
Subcontractors - The difference between BFSC & LOSC

Insurance – Bona Fide or Labour-only?
The things you need to know

Whilst it is difficult to provide an accurate definition (as the 
law does not provide one), it is important  try to correctly 
determine the status of sub-contractors to ensure that the 
correct insurance cover is in place. If a sub-contractor is a 
bona-fide subcontractor (BFSC) Employers’ Liability 
Insurance is not required but if a Sub-contractor is a labour 
only subcontractor (LOSC) Employers Liability is required.

As the owner or manager of a construction firm, you know 
that construction projects, no matter the size or scope, can be 
significant undertakings full of challenges. One such challenge 
that you may encounter deals with that type of 
subcontractors you hire –knowing the differences between 
these two classifications can help protect your business from 
costly and damaging risks, including fines, penalties or even 
very large insurance claims.

The insurance definition of BFSC & LOSC is different to HMRC. 
Ensure you have the correct procedures in place to ensure your 
insurance policies respond in your time of need.

to £3.2M.

One of the four policy triggers is Cyber attack which is defined 
as ‘any digital attack designed to disrupt access to or the 
operation of a computer system’.

How will it benefit? The client can have comfort knowing that 
their cyber policy is future proofed and will not only respond 
to attacks known in the current times, but an attack which 
could be developed in the future which is designed to disrupt 
their system.

o Nil excess for all losses related to a breach+

Notifying Hiscox within 72 hours means the whole excess will 
be waived for losses related to the breach.

How will it benefit? We’re providing a monetary incentive and 
waiving the excess if there is good practice and fostering good 
culture within the business. Our competitors typically only 
waive the excess for breach costs, we are doing it for all losses 
related to a breach

o Full GDPR coverage+

Full GDPR coverage for data breaches, but also alleged 
breaches of the regulation. 

How will it benefit? Not all regulatory actions commence due 
to a data breach, there could be alleged breaches of GDPR 
which result in a regulatory investigation and I can see this 
being particularly pertinent for clients that hold significant 
amounts of personal data.

o CyberClear Academy+ – 

o a GCHQ certified computer based training platform 
for all companies under 10M in revenue. We can look at 
companies above this threshold on an adhoc basis. If 80% of 
staff complete the training we’ll reduce the excess by £2,500 
in the event of a claim – most policies we have for clients 
under 10M revenue have an excess of £2,500 anyway, so 
basically nil excess

o Dedicated cyber claims handlers+

we have a dedicated team of legally qualified cyber claims 
handlers to assist you and the client in the event of an incident. 
A lot of insurers completely outsource the claims handling to a 
third party (I believe PEN do after reading the attachments in 
your email). Having a dedicated claims handler at the insurer is 
incredibly useful, they will just interpret the policy wording to 
the letter, but also look to apply the spirit and the intent of the 
policy to what it should cover

his article delves into what GDPR is, who is liable, the effects 
on your current insurance policy and what you can put in place 
to protect yourself and your business.

GDPR brings in significant penalties for firms that fail to 
protect consumers’ data. Sitting alongside it is the UK’s Data 
Protection Act (DPA) 2018 and this states that directors 
themselves can be liable for criminal acts under the GDPR.

Many companies are now looking at how prepared they are for 
GDPR, both in terms of their data breach response plans and 
the personal data they already hold. Some elements of GDPR 
are insurable if you are in breach of legislation. 

Unlimited personal liability

The directors and officers in your company are in a position of 
responsibility. Managers, directors and supervisors can face 
allegations and claims for which they may be personally liable. 

Even in a company with limited liability status, personal liability 
is unlimited. Directors and officers are under increasing scrutiny, 
and it is commonplace for allegations of wrongful acts to be 
made. 
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Who are Labour-only Subcontractors?

Ascend Broking Group
Business Insurance Solutions

The defining characteristics of labour-only 
subcontractors are as follows:

 They work under your supervision and 
direction.

 They use your materials, kit, equipment and 
tools.

 They must comply with your health and 
safety policies.

 They do not have a guarantee for work done 
and may leave part way through.

Who are Bona-fide Subcontractors?

The defining characteristics of bona-fide 
subcontractors are as follows:

 They work under their own supervision and 
direction.

 They provide their own materials, kit, 
equipment and tools.

 They are responsible for their own health and 
safety.

 They may have additional employees.
 They provide their own method statement, 

carry out risk assessments and are responsible 
for their own guarantees and maintenance.
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 BFSC
Bona-fide subcontractors are hired to complete a 

specific job—such as plumbing or electrical work—on a 

build project that your full-time staff is not capable of 

completing on its own. As your firm would be hiring them 

on for a specific job, you would pay them as if it were a 

normal separate job, typically via invoice. In addition, 

because they are working independently of your firm, 

bona-fide subcontractors should have their own liability 
insurance and invoices include VAT.

On the other hand if you can answer yes to the majority 

of these questions they are more likely to be a bone-
fide sub-contractor:

 Are they on a fixed-price contract irrespective of what is 

needed to get the job done?

 Are they on a service rather than employment contract?

 Do they decide their own hours, how to do the job, when to do 

it and where to do it?

 Do they work for other parties as well as the main contractor?

 Are they obliged to correct any quality deficiencies at their 

own expense and in their own time?

 Do they have public liability insurance that they can provide 

evidence of?

 Do they cover the costs of any materials, tools, etc. used on the 

job?

 Are they able to hire additional labour if required at their own 

expense?

 Are their earnings at risk if they have incorrectly priced the 

job?

How do You Tell the Difference Between the Two?

If your policy provides cover for bona fide sub-contractors on a contingent basis, it is up to you to ensure that they carry satisfactory and adequate insurances 
and that their policy will include a business description to cover the work they are doing for you.  Their policies must have an adequate limit of indemnity and 
contain an indemnity to principals’ clause.

You must keep a record to show that their insurances have been checked and a diary system to identify when they are due for renewal.

We have sub-contractor liability insurance questionnaire templates available to use:

• Employers’ Liability, Public Liability, Contractors All Risks and Professional Indemnity

Ascend Broking can assist you in this exercise and please do not hesitate to contact us for further advice.

LOSC
Labour-only subcontractors are additional employees that you 

hire to assist with a build project that is too large or complex for 

your full-time staff to handle in a timely manner. As these 

subcontractors are employed for the duration of the build 

project, you are required to pay them the same wages as your 

full-time staff and classify them as employees. In addition, your 

firm must cover each labour-only subcontractor under your 

employers’ liability and public liability insurance.

You should check with your insurer if you are unsure but if you 

can answer yes to several of the questions below; it’s more likely 

they are a labour-only sub-contractor rather than a bona-fide 

subcontractor. 

 Do you pay the person hourly, weekly or monthly? (Bona-fide 
subcontractors tend to be paid by invoice).

 Do you pay the person overtime or bonuses?

 Do you supply them with the majority of their tools?

 Do they do all the work required of them, themselves?

 Can the main contractor direct them how, when, where and at 
what time they should do work?

 Do they work a fixed number of hours?

 Can the contractor reassign them to another task?




