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5 Risks of Hiring an Uninsured Contractor
Project owners or general contractors must carefully vet 
contractors to ensure jobsite safety and financial security. A 
critical factor in this selection process is verifying that 
contractors carry adequate insurance. Hiring uninsured 
contractors can expose a project to significant risks, including 
safety hazards, liability issues and potential financial losses. 

The following are five risks associated with hiring uninsured 
contractors, emphasizing the necessity of selecting those who 
are adequately insured:

1. Legal Noncompliance and Penalties
Hiring uninsured contractors can violate laws and regulations 
that require specific insurance coverage on jobsites. Project 
owners or general contractors could face legal consequences, 
including fines and penalties, for failing to comply with these 
requirements. Ensuring all contractors are properly insured 
helps mitigate the risk of legal noncompliance and the 
associated financial repercussions. 

2. Liability for Workplace Injuries
If an uninsured contractor or their employee is injured, the 
project owner or general contractor might be responsible for 
covering the medical expenses and lost wages. In many states, 
workers’ compensation laws stipulate that the responsibility 
extends to the hiring entity if the contractor is uninsured. 

3. Financial Responsibility for Property Damage
If an uninsured contractor damages property on a jobsite, the 
project owner or general contractor would likely have to bear 
the financial burden for the property damage. Therefore, it’s 
important that contractors have general liability insurance to 

cover these expenses.

4. Third-party Liability for Personal Injury
Project owners and general contractors may face significant 
legal and financial risks if an uninsured contractor causes 
injury to a third party, such as a site visitor or a bystander. 
Without the contractor’s liability insurance to cover medical 
expenses, legal fees or potential settlements, the 
responsibility could fall on the hiring party.

5. Compromised Safety Standards
Hiring uninsured contractors can increase the risk of 
noncompliance with safety standards. Uninsured contractors 
may lack the resources or commitment to adhere to industry 
best practices, leading to unsafe working conditions, higher 
accident rates and potential violations of OSHA guidelines. 
Ensuring that contractors are properly insured is key to 
maintaining high standards of jobsite safety. 



Conclusion
Hiring uninsured contractors exposes project owners and 
general contractors to various risks. Hiring contractors who 
carry adequate insurance coverage is essential. This practice 
helps reduce potential liabilities and fosters a safer and more 
financially secure jobsite. 

For more risk management guidance, contact us today. 


