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For the Three Years Ended December 31, 1995

{In milltions, except per share figures) 1995 1904 1993
Revenue $3,770.3  $3.4350 $3.163.4
Operating Income $ 6949 §$ 6703 $ 5928
Income Before Income Taxes and
Cumulative Effect of Accounting Change $ 6498 $ 6315 $ 5586
Net Income ' $ 4029 $ 3715 $ 3324
Stockholders' Equity $1,665.5 $1,460.6 $1.365.3
Income Per Share Before Cumulative Effect of Accounting Change $5.53 $5.19 $4.52
Net Income Per Share $5.53 $5.05 $4.52
Dividends Paid Per Share . $2.97% $2.80 $2.70
Return on Average Stockholders’ Equity. ' 26% 26% 27%
Year-end Stock Price $8834 $79v4 $81V4
REVENUE . ' EARNINGS PER SHARE
(in billions) {in dollars)
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CHAIRMAN'S

PERSPECTTVE

n recent years, the diversification of our

Company between insurance services and consulting, and investment management has enabled

us to provide our shareholders with increased earnings and dividends. Even as difficult market

conditions have prevailed in some areas, particularly insurance services, we have continued to
make substantial investments in all our businesses to prepare us for the changes we foresee.

We are optimistic about the growth prospects for our insurance services business,

which includes risk management, insurance and reinsurance broking and insurance program

management. But to realize these prospects and maintain our leadership position we have to

invest in new technology and in research and development. We must recruit, train and develop a

new cadre of professional staff. We believe we have made great progress in recent years while

continuing to serve our clients well and deliver profits to our shareholders.

hile investing in the development of our
business, we have been emphasizing the need for close association among the operating companies
in our insurance services sector: Marsh & McLennan, Guy Carpenter, Seabury & Smith and Marsh
& McLennan Risk Capital. The closer association already has provided us with opportunities to

expand services to clients, improve productivity and reduce costs. We have now decided that it is

time to complete this development by uniting these companies under common management. This




A.J.C. Smith, Chairman

final phase of integration is being led by Richard H. Blum who was chief executive officer of Guy
Carpenter, our reinsurance intermediary, from 1984 to 1996.

Mercer Consulting Group aiso has been making important investments in recent
years to respond to and prepare for changes in the needs of its clients. Technology investments
will enable clients to outsource their human resource functions to William M. Mercer. Investment
in new methodologies will facilitate the growth of our consulting practice for health care providers
and users. Substantial research projects in both human resource and strategy consulting have
increased our capacity to advise clients for whom revenue growth is the primary factor in their

plans for increasing shareholder value.




Goncurrently, our investment management business has been performing supcrbly.
in 1995, Putnam’s asscls under managemcent rose 32 percent to $126 billion, reflecting strong,
compcetitive performance in a historically strong year for American securities markets.
Outstanding investment results and unsurpassed service to mutual fund shareholders and corpo-
rate clients supported successful marketing and sales efforts. Putnam, too, has been investing
in and planning for the future while achieving these results. Significant additional resources have
been committed to building a defined contribution retirement plan business to provide new capac-
ity and still higher levels of service to employer clients and their embloyees. Putnam also is
investing in an expansion of its international capabilities to widen the range of its skills in man-
aging non-American securities and its business -outside North America. We expect both of these

initiatives to contribute to even stronger returns in the future.

am pleased to report that Marsh & McLennan
Companies achieved double-digit growth in earnings in 1995. Revenue increased 10 percent to
$3.8 billion from $3.4 billion in 1994. Income was $403 million compared with $372 million in
1994 and earnings per share rose to $5.53 from $5.05.
Insurance services revenue reached $2 billion, an increase of 4 percent from 1994,
Insurance broking recorded excellent growth in specialty areas and in many of our operations around
the world. Consulting revenue increased 13 percent, with strong performance in our global com-
pensation, management consulting and health care practices. Investment management revenue
rose 22 percent, reflecting new investments in mutual funds, favorable investment performance and
equity market conditions, and new defined contribution plan business.
In September 1995, we approved a major share repurchase program of up to three

million shares of Marsh & McLennan Companies’ stock and a 10 percent increase in our quarterly

dividend to shareholders.




We recently entered into an agreement that is expected to lead to the sale of the
Frizzell Group. As the business of the Frizzell Group has developed, it may fit better with an
insurance company which concentrates on personal lines insurance. We expect that proceeds

from the sale of Frizzell wili contribute to the Company’s share repurchase program.

8 Richard H. Blum has moved from Guy
Carpenter to the parent company to lead our insurance services integration process, Brandon W.
Sweitzer has become chief executive of our reinsurance intermediary and G.H.C. Wakefield its
chairman.

Philip L. Wroughton will retire as vice chairrﬁan of Marsh & McLennan Companies and
will not stand for reelection as a director of the board. I would like to acknowledge his success in
his most recent assignment to prepare our insurance services businesses for further integration.
This is only the latest of his many contributions as a long-term member of the management team.

Richard E. Heckert will retire after serving as a director since 1989. We are pleased
that he will continue as an advisory director. Robert M.G. Husson will also retire, but will con-
tinue his association with the Company as a member of Faugére & Jutheau's supervisory board.

Looking to the future, I am confident that Marsh & McLennan Companies will gain
market share in all its businesses, where our size, depth and reputation are competitive advan-
tages. The commitment of our employees is key to achieving our goals for the future. We greatly

appreciate their continuing efforts.

A.J.C. Smith
March 8, 1996
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MARSH & MCLENNAN, INCORPORATED, the world’s leader in providing &
X management and insurance broking services, advises clients on risk assess-
nt and develops programs utilizing risk retention, risk transfer, alterna-
> risk financing methods and consulting services. The company provides
ingle, integrated service to clients throughout the world. ((_,
¢ Q'(_}

GUY CARPENTER & COMPANY, INC. is the leading global reinsurance
>rmediary. Guy Carpenter advises insurance and reinsurance companies on N
compiex issue of risk management and provides a comprehensive array of sup- '
L services. The company structures and places reinsurance coverage and other

<-transter financing with reinsurance firms and capital markets worldwide.

SEABURY & SMITH, INC. is the leading provider of insurance program man-
ment and underwriting management services in North America. Seabury & Smith
igns and administers specialized, systems-driven insurance programs primarily for
mbers of affinity groups. The company is also the largest insurance underwriting

1ager of professional indemnity and directors’ and officers’ liability insurance in
United Kingdom.

MARSH & McLENNAN RISK CAPITAL CORP. originates, structures

manages insurance industry investments and provides advisory ser-
=S on a global basis.
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arger and more complex

risks confront clients. Technologies are speeding

the delivery of new products and services to the market-

place. Businesses are establishing new enterprises in emerg-

ing economies. The possibility of catastrophic losses is forcing

companies to examine risk strategies more closely. Corporations

are focusing on the overall effect of
3K on their financial results—how it

>cts earnings, cash flow, operations

{ balance sheets.

........

Marsh & McLennans mtegrated risk management
esources address these. changmg I‘lSk exposures. The depth of our worldwide
services is particularly 1mp0r_tant in a competitive global economy where
organizations are concerned with controlling costs as well as risks.

Often, risk management must be viewed differently

to arrive at a more cost-effective and efficient insurance

solution. A risk structuring technlque Marsh &
McLennan has pioneered is concentric risk
integration. This multiple-

Theodolite, dated 1840. Surveying instrument somelimes used for navigation.
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§/ vyear approach responds more
A directly to losses incurred by a corporatibn by

- .

- ‘ offering insurance capacity for a number of risks com-

2% bined. Instead of a risk-by-risk approach, these programs use a
single risk retention—an aggregate figure that cuts across all
lines of insurable risk.
Our risk management professionals help clients arrive at
an appropriate balance between risk retention and risk transfer.
Specialists design, implement and manage

_ e fal ’_@/ efficient captive programs. A risk evalua-
- ’ ‘H tion team helps identify the risk charac-
w teristics of potential acquisitions. Loss
| g P control experts identify hazards and
help 1mplement safety systems Injury management professionals develop
| occupatlonal rehabllltatlon programs that can reduce workers’
compensatlon costs This array of risk management resources,
combined w1th new Tisk solutions, is applied to the
| combiex exposures and potential liabilities
that our clients face.



arsh & McLennan’s
professionals use new risk financing techniques, in
addition to the contractual transfer of risk, to achieve cost-
effective risk management solutions.
Guy Carpenter, our reinsurance intermediary, has introduced
the concept that an insurance risk, particularly for property catastrophe
exposures, can be transformed into a financial security in the capital markets,
poientially opening the door to enormous pools of new capital. By using insur-
=IICE as a new asset class, not only would investors receive better returns on
eir investments with lower portfolio volatility, but the cost of catastrophe
urance is reduced by spreading the risk more widely.
Large companies whose risks do not lend themselves to stan-
] insurance solutions may tap the capital markets to finance risk. For
mple, a Brazilian client unable to secure political risk insurance for
3 sale of hydroelectric plant equipment to China turned to Marsh
McLennan’s financial markets experts. They were able to struc-
ure a solution that transferred the risk to institutional investors.
Marsh & McLennan Risk Capital continues to
explore the combination of insurance with investment, acting
On new opportunities arising in the insurance industry.
Last year it sponsored Risk Capital Reinsurance
Company and acts as its investment advisor. This new
reinsurer serves as a creative capital source, inte-
grating reinsurance with equity investments in
the insurance industry.

Combined noctumal and horary quadrant, dated 1565. The noctummal used the stars to tell time at night: the quadrant {reverse) measured atifude white at sea.
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arsh & McLennan
currently derives half its insurance broking revenue -
outside the United States. Our integrated, worldwide network,
firmly rooted in North America and Europe, is being extended princi-
pally in Asia, Eastern Europe and Latin America.
Cross-border trade opportunities, privatization of state-owned entities
ind deregulation of many state-controlled markeis are contributing to rapid business
owth in these emerging economies. Participating in development plans for the energy,
ity, transportation, financial and telecommunications sectors requires sound insurance
risk management programs to deal with risks inherent in entering new, often untested
‘ets. For example, spending for massive infrastructure projects in Asia Pacific is expected to
ed $1 trillion by the year 2000; China plans to build 75 power stations in one province alone.
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New information technology
systems connect Marsh & McLennan's global insur-
ance services organization, making resources more accessible
to our professionals, clients and insurance markets. These systems
improve client service, increase productivity, reduce insurance transaction
costs and facilitate insurance placements in worldwide markets. Mpower, our
proprietary system, links the computers of employees, clients and underwriters, and
allows them to collaborate and efficiently exchange and access information. Marsh &
McLennan also has taken leadership in the development of the World Insurance Network,
which is owned by six major insurance brokers. It represents the first global electronic high-
way for connecting insurance brokers to insurance companies and will lead to increased
productivity and better service for clients.

Orrery, féte 16th century. A miniature planelarium showing refative motions of the sun, moon and planets, ot




gement for mutual fund investors and institutional clients exceeded $125 billion

at the end of 1995, almost triple the level of assets in 1990. While this growth

coincides with favorable market conditions, it represents the unfolding of a

well-defined strategic plan, which also has led to superior investment
performance.

To accomplish twin goals of improving investment perfor-

mance and growth, Putnam set on a course 1o develop and deliv-
er investment management in a broad, definable product line
for mutual fund investors and institutional clients. Over time,

it increased the range of its equity and fixed income funds to

provide a selection to fit virtually every investment objective.

Long-term differentiators for Putnam have been its emphasis \Jg _

on service and marketing as key contributors to growth. &, Kol

Today, Putnam manages over 90 mutual

funds for 4.8 million individual investors, and insti-




’ tutional portfolios for more than 450 global clients, including major
\ corporations, public pension funds, endowments and foundations.
‘ By combining its institutional and mutual fund
capabilities, complemented by superior service to plan spon-
sors and participants, Putnam is emerging as a leader in the
exploding 401(k) defined contribution plan market, which
is expected to grow to $1.2 trillion by the year 2000.

Again, Putnam has the breadth of quality products,

service resources and marketing capabilities to

package, administer and deliver the demanding

services 401(k) plans require.

Putnam also delivers innovative edu-

cational programs tailored to diverse groups of
plan participants, including retirees and
younger investors beginning to consider
long-term investment goals.

Harrison Chronomeler H1, made In, 1735. The first marine timekegper for finding longitude. 15




VANCING SERVICE
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utnam uses technology to meet its objective of improving continuously the quality of its
dlder and client services and to support its global investment activities. New systems
tnam deliver service with speed, accuracy and efficiency, in ways that simplify trans-
s and enhance the value of its relationships with clients. o
Putnam led the mutual fund industry in the introduction of optical image-process-

- systems that automate the reading and routing of approximately 120,000 customer doc-
iments each week. All correspondence and documents from mutual fund and defined
contribution plan investors are scanned for instant retrieval on computer screens by
customer service representatives. A new optical character recognition capability,
which scans and identifies the contents of shaneholder forms automatically,

can route these documents electronically to 250 departments at Putnam’s

Boston office and its two nearby service facilities. ]

Efficient technology systems enable Putnam ;

T e R T

I
Graphometer, 16t century: Determined divection !
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to customize
organizations, and
keeping services and
individual investors.
Most of Putnam’s
ing its fully automated mailing and
at a new, state-of-the-art service center at Franklin, Massachusetts.
The facility contains six acres of work space under one roof, where high-speed
laser printers produce 11 million customer statements each month.
Putnam’s consistent delivery of quality investor services has been
acknowledged in the industry. For six consecutive years, it has received
the DALBAR award, the only nationally recognized award given to
mutual fund companies for service excellence.

defined contribution plans for both large and small
to offer a range of investment options and record-
direct communication links with clients and

investor services capabilities, includ-
" printing facilities, are located

apcurately than other suveying instruments. ' 17
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rganizations rethink continuously the ways they conduct business to |
ngthen their competitive positions and increase profits. Two current initiatives
lect Mercer Consulting Group’s strategy for becoming the preeminent global f f
nsulting organization by providing valued services that boost clients’ overall %
erformance.

Over the past two years, Mercer has conducted research into the factors
that affect organizational performance. These range from supervision structure
and reward mechanisms to information flow and 'decision-making
processes. The findings indicate that the interrelationship
between these factors is of far greater significance than any
single factor. Based on this research, Mercer has developed

a diagnostic tool that characterizeés a companys human
resource system and determines how well it serves the
companys business strategy. The result is a frame-
work for decision making that can help executives

Massey’s ships log, 1802. The first commercially successful instrument to record distance fraveled at sea.




INCREASING

PRODUCTIVITY

move their organizations to higher
levels of productivity.

Mercer has ‘begun to use this tool for solving the problems of

ohents For instance, it analyzed productivity problems in the engineer-

ing group of a high- technology company. Soaring turnover among engineers was
threatenmg dlsruptlon and delay in the design and production process, unwel-
| come developments for a company whose strategy depends more on speed and
quahty of exeoutlon than on teohnologlcal innovation. But the turnover problem

- was not respondmg 10 the oompany’s efforts to solve it — efforts including above-

market compensatlen generous stook -options, ooaohlng and more selective

he human resource system and adapted it to the company’s
bus ness needs and market realities.

79
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fter a decade

downsizing and restructuring, chief
scutives are experiencing diminishing returns from
1tinually shrinking their businesses. Mercer is helping them
ke the change to strategies of growth.

Through three years of research into business
'wih, including analyses of the growth strategies of leading com-
1ies around the world, Mercer has confirmed that the stock mar-
> places a much higher value on companies that increase their
fits through revenue growth rather than through cost cutling.

Mercer’s findings have debunked a number of myths.
' one, real growth is not as common as businesspeople may
k. Despite the fact that most corporate plans anticipate
1ble-digit increases in annual sales, few com-
lies actually hit this target. Between
34 and 1994, the annual
swih rate for the




Standard & Poor’s
500 companies averaged only 1.4
percent after inflation, lagging behind the
economy’s overaill growth rate of 2.6 percent.
Another myth is that companies cannoi grow
in slow-growth industries. In every industry Mercer studied,
even those with negative growth rates, it found examples of
companies that consistently posted double-digit revenue gains.
In fact, greater variations in growth rates exist between compa-
nies within an industry than among the industries themselves.
Mercer has developed a framework to help
clients assess their opportunities for growth, analyze their
own capability to grow and make the changes necessary
to achieve and sustain profitable growth over the long
| term. Mercer documented its findings in the book
“Grow to Be Great: Breaking the Down-
- sizing Cycle,” published in
~ the fall of 1995.

Fitth-order lighthouse fens, 1858, 27
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Marsh & McLennan Companies, Inc. and Subsidiaries

MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

General

Marsh & McLennan Companies, Inc. and Subsidiaries (the
“Company”) is a professional services firm with insurance
services, consulting and Investiment management businesses.
More than 25,000 employees provide analysis, advice and
transactional capabilities to clients worldwide.

The consolidated results of operations foliow:

(In millions, except per share figures) 1995 1994 1993
Revenue:
Insurance Services $1,963.9 $1.8865 $1,790.5
Consulting 1,056.4 933.1 854.8
Investment Management 750.0 615.4 518.1
3,770.3  3,435.0 3,163.4
Expense:
Compensation and Benefits 1,948.8 1,740.2 1,635.7
Other Operating Expenses 1,126.6  1,024.5 934.9
30754 27647 2,570.6

Operating Income 3 6949 § 6703 § 59238
Income Before Cumulative

Effect of Accounting Change  $402.9  $382.0  $332.4
Net Income $402.9 $371.5 $332.4
Per 8hare Data:
Income Before Cumulative

Effect of Accounting Change  $5.53 $5.19 $4.52
Net Income $5.53 $5.05 $4.52
Average Number of

Shares Ouistanding 72.9 73.6 73.5

Revenue, derived mainly from commissions and fees,
increased 10% in 1995 driven principally by 22% growth in
the Investment management segment, largely atiributable to
growth in the level of assets under management, and a 15%
increase in the consulting segment reflecting strong demand
for the Company’s consulting services. Insurance services
revenue rose 4% in 1995 reflecting a $24 million increase in
interest income on fiduciary funds and strong growth in insur-
ance broking in Canada and Continental Europe offset, in
part, by a $25 million decrease in revenue received from the
aciivities of Marsh & McLennan Risk Capital (“MMRC™).

In 1994, total revenue increased 9% over 1993 reflecting
growth in each of the Company’s business segments. Insur-
ance services revenue rose 5% in 1994 compared with 1993.
MMRC contributed approximately $27 million to the increase
in insurance services resulting from the realization of a por-
tion of its holdings in insurance entities that the Company
was instrumental in originating. The investment management
segment achieved revenue growth of 19% over 1993 due

to a higher volume of business. Revenue for the consulting
segmert increased 9% reflecting increased demand for its
services worldwide.

Operating expenses increased 119 in 1995 compared with
1994 primarily due to the impact of staff growth and incentive
compensation programs in the investment management and
consulting segments commensurate with the higher volume
of business, and ongoing systems automation initiatives in

all operating segments. These initiatives are part of the Com-
pany's long-term commitment to enhance service through
technology. Operating expenses increased 8% in 1994 largely
due to ongoing systems automation initiatives in the insur-
ance services and consulting operations and additional costs
in the investment management and consulting segments
reflecting the higher volume of business.

The translated values of revenue and expense from the
Company's international insurance services and consulting
operations are subject to fluctuations due to changes in
currency exchange rates. However, the net impact of these
fluctuations on the Gompany’s results of operations has
not been material.

Effective January 1, 1994, the Company adopted Statement
of Financial Accounting Standards {“"SFAS”) No. 112,
“Employers’ Accounting for Postemployment Benefits.”

A non-cash charge reflecting the camulative effect of this
accounting change, net of income taxes, totaled $10.5 million
or $.14 per share.

23




rch 1995, the Financial Accounting Standards Board
I'8FAS No. 121, “Accounting for the Impairment of Long-
Assets and for Long-Lived Assets To Be Disposed Of”
must be adopted no later than 1996. The standard will
~e the Gompany to analyze its long-lived assets, includ-
=corded goodwill, Lo determine if the sum of the expected
- cash flows (undiscounted and without interest
x5} is less than the carrying amount of such assets.
=rement is currently in the process of analyzing the

The results of operations for the Company's insurance
services segment, are presented below:

{In millions of dolars) 1995 1994 1993

Revenue:

Insurance Broking

Reinsurance Broking

Insurance Program Management
Interest Income on Fiduciary Funds

295.1
306.1

208.5
300.0

$1.260.0 $1.209.3 $1,147.0
283.6
280.3
102.7 78.7 79.6

) . 1,963.9 18865 1,7905

t that adoption of this standard will have on the Expense 15747 14804 14138
Any's financial slatements. Operating Income $ 389.2 § 408.1 $ 3758.7
ober 1995, the Financial Accounting Standards Board Operating Income Margin 10.8%  21.5%  21.0%

1'SFAS No. 123, “Accounting for Stock-Based Compen-
=" which is effective for fiscal years beginning after
nber 15, 1995. In accordance with the statement, the
any will provide footnote disclosures presenting pro

net income and earnings per share amounts as if
-yee stock options had been expensed based on their

tlue on the grant date, determined using certain option

g models. The Company will adopt SFAS No. 123 and

le the required disclosures in 1996.

Insurance Broking Revenue

Insurance broking services are provided 1o clients primar-
ily in connection with risk management and the insurance
placement process and involve various Lypes of property and
liability loss exposures. Services include insurance broking
activities and professional counseling services on risk man-
agement issues including risk analysis, coverage require-
ments, self insurance, alternative insurance and funding
methods, claims collection, injury management and loss
prevention.

rance Services
ue attributable to the insurance services seg-
onsists primarily of fees paid directly by clients;
issions and fees paid by insurance and reinsurance
writers; and interest income on premiums and claims
ted and not yel remitted to insurers, reinsurers or
ds, such funds being held in a fiduciary capacity. The
ince services segment is affected by premium rate
in the property and casualty insurance industry and
ble insurance capacity, as compensation is frequently
d to the premiums paid by insureds. Revenue is also
-2d by fluctuations in retained limits, insured values
terest rates, the development of new products, markets
=rvices, and the volume of business from new and
1g clients.

Insurance broking revenue, which is received from a pre-
dominantly corporate clientele, increased 4% in 1995,
Revenue from MMRC declined $15 million compared with
1994 primarily due to a lower level of realized appreciation
on capital deployed in the various insurance entities the Com-
pany has helped organize. Client revenue increased primarily
due to new business growth in Canada, Continental Europe,
Australia and Latin America, along with an increase in cer-
tain global specialty lines. In the United States, property
premium rates, with the exception of catastrophe coverages,
were generally stable while the casuaity market experienced
renewal rates that were generally down on a year-over-year
basis. The Company anticipates that these market conditions

Smpany has been instrumental in the formation of will continue in the near term.

3] substantial insurance and reinsurance entities to

3te, in part, capacity shortages in critical segments of

surance and reinsurance business. MMRC also spon-
and is investment advisor to the Trident Partnership
dedicated insurance industry private equity fund

=] in 1994, and Risk Capital Reinsurance Company,

In 1994, insurance broking revenue increased 5% over
1993 levels. MMRC contributed approximately $18 million
to the increase resulting from the realization of a portion of

~ 1ts holdings in insurers. Client revenue grew in Continental
Europe reflecting stable premium rates and new business,
and revenue in the United Kingdom rose as a result of growth

surer formed in 1995. Through MMRC, the Company in certain specialty lines, particularly marine, energy and | B
aviation. In the United States, property premium rates were "
generally stable, except for catastrophe coverages such as

for earthquakes in California and coastal windstorm expo- ;
sures, where rates increased. The casualty market in North
America remained flat to dewn on a year-over-year basis. 4

H
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~es compensation in various forms including fees, royal-

1d dividends, as well as realized appreciation in the

»0f the Company’s capital deployed in insurance entities
sted in organizing. These amounts are reflected within

surance services segment in the applicable line of

=38 to which they apply.




Reinsurance Broking Revenue

Reinsurance broking services involve acting as an inter-
mediary for insurance and reinsurance organizations on all
classes of reinsurance. The intermediary assists the insur-
ance underwriter by providing advice, placing reinsurance
coverage with reinsurance organizations worldwide and fupr-
nishing related services. Often reinsurance is used to spread
the risk of primary insurance or the reinsurance thereof o
lessen the concentration of risk with any one insurance or
reinsurance company.

Reinsurance broking revenue in 1995 declined slightly

[from 1994. The effect of lower premium rates for property
catastrophe and liability reinsurance, along with reduced
demand in the London market and a $10 million decrease in
MMRC related revenue, was offset in large part by new busi-
ness. The Company expects premium rates for property
catastrophe reinsurance to continue to decline in the first
part of 1396.

In 1994, reinsurance broking revenue increased 5% over
1893. MMRC contributed approximately $9 million to the
increase resulting from the realization of a portion of its hold-
ings in reinsurers. Excluding these transactions, revenue
increased 2% in 1994 reflecting the impact of higher volume
due to increased capacity for property catastrophe rein-
surance and new business offset, in part, by lower demand

in the London market.

Insurance Program Managemen! Revenue

Insurance program management primarily designs, places
and administers lifg, health, accident, disability, automobile,
homeowners and professional liability insurance programs
for individuals, businesses and their employees, and organi-
zations and their members in North America and the United
Kingdom. In addition, it provides underwriting management
services to insurers. In the United Kingdom, it also provides
personal financial planning and consumer finance services
to members of affinity groups.

Insurance program management revenue increased 2%

in 1995. Revenue for Seabury & Smith, which operates pri-
marily in North America, reached $162 million, an increase
of 7% from 1994. This growth was the result of increased
services provided to corporations and institutions and their
employees, increased insurance placed on behalf of small
businesses, higher revenue from professional liability prod-
ucts in the United States and the acquisition of a U.K.-based
company that specializes in providing professional liability
insurance products. Revenue for the Frizzell Group, which
operates in the United Kingdom, decreased 3% in 1895 to
$144 million as the market for motor and household insur-
ance services was extremely competitive during the year.

On February 7, 1996, the Company signed an agreement

that is expected to lead to the sale of the Frizzell Group for
approximately $289 million. The transaction, which is subject
to various regulatory and other approvals, is expected to be
completed by the end of the second quarter of 1996,

In 1994, insurance program manageient revenue increased
7% over 1993. Within North America, revenue rose 8% in
1994 reflecting increased services provided to corporations
and institutions and increased insurance placed on behaif of
small businesses, as well as growth in professional liability
programs. In the United Kingdom, revenue grew 6% primarily
due to an increase in demand for consumer finance services.
The market for motor and household insurance services in the
United Kingdom became increasingly competitive in 1994.

Interest Income on Fiduciary Funds

Interest income on fiduciary funds increased 3126 in 1995
due to generally higher average short-term interest rates
throughout the world. In 1994, interest income on fiduciary
funds decreased 1% due to lower average short-term interest
rates, particularly in the first half of the year, on funds held
outside North America. During 1994, the decline outside
North America was offset, in large part, as U.S. and Canadian
yields rose steadily during the year.

Expense

Insurance services expenses increased 6% in 1995 primarily
reflecting normal salary progressions and ongoing spending
for technology and systems automation initiatives. The Com-
pany is in the process of developing several major systems
aimed at interfacing with clients and insurance markets
electronically,

Expenses for insurance services rose 5% in 1994 primarily
due to the impact of ongoing spending on technology and sys-
tems automation initiatives and provisions for excess office
space on certain leases.

The results of operations for the Company's insurance ser-
vices segment by geographic area are presented below:

(T millions of doilars) 1995 1984 1993
Revenue:
United States $1,006.9 $1.028.1 $ 971.4
Europe 784.0 709.9 685.3
Canada 93.9 86.7 83.6
Pacific Rim and Other 79.1 61.8 50.2
$1,963.9 $1,886.5 $1,790.5
Operating Income:
United States $186.9 $218.0 $208.2
Europe 155.6 150.3 137.4
Canada 25.9 23.6 19.2
Pacific Rim and Other 20.9 16.2 11.8
$389.2 $406.1 $376.7
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sulling
ympany provides advice and services to the manage-
Of organizations throughout the world in the areas
1an resources, including retirement, health care and
'nsation consulting, and general management, which
“ises strategy, operations, marketing and manufactur-
also provides microeconomic research and analysis.
¥ a few large global consulting firms, Mercer maintains
—ork of offices that serves clients in the major business
‘s around the world.

~sults of operations for the Company’s consulting
-nt are presented below:

J0ns of dollars)

1995 1994 1993
ue $1,056.4 $933.1 $854.8
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Iting services revenue increased 13% in 1995
zand for services in all major praciices increased.
2djusting for the impact of several small acquisitions,
16 grew approximately 11%. Retirement consulting
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~% in 1995 reflecting higher demand in the United

. Continental Burope, and Latin America. Revenue
7% in the global compensation practice, 16% in
A1l management consulting and 10% in health care
_ting in 1995.

nie for consulting services increased 9% in 1994

-red with 1993. After adjusting for the net impact of

| modestly sized acquisitions in Europe, Latin America

Bstralia, revenue grew 8% as demand for services in
ctices increased throughout the year. Compared

303, revenue increased 22% in general management
ting and 13% in the global compensation practice.

ament consulting revenue, which represented 469 of

T1sulting segment, grew 2% in 1094 over 1993 as higher

_d in the United States, Continental Europe, Latin

—a and Australia was partially offset by slight declines

lnited Kingdom and Canada. Health care consulting

me representing 17% of the segment increased 5%

=3

Expense

Gonsulting services expenses increased 13% in 1995 as
compared with 1994, Excluding the effect of acquisitions,
expenses grew approximately 11% reflecting staff growth
consistent with increased demand in general management
and United States retirement consulting as well as higher
Systems-related expenses associated with initiatives to
expand and increase the efficiency of services provided in
the United States. In 1996, the Company expects a moderate
increase in spending on these systems initiatives.

Expenses for the consulting segment increased 9% in 1994.
Excluding the effect of acquisitions, 1994 expenses increased
approximately 79 over 1993 reflecting higher staff levels
consistent with increased demand in general management
and United States retirement consulting as well as higher
expenses assoctated with systems-related initiatives.

The results of operations for the Company's consulting
segment by geographic area are presented below:

(fn millions of dollars} 1995 1994 1993
Revenue;
United States $ 645.0 $586.4 $554.1
Europe 240.6 197.3 173.7
Canada 90.4 78.4 83.3
Pacific Rim and Other 80.4 71.0 43.7
$1,056.4 $933.1 $854.8
Operating Income:
United States $ 60.4 $50.2 $48.5
Europe 33.9 30.1 241
Canada 11.5 11.7 11.8
Pacific Rim and Other 2.9 4.4 1.8
$3108.7 $96.4 $86.2
Investment Management

The Company’s investment management and related services,
which are performed principally in the United States, are
provided primarily under the "Putnam” name. The services
include securities investment advisory and management ser-
vices consisting of investment research and management,
accounting and related services for a group of publicly held
registered investment companies {the “Putham Funds”).
Investment management services are also provided to profit
sharing and pension funds, state retirement systems, univer-
sity endowment funds, charitable foundations, collective
investment vehicles and other domestic and foreign institu-
tional accounts. Putnam serves as transfer agent, dividend
disbursing agent, registrar and custodian for the Putnam
Funds and provides one or more of such services to several
external clients. Putnam also acts as principal underwriter
of the shares of open-end Putnam Funds, selling primarily
through independent broker/dealers and financial institu-
tions, including banks, and also directly to certain large
401(k) plans and other institutional accounts.




Revenue is derived primarily from investment management
fees received from the Putnam Funds and institutional
accounts. Fees paid by the Funds are approved annually

by the trustees or shareholders of the Funds and are charged
at various rates depending on the individual mutual fund

and the level of assets under management and, in the case of
certain institutional accounts, is also based on investment
performance. Putnam also receives compensation for
providing certain shareholder and custody services.

The results of operations for the Company's investment
management segment are presented below:

(fn millions of dolars) 1995 1994 1993
Revenue $750.0 $615.4 $518.1
Expense 506.5 407.2 348.8
Operating Income $243.5 $208.2 $169.3
Operating Income Margin 32.5% 33.8% 32.7%
Revenue

Putnam’s revenue increased 22% in 1995 reflecting con-
tinued growth in the level of assets under management on
which management fees are earned. The higher asset level
reflects significantly higher equity market vatuations, mutual
fund sales and new 401(k) business.

Revenue for Putnam increased 199% in 1994 reflecting strong
growth in the level of agsets under management on which
management fees are earned. The higher asset level reflected
increased institutional and mutual fund sales offset by a
decline in securities market valuations.

Putnam markets its mutual funds through broker/dealers,
financial planners and financial institutions including banks,
Essentially all of Putnam’s mutual funds are available with

a deferred sales charge in lieu of a front-end load. Com-
missions, initially paid by Putnam to broker/dealers for
distributing funds with a deferred sales charge, are recovered
through charges and fees received over a number of years.

Expense

Putnam’s expenses rose 24% in 1995 reflecting the effect of
staff growth and incentive compensation levels consistent
with strong operating performance, costs to develop new sys-
tems which are considered necessary to manage the growth
of Putnam’s client base, and service-related costs including
those for a new client service centier that became operational
in the fourth quarter of 1994,

Expenses for Putnam increased 17% in 1994 reflecting
increased compensation and benefits expense due to staff
level growth consistent with new business, higher incentive
compensation levels commensurate with strong operating

performance and normal satary progressions. The increase
in other operating expenses primarily was due to a higher
volume of business and higher client service-related sys-
Lems costs.

Year-end and average asseis under management are
presented below:

(I biltions of dotlars} 1295 1994 1993
Mutual Funds:
Domestic Equity $ 46.8 $26.2 $20.8
Taxable Bond 26.0 22.8 25.0
Tax-Free Income 16.9 15.2 16.9
International Equity 3.7 3.0 1.6
93.4 67.2 64.3
Institutional Accounts:
Fixed Income 19.0 18.8 19.3
Domestic Equity 8.9 6.7 5.8
International Bquity 4.4 2.6 1.4
32.3 28.1 26.6
Year-end Assets $125.7 $95.3 $90.9
Average Assets $109.2 $93.5 $77.5

Assets under management are affected by fluctuations in
domestic and international bond and stock market prices,

by the level of investments and withdrawals for current and
new fund shareholders and clients, by the development and
marketing of new investment products, and by investment
performance and service to clients. Revenue levels are sensi-
tive to all of the factors above, but in particular, to significant
changes in bond and stock markel valualions.

Putnam provides individual and institutional investors

with a broad range of equity and fixed income investment
products and services designed to meet varying investment
objectives. At the end of 1995, assets held in equity securities
represented 519 of assets under management, compared
with 40% in 1994, while investments in fixed income products
represented 49%, down from 60% last year.

Interest

Interest income earned on corporate funds rose to $17.7 mil-
lion in 1995 compared with $11.8 million in 1994, primarily
due to the higher yields in North America and the United
Kingdom. Interest expense increased to $62.8 million in 1995
from $50.6 million in 1994 due to an increase in commercial
paper borrowings and higher average interest rates on those
borrowings. The higher level of commercial paper borrowings
primarily reflected the Company's share repurchase program
and the Company's $40 million investment in Risk Gapital
Reinsurance Company.
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rest income earned on corporate funds was $11.8 million
994 compared with $11.9 million in 1993 as increased

'ds in North America were offset by lower interest rates in
“ope. Interest expense increased to $50.6 million in 1994
1 $46.1 million in 1993 due to an increase in commercial
rer borrowings and higher average interest rates on those
rowings. The higher level of commercial paper borrowings
994 primarily related to the funding of the Company’s

«@re repurchase program.

some Taxes

: Company's consolidated domestic and foreign tax rates

e 38.0% of income before income taxes in 1995, 39.5% in

14, and 40.5% in 1993. The reduction in the 1995 tax raie

‘ects the implementation of tax minimization strategies,

marily relating to the Gompany's non-U.S. operations. The
“uction in the tax rate in 1994 reflected worldwide savings

vibutable to tax planning strategies. The overall tax rates

- higher than the U.S. statutory rates primarily because

he impact of state and local income taxes.

[uidity and Capital Resources
» Company's cash and cash equivalents aggregated

_28.1 million at the end of 1995, an increase of $33.2 million
m the end of 1994,

rerating Cash Flows

3 Company generated $318.1 million of cash from opera-

18 in 1995 compared with $368.5 million in 1994. These

ounts reflect the net income earned by the Company in

se years adjusted for non-cash charges and working capi-

changes. Included in the cash flow from operations are the

cash requirements of Putnam’s prepaid dealer commis-
s, which amounted to $104.3 million in 1995 compared

h $111.9 million in 1994. The current portion of these pre-

d deater commissions is included in other current assets
-l the long-term portion is included in other assets in the
solidated Balance Sheets. The tax benefit associated with

se prepaid dealer commissions is recorded in deferred
&8, the long-term portion of which is included in other
Dilities in the Consolidated Balance Sheets.

> Increase in receivables in 1995 principally was caused
wevenue growth in the investment management and con-
ting segments. The Company anticipates that internally
rerated funds will be sufficient to meet the Company’s
eseeable recurring cash requirements, including divi-
ds, capital expenditures and scheduled repayments of
-g-term debt.

Financing Cash Flows

Financing activities for the Company reduced cash by

$92.8 million in 1995 and by $189.8 million in 1994. Divi-
dends paid by the Company amounted to $217.0 million

in 1995 ($2.97% per share) and $206.4 million in 1994
($2.80 per share). The Company regularly purchases shares
of its common stock to meet the requirements of the various
stock compensation and benefit programs. The Company
purchased 1.7 million shares in each of the years ended
December 31, 1995 and 1994.

The Company maintains a credit facility with several banks
primarily to support its commercial paper borrowings. This
facility, which expires April 2000, provides that the Company
may borrow up to $500 million at varying market rates of
interest. The Company also maintains other credit facilities,
primarily related to operations located outside of the United
States, aggregating $258.6 millior as of December 31, 1995.

The Company has a fixed rate non-recourse mortgage note
agreement due in 2009 amounting t¢ $200 million, bearing an
interest rate of 9.8%, in connection with its 56% interest in
its worldwide headquarters building. Also related to the pur-
chase and renovation of the building, the Company has an
interest rate swap that fixes the interest rate on $100 million
of commercial paper borrowings at approximately 9.5% until
February 1999.

Frizzell, the U.K.-based insurance program management

firm, has a consumer finance operaiion that provides affinity
group members with a variety of services including insurance
premium financing programs, personal and secured loans,
mortgage loans and credit cards. Many of these loans are
financed by the acceptance of deposits from the affinity

group members and through bank borrowings. The borrow-
ings are under ¢redit facilities maintained with various banks
aggregating $201.8 million. Customer deposits have one- to
three-year terms. The current portion of these deposits is
included in accounts payable and accrued liabilities, and the
long-term portion is included in other liabilities in the Consol-
idated Balance Sheets. The profitability of this operation is
sensitive to interest rate fluctuations as changes in interest
rates can affect the margin between interest earned on assets
and interest paid on liabilities. Risk management instruments
such as interest rate swaps and forward rate agreements are
utilized to limit the effect of interest rate fluctuations en
operating margins.




Investing Cash Flows

The Gompany's capital expenditures. which amounted to
$136.9 million in 1995 and $149.1 million in 1994, have pri-
marily related to computer equipment purchases and the
refurbishing and modernizing of office facilities.

The Company has been instrumental in developing new
sources of insurance capacity. The Company, through MMRC,
maintains a minority ownership interest in the varigus
entities it assisted in organizing. Many of these investments
have been classified as securities available for sale and, as
discussed more fully in Note 11 to the consolidated financial
statements, the aggregate fair value of these holdings is
included in long-term securities in the Consotidated Balance
Sheets. The Company, through Marsh & McLennan Risk Capi-
tal Holdings, expects to continue to manage and develop
further the Company's insurance market making activities.

As previously mentioned, the Company has signed an agree-
ment that is expected to lead to the sale of the Frizzell Group
for approximately $289 million. Completion of the trans-
action is expected by the end of the second quarter of 1996.

Other

The insurance coverage for potential liability resulting from
alleged errors and omissions in the professional services
provided by the Gompany includes elements of both risk
retention and risk transfer. The Company believes it has
adequately reserved for the self-insurance contingencies.
Payments related to the respective self-insured layers are
made as legal fees are incurred and claims are resolved and
generally extend over a considerable number of years. The
amounts paid in that regard vary in relation to the severity of
the claims and the number of claims active in any particular
year. The long-term portion of this liability is included in
other liabilities in the Consolidated Balance Sheets.

The Company’s policy for funding its tax qualified U.S. defined
benefit retirement plan is to contribute amounts at least
sufficient to meet the funding requirements set forth in U.S,
employee benefit and tax laws. As described more fully in
Note 5 to the financial statements, the plan is currently well
funded; consequently, the Company has not been able to
make a tax deductible contribution since 1986. Because this
situation is expected to continue, a 1996 cash contribution
is currently not anticipated. The related long-term pension
liability is included in other liabilities in the Consolidated
Balance Sheets.

The Company contributes to certain health care and life
insurance benefits provided to its retired employees. As

. described more fully in Note 5 to the financial statements,

the cost of these postretirement benefits for employees in

the United States is accrued during the period up to the date
employees are eligible to retire, but is funded by the Company
as incurred. This postretirement liability is included in other
liabilities in the Consolidated Balance Sheets.

Cumulative translation adjustments, a component of stock-
holders’ equity in the Consolidated Balance Sheets, represent
the cumulative effect of translating the financial statements
of the Company’s international operations from functional
currencies to U.S. dollars.




Marsh & McLennan Companies, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF INCOME

IR AT

'=:r the Three Years Ended December 31, 1995

+ millions, except per share figures) 1995 1994 1993
-venue $3,770.3 $3.435.0 $3,163.4
_pense 3,075.4 2,764.7 2,570.6
)erating income 694.9 670.3 592.8
“lerest income 17,7 11.8 11.9
lerest expense (62.8) (50.6) (46.1)
ome before income taxes and cumulative effect of accounting change 649.8 631.5 558.6
-come taxes 246.9 249.5 226.2
some before cumulative effect of accounting change 402.9 382.0 332.4
:mulative effect of accounting change {net of income tax benefit of $7.2) —_ (10.5) —
4 income $ 4029 $ 8715 $ 3324
¢ share data;
:ome before cumulative effect of accounting change $5.53 $5.19 $4.52
Iniative effect of accounting change — (.14) -
't income $5.53 $5.05 $4.52
erage number of shares outstanding 72.9 73.6 73.5

£ accompanying notes are an integral part of these consolidated statements.
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Marsh & McLennan Companies, Inc. and Subsidiaries

CONSOLIDATED BALANCE SHEETS

December 31, 1995 and 1994

(in millions of doitars) 1995 1994
ASSETS
Current assets:
Cash and cash equivalents (including interest-bearing amounts
of $290.4 in 1995 and $265.6 in 1994) $ 328.1 $ 2949
Receivables—
Commissions and fees : 830.5 692.3
Advanced premiums and claims 8.8 78.0
Consumer finance and other 271.5 229.6
1,180.8 999.9
Less—allowance for doubtful accounts (48.3) (44.9)
Net receivables 1,132.5 955.0
Other current assets 2185 196.1
Total current assets 1,679.1 1,446.0
Consumer finance receivables, net 151.3 150.4
Long-term securities 411.8 282.8
Fixed assets, net 757.5 740.3
Intangible assets 729.7 701.0
Other assets 600.1 510.1
$4,329.5 $3.830.6

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Short-term debt $ 571.1 $ 403.0
Accrued compensation and employee benefits 257.4 220.8
Accounts payable and accrued liabilities 485.4 496.7
Accrued income taxes 197.4 218.7
Dividends pavable 58.2 53.1

Total current labilities 1,562.5 1,392.3

Fiduciary liabilities 1,672.6 1,652.1
Less—cash and investments held in a fiduciary capacity (1,672.6) (1.652.1)
Long-term debt, 410.6 409.4
Other liabilities 683.2 568.3

Commitments and contingencies — —

Stockholders’ equity:
Preferred stock, $1 par value, authorized 6,000,000 shares, none issued — —
Common stock, $1 par value, authorized 200,000,000 shares,

issued 76,794,531 shares in 1995 and 1994 76.8 76.8
Additional paid-in capital 155.5 166.1
Retained earnings 1,688.4 1,507.7
Unrealized securities holding gains, net of income taxes 149.2 91.8
Cumulative translation adjustments {86.7) (105.4)

1,983.2 1,736.8
Less—treasury shares, at cost, 4,020,742 shares in 1995 and 3,594,342 shares in 1994 (317.7) (276.2)

Total stockholders’ equity 1,663.5 1,460.6

$4.3295 $3.830.6

The accompanying notes are an integral part of these consolidated statements.
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Marsh & McLennan Companies, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF CAsH FLOWS

rhe Three Years Bnded December 31, 1996

illions of dollars) 1995 1994 1993
rating cash flows:
Net income $402.9 $371.5 $332.4
Depreciation and amortization 135.1 120.6 119.9
Deferred income taxes 34.7 48.0 94.2 E
Other liabilities 2.4) (31.4) 3.0 ;
Cumulative effect of accounting change — 10.5 —
Prepaid dealer commissions (104.3) (111.9) {254.3)
QOther, net (12.4) (14.2) (11.%)
Net changes in operating working capital other than cash and cash equivalents—
Receivables (177.0) (77.7) (38.4)
Other current assets 14.0 {39.2) (8.4)
Accrued compensation and employee benefits 35.6 46.9 17.9
Accounts payable and accrued liabilities 13.0 53.9 (16.2)
Accrued income taxes (9.6) {17.5) 4.3
Effect of exchange rate changes (11.5) 9.0 (4.8)
Net cash generaled from operations 318.1 368.5 238.1
_ancing cash flows:
Net change in debt 174.5 121.0 63.8
Purchase of treasury shares (137.7) (142.8) (49.5)
Issuance of common stock 82.6 68.6 75.6
Dividends paid (217.0) (206.4) (198.5)
Other, net . 4.8 (30.2) (.5}
Net cash used for financing activities (92.8) (189.8) (109.1) )
~gsting cash flows: ,
Additions to fixed assets (136.9) (149.1) (98.8) 1
Acquisitions (6.8) (18.4) (7.8)
Other, net (54.4) {(55.9) (51.7)
Net cash used for investing activities (198.1) (223.4) (158.3)
“ect of exchange rate changes on cash and cash equivalents 6.0 1.6 (9.8)
—rease (decrease) in cash and cash equivalents 33.2 (37.1) (39.1) F
-sh and ¢cash equivalents at beginning of year 294.9 332.0 371.1
sh and cash equivalents at end of year $328.1 3204.9 $332.0 '
= gccompanying notes are an integral part of these consolidated statements.




Marsh & McLennan Companies, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF STOCKHOLDERS EQUITY

For the Three Years Ended December 31, 1995

(in millions of dollars, except per share figures) 1295 1994 1993
COMMON STOCK
Balance, beginning and end of year $ 768 $ 768 $ 1768
ADDITIONAL PAID-IN CAPITAL
Balance. beginning of year $ 166.1 $ 1735 $ 1709
Issuance of shares for acquisitions — — 1.3
Exercise of stock options and related tax benefiis (7.5) (1.9) (1.8)
1ssuance of shares under compensation plans and related tax benefits 3.4 8 2.6
Issuance of shares under employee stock purchase plans and related tax benefits (6.9} (6.3) 5
Balance, end of year $ 15355 8 166.1 $ 1735
RETAINED EARNINGS
Balance, beginning of year $1,507.7 $1,345.7 $1,212.3
Net income 402.9 3715 332.4
Cash dividends declared—(per share amounts:

$3.05in 1995, $2.85in 1994 and $2.70 in 1993) (222.2) (209.5) (199.0)
Balance, end of year $1,688.4 $1,507.7 $1.345.7
UNREALIZED SECURITIES HOLDING GAINS, NET OF INCOME TAXES
Balance, beginning of year $ 916 $ 138.6 $ —
Realized gains, net of income taxes (11.4) (27.6) —
Unrealized gains (losses), net of income Laxes 69.0 (190.4) 138.6
Balance, end of year $ 1490.2 $ 016 $ 138.6
CUMULATIVE TRANSLATION ADJUSTMENTS
Balance, beginning of year $ (105.4) $ (157.5) $ (106.7)
Translation adiustments 18.7 52.1 (50.8)
Balance, end of year $ (86.7) 3 (105.4) $ (157.5)
TREASURY SHARES
Balance, beginning of year $ (276.2) $ (211.8) $ (250.4)
Purchase of ireasury shares (137.7) {142.8) (49.5)
Issuance of shares for acquisitions — — 1.7
Exercise of stock options 274 11.6 30.7
Issuance of shares under compensation plans 14.0 15.8 6.4
Issuance of shares under employee stock purchase plans 54.8 51.0 43.3
Balance, end of year $ (317.7) $ (276.2) $ (211.8}
TOTAL STOCKHOLDERS' EQUITY $1,665.5 $1.460.6 $1,365.3

The accompanying notes are an integral part of these consolidated statements.
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Marsh & MoLennan Companies, Inc. and Subsidiaries

NoTEs To CONSOLIDATED FINANCIAL STATEMENTS

1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

ples of Consolidation: The accompanying consoli-
sinancial statements include the accounts of Marsh &
anan Companies, Inc, and all its subsidiaries (the
many"). Various subsidiaries and affiliates have trans-
-5 with each other in the ordinary course of business.
nificant intercompany accounts and transactions
mcen eliminated.

iary Assets and Liabilities: In its capacity as an
ance broker or agent, the Company collects premiums

nsureds and, after deducting its commissions, remits
-omiums to the respective insurance underwriters;
>mpany also collects claims or refunds from under-
-3 on behalf of insureds. Unremitted insurance pre-

s and claims are held in a fiduciary capacity. Interest
ge on these fiduciary funds, included in revenue,

ated to $102.7 million in 1995, $78.7 million in 1994
79.6 million in 1993.

acollected premiums and claims and the related
ies, amounting to $3.1 billion at December 31, 1995
2.8 billion at December 31, 1994, are not included in
scompanying Consolidated Balance Sheets.

‘tain instances, the Company advances premiums,

ds or claims to insurance underwriters or insureds prior
lection. These advances are made from corporate funds
re reflected in the accompanying Consolidated Balance
'8 as receivables.

pue: Revenue includes insurance commissions, fees
rvices rendered, compensation for services provided in
»ction with the formation and capitalization of various
ars and reinsurers, including gains from sales of inter-
n such entities, commissions on the sale of mutual fund
:g and interest income on fiduciary funds. Insurance
\issions generally are recorded as of the effective date
+ applicable policies or, in certain cases {primarily in the
\any's reinsurance and London market operations}, as
- effective date or billing date, whichever is later. Fees
_-pvices rendered arc recorded as earned. Sales of mutual
shares are recorded on a settiement date basis and
sissions thereon are recorded on a trade date basis,
ordance with industry practice.

Cash and Cash Equivalents: Cash and cash equivalents pri-
marily consist of certificates of deposit and time deposits,
generally with original maturities of three months or less. The
Company maintains a policy providing for the diversification
of cash and cash equivalents to limit the concentration of
credit risk exposure.

Fixed Assets, Depreciation and Amortization: Fixed
assets are stated at cost less accumulated depreciation and
amortization, Expenditures for improvements are capitalized.
Upon sale or retirement, the cost and related accumulated
depreciation and amortization are removed from the accounts
and the resulting gain or loss, if any, is reflected in income.
Expenditures for maintenance and repairs are charged to
operations as incurred.

Depreciation of buildings, building improvemenis, furniture
and equipment is provided on a straight-line basis over the
estimated useful lives of these assets. Leasehold improve-
ments are amortized on a straight-line basis over the periods
covered by the applicable leases or the estimated useful life
of the improvement, whichever is less.

The componenis of fixed assets at December 31, 1995 and
1994 are as follows:

December 31, 1995 and 1994

{In miltions of doilars) 1995 1964
Land and buildings $ 4046 § 388.7
Furaiture and equipment 697.6 640.6
Leasehold and building improvements 293.8 285.5

1.396.0 1,314.8
Less—accumulated depreciation
and amortization (638.5) (574.5)

$ 7575 & 7403

Intangible Assets: Acquisition COSLS 11 6XCESS of the fair
value of net assets acquired are amortized on a straight-line
basis over periods up to 40 years, Other intangible gsseis are
amortized on a straight-line basis over their estimated lives.

Prepaid Dealer Commissions: Essentially ail of the mutual
funds marketed by the Gompany’s investment management
segment are made available with a deferred sales charge. The
related commissions, initially paid by the Company to broker/
dealers for distributing the funds, are recovered through

gy
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charges and fees received over a number of years. The cur-
rent, portion of these prepaid dealer commissions, amounting
to $136.4 million and $99.8 million at December 31, 1995 and
1994, respectively, is included in other current assets in the
Consolidated Balance Sheets. The long-term portion amount-
ing to $424.3 million and $356.6 million at December 31,
1095 and 1994, respectively, is included in other assets in
the Consolidated Balance Sheets.

Capitalized Software Costs: The Company capitalizes
certain computer software costs which are amortized on a
straight-line basis not to exceed five years. Unamortized com-
puter software costs amounting to $9.3 million at December
31, 1995 are included in other assets in the Consolidated
Balance Shest.

Income Taxes: Income taxes provided reflect the current
and deferred tax consequences of events that have been rec-
ognized in the Company's financial statements or tax returns.
U.S. Federal income taxes are provided on unremitted foreign
earnings except those that are considered permanently rein-
vested, which at December 31, 1985 amounted to approx-
imately $315 million. However, if these earnings were not
considered permanently reinvested, under current law, for-
eign tax credits would effectively offset any incremental 1ax
liability which otherwise might be due upon distribution.

Risk Management Instruments: Net amounts received or
paid under interest rate swaps and forward rate agreements
are included in the Consolidated Statements of Income as incurred.

Per Share Data: Per share data is computed using the
average number of shares of the Company’s common stock
outstanding. The dilutive effect of common stock equivalents
is not material.

Estimates: The preparation of financial statements in
conformity with generally accepted accounting principles
requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of reve-
nues and expenses during the reporting period. Actual resulis
could differ from those estimates.

Cumulative Effect of Accounting Change: As discussed
in Note 5. effective January 1, 1994 the Company changed
its method of accounting for postemployment benefits.

Impairment of Long-Lived Assets: In March 1995, the
Financial Accounting Standards Board issued Statement of
Financial Accounting Standards ("SFAS”) No. 121, "Account-
ing for the Impairment of Long-Lived Assets and for Long-
Lived Assets To Be Disposed Of,” which must be adopted no
later than 1996. The standard will require the Company t0
analyze its long-lived assets, including goodwill, for potential
impairment. Management is currently in the process of ana-
lyzing the impact that adoption of this standard will have on
the Company’s financial statements.

2 SUPPLEMENTAL DISCLOSURE TO THE CONSOLIDATED STATEMENTS OF CasH ¥rows

The following schedule provides additional information con-
cerning acquisitions:

borrowings and repayments of commercial paper are shown
below based on originat mauirities.

For the Three Years Ended December 31, 1995

For the Three Years Ended December 31, 1995

{In millions of dolars) 1995 1994 1993 {In millions of dollars) 1995 1994 1993
Purchase acquisitions: Net change in debt
Assels acquired, excluding cash ~ $21.9 $26.5 $35.7 with maturities of
Liabilities assumed (8.6) (3.8) (10.6) three months or less $(35.2) 3380.4 $(16.0
Issuance of debt and other Borrowings with maturities over
obligations (6.5) (4.3) (8.3) three months 604.1 51.3 535.9
Shares issued — — (8.0)  Repayments of debt
Net cash outflow for acquisitions ~ § 6.8 $18.4 $ 78 with maturities
over three months (394.4) (310.7) (456.1)
Net change in debt $174.5 $121.0 $ 638

The following schedule provides details of changes in the
Company's shori-term and long-term debt. Although & portion
of the Company’s commercial paper borrowings is classified
as long-term debt in the Consolidated Balance Sheets,

Tnterest paid during 1995, 1994 and 1993 was $66.0 million,
$48.1 million and $42.1 million, respectively.

Income taxes paid during 1995, 1994 and 1993 were $231.0 mil-
lion, $222.5 million and $122.4 million, respectively.
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3 ACOQUISITIONS AND DISPOSITIONS

1995, the Company acquired a portion of an insurance
business and several consulting businesses for a total

$15.2 million consisting of cash and future obligations

=actions accounted for as purchases. The cost of these

Eions exceeded the fair value of net assets acquired

1) million.

1994, the Company acquired or in¢reased its interest
gal insurance services and consulting businesses for a
ast of $22.7 million consisting of cash and future obii-
. in transactions accounted for as purchases. The cost
= acquisitions exceeded the fair value of net assets
=d by $21.1 million.

1093, the Company acquired several insurance brok-
I consulting businesses for a total cost of $26.7 million

in transactions accounted for as purchases. The purchase
price of these acquisitions consisted of $17.7 million in cash
and future obligations and 104,556 shares of the Gompany’s
common stock having a fair market vaiue of $9.0 million.
The total cost of these acquisitions exceeded the fair value
of net assets acquired by $24.6 million.

The effect of these acquisitions was not material to the
Company's results of operations.

On February 7, 1996, the Company signed an agreement

that is expected to lead to the sale of the Frizzell Group for
approximately $289 million. The transaction, which is subject
to various regulatory and other approvals, is expected to be
completed by the end of the second quarter of 1996.

4 INCOME TAXES

> hefore income taxes shown below is based on the
yphic location to which such income is attributable.

gh income taxes related to such income may be
-ed in more than one jurisdiction, the income tax provi-
Heresponds to the geographic location of the income.

The significant components of deferred income tax assets
and liabilities and their balance sheet classifications are
as follows:

December 31, 1995 and 1994

{In millions of dollars} 1995 1994
Three Years Ended December 31, 1995 Deferred tax assets:
ons of dollars) 1995 1004 1993 Accrued expenses not currently deductible $179.1 $171.5
: Accrued retirement benefits 78.4 75.9
before income taxes and . .
lative effect of accounting Differences related to non-U.S. operations 46.7 52.8
oe: Other 17.5 15.7
3. $381.2 $377.5 $340.6 321.7 315.9
her 268.6 254 0 218.0 Valuation allowance (25.2) (24.7}
$649.8 $631.5 $558.6 $296.5 $201.2
taxes: Deferred tax liabilities:
ent— Depreciation and amortization $ 33.9 $ 33.3
3. Federal $ 889 $ 999 $ 29.9 Prepaid deater commissions 254 4 207.5
her national governments 82.0 71.8 74.7 Safe harbor leasing 22.4 28.4
3. state and local 41.3 29.8 27.4 Unbilled revenue 27.0 23.0
Unrealized securities holding gains 814 4981
222 2015 1820 Differences related to non-U.S. operations 68.2 65.7
F“;?— | ) Other 12.1 20.1
3. Federa 4.7 15.5 74.1
her national governments 9.2 18.9 6.3 $499.4 §427.1
3. state and local 8 13.6 13.8 Balance sheet classifications:
34.7 48.0 94.2 Other current assets $ 5.0 $ 5.3
Accrued income taxes 19.0 27.4
come taxes $246.9  $2495  $226.2 Other liabilities 188.9 113.8

The valuation allowance relates to certain foreign deferred
income tax assets.
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A reconciliation from the U.S. Federal statutory income tax
rate to the Company’s effective income tax rate is as follows:

For the Three Years Ended

December 31, 1895 1995 1994 1993
U.8. Federal statutory raie 35.0% 35.0% 35.0%
U.S. stale and local income taxes—net of

[.8. Federal income tax benefit 4.2 4.5 4.8
Differences related to non-U.8. operations .9) (.3 9
Other (.3) 3 (.2)
Effective tax rate 38.0% 39.5% 40.5%

Taxing authorities periodically challenge positions taken by
the Company on its tax returns. On the basis of present infor-
mation and advice received from counsel, it is the opinion of
the Company's management that any assessments resuliing
from current tax audits will not have a maierial adverse
effect on the Company’s consolidated results of operations
or its consolidated financial position.

5 RETIREMENT BENEFITS

The Company maintains pension or profit sharing plans for
substantially all employees.

Defined Benefit Plans—U.S.: The Marsh & McLennan Com-
panies Retirement Plan provides benefits to eligible U.S. employ-
ees. The benefits under this ptan are based on the participants’
length of service and compensation, subject 10 the Employee
Retirement Income Security Act of 1974 and Internal Revenue
Service (IRS) limitations. The funding policy for this plan is to
contribute amounts at least sufficient to meet the requirements
set forth in U.S. employee benefit and tax laws. The plan asseLs
are invested primarily in listed stocks, corporate bonds and

1J.5. Government Securities.

The Marsh & McLennan Companies Benefit Equalization
Program provides those retirement benefits Lo which U.S.
employees would otherwise be entitled under the Marsh &
McLennan Companies Retirement Plan if not for IRS limitations.

The Marsh & McLennan Companies Supplemental Retirement
Program provides a minimum level of retirement benefits Lo
employees based on the participants’ length of service and
compensation. The program provides benefits to participants
10 the extent that the minimum benefit exceeds the aggregate
retirement benefit provided by the Marsh & McLennan Com-
panies Retirement Plan, the Marsh & McLennan Companies
Benefit Equalization Program and Social Security.

The Company has a plan of funding the vested benefits
under the Benefit Equalization and Supplemental Retirement
Programs by purchasing annuity contracts periodically.

The components of pension cost for the U.S. defined benefit
plans are as follows:

For the Three Years Ended December 31, 1995

(In millions of dollars} 1995 1994 1993
Service cost $245  $25.7 8233
Interest cost on projected benefit obligations 56.0 50.7 46.9
Expected resurn on plan assels (73.0) (70.1)  (59.2)
Net amortization (6.9) (2.0} (4.6)
$ 6 $43 $64
The actual returns on plan assets were $167.2 million,
$4.3 million and $95.1 million for 1995, 1994 and 1993,
respectively. These returns reflect the general securities
market conditions experienced in the respective years.
The funded status of the U.S. defined benefit plans and
the actuarial assumptions used to measure the projected
benefit obligation are as follows:
December 31, 1995 and 1994
(fn millions of doHars) 1995 1994
Actuarial present value of accumulated
benefit obligation:
Vested $663.4 §$530.8
Nonvested 19.9 18.2
$683.3 $549.0
Projected benefit obligation $783.8 $655.9
Fair value of pian assets 8411 695.2
57.3 39.3

Unrecognized net gain from past experience

differens from that assumed (91.2) (90.0)
Unrecognized prior service cost 27.7 34.1
Unrecognized SFAS No. 87 transition amount (41.5) (46.1)

Accrued pension liability $(47.7) $(62.7)

Actuarial assumptions:

Discount rake 7.5% 8.75%
Weighted average rate of compensation increase 4.25% 6%
Expected long-term rate of return on plan assets 10% 10%
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005, the discount rate used to value the liabilities of the

_ defined benefit plans was decreased to reflect current

=rest rates of high quality fixed income debt securities.
umptions, including projected compensation increases

_potential cost of living adjustments for retirees, were

- revised to reflect current expeciations as to fuiure levels

nflation. The increase in the accumulated benefit obliga-

1 and the projected benefit obligation refiects, in part, the
impact of the change in these assumptions.

fined Benefit Plans—Non-U.S.: The Company maintains
~jous plans that provide benefits to eligible non-U.S.

ployees. The benefits under these plans are based on the
pticipants’ length of service and compensation. The funding
licy for these plans is to contribute amounts at least sufii-
-nt to meet the requirements under foreign government
sulations. The plans’ assets are primarily invested in listed
scks, bonds and time deposits.

-e components of pension expense for the significant non-
=, defined benefit plans are as follows:

+ the Three Years Ended December 31, 1995

milifons of doliars) 1995 1994 1993
rvice cost $34.7  $32.3  $29.8
erest cost on projected benefit obligations  57.2 45.1 46.7
pected return on plan assets (82.1) {68.4) (67.1}
t amortization (6.4) 6.9) (6.7)

$34 $21 §27

. actual returns on plan assets were $139.6 million,
31.7) million and $160.4 million for 1995, 1994 and 1993,
spectively. These returns reflect the general securities
arket conditions experienced in the respective years and
e impact of currency exchange rate fluctuations.

The funded status of the significant non-U.S. defined benefit
pians and the weighted average actuarial assumptions used
to measure the projected benefit obligation are as follows:

December 31, 1995 and 1994

(In mittions of doilars) 1995 1994
Actuarial present value of accumulated
benefit obligation:
Vested $614.4 $542.4
Nonvested 6.4 6.3

$620.8 $548.7

Projected benefil obligaiion $720.1  $643.5
Fair value of plan assets 908.4 763.0
188.3 119.5

Unrecognized net (gain) loss from past gxperience

different from that assumed (56.1) 2.7
Unrecognized prior service benefit (4.0) (4.4)
Unrecognized SFAS No. 87 transition amount (28.7) (34.9)
Prepaid pension cost $ 995 §$ 900
Actuarial assumptions:

Discount rate 8.4% 8.9%

Weighted average rate of compensation increase 6.3% 6.9%

Expecied long-term rate of return on plan assets 98% 10.3%

In 1995, the discount rates used to value the liabilities of the
non-U.S. plans were decreased 1o reflect current worldwide
interest rates. Assumptions, including projected compensa-
tion increases and potential cost of living adjustments for
retirees, were also revised to reflect current expectations as
to future levels of inflation. The increase in the accumulated
benefit obligation and the projected benefit obligation reflect,
in part, the impact of the change in these assumptions and
the impact of foreign exchange rate fluctuations.

Postretirement Benefits: The Company contributes to the
cost of certain health care and life insurance benefits provided
to its retired employees. The cost to the Company of these
posiretirement benefits is principally associated with
employees in the United States, as retired employees outside
the United States receive these benefits, in large part, from
governmental health care programs. United States empioyees
become eligible for these bensfits if they attain retirement age
while working for the Company, subject in certain instances o
minimum service requirements. The amount of the Company’s
contribution for active employees who were not eligible to
retire at January 1, 1991 is based, in part, on their length of
service with the Company. The cost of these postretirement
benefits is accrued during the period up to the date employees
are eligible to retire, but is funded by the Company as incurred.

3
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The components of the United States postretirement benefits
costs are as follows:

For the Three Years Ended December 31, 1995

(In miltions of dollars} 1995 1994 1993
Service cost $1.4 $1.6 $1.7

Interest cost on accumulated
postretirement benefits 6.6 6.2 7.0
Net amortization (.6) — —
$7.4 $7.8 38.7

The accumulated postretirement benefit obligation at Decem-
ber 31, 1995 and 1994 is as foilows:

December 31, 1995 and 1994

(in millions of doilars) 1995 1994
Retirees $59.5 $51.4
Fully eligible active plan participants 14.3 12.9
Other active plan participants 18.9 14.4

92.7 78.7

Unrecognized net gain from past experience
different from that assumed 5.5 14.9

$98.2 $93.6

Accrued postretirement liability

The discount rates used in determining the accumulated
postretirement benefit obligations were 7%296 and 8%4% for
1995 and 1994, respeciively. The assumed health care cost
trend rate was approximately 9% in 1995, gradually declining
to 4% in the year 2040. A 1% increase in the assumed health
care cost trend rates for each year would increase the
accumulated postretirement benefit obligation as of Decem-

ber 31, 1995 by $11.4 million and the postretirement benefit
expense for the year then ended by $1.0 million.

In 1995. the discount rate used to value the accumulated
postretirement benefit obligation was decreased to reflect
current interest rates of high quality fixed income debi
securities. The ingrease in the accumulated postretirement
benefit obligation primarily reflects the impact of the change
in the discount rate.

Defined Contribution Plans: The Company maintains cer-
tain defined contribution plans for its employees, including
the Marsh & McLennan Companies Stock Investment Plan
(“SIP™) and the Putnam [nvestments, Inc. Profit Sharing
Retirement Plan (the “Putnam Plan™). Under these plans,
eligible employees may contribute a percentage of their base
salary, subject o certain limitations. For the SIF, the Com-
pany matches a portion of the employees’ contributions,
while under the Putnam Plan the contributions are at the
discretion of the Company subject to IRS limitations. The
cost of these defined contribution plans was $35.3 million,
$32.6 million and $31.3 million for 1995, 1994 and 1993,
respectively.

Postemployment Benefits: Effective January 1, 1994,

the Company adopted SFAS No. 112, “Employers” Accounting
for Postemployment Benefits.” The cumulative effect of the
change in accounting recorded in 1994 amounted to $10.5 mil-
lion ($.14 per share). This noncash charge represents the
accumulated postemployment benefit obligation at January 1,
1994 ($17.7 miliion), partially reduced by a deferred income
tax benefit ($7.2 million).

6 STOoCK BENEFIT PLANS

Incentive and Stock Award Plan: In 1992, the Company’s
stockholders approved the Marsh & McLennan Companies,
Inc. 1992 Incentive and Stock Award Plan (the “1992 Plan”)
under which awards may be granted to employees of the Com-
pany. The types of awards permitted include stock options,
restricted stock, restricted stock uniis payable in Company
common stock or cash, and other stock-based awards. The
Compensation Committee of the Board of Directors {the
“Compensation Committee™) determines, in it discretion,
which eligible employees will receive awards, the types of
awards to be received and the terms and conditions thereof.
The plan contains provisions which, in the event of a change
in control of the Company, may accelerate the vesting of the
awards. Awards relating to not more than 8,200,000 shares
of common stock, plus such number of shares remaining
unused under the 1988 Incentive and Stock Award Plan (the

1088 Plan"), which was terminated as to future awards and
superseded by the 1992 Plan, may be made over the five-year
life of the 1992 Plan. There were 3,633,216 and 4,472,855
shares available for awards at December 31, 1995 and 1994,
respectively.

Stock Options: Options granted under the 1992 Plan may be
designated as incentive stock options or as non-qualified
stock options. The Compensation Committee shall determine
the terms and conditions of the option, including the time or
times at which an option may be exercised, the methods by
which such exercise price may be paid and the form of such
payment. Except under certain limited circumstances, no
stock option may be granted with an exercise price of less
than the fair market value of the stock at the time the stock
option is granted.
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option transactions under the 1992 Plan and prior
are as follows:

Exercise Price

Shares Per Share
—e al January 1, 1993
n08.485 exercisable) 5,025,285 $22%/45-92 Ve
nted 3,550,970 $81%4 -93%
reised {494,337) $2254,-T9%6
sfeited {159.670) $55%6 -93%
e al December 31, 1993
206,018 exercisable) 7.922.248 $2224,-93%
anted 609.600 $74'%16-88
=reised (186,287 $22294:-T9%s
~feited (224,410) $49% -93%
ce at December 31, 1994
193,481 exercisable) 8,121,141 $33%6 -93%
mnted 1,132,790 $76% -B6%
=reised (359,616) $33%6 -81%
~feited (173,520 $49% -93%
_ce at December 31, 1995
5362.022 exercisable) 8,720,795 $412 -93%

—

wicted Stock: Under the 1992 Plan, restricted shares of the

pany's common $iock may be awarded and shall be subject
ch restrictions on transferability and other restrictions, if

.as the Compensation Committee may impose. The Com-
ation Committee may also determine when and under

- circumstances the restrictions may lapse and whether

sarticipant shall have the rights of a stockholder, including,

it limitation, the right to vote and receive dividends.
ss the Compensation Committee determines otherwise,
~icted stock that is still subject to restrictions shall be for-
d upon termination of employment.

-e were 95,800, 58,900 and 68,500 restricted shares

ted in 1995, 1994 and 1993, respectively, under the 1992

. The Company recorded compensation expense of $5.7 mil-

$4.9 million and $6.4 million in 1995, 1994 and 1993,
-ectively, related to these shares. Shares that have been
ted become unrestricted at the earlier of January 1 of the
enth year following the grant or the recipient's normal
~ement date or, for shares granted after 1987, the recipient’s
g retirement date if later than the normal retirement date.

yricted Stock Units: Restricted stock units, payable in
~k ot cash, may be awarded under the 1992 Plan. The
apensation Committee shall determine the restrictions
_uch units, when the restrictions shall lapse, when the

shares of stock shall vest and be paid. and upon what terms
the units shall be forfeited.

There were 67,564, 33,818 and 8,300 restricted stock units
awarded during 1995, 1994 and 1993, respeciively, under the
19972 Plan. The Company recorded compensation expense of
$2.9 million, $2.5 million and $2.3 million in 1995, 1994 and
19903, respectively, related to restricted stock units.

Stock Purchase Plans: In May 1994, the Company’s stock-
holders approved an employee stock purchase plan (the
“1994 Plan”} to repiace the 1990 Employee Stock Purchase
Plan which terminated on September 30, 1994 following

its fourth annuat offering. Under these plans, eligible
employees may purchase shares of the Company’s common
stock, subject to certain limitations, at prices not less than
85% of the lesser of the fair market value of the stock at the
beginning or end of any offering period. Under the 1994 Plan,
n¢ more than 4,000,000 shares of the Company’s common
stock plus the remaining unissued shares in the 1990 Plan
may be sold. Employees purchased 682,000, 649,000 and
574,000 shares in 1995, 1994 and 1993, respectively. At
December 31, 1995, 3,749.000 shares were available for
issuance under the 1994 Plan. During 1995, the Company’s
Board of Directors approved the Marsh & McLennan Gom-
panies Stock Purchase Plan for International Employees (the
“International Plan”) which is similar to the 1994 Flan. Under
the International Plan, no more than 500,000 shares of the
Company's common stock may be sold. At December 31, 1995,
500,000 shares were available for issuance under the
International Plan.

Stock-Based Compensation: In October 1995, the Finan-
cial Accounting Standards Board issued SFAS No. 123,
“Accounting for Stock-Based Compensation,” which must be
adopted no later than 1996. This standard will require the
Company to elect either the fair value method of accounting
for stock-based compensation or the intrinsic value method
contained in Accounting Principies Board (“APB™) Opinion
No. 25, “Accounting for Stock Issued to Employees” with
additional pro forma disclosures. Accordingly, the Company
plans to continue accounting for stock-based compensation
in accordance with APB Opinion No. 25 and will provide the
additional disclosures required by SFAS No. 123. The adop-
tion of this standard will not have an impact on the Gompany's
financial position or resuits of operations.

7 LONG-TERM OBLIGATIONS

Company leases office factlities, equipment and
Symobiles under noncancelable operating leases. These
ses expire on varying dates; in some instances contain
ewal and expansion options; do not restrict the payment

jvidends or the incurrence of debt or additicnal lease

obligations; and contain no significant purchase options.

In addition to the base rental costs, occupancy lease agree-
ments generally provide for rent escalations resulting

from increased assessments for real estate taxes and other
charges. Approximately 93% of the Company’s lease
obligations are for the use of office space.
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The accompanying Gonsolidated Statements of Income
inciude net rental costs of $218.1 million, $206.7 million
and $198.2 million for 1995, 1994 and 1893, respectively,
after deducting rentals from subleases ($9.1 million in
1995, $8.8 million in 1994 and $7.9 million in 1993).

At December 31, 1995, the aggregate future minimuin
rental commitments under all noncancelable operating lease
agreements are as follows:

During 1994, the Company entered into agreements with
various service companies to outsource certain information
systems activities and responsibilities which previously were
performed by the Company. Under these agreements, the
Company is required to pay minimum annual service charges.
Additional Fees may be payable depending upon the volume of
transactions processed with all future payments subject to
increases for inflation. At December 31, 1995, the aggregate
fixed future minimum commitments under these agreements
are as follows:

For the Years Ending Gross Rentals Net,
December 31, Rental from Rental
{In millions of dollars) Commitmenis  Subleases  Commitments . Fuature
For the Years Ending December 31, Minimum
1996 $ 178.1 $ 9.3 B 1688y minions of doiars) Commitments
1997 158.2 8.0 151.7
1998 123.3 43 1190 9% $ 289
1999 102.1 3.7 98.4 1997 2.9
2000 85.5 2.5 g3p 1998 247
Subsequent years 476.6 14.7 461.9 ;%%% 133
$1,123.8 $41.0 $1.0828  gupsequent years 30.5
$133.0

8 CONSUMER FINANCE QPERATION

The Company’s insurance program management operation in
the United Kingdom inciudes Frizzell Bank Limited (“"FBL"),
an authorized institution under the United Kingdom Banking
Act 1987. FBL provides affinity group members with a variety
of financial services including insurance premium financing
programs, unsecured and secured loans and credit cards.
These loans are financed by the acceptance of deposits from
the affinity group members and ihrough bank borrowings.

Consumer finance receivables, which include both fixed and
variable rate loans, bear interest at prevailing market rates.

A summary of consumer finance receivables at December 31,
1995 and 1994 is as follows:

December 31, 1995 and 1994

(In millions of dollars) 1995 1994
Receivable within one year $142.2 $145.5
Receivable afler one year 157.6 157.6
209.8 303.1
Less—allowance for doubtful accounts (10.9) (12.0)
$288.9 $201.1

Customer deposits, which have one to three year terms

at fixed interest rates, amounied to $988.9 million and

$94.1 million at December 31, 1995 and 1994, respectively.
The long-term portion of these customer deposits amounted
to $60.9 million and $28.6 million at December 31, 1995
and 1994, respectively, and are included in other liabilities
in the Consolidated Balance Sheets. The current portion

of customer deposits is included in accounts payable and
accrued liabilities.

FRL's results of operations can be affected by interest rate
fluctuations as changes in interest rates could impact the
margin between interest earned on assets (consumer finance
receivables) and interest paid on liabilities (borrowings and
customer deposits). Risk management instruments such as
interest rate swaps and forward rate agreements are utilized
to protect margins from the effects of these fluctuations.
These risk management instruments help maintain the bal-
anced relationship between fixed rate assets and fixed rate
liabilities within limits set by Company policy. If fixed rate lia-
bilities are greater than fixed rate assets, a risk management
instrument generally is utilized to transform the excess fixed
rate liability into a variable rate liability (“variable rate lia-
bilities”). This strategy protects the margin between interest
earned on variable rate assets and interest paid on fixed rate
liabilities. Conversely, when fixed rate assets are greater
than fixed rate liabilities, a risk management instrument gen-
erally is utilized to convert excess variable rate liabilities into
fixed rate liabilities (“fixed rate liabilities”). This strategy
protects the margin between interest earned on fixed rate
assets and interest paid on variable rate liabilities. FBL only
enters into risk management instriments to hedge against
the effects of changes in interest rates and does not hold or
issue such instruments for trading purposes.

FBL and the Company have developed detailed operating pol-
icies to provide control over risk management instruments.
Approval of each transaction is required by an appointed
treasury committee and procedures are in place for the
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execution of each risk management instrument. In
T, periodic reviews are performed by the Company’s
-5 to ensure FBLs compliance with the Company's policies.

b risk management instruments have a credit risk from
_ential non-performance by the counterparties to these
stions. The Company altempts to limit its credit risk
re by dealing with counterparties that satisfy certain
al standards and by limiting the net notional amount
pansactions with a particular counterparty. Regular
-rgviews of the counterparties are performed to ensure
ance with the Company's policies. The amount of credit
restricted to the amount of any hedge gain and is
w2rial 10 the Company’'s consolidated financial statements.

Blowing table illustrates the gross notional amount

~alance sheet interest rate swaps and forward rate

nents outstanding and their weighted average interest
Variable rates are based upon the London Inter-bank

-d Rate ("LIBOR") on the latest reset date included
underlying contracts and are subject to fluctuations.

anding contracts at December 31, 1995 expire from

Ko 1899,

December 31. 1995 and 1994

(in millions of dollars) 1995 1994

Variable rate liabilities—notional amount $18.6 $ 86
Average fixed rate received 6.7% 5.6%
Average variable rate paid 6.7% 6.1%

Fixed rate liabilities-—notional amount $88.4 $75.7
Average fixed rate paid 7.3% 7.5%
Average variable rale received 6.8% 6.2%

FBL has also entered into forward start swaps and forward
start forward rate agreemenis having a gross notional
amount of $21.3 million at December 31, 1995. Under these
agreements, FBL will pay average fixed rates of 9% on

fixed rate liabilities of $7.8 million, and receive average
fixed interest rates of 6.6% on variable rate liabilities of
$13.5 million. The weighted average variable rates for these
agreements will be based upon LIBOR on the effective date
of the contract.

The difference between amounts paid 10 and amounts
received from the counterparties is included in revenue
in the Consolidated Statements of Income.

9 SHORT-TERM DEBT

wmpany's outstanding short-term debt is as follows:

aber 31, 1995 and 1994

Jiong of doiiars) 1995 1994
percial paper $352.0 $208.3
aner finance borrowings 135.6 99.6
=03s 79.7 —
-1t portion of long-term debt 3.8 5.1

$571.1 $403.0

_

weighted average interest rate on outstanding borrow-
3t December 31, 1995 and 1994 is as follows:

The Company maintains a credit facility with several banks
primarily to support its commercial paper borrowings. This
facility, which expires April 2000, provides that the Company
may borrow up to $500 million at varying market rates of
interest. Commitment fees ranging between ¥io% and 4% per
annum are payable on any unused portion. The facility
requires the Company to maintain consolidated tangible net
worth of at least $300 million and containg other restrictions
relating to consolidations, mergers and the sale or pledging
of assets.

The Company’s consumer finance operation maintains
credit facilities with various banks aggregating $201.8 mil-

mber 31, 1995 and 1994 1995 1994 }ion. The Company also maintains other credit facilities,
:f:::‘f:npaanpce;bomwm . ?-gg/f’ g-m primarily related to operations located outside of the United
Roans € 4'qu 7 States, aggregating $258.6 million, which includes a new

m—— . facility entered into during 1995 with two German banks.
As of December 31, 1995, $79.7 million of this new facility,
which totalled $131.9 million, was utilized and expires

on March 29, 1996.




10 LonG-TERM DEBT

The Company's cutstanding long-term debt is as follows:

December 31, 1995 and 1994
(In millions of dollars) 1995 1994

Commercial paper $200.0 $200.0
Mortgage—9.8% due 2009 200.0 200.0
Mortgage—7.25% due 1999 3.9 3.9
Other 10.5 10.6
414.4 414.5

Less current portion 3.8 5.1
$410.6 $409.4

The Company has a 20-year fixed rate non-recourse mortgage
note agreement amounting to $200 million, bearing an inter-
est rate of 9.8%, in connection with its 56% interest in its
worldwide headquarters building. In the event the mortgage
is foreclosed foilowing a default, the Company would be
entitled 1o remain in the space and would be obligated to pay
rent sufficient to cover interesi on the notes or, starting in
1999, at fair market value if greater. At December 31, 1905
and 1994, commercial paper borrowings amounting to $200
million have been classified in the Consolidated Balance

Sheets as long-term debt based on the Company’s intent and
ability to maintain or refinance these obligations on a long-
term basis. The Company has an interest rate swap which
was entered into as part of the acquisition and renovation of
the Company's worldwide headquarters which fixes the inter-
st rate at approximatety 9.5% on $100 million of commercial
paper borrowings uniil February 1999. The welghted average
interest rate on this swap at December 31, 1995, 1994 and
1993 was 6.1%, 4.6% and 3.2%, respectively. The difference
between the fixed rate and the weighted average rate is
included in interest expense in the Consolidated Statements
of Income.

Other long-term debt primarily includes loans retated to the
purchase of equipment.

Scheduled repayments of long-term debt, excluding the com-
mercial paper described above, in 1996 and in the three
succeeding years are $3.8 million, $2.9 million, $1.7 million,
and $4.0 miltion, respectively. No repayments are scheduled
for the year 2000.

11 FINANCIAL INSTRUMENTS

The estimated fair value of the Company's significant financial
instruments is provided below. Certain estimates and judg-
ments were required to develop the fair value amounts. The
fair value amounts shown below are not necessarily indica-
tive of the amounts that the Company would realize upon
disposition nor do they indicate the Company's intent or abil-
ity 1o dispose of the financial instrument.

Cash and Cash Equivalents: The estimated fair value of the
Company’s cash and cash equivalents approximates their
carrying value.

Long-term Investments: The Company has certain long-
term investments, amounting to $77.5 million and $27.8 mil-
lion at December 31, 1995 and 1994, respectively, which are
carried on a cost basis. The Company has estimated, using
various accredited valuation techniques, that the fair value of
these investments approximates their carrying value.

Consumer Finance Receivables and Customer Deposits:
The fair value of consumer finance receivables and customer
deposits approximates their carrying value.

Short-term and Long-term Debt: The fair value of the
Company’s short-term debt, which consists primarily of com-
mercial paper borrowings and consumer finance borrowings,
approximates its carrying value. The estimated fair value of
the $200 million mortgage on the Company’s worldwide head-

guarters building is approximately $250 million and $213
million at December 31, 1995 and 1994, respectively, based
on discounted future cash flows using interest rates avaliable
for debt with similar terms and remaining maturities.

Ofi-balance Sheet Instruments: The fair value of the Com-
pany’s $100 million interest rate swap has been estimated as
a liability of approximately $13 million and $7 million at
December 31, 1995 and 1994, respectively. The fair value of
FBL's interest rate swaps and forward rate agreements was
estimated as a payable of approximately $1 million at Decem-
ber 31, 1995 and 1994, respectively. These calculations are
based on discounted future cash flows taking into account the
current interest rate environment,.

Unrealized Sccurities Holding Gains: Effective December
31, 1993, the Company adopted SFAS No. 115, “Accounting for
Certain Investments in Debt and Equity Securities.”

The Company has classified as available for sale primarily
equity securities having an aggregate fair value of $334.3 mil-
lion and $255.0 million at December 31, 1995 and 1994,
respectively. Gross unrealized gains, amounting to $230.6
million and $140.7 million at December 31, 1995 and 1994,
respectively, have been excluded from earnings and reported
as a separate component of stockholders’ equity, net of
deferred income taxes.
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=eds from the sale of available for sale securities for the
= ended December 31, 1995 and 1994 were $53.7 million
254.7 million, respectively. Gross realized gains on avail-
Eor sale securities sold during 1995 and 1994 amounted

3.2 miilion and $38.0 million, respectively. The cost of
-ities sold is determined using the average cost method
Juity securities.

A portion of insurance fiduciary funds which the Company
holds to satisfy fiduciary obligations is invested in high qual-
ity debt securities which are generally held to maturity. The
difference between cost and fair value of these investments is
not material.

12 SHAREHOLDER RIGHTS PrLAN

=r the Company’s Shareholder Rights Plan each common
e has one Right attached to it. Under the plan, the Rights

rally become exercisable after a person or group (i)

ires 15% or more of the Company's outstanding common
= oI (ij) commences a tender offer that would result in

person or group owning 30% or more of the Company’s
non stock. When the Rights first become exercisable, a
et will be entitled to buy from the Company one one-
dredth of a share of a new series of Series A Junior Par-
-ating Preferred Stock of the Company at a purchase price
210, Alternatively, if any person acquires 15% or more of
“Jompany’s common stock except pursuant to an offer for

all shares at a fair price or if a 15% holder acquires the
Company by means of a reverse merger in which the Com-
pany and its stock survive, each Right not owned by a 15% or
more shareholder would become exercisable for common
stock of the Company (or, in certain circumstances, other
consideration) having a market value equal to twice the exer-
cise price of the Right. If the Company is involved in a merger
or other business combination when there is a 15% or more
stockholder of the Company, the Rights will entitle a holder to
buy shares of common stock of the acquiring company having
a market value of twice the exercise price of each Right. The
Rights expire on September 28, 1997, unless redeemed earlier.

13 Cramvs, LawsulTs AND OTHER CONTINGENCIES

Company and its subsidiaries are subject to claims
lawsuits that arise in the ordinary course of business,
sisting principally of alleged errors and omissions in con-
sion with the placement of insurance or reinsurance and
>ndering consulting and investment services. Some of
se claims and lawsuits seek damages, including punitive
mages, in amounts which could, if assessed, be significant.

ong these is a group of claims relating to refnsurance con-
~1s placed by reinsurance broking subsidiaries of the
1pany that were called into question by certain reinsurers.
eneral, these contracts concern so-called run-off
wsures under which reinsurers assumed some or all
maining liability for claims against Lloyd's syndicates or
ep [Londen insurers on policies, typically written in the
tover a period of many years and sometimes without
regate limits. The initial disputes, primarily between rein-
sers and cedants, concerned these contracts, and have
sely been resolved by negotiation, arbitration or litigation.
e recently, related disputes, including litigation, have
sen or been deferred by agreement between the members
_yndicates, their underwriting and members’ names agen-
= and, in some cases, subsidiaries of the Company. The
dicate members have experienced significant and continu-
losses on policies, some of which were the subject of run-

off reinsurance contracts that have been voided or compro-
mised. The Company believes that its subsidiaries performed
their reinsurance broking services in conformity with
accepted and customary practices in the London market.

Subsidiaries of the Company in the course of their consulting
and insurance activities in prior years advised certain clients
in connection with their purchase of gnaranteed investment
contracts and annuities issued by Executive Life Insurance
Company, which is in rehabilitation under the supervision of
the California Insurance Department. Some of those clients
as well as the Company’s subsidiaries have been or may be
involved in claims or lawsuits relating to losses in connection
with those investments. In some instances, the subsidiaries
have entered into agreements extending the time in which
possible claims may be asserted against them, or have
engaged in negotiating the deferral or resolution of claims
and litigation. The Company believes that its subsidiaries
acted in a proper and professional manner in connection with
these matiers.

On the basis of present information, available insurance cov-
erage and advice received from counsel, it is the opinion of
the Company’s management that the disposition or ultimate
determination of these claims and lawsuits will not have a
material adverse effect on the Company's consolidated
resuits of operations or its consolidated financial position.




14 SEGMENTATION OF ACTIVITY BY TYPE OF SERVICE AND GEOGRAPHIC AREA OF QPERATION

The Company, a professional services firm, operates in three personnel. General corporate assets primarily consist of cash
principal business segments: insurance services, consulting and cash equivalents, deferred income tax assets and a por-
and investment management. Operating income for each type tion of the Company's headquarters building.

of service is after deductions for ail directly related expenses
and altocations of common expenses. General corporate
expenses primarily are comprised of employee compensation
and benefits and related occupancy costs for administrative

The following table presents information about the Company’s
operations by type of service and geographic area:

For the Three Years Ended December 31, 1095
Depreciation &

Operating Identifiable Amortization Capital
{In millions of dallars} Revenue Income Assels of Fixed Assets Expenditures
Type of Service:
1995—
Insurance Services $1,963.9 $389.2 $2,193.6 $ 65.6 $ 772
Consulting 1,056.4 108.7 638.4 20.4 25.7
Investment Management 750.0 243.5 997.9 21.5 294
General Corporate — (46.5) 499.6 3.9 4.6
$3.770.3 $694.9 $4,329.5 $111.4 $136.9
1994 —
Insurance Services $1,888.5 $406.1 $2,021.9 $ 620 3 709
Consulting 9331 96.4 568.4 17.9 32.3
[nvesiment Management 615.4 208.2 763.5 16.0 44,3
General Corporate - {40.4) 476.8 37 1.6
$3.435.0 $670.3 $3,830.6 $ 99.6 3149.1
1993 —
Insurance Services $1.790.5 $376.7 $1,976.3 3 63.7 3 58.0
Consulting 854.8 86.2 499.1 20.2 15.3
Investment Management 6181 169.3 586.5 12.5 25.0
General Corporate — (39.4) 484.7 3.9 )
$3,163.4 $592.8 $3.546.6 $100.3 $ 98.8
Geographic Area:
1995—
United States $2,398.4 $494.1 $2,195.9
Europe 1,028.2 189.7 1,413.6
Canada 184.3 374 107.1
Pacific Rim and Other 159.4 20.2 113.3
General Corporate — (46.5) 499 6
$3,770.3 $694.9 $4,320.5
1994—
United States $2,227.3 $478.6 $1,824.4
Europe 909.6 180.6 1,326.4
Canada 165.1 35.3 97.3
Pacific Rim and Other 133.0 16.2 105.7
General Corporate — (40.4) 476.8
$3,435.0 $670.3 $3.830.8
1993—
United States $2,040.7 $429.9 $1,763.0
Europe 861.6 1861.8 1,131.1
Canada 167.0 31.1 100.0
Pacific Rim and Qther 94,1 9.6 67.8
General Corporate — (39.4) 484.7

$3.163.4 $592.8 $3,546.6




REPORT OF MANAGEMENT

management of Marsh & McLennan Companies, Inc.
prepared and is responsible for the accompanying
mcial statements and other related financial information
Eained in this annual report. The Company’s financial
ements were prepared in accordance with generally
=pled accounting principles, applying certain estimates
informed judgments as required. Deloitte & Touche LLE,
spendent auditors, have audited the financial statements
have issued their report thereon.

Company maintains a system of internal accounting

trols designed to provide reasonable assurance that
-1sactions are executed in accordance with management’s
horization, that assets are safeguarded and that proper
ancial records are maintained. Key elements of the Com-
ay's internal controls include securing the services of
lified personnel and proper segregation of duties. Internal
Sitors monitor the control system by examining financiai
20rts, by testing the accuracy of transactions, and by other-
ze obtaining assurance that the system is operating in
~ordance with the Company's objectives.

> Audit Committee of the Board of Directors is composed
—irely of outside directors and is responsible for recom-
_nding to the Board the independent auditors to be engaged
mudit the Company’s financial statements, subject to stock-
Mder ratification. In addition, the Audit Committee meets
riodically with internal auditors and the independent
alitors, both with and without management, to discuss the
‘mpany’s internal accounting controls, financial reporting
o] other related matters. The internal auditors and inde-
mndent auditors have full and unrestricted access to the

dit Commitiee.

~ank J. Borelli
=nior Vice President and

ief Financial Officer
=bruary 29, 1996

REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders of
Marsh & McLennan Companics, Inc.:

We have audited the accompanying consolidated balance
sheets of Marsh & McLennan Companies, fic. and subsidi-
aries as of December 31, 1995 and 1994, and the related
consolidated statements of income, stockholders’ equity and
cash flows for each of the three years in the period ended
December 31, 1995. These financial statements are the
responsibility of the Company’s management. QOur respon-
sibility is to express an opinion on these financial staiements
based on our audits.

We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the
financial statements. An audit aiso includes assessing the
accounting principles used and significant estimates made by
management, as well as evaluating the overall financial state-
ment presentation. We believe that our audits provide a
reasonable basis for our opinion.

In gur opinion, such consolidated financial statements pres-
ent fairly, in all material respects, the financial position of
Marsh & McLennan Companies, Inc. and subsidiaries at
December 31, 1895 and 1994, and the results of their opera-
tions and their cash flows for each of the three years in the
period ended December 31, 1995 in conformity with gencratly
aceepied accounting principles.

As discussed in Note 5 to the consolidated financial state-
ments, during 1994 the Company changed its method of
accounting for postemployment benefits to conform with
Statement of Financial Accounting Standards ("SFAS™) No.
112. As discussed in Note 11 to the consolidated financial
statements, at December 31, 1993 the Company changed its
method of accounting for certain investments in securities to
conform with SFAS No. 115.

éd&d& %M [P

DELOITTE & TOUCHE LLP
New York, New York
February 29, 1996
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Marsh & McLennan Companies, Inc. and Subsidtaries

SELECTED QUARTERLY FINANCIAL DATA AND

SUPPLEMENTAL INFORMATION (UNAUDITED)

Income Before

Cumulative
Effect of
Accounting
Change Net [ncome Dividends Stock
{In miltions of dollars, Operating Per Per Paid Per Price Range
except per share figures) Revenue Income Amount Share Amount Share Share High-Low
1995:
First quarter $ 9352 $213.6 $124.8 $1.71 $124.8 $1.71 $ 720 385 -76%
Second guarter 035.2 174.9 101.8 1.40 101.8 1.40 12V $84 -76%
Third quarter 021.6 158.4 91.3 1.26 91.3 1.26 12V $89%-76%
Fourth quarter 958.3 148.0 85.0 1.16 85.0 1.16 .80 $90%4-80%:
$3,770.3 $694.9 $402.9' $5.53 $402.9 $5.53 $2.97'% $90'4-76"%
1994:
First quarter $ 9102 $228.4  $130.7  $1.77 $120.2 $1.63 3 67% $86%-80%
Second quarter 840.5 163.8 95.7 1.30 95.7 1.30 67 388%-81%
Third quarter 826.9 148.6 83.4 1.14 83.4 1.14 12V $88%-76
Fourth quarter 857.4 129.5 72.2 98 72.2 .98 2% $80%-71%
$3,435.0 $670.3 $382.0 $5.19 $371.5 $5.05 $2.80 $88%4-7T1Y4
1993:
First quarter 3 8339 $187.2 $107.4 $1.46 $107.4 $1.46 $ 67% $07%-88%
Second quarter 783.3 152.5 86.3 1.18 86.3 1.18 B7% $96 -84
Third quarter 766.4 139.7 76.1 1.04 76.1 1.04 B7% $017%-84%
Fourth quarter 779.8 113.4 62.6 .84 62.6 .84 .87 $88%-77
$3,163.4 $592.8 $332.4 $4.52 $332.4 $4.52 $2.70 $97%-77

The Company's common stock (ticker symbel: MMC) is traded on the New York, Chicago, Pacific and London stock exchanges. As of February 29. 1996, there
were 9,679 stockholders of record.




Marsh & McLeanan Companies, Inc. and Subsidlaries

TEN-YEAR STATISTICAL SUMMARY OF OPERATIONS

—

~he Ten Years Ended December 31, 1995

-illions of dollars, except per share figures) 1995 1994 1993 1992
=uec:
rance services $1,963.9 $1.886.5 $1.790.5 $1,632.8
sulting 1,056.4 933.1 854.8 908.2
:stment management 750.0 615.4 518.1 396.0
=otal Revenue 3.770.3 3.435.0 3,163.4 2.937.0
=Nses:
pensation and benefits 1,948.8 1,740.2 1,635.7 1,557.8
=1 operating expenses 1.126.6 1,024.5 934.9 838.2
“otal Expenses 3,075.4 2,764.7 2,570.6 2,396.0
rating Income 694.9 670.3 502.8 541.0
rest Income 17.7 11.8 11.9 16.6
rest Expense (62.8) (50.6) (46.1) (38.3)
er Income (Expense) — - —_ —
-me Before Income Taxes and Cumulative Effect of Accounting Changes 649.8 631.5 558.6 519.3
ome Taxes 246.9 249.5 226.2 215.5
Hme Before Cumulative Effect of Accounting Changes $ 4029 $ 3820 $ 3324 $ 303.8
Income $ 4029 $ 371.50 $ 3324 $ 263.7@
-nings Per Share Information:
~me Before Cumulative Effect of Accounting Changes $5.53 $5.19 $4.52 $4.21
Income Per Share $5.53 $5.00® $4.52 $3.65@
=rage Number of Shares Qutstanding 72.9 73.6 3.5 72.2
“idends Paid Per Share $2.97% $2.80 $2.70 $2.65
.urn on Average Stockholders' Equity 26% 26% 27% 25%
ar-end Financial Position:
Tking capital $ 109.6 $ 537 $ 138.7 $ 198.3
-3l assets $4,329.5 $3,830.6 $3,546.6 $3.088.4
Tg-term debt $ 4106 $ 409.4 $ 409.8 $ 411.2
ackholders’ equity $1,665.5 $1,460.6 $1,365.3 $1,102.9
_al shares outstanding {(excluding treasury shares) 72.3 73.2 73.9 73.3
er Information:
mber of employees 27,200 26,100 25,600 25,800
ek price ranges—
U.S. exchanges—High $90%% $88% $97% $94%
—Low $76% 3714 877 $71%
London Stock Exchange —High £58% £584 £67%s £61%
—Low £47% £45%s £52%s £39%s
Sice/earnings muitiple 16.0 15.7 18.0 25.0

Reflects the adoption, effective January 1, 1992, of SFAS No. 106, “Employers’ Accounting for Postretirement Benefits Other
Than Pensions.” and SFAS No. 109, “Accounting for Income Taxes.”
Reflects the adoption, effective January 1, 1984, of SFAS No. 112, “Employers’ Accounting for Postemployment Benefits.”




Compound
Growth Rate
1991 1990 1989 1088 1087 1086 1985-1995
$1,571.0 $1.536.8 $1,400.3 $1,375.7 $1,380.2 $1,273.1 7%
894.0 910.0 754.3 635.7 482.0 333.3 15%
314.2 276.2 273.1 261.0 284.9 197.7 23%
2,779.2 2,723.0 2,427.7 2,272.4 2,147.1 1,804.1 11%
1,461.1 1,400.0 1,223.4 1,108.9 982.6 812.5 12%
820.0 795.7 694.8 648.1 614.3 511.1 119%
2,281.1 2,195.7 1.018.2 1,757.0 1,596.9 1,323.6 119%
498.1 527.3 509.5 515.4 550.2 480.5 8%
248 33.5 21.7 22.7 31.0 25.9
(39.1) (31.0) (18.9) (23.1) (13.0) (5.3)
43.0 (1.0) (1.0) 1.4 )] .3
526.8 528.8 517.3 516.4 567.3 501.4 T%
221.3 224.7 222.4 220.1 265.2 258.2 4%
$ 3055 $ 3041 3 2949 5 206.3 $ 302.1 3 243.2 9%
$ 3055 $ 3041 3 2949 $ 206.3 $ 302.1 $ 243.2 9%
$4.18 34.15 $4.10 $4.00 $4.06 $3.30 10%
$4.18 34.15 $4.10 $4.09 $4.06 $3.30 0%
73.1 73.3 71.9 72.4 74.4 73.8
$2.60 $2.55 $2.50 $2.4214 $2.15 $1.56% 9%
29% 31% 36% 38% 42% 42%
3 336.2 $ 3625 $ 312.7 $ 1957 $ 2432 $ 187.7
$2.382.2 $2,411.2 $2,035.2 $1.830.0 $1,634.4 $1,476.6
3 3180 $ 319.9 & 3104 $ 266.2 $ 164 $ 145
$1,035.0 $1,085.3 $ 873.0 $ 755.1 § 7917 $ 6387
71.8 73.5 724 71.5 73.9 73.9
23,400 24,400 23,600 22,800 22,700 19,900
387% 381 $89% $59% $72 $76%
369% 3593 $55%4 $45Y5 $43% $40%
£49% £49 £551%s £35 £46% £50%
£35%s £311% £30"% £25 £24 £28Y4
19.5 18.8 19.0 13.8 12.2 18.4
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