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[Abstract] Directors & Officers Liability Insurance(D&O)insurance has been widely used in foreign corporate
governance as a way to transfer risks, especially to protect the interests of companies when they face litigation
risks. However, since the introduction of D&O insurance in China, the purchase rate of this type of insurance is
much lower than that of foreign countries, mostly because a large number of enterprises in China still do not
trust its protective role when their companies face litigation risks. A large number of studies have shown that the
governance function of D&O insurance will affect the litigation risk, and in order to reduce the litigation risk
faced by the company, it will strictly require the audit unit to conduct high—quality audits, which will affect the
audit fee. Therefore, this paper will discuss the impact of multiple effects of D&O insurance (opportunistic effect,
incentive effect, and supervision effect) on the company's litigation risk from the perspective of the governance
function of D&O insurance, so as to affect the audit fee. The research of this paper provides support for the
relationship between D&O insurance and audit fees, and also provides empirical support for the promotion of
D&O insurance, and hopes that more listed companies in China can make reasonable use of the positive eftects
of D&O insurance to improve the level of corporate governance and maximize the company's benefits.
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