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Abstract

The purpose of this paper is to investigate the determinants of D& O liability insurance
demand in Taiwan. Based on the empirical analysis, it is found that the primary reasons for
D& O insurance are to reduce litigation risk, promote growth and maintain the executives.
For those currently insured firms, the most influential factors for insurance coverage and
premium expenditure are total number of shareholders and inside-directors' stock holdings,
while the capitals and outside-directors' stock holdings are also relevant. For all firms in
general, the decision for D& O insurance is highly related to its business risk as well as its
directors' compensation because more compensation implies more liability. For those
uninsured companies, the study finds that the potential demand for D& O insurance is related
to overseas investment and inside-directors' stock holdings. These results show that the
demand for D& O liability insurance is significantly related to the corporate governance.

[ Keywords ] directors' and officers' liability insurance (D& O insurance), corporate
governance, agency problem.
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INFEHESERIER - BRI&RS -

& 3 AR D&O RIEBIIERZBERE

BEBERE NEIRE BHatE
1 EINESEK 10 28.57%
2.3 R ER R B 34 97.14%
3EESHKRETE 12 34.29%
4 BELAFIRE 14 40.00%
5. BILTEE BRI S AL 5 14.29%
6. Hith (AIIRFT AR R ~ R A FIAEIELSE) 7 20.00%

Bt 1 KAREAE SR —AREENSRIGER > "ABRY, IENZRF R "8
e = REIRE/ BAIRE 35 -
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BRIAIES Z EEAE RSN » A SO BT D& O fREETE R ZZAHRHINZR -
ASCE SEERE AR D&O R AR AT O > 2RI DU T IRER%E
TRES ) R R TR - DURES <& SR R i B o mIim 0TS IR » 2k 4
Z Model | i o AR rZe Bl % D& O {Rig HH . K R B IR S &8
B ~ EEEEHRR ~ IR AR ERIIR - B fRLER - R - AR SRR - IR
MR ~ BAEASSE /\IE o HEEs AT BUR IR BB % ~ BB S ~ RS R
B DU IR 8 il D& O {rigr %A 2 BAFE IE [AIBA6R 5 1T E S SR R 2 BE
HARER - GELERER B AR TR 2K - HhAh - EAERR IR b &0 2 A B AR
BURAFINEATAIMBEAESBICH - RN E R EATR > RbEAE
PR - TR BRI e TR A E I <A -

AR 55— /3T > R AR TR 2 A B ER - DU S REESR B & iR A1 Bl
A TEIAANAT o HIA] st 2 IR R L BEOREE » DUR A Rl ] i R s R AG (A -
1M EESEHE A Bl Oh #e i TEOR RE B IRBH AR 1 - EE R AT A S Z B
(339) - KRS D &O REGH T2 MRHEE - iRy 1 - KL EEE
TRER OREE < B/ NG AHERTE - S9— U5 - dgdhsErid BN 2B A Y R L E
5o RBEEHZ R 0 R RERIA R R B R B B A N AH R -

DU T RS | B TR RR AT » 2012 4 & Model 11 FoR - S92 A IRER
REY D&O fREECH Z BN R I MEE ~ BEIER - EREE IR - NE SRR
By~ SMERE R B > IR B NTE o Hirh B R IER - T SRR - AR
B = I B AR SO R REE IEIRAGR - MR ~ MR e B I B R B S
H 2R B AR o B LSRR B A TR B - (EUE - TSN E B IR SO IR S AT
BRI AR EL A - 8 rTREEL AR B AR B G R - IR UR DBk 50 RIR I M
& o RIELRREE RS S8 RS B R > HE 2Tl % -

iy bl R B R S TAG R  HEER R 2P AR KRBT R T
(—) SEFs R Ry (L0 S By S M) Bt D & O {RER S RHS IR I ERE-E A
T o AR ATRERBRAA B IR SR ITTARRER R HaZ 2807« () WA s s i (AN el
o~ RS ERRSE) R B R o BET R R IRBETE K 2 B2 ik
ARV > MFRBR DL LA FHIRDU R MR - R DU IHER T T BT T RRERT &
Ham FTieiA g2 )7 - (&) o FaH SRS R 8 A 2 1H 2 SRR AHE
T SERF S EER AT e BOR - A RACHEEZE D & O fREEFE SRAEVIRBIE
M AERS—fEAYE R F RN BT IR R SR BT AE R rh B3R AN E 2 52

e
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BEYR o — o NS B A E - K RS rlREZ R AR KRR = 4L
D&O frfg - 2 AR rAfik o B0 - 5 BRI - AERL mlas
B BRAR BB - R AR B R - R B R S B AR £ o (1) Bl
B RA RS B < e SRR > IR BEE AR - A6 AU IS B H B s PRI — 2
CRCEBIOR - e ABE L R E S8R0 > NItk D &O fRiR AR (R E = I
= o EREAEHHIA] REIR BAT H BRI Z3KRE - M Bd s N rbg s A B - [KItk
TEPR B <E8H - 2 IREE % B - (R AR IR S > RN Se AR K 3R 5
%8 IR R i e - K oRAE IR B -

& 4 IRF D&O REEFRBERER ZBEFS

Model I: Y= {RBEE%E Model Il: Y= {REZH

BEEE EERREY Pr> |t| SERRREY Pr> |t|
HEpIE -1063482 (0.9049) -73564 (0.4732)
REETES 22093302 (0.0061)* -77816 (0.3639)
EEER -1520898 (0.4899) -131.79453 (0.9960)
BIMEE -1448691 (0.6596) -100496 (0.0105)*
& EWRER -1849323 (0.0205)* 8911.88116 (0.3233)
HELETREMN =R 821681 (0.0254)* -2166.24516 (0.5971)
BIELL=E -320945 (0.0122)* 3204.71030 (0.0533)*
E RIS REN 0.21424 (0.0066)* -0.00429 (<.0001)*
ERTESAEER 31126 (0.5321) -848.98103 (0.1586)
ASBE SRR 0.04092 (0.0114)* 0.00077478 (0.0002)*
JIERE EIFARE 0.07468 (0.7024) -0.01152 (<.0001)*
B RIEE 186.71258 (0.0053)* 1.66621 (0.0223)*
BHAREE -166240 (0.0069)* -37.04384 (0.9526)
Adjusted R2 0.6687 0.9325
F value 6.55 36.67

L IBEAZEAMTEZPp E -
2. *BREEIKE a=0.05°
3. Model | Z¥A8 N=34; Model |l Z#EAE N=32 -
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SRR A BTSSR SRS TR 0 BRI R B D&O R 7Rk tHEA
KIFE o B 7 E AR s B U < BE B S DU AT AR B SERI A Y =
TER S AN A TEROE - RREME BEROVARSE - DU M REAI MOE - I DURREGE
(adjusted R?) #% = Ry it B LAY o ZELLAIAT T o DUER B <8y et 85 & i (8 FE

log (k% <%8) = 5.82 + 0.179 log (R S #E#%)

+0.229 log (Il B SR B, 4)

H: adjusted R® J5 47.9% > 41132 5 AR o BIS TG SR nl 40 SR BRI A SR R r
JRE BRI - Rei R AR RRE R BN ER - R E R - N RIS E
A > HIEEE D&O REECIRMRESEAA « MAESE SR REENS - KGRz
BUA > FpAERREN A B AR s > KL AR E D&O {REE - ot LRE L Ry
B A RN AN (B) s ¢
log ({£2&5 32 ) = 3.54 + 0.000004 (5 5E 4 %K)
+0.291 log (NEREF 7R EY), ©)

I adjusted R? J 78.9% » 4112 5 PR » FIVRSRARBORI M 4 B
ol IR R B AT - RORAEBORS - FIRHE SHURA S B
D&O {2 (RS - 1T P IR BORIES » 45 53 2N S PR 2T P
SR » AEAUALA IIRAA AR - DR AR T (R S e  FIHe Ay
L5 - FIEEE Y D&O (RIRTR 2 ISHISE P B RS IR U o S 35
BRI 2 SRS SR (EATSECE 2 AR B L I L 2 D
fraes -

EMSEREER ST AT HEEI AL + H) D&O (REFHRATHERU FIRRAASEE » LI
BPEHEREE S AR« T3Pt ST SR PRI A I 2 DRI o 2 AR T
B » S HUR PO R SR BT 5 TR B S 2 I RIS Pl sie A
oo
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& 5 IRF D&O REEFRBFARR 2 R EARFIRE

——— Model I3 Model IP
= " Y=log {RBEEEE Y=log 1R B H
i iEp1g 5.8180 3.5830
(0.000) * (0.000) *
PR ERAREL 0.17883 0.00000376
(0.024) * (0.000) *
A ERE B AYE 0.2289 0.29063
(0.044) * (0.003) *
NEEESE e TE
(P >0.1) (P >0.1)
R R AR E HE HE
K-S Test(Kolmogorove-Smirnov) (P >0.15) (P >0.15)
FEHE I B MR 2 e TE
(Durbin Watson Test) (DW=1.97)* (DW=2.32y
Adjusted R? 47.9% 78.9%
F{& 16.19* 58.84 *

E 1 ERAZEAMEZPE-

2. FEEIK#E =005 MEEEEE -

3. FEHRIZRAA:
Model I: log (1R £%8)=Bo+ R log (AR B+ R: log (NEFESIFIRE)+ <
Model Il log (REZ H)= Bo+ B+ A RIEEI+0B: log (WSBESIFAE)+ ¢

4. **¥ Durbin-Watson Test F1 » K8 N = 34 » k = 2 » DWL=1.33, DWU=1.58, Dubin-Waston
statistic=1.97 ©

5. £ Durbin-Watson Test B » A N = 32 k = 2 » DWL=1.31,DWU=1.57, Dubin-Waston
statistic=2.32 ©

HR > Tl ff D&O R ZIEH PRI EINGE - ARG OHE e
BARBLRIL IR D&O fREFAGL FIRA - MRS Tl oA o AU Z IR I S IR OR
LRGSR G D& O RIEHERN 1 R EREER 0 - HEEINEIRTCER 1
Fr%1 - AEMHER T ERBRE S 24 ) —IH > IRoRIRER D&O frig A fRLL EOR} © 3

FoOATHERANZR 6 FiTy] > BHTfR D&O {REEELIMGRYTRIR - H BB IN R e

B~ MR - DURCGEREERM > B AR - AP e am < TEIH - KBS -
SEps JaE R SR eSS S R D&O Rl B SN - e Bids diiel TIE ST A
Bl > SRR RIS (T - KL RS rTREER A Al B IR e DU R R -
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LESh - R F AR AR T 28 BRI B irbe - nTRE Bol i e E 2 Tha
B A HZY FE HEGREE S IS by - RILR IS & Z IR b <S80 nRE 252 2 Bits:

[y o FRIEARSLEILL Tobit Model HEF 43477 - (AU PREG B - PRET12E D& O R
HURIRZ 2 BEINZR o Eal o ArhiRangR 6 Fior - Hrh e SgE ~ Mg - DUGERR
R FRR > BlfSE D&O (R IRE-AREF AR - R G8Em Z7HIA - 170 Tobit
BRI 2 S it B S AT — 3K -

&R 6 D&O RIGBERRZ DR

EERSAT L Y=2THEF Tobito'#7 : Y={RbEEER

BER EERHRE Pr> |t SEEHRE Pr> x?
HBEIE -0.09380 (0.6834) -1.168E7 (0.1408)
EEEN 0.33340 (0.0004)* 9072108 (0.0007)*
BIMEE 0.39863 (0.0711)# 11123855 (0.0203)*
AEWRME -0.00173 (0.8931) -966017 (0.2464)
FELS SREM 2R 0.00254 (0.3805) 578651.7 (0.1688)
BELER 0.00481 (0.2024) 6535.163 (0.9608)
=BT E RN 6.086298E-9 (0.0541)* 0.1701 (0.0188)*
EEISEEE -0.00062845 (0.7959) 13583.70 (0.8258)
ASBE BT -5.6911E-10 (0.1131) -0.0104 (0.3184)
JIERESE TR -1.5645E-9 (0.9184) -0.1543 (0.6361)
AR R i -0.00000161 (0.4564) 16.5668 (0.7911)
BEAER 0.00155 (0.4285) 7074.974 (0.9004)
Adjusted R2 0.2385
F value 3.85
Std .deviation o 8291876
Log likelihood -614.491

L IERAZEAMEZPE-
VCEREEIK#EQ =005 HAREBEKE a =01 -
EER T Z ARSI N=101

. Tobit I HT 2 4R & N=100-

AW N =

i ~ D& O RIBBEFR KD
bR TR D&O LRERRYRIEMTHFEREZEINRSIL - AUTTUIREHE MR I IR
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D&O frbmAv(iE - HRET HrTRERYR IR FlRI BN - DUREIR 2k D&O i il
= RICEIRE2E A - AR (WsE—) o0 GE) - Alan—ik s
THERR IR IR EE - DL 100 E2E<e DL FRYRER Ry 288 - 1 24.29% » HRZREENT
J* 100-300 E3S<fH] - A 21.43% - 20 7 - KRS > 500 #SmLL N Z IR
o B2 BRI TR RAY PR IR - R HRTEER RS ZHME -

R 7 KRR D&O REEZAFIMVIERIRRER

RIFIR A S ZFEERRER NEIRE BaLkE
100 &£ LT 17 24.29%
100 -300 X% 15 21.43%
300 -500 BES 14 20.00%
500 -800 BES 3 4.29%

800 - 1000 xS 1 1.43%
1000 -2000 BES 11 15.71%
2000 -3000 BE% 2 2.86%
3000 Ex&E 1 1.43%
R RE 5 7.14%
xE 1 1.43%

TERF R D&O PREEZ N FIRYTRIAMREE S T - FRZ 8 Rl LIgE IR 2 8o Rl FTif
ESCRYERE T 1 B354 > 45 38.57% » HKIE 3 B35 - (520% - M-HIaRE LS
EEE LU NRE Ry 2R SEATE R - R HBTE SR RE & ME - ARG IRERIIR
12/ D&O TREERYAT] » ZECEL D& O PREBIEREAR ST HAVREIE -

A0 ENERIE AR IR A TR (EAER) K NT 87.86 {87t - fAER NT 589.09 (5T - f&/
fE% NT 4.47 {50T. - EEHREHZEARFEAEL -

187



FEFRFERATHERBRZIERB L0

& 8 KRfxiR D&O Rz ABRIFREAREX H

RIFHR AT ZFTRHAREE NI BoLkE
1 EESE 27 38.57%
IBESR 14 20.00%
5 BER 13 1 8.57%
8 BESR 2 2.86%
10&E=% 6 8.57%

2082 E 1 1.43%
AR TE 6 8.57%
xE 1 1.43%

B - RIgfR D&O fREEHYA FAIH rTREI B AYIRIR] > KRB Rt IMEE ~ AR
AAEE ~ BEEREE ~ HAIAFEIRE - UGS IUSRSCE P AR FT0H - sk
9 FIAIEIAR FRATLNF] - HATHERE B D& O AREENIIE IR LA sRanas b= - 15
70% > HACEREEEBERE > 1 35.71% - HABEKNE S AE S @EIE - RERIREE
5o AR R R A BT ARl o

+R9 RIFR D&O Rz AT EEBE R E

oJEERB R R E A B4t
1.89Me & 23 32.86%
2. R EREAE 49 70.00%
3HEESHEE 25 35.71%
AEHBhRBIRE 18 25.71%
5 R EIL TR AR B A 21 30.00%
6.HAth CETEAIFRE - IRBFEESE) 6 8.5%

LS - TeBREd D&O fREE ZIBEF SRV EINGR - AWTFEEHEIRIIR D&O fREx
B2 FIRRAS - B RR AT TR I S < ORI &AL B BB S H W& OR B B AR 2 B2 K
& o oA < H A BANEIRGSL © AETEIHR IRGER ST /o - oA SREE R TR
IREEEEAA LA REE B TR BRI MR ~ BANEH - 110 & (AR s 8 ) R
T MERT FRMN > S8 Lo R B B TR 3K - (2 AE FRMR (ROA) FyibA sk - HI
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B GR AAT - ROA g8 vl B ZR s FIR s B R et > 0 BN = H AR b ¢
1K~ PRERFE SRR - ARTEE AR TR R B BB - siETF 2R A RIS B Bl
3~ Pk D&O fRER PR - RIS fRE 2 © HhOh - B ST B0 ErariHE
IRAFTEEEM TR - BFFELEEAR IR IR Al LA S HEBL T 2R iR RERE 28
’E o [RIEEE AT B Or D&O fREE - LhftREL H AirE R fE N E > HyB e R ER IR
WAER -

BN TRIROR B S IRy - L ERE o ATV B IR RS s 8 ) i B T il
SME - BIEERANAT 5 T B R ) B A R T B SRR B - RN R AT
TR o B Lo A > KBRS D&O IRERZIBAETE R » BlaZ 2.2 S8 85 RS i
B - EAESERNIIMEERS - HisraEfE= D &O fREETEK © 55— J5m » WElEFR LK
HEA/ IR TRERZBEIR B eioR > ERHE R & AtARATE - rTREH 5 A HEBL AT 5 5
FERE ~

& 10 D&O REFBIEFRRBERE R ZEEFS

Model I: Y= {R#B&&%8 Model II: Y= {RE 57 1

B EER R B Pr> |t EERRE Pr> |t|
AR 0.26606 (0.8393) 1.94211 (0.0405)*
EEREA -0.00213 (0.9971) 0.05745 (0.8870)
BIMEE 4.66867 (0.0144)* 3.55306 (0.0088)*
& EWRER 0.18774 (0.0111)* 0.00004180 (0.9993)
FELSIRAEN R -0.02593 (0.0835)# 0.00329 (0.7520)
BIELL=E 0.02201 (0.2905) -0.00892 (0.5440)
E RIS REN -2.6404E-8 (0.4107) 8.827651E-9 (0.6958)
ERTESAEER 0.01519 (0.2751) 0.00475 (0.6294)
ASBE SRR -6.91322E-9 (0.0123)* -3.81154E-9 (0.0485)*
JIERE EIFARE 8.146765E-8 (0.9482) -4.66435E-7 (0.6001)
R R AR 0.00000917 (0.4399) 0.00000545 (0.5155)
HEARER 0.02474 (0.0414) 0.01287 (0.1307)
Adjusted R2 0.1695 0.0866

F value 2.11 1.52

L IBEAZEAMTEZPp E -
2. *AREEIKE 0=0.05" #AFEEKE a =0.1-°
3. Model | ZBAE N =61; Modelll ZHEAXE N =61 -
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LA AR AR _ BT o Rl ZE SRR I Bfatd - IRtk A e AR Bk
EREARS » DURBON EERR - YR i EE B ek Ay BT - J6 H il
D&O gl 2 FliaELL BTt - AUTTCRERERE BT D&O fRiETs K22
F o ARBFIEHE AR - FRHATERE D&O {REETE -SRIV EE A E H KRy 1k
IRERERA A - HRE Ry TR B R S (i 2 -

BB AESRE R HATE R D&O {fE s i3 - HiR R S4am g 2
i EELZ BN )R R B A E SR R B o T E AR ~ SNSRI
B EEHRETT - i RESEE IR E D&O frfe - HRSRELEY /582 S8 R
(ANZESEEER Sy M) LIRER M ER - R B as M S ARk
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TEARBERR SR L > HIE ZELL B2 S RS MR E DU NTRE ST BT - 15200 R
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HRRAENTSE - ASCEFHEEA T ¢ () BUN EERRE 2 v e ARy
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ZACE IR A] - B ERERR A RIS - BRI Lt B I Z B8
KIFE - A0far et sthR At & 3 AV RARRE > JFERMRAENTIE - (&) FH RIS BRI
ZAENFAR R e Fr D&O fRIg IR AR E G > N i el a2 BReE A i
DS EF o IREH AT S - TURACSSIERLIRTT 2 JMEFSINLAERET - (1Y)
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1. 3E A 0 90% DA BRy bl BAEASE] > SR EZRE R EEE T - S0%LL FE T
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2. 7R R ¢ I AR IRERERIAE 2,500-3,000 E2E<w 0 /R fR PIRRy 100 EZEE - Hh/h
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A 1. B2{R D&O REEA T ZRE/MREERILLE

Co. B3R (%00) Co. 3R (%00) Co. B3R ( Yoo)
1 4.45 12 3.50 23 3.00
2 4.00 13 9.75 24 3.50
3 3.50 14 2.80 25 2.40
4 7.00 15 2.73 26 4.30
5 32.50 16 3.60 27 2.76
6 4.00 17 2.30 28 3.20
7 10.00 18 3.20 29 1.63
8 5.00 19 2.50 30 5.40
9 7.00 20 4.63 31 3.96
10 4.00 21 2.90 32 3.40
11 37.50 22 5.00
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