Things to consider when hiring subcontractors

Do I have to provide workers’ compensation coverage to any subcontract I hire?  
Yes, any subcontractor and all of his employees will be covered under your policy.

 OK, so I pay for his coverage and take it out of his pay.  What’s the big deal?  That’s true, but that’s not where your exposure lies.  Suppose one of his employees gets hurt on the job.  The accident is charged against your policy and can elevate your premiums for a three-year period.  That’s money you can’t recoup.

Three years, why three year?  That’s the way your experience mod works.  Any claim on your policy will affect your mod for a period of three years.

What is this experience mod?  Your experience mod is just what is says, it’s your past experience or claims history.  If your experience mod is low, then you pay less premium, if it is high then you pay more for your insurance.

I have never had workers’ compensation insurance before; do I still have an experience mod?  Yes, everyone starts without an experience mod.  The premium has to average $4,500 or more for three years to quality.  It will be based on the industry average for your type of work.  Each year it will be recalculated, and based on your number of claims and the severity of those claims, it will either go up or down.  Above 1.00 and your premiums will increase; below 1.00 and they will decrease.

So, if I hire a subcontractor and he has hired some near-do-well that has two left feet or even worse, claims he has hurt his back on my job, then I am stuck?  Now you are getting the picture.  As far as BCAM is concerned that subcontractor is the same as your employee, but you don’t have any control over whom he hires.  All he’s looking for is cheap labor, with you carrying all the risk.

So I’m better off not hiring un-insured subcontractors, or it I do I should treat them like they are my employees, making sure they follow all safety rules and know the people they hire?  That’s right.  And if you hire INSURED subcontractors, watch them too because more likely they are insured through BCAM and any accidents that they have will affect your overall premiums.

