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New York State Enacts New Regulations  
Limiting Payroll Debit Card Fees 

By Raquel A. Gutiérrez

As we wrote about in our previous alert, on May 
27, 2015, the New York State Department of Labor 
issued proposed regulations setting forth specific 
requirements that employers must follow if they pay 
their employees by check, through direct deposit 
or the use of payroll debit cards. On September 8, 
2016, Governor Andrew M. Cuomo enacted these 
regulations, the country’s most comprehensive 
payroll card protections. Payroll cards have become 
increasingly popular in New York State, with 
approximately 200,000 workers now using debit cards, 
as they provide several benefits to businesses, such 
as saving check printing and distributing costs as well 
as eliminating fees associated with replacing lost or 
stolen checks. Under the new regulations, payroll card 
companies and employers must, among other things, 
follow the following guidelines:

• Employers who use payroll cards are responsible 
for guaranteeing access to at least one fee-less 
ATM near where their employees live or work.

• The payroll cards must include unlimited free 
withdrawals from a fee-less ATM.

• Employers cannot pass on costs associated with 
a payroll debit card account to an employee 
and employers are prohibited from receiving a 
kickback or other financial remuneration from 
the issuer, card sponsor or any third party for 
using payroll debit cards.

• Eliminating fees, including those for customer 
service, startup or maintenance, overdraft, 
inactivity, balance inquiries and account closing, 
among others.

The new regulations apply to all existing methods 
of wage payments as well, namely: cash, paycheck 
and direct deposit. In addition, the regulations also 
codify the existing requirement that employers provide 
a local, no-cost check cashing alternative for their 
employees.

Employers who elect to pay their employees through 
payroll debit cards should expect that their practices 
will be carefully scrutinized by the Department 
of Labor and other governmental officials. Thus, 
employers should be cautious and speak to their labor 
and employment counsel to ensure all new payment 
regulations are being followed. Employers must also 
work with their payroll companies and debit card 
issuers to ensure that these regulations are followed 
by them as well. If there are any errors made by these 
third-party vendors, the employer is ultimately on 
the hook. Moreover, prudent employers should also 
re-examine all their new hire paperwork and confirm 
that their direct deposit forms and payroll debit card 
enrollment forms comply with existing New York law 
as well as ensure that all wage statements and other 
related records are in compliance.

For more information about this alert, please contact 
Raquel A. Gutiérrez at rgutierrez@foxrothschild.com 
or 646.601.7637, or any member of the firm’s Labor & 
Employment Department. 
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