Credit Report Credentialing


Effective January 1, 2007 any client who needs to order employment credit reports must complete a new credentialing process. CHRM clients have always been required to follow FCRA consumer reporting regulations. The three major credit bureaus, Equifax, Experian and Trans Union, are now enforcing regulations requiring all companies that receive credit reports to be credentialed.  These regulations are in place to keep companies in compliance with the Fair Credit Reporting Act (section 604 (b)) and as a response to the risk of identity theft and misuse of information. 

In February of 1995, a local credit company sent letters to approximately 140,000 people who were at risk for identity theft. This risk was the result of their consumer reporting company selling information to people who they believed to be in legitimate businesses.  Add to that the most recent disclosure that credit information was sold or lost and it was inevitable that the credit bureaus needed to prevent something like this from happening again. 

To ensure that due diligence is done they are now requiring all companies receiving credit information to prove that they are legitimate businesses and that they are receiving the information for a legitimate purpose.  These regulations will affect all companies obtaining credit reports.  Any company that is receiving credit information from any of the three major credit bureaus, whether directly or through a third party, is now required to go through this process.

To complete the credentialing process CHRM is using ComplyTraq, a company approved by the credit bureaus.  The credentialing process involves three steps:

One, the “Application for Use of Consumer Reports” form must be completed.  This form can be found on our web site www.chrm.org under Links/Fair Credit Reporting Act/Credit Credentialing. Please complete and forward this form to CHRM.  

Two, an on-site inspection of your facility will be scheduled. The inspector will be verifying that your company is a legitimate business and will be looking at how securely the credit information is stored, who has access to it, and how it is to be disposed of.

Three, ComplyTraq will forward the verification to CHRM so that credit reports can be made a part of your report. 

All of us have questions concerning the credentialing process. We have posted the information that we sent in 1998 covering the FCRA on our website. We did not require completion of the “Client Certification of Compliance” form as most clients used our consent forms and there were a limited number of clients that requested credit reports. We will now use the ComplyTraq certification process for companies that have a need for employment credit reports. You will note that there are some updates about employer’s responsibilities for storage and disposal of credit information. 

It is our position, as it has always been, that you need to keep a consent form on all employees for at least two years.  If you deny employment based on information 

derived from our consumer report you must provide that information and a “Summary of Consumers Rights under the FCRA” to the applicant to give them the opportunity to dispute the information on the report.  You need to keep the information for at least five days after notification.  You will need to shred, erase or destroy any credit information contained in the file regardless of the applicant’s acceptance or denial of employment once there is no dispute of such information.

We are also supplying two documents that CHRM used to support their requirements of clients who request credit reports. One dealing with recently written rules of the FACTA entitled “Federal Record Retention” and the other being a FTC staff opinion entitled “FCRA Record Keeping Requirements” covering consumer report record keeping. It is our opinion that these two papers indicate that all credit reports must be destroyed once the applicant has had a chance to dispute the findings and that the consent to secure applicant information need not be stored for more than two years.

The penalties for failure to observe the shredding rules include: civil liability in which an employee can recover actual damages from his/her employer for all damages incurred from identity theft; statutory damages of up to $1,000 per employee; an employer may open itself to class action liability if a large number of employees are affected; federal fines of up to $2,500 for each violation; and state fines of up to $1,000 per employee.

We must reiterate that we are not in the practice of law and that these are only our interpretations.  You will need to secure legal advice from your own council as far as your internal procedures are concerned.  If you have any questions or concerns about receiving credit reports or the credentialing process, please feel free to contact us at 

your earliest convenience.   
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