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The use of AI and algorithms is becoming ubiquitous in human resources 
(HR) decision-making.  

Enterprises need to use AI and automation to remain competitive. 
It saves costs, increases efficiences, improves decision-making and 
enhances job applicant and employee experience.  

However, in doing so, enterprises are exposed to damaging legal, 
reputational and commercial risks.  

For example, algorithmic tools used to hire candidates can perpetuate, 
amplify and exacerbate historical biases, leading to lawsuits, regulatory 
action and damaging scandals.  

The New York City Bias Audit Law (Local Law 144) was enacted by the 
New York City Council in December 2021.  

The enforcement date of the law was amended in December 2022. The 
law will now be enforced from 15th April 2023, companies are prohibited 
from using automated tools to hire candidates or promote employees, 
unless the tool has been independently audited for bias.

This law affects employers and employment agencies who hire 
candidates or promote employees residing within New York City, as well 
as HR tech vendors who develop and sell automated tools.  

This groundbreaking law shines a spotlight on the importance of 
responsible and trustworthy AI. It will draw attention to biased and 
discriminatory algorithmic HR decision-making 

Forward thinking businesses must act now to establish AI Risk 
Management systems and audit their automated tools for bias.   

KEY TAKEAWAYS

we@holisticai.comholisticai.com
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Local Law 144 mandates bias audits of ‘automated employment decision 
tools’ (AEDTs), which are used by employers or employment agencies to 
employ candidates or promote employees residing in New York City. 

The law also requires employers and employment agencies to publish 
the ‘Summary of Results’ of the bias audit’, and to give 10 business days 
notice before an AEDT is used. 

The law takes effect on 15th April 2023.  Companies should act now to 
prepare to be compliant with the law’s requirements.   

WHAT IS THE NYC 
BIAS AUDIT LAW?  

we@holisticai.comholisticai.com
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The use of AI and algorithms is 
becoming ubiquitous in HR. 
 
Enterprises are unable to remain 
competitive, agile and responsive 
to the demands of the modern 
economy without automating their 
processes and decision-making. 
 
Hiring and recruitment are becoming 
increasingly automated, with 
employers in all industries turning 
to AI to drive efficiencies and make 
decisions. According to recent 
studies, over 75% of businesses 
use or are considering using AI in 
their hiring process, with 7% fully 
automating their approach.  
 
Hundreds of vendors now offer AI-
based recruitment tools that can 
assess candidates’ suitability for 
roles, personality traits, cognitive 
ability, and other competencies 
through automated video interviews, 
resume screening tools, chatbots 
and social media scrapers.   
 
AI makes existing psychometric 
assessment tools more interactive. 
Game-based assessments can 
make pre-employment tests more 
engaging through the addition 

HOW AI IS USED IN HR 

of sound effects, animations and 
timed challenges, and image-based 
assessments can reveal insights 
about candidates’ personalities.  
 
AI is also used to support employee 
engagement, retention and 
performance analysis. AI can 
identify patterns of behaviour that 
signal employees might be at risk 
of leaving, enabling employers 
to intervene. AI can also be used 
to make the onboarding process 
more engaging, personalised and 
efficient. Algorithms also monitor, 
evaluate and score employee 
performance to determine outcomes 
such as promotion, benefits and 
compensation.  
 
Finally, AI is becoming a core part 
of workforce and productivity 
management, especially for 
platform-based companies. 
Algorithms direct the work, 
schedules and movement of gig 
economy workers (e.g., couriers 
and taxi drivers). Algorithms also 
measure employee outputs and 
productivity, to set targets (e.g., in 
manufacturing). 

we@holisticai.comholisticai.com
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Game-Based 
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AI Video
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Management
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To remain competitive, businesses 
have no choice but to use AI and 
automation. It saves costs, increases 
efficiences, improves decision-
making and enhances employee and 
job applicant experience.  

However, AI also exposes enterprises 
to significant commercial, legal and 
reputational risks.  

If enterprises fall foul of AI 
regulations, like the NYC Bias Audit 
Law, they will be subject to penalties 
and legal action. Also, biased 
algorithmic decision-making can 
lead to high-profile scandals and 
media attention.  

As awareness of these issues 
grows, consumers will increasingly 
expect and demand responsible and 
trustworthy AI, which is becoming 
a business enabler and competitive 
differerentiator.  

Algorithms can introduce additional 
sources of bias in addition to human 
biases. For example, the data used to 
train an AI system can be a source of 
bias, if it is not representative (e.g., 
if there is an uneven distribution of 
subgroups) or if it is derived from 
biased human judgements. This 
is how AI tools can automate and 
amplify historical societal biases.  
 

THE RISKS
OF AI IN HR 

One of the most high-profile 
scandals was Amazon’s resume 
screening tool. The company trained 
an algorithm to sift through the 
resumes of applicants by using 
the resumes of those who had 
previously applied to positions at 
Amazon.  
 
Since most of these historical 
applicants were male, the algorithm 
‘learned’ to penalise the resumes 
of female applicants and assigned 
them lower scores. Resumes that 
included the word “women’s” (e.g., 
‘women’s college’) were negatively 
scored, likely because this was not 
a phrase included in any of the 
males’ resumes (which dominated 
the training data). Although the tool 
was retired before it was deployed, 
this case highlights the importance 
of establishing AI Risk Management 
processes and auditing AI tools 
for bias, at each stage of the AI 
lifecycle.    

Deploying biased AI tools in the HR 
context also exposes companies 
to lawsuits, complaints and 
reputationally damaging scandals.  

we@holisticai.comholisticai.com
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Legal Risks Commercial Risks Reputational Risks

For example, a complaint was 
brought against AI-based video 
interview provider HireVue due to 
claims that their facial recognition 
technology could be biased against 
disabled applicants.  

As their subsequent research 
indicated that including facial 
features in the algorithm did not 
significantly improve its predictive 

power, and advancements have been 
made in natural language processing, 
allowing the extraction and analysis 
of language from the interviews, 
HireVue decided to remove non-
verbal features from its analysis, 
as part of their commitment to an 
ethical approach.  

we@holisticai.comholisticai.com
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It is crucial that AI used in HR is 
developed and deployed responsibly 
and ethically. Establishing robust 
AI Risk Management systems and 
processes is the only way to ensure 
that these tools do not cause legal, 
reputational or commercial damage.   

AI Risk Management is the process 
of identifying, verifying, mitigating 
and ultimately preventing AI risks. 
It is an essential part of doing 
business, like safeguarding data and 
ensuring robust cyber security.  

It entails auditing and assurance 
of AI and automated systems, to 
ensure that there are no issues 
relating to bias, system performance, 
transparency or privacy. AI Risk 
Management must be an ongoing 
and continuous process, because 
the performance and outputs of 
AI systems change and evolve over 
time.  

HOW ENTERPRISES CAN 
MITIGATE THESE RISKS 

Auditing and testing of AI systems 
reveals whether any issues with the 
way a system has been developed, 
trained or deployed will give rise to 
biased or harmful decision-making. 
Where any issues are found, these 
can be addressed with state-of-the 
art mitigation techniques.  

Tests and mitigations can also be 
undertaken to ensure AI systems 
are accurate and robust, privacy 
enhancing, and interpretable and 
explainable.  

we@holisticai.comholisticai.com
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To tackle the issue of AI bias, the 
New York City Council passed Local 
Law 144 in December 2021.  

The law mandates bias audits of 
‘automated employment decision 
tools’ (AEDTs), which are used by 
employers or employment agencies 
to employ candidates or promote 
employees residing in New York City. 

The law also has important 
transparency requirements. Once 
the bias audit has been conducted, 
the employer or employment agency 
has to make public the ‘Summary of 
Results’. 

They also need to give candidates 
or employees notice that an 
automated tool is being used, at 
least 10 business days before the 
tool is used.  
 
The law takes effect on 15th April 
2023. From this date, employers or 
employment agencies using an AEDT 
must have conducted a bias audit 
within a year before the tool is used. 
Therefore, if the AEDT is to be used 
on candidates or employees on 15th 
April 2023, a bias audit must have 
already been conducted, but not 
before 15th April 2022.

WHAT IS THE NYC 
BIAS AUDIT LAW? 

What automated employment 
decision tools (AEDTs) require 
bias audits?  

An AEDT is any kind of computational 
system -- based on technologies 
like AI, machine learning, statistical 
modelling or data analytics -- 
which issues an ‘output’, like a 
score, recommendation, ranking or 
classification. 

This law does not just cover 
sophisticated AI or machine learning. 
Relatively traditional technologies 
and automated tools for scoring and 
ranking candidates, which were used 
long before recent advances in AI, 
are also covered.  
 
An AEDT is within the scope of this 
law if it is being used in the context 
of making decisions about screening 
and hiring candidates for jobs, or 
promoting existing employees, who 
reside in New York City.    

The most common example of an 
AEDT is software which screens and 
filters resumes. 

Some graduate programmes, for 
example, receive hundreds of 
thousands of applications. The only 
way that this can be filtered down 
to a manageable number, for humans 
to review, is through automation.  

we@holisticai.comholisticai.com
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Put simply, the automated system 
is trained to identify what a ‘good’ 
CV looks like, and assigns a score or 
recommendation to each one. 

This new law prohibits the use of 
such tools, unless they have been 
audited for bias by an independent 
auditor. 

The law affects any employer 
or employment agency hiring 
candidates or employing individuals 
within New York City. There are just 
under 200,000 businesses operating 
in the city.  

HR techn vendors should consider 
commissioning audits of the 
automated tools they sell, due to 
the new legal obligations on their 
customers.

Who is affected by the NYC
Bias Audit law?

• HR tech vendors who sell AI tools
• Employment and staffing 

agencies
• Enterprises and SMEs who hire 

and employ staff in NYC

What if the tool is only making 
recommendations and not fully 
automating decision-making? 
 
 
The law mandates bias audits 
of AEDTs which are used to 
“substantially assist or replace 
discretionary decision-making”. 

This means that even if the tool 
is not fully automating decision-
making, it is probably still covered 
by the law and should be audited for 
bias.   

According to amendments recently 
proposed by the NYC Department 
of Consumer and Worker Protection 
(DCWP), ‘replace’ means instances 
where no human is involved and 
the output of the automated tool 
is the sole basis of the decision, 
whereas ‘substantially assist’ means 
situations where: 

• the output of the tool is 
weighted as the most significant 
criterion used to make the 
decision; or 

• the output of the tool is used 
to override or modify human 
decision-making.  

In some cases, AEDTs make decisions 
themselves. For example, a human 
may never see the thousands 
of job applications which don’t 
make it past the first stage of 
screening. However, sometimes 
these tools merely provide a score 
or recommendation, which a human 
takes into account when making the 
final decision. Bias audits will likely 
be required in both scenarios.

we@holisticai.comholisticai.com
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Who must conduct the bias 
audit? 
 

The law requires that bias audits 
must be impartial evaluations 
conducted by an “independent 
auditor”. 

The proposed amendments further 
clarify that an ‘independent auditor’ 
must be a “group or person that is 
not involved in using or developing 
an automated employment decision 
tool”. 

This means that an HR tech vendor 
that develops and supplies an 
automated tool to an employer 
cannot conduct the bias audit 
themselves.  

The employer should also not 
conduct the audit themselves, as 
they are using the AEDT. 

What are the requirements
for a bias audit?  

Bias audits must examine whether 
the tool discriminates based on 
protected categories such as 
gender, sex, ethnicity or race. The 
AEDT must be tested to determine 
whether it adversely affects or 
discriminates against one protected 
category over another.  
 
The DCWP’s proposed amendments 
provide additional information on 
exactly how this should be done. The 
bias audit must include a calculation 
of the ‘selection rate’ and ‘impact 
ratio’ for different races/ethnicities 
and sexes. 

The ‘selection rate’ is the proportion 
of individuals in a category who are 
selected to move forward in the 
hiring or promotion process. 

To determine whether a system 
results in disparate impact, auditors 
must also calculate the impact ratio 
of a system, which can be measured 
in two ways: 

• the selection rate for one 
category divided by the selection 
rate for the most selected 
category; or 

• the average score of all 
individuals in a category divided 
by the average score of all 
individuals in the highest scoring 
category. 

In the bias audit examples described 
by the DCWP, the calculations 
are also made for intersectional 
groupings (i.e., selection rates 
and impact ratios are provided for 
different races/ethnicities according 
to their sex). This intersectionality 
enables deeper insight into the 
employment outcomes for different 
sub-groups. It also highlights that 
an intersectional and granular 
approach is encouraged by the NYC 
authorities.  

As the DCWP labels these rules as 
the ‘minimum requirements’ for 
a bias audit, businesses who go 
above and beyond, and take a more 
granular and in-depth approach, will 
be viewed more favourably by the 
NYC enforcement authorities, courts 
and other stakeholders. 

we@holisticai.comholisticai.com
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How often should the bias 
audit be conducted? 

As of 15th April 2023, employers and 
employment agencies must have 
conducted a bias audit within the 
previous year prior to the AEDT being 
used. Therefore, if the tool is to be 
used on 15th April 2023, the audit 
should be conducted before then 
(but after 15th April 2022).

As long as the AEDT continues to 
be used, audits must be conducted 
annually. 

What are the requirements
to publish the Summary of 
Results of the bias audit? 

The law requires that a ‘Summary 
of Results’ of the audits be made 
publicly available on the website of 
the employer or the employment 
agency, which should be updated 
annually as the results from the 
most recent audit become available. 

The proposed amendments require 
that the Summary of Results 
includes the selection rates and 
impact ratios based on sex and race/
ethnicity, the date of the bias audit, 
and the distribution date of the 
AEDT (i.e., when the tool was first 
used).   

Publishing the granular results of 
the bias audit exposes companies 
to reputationally damaging media 
attention, if their audits reveal high 
levels of bias. 

What are the law’s notification 
requirements? 

The law also stipulates that 
employers and employment 
agencies must notify candidates or 
employees at least 10 business days 
before an AEDT tool is used.  

The proposed amendments have 
clarified that the notice can be 
given on the careers section of the 
employer’s website, in a job posting, 
or sent via mail or email.  

This notice period gives individuals 
the opportunity to request an 
accommodation or alternative 
selection process. However, 
the DCWP’s amendments also 
explicitly state that employers 
and employment agencies 
are not required to provide an 
alternative selection process or 
accommodation. It is therefore up 
to employers whether to change 
their processes for candidates and 
employees who do not wish to be 
assessed by an automated tool. 
 

we@holisticai.comholisticai.com
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As part of this notification, 
employers are also required to 
inform candidates of the factors and 
variables the automated tool uses 
and considers to make its decision, 
and candidates can also request 
information about the type and 
source of data being used.  

Therefore, the legislation enables 
candidates to give more informed 
consent about their interaction 
with the automated tool and gives 
them a generous amount of time 
to research and consider the tool 
that they will interact with, the 
implications this might have for them 
and whether they object to it.  

What are the penalties for
non-compliance?  

Employers not complying with this 
law are subject to penalties of up to 
$500 for the first violation and each 
additional violation occurring on the 
same day. Subsequent violations 
incur penalties of $500 - $1500 per 
day.   

Violations and penalties will be 
widely reported in the media and are 
therefore likely to have a significant 
impact on the company’s reputation, 
which could be severely damaging.  

Furthermore, the NYC law’s 
requirement to publish such granular 
detail about the employment 
outcomes for different demographic 
categories exposes employers to 
damaging reputational and legal 
risks, if their tools are biased. 

we@holisticai.comholisticai.com
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The NYC Department of Consumer 
and Worker Protection (DCWP) has 
recently proposed amendments to 
the law. A consultation is open and a 
public hearing will take place on 24 
October. The key changes are: 

Clarification that an ‘independent 
auditor’ must be a group or 
person that is not involved in 
using or developing an automated 
employment decision tool. 

More detailed definition of which 
automated tools require bias audits. 

PROPOSED AMENDMENTS 
TO THE LAW

Confirmation that bias audits must, 
at a minimum, include calculations of 
the ‘selection rate’ and ‘impact ratio’ 
for different races/ethnicities and 
sexes. Intersectional approaches are 
encouraged. 

Employers must publish the 
‘summary of results’ of their bias 
audit, including the selection rate 
and impact ratio for different races/
ethnicities and sexes. 

Employers do not have to provide an 
alternative selection method, even 
if a candidate requests to not be 
assessed by an automated tool. 

we@holisticai.comholisticai.com
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This legislation is the first of its 
kind in the HR space. While it is only 
enforced in New York City, it could 
apply to businesses across the U.S., 
as it covers any organisation hiring 
candidates or promoting employees 
residing in New York City.  

Future legislation is also coming. The 
EU AI Act, to be passed within the 
next year, imposes a sweeping set 
of new requirements on companies 
that develop or use AI tools in HR 

WHAT’S NEXT?  

decision-making. This will apply to all 
companies who sell to or use tools 
within the EU.   

These developments will 
significantly increase public 
awareness about the risks of using 
AI in HR and the importance of 
responsible AI.  
 
High-profile enforcement cases, 
litigation and scandals will pile up. 
Forward thinking companies should 
manage the risks of AI in a proactive 
and committed way, ensuring 
that the AI they use is ethical, 
trustworthy and free from bias.   
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EU AI Act

Forthcoming law which imposes extensive mandatory 
requirements on the ‘providers’ and ‘users’ of AI systems 
and tools used in HR decision-making, including: 

tools used for recruitment and selection of individuals (e.g., 
advertising vacancies, screening or filtering applications 
and evaluating candidates in interviews or tests); and 

tools used for making decisions on promotion and 
termination, for task allocation, and for monitoring and 
evaluating employee performance and behavior.

Spain Workers’ 
Algorithmic 

Transparency Law 

Law enacted in 2021 which requires companies to disclose 
information about the algorithms they use to manage 
‘platform’ workers. 

Illinois Artificial 
Intelligence Video 

Interview Act

Law enacted in 2019 which requires employers to give 
candidates notice that an AI system will be used to assess 
the video interviews they undertake.

Canadian AI and Data 
Act 

Proposed law which requires risk management, monitoring 
and transparency for ‘high-impact’ AI systems.

California Automated 
Decision Systems 

Accountability Act

Proposed law which would impose liability on companies or 
third party agencies who used automated decision-making 
tools that are discriminatory.

U.S. Algorithm 
Accountability Act 

Proposed law that would require similar actions as the NYC 
Bias Audit law and the EU AI Act, including the need to 
conduct impact assessments of AI tools. 

SNAPSHOT OF LAWS 
REGULATING AI USE IN HR   
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Holistic AI conducts independent 
bias audits, issues a bias audit 
report and provides the Summary of 
Results in accordance with the NYC 
law.  
 
Holistic AI has pioneered the field of 
AI Risk Management. We empower 
enterprises to adopt and scale AI 
with confidence.  

Our expert team of independent 
auditors is comprised of AI and 
machine learning engineers, data 
scientists, business psychologists, 
and law and policy experts who have 
assessed 100+ enterprise AI projects, 
covering 20,000 algorithms.  

Holistic AI has the technical AI 
expertise to pick an automated tool 
apart and examine its outputs using 
best in class metrics within the field. 
We can prevent, detect and mitigate 
AI bias issues.  

HOLISTIC AI’S 
SOLUTION  

When conducting bias audits, 
Holistic AI assesses both the code 
and data of an AI system, as well 
as the policies and processes 
surrounding its development, 
deployment and governance. We 
have extensive practical experience 
auditing AI systems for bias and 
work with multiple clients in the HR 
space.   

Our expert auditors examine the 
system for bias by looking at the 
code and the outcomes allocated by 
the system to different subgroups. 
Based on the results of this audit, 
we issue guidance on mitigating any 
identified bias, and how to ensure 
that no additional bias is introduced 
in the future following any system 
updates.  
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