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DEFENSE CREDIT UNION COUNCIL

Jason Stverak
Chief Advocacy Officer

July 11, 2025

Council of the District of Columbia
1350 Pennsylvania Avenue, NW
Washington, D.C. 20004

Re: Proposed Amendment Regulating Interchange
Dear Councilmembers:

I am writing on behalf of the Defense Credit Union Council (DCUC), which represents more than 200 defense-
focused credit unions serving military members, veterans, Department of Defense civilians, and their families.
Many of these credit union members live, work, and do business in the District of Columbia, and DCUC’s
member credit unions are among the financial institutions that small businesses, residents, and visitors to the
District depend on every day to make and accept safe, secure, and efficient payments. We have been made aware
that some Councilmembers may be considering an amendment to the Budget Support Act to fundamentally
change the way credit and debit cards are processed in the District of Columbia.

We strongly oppose any such amendment because, aside from thwarting legitimate public input on the issue, it
will cause chaos, confusion, and outrage for District small businesses and their customers.

The proposed amendment would mirror D.C. Bill 26-138, which is primarily advocated for by big box retailers
and large national restaurant chains, and is fraught with both unknown and unintended consequences. Not the least
of these include lower District sales tax collections and outrage for District residents and visitors when they are
unable to use their own debit or credit card to pay for taxes and tips on meals, groceries, and other everyday
purchases. Finally, this action would dramatically reduce the wages of tipped employees in the District, as many
of their customers do not carry cash, which will be necessary to pay tips.

The Proposed Amendment Circumvents Public Input

The proposed amendment is a naked attempt to circumvent legitimate public input. We note that Bill 26-138 was
introduced in late February, in the middle of the Council’s performance oversight season. Since then, there has
been no hearing on the issue, no discussion of this issue during the Council’s public budget hearings, and,
importantly, no discussion of it during the two full days of Council work sessions on the budget. Yet now, just
prior to the Council’s vote on the budget, some Councilmembers are attempting to sidestep public input, the
Committee on Business & Economic Development, and the regular order on an extraordinarily complex issue with
potential negative consequences for the District, its residents, and businesses. This ill-considered effort should be
rejected.
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D.C. to Follow Illinois’s Disastrous Example?

This year alone, 20 states considered and rejected bills to prohibit interchange on taxes and tips. That follows the
rejection of more than 60 such bills in state legislatures prior to this year. Serial rejections of the policy are not a
coincidence when legislators learn what the policy truly means for their constituents. In fact, the policy has been
enacted only once, when it was inserted—Iiterally in the middle of the night—before the Illinois legislature voted
on a 1,275-page budget bill in 2024.

Much as some Councilmembers propose to do here, the Illinois budget amendment was not enacted through
regular order, nor was there a hearing or public debate regarding the issue. That lack of understanding led to
significant confusion, including from the Office of the Comptroller of the Currency, appointed by former
President Biden, who called the similar Illinois bill “ill-conceived, highly unusual, and largely unworkable.” This
June, owing to this confusion and continuing legal battles, Governor J.B. Pritzker signed HB 742 to delay the
implementation of the interchange prohibition by another year. Some Illinois legislators so regret the policy that
they introduced legislation to repeal it. The bottom line, however, is that the policy proposed by this amendment
has never been implemented anywhere in the United States or the world.

Finally, to date, Illinois has already invested considerable taxpayer resources defending the interchange policy—
so far unsuccessfully—in federal court. Late last year, a federal judge stayed the implementation of the policy on
national banks and credit unions, finding that it is likely to be preempted by the National Bank Act. This case is
still pending, but it defies logic and fiscal prudence for the Council to take action on the issue before it is resolved.

Two States Believe It Will Lower Tax Revenues

This year the Departments of Revenue in Alaska and Rhode Island warned their legislatures that prohibiting
interchange on taxes and tips would likely reduce tax receipts in the state. No state has found that it would lead to
an increase in tax revenues, because as Neena Savage, the Tax Administrator for the State of Rhode Island, put it:
“Further, the interplay between businesses and those prohibited from charging interchange fees could result in
challenges for businesses that will reduce tax collections and negatively impact tax administration.”

There can be no question that the follow-on effects of prohibiting interchange, as is being discussed by certain
Councilmembers, will result in chaos, customer outrage, and significant reputational damage to the District. This
will only discourage customers from shopping and dining in the District, reducing sales tax collections as
described by Administrator Savage.

Interchange Fuels the District’s Tourism Industry

Interchange is the primary source of income for credit card rewards programs. It is puzzling that the District of
Columbia would choose to be a national leader in the dismantling of credit card customer rewards programs,
which support its tourism industry. In 2023, co-branded airline credit card rewards were used to purchase nearly
300,000 trips to D.C., supporting $317 million in economic activity. The suspension of credit card rewards
programs would be a major hit to the District’s #1 industry. Make no mistake, the proposed amendment takes
direct aim at the District’s Golden Goose.

Those who argue that credit card issuers will not cut rewards programs have not been paying attention. When
Congress passed regulations on debit card interchange in 2010, that is precisely what occurred to debit card
rewards programs—these programs no longer exist. A similar retreat from credit card reward programs will mean
fewer tourist visits, fewer hotel bookings, and overall significantly less economic activity in the Nation’s Capital.
The District’s budget and safety net will pay the price for this ill-conceived policy.



The 2010 law on debit cards also resulted in an increase in the number of unbanked and underbanked Americans,
as well as a reduction in free checking accounts. The full list of reasons for the Council to refrain from upending
the global payments system is too numerous to discuss here. But this underscores the point that the Council should
only take action on this issue after a fulsome public process. This is not accomplished with a last-minute
amendment in the middle of a debate on the District’s budget. Therefore, the only responsible action is to reject
any eleventh-hour Budget Support Act amendment to change the way interchange is regulated in the District of
Columbia.

We respectfully request an opportunity to meet with you or your staff to further discuss these issues and any
questions you may have. Thank you for your continued leadership and consideration.

If you have any questions, please do not hesitate to email me at jstverak(@dcuc.org or contact me via the phone at
202.557.8528.

Sincerely,

i ), . -

Jason Stverak
Chief Advocacy Officer
DCUC
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