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Additional Insured Endorsements

What is an Additional Insured Endorsement?
An additional insured endorsement is an amendment to one party’s insurance policy which adds
another party (also called the “additional insured”) as an insured under the policy.

Important Differences from Contractual Indemnity Obligations

Like contractual indemnity clauses, additional insured endorsements can serve to protect the recipient from
claims made against the recipient. From a legal perspective, however, additional insured endorsements are an
entirely separate and different obligation. Here is an overview of some of the differences:

« Additional insured endorsements are enforceable against the insurance company itself, not the party you
contracted with. This can be critical if the party you contracted with goes out of business, or simply does
not have the assets to provide the indemnification called for in your contract.

e Additional insured coverage is determined by the language of the endorsement, not the language of your
contract.

¢ Additional insured coverage is subject to the limits of the insurance policy.

« Additional insured endorsements can often give rise to an insurance company’s obligation to immediately
provide you with an attorney to defend against any claim potentially covered under the endorsement.

¢ In most jurisdictions, the legal rules used for interpreting language in insurance documents are different
from the rules used to interpret contractual indemnity language.

In sum, it is fair to say that while additional insured endorsements and contractual indemnity clauses can cover
some (but not all) of the same ground, they are wholly separate obligations provided by entirely different parties.
Hence, they are both critical aspects of any risk management strategy.

How do | Become an Additional Insured on Someone Else’s Insurance Policy?
Usually, this is something that should be spelled out in your contract. This is important for several reasons:
e It provides a record of the other party’s obligation, and thus serves as a basis for seeking recovery if the
party fails to provide the required endorsement and this results in financial damage.
» Often a policyholder’s insurance policy will automatically include parties as additional insureds where the
policyholder’s contract requires this (such endorsements are referred to as “blanket” additional insured
endorsements).

Does the Additional Insured Endorsement Eliminate My Need to Carry Insurance?
No! An additional insured endorsement is not equivalent to your own general liability policy. There are several
reasons why this is the case:
» Additional insured coverage usually only covers claims arising from the work or activities of the original
policyholder.
» Additional insured coverage is usually limited to the work or location described in the endorsement.
» Additional insureds are rarely provided with a complete copy of the insurance policy, and thus you may
not be aware of any other important limitations which may exist in the policy.

In sum, having an additional insured endorsement provides you with a further layer of protection, but is a poor
substitute for having your own insurance policy.

When Obtaining Additional Insured Coverage from another Party
Ensure Correct Party(s) Named As Additional Insured: Make sure that the correct party(s) are named
as additional insured in the endorsement. This is usually the party listed in your contract.
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Require “Primary” Language: When an endorsement states that it is “primary”, it means that it will pay a claim
before your own policy pays. This helps preserve the availability of your own insurance.

Coverage for Claims Made Both During and After the Work: Some claims arise while the contract work is
ongoing (such as a jobsite personal injury claim), and others only afterwards (such as an asbestos exposure-
related claim). Ideally, coverage under the additional insured endorsement should extend to both types of claims.

Coverage for Your Acts: Attempt to obtain language that provides coverage for damage caused by your own
acts, rather than just for the acts of the party providing the endorsement.

When Providing Additional Insured Coverage to another Party
Ensure Required Coverage is Available: Before agreeing to provide another party with an additional insured
endorsement, check with your insurance company to confirm the cost and availability of the required coverage.

Consider Carefully the Individuals or Entities to be Named as Additional Insureds: Some endorsements
cover not only the party you are contracting with, but other open-ended categories of entities (i.e. “property
owners”, “related entities”, etc.) for whom you did not intend to provide coverage.

Identify the Policy Limits to be Provided: Ensure that your contract specifically identifies the dollar amount of
insurance to be provided. This should be expressed as a specific dollar figure of coverage. This will ensure that
the additional insured will not necessarily be given access to all of your insurance.

These are general recommendations only. Since the rules regarding insurance can vary from jurisdiction to
jurisdiction, we recommend you consult with a local attorney to ensure your additional insured strategy is
consistent with the applicable laws in your state.
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BRISBOIS.

The information, suggestions and recommendations contained herein are for general informational purposes only. This information has been compiled from
sources believed to be reliable. Risk Consulting Services do not address every possible loss potential, law, rule, regulation, practice or procedure. No warranty,
guarantee, or representation, either expressed or implied, is made as to the correctness or sufficiency of any such service. Reliance upon, or compliance with,
any report in no way guarantees any result, including without limitation the fulfillment of your obligations under your insurance policy or as may otherwise be
required by any laws, rules or regulations. No responsibility is assumed for the discovery and/or elimination of any hazards that could cause accidents, injury or
damage. The information contained herein should not be construed as financial, accounting, tax or legal advice and does not create an attorney-client
relationship.

American International Group, Inc. (AIG) is a leading global insurance organization. Founded in 1919, today AIG member companies provide a wide range of
property casualty insurance, life insurance, retirement products, and other financial services to customers in more than 80 countries and jurisdictions. These
diverse offerings include products and services that help businesses and individuals protect their assets, manage risks and provide for retirement security. AIG
common stock is listed on the New York Stock Exchange and the Tokyo Stock Exchange.

Additional information about AIG can be found at www.aig.com | YouTube: www.youtube.com/aig | Twitter: @AIGInsurance | LinkedIn:
http://www.linkedin.com/company/aig

AIG is the marketing name for the worldwide property-casualty, life and retirement, and general insurance operations of American International Group, Inc. For
additional information, please visit our website at www.aig.com. All products and services are written or provided by subsidiaries or affiliates of American
International Group, Inc. Products or services may not be available in all countries, and coverage is subject to actual policy language. Non-insurance products and
services may be provided by independent third parties. Certain property-casualty coverages may be provided by a surplus lines insurer. Surplus lines insurers do
not generally participate in state guaranty funds, and insureds are therefore not protected by such funds.

© 2018 Lewis Brisbois Bisgaard & Smith LLP. All rights reserved.
213.250.1800 ¢ LewisBrisbois.com
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