HR Guidance: Externally Provided Workforce (EPWs)
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Cumberland Council may, in limited circumstances, use third-party providers (employment agencies / consultancies) to engage agency workers, self-employed consultants or contractors. Collectively, these individuals are referred to as the Externally Provided Workforce (EPW). 

This guidance sets out:
· How managers must obtain authorisation before engaging any EPW
· The process to ensure all EPW engagements are compliant with procurement rules, employment legislation and industry regulations and the Council policy.
· The requirement to plan for the exit or transition of EPWs from the point of engagement, in order to minimise cost and ensure service continuity.

A process summary can be found in Appendix A 

EPWs should only be engaged in exceptional circumstances, where there is a strong and evidenced business need. This includes situations, such as:

· Cover for essential or specialist roles that cannot be filled quickly through permanent recruitment.
· Urgent short-term service delivery risks, including risks to statutory service provision or immediate risks to life.
· Specific projects requiring time-limited capacity or expertise. 

EPWs must not be engaged where this would place existing employees at risk of redundancy or undermine the Council’s established workforce.

Governance and Compliance Overview 

· Authorisation: All new EPW requests and any extensions must be approved using the EPW Authorisation Form.
· Exit Strategy: Every EPW engagement must have an exit plan agreed at the outset. Managers must outline how the post will be covered in the long term (e.g. permanent recruitment, redistribution of duties, or project completion). 
· Permanent Recruitment Link: Where the role is a permanent requirement, managers must demonstrate that a recruitment campaign is planned or underway in parallel with the EPW engagement. 
· Use of Council Contract: The Council has procured a compliant EPW contract which must be used in the first instance. The current contracted supplier is Randstad. 
· Off Contract Engagements: Where the council’s contracted supplier cannot provide the talent required, managers can only enter into a contract with another supply agency once they have sought advice from their Resourcing Partner and followed the necessary procurement and legal processes to ensure the contract Cumberland Council is entering in is safe, compliant, value for money and operates in line with the safer recruitment and/ or regulatory requirements associated with the talent being hired.  

Key Principles

· EPWs are a temporary solution, not a substitute for permanent workforce planning. 
· Business cases must demonstrate why an EPW is the only viable option and confirm whether recruitment has been attempted in the last six months. 
· Extensions will only be approved if the exit strategy is on track and evidence is provided of actions taken.
· Funding information, including budget source and cost comparison against a directly employed worker, must be completed in full. 
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All managers must complete an EPW Authorisation Form before seeking to engage an EPW. This ensures that any use of EPWs is controlled and cost-effective. 

Exemptions: This requirement does not apply to Traded Services Roles or frontline roles (for example in care) that require immediate supply cover due to unanticipated short term sickness absence. 

The Business Case should include:

· Detailed role information including:
· Accurate cost estimates for the EPW
· Information regarding the substantive position and comparison costs if the role was filled through normal recruitment channels.
· The anticipated / realistic duration of the EPW contract
· A minimum period of six months is recommended, unless specific circumstances justify a shorter duration.
· Projected mileage usage and expenses costs
· Please note- home to Cumbria Travel and / or accommodation expenses will not be paid. 
· Justification for engagement, setting out the risks of not engaging an EPW. This must include:
· Clearly defined reasons for the EPW need (e.g. project-specific, specialist expertise, urgent short-term capacity) 
· Confirmation of whether a permanent recruitment campaign is underway or has been undertaken within the last six months. 
· Proposed Exit Strategy, outlining the steps that will be taken to end the EPW at the earliest and most appropriate opportunity. This will include:
· Evidence of workforce planning actions and considerations. 
· An indication on whether the substantive role needs to be advertised in parallel with the EPW engagement. 

	Exit Strategy 

The EPW authorisation form requires managers to consider, from the outset, how the engagement can be concluded without extension, or as soon as practically possible. Managers are encouraged to meet with Resourcing Partners to develop this plan, ensuring all practical steps are considered.  

The exit strategy should focus on practical, immediate steps to maintain service delivery as well as exploring medium term actions needed to reduce ongoing or unnecessary reliance on EPWs. 

The Exit Strategy will be specific to challenges faced when recruiting to the role, but may include:

· Internal solutions such as redistributing tasks, upskilling existing staff, or introducing flexible working arrangements.
· External recruitment / candidate attraction approaches informed by the current talent market, competitor offers, and the effectiveness of previous campaigns. Targeted attraction approaches may include advertising, networking, headhunting and rebranding. 
· The consideration of Market Supplements, which should only be considered in line with the Market Supplement process, where recruitment challenges are acute and there is a strong evidence base that our salary offer is not in line with market trends. 
· Clear communication with the engaged EPW regarding objectives and termination conditions.
· Where applicable, proactively managing any absence cases in line with the absence and wellbeing procedures to support a substantive post holder’s return to work. 

Once the exit strategy is in place, the manager and Resourcing Partner should meet at regular intervals to review the progress of the exit strategy actions.

Recruiting to the Substantive Position in Parallel 

The EPW Authorisation form has a dual purpose. It is used to seek authorisation for the EPW engagement, and also, where appropriate, to advertise the substantive position in parallel in support of the EPW exit strategy. For this reason, details of the substantive role must be included in the EPW business case. 

Where recruitment to the substantive post is also approved through this authorisation route, no additional HR01/Vacancy Approval Form will be required.

Authorisation Process

The following process should be covered in all circumstances, except where there is an immediate “risk to life”. 

1. Manager 
· Completes the EPW Authorisation Form, including business case, cost estimates and an exit strategy.
· Recommends whether the substantive role needs to be advertised in parallel with the EPW engagement.
· Sends completed form to Assistant Director.
2.  Assistant Director and / or Directorate Management Team.
· Reviews and approves the request at directorate level. 
3. Vacancy Request Submission
· Once approved by the AD, the request is submitted to
VacancyRequest@cumberland.gov.uk.
· The Recruitment team will then upload this request onto the Vacancy Request Portal

4. HR and Finance Review
· The request is reviewed, once uploaded onto the Vacancy Request Portal via the Recruitment Team, by:
· Finance Business Partner
· Strategic HR Business Partner 
5. Corporate Director Approval
· Following HR and Finance review, final authorisation is provided by the Corporate Director of Corporate and Transformation Services.

If managers require an update on the progress of their authorisation after submitting a request to the Vacancy Request Inbox, they should contact their Strategic HRBP.

Authorisation Outcomes

Once the authorisation process has concluded, the possible outcomes are:

· Approval not granted
· EPW approval and approval to recruit to the substantive post granted
· EPW approval (only) granted
· EPW approval not granted, but approval to recruit to the substantive post granted

The manager will be contacted by the Recruitment Administration team to inform them of the outcome and the next steps needed to progress the engagement, if granted. 

They will also provide the manager with an Approval Reference Number that should be used when administering the appointment of the EPW.   

Risk to Life

In exceptional circumstances, an EPW may need to be engaged urgently where there is an immediate and genuine risk to the life of a service user.

In such cases, managers must:
· Contact their Strategic HR Business Partner immediately to ensure the request is considered at pace,
· Secure interim authorisation from the Service’s Assistant Director via email, copying in both the Strategic HRBP and Finance Partner in their email request. 
· Complete a full EPW business case and submit this to VacancyRequest@cumberland.gov.uk within 7 calendar days of the appointment.

In these limited and exceptional circumstances, an EPW can be engaged for an initial period of 1 month before the full EPW business case has been reviewed and approved through the standard authorisation process. 
A one-month engagement allows immediate “risk to life” concerns to be addressed while providing sufficient time to assess and approve any longer-term resourcing needs through the normal authorisation process.
If approved, the EPW can be extended for the full period authorised. If the request has been rejected, steps must be taken to end the EPW arrangement. 
Once approval is granted, managers must follow the established EPW engagement procedures and contact our contracted supplier (Randstad) to obtain the required resource. Managers should also ensure that daily rates and catalogue prices are consistent with the nature of the work and avoid overpayment due to urgency.
This interim process may only be used in Risk to Life situations; no other circumstances qualify.     
Workforce Planning and Long-Term Sustainability

In parallel, HR Business Partners and Resourcing Partners will review the broader workforce context, including succession planning, demographics, service demands, and retention trends. Discussions may explore early-career pathways, skills reorganisation, service design, role flexibility, employee offer and strategies to attract a wider talent pool. Managers may be asked to provide input or participate in these discussions to ensure that long-term, sustainable workforce solutions are developed alongside short-term EPW arrangements.
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Contact the Preferred Supplier

Following confirmation that the request has been authorised, managers must seek to fill the resourcing need. EPW sourcing must be undertaken in compliance with the Council’s procurement processes.  The Council currently has a contract with Randstad who are the contracted to provide EPWs.

· In all circumstances where the substantive grade of the role is Grade 1 to 18, the manager is required to firstly contact Randstad on the phone number below. 


	Roles
	Provider
	Telephone

	All Roles
	Randstad
	0191 211 1382



Assessing the EPW’s Suitability 

To engage a suitable EPW, managers should:
· Provide Randstad with as much detail as possible regarding the resourcing need, including any equivalent post specification that can be accessed via the Post Specification site here. 
· Receive suitable CVs and references from Randstad based on the information provided to them. 
· Review the CVs and references and respond to Randstad with feedback within 24 hours. 
· Arrange, via Randstad, to interview candidates as required. 
· Confirm to Randstad who they would like to engage as an EPW
· Provide feedback to Randstad on all candidates. 

Engaging the EPW 

The manager must ensure that the individual is correctly set up for payment, has the appropriate tax and NI (IR35) assessment, and that the council is charged accurately.

Once the preferred EPW is confirmed with Randstad, they will liaise directly with the individual regarding start dates and will share key details with the hiring manager to meet all safer recruitment, legal, and procurement/invoicing requirements. 

· [bookmark: Risktolife][bookmark: Onboardinginformation]Managers must obtain the following onboarding Information from Randstad:

· Full name of the EPW
· Confirmation of Right to Work in the UK, National Insurance number, and date of birth
· Copies of employment references in the required format
· DBS information (where applicable)
· Professional registration details (e.g., Social Work England registration)
· Preferred Supplier Catalogue Code 
· Hourly rate and total charge to Cumberland Council
· Any other required information relating to safer recruitment and/or DfE compliance

Additional Onboarding Information for EPW Children Social Workers 

In circumstances where the manager is hiring a Children’s Services Social Worker, regard must be given to the DFE’s Child and Family Social Workers: Agency Rules. Full guidance can be found in Appendix 2 below. 

If a manager is hiring an EPW Children’s Social Worker up to Team Manager level, they must also receive from the agency: 
· A minimum of two satisfactory practice references completed under the DFE reference template (other references are not acceptable)
· Confirmation the individual has a minimum of three years post-qualifying experience within an English local authority’s child and family services.
· Confirmation the individual has a 3 month gap between being an employed social worker and an agency social worker within our region (having regard to the exceptions outlined in the guidance)
· Confirmation the individual will be paid in line with the agreed regional pay rates for Cumberland Council, in line with their job category. 

IR35 Assessment 

Engaging mangers are required to assess whether the IR35 intermediaries Tax legislation applies to each EPW engagement. The outcome of this assessment affects how the EPW’s tax and National Insurance contributions are collected and sent to HMRC.
· [bookmark: _Hlk214438756]Managers should undertake the IR35 assessment by using the HRMC tool found here: https://www.gov.uk/guidance/check-employment-status-for-tax

Please note: failure to comply can result in substantial fines from HMRC. 

Once the IR35 assessment is complete, managers must:
· Save a copy of the IR35 assessment.
· Raise a ticket on the Service Now Recruitment Portal, providing all the relevant information. This includes:

· The approved EPW business case reference number.  
· The onboarding information obtained from Randstad
· A copy of any references / statutory evidence received from Randstad
· A copy of the IR35 assessment IR35 details
· The recruitment administration team will review the information and:
· Onboard the EPW onto Itrent and advise the manager of the personnel number, allowing them to proceed with requesting ICT and an ID badge. 
· Raise a Purchase Order with the relevant authorisation details, allowing the EPWs invoices to be processed in line with the authorised spend/ conditions. 
· This process is possible within 7 days of the EPW being set up on Itrent due to the integration between Itrent and E5
· Send a letter to the EPW via Randstad confirming the outcomes of the IR35 assessment
· Individuals have the right to appeal the IR35 assessment decision. If they wish to do this then they should write to the Assistant Director, HR/OD.

Exceptions / going “off contract”

If the council’s contracted supplier cannot provide the required talent, managers may only engage another supply agency following the completion of all necessary procurement and legal processes. This ensures that any contract entered into by Cumberland Council is safe, compliant, offers value for money, and meets safer recruitment and/or any regulatory requirements associated with the role.

Therefore, if Randstad is unable to meet the resourcing need and a manager believes they must source a candidate “off contract”, they must only do so under the advice of Procurement and Human Resources. Please note that going off-contract compliantly will add additional time to the process and will often result in higher costs which may require further approval. 
· Where required, managers should contact their Resourcing Partner immediately to commence the Off Contract process.

Managers should not initiate any discussions with external agencies until this advice has been obtained and all options through Randstad have been fully explored and exhausted. Randstad works with a number of second-tier suppliers who can support sourcing if suitable candidates cannot be found directly. Managers must not contact these second-tier suppliers directly — all engagement must go through Randstad.
Where a procurement process is not being followed and engagement are made “off contract” the Council is vulnerable to challenge and/or fines (can be £20,000 plus).

Randstad’s contract specifically covers grades from 1 to 18 and does not explicitly cover the following roles: 
· Assistant Directors / Directors, 
· Grade 19 + and/ or
· self-employed consultants or
· professionally specialist roles

However, it is strongly recommended that Randstad is contacted in the first instance to determine whether they have suitable talent available. This is typically the fastest and most efficient route to sourcing candidates.

Please note that if any required information is missing or the correct process has not been followed, the Recruitment Administration Team will be unable to set up the EPW and will escalate the issue to the Strategic HRBP and/or the Assistant Director of HROD as appropriate.
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Managers must:-
· induct the EPW into the workplace using the induction toolkit in the same way as an employee
· ensure the EPW completes the Information Security training (ideally this should be completed in advance of the person starting but must be done in the first week)
· ensure the EPW is made aware of key council policies and procedures and arrangements to notify managers when on holidays or off sick. Timesheets should not be authorised for payment when off sick or on holiday (the agency pays this).
· manage the day to day work of the EPW. Monitor performance and inform the provider of any issues.
· Check and authorise the EPW’s timesheets and send to the agency (Randstad Electronic Portal) –. Please ensure that during periods of absence, authorisation is delegated to the next appropriate manager.
· Ensure E-proc matches invoices against a valid purchase order. For Randstad all invoices are auto-receipted and any anomalies will be highlighted to the manager for clarification / approval. Invoices for ‘off contract’ suppliers will be sent to hiring managers to authorise.

Agency Worker Regulations (AWR2010) 

Agency Worker Regulations (AWR2010) provide statutory protection for agency workers which are similar in some respects to those applying to an employee. Randstad will monitor these elements and ensure appropriate application. For other engagements the manager is responsible for ensuring these provisions are applied.

The key elements applicable to the Council are: -

· From day 1- they are entitled to see and apply for internally advertised roles.
· After 12 weeks with the Council they are entitled to : -
· Annual leave (this should be included in the hourly rate)
· Paid time off for ante-natal appointments
· car allowance (if applicable)
· sessional allowances (if applicable)

A breach of these Regulations could lead to a fine of £5,000.

Timesheets and Invoices

The manager must authorise the workers timesheet and/or mileage on a weekly basis. Mileage must be in accordance with the council mileage policy, within the parameters of the amounts that have been authorised and including the deduction of home to work mileage.
· For Randstad this will be done electronically through their portal.
· For other providers the manager must send the timesheet to the provider.

Randstad invoice the Council weekly. If this matches a valid Purchase order the invoice will be paid and show in Budget Manager.

Termination of the engagement

During the engagement the manager should regularly review the need for the engagement in line with the exit strategy.  If circumstances change and the need for the engagement ceases prior to its official end, the manager should follow the termination process below. If an extension is required then the manager should obtain approval through a new business case via the original authorisation process.

· For any performance issues, please approach EPWs informally in the first instance. Should the performance matters not improve or resolve, then further / more formal action may need to be taken. This could include ending the assignment.
· For instances of gross misconduct formal action may need to be taken. This could include ending the assignment immediately.

All terminations should be confirmed to the Recruitment Administration team through the HR admin portal. 

When terminating, managers should:

· Inform the agency worker, having regard to any contracted notice periods agreed with the agency and / or in line with any statutory regulations such as the DFE guidance on Childrens Social workers.
· complete an external worker leaver request form on the HR Admin team Portal
· inform the agency.

The HR Admin team will then make the necessary changes to iTrent, which will initiate a process to close the purchase order once the last invoice has been received.

For Children and Family Social Worker EPWs, up to Team Manager level:

· A minimum of 4 weeks notice must be provided, except in exceptional circumstances. Managers should seek advice as appropriate. 
· A practice reference, under the DFE template, should be completed during the notice period. Please see Appendix 2.

Note: Where an agency worker is filling a role that can be undertaken by a Council employee whose role is at risk, the contract with the EPW worker must be terminated to allow the employee to take up the role.

Engaging Self-Employed Contractors as EPWs

Self-employed consultants may be engaged as EPWs in limited circumstances, typically where specialist professional expertise is required and where this offers better value for money or cannot be met in any other way. These consultants generally provide advisory services rather than operational delivery and do not hold line-management responsibilities. They invoice the Council directly for their services.

The Procurement Team and your Resourcing Partner must be consulted at the planning stage. Self-employed consultants are engaged under a contract for services and must complete the standard onboarding checks, including an IR35 assessment. They are required to provide their own insurance and services (see Appendix 3). 

If IR35 applies and the individual operates through a personal service company, invoices must be submitted to Payroll so the Council can deduct and remit tax and NI contributions to HMRC. The remaining balance will then be paid through Accounts Payable in the usual way. The individual must provide official confirmation of their tax code and National Insurance number.

If IR35 does not apply, the individual is responsible for paying their own tax and NI contributions.

All engagements must also undergo VR/CR screening to ensure that former employees who left under voluntary or compulsory redundancy within the specified periods are not re-engaged.

Where a self-employed engagement takes place, the HR Administration Team will issue the contract for services directly. 
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Externally Provided Workforce (EPW) – Process Summary- Normal Route

Business Case Authorisation
1. Manager
· Completes EPW Authorisation Form (business case, costs, exit plan)
· Recommends whether to advertise the substantive post
· Sends to Assistant Director (AD)
2. Assistant Director / DMT
· Reviews and approves at directorate level
3. Vacancy Request Submission (either by Manager or AD PA)
· Approved form sent to VacancyRequest@cumberland.gov.uk
· Recruitment team uploads to Vacancy Request Portal
4. HR and Finance Review
· Reviewed by:
· Finance Business Partner
· Strategic HR Business Partner
5. Corporate Director, Corporate and Transformation Services
· Final authorisation provided by the Corporate Director for Corporate & Transformation Services
Possible Outcomes
· Approval not granted
· EPW approved + substantive recruitment approved
· EPW approved only
· EPW not approved + substantive recruitment approved

6. Recruitment Administration Team
· Confirm the outcome to the manager, provide an Approval Reference Number and details of the next steps. 
· Where the substantive post is to be advertised in parallel, your Resourcing Partner will contact the manager to progress the recruitment as part of the exit strategy.
Sourcing the EPW
7. Manager
· Initial Contact
· Contacts Randstad for all roles graded 1–18: Randstad: 0191 211 1382
· If Randstad cannot supply:
· Managers must consult Procurement and HR before contacting any other agency
· Off-contract engagements must follow full procurement and legal processes
· Managers must not contact second-tier suppliers directly
· Non-compliant off-contract engagements may result in fines (circa £20,000)
Although Randstad does not explicitly cover:
· ADs / Directors
· Grade 19+
· Self-employed consultants
· Specialist professional roles
Managers are still expected to consult Randstad first.
· Assessing the candidates 
· Manager’s must:
· Provide Randstad with detailed post information (via Post Specification site)
· Review CVs and provide prompt feedback
· Arrange interviews via Randstad
· Confirm preferred candidate
· Provide feedback for all candidates
8. Randstad / Agency
· Liaise with the individual and provide the manager with the following onboarding information / documents:
· Full name, Right to Work, NI number and DOB
· References (applicable format)
· DBS (if applicable)
· Professional registration (e.g. SWE)
· Catalogue code, hourly rate and total charge
· Any safer recruitment or regulatory compliance information
For Children and Family Social Workers up to Team Manager level, agencies must provide:
· Two DfE-template practice references (this format must be adhered to)
· Confirmation of minimum three years post-qualifying local authority experience
· Confirmation of required 3-month gap between employment and agency work (unless exception applies)
· Confirmation of compliance with regional pay rates
9. Managers
· Complete an IR35 assessment using the HMRC tool. https://www.gov.uk/guidance/check-employment-status-for-tax
· Save a copy of the IR35 outcome
· Raise a ticket via the ServiceNow Recruitment Portal, providing:
· EPW approval reference
· Onboarding information from Randstad
· References/statutory evidence
· IR35 assessment
10. Recruitment Administration will:
· Set the EPW up on iTrent
· Raise a Purchase Order 
· Issue the IR35 determination to the worker (via Randstad)
Individuals may appeal the IR35 outcome to the Assistant Director HR/OD.
If required information is missing or the process has not been followed, the EPW cannot be set up and the issue will be escalated to the Strategic HRBP and/or Assistant Director of HROD.
During the Engagement
11. Manager:
· Undertakes induction using the induction toolkit
· Ensures completion of Information Security training (before or during week one)
· Ensures awareness of policies, procedures, sickness and leave processes (no payment for absence or holiday)
· Manages day-to-day performance and address issues with the provider
· Approves timesheets (Randstad via portal) and ensure cover during absence
· Matches invoices to valid Purchase Orders; Randstad invoices auto-receipt
Termination of the Engagement 
Managers must regularly review the need for the EPW in line with the exit strategy.
If the need ceases or issues arise:
· Address performance informally with the EPW; escalate if required
· Gross misconduct may result in immediate termination
· Submit termination via the HR Admin Portal
· Inform the EPW and adhere to notice periods or statutory guidance
· Notify the agency
HR Admin will update iTrent and close the Purchase Order once final invoices are paid.
If a Council employee at risk can perform the role, the EPW assignment must end.
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Guidance introduced by the Department for Education, on 31st October 2024, sets out additional responsibilities for Local Authorities when engaging Agency Social Workers for Children and Family Wellbeing. The guidance applies to Children’s Social Workers engaged as EPWs or within care packaged models up to Team Manager level.

The full guidance can be accessed here: Children and Family Social Worker Agency Rules

The following applies:

Referencing

A minimum of two practice references under the DFE template are required before offering an assignment to an agency worker. The reference template should also be completed by the manager during the agency social worker’s notice period.

Notice Periods

Agency child and family social workers will be subject to a minimum of a four-week notice period. Exceptional exemptions do apply, for example, in the case of gross misconduct and advice should be sought by your HRBP in these circumstances. 

Pay

A regionally agreed price cap applies to new engagements and hourly rates cannot surpass these amounts. 

Jobs are categorised under the following core job types and the pay caps are outlined below: 

	Core Job Type
	Hourly Pay Cap

	Social Worker
	£45

	Senior Social Worker
	£45

	Advanced Practitioner 
	£46

	Team Manager
	£52

	Independent Reviewing Officer (IRO)
	£46




Post-Qualifying Experience

Child and family social workers can only be engaged as EPWs if they possess a minimum of three years of post-qualifying experience within an English local authority’s child and family services.

Gap between employment and agency work

A minimum three-month interval is required before engaging agency social workers who have recently left a sustnative employed position in a similar role within the local authority or within the region. 

There may be circumstances where a cool-off period is not applicable, including where a social worker: 

• is moving to a permanent role
• has been made redundant from a permanent role
• is seeking an agency assignment in a different region from their previous employment
• has left a permanent role during their probationary period

Data Collection

Quarterly data will be submitted to the Department for Education detailing EPW information relating to the specifics of agency child and family social workers, including those engaged through project teams or bundled service models.


Project Teams

All contracts involving agency child and family social workers through project teams or packaged models will require: 
· Prior approval of each social worker by Cumberland Council.
· A detailed breakdown of costs and a clear payment schedule.
· Adherence to regional price caps for each social worker's hourly rate.
· Governance structures that ensure our company maintains oversight and control of social work practices within these arrangements.
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LIABILITY INSURANCE APPLICABLE TO CONTRACTORS SUPPLYING SERVICES/WORKS TO CUMBERLAND COUNCIL


TYPES OF LIABILITY INSURANCE
When individuals, partnerships, companies and other organisations are being appointed to undertake work on behalf of Cumberland Council then it is important to ensure that the contractor / service provider in question has its own liability insurance in force at the right level.

A contractor / service provider with liability insurance in force gives the Council an avenue to claim compensation from their insurer if they were negligent in some way (usually where someone is accidentally injured or property has been damaged). 

Liability insurance takes many forms. The main types are:

· Public Liability Insurance
· Employer’s Liability Insurance
· Products Liability Insurance
· Professional Negligence (also known as Professional Indemnity Insurance)
· Motor Liability Insurance (arising from use of vehicles on the public road) 

For more information about the first four forms of insurance, please see below – Common Types of Liability Insurance

The nature of the work/service to be undertaken will determine which types of liability insurance are required.


INDEMNITY LIMITS
Under each of the above types of liability insurance cover is usually restricted by a limit (often referred to as the limit of liability or limit of indemnity). This limit of liability/indemnity is the maximum amount that the insurance will cover. 

This limit can be expressed either as the limit per event or the limit in aggregate, depending on the terms of the cover.

E.g.1: Employer’s Liability insurance with limit of indemnity of £10 million per event will pay up to this amount per claim regardless of how many claims occur in the period of insurance.

E.g.2: Products Liability insurance with an aggregate limit of indemnity of £5 million limit will pay 
no more than this amount for a claim or series of claims during the period of insurance.

The following indemnity limits are recommended minimums that should be requested however higher limits should be considered depending upon the nature of the work, regardless of the contract price. 

LOW VALUE ADMINISTRATIVE CONTRACTS LESS THAN £100,000 IN VALUE
If the contract is of a low value and is entirely of an administrative nature lower limits could be accepted as follows:

Public Liability Insurance:	£2 million per event with no aggregate limit
Employer’s Liability Insurance:	£5 million per event.

NON ADMINISTRATIVE CONTRACTS OR CONTRACTS OVER £ 100,000 IN VALUE
The generally recommended minimum indemnity limits are as follows:

Public Liability Insurance:	£5 million per event - no aggregate limit.
Employer’s Liability Insurance:	£10 million per event. 
Products Liability Insurance*:		£5 million per event and in aggregate.

*if appropriate to the nature of the contract


CONTRACTS INVOLVING WORK OF A HAZARDOUS NATURE
If work of a hazardous nature is being undertaken then higher limits for Public Liability insurance should be considered, regardless of the contract value, as follows: 

Public Liability Insurance: 	£10 million per event - no aggregate limit.

Examples of hazardous work include where hot work is involved, electrical or mechanical work, pile driving, removing or weakening of support, ground reclamation, underground services or demolition, work on bridges etc.

Eg: A contractor with Public Liability insurance with a limit of indemnity of £2 million accidentally sets fire to a building using a blow torch where the building is worth £5 million clearly isn’t in the Council’s interest!


MOTOR VEHICLES INDEMNITY LIMITS
Where a company is using motor vehicles to carry out the service the following limits should be requested:

Bodily injury to third parties:	Unlimited
Third party property damage:	£5 million. 


PROFESSIONAL INDEMNITY INSURANCE WHERE APPROPRIATE AND SETTING INDEMNITY LIMITS
As stated below, Professional Indemnity insurance would only be required if the company was providing professional advice, design or specification as part of its services to Cumberland Council where errors or omission could lead to losses to the Cumberland Council.

In setting a limit of indemnity managers should undertake a basic risk assessment in each case, asking what could go wrong should the company fail to meet their professional obligations and then build an insurance requirement around the potential outcome.  

Whilst doing this it should be kept in mind that the Council is relying on the professional competence of the company to deliver agreed services:

· if they fail to deliver, either completely or in part, the Council would incur financial loss in making alternative arrangements and/or re-letting the contract. PI cover therefore, provides a degree of comfort against 'mismanagement' by the service provider.

· there are also specific operational risks where negligent acts, errors or omissions on the service provider's part could give rise to civil liability claims which do not involve third party bodily injury or property damage e.g. failure to identify, incorrect or inadequate assessments, providing erroneous advice etc.

The limit of indemnity under Professional Indemnity insurance is usually expressed as an aggregate limit in each period of insurance.

DURATION OF PROFESSIONAL INDEMNITY INSURANCE
Due to the way claims are met under the insurance. The Professional Indemnity insurance should be maintained for a set period after the completion of the contract and this condition needs to be built into the contract.


Construction Services
For contracts associated construction (e.g. architect, building surveyors, etc) the contract should stipulate that the insurance cover should be renewed for 12 years after completion of the service.

Non-construction Services
For non-construction services the contract should stipulate that the insurance cover should be renewed for 6 years after completion of the service.

OTHER FACTORS TO CONSIDER
Indemnity limits should be based on the potential risk and not the value of the contract. A relatively small contract could potentially result in a large loss.

An indemnity needs to be provided to the Council either specifically or via a general Indemnity to Principals’ clause in the policy document.

Some contractors insurance may have large deductible (excess) and consideration has to be given to how claims under the deductible will be funded. Is the contractor able to afford to finance claims below the deductible?

Care needs to be taken to ensure that contractor’s insurance policy applies to the full range of services being delivered to the Council and that there no exclusion clauses or other policy conditions or restrictions which could render cover inoperative.

Please refer to the Council’s Insurance officer in the event of doubt. 
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Employers Liability (EL) Insurance
This type of insurance indemnifies a company against compensation claims from its own employees who are injured during the course of their employment with the company.

E.g. An employee injures their back whilst lifting heavy items at work.

This insurance is compulsory by law, under the Employers Liability Compulsory Insurance Act, to any business which employs staff however there are a few exemptions.


Public Liability (PL) Insurance
This type of insurance indemnifies the policyholder against compensation claims from members of the public (or other third parties) who are accidentally injured or whose property is accidentally damaged from their activities 

E.g.1 - A visitor slips and injures themselves on a wet floor which was in the process of being cleaned by contractors.

E.g.2. - A painter/decorator contractor accidentally sets fire to a client’s premises whilst using a blow torch.


Products Liability Insurance
This type of insurance indemnifies the policyholder against compensation claims from anyone who is injured from a product that they have manufactured, distributed, supplied or sold.

E.g. A retailer sells a defective ladder that someone uses and is injured as a result of the defect. 

This type of insurance is sometimes included within Public Liability insurance.


Professional Negligence Insurance (also know as Professional Indemnity Insurance)
This form of insurance indemnifies the policyholder against compensation claims from third parties (individuals, companies, etc.) who have incurred some form of financial loss as a result of acting upon an error or omission in advice, design or specification that they have provided.

E.g. An error in plans drawn up by an architect which lead to a defect in a building that costs additional expenditure in order to rectify.

All contractors will say they provide a professional service, however, not all will be expected to have Professional Negligence Insurance. Generally, only entities that provide advice, design or specification for a fee such as Architects, Surveyors, Consultants, etc. would require this type of insurance.
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