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D&O COVERAGE - CHOICE OF LIMITS

(WHAT IS AN APPROPRIATE D&O INSURANCE POLICY LIMIT)

FACTORS TO CONSIDER:

Current and future anticipated Market Cap
Drop in Market Cap that would generate shareholder claim/s
Average defense cost associated with defending/settlement

Average settlement percentages

J4udid

Float percentage

FORMULA

The following formula is based on averages obtained from Tillinghast — Towers Perrin
2003 D&O survey, NERA report and In-house consultation with various attorney firms:

Current and/or anticipated Market Cap = W
Percentage drop in Market Cap that would result in shareholder claim/s* = X
Float percentage = Y
Settlement cost as a percentage * of actual shareholder damages = Z
Average defense cost/attorney fees = F

LIMIT=(WXX)XYXZ+F




EXAMPLE

Anticipated Market Cap = $40,000,000 = (W)
50% drop in Market Cap expect claim/s = (X)
Current float at time of claim - 90% = (Y)
15% - 20% settlement anticipated = (Z)
$2,100,000 defense/attorney fee = (F)

(40,000,000 x .50) x .90 x .15/.20 + $2,100,000 = $4,800,000/$5,700,000

*NERA reports that at a 25% market cap drop there is a 15% chance of
shareholder claims, at 35% chance and at 50% there is a 100% chance
of shareholder claims. Average percentage for shareholder claims is
between 15% - 20% for small market cap companies (>$250M)

As a wholesale broker specializing in financial service products, Blais Excess & Surplus Agency
of Texas, Inc.’s knowledgeable and experienced staff assists agents/brokers with the acquisition,
placement and service of Directors & Officers Liability (D&QO), General Partners Liability
(GPL), Employment Practices Liability (EPLI), Crime (Fidelity), Kidnap & Ransom (K&R),
Errors & Omissions (E&Q), Media Liability and Loss Mitigation products for a variety of
industries. Clients assisted include but are not limited to energy, biotech, high tech, financial
institutions, profit and non-profit entities, partnerships, healthcare, companies making Initial
Public Offerings and companies in the process of merger or acquisition.

Contact: PhilipL. Blais
Phil@blaisexcess.com

Houston Office Dallas Office
820 Gessner, Suite 1750 4570 Westgrove, Suite 245
Houston, Texas 77024 Addison, Texas 75001
(713) 780-7787 Phn (713) 780-3533 Fax (972) 818-4090 Phn (972) 818-4088 Fax

Austin Office
P.O. Box 92824
Austin, Texas 78709
(512) 894-3460 Phn (512) 858-1266 Fax
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