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What is a Contractor Insurance? Why it is required? Buy Insurance | Get a Quote

Answer: The thumb-rule for insurance is that one requires it for protection against potential damages. IT 
Contractors work in a sensitive environment where there are many risks attached to it. So, as to protect 
you and your clients from any financial loss, an insurance cover is very much required to give you and 
your client, a peace of mind. Nowadays, clients are very much cautious and they emphasise on the use 
of various insurance covers, especially for IT Contractors in the UK. 

Insurance cover also helps you to secure a contract faster than as compared to not having one. 

Let us go through some basic insurance(s): 

Professional indemnity Buy Insurance | Get a Quote

The basic definition of Professional indemnity says, "Professional indemnity insurance (PII) is a form of 
liability insurance that helps protect professional advice- and service-providing individuals and 
companies from bearing the full cost of defending against a negligence claim made by a client, and 
damages awarded in such a civil lawsuit." 

Related Article: What is Professional Indemnity (PI) Insurance

When is it required? 

Examples: 

-If a software product fails to perform properly, it may not cause physical, personal, or advertising 
damages, therefore the general liability policy would not be triggered; it may, however, directly cause 
financial losses which could potentially be attributed to the software developer's misrepresentation of 
the product capabilities. 

-If a custom-designed product fails without causing damage to person or property other than to the 
subject product itself, a product liability policy may cover consequential damages such as losses from 
business interruption, but will generally not cover the cost to redesign, repair or replace the failed 
product itself. Claims for these losses against the manufacturer may be covered by a professional 
liability policy. 

What level of cover is required? Buy Insurance | Get a Quote

This would be mentioned in your contract and is usually decided by your client, which cannot be 
negotiated. Typically, insurers offer insurance cover from £50,000 to £5,000,000. 



Public liability Buy Insurance | Get a Quote

Public Liability Insurance covers any awards of damages given to a member of the public because of an 
injury or damage to their property caused by you or your business. 

In other words, if you or your business injures a third party (that doesn't mean someone who works for 
you, they're covered by Employer's Liability), or their property, PL insurance provides financial 
protection against damages that might be awarded in a lawsuit (and, depending on your policy, legal 
fees etc). 

Related Article: Why Your Business Needs Public Liability Insurance?

Employers’ liability Buy Insurance | Get a Quote

Employers are responsible for the health and safety of their employees while they are at work. Your 
employees may be injured at work or they, or your former employees, may become ill as a result of their 
work while in your employment. They might try to claim compensation from you if they believe you are 
responsible. The Employers’ Liability (Compulsory Insurance) Act 1969 ensures that you have at least a 
minimum level of insurance cover against any such claims. 

Employers’ liability insurance will enable you to meet the cost of compensation for your employees’ 
injuries or illness whether they are caused on or off site. However, any injuries and illness relating to 
motor accidents that occur while your employees are working for you may be covered separately by 
your motor insurance. 

How much insurance cover is required? Buy Insurance | Get a Quote

You must be insured for at least £5 million. However, you should look carefully at your risks and 
liabilities and consider whether you need insurance cover of more than £5 million. In practice, most 
insurers offer cover of at least £10 million. 

If your business is part of a group, a policy for employers’ liability insurance can be taken out for the 
group as a whole. In this case, the group as a whole, including subsidiary companies, must have cover of 
at least £5 million. 

You can have more than one policy for employers’ liability insurance. However, the total value of the 
cover provided by the policies must be at least £5 million. 

You should bear in mind that the £5 million minimum level of cover includes costs, so you may wish to 
purchase cover of more than this. 

Tax and VAT investigation insurance Buy Insurance | Get a Quote

With the advent of IR35 and strict HMRC investigations, many IT Contractors now prefer investing in this 
type of policy to save them from the complications that IR35 brings with it. This policy would typically 



provide protection against IR35 investigations and VAT disuputes with HM Revenue and Customs 
(HMRC). 

This type of insurance cover is often found to be inexpensive and one should go for it, for that extra 
peace of mind! 

Home office/equipment insurance Buy Insurance | Get a Quote

Its not always that an IT Contractor is required to work on a client site, on IT project, you can work from 
anywhere, well almost! This type of insurance protects you from loss or damage to your tools and 
equipment, premises or documents in the event of theft, accidental damage or unexpected events. 

Buy Insurance


