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Second Circuit Upholds Coverage for
Investigation-Related Costs

September 21, 2011

In today’s economic climate, one of the most important issues concerning

Directors’ and Officers’ (D&O) insurance is whether and to what extent

the policy provides coverage for the costs of defending and responding to

government investigations. Whether the investigation is commenced by a

federal, state or local government agency, and whether it concerns

financial, intellectual property, environmental or trade laws, the expense

associated with properly responding can be very significant. In the recent

case of MBIA Inc. v. Federal Insurance Co., the U.S. Court of Appeals for

the Second Circuit determined that the policies at issue covered costs

incurred to respond to investigations conducted by the Securities and

Exchange Commission and the New York Attorney General.
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