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MARSH & McLENNAN COMPANIES is a global professional services

firm offering clients advice and solutions in the areas of risk, strategy, and human capital.

We are:

MARSH, a global leader in insurance broking and risk management.

GUY CARPENTER, a global teader in risk and reinsurance intermediary services.
MERCER, a global leader in talent, health, retirement, and investment consulting.

OLIVER WYMAN, a global leader in management consulting.

With annual revenue exceeding $12 billion, Marsh & McLennan Companies’

55,000 colleagues worldwide provide analysis, advice, and transactional capabihities

to clients in more than 130 countries. The Company prides itself on being a responsible
corporate citizen and making a positive impact in the communities in which it operates.




LETTER FROM DAN GLASER,

PRESIDENT AND

CHIEF EXECUTIVE OFFICER

DEAR SHAREHOLDER

am honored and privileged to be the

leader of Marsh & Mclennan Companies

Strong financral and operating performance
in 2013 enabled us to deliver exceptional
value to clients, colleagues, and share-
holders We successfully built upon our
leadership and innovation in risk, strategy,
and human capital, offering services that
heiped clients grow therr businesses and
address and resoive critical issues

We are well-positioned for the future
Our unique combination of businesses,
depth of talent and expertise, vast
global footprint, leadership strength,
and collaborative culture all support
our continued growth

RECORD OF PROVEN
PERFORMANCE

Strong earnings momentum continued
in 2013 Consohdated revenue rose to
arecord $12 3 billion, with underlying
revenue growth of 3% We also achieved
14% growth in adjusted operating
incomet’ to $2 1 billion and an increase
of 180 basis pomnts in the adjusted
operating marginto 17 4%

Our Risk and Insurance Services and
Consulting segments each achieved their
fourth consecutive year of double-digit
growth In adjusted operating iIncome and
margin expansion

Risk and insurance Services had
revenue of $6 6 bitlion, with underlying
revenue growth of 3% at Marsh and 5%
at Guy Carpenter

+ For the sixth consecutive year, the
segment produced double-cigit growth
1n adjusted operating iIncome, nsing
11%in 2013

+ The adjusted margin reached its
highest level in a decade — 22 1%

Marsh delivered another year of strong
performance Revenue of $5 4 billion
reflected underiying revenue growth
across all majer geographies and record
new business of over $1 bifhon Marsh
hroadened 1ts expansive global footprint
in 2013 with the acquisitions of the
leading insurance adwvisors in Peru and the
Dominican Republic, and, in early 2014,
increased the breadth of its operations
with the acquisition of the leading
independent insurance broker in Scotland

Marsh & Mclennan Agency continued

to expand its footpnnt This February, we
acquired Barney & Barney, the 34th-largest
insurance broking firm in the US with

$100 million of annual revenue, which

will serve as Marsh & McLennan Agency’s
western regional hub Since 2009, we have
acquired 35 high-quakity agencies, with
annualized revenue for Marsh & Mclennan
Agency now approaching $600 million

Guy Carpenter produced record revenue
of $1 1 bilhonin 2013, anincrease of 5%
on an underlying basis Three-quarters
of Guy Carpenter’s growth came from
outside of its 25 largest clients, reflecting
astrategy to broaden relationships

by customer size and geography

Guy Carpenter has grown organically

for 20 straight quarters, with average
annual undertying revenue growth of 5%

{1)For a reconcifiohon of non
GAAP results to GAAP results
with respect to all nors GAAP
references presented in this
letter please refer to the
Company s Form BK dated
February 11 20t4 avalable
onthe Company’s website ot
WWW mime com




Qur Consulting segment continued to

make substantial progress to increase

profitability

» Revenue of $5 7 bilhon increased 2%
on an underlying basis

» Adjusted operating income rose to
$847 million, an increase of $100 mdlion,
or 13%, from the prioryear

+ The segment’s adjusted margin
ncreased 160 basis pointsto 14 9%

Mercer’s solid underlying revenue
growth across all of its geographic
regions fueled the Consulting segment’s
record profitabihty Mercer’s revenue
was $4 2 billion, an underlying increase
of 4% for the third consecutive year
Mercer launched Mercer Marketplace in
2013, 1its private US healthcare exchange,
which delivers a differentiated platform
for the middle market and large clients
Since tts launch, Mercer has added 67
companies, representing more than
280,000 lives, including retirees as welt
as active employees

Olwver Wyman's underlying revenue
growth steadily improved throughout
2013 Revenuewas$1 Sbillion, a
modest decrease from 2012, as sold
growth in Financial Services, Lippincott,
MNERA Economic Consulting, and the
Internatronal regions was offset by
declines in other practices

COMMITMENT TO GROWTH

As we look ahead, our strategy for
achieving profitable growth wil! not
change We are commutted to producing
long-term growth in revenue and earnings
and are exceptionalty proud of our record
cf generating consistently higher earnings
pershare Adjusted EPSrose 13 4% 1n
2011,156%1n 2012, and 15 3% 1n 2013
QOver the same three-year genod, the
consolidated adjusted operating margin
improved 330 basis points In 2013, total
shareholder returnwas 44%, an outstanding
achievement, and well above the return
of the S&P 500 Index

Dan Glaser
President and Chief Execuuve Officer, Marsh & McLennan Companies

Qur abihity to generate high levels of
cash 1s one of our greatest strengths
Strong cash flow has given us the
opporturuty to preserve our operational
and financial flexibility, support EPS
growth, fund reinvestments in our
businesses, make acquisitions, and
return capital to shareholders through
dividends and share repurchase In 2013
alone, dividends and share repurchase
totaled nearly $1 1 billion

In fact, we have a consistent record of
share repurchase Since 2010, we have
bought back epproximately 35 millicn
shares of our common stock for over

$1 2 bithon Based upon the current
market environment and our expectations
for our future financial performance, we
are committed to buying back enough
stock to reduce the number of shares
outstanding on an annual basis

The payment of dividends to shareholders
1s sacrosanct In 2013, we increased our
quarterly cash dividend by 9% and

are committed to double-digit growth
inannual dividends

Strong cash flow also supports our tar-
geted acquisition strategy Since 2009,
we've completed 57 transactions — what
I hike to call a "string of pearls” — each one
making our enterprise stronger

CULTURE ISTHE FOUNDATION
Qur ability to shape our future and
continue to succeed in any economic
environment begins with our people and
rests on the strength of our culture —
which 1s founded in values of integrity,
respect, teamwork, and excellence



* We act with integnity, treat each other
with respect, and hold ourselves to
the highest ethical and professionat
standards We are guided by our Code
of Conduct, The Greater Good, which
has helped us establish a culture of nisk
mindfulness and communicate the
non-negotiable standards that apply
to all of our colleagues Last year, we
introduced our first Risk Appetite
Statement, a framework for colleagues
and the businesses within our Company
to effectively and intelligently manage
nsk within our operations

We encourage our ¢olleagues to work
collaboratively We bring the best
rdeas forward and deliver high-impact
solutions to our clients

We strive to produce exceptional
results Quremphasisisonfinding
the smarter, better, simpler way, and
on continucusly challenging each
other to produce the best work and
achieve excellence

We give colleagues the opportunity
to contnibute and thrive We are
commutted to developing great leaders
and professionals and investing 1n
programs that support our colleagues’
learning and development We recognize
the value of a transparent, cohesive
culture — one that provides forums

to let every voice be heard and one
that supports diverse cultures and 1s
respectful and appreciative of the value
of different perspectives

We encourage colleagues to volunteer
and contribute to communities
where we live and work, helping
others chart paths to bnghter futures
We are expanding our efforts to
manage our environmental impact,
including reductions in our global
real estate footprint and encouraging
behaviors at work that support
environmental sustainability

DEPTH OF LEADERSHIP

We pride ourselves on the deep bench
strength within our semor management
team — and within feadership teams
throughout the enterpnse — as we
rnovate and perform in a fast-changing
business environment

We also have a highly effective Board of
Directors, all the members of which are
esteemed leaders in thew own nght

Their knowledge, gusdance, and insights
are highly valued by our management
team Inachange effective January 2014,
Zachary W Carter, who had been a
member of our Board of Directors since
2004, resigned to serve in the admunistration
of newly elected New York City Mayor
Billde Blasio We thank Zach for his many
contributions as a director, and we wish
him much success in his new role

For more than 140 years, Marsh & Mclennan
Companies has been meeting the evolving
needs of clients New opportunities
abound because of our leadership in our
businesses, strong financial position,
unique combination of abilities, and scale
I am thankful to our 55,000 colleagues
whose dedication, intelligence, and
consistent efforts allow us to innovate
and achieve success | appreciate the
continued trust our chents place 1n us and
thank our shargholders for their support
We are deeply commutted to creating
supertor returns for shareholders in the
years to come

Best regards,

Corl ooy

Dan Glaser
President and Chief Executive Cfficer
Marsh & Mclennan Companies

February 27 2014
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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
Secunities 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 concitional tense
verbs like “could,” “may,” “might,” “should,” “will” and *would * For example, we may use forward-looking
statements when addressing topics such as the outcome of contingencies, the expected impact of
acquisitions and dispositions, the impact of competition, pension obligations, the impact of foreign
currency exchange rates, our effective tax rates, changes in our business strategies and methods of
generating revenue, the development and performance of our services and products, changes in the
compositicn or level of our revenues, our cost structure, dividend policy, cash flow and hquidity, 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 imphed in our forward-looking statements
include, among other things

* our exposure to potenttal iabilities anising from errors and omissions claims against us,

« the impact of competition, including with respect to our geographic reach, the sophistication and
quality of our services, our pricing relative to competitors, our customers' option to self-insure or
utihize internal rescurces instead of consultants, and our corporate tax rates relative to a number
of our competitors,

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

= our ability to maintain adequate physical, technical and administrative safeguards to protect the
secunty of confidential information or data, and the potential of a system or network disruption
that results in regulatory penalties, remedial costs and/or the improper disclosure of confidential
information or data,

= our exposure to potential cniminal sanctions or civil remedies If we fail to comply with foreign and
U S laws and regulations that are applicable in the domestic and international junisdictions in
which we cperate, including trade sanctions laws relating to countries such as Cuba, Iran, Sudan
and Syna, anti-corruption laws such as the U S Foreign Corrupt Practices Act and the U K
Bribery Act 2010, local laws prohibiting corrupt payments to government officials, as well as
import and export restrictions,

« our ability to make acquisitions and dispositions and to integrate, and realize expected synerges,
savings or 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 impact on our net Income caused by fluctuvations in foreign currency exchange rates,

= our ability to successfully recover should we expertence a disaster or other business continuity
problem, such as an earthquake, hurricane, flood, terrorist attack, pandemic, secunty breach,
cyber attack, power loss, telecommunications falure or other natural or man-made disaster,

= the impact of changes In interest rates and detenoration of counterpany credit quality on our
results related to our cash balances and investment portfolios, iIncluding corporate and fiduciary
funds,

= the potential mpact of rating agency actions on our cost of financing and abihity to borrow, as well
as on our operating costs and competitive position,

= changes in applicable tax or accounting requirements, and

= potential Income statement effects from the application of FASB's ASC Topic No 740 (“Income
Taxes") regarding accounting treatment of uncertain tax benefits and valuation allowances,
including the effect of any subsequent adjustments to the estimates we use In applying this
accounting standard




The factors entified above are not exhaustive Marsh & McLennan Companies and its subsidianes
operate in a dynamic business environment in which new nisks may emerge frequently Accordingly, we
caution readers not to place undue rellance on the above forward-looking statements, which speak oniy
as of the dates on which they are made The Company undertakes no obligation to update or revise any
forward-looking statement to reflect events or circumstances arnising after the date on which it 1s made
Further information concerning Marsh & MclLennan Companies and its businesses, including information
about factors that could matenally affect our results of operations and financial condition, 1s contained in
the Company's fiings with the Securities and Exchange Commisston, including the “Risk Factors” section
in Part |, Item 1A of this report
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PART |
ITEM 1 BUSINESS.

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

GENERAL

The Company Is a global professional services firm providing advice and solutions principally in the areas
of nsk, strategy and human capital It s the parent company of a number of the world's leading nsk
experts and specialty consultants, including Marsh, the insurance broker, intermediary and risk advisor,
Guy Carpenter, the nisk and reinsurance specialist, Mercer, the provider of HR and related financial
advice and services, and Qliver Wyman Group, the management, economic and brand consultancy With
approximately 55,000 employees worldwide and annual revenue of approximately $12 3 billion, the
Company provides analysis, advice and transactional capabilities to chents in more than 130 countries

The Company conducts business through two segments

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

+ Consuiting includes Health, Retirement, Talent and Investments consulting services and
products, and specialized management and eccnomic consulting services We conduct business
in this segment through Mercer and Oliver Wyman Group

We describe our current segments in further detail below We provide financial information about our
segments tn our consolidated financial statements included under Part H, 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 revenue
in 2013 and employs approximately 29,000 colleagues worldwide The Company conducts business in
this segment through Marsh and Guy Carpenter

MARSH

Marsh 15 a world leader in delivering nsk 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 chents and
the insurance industry, introducing and promaoting the concept and practice of client representation
through brokerage, the discipline of sk management, the globahzation of insurance and nsk
management services and many other innovative tools and service platfarms

Marsh generated approximately 45% of the Company's total revenue in 2013 Approxamately 26,600
Marsh colleagues provide nsk management, nsk consulting, insurance broking, alternative nsk financing,
and insurance program management services to a wide range of businesses, government entities,
professional service organizaticns and individuals in more than 130 countnes

Marsh's clients vary by size, Industry, geography and nsk exposures Marsh 1s organized to serve clients
efficiently and effectively, delivening tallored solutions based on complexity of nsk and geographic
footprint, and matched to clients’ buying styles

Insurance Broking and Risk Consulting

In its main insurance broking and nisk consulting husiness, Marsh employs a team approach to address
clients' sk management and insurance needs Each client relationship 1s coordinated by a client
executive or chent manager who draws from the many industry and nsk specialttes within Marsh to
assemble the resources needed to analyze, measure and assist a chent in managing its vanous rnisks
Product and service offerings include program design and placement, post-placement program support
and administratton, claims support and advocacy, alternative risk strategies, and a wide array of nsk
analysis and risk management consutting services Within Marsh, there are significant specialties or

1




businesses in addition to its main brokerage operations that serve as an imporiant part of the overall
capabilities it offers clients These include Global Risk and Specraities, Multinational Chient Service,
Bowning Marsh, Marsh & McLennan Agency, Schinnerer Group, and Sponsored Program & Franchise,
Private Client Services

Risk, Specialty and Industry Practices. In further support of its clients' strategic, operational and nsk
management objectives, Marsh provides consultative advice, brokerage and claims advocacy services
through dedicated global practices 1n the areas listed below For beth large and mid-size organizations,
colleagues in these practices apply their expenence and working knowledge of clients’ industry sectors,
and of the unique environments In which they operate, to faciitate the requisite breadth of coverage and
to reduce the cost of rnisk

Risk & Specialty Practices Industry Practices
- Aviation & Aerospace « Agniculture
+ Casualty - Chemicals
+ Clatms « Communtcations, Media and Technology
- Employee Benefits - Construction
« Energy + Education
+ Environmental + Financial Instituttons
- Financial and Professional (FINPRO} + Healthcare
- Marine » Hospitalty & Gaming
- Political Risk - Life Sciences
» Premium Finance « Manufacturing and Automotive
+ Private Equity and Mergers & Acquisitions (PEMA) - Mining, Metals & Minerais
+ Product Recall - Power & Utilities
- Project Risk « Public Entities
- Property - Real Estate
« Surety + Retail / Wholesale
+ Trade Credit - Sports, Entertainment & Events
« Workers' Compensation  Transportation

Global Risk and Specalties

Effective January 1, 2014, the management of Marsh Global Analytics, Marsh Risk Consulting, Captive
Solutions, CS STARS, Insurer Consulting Group and Marsh's Specialty Practices were combined into one
business unit called Global Risk and Specialties

Marsh Global Analytics (MGA) helps organizations use data and analytical tools to better understand
risks, make more informed decisions, support the implementation of innovative solutions and strategies,
and ultimately reduce costs The principat tools employed include data from Marsh's extensive Global
Benchmarking Portal, statistical and financial analyses, decision modeling, catastrophic loss modeling,
and the Marsh Analytical Platform (MAP)

Marsh Risk Consulting (MRC) 1s a globa! organization compnsed of specialists dedicated to providing
clients with advice and solutions across a comprehensive range of insurable and non-insurable nsk
issues MRC helps clients identify exposures, assess critical business functions and evatuate existing nsk
treatment practices and strategies MRC provides client services in four main areas of exposure

«  Property Risk Consulting Delivers a range of property rnsk engineenng and loss control
Identification, assessment, and mitigation consulting solutions

»  Workforce Strategies Supports clients' efforts to reduce workers' compensation [0ss costs,
Increase the quality, safety, and efficiency of operations, and develop and implement sustainable
safety and health management systems
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«  Financial Advisory, Claims, Liigation Support Provides a range of services, including forensic
accounting, complex claim consulting and management, claim accounting preparation, mass tort
consulting, and construction delay and dispute consulting

= Strategic Risk Consulting Provides a range of services, including supply and valug chain
management, cnsis management, reputational nsk, and enterprise nsk and resiliency services

Captive Soluttons Operating in 29 captive domiciles, along with consulting expertise residing in Marsh
brokerage offices worldwide, the Captive Solutions practice serves more than 1,200 captive facilities,
including single-parent captives, reinsurance pools, nsk retention groups and others The practice
Iincludes the Captive Advisory group, a consulting arm that performs captive feasthility studies and helps
to structure and implement captive solutions, and Captive Management, an industry leader in managing
captive facilities and in providing administrative, consultative and insurance-related services

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

Insurer Consulting Group Marsh provides consuliing, data analytics and other services to insurers
Through Marsh's patented electronic platform, MarketConnect, and through other data analyses, Marsh
provides to insurers individualized preference setting and nsk identification capabilities, as well as
detalled performance data and metnics Insurer consulting teams review performance metncs and
preferences with insurers Marsh's Insurer Consulting services are designed to improve the product
offerings avallable to Marsh's clients, assist insurers in identifying new opportunities, and enhance
insurers’ operational efficiency The scope and nature of the services vary by insurer and by geography

Muitinational Chent Service

Multinational Chent Service (MCS) 1s focused cn delivering service excellence and insurance solutions to
multinational clients, irrespective of their size MCS provides nsk management programs with a service
platform that comprises a combinatian of proprietary tools and technology and specialized resources
MCS provides global expertise and an intimate knowledge of local markets, helping chents navigate local
regulatory environments and address the worldwide nsk 1ssues that confront them

Bowring Marsh

Bowring Marsh 1s an international placement broker for property (including terronsm) and casualty risks
Bowring Marsh utilizes placement expertise in major international insurance market hubs, including
Bermuda, Brazil, China, Dubai, Dublin, Hong Kong, London, Madnd, Miami, Singapore, South Korea,
Tokyo and Zunch, and an integrated global network to secure advantageous terms and conditions for its
clients throughout the world

Marsh & McLennan Agency

Established in 2008, the Marsh & McLennan Agency {("MMA") meets the needs of mid-sized businesses
in the United States MMA's services are targeted to customers who seek professional advice on program
structure, market knowledge, expenence and expertise in ther industry, competitive prices, and local
resources and service professionals MMA offers a broad range of commercial property, casualty and
surety products and services, personal ines, as well as a broad range of solutions for employee heatth
and benefits, retirement and admirustration needs, and Iife insurance/estate planning to clients through a
dedicated sales and service force in retail locations, operating separately and in coordination with Marsh's
other insurance broking operations

Schinnerer Group

As one of the largest underwnting managers of professional liability and specialty insurance programs in
the Uruted States, Victor O Schinnerer & Co provides sk management and insurance solutions to
clients through hicensed brokers This group includes ENCON Group Inc , a leading managing general
agent in Canada ENCON offers professional liabiity 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 adwvisors

Sponsocred Programs, Private Client Services

Marsh also operates business units that focus on affinity/program marketing and administration
opportunities and high net worth individual Insurance sales Sponsored Programs is an affimsty/program
business that customizes commercial insurance programs and other business management solutions to
meet the needs of franchisors/franchisees, iIndependent contractors, and other networks of businesses
and therr affiliates Private Client Services provides sales and service to high net worth individuals,
families and their advisors and focuses on delivery of property and casualty nsk management solutions

GUY CARPENTER

Guy Carpenter generated approximately 9% of the Company's total revenue 1n 2013 Over 2,300 Guy
Carpenter professionals help clients achieve profitable growth with a combination of specialized
remsurance broking expertise, strategic advisory services, and industry-leading analytics Guy Carpenter
teams create and execute reinsurance and risk management solutions for chents worldwide, by providing
nsk assessment analytics, actuanal services, highly specialized product knowledge and trading
relationshups with reinsurance markets Chent services also inctude contract and claims management and
fiduciary accounting

Acting as a broker or intermediary on all classes of reinsurance, Guy Carpenter piaces two main types of
property and casualty reinsurance treaty reinsurance, which involves the transfer of a portfclio of rnisks,
and facultative reinsurance, which entails the transfer of part or all of the coverage provided by a single
insurance policy

Guy Carpenter also provides reinsurance services In a broad range of specialty practice areas, including
agnculture, alternative risk transfer (such as group-based captives and insurance pools), aviation &
aerospace, casualty clash (fosses involving multiple policies or insureds), construction and engineenng,
credit, bond & political nisk, excess & umbrella, general casualty, life, accident & health, marme and
energy, medical professional hability, professional hability, program manager solutions, property,
retrocessional remsurance (reinsurance between reinsurers), surety (reinsurance of surety bonds and
other financial guarantees), terror risk and workers compensation

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

In addition, Guy Carpenter provides its clients with numerous reinsurance-related services, such as
actuanal, enterprise risk management, financial and regulatcry 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 their businesses Working 1n close
partnership with Guy Carpenter account executives, GC Analytics specialists can help support clients'
cnitical decisians in numerous areas, Including reinsurance utihzation, catastrophe exposure portfolio
management, new product/market development, ratling agency, regulatory and account impacts, loss
reserve risk, capital adequacy and return on capital

Compensation for Services in Rigsk and Insurance Services

Marsh and Guy Carpenter are compensated for brokerage and consulting services through commissions
and fees Commission rates vary in amount depending upon the type of insurance or reinsurance
coverage provided, the particular insurer or remnsurer selected, the capacity in which the broker acts, and
negotations with clients Marsh also receives compensation from insurance companies This
compensation includes, among other things, payment for consulting and analytics services provided to
Insurers, administrative and other services provided to or on behalf of insurers (iIncluding services relating
to the administration and management of quota shares, panels and other facilities in which insurers
participate}, and contingent comnmissions in parts of its operations
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Marsh and Guy Carpenter receive interest income on certain funds (such as premiums and claims
proceeds) held in a fiduciary capacity for others For a more detailed discussion of revenue sources and
factors affecting revenue in our Risk and Insurance Services segment, see Part lI, Item 7 ("Management's
Discussion and Analysis of Financial Condition and Results of Operations™) of this report

CONSULTING

The Company's consulting segment generated approximately 46% of the Company's total revenue In
2013 and employs approximately 23,800 colteagues worldwide The Company conducts business in this
segment through Mercer and Oliver Wyman Group

MERCER

Mercer 1s a global consulting leader in Health, Retrement, Talent and tnvestments Mercer helps clients
around the world advance the health, wealth and performance of their most vital asset - their people
Mercer's approximately 20,300 employees are based in more than 40 countries Chents include a majority
of the companies in the Fortune 1000 and FTSE 100, as well as medium- and small-market

organizations Mercer generated approximately 34% of the Company's total revenue in 2013

Mercer operates In the following areas

Heaith. In its Health & Benefits business, Mercer assists public and private sector employers in the
design, management and administration of employee heaith care programs, comphance 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, Iife and disability management, and
measurement of healthcare provider performance These services are provided through traditional
consulting as well as commission-based brokerage services In connectien with the selection of insurance
companies and healthcare providers Mercer also provides products and solutions for private active and
retiree exchanges, including its Mercer I\,c'larketplaceSM private active exchange

Retirement. Mercer provides a wide range of strategic and compliance-related retirement services and
solutions to corporate, governmental and institutional clients Mercer assists clients worldwide 1n the
design, governance and nsk management of defined benefit, defined contribution and hybrid retirement
plans Mercer's approach to retirement services enables clients to consider the benefits, accounting,
funding and investment aspects of plan design and management in the context of business objectives
and governance requirements

Talent. Mercer's talent businesses advise organizations 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 support tools, Mercer's
Information Products Solutions business provides chients with human capital information and analytical
capabilities to improve strategic human capital deciston making Mercer's Communications business
heips clients to plan and implement HR programs and other organizational changes designed to
maximize employee engagement, drive desired employee behaviors and achieve improvements in
business performance

Investments. Mercer provides investment consulting and other services to the sponsors of pension
funds, foundations, endowments, other investors and wealth management comparies in more than 35
countries Mercer's services cover all stages of the institutional investment process, from strategy,
structure and implementation to ongoing portfolio management

Mercer provides delegated investment (fiduciary management) solutions to institutional investors (such as
retirement plan sponsors and trusiees) and to individual investors {primarily through the inclusion of funds
managed by Mercer on defined contribution and weaith management platforms) Solutions include
bundled services for defined benefit plans utihzing our expertise in lability-driven investment and actuanal
techniques, and personal wealth solutons Mercer offers a diverse range of solutions to meet a full
spectrum of nsk/return preferences and manages investment vehicles across a range of investment
strategies for clients globally As of December 31, 2013, Mercer had assets under management of $87
billion worldwide



Mercer also provides benefits administration services to clients globally as part of its Retirement, Health
and Investments businesses Mercer's administration offerings include total benefits outsourcing, total
retirement outsourcing, including admimnistration and delivery for retirement benefits, and stand-alone
services for defined benefit administration, defined contnbution admimstration, health benefits
administration and flexible benefits programs

OLIVER WYMAN GROUP

With approximately 3,500 professionals and offices in 26 countries, Oliver Wyman Group delivers
advisory services to clients through three operating units, each of which 15 a leader in ts field Olver
Wyman, Lippincett, and NERA Economic Consulting Oliver Wyman Group generated approximately 12%
of the Company's total revenue in 2013

Oliver Wyman is a leading global management consuiting firm Oliver Wyman's consultants specialize by
industry and functional area, allowing clients to benefit from both deep sector knowledge and specialized
expertise In strategy, operations, nsk management and organizational transformation Industry groups
include

+  Automotive,

+  Awviation, Aerospace and Defense,

«  Communications, Media and Technology,

»  Energy,

« Financial services, Including corporate and institutional banking, insurance, wealth and asset
management, public policy, and retail and business banking,

+ Industnal products and services,

« Health and life sciences,

+ Retail and consumer products, and

»  Surface transportation

Clhiver Wyman overlays its industry knowledge with expertise in the following functional specializations

« Actuanal Oliver Wyman offers actuarial consulting services to public and pnvate enterpnses,
self-insured group organizations, insurance companies, government entifies, insurance regulatory
agencies and other organizations

+  Business and Orgamization Transformation  Qliver Wyman advises organizations undergoing or
anticipating profound change or facing strategic discontinuities or risks by providing guidance on
leading the nstitution, structunng its operations, improving its performance, and building its
organizational capabilities

«  Comorafe Finance & Restructunng Oliver Wyman provides an array of capabilities to support
investment deciston making by private equity funds, hedge funds, sovereign wealth funds,
investment banks, commercial banks, arrangers, strategic investors, and insurers

+  Risk Management Oliver Wyman works with chief financial officers, chief nsk officers, and other
senior finance and nisk management executives of corporations and financial institutions  Oliver
Wyman provides a range of services that provide effective, customized solutions to the
challenges presented by the evolving roles, needs and pnonties of these individuals and
organizations

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

- Operations and Technology Oliver Wyman offers market-leading IT orgamzation design, IT
economics management, Lean Six Sigma principles and methodologies, and sourcing expertise
to chents across a broad range of industries

«  Strategy Olver Wyman 1s a leading provider of corporate strategy advice and solutions in the
areas of growth strategy and corporate portfolio, non-organic grewth and M&A, performance
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improvement, business design and innovation, corporate center and shared services, and
strategic planning

Lippmcottis a brand strategy and design consulting firm which advises corperations around the world in
a varnety of industnes 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 1ssues ansing from competition,
regulation, public policy, strategy, finance and liigation NERA professionals operate worldwide assisting
chients including corporations, governments, law firms, regulatory agencies, trade associations, and
international agencies NERA's specialized practice areas include antitrust, securities, complex
commercial litigation, energy, envirgnmental economics, network industries, intellectual property, product
liability and mass torts, and transfer pricing

Compensation for Services in Consulting

Mercer and the Oliver Wyman Group businesses are compensated for advice and services prmarnily
through fees paid by clients Mercer's Health & Benefits business 1s compensated through commissions
for the placement of insurance contracts (compnsing moere than half of the revenue in the Health &
Benefits business) and consulting fees Mercer's delegated Investment Management business and
certain of Mercer's defined contribution administration services are compensated typically through fees
based on assets under administration andfor management Mercer Investments pays investment fees to
sub-advisors and reports revenue on a gross basis For a more detailed discussion of revenue sources
and factors affecting revenue in the Consulting segment, see Part I, ltem 7 (*“Management's Discussion
and Analysis of Financial Condition and Results of Operations™) of this report

REGULATION

The Company's activities 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 subsidiaries
operate See Part |, Item 1A ("Risk Factors”) below for a discussion of how actions by regulatory
authorities or changes in legislation and regulation in the junisdictions 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 foretgn junsdictions require insurance market intermediaries and related
service providers {such as insurance brokers, agents and consultants, reinsurance brokers, managing
general agents and third party admirustrators) to hold an individual and/or company license from a
governmental agency or self-regulatory organization Some junsdictions issue licenses only to individual
residents or locally-owned business entities, in those mstances, If the Company has no hcensed
subsidiary, it may maintain arrangements with residents or business entities licensed to act in such
junsdiction Such arrangements are subject to an internal review and approval process Licensing of
reinsurance intermediary brokers 1s generally less ngorous as compared to insurance regulation, and
most Jurtsdichions require only corporate reinsurance intermediary licenses

Beginning 1n January 2005, all European Union member states were required to implement the Insurance
Mediation Directtve This Directive aims to apply consistent mimimum professional standards to insurance
and reinsurance intermedianes, including a licensing system based on an assessment of factors such as
professional competence, financial capacity and professional indemnity insurance The adoption by
member states of the European 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 pan of the implementation of the Directive in the United Kingdom, the power and
responsibilities of the Financial Services Authonty ("FSA") were expanded to include regulation of
insurance and reinsurance intermedsaries in the United Kingdom In April 2013, the FSA was superseded
by the Financial Conduct Autharity (“FCA") In April 2014, the FCA's responsibilities will be further
expanded to include the regulation of consumer credit activities (such as offering financing for consumers
to meet their premiums)




Insurance authornties in the United States and certain other junsdictions in which the Company's
subsidiaries do business, including the FCA 1In 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 limit the types of investments that may be made with them, and generally apply to both the insurance
and reinsurance business The rules in the United Kingdom are currently being reviewed by the FCA with
changes intended to provide enhanced protection to customer funds expected in the first quarter of 2014

Certain of the Company's Risk and Insurance Services activities are governed by other regulatory bodies,
such as investment, secunties and futures licensing authornties In the United States, Marsh and Guy
Carpenter use the services of MMC Secunities Corp , a broker-dealer, investment adviser and introducing
broker, registered in the U S with the SEC and the Commodity Futures Trading Commission ("CFTC")
and a member of the Financial Industry Regulatory Authonty ("FINRA™), the National Futures Association
and the Secunties Investor Protection Corporation ("SIPC"), pnmarily in connection with investment
banking-related services relating to insurance-inked and alternative rnisk financing transactions Also in
the United States, Marsh uses the services of NIA Secunties, LLC, aU S registered broker-dealer and
member of FINRA and SIPC In the United Kingdom, Marsh and Guy Carpenter utilize the expertise of
GC Secunties, part of MMC Secunties (Europe) Limited, which 1s authonzed and regulated by the FCA to
provide advice on secusities and investments, including mergers & acquisitions 1n the European Union
MMC Securnties Corp , MMC Securities (Europe) Limited, NIA Secunties, LLC, and Marsh Investment
Services Limited are indirect, wholly-owned subsidiaries of Marsh & McLennan Companies, Inc

In some junisdictions, insurance-related taxes may be due either directly from chents or from the
insurance broker In the latter case, the broker customarily looks to the chent for payment

Consulting Certain of Mercer's retirement-retated consulting and investment services are subject to
pension law and financial regulation in many countries, including by the SEC n the United States and the
FCAn the United Kingdom In 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 retrement and employee benefit program
administrative services provided by Mercer and its subsidiaries and affiliates are also subject to
investment and secunties regulations in vanous junsdictions, including the Department of Labor and the
CFTC in the United States, and the Australian Prudential Reguiation Authority and the Australian
Securities and Investments Commission In the United States, Mercer provides investment services
through Mercer Investment Management, Inc and Mercer Investment Consulting, Inc , each a registered
investment adviser Mercer Trust Company, a New Hampshire chartered trust bank, provides services for
Mercer's benefits administration and investment management business in the United States The benefits
Insurance consulting and brokerage services provided by Mercer and its subsidiaries and affiliates are
subject to the same hicensing reguirements and regulatory oversight as the insurance market
intermedianes described above regarding our Risk and Insurance Services businesses Mercer uses the
services of MMC Secunties Corp with the provision of certain retirement and employee benefit services
Oliver Wyman Group uses the services of MMC Securities Corp (in the United States) and MMC
Secunties {Europe) Limited (in the European Umon), primanly in connection with corporate finance
advisory services

COMPETITIVE CONDITIONS

The Company faces strong competition in 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 1n attracting and retaining qualified employees In addition to the discussion below, see
“Risks Relating to the Company Generally-Competitive Risks,” in Part [, ltem 1A of this report

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
businesses compete include the range, quabty 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 natlonwide or worldwide basis, from a large number of regional and local firms in the United
States, the European Union and elsewhere, from insurance and reinsurance companies that market,
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distribute and service therr insurance and reinsurance products without the assistance of brokers or
agents and from other businesses, including commercial and iInvestment banks, accounting firms and
consultants, that provide nsk-related services and products

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

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

Mercer's investments business faces competition from many sources, including multi-manager services
offered by other investment consulting firms and financial mstitutions In many cases, clients have the
option of handhng the services provided by Mercer and Oliver Wyman Group internally, without
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 1s incorporated herein by reference to Note 16 to the consolidated financial statements
inctuded under Part Il, Item 8 of this report

Employees

As of December 31, 2013, the Company and its consolidated subsidianes employed approximately
55,000 people worldwide, including approximately 29,000 1n nsk and insurancge services, 23,800 in
consuiting, and 1,700 indnviduals at the parent-company level

EXECUTIVE OFFICERS OF THE CCMPANY

The executive officers of the Company are appointed annually by the Company’s Beard of Directors The
following individuals are the executive officers of the Company

Peter J. Beshar, age 52, 1s Executive Vice President and General Counsel of Marsh & McLennan
Companies In additton to managing the Company's Legal function, Mr Beshar also oversees the
Company's Government Relations, Risk Management and Public Relations groups Before joining Marsh
& McLennan Companies in November 2004, Mr Beshar was a Litigation Partner in the law firm of
Gibson, Dunn & Crutcher LLP Mr Beshar joined 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

J. Michael Bischoff, age 66, is the Company's Chief Financial Officer Mr Bischoff has held a number of
senior financial management positions with Marsh & McLennan Compames since joining the Company In
1982 In hus most recent role as Vice President, Corporate Finance, Mr Bischoff was responsible for
leading and directing the Company's Corporate Development, Mergers & Acquisttions, Treasury and
Investor Relations functions His prior experience was with the Board of Governors of the Federal
Reserve System

E. Scott Gilbert, age 58, 1s Senior Vice President and Chief Risk and Compliance Officer of Marsh &
McLennan Companies In addition to managing the Company's Risk and Compliance function, Mr Gilbert
also oversees the Company's Business Reslliency Management, Global Secunty and Global Technology
Infrastructure groups Pnior to joining Marsh & McLennan Companies in January 2005, he had been the
Chief Compliance Counsel of the General Electnc Company since September 2004 Prior thereto, he was
Counsel, Litigation and Legal Policy at GE Between 1986 and 1992, when he joined GE, he served as an
Assistant United States Attorney in the Southern District of New York
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Daniel S. Glaser, age 53, 1s President and Chief Executive Officer of Marsh & McLennan Companies
Prior to assuming this role in January 2013, Mr Glaser served as Group President and Chief Operating
Officer of Marsh & McLennan Companies from April 2011 through December 2012, with strategic and
operational oversight of both the Risk and Insurance Services and the Consulting segments of the
Company Mr Glaser rejoined Marsh in December 2007 as Chairman and Chief Executive Officer of
Marsh In¢ after serving in senior positions in commercial iInsurance and insurance brokerage in the
United States, Europe, and the Middle East He began his career at Marsh 30 years ago Mr Glaser s a
former Chairman of BritshAmerncan Business and serves on its International Advisory Board He 1s a
member of the Board of Directors of Insurance Information Institute, the Board of Trustees of the
Amencan Institute for Chartered Property Casualty Underwniters and the Board of Trustees of Chio
Wesleyan University

Laurie Ledford, age 56, 1s the Company's Senior Vice President and Chief Human Resources Officer
Ms Ledford 1s responsible for the firm's overall human capital and talent strategy and the delivery of
human resources services to approximately 54,500 colleagues worldwide Prior to her current role, Ms
Ledford served as Chief Human Resources Officer (CHRO) for Marsh Inc Ms Ledford joined Marsh 1n
2000 and was named CHRO n 20086, after having served as Senior Human Resources Director for
Marsh's International Specialty Operations Her pnor experience was with Citibank and NationsBank

Scott McDonald, age 47, became the Chief Executive Officer of Oliver Wyman Group and a member of
the Marsh & McLennan Companies Executive Committee effective January 1, 2014 Previously, Scott
was President of Oliver Wyman Before becoming President of Oliver Wyman in 2012, Scott was the
Managing Partner of Cliver Wyman's Financial Services practice In that role, he managed the practice
globally across all of its service Iines and advised senior executives in financial services around the world,
especially on matters of competitiveness and industry regulation and reform Scott joined Oliver Wyman
In 1995, was elected a partner in 2000, and elected by his partners as Managing Partner in 2007 Prior to
becoming Managing Partner of Financial Services, Scott was the Global head of the Corporate &
Institutional Banking practice within Financial Services, which includes Qliver Wyman's activities in
Corporate Banking, Investment Banking, Capital Markets, Asset Management, Exchanges, and other
related businesses Before joining Oliver Wyman, he was an M&A investment banker with RBC Dominion
Securnities \n Toronto

Alexander S. Moczarski, age 58, 1s President and Chief Executive Officer of Guy Carpenter In addition,
Mr Moczarski 1s Chairman of Marsh & McLennan Companies International In this role, Mr Moczarski
oversees the Company's international strategy, as well as its expanding group of Country Corporate
Officers located in regions around the world Prior to being named Guy Carpenter CEQ in April 2011, Mr
Moczarski was President and CEO of the International Division of Marsh Previously, he was CEQ of
Marsh In¢ s Europe, Middle East and Africa region While at Marsh, Mr Moczarsk held several other
roles, including President and CEQ of the firm’s International Specialty Operations and Region Head for
the Latin Amenca and Caribbean Region Before joining Marsh in 1993, Mr Moczarsk worked for AlG for
nearly 15 years, most recently as CEO of the firm's operations in Argentina and Chile

Julio A. Portalatin, age 55, 1s President and Chief Executive Officer of Mercer Prior to joining Mercer,
Mr Portalatin was the President and CEO of Chartis Growth Economies, and Senior Vice President,
American International Group (AIG) In that role, he had responsibility for operations in Asia Pacific, South
Asia, Latin America, Africa, the Middle East and Central Europe Mr Portalatin began his career with AIG
in 1993 and thereafter held a number of key ieadership roies, including President of the Worldwide
Accident & Health Division at American International Underwniters (AlU) from 2002-2007 From
2007-2010, he served as President and CEO of Chartis Europe S A and Continental European Region,
based in Pans, before becoming Preswdent and CEO of Chartis Emerging Markets Prior to joiming AIG /
Chartis, Mr Portalatin spent 12 years with Allstate Insurance Company 1n various executive product
underwriting, distnbution and marketing positions
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Peter Zaffino, age 47, 1s President and Chief Executive Officer of Marsh Prior to being named Marsh
CEOQ in Apnl 2011, Mr Zaffino was President and Chief Executive Officer of Guy Carpenter, a position he
assumed in early 2008 Previously, 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 Specialty Practices business Mr Zaffino has over 20 years of expenence in the Insurance
and Remnsurance industry Prior to Jjoining Guy Carpenter in 2001, he held several senior positions, most
recently serving In an executive role with a GE Capital portfolio company

AVAILABLE INFORMATION

The Company I1s subject to the informational reporting requirements of the Securities 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 reports on Form 8-K The Company makes these reports
and any amendments to these reports available free of charge through its website, www mmc com, as
soon as reasonably practicabie after they are filed wath, or furrished te, 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 1ssuers, 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 Conduct, The Greater Good,
+  Procedures for Reporting Complaints and Concerns Regarding Accounting Matters, and

+ the charters of the Audit Committee, Compensation Committee, Comphiance and Risk Committee,
Corporate Responsibility Committee and Directors and Governance Commuittee of the Company’s
Board of Directors

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

Item 1A Risk Factors

You should consider the nisks described below in conjunction with the other information presented in this
report These nsks 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

Qur 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 subsidianes are subject to a significant number
of errors and omussions, or “E&O” claims In our Risk and Insurance Services segment, such claims
inciude allegations of damages ansing from our fallure to adequately place coverage or notify nsurers of
potential clarms on behalf of clients In our Consulting segment, such claims mclude allegations of
damages ansing from our actuanal, consulting, iInvestments, pension administration and other services,
which frequently involve (1) assumptions and estimates concerning contingent future events, (2) drafting
and interpretabion of complex documentation governing pension pians, (3) calculating benefits within
complicated pension structures and (4) the provision of investment advice and management of chent
assets Given the long-tail nature of professional lability claims, E&O matters often relate to services
provided by the Company dating back many years E&O clams may seek damages, including punitive
and treble damages, in amounts that could, if awarded, be significant and subject us to hability for
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monetary damages, negative publicity, and reputational harm and dwert personnel and management
resources The Company has varying levels of thurd-party insurance coverage, with policy imits and
coverage terms varying signsficantly by policy year

in establishing habilties for E&O claims in accordance with FASB ASC Subtopic No 450-20
(Contingencies-Loss Contingencies), the Company utlizes case level reviews by inside and outside
counsel, an internal actuanal analysis and other analysis to estimate potential losses A habilty 1s
established when a loss i1s both probable and reasonably estimable The labihty 1s reviewed guarterly and
adjusted as developments warrant In many cases, the Company has not recorded a liability, other than
for legal fees to defend the claim, because we are unable, at the present ime, to make a determinatton
that a loss 1s both probable and reasonably estmable Nevertheless, given the unpredictabihty of E&O
claims and of titigation that could flow from them, it 1s possible that an adverse outcome in a particular
matter could have a material adverse effect on the Company's business, results of operations, financial
condition or cash flow in a given quarterly or annual penod

Further, as more futly descnbed in Note 15 to our consolidated financ:al statements included under Part I,
Item 8 of this report, we are subject to legal proceedings, regulatory investigations and other
contingencies other than E&O claims which, if determined unfavorably to us, could have a matenat
adverse effect on our business, results of operations or financial conditton

We cannot guarantee that we are or will be in compliance with all current and potentially
applicable U S federal and state or foreign laws and regulations, and actions by regulatory
authorities or changes in legislation and regulation in the jurisdictions in which we operate may
have a material 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 junsdictons in which we operate For
example, we are subject te regulation by foreign and domestic governments, regulatory agencies such as
the SEC in the United States and the FCA In the United Kingdom, and self-regulatory organizations such
as FINRA, as further described above under Part |, Item 1 - Business {Regulation) of this report The
foreign and U S laws and regulations that are applicable to our operations are compiex and may increase
the costs of regulatory compliance, lmit or restnct the products or services we sell or subject our business
to the possibility of regulatory actions or proceedings These laws and regulations inctude trade sanctions
laws relating to countries such as Cuba, Iran, Sudan and Syna, anti-corruption laws suchasthe U S
Foreign Corrupt Practices Act, the U K Bnbery Act 2010 and similar local laws prohibiting corrupt
payments to governmental officials, the Foreign Account Tax Compliance provisions of the Hirnng
Incentives to Restore Employment Actin the U S , as well as import and export restrichions

We are subject to additional federal, state and other rules and regulations, including those required by the
Sarbanes-Oxley Act of 2002 and the Dodd-Frank Wall Street Reform and Consumer Protection Act
Compliance with the requirements of these laws and regulations, among others, 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 regufations at all times or that we will be able to comply
with any future laws or regulations If we fail to comply with applicable laws and regulations, including
those referred to above, we may be subject to investigations, cnminal sanctions or civil remedies,
including fines, injunchions, 1oss of an operating license or approval, increased scrutiny or oversight by
regulatory authonties, the suspension of iIndividual employees, imitations on engaging in a particular
business or redress to clients The cost of compliance or the consequences of non-comphiance could
have a matenal adverse effect on our business, results of operations or financial condition In addition,
these matters could have a material adverse effect on the Company by exposing us to negative publicity
and reputational damage or by harming our client or employee relatronships

in maost jurisdictions, government regulatory authorities have the power to interpret or amend applicable
laws and regulations, and have discretion to grant, renew and revoke vanous licenses and approvals we
need to conduct our activites Such authonties may require the Company to incur substanbal increases Iin
costs in order to 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
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state to state or country to country In the event those interpretations eventually prove different from the
interpretations of regulatory authorities, we might be penalized or precluded from carrying on our previous
activites Moreover, the laws and regulations to which we are subject may conflict among the various
junsdictions and countnes in which we operate, which could increase the likelihood of our businesses
being non-compliant it one or more junsdictions

The method by which insurance intermedianes are compensated has received substantial scrutiny from
regulators in the past because of the potential for conflicts of interest The potential for conflicts of interest
arises when an intermediary 18 compensated by two parties in connection with the same or simiar
transactions The vast majonty of the compensation that Marsh receives 1s in the form of retail
commissions and fees The amount of compensation that we receive from insurance companies,
separate from retall commissions and fees, has increased substantially in the last several years This
compensation includes, among other things, payment for consulting and analytics services provided to
insurers, administrative and other services provided to or on behalf of insurers (including services relating
to the administration and management of quota shares, panels and other faciities in which insurers
participate), and contingent commissions i parts of our operations Future changes in the regulatory
environment may impact our ability to collect these revenue streams In addition, these revenues present
potential regulatory, htigation and reputational rnisks that may anse from alleged conflicts of interest or
allegations under antitrust, competition and other laws Adverse regulatory, iegal or other developments
regarding these revenues could have a material adverse effect on our business, results of operations or
financial conditicn, expose us to negative publicity and reputational damage and harm our client, insurer
or other relationships

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

Improper disclosure of confidential, personal or proprietary data, whether due to human error,
misuse of information by employees or vendors, or as a result of cyberattacks, could result in
regulatory scrutiny, legal hiability or reputational harm, and could have an adverse effect on cur
business or operations.

We maintain confidential, personal and proprietary information relating to our company, our employees
and our clients This information includes personally identifiable information, protected health information
and financial information In many junisdictions, particularly in the U 8 and the European Union, we are
subject to laws and regulations relating to the collection, use, retention, security and transfer of this
information These laws apply to transfers of information among our affilates, as well as to transactions
we enter into wath third-party vendors

Data privacy 1s subject to frequently changing laws, rules and regulations in the various junisdictions and
countries in which we operate There 1s a growing body of international data protection laws, which, in
par, includes secunty breach notification obligations, mare stringent operational requirements and
significant penalties for non-compliance In addition, legislators inthe U S are proposing new and more
robust cybersecunty legislation in light of the recent broad-based cyberattacks at a number of companies
These and similar inthatives around the world would add to our IT and complance costs Our failure to
adhere to, or successfully implement processes in response to, changing legal or regulatory requirements
in this area could result in legal habiity or damage to our reputation m the marketplace, as well as the
general risks described herein relating to our compliance systems and controls

We maintain policies, procedures and technical safeguards designed to protect the secunty and privacy of
confidentiat, personal and proprietary information Nonetheless, we cannot eliminate the nsk of human
error or Inadequate safeguards against employee or vendor malfeasance or cyberattacks that could result
In iImproper access to or misuse of confidential, personal or proprietary information In addition, significant
costs are nvolved with maintaining system safeguards for our technology infrastructure If we are unable
to efficiently and effectively maintain and upgrade our system safeguards, including in connection with the
integration of acquisitions, we may incur unexpected costs and certain of our systems may become more
vulnerable to unauthonzed access
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With respect to our commercial arrangements with third-party vendors, we have processes designed to
require third-party IT outsourcing, offsite storage and other vendors to agree t¢ maintain certain standards
with respect to the storage, protection and transfer of confidential, personal and proprietary information
However, we remain at rnisk of a data breach due to the intentional or unintentional non-compliance by a
vendor's employee or agent, the breakdown of a vendor's data protection processes, or a cyberattack on
a vendor’s information systems

We have expertenced data incidents, including breaches, resulting from human error as well as attempts
at unauthonzed access to our systems, which to date have not had a matenal impact on our business or
operations In the future, the cost associated with human error, the misuse of information by employees or
vendors, or a major cyberattack related to our systems {including costs relating tc notification of data
securnity breaches and c¢osts of credit monitonng services) could be substantial Furthermore, the use of
mobile technologies and social media by employees and third parties, and the speed at which information
can be widely distributed, increases the risks associated with the intentionat or unintentional distnbution of
confidential, personal or propretary information Improper access to or disclosure of confidential, personal
or propnietary informaticon could harm our reputation and subject us to hability under our contracts, as well
as laws and regulations, resulting in increased iegal and other costs, disruption of our operations and loss
of revenue

Financial Risks

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

The Company has significant pension obhgations to its current and former employees, totaling
approximately $13 5 bilhion and related plan assets of approximately $13 6 billion at December 31, 2013
The Company's policy for funding its tax guahlfied defined benefit retirement plans 1s to contribute
amounts at least sufficient to meet the funding requirements set forth by U S law and the laws cf the non-
U S junsdictions in which the Company offers defined benefit plans Inthe U S, contributions to the tax-
qualffied defined benefit plans are based on ERISA guideiines Contribution rates for non-U 8 plans are
generally based on local funding practices and statutory requiremnents, which may differ from
measurements under U S GAAP In the U K, for example, contributions to defined benefit pension pians
are determined through a negotiation process between the Company and the plans' trustee that typically
occurs every three years in conjunction with the actuaral valuation of the plans This process 1s governed
by U K pension regulations The assumptions that result from the funding negotiations are different from
those used for U S GAAP and currently result in a tower funded status than under U S GAAP

Duning 2013, the Company contributed $26 milken toits U S pension plans and $620 million to non-U S
pension plans As more fully described in Note 8 to our consolidated financial statements, funding
amounts will be impacted by future asset performance, the assumed interest rates we use to discount our
pension habilities, rates of inflation, mortality assumptions and other vanables impacting the assets and/or
habilities of the plan In accordance with ASC Topic No 715, the Company reflects the over- or under-
funded amount of its pension plans as assets or labilities, respectively Given the magnitude of our
worldwide pension plans, variations in any of the preceding factors could cause significant fluctuation in
our earmnings as well as our equity from year {0 year and may result in increased levels of contributions to
our pension plans, particularly inthe UK

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 These
economic conditions may reduce demand for our services or depress pricing of those services, which -
coutd have a matenal adverse effect on our results of operations Changes in global economic conditions
could also shift demand to services for which we do not have competifive advantages, and this could
negatively affect the amount of business that we are able to obtain Should it become necessary for us to
restructure our business, including reducing our work force, as a result of 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
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Financia! institution failures 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 and investing activities
(including the financing of any future acquisitions)

Our cash investments, including those held in a fiduciary capacity, are subject to generat credit, hquidity,
counterparty, market and interest rate risks that may be exacerbated by the difficulties faced by financial
institution counterparties |f the banking system or the fixed income, credit or equity markets detenorate,
the values and hquidity of our investments could be adversely affected

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 nsk because some of our subsidianes receive revenue other than in
therr functional currencies, and because we must translate the financial results of our foreign subsidiaries
intoU S dollars Qur U S operations earn revenue and incur expenses prmanly in U S dollars In certain
jurisdictions, however, our Risk and Insurance Services operations generate revenue in a number of
different currencies, but expenses are almost entirely incurred in local currency Due to fluctuations in
foreign exchange rates, we are subject to economic exposure as well as currency translation exposure on
the profits of our operations Exchange rate risk could have a significant impact on our business, financial
condition, results of operations or cash flow

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

Dunng times of stress in the banking industry, counterparty nsk can quickly escalate, potentially resulting
in substantial trading and investment losses for corporate and other investors In addition, we may incur

investment losses as a result of unusual and unpredictable market developments, and we may continue

to expenence reduced investment earnings If the yields on investments deemed to be low nsk remain at
or near their current low levels

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 1s 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
dwidends and other payments from our operating subsidiaries to meet our obligations for paying principal
and interest on outstanding debt obligations, for paying dwvidends to stockholders and for corporate
expenses In the event our operating subsidiaries are unable to pay sufficient dividends and other
payments to the Company, we may not be able to service our debt, pay our obligations or pay dividends
on our common stock

Further, the Company dernives 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 to
stockholders are paid from the U S, it 1s important to be able to access the cash generated by our
operating subsidiaries ocutside the U S

Funds from the Company's operating subsidiaries outside the ) S are regularly repatnated tothe U S
via stockholder distributions and intercompany financings A number of factors may anse that could mit
our ability to repatriate funds or make repatriation cost prohibitive, including, but not imited to, foreign
exchange rates and tax-refated costs

In the event we are unable to generate cash from our operating subsidianes for any of the reasons
discussed above, our overall hqu:dity could deteriorate

Credit rating downgrades would increase our financing costs and could subject us to operational
risk

Currently, the Company's senior debt i1s rated Baa2 by Mcody's and A- by S&P The rating from S&P
carnes a Stable outiook, while the rating from Moody’s carries a Positive outlook

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

Our quarterly revenues and profitability may fluctuate significantly.

Quarterly variations in revenues and operating results may occur due to several facters These include

- the significance of client engagements commenced and completed dunng a quarter,

« the possibility that ¢hients 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 hinng and utilization rates and chents' ability to terminate engagements
without penalty,

« seascnality due to the impact of regulatory deadhines, policy renewals and other timing
factors to which our clients are subject,

« the success of our acquisitions or Iinvestments,

» macroeconomic factors such as changes in foreign exchange rates, interest rates and
global secunities 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

« general economic conditions, since results of operations are directly affected by the
levels of business activity of our clients, which in turn are affected by the leve! of
economic activity In the industrnies and markets that they serve

A significant portion of our total aperating expenses 1s relatively fixed in the short term Therefore, a
vaniation in the number of client assignments or in the iming of the initiation or the completion of chent
assignments can cause significant vanations in quarterly operating results for these businesses

If we are unable to collect our receivables, our results of operations and cash flows could be
adversely affected

Our business depends cn our ability to successfully obtain payment from our clients of the amounts they
owe us for our work performed Accounts receivable typically total about one-quarter of our total annual
revenues In most cases, we bill and collect on relatively short cycles There 1s no guarantee that we will
accurately assess the creditworthiness of our chents Macroeconomic conditions could result in financial
cifficulties for our chents, which could cause clients to delay payments to us, request modifications to therr
payment arrangements that could increase our receivables balance, or default on their payment
obligations to us Timely collection of client balances also depends on our ability to complete our
contractual commitments and dill and collect our contracted revenues If we are unable to meet our
contractual requirements, we might expenence delays in collection of, 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 experience an increase in the time 1t takes to bilt and collect for our services, our cash
flows could be adversely affected

Concerns regarding the European debt crisis and market perceptions concerning the instability of
the Euro could adversely affect the Company's operating results as well as the vailue of the
Company's Euro-denominated assets.

Concerns persist regarding the ability of certain Eurozone countries to service their debt obligations As a
result, a number of these countries have undertaken a vanety of actions, such as cutting spending and
raising taxes, designed to ease their future debt burdens A potential consequence may be stagnant
growth, or even recession, n the Eurozone economies and beyond Any of these developments could
lead to further contraction in the Eurozone economies, adversely affecting our operating results in the
region The Company may also face increased credit nsk as our clients and financial institution
counterparties in the region find themselves with reduced resources to meet therr obligations Finally, the
value of the Company's assets held in the Eurozone, including cash holdings, will decline if the currency
devalues

16



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

We do business worldwide In 2013, 55% of the Company's total 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 activities subjects us to significant legal, economic, operational, market,
compliance and reputational nsks These include, among others, nsks relating to

« economic and political conditions 1n foreign countries,

+ unexpected increases In taxes or changes in U S or foreign tax laws,

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

« potential transfer pricing-related tax exposures that may result from the aflocation of U S -
based costs that benefit our non-U S businesses,

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

» international hostilities, terronst activities, natural disasters and infrastructure disruptions,

« local investment or other financial restrictions that foreign governments may impose,

+  potential costs and difficulties i 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,

+  potential costs and difficulties in complying, or monitoring compliance, with foreign and
U S taws and reguiations that are applicable to our operations abroad, including trade
sanctions laws relating to countries such as Cuba, Iran, Sudan and Syna, anti-corruption
taws such as the U S Foreign Corrupt Practices Act and the U K Bnbery Act 2010, local
laws prohibiting corrupt payments to governmental officials, as well as import and export
restnichions,

«  limitations or restnctions that foreign or U S legisiative bodies or regulators may impose
on the products or services we sell or the methods by which we sell our products and
Services,

« himitations that foreign governments may impose on the conversion of currency or the
payment of dividends or other remittances to us from our non-U § substdiaries,

+ the length of payment cycles and potential difficulties in collecting accounts receivable,
particularly in light of the increasing number of insclvencies in the current economic
environment and the numerous bankruptcy laws to which they are subject,

+ engaging and relying on third parties to perform services on behalf of the Company, and

+  potential difficulties in monitoring employees in geograptucally dispersed locations

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

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

Our operations are dependent upon our ability to protect our technology infrastructure against damage
from business continuity events that could have a significant disruptive effect on our operations We could
potentally lose client data or experience matenal adverse interruptions to our operations or delivery of
services to our clients in a disaster recovery scenario
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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 inabihty to successfully recover should we experience a
disaster or other business continuity problem, could matenally interrupt our business operations and
result in matenal financial loss, loss of human capital, regulatory actions, reputational harm, damaged
chent relatronships or legal liability

Competitive Risks

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

As a global professional services firm, the Company faces acute and continuous competition in each of its
operating segments Our ability to compete successfully depends on a vanety of factors, including our
geographic reach, the sophistication and quality of our services, our pricing relative to competitors and
our customers' option to self-insure or utlize internal resources instead of consultants If we are unable to
respond successfully to the competition we face, our business, results of operations and financial
condition will suffer

In addition, given the global breadth of the Company's operations, the Company denves a significant
portion of its revenue and operating profit from operating subsidiaries located outside the United States
Funds from the Company's operating subsidiaries located outside the U S are regularly repatriated to the
United States out of annual earmings to pay dividends to stockholders, fund share repurchases and for
other corporate purposes The Company's consolidated tax rate 1s higher than a number of its key
competitors that are domicited outside the United States where corporate tax rates are lower than the

U S statutory tax rate The consolidated tax rate at which our earnings are taxed could have an adverse
impact cn our ability to compete with a number of our peers

In our Risk and Insurance Services segment, in addition to the challenges posed by capital market
alternatives to tradittonal Insurance and reinsurance, we compete intensely against a wide range of other
insurance and reinsurance brokerage firms that operate on a global, regional, national cr local scale for
both chent business and employee talent We compete as well with msurance 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 rigk-related services This competition 1s
intensified by an industry trend toward a “syndicated” or “distributed” approach to the purchase of
insurance and remnsurance brokerage services, whereby a client engages multiple brokers to service
different portions of the chient's account

In our Consulting segment, we compete for business and employee talent with numerous consulting firms
and organizations affilated with accounting, information systems, technology and financial services firms
around the world Through these affiliations, such compettors may be able to offer more comprehensive
coverage to potential chents

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

Across all of our businesses, our colleagues are critical to developing and retaining the chent
relabionships on which our revenues depend It 1s 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 competition for talent in all of our
businesses and the general mobility of professionals in our businesses

Losing employees who manage or support substantial client relationships or possess substantial
expertence or expertise couid adversely affect our ability to secure and complete client engagements,
which would adversely affect our results of operations In addition, if any of our key professionals were to
[oin 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
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Our businesses face rapid technological changes and our failure to adequately anticipate or
respond to these changes or to successfully implement strategic initiatives could adversely affect
our business and resuits 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 We also have a number of strategic
inttiatives involving investments in technology systems and infrastructure to support our growth strategy
In addition to new platforms and systems, we are deploying new processes and many of our colleagues
across the business are changing the way they perform certain roles to capture efficiencies If we do not
keep up with technological changes or execute well on our strategic initiatives, our business and results
of operations could be adversely impacted

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

Companies in the industnies that we serve may seek to achieve economies of scale and other synergies
by combining with or acquinng other compames 1f two or more of our current chents merge

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 consohdates with a company that relies on another
provider for its services, we may lose wark from that chent or lose the opportunity to gain additional work .
Any of these or similar possible results of industry consolidation could adversely affect our business Guy |
Carpenter 1s especially susceptible to this risk given the mited number of insurance company clients and
reinsurers In the marketplace

Acquisitions and Dispositions

We face risks when we acquire and dispose of businesses.

We have a history of making acquisitions, including a total of 49 acquisitions in the period 2009-2013 for
aggregate purchase consideration of $1 9 bilion We have also exited varnous businesses, including the
sale of Kroll In 2010 We expect that acquisitions will continue to be a key part of our business strategy
Qur success tn this regard will depend on our ability to dentify and compete for appropnate 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 wilt be accretive to earnings or otherwise meet our operational
or strategic expectations Acquisitions involve special nsks, including accounting, regulatory, compliance,
information technology or human resources 1ssues that could arise in connection with, or as a result of,
the acquisition of the acquired company, the assumption of unanticipated liabiities and contingencies, !
difficulties 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 vartes from our projections or
assumptions, or estimates about future profitabihty of our reporting units or an acquired business change,
the estimated fair value of our reporting units or an acquired business could change matenally and could
result in an imparment of goodwill and other acquisition-related intangible assets recorded on our
batance sheet or In adjustments In contingent payment amounts As of December 31, 2013, the
Company's consolidated balance sheet reflected $7 4 billion of goodwill and intangible assets,
representing approximately 44% of the Company's total consolidated assets and allocated by reporting
segment as follows Risk and Insurance Services, $5 1 billion and Consulting, $2 3 billon Given the
significant size of the Company's goodwill and intangible assets, an imparrment could have a matenal
adverse effect on our results of operations in any given period

When we dispose of businesses, we are subject to the rnisk, contractually agreed or ctherwise, of post-
transaction habilies For example, as described in Note 15 to our consolidated financial statements
included under Part ll, Item 8 of this report, we have retained certain contingent litigation habilities relating
to Kroll

RISKS RELATING TO OUR RISK AND INSURANCE SERVICES SEGMENT

Our Risk and Insurance Services segment, conducted through Marsh and Guy Carpenter, represented
54% of the Company's total revenue in 2013 Our business in this segment 1s subject to particular nsks
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Results 1n 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 or 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 declining business conditions, they
may choose to imit their purchases of insurance and reinsurance coverage, as applicable, which would
inhtbit cur ability to generate commission revenue, the insurance they seek to obtain through us may be
impacted by changes i their assets, property values, sales or number of employees, which may reduce
our commission revenue, and they may decide not to purchase our nsk advisory services, which would
inhubit our ability to generate fee revenue Moreover, Insolvencies and combinations associated with an
economic downturn, especially insofvencies and combinations in the insurance industry, could adversely
affect our brokerage business through the loss of clients or by hampering our ability to place insurance
and reinsurance business Guy Carpenter is especially susceptible to this nsk given the iimited number of
insurance company clients and rensurers in the market place

Volatility or declines in premums 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 QOur revenues and
profitability are subject to change to the extent that premium rates fluctuate or trend in a particular
direction The potential for changes in premium rates s significant, due to the general phenomenon of
pricing cyclicality in the commercial insurance and reinsurance markets

In addition to movements (n premium rates, our ability to generate premium-based commission revenue
may be ¢hallenged by the growing availability of alternative methods for chients 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” insurers, and the advent of capital markets-based solutions to tradittonal
insurance and reinsurance needs Further, the profitability of our Risk and Insurance Services segment
depends in part on our ability to be compensated, not only for insurance and reinsurance transactions,
but also for the increasing analytical services and advice that we provide If we are unable to achieve and
maintain adequate billing rates for all of our services, our margins and profitabihity could suffer

RISKS RELATING TO OUR CONSULTING SEGMENT

Our Consulting segment, conducted through Mercer and Oliver Wyman Group, represented 46% of our
total revenue in 2013 Our businesses In this segment are 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

Global economic conditions over the past several years have resulted in negative impacts on businesses
and financial institubions  Many of our clents, including financial institutions, corporations, governmental
entities and pension plans, have been reducing expenses, including amounts spent on consulting
services The evolving needs or financial circumstances of our chents may challenge our ability to
increase revenues and profitabiiity and may reduce demand for our services If the economy or markets
in which we operate experience continued weakness at current levels or deteriorate further, our business,
financial condition and results of operaticns could be matenally and adversely affected

In addition, demand for many of Mercer's benefits services 1s affected by government regulation and tax
rules, which drive our clients' needs for benefits-related services For example, significant changes in
government regulations affecting the value, use or delivery of benefits and human resources programs,
inctuding 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 and the services we provide relating to these
plans could adversely affect Mercer.

Mercer currently provides corporate, multi-employer and public clients with actuarial, consulting and
admiristration services relating to defined benefit pension plans The nature of our work I1s complex Our
actuanal services involve numerous assumptions and estimates regarding future events, in¢luding
interest rates used to discount future labiities, estimated rates of return for a plan's assets, healthcare
cost trends, salary projections and participants' life expectancies Qur consulting services involve the
drafting and interpretation of trust deeds and other complex documentation governing pension plans Our
administration services include calculating benefits within complicated pension plan structures  Clients
dissatisfied with our services have brought, and may bring, significant claims against us, particularty in the
U S andthe U K In addition, a number of Mercer's clients have frozen or curtailed their defined benefit
plans and have moved to defined contribution plans resulting in reduced revenue for Mercer's rettrement
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 ensuring that our consultants maintain
adequate utidization rates (1 e , the percentage of our consultants’' working hours devoted to billable
activities) Our utilization 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,

- gour abihty to continually secure new business engagements, particularly because a
portion of our work 1s project-based rather than recurnng in nature,

+  our ability to forecast demand for our services and thereby mamtain appropnate
headcount in each of our geographies and workforces,

« our ability to manage attntion,

« unanticipated changes in the scope of client engagements,

= the potential for conflicts of interest that might require us o decline chent 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 acquisitions and dispositions, and

« general economic conditions

if the utilization rate for our consulting professicnals declines, our profit margin and profitability could
suffer

In addition, the profitability of our Consulting businesses depends In part on the prices we are able to
charge far our services The prices we charge are affected by a number of factors, including

« chents' 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,

+  the extent to which our clients develop in-house or other capabiliies to perform the
services that they might otherwise purchase from us, and

= general economic conditions

If we are unable to achieve and maintain adequate billing rates for our services, our profit margin and
profitability could suffer
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Item 1B. Unresolved Staff Comments
There are no unresolved comments to be reported pursuant to item 1B

Item 2 Properties.

Marsh & McLennan Companies and its substhanes maintain their corporate headquarters 1n and around
New York City We also maintain other offices around the world, pnmanly in leased space In certain
circumstances we may have space that we sublet to third parties, depending upon our needs in particular
locations

Marsh & MclLennan Companies and certain of iis subsidianes own, directly and indirectly through special
purpose subsidianes, a 58% condominium interest covering approximately 900,000 square feet in a 44-
story building in New York City This real estate serves as the Company's headquarters and 1s occupied
primarily by the Company and its affiiates for general corporate use The remaining 42% condominium
interest in this property 1s owned by an unaffilated third party The Company's owned interest is 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 mortgage lien on the condominium interest and a first prionty assignment of leases
and rents In the event (1) the Company 1s downgraded below B/B2 (Stable) by any of S&P, Fitch and
Moody's or (2) an event of default under the loan 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 mortgaged property

item 3. Legal Proceedings

Information regarding legal proceedings is set forth in Note 15 to the consolidated financial statements
appeanng under Part ll, Item 8 (*Financial Statements and Supplementary Data”) of this report
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PART Il

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 commoan stock, see
the table entitled “Selected Quarterly Financial Data and Supplemental Information (Unaudited)” below on
the last page of Part ll, Item 8 (*Financial Statements and Other Supplementary Data”) of this report

The Company's common stock 1S histed on the New York, Chicago and London Stock Exchanges The
following table indicates the high and low pnces (NYSE composite quatations) of the Company’s common
stock during 2013 and 2012 and each quarterly period thereof

2013 2012
Stock Pnice Range Stock Price Range
High Low High Low
First Quarter $38 00 $34 43 $33 40 $30 69
Second Quarter $41 68 $37 00 $34 68 $30 74
Third Quarter $44 63 $39 96 $34 99 $31 42
Fourth Quarter $48 56 541 98 $3578 $33 09
Full Year $48 56 $34 43 $3578 330 69

On February 21, 2014, the closing price of the Company’s common stock on the NYSE was $47 96

In May 2013, the Board of Directors of the Company increased the amount of authonzed share
repurchases to up to a dollar value of $1 bilion of the Company's common stock The Company
repurchased 3 2 million shares of its common stock for $150 million dunng the fourth quarter of 2013,
resulting in full year 2013 repurchases of 13 2 million shares for $550 milhon The Company remains
authorized to repurchase shares of its common stock up to a dollar value of approximately $563 miliiocn
There 1s no time hmit on the authonzation

(d)

Maximum Number

{c) (or Approximate
Total Number of Dollar Value)
(a) Shares {or Units) of Shares (or
Total Number {b) Purchased as Units) that May
of Shares Average Price Part of Publicly Yet Be Purchased
(or Units) Paid per Share  Announced Plans Under the Plans or
Period Purchased {or Unit) or Programs Programs
Oct 1-31, 2013 _ . _ 3 712,500,017
Nov 1-30, 2013 1,171,729 § 47 1464 1,171,728 % 857,257,157
Dec 1-31, 2013 1,989,703 § 47 6237 1,889,703 § 562,500,042
Total Q4 2013 3,161,432 5 47 4468 3,161,432 § 562,500,042
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Item & Selected Financial Data.

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

For the Years Ended December 31,

in rithons, except per share figuros) 2013 2M2 201 2010 2009
Revenue $ 12,261 $ 11924 $ 11526 $ 10,550 3 9,831
Expense
Compensation and Benefits 7,226 7.134 6,959 6,465 6,182
Other Operating Expenses 2,958 2,961 2,919 3,148 2,871
Operating Expenses 10,184 10,095 9,888 9,611 9,053
Operating Income 2,077 1,829 1,638 938 778
Interest Income 18 24 28 20 17
Interest Expense (167) (181) (199) (233) (241)
Cost of Extingushment of Gebt (24) — (72) — —
Investment Income (Loss} 69 24 9 43 (2)
Income Before Income Taxes 1,973 1,696 1,404 769 552
Income Tax Expense 594 492 422 204 21
Income From Continuing Operations 1,379 1,204 982 565 531
Discontinued Operations, Net of Tax 8 (3) 33 396 (280)
Net Income Befare Non-Controlling Interests 1,385 1,201 1,015 871 241
Less Met Income Attnbutable to Non-
Controfling Interests 8 25 22 16 14
Net Income Attnbutable to the Company $ 1,387 $ 1,176 $ 993 $ 855 $ 227
Basic Income (Loss) Per Share Information
Income From Continuing Operations s 246 $ 216 $ 176 $ 101 $ 097
Income (Loss) From Discontinued Operations 001 —_ 006 055 (0 54)
Net Income (Loss) Attnbutable to the Company $ 247 $ 218 $ 182 5 156 3 043
Average Number of Shares Outstanding 549 544 542 540 522
Diluted Income (Loss) Per Share Information
Income From Continuing Operations $ 242 $ 213 3 173 $ 100 3 056
Income (Loss) From Discontinued Operations 001 - 0086 055 (0 54)
Net Income (Loss) Attnbutable to the Company $ 243 $ 213 $ 179 3 155 3 042
Average Number of Shares Outstanding 568 552 551 544 524
Dmwidends Paid Per Share $ 096 $ 090 $ 086 $ 081 $ 080
Return on Average Equity 19 % 18 % 16 % 14 % 4 %
Year-end Financial Position
Working capital $ 249 $§ 2399 $ 1,908 $ 217 $ 1,216
Total assets $ 16,980 $ 16,288 $ 15454 $ 15310 $ 15337
Long-term debt $ 2621 $ 2,658 3 2,668 $ 3026 $ 3,034
Total equity $ 7,975 $ 6,606 % 5940 $ 6,415 3 5,863
Total shares outstanding {net of treasury
shares} 547 545 539 541 530
GCther information
MNumber of employees 55,000 54,000 52,000 51,000 49,000
Stock price ranges—
U S exchanges — High $ 4856 $ 3578 $ 3200 § 2750 b 2546
— Low $§ 3443 3 3089 8 2529 3 2021 $ 17 18

(a) Includes the impact of net restructunng costs of $22 mithron, $78 mdlion, $51 milion, $141 milkon, and $243 milion in 2013, 2012, 2011,
2010 and 2009, respectively

See Management's Discussion and Analysis of Financial Condition and Resuits of Operations, appeanng under item 7 of this report, for discussion of
sigruficant iterns affecting our results of operations 1n 2013, 2012 and 2011
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

General

Marsh & McLennan Companies, Inc and Subsidiaries (the “Company”) 1s a global professional services
firm providing advice and solutions princtpally in the areas of nsk, strategy and human capital It 1s the
parent company of a number of the world’s leading rnisk experts and specialty consultants, including
Marsh, the insurance broker, intermediary and nsk advisor, Guy Carpenter, the risk and reinsurance
specialist, Mercer, the provider of HR and related financial advice and services, and Oliver Wyman Group,
the management, economic and brand consultancy With approximately 55,000 employees worldwide and
annual revenue of over $12 billion, the Company provides analysis, advice and transactional capabilities
to clients in more than 130 countnies

The Company conducts business through two segments

- Risk and Insurance Services includes nsk management activities (nsk advice, rnisk transfer and
nisk control and mitigation solutions) as well as msurance and reinsurance broking and services
We conduct business in this segment through Marsh and Guy Carpenter

» Consulting includes Health, Retirement, Talent and Investments consulting and services and
products, and specialized management and economic consulting services We conduct business
in this segment through Mercer and Oliver Wyman Group

We describe the primary sources of revenue and categones of expense for each segment below, in our
discussion of segment financial results A reconciliation of segment operating income to tota! operating
income 15 Included in Note 16 to the consolidated financial statements included in Part 1l Item 8 in this
report The accounting policies used for each segment are the same as those used for the consoldated
financial statements

This Management's Discussion & Analysis ("MD&A") contains forward-looking statements as that term 1s
defined in the Private Securities Liigation Reform Act of 1995 See "Information Concerning Forward-
Looking Statements” at the outset of this report
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Consolidated Results of Operations

For the Years Ended December 31,

(In millions, except per share figures) 2013 2012 2011
Revenue $ 12,261 $ 11,924 $ 11,526
Expense
Compensation and Benefits 7,226 7,134 6,969
Other Operating Expenses 2,958 2,961 2,919

Operating Expenses 10,184 10,095 9,888
Qperating Income $ 2077 $ 18290 $ 1,638
Income from Continuing Operations $ 1,379 § 1204 % 982
Discontinued Operations, Net of Tax 6 (3) 33
Net Income Before Non-Controtling Interests $ 1,385 $§ 1201 $ 1,015
Net Income Attributable to the Company $ 1357 § 1,176 § 993
Net Income from Continuing Operations Per Share’

Basic $ 246 3% 216 3% 176

Diluted $ 242 § 213 § 173
Net Income Per Share Attributable to the Company

Basic $ 247 % 216 § 182

Diluted $ 243 § 213 § 179
Average number of shares outstanding’

Basic 549 544 542

Diluted 558 552 551
Shares outstanding at December 31, 547 545 539

Consolidated operating income increased 14% to $2 1 billion in 2013 compared with $1 8 billion in 2012
driven by a 3% increase in revenue on both a reported and underlying basis, with growth in each
operating company Expenses increased 1% on both a reported and underlying basis as the Company
continues Its efforts to manage expenses and improve operating efficiency

Risk and Insurance Services operating income increased $87 mithon or 7% n 2013 compared with 2012
Revenue Increased 4%, or 3% on an underlying basis, to $6 6 billion in 2013 reflecting underlying
revenue growth of 3% at Marsh and 5% at Guy Carpenter

Consulting operating income increased $153 milhon or 22% to $845 mitlion in 2013 compared with 2012
due to the combined effects of increased revenue at Mercer and lower expenses in the segment

Consolhidated operating iIncome 1n 2012 was $1 8 billion compared with $1 & bilien in 2011

Risk and Insurance Services operating income in 2012 increased $134 million or 11% to $1 3 billion
compared with 2011, resulting from revenue growth at both Marsh and Guy Carpenter

Consulting operating income in 2012 increased $75 million or 12% to $692 million compared with 2011,
pnmarnly due to increased revenue at Mercer and improved operating efficiency

Discontinued operations in 2011 includes a net credit resulting from the resolution of certain legal matters
and related insurance recoveries as well as the settlement of certain tax audits and the expiration of the
statute of kmitations related to certain indemmnified matters in connection with the disposals of Putham and
Kroll These credits are partly offset by the write-off, net of tax, of capitalized software related to the
disposal of the Marsh Business Processing Outsourcing ("BPO") business

Consolidated net Income attnibutabte to the Company was $1 4 billion in 2013, compared with $1 2 billion
in 2012 and $993 million 1n 2011

Consclidated Revenue and Expense

The Company conducts business in many countries, as a result of which the impact of foreign exchange
rate movements may impact period-to-period compansons of revenue Similarly, the revenue impact of
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acquisitions and dispositions may impact period-to-peniod comparisons of revenue Underlying revenue
measures the change in revenue from one penod to another by isolating these impacts The impact of
foreign currency exchange fluctuations, acquisitions and dispositions, including transfers among
businesses, on the Company's operating revenues is as follows

Year Ended
Dacember 31, Components of Revenue Change*
% Change Acquisittons/
GAAP Currency Dispositions Underlying

{(in milfions, except percentage figures) 2013 2012 Revenue Impact Impact Revenue
Risk and Insurance Services
Marsh $ 5438 § 5232 4% (1)% 2% 3%
Guy Carpenter 1,131 1,079 5% (1)% 1% 5%

Subtotal 6,569 6,311 4% (1)% 2% 4%
Frduciary Interest Income 27 a9

Total Risk and Insurance Services 6,696 6,350 4% {(1)% 2% 3%
Consulting
Mercer 4,241 4,147 2% ()% - 4 %
Oliver Wyman Group 1,460 1,466 —_ 1% —_ (1)%

Total Gonsulting 5,701 5,613 2% )% — 2%
Corporate/Eliminations (36) (39)

Total Revenue $ 12,261 $ 11,924 3% (1)% 1% 3%
* Components of revenue change may not add due to rounding

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

above

Year Ended
Docember 31,

Components of Revenue Change”

% Change Acquisitions/
GAAP Currency Dispesitions Underlying

{in milhons, except percentage figures) 2013 2012 Revenue Impact Impact Revenue
Marsh
EMEA $ 1,902 $ 1,860 2% - - 3%
Asia Pacific 859 656 —_ (5)% — 5%
Latin Amenca 392 353 11 % (9)% 7% 13 %

Total International 2,953 2,869 3% (2)% 1% 4%
U S /Canada 2,486 2,363 5% —_ 4% 2%

Total Marsh $ 5438 § 5232 4% {1)% 2% 3%
Meorcor
Health $ 1,511 3 1412 7% —_ 1% 6%
Retrement 1,344 1,396 (4)% — (4)% 1%
Talent 606 604 - (2)% 4% (1)%
Investments 780 735 6 % (3% 1% 9%

Total Mercer $ 4241 $ 4,147 2% (1)% - 4 %

Underlying revenue measures the change in revenue using consistent currency exchange rates,

excluding the impact of certain items such as acquisitions, dispositions and transfers among

businesses

* Components of revenue change may not add due to rounding
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Year Ended

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

{In mullions, except percentage figures) 2012 2011 Revenue impact Impact Revenue
Risk and Insurance Services
Marsh $ 5232 § 4991 5% (2)% 2% 5%
Guy Carpenter 1,079 1,041 4 % (1Y% (1)% 6%

Subtotal 8,311 6,032 5% (2)% 2 % 5%
Fiduciary Interest income 39 A7

Total Risk and insurance Services 6,350 6,079 4 % {(2)% 2 % 5%
Consulting
Mercer 4,147 4,004 4 % 1% 1% 4%
Ohver Wyman Group 1,466 1,483 (1)% (2)% 2)% 3%

Totat Consulting 5613 5.487 2% {2)% — 4%
Corporate /[Eimimations (39) (40)

Total Revenue $ 11,924 $ 11,526 3% (2Y% 1% 4%

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

above

Year Ended
December 31,

Components of Revenue Change*

% Change Acquisitions/
GAAP Currency Dispositions Underlying

(In mifions, except percentage figures) 2012 2011 Revenue Impact Impact Revenue
Marsh
EMEA $ 1860 $ 1,796 4% (5)% 3% 5%
Asia Pacific 656 612 7 % (1% — 7%
Latin Amenca 353 334 6 % (7% —_ 13%

Total International 2,869 2,742 5% (4)% 2% 6%
US /Canada 2,363 2,249 5 % — 2% 3%

Total Marsh $ 5232 8 4991 5% 2)% 2% 5%
Mercer
Health $ 1412 3§ 1,320 7% (1% 2 % 7%
Retrrement 1,396 1,423 (2)% (2)% (1% 1%
Talent 604 576 5% (2)% 4% 2%
Investments 735 685 7% (% 2% 7%

Total Mercer $ 4147 $ 4,004 4% {1)% 1% 4%

Underlying revenue measures the change in revenue using consistent currency exchange rates,

exciuding the impact of certain items such as acquisitions, dispositions and transfers among

businesses

* Components of revenue change may not add due to rounding
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Revenue

Consolidated revenue for 2013 increased 3% on both a reported and underlying basis to $12 3 biliion
compared with $11 9 billion in 2012 Revenue in the Risk and Insurance Services segment increased 4%
in 2013 compared with 2012, or 3% on an underlying basis, with underlying revenue growth of 3% at
Marsh and 5% at Guy Carpenter The Ceonsulting segment's revenue increased 2% on both a reported
and underlying basis On an underlying basis, Mercer's revenue was up 4% in 2013 compared with 2012,
while the Oliver Wyman Group decreased 1%

Consolidated revenue for 2012 increased 3% to $11 9 billion compared with $11 5 bidhion in 2011,
reflecting a 4% increase in underlying revenue, a 1% increase due to acquisitions and a 2% negative
impact of foreign currency translation Revenue in the Risk and Insurance Services segment increased
4% in 2012 compared with 2011 or 5% on an underlying basis, reflecting increases of 5% in Marsh and
6% in Guy Carpenter Consulting segment revenue increased 2%, resulting from a 4% increase in
Mercer partly offset by a 1% decrease in the Oliver Wyman Group On an underlying basis, Consulting
segment revenue increased 4%, refiecting a 4% increase in Mercer and a 3% increase in the Oliver
Wyman Group

Operating Expense

Consclidated operating expenses increased 1% in 2013 compared with the same pertod in 2012 on both
a reported and underlying basis The increase in underlying expenses pnmanly refiects higher incentive
compensation and pension costs, partly offset by lower costs related to professional indemnity claims

Consolidated operating expenses increased 2% in 2012 compared with the same penod in 2011 The
increase reflects a 3% increase n underlying expenses, a 1% increase due to the impact of acquisittons,
offset by a 2% decrease due to the impact of fereign currency exchange translatton The increase In
underlying expenses pnmanly reflects higher incentive compensation and benefits costs as well as
restructunng costs at Mercer, which include exit costs related to a portion of Mercer's Canadian
outsourcing business These increases were partly offset by credits related to the adjustment of
acquisition related contingent consideration liabilities

Restructunng

In 2013, the Company implemented restructuring actions which resulted in costs totaling $22 milion The
restructuring costs consist pnmanly of severance and benefits, costs for future rent and other real estate
costs These costs were incurred as follows Risk and Insurance Services—3$7 million, Consulting—$2
million, and Corporate—$13 millkion

Businesses Exited

tn the fourth quarter of 2011, management initiated a plan to sell the Marsh BPO business, which was
completed in August 2012 Marsh's BPO business was previously part of the Marsh U S Consumer
business and provided policy, ctaims, call center and accounting operations on an outsourced basis to life
insurance carners Marsh invested In a technology platform that was designed to make the BPQ
business scalable and more efficient Durning 2011, Marsh decided that it would cease investing in the
technology platform and instead exit the business via a sale The Company wrote off capitalized software
of the BPO business of $17 million, net of tax, which i1s included in discontinued operations in 2011

Risk and Insurance Services

In the Risk and Insurance Services segment, the Company's subsidianes and other affiliated entities act
as brokers, agents or consuitants for insureds, insurance underwnters and other brokers in the areas of
risk management, insurance broking and insurance program management services, primarily under the
name of Marsh, and engage in reinsurance broking, catastrophe and finangal modeling services and
related advisory functions, primarily under the name of Guy Carpenter

Marsh and Guy Carpenter are compensated for brokerage and consulting services primarily through fees
paid by clients and/or commissions paid cut of premiums ¢harged by insurance and reinsurance
companies Commussion 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 clients Revenues can be affected by premium rate levels in the insurance/reinsurance
markets, the amount of rnisk retained by insurance and reinsurance clients themselves and by the value of
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the risks that have been insured since commission based compensation is frequently related to the
premiums paid by insureds/reinsureds In many cases, fee compensation may be negotiated in advance,
based on the type of nsk, coverage required, and service provided by the Company and ultimately placed
into the insurance market or retained by the client The trends and comparnsons of revenue from one
period to the next can be affected by changes in premium rate levels, fluctuations in chent nsk retention,
and Increases or decreases In the value of nisks that have been insured, as well as new and lost
business, and the volume of business from new and existing clients

Marsh also receives compensation from insurance companies This compensation includes, among other
things, payment for consulting and analytics services provided to insurers, administrative and other
services provided to or on behalf of iInsurers (ncluding services relating to the admimistration and
management of quota shares, panels and other facilihes in which insurers participate), and contingent
commissions tn parts of its operations 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
fiductary funds 1s regulated by state and other insurance authonities These regulations typically provide
for segregation of fiduciary funds and mit the types of investments 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 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 1n the revenue by segments charts earlier in this MD&A

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

(In millrons of dolars) 2013 2012 2011
Revenue $ 6596 $ 635 $ 6,079
Compensation and Benefits 3,618 3,502 3,400
Other Operating Expenses 1,557 1,514 1,479

Operating Expenses 5175 5,016 4,879
Operating Income $ 1421 % 1334 § 1,200
Operating Income Margin 21.5% 21 0% 19 7%
Revenue

Revenue in the Risk and Insurance Services segment increased 4%, or 3% on an underlying basis, in
2013 compared with 2012

In Marsh, revenue grew to $5 4 hillion 1n 2013, an Iincrease of 4% from the prior year, reflecting 3%
growth 1n underlying revenue and a 2% increase from acquisitions, partly offset by a 1% decrease
resulting from the impact of foreign currency translation The underlying revenue increase of 3% reflects
growth 1n all major geographies which was drniven by increased new business International operations
had underlying revenue growth of 4% reflecting increases of 13% in Latin America, 5% in Asia Pacific and
3% in EMEA, while U S / Canada increased 2%

The Risk and Insurance segment completed six acquisitions dunng 2013

« June - Marsh acquired Rehder y Ascciados Group, an insurance adwviser in Peru The business
inciudes the insurance broker Rehder y Asociados and employee health and benefits specialist,
Humanasalud WMarsh alsc completed the acquisition of Franco & Acra Tecniseguros, an
insurance adviser in the Dominican Republic

» July - Guy Carpenter acquired Smith Group, a specialist disability reinsurance risk manager and
consultant based in Maine

+ September - Marsh purchased an additionat stake in insia a s , an insurance broker operating in
the Czech Republic and Slovakia which, when combined with its pror holdings, gave Marsh a
controlling interest Insia a s was previously accounted for under the equity method

= November - Marsh & McLennan Agency ("MMA") acquired Elsey & Associates, a Texas-based
provider of surety bonds and insurance coverage to the construction industry
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« December - MMA acquired Cambndge Property and Casualty, a Michigan-based company
providing insurance and risk management services to high net worth individuals and mid-sized
businesses

Dunng 2012, Marsh completed the following twelve acquisitions

- January - Marsh acquired Alexander Forbes' South African brokerage operations, including
Alexander Forbes Risk Services and related ancillary operations and insurance broking
operations N Botswana and Namibia to expand Marsh's presence in Afnca Marsh subseqguently
closed the acquisitions of the Alexander Forbes operations in Uganda, Malaw and Zambia

»  March - MMA acquired KSPH, LLC, a middle-market employee benefits agency based in Virgina,
and Marsh acquired Cosmos Services (Amenica) Inc, the U S insurance brokerage subsidiary of
ITOCHU Corp , which specializes in commercial property/casualty, perscnal knes, and employee
benefits brokerage services to U S subsidiaries of Japanese companies

» June - MMA acquired Progressive Benefits Solutions, an employee benefits agency based in
Narth Carolina, and Secunity Insurance Services, Inc , a Wisconsin-based insurance agency
which offers property/casualty and employee benefits products and services to individuals and
businesses

«  August - MMA acquired Rosenfetd-Einstein, a South Carolina-based employee benefits service
provider, and Eidson Insurance, a property/casualty and employee benefits services firm located
in Flonda

+  Qctober - MMA acquired Howalt+McDowell, a South Dakota-based agency which offers property/
casualty, surety, personal protection and employee benefits insurance to individuals and
businesses, and The Protector Group Insurance Agency, a Massachusetts-based agency which
provides property/casuaity, employee benefits services, personal insurance and indwidual
financial services

+  November - MMA acquired Brower Insurance, an Ohio-based company providing employee
benefits, property/casualty and consulting services

« December - MMA acquired McGraw Wentworth, a Michigan-based company providing consulting
services to mid-sized organizations, and Liscomb Hood Mason, a Minnesota-based company
providing property/casualty and employee benefits products and services

The MMA acquisitions were made to expand Marsh's presence in the U S middie-market business

Guy Carpenter’s revenue icreased 5% to $1 1 billion in 2013 compared with 2012, or 5% on an
undertying basis, reflecting growth across North America, International, Global Specialites and U K
Facultative

in July 2013, Guy Carpenter acquired Smith Group, a specialist disabdity reinsurance nsk manager and
consultant based in Maine

Fiduciary interest income was $27 million in 2013 compared to $39 million in 2012 due to lower average
invested funds combined with lower interest rates

Revenue in Risk and Insurance Services mncreased 4% in 2012 compared with 2011, reflecting a 5%
Increase on an underlying basis and a 2% tncrease from acquisitions, partly offset by a 2% decrease from
the impact of foreign currency exchange translation

In Marsh, revenue 1n 2012 was $5 2 billion, an increase of 5% from the prior year, reflecting 5% growth in
underlying revenue and a 2% increase from acquisitions, partly offset by a 2% decrease resulting from
the impact of foreign currency translation The underlying revenue increase of 5% reflects growth in all
major geographies, dnven by new business Underlying revenue increased 13% in Latin America, 7% In
Asia Pacific, 3% in U S / Canada and 5% in EMEA

Guy Carpenter's revenue increased 4% to $1 1 bilhon in 2012 compared with 2011, or 6% on an
underlying basis, driven by Guy Carpenter's International operations, particularly Global Specialties, Asia
Pacific, EMEA, Latin America, and Globat Facultative
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Fiduciary interest income was $39 million in 2012 compared to $47 million 1n 2011 due to slightly lower
average invested funds combined with lower interest rates

Expense

Expenses In the Risk and Insurance Services segment increased 3% on both a reported and underlying
basis in 2013 compared with 2012 The increase In expenses on an underlying basis 1s pnimanly due to
higher base salaries, pension costs and adjustments to acquisition-related contingent consideration
liabilities, partly offset by lower costs related to professional indemnity claims

Expenses in the Risk and Insurance Services segment increased 3% in 2012 compared with 2011,
reflecting a 2% increase from acquisihions and a 2% decrease due to the impact of foreign currency
translation Expenses on an underlying basis increased 3% pnmarily due to higher base salaries,
incentive compensation and benefits costs partly offset by credis related to adjustments to acquisition-
related contingent considerakon liabiities

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 health, retirement, talent and
investments Oliver Wyman Group provides specialized management, economic and brand consulting
services

The major component of revenue in the Consulting segment business 1s fees paid by clients for advice
and services Mercer, pnncipally through its health line of business, also earns revenue in the form of
commissions received from insurance companies for the placement of group (and occas:onally individual)
insurance contracts, prnmarily hfe, health and accident coverages Revenue for Mercer’s delegated
investment management business and certain of Mercer's defined contribution administration services
consists pnncipaily of fees based on assets under management and/or admimstration

Revenue in the Consulting segment 1s affected by, among other things, gltobal economic conditions,
including changes in clients' particular industries and markets Revenue 1s also affected by competitton
due to the introduction of new products and services, broad trends in employee demographics, including
levels of employment, the effect of government policies and regulations, and fluctuations in interest and
fareign exchange rates Revenues from the provision of investment management services and retirement
trust and adminustrative services are significantly affected by secunties market performance

Reimbursable expenses incurred by professional staff in the generation of revenue and sub-advisory fees
related to investment management are included in revenue and the related expenses are inciuded in
other operating expenses

The results of operations for the Consulting segment are presented betow

(In mulltons of dollars}) 2013 2012 2011
Revenue $ 5701 $ 5613 $ 5487
Compensation and Benefits 3,269 3,298 3,315
Other Operating Expenses 1,587 1,623 1,555
Operating Expenses 4,856 4,921 4,870
Operating Income $ 845 § 692 $ 617
Operating income Margin 14 8% 12 3% 11 2%
Revenue

Consuliing revenue in 2013 increased 2% compared with 2012 on both a reported and underlying basis
Mercer's revenue was $4 2 bilion in 2013, an increase of 2% reflecting a 4% increase in underlying
revenue, partly offset by a 1% decrease due to the impact of foreign currency The underlying revenue
growth was pnmanly driven by Health and Investments, which increased 6% and 9%, respectively Oliver
Wyman's revenue was flat in 2013 compared to 2012, as a 1% decrease in underlying revenue was offset
by a 1% increase due to the impact of foreign currency
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The Consulting segment completed two acquisitions dunng 2013
« July - Olver Wyman acquired Corven, a U K -based management consultancy firm

»  August - Mercer acquired Global Remuneration Solutions, a market leading compensation
consuiting firm based in South Africa

Consuiting revenue in 2012 increased 2% compared with 2011, or 4% on an underlying basis Mercer's
revenue was $4 1 billion 1n 2012, an increase of 4% on both a reported and underlying basis compared
with 2011, with growth in each of its businesses The underlying revenue growth was primarily driven by
7% increases In both health and investments Oliver Wyman's revenue decreased 1% in 2012 compared
to 2011, but ncreased 3% on an underlying basis

Dunng 2012, Mercer completed the following three acquisitions

«  February - Mercer acquired the remaining 49% of Yokagawa-ORC, a global mobility firm based
in Japan, which was previously accounted for under the equity method, and Pensjon & Finans, a
leading Norway-based financial investment and pension consulting firm

»  March - Mercer acquired REPCA, a France-based broking and adwisory firm for employer health
and benefits plans

Expense

Consulting expenses in 2013 decreased 1% on both a reported and underlying basis compared to 2012
This decrease reflects the impact of lower restructuring costs and continued strong expense control

Consulting expenses in 2012 increased 1%, or 2% on an underlying basis This increase reflects the
impact of higher benefits and restructuring costs, Including charges of $16 million for the exit actvities
related to a portion of Mercer's Canadian outsourcing business

Corporate and Other

The following results of Corporate and Other includes the run-off of Corporate Advisory and Restructuring
Group {("CARG") operations

(In millions of dolfars) 2013 2012 2011
Corporate Advisory and Restructuring Operating Income  § 1 % 6 % 9
Corporate Expense (190) (203) {188)
Total Corporate and Other $ (189) % (197) % {(179)

Corporate expenses In 2013 were $190 milllon compared to $203 milhon in 2012 The decrease 1s
primarily due to lower amortization of equity awards and lower severance, partially offset by higher
pension expense

Corporate expenses in 2012 were $203 milon compared to $188 milion 1n 2011 The increase was
primarily due to accelerated amortization of equity awards for retirement eligible senior executives and
higher consulting costs associated with corporate inihatives

The CARG amounts reflect payments received related to the CARG businesses divested mn 2008

Discontinued Operations

As part of the disposal transactions for Putnam and Kroll, the Company provided certain indemnities,
pnimarily related to pre-transaction tax uncertainties and legal contingencies In accordance with
applicable accounting guidance, hiabilites were established related to these indemnities at the time of the
sales and reflected as a reduction of the gain on disposal Discontinued operations includes charges or
credits resulting from the settlement or resolution of the indemnified matters, as well as adjustments to the
lahilities related to such matters Discontinued operations in 2013 includes estimated costs covered
under the iIndemnity related to the Kroll sale as well as tax indemnities related to the Putnam sale
Discontinued operations in 2011 includes credits of $50 million from the resolution of certain legal matters
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and insurance recoveries, as well as the settlement of tax audits and the expiration of the statutes of
Iimitations related to certain of the indemnified matters, primanly with respect to Putnam

In the fourth quarter of 2011, management inttiated a plan to sell the Marsh BPO business which was
completed in August 2012 Marsh's BPO business, previously part of Marsh U 8 Consumer business,
provided policy, claims, call center and accounting operations on an outscurced basis to life insurance
camers Marsh invested in a technology platform that was designed to make the BPO business scalable
and more efficient During 2011, Marsh decided that it would cease investing in the technology platform
and instead exit the business via a sale The Company wrote off capitalized software of the BPO
business of $17 million, net of tax, which 1s included in discontinued operations in 2011

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

For the Years Ended December 31,

(In milhons of dollars, except per share figures) 2013 2012 201
Income (loss) from discontinued operations, net of tax $ — & — 8 (17}
Disposals of discontinued operations (4) (2) 25
Income tax (credit) expense {10) 1 (25)
Disposals of discontinued operations, net of tax 6 (3 50
Discontinued operations, net of tax $ 6 % 3) % 33
Discontinued cperations, net of tax per share

—Basic $ 001 § — 3 006

—Diluted $ 001 3 — 3 006

Other Corporate Items
Interest

Interest income earned on corporate funds amounted to $18 miliion in 2013 compared with $24 million in
2012 The decrease In interest income 1s due to iower average interest rates compared with the prior
year Interest expense was $167 million in 2013 compared with $181 rmilion in 2012 The decrease is
due to lower average debt balances in 2013 and lower interest rates on senior notes issued 1n 2013
compared with the interest rates on senior notes that matured or were extinguished during 2013

Interest iIncome earned on corporate funds amounted to $24 mithon in 2012 compared with $28 milhion in
2011 The decrease in interest income was due to lower average interest rates compared with the prior
year Interest expense was $181 million in 2012 compared with $199 million in 2011  The decrease was
primarily due to lower interest rates on sentor notes 1ssued during the second half of 2011 and the first
quarter of 2012, compared with the interest rate on notes that matured

Cost of Extinguishment of Debt

On October 24, 2013, the Company purchased $250 million of its 2015 Notes The Company acquired
the Notes at market value plus a make whole premium based on the terms of the onginal indenture,
which exceeded its carrying vatue and resulted in a cost of approximately $24 million in the fourth quarter
of 2013

On July 15, 2011, the Company purchased $600 mifhon of outstanding notes, compnsing $330 milhon of
its 2014 Notes and $270 miihon of its 2015 Notes  The Company acqutred the Notes at market value plus
a tender premium, which exceeded the carrying value and resulted in a charge of approximately $72
million in the third quarter of 2011

Investment Income (Loss)

The caption “Investment income” in the conschdated statements of Income compnises realized and
unreahzed gains and losses from mvestments recognized in current earnings it includes, when
applicable, other than temporary declines in the value of debt and available for sale securities and the
change in value of the Company's holdings in certain private equity funds, including equity method gains
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(losses) on its Investment in the Trident funds The Company's investments may include direct
Investments In INsurance or consulting companies and investments in private equity funds The Company
recorded gains on its Investment in Tndent Il of $22 milflon and $35 million 1in 2013 and 2012,
respectively, including $15 million of deferred performance fees recognized in the first quarter of 2013
Trident Il has now fully harvested alf its portfolio investments and made final distnbutions to its partners
during the fourth quarter of 2013 The Company has now recognized all of the performance fees related
to its general partnership interest in Tndent Il Investment income for 2013 includes performance fees of
$40 milion related to the Company's general partnership interest in Trident lil which had been deferred,
but are no longer subject to claw back Trident il 1s a private equity fund created in 2003 Prior to 2013,
no Trident lll-related investment income had been recognized since 2006, when MMC contnbuted its
himited partnership investment interest to its U K pension plan At December 31, 2013, the Company had
deferred performance fees of approximately $38 million related to Tndent 11l Recognition of these
deferred performance fees will only occur as investments are harvested and the performance fees are no
longer subject to claw back Timing of this 1s unknown and 1s not controlled by the Company

In 2012, investment income was $24 milhen compared with $9 milion in 2011 This increase was
primanly due to higher mark-to-market gains on private equity fund investments, partly offset by an
impairment loss on a debt security of $8 milhon

Income Taxes

The Company's consolidated effective tax rate was 30 1%, 29 0% and 30 1% 1n 2013, 2012 and 2011,
respectively The tax rate in each year reflects foreign operations which are taxed at rates lower than the
U S statutory tax rate

The lower effective tax rate attrnibuted to the Company's foreign operations primanly reflects lower
corporate tax rates that prevall outside of the U S, net of the U S tax impact from repatnating foreign
earmnings In 2013, pre-tax income in the U K, Canada, Australia, France and Bermuda accounted for
approximately 60% of the Company's total non-U § pre-tax income, with effective rates in those countries
of 21% (excluding the non-cash deferred tax impact of U K tax legislation enacted in 2013), 27%, 31%,
42% and 0%, respectively Under current tJ S tax law, the Company anticipates its non-U S operations
will continue to incur taxes at rates below the U S federal tax rate of 35%

The Company's U S revenue over the past three years has been approximately 45% of total revenue,
while over that perniod the pre-tax income from U S locations vaned from 9% to 21% of total pre-tax
Income

As aU S domiciled parent holding company, Marsh & McLennan Companies, Inc is the 1ssuer of
essentally all of the Company's external indebtedness, and incurs the related interest expense inthe U S
Further, most senior executive and oversight functions are conducted inthe U S and the associated
costs are incurred primarily in the United States

The effective tax rate may vary significantly from period to penod for the foreseeable future It i1s sensitive
to the geographic mix and repatnation of the Company's earmings, which may result in higher or lower tax
rates A proportional increase in U S pre-tax income will tend to increase the effective tax rate because

U S federal and state corporate tax rates exceed tax rates applicable outside the U S Losses in certain
junsdictions cannot be offset by earnings from other operations, and may require valuation allowances
that affect the rate, depending on estimates of the realizability of associated deferred tax assets The
effective tax rate is 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 depends on generating future taxable income durnng the penods in
which the tax benefits are deductible or creditable The Company and Marsh have been profitable in the
U S and globally Tax habilities are determined and assessed on a legal entity and junisdictional bas:s
Certain taxing junsdictions allow or require combined or consolidated tax filngs The Company assessed
the realizability of its domestic deferred tax assets, particularly state deferred tax assets of Marsh relating
to junsdictions 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 carry-forwards 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, 2013,
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the Company considered all available evidence, placing particutar weight on evidence that could be
objectively verified The evidence considered included (1) the profitability of the Company's U S
operations throughout the pernod 2011 to 2013, (i) the nature, frequency, and severity of losses incurred
before 2011, (m) profit frends evidenced by continued improvements in the Company's and Marsh's
operating performance, (iv) the non-recurring nature of some of the items that contrnibuted to losses
before 2011, (v} the carry-forward periods for the net operating losses ("NOLs") and foreign tax credit
carry-forwards, (vi) the sources and timing of future taxable iIncome, giving weight to sources according to
the extent to which they can be objectively verified, and {vi) tax planning strategies that would be
implemented, if necessary, to accelerate utilization of NOLs Based on its assessment, the Company
concluded that most of these deferred tax assets are realizable and a valuation allowance was recorded
to reduce the domestic deferred tax assets to the amount that the Company believes is more likely than
not to be realized In the event sufficient taxable income s not generated In future penods, additional
valuation allowances of up to approximately $195 million could be reguired relating to these domestic
deferred tax assets The realization of the remaiming U S federal deferred tax assets 1s not as sensitive to
U S profits because it 1s supported by anicipated repatriation of future annual earrungs from the
Company's profitable global operations, consistent with the Company's histoncal practice In addition, |
when making its assessment about the realization of its domestic deferred tax assets at December 31,
2013, 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
substdianes, 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
exampte, proposals for fundamenta! U S international tax reform, if enacted, could have a significant
adverse impact on the effective tax rate

Liquidity and Capital Resources

The Company 1s organized as a holding company, a legal entity separate and distinct from its operating
subsidiaries As a holding company without significant cperations of its own, the Company 1s dependent
upon dividends and other payments from its operating subsidiaries to meet its obligations for paying
principai and interest on outstanding debt obligations, for paying dividends to stockholders, for share
repurchases and for corporate expenses Other sources of iquidity include borrowing faciliies discussed
below In financing cash fiows

The Company derives a significant portion of its revenue and operating profit from operating subsidianes
located outside of the United States Funds from the Company’s operating subsidianes located outside of
the United States are regularly repatnated to the United States out of annual earnings At December 31,
2013, the Company had approximately 31 4 billion of cash and cash equivalents in its foreign operations,
substantially all of which i1s considered to be permanently invested in those operations to fund foreign
investments and working capital needs At the current time, the Company does not intend to repatriate
any of this cash The non-U S cash and cash equivalents considered permanently reinvested includes
approxmately $190 mition of operating funds requrred to be maintained for regulatory requirements or as
collateral under certain captive insurance arrangements The Company expects to continue its practice of
repatriating foreign funds out of current annual earnings  While management does not foresee a need to
repatriate the funds which are currently deemed permanently invested, If facts or circumstances change,
management could elect to repatnate them, if necessary, which could result in higher effective tax rates 1n
the future

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

Operating Cash Flows

The Company generated $1 3 hillion of cash from operations in both 2013 and 2012 These amounts
reflect the net income reported by the Company duning those periods, excluding gains or losses from
investments, cost of extinguishment of debt and the disposition of businesses, adjusted for non-cash
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charges and changes in working capital which retate, primarity, to the timing of payments for accrued
habilities or receipts of assets

Pension Related ltems

Durning 2013, the Company contributed $26 million to its U S pension plans and $620 million to non-U S
pension plans, which included contrnbutions of $250 million to pre-fund all of the 2014 and a substantial
portion of the 2015 deficit funding contributions for the U K plans and a discretionary contribution of $70
million to the Canadian plans In 2012, the Company contributed $124 millionto U S plans and $389
milon to non-U S plans, which included $100 million of discretionary contnbutions to each ofthe U S
and the UK plans

Inthe U S, contributions to the tax-qualified defined benefit plans are based on ERISA guidelines and the
Company generally expects to maintain a funded status of 80% or more of the lhiability determined under
the ERISA guidelines The pension stabilization provisions included i the "Moving Ahead for Progress in
the 21st Century Act”, enacted on July 6, 2012, changed the methodology for determining the discount
rate used for calculating plan habilities under ERISA, which determines, in part, the funding requirements
After considering the iImpact of the pension funding stabilization prowvisions discussed above, the
Company expects less than $1 milkon of contributions will be required for its U S tax-qualified plan
through the end of 2014 The Company also expects to fund approximately $24 mithon to its non-qualified
U S pension plans in 2014

The Company has a large number of non-U S defined benefit pension plans, the fargest of which are in
the U K, which compnise approximately 82% of non-U S pian assets Contnbution rates for non-US plans
are generally based on local funding practices and statutory requirements, which may differ significantly
from measurements under U S GAAP Inthe U K, contributions to defined benefit pension plans are
determined through a negotiation process between the Company and the plans' Trustee that typically
occurs every three years in conjunction with the actuanal valuation of the plans This process 1s governed
by U K pension regulations The assumptions that result from the funding negotiations are different from
those used for U 8 GAAP and currently result in a lower funded status than under U 8 GAAP The
current funding plan was based on assumptions (including interest rates, inflation, salary increases and
mortality) that reflected market conditions as of year-end 2009, was agreed to in early 2011 and formed
the basis for the Company's aggregate contnbutions to the U K plans for 2011 through 2013 In 2013, the
Company made required contnibutions of $300 million to its non-U S defined benefit pension plans,
ncluding amounts called for under the U K funding plan Additionally, the Company made a $250 million
contribution to pre-fund certain deficit funding contributions for the U K plans, described above, and a
$70 million discretionary contribution to its Canadian plans The valuation of the U K pension plan at
December 31, 2012 that results from the negotiation process described above wili determine funding that
15 expected to become applicable in 2014 Contributions to the U K plans typically comprised of a portion
related to the current service cost, that 1s, the benefits earned by empioyees in the current year, plus an
amount Intended to reduce, over time, any deficit determined through the Company's negotiations with
the Trustee In the aggregate, the Company expects to fund approximately $160 milion to its non-U S
defined benefit plans in 2014, comprising approximately $80 million to plans outside of the U K and $70
miltion to the U K plans

Funding amounts may be influenced by future asset perfermance, the level of discount rates and other
varniables impacting the assets and/or liabilities of the plan

After compietion of a consultation period with affected colleagues, in January 2014, the Company
amended its U K defined benefit pension plans, to close those plans to future benefit accruals effective
August 1, 2014 and wili replace those plans, along with its existing defined contribution plans, with a new,
comprehensive defined contnbution arrangement As required under GAAP, the Company re-measured
the defined benefit plans' assets and habilties at the amendment date, based on assumptions and market
conditions at that date As a result of the re-measurement, the Projected Benefit Obligation ("PBO")
increased by approximately $147 milion and the funded status decreased by approximately $137 milion
The change in the PBO and in the funded status relates primarily to a decrease in the discount rate at the
re-measurement date The net penodic benefit costs recognized in 2014 will be the weighted average
resulting from the December 31, 2013 measurement and the January 2014 re-measurement The
Company will recognize a curtaiiment gain of $63 milion in the first quarter of 2014, pnmarily resulting
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from the recognution of the remaining prior service credit retated to a plan amendment made in Pecember
2012 This gain will be mostly offset by a transition benefit to certain employees most impacted by the
amendment As a result of the amendments to the U K plans, the Company expects an increase in
contributions to its defined contribution plans of approximately $30 million related to the transfer of
colleagues from defined benefit to defined contnbution plans, and funding of a portion of the transition
benefit

The year-over-year change in the funded status of the Company's pension plans 1s impacted by the
varnance 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 contnbutions, if any Unrecognized actuanal losses
were approximately $1 0 billion and $3 0 bill:on at December 31, 2013 forthe U S plans and non-U S
plans, respectively, compared with $1 9 billkon and $3 3 billion at December 31, 2012 The decrease Is
pnmanly due tc the impact of increases in the discount rates, actuai returns on plan assets in 2013 that
were higher than the estimated long-term rate of return on plan assets and discretionary contnbutions to
the plans, discussed above In the past several years, the amount of actuanal losses has been
significantly impacted, both positively and negatively, by actual asset performance and changes in
discount rates The discount rate used to measure plan habilities increased in both the U S and the U K
(the Company's two largest plans) in 2013 after decreasing in each of the four years from 2009 to 2012
At the end of 2009, the weighted average discount rate for all plans was 8§ 0%, declining to 5 6%, 4 9%
and 4 4% at the end of 2010, 2011 and 2012, respectively In 2013 the weighted average discount rate
increased to 4 8% An increase In the discount rate decreases the measured plan lability, resulting in
actuanal gains, while a decrease in the discount rate increases the measured plan liability, resulting in
actuanal losses Dunng 2013, the Company’s defined benefit pension plan assets had actual returns of
12 6% and 8 6% inthe U S and U K, respectively During 2012, the Company's defined benefit pension
plan assets had actual returns of 14 1%, and 9 8% in the U S and U K, respectively, and in 2011, the
actual returns were 5 8% inthe U S and4 8% nthe U K In 2012 and 2010, actuanat losses resulting
from declines in the discount rate were partly offset by actual asset returns which exceeded the assumed
rates of return in each year I|n 2011, both the decline In the discount rate and actua! asset returns that
were lower than the assumed rates of return contributed to the actuarial iosses

Overall, based on the measurement at December 31, 2013, the Company’s pension expense was
expected to decrease n 2014 by approximately $128 million, partly offset by compensation
considerations Approximately 85% of this decrease relates to the U S plans The decrease in the
expected U S pension expense results primarily from an increase in the discount rates used to measure
U S plan liabilities along with the impact of an increase In ptan assets at the end of 2013 resulting from
investment returns  The remainder of the decrease relates to plans outside of the U S resulting from a
modest increase n the discount rate and an increase in plan assets resulting from both asset
performance and contributions

As a result of the plan remeasurement to reflect the amendments to the U K plans, described above, an
incremental decrease of approximately $31 million for defined benefit pension expense 1s expected for
2014, pnmarily resulting from the elimination of the service cost component, effective August 1, 2014
However, the decrease in the defined benefit pension cost resulting from the amendment will be largely
offset by increased cost for the new defined contrnibution plan which will replace the existing defined
benefit plans 1n the U K

The Company’s accounting polictes for its defined benefit pension plans, including the selection of and
sensitivity to assumptions, are discussed below under Management's Discussion of Cntical Accounting
Policies For addihional information regarding the Company’s retirement plans, see Note 8 to the
consolidated financial statements

Other

The Company received $322 million in cash refunds of U S federal income taxes during the second
quarter of 2011, compnising $212 million from carrying back the net capital loss incurred in 2010 from the
saie of Kroll and various other assets, and $110 milhon from the cash settlement of the IRS audit for the
periaods 2006 through 2008 The audit settlement prmanly reflected the allowance of carry back claims
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for net operating losses and excess foreign tax credits ansing in 2008 The smpact on the tax provision of
these evenis was reflected in pnor penods and did not impact income tax expense reported in 2011

Financing Cash Flows

Net cash used for financing activities was $834 million 1n 2013 compared with $633 million of net cash
used for financing activities 1n 2012 The Company increased outstanding debt by approximately $37
million 1n 2013 while outstanding debt decreased by $10 mithon and $100 million in 2012 and 2011,
respectively

Debt

In September 2013, the Company i1ssued $250 million of 2 55% five-year sertor notes and $250 million of
4 05% ten-year semior notes  The net proceeds of this offering were used for general corporate purposes,
which included a partial redemption of $250 million of the outstanding principal amount of the existing

5 75% senior notes due 2015 The redemption settled in October 2013 with a total cash outflow of
approximately $275 million, including a $24 milion cost for early redemption based on the terms of the
onginal indenture

Dunng the first quarter of 2013, the Company used cash to repay its 4 85% fixed rate $250 milhion senior
notes that matured

During the first quarter of 2012, the Company repaid its 6 25% fixed rate $250 milion senior notes that
matured The Company used proceeds from the 1ssuance of 2 3% five-year $250 million senior notes In
the first quarter to repay the maturing notes

On July 15, 2011, the Company purchased $600 miliion of cutstanding notes comprising $330 million of
its 2014 Notes and $270 million of its 2015 Notes (collectively, the "Notes") The Caompany acquired the
Notes at fair value plus a tender premium, which exceeded its carrying value A cost of approximately
$72 milhon was recorded in the Consolidated Statements of Income in the third quarter of 2011 related to
the extinguishment of this debt

The Company used proceeds from the 1ssuance of 4 80% ten-year $500 milkon senior notes in the third
quarter of 2011 and cash on hand to purchase the Notes

Acquisitions

During 2013, the Company paid $17 millicn of contingent paymentis related to acquisiions made in prior
years These payments are split between financing and operating cash flows in the consohdated
statements of cash flows The portion of these payments that are reflected as a financing activity 1s $9
milhion, which represents payments related to the contingent consideration hability that was recorded on
the date of acgquisition Any payments made related to increases in the contingent consideration hability
subsequent to the date of acquisition are reflected as operating cash flows, which in 2013 was $8 million
Remaining estimated future contingent consideration payments of $104 milhon for acquisitions completed
in 2013 and in prior years are recorded In accounts payable and accrued liabilities or other liabilities in the
consohdated balance sheet at December 31, 2013

Dunng 2012, the Company paid $30 milhon of contingent payments related to acquisiions made tn pnor
periods

In the second quarter of 2011, the Company acquired the remaining minority interest of a previously
majorty-owned entity for total cash consideration of $8 million

In the first quarter of 2011, the Company paid deferred purchase consideration of $13 mulion related to
the purchase 1n 2009 of the minonty interest of a previously controlied entity
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Credtt Faciliies

The Company and certain of its subsidianes maintain a $1 0 bilhon mult-currency five-year unsecured
revolving credit facility The interest rate on this facility 15 based on LIBOR plus an agreed fixed margin
which varies with the Company's credit ratings Thus facility requires the Company to maintamn certain
coverage and leverage rattos which are tested quarterly There were no borrowings under this facility at
December 31, 2013

In December 2012, the Company closed on a $50 milion, 3-year delayed draw term loan facility The
interest rate on this facility 1s based on LIBOR plus an agreed fixed margin which vanes with the
Company's credit ratings The facility requires the Cempany to maintain coverage ratios and leverage
ratios consistent with the revolving credit facility discussed above The Company had $50 million of
borrowings under this faciity at December 31, 2013

The Company's senior debt i1s currently rated Baa2 by Moody's and A- by Standard & Poor's The
Company's short-term debt 1s currently rated P-2 by Moody'’s and A-2 by Standard & Poor's The
Company carnes a positive outlook from Moody’s and a stable outlook from Standard & Poor’s

The Company alse maintains other credit faciities, guarantees and letters of credit with varous banks,
primarily related to operations located cutside the United States, aggregating $282 milon at
December 31, 2013 and $247 milion at December 31, 2012 There was $1 million outstancing
borrowings under these facilibes at December 31, 2013 and no outstanding borrowings under these
faciities at December 31, 2012

Share Repurchases

In May 2013, the Board of Directors of the Company authonzed share repurchases of up to $1 bilhien of
the Company's common stock During 2013, the Company repurchased 13 2 million shares of its
comman stock for total consideration of $550 mitlion at an average price per share of 34176 The
Company remains authonzed to purchase additional shares of its commen stock up to a vatue of
approximately $563 milion There 18 no time Iimit on this authonzation Dunng 2012, the Company
repurchased approximately 8 9 million shares of its commaon stock for total constderation of $230 million
at an average price per share of $33 36

Dividends

The Company paid total dividends of $533 million in 2013 (30 96 per share), 3497 million in 2012 (30 90
per share) and $480 million in 2011 (30 86 per share}

Investing Cash Flows

Net cash used for investing activites amounted to $446 million 1n 2013 compared with $583 million used
for investing activities 1n 2012 The Company made eight acquisitions in 2013  Cash used for these
acquisitions, net of cash acqured was $125 mithon In addition, in 2013, the Company paid $15 mitheon of
deferred purchase consideration related to acquisitions made 1n prior years and $2 milton for the
purchase of other ntangible assets Remaining deferred cash payments of approximately $44 million for
acquisitions completed in 2013 and in prior years are recorded 1n accounts payable and accrued habilities
or other habilities in the consolidated balance sheet at December 31, 2013

The Company made 15 acquisitions in 2012 Cash used for these acquisitions, net of cash acquired was
$230 milhon In addition, in 2012, the Company patd $59 million of deferred purchase consideration
related to acquisitions made in prior years and $3 million for the purchase of other intangible assets

The Company received proceeds from distributions on its Investment in Tnident I of $100 million, $35
millton and $61 million tin 2013, 2012 and 2011, respectively Trident || has now fully harvested all its
portfolio investments and final distributions were made to partners dunng the fourth quarter of 2013

The Company's additions to fixed assets and capitalized software, which amounted to $401 milhon in
2013 and $320 milhen in 2012, pnmarily relate to computer equipment purchases, the refurbishung and
modernizing of office facilibes and software development costs

The Company has commitments for potential future nvestments of approximately $25 milhion in two
private equity funds that invest pnmarily in financial services companies
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Commitments and Obligations

The followtng sets forth the Company’s future contractual obligations by the types identified in the table
below as of December 31, 2013

Payment due by Penod

Contractual Obligations Within 1-3 4-5 After 5

(in millions of dolfars) Total 1 Year Years Years Years

Current portion of long-term debt 3 331 % 331 % — & — 3 —
Long-term debt 2,634 — 302 524 1,808
Interest on long-term debt 1,257 156 261 235 605
Net operating leases 2,380 346 584 435 1,015
Service agreements 676 285 221 140 30
Other long-term obligations 190 83 97 8 2
Purchase commitments 35 20 15 — —
Total $ 7503 % 1,221 8 1,480 $ 1,342 $§ 3,460

The above does not include the hability for unrecognized tax benefits of $128 million as the Company 1s
unable to reasonably predict the timing of settiement of these habiities, other than approximately $7
milkon that may become payable during 2014 The above does not include the indemnified habilities
discussed in Note 15 as the Company 1s unable to reasonably predict the timing of settlement of these
hiabilties The above does not include net penston liabilites of approximately $900 million because the
timing and amount of ultimate payment of such hability 1s dependent upen future events, including, but not
imited to, future returns on plan assets, and changes in the discount rate used to measure the habilities
The amounts of estimated future benefits payments to be made from plan assets are disclosed in Note 8
to the consolidated financial statements In 2014, the Company expects to contnbute approximately $25
milion and $160 milhon toits U S and non-U S pension plans, respectively

Management's Discusston of Critical Accounting Policies

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States ("GAAP") requires management to make estimates and judgments that affect reported
amounts of assets, habilities, revenue and expenses, and disclosure of contingent assets and labilities
Management considers the policies discussed below to be critical 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 resulis may differ from those eshimates

Legal and Other Loss Contingencies

The Company and its subsidianes are subject to numerous claims, lawsuits and proceedings including
claims for errors and ormissions  GAAP requires that a hability be recorded when a loss is both probable
and reasonably estimable Significant management judgment 1s required to apply this guidance The
Company utilizes case level reviews by inside and outside counsel, an internal actuanal analysis and
other analyses to estimate potential losses The hability 1s 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 foss I1s
both probable and reasonably estimable Given the unpredictability of E&QO claims and of lihgation 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
gwen quarterly or annual penod

tn addition, to the extent that insurance coverage 1s avallable, significant management judgment 1s
required to determine the amount of recovenes that are probable of collection under the Company’s
various Insurance programs
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Refirement Benefils

The Company maintains qualfied and non-qualfied defined benefit pension and defined contribution
plans for its eligible U S employees and a vanety of defined benefit and defined contribution plans for its
elgible non-U S employees The Company’s policy for funding its tax qualified defined benefit retirement
plans i1s to contribute amounts at least sufficient to meet the funding requirements set forth in U S and
apphcable foreign laws

The Company reccgnizes the funded status of its over-funded defined benefit pension and retiree medical
plans as a net benefit plan asset and its unfunded and underfunded plans as a net benefit plan hability
The gains or losses and pnor service costs or credits that have not been recognized as components of
net periodic costs are recorded as a component of Accumulated Other Comprehensive Income (“AOCI"),
net of tax, in the Company’s consolidated balance sheets The gans and losses that exceed specified
corridors are amortized prospectively out of AOCI over a period that approximates the average remaining
service period of active employees, or for plans in which substantialiy all the participants are inactive,
over the remaining life expectancy of the inactive employees

The determination of net penodic pension cost 1s based on a number of assumptions, including an
expected long-term rate of return on plan assets, the discount rate, mortality and assumed rate of salary
increase Significant assumptions used In the calculation of net periodic pension costs and pension
habiltties are disclosed in Note 8 to the consolidated financial statements The Company believes the
assumptions for each plan are reasonable and appropniate and will continue to evaluate assumptions at
least annually and adjust them as appropnate Based on its current assumptions, the Company expects
pension expense (n 2014 to decrease approximately $128 million compared wath 2013, partly offset by
compensation considerations

Future pension expense or credits will depend on plan provisions, future iInvestment performance, future
assumpticns and various other factors related to the populations participating in the pension ptans
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 comprise approximately 86% of total pension plan habiities, as follows

0 5 Percentage 0 5 Percentage
Point Increase Point Decrease
(In mifhons of dollars) us UK Uus UK
Assumed Rate of Return on Plan Assets $ (19) $ (37 % 19 % 37
Discount Rate 3 (38) % (28) § 39 % 29

Changing the discount rate and leaving the other assumptions constant may not be representative of the
impact on expense, because the long-term rates of inflation and salary increases are often correlated with
the discount rate Changes In these assumptions will not necessarily have a inear impact on the net
penodic pension cost

The Company contributes to certain health care and life insurance benefits provided to its retired
employees The cost of these past-retirement benefits for employees in the U S 1s accrued dunng the
period 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

Income Taxes

The Company's tax rate reflects its income, statutory tax rates and tax planning in the various junsdictions
in which it operates Sigruficant judgment 1s required in determining the annual effective tax rate and In
evaluating uncertain tax positions 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
Is a two-step process The first step involves recognition The Company determines whether it 1Is more
ikely 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 techmcal ments of a
tax position derive from both statutory and judicial authonty (legislation and statutes, legislative intent,
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regulations, rulings, and case iaw) and their applicability to the facts and circumstances of the tax
position 1f a tax position does not meet the more hkely than not recognition threshold, the benefit of that
position 1s not recognized in the financial statements The second step 18 measurement A tax position
that meets the more likely than not recognition threshold 1s 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 ultimate resolution with a taxing authonty

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

Tax iaw requires tems 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 habilities 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 tax 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 tn the financial statements In assessing the
need for and amount of a valuation allowance for deferred tax assets, the Company considers whether it
15 more hikely than not that some portion or all of the deferred tax assets will not be realized and adjusts
the valuation allowance accordingly The Company evaluates alt significant available positive and
negative evidence, including the existence of losses In recent years and its forecast of future taxable
income by junsdiction, 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 prior period tax fillngs in junisdictions that aliow for the carryback of tax attributes pursuant to
the applicable tax law The underlying assumptions the Company uses in forecasting future taxable
income require sigruficant jJudgment and take into account the Company's recent performance The
ultimate realization of deferred tax assets is dependent on the generation of future taxable income during
the periads in which temporary differences or carry-forwards are deductible or creditable Vaiuation
allowances are established for deferred tax assets when it 1s estimated that it 1s more likely than not that
future taxable iIncome will be insufficient to fully use a deduction or credit in that junsdiction

Fair Value Determunations

Goodwill Impairment Testing—The Company I1s required to assess goodwill and any indefinite-lived
intangible assets for mpairment annually, or more frequently if circumstances indicate impairment may
have occurred The Company performs the annual impairment test for each of its reporting units during
the third quarter of each year In 2013, the Company elected to not use the option to perform a qualitative
assessment to determine If a step 1 iImpaurment test was necessary and instead elected to perform a step
1 mparrment test Fair values of the reporting units are estimated using either a market approach or
discounted cash flow mode! 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 prior quarter 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

The Company completed its 2013 annual review in the third quarter and concluded goodwill was not
imparred, as the fair value of each reporting unit exceeded s carrying value by a substantial margin
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 jJudgment is required to
determine the appropriate assumptions for inputs such as volatility and expected term necessary to
estimate option values In addition, management judgment 1s required to analyze the terms of the plans

43




and awards granted thereunder to determine If awards will be treated as equity awards or habiity awards,
as defined by the accounting guidance

As of December 31, 2013, there was $17 million of unrecognized compensation cost related to stock
option awards The weighted-average periods over which the costs are expected to be recognized 1s 1 2
years Also as of December 31, 2013, there was $74 million of unrecognized compensation cost related
to the Company's restricted stock, restncted stock unit and deferred stock unit awards The weighted-
average pernod over which that cost 1s expected to be recognized 1s approximately one year

See Note 9 to the consolidated financial statements for additional information regarding accounting for
share-based payments

New Accounting Pronouncements

Note 1 to the consolidated financial statements contains a summary of the Company's significant
accounting policies, including a discussion of recently issued accounting pronouncements and their
impact or potential future impact on the Company's financial results, if determinable, under the sub-
heading "New Accounting Pronouncements"
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Item 7A Quantitative and Qualitative Disclosures About Market Risk

Market Risk and Credit Risk

Certain of the Company’s revenues, expenses, assets and liabilities are exposed to the impact of interest
rate changes and fluctuations in foreign currency exchange rates and equity markets

Interest Rate Risk and Crecht Risk

The Company has histonically managed its net exposure to interest rate changes by utihizing a mixture of
vanable and fixed rate borrowings to finance the Company’s asset base In February 2011, the Company
entered into two 3 5-year interest rate swaps to hedge changes in the fair vaiue of the first $250 million of
its 5 375% senior notes due in 2014 Under the terms of the swaps, the counter-parties 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 in accordance with applicable accounting guidance

Interest income generated from the Company’s cash investments as well as invested fiduciary funds wtll
vary with the general level of interest rates

The Company had the following investments subject to vanable mnterest rates

December 31,

(In milfrons of dollars) 2013
Cash and cash equivalents invested in money market funds, certificates of

deposit and time deposits $ 2,303
Fiduciary cash and investments $ 4,234

Based on the above balances, If short-term interest rates increased or decreased by 10%, or 8 basis
points, over the course of the year, annual interest iIncome, including interest earned on fiduciary funds,
would increase or decrease by approximately $3 million

In addition to interest rate risk, our cash nvestments and fiduciary fund investments are subject to
potential loss of value due to counter-party credit nsk To minimize this nisk, the Company and its
subsidiaries Invest pursuant to a Board approved investment policy The policy mandates the preservation
of principal and hiquidity and requires broad diversification with counter-party imits assigned based
primarily on credit rating and type of investment The Company carefully monitors its cash and fiductary
fund investments and will further restrict the portfolio as appropnate to market conditions The majonty of
cash and fiduciary fund investments 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 1s exposed to
foreign exchange fluctuations 1s approximately 55% of total revenue 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 s subject to foreign exchange rate
fluctuations, In most cases both the foreign currency revenue and expenses are in the functional currency
of the fareign location As such, the U S dollar transtation of both the revenues and expenses, as well as
the potentially offsetting movements of vartous currencies against the U S dollar, generally tends to
mitigate the iImpact on net operating income of foreign currency risk The Company estimates that a 10%
movement of major foreign currencies (Euro, Sterling, Australian dollar and Canadian dollar) in the same
direction against the U S dollar that held constant over the course of the year would increase or decrease
full year operating iIncome by approximately $47 milion
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Equity Pnce Risk

The Company holds investments in both public and private companies as well as private eguity funds that
invest pnmarnly in financial services companies Publicly traded investments of $18 million are classified
as avallable for sale Non-publicly traded investments of $14 millon are accounted for using the cost
method and $89 million are accounted for using the equity method The investments that are classified as
avallable for sale or that are not publicly traded are subject to nsk of changes in market value, which If
determined to be other than temporary, could result in realized impairment losses The Company
penodically reviews the carrying value of such investments to determine If any valuation adjustments are
appropriate under the applicable accounting pronouncements

Other

A number of lawsuits and regulatory proceedings are pending See Note 15 to the consolidated financial
statements included elsewhere In thus report

46



ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

MARSH & McLENNAN COMPANIES, INC AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

For the Years Ended December 31,

{In miflions, except per share figures) 2013 2012 2011
Revenue $ 12,261 $ 11,924 $ 11,526
Expense
Compensation and benefits 7,226 7,134 6,969
Other operating expenses 2,958 2,961 2,919
Operating expenses 10,184 10,095 9,888
Operating income 2,077 1,829 1,638
Interest income 18 24 28
interest expense (167) {181) (199)
Cost of extinguishment of debt (24) — (72)
Investment income 69 24 9
Income before ncome taxes 1,973 1,696 1,404
Income tax expense 594 492 422
Income from continuing cperations 1,379 1,204 982
Discontinued operations, net of tax 6 (3} 33
Net income before non-controlhing interests 1,385 1,201 1,015
Less Net income attnbutable to non-controlling interests 28 25 22
Net income attributable to the Company $ 13587 $§ 1176 $ 993
Basic net iIncome per share — Continuing operations $ 246 $ 216 % 176
— Net income attributable to the Company $ 247 5 216 3 182
Diluted net income per share - Continuing operations $ 242 § 213 % 173
— Net income attributable to the Company $ 243 3% 213 % 179
Average number of shares outstanding — Basic 549 544 542
— Diluted 558 552 551
Shares outstanding at December 31, 547 545 539

The accompanying notes are an integral part of these consolidated statements
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MARSH & McLENNAN COMPANIES, INC AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the Years Ended December 31,

(In mulfrons) 2013 2012 201
Net income before non-controlling interests $ 1,38 $ 1201 % 1,015
Other comprehensive income (loss), before tax:
Foreign currency translation adjustments {86) 177 (100)
Unrealized investment loss 1 (1) (9
Gain (loss) related to pension/post-retirement plans 1,213 (447) (1,114)
Other comprehensive income (loss), before tax 1,128 (271) (1,223)
Income tax expense (credit) on other comprehensive loss 442 (152) (335)
Other comprehensive income (loss), net of tax 686 (119) (888)
Comprehensive income 2,071 1,082 127
Less Comprehensive iIncome attributable to non-controlling
interests 28 25 22
Comprehensive income attributable to the Company $ 2,043 & 1057 § 105

The accompanying notes are an integral part of these consolidated statements
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MARSH & McLENNAN COMPANIES, INC AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

December 31,
(In mifhons, except share figures) 2013 2012
ASSETS
Current assets
Cash and cash equivalents 2,303 % 2,301
Recevables
Commuissions and fees 3,065 2,858
Advanced premiums and clarms 61 62
Other 282 244
3,408 3,164
Less-allowance for doubtful accounts and cancellations (98) {108)
Net recevables 3,310 3,058
Currant deferred tax assets 482 410
Other current assets 205 194
Total current assets 6,300 5,963
Goodwill and intangible assets 7,365 7,261
Fixed assets, net 828 809
Pension related assets 879 260
Deferred tax assets 626 1,223
OQther assets 882 772
16,980 §$ 16,288
LIABILITIES AND EQUITY
Current lilabilities
Shon-term debt 334 % 260
Accounts payable and accrued habilties 1,861 1,721
Accrued compensation and employee henefits 1,466 1,473
Accrued income taxes 148 110
Total current habilities 3,809 3,564
Fiduciary habilhes 4,234 3,992
Less — cash and investments heid in a fiduciary capacity (4,234) (3,992)
Long-term debt 2,621 2 658
Pension, postretirement and postemployment benefits 1,150 2,094
Liabiliies for errors and omisstons 373 460
Other liabilities 1,052 906
Commitments and contingencies — -
Equity
Preferred stock, $1 par value, authonzed 6,000,000 shares, none issued -_ —
Common stock, $1 par value, authonzed
1,600,000,000 shares, issued 560,641,640 shares at December 31, 2013 and December 31, 2012 561 561
Additional paid-n capital 1,028 1,107
Retarned earnings 9,452 8,628
Accumulated other comprehensive loss (2,621) (3,307)
Non-contrelling interests 70 64
8,490 7,053
Less — treasury shares, at cost, 13,882,204 shares at December 31, 2013 and 15,133,774 shares
al December 31, 2012 {515) (447}
Total equity 7,975 6,606
16,980 $ 16288

The accompanying notes are an integral part of these consolidated statements
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MARSH & McLENNAN COMPANIES, INC AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Years Ended December 31,

{in mithions) 2013 2012 2011
Operating cash flows
Net income before non-controlling interests $ 1388 §$ 1201 $ 1,015
Adjustments to reconcile net income to cash provided by operations
Depreciation and amortization of fixed assets and capitalized software 286 277 267
Amortization of intangible assets 72 72 65
Intangible asset imparwrment 5 8 —
Adjustments to acquisition related contingent consideration kability 24 {44) —
Cost of eary extinguishment of debt 24 — 72
Provision for deferred income taxes 184 96 178
Gain on investments (69) (24) (8} I
Loss on disposition of assets 1 23 35 ‘
Stock option expense 18 26 21
Changes in assets and habtlites !
Net recevables (248) (144) 143
Other current assets {70) (37) (225) ‘
Other assets (766) (77 (94)
Accounts payable and accrued habilities 108 (210) 108
Accrued compensation and employae benefits (8) 72 107
Accrued income taxes 43 44 1
Other habiities 383 174 32
Effect of exchange rate changes (32) (35) (12)
Net cash provided by operations 4,341 1,322 1,705
Financing cash flows
Purchase of treasury shares (550) {230) (361)
Proceeds from dabt b47 248 496
Repayments of debt (260) {259) {(11)
Payments for early extinguishment of debt {274) — (672)
Purchase of non-controling interasts - —_ (21)
Shares withheid for taxes on vested units - treasury shares {79} (97) {93)
Issuance of common stock from treasury shares 3682 248 162
Payments of contingent consideration for acquisitions 9 (30) {16)
Distnbutions of non-controlling interests {28) {16) (1)
Dividends paid (833) {497) (480)
Net cash used for financing activitios (834) (633) (1,007)
Investing cash flows.
Capntal expenditures (401) {320) (280)
Net sales of long-term invesiments a3 20 62
Proceeds from sales of fixed assets 5 6 3 i
Dhspositons 5 — — ‘
Acquisitions {142) (292) (237) |
Other, net {6) 3 (5)
Neot cash used for investing activities (448) {583) (457)
Effect of exchange rate changes on cash and cash equivalents {59) 82 (22)
Inerease In cash and cash equivalents 2 188 219 ‘
Cash and cash egquivalents at beginning of period 2,301 2,113 1,894
Cash and cash equivalents at end of pericd $ 2303 § 2301 $ 2113
The accompanying notes are an integral part of these consolidated statements




MARSH & McLENNAN COMPANIES, INC AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EQUITY

For the Years Ended December 31,

(In mifliens, except per share figures) 2013 2012 2011

COMMON STOCK

Balance, beginning and end of year $ 561 § 561 § 561

ADDITIONAL PAID-IN CAPITAL

Balance, beginmng of year $ 1107 % 1156 § 1,185
Change in accrued stock compensation costs (22) {16) (13)
Issuance of shares under stock compensation plans and emptoyee

stock purchase plans and related tax impact (57) (34) (14)
Purchase of subsidiary shares from non-controlling interests —_ 1 (2)
Balance, end of penod $ 1,028 § 1,107 $ 1,156
RETAINED EARNINGS

Balance, beginning of year $ 8628 $ 7949 $ 7438
Net income attributable to the Company 1,357 1,176 993
Dividend equivalents declared - (per share amounts $0 96 in 2013,

$0 90 1n 2012, and $0 86 1n 2011) (6) (8) (14)
Dividends declared — (per share amounts $0 96 1n 2013, $0 90 in

2012, and $0 86 n 2011) (527) {489) (466)
Balance, end of pericd $ 9452 §$ 8628 $ 7,949
ACCUMULATED OTHER COMPREHENSIVE LOSS

Balance, beginning of year $ (3,307) $ (3,188) $ {2,300)
Other comprehensive income (foss), net of tax 686 {119) (888)
Balance, end of period $ (2,621) $ (3,307) $ (3,188)
TREASURY SHARES

Balance, beginning of year $ (447) 3 (595 $§ (514)
issuance of shares under stock compensatien ptans and employee

stock purchase plans 481 378 280

Issuance of shares for acquisitions 1 — —
Purchase of treasury shares {550) (230) (361)
Balance, end of penod $ (515) $ (447) § (599
NON-CONTROLLING INTERESTS

Balance, beginning of year $ 64 § 57 §$ 47

Net income attributable to non-controlling interests 28 25 22

Distributions (28) {(16) (5)
Other changes 6 (2) {7)
Balance, end of period $ 70 % 64 % 57

TOTAL EQUITY $ 7975 $ 6606 $ 5940

The accompanying notes are an integral part of these consolidated statements
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MARSH & McLENNAN COMPANIES, INC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies

Nature of Operations* Marsh & McLennan Companies, Inc (the "Company”), a global professional
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

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

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 health, retirement, talent and
investments Oliver Wyman Group provides specialized management and economic and brand consulting
services

Acquisitions impacting the Risk and Insurance Services and Consulting segments are discussed in Note
4 below

Principles of Consolidation The accompanying consolidated financial statements include all wholly-
owned and majonty-owned subsidiaries All significant inter-company transactions and balances have
been eliminated

Fiduciary Assets and Liabilities: In its capacity as an insurance breker or agent, the Company
generally collects premiums from insureds and, after deducting its commissions, remits the premiums to
the respective insurance underwnters The Company alsc collects claims or refunds from underwriters on
behalf of nsureds Unremitted insurance premiums and claims proceeds are held by the Company in a
fiduciary capacity Risk and Insurance Services revenue includes interest on fiduciary funds of $27 million,
$39 million and $47 mulion 1n 2043, 2012 and 2011, respectively The Consulting segment recorded
fiduciary interest income of $5 milkion In 2013 and $4 million 1n both 2012 and 2011 Since fiduciary assets
are not available for corporate use, they are shown in the consolidated balance sheets as an offset to
fiduciary habilities

Net uncollected premiums and claims and the related payables amounied to $8 2 billion and $9 1 billion
at December 31, 2013 and 2012, respectively The Company 1 not a pnncipal to the contracts under
which the right to recewve premiums or the right to receive reimbursement of insured losses anses Net
uncollected premiums and claims and the related payables are, therefore, not assets and habilities 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 coliection These advances are made from corporate funds and are reflected in the
accompanying consolidated balance sheets as receivables

Mercer manages approximately $16 billion of assets in trusts or funds for which Mercer’s management or
trustee fee is considered a vanable interest Mercer 1s not the pnmary beneficiary of these trusts or funds
Mercer’s only variable interest in any of these trusts or funds 1s its unpaid fees, If any Mercer's maximum
exposure to loss of its interests 1s, therefore, imited to collection of its fees

Revenue Risk and Insurance Services revenue includes insurance commissions, fees for services
rendered and interest income on certan fiduciary funds Insurance commissions and fees for nsk transfer
services generally are recorded as of the effective date of the applicable policies or, In certain cases
{pnimarily in the Company's reinsurance broking operations), as of the effective date or biling date,
whichever is later A reserve for policy cancellation i1s provided based on historic and current data on
cancellations Fees for non-nisk transfer services provided to clients are recognized over the period In
which the services are provided, using a proportional performance model Fees resulting from
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achievement of certain performance thresholds are recorded when such levels are attained and such fees
are not subject to forfeiture

Consulting revenue includes fees paid by chents for advice and services and commissions from insurance
companies for the placement of individual and group contracts Fee revenue for engagements where
remuneration s based on time plus out-of-pocket expenses 1s recognized based on the amount of time
consulting professionals expend on the engagement For fixed fee engagements, revenue 1s recognized
using a proportional performance model Revenue from insurance commissions not subject to a fee
arrangement 15 recorded over the effective period of the applicable policies Revenue for asset based
fees I1s recognized on an accrual basis by applying the daily/monthly rate as contractually agreed with the
client to the applicable net asset value On a imited number of engagements, performance fees may also
be earned for achieving certain prescribed performance critenia Such fees are recognized when the
performance criterta have been achieved and agreed to by the chent Reimbursable expenses incurred by
professtonal staff in the generation of revenue and sub-advisory fees related to investment management
are included in revenue and the related expenses are included in other operating expenses

Cash and Cash Equivalents: Cash and cash equivalents primanly consist of certificates of deposit and
time deposits, with onginal matunties of three months or less, and money market funds The estimated
fair value of the Company’s cash and cash equivalents approximates thew carrying value The Company
is required to maintain operating funds of approximately $180 million related tc regulatery requirements
outside the U S or as collateral under captive insurance arrangements

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 amorhzation are removed from the accounts and any gain or loss Is
reflected in Income Expenditures for maintenance and repairs are charged to operations as incurred

Depreciation: of bulldings, bullding improvements, furniture, and equipment is provided on a straight-hne
basis over the estimated usefut lives of these assets Furniture and equipment 1s depreciated over
periods ranging from three to ten years Leasehold improvements are amortized on a straight-ine basis
over the periods covered by the applicable leases or the estimated useful life of the improvement,
whichever Is less Buildings are depreciated over penods ranging from thirty to forty years The Company
penodically reviews long-lived assets for impairment whenever events or changes indicate that the
carrying value of assets may not be recoverable

The compenents of fixed assets are as follows

December 31,

{In mificns of dollars) 2013 2012
Furniture and equipment $ 1,201 $1,168
Land and buiidings 408 412
Leasehold and buiding improvements 816 811
2,425 2,391
Less-accumulated depreciation and amortization (1,597) (1,582)

$§ 828 $ 809

Investments. The Company holds investments pnmarnily in private companies and certain private equity
funds

Certain investments, primarily investments in private equity funds, are accounted for under the equity
method using a consistently appled three-month lag period adjusted for any known significant changes
from the lag pernod to the reporting date of the Company The underlying prnivate equity funds follow
investment company accounting, where investments within the fund are carned at fairr value The
Company records in earnings, investment gainsflosses for its proportionate share of the change in fair
value of the funds, which amounted to gains of $12 mdlion, $33 mithen and $10 milkon 1n 2013, 2012 and
2011, respectively Investments recorded using the equity method are included in other assets in the
consolidated balance sheets
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As part of the sale of MMC Capital in 2005, the Company retained the right to receive certain
performance fees related to the Tndent [l and Trident {1l private eguity partnerships The Company
recognizes performance fee income when such fees are no longer subject to forferiture, which may take a
number of years tc resolve The Company deferred the recognition of iIncome related to such
performance fees of $38 milion and $63 million at December 31, 2013 and 2012, respectively, related to
Tndent Il This Income 1s based on the investment performance over the life of each investment in the
private equity fund, and future declines in fund performance from current levels may result in the forfeiture
of such revenue Tndent Il has now fully harvested all its portfolio investments and final distnibutions were
made to partners during the fourth quarter of 2013 Therefore, the Company no longer holds an
investment in Tndent 11 Approximately $40 million and $15 milhon of performance fees were recognized
in 2013 related to Trident lll and Trident Il, respectively, and included as part of investment income The
Company recewved approximately $100 milion in cash proceeds related to Tndent Il partnership
distnbutions sn 2013

Gains or losses recegnized 1n earnings from the investments, including the performance fees discussed
above, are included in Investment iIncome in the consolidated statements of income

Goodwill and Other Intangible Assets Goodwill represents acquisition costs in excess of the farr value
of net assets acquired Goodwill 1s reviewed at least annually for impairment The Company performs an
annual impairment test for each of its reporting units during the third guarter of each year When a step 1
test I1s performed, 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
quarter end and include directly identified assets and habihties as well as an allocation of those assets
and liabilities not recorded at the reporting unit level As discussed in Note 6, the Company may elect to
assess qualitative factors to determine if a step 1 assessment 1s necessary Other intangible assets,
which primarily consist of customer lists, that are not deemed to have an indefinite Iife are amortized over
their estimated hves and reviewed for impairment upon the occurrence of certain tnggering events in
accordance with applicable accounting Iiterature The Company had no indefinite lived dentified
intangible assets at December 31, 2013 or 2012

Capitalized Software Costs. The Company capitalizes certain costs to develop, purchase or modify
software for the internal use of the Company These costs are amortized on a straight-line basis over
penods ranging from 3 to 10 years Costs incurred during the preliminary project stage and post
implementation stage, are expensed as incurred Costs incurred durning the application devetopment
stage are capitahzed Costs related to updates and enhancements are only capitalized if they will result in
addiional functionality Capitalized computer software costs of $399 milion and $278 mullion, net of
accumulated amortization of $748 million and $691 million at December 31, 2013 and 2012, respectively,
are included in other assets in the consclidated balance sheets

Legal and Other Loss Contingencies: The Company and its subsidiaries are subject to a significant
aumber of clams, lawsuits and proceedings including claims for errors and omissions ("E&QO"™) GAAP
requires that a liability be recorded when a toss i1s both probable and reasonably estimable Significant
management judgment 1s required to apply this guidance The Company utiizes case level reviews by
inside and outside counsel, an internal actuartal analysis and other analysis to estimate potential losses
The hability i1s reviewed quarterly and adjusted as developments warrant In many cases, the Company
has not recorded a liability, other than for lega! fees to defend the claim, because we are unable, at the
present time, to make a determination that a loss 15 both probable and reasonably estimable Gwven the
unpredictabiiity of E&Q claims and of lihgation that could flow from them, it is possible that an adverse
outcome 1n a particular matter coutd 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

In addition, o the extent that insurance coverage 1s avallable, significant management judgment 1s
required to determine the amount of recovenes that are probable of collection under the Company’s
various Insurance programs

The legal and other contingent habilites descnbed above are not discounted




Income Taxes: The Company's effective 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
effective tax rate and in evaluabng uncertain tax positions and the ability to realize deferred tax assets

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 1s a two-step process The first
step involves recognition The Company determines whether it 1s more likely than not that a tax position
will be sustained upon tax examination, including resclution of any related appeals or itigation, based on
only the techmical ments of the position The technical ments of a tax position derive from both statutory
and judicial authority (legislation and statutes, legislative intent, regutations, rulings, and case law) and
their apphcability to the facts and circumstances of the tax position If a tax position does not meet the
mare likely than not recognition threshold, the benefit of that posihon s not recognized in the financial
statements The second step 1s measurement A tax position that meets the more likely than not
recognition threshold 1s measured to determine the amount of benefit to recognize in the financial
statements The tax position is measured as the largest amount of benefit that 1s greater than 50 percent
likely of being realized upon ultimate resolution with a taxing authority

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

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 15 different than that reported in the income 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 habiities 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 Is estimated
that future taxable income will be insufficient to use a deduction or credit in that junisdiction Deferred tax
habiities 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 n the financial statements

Denivative Instruments* All derivatives, whether designated in hedging relationships or not, are
recorded on the balance sheet at fair value i the denvative 1s designated as a fair value hedge, the
changes n the fair value of the denvative and of the hedged item attnbutable to the hedged nsk are
recognized in earnings If the dernvative 1s designated as a cash fiow hedge, the effective portions of
changes In the fair 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 ineffective portion of cash flow hedges are recognized in earnings

Concentrations of Credit Risk: Financial instruments which potentially subject the Company to
concentrations of credit nisk consist primarily of cash and cash equivatents, 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 large number of high qualty
financial institutions to imit the amount of credit nsk exposure Concentrations of credit risk 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: From 2009 through 2012, the Company used the two-class method to compute basic
and diluted earnings per share ("EPS") Under the accounting guidance which applies to the calculation of
EPS for share-based payment awards with nghts to dividends or dividend equivalents, unvested share-
based payment awards that contain non-forfeitable nghts to dividends or dividend equivalents {whether
paid or unpaid) are participating securities and should be included in the computation of basic and dilutive
EPS using the two-class method
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in the first quarter of 2013, the share-based payment awards with non-forfeitable nghts to dividends
became fully vested As a resuit, the Company 1s nc longer required to use the two-class method and In
the first quarter of 2013 used the treasury stock method to calculate EPS There was no difference in the
earmngs per share calculaticns when comparnng the two-class method to the treasury stock method for
the years ended 2012 and 2011 Therefore, the prior period information in the chart below shows the
earnings per share calculation using the treasury stock method, consistent with current year presentation

Basic net income per share attnibutable to the Company and income from continuing operations per share
are caiculated 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

Diluted net income per share attributable to the Company and income from continuing operations per
share are calculated by dividing the respective after-tax income attributable 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 commaon shares Reconciliations of the apphcable
income components used for diluted EPS - Continuing operations and basic weighted average common
shares outstanding to diluted weighted average common shares outstanding are presented below The
reconciling items refated to the calculation of diluted weighted average common shares outstanding are
the same for net Income attributable to the Company

Basic and Diluted EPS Calculation - Continuing Operations

{In mithons, except per share figures) 2013 2012 2011
Net income from continuing operations $ 1,379 $ 1204 % 982
Less Netincome attributable to non-controlling interests 28 25 22

$ 1,351 $ 1,179 § 960
Basic weighted average commen shares outstanding 549 544 542
Dilutive effect of potentially 1ssuable common shares 9 8 9
Diluted weighted average common shares outstanding 558 552 551
Average stock price used to calculate common stock equivalents $ 4097 $ 3310 $ 2940

There were 22 6 million, 32 0 millon and 38 9 million stock options outstanding as of December 31, 2013,
2012 and 2011, respectively

Estimates: The preparation of financial statements in conformity wath accounting principles generally
accepted in the United States requires management to make estimates and assumptions that affect the
reported amounts of assets and habilities and disclosure of assets and hatnlities at the date of the
financial statements, and the reported amounts of revenues and expenses during the reporting penod
Actual results may vary from those estimates

New Accounting Pronouncements: In July 2013, the FASB 1ssued new accountng guidance related to
the presentation of unrecognized tax benefits as a reduction to a deferred tax asset for a net operating
loss carry-forward, a similar tax loss, or a tax credit carry-forward However, to the extent a net operating
loss carry-forward, a similar tax loss, or a tax credit carry-forward 1s not availlable at the reporting date
under the tax law of the applicable jurisdiction to settle taxes that would result from the disallowance of
the tax positton or the entity does not intend to use the deferred tax asset for this purpose (provided that
the tax law permits a choice), the unrecognized tax benefit shall be presented in the financial statement
as a hability and shall not be combined with deferred tax assets The guidance 1s effective for fiscal years
beginning after December 15, 2013 The adoption of this new guidance will affect balance sheet
classification and footnote disclosure only and 1s not expected to have a matenal impact on the
Company's financial statements

In June 2013, the FASB 1ssued new accounting guidance which amends the critena for an entity to qualify
as an investment company The guidance clarifies the charactenstics of an investment company,
provides comprehensive guidance to determine whether an entity 1s an investment company and sets
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measurement and disclosure requirements for investment companies The guidance s effective for
interim and annual reporting penods beginning after December 15, 2013 Earher application 1s prohibited
Adoption of the guidance Is not expected to matenially affect the Company's financial position, results of
operations or cash flows

In February 2013, the FASB i1ssued new accounting guidance that adds new disclosure requirements for
items reclassified out of accumulated other comprehensive income The Company tmplemented this new
guidance for the reporting period ended March 31, 2013 Other than enhanced disclosure, the adoption
of this new guidance did not have a matenal effect on the Company's financial statements

In the first quarter of 2012, the Company adopted new accounting guidance related to the presentation of
Comprehensive Income The new guidance gives an entity the optron to present the total of
comprehensive iIncome, the companents of net income, and the components of other comprehensive
income either In a single continuous statement of comprehensive income or in two separate but
consecutive statements In both choices, an entity 1s required to present each component of net income
along with tota! net iIncome, each component of ather comprehensive income along with a total for other
comprehensive Income, and a total amount for comprehensive Income The guidance eliminates the
option to present the components of other comprehensive income as part of the statement of changes in
stockholders’ equity The guidance did not change the items that must be reported in other
comprehensive iIncome or when an item of other comprehensive income must be reclassified to net
income Other than enhanced disclosure, adoption of this new gwdance did net have a matenal effect on
the Company's financial statements

In January 2012, the Company adopted guidance 1ssued by the FASB on accounting and disclosure
requirements related to fair value measurements The guidance expands the disclosures on Level 3
inputs by requiring quantitative disclosure of the unobservable inputs and assumptions, as well as
descniption of the valuation processes, the sensitivity of the fair vaiue to changes in unobservable Inputs
and the hierarchy classification, vatuation techniques, and inputs for assets and lhabiliies whose fair value
is only disclosed In the footnotes

Reclassifications* Certain reclassifications have been made to prior period amounts to conform with
current year presentation, in particular with regard to the Per Share Data disclosure in Footnote 1, which
Is presented using the treasury stock method, since there 1s no difference in the earnings per share
calculation between the treasury stock method and the two-class method for the three years presented
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2. Supplemental Disclosures

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

(In mihons of dollars) 2013 2012 2011
Assets acquired, excluding cash $ 217 $ 380 $ 214
Released from escrow in 2012 — (62) —
Liabiities assumed (53) (42) (21)
Contingent/deferred purchase consideration (39) (46) (33)
Net cash outflow for current year acquisitions 125 230 160
Purchase of other intangibles 2 3 4
Deferred purchase consideration from prior years' acquisitions 15 59 11
Subtotal $ 142 $ 292 $ 175
Cash paid into escrow for future acquisition — — 62
Net cash outflow for acquisitions $ 142 § 292 § 237
{In millrons of dollars) 2013 2012 201
Interest paid $ 170 $ 183 §$ 188
Income taxes paid, net of refunds $ 360 3 35 §$ 37

The Company had non-cash 1ssuances of commeon stock under its share-based payment plan of $150
milion, $193 milion and $197 milhon for the years ended December 31, 2013, 2012 and 2011,
respectively The Company recorded stock-based compensation expense related to equity awards of
$110 million, $152 million and $165 million for the years ended December 31, 2013, 2012 and 2011,
respectively

The cansolidated statement of cash flows includes the cash flow impact of discontinued operations in
each cash flow category, which were insignificant to the overall Company

An analysis of the allowance for doubtful accounts is as follows

For the Year Ended December 31,

{(In millions of doflars) 2013 2012 2011
Balance at beginning of year $ 106 $ 105 % 114
Provision charged to operations 16 11 11
Accounts wnitten-off, net of recoveries (19) (12) (21)
Effect of exchange rate changes and other (5) 2 1
Balance at end of year $ 98 $ 106 $ 105
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3 Other Comprehensive Income (Loss)

The changes in the balances of each component of Accumulated Other Comprehensive Income ("AOCI")
for the year ended December 31, 2013, including amounts rectassified out of AOCI, are as follows

Pension/Post- Foreign
Unrealized Retirement Currency
Investment Plans Gains Translation
(In mithons of dolfars) Gains (Losses) Adjustments Total
Balance as of January 1, 2013 $ 4 3 (3,451) § 140 $ {3,307)
Other comprehensive income
(loss) before reclassifications 1 574 {84) 491
Amounts reclassified from
accumulated other
comprehensive Income — 195 —_— 195
Net current penod other
comprehensive income (loss) 1 769 (84) 686
Balance as of December 31,2013 § 5 § {2,682) $ 66 § (2,621)

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

For the Year Ended December 31, 2013

Tax
{In mifions of doifars) Pre-Tax (Credit) Net of Tax
Foreign currency translation adjustments $ (86) § 2) % (84)
Unrealized investment gains (losses) 1 _ 1

Pension/post-retirement plans
Amortization of losses {gains) included in net pernodic pension cost

Pnior service gains (22) (8) (14)
Net actuanal losses 317 108 208
Subtotal 295 100 195
Net gains ansing during penod 898 339 559
Foreign currency translation adjustments 27 8 19
Other adjustments {7) (3) (4)
Pension/peost-retirement plans gains 1,213 444 769
Other comprehensive income $ 1,128 $ 442 % 686
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For the Year Ended December 31, 2012
(in milhions of dollars) Pre-Tax (CTr'::; ity Netof Tax
Foreign currency translation adjustments 3 177 $ 5% 182
Unrealized investment losses (1) 1 (2)
Pension/post-retirement plans
Amertization of losses (gains) included n net penodic pension cost
Prior service gains (31) (12) (19)
Net actuanal losses 270 g0 180
Subtotal 239 78 161
Net loss ansing during pernod (648) (217) (431)
Foreign currency transiation adjustments (113) (26) (87)
Other adjustments 75 17 58
Pension/post-retirement plans losses (447) (148) (299)
Other comprehensive loss $ (271) ¢ (152) $ (119)

For the Year Ended December 31, 2011
Tax
(in miflions of doliars}) Pre-Tax (Credif) Net of Tax
Foreign currency translation adjustments $ (100} 8 4 & (104)
Unrealized Investment losses (9) (4) (5)
Pension/post-retirement plans
Amortization of losses (gains) included n net periodic pension cost
Prior service gains (32) (13) (19)
Net actuanal losses 213 68 145
Subtotal 181 55 126
Net loss ansing during period (1,289) (388) {901)
Foreign currency franslation adjustments (14) (3) (11}
Other adjustments 8 1 7
Pension/post-retirement pians losses (1,114) {335) (779)
Other comprehensive loss $ (1,223)% (335) % (888)

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

December 31,

December 31,

(In mithons of dollars) 2013 2012

Foreign currency translation adjustments (net of deferred tax hability of

$7 and $91n 2013 and 2012, respectively) $ 56 $ 140

Net unrealized investment gains (net of deferred tax hiability of $2 in

2013 and 2012, respectively) 4

Net charges related to pension / post-retrement plans (net of deferred

tax asset of $1,213 and $1,657 1n 2013 and 2012, respectively) (2,682) (3,451)
$ (2,621) $ (3,307)
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4  Acquisitions

The Company’s acquisitions have been accounted for as purchases Net assets and results of operations
are included in the Company’s consohidated financial statements commencing at the respective purchase
dates In connection with acquisitions, the Company records the estimated value of the net tangible
assets purchased and the value of the identifiable intangible assets purchased, which typically consist of
purchased customer lists, trademarks and non-compete agreements The valuation of purchased
intangible assets involves significant estimates and assumptions Any change in assumptions could
affect the carrying value of such intangible assets

The Risk and insurance segment completed six acquisitrons dunng 2013

« June - Marsh acquired Rehder vy Asociados Group, an insurance adviser in Peru The business
includes the insurance broker Rehder y Asociados and employee health and benefits specialist,
Humanasalud Marsh also completed the acquisition of Franco & Acra Tecniseguros, an
insurance advisor in the Dominucan Republic

« July - Guy Carpenter acquired Smith Group, a specialist disability reinsurance risk manager and
consultant based in Maine

- September - Marsh purchased an additional stake 1n Insia a s , an insurance broker operating in
the Czech Republic and Stovakia which, when combined with its prier holdings, gave MMC a
controling interest Insia a s was previously accounted for under the equity method

« November - Marsh & McLennan Agency ("MMA"} acquired Elsey & Associates, a Texas-based
provider of surety bonds and insurance coverage to the construction industry

= December - MMA acquired Cambridge Property and Casualty, a Michigan-based company
providing insurance and risk management services to high net worth individuals and mid-sized
bhusinesses

The MMA acquisitions were made to expand Marsh's presence in the U S middle-market business

The Consulting segment completed two acquisitions during 2013
« July - Ohver Wyman acquired Corven, a U K -based management consultancy firm

«  August - Mercer acquired Global Remuneration Seclutions, a market leading compensation
consulting firm based in South Africa

Total purchase censideration for acquisittons made dunng 2013 was $178 milkon, which consisted of
cash paid of $139 million, deferred purchase and estimated contingent consideration of $32 million
Contingent consideration arrangements are primarily based on EBITDA and revenue targets over two to
four years The fair value of the contingent consideration was based on projected revenue and earnings
of the acquired entities Estimated fair values of assets acguired and habihties assumed are subject to
adjustment when purchase accounting is finalized During 2013, the Company also paid $15 million of
deferred purchase consideration and $17 million of contingent censideration related to acquisitions made
In prior years  In addition, the Company patd $2 million to purchase other intangible assets dunng 2013
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The following table presents the preliminary allocation of the acquisition cost to the assets acquired and
hiabilities assumed, based on therr fair values

{In millions} 2013
Cash $ 139
Estimated fair value of deferred/contingent consideration 39
Total Consideration $ 178
Allocation of purchase price
Cash and cash eguivalents $ 14
Accounts receivable, net 10
Other current assets 12
Property, plant, and equipment 3
Intangible assets (primanly customer hists amortized over 10 years) 77
Goodwill 113
Other assets 2
Total assets acquired 231
Current habihties 21
Other habihties 32
Total habilities assumed 53
Net assets acquired $ 178

Prior Year Acquisifions
Dunng 2012, Marsh completed the following twelve acquisitions

= January - Marsh acquired Alexander Forbes' South African brokerage operations, including
Alexander Forbes Risk Services and related ancillary operations and insurance broking
operations in Botswana and Namibia to expand Marsh's presence in Africa Marsh subsequently
closed the acquisitions of the Alexander Forbes operations in Uganda, Malaw and Zambia

*  March - MMA acquired KSPH, LLC, a middle-market employee benefits agency based in Virginia,
and Marsh acquired Cosmos Services (America) Inc , the U S insurance brokerage subsidiary of
ITOCHU Corp , which specializes in commercial property/casualty, personal lines, and employee
benefits brokerage services to U S subsidianes of Japanese companies

« June - MMA acquired Progressive Benefits Solutions, an employee benefits agency based in
North Carolina, and Security insurance Services, Inc , a Wisconsin-based msurance agency
which offers property/casualty and employee benefits products and services to individuals and
businesses

*  August - MMA acguired Rosenfeld-Einstein, a Scuth Carolina-based employee benefits service
prowvider, and Eidson Insurance, a property/casualty and employee benefits services firm located
in Flonda

»  October - MMA acquired Howalt+McDowell, a South Dakota-based agency which offers property
casualty, surety, personal protection and employee benefits insurance to individuals and
businesses, and The Protector Group Insurance Agency, a Massachusetts-based agency which
provides property casuaity, employee benefits services, personal insurance and indvidual
financial services

+  November - MMA acquired Brower Insurance, an Ohio-based company providing employee
benefits, property/casualty and consuiting services

» December - MMA acquired McGraw Wentworth, a Michigan-based company providing consuiting
services to mid-sized organizations, and Liscomb Hood Mason, a Minnesota-based company
providing property/casualty and employee benefits products and services
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The MMA acquisitions were made to expand Marsh's presence In the U S middle-market business

Dunng 2012, Mercer completed the following three acquisitions

+  February - Mercer acquired the remaining 49% of Yokogawa-ORC, a global mobility firm based
in Japan, which was previously accounted for under the equity method, and Pensjon & Finans, a
leading Norway-based financial investment and pension consulting firm

» March - Mercer acquired REPCA, a France-based broking and advisory firm for employer health
and benefits plans

Total purchase consideration for acquisitions made duning 2012 was $360 million, which consisted of
cash paid of $252 million, deferred purchase and estimated contingent consideration of $48 million, and
cash held in escrow of $62 million at December 31, 2011 that was released in the first quarter of 2012
Contingent consideration arrangements are pnmarly based on EBITDA and revenue targets over two to
four years The fair value of the contingent consideration was based on projected revenue and earnings
of the acquired entities Estimated fair values of assets acquired and habihities assumed are subject to
adjustment when purchase accounting 1s finalized Dunng 2012, the Company also paid $59 midlion of
deferred purchase consideration and $30 million of contingent consideration related to acquisitions made
in prior years  In addition, the Company paid $3 million to purchase other intangible assets during 2012

Subsequent Acquisitions

In January 2014, MMA announced that it had acquired Barney & Barney, a San Diego based insurance
broking firm that provides insurance, nsk management, and employee benefits solutions to businesses
and individuals throughout the U S and abroad Also in January, Marsh announced that it had reached a
definitive agreement to acquire Central Insurance Services, an independent insurance broker in Scotland
that provides insurance broking and risk advisory services to companies of all sizes across industry
sectors, with particular expertise in Scotland’s oif and gas sector as well as financial services,
construction, and agriculture It also has an extensive private client offering, specializing in providing
tailored insurance solutions for individuals and families

Pro-Forma Information

While the Company does not believe its acguisitions are matenal in the aggregate, the followrng
unaudited pro-forma financial data gives effect to the acquisitions made by the Company durning 2013 and
2012 and for the Barney & Barney acquisition that closed in January 2014 In accordance with
accounting guidance related to pro-forma disclosures, the information presented for current year
acquisitions and the Barney & Barney acquisition 1s as If they occurred on January 1, 2012 and reflects
acquisitions made in 2012 as if they occurred on January 1, 2011 The pro-forma information adjusts for
the effects of amortization of acquired intangibles The unaudited pro-forma financial data 1s presented for
illustrative purposes only and Is not necessarly indicative of the operating results that would have been
achieved If such acquisiions had occurred on the dates indicated, nor 1s it necessarnly indicative of future
consolidated results
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Years Ended December 31,

(In milhons, except per share data) 2013 2012 2011
Revenue $12,424 $12,202 $ 11,778
Income from continuing operations $ 1,387 $ 1222 § 990
Net iIncome attributable to the Company $ 1,365 3 1,195 $ 1,001
Basic net income per share

— Continuing operations $ 248 3 220 $ 178

— Net income attributable to the Company $ 249 § 220 $ 184
Diluted net iIncome per share

— Continuing operations $ 244 3 216 % 175

— Net income attributable to the Company $ 245 $ 216 $ 181

The consolidated statements of income for 2013 include approximately $50 million of revenue and $9
milion of net operating income, respectively, related to acquisitons made durning 2013

5. Discontinued Operations

As part of the disposal transactions for Putnam and Kroll, the Company provided certain indemnities,
primarnly related to pre-transaction tax uncertainties and legal contingencies In accordance with
applicable accounting guidance, habilities were established related to these indemnities at the time of the
sales and reflected as a reduction of the gain on disposal Discontinued operations includes charges or
credits resulting from the settlement or resolution of the Indemnified matters, as well as adjustments to the
labtlities related to such matters Discontinued operations in 2011 includes credits of $50 million from the
resolution of certain legal matters and msurance recoveries, as well as the settlement of tax audits and
the expiration of the statutes of imitations related to certain of the indemnified matters, primanly with
respect to Putnam

In the fourth quarter of 2011, management inttrtated a plan to sell the Marsh BPO business, which was
completed in August 2012 Marsh's BPO business, previously part of the Marsh U 8 Consumer business,
provided policy, claims, call center and accounting operations on an outscurced basis to life insurance
carriers Marsh invested In a technology platform that was designed to make the Marsh BPO business
scalable and more efficient During 2011, Marsh decided that it would cease investing in the technology
platform and instead exit the business via a sale The Company wrote off capitalized software of $17
milion, net of tax, which 1s included in discontinued operations in 2011

Summarized Statements of Income data for discontinued operations is as follows

For the Year Ended December 31,

(In mithons of dolfars) 2013 2012 2011
Income (loss) from discontinued operations, net of tax $ -_— 3 — S (7N
Disposals of discontinued operations (4) (2) 25
Income tax (credit) expense {(10) 1 (25)
Disposals of discontinued operations, net of tax 6 (3) 50
Discontinued operations, net of tax $ 6 § 3 3 33
Discontinued operations, net of tax per share

- Basic $ 001 3 — $ 008

— Diluted $ 001 § — % 006
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6. Goodwill and Other Intangibles

The Company 1s required to assess goodwill and any mdefinite-lived intangible assets for impairment
annually, or more frequently If circumstances indicate impairment may have occurred The Company
performs the annual impairment test for each of its reporting umits during the third quarter of each year In
2013, the Company elected to not use the opticn to perform a qualifative assessment to determine iIf a
step 1 impairment test was necessary and instead elected to perform a step 1 impairrment test Fair
values of the reporting units were estimated using either a market approach or discounted cash flow
model This fair value determination was categorized as Level 3 in the fair value hierarchy Carrying
values for the reporting units are based on balances at the prnor quarter end and include directly identified
assets and lhabil:ties as well as an allocation of those assets and habilities not recorded at the reporting
unitlevel The Company completed its 2013 annual review in the third quarter and concluded goodwaill
was not imparred, as the fair value of each reporting unit exceeded its carrying value by a substantial
margin

Other intangible assets that are not deemed to have an indefinite life are amortized over their estimated
ives and reviewed for impairment upon the occurrence of certain fnggering events in accerdance with
applicable accounting hiterature

Changes in the carrying amount of gocodwill are as follows

(In miliions of dollars) 2013 2012
Balance as of January 1, as reported $ 6,792 3% 6,562
Goodwill acquired 113 226
Other adjustments® (12) 4
Balance at December 31, $ 6893 §$ 6792
(a) Reflects increases due to the mpact of foreign exchange in both years 2013 also reflects a

reduction due to purchase accounting adjustments

The goodwifl acquired of $113 million n 2013 (approximately $7 mithon of which 1s deductible for tax
purposes) compnsed of $96 mithon related to the Risk and Insurance Services segment and $17 milhon
related to the Consulting segment

Goodwiit allocable to the Company’s reportable segmenits s as follows Risk and Insurance Services,
$4 7 bilhon and Consulting, $2 2 billion

Amortized intangible assets consist prmarily of the cost of client lists and trade names acquired The
gross cost and accumulated amortization at December 31, 2013 and 2012 1s as follows

(in mithons of dollars) 2013 2012
Net Net
Gross Accumulated  Carrying Gross  Accumulated Carrying
Cost Amortization Amount Cost Amortization Amount
Amortized iIntangibles $ 888 § 416 $ 472 3 814 % 345 % 469

The Company recorded an intangible asset impairment charge of $5 milion and $8 million in the third
quarter of 2013 and 2012, respectively, in the Risk & Insurance Services segment

65




Aggregate amortization expense for each of the years ended December 31, 2013, 2012 and 2011 was
$72 million, $72 milion and $65 millton, respectively The estimated future aggregate amortizatton

expense I1s as follows

For the Years Ending December 31,
(In millions of dollars)

2014
2015
2016
2017
2018
Subsequent years

77
75
68
61
58
133

472
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7. Income Taxes
For financial reporting purposes, iIncome before income taxes includes the following components

For the Years Ended December 31,

{In mithons of dollars) 2013 2012 2011
Income before income taxes
Uus $ 407 % 398 5 121
Other 1,566 1,298 1,283

$ 1,973 § 1686 § 1,404

The expense (benefit) for iIncome taxes 1s comprised of
Income taxes

Current—

U S Federal $§ 102 % 42 3 7
Cther national governments 264 336 289
U S state and local 45 24 24
411 402 320

Deferred-
US Federal 12 (18) 5
Other national governments 149 89 90
U S state and local 22 19 7
183 20 102
Total Income taxes $ 584 3 492 3 422

The significant components of deferred income tax assets and habihties and therr balance sheet
classifications are as follows

December 31,

(In milons of dollars) 2013 2012

Deferred tax assets"
Accrued expenses not currently deductible $ 570 3% 589
Differences related to non-U S operations ‘@ 140 159
Accrued retirement & postretirement benefits-—non-U S operations —_ 107
Accrued retirement benefits U S 297 604
Net operating losses ® 79 104
Income currently recognized for tax 74 75
Foreign tax credit carryforwards 157 224
Other 20 77

$ 1407 $ 1,939

Deferred tax habilities:

Unrealized investment holding gains $ 2 3 2
Differences related to non-UU S operations 112 107
Depreciation and amortizaticn 273 245
Accrued retirement & postretirement benefits - non-U S operations 89 —
Other 3 4

$ 479 $ 358

(a) Net of valuation allowances of $12 muliion in 2013 and $7 million in 2012
(b) Net of valuation allowances of $70 million in 2013 and $65 million 1n 2012
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December 31,
(In mithons of dollars) 2013 2012
Balance sheet classifications®

Current assets $ 482 §$§ 410
Other assets $ 626 $ 1,223
Current labilities $ (18) $ (18)
Other labilities $ (162) % (34)

U S Federal income taxes are not provided on temporary differences with respect to investments in
forergn subsidianes that are essentially permanent in duration, which at December 31, 2013, the
Company estimates, amounted to approximately $5 2 billion The determination of the unrecognized
deferred tax habiity with respect to these investments is not practicable

A reconcillation from the U S Federal statutory income tax rate to the Company's effective income tax
rate 1s shown below

For the Years Ended December 31, 2013 2012 2011
U S Federal statutory rate 35.0% 350% 350%
U S state and local income taxes—net of U S Federal

income tax benefit 21 19 18
Differences related to non-U S operations (6 0) 61) (6 5)
Other (1.0) {18) —
Effective tax rate 301% 290% 30 1%

The Company's consoldated tax rate was 30 1%, 29 0% and 30 1% in 2013, 2012 and 2011,
respectively The tax rate in each year reflects foreign operations, which are generally taxed at rates lower
than the U S statutory tax rate

Valuation allowances had net increases of $10 milion and $23 rmullion in 2013 and 2012, respectively, and
a decrease of $1 million in 2011 During the respective years, adjustments of the beginning of the year
balances of valuation allowances decreased income tax expense by $3 million in 2013 and increased
Income tax expense by $16 miliion in 2012 None of the cumulative valuation allowances relate to
amounts which if realized would increase contributed capital in the future Approximately 66% of the
Company’s net operating loss carryforwards expire from 2014 through 2033, and others are unimited
The potental tax benefit from net operating loss carryforwards at the end of 2013 comprised state and
local, and non-U S tax benefits of $60 milhon and $90 million, respectively, befare reduction for valuation
allowances Foreign tax credit carryforwards expire from 2019 through 2022

The realization of deferred tax assets depends on generating future taxable income durning the penods in
which the tax benefits are deductible or creditable The Company and Marsh have been profitable in the
U S and globally Tax habiites are determined and assessed on a legal entity and junsdictional basis
Certain taxing authorties aliow or require combined or consolidated tax filings The Company assessed
the realizability of its domestic deferred tax assets, particularly state deferred tax assets of Marsh relating
to junisdictions in which it files separate tax returns, state deferred tax assets of all of the Company's
domestic operations related to junisdictions in which the Company files a unitary or combined state tax
return, and foreign tax credit carry-forwards 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, 2013,
the Company considered all available evidence, placing particular weight on evidence that could be
objectively venfied The evidence considered included {1} the profitability of the Company's U S
operations throughout the penod 2011 to 2013, (1) the nature, frequency, and seventy of losses incurred
prior to 2011, () profit trends evidenced by continued improvements in the Company's and Marsh's
operating performance, (iv) the non-recurrning nature of some of the items that contributed to the losses
before 2011, (v) the carry-forward periods for the net operating losses ("NOLs") and foreign tax credit
carryforwards, (v1) the sources and timing of future taxable income, giving weight to sources according to
the extent to which they can be cbjectively vernified, and (vii) tax planning strategies that would be
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implemented, If necessary, to accelerate utihization of NOLs Based on its assessment, the Company
concluded that it 15 more likely than not that most of these deferred tax assets are realizable and a
valuation allowance was recorded to reduce the domestic deferred tax assets to the amount that the
Company believes s more hkely than not to be realized In the event sufficient taxable income I1s not
generated In future penods, additional valuation allowances of up to approximately $195 million could be
required relating to these domestic deferred tax assets The realization of the remamning U S federal
deferred tax assets 1s not as sensitive to U S profits because 1t 1s supported by anticipated repatnation of
future annual earnings from the Company’s profitable global operations, consistent with the Company's
histonical practice In addition, when making its assessment about the realization of its domestic deferred
tax assets at December 31, 2013, the Company continued to assess the realizability of deferred tax
assets of certain other entities with a history of recent losses, including other U § entities that file
separate state tax returns and foreign subsidianes, and recorded valuation allowances as appropnate

Following 1s a reconciliation of the Company’s total gross unrecognmized tax benefits for the years ended
December 31, 2013, 2012 and 2011

(In milions of dolfars) 2013 2012 2011
Balance at January 1, $ 17 § 143 % 199
Additions, based on tax positions related to current year 16 26 7
Additions for tax positions of prnior years 35 35 39
Reductions for tax positions of prior years {7 41 (91)
Settlements 3) (53] (6)
Lapses in statutes of imitation (30) (40) (5)
Balance at December 31, $ 128 § 117  § 143

Of the total unrecognized tax benefits at December 31, 2013, 2012 and 2011, $71 million, $96 million and
$102 mill:on, respectively, represent the amount that, iIf recagnized, would favorably affect the effective
tax rate in any future pernods The total gross amount of accrued interest and penalties at December 31,
2013, 2012 and 2011, before any applicable federal benefit, was $10 million, $13 milhion and $17 million,
respectively

As discussed In Note 5, the Company has provided certain indemnities related to contingent tax habilities
as part of the disposals of Putnam and Kroll At December 31, 2013, 2012 and 2011, $2 milion, $6 million
and $14 million, respectively, included in the table above, relates to Putnam and Kroll positions included
in consohdated Company tax returns Since the Company remains primarily liable to the taxing authonties
for resolution of uncertain tax positions related to consolidated returns, these balances will remain as part
of the Company's consolidated 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 Company 1s routinely examined by the junsdictions in which it has significant operations During
2013, the Company settled federal tax audits with the Internal Revenue Service (IRS) for years 2007 and
2009 through 2011 The tax year 2008 was settled in a prior period Duning 2011, the Company was
accepted to participate in the IRS Compliance Assurance Process (CAP) which 1s structured to conduct
real-ime comphance reviews The IRS 1s currently examining 2012 and performing & pre-filing review of
the Company's 2013 U S operations New York State and New York City have examinations underway
for vanous entihes covening the years 2007 through 2011 Duning 2013, the State of llinois commenced
an audit of the Company for years 2009 through 2012 During 2013, the Company filed appeals in the
Massachusetts Appellate Tax Board for vanous entities for assessments received at the end of 2012, and
the Company 1s currently appealing those assessments Dunng 2013, the United Kingdom commenced
an examination of tax years 2011 and 2012 for vanous subsidiaries There are no ongoing tax audits in
the junsdictions outside the U S in which the Company has significant operations The Company
reguiarly considers the likellhood of assessments in each of the taxing junsdictions resulting from
examinations The Company has established approprate labtlities 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 position of the Company, although a resolution of tax matters could
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have a material impact on the Company's net income or cash flows and on its effective tax rate in a
particular future period |t 1s reasonably possible that the total amount of unrecognized tax benefits will
decrease between zero and approximately $21 million within the next twelve months due to setttement of
audits and exptration of statutes of limstation

8. Retirement Benefits

The Company maintains qualfied and non-qualified defined benefit pension plans for its U S and non-
U S eligible employees The Company’s palicy for funding its tax qualified defined benefit retirement
plans 1s to contnbute amounts at least sufficient to meet the funding requirements set forthby U S law
and the laws of the non-U 8 junsdictions in which the Company offers defined benefit plans

Combined U S and non-U S Plans

The weighted average actuarial assumptions utlhized for the U S and significant non-U S defined benefit
plans and postretirement benefit plans are as follows

Pension Postretirement
Benefits Benefits
2013 2012 2013 2012

Weighted average assumptions
Discount rate (for expense) 4.38% 491% 4.32% 505%
Expected return on plan assets 7.68% 8 03% — —
Rate of compensation increase (for expense) 2.43% 3 09% —_ —_
Discount rate (for benefit obligation) 4.82% 4 38% 5.03% 4 32%
Rate of compensation increase (for benefit
obhgation) 264% 243% —_ —_

The Company uses actuanes from Mercer, a subsidiary of the Company, to perform valuations of its
pension plans The long-term rate of return on plan assets assumption 1s determined 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 utihzes a model developed by the Mercer actuanes to assist in the
determination of this assumption The model takes into account several factors, including actual and
target portfolio allocation, investment, admirustrative and trading expenses incurred directly by the plan ‘
trust, histonical portfolio performance, relevant forward-looking economic analysis, and expected returns, !
variances 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 Councit Note May 2001 Selecting and Documenting Investment Return Assumptions” and
consistent with Actuanal Standards of Practice No 27 Histoncal long-term average asset returns of each
plan are also reviewed to determine whether they are consistent and reascnable compared with the best
estimate range The expected return on plan assets i1s 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 penod 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 penod, the future market-related value of the assets
will be impacted as previously deferred gains or losses are reflected

The target asset allocation for the U S Plan 1s 58% equities and equity alternatives and 42% fixed
income At the end of 2013, the actual allocation for the U S Plan was 63% equities and equity
alternatives and 37% fixed income The target asset allocation for the U K Plans, which comprise
approximately 82% of non-U S Plan assets, 1s 50% equities and equity alternatives and 50% fixed
income At the end of 2013, the actual allocation for the U K Plans was 49% equities and equity
alternatives and 51% fixed income The assets of the Company's defined benefit plans are diversified and
are managed In accordance with applicable laws and with the goal of maximizing the plans' real return
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within acceptable sk parameters The Company uses threshold-based portfolio rebalancing to ensure
the actual portfolio remains consistent with target asset allocation ranges

The discount rate selected for each U S plan i1s based on a model bond portfolio with coupons and
redemptions that closely match the expected liability cash flows from the plan Discount rates for non-U S
plans are based on appropnate bond indices such as the Markit 1IBoxx £ 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 periodic benefit cost for defined benefit and other postretirement plans are as
follows

Combined U.S. and significant non-U 8 Plans Pension Postretirement

For the Years Ended December 31, Benefits Benefits

(in mithons of dollars) 2013 2012 2011 2013 2012 2011
Service cost $ 252 $ 240 § 226 $ 5§ § 5 % 5
Interest cost 581 596 609 11 13 13
Expected return on plan assets {911) (905) (887) — — —
Amortization of prior service credit {22) (19) (19) —_— (14) {13)
Recognized actuarial loss {credit) 316 270 215 2 —_ (4)
Net penodic benefit cost $ 216 $ 182 § 144 $ 18 $ 4 3 1
Plan Assets

Forthe U S plan, investment allocation decisions are made by a fiduciary committee 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 fiducianies, in consultation with the Company for the larger plans
Plan assets are invested in a manner consistent with the fiducrary standards set forth in all relevant laws
relating to pensions and trusts in each country 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 as they become due, and (2) to minimize the risk of large losses The investment allocations
are designed to meet these objectives by broadly diversifying ptan assets among numerous asset classes
with differing expected returns, volatiities, and correlations

The major categories of plan assets include equity secunties, equity alternative investments, and fixed
income secunties For the U S quallfied 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 47-53% for equities
and equity alternatives, and 47-53% for fixed income Asset allocation ranges are evaluated generally
every three years Asset allocation 1s monitored frequently and re-balancing actions are taken as
appropriate

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

Unrecognized Actuanal Gamns/Losses

In accordance with applicable accounting guidance, the funded status of the Company's pension plans is
recorded in the consolidated balance sheets and provides for a delayed recognition of actuanal gains or
losses arising from changes in the projected benefit obligation due to changes in the assumed discount
rates, differences between the actual and expected value of plan assets and other assumption changes
The unrecogmized pension plan actuanal gains or tosses and pror service costs not yet recognized in net
pertodic pension cost are recognized in Accumulated Other Comprehensive Income ("AOCI"), net of tax
These gains and losses are amortized prospectively out of AOCI over a penod that approximates the
average remaining service penod of active employees, or for plans in which substantally all the
participants are inactive, over the remaining life expectancy of the inactive employees
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U8 Plans

The following schedutes provide information concerning the Company's U S defined benefit pension

plans and postretirement benefit plans

US Pension US Postretirement
Benefits Benefits

(In milhons of dolars) 2013 2012 2013 2012
Change in benefit obligation
Benefit obligation at beginning of year $ 5197 § 4533 §% 176 § 162
Service cost 104 Q3 3 3
Interest cost 229 230 7 8
Plan combination 36 — —_ —
Actuarial (gamn) loss {547) 522 (15) 13
Medicare Part D subsidy —_— — 1 3
Benefits paid (192) (181) (14) (13)
Benefit obligation, December 31 $ 4827 $ 5197 $ 158 3% 176
Change in plan assets
Fair value of plan assets at beginning of year $ 3936 $ 3493 § -3 -
Ptan combination 21 — — —
Actual return on plan assets 488 500 - —
Employer contnbutions 26 124 13 10
Medicare Part D subsidy —_— — 1 3
Benefits paid {(192) {181) (14) {13)
Fair value of plan assets, December 31 $ 4279 $ 3936 §$ - 3 —
Net funded status, December 31 $ (548) $ (1,261) $ (158) $ (176)
Amounts recognized in the consclidated balance
sheets
Current habilities $ (24) % 25} $ 8) % (9)
Noncurrent iabilibes (524) (1,236) (150) {167)
Net liability recognized, December 31 $ (548) $ (1,261) $ (158) % {176)
Amounts recognized in other comprehensive income
(loss)
Prior service credit $ 7 3 23 $ — % —
Net actuanal (loss) gain (974) (1,887} 13 {2)
Total recognized accumulated other comprehensive
(loss) income, December 31 $ (967) $ (1.864) $ 13 3 (2)
Cumulative employer contributions In excess
{deficient) of net penodic cost 419 603 {(171) {(174)
Net amount recognized in consclidated balance sheet $ (648) $ (1,261) $ {(158) 3 {(176)
Accumulated benefit obligation at December 31 $ 4753 § 5114 § - 3 —
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U S Pension U S Postretirement

Benefits Benefits
(In milfrons of dollars) 2013 2012 2013 2012
Reconciliation of priar service credit (charge)
recognized in accumulated other comprehensive
income (loss)
Beginning balance $ 23 5 39 $ - 3 13
Recognized as component of net periodic benefit
credit (16) (16) — (13)
Prior service credit, December 31 $ 7% 23§ - § —
US Pension U S Postretirement
Benefits Benefits
{in mihons of dollars) 2013 2012 2013 2012
Reconcihation of net actuanal gain (loss) recognized
in accumulated other comprehensive income {loss)
Beginning balance $ (1,887) $ (1,695 $ (2) $ 12
Recognized as component of net periodic benefit cost 208 152 —_ (1)
Changes In plan assets and benefit obligations
recognized in other comprehensive income (loss)
Liabitity experience 541 (522) 15 (13)
Asset experience 164 178 —_ —
Total gain (loss) recognized as change in plan assets
and benefit obligations 705 (344) 15 {(13)
Net actuanal gain (loss), December 31 $ (974) $ (1.887) $ 13 & 2
U S Pension U S Postretirement
For the Years Ended December 31, Benefits Benefits
(In mithons of dollars) 2013 2012 2011 2013 2012 2011
Total recognized 1n net penodic benefit cost
and other comprehensive loss (income) $ (696) $ 346 $ 467 $ (5) 3 24 3% {9)

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

U S Pension U S Postretirement

Benefits Benefits
(In milfions of dollars) 2014 2014
Prior service credit $ {7) $ —_
Net actuanal l10ss 105 1
Projected cost $ 98 $ 1
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The weighted average actuanal assumptions utilized in determining the above amounts forthe U S
defined benefit and other U S postretirement plans as of the end of the year are as follows

U S Penston U S Postretirement
Benefits Benefits

2013 2012 2013 2012
Weighted average assumptions
Discount rate (for expense) 4,45% 515% 4.25% 510%
Expected return on plan assets 8 75% 875% — —
Rate of compensation increase (for expense) 2.00% 2 00% —_ —
Discount rate (for benefit obligation) 5.30% 4 45% 517% 4 25%
Rate of compensation increase (for benefit obligation) 2.00% 2 00% — —

The projected benefit obligation, accumulated benefit obligation and aggregate fair value of plan assets
for U S pension plans with accumulated benefit obligations in excess of plan assets were $4 8 bilion,
$4 8 tillion and $4 3 bilion, respectively, as of December 31, 2013 and $5 2 billion, $5 1 bilton and $3 9
bilhon, respectively, as of December 31, 2012

The projected benefit obligation and fair value of plan assets for U S pension plans with projected benefit
obligations In excess of plan assets was $4 8 billion and $4 3 billion, respectively, as of December 31,
2013 and $5 2 billhlon and $3 9 bilhion, respectively, as of December 31, 2012

As of December 31, 2013, the U S qualfied plan holds 5 4 million shares of the Company’s common
stock which were contributed to the Plan by the Company in 2005 This represenied approximately 6% of
that plan's assets as of December 31, 2013 In addition, plan assets may be invested in funds managed
by Mercer Investments, a subsiciary of the Company

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

U.S. Plans only Pension Postretirement

For the Years Ended December 31, Benefits Benefits

{In milhons of dollars) 2013 2012 2011 2013 2012 2011

Service cost $ 104 § 93 3 83 % 3 3 33 3

Interest cost 229 230 231 7 8 8

Expected return on plan assets (324) (322) (315) — — —

Amortization of prior service credit (16} (16) (16) - (13) (13)
Recognized actuanal loss (credit) 207 152 100 —_ (1 (4)
Net penodic benefit cost (credit) $ 200 $ 137 $ 83 $ 10 $ 3 & (6)

In December 2003, the Medicare Prescnption Drug, Improvement and Modermization Act of 2003 became
law The net penodic benefit cost for all periods shown above includes the subsidy

The assumed health care cost trend rate for Medicare eligibles 1s approximately 7 6% in 2013, gradually
dechning to 4 5% in 2028, and the rate for non-Medicare eligibles 1s 7 5% 1n 2013, gradually dechining 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 mithons of dollars) Point Increase  Pomnt Decrease
Effect on total of service and interest cost components 3 — % —
Effect on postretirement benefit obligation 5 2 3 {7

Esfimated Future Contnbutions

The Company expects to fund approximately $24 million for its U S non-qualified plans in 2014 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 the U S and applicable foreign law The
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Company expects less than $1 million of contributions will be required for its U S tax-qualified plan
through the end of 2014

Non-U S 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 §
Benefits Postretirement Benefits

{In millions of doliars) 2013 2012 2013 2012
Change in benefit obligation
Benefit obligation at beginning of year $ 8,679 % 7717 $ 107 § 91
Service cost 148 147 2 2
Interest cost as2 366 4 5
Employee contributions 11 11 —_ —
Actuanal {gan) loss (53) 419 (8) 10
Plan amendments —_ (71) _— —
Effect of settlement (2) (11) —_— —
Effect of curtalment -_— (3) _— (1)
Benefits paid (293) (278) (4) (4)
Faretgn currency changes (31) 280 (4) 4
Other — 2 —_ —_
Benefit obligation December 31 $ 8711 3 8579 §% 97 3 107
Change in plan assets
Farr value of plan assets at beginming of year $ 8312 § 7,206 $ - 3 —
Actual return on plan assets 698 721 —_ —
Effect of settlement (2} (11) — —
Company contributions 620 389 4 4
Employee contributions 11 1 _ -
Benefits paid {293) (278) (4) (4)
Foreign currency changes 5 273 _ —_
Other — 1 -_— —
Fair value of plan assets, December 31 $ 9,351 § 8,312 §% - % —
Net funded status, December 31 $ 640 § (267) $ 97) % (107)
Amounts recognized in the consolidated balance
sheets
Non-curent assets $ 977 $ 258 $ - —
Current habilitties (5) (6) (4) (4)
Non-current habilities (332) (519) (93) (103)
Net asset (iabihty) recognized, December 31 $ 640 % (267) $ 97) $ {(107)
Amounts recognized in other camprehensive
income (10ss)
Prior service credit $ 85 § 93 % — & —
Net actuana! (loss) gain (3,010) (3,309 {16} (27}
Total recognized accumulated other
comprehensive (loss) income, December 31 $ (2925) § (3,216) § (16} $ 27)
Cumulative employer contrnbutions in excess
(deficient} of net penodic cost 3,665 2,949 (81) (80)
Net asset (liability) recognized in consolidated
balance sheet, December 31 $ 640 % (267) $ (97) $ (107)
Accumulated benefit obligation, December 31 $ 8413 % 8229 $ — $ —
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Non-U S Pension Non-U S
Benefits Postretirement Benefits

(in milhons of dollars) 2013 2012 2013 2012
Reconciliation of prior service credit (cost)
Beginning balance $ 93 % 23 % — 3 1
E::ggtné%ggl tas component of net periodic 6) 3) _ M
Effect of curtailment —_ (1) —_ —_
Changes n plan assets and benefit obligations
recognized in other comprehensive income
Plan amendments -_ 71 — —
Exchange rate adjustments (2) 3 —_ —
Prior service credit, December 31 $ 85 % 93 § — 3 —

Non-U S Pension Non-U S

Benefits Postretirement Benefits

{in milhons of dollars) 2013 2012 2013 2012
Reconcihation of net actuana! gain (loss)
Beginning balance $ (3,309) $ (3,038 § (27) $ (19)
Recognized as component of net periodic
benefit cost 108 118 2 1
Effect of settlement —_— 1 — —
Changes In plan assets and benefit abligations
recognized in other comprehensive income
(loss)
Liabihty experience 53 (419) 8 (10)
Asset expenence 11 138 —_ —
Effect of curtailment —_ 3 —_ 1
Total amount recognized as change 1n plan
assets and benefit obligations 164 (278) 8 (9)
Exchange rate adjustments 27 {(112) 1 -
Net actuanal gain (loss), December 31 $ (3,010) $ (3,309) $ (16) 5 (27)

Non-U S Pension

Non-U S Postretirement

For the Years Ended December 31, Benefits Benefits

{In muitions of dollars) 2013 2012 2011 2013 2012 2011
Total recognized in net penodic benefit

%ossst and other comprehensive (income) $ (276) § 246 $ 792 § @ $ 16 12

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

fiscal year
Non-U S Non-U S
Pension Postretirement
Benefits Benefits
{In rrithons of dollars) 2014 2014
Pror service credit $ e $ —
Net actuanal loss 95 1
Projected cost $ 83 $ 1
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The weighted average actuanal assumptions utihized for the non-U S defined and postretirement benefit
plans as of the end of the year are as follows

Non-U 8 Pension Non-U S
Benefits Postretirement Benefits
2013 2012 2013 2012
Weighted average assumptions
Discount rate (for expense) 4.33% 477% 4 45% 4 95%
Expected return on plan assets 717% 7 68% —_ —
Rate of compensation increase (for expense) 2.69% 373% —_— —_
Discount rate {for benefi{ obligation) 4.55% 4 33% 4.80% 4 45%
Rate of compensation increase {for benefit 2.99% 2 69% —_ —_

obligation)

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 imited partnership interest in the Trndent 1l private equity
fund valued at approximatety $111 million at December 31, 2013

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 7 billion, $1 5
billion and $1 3 bilion, respectively, as of December 31, 2013 and $1 7 billion, $1 6 billion and $1 2 bilion,
respechively, as of December 31, 2012

The projected benefit obligation and fair value of plan assets for non-U S pension plans with projected
benefit obligations in excess of plan assets was $1 7 billion and $1 3 billion, respectively, as of
December 31, 2013 and $1 7 bilhon and $1 2 bithion, respectively, as of December 31, 2012

Subsequent Event

After compietion of a consultation period with affected colleagues, in January 2014, the Company
amended its U K defined benefit pension plans, to close those plans to future benefit accruals effective
August 1, 2014 and will replace those plans, along with its existing defined contnbution plans, with a new,
comprehensive defined contribution arrangement As required under GAAP, the Company re-measured
the defined benefit plans’ assets and liabilittes at the amendment date, based on assumptions and market
conditions at that date As a result of the re-measurement, the projected benefit obligation increased by
approximately $147 million and the funded status decreased by approximately $137 millon The change
in the PBO and in the funded status relates pnmarnily to a decrease Iin the discount rate at the re-
measurement date The net periodic benefit costs recognized in 2014 will be the weighted average
resulting from the December 31, 2013 measurement and the January 2014 re-measurement The
Company will recognize a curtallment gain of $63 million in the first quarter of 2014, pnmarily resulting
from the recognition of the remaining pnor service credit related to a pfan amendment made in December
2012 This will be mostly offset by a transition benefit to certain employees most impacted by the
amendment
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Components of Net Penodic Benefits Costs

The components of the net periodic 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 § Postretirement

Faor the Years Ended December 31, Benefits Benefits

(In millions of dollars) 2013 2012 2011 2013 2012 201
Service cost $ 148 $ 147 % 143 § 2 % 2 3 2
Interest cost 352 366 378 4 5 5
Expected return on plan assets {587) (583) (572) — — —
Amortization of prior service cost (6) (3) (3) —_— (1 —
Recognized actuanal loss 108 118 115 2 1 —
Net penodic benefit cost 15 45 61 8 7 7
Settlement loss - 1 — —_ —_— —
Curtaiiment credit —_ (1) — -_ — —_
Special termination benefits — — — —_— —_ —
Total cost $ 15 § 45 $ 61 § 8 § 7 % 7

The assumed health care cost trend rate was approximately 5 80% in 2013, gradually declining to 4 85%
in 2031 Assumed heaith 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

1 Percentage 1 Percentage

{In millions of dollars) Point Increase  Point Decrease
Effect on total of service and interest cost components $ 1 $ (n
Effect on postretirement benefit obligation $ 10 % (8)

Estimated Future Contnbutions

The Company expects to fund approximately $160 million to its non-U S pension plans in 2014 Funding
requirements for non-U S plans vary by country Contribution rates are generally based on local funding
practices and requirements, which may differ significantly from measurements under U S GAAP
Funding amounts may be influenced by future asset performance, the level of discount rates and other
varnables impacting the assets and/or habilities of the plan Discretionary contnbutions may also be
affected by alternative uses of the Company’s cash flows, including dividends, investments and share
repurchases

Estimated Future Benefit Payments

The Pfans' estimated future benefit payments for its pension and postretirement benefits (without
reduction for Medicare subsidy receipts) are as follows

Pension Postretirement

For the Years Ended December 31, Benefits Benefits

{In miftions of dollars) us Non-U S us Non-U S
2014 $ 207 % 287 & 11 % 4
2015 $ 219 § 208 § 11 8 4
2016 $ 233 % 318 8 1M1 § 5
2017 $ 244 % 342 3 11 % 5
2018 $ 256 % 350 % 11 3 5
2019-2023 3 1,424 % 2,046 $ 57 % 27
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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 categornies of plan assets, and

(¢} significant concentrations of nsk within plan assets

The U S and non-U S plan investments are classified into Level 1, which refers to investments valued
using quoted prices from active markets for identical assets, Level 2, which refers to investments not
traded on an active market but for which observable market inputs are readily available, and Level 3,
which refers to investments valued based on significant unobservable inputs Assets and habilittes are
classified in their entirety based on the lowest level of input that 1s significant to the fair value
measurement
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The foliowing table sets forth, by level within the fair 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, 2013 and 2012

Fair Value Measurements at December 31, 2013

Quoted Prices in Significant
Active Markets Other Significant
for identical Observable tUnobservable
Assets Inputs Inputs

Assets (In miflions of doflars) (Level 1) {Level 2) (Level 3) Total
Common/Collective trusts $ 138 § 5649 $ 151 § 5,938
Corporate cbiigations —_ 2,330 4 2,334
Corporate stocks 2,434 5 1 2,440
Private equity/partnerships —_ 2 799 81
Government securities 10 340 2 352
Real estate - 7 312 319
Short-term investment funds 824 15 — 839
Company common stock 261 —_ -_— 261
Other investments 35 3 238 276
Insurance group annuity contracts —_ — — —
Swaps —_— 2 - 2
Total nvestments $ 3,702 § 8,353 § 1,507 $ 13,562

Fair Value Measurements at December 31, 2012
Quoted Prices n Significant
Active Markets Other Significant
for identical Observable Unobservable
Assets Inputs Inputs

Assets (In millions of dollars) (Level 1) (Level 2) (Level 3) Total
Common/Collective trusts 3 16 % 5376 % — 3 5,392
Corporate obligations — 2,236 1 2,237
Corporate stocks 2,005 4 9 2,018
Private equity/partnerships 2 2 824 828
Government securities 9 309 — 318
Real estate 11 8 357 376
Short-term investment funds 410 4 — 414
Company common stock 276 — — 276
Other investments 11 112 216 339
Insurance group annuity contracts — — 23 23
Swaps — 4 — 4
Total investments $ 2740 % 8055 $ 1430 $ 12,225

There were no transfers between Level 1 and Level 2 assets during 2013 cr 2012
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The tables below set forth a summary of changes in the fair value of the plans’ Level 3 assets for the
years ended December 31, 2013 and December 31, 2012

Transfers Fatr
Fair Value, Unrealized Realzed Exchange inf{out) Value,
Assets (In January 1, Gain/ Gain/ Rate and December
milhions) 2013 Purchases Sales {Loss) (Loss) Impact Other 31,2013
Pnvate equity/
Parnershps,  $ 824 § 146 $(174) §  (185) § 150 § M s 9§ 799
Real estate 357 21 {95) 6 26 (3) —_ 312
Other
investments 216 18 (13) 11 - 6 — 238
Common/
Collective Trusts - 61 — (4) - (5) 98 151
Insurance group
annuity contracts 23 - - {1) -_ - {(22) —
Corporate stocks 9 —_ —_ —_ — — (8} 1
Corporate
obligations 1 1 - - - — 2 4
Government
Securities — —_ —_ ) — — 3 2
Totalassets  § 1430 $ 247 $(282) $ (144) $ 176 $ 3) % 83 $ 1,507
Transfers Fair
Fair Value, Unrealized Reahlzed Exchange n/(out) Value,
Assets (In January 1, Gain/ Gain/ Rate and December
mithons) 2012 Purchases Sales (Loss) (Loss) Impact Other 31, 2012
Private equity/
Partnerships $ 779 $ 86 3% (79) $ 138 & (113) $ 13 & - $ 824
Real estate 319 11 (3) 104 (86) 12 — 357
Other
nvestments 202 17 (24) 11 6 4 -_ 21 6
Insurance group
annuity contracts 20 160 (157) 1 (1) — -_ 23
Corporate stocks 8 1 —_ —_ — —_ — 9
Corporate
obligations 1 —_— —_ —_ — — — 1
Total assets $ 1329 3 275 $(263) 254 3 (194) $ 29 $ — 3 1,430

The foliowing 1s a description of the valuation methodologies used for assets measured at farr value

Company common stock Vaiued 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 1s estimated using
recently executed transactions, market price quotations (where observabie) and bond spreads The
spread data used are for the same matunty as the bond if the spread data does not reference the issuer,
then data that references a comparable 1ssuer are used VVhen observable pnce quotations are not

available, fair value is determined based on cash flow models

Commercia! paper (included in Corporate obligations) The fair value of commercial paper 1s estimated
using observable market data such as matunty date, issue date, credit rating, current commercial paper

rates and settlement date

Commercial mortgage-backed and asset-backed secunities (included in Corporate obhigations) Fair
value I1s 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
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lien), prepayment speeds and credit ratings The discount rate 1s the combination of the appropriate rate
from the benchmark yield curve and the discount margin based on quoted prices

Common/Collective trusts Valued at the quoted market prices of the investments at year end

U S government bonds {included in Government secunties) The farr value of U S government bonds 1s
estimated by pricing models that utiize observable market data including quotes, spreads and data points
for yield curves

U S agency securities (included in Government secuntes) U S agency securities are comprised of two
main categories consisting of agency 1ssued debt and mortgage pass-throughs Agency 1ssued debt
securties are valued by benchmarking market-derived prices to quoted market prices and trade data for
identical or comparable secunties Mortgage pass-throughs include certain “To-be-announced” (TBA)
securities and mortgage pass-through pools TBA securities are generally valued using quoted market
prices or are benchmarked thereto Fair value of mortgage pass-through pools are model driven with
respect to spreads of the comparable TBA secunty

Private equity and reat estate partnerships Investments in private equity and real estate partnerships are
valued based on the fair value reported by the manager of the corresponding partnership The managers
provide unaudited quarterly financial statements and audited annual financial statements which set forth
the value of the fund The valuations obtained from the managers are based on vanous analyses on the
underlying holdings in each partnership, including financial valuation modeis and projections, comparable
valuations from the public markets, and precedent private market transactions Investments are valued In
the accompanying financial statements based on the Pian’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 contnbutions plus interest earned

Swap assets and liabiities Fair vaiues 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 pnice or index value and dividend data The farr
values of credit default swaps are estimated using an income approach mode! 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 propnetary pricing models
Registered investment companies Valued at the closing price reported on the pnmary exchange

Defined Contribution Plans

The Company maintains certain defined contribution plans for its employees, including the Marsh &
McLennan Companies 401(k) Savings & Investment Plan ("401(k) Plan"}, that are qualfied under U S tax
laws Under these plans, eligible employees may contribute a percentage of their base salary, subject to
certamn hmitations For the 401(k) Plan, the Company matches a fixed portion of the employees’
contributions The 401(k) Plan contains an Employee Stock Ownership Plan feature under U S tax law
Approximately $453 mithon of the 401(k) Plan's assets at December 31, 2013 and $375 million at
December 31, 2012 were invested in the Company’s common stock If a participant does not choose an
investment direction for his or her future contributions, they are automatically invested in a BlackRock
LifePath Portfolio that most closely matches the participant’s expected retirement year The cost of these
defined contribution plans related to continuing operations was $50 milhon ik 2013, $50 million 1n 2012
and $48 million in 2011 In addition, the Company has a significant defined contributton plan in the U K
The cost of the U K defined contrnibution plan was $23 million, $ 21 milhon and $20 million in 2013, 2012
and 2011, respectively As noted above, effective August 1, 2014, a newly formed defined contribution
plan will replace the existing defined contnbution and defined benefit plans with regard to future service
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9. Stock Benefit Plans

The Company maintains multiple stock-based payment arrangements under which employees are
awarded grants of restricted stock units, stock options and other forms of stock-based payment
arrangements

Marsh & McLennan Companies, Inc. Incentive and Stock Award Plans

On May 19, 2011, the Marsh & McLennan Companies, Inc 2011 Incentive and Stock Award Plan (the
*2011 Plan”) was approved by the Company's stockholders The 2011 Plan replaced the Company's two
previous equity incentive plans (the 2000 Senior Executive Incentive and Stock Award Plan and the 2000
Empiloyee Incentive and Stock Award Plan)

The types of awards permitted under the 2011 Plan include stock optians, restricted stock and restricted
stock units payable in 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 affilates may participate in the 2011 Plan, which eligible employees
will receive awards, the types of awards to be received, and the terms and condiions thereof The nght
of an employee to receive an award may be subject to performance conditions as specified by the
Compensation Committee  The 2011 Plan contains provisions which, in the event of a change in control
of the Company, may accelerate the vesting of the awards The 2011 Plan retains the remaining share
authonty of the two previous plans as of the date the 2011 Plan was approved by stockholders Awards
relating to not more than approximately 23 2 million shares of common stock, plus shares remaining
unused under certain pre-existing plans, may be made over the hfe of the 2011 Plan

Our current prachice 1s to grant non-qualified stock options, restncted stock urnits and/or performance
stock units on an annual basis to senior executives and a hmited number of other employees as part of
their total compensation We also grant restricted stock units dunng the year to new hires or as retention
awards for certain employees We have not granted restricted stock since 2005

Stock Options Options granted under the 2011 Plan may be designated as either incentive stock options
or non-qualified 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 price equal to the market value of the Company's common stock on the date of grant These
option awards generally vest 25% per annum and have a contractual term of 10 years Certain stock
ophions granted under the previous equity incentive plans provided for a market-based triggering event
before a vested option can be exercised The terms and condiions of these stock option awards
provided 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 f the market price of the Company stock appreciates to
a level of 15% above the exercise prnice 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 requisite service period and 1s not subsequently
adjusted if the market condition 1s not met  For awards without a market-based tniggenng event,
compensation cost 1S generally recognized on a straight-line basis over the requisite service penod which
1s normally the vesting pernod

The estimated fair value of options granted without a market-based tnggenng event is calculated using
the Black-Scholes option pricing valuation model 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 1ssues with a
remaining term equal to the expected Iife assumption at the time of grant The expected life (estmated
period of time outstanding) is 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 dernved from daily closing price observations for
the 10-year penod ended on the valuation date, (1) implied volatility denved from traded options for the
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period one week before the valuation date and (i) average volatility for the 10-year pericds ended on 15
anniversaries prior to the valuation date, using daily closing price gbservations The expected dividend
yield 1s based on expected dividends for the expected term of the stock options

The assumptions used in the Black-Scholes option pricing valuation model far options granted by the
Company in 2013, 2012 and 2011 are as follows

2013 2012 2011
Risk-free interest rate 1 03%-1.30% 126%-127% 2 28%-2 90%
Expected hfe (in years) 6.0 6 50 675
Expected volatiity 23.6%-24 1% 26 2%-26 4% 25 4%-25 8%
Expected dividend yield 2 48%-2.54% 2 76%-2 80% 2 75%-2 86%

The estimated farr value of options granted with a market-based tnggenng event is calculated using a
binomial valuation model The factors and assumptions used in this model are similar to those utiized in
the Black-Scholes option prnicing valuation model except that the nisk-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 Since 2009, there have been no options granted with a market-based tnggernng
event All such market-conditicn options have met their market price targets

A summary of the status of the Company’s stock option awards as of December 31, 2013 and changes
during the year then ended s presented below

Weighted
Weighted Average
Average Remaining Aggregate
Exercise  Contractual Intrinsic Value
Shares Price Term ($000)
Balance at January 1, 2013 32,045,793 $ 29.10
Granted 2,663,951 $ 36.55
Exercised (9,928,320) $ 2831
Forfeited (124,911) $ 30.18
Expired {1,988,647) $ 40.46
Balance at December 31, 2013 22,567,866 $ 29.289 49years $ 428,167
Options vested or expected to vest
at December 31, 2013 22,098,993 $ 29.26 49years $ 419,912
Options exercisable at
December 31, 2013 15,750,814 $ 28.02 36yecars $ 318,923

In the above table, forfeited options 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 faur
value of the Company's option awards granted dunng the years ended December 31, 2013, 2012 and
2011 was $6 21, 36 04 and $6 67, respectively The total intninsic value of options exercised dunng the
same perods was $198 1 million, $57 7 millien and $23 6 million, respectively

As of December 31, 2013, there was 317 milhion of unrecognized compensation cost related to the
Company's option awards The weighted-average period over which that cost 1s expected to be
recognized 1s approximately 1 2 years Cash received from the exercise of stock options for the years
ended December 31, 2013, 2012 and 2011 was $281 1 muliion, $179 3 millon and $111 7 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 1s available

84



Restncted Stock Units and Performance Stock Units Restricted stock units may be awarded under the
Company's 2011 Incentive and Stock Award Plan The Compensation Committee determines the
restnctions on such units, when the restnctions tapse, when the units vest and are paid, and under what
terms the units are forfeited The cost of these awards 1s amortized over the vesting period, which is
generally three years 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 restrnicted stock units {payable in shares of the Company's common stock) may
range, generally, from 0-200% of the number of units granted, based on the achievement of objective,
pre-determined Company or operating company performance measures, generally, over a three-year
performance penod The Company accounts for these awards as performance condition restncted stock
units The performance condition 1s not considered in the determination of grant date fair value of such
awards Compensation cost 1s recognized over the performance perod 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 penod Dividend equivalents are not paid out unless and untl such
time that the award vests

A summary of the status of the Company's restrnicted stock units and perfarmance stock units as of
December 31, 2013 and changes dunng the penod then ended i1s presented below

Restricted Stock Units Performance Stock Units

Weighted Weighted

Average Average

Grant Date Grant Date

Shares Fair Value Shares Fair Value

Non-vested balance at January 1, 2013 8,964,238 § 28 58 730,838 $ 31 32
Granted 842,433 % 36.70 289,200 $ 36.54
Vested {5,310,027) % 26.96 (76,844) $ 3122
Forfeited {245,835) $ 3129 {19,412) $ 32.71
Adjustment due to performance - % —_ 37,381 § 31.24
Non-vested balance at December 31, 2013 4,250,809 $ 32.04 961,163 $ 32.87

The weighted-average grant-date fair value of the Company's restricted stock units granted during the
years ended December 31, 2012 and 2011 was $31 96 and $30 46, respectively The weighted average
grant date far value of the Company's performance stock units granted during the years ended
December 31, 2012 and 2011 was $31 89 and $30 60, respectively The total far value of the shares
distributed durning the years ended December 31, 2013, 2012 and 2011 in connection with the Company's
restricted stock units and performance stock units was 3205 5 milion, $262 6 milion and $249 0 midhon,
respectively

The number of vested performance stock units includes any applicable performance adjustment shares
The adjustment due to performance reflects the incremental portion of the above-target payout of
performance stock units awarded in February 2011 and February 2012 (190% and 200%, respectively)
that vested duning 2013 either in full or on a pro-rata basis due to certain types of termination of
employment There 1s no adjustment due to performance for performance stock units awarded In
February 2013 that vested during 2013 due to certain types of termination of employment within the
calendar year of grant since the paycut of such awards 1s at 100% of target under the award's terms and
conditions

Restnicted Stock Restncted shares of the Company's common stock may be awarded under the 2011
Plan and are subject to restrictrons on transferability and cther 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 rights of a stockholder,
including, without imitation, the night to vote and receive dividends Unless the Compensation Committee
determines otherwise, restricted stock that i1s still subject to restrictions 1s forfeited upon termination of
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emptoyment 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 1s ten years For shares
granted during 2004 and 2005, the vesting grant date anniversary 1s 7 years and 5 years, respectively
However, certain restncted 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 restnicted stock awards as of December 31, 2013 and changes
during the penod then ended 1 presented below

Weighted

Average
Grant Date

Shares Fair Value
Non-vested balance at January 1, 2013 31,700 $ 47.31
Granted — § -
Vested {24,500) % 47.66
Forfeited — & _—
Non-vested balance at December 31, 2013 7,200 $ 46 14

The total far value of the Company's restncted stock distnbuted was $1 1 million during the year ended
December 31, 2013 and $0 6 millon for each of the years ended December 31, 2012 and 2011

As of December 31, 2013, there was $73 6 million of unrecognized compensation cost related to the
Company's restricted stock, restricted stock units and performance stock unit awards The weighted-
average penod over which that cost 1s expected to be recognized is approximately one year

Marsh & McLennan Companies Stock Purchase Plans

In May 1999, the Company's stockholders approved an employee stock purchase plan (the 1699 Plan”)
to replace the 1994 Employee Stock Purchase Plan (the “1994 Plan”), which terminated on September
30, 1999 following its fifth annual offering Under the current terms of the Plan, shares are purchased four
times durning the plan year at a pnce 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 more than 35,600,000 shares of the Company's common stock may be sold Employees
purchased 748,842 shares during the year ended December 31, 2013 and at December 31, 2013,
3,387,471 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 1ssuance approved by the Company's Board of Directors in July
2002, and the addition of 4,000,000 shares due to a shareholder action iIn May 2007, no more than
12,000,000 shares of the Company's common stock may be sold Employees purchased 98,863 shares
during the year ended December 31, 2013 and there were 2,987,099 shares avallable for 1ssuance at
December 31, 2013 under the International Plan The plans are considered non-compensatory

10. Fair Value Measurements

Fair Value Herarchy

The Company has categorized its assets and liabiliies that are valued at far value on a recurrnng basis
into a three-level fair value hierarchy as defined by the FASB in ASC Topic No 820 (“*Fair Value
Measurements and Disclosures”) The fair value hierarchy gives the highest pnority to quoted prices In
active markets for identical assets and habifities (Level 1) and lowest priority to unobservable inputs
(Level 3) In some cases, the inputs used to measure fair value might fall into different levels of the fair
value hierarchy In such cases, the level in the fair value hierarchy, for disclosure purposes, I1s determined
based on the lowest level input that 1s significant to the fair value measurement
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Assets and habilities recorded In the consolidated balance sheets at farr value are categonzed based on
the inputs in the valuation techniques as follows

Level 1 Assets and llabilities whose values are based on unadjusted quoted prices for identical assets or
lrabilities 1n an active market (examples include active exchange-traded equity secunties and money
market mutual funds)

Assets and habilities ublizing Level 1 inputs include exchange traded equity secunties and mutual funds

Level 2 Assets and liabilities whose values are based on the following
a) Quoted prices for simidar assets or habihties in active markets,

b) Quoted prices for identical or similar assets or habilities in non-active markets (examples
include corporate and municipal bonds, which trade infrequentty),

c) Pricing models whose mputs are observable for substantially the full term of the asset or habihity
(examples include most over-the-counter dernvatives, including interest rate and currency swaps), and

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

Assets and liabihties utilizing Level 2 inputs include corporate and mumcipal bonds, senior notes and
interest rate swaps

Level 3 Assets and liabilities whose values are based on prices, or valuation techniques that require
mputs 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 i pricing
the asset or liability {(examples inciude private equity investments, certain commercial mortgage whole
loans, and tong-dated or complex denvatives including certain foreign exchange options and long-dated
aptions on gas and power)

Liabities utilzing Leve! 3 inputs include liabilities for contingent purchase consideration
Valuation Techniques

Equity Secunties & Mutual Funds - Level 1

Investments for which market quotations are readily avalable are valued at the sale price on their
principal exchange, or official closing id price for certain markets

Other Sovereign Government Obligations, Municipal Bonds and Corporate Bonds - Level 2

The investments listed in the caption above are valued on the basis of valuations furnished by an
independent pricing service approved by the trustees or dealers Such services or dealers determine
valuations for normal institutional-size trading units of such securities using methods based on market
transactions for comparable secunties and various relationships, generally recognized by institutional
traders, between securities

Interest Rate Swap Denvative - Level 2

The fair value of interest rate swap derivatives 1s based on the present value of future cash flows at each
valuation date resulting from utilization of the swaps, using a constant discount rate of 1 6% compared to
discount rates based on projected future yield curves (See Note 12)

Senior Notes due 2014 - Level 2

The fair value of the first $250 million of Senior Notes maturing in 2014 1s estimated to be the carrying
value of those notes adjusted by the fair value of the interest rate swap denvative, discussed above In
the first quarter of 2011, the Company entered into two interest rate swaps to convert interest on a portion
of its Senior Notes from a fixed rate to a floating rate The swaps are designated as fair value hedging
instruments The change in the fair value of the swaps 1s recorded on the balance sheet The carrying
value of the debt related to these swaps 15 adjusted by an equal amount (See Note 12)

87




Contingent Purchase Consideration Liability - Leve! 3

Purchase consideration for some acquisitions made by the Company includes contingent consideration
arrangements Cantingent consideration arrangements are pnmariy based on meeting EBITDA and
revenue targets over penods from two to four years The fair value of contingent consideration Is
estimated as the present value of future cash flows that would result from the projected revenue and
earnings of the acquired entities

The following fair value hierarchy table presents information about the Company’s assets and llabilities
measured at fair value on a recurring basis as of December 31, 2013 and 2012

Unobservable

Identical Assets QObservable Inputs Inputs

(in rmihons of dollars) {Level 1) (Level 2) {Level 3} Total

123113 1231142 128313 1213112 1208113 12/3112 1213113 123112
Assets
Financial mstruments cwned
Mutuat funds® $ 164 $ 139 § - 3 — $ —- 3 — % 184 $ 139
Money market funds® 45 483 - — - — 45 483
Interest rate swap denvatives® - — 3 8 — — 3 6
Toial assets measured atfar ¢ 499 s 622 8 38 68 — 5 — 8§ 22 8§ 628

Fiduciary Assets
State and local obhgations

(nctuding non-tJ S locales) $ — 3 — 3 - 3 3 8 — 8 — % — 3 3
Money market funds —_ 149 —_ —_ —_ — — 149
Total fiduciary assets measured at

fair value $ — 3§ 149 § — § 3 8 — 3 — — & 182
Liabilitres

Contingent purchase

consideration lability® $ — $ — § — 8 — § 104 § 63 § 104 § 63
Senior Notes due 2014% $ — 8 — $ 253 3 256 § — 3 — 8§ 263 § 256
Total habihities measured at farr

value $ — $ - 8 253 &% 256 § 104 3§ 63 §$ 357 § 319

(a) Included in other assets 1n the consolidated balance sheets

(b} Included in cash and cash equivalents in the consohdated balance sheets

(¢} Included in other recewvables in the consohdated balance sheets

{d) Included in accounts payable and accrued habilities and other babihties in the consolidated balance sheets
{e) Included in long-term debt in the consohdated balance sheets

During the year ended December 31, 2013, there were no assets or habiliftes that transferred between
Level 1 and Level 2 or between Level 2 and Level 3

The table below sets forth a summary of the changes in fair value of the Company's Level 3 habiities for
the years ended December 31, 2013 and December 31, 2012 that represent contingent purchase
consideration related to acquisihons

(in milhons of doliars) 2013 2012
Balance at January 1, $ 63 § 110
Additions 26 27
Payments (17) (30)
Revaluation Impact 32 (44)
Balance at December 31, $ 104 3 63
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The fair value of the contingent purchase consideration liability 1s based on projections of revenue and
earnings for the acquired entities that are reassessed on a quarterly basis  As set forth in the table
above, based on the Company's ongeing assessment of the fair value of contingent consideration, the
Company recorded a net increase in the estimated fair value of such habilities for prior perniod acquisitions
of $32 million for the year ended December 31, 2013 A 5% increase in the above mentioned projections
would increase the liability by approximately $8 milhon A 5% decrease in the above mentioned
projections would decrease the hability by approximately $9 milhon

Fair Value of Long-term Investments

The Company has certain long-term investments, pnmarily refated to investments in non-pubticly traded
private equity funds of $14 milion and $16 miiion at December 31, 2013 and December 31, 2012,
respectively, carried on the cost basis for which there are no readily available market prices The carrying
values of these investments approximates farr value Management's estimate of the fair value of these
non-publicly traded investments 1s based on valuation methodologies including estimates from private
equity managers of the fair value of underlying investments in private equity funds The ability to
accurately predict future cash flows, revenue or earnings may impact the determination of fair value The
Company monitors these investments for impairment and makes appropriate reductions in carrying
values when necessary These investments would be classified as Level 3 in the fair value hierarchy and
are included in Other assets in the consolidated balance sheets

11. Long-term Commitments

The Company leases office faciities, equipment and automobites under non-cancelable operating leases
These leases expire on varying dates, in some instances contan renewal and expansion options, do not

restrict the payment of dividends cor 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 98% of the Company's lease cbligations are for the use of office space

The consolidated statements of income include net rental costs of $403 million, $416 million and $430
million for 2013, 2012 and 2011, respectively, after deducting rentals from subleases ($13 million in 2013,
$10 mullions in 2012 and $9 milhon in 2011) These net rental costs exclude rental costs and sublease
income for previously accrued restructuning charges related to vacated space

At December 31, 2013, the aggregate future minimum rental commtments under all non-cancelable
operating lease agreements are as follows

For the Years Ended December 31, Gross Rentais Net
Rentai from Rental

(In millrons of dolars) Commitments  Subleases  Commitments
2014 3 398 $ 52 8 346
2015 $ 357 § 46 % 311
2016 % 318 $ 45 3 273
2017 3 273 3 42 3 231
2018 % 244 3% 40 3 204
Subsequent years $ 1,101 3 86 % 1,015
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The Company has entered into agreements, pnmanly with vanous service companies, to outsource
certain information systems activities and responsibilities and processing activities Under these
agreements, the Company 1s requitred to pay minimum annual service charges Additional fees may be
payable depending upon the volume of transactions processed, with all future payments subject to
increases for inflation At December 31, 2013, the aggregate fixed future minimum commitments under
these agreements are as follows

Future

For the Years Ended December 31, Mimmum
{In milfrons of dollars) Commitments
2014 $ 285
2015 119
2016 102
Subsequent years 170
$ 676
12. Debt
The Company’s outstanding debt 1s as follows
December 31,
(In mithons of dollars) 2013 2012
Short-term
Current portion of long-term debt $ 334 3% 260
Long-term.
Senior notes — 4 850% due 2013 —_ 250
Senior notes — 5 875% due 2033 297 296
Senior notes — 5 375% due 2014 323 326
Senior notes — 5 75% due 2015 230 479
Senior notes — 2 30% due 2017 249 249
Senior notes — 9 25% due 2019 399 308
Senior notes — 4 80% due 2021 497 497
Senior notes - 2 55% due 2018 248 —
Senior notes - 4 05% due 2023 247 —
Mortgage - 5 70% due 2035 413 422
Term Loan Facility - due 2016 50 —
Other 2 1
2,955 2,918
LLess current portion 334 260

$ 2,621 § 2,658

The senior notes In the table above are publically registered by the Company with no guarantees
attached

In September 2013, the Company i1ssued $250 miilion of 2 55% five-year senior notes and $250 million of
4 05% ten-year senior notes The net proceeds of this offering were used for general corporate purposes,
which included a partial redemption of $250 mithon of the outstanding principal amount of the existing

5 75% senior notes due 2015 The redemption settled in October 2013 with a total cash outflow of
approximately $275 million mcluding a $24 miflion cost for early redemption

In February 2013, the Company repaid its 4 850% fixed rate $250 millon senior notes that matured using
cash
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During the first quarter of 2012, the Company repatd its 6 25% fixed rate $250 million senior notes that
matured The Company used proceeds from the issuance of 2 3% five-year $250 millicn senior notes in
the first quarter of 2012 to fund the maturing notes

The Company and certain of its foreign subsidiaries maintain a $1 0 bilion multi-currency unsecured
revolving credit facility which expires in October 2016 The interest rate on this facility 1s based on LIBOR
plus a fixed margin which varies with the Company's credit ratings This facility reguires the Company to
maintain certain coverage and teverage ratios which are tested quarterly There were no borrowings
outstanding under thus faciity at December 31, 2013

In December 2012, the Company closed on a $50 million, three-year term foan facility The interest rate
on this facility at December 31, 2013 was 1 29%, which is based on LIBOR plus a fixed margin which
varies with the Company's credit ratings The facility requires the Company to maintain coverage ratios
and leverage ratios consistent with the revolving credit facility discussed above The Company had $50
million of borrowings under this facility at December 31, 2013

Denvative Financial instruments

In February 2011, the Company entered into two $125 million 3 5-year interest rate swaps to hedge
changes n the fair value of the first $250 milhon of the outstanding 5 375% senior notes due in 2014

Under the terms of the swaps, the counter-parties 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
matunity date of the senior notes and the swaps match exactly The floating rate resets quarterly, with
every second reset occurnng on the interest payment date of the senior notes The swaps net settle every
six months on the senior note coupon payment dates The swaps are designated as fair value hedging
instruments and are deemed to be perfectly effective In accordance with applicable accounting guidance
The fair value of the swaps at inception was zero and subsequent changes in the fair value of the interest
rate swaps are reflected in the carrying vatue of the interest rate swaps and in the consolidated balance
sheet The carrying value of the debt on the balance sheet was adjusted by an equal amount The gain or
loss on the hedged item (fixed rate debt) and the offsetting gain or (loss) cn the interest rate swaps for the
periods ended December 31, 2013 and 2012 15 as follows

2013 2012
Net Net
Income statement classification  Loss on Gain on Income Loss on Gain on Incorme
(In millions of doflars) Swaps Notes Effect Swaps Notes Effect
Other Operating Expenses $ (3) $ 3 % — $ (M % 1 8 —

The amounts earned and owed under the swap agreements are accrued each period and are reported In
Interest expense There was no ineffectiveness recognized in the penods presented

Additional credit facilities, guarantees and letters of credit are maintained with varnous banks, pnmarily
related to operations located outside the United States, aggregating $282 milion at December 31, 2013
and $247 million at December 31, 2012 There was $1 mition outstanding borrowings under these
facilites at December 31, 2013 and no cutstanding borrowings under these faciliies at December 31,
2012

Scheduled repayments of long-term debt in 2014 and in the four succeeding years are $331 million, $241
militon, $61 mulion, $262 million and $262 million, respectively

Fair value of Short-term and Long-term Debt

The estimated fair value of the Company’s short-term and long-term debt 1s provided below Certam
estimates and judgments were required to develop the farr 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 financial instrument
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December 31, 2013 December 31, 2012

Carrying Farr Carrying Far
(in milions of dollars) Amount Value Amount Value
Short-term debt $ 334 § 324 § 260 $ 261
Long-term debt $ 2621 $ 2,819 3 2658 § 2,986

The fair value of the Company’s short-term debt, which consists primanly of term debt maiuring within the
next year, approximates its carrying value The estimated farr value of a pnmary portion of the Company's
long-term debt i1s based on discounted future cash flows using current interest rates available for debt
with similar terms and remaining maturittes Short and lang-term debt would be classified as Level 2 1n the
fair value hierarchy

13. Integration and Restructuring Costs

In 2013, the Company implemented restructuring actions which resulted in costs totaling $22 million
Restructuring costs consist primaniy of severance and benefits, costs for future rent and other real estate
costs These costs were incurred as follows Risk and Insurance Services—$7 million, Consulting—$2
million, and Corporate—$13 million

Details of the restructunng liability actvity from January 1, 2012 through December 31, 2013, including
actions taken prior to 2013 are as follows

(In rmifhons  Balance at  Expense  Cash Balance at Expense Cash Balance at
of dollars) 171112 Incurred Pad Other 12/31/12 Incurred Paid  Other 12/3413
Severance g 27 $ 46 $(38 $ 1 § B B 9 $(33) 3% (S 11
Future rent
under non-
cancelable
leases and
other costs 154 32 (50) (2 134 13 (32) (2 113
Total $ 181 % 78 588 $ N % 170 § 22 565 % (3) & 124

As of January 1, 2011, the hability balance related to restructuning activity was $211 miflion  [n 2011, the
Company accrued $51 million and had cash payments of $82 million related to restructuring activities that
resulted in the hability balance at January 1, 2012 reported above

The expenses associated with the above iIniatives are included in compensation and benefits and other
operating expenses n the consolidated statements of income The habihties associated with these
intiatives are classified on the consohidated balance sheets as accounts payable, other liabilities, or
accrued compensation and employee benefits, depending on the nature of the tems

14, Common Stock

During 2013, the Company repurchased 13 2 million shares of its common stock for total consideration of
$550 million In May 2013, the Board of Directors of the Company authorized share repurchases of up to
$1 billron of the Company's common stock The Company rematns authonzed to purchase additional
shares of its common stock up to a value of $563 milion There 1s no time imit on the authonzation
During 2012, the Company purchased 6 9 milllon shares of its common stock for total consideration of
$230 million
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15. Claims, Lawsuits and Other Contingencies

Errors and Omissions Claims

The Company and its subsidianes are subject to a significant number of claims, lawsuits and proceedings
In the ordinary course of business Such claims and lawsuits consist prncipally of alleged errors and
omissions In connection with the performance of professional services, including the placement of
insurance, the provision of actuanal services for corporate and public sector chents, and the provision of
consulting services relating to the drafting and interpretation of trust deeds and other documentation
governing pension plans Errors and omissions claims may seek damages, including punitive and treble
damages, in amounts that could, iIf awarded, be significant In establishing liabilittes for errors and
omissions claims in accordance with FASB ASC Subtapic No 450-20 (Contingencies-Loss
Contingencies), the Company utilizes case level reviews by inside and outside counsel, an internal
actuanal analysis and other analysis to estimate potential losses A lability 15 established when a loss Is
both probable and reasonably estimable The hability 1s reviewed quarterly and adjusted as developments
warrant In many cases, the Company has not recorded a liability, other than for legal fees ta 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-party insurance programs The
Company has varying levels of third-party insurance coverage, with policy imits and coverage terms
varying significantly by policy year

Governmental Inquiries and Related Claims

In January 2005, the Company and its subsidiary Marsh Inc entered into a settlement agreement wath 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 various insurance
companies The parties subsequently entered into an amended and restated setilement agreement in
February 2010 that restored a level playing field for Marsh

Numerous private party lawsuits based on similar allegations to those made in the NYAG complaint were
commenced against the Company, one or more of its subsidianies, and their current and former directors
and officers The vast majority of these matters have been resclved Two actions instituted by
policyholders against the Company, Marsh and certain Marsh subsidianies remain pending

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 junisdictions in which the Company operates In the ordinary
course of business the Company Is also subject to subpoenas, investigations, lawsuits and/or other
regulatory actions undertaken by governmental authonties In thus regard, in November 2013, Mercer
received a subpoena from the New York Department of Financiat Services in connection with a review of
New York's public pension funds

Other Contingencies-Guarantees

In connection with its acquisition of U K -based Sedgwick Group in 1998, the Company acquired severai
insurance underwriting businesses that were already in run-off, including River Thames Insurance
Campany Limited {“River Thames”), which the Company sold in 2001 Sedgwick guaranteed payment of
claims on certain polictes underwrtten through the Institute of London Underwnters (the “iILU™) by River
Thames The policies covered by this guarantee are reinsured up to £40 milhion by a related party of River
Thames Payment of claims under the reinsurance agreement I1s collateralized by segregated assets held
in a trust As of December 31, 2013, the reinsurance coverage exceeded the best estimate of the
projected liability 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 claimant may seek to recover from us under the
guarantee
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From 1980 to 1983, the Company owned indirectly the English & Amencan Insurance Company (“E&A™),
which was a member of the ILU The ILU required the Company to guarantee a portion of E&A's
cbligations 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 avallable to pay clams 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
clamants may seek to recover aganst the letter of credit

Kroli-related Matters

Under the terms of a stock purchase agreement with Altegnty, Inc (“Aliegnty”) related to Altegrity's
purchase of Kroll from the Company in August 2010, a copy of which s attached as an exhibit to the
Company's Quarterly Report on Form 10-Q for the period ended June 30, 2010, the Company agreed to
provide a limited indemnity to Altegnify with respect to certain Kroll-related itigation and regulatory
matters

The pending proceedings and other matters described in this Note 15 on Clams, Lawsuits and Other
Contingencies may expose the Company or its subsidianes to hability for significant monetary damages
and other forms of relief Where a loss I1s both probable and reasonably estimable, the Company
establishes habilities in accordance with FASB ASC Subtopic No 450-20 (Contingencles-Less
Contingencies) Except as described above, the Company ts not able at this time to provide a reasonable
estimate of the range of possible loss attrnbutable to these matters or the impact they may have on the
Company's consolidated results of operations, financial position or cash flows This is pnmarily because
these matters are still developing and involve complex 1ssues subject to inherent uncertainty Adverse
determinations in cne or more of these matters could have a matenal impact on the Company's
consolhdated resuits of operations, financial condition or cash flows in a future pernied

94




16 Segment information

The Company 1s organized based on the types of services provided Under this organizational structure,
the Company's segments are

. Risk and Insurance Services, comprising insurance services {(Marsh) and reinsurance services
(Guy Carpenter), and

L Consulting, comprising Mercer and Oliver Wyman Group

The accounting policies of the segments are the same as those used for the consolidated financial
statements described in Note 1 Segment performance 1s evaluated based on segment operating sncome,
which includes directly related expenses, and charges or credits related to integration and restructuring
but not the Company’s corporate-level expenses Revenues are attributed to geographic areas on the
basis of where the services are performed

Selected information about the Company's segments and geographic areas of aperation are as follows

Operating Depreciation
For the Year Ended December 31, Income Total and Capital
(In mitlions of dollars) Revenue (Loss) Assets Amortization  Expenditures
2013 -
Risk and Insurance Services $ 6,596 (a) % 1,421 $11,365 $ 192 § 158
Consulting 5,701 (b) 845 5,178 115 1558
Total Segments 12,297 2,266 16,543 307 313
Corporate / Ehminations {36) {c) (189} (c) 437 (d) 51 83
Total Consolidated $12,261 $ 2,077 $16,980 $ 358 § 401
2012 —
Risk and Insurance Services $ 6350 (a) $ 1,334 $ 9,832 $ 196 % 131
Consulting 5613 (b) 692 5,203 113 117
Total Segments 11,963 2,026 15,035 309 248
Corporate / Elrminations (39) (©) {(197) () 1,253 (d) 40 72
Total Consolidated $11,924 $ 1,829 $16,288 $ 349 % 320
2011 =
Risk and Insurance Services $ 6,079 (ay $ 1,200 $ 9,102 $ 189 % 146
Consulting 5,487 (b) 617 4,820 112 91
Total Segments 11,566 1,817 13,922 301 237
Corporate / Elminations (40} (o) {(179) (c) 1,632 (d) 31 43
Total Consolidated $ 11,5626 $ 1,638 $15,454 $ 332 9§ 280
(a) Includes inter-segment revenue of $5 million in both 2013 and 2012 and $4 million in 2011, interest nceme
on fiduciary funds of $27 million, $38 milllon and $47 millon in 2013, 2012 and 2011, respectively, and
equity method income of $8 milion, $11 milhon and $14 mithon in 2013, 2012 and 2011, respectively
(b) Includes inter-segment revenue of $31 million, $34 million and $36 milhon in 2013, 2012 and 2011,
respectively, and interest ncome on fiduciary funds of $5 milion i 2013, and $4 million in both 2012 and
2011
(c) Includes results of corporate advisory and restructuring business
(d} Corporate assets pnmarily include insurance recoverables, pension related assets, the owned portion of the

Company headquarters building and intercompany elimiations

95




Details of operating segment revenue are as follows

For the Years Ended December 31,

(In mitlons of dollars) 2013 2012 2011
Risk and Insurance Services
Marsh $ 6461 $ 5265 $ 5,031
Guy Carpenter 1,135 1,085 1,048
Total Risk and Insurance Services 6,596 6,350 6,079
Consulting
Mercer 4,241 4,147 4,004
Qliver Wyman Group 1,460 1,466 1,483
Total Consulting 5,701 5,613 5,487
Total Segments 12,297 11,963 11,566
Corporate/ Eliminations {36) (39) (40)
Total $ 12,261 3 11,924 § 11,526
Information by geographic area 1s as follows
For the Years Ended December 31,
{In milhons of dolfars) 2013 2012 2011
Revenue
United States $§ 5485 $ 5300 $ 5,131
United Kingdom 1,979 1,960 1,922
Continental Europe 1,943 1,879 1,906
Asia Pacific 1,396 1,346 1,287
QOther 1,494 1,478 1,320
12,297 11,963 11,566
Corporate/Ehminations (36) (39) (40)
$ 12,261 $ 11,924 $ 11,526
For the Years Ended December 31,
{In millrons of dolfars) 2013 2012 2011
Fixed Assets, Net
United States $ 494 3 494 3 505
United Kingdom 121 121 133
Continental Europe 64 63 65
Asia Pacific 72 62 37
Other 77 69 64
$ 828 § 809 $§ 804
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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 balance sheets of Marsh & McLennan
Companies, Inc and subsidiaries (the “Company”) as of December 31, 2013 and 2012, and the
related consolidated statements of Income, comprehensive income, cash flows and equity for
each of the three years in the period ended December 31, 2013 These financial statements
are the responsibility of the Company’s management Our responsibility is to express an
opinion on these 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
obtain 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 also includes assessing the accounting
principles 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 opinion, such consolidated financial statements present fairly, in all material respects, the
financial position of Marsh & McLennan Compantes, Inc and subsidiaries as of December 31,
2013 and 2012, and the results of their operations and their cash flows for each of the three
years In the period ended December 31, 2013, in conformity with accounting principles
generally accepted in 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, 2013, based on the criteria established in Internal Control-Integrated Framework
(1992) 1ssued by the Committee of Sponsoring Organizations of the Treadway Commussion and
our report dated February 27, 2014 expressed an unqualified opinion on the Company's internal
control over financial reporting

/s/ Deloitte & Touche LLP

New York, New York
February 27, 2014
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Marsh & McLennan Companies, Inc and Subsidiaries
SELECTED QUARTERLY FINANCIAL DATA AND

SUPPLEMENTAL INFORMATION (UNAUDITED)

First Second Third Fourth
Quarter Quarter Quarter Quarter

{In miliions, except per share figures)
2013
Revenue $ 3126 § 3,088 § 2932 § 3,115
Operating income $ 607 $ 577 % 404 % 489
income from continuing operations $ 412 $ 400 % 260 $ 307
Income (loss) from discontinued operations § 12 § (5) $ {1 % —_
Net income attributable to the Company $ 413 $ 388 §$ 253 % 303
Basic Per Share Data-

Income from continuing operations $ 073 $ 071 $ 046 $ 0.55

Income from discontinued operations $ 0.02 $ - 3 — § —

Net iIncome attributable to the Company $ 075 $ 0.71 §$ 046 $ 0.55
Diluted Per Share Data:

income from continuing operations $ 072 % 0.70 § 045 § 0.54

income (loss) from discontinued

operations $ 002 % (001) & — 3 —

Net income attributable to the Company $ 074 % 069 $ 045 $ 0.54
Dividends Paid Per Share $ 0.23 % 023 $ 025 § 0.25
2012
Revenue % 3051 § 3026 % 2,845 3 3,002
Qperating iIncome $ 527 $ 518 § 378 § 406
Income from continuing operations $ 354 % 339 % 246 % 265
Income (loss} from discontinued operations $ — § (] 1 8 (2)
Net income attributable to the Company $ 347 $ 329 % 241§ 259
Basic Per Share Data

income from continuing aperations 3 064 § 061 § 044 % 048

Income {loss) from discontinued operations $ — 3 (001) $ — % —_

Net income attributable to the Company $ 064 § 060 $ 044 3% 048
Diluted Per Share Data

Income from continuing operations 3 063 § 060 $ 043 % 047

Income (loss) from discontinued operations $ — % (001) 8 001 % —

Net iIncome attnbutable to the Company $ 063 $% 059 % 044 §$ 047
Dividends Paid Per Share % 022 §% 022 3 023 $% 023

As of February 21, 2014, there were 6,627 stockholders of record
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure.

None

Item 9A Controls and Procedures.

Disclosure Controls and Procedures Based on their evaluation, as of the end of the period covered
by this annual report on 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 Secunties 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, In¢ 1s responsible for establishing and maintaining
adequate internal control over financial reporting for the Company The Company’s internai control over
financial reporting 1s designed to provide reasonable assurance regarding the retiabitity 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 detail, 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 consoclidated financial statements in accordance with generally accepted
accounting principles, the proper authonzation of recetpts and expenditures in accordance with
authorizations of the Company’s management and directors, and the prevention or timely detection of the
unauthorized 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 penods are subject to the risk
that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate

Management evaluated the effectiveness of the Company's internal control over financial reporting as of
December 31, 2013 under the supervision and with the participation of the Company’s principal executive
and pnncipal financial officers In making this evaluation, management used the cnteria set forth by the
Committee of Sponsoning Organizations of the Treadway Commission (COSO0) in Internal Control—
Integrated Framework 1ssued In 1992 Based on its evaluation, management determined that the
Company maintained effective internal control over financial reporting as of December 31, 2013

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 1ssued
an audit report on the effectiveness of the Company's internal control over financial reporting as of
December 31, 2013
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(b) Audit Report of the Registered Public Accounting Firm

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Marsh & McLennan Compantes, 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, 2013, based on critena established in
Internal Control - Integrated Framework (1992) 1ssued by the Committee of Sponsoring
Organizations of the Treadway Commission The Company's management is responsible for
maintaiming effective internal control over financial 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
IS 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 control 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 nisk, and performing such other procedures as we constdered necessary in the
circumstances We believe that our audit provides a reasonable basis for our opimon

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 reliabibty of financial
reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles A company’s internal control over financial reporting
includes those pohcies 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 reasonable 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 authorizations of management and directors of the company, and (3) provide
reasonable assurance regarding prevention or timely detection of unautheonized acquisition, use,
or disposition of the company’s assets that could have a matenal effect on the financial
statements

Because of the inherent imitations of internal control over financial reperting, including the
possibility of collusion or improper management override of controls, matenal misstatements
due to error or fraud may not be prevented or detected on a timely basis Also, projections of
any evaluation of the effectiveness of the internal contro! over financial reporting to future
periods are subject to the nsk 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 maintained, in all matenial respects, effective internal controf over
financial reporting as of December 31, 2013, based on the criteria established n Internal Control
- Integrated Framework (1992) 1ssued by the Committee of Sponsoring Organizations of the
Treadway Commission
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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, 2013 of the Company and our report dated February 27, 2014 expressed
an unqualified opinion on those financial statements

/s/ Deloitte & Touche LLP
New York, New York
February 27, 2014
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(c) Changes m Intemal Control Qver Fmnancial Reporting

There have been no changes in the Company's internal control over financial reporting during the quarter
ended December 31, 2013 that have matenally affected, or are reasonably likely to matenally affect, the
Company's internal controt over financial reporting

Item 9B. Other Information.
None
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PART Il

item10.  Directors, Executive Officers and Corporate Governance

Information as to the directors and nominees for the board of directors of the Company I1s incorporated
herein by reference to the matenal set forth under the heading “Item 1 Election of Directors” in the 2014
Proxy Statement

The executive officers of the Company are Peter J Beshar, J Michael Bischoff, E Scott Gilbert, Daniel S
Glaser, Laurie Ledford, Scott McDonald, Alexander S Moczarski, Julio A Portalatin and Peter Zaffino
Information with respect to these individuals 1s provided in Part |, Item 1 above under the heading
“Executive Officers of the Company”

The information set forth in the 2014 Proxy Statement in the sections "Transactions with Management
and Others, Other Information”,"—Section 16(a) Beneficial Ownership Reporting Comphance”, “Corporate
Govemance—Codes of Conduct” and “Board of Directors and Committees—Commuttees—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 2014 Proxy Statement 1s incorporated herein by
reference

item 12.  Secunty Ownership of Certain Beneficiat 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 2014 Proxy Statement s incorporated herein
by reference

Item 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 2014 Proxy Statement 1s incorporated herein by reference

Iltem 14.  Principal Accountant Fees and Services

The information set forth under the heading “ltem 3 Ratification of Selection of Independent Registered
Public Accounting Firm—Fees of Independent Registered Public Accounting Firm”™ 1n the 2014 Proxy
Statement 1s incorporated herein by reference
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Item 15.

PART IV

Exhibits and Financial Statement Schedules. t

The following documents are filed as a part of this report

M

Other

(2)

(3)
1)

31

(32

41)

(42)

Consolidated Financial Statements

Consolidated Statements of Income for each of the three years in the perncd ended
December 31, 2013

Consolidated Statements of Comprehensive Income for each of the three years in the penod
ended December 31, 2013

Consolidated Balance Sheets as of December 31, 2013 and 2012

Consolidated Statements of Cash Flows for each of the three years in the period ended
December 31, 2013

Consolidated Statements of Stockholders’ Equity for each of the three years in the period
ended December 31, 2013

Notes to Consolidated Financial Statements
Report of Independent Registered Public Accounting Firm

Selected Quarterly Financial Data and Supplemental Information (Unaudited) for fiscal years
2013 and 2012

Five-Year Statistical Summary of Operations

All required Financial Statement Schedutes are included in the Censolidated Financial
Statements or the Notes to Consolidated Financial Statements

The following exhibits are filed as a part of this report

Stock Purchase Agreement, dated as of June 6, 2010, by and between Marsh &
Mclennan Companies, Inc and Altegnty, Inc {incorporated by reference to the
Company's Quarterly Report on Form 10-Q for the quarter ended June 30, 2010)

Restated Certificate of Incorporation of Marsh & McLennan Companies, Inc
{incorporated by reference to the Company’s Current Report on Form 8-K dated July 17,
2008)

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)

Indenture dated as of June 14, 1999 between Marsh & McLennan Companies, In¢ and
State Street Bank and Trust Company, as trustee (incorporated by reference to the
Company's Registration Statement on Form S-3, Registration No 333-108566)

First Supplemental Indenture dated as of June 14, 1999 between Marsh & McLennan
Companies, Inc 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)

t As permitted by Item 601{b){4)(m){A) of Regulatton S-K, the Company has not filed with this Form
10-K certain instruments defining the rnights of holders of long-term debt of the Company and its
subsidiaries because the total amount of secunties 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
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(43)

(4 4)

(45)

(4 6)

(47)

(4 8)

(4 9)

(4 10)

(4 11)

(4 12)

(413)

(4 14)

(10 1)

(10 2)

Second Supplemental Indenture dated as of February 19, 2003 between Marsh &
McLennan Companies, Inc 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)

Third Supplemental indenture dated as of July 30, 2003 between Marsh & McLennan
Companies, Inc and U 8 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 June 30, 2003)

Indenture dated as of March 19, 2002 between Marsh & McLennan Companies, Inc 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, Inc and
The Bank of New York, as trustee (incorporated by reference to the Company’s Quarterly
Report on Form 10-Q fer the quarter ended June 30, 2004)

First Supplemental Indenture, dated as of July 14, 2004, between Marsh & McLennan
Companies, Inc 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, Inc 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 Companies, inc
and The Bank of New York Mellon, as trustee (iIncorporated by reference to the
Company’s Annual Report on Form 10-K for the year ended December 31, 2009)

First Supptemental Indenture, dated as of March 23, 2009, between Marsh & McLennan
Companies, Inc and The Bank of New York Mellon, as trustee (incorporated by reference
to the Company’s Current Report on Form 8-K dated March 18, 2009)

indenture, dated as of July 15, 2011, between Marsh & McLennan Companses, Inc and
The Bank of New York Mellon, as trustee (incorporated by reference to the Company’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2011)

First Supplemental Indenture, dated as of July 15, 2011, between Marsh & McLennan
Companies, Inc and The Bank of New York Melton, as trustee (incorporated by
reference to the Company's Quarterly Report on Form 10-Q for the quarter ended
June 30, 2011)

Form of Second Supplemental Indenture between Marsh & McLennan Companies, Inc
and The Bank of New York Mellon, as trustee (incorporated by reference to the
Company's Current Report on Form 8-K dated March 7, 2012)

Form of Third Supplemental Indenture between Marsh & McLennan Companies, Inc and
The Bank of New York Mellon, as trustee (incorporated by reference to the Company’s
Current Report on Form 8-K dated September 24, 2013)

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 therr subsidianes and affiliates 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 Supenntendent 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 March 31, 2005)
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(10 3)

(10 4)

(10 5)

(10 6)

(10 7)

(10 8)

(10 9)

(10 10)

(10 11)

(1012)

(10 13)

(10 14)

Amendment No 2, dated September 27, 2005, to Agreement between the Attorney
General of the State of New York and the Supenntendent of Insurance of the State of
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 September 30, 2005)

Amendment No 3, dated August 17, 20086, to the Agreement, dated January 30, 2005, as
amended, among Marsh & McLennan Companies, Inc, Marsh Inc and their subsidiaries
and affilates, the Attorney General of the State of New York and the Superintendent 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 6, 2007, to the Agreement, dated January 30, 2005, as
amended, among Marsh & McLennan Companies, Inc , Marsh Inc and their subsidiaries
and affiiates, 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 6, 2007}

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 subsidianies
and affiliates, the Attorney General of the State of New York and the Superintendent of
Insurance of the State of New York {incorporated 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 ther subsidianies and affiliates, the Attorney Generat of the State of New York and
the Superintendent 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 U S Employee 1996 Cash Bonus Award Voluntary
Deferral Pian (incorporated by reference to the Company's Annual Report on Form 10-K
for the year ended December 31, 1996)

*Marsh & McLennan Companies, inc U S Employee 1997 Cash Bonus Award Voluntary
Deferral Plan {incorporated by reference to the Company's Annual Report on Form 10-K
for the year ended December 31, 1997)

*Marsh & McLennan Companies, Inc U S Employee 1998 Cash Bonus Award Voluntary
Deferral Plan (incorporated by reference to the Company’'s Annual Report on Form 10-K
for the year ended December 31, 1998)

*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)

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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{10 15)

(10 16)

(1017)

(10 18)

(1019)

(10 20)

(10 21)

(10 22)

(10 23)

(10 24)

(10 25)

{10 26)

*Form of Restricted Stock Award under the Marsh & McLennan Companies, Inc 2000
Senior Executive Incentive and Stock Award Plian {(incorporated by reference to the
Company's Current Report on Form 8-K dated May 18, 2005)

*2005 Award of Nonquallfied Stock Options 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, 2012)

*Form of Restricted Stock Unit Award, dated as of February 21, 2011, 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, 2011)

*Stock Option and Restricted Stock Unit Award to Bnan 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 Farm 10-Q for the quarter ended September 30, 2004)

*Additional Forms of Awards under 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, 2005)

*2005 Award of Nonqualified Stock Options under the 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, 2012)

*Form of Long-term Incentive Award under the Marsh & McLennan Companigs, 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, 2006)

*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 (incorporated 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 Pian 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-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, 2009)

Management contract or compensatory plan or arrangement required to be filed as an extubit
pursuant to ltem 15(b) of Form 10-K
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(10 27)

(10 28)

(10 29)

(10 30)

(10 31)

(10 32)

(10 33)

(10 34)

(10 35)

(10 36)

*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 2011 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 June
30, 2011)

*Form of 2011 Long-term Incentive Award dated as of June 1, 2011 under the Marsh &
MclLennan Companies, Inc 2011 Incentive and Stock Award Plan (incorporated by
reference to the Company's Quarterly Report on Form 10-Q for the quarter ended
September 30, 2011)

*Form of 2012 Long-term Incentive Award under the Marsh & McLennan Companies, Inc
2011 Incentive and Stock Award Plan {incorporated by reference to the Company’s
Quarterly Report on Form 10-Q for the quarter ended March 31, 2012)

*Form of 2013 Long-term Incentive Award under the Marsh & McLennan Companies, Inc
2011 Incentive and Stock Award Plan (incorporated by reference to the Company's
Quarterly Report on Form 10-Q for the quarter ended March 31, 2013)

*Form of Deferred Stock Unit 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 Annual Report 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 Compantes, 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 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 &
Mcl.ennan Cempanies, Inc 2000 Senior Executive Incentive and Stock Award Plan and
the Marsh & McLennan Comparnies, 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 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 Quarterly Report on Form 10-Q for the
quarter ended June 30, 2010)

*Form of Deferred Stock Uit Award, dated as of April 20, 2011, under the Marsh &
McLennan Companies, Inc 2000 Sentor 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, 2011}

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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(10 37)

(10 38)

(10 39)

(10 40)

(10 41)

(10 42)

(10 43)

(10 44)

(10 45)

{10 46)

{10 47)

*Form of Deferred Stock Unit Award, dated as of February 1, 2012, under the Marsh &
McLennan Companies, Inc 2011 Incentive and Stock Award Plan (incorporated by
reference to the Company's Annua! Report on Form 10-K for the year ended
December 31, 2011)

*Form of Deferred Stock Unit Award, dated as of February 24, 2012, under the Marsh &
McLennan Companies, In¢ 2011 Incentive and Stock Award Plan (incorporated by
reference to the Company’s Quarterly Report on Form 10-Q for the quarter ended March
31, 2012)

*Form of Deferred Stock Unit Award, dated as of March 1, 2013, under the Marsh &
MclLennan Compantes, In¢c 2011 Incentive and Stock Award Plan (incorporated by
reference to the Company's Quarterly Report on Form 10-Q for the quarter ended March
31, 2013)

*Marsh & McLennan Companies, Inc 2011 Incentive and Stock Award Plan (incorporated
by reference to the Company's Registration Statement on Form S-8 dated August 5,
2011, Registration No 333-176084)

*Amendments to Certain Marsh & McLennan Companies Equity-Based Awards Due to
U S Tax Law Changes Affecting Equity-Based Awards granted 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, 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 Restrnicted Stock Unit Awards Due to 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)

*Section 409A Amendment Document, effective as of January 1, 2009 (incorporated by
reference to the Company's Annual Report on Form 10-K for the year ended
December 31, 2008)

*Section 409A Amendment Regarding Payments Condittoned Upon Employment-Related
Action to Any and All Plans or Arrangements Entered into by the Marsh & McLennan
Companies, Inc , or any of its Direct or Indirect Subsidianes, that Provide for the Payment
of Section 409A Nonqualified Deferred Compensation, effective December 21, 2012
(incorporated by reference to the Company’s Annual Repert on Form 10-K for the year
ended December 31, 2012)

*Marsh & McLennan Companies Supplemental Savings & Investment Plan (formerly the
Marsh & McLennan Companies Stock Investment Supplemental Plan) Restatement,
effective January 1, 2012 (incorporated by reference to the Company's Annual Report on
Form 10-K for the year ended December 31, 2012)

*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 Restated, effective January 1, 2012
{incorporated by reference to the Company’s Annual Report on Form 10-K for the year
ended December 31, 2012)

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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(10 48)

(10 49)

(10 50)

(10 51)

(10 52)

(10 53)

(10 54)

(10 55)

(10 56)

(10 57)

(10 58)

(10 59)

(10 60)

(1061)

(10 62)

*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, Inc Senior Management Incentive Compensation Plan
(incorperated by reference to the Company’'s Annual Report on Form 10-K for the year
ended December 31, 1894)

*Marsh & McLennan Companies, Inc Directors' Stock Compensation Plan-May 31, 2009
Restatement (incorporated by reference to the Company's Quarterly Report on Form 10-
Q for the quarter ended June 30, 2009)

*Descniption of compensation arrangements for independent directors of Marsh &
McLennan Companies, Inc effective June 1, 2012 (incorporated by reference to the
Company's Annual Report on Form 10-K for the year ended December 31, 2011)

*Employment Agreement, effective 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, Inc and Bnian Duperreault (incorporated by reference to
the Company's Current Report on Form 8-K dated September 16, 2009)

*Letter Regarding Qualifying Retirement Determination, dated January 16, 2013, from
Marsh & McLennan Companies, Inc to Bnan Duperreault (incorporated by reference to
the Company's Annual Report on Form 10-K for the year ended December 31, 2012)

*General Release, dated January 22, 2013, between Marsh & McLennan Companies,
Inc and Brnian Duperreauit (incorporated by reference to the Company’s Annual Repart
on Form 10-K for the year ended December 31, 2012)

*Letter Agreement, dated August 18, 2008, between Marsh & McLennan Companies, Inc
and Vanessa A Wiitman (incorporated by reference to the Company's Current Report on
Form 8-K dated August 18, 2008)

Non-Solicitation Agreement, dated as of September 10, 2008, between Marsh &
McLennan Companies, Inc and Vanessa A Wittman (incorporated by reference to the
Company's Annual Report on Form 10-K for the year ended December 31, 2012)

Confidentiality Agreemerd, dated as of September 10, 2008, between Marsh & MclLennan
Companies, Inc and Vanessa A Wittman (incorporated by reference to the Company's
Annual Report on Form 10-K for the year ended December 31, 2012)

*Employment Agreement, dated as of December 10, 2007, by and between Marsh &
McLennan Compantes, In¢c and Daniel S Glaser (incorporated by reference to the
Company's Quarterly Report on 10-Q for the quarter ended March 31, 2009)

*Letter Agreement, effective as of March 20, 2013, between Marsh & Mcl.ennan
Comparees, Inc and Darniel S Glaser (incorporated by reference to the Company's
Quarterly Report on Form 10-Q for the quarter ended September 30, 2013)

*Non-Compettion and Non-Solicitation Agreement, effective as of September 18, 2013,
between Marsh & McLennan Companies, Inc and Daniel 8 Glaser (incorporated by
reference to the Company’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 2013)

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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(1063) *Letter Agreement, effective as of March 20, 2013, between Marsh & McLennan
Companies, Inc and J Michael Bischoff

(10 64) *Non-Competition and Non-Solicitation Agreement, effective as of November 21, 2013,
between Marsh & McLennan Companies, Inc and J Michae! Bischoff

(10 65) *Letter Agreement, effective as of March 20, 2013, between Marsh & McLennan
Companies, Inc and Peter Zaffino

(10 66) *Non-Competition and Non-Solicitation Agreement, effective as of November 21, 2013,
between Marsh & McLennan Companies, Inc and Peter Zaffino

{10 67) *Letter Agreement, effective as of March 20, 2013, between Marsh & Mcl.ennan
Companies, Inc and Julio A Portalatin

{10 68) *Non-Competition and Non-Solicitation Agreement, effective as of November 21, 2013,
between Marsh & McLennan Companies, Inc and Julio A Portalatin

{12 1) Statement Re Computation of Ratio of Earnings to Fixed Charges

(14 1) 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)

(21 1) List of Subsidianes of Marsh & McLennan Companies, Inc {as of February 21, 2014)

(23 1) Consent of Independent Registered Public Accounting Firm

(24 1} Power of Attorney (included on signature page)

(31 1) Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Officer

(31 2) Rule 13a-14(a)/15d-14(a) Certification of Chief Financial Officer

(32 1) Section 1350 Certifications

101 INS XBRL Instance Document

101 SCH XBRL Taxocnomy Extension Schema

101 CAL  XBRL Taxonomy Extension Calculation Linkbase

101 DEF  XBRL Taxonomy Extension Definition 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 Item 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 authorized

MARSH & McLENNAN COMPANIES, INC

Dated February 27, 2014 By /s/ DANELS GLASER

Daniel § Glaser
President and Chief Executive Officer

Each person whose signature appears below hereby constitutes and appoints Luciana Fato and Tiffany
Wooley, and each of them singly, such person’s lawful attorneys-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 thes Annual Report on Form 10-K filed with the Secunties and Exchange Commission

Pursuant to the requirements of the Secunties Exchange Act of 1934, this report has been signed below
by the foillowing persons on behalf of the registrant and in the capacities indicated this 27th day of
February, 2014

Name Title Date
/s/ DANIEL S GLASER Director, President & February 27, 2014
Daniel S Glaser Chief Executive Officer
fsf J MICHAEL BISCHOFF
J Michael Bischoff Chief Financial Officer February 27, 2014

Senior Vice President &

/s/  ROBERT J RAPPORT Controller February 27, 2014
Robert J Rapport {Chief Accounting Officer)

I8!/ Oscar FANJUL Director

Oscar Fanjul February 27, 2014
s/ H EDWARD HANWAY Director February 27, 2014

H Edward Hanway

/s/ LORD LANG OF MONKTON Director
Lord Lang of Monkton February 27, 2014

/s!  ELAINE LA ROCHE Director
Elaine La Roche February 27, 2014

/s STEVEN A MiLLS Director
Steven A Mills February 27, 2014




Name Title Date
"BS’!UCE';U%EDNOLOP Director February 27, 2014
ﬁgrcngA%:kgn OKEN Director February 27, 2014
5’]’;” gf,lOSnghgpﬁgHAP'Ro Director February 27, 2014
IASéeI eAg%EnSolrhlnsMONS Director February 27, 2014
ﬁloy d'-;g:'GDSYATES Director February 27, 2014
/81 R DAVID YOST Director February 27, 2014

R Dawid Yost




Exhibit 31.1

CERTIFICATIONS

I, Damel S Glaser, certify that

1 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 ight of the circumstances under which such
statements were made, not misleading with respect to the penod covered by this report,

3 Based on my knowiedge, the financial statements, and other financial information included in this repont,
farly present in all matenal respects the financial condition, results of operations and cash flows of the registrant as
of, and for, the periods presented in this report,

4 The registrant's other certifying officer{s) and | are responsible for establishing and mamntaining disclosure
controls and procedures (as defined In Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control 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 subsidiarnes, 1s made known to us by others within those entittes, particularly dunng
the period in which this report I1s being prepared,

b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, 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 prnnciples,

¢) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in
this report our conclusicns 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 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, or 1s reasonably hikely to matenaily affect, the registrant's
internal control 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 funchions)

a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably lkely to adversely affect the registrant’s ability to record, process,
summarize and report financial information, and

b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant's internal control over financial reporting

Date February 27, 2014 /s/ Daniel S Glaser

Danie! S Glaser
President and Chief Executive Officer




Exhibit 31.2

CERTIFICATIONS
|, J Michael Bischoff, certify that

1 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 ight of the circumstances under which such
statements were made, not misleading with respect to the penod covered by this report,

3 Based on my knowledge, the financial statements, and other financial information included in this report,
farrly 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 repor,

4 The registrant's other certifying officer(s) and | 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 control 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 matertal information relating to the registrant,
including its consolidated subsidianes, 1s made known to us by others within those entities, particularly during
the period 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 supervision, 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,

¢) Evaluated the effectiveness of the regrstrant'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 period 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 durning 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 reasonably tikely to matenally affect, the registrant’s
internal control over financial reperting, and

5 The registrant's other certifying officer(s) and | have disclosed, based on cur 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 materral weaknesses in the design or operation of internal control over
financial reportting which are reasonably likely to adversely affect the registrant's ability to record, process,
summanze and report financial information, and

b} Any fraud, whether or not matenial, that involves management or other employees who have a
significant role in the registrant's internal control over financial reporting

Date February 27, 2014 Is/ J Michael Bischoff
J Michael Bischoff
Chief Financial Officer




Exhibit 32.1

Certification of Chief Executive Officer and Chief Financial Officer

The certfication set forth below 1s being submitted in connection with the Annual Report on Form 10-K for the year
ended December 31, 2013 of Marsh & McLennan Companies, In¢ (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

Daniel S Glaser, the President and Chief Executive Officer, and J Michael Bischoff, the Chief Financial Officer, of
Marsh & McLennan Comparnies, Inc each certifies that, to the best of his knowledge

1 the Report fully complies with the requirements of Section 13(a) or 15(d) of the Exchange Act, and

2 thenformation contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of Marsh & McLennan Companies, Inc

Date February 27, 2014 /s Danie! S8 Glaser

Daniel S Glaser
President and Chief Executive Officer

Date February 27, 2014 /s/ J Michael Bischoff
J Michael Bischoff
Chief Financial Officer




STOCK PERFORMANCE GRAPH

The following graph compares the annual cumulative stockholder return for the five-year penod ended December
31,2013 on Marsh & MclLennan 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, 2008 In
Marsh & Mclennan Companies common stock and each of the two indices, with dividends reinvested Returns on
the compaosite industry index reflect allccation of the total amount invested among the constituent stocks on a pro
rata basis according to each issuer's start-of-the-year market capitahization The composite industry index consists
of Aon ple, Arthur J Gallagher & Co , Towers Watson & Co, and Willis Group Holdings plc

COMPARISON OF CUMULATIVE TOTAL STOCKHOLDER RETURN
(3100 invested 12/31/08 with dwvidends reinvested)

240

190 /

140

2008 2009 2010 2011 2012 2013

-8~ Marsh & Mclennan 100 95 121 144 162 233
Companies

=8~ Composite Industry 100 92 115 125 136 213
Index

-+ S&P 500 100 126 146 149 172 228




EXECUTIVE OFFICERS

PETER]. BESHAR

Executive Vice President and
General Counsel,

Marsh & Mclennan Companies

J. MICHAEL BISCHOFF
Chief Financial Officer,
Marsh & McLennan Companies

E. SCOTT GILBERT

Senior Vice President and

Chief Risk & Compliance Officer,
Marsh & MclLennan Companies

DAMNIELS. GLASER
President and Chief Executive Officer,
Marsh & McLennan Companies

LAURIE LEDFORD

Senior Vice President and

Chief Human Resources Officer,
Marsh & MclLennan Companies

SCOTT McDONALD
President and Chief Executive Officer,
Oliver Wyman Group

ALEXANDER S. MOCZARSKI
President and Chief Executive Qfficer,
Guy Carpenter

JULIO A, PORTALATIN
President and Chief Executive Officer,
Mercer

PETER ZAFFINO
President and Chief Executiva Officer,
Marsh

MiIX
Paper ftam
respensibls seurces
FSC

wutcwy  FSC* C1015637

SHAREHOLDER INFORMATION

ANNUAL MEETING

The 2014 Annual Meeting of
Shareholders will be held at 10:00a.m.,
Thursday, May 15, 2014,

at the following location:

Diractors Guild of America

110 West 57th Street

New York, NY 10019

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
Telephone: 800 457 8968 or

651 4504064 (Qutside US /Canada)

Mailing Address:

1110 Centre Pointe Curve, Suite 101
Mendota Heights, MN 55120-4100
Wells Fargo's website:
www.shareowneronline.com

Shareholders who hold shares of

Marsh & McLennan Companies beneficially
through a broker, txank, or other
intermediary organization should contact
that organization for these sarvices.

HRECT PURCHASE PLAN

Shareholders of record and other interested
investors can purchase Marsh & Mclennan
Companies common stock directly
through the Company’s transfer agent

and the Administrator for the Plan,

Wells Fargo. A brochure on the Plan is
available on the Wells Fargo website or

by contacting Wells Fargo directly:

Wells Fargo Shareowner Services
PO. Box 64856

St. Paul, MN 55164-0874
Telephone: 800 457 8568 or

651 450 4064 (Qutside US/Canada)
Wells Fargo’s website:
www.shareowneronline.com

FINANCIAL INFORMATION

Copies of Marsh & McLennan Companies
annual reports and Forms 10-K and
10-Q are available on the Company’s
website. Thase documents also may

be requested by contacting:

Marsh & Mclennan Companies, Inc.
Investor Reiations

1166 Avenue of the Americas

New York, NY 10036

Telephone: 2123455462

Website: www.mmc.com

STOCK LISTINGS

Marsh & Mclennan Companies commeoen stock
{ticker symbol: MMC) is listed on the New
York, Chicago, and London Stock Exchanges.

PROCEDURES FOR RAISING
COMPLAINTS AND CONCERNS
REGARDING ACCGUNTING MATTERS
Marsh & Mciennan Companiesis committed
to complying with all applicable accounting
standards, internal accounting controls, audit
practices, and securities laws and regulations
{collectively, "Accounting Matters”). Toraise a
complaint or concearn regarding Accounting
Matters, you may contact the Company by
mail, telephone, or online. You may review
the Company’s procedures for handling
complaints and concerns regarding
Accounting Matters at www.mmc.com.

BY MAIL:

Marsh & McLennan Companies, Inc.
Audit Committee

¢/o Lucy Fato, Corporate Secretary
1166 Avenue of the Americas

New York, NY 10036

BY TELEPHONE OR ONLINE:
Visit www ethicscomplianceline.com for
dialing instructions or to raise concerns.




Marsh & McLennan Companies, Inc
1166 Avenue of the Amencas

New York, NY 10036
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