EDGAROnline

ACELTD

FORM 8-K

(Current report filing)

Filed 10/01/04 for the Period Ending 09/30/04

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

441 295 5200

0000896159

ACE

6331 - Fire, Marine, and Casualty Insurance
Insurance (Prop. & Casualty)

Financial

12/31

Powere d By EDGA;Rbn]ine

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

Current Report

Pursuant To Section 13 or 15 (d) of the
Securities Exchange Act of 1934

Date of Report (Date of earliest event reported) September 30, 2004

ACE LIMITED

(Exact name of registrant as specified in its chaetr)

Cayman Islands 1-11778 98-009180¢t
(State or other jurisdiction) (Commission File Number) (I.R.S. Employer of Incorporation
Identification No.)

ACE Global Headquarters
17 Woodbourne Avenue
Hamilton HM 08 Bermuda

(Address of principal executive offices)
Registrant’s telephone number, including area codeg(441) 295-5200
Not applicable

(Former name or former address, if changed since & report)

Check the appropriate box below if the Form 8-a{lis intended to simultaneously satisfy the §liobligation of the registrant under any of
the following provisions éee General Instruction A.2. below):

O  Written communications pursuant to Rule 425 unHerSecurities Act (17 CFR 230.4z
Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)
Pre-commencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))
Pre-commencement communications pursuant to Rul-4(c) under the Exchange Act (17 CFR 240-4(c))
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Item7.01 Regulation FD Disclosure

On September 30, 2004, ACE Limited issued a prdssse reporting the release of the ACE Limitedo@ld.oss Triangles. The press
release and the Global Loss Triangles Supplemerdtésched hereto as Exhibit 99.1 and Exhibit 9@&pectively, and are hereby
incorporated herein by reference.

Item 9.01. Financial Statements and Exhibits.

(c) Exhibits
Exhibit
Number Description
99.1 Press release, dated September 30, 2004, reptiréirglease of the ACE Limited Global Loss Triast

99.2 ACE Limited Global Loss Triangles Supplem



SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causeddiport to be signed on its behalf by
undersigned thereunto duly authorized.

ACE LIMITED

By: /s/ PHILIP V. B ANCROFT

Philip V. Bancroft
Chief Financial Officer

DATE: September 30, 2004
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Exhibit 99.1

ACE Limited PO Box HM 1015
ACE Global Headquarters Hamilton HM DX
17 Woodbourne Avenue Bermuda
Hamilton HM 08 Py N
. Bermuda - n
ace limited 441 292-8675ax ews
www.acelimited.com Relea Se

FOR IMMEDIATE RELEASE

Investor Contac Helen M. Wilson
(441) 29¢-9283
helen.wilson@ace.bi

Media Contac John Herbkersma
(215) 64(-5119
john.herbkersman@sa-ina.com

ACE LIMITED PUBLISHES GLOBAL LOSS TRIANGLES

CONFERENCE CALL TO DISCUSS DISCLOSURE IS SCHEDULED
FOR OCTOBER 1, 2004 AT 9:00 A.M. EDT

HAMILTON, Bermuda — September 30, 2004 — ACE LidifNYSE: ACE) has published the Company’s Globad4 @riangles today,
September 30, 2004. Please refer to the ACE Limvitelisite at www.acelimited.com in the Investor mfiation section under Financial
Reports for copies of these documents. ACE'’s welsfierence (url) is http://media.corporate-
ir.net/media_files/nys/ace/reports/losstriangleslsi(Due to the length of this URL, it may be nesgy to copy and paste this hyperlink into
your Internet brows’s URL address field).

This disclosure is fulfilling our previous commitmteto provide information on our Global Loss Triggggand has not been triggered by any
event or catalyst.

ACE will conduct a conference call to discuss thigelosure on Friday, October 1, 2004 at 9:00 &astern Daylight Time. The conference
call will be available via live and archived audvebcast at www.acelimited.com. Please refer toMBE Limited website in the Investor
Information section under Calendar of Events fdaie A replay of the call will be available unfitiday, October 22, 2004. To listen to the
replay dial: 1-877-519-4471 (in the United Statms)-973-341-3080 (international); passcode 5199151

The conference call, webcast and its content tlieaeol any tape, broadcast, or publication by AQfgited, are the sole, copyrighted
property of ACE Limited and may not be copied, thpebroadcast, or published in whole or in pathaut the express written consent of
ACE Limited.

One of the ACE Group of Insurance & Reinsurance Companies



The ACE Group of Companies is a global leader suiance and reinsurance serving a diverse groaleots. A component of the Standard
& Poor’s 500 stock index, The ACE Group conduasiisiness on a worldwide basis with operatingididsges in nearly 50 countries.
Additional information can be found at www.aceliedtcom.

HH#
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:.-ice limited

Investor Contact

Helen M. Wilson

Phone: (441) 299-9283

Fax: (441) 292-8675

email: investorrelations@ace.k

Exhibit 99.2

Global Loss Triangles Supplement
December 31, 2003

This report is for informational purposes onlysliould be read in conjunction with documents 1
by ACE Limited with the Securities and Exchange @ussion, including the most recent Annual
Report on Form 10-K and Quarterly Reports on FobaQ)l

Cautionary Statement Regarding Forwarc-Looking Statements:

Any forward-looking statements made in this docunmefiect the Company’s current views with
respect to future events and financial performamzbare made pursuant to the safe harbor
provisions of the Private Securities Litigation Baf Act of 1995. Such statements involve risks
and uncertainties, which may cause actual resultiffier materially from those set forth in these
statements

For example, the Company’s forward-looking statetmeould be affected by the frequency of
unpredictable catastrophic events, actual lossresqgee which differs from the Company’s
assumptions, uncertainties in the reserving oleseéint process, new theories of liability, judicial
and legislative developments, litigation tactit® amount and timing of reinsurance recoverable,
credit developments among reinsurers, pricing aidypterm trends and actual market conditions
and developments, as well as managersertponse to these factors, and other factorsifiéerin
the Company’s filings with the Securities and Exa@ Commission, including the Company’s
Annual Report on Form 10-K for the year ended Ddmam31, 2003, the Company’s quarterly
reports on Form 10-Q, and in the Company’s earningss release, which are available on the
Company’s website. Readers are cautioned not te pladue reliance on these forward-looking
statements, which speak only as of the dates oohithey are made. The Company undertakes no
obligation to publicly update or revise any forwdodking statements, whether as a result of new
information, future events or otherwis
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ACE Limited Global Loss Triangles
Overview
Executive Summary

&

The Global Loss Triangles (GLT) supplement is casgat of the following information:

» Fordirect business — accident year triangles)afet paid loss plus paid allocated loss adjustmgoenses (ALAE) and b) net reported
loss plus paid ALAE (i.e. excluding IBNR) for thent calendar years ending December 31, 2

» Forreinsurance business — treaty year triangfle@g net paid loss plus paid ALAE and b) net répaioss plus paid ALAE (i.e.
excluding IBNR) for the ten calendar years endireg@&nber 31, 200:

* Net earned premium for each of the ten accideatitrgears ending December 31, 20

The triangle data are provided in groupings undexe of ACE'’s four SEC reporting segments:
* Insurance North American Segmi
e Workers Compensation (W(
e General Liability (GL)
» Other Casualt
* Non-Casualty
» Insurance Overseas General Segn
e Casualty
* Non-Casualty
» Personal Accider
e Global Reinsurance Segme
e Casualty
* Non-Casualty

Furthermore, the GLT supplement also containsdheviing:

» Areconciliation of the GLT reserve balances witGE's published GAAP reserve balance ending Decemhe2(83.
» Adiscussion of some factors to consider when airadyloss reserve triangle

e Commentary highlighting aspects of the GLT triasgd@d their interpretation

» Relevant discussion from our 2003-K addressing AC’s reserving proces

Contents Page .



ACE Limited Global Loss Triangles
Overview
Reconciliation of GLT with GAAP December 31, 2003 Blances

i

The net reserves (case plus IBNR) associated Wil T can be reconciled back to ACE Limited’s Dmber 31, 2003 closing GAAP P&C
net reserve balance as follows:

($millions)
GAAP Net P&C Reserve Balance at December 31, ! $13,96:
Less: World Trade Center Resetve 32%
Financial Solutiong 2,28¢
ACE Cap Re and ACE Guarantee Re 472
Bad Debti 55¢
Unallocated Loss Adjustment Expense (UL# 567
Excluded Large Loss 78
AGM Excluded Reserves 14t
Commutation$ 29¢
Other? 48¢
Plus: Recoveries from retroactive reinsurance aotf 2,642
GLT Net Reserve Balance at December 31, 2 $11,38¢
The GLT Net Reserve Balance can be split as foll
Accident Years 1994 through 20 $ 7,44F
Accident Years 1993 and pri 3,941
$11,38¢

The triangles are constructed to exclude the effetshifting exchange rates. Loss and ALAE datzodenated in foreign currencies are
converted to US dollars at December 2003 exchaaitgs.r

As indicated above, certain blocks of loss and AlLr&Eerves were excluded for the following reasons:

1. The paid and reported losses for WTC have bemoved from the triangles to avoid projection distms. The $323 million reserve
balance for WTC is consistent with prior disclosuoé $650 million net loss less $327 million pagdad December 31, 2003.

2. With respect to the Financial Solutions busingsslitional actuarial methods such as loss dgwvetnt triangles are inappropriate for
evaluating reserves. The book is made up of aivelgtsmall number of large heterogeneous accowatsh account having its own unique
terms. As a result, each account is reviewed asefved for individually.

3. ACE sold a majority interest in ACE Capital RelaACE Guaranty Re via an IPO in early 2004. Assait, on a go-forward basis, these
reserves are no longer on ACE’s balance sheeteldret these losses were excluded from the GLT.

4. To avoid projection distortion, an integratedurtence from a single insured has been removen fihe 1995 and 1996 accident years of
the Insurance North American General Liability nigge. The paid amounts as of December 31, 20087tanillion in 1995 and $1 million in
1996, while the reported amounts are $80 milliod &6 million, respectively.

5. Due to the complexity of allocating its net paitt reported data from treaty year to accident, yea ACE Global Markets Property,
Energy, and Personal Accident book was excluded ftee GLT. However, the GL, Professional Liabili#iation, and Marine books from
accident year 1997 onwards have been includeceiC#sualty triangles.

6. The increases in loss reserves relating to &8 20hmutation have been excluded to avoid distpitie loss history.

7. Includes blocks of reserves associated withr gears, or representing reserves for which losgldement methods are not appropriate or
other items.

8. The Global Loss Triangles are presented grosstafactive reinsurance, which is consistent WithUS statutory Schedule P treatment. In
general, these treaties tend to distort the nsthagtory and prevent a useful analysis. ACE datwtilize this type of reinsurance in the
normal course of business. The retroactive treateebave on our books relate to acquisitions mgdeQ@E, and the majority of the expected
recoveries relate to accident years 1993 and pk®we have previously disclosed, $2.375 billiong6%) of the total retroactive recoveries
relate to the NICO Brandywine cover, which was pased at the time of ACE’s acquisition of the CIGR&AC business. The remaining
amount of $267 million relates to the ACE Westcleatquisition.

Reconciliation Page :



ACE Limited Global Loss Triangles
Overview

= Reserve Evaluation Considerations

We have actuarial staff in each of our operatirgpsents who track insurance reserves and regulaalyate the levels of loss reserves, tal
into consideration factors that may impact themétie loss reserves. This is accomplished not onniploying a variety of actuarial
methods, but also by applying judgment to help tjfiathe impact of these variables.

Considerable caution should be used when attempiiagalyze reserve adequacy based on aggregeteglés. It is rare that the data is so
consistent, homogeneous, and static that a vatitysis is possible without exercising substantidgement. Results can be distorted by both
industry-wide and company-specific factors. Belsvainon-exhaustive list of possible pitfalls.

Many methods for judging reserve adequacy (e.qia@taBuhlmann, Least Squares) assume that expesedatios (ELRs) do not change
over time. In fact, ELRs can change substantiatiynfyear to year due to many reasons (e.g. changadas, change in mix of business, etc.).
Recently, a hard market has produced higher raigsreore restrictive terms and conditions for mostd, which should result in lower ELRs.
If these rate changes are not taken into considerandicated reserves will most likely be ovetsth or stated another way, misleading
reserve deficiencies may be indicated. While wesiar ACE’s actual rate change information to beppetary, there are a number of public
sources that can be used as a proxy to adjustdties to a more appropriate level. These sourcgade, but are not limited to, the Counci
Insurance Agents & Brokers (CIAB) Commercial Inswra Lines survey, Lloyd’s of London Premium Ratindex, and Tillinghast-Towers
Perrin Directors & Officers Liability Survey.

« Changes in inflation rates distort any resenayais based on loss triangles. If expected fuiftation is lower (higher) than historical
inflation rates, needed reserves may be oversfatatbrstated) as a result, and appropriate adjmssnsbould be made. If inflation rates
are stable, no adjustment may be requi

* Many other changes and distortions (e.g. chamgeinsurance structure, large losses, changdtlersent rates, etc.) can skew the results
of a reserve analysis based on aggregated triarigiese distortions are not always easily correfiiedout we have attempted to identify
and quantify them wherever possit

* Loss development methods can be particularlytifelat the first and second evaluation pointseesgly for longer-tailed lines. In those
situations, we would recommend relying on an exgrbéiss technique. One expected loss techniquadasessed in Feldblum’s paper is
the Bornhuetter-Ferguson method, which can be neatiib incorporate information on changing premiates in an analysis of reserve
adequacy

There are a number of valid prospective testss#me adequacy that can be performed based onlictated triangles. One excellent source
of information on the various methods is Completimgl Using Schedule P by Sholom Feldblémit is strongly recommended that anyone
attempting to analyze reserves presented in l@gtes be familiar with the methods detailed ia slection entitled “Loss Reserve Adequacy
Testing — Prospective Valuation.”

M Publicly available on the Casualty Actuarial Sogeiveb site at the following address
http://www.casact.org/pubs/forum/02fforum/02ff353.p

Consideration: Page -



ACE Limited Global Loss Triangles
ﬁ Highlights - Insurance North American Segment

i

The triangles are provided by GAAP reporting segn(iisurance North American, Insurance Overseaefaérand Global Re) which is
consistent with how ACE manages its business caggnegate basis.

Insurance North American Segment

The Insurance North American segment covers busiwesten by ACE USA (including business writtenaither ACE entities but managed
by ACE USA), ACE Westchester Specialty, ACE Canadfa, ACE Bermuda. A significant portion of ACE Bextia's exposure is from the
US, though a portion does reside in Europe.

There are three important points with regards ¢d*Brior” line. First, the “Prior” line shown heig gross of retroactive reinsurance (NICO
treaties). Second, it would be incorrect to apptynale loss development factor to the “Prior” lias it does not represent a single accident
year but the total activity in accident years ptmA993. Third, nearly all of AC's Asbestos and Environmental exposure is contaiméie
“Prior” line of the General Liability triangles. Delopment factors derived from loss triangles asppropriate for analysis of this exposure.
We will be completing our annual Asbestos reviewirtythe 4th quarter.

Insurance North AmericanWorkers Compensation

The US Statutory Schedule P filings for Workers @emnsation (WC) only show a portion of ACE’s totalCWlusiness. At year end 2000,
there was an internal reinsurance transaction teztwee ACE American Pool and another ACE entitynehg 100% of the outstanding
liabilities for the 2000 and prior accident yeansl 400% of any future development (net of thirdtypaginsurance) was ceded outside the ,
American Pool. The WC triangle contains all thegyoral WC business written by ACE’s US based diggmrations.

ACE USA’s WC experience includes both middle madwad Fortune 1000 business. The middle market bssiwas predominantly
guaranteed cost, while the majority of the Fortti@@0 business varies among retro, guaranteedhightdeductible, and fronted captive
business.

Contained in the triangles are a few instancesadfast negative case reserves (calculated by taékendifference between the reported and
paid at a given development age for a particulaidanit year). This is typically due to either sa@gand subrogation or timing differences
associated primarily with ceded reinsurance. Fork&is Compensation and other Casualty lines, Itugllially be the latter. For Non-
Casualty lines, it tends to be the former. In deny these negative case reserves will not sigaifily distort an analysis nor detract from the
usefulness of the information provided.

Insurance North AmericanGeneral Liability

The triangles consist of Primary General LiabillExcess Liability, Professional Liability, and Prmds Liability. The Primary General
Liability and US Excess Liability are written on ancurrence basis and represent the largest paitg the Professional Liability and
Bermuda Excess Liability are written on a claimdmbasis. Over the past three years, ACE USA hasgrgits General Liability book, while
Excess Liability business has been de-emphasizékOfiyBermuda. In addition, given the recent hardkaiin Professional Liability, each
of the four entities has grown its Professionabillity book over the past two years.

Furthermore, the underwriting cycle has been paetity pronounced for Professional Liability, withsoft market throughout the late 1990’s
and into 2001, followed by a rapid hardening inldwt three years. These changes in price adecaeyd be incorporated into any analysis
of reserve levels.

ACE Bermuda writes on a “claims first reported”rfowhich means that coverage is triggered when rédwaspotential claim is received,
potentially well in advance of a claim being fildd.addition, Bermuda typically writes at high attanent points, particularly on its Excess
Liability book.

Finally, in ACE’s US statutory Schedule P, Warrabtisiness appears in Other Liability — Occurrehtmavever, Warranty claims are settled
quickly, and case reserves are generally not esietdol. This makes it very different from the othasiness included in the Other Liability
line. Warranty products are muitear contracts, and rather than establish IBNRrveseor future claims, premium earnings are deféaovelr
the life of the contracts and an unearned premisamve is held which is reviewed and tested fogaaey (this is consistent with industry
practice). Therefore, we have removed data assaokigith Warranty business from the triangles.

Insurance North AmericanOther Casualty

These triangles consist of the non-WC and non-@Q l@iled business. The lines included are Autdilitg, Commercial Multi-Peril,
Political Risk, Marine, and Aviation Liability. Thiast two lines are the main components of the @pe@bility line in ACE’s US Schedule
P.

Insurance North AmericanNon-Casualty

The vast majority of business in this triangle éstssof Property exposures. In addition, thereusoAPhysical Damage, Fidelity and Surety,
and the “Other” line from ACE’s US annual statemevtiich includes Personal Accident exposure.

Highlights NA Page !



As of 12/31/03

ACE Limited Global Loss Triangles
‘3 North American Workers Compensation
" In $US thousands

Paid Loss + Paid ALAE Triangle

Age in months

Accident

Year 12 24 36 48 60 72 84 96 108 120
Prior 0 351,36¢ 593,93! 814,49: 999,64: 1,158,39. 1,306,60: 1,403,59. 1,504,17¢ 1,590,80:
1994 50,42¢ 112,19! 142,95. 171,60: 187,55: 199,65! 211,64( 219,13t 225,83¢ 229,59:
1995 91,641 195,39; 235,90: 272,90t 287,34t 300,62: 312,40¢ 314,27( 313,10t
1996 45,15 91,67¢ 114,85 152,20¢ 187,47 209,82¢ 231,14¢ 247,53¢
1997 57,27¢ 108,51° 147,75" 170,82¢ 187,46¢ 201,70¢ 210,94°
1998 67,04¢ 146,37( 182,16 209,32: 228,52( 243,96
1999 37,49¢ 82,44: 122,56° 153,70¢ 180,55(
2000 28,32 48,85( 107,49( 154,38¢
2001 15,64¢ 41,44¢ 59,04:
2002 27,77¢ 76,74¢
2003 38,98:
Reported Loss + Paid ALAE Triangle
Age in months
Accident
Year 12 24 36 48 60 72 84 96 108 120
Prior 1,618,82 1,816,51: 1,903,64i 2,037,011 2,134,65' 2,240,53i 2,271,84. 2,298,92° 2,453,73 2,518,40
1994 181,62: 232,11 240,68t 253,63( 264,47¢ 274,54¢ 280,35¢ 282,72: 287,74! 295,17
1995 176,64 263,76 290,93( 319,97¢ 338,01 344,41 354,48 356,03t 352,11¢
1996 90,20( 129,27¢ 141,89° 157,75:. 181,42¢ 201,35( 238,32: 245,56
1997 126,33¢ 180,86 207,31: 220,18t 231,71¢ 242,95! 245,85t
1998 147,61( 218,69: 239,04¢ 264,94( 277,40: 281,47
1999 92,55¢ 128,58! 160,59¢ 202,69° 216,98:
2000 38,79( 80,98¢ 134,39¢ 177,63(
2001 29,12 61,22¢ 70,10(
2002 55,66: 123,75
2003 100,17(

Net Earned Premium

Accident

Year NEP
1994 582,02
1995 500,00t
1996 440,05¢
1997 409,51(
1998 435,46
1999 332,71«
2000 209,66:
2001 272,92!
2002 381,69¢
2003 577,17
NA WC

Page |



ACE Limited Global Loss Triangles
North American General Liability
As of 12/31/03

" In $US thousands

&

Paid Loss + Paid ALAE Triangle

Age in months

Accident

Year 12 24 36 48 60 72 84 96 108 120
Prior 0 653,40¢ 1,072,42! 1,790,85' 2,426,19 3,233,16! 3,623,83( 3,909,74' 4,159,68: 4,482,36!
1994 15,88¢ 68,46: 112,53 150,13 185,34« 210,36¢ 307,15¢ 321,57 320,97 338,81
1995 24,56¢ 79,377 108,46¢ 133,56( 163,08t 187,67: 202,40t 209,22¢ 204,73:
1996 10,45¢ 44,94t 86,82! 132,92( 173,98( 194,20: 213,66° 230,74t
1997 7,35( 45,87¢ 79,51t 106,98¢ 136,50( 167,57¢ 193,44(
1998 13,03 50,47¢ 131,61° 182,21! 173,54: 218,72t
1999 29,66, 127,97( 194,24. 224,95¢ 272,29:
2000 54,76¢ 110,70 135,97- 235,36¢
2001 26,27: 119,97 135,21!
2002 32,04¢ 111,34!
2003 41,96
Reported Loss + Paid ALAE Triangle
Age in months
Accident
Year 12 24 36 48 60 72 84 96 108 120
Prior 1,439,731 2,03535' 2,517,20: 2,958,50 3,360,15. 3,750,64' 4,145,83. 4,386,67 4,437,90. 4,797,42.
1994 59,89: 157,65: 200,23t 218,67 274,80t 282,08 348,42( 346,43: 347,62: 353,63
1995 74,94° 137,49: 167,70’ 183,78¢ 214,39: 252,88t 263,98( 257,84 260,23!
1996 48,30( 86,37: 126,17¢ 159,15¢ 199,51: 224,25! 240,77( 244,58t
1997 51,02¢ 130,58t 170,58! 185,70¢ 219,26! 225,80: 217,92¢
1998 42,70¢ 115,31 184,41: 245,95¢ 235,33¢ 235,06¢
1999 63,82( 174,79! 248,36 289,52: 305,98!
2000 88,21 197,29: 300,35: 350,97-
2001 65,99¢ 202,87 253,21¢
2002 84,69« 144,01¢
2003 76,53

Net Earned Premium

Accident

Year NEP

1994 897,97¢
1995 630,99!
1996 612,62
1997 529,83.
1998 459,32.
1999 393,02t
2000 427,87¢
2001 572,30:
2002 658,23!
2003 1,429,87.
NA GL

Page



ACE Limited Global Loss Triangles
North American Other Casualty
As of 12/31/03

" In $US thousands

&

Paid Loss + Paid ALAE Triangle

Age in months

Accident

Year 12 24 36 48 60 72 84 96 108 120
Prior 0 572,13( 955,29¢ 1,233,50- 1,407,08! 1,603,89. 1,729,76. 1,849,40! 1,932,96. 1,998,86!
1994 299,00: 561,61! 711,58: 813,75! 873,39! 912,05! 922,54 933,05¢ 953,65! 958,58t
1995 213,71: 425,50¢ 514,28 579,68 603,18t 622,87 635,93! 642,83! 645,39¢
1996 265,30! 515,56! 603,36! 654,81: 686,70: 713,64 722,53: 728,11t
1997 192,38! 333,73: 401,46t 437,95 462,38 475,60: 491,72t
1998 220,52t 383,00( 471,03¢ 516,12! 545,45¢ 558,51¢
1999 170,01: 281,06 346,54! 384,88 403,66¢
2000 206,77: 345,44 386,00 423,46(
2001 100,08t 195,77¢ 247,64
2002 107,52( 179,19¢
2003 124,68¢
Reported Loss + Paid ALAE Triangle
Age in months
Accident
Year 12 24 36 48 60 72 84 96 108 120
Prior 1,279,57 1,530,57' 1,658,05 1,733,43. 1,761,56! 1,936,28! 2,047,006/ 2,149,94! 2,316,791 2,296,75
1994 625,66¢ 797,04¢ 860,79° 919,25: 938,78t 950,24 945,73t 949,87! 963,64 965,73!
1995 430,51¢ 560,55: 598,96 634,19: 633,69¢ 637,83: 640,72 651,05¢ 653,09
1996 479,66. 627,31¢ 696,17- 706,58: 717,69¢ 732,23t 732,72t 737,52¢
1997 336,06: 425,37t 473,43t 486,60 495,66° 505,47¢ 514,86
1998 423,40« 489,84 525,02( 560,97¢ 567,40: 583,95.
1999 309,33! 344,94( 394,49¢ 433,66( 442,83t
2000 322,30( 404,75¢ 417,36¢ 454,32,
2001 150,64t 239,71t 286,00
2002 185,97° 243,77(
2003 195,73:

Net Earned Premium

Accident

Year NEP

1994 1,189,58
1995 994,78!
1996 906,13
1997 737,33«
1998 598,25:
1999 918,73
2000 556,55(
2001 503,63
2002 572,31(
2003 849,13
NA Other Cas
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As of 12/31/03

ACE Limited Global Loss Triangles
‘3 North American Non-Casualty

" In $US thousands

Paid Loss + Paid ALAE Triangle

Age in months

Accident

Year 12 24 36 48 60 72 84 96 108 120
Prior 0 34,70¢ 110,59¢ 130,56: 136,92° 124,32: 136,66: 143,38! 145,77¢ 146,93!
1994 248,33! 313,40¢ 326,69: 342,13« 358,92! 369,94t 372,49¢ 367,75( 368,73t 370,31¢
1995 143,15} 232,57 247,05( 257,79: 263,76: 264,77: 266,93( 265,53 272,50:
1996 139,88: 221,96: 242,13t 258,68: 257,81¢ 259,29: 261,24 262,72
1997 132,47 207,16t 238,63: 241,45 246,67: 255,08t 254,38
1998 192,15¢ 319,57 345,68 357,28 363,77( 368,11.
1999 184,45! 266,04¢ 280,69¢ 286,11: 285,78:
2000 264,63( 379,12! 387,55: 395,73t
2001 205,08: 278,23 272,23:
2002 301,63¢ 401,28
2003 381,18:
Reported Loss + Paid ALAE Triangle
Age in months
Accident
Year 12 24 36 48 60 72 84 96 108 120
Prior 123,41 138,82: 184,97t 197,28¢ 218,53¢ 199,65: 194,55¢ 214,53: 149,81¢ 169,68:-
1994 320,27 351,42. 360,28 343,11! 356,44 386,63( 387,01¢ 373,63t 373,56( 374,80:
1995 204,83: 240,47 252,83: 261,56 267,94 265,33¢ 270,43! 266,17: 272,76t
1996 269,40: 267,94! 272,43t 282,79: 275,44t 268,94¢ 272,77( 270,87
1997 219,09¢ 250,92: 265,93! 251,00: 250,44 257,60t 251,28t
1998 335,19: 348,83. 353,92 359,75: 368,87: 370,90°
1999 241,38t 299,69¢ 291,89: 299,96¢ 286,35¢
2000 397,14 437,34! 437,39¢ 426,02t
2001 217,60( 313,52( 302,00!
2002 330,51( 407,76«
2003 466,75(

Net Earned Premium

Accident

Year NEP
1994 540,96-
1995 423,85
1996 507,08:
1997 525,07
1998 519,60¢
1999 503,84t
2000 661,11:
2001 623,32!
2002 895,47
2003 880,35
NA NCas
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ACE Limited Global Loss Triangles
‘% Highlights - Insurance Overseas General Segment

&

Insurance Overseas General Segment

The Insurance Overseas General segment includ@sebasvritten by ACE International and ACE Globadiets (AGM). ACE International
has four regions, with the majority of the businiessted in Europe. AGM business is written in theyd’s market and is mostly US
business. An important reserving consideratiohas ACE analyzes its AGM business on a gross unitérg/year basis rather than an
accident year basis. In order to provide net dataroaccident year basis it has been necessargte snsnumber of assumptions. As a result,
any purely mechanical analysis may produce ailflichigh or low estimates, and some degree ofjuelyt should be used in selecting fac
and in the selection of an overall developmentgpatt

Due to the complexity of allocating its net paidiaeported data from treaty year to accident ytbar ACE Global Markets Property, Energy,
and Personal Accident book was excluded from th&.Glowever, the GL, Professional Liability, Aviatipand Marine books from accident
year 1997 onwards have been included in the Caystnalhgles.

Insurance Overseas Generdlasualty

The majority of the exposures consist of Generabllity and Professional Liability from both ACEtérnational and AGM. As noted in the
Insurance North American discussion, there wagdéeming of the Professional Liability market in hst three years, and any analysis sh
reflect these changes in price adequacy. Also dezlun this triangle are relatively smaller amouwsftéwto Liability, Employers Liability,
Marine, Aviation, and Political Risk.

Both occurrence and claims made coverages havevinéiéen in relatively equal proportions over tlast ten years. As with Insurance North
American, we did not see any significant distortiercombining occurrence and claims made data.

Insurance Overseas Generdllon-Casualty
These triangles consist entirely of Property andrgy losses. As mentioned above, the AGM Non-Casbalok was excluded.

Insurance Overseas Generdtersonal Accident

The Personal Accident business shown here is wrdtgirely by ACE International. As mentioned ababe AGM Personal Accident book
was excluded. This is mostly traditional accidamibess with no health insurance component.

Highlights OG Page 1
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Paid Loss + Paid ALAE Triangle

.

Accident
Year

ACE Limited Global Loss Triangles
Overseas General Casualty
As of 12/31/03

In $US thousands

Age in months

12

24

36

48

60

72

84

96

108

120

Prior 0 90,94¢ 154,30¢ 199,53: 239,14( 263,58 284,45¢ 296,97 307,58 320,68
1994 137,35: 198,85¢ 216,56! 229,26: 241,20: 253,76! 257,47t 260,81: 264,66 266,23¢
1995 129,48¢ 196,38 217,24t 228,41¢ 242,51t 249,76 255,64 258,37 258,99:
1996 129,42¢ 200,40 219,33: 240,30( 247,51( 253,95! 263,50: 265,96!
1997 238,52: 385,02! 460,86¢ 512,34( 572,05t 614,94t 636,42(
1998 260,48 404,83 474,05! 541,81¢ 582,69 606,17¢
1999 235,66 398,40: 479,87, 539,37 571,75:
2000 273,67t 490,14: 598,68! 664,68:
2001 245,96¢ 444 55¢ 562,59(
2002 196,40¢ 387,06.
2003 187,65¢
Reported Loss + Paid ALAE Triangle
Age in months
Accident
Year 12 24 36 48 60 72 84 96 108 120
Prior 257,30° 294,11( 343,64¢ 361,15¢ 356,67. 368,65: 373,80¢ 393,14 383,34! 387,82(
1994 202,17t 242,70: 251,56: 258,08 262,33t 270,87¢ 270,64 273,10¢ 274,42¢ 280,56:
1995 194,18 240,29° 244.,44. 250,30: 263,73 265,44 266,70t 264,59! 264,77:
1996 196,21° 240,26 248,73 261,11 263,68: 272,03: 270,97 272,76(
1997 375,38¢ 543,45¢ 592,33 673,76 732,49: 806,15! 829,55¢
1998 386,31. 541,00 604,64! 623,35! 657,12¢ 727,87
1999 373,58t 552,51: 610,07¢ 640,49¢ 594,67
2000 422,59° 707,35: 784,71 863,38:
2001 417,79 571,84 693,15¢
2002 377,83t 625,69¢
2003 350,33:

Net Earned Premium

Accident
Year

NEP

1994
1995
1996
1997
1998
1999
2000
2001
2002
2003

OG Cas

489,27¢
487,87t
503,07¢
1,011,02i
949,93!
909,77-
984,20t
1,133,59!
1,394,811
1,558,10i
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As of 12/31/03

ACE Limited Global Loss Triangles
‘3 Overseas General Non-Casualty
" In $US thousands

Paid Loss + Paid ALAE Triangle

Age in months

Accident

Year 12 24 36 48 60 72 84 96 108 120
Prior 0 3518t 49,31: 60,322 68,06t 78,50( 84,44 107,21t 115,38t 126,95(
1994 79,76( 134,60. 146,43¢ 150,51t 152,70¢ 150,94 151,83. 152,66: 152,84t 152,92.
1995 63,69t 133,74 148,37t 152,64( 153,81! 154,18. 158,50 159,37¢ 159,33

1996 61,38« 124,56. 137,60 141,21¢ 142,89¢ 144,28( 145,68{ 145,62(

1997 72,90¢ 137,35: 148,79( 154,00: 155,63: 156,980 158,75:

1998 131,63: 253,93° 275,900 285,63! 298,27 299,64

1999 93,23. 237,33 279,23 291,65¢ 296,18(

2000 117,84t 263,76t 315,25¢ 337,54:

2001 123,63: 282,66( 318,49:

2002 137,71%  256,99!

2003 97,94

Reported Loss + Paid ALAE Triangle

Age in months

Accident

Year 12 24 36 48 60 72 84 96 108 120
Prior 81,96( 84,447 83,25( 83,25( 82,39 87,69¢ 91,17: 112,62¢ 120,28( 130,23
1994 146,86: 155,23 157,20+ 156,61( 161,29( 158,36: 158,62 158,78 158,03 157,40«
1995 150,74t 163,57¢ 163,99* 163,12 165,23: 159,61 160,72° 160,57: 159,86:

1996 129,56° 148,98 149,44' 148,340 148,01t 148,17% 147,75 147,42

1997 152,16! 169,87: 164,49¢ 161,45¢ 161,90: 162,180 162,74!

1998 262,16( 306,70¢ 305,727 301,98( 302,22¢ 303,00

1999 219,15¢ 305,69. 302,91: 302,79: 304,43

2000 329,45! 365,20¢ 359,35. 358,61

2001 343,37¢ 370,64: 351,86:

2002 288,21. 337,30!

2003 298,82:

Net Earned Premium
Accident

Year NEP

1994 311,69(
1995 330,27¢
1996 328,95;
1997 339,13
1998 343,84:
1999 349,18t
2000 366,50:
2001 393,52:
2002 564,21¢
2003 766,79:

OG NCas Page 1



As of 12/31/03

ACE Limited Global Loss Triangles
‘3 Overseas General Personal Accident
" In $US thousands

Paid Loss + Paid ALAE Triangle

Age in months

Accident

Year 12 24 36 48 60 72 84 96 108 120
Prior 0 32,19¢ 49,90¢ 57,96¢ 63,25, 66,64: 69,97, 73,13t 74,67¢ 76,13¢
1994 64,92¢ 117,820 131,41! 138,559: 141,78t 143,06: 144,61¢ 14518 145,60¢ 146,11«
1995 68,57( 119,97. 135,36t 14245! 14596¢ 147,15¢ 148,89. 150,30( 150,73t

1996 70,20¢ 123,56: 137,07« 142,31: 145,610 147,94¢ 149,45( 150,11:

1997 75,07¢ 132,39 151,80« 158,580 163,43° 165,93¢ 166,99:

1998 95,77t 158,64° 175,64t 185,21: 188,13f 190,48¢

1999 84,69: 144,88! 164,24¢ 172,63t 176,80t

2000 87,90¢ 152,07¢ 172,02( 180,79(

2001 106,04: 190,16( 219,61(

2002 109,41 196,56t

2003 115,31(

Reported Loss + Paid ALAE Triangle

Age in months

Accident

Year 12 24 36 48 60 72 84 96 108 120
Prior 51,05¢ 60,94: 68,26( 72,32 73,68: 75,88¢ 75,79% 76,35 77,44 77,28¢
1994 99,48¢ 134,54 143,02¢ 146,36: 146,48! 146,84 146,75 146,34( 146,58 146,76(
1995 106,55( 142,79. 146,76. 149,47 150,38 150,60° 151,22( 152,190 151,77:

1996 104,59. 144,19 149,220 150,84: 150,74: 151,74 152,25¢ 152,51¢

1997 118,74: 157,03! 166,95' 167,28¢ 168,80t 169,62t 169,36:

1998 142,04( 184,16t 190,32 192,18 192,29: 193,37!

1999 130,240 172,11! 179,48. 182,45( 183,52!

2000 130,36: 185,16¢ 188,72t 192,76

2001 168,98( 227,51¢ 251,66t

2002 172,79t 259,28!

2003 192,67:

Net Earned Premium

Accident

Year NEP

1994 377,68¢
1995 403,83:
1996 426,57:
1997 534,80(
1998 474,80t
1999 487,35t
2000 486,93(
2001 558,95:
2002 662,45.
2003 718,97¢

OG PA Page 1



ACE Limited Global Loss Triangles
‘% Highlights - Global Re Segment

&

Global Re Segment

The Global Re segment contains the business whitteFrempest USA, Tempest Bermuda, and Tempest Euficggmpest USA writes a North
American treaty reinsurance book covering neatllireds and is sourced through reinsurance brokesipest Bermuda was founded in 1!
and writes catastrophe reinsurance, primarily Ptgm®overages. Tempest Europe writes a worldwidéfg@m of Marine, Aviation, Property
and Casualty business.

Unlike the rest of the triangles, the data for GloRe is presented on a treaty year basis, noh@teident year basis. A feature of treaty year
data is that individual treaties can incept at timg during a given treaty year, and thereforayliafeaty year can typically take up to 36
months to fully earn. Since reserves should onlgdiablished for the earned portion of the 200&yrgear, care should be taken not to fully
develop the 2003 treaty year and include the urebportion of that treaty year. Hence, any appbcadf a pure loss development factor
method for treaty year 2003 (paid or reported mliétd by a benchmark LDF) will overstate the ligthibs of December 31, 2003. As an
alternative, either an expected loss and/or BoritbrEerguson approach will help mitigate this essince the earned premium represents
ACE’s exposure as of December 31, 2003.

Global Re Casualty

Given the short history of Global Re in Casualte$ of business, there are only four treaty yefliesse and ALAE experience to date, and
given the long-tail nature of the business, itifiallt to perform any meaningful analysis, espalgi with loss development methods. Other
methods, such as a pure Expected Loss Ratio ohBetterFerguson, would be more appropriate. A good solarckess development factc
would be the Reinsurance Association of America ARA

Global Re NorCasualty

Prior to policy year 2001, all of the loss expecemelates to Tempest Bermuda and is therefoirafierty Catastrophe related. In the policy
years subsequent to 2001, the Property Per RiskEnacyy books have grown substantic

Highlights GR Page 1



As of 12/31/03

ACE Limited Global Loss Triangles
‘& Global Re Casualty
" In $US thousands

Paid Loss + Paid ALAE Triangle

Age in months

Treaty
Year 12 24 36 48 60 72 84 96 108 120

Prior
1994
1995
1996
1997
1998
1999
2000 94¢€ 4,89 10,42+ 13,76:
2001 1,49¢ 9,79 23,69:

2002 1,55¢ 14,97

2003 4,26¢

[eNoNoloNoNoNe)
[cNoNoloNoNolNe)
[cNoNoloNoNoNe)
[cNeoNoloNeoNolNoe)
OO O0OOOO0O ~
OO O0OOO ~
QOO0 ~
OO0 ~

o

Reported Loss + Paid ALAE Triangle

Age in months

Treaty
Year 12 24 36 48 60 72 84 96 108 120

Prior
1994
1995
1996
1997
1998
1999
2000 1,66¢ 10,77¢ 16,66( 20,0
2001 7,52z 21,837 38,01¢
2002 9,62¢ 37,25¢

2003 19,537

cocoocococoo
cocooocooo
cocooocooo
Nooooooo
cocoocococoo
cocoococoo
coooco
cooo

o

o

Net Earned Premium
Treaty

Year NEP

1994 0
1995 0
1996 0
1997 0
1998 0
1999 0
2000 30,54:
2001  137,05¢
2002  347,17:
2003 213,36

GR Cas Page 1



As of 12/31/03

ACE Limited Global Loss Triangles
‘3 Global Re Non-Casualty
" In $US thousands

Paid Loss + Paid ALAE Triangle

Age in months

Treaty

Year 12 24 36 48 60 72 84 96 108 120
Prior 0 0 0 0 0 0 0 0 0 0
1994 11,35¢ 38,06( 49,93t 53,89 57,78t 59,68. 59,737 60,197 60,547 61,99(
1995 18,02 48,44. 58,32t 66,61: 68,30¢ 68,83, 69,28 69,28 69,31«

1996 15,18: 24779¢  25,31( 25,64¢ 25,64 25,83t 25,84« 25,84

1997 6,022 10,86¢ 13,67¢  17,32: 17,60z  17,62¢ 17,56¢

1998 25,62 68,89  90,04( 90,84¢ 90,92(  89,04:

1999 22,02¢ 52,48° 45,97¢  47,79:  47,99(

2000 8,96¢ 33,920 46,720 51,11

2001 26,80: 41,17¢  55,74¢

2002 26,84 75,09¢

2003 30,37(

Reported Loss + Paid ALAE Triangle

Age in months

Treaty

Year 12 24 36 48 60 72 84 96 108 120
Prior 0 0 0 0 0 0 0 0 0 0
1994 34,73 54,82¢ 57,83(  58,75: 61,37¢  61,61¢ 61,58( 61,69 61,04,  62,55¢
1995 58,01 58,91¢ 63,04(  68,33: 69,12: 69,11} 69,43¢  69,38¢ 69,36¢

1996 25,17 26,30¢ 25,88:  25,92¢ 25,767  25,95; 26,06t  25,97¢

1997 11,28: 15,54: 18,34¢ 18,54¢ 18,63¢ 18,29: 18,25¢

1998 33,44¢ 85,33 93,50f 93,04: 90,24. 89,72

1999 25,51« 48,867  50,20¢ 48,42  48,13¢

2000 15,76¢ 53,07C  52,57¢ 50,44

2001 46,22( 49,387  56,94:

2002 72,61¢ 116,33

2003 61,74¢

Net Earned Premium

Treaty
Year NEP

1994 142,60¢
1995 162,15¢
1996 127,16!
1997 118,83:
1998 155,95
1999 152,58:
2000 227,34¢
2001 339,41¢
2002 573,06
2003 465,20:

GR NCas Page 1



ACE Limited Global Loss Triangles
‘% Selected Excerpts based upon ACE’s 2003 10-K Dissloe

&

As an insurance and reinsurance company, we auéreelgunder GAAP, to establish loss reservesterastimated unpaid portion of the
ultimate liability for losses and loss expensesaurle terms of our policies and agreements withraured and reinsured customers. These
reserves include estimates for both claims thag feeen reported and those that have been incuntatbbreported (IBNR), and include
estimates of expenses associated with processthgedtiing these claims. At December 31, 2003 utiaid losses and loss expense reserve
was $27.1 billion gross of third party reinsuran@er P&C loss reserves are not discounted. Theessoof establishing reserves for property
and casualty (P&C) claims can be complex and igestibo considerable variability as it requires tise of informed estimates and judgme
These estimates and judgments are based on nunfectais, and may be revised as additional expegi@md other data become available
and are reviewed, as new or improved methodolagiesieveloped or as current laws change.

We have actuarial staff in each of our operatirgyents who track insurance reserves and regulaalyate the levels of loss reserves, tal
into consideration factors that may impact themétie loss reserves. The potential for variatiolo$s reserves is impacted by numerous
factors, which we explain below.

We estimate loss reserves for all insurance amduednce business we write. In most cases, we doawve all the necessary information to
determine the ultimate settlement value for a clairthe time we are required to accrue for the lAssa result, historical experience and o
statistical information are used to estimate thienalte cost of the loss, depending on the typeusfrtess. To determine carried reserves for a
particular line of business, we may perform onenore reserving methods to estimate ultimate loaeddoss expenses and use the results to
select a single point estimate. These methods ntdyde, but are not necessarily limited to, exttajpons of our historical reported and paid
loss data, application of industry loss developnpatterns to our reported or paid losses, expdogsdratios developed by management, or
historical industry loss ratios.

Underlying judgments and assumptions that may berporated into these actuarial methods includealinot necessarily limited to,
adjustments to historical data used in models tiuele aberrations in claims data such as catassofitat are typically analyzed separately,
application of tail factors used to project ultimataims from historical loss experience when tlgeeseveral data points to use, adjustments
to actuarial models and related data for knownriass changes, such as changes in claims coveredinadrance contracts, and the effec
recent or pending litigation on future claim settnts. For each of our lines of business, managgmneronjunction with internal actuaries,
develop their “best estimate” of ultimate liab#ii, which they believe provide a reasonable estimfiathe required reserve. We utilize one set
of assumptions in determining a single point estm@/e do not calculate a range of loss reserimatds.

The following is a discussion of specific reservoansiderations by type of claim:

ShortTail Business, such as Property Coverages

Short-tail business describes lines of businesw/fach losses are usually known and paid shortigrahe loss actually occurs. This would
include, for example, most property, personal amtidaviation hull and automobile physical damagicies that are written.

LongTail Business, such as Casualty Coverages

Long-tail business describes lines of businessvfoch specific losses may not be known for soméopleand losses take much longer to
emerge. This includes most casualty lines sucteasrgl liability, directors and officers liabililp&QO) and workers compensation. Within
our general insurance business, long-tail castaiiness has been increasing and for the year éhglsginber 31, 2003 comprises
approximately 43 percent of net premiums earnedrd are many factors contributing to the uncenyadmd volatility of long-tail business.
Among these are:

. Given the recent expansion of this businesspliéstl experience is often too immature to pladieanee upon for reserving purposes.
Instead, particularly for newer lines of busingsserve methods are based on industry loss ratideve@lopment patterns that reflect the
nature and coverage of the underwritten businedstafuture development. For new or growing linésusiness, actual loss experie
is apt to differ from industry loss statistics that¢ based on averages as well as loss experiépoevious underwriting year

1C-K(2) Page 1



ACE Limited Global Loss Triangles
‘% Selected Excerpts based upon ACE’s 2003 10-K Dissloe

&

. The inherent uncertainty of the length of paid espbrting development patterr

. The possibility of future litigation, legislativer judicial change that might impact future logpearience relative to prior loss experience
relied upon in loss reserve analys

We establish reserves for the estimated unpaichaté liability for losses and loss expenses urftetdrms of our policies and agreements.
These reserves take into account estimates bothdions that have been reported and for IBNR, actlide estimates of expenses associated
with processing and settling claims.

For each of our lines of business, managemengnjuaction with internal actuaries, develop a “bestimate” of ultimate liabilities, which
they believe provide a reasonable estimate ofétjaired reserve. The following is a discussionwfreserve- setting procedures by segment:

Insurance- North American and InsuraneeOverseas General

Our internal actuaries perform standard actuareth@dologies including paid and incurred loss dewelent and the Bornhuetter-Ferguson
(BF) incurred and paid loss methods. The BF meth@dblend of an expected loss ratio method aridation of a pattern consistent with tl
of a loss development technique. For those lindsisiness where there is enough historical expegian general, all four methods are
utilized and an ultimate indication is estimateddzhon the outcomes of these techniques as watiyasther methods used for the given line
of business (e.g. counts and averages approadhess.reliance would be placed on loss developmesfirtiques for the older years as these
are more mature and would have more consisterdgrdfor the more recent years, especially for kailgd lines of business, a BF method
would be given more weight since a loss developmethod could significantly understate or overstatsilities. In all cases, additional
diagnostics are performed to help in the deterranaif the most appropriate estimate.

These diagnostics include a review of paid logac¢arred loss ratios, claims disposal rates andi@dpBNR to case outstanding ratios. In
situations where a new line of business is beintfem or a new product line being sold, an expetisd ratio method would be more
appropriate as our own historical loss developnr&@ntmation is limited. In these cases, industmdienark loss ratios and development
patterns are utilized to estimate ultimate indmasi Given the high severity, low frequency natfrACE Bermuda’s book of business, the
actuarial techniques utilized in calculating IBN&Rnore heavily weighted to an expected loss rafiofigthodology. There is intense
monitoring by claim of potential case reserve depaient in this business and the interaction betweemclaims department and actuarial
function is a crucial element in the success of tigerating unit.

Global Reinsurance

ACE Global Re’s book of business consists of aigant amount of property catastrophe exposure tifis line of business, we develop
initial loss estimates for large individual catagines based on market share information of poteax@sures and the output from catastrc
computer simulation models. Market share analysts wedant and industry information at geograghviell(e.g. country) and line of busine

A range of industry losses is then passed throbghelevant market shares to provide a range eétofor the company’s exposures, allowing
for program attachment points and the appropriaéees of the indemnity limits involved. When actcase reserves from the ceding
companies are received, the initial loss estimategprogressively modified to reflect the actuakeging loss experience. Since the subject
business is short-tail, most of our historical &ssare now reserved on this basis.

For the casualty lines of business, similar actlagichniques are utilized as described aboven®irisurance — North American and
Insurance — Overseas General segments. Howeveto dloe immaturity of this book of business, momsgit is given to the BF method of
projections. There is considerable uncertainty adaihe expected projections for these lines andamrable trends that may be seen in the
development could easily be reversed.

The interested reader is referred to ACE’s 2003rFd0-K for additional information on the reservipigcess.
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ACE Limited Global Loss Triangles
‘% Glossary

&

Accident year: Relates to all losses occurring within a given tweemonth period, regardless of when the loss was
reported or booked.

Bornhuetter-Ferguson method:Estimates unpaid (unreported) losses for a giveitant/treaty year based on an
expected ultimate and the percentage of lossesrdiyrunpaid (unreported).

Claims made basisAn insurance form where the date the loss is repdud the insurer is deemed to be the date of the
loss event, regardless of when the loss occurred.

Integrated occurrence:Two or more separate occurrences defined in ayalc single occurrence. For example, a
number of individual lawsuits arising over sevgméars from a single faulty product might be defiasdne occurrence
under policy language.

Occurrence basis:An insurance form where the date the loss occusrdéemed to be the date of the loss event,
regardless of when the claim is reported to thergrs

Retroactive reinsurance:An arrangement whereby a reinsurer assumes ligbiliurred as a result of past events (i.e. a
loss portfolio transfer).

Treaty year: Relates to all losses associated with policiesiti@pted within a given twelve-month period.

Glossary Page 1



