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D&O Coverage Insights: 									      
Derivative Demand Investigations and Books & Records Coverage

Derivative demand investigation and books and records coverage are extensions of D&O insurance that cover the high costs of 
investigating shareholder demands to sue the company. Derivative demand investigation coverage (often called “Side D”) specifi-
cally addresses the costs of investigating a shareholder demand that a derivative lawsuit be filed against directors and officers for 
the benefit of the corporation. 

Books and records coverage extends to the often-expansive costs of responding to a shareholder’s request for company docu-
ments, which is frequently a precursor to a derivative suit.

Derivative demand investigation coverage (Side D)
	■ Purpose: To cover the expenses associated with a board investigating a demand from a shareholder to sue the company’s 

directors and officers on the company’s behalf.
	■ What It Covers: Costs for the investigation, which often involves hiring outside legal counsel, forensic accountants, and other 

experts to help the board evaluate the demand.
	■ Context: Shareholders can file a derivative suit if they believe the directors or officers have harmed the company. The company 

must first investigate the demand, which can be costly. 

Books and records coverage
	■ Purpose: To cover the costs of responding to a shareholder’s demand for access to company documents, such as emails, meeting 

minutes, and other records.
	■ What It Covers: The significant legal and administrative expenses involved in collecting, reviewing, and producing the requested 

documents.
	■ Context: This type of request, often made under specific state laws like Section 220, is frequently a “precursor to litigation” and can 

be a tactic to find evidence for a later derivative lawsuit. The scope of these requests can be broad, including electronically stored 
information like personal emails. 

How they work together
	■ Precursors to a Lawsuit: Both “Side D” and “books and records” coverage are triggered by shareholder actions that may or may 

not result in an actual lawsuit.
	■ Costly Processes: Both investigation and document requests are expensive, requiring significant legal and expert resources.
	■ D&O Policies: These are often specialized extensions or sublimits within a broader D&O policy. Policies may have separate 

sublimits for books and records demands, and payments under this sublimit may reduce the overall aggregate limit or other 
coverage sublimits

https://www.igpspecialty.com/
mailto:dave.perkins@igpspecialty.com
https://www.google.com/search?q=D&O+insurance&sca_esv=29c51f0230a7431d&rlz=1C1GCEA_enUS1186US1186&sxsrf=AE3TifNCRF_BcaYDCjNWJOQO_RVvJqhChg:1761946203492&ei=WyoFaanhHZ7Q5NoPj7nQ0Qw&ved=2ahUKEwj6yoKbsc-QAxUlFVkFHYRdIQYQgK4QegQIARAB&uact=5&oq=what+is+derivative+demand+investgations+and+books+and+records+coverage+D&O+insurance&gs_lp=&sclient=gws-wiz-serp&mstk=AUtExfCAoYn3o7TNeenv_WsZI07YA1dlaFR7F27cnmMj-bthCree4Nc7yn38fc7UJpeCYiKiY19Tu0thxIM_VlDG-zgupmuuonnG2C2krzpPJRyHnlyAzljWQHNER2V1TTNbmpAD_wcASU3MBeY0jiULU-gQZvuXbBFKKprod4dk6tKwCcdxfPPYj1B5IsSxmOtj4YhI6S6l0Zb5tJbO2h7lcuQ1IQ9Z-_Dtj8jUZMn_rf2vaZT-7WUfLIFdwcLCr499rIV1zge03QJe8URO9AMDD0_q&csui=3
https://www.google.com/search?q=Section+220&sca_esv=29c51f0230a7431d&rlz=1C1GCEA_enUS1186US1186&sxsrf=AE3TifNCRF_BcaYDCjNWJOQO_RVvJqhChg:1761946203492&ei=WyoFaanhHZ7Q5NoPj7nQ0Qw&ved=2ahUKEwj6yoKbsc-QAxUlFVkFHYRdIQYQgK4QegQIBRAD&uact=5&oq=what+is+derivative+demand+investgations+and+books+and+records+coverage+D&O+insurance&gs_lp=&sclient=gws-wiz-serp&mstk=AUtExfCAoYn3o7TNeenv_WsZI07YA1dlaFR7F27cnmMj-bthCree4Nc7yn38fc7UJpeCYiKiY19Tu0thxIM_VlDG-zgupmuuonnG2C2krzpPJRyHnlyAzljWQHNER2V1TTNbmpAD_wcASU3MBeY0jiULU-gQZvuXbBFKKprod4dk6tKwCcdxfPPYj1B5IsSxmOtj4YhI6S6l0Zb5tJbO2h7lcuQ1IQ9Z-_Dtj8jUZMn_rf2vaZT-7WUfLIFdwcLCr499rIV1zge03QJe8URO9AMDD0_q&csui=3

