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OVERVIEW

The New York State Insurance Department (“the Insurance Department” or “NYSID”) retained the services
of RSM McGladrey, Inc. (*RSM McGladrey”) to conduct a review of activities regarding producer
compensation practices of Marsh & McLennan Companies, Inc., Marsh Inc. and their subsidiaries and
affiliates (collectively “MMC” or “the Company”). RSM McGladrey was engaged to monitor and test MMC'’s
compliance with the Settlement Agreement among the Attorney General of the State of New York (the
‘NYAG” or “Attorney General”), NYSID, and MMC, dated January 30, 2005, as amended (“Settlement
Agreement”) and the Stipulation with NYSID, dated January 30, 2005 (the “Stipulation”). A copy of the
Settlement Agreement and Stipulation are annexed to this Report at Appendix A and B. Both the Settlement
Agreement and Stipulation contain identical provisions regarding the business reforms that are the subject
of this examination. For ease of reference, both the Settlement Agreement and Stipulation will be referred to
collectively as the Settliement Agreement.

A. Settlement Agreement

1. Investigation by the New York Attorney General and Superintendent of Insurance

The Attorney General and the Superintendent alleged that MMC “unlawfully deceived its clients by
(a) steering client's insurance business to favored insurance companies, and (b) soliciting fictitious
bids in order to assure that insurance policies were placed to benefit favored insurers.” Settlement
Agreement, p. 1.

2. Terms of the Settlement Agreement

One of the key provisions of the Settlement Agreement is the funding of an account for $850 million
(“Settlement Fund”) for distribution to certain identified policyholders who retained MMC to “place,
renew, consult on or service insurance where such placement resulted in contingent commissions
or overrides.” Procedures for appropriately distributing the settlement funds as well as restrictions
on payments to nonparticipating policyholders or for attorney fees were defined in detail in the
Settlement Agreement.

Additionally, the Settlement Agreement outlined the following business reforms: a) permissible
forms of compensation, b) prohibition of contingent compensation, c) prohibition of “pay-to-play”
arrangements, d) prohibition of “bid-rigging” arrangements, e) prohibition of reinsurance brokerage
leveraging, f) prohibition of inappropriate use of wholesalers, g) mandated disclosures to clients,
h) standards of conduct and training, i) prohibitions against violating New York and federal laws,
and j) establishment of compliance and complaint monitoring procedures.

B. Amendments to the Settlement Agreement

Subsequent to the signing of the Settlement Agreement on January 30, 2005, four separate
amendments were executed to clarify the application of various provisions of the Settlement Agreement
to certain MMC businesses and practices. Key issues addressed in these amendments include the



limitation of the terms of the Settlement Agreement to US domiciled businesses or insured properties
within the US, the application of the Settlement Agreement’s provisions to former subsidiaries,
clarification concerning permissible forms of compensation when the Company acts as a managing
general agent or underwriting manager for a carrier, the ability to charge fees to carriers for specific
services, and the ability of the NYAG and/or NYSID to modify disclosure and reporting requirements
under the Settlement Agreement at their discretion. Copies of the amendments are annexed to this
Report at Appendix C.

Purpose of the Examination

Company management asserted that procedures were established to implement the Settlement Fund
distribution process. In addition, policies and procedures, including discontinuance of the acceptance of
contingent commissions, were represented to have been implemented. In addition, MMC reported the
adoption of compliance practices and related testing to ensure compliance with new policies and
procedures.

Pursuant to the terms of the Settlement Agreement, MMC is subject to annual examination by NYSID
for a period of five years beginning in 2005. The purpose of this examination is to validate the
assertions of the Company and to perform targeted testing procedures of policies and procedures. The
period covered by this examination is from April 1, 2005 to June 30, 2007. The examination was
performed in two phases. In May 2006, RSM McGladrey commenced the review of the period from
April 1, 2005 to December 31, 2005 and returned in November 2007 to review the period from

January 1, 2006 to June 30, 2007. This Report encompasses both reviews. Subsequent to this
examination period, MMC implemented additional compliance procedures in connection with the
requirements of the Settlement Agreement. These new procedures have not been tested, and will be
the subject of the next examination.



BACKGROUND ON MARSH & MCLENNAN COMPANIES, INC., MARSH INC. AND THEIR
SUBSIDIARIES AND AFFILIATES

MMC traces its roots to 1871 when its predecessor was founded in Chicago. In 1905, Burrows, Marsh &
McLennan was formed and a year later it was renamed Marsh & McLennan. Marsh & McLennan
Companies, Inc. (MMC) became a public company in 1962 and is currently listed on the New York, Chicago,
and London stock exchanges.

Today, MMC is a global professional services firm in the areas of risk, strategy and human capital.
Headquartered in New York, MMC is the parent company of Marsh Inc., the insurance broker and risk
advisor (*Marsh”); Guy Carpenter & Company, Inc., the risk and reinsurance specialist (“Guy Carpenter”);
Kroll Inc., the risk consulting firm; Mercer, the provider of human resources and related financial advice and
services; and Oliver Wyman Group, the management consultancy. MMC has more than 55,000 employees
worldwide and annual revenue exceeding $11 billion with clients in more than 100 countries. MMC's
consolidated revenue from continuing operations for 2005, 2006 and the first six months of 2007 was

$10.1 billion, $10.6 billion and $5.6 billion, respectively.! MMC’s Risk and Insurance Services segment,
which includes Marsh and Guy Carpenter, accounted for more than 45% of MMC’s consolidated revenues in
2005, 2006 and the first six months of 2007.

Marsh, Guy Carpenter and Mercer Health & Benefits (Mercer H&B), a subsidiary of Mercer, provide the risk
and insurance services that are subject to the Settlement Agreement. Mercer H&B helps clients design and
implement employee health care and insured group benefit programs.

Marsh is the world's largest insurance broker with 26,000 employees and annual revenues exceeding

$4 billion. It provides global risk management, risk consulting, insurance broking, financial solutions, captive
management and insurance program management services for businesses, public entities, associations,
professional services organizations, and private clients. Marsh is organized by client, industry and risk
categories to address its clients’ needs. For the period of this examination, Marsh'’s Institutional practice
provided services directly to corporations of all sizes, Marsh Advantage America provided services to small
corporations through sponsored programs and industry associations, and Marsh's US Consumer practice
provided services primarily to private clients either directly or through professional associations.

Guy Carpenter, acquired in 1923, is a reinsurance broker that provides risk management services for clients
worldwide. It provides risk assessment analytics, actuarial services and trading relationships with
reinsurance markets throughout the world. Client services also include contract management, claims and
fiduciary accounting. Run-off services and other reinsurance and insurance administration solutions are
offered through Guy Carpenter subsidiaries.

MMC'’s risk and insurance services operations (Marsh, Guy Carpenter, and Mercer H&B) record
compensation through multiple billing systems. Compensation data from these source systems is fed into
each company’s general ledger. Marsh predominantly uses proprietary billing systems to record
transactions at the policy level. Marsh has developed three main billing systems, which are deployed in the
US, Canada, Australia and most of Europe. All other locations have implemented locally developed billing
applications or use third party software.

1 Revenue figures reflect the classification of Putnam, a wholly owned subsidiary of MMC until its sale in the third
quarter of 2007, as a discontinued operation.



Mercer H&B utilizes an internally developed application that was initially developed as a project-based
accounting system, and was enhanced in 2005 to capture policy-level details associated with its health and
benefits-related insurance placements.

Guy Carpenter currently has five proprietary billing systems used globally and is in the process of
implementing one global billing system.



.  PROCEDURES FOR SETTLEMENT FUND DISTRIBUTION

A. Overview

The Settlement Agreement provided for the establishment of a Settlement Fund of $850,000,000,
payable over four years, for policyholder clients in the U.S. (“Eligible Policyholders”) who placed
insurance through MMC between January 1, 2001 and December 31, 2004 (“the Relevant Period”). To
date, approximately 70,000 Eligible Policyholders have elected to receive an aggregate distribution of
approximately $775 million under the Settlement Fund (“Participating Policyholders”). The remaining
amount of approximately $75 million is to be distributed proportionally to Participating Policyholders, or
as otherwise permitted by Paragraph 3 of the Settlement Agreement, on or before the final distribution
on June 30, 2008.

The Settlement Agreement requires the following with respect to the distribution of such Settlement
Funds:

e MMC shall make the following payments into the Settlement Fund on or before each of the
following due dates:
- $255,000,000 by June 1, 2005
- $255,000,000 by June 1, 2006
- $170,000,000 by June 1, 2007
- $170,000,000 by June 1, 2008.

o The distribution of the Settlement Fund to eligible U.S. policyholder clients shall be pursuant to
aformula (the “Formula”) approved by the NYAG.

e On November 1, 2005, June 30, 2006, June 30, 2007 and June 30, 2008, MMC shall pay
proportionally to each Participating Policyholder as much of that Participating Policyholder’s
aggregate share of the Settlement Fund as possible with the monies then available in the
Settlement Fund pursuant to the Formula approved by the NYAG.

B. Company Procedures

Determination of Eligibility

Eligible Policyholders were defined as MMC’s US policyholder clients who retained MMC to place,
renew, consult on or service insurance policies with inception or renewal dates during the Relevant
Period where such placement, renewal, consultation or servicing resulted in contingent commissions or
overrides. MMC earned an estimated $1.645 billion of contingent commission revenue from placing,
renewing, consulting or servicing eligible insurance policies with inception or renewal dates during the
Relevant Period. Eligible participants included US-domiciled policyholder clients and policyholder
clients who retained MMC’s US offices to place, renew, consult on or service insurance. This population
was defined to be the “in scope” population for the determination of the allocation of the Settlement
Fund.




In accordance with the Settlement Agreement and the agreed upon Formula, MMC developed a
methodology (the “Methodology”) to allocate the Settlement Fund to Eligible Policyholders. The
Methodology involved the creation of a database ("the Database”) containing over four million
transactions of client coverage information, premium data and related contingent commission data for
each client that met the “in-scope” definition. The Database was used to aggregate information from the
systems of the relevant business units within MMC, i.e., Marsh, Mercer H&B, Guy Carpenter and those
international operations that (i) recorded contingent commission during the Relevant Period and (ii)
have “in-scope” policyholders.

Duties and Responsibilities of Consulting Firms

MMC engaged the forensic accounting groups of Ernst & Young and Kroll Lindquist Avey (“*KLA”) to
separately review the Methodology, test the eligibility of policyholders and the accuracy of the
calculations and statements, reconcile the attributed contingent commissions to audited financial
statements and perform additional quality assurance assessments of the Settlement Fund allocations.

MMC retained the Garden City Group (“GCG”) to administer payments to Participating Policyholders,
calculate the payout amount at each required installment using the Formula, oversee the mailing of
notices to Eligible Policyholders, distribute the settlement funds to Participating Policyholders, follow-up
on mailing issues and maintain all correspondence with the Participating Policyholders.

Formula for Determining Settlement Fund Distribution Amounts

A general formula, approved by the NYAG, was developed to calculate the settiement fund distribution
amount for each Eligible Policyholder. Subsequent to the calculation of the Settlement amounts but
prior to mailing the settlement offers, the NYAG and NYSID agreed with MMC that Eligible
Policyholders whose settiement amount was less than a de minimis amount of US $10 would not
receive a payment. These settlement funds were reallocated to all other Eligible Policyholders on the
basis of their relative settlement amounts. The NYAG and NYSID approved the form of the notice that
MMC sent to Eligible Policyholders.

Collection of Client, Policy, Premium and Contingent Commission Information

Wherever possible, MMC used information provided by the insurance carriers that paid contingent
commissions to identify which clients, policies or premiums contributed to a given contingent
commission arrangement. Where carrier information was not available, MMC used premium information
maintained in its billing/accounting systems when available, along with a review of contingent
commission agreements. The methodology used was as follows:

»  MMC conducted a search for, and collected all available contingent commission agreements.

»  MMC reviewed each agreement to determine which business units or MMC office(s) were covered
by the agreement, the effective dates of the agreement, the lines of business covered by the
agreement and any other relevant information.

» Toensure only clients whose premium contributed to a contingent commission were included,
MMC removed premiums for lines of business that the carriers did not count towards a contingent
commission.

»  Once the inapplicable lines of business were removed, the contingent commission was attributed
to the remaining premiums.

+ Thisinformation was entered into the Database.



Compilation Database

The Database contains details of all clients, policies and premiums that contributed to each contingent
commission arrangement. Each contingent commission was allocated among the clients on a pro rata
basis based on each client’s premium volume compared to the total gross premium that contributed to a
given contingent commission.

Settlement Allocation

The Database information was grouped by client. As noted above, with the approval of the NYAG,
clients with a de minimis total aggregate settlement amount of less than ten dollars were removed and
the de minimis amounts reallocated to remaining participants on a pro rata basis in November 2005,
Certain adjustments, modifications and alternative methods were performed based on the data
available within the various business units. The list of clients and amounts to be offered was submitted
to the NYAG. Approval was obtained to proceed with the distributions.

Notification and Acceptance Process

On May 10, 2005, MMC provided the NYAG and NYSID with a complete set of the notices to be sent to
Eligible Policyholders. On May 20, 2005, GCG sent approximately 135,000 notices and settlement
offers to all Eligible Policyholders. Eligible Policyholders who wished to participate in the Settlement
Fund were required to return a release form to GCG. Policyholders eligible to receive approximately
90% of the $850M settlement fund elected to participate.

Settlement Fund Distribution Process

Participant checks are printed and mailed by GCG'’s subcontractor, NCP Solutions (“NCP"), which is
provided with all check information at the time of distribution. GCG's Quality Assurance Department is
involved in the supervision of this process.

Bank reconciliations for the Settlement Fund are performed by GCG's Banking Administrator. The
details of the checks distributed are maintained in GCG's database, and details of paid checks are
downloaded from the bank on a daily basis. The Settlement Fund is held in a non-interest bearing
account.

In the third and fourth quarters of 2007, MMC's internal audit department (“Audit & Control”) performed
an audit of the Settlement Fund distribution process, which included a recalculation of all payments to
date for a sample of participant disbursements, verification of participants that opted out after the first
payment, and late opt-in participants. No material issues were identified in their testing.

The Company’s external auditor confirms information disclosed by MMC in its financial statements
regarding the Settlement Fund (including amount paid in, amount paid out, and the total number of
Participating Policyholders) on an annual basis via a confirmation process with GCG.

Review and Significant Observations

The Settlement Agreement requires that MMC distribute a total of $850 million in four installments to its
Participating Policyholders in accordance with an approved formula. Examination procedures of inquiry,
observation and testing were applied to the MMC Settlement Fund determination of eligibility, offer,
acceptance and distribution processes. This part of the examination was intended to evaluate whether
MMC and its third party representatives were reasonably diligent, conscientious and comprehensive in
implementing the required Settlement Fund distributions.



Data Collection and Determination of Eligibility

RSM McGladrey performed an evaluation of the Settlement Fund allocation and distribution
procedures through discussions with management and review of KLA’s workpapers regarding
procedures instituted by MMC to determine the eligible class of policyholders. Statistical sampling
was performed by KLA to verify the eligibility of policyholders identified to receive settlement offers.
Following independent review and testing by RSM McGladrey, KLA's work was used to conclude
that the determination of Eligible Policyholders identified by MMC was reasonable and appropriate.
KLA performed extensive testing to validate that the source system transaction data used to
identify policyholder level information was reasonably accurate. KLA performed a reconciliation of
the total Market Service Revenue ("‘MSR") that represented contingent commissions to the MMC
financial statements (General Ledger and 10K) over the period of 2001 through 2004 to determine
that all MSR was identified. No material difference was noted.

RSM McGladrey tested the eligibility of 27 policyholders by testing attributes such as policy
effective dates, subject premium, line of business, MSR attributable to the policyholder, and the
existence and review of a Market Service Agreement (“MSA") that identified the amount of
contingent commissions due MMC.

Application of Calculation

RSM McGladrey tested that the terms of the MSA supported MMC's calculation of the distribution,
including the MSR percentage used by MMC, lines of business covered/included, the effective and
termination dates of the MSA, and other provisions as applicable. RSM McGladrey then
recalculated the offer amounts to verify that they were calculated in accordance with the approved
formula. RSM McGladrey reviewed the revised distribution amounts (inclusive of de minimus
amounts) to establish the accuracy of the distribution amounts to the policyholders and reviewed
the policyholder settlement statement to ensure that the calculations were accurately reflected.

The examination also included review of the treatment by MMC of certain issues as they relate to
the settlement offer calculations and distributions, ensuring that such treatment was reasonable
and consistent with the procedures and methodologies approved by or discussed with NYSID.
These included an amount relating to MSR received which could not be attributed to policyholders
that was set aside should a policyholder submit a claim for a distribution. MMC also estimated
premiums for clients subject to direct billing by insurers.

Distribution and Reconciliation Procedures

Allocation of the installment payments to participating policyholders was calculated based upon a
percentage of the original offer amount. RSM McGladrey obtained details of each distribution by
participant and was able to reconcile the total distribution to the amounts required by the
Settlement Agreement. Testing included a review of internal audit work and a sample of 25 client
distributions. Offer letters were reviewed to determine that consistent and proper allocations of the
Settlement Fund were made. Supporting records reviewed include the releases signed by the
clients to verify the classification of policyholders as “participating” or “nonparticipating” and
cancelled checks to verify payment. There were certain instances where payments to foreign
entities required tax withholding. Based on our review, the allocations and distributions appear to
have been properly completed.



Of the $680 million distributed to date, less than one percent ($5.5 million) was returned as
undeliverable or the distribution check remains uncashed. These amounts are retained in the
Settlement Fund to provide for any claims resulting from checks that were expired or lost by the
policyholder. RSM McGladrey reviewed GCG's process to follow-up on uncashed or returned
distribution checks. After the first distribution, follow-up procedures were limited to participants with
checks greater than $1000 due to the large volume of uncashed checks. This process appears
reasonable.

RSM McGladrey reviewed the MMC Internal Audit report on the first three distributions of
settlement funds. The report indicated no exceptions were found in the distributions tested,
however, it recommended that GCG document its calculation procedures and obtain approval of
such procedures from MMC to ensure future distributions are completed in accordance with the
Settlement Agreement. We concur with this recommendation.

4. Settlement Fund Sample Testing

As of the date of this Report, MMC was required to pay installments to the Settlement Fund of
$255 million each on June 1, 2005 and 2006 and $170 million on June 1, 2007. A final installment
of $170 million will be funded on June 1, 2008. The Settlement Agreement required that these
amounts be distributed to Participating Policyholders on November 1, 2005 and June 30 of each
following year through 2008. RSM McGladrey tested, through examination of Settlement Fund
bank statements and review of external auditor workpapers, that the amounts were funded.
Payments were each made by the date that they were due.

5. Changes in the Population of Participating Policyholders

Policyholders submitting a release after the original deadline were allowed to participate in the
Settlement Fund. The initial distribution to new participants was made at the time of the next
scheduled distribution to all participating policyholders and was adjusted such that their initial
distribution was proportional to the cumulative distributions to date of existing participants. For a
sample of new participants, RSM McGladrey reviewed documentation of the original offer and
acceptance and recalculated the distribution payments. No exceptions were noted.

Twenty-one policyholders who initially elected to participate in the Settlement Fund were noted to
have been removed from the distribution allocations subsequent to 2005. RSM McGladrey
reviewed communications from a sample of former participants verifying their intent to withdraw
and noted that two former participants (with settiement offers of less than $100 each) were
removed with no documentation of their (or their representatives’) intent to withdraw from the
Settlement Fund. Subsequently, GCG and MMC determined that these participants, who could not
be located, should be returned to the Settlement Fund, with past and future distributions treated as
unclaimed property. This process appears reasonable under the circumstances.

D. Summary

As of the date of this Report, all of the installments of the Settlement Fund distribution required by the
Settlement Agreement have been made with more than 99% of the checks presented to the bank. It
appears that MMC used a reasonable approach to allocate the Settlement Fund. Based upon testing
performed, there was substantial compliance with the terms of the Settlement Agreement.



IV. COMPLIANCE PROCEDURES - TRANSACTIONAL POLICIES & PROCEDURES

A. Overview

The Settlement Agreement includes client disclosure and consent requirements. Specifically,
Paragraph 8 of the Settlement Agreement permits MMC to accept commissions only if, before the
binding of any policy, MMC discloses and the client consents in writing to all anticipated commissions.
Paragraph 14 requires disclosures about MMC's use of wholesalers, and Paragraph 15 mandates that
MMC disclose to the client all quotes and indications sought and received and the compensation
anticipated by MMC in connection with insurance policy placement, renewal, consultation or servicing.
Paragraph 15 also requires MMC to disclose its equity interests in or contractual agreements with
insurers.

The Settlement Agreement also includes a number of provisions describing business reforms required
of MMC. Paragraph 9 of the Settlement Agreement prohibits MMC from “directly or indirectly accept[ing]
any thing of material value from an insurance company including, but not limited to, money, credits,
loans, forgiveness of principal or interest, vacations, prizes, gifts or the payment of employee salaries or
expenses.” Paragraphs 10 and 11 prohibit MMC from directly or indirectly accepting or requesting any
contingent compensation or any compensation for “pay-to-play” arrangements. Paragraph 12 prohibits
MMC from knowingly participating in any “bid rigging” arrangements, and Paragraph 13 prohibits MMC
from engaging in reinsurance brokerage “leveraging.” These prohibitions are generally intended to
prevent steering to a particular insurer.

The Settlement Agreement also includes extraterritoriality provisions governing the applicability of the
Settlement Agreement to MMC's business outside the US.

B. Company Procedures

Transparency and Disclosure

To address the above requirements, MMC organized a task force in February 2005, comprising senior
business leaders, compliance, training, technology and legal personnel (the “Task Force”). The Task
Force considered how to apply these requirements to the different business practices within MMC and
developed and field-tested MMC'’s core Transparency Standards for Insurance Transactions (the
“Transparency Standards”). The Transparency Standards included MMC's “Policy on Transparency in
Providing Client Insurance Services,” more detailed procedures on insurance placement and client
disclosure and sample disclosure documents for use by MMC employees.

MMC'’s Transparency Standards were first published and became effective April 1, 2005. Prior to the
effective date, they were communicated to MMC employees through a variety of media that included
online training, conference calls, websites, written materials and posters.
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On November 21, 2005, MMC issued a second edition which incorporated Amendment 1 to the
Settlement Agreement (see Appendix C), clarified the application of the Transparency Standards
outside the US, clarified the time limit for obtaining the client’s written consent in emergency situations,
and contained improved disclosure forms. On December 21, 2006, MMC adopted the third edition,
incorporating the terms of further amendments to the Settlement Agreement relating to MMC’s role as a
managing general agent and further clarifying MMC’s requirements for insurance transactions placed
by employees located outside the US.

In 2006 and 2007, MMC took the following steps to apply the Transparency Standards to its operating
companies:

e Marsh implemented a set of “SmartForms” that was linked to all the transparency forms and
developed an employee communication called “Transparency Simplified” that included
guidance on transparency and disclosure.

e Mercer H&B implemented a web-based Policies & Procedures Guide for Transparency and
launched a related program called “TurboTransparency” to help facilitate employee
compliance through greater automation and business alignment.

e  Guy Carpenter updated its portal-transparency web page, providing all Guy Carpenter
employees with on-line access to transparency policies and documents. Guy Carpenter also
designed and sent its global reinsurance disclosure and consent letter to all treaty and
facultative clients, while the related procedures were rolled out to employees.

Financial Controls

In mid-2005, MMC implemented financial controls over the processing of compensation from insurers to
prevent the inadvertent receipt of contingent compensation prohibited by the Settlement Agreement. In
the US, MMC began logging all receipts that could not be matched to an open receivable and returned
such receipts to the carrier if such receipt was determined to be a contingent or other prohibited form of
compensation.

MMC also implemented billing processes starting in 2005 to prevent the collection of commissions on
transactions where the necessary disclosures and written consent had not been obtained. Marsh’s
finance centers require its billers to obtain a signed authorization to bind prior to invoicing the client.
This process was further modified in 2006 when Marsh introduced central invoicing units, which
reduced the number of billers and provided for segregation of duties between Marsh'’s client-facing
teams and its billers. Mercer H&B and Guy Carpenter added similar procedures in 2006 to verify timely
client consent before commission revenue is posted to each respective company’s financial systems.

Controls were implemented in each operating company in 2006 through standardized invoice
disclosures and other client communications relating to MMC's retention of interest on premiums for
businesses that collect premiums on behalf of insurers.

Policies on the Acceptance of Gift and Entertainment

To ensure compliance with Paragraph 9 of the Settlement Agreement, Marsh, Mercer H&B and Guy
Carpenter issued similar policies governing the acceptance of gifts and entertainment from clients,
insurers and intermediaries (“G&E” policies). In the second quarter of 2006, Marsh, Mercer H&B and
Guy Carpenter sought certifications from their US employees that each employee was in compliance
with his or her respective G&E policy for the period July 1, 2005 through March 31, 2006.
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In 2007, Marsh, Mercer H&B and Guy Carpenter updated and harmonized their respective G&E policies
and issued internal communications to apprise their personnel of the G&E policies and to reinforce the
need to comply. Marsh and Guy Carpenter reissued their updated policies in 2007, and Mercer H&B
developed and posted online training and frequently asked questions. For the period April 1, 2006
through June 30, 2007, Marsh and Mercer H&B sought certifications from all of their senior leadership
team and a random sample of US employees, and Guy Carpenter sought certifications from all of its US
employees.

Review and Significant Observations

Transparency and Disclosure

RSM McGladrey initially reviewed and analyzed policies and procedures and related documentation
provided by MMC to address disclosure and transparency requirements imposed by the Settlement
Agreement for the period ending December 31, 2005. RSM McGladrey also interviewed MMC
compliance staff and selected local office personnel at each of the operating companies, Marsh, Mercer
H&B and Guy Carpenter, to assess their understanding and implementation of the required policies and
procedures.

Updated information and related communications were obtained for the period from January 1, 2006
through June 30, 2007 to assess the Company’s progress in implementing and expanding its
transparency and disclosure policies and procedures. This included a review of current Transparency
Standards as well as the related compliance forms and documents used to demonstrate compliance
with the required business reforms covering disclosure and transparency with clients. RSM McGladrey
completed additional reviews and conducted interviews at local offices of the three operating
companies to assess progress in the field.

In 2005, MMC provided their brokers with the general principles brokers should be following in the
insurance placement process. A sample of policies placed by MMC during the period April 1, 2005
through December 31, 2005, revealed that brokers were not sufficiently documenting the
communication of the placement strategy with their clients. The files reviewed indicated that brokers
were not consistently obtaining acknowledgement of the terms under which insurance quotes would be
obtained and whether “last looks” by incumbent carriers would be permitted. RSM McGladrey's review
of selected placement files for the period January 1, 2006 through June 30, 2007 noted that MMC has
improved documentation of the client's acknowledgement of the placement strategy taken by MMC.
The documentation improvements included the use of the MMC Transparency Standard tools identified
in the previous section.

Financial Controls

RSM McGladrey performed a detailed review of the external auditor workpapers of Marsh for the period
January 1, 2005 through December 31, 2006, for evidence of revenue recognition controls testing and
conclusions reached. Although appropriate controls had been designed to address issues noted in
2005 regarding Marsh’s revenue recognition processes, in the 2006 audit, the external auditor
determined that the control procedures within Marsh'’s centralized invoicing unit relating to obtaining
client consent to compensation prior to revenue recognition were not being executed as designed. The
external auditors confirmed this condition did not exist for Mercer H&B and Guy Carpenter. This issue
directly affects the billing controls established to ensure all placements comply with the transparency
policies and procedures MMC adopted to address the business reforms under the Settlement
Agreement. According to the external auditors, this issue was remediated in 2007. Testing to determine
whether MMC has fully remediated this issue will be conducted during the next examination.
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Gift Policies and Certification Process

RSM McGladrey reviewed and evaluated “Marsh Inc. Policy on the Acceptance of Gifts and
Entertainment from Clients or Suppliers,” “Marsh Gift & Entertainment Policy Frequently Asked
Questions,” “Marsh Gift and Entertainment Quick Guide,” “Mercer H&B Policy on Gifts and
Entertainment,” “Mercer H&B Gift & Entertainment Frequently Asked Questions’, “Mercer H&B Gift &
Entertainment Policy Training,” and the “Guy Carpenter & Company, Inc. Code on the Acceptance of
Gifts and Entertainment’. RSM McGladrey also reviewed MMC'’s “Code of Business Conduct and
Ethics’, its various codes of professional conduct, and other written standards and policies and
procedures related to the following areas identified in Paragraph 16 of the Settlement Agreement
(collectively, “Business Conduct”): business ethics, professional obligations, conflicts of interest, anti-
trust and trade practices.

A review and evaluation of MMC’s compliance with its G&E Policies, including an examination and
testing of certifications, reports or logs generated as a result of procedures implemented by MMC in
2006 to monitor compliance with MMC's Gifts and Entertainment Policies, was not completed during the
2005 examination, and was deferred to the 2006 examination.

RSM McGladrey obtained and reviewed the Marsh, Mercer H&B and Guy Carpenter gift certifications
for the July 1, 2005 through March 31, 2006 certification and the April 1, 2006 through June 30, 2007
certification. After validating the population of certifications for completeness, a judgmental sample of
ten gift certifications (comprised of three Marsh, four Mercer H&B and three Guy Carpenter employee
gift certifications) for the April 1, 2006 through June 30, 2007 certification period was made by RSM
McGladrey. Testing was conducted to determine the effectiveness of MMC'’s G&E Policies and the gift
certification process. Testing procedures included the following:

a. Evaluated policies and procedures developed and implemented to identify and monitor the
receipt of gifts and entertainment by employees from insurers.

b. Obtained and reviewed information concerning employees who failed to respond to gift
certifications, employee certifications with exceptions, violations to the G&E policies and
evaluated the actions taken by MMC for both the July 1, 2005 through March 31, 2006 gift
certification and the April 1, 2006 through June 30, 2007 gift certification.

¢. Evaluated a sample of ten employee gift certifications selected from the April 1, 2006 through
June 30, 2007 certifications for compliance with MMC's G&E policies.

Marsh and Mercer H&B do not require their employees to keep records of all gifts and entertainment
received from insurers, and Guy Carpenter does not require its employees to keep records of all gifts
and entertainment received from markets or suppliers. It is recommended that MMC require its
employees to keep records of all gifts and entertainment received from insurers, markets or suppliers in
order to accurately certify compliance with the G&E policies.

RSM McGladrey's review of exceptions to the gift certification policy noted instances of employees
accepting gifts and/or gift certificates over the $100 limit from insurers in the period from April 1, 2006
through June 30, 2007. Review of these exceptions indicated instances where the gifts were neither
returned to the insurers nor declined. Instances of travel related expenses being paid by insurers were
also noted. Gifts and travel-related expenses that have been determined as prohibited in MMC's gift
and entertainment policies should not be accepted.
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Seven instances were noted where employees were requested to certify and did not respond as to
compliance with the gift policy for the period July 1, 2005 through March 31, 2006. Follow-up for these
certifications was performed by MMC but they were never obtained for this period. If still employed and
client facing, these employees were included in the sample of certifications for the period April 1, 2006
through June 30, 2007. For certifications for the period April 1, 2006 through June 30, 2007, there was
one individual who did not certify and one individual whose response needed clarification, both of which
MMC did not obtain until requested by RSM McGladrey.

Documentation of follow-up procedures and resolution of gift certification exceptions for the period

July 1, 2005 through March 31, 2006 were not documented on a consistent basis. MMC should clearly
document the follow-up procedures conducted, disciplinary action taken (if applicable) and resolution of
all gift certification exceptions.

Placement Files Sample

RSM McGladrey selected a sample of 20 placements in 2005 from Marsh, Mercer H&B and Guy
Carpenter to test compliance with the Transparency Standards adopted to comply with the business
reforms. Certain documentation deficiencies were noted involving client consent or acknowledgement
of placement strategies and to a lesser extent the timely receipt of client authorizations to bind
coverage and related consent compensation.

Ten placements were reviewed from 2006 and 2007. It was noted that the process was applied more
consistently in this period. The Company's Transparency Standards appear to have been uniformly
applied with the introduction of the transparency forms and related documentation.

The placement process also includes reviewing quotes and declinations received from carriers. The
Company has a policy and a related form to disclose all quotes and declinations to the client. An
internal checklist is also used to ensure the accuracy of documents being presented to clients. Testing
revealed that this process was consistently applied. File documentation of all quotes, declinations and
non-responses appear to conform to the Company’s transparency policies.

Summary

The client’s instruction to bind coverage is an important part of the placement process. This written
document confirms that the client's request matches the placement strategy implemented by the broker.
Testing disclosed that the Company obtained the “order to bind coverage” documentation from clients
in 100% of the files reviewed.

The Settlement Agreement states that the Company must obtain the client's consent to compensation
in writing prior to binding. Testing revealed that the Company obtains the consent to compensation prior
to binding coverage. The Company’s process to obtain the consent to compensation prior to binding
complies with the terms of the Settlement Agreement.

The placement sample selected was examined for disclosure of interest earned on premium funds held
by the broker, wholesaler and/or premium finance arrangements. All of the files examined include the
appropriate disclosure involving interest earned on premium deposits. The sample included one file that
utilized a wholesaler and one file that involved a premium finance company. In each cass, the
appropriate disclosures were presented to the client prior to binding the policy.
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In addition, RSM McGladrey reviewed the placement files to determine whether MMC requested or
accepted inappropriate contingent commissions, was involved in pay-to-play arrangements, bid-rigging
arrangements, steering, or inappropriate use of wholesalers. The review of the selected placement files
did not reveal evidence that these activities occurred.

Testing performed to determine whether MMC had established policies and procedures to prohibit the
receipt of gifts and entertainment from insurers disclosed a process by which MMC monitors this
prohibition through a periodic certification process of selected employees. Improvements are necessary
in this area as it relates to documentation of exception resolution and enforcement. It is recommended
that MMC strengthen compliance with the nonacceptance of gifts in excess of $100 in the aggregate
from insurers.

Overall, the Company’s policies and procedures are in substantial compliance with the business
reforms required by the Settlement Agreement.
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V.

COMPLIANCE PROCEDURES - TRAINING

A. Overview

Paragraph 16 of the Settlement Agreement requires MMC to implement written standards of conduct
governing the compensation it receives from insurers and provide training to relevant employees on its
standards of conduct, including training in business ethics, professional obligations, conflicts of interest,
anti-trust and trade practices compliance, and record keeping.

Company Procedures

Training Curriculums

MMC deployed two distinct training curriculums. The content of the Business Conduct curriculum
addresses the five business conduct topics required by the Settliement Agreement (i.e., business ethics,
professional obligations, conflicts of interest, antitrust and trade practices compliance and record-
keeping). The Business Practices curriculum addresses the mechanics and practical application of
placing business in a manner that complies with the requirements of the Settlement Agreement.

Identification of Employees Required to Receive Training

MMC's definition of a “relevant employee” initially included all U.S. and international employees of
Marsh, Mercer H&B and Guy Carpenter who were licensed brokers, corporate officers, client-facing,
and/or involved in invoicing or handling client funds as of February 1, 2005. MMC also considered all
members of its Legal, Audit & Control and Compliance departments as relevant employees who were
required to receive the training mandated by the Settlement Agreement.

In 2006, Marsh extended the definition of relevant employees required to complete the “Business
Conduct Training” to include all non-clerical employees in the U.S. Guy Carpenter extended this
definition to include all employees worldwide.

In late 2007, after further clarification on the implications of Amendment Number 1 regarding the
extraterritorial application of the Settlement Agreement, Marsh and Mercer H&B's definition of relevant
employees outside the U.S. who were required to complete MMC's five course “Business Conduct
Training” was refined to include only employees involved in activities within the scope of the amended
Settlement Agreement.

Online Introductory Training Completed within 60 Days of Implementation of the Settlement Agreement
MMC deployed its “Business Practices Training” for all U.S. relevant employees commencing in March
2005. The “Business Practice Training” addressed the practical elements of implementing the business
practices required effective April 1, 2005. Refresher training on business practices has been delivered
regularly since then on an as needed basis. In March 2005, MMC also deployed online “Business
Conduct Training” that addressed the five specific topics required by the Settlement Agreement.
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According to MMC, by April 1, 2005, approximately 12,000, or 99%, of MMC'’s U.S. relevant employees
completed an introductory online Business Practices and Business Conduct Training course on the

five standards of conduct required by the Settlement Agreement. This one-hour introductory course was
developed internally with input from senior MMC and operating company compliance and training
personnel, and from internal and outside counsel.

Instructor- Led Business Practices Training Completed Since April 1, 2005

After the implementation of MMC's Transparency Standards, throughout the remainder of 2005 and in
2006, in-depth instructor-led Business Practices Training was provided by senior compliance personnel
within Marsh, Mercer H&B and Guy Carpenter to personnel in each office, including client-facing
employees, local professional standards officers and compliance process managers. Instructor-led
refresher Business Practice Training on MMC's Transparency Standards has also been provided to
relevant employees as needed since then, by compliance monitoring personnel and/or zone or regional
compliance officers within each operating company.

Online Business Conduct Training Completed Since April 1, 2005

In the second quarter of 2005, MMC retained an outside vendor, LRN, to provide two in-depth online courses
in business ethics and conflicts of interest. MMC also developed three courses internally on antitrust, record
keeping, and professional obligations in collaboration with outside counsel. These five courses were initially
developed in English and released in the fourth quarter of 2005 in the U.S. Translations were completed for
these five courses in thirteen other languages and rolled out to employees in the rest of the world
commencing in the second quarter of 2006.

According to MMC, by December 31, 2006, more than 96% of MMC's global relevant employees had
completed MMC's online Business Conduct Training program comprising these online courses on the
five standards of conduct. These five courses take approximately four hours to complete, and require
correct answers to all 10 questions at the end of each course to be considered complete. In the second
quarter of 2007, these quizzes were randomized for the two courses developed by LRN. According to
MMC, by June 30, 2007, approximately 21,600 of MMC's current global relevant employees, or 98%,
had completed this in-depth training.

Business Conduct Training for New Hires

In 2006, Marsh, Mercer H&B and Guy Carpenter modified their new hire procedures to ensure that new
non-clerical employees were informed of the need to complete MMC's Business Practices and
Business Conduct Training. Marsh, Mercer H&B and Guy Carpenter initiated “catch up” waves of
training to reach relevant employees hired during the examination period.

Maintenance of Training Records

Records for all online training are maintained by KnowledgePlanet/Mzinga, an outside vendor and
provider of learning solutions and services. These records include the training history for every online
course taken by every MMC employee, including the date and time of completion. MMC can query
these records or otherwise obtain reports on training completion as required. Regular reports of this
nature were obtained during MMC'’s efforts to ensure that all relevant employees successfully
completed all five courses in the mandatory Business Conduct Training program. KnowledgePlanet
also serves as a central repository for all on-line training materials used to train MMC personnel.
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Consequences for Employees Who Did Not Complete the Required Business Conduct Training

Any employees who did not complete MMC’s Business Conduct Training in a timely manner were
contacted by senior compliance personnel, and were ultimately reported to their business leaders for
follow up.

Review and Significant Observations

RSM McGladrey reviewed and analyzed the training programs developed and implemented by MMC to
ensure compliance with the terms of the Settlement Agreement. The review included an evaluation and
testing of the factors used to determine relevant employees to be trained and the accuracy of the
resulting lists, and an analysis of the effectiveness of training and course content related to the
requirements of the Settlement Agreement.

Tests of Relevant Employees

RSM McGladrey reviewed training records for a sample of 20 employees who had been designated by
MMC as relevant employees and determined that one employee hired in November 2006, after Marsh’s
last “catch up wave” of training, had not completed the required training.

RSM McGladrey performed a judgmental review of a listing of employees who had not been trained.
Based on areview of job titles, it appears that MMC's definition of a relevant employee is appropriate,
but that certain relevant employees were not yet trained.

Training Course Content

RSM McGladrey performed a judgmental review of the training presentations used during the
examination period and the materials reviewed provided sufficient information to employees of the five
standards of conduct required by the Settlement Agreement.

Business Conduct Training for New Hires

RSM McGladrey observed that in the fourth quarter of 2006, Marsh, Mercer H&B, and Guy Carpenter
initiated “catch up” waves of training to identify relevant employees hired after February 2005. MMC
had not completed training of all relevant employees as of June 30, 2007. MMC has represented that
training of those employees hired through June 30, 2007 has continued, which will be tested in the next
examination.

New Hires Who Did Not Complete Training Within the Required Time Period

RSM McGladrey obtained a listing of new hires that did not complete the required training within thirty
days (Marsh and Mercer H&B) or ninety days (Guy Carpenter) from the date of notification of the
requirements. A review of the job titles on these listings indicated employees who would be classified
as relevant employees had not completed the training timely.

Disciplinary Action for Non-Completion of Mandatory Compliance-Related Training

RSM McGladrey observed that there are no consequences for MMC personnel failing to complete the
compliance-related training programs beyond the receipt of follow-up emails, telephone calls and/or
personal visits from Compliance personnel intended to impress upon the individual the need to
complete the training. A formal proposal for consequences relating to non-timely completion of training
has been developed for all operating companies and is currently under consideration by MMC
management.
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Mechanisms to Prevent Improprieties in Completion of Online Compliance-Related Training

All relevant employees must achieve a quiz score of 100% in order to be credited with completion of the
five course online Business Conduct Curriculum. RSM McGladrey noted that certain enhancements
have been made to the mechanisms in place to prevent improprieties in the completion of the quiz.
Specifically, the questions and answers were randomized for the two courses developed by LRN
(Ethics and Conflicts of Interest) to reduce the potential that employees could receive assistance from
other employees when completing the online training. The three remaining courses include a validation
quiz and access to each course is password protected.

Incorporation of MMC Gifts and Entertainment Policies into Training Program

RSM McGladrey noted that Mercer H&B incorporated the Gifts and Entertainment policy into its formal
training programs by including it in the mandatory Compliance and Professional Standards course, and
also included access to Gifts and Entertainment training on its intranet site. However, the Gifts and
Entertainment Policy has not been incorporated into Marsh and Guy Carpenter formal training
programs.

Evaluation of Effectiveness of Instructor-Led Training Programs

MMC does not require the use of reviews, quizzes or tests to evaluate the effectiveness of its trainers
for its instructor-led Business Practices Training. Instead, the effectiveness of this training is measured
by the compliance monitoring scores achieved in each business/practice. By the second quarter of
2007, Marsh, Mercer H&B and Guy Carpenter all achieved overall compliance monitoring scores in
their core US businesses of >95%. Mercer H&B used feedback evaluations for its mandatory national
instructor-led train-the-trainer sessions that were rolled out in 2006 and 2007 .

Summary

Testing indicated that MMC has developed processes to provide training to relevant employees on its
standards of conduct, including training in business ethics, professional obligations, conflicts of interest,
anti-trust and trade practices compliance, and record keeping.

It is recommended that MMC continue to implement procedures to identify all relevant employees and
to complete training of Marsh employees hired after October 2006.

MMC has reasonably complied with the terms of the Settlement Agreement in relation to its training
requirements.
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VI. COMPLIANCE PROCEDURES - ANNUAL DISCLOSURES

A. Disclosure Requirements

Annual Client Disclosure Requirements

Paragraph 15 of the Settlement Agreement requires MMC “to disclose to each client at the end of each
year all Compensation received during the preceding year or contemplated to be received from any
insurer or third party in connection with the placement, renewal consultation on or servicing of that
client's policy.”

Annual Report to Superintendent

Paragraph 22 of the Settlement Agreement requires MMC'’s Board of Directors to file annual reports
with NYSID which include the amount of each form of Compensation received by MMC from each
insurer with which it placed insurance during the preceding year.

MMC'’s Board of Directors has filed two Annual Reports to Superintendent for compensation received in
2005 and in 2006. These reports were provided to NYSID in March 2006 and May 2007, respectively.
The 2007 Annual Report to Superintendent is due for submission to NYSID in May 2008.

B. Company Procedures

Annual Client Disclosure Letters

Compensation Disclosed in the Annual Client Disclosure Letters

The revenue disclosed in Marsh’s 2005 and 2006 annual disclosure letters to clients in its US
Consumer and Advantage America (a partial self-insurance program) business segments, was reported
on a billed basis for transactions that Marsh invoiced to clients and on a cash basis for direct bill
transactions. Mercer H&B's annual client disclosure letters were issued on a calendar year cash basis,
and included all in-scope compensation earned in the U.S. Guy Carpenter completed its annual client
disclosure letters on a calendar year accrual basis to all of Guy Carpenter’s in-scope clients worldwide.

How the Data was Compiled and Validated Before Mailing

For Marsh, Mercer H&B, and Guy Carpenter, compensation data was gathered from each entity’s main
billing systems and aggregated into a centralized annual client disclosure database for each entity by
annual disclosure teams in each entity, with assistance from finance personnel who validated the total
compensation being reported. Marsh and Guy Carpenter requested assistance from their
brokers/account executives to validate the client contact information and compensation data, while
Mercer H&B validated the contents of its annual client disclosure letters primarily through a review
performed by its finance personnel and by Mercer H&B's compliance process managers; Mercer H&B
then forwarded a copy of the final drafts of the disclosure letters to its consultants/brokers for a final
acouracy review.
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How the Mailings were Conducted and Controlled

Mercer H&B and Guy Carpenter mailed their annual client disclosure letters centrally in-house; Marsh
predominantly used third party vendors to transmit the disclosure letters to its clients. In all cases, client
letters were mailed via the U.S. Postal Service. Logs were maintained of any returned mail, so that
suitable follow-up efforts could be undertaken to ensure such mail was appropriately resent. In addition,
copies of each letter were retained and maintained electronically in-house and/or with MMC'’s third party
vendors.

Testing of the Process by MMC's Internal Audit Group

In 2007, MMC Audit & Control performed audits of the annual client disclosure process used by Marsh
US Consumer, Marsh Advantage America and Mercer H&B when issuing their 2006 annual client
disclosure letters. No significant issues were noted in these audits.

Disclosures Completed in 2006 and 2007
Annual client disclosures were completed in 2006 and 2007 for 2005-2006 to all of the clients of Guy
Carpenter, Mercer H&B, Marsh US Consumer and Marsh Advantage America businesses as follows:

Approximate
Number of Clients
Receiving
MMC Business Segment | Period Disclosed Completion Date Disclosure
Guy Carpenter 2005 April 2006 900
2006 Sept 2007 900
Mercer H&B 2005 June 2006 12,600
2006 Oct 2007 11,750
Marsh US Consumer 2005 Mar 2006-Jan 2007 200,000
2006 June-Aug 2007 200,000
Mar(zh cﬁi‘gﬁggagfo‘\gemrfz 2005 Oct 2006 6,000
ponsored prog 2006 Aug 2007 3,000
associations)

Marsh issued annual client disclosure letters in 2006 and 2007 to some of its US institutional clients as

follows:
Approximate
Number of Clients
Receiving
MMC Business Segment | Period Disclosed Completion Date Disclosure
Marsh US Institutional Apr 05-Mar 06 Sept 2006 1,250
Apr 05-Dec 06 May 2007 3,500

Of Marsh’s US Institutional clients, 15,708, or approximately 82%, have not yet received annual client
disclosure letters for 2005 or 2006. In total, as of December 2007, MMC has issued approximately 93%
of the annual compensation disclosure letters relating to 2005 and 2006.
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Technical Problems with Marsh’s US Institutional Annual Client Disclosure Letters

During the process of issuing disclosure letters to its institutional clients, Marsh experienced a number
of technical challenges associated with the aggregation of data from multiple legacy fiduciary
accounting systems that had not been designed to provide disclosures to clients of aggregate
compensation earned on their accounts. The technical challenges required substantial manual
interventions. In August 2007, Marsh concluded that it should suspend further attempts to complete
disclosure letters for the period April 2005-December 2006 to the remaining 15,708 Marsh institutional
clients and focus on completing the 2007 disclosure letters. On September 9, 2007, MMC informed
NYSID of this decision, and issued a letter on September 28, 2007 to provide NYSID with further
information regarding this decision. This letter described the efforts undertaken to complete Marsh’s
annual client disclosure letters to the remaining group of institutional clients, the difficulties encountered
and described MMC's remedial plan to complete the 2007 disclosure letters to such clients in 2008,

Annual Report to Superintendent

Compilation Process

MMC’s 2005 and 2006 Annual Reports to Superintendent present the compensation amounts received
worldwide by MMC from each insurer with which it placed insurance during the calendar year. Al
business segments of Marsh, Mercer H&B and Guy Carpenter that received compensation for placing,
servicing, renewing or consulting on insurance policy placements are included in these Reports. The
compensation in each report identified each form of compensation received and is sorted by the nature
of the services performed and by insurer group. Prior to filing its first Annual Report to Superintendent
in early 2006, MMC reviewed with NYSID the proposed format for its report.

The 2005 and 2006 Annual Reports to Superintendent include the following types of compensation
relating to insurance and reinsurance brokerage services:

»  All commissions billed, regardless of whether the invoice was paid, and all direct bill cash receipts.
Accruals on unbilled transactions were excluded.

»  All market service revenue (contingent commissions/override) received in 2005 and 2006 that was
earned prior to October 1, 2004 but not previously accrued, and contingent compensation relating
to profit sharing arrangements by MMC'’s managing general agency businesses, as permitted by
the Settlement Agreement. To the extent MMC received any market service revenues relating to
placements subsequent to October 1, 2004, such compensation was returned to the insurer and
was therefore excluded from such reports.

The 2005 Annual Report to Superintendent also included fees received from insurers for claims
management and loss control consulting activities, and fees received from clients and third party
administrators on behalf of clients, predominantly for administering US-based self-insurance programs.
Such fees were excluded from the 2006 Annual Report to Superintendent because those fees were not
received from insurers in connection with the placement, renewal, consulting on or servicing of an
insurance policy.

Geographic Scope of Annual Report to Superintendent

For practical reasons, MMC'’s 2005 and 2006 Annual Reports to Superintendent include all
compensation earned on a worldwide basis, rather than limiting such disclosure to compensation
earned within the scope of the Settlement Agreement, namely relating to insurance policy placement,
renewal, consultation or service (a) performed for clients domiciled in the US, and/or (b) associated with
covering property or operations situated in the US.
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Methodology Followed to Compile Annual Report to Superintendent

The compensation reported in MMC’s Annual Report to Superintendent was collected from more than
70 different billing systems worldwide, and aggregated in an Annual Insurer Disclosure Access
database developed to address MMC'’s annual reporting requirements.

MMC used a standardized file format to collect compensation data from finance personnel around the
globe who were responsible for its numerous fiduciary accounting systems. Each insurer was assigned
a number through MMC'’s internal Worldwide Insurer Monitor (WIM) coding system. For certain
entities/countries, WIM codes were already assigned; for others, this involved assigning WIM codes as
appropriate to the insurers listed in each data submission.

MMC then loaded the compensation data files into its database, which converted foreign currency
amounts to US dollars, aggregated the compensation, by insurer, through the use of the WIM codes,
and generated the Annual Report to Superintendent. The details of this process are documented in
MMC’s Annual Insurer Disclosure Business Requirements document, which was developed in
connection with the preparation of the 2005 Annual Report to Superintendent, then refined for the 2006
and 2007 annual insurer disclosure processes.

Validating the Completeness and Accuracy of Annual Report to Superintendent

Local finance personnel from each submitting entity/country were required to validate the completeness
and accuracy of their data prior to submission, and to complete control forms evidencing such
validation. A centralized unit identified as the Annual Disclosure Central Group then reviewed such data
and control forms for reasonableness, performed specified control tests, then queried and addressed
any anomalies as appropriate.

For 2006, MMC also obtained reconciliations of the data submissions from its major reporting business
segments, representing approximately 90% of MMC's global revenues, to the source systems from
which the data was extracted. MMC's external auditors perform annual SOX testing on MMC's source
systems. In addition, MMC's internal audit group conducted limited testing of the reliability of the insurer
compensation data, business requirements and disclosure processes with no significant concerns being
identified by the internal audit group.

For the 2005 and 2006 Annual Reports to Superintendent, MMC’s Annual Disclosure Central Group
also documented the issues that arose and were resolved during the annual insurer disclosure process,
and summarized them in a memo for MMC’s Chief Compliance Officer to review before finalization of
MMC’s 2005 and 2006 Annual Reports to Superintendent.

Review and Significant Observations

RSM McGladrey performed testing to evaluate the completeness and accuracy of the annual disclosure
process utilized by MMC. Testing of both annual disclosure components, the Annual Client Disclosure
Letters and the Annual Report to the Superintendent, was performed by RSM McGladrey.
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Annual Client Disclosure Letters

RSM McGladrey tested the annual client disclosure process for the periods ending December 31, 2005
and December 31, 2006. Testing included a sample of 20 annual client disclosure letters from Mercer
H&B and Guy Carpenter for the period ending December 31, 2005. For the period ending

December 31, 2006, a sample of 20 annual client disclosure letters from Marsh, Mercer H&B and Guy
Carpenter was chosen. The purpose of the testing was to verify that the disclosed compensation was
complete and accurate. As discussed above, MMC continued to have difficulty aggregating data for
Marsh Institutional clients due to system limitations. As a result, Marsh Institutional clients were not
included in the sample.

A review of disclosures for the periods ending December 31, 2005 and December 31, 2006 indicated
that the compilation process utilized by MMC was adequate in 2005 and improved in 2006. Support for
certain sampled client disclosures was not readily available. RSM McGladrey was unable to reconcile
the data included in several sampled letters and identified instances where information was not
included in the disclosure letters in both periods tested. MMC used a batch method for the production
and mailing of client disclosure letters issued for the periods ending December 31, 2005 and
December 31, 2006. Information regarding various databases employed to retain client letter
information was provided to RSM McGladrey. We recommend that MMC enhance the process to
include retention of all data files and documentation used to create the disclosure letters.

Annual Report to Superintendent

To test the Annual Report to Superintendent, supporting records were examined for a sample of 20
carriers in 2005 and 5 carriers in 2006 to verify that the disclosed carrier compensation was accurate.
The examination focused on carriers who reported market service revenue in either 2005 or 2006. For
the samples selected, supporting records were reviewed to determine that the carrier compensation
was accurately reported and that MSR recognized in 2005 or 2006 was appropriate.

In order to test the disclosure samples for 2005 and 2006, MMC provided billing system information for
revenue received and additional documentation as to whether the MSR they recognized was
appropriate. Testing of the 2005 Annual Report to Superintendent included a sample of twenty carriers
for which supporting commission and MSR data provided by MMC was reviewed for accuracy. The
support was not well documented; however, testing indicated that the compilation process utilized by
MMC was satisfactory. The information included in the report was reasonable. No significant issues
were identified through testing of the 2006 report. According to MMC, any market service revenue
received for policies placed after October 1, 2004 was returned to the submitting carrier. RSM
McGladrey requested a sample of market service revenue receipts received in 2005 which MMC was
unable to retain under the terms of the Settlement Agreement. MMC was unable to provide sufficient
documentation to support all the insurer payment returns selected. RSM McGladrey was able to review
a sample of returned market service revenue receipts for the period January 1, 2006 through June 30,
2007, which revealed that the methodology utilized to determine whether MSR was acceptable was not
well documented. There also continues to be a significant lag time between the receipt and subsequent
return of prohibited MSR receipts.
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RSM McGladrey reviewed financial controls identified by MMC’s Audit & Control group as impacting
processes critical to compliance with the Settlement Agreement for adequacy. MMC Audit & Control's
testing of these controls noted no unremediated deficiencies. MMC'’s external auditor determined that
issues existed in the implementation of controls surrounding the Marsh USA centralized invoicing
process. This presents arisk that billing errors could go undetected and adversely affect the accuracy
of the source data utilized in compiling the disclosure to NYSID as mandated by the Settlement
Agreement. A review of the external auditor's workpapers for revenue recognition and internal controls
testing and their conclusions was conducted during the examination. During testing performed by RSM
McGladrey, no negative impact from this issue was identified. According to MMC's external auditor, this
issue was remediated in 2007. Testing to determine whether MMC has fully remediated this issue will
be conducted during the next examination. No significant control issues affecting annual disclosures
were identified by the external auditor at Mercer H&B or Guy Carpenter.

In reviewing the data submissions of MMC subsidiaries for inclusion in the Annual Report to
Superintendent, RSM McGladrey noted that reconciliations to source documentation were not
performed for the 2005 report. Based upon RSM McGladrey recommendations, MMC performed
reconciliations for entities comprising approximately 90% of the amount disclosed in the 2006 report.
For those entities not submitting reconciliations, MMC performs alternative procedures to verify the
completeness and accuracy of data submitted.

Summary

MMC made a good faith attempt to complete the annual client disclosure process, but encountered
significant delays and obstacles due to systems limitations. As a result, significant delays have occurred
in mailing the 2005 and 2006 annual letters to certain clients. MMC recognizes that system
improvements are necessary and has begun to streamline the process to improve the timeliness of
annual client disclosure letters.

MMC was able to provide substantially accurate Annual Reports to Superintendent in a timely manner
for both 2005 and 2006. Difficulties in providing detailed supporting documentation for 2005 disclosures
appear to have been adequately addressed. MMC should continue to monitor its system of internal
controls over the revenue reporting process.
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VL.

COMPLIANCE PROCEDURES - COMPLAINTS

A. Overview

Paragraph 21 of the Settlement Agreement requires MMC to “maintain a record of all complaints
received concerning any Compensation from an insurer which shall be provided to the Compliance
Committee of the Board of Directors with the Compliance Committee’s Quarterly Report and to the
Superintendent annually commencing from the effective date of the Agreement.”

Company Procedures

MMC’s Definition of *Reportable Complaints” and “Incidents”

MMC adopted the following definition regarding reportable complaints: “a reportable complaint is a
complaint, or other express objection, protest or grievance from any source, including calls to the
Insurer Compensation Line or MMC Ethics Hotline, anonymous letters or phone calls to any person or
department within MMC, or direct communications from a client, employee, wholesaler, insurer or
reinsurer that are not already formally reported via MMC’s compliance monitoring process, relating to a
matter involving acceptable or unacceptable forms of compensation.” Reportable complaints are a
subset of a broader category of potential violations of the Settlement Agreement referred to as
“incidents”, all of which are investigated and reported to each operating company’s Incident Review
Panel.

Processes Employed to Identify Reportable Complaints and Other Incidents

MMC utilizes various processes to identify reportable complaints including:

« The Insurer Compensation Line which provides individuals, including MMC employees, clients, and
others, with the opportunity to voice complaints via a toll-free telephone number (anonymously or
otherwise). The Insurer Compensation Line is managed by Global Compliance Services, an
outside vendor, and is referenced on MMC's and each operating company’s websites, in MMC's
Transparency Standards, in client brochures, and in proposals to certain new clients.

« The MMC Ethics Hotline, also managed by Global Compliance Services, which is also referenced
on MMC's website.

« Aglobal network of compliance officers and liaisons, including incident investigation teams, to
whom employees of MMC or its operating companies may directly voice a complaint, or forward a
complaint from outside sources.

« Quarterly canvassing of senior business leadership and compliance personnel regarding
complaints that may not have already been reported through any other means.

Logqing of All Complaints and Incidents

Incidents, including reportable complaints, are logged and tracked in separate quarterly incident and
complaint logs maintained by incident management teams within each MMC operating company under
MMC guidance and governance. Such guidance includes regular incident management team mestings,
procedures defining the escalation, reporting and resolution of complaints and other incidents, and
periodic audits. For the period covered by this examination, these incident logs and complaint logs were
Excel based. Commencing in the third quarter of 2007, Mercer H&B implemented a database to more
efficiently log and manage its incidents and complaints.
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MMC’s Complaint and Incident Investigation Processes

Personnel with legalfinvestigative backgrounds within the incident management teams at each
operating company either investigate or oversee the investigation of all complaints and incidents, then
compile complaint and incident resolution recommendations to resolve each complaint or incident. The
findings from each investigation and the corresponding recommendations for resolution are
documented in Incident Investigation Reports, which are filed in incident files maintained for each
incident or complaint.

Complaint and Incident Resolution

Incident Review Panels of each operating company meet on a regular basis to review the resolution of
each completed complaint and incident investigation. The membership of these panels typically
includes senior business, human resources, finance, legal, and compliance representatives.

Beyond any systemic initiatives to improve business alignment with MMC's Transparency Standards,
resolution may include financial penalties at the office or company level where client consent issues
exist, and training and mentoring to further enable employees to execute appropriate processes.
Additional employee accountability may be warranted for severe or frequent violations. In these
instances, resolution may include verbal warnings, more formal performance warnings and termination.
According to the Company, the severity of the violation, frequency of any other violations and prior
incidents are factors that are considered in determining the appropriate resolution. RSM McGladrey
reviewed complaint files and the logs to evaluate the adequacy of disciplinary actions taken. See RSM
McGladrey's conclusions below.

Incident Reporting

Each quarter, each operating company updates its incidents log to identify progress on open incident
investigations in the previous quarter. These logs are used by compliance personnel to oversee the
incident investigation and resolution process.

Complaint Reporting

By June 30, 2007, MMC had received 38 complaints from a variety of sources: 9 in 2005, 7 in 2006,
and 22 in 2007. The 16 complaints received through December 31, 2006 were all reported in the 2005
and 2006 Quarterly Reports to MMC's Compliance Committee, and in the 2005 and 2006 Annual
Reports to Superintendent. The 22 complaints received in the period from January 1 to June 30, 2007
were or will be reported in the 2007 Quarterly Reports to MMC's Compliance Committee, and will be
included in the 2007 Annual Report to Superintendent.

Review and Significant Observations

RSM McGladrey analyzed policies and procedures for the reporting and investigation of incidents and
complaints in each business unit and for each business line.

Review of Incident and Complaint Logs

RSM McGladrey selected a sample of incidents and complaints from each operating company’s
incident and complaint logs. The files were reviewed to determine whether the investigations were
complete and whether they were properly classified in the logs.
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MMC prepared a composite complaint log for RSM McGladrey for the period April 1, 2005 through
June 30, 2007 which was comprised of all the complaints opened during the period as reported in the
quarterly reports to the MMC Compliance Committee. It was noted that the composite log through
June 30, 2007 did not include all complaints that occurred prior to June 30, 2007, Accordingly, RSM
McGladrey requested the report for the third quarter of 2007 as the composite log by design does not
consistently reflect the date of the complaint. For some complaints in the logs, only the date the matter
was reported to the business entity’s compliance representative is identified.

A composite of incidents for the period April 1, 2005 through June 30, 2007 was obtained for each
operating company. RSM McGladrey reviewed the incident logs for adequacy of the information
maintained. The incident logs maintained and provided by MMC do not always specify the date that the
incident occurred.

Sample Testing of Incidents and Complaints

RSM McGladrey performed testing of a sample of fifteen incidents for the period April 1, 2005 through
December 31, 2005, ten incidents for the period January 1, 2006 through June 30, 2007, seven
complaints for the period April 1, 2005 through December 31, 2005 and ten complaints for the period
January 1, 2006 through June 30, 2007. The testing process included the determination of compliance
with established policies and procedures for timely identification and reporting of incidents and
complaints. We tested the sample of incidents to determine that they were correctly classified as an
incident versus a compensation-related complaint. In addition, RSM McGladrey tested whether internal
investigations were handled in a thorough manner and if sufficient documentation to support reasonable
and appropriate resolution was maintained in the file. The final aspect of the review was to evaluate the
reasonableness of any disciplinary actions taken with respect to personnel involved.

Escalation of Compensation Related Complaints

MMC advised RSM McGladrey that nine compensation-related complaints received through a customer
service center within Marsh'’s Private Client Services (PCS) business segment, were not escalated
timely. These complaints were received following the mailing of approximately 200,000 annual
disclosure letters to Marsh’s US Consumer clients. In preparing the compensation complaint report for
Marsh Compliance in August 2007, PCS management incorrectly determined that certain client
comments were not compensation-related complaints. These complaints occurred in the second
quarter of 2007 but were not reported to the respective MMC Compliance representative until the fourth
quarter 2007; these complaints were not included in the second or third quarter MMC Compliance
Committee reports. As a result of this situation, interviews were conducted between Marsh Compliance
and Marsh’s PCS leadership and a review of the compensation complaint process flow was conducted
and new procedures were agreed upon. These new procedures are currently being finalized by MMC.

Backlog in Resolution and Closure of Mercer H&B Incidents

A review of the June 5, 2007 incident resolution report indicated that six Mercer H&B incidents logged
in the fourth quarter of 2006 were not closed and resolved until the second quarter of 2007. An
additional six Mercer incidents did not get resolved until the third and fourth quarters of 2007.
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Annual Report to Superintendent

RSM McGladrey evaluated the completeness of the Annual Report to Superintendent by reconciling
complaints in each entity’s complaint log to the data contained in the Annual Report to Superintendent.
In addition, RSM McGladrey reconciled a sample of ten complaints to the quarterly reports to the Board
of Directors and observed that the complaints were appropriately reflected in the quarterly reports.

Review of Complaint Certifications

MMC conducts quarterly canvassing of certain senior personnel in each operating company to identify
whether any complaints may have been received but not reported to Compliance during that quarter.
RSM McGladrey reviewed the procedures for the period April 1, 2005 through June 30, 2007 and noted
that through December 31, 2005, Mercer H&B and Guy Carpenter did not list the individuals canvassed
by name. Effective in the fourth quarter of 2006, complaint certifications performed by all three
operating companies are standardized and require identification of the individuals canvassed by name
and title.

Insurer Compensation Line and MMC Ethics and Compliance Line

RSM McGladrey noted that MMC took steps to enhance awareness of the existence and purpose of
these lines to MMC employees and clients by including information about the lines on both the internal
compliance and human resources intranet sites and on the MMC website.

Limitations on Broker Authority

RSM McGladrey observed that there is generally no limitation on a broker's authority to bind business
or perform other functions pending the outcome of compliance-related investigations involving MMC’s
Transparency Standards, but such brokers may be subject to peer review and controls to ensure timely
disclosure and consent. It was noted that MMC took action as a result of compliance-related
investigations where the incident was validated; certain MMC employees were terminated while others
were subject to additional training, mentoring and peer review.

Summary

Testing performed to determine whether MMC had established policies and procedures to monitor the
receipt and resolution of compensation-related complaints in accordance with the Settlement
Agreement disclosed that the Company had developed an effective process. Reporting of complaints to
the Compliance Committee of the MMC Board of Directors and the Superintendent was reviewed for
timeliness, completeness and accuracy. A sample of the total complaints reported over the examination
period was reviewed to determine the nature of the complaint and the actions taken to address the
complaint in a timely and responsive manner. Although not specifically required by the Settlement
Agreement, the Company also logged and tracked incidents in separate quarterly incident logs for each
operating company during the examination period.

It is recommended that MMC include in the logs the date that the alleged violation occurred or was first
reported as an incident or complaint. This would allow for improved analysis and identification of trends
in the occurrence of alleged violations. Such information is also necessary to perform an analysis of
alleged violations that occurred during a particular time period. It is recommended that Investigation
Reports be retained with the supporting documentation in the individual complaint files.
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While MMC has taken disciplinary actions against employees who have been involved in compensation
related complaints, MMC has no limitation on a broker’s authority to bind business or perform other
functions pending the outcome of compliance-related investigations. Although MMC conducts informal
monitoring and oversight of brokers who are the subject of a compliance-related investigation, RSM
McGladrey recommends that MMC implement a formal process to monitor the broker’s actions while
certain types of investigations are ongoing.

MMC is in substantial compliance with the terms of the Settlement Agreement in relation to
compensation-related complaints.
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Viil. COMPLIANCE PROCEDURES - COMPLIANCE MONITORING

A. Overview

The Settlement Agreement (Paragraph 20) requires the Compliance Committee of MMC to monitor and
report to MMC'’s Board of Directors and to NYSID on MMC'’s compliance with the standards of conduct
regarding compensation from insurers for a period of five (5) years from the effective date of the
Settlement Agreement.

MMC formed a Compliance Committee within 30 days of the Settlement Agreement, comprising three
independent directors of MMC, and chaired by the former U.S. Attorney for the Eastern District of New
York, who is currently a partner at a major New York law firm. Since its formation, the Compliance
Committee has actively monitored and overseen the implementation of the standards of conduct
required by the Settlement Agreement. It met formally 24 times between March 1, 2005 and June 30,
2007, receiving and discussing, among other things, presentations from MMC’s Chief Compliance
Officer and Compliance Staff and each operating company on the business reforms required by the
Settlement Agreement, including the development and implementation of MMC's Transparency
Standards, MMC'’s compliance with such standards and the methodology used to monitor and measure
compliance, MMC's compliance with the training and annual compensation disclosure requirements of
the Settlement Agreement, and MMC’s compensation-related complaints.

B. Company Procedures

Compliance Monitoring Process

MMC established a transparency compliance program to monitor adherence to Transparency
Standards (“MMC's Transparency Compliance Monitoring”) commencing in July 2005 in the U.S. and
internationally in mid-2006. In the first quarter of 2006, MMC created a standardized Transparency
Monitoring Questionnaire to be utilized by all MMC operating companies. Reviewer Guides were
developed to provide guidance to the monitors conducting these reviews. The Reviewer Guides have
been enhanced since inception to ensure that the questions were interpreted consistently across the
operating companies while allowing for their different placement processes. The Reviewer Guides vary
in the level of detail included, such as explaining which files are outside the scope of the review (“Non-
reviewable Files”) and the procedures for discussing exceptions with office staff involved in the
placement of the business (“Confirmation Process”). The Reviewer Guides also provide guidance
regarding the process for escalating certain instances of potential non-compliance and reporting such
instances on a Monitoring Exception Report (“MER”) for Marsh, and on an Incident Investigation
Report/Potential Business Reforms Violation Report for Mercer H&B and Guy Carpenter, each of which
captured similar information at the outset of discovery of each incident.

Throughout the period of this Examination, MMC’s Transparency Compliance Monitoring methodology
was comprised of three main elements: a) a transactional compliance monitoring process performed by
operating company compliance monitors who evaluated and reported on operating company
compliance with certain elements of MMC's Transparency Standards, b) testing by MMC Audit &
Control to validate the reliability of these results, and ¢) certain other monitoring of compliance with the
prohibitions in the Settlement Agreement, performed by the compliance monitors during their
transactional monitoring and MMC Audit & Control during their regular internal audit visits and during
their Meta-Audit reviews, and through the regional compliance officer and professional standards officer
networks within each operating company.
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The transactional compliance monitoring process involves testing a statistically valid random sample of
insurancefreinsurance placements in several operating company offices each quarter using
standardized Transparency Monitoring Questionnaires and Reviewer Guides for each operating entity.
MMC'’s Transparency Monitoring Questionnaire for the majority of the period of this Examination was
comprised of 13 questions to test MMC'’s dealings with its clients as required by the Settlement
Agreement, ranging from the completeness and accuracy of all quote disclosures to whether MMC
received the client's written consent to MMC’s commissions before the insurance policy was bound.
Compliance rates measure the extent to which each of these requirements were implemented for each
of the placements tested, and a green-yellow-red “dashboard’ grading scheme was established to
report on the degree of compliance achieved by office as excellent, good or needs improvement. Green
represents an excellent compliance score of 95% or higher, yellow represents a good compliance score
of 85% to 95%, and red represents a compliance score of less than 85% or in need of improvement.

MMC randomly selected the policy placements for testing from each operating company’s finance
systems using sample sizes for each zone/office or practice based on the reporting needs of each
operating company, where the sample sizes were determined based on a 95% confidence interval and
error rates of +- 7% or +/- 10%. The Company indicated that Mercer H&B increased its sample sizes
for its US transactional monitoring during the third quarter of 2006, with sample sizes being selected for
each office assuming a +/- 7% error rate, rather than being selected assuming a +/- 10% error rate.
Marsh reduced its sample sizes for its US transactional monitoring during the first quarter of 2007, with
sample sizes being selected for each region assuming a +/- 7% error rate, rather than being selected
assuming a +- 7% error rate for each office. Guy Carpenter's US compliance monitoring sample sizes
were consistently selected assuming a +- 7% error rate. Marsh’s sample sizes were determined at the
“zone” level, Mercer H&B's were determined at the “office” level, and Guy Carpenter’s were determined
at the “practice” level by office (i.e., treaty versus facultative).

For the first two years since MMC's transactional compliance monitoring commenced, from July 1, 2005
through June 30, 2007, MMC monitored a combined total of more than 5,000 randomly selected U.S.
insurancefreinsurance placements throughout substantially all of the U.S. offices of Marsh, Mercer H&B
and Guy Carpenter. The scope of MMC's international monitoring comprised more than 750
international placements.

The office-level results of such monitoring were formally reported to local and regional management of
each operating company, and were summarized in formal quarterly reports for senior leadership and
the Compliance Committees of each operating company. The Quarterly Reports to MMC’s Compliance
Committee summarize the results at the operating company level, in both narrative and dashboard
form, which were then formally reported to the Board of Directors of MMC on a quarterly and annual
basis, and to NYSID on an annual basis.

Overall Monitoring Results

According to the Company, by the end of the first full year of MMC’s monitoring, for the quarter ended
June 30, 2006, MMC's overall monitoring results revealed reasonable evidence of implementation of
MMC'’s Transparency Standards, with room for improvement primarily relating to how to apply such
standards to certain non-standard placements and specialty practices.
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The Company represented that by the end of the second year of MMC’s U.S. monitoring, for the quarter
ended June 30, 2007, MMC's overall U.S. results improved for each of the core insurance practices of
Marsh, Mercer H&B and Guy Carpenter, and for Marsh’s U.S. Surety practice. The results for Marsh’s
U.S. Consumer business segment were not as high and efforts are underway to improve the systems
and procedures for these specialty practices.

The Company also represented that MMC'’s international monitoring revealed that Guy Carpenter is
applying the standards, and Marsh has improved their compliance scores from “needs improvement” in
the third and fourth quarters of 2006 to “good” scores in the first and second quarters of 2007. Mercer
H&B's international business is not within the scope of the Settlement Agreement and thus there is no
need to monitor that business.

MMC Audit & Control tested the reliability of these results for selected compliance monitoring visits in
the U.S. and internationally, concluding that the compliance monitoring conducted by each operating
company was reliable.

Finally, the Company indicated that based on other compliance monitoring performed during the period
of this Examination, no confirmed violations of the prohibitions in the Settlement Agreement relating to
inappropriate contingent compensation, pay-to-play arrangements, bid rigging arrangements,
reinsurance brokerage leveraging and inappropriate use of wholesalers were disclosed.

Compliance Monitoring & Reporting Process Improvements Since Mid-2005

Throughout the period since compliance monitoring of transparency began in July 2005, regular
meetings were held on at least a monthly basis, between the senior compliance monitoring personnel of
MMC and each operating company to collaborate on improving and ensuring consistency in their
respective monitoring processes.

Effective for the first quarter of 2006 onwards, the process for calculating and reporting overall
transparency scores was harmonized across all operating companies. MMC updated its Transparency
Monitoring Questionnaire so it could be used across all three MMC operating companies, and the
Reviewer Guides for all three operating companies were similarly updated and cross-checked for
consistency and appropriateness.

MMC'’s Transparency Monitoring Questionnaire and the operating company Reviewer Guides were
further harmonized effective the first quarter of 2007.

Commencing in the second quarter of 2006, office level results were reported to MMC’s Compliance
Committee in the form of office-level rankings.

C. Review and Significant Observations

1. Compliance Monitoring Testing

RSM McGladrey reviewed and evaluated the two-level structure of MMC'’s compliance monitoring
processes. The first level consists of on-site examination and testing of employees’ compliance
with MMC's Transparency Policies and Procedures by compliance monitors. The second level,
which is called the “Meta-Audit process,” consists of examination and testing of the work of the
compliance monitors by personnel from MMC Audit & Control. RSM McGladrey evaluated the
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process utilized by the meta-auditors to review the compliance monitoring process, the personnel
conducting each process, and the safeguards in place to ensure objectivity and accuracy. RSM
McGladrey also analyzed the results of the compliance monitoring processes across each of the
three MMC entities, Marsh, Mercer H&B and Guy Carpenter. Further, RSM McGladrey examined
the manner in which compliance deficiencies discovered via MMC's compliance monitoring
processes were addressed by MMC.

During site visits to selected offices in 2006, 2007 and 2008, RSM McGladrey observed and
assessed MMC's compliance monitoring and Meta-Audit processes. The offices selected for these
reviews were:

i.  Mercer H&B (Richmond, VA) on June 12-15, 2006;

ii. Marsh (Milwaukee, WI) on June 20-22, 2006;

jii. ~ Guy Carpenter (Hartford, CT) on June 22-23, 2006 (no Meta-Audit review);

iv. Marsh (Pittsburgh, PA) on November 27-30, 2007;

v.  Mercer H&B (Morristown, NJ) on December 10-13, 2007 (no Meta-Audit review); and
vi. Guy Carpenter (Norwalk, CT) on February 6-7, 2008.

RSM McGladrey reviewed the compliance monitoring and Meta Audit reports relating to the site
visits for the dates and locations identified above. In addition to these visits, a review was
conducted of the procedures and testing employed by MMC compliance monitors and MMC'’s Audit
& Control personnel.

After validating the population for completeness, a judgmental sample of the compliance
monitoring reports for 2005, 2006 and 2007 office reviews was made by RSM McGladrey. Results
from the sample of compliance monitoring reports were compared with the quarterly results
reported to MMC’s Compliance Committee and to NYSID in the Annual Report to Superintendent.

Testing was performed by RSM McGladrey on a judgmental sample of 20 office compliance
monitoring reports from 2005 along with 6 office compliance monitoring reports from 2006 and the
first two quarters of 2007. This test work included reviewing the supporting work papers prepared
by the compliance monitors regarding these reviews. Testing procedures included the following:

i.  Reviewed the selected reports and assessed compliance monitoring and reporting practices,
including the review of internal controls implemented to ensure compliance.

ii. Reviewed selected compliance monitoring reports to determine if test results are accurately
reflected in the office-level report.

iii.  Compared office-level monitoring reports with the results reported in the quarterly reports for
accuracy and classification into the proper categories of findings.

iv. Evaluated the methodology employed by MMC to grade the offices and compile the scores.

RSM McGladrey tested a judgmental sample of two Meta Audit reports and supporting work papers
prepared by Audit & Control. The sample consisted of one Mercer H&B Meta Audit from the third
quarter of 2006 and one Marsh Meta Audit from the second quarter of 2007. This testing was
conducted to determine the thoroughness of the Meta Audit process. Testing procedures included
review of the Meta Audit reports to ensure the following:
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i.  Appropriate amount of coverage in regard to the number of files reviewed by Audit & Control.

ii. Documentation of unconfirmed discrepancies between the Meta Audit and Compliance
Monitoring team’s resullts.

jii. Documentation of Audit & Control confirmed findings in a Meta Audit report.

The review performed by RSM McGladrey found that the reporting of office compliance results is
being accurately communicated through the use of compliance questionnaires, compliance reports,
operating company quarterly reports, and the quarterly reports issued to the MMC Board of
Directors.

2. Reviewer Guides
An analysis of the Reviewer Guides by RSM McGladrey revealed that differences still exist
between the Marsh, Mercer H&B and Guy Carpenter 2007 Reviewer Guides. It is recommended
that each Reviewer Guide contain guidance on Non-reviewable Files and the Confirmation
Process.

3. Compliance Monitoring Testing Methodology

A review of MMC'’s on-site compliance monitoring testing methodology included a review of the
statistical sampling methodology employed by the compliance monitors, sample size determination
and the audit coverage achieved. The following issues were noted:

o Population data provided to Compliance Monitoring for purposes of drawing samples for
compliance monitoring office visits does not appear to be formally reconciled to financial
records to ensure itis complete and accurate before being used to select samples.

o The placements tested by Audit & Control are determined on a per compliance monitoring visit
basis, based upon time available during the site visit. A consistent testing coverage approach
across the business units, such as a percentage by business unit is recommended.

D. Summary

Testing performed to determine whether MMC had established policies and procedures to implement a
compliance monitoring process in accordance with the Settlement Agreement disclosed that MMC has
created a comprehensive and effective compliance monitoring program. Overall, MMC is in substantial
compliance with the terms of the Settlement Agreement in relation to implementing an effective
compliance monitoring process.
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APPENDIX A:

Settlement Agreement



Agreement Between the Attorney General of the State of New York and
the Superintendent of Insurance of the State of New York, and
Marsh & McELennan Companies, Inc. , Marsh Inc. and their subsidiaries and affiliates
(collectively “Marsh™) dated Janunary 30, 2003

WHEREAS, the New York Attorney General (the “Attorney General™)
comumenced an action against Marsh & McLennan Companies, Inc. and Marsh Inc. pursuant to
Executive Law § 63 (12), the Donnelly Act (Gen. Bus. Law § 340 e seq.), the Martin Act (Gen.
Bus. Law § 352-c) and the common law of the State of New York dated October 14, 2004 (the
“Complaint™), and has conducted an investigation related thereto (the “Attorney General’s
Investigation™);

WHEREAS, the Superintendent of Insurance of the State of New York (the
“Superintendent™) issued 2 Citation to Marsh & McLennan Companies, Inc. and certain of its
subsidiaries dated October 21, 2004 and an Amended Citation dated October 25, 2004
(collectively, the “Amended Citation™) pursuant to § 2110 of the Insurance Law, and has
conducted an investigation related thereto (the “Superintendent’s Investigation™);

WHEREAS, the Attorney General and Superintendent have alleged that Marsh
unlawfully deceived its clients by a) steering clients’ insurance business to favored insurance
companies, and b) soliciting fictitious bids in order to assure that insurance policies were placed
to benefit favored insurers, as alleged in the Complaint;

WHEREAS, Marsh is cooperating with the Attorney General and
Superintendent’s Investigations:

WHERFEAS, in the wake of the filing of the Complaint and the Amended Citation,

Marsh has adopted, and under this Agreement (the “Agreemeﬂf”), will continue to adopt, a
!




number of business reforms thai will govern the conduct of Marsh’s empiﬁyees

WHEREAS the Attorney General, the Supenntendf:nt and Marsh wish to enter

S ~ into this Agreement to resolve all issues related to Marsh raised in the Complaint and the

' Amended Citation;

: WHEREAS,- the Attorney General and Superintendent find the relief and

S ag:reements contamed in thzs Agreement appmpnate and i the public interest;

WHEREAS ﬂilS Agreement s entered mto solely for the purpose of reso!vmg the .-

s ?::"_: Cemplamt and Amended Cltatmn and 1s not intended to be used f(}r any other purpose;

WHEREAS without admitting or denying any claim in the Complaint or the
assertions in the Amended Citation, Marsh is entering into this Agreement prior to any court

making any findings of fact or conclusions of law pursuant to any allegations by the Attorney

B General or the Superintendent;

WfiEREAS, nejther this Agreement, nor any acts performed nor documents

executed in furtherance of this Agreement, may be used as an admission of the allegations and

bl : claims contained in the Complaint and the Amended Citation;

NOW THEREFORE, Marsh, the Attorney General and the Superintendent hereby
enter into this Agreement, with a statement of apology attached as Exhibit | » and agree as

follows:




MONETARY RELIEF

1. Marsh shall pay Eight Hundred F ifty Million Dollars (5850,000,000) into a fund {the
“Fund”) over the next four years in four annual payments to be paid to Marsh’s policyholder clients
who retained Marsh to place, renew, consult on or service insurance where such placement resuited
in contingent commissions or overrides, Allof the money paid into the Fund and any interest earned
thereon shall be paid to such policyholder clients pursuant to this Agreement. No portion of the
Fund shall be considered a fine or a penalty. This sum is in full satisfaction of Marsh’s obligations
hereunder, and neither the Attorney General nor the Superintendent shall seek to impose on Marsh
any other financial obligation or liability related to the Complaint or the Amended Citation.

2. Marsh shall A) by April 30, 2005 calculate, in accordance with g formula approved
by the Attorney General, the amount of money each of the U.S. policyholder clients who retained
Marsh to place, renew, consult on or service insurance with inception or renewal dates between
January 1, 2601 through December 3 1, 2004 where such placement, renewal, consuliation or
servicing resulted in contingent commissions or overrides recorded by Marsh between Janvary I,
2001 through December 31, 2004 (the “Relevant Period”) is eligible to receive; B) within ten (1)
days of completing these calculations, filea report with the Attorney General and the Superintendent,
certified by an officer of Marsh, setting forth: I) each client’s name and address; ii) the client’s
insurer(s), product line(s) and policy(ies) purchased and policy number(s); ii1) the amsount the client
paid in premiums or consulting fees for each such policy; iv) for each such policy, the amount of
contingent commission or override revenue recorded by Marsh during the Relevant Period

attributable to that policy, in accordance with a calculation approved by the Attorney General and

3




e

the Superintendent; and v} the amount of contingent commission or override revenue each client is
eligible to receive for each such policy and in the aggregate for all such policies pursuant to this
Agreement; and C) by May 20, 2005, send a notice, subject to the approval of the Attorney General
and the Superintendent, to each client eligible to be paid from the Fund, setting forth items i)
through v), above, and stating that the amount paid may increase if there is less than full participation
by eligible clients in the Fund. TFor the purposes of this paragraph, “U.S. policyholder clients”
means U.S.-domiciled policyhiolder clients and policybolder clients who retained Marsh’s U.S.
offices to place, renew, consult on or service insurapce.

3. Clients etigible to receive a distribution from the Fund shall have until September 20,
2005 to request a distribution, Eligible clients who voluntarily elect to receive a cash distribution
{the “Participating Policyholders”) shall tender a release in the form attached hereto as Exhibit 2.
In the event that any eligible client elects notto participate or otherwise does not respond (the “Noa-
Participating Policyholders™), that client’s allocated share may be used by Marsh to satisfy any
pending or other claims asserted by policyholders relating to these matters, In no event shall a
distribution be made from the Fund to any Non-Participating Policyholder untif alt Participating
Policyholders have been paid the full aggregate amount due as calculated pursuant to 2 above; nor
shall the total payments from the Fund to any Non-participating Policyholder exceed 80% of that

Non-participating Policyholder’s original allocated share. Ifany funds remain in the fund as of June-

20, 2008, any such funds shall be distributed on a pro rata basis to the Participating Policyholders.

4. In no event shall any of the funds in the Fund be used to pay attorney fees,




5. Marsh shall pay $255,000,000 into the Fund on or before June 1, 2005. Marsh shall
pay $255,000,000 into the Fund on or before June 1, 2006. Marsh shall pay $1 70,000,000 into the
Fund on or before June 1, 2007. Marsh shall pay $170,000,000 into the Fund on or before June 1,
2008,

6. On November 1, 2005, June 30, 2006, June 30, 2007, and June 30, 2008, Marsh shall
pay proportionally to cach Participating Policyholder as much of that Participating Policyholder’s

aggregate share of the Fund as possible with the monies then available in the Fund pursuant {o a
calculation approved by the Attorney General and the Superintendent. Within forty-five (45) days
of each payment from the fund, Marsh shall file a report with the Attorney General and the
Superintendent, certified by an officer of Marsh, listing all amounts paid from the Fund.

BUSINESS REFORMS

7. Within sixty (60) days of the effective date of this Agreement, Marsh shall undertake
the following business reforms,

A. Permissible Forms of Cempensation

8. In connection with its insurance brokerage, agency, producing, consulting and other
services in placing, renewing, consulting on or servicing any insurance policy, Marsh shall accept
only: a specific fee to be paid by the client; a specific percentage commission on premium {o be paid
by the insurer set at the time of purchase, renewal, placement or servicing of the insurance policy;
or acombination of both. Marsh shall accept no such commissions unless, before the binding of any

such policy: (a) Marsh in plain, unambiguous written language fully discloses such commissions,

in either dollars or percentage amounts; and (b) the client consents in writing. Nothing in this
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paragraph relieves Marsh of complying with additional requirements imposed by law, including the
requirements for written documentation relating to fees paid directly by clients. Marsh may not
retain interest earmed on premiums collected on behalf of insurers without prior notification to the
client, and only when such retention is consistent with the requirements of, and is permitted by,
applicable law.

9, Marsh shall not hereafler, except as set forth in 9 8, above, directly or indirectly
accept or request any thing of material value from an insurance company including, but not limited
to, money, credits, loans, forgiveness of principal or interest, vacations, prizes, gifts or the payment
of employee salaries or expenses (hereinafter collectively “Compensation™).

B. Prohibition of Contingent Compensation

10. In placing, renewing, consulting on or servicing any insurance policy, Marsh shall not

directly or indirectly accept from or request of any insurer any Contingent Compensation. For
purposes of this Agreement, Contingent Compensation is any Compensation contingent upon
Marsh’s: a) placing a particular number of policies or dollar value of premium with the insurer, b)
achieving a particular level of growth in the number of policies placed or dollar value of premium
with the insurer, ¢) meeting a particular rate of retention or renewal of policies in force with the
insurer, d) placing or keeping sufficient insurance business with the insurer to achieve a particular
loss ratio or any other measure of profitability, e) providing preferential treatment in the placement
process, including but not timited to the giving of last Iqoks, first looks, rights of first refusal, or
limiting the number of quotes sought from insurers for insurance placements, or f) obtaining

anything else of material value for the Insurer.




C. Prohihition of “Pay-To-Play” Arrangements

1. Inplacing, renewing, consultin g onor servicing any insurance policy, Marsh shall not
directly or indirectly accept from or request of any insurer any Compensation in connection with
Marsh’s selection of insurance companies from which to solicit bids for its clients.

D. Prohibition of “Bid-Rigging” Arrangements

12, Inplacing, renewing, consulting on or servicing any insurance policy, Marsh shall not
directly or indirectly knowingly accept from or request of any insurer any false, fictitious, inflated,
artificial, “B” or “throw away” quote or indication, or any other quote or indication except for a
quoté or indication that represents the insurer’s best evaluation at the time when the quote or
indication is given of the minimum premium the insurer would require to bind the insurance
coverage desired by Marsh’s client. Nothing herein shall preclude Marsh from accepting or
requesting any bona fide quote or indication,

E. Prohibition of Reinsurance Brokerage “leveraging”

13. Inplacing, renewing, consulting on or servicing any insurance policy, Marsh shall not
directly or indirectly accept from or request of any insurer any promise or commitrnent to use any
of Marsh’s brokerage, agency, producing or consulting services, including reinsurance brokerage,
agency or producing services, contingent upon any of the factors listed in 110 a)- 1), above.

F. Prohibition of Inappropriate Use of Wholesalers

14. Inplacing, renewing, consulting on or servicing any insurance policy, Marsh shall not
direetly or indirectly knowingly place, renew, consult on or service its clients” insurance business

through a wholesale brokeruniessa greed to by the client after full disclosure ofa) the Compensation




received or to be received by Marsh, b) any Marsh interest in or contractual agreement with the
wholesaler, and ¢) any alternatives to using a wholesaler,

G. Mandated Disclosures to Clients

15. Marsh in placing, renewing, consulting on or servicing any insurance policy shallin -
writing: a) prior to binding; disclose to each client all quotes and indications sought and all quotes
-and indications received By Marsh iﬁ"cbﬂnééti&n witﬁ the coverage of the client’s Hsk withall terms,
ncludingbut ot timited-to any" Marsh interest in 61 coriira fital ‘agreements with any of the

“prospective insurers, and all Compensation to be received by Marsh for each quote, in doliars if
known at that time or as a percent of premium if the dollar amount is not known at that time, from
any insurer or third party in connection with the placement, renewal, consultation on or servicing of
insurance for that client; b) provide disclosure to cach client and obtain written consent in
accordance with § 8 of this Agreement for each client, and ¢} disclose to each client at the end of
each year all Compensation received during the preceding year or contemplated to be received from
any insurer or third party in connection with the placement, renewal, consultation on or servicing of
that clienf’s policy.

H. Standards of Cenduct and Training

1o. ~ Marsh shall implement company-wide written standards of conduct regarding
Compensation from insurers, consistent with the terms of this Agreement, subject to approval of
the Superintendent, which implementation shall include, inter alia, appropriate training of
relevant employees, including but not limited 1o fraining in business ethics, professional

obligations, conflicts of interest, anti-trust and trade practices compliance, and record keeping.




17. Marsh shall not place its own financial interest ahead of its clients’ interests in
determining the best available insurance product or service for its elients. Marsh shali
communicate with its clients in sufficient detail to cnable them to make informed choices on
Insurance products or services, and shall provide complete and accurate information to
prospeciive and current clients on all proposals and bids received from insurers, including the
amount of Compensation or other things of value that were or will be paid to Marsh by each
insurer.

J._Prohibitiop Apainst Vielating New York Law

18. Marsh shall not directly or indirectly engage or attempt to engage in violations of
Executive Law § 63 (12), the Donnelly Act (Gen. Bus, Law § 340 et seq.), and the Martin Act
{Gen. Bus. Law § 352-¢),

K. Limitation on Extraterritorial Effect

15, The provisions of paragraphs 7 through 17 shall apply only fo those Marsh entities
that (1) service clients domiciled in the United States; (2) place, renew, consult on or provide
services for policies covering risks in the Unites States; or (3) are, themselves, domiciled in the

United States.




MONITORING COMPLIANCE AND REPORTING

20. Marsh shall establish a Compliance Committee of the Board of Directors of Marsh

and McLerman Companies, Inc. which shal] monitor Marsh’s compliance with the standards of
conduct regarding Compensation from insurers and shall report on a quarterly basis to the Board of
Directors the results of its monitoring activities for a period of five (5) years from the effective date

of this Agreement.

21. Marsh shall maintain a record of al] complaints received concerning any
Compensation from an insurer which shall be provided to the Compliance Committee of the Board

of Directors with the Compliance Committes’s quarterly report and to the Superintendent annually
commencing from the effective date of this Agreement.

22, The Board of Directors of Marsh & McLennan Companies, Inc. shall file annual |
reports with the Superintendent on compliance with the standards of conduct regarding

Compensation arrangements for five (5) years commencing in December 2005, which shall also

include the amount of each form of Compensation received by Marsh from each insurer with which

it placed insurance during the preceding year.

COOQPERATION WITH THE SUPERINTENDENY

23. Marsh shall be subject to anpual examination by the Superintendent for five (5) years
at Marsh’s expense beginning in 2005. Marsh shall fully cooperate with the Superintendent in such
exammations. Marsh shall additionally provide private, secure office space, photocopying

equipment and any other administrative or clerical resources necessary to assist in any examination,
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as well as all relevant data, provided upon request by the Superintendent in electronic or
computerized format. The Superintendent may coordinate such examinations with other states.

COOPERATION WITH THE ATTORNEY GENERAI,

24. Marsh shall fully and promptly cooperate with the Attomey General with regard fo
his Investigation, and related proceedings and actions, of any other person, corporation or entity,
including but not limited to Marsh’s current and former employees, concerning the insurance
industry. Marsh shall use its best efforts to ensure that all its officers, directors, employees, and
agents also fuily and promptly cooperate with the Attorney General in his Investigation and related
proceedings and actions. Cooperation shall include without limitation: (1) production voluntarily
and without service of subpoena of any information and all documents or other tangible evidence
reasonably requested by the Attorney General, and any compilations or summaries of information
or data that the Attorney General reasonably requests be prepared; (2) without the necessity of a
subpoena, having Marsh’s officers, directors, employees and agents attend any proceedings at which
the presence of any such persons is requested by the Attorney General and having such persons
answer any and all inquiries that may be put by the Attorney General {or any of the Attorney
General’s deputies, assistants or agents) to any of them at any proceedings or otherwise
(“proceedings” include but are not limited to any meetings, interviews, depositions, hearings, grand
Jury hearing, trial or other proceedings); (3) fully, fairly and truthfully disclosing all information and
producing all records and other evidence m its possession relevant to ail inquiries reasonably made
by the Attomey General concerning any fraudulent or criminal conduct whatsoever about which it

has any knowledge or information; (4) in the event any document is withheld or redacted on grounds
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of privilege, work-product or other legal doctrine, a statement shall be submitted in writin g by Marsh
indicating: a) the type of document; b) the date of the document; ¢) the author and recipient of the
document; d) the general subject matter of the document; e} the reason for withholding the
document; and f) the Bates number or range of the withheld document, The Attorney General may
challenge such claim in any forum of its choice and may, without limitation, rely on all documents
or communications theretofore produced or the contents of which have been described by Marsh,
its officers, directors, employees, or agents; and (3) Marsh shéﬂ not jeapardize the safety of any
investigator or the confidentiality of any aspect of the Attorney General’s Investigation, including
sharing or disclosing evidence, documents, or other information with others during the course of the
investigation, without the consent of the Attorney General. Nothing herein shall prevent Marsh from
providing such evidence to other reguiators, or as otherwise required by law.

25. Marsh shall comply fully with the terms of this Agreement. If Marsh violates the
terms of § 24 in any material respect, as determined solely by the Attorney General: (1) the Attorney
General may pursue any action, criminal or civil, against any entity for any crime it has committed,
as authorized by law, without limitation; (2} as to any criminal prosecution brought by the Attorney
General for violation of law committed within six years prior to the date of this Agreement or for
any violation committed on or after the date of this Agreement, Marsh shall waive any claim that
such prosecution is time barred on grounds of speedy trial or speedy arraignment or the statute of
Himitations,

OTHER PROVISIONS

26, The Superintendent may take regulatory action to enforce this Agreement. The
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Superintendent may investigate or take regulatory action against any current or former Marsh
employee who is licensed by the Superintendent,

27. Marsh shall not seek or accept, directly or indirectly, indemnification pursuant to
any insurance policy, with regard to any or all of the amounts payable pursuant to this
Agreement.

28. The Attorney General will prompily file a Notice Discontinuing Action with
Prejudice, in the form attached hereto as Exhibit 3, voluntarily dismissing the Complaint with
prejudice, and will not initiate a new case against Marsh related to the matters set forth in the
Complaint or uncovered to date by the Attorney General’s Investigation.

29. The Superintendent will promptly discontinue the administrative proceeding
commenced by the Amended Citation with prejudice, pursuant to a Stipulation to be executed
contemporaneously herewith in the form attached hereto as Exhibit 4, and will not initiate a new
administrative proceeding against Marsh related to the matters set forth in the Amended Citation
or uncovered to date by the Superintendent’s Investigation.

30. This Agreement is not intended to disqualify Marsh, or any current employees of
Marsh, from engaging in any business in New York or in any other jurisdiction. Nothing in this
Agreement shall relieve Marsh’s obligations imposed by any applicable state insurance law or
regulations or other applicable taw,

31 This Agreement shall not confer any rights upon any persons or entities besides
the Attorney General, the Superintendent and Marsh.

32. Marsh shall maintain custody of, or make arrangements to have maintained, all
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documents and records of Marsh related to this matter for a period of not less than six {6) vears.
33, The Attorney General of the State of New York may make such application as
appropriate to enforce or interpret the provisions of this Agreement, or in the alternative,
maintain any action, either civil or criminal, for such other and further relief as the Attorney
General may determine is proper and necessary for the enforcement of this Agreement. If
comphance with any aspect of this Agreement proves impracticable, Marsh reserves the right to
request that the parties modify the Agreement accordingly.

34, In any application or in any such action, facsimile transmission of a copy of any
papers to current counsel for Marsh shall be good and sufficient service on Marsh unless Marsh
designates, in a writing to the Attorney General, another person to receive service by facsimile

transmission,

33. Facsimile transmission of a copy of this Agreement to counsel for each defendant
shall be good and sufficient sérvice on Marsh,

36. This Agreement shall be governed by the laws of the State of New York without
regard to conflict of laws principles.

37. This Agreement may be executed in counterparts,
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WHEREFORE, the following sigaatures arc affixcd hereto o this 30t day of

Jamary, 2008,

ELIOT $PITZER, ESQ.

=y

Anorey General

State of New York

120 Broadway, z5th Floor
New Yark, NY 10271

DAVIS POLK & WARDWELL

By:

Robert B. Fiske, Jr. Bsq.
Davis Polk & Wardwel}
450 Lexingion Avenue
Rew York, NY 10017
{212 450-4000

Atloroeys for Marsh &
MeLeanan Companics, Inc.

Attorneys for Marsh Inc.

HOWARD MILLS .

Acting Superipteadent of lasurance

" New York State Insurance Deparmmont

25 Beaver Strest
New York, NY 10604




%’»’HEREFORE, the following signatures arc affixed hereto on this 30th cfay of

ELIOT SPITZER, ESQ. BEOWARD MILLS
. # . - _q__

Afltoney General Acting Superintendentof Insurance
State of New Yark New York State: Insurance Department
120 Broadway, 251 Fleor 25 Beaver Street
New York, NY 10271 New Yok, NY 10004
DAVIS POLK & WARDWELL
By:

Robert B. Fiske, Ir. Esq.

Davis Polk & Wardwel]

450 Lexington Avepuc

New York, NY 10017

(212) 4504000
Attorneys for Marsh &

Mclennen Companies, Ine.

Atomeys for Mareh Ine,
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WHEREFORE, the following signatures are affixed hereto on this 30t day of

Japuary, 2005,

ELIOT SPITZER, BSQ.

Attornsy General

State of New York

120 Broadway, 25% Floor
New York, NY 10271

DAVIS POLK & WARDWELL

Robert B, Fiske)/Ir, Bsg ¥
Davis Polk & Wardwel]
450 Lexington Avenpe
New York, NY 10017
(212) 450-4000

Anomeys for Marsh &
MeLennan Companies, Inc.

Ariorneys for Marsh Inc.

5

HOWARD MIILS

Acting Superintendem of Insurance
New Yaork State Insurance Deparmnent
25 Beaver Sigeer

New York, NY 10004




EXHIBIT 1

“MARSI INC. WOULD LIKE TO TAKE THIS OPPORTUNITY TO APOLOGIZE FOR THE CONDUCT THAT
LED TO THE ACTIONS FILED BY TIE NEW YORK STATE ATTORNEY GENERAL AND
SUPERINTENDENT OF INSURANCE. THE RECENT ADMISSIONS BY FORMER EMPLOYRES OF
MARSH AND OTHER COMPANIES HAVE MADE CLEAR THAT CERTAIN MARSH EMPLOYEES
UNLAWFULLY DECEIVED THEIR CUSTOMERS. SUCH CONDUCT WAS SHAMEFUL, AT ODDS WITH
MARSH'S STATED POLICIES AND CONTRARY TO THE VALUES OF MARSH’S TENS OF THOUSANDS

OF OTHER EMPLOYEES.

IN RESPONSE, WE HAVE TAKEN PROMPT, CORRECTIVE ACTION AND IMPLEMENTED A SERIES OF

BUSINESS AND CORPORATE GOVERNANCE REFORMS. THE EMPLOYEES OF MARSH INC. ASK QUR

CLIENTS AND OTHERS TO ALLOW US THE OPPORTUNITY TO REGAIN THEIR TRUST.”
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EXHIBIT 2

GENERAL RELEASE

This RELEASE (the “Releass™) is executed this . dayof » 2005 by RELEASOR {defined below)
in favor of RELEASEE (defined below).

DEFINITIONS

“RELEASOR" refers to [fill in name __Fandany of its affiliates, subsidiaries, associates,
general or limited partners or partnerships, predecessors, Successors, or assigns, including, without limitation, any of
their respective present or former officers, dizectors, trustees, employees, agents, attorneys, representatives and
shareholders, affiliates, associates, general or limited partners or partnerships, heirs, executors, administrators,
PredecessoTs, SUCCEssors, agsigns or insurers acting on behalf of RELEASOR.

“RELEASEE" refers to Marsh & McLenpan Companies, Inc, and any of its subsidiaries, affiliates,
associates, general or limited partners or partnerships, predecessors, successors, or agsigns, including, without
limitation, any of their respective present or former officers, direetors, frustees, employees, agents, attorneys,
representatives and shareholders, affiliates, associates, general or limijted partnrs or parinerships, heirs, executors,
administrators, predecessors, SUCCES5 0TS, assigns or insurers {collectively, “Marsh™),

"AGREEMENT" refers to a certain agreement between Marsh and the Attorney-General of the State of
New York ("NYAG") and the Superintendent of Insurance of the State of New York {("NYSI"} dated February s
2003, relating to an action commenced against Marsh by NYAG dated October 14, 2604 captioged The People of
the State of New York against Marsh & MecLennan Companies, Inc, and Marsh Inc., Index No. 04/403342, and an
investigation by NY AG relating to same (the "Complaint”), and a Citation and Amended Citation captioned In the
Matter of Marsh & McLennan Companies, Inc. et, al., (Amended Citation No. 2004-0123-C), issued to Marsh by
NYS8Ton October 21, 2004 and Qetober 25, 2004, respectively, and an investigation by NYSI relating to same
(collectively, the "Amended Citation™).

RELEASE

i In consideration for the total payment of 3 in accordance with the terms of the
Agreement, RELEASOR does hereby fully release, waive and forever discharge RELEASEE from aay and all
claims, demands, debts, rights, causes of action or liabilities whatsoever, including known and voknown claims, now
existing or hereafter arising, in law, equity or otherwise, whether under state, fedetal or foreign statutory or common
law, and whether possessed or asserted direstly, indirectly, derivativety, representatively or in any other capacity
(collectively, “claims™), to the extent any such claims are based upon, arise out of or retate ta, in whole or in part,
any of the allegations, acts, omissions, transactions, events, types of conduct or matters that are the subject of the
Complaint, the Amended Citation, except for claims which are based upes, arise out of or refate to the purchase ar
sale of Marsh securities.

2. In the event that the total payment referred to in paragraph 1 is aot made for any reason, then this
RELEASE shal! be deemed null and void, provided that any payments received by RELEASOR shall be credited to
Marsh in connection with any claims that RELEASOR may assert against Marsh, or that are asserted on behalf of
RELEASOR or by a class of which RELEASOR is a member, against Marsh.

3. This RELEASE may not be changed orally and shall be governed by and interpreted in accordance
with the internal laws of the State of New York, without giving effect to choice of law principles, except to the extent
that federal law requires rhat federal law goveras. Any disputes arising out of or related to this RELEASE shall be
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subject to the exclusive jurisdiction of the Supreme Court of the State of New York or, to the extent federal
jurisdiction exists, the United States District Court for the Southern District of New York,

4. Releasor represents and warrants that the claits have not been sold, assigned or hypothecated in
whole or in part.

Dated:

RELEASOR:

By:

Print Name;

Title:
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EXHIBIT 4

SUPREME COURT OF THE STATE OF NEW YORK
COUNTY OF NEW YORK

________________________________________ X

THE PEOPLE OF THE STATE OF NEW YORK

by ELIOT SPITZER, Attorney General of

the State of New York,

Plaintiff, : Index No. 04/403342

NOTICE

DISCONTINUING

- against — : ACTION WITH PREJUDICE

MARSH & McLENNAN COMPANIES, INC., :

and MARSH INC., :

Defendants. :

________________________________________ X

PLEASE TAKE NOTICE that, pursuant to CPLR § 3217(a) and the agreement annexed
hereto, plaintiff hereby discontinues this action with prejudice as of this date without costs to
either party against the other.

Dated: New York, New York

[date]

ELIOT SPITZER,

Attorney General of the State of New York

By:

David D. Brown, IV
Assistant Attorney General
120 Broadway

New York, NY 10271
(212)416-8198

16




Attorney for Plaintiff
To:  Marsh & McLennan Companies, Inc.
1166 Avenue of the Americas
New York, New York 10036,
Marsh Inc. :
1166 Avenue of the Americas
New York, New York 10036.

WHEREFORE, the following signatures are affixed hereto this day of January,
2005.

Marsh & McLennan Companies, Inc.

By:

Marsh Inc.

By:

Eliot Spitzer, Attorney General
of the State of New York

By:
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EXHIBIT 4

STATE OF NEW YORK
INSURANGE DEPARTMENT
25 BEAVER STREET
NEW YORK, NEW YORK 10004

in the Matter of

MARSH & McLENNAN COMPANIES, INC.,

MARSH, INC., MARSH PLACEMENT INC.

{formerly known as Marsh Global Breking

Inc.), MARSH USA INC., MARSH USA [ALASKA), STIPULATION
MARSH USA (CONNECTICUT), MARSH USA No. 2004-0123-C
{(MASSACHUSETTS), MARSH USA (MICHIGAN),

MARSH USA (NEVADA), MARSH USA (OHI0),

MARSH USA (PENNSYLVANIA), MARSH USA

{TEXAS), MARSH USA {UTAH), MARSH

INSURANCE AGENCY & INVESTMENTS and

SEABURY & SMITH.ING., o

Respondents.

WHEREAS, Marsh Placement inc. (formerly known as Marsh Global Broking Inc.) is licensed
as a broker under Section 2104 of the New York Insurance Law {*Insurance Law") and as an excess line
broker under Section 2105 of the Insurance Law; Marsh USA Inc. is licensed as a broker under Section 2104
of the Insurance Law, as an excess line broker under Seation 2105 of the Insurance Law and as an agent
under Section 2103(b) of the Insurance Law; Marsh USA (Alaska) is Hcensed as an agent under Section
2103(b) of the Insurance Law; Marsh USA (Connecticut) is licensed as a broker under Section 2104 of the
Insurance Law, as an excess line broker under Section 2105 of the Insurance Law and as an agent under
Section 2703({a) of the Insurance Law; Marsh USA (Massachusetis} is licensed as a broker under Section
- 2704 of the Insurance Law and as an agent under Section 2103{a) of the Insurance Law; Marsh USA
{Michigan) is licensed as a broker under Section 2104 of the Insurance Law and as an agent under Section
2103(a} of the Insurance Law; Marsh USA (Nevada) is licensed as a broker under Section 2104 of the
Insurance Law; Marsh USA (Ohio) is licensed as an agentunder Section 21 03(b) of the Insurance Law; Marsh
USA (Pennsylvanla) is licensed as a broker under Section 2104 of the Insurance Law, as an excess line
broker under Section 2105 of the Insurance Law, as an agent under Section 2103 {a}and (b} of the Insurance
Law, and as a life broker uader Section 2104{b)}{1}{A) of the Insurance Law; Marsh USA (Utah) is ficensed
as a broker under Section 2104 of the Insurance Law; Marsh USA (Texas) is licensed as an agent under
Section 2103(b) of the Insurance Law; Marsh Insurance Agency & Investmants is licensed as an agentunder
Section 2103(a) of the Insurance Law; Seabury & Smith inc. is licensed as 2 broker under Saction 2104 of
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In the Matter of Marsh & McLennan Companies, Inc., et al. Page 22

the Insurance Law, as an excess line broker under Section 2105 of the Insurance Law, as an agent under
Section 2103(2) and (b} of the Insurance Law, and as an independent adjuster under Section 2108 of the
Insurance Law; and Marsh Inc. is a Delaware corporation with its principal place of business in the State of
New York; and

WHEREAS, all of the faregoing Respondents are wholly owred subsidiaries of Respendent Marsh
& Mgl.ennan Companies, Inc., which is a Delaware corperation with its principal place of business in the State
of New York; and

WHEREAS, on or about Oclober 14, 2004, the Aftorney General of the State of New York
commenced a civil action in the Supreme Caurt of the State of New York; County of New York, The People
of the State of New York v. Marsh & Mclennan Companies, Inc., et al,, Index No. 04-403342 {the “Civil
Action”); charging Respondents Marsh & McLennan Companies, Inc. and Marsh Inc. with fraudulent and ant-
competitive practices in connection with the brokering of insurance business in violation of the New York
- Executive-Law, the General Business Law and common 15w, and R

WHEREAS, the Civil Action has been resolved pursuant fo an Agreement Between the Attorney
General of the State of New York, the Superintendent of Insurance and Marsh & Mclennan Companies, Inc.
and Marsh Inc., dated January 20, 2005 (*Settlement Agreement*), a copy of which is annexed hereto: and

WHEREAS, the attached Amended Citation, dated October 25, 2004, chargirg the Respondents with
having used fraudulent, coersive andfordishonest practices, having demonstrated untrustworthiness, violating

was duly sarved on the Respondents; and

WHEREAS, Respandents have been advised and are awars of their statutory right to notice and a
hearing on said charges: and

WHEREAS, Réspondents desire to resolve sald charges by entering into a Sfipafation on the terms
and conditions hereinafter set forth in fieu of proceeding with a hearing in this matter; NOW THEREFORE,

IT IS HEREBY STIPULATED AND AGREED by and between the Respondents and the New York
State Insurance Department ("Department”}, subject te the approvat of the Superintendent of insurance, as
follows:

1. Respondents waive their right to further notice and hearing in this maiter, and agree to
fully comply with all of the terms and conditions of the Settfement Agreemaent,

2. Respondents agree to cooperate fully in all Department examinations of Respondents and
in ali Department investigations of current or former employees of Respondents or licensees of the
Department.

3. Respondents acknowledge that this Stipulation may be used against them in any fufure
Department proceeding if there is reason to belisve the terms of the Settlement Agreement or this Stipulation
have been violated by Respondents, or if the Departmentinstitutes disciplinary action against any Respondent
for any reason other than the acls considered herein,

4, The proceeding initiated by the attached Amended Citation is hereby resolved and
discontinued by the Depariment.

22
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Dated: New York, NY
January | 2005

NEW YORK STATE INSURANCE DEPARTMENT

By:

Jon G, Rothblatt
Principal Attorney

MARSH & McLENNAN COMPANIES, INC .,
MARSH, INC., MARSH PLACEMENT INC.
{formerly known as Marsh Global Broking

ne.}, MARSH USA INC., MARSH USA (ALASKA),
MARSH USA (CONNECGTICUT}, MARSH USA
(MASSACHUSETTS), MARSH USA (MICHIGAN),
MARSH USA (NEVADA), MARSH USA {OHIO),
MARSH USA {PENNSYLVANIA), MARSH USA
{TEXAS), MARSH USA (UTAH), MARSH
INSURANCE AGENCY & INVESTMENTS and
SEABURY & SMITH INC,,

By:
Name:
Title:
STATE OF NEW YORK )
)ss.:
COUNTY OF }
On this day of January, 2005, before me persanally came
+ 1o me known, who, being by me duly sworn, did depose
and say that he/she resides at
;that he/she is the o

Marsh & McLennan Com panies [nc., the corparation described in and which executed the ghove instrument

23
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on behalf of each of the entities listed above; a

nd that he/she signed hisiher name thereto by order of the
board of directors of said corporation.

Notary Public

THE FOREGOING STIPULATION i$ HEREBY APPROVED,

Dated: New York, NY
January , 2005

HOWARD MILLS
Acting Superintendent of Insurance

By:

Audray Samers
Deputy Superintendent & Gensaral Counsel

24
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STATE OF NEW YORK
INSURANCE DEPARTMENT
25 BEAVER STREET
NEW YORK, NEW YORK 10004

..................................... X
inthe Matter of '

MARSH & McLENNAN COMPANIES, INC.,

MARSH, INC., MARSH PLACEMENT INC.

(formerly known as Marsh Global Broking

Inc.), MARSH USA INC., MARSH USA (ALASKA), STIPULATION
MARSH USA (CONNECTICUT), MARSH USA No. 2004-0123-C
(MASSACHUSETTS), MARSH USA (MICHIGAN),

MARSH USA (NEVADA), MARSH USA {OHI0Q),

MARSH USA (PENNSYLVANIA), MARSH USA

(TEXAS), MARSH USA (UTAH), MARSH

INSURANCE AGENCY & INVESTMENTS and

SEABURY & SMITH INC.,

Respondents.

WHEREAS, Marsh Placement Inc. (formerly known as Marsh Global
Broking Inc.) is licensed as a broker under Section 2104 of the New York Insurance Law
(“Insurance Law”) and as an excess line broker under Section 2105 of the Insurance
Law; Marsh USA Inc. is licensed as a broker under Section 2104 of the Insurance Law,
as an excess line broker under Section 2105 of the Insurance Law and as an agent
under Section 2103(b) of the Insurance Law: Marsh USA (Alaskay) is licensed as an
agent under Section 2103(b) of the Insurance Law; Marsh USA (Connecticut) is
licensed as a broker under Section 2104 of the Insurance Law, as an excess line broker
under Section 2105 of the Insurance Law and as an agent under Section 2103(a) of the
Insurance Law; Marsh USA (Massachusetts) is licensed as a broker under Section 2104
of the [nsurance Law and as an agent under Section 2103(a) of the Insurance Law;
Marsh USA (Michigan) is licensed as a broker under Section 2104 of the Insurance Law
and as an agent under Section 2103(a) of the insurance Law: Marsh USA (Nevada) is
licensed as a broker under Section 2104 of the Insurance Law; Marsh USA (Ohio) is
licensed as an agent under Section 21 03(b) of the Insurance Law; Marsh USA
(Pennsylvania) is licensed as a broker under Section 2104 of the Insurance Law, as an
excess line broker under Section 2105 of the Insurance Law, as an agent under Section
2103 (a) and (b) of the Insurance Law, and as a life broker under Section 2104(b)(1)(A)
of the Insurance Law; Marsh USA (Utah) is licensed as a broker under Section 2104 of
the Insurance Law; Marsh USA (Texas) is licensed as an agent under Section 21 03(b)
of the Insurance Law; Marsh Insurance Agency & Investments is licensed as an agent
under Section 2103(a) of the Insurance Law; Seabury & Smith Inc. is licensed as a
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broker under Section 2104 of the Insurance Law, as an excess line broker under
Section 2105 of the Insurance Law, as an agent under Section 2103(a) and (b} of the
fnsurance Law, and as an independent adjuster under Section 2108 of the insurance
Law; and Marsh Inc. is a Delaware corporation with its principal place of business in the
State of New York; and

WHEREAS, all of the foregoing Respondents are wholly owned subsidiaries of
Respondent Marsh & Mclennan Companies, Inc., which is a Delaware corporation with
its principal place of business in the State of New York; and

WHEREAS, on or about October 14, 2004, the Attorney General of the State of
New York commenced a civil action in the Supreme Court of the State of New York,
County of New York, The People of the State of New York v. Marsh & McLennan
Companies, Inc., et al., Index No. 04-403342 (the "Civil Action™), charging Respondents
Marsh & Mclennan Companies, Inc. and Marsh Inc. with fraudulent and anti-
competitive practices in connection with the brokering of insurance business in violation
of the New York Executive Law, the General Business Law and common law,; and

WHEREAS, the Civit Action has been resolved pursuant to an Agreement
Between the Attorney General of the State of New York, the Superintendent of
Insurance and Marsh & McLennan Companies, Inc. and Marsh Inc., dated January 30,
2005 (“Settlement Agreement”), a copy of which is annexed hereto; and

WHEREAS, the attached Amended Citation, dated October 25, 2004, charging
the Respondents with having used fraudulent, coercive and/or dishonest practices,
having demonstrated untrustworthiness, violating Section 340 of the General Business
Law, and having engaged in determined violations of the Insurance Law, was duly
served on the Respondents; and

WHEREAS, Respondents have been advised and are aware of their statutory
right to notice and a hearing on said charges; and

WHEREAS, Respondents desire to resolve said charges by entering into a
Stipulation on the terms and conditions hereinafter set forth in fieu of proceeding with a
hearing in this matter; NOW THEREFORE,

IT IS HEREBY STIPULATED AND AGREED by and between the Respondents
and the New York State Insurance Department {("Department”), subject to the approval
of the Superintendent of Insurance, as follows:

1. Respondents waive their right to further notice and hearing in this matter,
and agree to fully comply with all of the terms and conditions of the Settlement
Agreement.

2. Respondents agree to cooperate fully in all Department examinations of
Respondents and in all Department investigations of current or former employees of
Respondents or licensees of the Department.
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3. Respondents acknowledge that this Stipulation may be used against them
in any future Department proceeding if there is reason to believe the terms of the

Setflement Agreement or this St
Department institutes disci
than the acts considered h

pulation have been violated by Respondents, or if the
plinary action against any Respondent for any reason other

4. The proceeding initiated by the attached Amended Citation is hereby
resolved and discontinued by the Department,

Dated: New York, NY
January 3q 2005

NEW YORK STATE INSURANCE DEPARTMENT

KA

"7 Jon'G. Rothbiatt
Principal Attorney

MARSH & McLENNAN COMPANIES, INC.,
MARSH, INC., MARSH PLACEMENT INC.
(formerly known as Marsh Global Broking

Inc.), MARSH USA INC., MARSH USA (ALASKA),
MARSH USA (CONNECTICUT), MARSH USA
(MASSACHUSETTS), MARSH USA (MICHIGAN),
MARSH USA (NEVADA), MARSH USA {OHIO),
MARSH USA (PENNSYLVANIA), MARSH USA
(TEXAS), MARSH USA (UTAH), MARSH
INSURANCE AGENCY & INVESTMENTS and i
SEABURY & SMITH INC.,

Dl

Name: Michael Cherkasky”

Title: c f 0 .
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STATE OF NEW YORK )

Jss
COUNTY OF NEW YORK )

On this &%day of January, 2008, before me persanally came

Mrcknst e
wenke 10 Me Known, who, being by me duly sworn,
/ﬁe;m ;’/’ﬁ /W

did depose and say that/helshe resides at /44

b Ink, % :that he/she is the /4. cer/’
of Marsh & Mclennan Campames Inc., the ¢ poratlon descn ed in and which
executed the above instrument on behalf of each of the entities listed above; and that
he/she signed histher name thersto by order of the board of darectors of said
corporation.

ELIZABETH KROR KELLNER M /éﬁ/@v
Notary Public, Stata of NewYark /

No, 01KE4653071 y Notary Pultfic

Qualified in New York Gounty
Commission Expires December 24, 2005

THE FOREGOING STIPULATION IS HEREBY APPROVED.

Dated: New York, NY
January %( |, 2005

HOWARD MILLS
Acting Superintendent of Insurance

QUMMQWW/%

Audr Samers
Deputy Supermtendent & General Counsel
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Amendment No. 1
To agreement between the Attorney General of the State of New York and the Superintendent of
Insurance of the State of New York, and
Marsh & McLennan Companies, Inc., Marsh Inc, and their subsidiaries and affiliates
(collectively “Marsh™} dated January 30, 2003

The parties to the above captioned Agreement (the “Agreement”), for good and valuabie
consideration, nereby agree to the following amendments to the Agreement;

Paragraph 8 is amended by inserting in clause (b), the word “U.S.” after the word “the” and
before the word “client” such that it now reads, in relevant patt: “(b} the 1.5, chient consents in
writing. ...”"

Paragraph 19 is amended and restated in its entirety to read as follows:

“K. Limitation on Extraterritorial Effect

16, The provisions of paragraphs 7 through 9 and 11 through 17 shall apply to all Magsh
entities that are domiciled in the United States. In addition, with respect to those
Marsh entities not domiciled in the United States, said provisions shall apply only to
(a) all insurance policy placement, renewal, consultation, or servicing performed for
any client domiciled in the United States, and (b) all insurance policy placement,
renewal, consultation, or servicing associated with covering property or operations
situated in the United States, respective of client domicile, Paragraph 10 shall
apply to all Marsh entities worldwide,”

This Amendment No. | has been executed on the date or dates set forth below, but shall be
effective on the effective date of the Agreement.

As hereby amended, the Agreement remains in full force and effect. This amendment may be
executed in counterparts,

In Witness Whereof, the parties have caused this Amendment to be signed by their authorized
representatives on this 'E“;Zday of April, 2005.

Eliot Spitzer, Esq. Howard Mills
/%%@M
Attorney General Superintendent of Insurance
State of New York New York State Insurance Department
120 Broadway, 25% Fioor 25 Beaver Strect

New York, NY 18271 New Yerk, NY 10004



Amendment No, |
To sgrecment between the Attorney General of the State of New Yotk and the Superinwendent of
Insirance of the State of New York, and
Marsh & MeLenman Companies, Inc., Marsh Inc. and their subsidiaries and affiliates
(eolfectively “Marsh™) dated 5 annary 30, 2005

The parties to the above captioned Agreement (the “Agreement™), for good and valuabla
consideration, herehy agree 1o the foltowing amendments to the Agreement:

Pacagraph § is amendeg by inserting in clause (b, the word “12.8.” after the word “the” and
before the word “client” such that it now reads, in relevant part: “(b) the .S, client consents in
writiog, ..

Paragraph 19 is amended and restated in its entirety 1o read as follows:

“K. Limitation on Extraterritorial Bffect
i9, The provisions of paragraphs 7 through 9and 11 through 17 shall appdy to all Marsh
entities that are domicilod iy the Unitéd States. [n addition, with respect 1o those

{a) all inswrance policy placemen, renewal, consultation, or servicing performed for
any client domiciled in the United States, ang (b} al! inswance poticy placement,
renewal, consultation, or servicing associated with covering property or operations
situated in the United States, irrespective of client domicile, Paragragh 10 shall
apply to all Marsh entitioy workiwide.”

This Amendment No. 1 has boen exceuted on the date or dates set forth below, but shall ke
effective on the effeerive date of the Agreement,

As hereby amended, the Agreemen L remains in full foree and effect. This emendment may be
executed in counterparts,

In Witness Whereof, the parties have caused this Amendment to be signed by their amthorized
representatives on this a8y of April, 2065,

Eliot $pitzer, Esq. Howard Mills

Attorney Geners! Stiperinterident of Insurance

State of New York New York State Insurance Department
- St e

120 Broadway, 25% Flaor 25 Beaver Streer

New York, NY 10271 New York, NY 10004




o1
Marsi;ffﬁ{/c[,ennm] Ce%\ni s, Inc. Marél Inc.
7 - ) /.
By" U/ C By M C

Michael G. Cérkasky Michael G. Cherkasky
President and CEO Chairman and CEQ

1166 Avenue of the Americas 1166 Avenue of the Ameri
New York, NY 10036 New York, NY 10036

(S




AMENDMENT #2 TO

AGREEMENT BETWEEN THE ATTORNEY GENERAL OF THE STATE OF NEW
YORK AND THE SUPERINTENDENT OF INSURANCE OF THE STATE OF NEW

YORK, AND MARSH & McLENNAN COMPANIES, INC.,, MARSH, INC. AND THEIR
SUBSIDIARIES AND AYFILIATES (collectively “MARSH”) DATED JANUARY 30, 2005
{hereinafter, the “Settlement Agreement’)

WHEREAS, the parties have agreed to amend the Settlement Apgreement to clarify its
application to certain Marsh businesses and practices;

NOW THEREFORE, the parties agree that the Settlement Agreement shall be clarified
and amended as follows: .

If The Schinnerer Group, Inc. or Price Forbes Limited (UK) or any of their direct or
indirect subsidiaries are no longer directly or indirectly owned by Marsh as of October 31, 2005,
then such entity or entities which are no longer owned by Marsh. shall not be subject the
requirements of the Settlement Agreement. If The Schinnerer Group, Inc. or Price Forbes
Limited (UK) or any of their direct or indirect subsidiaries remain divectly or indirectly owned by
Marsh on October 31, 2003, then the provisions of the Settlement Agreement shall continue to
apply to such entity or entities, even if sold at a later date.

WHEREFORE, the foliowing signatures are affixed hereio on ﬂﬁsﬂtﬁ day of
September, 2005,

ELIOT SPITZER HOWARD MILLS
‘-’J&’ : ’ L
Attokndy Generdl of the Superintendeng of Insurance aw
State of New York New York State Insurance Department :
120 Broadway, 250 Floor 25 Heaver Street
New York, NY 10271 New Yok, NY 10004
Marsh & MeLe Companies, Inec. Marsh Inc. g
‘ Af/b{ -\ ‘/\
Michagl G. Cherkasky Michael G. Cherkasky
President and CEQ Chairmen and CEO
1166 Avenue of th ericas 1166 Avenue of the Amer;

New York, NY 10036 New York, NY 10036




Amendment No. 3
to Agreement between the Attorney General of the State of New York and the Superintendent of
Insurance of the State of New York, and
Marsh & McLennan Companies, Inc., Marsh Inc. and their subsidiaries and affiliates
(collectively, “Marsh™) dated January 30, 2005, as amended
{hereinafter, the “Settlement Agreement”)

WHEREAS, the parties recognize that part of Marsh’s business is to act as a managing
general agent or underwriting manager for insurance carriers; and

WHEREAS, the parties have agreed to amend the Settlement Agreernent to clarify the
permissible means by which Marsh may act and be compensated as a managing general agent or
underwriting manager;

NOW, THEREFORE, the parties hereby agree that the Settlement Agreement shall be
clarified and amended as follows:

1. Paragraph 8 of the Settlement Agreement is hereby amended, such that the following
shall be added after the second sentence of Paragraph 8:

“The parties agree that the preceding two sentences shall not apply to
MGA Compensation, which Marsh may receive when and to the extent it
acts as an MGA. As used herein,

(a) Marsh shall be acting as an *MGA” when: (i) Marsh has been
appointed by an insurer as a managing general agent or an
underwriting manager, to be the insurer’s representative in
connection with the management of such insurer’s book of
business with respect to a specific product or product line; and (ii)
in such capacity, Marsh (A) communicates with prospective
insureds only through professional insurance brokers (including
those units of Marsh which act in such capacity on behalf of
insureds), and (B) places all such business for such product or
product line only with and for such insurer, and

(b) “MGA Compensation” means the Compensation Marsh
receives from the appointing insurer as consideration for the MGA
services Marsh renders to such insurer.”

2. Paragraph 10 of the Settlement Agreement is hereby amended, such that the following
sentence shall be added at the conclusion thereof:

“The parties agree that this Paragraph shall not apply to MGA Compensation.”




3. Clause (a) of the first sentence of Paragraph 14 of the Settlement Agreement is hereby
deleted, and the following shall be added in its place and stead:

“a) the Compensation received or to be received by Marsh (other than MGA

Compensation),”

4. Paragraph 15 of the Settlement Agreement is hereby amended, such that the following
sentence shall be added at the conclusion thereof:

“The parties agree that this Paragraph shall not apply to MGA Compensation.”
. Other than as amended above, the Settlement Agreement shall remain in full force and effect.

. This amendment may be executed in counterparts,

1A
WHEREFORE, the following signatures are affixed hereto on this ! z day of August, 2006.

Eliot Spitzer

Attorney General

State of New York

120 Broadway, 25" Floor
New York, NY 10271

Marsh & MclLennan Companies, Inc.

By
Michael G. Cherkasky
Prestdent and CEO

1166 Avenue of the Americas
New York, NY 10036

Howard Mills

Superintendent of Insurance

New York State Insurance Department
25 Beaver Street

New York, NY 10004

Marsh Inc.

By
Brian M. Storms

Chairman and CEO

1166 Avenue of the Americas
New York, NY 10036




3. Clause (a) of the first sentence of Paragraph 14 of the Settlement Agreement is hereby
deleted, and the following shall be added in its place and stead:

“a) the Compensation received or to be received by Marsh (other than MGA

Compensation),”

4. Paragraph 15 of the Settlement Agreement is hereby amended, such that the following
sentence shall be added at the conclusion thereof:

“The parties agree that this Paragraph shall not apply to MGA Compensation.”

3. Other than as amended above, the Settlement Agreement shall remain in full force and effect.

6. This amendment may be executed in counterparts.

1N
WHEREFORE, the following signatures are affixed hereto on this [ ? day of August, 2006,

Eliot Spitzer

Attorney General

State of New York

120 Broadway, 25" Floor
New York, NY 10271

Marsh & McLennan Companies, Inc.

By
Michael G. Cherkasky
President and CEQ

1166 Avenue of the Americas
New York, NY 10036

l‘teward Mills
"

Ao \, i % . s . .
Qi vuellen, bopsioh: Gagr/
Superintendent of Insurance
New York State Insurance Department
25 Beaver Street
New York, NY 10004

Marsh Inc.

By
Brian M. Storms

Chairman and CEQ

F166 Avenue of the Americas
New York, NY 10036




3. Clause (a) of the first sentence of Paragraph 14 of the Settlement Agreement is hereby
deleted, and the following shall be added in its place and stead:
“a) the Compensation received or to be received by Marsh (other than MGA
Compensation),”
4. Paragraph 15 of the Settlement Agreement is hereby amended, such that the following
sentence shall be added at the conclusion thereof:
“The parties agree that this Paragraph shall not apply to MGA Compensation.”
3. Other than as amended above, the Settlement Agreement shall remain in full force and effect.
6. This amendment may be executed in counterpéarts.
- . m "
WHEREFORE, the following signatures are affixed hereto on this )? day of August, 2006.
Eliot Spitzer Howard Mills
Attorney General Superintendent of Insurance
State of New York New York State Insurance Department
120 Broadway, 25" Floor 25 Beaver Street
New York, NY 10271 New York, NY 10004

Marsh Inc.

/f ,s,J\- C

Michael G.L/Cherkasky
President and CEQ
[ 166 Avenue of the Americast

Brian M. Storms
Chairman and CEQ
1166 Avenue of the Americas

New York, NY 10036 New York, NY 10036



Amendment No.4
to Agreement between the Attorney General of the State of New York and the
Superintendent of
Insurance of the State of New York, and
Marsh & McLennan Companies, Inc., Marsh Inc. and their subsidiaries and affiliates
{collectively, "Marsh™) dated January 30, 2005, as amended
(hereinafter, the "Settlement Agreement")

WHEREAS, pursuant to paragraph 33 of the Settlement Agreement, the pariles recognize
that Marsh has the right to request that the parties modify the Agreement if compliance
with any aspect of this Agreement proves impracticable; and

WHEREAS, the parties have agreed to amend the Settlement Agreement to permit Marsh
to engage in certain business practices, consistent with the terms and conditions of this
Agreement;

NOW, THEREFORE, the parties hereby agree that the Settlement Agreement shall be
clarified and amended as follows:

1. Paragraph 8 of the Settlement Agreement is hereby amended, such that the first
and second sentences shall be amended to read as follows:

“In connection with its insurance brokerage, agency, producing, consulting and
other services in placing, renewing, consulting on or servicing any insurance
policy, Marsh shall accept only: a specific fee to be paid by the client; a specific
percentage commission on premium to be paid by the insurer set at the time of
purchase, renewal, placement or servicing of the insurance policy: a specific fee
for service(s) to be paid by the insurer set at the time of purchase, renewal,
placement or servicing of the insurance policy; or a combination of fee and
commission. Marsh shall accept no such commissions or fees unless, before the
binding of any such policy, or provision of any such service: {a) Marsh in plain,
unambiguous written language fully discloses such commissions or fees in either
dollars or percentage amounts, and the specific nature of each service for which
fees are to be received; and (b) the U.S. client consents in writing.”

2. Paragraph 15 of the Settlement Agreement is hereby amended in its entirety to
read as follows:
“15. Marsh in placing, renewing, consulting on or servicing any insutance
pelicy shall in writing: a) prior to binding, disclose to each client all quotes and
indications sought and all quotes and indications received by Marsh in connection
with the coverage of the client’s risk with all terms, including but not limited to
any Marsh interest in or contractual agreements with any of the prospective




msurers, and all Compensation to be received by Marsh for each quote, in dollars
if known at that time or as a percent of premium if the dollar amount is not known
at that time, from any insurer or third party in connection with the placement,
renewal, consultation on or servicing of insurance for that client; b) provide
disclosure to each client and obtain written consent in accordance with ¥ 8 of this
Agreement for each client and (¢) disclose to each client at the end of each year
all Compensation received during the preceding year or contemplated to be
received from any insurer or third party in connection with the placement,
renewal, consultation on or servicing of that client’s policy, provided that the
Superintendent and the Attorney General may modify or limit such annual
disclosure requirements in order to reduce unreasonable administrative burden
upon Marsh. The parties agree that this Paragraph shall niot apply to MGA
Compensation,”

3. Paragraph 22 of the Settlement Agreement is hereby amended in its entirety to
read as follows:

“22. 'The Board of Directors of Marsh & McLennan Companies, Inc. shall file
annual reports with the Superintendent on compliance with the standards of
conduct regarding Compensation arrangements for five (5) years commencing in
December 2005, which shall also include the amount of each form of
Compensation received by Marsh from each insurer with which it placed
insurance during the preceding year, provided that the Superintendent may
modify or limit such annual report requirements in order to reduce unreasonable
administrative burden upon Marsh.”

4. This amendment may be executed in counterparts.



WHEREFORE, the following signatures are affixed hereto on this 3™ day of August,

2007.

Honcrable Andr =Cu{}mg

an‘./
a‘%‘f’M Xg’

Amt‘:’ eera |
State of New York

120 Broadway, 25% Floor
New York, NY 10271

Marsh & McLennan Companies, Inc.

By
Michael G. Cherkasky
President and CEQ

1166 Avenue of the Americas
New York, NY 10036

Honorable Eric Dinalio

Superintendent of Insurance
New York State Insurance
Departiment

25 Beaver Street

New York, NY 10004

Marsh Inc.

By
Brian M. Storms

Chairman and CEQ

1166 Avenue of the Americas
New York, NY 10036




WHEREFORE, the following signatures are affixed hereto on this 3™ day of August,

2007,

Honorable Andrew Cuomo

Attorney General
State of New York

120 Broadway, 25® Floor
New York, NY 10271

Marsh & McLennan Companies, Inc.

By
Michael G. Cherkasky
President and CEQ

1166 Avenue of the Americas
New York, NY 10036

Honorable Eric Dinallo

b.\-. Pobet W, Cashow bqﬁ\fi’\? Su

Superintendent of Insurance
New York State Insurance
Department

25 Beaver Street

New York, NY 10004

Marsh Ing.

By
Brian M. Storms

Chairman and CEQ

1166 Avenue of the Americas
New York, NY 10036

?WMW" v

Gorwad Counstl




WHEREFORE, the following signatures are affixed hereto on this 3" day of August,

2007,

Honerable Andrew Cuomo

Attorney General
State of New York

120 Broadway, 25% Floor
New York, NY 10271

Marsh & McLennap Companies, Inc.

]
. .
By /% (i / i /
Michael G. Cherkasky
President and CEO

1166 Avenue of the Américas

New York, NY 1003

Honorable Eric Dinallo

Superintendent of Insurance
New York State Insurance
Department

25 Beaver Street

New York, NY 10004

Marsh Inc.

d /
oy wfzé]w cf;f;%/ff 7
Brian M. Storms
Chairman and CEQ
1166 Avenue of the Americas

New York, NY 10036
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Settlement Fund Distribution Related Documentation
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STATE OF NEW Yok

OFFICE OF THE ATTORNEY GENERAL
Euor Seirzer DIETRICH L. SNELL
Atimey Genersl Deputy Atiorney Geners]
7 Febmry 9, 2005 Bavio D, Brown, v
Buresss Chief
Mﬁm Invertment Protection Bureau
Brian Lutz, Bsq.
Marsh & McLennagn Companies, Inc.
1166 Avenue of the Americas
New York, New York 10036
Re:  Policyholder Compensation Formula and Example
Dear Mr. Lutz:

As Asgistant Attorneys General Matt Gau] and Mel Goldberg discussed with you today,
the Attorney General, conditioned on your countersignature of this letter, approves the
Policyholder Compensation Formula and Example attached hereto.

The Superintendent of Insurance of the State of New York has authorized me to inform
you that he also conditions his approval of the attached Formula and Example on your
- countersignature of thig lettqr.

—
Assistant Attomey General

Marsh & McLes;nan Companies, Inc.,
Marsh Inc. and their subsidiaries and affiliates

120 Broadway, New York, NY 10271
RnaleMaum 124158172 Fax (212} 416-3178
Securities Matteys (212) 4169222 Fax (212) ¢16-8815
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FRDTUD™IED LI

Step 1.

Step 2.

Step 3,

Step 4.

Step .

Step 6.

Calculate the contingent commission/override reveaue rate (“CC/Q
Rate”) by Year (“Y”), Insurer (“I'") and product line (“L"):

b

CC/O Rate = C/
Total Premiums recorded by Marshin Yhy I and L

For each eligible client, {dentify amount of premium for each policy in
each YbyIand L.

Multiply amount of preminm for each policy by CC/O Rate for each V
by I and L to determine the attributed CC/O for each such policy.

Aggregate total CC/O recorded by Marsh from January 1, 2001 to
December 31, 2004 attributable to eligible clients,

Calculate the Payout Percentage:

Payout Percentage =

$850 milli
Total CC/O recorded by Marsh between 1/1/01 and
12/31/04 attributable to eligible clients

Multiply attributed CC/O by Payout Percentage.

P.ad4
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Step 1. Caleulate the CC/ORateby Y, I and L:

Example Ja: Marsh recorded $100,000 in CC/O for 2002 from Insurer 123 Ing, Co. in
Excess Casualty on $1 million in total Excess Casualty premiums placed by Marsh
during 2002 with 123 Ins. Co. ,

CC/O Rate 1002, 125 puy, ¢, Exoess Comealyy = __$100,000 =10%
. $1 million
Example 1h: Marsh recorded $50,000 in CC/O for 2003 from Fnsurer XYZ Ins. Co. in
Property on $2.5 million in tota] Property premiums placed by Marsh during 2003 with
XYZ Ins. Co.

CC/O Rate 2005, xv s, o, Propery =_$30,000 =29
$2.5 million

Step2.  For each eligible client, identify amount of premium for each policy in
each YV by I and L,

%jlff;ie Insurer Nl;ﬁgr Product Line Year Premium

ABCInc. | XYZIns. Co. P397649 Property 2003 $500,000
ABC Inc. 123 Ins. Co. | EC98401 | Fixcess Casgualty 2002 | $1,000,000

Step 3. Multiply amount of premium for each policy by CC/O Rate for each Y by
Iand L to determine the attributed CC/O for each such policy.

Egilf::ie Tosurer Year Premiam CC/O Rate Atgicb}u(:)ted

ABC Inc. XYZ Ing, Co. 2003 $500,000 2.0% $10,000

ABC Inc. 123 Ins. Co. 2002 $1,000,000 10.0% $100,000
Total Attributed CC/O for ABClpe.= | $I 10,000

Stepd.  Aggregate total CC/O recorded by Marsh between Janvary 1, 2001 and
December 31, 2004 attributable to eligible clients,

Step S.  Caiculate the Payout Percentage:

0 million =~ 499,
~ $1.721 billion

Step 6. Multiply Attributed CC/O by Payont Percentage.

Total Attributed CC/O Payont Percentage Total Compensation to ARBC Inc.
$110,000 49% ‘ £53,900




Michael G, Cherkasky
President and Chief Executive Officer

Marsh & McLennan Companies, Inc.
1166 Avenue of the Americas
New York, New York 1036

To U.8. Policyholder Clients,

I'am writing to inform you of your eligibility to participate in a settlement fund established by
Marsh & McLernan Companies, Inc. (“Marsh™).

Actions Filed by the New York Attorney General and Superintendent of Insurance

In October 2004, the New York Attorney General and Superintendent of Insurance commenced
actions against Marsh alleging, among other things, that Marsh engaged in “bid rigging,” improperly
steered insurance placements to insurers that paid Marsh contingent commissions, and failed to
adequately disclose contingent compensation arrangements. The complaint filed by the Attorney General
and the amended citation issued by the Superintendent of Insurance are available on their respective
websites.

The Settlement Agreement

On January 30, 2005, Marsh entered into a settlement agreement to resolve these actions. A copy
of the Settlement Agreement is available at www.marshsettlement.com. As part of the settlement, Marsh
agreed to establish an $850,000,000 Fund payable over four years to compensate those “U.S, policyholder
clients who retained Marsh to place, renew, consult on or service insurance with inception or renewal
dates between January 1, 2001 through December 31, 2004 where such placement, renewal, consultation
or servicing resulted in contingent commissions or overrides recorded by Marsh between January 1, 2001
through December 31, 2004.” See 7 2(a).

The Allocation of the Settlement Funds

Attached is a statement setting forth the amount you are eligible to receive from the Fund, The
parties agreed to use revenue attributable to contingent commissions solely as a mechanism for altocating
the settlement funds to eligible policyholders. This method of allocation eliminated the need for any
policyholder to demonstrate that it suffered any actual harm or injury. Pursuant to an approach approved
by the Attorney General and Superintendent of Insurance, Marsh has calculated the amount of premium
and contingent commissions or overrides attributable to each eligible policyholder for each insurer, each
product line and each year. In certain instances, Marsh has used estimates where premium data was not
available to Marsh (for example, because the insurer billed the policyholder directly).




The Release

The decision of whether or not to participate in the Fund s entirely voluntary, If you elect to
receive a distribution from the Fund, you must sign and return the enclosed release by
September 20, 2005. The form of the release has been approved by the Attorney General and
Superintendent of Insurance. By signing the release, you will give up your right to pursue any claims
against Marsh or its related entities for any matters related to the actions filed by the Attorney General
and Superintendent of Insurance, including claims that relate to policies issued prior to
January 1, 2001. The release does not preclude participating policyholders from seeking relief against
non-Marsh entities or individuals.

If you elect not to receive a distribution from the Fund, you will retain any rights you may have to
pursue an individual or class action against Marsh, including by participating in a putative class action
against Marsh and other companies that is currently pending in the District Court of New Jersey entitled
In Re: Insurance Brokerage Antitrust Litigation, Civil No. (4-5184 (FSH), MDL No. 1663, or any other
pending actions. These actions assert numerous violations of federal and state statutory and common law
and seek various forms of damages and other relief on behalf of policyholders.

Payment Mechanisms

As a general matter, payments will be made in instaliments over the next four years, beginning on
November 1, 2005. Under the Settlement Agreement, “Marsh shall pay proportionally to each
Participating Policyholder as much of that Participating Policyholder’s aggregate share of the Fund as
possible with the monies then available in the Fund . . .” See 7 6. Thus, the payment schedule will
depend upon the percentage of eligible policyholders that elect to participate.

In deciding whether to participate in the Fund, you should review the complete terms of the
Settlement Agreement, including the following provision: “In no event shall a distribution be made from
the Fund to any Non-Participating Policyholder until all Participating Policyholders have been paid the
full aggregate amount due . . . nor shall the total payments from the Fund to any Non-patticipating
Policyholder exceed 80% of that Non-participating Policyholder’s original allocated share.” See § 3.

Amounts Remaining in the Fund

Under no circumstances will any portion of the settfement Fund revert to Marsh. In particular,
“if any funds remain in the fund as of June 20. 2008, any such funds shall be distributed on a pro rata
basis to Participating Policyholders.” See § 3. Thus, “the amount paid {to Participating Policyholders]
may increase if there is less than full participation by eligible clients in the Fund.” See § 2.

* * *®

If you have any questions about participation in the Fund and are calling from within the United
States, Canada or a U.S. territory, you may contact our service center at (800) 406-1541. If calling from
outside the United States, Canada or a U.S. territory, please use the appropriate international access code
followed by (941) 906-4643. On behalf of Marsh, I want to thank you for your business and your
patience.

Sincerely,

Michael Cherkasky

Enclosures



Must be Postmarked Marsh Settlement MMC

Septomber 20, 2005 o o Box gz A

Melville, NY 11747-8892
(800) 406-1541 (United States)
{941) 806-4643 (International)

[Control Number Barcode] REQUIRED INFORMATION OR CORRECTIONS

address corrections below if any
ary OR.if the distrioution check should

[Settiement Identification Number Barcods] 123 458 7890 Write any name
corrections are ny

Risk Manager

ABC Corporation
123 Maple St.

New York, NY 12345

GENERAL RELEASE

This RELEASE (the "Release") is executed this ____ day of RELEASEE (defined below).

"RELEASOR" refers to ABC Corporation and any
predecassors, successors, or assigns, including, withou
agents, attorneys, representatives and sharehoiders, affilia
predecessors, successors, assigns or insurers actin behalf of R

or Emited partners or parinerships,
2 officers, directors, trustees, empioyees,
OF: partnersh;ps heirs, executors, administrators,

"RELEASEE" refers to Marsh & McLennan Com
predecessors, successors, or assigns, including
agents, attorneys, representatives and sharehold
predecessors, SUCCessars, assigns or insurers (collet

s, assotiates, general or limited pariners or partnerships,
£ spectwe pregent or former officers, directors, trustees, employees,
dociates, general or limited partrers or partnerships, heirs, executors, administrators,

"AGREEMENT" refers to a certain agreg

Insurance of the State of New York ("N
captioned The People of the State ofh
by NYAG relating o same (the "Complai
(Amended Citation No. 2004-0123-C), issui
relating to same {collectively, the "Amended C

dhe State of New York ("NYAG") and the Superintendent of
ion commenced against Marsh by NYAG dated October 14, 2004
; fnc. and Marsh Inc., Index No. 04/403342, and an investigation
tapticned In the Matter of Marsh & Mcl.ennar Companies, Inc. et. al.,

tand October 25, 2004, respectively, and an investigation by NYSI

1. In consideration for the tot:
forever discharge RELE >
claims, now existing or h
possessed or asserted direc
based upon, arise out of
matters that are the subject of §
sale of Marsh i

KX XXX in accordance! with ?:e terms of the Agreement, RELEASCR doss hereby fully release, waive and
demandsydebtsiTights, causes of action or ligbiliies whatsoever, including known and unknown
@, whether under state, federal or foreign statutory or commeon iaw, and whether
r in any other capacity {collectively, “claims"}, to the extent any such ciaims are
whole or in part, any of the allegalions, acts, omissions, fransaciions, events, types of conduct or
ing, the Amend Citation, except for claims which are based upon, arise out of or relate to the purchase or

raph 1 is not made for any reason, then this RELEASE shall be deemed null and veid,
LEAS@R shall be credited to Marsh in connection with any claims that RELEASOR may asserl against
#'by & class of which RELEASOR is a member, against Marsh.

all be governed by and interpreted in accordance with the internal laws of the State of New York,
to the extent that federal law requires that federal law governs,

4, Releasor répresen frants that the claims have not been soid, assigned or hypothecated in whole or in part.

RELEASOR: i } Dated: [ l
Taxpaver ID No:

Print Name: i

Title: L

Signed By: L —l Social Security No / |
|
|

Phone Number; ' ( ) _ g




APPENDIX E:

Compliance Procedures - Transactional Policies and Procedures
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Introduction

hen clients engage Marsh &
McLennan Companies to obtain

F W insurance coverage, they deserve our
finest efforts. A key component of this is the
placement process—that is, deter-
mining appropriate insurers for
the type of risk involved, negoti-
ating with those carriers on
clients’ behalf to obtain the best
coverage at the best price, and
obtaining the proper documen-
tation or policies to reflect this
insurance coverage.

While the insurance placement
process has been around for
hundreds of years, it is rarely
understood or appreciated. In
the past, it was not a practice
for brekers to detail all the elements of the place-
ment process. At that time, much work was done
behind the scenes to the benefit of clients, some-
times without client knowledge or involvement.

Those days are gone. As we have stated on numet-
ous occasions, we are fully committed to the prin-
ciple of transparency. We have also permanently
eliminated the practice of receiving any form of
contingent compensation from insurers on our

-ﬁw/ o’

retail business and are insisting that insurance
companies show commission rates on all policies.

To ensure you fully understand cur commitment
to leading the industry in reform, we are proud to
issue the MMC Transparency
Stendards for Insurance
Transactions. We believe our
ground-breaking efforts, as
described in this guide, are
unparalleled, in particular

with respect to the extent of
disclosure and transparency.

I know I can count on you to
follow our new policy, and learn
our new procedures and apply
them with dedication and
commitment.

Thank you very much for your continued support.

Respectfully yours,

)

i1

Michael G. Cherkasky
President and Chief Executive Officer

From First Editior: dated April 1, 2005




1. Overview

Marsh & Mclennan Companies, Inc. and its subsidiaries
(together “MMC”) are committed to the highest profes-
sional standards in the risk and insurance services
industry. This policy outlines the transparency stan-
dards that govern the activities of MMC colleagues
when they place, renew, consult on or service insur-
ance policies for clients that have placed or are seek-
ing to place insurance through MMC (“client insurance
services”).

In the course of providing these client instirance
services, MMC colleagues shall obey applicable laws,
act in the best interest of the client and provide trans-
parency of facts relevant to the ways that MMC is
compensated for these services, as well as the market-
ing methods that MMC employs to negotiate with and
chtain coverage from the insurance or reinsurance
markets on behalf of clients.

Il. Types of Compensation

A.Permissible Forms of Compensation
For client insurance services, MMC will accept only:
® a gpecific fee to be paid by the client;

@ a specific percentage commission on premium to
be paid by the insurer set at the time of purchase,
renewal, placement, or servicing of the insurance
policy; or

# a combination of both.

Among the permissible compensation arrangements
are the following:

# retail commissions to be paid by (1) insurers, (2)
managing general agents or wholesale brokers
acting on behalf of insurers or (2) clients with
respect to a specific placement, at a specific
amount, at a specified percentage rate or subject to
a cap or minimum negotiated with the client;

B reinsurance or wholesale commissions to be paid
by (1) insurers, (2) reinsurers or (3) clients with

 Policy on Transparency in Providing
Client Insurance Services

respect 1o a specific placement, at a specific
amount, at a specified percentage rate or subject
to a cap or minimum negotiated with the client;

® fees payable by the client that are adjustable
based upon the achievement of or failure to
achieve specified goals;

® fees based upon hourly charges payable by the
client;

B commissions payable by insurers as to certain lines
of coverage and fees payable by the client as to
other lines of coverage;

® a combination of commissions payable by insurers
and fees payable by the client for z line of coverage,
except where applicable insurance laws prohibit
such an arrangement,

B. Prohibited Forms of Compensation

1. Contingent Compensation

In connection with providing client insurance services,
MMC will not directly or indirectly accept from or
request from an insurer any contingent compensation.
Nor wili MMC accept from or request of an insurer any
promise or commitment to use any brokerage, agency,
producing, consulting or reinsurance service that is
contingent upon any of the contingency factors
described beiow.

Among the forms of prohibited compensation are
commissions from insurers contingent upon any of the
following factors:

B placing a particular number of policies or dollar (or
other currency) value of premium with the insurer;

B achieving a particular level of growth in the number
of policies placed or dollar {or other currency) value
of premium with the insurer;

® meeting a particular rate of retention or renewal of
palicies in force with the insurer;

# placing or keeping sufficient insurance business
with the insurer to achieve a particular loss ratio or
any cther measure of profitability,




# providing preferential treatment in the placement
process, including but not limited to the giving of
last looks, first looks, rights of first refusal, or limit-
ing the number of quotes sought from insurers for
insurance placements; or

® obtaining anything else of material value for the
insurer.

2. Gifts, Entertainment and Other Items
of Material Value

Other than permissible compensation as described
above, MMC colleagues will not directly or indirectly
accept or request anything of material value from an
insurance company including money, credits, loans,
forgiveness of principal or interest, vacations, prizes,

gifts or the payment of employee salaries or expenses.

Each MMC operating company involved in the provi-
sion of client insurance services shall issue a detailed
Policy on Gifts and Entertainment consistent with
these requirements.

{il. Disclosure of
Compensation
and Client Consent

A. Compensation Disclosure
and Consent

MMC shall not accept any commis-
sions from an insurer or fees or
commissions from & third party
with respect to an insurance policy
unless, before that policy is bound,
a representative of MMC fully dis-
closes to the client, in writing, in plain and unambigu-
ous language, the amount of the compensation that
MMC expects to receive with respect to that policy
and the client consents in writing, The amount of
compensation may be disclosed in either dollar {or
other currency) or percentage amounts.

Annually, each client shall receive a summary of the
compensation received by MMC during the preceding
year or contemplated to be received from an insurer or
third party in connection with the placement, renewal,
consultation on or servicing of that client’s insurance
policies.

B. Wholesaler Disclosure

MMC shail not directly or indirectly knowingly place,
renew, consult on or service g client’s insurance busi-
ness through a wholesale broker unless the client
consents after full disclosure of:

& the compensation received or to be received by MMC;
B any MMC interests in the wholesaler;

® any contractual agreements between MMC and the
wholesaler; and

& aiternatives to using the wholesaler.

C. Interest on Premiums

MMC generally retains interest on premiums collected
on behaif of insurers where permitted by applicable
law, and following notification to clients of this prac-
tice. No interest on premium collected on behalf of
insurers may be retained unless both of these require-
ments have been met. Disclosure of this practice to
clients shall be included in Client Service Agreements,
Engagement Letters, Invoices and in other appropriate
communications,

IV. Placement

A, General Principles

MMC shall not place its own finan-
cial interest ahead of its clients’
interest in determining the best
insurance product or services for its
clients. MMC shall communicate
with its clients in sufficient detail to
enable them to make informed
choices on insurance products and
services, and shall provide complete
and accurate information to
prospective and current clients as to
all proposals and quotes received
from insurers.

MMC will make recommendations for the insurance
placement process that in the professional judgment of
the account team are in the client’s best interest, based
upen a careful understanding and evaluation of insurers’
capabilities to address the client’s risks and abjectives.

MMC wili solicit a quote for a client's insurance place-
ment from an insurer only for the purpose of obtaining
the best terms for the client.

B. Client Disclosure and Consent

Before placement or renewal, an Authorized Colleague
will discuss the intended placement strategy and will
obtain client consent for marketing activities as
required by the Procedure on Insurance Placement.

Prior to the binding of any coverage, an Authorized
Colleague will provide to the client:




& o written disclosure of all quotes and indications,
including all terms of the proposed coverage,
sought or received by MMC in connection with the
coverage of the client's risk, including any declina-
tions by insurers, noncompetitive quotes, or fail-
ures by insurers to respond in a timely fashion;

B g description of any MMC interests in the prospective
insurers;

¥ a description of any contractual agreements between
MMC and any of the prospective insurers; and

& disclosure of all compensation to be received by
MMC from: an insurer or third parties with respect to
each quote.

The various disclosures to be made with regard to
compensation and placement will be made only by
these colleagues autherized to do so. Colleagues author-
ized to make such disclosure are specified in the
Procedure on insurance Placement and the Procedure
on Compensaticn and Client
Disclosure, and are hereinafter
referred to as “Authorized
Colleague(s).”

C. Prohibited Activities

& MMC will not directly or indirect-
ly knowingly accept from or
request of any insurer any false,
fictitious, inflated, artificial, “B” or
“throw away” quote or indication,
or any guote or indication that
does not represent the insurer'’s
best evaluation at the time when
the quote or indication is given
of the minimum premium the
insurer would require to bind the insurance coverage
desired by the client.

& MMC will not directly or indirectly accept or request
from any insurer any compensation in connection
with MMC’s selection of insurance companies from
which to solicit bids.

V. Gther Matters

A. Scope

The section of this policy on prohibited forms of
compensation, including the prohibition on contingent
compensation, appiies te all MMC offices throughout
the world,

In MMC offices outside the United States, the require-
ments of sections I1A, I, and IVB of this policy and
related procedures shall apply only to:

# all insurance poiicy placement, renewal, consulta-
tion, or servicing performed for any client demiciled
in the United States; and

¥ all insurance policy placement, renewal, consulta-
tion, or servicing associated with covering property
or operations situated in the United States, irrespec-
tive of client domicile,

The requirements of Sections 114, IIB1, IIIA, ITIB and VR
shail not apply te MGA Compensation, which MMC
may receive when and to the extent it acts as an MGA.
MMC shall be acting as an “MGA" when: (i) MMC has
been appointed by an insurer as a managing general
agent or an underwriting manager, to be the insurer’s
representative in connection with the management

of such insurer’s book of business with respect to a
specific product or product line; and {ii) in such
capacity, MMC (a) communicates with prospective
insureds only through professional insurance brokers
{including those units of MMC which act in such
capacity on behalf of insureds), and
{b) places all such business for
such product or product line only
with and for such insurer. “MGA
Compensation” means the com-
pensation MMC receives from the
appeinting insurer as consideration
for the MGA services MMC renders
to such insurer.”

Procedures may be implementad
that require additional disclosure
in countries outside the United
States that reflect local legal
requirements or business practices.

B. Record Retention

Ali records created pursuant to this policy including
communications by or to a client shall be retained in
accordance with the recerd retention policies of the
applicable MMC company with respect to placement
related documentation and for no less than six years.

C. Complaints

Any MMC colleague who receives a complaint from a
client or other person regarding compensation payable
or paid to MMC by insurers or third parties must report
that complaint to the MMC Insurer Compensation Line,
which shail refer the matter to compliance or other
appropriate resources for investigation.

Personnel who administer the MMC Insurer
Compensation Line will maintain a record of all
complaints received concerning compensation from
insurers and provide a report of those complaints to
the Compliance Committee of the MMC Board of




Directors quarterly. A summary of such complaints will
be prepared annually and made available to regulators
as reguired.

MMC colieagues are prohibited from retaliating against
any colieague who in good faith reports a complaint to
the MMC Insurer Compensation Line.

Further information about the MMC Insurer
Compensation Line, including the phone numbers
for reporting complaints, is available at

www.compliance mmec.com.

V1. Colleague Responsibilities

Every MMC colleague shall comply with the require-
ments of this policy and its related procedures. These
are minimum requirements, and additional disclosure
shall be made to each client to the extent appropriate
cr required by applicable law or regulation,

Every colleague engaged in
placing, renewing, consulting on or
servicing insurance policies shail
acknowledge his or her under-
standing of the requirement to
comply with this policy and the
related procedures,

Responsible parties within each
MMC operating company® shail
ensure that all colieagues provid-
ing client insurance services
receive training in the require-
ments of this policy and its related
procedures as appropriate; obtain
celleague acknowledgments; and
monitor compliance with the requirements of this
policy and its procedures. Records of training and
written acknowledgrments shall be maintained for a
period of six years.

Periodically, MMC Audit and Control shall audit MMC
operations to verify compliance with this poiicy and
related procedures.

VIL Penalties and Discipline

Colleagues who violate this policy or the related
procedures and managers who fail to exercise their
supervisory responsibilities are subject to discipline,
up to and including termination.

VIIIL Related Policies and Procedures
B Procedure on Insurance Placement

¥ Procedure on Compensation and Client Disclosure

® Policy on Gifts and Entertainment (by operating
company)

1. Responsible Parties are: (1) Marsh--Zone Leaders and Risk
Practice/Specialty Leaders within the United States and
Country Heads outside the United States; (2) Mercer—Mercer
H&B Market Business Leaders; (3) Guy Carpenter—the
Compliance Uit of the Professional Standards Department




I Overview

MMC'’s Policy on Transparency in Providing Client
Insurance Services states that MMC shall not place its
own financial interest ahead of its clents’ interest in
determining the best insurance product or services for
its clients. This set of procedures is designed to ensure
that MMC brokers negotiate and place insurance cov-
erage based solely upon their assessment of the
client’s best interest, with appropriate disclosure and
participation by the client at key stages of the process,
and through negotiating techniques that are designed
to maximize competition among insurers and thereby
achieve the best coverage and value for the client.

The following procedures shall be adhered to by each
MMC colleague (a) negotiating or otherwise obtaining
an autherization or quotation of insurance from an
insurance market, or (b} placing insurance on behalf
of clients.

IL. Authorized Parties

Only those colleagues listed below (hereafter called
“MMC brokers™) are authorized to negotiate the place-
ment of insurance on behalf of clients, and then only
subject to the marketing procedures outlined herein:

# Marsh Client Executives;

# Marsh personnel employed primarily in a broking
capacity {(whether licensed as a “broker,” “agent,”
or “intermediary”), including Client Advisors,
marketing specialists and wholesale brokers;

& Marsh executives, defined as executive officers
of Marsh, including Zone Leaders, Office Heads,
Department Heads, Practice Leaders and/or
Managing Directors and Senior Vice Presidents;

# any other Marsh employee authorized to engage
in these activities by Zone/Risk Practice/Risk
Specialties Leadership;

& Mercer Principals, Consultants, Analysts and Client
Managers,

® Mercer executives, defined as executive officers of
Mercer, including Unit Business Leaders and Office
Business Leaders; and

# Guy Carpenter Account Executives.

Each MMC broker must be validly licensed in all appli-
cable jurisdictions and shall comply with the Procedure
on Compensation and Client Disclosure, any other
applicable standards, procedures, and laws.

III. Marketing and Placement Procedures

A. Selection of Prospective Insurers

The MMC broker will begin the insurance placement
process by providing to the client 2 recommendation
of potential insurers (which may include prioritization
of the insurers) that the MMC broker believes will best
meet the client’s insurance needs, if the client informs
MMC that it desires to seek alternatives to the incum-
bent insurer(s). The MMC broker and the client will
reach agreement, which will be documented in writ-
ing, regarding the prospective insurers that the MMC
broker will solicit for insurance quotes on behalf of
the client. (In the case of program business, the MMC
broker may recommend to the client a pre-selected
insurer or group of insurers.)

B. Underwriting Information

The MMC broker will submit the same underwriting
materiais (allowing for differing instructions regarding
attachment point, service requirements or application
forms} to each prospective insurer based upon infor-
mation provided by the client and specifications
agreed to by the client and provide & final copy to the
ciient. The MMC broker will request in writing that
each prospective insurer provide a written quote
based upon the underwriting materials provided to it
by MMC on behalf of the client.




C. Additional Underwriting Disclosure

If the MMC broker learns of additional information
during the underwriting process that he or she believes
should be disclosed to all prospective insurers, the MMC
broker will discuss the matter with the client before
doing so. In the event that the client objects to the
additional disclosure, the MMC broker must review
the matter with the compliance officer responsible for
his or her business unit. If the compliance officer
concludes that disclosure to prospective insurers is
required by applicabie law or professional standards, the
MMC broker will notify the client that MMC cannot
proceed with the placement without such disclosure.

D. Client-Directed Placement Protocol

The MMC broker shall not disclose any of the informa-
tion itemized below as (1) through (5) to a prospective
insurer or insurers unless so directed by the client. If the
MMC broker believes that a client’s interests would be
advanced by making such a
disciosure, the MMC broker will:
{1) =0 advise the client, (2) discuss
with the client the advantages,
disadvantages and timing of such
disclosure, and {3) review with the
client how the client would like to
be informed of and participate in
the disclosure process,

If, and only i, the client specifically
directs that a disclosure itemized
below be made, the MMC broker
may:

1. Disclose the names of the incum-
bent insurer and other prospec-
tive insurers to prospective insurer(s);

2. Provide a specific price, range of prices or prioritiza-
tion of terms that the client seeks in purchasing
insurance;

3. Disclose the structure, language and/or pricing of the
expiring policy;

4. Disciose aspects of the quote (including price, struc-
ture, and/or policy language) of a prospective insurer
to other prospective insurer(s); or

5. Provide to specified prospective insurer(s) an oppor-
tunity to submit an improved quote after all other
competing final quotes have been received, some-
times referred to as a “last look.”

MMC will make such disclosures only on behaif of the
client and as the client’s representative.

If the ciient directs the MMC broker to disclese informa-
tion as provided above to one prospective insurer and

not to ali other prospective insurers, the MMC broker
will not represent, or have represented, to prospective
insurers that such information would be disclosed
equally to ail prospective insurers.

The MMC broker will obtain the client’s direction in
any of the following ways: (1) by the client's execution
of a placement strategy letter (Placement Form 1, see
Appendix); (2) an oral direction from the client to the
MMC broker, which the MMC broker promptly confirms
by e-mail or other written communication to the client;
(3} by e-mail or other written communication from the
client; or (4) in a written agreement between MMC and
the client, in each case which specifically contains the
required direction.

E. Post-Transaction Debriefings

If a prospective insurer that was unsuccessful in
obtaining the placement requests a post-transaction
briefing after the insurance program is bound, the
MMC broker may discuss with
such insurer, in general terms, the
reasons why it lost the competi-
tion, However, the MMC broker
must not disclose the specifics of a
client's winning program to a los-
ing insurer, including the winning
pricing, unless the MMC broker
believes it to be in that client’s
best interest and that client has
consented to such disclosure,

Placement Procedure Forms

1) Placement Strategy Letter
See Appendix




Procedure on Compensation
and Client Disclosure

iI. Overview

This procedure describes the required steps for making
disclosure to clients regarding compensation and other
matters and obtaining written consent from the client
before insurance coverage is bound. The procedure
implements the compensation disclosure and consent
requirements of MMC's Policy on Transparency in
Providing Client Insurance Services (the “Transparency
Policy™.

This procedure has two parts. The first section details
the responsibilities of MMC colleagues involved in the
placement of insurance, who are responsible for collect-
ing information relating to compensation and other dis-
closure issues. The second section describes how and
when that information must be disclosed to clients and
the requirement for obtaining client consent prior to
binding coverage.

II, Collection of Information Relating to
Compensation and Other Disclosure
Issues During the Placement Process

Each MMC colleague who negotiates or otherwise
obtains an authorization or quotation of insurance
from an insurance market must follow the procedures
in this section (A).

A. People Authorized to Place Insurance

1. Only those colleagues listed below (hereafter called
“MMC brokers”) are authorized to negotiate the
placement of insurance on behalf of clients:

a) Marsh Client Executives;

b} Marsh personnel employed primarily in a
broking capacity (whether licensed as a “broker,”
“agent,” or “intermediary™}, including Client
Advisors, marketing specialists and wholesale
brokers:

c) Marsh executives, as defined as executive offi-
cers of Marsh, including Zone Leaders, Offics
Heads, Department Heads, Practice Leaders

and/or Managing Directors and Senior Vice
Presidents;

d} Any ather Marsh employee autherized to
engage in these activities by Zone/Risk
Practice/Risk Specialties Leadership;

) Mercer Principals, Consultants, Analysts
and Client Managers;

f) Mercer executives, defined as executive
officers of Mercer, including Unit Business
Leaders and Office Business Leaders;

g) Guy Carpenter Account Executives.

2, Each MMC broker must be validly licensed in
all applicable jurisdictions and comply with the
Procedure on Insurance Placement, any other
applicable standards and procedures, and
applicable laws.

B. Preparation of the Transparency Disclosure Form

1. The MMC broker responsible for submitting a
client’s account to an insurance market or
markets for the purpose of negotiating or other-
wise obtaining a quotation for insurance must
compiete an MMC Transparency Disclosure Form
(Disclosure Form 2, see Appendix) and deliver it to
the responsible MMC Client Executive (as defined
below in Section B) prior to the binding of coverage.

2. The MMC broker must ensure that the MMC
Transparency Disclosure Form is complete. The
form should contain all pertinent information
from all individual spreadsheets and/or quotes
received by any other person associated with the
marketing of the program, including any binding
authority or other management authority granted
to MMC.

3. After completing the Transparency Disclosure
Form, the MMC broker shall transmit that form
to the MMC Client Executive along with
Disclosure Form 2A (“Disciosure of MMC
Investments in Insurance and Reinsurance
Companies”) (if one of the indicated markets is
included on the Transparency Disclosure Form)




and Disclosure Form 2B (“Disclosure of Contractual
Agreements with Insurers and Wholesale
Brokers"}—see Appendix.

111, Disclosure to the Client and Written
Consent from the Client

Each MMC colleague responsible for communicating
cr consulting with a client concerning the placement,
renewal, or servicing of an insurance policy must
comply with the procedures in this Section B.

A. Authorized Parties

1. The Client Executive, Sales Professional or other
colleague with responstbility for the account
relationship {hereafter called “Client Executive”)
shail be responsibie for compliance with these
procedures,

2. If more than one MMC busi-
ness unit or office has a
primary relationship with a
client, then each MMC Client
Executive shall be accountable
for compliance with these
procedures as to the account
relationship for which he or
she is responsible.

B. Disclosure

1. Preliminary Discussion with
the Client

In a discussion with the client
before submitting a proposal to
the insurance markets, the Client Executive shall:

B review the client’s proposed insurance placement;

& provide the client with a description {or a copy)
of the Transparency Policy; and

# provide the client with examples of the disclo-
sure documents that the client shouid expect to
receive during the marketing process,

The Client Pre-disclosure Letter (Disclesure Form 1)
may be used to facilitate this discussion.

2. Pre-binding discussion and written disclosure

Prior to the binding of coverage, the Client
Executive shall provide the client with the
Transparency Disclosure Form (Disclosure Form 2)
containing the following information:

# gll quotes and indications scught;

& all quotes and indications received;

# zll commission compensation from an insurer
and fees or commissions from a third party to be
received by MMC for each quote (in dollars or
other applicable currency if known or, if not
known, as a percentage of premium);

# the pertinent terms and conditions of each
quote, including any binding authority or other
management authority granted to MMC;

& any MMC interest in any of the prospective
insurers;

B 2 description of contractual agreements between
MMC and any of the insurers propoesed for the
placement;

& any wholesale broker{s) that may be utilized in
connection with the placement of the client's
insurance and the following information relating
to the use of the wholesaler:

a) the cominission to be received
by MMC;

b} MMC's interests in the whole-
sale broker(s);

c) any contractual agreements
between MMC and the whole-
sale broker{s); and

d) alternatives to utilizing the
wholesale broker(s),

The Client Executive or his/her
designee shall provide the client
with a written update if additional
quotes or indications or other
pertinent information is received
after this information is transmitted
to the client.

The Client Executive or his/her designee shall use the
Transparency Disclosure Form (Disclosure Form 2) to
transmit this information to the client, accompanied
by Disclosure Forms 2A and 2B. A Zone Compliance
Leader may approve an alternative form of written
communication provided that it contains all of the
same informaticn contained in Disclosure Form 2,
accompanied by Disclosure Forms 2A and 2B.

3. Written consent before binding

After disclosing to the client the information
described in section B.2, the MMC Client Execttive
shall request in writing and obtain from the client
prior to binding written authorization to bind cov-
erage. The written consent from the client must
include the client’s consent to MMC's commission
compensation and authorization for the use of any
wholesaler.




The request by MMC for authorization and the
client’s authorization may be in any written format,
including by letter, e-mail, agreement or other
written communication. Client consent may be in
the form of a reply e-mail and may be obtained at
any time prior to binding, including, in the case of
consent to comimission compensation, pursuant toa
pre~agreed schedule of commission rates set forth in
a Client Service Agreement, Engagement Letter or
other written document signed by the client. Shown
in the Appendix is a form of communication that
may be used to request and obtain authorization
{Disclosure Farm 3),

No MMC colleague shall bind coverage for a client
unless the disclosure required by this procedure has
been made and the client has provided written
consent. In rare, emergency situations {for example,
where coverage is about to expire in the next few
hours and the client’s representative is unable to
provide written consent within
the time left) an exception may
be approved in advance by the
appropriate National Practice
Leader or Zone Leader (at Marsh)
or Mercer H&B Market Business
Leader (at Mercer) or their
designees. The person granting
the exception shall then
document the exception and
immediately transmit the report
of the exception to the Chief
Compliance Officer at Marsh or
Mercer, as applicable. The
client’s written consent shall
then be obtained within the next
two business days.

- Annuaily, the MMC Client Executive shall provide the
client with a statement {Disclosure Form 4) of all com-
pensation received during such term or contemplated
to be received from any insurer or third party in con-
nection with the placement, renewal, consultation or
servicing of the client’s insurance program.

- Prior to helping the client obtain any premium
financing in connection with the client’s insurance
placements, the Client Executive shall provide the
client with information relating to MMC’s arrange-
ments with and interests in the premium finance
companies o be considered by the client and the
compensation that MMC would receive from
finance companies with respect to the client’s
placements. (Fremium finance disclosure statement—
Disclosure Form 5)

6. The requirements of Section B2, INIB3 and 11B4
shall not apply to MGA Compensation, which MMC
may receive when and to the extent it acts ag an
MGA {as such terms are defined in the Policy on
Transparency in Providing Client Insurance
Services).

Disclosure Procedure Forms

1) Sample letter explaining MMC’s transparency pro-
cedures (RM/MM)

2) MMC Transparency Disclosure Form

24) Disclosure of MMC Investments in Insurance and
Reinsurance Companies

2B) Disclosure of Contractual Agreements with
Insurers and Wholesale Brokers

3) Sample client authorization form

4} Sample disclosure letter for
each year of compensation
received annually by MMC on
the client's account

5) Sample premium finance
disclosure statements

(See Appendix)




From time to time these forms will be updated.
MMC colleagues must access the most recent
versions of the decuments, which can be found
in the Transparency Standards section of the

MMC intranet, at http;//intra.mmec.com

Appendix: Forms

Business-specific forms are also available at that
site and individual operating company intranet
sites for Marsh, Mercer and Guy Carpenter.
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Placement Form 1: Placement Strategy Letter (or its equivalent)

Page 1

This is a sample used by Marsh Placement Form |
Page 1 of 2

Placement Strategy Letter

Thank you for cutlining your placement goals and ohjectives in the mueeting on [Dated. The Marsh team
met o XXXXAXK o new our sotes and the resewal plan.

*  Cerfimmation of Clicat’s ¢xpansion plans or changes to their program structure QR confimmation that
Ehent told us thene are no charges or expansion plans frecap of RIR discussion)

Recap of Renewal Strategy Meoting Disoussion gnd Deliverahies;
*  {Deseribe Client Objuctives for the epeoming renewal}
" Market sirategy for cach line of coverage.

¥ ot have suthorized Marsh to seck proposals from the Foilowing insurers for your upcoming
placement:

a}

5)

€}

in approashing these markets on your behalf, you have furdier direetod Marsh 1o diselosy the following

infonmation as part of vir negoliating proc ¢{Nate - list only those arvas that were specifically
discussed with the client and us 10 which vou received specilic client direction)

2. Disclose the names of the incumbent insurer and ofher prospective insarers to progpective
insunes(s),

b, Provide a specilic price, rnge of prices or prioritization of twnns that the client secks in
purchasing insurance;

< Discloge the strucmre, language sndfor pricing of the expirng policy;

4 Disclose aspscts of the quots (includizg price. swucture, sndfor policy languzge) of a
Prospective insurer to ather prospective insurer(s); or

¢ Provide to [identify specific insurer(s)] an opportunity to submit an improved quow atter
alf othyr computing final quotes have heen reecived, sometimes referred to as a “last
lock.”

{ azy of the above items were nat authonized, insert this sentence; “1f during the marketing proccss
you weuld like Marsh to provide the incumbent or any other insurer the following information on your
behall {lise the frems above where autherization was withheld], please provide the undersigned written
dincetion to that effeer™}

Page 2

Placement Form 1

Page2of 2

a0t to seek allernatives W your incumbent relationship
vl

ing strategy and confiom].

and formar for each line of coverage]
cerment {as nocessary}]

amt roles for the upcoming placemont. fe.g. Trger date
1 number of days fter receipt of client inforination for

20K you for the ime that you and your collsagues set
gvi'al of your program.




Page 1

Disclosure Form 1: Client Pre-disclosure Letter (or its equivalent)

This is a sample used by Marsh Disclosure Form 1

Pagelof2
Sample Client Notification Letter

[Eate}
fChient namef
{Client Address}

I am writing o desceibe Marsh’s commitment {o transparency and fo outline the calegories of
mformation that you can expect to receive from us at key stages of our business relationship.

By transparency, we mean that you can expect (o receive complete and aceurate information
about the insarance program we are developing for you, including our compensation; the way in
wiich we will approach the insurance markets to obtain the coverage you seek; and any business
refationships that may exist between Marsh affiliates snd any insurers that we present fo you.

This is what you can expect from your Client Fxecutive and account team:
Strategy Meeting and Clieni Service Agreement

- Before placing or renewing an insurance product for you, your Client Executive will
arrange o strategy meeting where we will discuss your curret operations and any chattges,
renewal goals and abjeclives, current insurance market conditions and any recommended changes
1o your program structure,

~ Before presenting your program to the insurance markeis, we will discuss specific
negotiating strategies and will seek your authorization and direction concerning the marketing of
your msurance program.

- Annuglly you will be presented with a Client Service Agreement, which wili clearly
describe the services that Marsh will provide and the compensation that we anticipate receiving
for those services. We will ask you to review that agreement and discuss any concerns with us

Bisclosure

~ Before we advise underwriters to bind your insurance coverages, we will disclose to
you!

guotes and indications: a markeling summary of all quoles and indications requested and
received front insurers in respense to our underwriting proposal

our compensation: the amount of commission that Marsh and its affiliates expects to
receive from insurers or third parties from the transaction or, in the event of a fae, the fees
associated with such placement if nol included in the Client Service Agreement. If inctuded in the
Chent Service Agreement, it will be noted “as separately agreed” on the Authorization to Bind
form.

Page 2

Disclosure Form |

Page 2 of 2

iris involved in the transaction, we will discluse
esale comimission, any interest in or refationship
hlternatives to using the wholesaler

p of any interzst in o7 contactual relationships
spective insurer

k for your writlen authorizalion. You can
by fay, letter, or email. However, we will need

ary of all compensation that Marsh has received
[vicing ot your policy.

he aggregate interest income Marsh earns on the
on behalf of insurers during the period between
time such payments are remitied to the

ency procedures or about any aspect of our
addition, if you bave any specific concern aboul
liwat concem to the MMC Fthics and Compliance
[-ompliance Line, including the phone numbers
mpliance.moe.conm.

Very truly yours,

Services clients, as needed]

THEER Y O T e OPPOT IR I T WK WGy 0.

{thisis a sample developed for Risk Management and Risk and Insurance Services clients, a
maodified version of this decument will be developed for Small Commercial and Private Client




Disclosure Form 2: MMC Transparency Disclosure Form
{or its equivalent)

MMC Transparancy Disclosura Form

MAC Trunspurency Divetesire Forin

o
Shorthame: 1 Fsom: ]
Prskit Santer £. maawavy:
Locabion:
Adaraz:
: Bkama W {7 e
- Hlala & 2ip: Farbio:
Fhana:
Fax;
4 am et
3 Custalim Flan-felicsabs vty | Coor: Arpd AL
R e Mitideoion - P - _Gomesak 1| Fit Goonr, T & T Furly Ecopuenas,
e lisioaite G2, Wiying Fager Takslon, Furars 1 ) HE T
i
0%
FANE]
E
T
f< )
W
5
. Wy ikots” Brobat
Whessale}
Caniitkion &
gy Ling £ G Locah: 3 o By
+ t
i i —

ver

‘e 01 Cargarags

B. Cammarix

bo sedeatey ot

s opiaateons o Sactans & 6 5C abivg, Ko promi

e GOy 7 Eapianaligts e

¥ wurEhATE2E 37 mes ny0sd s thase PromaIm (yLnes, 1360600 W priume ingy 2lic e SHIGE e Mk ered FERDEESD g

S STLECT ARPATPHIATE FCCTHOTE NUMBER FACH LACE LOWN LST

LA P dlsns, S An0 CONENS 318 S8 4 0 prges
e Form 3. 2

Corsannt

en Earm 201~ Dbz 46 Cofitmrival Apommarnta aih Insurars asd briplosae druirs




Disclosure Form 2A: Disclosure of MMC Investments in Insurance
and Reinsurance Companies (if one of the indicated
companies is included on the Transparency Disclosure Form)

Disclosure Form ZA
Equity Interests in Insurers
Through its subsidiaries and affiliates, MMC owns shares or other equity interests,

directly and indirectly, in & number of insurers and reinsurers which are identified in the
following chart which s current as noted in the footnotes.

MMC and Subsidiaries Form 24

Direct & Indirect investments in Insurance and Reinsurance Companies

imited (NYSE: ) 0.06%
Allied World Assurance Holdings, Ltd {Privately heid) 0.06%
Arlel Holdings Ltd, 0.27%
AXIS Gapital Holdings Linited (NYSE: AXS)" 4.25%
Castlewood Holdings Limited (Privately held)* 8.33%
CWI Holdings Inc {Privately held)* 15.54%
Endurance Speclalty Insurance Ltd (NYSE. ENH) 0.01%
Excess Reinsurance (Privately held) 9.38%
_EGIC {Privately heldi* 0.16%
First Mercury Financlal (Privately hald)* - 0.13%
First Home Insurance Co.” 0.22%
Flagstone Reinsurance Holdings Ltd.* 0.04% |
_Harbor Point Ltd.> 2.15%
international Financial Group {Privately held) 1.10%
James River Group Inc (Privately held)® 5.00%
NipponKoa Insurance (TSE: 8754/ PNK: NPPKF.PK) 0.06%
Powszechny Zakland Ubezpleczen (PZL} 0.81%
Reaseguradora Patria {Mexico) 1.00%
Reinsurance Group of America (NYSE: RGA) 0.80%
Russian Reinsurance Company (Privately held) " 15.00%
Signal Holdings LLC (Privately held owner of TelecomRe)* 12.75%
Sirius American Insurance Company 05%
Wilton Re Holdings Limited {(Privately Held)* 8.36%
XL Capitai LTd. (NYSE: XL) 0.12%

$2.672 mitlion in registered debt

Footnotes:
1. This list does nol include investments in comparies in which MMC and its subsidiaries own less than $102,500 worth of the company's shares.

2. From time to tme MM and is subsidiarias may also hold commerciaf paper issued by insurance companies, their parent campanies or affiliates.

3. Dther than Castiewsad, this list shows active insurance companies or their holding company parents only, 1| Soes not Hisl any other insurangs
compardes in ruz-off of liguidation. Castlewond manages ahd Ecqeires {Tejinsurance companies that are genaratly in run-cH.

4. This list does not includs MMC's own caplive insurance companies or imvesiments in client captives.

§. Tais list does not reflect any holifings directly of indirectly netd by any of MMC's defined benefit plans,

&, The percentages indicated for some investments are as of diferent dates, Haowever, we do aot befisve this resutts In material differences in the
aggregaled percenlages shown,

7. The lerm "Privately Held™ refers to companiss that are nol traded on public stock exchanges,

8. Anzstersk {*} indicates that some or zll of the in is held ndirectly through an i 1 tind, |f MMOC owns X % of a Fursd that owns Y%
of ap insurance comparny, MMC wauwd own X% times Y% of the insurarce company. MMC and its subsidizres have direcl and ndirect investments
in salected turds, as fallows:

- MbC has approximately a 25% investment in Trident I§

- MMC has approximately a 19% investment in Trident Itt

- MMC has approximately & 2% to 2.5% investmenl in JP Morgan Corsair I

-Marsh has a 0.25% commitment lo Glencas Capitai Partners 1 LP

- Marsh has a 0.24% commitment to Lehman Brethers Merchant Banking Partners iil, P

9. Samme of the ownerskip percentagss have been rounded.
10, Cuwrent as of September 30, 2006,




Disclosure Form 2B: Disclosure of Contractual Agreements
__ Wwith Insurers and Wholesale Brokers

Disclosure Form 2B

12/21/06

Contractual Agreements with Insurers and Wholesale Brokers

in some jurisdictions Marsh may enter into agreements commonly called “agency agreements”
which authorize Marsh to solicit the sale of the insurers’ products and sets forth the terms of trade
between Marsh and the insurers. Your Marsh producer will advise you in writing of the actual
commission or rate to be earned by Marsh upon the placement of your insurance policy with a
prospective insurer, Your Marsh producer will also advise you in writing if Marsh 1s authorized to bind
coverage on behalf of the prospective insurer, or if Marsh manages the prospective insurer. Marsh
does not usually enter into agency or similar terms of trade agreements with wholesale brokers.
Your Marsh procducer will advise you in writing if it will be necessary or advisable to use the services
of a whelesale broker to access a particular insurance market, and will advise you in writing whether
the wholesale broker is affiliated with Marsh, and the rate of any commissions or fees to be earned by
Marsh if it uses the services of the wholesale broker.

Aside from the agency agreements, which are usually necessary to complete
placements on your behalf, Marsh and its affiliates have a significant number of contractual
relationships with insurance companies of the following types, which, except as specifically identified
to you, do net directly bear upon Marsh’s compensation in its placement activities on your behalf.

Marsh inc. and its affiliates provide many insurers and reinsurers with: insurance
brokerage services for the carrier's own insurance; claims management software through Marsh
STARS; claims administration services; management of single parent and group captive insurance
companies, risk retention groups and pools; administration of affinity group insurance programs
(including enrellment, billing, payment and custemer service); managing general agency services;
administration of intemet based insurance placing facilities; mergers and acquisitions due diligence
and consulting services; and through Guy Carpenter & Co. Inc. reinsurance brokerage services,

Mercer Inc. and its affiliates provide many insurers and reinsurers with: management
and actuarial consulting services; rate review and loss reserving analysis; litigation support services
including expert witnesses, economic modeling and economic consulting; business valuation services;
investment advising; employee benefit consulting; pension plan administration; claims
administration; insurance brokerage services primarily for life, health, medical, benefits, disability
and other personal lines of insurance; compensation plan consulting; and corporate identity
consulting.

Putnam Investients and its affiliates provide many insurers and reinsurers with:
investment management and advisory services, marketing support and administrative services;
distribution support and pension and 401k services,

Kroi Inc, and its affiliates provide many insurers and reinsurers with: Business
Intelligence & Investigations (BI&I), Corporate Internal Investigations, Litigation Support, Asset
Searches, Business intelligence, and Due Diligence.

Marsh and its affiliates may provide similar services to wholesale brokers and will
specifically advise you if any of those services directly bear upon Marsh's compensation in its
placement activities on your behalf.

The list of insurers and wholesale brokers with which MMC or one or more of its
afliliates have some form of contractual arrangement covering the types of services described above is
lengthy and changes on a regular basis as new engagements are undertaken and in process projects
are completed. in some cases, contractual relationships may be of significant value to one or more of
Marsh's affiliates. However, except as specifically identified to you, those relationships do not bear
upon Marsh’s compensation in its placernent activities on your behalf.
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: Annual Compensation Disclosure Letter

This is a sample used by Marsh Disclosure Form 4

Draft Annual Compensation Disclosure Letter

[Date]

[Client Name)]
[Client Address]

Dear

This letter is to advise vou that the total compensation received by Marsh in the
preceding year in connection with the placement and servising of your insurance program
was § *

Additionally, Marsh earns interest income on premium payments held by Marsh on
behalf of insurers during the period between receipt of such payments from clients and
the time such payments are remitted to the applicable insurer. For the year ended

, the aggregate interest income received by Marsh from all insurers for ail
clients was §

Very truly yours,

(Attach details by policy.)

*Referral focs received in connection with the client’s insurance program and compensation
received by Marsh for helping the client obtain premium financing may be included in this
number or separately provided.




Page 1

Disclosure Form §
Page 1 of 4

Premiuom Finzance Disclosure Statement

This is a sample used by Marsh - Risk Management and Risk and Insurance Services

Date
Client Name

RE: PREMIUM FINANCE DiSCLOSURE STATEMENT

Dear

Throughout this Disclosure the words “Marsh,” “we” and “our” tefer (o Marsh
USA Ine The words “Client,” “you” and “your” refer 1o the addressee. Please carefully read the
important disclosures set forth below regarding Marsh’s relationship with you and with certain
premium finance companies.

Marsh frequently acts as an intermediary in amranging premium fikatice services
for its insurance clients. Please note that, when arranging premium financing for a Client, Marsh
dees not seek quotes from all available premium finance markets. We principally use the
services of two premium finance companios. Cur primary supplier is AFCO Premium Credit
LEC and AFCO Premium Acceptance Inc. (a Cafifornia company } {in each case, 2 joint venture
between AFCO Credit Corporation and Marsh USA Ine. and refarred to cellectively as “AFCO
Premium™). Our secondary supplier is the AL Credit Companies. When arranging premium
financing for Clients, we will solicit a guote frem one or the other of these premium finance
companies, uniess requested by you, we da not initially selicit quotes from both suppliers. Based
on our pericdic review of the premium finance markets, we beliove the quete belng offered to
you is competitive.

Marsh does not act exclusively on behalf of the Client with respect to premium
finance amangements, Please note that AFCO Premium is a Joint venture between Marsh and
AFCQ Credit Corporation in which Marsh is the majority owner. We therefore profit from
premium finance coniracts that we submii to and that are accepted by AFCQ Premiuny. Volume
bonuses zarned by AFCQ Premium in connection with i1s cemmercial arrangements with AFCO
Credit Corporatios are a part of the profits earned by Marsh,

If Matsh arranges for preinium financing through AL Credit Companies or a
supplier other than AFCO Premium, Marsh is, where permitted by applicable state law,
compensated by such supplier based on the amount of the premium Bnanced.

Page 2
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Hm pursuant to the terms of the attached quate,

F AFCO Premium, Marsh will zarn an amournt

e rensaction. In addition, Marsh participates

lume of premiums financed through AFCO
volume, Marsh expecis to earn sn additional
itim finance transaction, The bonus

mount is known, if' it is higher than the

ing if quote is from A_T. Credit or other

ionwillbe§ .

e information in this Disclosure, please contact
set forth below,

mond P. Walsh

rsh USA Tne,

& Avenue of the Americas
York, NY 10036

2) 345-3880

(212) 345-4494

rmond P Walsh@ marsi som




Disclosure Form 5: Premium Finance Disclosure Statement
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Preminm Finance Disclosure Statement
This is a sample used by Marsh — Affinity
Pate
Client Name
RE: PREMIUM FINANCE THSCLOSURE STATEMENT
Dear
Throughout this Disclosure the words “Marsh,” “we” and “our” refer to Marsh AfTi nity Group Page 4

Services, a service of Seabury & Smith, Inc. The words “Client,” “you” and “your” refer to the
addressee. Please carefully road the important disclosures st forth below regarding Marsh’s
relationship with you and with Canapwill lnc., the premium finance company.

Disclosure Form 5
Marsh frequently acts as an intermediary in arranging premium finance services for its insurance
clients, When arsuging premium financing For a Chent, Marsh does not seek gudes from alt Page £ of 4
available premium fieance markets. When smanging premium financing for you, we solicited a
quote from Cananwill We have not solicited quotes from other suppliers, We believe the quote
betng offered to you is competitive; however, you are nat required to accept the Premium
Financing terms from Cananwill,

Marsh does not act exclusively an bekall of the Client with respect to premium finance
arcangements. Please note that Marsh is, where permitted by applicable state law, compensated
by Cananwill Inc. for arranging the placement of your premium financing through them. Based
ot our current agreement with Cananwill Inc., Marsh will earn approximately one and one-half
percent (1.5%) of the amount financed as a placement fee. The amount financed, and therefore
the exact doltar amount of the fee Marsh wilf earn will depend on the limit and deductible option
you ultimately setect based on the enclosed proposal forin. For residents of the following States
(Alabama, Connecticut, District of Columbia, Kentucky, Maryland, Massachuselts, Michigan,
i Now oS Yk, ot Cota SouhComin o Vi, Wicns) s o i 0
financing throtgh them ) P mith, Inc. “AFCO™ refers to AFCO Credit

. n. The words “Client,” “you" and “your” refer
nt disclosures set Forth below regarding
remium finance company.

i T

If you have any questions about the information in this Disclosure, please contact the
undersigned using the contact information set forth below.

. ediary in arranging premium finance services
Sinuerely, fimancing for a Client, Marsh does not seek

B Whun arranging premium financing for you,
. i ficited quotes from other suppliers. We believe
{Account i’;x_ecutxve Name) SVeT, You a7 ol required Lo accept the

Marsh Aflinity Group Services,

a service of Seabury & Smith, Inc.
pehali” of the Client with respect to premium
here permitied by appticable state law,

t of your premium financing with them. For
nt with AFCC, Marsh will earn approxrmately
TWESTETNE O OIE TR LRI U ZT785 7 O T Eross prethiun as a placement fee or § - With
respect to premivm finance arrangewments, for residents of the followiny jurisdictions (Alabama,
Connecticut, Distrier of Columbia, Kentucky, Maryland, Massachusetts, Michigan, Nevade, New
Mexico, New York, Nerth Carolina, South Caroling, Texes, Virginia, Wisconsin, U.S. Virgin
Islands) Marsh is rot compensaled by AFCO for arranging the placement of vour premium
firanving with them,

If you have any questions about the information in this Disclosure, please contact
the undersigned using the contact information set forth below.

Sincerely,

Marsh Affinity Group Services,

a service of Seabury & Smith, Inc
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APPENDIX F:

Compliance Procedures - Annual Disclosure




Marsh Sample Annual Compensation Disclosure Letter

[Date]

[Client Name]
[Client Address]

Dear

This letter is to advise you that the total compensation received by Marsh in the
preceding year in connection with the placement and servicing of your insurance
program was $ >

Additionally, Marsh earns interest income on premium payments held by Marsh on
behalf of insurers during the period between receipt of such payments from clients and
the time such payments are remitted to the applicable insurer. For the year ended

, the aggregate interest income received by Marsh from all insurers for ali
clients was $ .

Very truly yours,

(Attach details by policy.)

*Referral fees received in connection with the client's insurance program and
compensation received by Marsh for helping the client obtain premium financing may be
included in this number or separately provided.,
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