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                What is employers’ liability insurance and how does it work?


                                    Find out if you’re legally obliged to have employers’ liability insurance and how it can protect you and your employees in the event of a claim
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The more employees you have, the more you can get done. Hiring more employees is usually an exciting sign that your business is growing – but growth doesn’t come without risks. No matter how careful you are, things can go wrong at work. Employers must legally have insurance which can cover compensation costs and other damages if one of their employees injures themselves or falls ill while they’re at work and the business is found liable.
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As an employer, responsibility for the health and safety of your employees lies with you. Whether that’s providing a safe and secure working environment, providing your staff with full training or regularly checking tools and machinery, it is down to you to ensure everyone’s safety. When things go wrong and you’re found to be at fault, you will likely have to pay compensation to your employee, as well as foot the costs for your legal fees and theirs.




This guide will take you through employers’ liability insurance through the following sections:





	What is employers’ liability insurance?

	Do I need employers’ liability insurance?

	What does employers’ liability cover?

	How much does employers’ liability cost?

	How much cover do I need?

	How to find an employers’ liability insurance provider

	Things to consider when purchasing employers’ liability insurance

	Case study

	Final thoughts & FAQs.






What is employers’ liability insurance?




As an employer, you are responsible for the health and safety of everybody who works for you while they are at work.




You can therefore be held liable if an employee sustains an injury or falls ill while they are working for you. Whether it’s slipping on a wet floor or getting sick due to chemicals they work with, the responsibility is likely to land with you.




Employers’ liability insurance, or EL insurance, can help you pay compensation if one of your employees becomes ill or sustains an injury because of the work that they do for you.




Do I need employers’ liability insurance?




Almost all employers are legally required to have employers’ liability insurance. The minimum requirement currently is £5 million, and the policy must come from an insurer who is authorised by the Financial Conduct Authority.




You can find out whether your insurer is authorised by checking the FCA’s register. It’s imperative that you get employers’ liability insurance as soon as you employee somebody, or you could be liable to pay a significant fine per day that you don’t have cover in place. You can also receive a fine if you do not display your EL certificate, or if you refuse to show it inspectors if they ask to see it.





Even if you only hire staff on a temporary basis, or even if you hire them unpaid, you must still have an EL policy. If they become ill while they are working for you, you may be found liable. If you hire independent contractors who are employed by a different organisation, it may not be your responsibility to provide cover.




However, subcontractors who are ‘labour-only’, who work under your direction and who use your tools and materials are legally considered employees. In this case, it’s your responsibility to provide cover. If you’re working with contractors it’s even more important to check, as your responsibility can vary.




There are several exceptions. Most public organisations, health service bodies and some other organisations funded by public money are not legally obliged to hold employers’ liability insurance. Another exception is often family businesses that only employ close members of family. A close member of family is considered to be a husband, wife, civil partner, parent, grandparent, step-parent, child, grandchild, sibling or half-sibling. The other exception stands if the employee is outside of the UK.




What does employers’ liability cover?




EL insurance can cover you if an employee makes a claim for an injury or illness that they suffered as a direct result of their work for you. Examples could be if an employee trips over a trailing phone wire and breaks their arm, slips over on a recently-mopped floor, or sustains an injury on your equipment. If you are found liable, employers’ liability is designed to cover the cost of settling the claim, including compensation pay-outs as well as legal fees, should the case go to court.




If you do end up in legal proceedings with a member of staff, you may have to pay the employee a compensation settlement. This amount can consist of their medical fees as well as the income they have lost due to not being able to work, as well as additional damages.




Employers’ liability insurance will cover the compensation pay-out up to the limit of the policy. While the legal minimum for most business is around £5 million, many businesses choose to opt for a higher level of cover, as it can pay for:






	Medical fees

	Legal costs (for both you and the claimant)

	Loss of income

	Any other damages.






Employers’ liability exists to cover you against claims made by anybody within the company. This can include:





	Full-time and part-time employees

	Self-employed contractors you hire

	Temporary staff

	Apprentices and volunteers

	People on work experience placements.






Employers’ liability can cover your business for anybody working in connection with your business or for your business directly. Some policies can protect against claims made by volunteers and self-employed persons who suffer an injury or get sick during their time at your company.




If you have interns or accept students on work experience placements, you must check whether you need to buy additional cover or whether your existing policy can cover them. The same goes for independent contractors and freelancers.




Are there any key exclusions?




There are several eventualities where you may find that you are unable to make a claim on your employers’ liability insurance, such as:





	If you don’t notify your insurer of any claims made against you within a given time limit

	If the claim should have been covered by motor insurance, but you didn’t have a policy in place

	If the act that caused the illness or injury was deliberate

	If the illness or injury happened abroad.






What is the difference between employers’ and public liability insurance?




Both employers’ liability and public liability insurance are products taken out by business owners to protect themselves, their business and their employees if something goes wrong. While these two types of insurance cover very similar claims, the key difference lies in who is making the claim against you or your business.




If somebody inside the company makes the claim, such as an employee, member of staff, an intern or a volunteer, employers’ liability can cover the costs of the claim. You are responsible for their health and safety, and if they sustain an injury or fall sick, you are likely to be found liable if at fault. Employers’ liability covers you for the legal fees and any compensation payouts.





If somebody outside the company makes a claim, this is where public liability insurance steps in. This could be a postal worker who trips up on the steps on the way into your building, or a member of the public visiting your premises and snagging themselves on a loose nail sticking out the doorframe. Public liability insurance is designed to protect you and your business if a member of the public or another third-party makes a claim against your business for accidental injury or property damage.




Similarly, if you or your employees carry out work on other peoples’ premises or in the public sphere, any claims of accidental damage or injury caused by your staff members to members of the public could come under public liability insurance.




While employers’ liability insurance is a legal requirement, public liability insurance is not. However, as the two cover very similar events and circumstances, which can reach thousands or even millions in cost, many advisers highly recommend that business owners take out both forms of cover.




How much does employers’ liability insurance cost?




How much you pay depends on several factors. Firstly, how many employees that you have. Secondly, the type of business that you operate will have a large bearing on the price. If your employees work with lots of dangerous machinery or hazardous substances, you will likely pay a higher premium than for a company based in an office setting.




Another factor affecting cost is whether you purchase employers’ liability insurance as a standalone policy. Many insurance companies offer employers’ liability in conjunction with other types of insurance typically public liability cover.




How much cover do I need?




In the UK, it’s a legal requirement that employers have at least £5 million in employers’ liability cover. This may seem excessive, but the costs can quickly stack up. If an employee sustains a serious permanent injury that prevents them from working, you might be taken to court to pay a huge compensation fee. Not only would you be liable for any medical expenses, a compensation payout which includes the employee’s loss of earnings from their injury, which could reach hundreds of thousands, but you would also have to foot the bill for both yours and their legal fees if you are liable.





Another thing to consider is how long a policy you choose. Employees can still make claims after they have stopped working for your company. If they start to notice symptoms of an illness or injury that they think they contracted while working for you, you may be found liable, even if they submit a claim months later.




How to find an employers’ liability insurance provider




Business owners have several options when they’re looking to employ staff and get the necessary cover. As it’s a legal requirement, most larger insurance providers have some employers’ liability insurance products. Some businesses, particularly start ups and SMEs, may opt for an insurance package which includes employers’ liability insurance together with other useful forms of cover. However, it is possible to find a standalone policy.




Approaching insurers directly




As the most common type of business insurance, almost all business insurance providers offer a range of products which include employers’ liability insurance. Most providers advertise these products on their website, and you can generate an accurate quote for your business by answering a few simple questions online.




If you’re unsure of the level of cover you need, you can phone providers directly to speak to one of their dedicated advisers who can help you find a product tailored to your business and your employees.




Going through an insurance broker




Brokers can be a useful way to access better deals, with both lower prices and a broader range of cover. Although brokers usually take a cut of commission to find you an insurance package through one of their partner insurers, insurers reserve their lowest prices for insurance brokers.




You can therefore more often than not still walk away with a better deal than had you approached a provider directly. Moreover, brokers have extensive industry experience and know a good deal from a bad one. They can help you build a policy tailored to your employees and your business type, and can help you lower your premiums if you’re in a high-risk industry.





Comparison websites




When you first set out to purchase employers’ liability insurance, it can seem overwhelming, particularly if it’s as a result of hiring your first employee. Comparing deals can be challenging when you approach insurers directly, as some offer standalone policies and others offer employers’ liability insurance in a package deal with other forms of cover.




Comparison websites are a helpful way to view the different policies available on the market side by side. Sites can show you a variety of products from a range of providers, allowing you to filter your search results by specific features of cover you would like, or by your price range.




Things to consider when purchasing employers’ liability insurance




Before you buy a policy, make sure you consider the following points.





	Be as honest as you can. Holding anything back from an insurer will only harm you in the long run. If you have withheld information, they may not pay out in the event of a claim. Or worse, it could invalidate your whole policy, leaving you without cover and potentially liable to legal action.

	Thoroughly read your policy. Make sure you are fully aware of what is and isn’t covered by your employers’ liability insurance policy. You need a policy which covers your company’s requirements and the number of employees that you have.

	Mitigate the risks. As an employer, you have a responsibility to make your employees’ working environment as safe as possible. Consider all the risks in your workplace for you, your employees and the general public, and take steps to make it as safe and secure as possible. Comply with all the health and safety and risk management obligations, and make sure that staff receive full training as well as all the information they need to carry out their jobs safely.

	Don’t forget to display your certificate. Once you take out an employers’ liability insurance policy, you will receive a certificate. You must display this certificate so that all of your employees can view it. This may be displayed digitally, but you must be confident that all of your employees understand where it is and how to access it.






Case Study




A small motor trade business in the North East of England has been operating for almost fifteen years. The company has seven employees, until this year there hadn’t been any major health and safety issues during the lifetime of the company. As a result, when the director came to renew their employers’ liability insurance, they considered lowering their level of cover from £10 million down to the legal requirement of £5 million. However, at the last minute, they decided to retain their higher level of cover (business decisions like this can also personally put directors at risk of claims, it’s worth looking into a D&O insurance product if you want extra protection).





Several months later, one of their experienced mechanics, suffered a serious injury on the busines premises when a vehicle lift malfunctioned. The worker sustained critical injuries, leaving them unable to work. Fortunately, the employee survived the incident, but has been left with life-altering injuries.




The court awarded £260,000 for pain, suffering and loss of amenity. Special damages was settled at £310,000, and future loss of earnings totalled over £1 million. As the claimant now needs around-the-clock care, the future care settlement was £3.5 million. Added to the NHS charges, rehabilitation costs, legal fees and other costs, the compensation settlement totalled £6.7 million.




While employers’ liability couldn’t help the employee’s injuries, the business owner’s insurance policy ensured that the employee got the money they needed to fund their life after the injury. The company was fortunate to have retained its higher level of cover, as the remaining £1.7 million would have bankrupted the business. As a result, the business was able to keep going.




Final thoughts & FAQs




Even the most conscientious employers can find themselves liable when things go wrong. While ensuring that the workplace is safe for your employees is your responsibility, it isn’t possible to completely eliminate risk. This is why employers’ liability insurance is so important, not only to cover businesses financially, but to ensure that their employees receive the right protection and care if they sustain an injury or fall ill at work.




Employers’ liability insurance is a legal requirement for most businesses, so you must take out a policy when you take on staff. Many employers get caught out when they employ people in varying capacities, such as contractors or interns. Ensure that your insurance covers all those who work in conjunction with your business so as to protect both your company financially, and the safety of your valued team.




Am I covered for work away from my business premises?




Yes. Employers’ liability extends to claims arising from business activities taking place off site, for example in a customer’s home or in public.





Do I need employers’ liability insurance for my charity?




If you employ paid staff, you must get employers’ liability insurance at your charity. This protects you in the same way that it protects business owners, in the event that somebody injures themselves or falls ill and makes a claim against you. Just as if you were a company, you must display your insurance certificate in a prominent place on your charity’s premises so that all members of staff and volunteers can see it.




Why are employer reference numbers important?




Any business registered with HMRC receives an employer reference number, which is used to identify the employer for tax purposes. It tends to be used for end-of-year PAYE returns, but many employees also need it when applying for tax credits. You usually need to provide your employer reference number when you buy or renew your employers’ liability insurance.




What if I only employ independent (self-employed) contractors?




A contractor is not your employee if they work for themselves. However, whether a person is self-employed or an employee depends on HMRC’s opinion, based on their strict guidelines of what self-employment means. Even if you hire a contract on the belief that you are hiring a contractor, if HMRC views them as an employee then you must have employers’ liability insurance in place.




HMRC defines a self-employed person or contractor as somebody who runs their business for themselves. They have the right to hire someone else to carry out the work for them, and they can decide what work to do and when, as well as where they do it and how they carry out the work.




Their employer also agrees a fixed price for the work, no matter how long it takes to finish. Finally, the contractor can work for more than one client. If you are hiring only contractors, employers’ liability insurance may not apply to you. However, it is essential that you check HMRC’s definition so that you don’t find yourself unexpectedly liable if something happens.




What about maritime employers’ liability?




Maritime employers’ liability insurance is a specialist policy, most commonly taken out in the US, which is designed to provide cover for employees who may be required to operate on or from vessels where their employer does not own or operate the vessel.




Having insurance of this kind is often stipulated in a contract with a sub-contractor. Some providers offering maritime employers’ lability with global reach include Thomas Miller Specialty and Pantaenius.




Do I need to keep copies of out-of-date certificates of employers’ liability insurance?




Since 1st October 2008, employers are no longer required by law to keep copies of out-of-date certificates. However, HSE recommends that employers keep a record of their employers’ liability insurance.




Symptoms of diseases can appear years, or even decades after exposure, and former employees may choose to make a claim against their employer for the time they were exposed to the cause of their illness, even if they no longer work for you. As an employer, if you don’t have the necessary insurance details, you risk being liable to paying the costs yourselves.




Do I need employers’ liability insurance if my employees work abroad?




If any of your employees are usually based in England, Scotland or Wales, then you must have employers’ liability insurance. If your employees are normally based abroad, then you do not need employers’ liability insurance.




However, if this is the case, you should check the requirements of the country in which your employees are based to see if you are legally required to provide any other cover. You will also need to arrange employers’ liability insurance for them if they spend more than 14 days continuously in Great Britain.




What other forms of business insurance do I need?




While its not required by law, many advisers strongly recommend that you get public liability insurance as a business.





Public liability insurance covers you against the same kinds of claims as employers’ liability cover, but for claims made by members of the public or other third parties. Other forms of cover to consider are buildings and contents insurance, business interruption insurance and professional indemnity insurance.

                                
	                            
                                                                    Related topics
Tags: Employers liability insurance

                                                            



                        


                        





					
                     Related Posts

                     
                 

					
                
                 
                
                
                    
                    [image: Insurance man in a black suit holding an umbrella symbolsing the protection business insurance can provide for small companies]





                

                  
                            Business insurance
                        

                
                    
                        A complete guide to business insurance
                    

                

                    
                        When you start a business, there are several types of business insurance available to protect you and your business, some...

                        Published by Editorial team
 27th March 2021



                        Read more

                    


                

            
            

                
				    
				        
				            
				        

				        
				            
				                

				            

				        

				        
				            
				                

				            

				        

				    

				

            

            
                


                
                
            

					
					
				




                    


                

                

    			Advertisement








		
			Advertisement








		



            


        
    




                

            


            


            
        


        
    
        
            
        

        
            
                

            

        

        
            


        

    



    

        
            
    
        
            
                
                    
                        
                                    
			                
                    [image: Entrepreneur Handbook]
                
									            


			        

		

        
			
            
				
                                            
                                            
                                                    


						        


		
			Copyright © 2013 – 2025 Entrepreneur Handbook Ltd. All rights reserved. Registered offices at 20-22 Wenlock Road, London, N1 7GU, UK.



		
                        


                        
                            Sections

	Finance

	Technology

	Marketing

	Human resources

	Insurance




                        


                        
                            	Legal

	Procurement

	eCommerce

	Leadership

	Luxury

	Start a business




                        


                        
                            Information

	Advertise with us

	Privacy policy

	Terms of use

	Contact us




			Copyright © 2013 – 2025 Entrepreneur Handbook Ltd. All rights reserved. Registered offices at 20-22 Wenlock Road, London, N1 7GU, UK.



		
                        

                    

                

            

        


            


        


        
        	
        

    


    

    
    

    
        
    
        
    	Finance

	Technology

	Marketing

	Human resources

	Insurance

	Legal

	Procurement

	eCommerce

	Leadership

	Advertise with us

	Privacy policy

	Terms of use

	Contact us




	Copyright © 2013 - 2025 Entrepreneur Handbook Ltd. All rights reserved. Registered offices at 20-22 Wenlock Road, London, N1 7GU, United Kingdom.


    

    
            


    





















