Additional Insureds—when, why, and should we?

An “additional insured” is someone named on another person’s insurance policy, who can share in
defense coverage and other insurance under the policy. Generally speaking, it’s good when others
name YOU as an “Additional Insured” (AI) on their policy (because they’re paying for the insur-
ance and you’re getting some coverage), but bad for you to name others on yours, because you’re
sharing your insurance with someone else.

When you name someone an additional insured on your policy, they are piggybacking on your
insurance; when they name you, you’re piggybacking on theirs.

For example, Ed Electrician (a subcontractor), does electrical work for Bill Builder (the general
contractor). Bill Builder requires Ed to name Bill as an Additional Insured (AI) on Ed’s General
Liability policy. After the project is completed, a fire destroys the building, and the Fire Marshall
determines the fire was caused by Ed’s work. The owner’s insurance company who paid the fire
claim then looks to Bill to recover the money. Bill, as an additional insured on Ed’s policy, gets his
defense and the fire loss paid through Ed’s insurance. He never has to file a claim on his own in-

surance. Good for Bill, but a problem for Ed if defending both Bill and Ed exhausts all the insurance. Ed
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e Business relationship, especially common with
- Project owners & developers, named on policies of general contractors;
- General contractors named on policies of sub-contractors;
- Owners or lessors of real estate named on policies of tenants;

- Vendors named on the policies of manufacturers.

Your reasons to avoid naming others as additional insureds on YOUR policy
® Dilution of your policy limits—you’re sharing your insurance with someone else.

® Unintended coverage provided to someone you might not be getting along with.

® (Coverage / Defense conflicts (insureds suing one another)
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