
2018 CREDIT UNION MODERNIZATION TALKING POINTS  
Senate 2556 and House 4612 

 
- An opportunity presents itself for the Legislature to be a leader and advance the most significant, 
comprehensive and modern update to credit union law, the first-in-the nation, passed in 1909. Senate 
2556 and House 4612 are identical credit union modernization bills. 

 
-Modernizations are needed when laws become scattered and outdated. Laws that are clear and 
accessible are more likely to be swiftly understood, comprehensively complied with and consistently 
enforced. Any modernization is a process which allows the compilation of laws to be reset into a more 
logical, systematic and updated body.   
 
-All legislative modernizations are a major task and process. The first modernization took place in 1926. 
The only credit union legislative recodification was technical in nature, led by the Massachusetts Division 
of Banks and Loan Agencies, and took place twenty-eight (28) years ago in 1990. The result was more of a 
maintenance undertaking to provide increased clarity, accessibility and usability by renumbering and 
reorganizing existing sections and correcting cross-references. It also made grammatical, structural, and 
other technical changes. That recodification was the cumulative result of working groups and a partnership 
between state government and the industry and exclusively reorganized existing credit union provisions. It 
contained no substantive changes in powers for credit unions. The most recent, comprehensive financial 
services modernization for banks was enacted in 2014 as Chapter 482 of the Acts of 2014. 
 
-A well maintained statutory framework governing credit unions serves such entities, state government and 
consumers for many years.  Most importantly, it promotes public confidence in the credit union 
industry. It also keeps the state credit union charter attractive and competitive. With the passing of 
time, limited changes in authorities are insufficient to keep pace with advancements in technology, updates 
in federal law, consumer demand and an attractive state charter. Eventually all banking statutes need to be 
updated and modernized in a comprehensive manner to revitalize our governing laws, to protect consumers 
and to keep the Commonwealth at the forefront of a vibrant financial services industry. The time is now for 
credit unions. 
 
-The current legislative proposals represent a broad industry consensus. It began with 
recommendations of a member state-chartered credit union Industry Working Group. The 
Massachusetts Commissioner of Banks, the Joint Committee on Financial Services, and other bank 
trade groups also provided direct input into the proposal this year. The goal was simple: to keep the 
state credit union charter a viable option in Massachusetts to continue to deliver reasonably priced, quality, 
local products and services to consumers as the financial services industry evolves. 
 
-The parameters for change were existing authorities applicable to federal credit unions in the 
Commonwealth, recent credit union changes in other states, and areas of commonality based on the 
recent passage of the bank modernization bill. These proposals, re-filed measures, are largely comprised of 
technical changes aimed at a general modernization of credit union provisions. The bills represent a 
streamlining of provisions, incorporate bill language previously introduced by regulators and industry input. 
Many changes are technical corrections, companion section changes, or made to reflect the updated version 
of the General Laws published since the previous bill pending in the 2015-2016 legislative session. Some 
proposed changes are updates and impact provisions that have never been amended since their adoption or 
first amendment/adoption in 1926. 
 
-No changes to the volunteer nature of Boards of Directors, the not-for-profit cooperative or the one 
member, one vote structure were made. Credit unions remain the purest form of mutual structure for 
financial institutions in the Commonwealth under the proposal.  
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Overview:   60 provisions are modernization of existing powers; 22 are technical in nature; and 2 are 

new at the request of the Joint Committee on Financial Services and relate to the 
application of the 18/65 rule to credit unions and branch application fees.  

 
Governance:  Streamlines annual meeting processes; improves internal Board communications and 

reports with appropriate delegation to management; inserts flexibility for optional credit 
committees and streamlines committee composition; reduces the minimum number of 
directors; authorizes Associate Director positions; modernizes incorporation provisions. 

 
Members:   Authorizes electronic member voting; eliminates approval of director/committee expense 

by members at annual meeting. 
 
Transactions:   Creates a two-way street for credit union mergers: state to federal charter and federal 

charter to state. 
 
Structure:   Recognizes the low-income credit union designation with the ability of the Commissioner 

to add authorities. 
 
Operations:   Expands fixed asset investments without regulatory approval; requires only changes in 

blanket or schedule bonds to be approved; and permits the delegation of authority by the 
Board of Directors for membership application approvals and the declaration of interest 
to be paid on deposits. 

 
Deposits/Loans:  Allows for prepaid funeral trust accounts; increases partners for participation loans; 

streamlines personal loan authority; eliminates 100 mile radius for real estate loans. 
 
Technology:   Clarifies permissibility of electronic loan applications. 
 
Eliminates:   Numerous outdated advance regulatory approvals such as name and location changes and 

selection of auditor.  
 
Parity: Elimination of 90-day waiting period for regulation to become effective. 
 
Technology:   Incorporates the impact of technology to permit electronic member voting and 

transactions. 
 
CUERA:   Modernizes provisions, including scope of plan participants to include any bank or credit 

union in the United States, CCUA, and MCUSIC; and updates IRS provisions. 
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