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TOOLS YOU CAN USE 

 

New tools mentioned in this issue of the Business Counselor Update that you can put to 

use immediately include the following: 

 

 Vendor data record (§38:142.10) 

 Vendor terms and conditions agreement—Pro-purchaser form (§38:143.10) 

 Drop shipment authorization form (§38:145.10) 

 Notice of employment-related information (§100:182.10) 
 Social security number privacy policy (§100A:115.10) 

 

In addition, it is important to remember that Business Transactions Solutions (BTS) is 

intended to provide users with all of the forms and related commentary that they need in 

order to efficiently and effectively complete all of the transactions and other activities 

that arise for their clients over the entire lifecycle of their businesses.  BTS is organized 

into chapters; however, it is often necessary for counsel to draw upon forms and other 

information available in two or more chapters in order to complete a project.  While the 

chapters include checklists and cross-references, we thought it would be useful to provide 

a little more guidance by describing various “bundles” of forms that users might need in 

order to be sure that everything necessary for certain common transactions has been 

accounted for as the work is being planned.  The first bundle would include the Master 

Forms necessary for establishing the attorney-client relationship and forming a new 

corporation and we would suggest the following: 

 

 New Business Information Collection Worksheet (See Master Form § 2:87) 

 Selection of Business Form Worksheet (See Master Form § 3:66) 

 New Corporation Questionnaire (See Master Form § 6:90) 

 Engagement Letter (See Master Form § 1:120) 

 Conflict of Interest (See Master Form § 1:138) 

 Consent to Representation (See Master Form § 1:149) 

                                                           
1
 The material in this report includes references to materials appearing in Business 

Transactions Solutions, the best-selling Westlaw database written and maintained by 

Alan Gutterman, and is presented with permission of Thomson Reuters/West.  Copyright 

2011.  Thomson Reuters/West.  A Westlaw subscription is needed in order to access 

those materials.  For more information or to order call 1-800-762-5272.  Alan Gutterman 

is the Founder/Principal of Gutterman Law & Business (www.alangutterman.com), which 

publishes the Business Counselor Update and maintains the Business Counselor Blog 

(www.businesscounselorblog.com), which includes prior issues of the Business 

Counselor Update and a wide array of other materials of interest to business counselors. 

http://www.alangutterman.com/
http://www.businesscounselorblog.com/


2 

 

 General Preincorporation Agreement (See Master Form § 5:24) 

 Promoters’ Agreement (See Master Form § 5:46) 

 Subscription Agreement (See Master Form § 5:76) 

 General Form of Articles or Certificate of Incorporation (See Master Form § 7:46) 

 Bylaws (See Master Form § 8:52) 

 Minutes of Organizational Meeting of Directors (See Master Form § 9:138) 

 Shareholders’ Agreement (See Master Form § 11:35) 

 Comprehensive Buy-Sell Agreement (See Master Form § 12:141) 

 

Master Forms are particularly important since they include alternative and optional 

provisions and commentaries for each provision that assist users in determining the most 

appropriate drafting strategies for their clients.  The “bundle” can, and should, be 

expanded by users themselves to incorporate commonly used forms that appear in BTS as 

Specialty Forms.  Examples that might be useful in connection with forming a new 

corporation would include client letters regarding preparation of a business plan, 

formation and organization procedures, preparation of owners’ agreements and document 

creation and organization (see §§ 2:97 et seq.); client letters regarding corporate 

formalities and other post-incorporation matters (see §§ 6:99 et seq.); and transmittal 

letters for filing of articles of incorporation (see § 7:122 et seq.). 

 

LAUNCHING NEW VENDOR RELATIONSHIPS 
 

Distributors are continuously searching for opportunities to launch relationships with new 

vendors that offer interesting products.  However, since distributors have a limited 

amount of time and other resources, they need to exercise care in vetting new vendors 

and make sure that the terms and conditions of any relationship with a new vendor suit 

the needs and overall goals of the distributor.  For a full discussion of vendor 

arrangements, including the issues and activities discussed below, see Vendor 

Agreements (§38.1 et seq.). 

 

The first step in discussions with a new vendor is a due diligence investigation that 

covers the specific products being considered for distribution, the general business and 

financial condition of the vendor and the specific marketing strategies that the vendor has 

in mind for the products. Many distributors collect this information through a “new 

vendor application” that is made available online at the distributor's website or through 

the distributor's marketing or business development department. See master form at § 

38:50. The amount of information required with the application will vary depending on 

the circumstances. In most cases, distributors do not ask for detailed product 

specifications at this point; instead, they are more interested in identifying the general 

type of product; existing and potential competitive products; and the vendor's plans with 

respect to selling the products through other distributors and sales outlets. 

 

The application also asks the vendor to suggest some of the key terms for a possible 

formal distribution agreement, including pricing, terms of payment, warranties, price 

protection and stock balancing. The distributor should make it clear in the application that 

http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A50&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A50&FindType=Y
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it is under no obligation to contract with the vendor and that it reserves the right to 

distribute competitive products regardless of whether it elects to carry the vendor's items.  

As part of the application process, the distributor should collect sufficient information to 

set up a new vendor account in its database should the parties decide to enter into a 

formal relationship.  The information collection process may be facilitated by the use of a 

vendor data record such as the one reproduced below, which is included as new specialty 

form at § 38:142.10. 

 
VENDOR DATA RECORD 

 
1. Complete Legal Business Name of Company (as noted on Business License): 

_____________________________________________________________ 

2. DBA: ________________________________________________________ 

3.  Complete Address: _________________________________________________ 

4. Company Entity (Sole Prop., Partnership, LLC, Corp. or Other): _____________ 

5. Federal Employer Tax ID # (Please attach W9 Form): ______________________ 

6.  Business Description: Manufacturer Service Provider Distributor Other: _____________ 

7. Business Resale Permit Number # (Please attach copy of Reseller Permit): _____ 
8. Contact Person Name/ Title: _________________ / ______________________ 

9.  Telephone / Fax Number: ___________________ / _______________________ 

10.  Email Address: ____________________________________________________ 

11.  AR Contact: __________________________ E-mail:______________________ 

12.  AR Telephone / Fax Number: ___________________ / _____________________ 

13.  Company Website: __________________________________________________ 

14.  D&B Number: _____________________________________________________ 

15. Name of Bank: _____________________________________________________ 

16.  Contact at Bank: ____________________________________________________ 

17.  Bank Address: _____________________________________________________ 

18. Bank Telephone Number: ____________________________________________ 

 

Notes 
 

This form is used for the collection of basic information for a prospective new vendor that can be entered 

into the database of the purchaser (e.g., a retailed or distributor) once the vendor relationship has been 

consummated.  This information is generally collected during the new vendor application process and the 
vendor will not be approved unless and until all the requested information has been provided.  This form 

was originally used with the vendor agreement terms and conditions appearing at §38.143.10 and the 

vendor should be obligated to continuously update the information during the term of the arrangement 

between the parties. 

 

Once the application process has been completed, attention turns to formalizing the 

relationship. The definitive legal document for the relationship between a distributor and 

a vendor is the vendor agreement, which may also be referred to as a “distribution 

agreement” since many of the business and legal issues are identical. The distinguishing 

factor for purposes of this transaction, and the reason that we refer to this document as a 

vendor agreement, is that the discussion herein focuses on how such an agreement might 

be prepared to include terms and conditions which are generally more favorable to the 

interests of the distributor as opposed to the manufacturer-vendor. See Distributor 

Agreements (§§ 42:1 et seq.) for a detailed discussion of how the manufacturer-vendor 

approaches negotiations on this type of agreement. Obviously the leverage of either party 

http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A50&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs42%3A1&FindType=Y
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in negotiating the agreement will depend on a variety of factors including the size of the 

manufacturer-vendor and the unique resale resources and advantages of the distributor. 

Large manufacturers that produce well-known brand names can generally choose from 

among a wide range of distribution channels and will rarely cede significant rights to any 

distributor. On the other hand, smaller manufacturers may be anxious to have their 

products carried by one or more of the larger distributors who have access to resellers at 

the next level of the distribution channel as well as to end users. 

 

The distributor should have its own model form of vendor agreement prepared in advance 

to ensure that the document addresses all of the important issues in a manner that is best 

suited to the interests of the distributor. master form at § 38:76. The issues that should be 

covered, and the drafting approach that should be taken, are as follows: 

 

• The scope of the distributor's rights with respect to promotion and sale of the 

vendor's products and services, including the specific products and services covered 

by the agreement. 

• The territories in which the distributor may sell and the degree of exclusivity (if 

any) that the distributor will have in designated territories. In general, the distributor 

will prefer to have the right to sell a wide range of the vendor's products and services 

on a worldwide basis (or, if the distributor is not active worldwide, throughout the 

areas in which the distributor is active) and would like to see limits on the vendor's 

ability to create competition through direct sales and/or appointment of other 

distributors. 

• The ordering and delivery procedures, which should include obligations on the 

vendor to underwrite all or a portion of the shipping charges associated with 

transporting the products to the distributor's specified facilities. The distributor should 

also ask for assurances from the vendor regarding delivery times and availability of 

products. 

• Pricing and payment terms, which should include promises from the vendor to 

provide the distributor with “most favored” status with respect to pricing as well as 

broad price protection rights (§ 38:36) in the event that the vendor reduces the price 

of products that are already in the distributor's inventory. Obviously, the distributor 

will also ask for extended payment terms, such as 60 to 90 days following acceptance 

of products, and early payment discounts. 

• Availability of marketing funds, training and other support to assist the distributor 

with respect to the promotion and sale of the vendor's products. Funding for the 

distributor's marketing activities (§ 38:13) involves several different issues and 

elements and is usually best covered in a separate addendum to the vendor agreement. 

• Representations and warranties (§ 38:32) regarding various legal and business issues 

relating to the products and services as well as broad indemnification (§ 38:15) from 

the vendor with respect to damages suffered by the distributor as a result of any 

breach of a representation or warranty. Warranty services and product return 

procedures (§ 38:12) involve several different issues and elements and are usually 

best covered in a separate addendum to the vendor agreement. 

• Inventory management (§§ 38:35 et seq.), including provisions granting the 

http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A76&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A36&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A13&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A32&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A15&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A12&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A35&FindType=Y
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distributor the right to return for full credit (or other concessions) overstocked or 

obsolete products that it may have in its inventory. Many distributors demand the 

right to return all remaining inventory after an initial trial period if it appears that the 

products cannot be sold at which point the agreement would terminate. 

• Specification of the initial term (§ 38:41) of the agreement as well as a description 

of the procedures for renewing the agreement and, if necessary, terminating the 

agreement before the end of the then-current term (or extension). Careful 

consideration should be given to the process of evaluating and terminating vendor 

agreements (§§ 38:39 et seq.), and the distributor should bargain for the right to 

terminate “without cause” and return products that it still has in its inventory for 

credit in the event that it becomes clear that the products will not be successful for the 

distributor. 

 

In order to avoid surprises at this stage, it is useful for the parties to have completed 

discussions on most, if not all, of these issues as part of the preparation of a term sheet (§ 

38:8) or letter of intent (§ 38:9). Otherwise, there may be an unexpected glitch in the 

progress of launching the relationship and unnecessary ill will and distrust may be 

created even before the first product has been shipped. 

 

While the parties generally enter a contract that looks much like a distribution agreement, 

some distributors that deal with a large number of vendors prefer to rely on a standard 

template agreement that sets out the terms and conditions upon which they are willing to 

enter into a business relationship with their vendors. See new specialty form at § 

38:143.10.  This type of approach has the advantage of allowing for fairly quick 

resolution of contract issues and is typically quite “purchaser-favorable” with respect to 

the terms and conditions.  Such an agreement will generally not be suitable when it is 

expected that the vendor will conduct a large volume of business with the distributor or 

the vendor has significant competitive leverage and in those instances the parties will 

usually invest the time and effort necessary to negotiate a customized vendor or 

distribution agreement. 

 

When negotiating the terms and conditions of a vendor-distributorship arrangement, the 

parties should also carefully consider the form and content of special policies and 

procedures relating to key aspects of the relationship. While there are a number of issues 

that should be addressed in detail before the agreement is signed and products are 

transferred, particular emphasis should be placed on: 

 

• Warranty services and product return procedures (§ 38:12); 

• Programs to fund marketing activities of the distributor with respect to the products 

(§ 38:13); 

• Use of Electronic Data Interchange (§ 38:14) (“EDI”) for communications between 

the parties of information relating to their activities in connection with the distribution 

agreement; 

• Procedures for defending and indemnifying the distributor against infringement 

claims (§ 38:15) made by third parties; 

http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A41&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A39&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A8&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A8&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A9&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A143&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A143&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A12&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A13&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A14&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A15&FindType=Y
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• Vendor certifications (§ 38:16) regarding manufacture of products; 

• Procedures for providing vendor with access to distributor's online vendor resources 

(§ 38:17); 

• Standards for vendor conduct (§ 38:18), compliance with which is required for 

continuation of the distributor's relationship with the vendor; and 

• Support for the distributor's efforts to resell the products through retail sales 

channels (§ 38:19). 

 

Obviously the list above does not cover all the potential special topics that might be 

addressed through policies or procedures in a vendor-distributorship arrangement.  For 

example, many distributors do not want to incur the additional costs of holding the 

products of certain vendors in their inventory and may rely on the vendors to “drop ship” 

their products directly to customers of the distributor.  In those cases, the parties should 

agree on the content and format of a drop ship authorization form to ensure that 

distributor has, in fact, approved a “drop ship” transaction. See new specialty form at § 

38:145.10.  Failure of the vendor to receive advance authorization will lead to rejection of 

the vendor’s invoice for those products by the distributor. 

 

STANDARDS FOR VENDOR CONDUCT AND  

SUPPLY-CHAIN MANAGEMENT 

 

An issue that is coming up more frequently in the context of vendor relationships is 

whether or not the distributor should insist that its vendors and other parties involved in 

the supply chain process should be subject to specified elements of the distributor's own 

global compliance rules and procedures. It is clear that with increased use of rapid 

communications technologies and sophisticated logistics tools, companies are becoming 

more dependent on the skills and actions of outside firms and persons who are not their 

employees. As such, it is understandable that companies may be concerned about whether 

their domestic and foreign partners are adhering to ethical principles and obeying 

applicable laws.  

 

Some distributors, particularly those at the retail level reselling directly to consumers, 

insist that their vendors acknowledge and certify that they have read and are in 

compliance with detailed standards of conduct that are incorporated by reference into the 

vendor agreement. See specialty form at § 38:162. Areas that may be covered in the 

standards policy include compliance with applicable laws, particularly employment and 

labor laws; workplace safety; and compliance with environmental laws and guidelines. 

The distributor should reserve the right to conduct periodic inspections of the vendor's 

facilities in order to verify compliance. Another issue that is often addressed in the 

standards policy is making sure the vendor understands that providing gifts or other 

benefits to managers and employees of the distributor is restricted and, in many cases, 

completely prohibited.  Standards for vendor conduct are discussed in greater detail in 

Supply and Purchase Arrangements (§§ 37:1 et seq.).  Among other things, vendors, as 

suppliers of products, may be placed under certain obligations with respect to 

management of their own supply chains and distributors and resellers are being 

http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A16&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A17&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A18&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A19&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A147&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A147&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A162&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs42%3A1&FindType=Y
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confronted with escalating legal and social pressures to audit the activities of their 

suppliers to ensure compliance with laws and ethical standards. 

 

In addition to legal considerations companies are also becoming increasingly sensitive to 

how the business practices of their partners, particularly foreign vendors, may reflect on 

how they are perceived by regulators, customers and investors. For example, US 

companies have come under strong criticism when it is disclosed that they have used 

overseas suppliers that have used child and/or forced labor in their manufacturing 

activities on behalf of their US customers.  In fact, California has just adopted a new law 

that mandates more “transparency” in supply chains by requiring that companies 

conducting a certain minimum volume of business in California disclose their policies 

and procedures with regard to auditing the personnel practices of their suppliers.  

Specifically, under the California Transparency Supply Chains Act of 2010, which goes 

into effect on January 1, 2012, every retail seller and manufacturer doing business in 

California and having annual worldwide gross receipts that exceed $100,000,000 is 

required to disclose its efforts to eradicate slavery and human trafficking from its direct 

supply chain for tangible goods offered for sale. [Civ. Code § 1714.43(a)(1)]  The 

disclosures must be posted on the retail seller's or manufacturer's Internet Web site with a 

conspicuous and easily understood link to the required information placed on the 

business' homepage. In the event the retail seller or manufacturer does not have an 

Internet Web site, consumers must be provided the written disclosure within 30 days of 

receiving a written request for the disclosure from a consumer. [Civ. Code § 1714.43(b)]  

Civ. Code § 1714.43(c) provides that, at a minimum, the disclosures should disclose to 

what extent, if any, that the retail seller or manufacturer does each of the following: 

 

(1) Engages in verification of product supply chains to evaluate and address risks of 

human trafficking and slavery. The disclosure must specify if the verification was not 

conducted by a third party. 

(2) Conducts audits of suppliers to evaluate supplier compliance with company 

standards for trafficking and slavery in supply chains. The disclosure must specify if the 

verification was not an independent, unannounced audit. 

(3) Requires direct suppliers to certify that materials incorporated into the product 

comply with the laws regarding slavery and human trafficking of the country or countries 

in which they are doing business. 

(4) Maintains internal accountability standards and procedures for employees or 

contractors failing to meet company standards regarding slavery and trafficking. 

(5) Provides company employees and management, who have direct responsibility 

for supply chain management, training on human trafficking and slavery, particularly 

with respect to mitigating risks within the supply chains of products. 

 

The exclusive remedy for a violation of the disclosure obligations is an action brought by 

the California Attorney General for injunctive relief. [Civ. Code § 1714.43(d)]  It can be 

expected that retailers and manufacturers subject to this Act will include language in their 

agreements with suppliers that address the certification requirements referred to in (3) 

above and obligate those suppliers to agree to, and cooperate during, audits conducted to 
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evaluate supplier compliance as referred to in (2) above.  For an example of such 

language, see the representations and warranties included in the new specialty form at § 

38:143.10. 

 

In light of how the business conduct and practices of third parties can expose companies 

to legal liability and/or have an adverse impact on their image and reputation it comes as 

no surprise that they are considering and implementing various strategies for making sure 

that the rules and principles in their corporate compliance programs are applicable to 

their business partners (i.e., suppliers and contractors performing various activities such 

as customer service and maintenance).  One basic step that should always be taken is to 

include standard language in every contract with an outside party that creates a 

contractual duty on that party to comply with all applicable laws and regulations and 

spells out specific areas of concern (e.g., the FCPA in the case of foreign parties dealing 

with local government officials). Beyond that, however, companies are beginning to 

create their own standards for supplier activity and integrating those into how they create 

and manage their supplier relationships. For example, a company may promulgate a 

social and environmental responsibility policy for its suppliers. See Specialty Form at § 

37:152. This policy becomes a public statement of the values and business practices that 

the company seeks in its supplier group and a de facto checklist for the due diligence that 

company personnel are expected to do before entering into a relationship with a new 

supplier. The requirements and expectations in such a policy can then be made a part of 

the formal contractual arrangement between the parties through the use of a supplier 

social and environmental responsibility agreement. See Specialty Form at § 37:153. 

 

COLLECTION AND PROTECTION OF PERSONAL INFORMATION 

 

Privacy and data security are clearly major issues and concerns for all businesses.  For 

further discussion, see Privacy and Data Security (§§ 100A.1 et seq.).  Companies are 

adopting privacy policies and promulgating privacy notices and, in addition, are 

implementing procedures and forms relating to the actual collection and protection of 

personal information. Companies that collect and use information outside of the online 

environment should obtain explicit written consents from customers and clients for 

collection, use and disclosure of their personal information. See specialty form at § 

100A:108. In addition, companies should implement specific management and employee 

procedures for protection of personal information collected or otherwise acquired by the 

company. See specialty form at § 100A:107. For example, all employees should be 

required to execute a confidentiality agreement that covers personal information obtained 

by the company and obligates employees to protect such information and not misuse or 

misappropriate such information. See specialty form at § 100A:109.  Companies that 

frequently collect social security numbers from employees and clients should also 

consider having a separate social security number policy that addresses storage of social 

security numbers and the manner in which they are used for various activities conducted 

by the company.  An example of such a policy, which is also included as specialty form 

at § 100A:115.10, appears below. 

 

http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A143&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs38%3A143&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs37%3A152&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs37%3A152&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs37%3A153&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs100A%3A108&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs100A%3A108&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs100A%3A107&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs100A%3A109&FindType=Y
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=212673&DocName=BUSTRANSOLs100A%3A112&FindType=Y


9 

 

SOCIAL SECURITY NUMBER PRIVACY POLICY 
 

[name of company] (“Company”) understands the importance of protecting the confidentiality of its 

employees’ Social Security numbers and those collected in the ordinary course of the Company’s business. 

Neither the Company nor any of its employees will unlawfully disclose Social Security numbers obtained 

during the ordinary course of business.  The Company will limit access to information or documents 

containing Social Security numbers to those employees who need the information to do their jobs.  

 

In addition, the Company will shield Social Security numbers displayed on computer monitors or printed 

documents from being easily viewed by others. Unless required to do so, the Company will not use Social 

Security numbers as personal identifiers, permit numbers, license numbers, or primary account numbers or 

other similar uses  

 

The Company may use a Social Security number to perform an administrative duty related to employment, 

including, for example, to verify the identity of an individual; to detect or prevent identity theft; to 

investigate claims; to perform a credit check, criminal background check or driving history check; to 
enforce legal rights; or to administer benefits programs.  

 

All provisions of this policy are subject to the language of the [title of applicable statute] in the State of 

[name of state]. 

 

Notes 
 

This form is an example of a basic policy relating to collection, protection and use of social security 

numbers that companies may collect during the ordinary course of their business activities.  The policy 

should begin with the broad statement that neither the company nor any of its employees will make any 

unlawful disclosures of social security numbers and then continue with specific measures that will be taken 

to limit access to, and disclosure of, social security numbers.  For example, the company should agree that 

it will refrain from using social security numbers as personal identifiers, permit or license numbers or 

primary account numbers.  The policy should also outline the reasons that the company may use social 

security numbers, such as administrative duties relating to employment-related activities.  If specific 

guidelines have been mandated under state law they should be reviewed and incorporated into this type of 

policy. 

 

PROCEDURES FOR PROVIDING BASIC EMPLOYMENT-RELATED 

INFORMATION TO NEW EMPLOYEES 

 

It is a useful practice for employers to provide new employees with certain basic 

employment-related information in the form of a simple notice that briefly summarizes 

such things as the rate or rates of pay and basis thereof, any allowances claimed as part of 

the minimum wage, the regular designated payday, the name of the employer and its 

physical address and phone number and information regarding the employer’s workers’ 

compensation insurance carrier. See new specialty form at § 100:182.10.  Such a notice 

may actually be mandated by state law and, if so, the provisions of the applicable law 

should be reviewed to ensure that the notice conforms to the requirements that may be 

imposed by the state labor regulators.  For example, new California Labor Code § 

2810.5(a)(1) provides that at the time of hiring employers must provide each employee 

with a written notice, in the language the employer normally uses to communicate 

employment-related information to the employee, containing the following information: 
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(A) The rate or rates of pay and basis thereof, whether paid by the hour, shift, day, 

week, salary, piece, commission, or otherwise, including any rates for overtime, as 

applicable. 

(B) Allowances, if any, claimed as part of the minimum wage, including meal or 

lodging allowances. 

(C) The regular payday designated by the employer in accordance with the 

requirements of the Labor Code. 

(D) The name of the employer, including any “doing business as” names used by the 

employer. 

(E) The physical address of the employer’s main office or principal place of business, 

and a mailing address, if different. 

(F) The telephone number of the employer. 

(G) The name, address, and telephone number of the employer’s workers’ 

compensation insurance carrier. 

(H) Any other information the Labor Commissioner deems material and necessary. 

 

The California Labor Commissioner has provided a template that can be used to present 

the information. [Labor Code § 2810.5(a)(2)]  Employers are required to notify their 

employees in writing of any changes to the information set forth in the notice within 

seven calendar days after the time of the changes, unless one of the following applies: (1) 

all changes are reflected on a timely wage statement; or (2) notice of all changes is 

provided in another writing required by law within seven days of the changes. [Labor 

Code § 2810.5(b)] 

 


