
 
 

 

June 22, 2021 

 

The Honorable Patricia D. Jehlen 

Senate Chair 

The Honorable Josh S. Cutler 

House Chair 

Joint Committee on Labor and Workforce Development 

State House Boston, MA 02133 

 

Statement Relative to Senate 1154, Senate 1183 and House 2019 

Acts Regulating the Use of Credit Reports by Employers 

 

BY EMAIL ONLY 

 

Dear Senate Chair Jehlen, House Chair Cutler and Members of the Committee: 

 

On behalf of Massachusetts member credit unions of the Cooperative Credit Union Association, 

Inc. (“Association”)1, please accept this letter respectfully requesting your consideration of the 

position of credit unions on Senate 1154, Senate 1183 and House 2019, Acts Regulating the Use 

of Credit Reports by Employers. 

 

The thrust of these bills add a new section to Chapter 93 to regulate the use of credit reports by 

credit unions as employers and prohibit persons from using credit reports for the purpose of 

employment screening or hiring decisions except when required by federal or state law.2 Similar 

to federal law3, the bills provide that if a credit screening is required by federal or state law, then 

 
1 The Association is the state credit union trade association, serving approximately 160 state and 

federally-chartered, not-for-profit financial cooperatives owned by over 3 million consumers as 

members. On average, one in three Massachusetts consumers are credit union members. 

Furthermore, the industry employs over 7,500 full and part-time employees. As not-for-profit 

cooperatives, over 2,000 volunteer directors further serve credit unions who deliver $217 million 

in member benefits annually. Credit union member benefits include higher yield on savings: 

$157.7 million; lower fees: $43.9 million; lower loan rates: $15.7 million; and savings to 

nonmembers: $84.7 million (by impact of credit union presence in the marketplace). 
2 For purposes of loan origination, direct statutory provisions apply. Loan originators are 

generally subject to The Secure and Fair Enforcement for Mortgage Licensing Act, Regulation Z 

of the Truth in Lending Act, and Chapter 255F of the Massachusetts General Laws which set 

forth the background investigation requirements for loan originators and include an authorization 

to obtain an independent credit report from a consumer reporting agency. 
3 The Fair Credit Reporting Act (“FCRA”) is the leading federal law that sets the standards for 

employment screenings, including credit checks. The Equal Employment Opportunity 

Commission oversees how credit information can be used in hiring decisions. Under the FCRA, 

credit unions must comply with the following standards when conducting a credit check on a 

potential or current employee:  
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the employer must obtain the employee's or applicant's written consent each time the employer 

seeks to obtain the employee's or applicant's consumer report. They also provide that an 

employer who intends to make an adverse employment decision on the basis of the report must 

first disclose in writing the reasons for the decision and offer the employee or applicant an 

opportunity to dispute the accuracy and relevance of the information. Finally, the bills prohibit 

the employer from passing along the costs of obtaining the report to the employee or applicant; 

prohibit the employer from retaliating against complaints or requesting a waiver of the law; and 

provide that violations of the law are unfair practices under M.G.L. C. 93A, the state unfair and 

deceptive practices act, also referred to as the Massachusetts Consumer Protection Law.  

 

A. Credit Unions are Heavily Regulated, Not-for-Profit Financial Cooperatives  

Who Support Workplace Protections for Employees, Potential Employees  

and Consumer Members  

  

All Massachusetts credit unions are heavily regulated. Federally-chartered credit unions are 

primarily supervised and insured by the National Credit Union Administration. State-chartered 

credit unions are primarily supervised by the Division of Banks and Loan Agencies and insured 

by the National Credit Union Administration as well as the Massachusetts Credit Union Share 

Insurance Corporation. In the employment space, numerous other agencies at the federal and 

state level also have jurisdiction.4 Moreover, both federal and state credit union regulators have 

launched awareness campaigns to promote diversity, equity, and inclusion in hiring and other 

credit union activities. 

 

Section 205(d) of the Federal Credit Union Act governs whether an individual may be employed 

by an insured credit union. All Massachusetts credit unions are prohibited from employing any 

person who has been convicted of any criminal offense involving dishonesty or breach of trust, 

including money laundering or any criminal offense concerning the illegal manufacture, sale or 

distribution of or trafficking in controlled substances. Unfortunately, there is currently no 

comprehensive list of all crimes that bar employment or that would require an application for a 

waiver and the express written consent of the NCUA. Whether a crime involves dishonesty, or a 

breach of trust is determined based on the statutory elements of the crime. 

 

Written approval: Before conducting a credit check, credit unions must provide notice in writing 

and obtain a written authorization.  

Current information: Generally, the credit report cannot include negative information that is 

seven or more years old. It also cannot include bankruptcies that are more than 10 years old. 

Nondiscrimination of bankruptcy filings: Credit unions as employers cannot discriminate against 

solely because of bankruptcy filings.  

Disclosures required: If adverse action is taken by a credit union because of the report, then a 

disclosure is required as well as the contact information for the third-party agency used to obtain 

the credit report. 

Free copies available: A copy of the credit report must be provided for free, in addition to a free 

report any time it is used for adverse action by an employer. 

Right to dispute the information: If the data in the report is inaccurate, you can dispute 

the findings. 
4 Agencies include but are not limited to the U.S. Department of Labor, Equal Employment 

Opportunity Commission, Massachusetts Attorney General and the Commission Against 

Discrimination. 
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As a result, credit unions are required to perform a “reasonable inquiry” regarding an applicant’s 

history as part of the hiring process, but no guidance is provided on what constitutes a 

“reasonable inquiry.” At a minimum, credit unions must establish a screening process that can 

produce all relevant information pertaining to a job applicant. This includes, for example, 

completion of a written employment application. If there is a violation, regulators will look to the 

circumstances of the situation to determine whether the inquiry was reasonable. Among the 

suggested measures that credit unions can take are a third-party background check and a credit 

check as employees handle large sums of cash and access sensitive consumer financial records. 

 

B. Credit Unions Request an Express Exemption as Local Financial Services 

Providers 

 

Human capital is valued by credit unions at the highest level. Staff serve on the front line as 

financial first responders, having direct contact with members and serving as ambassadors to the 

local community. Accordingly, the use of credit checks is paramount to meet regulatory 

compliance expectations for current or potential employees, who serve in a fiduciary capacity or 

other position of trust, performing financial transactions and accessing confidential member 

information daily.  

 

Credit unions now face the growing challenge of navigating a complex labyrinth of federal and 

state background screening and investigation requirements. The pending bills, without further 

clarification, will contribute to this complexity by prohibiting practices that credit unions 

regularly engage in, such as obtaining credit history information, in employment decisions, to 

otherwise protect the security and confidentiality of member financial information and the safety 

of a cash business. The Association respectfully requests clarity and transparency in any final 

proposal released by this Committee through the addition of an express exemption to the 

prohibition on the use of credit reports in the hiring and employment context for credit unions as 

financial service providers. 

 

Thank you for the opportunity to express these views. If you or your staff have any questions or 

concerns, then please do not hesitate to contact the Association at advocacyma@ccua.org. 

 

Sincerely, 

  

Ronald McLean 

President/CEO 

Cooperative Credit Union Association, Inc. 

 

RM/mac/kb 
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