the Tax Gap Compliance proposal within the American Families Plan and the Tax 
Compliance Agenda is a problem seeking a solution, ultimately placing an undue compliance burden on 
Ohio’s smaller financial institutions, like community banks and credit unions. The Administration and 
Congress should examine how to better empower federal government agencies geared towards tax 
compliance, such as the IRS, rather than shifting compliance reporting requirements to smaller financial 
institutions. We appreciate your careful consideration and look forward to further dialogue on this 
important issue. 
 
Sincerely, 

 
 
 
 

Michael J. Adelman     Paul L. Mercer 
President & CEO, Ohio Bankers League   President, Ohio Credit Union League 

 
1 
https://waysandmeans.house.gov/sites/democrats.waysandmeans.house.gov/files/documents/Mazur_Tes
timony.pdf 
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