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$10, 550 $9,831 $10, 730

6,465 6, 182 6,830
3,146 2,871 3,221
9,611 9,053 10,051
$939 $778 $679
$565 $531 $381
306 (290) (443)
( ) $871 $241 $(62)

( ) $855 $227 $(73)
$1.01 $0.97 $(0.70)
$1.00 $0.96 $(0.70)

( )
$1.56 $0. 43 $(0.13)
$1.55 $0. 42 $(0.14)
540 522 514
544 524 514
12 31 541 530 514
2010 778 939 2010
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2010 20009 )
$4,744%4, 319 10% 1% 6 % 2 %
975 911 7 % 1% 4% 2 %
5,719 5,230 9 % 1% 6 % 2 %
45 54 (16) % 3% 2% (21) %
5,764 5,284 9 % 1% 6 % 2 %
3,478 3,327 5 % 2 % 1% 2 %
1,357 1,282 6 % (1) % - 7 %
4,835 4,609 5 % 1% - 3%

(49) (62)

$10, 5509, 831 7 % 1% 3% 3%
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p 2010 20009 ¢ )
EMEA $1,674%1,555 8 % - 5 % 3 %
503 4109 20% 8 % 5 % 7 %
298 267 11% 4% - 8 %
2,475 2,241 10% 2% 5 % 4%
2,269 2,078 9 % 1% 7% 1%
$4,744%$4,319 10% 1% 6 % 2 %
$1,053%1,091 (4)% 1% - (4) %
900 857 5 % - - 5 %
488 456 7 % 1% 4% 2 %
2,441 2,404 2 % 1% 1% -
671 620 8 % 4% 1% 3 %
366 303 21% 4 % - 16 %
$3,438%$3,327 5 % 2% 1% 2 %
12 31
( 2009 2008 ¢ )
$4,319%4,524 (5)% (4)% - (1) %
911 803 13% (4)% 9 % 8 %
5,230 5,327 (2)% (4)% 2 % -
54 139 (61)% (2) % 1% (60)%
5,284 5,466 (3)% (4)% 2% (1) %
3,327 3,642 (9)% (5)% - (4) %
1,282 1,554 (17)% (4)% 1% (15)%
4,609 5,196 (11)% (5)% - (7) %
(62) 68
$9,831$10, 730 (8)% (4)% (3)%
(a)20009
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EMEA $1,555%1,706 (9)% (8)% (1)% -
419 412 2 % (3) % - 5 %
267 252 6 % (5) % 2 % 9 %
2,241 2,370 (5)% (6)% (1)% 2 %
2,078 2,154 (4)% (1)% 1% (4) %
$4,319%4,524 (5)% (4)% - (1) %
$1,091%1,178 (7)% (6)% - (1) %
857 898 (5)% (3)% (1)% (1)%
456 555 (18)% (2) % 1% (17)%
2,404 2,631 (9)% (4)% - (4) %
620 702 (12)% (6) % - (6) %
303 309 (2)% (8)% - 6 %
$3,327%3,642 (9)% (5)% - (4) %
2010
20009 9,800 10,600
2010 20009
21
20009
2008 11,500 9,800
20009 2008
60
17 11

15
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$4,835 $4,609 $5, 196
2,974 2,917 3,204
1,732 1,287 1,437
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$129 $405 $555
2. 7% 8.8% 10. 7
2010 2009
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16
1,400
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17 17
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$381 $6909 $866
(a) 345 958 1,281
36 (259) (415)
16 2 4 24
20 (283) (439)
(7)
13 (283) (439)
(b) 58 8 29
(c) (235) 15 33
293 (7) (4)
$306 $(290) $(443)
$0.55 $(0.54) $(0.83)
$0.55 $(0.54) $(0.84)
(a) 20009 315 2008 504
(b) 2010 KLS 20009
(c) 2010
KGS 36
2010 20009 20
2010 20009 20
20009 241 233 2010

550

52/216



400

2010
2010

2009

2008

2010

20009

2008

2009
20009
21
20009
20009

. 8%

53/216

EDINETOOOO

O00DOo00oOo00oo00oo00o0oO0Ooo(Eees921)

2008 47
2009
2009
Ri sk
2010
Ri sk Capital
20009
. 5%
. 9%
35%

17
20009

43
Capital

Hol di

35%

oOoOooodn

241
400

Hol di ngs

20009

ngs



EDINETOOOO
O00DOo00oOo00oo00oo00o0oO0Ooo(Eees921)
oOoOooodn

2010 12 31

(iv) (v) NOL

250

2010 12 31

54/216



EDINETOOOO
O00DOo00oOo00oo00oo00o0oO0Ooo(Eees921)
oOoOooodn

20009 640 2010 722

2009 12 ERI SA
2009 12 31 230 163
67 2010
2010 11
ARMB 1992 2004
500 100
277
160 50 2010
230 2011
2010 200 2010
70 2010 221
237 200 2009

22 400

55/216



20 300
2010 2011
( ERI SA )
)
2010
13.5
13
2008
18 14
20009 2010
2011 60
20009 46 4
11
10 2008 260

56/216

14. 4

2010

23

EDINETOOOO
O00DOo00oOo00oo00oo00o0oO0Ooo(Eees921)

oOoOooodn
2011
2010 12 31
2008
2010
550 20009



EDINETOOOO
O00DOo00oOo00oo00oo00o0oO0Ooo(Eees921)
oOoOooodn

2010 5.15 10 550
20009 7.125 10 400
9. 25 10 400
2008 3.625 250
20009
47 24 23 15
2010
2009 10 23 10
12
2010 12 31
Baa?2 BBB -
P-2 A- 3
2010 12 31 272 2009 12 31
2010 12 31
2010 15 500 2010
85. 5 3.4
2010 452 ( 0.81 ) 2009

( 0.80 ) 2008 412 ( 0.80 )
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2010 535 2009
236 2010
20009 67 427 18:
7.6 2010 81
2010 60
2010 189
2010 12 31
20009
2010 32 2009 42
2010 11.3 2010
KLS 110 20009 KGS 70
2010 271 20009
2010 13
20009 44
I
81
|1
|1
2010 12 31
1 3 4 5 5
8 8
3,034 519 1,420 1,095
1,511 185 340 276 710
2,596 368 618 445 1,165
433 127 134 71 101
1809 46 130 12 1
7,771 734 1,741 2,224 3,072
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16
935
2011
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2007
2011 2014 5.375
250 3.5
5.375 LI BOR
. 726
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$1,894
$3,824
10 13
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1,600,000,000 560,641,64p ( ) 1,039,358,3p0 ( )
6,000,000 ( ) 6,000,000 ( )
( 560,641) 640
560,641 640 — _
(2)
( 100 )
1,0/00
( )
2006 12 560,641,640 440 5,842 (
( )
2007 12 560. 641, 640 2,011 | 7,853 ¢
( )
2008 12 560, 641, 640 2,093 | 5,760 (
( )
2009 12 560. 641, 640 103 5,863 (
( )
2010 12 560. 641. 640 552 6,415
MMC
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MMC
MMC
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27,506,[616 5.0
100
02111-2900
U.s. 20,304,[959 3.74
1
90074
20,303,[429 3.74
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10022
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52 40
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12 31 12 31 12 31 12 31 12 31

32. 73 33.90 36. 82 25. 46 27.50

24.00 23.12 20. 96 17.18 20. 21
()
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2010 2010 2010 2010 19 2010 11 2010 1¢%

23. 73 24. 20 24. 68 25. 44 26. 49 27.50

22.13 22.85 23.48 23.40 24. 71 25. 39
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M 1969 19914 119983, 5B 4
1998 2001
(LESLI'E M. BAKER)0O1 2003
(1942 22 )
B.
w 1993 1999 20, 45 7
(ZACHARY W. CARTER) 1999 Dorsey & Whitney LLP
(1950 19 ) The White Coll gr Crime and
Civil Fraud practice group Cabl evisi
Systems Corporation
(Mayor's Advisory Committee onf the Judiciary)
House Center, Il nc. The New Yor k
Uni versity School of Law The [Vera Ifnstitute
2008 MMC MMGQ 298, 8§35
(BRI AN DUPERREAULT}9914 2004 ACE Limited
(1947 ) 2007 ACE
Al G 20
Al G Foreign Gener al Il nsfurance
Al G American I nternati onafl Undefwriters |
Tyco I nternat:i nal Ltld.
Omega Capital 5 61, 958353
(OSCAR FANJUL) 1996 Repsol
(1949 20 ) Acerinox LaFarge Ar eva
Ami gos del Nuseo| del Prado
R 1979 Eaton Corporation 1995 23030,08 |7 7 CEO
(STEPHEN R. HAHRDIOS) 2000 2000 P 005 5
(1935 13 ) Axcelis Technol ogi es, I nc. Axcel i s
Technol ogi es, I nc. Lexmark Ipnternatio
Corporation Nordson Corporation Proglressive C
American Greetings Corporatidgn St er.i
Corporation
S 1989 1992 11,9p2
( GWENDOLYN S. K1 NG) 1992 1998 Peco Energy
(1940 23 )
Podium Prose Countrywide Financi al
Corporation Nati ona Assog¢i ation o
Corporate Dierctors 2010
Lockheed Martin Corporation Monsantlo Company
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(THE RT. HON. |l ORD LANG OR 995 1997
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(1940 27 )
BFS US Specail Opplortunifties TrusH
plc Thistle Mining Inc., Generall Accigent plc C
The Automobile Association
P 2008 9 2010 E- Trade Financ|lialldCdpporati on
(BRUCE P. NOLOP) 2011 3 31 20pO0
(1950 11 11 ) 2008 Pitney Bowes, I nc.
1993 2000 Wassersten Perellla & [O.
Gol dman. Sahs & Cg.
Ki mberl ey-Clark Colrporatl]i on
Morgan Stanley & Co. J A
Wor | dwi de Regi onal Pl an Assoc|liation
D Fal furrias Capital Par t2nbe,risp 2
( MARC D. OKEN) 2004 2005 Bank of Amelrica Cprporati ol
(1946 10 10 ) CFO 1989 Bank
of America Corporation 1998
St ar Scientifice, |l nc. Sanoco
Products Company Star Scientil|fic, Il hc.
H 2000 20009 ClIl GNA Corporation CHQ 583
(H. EDWARD HANWAY) 1999 2000
(1952 1996 1999 ClIl GNA Healthcare 1989
6 ) 1996 CIl GNA I nternational
AHI P
CAQH
March of Dimes Foundatidgn Loyol a
University Maryl and Ei senhowgr Exchlange Fell
(0] 2009 0
( MORTON O. SCHAPI RO) 2000
(1953 13 ) 1991 1994
1994 2000
1999 2000
Chicago Metropolis 2020 Gl D%H,a2lRO0Phi | antt
(ADELE SI MMONS)Partnership 1989 1999 John D. and
(1941 21 ) Cat herine T. MacArt hur Foundgti on
Shorebank Corporation El[c onomi c
Club Field Museum Union o Concgrned Scie
2011 3 30
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D MMC 2008 MMC 280, 0053 5
( ORLAND D. ASHFORD)
(1968 14 )
Delta Consulting Gfpoup Mer cer
Delta Consulting Ameri tech
J MMC 2004 11 MMC 90, 03
(PETER J. BESHAR)Gi bson, Dunn & Crutcher LLP
(1961 11 20 ) 1995 Gi bson, Dunn & Crutcher| LLP
Cyrus Vance
M CEO 2006 MMC 77,0p6
(M. MICHELE BURNS)2006 31 MMC P 006
(1958 2 27 ) 25 MMC 2004
Mi rant Corporation
20014 Mi rant 2000
2004 Del ta Air Lines, lnc.
1999 Del t a
2006 Ol ver Wyman Group CEBZODBBS 2006
(JOHN DRZI K) MMC 2003 Ol'iver, Wyman & |[Compan
(1962 19 ) Mercer Ol iver Wyman 19184 ol ver , Wy m;
& Company 1995 2000
2008 MMC MM® 8, 8§35
(BRI AN DUPERREAULT) MMC 1994 20014 ACE
(1947 ) Limited 2004
2007 ACE 2008
ACE
Al G 20 Al G |Forei g
Gener al Il nsurance Al G Ameri can
I nternational Underwriters (AI'U)
Tyco International Ltd.
E MMC 7,997
(E. SCOTT GILBERT) 2005 MMC 20014 Gener gl
(1955 10 24 ) Electric Company
GE
1986 1992 GE
Assistant United States Attorney
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(DANI'EL S. GLAXER) Li mited Al G Amerifcan I nfernati on:
(1960 8 11 ) Underwrites (Al U)

2000 Al G 2002 Al G
Europe (U. K.) 1982
10

Wiilis Willis Risk Sollutiong CEO

MMC CEO 1980 59,51
(DAVI D NADLER) Delta Consul tling Grloup,
(1948 11 16 ) I nc. 2000 Mer cer CEO

2005 12 Oliver Wyman De|ta Organizati ol

Leadership CEO

A MMC 2008 MMC 15, 8p7
(VANESSA A. WITTMAN) 3 2007 Adel phia Communpications Corp.
(1967 16 )

Adel phi a
Adel pha 36/0
2002 11
Metricom | nc.
Guy Carpenter CEO 2008 29,6B2007
(PETER ZAFFI NQ) Guy Carpenter
(1967 10 )
2001
GE Capital
( )
2011 4 20 50 MMC
2007 2011 4 20
44
55 CEO
2011 4 CEO
30
1993 2001 2004
2006 CEO
2008 CEO
2011 5 2 46 2008
CEO 2004 2010 MMC
2002 2007
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2008
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10 15
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2010

20009

2008

(3)

2010

718

FASB ASC Topic

(4)

31

12

2008

31

12

2008

20009

2010

684 166, 678
2010
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0000000
(5) 31
2010
21 2011 28
34
2008
(6)
2011 28
10K 2010 12 31
48
(7) 2010
/ ($)(d)| (%) (e) ()
($)(a)|  ($)(b) ($) cd
30,00 0 5,000 13,318 339,851 388, 169
938 0 0 0 0 938
30,00 66 11,745 0 0 41,811
22,50 0 5,000 0 0 27,500
M 25,50 0 5,000 0 0 30,500
(a) 2010 401 (k) SSI P
401 (k) SSI P
50
(b)
(c)
(d) 2008
(e)
(
)
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2010

100, 000

150,000

15,000

100, 00O
2010
2010
(%)
($) (1) ($)(2) ($)(3)
M
$115,/]000 $100,/000 - $215,/]000
w ( 4)) 115,000 100,000 5,000 220,000
100,000 100,000 - 200,000
H 100, p0O 100, pO0O0 - 200, pO0O
R
(5) 250, 000 100,000 5,000 355,000
S 115,000 100,000 - 215,000
115, p00 100, pO0O0 - 215,000
P 100,000 100,000 4,250 204,250
D 115,000 100,000 - 215,000
0 100,000 100,000 5,000 205,000
115, p00 100, pO0O0 5,000 220, p00
(1) 2010 100,000

15,000
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(8,777 (8, 17) (8,927
6,465 6,182 6,830
3,146 2,871 3,221
9,611 9,053 10,051
(7,997 (7,528 (8,357
939 778 679
(781) (647) (565)
20 17 47
(233) (241) (220)
43 (2) (12)
769 552 494
204 21 113
565 531 381
306 (290) (443)
871 241 (62)
(724) (200) (52 )
16 14 11
855 227 (73)
1.01 0.97 0.70
(83.98 (80.56 (58.21
1.56 0.43 (0.13)
(129.)71 (35.yY5 ( 10.81 )
1.00 0.96 0.70
(83.15 (79. B2 (58. 320
1.55 0.42 0.14)
(128.)88 (34.92 ( 11.64 )
540 522 514
544 524 515
1231 541 530 514
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871 241 (62)
_ 315 540
291 307 332
66 58 72
16 42 103
(40) 8 20
(17) 56 52
18 11 34
(216) (81) 270
51 (28) (18)
(216) 118 (106)
(55) 124 (149)
(13) 92 (76)
32 (95) (159)
(145) (487) (119)
79 (41) 206
722 640 940
(600) (532) (782)
(86) - -
_ 398 -
(559) (408) (260)
(15) (24) -
(59) (33) (39)
41 34 68
(452) (431) (412)
(1,130) (464) (643)
( 940 ) 386 )y ( 535 )
(271) (305) (386)
91 53 97
6 7 11
1,202 75 56
(492) (73) (126)
(1) 7 -
535 (236) (348)
(10) 152 (397)
117 92 (448)
1,777 1,685 2,133
1,894 1,777 1,685
(1,575% L 478 (1,401}
- 47
1,894 1,707 1,638
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1,211 1,245 1,242
6 54 11
) (17) 2 (8)
_ (38) _
(15) (52) _
1,185 1,211 1,245
7,033 7,237 7,732
( (a) 855 227 (73)
(15) (14) (10)
2ooé Cee 2010 81 20009 (437) (417) (412)
7. 436 7. 033 7,237
(2,171) (2,098) (351)
(b) (27) 346 (770)
) (c) (12) (2) 11
(90) (417) (988)
(2,300) (2,171) (2,0098)
(806) (1,223) (1,362)
(86) - -
198 281 _
180 136 1309
(514) (806) (1,223)
35 38 31
(e) 16 14 11
- (8) -
(4) (9) (4)
47 35 38
6.415 5. 863 5. 760
(5,33% (4,875 (4,789
74 2 168 (1,8009)
( (617) (140) ( 504 )
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2010 2009 2008
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565 531 381
16 14 11
549 517 370
6 12 9
543 505 361
540 522 514
4 2 1
544 524 515
23.76 21. 44 27.24
EPS
(
2010 2009 2008
)
( ) 855 227 (73)
(1) 11 4 -
844 223 (73)
540 522 514
4 2 -
544 524 514
23.76 21. 44 27.24
(1) 2a0@831 12
20102009 2008 12 31 43. 4
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2010 FASB
2010
20102 FASB
( ) 2010 20009 2008
867 420 249
(176) (24) (78)
Lo 2010 7.6 20009 (183) (229) B
/ (81) (100) (45)
427 67 126
3 _ _
2 6 _
60 _ _
492 73 126
( ) 2010 20009 2008
232 230 216
39 219 200
201020009 2008 12 31
103
2008 12 174 193 76
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20009
5,28¢6a) 796 8,320 153 147
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9,893 1,201 12,564 267 225
(62)c) (428%) 2,7784d) 28 36
9,831 778 15,337 295 261
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4,781 4,363 4,632
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10,5909 9,893 10, 662
(49) (62) 68
10,550 9,831 10,730
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4,708 4,436 4,694
1,720 1,708 1,820
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Marsh & Melennan Companies, Inc. and Subsidianes
Consolidated Statements of Income

For the Years Ended December 31,

{In miltions, except per share figures) 2010 2008 2008
Revenue $ 10,550 5§98 510,730
Expense:

Compensation and benafits 6,485 6,182 6,820
Cther operating expenses 3,146 2871 3,221
Operaling expenses 9,611 9,053 10,051
Operating income 939 78 E79
Intarest income 20 17 47
Interest expense (233) (241) {2200
Investment income (loss) 43 (2) (12)
Income before income taxes 789 552 484
Income taxes 204 21 113
Income from continuing operatons 565 531 381
Discontinued operations, nel of tax 306 (290} (443}
Nel income {loss) befora non-contralling interests BT 241 62)
Less: nel income altnbutable to non-controfling interests 16 14 11
Nel income {loss) altributable fo the Company § BSS 5 227 5 (73)
Basic net income (loss) per share
—Conlinuing operalicns § 101 s 097 5 070
—Matl income (Ioss) attributable to the Company 5 156 S 043 5 (0.13)
Diluted net income (loss) per share
—Continuing oparations 5§ 1.00 § 098 5 070
—MNet income {loss) attributable to the Company § 155 5 042 5 (0.14)
Average number of shares outstanding— Basic 540 522 514
= Diluted 544 524 515
Shares oulstanding at December 31, 541 530 514

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

December 31,
{In miltions of dollars) 2010 2009
ASSETS
Current assets:
Cash and cash equivalents § 1.894 § 1.707
Receaivables
Commissions and {ees 2,544 2 208
Advanced premiums and claims 96 BG
Income tax receivable 323 175
Other 186 272
3,143 2,831
Less—allowance for doubtful accounts and cancellations {114) {107}
MNet receivables 3,035 2,724
Curment assets of discontinued operations o 221
Other current assels 347 279
Tolal current asszels 5,278 4931
Goodwill and imangible assels 6,823 6,218
Fived assets, net 822 B850
Pension related assels 265 84
Deferred tax assets 1,205 1,234
Mon-current assets of discontinuad operations — 1,085
Other assels 919 924
_ $15.310 $ 15,337
LIABILITIES AND EQUITY
Current liabilities:
Short-term dabt 5 8 5 558
Accounts payable and accrued liabilities 1.741 1,751
Accrued compensation and employes benefils 1,294 1,280
Accrued income taxes 62 —
Liabilities of discontinued operations — 116
_____Total current liabilies 3,105 3,715
Fiduciary liabilities 3,824 3,559
Less—cash and investments held in a fiduciary capacity {3,824} (3,550)
Long-term debt 3.028 3.034
Pension, postretirement and postemployment benefits 1,211 1,182
Liability for errors and omissions 430 518
Other liabilties 1,123 1,025
Commitmants and continganciss
Stockholders’ eguity:
Preferred stock, 31 par value, authonzed 6 000,000 shares, none issued —_ —
Common stock, $1 par value, authorized 1,600,000,000 shares, issued 560,641,640
shares at 2010 and 2008 561 561
Additicnal paid-in capital 1,185 1.211
Retained eamings 7,436 7.033
Accumulated other comprehensive loss {2,300) 2171
Non-conirolling interests 47 35
6.929 & 669
Less—lreasury shares at cosl, 20,132,120 at 2010 and 30.967.116 at 2009 (514) {BOG)
Tolal equity B.415 5,863
$15,310 $ 15,337

The accempanying nctes are an integral part of these consolidated stalements.
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Marsh & MclLennan Companies, Inc. and Subsidiaries
Consolidated Statements of Cash Flows

For the Years Ended December 31,
{In_miltions of dollars) 2010 2009 2008
Opearating cash flows:
Met income (loss) befere non-controlling interests 5 8M 5 24 § (62)
Adpustments to reconcile net income {loss) to cash provided by operations:
Goodwill impairment charge — s 540
Depreciation and amortization of fixed assefs and capitalized software 281 a0y 332
Amcriization of intangible assets E6 58 72
Provision for deferred income taxes 16 42 103
(Gains)losses on invesiments (40) B 20
{Gains)losses on disposition of assets {17} 56 52
Stock oplion expense 18 11 34
Changes in assets and liabilities:
MNel receivables [216) [&1) 270
Other current assets 51 (28) (18)
Oiher assets [216) 118 (108)
Accounts payable and accrued liabilities (55) 124 (149}
Accrued compensation and employee benefits (13) 9z (76)
Accrued income faxes 32 (95) {159)
Other liabilities (145) (487) (119}
Effect of exchange rate changes 78 [41) 206
Met cash provided by operations T22 B840 840
Financing cash lows:
Purchase of treasury shares (86) —_ —_
Proceeds from issuance of debt —_ g -
Repaymants of debt (5549) (408) (260)
Purchase of non-controlling interests (15) (24) g
Shares withheld for taxes on vested units—treasury shares (59) (33) (33
Issuance of commaon stock 41 34 &8
Dhividends paid (452) (431) {412)
Met cash used for financing activilies {1,130} (454) (B43)
Inwesting cash flows
Capital expenditures (271) {305) {386)
Met sales of long-term investments 91 53 ar
Praceeds from sales of fixed assets [ 7 11
Dispositions 1,202 -] 56
Acquisitions (492) (73) {126}
Other, nat {1} T —
Met cash provided by (used for) investing activities 535 (236) (348)
Effect of exchange rale changes on cash and cash equivalents (10} 1652 {387}
Increase (decrease) in cash and cash equivalents 117 ] {448)
Cash and eash equivalents at beginming of period 1,777 1 B85 2,133
Cash and cash equivalents at end of panod $1,894 51777 $ 1,885
Cash and cash equivalents—reporied as discentinued operations —_ 70 47
Cash and cash equivalents—continuing operations $1,894 3 1.707 % 1.638
The accompanying notes are an integral part of these consolidated statements,
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Marsh & MclLennan Companies, Inc. and Subsidiaries
Consolidated Statements of Stockholders’ Equity and Comprehensive Income
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For the Years Ended December 31,
In milions, ex r share 5 2010 2009 2008
Common Stock
Balance, beginning and end of year $ 561 £ 561 5§ 561
Additional Paid-In Capital
Balance, beginning of year £ 1,211 £ 1,245 £ 1,242
Change in accrued slock compensation cosls 3 54 11
Issuance of sharas under stock compensation plang and employes stock
purchase plans and related tax benefits/deficlencies {17} 2 &)
Purchase of subsidiary shares from non-cantrolling inlerests — (38) —
Issuance of shares for acquisitions {15) (52) _—
Balance, end of year 5 1,185 £ 1211 5 1,245
Retained Earnings
Balance, beginning of year £ 7,033 s 727 § 7732
MNel Income {loss) attributable to the Company (a) 855 227 (73}
Dividand equivalanis paid (15) {14} {(10)
Dividends declared—(per share amounts: .81 in 2010, $.80 in 2009 and
__2008) (437) (217} (412)
__Balance. end of year $ 7438 $ 7,033 § 7.237
Accumulated Other Comprehensive Loss
Balance, beginning of year 5(2,471) §(2,098) $ (351)
Foreign currency translaticn adjustments (b) (27) M5 (770)
Unrealized investiment holding {losses) gains, net of reclassification
adjustments {c) (12) (2) 11
Net changes under benefit plans, net of tax (d) {30) (417) {988)
__Balance, end of year % (2,300) 502171 $ (2.008)
Treasury Shares
Balance, beginning of yaar 5 [B06) $i1,223) §(1.362)
Purchase of treasury shares (86} — -
Izsuance of sharas for acquisibons 198 281 —_—
Issuance of shares under stock compensation plans and employee stock
purchase plans 180 135 139
__Balance, end of year § (514) §_(804) $(1.223)
Mon-Controlling Interests
Balance, beginning of year £ 15 $ k] -1 k|
Net incoms alinbutable fo non-caonfrelling interests, net of discontinued
operations {e) 16 14 11
Purchase of subsidiary shares from non-contralling inlerests - (8) —
Other changes 4) 19 (4)
__Balance. end of period 5 47 § 35 5 3B
Total Stockholders’ Equity 5 6,415 $ 50863 $ 5,760
Total Comprehensive Incoma (Loss] (a+b+c+d+e) s T42 $ 168 $ (1.809)
The accompanying notes are an integral part of these consolidated statements.
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Iarsh & McLennan Companies, Inc. and Subsidiaries
Motes to Consaolidated Financial Stataments

1. Summary of Significant Accounting Policies

Mature of Oparations: Marsh & MclLennan Companies, Inc. (the "Company”), a global professional gervices finm, is organized
based on the different services that i offers. Under this arganizational structure, the Company's two business segments are Risk
and Insurance Services and Consulting. As discussed below, on August 3, 2010 the Company completed the sale of Krall the
Company's former Risk Consulting & Technology segment, to Altegrity, Inc. ("Altegrity™)

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

The Risk and Insurance Services segment provides risk management and insurance broking, reinsurance broking and insurance
program management services for businesses, public sntities, insurance companies, associations, professional senices
organizations, and private clients. The Company conducts business in this segment through Marsh and Guy Carpenter.

In the first quarter of 2010, Marsh acquired Haake Companias, Ing., an insurance broking firm in the Midwast region and
Thomas Rutherfoord, Inc., an insurance broking firm in the Southeast and mid-Atlantic regions of the LS. In the second quarter
of 2010, Marsh acquired HSBC Insurance Brokers Lid . an infernational provider of nisk intermediary and risk advisory services
and the Bestonian Group Insurance Agency, Inc. and Bostonlan Solutions, Ine. (collactivaly the "Bostonian Group"), a regional
msuranca brokerage in Mew England. In the fourth quarter of 2010 Marsh acquired Trion, a LS. private benefits specialist and
EBS, a Georgia-based benefits brokerage and consulting firm, In January 2011, Marsh acquired RJF Agencies, an independent
nzurance agency in the upper Midwes!

In April 2009, Guy Carpenter completed the acquisibon of John B. Collins Associates, Inc., previously the fifth-largest
reinsurance intermediary In the U.S. and seventh-largest In the world. In October 2009, Guy Carpenter compleled the acguisition
of London-based specialty reinsurance broker Ratiner Mackenzie Limited from HCC nsurance Holdings, Inc. In Seplember
2008, Marsh acquired International Advisory Services, Lid | an independent manager of caplives and third-party insurance
companies in Barmueda. In Decamber 2009, Marsh acquired the NIA Group. LLC. an independent insurance agency in the
Morheasl.

The Consulting segmant provides adwice and sarvices to the managements of organizations in the area of human resource
consllting, comprising retirement and Investments, health and benalits, oulsourcing and talenl, and stratedgy and risk
managemant consulting, comprising management, econamic and brand consulting The Company conducts business n this
segment through Marcer and Oliver Wyman Group. In July 2010, Mercer acquired Innovative Process Administration ("IPA"), a
provider of health and benefit recordkeeping and employee enraliment technodogy. In August 2010, Mercer acquired ORC
Worldwide, a premier proveder of HR knowledge, data and solutions for professionals in numerous industries. [n the first quarter
af 2011 Marcar acquired Hammaend Associates, an investmen! consulling company for endowmeants and foundations in the LS.

In the first quarter of 2010, Kroll completed the sale of KLS. On August 3, 2010, the Company completed the sale of Krall to
Altegrity for cash consideration of $1.13 billion. The account balences and activities of Kroll and KLS were segregated and
reported as discontinued operations in the accompanying consclidated balance sheets at December 31, 2008. The gain on the
sala of Kroll and related tax benefils and the after-1ax loss on the sale of KLS, along with Kroll's and KLS's 2010 comparalive
resulls of operations are included in discontinued operations in 2010,

In the fouith quarter of 2008, the principal operations within the Corporale Advisory and Restructuring business ("CARG") were
divested, Additionally, twa small residual corporate advisory and restructunng businesses were exited in the first quarter of 2009
Based on Ihe terms and condifions of the divestures, the Company determined it has "confinuing involvement” in the divested
businesses, as that term is used in SEC Slaff Accounting Bulletin Topic Se. Therefore, classification of the corporate
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advisory and restructuring businesses as discontinued operations is not appropriate and their financial results in the currenl and
priof pariods are included in operating income,

With the sale of Kroll in August 2010, along with previeus divestiture transactions between 2008 and 2010, the Company has
now divested its entire Risk Consulting & Technology segment. The run-off of the Company's involvemenl in the CARG
businesses is now managed by the Company's corporate departments, and consequentiy, the financial results of these
businesses are now included In "Corporate” for segment reparting purposes.

Principles of Consclidation: The accompanying consolidated financal statements include all wholly-owned and
majarity-owned subsidiaries. Al significant intercompany fransactions and balances have been eliminated,

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

Unramitied insurance premiums and claims are hald by the Company in a fiduciary capacity. The Company also collects claims
or refunds from underwriters on behall of insureds. Risk and Insurance Services revenue includes interest on fiduciary funds of
545 million in 2010, £54 million in 2009 and $139 million in 2008, The Consulting segmant recorded fiduciary interest income of
%4 million in 2010 and 20092 and 510 millicn in 2008, Since fiduciary assets are not available for corporate use, they are shown in
the balance sheel as an offsel o fiduciary liabilities.

Fiduciary assets include approximately $283 million and 5577 million of fived income securities classified as available for sale at
Decamber 31, 2010 and 2009, respectively. Unrealized gains or losses from available for sale securities are recorded in other
comprehansive income until the securties are disposed of, or mature. Unrealized gans, net of tax, on thase secunties were 55
million and $12 millicn al December 31, 2010 and 2009, respectively.

Mel uncollected premiums and claims and the related payables were $9 1 billion and 359.9 billion at December 21, 2010 and
2009, respactively. The Company is not a principal to the contracts under which the right to receive premiums or the right to
receive reimbursement of msured losses anses. Met uncallected pramiums and claims and the relaled payables are, therefore,
not assets and liabilities of the Company and are not included in the accompanying consolidated balance sheets.,

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

Revenue: Risk and Insurance Services revenua includes insurance commissions, fees for services rendened and interast
income an certain fiduciary funds, Insurance commissions and fees for risk transfer services generally are recorded as of the
effective date of the applicable policies or, in certain cases (primarily in the Company reinsurance operalions), 8s of the effective
date or billing date, whichever is later. Commissions are net of policy canceilation reserves, which are estimated based on
historic and currenl dala on cancellations. Fees for non-risk transfer services provided o clients are recognized over the perod
in which the services are provided, using a proportional performance model Fees resulting from achievement of certain
performance thresholds are recorded when such levels are attained and such fees are not subject to forfeiture.

As part of the sale of MMC Capital in 2005, the Company retained the right to receive cerain periormance fees retated o the
Trident Il and Trident Hll private equity partnerships. The Company has deferred the recognition of such perfformance fee
revenue of $84 million at December 31, 2010, This revanue is based on the investment performance over the life of each privale
equity fund, and future declines in fund performance from current levels may result in the forfeiture of such revenus, The
Company recognizes performance fee revenue when such fees are no langer subject lo forfeiture, which for the $84 million
noted above, may take a number of years to resalve.
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Consulting revenue includes fees paid by clients for advice and services and commissions from insurance companies for the
placement of individual and group cantracts. Fee revenue for engagements where remuneration 1S based on time plus
out-of-pockel expenses is recognized based on the amount of time consulting professionals expend on the engagement. For
fixed fee engagements, revenue s recognized using a proportional perficrmance model. Revenue from insurance commissions
not subject to a fee arangement is recorded over the effective period of the applicable policles. Revenues lor assel based fees
are recognized on an accrual basis by applying the dailyimanthly rate as contraciually agreed with the chent 1o the nat asset
value, On a limited number of engagements, performance fees may also be eamed for achieving certain pre-determined
performance criteria. Such fees are recognized when the performance criteria have been achieved and agreed fo by the client.
Expenses incurred by professional staff in the generation of revenue are billed to the client and included in revenue.

Cash and Cash Equivalents: Cash and cash eguivalents primarily consisl of cedificates of deposil and lime deposils, with
orginal maturties of three months or less, and money market funds.

Fixed Assels: Fixed assels are staled al cost less accumulated depreciation and amortization. Expendituras for improvements
are capitalized, Upon sale or retirement, the cost and related accumulated depreciation and amortization are removed from the
accounts and any gain or loss is reflected in income, Expenditures for maintenance and repairs are charged to operafions as
incurred.

Depreciation of buidings, building improvements, furniture, and equipment is provided on a straight-line basis over the estimaled
usaful lives of these assats. Leasehold improvemeants are amortized on a straight-line basis over the pencds coverad by the
applicable leases or the estimated wseful life of the improvement, whichever is less. The Company periodically reviews
long-fived assets for impairment whenever events or changes indicate that the carrying value of assets may not be recoverable

The components of fixed assets are as follows:

December 31,

(I millions of dollars) 2010 2008
Fumiture and equipmeant $ 1,079 3 1,049
Land and bulldings 402 410
Leasehold and building improvements 752 723

2,233 2182
Less-accumulated depreciation and amortization (1,411) {1,332}
§ B2 § B5D

Investment Securities: The Company holds investments in both public and private companies, as well as certain private equity
funds. Publicly traded investmenis are clagsified as available for sale and carmed at market value. Non-publicly traded
investmeants are carmed at cost. Changes in the fair value of availlable for sale securities are recorded in stockholders” equity, met
of applicable taxes, until realized. Secunties classified as available for sale or carried at cost are considerad long-term
investments and are included in Other assets in the consolidated balance sheets.

Cerain investmeants, primarily investments in privata aquity funds, are accounted for under the equity mathod using a
consistently applied three-month lag period adjusted for any significant changes from the lag period o the reperting date of the
Company. The underlying private equity funds follow investment company accounting, whera secunties within the fund are
camied at nel asset value. The Company records its proporlionate share of the change in fair value of the funds in eamings
which amounted fo gains/{losses) of $32 millkon, 5(6) milken and ${11) milion in 2010, 2009 and 20048, respectively. Securibes
recorded using the equity method are included in Other assets in the consolidated balance sheets.

Gains, nel of incentive compansaton, o losses recognized in eamings from the investmen! secunties descnbed above are
incduded in investment incocme (loss) in the consolidated statements of ncome. Costs related to management of the Company's
investmenis, including incentive compensation partially derived from invesiment income and (loss), are recorded in operating
EXPEnSes.
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Goodwill and Other Intangible Assets: Goodwill represents acquisition costs in excess of the fair value of net assets acguired.
Goodwill is reviewed at least annually for impairment. The Company performs an annual impairment fest for each of its repading
units during the third quarter of each year, Fair values of the reparting units are estimated using either a market approach or a
discounted cash flow model, Carrying values far the reporting units are based on balances al the prior quarter end and include
directly Identified assets and llabilites as well as an allocation of those assets and labilities not recorded at the reporting unit
level Ofher intangible assets that are nol deamed to have an indalinite life are amaortized over thair estimated lives and reviewead
for impairment upon the oecurrence of certain tiggening events in accordance with applicable accounting leralure, The
Company had no indafinite lived identified intangible assets at December 31, 2010 or 2009

Capitalired Software Costs: The Company capilalizes certam costs to develop. purchase or modify software for the internal
use of the Company. These cosis are amortized on a siraight-line basis over periods ranging from three to len years. Coslts
incurred during the preliminary project stage and post implementation stage, are expensad as incurred. Costs incurred during
the application development stage are capitalized Costs related to updates and enhancements are only capitalized if they will
resull in additonal functionality. Capitalized computer software costs of 5215 million and $214 million, net of accumulated
amortization of $572 million and 3505 million at December 31, 2010 and 2009, respectively, are included in Other assels in the
consolidated balance sheats.

Legal and Other Loss Contingencies: The Company and its subsidiaries are subject to a significant number of claims,
lawauits and proceadings. The Company records liabilifies for conlingencies incleding legal costs when it s probabie that a
[iability has been incurred before the balance sheet date and the amount can be reasonably estimated. To the extent such
logzes can be recovered under the Company”™s iInsurance programs, estimated recoveras ara recorded when losses for insured
events ane recognized and the recoveries ane probable of realization. Slanificant management judgment is required to estimate
the amaounts of such contingent labilities and the related insurance recoveres. The Company analyzes ils Bligation exposure
based on available information, including consultation with cutside counsel handling the defense of ihese matters, to assess its
potential liability. Contingent liabilities are not discounted

Income Taxes: The Company's tax rate reflects its income, statulory 1ax rates and tax planning in the vanous jurisdictions in
which it operates. Significant judgmeent is required in determining the annual tax rate and in evaluating uncertain tax positions
and company ahility to realize deferred tax assats

The Company reports a liabiiity for unrecognized tax benefits resulling from uncenain tax positions taken of expected to be
taken in & tax return. The evalustion of a iax position is A iwo-step process, The first step involves recognifion The Company
determines whether il is more likely than not that a tax position will be sustained upon tax examination, including resalution of
any related appeals or litigation, based on only (he technical mernts of the position. The lechnical ments of a tax position derive
from both statutory and judicial authorily (legisiation and statutes, legislative intent, regulations, rulings, and case law) and thelr
applicability to the facts and circumslances of the tax position, If & t8x position does not meet the more likely than nol recognition
threshold. the benefit of that position is not recognized in the financial statemenis. The second step is measurement. A tax
position that maeats the mora ikely than not recognition threshold is measured to determine the amount of banafit 1o recognize in
the financial statements, The tax position s measured as the largest amount of benelit that is greater than S0 parcent likely of
being realized upon ulimate resolution with a taxing authorily,

Uncerdain tax positions are evaluaied based upon the facts and circumslances thal exst at each reporting period. Subseruent
changes in judgment based upen new information may lead to changes in recognition, derecogniticn, and measurement.
Adjustments may result, for example, upon resolubion of an ssus with the taxing authonibes, of sxpration of a statule of
limitations barring an assessment for an issve. The Company recognizes interest and penalties, if any. related 1o unrecognized
tax benelils in income tax expensea.

Tax law requires ilems be mcluded In the Company's tax refurns at different limes than the items are reflecled in the financial
statements. As a resull, the annual tax expense refiected in the consolidated atatements of income is different than that reported
in the tax relurns. Some of these diflerences are

54

162/216



EDINETOOOO
O00DOo00oOo00oo00oo00o0oO0Ooo(Eees921)
oOoOooodd

permanent, such as expenses that are not deductible in the returns, and some differences are lemporary and reverse over lime,
such as depreciation expanse. Temporary differences create deferrad tax assets and llabilites Deferred fax assets ganarally
represent items thal can be used 2s a tax deduction or credit in tax returns in fulure years for which benefit has already been
recorded in the financial slatements. Valuation allowances are established for defarred tax assets whan it is astimated that future
taxable income will be insufficiant to use a deduction or credit in that jurisdiction. Deferred tax liabilities generally represent fax
expense recegnized in the financial stalements for which payment has been delerred, or expense for which a deduction has
been taken already in the tax return but the expense has not yel been recognized in the financial slatements

Derivative Instruments: All derivatives, whether designated in hedging relationships or not, are recorded on he balance sheet
at fair value. If the denvative is designated as a fairr value hedge. the changes in the fair value of Ihe denvative and of the
hedged ilem aliributable to the hedged risk are recognized In earnings. if the derivalive is designated as a cash flow hedge, the
effective partions of changes in the fair value of the dernvative are recorded in ofher comprahensive income and ane recognized
in the Income statement when the hedged item affects eamings. Changes In the fair value altributable to the Ineffective portion
of cash llow hedges are recognized in eamings.

Concentrations of Credit Risk: Financial instruments which patentially subject the Company to concenirations of credit risk
consist pnmarnly of cash and cash equivalents, commissions and fees recenable and insurance recoverables. The Company
maintains a pohicy providing for the diversification of cash and cash equivalent investments and places its investments in a large
number of high quality financial instilutions to limit the amount of credit risk exposure, Concentrations of credit risk with respect
to receivables are generally mited 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: Effectve January 1, 2009, the Company adopted the gudance for the calculation of eamings per share
("EFPS") for share-based payment awards with rights to dividends or dividend equivalents, The guldance indicates that unvested
share-basad payment awards that contain nonforfeitable rights 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. The
adeption of this new guidance did not have an impact on tha figcal vear 2008 for EPS from continuing operations, discontinued
operations and nel ncome because the treasury stock method was more dilutive

Basic nel income per share attributable to the Company and income from continuing operations per share are calculated by
diwding Ihe respeclive after-tax income afinbutable fo common shares by the weighled average number of outstanding shares of
the Company's common stock.

Diluted net income attnibutable to the Company per share and income from conlinumg operations per shaie are calculated by
dividing the respective alter-tax income afiributable to commeon shares by the weighted average number of outstanding shares of
the Company's commaon stock, which have been adjusted for (he dilutive effect of potentially isseable common shares (excluding
those that are considered participating securities), The diluted earmings per share calculation reflects the more dilutive effect of
either (a) the twe-class method that assumes that the participating securities have not been exercised or [b) the treasury stock
method Reconaliation of the applicable income components used for diluted samings per share and basic weighted average
common shares outstanding to diluted weighted average common shares outstanding is presented below, The following
infarmation represents the GCompany's current presentation:

Basic EPS Calcufation

Cordunang Dipareins

(T eicns) 2010 2000 2008
|neome from continuing operabions §565 5531 5381
Less.  Mon-controlling interests 16 14 11
Income from continuing operations attribulable o the Company 549 517 370
Less.  Porion altributable to paricipating aecurilies B 12 ]

__Ineame atiributable to common shares § 543 5508 5361
Basic waighled avarsge comman shares outstanding 540 32 514
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Basic EPS Calculation

Me! Incorme
{Iny smlhoris) 2010 2009 2008
Mel income {loss) aliributable to the Company § 855 s 227 £ (73)
Less: Portion atiributable to parficipating securities " 4 16
Nel income {loss) altributable to common shares 5 B44 5223 5 (BT
Basic weighted average common shares outstanding 540 S22 514
Diluted EPS Calculation
Continwing Operations
In millions, ex r share 8 2010 2009 2008
Inceme from continuing operations § B85 3 N 3 38
Laze:  Non-controlling inlarests 16 14 11
Income from continuing operations attibutable to the Company 549 517 370
Less: Portion atiributable ta parlicipaling securities 6 12 ]
neame altributable to commen shares 5 543 § 505 § 351
Basic weighted average common shares outstanding 540 L) 514
Dilutive effect of patentially issuable commaon shares 4 2 1
Diluted weighted average commaon shares outstanding 544 S2d 815
Average stock price used io cakculate commen stock equivalents £23.T8 £21.44 2724
Diluted EPS Calculation
Net income
(in mitons, exceplt per shara figures) 2010 20089 2008
MNet income (loss) atiributable to the Company & B55 5 227 £ (73
Less:  Porlion atiributable to parlicipaling securities 11 4 _
Nel income {loss) atiributable to commen shares $ Ba4 5 223 5 73
Basic weighted average common shares outstanding 540 522 514
Dilutive affect of potentially ssuable commaon shares 4 2 —
Diluted wasghted average common shares outstanding 544 524 514
Average stock price used o calculate common stock equivalents 52376 52144 52724

(1) Forthe twelve months ended December 31, 2008, eamings per share was more dilutive under the treasury stock method.
Therefora, no amounts are allocated to participating securities for that penod.

There ware 43.4 million, <54 million and S0.7 million slock options outstanding as of December 31, 2010, 20029 and 20048,
respectively, There were 1 million common stock equivalents in 2008 that would have increased diluled weighled average
common shares outstanding; however, they have not been included in the calculation since the Company reported a net loss,

Estimates: The preparation of financial statements in conformity with accounting principles generally accepted in the United
States requires management to make estimates and assumptions that affect the reported amounis of assets and liabiliies and
disclosure of assels and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses
during the reporing period. Actual results may vary from those estmates.

New Accounting Pronouncements: Effective January 1, 2009, the Company adopted the new guidance issued by the FASB
for Business Combinations. The guidance requires enlities in a business combination 1o recognize all (and only) the assels
acquired and liabilties assumed in the transaction; establishes the acquisition-date fair value as the measurement objective for
all azsels acquired and liabilittes assumed; and requires the acquirer lo disclose all information needed by Investors and other
users to evaluate and understand the nature and financial effect of the business combination. The
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Company made several acguisitions in 2010 and 2009 that were accounted for under the new Business Combination guidance,
which are discussed (n more detall in Note 4

In December 2010, the FASE issued amendmeants to the guidance for pro-forma disclosures arising from business combinations,
The amendmenls specify that f & public enfity presents comparative financial statements, lhe entity should disclose revenue and
eamings of the combined entity as though the business combination that occurred dunng the current year had occurred as of the
beginning of the comparable prior annual reporiing perod only. The amendmenls alzo expand the supplemenial pro-forma
disclosures 1o include a description of the nature and amaount of matarnial, nonrecurrting pro-forma adjustments directly

attributabie fo the business combinabon included in the reported pro-forma revenue and earnings. The amendments are

effective prospectively for business combinations: for which the acquisition date is on ar after the beginning of the first annual
reparting period beginning on or after December 15, 2010, Early adogplion is permitled. The Company does nol expect the new
guidance 1o have a material impact on the Company's fulure disclosures.

On Apell 1, 2009, the FASE issuad guidance far “Accounling for Assels Acouired and Liabilittes Assumed in a Business
Combination That Anse frem Conlingencies™ to address application issues raised by preparers, auditors and attorneys. The
guidance requires recognition of contingent assets or liabilities (arising from a business combination confingency) at fair value, al
the acquisition date if the acquisition-date fair value of the assat or liability can be determined during the measurement penod; or
If the following criteria ans met:

(a8) Informaticn available before the end of ihe measurement period indicales that it is probable that an assel existed or
Ihat a lizbility had been incurred at the acquisition date and

{b} The amount of the asaet or liabilily can be reasonably estimated.

Otherwise, the acquirer should nof recegnize an assel or liability as of the acquisition date. The guidance is effective for
business combinations cccurring on or after January 1, 2009, This new guidance did not have a material impact on the
Company’s linancial condilian or reparted results

In the second quarter of 2009, the Company adopted the guidance lssued by the FASE for Recognition and Presentation of
Qfher-Than-Temporary Impairments. It amends GAAP guidanca including SEC SAB Topic 5M and other authorilative literature
that allow Ihe holders of debl securities not to recognize other-than-temporary impairments based on their intent and abiity to
hold a security until recovery in fair value fo i amortized cost The other-than-lamperary impairmeant modal applies anly o dabt
securities and not equity securities, The new requirements are (2) whather an enlity has the intent to sall the debt security of

(b) whethar an enfity will more [kely than nol be required 1o sl (he debt security before its anticipated recovery, The guidance
requires recognition of a credit koss (the difference between the present value of cash fiows expected 1o be coflected and the
amoitized cosl basiz) through eamings. The guidance is effective for interim and annual pencds ending after June 15, 2009 Tha
adoptian of this guidance did nat have a material impact on the Company's financial condition or reponted results

Effective January 1, 2009, the Company adopted the guidance for calculating EPS using the two-class method with retroactive
application to pror pereds. The mmpact of adopting the guidance is discussed in Note 1 o the consalidated financial statemenis

In December 2008, the FASE Issued new guidance related to the Consolidation of Variable Interest Entities ("VIE™) The new
guidance focuses on “controliing fimancial interests” and requires companies o perform qualitative analysis to determine whether
they must consolidale a VIE by assessing whether the variable interesls give them controlling financial interests in the VIE. This
guidance s affective for transfars occurting on or after November 15, 2008, Provisions must ba appliad in annual reparting
periods beginning after Movember 15, 2000 and interim pericds within that annual peried, The adeplien of the guidance did nol
have 5 material impact on the Company's financial statemants

Also, effective January 1, 2010, the Company adopted new guidance that indefinilsly defers the above changes relating to the
Company’s imerests in enlities that have all the attributes of an investment company or for which it is industry practice 1o apply
measurement principles for financial reporting thal
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are consistent with these applied by an invesiment company. Mercer manages approximately $12 billion of assels in trusls or
funds for which Mercer's management or trustee fee is consideraed a variable interest. Mercer has no net investment in any of
these funds, and its maximum exposure to loss is imited to collection of itz fees. As a result, the above guidance did not apply o
certain invasiment management trusts managed by Mercer.

In January 2010, the FASE issued new guidance that adds additional disclosuras about transfers inte and out of Levels 1 and 2
items and separate disclosures aboul purchases, sales, issuances, and settlements related to Level 3 measuremenis. It also
clarifies existing fair value disclosures about the level of diseggregation and about inputs and valuation techniques used to
measure fair value. Furiher, the new guidance amends the reguiremenis on employer's disclosures about postretirement benefit
plan assets to require disclosures be provided by classes of assels instead of by major categories of assels. This guidance is
effective for the first reporling period beginning after December 31, 2009, except for the requirement to provide the Level 3
activity of purchases, sales, issuances, and setlements on a gross basis, which will be effective for fiscal years beginning after
December 15, 2010. The adoption of the guidance did not have a material impact on the Company's consalidated financial
statemenis.

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

On April 28, 2010, the FASE issued guidance which establishes a revenue recognition model for contingent consideration that is
payable upon the achievement of an uncertain future event, referred to as a milestone. The scope of this guidance is limited to
research or development arrangements and requires an entity to record the milesione payment in its entirety in the period
received if tne milestone maels all the necessary criteria to be considered substantive. Howeaver, entities would not be preciuded
fram making an accounting policy election to apply another appropriate accounting policy that results in the deferral of some
portion af the arangemant consideration. This is effective for fiscal years (and interim periods within those fiscal yaars)
beginning on or after June 15, 2010, Early application is permitted. Entities can apply this guidance prospectively o milestones
achieved after adoption. However, retrospective application to all prior periods is also pammitted. The Company ig evaluating the
impact of adopling this new guidance.

In May 2010, the FASE issued guidance for foreign currency issues and Vienazuala's highly inflationary status. The guidance
states that Venezuela's economy should be considered highly inflationary as of January 1, 2010 and therefore a U.S. dallar
reporting enfity must remeasure the financial statements of its Venazuelan subsidiaries as if the subsidiaries’ funclional repaorting
currency were the enlity's reporting currency (e, the U.S. dollar). Any differences between the U.5. dollar denominated
balances recorded by the Venezuelan subsidiaries and the amounts reparted in the enlity's consolidated financial stalemants
must be recagnized in eamings or as part of its cumulative translation adjusiment. The adoption of the guidance did not have a
material impact on the Company's financial statements

In Decamber 2010, the FASE issued guidance to clarify whan to perform Step 2 of the goodwill impairment test for reparting
units with zerc or negative carrying amounts. This guidance s not currently applicable to the Company, since all reporting units
have positive carnying amounts.

Reclassifications: Certain rectassificalions have been made o prior year amounts to conform with current vear presentation, in
particular with regard to separate disclosure of income faxes receivable on the consolidated balance sheets.
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2. Supplemental Disclosures
The following schadule provides addiional information concerming acquisilions, interest and income laxes paid:

{In mitions of doliars) 2010 2009 2008
Assels acquired, excluding cash £ 887 £ 420 § 240
Liabilities assumed (176) f24) (7B}
Shares izsued (7.6 million and 10.7 million shares in 2010 and 2009, respectively) (183) (229) —_
Contingent'deferred purchase consideration (81) {100 {45)
Wet cash outfiow for current year acquisitions 427 67 126
Purchase of other intangibles 3 — —
Contingent payments from prior year acquisitions 2 B _—
Deflerred purchase consideralion from prior year acquigitions &0 _— —_—
Nel cash oullicw for acquisitions $ 492 $ T3 3 126

{in mithions of dolars) 2010 2009 2008
Inerest paid § 232 § 230 5 216
Income taxes paid 5 38 § 219 5 200

The Company had non-cash issuances of comman stock under its share-based payment plan of $182 million, 5123 million and
5103 million at Decamber 31, 2010, 2009 and 2008, respectively. The Company recorded siock based compensation expensa
related to equity awards of $174 millien, $193 million, and 578 million for Ihe years ended December 31, 2010, 2008 and 2008,
respactively

The consolidated cash fiow statements include the cash flow impact of discontinued operations in each cash fiow category. The
cash flow impact of discontinued operations from Ihe operating, financing and investing cash flow categories is as follows

For the Years Ended December 31,

{in mittions of doflars) 2010 2009 2008
Net cash (used for) provided by operations 5 (B6) § 50 3 &0
Nel cash uged for investing activities $(14) F (42) 54N
Effect of exchange rate changes on cash and cash equivalents s (2) $ 5 5 (B

The information above excludes the cash flow impacts of actual disposal transactions related to discontinued operations
becausa the Company believes these transactions to be cash flows attributable to the parent company, arsing from is decision
to dispose of the discontinued operation. The Company's cash flow reflects the cash provided by investing activibes in 2010 of
%1.13 billion from the disposal of Kroll and $110 million for the disposition of KLS, $75 million primarily from the disposal of Kol
Government Services ("KGS") in 2009 and 558 million from the disposal of Mediservice and Kroll Crucible in 2008.

An analysis of the allowance for doubtiul accounts is as foliows

For the Years Ended December 31,

{in milkions of dollars) 2010 2009 2008
Balance at beginning of year $107 § 83 $109
Provision charged to operations 20 23 b |
Accounts written-off, net of recoveries {28) (14} (12}
Effect of exchange rate changes and other 13 5 {13)
Balance at end of year $114 §107 5 93
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3. Other Comprehensive Income (Loss)
The components of olher comprehansive income (loss) are as lollows:

Far the Years Ended December 31,

{ln_miltions of dollars) 2010 2000 2008
Foreign currency translation adjustments (net of income tax {credit) expense of 3(7),
554 and $(14) in 2010, 2009 and 2008, respectivaly} s (27 $ 346 & (770
Unrealized investment holding (losses) gains, net of income tax credit (expense) of
§2, 52 and $(4) in 2010, 2009 and 2008, respectively {7) {11 12

Less: Reclassification adjustment for realized (gains) included in net income,
net of income tax expense of $3, $1 and $1

in 2010, 2009 and 2008, respectively {5) (1 {1}
Losses related lo pension/retires plans (ned of income 1ax cradit of 356, 3172
and $562 in 2010, 2009 and 2008, respeclively) (90) 417} {988}
Other comprehensive loss {129) (73) {1.747)
Net income {loss) before non-controlling interests 871 241 {82}
Comprehensive income (loss) before non-controlling interests $ T42 $ 168 3(1.809)
Less: Comprehansive income atiributable to non-controlling inlerests (18} {14) {11}
Comprehangive income (loss) attributable to the Company § 726 $ 154 5 {1,820)

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

December 31,

{In millions of dollars) s 2010 2009
Fareign currency lranslation adjustments (nel of deferred tax of $10 and $17 in 2010 and 2009,
respectively} ] 62 $ ;]
Nel unrealized investment gains (nel of deferred tax of $5 and $10 in 2010 and 2009,
respactively} 11 23
Nel charges related 1o pension / retiree plans (net of deferred tax (credit) of $(1,173) and
S(1,117) in 2010 and 2008, respectively] (2,373) (2,283)

£ (2,300} 5{2.171)

4. Acquisitions

The Company made six acquisitions in iz Risk and Insurance Services segmenl and two acquisitions in its Consulling segment
im 2010,

In the first guarter of 2010, Marsh acquired Haake Companies, Inc., an independent insurance broking firm in the Midwest, and
Thomas Rutherfoord, Inc,, an insurance broking firm in the Southeast and mid-Atlantic regions in the U5, in the second quarter
of 2010, Marsh compleled the acquisition of HSBC Insurance Brokers Ltd. ("HIBL"). This transaction deepens Marsh's presence
in the U K., Hong Kong, Singapore, China and the Middle East. As part of the acquisition agreement, Marsh alzo entered into a
strategic partnership with HSEC Bank that gives the Company preferred access lo provide insurance broking and risk
management sarvices to HSBC and their corparate and privale clients, Also in the second quarter. Marsh & McLennan Agency
acquired the Bostonian Group, a regional insurance brokerage in New England. In the fourth quarter of 2010 Marsh acquired
Strategic Benefits Solutions, Inc., a benefils brokerage and consulting firm lccated in the Southeast region of the LS., and Tricn
Group, Inc,, a provider of brokerage and administrative services. Each of these acquisitions, except HIBL, wene made o expand
Marsh's share in the middie-market through Marsh & Mclennan Agency.

In July 2010, Mercer acquired IPA, a provider of health and benafit recordkeeping and employee enrollment technology. In
August 2010, Mercer acquired ORC Worldwide, a premier provider of HR knowledge, data and solufions for professionals in
nNUMerous industries,

Total purchase consideration for the eight acquisitions made during 2010 was 5754 million which consisled of cash paid of $490
million, the issuance of 7.6 milion shares with a fair value of 3183
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million and estimated contingent consideration of $81 million, Conlingent consideration arrangements are primarily based on
EBITDA and revenue targets over two (o four years. The fair values of the contingent consideration were based on eamings
projections of the acquired enlities and are categorized as Level 3 in the fair value hierarchy. Estimated fair values of assals
acquired and liabilities assumed are subject to adjustment when purchase accounting is finalized.

In 2010, the Company also paid 360 million of defered purchase consideration, 33 million for the purchase of other intangible
assets and 52 million of contingent purchase consideration related to acquisitions made in prior years,

During 2004, the Company made six acquisitions in its Risk and Insurance Services segment.
In Apnl 2008, Guy Carpenter completed the acquisition of Jahn B. Colling Associates, Inc., previously the fifth-largest
reinsurance intermediary in the U.5, and seventh-largest in the world. The acquisition of Collins further strengthens Guy

Carpenter's capabilities in medical professional liability, agnculture, Florida proparty, Program and regional specialty lines of
business.

In July 2008, Marsh acquired RJ Neville and Associales, a boutique insurance and sk management firm based in Brisbane.
The acquisition, which is part of a broader growth strategy, will build the firm's book of business in the Brisbane area

In September 2008, Marsh completed the acquisition of International Advisory Services Lid. {(1AS), an independent manager of
captive and third-party insurance companies in Bermuda. The acquisition strengthens Marsh's position as a global leader in
managing captive insurance companies and its rank as Bermuda's largest caplive management crganization.

In October 2009, Guy Carpenter acquired Ratiner Mackenzie Limited, a reinsurance broker based in London. The acquisttion
was made in line with Guy Carpenter's strategic growih approach whereby organic expansion is augmented by acquisitions.

In November 2008, Marsh acquired Insurance Alliance, an indepandent insurance agency in Texas. In December 2008, Marzh
acquired The NIA Group, LLC, an independent insurance agency in the Northeast. These transactions marked the beginning of
planned sirategic acquisitions as Marsh & McLennan Agency builds a national business to serve the needs of small to mid-sized
companies across the United States.

Tota! purchase consideration for the 2009 acquisitions was 3414 million which consisted of cash paid of 585 million, the
issuance of 10.7 million shares amounting to $220 million and future payouts of 5100 million.

Irs the first quarter of 2009, the Company acquined the remaining minonty interest of a previcusly majodity owned entity for total
purchase consideration of 347 milkon, The Company accounted for this acquisition under fhe guidance for consolidations and
non-controlling interests that became effective in 2009, This guidance requires thal changes in a parent's ownership interest
while retaining financial controlling interest in a subsidiary be accounted for as an equity fransacton. Stepping up the acquired
assets bo fair value or the recording of goodwill i not permitted. Therefore, the Company recorded a decrease (o additional
paid-in capital in 2008 of 338 milion related to this transaction.
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The lollowing table presents the preliminary allocation of the acquisition costs for the companies acquired by the Company
during 2010 fo the assets acquired and habilties assumed, based on their fair values

{In millions of dollars)
Cash 5490
Company common shares 183
Contingenl consideration 81
Total Consideration 5 754
Allocation of purchase price:
Cash and cash equivalents 83
Accounts receivable, net 106
Other current assets 2
Property, plant, and equipment 10
Other assets 34
Intangible assets 213
Goodwill 500
Total assets acquined 930
Current iabilities 110
__ Other liabilties 66
Total lisbiities assumed 176
Wet assets scquired 5754

In the first quarter of 2010, the Company pald deferred purchase consideration of $15 million related to the purchase in 2008 of
the minority interest of a previcusly contralled enlity, discussed above.

Pending Acquisitions
In January 2011, Marsh announced that it had acquired RJF Agencies, a provider of property and casually insurance and
employes benefits to middie markeat companies in the Mdwest region. Also in January 2011, Mercer announced that it had

compleled the acquisition of Hammond Associates, the third largest investment consulting company for endowments and
foundatens in the LS.

Pro-Forma Information

The lolicwing unaudited pro-forma financial data gives effect o the acquisitions made by the Company during 2009, 2010 and
2011, as if they occurred on January 1, 2008, The pro-forma infarmation adjusts for the effects of amartization of acquired
intangibles, The pro-forma information also refllects the classification of Kroll's operaling results in discontinued operations for all
pencds presented. The unaudited pro-farma financial data is presented for illustrative purposes only and is nol necassarily
indicative of the operating resulls that would have been achieved if such acquisitions had cccumed on the dates indicated, nor is
it necassanly indicative of future consalidated results.

Year Ended
Decamber 31,

(In millians, excepl per share dala) 2010 2008
Ravanuea  10,TEE L 10,435
Income from continuing operations s 578 j 572
Mel income afiributable o the Company §  BES j 268
Basic net income per share:

—Caontinuing cperations £ 103 § 1.02

—Mel income atiribulable to the Company $ 1.58 £ 049
Diluted net income per share:

—Continuing cperations $  1.02 5 101

—Mel income attribulable to the Company £ 157 3 0.459
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&, Discentinued Operations

On August 3, 2010, the Coimpany compléled the sale of Koll 1o Alegrity for cash proceads of $1.13 bilion. Kroll's assetls and
[iabilities are reported in discontinued operations at December 31, 2008, The pre-tax gain of 325 million, the tax benefit related to
the disposal, Kroll's resulis through August 3, 2010, and Kroll's operating results in 2008 and 2008 are included in dacontinued
operations in the accompanying consolidated statements of income.

The Company's lax basis in its investment in the stock of Kroll exceedead the recorded amount pomartly as a resull of prior
impairments of goodwill recegnized for financial reponing, but not for tax. Prior to the second quarter of 2010, a tax benefit had
mot been recarded for this temporary difference because il was not apparent in the foresesahble future Ihat 1 would reverse in a
transaction that would result in a tax benefit, Since Kroll mat the criteria for classification as a discontinued operation In the
second quarter of 2010, the Company determined [hat it had the ability fo cary back the capital loss realized against prior
realized capital gains. Therefore, a $277 million tax benefit was recorded in discontinued operations in 2010. The sale of Kroll
resulted in the current realization of a portion of this tax benefit. The banefit has bean recoverad in parl throwgh offset of capital
galns arising In 2010, and the remainder of the loss lo be carmied back has been established as a curment lax recevable, which is
expected 1o be recoverad in he second quarter of 2011

In the first quarter of 2010, Kroll completed the sabe of KLS. The after-tax loes on this disposal is included in discontinued
opearations in 2010, The operating results of KLS are included in dscontinued operations,

Discontinued operations in 2010 and 2008 includes the accretlon of interest related to an Indemnity for unceriain tax positions
provided as part of the purchase by Graal-Wesl Lifeco Ing. of Pulnam Invesiments Trust fram the Company in August 2007
Discontinued operations in 2010 also include 316 million for insurance recoveries related to Putnam market-taming.

In the second guarter of 2009 Kroll completed the sale of Kroll Government Services ("KGS™). The operaling results of KGS are
included in discentinued operations in 2008 and 2008

In 2008, discontinued operalions alsa includes Pulnam, Mediservice and Kroll Crucible which are discussed in more detail
below,

With regard to Putnam, disconlinuad operations in 2008 includes (1) the iImpact of immaterial corrections and other adjustments
to the fourth quarter of 2007 tax provision reélated to the transacton, (2) adjustments to the tax provision to reflect differences
between tax returns filed in 2008 and the initial estimated provisions, and (3] inlerest on liabilities for certain tax-relaled
indemnities provided as par of the transaction, In the first quartar of 2008, Marsh complated the sale of Madisarvice, a claims
administralion oparaton in Brazl. The gain on this disposal, net of lax, & included in discontinued operalions in 2008, In the third
quartes of 2008, Krall completed the sale of Kroll Crucble ("Crucibie™), a division of its government services operation. The loss
on this disposal. net of tax, is included in disconfinued operatiens in 2008,

As part of the disposal of Pulnam, the Company provided indemnities to GWL with respect o certain Putnam-related litigation
and regulatory matters described in Nole 16, and cenain indemnities related to contingent tax liabiliies (the "indemnified
matters™) The Company estimated the “falr value” of the indemnities based on a (i) probability weighted assessmant of possible
autcomes; or (it} in circumstances where the probability or amounts of patenlial cutcomes could not be determined, an anakysis
of similar bul not ientical circumstances prepared by a company-affiliated professional ecanomic valuation firm, The amounts
recognized are the greater of the estimated fair value of the indemnity or the amounlt required 1o be recorded per the guidelines
for accounling for contingencies or the accounting for income taxes (for iae-related maters) The mmaining l@bility related to
these indemnilies was approximalaly $195 million al December 31, 2010. This liability considers the potential seftiemant amount
as well as related defense costs, The matters for which indemnifies have been provided are inherently uncerain as o their
eveniual outcome. The process of estimating “fair value” enlails necessarly uncertain assumplions about such future cutcomes.
Consequenily, the ullimate resolution of the matters for which indemnities have been provided may weil vary significantly from
the calculated labdities.

63

171/216



EDINETOOOO

O00DOo00oOo00oo00oo00o0oO0Ooo(Eees921)

The indemnities described above do nol have a stated expiration date. The Company is released from risk under the indemnity
as the indemnified matters are seifled or otherwise resalved, Since the Company is not released from risk under the indemnities
simply basad on the passage of lime, fulure costs of settliements andior leqal fees related to the indemnified matters will be
charged against the liability 20 long as they are consistent with the estimated exposure contemplated for such matiers when the
liability was astablishad. The Company assesses the status of the indemnified matters each reporting period to determing
whether o cease reduction of the lability, andior whether addiional accruals are appropriate for non-lax related matters or for
tax related matters. Any future charges or credits resulling from the setlement or resolution of the indemnified matters, or any
adjustments fo the iabiliies related to such matters will be recorded in discontinued operations.

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

Summanzed Stalemants of Income data for diescontinuad opearations is as follows:

For the Years Ended Deceamber 31,

{in milkions of doltars) 2010 2009 2008

Kroll Operations

Revenue $ I £ GO §$ BEBG

Expense * 345 958 1,281

Met aperating income 36 {259) (415)
Income tax 16 24 24
Income from Krall operations, net of lax 20 (283) (439)
Other discontinued operations, net of tax i7) = =
Incame (loss) from discontinued operations, net of tax 13 (283) {439}
Disposals of discantinued operalions = 58 8 28
Income tax (credil) expense * {235) 15 33
Disposals of discontinued operations, net of tax 293 {7} {4}
Discantinued operations, net of tax £ 306 £ (290) § (443)
Discontinued operations, net of tax per share

—Basic §0.55 5 (0.54) 5 (0.83)

—Diluted § 0.55 £ (0.54) § (0.84)

{a) Includes goodwill impaiment charge of 3215 milllon and 5534 million in 2009 and 2008, respectively.

(b} Includes gain on sale of Kroll and the gain on the sale of KLS in 2010 and a loss on the sale of Kroll Governmeant Services
in 2009,

(c) Includes the provision f{credit) for income taxes relating to the recognition of tax benefits recorded in connection with the
sale of Kroll as well as a tax provision of 336 million on the sale of KLS in 2010,

The assets and labilities of Kroll and KLS are classified as current assets, non-curren! assels and current liaballies of
discontinued operations in the Consolidated Balance Sheets at December 31, 20089, The assets of Kroll primarily consist of
goodwill, oiher identified intangible assets, commissions and fees receivable and fixed assels.

6. Goodwill and Other Intangibles

The Company s required to assess goodwill and any indefinite-lived intangible assets for impairment annually, or more
frequently if circumstances indicate impairmant may have occumed, The Company performs the annual impairment test for each
of its reporling units during the third guarter of each year. Fair values of the reporting units are estimated using either a market
approach or a discounted cash flow modeal. This fair value determination was categorized as Lavel 3 in the fair valuee hierarchy.
Carrying values for the reparting units are based on balances at the prior quarter end and include directly identified assets and
liabilities as well a5 an allocation of those assets and liabilities not recorded at the reporing unit level. The Company completed
its 2010 annual review in the third quarter of 2010 and concluded gocdwill was not impaired.
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The Company completed the sale of Kroll on August 3, 2010, Goodwill related te Kroll has been reflected as assets of
discontinued cperations at December 31, 2008,

As previously reported, in the second quarter of 2009, Kroll completed the sale of KGS, its LS. government security clearance
screening busimess As a result of the sale. the Company allocated goodwill between KGS (the portion of the reporting unit sald)
and Kroll (the portion of the reporing unit retained), based on the relative fair value of the two units. In addition, as required
under GAAP, the Company evaluated the portion of the reporting unit relained for potential impairment. Fair value was eslimated
using a market approach, based on management's latest projections and outlook for the businesses in the cument environment.
This fair value determinalion was categorized as Level 3 in the fair value hierarchy. On the basis of the step one impairment test,
the Company concluded that goodwill in the reporting unit was impaired. A step two impairment test which under ASC Topic

Mo, 350 {“Intangibles - Goodwill and Other") iz required to be completed afier an impairment is indicated in a step one test and
requires a complete re-valuation of all assets and liabilities of the reporting units in the same manner as a business combination.
The Company recorded a non-cash charge of $31% million 1o write down Kroll's goodwill to its estimated fair value in 2009, The
charge of $315 million iz included in discontinued operations, which also includes the operating results of Kroill.

In March 2008, the Company anncunced a management reorganization within the Risk Consulting & Technology segment,
whereby two separale unils were formed, each reporling directly 1o the Company’s Chiel Execulive Officer. These unils are:

(1)} Krall, which includes litigation support and data recovery, background screening, and risk mitigation and response; and

(i) Gorporate Advisory and Restruciuring, As & result of the management rearganization, the Company conducted an interim
gocdwill assessment for the new reporting units within the Risk Consulting & Technology segment in the first guarter of 2008.
Fair value was estimated using a market approach, based on management’s lalest projections and outlcok for the businesses in
the current environment al that ime. In particular, events impacting the mortgage markets negatively impacied Kroll Factual
Data, and the environment for Corporale Advisory and Restruciuring was difficult. On the basis of the step one impairment tesl,
the Company concluded that goodwill in the segment was impaired, and recorded a charge of 5425 million in the first quarter of
2008 to reflect the estimated amount of the impairment. Due 1o the timing of the trigger event and subsequent completion of the
step one test, the Company was unable to complate the required step two portion of the impairment assessmant prior o the
issuance of its first quarter 2008 financial statements. The Company recarded an additional impairmant charga of $115 million in
the second quarier of 2008, The Company included $504 million of the goodwill impairment charge recorded in 2008 in
discontinueed cperations.

Other intangible assets that are not deemed Lo have an indefinite life are amortized over their estimated lives and reviewed for
impairment upon the occurrence of cerfain triggering events in accordance with applicable accounting literature.

Changes in the carrying amaunt of goodwill are as follows:

{in mons of doflars) 2010 2009
Goodwill recorded: % 5,990 §7.385
Accumulated impaiment losses — {540
Balance as of January 1, as reported 5,990 G825
Goodwill acquired 502 250
Goodwill impairment related to discontinued operations — {315)
Reclassified to discontinued oparations — {Ba5)
Other adjustments” (72) 75
Balance as of December 31, 2010 £ 6.420 £5.9050

(@) Amounts in 2010 exclude goodwill and accumulated impairment losses related to Kroll, which were reclassified to
discontinued cperations.
(b} Primarily foreign exchange.
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The goodwill acquired of $502 million in 2010 represents 3488 million relaled fo the Risk and Insurance Services seamenl and
%34 million related to the Consulting segment.

Goodwill related to Kroll of approximately $800 million at December 31, 2008 is included in non-cument assets of discontinued
operations in the consolidated balance sheets.

Goodwill allocable to the Company's reportable segments is as follows: Risk and Insurance Services 54 4 billion and Consulting
$2.0 biltion,

Amortized intangible assets consist of the cost of client lists, cliant relationships and trade rames acquired. The gross cost and
accumulaled amortization is as follows:

2010 2009
December 31, Mt Met
{in mitions of Gross Accumulated Carrying Gross Accumulated Carrying
doilars) Cost Amortization Amount Cosl Amoriization Amount
Amortized
intangibles § 615 $ 212 $ 403 5 3495 5 166 5 228

Aggregate amortization expense for the years ended December 31, 2010, 2009 and 2008 was 550 million, $26 million and $36
million, respectively. and the estimated future aggregate amorization expense is as follows:

For the Years Ending December 31,

{in millions of dollars) Estimated Expanse
2011 & 49
2mz2 46
2013 42
2014 36
2015 33
Subsaquent years 187

5 403

7. Income Taxes

Income before income laxes shown below is based cn the geographic location to which such income is attributable. Although
income laxes relaled lo such income may be assessed in more than one jurisdiction, the income tax provision corresponds lo
the geographic location of the income.

Far the Years Ended December 31,
{in miltions of dollars) 2010 2009 2008
Ingeme before income taxes:
us § (296) §(438) S (439
Other 1,065 oa0 033
$ 769 % 552 3 484
Income taxes:
Current—
S Federal £ (30) 5 (308) 5 (98)
Other national governments 249 264 141
U5 state and local 2 18 26
180 (29 5]
Defemmad—
U5, Federal (28) 16 (24)
Other national govemments 50 a9 120
U5, state and local 2 (5 (52)
i 24 50 a4
Total ncome laxes § 204 5 N § 113
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The significant components of deferred income tax assets and liabilities and their balance sheet classifications ane as follows:

December 31,

(in mitions of dollars) 2010 2004
Deferred tax assets:

Accruad expanses not currently deductible § 524 $ 530
Dhfferences related to non-U.5. operations = 310 316
Accrued retirement & postretirement benefits—non-U_S. operations 45 80
Accrued retirement benefits ULS. 344 358
Met operating losses = 190 115
Income currently recognized for tax 57 87
Foreign tax credit camyforwards 129 60
Othear 181 164

§ 1,780 $ 1,681

Deferred tax liabilities:

Unrealized investment holding gains § 6 5 12
Differences related to non-U.5. operations 174 174
Depreciation and amordization 203 153
Other 15 20

$ 398 5 359

(@) Netof valuation allowances of 53 million and 52 million in 2010 and 2009, respeciively.
b)) Met of valustion allowances of 347 million and $52 million in 2010 and 2009, respectively,

December 31,
{in mithions of doltars) 2010 2009
Balance sheet classifications:
Current assets § 17 5 o4
Oither assels $ 1,205 1234

LS. Federal income taxes are not provided on lemporary differences with respect to investments in foreign subsidiaries that are
assenfially parmanant in duration, which at December 31, 2010 amountad to approximately $3.6 billion. The determination of the
unrecognized deferred tax lability with respect lo thesa investrments 15 nol practicable,

A reconciliation from the U.S. Federal statufory income tax rate lo the Company’s effective income tax rale is shown below.

For the Years Ended Decamber 31, 010 2008 2008
% % %

U.5. Federal statutory rate 35.0 350 350
U.S. state and local incoma taxes—nat of U5, Faderal incomea tax banalil 1.9 1.3 {4.9)
Differences related to non-U.5, eperations (9.5) (158  (10.%)
Change in Unrecognized Tax Bensfits (0.2) (16.8) —_
Orther {0.7} 0.2 3.1
Effective tax rate 26.5 38 229

The Company's consolidated tax rate in 2010 was 26.5%. The tax rale reflecis foreign operalions taxed al rates lower than the
U.5. statutory lax rate.

The Company’s consalidated effective tax rate in 2009 was 3.8%. The lax rate reflects reductions relating to a decreasa in the

[rability for unrecognized tax benefits and foreign operations taxed al rates lower than the U5, statutory tax rate. The decrease
in the liability for unrecognized tax benefits resulted from expinng statules of imitations, audit setflemenls, and changes in
esfimates.

The Company’s consolidated effective tax rate in 2008 was 22.9%. The lax rate refllects foreign operations taxed af rates lower
than the U.S._ rate. It also reflects a federal benefit on deferred stale taxes, largely offset by other deferred tax adjustments.

&7
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Valuation allowanses had & net increase of $4 million in 2010 and $26 milfion In 2008, During the: respective years, adjustments
of the beginning of the year balances of valuation allowances decreasad income tax expense by §1 million in 2010 and
increased income lax expanse by 39 million in 2009 None of the cumulative valuation allowances relate 1o amounts which i
reafized would increase contributed capital in the fulure. Approximately 1% of the Company’s net operating less carmyforwards
expire from 2011 through 2030, and athers are unbmited. The potential tax benefit from net operating loss carryforwards at lhe
end of 2010 comprisad U5 federal, state and local, and non-LS. tax benefits of $55 million, $85 milion and $&87 million,
respectively, before reduction for valuation allowances. Foreign lax credit carmyforwards expire in 2018 and 2020

The realization of deferred tax assets is dependant on the generation of future taxable income during the penods in which the
tax benefits are deductible or creditable. The Company and Marsh have been profitable globally. However, tax liabilities are
determined and assessed on a legal antity and jursdiclonal basis. Certain taxing jurisdiclions allow or require combaned or
consofidated tax filings.

I the United States, cartain geoups within the Company, which file on 8 combined basis, and cerlain entities within Marsh's
operations, which file on a separate anlity basis, incurred losses for the last two years as well as the current year, The Company
assessed the realizabillty of s domestic deferred tax assets, paricularly slale deferred tax assets of Marsh relating to
Junsdictions in which it lles separate tax retums, siate deferred 1ax assets of all of the Company's domeslic cperations related to
jurisdictions in which the Company files a unitary or combined state tax retum, and foreign tax credit carmyforwards in the
Company’s consolidatad LS. fedaral tax return. Whan making its assessmant about the realization of it domeshc defamad tax
assals at Decamber 31, 2010, the Company considered all available evidence, placing parlicular weight on evidence that could
ke ahjectivaly venfied, The evidence considerad included (i) the nature, frequency. and severity of current and cumulative
financial reporting losses, (i) actions completed that are designed to reduce capacity and adjust to lower demand in the current
aconomic environment. (i) profit trends evidenced by recent improvemeants in the Company's and Marsh’s oparaling
performance, (iv) the nonrecurring nature of some of the items that contributed to the cumulative losses, (v} the carryforward
perods for the NOLs and forergn lax credit camyforwards. (vi) the sources and timing of fulure taxable mcome. giing weight to
sources according to the extent to which they can be objectively verified, and (vii) tax planning strategies that would be
implemented_ if necessary, o accelerate ulilization of NOLs Based on iis assessmenl, the Company concluded that il ls mone
[ikely than nal that a substantial partion of these deferred tax assets are realizable and a valuation allowance was recorded to
reduce the domestic tax assets (o the amount that the Company believes is more likely than not to be realized, In the avent
sufficient taxable income s not generated in future periods, additional valuation allowances of up to 5250 milion could ba
requined retating to these domestic defermed tax assets. The realizalion of the remaining U.S. Tfederal defered tax assets is nol
as sensitive to U.S. profits bacauss it is supported by anticipated repatriation of future earnings frem the Company's profitable
plabal operations. In addition, when making ils assessment about the realization of its domestic defered tax assets al
December 31, 2010, the Company continued to assess the realizability of deferred tax assels of cerdain other enfities with a
history of recent losses, including other LS. enfities that file separale stale lax retums and foreign subsidianes, and recorded
valuation allowances as appiopriale.

Fatlowing is a reconciliation of the Company’s total gross unrecognized tax benefils for the years ended December 31. 2010,
2009 and 2008

{in milhons of dollars) 2010 2008 2008
Balance at January 1 $ 208 § 293 535
Additions, based on tax positions related 1o current year T B ]
Additions far tax positions of prior yaars 10 28 2z
Reductions for lax positions of pricr years (B) 4) (26)
Reductions dus o reciassification of tax indemnifications on sale of Kol (3) — —
Settlements (4) (4} (47}
Lapses in stalules of Bmitation (11} {115} {3}
Balance at December 31 $ 199 $ 206 5283
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Of the tolal unrecognized tax benefits al December 31, 2010 and 2009, $123 million and $128 million, respectively, reprasent
the amaount that, if recognized. would favorably affect the effective tax rale in any fulure periods. The total gross amount of
accrued interest and penallies at December 31, 2010 and 2002, before any applicable federal banefit, was $35 million and 532
million, respactively.

As discussed in Note 5, the Company has provided certain indemnities related to contingent tax labilities as part of the disposals
of Putnam and Kroll. Al December 31, 2070, December 31, 2008, and Decamber 31, 2008, 575 milion, $80 million and 585
million, respectively, included in the charl above, relates to Putnam and Kroll positions included in consolidated Company tax
returns. Since the Company remains primarily lable to the taxing authorities for resclubion of uncertain tax positions related o
consolidated returns, these balances will remain as part of the Company's consolidated liability for uncertain tax positions. Any
future charges or credils that are directly related to the disposal of Putnam and Kroll and the indemnified contingent tax issues,
including interest accrued, will be recorded in discontinued operations as incumed, The balance of gross unrecognized tax
benefits at January 1, 2010 in the chart above includes balances related to stand alone tax lings of Kroll that were reclassified
and are included as part of the fair value liability for contingent tax indemnities follewing the sale transaction.

The Company is routingly examined by the jurisdictions in which il has significant operations. The Intermnal Revenue Senvice
completed its examination of 2003 through 2005 during the fourth quarter of 2008 and is curmently examining 2006 through 2008,
New York State has examinations undenway for various enlities covering the years 2003 through 2008, California completed its
examination of years 2003 through 2005 and years 1999 through 2005 are in various stages of appeal. Massachusetits is
examining years 2008 through 2007 for various entities. The United Kingdom is examining tax years 2008 through 2009 for
varous subsidiaries. Examinations are undenway in Canada (2005 o 2008) and Germany (2004 to 2008). Earier years are
closed in all of the foregoing jurisdictions. The Company regularly considers the likelihood of assessments in each of the taxing
junisdictions resulting from examinations. The Company has established appropriate liabilities for uncertain tax positions in
retation to the potential assesaments. The Company believes (he resolution of tax maliers will not have a material effect on the
consolidated financial condition of the Company, although a resolution could have a material impact on the Company’s net
income or cash flows and on its effective tax rate in a particular future period. It s reasonably pessible that the total amount of
unrecognized tax benefits will decrease between zero and approximately S90 million within the next twelve months due (o
settlement of audits and expiration of statutes of limitation.

8. Retirement Benefils

The Company maintains qualified and non-qualified defined benefit pension and defined contribulion plans for its eligible L5,
employeas and a variety of defined benefil and defined contribution plans for efigible non-U.5. employees. The Company's
policy for funding its tax-qualified defined benefit pension plans is o contrbute amounts at least sufficient o meet the funding
requirements set forth in U5, and applicable foreign laws.

Combined U5, and ron-LIL.S. Plans

The weighted average actuarial assumptions utilized for the U.5S. and significant non-U.5. defined benefit plans as of the end of
the year are as follows:

Paostretirement
Panzion Benafits Benefits

2010 2008 2010 2008
Weighted average assumplions;
Discounl rate {for expense) 6.0% B 4% 6.3% B.7%
Expected return on plan assats B.2% 8.1% — —
Rate of compensation increase (for expense) 4.2% 37% —_ —
Dizcount rate (for benefit abligation) 5.6% 6.0% 5.8% 8.3%
Rate of compensation increase (for benefit obligation) 4.1% 4.2% — —

]
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The Company uses actuaries from Mercer, a subsidiary of the Company, to perform valuaticns of ils pension plans. The
lang-term rate of return assumption is selected for each plan based on the facts and circumstances that exist as of tha
measurement date, and the specific porffolio mix of each plan's assets. The Company ulilizes a model developed by the Mercer
acluanes to assist in the setting of this assumplion. The model takes info account several factors, including: actual and target
portfolio allacation; investment. administrative and trading expenses incurred directly by the plan trust; historical portfolio
performance; relevani forward-leoking economic analysis, and expected relums, variances and comelations for different asset
classes. These measuras are Used to determine probabiliies using standard statistical technigues to caloulate a range of
expecied returns on the portfolic, The Company generally does not adjust the rate of return assumption from year to year if, at
the measurement date, i is within the best estimate range, defined as betwean the 25 and 75 percentile of the expected
long-term annual refurns in accordance with the “American Academy of Acluaries Pension Practice Council Note May 2001
Selecting and Documenting Investment Return Assumphicns™ and consistent with Actuanal Standards of Practice No. 27 The
historical five- and ten-year average asset returns of each plan are also reviewed to determine whether they are consistent and
reasonable compared with the best estimate range. The expected relurn on plan assets is delarmined by applying the assumed
long-term rate of return to the market-related value of plan assets. This market-related value recognizes investment gains o
Iosses over a five-year period from the year in which they ocour. Investment gains or losses for this purpose are the difference
between the expected return calculated using the market-reiated value of assets and the actual retumn based on the markel
value of assets. Since the markel-related value of assels recognizes gains of losses over a five-year panod, the future
markeat-related value of the assats will be impacted as previously deferred gains or insses are recorded.

The target asset allacation for the U.S. and UK. plans is 58% equities and 42% fixed income. The UK. plans comprise
approximately 82% of non-U.5. plan assets As of the measurement date, the actual allocation of assefs for the U S, plan was
B3% lo eguities and 37% to fixed income, and for the U.K. plans was 58% to equities and 42% to fixed income. The assels of
the Company's defined benefit plans are well-diversified and ara managed in accordance with applicable laws and with the goal
of maximizing the plans' real return within acceplable risk parameters. The Company uses threshold-based portfolio rebalancing
to ensure the actual portfolio remains consisient with target asset allocation ranges, The actual asset allocation of the U.S, and
UK. plans as of the measurement date were within the target range.

The U.5. qualiied plan holds eight million shares of the Company's comman stock which were contributed to the Plan by the
Company. This reprazanis approximately 6% of that plan's asseats.

The discount rate selecled for each US. plan 2 based on a model bond poartfolio with coupans and redemptions that closely
match the expected lability cash flows from the plan. Discount rates for non-U.S. plans are based on appropriate bond indices
such as the Markit iBoxx £ Corporates AA 15+ index in the UK. Projecied compensation increases reflect current expectations
as lo future levels of inflation.

The components of the net periodic benefit cost for combined U.S. and non-U_5. defined benefit plans and other postretirement
plans are as follows:

Fer the Years Ended December 31, Pension Benefits Postrelirement Benafits

{In milions of dollars) 2010 2000 2008 2010 2008 2008
Service cost $ 197 § 188 § 207 $ 4 $ 5 5 &
Intarest cost 578 551 sa7 14 17 17
Expected return an plan assels (815) (788) (B48) — = o
Armortization of prior service credit [21) (49) {55} 13) (13} (14}
Recoanized actuanal oss 144 70 BB — 1 1
Mel pencdic benefil cost (credit) $§ 83 5 (28) 5 (34) § 5 $ 10 § 10
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Plan Assels

For the LS. plan, nvestmen! allocation decisions are made by a Mducary commillee camposed of senior executves appointed
by the Company's Chiaf Executive Officer, For the non-U.5. plans, invesiment allocation decisions are made by local fiduciaries,
in consultation with the Company for the larger plans. Plan assels are invested in a manner consistent with the fiduciary
standards set forth in all relevant laws ralating to pensions and trusts in each country. Our primary investment objectives are

(1) to achieve an investment return that, in combination with current and future confributions, will provide sufficient funds to pay
benefits, and (2) to minimize the risk of large losses. Our investment allocations are designed to meel these objectives by
broadly diversifying plan asseis among numerous assel classes wilth differing expected relurns, valalilities, and correlations.

The major categonies of plan assats include equity sacurities, eguity allernative invesiments. and fixed income securities. For the
LS. qualified plan, the category ranges are 53-53% for equities and equity alternatives, and 37-47% for fixed income. For the
LK. Plan, the category ranges are 55-61% for equities and equity alternatives, and 39-45% for fixed income. Asset allocation
ranges are evaluated genarally every three years. Asset allocation is monitored monthly, and rebatancing aclions are taken as
needed.

Plan investments are exposed to stock marke!, interest rale, and credit nsk. Concentrations of these rsks are generally imited
due to diversification by investment style within each asset class, diversification by investment manager, diversificalion by
industry sectors and isswers, and the dispersion of investments across many geographic areas.

|
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U.S. Plans

The fallowing schedules provide information concaining the Company's U S. defined benslil pension plans and postrélirament
benefit plans:

WS, Pension U5, Postretirement
December 31, Bensfits Benefils
{in mithions of dolars) 2010 2009 2010 2009
Change in benefit cbligation;
Benefit obligation at beginning of year $ 3,629 § 3411 § 163 5 185
Service cost 76 76 3 4
Inlerest cost 227 218 10 12
Actuarial (gain) loss 270 75 12 23)
Medicare Part D subsidy — - 3 1
__Benefils paid {161} (152} {11} {15}
Benefit cbligation at end of year 5 4,041 5 3.629 § 180 5 163
Change in plan assets:
Fair value of plan assets al beginning of year 5 2,959 % 2,761 § — 5 —
Actual return on plan assels 425 328 —_ —_
Employer contributions 2 22 8 i5
Medicare Part D subsidy — — 3 1
__Benefits paid (161) {152) (11) (16}
Fair value of plan assaets at end of year £ 1444 § 2858 £ — T
Funded status 5 (587) 5 (B70) $ (180) 5 (163)
Met liability recognized 5 (597) 5 (B70) £ (180) 5 (183)

Amounis recognized in the consolidated balance sheets:

Current Eabilities 5 (23 g (22) £ (11 £ (1)
Moncurrent liabilities (574) (548) {169) {152}
5 (59T7) 5 (670) £ [180) $ (163)
Amounts not yet recagnized in net penodic cost and included in
accumulated other comprehensive income:
Unrecognized prior service credit 5 &6 & 73 5§ 26 5 30
Unrecognized net acluarial {loss) gain (1.327) {1.258) (4] 9
Total amounts incleded in accumulaled other comprehensive
income 51(1.272) 3 (1.185) § 22 § 48
Cumulative employer contributicns in excess of net periodic
cost &75 515 {202) {211}
Net amount recognized in consolidated batance sheet 5 (597) 5 [(BY0) £ (180) 5 {163}
Accumulated benefit obligation at December 31 § 3,929 3 3516 § = § -
U.5. Postretiremen
U.5. Pension 1
December 31, Benefits Benafits
{In mllicns of dolfars) 2010 2009 2010 2008
Reconciliation of unrecognized prior service credit:
Amounl disclosed as of prior year-end $§73 3120 $39 552
Recognized as component of nat pariodic benefit credil (18) (47) (13} {13)
Amount at end of year $55 § 73 $26 $39
72
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u.s.
U5, Pansion Postretirament
December 31, Benefits _ Benefits
(In millions of doifars) 2010 2009 2010 2009
Reconciliation of unrecognized net actuarial gain {loss):
Amount disclosed as of prior year-end % {1,258) $(1,270) 5 9 5 (15)
Recognized as componen! of net pericdic benefit cost e 52 =t 1

Changes in plan assets and benefit obligations recognized in
o!ha_r_oumprat_mnsh.ra income:

Liability experience 1269) (75) (13) 23
Assel experience 128 35

Total gain {loss) recognized as change in plan assets and

benefit obligations (140) 40 {13) 23
Amount at end of year $(1,327) 5 (1,258) 5 (4 5 g
U.5. Pension U.S. Postretirement
Fer the Years Ended Decamber 31, Benafils Benalils
{In miflions of doiiars) 2010 2000 2008 2010 2009 2008
Total recognized in nat panodic benefit cost and
other comprehansive 1058 (income) $ 148 5§ 42 51082 £ 26 £ (N §

Estimaled amounts that will be amorized from accumulated other comprehensive income in the next fiscal year:

U.S. Pension UE. Postretirement
Benefils Banafits G
flr mithans of dolfars) 2011 2011
Prior service credit 5 (18) 5 (13)
Net actuarial koss 102 _—
Projected cost (credit) % BE 5 {13}

The weighted average aciuarial assumptions utihized in determining the above amounts for the U.S. defined benefit and other
.5, postretirement plans as of the end of the year are as follows:

U.S. Pension U.S. Poalratirament
Banefits Benefits
2010 2008 2010 2008
Weighted average assumplions:
Digcount rate (for expansa) B.4% 6.6% 8.3% B B%
Expected return on plan assets B.75% B.75% — -
Rate of compensation increase (for expenzal 3.9% 3.4% - —_
Discount rate (for benefit obligation) 5.9% 6.4% 6.0% 6.3%
Rate of compensation increase (for beanefit obligation) 31.9% 3.0% — —

The projected benefit obligation, accumulated benefil obligation and aggregate fair value of plan assets for U.S. pension plans
with accumulated benefit obligations in excess of plan assats were 54.0 billion, $3.9 billion and 33.4 billion, respactively, as of
December 31, 2010 and $3.8 bilkon, $3.5 bilion and $3.0 billion, respectively, as of December 31, 2000,

The projecied benefit obligation and fair value of plan assets for U5, pension plans with projected benefit obligation in excess of
plan assets was $4.0 billion and $3.4 bilkion, respectively, as of December 31. 2010 and $3.6 billion and $3.0 billion, respectively,
as of December 31, 2009.

i
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The components of the net periodic Benefit cost for the US. defined benefit and other postretirement benefit plans are as
follows:

U5, Pension U5 Postretirement

For the Years Ended December 31, Benefits Benefis

{In milions of dollars) 2010 2009 2008 2010 2009 2008
Service cost $ T8 $ 76 g 73 § 3 5 4 5 4
Interest cost 227 219 211 10 12 12
Expected relurn an plan assels {295) {293) (289) — — o
Amertization of prior service credit {18) {47) (54) {13) {13} (13)
Recognized actuarial loss k| 22 = 1 =
Net pericdic benafit cost (credit) § 61 5§ 7 8 _(37) 5§ — 5 4 5 3

In December 2003, the Medicare Prescription Drug, Improvement and Modermization Act of 2003 becamse law. The net pariodic
benefit cost shown above for 2010, 2009 and 2008, respectively. includes the subsidy.

The assumed health care cost trend rate for Medicare eligibles is approximately 8.4% in 2010, gradually declining to £,5% in
2028, and the rate for non-Medicare eligibles is 8 2% in 2010, gradually declining to 4. 5% in 2028. Assumed health care cost
trend rates have a small effect on the amounts reported for the U.S. health care plans because the Company caps its share of
health care frand at 5%. A one percentage point change in assumed haalth cara cost trend rates would have the following
effects:

1 Percentage 1 Percentage
{In mittions of dollars) Point Increase Puoint Decrease
Effect an lotal of service and inlerest cosl compaonents 3 - ] (1)
Effect on postretirernent beneafit obligation ¥ 1 3 {17}

Estimated Future Confribulions

The Company expects to fund approximately $20 million for its U.S. non-qualified plan in 2011, The Company’s policy for
funding its tax-qualified defined benefit retirement plans is to contribute amounts at least sufficient to meet the funding
requirements sef forth in U.S. and applicable foregn law, There currently is no ERISA funding requirement for the U.S. qualified
plan for 2011.
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MNon-UL 8. Plans

The lollowing schedulas provide information conceimning the Company's non-U.S. defined benalil pension plans and non-U.S.
postretirement benefit plans.

Mon-U.3. Pension Mon-L.3.
Decembar 31, Banafils Postratiremeant Benefits
{in mittions of dollars) 2010 2009 2010 2009
Change in benefit obligation:
Benefit cbligation at beginning of year $ 6,354 5 5228 5 TO F 63
Service cosl 121 112 1 1
Interest cost 351 Jaz 4 5
Employee contributions 16 16 —_ -_—
Actuanal logs 430 679 11 13
Effect of settlement {17) (218) — —
Effact of curtailment 2) — — —
Special termination benefils 1 —_ - -
Benefils paid (244) (248) {3) {3}
Foreign currency changes (208) 442 — 7
Other — 9 — —
Benefit obligation at end of year § 6,802 § 6,354 5 B2 £ 70
Change in plan assefs:
Fair value of plan assets at beginning of year § 6,183 % 5,033 5 — 5 —
Actual return on plan assels 785 T4 -_— -_—
Effect of settlement {17) 1218) — —_
Company contributions 237 agr 3 i
Empleyee contributions 16 18 = —
Benefits paid (244) (245) {3} (3}
Foreign currency changes (202) 438 - —
__Other 3 bl — -
__Fair value of plan assets at end of year $ 6,741 6,183 § — —
Funded stalus $ (81} (1171} $_(83) (7o)
Mel (liability) asset recognized 5 (B1) 5 (171 5 (B3) 5 (7Y
Amounis recognized in the censolidated balance sheets:
Naoncurrent assets $ 265 3 e 5§ — 3 —
Current liabilities 18) (10} {4} 13}
Noncurrent labilities (318) (255) (79) {E7)
£ (81 5 1T $ (B3) )]
Amounis nol yet recognized in net periodic cost and
included in accumulated other comprehensive income:
Unrecognized prior service credit $ 23 3 24 5 1 L S |
Unrecognized net acluanal loss {2,305) {2,268) {14) 14}
Total amounts included in AQCI §(2,282) 5 (2,244) $ (13) £ 3
Cumulative employer contributicns in excess of met
paradic eosl 2,201 2073 {70} {E7)
Mat amount recognized in consolidated balance sheet $ (B1) 3 (17N 5 (B3) 3 (70}
Accumulaled benefit obligaticn al December 31 $ 6,313 $ 5880 $ — 5 —
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MNan-U.S,
Man-U.5. Pension Postratirement
December 31 Benefits Benefits
{in milifons of dallars) 2010 2009 2010 2009
Reconcilabon of prior service cradit:
Amounl dizclosed as of prior year-end £ 24 5 21 £ 9 5 1
Recognized as component of net periodic benefit credit (2) (2) i =ik
Changes in plan assets and benefit obligations recognized in
other comprehensive income:
Plan amendments - 1 _— e
Exchange rale adjustimenis 1 4 — -
Amouni at end of year § 23 5 24 § 1 5 1
Mon-U.5.
MNon-U.S. Pension Postretirement
December 31, Benafils Banefits
{In millions of dalars) 2010 2009 2010 2009
Reconciliation of net actuarial loss:
Amaunt disclosed as of prior year-and % (2,268) 5(1,713) S (4] 5 (M
Recognized as component of nat pariodic benefit cost 73 18 _ _
Effect of zaltlamant 5 1 _ -
Changes in plan assets and benefit obligations recognized in
ulha_r comprehensne income:
Liabilty expenance (430) [679) {10) 4
Aggal axpariancs 244 a5g _ _
Effect of cunailmeant 2 —_ — —_
Total amount recognized as change in plan assets and benafit
obligations (184) {420} {10} 4
Exchange rate adjustmenis 69 (154} —_ {1)
Arncunit at and of year $ (2,305) 5 (2,268) 5 (14) 5 4
Non-LLS. Pension Mon-U.5. Postretirement
For the Years Ended December 31, Benefits Benefils
{in milions of dollers) 2010 2008 2008 2010 2008 2008
Total recognized in net periodic benefit cost and other
comprehensive loss {income) $§ 66 5519 5409 § 15 £ 3 £ (3

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

MNon-U.S. Pension

Banafilz
{in miiions of dollars) 2011
Prior service credit 3 13)
Met actuarial loss 112
Projected cos! $ 109
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The weighted average actuarial assumption utilized in determining the above amounts for the non-U.S. defined banefit and other
non-U.5. postretirament plans as of the end of the year are as follows:

Mon-UL5.
Mon-U S, Pensian Postretirement
Decembar 31, Benefits Benefits
{In milions of dollars) 2010 2008 2010 2008
Waighted average assumplons
Discount rate (for expense) 5.8% §.2% 6.2% & 9%
Expected return on plan assels 7.9% 7.8% _ _
Rate of compensation increase (for expensa) 4.3% 3.8% _ _
Discount rate (for benefit obligation) 5.4% 5 @, 5.5% & 244
Rate of compensation increase (for banefit
obligation) 4.2% 4 3% — -

The non-L 5. defined benefit plans do not have any direct ownership of the Company's common stock

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

The proyected benefit obligation, accumulated benefit obligation and fair value of plan assets for the non-U_S. pension plans with
accumulated benafit obligations in excess of plan assets were $1.2 billon, 51.1 billion and $0.9 billon, respectvely, as ol
December 31, 2010 and 30 5 billion, $0.4 billion and $0 2 billien, respectively, as of December 31, 2008

The projecied benefit obligation and fair value of plan assets for non-U.5. pension plans with projected benefit obligations in
excess of plan assels was $1 3 bilion and $1.0 billion, respectively, as of December 31, 2010 and $5.2 billion and $5.0 billion,
respectively, as of December 31, 2009

The components of the net periodic benefit cost for the non-U.S. defined benefit and other posiretiremeant benefit plang and the
curtailment, settlement and termination expenses ane as follows:

Maon-U.5. Pension MNon-U.5. Postretirement

For the Years Ended December 31, Benefits Benefits

{In mullions of dolars) 2010 2008 2008 2010 2009 2008
Service cost $121 5 112 5 134 $ 1 5 1 $ 2
nterest cost 351 332 386 4 5 5
Expected relurn on plan assels {520) {485) (560) — bl =
Amaortization of prior service credit {3 i2) 1) — Mg 1)
Recognized actuanal 0ss 73 18 44 ot —_— 1
Nel pericdic benefit cost $ 22 5 (35 § 23 $ 5 $ 6 2 7
Settlement (credit)loss 5 1 (1) — = e
Curtaiment (cradit)oss — — 1 — — —
Special termination benefits 1 — 3 — — —
Total cost (credit) $ 28 S5 (M) 5 B $ § 5 6 5 7

The assumed health care cost trend rale was approximately 6.8% in 2010, gradually declining to 4.5% in 2019, Assumed health
care cost trend rates can have a significant effect on the amounts reported for the non-L1.5. 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) Paint Increase Point Decrease
Effect an total of service and inlerest cosl componants 5 1 s {1}
Effect on postretirement benefit obligation 5 8 § {7}

T
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Estimated Fulure Contributions

The Company expects 1o lund approximately $300 million to s non-U.S. pension plans in 2011, Funding requiremants o
non-U.3, plans vary by country, Contribution rates are determined by the local actuaries based on local funding practices and
requirements. Funding amounts may be influenced by fulure asset performance. the level of discount rates and other vanables
impacting the assets andior liabilities of the plan. In addition, amounts funded in the future, to the extent not due under
regulalory requirements, may be affecied by allemative uses of the Company's cash flows, including dividends, inveslmenis and
share repurchases.

Estimated Fulure Benelit Paymenils

The Plan‘s estimated future benefit payments for its pension and postretirement benefils (without reduction for Medicare subsidy
receipts) at December 31, 2010 are as follows:

December 31, Postreliement
{In milions of dolars) Pension Benefits Benefits
[TE:3 Mon-U.5, s, Mon-U.S.
2011 % 188 3 246 314 5 3
2012 198 251 13 4
2013 208 2681 14 4
2014 220 283 14 4
2m5 232 2 14 4
2016-2020 1,353 1,767 76 26

Defined Benefit Plans Fair Value Disclosures

In December 2008 the FASE issued guidance for Employers’ Disclosures About Pension and Other Fost Retirement Benefit
Plan Assets. The guidance requires fair value plan asset disclosures for an employer's defined benefit pension and
postretirement plans similar o the guidance on Fair Value Measurements as well as (a) how investment allccation decsions are
made, (b) the major categones of plan assals, and (¢) significant concanltrations of risk within plan assets

The U.5. and non-U.S. plan invesimenls are classified into Level 1, which refers (o securities valued using quoled prices from
active markels for identical assets; Level 2, which refers o securities not traded on an active market but for which obsarvable
markel inpuls are readily available; and Level 3, which refers to securities valued based on significant uncbservable inpuls.
Aszzets and liabilites are ciassified in their entirety based on the lowest lavel of input that is significant to the fair value
measurement. The following table sets forth, by level within the fair value hierarchy, a summary of the U_S. and non-U. 5. plans
investments measured at fair value on a recurring basis at December 31, 2010 and 2008,

Fair Value Measurements at December 31, 2010

Quaoted Prices in Significant
Active Markets Other Significant
for Identical Observable Unobsersable
Assets inputs inputs
Assets (In millions of dollars) {Level 1) {Level 2 iLevel 3) Total

Company common stock 5 219 5 — 5 — 8 219
Corporate stocks 1,939 1 1 1,941
Govemment securniies — 547 — 547
Carporate obligatons — 1,103 8 1111
Commeon‘coliective truslts —_— 4471 —_ 4,471
Insurance group annuity
contracls - — 20 20
Shaord-term investment funds 551 45 — 510
Swaps — a9 — g
Other investments 3 8 177 188
Private equity/Partnerships — 1 746 T4T
Real estale 3 5 283 301

Total investments 3 2725 5 6,194 & 1,245 £ 10,1654
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Fair Value Measurements at December 31, 2008

Duoted Prices in Significant
Active Markets Other Significant
for Identical Obsanvable Unobsernable
Assets Inputs Inputs
Aazets (in mlions of dollars) {Level 1) {Lewvel 2) (Lewvel 3) Total

Company common stock % 176 % — 5 — 5 178
Carporate stocks 1,611 176 11 1,798
Government securilies 25 400 3 428
Carporate obligations 17 a50 L7 a72
Commonicoliective frusls 8 4 165 — 4173
Insurance group annuity
contracts _ —_ 17 17
Short-term investment funds 299 3 — 302
Swaps — 10 — 10
Other investments 125 34 180 33g
Private equityPartnerships —_ —_ B3V 837
Real estate 3 4 268 276

Total investmenis 5 2,264 b 5.742 ] 1,122 $9128

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

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

2010:
Transfers Fair
Fair Value, Unrealized Realized Exchange inf{out) Value,
Beginning Gain/ Gain/ Rate and End of
Agsete (In millions) of Pariod Purchazses Salas {Loss) {Losg) Impact Othar Pariod
Corporale stocks 3 11 % 1 % [4) 5 (3 % 1 § — & 5y % 1
Governmen! securities 3 — i3 — - = i -
Corporate cbligations 5 2 (2] 3 (1 —_— 1 a8
Insurance group annuity
contracls 17 141 {140) 2 - — -— 20
Other investments 180 19 {16) 3 1 (14) 4 177
Private equity/Partnerships &Ir 138 (54) 15 22 (12) — 746
Real estale 269 — - 34 — (10} — 293
Total assels 3 1,122 § 301 H219) 5 54 5 23 % (36) §$ — 51,245

Fallowing is a description of the valuation methedologies usad for assets measured at fair value.
Company commaon stock: Valued at the closing pnce reparted an the Mew Yark Stock Exchange

Common stocks, preferred stocks, convertible equity securities and rightsiwarrants (included In Corparate stocks)y. Valued at the
closing price reported on the primary exchange.,

Corporate bonds (included in corporate ebligations): The fair value of corporale bonds is estimaled using recently executed
transactions, market price quolaticns (where observable) and bond spreads. The spread dala uged are for the same malurnty as
the bond. If the spread data does not reference the issuer, then data that reference a comparable issuer are used. Whan
obsarvable pnoa quotations are not available, fair valua is determined based on cash flow models,

Commercial paper (included in corporate obligations): The fair value of commercial paper is estimated using cbservable markel
data such as matunty date, issue date, credit rating, current commercial paper rates and seltlement date,

Commercial mortgage-backed and asset-backed securities (included in corporate obligations): Fair value is delermined using
discounted cash flow models. Obsenvable inputs are based on trade and quote activity of bonds with similar features including
issuer vintage, purposa of underlying loan (first or second lien), prepayment speeds and credit ralings. The discount rate is the
combination of the appropriate rafe from the benchmark yield curve and the discount margin basad on guoted prices.

Common collective trusts: Valued at the quoted market prices of the underlying invesiments at year end.
Fi:}
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U8, government bonds (included in government securities): The fair value of U.S. governmeant bonds iz estimaled by pricing
madets that utilize chservable markel data including guotes, spreads and data points for yield curves

1.5, agency securities (included in govemment securities);, U5, agency securities are comprised of bwo main categornes
consisting of agency issued debt and morgage pass-throughs. Agency issued debl securiies are valued by benchmarking
market-derved prices to quoted market prices and trade data for identical or comparable securities. Morigage pass-throughs
inciude cerlain "To-be-announced” (TBA) securities and morgage pass-through pools. TBA securities are ganerally valued
using quoted market prices o are benchmarked thereto, Fair value of mongage pass-through pools are madel driven with
respect to spreads of the comparable TBA security.

Prvate equity/Fartnerships: The fair value of investments in parinership inlerests is valued by the general partner, The
valuations are based on vanious factors depending on the investment type, including the cost of the securities, financial data and
projections, option valuation models, operating and regulalory issues and other such faclors as the Genaral Pariner may deem
relevant. Investments are valued in the accompanying financial stalements based on the Plan's beneficial interest in the
underlying net assets of the partnership as determined by the partnership agreement

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

Swap assels and llabilities: Fair values for interest rate swaps. equity index swaps and inflation swaps are estimaled using a
discountad cash flow pricing model, These models use observable market data such as contractual fixed rate, broker quotes,
spol equity price or index value and dividend data. The fair values of credit defaull swaps are esbmated using an income
approach model which determines expected cash flows based on defaull probabilities from the issuer specific credit spread
curve and credil loss recovery rates, both of which are depandent on market guoles.

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 estale: Valued by investimeant managers genarally using propnetary prcing models.

Registered investment companies: Valued at the closing price reported on the primary exchange.

Dafined Contribution Plans

The Company maintains certain defined contribution plans lor its amployeas. including the Marsh & McLennan Companies, Inc
401(k) Savings & Investment Plan ("401{k}"), that are qualified under U.S. tax laws. Under these plans, eligible employees may
contnbule a percentage of their base salary, subject to certain Iimidations. For the 401(k), the Company maiches a fixed porbon
of the employees’ contributions and may also make additional discretionary contributions. The 401(k) contains an Employee
Stock Crwnership Plan under U.S . 1ax faw. Approximately $334 million of the 401(k)'s assels at December 31, 2010 and 5288
miltion at December 31, 2009 were invested in the Company's comman stock. If a participant doas not choose an investment
direction for his or her future Company matching contributions, they are automalically invested in a BlackRock Lifepath Portfolio
that most closely matches the paricipant's expected retirement year. The cost of these defined confribution plans related to
continuing operations was 548 million, $52 million and 553 milion for 20100 2009 and 2008, respectively.

9. Stock Benefit Plans

The Company maintains multiple share-based payment arrangements under which employees are awarded grants of restricted
slock units, slock options and clher forms of stock-based payment arrangements. Effective July 1, 2005, the Company adopted
the revised guidelines for accounting for stock compensation using the modified-prospective transition methad. Under this
tramsition method, compensation cost includes compensation cost for all share-based payment arrangements granted prior fo
but not yet vested as of July 1, 2005, based on the grant date fair value and expense attribution
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methodology determined in accordance with the prior accounting guidance, and sompensation cost for all share-based payment
arrangemeants granted subsequant to June 30, 2005, based on the grant-date fair value and axpense attnbuton methodology
determined in accordance with the revised guidance.

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

I 2000, the Marsh & McLannan Companies, Inc. 2000 Employee Incentive and Stock Award Plan {the 2000 Employee Plan™)
and the Marsh & McLennan Companies, inc. 2000 Senior Executive Incentive and Stock Award Plan (the "2000 Execulive
Flan") were adoplted. The lypes of awards permitted under these plkans inciude stock oplions, restricted siock, slock bonus units,
restricted and deferred 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 (tha "Compansabon Committee”) dalarmines, at its discretion,
which affiliates may participate in the plans, which eligible employees will receive awards, the types of awards to be received,
and the terms and conditions thereof. The right of an employes to receive an award may be subject to perdformance conditions
as specified by the Compensation Committea. The 2000 Plans contain provisions which, in the event of a change in control of
the Company, may accelerate the vesting of the awards, Awards medating to nol more than 80 000 000 shares of commaon slock
may be made over the life of the 2000 Employee Plan plus shares remaining unused under pre-exisling emplayee stock plans.
Awards relating o not more than 8,000 000 shares of common stock may be made over the life of the 2000 Executive Plan plus
shares remaining unused under pre-existing executive stock plans.

Slock Options. Options granted under the 2000 Plans may be designaled as either incanlive stock oplons of non-quakfied
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 paymenl,
Options are generally granted with an exercise price equal 1o the market value of the Company common stock an the date of
grant. These option awards generally vest 25% per annum and have a contraclual lerm.of 10 years. On March 16, 2005, lhe
Company began granting options that provids for a market-based triggering avant befors a vested option can be exarcised. The
terms and conditions of these stock option awards provide that (i) options will vest at a rate of 28% a year beginning one year
from the date of grant and (i) each vested tranche will only become exercisable if the market price of the Company stock
appreciates 1o a level of 15% above the exercise price of the opion and maintains thal level for at least ten (10} conseculive
trading days after the award has vasted The Company accounts for these awards as market-condition options. The effect of the
market condition is reflected in the grant-date falr value of such awards. Compensation cost is recognized over the reguisite
sanvice penod and 15 not subsequently adjusted if the market condition 15 not met, For awards without a market-based Inggenng
eveni, compensalion cost is generally recognized on a straight-line basis over the requisite service penied which is nomally the
vesting persd

The estimated fair value of oplions granted without a market-based iriggenng event |s calculaled using the Black-Scholes opticn
pricing valsation model This modal takes into account several factors and assumplions The risk-free interest rate (s based on
the yield on U5, Treasury zero-coupon issues with a remaining term equal to the expected life assumption at the time of grant.
The expected life {estimated penod of ime outstanding ) is estimated using the contractual term of the oplion and the effects of
employaas’ expected exercise and post-vesting employment tarmination behavior. The Company uses a blended volatility rate
based an the following: (i) volatility derived from daily closing price observations for the 10-year period ended on the valuation
date, (i) implied volatilty darived from raded options for the period one week befare the valuation date and (iil) average volatility
for the 10-year periods ended on 15 anniversaries prior to the valuation date. using daily closing price cbservations. The
expacied dividend yield is based on expected dividenas for the expected term of the stock options
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The assumplions used in the Black-Scholes oplion pricing valuation model for options granted by the Company in 2010, 2009
and 2008 are as follows

2010 2009 2008
Risk-free interest rate 3.15%-3.20% 2.16%-2.68% 2.98%-3.33%
Expected life (in years) 6.75 B.75 6.0
Expected volatility 26.3%-27.6% 33.5%-26.4% 20.7%-32.2%
Expected dividend yield 3.26%-3.52% 4 15%-4.20% 2.93%-3.07%

The esbmated fair value of options granted with a markei-based triggenng event is calculated using a bincmial valuation model,
The factors and assumptions used in this model are similar to those utilized in the Black-Scholes option pricing valuation model
axcapl hal the rnsk-fres interest rate = based on the U.S. Treasury zero-coupon yield curve over the contractual term of the
aption, and the axpectad life is calculated by the madel. In 2010, there were no aptions granted with a market-based triggening
event.

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

2009 2008
Rizk-free interest rale 0.42%-2.40% 1.99%-4 41%
Expected life (in years) 56-7.7 5.0-7.5
Expected volatility 35.6% 29.7%-33 1%
Expected dividend yield 3.62% 2.3%-3.1%

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

Weighted
Average
Weighted Remaining Aggregate
Average Exercise Contractual Intrinsic Value
Shares Price Tarm (5000
Balance at January 1,
2010 45,364,115 5 3214
Granled 6,108,548 $ 2.7
Exercised 75,336 $ 20.35
Canceled or
exchanged —_ —_
Forfeited 543,613 3 22.70
Expired 8,467,579 $ 40.50
Balance at
December 31, 2010 43,386,136 5 29.33 4.8 years 62,529
Options vested or
expected to vest at
__December 31, 2010 42,145,148 & 29.55 4.7 years 55,690
Options exercisable at
Dacamber 31, 2010 15,717.052 3 33.07 2.3 yoars 8,692

In the above table, forfeited options are unvested opbons whose requisite service period has not been met. Expired oplions are
vested options thal were not exercised.

The weighled-average grant-date fair vaive of the Company's option awards granied during the years ended December 31, 2010,
2009 and 2008 was 54.85, 54.63, and $6.63, respectively. The total intrinsic value of options exercised during the same periods
was 5.5 million, 30 milien and $3 million, respectively

As of December 31, 2010, there was $23.4 million of unrecognized compensation cost relatad o the Company's option awards,
The weighted-average perod over which that cost is expected o be recognized is 1.7 years. Cash received from the exercise of
stock options for the years ended December 31, 2010, 2009 and 2008 was 51.5 million, 30 million and 521 million, respeciively

The Company’s policy is to issue treasury shares upon opltion exercises or share unit conversion. The Company intends to issue
treasury shares as long as an adequate number of those shares are avallable
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Restricted Stock Units: Restricted stock units may be awarded under the Company's Incenlive and Stock Award plans. The
Compensation Committee determinas the restrictions on such units, when the restrichons lapse, when the units vest and are
paid, and upon what terms. the units are forfeited. The cost of these awards is amorized over the vesting period, which is
generally three years. Beginning with awards granted in 2006, awards to senior execulives and other employees may include
three-year performance-based restricted stock units and three-year service-based restricted stock units. The pavout of
performance-based restricted sfock units (payable in shares of the Company commaon slock) may range fram D-200% of the
number of units granted, based on the achievement of objective, pre-determined company o operating company performance
measures over a three-year perfformance period. The Company accounts for these awards as performance condition restricted
stock units. The performance condition is not considered in the determination of grant date fair value of such awards.
Compensation cost is recognized over the performance pericd based on management's estimale of the number of units
expected to vest and is adjusted to reflect the actual number of shares paid out at the end of the three-year perfarmance period.
Dividend equivalents are generally paid on both performance-based and service-based resltricted stock unils prior to payout,
based on the initial grant amount. Beginning with awards granted on or afler February 23, 20059, dividend equivalents are not
paid out unless the award vests.

A summary of the status of the Company's restricted stock unit awards as of December 31, 2010 and changes during the period
then ended is presented below:

Weighted Average

Grant Date

Shares Fair Value
MNon-vested balance at January 1, 2010 13,674,513 5 22.65
Granled 6,734,010 3 2272
Wested 4,164,208 $ 22.25
Forfaited 2224011 - 26.12
Non-vested balance at December 31, 2010 14,020,304 5 22.26

The weighted-average grant-date fair value of the Cempany’s restricted stock units granted during the yvears ended

Decembar 31, 2002 and 2008 was $19.03 and $26.16, respectvely. The total fair value of the Company's restricted stock units
distributed during the years ended December 31, 2010, 2008 and 2008 was 591.7 million, $35.1 million and $22.4 million,
respactively

Deferred Sfock Units: Deferred stock units may be awarded under the Company's incentive and stock award plans. The
Compensalion Commillee determines the restrichions on such units, when the resiriclions lapse, when the units vest and are
paid, and upon what terms the units are forfeited. The cost of these awards is amorlized over the vesting period, which is
generally three years. These units are typically off-cycle awards granted o new hires or as retention awards for employees; units
in this category may also be granted as the equity portion of mandatory deferred bonus awards.

A summary of the status of the Company's delferred stock unit awards as of December 31, 2010 and changes during the perod
then ended is presented below:

Weighted Average

Grant Date

Shares Fair Value
Non-vested balance at January 1, 2010 7,451,800 $ 26,63
Granled 857,999 $ 23.56
Wested 3,360,441 $ 28.47
Forfeited 220,561 3 24,95
Mon-vested balance at December 31, 2010 4,728,797 ] 24.84

The weighted-average grant-date fair value of the Company’s deferred stock units granted during the years ended December 31,
2009 and 2008 was $21.25 and $26.56, respectively, The total fair value of the Company's deferred stock units distributed
during the years ended December 31, 2010, 2009 and 2008 was $79.0 million, $52 8 million and 5716 million, respectively.
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Restricted Stock: Reslricted shares of the Company's common stock may be awarded under the Company's incentive and stock
award plans and are subject to restrictions on transferability and ather resirictions, if any, as the Compensation Committea may
impose. The Compensation Committee may also determine when and under what circumstances the restrictions may lapse and
whether the participant receives the nights of a stockholder, including, without limitation, the right (o vole and receive dividends.
Unless the Compensation Committee determines otherwise, restricled stock that is stil subject to restrictions Is forfeited upon
termination of employment. Shares granted generally becoma unrestricted at the earlier of: (1) January 1 of the year following
the vesling grant date anniversary or (2) the later of the recipient's normal or actual retirement dale. For shares granted prior to
2004, the vesting grant date anniversary is ten years. For shares granted during 2004 and 2005, the westing grant dale
anniversary is 7 years and 5 years, respectively. However, certain restricted shares granted in 2005 vesied on the third
anniversary of the grant date. There have bean no restricted shares granted since 2005

A summary of the status of the Company's restricted stock awards as of December 31, 2010 and changes during the perod then
ended is presented balow

Weighted Average

Grant Date

Shares Fair Value
WNon-vested balance at January 1, 2010 73,900 5 41.41
Granted — —
Vested —_ _—
Forfeited — —_
Non-vested balance at December 31, 2010 73,900 5 41.41

The Company has not granted restricted stock awards during any year after 2005. The tolal fair value of the Company’s
restricted stock distributed during the years ended December 31, 2010, 2009 and 2008 was 30 million, 30 million and 55.1
million, respectively

As of December 31, 2010, there was $206 millien of unrecognized compensation cost related ta the Company®s restricted stock,
restncted stock units and deferred stock unit awards.,

Marsh & McLennan Companies, Inc. Stock Purchase Plans

In May 19848, the Company’s stockholders approved an employee stock purchase plan (the "1998 Plan™) lo replace the 1994
Employee Stock Purchase Flan (the "1984 Flan"), which terminated on September 30, 1999 following its fifth annual offering.
Under the current terms of the plan, shares are purchased four times during the plan year at a price thal is 5% of the average
market price on each quarterly purchase dala. Under the 1989 Plan, after including the available remaining unused shanes in the
1594 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. Employeas purchased 1,211,855 shares
during the year ended December 31, 2010 and at December 31, 2010, 6.036,074 shares were available for issuance under the
1920 Plan. Under the 1995 Company Stock Purchase Plan for International Employvees (the "International Plan"), after reflecting
the additional 5,000,000 shares of common stock for issuance approved by the Company's Beard of Directors in July 2002, and
the addition of 4,000,000 shares due to a shareholder action in May 2007, no more than 12,000,000 shares of the Company's
commen stock may be sold. Employees purchased 180,636 shares during the year ended December 31, 2010 and at
December 31, 2010, 3,330,685 shares were available for issuance under the International Plan. The plans are considered
non-compensalory.

10. Fair Value Measurements
Fair Value Higrarchy

The Company has calegonzed its corporate and fiduciary assels and liabilities that are valued at fair value on a recurnng basis
into a three-level fair value hisrarchy. The fair value measurements of the
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plan assets for the Company’s defined benefit pension plans are disclosed separately in Mote 8. The fair value hierarchy gives
the highest pricnty to quoted prices in active markelts for identical assets and liabilities (Level 1) and lowest priority to
unobservable inputs (Level 3), In some cases, the inpuls used to measure fair value might fall into different levels of the fair
value hierarchy. In such cases, for disclosure purposes, the level in the fair value hierarchy within which the fair value
measurement in its entirety falls is determined based on the lowest level input that is significant to the fair value measurement in
its entiraty.

Financial assels recorded in the consolidated balance sheefs are categorized based on the inputs in the valuation technigues as
follows:

Level 1 Valuabons based on unadjusted quoted prices for idenfical assets or labilities in an active market (examples include
active exchange-traded equity securities, listed derivatives, most U.S. Government and agency securilies, and certain other
soversign government obligations).

Assets and labilities utilizing Level 1 inputs include exchange traded equity securities and mutual funds,
Level 2 Financial assets and liabilities whose values are based on the following:
a) Quoted prices for similar assets or labilities o active markets (for example, restricted stock):

b Quoted prices for identical or similar assets or llabilities in non-active markets (examples include corporate and municipal
bonds, which frade infrequently);

) Pricing models whose inputs are observable for substantially the full term of the asset or lability (examples include most
over-the-counter denvatives, including interest rale and currency swaps); and

d) Pricing models whose inputs are derived principally from or corroborated by observable market data through comelation or
othier means for substantially the full asset or liability (for example, cerain mortgage [oans).

Azsate and labilites utiizing Level 2 inputs include corporate and municipal bonds.

Leval 3. Financial azsets and labllities, whose values are based on prices, of valualion technigues that requlre inputs that are
both unobservable and significant to the averall fair value measurement. These inputs reflect management’s own assumptions
about the assumptions a market participant would use in pricing the asset or liability (examples include private equity
investments and certain commercial morngage whole loans).

Liabilities utiizing Level 3 inputs represent contingent consideration on acquisibons.

Valvation Technigues

Equi urities & Multual Funds
Investments for which market quotations are readily available are valued at the sale price on their principal exchange, or efficial
closing bid price for certain markets. I no sales are repored, the security is valued at its las! reported bid price.

Other Sovareign Government Obligations, Municipal Bonds and Corporate Bonds

These imvestments are valued on the basis of valuations furnished by an independent pricing service approved by the Trustees
or dealers selected by Putnam Investment Management LLC ("Putnam Management”), the fund's manager, a wholly owned
subsidiary of Putnam LLC. Such senvices or dealers determing valuations for normal institubonal-size rading units of such
seculilies using methods based on market ransactions for comparable securities and vanous relationships, generally
recognized by institutional tradars, batwasen securities,

Contingent Consideration Liability
Purchase consideration for many acquisitions made by the Company includes contingent consideration arrangements

Contingent consideration arangements are primarily based on meeting EBITDA and revenue targets over two to four years. The
fair value of contingenl cansideralion s recorded at the present value of future cash flows based on the eamings projections of
the acquired entities.
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The lollowing fair value hierarchy table presents information about the Company's assets and liabilities measured at fair valua on
a recurmng basis as of December 31, 2010 and 2008

ldentical Observable: Uncbservable
Assels Inpuis Inpuis
{in multions of dodlars) {Level 1) {Laval 2) (Laval 3) Total
2010 2009 2010 2009 2010 2009 2010 2009
Assets:
Financial instruments owned:
Exchange traded equity securities * $ 1 $1W0 %$— 55— $— 55— $§ 1 510
Mutual funds = 137 141 — — — — 137 141
Medium term bond funds and fixed income
Securities = — — — ] — — — 3]
_ Money market funds ~ 8 448 — = — — 8 448
__Total assets measured at fair valus S 148 % 599 $§ — 5 B $ — S5 — S$148 5605
Fiduciary Assats:
State and local obligations (including non-U.S.
locales) $ — % — §$68 5189 $ — 35— 5868 518
Other sovereign government obligations and
supranational agencies —_— _— 185 aro —_ -_ 185 370
Corporate and other debt - —_ 30 45 — - 30 46
Money market funds 152 235 =— == — — 152 235
Taotal fiduciary assats maasured at fair value £152 $235 4283 %577 % — 5 — %435 5812
Contingent consideration liability $§ — 5 — j — % — %106 5 31 5106 3 31
(@) Included in other assels in the consokdated balance sheets
{b) Included in cash and cash equivalents in the consclidated balance sheets.
There were no transfers between Level 1 and Level 2 assets during 2010,
The lable balow sets forth a summary of the changes in fair value of the Company's Level 3 liabiliies for the year ended
December 31, 2010 that represents contingent consideration related to acquisitions:
Fair Value,
Baginning of Realized Fair Valua,
Period Purchases (Gain) /Loss End of Pericd
Contingenl
consideration 3 H 3 81 3 {8} 3 106

The fair value of the contingant iabilty is based on eamings projections of the acquired entities that are reassessed on a
quarierly basis.

11. Long-term Commitments

The Company leases office facilities, equipment and automobiles under noncancelable operating leases. These leases expire on
varying dates; in some instances contain renewal and expansion options; do not restrict the payment of dividends or the
incurrence of debl or additional lease obligations; and contain no significant purchase options. In addition to the base rental
cosls, eccupancy lease agreaments generally provide for rent escalations resulting from increased assessments for real astale
taxes and other charges. Approximately 97% of the Company's lease obligations are for the use of office space,

The consolidated statements of income include net rental costs of $421 million, $397 million and $427 million for 2010, 2009 and
2008, respectivaly, after deducting rentals from subleases (58 million in 2010, 35 millien in 2008 and $8 million in 2008). The net
rental costs disciosed above exclude rental costs and sublease income for previously accrued restructuring charges related to
vacaled space.
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At December 31, 2010, the aggregate future minimum rental commitments under all noncancefable operating lease agreements
are as follows:

Gross Rentals MNet

For the Years Ending December 31, Rental from Rental

{in miions of dollars) Commitmants Subleases Commitmants
2011 ] 423 5 55 -1 358
2012 ] 386 5 54 - e )
2013 $ 338 ] & 5 286
2014 $ 288 5 49 5 239
2015 5 249 5 43 3 206
Subsequent years ] 1,371 b 208 5 1,165

The Company has entered into agreemeants with various service companies to outsource certaln information systems aclivities
and responsibilities and precessing activities, Under thase agreemants, the Company is required to pay minimum annual service
charges. Additional fees may be payable depending upon the volume of fransactions processed, with all future payments subject
lo increases for inflation. At December 31, 2010, the aggregate fixed future minimum commitments under these agreements are
as follows:

Future
For the Years Ending December 31, Minimum
{in millions of dollars) Commitmants
2011 3 127
2mz2 88
2013 45
Subsequent years 172
3 433
12. Debt
The Company's outstanding debt is as follows:
December 31,
(in muflions of doflars) 2010 2008
Short-term:
Current portion of long-term debt £ g § 558
Long-term;
Senior notes — 6,25% dus 2012 (5.1% effective inferest rate) 253 255
Senior notes - 4.850% due 2013 250 249
Senior notes = 5. 875% due 2033 296 286
Senior notes — 5.375% due 2014 648 548
Senior notes — 5.15% due 2010 - 5449
Senior noles — 5.75% due 2015 T4T T4T7
Senior noles = 9.25% due 2019 398 398
Mortgage — 5.70% due 2035 423 o/
Other 3 3
3,034 3502
Less current portion 8 558

§ 3,026 $3.034
During the third quarter of 2010, the Company repaid its 5.15% ten-year fixed rate $550 millian sanior notes that matured,

During the second quarter of 2008, the Company's 7.125% ten-year ficed rate 5400 million senior notes matured, The Company
used cash on hand as well as proceeds from the issuance of 9.25% ten-year 3400 million senior notes in the first quarter of 2008
to manage liguidity, including the funding of the maturing notes. There were no commercial paper borrowings outstanding at
December 31, 2010 or 2009.
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Cn October 23, 2009, the Company and cerfain of its foreign subsidiaries entered into a new $1.0 billion multi-currancy
three-year unsecured revelving credit facility, which replaced the $1.2 billion facility discussed below, The interest rate on this
facility vanes based upon the Company's credit ratings and the Company's credit defaull swap levels subject 1o floors and caps.
The facility requires the Company to maintain certain coverage and leverage ratios which are lested quarterly. There were no
borrowings outstanding under this facility at December 31, 2010,

The Company and cerain of ils foreign subsidiaries previously maintained a $1. 2 billon multi-currency five-year revelving credi
facility. The facility was previously due to expire in December 2010 and was in effect until October 2009, There were no
borrowings outstanding under this facility at the time it was terminated.

Additional credit facikities, guarantees and letters of credit are maintained with various banks, primarily related to cperations
Izcaled oulside the United Slates, aggregating $272 million at December 31, 2010 and 5250 million at Decembaer 31, 20048
There were no oulstanding borrowings under these facilities at December 31, 2010 or December 31, 2009

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

Scheduled repayments of long-farm debt in 2011 and in the four succeeding years are 58 million, 260 million, $259 million,
%660 million and $760 million, respeciively

13. Financial Instruments

The estimated fair value of the Company’s significant financial instruments is provided below, Certain estimalés and judgments
were required to develop the fair value amounts, The fair value amounts shown below are not necessarily indicative of the
amounts that the Company would realize upon disposition, nor do they Indicate the Company's intent or need lo dispose of the
finamcial instrument.

Decembear 31, Decambar 31,
2010 2008
Carrying Fair Carrying Fair

{in miions of dollars) Amount Value Amount Valug
Cash and cash equivalents § 1,894 £1,894 € 1,707 $1707
Long-term investments § G668 F B4 % 108 3 102
Short-lerm debl L B $ 3 $ 558 § 572
Lang-term debt $ 3,026 £3.234 $ 3034 3174

Cash and Cash Equivalents: The astimated fair value of the Company's cash and cash equivalents approximates their
carmying value

Long-term Investments: Long-term investments include available for sale securities recorded at quoted market prices, certain
investments carried &t cost and unrealized gaina related to available for sale investments in fiduciary funds as discussed below

The Company has certain long-term investments, for which there are no readily available markel prices, amounting to 538
million and $53 million at December 31, 2010 and 2009, respectively, which are carmied on a cost basis. These investments are
included in Other assets in the consolidated balance sheeis. The Company monitors these investments for impairment and
makes appropriate reductions in carrying values when necessary.

The Company had available for sale securties with an aggragate fair value of $23 million and $38 million at December 31, 2010
and 2009, respectively, which are carried at market value in accordance with ASC Topic No, 320, The Company had gross
unrealized gains (pre-tax) on these secunties of 58 million and $15 million included in accumulated other comprehansive income
at December 31, 2010 and 2009, respectively. The Company recorded the following net unrealized gains refated to its available
for sale securnties for the three and twalve month periods ended December 31, 2010 and 2009:

{In millions of dollars) Twalve Months Ended Decamber 31,
2010 2009 2008
Unrealized gains (pre-tax)
$ 2 $ 5 § =
Unrealized losses (pre-tax)
§ — 3.1 5 8
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These amounts have been excluded from earnings and reported, net of deferred income taxes, in accumulated other
comprehensive income (loss), which is a component of stockhalders’ equity,

The Company has a portion of insurance fiduciary funds described in Note 3 that are invested in high quality debl securities and
classified as available for sale. Gross unrealized gains (pre-lax) on these secunties that are included in other assels and
accumulated other comprehensive income in the consolidated balance sheels were 37 million and $17 million at December 31,
2010 and 2008, respectively. For the twelve months ended December 31, 2010, 2009 and 2008, the Company recorded gross
unrealized gain/{losses) {pre-tax) of ${10) million, 5(7) millicn and 524 million, respectively, related to these investments. These
amounis have been excluded from earnings and reported, net of deferred income taxes, in accumulated other comprehansive
income (loss), which is a component of stockholders' eguity.

Proceeds from the sale of available for gale investments were as follows:

Tweblse Menths Ended

{in mitions of dollars) December 31,
2010 2009 2008
Pracaeds from the sale of available for sale securities 5 15 5 12 5 18

The cost of securities scld is determined using the average cost method.

The Company also holds investmenis in certain private equity fund parinerships which are accounted for using the equity
method and other investments that ara held at cost. The Company recorded the following gains (losses) related to these
investments.

Tweitve Months Ended

{In mullions ef dollars) Decembear 31,
2010 2008 2008
Equity method gains (losses) § 32 5 (8 5
Gains on cost method investments 3 1] [
Gains (losses) from equity and cost method investments 35 —_ 3
Realized gains on available for zale securities 8 2 {3}
Other-than-temporary impairment — (4] {6)
Inwestment income (loss) $ 43 5 (2) 5 (12)

Short-term and Long-term Debt The fair value of the Company's short-temn debt, which consists primarily of debt maturing
within the next year, approximalas its carrying value. The estimated fair value of the Company's long-lemm debl is based on
discounted future cash flows using current inferest rates available for debt with similar terms and remaining maturities,

14. Integration and Restructuring Costs
Aclions Initialed in 2010

In 2010, the Company implemented restructuring actions which resulted in costs telaling 3114 million, primarily related to
sevarance and benefils, and costs for fulure rent and other real estate cosls, Appraximalely 283 million of these costs relaled o
cost reduction activities for acquisitions made in 2010, These costs were incurred as follows: Risk and Insurance Services—381
million, comprising Marsh—S885 million {acquisition related—348 million) and Guy Carpenter—3516 million (acquisition
refated—36 million); Mercer—3$25 million (acquisition related—311 million) and Corporate—358 million. These aclivities resulted
in the eliminabon of approximataly 450 posiions at Marsh, 80 positions at Guy Carpenter, 240 positions at Mercer and 70
positions at Corporate. The annualized cost savings from these actions are expected to be approximately 3100 millien,

tiores i Priar 1
Prior ta 2010, the Company implemented several restructuring and cost-saving intiatives refated to firm-wide nfrastructure,

organization structure and operating company business processes. These initiatives resulted in staff reductions and
consofidations of facilities. The Company incurred
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restruciuring costs of $27 million for the twelve menths ended December 31, 2010 in connection with aclions initiated in prior
years, primarily due to severance and related benefits and adjustments o the estimated future rent and real estale costs related
to previcusly vacaled space.

Details of the activity from January 1, 2008 through December 31, 2010 regarding restructuring activities are as follows:

{In millions Liability at Amounts Cash Liability at Amounts Cash Liability al
of dollars) 11709 Accrued Paid 1203108 Aocrued Paid 1231010
Severanc
@ $ B85 % 183 50191 I ¥ | % 79 5(1186) 40
Future
rent
under
nan-canc
ellable
leases
and olher
costs 137 60 {15) 182 G2 {T3) 171
Total $ 222 $ 243 3 (206) $ 259 3 141 3 (183 5 211

At January 1, 2008, the liability balance related to restructuring activity was $112 million. In 2008, the Company accrued 5327
million and had cash payments of $217 millien related o restruclunng activibes that resulted in the liabilily balance at January 1,
2009 as reported in the above schedule.

The expenses assocated with the restructuring plans are ncluded in compensation and benefits and other oparating expenses
in the consolidated statements of income, and liabiliies associated with these iniliatives are classified on the consolidated
balance sheets as accounts payable, other liabilities, or accrued salanes, depending on the nature of the items

15. Common Stock

In December 2010, the Company repurchased 3,365,889 shares of its common stock for a tolal consideration of $85.5 million
and an average prce per share to the Company of 325 4028. The repurchased shares were reflected as an increase in treasury
shares (a decrease in shares outstanding). This share repurchase was effected under a $300 million share repurchase
authorization granled by the Company’s Board of Directors in September 2010, The Company remains authorized to repurchase
additional shares of is common stock up to a value of 34145 million. There is no time limit on this authorization. The Company
did mot purchase any treasury shares in 2009

16. Claims, Lawsuits and Other Contingencies
Errors and Omissions Claims

The Company and its subsidiaries, particularly Marsh and Mercer, are subject to a significant number of claims, lawsuits and
praceedings in the ordinary course of business. Such claims and lawsuils consist principally of alleged ermors and omissions in
conneclion with the performance of professicnal semvices, including the placement of insurance and the provision of actuarial
senvices for corporale and public clients. Certain of these claims seek damages, including punitive and lreble damages, in
amounts that could, if awarded, be significant. in establishing labilities for errors and omissions claims in accordance with FASE
ASC Subtopic Mo, 450-20 (Contingencies—Loss Conlingencies), the Company ulilizes case level reviews by inside and outside
counsel and an internal actuarial analysis to estimate potential losses. A liability is established when a loss is both probable and
reasonably estimable. The liability is reviewed guarerly and adjusted as developments warrant. In many cases, the Company
has not recorded a liability, other than for legal fees fo defend the claim, because we are unable, at the present time, to make a
determination that a loss is both probable and reasonably estimable.

To the extent that expecied losses excesad our deductible n any policy year, the Company alsa 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 limits and coverage terms varying significantly by policy year. The Company is not aware of
coverage defenses or olher obstacles lo coverage that would limit recoveries through policy year 2001-2002 in a material
amount. Beginning in 2002, the availability of third-party insurance has declinad
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Governmental Inquiries and Related Claims

If January 2005, the Company and s subsidiary Marsh Ine. snterad inlo a setilament agreamenl with the New York Slate
Attorney General ("NYAG") and the New York State Insurance Department to settle a civil complaint and related citation
regarding Marsh's use of markel service agreements with various insurance companies. The parties subsequently entered inko
an amended and restated settliement agreement in February 2010 that helps restore a level playing field for Marsh.

In December 2008, the U.5. District Court for the Sauthern District of New York approved a settlement of the purported
securities class action lawsuil against the Company, Marsh and certain of their former officers based on similar allzgations to
those made in the NYAG complaint. Without admitting kability or wrongdoing of any kind, the Company agreed to pay 3425
millian, 3205 million of which was coverad by insurance. The satflement resolved all of the claims in this awsuit against the
Company, Marsh and the named individuals,

Numerous other private parly lawsuits based on similar allegations to those made in the NYAG complaint were commenced
against the Company, one or more of its subsidiaries, and their current and former direciors and officers. Most of these matiers
have been resolved. Eight actions instituted by individual policyholders against the Company. Marsh and certain Marsh
subsidiaries remain pending in federal and state courts,

On January 31, 2011, Guy Carpenter entered into a sefilement agreemeant with the Connecticul Aftarmey General to resalve
Iitigation initiated in 2007 against Guy Carpenter relating to cartain facilities offering reinsurance to small- to midsized insurance
companies

In June 2010, the Company settled a litigation matter brought by the Alaska Retirement Management Board ("ARMB"} against
Mercer. This settlement, in which Mercer expressly denied lability, resolved all claims against Mercer by the ARMB and the
State of Alaska related to this matter. Under tha terms of the seftlemant agreameant, Mercer paid 3500 million, of which 5100
miflion was covered by insuranca.

Qwr activities are regulated under the laws of the United States and its various states, the European Union and its member
states, and the other jurisdictions in which we operate. In the ordinary course of business we are also subject to investigations,
lawsuits and/or other reguiatory actions underaken by governmental authonties.

Other Contingencies—Guaranieas

In connection with its acguisition of U K. -based Sedgwick Group in 1598, the Company acquired several insurance undenwriting
businesses that were already in run-off, including River Thamaes Insurance Company Limited ("River Thames”), which we sald in
2001, Sedgwick guaranteed payment of claims on certain policies undenwritten through the institute of Londan Underwriters (the
"ILU™) by River Thames. The policies covered by this guaraniee are reinsured up fo E40 million by a related party of Rivar
Thames. Payment of claims under the reinsurance agreement is collateralized by segregated assets held in a trust. As of
December 31, 2010, the reinsurance coverage axcesded thae best estimate of the projected liability of the policles coverad by the
guaraniee, To the extent River Thames or tha reinsurer is unable fo meet its obligations under those palicies, a clamant may
seek to recover from us under the guarantee,

From 1280 fo 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 obligations. Afier E&A became insolvent in 1993, the
ILU agreed to discharge the guaraniea in exchange lor the Company's agreement [o posl an evergrean letter of credit that is
available to pay claims by policyhaolders on certain E&A policies issuead through the ILU and incepling between July 3, 1980 and
Oclober 6, 1883. Certain claims have been paid under the letter of credit and we anticipate that additional cdlaimants may seek to
recover against the letter of credit.

Futnam-related Mattors

Under the terms of a stock purchase agreement with Great-\West Lifeco Inc. ("GWL") related to GWL's purchase of Pulnam
Investments Trust from the Company in August 2007, a copy of which was
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included as an exhibit to the Company's Form 8-K filed on February 1, 2007, we agreed 1o indemnify GWL with respect to
certain Putnam-related litigation and regulatory matters, Most of these matiers have been resolved

One action by investors in certain Putnam mutual funds, which asserts derivative claims on behalf of the funds against Putnam
regarding excessive short-term trading. remains pending in the Distnict of Maryland, and may be subjest to cur indemnification
obligations.

Kroll-related Matters

Under the terms of a stock purchase agreement with Altegnity, Inc. {"Allegnty”) related to Altegrity's purchase of Krodl from the
Company in August 2010, a copy of which is attached as an exhibit to the Company's Quarerly Report on Form 10-Q for the
pariod anded June 30, 2010, we agreed to provide a limited indemnity o Altegrity with respect to cartain Kroll-retated litigation
and regulatery matters.

The panding proceadings and ofher matlers described in this Nole 168 on Claims, Lawsuits and Other Canlingencies may expose
the Company or its subsidiaries (o liability for significant monetary damages and other forms of relief, Where a loss is both
probable and reasonably estimable, we establish liabilities in accordance with FASB ASC Subtopic No. 450-20
(Contingencies—Loss Contingencies). Excepl as described above, we are not able at this ime o provide a reasonable estimate
of the range of possible loss altnibutable to these matlers or the impact they may have on the Company’s consolidated results of
operations, financial position or cash flows. This is primarily because these matters are still developing and invelve complex
issues subject to inherent uncerainty. Adverse delerminations in one or more of these matters could have a malenal impact on
the Company's consolidated results of operations, financial condition ar cash flows in a fulure period.

17. Segment Information

The Company’s organization structure and segment reporting is based on the types of services provided. Under this
organizational structure, the Company’s business segments are:

* Risk and Insurance Services, comprising insurance services (Marsh} and reinsurance services (Guy Carpenter); and
* Consulting, compnsing Mercer and Oliver Wyman Group.

With the sale of Kroll in August 2010, along with previous divestiture transactions between 2008 and 2010, the Company has
now divested its entire Risk Consulting and Technology segment. As descnbed in Note 1 to the consalidated financial
statements, based on the terms and conditions of the divestitures of the corporate advisory and restructuring businesses in 2008,
the Company determined it has "continuing involvement” in those businesses, as that term is used in SEC Staff Accounting
Bulletin Topic Se. Therefore classification of CARG as discontinued operations is not appropriate, and their financial results in
the current and prior periods are included in operating income. The run-off of the Company's involvement in the CARG
businesses is now managed by the Company's corporate depariments, and conseguently, the financial results of these
businesses are now included in "Corparate” lor segment reporling purposes.

The accounting policies of the segments are the same as those used for the consclidated financial statements described in Nole
1. The information in the following table excludes the results of Kroll, which are classified as discontinued operations as
described in Note 5. Revenues are aliributed to geographic areas on the basis of where the services are pedormed. Segment
perfommance is evaluated based on segment operating income, which includes directly related expenses, and charges or credils
related to integration and restructunng but not the Company's corporale-level expenses
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Selected information about the Company's operating segments and geographic areas of operation are as follows:

For the Years Ended Operaling Depreciation
December 31, Income Tatal and Capital
{in mithons of dollars) Revenue {Loss) Agzets Amartization Expenditures
2010—
Risk and Insurance
Services $ 5784 (a) $ 872 £ 9,418 & 177 5 144
Consulting 4,835 (b) 129 4,437 113 80
Total Operating
Sagmenls 10,599 1101 13,855 290 224
_ Corporate/Eliminations 49}(c) {162){c) 1,455(d) 23 34
Total Consolidated % 10,550 $ 939 515,310 3 319 $ 258
2009—
Rizk and Insurance
Senvices % 5284 (a) 3 T96 & 8320 S 153 3 147
Consulting 4,608 (b) 405 4 244 114 78
Total Operating
Segments 9,893 1,201 12.564 267 225
Corporate/Eliminations {B2)e) {423)¢e) 2.773(dy 28 36
Tetal Consolidated 5 9831 $ 7B $15.337 5 205 5 261
2008—
Rizk and Insurance
Services % 5466 (a) 5 460 £ 7.704 5 188 5 135
Consulting 5,196 (b 555 4,156 111 113
Total Operating
Segments 10,662 1.015 11,860 208 248
Corporale/Eliminations B8 (c) {336)c) 3,346(d) 28 pitz]
Total Consolidated % 10,730 3 B70 £15.206 5 328 5 337

(@) Includes inter-sagment revenue (57 million in 2010, 318 million in 2009 and $5 million in 2008), interest income on fiduciary
funds (345 million in 2010, 354 million in 2009 and 3139 milkon in 2008) and equity methoed income of (12 million in 2010,
$13 millian in 2008 and $15 million in 2008),

(b) Includes inter-segment revenue (343 millicn in 2010, $45 million in 2008 and 352 million in 2008) and interest income on
fiduciary funds (34 million in 2010, $4 miflion in 2009 and $10 million in 2008)

(c) Includes results of corporate advisory and restructuring business.

(d) Corporate assets primarily include insurance recoveratles, pension related assets, the owned portion of the Company
headquarters building and intercampany eliminations. Also includes assets of discontinued operations and the Corporate
Advisory &nd Restructuring business of $0 million, $1,573 million and 1,887 million in 2010, 2009 and 2008, respectively

Details of Operating Segment Revenue are as follows:

For the Years Ended December 31,

{tn milions of dolars) 2010 2009 2008
Risk and Insurance Services
Marsh $ 4781 $4,363 $ 4632
Guy Carpenter 283 21 B34
Total Risk and Insurance Services 5,764 5,284 5456
Consulting
Mercar 3478 3327 3842
Oliver Wyman Group 1,357 1,282 1,554
Total Consulting 4,835 4 600 5196
Tatal Operating Segments 10,599 9,803 10,652
Corporate/Eliminations (49) {62) 68
Total % 10,550 $ 9,831 % 10,730
83
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Infermation by geographic area is as follows:

For the Years Ended Decamber 31,

{in milkions of dolars) 2010 2009 2008
Revenue
United Stalas $ 4708 $4.438 5 4554
United Kingdom 1,720 1,708 1,820
Continental Eurcpe 1,809 1,788 2001
Agia Pacific 1,067 852 P25
Other 1,295 1.089 1222
10,599 9,893 10,652
Corporate/Eliminations (48) {82} 54
$ 10,550 $ 8,831 § 10,730
December 31,
{in miltions of dofars) 2010 2008 2008
Fixed Assels, Net
United States $ 511 § 55 5 518
United Kingdom 132 147 143
Continental Eurcpe 68 74 82
Asia Pacific 43 41 33
Other 67 73 a7

$ E22 § 850 £ &f3
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(3)
ASC 280
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(7)
AscC 715
AscC 715

i BofxCor porate
AA 15+
2008 12 (15) (a
(b) (c)
2009 12 15

2008 31
19 20009

(8)
AscC 715

205/216



EDINETOOOO
O00DOo00oOo00oo00oo00o0oO0Ooo(Eees921)
oOoOooodn

(9)

AscC 718
2005 12 27 2008 12 26
2006
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(10)
ASC 740
AscC 740
AscC 740
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(11)
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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, 2010 and 2009, and the related consolidated statements of
income, stockholders’ equity and comprehensive income, and cash flows for each of the three years in the period
ended December 31, 2010. These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on the financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit 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 Companies, Inc. and subsidiaries as of December 31, 2010 and 2009, and the results of their
operations and their cash flows for each of the three years in the period ended December 31, 2010, 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, 2010, based on the
criteria established in Internal Control Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission and our report (not presented herein) dated February 25, 2011
expressed an unqualified opinion on the Company’s internal control over financial reporting.

Our opinion is based on the English version of the consolidated financial statements and we do not take
responsibility for the consolidated statements that have been translated into Japanese.

/s/ DELOITTE & TOUCHE LLP
New York, New York
February 25, 2011
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