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MARSH & McLENNAN COMPANIES is a global professional services

firm providing advice and solutions in the areas of risk, strategy, and human capital.
Itis the parent company of a number of the world’s leading risk experts and specialty
consultants, including:

MARSH, a world leader in delivering risk and insurance services and solutions

GUY CARPENTER, the world’s premier risk and reinsurance intermediary

MERCER, the global leader in human resource consulting, outsourcing,
and investment services

OLIVER WYMAN, a global leader in management consulting

With 51,000 employees worldwide and annual revenue exceeding $10 billion,
Marsh & MclLennan Companies provides analysis, advice, and transactional capabilities
to clients in more than 100 countries.

This annual report containg “forward-looking statements,” as defined in the Private Securities Litigation Reform Act of 1995,
Please see “Information Concerning Forward-Looking Statements” ¢n pageiin the Form 10-Kincluded in this annual report.




LETTER FROM THE PRESIDENT AND CEO

TO OUR SHAREHOLDERS

was a very good year for Marsh &
Mclennan Companies ltwasa
year that saw us emerge from the

global recession a stronger, more focused organization, a year
that saw us successfully execute on our global growth strat-
egy, and a year that saw us deliver strong financial results and

improved shareholder return while investing in our future

We began the year with a sense of cautious optimism
about economic conditions and a growing confidence in
our vision to re-establish Marsh & Mclennan Companies as
an elite global enterprise — not Just in relation to our direct
competitors, but with respect to other leading companies
While the economic recovery has proceeded more slowly
than any of us would hike, we are on our way to realizing our
long-term aspirations

Qur prnimary geoal for the year was to drive top- and bottom-line
growth across the enterprise, growing revenue organically
and through strategic acquisitions I'm happy to report that
we’ve met these objectives We are pleased with our level

of revenue growth for the full year, which was 7 percent as
reported, and 3 percent on an underlying basis Importantly,
we achieved this solid revenue growth while effectively
managing expenses

STRONG REVENUE GROWTH ACROSS ALL SEGMENTS
Both of our operating segments produced strong underlying
revenue growth 1n 2010 Adjusted operating income
increased 10 percent at Risk & Insurance Services and

16 percent at Consulting Both segments also increased
adjusted operating margins for the year*

In the Risk & Insurance Services space, Marsh's underlying
revenue growth rate increased each quarterin 2010 - most
encouraging, the growth was fueled primarily by new busi-
ness development Guy Carpenter also had a very good
year, and we are especially pleased with the expansion of its
international operations

Consulting operations, by their nature, are more sensitive
to macroeconomic trends — especially GDP growth

Despite headwinds, both Mercer and Oliver Wyman grew
ad)usted operating iIncome in 2010, and we're confident
our Consulting businesses have successfully weathered the
global economic downturn

We also continued our acquisition strategy with the ongoing
development of Marsh & Mclennan Agency In the past

15 months, we've completed 10 acquisitions that have
added annualized revenue approaching $300 mithon
Ultimately, we expect this business to exceed $800 million

In annual revenue

By combining revenue growth with prudent expense man-
agement, we produced strong earnings growth in 2010
Adjusted operating income increased from $1 3 billion 1n
2009to $1 Shbillion In 2010, an increase of 14 percent *

We produced these results despite the continuing challenges
presented by an economic recovery that has struggled to
maintain momenturn, soft market conditions in the global
property and casualty insurance marketplace, and histor-
cally low interest rates, which significantly reduced fiduciary
income Credit for our success rests squarely on the shoulders
of our more than 50,000 colleagues worldwide, and | thank
them for their hard work and dedication to our great firm

* Forareconciiation of non GAAP results to GAAP results please refer to the Company’s Form 8-K dated Februcry 15 2011, avaiable on the Compeny s website ot www mmc com




We've articulated a growth strategy for the firm, with the goal of building

Marsh & McLennan Companies as an elite business enterprise valued by

our clients, our colleagues, and our shareholders

A COMPELLING STORY TO TELL

While we are very proud of our 2010 performance, our results
are really the latest chapter of a story that began several years
ago, when our focus turned to stabilizing the Company and
improving financial performance This was especially true

in the Risk & Insurance Services segment, where we had to
re-examine - and fundamentally reconstruct - an operating
model that was headed in the wrong direction At the same
time, we were faced with the task of effectively managing our
overall business through the economic downturn

But thanks to the efforts of the Marsh leadership team,
and the talent and resiliency of 25,000 dedicated Marsh
colleagues, | can say with confidence that the turnaround
we began three years ago at Marsh 1s complete Today,
the organization has a renewed sense of purpose, a fierce
will to win, and colleagues committed to growth The storyis
Just as positive at Guy Carpenter The world’s premier nsk
and reinsurance intermediary has now produced eight
consecutive quarters of revenue growth, reflecting strong
new business development and high client retention over
the past two years

In our Consulting segment, our challenge was to effectively
manage our businesses through the global recession, while
at the same time 1nvesting in our capabilities to ensure we

were well-positioned to capitalize on opportunities once the

economic recovery began Mercer invested in the strengthen-
ing of its capabilities across Consulting, Outsourcing, and
Investments, Oliver Wyman continued to carefully manage
expenses while buillding capaoity in areas that present
significant opporturities, suchas health and hfe sciences,

and energy Today, our Consulting portfolio is stronger than
ever, and focused on growth

The next chapter in our story involved the resolution of Issues
that impeded our ability to grow cur margins and invest in our
business The last two years have seen us resolve long-run-
ning regulatory 1ssues, settle itigation matters, and restore a
level playing field regarding the use of contingent commis-
sions in the brokerage arena

With the resolution of these matters, we were able to sharpen
our strategic direction After careful review, we made the
decision to divest Kroll, which in addition to freeing up cash,
allows us to focus exclusively on our core Risk & Insurance

Services and Consulting businesses

We've also articulated a growth strategy for the firm, with

the goal of building Marsh & McLennan Companies as an

elite business enterprise valued by our clients, our colleagues,
and our shareholders At the core of this strateqy are four
pillars that are designed to create exceptional value and

supenor returns for investors




Our top priority for 2011 1s profitable revenue growth across all of our businesses

We will seek to achieve this through a combination of organic growth and by

expanding our capabilities in both Risk & Insurance Services and Consulting

1 Consistent, long-term growth We will seek to achieve
sustained growth In revenue and earnings per share We
are proud of our strong finan¢ial performance in 2010, and
we plan to continue to grow the firm both organically and

through our ongoing acquisition strategy

2 Low capital requirements Low capital usage will continue
to be one of our Company’s key operating principles We
will not acquire or develop businesses that require signifi-
cant capital investment

3 High cash generation Maintaining earnings quality 1s
fundamental to our future success, and we wiil seek to
consistently generate significant cash to fund acquisitions,
investments, and dividends | am pleased 1o report that
in 2010, we made excellent progress against this strategic
pillar As a result of our strong cash generation, we were
able to de-lever our balance sheet with the payment of
a $550 millon debt maturity, increase our quarterly
dividend by 5 percent, and, with the authorization of our
Board of Directors, initiate a share repurchase program

In the fourth quarter

4 Low risk profile We will continue to focus en minimizing
and managing operationa! nsk In 2010, we appointed a
Chief Risk Officer for the firm, and revamped our approach

to enterprise risk management

We will support this strategy in 2011 by continuing our work
against a number of long-term, targeted objectives first
established last year

Qur top priority for 2011 15 profitable revenue growth across
all of our businesses We will seek to achieve this through
acombination of organic growth and by expanding our
capabilities in both Risk & [nsurance Services and Consulting

We will continue to de-risk thefirm We are in the process of
rolling out a best-in-class Code of Conduct to all colleagues,
setting forth the very highest standards of business ethics and
integnty Additionally, we continue to refine and improve our

enterprise nsk management process

We reahize that achieving our aspirations won't be possible
without committed, motivated colleagues As such,
colleague engagement remains a key internal priority In
2011, the firm will utilize technology to enable connections
and commumcation between colleagues, implement a global
talent management platform that maximizes learning and
development opportunities for all employees, and maintain
an unwavering commitment to promoting a diverse and
inclusive work envircnment

Additionally, we will continue to unlock potential value of
the firm by working more effectively across our indvidual

businesses to weave the company together We believe




We believe no other firm can match the breadth of our portfolio, the depth

of our expertise, and the strength of our commitment to creating lasting

partnerships with clients

we can leverage our global scale to realize cost efficiencies
and also capitalize on adjacencies between our companies to

create revenue opportunities

TELLING QUR STORY IN THE MARKETPLACE

i think it's fair to say that we are not the same company we
were Just a few short years ago - and to llustrate this point,
we have stopped referring to curselves as "MMC” We have
returned to our historical roots by reinstituting the corporate
name Marsh & Mclennan Compames

At first glance, this1s a subtle change But, in returning to
aname from the past, we are conveying something new
through a revitalized look and feel for the Company We
believe no other firm can match the breadth of our portfolio,
the depth of our expertise, and the strength of our commit-
ment to creating lasting partnerships with clients Through a
highly fecused approach that leverages our mest important
asset — our people - we will tell our story in the marketplace
and reinforce our position as a pre-eminent global team of

professional services companies

CHANGES TO THE BOARD OF DIRECTORS

2011 will also see changes to the Marsh & MciLennan
Companies Board of Directors, beginning with the retirement
of current Independent Chairman Stephen Hardis in May
Steve’s leadership was critical in helping Marsh & Mclennan

Companies navigate the turbulent waters of the last several

years, and under his stewardship, we emerged from these
challenges a stronger, more dynamic enterprise We owe
him a debt of gratitude and wish him well

Succeeding Steve as Independent Chairman s Lord lan Lang
of Monkton A former member of the British Parliament and
a former Secretary of State for Scotland, Lord Lang will
undoubtedly provide cutstanding leadership as the firm
continues its journey toward becoming one of the world’s

elite growth enterprises

Additionally, I'd like to recognize Gwendolyn King, who will
retire from the Board of Directors this May, after more than
adecade of service

In closing, | once again thank cur colleagues for therr
outstanding work, our clients for their continued trust,
and our shareholders for recognizing the long-term value
of the enterprise

Sincerely,

K

Brian Duperreault
President and CEQ
Marsh & MclLennan Companies, Inc

February 25, 2011
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INFORMATION CONCERNING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains “forward-looking statements,” as defined in the Private
Secunties Litigation Reform Act of 1995 These statements, which express management's current
views concerning future events or results, use words like “anticipate,” “assume,” “believe,” “continue,”
“estimate,” “expect,” “future,” “intend,” “plan,” “project” and similar terms, and future or conditional
tense verbs like “could,” “may,” “might,” “should,” “will” and “would " For example, we may use forward-
locking statements when addressing topics such as the outcome of contingencies, market and
Industry conditions, changes in our business strategles and methods of generating revenue, the
development and performance of our services and products, changes in the composition or level of our
revenues, our cost structure and the outcome of cost-saving or restructuring inthatives, dividend policy,
the expected impact of acquistions and dispositions, pension obligations, cash flow and liquidity, future
actions by regulators, and the impact of changes in accounting rules

Forward-looking statements are subject to inherent nsks and uncertainties Factors that could cause
actual results to differ matenally from those expressed or implied in cur forward-looking statements
include, among other things

* our exposure to potential labilities ansing from errors and omissions claims against us, particularly in
our Marsh and Mercer businesses,

= our abthity to make strategic acquisitions and dispositions and to integrate, and realize expected
synergles, savings or strategic benefits from, the businesses we acquire,

» changes in the funded status of our global defined benefit pension plans and the impact of any
increased pension funding resulting from those changes,

+ the potential iImpact of rating agency actons on our cost of financing and ability to borrow, as well as
on our operating costs and competitive position,

+ our exposure to potential criminal sanctions or civil remedies if we fail to comply with foreign and
U S laws and regulations that are apphcable to our international operations, including import and
export requirements, anti-corruption laws such as the U § Foreign Corrupt Practices Act and the
pending anti-bnbery law in the UK, local laws prohibiting corrupt payments to government officials,
as well as various trade sanctions laws,

« the mpact on our net Income caused by fluctuations in foreign currency exchange rates,

- the extent to which we retain existing chents and attract new business, and our ability to incentivize
and retain key employees,

» the impact of competition, including with respect to pricing,

+ the impact of any regional, national or global political, economic, regulatory or market conditions on
our results of operations and financial condition,

+ our ability to successfully recover should we expenience a disaster or other business continuity
problem,

+ changes in applicable tax or accounting requirements, and

+ potential iIncome statement effects from the application of FASB’s ASC Topic No 740 (*Income
Taxes”) regarding accounting treatment of uncertain tax benefits and valuation allowances and ASC
Toptc No 350 (“Intangibles — Goodwill and Other”), including the effect of any subsequent
adjustments to the estimates we use in applying these accounting standards

The factors identified above are not exhaustive Marsh & McLennan Companies and its subsidianes
operate in a dynamic business environment in which new nsks may emerge frequently Accordingly,
we caution readers not to place undue reliance on the above forward-locking statements, which speak
only as of the dates on which they are made The Company undertakes no obligation to update or
revise any forward-locking statement to reflect events or circumstances ansing after the date on which
itis made Further information concerning the Company and its businesses, including information
about factars that could matenally affect our results of operations and financial condition, 1s contained
in the Company’s filings with the Securtties and Exchange Commission, including the “Risk Factors”
section in Part |, item 1A of this report
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MARSH & McLENNAN COMPANIES, INC

ANNUAL REPORT ON FORM 10-K
FOR THE YEAR ENDED DECEMBER 31, 2010

PART I

ITEM 1. BUSINESS

References in this report to "we”, “us” and “our” are to Marsh & McLennan Companies, Inc (the
“Company”) and one or more of its subsidianes, as the context requires

GENERAL

The Company Is a global professional services firm providing advice and solutions 1n the areas of risk,
strategy and human capital it1s the parent company of a number of the world’s leading nsk experts
and specialty consultants, including Marsh, the insurance broker, intermediary and nisk advisor, Guy
Carpenter, the nsk and reinsurance specialist, Mercer, the provider of MR and related financial advice
and services, and Oliver Wyman Group, the management and economic consultancy With
approximately 51,000 employees worldwide and annual revenue exceeding $10 billion, the Company
provides analysis, advice and transactional capabilities to clients in more than 100 countnes

The Company conducts business through two operating segments

+ Risk and Insurance Services includes nsk management activities (risk advice, risk transfer and i
nsk control and mitigation solutions) as well as insurance and reinsurance broking and services
We conduct bustness in this segment through Marsh and Guy Carpenter

+ Consulting includes human resource consulting and related outsourcing and investment services,
and specialized management and economic consulting services We conduct business in this
segment through Mercer and Oliver Wyman Group

On August 3, 2010, the Company completed the sale of 100% of the 1ssued and outstanding shares of
the Company’s indirect wholly-owned subsidiary, Kroll Inc (“Kroil”} pursuant to a definitive Stock
Purchase Agreement with Altegnity, Inc , a portfolio company of Providence Equity Partners Kroi!
previously constituted the Company’s Risk Consulting and Technology segment

We describe our current operating segments n further detail below We prowvide financial information
about cur segments in cur consolidated financial statements included under Part I, item 8 of this
report

OUR BUSINESSES
RISK AND INSURANCE SERVICES

The Risk and Insurance Services segment generated approximately 54% of the Company’s total i
operating segment revenue In 2010 and employs approximately 27,000 colleagues worldwide The
Company conducts business in this segment through Marsh and Guy Carpenter

MARSH

Marsh 1s a world leader in delivering nisk and insurance services and solutions to its clients From its
founding In 1871 to the present day, Marsh has provided thought leadership and innovation for clients
and the insurance industry—introducing and premoting the concept and practice of chient
representation through brokerage, the discipline of nsk management, the globalization of iInsurance
and nsk management services and many other innovative tools and service platforms
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Marsh generated approximately 45% of the Company’s total operating segment revenue in 2010
Nearly 25,000 Marsh colleagues provide nsk management, nsk consulling, insurance broking,
alternative nsk financing, and insurance program management services to a wide range of businesses,
government entities and professional service organizations arcund the world in more than 100
countries

Marsh’'s clients vary by size, industry, geography and risk exposures Marsh I1s organized to serve
clients efftciently and effectively, delivenng tailored solutions based on complexity of the nisk and global
footpnint, and matched to clients’ buying styles

Insurance Broking and Risk Consulling

In its main insurance broking and nisk consulting business, Marsh employs a team approach to address
clients’ nsk management and insurance needs Each client relationship 1s coordinated by a client
executive who draws from the many industry and nsk specialties within Marsh to assemble the
resources needed to analyze, measure and assist a client in managing its various risks Product and
service offerings include program design and placement, post-placement program support and
administration, claims advocacy, and a wide array of nisk analysis and rnsk management consulting
services Within Marsh, there are several significant specialties or businesses in addition to our
brokerage operations that serve as an impertant part of the overall capabilities we offer clients These
include Multinational Client Service, Marsh Risk Consulting, Risk, Speciaity and industry Practices,
Bowring Marsh, Consumer Operations, Marsh & McLennan Agency, Captive Solutions, Schinnerer
Group and Marsh Client Technologies

Multinational Chient Service

Multinational Client Service (MCS) 15 sclely focused on delivering service excellence and insurance
solutions to multinational clients, irrespective of their size MCS provides rnisk management programs
with a service platform that comprises a combination of proprietary tools and technology and
speciahzed resources MCS provides global expertise and an intimate knowledge of local markets,
helping clients navigate local regulatory and legal environments and address the worldwide nsk 1ssues
ihat confront them

Marsh Risk Consulting

Marsh Risk Consuliing (MRC) 1s a global organization compnsed of consulting specialists dedicated to
providing clients with advice and solutions across a comprehensive range of insurable and
non-insurable nsk 1ssues, such as restruciunng, product safety, patient safety, business interruption,
supply chain, governance, workforce, and reputation MRC helps chents identify exposures, assess
critical business functions and evaluate existing risk treatment practices and strategies MRC provides
chient services in five main areas of exposure

« Business/Enterprise Risk provides nsk modeling and assessments, enterprnise nsk management,
nsk management optimization and reputational risk and cnsis management

+ Clamms and Lihgation Support provides support and solutions to clients to assist in managing
claim portfolios and resolving insured and uninsured losses and disputes of all kinds, as well as
calculating losses and asset valuations

« Operational Risk Management provides an integrated approach to managing and cptimizing the
impact of operational risks such as those associated with property (Including natural hazards),
supply chain, business continuity, and products {including recalls)

« Human Captalt assists in protecting the quality of clients’ operational processes and the health
and safety of their employees, focusing on 1ssues such as absenteeism, safety and ergonomic
programs and employment practices

+ Risk Technologies provides services to help clients manage, collect, analyze and report on the
data and workflow associated with nsk, insurance, clams and legal matters within their
organizations




Risk, Specialty and industry Practices

In further support of its chents’ strategic, operational and risk management objectives, Marsh provides
consultative advice, brokerage and claims advocacy services through dedicated global Risk, Specialty
and Industry Practices in the areas histed below For beth large and mid-size organizations, Practice
colleagues apply their experience and working knowledge of clients’ industry sectors, and of the unique
environments in which they operate, to facilitate the requisite breadth of coverage and to reduce cost of
risk

Risk & Specialty Practices

Aviation & Aerospace

Captive Solutions

Casualty

Claims

Energy

Environmental

Financial and Professional (FINPRO)
Infrastructure

Marsh Risk Consulting (MRC)
Marine

Political Risk / Trade Credit

Private Equity and Mergers & Acguisitions
Product Recall

Property

Surety

Bowring Marsh

Industry Practices

Agnculture & Fisheries

Automotive

Chemtcals

Communications, Media and Technology
Construction

Education

Financal institutions

Fisheries

Forestry & Integrated Wood Products
Healthcare

Hospitalty & Gaming

Life Sciences

Manufacturing

Mining, Metals & Minerals

Power & Utilities

Project Risk

Public Entities

Real Estate

Retail / Wholesale

Sports, Entertainment & Events

Transportation

Bownng Marsh was established in 2008 to respond to clients’ growing needs and marketplace
opportunity, specializing as an international placement broker for property {including terronsm) and
casualty nsks Bowring Marsh utilizes placement expertise In major international insurance market
hubs (Including Bermuda, Brazil, Dublin, London, Miami, Singapore, Tokyo and Zurich) and an
integrated global network to secure advantageous terms and conditions for its clients throughout the
world

Consumer Operations—Affinity/Program & Private Client

In addition to s main nsk management and broking practices described above, Marsh operates a
“Consumer” business in each geographic region that focuses on either or both of program marketing
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and administration opportunities and high net worth individual insurance sales The Affinity/Program
businesses sell and administer Insurance products and services on a program basss, typtcally working
with a sponsoring organization client to feverage the affinity relationship that chient has with its
constituencies (e g , employees, members, franchisees, or customers, as the case may be) These
programs typically include group life & health coverage, professional iability coverage, personal
property and habilty coverage including autemobile and homeowners’ insurance, business owner
protection, annuities, and vaniable secunty-related products Marsh Consumer’s sales and servicing
activities regarding high net worth individuals are largely U S -focused and operate under the names
“Private Chent Services” (for property & casualty insurance products), and “Private Chent Life
Insurance Solutions” or “Private Chent Solutions” (for life & health insurance-focused activities)

More spectfically, areas of the Consumer business include

+ Affinity Program Solutions markets and administers standardized and customized insurance
programs, selling and servicing group/master and individual policies for many fe & health and
property & casualty ines of insurance business as well as certain other non-insurance products
and services Clients generally include associations, employers, unions, fraternal organizations,
franchisors, and other consumer-focused “brand” companies, including large multinational
financial institutions and automobile manufacturers This business also offers key-person and
executive benefit programs to erganizations

« Pnvate Chent Solutions offers high-net-worth individuals, families and therr advisors a single
source solution to manage their complete spectrum of nisk, uphold their current quality of life and
protect and preserve their wealth, current income and legacy

+ Business Process Outsourcing Solutions provides comprehensive, “private label” and/or
outsourced back-office billing, operational and marketing support services to leading insurers,
financial institutions and other service businesses

Marsh & McLennan Agency |

In October 2008, Marsh established the Marsh & McLennan Agency (MMA) to be one of the premier

tnsurance agenctes In the United States, meeting the needs of mid-sized businesses across the ‘
country MMA’s services are targeted to customers who seek professional advice on program ‘
structure, market knowledge, experience and expertise in their industry, competitive prices, and local \
resources and service professionals MMA offers commercial property and casualty, personal lines,

employee benefits and life insurance / estate planning to clients through a dedicated sales and service

force in retail locations, operating independently from Marsh’s other insurance broking operations

Captive Soiutions

Operating in 33 captive domiciles, along with consulting expertise residing in Marsh brokerage offices
worldwide, the Captive Solutions Practice serves approximately 1,277 captive facilines, including
single-parent captives, reinsurance pools, nsk retentton groups and others The Practice includes the
Captive Adwvisory group—a consulting arm that performs captive feasibility studies and helps to
structure and implement captive solutions and Captive Management— an industry leader in managing
captive faciliies and in providing administrative, consultative and insurance-related services

Schinnerer Group

As one of the largest underwnting managers of professional liability and specialty insurance programs
in the United States, Victor O Schinnerer provides nsk management and insurance solutions to clients
through licensed brokers

This group Includes ENCON Group Inc, a leading managing general agent i1 Canada ENCON offers
professional liability and construction insurance, as well as group and retiree benefits programs for
individuals, professionals, organizations and businesses, through a national network of licensed
insurance brokers and plan advisors




Marsh Client Technologies

Marsh Chent Technologles comprises MarshConnect, Marsh's global client technology interface, and
CS STARS, a leading provider of nsk and claims management systems and related data services

MarshConnect s a shared platform that delivers two sets of functions Risk and Insurance Databases
and Clent Servicing Applications Propnetary databases provide a broad range of nisk and insurance
market intelligence, research tools and interactive utiities Additionally, MarshConnect offers real-time
access to cnitical risk and insurance information relevant to a client's operations and nisk profile The
platform enables teams to share information, collaborate and transact business online, increasing
operational efficiency for Risk Management departments

CS8 STARS serves the technology needs of nsk management professionals, as well as insurance
carriers and third-party administrators, through integrated software and services that support risk
management, claims administration, compliance management, and data management

GUY CARPENTER

Guy Carpenter generated approximately 9% of the Company’s total operating segment revenue In
2010 Over 2,000 Guy Carpenter professionals create and execute reinsurance and risk management
solutions for clients warldwide, by providing nsk assessment analytics, actuarnal services, highly
specialized product knowledge and trading relationships with reinsurance markets Client services also
Include contract and claims management and fiduciary accounting

Acting as a broker or intermediary on all classes of reinsurance, Guy Carpenter places two main types
of property and casualty remnsurance treaty reinsurance, which involves the transfer of a portfolio of
nsks, and facultative reinsurance, which entalls the transfer of part or all of the coverage prowvided by a
single insurance policy

Guy Carpenter also provides reinsurance services In a broad range of specialty practice areas,
including agrniculture, alternative nsk transfer (such as group-based captives and insurance pools),
aviation & aerospace, casualty clash {losses involving multiple policies or insureds), construction and
engineering, credit, bond & political risk, excess & umbrella, general casualty, Iife, accident & health,
marnne and energy, medical professional hability, professional hability, program manager solutions,
property, retrocessional reinsurance (reinsurance between remsurers), surety (reinsurance of surety
bonds and other financial guarantees}, terror nsk and workers compensation

Guy Carpenter also offers clients alternatives to traditional reinsurance, including industry loss
warranties and, through its affiliates, capital markets alternatives such as transferring catastrophe nsk
through the 1ssuance of nsk-linked securiies GC Secunties, the Guy Carpenter division of MMC
Secunties Corp , offers corporate finance solutions, including mergers & acquisitions and private debt
and equity capital raising, and capital markets-based nsk transfer solutions that complement Guy
Carpenter's strong Industry relationships, analytical capabilities and reinsurance expertise

In addition, Guy Carpenter provides its clients with numerous reinsurance-related services, such as
actuaral, enterpnse rnsk management, financtal and regulatory consulting, portfolio analysis and advice
on the efficient use of capital Guy Carpenter's GC Analytics™ unit serves as a local resource that
helps clients better understand and quantify the uncertainties inherent in therr businesses Working in
close partnership with Guy Carpenter account executives, GC Analytics specialists can help support
clients’ cntical decistons In numerous areas, including rensurance utihzation, catastrophe exposure
porifolio management, new product/market development, rating agency, regulatory and account
impacts, loss reserve nsk, capital adequacy and return on capital

Compensation for Services 1n Risk and Insurance Services

Marsh and Guy Carpenter are compensated for brokerage and consulting services pnmarily through
fees and commissions Commussion rates vary it amount depending upon the type of insurance or
rensurance coverage provided, the particular insurer or reinsurer selected, the capacity in which the
broker acts and negotiations with clients Marsh and Guy Carpenter receive interest iIncome on certain
funds (such as premiums and claims proceeds) held in a fiduciary capacity for others
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For a more detalled discussion of revenue sources and factors affecting revenue in our Risk and
Insurance Services segment, see Part |1, ltem 7 (“Management’s Discussion and Analysis of Financial
Condrtion and Results of Operations™ of this report

CONSULTING

The Company’s consulting segment generated approximately 46% of totat operating segment revenue
in 2010 and employs approximately 23,000 colleagues worldwide The Company conducts business in
this segment through Mercer and Oliver Wyman Group

MERCER

With nearly 20,000 professionals active 1n 41 countnes, Mercer 1s a leading global provider of human
resource consulting and related outsourcing and investment services Clients include a majonty of the
companies in the Fortune 1000 and FTSE 100, as well as medium- and small-market organizations
Mercer generated approximately 33% of the Company's total operating segment revenue in 2010

Mercer operates in the following areas

Retirement, Risk & Finance Consulting. Mercer provides a wide range of strategic and compliance-
related retirement services and solutions to corporate, governmental and institutional clients Mercer
assists clients worldwide in the design, governance and nsk management of defined benefit, defined
contribution and hybnd retirement plans Mercer’s financial approach to retrement services enables
chients to consider the benefits, accounting, funding and investment aspects of plan design and
management in the context of business objectives and governance requirements

Health & Benefits. In i1is health & benefits business, Mercer assists public and private sector
employers in the design, management and administration of employee health care programs,
compliance with local benefits-related regulations, and the establishment of health and welfare benefits
coverage for employees Mercer provides advice and solutions to employers on total health
management strategies, global health brokerage solutions, vendor performance and audit, life and
disability management, and measurement of healthcare provider performance These services are
provided through traditichal consulting as well as commission-based brokerage services in connection
with the selection of Insurance companies and healthcare providers

Rewards, Talent & Communications. Mercer's rewards, talent and communications businesses
advise arganizations on the engagement, management and rewarding of employees, the design of
executive remuneration programs, and improvement of human resource {(HR) effectiveness

Through proprietary survey data and decision suppor tools, Mercer's information products solutions
business provides clients with human capital information and analyhcal capabilities to improve strategic
human capital decision making

Mercer's communication business helps clients to plan and implement HR programs and other
organizational changes in order to maximize employee engagement, dnve desired employee behaviors
and achieve iImprovements in business performance

Outsourcing. Through its outsourcing business, Mercer provides benefits administration services to
chents globally By delivering services across benefit domains and international borders, Mercer helps
clients more efficiently manage their employee benefits programs Mercer's outsourcing business
offers total benefits outsourcing, including administration and delivery for wealth, health and flexible
benefits, total retirement outsourcing, Including administration and delivery for retirement benefits, and
stand-alone services for defined benefit administration, defined contnibution administration, health
benefits administration and flexible benefits programs

Investment Consuiting & Management. Mercer provides investment consulting services to the
fiducianes of pension funds, foundations, endowments and other investors in more than 35 countres
Mercer advises clients and provides outsourced decision-making services covering all stages of the
institutional investment process, from strategy, structure and implementation to ongoing portfolio
management




Mercer's investment management business provides multi-manager investment solutions, pnmarily for
retirement plan assets, to institutional investors (such as retirement plan sponsors and trustees), and to
individual investors (primanly through the inclusion of funds managed by Mercer on affilated and third
party defined contnbution and financial advice platforms) These solutions include “one-stop”
investment advisory and asset management solutions for plan sponsors, bundled services for frozen
defined benefit plans utilzing our expertise in hiability-driven investment and actuanal techniques, and
personal wealth solutions The Investment management business offers a diverse range of iInvestment
options to meet a full spectrum of nsk/return preferences and manages investment vehicles across a
range of iInvestment strategies in four geographic regions (US, Canada, Europe and Australla/New
Zealand) As of December 31, 2010, Mercer's investment management bustness had assets under
management and assets under advisory of $39 6 billlon worldwide

OLIVER WYMAN GROUP

With approximately 3,400 professionals based in 25 countries, Oliver Wyman Group delivers advisory
senvices to clients through three operating units, each of which 15 a leader in its field Oliver Wyman,
Lippincott, and NERA Economic Consuttting Oliver Wyman Group generated approximately 13% of the
Company’s total operating segment revenue \n 2010

Oliver Wyman 1s a leading global management consulting firm Oliver Wyman'’s consultants specialize
by industry and functional area, allowing clients to benefit from both deep sector knowledge and
specialized expertise 1n strategy, operations, risk management, organizational transformation, and
teadership development Industry groups include

« Automotive,

« Awviation, Aerospace and Defense,

+ Communications, Media and Technology,
+ Energy,

« Financial services, including corporate and institutional banking, insurance, and retail and
business banking,

= Industnal products and services,
* Health and Iife sciences,
+ Retall and consumer products, and
« Surface transportation
Oliver Wyman overlays its industry knowledge with expertise in the following functional specializations

» Business Transformation Oliver Wyman advises clients who face major strateqic discontinuities
and nisks on business model transformation

» Delta The Delta business provides consulting services and customized programs to help CEOQOs
and other senior corporate leaders improve their individual and organizational capabilities
Services include orgamzational design and transformation, enterpnse leadership and board
effectiveness

+ Finance and Risk Cliver Wyman works with CFOs and other senior finance and nsk management
executives of leading corporations and financial institutions 1o help them meet the challenges
presented by their evolving roles and the needs of their organizations Key areas of focus include
risk, capital and performance measurement, performance and value-based management, and nsk
governance amid regulatory changes Cliver Wyman also offers actuanal consulting services to
public and private enterprises, self-insured group organizations, Insurance companies,
government entities, insurance regulatory agencies and other organizations

+ lLeadership Development The Leadership Development business provides customized solutions
for clients to develop leadership capability across all levels of their organization in order to
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accelerate the development of leadership as a source of strategic advantage These customized
solutions blend a range of learning methodologies including leadership and employee engagement
programs, action learning, ¢oaching, e-learmng, and onling applications

» Marketing and Sales Oliver Wyman advises leading firms in the areas of offer/pricing
ophmization, product/service portfolio management, product innovation, marketing spend
optimization, value-based customer management, and sales and distnbution model
fransformation

» Operations and Technology Oliver Wyman offers market-leading IT organization design, IT
economics management, Lean Six Sigma principles and methodologies, and sourcing expertise 1o
clients across a broad range of industries

» Strategy Oliver Wyman Is a leading provider of corporate strategy advice and solutions in the
areas of growth strategy and corporate portfolio, non-organic growth and M&A, performance
improvement, business design and innovation, corporate center and shared services, and
strategic planning

Lippincott s a brand strategy and design consulting firm which advises corporations around the world
in a varety of industries on corporate branding, identity and image Lippincott has helped create some
of the world’s most recognized brands

NERA Economic Consulting provides economic analysis and advice to public and private entities to
achieve practical solutions to highly complex business and legal issues arising from competition,
regulation, public policy, strategy, finance and htigation NERA professionals operate worldwide
assisting clients including corporations, governments, law firms, regulatory agencies, trade
associations, and international agenctes NERA's specialized practice areas include antitrust,
secunties, complex commercial hiigation, energy, environmental economics, network industries,
intellectual property, product hability and mass torts, and transfer pricing

Compensation for Services in Consulting

Mercer and the Oliver Wyman Group businesses are compensated for advice and services primarily
through fees paid by clients Mercer's health & benefits business 15 compensated through commissions
from insurance companies for the placement of insurance contracts (comprising more than half of the
revenue In the health & benefits business) and consulting fees Mercer's discretionary investment
management business and certain of Mercer's defined contnbution admiristration services are
compensated typically through fees based on assets under administration and/or management For a
more detailed discussion of revenue sources and factors affecting revenue in the Consulting segment,
see Part Il, Item 7 ("Management’s Discussion and Analysis of Financial Condition and Results of
Operations”) of this report

REGULATION

The Company’s activilies are subject to licensing requirements and extensive regulation under United
States federal and state laws, as well as laws of other countries in which the Company’s subsidianes
operate See Part |, ltem 1A {("Risk Factors”) below for a discussion of how actions by regulatory
authonties or changes in legislation and regulation in the junsdictions in which we ¢operate may have an
adverse effect on our businesses

Risk and Insurance Services While laws and regulations vary from location to location, every state
of the United States and most foreign junsdictions require insurance market intermedianes and related
service providers {such as insurance brokers, agents and consultants, reinsurance brokers, managing
general agents and third party administrators) to hold an individual and/or company license from a
governmental agency or self-regulatory orgamzation Some jurisdictions 1ssue licenses only to
individual residents or locally-owned business entities, n this case, If the Company has no licensed
subsidiary, we may matntain arrangements with residents or business entities licensed to act in such
junsdiction Such arrangements are only permitted following an extensive review process
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Beginning in January 2005, all European Union member states were required to implement the
Insurance Med:ation Directive This Directive aims to apply consistent minimum professional standards
to iInsurance and reinsurance intermedianes, including a licensing system based on an assessment of
factors such as professional competence, financial capacity and professional iIndemnity insurance The
adoption by member states of the Eurcpean Union of regulations to comply with the Directive has led
our insurance intermediary operations In the European Union to become subject to enhanced
regulatory requirements In January 2005, as part of the implementation of the Directive in the United
Kingdom, the power and responsibilities of the Financial Services Authonty, or FSA, were expanded to
include regulation of insurance and reinsurance intermediarnes in the United Kingdom

Insurance authonties in the United States and certain other junsdictions in which the Company’s
subsidianies do business, Including the FSA tn the United Kingdom, also have enacted laws and
regulations governing the investment of funds, such as premiums and claims proceeds, held in a
fiduciary capacity for others These laws and regulations typically provide for segregation of these
fiduciary funds and imit the types of investments that may be made with them

Certain of the Company’s Risk and Insurance Services activities are governed by other regulatory
bodies, such as investment, secunties and futures licensing authonties In the United States, Marsh
and Guy Carpenter use the services of MMC Secunties Corp , a broker-dealer and investment adviser,
registered in the U S with the SEC, and a member of the Financia! Industry Regulatory Agency
(FINRA) and the Secunties Investor Protection Corporation (SIPC), pnmanly in connection with
investment banking-related services relating to insurance-linked and alternative nsk financing
transactions Also n the United States, Marsh uses the services of NIA Secunities, LLC,aU S
registered broker-dealer and investment adviser Guy Carpenter provides advice on securities or
investments 1n the European Union through MMC Secunties (Europe) Limited, which 1s authonzed and
regulated by the FSA Marsh also receives investment management services in the European Union
from Marsh Investment Service Limited, which 1s also regulated by the FSA MMC Secunties Corp ,
MMC Secunties (Europe) Limited, NIA Secunties, LLC, and Marsh Investment Service Limited are
indirect, wholly-owned subsidianes of Marsh & McLennan Companies

In some junsdictions, insurance-related taxes may be due either directly from c¢hents or from the
Insurance broker |n the latier case, the broker customarily looks to the client for payment

Consulting Certain of Mercer's retirement-related consulting services are subject to pension law and
financial regulation in many countries, including by the SEC in the United States and the FSA in the
United Kingdom [n addition, the trustee services, investment services {including advice to persons,
institutions and other entities on the investment of pension assets and assumption of discretionary
Investment management responsibilities) and retirement and employee benefit program administrative
services provided by Mercer and its subsidianies and affiliates are subject to investment and securties
regulations in varnous Junsdictions The benefits insurance consulting and brokerage services provided
by Mercer and its subsidianies and affilates are subject to the same licensing requirements and
regulatory oversight as the insurance market intermediaries descnbed above regarding our Risk and
Insurance Services businesses Mercer uses the services of MMC Securnities Corp with the provision
of certain retirement and employee benefit services Oliver Wyman Group use the services of MMC
Secunties Corp (in the United States) and MMC Securities (Europe) Limited (in the European Union),
pnmanly in connection with corporate finance advisory services

COMPETITIVE CONDITIONS

The Company faces strong competition n all of its businesses from providers of similar products and
services, Including competition with regard to identifying and pursuing acquisttion candidates The
Company also encounters strong competition throughout its businesses from both public corporations
and private firms in attracting and retaining qualified employees In addition to the discussion below,
see “Risks Relating to the Company Generally —Competitive Risks,” in Part |, Item 1A of this repont

Risk and Insurance Services The Company’s combined insurance and reinsurance services
businesses are global in scope The principal bases upon which our insurance and reinsurance
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businesses compete include the range, quality and cost of the services and products provided to
clients The Company encounters strong competition from other insurance and reinsurance brokerage
firms that operate on a nationwide or worldwide basis, from a large number of regional and local frms
in the United States, the European Union and elsewhere, from insurance and reinsurance companies
that market, distnbute and service their insurance and reinsurance products without the assistance of
brokers or agents and from other businesses, including commercial and investment banks, accounting
firms and consultants, that provide risk-related services and products

Certain insureds and groups of insureds have established programs of self insurance (including captive
Insurance companies) as a supplement or alternative to third-party msurance, thereby reducing in
some cases their need for insurance placements Certain insureds also obtain coverage directly from
nsurance providers There are also many other providers of affinity group and private client services,
including specialized firms, insurance companies and other institutions

The continuing impact of legal and regulatory proceedings concerning our insurance brokerage
operations also could affect Marsh’s competitive position These proceedings are discussed in more
detail in Note 16 to the consolidated financial statements included under Part Il, ltem 8 of this report
Please also read our discussion of the risks associated with these proceedings and their impact under
Part |, ltem 1A (“Risk Factors”) below

Consulting The Company's consulting and HR outsourcing businesses face strong competition from
other privately and publicly held worldwide and national companies, as well as regional and tocal firms
These businesses compete generally on the basis of the range, quality and cost of the services and
products provided to clients Competitors include independent consulting and outsourcing firms, as well
as consulting and outsourcing operations affillated with accounting, information systems, technology
and financial services firms

Mercer's tnvestment consulting and investment management businesses face competition from many
sources, Including multi-manager services offered by other investment consulting firms and financial
institutions

In many cases, clients have the option of handling the services provided by Mercer and Oliver Wyman
Group internally, withcut assistance from outside advisors

Segmentation of Activity by Type of Service and Geographic Area of Operation.

Financial information relating to the types of services provided by the Company and the geographic
areas of its operations Is incorporated herein by reference to Note 17 to the consolidated financial
statements included under Part i, ltem 8 of this report

Employees

As of December 31, 2010, the Company and its consolidated subsidiaries employed approximately
51,000 people worldwide, including approximately 27,000 in nsk and insurance services and
approximately 23,000 in consulting Approximately 1,000 individuals are employed by the Company at
the parent-company level

EXECUTIVE OFFICERS OF THE COMPANY

The executive officers of the Company are appointed annually by the Company's Board of Directors
As of February 25, 2011, the following individuals were executive officers of the Company

QOrlando D. Ashford, age 42, 1s Senior Vice President, Human Resources, of Marsh & McLennan
Companies Mr Ashford joined the Company in September 2008 Prior to Marsh & McLennan
Companies, he was with the Coca-Cola Company since 2005 in human resource management, most
recently as Group Director of Human Resources for Eurasia and Africa While at Coca-Cola,

Mr Ashford reorganized and rebuilt the Company’s corporate center HR team and headed a company-
wide cultural change iniiative Prior to Coca-Cola, Mr Ashford held positions with Moterola, the Delta
Consulting Group (subsequently Mercer Delta Consulting), Amentech and Andersen Consulting
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Peter J Beshar, age 49, 1s Executive Vice President and General Counsel of Marsh & McLennan
Companies Before joining the Company i November 2004, Mr Beshar was a Litigation Pariner in the
law firm of Gibsen, Dunn & Crutcher LLP Mr Beshar joned Gibson, Dunn & Crutcher in 1995 after
serving as an Assistant Attorney General in the New York Attorney General's office and as the Special
Assistant to Cyrus Vance in connection with the peace negotiations in the former Yugoslavia

M Michele Burns, age 52, 1s Charrman and Chief Executive Officer of Mercer Ms Burns joined the
Company as Executive Vice President on March 1, 2006, assumed the position of Chief Financial
Officer of Marsh & McLennan Companies on March 31, 2006 and moved to her current position with
Mercer on September 25, 2006 Pror to joining the Company, Ms Burns was Executive Vice President
and Chief Financial Officer since May 2004, and Chief Restructunng Officer since August 2004, of
Mirant Corporatton, an energy company Pror to joining Mirant, she was Executive Vice President and
Chiet Financial Officer of Delta Air Lines, Inc from August 2000 to April 2004 She held vanous other
positions 1n the finance and tax departments of Delta beginning in January 1999 Delta filed for
protection under Chapter 11 of the United States Bankruptcy Code in September 2005

John P. Drzik, age 48, i1s President and Chief Executive Officer of Oliver Wyman Group, a position he
assumed in June 2006 From 2003 to 2006, Mr Drzik was President of Mercer Oliver Wyman, which
was formed following the Company’s acquisition of Oliver, Wyman & Company in 2003 He joined
Oliver, Wyman & Company in 1984, became President in 1995, and was appointed Chairman in 2000

Brnan Duperreault, age 62, 1s Director, President and Chief Executive Officer of Marsh & McLennan
Companies, a posttion he assumed in January 2008 Prior to joiming the Company, Mr Duperreault
served as Chairman and Chief Executive Officer of ACE Limited from 1994 to 2004, and continued as
Chairman through the end of 2007 Prior to ACE, Mr Duperreauli was with Amencan International
Group (AlG) for more than 20 years, holding numerous positions and eventually becoming Executive
Vice President of AIG Foreign General Insurance and Chairman and Chief Executive of AlG’s
Amencan International Underwriters (AlU) Mr Duperreault is a Director of Tyco International Ltd

E Scott Gilbert, age 55, 1s Senior Vice President and Chief Complance Officer of Marsh & McLennan
Companies Prior to Jjoining the Company in January 2005, he had been the Chief Compliance Counsel
of the General Electnc Company since September 2004 Prior thereto, he was Counsel, Litigaton and
Legal Policy at GE Between 1986 and 1992, when he joined GE, he served as an Assistant United
States Attorney for the Southern District of New York

Daniel § Glaser, age 50, 1s Charman and Chief Executive Cfficer of Marsh, a position he assurmed in
December 2007 Previously, he had been Managing Director of AIG Europe (U K ) Limited, and the
Regional President of AIG’'s American International Underwriters (AlU) U K flreland diviston He joined
AlG 1n 2000 as President of the firm's Global Energy Division He was named Managing Director of
AIG Europe (U K) in 2002 Mr Glaser began his career in the insurance industry tn 1982 as a Marsh
broker He worked at Marsh for a decade, serving in roles in New York, Lendon and Saudi Arabia
Thereafter, he spent eight years at Willis, where he served as President and Chief Operating Officer of
Willis Risk Solutions, the Withs large accounts practice

David A. Nadler, age 62, 18 Vice Chairman, Office of the CEO of Marsh & McLennan Companies

Dr Nadler founded the Delta Consulting Group, Inc , a consulting firm specializing in executive
leadership and organizattonal change, in 1980 He served as Chairman and Chief Executive Officer of
that firm until its acquisiion by Mercer in 2000, when it became Mercer Delta Consulting Dr Nadler
served as Chairman and Chief Executive Officer of Cliver Wyman's Delta Organization & Leadership
business through December 2005 and remains a Senior Partner of that firm

Vanessa A. Wittman, age 43, 1s Executive Vice President and Chief Financtal Officer of Marsh &
McLennan Companies Prior to joining the Company in September 2008, Ms Wittman was Chief
Financial Officer and Executive Vice President of Adelphia Communications Corp from 2003 to 2007
She Jjoined Adelphia as part of a new executive team that oversaw one of the most complex bankruptcy
cases In U S history While there, Ms Wittman was responsible for accounting, tax and internal audst
functions, operational and field finance, corporate development, and the bankruptcy and investor
relations teams Prior to Adelphia, Ms Wittman served as Chief Financial Officer of 360networks,
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based in Seattle, where she led the Company’s restructuring efforts and successful emergence from
bankruptcy protection tn November 2002 She also has held positions with Microsoft, Metricom Inc
and Morgan Stanley

Peter Zaffino, age 44, 1s President and Chief Executive Officer of Guy Carpenter Pror fo assuming
this position in February 2008, he was an Executive Vice President of Guy Carpenter and had held a
number of senior positions, including Head of Guy Carpenter's U S Treaty Operations and Head of the
firm's Global Specially Practices business Mr Zaffinc has over 20 years of expernence In the
Insurance and Reinsurance industry Prior to joining Guy Carpenter in 2001, he held several senior
positions, most recently serving in an executive role with a GE Capital portfalio company that
specialized in reinsurance

AVAILABLE INFORMATION

The Company Is subject to the informational reporting requirements of the Securties Exchange Act of
1934 In accordance with the Exchange Act, the Company files with the SEC annual reports on Form
10-K, quarterly reports on Form 10-Q and current reperts on Form 8-K The Company makes these
reports and any amendments to these reports avallable free of charge through its website,

WWW MIMC com, as soon as reasonably practicable after they are filed with, or furnished to, the SEC
The public may read and copy these matenals at the SEC's Public Reference Room at 100 F Street,
NE, Washington, DC, 20549 The public may obtain information on the operation of the Public
Reference Room by calling the SEC at 1-800-SEC-0330 The SEC also maintains an internet site at
www sec gov that contains reports, proxy and information statements and other information regarding
issuers, ke the Company, that file electronically with the SEC

The Company also posts on its website the following documents with respect to corporate governance
« Guidelines for Corporate Governance,
+ Code of Business Conduct and Ethics,
= Procedures for Reporting Complaints and Concerns Regarding Accounting Matters, and

» the charters of the Audit Committee, Compensation Committee, Compliance Committee and
Directors and Governance Committee of the Company’s Board of Directors

All of the above documents are available in printed form to any Company stockholder upon request
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ltem1A. Risk Factors

You should consider the nsks described below in conjunction with the other information presented In
this report These rnisks have the potential to matenally adversely affect the Company’s business,
results of operations or financial condition

RISKS RELATING TO THE COMPANY GENERALLY
Legal and Regulatory Issues

We are subject to significant uninsured exposures arising from “errors and omissions”
claims.

Our operating companies provide numerous professional services, including the placement of
insurance and the provision of consulting, actuanal and other services for corporate and public clients
around the world As a result of these activities, the Company and its subsicharies are subjectto a
significant number of errors and omissions, or “E&0,” claims, particutarly in our Marsh and Mercer
businesses In our Risk and Insurance Services segment, such claims include allegations of damages
ansing from our fallure to adequately place coverage or notify insurers of potential claims on behalf of
chents In our Consulting segment, such claims include allegations of damages ansing from our
consulting, actuarial and other services, which frequently involve assumptions and estimates
concerning future events Given the long-tail nature of professional hability claims, E&Q matters often
relate to services provided by the Company dating back many years In each of our segments, E&Q
claims seek damages, including punitive and treble damages, in amounts that could, if awarded, be
signricant and subject us to potental hability for monetary damages, negative publicity, reputational
harm and to diversion of personnel and management resources

In establishing habiitties for errors and omissions claims in accordance with FASB ASC Subtopic

No 450-20 (Contingencies—Loss Contingencies), the Company utiizes case level reviews by inside
and outside counse!l and an internal actuanal analysis to estimate potential losses A hability 1s
established when a loss 1s both probable and reasonably estimable The hability 15 reviewed quarterly
and adjusted as developments warrant In many cases, the Company has not recorded a hability, other
than for legal fees to defend the claim, because we are unable, at the present time, to make a
determination that a loss i1s both probable and reasonably estimable Nevertheless, given the
unpredictability of E&O claims and of litigation that could flow from them, it 1s possible that an adverse
outcome In a particular matter could have a matenal adverse effect on the Company’s businesses,
results of operations, financial condition or cash flow in a given quarterly or annual penod

To the extent that expected losses exceed our deductible in any policy year, the Company also records
an asset for the amount that we expect to recover under any availlable third-party insurance programs
The Company has varying levels of third-party insurance coverage, with policy limits and coverage
terms varying significantly by policy year The Cempany 1s not aware of coverage defenses or other
obstacles to coverage that would imit recovenes through policy year 2001-2002 in a matenal amount
Beginning in 2002, the availlability of third-party insurance has declined

Further, as more fully described in Note 16 to our consclidated financial statements included under

Pan |l, Item 8 of this report, we are subject to legal proceedings, regulatory investigations and other
contingencies other than E&Q claims which, if determined unfavorably to us, could have a material

adverse effect on our business, results of operations or financial condition

Our compliance systems and conirols cannot guarantee that we are in compliance with all
potentially applicable U.S. federal and state or foreign laws and regulations, and actions by
regulatory authorities or changes In legisiation and regulation in the jurisdictions in which we
operate may have an adverse effect on our business

Our activities are subject to extensive regulation under the laws of the United States and its various

states, the European Union and its member states, and the other junisdictions in which we operate For
example, we are subject to regulation by foreign and domestic governments, regulatory agencies such
as the SEC in the United States and the FSA in the Unuted Kingdom, and self-regulatory organizations
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such as FINRA, as described further above under Part |, ltem 1 — Business (Regulation) of this report
Compliance with foreign and U S laws and regulations that are applicable to our operations 1s complex
and may Increase our cost of doing business i international junsdictions These laws and regulations
include import and export requirements, ant-corruption laws such as the U S Foreign Corrupt
Practices Act and the pending anti-bribery law in the UK, local laws prohibiting corrupt payments to
governmental officials, as well as vanous trade sanctions laws such as the vanous international
legislative and regulatory requirements relating to trade with Iran

As a publicly-traded company, we are subject to additional federal, state and other rules and
regulations, including those required by the Sarbanes-Oxley Act of 2002 and the recently adopted
Dodd-Frank Wall Street Reform and Consumer Protection Act, which will subject us to significant
additional executive compensation and corporate governance requirements, many of which have yet to
be implemented by the SEC Compliance with the requirements of these laws and regulations may be
costly and adversely affect our business

While we attempt to comply with all applicable laws and regulations, there can be no assurance that
we, our employees, our consultants or our contractors are in full compliance with all applicable laws
and regulations or interpretations of these laws and regulations at all tmes or that we will be able to
comply with any future laws, regulations or interpretations of these laws and regulations If we fall to
comply with applicable laws and regulations, including those referred to above, we may be subject to
investigations, criminal sanctions or cvil remedies, including fines, Injunctions, loss of an operating
license or approval, increased scrutiny or oversight by regulatory authornities, the suspension of
individual employees, imitations on engaging 1n a particular business or redress to clients The cost of
compliance or the consequences of non-compliance could have a materal adverse effect on our
businesses, results of operations or financial condition In addition, these matters could have a matenal
adverse effect on the Company by exposing us to negative publicity, reputational damage or harm to
our chient or employee relationships

In most junisdictions, government regulatory authonties have the power to interpret or amend
applicable laws and regulations, and have discretion to grant, renew and revoke various licenses and
approvals we need to conduct our activities Such authorities may require the Company to incur
substantial increases in costs in order 16 comply with such laws and regulations In some areas of our
businesses, we act on the basis of our own or the industry’s interpretations of applicable laws or
regulations, which may conflict from state to state or country to country In the event those
interpretations eventually prove different from those of regulatory authorities, we might be penalized or
precluded from carrying on our previous activiies Moreover, the laws and reguiations to which we are
subject may conflict among the vanous junsdictions and countries in which we operate Recent
changes in the regulatory environment may impact our ability to generate additional revenue streams
or enhance revenue streams Any significant impairment of our ability to conduct our business as we
historically have done could have a matenal adverse effect on our business, results of operations or
hnancial condition

Finally, government involvement in the insurance or reinsurance markets could displace insurance or
reinsurance currently available from the private market and adversely affect our business, results of
operations or financial conditicn

Improper disclosure of personal data could result in legal liability or harm our reputation.

In many junsdictions, we may have certain oblhigations to maintain the secunty and privacy of our
clients’ confidential and propnetary information and the personal information of ocur employees, our
individuat customers, and our chents’ employees and retrement and other benefit plan participants We
maintain policies, procedures and technological safeguards designed to protect the security and
privacy of this information Nonetheless, we cannot entirely eliminate the risk of improper access to or
disclosure of personal information Such disclosure could harm our reputation and subject us to llability
under our contracts, as well as laws and regulations, resulting in increased costs or loss of revenue

Further, data privacy 1s subject to frequently changing laws, rules and regulations In the various
|junsdictions and countries in which we operate Our failure to adhere to or successfully implement
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processes In response to changing legal or regulatory requirements in this area could result in legal
frability or impairment to our reputation in the marketplace, as well as the general nsks descnbed above
relating to our compliance systems and controls

Financial Risks

Our pension obligations may cause the Company’s earnings and cash flows to fluctuate.

Volatility in equity and bond market conditions may have an unfavorable impact on the value of the
Company’s pension trust assets and estimated future pension habilites As a result, the Company’s
financial results in any period could be negatively impacted In addiion, in a penod of an extended
financial market downturn, the Company could be required to provide incremental pension plan funding
with resulting hgudity nsk which could negatively impact the Company’s financial flexibility

The Company has significant pension obligations to its current and former employees, totaling
approximately $11 billion at December 31, 2010 The magnitude of our worldwide pension plans
means that our earnings and the funded status of cur pension plans are comparatively sensitive to
factors such as equity and bond market returns, as well as the assumed Interest rates we use {0
discount our pension habilities, rates of inflation and mortality assumptions In accordance with ASC
Topic No 715, the Company reflects the over- or under-funded amount of its pension plans as assets
or habilities, respectively Vanations in any of the preceding factors could cause significant fluctuation
In our earnings as well as our shareholder's equity from year to year and may result in increased levels
of contributions to our pension plans

Our results of operations could be adversely affected by economic and political conditions
and the effects of these conditions on our clients’ businesses and levels of business activity.

Global economic and political conditions affect our clients’ businesses and the markets they serve In
2008 and 2009, the credit markets and the financial services industry experienced a period of
unprecedented turmoil and upheaval charactenzed by the bankruptey, fallure, collapse or sale of
various financial institutions and an unprecedented level of intervention from the United States and
foreign governments These economic conditions have resulted in negative iImpacis on businesses and
financial institutions, and financial services entities in particular The global economic crisis has had a
significant effect on our Consulting segment in particular Many of our clients have been reducing
expenses, including amounts they spend ¢n consulting services If these economic conditions persist
or deteriorate, they could potentally have a significant impact on our operations

These economic condiions may reduce demand for our services or depress pricing of those services,
which could have a matenal adverse effect on our results of operations Changes in global economic
conditions could also shift demand to services for which we de not have competitive advantages, and
this could negatively affect the amount of business that we are able to obtain Should it become
necessary for us to further restructure our business, including reducing our work force, as a result of
these market conditions or other factors that reduce the demand for our products and services, our
ability to execute our business strategy could be adversely affected

Financial institution falures may cause us to incur increased expenses or make it more difficult either
to utiize our existing debt capacity or otherwise obtain financing for our operations, investing activities
{including the financing of any future acquisitions), or financing activities

Our cash investmenits, including those held in a fiduciary capacity, are subject to general credi,
Iquidity, counterparty, market and interest rate nisks that may be exacerbated by the recent global
financial cnsis If the banking system or the fixed income, credit or equity markets deteriorate further or
remain volatile, the values and hquidity of our iInvestments could be adversely affected
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Credit rating downgrades would increase our financing costs and could subject us to
operational risk.

Both Moody's and Standard & Poor's downgraded the Company's senior debt credit rating 1n late 2004
and S&P anncunced a further downgrade in December 2007 Currently, the Company’s senior debt 1s
rated Baa2 by Moody's and BBB- by S&P These ratings are the next-to-lowest investment grade
rating for Moody's, and the lowest investment-grade rating for S&P

If we need to raise capital in the future (for example, in order to fund matunng debt cbligations or
finance acquisitions or other intiatives), any further credit rating downgrade would increase our
financing costs, and could imit our access to financing sources Further, we believe that a downgrade
to a rating below investment-grade could result in greater operational nsks through increased operating
costs and increased competitive pressures

Our significant non-U.S. operations expose us to exchange rate fluctuations and various
risks that could impact our business.

We are subject to exchange rate risk because some of our subsidianes receive revenue other than in
thewr functional currencies, and because we must translate the financial results of our foreign
substdianes into U S dollars Our U S operations earn revenue and incur expenses pnmanly in U S
dollars In certain Junisdictions, however, our Risk and Insurance Services operatons generate revenue
in & number of different currencies, but expenses are almost entirely incurred in local currency Due to
fluctuations n foreign exchange rates, we are subject to economic exposure as well as currency
translation exposure on the profits of our operations Exchange rate nisk could have a significant impact
on our financial condition, results of operations or cash flow

Increased counterparty risk and changes in interest rates could reduce the value of our
investment portfolio and adversely affect our financial results.

As was evident in the recent financial crisis, counterparty nsk can quickly escalate resulting in
substantial trading and investment losses for corporate and other investors In addition, we may incur
mnvestment losses as a result of unusual and unpredictable market developments, and we may
continue to experence reduced investment earnings If the yields on invesiments deemed to be low nsk
remamn low

We are a holding company and, therefore, may not be able to receive dividends or other
distributions 1n needed amounts from our subsidiaries.

The Company s organized as a holding company, a legal entity separate and distinct from our
operating subsidianes As a holding company without significant operations of our own, we are
dependent upon dividends and other payments from our operating subsidianes to meet our obligations
for paying principal and interest on outstanding debt obligations, for paying dividends to stockholders
and for corporate expenses In the event our operating subsidiaries are unable to pay dvidends and
other payments to the Company, we may not be able to service debt, pay obligations or pay dividends
on common stock

Further, the Company denves a significant portion of its revenue and operating profit from operating
subsidianes located outside the U S Since the majority of financing obligations as well as dividends te
stockholders are made from the U S, it 1s important to be able to access cash generated outside the

U S Funds from the Company’s operating subsidiaries outside of the U S are penodically repatnated
to the U S8 wia shareholder distnbutions and repayment of intercompany financing A number of factors
may anse that could imit our ability to repatnate funds or make repatniation cost prohibitive, including,
but not limited to, foreign exchange rates and tax-related costs

in the event we are unable to generate cash from aur cperating subsidianies for any of the reasons
discussed above, our overall liquidity could detenorate
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International Operations

We are exposed to multiple risks associated with the global nature of our operations.

We do business worldwide In 2010, 56 percent of the Company's total operating segment revenue
was generated from operations outside the United States, and over one-half of our employees are
located outside the United States We expect to expand our non-U S operations further

The geographic breadth of our activiies subjects us to significant legal, economic, operational, market,
compliance and reputational nsks These include, among others, risks relating to

— economic and pehitical conditions in foreign countries, including the recent disruption in the
global financial markets,

— potential conflicts of interest that may anse as we expand the scope of our businesses and
our chent base,

— internationat hostilities, terronst activities, natural disasters and infrastructure disruptions,
— local investment or other financial restrnictions that foreign governments may impose,

— potential costs and difficulties 1n complying, or monitonng compliance, with rules relating to
trade sanctions administered by the U S Office of Foreign Assets Control, the requirements
of the US Foreign Corrupt Practices Act, or other U S laws and regulations applicable to
business operations abroad,

- limitations that foreign governments may impose on the conversion of currency or the
payment of dividends or other remittances to us from our non-U S subsidianes,

— withholding or other taxes that foreign governments may impose on the payment of dividends
or other remittances to us from our non-U S subsidiaries,

- potential transfer pncing-related tax exposures that may resuit from the allocation of U S -
based costs that benefit our non-U 8 businesses,

- the length of payment cycles and potential difficutties in collecting accounts receivable,
particularly in ight of the increasing number of insolvencies in the current economic
environment and the numerous bankruptey laws to which they are subject,

— engaging and relying on third parties to perform services on behalf of the Company,
— potenhal difficulties 1n menitoring employees In gecgraphically dispersed locations, and

- potential costs and difficulties in complying with a wide variety of foreign laws and regulations
(including tax systems) administered by foreign government agencies, some of which may
conflict with U S or other sources of law

Our inability to successfully recover should we experience a disaster or other business
continuity problem could cause matenal financial loss, loss of human capital, regulatory
actions, reputational harm or legal liabihty.

Should we expenence a local or regional disaster or other business continuity problem, such as an
earthquake, hurncane, terronst attack, pandemic, secunty breach, power loss, telecommunications
fallure or other natural or man-made disaster, our continued success will depend, in part, on the
avallability of our personnel, our office faciliies, and the proper functioning of our computer,
telecommunication and other related systems and operations In such an event, our operattonal size,
the multiple locations from which we operate, and our existing back-up systems would provide us with
animportant advantage Nevertheless, we could still expernence near-term operational challenges with
regard to particular areas of our operations, such as key executive officers or personnel

Our operations, particularly within our Consulting segment, are dependent upon our ability to protect
our technology infrastructure against damage from business continuity events that could have a
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significant disruptive effect on our operations We could potentially lose client data or experence
matenal adverse interruptions to our operations or delivery of services to our clients In a disaster
recovery scenaro

We regularly assess and take steps to improve upon our existing business continuity plans and key
management succession However, a disaster on a significant scale or affecting certain of our key
operating areas within or across regions, or our inability to successfully recover should we expenence
a disaster or other business continuity problem, could matenally interrupt our business operations and
cause material financial loss, loss of human capital, regulatory actions, reputational harm, damaged
chent relattonships or legal hability

Competitive Risks

Each of the Company’s businesses operates in a highly competitive environment. If we fail
to compete effectively, our business and results of operations will suffer.

As a global professional services firm, the Company experiences acute and continuous competition in
each of its operating segments Qur ability to compete successfully depends on a vanety of factors,
including our geographtc reach, the sophistication and quality of our services, our pricing relative to
competitors and our customers’ option to self-insure or utiize internal resources instead of consultants
It we are unable to respond successiully to the competition we face, our business and results of
operations will suffer

In our Risk and Insurance Services segment, we compete intensely against a wide range of other
Insurance and reinsurance brokerage firms that operate on a global, regional, national or local scale for
both client business and employee talent We compete as well with insurance and reinsurance
companies that market and service their insurance products without the assistance of brokers or other
market intermediaries, and with various other companies that provide nsk-related services The above
competiticn 1s intensified by an industry trend toward a “syndicated” or “distributed” approach to the
purchase of insurance and re:nsurance brokerage services, whereby a client engages multiple brokers
to service different portions of the client's account

In our Consulting segment, we compete for business and employee talent with numerous independent
consulting firms and organizations affilated with accounting, information systems, technology and
financial services firms around the world

The loss of key professionals could hurt our ability to retain existing chent revenues and
generate revenues from new business

Across all of our businesses, our personnet are crucial to developing and retaining the client
relationships on which our revenues depend It is therefore very important for us to retain significant
revenue-producing employees and the key managenal and other professionals who support them We
face numerous challenges in this regard, including

— the intense compettion for talent in all of our businesses,
-~ the general mobility of professionals in our businesses, and

- the dificulties we may face in offering compensation of a type and amount {including equity-
based compensation) sufficient to attract, motivate and retain valuable employees

Losing employees who manage or support substantial client retationships or possess substantal
expernence or expertise could adversely affect our ability to secure and complete client engagements,
which would adversely affect our resuits of operations In addition, if any of our key professionals were
to join an existing competitor or form a competing company, some of our clients could choose to use
the services of that competitor instead of our services

Consolidation in the industries that we serve could adversely affect our business

Companies in the industnes that we serve may seek to achieve economies of scale and other
synergles by combining with or acquiring other companies |f two or more of our current clients merge
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or consolidate and combine their operations, it may decrease the amount of work that we perform for
these clients If one of our current chents merges or consolidates with a company that relles on another
provider for its services, we may lose work fromn that chent or lose the opportunity to gain additional
work The increased market power of larger companies could also increase pricing and competitive
pressures on us Any of these possible results of industry consolidation could adversely affect our
business Guy Carpenter s especially susceptible to this nisk given the imited number of insurance
company ctients and reinsurers in the marketplace

Our businesses face rapid technological changes and our failure to adequately anticipate
or respond to these changes could adversely affect our business and results of operations.

To remain competitive In many of our business areas, we must identify the most current technologies
and methodologies and integrate them into our service offerings For example, Guy Carpenter's nsk-
modeling services are increasingly dependent on implementing advanced software and data-
compilation tools and Mercer's ability to price its outsourcing services competitively 1s highly dependent
on the efficient and cost effective use of technology If we do not make the correct technology choices
or investments, or if our choices or investments are insufficiently prompt or cost-effective, our business
and results of operations could suffer

Acquisitions and Dispositions

We face risks when we acquire and dispose of businesses.

We have a history of making acquisitions, including a total of 26 acquisttions In the period 2008-2010
for aggregate purchase consideration of $1 3 billion We have also exited various businesses, including
the sale of Putnam Investments Trust (“Putnam”) in August 2007 and the sale of Kroli in the third
quarter of 2010 We expect that acquisitions will continue to be a key part of our business strategy Our
success in this regard will depend on our ability to identify and compete for appropriate acquisition
candidates and to complete with favorable results the transactions we decide to pursue

While we intend that our acquisitions will improve our competitiveness and profitability, we cannot be
certain that our past or future acquisitions will be accretive to earnings or otherwise meet our operational
or strategic expectations Acquisitions involve special risks, including accounting, regulatory, compliance,
information technology or human rescurces tssues that could anse in connection with, or as a result of,
the acquisiion of the acquired company, the potential assumption of unanticipated habiliies and
contingencies and ditficulties in integrating acquired businesses, and acquired businesses may not
achieve the levels of revenue, profit or productivity we anticipate or otherwise perform as we expect In
addition, if in the future, the performance of our reporting units or an acquired business vanes from our
projections or assumptions, or estimates about future profitability of our reporting units or an acquired
business change, the estimated fair value of our reporting urnits or an acquired business could change
matenally and could result in an impairment of goodwill and other acquisition-retated intangible assets
recorded on our balance sheet or 1n adjustments in contingent payment amounts Given the significant
size of the Company’s goodwill and intangible assets, a write-down of this sort could have a matena!
adverse effect on our results of operations in any given penod As of December 31, 2010, the Company’s
consoldated balance sheet reflected $6 8 billion of goodwill and intangible assets, representing
approximately 45 percent of the Company's total consolidated assets and allocated by reporting segment
as follows Risk and Insurance Services, $4 7 billon and Consulting, $2 1 billion

When we dispose of businesses we are subject to the nsk, contractually agreed or otherwise, of post-
transaction habiities For example, as described in Note 16 to our consolidated financial statements
included under Part Il, ltem 8 of this report, we have retained certain contingent ihgation habilittes
relating to Putnam and Kroll

RISKS RELATING TO OUR R!SK AND INSURANCE SERVICES SEGMENT

Our Risk and Insurance Services segment, conducted through Marsh and Guy Carpenter, represented
54 percent of the Company’s total operating segment revenue in 2010 Cur business In this segment 15
subject to particular nsks
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Results in our Risk and Insurance Services segment may be adversely affected by a
general decline in economic activity.

Demand for many types of insurance and reinsurance generally rises and falls as economic growth
expands or slows This dynamic affects the level of commissions and fees generated by Marsh and
Guy Carpenter To the extent our clients become adversely affected by dechning business conditions,
they may choose to limit their purchases of insurance and reinsurance coverage, as applicable, which
would inhibit our ability to generate commission revenue, and may decide not to purchase our risk
advisory services, which would inhubit our ability to generate fee revenue Moreover, insolvencies and
combinations associated with an economic downturn, especially insolvencies and combinations in the
insurance industry, could adversely affect our brokerage business through the loss of chients or by
hampering our ability to place insurance and reinsurance business Guy Carpenter 1s especially
susceptible to this risk given the imited number of insurance company clients and reinsurers 1n the
market place

Volatility or declines in premiums and other market trends may significantly impede our
ability to improve revenues and profitability.

A significant portion of our Risk and Insurance Services revenue consists of commissions paid to us
out of the premiums that insurers and reinsurers charge our clients for coverage Our revenues and
profitabihty are subject to change to the extent that premium rates fluctuate or trend in a particular
direction The potental for changes in premium rates 1s significant, due 1o the general phenomenon of
pricing cyclicality in the commercial insurance and reinsurance markets

In addition to movements in premium rates, our ability to generate premium-based commission
revenue may be challenged by the growing availability of alternative methods for clients to meet their
nsk-protection needs This trend includes a greater willingness on the part of corporations to “self-
insure,” the use of so-called “captive” iInsurers, and the advent of capital markets-based solutions to
traditional insurance and reinsurance needs Further, the profitability of our Risk and Insurances
Services segment depends in part on ensuring that our professionals are compensated not only for
insurance and reinsurance transactions, but for the increasing analytical services and advice that we
provide If we are unable to achieve and maintain adequate billing rates for all of cur services, cur
margins and profitability could suffer

RISKS RELATING TC OUR CONSULTING SEGMENT

Our Consulting segment, conducted through Mercer and Qliver Wyman Group, represented 46 percent
of our total operating segment revenue In 2010 Our businesses in this segment 1s subject to particular
risks

Demand for our services might decrease for various reasons, including a general economic
downturn, a decline in a client’s or an industry’s financial condition, or changes in government
regulation.

Our Consulting segment has histonically achieved significant annual revenue growth Despite this
history, however, the recent global economic conditions have resulted in negative impacts on
businesses and financial institutions Many of our clients, including financial insttutons, corperations,
governmental entities and pension plans, have been reducing expenses, including amounts spent on
consulting services The evolving needs or financtal circumstances of our ¢clients may challenge our
ahilnty to \ncrease revenues and profitability and reduce demand for our services If the economy or
rmarkets in which we operate experience continued weakness at current levels or deteriorate further,
our business, financial condition and results of operations could be matenally and adversely affected

In addition, demand for many of Mercer's benefits services i1s affected by government requlation and
tax rules, which drive our clients’ needs for benefits-related services For example, significant changes
Iin government regulations affecting the value, use or delivery of benefits and human resources
programs, including changes in regulations relating to health and welfare plans, defined contribution
plans, or defined benefit plans, may adversely affect the demand for or profitability of Mercer's
services
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Factors impacting defined benefit pension plans could adversely affect Mercer.

Mercer currently provides corporate, multi-employer and public clients with censulting and
actuarnal services relating to defined benefit pension plans The nature of our work, particularly our
actuanal services, 1s complex, and involves numerous assumptions and estimates regarding future
events, including interest rates used to discount future habilities, estimated rates of return for a plan's
assets, healthcare cost trends or participants’ Iife expectancies Chents dissatisflted with our services
have brought, and may bring, claims against us In addition, over the past several years, the funded
status of defined benefit pension plans has declined markedly A number of Mercer's clients have
frozen or curtailed their defined benefit plans and moved to defined contnibution plans resulting in
reduced revenue for Mercer’s retirement business These developments could adversely affect
Mercer's business and operating results

Our profitability may suffer if we are unable to achieve or maintain adequate utilization and
pricing rates for our consultants.

The profitability of our Consulting businesses depends in part on ensunng that our consultants
maintain adequate utilization rates (1 e , the percentage of our consultants’ working hours devoted to
billable activities) Our utihzation rates are affected by a number of factors, including

— our ability to transition consultants promptly from completed projects to new assignments, and
to engage newly hired consultants quickly in revenue-generating activities,

— our ability to continually secure new business engagements, particularly because a portion of
our work 1s project-based rather than recurring in nature,

— our ability to forecast demand for our services and thereby maintain appropriate headcount in
each of our geographies and workforces,

— our ability to manage attrition,
- unanticipated changes in the scope of client engagements,

- the potential for conflicts of interest that might require us to decline client engagements that
we otherwise would have accepted,

— our need to devote time and resources to sales, training, professional development and other
non-billable activities,

— the potential disruptive impact of acquisihions and dispositions, and
— general economic conditions

The factors listed above, and therefore also our utiization rates for service personnel, have been
adversely affected by recent macroeconomic conditions If the utiization rate for our consulting
professionals continues to decline, our profit margin and profitability would suffer

In addition, the profitablity of our Consulting businesses depends on the prices we are able to charge
for our services Our pricing power I1s affected by a number of factors, including

— clients’ perception of our ability to add value through our services,

— market demand for the services we provide,

— our ability to develop new services and the introduction of new services by competitors,
— the pricing policies of our competitors,

— changes In the extent to which our clients develop in-house or other capabilities to perform
the services that they might otherwise purchase from us, and

— general economic conditions
Our pricing has also been adversely affected by the recent economic cnsis If we are unable to achieve
and maintain adequate billing rates for our services, our margins and profitability could suffer
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Our quarterly revenues and profitability may fluctuate significantly.

Quarterly vanations in revenues and operating results at Mercer and Oliver Wyman Group may occur
due to several factors These include

the significance of client engagements commenced and completed during a quarter,
-~ the unpredictability of the iming and amount of success fees,

— the possibility that clients may decide to delay or terminate a current or anticipated project as
a result of factors unrelated to our work product or progress,

- fluctuations in consultant hinng and utihzation rates and clients' ability to terminate
engagements without penalty,

- seasonality at Mercer due to the impact of regulatory deadlines and other tuming factors to
which our clients are subject,

— the success of our strategic acquisitions, allances or investments,

— macroeconcmic factors such as changes in foreign exchange rates, interest rates and global
securiies markets, particularly in the case of Mercer, where fees in certain business lines are
denved from the value of assets under management (or administration) and declines tn global
securities markets could result in a decline in revenue and profitabiity of these business lines,
and

— general economic conditions, since results of operations in our Consulting businesses are
directly affected by the levels of business actvity of our clients, which in turn are affected by
the level of economic activity (n the Industries and markets that they serve

A significant portion of total operating expenses at Mercer and Oliver Wyman Group 1s relatively fixed
Therefore, a vanation in the number of client assignments or in the timing of the initiation or the
completion of chent assignments can cause significant vanatons in guarterly operating resulis for
these businesses

it we are unable to collect our receivables or unbilled services, our results of operations
and cash flows could be adversely affected.

Our business depends on our abihty to successiully obtain payment from our clients of the amounts
they owe us for work performed We evatuate the financial conditton of our chients and usually bill and
collect on relatively short cycles There 1s no guarantee that we will accurately assess the
creditworthiness of our clients Macroeconomic conditions could also result In financial difficulties for
our chents, and as a result could cause clients to delay payments to us, request modifications to their
payment arrangements that could increase our receivables balance, or default on their payment
obhgations to us The increasing number of Insolvencies in the current economic environment and the
numerous bankruptcy laws to which they are subject could also adversely affect our ability to collect
receivables or unbilled services Timetly collection of client balances depends on our ability to complete
our contractual commitments and bill and collect our contracted revenues If we are unable to meet our
contractual requirements, we might expenence delays in collection of and/or be unable to collect our
chent balances, and if this occurs, our results of operations and cash flows could be adversely affected
In addition, If we expenence an increase In the time to bill and collect for our services, our cash flows
could be adversely affected

item 1B. Unresolved Staff Comments.

There are no unresolved comments to be reparted pursuant to ltem 1B
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tem 2 Properties.

Marsh & McLennan Companies and its subsidianes maintain their corporate headquarters in and
around New York City We also maintain other offices around the world, prmarily in leased space In
certain circumstances we may have space that we sublet to third parties, depending upon our needs In
particular locations

Marsh & McLennan Companies and certain of its subsidiaries own, directly and indirectly through
special-purpose subsidianes, a 55% ccndominium interest covering approximately 900,000 square feet
In a 44-story bulding in New York City This real estate serves as the Company’s New York
headquarters and 15 occupled primarily by the Company and its affiliates for general corporate use
The remaining 45% condominium interest in the 1166 Property 1s owned by an unaffihated third party
The Company’s owned interest 1s financed by a 30-year loan that 1s non-recourse to the Company
(except in the event of certain prohibited actions) and secured by a first morigage lien on the
condominium interest and a first prionty assignment of leases and rents In the event (1) the Company
is downgraded below B/B2 (Stable) by any of S&P, Fitch and Moody’s or (2) an event of default has
occurred and 1s continuing, the Company would be obligated to pre-fund certain reserve accounts
relating to the mortgaged property, including a rent reserve account In an amount equal to three
months rent for the entire occupancy of the mongaged property

ltem 3. Legal Proceedings.

Information regarding legal proceedings 1s set forth in Note 16 10 the consolidated financial statements
appearing under Part ll, Item 8 ("Financial Statements and Supplementary Data”) of this report
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PARTII

Item 5. Market for the Company’s Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities.

For information regarding dividends paid and the number of holders of the Company’s common
stock, see the table entitled “Selected Quarterly Financial Data and Supplemental Information
(Unaudited)” below on the last page of Part ll, ltem 8 (“Financial Statements and Other Supplementary
Data") of this report

The Company’s common stock Is listed on the New York, Chicago and London Stock Exchanges The
following table indicates the high and low prices (NYSE composite quotations) of the Ccmpany's
common stock during 2010 and 2009 and each quarterly penod thereof

2010 2009
Stock Pnce Range  Stock Price Range
High Low High Low
First Quarter $2484 $2117 $2513 1718
Second Quarter $2547 $2021 $2281 1843
Third Quarter $2472 $2213 $2492 1848
Fourth Quarter $2750 $2340 $2546 2145
Full Year $2750 %2021 $2546 1718

On February 18, 2011, the closing price of the Company's common stock on the NYSE was $30 78

Pursuant to a September 2010 authorization by the Company’s Board of Directors to repurchase
shares of its common stock up to a dollar value of $500 mullion, the Company repurchased 3,365,889
shares of its common stock during the fourth quarter of 2010 The Company remains authonzed to
repurchase shares of its common stock up to a dollar value of approximately $414 5 milion There 1s
no time limit on this authorzation

(c)
Total Number of

G
(a) Shares (or Units) Maximum Number
Total Number (b) Purchased as (or Approximate Dollar Value)
of Shares Average Price  Part of Publicly of Shares (or Units) that May
{or Units) Paid per Share Announced Plans Yet Be Purchased
Period Purchased (or Umit) or Programs Under the Plans or Programs
Oct 1-31, 2010 — _ — $500,000,000
Nov 1-30, 2010 2,543,790 $25 1103 2,543,790 $436,124,756
Dec 1-31, 2010 822,099 $26 3080 822,099 $414, 497,001
Total Q4 2010 3,365,889 $25 4028 3,365,889 $414,497,001
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Item 6. Selected Financial Data.

Marsh & McLennan Companies, Inc. and Subsidiaries
FIVE-YEAR STATISTICAL SUMMARY OF OPERATIONS

For the Years Ended December 31,

{in milhons, except per share higures) 2010 2009 2008 2007 2006
Revenue $10,550 $ 9,831  $10,730  $10,370 $ 9,589
Expense
Compensation and Benefits 6,465 6,182 6,830 6,609 6,141
Other Operating Expenses 3,146 2 871 3,221 3,004 2,613

Total Expense 9,611 9,053 10,051 §,613 8,754
Operating Income @ 939 778 679 757 835
{nterest Income 20 17 47 85 60
Interest Expense (233) (241) (220) {266) (303)
Investment Income (Loss) 43 (2) (12} 173 207
Income Before Income Taxes 769 552 494 759 799
Income Taxes 204 21 113 257 219
Income From Continuing Operations 565 531 381 502 580
Discontinued Operations, Net of Tax 306 (290} (443} 1,987 418
Net Income (Loss) 871 241 (62) 2,489 998
Less Net Income Attributable to Non-Controlling Interests 16 14 11 14 8
Net Income {Loss) Attnbutable to the Company $ 855 § 227 $ (73 $ 2475 $ 99
Basic Income (Loss) Per Share Information

Income From Continuing Operations $ 1,01 $ 087 § 070 $ 088 $ 102

Discontinued Operations $ 0565 & (054) § (083 § 361 $ 075

Net Income (Loss) Attributable to the Company $ 156 8§ 043 § (013) $ 449 $ 177
Average Number of Shares Qutstanding 540 522 514 539 550
Diluted Income (Loss) Per Share Information

Income From Continuing Operations $ 100 $ 096 $ 070 $ o088 $ 10

income (Loss) From Discontinued Operations $§ 055 & (054) &% (0B84 $ 357 3 072

Net Income (Loss) Attnbutable to the Company $ 155 § 042 § (014) $ 445 $ 173
Average Number of Shares Quistanding 544 524 515 542 553
Dwidends Paid Per Share $ 081 $ 080 $ 08 $ 076 $ 068
Return on Average Stockholders’ Equity 14% 4% N/A 36% 18%
Year-end Financial Position
Working capital $2171 §$ 1,216 $ 1391 § 1,834 $ 1,036
Total assets 815,310 $15337 $15206 $17,359 $18,137
Long-term debt $ 3026 $ 3034 §$ 3194 § 3,604 $ 3,860
Stockholders' equity $6415 $583 § 5760 § 7,853 $ 5,842
Total shares outstanding (net of treasury shares) 541 530 514 520 552
Other Information
Number of employees 51,000 49,000 50,100 51,300 48,400
Stock price ranges—

U S exchanges — High $ 2750 $ 2546 §$ 3682 $ 3390 $ 3273

— Low $ 2021 $ 1718 §$ 2096 § 2312 § 24 00

(a) Includes the impact of net restructunng costs of $141 million, $243 mullion, $328 million, $98 million and $86
milion in 2010, 2009, 2008, 2007 and 2006, respectively

See Management’s Discussion and Analysis of Financial Condition and Results of Operations, appearing
under Amended ltem 7 of this repon, for discussion of significant items affecting our results of operations in

2010, 2009 and 2008
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations.

General

Marsh & MclLennan Companies, Inc and Subsidianes (the “Company”) 1s a global professional
services firm providing advice and solutions in the areas of nisk, strategy, and human capital The
Company’s subsidiaries include Marsh, which provides nsk and insurance services, Guy Carpenter,
which provides reinsurance services, Mercer, which provides human resource and related financial
advice and services, and Oliver Wyman Group, which provides management consulting and other
services The Company's approximately 51,000 employees wordwide provide analysis, advice and
transactional capabilities to clients in over 100 countries

The Company’s business segmenis are based on the services provided Risk and Insurance Services
includes nsk management and insurance and reinsurance broking and services, provided pnmanly by
Marsh and Guy Carpenter Consulting, which comprises the activities of Mercer and Oliver Wyman
Group, includes human resource consulting and related investment and outsourcing services, and
specialized management, economic and brand consulting services

In the tirst quarter of 2010, Kroll completed the sale of Kroll Laboratory Specalists (KLS) and on
August 3, 2010, the Company completed the sale of Kroll to Altegnity for cash consideration of $1 13
billon The account balances and activities of Krofl and KLS were segregated and reported as
discontinued operations in the accompanying consolidated balance sheets and the accompanying
consolidated statements of ncome During the second quarter of 2009, Kroll sold Kroll Government
Services (“KGS"), which has been classified as a discontinued operation In 2008, the Company
disposed of its U S and U K restructuning businesses to their respective management teams in
separate leveraged buyouts

With the Kroll disposition completed in August 2010, along with the previous disposals of other
businesses between 2008 and 2010, the Company has now divested its entire Risk Consulting and
Technology segment As described in Note 1 to the consolidated financial statements, based on the
terms and conditions of the divestitures of the Corporate Advisory and Restructunng businesses
{“CARG") In 2008, the Company determined it has “continuing involvement” in those businesses, as
that term 1s used in SEC Staff Accounting Bulletin Topic 5e Therefore classification of CARG as
discontinued operations 1s not appropriate, and their financial results in the current and prior penods
are included in operating income The runoff of the Company’s involvement in the CARG businesses 1s
now managed by the Company’s corporate departments, and consequently, the financial results of
these businesses are now included in “Corporate” for segment reporting purposes

We describe the pnmary sources of revenue and categones of expense for each segment below, in our
discussion of segment financal results A reconcihation of segment operating income to total operating
income 15 included in Note 17 to the consolidated financial statements included in Part Il ltem 8 n this
report The accounting policles used for each segment are the same as those used for the

consolidated financial statements

This MD&A contains forward-looking statements as that term 1s defined in the Private Secunties
Liigation Reform Act of 1995 See “Information Concerning Forward-Looking Statements” at the outset
of this report

Significant Developments

The Company’s historical financial information should be viewed in light of the significant developments
discussed below

+ The sale of KL3 in the first quarter of 2010 and Krofl in August of 2010 Both businesses have
been reclassified as discontinued operations for all pencds presented The sale of Kroll
Government Services ("KGS") in the second quarter of 2009 The loss on the disposal and the
results of KGS operations are included in discantinued operations
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» Resolution in June 2010 of the iigation brought by the Alaska Retirement Management Board

(“ARMB"} on behalf of two Alaska benefit plans against Mercer, relating to work in the period
1992 to 2004 This settlement, In which Mercer expressly denied liability, resolved all claims
against Mercer by the ARMB and State of Alaska related to this matter Under terms of the
settlement, Mercer paid $500 million, of which $100 milion was covered by insurance

The settlement in the fourth quarter of 2009 of the secunties and ERISA class action lawsuits
filed 1In 2004 As a result, the Company recorded a $205 muhon net charge in December 2009,
which 15 tax deductible Without admitting any liability or wrongdoing, the Company agreed to
pay a total of $435 million to settle both lawsuits and received $230 millton from its insurance
carriers A group of stockholders, representing approximately 4% of eligible shares, inttially
indicated their intent to op1 out of this settlement, but subsequently agreed to opt In to the
settlement for an additional payment of $25 millon This additional settlement cost was accrued
in the consolidated balance sheet at December 31, 2009 All claims related to these lawsuits are
now fully resolved

The impact of acquisitions in the Risk and Insurance Services segment In the first quaner of
2010, Marsh acquired Haake Companies, Inc , one of the largest insurance broking firms in the
Midwest region and Thomas Rutherfoord, Inc , one of the largest insurance broking firms in the
Southeast and mid-Atlantic regions of the U S In the second quarter of 2010, Marsh acquired
HSBC Insurance Brokers Ltd (“HIBL"}, an international provider of nsk intermediary and nsk
advisory services and the Bostoman Group Insurance Agency, Inc and Bostonitan Solutions,

Inc (collectively the "Bostonian Group”), one of the largest regional insurance brokerages in
New England In the fourth quarter of 2010 Marsh acquired Strategic Benefits Solutions, Inc
{“SBS"), a Georgia-based benehits brokerage and consulting firm and Thon Group, Inc {“Trion™),
an insurance consultant and broker in the United States that was the largest privately held
employee benefits specialist in the nation |n September 2009, Marsh acquired International
Advisory Services, Ltd , the largest independent manager of captives and third-party insurance
companies n Bermuda In December 2009, Marsh acquired the NIA Group, LLC, one of the
largest iIndependent insurance agencies in the Northeast and the 34t largest agency nthe U S
In April 2008, Guy Carpenter completed the acquisthion of John B Collins Associates, Inc
previously the fifth-largest reinsurance intermediary i the U 8 and sevenih-largest in the world
In October 2009, Guy Carpenter completed the acquisition of London-based specialty
reinsurance broker Rattner Mackenzie Limited from HCC Insurance Holdings, Inc See Note 4 to
the Consolidated Financial Statements

The impact of acquisitons made in the Consulting segment In July 2010, Mercer acquired
Innovative Process Administration (“IPA”), a provider of health and benefit recordkeeping and
employee enroliment technology In August 2010, Mercer acquired ORC Worldwide, a premter
provider of HR knowledge, data and solutions for professionals in numerous industnes In
January 2011, Mercer acquired Hammond Assoctates, the third largest investment consutting
company for endowments and foundations inthe U S
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Consclidated Results of Qperations

For the Years Ended December 31,

(In millions, except per share figures) 2010 2009 2008
Revenue $10,550 $9,831 $10,730
Expense
Compensation and benefits 6,465 6,182 6,830
Other operating expenses 3,146 2,871 3,221
Operating expenses 9,611 9,053 10,051
Operating Income $ 939 $ 778 $ 679
Income from Continuing Operations $ 565 $ 531 $ 3881
Discontinued Operations, net of tax 306 (290) (443)
Net Income (Loss) $ 8n $ 241 $ (62)
Net Income (Loss) Attributable to the Company $ 8556 $ 227 $ (73)
Income from Continuing Operations Per Share:
Basic $ 1.01 $ 097 $ 070
Diluted $ 1.00 $ 096 $§ 070
Net Income (Loss) Per Share Attributable to the
Company:
Basic $ 1.56 $ 043 $ (013)
Diluted $ 1.55 $ 042 $ (014)
Average humber of shares outstanding-
Basic 540 522 514
Diluted 544 524 515
Shares outstanding at December 31, 541 530 514

Consolidated operating income was $939 million tn 2010 compared with $778 milion in the prior year
The 2010 results include a $400 milion charge, net of Insurance recovenes, for the resolution of the
ihigation brought by the ARMB and restructuring and other noteworthy charges of $139 million The
2009 results include a $230 million charge, net of insurance recoveries, for the settlement of the
secunties and ERISA class action lawsuits filed in 2004 and restructuring and other noteworthy items
of $264 millon Excluding these charges, consalidated operating income was $1 5 billion in 2010
compared with $1 3 bilion 1n 2009

Risk and Insurance Services operating income increased $176 million to $972 million n 2010
compared with 2009, or 22%, resulting from revenue growth at both Marsh and Guy Carpenter, as well
as a decrease of $77 milion in restructunng and related charges

Consulting operating income decreased $276 million to $129 million in 2010 pamanly due to the
$400 million net charge related to the ARMB htigation settlements, partly offset by lower restructuring
and other noteworthy items of $48 million Excluding these items, Consulting operating income
increased $76 million, or 16%

Corporate and other resulis were $162 million of expense n 2010 compared to net expense of $423
million in 2009 In 2010, Corporate and other expenses include restructunng and other noteworthy
charges of $13 million, partly offset by $10 milion of payments received by the Company related to
CARG In 2009, Corporate expenses include a net charge of $230 million related to settlements of the
class action lawsurits descnbed above and $33 million of restructurning and other noteworthy charges
Excluding these tems, Corporate and other expenses decreased $1 milion in 2010 compared with 2009

Discontinued cperations include the operating results of Kroll for all years presented, including goodwill
impairment charges of $315 million and $504 million 1n 2009 and 2008, respectively, the gain on the sale
of Krolt and KLS in 2010 of $282 million, insurance recovenes of $16 milhion related to Putnam market-
timing related matters in 2010 and the loss on the sale of KGS in 2009 Discontinued operations also
include the accretion of interest related to an indemnity {or uncertain tax positions provided as par of the
purchase by Great-West Life Co Inc , of Putnam Investments Trust from the Company in August 2007
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Consolidated net income attributable to the Company was $855 million in 2010, compared with $227
million 1n 2009

Consolidated Revenues and Expenses

The Company conducts business in many countnes, as a result of which the impact of foreign
exchange rate movements may impact perod-to-period comparnsons of revenue Simtarly, the
revenue impact of acquisitions and disposittons may impact penod-to-period comparisons of revenue
Underlying revenue measures the change in revenue from one penod to another by i1solating these
impacts The impact of foreign currency exchange fluctuations, acquisitions and dispositions on the
Company's operating revenues 1s as follows

Year Ended
December 31, Components of Revenue Change*
Acquisitions/
% Change Currency Dispositions Underlying

{In millions, except percentage figures) 2010 2009 Revenue Impact Impact Revenue
Risk and Insurance Services
Marsh $ 4,744 34319 10% 1% 6% 2%
Guy Carpenter 975 911 7% 1% 4% 2%

Subtotal 5,719 5,230 9% 1% 6% 2%
Fiduciary Interest Income 45 54 {16)% 3% 2% (21)%

Total Fisk and Insurance Services 5,764 5,284 9% 1% 6% 2%
Consulting
Mercer 3,478 3,327 5% 2% 1% 2%
Cliver Wyman Group 1,357 1,282 6% (1Y% — 7%

Total Consulting 4,835 4,609 5% 1% —_ 3%
Corporate and Other/Eliminations (49) (62)

Total Revenue $10,550 $3.831 7% 1% 3% 3%

*  Components of revenue change may not add due to rounding

Revenue Details

The following table provides more detailed revenue information for certain of the components
presented above

Year Ended
December 31, Components of Revenue Change*
Acquisitions/
% Change Currency Dispositions Underlying

(in milhons, except percentage figures) 2010 2009 Revenue Impact Impact Revenue
Marsh
EMEA $1,674 $1,555 8% — 5% 3%
Asia Pacific 503 419 20% 8% 5% 7%
Latin America 298 267 11% 4% — 8%

Total International 2,475 2,241 10% 2% 5% 4%
U S /Canada 2,269 2,078 9% 1% 7% 1%

Total Marsh $4,744 $4,319 10% 1% 6% 2%
Mercer
Retirement $1,053 $1,091 (4)% 1% — (4%
Health and Benefits 200 857 5% —_ — 5%
Rewards, Talent & Commurnucations 488 456 7% 1% 4% 2%

Tatal Mercer Consulting 2,441 2,404 2% 1% 1% —
Outsourcing 671 620 8% 4% 1% 3%
Investment Consulting & Management 366 303 21% 4% — 16%

Total Mercer $3,478 §3,327 5% 2% 1% 2%

-

Compenents of revenue change may not add due to rounding

29




Year Ended Components of Revenue

December 31, Change*
Acquisitions/
% Change Currency Dispositions Underlying

(in milons, except percentage figures) 2009 2008 Revenue Impact Impact Revenue
Risk and Insurance Services
Marsh $4,319 $ 4,524 5% (4)% — (1Y%
Guy Carpentar 911 803 13% (4)% 9% 8%

Subtota! 5,230 5,327 (@)% {#)% 2% —
Fiduciary interest Income 54 139 (61)% (2)% 1% (60)%

Total Risk and Insurance Services 5,284 5,466 {3)% (4)% 2% (1)%
Consulting
Mercer 3,327 3,642 (N% (5Y% — (4)%
Oliver Wyman Group 1,282 1,554 (17)% (4Y% 1% (15)%

Total Consulting 4,609 5,196 (11)% (5)% — 7Y%
Corporate and Other /Eliminations {8 (62) 68

Total Revenue $9,831  $10,730 (8% (4)% — (3)%

*  Components of revenue change may not add due to rounding

(a) Includes revenue related to the Corporate Advisory and Restructunng business of $1 millicn and $127 million
in 2002 and 2008, respectively
Revenue Delails

The following table provides more detalled revenue information for certain of the components
presented above

Year Ended Components of Revenue
December 31, Change*
Acquisttions/
% Change Currency Dispositions Underlying

{In mihons, except percentage figures) 2009 2008 Revenue  Impact Impact Revenue
Marsh-
EMEA $1,555 $1,706 (9% (8)% {1)% -
Asia Pacific 419 412 2% (3)% — 5%
Latin America 267 252 6% {5)% 2% 9%

Total International 2,241 2,370 {5Y% (6Y% {1)% 2%
U § /Canada 2,078 2,154 (4)% {1)% 1% (4)%

Total Marsh $4.319 $4.524 {5)% (4Y% - (1)%
Mercer’
Retirement $1,001  $1,178 (7Y% (6)% - (1%
Health and Benefits 857 898 (5)% (3)% {1)% (1%
Rewards, Tafent & Communications 456 555 (18)% (2)% 1% (17)%

Total Mercer Consulting 2,404 2,631 (9% (4Y% — (4)%
Qutsourcing 620 702 (12)% {6)% —_ (6)%
Investment Consulting & Management 303 309 {2)% {8)% — 6%

Total Mercer $3,327  $3.642 {9)% {5)% — (4)%

*  Components of revenue change may not add due to rounding

Revenue

Consolidated revenue for 2010 increased 7% to $10 6 bilhion compared with $9 8 billion 1n 2009,
reflecting a 3% Increase in underlying revenue, a 3% Increase due to acquisitions and a 1% positive
impact of foreign currency translation Revenue in the Risk and Insurance Services segment increased
9% 1n 2010 compared with 2009 Underlying revenue increased 2% for the total Risk and Insurance
Services segment, reflecting 2% tncreases in both Marsh and Guy Carpenter, partially offset by a 21%
decrease in fiduciary interest income Consulting revenue increased 5%, resulting from a 5% increase
in Mercer and a 6% Iincrease In the Cliver Wyman Group On an underlying basis, revenue increased
3% reflecting a 2% increase 1n Mercer and a 7% increase in the Oliver Wyman Group
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Consclidated revenue for 2009 decreased 8% to $9 8 billlon compared with $10 7 billion in 2008,
reflecting a 3% decrease in underlying revenue and a 4% negative impact of foreign currency
translation Revenue in the Risk and Insurance Services segment decreased 3% in 2009 compared
with 2008 Underlying revenue decreased 1% for the total Risk and Insurance Services segment,
reflecting an 8% increase in Guy Carpenter, which was more than offset by a 1% decrease in Marsh
and a 60% decrease In fiduciary interest income Consulting revenue decreased 11%, resulting from a
9% decrease at Mercer and a 17% decline at the Oliver Wyman Group On an underlying basis,
revenue decreased 7% reflecting a 4% decrease in Mercer, and a 15% decrease in the Oliver Wyman
Group

Expenses

Consolidated operating expenses increased 6% in 2010 compared with the same period In 2009
Expenses in 2010 include the $400 net settlement at Mercer In 2009, the Company recorded a $230
milion charge, net of insurance recoveries, for the settlement of the secunties and ERISA class action
lawsuits filed 1n 2004 Restructuring and other noteworthy charges in 2010 of $139 rmillion decreased
$155 milhon from charges of $294 million in 2009 Excluding these charges, expenses were $9 1 billion
In 2010 compared with $8 5 billion 1n 2009, an increase of 6% The increase reflects a 1% increase
due to the impact of foreign currency exchange, a 3% Increase due to the impact of acquisiions and a
2% increase In underlying expenses The increase in underlying expenses 15 due to higher pension,
travel and entertainment, outsourcing and other outside services costs

Consolidated operating expenses decreased 10% 1n 2009 compared with the same period In 2008 In
2009, the Company recorded a $230 million charge, net of insurance recoveres, for the settlement of
the secunhes and ERISA class action lawsuits filed in 2004 Restructuring and other noteworthy
charges in 2009 of $294 million decreased $138 million from charges of $432 million in 2008

Excluding these charges, expenses were $8 6 billion in 2009 compared with $9 6 billion 1n 2008, or a
decrease of 11% The decrease reflects a 4% decline due to the impact of foreign currency exchange,
a 1% decline due to the impact of dispositions and a 5% decline in underlying expenses The decrease
In underlying expenses Is due to generally lower expenses, pnmanly in base salary, employee benefits,
travel and entertainment, outside services, facilities, equipment and recoverable expenses from clients

Restructuring
Actions Initiated 1n 2010

In 2010, the Company implemented restructunng actions which resulted in costs totaling $114 millien,
pnmarly related to severance and benefits, and costs for future rent and other real estate costs
Approximately $63 million of these costs related to cost reduction activities for acquisitions made 1n
2010 These costs were Incurred as follows Risk and Insurance Services—$81 millon comprising
Marsh—$65 million (acquisition related—$46 million) and Guy Carpenter—$16 milion (acquisition
related—$6 millicn), Mercer—$25 million (acquisition related—$11 mullion), and Corporate—$8 million
These activities resulted in the elimination of approximately 450 positions at Marsh, 80 positions at Guy
Carpenter, 240 positions at Mercer and 70 positions at Corporate The annualized cost savings from
these actions are expected to be approximately $100 mullion

Actions Initiated Prior to 2010

Prior to 2010, the Company implemented several restructunng and cosl-savings iniiatives related to
firm-wide infrastructure, organization structure and operating the Company's business processes
BDunng 2010, the Company incurred restructuring costs of $27 million in connection with actions
inthiated In prior years, primarily due to severance and related benefits and adjustments to the
estimated future rent and real estate costs related to previously vacated space

Businesses Exited

In February 2010, Kroll sold KLS, its substance abuse testing business for $110 milion On August 3,
2010, the Company completed the sale of Kroll to Altegnty for $1 13 billon The account balances and
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activities of Kroll and KLS have been segregated and reported as discontinued operations in the
accompanying financial statements for all periods presented The gain on the sale of Krol! and related
tax benefits and the after- tax loss on the disposal of KLS, along with Kroll's and KLS's 2010 and
comparative results of operations are included in discontinuwed operations

During the second quarter of 2009, Kroll sold KGS The results of operations and the loss on sale of
KGS are included in discontinued operations

Durning the fourth guarter of 2008, the Company sold its U S and U K restructunng businesses to their .
respective management teams in separate leveraged buyouts Based on the terms and conditions of
the disposals, the Company determined 1t has “continuing involvement” in these businesses, as that
term 1s used in SEC Staff Accounting Bulletin Topic 5e Therefore, the results of these businesses,
including the loss on disposal, are included in continuing operations The Company recorded a loss of
$28 million on the disposition of the U K Corparate Adwvisory and Restructunng businesses The net
assets of these U K businesses were written-off upon transfer to the new owners The Company will
earn royalties on future revenue of these businesses over the next two years The royalties will be
recognized when earned under the terms of the contract and when collectability Is reasonably assured
Through December 31, 2010, the Company has recognized $11 milion of royalty payments related to
the U K businesses The transfer of the U S restructunng busingss was financed with a seller note
the Company receives interest and principal payments as scheduled for the U S business, it will
recover the value of the net assets transferred to the new owners and recognize a gain on the disposal
of $18 million

In March 2010, the Company agreed to suspend collections of interest and principal payments on the
seller financed note related to the U S restructuring business The payments receved prior to March
2010 were sufficient to allow the Company to recover the value of net assets transferred and recognize
$1 milion of gain Although it 1s uncertain whether future payments will be received under the revised
terms of the note, the Company has no remaining net investment in the U S restructunng business
Any future collections will be recognized as income, If and when received

Risk and Insurance Services

In the Risk and Insurance Services segment, the Company’s subsidianes and other affiliated entities
act as brokers, agents or consultants for insureds, insurance underwriters and other brokers in the
areas of nsk management, insurance broking and insurance program management services, primarily
under the name of Marsh, and engage in reinsurance broking, catastrophe and financial modeling
services and related advisory functions, pnmanly under the name of Guy Carpenter

Marsh and Guy Carpenter are compensated for brokerage and consultng services pnmarity through
fees paid by clients and/or commissions paid out of premiums charged by insurance and reinsurance
companies Commission rates vary in amount depending upon the type of Insurance or reinsurance
coverage provided, the particular insurer or reinsurer, the capacity in which the broker acts and
negotiations with clrents Revenues are affected by premium rate levels in the insurance/reinsurance
markets, the amount of nsk retained by insurance and reinsurance chents themselves and by the value
of the nsks that have been insured since commission based compensation 1s frequently related to the
premiums paid by insureds/reinsureds In many cases, fee compensation may be negotated in
advance, based on the types and amounts of nsks to be analyzed by the Company and ultimately
placed into the insurance market or retained by the client The trends and comparisons of revenue
from one period to the next will therefore be affected by changes In premium rate levels, fluctuations in
client risk retention, and increases or decreases in the value of risks that have been insured, as well as
new and lost business, and the volume of business from new and existing clients

Marsh and Guy Carpenter receive interest Income on certain funds (such as premiums and claims
proceeds) held in a fiduciary capacity for others The investment of fiduciary funds 1s regulated by state
and other insurance authorities These regulations typically provide for segregation of fiduciary funds
and mit the types of iInvestments that may be made with them Interest income from these
investments vanes depending on the amount of funds invested and applicable interest rates, both of
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which vary from time to time For presentation purposes, fiduciary interest 1s segregated from the other
revenues of Marsh and Guy Carpenter and separately presented within the segment, as shown in the
revenue by segments charis earlier in this MD&A

The results of operations for the Risk and Insurance Services segment are presented below

fin mithons of dolfars) 2010 2009 2008
Revenue $5,764 $5.,284 $5,466
Compensation and Benefits 3,261 3,023 3,299
Other Operating Expenses 1,531 1,465 1,707

Expense 4,792 4,488 5,008
Operating Income $ 972 § 796 $ 460
Operating Income Margin 169% 151% 84%
Revenue

Revenue in Risk and Insurance Services increased 9% in 2010 compared with 2009 reflecting a 2%
Increase on an underlying basis, a 6% increase from acquisitions, and a 1% increase from the impact
of foreign currency exchange translation

In Marsh, revenue in 2010 was $4 7 billion, an increase of 10% from the same quarter of the prior year,
reflecting 2% growth in underlying revenue, a 6% increase from acquisitions and a 1% Increase
resulting from the impact of foreign currency translation The underlying revenue iIncrease of 2% was
achieved despite the economic environment and the soft pncing environment in the global property-
casualty insurance market Marsh increased revenues in all its geographies, reflecting new business
growth of 8% Underlying revenue increased 8% in Latin Amenca, 7% in Asia Pacific, 1% nU S /
Canada and 3% 1n EMEA

Marsh completed several strategic acquisiions durning 2010 In the first quarter of 2010, Marsh
acquired Haake Companies, Inc , one of the largest insurance agencies in the Midwest, and Thomas
Rutherfoord, Inc , one of the largest insurance broking firms in the Southeast and mid-Atlantic regions
of the U S In the second quarter of 2010, Marsh completed the acquisiton of HIBL, an international
provider of nsk intermediary and nsk advisory services and the Bostonian Group, one of the largest
regional insurance brokerages in New England In the fourth quarter of 2010, Marsh acquired Trion, a
large U S private beneitt specialist and SBS, a Georgia-based benefits brokerage and consuiting firm
In January 2011, Marsh acquired BJF Agencies, one of the largest iIndependent insurance agencies In
the upper Midwest All of the acquisitions noted above, except HIBL relate to the Marsh & McLennan
Agency The Marsh & McLennan Agency acquisitions completed in 2010 have added approximately
$200 milhon of annualized revenue

In March 2010, Marsh announced its approach to market remuneration and contingent commissions I1n
the U S As previously announced, Marsh and McLennan Agency and Marsh's affinity, sponsored
program and personal lines businesses accept contingent commssions Marsh does not accept
contingent commuissions on any placement for any U S chents served by the fim’s core brokerage
operation Marsh will continue to collect enhanced commissions with respect to its core brokerage
operations, which are fixed in advance of insurance transactions and are not related to volume,
retention, growth or profitability

Guy Carpenter’'s revenue increased 7% to $975 milkon in 2010 compared with 2009, or 2% on an
underlying basis The increase in underlying revenue was due to continued strong new business and
high client retention over the past two years In Apnl 2009, Guy Carpenter acquired John B Collins
Associates, Inc, previously the fifth-largest reinsurance intermediary in the U S and seventh-largest in
the world In October 2009, Guy Carpenter completed the acquisition of London-based specialty
reinsurance broker Rattner Mackenzie Limited from HCC Insurance Holdings, Inc
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Fiduciary interest income was $45 milion in 2010, a decrease of 16% compared with 2009, driven by
lower interest rates

Revenue In Risk and Insurance Services decreased 3% in 2008 compared with 2008, reflecting a 4%
negative impact of foreign currency exchange fluctuations, a 1% decrease on an underlying basis
partly offset by a 2% increase irom acquisitions

In Marsh, revenue in 2009 decreased 5% from 2008, reflecting a 4% negative impact of foreign
currency translation and a 1% decrease 1n underlying revenue These results reflected the difficult
economic environment, in addition to the pressure on insurance premium levels, commissions and
fees On a geographic basis, Marsh's International revenue increased 2% on an underlying basis
reflecting a 9% increase in Latin Amenca and a 5% increase In Asia Pacific, reflecting strong new
business growth on a global basis, partly offset by a decrease of 4% inthe U S / Canada region

Guy Carpenter's revenue of $911 million in 2009 increased 13% compared with the pnor year, or 8% on
an underlying basis The increase In underlying revenue was pnmanly due to higher chient revenue
retention and an increase in new business As noted above, in Apnl 2009, Guy Carpenter completed the
acguisitton of John B Collins Associates, Inc and in October 2009, completed the acqutstion of Rattner
Mackenzie Limited These acquisitions contributed 7% to the year-over-year revenue growth in 2009

Fiduciary interest income for the Risk and Insurance Services segment was $54 million in 2009, a
decrease of 61% compared with the same period of 2008, dnven by lower interest rates

Expense

Expenses in the Risk and Insurance Services segment increased 7% in 2010 compared with 2009,
reflecting a 6% Increase from acquisitions and a 1% increase due to the iImpact of foreign currency
translation Expenses on an underlying basis were flat, as higher pension related expenses, travel and
entertainment, and outsourcing costs were offset by a $77 million decrease in restructuring and related
charges

Expenses In the Risk and Insurance Services segment decreased 10% In 2009, compared with the
prior year Underlying expenses decreased 8% with the remaining reduction due to the impact of
foreign currency exchange of 4% partly offset by an increase of 1% due to the impact of acquisitions
The decline in underlying expenses reflects lower compensation and benefit costs due to reductions in
the number of employees as a result of restructuring activities and a decrease in other operating cost
categones The decrease In other expenses includes a reduction in professional hability costs reflecting
the impact of a $33 milion charge recorded In the third quarter of 2008 and a reduction of $39 rmillion in
net settlement, legal and regulatory costs (reduced by insurance recoveres in 2009) The expense
decrease also reflects lower restructuring and related charges in 2009 as compared with 2008

Consulting

The Company conducts business in its Consulting segment through two main business groups Mercer
provides consulting expertise, advice, services and solutions in the areas of rettement, health &
benefits, rewards, talent & communications, outsourcing, and investment consultting & management
Oliver Wyman Group provides specialized management and economic and brand consulting services

The major component of revenue in the Consulting segment business 1s fees paid by clhents for advice
and services Mercer, principally through 1ts health & benefits line of business, also earns revenue In
the form of commissions receved from insurance companies for the placement of group (and
occasionally individual) tnsurance contracts, pnmarily life, health and accident coverages Revenue for
Mercer's investment management business and certain of Mercer's outsourcing businesses consists
principally of fees based on assets under management or administration

Revenue in the Consulting segment 1s affected by, among other things, global econornic conditions,
Including changes in clients’ particular indusines and markets Revenue i1s also affected by competition
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due to the introduction of new products and services, broad trends in employee demographucs,
including levels of employment, the effect of government pelicies and regulations, and fluctuations in
interest and foreign exchange rates Revenues from the provision of investment management services
and retirement trust and administrative services, which are expected to increase over time, are
significantly affected by secunities market performance

The results of operations for the Consulting segment are presented below

{(In muthions of dolfars) 2010 2009 2008
Revenue $4,835 $4,609 $5,196
Compensation and Benefits 2,974 2917 3,204
Other Operating Expenses 1,732 1,287 1,437

Expense 4,706 4,204 4,641
Operating Income $ 129 $ 405 § 555
Operating Income Margin 27% B8% 107%
Revenue

Consulting revenue in 2010 increased 5% compared with 2009, or 3% on an underlying basis
Mercer's revenue was $3 5 billion in 2010, an increase of 5% On an underlying basis, Mercer's
revenue Increased 2% Within Mercer’s consulting lines, revenue on an underlying basis in 2010 was
flat compared with 2009, reflecting increases of 5% in health and benefits and 2% in rewards, talent &
communications, offset by a 4% dechne in retirement The growth in health and benefits was driven by
Increases In all geographies The Increase in rewards, talent & communications was driven by a
resurgence of demand for compensation surveys partially offset by tower rewards and talent consulting
assignments concentrated in the first half of the year Outsourcing revenue increased 3% on an
underlying basis, driven by new client wins primarily \n Australia Investment consulting & management
revenue increased 16% on an underlying basis, due to strong growth in all geographies Oliver
Wyman'’s revenue increased 6% to $1 4 billion in 2010, or 7% on an underlying basis, dniven by
double-digit revenue growth within its financial services practice Other areas, in¢cluding the healthcare,
transportation and consumer sectors also generated double-digit revenue growth

Consulting revenue 1n 2009 decreased 11% compared with the same period in 2008, or 7% on an
underlying basis Due to the difficult economic conditions, both Mercer and QOliver Wyman expenenced
decreased demand for consulting services in 2009 Mercer's revenue decreased 9%, or 4% on an
underlying basts, reflecting decreases in underlying revenue in consulting and outsourcing of 4% and
6%, respectively, parly offset by an increase in investment consulting and management of 6% Within
Mercer's consulting lines, underlying revenue in retirement decreased 1% versus pnor year, health and
benefits decreased 1% and rewards, talent & communications decreased 17% Oliver Wyman's
revenue decreased 17%, or 15% on an underlying basis, compared with the prior year

Expense

Consulting expenses in 2010 mcreased 12% to $4 7 billion, ar 10% on an underlying basis Mercer
recorded a net $400 million charge related to the Alaska settlement 1n 2010 and in 2009 recorded
incremental costs of $30 million related to a professional hability settlement Excluding these charges,
expenses increased 3% on an underlying basis This increase reflects the impact of higher pension
related costs, meeting and training costs, recruitment and asset based fees pantly offset by lower
severance, restructuring and recoverable expenses from clients

Consulting expenses decreased 9% in 2009 compared with the same period i1n 2008, reflecting a 4%
decrease from the impact of foreign exchange rates and a 6% decrease on an underlying basis The
decline In underlying expenses reflects a decrease in base salanes and employee benetits due to
decreased staff levels, along with cost reductions in all discretionary expense categones and lower
recoverable expenses from clients These decreases were partly offset by an increase in professional
hability costs of approximately $30 million, pnmanly reflecting a legal setttement at Mercer, and higher
severance costs at Oliver Wyman due to capacity reductons
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Corporate and Other

With the disposition of Kroll in August 2010, along with previous divestiture transactions between 2008
and 2010, the Company has now divested its entire Risk Consulting and Technology segment As
described in Note 1 to the consolidated financial statements, based on the terms and conditions of the
divestitures of the CARG businesses in 2008, the Company determined 1t has “continuing involvement”
In those businesses, as that term is used in SEC Staff Accounting Bulletin Topic 5e Therefore,
classification of the CARG businesses as discontinued operations 1s not approprnate, and their financial
results in the current and prior perieds are included in operating iIncome The runoff of the Company’s
involvenent in the CARG businesses 1s now managed by the Company's corporate departments, and
consequently, the financial results of these businesses are now included in “Corporate” for segment
reparting purposes

The following results of Corporate and Other includes the Corporate Advisory and Restructunng
operations

{(in miflions of dolfars) 2010 2009 2008
Corporate and Other.
Corporate Advisory and Restructuring

Revenue @) 8 1 & 1 $127
Expense (9) 4 208

Operating Income (Loss) 10 3) (81)
Corporate Expense (172) (420} (255)
Total Corporate and Other $(162) $(423) $(338)

{a) Before intercompany eliminations

Corporate expenses in 2010 were $172 milllon compared to $420 million in 2009 The decrease Is due
to the impact of a $230 million net charge incurred in 2009 related to the settlement of the securnities
and ERISA class action lawsuits The decrease in Corporate expense in 2010 compared to 2009 also
refiects the impact of lower restructuning charges partly offset by higher consulting fees The decrease
in Corporate Advisory and Restructuring expenses in 2010 s due to the impact of $10 miilion of
payments received In 2010 related to the disposal ¢f this unit in 2008 compared with $1 milhion 1n 2009
These payments are classified as a recovery of expenses previously incurred as a result of the
disposal transaction

Corporate expenses 1n 2009 were $420 milion compared to $255 mullion 1n 2008 Expenses in 2009
include a $230 million charge related to the settlement of the securties and ERISA class action
lawsuits descnbed above Restructunng and related charges in 2009 were $31 milllon compared with
$85 million In 2008 Excluding these charges, expenses would have decreased 6% This decrease is
due to lower consulting and legal fees in 2009 compared to 2008 Expenses for the Corporate Advisory
and Restructuning business reflect a goodwill impairment charge of $36 million in 2008

Discontinued Operations

Gn August 3, 2010, the Company completed iis sale of Kroll to Altegnty for cash proceeds of $1 13
billion In the first quarter of 2010, Kroll completed the sale of KLS The account balances and activities
of Krall and KLS have been segregated and reported as discontinued operations In the accompanying
consolidated balance sheets at December 31, 2009 The gain on the sale of Kroll and related tax
benefits and the after-tax loss on the sale of KLS, along with Kroll's and KL.S's 2010 and comparative
results of operations are included in discontinued operations

Discontinued operations in 2010 and 2009 includes the accretion of interest related to an indemnity for
uncertain tax positions provided as par of the purchase by Great-West Lifeco, Inc of Putham
Investments Trust from the Company in August 2007 Discontinued operations in 2010 includes $16
mithon for insurance recovenes for costs incurred In pnor years related to Putnam

In the second quarter of 2002 Kroll completed the sale of KGS The loss on the sale of KGS and
comparative results of operations are included in discontinued operations
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Results of discontinued operations in 2008 include the operating results of Kroll, KLS and KGS and the
effects of three other discontinued operations—Putnam, Mediservice and Kroll Crucible—which are
discussed In more detail below

With regard to Putnam, discontinued operations in 2008 includes {1) the impact of mmatenal
corrections and other adjustments to the fourth quarter of 2007 tax provision related to the transaction,
(2) adjustments to the tax provision to reflect differences between tax returns filed in 2008 and the
inihial estimated provisions, and (3) interest on habilies for certain tax-related indemnities provided as
part of the transaction In the first quarter of 2008, Marsh completed the sale of Mediservice, a claims
administration operation in Brazil The gain on this disposal, net of tax, 1s included in discontinued
operations in 2008 In the third quarter of 2008, Krell completed the sale of Kroll Crucible (“Crucible™), a
division of its government services operation The loss on this disposal, net of tax, 1s included In
discontinued operations 1n 2008

Summanzed Statements of Income data for discontinued operations 1s as follows

For the Years Ended December 31,

(in myliions of dolfars}) 2010 2009 2008
Kroll Operations

Revenue $381 3 699 $ 866

Expense @ 345 958 1,281

Net operating income 36 {(258) (415)
Income tax 16 24 24
Income from Kroll operations, net of tax 20 {283) (439)
Other discontinued operations, net of tax (7) —_ —
Income (loss) from discontinued operaticns, net of tax 13 (283) (439)
Disposals of disconttnued operations ® 58 8 29
Income tax {credit) expense (} {235) 15 33
Disposals of discantinued operations, net of tax 293 (7) {4)
Discontinued operations, net of tax $306 3(290) $ (443)
Discontinued operations, net of tax per share

—Basic $0.55 $(054) $(083)

—Diluted $0.55 $(054) $(084)

(a) Includes goodwill imparment charges of 3315 million and $504 million for 2009 and 2008, respectively

(b) tncludes gain on sale of Kroll and the gam on the sale of KLS in 2010 and a loss on the sale of Kroll Government Services in
2009

(c) Theincome tax credit related to the disposal of discontinued operations for 2010 pnmanly represenis the recognition of tax
benefits related to the sale of Kroll, partly offset by a tax provision of $36 million related to the sale of KGS

Other Corporate ltems

Interest

Interest Income earned on corporate funds amounted to $20 million in 2010 compared with $17 million
In 2009 The increase 1s pnmarily due to higher non-U S interest rate yields in 2010 compared to 2009
Interest expense was $233 million in 2010 compared with $241 million in 2009 The decrease in
Interest expense 1s pnmanly due to the maturity of $550 million of senior notes in the third quarter of
2010

Interest Income eamed on corporate funds amounted to $17 million in 2009, compared with $47 million in
2008 The decrease In interest income I1s due to lower average interest rates mn 2009 compared with the
prior year Interest expense of $241 milion in 2009 increased $21 million from the prior year This increase
15 pnmarily due to the pre-funding in the first quarter of the $400 milion of senior notes that matured n
June 2009, the higher interest rate on the new bonds compared with those that matured, as well as higher
interest expense associated with acquisition related habiliies The Company used the proceeds of the
newly 1ssued senior notes to fund the matunty of $400 million of senior notes in June 2009
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Investment Income {Loss)

In 2010, investment income was $43 milllion compared with a loss of $2 milign in 2009 The Increase
reflects the impact of mark-to-market gains tn 2010 on Risk Capital Holdings' private equity
investments compared to losses 1n 2009, and gains realized from the sale of equity secunties in 2010

In 2009, investment losses were $2 million compared with a $12 million loss in the prior year The
decrease reflects lower mark-to-market declines on Risk Capital Holdings' private equity investments
recorded 1n 2009 compared with 2008, and gains realized from the sate of equity secunities in 2009

Income Taxes

The Company’s consoltdated effective tax rate in 2010 was 26 5% The fax rate reflects foreign
operations taxed at rates lower than the U S statutory tax rate

The Company’s consolidated effective 1ax rate in 2009 was 3 8% The tax rate reflects reductions
relating to a decrease in the hability for unrecognized tax benefits and foreign operations taxed at rates
lower than the U S statutory tax rate The decrease (n the hability for unrecognized tax benefits
resulted from expinng statutes of imitations, audit settlements and changes in estmates

The Company’'s consolidated effective tax rate in 2008 was 22 9% The tax rate reflects foreign
cperations taxed at rates lower than the U S rate It also reflects a federal benefit on deferred state
taxes, largely offset by other deferred tax adjustments

The lower tax rate generally attnbuted to the Company's foreign operations reflects income taxed at
rates lower than the 35% U S federal tax rate, net of the U S tax impact of repatnation of foreign
earnings The reduced effective tax rate pnimarily reflects lower corporate tax rates that prevall outside
of the U 8, enhanced by planning that further reduces the impact of taxes worldwide Under current

U S tax law, the Company anticipates its non-U S operations will continue to incur taxes at rates
under 35%, although the percentage impact on the tax rate 1s expected to moderate as increases In

U S pretax income change the geographic mix of income

Nevertheless, the effective tax rate 1s expected 1o remain significantly vanable for the foreseeable
future The rate s sensitive to the geographic mix and repatnation of the Company’s earnings, which
may have a favorable or unfavorable impact on the rate This also could result in foreign tax credit
carryforwards ansing in future penads for which a valuation altowance may be required Losses In
certain junsdictions cannot be offset by earnings from other operations, and may require valuation
allowances affecting the rate, depending on estimates of the realizability of associated deferred tax
assets The tax rate 15 also sensitive to changes in unrecognized tax benefits, including the impact of
settled tax audits and expired statutes of hmitation

The realization of deferred tax assets 1s dependent on the generation of future taxable income durnng
the penods in which the tax benefits are deductible or creditable The Company and Marsh have been
profitable globally However, tax habilities are determined and assessed on a legal entity and
junsdictional basis Certain taxing junsdictions allow or require combined or consolidated tax filings In
the United States, certain groups within the Company, which file on a combined basis, and certain
entiies within Marsh’s operations, which file on a separate entity basis, incurred losses for the last two
years as well as the current year The Company assessed the realizability of its domestic deferred tax
assets, particularly state deferred tax assets of Marsh relating to junsdictions in which it files separate
tax retumns, state deferred tax assets of all of the Company domestic operations related to junsdictions
in which the Company files a unitary or combined state tax return, and foreign tax credit carryforwards
in the Company’s consolilated U S federal tax return When making its assessment about the
realization of its domestic deferred tax assets at December 31, 2010, the Company considered all
avaiable evidence, placing particular wetght on evidence that could be objectively venfied The
evidence considered included (1) the nature, frequency, and seventy of current and cumulative financial
reporting losses, (n) actions completed that are designed to reduce capacity and adjust to lower
demand in the current economic environment, (1) profit trends evidenced by recent improvements in
the Company’s and Marsh's operating perfermance, (iv) the nonrecurnng nature of some of the items
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that contributed to the losses, {v) the carryforward perods for the net operating losses (*NOLs"} and
foreign tax credit carryforwards, (vi) the sources and timing of future taxable income, giving weight to
sources according to the extent to which they can be objectively verfied, and (v) tax planning
strategies that would be implemented, If necessary, to accelerate utiization of NOLs Based on its
assessment, the Company concluded that it 1s more likely than not that a substantial portion of these
deferred tax assets are realizable and a valuation allowance was recorded to reduce the domestic tax
assets to the amount that the Company believes 1s more likely than not to be realized In the event
sufficient taxable income 1s not generated In future perods, additional valuation allowances of up to
approximately $250 mitlion could be required relating to these domestic deferred tax assets The
realization of the remaining U S federal deferred tax assets I1s not as sensitive to U S profits because
it 1s supported by anticipated repatnation of future earnings from the Company's profitable global
operations In addition, when making its assessment about the realization of its domestic deferred tax
assets at December 31, 2010, the Company continued 1o assess the realizability of deferred tax assets
of certain other entities with a history of recent losses, Including other U S entities that file separate
state tax returns and foreign subsidianes, and recorded valuation allowances as appropnate

Changes in tax laws or tax rulings may have a significant adverse impact on our effective tax rate For
example, proposals for fundamental U S international tax reform, such as the recent proposal by
President Obama’s Administration, If enacted, could have a significant adverse impact on the effective
tax rate

Liquidity and Capital Resources

The Company’s liquidity needs are pnmarily for operating expenses, servicing debt, funding pension
oblhigations, paying dividends on cutstanding stock, funding acquisitions and capital expenditures As a
holding company, the Company’s primary source for meeting these requirements 1s cash flows from
operating subsidiarnes Other sources of iquidity iInclude borrowing facilities discussed below Iin
financing cash flows

Cash on our consolidated balance sheet includes funds available for general corporate purposes
Funds held on behalf of clients in a fiduciary capacity are segregated and shown separately in the
consolidated balance sheet as an offset to fiduciary habihities Fiduciary funds cannot be used for
general corporate purposes, and should not be considered as a source of iguidity for the Company

Operating Cash Flows

The Company generated $722 million of cash from operations in 2010 compared with $640 mullion in
2009 These amounts reflect the net income reported by the Company during those penods, excluding
gains or losses from investments and the disposition of businesses, adjusted for non-¢cash charges and
changes In working capital which relate, primarily, to the timing of payments for accrued hiabilities or
recelpts of assets Cash generated from the disposition of businesses is included in iInvesting cash
flows In December 2009, the Company paid $435 million into settlement funds related to the secunties
and ERISA class action lawsuits described above Through December 31, 2009, the Company had
collected $163 million of the total $230 million recovery from its insurers and the remaining $67 million
was collected in January 2010

On June 11, 2010, the Company resolved the litigation brought by the Alaska Retirement Management
Board (*ARMB”) on behalf of two Alaska benefit plans against Mercer, relating to work in the period
1992 t0 2004 Under the terms of the settlement agreement, Mercer paid $500 million, of which $100
milllon was covered by insurance The Company recerded a tax benefit of $277 million related to the
disposition of Kroll and a $160 milion tax benefit related to the cost of the Alaska Settlement
Approximately $50 mullion of the tax benefits related to the Kroll disposition were realized during 2010
and approximately $230 mullion 1s expected to be realized in the first half of 2011

Pension Related ltems

During the third quarter of 2010, the Company contributed $200 milion to its U S Retirement Plan The
Company realized a tax benefit on this contnbution of approximately $70 milhionin 2010 Dunng 2010,
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the Company contnbuted $221 million to its U S pension plans (including the $200 million discussed
above) and approxamately $237 million to non-U S pension plans, compared with $22 milton for U S
ptans and $400 million for non-U S plans in 2009

The Company’s expected funding for its U S non-qualfied and non-U $ pension plans in 2011 1s
approximately $20 million and $300 million, respectively The Company’s policy for funding its
tax-qualified defined benefit retirement plans 1s to contribute amounts at least sufficient to meet the
funding requirements set forth in U § and applicable foreign laws There currently 1s no ERISA funding
requirement for the U § quafied plan for 2010 or 2011 Funding requirements for non-U S plans vary
by country Contrnbution rates are determined by the local actuaries based on local funding practices
and statutory requirements, which may differ from measurements under U S GAAP Funding amounts
may be influenced by future asset performance, the level of discount rates and other vanables
impacting the assets and/or habiities of the plan In addition, amounts funded in the future, to the
extent not due under regulatory requirements, may be affected by altermnative uses of the Company’s
cash flows, including dividends, investments and share repurchases

During 2010, the Company’s defined benefit pension plan assets expenenced investment gains of
14 4% inthe U S and 13 5% in the U K, our largest plan

Pension liabilites are impacted by, among other things, the discount rate set as of year-end In
addition, the year-over-year change n the funded status of the plans i1s impacted by the vanance
between actual and assumed results, particularly with regard to return on assets and changes in the
discount rate, as well as the amount of Company contributions, If any Unrecognized actuanal losses at
December 31, 2010 were approximately $1 3 billion for the U S plans and $2 3 bilion for the non-U S
plans Qver the past several years, the amount of actuarial losses has been significantly impacted,
both positively and negatively, by actual asset performance and changes in discount rates In 2008,
severe downturns in the global equity markets resulted in market declines of 18% inthe U S and 14%
in the U K {our largest plan) This was partly offset by asset returns which exceeded the assumed
rates of return in 2009 and 2010 in both the U S and the U K In addition, the discount rate used to
measure plan ltabilities declined in the U S tn each of the last three years A decline in the discount
rate increases the measured plan hability, resulting in actuanal losses In the U K, asset losses in 2008
were partly offset by an increase in the discount rate However, the discount rate in the U K declined in
each of the last two years

Overall, the Company’s pension expense 15 expected to increase in 2011 by approximately $80 million
before the parly-offseting impacts on bonuses and other incentive compensation and possible
movements In foreign exchange rates

The Company’s accounting policies for its defined benefit pension plans, including the selection of and
sensitivity to assumptions, are discussed below under Management’s Discussion of Critical Accounting
Policles For additional information regarding the Company’s retirement plans, see Note 8 to the
censohdated financial statements

Financing Cash Flows

Net cash used for financing activities was $1 1 billion in 2010 compared with $464 milion of net cash
used for financing activities 1In 2009 The Company reduced outstanding debt by approximately $550
millon, $10 million and $260 milllon in 2010, 2009 and 2008, respectively

Debt

Dunng 2010, the Company’s 5 15% ten-year fixed rate $550 million senior notes matured The
Company used a portion of the cash received from the Krcll disposition to fund the matunty of those
notes

Duning 2009, the Company’s 7 125% ten-year 5400 million bond matured The Company used cash on
hand as well as the proceeds from the issuance of 9 25% ten-year $400 million senior notes In the first
quarter to manage hquidity, including the funding of the maturing notes
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During 2008, the Company’s 3 625% five-year fixed rate $250 million senior notes matured The
Company used cash on hand to manage hquidity, including the repayment of these notes

In the first quarter of 2009, Marsh acquired the remaining minonty interest of a previously majonty
owned entity for total purchase consideration of $47 million refiecting cash paid of $24 million and
future consideration of $23 million, of which $15 millicn was paid in the first quarter of 2010

On October 23, 2009, the Company and certain of its foreign subsidianies entered into a new $1 0
bilion multi-currency three-year unsecured revolving credit tacility, which replaced the $1 2 billion
faciity that was previously in place The interest rate on this facility vanes based upon the Company’s
credit ratings and the Company’s credit default swap levels, subject to floors and caps The facility
requires the Company to maintain certarn coverage and leverage ratios which are tested quarterly
There were no borrowings outstanding under this facility at December 31, 2010

The Company’s senior debt 1s currently rated Baa2 by Moody’s and BBB- by Standard & Pcor's The
Company’s short-term debt 1s currently rated P-2 by Moody’s and A-3 by Standard & Poor's The
Company carries a stable outlook from Moody’s and a negative outlook from Standard & Poor's

The Company also maintains other credit facihties, guarantees and letters of credit with vanous banks,
primarily related to operations located outside the United States, aggregating $272 milion at
Becember 31, 2010 and $250 million at December 31, 2009 There were no outstanding borrowings
under these facilities at December 31, 2010

Share Repurchases

On September 15, 2010, the Company’s Board of Directars authonzed a $500 milhen share
repurchase program During the fourth quarter of 2010, the Company repurchased 3 4 million of its
common stock for total constderation of $85 5 milhlon The repurchase authonzation does not have a
time hmit

Dividends

The Company paid total dividends of $452 million in 2010 {$0 81 per share), $431 milion in 2009
(30 80 per share) and $412 milhon ($0 80 per share) in 2008

Investing Cash Flows

Net cash provided by investing activittes ameunted to $535 million in 2010 This compares with $236
million of net cash used for investing activities in 2009 The Company made eight acquisitions in 2010
Cash used for these acquisitions, net of cash acquired, was $427 million compared with $67 millicn
used for acquisitions In 2009 In addition, the Company 1ssued approximately 7 6 midlion shares of
common stock with an acquisition date value of $183 million, and recorded a hability of $81 milkon for
estimated contingent purchase consideration related to the acquisitions completed in 2010 In 2010,
the Company also paid $60 milion of deferred purchase consideration, $3 million for other intangible
assets and $2 million of contingent purchase consideration related to acquisitions made in prior years
Remaining deferred cash payments of $189 million for acquisitions completed in 2010 and in prior
years are recorded in accounts payable and accrued habilities or other llabilities in the consolidated
balance sheet at December 31, 2010 The Company paid contingent consideration of $6 million in
2009

Cash provided by the sale of secunties was $32 million and $42 million 1n 2010 and 2009, respectively

The Company received $1 13 billion from its disposition of Kroll, which closed on August 3, 2010 and
$110 million from the disposition of KLS which closed in the second quarter of 2010 In 2009, the
Company receved $70 million related to the dispasition of KGS

The Company's additions to fixed assets and capitalized software, which amounted to $271 million in
2010 and $305 milhon 1n 2009, pnmanly relate to computer equipment purchases, the refurbishing and
modernizing of office facilittes and software development costs These amounts include additions
related 1o Kroll, which 1s included in discontinued operations, of $13 millon and $44 millien for 2010
and 2009, respectively
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The Company has committed to potential future investments of approximately $81 million in connection
with its investments in Trident Il and other funds managed by Stone Point Capital, LLC The majorty of
the Company's investment commitments for funds managed by Stone Point Caprtal, LLC are related to
Tndent 1, the nvestment penod for which 1s now closed for new investments No significant future
capital calls related to Trnident Il are expected

Commitments and Obligations

The following dentifies the Company's future contractual obligations by the types identified in the table
below as of December 31, 2010

Payment due by Penod

Contractual Obligations Within 1-3 4-5 After 5
(in milltons of dollars) Total 1 Year Years Years Years

Current portion of long-term debt $ 8 $8 % — % — §$ —
Long-term debt 3,034 — 519 1,420 1,095
Interest on long-term debt 1,511 185 340 276 710
Net operating leases 2,596 368 618 445 1,165
Service agreements 433 127 134 71 101
Other long-term obligations 189 48 130 12 1
Total $7771  $734 31,741 $2,224 $3,072

The above does not include unrecognized tax benefits of $199 milion as the Company 1s unable to
reascnably predict the timing of settlement of these habilities, other than approximatety $30 million that
may become payable during 2010 The above does not include the indemnified labilities discussed in
Note 16 as the Company 1s unable to reasonably predict the timing of settlement of these habilities
The above dees not include pension habilities of $935 million because the iming and amount of
ultimate payment of such hability is dependent upon future events, including, but not imited to, future
returns on plan assets, and changes In the discount rate used to measure the habiities The amounts
of estmated future benefits payments to be made from plan assets are disclosed in Note 8 to the
consolidated financial statements The Company expects to cantribuie approximately $20 million and
$300 rullion in 2011 to s U S non-qualified and non-U S penston plans, respectively

Market Risk and Credit Risk

Centain of the Company's revenues, expenses, assets and hiabilities are exposed to the impact of
interest rate changes and fluctuations n foreign currency exchange rates and equity markets

Interest Rate Risk and Credit Risk

The Company has historically managed its net exposure to interest rate changes by utilizing a mixture
of variable and fixed rate borrowings to finance the Company’s asset base During 2007, virtually all of
the Company's vanable rate borrowings were repaid In January 2011, the Company entered into two
3 5 year interest rate swaps to hedge changes in the fair value of the first $250 million of its 5 375%
senior notes due in 2014 Under the terms of the swap, the counterparties will pay the Company a
fixed rate of 5 375% and the Company will pay interest at a floating rate of three-month LIBOR plus a
fixed spread of 3 726% The swaps are designated as farr value hedging instruments and are deemed
to be perfectly effective 1n accordance with applicable accounting guidance

Interest iIncome generated from the Company’s cash investments as well as invested fiduciary funds
will vary with the general level of interest rates, particularly short-term interest rates

The Company had the following investments subject to vanable interest rates

December 31,

{in milhons of dolars) 2010
Cash and cash equivalents invested in money market funds,

certificates of deposit and time deposits $1,894
Fiduciary cash and investments $3,824
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These investments and debt instruments are discussed more fully in Note1 to the consolidated
financial statements appearing in Iltem 8 of this report

Based on the above balances, If short-term interest rates increased or decreased by 10%, or 13 basis
points, over the course of the year, annual interest income, including tnterest earmed on fiduciary funds,
would increase or decrease by approximately $5 million

In addihion to interest rate nsk, our cash investments and fiduciary fund investments are subject to
potential loss of value due to counterparty credit sk To mimimize this nsk, the Company and its
subsidianes invest pursuant to a Board-approved investment policy The policy mandates the
preservation of principal and hquidity and requires broad diversification with counterparty iimits
assigned based pnmanly on credit rating and type of invesiment The Company carefully monitors its
cash and fiduciary fund investments and will further restrict the portfolio as appropriate to market
conditions The majority of cash and fiduciary funds are invested in short-term bank deposits and iquid
money market funds

Foreign Currency Risk

The translated values of revenue and expense from the Company's international operations are subject
to fluctuations due to changes in currency exchange rates The non-U S based revenue that I1s exposed
1o foreign exchange fluctuations I1s approximately 56% of total revenue Note 17 details revenue by
geographic area We penodically use forward contracts and options to imit foreign currency exchange
rate exposure on net income and cash flows for specific, clearly defined transactions ansing in the
ordinary course of business Although the Company has significant revenue generated in foreign
locations which i1s subject to foreign exchange rate fluctuations, in most cases both the foreign currency
revenue and expenses are in the functional currency of the foreign location As such, the U S dollar
translation of both the revenues and expenses, as well as the potentially offsetting movements of vanous
currencies aganst the U S dollar, generally tends to mitigate the impact on net operating income of
foreign currency nsk The Company estimates that a 10% movement of major foreign currencies (Euro,
Sterling, Australian dollar and Canadian dellar) in the same direction against the U S dollar that held
constant over the course of the year would increase or decrease full year net operaing income by
approximately $50 milion

Equuty Price Risk

The Company holds investments in public and private companies, as well as in cerain private equity
funds managed by Stone Point Capital Publicly traded investments of $23 million are classified as
available for sale Non-publicly traded investments of $39 milllon are accounted for using the cost
method and $168 million are accounted for using the equity method The investments that are
classified as available for sale or that are not publicly traded are subject to risk of changes in market
value, which If determined to be other than temporary, could result in realized impairment losses The
Company periodically reviews the carrying value of such investments to determine (f any valuation
adjustments are appropnate under the applicable accounting pronouncements

Other

A number of lawsuits and regulatory proceedings are pending See Ncte 16 to the consclidated
financial statements

Management’s Discussion of Critical Accounting Policies

The preparation of financial statements in conformity with accounting pnnciples generally accepted in
the United States ("“GAAP”) requires management to make estimates and judgments that affect
reparted amounts of assets, liabilities, revenue and expenses, and disclosure of contingent assets and
habiies Management considers the polictes discussed below 1o be cnlical to understanding the
Company’s financial statements because their application places the most significant demands on
management’s judgment, and requires management to make estimates about the effect of matters that
are inherently uncertain  Actual results may differ from those estmates
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Legal and Other Loss Contingencies

The Company and its subsidianes are subject to numerous claims, lawsuits and proceedings including
claims for errors and cmissions GAAP requires that habilities for contingencies be recorded when it 1s
probable that a hability has been incurred before the balance sheet date and the amount can be
reasonably estimated Significant management judgment 1s required to apply this gutdance The
Company analyzes its iigation exposure based on available infermation, including consultation with
internal and external counse! handling the defense of these matters, to assess its potential hability

In addiion, to the extent that insurance coverage s avallable, significant management judgment 1s
required to determine the amount of recovenes that are probable of collection under the Company’s
varous nsurance programs

Retirement Benefits

The Company maintains qualified and non-qualified defined benefit pension and defined centribution
plans for its eligtble U S employees and a vanety of defined benefit and defined contnbution plans for
its eligible non-U S employees The Company's policy for funding its tax qualified defined benefit
retirement plans Is to contnbute amounts at least sufficient to meet the funding requirements set forth
in U S and apphcable foreign laws

The Company recognizes the funded status of its overfunded defined benefit pension and retiree
medical plans as a net benefit plan asset and its unfunded and underfunded plans as a net benefit plan
llabiity The gains or losses and pnor service costs or credits that have not been reccgrized as
components of nel perodic costs are recorded as a component of Accumulated Other Comprehensive
Income {"AQCI"), net of tax, in the Company’s consolidated balance sheets

The determination of net penodic pension cost is based on a number of actuarial assumptions,
including an expected long-term rate of return on plan assets, the discount rate and assumed rate of
salary increase Significant assumptions used in the calculation of net penodic pension costs and
pension habilities are disclosed in Note 8 to the consolidated financial statements The Company
believes the assumptions for each plan are reasonable and approprate and will continue to evaluate
actuanal assumptions at least annually and adjust them as appropriate Based on its current
assumptions, the Company expects pension expense tn 2011 to Increase approximately $60 million
compared with 2010 before partly-offseting impacts of bonuses and other incentive compensation and
possible movements in foreign exchange rates

Future pension expense or credits will depend on plan provisions, future investment performance,
future assumptions and vanous other factors related to the populations participating in the pension
plans Holding all other assumptions constant, a half-percentage point change in the rate of return on
plan assets and discount rate assumptions would affect net penodic pension cost for the U S and U K
plans, which together compnse approximately 87% of total pension plan habilittes, as follows

0 5 Percentage 0 5 Percentage

Point Increase Point Decrease
{in mithons of dollars) us UK us UK
Assumed Rate of Return on Plan Assets 5(17) 827 $17 $27
Discount Rate $(43)  $(41) $47 $43

Changing the discount rate and leaving the other assumptions constant may not be representative of
the 1mpact on expense, because the long-term rates of inflation and salary increases are often
correlated with the discount rate

The Company contnbutes to certain health care and life insurance benefits provided to its retired
employees The cost of these postretirement benefits for employees in the U $ 1s accrued dunng the
penod up to the date employees are eligible to retire, but 1s funded by the Company as incurred The
key assumptions and sensitivity to changes in the assumed health care cost trend rate are discussed
in Note 8 to the consolidated financial statements
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Income Taxes

The Company tax rate reflects its income, statutory tax rates and tax planning in the various
junsdictions in which it operates Significant judgment s required In determining the annual tax rate
and in evaluating uncertain tax positons The Company reports a hability for unrecognized tax benefits
resulting from uncertain tax positions taken or expected to be taken In a tax return The evaluation of a
tax position I1s a two-step process The first step involves recognitton We determine whether it 1s more
likely than not that a tax position will be sustained upon tax examination, including resolution of any
related appeals or litigation, based on only the technical ments of the position The technical menits of a
tax position derive from both statutory and judicial authonty (legislation and statutes, legislative intent,
regulations, rulings, and case law) and their applicability to the facts and circumstances of the tax
position [f a tax position does not meet the more likely than not recognition threshold, the benefit of
that position 1s not recognized in the financial statements The second step Is measurement A tax
position that meets the more likely than not recogmition threshold 1s measured to determine the amount
of benefit to recognize in the financial statements The tax position 15 measured as the largest amount
of benefit that 1s greater than 50 percent likely of being realized upon ultimate resolution with a taxing
authorty

Uncertain tax positions are evaluated based upon the facts and circumstances that exist at each
reporting penod and involve significant management judgment Subsequent changes in judgment
based upon new nformation may lead to changes in recognition, derecognition, and measurement
Adjustments may result, for example, upon resolution of an 1ssue with the taxing authonties, or
expiration of a statute of imitations barnng an assessment for an i1ssue

Tax law requires items be included in the Company's tax returns at different times than the items are

reflected in the financial statements As a result, the annual tax expense reflected in the consolidated

statements of income 1s different than that reported in the tax returns Some of these differences are

permanent, such as expenses that are not deductible in the returns, and some differences are

temporary and reverse over time, such as depreciation expense Temporary differences create

deferred tax assets and labiliies Deferred tax liabiities generally represent tax expense recognized in

the financial statements for which payment has been deferred, or expense for which a deduction has

been taken already in the tax return but the expense has not yet been recognized in the financial

statements Deferred 1ax assets generally represent items that can be used as a tax deduction or credit

in tax returns in future years for which a benefit has already been recorded 1n the financial statements

In assessing the need for and amount of a valuation allowance for deferred tax assets, the Company

considers whether it 1s more likely than not that some portion or all of the deferred tax assets will not be

realtzed and adjusts the valuation allowance accordingly The Company evaluates all significant

available positive and negative evidence, including the existence of losses in recent years and its

forecast of future taxable income by junisdiction, in assessing the need for a valuation allowance The

Company also considers tax-planning strategies that would result in realization of deferred tax assets,

and the presence of taxable income in pnior carryback years if carryback 1s permitted under the ‘
appropriate tax law The underlying assumptions the Company uses in forecasting future taxable

income require significant judgment and take into account the Company’s recent performance The !
ultimate realization of deferred tax assets s dependent on the generaticn of future taxable income

durnng the penods in which temporary differences or carryforwards are deductible or creditable ‘
Valuation allowances are established for deferred tax assets when it 1s estimated that it 1s more likely \
than not future taxable income will be insufficient to fully use a deduction or credit in that junsdiction 1

Fair Value Determinations ‘

Investment Valuation—The Company holds investments in both public and private companies, as well
as certain private equity funds The majonty of the public investments are accounted for as available
for sale secunties Certain investments, primanly investments in private equity funds, are accounted for
using the equity method Although not directly recorded in the Company’s consolidated balance
sheets, the Company defined benefit pension plans hold investments of approximately $10 billion The
farr value of these investments determines, in part, the over-or under-funded status of those plans,
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which 15 included in the Company’s consolidated balance sheets The Company pencdically reviews
the carrying value of its investments to determine if any valuation adjustments are appropnate under
the applicable accounting prenouncements The Company bases its review on the facts and
circumstances as they relate to each investment Fair value of investments in private equity funds 1s
determined by the funds’ Investment managers Factors considered in determining the fair value of
private equity investments include implied valuatton of recently completed financing rounds that
tncluded sophisticated outside investars, performance multiples of comparable public companies,
restrictions on the sale or disposal of the investments, trading charactenstics of the securities, and the
relative size of the holdings In companson to other private investors and the public market float In
those instances where quoted market pnces are not available, particularly for equity holdings in private
companies, or formal restricions imit the sale of secunties, significant management judgment 1
required to determine the appropnate value of the Company’s investments The Company reviews with
the fund manager the appropriateness of valuation results for significant private equity investments

Goodwill Impairment Testing—The Company 1s reguired to assess goodwill and any indefinite-lived
Intangible assets tor .mpairment annually, or more frequently if circumstances indicate impairment may
have occurred The Company performs the annual impairment test for each of s reporting units durnng
the third quarter of each year Fair values of the reporting units are estimated using a market approach
or a discounted cash flow model Carrying values for the reporting units are based on balances at the
prior quarter end and include directly identified assets and habities, as well as an allocation of those
assets and labilities not recorded at the reporting unit level The Company performed intenm goodwill
impairment assessments in its Risk Consulting & Technology segment which resulted in an impairment
charge of $315 million recorded in the first quarter of 2009 and imparrment charges totaling $540
milhon recorded In the first and second quarters of 2008 Impairrment charges included in discontinued
operations were $315 million and $504 millhon in 2009 and 2008, respectively The Risk Consulting &
Technology segment was effectively disposed of with the sale of Kroll In August of 2010 The Company
completed its 2010 annual review In the third quarter of 2010 and concluded that goodwill was not
impaired The farr value of each reporting unit exceeded its carrying value by a substantial margin The
fair value estimates used Iin this assessment are dependent upon assumptions and estimates about
the future profitabiity and other financial ratios of our reporting units, as well as relevant financial data,
recent transactions and market valuations of comparable public companies

Share-based Payment

The guidance for accounting for share-based payments requires, among other things, that the
estimated fair value of stock options be charged to earnings Significant management judgment I1s
required to determine the appropnate assumptions for inputs such as volatihity and expected term
necessary to estimate option values In addition, management judgment 1s required to analyze the
terms of the plans and awards granted thereunder to determine if awards will be treated as equity
awards or hability awards, as defined by the accounting guidance

As of December 31, 2010, there was $23 4 million of unrecognized compensation cost related to stock
option awards The weighted-average penods over which the costs are expected to be recognized 1s
17 years Also as of December 31, 2010, there was $206 million of unrecognized compensaticn cost
related to the Company’s restricted stock, restricted stock unit and deferred stock unit awards

See Note 9 to the consolidated financial statements for addihonal information regarding guidance for
accounting for share-based payments
New Accounting Pronouncements

Note 1 contains a summary of the Company's significant accounting policies, including a discussion of
recently 1Issued accounting pronouncements and their impact or potential future impact on the
Company’s financial results, if determinable

Item 7A. Quanttative and Qualitative Disclosures About Market Risk.

See the information set forth under the heading “Market Risk and Credit Risk” above under Part i,
Item 7 ("Management’s Discussion and Analysis of Financial Condition and Results of Operations”)
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ltem 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.

Marsh & McLennan Companies, Inc and Subsidianes
Consolidated Statements of Income

For the Years Ended December 31,

{In milfions, except per share figures) 2010 2009 2008
Revenue $10,550 $9,83t $10,730
Expense
Compensation and benefits 6,465 6,182 6,830
Other operating expenses 3,146 2,871 3,221
Operating expenses 9,611 9,053 10,051
Operating income 939 778 679
Interest income 20 17 47
Interest expense (233) (241) (220}
Investment iIncome (loss) 43 (2) (12)
Income before income taxes 769 552 494
Income taxes 204 21 113
Income from continuing operations 565 531 381
Discontinued operations, net of tax 306 (290} (443)
Net income {loss) betore non-controlling interests 8mM 241 (62)
Less net income atiributable ic non-controlling interests 16 14 11
Net income {loss) attnibutable to the Company $ 855 § 227 $ (73)
Basic net income (loss) per share
—~Continuing operations $ 1.01 $097 & 070
—Net income (loss) attnibutable to the Company $ 156 $043 $ (013)
Diluted net income (loss) per share
—Continuing operations $ 100 $09% $ 070
~—Net income {loss) attnbutable to the Company $ 155 3042 § (014)
Average number of shares outstanding— Basic 540 522 514
— Diluted 544 524 515
Shares outstanding at December 31, 541 530 514

The accompanying notes are an integral part of these consolidated statements
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Marsh & McLennan Companies, Inc and Subsidianes
Consolidated Balance Sheets

December 31,
(In millions of dollars) 2010 2009
ASSETS
Current assets
Cash and cash equivalents $ 1,894 $ 1,707
Recelvables
Commussions and fees 2,544 2,298
Advanced premiums and claims 96 86
Income tax recewvable 323 175
Other 186 272
3,149 2,831
Less—allowance for doubtful accounts and cancellations {114) (107)
Net receivables 3,035 2,724
Current assets of discontinued operations — 221
Other current assets 347 275
Total current assets 5,276 4,931
Goodwill and Intangible assets 6,823 6,218
Fixed assets, net 822 850
Pension related assets 265 94
Deferred tax assets 1,205 1,234
Non-current assets of discontinued operations — 1,085
Cther assets 919 924
$15,310 $15,337
LIABILITIES AND EQUITY
Current habilities
Short-term debt 5 8 $ 558
Accounts payable and accrued habilihes 1,741 1,751
Accrued compensation and employee benefits 1,294 1,290
Accrued income taxes 62 —
Liabilihies of discontinued operations — 116
Total current habilities 3,105 3,715
Fiduciary liabilities 3,824 3,559
Less—cash and investments held in a fiduciary capacity (3,824) {3,558)
Long-term debt 3,026 3,034
Pension, postretirement and postemployment benefits 1,211 1,182
Liability for errors and omissions 430 518
Other Labilities 1,123 1,025
Commitments and contingencies
Stockholders’ equity
Preferred stock, $1 par value, authonzed 6,000,000 shares, none tssued —_ —_
Common stock, $1 par value, authorized 1,600,000,000 shares, 1ssued 560,641,640
shares at 2010 and 2009 561 561
Additional paid-in capital 1,185 1,211
Retained earntings 7,436 7,033
Accumulated other comprehensive loss {2,300) 2,171)
Non-controlling interests 47 35
6,929 6,669
Less—treasury shares at cost, 20,132,120 at 2010 and 30,967,116 at 2009 (514) (806)
Total equity 6,415 5,863
$15,310 $15,337

The accompanying notes are an integral part of these consolidated statements
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Marsh & McLennan Companies, Inc and Subsidianes
Consolidated Statements of Cash Flows

For the Years Ended December 31,

{In mithons of doliars) 2010 2009 2008
Operating cash flows
Net income (loss) before non-controling interests $81 § 241 $ (62)
Adjustments to reconcile net income (loss) to cash provided by operations
Goodwill impairrment charge — 315 540
Depreciation and amortization of fixed assets and capitalized software 291 307 332
Amortization of intangible assets 66 58 72
Provision for deferred income taxes 16 42 103
(Gains)/losses on investments (40) 8 20
(Gains)losses on disposition of assets (17) 56 52
Stock option expense 18 11 34
Changes in assets and lhabilities
Net receivables (218) (81) 270
Other current assets 51 (28} (18)
Other assets (216) 118 (108}
Accounts payable and accrued liabilities (55) 124 (149)
Accrued compensation and employee benefits (13) 92 (76)
Accrued income taxes 32 (95) {(159)
Other liabilities (145) (487) {119}
Effect of exchange rate changes 79 {41) 208
Net cash provided by operations 722 640 940
Financing cash flows
Purchase of treasury shares (86) — -
Proceeds from tssuance of debt — 398 —
Repayments of debt (559) (408) (260)
Purchase of non-controlling interests (15) (24) —
Shares withheld for taxes on vested units—treasury shares (59) (33) (39)
Issuance of common stock 41 34 68
Dividends paid {452) (431) (412)
Net cash used for financing activities (1,130) (464) (643)
Investing cash flows
Capital expenditures {271) (305) (386)
Net sales of long-term investments 91 53 97
Proceeds from sales of fixed assets ] 7 11
Dispositions 1,202 75 56
Acquisitions (492) (73) (126)
Cther, net (1) 7 —
Net cash provided by (used for) investing actwities 535 (236) (348)
Eftect of exchange rate changes on cash and cash equivalents (10) 152 (397)
Increase (decrease) in cash and cash equivalents 117 a2 (448)
Cash and cash equivalents at beginning of penod 1,777 1,685 2,133
Cash and cash equivalents at end of perod $1,894 $1,777 $1,685
Cash and cash equivalents—raported as discontinued operations — 70 47
Cash and cash equivalents—continuing operations $1,694 $1,707 $1,638

The accempanying notes are an integral part of these consolidated statements
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Marsh & McLennan Companies, Inc and Subsidianes

Consolidated Statements of Stockholders’ Equity and Comprehensive Income

For the Years Ended December 31,

{in miltions, except per share figures) 2010 2009 2008
Common Stock
Balance, beginning and end of year $ 561 % 561 $ 561
Additional Paid-In Capital
Balance, beginning of year $1,211 $ 1,245 $1,242
Change n accrued stock compensation costs 6 54 11
Issuance of shares under stock compensation plans and employee

stock purchase plans and related tax benefits/deficiencies (17) 2 (8)
Purchase of subsidiary shares from non-controiling interests —_ (38) —
Issuance of shares for acquisiions (15) (52) —
Balance, end of year $ 1,185 $1.211 $ 1,245
Retamned Earmings
Balance, beginning of year $ 7,033 $ 7,237 $ 7,732
Net income (loss) attributable to the Company (a} 855 227 (73)
Dividend equivalents paid {15) (14) (10)
Dwidends declared—(per share amounts $ 81 1n 2010, $801n

2009 and 2008) (437) (417) (412)
Balance, end of year $7,436 § 7,033 $ 7,237
Accumulated Other Comprehensive Loss
Balance, beginning of year $(2,171) $(2,098) § (351)
Foreign currency translation adjustments {b) (27) 346 {770}
Unrealized investment holding (losses) gains, net of reclassification

adjustments {c) (12) {2) 11
Net changes under benefit plans, net of tax (d) {90) {417) (988)
Balance, end of year $(2,300)  $(2,171)  $(2,098)
Treasury Shares
Balance, beginning of year $ (806) $(1,223) $(1,362)
Purchase of treasury shares (86) — —
Issuance of shares for acquisitions 198 281 —
Issuance of shares under stock compensation plans and employee

stock purchase plans 180 136 139
Balance, end of year $ (514) $ (806) $(1,223)
Non-Controlling Interests
Balance, beginning of year $ 35 §$ 38 $F AN
Net iIncome attributable to non-controlling interests, net of

discontinued operations (e) 16 14 11
Purchase of subsidiary shares from non-controlling interests — (8) —_
Other changes {4) (9) 4)
Balance, end of period $ 47 S 35 $ 38
Total Stockholders’ Equity $6415 55,863 $ 5,760
Total Comprehensive Income (Loss) (a+b+c+d+e) $ 742 $ 168 $(1,809)

The accompanying notes are an ntegral part of these consolidated statements
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Marsh & McLennan Companies, Inc and Subsidianes
Notes to Consolidated Financial Statements

1. Summary of Significant Accounting Policies

Nature of Operations: Marsh & McLennan Companies, Inc (the “Company”), a global professicnat
services firm, 1s organized based on the different services that it offers Under this organizational
structure, the Company’s two business segments are Risk and Insurance Services and Consulting As
discussed below, on August 3, 2010 the Company completed the sale of Kroll, the Company’s former
Risk Consulting & Technology segment, to Altegnty, Inc (“Altegnty”)

As discussed In Note 5, the Company disposed of several businesses from 2008 through 2010, which
are classified as discontinued cperations in these financial statements

The Risk and Insurance Services segment provides nsk management and insurance broking,
reinsurance broking and insurance program management services for businesses, public entities,
Insurance companies, associations, professional services organizations, and pnivate clients The
Company conducts business in this segment through Marsh and Guy Carpenter

In the first quarter of 2010, Marsh acquired Haake Companies, Inc, an insurance broking firm in the
Midwest region and Thomas Rutherfoord, Inc , an insurance broking firm in the Southeast and
mid-Atlantic regions of the U 8 In the second gquarter of 2010, Marsh acquired HSBC Insurance
Brokers Ltd , an international prowvider of nsk intermediary and nsk adwvisory services and the Bostonian
Group Insurance Agency, Inc and Bostonian Solutions, Inc {collectively the “Bostoman Group”), a
regional insurance brokerage in New England In the fourth quarter of 2010 Marsh acquired Trion, a

U 8 private benefits specialist and SBS, a Georgia-based benefits brokerage and consulting firm In
January 2011, Marsh acquired RJF Agencies, an independent insurance agency In the upper Midwest

In April 2009, Guy Carpenter completed the acquisthon of John B Collins Associates, Inc , previously
the fifth-largest reinsurance intermediary 1n the U S and seventh-largest in the world In October 2009,
Guy Carpenter completed the acquisition of London-based specialty reinsurance broker Ratiner
Mackenzie Limited from HCC Insurance Holdings, Inc In September 2009, Marsh acquired
International Advisory Services, Ltd , an independent manager of captives and third-party insurance
companies in Bermuda In December 2009, Marsh acquired the NIA Group, LLC, an independent
Insurance agency in the Northeast

The Consulting segment provides advice and services to the managements of organizations in the area
of human resource consulting, comprising retirement and investments, health and benefits, outsourcing
and talent, and strategy and nsk management consulting, comprising management, economic and
brand consulting The Company conducts business in this segment through Mercer and Oliver Wyman
Group In July 2010, Mercer acquired Innovative Process Administration (“IPA"), a provider of health
and benefit recordkeeping and employee enrcliment technology In August 2010, Mercer acquired

ORC Worldwide, a premier provider of HR knowledge, data and solutions for professionals in

numercus Industnes In the first quarter of 2011 Mercer acquired Harmmond Associates, an investment
consulting company for endowmenis and foundations inthe U S

In the first quarter of 2010, Kroll completed the sale of KLS On August 3, 2010, the Company
completed the sale of Kroll to Altegnty for cash consideration of $1 13 bilion The account balances
and activities of Kroll and KLS were segregated and reported as discontinued operations in the
accompanying consolidated balance sheets at December 31, 2009 The gain on the sale of Kroll and
related tax benefits and the after-tax loss on the sale of KLS, along with Kroll's and KLS’s 2010
comparative results of operations are included in discontinued operations in 2010

In the fourth quarter of 2008, the pnncipal operations within the Corporate Advisory and Restructuring
business (“CARG") were divested Additionally, two small residual corporate advisory and restructuring
businesses were exited in the first quarter of 2009 Based on the terms and condiions of the
divestures, the Company determined it has “continuing involvement” in the divested businesses, as
that term 1s used in SEC Staff Accounting Bulletin Topic 5e Therefore, classification of the corporate
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adwvisory and restructuring businesses as discontinued operations 1s not approprate and their financial
results in the current and prior penods are included in operating income

With the sale of Kroll in August 2010, along with previous divestiture transactions between 2008 and
2010, the Company has now divested its entire Risk Consulting & Technology segment The run-off of
the Company’s involvement in the CARG businesses I1s now managed by the Company’s corporate
departments, and consequently, the financial results of these businesses are now included in
“Corporate” for segment reporting purposes

Principles of Consoldation: The accompanying consohdated financial statements include all wholly-
owned and majority-owned subsidtaries All significant intercompany transactions and balances have
heen eliminated

Fiduciary Assets and Liabilities: In its capacity as an insurance broker or agent, the Company
collects premiums from insureds and, after deducting its commissions, remits the premiums to the
respective iInsurance underwriters The Company also collects claims or refunds from underwnters on
behalf of insureds

Unremitted insurance premiums and claims are held by the Company in a fiduciary capacity The
Company also collects claims or refunds from underwriters on behalf of nsureds Risk and Insurance
Services revenue includes interest on fiduciary funds of $45 million in 2010, $54 million in 2009 and
$139 milion in 2008 The Consuiting segment recorded fiduciary interest income of $4 millton in 2010
and 2009 and $10 million 1n 2008 Since fiduciary assets are not avaiable for corporate use, they are
shown In the balance sheet as an offset to fiduciary habilities

Fiduciary assets include approximately $283 million and $577 millien of fixed income secunties
classified as available for sale at December 31, 2010 and 2009, respectively Unrealized gains or
losses from available for sale securities are recorded in other comprehensive income until the
secunihies are disposed of, or mature Unrealized gains, net of tax, on these securties were $5 million
and $12 million at December 31, 2010 and 2009, respectively

Net uncoliected premiums and claims and the related payables were $9 1 bilhon and $9 9 billion at
December 31, 2010 and 2009, respectively The Company 1$ not a principal to the contracts under
which the nght to receive premiums or the night to receive reimbursement of insured losses anses Net
uncollected premiums and claims and the related payables are, therefore, not assets and habihties of
the Company and are not included in the accompanying consolidated balance sheets

in certain instances, the Company advances premiums, refunds or claims to insurance underwriters or
insureds prior to collection These advances are made from corporate funds and are reflected in the
accompanying consolidated balance sheets as receivables

Revenue: Risk and Insurance Services revenue includes insurance commissions, fees for services
rendered and interest iIncome on certain fiduciary funds Insurance commissions and fees for nsk
transfer services generally are recorded as of the effective date of the applicable policies or, 1n certain
cases (pnmarnly in the Company reinsurance operations), as of the effective date or billing date,
whichever is later Commissions are net of policy cancellation reserves, which are estimated based on
hustonc and current data on cancellations Fees for non-risk transfer services provided to clients are
recognized over the period In which the services are provided, using a proportional performance
model Fees resulting from achievement of certain performance threshclds are recorded when such
levels are attained and such fees are not subject to forferture

As part of the sale of MMC Capital in 2005, the Company retained the night to receive certain
performance fees related to the Tndent Il and Tndent Il private equity partnerships The Company has
deferred the recognition of such performance fee revenue of $84 million at December 31, 2010 This
revenue 1S based on the investment performance over the life of each pnvate equity fund, and future
declines In fund performance from current levels may resutt in the forfeiture of such revenue The
Company recognizes performance fee revenue when such fees are ne tonger subject to forfeiture,
which for the $84 million noted above, may take a number of years 1o resolve
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Consulting revenue includes fees paid by clients for advice and services and commissions from
Insurance companies for the placement of individual and group contracts Fee revenue for
engagements where remuneration 1s based on time plus out-of-pocket expenses is recognized based
on the amount of time ¢ensulting professionals expend on the engagement For fixed fee
engagements, revenue I1s recognized using a proportional performance model Revenue from
Insurance commisstons not subject to a fee arrangement 15 recorded over the effective period of the
applicable policies Revenues for asset based fees are recognized on an accrual basis by applying the
dally/monthly rate as contractually agreed with the client to the net asset value On a limited number of
engagements, performance fees may also be earned for achieving certain pre-determined
performance cntena Such fees are recognized when the performance critena have been achieved and
agreed to by the client Expenses incurred by professional staff in the generation of revenue are billed
to the client and included In revenue

Cash and Cash Equivalents: Cash and cash equivalents prmarnly consist of cettificates of deposi
and time deposits, with onginal maturities of three months or less, and money market funds

Fixed Assets 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 any gain or loss 1s
reflected in income Expenditures for maintenance and repairs are charged to operations as incurred

Depreciation of buildings, building improvements, furniture, and equipment 1s provided on a straight-
line basis over the estimated useful lives of these assets Leasehold improvements are amortized on a
straight-line basis over the peniods covered by the applicable leases or the estimated useful Ife of the
improvement, whichever i1s less The Company periodically reviews long-lived assets for impairment
whenever events or changes indicate that the carrying value of assets may not be recoverable

The componenis of fixed assets are as follows

December 31,

(in millrons of dollars) 2010 2009
Furniture and equipment $1,079 § 1,049
Land and buildings 402 410
Leasehold and building iImprovements 752 723

2,233 2,182
Less-accumulated deprectation and amortization (1,411) (1,332)

$§ 822 $ 850

Investment Securities: The Company holds investments in both public and private companies, as
well as certain private equity funds Publicly traded investments are classified as avallable for sale and
carned at market value Non-publicly traded mvestments are carned at cost Changes in the fair value
of available for sale secunties are recorded in stockholders’ equity, net of applicable taxes, until
realized Secunties classified as available for sale or carned at cost are considered long-term
investments and are included in Other assets in the consolidated balance sheets

Cenain investments, prnmarily investments 1n private equity funds, are accounted for under the equity
method using a consistently applied three-month lag penod adjusted for any significant changes from
the lag penod to the reporting date of the Company The underiying private equity funds follow
investment company accounting, where securities within the fund are carned at net asset value The
Company records its proportionate share of the change In fair value of the funds in earnings which
amounted to gains/(losses) of $32 rmullion, $(6} milion and $(11) million 1n 2010, 2009 and 2008,
respectively Secunties recorded using the equity method are included in Other assets in the
consclidated balance sheets

Gains, net of Incentive compensation, or losses recogruzed In earnings from the investment secunties
descrnbed above are included in investment income {loss) in the consolidated statements of income
Costs related to management of the Company’s investments, including incentive compensation
parially derived from investment income and (loss), are recorded in operating expenses

53




Goodwill and Other Intangible Assets Goodwill represents acquisition costs in excess of the fair
value of net assets acquired Goadwill ts reviewed at least annually for impairment The Company
performs an annual impairment test for each of its reporting units during the third quarter of each year
Farr values of the reporting units are estimated using either a market approach or a discounted cash
flow model Carrying values for the reporting units are based on balances at the prior quarier end and
Include directly identified assets and liabilities as well as an allocation of those assets and habilities not
recorded at the reporting unit level Other intangible assets that are not deemed to have an indefinite
Iife are amortized over therr estimated lives and reviewed for iImpairment upon the occurrence of
certain tnggenng events in accordance with applicable accounting literature The Company had no
indefinite ived identified intangible assets at December 31, 2010 or 2009

Capitalized Software Costs: The Company capitalizes certamn costs to develop, purchase or modify
software for the internal use of the Company These costs are amorhzed on a straight-ine basis over
penods ranging from three to ten years Costs incurred dunng the preltminary project stage and post
implementation stage, are expensed as incurred Costs incurred durning the application development
stage are capitalized Costs related to updates and enhancements are only capitalized if they will result
in additional functienality Capitalized computer software costs of $215 milion and $214 million, net of
accumulated amortization of $572 million and $505 muthon at December 31, 2010 and 2009,
respectively, are included in Other assets in the consoldated balance sheets

Legal and Other Loss Contingencies: The Company and its subsidianes are subject to a significant
number of claims, lawsuits and proceedings The Company records liabilities for contingencies
including legal costs when it I1s probable that a liability has been incurred before the balance sheet date
and the amount can be reasonably estimated To the extent such losses can be recovered under the
Company's insurance prcgrams, estimated recoveries are recorded when losses for insured events are
recogrized and the recovenes are probable of realization Significant management judgment Is
required to estimate the amounts of such contingent Labilities and the related insurance recoveries

The Company analyzes its ihgation exposure based on available information, including consultation
with outside counsel handling the defense of these matters, to assess its potential lability Contingent
habilities are not discounted

Income Taxes' The Company's tax rate reflects its income, statutory tax rates and tax planning in the
various junsdictions in which it operates Significant judgment is required in determining the annual tax
rate and in evaluating uncertain tax positions and company ability to realize deferred tax assets

The Company reports a liability for unrecognized tax benefits resulting from uncertain tax positions
taken or expected to be taken 1n a tax return The evaluation of a tax position Is a two-step process
The first step involves recogrition The Company determines whether it 1s more likely than not that a
1ax posttion will be sustained upon tax examination, including resolution of any related appeals or
Iiigation, based on only the technical ments of the position The technical menis of a tax position
derive from both statutory and judicial authonty (legislation and statutes, legislative intent, regulations,
rulings, and case iaw) and their applicability to the facts and circumstances of the tax position If a tax
position does not meet the more likely than not recognition threshold, the benefit of that position 1s not
recognized in the financial statements The second step 1S measurement A tax position that meets the
more likely than not recognition threshold is measured to determine the amount of benefit to recognize
in the financial statements The tax position 1s measured as the largest amount of benefit that 1s greater
than 50 percent likely of being realized upon uitimate resolution with a taxing authonty

Uncertain tax positions are evaluated based upon the facts and circumstances that exist at each
reporting period Subsequent changes in jJudgment based upon new information may lead to changes
In recognition, derecognition, and measurement Adjustments may result, for example, upon resolution
of an 1ssue with the taxing authonties, or expiration of a statute of imitattons barring an assessment for
an issue The Company recognizes interest and penalties, if any, related to unrecogruzed tax benefits
in INncome tax expense

Tax law requires items be included in the Company’s tax returns at different times than the items are
reflected in the financtal statements As a result, the annual tax expense reflected in the consoldated
statements of iIncome I1s different than that reported in the tax returns Some of these differences are
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permanent, such as expenses that are not deductible in the returns, and some differences are
temporary and reverse over time, such as depreciation expense Temporary differences create
deferred tax assets and liabiliies Deferred tax assets generally represent items that can be used as a
tax deduction or credit in tax returns in future years for which benefit has already been recorded in the
financial statements Valuation allowances are established for deferred tax assets when it 1s estimated
that future taxable income will be insufficient to use a deduction or credit in that junsdiction Deferred
tax habilities generally represent tax expense recognized Iin the financial statements for which payment
has been deferred, or expense for which a deduction has been taken already in the tax return but the
expense has not yet been recognized n the financial statements

Derivative Instruments: All denvatives, whether designated in hedging relationships or not, are
recorded on the balance sheet at fair value If the denvative 1s designated as a far value hedge, the
changes in the fair value of the denvative and of the hedged item attnibutable to the hedged nsk are
recognized in earnings I the denvative 1s designated as a cash flow hedge, the effective portions of
changes in the farr value of the denvative are recorded in other comprehensive income and are
recognized in the iIncome statement when the hedged item affects earnings Changes in the fair value
attributable to the ineftective portion of cash flow hedges are recognized in earnings

Concentrations of Credit Risk. Financial instruments which potentally subject the Company to
concentrations of credit risk consist pnmarily of cash and cash equivalents, commissions and fees
receivable and insurance recoverables The Company maintains a policy providing for the
diversification of cash and cash equivalent investments and places its investments in a !arge number of
high gualty financial institutions to imit the amount of credit nsk exposure Concentrations of credit nsk
with respect to receivables are generally imited due to the large number of clients and markets In
which the Company does business, as well as the dispersion across many geographic areas

Per Share Data. Effective January 1, 2009, the Company adopted the guidance for the calculation of
earnings per share (“EPS") for share-based payment awards with rights to dividends or dividend
equivalents The guidance indicates that unvested share-based payment awards that contain
nonforfeitable nghts to dividends or dividend equivalents (whether paid or unpaid) are participating
securities and should be included 1n the computation of basic and dilutive EPS using the two-class
method The adoption of this new guidance did not have an impact on the fiscal year 2008 for EPS
from continuing operations, discontinued operations and net iIncome because the treasury stock
method was more dilutive

Basic net iIncome per share attributable to the Company and income from continuing operations per
share are calculated by dividing the respective after-tax income attnbutable to common shares by the
weighted average number of outstanding shares of the Company’s common stock

Diluted net income atinbutable to the Company per share and income from continuing operations per
share are calculated by dividing the respective after-tax iIncome attnbutable to common shares by the
weighted average number of outstanding shares of the Company’s common stock, which have been
adjusted for the dilutive effect of potentially 1ssuable common shares (excluding those that are
considered parhicipating secunties) The dituted earnings per share calculation reflects the more
dilutive effect of either (a) the two-class method that assumes that the participating securities have not
been exercised or (b) the treasury stock method Reconciliation of the applicable income components
used for diluted earnings per share and basic weighted average common shares outstanding to diluted
weighted average common shares outstanding 1s presented below The following information
represents the Company’s current presentation

Basic EPS Calculation
Continuing Operations

{in muthons) 2010 2009 2008
Income from continuing operations $565 $531 §$381
Less Non-controling interests 16 14 11
Income from continuing operations atinbutable to the Company 549 517 370
Less Porticn attnbutable to participating secunities 6 12 9
Income attributable to common shares $543 $505 $361
Basic weighted average common shares outstanding 540 522 514
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Basic EPS Calculation

Net Income

{In milhons) 2010 2009 2008

Net income (loss) attributable to the Company $855 %227 3(73)
Less Portion attributable to participating secunties 11 4 (6)
Net income {loss)} attnbutable to common shares $844 $223 §$(67)
Basic welghted average common shares outstanding 540 522 514

Diluted EPS Calcuiation
Continuing Operations

(in mutlions, except per share figures) 2010 2009 2008
Income from continuing operations $ 565 $ 531 $ 381

Less  Non-controlling interests 16 14 11

Income from continuing operations attnbutable to the Company 549 517 370
Less Portion attributable to participating secunties 6 12 9

Income aftributable to common shares $ 543 $ 505 $ 361

Basic weighted average common shares outstanding 540 522 514
Dilutive effect of potentially issuable common shares 4 2 1

Diluted weighted average common shares outstanding 544 524 515
Average stock price used to calculate common stock equivalents $2376 $2144 $2724
Diluted EPS Calculation

Net Income

{In millions, except per share figures) 2010 2009 2008

Net income (loss) attributable to the Company $ 858 $ 227 § (73)
Less Portion attnbutable to participating secunties (9 11 4 —

Net income (loss) attributable to common shares $ B44 § 223 § (73)
Basic weighted average common shares outstanding 540 522 514
Dilutive effect of potentially issuable common shares 4 2 —
Diluted weighted average common shares outstanding 544 524 514
Average stock price used to calculate common stock equivalents $23.76 $2144 52724

(1) For the twelve months ended December 31, 2008, earnings per share was more dilutive under the
treasury stock method Therefore, no amounts are allocated to participating secunties for that
penod

There were 43 4 million, 46 4 million and 50 7 mithion stock ophions outstanding as of December 31,
2010, 2009 and 2008, respectively There were 1 milllon common stock equivalents 1n 2008 that would
have increased diluted weighted average common shares outstanding, however, they have not been
ncluded in the calculation since the Company reported a net loss

Estimates: The preparation of financial staternents in conforruty with accounting principles generally
accepted in the United States requires management to make estmates and assumptions that affect
the reported amounts of assets and liabilites and disclosure of assets and liabitities at the date of the
financial statements, and the reported amounts of revenues and expenses dunng the reporting period
Actual results may vary from those estimates

New Accounting Pronouncements: Effective January 1, 2009, the Company adopted the new
guidance 1ssued by the FASB for Business Combinattons The guidance requires entities in a business
combination to recognize all (and only) the assets acquired and liabiities assumed in the transaction,
establishes the acquisition-date fair value as the measurement chjective for all assets acquired and
habilities assumed, and requires the acquirer to disclose all information needed by investors and other
users to evaluate and understand the nature and financial effect of the business combination The
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Company made several acquisitions in 2010 and 2009 that were accounted for under the new
Business Combination guidance, which are discussed in more detail in Note 4

In December 2010, the FASB 1ssued amendments to the guidance for pro-forma disclosures arising
frem business combinations The amendments specHy that if a public entity presents comparative
financial statements, the entity should disclose revenue and earnings of the combined entity as though
the business combination that occurred during the current year had occurred as of the beginning of the
comparable prior annual reporting period only The amendments alsc expand the supplemental pro-
forma disclosures to include a descnption of the nature and amount of matenal, nonrecurring pro-forma
adjustments directly attnbutable to the business combination included in the reported pro-forma
revenue and earmings The amendments are effective prospectively for business combinations for
which the acquisition date 1s on or after the beginning of the first annual reporting period beginning on
or after December 15, 2010 Early adoption 1s permitted The Company does not expect the new
guidance to have a matenal impact on the Company’s future disclosures

On Apnl 1, 2009, the FASB 1ssued guidance for “Accounting for Assets Acquired and Liabilties
Assumed In a Business Combination That Anse from Contingencies” to address application 1ssues
raised by preparers, auditors and attorneys The guidance requires recogrition of contingent assets or
habiittes (ansing from a business combination contingency) at fair value, at the acquisition date if the
acquisition-date fair value of the asset or hability can be determined during the measurement pernod, or
if the following criternia are met

(a) Information avallable before the end of the measurement perod indicates that it 1s probable
that an asset existed or that a liability had been incurred at the acquisition date and

{b) The amount of the asset or liability can be reasonably estmated

Otherwise, the acquirer should not recognize an asset or lability as of the acquisition date The
gudance 1s effective for business combinaticns occurnng on or after January 1, 2008 This new
guidance did not have a matenal impact on the Company’s financial condition or reponied results

In the second quarter of 2009, the Company adopted the guidance 1ssued by the FASB for Recognition
and Presentation of Other-Than-Temporary Impairments It amends GAAP guidance including SEC
SAB Topic 5M and other authontative hiterature that allow the holders of debt securities not to
recognize other-than-temporary impairmenis based on their intent and ability to hold a secunty until
recovery in fair value to s amortized cost The other-than-temporary impairment model applies only to
debt secunittes and not equity securities The new requirements are {a) whether an entity has the intent
to sell the debt secunty or (b) whether an entity will more likely than not be required to sell the debt
security before 1ts anticipated recovery The guidance requires recognition of a credit loss (the
difference between the present value of cash flows expected to be collected and the amortized cost
basis) through earmngs The guidance 1s effective for intenm and annual perniods ending after June 15,
2008 The adoption of this guidance did not have a matenal impact on the Company’s financial
condition or reported results

Effective January 1, 2009, the Company adopted the guidance for calculating EPS using the two-class
method with retroactive application to pnior periods The impact of adopting the guidance 1s discussed
In Note 1 to the consolidated financial statements

In December 2009, the FASB i1ssued new guidance related to the Consolidation of Vanable Interest
Entities (*VIE") The new guidance focuses on “controlling financial interests” and requires companies
to perform qualtative analysis to determine whether they must consolidate a VIE by assessing whether
the vanable interests give them controling financial interests in the VIE This guidance 1s effective for
transfers occurnng on or after November 15, 2009 Provisions must be applied in annual reporiing
periods beginning after November 15, 2009 and intenim periods within that annual period The adoption
of the guidance did not have a matenal impact on the Company’s hnancial statements

Also, effective January 1, 2010, the Company adopted new guidance that indefinitely defers the above
changes relating to the Company’s interests in entities that have all the attnbutes of an investment
company or for which 1t1s industry practice te apply measurement principles for financial reporting that
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are consistent with those applied by an investment company Mercer manages approximately

$12 billion of assets In trusts or funds for which Mercer's management or trustee fee 1s considered a
vartable interest Mercer has no net investment in any of these funds, and its maximum exposure to
loss 1s imnted to collection of its fees As a result, the above guidance did not apply to certain
investment management trusts managed by Mercer

In January 2010, the FASB 1ssued new guidance that adds additional disclosures about transfers into
and out of Levels 1 and 2 items and separate disclosures about purchases, sales, 1ssuances, and
settlements related to Level 3 measurements It also clanfies existing fair value disclosures about the
level of disaggregation and about inputs and valuation techniques used to measure fair value Further,
the new guidance amends the requirements on employer's disclosures about postretirement benefit
plan assets to require disclosures be provided by classes of assets instead of by major categones of
assets This guidance s effective for the first reporting penod beginning after December 31, 2009,
except for the requirement to provide the Level 3 activity of purchases, sales, 1ssuances, and
settlements on a gross basis, which will be effective for fiscal years beginning after December 15,
2010 The adoption of the guidance did not have a matenial impact on the Company’s consolidated
financial statements

In October 2009, the FASB amended its guidance on revenue recognition regarding mult:ple-
deliverable revenue arrangements The guidance is effective prospectively for arrangements entered
into or matenally modified in fiscal years beginning on or after June 15, 2010 The Company Is
evaluating the impact of adopting this new guidance

On April 29, 2010, the FASB issued guidance which establishes a revenue recognitton model for
contingent consideration that 1s payable upon the achievement of an uncertain future event, referred to
as a milestcne The scope of this guidance 1s imited to research or development arrangements and
requires an entity to record the milestone payment in its entirety In the penod received If the milestone
meets all the necessary cntena to be considered substantive However, entihes would not be
precluded from making an accounting policy election to apply another appropnate accounting policy
that results in the deferral of some portion of the arrangement consideration This i1s effective for fiscal
years (and intenm penods within those fiscal years) beginning on or after June 15, 2010 Early
application i1s permitted Entities can apply this guidance prospectively to milestones achieved after
adoption However, retrospective application to all pnior periods 1s also permitted The Company is
evaluating the impact of adopting this new guidance

In May 2010, the FASB 1ssued guidance for foreign currency 1ssues and Venezuela’s hughly inflationary
status The guidance states that Venezuela’s economy should be considered highly inflationary as of
January 1, 2010 and therefore a U S dollar reporting entity must remeasure the financial statements of
its Venezuelan subsidiaries as if the subsidianes’ functional reporting currency were the entity’s
reporting currency (1 e, the U 8 dollar) Any differences between the U S dollar denominated
balances recorded by the Venezuelan subsidianes and the amounts reported in the entity’s
consoldated financial statements must be recognized in earnings or as part of its cumulative
translation adjustment The adoption of the guidance did not have a matenal 1mpact on the Company’s
financial statements

In December 2010, the FASB i1ssued guidance to clanfy when to perform Step 2 of the goodwill
impairment test for reporting units with zero or negative carrying amounts This guidance 1s not
currently applicable to the Company, since all reporting units have positive ¢arrying amounts

Reclassifications: Certain reclassificattons have been made o prior year amounts to conform with
current year presentation, in particular with regard to separate disclosure of income taxes receivable
on the consolidated balance sheets
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2. Supplemental Disclosures

The following schedule provides additional information concerning acquisitions, interest and income
taxes pard

(in millions of dollars) 2010 2009 2008
Assets acquired, excluding cash $867 $420 $249
Liabiities assumed (176) {24) (78)
Shares issued (7 6 milien and 10 7 million shares in 2010 and 2009,

respectively) (183) (229) —
Contingent/deferred purchase consideration (81) (100) (45)
Net cash outflow for current year acquisitions 427 67 126
Purchase of other intangibles 3 — —
Contingent payments from prior year acquisitions 2 6 —
Deferred purchase consideration from prior year acquisitions 60 —_ —
Net cash outflow for acquisitions $492 35 73  $126
(in mulons of dollars) 2010 2009 2008
Interest paid $232 $230 5216
Income taxes paid $ 39 $219 $200

The Company had non-cash 1ssuances of common stock under its share-based payment plan of $182
milhion, $123 milhion and $103 million at December 31, 2010, 2009 and 2008, respectively The
Company recorded stock based compensation expense related to equity awards of $174 million, $193
million, and $76 miilion for the years ended December 31, 2010, 2009 and 2008, respectively

The consolidated cash flow statements include the cash flow impact of discontinued operations in each
cash flow category The cash flow impact of discontinued operations from the operating, financing and
investing cash flow categories 1s as follows

For the Years Ended December 31,

{In mullions of dollars) 2010 2009 2008
Net cash (used for) provided by operations $ (6) $ 50 $69
Net cash used for investing activities $(14)  $(42) 5(47)
Effect of exchange rate changes on cash and cash equivalents $ (2) $ 5 $ (8)

The information above excludes the cash flow impacts of actual disposal transactions related to
discontinued operations because the Company believes these transactions to be cash flows
attnbutable to the parent company, ansing from its decisien to dispose of the discontinued operation
The Company’'s cash flow reflects the cash provided by investing activities in 2010 of $1 13 billion from
the disposal of Kroll and $110 million for the disposition of KLS, $75 million primanly from the disposal
of Kroll Government Services (*KGS") 1n 2009 and $56 milllon from the disposat of Mediservice and
Kroll Crucible in 2008

An analysis of the allowance for doubtfut accounts s as follows

For the Years Ended December 31,

{fn milfions of doliars) 2010 2009 2008
Balance at beginning of year $107 $ 93 $109
Prowvision charged to operations 20 23 9
Accounts written-off, net of recoveres (26) {14) (12)
Effect of exchange rate changes and other 13 5 {13)
Balance at end of year $114 $107 $ 93
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3. Other Comprehensive Income (Loss)

The components of other comprehensive income (loss) are as follows

For the Years Ended December 31,

{In milons of doliars} 2010 2009 2008
Foreign currency translation adjustments {net of income tax (credit) expense

of $(7}, $54 and $(14) in 2010, 2009 and 2008, respectively) $(27) $346 $ (770)
Unreahzed investment holding (losses) gains, net of iIncome tax credit

{expense) of $2, $2 and $({4) 1n 2010, 2009 and 2008, respectively {7) {1) 12

Less Reclassification adjustment for realized {gaing) included in net
mcome, net of income tax expense of $3, $1 and $1

In 2010, 2009 and 2008, respectively (5) (1) (1)
Losses related to pension/retiree pians (net of income tax credit of $56, $172

and $562 1n 2010, 2009 and 2008, respectively) (30) (417) (988)
Other comprehensive loss (128) (73) (1,747)
Net income (loss) before non-controlling interests 871 241 (62)
Comprehensive income {loss) before non-controlling interests $742 $168 $(1,809)
Less Comprehensive income attnbutable to non-controlling interests (16) (14) (11)
Comprehensive income (loss) attributable to the Company $726 3154 $(1,820)

The components of accumulated other comprehensive income (loss) are as follows

December 31,

(in millions of dollars) 2010 2009
Foreign currency translation adjustments (net of deferred tax of $10 and $17 1n

2010 and 2008, respectively) $ 62 $ 89
Net unrealized investment gains (net of deferred tax of $5 and $101n 2010 and

2009, respectively) 11 23
Net charges related to pension / retiree plans (net of deferred tax (credit) of

$(1,173) and ${1,117) 1n 2010 and 2009, respectively) (2,373) (2,283)

$(2,300) $(2,171)

4. Acquisitions

The Company made six acquisitions In its Risk and Insurance Services segment and two acquisitions
in its Consulting segment in 2010

In the first quarter of 2010, Marsh acquired Haake Companies, Inc, an independent insurance broking
firm in the Midwest, and Thomas Rutherfoord, Inc , an insurance broking firm 1n the Southeast and
mid-Atlantic regions in the U S In the second quarter of 2010, Marsh completed the acquisition of
HSBC [nsurance Brokers Ltd (“HIBL") This transaction deepens Marsh's presence in the U K , Hong
Kong, Singapore, China and the Middle East As part of the acquisition agreement, Marsh also entered
Into a strategic partnership with HSBC Bank that gives the Company preferred access to provide
insurance broking and rnisk management services to HSBC and their corporate and private chents Also
in the second quarter, Marsh & McLennan Agency acquired the Bostonian Group, a regional insurance
brokerage in New England In the fourth quaner of 2010 Marsh acquired Strategic Benefits Solutions,
Inc , a benefts brokerage and consulting firm located in the Southeast region of the U S, and Trnion
Group, Inc, a provider of brokerage and administrative services Each of these acquisitions, except
HIBL, were made to expand Marsh’s share in the middle-market through Marsh & McLennan Agency

In July 2010, Mercer acquired IPA, a provider of health and benefit recordkeeping and employee
enroliment technology In August 2010, Mercer acquired ORC Waorldwide, a premier provider of HR
knowledge, data and solutions for professionals In numerous industries

Total purchase consideration for the eight acquisitions made dunng 2010 was $754 million which
consisted of cash paid of $490 million, the 1ssuance of 7 6 million shares with a farr value of $183
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million and estimated contingent consideration of $81 millon Contingent consideration arrangements
are primarily based on EBITDA and revenue targets over two to four years The fair values of the
contingent consideration were based on eamings projections of the acquired entities and are
categonzed as Leve! 3 in the fair value hierarchy Estimated fair values of assets acquired and
habiities assumed are subject to adjustment when purchase accounting 1s finalized

In 2010, the Company also paid $60 million of deferred purchase consideration, $3 million for the
purchase of other intangible assets and $2 million of contingent purchase consideraticn related o
acquisitions made In prior years

During 2009, the Company made six acquisitions 1n its Risk and Insurance Services segment

In Aprii 2009, Guy Carpenter completed the acquisition of John B Collins Associates, Inc , previously
the fifth-largest reinsurance intermediary in the U S and seventh-largest in the world The acquisition
of Collins further strengthens Guy Carpenter’s capabilities in medical professional iability, agnculture,
Flonda property, Program and regional specialty lines of business

In July 2009, Marsh acquired RJ Neville and Associates, a boutique insurance and sk management
firm based in Bnisbane The acquisihon, which 1s part of a broader growth strategy, will build the firm’s l
book of business in the Brisbane area 1

In September 2009, Marsh completed the acquisition of International Advisory Services Ltd (IAS), an
independent manager of captive and third-party insurance companies in Bermuda The acquisition
strengthens Marsh’s position as a global leader in managing captive insurance companies and its rank
as Bermuda’s largest captive management organization

In October 2009, Guy Carpenter acquired Rattner Mackenzie Limited, a reinsurance broker based in
London The acquisition was made in line with Guy Carpenter’s strategic growth approach whereby
organic expansion Is augmented by acquisitions

In November 2009, Marsh acquired Insurance Allilance, an independent insurance agency in Texas In
December 2009, Marsh acquired The NIA Group, LEC, an independent insurance agency in the
Northeast These transactions marked the beginning of planned strategic acquisiions as Marsh &
McLennan Agency builds a national business to serve the needs of small to mid-sized companies
across the United States

Total purchase consideration for the 2009 acquisitions was $414 million which consisted of cash paid
of $85 millon, the 1ssuance of 10 7 million shares amounting to $229 million and future payouts of
$100 million

In the first quarter of 2009, the Company acquired the remaining minonty interest of a previously
majonty owned entity for total purchase consideration of $47 milkon The Company accounted for this
acguisitton under the guidance for consolidations and non-controlling interests that became effective In
2009 This gutdance requires that changes in a parent’s ownership interest while retaining financial
controlling interest 1n a subsidiary be accounted for as an equity transaction Stepping up the acquired
assets to fair value or the recording of goodwill I1s not permitted Theretore, the Company recorded a
decrease to additional paid-in capital in 2009 of $38 million related to this transaction
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The following table presents the prehminary allocation of the acquisition costs for the companies
acquired by the Company during 2010 to the assets acquired and habilities assumed, based on therr
fair values

{In milhons of dollars)

Cash $490
Company common shares 183
Contingent consideration 81
Total Consideration $754
Allocation of purchase price
Cash and cash equivalents 63
Accounts recewable, net 106
Other current assets 2
Property, plant, and equipment 10
Other assets 36
Intangible assets 213
Goodwill 500
Total assets acquired 930
Current habiities 110
QOther liablities 66
Total habiities assumed 176
Net assets acquired $754

In the first quarter of 2010, the Company paid deferred purchase consideration of $15 million related to
the purchase in 2009 of the minonty interest of a previously controlled entity, discussed above

Pending Acquisthons

In January 2011, Marsh announced that it had acquired RJF Agencies, a provider of property and
casualty insurance and employee benefits to middle market companies in the Midwest region Also In
January 2011, Mercer announced that it had completed the acquisition of Hammond Associates, the
third Jargest investment consulting company for endowments and foundations inthe U S

Pro-Forma Information

The following unaudited pro-forma financial data gives effect to the acquistions made by the Company
during 2009, 2010 and 2011, as If they cccurred on January 1, 2009 The pro-forma information
adjusts for the effects of amortization of acquired intangibles The pro-forma information also reflects
the classification of Kroll's operating results in discontinued operations for all penods presented The
unaudited pro-forma financial data is presented for illustrative purposes only and 1s not necessarily
indicative of the operating results that would have been achieved If such acquisitions had occurred on
the dates indicated, nor is It necessarily indicative of future consolidated results

Year Ended
December 31,

{In milions, except per share data) 2010 2009
Revenue $10,786 $10,436
Income from continuing operations $ 579 § 572
Net income attributable to the Company $ 869 3 268
Basic net income per share

—Continuing operations $ 103 § 102

—Net income attnbutable to the Company $ 158 § 049
Diluted net income per share

—Continuing operations $ 102 $ 101

—Net income atinbutable to the Company $ 157 & 049
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5. Discontinued Operations

On August 3, 2010, the Company completed the sale of Kroll to Altegrity for cash proceeds of $1 13
bihon Kroll's assets and liabihties are reported in discontinued operations at December 31, 2009 The
pre-tax gain of $25 million, the tax benefit related to the disposal, Kroll's results through August 3,
2010, and Kroll's operating results in 2009 and 2008 are included in discontinued operations tn the
accompanying consolidated statements of income

The Company’s tax basis In its investment in the stock of Kroll exceeded the recorded amount primarly
as a result of prior impairments of goodwill recogruzed for financial reporting, but not for tax Prior to
the second quarter of 2010, a tax benefit had not been recorded for this temporary difference because
It was not apparent in the foreseeable future that it would reverse in a transaction that would result in a
tax benefit Since Kroll met the critena for classification as a discontinued operation in the second
quarter of 2010, the Company determined that it had the ability to carry back the capital loss realized
against prior realized capital gains Therefore, a $277 million tax benefit was recorded in discontinued
operations in 2010 The sale of Kroll resulted in the current realization of a portion of this tax benefit
The benefit has been recovered In part through offset of capital gains ansing in 2010, and the
rematnder of the loss to be carned back has been established as a current tax receivable, which 1s
expected to be recovered in the second quarter of 2011

In the first quarter of 2010, Kroll completed the sale of KLS The after-tax loss on this disposal 1s
included in discontinued operations in 2010 The operating results of KLS are included in discontinued
operations

Discontinued operations in 2010 and 2009 includes the accretion of interest related to an indemnity for
uncertain tax positions provided as part of the purchase by Great-West Lifeco Inc of Putnam
Investments Trust from the Company in August 2007 Discontinued cperations in 2010 also include
$16 milon for insurance recovenes related to Putnam market-timing

In the second quarter of 2009 Kroll completed the sale of Kroll Government Services (“KGS”) The
operating results of KGS are included in discontinued operations in 2009 and 2008

In 2008, discontinued cperations also includes Putnam, Mediservice and Kroll Crucible which are
discussed in more detail below

With regard to Putnam, discontinued operations in 2008 includes (1) the impact of immatenal
corrections and other adjustments to the fourth quarter of 2007 tax provision related to the transaction,
(2) adjustments to the tax prowision to reflect differences between tax returns filed in 2008 and the
imtial estimated provisions, and (3} interest on habiliies for centain tax-related indemnities provided as
part of the transaction In the first quarter of 2008, Marsh completed the sale of Mediservice, a claims
administration operation in Brazil The gain on this disposal, net of tax, 1s included in discontinued
operations 1n 2008 In the third quarter of 2008, Kroll completed the sale of Kroll Crucible (“Crucible”), a
division of its government services operation The loss on this disposal, net of tax, is included in
discontinued operations 1n 2008

As part of the disposal of Putnam, the Company provided indemnities to GWL with respect to certain
Putnam-related litigation and regulatory matters described in Note 16, and certain indemnities related to
contingent tax habilities (the “indemnified matters”) The Company estimated the “farr value” of the
indemnuties based on a (1) probability weighted assessment of possible outcomes, or () In circumstances
where the probability or amounts of potential cutcomes could not be determined, an analysis of similar
but not Identical circumstances prepared by a company-affilliated professional economic valuation firm
The amounts recognized are the greater of the estimated fair value of the iIndemnity or the amount
required to be recorded per the guidelines for accounting for contingencies or the accounting for Income
taxes (for tax-related matters) The remaining hability related to these indemnities was approximately
$195 million at December 31, 2010 Thss liability considers the potential settlement amount as well as
related defense costs The matters for which indemnities have been provided are inherently uncertain as
to therr eventual outcome The process of eshmating “fair value” entails necessanly uncertain
assumptions about such future outcomes Consequently, the ulimate resolution of the matters for which
indemnities have been provided may well vary significantly from the calculated labilties
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The indemmities described above do not have a stated expiratton date The Company I1s released from
nsk under the indemnity as the indemnified matters are settled or otherwise resolved Since the
Company i1s not released from nsk under the indemnities simply based on the passage of time, future
costs of settlements and/or legal fees related {0 the iIndemnified matters will be charged against the
hability so long as they are consistent with the estimated exposure contemplated for such matters
when the liability was established The Company assesses the status of the indemnified matters each
reporting period to determine whether to cease reduction of the hability, and/or whether additional
accruals are appropriate for non-tax related matters or for tax related matters Any future charges or
credits resulting from the settlement or resolution of the indemnified matters, or any adjustments to the
habilities related to such matters will be recorded in discontinued operaticns

Kroll, KLS, KGS and Kroll Crucible were part of the Company’s Risk Consulting & Technology
segment The Company has now divested its entire Risk Consulting & Technology segment

Summarized Statements of Income data for discontinued operations Is as follows

For the Years Ended December 31,

(in milions of dollars) 2010 2009 2008
Kroll Operations

Revenue $381 § 699 $ 866

Expense @ 345 958 1,281

Net operating income 36 (259) (415)
Income tax 16 24 24
Income from Kroll operations, net of tax 20 (283)  (439)
Other discontinued operations, net of tax (7) — —
Income (loss) from discontinued operations, net of tax 13 {283) (439)
Disposals of discontinued operations ® 58 8 29
Income tax (credit) expense © {235) 15 33
Disposals of discontinued operations, net of tax 293 (7) mG)
Discontinued operations, net of fax $306 $(290) $ (443)
Discontinued operations, net of tax per share

—Basic $055 §$(054) $(083)

—Diluted $0.55 $(054) $(084)

{a) Includes goodwill impairment charge of $315 milion and $504 million in 2009 and 2008,
respectively

{b) Includes gain on sale of Kroll and the gain on ihe sale of KLS in 2010 and aloss on the sale of
Kroll Government Services in 2009

(c) Inciudes the provision /(credit) for income taxes relating to the recegnition of tax benefits recorded
In connection with the sale of Kroll as well as a tax provision of $36 million on the sale of KLS in
2010

The assets and liabilities of Kroll and KLS are classified as current assets, non-current assets and
current habilties of discontinued operations in the Consolidated Balance Sheets at December 31,
2009 The assets of Kroll pnmanly consist of goodwill, other identified intangible assets, commissions
and fees recevable and fixed assets

6. Goodwill and Other Intangibles

The Company 1s required to assess goodwill and any indefinite-lived intangible assets for imparrment
annually, or more freguently If circumstances indicate impairment may have occurred The Company
performs the annual impairment test for each of its reporting units durnng the third quarter of each year
Farr values of the reporting uruts are estimated using either a market approach or a discounted cash
flow model This fair value determination was categonzed as Level 3 in the fair value hierarchy
Carrying values for the reporting units are based on balances at the pnor quarter end and include
directly identified assets and hlabihties as well as an allocation of those assets and labilities not
recorded at the reporting unit level The Company completed tts 2010 annual review in the third quarter
of 2010 and concluded goodwill was not impaired
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The Company completed the sale of Kroll on August 3, 2010 Goodwill related to Kroll has been
reflected as assets of discontinued operations at December 31, 2009

As previously reported, in the second quarter of 2009, Kroll completed the sale of KGS, tsU S
government secunty clearance screening business As a result of the sale, the Company allocated
goodwill between KGS (the portion of the reperting unit sold) and Kroli (the portion of the reporting unit
retained), based on the relative fair value of the two units In addition, as required under GAAP, the
Company evaluated the portion of the reporting unut retained for potential impairment Fair value was
estimated using a market approach, based on management’s latest projections and outlook for the
businesses In the current environment This fair value determination was categonzed as Level 3 in the
fair value hierarchy Cn the basis of the step one impairment test, the Company concluded that
goodwill in the reporting unit was impaired A step two impairment test which under ASC Topic No 350
(*Intangibles — Goodwill and Other”) is required to be completed after an impairment is indicated 1n a
step one test and requires a complete re-valuation of all assets and lhiabilities of the reporting units in
the same manner as a business combination The Company recorded a non-cash charge of $315
million to write down Kroll's goodwill to its estmated fair value in 2009 The charge of $315 million 1s
included n discontinued operattons, which also includes the operating results of Krol

In March 2008, the Company announced a management reorganization within the Risk Consulting &
Technology segment, whereby two separate units were formed, each reporting directly to the
Company’s Chief Executive Officer These units are (1) Kroll, which includes litigation support and data
recovery, background screening, and nsk mitigation and response, and (1) Corporate Advisory and
Restructuring As a result of the management reorganization, the Company conducted an intenm
goodwill assessment for the new reporting units within the Risk Consulting & Technology segment in
the first quarter of 2008 Farr value was estimated using a market approach, based on management’s
latest projections and outtook for the businesses in the current environment at that ime  In particular,
events impacting the mortgage markets negatively impacted Kroll Factual Data, and the environment
for Corporate Advisory and Restructunng was difficult On the basis of the step one impairment test,
the Company concluded that goadwill In the segment was impaired, and recorded a charge of $425
million i the first quarter of 2008 1o reflect the estimated amount of the impairment Due to the timing
of the tngger event and subsequent completion of the step one test, the Company was unable to
complete the required step two portion of the impairment assessment prior to the issuance of its first
quarter 2008 financial statements The Company recerded an addibonal impairment charge of $115
million in the second quarter of 2008 The Company included $504 million of the gocdwill impairment
charge recorded 1n 2008 in discontinued operations

Other intangible assets that are not deemed to have an indefinite ife are amortized over their
estimated lives and reviewed for impairment upon the occurrence of certain trniggering events in
accordance with applicable accounting hterature

Changes in the carrying amount of goodwill are as follows

{In miirons of doflars) 2010 2009
Goodwill recorded @ $5,990 $7,365
Accumulated impairment losses — (540)
Balance as of January 1, as reported 5,990 6,825
Goodwill acquired 502 250
Goodwill impairment related to discontinued operattons — (315)
Reclassified to discontinued operatons -_ (845)
Other adjustments (& (72) 75
Balance as of December 31, 2010 $6,420 $5,990

{a) Amounts in 2010 exclude goodwill and accumulated impairment losses related to Kroll, which
were reclassified to discontinued operations
(b) Pnmarnly foreign exchange
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The goodwill acquired of $502 mihon in 2010 represents $468 million related to the Risk and Insurance
Services segment and $34 million related to the Consulting segment

Goodwill related to Kroll of appreximately $800 milhon at December 31, 2009 1s included in non-current
assets of discontinued operations in the consoldated balance sheets

Goodwill allocable to the Company’s reportable segments 1s as follows Risk and Insurance Services
$4 4 billion and Consulting $2 0 billion

Amortized intangible assets consist of the cost of client lists, client relationships and trade names
acquired The gross cost and accumulated amortization 1s as follows

2010 2009
Net Net
December 31, Gross Accumulated Carrying Gross  Accumulated Carrying
(In miliions of dollars) Cost Amortization Amount Cost  Amortization Amount
Amortized intangibles $615 $212 $403 $395 $166 $229

Aggregate amortization expense for the years ended December 31, 2010, 2009 and 2008 was $50
milhon, $26 rullion and $36 million, respectively, and the estimated future aggregate amortization
expense s as follows

For the Years Ending December 31,

(In milhons of doliars) Estimated Expense
2011 $ 49
2012 46
2013 42
2014 36
2015 33
Subsequent years 197
$403

7. Income Taxes

Income before Income taxes shown below 1s based on the geographic location to which such income 1s
attributable Although income taxes related to such income may be assessed in more than one
jurisdiction, the income tax provision corresponds to the geographic location of the iIncome

For the Years Ended December 31,

{In mulrons of dollars) 2010 2009 2008
Income before income taxes
us $ (296) $(438) ${439)
Other 1,065 990 933

$ 769 $552 $494

Income taxes

Current—
U S Federal $ (90) $(308) $ (98)
Other national governments 249 264 141
U S state and local 21 15 26
180 (29) 69
Deferred—
U S Federal (28) 16 (24)
Other national governments 50 39 120
U S state and local 2 {5y (52)
24 50 44
Total Income taxes $ 204 $ 21 5113
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The significant components of deferred income tax assets and liabilities and their balance sheet
classifications are as follows

December 31,

{in millrons of dollars}) 2010 2009

Deferred tax assets:
Accrued expenses not currently deductible $ 524 § 530
Differences related to non-U S operations @ 310 316
Accrued retirement & postretirement benefits—non-U S operations 45 80
Accrued retirement benefits U 8 344 359
Net operating losses ® 190 115
Income currently recognized for tax 57 67
Foreign tax credit carryforwards 129 60
Cther 181 164

$1,780  $1,691

Deferred tax habilities:

Unrealized investment holding gains $ 6 %12
Differences related to non-U S operations 174 174
Depreciation and amortization 203 153
Cther 15 20

$398 $359

(a) Net of valuation allowances of $3 million and $2 milion in 2010 and 2009, respectively
(b) Net of valuation allowances of $47 million and $52 milion in 2010 and 2009, respectively

December 31,
(i mulions of dollars) 2010 2009
Balance sheet classifications:
Current assets $ 177 & 098
Other assets $1,205 $1,234

U S Federal income taxes are not provided on temporary differences with respect to investments in
foreign subsidianes that are essentially permanent in duration, which at December 31, 2010 amounted
to approximately $3 6 bilion The determination of the unrecognized deferred tax hability with respect
to these invesiments 1s not practicable

A reconciliation from the U S Federal statutory iIncome tax rate to the Company’s effective income tax
rate 1s shown below

For the Years Ended December 31, 2010 2009 2008
% Yo Yo
U S Federal statutory rate 35,0 350 350
U S state and local ncome taxes—net of U 8 Federal income tax benefit 1.9 13 (49
Differences related to non-U S operations (9.5) (159) (103)
Change in Unrecognized Tax Benefits (0.2) (16 8) —
Other {0.7) 02 31
Effective tax rate 26.5 38 228

The Company’s consclidated tax rate in 2010 was 26 5% The tax rate reflects foreign operations
taxed at rates lower than the U S statutory tax rate

The Company’s consolidated effective tax rate in 2009 was 3 8% The tax rate reflects reductions
relating to a decrease 1n the habihty for unrecognized tax benefits and foreign operations taxed at rates
lower than the U S statutory tax rate The decrease in the liability for unrecognized tax benefits
resulted from expiring statutes of imitations, audit settlements, and changes in estimates

The Company’s consolidated effective tax rate in 2008 was 22 9% The tax rate reflects foreign
operations taxed at rates lower than the U 8 rate It also reflects a federal benefit on deferred state
taxes, largely offset by other deferred tax adjustments
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Valuation allowances had a net increase of $4 million in 2010 and $26 millkon 1n 2008 Dunng the
respective years, adjustments of the beginning of the year balances of valuation allowances decreased
income tax expense by $1 million in 2010 and increased income tax expense by $3 mitiion in 2009
MNone of the cumulative valuation allowances relate to amounts which 1If realized would increase
contributed capital In the future Approximately 81% of the Company’s net operating loss carryforwards
expire from 2011 through 2030, and others are unimited The potential tax benefit from net operating
loss carryforwards at the end of 2010 comprised U S federal, state and local, and non-U S tax
benefits of $55 milion, $95 million and $87 million, respectively, before reduction for valuation
allowances Foreign tax credit carryforwards expire in 2018 and 2020

The reahzation of deferred tax assets I1s dependent on the generation of future taxable income during
the penods in which the tax benefits are deductible or creditable The Company and Marsh have been
profitable globally However, tax habilihes are determined and assessed on a legal entity and
junsdictional basis Certain taxing Jurisdictions allow or require combined or consolidated tax filings

In the United States, certain groups witten the Company, which file on a combined basis, and certain
entities within Marsh’s operations, which file on a separate entity basis, incurred losses for the last two
years as well as the current year The Company assessed the realizability of its domestic deferred tax
assets, particularly state deferred tax assets of Marsh relating to junisdictions in which 1t files separate
tax returns, state deferred tax assets of all of the Company’s domestic operations related to
junsdictions in which the Company files a unitary or combined state tax return, and foreign tax credit
carryforwards in the Company’s consolidated U S federal tax return When making its assessment
about the realization of its domestic deferred tax assets at December 31, 2010, the Company
considered all avallable evidence, placing particular weight on evidence that could be cbjectively
venfied The evidence considered inctuded (1) the nature, frequency, and severity of current and
cumulative financial reporting losses, (1) actions completed that are designed 1o reduce capacity and
adjust to lower demand in the current economic environment, (i) profit trends evidenced by recent
improvements in the Company’s and Marsh's operating performance, (iv) the nonrecurnng nature of
some of the items that contributed to the cumulative losses, (v) the carryforward periods for the NOLs
and foreign tax credit carryforwards, (vi) the sources and timing of future taxable income, giving weight
to sources according to the extent to which they can be objectively verified, and (vu) tax planning
strategies that would be implemented, if necessary, to acceleraie utiization of NOLs Based on its
assessment, the Company concluded that it 1s more likely than not that a substantal portion of these
deferred tax assets are realizable and a valuation allowance was recorded to reduce the domestic tax
assets to the amount that the Company believes 1s more likely than not {o be realzed In the event
sufficient taxable iIncome 1s not generated in future penods, additional valuation allowances of up to
$250 milhion could be required relating to these domestic deferred tax assets The realizahon of the
remaining U S federal deferred tax assets 1s not as sensitive to U S profits because 1t 1s supported by
anticipated repatnation of future earnings from the Company’s profitable global operations In addition,
when making its assessment about the realization of its domestic deferred tax assets at December 31,
2010, the Company continued to assess the realizability of deferred tax assets of certain other entities
with a history of recent losses, including other U S entities that file separate state tax returns and
foreign subsidianes, and recorded valuation allowances as appropriate

Following 1s a reconciliation of the Company’s total gross unrecognized tax benefits for the years
ended December 31, 2010, 2009 and 2008

{In mithons of dollars) 2010 2009 2008
Balance at January 1 $206 $293 $351
Addittons, based on tax positions related to current year 7 8 6
Additions for tax positions of prior years 10 28 22
Reductions for tax posions of prior years {6) (4) (36)
Reductions due to reclassification of tax indemnifications on sale of Kroll {3) — —
Settlements {4) 4) 47N
Lapses In statutes of limitation (11) (115) (3)
Balance at December 31 $199 $ 206 $293
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Of the total unrecognized tax benefits at December 31, 2010 and 2009, $123 milion and $128 millien,
respectively, represent the amount that, if recogmized, would favorably affect the effective tax rate in
any future periods The total gross amount of accrued interest and penalties at December 31, 2010
and 2009, before any applicable federal benefit, was $35 milhon and $32 mithon, respectively

As discussed in Note 5, the Company has provided certatn indemnities related to contingent tax
habilities as part of the disposals of Putnam and Kroll At December 31, 2010, December 31, 2009, and
December 31, 2008, $75 million, $80 million and $85 million, respectively, included in the chart above,
relates to Putnam and Kroll positions included in conschdated Company tax returns Since the
Company remains primarily liable to the taxing authorties for resolution of uncertain tax positions
related to consolidated returns, these balances will remain as part of the Company’s consoldated
hability for uncertain tax positions Any future charges or credits that are directly related to the disposal
of Putnam and Kroll and the indemnified contingent tax 1ssues, including interest accrued, will be
recorded In discontinued operations as incurred The balance of gross unrecognized tax benefits at
January 1, 2010 in the chart above includes balances related to stand alone tax filings of Kroll that
were reclassified and are included as part of the fair value hability for contingent tax indemnities
following the sale transaction

The Company 1s routinely examined by the junsdictions in which it has significant operations The
Intemal Revenue Service completed its examination of 2003 through 2005 during the fourth quarter of
2008 and 1s currently examining 2006 through 2008 New York State has examinations underway for
vanous entities covenng the years 2003 through 2008 California completed its examination of years
2003 through 2005 and years 1998 through 2005 are in vanous stages of appeal Massachusetts 1s
examining years 2006 through 2007 for various entiies The United Kingdem Is examining tax years
2008 through 2009 for various subsidianes Examinaticns are underway in Canada (2005 to 2008) and
Germany (2004 to 2008) Earlier years are closed in all of the foregoing junsdictions The Company
regularly considers the likelihood of assessments in each of the taxing junsdictions resulting from
examinations The Company has established appropriate llabilities for uncertain tax positions in
relation to the potential assessments The Company believes the resolution of tax matters will not have
a matenal effect on the consolidated financial condition of the Company, although a resolution could
have a matenal impact on the Company’s net income or cash flows and on its effective tax rate in a
particular future period It 1s reasonably possible that the total amount of unrecognized tax benefits will
decrease between zero and approximately $30 milion within the next twelve months due to settlement
of audits and expiration of statutes of imitation

8. Retirement Benefits

The Company maintains qualified and non-qualified defined benefit pension and defined contrnbution
plans for its eligible U S employees and a vanety of defined benefit and defined contribution plans for
eligible non-U S employees The Company’s policy for funding its tax-qualified defined benefit pension
plans 1s to contribute amounts at least sufficient to meet the funding requirements set forth in U S and
applicable foreign laws

Combined U8 and non-US Plans

The weighted average actuanal assumptions utihized for the U S and significantnon-U S defined
benefit plans as of the end of the year are as fcllows

Postretirement
Pension Benegfits Benefits

2010 2009 2010 2009

Weighted average assumptions

Discount rate (for expense) 6 0% 6 4% 6.3% 6 7%
Expected return on plan assets 8.2% 81% —_ —_
Rate of compensation increase (for expense) 4.2% 37% — —
Discount rate (for benefit obhgation) 5.6% 60% 5.8% 6 3%
Rate of compensation increase (for benefit obligation) 4.1% 42% —_ —_
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The Company uses actuarnies from Mercer, a subsidiary of the Company, to perform valuations of its
pension plans The long-term rate of return assumption 1s selected for each plan based on the facts
and circumstances that exist as of the measurement date, and the specific portfolio mix of each plan’s
assets The Company utlizes a mode! developed by the Mercer actuanes to assist in the setting of this
assumption The model takes into account several factors, including actual and target portfolio
allocation, investment, administrative and trading expenses incurred directly by the plan trust, historical
portfolio performance, relevant forward-looking economic analysis, and expected returns, varnances
and correlations for different asset classes These measures are used to determine probabilities using
standard statistical techniques to calculate a range of expected returns on the portfolio The Company
generally does not adjust the rate of return assumption from year to year if, at the measurement date, it
I1s within the best estimate range, defined as between the 25 and 75% percentile of the expected long-
term annual returns in accordance with the “Amencan Academy of Actuanes Pension Practice Council
Note May 2001 Selecting and Documenting Investment Return Assumptions” and consistent with
Actuanal Standards of Practice No 27 The historical five- and ten-year average asset returns of each
plan are also reviewed to determine whether they are consistent and reasonable compared with the
best estimate range The expected return on plan assets 1s determined by applying the assumed long-
term rate of return to the market-related value of plan assets This market-related value recognizes
Investment gains or losses over a five-year period from the year in which they occur Investment gains
or losses for this purpose are the difference between the expected return calculated using the market-
related value of assets and the actual return based on the market value of assets Since the market-
related value of assets recognizes gains or losses over a five-year period, the future market-related
value of the assets will be impacted as previously deferred gains or losses are recorded

The target asset allocation for the U S and U K plans 1s 58% equities and 42% fixed income The U K
plans comprise approximately 82% of non-U S plan assets As of the measurement date, the actual
allocation of assets for the U S plan was 63% to equities and 37% to fixed income, and for the U K
plans was 58% to equities and 42% to fixed income The assets of the Company’s defined benefit
plans are well-diversified and are managed in accordance with applicable laws and with the goal of
maximizing the plans’ real return within acceptable nsk parameters The Company uses threshold-
based portfolio rebalancing to ensure the actual portfolio remains consistent with target asset allocation
ranges The actual asset allocation of the U 8 and U K plans as of the measurement date were within
the target range

The U 8§ qualified plan holds eight million shares of the Company’s common stock which were
contributed to the Plan by the Company This represents approximately 6% of that plan’s assets

The discount rate selected for each U S plan 1s based on a model bond portfolio with coupons and
redemptions that closely match the expected liability cash flows frem the plan Discount rates for
non-U S plans are based on appropriate bond indices such as the Markit IBoxx £ Corporates AA 15+
index in the U K Projected compensation increases reflect current expectations as to future levels of
inflation

The components of the net penodic benefit cost for combined U S and non-U § defined benefit plans
and other postretirement plans are as follows

For the Years Ended December 31, Pension Benefits Postretirement Benefits

(in mithons of dollars) 2010 2009 2008 2010 2009 2008
Service cost $197 $188 $207 $ 4 $5 $6
Interest cost 578 551 597 14 17 17
Expected return on plan assets {815) (788) (849) - — —
Amortization of pnor service credit (21) (49) (55) (13) (13) (14)
Recognized actuaral loss 144 70 66 — 1 1

Net penodic benefit cost (credit) $ 83 $(°8) $(34) 85 $10 %10
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Plan Assets

Forthe U S plan, nvestment allocation decisions are made by a fiduciary commitiee composed of
senior executives appointed by the Company's Chief Executive Officer For the non-U S plans,
investment allocation decisions are made by local frducianes, in consultation with the Company for the
larger plans Plan assets are invested in a manner consistent with the fiduciary standards set forth in
all relevant laws relating to pensions and trusts in each country Our pnmary investment objectives are
(1) to achieve an investment return that, in combination with current and future contributions, will
provide sufficient funds to pay benefits, and (2) te minimize the risk of large losses Our investment
allocations are designed to meet these objectives by broadly diversifying plan assets among numerous
asset classes with differing expected returns, volatihties, and correlations

The major categornies of plan assets include equity secunties, equity alternative investments, and fixed
income secunhes For the U S quabhed plan, the category ranges are 53-63% for equities and equity
alternatives, and 37-47% for fixed income For the U K Plan, the category ranges are 55-61% for
equities and equity alternatives, and 39-45% for fixed income Asset allocation ranges are evaluated
generally every three years Asset allocation 1s monttored monthly, and rebalancing actions are taken
as needed

Plan investments are exposed to stock market, interest rate, and credit nsk Concentrations of these
rsks are generally imited due to diversification by investment style within each asset class,
diversification by investment manager, diversification by industry sectors and 1ssuers, and the
dispersion of nvestments across many geographic areas
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U S Plans

The following schedules provide information concerning the Company's U S defined benefit penston

plans and postretirement benefit plans

U S Pension U S Postretrement
December 31, Benefits Benefits
{in miiions of dollars) 2010 2009 2010 2009
Change in benefit obligation
Benefit obligation at beginning of year $3,629 $3411 §163 $185
Service cost 76 76 3 4
Interest cost 227 219 10 12
Actuanal {gain) loss 270 75 12 (23)
Medicare Part D subsidy — — 3 1
Benefits paid {161) (152) (11) (16)
Benefit obligation at end of year $4,041 53629 $180 $ 163
Change in plan assets
Fair value of plan assets at beginning of year $2959 $2,761 § — $ —
Actual return on plan assets 425 328 — —
Employer contnbutions 221 22 8 15
Medicare Part D subsidy — - 3 1
Benefits paid {(161) (152) {(11) (16)
Fauir value of plan assets at end of year $3,444 $2959 § — $ —
Funded status $ (597) $ (B70) $(180) ${163)
Net liability recognized $ (597) § (B70) $(180) ${163)
Amounts recognized In the consolidated balance sheets
Current habilites $ (23) 8 (220 % (11) $ (11)
Nencurrent llabilities (574) (648) (169) (152)
$ (597) § (670) $(180) 5{163)
Amounts not yet recogmzed in net penodic cost and included
in accumulated other comprehensive income
Unrecognized pnor service credit $ 55 § 73 $ 26 $ 39
Unrecognized net actuarial (loss) gan {1,327) (1,258) {4) 9
Total amounts included in accumulated other comprehensive
Income $(1,272) $(1,185) $ 22 $ 48
Cumulative employer contnbutions in excess of net penodic
cost 675 515 (202) (211)
Net amount recognized In consolidated balance sheet $ (597) § (670) $(180) $(163)
Accumulated benefit obligation at December 31 $3929 $3516 $ — $ —
U S Pension U S Postretirement
December 31, Benefits Benefits
{In milhons of doilars) 2010 2009 2010 2009
Reconciliation of unrecognized prior service credit
Amount disclosed as of prior year-end $73 $120 $39 $52
Recognized as component of net periodic benefit credrt {18) (47) (13) {13)
Amount at end of year $ 55 $ 73 $26 $ 39
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Uus

U S Pension Postretirement
December 31, Benefits Benefits
{In millions of doflars) 2010 2009 2010 2009
Reconcihiation of unrecognized net actuarial gan (loss)
Amount disclosed as of pnor year-end $(1,258) $(1,270) % 9 §(15)
Recognized as component of net periodic benefit cost 71 52 —_ 1
Changes in plan assets and benefit obligations recognized in
other comprehensive income
Liability expenence {269) (75) (13) 23
Asset expenence 129 35 —_ —
Total gain (loss) recognized as change in plan assets and
benefit obligations {140) (40) (13) 23
Amount at end of vear $(1,327) $(1258) $ (M % 9
U S Pension US Postretirement
For the Years Ended December 31, Benefits Benefits
(In milhons of doliars) 2010 2009 2008 2010 2009 2008
Total recogrized in net penodic benefit cost and
other comprehensive loss (income) $148 $ 42 $1.092 $26 $(7 ___$21

Estimated amounts that will be amortized from accumulated other comprehensive income In the next
fiscal year

US Pension U S Postretirement

Benefits Benefits
{in milhons of dollars) 2011 2011
Prior service credit $ (16) $ (13)
Net actuanal loss 102 —
Projected cost (credit} $ 86 $ (13)

The weighted average actuanal assumptions utilized in determining the above ameounts for the U S
defined benefit and other U S postretirement plans as of the end of the year are as follows

US Pension U S Postretirement
Benefits Benefits

2010 2009 2010 2009

Weighted average assumptions

Discount rate (for expense} 64% 66% 6.3% 6 6%
Expected return on plan assets 8.75% 875% — —
Rate of compensation increase (for expense) 39% 34% — -—
Discount rate (for benefit obligation) 59% 64% 6.0% 6 3%
Rate of compensation increase (for benefit obligation) 39% 39% — —

The projected benefit obligation, accumulated benefit obligation and aggregate far value of plan assets
for U S pension plans with accumulated benefit obligations in excess of plan assets were $4 0 billion,
$3 9 billon and $3 4 billion, respectively, as of December 31, 2010 and $3 6 billion, $3 5 billion and

$3 0 billion, respectively, as of December 31, 2009

The projected benefit obligation and fair value of plan assets for U S pension plans with projected
benefit obligation in excess of plan assets was $4 0 billion and $3 4 bithon, respectively, as of
December 31, 2010 and $3 6 billion and $3 0 billton, respectively, as of December 31, 2009

73




The components of the net penodic benefit cost for the U S defined benefit and other postretirement
benefit plans are as follows

US Pension US Postretirement

For the Years Ended December 31, Benefits Benefits

(in milhons of doifars) 2010 2009 2008 2010 2009 2008
Service cost $ 76 § 76 & 73 $3 $ 4 $ 4
Interest cost 227 219 21 10 12 12
Expected return on plan assets (295) (293) (289) — —_ —
Amortizatton of prior service credit (18) (47) (54) {13) {(13) (13)
Recognized actuanal loss 71 52 22 - 1 —
Net penodic benefit cost (credit) $ 61 § 7 8 (370 $— $ 4 $ 3

In December 2003, the Medicare Prescription Drug, Improvement and Modernization Act of 2003
became law The net penodic benefit cost shown above for 2010, 2009 and 2008, respectively,
includes the subsidy

The assumed health care cost trend rate for Medicare eligibles 1s approximately 8 4% in 2010,
gradually dechining to 4 5% In 2028, and the rate for non-Medicare eligibles 1s 8 2% in 2010, gradually
declining to 4 5% in 2028 Assumed health care cost trend rates have a small effect on the amounts
reported for the U S health care plans because the Company caps Its share of health care trend at
5% A one percentage point change in assumed health care cost trend rates would have the following
effects

1 Percentage 1 Percentage

{In milions of dollars) Point Increase  Point Decrease
Effect on total of service and interest cost components $ $ (1)
Effect on postretirement benefit obligation $1 (17

Estimated Future Contributions

The Company expects to fund approximately $20 million for its U S ncn-qualified plan 1n 2011 The
Company's policy for funding its tax-qualified defined benefit retirement plans 1s to contrnibute amounts
at least sufficient to meet the funding requirements set forth In U S and applicable foreign law There
currently 1s no ERISA funding requirement for the U S qualified plan for 2011

74




Non-U 8 Plans

The following schedules provide information concerning the Company’s non-U S defined benefit
pension plans and non-U S postretirement benefit plans

Non-U S Pension Non-U S
December 31, Benefits Postretirement Benefits
(in millons of dollars) 2010 2009 2010 2009
Change in benefit obligation
Benefit obligation at beginning of year $6,354 §$5,228 $70 $ 63
Service cost 121 112 1 1
Interest cost 351 332 4 5
Employee contributions 16 16 —_ —
Actuarial loss 430 679 11 {3)
Effect of settlement (17} (218) — —
Effect of curtaliment (2) — - _
Special termination benefits 1 — — —
Benefits pard (244) (246) (3) (3)
Foreign currency changes (208) 442 —_ 7
Other — 9 —_ —_
Benefit obhgation at end of year $6,802 $6,354 $ 83 $ 70
Change n plan assets
Fair value of plan assets at beginning of year $6,183 $5,033 $— $—
Actual return on plan assets 765 754 —_ —
Effect of settlement (17) (218} — —
Company contributions 237 397 3 3
Employee contributions 16 16 - —
Benefits paid (244) (246) (3) (3)
Foreign currency changes (202) 438 —_ —
Other 3 9 — —
Fair value of plan assets at end of year $6,741 $6,183 $ — $ —
Funded status $ _(61) § (171) $(83) $(70)
Net {iabiity) asset recognized § (61) 8§ (171) $(83) $(70)
Amounts recogrzed in the consolidated balance sheets
Noncurrent assets $ 265 § 94 $ — $ —
Current habilities (8) (10} (4) (3)
Noncurrent liabilities (318) (255) (79) (67}

$ (61) $ (71} $(83) $(70)

Amounts not yet recognized in net penodic cost and
in¢luded in accumulated other comprehensive iIncome

Unrecognized pnor service credit $ 23 § 24 $ 1 $ 1
Unrecognized net actuanat loss (2,305) (2,2868) {(14) 4)
Total amounts included in AQCI $(2,282) $(2,244) $(13) $ (3)
Cumulative employer contnbutions in excess of net penodic

cost 2,221 2,073 (70) (67)
Net amount recognized in consolidated balance sheet $ (61} $ (171) $(83) $(70)
Accumulated benefit obligation at December 31 $6313 $5,880 $ — $§ —
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Non-U S

Non-U S Pension Postretirement
Decemnber 31, Benefits Benefits
{In milhons of doflars) 2010 2009 2010 2009
Reconcilaticn of prior service credit
Amount disclosed as of prior year-end $24 21 $1 $1
Recognized as component of net penodic benefit credit (2) (2) — —
Changes I1n plan assets and benefit obligations recognized in
other comprehensive income
Plan amendments —_ 1 . —
Exchange rate adjustments 1 4 — —
Amount at end of year $23 $24 $1 31
Non-U S
Non-U & Pension Postretirement
December 31, Benefits Benefits
{In mithons of dollars) 2010 2008 2010 2009
Reconciliation of net actuanal loss
Amount disclosed as of prior year-end $(2,268) $(1,713) $ (@ 307
Recognized as component of net pencdic benefit cost 73 18 — —
Effect of settlement 5 1 — —
Changes (n plan assets and benefit obligations recognized in
other comprehensive iIncome
Liability expenence {430} (679) (10) 4
Asset expenence 244 259 — —
Effect of curtailment 2 — — —
Total amount recognized as change in plan assets and benefit
obligations {(184) (420) (10) 4
Exchange rate adjustments 69 (154) — (1)
Amount at end of year $(2,305) $(2,268) $(14) %4

Non-U S Pensicn

Nen-U S Postretirement

For the Years Ended December 31, Benefits Benefits
{in millions of doliars) 2010 2009 2008 2010 2009 2008
Total recognized in net pertodic benefit cost and

other comprehensive loss (Income) $66  $519 $409 $15 $3 5(9)

Estimated amounts that will be amortized from accumulated other comprehensive iIncome 1n the next

fiscal year
Non-U S Pension
Benefits
(In millions of dollars) 2011
Pnor service credit $ (3
Net actuanal loss 112
Projected cost $109
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The weighted average actuanal assumption utiized in determiming the above amounts for the non-U S
defined benefit and other non-U S postretirement plans as of the end of the year are as follows

Non-U S

Non-U S Pension Postretirement
December 31, Benefits Benefits
(In milhons of dollars) 2010 2009 2010 2009
Waeighted average assumptions
Discount rate (for expense) 58% 63% 6.2% 69%
Expected return on plan assets 7.9% 78% — —
Rate of compensation increase (for expense) 4.3% 39% — —
Discount rate (for benefit obligation) 5.4% 5 8% 55% 62%
Rate of compensation increase (for benefit obligation) 42% 43% — —

The non-U S defined benefit plans do not have any direct ownership of the Company’s common stock

The pension plan in the United Kingdom holds a limited partnership interest in the Tndent Il private
equity fund valued at $203 miliion at December 31, 2010

The projected benefit obligation, accumulated benefit obligation and fair value of plan assets for the
non-U S pension plans with accumulated benefit obligations in excess of plan assets were $1 2 billion,
$1 1 billion and $0 9 billion, respectively, as of December 31, 2010 and $0 5 billion, $0 4 billion and

$0 2 billion, respectively, as of December 31, 2009

The projected benefit obligation and fair value of plan assets for non-U 8 pensicn plans with projected
benefit obligations in excess of plan assets was $1 3 billion and $1 0 billion, respectively, as of
December 31, 2010 and $5 2 bithon and $5 0 billion, respectively, as of December 31, 2009

The components of the net penodic benefit cost for the non-U S defined benefit and other
postretirement benefit plans and the curtailment, settlement and termination expenses are as follows

Non-U S Pension

Non-U S Postretirement

For the Years Ended December 31, Benefits Benefits

(In rnithons of doflars) 2010 2009 2008 2010 2009 2008
Service cost $121 $112 $ 134 $1 $ 1 $ 2
Interest cost 351 332 386 4 5 5
Expected return on plan assets (520) (495) (560) — — —_
Amortization of prior service credit (3) (2) (1) - — (1)
Recognized actuanal loss 73 18 44 —_ — 1

Net penodic benefit cost $ 22 $(3% % 3 $ 5 $ 6 $ 7
Settlement (credit)/loss 5 1 {1} - — —_
Curtaiment (credit)/loss — — 1 — — —
Special termination benefits 1 — 3 - — —
Total cost {credit) $ 28 $ (34 % 8 $5 $ 6 $ 7

The assumed health care cost trend rate was approximately 6 8% 1in 2010, gradually declining to 4 5%
in 2019 Assumed health care cost trend rates can have a significant effect on the amounts reported
for the non-U S health care plans A one percentage point change in assumed health care cost trend

rates would have the following effects

fin mithons of dollars)

1 Percentage
Point Increase Point Decrease

1 Percentage

Effect on total of service and interest cost components
Effect on postretirement benefit obligation

$1 $(1)
$8 $(7)




Estimated Future Contnbutions

The Company expects to fund approximately $300 million to its non-U $ pension plans in 2011
Funding requirements for non-U S plans vary by country Contribution rates are determined by the
local actuanes based on local funding practices and requirements Funding amounts may be
influenced by future asset performance, the level of discount rates and other vanables impacting the
assets and/or habiities of the plan In addition, amounts funded in the future, to the extent not due
under regulatory requirements, may be affected by alternative uses of the Company’s cash flows,
including dividends, investments and share repurchases

Estimated Future Benefit Payments

The Plan's estimated future benefit payments for its pension and postretirement benefits {without
reduction for Medicare subsidy receipts) at December 31, 2010 are as follows

Postretirement

December 31 Pension Benefits Benefits

{in mihons of'dollars) Us Non-US US Non-US
2011 $ 188 § 246 $14 $3
2012 198 251 13 4
2013 208 261 14 4
2014 220 283 14 4
2015 232 291 14 4
2016-2020 1,353 1,767 75 26

Defined Benefit Plans Fair Value Disclosures

In December 2008 the FASB 1ssued guidance for Employers’ Disclosures About Pension and Other
Post Retirement Benefit Plan Assets The guidance requires fair value plan asset disclosures for an
employer’s defined benefit pension and postretirement plans similar to the guidance on Fair Value
Measurements as well as {a) how investment allocation decisions are made, (b) the major categories
of plan assets, and (c) significant concentrations of nsk within plan assets

The US and non-U S plan investments are classified into Level 1, which refers to secunties valued
using quoted prices from active markets for identical assets, Level 2, which refers to secunties not
traded on an active market but for which observable market inputs are readily avatlable, and Leve! 3,
which refers to secunties valued based on significant unobservable inputs Assets and liabilities are
classiied in their entirety based on the lowest level of input that is significant to the fair value
measurement The following 1able sets forth, by level within the faur value hierarchy, a summary of the
U S and non-U S plans investments measured at fair value on a recurring basis at December 31,
2010 and 2009

Farr Value Measurements at December 31, 2010

Quoted Prnices i~ Significant

Active Markets Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs

Assets {in milhons of dollars) (Level 1) {Level 2) (Level 3) Tota!
Company common stock $ 219 $ — $ — $ 219
Corporate stocks 1,939 1 1 1,941
Government secunties — 547 — 547
Corporate obligations —_ 1,103 8 1,111
Common/collective trusts — 4,471 —_ 4,471
Insurance group annuity contracts —_ - 20 20
Short-term investment funds 561 49 — 610
Swaps — 9 — 9
Other investments 3 8 177 188
Prnivate equity/Parinerships — 1 746 747
Real estate 3 5 293 301

Total investments 82,725 $6,194 $1,245 $10,164




Fair Value Measurements at December 31, 2009

Quoted Pnces in ~ Significant

Active Markets Cther Significant
for Identical Observable Unobservable
Assets Inputs Inputs

Assets (In mifitons of dollars) (Level 1) {Level 2) {Level 3) Total
Company common stock $ 176 $ — $ — $ 176
Corporate stocks 1,611 176 11 1,798
Government secunties 25 400 3 428
Corporate obligations 17 950 5 g72
Common/collective trusts 8 4,165 — 4173
Insurance group annuity contracts —_ — 17 17
Short-term investment funds 299 3 — 302
Swaps — 10 — 10
Other investments 125 34 180 339
Private equity/Parinerships — —_ 637 637
Real estate 3 4 269 276

Total investments $2,264 $5,742 $1,122 $9,128

There were no transfers between Level 1 and Level 2 assets during 2010

The table below sets forth a summary of changes in the fair value of the plans’ Level 3 assets for the
year ended December 31, 2010

Transfers Fair

Fatr Value, Unrealzed Realized Exchange mn/{out) Value,
Beginning Gain/ Gain/ Rate and End of
Assets (in mithons) of Penod Purchases Sales (Loss) (Loss) Impact Other Penod
Corporate stocks 5 11 $ 1 § (4 53 $1 $— $(5) $
Govermnment secunties 3 — (3) —_ —_— — —
Corporate obligations 5 2 2) 3 (1} — 1
Insurance group annuity
contracts 17 141 {140) 2 - —_ —_
Other iInvestments 180 19 (16) 3 1 (14) 4
Private equity/Parnerships 637 138 (54) 15 22 {12} -—
Real estate 269 — — 34 — {10} —
Total assets $1,122 $301  $(219) %54 $23 $(36) $— $1,245

Following 1s a description of the valuation methodclogies used for assets measured at fair value
Company common stock Valued at the closing price reported on the New York Stock Exchange

Common stocks, preferred stocks, convertible equity secunties and nghts/warrants (included in
Corporate stocks) Valued at the closing price reported on the pnmary exchange

Corporate bonds (included in corporate obligations) The fair value of corporate bonds i1s estmated
using recently executed transactions, market price quotations (where observable) and bond spreads
The spread data used are for the same matunty as the bond |f the spread data does not reference the
Issuer, then data that reference a comparable 1ssuer are used When observable price quotations are
not avallable, farr value 1s determined based on cash flow models

Commercial paper (included in corporate obligations) The fair value of commercial paper 1s estimated
using observable market data such as matunty date, 1ssue date, credit rating, current commercial
paper rates and settlement date

Commercial mortgage-backed and asset-backed secunties (included in corporate obhigations) Fair
value 1s determined using discounted cash flow models Observable inputs are based on trade and
quote activity of bonds with similar features including 1ssuer vintage, purpose of underlying loan (first or
second lien), prepayment speeds and credit ratings The discount rate 1s the combination of the
approprate rate from the benchmark yield curve and the discount margin based on quoted prices

Common callective trusts  Vatued at the quoted market pnces of the underlying investments at year end
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U S government bonds (included in government secunties) The fair value of U S government bonds
IS estimated by pricing models that utihze observable market data including quotes, spreads and data
points for yield curves

U S agency secunties {included in government securities) U S agency securities are comprised of

two main categories consisting of agency 1ssued debt and mortgage pass-throughs Agency i1ssued :
debt securnities are valued by benchmarking market-denved prices to quoted market prices and trade

data for identical or comparable secunities Mortgage pass-throughs include certain “To-be-announced” .
(TBA) securnihes and mortgage pass-through pools TBA secunties are generally valued using quoted |
market prices or are benchmarked thereto Fair value of mortgage pass-through pools are mode!

driven with respect to spreads of the comparable TBA secunty

Private equity/Parinerships The fair value of investments in partnership interests i1s valued by the
general partner The valuations are based on vanous factors depending on the investment type,
including the cost of the securities, financial data and projections, option valuation models, operating
and regulatory 1ssues and other such factors as the General Partner may deem relevant Investments
are valued in the accompanytng financial statements based on the Plan’s beneficial interest in the \
underlying net assets of the partnership as determined by the partnership agreement

Insurance group annuity contracts The fair values for these investments are based on the current
market value of the aggregate accumulated contributions plus interest earned

Swap assets and liabilities Farr values for interest rate swaps, equity index swaps and inflation swaps
are estimated using a discounted cash flow pricing model These models use observable market data
such as contractual fixed rate, broker quotes, spot equity price or index value and dividend data The
fair values of credit default swaps are estmated using an income approach model which determines
expected cash flows based on default probabilities from the 1ssuer specific credit spread curve and
credit loss recovery rates, both of which are dependent on market quotes

Real estate investment trusts Valued at the closing price reported on an exchange

Short-term investment funds Primanly high-grade money market instruments valued at net asset
value at year-end

Real estate Valued by investment managers generally using proprietary pricing models
Registered investment companies Valued at the closing pnce reported on the pnmary exchange
Defined Contribution Plans

The Company maintains certain defined contribution plans for its employees, including the Marsh &
McLennan Companies, Inc 401(k) Savings & Investment Plan (“401(k)"), that are qualified under U S
tax laws Under these plans, eligible employees may contribute a percentage of their base salary,
subject to certain imitations For the 401(k), the Company matches a fixed portion of the employees’
contributions and may also make additional discreticnary contributions The 401(k) contains an
Employee Stock Ownership Plan under U S tax law Approximately $334 million of the 401(k)’s assets
at December 31, 2010 and $289 million at December 31, 2009 were invested in the Company’s
commaon stock If a participant does not choose an investment direction for his or her future Company
matching contributions, they are automatically invested in a BlackRock Lifepath Portfolio that most
closely matches the participant’s expected retrement year The cost of these defined contnbution
plans related to continuing operations was $48 million, $52 milkon and $53 mullion for 2010, 2009 and
2008, respectively

9. Stock Benefit Plans

The Company maintains multiple share-based payment arrangements under which employees are
awarded grants of restncted stock units, stock options and other forms of stock-based payment
arrangements Effective July 1, 2005, the Company adopted the revised guidelines for accounting for
stock compensation using the modified-prospective transition method Under this transition method,
compensation cost includes compensation cost for all share-based payment arrangements granted
pnior to but not yet vested as of July 1, 2005, based on the grant date fair value and expense attribution
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methodology determined in accordance with the prior accounting guidance, and compensation cost for
all share-based payment arrangements granted subsequent to June 30, 2005, based on the grant-date
fairr value and expense attributton methodology determined in accordance with the revised guidance

Marsh & McLennan Compan:es, Inc. Incentive and Stock Award Plans

In 2000, the Marsh & MclLennan Compantes, Inc 2000 Employee Incentive and Stock Award Plan (the
“2000 Employee Plan”) and the Marsh & McLennan Companies, Inc 2000 Senior Executive Incentive
and Stock Award Ptan (the "2000 Executive Plan™) were adopted The types of awards permitted under
these plans include stock options, restricted stock, stock bonus units, restricted and deferred stock
units payable iIn Company common stock or cash, and other stock-based and performance-based
awards The Compensation Committee of the Board of Directors (the “Compensation Committee™)
determines, at its discretion, which affiiates may participate in the plans, which eligible employees will
receive awards, the types of awards to be recetved, and the terms and conditions thereof The nght of
an employee to receive an award may be subject to performance conditions as specified by the
Compensation Committee The 2000 Plans contain 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
80,000,000 shares of common stock may be made over the life of the 2000 Employee Pian plus shares
remaining unused under pre-existing employee stock plans Awards relating to not more than
8,000,000 shares of common stock may be made over the life of the 2000 Executive Plan plus shares
remaning unused under pre-existing executive stock plans

Stock Options Options granted under the 2000 Plans may be designated as either incentive stock
options or ncn-guatified stock options The Compensation Committee determines 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 Options are generally
granted with an exercise pnce equal to the market value of the Company common stock on the date of
grant These option awards generally vest 25% per annum and have a contractual term of 10 years

On March 18, 2005, the Company began granting options that provide for a market-based triggering
event before a vested option can be exercised The terms and conditions of these stock option awards
provide that (1) options will vest at a rate of 25% a year beginning one year from the date of grant and
(n) each vested tranche will only become exercisable If the market price of the Company stock
appreciates to a level of 15% above the exercise prnce of the option and maintains that level for at least
ten (10} consecutive trading days after the award has vested The Company accounts for these awards
as market-condition options The effect of the market condition 1s reflected in the grant-date fair value
of such awards Compensation cost 1s recognized over the requistte service period and 1s not
subsequently adjusted if the market condrtion 1s not met For awards without a market-based triggering
event, compensation cost 18 generally recognized on a straight-line basis over the requisite service
peniod which 1s normally the vesting pernod

The estimated farr value of options granted without a market-based triggening event is calculated using
the Black-Scholes option pricing valuation medel This model takes into account several factors and
assumptions The nsk-free interest rate 1s based on the yield on U S Treasury zero-coupon issues with
a remaining term equal to the expected life assumption at the time of grant The expected life
(estimated period of time outstanding) 1s estimated using the contractual term of the option and the
effects of employees’ expected exercise and post-vesting employment termination behavior The
Company uses a blended volatility rate based on the following (1) volatility derived from daily closing
price observations for the 10-year period ended on the valuation date, (1) impled volatility derived from
traded options for the penod one week before the valuation date and (1) average volatiity for the
10-year penods ended on 15 anniversanes prior to the valuation date, using daily closing price
observations The expected dividend yield i1s based on expected dividends for the expected term of the
stock options
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The assumptions used in the Black-Scholes option pncing valuation model for options granted by the
Company in 2010, 2009 and 2008 are as follows

2010 2009 2008
Risk-free interest rate 315%-3.20% 2 16%-268% 2 98%-3 33%
Expected life {In years) 6.75 675 60
Expected volatility 26.3%-27.6% 33 5%-36 4% 29 7%-32 2%
Expected dividend yield 326%-352% 415%-420% 2 93%-307%

The estimated fair value of options granted with a market-based tnggering event 1s calculated using a
binomial valuation model The factors and assumptions used in this mode! are similar to those utilized
in the Black-Scholes option pricing valuation model except that the risk-free interest rate 1s based on
the U S Treasury zero-coupon yield curve over the contractual term of the option, and the expected
Ife 1s calculated by the model In 2010, there were no options granted with a market-based triggering
event

The assumptions used in the binomial option pricing valuation model for options granted during 2009
and 2008 are as follows

2009 2008
Risk-free interest rate 042%-240% 199%-441%
Expected life (in years) 5677 5075
Expected volatility 356% 29 7%-33 1%
Expected dividend yteld 362% 23%-31%

A summary of the status of the Company's stock option awards as of December 31, 2010 and changes
during the year then ended i1s presented below

Weighted

Average
Weighted Remaining Aggregate
Average Exercise Contractual Intrinsic Value
Shares rice Term ($000)
Balance at January 1, 2010 46,364,115 $32.14
Granted 6,108,549 $22.71
Exercised 75,336 $20.35
Canceled or exchanged — -
Forfeited 543,613 $22.70
Expired 8,467,579 $40.50
Balance at December 31, 2010 43,386,136 $29.33 4.8 years 62,529
Options vested or expected to vest at
December 31, 2010 42,145,148 $29.55 4.7 years 55,690
Options exercisable at December 31,
2010 15,717,052 $33.07 2.3 years 8,692

In the above table, forfeited optons are unvested options whose requisite service penod has not been
met Expired options are vested options that were not exercised

The weighted-average grant-date fair value of the Company's option awards granted durning the years
ended December 31, 2010, 2009 and 2008 was $4 85, $4 63, and $6 63, respectively The total
intinsic value of options exercised during the same penocds was § 5 milion, $0 million and $3 mdlion,
respectively

As of December 31, 2010, there was $23 4 million of unrecognized compensation cost related to the
Company's option awards The weighted-average penod over which that cost 1s expected to be
recognized 1s 1 7 years Cash received from the exercise of stock options for the years ended
December 31, 2010, 2009 and 2008 was $1 5 milion, $0 million and $21 million, respectively

The Company's policy 1s to issue treasury shares upon option exercises or share unit conversion The
Company intends to 1ssue treasury shares as long as an adequate number of those shares are
available
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Restricted Stock Units  Restncted stock units may be awarded under the Company's Incentive and
Stock Award plans The Compensation Committee determines the restnctions on such units, when the
restnctions lapse, when the uniis vest and are paid, and upon what terms the units are forfeited The
cost of these awards 15 amortized over the vesting penod, which 1s generally three years Beginning
with awards granted in 2006, awards to senior executives and other employees may include three-year
performance-based restricted stock units and three-year service-based restricted stock units The
payout of performance-based restrcted stock units (payable in shares of the Company common stock)
may range from 0-200% of the number of units granted, based on the achievement of objective,
pre-determined company or operating campany performance measures over a three-year performance
period The Company accounts for these awards as performance condition restncted stock units The
performance condiion s not considered in the determination of grant date fair value of such awards
Compensation cost is recognized over the performance penod based on management's estimate of
the number of units expected to vest and i1s adjusted to reflect the actual number of shares paid out at
the end of the three-year performance period Dividend equivalents are generally patd on both
performance-based and service-based restricted stock units prior to payout, based on the inittal grant
amount Beginning with awards granted on or after February 23, 2009, dividend equivalents are not
paid out unless the award vests

A summary of the status of the Company’s restricted stock unit awards as of December 31, 2010 and
changes during the penod then ended 1s presented below

Weighted Average

rant Date

Shares Fair Value
Non-vested balance at January 1, 2010 13,674,513 $22.65
Granted 6,734,010 $22.72
Vested 4,164,208 $22.25
Forfeited 2,224,011 $26 12
Non-vested balance at December 31, 2010 14,020,304 $22 26

The weighted-average grant-date fair value of the Company’s restricted stock units granted during the
years ended December 31, 2009 and 2008 was $19 03 and $26 16, respectively The total fair value of
the Company’s restricted stock units distributed during the years ended December 31, 2010, 2009 and
2008 was $91 7 milhon, $35 1 mulien and $22 4 million, respectively

Deferred Stock Units Deferred stock units may be awarded under the Company's incentive and stock
award plans The Compensation Committee determines the restrictions on such units, when the
restrictions lapse, when the units vest and are paid, and upon what terms the unils are forfeited The
cost of these awards 1s amortized over the vesting penod, which 1s generally three years These units
are typically off-cycle awards granted to new hires or as retention awards for employees, units in this
category may alsc be granted as the equity portion of mandatory deferred bonus awards

A summary of the status of the Company’s deferred stock unit awards as of December 31, 2010 and
changes during the period then ended 1s presented below

Weighted Average

Grant Date

Shares Fair Value
Non-vested balance at January 1, 2010 7,451,800 $26.63
Granted 857,999 $23.56
Vested 3,360,441 $28.47
Forfeited 220,561 $24.95
Non-vested balance at December 31, 2010 4,728,797 $24.84

The weighted-average grant-date fair value of the Company’s deferred stock units granted during the
years ended December 31, 2008 and 2008 was $21 25 and $26 56, respectively The total fair value of
the Company’s deferred stock units distnbuted durning the years ended December 31, 2010, 2009 and
2008 was $79 0 million, $52 8 mithon and $71 6 millton, respectively
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Restrcted Stock Restricted shares of the Company's common stock may be awarded under the
Company's incentive and stock award plans and are subject to restrictions on transferability and other
restrictions, If any, as the Compensation Committee may impose The Compensation Committee may
also determine when and under what circumstances the restrictions may lapse and whether the
participant receives the nghts of a stockholder, including, without imitation, the nght to vote and
receive dividends Unless the Compensation Commitiee determines otherwise, restricted stock that 1s
still subject to restnctions 1s forfetted upon termination of employment Shares granted generally
become unrestricted at the earlier of (1) January 1 of the year following the vesting grant date
anniversary or (2} the later of the recipient’s normal or actual retirement date For shares granted prior
to 2004, the vesting grant date anniversary I1s ten years For shares granted dunng 2004 and 2005, the
vesting grant date anniversary 1s 7 years and 5 years, respectively However, certain restricted shares
granted in 2005 vested on the third anniversary of the grant date There have been no restricted
shares granted since 2005

A summary of the status of the Company’s restncted stock awards as of December 31, 2010 and
changes dunng the penod then ended 1s presented below !

Weighted Average

Grant Date

Shares Fair Value
Non-vested balance at January 1, 2010 73,900 $41.41
Granted — —_
Vested _ —_
Forfeited —_ —_
Non-vested balance at December 31, 2010 73,900 $41.41

The Company has not granted restrnicted stock awards dunng any year after 2005 The total fair value
of the Company’s restncted stock distributed durning the years ended December 31, 2010, 2009 and
2008 was $0 milhon, $0 million and $5 1 million, respectively

As of December 31, 2010, there was $206 million of unrecognized compensation cost related tc the
Company’s restncted stock, restncted stock units and deferred stock unit awards

Marsh & McLennan Companies, Inc. Stock Purchase Plans

In May 1999, the Company's stockholders approved an employee stock purchase plan (the "1999

Plan”) to replace the 1994 Employee Stock Purchase Plan (the “1994 Plan”), which terminated on

September 30, 1999 following s fifth annua! offenng Under the current terms of the plan, shares are

purchased four times dunng the plan year at a price that 1s 95% of the average market price on each

quarterly purchase date Under the 1999 Plan, after including the available remaining unused shares In

the 1994 Plan and reducing the shares available by 10,000,000 consistent with the Company’s Board

of Directors’ action in March 2007, no mere than 35,600,000 shares of the Company’s common stock

may be sold Empioyees purchased 1,211,955 shares during the year ended December 31, 2010 and

at December 31, 2010, 6,036,074 shares were available for issuance under the 1999 Plan Under the

1995 Company Stock Purchase Plan for International Employees (the “International Plan™), after

reflecting the additional 5,000,000 shares of common stock for 1Issuance approved by the Company’'s

Board of Directors in July 2002, and the addition of 4,000,000 shares due to a shareholder action in

May 2007, no more than 12,000,000 shares of the Company’s common stock may be sold Employees

purchased 180,638 shares during the year ended December 31, 2010 and at December 31, 2010, '
3,330,696 shares were available for Issuance under the International Plan The plans are considered
nonh-compensatory

10. Fair Value Measurements

Faur Value Hierarchy

The Company has categonzed its corporate and fiduciary assets and habilities that are valued at fair
value on a recurring basis into a three-level farr value hierarchy The far value measurements of the
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plan assets for the Company’s defined benefit pension plans are disclosed separately in Note 8 The
fair value hierarchy gives the highest prnicnty to quoted prices 1n active markets for identical assets and
habilities (Level 1) and lowest prionty to unobservable inputs (Level 3) In some cases, the inputs used
to measure farr value might fall into different levels of the fair value hierarchy In such cases, for
disclosure purposes, the level in the fair value hierarchy within which the fair value measurement in iis
entirety falls 1s determined based on the towest level input that 1s significant to the fair value
measurement in its entirety

Financial assets recorded in the consolidated balance sheets are categonzed based on the inputs In
the vajuation techniques as follows

Level 1 Valuations based on unadjusted quoted prices for identical assets or habiliies in an active
market (examples include active exchange-traded equity secunties, listed denvatives, most
U S Government and agency secunties, and certain cther sovereign government obligations)

Assets and habilihes utihzing Leve! 1 inputs include exchange traded equity secunties and mutual
funds

Level 2 Financial assets and habilities whose values are hased on the following
a) Quoted prices for similar assets or habilities in active markets (for example, restricted stock),

b) Quoted prices for identical or similar assets or lkabilities in non-active markets (examples
include corperate and municipal bonds, which trade infrequently),

¢} Pricing models whose inputs are observable for substantially the full term of the asset or hability
(examples include most over-the-counter dervatives, including interest rate and currency
swaps), and

d) Pricing models whose inputs are derived principally from or corroborated by observable market
data through correlation or other means for substantially the full asset or hiability (for example,
certain mortgage loans)

Assets and habihities utilizing Level 2 inputs include corpeorate and municipal bonds

Level 3 Financial assets and habiities, whose values are based on prices, or valuation techniques that
require inputs that are both unobservable and significant to the overall fair value measurement These
Inputs reflect management's own assumptions about the assumptions a market participant would use
in pricing the asset or liability (examples include private equity investments and certain commercial
mortgage whole loans)

Liabilities utihizing Level 3 inputs represent contingent consideration on acquisitions

Valuation Techmgues

Equity Secunties & Mutual Funds

Investments for which market quotations are readily available are valued at the sale price on their
principal exchange, cr official closing bid price for certain markets If no sales are reported, the secunty
Is valued at its last reported bid price

Other Sovereign Government Obligations, Municipal Bonds and Corporate Bonds

These investments are valued on the basis of valuations furnished by an independent pricing service
approved by the Trustees or dealers selected by Putnam investment Management LLC (“Putnam
Management”), the fund's manager, a wholly owned subsidiary of Putnam LLC Such services or
dealers determine valuations for normal institutional-size trading units of such secunties using methods
based on market transactions for comparable secunties and varnous relationships, generally
recognized by institutional traders, between secunties

Contingent Consideration Liability

Purchase consideration for many acquisitions made by the Company includes contingent constderation
arrangements Contingent consideration arrangements are pnmarily based on meeting EBITDA and
revenue targets over two to four years The fair value of contingent consideration i1s recorded at the
present value of future cash flows based on the earnings projections of the acquired entities
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The following fair value hierarchy table presents information about the Company’s assets and liabilities
measured at fair value on a recurring basis as of December 31, 2010 and 2009

Identical Observable  Unobservable
Assets Inputs inputs
{In mithions of dollars) {Level 1) {Level 2) (Level 3) Total
2010 2009 2010 2009 2010 2009 2010 2009
Assets:
Financial instruments owned
Exchange traded equity securihies @ $ 1510 $— 8% — 8— %— & 1 510
Mutual funds (@ 137 141 —_ — - — 137 141
Medium term bond funds and fixed income
securities @ _ — — <] —_ — —_— 6
Money market funds ® 8 448 — — - — 8 448
Total assets measured at farr value $146 $599 $ — § 6 $ — $— $146 $605

Fiduciary Assets:
State and local obligations {including

non-U S locales) $ — $— $68 5161 $ — $— $ 68 3161
Other sovereign government cbligations and

supranational agencies — — 185 370 — — 185 370
Corporate and other debt —_ — 30 46 — — 30 46
Money market funds 152 235 — — — —_ 182 235
Totail fiduciary assets measured at fair value  $152 $235 $283 $577 & — $— $435 $812
Contingent consideration hability $ — $— 8 — % — $106 $31 $106 §$ 31

(a) Included in other assets in the consolidated balance sheets
(b) tncluded in cash and cash equivalents in the consolidated balance sheets

There were no transfers between Level 1 and Level 2 assets durning 2010

The table below sets forth a summary of the changes in farr value of the Company's Level 3 habilities
for the year ended December 31, 2010 that represents contingent consideration related to acquisiicens

Far Value,
Beginning of Realized Far Value,
Pernod Purchases (Gain)/Loss End of Pernod
Contingent consideration $31 $81 $(6) $106

The fair value of the contingent hability 1s based on earnings projections of the acquired entities that
are reassessed on a quarterly basis

11. Long-term Commitments

The Company leases office faciities, equipment and automcbiles under noncancelable operating
leases These leases expire on varying dates, in some instances contain renewal and expansion
options, do not restrict the payment of dividends or the incurrence of debt or additional lease
obligations, and contain no significant purchase options In addition to the base rental costs,
occupancy lease agreements generally provide for rent escalations resulting from increased
assessments for real estate taxes and other charges Approximately 97% of the Company's lease
obhigations are for the use of office space

The consolidated statements of income include net rental costs of $421 million, $397 million and $427
milkion for 2010, 2009 and 2008, respectively, after deducting rentals from subleases ($8 militon in
2010, $5 million in 2009 and $8 millicn In 2008) The net rental costs disclosed above exclude rental
costs and sublease income for previously accrued restructunng charges related to vacated space
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At December 31, 2010, the aggregate future minimum rental commitments under all noncancelable
operating lease agreements are as follows

Gross Rentals Net
For the Years Ending December 31, Rental from Rental
{(In milhrons of dollars) Commitments Subleases Commitments
201 $ 423 $ 55 $ 368
2012 $ 386 3 54 $ 332
2013 $ 338 $ 52 $ 286
2014 $ 288 $ 49 $ 239
2015 $ 249 $ 43 $ 2086
Subsequent years $1,371 $208 $1,165

The Company has entered into agreements with vanous service companies to outsoudrce certain
information systems activities and responsibilities and processing actvities Under these agreements,
the Company 1s 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 inflaton At December 31, 2010, the aggregate fixed future mimmum commitments under these
agreements are as follows

For the Years Ending December 31, M}I:#Itr%em
{In millions of dollars) Commitments
2011 $127
2012 88
2013 46
Subsequent years 172
$433

12 Debt
The Company’s outstanding debt 1s as follows
December 31,
{In millions of dollars) 2010 2009
Short-term:
Current portion of long-term debt $ 8 $ 558
Long-term:
Senior notes — 6 25% due 2012 (5 1% effective interest rate) 253 255
Senior notes — 4 850% due 2013 250 249
Senior notes — 5 875% due 2033 296 296
Senior notes — 5 375% due 2014 648 648
Senior notes — 5 15% due 2010 —_ 549
Sentor notes — 5 75% due 2015 747 747
Senior notes — 9 25% due 2019 398 398
Mortgage — 5 70% due 2035 439 447
Cther 3 3

3,034 3,592
Less current partion 8 558

$3,026 $3.034

During the third quarter of 2010, the Company repaid sts 5 15% ten-year fixed rate $550 million senior
notes that matured

During the second quarter of 2009, the Company’s 7 125% ten-year fixed rate $400 milion senuor
notes matured The Company used cash on hand as well as proceeds from the issuance of 9 25%
ten-year $400 million senior notes in the first quarter of 2009 to manage kquidity, ncluding the funding
of the matuning notes There were no commercial paper borrowings outstanding at December 31, 2010
or 2009
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On October 23, 2009, the Company and certain of its foreign subsidianes entered into a new $1 0
bilion multi-currency three-year unsecured revolving credit facility, which replaced the $1 2 billion
facility discussed below The interest rate on this faciity vanes based upon the Company's credit
ratings and the Company’s credit default swap levels subject to floors and caps The facility requires
the Company to maintain certaun coverage and leverage ratios which are tested quarterly There were
no barrowings outstanding under this facility at December 31, 2010

The Company and certain of its foreign subsidianes previously maintained a $1 2 billlon multi-currency
five-year revolving credit facility The faciity was previously due to expire in December 2010 and was
in effect until October 2009 There were no borrowings outstanding under this facility at the time it was
terminated

Additional credit faciities, guarantees and letters of credit are maintained with varnious banks, primarily
related to operations located outside the United States, aggregating $272 million at December 31,
2010 and $250 million at December 31, 2009 There were no outstanding borrowings under these
facihhies at December 31, 2010 or December 31, 2008

The senior notes are publically registered by the Company with no guarantees attached

Scheduled repayments of long-term debt in 2011 and in the four succeeding years are $8 million, $260
million, $25% million, $660 milion and $760 million, respectively

13. Financial Instruments

The estimated fair value of the Company's significant financial instruments 1s provided below Certain
estimates and judgments were required to develop the fair value amounts The fair value amounts
shown below are not necessarily indicative of the amounts that the Company would realize upon
disposition, nor do they indicate the Company’s intent or need to dispose of the financia! instrument

December 31, December 31,
2010 2009

Carrying  Fair Carrying Fair
(In mitlions of dolfars) Amount Value Amount  Value
Cash and cash equivalents $1,894 $1,894 $1,707 $1,707
Long-term investments $ 68 $ 64 $ 109 % 102
Short-term debt $ 8 $ 8 $ 558 $ 572
Long-term debt $3,026 $3,234 $3,034 $3,174

Cash and Cash Equivalents The estimated fair value of the Company's cash and cash equivalents
approximates ther carrying value

Long-term Investments Long-term investments include available for sale secunties recorded at
quoted market prices, certain investments carried at cost and unrealized gains related to available for
sale investments in fiduciary funds as discussed below

The Company has certain long-term investments, for which there are no readily avallabte market
pnices, amounting to $39 million and $53 million at December 31, 2010 and 2009, respectively, which
are carried on a cost basis These investments are included in Other assets n the consolidated
balance sheets The Company monitors these investments for impament and makes appropnate
reductions In carrying values when necessary

The Company had available for sale securties with an aggregate fair value of $23 million and $38 milion
at December 31, 2010 and 2008, respectively, which are carnied at market value in accordance with ASC
Topic No 320 The Company had gross unrealized gains (pre-tax) on these secunties of $8 milkon and
$15 milon included in accumulated other comprehensive iIncome at December 31, 2010 and 2009,
respectively The Company recorded the following net unrealized gains related to its available for sale
secunties for the three and twelve month penods ended December 31, 2010 and 2009

(in mititons of dollars) Twelve Months Ended December 31,
2010 2009 2008

Unrealized gains (pre-tax} $ 2 $5 $—

Unrealized losses (pre-tax) $— $1 $ 8
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These amounis have been excluded from earnings and reported, net of deferred ncome taxes, in
accumulated other comprehensive income (loss), which 1s a component of stockholders’ equity

The Company has a portion of insurance fiduciary funds described in Note 3 that are invested in high
quality debt secunties and classified as available for sale Gross unrealized gains (pre-tax} on these
securities that are included in other assets and accumulated other comprehensive income n the
congolidated balance sheets were $7 millon and $17 milhon at December 31, 2010 and 2009,
respectively For the twelve months ended December 31, 2010, 2009 and 2008, the Company
recorded gross unrealized gain/(losses) (pre-tax) of $(10) million, ${7) milion and $24 million,
respectively, related to these investments These amounts have been excluded from earmings and
reported, net of deferred income taxes, in accumulated other comprehensive income (loss), which1s a
component of stockholders’ equity

Proceeds from the sale of available for sale investments were as follows

Twelve Months Ended
{In mithons of dolars) December 31,

2010 2009 2008
Proceeds from the sale of available for sale secunties $15 $12  §19

The cost of securities sold 1s determined using the average cost method

The Company also holds investments In certain private equity fund partnerships which are accounted
for using the equity method and other investments that are held at cost The Company recorded the
following gains {losses) related to these investments

Twelve Months Ended

(In millions of doffars) December 31,
2010 2009 2008
Equity method gatns (losses) $32 $(6) $ (9)
Gains on cost method investments 3 6 6
Gamns (losses) from equity and cost method investments 35 — (3)
Realized gains on available for sale secunties 8 2 (3)
Other-than-temporary impairment — (4) (6)
Investment income {loss) $43  $(2) $(12)

Short-term and Long-term Debt The fair value of the Company’s shori-term debt, which consists
primanly of debt maturing within the next year, approximates its carrying value The estimated fair
value of the Company’s long-term debt 1s based on discounted future cash flows using current interest
rates availlable for debt with similar terms and remaining matunties

14 Integration and Restructuring Costs
Actions Intiated 1h 2010

In 2010, the Company implemented restructuning actions which resulted in costs totaling $114 million,
primarily related to severance and benefits, and costs for future rent and other real estate costs
Approximately $63 million of these costs related to cost reduction activiles for acquisitions made in
2010 These costs were incurred as follows Risk and Insurance Services—$81 million, compnsing
Marsn—5%$65 mithon (acquisiion related—3%46 rmithon) and Guy Carpenter—3$16 mithon (acquisition
related—3$6 million), Mercer—$25 milhon (acquisition related—$11 milion) and Corporate—$8 million
These activities resulted in the elimination of approximately 450 positiens at Marsh, 80 positions at Guy
Carpenter, 240 positions at Mercer and 70 positions at Corporate The annualized cost savings from
these actions are expected to be approximately $100 midlion

Actions inttiated Pror to 2010

Pror to 2010, the Company implemented several restructuring and cost-saving intiatives related to
firm-wide infrastructure, organization structure and operating company business processes These
initiatives resulted in staff reductions and consolidations of facilites The Company incurred
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restructuring costs of $27 million for the twelve months ended December 31, 2010 in connection with
actions imtiated in prior years, pnmarnly due to severance and related benefits and adjustments to the
estimated future rent and real estate costs related to previcusly vacated space

Details of the activity from January 1, 2009 through December 31, 2010 regarding restructuring
activities are as follows

Liabiity at  Amounts Cash  Liabiity at  Amounts Cash  Liability at
{in milhons of dollars) 1/1/03  Accrued Paid 12/31/09  Accrued Paid 12/31110

Severance $ 85 $183 $(191) $ 77 $ 79 $(116) $ 40
Future rent under

non-cancellable leases

and other costs 137 60 (15) 182 62 (73) 171

Total $222 §243 $(206) $259 $141 $(189) $211

At January 1, 2008, the hability balance related to restructunng activity was $112 milion In 2008, the
Company accrued $327 million and had cash payments of $217 million related to restructuring
achiviies that resulied in the habiity balance at January 1, 2009 as reported in the above schedule

The expenses assoclated with the restructuring plans are included in compensation and benefits and
other operating expenses in the consolidated statements of income, and iabihties associated with
these initiatives are classified on the consohdated balance sheets as accounts payable, other liabilities,
or accrued salaries, depending on the nature of the items

15. Common Stock

In December 2010Q, the Company repurchased 3,365,889 shares of its common stock for a total
consideration of $85 5 million and an average price per share to the Company of $25 4028 The
repurchased shares were reflected as an increase in treasury shares (a decrease in shares
outstanding) This share repurchase was effected under a $500 million share repurchase authonzation
granted by the Company's Board of Directors in September 2010 The Company remains authonzed to
repurchase additional shares of its common stock up to a value of $414 5 mition There (s no tme imit
on this authonzation The Company did not purchase any treasury shares in 2009

16. Claims, Lawsuits and Other Contingencies
Errors and Omissions Claims

The Company and 1ts subsidianes, particularly Marsh and Mercer, are subject to a significant number
of claims, lawsuits and proceedings in the ordinary course of business Such clams and lawsuits
consist principally of alleged errors and omissions 1n connection with the performance of professional
services, Including the placement of insurance and the provision of actuanal services for corporate and
public clients Certain of these claims seek damages, including punittve and treble damages, in
amounts that could, if awarded, be significant In establishing llabilities for errors and omissions claims
in accordance with FASB ASC Subtopie No  450-20 (Contingencies—Loss Contingencies), the
Company utilizes case level reviews by inside and outside counsel and an internal actuanal analysis to
estimate potential losses A hability 1s established when a loss s both probable and reasonably
estmable The labilty is reviewed quanterly and adjusted as developments warrant In many cases,
the Company has not recorded a hability, other than for legal fees to defend the claim, because we are
unable, at the present time, to make a determination that a loss 1s both probable and reasonably
estimable

To the extent that expected losses exceed our deductible in any policy year, the Company also records
an asset for the amount that we expect to recover under any available third-panty insurance programs
The Company has varying levels of third-party insurance coverage, with policy limits and coverage
terms varying significantly by pohicy year The Company is not aware of coverage defenses or other
obstacles 10 coverage that would imit recovenes through policy year 2001-2002 1n a matenial amount
Beginning in 2002, the avatabilty of third-party insurance has declined
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Governmental Iinquiries and Related Claims

In January 2005, the Company and s subsidiary Marsh Inc entered into a setflement agreement with
the New York State Attorney General (“NYAG”) and the New York State Insurance Department to
settle a civil complaint and related citation regarding Marsh's use of market service agreements with
vanous insurance companies The parties subsequently entered into an amended and restated
settlement agreement in February 2010 that helps restore a level playing field for Marsh

In December 2009, the U S Distnct Court for the Southern District of New York approved a settiement
of the purported securities class action lawsuit against the Company, Marsh and certain of therr former
officers based on similar allegations to those made in the NYAG complaint Without admitting hability or
wrongdoing of any kind, the Company agreed to pay $425 million, $205 million of which was covered
by insurance The settlement resclved all of the claims in this lawsuit against the Company, Marsh and
the named individuals

Numerous cther pnvate party lawsuits based on similar allegations to those made tin the NYAG
complaint were commenced against the Company, one or more of its subsidianes, and their current
and tormer directors and officers Most of these matters have been resclved Eight actions instituted by
individual policyholders against the Company, Marsh and certain Marsh subsidianes remain pending in
tederal and state courts

On January 31, 2011, Guy Carpenter entered into a settlement agreement with the Connecticut
Attorney General to resolve Iiigation imtiated in 2007 against Guy Carpenter relating to centain facilities
offenng reinsurance to small- to midsized insurance companies

In June 2010, the Company settled a htigation matter brought by the Alaska Retirement Management
Board ("ARMB") against Mercer This settlement, in which Mercer expressly denied hability, resolved all
claims against Mercer by the ARMB and the State of Alaska related to this matter Under the terms of the
settlement agreement, Mercer paid $500 million, of which $100 million was covered by insurance

Our activities are regulated under the laws of the United States and its various states, the European
Union and its member states, and the other junsdictions in which we operate In the ordinary course of
business we are also subject to investigations, lawsuits and/or other regulatory actions undertaken by
governmental authonties

Other Contingencies—Guarantees

in connection with its acquisition of U K -based Sedgwick Group in 1998, the Company acquired
several insurance underwrnting businesses that were already in run-off, including River Thames
Insurance Company Limited (“River Thames”), which we sold in 2001 Sedgwick guaranteed payment
of claims on certain policies underwnitten through the [nstitute of London Underwnters (the “ILU”") by
River Thames The policies covered by this guarantee are reinsured up to £40 million by a related
party of River Thames Payment of ciaims under the reinsurance agreement Is collateralized by
segregated assets held in a trust As of December 31, 2010, the reinsurance coverage exceeded the
best estimate of the projected lability of the policies covered by the guarantee To the extent River
Thames or the reinsurer 1s unable to meet its obligations under those policies, a clamant may seek to
recover from us under the guarantee

From 1980 to 1983, the Company owned indirectly the English & American Insurance Company
("E&A™), which was a member of the ILU The LU required the Company to guarantee a portion of
E&A’s obligations After E&A became insolvent in 1993, the ILU agreed to discharge the guarantee in
exchange for the Company’s agreement to post an evergreen letter of credit that 1s available to pay
claims by policyholders on certain E&A policies 1ssued through the ILU and incepting between July 3,
1980 and October 6, 1983 Certain claims have been paid under the letter of credit and we anticipate
that additional claimants may seek to recover against the letter of credit

Putnam-related Matters

Under the terms of a stock purchase agreement with Great-West Lifeco Inc (“GWL") related to GWL'’s
purchase of Putnam Investments Trust from the Company in August 2007, a copy of which was
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included as an exhibit to the Company’s Form 8-K filed on February 1, 2007, we agreed to indemnify
GWL with respect to certain Putnam-related Liigation and regulatory matters Most of these matters
nave been resolved

One action by investors in certain Putnam mutual funds, which asserts denvative claims on behalf of
the funds against Putnam regarding excessive short-term trading, remains pending in the District of
Maryland, and may be subject to our indemnification obhgations

Kroll-related Matters

Under the terms of a stock purchase agreement with Altegnty, Inc (“Altegnity”) related to Altegnty's
purchase of Kroll from the Company in August 2010, a copy of which 1s attached as an exhibit to the
Company’s Quarterly Report on Form 10-Q for the penod ended June 30, 2010, we agreed to provide
a lrmited indemnity to Altegnity with respect to certain Kroll-related litigation and regulatory matters

The pending proceedings and other matters described in this Note 16 on Clains, Lawsuits and Other
Contingencies may expose the Company or its subsidianes to liability for significant monetary
damages and other forms of relief Where a loss 1s both probable and reasonably estimable, we
establish habihiies in accordance with FASB ASC Subtopic No 450-20 (Contingencles—Loss
Contingencies) Except as described above, we are not able at this time to provide a reasonable
estimate of the range of possible loss attnbutable to these matters or the impact they may have on the
Company's consolidated results of operations, financial position or cash flows This ts pnmanly
because these matters are still developing and involve complex issues subject 1o inherent uncertainty
Adverse determinations in one or more of these matters could have a matenal impact on the
Company’s ccnsolidated results of operations, financial condition or cash flows in a future period

17. Segment Information

The Company’s organization structure and segment reporting 1s based on the types of services
provided Under this organizational structure, the Company’s business segments are

* Risk and Insurance Services, comprising insurance services (Marsh) and reinsurance services
(Guy Carpenter), and

« Consuliing, comprising Mercer and Oliver Wyrnan Group

With the sale of Kroll in August 2010, along with previous divestiture transactions between 2008 and
2010, the Company has now divested its entire Risk Consulting and Technology segment As
descnbed in Note 1 10 the consolidated financial statements, based on the terms and conditions of the
divestitures of the corporate advisory and restructuring businesses in 2008, the Company determined it
has “continuing Involvement” in thase businesses, as that term 1s used in SEC Staff Accounting Bulletin
Topic 5e Theretore classification of CARG as discontinued operations I1s not appropriate, and their
financial results in the current and prior periods are included 1n operating income The run-off of the
Company’s involvermnent in the CARG businesses 1s now managed by the Company’s corporate
departments, and consequently, the financial results of these businesses are now included in
“Corporate” for segment reporting purposes

The accounting policies of the segments are the same as those used for the consolidated financial
statements descrnibed in Note 1 The information in the following table excludes the results of Kroll,
which are classified as discontinued operations as descnbed in Note 5 Revenues are attnbuted to
geographic areas on the basts of where the services are performed Segment performance 1s
evaluated based on segment operating income, which includes directly related expenses, and charges
or credits related to integration and restructuring but not the Company’s corporate-levet expenses
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Selected information about the Company’s operating segments and geographic areas of operation are

as follows

Cperating Depreciation
For the Years Ended December 31, Income Total and Capital
{tn muffions of dolfars) Revenue {Loss) Assets  Amaorhization Expenditures
2010—
Risk and Insurance Services $ 5764(a) $ 972 § 9,418 7 $144
Consulting 4,835 (b) 129 4,437 113 80
Total Operating Segments 10,599 1,101 13,855 290 224
Corporate/Eliminations (49)c)  (162){c) 1,455(d) 29 34
Total Consalidated $10,550 $ 939 $15.310 $319 $258
2009—
Risk and Insurance Services $5284() $ 796 $ 8,320 $153 $147
Consuling 4,609 (b) 405 4,244 114 78
Tota! Operating Segments 9,893 1,201 12,564 267 225
Corporate/Eliminations (62){c) (423)(c) 2,773({d) 28 36
Total Consolidated $ 9,831 $ 778  $15.337 $295 $261
2008—
Risk and Insurance Services $5466(a) $ 460 § 7,704 $188 $135
Consulting 5,186 (b) 555 4,156 111 113
Total Operating Segments 10,662 1,015 11,860 299 248
Corporate/Eliminations 68 (c) (336)(c} 3,346(d) 29 89
Total Consolidated $10,730 $ 679 $15206 $328 $337

{a) Includes inter-segment revenue ($7 milion in 2010, $18 rmillion tn 2009 and $5 million in 2008),
interest Income on fiduciary funds ($45 million in 201Q, $54 mullton in 2009 and $139 mullion in
2008) and equity method income of ($12 million in 2010, $13 milhon 1in 2009 and $15 million Iin

2008)

(b) Includes inter-segment revenue ($43 milion in 2010, $45 million in 20092 and $52 milhon in 2008)
and interest income on fiduciary funds ($4 million in 2010, $4 milion in 2009 and $10 mullion In

2008}
{c) Includes results of corporate advisory and restructunng business

(d) Corporate assets primanly include insurance recoverables, penston related assets, the owned
portion of the Company headquarters bullding and intercompany eliminations Also includes
assets of discontinued operations and the Corporate Advisory and Restructuning business of $0
mulhian, $1,573 mulion and $1,887 milllon in 2010, 2009 and 2008, respectively

Details of Operating Segment Revenue are as follows

For the Years Ended December 31,

{in mitions of dollars) 2010 2009 2008

Risk and Insurance Services

Marsh $ 4,781 $4,363 § 4,632

Guy Carpenter 983 921 834
Total Risk and Insurance Services 5764 57284 5,468

Consulting

Mercer 3478 3,327 3,642

Ohver Wyman Group 1,367 1,282 1,554
Total Consulting 4,835 4,609 5,196
Total Operating Segments 10,599 9,893 10,662

Corporate/Eliminations (49) (62) 68
Total $10,550 $9.831  $10,730
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Information by geographic area is as follows

For the Years Ended December 31,

{in mifions of dollars) 2010 2009 2008
Revenue
United States $ 4,708 $4,436 $ 4,694
United Kingdom 1,720 1,708 1,820
Continental Europe 1,809 1,798 2,001
Agia Pacific 1,067 862 925
Other 1,265 1,089 1,222
10,599 9,893 10,662
Corporate/Eliminations (49) (62) 68
$10,550 $9,831 $10,730
December 31,
{in mithons of dollars) 2010 2009 2008
Fixed Assets, Net
Unuited States $ 51t $ 515 § 518
United Kingdom 132 147 143
Continental Europe 69 74 82
Agia Pacific 43 41 33
Other 67 73 97
$ B22 § 850 § 873
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Marsh & McLennan Companies, Inc
New York, New York

We have audited the accompanying consolidated batance sheets of Marsh & MclLennan Companies,
Inc and subsidianes (the “Company”) as of December 31, 2010 and 2009, and the related
consolidated statements of income, stockholders’ equity and comprehensive income, and cash flows
for each of the three years in the penod ended December 31, 2010 These financial statements are the
responsibility of the Company’s management Our responsibility 1s to express an opinion on the
financial statements based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States) Those standards require that we plan and perform the audit to obtan
reasonable assurance about whether the financial statements are free of matenal misstatement An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements An audit alse includes assessing the accounting prninciples used and significant
estimates made by management, as well as evaluating the overall financial statement

presentation We believe that our audits provide a reasonable basis for our opinion

In our opinien, such consohdated financial statements present fawrly, in all matenal respects, the
financial position of Marsh & McLennan Companies, Inc and subsidianes as of December 31, 2010
and 2009, and the results of their operations and their cash flows for each of the three years in the
pernod ended December 31, 2010, in conformuty with accounting principles generally accepted n the
United States of America

We have also audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the Company's internal control over financial reporting as of December 31,
20190, based on the critena established in Internatl Control—Integrated Framework 1ssued by the
Committee of Sponsoring Crganizations of the Treadway Commission and our report dated

February 25, 2011 expressed an unguabfied opinion on the Company’s internal control over financial
reporting

/s/ Deloitte & Touche LLP

New York, New York
February 25, 2011
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Marsh & McLennan Compantes, Inc. and Subsidianes
SELECTED QUARTERLY FINANCIAL DATA AND
SUPPLEMENTAL INFORMATION (UNAUDITED)

First Second Third Fourth
Quarter Quarter Quarter Quarter

{In millions of dollars, except per share figures)

2010.
Revenue $2,635 $2,606 $2,524  $2,785
Operating income (loss) $ 425 § (50) $ 239 § 325
Income (loss) from continuing operations $ 274 § (29) $ 128 §$ 192
(Loss) income from discontinued operations $ (22) $ 271 35 43 $ 14
Net income attributable to the Company $ 248 §$ 236 $ 168 $ 203
Basic Per Share Data:

Income (loss) from continuing operations $050 §$(0.06) $023 $ 0.35

(Loss) income from discontinued operations ${(0.04) $ 049 $ 0.07 $ 0.02

Net income attributable to the Company $046 $ 043 $030 $037
Dituted Per Share Data:

Income (loss) from continuing operations $ 043 3{0.06) $ 022 303

(Loss) income from discontinued operations $(0.04) $049 S008 $003

Net income attributable to the Company $045 $ 043 S$030 $ 037
Dividends Paid Per Share $020 $020 S$020 $0.21
2009
Revenue $2,443  $2,470 $2,355  $2,563
Operating income (loss) $ 317 $ 293 % 196 $ (28)
Income (loss) from continuing operations $ 171 $ 157 % 208 $ {5
Income (loss) from discontinued operations 3 9 $@B47) $ 18 § 30
Net income {loss) attnbutable to the Company $ 176 $(193) $ 221 $ 23
Basic Per Share Data

Income (loss) from continuing operations $ 031 $028 $038 §(001)

Incormne (loss) from discontinued operations $002 $(064) $003 $005

Net income (loss) attributable to the Company $ 033 $(036) $0M $ 004
Diluted Per Share Data

Income {loss) from continuing operations $ 031 $028 §$038 §(0on)

Income (loss) from discontinued operations $002 $(065) $003 $005

Net income (loss) attributable 1o the Company $033 ${037) %044 $ 004
Dividends Paid Per Share $020 $020 $020 %020

As of February 22, 2011 there were 7,635 stockholders of record
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure

None

ltem 9A. Controls and Procedures.

Disclosure Controls and Procedures Based on therr evaluation, as of the end of the penod
covered by this annual raport an Form 10-K, the Company's chief executive officer and chief financial
officer have concluded that the Company’s disclosure controls and procedures (as defined in Rules
13a-15(e) or 15d-15(e) under the Securties Exchange Act of 1934) are effective

Internal Control over Financial Reporting

{a) Management's Annual Report on Internal Control Over Financial Reporting

MANAGEMENT'S ANNUAL REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

The management of Marsh & McLennan Companies, Inc 1s responsible for establishing and
maintaining adequate internal control over financial reporting for the Company The Company’s internal
control over financial reporting 1s designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes In accordance with
generally accepted accounting principles

The Company’s internal control over financial reporting includes those policies and procedures relating
to the maintenance of records that, in reasonable detall, accurately and fairly reflect the transactions
and dispositions of the assets of the Company, the recording of all necessary transactions to permit the
preparation of the Company’s consolidated financial statements in accordance with generally accepted
accounting prnciples, the proper authonzation of receipts and expenditures in accordance with
authorizations of the Company's management and directors, and the prevention or imely detection of
the unauthonzed acquisition, use or disposition of assets that could have a matenal effect on the
Company’s consolidated financial statements

Because of its inherent imitations, internal control over financial reporting may not prevent or detect
misstatements Also, projections of any evaluation of effectiveness to future periods are subject to the
nisk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deterorate

Management evaluated the effectiveness of the Company’s internal control over financial reporting as
of December 31, 2010 under the supervision and with the participation of the Company’s principal
executive and principal financial officers In making this evaluation, management used the cntena set
forth by the Committee of Sponsonng Crganizations of the Treadway Commussion (COSO) in Internal
Control—Integrated Framework Based on its evaluation, management determined that the Company
mamtained effective internal control over financial reporting as of December 31, 2010

Deloitte & Touche LLP, the Independent Registered Public Accounting Firm that audited and reported
on the Company’s consolidated financial statements included in this annual report on Form 10-K, also
issued an attestation repont on the effectiveness of the Company’s internal control over financial
reporting as of December 31, 2010
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(b) Attestation Report of the Registered Public Accounting Firm
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Marsh & McLennan Companies, Inc.
New York, New York

We have audited the internal control over financial reporting of Marsh & McLennan Companies, Inc
and subsidiaries {the "Company”) as of December 31, 2010, based on crntena established in Internal
Controt—Integrated Framework 1ssued by the Commuitee of Sponsonng Orgamizations of the
Treadway Commission The Company’s management Is responsible for maintaining effective internal
control over financtal reporting and for its assessment of the effectiveness of internal control over
financial reporting, included in the accompanying management’s annual report on internal control over
financial reporting Our responsibility 1S to express an opinion on the Company’s internal control over
financial reporting based on our audit

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board {(United States) Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal controf over financial reporting was maintained
in all matenal respects Our audit included obtaining an understanding of internal control over financial
reporting, assessing the risk that a material weakness exists, testing and evaluating the design and
operating effectiveness of internal control based on the assessed risk, and performing such other
procedures as we considered necessary in the circumstances We beheve that cur audt provides a
reasonable basis for our opimion

A company’s internal control over financial reporting 1s a process designed by, or under the supervision
of, the company’s principal executive and principal financial officers, or persons performing similar
functions, and effected by the company’s board of directors, management, and other personnel to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting

principles A company’s intermnal control over financial reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonable detall, accurately and fairly reflect the
transactions and dispositions of the assets of the company, {2) provide reascnable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are
being made only in accordance with authonzations of management and directors of the company, and
(3) provide reasonable assurance regarding prevention or timely detection of unauthonzed acquisition,
use, or disposition of the company’s assets that could have a maternal effect on the financial
statements

Because of the inherent imitations of internal control over financial reporting, including the possibility of
collusion or improper management overnde of controls, matenal misstaternents due to error or fraud
may not be prevented or detecied on a timely basis Also, projections of any evaluation of the
effectiveness of the internal control over financial reporting to future penods are subject to the nisk that
the controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate

In our opinion, the Company maimtained, in all matenal respects, effective internal control over financial
reporting as of December 31, 2010, based on the cntena established in Internal Control—integrated
Framework 1ssued by the Committee of Sponsering Crganizations of the Treadway Commission

We have also audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the consolidated financial statements as of and for the year ended

December 31, 2010 of the Company and our report dated February 25, 2011 expressed an unqualified
opinion on those financial statements

/s/ Deloitte & Touche LLP
New York, New York
February 25, 2011

98




(¢} Changes in Internal Control Over Financial Reporting

There have been no changes in the Company’s internal control aver financial reporting during the
quarter ended December 31, 2010 that have materally affected, or are reasonably likely to matenally
affect, the Company’s internal control over financial reporting

Item 9B. Other Information
None
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PART Il

Item 10. Directors, Executive Officers and Corporate Governance.

Information as to the directors and nominees for the board of directars of the Company 1s incorporated
herein by reference to the maternal set forth under the heading “ltem 1-—Election of Directors” in the
2011 Proxy Statement

The executive officers of the Company are Orlando D Ashford, Peter J Beshar, M Michele Burns,
John Drzik, Bnian Duperreault, E Scott Gilbert, Daniel S Glaser, David Nadler, Vanessa A Wittman
and Peter Zaffino Information with respect to these individuals 1s provided in Part 1, ltem 1 above
under the heading “Executive Officers of the Company”

The information set forth in the 2011 Proxy Statement in the sections “Transactions with Management
and Others, Other Information—Section 16(a) Beneficial Ownership Reporting Compliance”,
“Corporate Governance—Codes of Conduct” and “Board of Directors and Committees—Commitiees—
Audit Committee” 1s incorporated herein by reference

Item 11. Executive Compensation.

The information set forth in the sections “Board of Directors and Committees—Director Compensation”
and “Compensation of Executive Officers” in the 2011 Proxy Statement is incorporated herein by
reference

Item 12.  Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters.

The information set forth in the sections “Stock Ownership of Management and Certain Beneficial
Owners™ and “Equity Compensation Plan Information” in the 2011 Proxy Statement 1s incorporated
heren by reference

Hem 13. Certain Relationships and Related Transactions, and Director Independence.

The information set forth in the sections “Corporate Governance—Director Independence”, “Corporate
Governance—Review of Related-Person Transactions” and “Transactions with Management and
Others, Other Information” in the 2011 Proxy Statement 1s incorporated heretn by reference

Iltem 14.  Principal Accountant Fees and Services

The information set forth under the heading “Ratification of Selection of Independent Registered Pubilic
Accounting Firm—Fees of Independent Registered Public Accounting Firm” in the 2011 Proxy
Statement is incorporated herein by reference
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PART IV
ltem 15  Exhibits and Financial Statement Schedules. t
The following documents are filed as a part of this report
1 Consolidated Financial Statements

Consolidated Statements of Income for each of the three years in the penod ended
December 31, 2010

Consolidated Balance Sheets as of December 31, 2010 and 2009

Consaolidated Statements of Cash Flows for each of the three years in the pertod ended
December 31, 2010

Consolidated Statements of Stockholders’ Equity and Comprehensive Income for each of
the three years in the penod ended December 31, 2010

Notes to Consolidated Financial Statements
Report of Independent Registered Public Accounting Firm
Other

Selected Quarterly Financial Data and Supplemental Information (Unaudited) for fiscal
years 2010 and 2009

Fwe-Year Statistical Summary of Operations

2 Allrequired Financial Statement Schedules are included in the Consolidated Financial
Statements or the Notes to Consolidated Financial Statements

3 The following exhibits are filed as a part of this report

(2 1) Stock Purchase Agreement, dated as of June 6, 2010, by and between Marsh &
McLennan Comparnies, Inc and Altegnty, inc {incorporated by reference to the
Company’s Quarterly Report on Form 10-Q for the quaner ended June 30, 2010)

(31) Restated Certificate of Incorporation of Marsh & McLennan Comparnues, Inc
(incorporated by reference to the Company’s Current Report on Form 8-K dated
July 17, 2008)

32) Amended and Restated By-Laws of Marsh & Mclennan Companies, Inc
(incorporated by reference to the Company’s Current Report on Form 8-K dated
September 17, 2009}

(41) Indenture dated as of June 14, 1999 between Marsh & McLennan Companies and
State Street Bank and Trust Company, as trustee (incorporated by reference to the
Company’s Reqistration Statement on Form S-3, Reqistration No 333-108566)

(4 2) First Supplemental Indenture dated as of June 14, 1999 between Marsh &
McLennan Companies and State Street Bank and Trust Company, as trustee
{incorporated by reference to the Company’s Quarterly Report on Form 10-Q for the
quarter ended June 30, 1999)

(4 3) Second Supplemental Indenture dated as of February 19, 2003 between Marsh &
McLennan Companies and U S Bank National Association (as successor to State
Street Bank and Trust Company), as trustee (incorporated by reference to the
Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2003)

1 As permitted by ltem 601(b)(4)(){A) of Regulation S-K, the company has not filed with this Form
10-K certain instruments defining the rights of holders of long-term debt of the company and its
subsidianies because the total amount authonzed under any of such instruments does not exceed
10% of the total assets of the company and its subsidiaries on a consolidated basis The company
agrees to furnish a copy of any such agreement to the Commission upon request

101




44

(45)

(4 6)

47

(48)

(4 9)

(4 10)

{10 1)

(102)

(10 3)

(10 4)

(10 5)

Third Supplemental Indenture dated as of July 30, 2002 between Marsh &
McLennan Companies and U S National Bank Association (as successor to State
Street Bank and Trust Company), as trustee (incorporated by reference to the
Company's Quarterty Report on Form 10-Q for the quanter ended June 30, 2003)

Indenture dated as of March 19, 2002 between Marsh & McLennan Companies and
State Street Bank and Trust Company, as trustee (incorporated by reference to the
Company’'s Registration Statement on Form S-4, Registration No 333-87510)

Indenture, dated as of July 14, 2004, between Marsh & McLennan Companies and
The Bank of New York, as trustee (incorporated by reference to the Company’s
Quarterly Report on Farm 10-Q for the quarter ended June 30, 2004)

First Supplemental Indenture, dated as of July 14, 2004, between Marsh &
McLennan Companies and The Bank of New York, as trustee {incorporated by
reference to the Company’s Quarterly Report on Form 10-Q for the quarter ended
June 30, 2004)

Second Supplemental Indenture, dated as of September 16, 2005, between Marsh &
McLennan Companies and The Bank of New York, as trustee (incorporated by
reference to the Company's Current Report on Form 8-K dated September 13, 2005)

Indenture, dated as of March 23, 2009, between Marsh & McLennan Compames and
The Bank of New York (incorporated by reference 1o the Company’s Annual Report
on Form 10-K for the year ended December 31, 2009)

First Supplemental Indenture, dated as of March 23, 2009, between Marsh &
McLennan Companies and The Bank of New York (incorporated by reference to the
Company’s Current Report on Form 8-K dated March 18, 20089)

Agreement between the Attorney General of the State of New York and the
Superintendent of Insurance of the State of New York, and Marsh & McLennan
Companies, Inc , Marsh Inc and their subsidianes and affiiates dated January 30,
2005 (incorporated by reference to the Company's Current Report on Form 8-K
dated January 31, 2005)

Amendment No 1, effective as of January 30, 2005, to Agreement between the
Attorney General of the State of New York and the Superintendent of Insurance of
the State ot New York, and Marsh & McLennan Companies, Inc, Marsh Inc and
their subsidiaries and affilates dated January 30, 2005 (incorporated by reference to
the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31,
2005)

Amendment No 2, dated September 27, 2005, 10 Agreement between the Attomey
General of the State of New York and the Superntendent of Insurance of the State
of New York, and Marsh & McLennan Companies, Inc, Marsh Inc and their
subsidianes and affilates, dated January 30, 2005 {(incorporated by reference to the
Company's Quarterly Report on Form 10-Q for the quarter ended September 30,
2005)

Amendment No 3, dated August 17, 2008, to the Agreement, dated January 30,
2005, as amended, among Marsh & McLennan Companies, Inc , Marsh Inc and
their subsidianes and affiliates, the Attorney General of the State of New York and
the Supenntendent of Insurance of the State of New York (incorporated by reference
to the Company’s Current Report on Form 8-K dated August 17, 2006)

Amendment No 4, signed August &, 2007, to the Agreement, dated January 30,
2005, as amended, among Marsh & McLennan Companies, Inc , Marsh inc and
their subsidianes and affiliates, the Attorney General of the State of New York and
the Supernintendent of Insurance of the State of New York {incorporated by reference
to the Company’s Current Report on Form 8-K dated August 6, 2007)
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{10 6)

(107)

(108)

(10 9)

(10 10)

(10 11)

(10 12)

(1013)

(10 14)

(10 15)

(10 16)

(10 17)

Amendment No 5, dated May 16, 2008, to the Agreement, dated January 30, 2005,
as amended, among Marsh & McLennan Companies, Inc , Marsh Inc and their
subsidiaries and affiliates, the Attorney General of the State of New York and the
Superintendent of insurance of the State of New York (incorperated by reference to
the Company's Current Report on Form 8-K dated June 3, 2008)

Amended and Restated Agreement, effective February 11, 2010, to the Agreement,
dated January 30, 2005, as amended, among Marsh & McLennan Companies, Inc ,
Marsh Inc and therr subsidianes and affiliates, the Attorney General of the State of
New York and the Supenntendent of Insurance of the State of New York
{incorporated by reference to the Company’s Current Report on Form 8-K dated
February 11, 2010)

*Marsh & McLennan Companies, Inc 2000 Senior Executive Incentive and Stock
Award Plan (incorporated by reference to the Company’s Annual Report on Form
10-K for the year ended December 31, 1999)

*Amendments to Marsh & McLennan Companies, Inc 2000 Senior Executive
incentive and Stock Award Plan and the Marsh & McLennan Companies, Inc 2000
Employee Incentive and Stock Award Plan (incorporated by reference to the
Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2005)

*Form of Awards under the Marsh & McLennan Companies, Inc 2000 Senior
Executive Incentive and Stock Award Plan {incorporated by reference to the
Company's Quarterly Report on Form 10-Q for the quarter ended September 30,
2004)

*Additional Forms of Awards under the Marsh & McLennan Companies, Inc 2000
Senior Executive Incentive and Stock Award Plan (incorporated by reference to the
Company’'s Quarterly Report on Form 10-Q for the quarter ended March 31, 2005)

*Form of Restncted Stock Award under the Marsh & McLennan Companies, Inc
2000 Senior Executive Incentive and Stock Award Plan (incorporated by reference to
the Company's Current Report on Form 8-K dated May 18, 2005)

*Stock Option and Restrnicted Stock Unit Award to Brian Duperreault under the
Marsh & McLennan Companies, Inc 2000 Senior Executive Incentive and Stock
Award Plan {incorporated by reference to the Company’s Annual Report on Form
10-K for the year ended December 31, 2008)

*Marsh & McLennan Companies, Inc 2000 Employee Incentive and Stock Award
Plan (incorporated by reference to the Company’s Annual Report on Form 10-K for
the year ended December 31, 2001}

*Form of Awards under the Marsh & McLennan Companies, Inc 2000 Employee
Incentive and Stock Award Plan (incorporated by reference to the Company's
Quarterly Report on Form 10-Q for the quarter ended September 30, 2004)

*Addtional Forms of Awards under the Marsh & McLennan Companies, Inc 2000
Employee Incentive and Stock Award Plan {incerporated by reference to the
Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2005)

*Form of Long-term Incentive Award under the Marsh & McLennan Companies, Inc
2000 Senior Executive Incentive and Stock Award Plan and the Marsh & MclLennan
Companies, Inc 2000 Employee Incentive and Stock Award Plan (incorporated by
reference to the Company's Quarterly Report on Form 10-Q for the quarter ended
March 31, 2006)

*

Management contract or compensatory plan or arrangement required to be filed as an exhibit

pursuant to ltem 15(b} of Form 10-K
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(16 18)

(10 19)

(10 20)

(10 21)

(10 22)

(10 23)

(10 24)

(10 25)

{10 26)

(1027)

*Form of 2007 Long-term Incentive Award under the Marsh & McLennan
Companies, Inc 2000 Senior Executive Incentive and Stock Award Plan and the
Marsh & McLennan Companies, Inc 2000 Employee incentive and Stock Award
Plan (incorperated by reference to the Company’s Quarterly Report on Form 10-Q
for the quarter ended March 31, 2007)

*Form of 2008 Long-term Incentive Award under the Marsh & McLennan
Companies, Inc 2000 Senior Executive Incentive and Stock Award Plan and the
Marsh & McLennan Companies, Inc 2000 Employee Incentive and Stock Award
Plan (incorporated by reference to the Company’s Quarterly Report on Form 10-Q
for the quarter ended March 31, 2008)

*Form of 2009 Long-ierm Incentive Award under the Marsh & McLennan
Companies, Inc 2000 Senior Executive Incentive and Stock Award Plan and the
Marsh & McLennan Companies, Inc 2000 Employee Incentive and Stock Award
Plan (incorporated by reference to the Company’s Quarterly Report on Form 10-Q
for the quarter ended March 31, 2009)

*Form of 2010 Long-term Incentive Award under the Marsh & McLennan
Companies, Inc 2000 Senior Executive Incentive and Stock Award Plan and the
Marsh & McLennan Companies, Inc 2000 Employee Incentive and Stock Award
Plan {incorporated by reference to the Company’s Quarterly Report on Form 10-Q
for the quarter ended March 31, 2010)

*Form of Deferred Stock Unit Award under the Marsh & MclLennan Companies, Inc
2000 Senior Executive Incentive and Stock Award Plan and the Marsh & McLennan
Companies, inc 2000 Employee Incentive and Stock Award Plan (incorporated by
reference to the Company’s Annual Repert on Form 10-K for the year ended
December 31, 2007)

*Form of Deferred Stock Unit Award, dated as of January 1, 2009, under the
Marsh & McLennan Companies, Inc 2000 Senior Executive Incentive and Stock
Award Plan and the Marsh & McLennan Compantes, Inc 2000 Employee Incentive
and Stock Award Plan (incorporated by reference to the Company’s Annual Report
on Form 10-K for the year ended December 31, 2008)

*Form of Deferred Stock Unit Award, dated as of February 23, 2009, under the
Marsh & McLennan Companies, Inc 2000 Semor Executive Incentive and Stock
Award Plan and the Marsh & McLennan Compamnies, Inc 2000 Employee Incentive
and Stock Award Plan {incorporated by reference to the Company’s Quarterly Repon
on Ferm 10-Q for the quarter ended March 31, 2009)

*Form of Deferred Stock Unit Award, dated as of May 3, 2010, under the Marsh &
McLennan Companies, Inc 2000 Senior Executive Incentive and Stock Award Plan
and the Marsh & McLennan Companies, Inc 2000 Employee Incentive and Stock
Award Plan (incorporated by reference to the Company’s Quarterty Report on Form
10-Q for the quarter ended June 30, 2010)

*Amendments to Certain Marsh & McLennan Companies Equity-Based Awards Due
to U S Tax Law Changes Affecting Equity-Based Awards granted under the Marsh &
McLennan Companies, In¢c 2000 Senior Executive Incentive and Stock Award Plan
and the Marsh & MclLennan Companies, Inc 2000 Employee Incentive and Stock
Award Plan, effective January 1, 2009 (incorporated by reference to the Company’s
Annual Report on Form 10-K for the year ended December 31, 2008)

*Amendments to Performance Based Restricted Stock Urit Awards Dueto U S Tax
Law Changes Affecting Awards granted under the Marsh & McLennan Companies,
Inc 2000 Senior Executive Incentive and Stock Award Plan, dated June 5, 2009
{incorporated by reference to the Company’s Annual Report on Form 10-K for the
year ended December 31, 2009)

*  Management contract or compensatory plan or arrangement reqguired to be filed as an exhibit
pursuant to ltem 15(b) of Form 10-K
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(10 28)

(10 29)

(10 30)

(10 31)

(10 32)

(10 33)

(10 34)

(10 35)

(10 36)

(10 37)

(10 38)

(10 39)

(10 40)

(10 41)

*Section 409A Amendment Document, effective as of January 1, 2009 (incorporated
by reference to the Company’s Annual Repor on Form 10-K for the year ended
December 31, 2008)

*Marsh & McLennan Compantes Supplemental Savings & Investment Plan (formerly
the Marsh & McLennan Companies Stock Investment Supplemental Plan),
Amendment and Restatement effective January 1, 2009 (incorporated by reference
to the Company’s Annual Report on Form 10-K for the year ended December 31,
2008)

“First Amendment to the Marsh & McLennan Companies Supplementa! Savings &
Investment Plan, eftective January 1, 2009

*Second Amendment to the Marsh & Mci.ennan Companies Supplemental
Savings & Investiment Plan, effective December 31, 2010

*Marsh & McLennan Companies, Inc Special Severance Pay Plan (incorporated by
reference to the Company's Annual Report on Form 10-K for the year ended
December 31, 1996)

*Marsh & McLennan Companies Benefit Equalization Plan and Marsh & McLennan
Companies Supplemental Retirement Plan, as Amended and Restated effective
January 1, 2009 {Inccrporated by reference to the Company’s Annual Report on
Form 10-K for the year ended December 31, 2008)

*First Amendment to the Marsh & McLennan Companies Benefit Equalization Plan
and Marsh & McLennan Companies Supplemental Retirement Plan, effective
January 1, 2009

*Marsh & McLennan Companies, Inc Senior Executive Severance Pay Plan
(incorporated by reference to the Company’s Quarterly Report on Form 10-Q for the
Quarter ended March 31, 2008)

*Amendment to the Marsh & McLennan Companies, Inc Senior Executive
Severance Pay Plan, effective December 31, 2009 (incorporated by reference to the
Company’s Annual Report on Form 10-K for the year ended December 31, 2009)

*Marsh & McLennan Companies Senior Management Incentive Compensation Plan
{incorperated by reference to the Company's Annual Report on Form 10-K for the
year ended December 31, 1994)

*Marsh & McLennan Compantes, Inc Directors Stock Compensation Plan-May 1,
2009 Restatement (incorporated by reference to the Company's Quanierty Report on
Form 10-Q for the quarter ended June 30, 2009)

*Descnption of compensation arrangements for non-executive directors of Marsh &
McLennan Companies, Inc effective June 1, 2009 (incorporated by reference to the
Company's Quarterly Report on Form 10-Q for the quarter ended June 30, 2009)

*Employment Agreement, dated as of November 21, 2007, by and between Marsh &
McLennan Companies, Inc and Peter J Beshar (incorporated by reference to the
Company’s Quarterly Report on Form 10-Q for the Quarter ended March 31, 2009)

“Letter Agreement, effective as of March 31, 2010, between Marsh & McLennan
Companies, Inc and Peter J Beshar (incorporated by reference to the Company's
Quarterty Report on Form 10-Q for the quarter ended March 31, 2010)

*  Management contract or compensatory plan or arrangement required to be filed as an exhibit
pursuant to Item 15({b) of Form 10-K
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(1042)

(10 43)

(10 44)

(10 45)

(10 46)

(10 47)

(10 48)

(10 49)

(10 50)

(12)
(14)

(1)
(23)
(24)
(311)
(312)
(32)

"Employment Agreement, dated as of December 19, 2005, between Marsh &
McLennan Companies, Inc and M Michele Burns {(incorporated by reference to the
Company’s Current Report on Form 8-K dated December 16, 2005)

*Amendment No 1, dated as of September 25, 2008, to Employment Agreement,
dated December 19, 2005, between Marsh & MclLennan Companies, Inc and M
M:chele Burns (incorporated by reference to the Company’'s Quarterly Report on
Form 10-Q for the quarter ended September 30, 20086}

*Amendment No 2, dated as of December 12, 2008, to Employment Agreement,
dated December 19, 2005, between Marsh & McLennan Companies, Inc and M
Michele Burns {incorporated by reference to the Company's Annual Report on Form
10-K for the year ended December 31, 2008)

*Letter Agreement, effective as of March 31, 2010, between Marsh & McLennan
Companies, Inc and M Micheie Burns (incorporated by reference to the Company's
Quarterly Report on Form 10-Q for the quanrier ended March 31, 2010)

*Employment Agreement, dated as of December 10, 2007, by and between Marsh &
McLennan Companies, inc and Daniet S Glaser {incorporated by reference to the
Cempany’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2009}

*Letter Agreement, effective as of December 10, 2010, between Marsh & McLennan
Companies, Inc and Daniel S Glaser

*Employment Agreement, dated as of January 29, 2008, between Marsh &
McLennan Companies, Inc and Brian Duperreault (incorporated by reference to the
Company’s Current Report on Form 8-K dated January 29, 2008)

*Employment Letter, effective as of September 17, 2009 and January 30, 2011,
between Marsh & McLennan Companies, In¢ and Bnian Duperreault (incorporated
by reference to the Company’s Current Report on Form 8-K dated September 16,
2009)

*Letter Agreement, dated August 18, 2008, between Marsh & MclLennan
Companies, Inc and Vanessa A Wittman (incorporated by reference to the
Company’s Current Report on Form 8-K dated August 18, 2008)

Statement Re Computation of Ratio of Earnings to Fixed Charges

Code of Ethics for Chief Executive and Senior Financial Officers (incorporated by
reference to the Company’s Annual Report on Form 10-K for the year ended
December 31, 2002)

List of Subsidiarnies of Marsh & McLennan Companies {as ot 218/2011)
Consent of Independent Registered Public Accounting Firm

Power of Attorney (Iincluded on signature page)

Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Officer

Rule 13a-14{a)/15d-14(a) Certification of Chief Financial Officer
Section 1350 Certifications

101 INS XBRL Instance Document
101 SCH XBRL Taxonomy Extension Schema

101 CAL XBRL Taxonomy Extension Calculation Linkbase
101 DEF XBRL Taxonomy Extension Defimtion Linkbase

101 LAB XBRL Taxonomy Extension Label Linkbase
101 PRE XBRL Taxonomy Extension Presentation Linkbase

*

Management contract or compensatory plan or arrangement required to be filed as an exhibit

pursuant to ltem 15(b) of Form 10-K
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Secunties Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authonzed

MARSH & McLENNAN COMPANIES, INC

Dated February 25, 2011 By /s/ BriaN DUPERREAULT
Brian Duperreault
President and Chief Executive Officer

Each person whose signature appears below hereby constitutes and appoints Luciana Fato and
Kathenne J Brennan, and each of them singly, such person’s lawful attarneys-in-fact and agents, with
full power to them and each of them to sign for such person, In the capacity indicated below, any and
all amendments to this Annual Report on Form 10-K filed with the Secunties and Exchange
Commussion

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed
below by the following persons on behalf of the registrant and in the capacities indicated this 25th day
of February, 2011

Name Title Date

Director, President &
/s/ BriaN DUPERREAULT Chief Executive Officer

Brian Duperreault

February 25, 2011

fs/ VANESSA A WITTMAN Executive Vice President&  February 25, 2011
Vanessa A Wittman Chief Financial Officer

fs/ RoserT J RaPPORT Senior Vice President & February 25, 2011
Robert J Rapport Controller

(Chief Accounting Officer)

/s/ _LesLIE M BAKER, JR Director February 25, 2011
Leslhe M Baker, Jr

/s/ _ZacHARY W CARTER Director February 25, 2011
Zachary W Carter

fs/  OscAR FANJUL Director February 25, 2011
Oscar Fanul

/s/ H Epwarp Hanway Director February 25, 2011
H Edward Hanway

/s/ STEPHEN R HaRDIS Director February 25, 2011
Stephen R Hardis

/s/ GWENDOLYN 8 KING Director February 25, 2010
Gwendolyn S King

/s/ _Lorp LANG OF MONKTON Director February 25, 2011
Lord Lang of Monkton




Name Title Date
/s/ _BRUCE P_NoLop Director February 25, 2011
Bruce P Nolop
/s/ Marc D OKEN Director February 25, 2011
Marc D Oken
fs/ _Monrton O SCHAPIRO Director February 25, 2011
Marton O Schapiro
/s/ ADELE SIMMONS Director February 25, 2011

Adete Simmons




Exhibit 31 1

CERTIFICATIONS
I, Brian Duperreault, certify that

1 | have reviewed this Annual Report on Form 10-K of Marsh & McLennan Companies, Inc (the
“registrant”),

2 Based on my knowledge, this report does not contain any untrue statement of a matenal fact or
omit to state a matenal fact necessary to make the statements made, in light of the circumstances
under which such statements were made, not misleading with respect to the period covered by this
report,

3 Based on my knowledge, the financial statements, and other finangial information included in
this report, fairly present in all matenal respects the financial condiion, results of operations and cash
fiows of the registrant as of, and for, the penods presented in this repon,

4 The registrant’s other certifying officer(s) and 1 are responsibte for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15{e)) and
internal contrel over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f}) for
the registrant and have

a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that matenal information relating to
the registrant, including its consolidated subsidianies, 1s made known to us by others within those
entities, particularly dunng the penod tn which this report 1s being prepared,

b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, 1o provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes In accordance with generally accepted accounting principles,

¢) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the pernod covered by this report based on such evaluation, and

d) Disclosed in this report any change in the registrant’s internal control over financial
reporting that occurred dunng the registrant’'s most recent fiscal quarter {the registrant’s fourth
fiscal quarter in the case of an annual report) that has matenally affected, oris reasonably likely to
matenally affect, the registrant’s internal contrel over financial reporting, and

5 The registrant's other certifying officer(s) and | have disclosed, based on our most recent
evaluation of internal control over financial reporting, to the registrant’s auditors and the audit
committee of the registrant’s board of directors (or persons performing the equivalent functions)

a) All significant deficiencies and material weaknesses in the design or operation of internal
controt over financial reporting which are reascnably likely to adversely affect the registrant's
ability to record, process, summarize and report financial information, and

b) Any fraud, whether or not matenal, that involves management or other employees who
have a significant role in the registrant’s internal control over financial reporting

Date February 25, 2011 /s/ BRIAN DUPERREAULT

Bnan Duperreault
President and Chief Executive Officer




Exhibit 31 2

CERTIFICATIONS
I, Vanessa A Wittman, certfy that

1 | have reviewed this Annual Report on Form 10-K of Marsh & McLennan Companies, In¢ (the
“registrant”),

2 Based on my knowledge, this report does not contain any untrue statement of a matenal fact or
omit to state a matenal fact necessary to make the statements made, in ight of the circumstances
under which such statements were made, not misleading with respect to the perniod covered by this
report,

3 Based on my knowledge, the financial statements, and other financial information included in
this report, fairly present in all matenal respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the penods presented in this report,

4 The registrant’s other certifying officer(s) and | are respansible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e} and 15d-15(e)) and
internal controt over financial reperting (as defined in Exchange Act Rules 13a-15(f) and 15d-15{f)} for
the registrant and have

a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that matenal information relating to
the registrant, including its conschdated subsidianes, 1s made known to us by others within those
entities, particularly dunng the penod in which this report 1s being prepared,

b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supenvision, to provide reasonable assurance
regarding the reliabilty of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles,

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented In this repert our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the penod covered by this report based on such evaluation, and

d) Disclosed in this report any change In the registrant’s internal contro! over financtal
reporting that occcurred dunng the registrant’'s most recent fiscal quarter (the registrant’s fourth
fiscal quarter in the case of an annual report) that has matenally affected, or 1s reasonabily iikely to
maternally affect, the registrant’s internal control over financial reporting, and

5 The registrant’s other certifying officer(s) and | have disclosed, based on cur most recent
evaluation of iInternal control over financial reporting, to the registrant’s auditors and the audit
committee of the registrant’s board of directors (or persons performing the equivalent functions)

a) All significant defictencies and matenal weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the registrant’s
abihty to record, process, summarnze and report financial information, and

b) Any fraud, whether or not matenal, that involves management or other employees who
have a significant role in the registrant’s internal control over financtal reporting

Date February 25, 2011 /s/ VANESSA A WITTMAN

Vanessa A Wittman
Executive Vice President & Chief Financial Officer




Exhibit 32

Certification of Chief Executive Officer and Chief Financial Officer

The certification set forth below I1s being submitted in connection with the Annual Report on Form
10-K for the year ended December 31, 2010 of Marsh & McLennan Companies, Inc (the “Report”) for
the purpose of complying with Rule 13a-14{b) or Rule 15d-14(b) under the Secunties Exchange Act of
1934, as amended (the “Exchange Act”), and Section 1350 of Chapter 63 of Title 18 of the United
States Code

Brian Duperreault, the President and Chief Executive Officer, and Vanessa A Wittman, the
Executive Vice President & Chief Financial Officer, of Marsh & McLennan Companies, Inc each
certifies that, to the best of his or her knowledge

1 the Report fully complies with the requirements of Section 13(a) or 15(d) of the Exchange
Act, and

2 the information contained in the Report fairly presents, in all matenal respects, the
financial condition and results of operations of Marsh & McLennan Companies, Ing

Date February 25, 2011 /s/  BriaN DUPERREAULT

Bnan Duperreault
President and Chief Executive Qfficer

Date February 25, 2011 /s/ Vanessa A WITTMAN

Vanessa A Wittman
Executive Vice President & Chief Financial Officer




STOCK PERFORMANCE GRAPH

The following graph compares the annual cumulative stockholder return for the five-year penod ended
December 31, 2010 on Marsh & McLennan Companies common stock, a management-constructed
composite industry index, and the Standard & Poor's 500 Stock Index The graph assumes an
investment of $100 on December 31, 2005 in Marsh & McLennan Companies common stock and each of
the two indices, with dividends reinvested Returns on the composite industry index reflect allocation of
the total amount invested among the constituent stocks on a pro rata basis according to each i1ssuer's
start-of-the-year market capitalization The composite industry index consists of Aon Corporation, Arthur
J Gallagher & Co, Towers Watson & Co , and Willis Group Holdings plc Two firms included in last
year's compoesite industry index no longer exist as publicly traded organizations Hewitt Associates was
acquired by Aon Corporation in Octaber 2010 and Watson Wyatt Worldwide, Inc merged with Towers,
Pernn, Forster & Crosby, Inc n January 2010 to create Towers Watson & Co

COMPARISCN OF CUMULATIVE TOTAL STOCKHCLDER RETURN
($100 invested 12/31/05 with dividends reinvested)

300

200

100

0 . . X X .
2005 2006 2007 2008 2009 2010

=8~ Marsh & McLennan $100 $ 99 $ 87 $ 83 78 $100
Companies

=8=Composite Industry  $100 $108 $123 $114 $105 $131
Index

—— S&P 500 $100 $116 122 $77 $ 97 $112




BOARD OF DIRECTORS AND EXECUTIVE OFFICERS

BOARD OF DIRECTORS

LESLIE M BAKER, JR
Former Chairman and
Chief Executive Officer,
Wachovia Corporation

ZACHARY W CARTER
Partner, Dorsey & Whitney LLP

BRIAN DUPERREAULT
President and Chief Executive Officer,
Marsh & McLennan Companies

OSCAR FANJUL

Vice Chairman, Omega Capital
Former Chairman and

Chref Executive Officer, Repsol

H EDWARD HANWAY
Former Chairman and Chief Executive Officer,
CIGNA Corporation

STEPHEN R HARDIS

Independent Chairman,

Marsh & McLennan Companies

Former Chairman and

Chief Executive Officer, Eaton Corporation

GWENDOLYN $ KING
President, Podium Prose
Former Commissioner,

Social Security Administration

LORD LANG OF MONKTON
Former Member of British Parliament
Former British Secretary of State for
Trade and Industry

BRUCE P NOLOP
Former Chief Financial Officer,
E*Trade Financial Corporaticn

MARC D OKEN

Managing Partner,

Falfurrias Capital Partners
Former Chief Financial Officer,
Bank of America Corporation

MORTON © SCHAPIROC
President, Northwestern University

ADELE SIMMONS
Vice Chair Chuicago Metropolis 2020
President, Global Philanthropy Partnership

COMMITTEES OF THE BOARD

AUDIT

Marc D Oken, Chair
lLeske M Baker, r
Zachary W Carter
H Edward Hanway
Bruce P Nolep

COMPENSATION

Lord Lang of Monkton, Chatr
QOscar Fanjul

Stephen R Hardis

Morton O Schapire

COMPLIANCE

Zachary W Carter, Charr
Lesle M Baker, |r

H Edward Hanway

CORPORATE RESPONSIBILITY
Adele Simmons, Chair

H Edward Hanway

Bruce P Nolop

DIRECTORS AND GOVERNANCE
Gwendclyn S King, Chair
Stephen R Hardis

Lord Lang of Monkton

Morten O Schapiro

Adele Stmmons

EXECUTIVE

Stephen R Hardis, Chair
Zachary W Carter

Brian Duperreault
Gwendolyn S King

Lord Lang of Monkton
Marc D Oken

FINANCE

Leslie M Baker, |r, Chair
Bnan Duperreault
Oscar Fanyjul

StephenR Hardis

Lord Lang of Monkton
Bruce P Nolop

Marc D Oken

EXECUTIVE OFFICERS

ORLANDO D ASHFORD
Senior Vice President,

Chief Human Resources and
Communications Officer,
Marsh & Mclennan Companies

PETER | BESHAR
Executive Vice President and General Counsel,
Marsh & Mclennan Companies

M MICHELE BURNS |
Chairman and Chief Executive Officer, Mercer

JOHN P DRZIK
Prestdent and Chief Executive Officer,
Olver Wyman Group

BRIAN DUPERREAULT
Director, President and Chief Executive Officer,
Marsh & Mclennan Compantes

E SCOTT GILBERT

Senior Vice Prestdent and Chief Risk and
Comphance Officer,

Marsh & Mclennan Companies

DANIEL § GLASER
Charrman and Chief Executive Officer, Marsh

DAVID A NADLER I
Vice Chairman, Office of the CEO,
Marsh & Mclennan Companies

VANESSA A WITTMAN .
Executive Vice President and
Chief Financial Officer,

Marsh & Mclennan Companies

PETER ZAFFINO i
President and Chief Executive Officer,
Guy Carpenter




SHAREHOLDER INFORMATION

ANNUAL MEETING

The 2011 Annual Meeung of Shareholders will be held at
13:00 a.m., Thursclay, May 19, 2011 in the 2nd lloor
auditorium of the McGraw Hill Building, 1221 Avenue
of the Americas, Mew York, NY 10020.

INVESTOR INFORMATION

Shareholders of record inquiring about reinvestment and
payment of dividends, consolidation of accounts, stock
certificate holdings, stock certificate transfers, and address
changes should contact:

Wells Fargo Shareowner Services
PO. Box 64874
St Paul, MN 55164 0874
lelephone. 800 457 8968 or
651 450 4064 (Outside the U S. and Canada)
Mailing Address:
161 North Concord Exchange, South St. Paul, MN 55075
Wells Fargo's websile: www.sharcowneronline.com

Sharcholders who hold shares of Marsh & Mclennan
Companics beneficially through a broker, bank, or other
intermediary organizaton should contact that organization
jor these scrvices.

DIRECT PURCHASE PLAN

Shareholders of record and other interasted investors

can purchase Marsh & Mclennan Companies carmmon stock
directly through the Company’s transior agent and the
Administrator for the Plan, Wells Fargo. A brochurc onthe
Plan is available on the Wells Fargo website or by contacting
Wells Fargo directly:

Wolls Fargo Sharcowner Services
PO. Box 64856
St. Paul, MN 55164.0874
Tetephone: 800 457 8968 or
651 450 4064 (Outside the U.S. and Canada)
Wells Fargo's wehsite, www.shareowneronline.com

FINANCIAL INFORMATION

Copies of Marsh & McLennan Companics annual reports and
Forms 10-K and 10-Q arc available on the Company’s website.
These documents also may be requested by contacting:

INVESTOR RELATIONS

Marsh & Mclennan Companies, Inc.
1166 Avenue of Lhe Americas

New York, NY 10036

Telepheone: 212 245 5462

Websile: www.mmec.com

STOCK LISTINGS

Marsh & McLennan Companies common stock (ticker
symbol: MMC) is listed onthe New York, Chicago,
and London Stock Exchanges.

PROCEDURES FOR REPORTING COMPLAINTS AND
CONCERNS REGARDING ACCOUNTING MATTERS

Marsh & Mclennan Companics is committled to complying
with all applicable accounting standards, internal accounting
controls, audil practices, and securities laws and regulations
{collectively, “Accounting Malters™). Ta report a complaintor
concern regarding Accounting Matters, you may contact the
Company by mail or telephone. You may review the Company’s
procedures for handling complaints and concerns regarding
Accounting Mallers al www.mime.com,

BY MAIL:

Marsh & Mclennan Companies, Inc.
Audit Commitlee

c/o Corporale Secretary

1166 Avenue of the Americas

Neawr York, NY 10036

BY TELEPHONE:

Marsh & Mclennan Companices Ethics & Compliance Line

In Canada and the United States: 800 381 2105

Qutside Canada and the United States: Use your country’s
ATET Direct * Service number 1o reach the Marsh & dMclennan
Companics Ethics & Comphance Line Loll-free.
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In accardance with
Regulation 32 of the
Ovetseas Companies
Reqgulations 2009

OS AAOT

Statement of details of parent law and other
Information for an overseas company

What this form s NOT for

You cannot use this form to re
an alteration of manner of con
with accounting requirements

J What this form 1s for
You may use this form to
accompany your accounts
disclosed under parent law

Companies House
—e for the nqont —

——A WA 1 e e

Part 1

Corporate company name

Corporate name of l Marsh & McLennan Companies, Inc

overseas company O |—

If the company has already been registered in the UK, please enter the
establishment number below

elelolirlslel2]

UK establishment
number @

Part 2 Statement of details of parent law and other

information for an overseas company

+ Filhing in this form
Please complete in typescript or m
bold black capitals

All fields are mandatory unless
specified or indicated by *

OThis 1s the name of the company in
1ts home state

B This should only be completed o
the company has already been
registered in the UK

Legislation

Please give the legislation under which the accounts have been prepared and,
if applicable, the legislation under which the accounts have been audited

© Thus means the relevant rules or
legislation which regulates the
preparation and if apphcable, the

Legislation © |US Secunties Exchange Act of 1934 audit of accounts
m Accounting principles
Accounts Have the accounts been prepared in accordance with a set of generally accepted | Please insert the name of the

accounting prinaiples?
Please tick the appropnate box
(] No Goto Section A3

Yes Please enter the name of the organisation or other
bedy which 1ssued those prinaples below, and then go to Section A3

Name of organisation ’ U S Financial Accounting Standards Board

approprate accounting orgamsation
or body

or body @
m Accounts
Accounts Have the accounts been audited? Please tick the approprate hox

("] No Go to Section A5
Yes Go to Section A4

Department for Business
Innovanon & Slalls

BIS

CHFPOOO
05/10 Verston 40




0S AAO1

Statement of details of parent law and other information for an overseas company

)

Audited accounts

Audited accounts

appropriale accounting

auditing standards?
orgamisation ar body

Please tick the appropriate box
] No Go to Part 3 'Signature’

Yes Please enter the name of the orgamisation or other body which 1ssued
those standards below, and then go to Part 3 "Signature’

Name of organisation
or body ©

| Public Company Accounting Oversight Beard

Unaudited accounts

Unaudited accounts

s the company required to have its accounts audited?
Please tick the appropniate box

J No
T Yes
L T A
Part 3 Signature
| | am signing this form on behalf of the overseas gompany
Signature Signature

X X

This form may be signed by
Director, Secretary, Permanent representative

CHFPOOO
05/10 Version 4 0

Have the accounts been audited in accordance with a set of generally accepted @ Please insert the name of the




0S AAD1

Statement of details of parent law and other information for an overseas company

B Presenter information

ulmportant information

You do not have to give any contact information, but if
you do it will help Companies House if there 1s a query
on the form The contact information you give will be
visible to searchers of the public record

Comactia™  prs L K Smith

Company name

Marsh Corporate Services Ltd

| Adcdress

Tower Place

Fm " Landon

County/Region

= fefelsfr] [s]s]u

Country

lnx

| = 020 7357 3910

Checklist

We may return forms completed incorrectly or
with information missing

Please make sure you have remembered the

following

0 The company name and, if appropnate, the
registered number, match the information held on
the public Register

[ You have completed all sections of the form,
if appropnate

[1 You have signed the form

Please note that all this information will appear
on the public record

E Where to send

You may return this form to any Companies
House address

England and Wales

The Registrar of Companies, Companies House,
Crown Way, Cardiff, Wales, CF14 3UZ

DX 33050 Cardiff

Scotland

The Regsstrar of Companies, Compamies House,
Fourth floor, Edinburgh Quay Z,

139 Fountainbridge, Edinburgh, Scotland, EH3 9FF
DX ED235 Edinburgh 1

or LP - 4 Edinburgh 2 (Legal Post)

Northern Ireland

The Registrar of Companies, Companies House,
Second Floor, The Linenhall, 32-38 Linenhall Street,
Belfast, Northern ireland, BT2 8BG

DX 481 NR Belfast 1

ﬂ Further information

For further information, please see the guidance notes
on the website at www companieshouse gov uk
or email enquines@companieshouse gov uk

This form 1s available in an
alternative format Please visit the
forms page on the website at
www.companieshouse.gov.uk

This has been provided free of charge by Companies House

CHFPQOO
05110 Version 40




