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Licensing and Legal Requirements

Many small businesses, including alternative farm 
enterprises, start a business and only then go through 
the steps of researching and meeting local, state and 
federal requirements.  Getting into business this 
way is a process – you just grow into it.  While it 
may seem easy, there are some real disadvantages 
to this approach, such as penalties for not meeting 
health inspection standards, not paying state sales 
taxes, or not conforming to city/county zoning 
requirements.
 

Local, State and Federal Requirements
Regulations concerning the operation of small 
businesses are made on the local, state, and federal 
levels; local and state rules apply to businesses 
within the particular state or locality, and federal 
regulations apply to businesses that operate across 
state lines.

Idaho does not have a single statewide business 
license.  However, there are numerous state and 
federal entities that regulate and/or license business 
activities.  It is important to contact the entities 
relevant to your business.  Each business owner is 
responsible for performing due diligence to ensure 
that the business complies with applicable statutes 
and regulations.

A good place to start finding out about local 
requirements is your county clerk’s office, or if 
you’re within the city limits, the city clerk’s office.  

Local regulations vary, but most commonly you’ll 
find you need to:

q Meet zoning ordinances that restrict certain 
commercial activities to certain areas.  Guidelines 
may also regulate business activities, such as the use 
of advertising signs, lighting, parking, and business 
use of adjacent buildings and/or your home.  Be 
sure you know about local ordinances before making 
a major investment in the business.

q Obtain a business license if you operate within 
the city limits.

q Obtain a building permit if you’re going to 
remodel your existing home or buildings, or erect 
a new one.

q Visit the county assessor’s office for help with 
commercial and farm vehicle licensing.  The county 
sheriff’s office or Department of Motor Vehicles 
provides commercial and operator’s driver’s 
licenses.

q Obtain a certificate of assumed or fictitious 
name and file it with the county clerk’s office if you 
give your business a name different from your own.

q File articles of co-partnership if your business 
will be a partnership.

q File articles of incorporation with the secretary 
of state if you plan to incorporate.

Licenses and Permits
Many enterprises must be licensed by a local, state, 
or federal agency before opening for business.  State 
governments restrict entry into various professions 
and types of businesses by requiring licenses.  Paying 
a fee to obtain the license is common, and sometimes 
an inspection of the business is required.  Additional 
regulations might include yearly inspection of the 
business by a state government agency or payment 
of an annual tax.  
 

Play it safe!  Avoid the pitfalls of being 
“underground” with your business.  Taking 
care of all your license and permit needs before 
you actually start doing business will save you 
time and the frustration of finding things out 
by accident – such as while you’re purchasing 
supplies, applying for a loan, or filling out your 
tax returns.  In the end, it might even save you 
money!

CHAPTER 2  Doing Business in the State of Idaho
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Nursery and Florists License
If you are involved in propagating, growing, selling, 
dealing in, or importing into Idaho, for sale or 
distribution any nursery or florist stock you will 
need a license through Idaho State Department 
of Agriculture.  You are exempt from this license 
if your gross annual sales of such nursery or florist 
stock does not exceed $500.  For more information 
read the Idaho Statutes Title 22, Chapter 23. For 
details visit the following website: http://www.
agri.state.id.us/Categories/PlantsInsects/Nursery/
NurseryLawsRules.php

Produce Dealer Licensing
The Dealers in Farm Produce Act (produce dealers) 
requires anyone buying, dealing, brokering, handling 
or receiving on consignment farm products in Idaho 
to be licensed with the Idaho State Department 
of Agriculture. Farm products shall include all 
agricultural, horticultural, viticultural and vegetable 
products of the soil, poultry and poultry products, 
and apiary products, but shall not include timber 
and timber products, livestock, dairy products, field 
grains, dried beans, dried peas, hops and seeds.

In 2008, both the original license and the license 
renewal fee are $125, and both the agent license and 
agent renewal fee are $35.

Licensing requirements for a produce dealer are:  
1. Produce Dealer License Application       
2. Agent License Application (if applicable)      
3. License Fees (listed above)   
4. Produce Dealer Bond or certificate of deposit in 
the amount of $50,000 
5. Schedule of Charges (if applicable)

If an individual sold farm products to a produce 
dealer and has not been paid for them, they may 
fill out a verified complaint form and mail in with 
any supporting documentation to the Idaho State 

Department of Agriculture.  For more information: 
h t tp ://www.ag r i . s t a t e . id .u s/Ca tego r i e s/
LicensesRegistrations/produceDealers.php

Other Licensed Businesses
Other businesses usually licensed and /or regulated 
include beekeepers, barber shops and beauty 
shops, child care centers, cleaning and laundering 
establishments, dairy product processors and 
dealers, egg distributors and graders, farm products 
dealers, finance and lending institutions, house-to-
house peddlers and solicitors, hotels and motels, 
general stores, insurance companies, liquor stores, 
livestock dealers, pesticide dealers, plant industries, 
restaurants and food handling businesses, seed 
companies, and transportation businesses.

Federal permits or licenses are issued by other 
government agencies.  For example, any enterprise 
involved in the preparation of meat products (such 
as sausages and hot dogs) or the production of drug 
products must obtain the required federal license.

For more information: consult the publication 
Starting a Business in Idaho, available from the Idaho 
Department of Commerce, 700 West State Street, 
P.O. Box 83720, Boise, ID 83720, (208) 334-2470, 
info@business.idaho.gov or www.idahoworks.com 

Employer’s Identification Number
If you plan to hire employees, you must obtain an 
Employer’s Identification Number (EIN) through 
the Internal Revenue Service (IRS).  This number is 
really a type of license. 

Every business, except a sole proprietor with no 
employees, must obtain a federal identification 
number, called an Employer’s Identification Number 
(EIN) that will serve as its Taxpayer Identification 
Number.  An EIN is a number that the IRS uses to 
identify taxpayers who are required to file various 
business tax returns.  The federal identification 
number assigned to your business will be registered 
with the IRS, the Social Security Administration, 

The produce dealer licensing period is for
 one year, May 31 through May 30.
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and the Department of Labor.  A business can 
obtain an EIN from the IRS by filing Form SS - 4 
either over the Internet,  by U.S. mail, or by phoning 
(800) 829-4933. 

For information, documents, and assistance 
contact:  Internal Revenue Service (IRS),
Taxpayer Service IRS Telephone Tax Service: 
(800) 829-1040, http://www.irs.gov 
“Understanding Your EIN”  http://ftp.fedworld.
gov/pub/irs-pdf/pl1635.pdf

Sales Tax Permit
States such as Idaho that have sales taxes and “use” 
taxes usually require businesses to obtain a special 
permit or license.  The license allows the business to 
give the permit number when purchasing goods for 
resale instead of paying sales tax.  Since the sales tax 
is a consumer tax, the business is required to collect 
the tax when selling merchandise to consumers. 

Business owners must periodically remit the taxes 
collected.  The Application for Idaho Permit Based 
Taxes (Form TCA) is available from the Idaho State 
Tax Commission.  This will result in the issuing of a 
Seller’s Permit Number or Use Tax Permit Number 
with directions for the collection and periodic 
payment of Idaho sales and use taxes.  Sales tax 
laws and regulations in effect as of January 1, 1992 
allow nontaxable purchases to be made with a tax 
exemption card.

For more information, contact: Idaho State Tax 
Commission, 800 Park Blvd.; Plaza IV, P.O. Box 36, 
Boise, ID 83722,   (800) 972-7660, or one of five other 
regional offices in Coeur d’Alene, Lewiston, Twin 
Falls, Pocatello, and Idaho Falls (see Appendix).

Temporary Sales Permit
If you are selling at a swap meet, flea market, gun 
show, fair, or similar event, you must also have a 
seller’s permit.  The promoter will ask you to 
complete Form ST-124, Idaho Sales Tax Declaration, 

and Promoter-Sponsored Event.  If you don’t have 
a seller’s permit, you’ll get a temporary permit from 
the promoter when you complete the ST-124.
For more information visit www.tax.idaho.gov or 
call (toll free):  (800) 972-7660.

Farm Labor Contractor Licensing
A farm labor contractor is any individual or business 
entity that for money or other compensation recruits, 
solicits, hires, employs, furnishes or transports 
migrant or seasonal farm workers.

Farm labor contractors must: (1) be licensed by the 
Idaho Department of Commerce and Labor and pay 
an annual licensing fee; (2) post a security bond to 
cover unpaid wages; (3) carry auto insurance for all 
vehicles used in the farm labor contracting business; 
(4) carry workers’ compensation coverage for all 
employees; and (5) provide all employees at the time 
of hiring full disclosure about the conditions of 
employment, including the rate of pay, the benefits 
to be furnished by the farm labor contractor, and 
all expenses that may be deducted from the farm 
worker’s wages.

Some farm labor contractors are exempt from the 
requirements of Idaho’s Farm Labor Contractor 
Licensing Law. Because exemptions are narrowly 
defined, a farm labor contractor should carefully 
review the exemptions contained in Idaho Code 
§44-1602.

Farmers who use an Idaho Department of 
Commerce & Labor licensed farm labor contractor 
will not be jointly liable under Idaho law for any 
wages left unpaid by a farm labor contractor. The 
licensed farm labor contractor will remain the farm 
workers’ employer and will be solely responsible for 
the payment of their wages.

Source:
University of Idaho College of Agriculture http://
www.ag.uidaho.edu; University of Idaho CIS 941 
Licenses and Legal Requirements (Search under 
http://info.ag.uidaho.edu/catalog/catalog.html)

CHAPTER 2  Doing Business in the State of Idaho
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Idaho Department of Commerce publication: 
http://commerce.idaho.gov

For registration of assumed name, partnership, 
incorporation, or registration of a trademark:  
Secretary of the State of Idaho, Commercial 
Division-Business Entities, P.O. Box 83720, Boise, 
ID 83720  (208) 334-2301  Website:  www.sos.
idaho.gov  Email:  sosinfo@sos.idaho.gov

Types of Business Ownership
In Idaho, a business may operate as a sole 
proprietorship, a general partnership, a limited 
liability partnership, a limited partnership, a limited 
liability company, or a corporation.  Each of these 
forms of organization has significant tax and legal 
consequences, and a qualified tax and/or legal 
advisor should be consulted.

Except for sole proprietors using the owner’s true 
name and general partnerships using the full name of 
each owner, all businesses must file the appropriate 
notice or documents with the Idaho Secretary of 
State.  A corporation, limited partnership, limited 
liability partnership, or limited liability company 
which is not yet ready to submit its filing but wishes 
to reserve a business name, may submit a request 
in writing along with $20 to the Secretary of State.  
Such a reservation expires after four months.  
To obtain forms and to check current filing fees, the 
status of a business entity, or for name availability, 
visit www.sos.idaho.gov.

Which type of ownership is right for you?
What is the best choice of type of ownership for 
your business?  As an entrepreneur, you must decide 
which type of ownership is most appropriate.  You 
should consider factors such as start-up costs, 
the amount of control you desire, the amount of 
personal risk you are willing to assume, and your 
need for assistance in business management.  There 
are advantages and disadvantages to the four types 
of business ownership available to you – sole 
proprietorship, partnership, incorporation, and 
cooperative.  You must be the one to decide which 
is best for you.

Sole Proprietorship
The most common form of business ownership 
is the sole proprietorship, sometimes called the 
individual proprietorship.  This business is owned 
by one person.  It is usually operated by the owner, 
possibly with the help of family members or a few 
employees.  Sole proprietorships can usually operate 
with very limited capital resources.

The sole proprietorship is the least complicated form 
of ownership and the easiest to enter and terminate.  
Entry requires little more than a location, expertise 
in the area of business considered, a source of capital, 
the ability to make contacts, and the desire to start 
your own business.  Termination generally requires 
paying your debts and closing your doors.

What does it mean legally?
As a sole proprietor, your liability is limited to 
your own errors and obligations.  But in case the 
business fails, your personal assets – including 
home, automobile, and other properties are subject 
to claim by creditors.  You can deal with the problem 
of unlimited personal liability to a certain extent by 
purchasing business liability insurance.  However, as 
a sole proprietor you would still be personally liable 
for any business debts or loans because liability 
insurance only protects against claims arising from a 
business-related injury.

Remember...
Keep in mind that rules and laws change. It 
is always wise to check with the agencies re-
sponsible for the most current information on 
business licensing, permits, and legal obliga-
tions. In addition to reviewing the state and 
federal matters discussed in the previous pages, 
farm businesses should investigate regulations, 
permits and licenses required by the cities and 
counties where they will be located.
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As a sole proprietor, you must be all things to your 
business – or be willing to pay for professional help.  
You must be willing to work long hours, establish a 
record-keeping system, prepare tax reports, and hire 
and train personnel.  As sole proprietor, you must 
arrange any financing your business needs as well as 
pay your creditors.  All of these abilities are seldom 
possessed by one person.

What about taxes for sole proprietorship?
One main advantage of a sole proprietorship is its 
tax advantage.  Your business is not a separate tax-
paying or tax-reporting unit; it is treated as a part 
of your overall financial activities.  You should keep 
separate records of business income, deductions, 
inventories, and capital acquisitions.  This profit or 
loss is combined with other personal income for tax 
purposes.  As the personal income tax rate is often 
lower than the corporate one, taxes are generally 
lower for the sole proprietorship.

Partnership
Forming a partnership can be a challenge.  Like a 
marriage, a partnership requires understanding, tact, 
and negotiation.  Disagreements between partners 
account for a large number of business closings.  No 
matter how well the partners know each other or 
how long they have been friends, the partnership 
cannot survive without a written agreement or 
contract.

Articles of Co-partnership
Articles of co-partnership ensure each partner does 
his or her share of the work and gets a fair share of 
the profits.  Certain items should be included in 
the agreement.  You might want to use the following 
as a checklist when reviewing your partnership 
agreement. 

How the partnership will be terminated is extremely 
important.  Provisions must be made to dissolve the 
partnership in case one partner wants to leave the 
business for other employment or because of illness 
or death.  Arrangements must be made to equitably 
dissolve the partnership.

The articles of co-partnership should be written by 
a lawyer, notarized or witnessed by an uninvolved 
party, filed in the county clerk’s office at the county 
courthouse, and a copy kept in a safe place.  It is 
a contract and, therefore, legally binding.  The 
Uniform Partnership Act, (See Idaho Statutes, Title 
53, Chapter 3), drafted by the National Conference 
of Commissioners on Uniform State Laws and 
approved by the American Bar Association, should 
be consulted as a guide.

What about taxes on a partnership?
You report and pay taxes on a partnership like 
you would in a sole proprietorship:  you and your 
partner pay income taxes on individual shares of the 
profits, but no tax is paid on the partnership.  You 
report your share of the profit earned during the tax 
period that ends within the year being reported (by 
December 31 or June 30).  This is done whether or 

CHAPTER 2  Doing Business in the State of Idaho

Partner Agreement Checklist
✓ Date of the agreement
✓ Names and addresses of all the partners
✓ Nature of the business
✓ Duration of the partnership
✓ Specification of each type of limited partner  
 (whether silent, dormant, secret, or nominal  
 and the liability, if any, of each
✓ Fee to be paid any nominal partner
✓ Amount of investment by each partner
✓ How profits and losses will be shared
✓ Accounting procedures to be used
✓ Salary or drawing account arrangements for  
 each partner
✓ Restraints on each partner, if any
✓ How the partnership will be terminated
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not profits are actually distributed.  The rate of tax 
is the same as for the individual, and the income is 
reported on an individual 1040 form (Schedule E).           
A partnership return has to be filed with the IRS 
for information purposes only (Form 1065).  You 
and your partner are personally liable, including 
personal assets, for debts and judgments.  Creditors 
can collect from either you or your partner – even if 
you did not necessarily incur the debt.

Incorporation
A corporation is by far the most structured and 
complicated form of business ownership.  Very 
rarely does the new or first-time owner form a 
corporation.  A successful sole proprietor or a 
partnership that wishes to expand or to remove the 
personal unlimited liability is most likely to move 
to the corporate form.  Since the corporation is a 
creation of law, it is impersonal and exists apart 
from the individuals who share its ownership.

A corporation must be chartered.  When the state 
issues a charter, your firm’s activities are specified.  
A firm incorporated as a drug store could not legally 
engage in manufacturing.  The geographic area in 
which the firm can operate is limited to the state 
granting the charter. 

If you incorporate your sole proprietorship, you 
can exchange the assets owned for shares of stock.  
This may be done tax-free if you, or you and your 
partner, own eighty percent of the stock, have 
immediate control of the corporation, and the 
assets are transferred solely in exchange for stock 
and securities in the new corporation.

Articles of Incorporation
After you file the articles of incorporation with 
the secretary of state and pay the one-time $60 fee, 
you will receive a certificate of incorporation.  The 
following list will help you prepare your application 
which needs to include:
✓ Specific name of your corporation (which in  
 the United States includes the abbreviation  

 “Inc.”).  The name cannot be the same as one  
 already in use when the charter is issued.
✓ Specific purpose of your corporation
✓ Names and addresses of the directors and   
 incorporators.  Depending on the state, one to  
 five incorporators must reside in the state in  
 which the application is made
✓ Location of your company’s main office
✓ Duration of your corporation
✓ Amount and kinds of capital stock issued at the  
 outset of the operations
✓ Full description of the voting rights of the  
 stockholders

You should also draw up a set of bylaws.  The 
bylaws should state the regulations and limits of the 
corporation.  This protects all the owners, present 
and future, from unwise or selfish decisions by the 
board of directors.  From the time you pay the charter 
fee and the certificate is issued, all agreements are 
made in the name of the company and not in your 
name.  For more information on incorporating, 
contact the Secretary of the State of Idaho.

What about taxes for a corporation?
Corporations are taxed more than sole 
proprietorships and partnerships.  Not only must 
taxes be paid by the corporation itself, but if you 
take a profit from the corporation, you must pay 
personal income tax on the profit.  You may be 
able to forestall this “double taxation” by forming a 
subchapter corporation, which is ideal for new and 
low-income businesses.  Consult an attorney before 
forming a subchapter corporation.  With this type 
of ownership, your corporation may be taxed at a 
lower rate.  Regardless, corporate profits are taxed at 
a higher percentage or bracket than personal taxes.

Corporate tax reporting may be done in two ways:
The corporation is treated as a separate 1. 
taxpayer and pays a corporate tax on its net 
income.  As a shareholder you pay personal 
tax on salary, dividends, and interest you 
receive from the corporation.
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Under the Subchapter Section of the 2. 
Internal Revenue Code, the corporation 
reports its income on your tax return, even if 
you have not withdrawn money or property 
from the corporation.  If the corporation 
incurs losses, you can deduct losses on your 
tax return.

S Corporation
An eligible corporation can elect to be treated as 
an S Corporation by the timely filing of IRS form 
2553, Election by a Small Business Corporation.  
Federal taxes for S corporations are reported using 
IRS Form 1120S.  State taxes require a copy of the 
0020S attached to Idaho Form 41S.  The tax on 
income earned by an S Corporation is generally paid 
on the shareholders’ returns, including nonresident 
shareholders.

Limited Liability Companies
Shareholders are not liable for corporate debts unless 
they have personally guaranteed the corporate debt 
or are liable as a result of an individual action other 
than being a shareholder.  Therefore, shareholders 
generally have no more at risk than they invested in 
the corporation.  For federal tax purposes, certain 
business entities automatically are classified as 
corporations.  Other business entities may choose 
how they are classified for federal tax purposes by 
filing Form 8832 with the IRS.  Idaho taxes these 
companies the same way they are taxed for federal 
purposes. 

Cooperative
A business formed by a group of people to obtain 
or market services or products more effectively and 
economically than they could get individually is 
called a cooperative.  Members of the cooperative 
own, finance, and operate the business for mutual 
benefit.  As a small and home-based business owner 
you may want to form a cooperative to overcome 
the barriers of limited market access due to rural 
isolation, limited access to sources of supply due to 
rural isolation (which may restrict the availability of 

quality supplies in economical quantities).
Cooperatives are similar to corporations except net 
income paid to owners/users is taxed as personal 
income, ownership benefits can be distributed in 
proportion to use, control is democratic with one 
vote per patron, service or product is sold at cost, 
and there is limited return on equity capital.  All 
income is distributed to members on a participation 
basis.  Therefore, cooperative organizations come 
under no state or federal income tax liability.

Like a sole proprietorship, partnership, or 
corporation, a cooperative must operate as a 
business with complete planning, management, 
and written policies.  The cooperative should retain 
an attorney to ensure the proper legal procedures 
are followed in setting up the cooperative.

Source:
University of Idaho College of Agriculture and 
Life Sciences, Business Ownership CIS 939, available 
from: http:// www.info.ag.uidaho.edu:591/
catalog/business.html

For more information, consult the free 
publication, Starting a Business in Idaho, available 
from the Idaho Department of Commerce, 700 
West State Street, Boise, ID 83720.  (208) 334-2470 
or online at http://www.state.id.us/business/

Taxes
A key item in operating a business is the fulfillment 
of tax obligations to both the federal government 
and the State of Idaho.  This section explains how 
to pay federal and state income taxes, sales tax, and 
special excise taxes.  Business owners should also be 
aware of real property taxes and personal property 
taxes on office furniture and some equipment.  
These property taxes are assessed by the county 
assessor and collected by the county treasurer.  In 
addition, a few localities impose local taxes.  

CHAPTER 2  Doing Business in the State of Idaho
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Idaho Sales and Use Tax
Farms that sell their products at retail, such as at 
farmers’ markets or roadside stands, must obtain 
a tax number from the Idaho Tax Commission.  
Farms must file their tax returns, according to 
requirements, even if the total amount of gross sales 
does not necessitate a tax.
Idaho has a six percent sales tax on retail sales, 
leases, or rentals of tangible personal property.  The 
tax also applies to fees for admissions, recreations, 
hotel, motel, campground accomodations, intrastate 
charter flights, and some types of labor.   A six 
percent use tax is due on the use, consumption, or 
storage of tangible personal property in Idaho on 
which sales tax was not paid.  This includes items 
purchased by mail order or Internet.

Businesses making retail sales must obtain an Idaho 
Seller’s Permit, while those with purchases subject 
to use tax need a Use Tax Account Number.  Obtain 
these by completing and submitting Idaho Business 
Registration Form (Form IBR – 1) at www.business.
idaho.gov or by sending a paper copy of the form 
to the Idaho Tax Commission.  Upon receipt of 
the form, the Tax Commission will issue a permit 
number along with instructions on how and when 
to remit the tax.

Several exemptions apply to the payment of sales and 
use taxes.  A purchaser may use a Sales Tax Resale 
or Exemption Certificate (Form ST – 101) to make 
exempt purchases.  Examples include purchases 
of goods for resale or purchases of materials used 
directly in the production of items for resale.

For more information, see the series of brochures 
specific to various industries in Idaho.  These 
brochures may be obtained from the Idaho State 
Tax Commission or from its web site:  www.tax.
idaho.gov 

Source:
Idaho Department of Commerce Starting a Business 
in Idaho http://www.state.id.us/business/

Special Excise and Other Taxes
Both the federal government and the state of Idaho 
apply special excise taxes to specific products and 
commodities.  The following excise tax lists are 
not comprehensive, but they do identify some of 
the taxes that apply to businesses.  Businesses are 
encouraged to contact the IRS and the Idaho State 
Tax Commission to determine which taxes are 
applicable.

Federal Excise Tax
Telephone communications and air •	
transportation
Manufacturers tax on a variety of goods•	
Retail and use tax on motor fuels and certain •	
new heavy truck sales
Windfall profit tax on domestic crude oil •	
production
Environmental tax on receipt of hazardous •	
materials
Environmental tax on manufacturing •	
petroleum and chemicals
Tax on the use of highways by heavy trucks •	
and buses
Production, sales, or importation of alcohol, •	
tobacco, or firearms
Luxury tax•	

Idaho State Excise and Other Taxes
Beer & wine tax – paid by distributors•	
Insurance tax – paid to the Department of •	
Insurance by insurers 
Cigarette and tobacco tax – paid by •	
wholesalers or importers
Coin operated amusement device annual •	
decals – paid by owners or operators
International Fuel Tax Agreement Licenses  •	
- paid by interstate truckers
Mine license tax – paid by miners or royalty •	
recipient
Motor fuels tax – paid by distributors•	
Electricity tax – paid by hydroelectric power •	
producers
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Property Taxes
Contact your local county assessor for details.  
Personal property used in a business, such as a desk 
or a computer, is considered taxable property.  The 
business owner is required to report all taxable 
personal property to the county assessor annually 
and to pay a tax based upon the assessed value of 
the property to the county treasure’s office.  Real 
property in Idaho is also taxable.

For more information, documents, and assistance 
contact:
Federal Taxes
Internal Revenue Service, Taxpayer Service
Federal Building, Room 327, 550 West Fort St., 
MSC 041, Boise, ID 83724-0041, IRS Telephone 
Tax Service: (800) 829-1040 www.irs.gov

State Taxes
Idaho Tax Commission
800 Park Blvd., Plaza IV, P.O. Box 36, Boise, ID 
83722, (208) 334-7660, (800) 972-7660
Fax: (208) 334-7846, www.tax.idaho.gov 

Farm Labor
As your farm grows and changes, you may realize 
that you need to expand beyond a family operation.  
At this point you have several options for assistance 
with the labor.  For example, you may choose to use 
independent contractors or to hire employees.  No 
matter how you decide to fill your labor requirements, 
it is your responsibility to ensure safety on the jobsite 
and provide insurance for possible injuries.  

Employment Basics
Determining whether or not the person working on 
your farm is an employee will help you understand 
your obligations for safety and liability.  Here is a 
quick definition of an employee:

q They are on your farm at your request to perform 
tasks you identify.  You usually provide the tools and 
equipment.

q You instruct them in their work, evaluate and 
terminate their employment if necessary.

q They are working in exchange for being paid a 
wage or other financial compensation (could include 
“trades” in exchange for labor such as food, housing, 
fiber, or land lease/rental).

q They are hired with the understanding that they 
are your employees.

You can minimize your liability as an employer by 
adopting these practices:

q Train your employees for the tasks they are hired 
to do, providing safety equipment and a safe working 
environment.

q Follow wage and hour standards required by the 
State of Idaho, and the withholding of federally 
required taxes (Income tax, Social Security, 
Medicare.)

q Provide employee financial protection through 
state and federal unemployment insurance and 
Worker’s Compensation through the Idaho 
Industrial Commission.

q Obtain additional liability through your insurance 
company to ensure the very highest standard of care 
for the employee.

It only takes a couple of hours of your time to set 
your business up to handle employees.  You may 
wish to ask your accountant to assist you, or your 
first employee may be a certified bookkeeper.  

Then you can hire employees, making sure to comply 
with the minimum wage and hour requirements.  
It is a good idea to set up a standardized system of 
record keeping for your employees, making sure 
that they fill out the tax forms you need to keep 
on file and timecards to record their hours worked.  
Before long, you will receive tax forms in the mail to 
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remind you to file quarterly reports.  Most reporting 
can now be done in a fraction of the time over the 
Internet.  

Workers’ Compensation Insurance
Employers operating in Idaho are required to 
carry Workers’ Compensation insurance unless 
specifically exempted.  To fulfill this requirement, a 
business can insure with one of over 300 insurance 
carriers who have been licensed in the state to write 
Workers’ Compensation insurance.  In special 
cases, self-insurance is also permitted through the 
Idaho Industrial Commission.  Rates and dividends 
may vary by the insurer.    For more information 
on Idaho’s Workers’ Compensation insurance 
requirements or a copy of “Workers’ Compensation:  
A Guide for Employers,” contact the  Idaho 
Industrial Commission.  Available on line at www.
iic.idaho.gov/employers/employers.htm .

For more information, contact: 
Idaho Industrial Commission
317 W. Main St., Boise, ID 83735
(208) 334-6000 or call (800) 950-2110
http://cl.idaho.gov/pdf/flc-flcfacts.pdf

As your direct farm operation grows and you feel 
the need to hire employees, your insurance agent 
will most likely encourage you to change your policy 
from a homeowner’s policy to a farm or commercial 
policy.  This is for your protection as an owner, to 
ensure that you have adequate liability coverage.

You may need this additional liability coverage for 
your employees from a private insurer even if you 
have Worker’s Compensation in place.  This is 
because circumstances could arise on your premises 
that involve damages for employees that the Workers’ 
Compensation insurance will not cover.  

Be smart, follow Idaho’s employment laws and talk 
to your insurance agent about complete liability 
coverage.  Remember, it is your duty to care for 
the people who visit your farm, including your 
employees!

Unemployment Insurance
The laws of the State of Idaho require that the 
employer provide unemployment insurance and 
report wages.  This process is done on an individual 
basis.  When you call the Department of Labor, an 
employment representative will assign your employee 
a classification based on the work they do for you 
and the risks involved.  

Employers are liable to provide unemployment 
insurance if, during the current or the preceding 
calendar year, they pay wages of $1500 or more in a 
calendar quarter; or, if during this or the preceding 
calendar year one or more workers were employed 
for some portion of a day during 20 different weeks 
in the year. 

Helpful hint:  When you call an agency for 
assistance, get the name and direct line phone 

number of your representative.  It will streamline 
your phone sessions if you always talk with the 

same person.  

Agricultural employers are liable to provide 
unemployment insurance (UI) if during the current 
or preceding calendar year they paid $20,000 or 
more in CASH wages during a calendar quarter; or, 
if during this or the preceding calendar year ten (10) 
or more workers were employed for some portion of 
a day during 20 different weeks in the year. 

An agricultural employer must report all wages for 
the entire calendar year and pay the associated UI 
taxes if the coverage criteria are met at any time 
during the year.  No late penalty will be applied if 
wages in prior quarters of the year are reported and 
UI taxes are paid on or before the due date of the 
quarter in which coverage is met. 

Noncash remuneration for agricultural services is 
not considered as "wages" as long as they adhere to 
IDAPA 09.01.35.061.03(j). Examples of non-cash 
wages that are typically not reportable are rent, 
room, board or commodities furnished to workers.  
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Non-cash wages should not be used in determining 
coverage criteria or for reporting wages on quarterly 
reports.

Source: http://labor.idaho.gov/dnn/idcl/
UnemploymentInsurance/UIBenefits/tabid/708/
Default.aspx

For more information, contact:  Idaho Department 
of Labor, 317 W. Main St., Boise, ID 83735, (208) 
332-3570 or (800) 843-3193 or visit http://labor.
idaho.gov/dnn/Default.aspx?tabid=682 

Contract Labor
Producers often use  independent contractors to 
fullfill their labor needs.  The legal limit that you 
can pay for an independent contractor  before 
needing to provide them with tax form 1099 and 
reporting your payment 
to the IRS is $600 
annually.  All payments 
to contractors will show 
up somewhere in your 
expenses and need to 
be accounted for when 
you do your taxes.  It is 
vitally important that 
you protect yourself 
when using contractors 
on the farm.  You 
should have an official 
“contract” with them, 
stating the parameters of the 
work they are providing for you.  They should supply 
you with proof of their own liability insurance.  
If they damage your property or cause injury to a 
visitor to your farm, they will be liable.  Whether or 
not they have insurance may determine whether or 
not you enter into a contract with them.  

Students
If individuals pay you to be educated on your farm, 
you are considered a school, which is a business 
enterprise.  Your commercial liability insurance and 

not the Department of Labor will cover the students 
at your school.

Interns/Apprentices
Hands-on experience on your farm is called an 
internship, apprenticeship or mentorship. You enter 
into an agreement with the intern/apprentice/
mentee to work on your farm for a certain period 
of time.  In exchange you will provide training and 
experience in the areas of their interest.  If you 
provide room and board or a stipend, the intern is 
considered an employee. If ANY employer wants to 
do an internship and pay less than minimum wage 
they must receive and O.K. from the Department 
of Labor.

If your intern does not receive room and board or 
a stipend and the arrangement is less formal, or 

they may only receive a 
few boxes of vegetables 
in season, they may be 
considered volunteers 
(see next section - 
Volunteers).

As part of the 
Cultivating 
Success (www.
cultivatingsuccess.org) 
farmer-mentor program, 
University of Idaho 
and Washington State 

University students are 
coming to Idaho farms 

for on-farm internships and mentorships; some 
students receive college credits for their time, some 
do not. The Cultivating Success program wants to 
be sure that the all farmer-mentors involved with 
these on-farm learning experiences are protected 
from liability and are adhering to the Workers’ 
Compensation laws.

University of Idaho students participating in one 
of these internships may be covered under the 

Dinner on the Farm
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university’s policy.  Whether a student is unpaid 
or receives a stipend, it is highly advisable for an 
employer to obtain a rider to its existing Worker’s 
Compensation policy to cover them.   

If you are interested in providing internships 
on your farm, speak to your representative at 
Idaho Department of Labor, the Idaho Industrial 
Commission, and your insurance agent.  Unique 
to this situation is whether or not education is 
considered tangible compensation for labor on your 
farm.  Even if you do not consider the intern to be an 
employee, in the case 
of an injury or death, 
the state and the 
courts may impose 
liability on you.  For 
this reason, it is best 
for you to provide 
the same level of 
care for the intern 
as you do for your 
employees.  

For more 
information visit: 
www.labor.idaho.gov

Volunteers
Volunteers come with a wide range of circumstances.  
If a neighbor weeds your beets and takes home 
enough to can, they are considered a visitor on your 
farm and the liability in your farm policy should 
cover them.  If you enter into an agreement with 
a volunteer to regularly work on your place in 
exchange for produce, then you should contact the 
Idaho Department of Labor to clarify their status as 
a volunteer or an employee.

CSA’s
Community Supported Agriculture farms provide 
produce and other farm products for their members 
or subscribers.  Labor issues arise if members spend 
time on the farm as a part of the membership 

requirements or in exchange for membership.  A 
CSA can reduce the need for involving the Idaho 
Department of Labor if they are explicit in their 
membership agreements that no time on the farm 
is required but that members can “visit” the farm 
any time they wish.  In this way, members will not 
resemble employees and need enrollment in the 
system.

Since there is not a standardized CSA membership 
agreement, it is best to consult your local Idaho 
Department of  Labor representative and insurance 

agent when setting up your 
business.  Correct wording 
is very important and may 
save you a lot of money in 
premiums or lawsuits.

For more information and 
a history of Community 
Supported Agriculture and 
survey of recent research, 
consult this website, a product 
of the Applied Technology 
Transfer for Rural Areas 
(ATTRA):http://at tra/

ncat/org/attra-pub/PDF/csa.pdf 

Source for other types of labor on the farm:
Idaho Statutes /Title 44 Labor/Chapter 16 Farm 
Labor Contractor Licensing; http://www3.state.
id.us/idstat/TOC/44016KTOC.html

The Legal Guide for Direct Farm Marketing by Neil 
D. Hamilton Internships in Sustainable Farming:  A 
Handbook for Farmers by Doug Jones, http://nofany.
org/images/publications/internshipshandbook.pdf 

Safety On The Premises
Farmers have unique liability concerns for harm 
that might occur to visitors on the farm property.  A 
farmer often has more land, guests, trespassers, and 
dangerous equipment and machinery compared to a 
typical residential property owner.  The “possessor” 

Farm Apprentices
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of the property is the first party to whom legal 
liability might extend.  The possessor of the property 
is not always the property owner.  The farmer should 
examine liability concerns for all property that he 
or she owns, leases, or performs work on as an 
independent contractor.

The farmer has a legal duty to protect a visitor on 
the property.  The farmer must use reasonable 
care in keeping the premises free from dangerous 
conditions.  Negligence is the failure to exercise the 
care that a reasonable person would exercise.  An 
injured customer may claim that the accident was 
a result of your breach of duty to use reasonable 
care in keeping the premises free from dangerous 
conditions.  The standard of care will depend on 
the circumstances.

Reasonable care toward children is expanded to 
take into account their smaller size, curiosity, and 
lack of caution or knowledge of particular dangers.  
If there are dangerous conditions on the property 
and children are likely to come onto the property 
there is a heightened responsibility.  Dangerous yet 
attractive conditions may include swimming pools, 
chemicals, and chemical storage areas, grain bins, 
manure lagoons, water wells and cisterns, heavy 
equipment, machinery and tools, gas and water 
tanks, and some animals.

Status of the Property Visitor
There are three types of visitors that may come onto 
your property.  Your level of responsibility varies 
with respect to each visitor’s status.  

An invitee is a person the farmer invites onto the 
property for business purposes.  The invitation 
may be expressly stated or implied by the farmer’s 
actions.  The farmer has the highest duty of care 

for an invitee, which is to protect the invitee from 
harm by keeping the property in a reasonably safe 
condition.  The farmer must take reasonable steps 
to eliminate all known and unknown dangerous 
conditions on the property or to give the visitor 
adequate warning of dangerous conditions that have 
not been eliminated.

A licensee is a person who is on the property for 
his or her own benefit.  The licensee is not invited 
onto the property but is there with the farmer’s 
permission or agreement.  A farmer must make safe 
any known dangerous conditions that the licensee 
would be expected to encounter or to warn the 
licensee of known dangerous conditions that have 
not been eliminated.

A third type of visitor to the property is the trespasser, 
a person who has not been invited onto the property 
and does not have the possessor’s permission to be on 
the property.  The farmer is not obligated to protect 
an unknown trespasser from dangerous conditions.  
The farmer’s only duty is to refrain from harming the 
person by willful conduct.  However, if the farmer 
knows that a person is trespassing on the property, 
the farmer must protect the trespasser from known 
dangerous conditions by eliminating the condition 
or warning the trespasser.  An example of known 
trespassers is neighbor children who regularly cut 
across the field.

Condition of the Property
The condition of the property is a critical factor 
when determining liability for injury.

Was the injury the result of a dangerous •	
condition on the property?
Could the injury have been avoided if the •	
possessor had inspected the property and 
eliminated the dangerous conditions?
Should the visitor have been aware that the •	
condition was dangerous?

Reasonable care is the quality of care a 
reasonable person would exercise in the same or 

similar circumstances.
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The determination of whether a condition is 
dangerous is based on two questions:

Does the condition create an unreasonable 1. 
or unnecessary risk of harm?
Is the condition readily apparent to the 2. 
visitor?  If it does create an unreasonable risk 
of harm and it is not readily apparent, it is 
likely a dangerous condition.

A hidden dangerous condition is one a visitor 
would not discover even if being cautious.  Since 
the condition is hidden and the visitor encounters 
this situation, harm is unavoidable.  Some examples 
of these conditions are a hole in the floor that is 
covered with straw or an animal trap that is covered 
and camouflaged.
The farmer must take care that the elimination of 
a dangerous condition is complete and does not 
create new dangerous conditions.  The farmer 
must ensure that repair work or other actions are 
successful in eliminating the condition.  The farmer 
must warn visitors of dangerous conditions that have 
not been eliminated.  This warning can be spoken, 
written, maps, signs or by roping or blocking off the 
dangerous area.  The warning must clearly identify 
the danger.  A spoken warning should also be backed 
up by a written warning.

Employees and Liability
If the employee creates a dangerous condition 
on the property and fails to warn a visitor of this 
condition, the employee is liable.  The employer 
may not be liable for injuries resulting from willful 
or intentional acts of the employee.

Liability for Injuries by Animals
Special rules of law apply when an animal on the 
property causes an injury to a property visitor.  The 
“owner or keeper” of the animal is the party who 
might be liable.  The issue of liability depends 
upon the type of animal causing the injury, the 
foreseeability of the injury, and the activity that 
resulted in the harm.  The owner or keeper of a dog, 
a wild animal, or an animal known to have vicious 
propensities is strictly liable for injuries caused by 
the animal, meaning that a showing of fault or 
negligence on the owner’s part is not necessary.  
Liability does not extend if the injury results from a 
trespass or from teasing or tormenting the animal. 

An injury by an animal that is not a dog or wild 
animal and is not of vicious propensities creates 
liability for the owner or keeper if he or she is 
negligent in keeping the animal.  Negligence often 
hinges upon whether the owner or keeper could 
have anticipated the occurrence that resulted in the 
injury and failed to take corrective action.  If so, the 
owner will be deemed negligent for not having taken 
steps to prevent the harm.  An owner or keeper is 
not negligent if the animal is in a place where it has 
a right to be, and a visitor invades that place.  For 
example, liability will not attach to the owner for 
harm caused by an animal enclosed in a stall or a 
pen if a visitor willingly enters the stall or pen.

Limiting Liability
There are many actions a farmer can take to limit 
the potential of liability for injuries to visitors on 
the property.  When inviting the public to come 
onto your property, the landowner must take all 
necessary precautions against their injury and to 
warn of all known and hidden dangers.

A dangerous condition is one that creates an 
unreasonable and unnecessary risk of harm that 

is not readily apparent to the visitor.
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Inspect the property.  The farmer should •	
regularly inspect the property for dangerous 
conditions, being sure to note all hidden and 
known dangers.  Document the property 
inspections in writing.

Eliminate dangerous conditions wherever •	
possible.  The possessor will have the 
best assurance of liability protection by 
eliminating all dangerous conditions.  Ensure 
that the repairs are complete and performed 
properly, and document the repair work in 
writing. Make sure all shields and protective 
devices are properly in place on machinery 
and equipment.

Provide warnings if a dangerous condition •	
cannot be eliminated.  The possessor should 
provide clear warnings of the condition.  A 
warning can be in the form of a sign, a map, 
or instructions, or by roping, fencing, or 
otherwise blocking access to the dangerous 
condition.  Avoid verbal warnings that 
cannot be documented.  Keep a written 
record and/or copy of all warnings.  

Educate and train employees.  Farm •	
employees should also understand liability 
rules.  The employee must be adequately 
trained so that they know how to recognize 
and eliminate dangerous conditions, do 
not create or contribute to dangerous 
conditions, and know how to warn visitors 
of the conditions.    

Educate visitors.  Educate parents, teachers, •	
and other visitors of any danger.  Advise 
both verbally and in writing what the rules 
of behavior are when on the farm.

Maintain records.  Take photographs or •	
videotape of the property.  Maintain a record 
of property inspections, corrective measures 
and protective actions.

The Liability Process
One misconception about liability is that it occurs 
automatically.  To the contrary, a visitor seeking to 
impose liability on a farmer must take action.  The 
visitor could demand payment of medical bills or 
request insurance carrier information.  In these 
situations, the farmer or the farmer’s insurance 
company may agree to compensate the visitor for 
the injury.  A farmer does not become legally liable 
to the visitor, however, unless the visitor successfully 
advances a civil claim in a court of law.

Civil litigation for injuries to a property visitor 
usually revolves around a claim of “negligence” 
against the farmer.  Negligence actions require the 
visitor to prove that the farmer breached his or her 
duty of care to the visitor and that the breach caused 
the visitor’s injuries.  The farmer may dispute the 
allegations and offer defenses to liability.  The final 
judgment of the court or jury determines whether 
the farmer is liable, the extent of liability, and the 
amount of compensation due the visitor, if any.

The Farmer’s Defenses to Liability
The law provides several defenses to a potential 
liability situation.  A successful legal defense can 
remove liability completely or reduce the amount of 
liability.  Two potential defenses where the actions 
of the visitor affect the injury are:

1. Exceeding the Scope of the Invitation or 
Permission, if a visitor goes beyond the scope of 
the invitation or permission, the possessor is not 
liable for resulting injury.  For example, where a 
possessor has granted a neighbor permission to cut 
wood from the wood lot and the neighbor decides 
also to take a look around the barn, the possessor 
will not be liable if the neighbor is injured in the 
barn.  

2. If a customer of a farm market enters a door 
that is posted “Keep Out – Authorized Personnel 
Only” and is then injured in the restricted area, the 
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possessor is not liable.  In both instances, the visitor 
exceeded the scope of the possessor’s invitation or 
permission.

Hold Harmless Agreement
A waiver or release is a way to shift liability to 
someone else.  When appropriate, you are better 
off having a release than not.  The release will 
not be useful if you have not taken reasonable 
precautions to reduce the possible risks of harm to 
your customers.  A discussion with legal counsel is 
advised before proceeding with farm tours or other 
on-farm events.

A hold harmless agreement between two parties 
states that one party will assume the risk of legal 
liability associated with an event for the other 
party.  Usually landlords will include hold harmless 
language in leases to protect them from being sued if 
an accident occurs on their property.  Farmers may 
ask on-site vendors to sign hold harmless agreements 
that release farmers from liability should a vendor-
related accident occur on the farm. See Appendix 
for sample hold harmless agreements.
 
Participant waivers are used when minors are 
involved in school or camp activities, and would 
be appropriate for on-farm school tours.  The 
minor’s parents or guardians are required to sign 
the document agreeing to release the farmer from 
any responsibility for injury to their child.  However, 
the waiver does not absolve farmers from liability for 
injuries directly caused by their negligence.  

Conclusion
A farmer will benefit from understanding when and 
why he or she will be liable for an injury to a farm 
visitor.  The answers to a few simple questions create 
a framework for reviewing liability issues:

What types of visitors do I have on the 1. 
property?
What duty of care do I owe the visitors?2. 
Have I fulfilled my duty of care by eliminating 3. 
or warning of all dangers?
What more can I do to limit liability?4. 

Source:
Ohio State University Fact Sheet:  Liability for 
Visitors to Farm Property
http://ohioline.osu.edu/als-fact/1002.html

The Legal Guide for Direct Farm Marketing
by Neil D. Hamilton

Insurance
Insurance is an often-ignored aspect of running a 
farm business.  In today’s litigious culture, it is wise 
to have adequate coverage for all your farm activities.  
None of us enjoys the financial burden of insurance, 
but we heartily appreciate our coverage when we hit 
a deer with our vehicle or experience an unexpected 
hospital stay.  For direct farm marketing, the need 
for specific insurance coverage stems from the desire 
to protect yourself in case of injuries or damage 
that may occur on your premises, physical damage 

When inviting the public to your farm, you must 
first make your property as safe as possible to 
avoid accidents.  However, should one occur, 

the agreements you make prior to the farm 
activity may dictate who is legally 

responsible  for th injury.

 On-Farm Garlic Braiding Workshop



Protecting Your Farm or Ranch: A Guide for Direct Farm Marketing in Idaho26

to machinery or buildings, product liability and 
workman’s compensation for employee coverage.  
You should not assume that the insurance you now 
have is what you need.

This section will provide guidance on the following 
three topics:

Provide general understanding about 1. 
how insurance operates and key terms to 
understand.

Consider some of the unique insurance 2. 
issues which might arise in connection with 
direct farm marketing.

Consider some of the basic rules of how 3. 
insurance operates, including a list of 
questions to ask your insurance agent.

Types of Insurance Policies
The first step is to specifically identify the risks 
involved with your activities.  It is wise to eliminate 
as many as possible and then seek the type of 
insurance policy to cover them.

q Many small farmers start their operations with a 
homeowner’s policy.  It may be possible to obtain 
coverage for additional activities, which include sales 
less than $5,000 per year, provided that the business 
is a secondary income.

q The comprehensive farm liability policy is designed 
to provide liability coverage for accidents that might 
happen on the farm.  This would cover you and your 
family, guests and customers, who visit the farm as 
long as the injuries occur in connection with what 
is defined as farming.  Friends and relatives are 
typically covered when they visit the farm.

q A commercial business policy is custom fit to your 
business activities on the farm and may be needed if 
what you are doing resembles a commercial venture 
rather than a traditional farm.

q Coverage for your employees is a combination of 
liability from your farm or commercial policy and 
worker’s compensation from the State of Idaho.

Establishing a relationship with your agent or broker 
is very important.  Be sure to choose a company 
that guarantees “truth in exchange.”  You will want 
to know that the person you do business with is 
trustworthy.  Whatever they promise needs to be in 
writing.  Carefully read your policy and keep asking 
questions until you understand what it says.  Never 
go on assumptions; the proof of your protection will 
be in the policy.

Keep in mind that you are paying money for 
insurance so you expect to be covered.  You will not 
be able to obtain the coverage you need unless your 
agent knows what you are doing.  It is important to 
be thorough and explain to your agent what you are 
doing so the agent can write the policy you need.

You have an obligation to periodically report any 
changes in the nature of your activities or property 
that is the subject of your coverage.

Questions to Ask Your Insurance Agent
As you begin to communicate with your agent or 
broker, keep a running list of questions you would 
like answered. 

Having insurance doesn’t make you bullet 
proof from a liability claim. Carefully read 

your policy and keep asking questions until 
you understand what it says. Never go on 

assumptions; the proof of your protection 
will be in the insurance policy.
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Agent vs. direct writers:  The choice between an 
agent and a direct writer is one that hinges on the 
consumer’s own style and preferences.  Are you 
more comfortable dealing with the same person 
when you have questions?  Do you want to confer 
regularly on concerns like remodeling – or the need 
to update your coverage?  If so, you probably will 
prefer the personal touch of an agent.  On the other 
hand, direct writers offer you the convenience of a 
single phone call or 24-hour toll-free service.  As a 
direct writer, the company does not usually pay a 
commission to agents.

Agents and brokers:  Many individuals and 
businesses buy their insurance coverage from 
agents, who represent either specific companies or a 
number of companies.  However, other individuals 
and many businesses prefer to buy from a broker 
who represents them directly in the marketplace.  
Many businesses prefer to use brokers because they 

want an independent source of information that 
can sample the broad range of coverage available 
and put together the best package for specific 
circumstances.  Both agents and brokers should be 
responsive to their customer’s needs.  However, you 
should remember that the agent also represents the 
company or companies he or she is appointed by.  
The broker works for you.

Selecting a representative:  How do you pick the 
right agent or broker?  Check with your friends, 
neighbors, colleagues and family, especially with 
people who have had difficulty with claims or 
coverage. Knowing how an insurance representative 
reacts under difficult circumstances can help you 
get an idea about how they will respond if you 
need similar help.  In general, consumers should 

investigate potential agents or brokers every way 
they can.  For example, the Office of the Insurance 
Commissioner will tell Idaho consumers on request 
how many complaints have been filed against an 
agent or broker – and whether that licensee has 
faced disciplinary action in the past.  Consumers 
have a right to that information. 

Children Love You Picks, Too 

Sample Insurance Questions

? Are you a general agent working for one 
company or an independent agent?

? At what point does my homeowner’s policy 
no longer cover my involvement with direct 
farm marketing? 

? Can my homeowner’s policy be extended 
to cover my activities (with additional 
premiums)?

? Is there a limit to the amount or type of 
direct farm sales I can make and still have them 
considered as incidental to my farm operation?

? If I have a farm policy, does my liability cover 
my direct farm marketing sales, such as at my 
roadside stand, U-pick operations, delivery 
to restaurants and farmer’s markets?  What 
activities are excluded as a “separate business” 
for which I need to buy a commercial policy?
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What type of coverage do you need?
Perhaps you already have some insurance.  What 
type of coverage do you need?  There is no specific 
answer to this question because not all businesses or 
farming situations are alike.  Insurance is a necessity 
in most businesses.  The standard advice is to only 
insure against what you can’t afford to lose.  None 
of us can afford to lose the farm; therefore it is 
extremely important to have insurance protection.

In most cases, insurance is required as a condition 
for a bank loan.  In a sole proprietorship, adequate 
insurance is critical because you are personally liable 
for all debts.  Having adequate insurance is one way 
to manage the risk of being personally liable for your 
business’ default on loans.

Many business owners naively believe their business 
doesn’t need insurance.  Even in the case of home-
based businesses, thinking your homeowner’s policy 
will cover any business loss is a huge mistake.  The 
activities of your home office are not likely to be 
insured by your homeowner’s policy unless you have 
a special “rider” on that homeowner’s policy or have 
separate home office coverage.

Ask your insurance agent to look at your present 
coverage to analyze what additional areas of risk your 
business exposes you to and recommend the types 
and amounts of insurance your business requires.  
Make a list of all of the business activities that you 
have going on at your farm including things like 
farm tours, internships and workshops, and share 
these with your agent.

Property and liability are the most important types 
of insurance for businesses.  A property policy 
provides insurance on your building and other 
physical assets.  Liability protects you against claims 
of injury or property loss resulting from negligence 
on your part.  Life and health coverage is primarily 
seen as part of your employee benefit package. 

Liability insurance protects your business if for 
example; someone suffers a bodily injury while on 
your site and sues you for damages.  Your insurance 
policy should cover your costs for these damages.  
Many policies will also cover injuries like libel and 
slander (if you are in the publishing business, for 
instance).  The cost of liability insurance is generally 
related to the risk of your industry.  As an agricultural 
business, you cost may depend upon what you 
produce on your farm and how you produce it, and 
whether or not your operation is open to the general 
public.

Liability for the acts of animals kept as pets or part 
of the farm operation is another area specific to 
agricultural business.  For example, legal liabilities 
may arise if your cattle get into your neighbor’s 
cornfield or they cause a car accident while they were 
crossing the road.  Perhaps a horse or a goat bites 
someone while visiting the farm; these are things to 
consider when you have farm visitors.

Product liability insurance protects you against 
injury or property loss due to a product defect or 
design flaw. This list includes farm machinery, 
livestock products and food products.

Professional insurance protects people whose 
business involves services or consulting. People 
who are self-employed often need professional 
liability insurance to protect both their personal 
and business interests. Perhaps other farmers hire 
you to advise on production planning, for example, 
and pay you for that service.  Find out from your 
insurance agent if that activity exposes you to any 
special liability issues.

Never understate what it is that you are doing on 
your farm in hopes this will reduce your costs.

 If  something happens and you are underinsured, 
you will be in a bad situation, having paid your 

premiums for no return.

CHAPTER 2  Doing Business in the State of Idaho
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The Office of the Insurance Commissioner 
Can Help You 
If you have any questions or need additional 
information about your rights as an insurance 
consumer, call or write the Idaho Department of 
Insurance, P.O. Box 83720,Boise, ID 83720-0043, 
Phone: 1-800-721-3272 or http://www.doi.state.
id.us

      

For more information visit: www.labor.idaho.gov 

Crop Insurance: In addition to a farm policy or 
general liability insurance, farms may wish to 
add additional coverage for the production of a 
particular crop or to cover any losses due to market 
fluctuations.  The USDA Risk Management Agency 
offers information on a range of crop insurance 
programs.  

For more information visit:  
http://www.rma.usda.gov 

Idaho Hay
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