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With the record number of Special Purpose Acquisition Company Practice (SPAC)s filed over the past 18 months comes new and 
increased exposure for their private company targets. Traditional private company D&O policies were not designed to deal with 
the liabilities that targets face arising out of the SPAC’s business combination proxy filing, and many contain language intended to 
specifically exclude potential securities claims. NFP’s SPAC Target Management Liability policy specifically covers these exposures, 
and can be used to replace a company’s existing insurance at the time the transaction is announced, providing certainty of 
coverage to target companies and their boards.  

AFFIRMATIVE COVERAGE FOR BUSINESS COMBINATION SECURITIES CLAIMS
The SPAC Target Management Liability Policy provides affirmative coverage for the target company and its board in the event of 
a securities claim arising out of the SPAC’s proxy filing or the company’s involvement with raising a PIPE. Many private company 
forms will specifically exclude coverage for securities claims leading to a significant gap in coverage. NFP’s manuscript form leaves 
no ambiguity as to the intent of the coverage. 

ENTITY INVESTIGATIONS COVERAGE
In the event of a securities claim there is a high likelihood of a follow-on investigation by a regulatory body such as the SEC. 
The policy also includes coverage for the defense costs (and potential settlements) incurred by the company and any named 
individuals as a result of complying with the investigation.

FULL PRIOR ACTS REPLACEMENT COVERAGE
The policy was specifically designed to replace the target’s existing management liability insurance at the time that the business 
combination is announced. In order to do so with no gaps in coverage, the policy is underwritten to include full prior-acts 
coverage for all management liability lines of cover including D&O, employment practices liability, fiduciary liability and crime 
while also covering the time between announcement and closing.
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PRE-SET SIX YEAR RUN-OFF
Given that the claims relating to the business combination will likely not come in until after closing, our SPAC Target Policy 
automatically converts to run-off coverage for a term of six years at the time the transaction closes. This preserves the D&O  
limits for any claims that come in after closing that allege pre-closing wrongful acts, whether against the company or its individual 
directors and officers.

SPAC PRACTICE — AND A WHOLE LOT MORE
NFP is a leading insurance broker and consultant that provides employee benefits, property and casualty, retirement, and 
individual private client solutions through our licensed subsidiaries and affiliates. Our expertise is matched by our commitment 
to each client’s goals and is enhanced by our investments in innovative technologies in the insurance brokerage and consulting 
space.

For more information, contact Andrew J. Pendergast at 646.312.6403 or 
andrew.pendergast@nfp.com 
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