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Labour Only Subcontractors and Bona Fide
Subcontractors: Determining their Status
One of the most frequently debated subjects in Liability insurance is the status of subcontractors – those
engaged by a policyholder to perform work on its behalf.
Policyholders use subcontractors for several reasons:
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It may be more cost effective to
“employ” people on this basis
because it means the policyholder
can adapt the size of its workforce
to meet the demands of its
workload – rather than directly
employ full time staff and incur the
associated costs of doing so.

In particularly busy periods
it gives the policyholder the
flexibility to quickly expand
to handle any increased
workload.

It may be that some tasks are
outside the policyholders’ core
expertise, and the services of a
specialist are required to enable
the policyholder to offer a more
complete service.

Why is the Status of
Subcontractors so important?
How can subcontractors
be correctly classified?

What is a LOSC?

What is a BFSC?

Why is this important
to Liability insurers?

What cover is provided
for BFSC?
LOSC v BFSC
A quick reference guide

Conclusion
As this article highlights, it is of crucial importance that the
policyholder has a clear understanding of the status of any
subcontractors they engage.
The most important consideration is the degree of
supervision, direction and control the policyholder has
over their subcontractors. Contracts can include terms
that are implied and spoken, therefore, intentions always
need to be made clear. However, it is ultimately the
specific circumstances of each relationship and the facts
of each case that will influence the courts to determine the
subcontractor’s status.
The policyholder needs to ensure that they always make
adequate checks when utilising any subcontractor and
should seek the appropriate legal advice in the event of any
uncertainty.
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