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Staying on the right 
side of Employment Law

Business has been good. So good that you just hired
your first “real” employee. No, you haven’t been
running your pro shop single-handedly, but your

wife and co-owner hasn’t been treated as a regular
employee. Neither have your older children who each
earned some of their college tuition (and learned a lot
about business) while working in the shop. Things were
pretty informal with just family working. No one
squawked if a paycheck was a couple of days late and
they expected to stay after closing to help unpack and set
up a new shipment of bows. 

You know things will be different now-but how?
You’re excited about the new hire you met while exhibit-
ing at a local sport show and think he could develop into
the kind of manager that would let you and your wife get
away on a vacation a couple times a year. But what
should you be doing to make sure you’re meeting the
requirements of employment law?

Define the relationship
The relationship between you and your employee,

we’ll call him Jeff, is a legal agreement with legal rights
and responsibilities. Defining the nature and scope of
that relationship at the outset goes a long way toward
avoiding problems and making for a mutually rewarding
relationship. Getting agreement on the mundane details
at the beginning lessens the likelihood of big problems
later.

In most states the basic employment relationship is
“at will,” meaning that either you or Jeff can end it with-
out any legal liability at any time with or without cause. It
may not allow Jeff to pay his bills, but he can simply stop
showing up for work. It may not be good business but
you can fire him without notice if he hasn’t met your
expectations.

Are you sure you made those expectations clear?
Instead of leaving this up in the air, prepare a job descrip-
tion before you hire. Putting down on paper the job
requirements will serve two functions. Knowing the job
requirements helps you find the right person to fill that
slot. It also shapes the expectations of the job candidates.
When listing the job requirements, be both broad and

detailed as to what is expected. You want someone who is
good with people, able to learn the key points of new
products, and not afraid to sell.

You also want someone who is honest, trustworthy
and ethical. Make sure you list wage and benefit details
as well.

After the interview process is completed and you’ve
selected Jeff, make sure he gets a copy of the job descrip-
tion. Make a copy of the job description, have Jeff sign
and date it, then put the signed copy in his personnel file.

Nuts and bolts of notices
Hiring Jeff triggers two big changes in your business;

paperwork and organization. Let’s talk about paperwork
first because government required forms will cut into
your shop time. These forms come from federal, state
and local levels. When you hire Jeff, federal law requires
you to report his name, address, social security number
and date of birth to your state labor department within
20 days. State law may have a shorter deadline. 

Employers are subject to a myriad of laws, often
complex, sometimes confusing and certainly time con-
suming. The primary federal requirements concern
notices and wage/hour requirements. The good news is
you don’t have to hire an attorney or accountant to figure
out which laws apply to you. Through the magic of the
internet you can go to www.dol.gov/elaws and follow the
prompts.

This site lists the federal laws affecting your business.
The most important of these laws cover pay and benefits,
safety and health, workplace notices and youth employ-
ment.

Federal wage laws apply if you have annual gross
sales of $500,000 or if you deal in interstate commerce, a
term defined quite broadly by the courts. If you buy from
or sell in another state, then you are subject to federal
wage laws. (I can’t imagine an archery retailer buying
everything from in-state manufacturers and distributors,
but if that store did, then only state laws should apply.)

Federal and state safety and health programs gener-
ally impose similar duties on employers. OSHA, the fed-
eral agency (www.osha.gov) offers a “voluntary” consul-
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tation program which reviews work sites for safety haz-
ards. If hazards are found, the consultants provide writ-
ten abatement recommendations which, when imple-
mented may actually help save you money on your work-
ers’ compensation premium.

States have similar programs. In Washington state,
employers are also subject to WISHA, the state agency
equivalent to OSHA. 

Federal law requires all employers to post certain
workplace notices designed to advise employees of their
statutory rights. There are commercial companies that
provide that service or you can get free info at
www.dol.gov/posters. 

As with other employee issues, each state has its own

notice requirements. To find those requirements, go to
www.dol.gov/esa/contacts/state_of.htm, then look for
your state. On the state web page a search for “posters”
provides you the necessary information. Most states
allow you to download the forms directly. 

Other Paperwork
But wait, there’s more. You must complete and retain

a Department of Homeland Security Employment
Eligibility Verification Form I-9 for each employee. The
form, which is downloadable from the address
www.uscis.gov/graphics/formsfee/forms/files/I-9.pdf, is
intended to help exclude undocumented aliens from the
workforce but cannot be used to discriminate. To avoid
discrimination issues, take the time to properly fill out
the form for each employee. Keep the form in the
employee’s personnel file.

Jeff needs to complete IRS Form W-4 so you can
properly determine the amount of tax to withhold from
each paycheck. Keep this form in his personnel file as
well.

Wages and Hours
The primary federal law governing Jeff’s pay is the

Fair Labor Standards Act (FLSA) which sets out federal
requirements for minimum wage and overtime pay. As
with other laws, each state also has its own minimum
wage and overtime laws which, fortunately for most
employers, track with the federal laws. However, some
states have more stringent wage and overtime laws.
Employers subject to federal law, must follow the more
stringent of the two provisions. The differences can be
material. For example, federal minimum wage is $5.15
per hour. Washington state minimum wage is $7.63 per
hour. To find the minimum wage that is applicable for
your home state, you can go to www.dol.gov/esa/min-
wage/america.htm. 

In 2004, the U.S. Department of Labor rewrote the
overtime rules for determining overtime pay entitlement.
Under the new rules if Jeff earns less than $23,660 per
year, he is entitled to overtime wages, even if you pay him
a salary as your new assistant manager instead of an
hourly rate. If Jeff makes more than $23,660, then he will
still qualify for overtime wages unless he is an “exempt
employee.” Even though you may call Jeff “assistant man-
ager,” if his primary function is to sell merchandise to
retail customers, it is unlikely he will be an exempt
employee.

The FLSA and state laws also impose a number of
restrictions on workers less than 18 years of age. These
restrictions generally limit young workers to non-haz-
ardous occupations and limit the number of hours for
those under the age of 16.

Wage and hour rules are quite complex and the con-
sequences of being wrong are extremely time consuming
and expensive. For these reasons you may want to spend
the money to consult a qualified employment law attor-
ney. For self help, go to  www.dol.gov/elaws and follow
the Pay and Benefits prompts, then check your state’s
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laws as well. Additional information can be found at
www.dol.gov/dol/topic/wages/index.htm. 

Taxes
Now that you are an employer, you also get to be an

unpaid tax collector for the federal, state and local gov-
ernments. The good news is that there is a wealth of good
written information available from the IRS, such as
Circular E, Employer’s Tax Guide and IRS Publication Tax
Guide for Small Business. These free publications are
available from www.irs.gov or your local IRS office. The
bad news is you have to withhold income, social security
and unemployment taxes from Jeff’s paycheck, then pay
those amounts along with the employer’s share at an
authorized financial institution.

The referenced publications, along with the W-4 Jeff
completed when you hired him, tell you how much to
withhold and when to make those payments. If you’re
comfortable using the internet, you can make your tax
deposits there using the IRS website, then download and
complete the quarterly tax forms. Many states have also
set up sites that simplify paying your state withholding
tax and unemployment taxes. Accounting software like
QuickBooks can simplify the process of computing, with-
holding and paying employment taxes. One downside of
using QuickBooks is after the first year you’ll likely need
to subscribe (pay for) one of their payroll services to keep
tax tables up to date and to keep all the features working.

Health and Safety
Remember your mother’s admonition, “don’t run

with scissors?” Well as an employer, you get to be Mom.
Employers are required to provide a workplace safe from
recognized hazards, those that cause or are likely to cause
death or serious physical harm to employees. 

In addition to the federal and
state notice requirements, you may
be subject to record keeping
requirements as well. Currently,
businesses with less than ten
employees are exempt from federal
record keeping requirements but be
sure to check with your state to
determine if it has more restrictive
record keeping requirements.

Hazardous Materials
Common sense and federal law

combine to require employers to
provide employees with informa-
tion about the hazardous materials
they handle. As in other areas, state
laws also apply. The starting point is
to obtain the Material Safety Data
Sheets (MSDS) created by manufac-
turers of all chemicals designated
by OSHA as being “hazardous.”
Data sheets provide information
about the proper procedures for

handling or working with a particular substance. This
includes information about health effects, first aid, pro-
tective equipment and disposal procedures. The burden
of providing the MSDS to you, the employer, is on the
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chemical supplier. The burden of providing your employ-
ees access to that information is on you.

Each distributor of a hazardous chemical must pro-
vide you with a MSDS with your first order of that chem-
ical. If the distributor changes the formula of that prod-
uct, they must provide you with a new MSDS. If the glue
you use for assembling arrows is defined as a “hazardous
chemical,” then you need a MSDS for that product. The
same holds true for chemicals you may use to clean
shafts, or the lacquers used to dip and crest them. If you
have any doubts about whether a product used by an
employee is on the OSHA list, search the list by manufac-
turer or go directly to the manufacturer’s website. For
example, Easton Archery lists three MSDS’s on its web-
site.

Once you have the data sheet you must provide your
employees “ready access” to the information. The best
practice is to put the date received on each MSDS when
you get it, then place it in a notebook that is kept in an
unlocked cabinet or drawer in the work space where the
chemicals are used. You don’t need to keep duplicate
copies of the same sheet from the same manufacturer,
but if you change manufacturers of the same chemical,
you should keep both sheets. Don’t toss out the old or
superseded MSDS’s because you  never know if a chemi-
cal will later be found to cause some new disease or ill-
ness. In fact, the OSHA record keeping rules require
sheets be kept for 30 years.

How you
organize the
n o t e b o o k
depends on how
many sheets you
have. If you only
have two or three,
then organiza-
tion is pretty sim-
ple. If your shop
has several, then
consider filing
them alphabeti-
cally by chemical
trade name, then
for each chemical
synonym listed
on the MSDS,
make a page with
that name as the
title and then
cross-reference
to the applicable
data sheet.

Things get a
bit more compli-
cated if your new
hire cannot read-
ily understand or
speak English.
The law requires

your employees be adequately trained in the hazards of
all chemicals they use so if your employees cannot read
or understand the English-only data sheet, then you are
not in compliance. Washington state, where my law prac-
tice is located,  addresses this issue by providing free
translations of MSDS’s in the five most common work-
place languages. Check with your state labor department
to see if this service is available.

As an employer you are legally required to make the
MSDS’s available to your employees, but what should
you do if one of your customers asks for that information
as they buy a cresting kit or fletching adhesive from you?
You have two choices: you can make a copy of the applic-
able sheet and give it to them making sure you immedi-
ately replace the original in the notebook or you can refer
them to the manufacturer’s website so they can get it
themselves. 

The internet is a wonderful resource for employers
dealing with MSDS issues. You can go to
www.ilpi.com/msds/faq/index.html for answers to fre-
quently asked questions. 

Insurance
Hiring Jeff also raises insurance issues. The March

2005 issue of ArrowTrade contains my more complete
discussion of automobile liability insurance issues.
Briefly, the solution is to spend a few dollars for “Non-
owned Auto and Hired Auto” coverage as part of your
Business Owners Policy so if Jeff has a serious accident
coming back from the Post Office with his car you’ve got
some protection. 

Christine Hutton, a Bellevue, Washington State Farm
Insurance agent suggests employers consider two addi-
tional types of coverage that deal with issues no employer
wants to face: employee dishonesty and employee claims.
“Employee Dishonesty” coverage protects against loss
caused by employee theft. “Employment Practices” cover-
age protects you and your business against discrimina-
tion, harassment or wrongful termination claims by a for-
mer employee. Hutton says these types of coverage can
easily be made part of the standard Business Owners
Policy.

The paperwork and legal requirements caused by hir-
ing that first employee can seem daunting. The good news
is that there are many useful free resources available that
will help you understand what you need to do. And, once
you have written that job description, obtained and post-
ed the notices, established personnel procedures, main-
tained those MSDS’s and obtained the right insurance,
hiring additional employees will be  simpler.

In Part Two of this article, we’ll address how to ter-
minate employees. Look for it in the September issue.

Editor’s Note: David Williams has resolved legal
issues for small businesses and their owners since 1979.
He can be reached at The Williams Lawfirm, P.O. Box
1455, Bellevue, WA 98009. Find him at DPWLaw@earth-
link.net or you can call (425) 990-8800. 
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