




































































































































































































  
 

 

 
 

 

 

 
 
 
 
 
 

WRITTEN COMMENTS FOR THE COMMITTEE ON CIVIL RIGHTS  
OF THE NEW YORK CITY COUNCIL  

 
 

HEARING ON INTRO 261 
 

FRIDAY, SEPTEMBER 12, 2014 
 
 
The Partnership for New York City represents the city’s largest private sector employers, 
investors and leading entrepreneurs. We write to outline specific concerns with Intro 261, 
legislation before the City Council that would ban employers from using credit background 
checks in employment decisions. Our opposition to this legislation is two-fold: first, it is an 
unnecessary imposition on New York City employers; second, it interferes with the rights of 
employers to protect themselves and their customers against losses incurred as a result of 
poor vetting of employees in highly sensitive positions.  
 
Employers use credit checks for very limited purposes. The best data available on this subject 
comes from a 2012 survey by the Society for Human Resource Management,1 which suggests 
that the rationale for enacting this legislation is flawed:  
 

• Use of credit checks in employment is already regulated at the federal level. 
Under current law, an employer must give a job applicant advance notice and 
secure the applicant’s signed consent before a credit check can be performed. If an 
applicant is at risk of not being hired in whole or in part because of a credit report, 
the employer must inform the applicant and provide a copy of the report (so they 
may dispute any inaccuracy or incompleteness of information) and a statement of 
the individual’s rights under federal law. Finally, the employer must provide the 
same individual with a second notice once a final decision to not hire is made.  

 
• Most employers (53 percent) do not conduct credit checks at all. Only 13 percent 

conduct credit checks on all job candidates while another 34 percent only do so for 
select positions.  

 
• The vast majority of credit checks are only performed for positions that are 

conferred a great deal of trust. These positions include ones with financial or 
fiduciary responsibilities (87 percent of employers that conduct credit checks do so 
for these positions), senior executive positions (42 percent), and ones with access to 
highly confidential employee information (34 percent).  



• Employers overwhelmingly use credit checks at the end of the hiring process, 
not to screen out applicants up front. Of the employers that conduct credit checks, 
most either initiate them after making a contingent job offer (58 percent) or after 
the job interview (33 percent). Very few employers (2 percent) initiate credit checks 
before a job interview, as employers have to pay a fee to do so. 

 
• Medical treatment debt is not considered during the hiring process. Of the 

employers that use credit checks, practically none (< 1 percent) consider a 
candidate’s past medical-related debt, education-related debt, or home foreclosure 
when making an employment decision. Instead, employers are more focused on 
multiple instances of charge offs or large sums of debt from multiple sources, which 
may indicate that a person has exhibited questionable judgment or an inability to 
manage their finances. For positions dealing with company finances or consumer 
assets, such information may be extremely relevant.  

 
• Employers regularly allow candidates to explain their credit history. Nearly two-

thirds of employers (64 percent) allow candidates to explain the results of their 
credit report before a decision to hire or not hire is made. And 80 percent of 
employers have hired a job candidate whose credit report contained information 
that reflected negatively on the candidate’s financial situation. 

 
 
Intro 261 would make the use of credit checks in employment an illegal, discriminatory act 
with only one exception: when federal or state law mandates that an employer run a credit 
check. With the increasing problems of identity theft and cyber-fraud, it is more important 
than ever that employers ensure that employees in highly sensitive positions – financial or 
technological – are carefully vetted.  
 
Ten states and the City of Chicago have passed laws that regulate credit checks, but all 
contain exemptions that illustrate situations in which credit history is relevant. These 
exceptions include certain types of employment, such as positions in law enforcement and 
investigative agencies, and positions in banking, financial institutions, credit unions and 
insurance companies. Exceptions also include persons whose employment carries a fiduciary 
responsibility to the employer, or to the client of the employer, including those with access 
to an employer’s payroll information, and employees with the authority to issue payments, 
collect debts, transfer money and enter into contracts. Further, some laws have exempted 
managerial or supervisory roles, or provided exceptions based on “bona fide occupational 
requirement,” for example, jobs that involve use of a corporate debit or credit card or access 
to confidential financial information, trade secrets or other confidential information. 
 
The exceptions in these laws align with the U.S. Equal Employment Opportunity 
Commission's guidance on the issue, which says that credit checks should be avoided but 
that “exceptions exist if the employer can show that such information is essential to the 
particular job in question.”2 Indeed, the EEOC itself runs credit checks for 84 of its 97 
positions.3  



Credit checks are particularly important to employers in the financial services industry which 
employs over 300,000 people in NYC (nine percent of the city’s private sector jobs) and 
comprises 30 percent of the total private sector payroll.4  Credit checks are part of a due 
diligence process that is designed to protect consumers, which should certainly be a priority 
goal of the Council.  
 
We urge the Council not to enact Intro 261 and certainly not without exemptions that are 
important to safeguard consumers and employers. Thank you for your consideration. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1 Society for Human Resource Management. “SHRM Survey Findings: Background Checking – The Use of Credit 
Background Checks in Hiring,” July 19, 2012. 
http://www.shrm.org/Research/SurveyFindings/Articles/Pages/CreditBackgroundChecks.aspx 
2 U.S. Equal Employment Opportunity Commission. “Pre-Employment Inquiries and Credit Rating or Economic 
Status,” accessed August 25, 2014. http://www.eeoc.gov/laws/practices/inquiries_credit.cfm 
3 EEOC v. Kaplan Higher Education Corp, decision by the U.S. Court of Appeals for the 6th Circuit, filed April 9, 2014. 
http://www.ca6.uscourts.gov/opinions.pdf/14a0071p-06.pdf 
4 New York State Department of Labor. Preliminary data from 2013 Quarterly Census of Employment and Wages 
(QCEW). 
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