State: California
Date: March 26, 2004
Form:		CLTA Form 127.1
		ALTA Form 15.1
Subject:	Nonimputation – Additional Insured

Requirements for Issuance:
Approval to issue this endorsement must be obtained from Counsel or Regional Underwriting personnel.
The party or parties whose knowledge will not be imputed must execute and submit affidavits. Sample affidavits for partners, corporate officers and members of limited liability companies are attached. These affidavits may need to be modified to fit the facts of a particular transaction.
	Financial statements from the party or parties whose knowledge will not be imputed or from the entity in question may also be required in appropriate circumstances.

Explanation:
This endorsement was designed to serve a similar function as the Form 15 but under different facts. It is to be issued to an existing owner's policy insuring the owning entity. The circumstance giving rise to the need for this endorsement could be that after the policy was issued someone is coming in as a new partner, member or shareholder (new equity holder) of the insured entity. The new equity holder wants to be added as an insured under the existing owner's policy but does not want to be liable for the pre-existing knowledge, acts or inaction of the entity and its other partners, members or shareholders (existing equity holders) that have not been disclosed to the new equity holder. This endorsement will at least partially accomplish that goal. By issuing this endorsement the new equity holder will be added as an insured but only as to the time period up to the original date of the policy. It does not cover knowledge, action or inaction of the entity and its existing equity holders acquired or occurring subsequent to the date of the policy and prior to the date this endorsement is issued. In order to cover that time period the title would need to be updated and the policy endorsed to show a new date of policy.
Also this endorsement has a signature block for the signature of the insured entity to indicate its consent to the addition of another insured. The reason for this is the reduction of insurance provision in Section 10 of the Conditions and Stipulations of the policy that reduces the amount of insurance remaining after payment of a claim by an amount equal to the indemnity payment made in settlement of the claim. Therefore if the insurer has a claim under the policy by reason of this endorsement, it is possible that the additional insured could get paid leaving the insured entity with a reduced amount of insurance because the coverage under the policy would be reduced by the amount of the payment made to the additional insured. If the original insured entity does not consent to have the additional insured added to the policy the insurer could be faced with an argument from the original insured entity that the payment to the additional insured does not operate to reduce the amount of insurance benefit remaining for them. It is also possible this consent signature block could prove problematic in transaction closings if it is overlooked and not signed. The endorsement contains a clause that limits the coverage to the extent of the percentage interest in the insured entity acquired by the additional insured.

