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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q


QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the Quarterly Period Ended March 31, 2008
OR



TRANSITION REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the Transition Period from
Commission File No. 1-11778

to
I.R.S. Employer Identification No. 98-0091805

ACE LIMITED
(Incorporated in the Cayman Islands)

ACE Global Headquarters
17 Woodbourne Avenue
Hamilton HM 08
Bermuda
Telephone 441-295-5200

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15 (d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.
YES 

NO 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act.
Large accelerated filer
Non-accelerated filer


 (Do not check if a smaller reporting company)

Accelerated filer 
Smaller reporting company 

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
YES 

NO 

The number of registrant’s Ordinary Shares ($0.041666667 par value) outstanding as of May 6, 2008, was 332,906,644.
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ACE LIMITED
PART I FINANCIAL INFORMATION
Item 1. Financial Statements
ACE LIMITED AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Unaudited)
March 31
December 31
2008
2007
(in millions of U.S. dollars
except share and per share data)
Assets
Investments
Fixed maturities available for sale, at fair value (amortized cost – $32,615 and $32,994) (includes hybrid financial
instruments of $277 and $282)
Fixed maturities held to maturity, at amortized cost (fair value – $2,960 and $3,015)
Equity securities, at fair value (cost – $1,597 and $1,618)
Short-term investments, at fair value and amortized cost
Other investments (cost – $992 and $880)
Total investments
Cash
Securities lending collateral
Accrued investment income
Insurance and reinsurance balances receivable
Reinsurance recoverable
Deferred policy acquisition costs
Prepaid reinsurance premiums
Goodwill
Deferred tax assets
Investments in partially-owned insurance companies (cost – $668 and $686)
Other assets
Total assets
Liabilities
Unpaid losses and loss expenses
Unearned premiums
Future policy benefits for life and annuity contracts
Insurance and reinsurance balances payable
Deposit liabilities
Securities lending payable
Payable for securities purchased
Accounts payable, accrued expenses and other liabilities
Income taxes payable
Short-term debt
Long-term debt
Trust preferred securities
Total liabilities
Commitments and contingencies
Shareholders’ equity
Preferred Shares ($1.00 par value, 2,300,000 shares authorized, issued, and outstanding)
Ordinary Shares ($0.04 par value, 500,000,000 shares authorized; 332,506,547 and 329,704,531 shares issued and outstanding)
Additional paid-in capital
Retained earnings
Deferred compensation obligation
Accumulated other comprehensive income
Ordinary Shares issued to employee trust
Total shareholders’ equity
Total liabilities and shareholders’ equity

See accompanying notes to the interim consolidated financial statements
3

$

$
$

$

32,619
2,913
1,660
4,795
1,243
43,230
511
2,361
416
3,748
13,969
1,220
1,742
2,763
1,054
776
2,129
73,919

$

37,182
6,653
632
2,756
362
2,361
1,391
1,885
198
1,341
2,114
309
57,184

$

2
14
6,887
9,358
3
474
(3)
16,735
73,919

$

$

33,184
2,987
1,837
2,631
1,140
41,779
510
2,109
416
3,540
14,362
1,121
1,600
2,731
1,087
773
2,062
72,090
37,112
6,227
545
2,843
351
2,109
1,798
1,825
111
372
1,811
309
55,413

2
14
6,812
9,080
3
769
(3)
16,677
72,090
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ACE LIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME
For the three months ended March 31, 2008 and 2007
(Unaudited)
Three Months Ended
March 31
2008
2007
(in millions of U.S.
dollars, except per
share data)

Revenues
Gross premiums written
Reinsurance premiums ceded
Net premiums written
Change in unearned premiums
Net premiums earned
Net investment income
Net realized gains (losses)
Total revenues
Expenses
Losses and loss expenses
Life and annuity benefits
Policy acquisition costs
Administrative expenses
Interest expense
Other (income) expense
Total expenses
Income before income tax
Income tax expense
Net income
Other comprehensive income (loss)
Unrealized appreciation (depreciation) arising during the period
Reclassification adjustment for net realized (gains) losses included in net income
Change in:
Cumulative translation adjustment
Other comprehensive (loss) income, before income tax
Income tax benefit (expense) related to other comprehensive income items
Other comprehensive (loss) income
Comprehensive income
Basic earnings per share
Diluted earnings per share

See accompanying notes to the interim consolidated financial statements
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$ 4,409
(1,255)
3,154
(214)
2,940
489
(353)
3,076

$ 4,496
(1,226)
3,270
(188)
3,082
451
16
3,549

1,579
63
468
375
46
15
2,546
530
153
$ 377

1,860
36
417
356
46
4
2,719
830
129
$ 701

(497)
173
(324)
27
(297)
8
(289)
$
88
$ 1.12
$ 1.10

73
3
76
16
92
(18)
74
$ 775
$ 2.13
$ 2.10
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ACE LIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
For the three months ended March 31, 2008 and 2007
(Unaudited)
Three Months
Ended
March 31
2008
2007
(in millions of
U.S. dollars)

Preferred Shares
Balance – beginning and end of period
Ordinary Shares
Balance – beginning and end of period
Additional paid-in capital
Balance – beginning of period
Net shares redeemed under employee share-based compensation plans
Exercise of stock options
Share-based compensation expense
Balance – end of period
Retained earnings
Balance – beginning of period
Effect of adoption of FAS 157
Effect of adoption of FAS 159
Effect of adoption of FIN 48
Effect of adoption of FAS 155
Balance – beginning of period, adjusted for effect of adoption of new accounting principles
Net income
Dividends declared on Ordinary Shares
Dividends declared on Preferred Shares
Balance – end of period
Deferred compensation obligation
Balance – beginning and end of period
Accumulated other comprehensive income
Net unrealized appreciation (depreciation) on investments
Balance – beginning of period
Effect of adoption of FAS 159
Effect of adoption of FAS 155
Balance – beginning of period, adjusted for effect of adoption of new accounting principles
Change in period, net of income tax (expense) benefit of $22 and $(13)
Balance – end of period
Cumulative translation adjustment
Balance – beginning of period
Change in period, net of income tax (expense) benefit of $(14) and $(5)
Balance – end of period
Pension liability adjustment
Balance – beginning and end of period
Accumulated other comprehensive income
Ordinary Shares issued to employee trust
Balance – beginning and end of period
Total shareholders’ equity

See accompanying notes to the interim consolidated financial statements
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$

2
14

$

2
14

6,812
(17)
54
38
6,887

6,640
(14)
12
23
6,661

9,080
(4)
6
—
—
9,082
377
(90)
(11)
9,358

6,906
—
—
(22)
12
6,896
701
(82)
(11)
7,504

3

4

596
(6)
—
590
(302)
288

607
—
(12)
595
63
658

231
13
244

165
11
176

(58)
474

(56)
778

(3)
$16,735

(4)
$14,959
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ACE LIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the three months ended March 31, 2008 and 2007
(Unaudited)
Three Months Ended
March 31
2008
2007
(in millions of U.S. dollars)

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash flows from operating activities:
Net realized (gains) losses
Amortization of premium/discount on fixed maturities
Deferred income taxes
Unpaid losses and loss expenses
Unearned premiums
Future policy benefits for life and annuity contracts
Insurance and reinsurance balances payable
Accounts payable, accrued expenses and other liabilities
Income taxes payable
Insurance and reinsurance balances receivable
Reinsurance recoverable
Deferred policy acquisition costs
Prepaid reinsurance premiums
Other
Net cash flows from operating activities
Cash flows used for investing activities
Purchases of fixed maturities available for sale
Purchases of fixed maturities held to maturity
Purchases of equity securities
Sales of fixed maturities available for sale
Sales of equity securities
Maturities and redemptions of fixed maturities available for sale
Maturities and redemptions of fixed maturities held to maturity
Net proceeds from (payments made on) the settlement of investment derivatives
Other
Net cash flows used for investing activities
Cash flows from financing activities
Dividends paid on Ordinary Shares
Dividends paid on Preferred Shares
Net proceeds from short-term debt
Net proceeds from issuance of long-term debt
Proceeds from exercise of options for Ordinary Shares
Proceeds from Ordinary Shares issued under ESPP
Net cash flows from financing activities
Effect of foreign currency rate changes on cash and cash equivalents
Net increase in cash
Cash – beginning of period
Cash – end of period
See accompanying notes to the interim consolidated financial statements
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$

$

377

$

701

353
2
12
(141)
320
86
(157)
90
86
(165)
472
(82)
(103)
(135)
1,015

(16)
(2)
(37)
253
216
3
56
(109)
82
(103)
221
(50)
(28)
49
1,236

(14,284)
(59)
(242)
11,325
214
841
127
1
(180)
(2,257)

(10,953)
(112)
(181)
8,534
158
944
94
(7)
(67)
(1,590)

(89)
(11)
965
300
54
5
1,224
19
1
510
511

(81)
(11)
—
500
12
4
424
4
74
565
639

$
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ACE LIMITED AND SUBSIDIARIES
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
1. General
ACE Limited (ACE or the Company) is a holding company incorporated with limited liability under the Cayman Islands Companies Law and
maintains its corporate business office in Bermuda. On March 19, 2008, the Company announced that its Board of Directors approved a redomestication of the Company to move its place of incorporation from the Cayman Islands to Zurich, Switzerland. The re-domestication is
subject to approval by the Company’s shareholders at ACE’s annual general meeting scheduled for July 2008 and certain regulatory approvals. If
approved, the Company expects the re-domestication to be effective in July 2008. The Company does not expect the re-domestication to have a
material impact on the way ACE operates or on the Company’s financial condition or results of operations.
The Company, through its various subsidiaries, provides a broad range of insurance and reinsurance products to insureds worldwide. ACE
operates through the following business segments: Insurance – North American, Insurance – Overseas General, Global Reinsurance, and Life
Insurance and Reinsurance. These segments are described in Note 8.
On December 14, 2007, the Company entered into a stock purchase agreement with Aon Corporation, pursuant to which ACE had agreed to
purchase all the outstanding shares of capital stock of Combined Insurance Company of America (Combined) and certain Combined subsidiaries
for $2.4 billion in cash. Combined is a leading underwriter and distributor of specialty individual accident and supplemental health insurance
products that are targeted to middle income consumers in the U.S., Europe, Canada, and Asia Pacific. The acquisition was completed on April 1,
2008, at a purchase price of $2.56 billion. ACE has financed the transaction through a combination of available cash, the use of reverse
repurchase agreements, and new private and public long-term debt. Refer to Notes 5 and 11.
The interim unaudited consolidated financial statements, which include the accounts of the Company and its subsidiaries, have been prepared in
accordance with accounting principles generally accepted in the United States of America (GAAP) and, in the opinion of management, reflect all
adjustments (consisting of normally recurring accruals) necessary for a fair presentation of the results and financial position for such periods. All
significant intercompany accounts and transactions have been eliminated. The results of operations and cash flows for any interim period are not
necessarily indicative of the results for the full year. These financial statements should be read in conjunction with the consolidated financial
statements, and related notes thereto, included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2007.
2. Significant accounting policies
New accounting pronouncements
Adopted in the three months ended March 31, 2008
Fair value measurements
In September 2006, the Financial Accounting Standards Board (FASB) issued Financial Accounting Standard (FAS) No. 157, Fair Value
Measurements (FAS 157). FAS 157 is effective for financial statements issued for fiscal years beginning after November 15, 2007, and interim
periods within those fiscal years. FAS 157 focuses on how to measure fair value and establishes a three-level hierarchy for both measurement
and disclosure purposes. The fair value hierarchy gives the highest priority to quoted prices in active markets and the lowest priority to
unobservable data. Under FAS 157, fair value measurements are separately disclosed by level within the fair value hierarchy. FAS 157 does not
expand the use of fair value measurement to any new circumstances. The Company adopted FAS 157 as of January 1, 2008, and the cumulative
effect of adoption resulted in a
7
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ACE LIMITED AND SUBSIDIARIES
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited)
reduction to retained earnings of $4 million related to an increase in risk margins included in the valuation of certain guaranteed minimum
income benefits (GMIB) contracts. For additional information regarding the adoption of FAS 157, refer to Note 3.
Fair value option for financial assets and financial liabilities
In February 2007, the FASB issued FAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities (FAS 159). FAS 159
permits an entity to irrevocably elect fair value on a contract-by-contract basis as the initial and subsequent measurement attribute for many
financial assets and liabilities and certain other items including insurance contracts. FAS 159 is effective for fiscal years beginning after
November 15, 2007. Effective January 1, 2008, the Company elected the fair value option for certain of its available for sale equity securities.
The Company elected the fair value option for these particular equity securities to simplify the accounting and oversight of this portfolio given
the portfolio management strategy employed by the external investment manager. Since the equity securities were previously carried at fair
market value, the election did not have an effect on shareholders’ equity. However, the election resulted in an increase to retained earnings and a
reduction to accumulated other comprehensive income of $6 million ($9 million pre-tax) as of January 1, 2008. Subsequent to this election,
changes in fair value related to these equity securities are recognized in Net realized gains (losses) in the consolidated statement of operations.
For additional information regarding the adoption of FAS 159, refer to Note 3.
Income tax benefits of dividends on share-based payment awards
In October 2006, the FASB issued Emerging Issues Task Force (EITF) Issue No. 06-11, Accounting for Income Tax Benefits of Dividends on
Share-Based Payment Awards (EITF 06-11). EITF 06-11 provides guidance on the treatment of realized income tax benefits arising from
dividend payments to employees holding equity shares, non-vested equity share units, and outstanding equity share options. EITF 06-11 is
applied prospectively to the income tax benefits of dividends on equity-classified employee share-based payment awards that are declared in
fiscal years beginning after December 15, 2007. The adoption of EITF 06-11 did not have a material impact on the Company’s financial
condition or results of operations.
To be adopted after March 31, 2008
Business combinations
In December 2007, the FASB issued FAS No. 141 (Revised), Business Combinations (FAS 141R). FAS 141R establishes accounting and
reporting standards that provide a definition of the “acquirer” in a business combination, broaden the application of the acquisition method to all
business combinations where one entity obtains control over one or more businesses, and establish principles and requirements for how an
acquirer recognizes and measures the identifiable assets acquired, liabilities assumed, and any noncontrolling interest in the “acquiree”;
recognize and measure the goodwill acquired in the business combination or a gain from a bargain purchase; and require disclosure information
to enable users to evaluate the nature and financial effects of the business combination. FAS 141R shall be applied prospectively to business
combinations for which the acquisition date is on or after the beginning of the first annual reporting period beginning on or after December 15,
2008. The Company does not expect the adoption of FAS 141R to have a material impact on the Company’s financial condition or results of
operations.
Noncontrolling interests
In December 2007, the FASB issued FAS No. 160, Noncontrolling Interests in Consolidated Financial Statements – an Amendment of ARB
No. 51 (FAS 160). FAS 160 established accounting and reporting standards
8
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ACE LIMITED AND SUBSIDIARIES
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited)
that require that ownership interests in subsidiaries held by parties other than the parent be presented in the consolidated statement of
shareholders’ equity separately from the parent’s equity; the consolidated net income attributable to the parent and noncontrolling interest be
presented on the face of the consolidated statements of operations; changes in a parent’s ownership interest while the parent retains controlling
financial interest in its subsidiary be accounted for consistently; and sufficient disclosure that identifies and distinguishes between the interests of
the parent and noncontrolling owners. FAS 160 is effective for fiscal years, and interim periods within those fiscal years, beginning on or after
December 15, 2008. The Company does not expect the adoption of FAS 160 to have a material impact on the Company’s financial condition or
results of operations.
Disclosures about derivative instruments and hedging activities
In March 2008, the FASB issued FAS No. 161, Disclosures About Derivative Instruments and Hedging Activities (FAS 161). FAS 161
establishes reporting standards that require enhanced disclosures about how and why derivative instruments are used, how derivative instruments
are accounted for under FAS No. 133, Accounting for Derivative Instruments and Hedging Activities , and how derivative instruments affect an
entity’s financial position, financial performance, and cash flows. FAS 161 is effective for fiscal years, and interim periods within those fiscal
years, beginning on or after November 15, 2008.
3. Fair value measurements
a) Fair value hierarchy
The Company adopted the provisions of FAS 157 on January 1, 2008, and the cumulative effect of adoption resulted in a reduction to retained
earnings of $4 million related to an increase in risk margins included in the valuation of certain GMIB contracts. FAS 157 defines fair value as
the price to sell an asset or transfer a liability in an orderly transaction between market participants and establishes a three-level valuation
hierarchy in which inputs into valuation techniques used to measure fair value are classified. The fair value hierarchy gives the highest priority to
quoted prices in active markets and the lowest priority to unobservable data. Inputs in Level 1 are unadjusted quoted prices for identical assets or
liabilities in active markets. Level 2 includes inputs other than quoted prices included within Level 1 that are observable for assets or liabilities
either directly or indirectly. Level 2 inputs include, among other items, quoted prices for similar assets and liabilities in active markets, quoted
prices for identical or similar assets and liabilities in markets that are not active, and inputs other than quoted prices that are observable for the
asset or liability such as interest rates and yield curves. Level 3 inputs are unobservable and reflect management’s judgments about assumptions
that market participants would use in pricing an asset or liability. A financial instrument’s categorization within the valuation hierarchy is based
upon the lowest level of input that is significant to the fair value measurement.
The following is a description of the valuation measurements used for the Company’s financial instruments carried or disclosed at fair value, as
well as the general classification of such financial instruments pursuant to the valuation hierarchy.
Fixed maturities
Fixed maturities with active markets such as U.S. Treasury and agency securities are classified within Level 1, as fair values are based on quoted
market prices. For fixed maturities that trade in less active markets, including corporate and municipal securities, fair values are based on the
output of “pricing matrix models”, the significant inputs into which include, but are not limited to, yield curves, credit risks and spreads,
measures of volatility, and prepayment speeds. These fixed maturities are classified within Level 2. Fixed maturities for which pricing is
unobservable are classified within Level 3.
9
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ACE LIMITED AND SUBSIDIARIES
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited)
Equity securities
Equity securities with active markets are classified within Level 1 as fair values are based on quoted market prices. For nonpublic equity
securities, fair values are based on market valuations and are classified within Level 2.
Short-term investments
Short-term investments, which comprise securities due to mature within one year of the date of purchase that are traded in active markets, are
classified within Level 1 as fair values are based on quoted market prices. Securities such as commercial paper and discount notes are classified
within Level 2 because these securities are typically not actively traded due to their approaching maturity and, as such, their cost approximating
par value.
Other investments
Fair values for other investments, principally other direct equity investments, investment funds, and limited partnerships, are based on the net
asset value or financial statements and are included within Level 3. Equity securities and fixed maturities held in rabbi trusts maintained by the
Company for deferred compensation plans, and included in Other investments, are classified within the valuation hierarchy on the same basis as
the Company’s other equity securities and fixed maturities.
Investment derivative instruments
For actively traded investment derivative instruments, including futures, options, and exchange-traded forward contracts, the Company obtains
quoted market prices to determine fair value. As such, these instruments are included within Level 1. Forward contracts that are not exchangetraded are priced using a pricing matrix model principally employing observable inputs and, as such, are classified within Level 2. The
Company’s position in interest rate and credit default swaps is typically classified within Level 3.
Guaranteed minimum income benefits
The liability for GMIBs arises from the Company’s reinsurance programs covering living benefit guarantees whereby the Company assumes the
risk of GMIBs associated with variable annuity contracts. The fair value of GMIB reinsurance is estimated using an internal valuation model
which includes the use of management estimates and current market information. The fair value depends on a number of inputs, including
changes in interest rates, changes in equity markets, changes in market volatility, changes in policyholder behavior, and changes in policyholder
mortality. The model and related assumptions are continuously re-evaluated by management and enhanced, as appropriate, based upon
improvements in modeling techniques and availability of more timely market information, such as market conditions and demographics of inforce annuities. Because of the significant use of unobservable inputs including policyholder behavior, GMIB reinsurance is classified within
Level 3.
10
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ACE LIMITED AND SUBSIDIARIES
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited)
Other derivative instruments
The Company maintains positions in other derivative instruments including option contracts designed to limit exposure to a severe equity market
decline, which would cause an increase in expected claims and, therefore, reserves for guaranteed minimum death benefits and GMIB
reinsurance business. The fair value of the majority of the Company’s positions in other investment derivatives is based on significant observable
inputs including equity security and interest rate indices. Accordingly, these are classified within Level 2. The Company’s position in credit
default swaps is typically included within Level 3.
The following table presents, by valuation hierarchy, the financial instruments carried or disclosed at fair value, and measured on a recurring
basis, as of March 31, 2008.
Quoted Prices in
Active Markets for
Significant Other
Identical Assets or

Observable
Inputs
Inputs
Level 2
Level 3
(in millions of U.S. dollars)

Liabilities
Level 1

March 31, 2008
Assets:
Fixed maturities available for sale
Fixed maturities held to maturity
Equity securities
Short-term investments
Other investments
Other derivative instruments
Total assets at fair value
Liabilities:
Investment derivative instruments
Guaranteed minimum income benefits
Total liabilities at fair value

$

$

669
304
1,644
4,203
46
—
6,866

$

9

$

9

$

$

$

—
$
11

Significant
Unobservable

31,403
2,656
3
592
185
93
34,932
—
—
—

$

$
$
$

547
—
13
—
1,012
37
1,609
(5)
441
436

Total

$32,619
2,960
1,660
4,795
1,243
130
$43,407
$
$

4
441
445
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ACE LIMITED AND SUBSIDIARIES
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited)
b) Level 3 financial instruments
The following table provides a reconciliation of the beginning and ending balances of financial instruments carried or disclosed at fair value
using significant unobservable inputs (Level 3) for the three months ended March 31, 2008.
Change in Net
Unrealized Gains
(Losses) Relating
Change in Net
Unrealized Gains
BalanceBeginning
of Period

Three Months Ended
March 31, 2008
Assets:
Fixed maturities available for
sale
Equity securities
Other investments
Other derivative instruments
Total assets at fair value
Liabilities:
Investment derivative
instruments
Guaranteed minimum income
benefits
Total liabilities at fair value

Net
Realized
Gains/
Losses

Purchases,
Sales,
Issuances,
and
Settlements,

(Losses) Included
in Other
Comprehensive
Income

Net

to Financial
Instruments Still
BalanceTransfers
Into (Out
of) Level 3

End of
Period

Held at
March 31, 2008
included in
Net Income

(in millions of U.S. dollars)

$

601
12
898
17
$ 1,528

$

(3)
—
(27)
20
$ (10)

$

$

$

$

(6)
225
219

(5)

205
$ 200

$

$

(34)
—
(4)
—
(38)

$

—

$

$

—
—

$

$

(7)
2
145
—
140

$

$ 547
13
1,012
37
$ 1,609

$

$

(10)
(1)
—
—
(11)

$

—
—
—
—
—

6

$

—

$

$

—

11
17

$

—
—

441
$ 436

$

—
—

(5)

c) Fair value option
Effective January 1, 2008, the Company elected the fair value option for certain of its available for sale equity securities valued and carried at
$161 million on the election date. The Company elected the fair value option for these particular equity securities to simplify the accounting and
oversight of this portfolio given the portfolio management strategy employed by the external investment manager. The election resulted in an
increase in retained earnings and a reduction to accumulated other comprehensive income of $6 million as of January 1, 2008. This adjustment
reflects the net of tax unrealized gains ($9 million pre-tax) associated with this particular portfolio at January 1, 2008. Subsequent to this
election, changes in fair value related to these equity securities are recognized in Net realized gains (losses). For the three months ended
March 31, 2008, the Company recognized net realized losses related to changes in fair value of these equity securities of $20 million in the
consolidated statement of operations. At March 31, 2008, all of these equity securities were classified within Level 1 in the fair value hierarchy.
12
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ACE LIMITED AND SUBSIDIARIES
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited)
4. Investments
a) Gross unrealized loss
As of March 31, 2008, there were 5,209 fixed maturities out of a total of 14,182 fixed maturities in an unrealized loss position. The largest single
unrealized loss in the fixed maturities was $6.7 million. There were 642 equity securities out of a total of 1,155 equity securities in an unrealized
loss position. The largest single unrealized loss in the equity securities was $5.6 million. There were no securities that had been in a loss position
for the previous nine consecutive months with a market value of less than 80 percent of amortized cost, or cost for equity securities. Most of the
fixed maturities in an unrealized loss position were investment grade securities for which fair value declined primarily due to widening credit
spreads on corporate, structured credit investments, and high yield securities.
The following tables summarize, for all securities in an unrealized loss position at March 31, 2008, and December 31, 2007 (including securities
on loan), the aggregate fair value and gross unrealized loss by length of time the security has continuously been in an unrealized loss position.
0 - 12 Months
Gross
Unrealized
Fair Value

March 31, 2008
U.S. Treasury and agency
Foreign
Corporate securities
Mortgage-backed securities
States, municipalities, and political subdivisions
Total fixed maturities
Equities
Other investments
Total

$

282
2,600
4,723
4,048
447
12,100
825
184
$ 13,109

Loss

$

(2.4)
(145.9)
(259.1)
(214.2)
(13.5)
(635.1)
(129.7)
(19.5)
$ (784.3)

Over 12 Months
Gross
Unrealized

Total
Gross
Unrealized

Fair Value
Loss
(in millions of U.S. dollars)

Fair Value

$

$

$

—
25
65
124
4
218
—
—
218

$

—
(0.3)
(5.7)
(4.0)
(0.1)
(10.1)
—
—
$ (10.1)

282
2,625
4,788
4,172
451
12,318
825
184
$ 13,327

Loss

$

(2.4)
(146.2)
(264.8)
(218.2)
(13.6)
(645.2)
(129.7)
(19.5)
$ (794.4)

Included in the “0 – 12 Months” and “Over 12 Months” aging categories at March 31, 2008, are fixed maturities held to maturity with combined
fair values of $574 million and $176 million, respectively. The associated gross unrealized losses included in the “0-12 Months” and “Over 12
Months” aging categories are $13 million and $9 million, respectively.
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0 - 12 Months
Gross
Unrealized
Fair Value

December 31, 2007
U.S. Treasury and agency
Foreign
Corporate securities
Mortgage-backed securities
States, municipalities, and political subdivisions
Total fixed maturities
Equities
Other investments
Total

$

193
3,435
3,951
2,967
569
11,115
589
101
$ 11,805

Loss

$

(2.5)
(97.3)
(138.5)
(29.8)
(7.1)
(275.2)
(92.5)
(16.3)
$ (384.0)

Over 12 Months
Gross
Unrealized

Total
Gross
Unrealized

Fair Value
Loss
(in millions of U.S. dollars)

Fair Value

$

$

$

31
135
235
139
16
556
—
—
556

$

$

(0.1)
(0.9)
(3.6)
(1.7)
(0.2)
(6.5)
—
—
(6.5)

224
3,570
4,186
3,106
585
11,671
589
101
$ 12,361

Loss

$

(2.6)
(98.2)
(142.1)
(31.5)
(7.3)
(281.7)
(92.5)
(16.3)
$ (390.5)

Included in the “0 – 12 Months” and “Over 12 Months” aging categories at December 31, 2007, are fixed maturities held to maturity with
combined fair values of $361 million and $318 million, respectively. The associated gross unrealized losses included in the “0 – 12 Months” and
“Over 12 Months” aging categories were $3 million and $4 million, respectively.
b) Other- than- temporary impairments
The following table shows, for the periods indicated, the losses included in net realized gains (losses) as a result of conditions which caused the
Company to conclude the decline in fair value of certain investments was “other-than-temporary”. The impairments for the three months ended
March 31, 2008, were primarily due to increased equity market volatility and fixed income securities in an unrealized loss position for greater
than 12 months reflecting global interest rate conditions, including widening credit spreads on corporate and structured credit investments. In
addition, fixed income impairments included approximately $20 million for securities which external investment managers indicated their intent
to sell in the near term.
Three Months Ended
March 31
2008
2007
(in millions of U.S.
dollars)

Fixed maturities
Equity securities
Other investments
Total

$

$
14

128
36
25
189

$

$

37
1
—
38
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5. Debt
The following table outlines the Company’s debt as of March 31, 2008, and December 31, 2007.
2008
2007
(in millions of U.S. dollars)

Short-term debt
Australia Holdings due 2008
ACE US Holdings senior notes due 2008
Reverse repurchase agreements

$

91
250
1,000
1,341

$

$

$

204
199
499
500
300
100
298
14
2,114

$

201
199
499
500
—
100
298
14
1,811

$

309

$

309

$
Long-term debt
ACE INA subordinated notes due 2009
ACE European Holdings due 2010
ACE INA senior notes due 2014
ACE INA senior notes due 2017
ACE INA senior notes due 2018
ACE INA debentures due 2029
ACE INA senior notes due 2036
Other

$

Trust preferred securities
ACE INA capital securities due 2030

87
250
35
372

$

a) Reverse repurchase agreements
During the three months ended March 31, 2008, and December 31, 2007, the Company executed reverse repurchase agreements with certain
counterparties. Under these repurchase agreements, the Company agreed to sell securities and repurchase them at a date in the future for a
predetermined price. At March 31, 2008, as part of the financing of the Combined acquisition, short-term debt included $1 billion of amounts
owed to brokers under these reverse repurchase transactions.
b) ACE INA notes
As part of the financing of the Combined acquisition, in February 2008, ACE INA issued $300 million of 5.8 percent senior notes due March
2018. These notes are redeemable at any time at ACE INA’s option subject to a “make-whole” premium plus 0.35 percent. The notes are also
redeemable at par plus accrued and unpaid interest in the event of certain changes in tax law. These notes do not have the benefit of any sinking
fund. These senior unsecured notes are guaranteed on a senior basis by the Company and they rank equally with all of the Company’s other
senior obligations. They also contain a customary limitation on lien provisions as well as customary events of default provisions which, if
breached, could result in the accelerated maturity of such senior debt.
6. Commitments, contingencies, and guarantees
a) Other investments
The Company invests in limited partnerships with a carrying value of $599 million included in Other investments. In connection with these
investments, the Company has commitments that may require funding of up to $549 million over the next several years.
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b) Legal proceedings
(i) Claims and other litigation
The Company’s insurance subsidiaries are subject to claims litigation involving disputed interpretations of policy coverages and, in some
jurisdictions, direct actions by allegedly-injured persons seeking damages from policyholders. These lawsuits, involving claims on policies
issued by the Company’s subsidiaries which are typical to the insurance industry in general and in the normal course of business, are considered
in the Company’s loss and loss expense reserves. In addition to claims litigation, the Company and its subsidiaries are subject to lawsuits and
regulatory actions in the normal course of business that do not arise from, or directly relate to, claims on insurance policies. This category of
business litigation typically involves, amongst other things, allegations of underwriting errors or misconduct, employment claims, regulatory
activity, or disputes arising from business ventures. In the opinion of ACE’s management, ACE’s ultimate liability for these matters is not likely
to have a material adverse effect on ACE’s consolidated financial condition, although it is possible that the effect could be material to ACE’s
consolidated results of operations for an individual reporting period.
(ii) Subpoenas
Beginning in 2004, ACE and its subsidiaries and affiliates received numerous subpoenas, interrogatories, and civil investigative demands in
connection with certain investigations of insurance industry practices. These inquiries have been issued by a number of attorneys general, state
departments of insurance, and other authorities, including the New York Attorney General (NYAG), the Pennsylvania Department of Insurance,
and the Securities and Exchange Commission (SEC). Such inquiries concern underwriting practices and non-traditional or loss mitigation
insurance products. To the extent they are ongoing, ACE is cooperating and will continue to cooperate with such inquiries. ACE conducted its
own investigation that encompassed the subjects raised by the NYAG and the other state and federal regulatory authorities. The investigation
was conducted by a team from the firm of Debevoise & Plimpton LLP headed by former United States Attorney Mary Jo White and operated
under and at the direction of the Audit Committee of the Board of Directors. ACE’s internal investigations pertaining to underwriting practices
and non-traditional or loss mitigation insurance products are complete.
(iii) Settlement agreements
On April 25, 2006, ACE reached a settlement with the Attorneys General of New York, Illinois, and Connecticut and the New York Insurance
Department pursuant to which ACE received from these authorities an Assurance of Discontinuance (AOD). Under the AOD, these regulators
agreed not to file certain litigation against ACE relating to their investigation of certain business practices, and ACE agreed to pay $80 million
($66 million after tax) without admitting any liability, and to adopt certain business reforms. Of the $80 million, $40 million was paid to the
three settling Attorneys General as a penalty, and $40 million was distributed to eligible policyholders who executed a release of possible claims
against ACE. A total of $80 million was recorded in administrative expenses in the quarter ended March 31, 2006.
On May 9, 2007, ACE and the Pennsylvania Insurance Department (Department) and the Pennsylvania Office of Attorney General (OAG)
entered into a settlement agreement. This settlement agreement resolves the issues raised by the Department and the OAG arising from their
investigation of ACE’s underwriting practices and contingent commission payments. As a result of this settlement agreement, ACE made a $9
million payment to the Department and agreed to comply with the business practice guidelines that ACE established in 2004 to assure ongoing
antitrust compliance in its operations.
On October 24, 2007, ACE entered into a settlement agreement with the Attorneys General of Florida, Hawaii, Maryland, Massachusetts,
Michigan, Oregon, Texas, West Virginia, the District of Columbia, and the Florida
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Department of Financial Services and Office of Insurance Regulation. The agreement resolves investigations of ACE’s underwriting practices
and contingent commission payments. Under the agreement, ACE paid $4.5 million without admitting any liability, and agreed to keep in place
certain business reforms already in effect.
(iv) Business practice-related litigation
ACE, ACE INA Holdings, Inc., and ACE USA, Inc., along with a number of other insurers and brokers, were named in a series of federal
putative nationwide class actions brought by insurance policyholders. The Judicial Panel on Multidistrict Litigation (JPML) consolidated these
cases in the District of New Jersey. On August 1, 2005, plaintiffs in the New Jersey consolidated proceedings filed two consolidated amended
complaints – one concerning commercial insurance and the other concerning employee benefit plans. The employee benefit plans litigation
against ACE has been dismissed.
In the commercial insurance complaint, the plaintiffs named ACE, ACE INA Holdings, Inc., ACE USA, Inc., ACE American Insurance Co.,
Illinois Union Insurance Co., and Indemnity Insurance Co. of North America. They allege that certain brokers and insurers, including certain
ACE entities, conspired to increase premiums and allocate customers through the use of “B” quotes and contingent commissions. In addition, the
complaints allege that the broker defendants received additional income by improperly placing their clients’ business with insurers through
related wholesale entities that acted as intermediaries between the broker and insurer. Plaintiffs also allege that broker defendants tied the
purchase of primary insurance to the placement of such coverage with reinsurance carriers through the broker defendants’ reinsurance broker
subsidiaries. The complaint asserts the following causes of action against ACE: Federal Racketeer Influenced and Corrupt Organizations Act
(RICO), federal antitrust law, state antitrust law, aiding and abetting breach of fiduciary duty, and unjust enrichment.
In 2006 and 2007, the Court dismissed plaintiffs’ first two attempts to properly plead a case without prejudice and permitted plaintiffs one final
opportunity to re-plead. The amended complaint, filed on May 22, 2007, purported to add several new ACE defendants: ACE Group Holdings,
Inc., ACE US Holdings, Inc., Westchester Fire Insurance Company, INA Corporation, INA Financial Corporation, INA Holdings Corporation,
ACE Property and Casualty Insurance Company, and Pacific Employers Insurance Company. Plaintiffs also added a new antitrust claim against
Marsh, ACE, and other insurers based on the same allegations as the other claims but limited to excess casualty insurance. On June 21, 2007,
defendants moved to dismiss the amended complaint and moved to strike the new parties that plaintiffs attempted to add to that complaint. The
Court granted defendants’ motions and dismissed plaintiffs’ antitrust and RICO claims with prejudice on August 31, 2007, and September 28,
2007, respectively. The Court also declined to exercise supplemental jurisdiction over plaintiffs’ state law claims and dismissed those claims
without prejudice. On October 10, 2007, plaintiffs filed a Notice of Appeal of the antitrust and RICO rulings to the United States Court of
Appeals for the Third Circuit. The appeal is fully briefed and pending before the Third Circuit.
There are a number of federal actions brought by policyholders based on allegations similar to the allegations in the consolidated federal actions
that were filed in, or transferred to, the United States District Court for the District of New Jersey for coordination. All proceedings in these
actions are currently stayed.
•

New Cingular Wireless Headquarters LLC et al. v. Marsh & McLennan Companies, Inc. et al. (Case No. 06-5120; D.N.J.), was
originally filed in the Northern District of Georgia on April 4, 2006. ACE Ltd., ACE American Ins. Co., ACE USA, Inc., ACE
Bermuda Ins. Co. Ltd., Illinois Union Ins. Co., Pacific Employers Ins. Co., and Lloyd’s of London Syndicate 2488 AGM, along with
a number of other insurers and brokers, are named.

•

Avery Dennison Corp. v. Marsh & McLennan Companies, Inc. et al. (Case No. 07-00757; D.N.J.) was filed on February 13, 2007.
ACE, ACE INA Holdings, Inc., ACE USA, Inc., and ACE American Insurance Co., along with a number of other insurers and
brokers, are named.
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•

Henley Management Co., Inc. et al v. Marsh, Inc. et al. (Case No. 07-2389; D.N.J.) was filed on May 27, 2007. ACE USA, Inc.,
along with a number of other insurers and Marsh, are named.

•

Lincoln Adventures LLC et al. v. Those Certain Underwriters at Lloyd’s, London Members of Syndicates 0033 et al. (Case No. 0760991; D.N.J.) was originally filed in the Southern District of Florida on July 13, 2007. Supreme Auto Transport LLC et al. v.
Certain Underwriters of Lloyd’s of London, et al. (Case No. 07-6703; D.N.J.) was originally filed in the Southern District of New
York on July 25, 2007. Lloyd’s of London Syndicate 2488 AGM, along with a number of other Lloyd’s of London Syndicates and
various brokers, are named in both actions. The allegations in these putative class-action lawsuits are similar to the allegations in the
consolidated federal actions identified above, although these lawsuits focus on alleged conduct within the London insurance market

•

Sears, Roebuck & Co. et al. v. Marsh & McLennan Companies, Inc. et al. (Case No. 07-2535; D.N.J.) was originally filed in the
Northern District of Georgia on October 12, 2007. ACE American Insurance Co., ACE Bermuda Insurance Ltd., and Westchester
Surplus Lines Insurance Co., along with a number of other insurers and brokers, are named.

Three cases have been filed in state courts with allegations similar to those in the consolidated federal actions described above.
•

Van Emden Management Corporation v. Marsh & McLennan Companies, Inc., et al. (Case No. 05-0066A; Superior Court of
Massachusetts), a class action in Massachusetts, was filed on January 13, 2005. Illinois Union Insurance Company, an ACE
subsidiary, is named. The Van Emden case has been stayed pending resolution of the consolidated proceedings in the District of New
Jersey or until further order of the Court.

•

Office Depot, Inc. v. Marsh & McLennan Companies, Inc. et al. (Case No. 502005CA004396; Circuit Court of the 15th Judicial
Circuit in Palm Beach County Florida), a Florida state action, was filed on June 22, 2005. ACE American Insurance Co., an ACE
subsidiary, is named. The trial court originally stayed this case, but the Florida Court of Appeals later remanded and the trial court
declined to grant another stay. Discovery is ongoing.

•

State of Ohio, ex. rel. Marc E. Dann, Attorney General v. American Int’l Group, Inc. et al. (Case No. 07-633857; Court of Common
Pleas in Cuyahoga County, Ohio) is an Ohio state action filed by the Ohio Attorney General on August 24, 2007. ACE, ACE
American Insurance Co., ACE Property & Casualty Insurance Co., Insurance Company of North America, and Westchester Fire
Insurance Co., along with a number of other insurance companies and Marsh, are named. Defendants’ (including ACE) motion to
dismiss was argued on April 29, 2008, and the parties await a decision. Discovery is currently stayed.

ACE was named in four putative securities class action suits following the filing of a civil suit against Marsh by the NYAG on October 14, 2004.
The suits were consolidated by the JPML in the Eastern District of Pennsylvania and the Court appointed Sheet Metal Workers’ National
Pension Fund and Alaska Ironworkers Pension Trust as lead plaintiffs. Lead plaintiffs filed a consolidated amended complaint on September 30,
2005, naming ACE, Evan G. Greenberg, Brian Duperreault, and Philip V. Bancroft as defendants. Plaintiffs allege that ACE’s public statements
and securities filings should have revealed that insurers, including certain ACE entities, and brokers allegedly conspired to increase premiums
and allocate customers through the use of “B” quotes and contingent commissions and that ACE’s revenues and earnings were inflated by these
practices. Plaintiffs assert claims solely under Section 10(b) of the Securities Exchange Act of 1934 (the Exchange Act), Rule 10(b)-5
promulgated thereunder, and Section 20(a) of the Securities Act (control person liability). In 2005, ACE and the individual defendants filed a
motion to dismiss. The motion remains pending.
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ACE is named as a defendant in a derivative suit filed in Delaware Chancery Court by shareholders of Marsh seeking to recover damages for
Marsh and its subsidiary, Marsh, Inc., against officers and directors of Marsh, American International Group Inc. (AIG), AIG’s chief executive
officer, and ACE. The suit alleges that the defendants breached their fiduciary duty to and thereby damaged Marsh and Marsh, Inc. by
participating in a bid rigging scheme and obtaining “kickbacks” in the form of contingent commissions, and that ACE knowingly participated in
the alleged scheme. The case is currently stayed.
ACE, ACE USA, Inc., ACE INA Holdings, Inc., and Evan G. Greenberg, as a former officer and director of AIG and current officer and director
of ACE, are named in one or both of two derivative cases brought by certain shareholders of AIG. One of the derivative cases was filed in
Delaware Chancery Court, and the other was filed in federal court in the Southern District of New York. The allegations against ACE concern
the alleged bid rigging and contingent commission scheme as similarly alleged in the federal commercial insurance cases. Plaintiffs assert the
following causes of action against ACE: breach of fiduciary duty, aiding and abetting breaches of fiduciary duties, unjust enrichment,
conspiracy, and fraud. On April 14, 2008, the shareholder plaintiffs filed an amended complaint (their third pleading effort), which drops Evan
Greenberg as a defendant. ACE anticipates moving to dismiss the newly amended complaint on June 13, 2008. Discovery is currently stayed.
The New York derivative action is stayed pending resolution of the Delaware derivative action.
In all of the lawsuits described above, plaintiffs seek compensatory and in some cases special damages without specifying an amount. As a
result, ACE cannot at this time estimate its potential costs related to these legal matters and, accordingly, no liability for compensatory damages
has been established in the consolidated financial statements.
ACE’s ultimate liability for these matters is not likely to have a material adverse effect on ACE’s consolidated financial condition, although it is
possible that the effect could be material to ACE’s consolidated results of operations for an individual reporting period.
7. Share-based compensation
During 2004, the Company established the ACE Limited 2004 Long-Term Incentive Plan (the 2004 LTIP). The Company’s 2004 LTIP provides
for grants of both incentive and non-qualified stock options principally at an option price per share of 100 percent of the fair market value of the
Company’s Ordinary Shares on the date of grant. Stock options are generally granted with a 3-year vesting period and a 10-year term. The stock
options vest in equal annual installments over the respective vesting period, which is also the requisite service period. On February 27, 2008, the
Company granted 1,545,072 stock options with a weighted-average grant date fair value of $17.56. The fair value of the options issued is
estimated on the date of grant using the Black-Scholes option pricing model.
The Company’s 2004 LTIP also provides for grants of restricted stock and restricted stock units. The Company generally grants restricted stock
and restricted stock units with a 4-year vesting period, based on a graded vesting schedule. The restricted stock is granted at market close price
on the day of grant. On February 27, 2008, the Company granted 1,632,711 restricted stock awards and 204,295 restricted stock units to officers
of the Company and its subsidiaries with a grant date fair value of $60.28. Each restricted stock unit represents the Company’s obligation to
deliver to the holder one share of Ordinary Shares upon vesting.
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8. Segment information
The Company operates through the following business segments: Insurance – North American, Insurance – Overseas General, Global
Reinsurance, and Life Insurance and Reinsurance. These segments distribute their products through various forms of brokers, agencies, and
direct marketing programs. Additionally, Insurance – North American has formed internet distribution channels for some of its products. Global
Reinsurance, Insurance – North American, and Life Insurance and Reinsurance have established relationships with reinsurance intermediaries.
The Insurance – North American segment comprises the P&C operation in the U.S., Canada, and Bermuda. This segment includes the operations
of ACE USA (including ACE Canada), ACE Westchester, ACE Bermuda, and various run-off operations. ACE USA provides a broad array of
P&C, A&H, and risk management products and services to a diverse group of commercial and non-commercial enterprises and consumers. ACE
Westchester specializes in the wholesale distribution of excess, surplus, and specialty P&C products. ACE Bermuda provides commercial
insurance products on an excess basis to a global client base, covering risks that are generally low in frequency and high in severity. The run-off
operations include Brandywine Holdings Corporation, Commercial Insurance Services, residual market workers’ compensation business, pools
and syndicates not attributable to a single business group, and other exited lines of business. Run-off operations do not actively sell insurance
products, but are responsible for the management of existing policies and related claims.
The Insurance – Overseas General segment consists of ACE International (excluding its life insurance business) and the wholesale insurance
operations of ACE Global Markets, our London-based excess and surplus lines business that includes Lloyd’s Syndicate 2488. ACE
International, our ACE INA network of indigenous retail insurance operations, maintains a presence in every major insurance market in the
world and is organized geographically along product lines that provide dedicated underwriting focus to customers. ACE Global Markets offers
an extensive product range through its unique parallel distribution of products via ACE European Group Limited (AEGL) and Lloyd’s Syndicate
2488. ACE provides funds at Lloyd’s to support underwriting by Syndicate 2488 which is managed by ACE Underwriting Agencies Limited.
AEGL, our London-based, FSA-U.K. regulated company, underwrites U.K. and Continental Europe insurance and reinsurance business. The
reinsurance operation of ACE Global Markets is included in the Global Reinsurance segment. The Insurance – Overseas General segment has
four regions of operations: the ACE European Group (which is comprised of ACE Europe and ACE Global Markets branded business), ACE
Asia Pacific, ACE Far East, and ACE Latin America. Companies within the Insurance – Overseas General segment write a variety of insurance
products including property, casualty, professional lines (D&O and E&O), marine, energy, aviation, political risk, specialty personal lines,
consumer lines products, and A&H (principally accident and supplemental health).
The Global Reinsurance segment represents ACE’s reinsurance operations comprising ACE Tempest Re Bermuda, ACE Tempest Re USA, ACE
Tempest Re Europe, and ACE Tempest Re Canada. These divisions provide a broad range of property catastrophe, casualty, and property
reinsurance coverages to a diverse array of primary P&C companies.
The Life Insurance and Reinsurance segment includes the operations of ACE Tempest Life Re (ACE Life Re) and ACE International Life. ACE
Life Re provides reinsurance coverage to other life insurance companies as well as marketing traditional life reinsurance products and services
for the individual life business. ACE International Life provides traditional life insurance protection, investments and savings products to
individuals in several countries including China, Egypt, Thailand, the United Arab Emirates, Vietnam, and various Latin American countries.
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Corporate and Other (Corporate) includes ACE Limited and ACE INA Holdings, Inc. and intercompany eliminations. In addition, Corporate
includes the Company’s proportionate share of Assured Guaranty Ltd.’s earnings reflected in Other (income) expense. Included in Losses and
loss expenses are losses incurred in connection with the commutation of ceded reinsurance contracts that resulted from a differential between the
consideration received from reinsurers and the related reduction of reinsurance recoverable, principally related to the time value of money. Due
to the Company’s initiatives to reduce reinsurance recoverable balances and thereby encourage such commutations, losses recognized in
connection with the commutation of ceded reinsurance contracts are generally not considered when assessing segment performance and
accordingly, are directly allocated to Corporate. Additionally, the Company does not consider the development of loss reserves related to the
September 11 tragedy in assessing segment performance as these loss reserves are managed by Corporate. As such, the effect of the related loss
reserve development on net income is reported within Corporate.
For segment reporting purposes, certain items have been presented in a different manner than in the consolidated financial statements. The
following tables summarize the operations by segment for the three months ended March 31, 2008 and 2007.
Statement of Operations by Segment
For the Three Months Ended March 31, 2008
(in millions of U.S. dollars)

Gross premiums written
Net premiums written
Net premiums earned
Losses and loss expenses
Life and annuity benefits
Policy acquisition costs
Administrative expenses
Underwriting income (loss)
Net investment income
Net realized gains (losses)
Interest expense
Other (income) expense
Income tax expense (benefit)
Net income (loss)

Insurance –

Insurance –

North
American

Overseas
General

$

$

2,181
1,360
1,354
869
—
161
135
189
269
(61)
—
—
123
274

$

$

1,778
1,345
1,223
593
—
245
173
212
117
(83)
—
(3)
47
202
21

Global
Reinsurance

$

$

345
344
263
117
—
54
15
77
73
(45)
—
—
4
101

Life Insurance

Corporate

and
Reinsurance

and
Other

$

$

105
105
100
—
63
8
13
16
15
(186)
—
—
(2)
(153)

$

$

—
—
—
—
—
—
39
(39)
15
22
46
18
(19)
(47)

ACE
Consolidated

$

$

4,409
3,154
2,940
1,579
63
468
375
455
489
(353)
46
15
153
377
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Statement of Operations by Segment
For the Three Months Ended March 31, 2007
(in millions of U.S. dollars)
Insurance –

Insurance –

North
American

Overseas
General

Life Insurance
Corporate

Gross premiums written
Net premiums written
Net premiums earned
Losses and loss expenses
Life and annuity benefits
Policy acquisition costs
Administrative expenses
Underwriting income (loss)
Net investment income
Net realized gains (losses)
Interest expense
Other (income) expense
Income tax expense (benefit)
Net income

$

$

2,269
1,514
1,539
1,111
—
116
133
179
241
37
—
9
128
320

$

$

1,659
1,192
1,112
564
—
224
162
162
104
(26)
—
3
40
197

Global
Reinsurance

$

478
476
343
185
—
66
17
75
66
6
—
1
7
139

$

and
Reinsurance

$

$

90
88
88
—
36
11
12
29
12
(4)
—
—
(2)
39

and Other

ACE
Consolidated

$

$

$

—
—
—
—
—
—
32
(32)
28
3
46
(9)
(44)
6

$

4,496
3,270
3,082
1,860
36
417
356
413
451
16
46
4
129
701

Underwriting assets are reviewed in total by management for purposes of decision making. The Company does not allocate assets to its
segments.
The following tables summarize the net premiums earned for each segment by product offering for the periods indicated.
Life, Accident
Property
& All Other

Three Months Ended March 31, 2008
Insurance – North American
Insurance – Overseas General
Global Reinsurance
Life Insurance and Reinsurance

$

$
Three Months Ended March 31, 2007
Insurance – North American
Insurance – Overseas General
Global Reinsurance
Life Insurance and Reinsurance

$

$
22

& Health
Casualty
(in millions of U.S. dollars)

299
450
125
—
874

$ 988
372
138
—
$ 1,498

$

288
402
163
—
853

$ 1,195
372
180
—
$ 1,747

$

$

$

ACE
Consolidated

67
401
—
100
568

$

56
338
—
88
482

$

$

$

1,354
1,223
263
100
2,940
1,539
1,112
343
88
3,082
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NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited)
9. Earnings per share
The following table sets forth the computation of basic and diluted earnings per share for the three months ended March 31, 2008 and 2007.
Three Months Ended
March 31
2008
2007
(in millions of U.S. dollars, except
share and per share data)

Numerator:
Net income
Dividends on Preferred Shares
Net income available to holders of Ordinary Shares
Denominator:
Denominator for basic earnings per share:
Weighted-average shares outstanding
Denominator for diluted earnings per share:
Share-based compensation plans
Adjusted weighted average shares outstanding and assumed
conversions
Basic earnings per share:
Earnings per share
Diluted earnings per share:
Earnings per share

$
$

377
(11)
366

$
$

701
(11)
690

327,004,051

324,079,146

4,031,290

4,818,859

331,035,341

328,898,005

$

1.12

$

2.13

$

1.10

$

2.10

Excluded from adjusted weighted average shares outstanding and assumed conversions is the impact of securities that would have been antidilutive during the respective periods. For the three months ended March 31, 2008 and 2007, the potential anti-dilutive share conversions were
344,150 and 266,796, respectively.
Dividends declared on Ordinary Shares amounted to $0.27 and $0.25 per Ordinary Share for the three months ended March 31, 2008 and 2007,
respectively.
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NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited)
10. Information provided in connection with outstanding debt of subsidiaries
The following tables present condensed consolidating financial information at March 31, 2008, and December 31, 2007, and for the three months
ended March 31, 2008 and 2007, for ACE Limited (the Parent Guarantor) and its “Subsidiary Issuer”, ACE INA Holdings, Inc. The Subsidiary
Issuer is an indirect wholly-owned subsidiary of the Parent Guarantor. Investments in subsidiaries are accounted for by the Parent Guarantor
under the equity method for purposes of the supplemental consolidating presentation. Earnings of subsidiaries are reflected in the Parent
Guarantor’s investment accounts and earnings. The Parent Guarantor fully and unconditionally guarantees certain of the debt of the Subsidiary
Issuer.
Condensed Consolidating Balance Sheet at March 31, 2008
(in millions of U.S. dollars)

Assets
Investments
Cash
Insurance and reinsurance balances
receivable
Reinsurance recoverable
Goodwill
Investments in subsidiaries
Other assets
Total assets
Liabilities
Unpaid losses and loss expenses
Unearned premiums
Future policy benefits for life and annuity
contracts
Due to subsidiaries and affiliates, net
Short-term debt
Long-term debt
Trust preferred securities
Other liabilities
Total liabilities
Total shareholders’ equity
Total liabilities and shareholders’ equity
(1)
(2)

ACE Limited

ACE INA
Holdings, Inc.

(Parent
Guarantor)

(Subsidiary
Issuer)

$

$
$

$

1,215
—
—
—
—
15,647
67
16,929
—
—
—
16
73
—
—
105
194
16,735
16,929

$

$
$

$

21,668
296
3,183
16,513
2,286
—
7,047
50,993
29,092
5,394
36
134
391
2,114
309
6,476
43,946
7,047
50,993

Includes all other subsidiaries of ACE Limited and intercompany eliminations.
Includes ACE Limited parent company eliminations.
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Other ACE
Limited
Subsidiaries and

Consolidating
ACE Limited
Adjustments

Eliminations (1)

$

$
$

$

(2)

Consolidated

20,347
288

$

565
(2,544)
477
—
2,584
21,717

—
—
—
(15,647)
—
$ (15,720)

$

$

$

8,090
1,259
596
(134)
950
—
—
2,372
13,133
8,584
21,717

—
(73)

—
—

—
(16)
(73)
—
—
—
(89)
(15,631)
$ (15,720)

$

$

43,230
511
3,748
13,969
2,763
—
9,698
73,919
37,182
6,653
632
—
1,341
2,114
309
8,953
57,184
16,735
73,919
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NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited)
Condensed Consolidating Balance Sheet at December 31, 2007
(in millions of U.S. dollars)

ACE Limited
(Parent
Guarantor)

Assets
Investments
Cash
Insurance and reinsurance balances
receivable
Reinsurance recoverable
Goodwill
Investments in subsidiaries
Due from (to) subsidiaries and affiliates, net
Other assets
Total assets
Liabilities
Unpaid losses and loss expenses
Unearned premiums
Future policy benefits for life and annuity
contracts
Short-term debt
Long-term debt
Trust preferred securities
Other liabilities
Total liabilities
Total shareholders’ equity
Total liabilities and shareholders’ equity
(1)
(2)

$

$
$

$

62
—
—
—
—
16,669
174
14
16,919
—
—
—
51
—
—
191
242
16,677
16,919

ACE INA
Holdings, Inc.
(Subsidiary
Issuer)

$

$
$

$

20,671
310
2,961
16,742
2,254
—
45
6,346
49,329
28,984
4,930
—
87
1,811
309
6,199
42,320
7,009
49,329

Includes all other subsidiaries of ACE Limited and intercompany eliminations.
Includes ACE Limited parent company eliminations.
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Other ACE
Limited
Subsidiaries and

Consolidating
ACE Limited
Adjustments

Eliminations (1)

$

$
$

$

(2)

Consolidated

21,046
251

$

579
(2,380)
477
—
(45)
2,808
22,736

—
—
—
(16,669)
(174)
—
$ (16,894)

$

$

$

8,128
1,297
545
285
—
—
2,647
12,902
9,834
22,736

—
(51)

—
—

—
(51)
—
—
—
(51)
(16,843)
$ (16,894)

$

$

41,779
510
3,540
14,362
2,731
—
—
9,168
72,090
37,112
6,227
545
372
1,811
309
9,037
55,413
16,677
72,090
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(Unaudited)
Condensed Consolidating Statement of Operations
For the Three Months Ended March 31, 2008
(in millions of U.S. dollars)

ACE Limited

ACE INA
Holdings, Inc.

(Parent
Guarantor)

Net premiums written
Net premiums earned
Net investment income
Equity in earnings of subsidiaries
Net realized gains (losses)
Losses and loss expenses
Life and annuity benefits
Policy acquisition costs and administrative
expenses
Interest expense
Other (income) expense
Income tax expense (benefit)
Net income

$

—
—
(2)
375
25
—
—
26
(4)
(2)
1
377

$

(Subsidiary
Issuer)

$

$

1,943
1,709
235
—
(94)
1,014
14
526
45
(6)
105
152

Other ACE
Limited
Subsidiaries

Consolidating

and
Eliminations

Adjustments

(1)

(2)

$

1,211
1,231
256
—
(284)
565
49
295
3
23
47
221

$

ACE Limited

$

$

Consolidated

—
—
—
(375)
—
—
—
(4)
2
—
—
(373)

$

$

3,154
2,940
489
—
(353)
1,579
63
843
46
15
153
377

Condensed Consolidating Statement of Operations
For the Three Months Ended March 31, 2007
(in millions of U.S. dollars)

ACE Limited

ACE INA
Holdings, Inc.

(Parent
Guarantor)

Net premiums written
Net premiums earned
Net investment income
Equity in earnings of subsidiaries
Net realized gains (losses)
Losses and loss expenses
Life and annuity benefits
Policy acquisition costs and administrative
expenses
Interest expense
Other (income) expense
Income tax expense (benefit)
Net income
(1)
(2)

$

$

—
—

(Subsidiary
Issuer)

$

8
722
1
—
—

1,957
1,774
223
—
(4)
1,204
9

24
1
4
1
701

423
40
2
115
200

$

Includes all other subsidiaries of ACE Limited and intercompany eliminations.
Includes ACE Limited parent company eliminations.
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Other ACE
Limited
Subsidiaries

Consolidating

and
Eliminations

Adjustments

(1)

(2)

$

$

1,313
1,308
220
—
19
656
27
333
1
(2)
13
519

ACE Limited

$

$

—
—
—
(722)
—
—
—
(7)
4
—
—
(719)

Consolidated

$

$

3,270
3,082
451
—
16
1,860
36
773
46
4
129
701
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(Unaudited)
Condensed Consolidating Statement of Cash Flows
For the Three Months Ended March 31, 2008
(in millions of U.S. dollars)

Net cash flows from (used for) operating activities
Cash flows used for investing activities
Purchases of fixed maturities available for sale
Purchases of fixed maturities held to maturity
Purchases of equity securities
Sales of fixed maturities available for sale
Sales of equity securities
Maturities and redemptions of fixed maturities
available for sale
Maturities and redemptions of fixed maturities
held to maturity
Net proceeds from (payments made on) the
settlement of investment derivatives
Advances (to) from affiliates
Other
Net cash flows from used for investing activities
Cash flows from (used for) financing activities
Dividends paid on Ordinary Shares
Dividends paid on Preferred Shares
Net proceeds from (repayment of) short- term
debt
Net proceeds from issuance of long-term debt
Proceeds from exercise of options for Ordinary
Shares
Proceeds from Ordinary Shares issued under
ESPP
Advances (to) from affiliates
Net cash flows from (used for) financing
activities
Effect of foreign currency rate changes on cash
and cash equivalents
Net increase (decrease) in cash
Cash – beginning of period
Cash – end of period
(1)

ACE Limited

ACE INA
Holdings, Inc.

(Parent
Guarantor)

(Subsidiary
Issuer)

$

975

$

(1,161)
—
—
—
—

ACE Limited

Eliminations (1)

Consolidated

$

$

(4,849)
(47)
(136)
3,252
141

(493)
(8,274)
(12)
(106)
8,073
73

1,015
(14,284)
(59)
(242)
11,325
214

—

432

409

841

—

79

48

127

6
200
(1)
(956)

—
—
(33)
(1,161)

(5)
(200)
(146)
(140)

(89)
(11)

—
—

—
—

(89)
(11)

22
—

300
300

643
—

965
300

54

—

—

54

5

—

—

$

533

Other ACE
Limited
Subsidiaries and

2

1
—
(180)
(2,257)

—
(2)

—

5

(19)

602

641

1,224

—
—
—
—

12
(14)
310
296

7
15
200
215

19
1
510
511

Includes all other subsidiaries of ACE Limited and intercompany eliminations.
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(Unaudited)
Condensed Consolidating Statement of Cash Flows
For the Three Months Ended March 31, 2007
(in millions of U.S. dollars)

Net cash flows from (used for) operating activities
Cash flows from (used for) investing activities
Purchases of fixed maturities available for sale
Purchases of fixed maturities held to maturity
Purchases of equity securities
Sales of fixed maturities available for sale
Sales of equity securities
Maturities and redemptions of fixed maturities
available for sale
Maturities and redemptions of fixed maturities held
to maturity
Net proceeds from (payments made on) the
settlement of investment derivatives
Advances (to) from affiliates
Other
Net cash flows from (used for) investing activities
Cash flows from (used for) financing activities
Dividends paid on Ordinary Shares
Dividends paid on Preferred Shares
Net proceeds from issuance of long-term debt
Proceeds from exercise of options for Ordinary
Shares
Proceeds from Ordinary Shares issued under ESPP
Advances (to) from affiliates
Net cash flows from (used for) financing activities
Effect of foreign currency rate changes on cash and
cash equivalents
Net (decrease) increase in cash
Cash – beginning of period
Cash – end of period
(1)

ACE Limited

ACE INA
Holdings, Inc.

(Parent
Guarantor)

(Subsidiary
Issuer)

$

(26)

$

(552)
—
—
—
—

$

ACE Limited

Eliminations (1)

Consolidated

$

$

(4,801)
(112)
(111)
3,666
95

498
(5,600)
—
(70)
4,868
63

1,236
(10,953)
(112)
(181)
8,534
158

—

572

372

944

—

67

27

94

2
646
(5)
91

—
—
(5)
(629)

(9)
(646)
(57)
(1,052)

(81)
(11)
—

—
—
500

—
—
—

(81)
(11)
500

12
4
—
(76)

—
—
(495)
5

—
—
495
495

12
4
—
424

—
(11)
13
2

3
143
213
356

1
(58)
339
281

4
74
565
639

Includes all other subsidiaries of ACE Limited and intercompany eliminations.
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Other ACE
Limited
Subsidiaries and

$

$

(7)
—
(67)
(1,590)

$
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(Unaudited)
11. Subsequent events
a) Purchase of Combined Insurance Company of America
On April 1, 2008, the Company announced the completion of the acquisition of all of the outstanding shares of Combined and certain of its
subsidiaries from AON Corporation for $2.56 billion. In accordance with the purchase agreement, the purchase price reflects, on a dollar-fordollar basis, an increase in Combined’s net worth that occurred between the signing and the closing of the transaction.
b) Debt
On April 1, 2008, ACE INA entered into a $450 million floating interest rate syndicated term loan agreement due April 2013. The floating
interest rate is based on LIBOR plus 0.65 percent. Simultaneously, the Company entered into a $450 million swap transaction that has the
economic effect of fixing the interest rate at 4.15% for the term of the loan. The swap counterparty is a highly-rated financial institution and the
Company does not anticipate non-performance. The loan is unsecured and repayable on maturity. The terms are substantially similar to those in
other ACE Group credit facilities and contain customary limitations on lien provisions as well as customary events of default provisions which,
if breached, could result in the accelerated maturity of such debt. The obligation of the borrower under the loan agreement is guaranteed by ACE
Limited.
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ITEM 2.

Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following is a discussion of our results of operations, financial condition, and liquidity and capital resources as of and for the quarter ended
March 31, 2008. Our results of operations and cash flows for any interim period are not necessarily indicative of our results for the full year.
This discussion should be read in conjunction with our Consolidated Financial Statements and related notes and our Management’s Discussion
and Analysis of Financial Condition and Results of Operations included in our Annual Report on Form 10-K for the year ended December 31,
2007.
The Private Securities Litigation Reform Act of 1995 provides a “safe harbor” for forward-looking statements. Any written or oral statements
made by us or on our behalf may include forward-looking statements that reflect our current views with respect to future events and financial
performance. These forward-looking statements are subject to certain risks, uncertainties and other factors that could, should potential events
occur, cause actual results to differ materially from such statements. These risks, uncertainties, and other factors (which are described in more
detail elsewhere herein and in other documents we file with the Securities and Exchange Commission (SEC)) include but are not limited to:
•

losses arising out of natural or man-made catastrophes such as hurricanes, typhoons, earthquakes, floods or terrorism which could be
affected by:
•

the number of insureds and ceding companies affected,

•

the amount and timing of losses actually incurred and reported by insureds,

•

the impact of these losses on our reinsurers, and the amount and timing of reinsurance recoverables actually received,

•

the cost of building materials and labor to reconstruct properties following a catastrophic event, and

•

complex coverage and regulatory issues such as whether losses occurred from storm surge or flooding and related lawsuits;

•

actions that rating agencies may take from time to time, such as changes in our claims-paying ability, financial strength or credit
ratings or placing these ratings on credit watch negative or the equivalent;

•

global political conditions, the occurrence of any terrorist attacks, including any nuclear, radiological, biological or chemical events, or
the outbreak and effects of war, and possible business disruption or economic contraction that may result from such events;

•

the ability to collect reinsurance recoverables, credit developments of reinsurers, and any delays with respect thereto and changes in
the cost, quality, or availability of reinsurance;

•

the occurrence of catastrophic events or other insured or reinsured events with a frequency or severity exceeding our estimates;

•

actual loss experience from insured or reinsured events and the timing of claim payments;

•

the uncertainties of the loss-reserving and claims-settlement processes, including the difficulties associated with assessing
environmental damage and asbestos-related latent injuries, the impact of aggregate-policy-coverage limits, and the impact of
bankruptcy protection sought by various asbestos producers and other related businesses and the timing of loss payments;

•

judicial decisions and rulings, new theories of liability, legal tactics, and settlement terms;

•

the effects of public company bankruptcies and/or accounting restatements, as well as disclosures by and investigations of public
companies relating to possible accounting irregularities, and other corporate governance issues, including the effects of such events on:
•

the capital markets;

•

the markets for directors and officers and errors and omissions insurance; and
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•

claims and litigation arising out of such disclosures or practices by other companies;

•

uncertainties relating to governmental, legislative and regulatory policies, developments, actions, investigations and treaties, which,
among other things, could subject us to insurance regulation or taxation in additional jurisdictions or affect our current operations;

•

the actual amount of new and renewal business, market acceptance of our products, and risks associated with the introduction of new
products and services and entering new markets, including regulatory constraints on exit strategies;

•

the competitive environment in which we operate, including trends in pricing or in policy terms and conditions, which may differ from
our projections and changes in market conditions that could render our business strategies ineffective or obsolete;

•

Combined Insurance Company of America (Combined) and its subsidiaries, or any other acquisitions made by us, performing
differently than expected by ACE Limited (ACE) or the failure to realize anticipated expense-related efficiencies from ACE’s April
2008 acquisition of Combined or any other such acquisition;

•

developments in global financial markets, including changes in interest rates, stock markets, and other financial markets, and foreign
currency exchange rate fluctuations, which could affect our statement of operations, investment portfolio, and financing plans;

•

risks associated with our proposed re-domestication to Switzerland, including anticipated reduced flexibility with respect to certain
aspects of capital management, the potential for additional regulatory burdens, and the potential that we will not remain on stock
indices of which we are currently a part;

•

the potential impact from government-mandated insurance coverage for acts of terrorism;

•

the availability of borrowings and letters of credit under our credit facilities;

•

changes in the distribution or placement of risks due to increased consolidation of insurance and reinsurance brokers;

•

material differences between actual and expected assessments for guaranty funds and mandatory pooling arrangements;

•

the effects of investigations into market practices in the property and casualty industry;

•

changing rates of inflation and other economic conditions;

•

the amount of dividends received from subsidiaries;

•

loss of the services of any of our executive officers without suitable replacements being recruited in a reasonable time frame;

•

the ability of our technology resources to perform as anticipated; and

•

management’s response to these factors and actual events (including, but not limited to, those described above).

The words “believe”, “anticipate”, “estimate”, “project”, “should”, “plan”, “expect”, “intend”, “hope”, “will likely result” or “will
continue”, and variations thereof and similar expressions, identify forward-looking statements. You are cautioned not to place undue reliance on
these forward-looking statements, which speak only as of their dates. We undertake no obligation to publicly update or review any forwardlooking statements, whether as a result of new information, future events or otherwise.
Overview
ACE is a Bermuda-based holding company incorporated with limited liability under the Cayman Islands Companies Law. ACE and its direct and
indirect subsidiaries are a global property and casualty (P&C) insurance and reinsurance organization, servicing the insurance needs of
commercial and individual customers in more than
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140 countries and jurisdictions. Our product and geographic diversification differentiates us from the vast majority of our competitors and has
been a source of stability during periods of industry volatility. Our long-term business strategy focuses on sustained growth in book value
achieved through a combination of underwriting and investment income. By doing so, we provide value to our clients and shareholders through
the utilization of our substantial capital base in the insurance and reinsurance markets.
On March 19, 2008, we announced that our Board of Directors approved a proposal for a re-domestication to move ACE’s place of incorporation
from the Cayman Islands to Zurich, Switzerland. We have chosen to re-domesticate ACE to Switzerland because we believe it will provide an
improved corporate structure and an excellent location for further growth and expansion of our Company. We believe that this change in our
corporate residency will provide us with better strategic flexibility, a solid legal and regulatory environment, and improved ability to manage our
capital and our businesses. The re-domestication proposal is subject to approval by our shareholders and certain regulatory approvals. If
approved, we expect the re-domestication to be effective in July 2008. We do not expect the re-domestication to have a material impact on the
way ACE operates or on our financial condition or results of operations.
On April 1, 2008, we announced that we had completed the acquisition of all of the outstanding shares of Combined and certain of its
subsidiaries from AON Corporation for $2.56 billion. In accordance with the purchase agreement, the purchase price reflects, on a dollar-fordollar basis, an increase in Combined’s net worth that occurred between the signing and the closing of the transaction. In connection with this
transaction, we issued $300 million of public debt, entered into a $450 million term loan agreement and executed reverse repurchase agreements
of $1 billion (refer to “Capital Resources” for more information). Combined, which was founded in 1919 and headquartered in Glenview,
Illinois, is a leading underwriter and distributor of specialty individual accident and supplemental health insurance products that are targeted to
middle income consumers in the U.S., Europe, Canada, and Asia Pacific. Combined serves more than four million policyholders worldwide. We
believe that this acquisition adds balance and capability to our existing accident and health (A&H) business while almost doubling our A&H
franchise and providing significant long-term growth opportunities. Our A&H operations have represented an increasing portion of our business
in recent years. Within the A&H operations (including post Combined acquisition), our primary business is personal accident. We are not in the
primary health care business. Our products include, but are not limited to, accidental death, accidental disability, supplemental medical, hospital
indemnity, and income protection coverages. With respect to the supplemental medical and hospital indemnity, we typically pay fixed amounts
and are therefore insulated from rising health care costs.
Market Conditions
The P&C industry is currently in a period of excess underwriting capacity, as defined by availability of capital and, as a result, prices are
declining globally across all lines and territories, with little exception. Rates on financial institution business increased modestly, but this was the
exception in the E&O and D&O market. The rate of decline is accelerating and in many classes the rate of decrease during March and April, was
higher than was the case in January. Overall, the market continues to become more competitive despite the increased risks presented by the
specters of a global slowdown, a U.S. recession, and inflation. We are focused on holding our renewal business and writing less new business –
we will continue to drive for growth in those areas we believe will provide an adequate rate of return while curtailing or eliminating other areas.
The decline in our net premiums written in the quarter ended March 31, 2008, compared with the prior year quarter, reflects this strategy.
Partially offsetting this decrease was the growth of our international operations which benefited from a weaker U.S. dollar and growth in A&H
as well as specialty P&C lines. As we have stated previously, we believe our global platform affords us opportunities for growth not available to
smaller or less diversified insurance companies, particularly in this difficult environment. We are maintaining discipline in our global
reinsurance business where we reported a significant decline in business due to both competition and increased net retentions on the part of
cedents who reinsure to us. Generally speaking, U.S., London, and Bermuda-based wholesale insurance continues to be more competitive than
retail, though competition in most areas of retail has become
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fierce. The quarter ended March 31, 2008, was marked by unprecedented financial market volatility in both credit and equity markets. This
resulted in a significant mark-to-market impact on our invested assets and our variable annuity reinsurance business. Refer to “Fair Value
Measurements”, “Net Realized Gains (Losses)”, and “Investments”.
Refer to “Overview” in our “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included under Item 7 of
our Annual Report on Form 10-K for the year ended December 31, 2007 (2007 Form 10-K).
Fair Value Measurements
We adopted the provisions of Financial Accounting Standard No. 157 (FAS 157) on January 1, 2008. FAS 157 defines fair value as the price to
sell an asset or transfer a liability in an orderly transaction between market participants and establishes a three-level valuation hierarchy in which
inputs into valuation techniques used to measure fair value are classified. The fair value hierarchy gives the highest priority to quoted prices in
active markets and the lowest priority to unobservable data. Inputs in Level 1 are unadjusted quoted prices for identical assets or liabilities in
active markets. Level 2 includes inputs other than quoted prices included within Level 1 that are observable for assets or liabilities either directly
or indirectly. Level 2 inputs include, among other items, quoted prices for similar assets and liabilities in active markets, quoted prices for
identical or similar assets and liabilities in markets that are not active, and inputs other than quoted prices that are observable for the asset or
liability such as interest rates and yield curves. Level 3 inputs are unobservable and reflect our judgments about assumptions that market
participants would use in pricing an asset or liability. A financial instrument’s categorization within the valuation hierarchy is based upon the
lowest level of input that is significant to the fair value measurement.
At March 31, 2008, our Level 3 assets represented approximately four percent of our assets measured at fair value, and two percent of our total
assets. Our Level 3 liabilities represented approximately 98 percent of our liabilities measured at fair value, and less than one percent of our total
liabilities, at March 31, 2008. During the quarter ended March 31, 2008, we transferred $11 million out of Level 3. The following is a
description of the valuation measurements used for our financial instruments (Levels 1, 2, and 3) carried or disclosed at fair value, as well as the
general classification of such financial instruments pursuant to the valuation hierarchy.
•

Fixed maturities with active markets such as U.S. Treasury and agency securities are classified within Level 1, as fair values are based
on quoted market prices. For fixed maturities that trade in less active markets, including corporate and municipal securities, fair values
are based on the output of “pricing matrix models”, the significant inputs into which include, but are not limited to, yield curves, credit
risks and spreads, measures of volatility, and prepayment speeds. These fixed maturities are classified within Level 2. Our pricing
incorporates back-testing of valuation techniques as a standard part of the process. Fixed maturities for which pricing is unobservable
are classified within Level 3.

•

Equity securities with active markets are classified within Level 1 as fair values are based on quoted market prices. For nonpublic
equity securities, fair values are based on market valuations and are classified within Level 2.

•

Short-term investments, which comprise securities due to mature within one year of the date of purchase, that are traded in active
markets and are classified within Level 1 as fair values are based on quoted market prices. Securities such as commercial paper and
discount notes are classified within Level 2 because these securities are typically not actively traded due to their approaching maturity
and, as such, their cost approximating par value.

•

Fair values for other investments, principally other direct equity investments, investment funds, and limited partnerships, are based on
the net asset value or financial statements and are included within Level 3. Equity securities and fixed maturities held in rabbi trusts
maintained by ACE for deferred compensation plans, and included in Other investments, are classified within the valuation hierarchy
on the same basis as our other equity securities and fixed maturities.
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•

For actively traded investment derivative instruments, including futures, options, and exchange-traded forward contracts, we obtain
quoted market prices to determine fair value. As such, these instruments are included within Level 1. Forward contracts that are not
exchange-traded are priced using a pricing matrix model principally employing observable inputs and, as such, are classified within
Level 2. For interest rate and credit default swaps, significant unobservable inputs are used, therefore these are classified within Level
3.

•

We maintain positions in other derivative instruments including option contracts designed to limit exposure to a severe equity market
decline, which would cause an increase in expected claims and, therefore, reserves for guaranteed minimum death benefits (GMDB)
and guaranteed minimum income benefits (GMIB) reinsurance business. The fair value of the majority of our positions in other
investment derivatives is based on significant observable inputs including equity security and interest rate indices. Accordingly, these
are classified within Level 2. Our position in credit default swaps is typically included within Level 3.

•

For GMIB reinsurance, we estimate fair value using an internal valuation model which includes the use of management estimates and
current market information. The cumulative effect of adopting FAS 157 resulted in a reduction to retained earnings of $4 million
related to an increase in risk margins included in the valuation of certain GMIB contracts. The fair value depends on a number of
inputs, including changes in interest rates, changes in equity markets, changes in market volatility, changes in policyholder behavior,
and changes in policyholder mortality. The model and related assumptions are continuously re-evaluated by management and
enhanced, as appropriate, based upon improvements in modeling techniques and availability of more timely market information, such
as market conditions and demographics of in-force annuities. The two most significant policyholder behavior assumptions include
lapse rates and annuitization rates using the guaranteed benefit (GMIB annuitization rate). A lapse rate is the percentage of in-force
policies surrendered in a given calendar year. All else equal, as lapse rates increase, ultimate claim payments will decrease. The GMIB
annuitization rate is the percentage of policies for which the customer will elect to annuitize using the guaranteed benefit provided
under the GMIB. All else equal, as GMIB annuitization rates increase, ultimate claim payments will increase, subject to treaty claim
limits. Assumptions regarding lapse rates and GMIB annuitization rates differ by treaty but the underlying methodology to determine
rates applied to each treaty is comparable. The assumptions regarding lapse and GMIB annuitization rates determined for each treaty
are based on a dynamic calculation that uses several underlying factors. The effect of changes in key market factors on assumed lapse
and annuitization rates is principally based on historical experience for variable annuity contracts as well as considerable judgment,
particularly for newer benefits with limited historical experience. We view our variable annuity reinsurance business as having a
similar risk profile to that of catastrophe reinsurance, with the probability of a cumulative long-term economic net loss relatively small.
However, in the short run, adverse changes in market factors will have an adverse impact on both life underwriting income and our net
income, which may be material. Refer to the “Critical Accounting Estimates – Guaranteed minimum income benefits derivatives” and
“Quantitative and Qualitative Disclosures about Market Risk – Reinsurance of GMIB and GMDB guarantees” in our 2007 Form 10-K.

Our net income is directly impacted by changes in the reserves calculated in connection with the reinsurance of variable annuity guarantees,
primarily GMDB and GMIB. These reserves are calculated in accordance with AICPA Statement of Position 03-1, Accounting and Reporting by
Insurance Enterprises for Certain Non-traditional Long-duration Contracts and for Separate Accounts (SOP 03-1). Changes in these reserves
are reflected as life and annuity benefit expense, which is included in life underwriting income. In addition, our net income is directly impacted
by the change in the fair value of the GMIB liability, which is classified as a derivative according to Statement of Financial Accounting Standard
No. 133, Accounting for Derivative Instruments and Hedging Activities (FAS 133). The fair value liability established for a GMIB reinsurance
contract represents the difference between the fair value of the contract and the SOP 03-1 reserves. Changes in the fair value of the GMIB
liability, net of associated changes in the calculated SOP 03-1 reserve, are reflected as realized gains or losses.
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During the quarter ended March 31, 2008, we recorded $205 million in net realized losses in connection with an increase in reported liabilities
on GMIB reinsurance resulting from adverse market conditions, including a reduction in long-term interest rates, and an increase in implied
volatility for both equities and interest rates. The liability for GMIB arises from our reinsurance programs covering living benefit guarantees
whereby we assume the risk of GMIBs associated with variable annuity contracts.
The SOP 03-1 reserve and fair value liability calculations are directly affected by market factors, the most significant of which are equity levels,
interest rate levels, and implied equity volatilities. The table below shows the sensitivity, as of March 31, 2008, of the SOP 03-1 reserves and fair
value liability associated with the variable annuity guarantee reinsurance portfolio. Note that the change in the fair value liability includes
offsetting changes in the fair value of specific derivative instruments held to partially offset the risk in the variable annuity guarantee reinsurance
portfolio. These derivatives do not receive hedge accounting treatment.
Impact of 100 bp
10% Worldwide
Equity Decrease

Increase in SOP 03-1 reserves / Reduction in Life underwriting
income
Increase in fair value liability, net
Reduction in net income

$
$

27
112
139

Decrease in
Interest Rates
(in millions of U.S. dollars)

$
$

16
194
210

Long-term
Equity Implied
Volatility Up 2%

$
$

—
39
39

The table above demonstrates, for example, that a 10 percent decrease in worldwide equities would reduce our life underwriting income by $27
million and cause a net realized loss of $112 million, for a total reduction in net income of $139 million. The sensitivity of the liabilities to
market risks will change over time and these changes could be significant. Factors affecting the sensitivities include changes in account values
and guaranteed values of the variable annuity policies reinsured; receipt of reinsurance premium and payment of reinsurance claims;
policyholder deaths, lapses, withdrawals, and asset reallocation; the addition of new reinsurance treaties; changes in equity and interest rate
levels and volatility; model changes and improvements; and the passage of time.
Note 3 to our Consolidated Financial Statements presents a break-down of our financial instruments carried or disclosed at fair value by
valuation hierarchy as well as a roll-forward of Level 3 financial instruments for the quarter ended March 31, 2008.
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Mortgage-backed and Asset-backed Securities
Our sub-prime portfolio represented less than one percent of our investment portfolio at March 31, 2008, and we hold no collateralized debt
obligations or collateralized loan obligations. Additional details on the mortgage-backed and asset-backed components of our investment
portfolio at March 31, 2008, are provided below:
Mortgage-backed and Asset-backed Securities
Market Value
(in millions of U.S. dollars)
S&P Credit Rating
AAA

AA

Mortgage-backed securities
Residential mortgage-backed (RMBS)
GNMA

A

—
$

477

$

FNMA

BBB

—
$

BB
and below

—
$

$

—

—

—

—

—

—

—

—

—

10
10
3
$13

2
2
9
$11

11
11
3
$14

$ 2
—

$ 7

$

5,164
Freddie Mac

Non-agency RMBS
Total RMBS
Commercial mortgage-backed
Total mortgage-backed securities
Asset-backed securities
Sub-prime

7,800
2,851
10,651
2,398
$13,049

$

477
5,164

—

2,159

$

—
—
—
—
—

7,800
2,874
10,674
2,413
$13,087

$

—

$

—
$

124

Credit Cards
61

17

8
—

Autos
596

32
—

Other
Total asset-backed securities

—
—

2,159
Total agency RMBS

Total

202
983

$

$34

8

133

—

86

—

636

—
—

205
$ 1,060

—
3
$35

$ 8

$

Mortgage-backed and Asset-backed Securities
Book Value
(in millions of U.S. dollars)
S&P Credit Rating
AAA

AA

Mortgage-backed securities
Residential mortgage-backed (RMBS)
GNMA

A

—
$

466

FNMA

$

BBB

—
$

BB
and below

—
$

$

—

—

—

—

—

—

—

—

—

7,612
3,029
10,641
2,407
$13,048

11
11
3
$14

2
2
10
$12

11
11
3
$14

$

$ 2

$ 8

$

5,043
Freddie Mac

Non-agency RMBS
Total RMBS
Commercial mortgage-backed
Total mortgage-backed securities
Asset-backed securities
Sub-prime
Credit Cards

—

$

466

—

5,043

—

2,103

$

—
—
—
—
—

7,612
3,053
10,665
2,423
$13,088

$

—

$

2,103
Total agency RMBS

Total

—
137

—

147

60

17

Autos
591
Other
Total asset-backed securities

$
36

201
989

32
—
$34

8
—

7

—

85

—

630

—
—

204
$ 1,066

—
3
$35

$ 8

$
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Consolidated Operating Results – Three Months Ended March 31, 2008 and 2007
Three Months Ended March 31
2008
2007
(in millions of U.S. dollars)

Net premiums written
Net premiums earned
Net investment income
Net realized gains (losses)
Total revenues
Losses and loss expenses
Life and annuity benefits
Policy acquisition costs
Administrative expenses
Interest expense
Other (income) expense
Total expenses
Income before income tax
Income tax expense
Net income

$

$

3,154
2,940
489
(353)
3,076
1,579
63
468
375
46
15
2,546
530
153
377

$

$

3,270
3,082
451
16
3,549
1,860
36
417
356
46
4
2,719
830
129
701

Net premiums written, which reflect the premiums we retain after purchasing reinsurance protection, decreased four percent in the quarter ended
March 31, 2008, compared with the prior year quarter. We have continued to experience competitive conditions, particularly in our Global
Reinsurance segment, offset by a favorable foreign exchange impact and growth in our international A&H business. Market conditions vary by
line of business and geographic territory. Additionally, the prior year quarter benefited from a one-time large assumed loss portfolio transfer
which produced approximately $168 million of net premiums written and earned. Net premiums written in the quarter ended March 31, 2008,
also include $109 million in new business from ACE Private Risk Services, our newly acquired underwriting unit that provides personal lines
coverages (homeowners, automobile) for high net worth clients.
The following table provides a consolidated breakdown of net premiums earned by line of business for the periods indicated.
Three Months Ended March 31
% of

% of
2008

Property and all other
Casualty
Personal accident (A&H)
Total P&C
Life
Net premiums earned

$ 874
1,498
468
2,840
100
$2,940

total
2007
(in millions of U.S. dollars except
for percentages)

30%
51%
16%
97%
3%
100%

$ 853
1,747
394
2,994
88
$3,082

total

27%
57%
13%
97%
3%
100%

Net premiums earned reflect the portion of net premiums written that were recorded as revenues for the period as the exposure period expires.
Net premiums earned decreased five percent in the quarter ended March 31, 2008, compared with the prior year quarter. The prior year quarter
included $168 million in net premiums earned relating to a one-time large assumed loss portfolio transfer (included under casualty in the prior
year quarter). As noted above, our A&H business continues to report growth.
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Net investment income increased eight percent in the quarter ended March 31, 2008, compared with the prior year quarter. This increase was
primarily due to the investment of positive operating cash flows which have resulted in a higher overall average invested asset base.
In evaluating our P&C business, we use the combined ratio, the loss and loss expense ratio, the policy acquisition cost ratio, and the
administrative expense ratio. We calculate these ratios by dividing the respective expense amounts by net premiums earned. We do not calculate
these ratios for the life business as we do not use these measures to monitor or manage that business. The combined ratio is determined by
adding the loss and loss expense ratio, the policy acquisition cost ratio, and the administrative expense ratio. A combined ratio under 100 percent
indicates underwriting income and a combined ratio exceeding 100 percent indicates underwriting losses.
The following table shows our consolidated loss and loss expense ratio, policy acquisition ratio, administrative expense ratio, and combined ratio
for the periods indicated.
Three Months Ended March 31
2008
2007

Loss and loss expense ratio
Policy acquisition cost ratio
Administrative expense ratio
Combined ratio

55.6%
16.2%
12.8%
84.6%

62.1%
13.5%
11.5%
87.1%

The following table shows the impact of catastrophe losses, prior period development, and other significant events on our loss and loss expense
ratio for the periods indicated.
Three Months Ended March 31
2008
2007

Loss and loss expense ratio, as reported
Catastrophe losses
Prior period development excluding crop/hail results
Prior period development crop/hail related
Large assumed loss portfolio transfer
Loss and loss expense ratio, adjusted

55.6%
(1.1)%
2.7%
3.7%
—
60.9%

62.1%
(1.2)%
0.6%
—
(2.1)%
59.4%

We recorded $31 million in net catastrophe losses in the quarter ended March 31, 2008, compared with $34 million in the prior year quarter. For
the quarter ended March 31, 2008, our catastrophe losses were primarily related to tornadoes in the U.S.
Prior period development arises from changes to loss estimates recognized in the current year that relate to loss reserves first reported in previous
calendar years and excludes the effect of losses from the development of earned premium from previous accident years. We experienced $181
million and $18 million of net favorable prior period development in the quarters ended March 31, 2008 and 2007, respectively. The favorable
prior period development was the net result of several underlying favorable and adverse movements. Our loss and loss expense ratio was
positively impacted by the final settlement of 2007 crop year results for ACE Westchester, which reduced our loss and loss expense ratio by
approximately four percentage points in the quarter ended March 31, 2008. With respect to ACE Westchester’s heavily ceded crop/hail business,
during the first quarter of each year, the previous crop year is settled based on actual experience. The settlement for the quarter ended March 31,
2008, reduced our losses and loss expenses by approximately $105 million (included in the $181 million above), and as discussed below, gave
rise to $44 million in profit share commission resulting in a net benefit to income of approximately $61 million. Refer to “Prior Period
Development” for more information. The prior year quarter was negatively impacted by the large assumed loss portfolio transfer which was
written at a
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higher loss ratio compared with other types of business. This contract added approximately two percentage points to the prior year quarter loss
and loss expense ratio. The adjusted loss and loss expense ratio has increased from the prior year quarter due primarily to competitive market
conditions.
Our policy acquisition costs include commissions, premium taxes, underwriting, and other costs that vary with, and are primarily related to, the
production of premium. Administrative expenses include all other operating costs. Our policy acquisition cost ratio increased significantly in the
quarter ended March 31, 2008, compared with the prior year quarter. The increase was related to higher acquisition costs on ACE Westchester’s
crop/hail business, reflecting more profitable crop/hail results on final settlement. This required a higher profit share commission which added
approximately one percentage point to our policy acquisition cost ratio in the quarter ended March 31, 2008. Additionally, ACE USA
experienced higher net commission costs on several lines of business. Our administrative expenses increased in the quarter ended March 31,
2008, compared with the prior year quarter, primarily due to an adverse foreign exchange impact in our ACE International operations and the
decrease in net premiums earned. We continue to focus on reducing expenses where possible.
Our effective income tax rate, which we calculate as income tax expense divided by income before income tax, is dependent upon the mix of
earnings from different jurisdictions with various tax rates. A change in the geographic mix of earnings would change the effective income tax
rate. Our effective tax rate on net income was 29 percent and 15 percent in the quarters ended March 31, 2008 and 2007, respectively. The
current quarter was impacted by large realized losses on investments and derivatives. The prior year quarter benefited from a decrease in our
liability for unrecognized tax benefits and also experienced a higher proportion of net income earned in lower-tax paying jurisdictions.
Prior Period Development
The favorable prior period development of $181 million and $18 million during the quarters ended March 31, 2008 and 2007, respectively, was
the net result of several underlying favorable and adverse movements. For the current quarter, the favorable prior period development included
$105 million related to the final 2007 crop year settlement. The actual impact on pre-tax underwriting income in the current quarter from the
favorable development on the crop/hail portfolio was less than the loss amount of $105 million due to profit commissions of approximately $44
million on the change in recorded favorable loss experience. In the sections following the table below, significant prior period movements within
each reporting segment are discussed in more detail.
The following table summarizes prior period development, (favorable) and adverse, by segment and claim-tail attribute for the periods indicated.
Longtail

2008
Insurance – North American
Insurance – Overseas General
Global Reinsurance
Total
2007
Insurance – North American
Insurance – Overseas General
Global Reinsurance
Total

ShortTotal
tail
(in millions of U.S. dollars except for
percentages)

$ 6
(3)
(1)
$ 2

$(129)
(41)
(13)
$(183)

$(123)
(44)
(14)
$(181)

0.9%
0.7%
0.5%
0.8%

$ (4)
5
1
$ 2

$ 14
(26)
(8)
$ (20)

$ 10
(21)
(7)
$ (18)

0.1%
0.3%
0.3%
0.1%

* Calculated based on the segment beginning of period net unpaid loss and loss expense reserves.
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Insurance – North American
Insurance – North American experienced $123 million of net favorable prior period development in the quarter ended March 31, 2008, compared
with net adverse prior period development of $10 million in the prior year quarter. The net prior period development for the quarter ended
March 31, 2008, was the net result of underlying adverse and favorable movements.
•

Net adverse development of $6 million on long-tail business including:
•

•

Adverse development totaling $10 million related to higher than expected loss and allocated loss adjustment expense activity on
reported claims in our small and middle market guaranteed cost workers’ compensation portfolios, primarily affecting the 2005
and 2006 accident years. Recent case activity on these portfolios through calendar year 2007 and into 2008 was higher than
expectations and we adjusted our estimates of ultimate loss accordingly. Prior estimates relied heavily on industry benchmarks
including average severity trends.

Net favorable development of $129 million on short-tail business including:
•

Favorable development of $105 million on ACE Westchester crop/hail business relating to the recording of the final 2007 crop
year bordereau received during the first quarter of calendar year 2008;

•

Adverse development totaling $30 million relating to increases in our estimates of losses for the 2005 hurricanes primarily in
ACE Westchester property ($20 million) and ACE Financial Services International (ACE FSI) ($10 million). The ACE
Westchester development was due primarily to settlement in the quarter on several excess policies above our prior case reserves
resulting in higher estimates of ultimate loss. As described in prior quarters, the claims handling associated with the 2005
hurricanes has involved complex and unique causation and coverage issues. These issues continue to be present and may have a
further adverse impact on our financial results, which may be material. The ACE FSI development was due to adverse
development on a retrocessional program following a review in the current quarter of the program’s claim circumstances;

•

Favorable development of $13 million relating to lower than expected paid claims for the 2007 accident year on a run-off
portfolio of warranty business, mostly automobile extended warranty contracts. The change was driven primarily by recognition
of recent paid claim experience, as a percentage of earned premiums, which has been lower than the historical averages used in
our prior analyses;

•

Favorable development of $6 million on ACE Westchester inland marine business. The reported incurred and paid loss activity
for the 2007 accident year proved lower than anticipated based on historical loss development patterns; and

•

Favorable development of $19 million on ACE Westchester property business primarily relating to the 2007 accident year where
non-catastrophe related loss development was lower than expected.

The net prior period development for the quarter ended March 31, 2007, was the net result of several underlying favorable and adverse
movements. The largest adverse movement arose from development for short-tail lines on the 2005 accident year hurricanes in the amount of
$62 million. The most significant items of favorable prior period development were $28 million arising from the final settlement on the 2006
short-tail crop year pool results and $20 million for short-tail lines (property and inland marine) due to the favorable emergence of actual claims
relative to the expectations used to establish the reserves in the 2006 and 2005 accident years.
Insurance – Overseas General
Insurance – Overseas General experienced $44 million of net favorable prior period development in the quarter ended March 31, 2008,
compared with net favorable prior period development of $21 million in the prior year quarter. The net prior period development for the quarter
ended March 31, 2008, was the net result of several
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underlying favorable and adverse movements. The current quarter included net favorable development of $3 million on long-tail business and
net favorable development of $41 million on short-tail business primarily for ACE International and ACE Global Markets property, energy, and
marine lines. ACE International property and energy lines experienced $51 million of favorable development, predominantly in accident years
2005-2007, arising from lower claim frequency and severity emergence in the current quarter than was assumed at year end. In contrast, there
was $9 million of adverse development experienced by ACE Global Markets arising from the development in the current quarter of several large
losses in years-of-account 2006 and 2007 in the property portfolio.
The net prior period development for the quarter ended March 31, 2007, was the net result of several underlying favorable and adverse
movements, the most significant of which were favorable prior period development of $26 million on short-tail property lines and adverse prior
period development of $5 million on long-tail professional lines. The development on short-tail property lines was due to the favorable
emergence of actual claims relative to expectations used to establish reserves (principally related to the 2006 accident year). The development on
long-tail professional lines was predominantly driven by a re-estimation of ceded recoverables for accident years 1999 and prior.
Global Reinsurance
Global Reinsurance experienced $14 million of net favorable prior period development in the quarter ended March 31, 2008, compared with $7
million of net favorable prior period development in the prior year quarter. The net prior period development for the quarter ended March 31,
2008, was the net result of several underlying favorable and adverse movements. There was net favorable development of $1 million on long-tail
business across a number of accident years and lines for a variety of reasons. In addition, there was net favorable development of $13 million on
short-tail business including:
•

Favorable development of $15 million related primarily to the 2005 hurricanes for ACE Tempest Re Bermuda property catastrophe
business. This development was recognized in the current quarter following a detailed review of the remaining exposure from these
storms relative to the held reserves;

•

Adverse development of $8 million due to additional claim reports received in the first quarter of 2008 for a windstorm event that
occurred in late fourth quarter 2007; and

•

Favorable development of $6 million from claims on a number of reported catastrophes that occurred mainly in accident years 20042007. The development arose as a result of continued favorable case incurred loss emergence relative to the assumptions used to
establish the reserves.

The net prior period development for the quarter ended March 31, 2007, was the net result of several underlying favorable and adverse
movements. The largest favorable movement was related to short-tail lines of $8 million from the 2006 treaty year. The largest adverse prior
period development was $3 million for surety business (short-tail) in the 2006 treaty year.
Segment Operating Results – Three Months Ended March 31, 2008 and 2007
The discussions that follow include tables, which show our segment operating results for the three months ended March 31, 2008 and 2007. In
presenting our segment operating results, we have discussed our performance with reference to underwriting results which is a non-GAAP
measure. We consider this measure, which may be defined differently by other companies, to be important in understanding our overall results of
operations. Underwriting results are calculated by subtracting losses and loss expenses, life and annuity benefits, policy acquisition costs, and
administrative expenses from net premiums earned. We use underwriting results and operating ratios to monitor the results of our operations
without the impact of certain factors, including net investment income, other (income) expense, interest expense, income tax expense, and net
realized gains (losses). We believe the use of these measures enhances the understanding of our results of operations by highlighting the
underlying profitability of our insurance and reinsurance businesses. Underwriting results should not be viewed as a substitute for measures
determined in accordance with GAAP.
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We operate through the following business segments: Insurance – North American, Insurance – Overseas General, Global Reinsurance, and Life
Insurance and Reinsurance. For more information on each of our segments refer to “Segment Information”, under Item 1 of our 2007 Form 10K.
Insurance – North American
The Insurance – North American segment comprises our P&C operations in the U.S., Canada, and Bermuda. This segment includes the
operations of ACE USA (including ACE Canada), ACE Westchester, ACE Bermuda, and various run-off operations, including Brandywine
Holdings Corporation (Brandywine Holdings). In addition, beginning in the quarter ended March 31, 2008, Insurance – North American includes
ACE Private Risk Services, our newly acquired underwriting unit that provides personal lines coverages (homeowners, automobile) for high net
worth clients.
Three Months Ended
March 31
2008
2007
(in millions of U.S. dollars
except for percentages)

Net premiums written
Net premiums earned
Losses and loss expenses
Policy acquisition costs
Administrative expenses
Underwriting income
Net investment income
Net realized gains (losses)
Other (income) expense
Income tax expense
Net income
Loss and loss expense ratio
Policy acquisition cost ratio
Administrative expense ratio
Combined ratio

$ 1,360
1,354
869
161
135
189
269
(61)
—
123
$ 274
64.1%
11.9%
10.0%
86.0%

$ 1,514
1,539
1,111
116
133
179
241
37
9
128
$ 320
72.2%
7.5%
8.7%
88.4%

Net premiums written for the Insurance – North American segment decreased 10 percent in the quarter ended March 31, 2008, compared with
the prior year quarter. This decrease was primarily due to a one-time large assumed loss portfolio transfer written in the prior year quarter which
produced approximately $168 million of net premiums written and earned. ACE USA, this segment’s U.S.–based retail division, reported
competitive conditions across the majority of its businesses resulting in lower new and renewal business, particularly for large risk accounts,
middle market workers’ compensation, and professional risk. ACE Westchester, our wholesale operation, also reported a decline in new and
renewal business primarily due to competitive market conditions in its property, casualty, professional risk, and inland marine units. ACE
Bermuda experienced declines in its excess liability and D&O business, primarily due to our declining of business submitted to us with
unfavorable rates relative to risk exposure. Net premiums written for the quarter ended March 31, 2008, also include $109 million in new
business from ACE Private Risk Services Group.
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The following two tables provide a line of business and entity/divisional breakdown of Insurance – North American’s net premiums earned for
the periods indicated.
Three Months Ended March 31
% of
% of
2008
total
2007
total
(in millions of U.S. dollars except
for percentages)

Line of Business
Property and all other
Casualty
Personal accident (A&H)
Net premiums earned
Entity/Division
ACE USA
ACE Westchester
ACE Bermuda
ACE Private Risk Services
Net premiums earned

$ 299
988
67
$1,354

22%
73%
5%
100%

$ 288
1,195
56
$1,539

19%
78%
3%
100%

$ 972
253
91
38
$1,354

72%
18%
7%
3%
100%

$1,136
304
99
—
$1,539

74%
20%
6%
—
100%

ACE USA’s net premiums earned decreased 14 percent in the quarter ended March 31, 2008, compared with the prior year quarter. As discussed
above, the prior year quarter included a non-renewable assumed loss portfolio transfer which added $168 million of net premiums earned. Also
contributing to the decline in ACE USA’s net premiums earned was the decrease in middle-market workers’ compensation business and large
risk accounts, partially offset by growth in casualty risk business and favorable foreign exchange impact in the Canadian operations. ACE
Westchester’s net premiums earned decreased 17 percent in the quarter ended March 31, 2008, compared with the prior year quarter. This
decrease was primarily in the casualty and inland marine lines due to lower production in 2007. ACE Bermuda’s net premiums earned decreased
eight percent in the quarter ended March 31, 2008, compared with the prior year quarter, primarily due to lower production in 2007 and the
quarter ended March 31, 2008, in excess liability and professional lines.
Insurance – North American’s loss and loss expense ratio decreased in the quarter ended March 31, 2008, compared with the prior year quarter.
The following table shows the impact of catastrophe losses, prior period development, and other significant events on our loss and loss expense
ratio for the periods indicated.
Three Months Ended
March 31
2008
2007

Loss and loss expense ratio, as reported
Catastrophe losses
Prior period development excluding crop/hail results
Prior period development crop/hail related
Large assumed loss portfolio transfer
Loss and loss expense ratio, adjusted

64.1%
(1.1)%
1.3%
7.8%
—
72.1%

72.2%
—
(0.7)%
—
(3.1)%
68.4%

Insurance – North American’s net catastrophe losses were $15 million in the quarter ended March 31, 2008, compared with $nil in the prior year
quarter. Insurance – North American experienced net favorable prior period development of $123 million in the quarter ended March 31, 2008,
and experienced net adverse prior period development of $10 million in the prior year quarter. Insurance – North American’s loss and loss
expense ratio was positively impacted by the final settlement of 2007 crop year results for ACE Westchester, which reduced the segment’s loss
and loss expense ratio by approximately eight percentage points in the quarter ended
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March 31, 2008. With respect to ACE Westchester’s heavily ceded crop/hail business, during the first quarter of each year, the previous crop
year is settled based on actual experience. The settlement for the quarter ended March 31, 2008, reduced Insurance – North American’s losses
and loss expenses by approximately $105 million and as discussed below, gave rise to $44 million in profit share commission. Refer to “Prior
Period Development” for more information. The prior year quarter was negatively impacted by the large assumed loss portfolio transfer which
was written at a higher loss ratio compared with other types of business. This contract added approximately three percentage points to the prior
year quarter loss and loss expense ratio. The adjusted loss and loss expense ratio has increased from the prior year quarter due primarily to
competitive market conditions.
Insurance – North American’s policy acquisition cost ratio increased significantly in the quarter ended March 31, 2008, compared with the prior
year quarter. The increase was primarily related to higher acquisition costs on ACE Westchester’s crop/hail business, reflecting more profitable
crop/hail results on final settlement. This required a higher profit share commission which added approximately three percentage points to
Insurance – North American’s policy acquisition cost ratio in the quarter ended March 31, 2008. The prior year quarter benefited from lower
premium taxes due to reassessment of obligations for premium-based assessments and guaranty funds. In addition, the assumed loss portfolio
transfer written in the prior year quarter as noted above, incurred low acquisition costs, which is typical for these transactions.
Administrative expenses increased primarily due to a $7 million decrease in net profits from ESIS (third party claim services), which we include
in administrative expenses. In addition, the increase in the administrative expense ratio reflects the decline in net premiums earned.
Insurance – Overseas General
The Insurance – Overseas General segment consists of ACE International, which comprises our network of indigenous insurance operations, and
the wholesale insurance operations of ACE Global Markets, our London market underwriting unit including Lloyd’s Syndicate 2488. This
segment has four regions of operations: ACE European Group, which is comprised of ACE Europe and ACE Global Markets branded business,
ACE Asia Pacific, ACE Far East, and ACE Latin America.
Three Months Ended
March 31
2008
2007
(in millions of U.S. dollars
except for percentages)

Net premiums written
Net premiums earned
Losses and loss expenses
Policy acquisition costs
Administrative expenses
Underwriting income
Net investment income
Net realized gains (losses)
Other (income) expense
Income tax expense
Net income
Loss and loss expense ratio
Policy acquisition cost ratio
Administrative expense ratio
Combined ratio

$ 1,345
1,223
593
245
173
212
117
(83)
(3)
47
$ 202
48.5%
20.0%
14.2%
82.7%
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$ 1,192
1,112
564
224
162
162
104
(26)
3
40
$ 197
50.7%
20.2%
14.5%
85.4%
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Insurance – Overseas General’s net premiums written increased 13 percent in the quarter ended March 31, 2008, compared with the prior year
quarter. Favorable foreign exchange impact on ACE International’s results accounted for approximately half of this increase as both the euro and
the pound sterling strengthened relative to the U.S. dollar (refer to the table below for the impact of foreign exchange on net premiums written
and earned). ACE International reported continued growth in A&H business in virtually all of its regions of operation, particularly in Latin
America, due to new sponsors and an expanded customer base and in Asia Pacific, due to continued strategic growth. On the P&C side, ACE
International reported growth in P&C production in emerging markets. ACE Global Markets reported lower production primarily due to
competitive conditions in aviation, marine, and property lines.
The following two tables provide a line of business and entity/divisional breakdown of Insurance – Overseas General’s net premiums earned for
the periods indicated.
Three Months Ended March 31
% of
% of
2008
total
2007
total
(in millions of U.S. dollars except
for percentages)

Line of Business
Property and all other
Casualty
Personal accident (A&H)
Net premiums earned
Entity/Division
ACE Europe
ACE Asia Pacific
ACE Far East
ACE Latin America
ACE International
ACE Global Markets
Net premiums earned

$ 450
372
401
$1,223

37%
30%
33%
100%

$ 402
372
338
$1,112

36%
34%
30%
100%

$ 513
178
100
193
984
239
$1,223

42%
14%
8%
16%
80%
20%
100%

$ 470
154
89
152
865
247
$1,112

42%
14%
8%
14%
78%
22%
100%

Insurance – Overseas General reported a 10 percent increase in net premiums earned in the quarter ended March 31, 2008, compared with the
prior year quarter. This increase was primarily driven by a favorable foreign exchange impact on ACE International business. ACE
International’s net premiums earned increased 14 percent in the quarter ended March 31, 2008, compared with the prior year quarter. This
segment continues to grow its A&H business particularly in ACE Asia Pacific and ACE Latin America. For several years, these regions have
been successfully utilizing unique and innovative distribution channels to grow their A&H customer base. Our A&H business is mainly personal
accident with some supplemental medical cover, typically paying fixed amounts, and is therefore insulated from rising health care costs.
Following decreased production and higher reinsurance costs over the last year, ACE Global Markets reported a three percent decline in net
premiums earned in the quarter ended March 31, 2008, compared with the prior year quarter.
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Insurance – Overseas General conducts business internationally and in most major foreign currencies. The following table summarizes the
approximate effect of changes in foreign currency exchange rates on the growth of net premiums written and earned for period indicated.
Three Months Ended
March 31 2008

Net premiums written:
Growth in original currency
Foreign exchange effect
Growth as reported in U.S. dollars
Net premiums earned:
Growth in original currency
Foreign exchange effect
Growth as reported in U.S. dollars

6%
7%
13%
4%
6%
10%

The following table shows the impact of catastrophe losses and prior period development on our loss and loss expense ratio for the periods
indicated.
Three Months Ended
March 31
2008
2007

Loss and loss expense ratio, as reported
Catastrophe losses
Prior period development
Loss and loss expense ratio, adjusted

48.5%
(1.2)%
3.6%
50.9%

50.7%
(1.4)%
1.9%
51.2%

Net catastrophe losses were $15 million for the quarters ended March 31, 2008 and 2007. The catastrophe losses for the current quarter were
primarily associated with tornadoes in the U.S. Insurance – Overseas General experienced net favorable prior period development of $44 million
and $21 million in the quarters ended March 31, 2008 and 2007, respectively. Refer to “Prior Period Development” for more information. Our
loss and loss expense ratio will tend to decrease on a comparative basis as the proportion of A&H business to property and casualty business
grows. We expect that this trend will continue in the future as we continue to grow our A&H franchise. A&H business typically experiences a
much lower loss and loss expense ratio (and a higher policy acquisition cost ratio) than traditional P&C business.
Insurance – Overseas General’s policy acquisition cost ratio was stable in the quarter ended March 31, 2008, compared with the prior year
quarter. ACE International reported a modest increase in its policy acquisition cost ratio due to changes in business mix, specifically the
continued growth in A&H business, which typically attracts higher commission rates than other business. ACE Global Markets continued to
experience a decline in its policy acquisition cost ratio due to increased ceding commissions on political risks, financial lines, and energy
business. Insurance – Overseas General’s administrative expense ratio decreased in the quarter ended March 31, 2008, compared with the prior
year quarter, primarily due to successful expense management. Administrative expenses increased primarily due to unfavorable foreign
exchange impact.
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Global Reinsurance
The Global Reinsurance segment represents ACE’s reinsurance operations, comprising ACE Tempest Re Bermuda, ACE Tempest Re USA,
ACE Tempest Re Europe, and ACE Tempest Re Canada. Global Reinsurance markets its reinsurance products worldwide under the ACE
Tempest Re brand name and provides a broad range of coverages to a diverse array of primary P&C companies.
Three Months Ended
March 31
2008
2007
(in millions of U.S. dollars
except for percentages)

Net premiums written
Net premiums earned
Losses and loss expenses
Policy acquisition costs
Administrative expenses
Underwriting income
Net investment income
Net realized gains (losses)
Other (income) expense
Income tax expense
Net income
Loss and loss expense ratio
Policy acquisition cost ratio
Administrative expense ratio
Combined ratio

$

$

344
263
117
54
15
77
73
(45)
—
4
101
44.5%
20.6%
5.7%
70.8%

$

$

476
343
185
66
17
75
66
6
1
7
139
53.8%
19.2%
5.0%
78.0%

Global Reinsurance’s net premiums written decreased 28 percent in the quarter ended March 31, 2008, compared with the prior year quarter, due
to decreases in production. In the quarter ended March 31, 2008, Global Reinsurance continued to experience intense competition across the
majority of its regions of operations, rate reductions, and cedants increasing their risk retention.
The following two tables provide a line of business and entity/divisional breakdown of Global Reinsurance’s net premiums earned for the
periods indicated.
Three Months Ended March 31
% of
% of
2008
total
2007
total
(in millions of U.S. dollars except
for percentages)

Line of Business
Property and all other
Casualty
Property catastrophe
Net premiums earned
Entity/Division
ACE Tempest Re Bermuda
ACE Tempest Re USA
ACE Tempest Re Europe
ACE Tempest Re Canada
Net premiums earned
47

$ 58
138
67
$ 263

22%
53%
25%
100%

$ 76
180
87
$ 343

22%
53%
25%
100%

$ 67
133
59
4
$ 263

25%
51%
22%
2%
100%

$ 88
187
67
1
$ 343

26%
54%
20%
—
100%
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Global Reinsurance’s net premiums earned decreased 23 percent in the quarter ended March 31, 2008, compared with the prior year quarter.
This decrease was primarily due to lower production in the quarter ended March 31, 2008. ACE Tempest Re Bermuda reported a decline in net
premiums earned due to rate reductions and cedants increasing their risk retention. ACE Tempest Re USA and ACE Tempest Re Europe
reported declines in net premiums earned primarily due to lower production throughout 2007.
The following table shows the impact of catastrophe losses and prior period development on our loss and loss expense ratio for the periods
indicated.
Three Months Ended March 31
2008
2007

Loss and loss expense ratio, as reported
Catastrophe losses
Prior period development
Loss and loss expense ratio, adjusted

44.5%
(0.5)%
5.5%
49.5%

53.8%
(5.7)%
2.1%
50.2%

Global Reinsurance recorded net catastrophe losses of $1 million in the quarter ended March 31, 2008, compared with $19 million in the prior
year quarter. Global Reinsurance experienced net favorable prior period development of $14 million and $7 million in the quarters ended
March 31, 2008 and 2007, respectively. Refer to “Prior Period Development” for more information. Based on the significant decrease in net
premiums earned and the change in the terms and conditions associated with the current portfolio of business in Global Reinsurance, the loss and
loss expense ratio would have been approximately two percentage points higher rather than relatively stable compared with the prior year.
The policy acquisition cost ratio increased in the quarter ended March 31, 2008, primarily due to changes in the type of contracts written.
Administrative expenses decreased during the current quarter mainly due to lower staffing costs; the administrative expense ratio increased
during the current quarter primarily due to the decrease in net premiums earned.
Life Insurance and Reinsurance
Life Insurance and Reinsurance includes the operations of ACE Tempest Life Re (ACE Life Re) and ACE International Life (ACE Life). We
assess the performance of our life insurance and reinsurance business based on life underwriting income which includes net investment income.
Three Months Ended March 31
2008
2007
(in millions of U.S. dollars)

Net premiums written
Net premiums earned
Life and annuity benefits
Policy acquisition costs
Administrative expenses
Net investment income
Life underwriting income
Net realized gains (losses)
Income tax (benefit) expense
Net income (loss)

$

$

105
100
63
8
13
15
31
(186)
(2)
(153)

$

$

88
88
36
11
12
12
41
(4)
(2)
39

Life underwriting income decreased 24 percent in the quarter ended March 31, 2008, compared with the prior year quarter, primarily due to
higher life and annuity benefits resulting from an increase in benefit reserves for GMDB and GMIB reinsurance. The increase in benefit reserves
was primarily due to poor worldwide equity
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market performance during the quarter ended March 31, 2008. Benefit reserves reflect the expected value of future claims on earned premium
exposures and fluctuate with movements in equity indices and interest rates. Net premiums earned increased 14 percent in the quarter ended
March 31, 2008, compared with the prior year quarter, primarily due to increased production in the non-traditional reinsurance business. The net
realized loss relates primarily to changes in reported liabilities on GMIB reinsurance carried at fair value. These changes were caused by adverse
financial market conditions, including poor equity market performance, a reduction in long-term interest rates, and an increase in implied
volatility for both equity markets and interest rates. Refer to “Fair Value Measurements” for more information.
Net Investment Income
Three Months Ended March 31
2008
2007
(in millions of U.S. dollars)

Fixed maturities
Short-term investments
Equity securities
Other
Gross investment income
Investment expenses
Net investment income

$

$

469
27
20
(6)
510
(21)
489

$

$

420
27
13
7
467
(16)
451

Net investment income is influenced by a number of factors, including the amounts and timing of inward and outward cash flows, the level of
interest rates, and changes in overall asset allocation. Net investment income increased eight percent in the quarter ended March 31, 2008,
compared with the prior year quarter. The increase in net investment income is primarily due to several years of positive operating cash flows
which have resulted in a higher overall average invested asset base. The investment portfolio’s average market yield on fixed maturities was 5.1
percent and 5.3 percent at March 31, 2008 and 2007, respectively. Other includes changes in fair value of trading securities included within rabbi
trusts maintained for compensation plans.
Net Realized and Unrealized Gains (Losses)
We take a long-term view with our investment strategy and our investment managers manage our investment portfolio to maximize total return
within certain specific guidelines designed to minimize risk. The majority of our investment portfolio is available for sale and reported at fair
value. Our held to maturity investment portfolio is reported at amortized cost.
The effect of market movements on our available for sale investment portfolio impacts net income (through net realized gains (losses)) when
securities are sold or when “other-than-temporary” impairments are recorded on invested assets. Additionally, net income is impacted through
the reporting of changes in the fair value of derivatives, including financial futures, options, swaps, and GMIB reinsurance. Changes in
unrealized appreciation and depreciation on available for sale securities, which result from the revaluation of securities held, are reported as a
separate component of accumulated other comprehensive income in shareholders’ equity.
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The following table presents our pre-tax net realized and unrealized gains (losses) for the periods indicated.

Net Realized

Three months ended
March 31, 2008
Net Unrealized

Gains
(Losses)

Fixed maturities and short- term
investments
Equity securities
Foreign currency gains (losses)
Other
Derivatives:
Equity and fixed income derivatives
Fair value adjustment on insurance
derivatives
Subtotal derivatives
Net gains (losses)

$

(105)
(54)
6
(26)

Gains
(Losses)

$

(9)

$

(165)
(174)
(353)

(184)
(156)
—
(5)

Net Realized
Gains
(Losses)
Net Impact
(in millions of U.S. dollars)

$

—

$

—
—
(345)

Three months ended
March 31, 2007
Net Unrealized

$

(289)
(210)
6
(31)

$

(21)
34
—
10

(9)

(7)

(165)
(174)
(698)

—
(7)
16

$

Gains
(Losses)

$

57
(1)
—
20

Net Impact

$

—

$

—
—
76

36
33
—
30
(7)

$

—
(7)
92

For a sensitivity discussion of the effect of changes in interest rates and equity indices on the fair value of derivatives and the resulting impact on
our net income, refer to Item 7A. of our 2007 Form 10-K.
We regularly review our investment portfolio for possible impairment based on criteria including economic conditions, credit loss experience,
and issuer-specific developments. If there is a decline in a security’s net realizable value, we must determine whether that decline is temporary or
“other-than-temporary”. The process of determining whether a decline in value is temporary or “other-than-temporary” requires considerable
judgment and differs depending on whether or not the security is traded on a public market as well as by type of security. We review all of our
fixed maturities and equity securities for potential impairment each quarter. Refer to Note 4 to the Consolidated Financial Statements for the
quarter ended March 31, 2008, which includes a table that summarizes all of our securities in an unrealized loss position at March 31, 2008.
Refer to Note 3 e) to the Consolidated Financial Statements included in our 2007 Form 10-K for criteria we consider in assessing potential
impairment.
Our net realized losses in the quarter ended March 31, 2008, included write-downs of $189 million as a result of conditions which caused us to
conclude that the decline in fair value was “other-than-temporary”. This compares with write-downs of $38 million in the prior year quarter. The
impairments were primarily due to increased equity market volatility and fixed income securities in an unrealized loss position for greater than
12 months reflecting global interest rate conditions, including widening credit spreads on corporate and structured credit investments. In
addition, fixed income impairments also included approximately $20 million for securities which external investment managers indicated their
intent to sell in the near term. A breakdown of write-downs by security type is included in Note 4 b) to the Consolidated Financial Statements.
Our net realized and unrealized loss in the quarter ended March 31, 2008, included approximately $170 million of decline in our investment
grade fixed income portfolio and approximately $125 million on our high yield bond portfolio.
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Other Income and Expense Items
Three Months Ended
March 31
2008
2007
(in millions of U.S. dollars)

Equity in net income of partially-owned companies
Minority interest expense
Federal excise tax
Other
Other (income) expense

$

$

16
3
1
(5)
15

$

(13)
2
10
5
4

$

Other (income) expense is primarily comprised of our equity in net income of Assured Guaranty Ltd. (AGO), included in equity in net income of
partially-owned companies. During 2008, AGO recorded mark-to-market losses in its credit derivatives portfolio, our portion of which was $36
million. These losses were reported as realized losses by AGO. Our relationship with AGO is limited to our equity investment, which had a
carrying value of $371 million at March 31, 2008. We conduct no financial guaranty business directly or with AGO and we retain no financial
guaranty exposures with AGO. Other income and expense also includes certain federal excise taxes incurred as a result of capital management
initiatives. These transactions are considered capital in nature and are excluded from underwriting results.
Investments
Our investment portfolio is invested primarily in fixed income securities with an average credit quality of AA, as rated by the independent
investment rating service Standard and Poor’s (S&P). The portfolio is externally managed by independent, professional investment managers.
The average duration of our fixed income securities, including the effect of options and swaps, was 3.5 years at March 31, 2008, and
December 31, 2007. We estimate that a 100 basis point (bps) increase in interest rates would reduce our book value by approximately $1.3
billion at March 31, 2008. Our “Other investments” are principally comprised of direct investments, investment funds, and limited partnerships.
Our exposure to sub-prime asset backed securities was $133 million at March 31, 2008, which represented less than one percent of our
investment portfolio. We do not expect any material investment loss from our exposure to sub-prime mortgages. We hold no collateralized debt
obligations or collateralized loan obligations in our investment portfolio.
The following table shows the fair value and cost/amortized cost of our invested assets at March 31, 2008, and December 31, 2007.
Fair
Value

Fixed maturities available for sale
Fixed maturities held to maturity
Short-term investments

March 31, 2008
December 31, 2007
Cost/
Fair
Cost/
Amortized Cost
Value
Amortized Cost
(in millions of U.S. dollars)

$32,619
2,960
4,795
40,374
1,660
1,243
$43,277

Equity securities
Other investments
Total investments

$

$

32,615
2,913
4,795
40,323
1,597
992
42,912

$33,184
3,015
2,631
38,830
1,837
1,140
$41,807

$

$

32,994
2,987
2,631
38,612
1,618
880
41,110

The fair value of our total investments increased $1.4 billion in the quarter ended March 31, 2008, primarily due to the investment of $1 billion
of operating cash flows and $1 billion of short-term financing for the Combined acquisition, partially offset by unrealized depreciation on
investments in the current quarter. Other investments increased $103 million primarily due to funding of limited partnerships and investment
funds.
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The following tables show the market value of our fixed maturities and short-term investments at March 31, 2008, and December 31, 2007. The
first table lists investments according to type and the second according to S&P credit rating.
March 31, 2008
Percentage
Market
Value
of Total
(in millions of
U.S. dollars)

Treasury
Agency
Corporate
Mortgage-backed securities
Asset-backed securities
Municipal
Non-U.S.
Short-term investments
Total
AAA
AA
A
BBB
BB
B
Other
Total

$

$
$

$

974
1,939
8,906
13,087
1,060
2,025
7,588
4,795
40,374
26,162
3,746
4,620
3,188
1,249
1,341
68
40,374

December 31, 2007
Percentage
Market
Value
of Total
(in millions of
U.S. dollars)

2%
5%
22%
32%
3%
5%
19%
12%
100%
65%
9%
12%
8%
3%
3%
—
100%

$

$
$

$

1,145
1,820
9,015
13,733
1,150
1,844
7,492
2,631
38,830
24,553
3,747
4,590
3,297
1,073
1,481
89
38,830

3%
5%
23%
35%
3%
5%
19%
7%
100%
63%
10%
12%
8%
3%
4%
—
100%

Reinsurance Recoverable on Ceded Reinsurance
The composition of our reinsurance recoverable at March 31, 2008, and December 31, 2007, is as follows:
March 31

December 31

2008
2007
(in millions of U.S. dollars)

Reinsurance recoverable on unpaid losses and loss expenses
Provision for uncollectible reinsurance on unpaid losses and loss expenses
Reinsurance recoverable on unpaid losses and loss expenses, net of a provision for uncollectible
reinsurance
Reinsurance recoverable on paid losses and loss expenses
Provision for uncollectible reinsurance on paid losses and loss expenses
Reinsurance recoverable on future policy benefits
Net reinsurance recoverable

$13,546
(476)

$ 13,990
(470)

13,070
1,071
(204)
32
$13,969

13,520
1,050
(216)
8
$ 14,362

We evaluate the financial condition of our reinsurers and potential reinsurers on a regular basis and also monitor concentrations of credit risk
with reinsurers. The provision for uncollectible reinsurance is required principally due to the failure of reinsurers to indemnify us, primarily
because of disputes under reinsurance contracts and insolvencies. Reinsurance recoverable decreased in the current quarter approximately $215
million due to the settlement of ACE Westchester’s heavily ceded crop/hail business as the previous crop year was settled based on favorable
actual experience. Reinsurance recoverable on run-off business declined in the first quarter by approximately $127 million due to loss
collections.
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Unpaid losses and loss expenses
As an insurance and reinsurance company, we are required, by applicable laws and regulations and GAAP, to establish loss and loss expense
reserves for the estimated unpaid portion of the ultimate liability for losses and loss expenses under the terms of our policies and agreements
with our insured and reinsured customers. The estimate of the liabilities includes provision for claims that have been reported but unpaid at the
balance sheet date (case reserves) and for future obligations from claims that have been incurred but not reported (IBNR) at the balance sheet
date (IBNR may also include a provision for additional development on reported claims in instances where the case reserve is viewed to be
insufficient). The reserves provide for liabilities on the premium earned on policies as of the balance sheet date. The loss reserve also includes an
estimate of expenses associated with processing and settling these unpaid claims (loss expenses). At March 31, 2008, our unpaid loss and loss
expense reserves were $37.2 billion. The table below presents a roll-forward of our unpaid losses and loss expenses for the indicated periods.
Reinsurance
Gross
Losses

Balance at December 31, 2007
Losses and loss expenses incurred
Losses and loss expenses paid
Other (including foreign exchange revaluation)
Balance at March 31, 2008

Recoverable
(in millions of U.S. dollars)

$37,112
1,659
(1,748)
159
$37,182

$ 13,520
80
(601)
71
$ 13,070

Net
Losses

$23,592
1,579
(1,147)
88
$24,112

Our gross and ceded loss and loss expenses incurred and paid were favorably impacted by the settlement of the crop/hail business resulting in a
decrease in the gross reserve of approximately $273 million and the ceded reserves of approximately $215 million during the quarter.
The process of establishing loss reserves for property and casualty claims can be complex and is subject to considerable variability as it requires
the use of informed estimates and judgments based on circumstances known at the date of accrual. The following table shows our total reserves
segregated between case reserves (including loss expense reserves) and IBNR reserves at March 31, 2008, and December 31, 2007.

Case reserves
IBNR
Total

Gross

March 31, 2008
Ceded

$ 15,785
21,397
$ 37,182

$ 5,971
7,099
$ 13,070

December 31, 2007
Net
Gross
Ceded
(in millions of U.S. dollars)

$ 9,814
14,298
$ 24,112

$ 15,625
21,487
$ 37,112

$ 6,077
7,443
$ 13,520

Net

$ 9,548
14,044
$ 23,592

Asbestos and Environmental (A&E) and Other Run-off Liabilities
Due to timing constraints associated with statutory reporting, this section will be presented on a one quarter lag basis. Our Form 10-Q for the
three and six months ended June 30, 2008, will present our A&E exposure as at March 31, 2008. There was no unexpected A&E activity during
the quarter ended March 31, 2008.
Catastrophe Management
We continue to closely monitor our catastrophe accumulation around the world and have significantly reduced our U.S. wind exposure since
2005. Our modeled annual aggregate 1 in 100 year return period U.S. hurricane probable maximum loss, net of reinsurance is approximately
$866 million; i.e., there is a one percent chance that ACE’s losses incurred in any year from U.S. hurricanes could be in excess of $866 million
(or approximately five percent of our total shareholders’ equity at March 31, 2008). We estimate that at such loss levels, aggregate
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industry losses are approximately $133 billion. If the 2005 hurricanes were to recur, our net losses on an “as-if” basis would be 30 percent lower.
ACE’s modeled losses reflect our in-force portfolio and catastrophe reinsurance program as of January 1, 2008. The modeling estimates of both
ACE and industry loss levels are inherently uncertain owing to key assumptions. First, while the use of third-party catastrophe modeling
packages to simulate hurricane losses is prevalent within the insurance industry, the models are reliant upon significant meteorology and
engineering assumptions to estimate hurricane losses. In particular, modeled hurricane events are not always a representation of actual events
and ensuing additional loss potential. Second, there is no universal standard in the preparation of insured data for use in the models and the
running of the modeling software. Third, we are reliant upon third-party estimates of industry insured exposures and there is significant variation
possible around the relationship between ACE’s loss and that of the industry following an event. Fourth, we assume that our reinsurance
recoveries following an event are fully collectible. These loss estimates do not represent ACE’s potential maximum exposures and it is highly
likely that ACE’s actual incurred losses would vary materially from the modeled estimates.
Liquidity
The payments of dividends or other statutorily permissible distributions from our operating companies are subject to the laws and regulations
applicable to each jurisdiction, as well as the need to maintain capital levels adequate to support the insurance and reinsurance operations,
including financial strength ratings issued by independent rating agencies. During the quarter ended March 31, 2008, we were able to meet all of
our obligations, including the payment of dividends declared on our Ordinary Shares and Preferred Shares, with our net cash flows and dividends
received.
We anticipate that positive cash flows from operations (underwriting activities and investment income) should be sufficient to cover cash
outflows under most loss scenarios through 2008. Should the need arise, we generally have access to the capital markets and other available
credit facilities. At March 31, 2008, our available credit lines totaled $2.2 billion and usage was $1.4 billion.
We assess which subsidiaries to draw dividends from based on a number of factors. Considerations such as regulatory and legal restrictions as
well as the subsidiary’s financial condition are paramount to the dividend decision. The legal restrictions on the payment of dividends from
retained earnings by our Bermuda subsidiaries are currently satisfied by the share capital and additional paid-in capital of each of the Bermuda
subsidiaries. During the quarter ended March 31, 2008, ACE Bermuda declared and paid dividends of $195 million, and ACE Tempest Life Re
declared and paid dividends of $855 million, compared with $nil for both companies in the prior year quarter. A portion of the dividends
received were used in connection with the acquisition of Combined. We expect that a majority of our cash inflows for the remainder of 2008 will
be from our Bermuda subsidiaries.
The payment of any dividends from ACE Global Markets or its subsidiaries is subject to applicable U.K. insurance laws and regulations. In
addition, the release of funds by Syndicate 2488 to subsidiaries of ACE Global Markets is subject to regulations promulgated by the Society of
Lloyd’s. ACE INA’s U.S. insurance subsidiaries may pay dividends, without prior regulatory approval, subject to restrictions set out in state law
of the subsidiary’s domicile (or, if applicable, “commercial domicile”). ACE INA’s international subsidiaries are also subject to insurance laws
and regulations particular to the countries in which the subsidiaries operate. These laws and regulations sometimes include restrictions that limit
the amount of dividends payable without prior approval of regulatory insurance authorities.
ACE Limited did not receive any dividends from ACE Global Markets or ACE INA during the quarters ended March 31, 2008 and 2007. The
debt issued by ACE INA is serviced by statutorily permissible distributions by ACE INA’s insurance subsidiaries to ACE INA as well as other
group resources.
Sources of liquidity include cash from operations, routine sales of investments, and financing arrangements. The following is a discussion of our
cash flows for the quarters ended March 31, 2008 and 2007.
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•

Our consolidated net cash flows from operating activities were $1 billion in the quarter ended March 31, 2008, compared with $1.2
billion for the prior year quarter. These amounts reflect net income for each period, adjusted for non-cash items and changes in
working capital. Net income for the quarter ended March 31, 2008, was $377 million compared with $701 million in the prior year
quarter. For the quarter ended March 31, 2008, significant adjustments included increases in unpaid losses and loss expenses and
unearned premiums of $179 million and a decrease in reinsurance recoverable of $472 million. The unpaid losses and loss expenses
and reinsurance recoverable were significantly impacted by the crop/hail business settled during the quarter.

•

Our consolidated net cash flows used for investing activities were $2.3 billion in the quarter ended March 31, 2008, compared with
$1.6 billion for the prior year quarter. For the indicated periods, net investing activities were related principally to net purchases and
maturities on the fixed maturities portfolio.

•

Our consolidated net cash flows from financing activities were $1.2 billion in the quarter ended March 31, 2008, compared with $424
million in the prior year quarter. Net cash flows from financing activities in the quarter ended March 31, 2008, were impacted by the
net proceeds from the issuance of $300 million in long-term debt and the net proceeds of $965 million in reverse repurchase
agreements used to purchase Combined.

Capital Resources
Capital resources consist of funds deployed or available to be deployed to support our business operations. The following table summarizes the
components of our capital resources at March 31, 2008, and December 31, 2007.
March 31

December 31

2008
2007
(in millions of U.S. dollars
except for percentages)

Short-term debt
Long-term debt
Total debt
Trust preferred securities
Preferred Shares
Ordinary shareholders’ equity
Total shareholders’ equity
Total capitalization
Ratio of debt to total capitalization
Ratio of debt plus trust preferred securities to total capitalization

$ 1,341
2,114
3,455
309
557
16,178
16,735
$20,499
16.9%
18.4%

$

372
1,811
2,183
309
557
16,120
16,677
$ 19,169
11.4%
13.0%

During the quarter ended March 31, 2008, and the quarter ended December 31, 2007, we executed reverse repurchase agreements with certain
counterparties. Under these repurchase agreements, we agreed to sell securities and repurchase them at a date in the future for a predetermined
price. At March 31, 2008, and December 31, 2007, short-term debt included $1 billion and $35 million, respectively, of amounts owed to brokers
under these reverse repurchase transactions . We elected to use repurchase agreements of $1 billion, in connection with the financing of the
Combined acquisition, instead of liquidating higher yielding investment assets. This will temporarily increase our short-term debt for
approximately two quarters. We expect to fund the repurchase of the securities using operating cash flows and maturing investments. In addition,
in February 2008, ACE INA issued $300 million of 5.8 percent senior notes due March 2018 and, subsequent to the quarter, on April 1, 2008, we
entered into a $450 million unsecured term loan repayable in April 2013. This will increase our ratio of debt to total capitalization to 18.6
percent in the near-term and reduce it to 14.6 percent (based on current
55

Table of Contents
capital levels) once the reverse repurchase agreements are settled. The proceeds of the reverse repurchase agreements, the notes, and the term
loan were applied to pay a portion of the purchase price of the acquisition of the outstanding capital stock of Combined.
Total shareholders’ equity increased $58 million in quarter ended March 31, 2008, primarily due to net income of $377 million, partially offset
by unrealized depreciation on our investment portfolio of $302 million.
On January 11, 2008, and April 14, 2008, we paid dividends of 27 cents per Ordinary Share to shareholders of record on December 31, 2007,
and March 31, 2008, respectively. We have paid dividends each quarter since we became a public company in 1993. However, the declaration,
payment, and value of future dividends on Ordinary Shares is at the discretion of our Board of Directors and will be dependent upon our profits,
financial requirements, and other factors including legal restrictions on the payment of dividends and such other factors as our Board of
Directors deems relevant. Dividends on the Preferred Shares are payable quarterly when, and if, declared by our Board of Directors in arrears on
March 1, June 1, September 1, and December 1 of each year. On March 1, 2008, we paid a dividend of $4.875 per Preferred Share to
shareholders of record on February 29, 2008.
As part of our capital management program, in November 2001, our Board of Directors authorized the repurchase of any ACE issued debt or
capital securities including Ordinary Shares up to $250 million. At March 31, 2008, this authorization had not been utilized. We generally
maintain shelf capacity at all times in order to allow capital market access for refinancing as well as for unforeseen capital needs. Consistent with
this policy, in 2005, we filed an unlimited shelf registration which expires in December 2008.
For more information, including covenant restrictions on our credit facilities, refer to “Liquidity and Capital Resources” included in our 2007
Form 10-K.
Recent Accounting Pronouncements
Refer to Note 2 to the Consolidated Financial Statements, for a discussion of recent accounting pronouncements.
Item 3. Quantitative and Qualitative Disclosures about Market Risk
Refer to the Item 7A. included in our 2007 Form 10-K. There have been no material changes to this item since December 31, 2007.
Item 4. Controls and Procedures
As of the end of the period covered by this report, the Company's management, with the participation of the Company's Chief Executive Officer
and Chief Financial Officer, evaluated the effectiveness of the design and operation of the Company's disclosure controls and procedures as
defined in Rule 13a-15 under the Securities Exchange Act of 1934. Based upon that evaluation, the Company's Chief Executive Officer and
Chief Financial Officer concluded that the Company's disclosure controls and procedures are effective in allowing information required to be
disclosed in reports filed under the Securities and Exchange Act of 1934 to be recorded, processed, summarized, and reported within time
periods specified in the rules and forms of the SEC and accumulated and communicated to the Company's management, including its Chief
Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure.
During the quarter ended March 31, 2008, there was no change in the Company's internal control over financial reporting that has materially
affected, or is reasonably likely to materially affect, the Company's internal control over financial reporting.
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PART II OTHER INFORMATION
Item 1. Legal Proceedings
Our insurance subsidiaries are subject to claims litigation involving disputed interpretations of policy coverages and, in some jurisdictions, direct
actions by allegedly-injured persons seeking damages from policyholders. These lawsuits, involving claims on policies issued by our subsidiaries
which are typical to the insurance industry in general and in the normal course of business, are considered in our loss and loss expense reserves.
In addition to claims litigation, we and our subsidiaries are subject to lawsuits and regulatory actions in the normal course of business that do not
arise from, or directly relate to, claims on insurance policies. This category of business litigation typically involves, amongst other things,
allegations of underwriting errors or misconduct, employment claims, regulatory activity, or disputes arising from our business ventures.
While the outcomes of the business litigation involving us cannot be predicted with certainty at this point, we are disputing and will continue to
dispute allegations against us that are without merit and believe that the ultimate outcomes of the matters in this category of business litigation
will not have a material adverse effect on our financial condition, future operating results, or liquidity, although an adverse resolution of a
number of these items could have a material adverse effect on our results of operations in a particular quarter or fiscal year.
Information on the insurance industry investigations and related matters is set forth in Note 6 b) to our Consolidated Financial Statements.
Item 1A. Risk Factors
The following supplements the factors that could have a material impact on our results of operations or financial condition as described under
“Risk Factors” in Item 1A. of Part I of our 2007 Annual Report on Form 10-K.
The integration of acquired companies may not be as successful as we anticipate.
Acquisitions involve numerous risks, including financial risks such as potential liabilities associated with the acquired business. Difficulties in
integrating an acquired company may result in the acquired company performing differently than we currently expect or in our failure to realize
anticipated expense-related efficiencies. For example, our recent acquisition of Combined Insurance Company of America and certain of its
subsidiaries resulted in our obtaining a large new sales force, creating new distribution channels for the Company. These changes to our
distribution system may require management to divert its attention from other operational matters and could create new liabilities for us.
The regulatory regimes under which we operate, and potential changes thereto, could have an adverse effect on our business.
Our insurance and reinsurance subsidiaries conduct business globally, including in all 50 states of the United States and the District of Columbia.
Our businesses in each of these jurisdictions are subject to varying degrees of regulation and supervision. The laws and regulations of the
jurisdictions in which our insurance and reinsurance subsidiaries are domiciled require, among other things, that these subsidiaries maintain
minimum levels of statutory capital, surplus, and liquidity, meet solvency standards, and submit to periodic examinations of their financial
condition. In some jurisdictions, laws and regulations also restrict payments of dividends and reductions of capital. Applicable statutes,
regulations, and policies may also restrict the ability of these subsidiaries to write insurance and reinsurance policies, to make certain
investments, and to distribute funds. The purpose of insurance laws and regulations generally is to protect insureds and ceding insurance
companies, not our shareholders. We may not be able to comply fully with, or obtain appropriate exemptions from, applicable statutes and
regulations. Failure to comply with or to obtain appropriate authorizations and/or exemptions under
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any applicable laws and regulations could result in restrictions on our ability to do business or undertake activities that are regulated in one or
more of the jurisdictions in which we conduct business and could subject us to fines and other sanctions. In addition, changes in the laws or
regulations to which our insurance and reinsurance subsidiaries are subject could have an adverse effect on our business.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
The following table provides information with respect to purchases by the Company of its Ordinary Shares during the three months ended
March 31, 2008.
Issuer’s Purchases of Equity Securities

Period

January 1 through January 31
February 1 through February 29
March 1 through March 31
Total
*
**

Total Number of
Shares Purchased as

Total
Number of
Shares
Purchased*

Average Price
Paid per Share

1,050
1,818
386,559
389,427

$
$
$

60.93
59.32
58.30

Approximate Dollar
Value of Shares that
May Yet Be Purchased

Part of Publicly
Announced Plan**

—
—
—

Under the Plan**

$
$
$

250 million
250 million
250 million

For the three months ended March 31, 2008, this column represents the surrender to the Company of 389,427 Ordinary Shares to satisfy
tax withholding obligations in connection with the vesting of restricted stock issued to employees.
As part of ACE’s capital management program, in November 2001, the Company’s Board of Directors authorized the repurchase of any
ACE issued debt or capital securities, including Ordinary Shares, up to $250 million. At March 31, 2008, this authorization had not been
utilized.

Item 6. Exhibits
10.1*

Form of Restricted Stock Unit Award Terms under the ACE Limited 2004 Long-Term Incentive Plan.

10.2*

Revised Form of Restricted Stock Unit Award Terms under the ACE Limited 2004 Long-Term Incentive Plan.

10.3*

Revised Form of Non-Qualified Stock Option Terms under the ACE Limited 2004 Long-Term Incentive Plan.

10.4*

Revised Form of Incentive Stock Option Terms under the ACE Limited 2004 Long-Term Incentive Plan.

10.5

Term loan agreement dated April 1, 2008, among ACE Limited, certain subsidiaries, various lenders and Bank of America, N.A., as
administrative agent.

31.1

Certification Pursuant to Section 302 of The Sarbanes-Oxley Act of 2002.

31.2

Certification Pursuant to Section 302 of The Sarbanes-Oxley Act of 2002.

32.1

Certification Pursuant to 18 U.S.C. Section 1350, As Adopted Pursuant to Section 906 of The Sarbanes-Oxley Act of 2002.

32.2

Certification Pursuant to 18 U.S.C. Section 1350, As Adopted Pursuant to Section 906 of The Sarbanes-Oxley Act of 2002.

*Management or compensation plan
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned thereunto duly authorized.
ACE LIMITED
May 8, 2008

/s/

E VAN G. G REENBERG
Evan G. Greenberg
Chairman and Chief
Executive Officer

May 8, 2008

/s/

P HILIP V. B ANCROFT
Philip V. Bancroft
Chief Financial Officer
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Incorporated by Reference

Exhibit
Number

Exhibit Description

Form

Original

Date

SEC File
Reference

Number

Filed

Number

Filed
Herewith

10.1*

Form of Restricted Stock Unit Award Terms under the ACE Limited
2004 Long-Term Incentive Plan.

X

10.2*

Revised Form of Restricted Stock Unit Award Terms under the ACE
Limited 2004 Long-Term Incentive Plan.

X

10.3*

Revised Form of Non-Qualified Stock Option Terms under the ACE
Limited 2004 Long-Term Incentive Plan.

X

10.4*

Revised Form of Incentive Stock Option Terms under the ACE
Limited 2004 Long-Term Incentive Plan.

X

10.5

Term loan agreement dated April 1, 2008, among ACE Limited,
certain subsidiaries, various lenders and Bank of America, N.A., as
administrative agent.

X

31.1

Certification Pursuant to Section 302 of The Sarbanes-Oxley Act of
2002.

X

31.2

Certification Pursuant to Section 302 of The Sarbanes-Oxley Act of
2002.

X

32.1

Certification Pursuant to 18 U.S.C. Section 1350, As Adopted Pursuant
to Section 906 of The Sarbanes-Oxley Act of 2002.

X

32.2

Certification Pursuant to 18 U.S.C. Section 1350, As Adopted Pursuant
to Section 906 of The Sarbanes-Oxley Act of 2002.

X

* Management or compensation plan
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Exhibit 10.1
Restricted Stock Unit Award Terms
under the
ACE Limited 2004 Long-Term Incentive Plan
The Participant has been granted a Restricted Stock Unit Award by ACE Limited (the “Company”) under the ACE Limited 2004 LongTerm Incentive Plan (the “Plan”). The Restricted Stock Unit Award shall be subject to the following Restricted Stock Unit Award Terms:
1. Terms of Award . Subject to the following Restricted Stock Unit Award Terms, the Participant has been granted the right to receive
shares of Stock of the Company (“Units”) as of the Delivery Date. Each “Unit” represents the right to receive one share of Stock. The following
words and phrases used in these Restricted Stock Unit Award Terms shall have the meanings set forth in this paragraph 1:
(a) The “Participant” is the individual recipient of the Restricted Stock Unit Award on the specified Grant Date.
(b) The “Grant Date” is [Insert the date] .
(c) The number of “Units” shall be that number of Units awarded to the Participant on the Grant Date as reflected in the corporate
records and shown in the Record-Keeping System in the Participant’s individual account records.
(d) The “Delivery Date” shall be end of the Restricted Period with respect to the Units. However, notwithstanding the preceding
sentence, if the Participant would be eligible to retire in accordance with paragraph 2(d) (determined without regard to clauses 9(f)(i) and
(ii)) on or at any time after the Grant Date and prior to the last day of the Restricted Period with respect to the Installment of Units as
determined in accordance with the Vesting Schedule set forth in paragraph 2:
(i) The occurrence of a Change in Control shall be disregarded for purposes of determining the Delivery Date of the Installment
unless the Change in Control satisfies the requirements of Treas. Reg. §1.409A-3(i)(5), or distribution is otherwise permitted under
Code §409A upon such Change in Control; provided that this sentence shall not affect the vesting of the Units upon a Change in
Control in accordance with subparagraph 2(c).
(ii) The occurrence of a Long-Term Disability shall be disregarded for purposes of determining the Delivery Date of such Units;
provided that this sentence shall not affect the vesting of the Units upon the occurrence of a Long-Term Disability in accordance with
subparagraph 2(b).
(e) Other words and phrases used in these Restricted Stock Unit Award Terms are defined pursuant to paragraph 9 or elsewhere in
these Restricted Stock Unit Award Terms.

2. Restricted Period . Subject to the limitations of these Restricted Stock Unit Award Terms, the “Restricted Period” for the Installment of
Units shall begin on the Grant Date and end as described in the following schedule (the “Vesting Schedule”) (but only if the Date of Termination
has not occurred before end of the Restricted Period):
VESTING SCHEDULE
INSTALLMENT

RESTRICTED
PERIOD WILL
END ON:

100% of Restricted Stock Units

One year anniversary of the Grant Date

The Restricted Period shall end prior to the date specified in the foregoing Vesting Schedule to the extent set forth below, with the exception of
subparagraph (d):
(a) If the Restricted Period for the Installment has not ended prior to the Date of Termination, the Restricted Period for the
Installment shall end upon the Participant’s Date of Termination, if the Date of Termination occurs by reason of the Participant’s death.
(b) If the Restricted Period for the Installment has not ended prior to the Date of Termination, the Restricted Period for the
Installment shall end upon the Participant’s Date of Termination, if the Date of Termination occurs by reason of the Participant’s LongTerm Disability.
(c) If the Restricted Period for the Installment has not ended prior to the date of a Change in Control, the Restricted Period for the
Installment shall end upon a Change in Control, provided that such Change in Control occurs on or before the Date of Termination
(determined without regard to the provisions of subparagraph (d) below).
(d) If the Restricted Period for the Installment has not ended prior to the Date of Termination, if the Date of Termination occurs by
reason of the Participant’s Retirement, vesting shall continue pursuant to the Vesting Schedule following the Date of Termination as
though the Participant continued to be employed through the end of the Restricted Period. Following the Date of Termination by reason of
Retirement, the end of the Restricted Period for the Installment shall be determined in accordance with the Vesting Schedule.
3. Transfer and Forfeiture of Shares . Except as otherwise determined by the Committee in its sole discretion, and subject to subparagraph
2(d), the Participant shall forfeit the Units as of the Participant’s Date of Termination, if such Date of Termination occurs prior to the end of the
Restricted Period which applies to the Installment. If the Participant’s Date of Termination has not occurred prior to the last day of the Restricted
Period with respect to the Installment of the Units, then the Installment of Units shall be delivered to the Participant in the form of Stock free of
all restrictions at or within 30 days after the Delivery Date. After delivery of a share of Stock for a Unit, the Unit shall have no further force or
effect.
2

4. Withholding . All deliveries and distributions under these Restricted Stock Unit Award Terms are subject to withholding of all
applicable taxes. At the election of the Participant, and subject to such rules and limitations as may be established by the Committee from time to
time, such withholding obligations may be satisfied through the surrender of shares of Stock which the Participant already owns, or to which the
Participant is otherwise entitled under the Plan. Notwithstanding the foregoing, the Committee has the authority to make the necessary elections
to ensure appropriate taxes are withheld.
5. Transferability . Except as otherwise provided by the Committee, the Restricted Stock Unit Award may not be sold, assigned,
transferred, pledge or otherwise encumbered during the Restricted Period.
6. Dividends . The Participant shall be permitted to receive cash payments equal to the dividends and distributions paid on shares of Stock
to the same extent as if each Unit was a share of Stock, and those shares were not subject to the restrictions imposed by these Restricted Stock
Unit Award Terms and the Plan; provided, however, that no dividends or distributions shall be payable to or for the benefit of the Participant
with respect to record dates for such dividends or distributions occurring on or after the date, if any, on which the Participant has received a share
of Stock in exchange for a Unit or has forfeited the Units. Dividend payments made under this paragraph 6 with respect to any record date will
be paid as soon as practicable after dividends with respect to that record date are paid on outstanding shares but in all events within the calendar
year in which such dividends are paid to the holders of Stock.
7. Voting . The Participant shall not be a shareholder of record with respect to the Units and shall have no voting rights with respect to the
Units during the Restricted Period.
8. Participant’s Rights to Shares . Prior to the delivery of shares of Stock which are to be delivered pursuant to these Restricted Stock Unit
Award Terms,(a) the Participant shall not be treated as owner of the shares, shall not have any rights as a shareholder as to those shares, and shall
have only a contractual right to receive them, unsecured by any assets of the Company or its subsidiaries; and (b) the Participant’s right to
receive such shares will be subject to the adjustment provisions relating to mergers, reorganizations, and similar events set forth in the Plan.
9. Definitions . For purposes of these Restricted Stock Unit Award Terms, words and phrases shall be defined as follows:
(a) Change in Control . The term “Change in Control” shall be defined as set forth in the Plan.
(b) Date of Termination . A Participant’s “Date of Termination” means, with respect to an employee, the date on which the
Participant’s employment with the Company and Related Companies terminates for any reason, and with respect to a Director, the date
immediately following the last day on which the Participant serves as a Director; provided that a Date of Termination shall not be deemed
to occur by reason of a Participant’s transfer of employment between the Company and a Related Company or between two Related
Companies; further provided that a Date of Termination shall not be
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deemed to occur by reason of a Participant’s cessation of service as a Director if immediately following such cessation of service the
Participant becomes or continues to be employed by the Company or a Related Company, nor by reason of a Participant’s termination of
employment with the Company or a Related Company if immediately following such termination of employment the Participant becomes
or continues to be a Director; and further provided that a Participant’s employment shall not be considered terminated while the Participant
is on a leave of absence from the Company or a Related Company approved by the Participant’s employer.
(c) Director . The term “Director” means a member of the Board, who may or may not be an employee of the Company or a Related
Company.
(d) Long-Term Disability . A Participant shall be considered to have a “Long-Term Disability” if the Participant is determined by the
Committee, under standards comparable to those in a long-term disability plan of the Company, that the Participant would be eligible for
long-term disability benefits if he or she participated in such plan.
(e) Record-Keeping System . The term “Record-Keeping System” means the record-keeping system developed and maintained by
third parties contracted by the Company to keep records and facilitate Participant interfaces with respect to the Plan and awards granted
thereunder.
(f) Retirement . The term “Retirement” means the Participant’s Date of Termination that occurs on or after the Participant has both
completed at least ten years of service with the Company or a Related Company and attained at least age 62; provided, however, that a
Date of Termination will not be treated as a Retirement unless the Participant (i) has terminated employment in good standing with the
Company or a Related Company, and (ii) executes an agreement and release as required by the Company which will include, without
limitation, a general release, and non-competition and non-solicitation provisions. A Participant shall be deemed to have executed a release
as described in clause (ii) above only if such release is returned by such time as is established by the Company; provided that to the extent
benefits provided pursuant to the Plan would be considered to be provided under a nonqualified deferred compensation plan as that term is
defined in Treas. Reg. §1.409A-1, such benefits shall be paid to the Participant only if the release is returned in time to permit the
distribution of the benefits to satisfy the requirements of Code section 409A with respect to the time of payment.
10. Plan Definitions . Except where the context clearly implies or indicates the contrary, a word, term, or phrase used in the Plan is
similarly used in these Restricted Stock Unit Award Terms.
11. Heirs and Successors . The Restricted Stock Unit Award Terms shall be binding upon, and inure to the benefit of, the Company and its
successors and assigns, and upon any person acquiring, whether by merger, consolidation, purchase of assets or otherwise, all or substantially all
of the Company’s assets and business. If any benefits deliverable to the Participant under these Restricted Stock Unit Award Terms have not
been delivered at the time of the Participant’s death, such benefits shall be delivered to the Designated Beneficiary, in accordance with the
provisions of these Restricted Stock Unit Award Terms and the Plan. The
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“Designated Beneficiary” shall be the beneficiary or beneficiaries designated by the Participant in a writing filed with the Committee in such
form and at such time as the Committee shall require. If a deceased Participant fails to designate a beneficiary, or if the Designated Beneficiary
does not survive the Participant, any rights that would have been exercisable by the Participant and any benefits distributable to the Participant
shall be distributed to the legal representative of the estate of the Participant. If a deceased Participant designates a beneficiary and the
Designated Beneficiary survives the Participant but dies before the complete distribution of benefits to the Designated Beneficiary under these
Restricted Stock Unit Award Terms, then any benefits distributable to the Designated Beneficiary shall be distributed to the legal representative
of the estate of the Designated Beneficiary.
12. Administration . The authority to manage and control the operation and administration of these Restricted Stock Unit Award Terms
shall be vested in the Committee, and the Committee shall have all powers with respect to these Restricted Stock Unit Award Terms as it has
with respect to the Plan. Any interpretation of these Restricted Stock Unit Award Terms by the Committee and any decision made by it with
respect to these Restricted Stock Unit Award Terms are final and binding on all persons.
13. Plan and Corporate Records Govern . Notwithstanding anything in these Restricted Stock Unit Award Terms to the contrary, these
Restricted Stock Unit Award Terms shall be subject to the terms of the Plan, a copy of which may be obtained by the Participant from the office
of the Secretary of the Company; and these Restricted Stock Unit Award Terms are subject to all interpretations, amendments, rules and
regulations promulgated by the Committee from time to time pursuant to the Plan. Notwithstanding anything in the Restricted Stock Unit Award
Terms to the contrary, in the event of any discrepancies between the corporate records regarding this award and the Record-Keeping System, the
corporate records shall control.
14. Not An Employment Contract . The Restricted Stock Unit Award will not confer on the Participant any right with respect to
continuance of employment or other service with the Company or any Related Company, nor will it interfere in any way with any right the
Company or any Related Company would otherwise have to terminate or modify the terms of such Participant’s employment or other service at
any time.
15. Notices . Any written notices provided for in these Restricted Stock Unit Award Terms or the Plan shall be in writing and shall be
deemed sufficiently given if either hand delivered or if sent by fax or overnight courier, or by postage paid first class mail. Notices sent by mail
shall be deemed received three business days after mailing but in no event later than the date of actual receipt. Notices shall be directed, if to the
Participant, at the Participant’s address indicated by the Company’s records, or if to the Company, at the Company’s principal executive office.
16. Fractional Shares . In lieu of issuing a fraction of a share, resulting from an adjustment of the Restricted Stock Unit Award pursuant to
paragraph 5.2(f) of the Plan or otherwise, the Company will be entitled to pay to the Participant an amount equal to the fair market value of such
fractional share.
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17. Amendment . The Restricted Stock Unit Award Terms may be amended in accordance with the provisions of the Plan, and may
otherwise be amended by written agreement of the Participant and the Company without the consent of any other person.
18. 409A Compliance . These Restricted Stock Unit Award Terms are intended to be interpreted, operated, and administered in a manner
so as not to subject the Participant to the assessment of additional taxes or interest under Code section 409A, and these Restricted Stock Unit
Award Terms may be amended as the Company, in its sole discretion, determines is necessary and appropriate to avoid the application of any
such taxes or interest.
IN WITNESS WHEREOF, the Company has caused these presents to be executed in its name and on its behalf, all as of the Grant Date.
ACE LIMITED
By:
Its:
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Exhibit 10.2
Restricted Stock Unit Award Terms
under the
ACE Limited 2004 Long-Term Incentive Plan
The Participant has been granted a Restricted Stock Unit Award by ACE Limited (the “Company”) under the ACE Limited 2004 LongTerm Incentive Plan (the “Plan”). The Restricted Stock Unit Award shall be subject to the following Restricted Stock Unit Award Terms:
1. Terms of Award . Subject to the following Restricted Stock Unit Award Terms, the Participant has been granted the right to receive
shares of Stock of the Company (“Units”) as of the Delivery Date. Each “Unit” represents the right to receive one share of Stock. The following
words and phrases used in these Restricted Stock Unit Award Terms shall have the meanings set forth in this paragraph 1:
(a) The “Participant” is the individual recipient of the Restricted Stock Unit Award on the specified Grant Date.
(b) The “Grant Date” is [Insert the date] .
(c) The number of “Units” shall be that number of Units awarded to the Participant on the Grant Date as reflected in the corporate
records and shown in the Record-Keeping System in the Participant’s individual account records.
(d) The “Delivery Date” shall be end of the Restricted Period with respect to the applicable Units. However, notwithstanding the
preceding sentence, if the Participant would be eligible to retire in accordance with paragraph 2(d) (determined without regard to clauses 9
(f)(i) and (ii)) on or at any time after the Grant Date and prior to the last day of the Restricted Period with respect to any Installment of
Units as determined in accordance with the Vesting Schedule set forth in paragraph 2:
(i) The occurrence of a Change in Control shall be disregarded for purposes of determining the Delivery Date of such Installments
unless the Change in Control satisfies the requirements of Treas. Reg. §1.409A-3(i)(5), or distribution is otherwise permitted under
Code §409A upon such Change in Control; provided that this sentence shall not affect the vesting of the Units upon a Change in
Control in accordance with subparagraph 2(c).
(ii) The occurrence of a Long-Term Disability shall be disregarded for purposes of determining the Delivery Date of such Units;
provided that this sentence shall not affect the vesting of the Units upon the occurrence of a Long-Term Disability in accordance with
subparagraph 2(b).
(e) Other words and phrases used in these Restricted Stock Unit Award Terms are defined pursuant to paragraph 9 or elsewhere in
these Restricted Stock Unit Award Terms.

2. Restricted Period . Subject to the limitations of these Restricted Stock Unit Award Terms, the “Restricted Period” for each Installment of
Units shall begin on the Grant Date and end as described in the following schedule (the “Vesting Schedule”) (but only if the Date of Termination
has not occurred before end of the Restricted Period):
VESTING SCHEDULE
INSTALLMENT

RESTRICTED
PERIOD WILL
END ON:

/ 4 of Restricted Stock Units
1 / 4 of Restricted Stock Units
1 / 4 of Restricted Stock Units
1 / 4 of Restricted Stock Units

One year anniversary of the Grant Date
Two year anniversary of the Grant Date
Three year anniversary of the Grant Date
Four year anniversary of the Grant Date

1

The Restricted Period shall end prior to the date specified in the foregoing Vesting Schedule to the extent set forth below, with the exception of
subparagraph (d):
(a) For Installments as to which the Restricted Period has not ended prior to the Date of Termination, the Restricted Period for such
Installments shall end upon the Participant’s Date of Termination, if the Date of Termination occurs by reason of the Participant’s death.
(b) For Installments as to which the Restricted Period has not ended prior to the Date of Termination, the Restricted Period for such
Installments shall end upon the Participant’s Date of Termination, if the Date of Termination occurs by reason of the Participant’s LongTerm Disability.
(c) For Installments as to which the Restricted Period has not ended prior to the date of a Change in Control, the Restricted Period for
such Installments shall end upon a Change in Control, provided that such Change in Control occurs on or before the Date of Termination
(determined without regard to the provisions of subparagraph (d) below).
(d) For Installments as to which the Restricted Period has not ended prior to the Date of Termination, if the Date of Termination
occurs by reason of the Participant’s Retirement, vesting shall continue pursuant to the Vesting Schedule following the Date of
Termination as though the Participant continued to be employed through the end of the longest Restricted Period. Following the Date of
Termination by reason of Retirement, the end of the Restricted Period for any Installment shall be determined in accordance with the
Vesting Schedule.
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3. Transfer and Forfeiture of Shares . Except as otherwise determined by the Committee in its sole discretion, and subject to subparagraph
2(d), the Participant shall forfeit the Units as of the Participant’s Date of Termination, if such Date of Termination occurs prior to the end of the
Restricted Period which applies to those Installments. If the Participant’s Date of Termination has not occurred prior to the last day of the
Restricted Period with respect to any Installment of the Units, then that Installment of Units shall be delivered to the Participant in the form of
Stock free of all restrictions at or within 30 days after the Delivery Date. After delivery of a share of Stock for a Unit, the Unit shall have no
further force or effect.
4. Withholding . All deliveries and distributions under these Restricted Stock Unit Award Terms are subject to withholding of all
applicable taxes. At the election of the Participant, and subject to such rules and limitations as may be established by the Committee from time to
time, such withholding obligations may be satisfied through the surrender of shares of Stock which the Participant already owns, or to which the
Participant is otherwise entitled under the Plan. Notwithstanding the foregoing, the Committee has the authority to make the necessary elections
to ensure appropriate taxes are withheld.
5. Transferability . Except as otherwise provided by the Committee, the Restricted Stock Unit Award may not be sold, assigned,
transferred, pledge or otherwise encumbered during the Restricted Period.
6. Dividends . The Participant shall be permitted to receive cash payments equal to the dividends and distributions paid on shares of Stock
to the same extent as if each Unit was a share of Stock, and those shares were not subject to the restrictions imposed by these Restricted Stock
Unit Award Terms and the Plan; provided, however, that no dividends or distributions shall be payable to or for the benefit of the Participant
with respect to record dates for such dividends or distributions occurring on or after the date, if any, on which the Participant has received a share
of Stock in exchange for a Unit or has forfeited the Units. Dividend payments made under this paragraph 6 with respect to any record date will
be paid as soon as practicable after dividends with respect to that record date are paid on outstanding shares but in all events within the calendar
year in which such dividends are paid to the holders of Stock.
7. Voting . The Participant shall not be a shareholder of record with respect to the Units and shall have no voting rights with respect to the
Units during the Restricted Period.
8. Participant’s Rights to Shares . Prior to the delivery of shares of Stock which are to be delivered pursuant to these Restricted Stock Unit
Award Terms,(a) the Participant shall not be treated as owner of the shares, shall not have any rights as a shareholder as to those shares, and shall
have only a contractual right to receive them, unsecured by any assets of the Company or its subsidiaries; and (b) the Participant’s right to
receive such shares will be subject to the adjustment provisions relating to mergers, reorganizations, and similar events set forth in the Plan.
9. Definitions . For purposes of these Restricted Stock Unit Award Terms, words and phrases shall be defined as follows:
(a) Change in Control . The term “Change in Control” shall be defined as set forth in the Plan.
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(b) Date of Termination . A Participant’s “Date of Termination” means, with respect to an employee, the date on which the
Participant’s employment with the Company and Related Companies terminates for any reason, and with respect to a Director, the date
immediately following the last day on which the Participant serves as a Director; provided that a Date of Termination shall not be deemed
to occur by reason of a Participant’s transfer of employment between the Company and a Related Company or between two Related
Companies; further provided that a Date of Termination shall not be deemed to occur by reason of a Participant’s cessation of service as a
Director if immediately following such cessation of service the Participant becomes or continues to be employed by the Company or a
Related Company, nor by reason of a Participant’s termination of employment with the Company or a Related Company if immediately
following such termination of employment the Participant becomes or continues to be a Director; and further provided that a Participant’s
employment shall not be considered terminated while the Participant is on a leave of absence from the Company or a Related Company
approved by the Participant’s employer.
(c) Director . The term “Director” means a member of the Board, who may or may not be an employee of the Company or a Related
Company.
(d) Long-Term Disability . A Participant shall be considered to have a “Long-Term Disability” if the Participant is determined by the
Committee, under standards comparable to those in a long-term disability plan of the Company, that the Participant would be eligible for
long-term disability benefits if he or she participated in such plan.
(e) Record-Keeping System . The term “Record-Keeping System” means the record-keeping system developed and maintained by
third parties contracted by the Company to keep records and facilitate Participant interfaces with respect to the Plan and awards granted
thereunder.
(f) Retirement . The term “Retirement” means the Participant’s Date of Termination that occurs on or after the Participant has both
completed at least ten years of service with the Company or a Related Company and attained at least age 62; provided, however, that a
Date of Termination will not be treated as a Retirement unless the Participant (i) has terminated employment in good standing with the
Company or a Related Company, and (ii) executes an agreement and release as required by the Company which will include, without
limitation, a general release, and non-competition and non-solicitation provisions. A Participant shall be deemed to have executed a release
as described in clause (ii) above only if such release is returned by such time as is established by the Company; provided that to the extent
benefits provided pursuant to the Plan would be considered to be provided under a nonqualified deferred compensation plan as that term is
defined in Treas. Reg. §1.409A-1, such benefits shall be paid to the Participant only if the release is returned in time to permit the
distribution of the benefits to satisfy the requirements of Code section 409A with respect to the time of payment.
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10. Plan Definitions . Except where the context clearly implies or indicates the contrary, a word, term, or phrase used in the Plan is
similarly used in these Restricted Stock Unit Award Terms.
11. Heirs and Successors . The Restricted Stock Unit Award Terms shall be binding upon, and inure to the benefit of, the Company and its
successors and assigns, and upon any person acquiring, whether by merger, consolidation, purchase of assets or otherwise, all or substantially all
of the Company’s assets and business. If any benefits deliverable to the Participant under these Restricted Stock Unit Award Terms have not
been delivered at the time of the Participant’s death, such benefits shall be delivered to the Designated Beneficiary, in accordance with the
provisions of these Restricted Stock Unit Award Terms and the Plan. The “Designated Beneficiary” shall be the beneficiary or beneficiaries
designated by the Participant in a writing filed with the Committee in such form and at such time as the Committee shall require. If a deceased
Participant fails to designate a beneficiary, or if the Designated Beneficiary does not survive the Participant, any rights that would have been
exercisable by the Participant and any benefits distributable to the Participant shall be distributed to the legal representative of the estate of the
Participant. If a deceased Participant designates a beneficiary and the Designated Beneficiary survives the Participant but dies before the
complete distribution of benefits to the Designated Beneficiary under these Restricted Stock Unit Award Terms, then any benefits distributable
to the Designated Beneficiary shall be distributed to the legal representative of the estate of the Designated Beneficiary.
12. Administration . The authority to manage and control the operation and administration of these Restricted Stock Unit Award Terms
shall be vested in the Committee, and the Committee shall have all powers with respect to these Restricted Stock Unit Award Terms as it has
with respect to the Plan. Any interpretation of these Restricted Stock Unit Award Terms by the Committee and any decision made by it with
respect to these Restricted Stock Unit Award Terms are final and binding on all persons.
13. Plan and Corporate Records Govern . Notwithstanding anything in these Restricted Stock Unit Award Terms to the contrary, these
Restricted Stock Unit Award Terms shall be subject to the terms of the Plan, a copy of which may be obtained by the Participant from the office
of the Secretary of the Company; and these Restricted Stock Unit Award Terms are subject to all interpretations, amendments, rules and
regulations promulgated by the Committee from time to time pursuant to the Plan. Notwithstanding anything in the Restricted Stock Unit Award
Terms to the contrary, in the event of any discrepancies between the corporate records regarding this award and the Record-Keeping System, the
corporate records shall control.
14. Not An Employment Contract . The Restricted Stock Unit Award will not confer on the Participant any right with respect to
continuance of employment or other service with the Company or any Related Company, nor will it interfere in any way with any right the
Company or any Related Company would otherwise have to terminate or modify the terms of such Participant’s employment or other service at
any time.
15. Notices . Any written notices provided for in these Restricted Stock Unit Award Terms or the Plan shall be in writing and shall be
deemed sufficiently given if either hand delivered or if sent by fax or overnight courier, or by postage paid first class mail. Notices sent
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by mail shall be deemed received three business days after mailing but in no event later than the date of actual receipt. Notices shall be directed,
if to the Participant, at the Participant’s address indicated by the Company’s records, or if to the Company, at the Company’s principal executive
office.
16. Fractional Shares . In lieu of issuing a fraction of a share, resulting from an adjustment of the Restricted Stock Unit Award pursuant to
paragraph 5.2(f) of the Plan or otherwise, the Company will be entitled to pay to the Participant an amount equal to the fair market value of such
fractional share.
17. Amendment . The Restricted Stock Unit Award Terms may be amended in accordance with the provisions of the Plan, and may
otherwise be amended by written agreement of the Participant and the Company without the consent of any other person.
18. 409A Compliance . These Restricted Stock Unit Award Terms are intended to be interpreted, operated, and administered in a manner
so as not to subject the Participant to the assessment of additional taxes or interest under Code section 409A, and these Restricted Stock Unit
Award Terms may be amended as the Company, in its sole discretion, determines is necessary and appropriate to avoid the application of any
such taxes or interest.
IN WITNESS WHEREOF, the Company has caused these presents to be executed in its name and on its behalf, all as of the Grant Date.
ACE LIMITED
By:
Its:
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Exhibit 10.3
Non-Qualified Stock Option Terms
under the
ACE Limited 2004 Long-Term Incentive Plan
The Participant has been granted an Option by ACE Limited (the “Company”) under the ACE Limited 2004 Long-Term Incentive Plan
(the “Plan”). The Option shall be subject to the following Non-Qualified Stock Option Terms (sometimes referred to as the “Option Terms”):
1. Terms of Award . The following words and phrases used in these Option Terms shall have the meanings set forth in this paragraph 1:
(a) The “Participant” is the individual recipient of the Non-Qualified Stock Option Award on the specified Grant Date.
(b) The “Grant Date” is [Insert Date] .
(c) The number of “Covered Shares” shall be that number of shares of Stock awarded to the Participant on the Grant Date as reflected in the
corporate records and shown in the Record-Keeping System in the Participant’s individual account records.
(d) The “Exercise Price” is $ [Insert Price] per share.
Other words and phrases used in these Option Terms are defined pursuant to paragraph 8 or elsewhere in these Option Terms.
2. Non-Qualified Stock Option . The Option is not intended to constitute an “incentive stock option” as that term is used in Code section
422.
3. Date of Exercise . Subject to the limitations of these Option Terms, each Installment of Covered Shares of the Option shall be
exercisable on and after the Vesting Date for such Installment as described in the following schedule (but only if the Date of Termination has not
occurred before the Vesting Date):

INSTALLMENT

VESTING DATE
APPLICABLE TO
INSTALLMENT

/ 3 of Covered Shares
1 / 3 of Covered Shares
1 / 3 of Covered Shares

One year anniversary of the Grant Date
Two year anniversary of the Grant Date
Three year anniversary of the Grant Date

1

Notwithstanding the foregoing provisions of this paragraph 3, the Option shall become fully vested and exercisable as follows, with the
exception of paragraph (c):
(a)

The Option shall become fully exercisable upon the Date of Termination, if the Date of Termination occurs by reason of the Participant’s
death or Disability.

(b)

The Option shall become fully exercisable upon a Change in Control that occurs on or before the Date of Termination.

(c)

For Installments as to which the Restricted Period has not ended prior to the Date of Termination, if the Date of Termination occurs by
reason of the Participant’s Retirement, vesting shall continue pursuant to the foregoing schedule following the Date of Termination.
Following the Date of Termination the Restricted Period shall end in accordance with the above schedule.

Except as specified in (c), the Option may be exercised on or after the Date of Termination only as to that portion of the Covered Shares for
which it was exercisable (or became exercisable) immediately prior to the Date of Termination.
4. Expiration . The Option shall not be exercisable after the Company’s close of business on the last business day that occurs prior to the
Expiration Date. The “Expiration Date” shall be the earliest to occur of:
(a)

the ten-year anniversary of the Grant Date;

(b)

if the Participant’s Date of Termination occurs by reason of death or Disability, the one-year anniversary of such Date of Termination;

(c)

if the Participant’s Date of Termination occurs by reason of Retirement, the date on which the Expiration Date would occur if the
Participant’s Date of Termination occurred on the ten-year anniversary of the Grant Date, or if earlier, the date of the Participant’s death; or

(d)

if the Participant’s Date of Termination occurs for any reason other than those listed in subparagraph (b) or (c) of this paragraph 4, the
three-month anniversary of such Date of Termination.

5. Method of Option Exercise . Subject to these Option Terms and the Plan, the Option may be exercised in whole or in part by filing a
written notice (or by such other method as may be provided by the Committee, including but not limited to processes provided in electronic
record-keeping systems utilized for management of the Plan) with the Secretary of the Company at its corporate headquarters prior to the
Company’s close of business on the last business day that occurs prior to the Expiration Date. Such notice shall specify the number of shares of
Stock which the Participant elects to purchase, and shall be accompanied by payment of the Exercise Price for such shares of Stock indicated by
the Participant’s election. Payment shall be by cash or by check payable to the Company. Except as otherwise provided by the Committee before
the Option is exercised: (i) all or a portion of the Exercise Price may be paid by the Participant by delivery of shares of Stock owned by the
Participant and acceptable to the Committee having an aggregate Fair Market Value (valued as of the date of exercise) that is equal to the
amount of cash that would otherwise be required; and (ii) the Participant may pay the Exercise Price by authorizing a third party to sell shares of
Stock (or a sufficient portion of the shares) acquired
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upon exercise of the Option and remit to the Company a sufficient portion of the sale proceeds to pay the entire Exercise Price and any tax
withholding resulting from such exercise. The Option shall not be exercisable if and to the extent the Company determines that such exercise
would violate applicable state or Federal securities laws or the rules and regulations of any securities exchange on which the Stock is traded. If
the Company makes such a determination, it shall use all reasonable efforts to obtain compliance with such laws, rules and regulations. In
making any determination hereunder, the Company may rely on the opinion of counsel for the Company.
6. Withholding . All deliveries and distributions under these Option Terms are subject to withholding of all applicable taxes. At the
election of the Participant, and subject to such rules and limitations as may be established by the Committee from time to time, such withholding
obligations may be satisfied through the surrender of shares of Stock which the Participant already owns, or to which the Participant is otherwise
entitled under the Plan; provided, however, that such shares may be used to satisfy not more than the Company’s minimum statutory withholding
obligation (based on minimum statutory withholding rates for Federal and state tax purposes, including payroll taxes, that are applicable to such
supplemental taxable income).
7. Transferability . Except as otherwise provided by the Committee, the Option is not transferable other than as designated by the
Participant by will or by the laws of descent and distribution, and during the Participant’s life, may be exercised only by the Participant.
8. Definitions . For purposes of these Option Terms, words and phrases shall be defined as follows:
(a)

Change in Control . The term “Change in Control” shall be defined as set forth in the Plan.

(b)

Date of Termination . A Participant’s “Date of Termination” means, with respect to an employee, the date on which the Participant’s
employment with the Company and Subsidiaries terminates for any reason, and with respect to a Director, the date immediately following
the last day on which the Participant serves as a Director; provided that a Date of Termination shall not be deemed to occur by reason of a
Participant’s transfer of employment between the Company and a Subsidiary or between two Subsidiaries; further provided that a Date of
Termination shall not be deemed to occur by reason of a Participant’s cessation of service as a Director if immediately following such
cessation of service the Participant becomes or continues to be employed by the Company or a Subsidiary, nor by reason of a Participant’s
termination of employment with the Company or a Subsidiary if immediately following such termination of employment the Participant
becomes or continues to be a Director; and further provided that a Participant’s employment shall not be considered terminated while the
Participant is on a leave of absence from the Company or a Subsidiary approved by the Participant’s employer.

(c)

Director . The term “Director” means a member of the Board, who may or may not be an employee of the Company or a Subsidiary.
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(d)

Disability . The Participant shall be considered to have a “Disability” during the period in which the Participant is unable, by reason of a
medically determinable physical or mental impairment, to engage in any substantial gainful activity, which condition, in the opinion of a
physician selected by the Committee, is expected to have a duration of not less than 120 days.

(e)

Retirement . The term “Retirement” means an employee who’s Date of Termination occurs after satisfying all of the following: (i) the
employee has provided at least ten years of service with the Company or a Related Company; (ii) the employee has attained at least age 62;
and (iii) the employee terminates employment in good standing with the Company or a Related Company, and (iv) the employee executes
an agreement and release as required by the Company which will include, without limitation, a general release, and non-competition and
non-solicitation provisions. However, with respect to exercising vested options pursuant to 4(c), above, “Retirement” shall mean the
occurrence of a Participant’s Date of Termination with the consent of the Participant’s employer after the Participant is eligible for early
retirement or normal retirement under a retirement plan maintained by the Company or the Subsidiaries.

(f)

Plan Definitions . Except where the context clearly implies or indicates the contrary, a word, term, or phrase used in the Plan is similarly
used in these Option Terms.

9. Heirs and Successors . The Option Terms shall be binding upon, and inure to the benefit of, the Company and its successors and assigns,
and upon any person acquiring, whether by merger, consolidation, purchase of assets or otherwise, all or substantially all of the Company’s
assets and business. If any rights exercisable by the Participant or benefits deliverable to the Participant under these Option Terms have not been
exercised or delivered, respectively, at the time of the Participant’s death, such rights shall be exercisable by the Designated Beneficiary, and
such benefits shall be delivered to the Designated Beneficiary, in accordance with the provisions of these Option Terms and the Plan. The
“Designated Beneficiary” shall be the beneficiary or beneficiaries designated by the Participant in a writing filed with the Committee in such
form and at such time as the Committee shall require. If a deceased Participant fails to designate a beneficiary, or if the Designated Beneficiary
does not survive the Participant, any rights that would have been exercisable by the Participant and any benefits distributable to the Participant
shall be exercised by or distributed to the legal representative of the estate of the Participant. If a deceased Participant designates a beneficiary
and the Designated Beneficiary survives the Participant but dies before the Designated Beneficiary’s exercise of all rights under these Option
Terms or before the complete distribution of benefits to the Designated Beneficiary under these Option Terms, then any rights that would have
been exercisable by the Designated Beneficiary shall be exercised by the legal representative of the estate of the Designated Beneficiary, and any
benefits distributable to the Designated Beneficiary shall be distributed to the legal representative of the estate of the Designated Beneficiary.
10. Administration . The authority to manage and control the operation and administration of these Option Terms shall be vested in the
Committee, and the Committee shall have all powers with respect to these Option Terms as it has with respect to the Plan. Any interpretation of
the Agreement by the Committee and any decision made by it with respect to the Agreement is final and binding on all persons.
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11. Plan Governs . Notwithstanding anything in these Option Terms to the contrary, these Option Terms shall be subject to the terms of the
Plan, a copy of which may be obtained by the Participant from the office of the Secretary of the Company; and these Option Terms are subject to
all interpretations, amendments, rules and regulations promulgated by the Committee from time to time pursuant to the Plan. Notwithstanding
anything in the Option Terms to the contrary, in the event of any discrepancies between the corporate records regarding this award and the
Record-Keeping System, the corporate records shall control.
12. Not An Employment Contract . The Option will not confer on the Participant any right with respect to continuance of employment or
other service with the Company or any Subsidiary, nor will it interfere in any way with any right the Company or any Subsidiary would
otherwise have to terminate or modify the terms of such Participant’s employment or other service at any time.
13. Notices . Any written notices provided for in these Option Terms or the Plan shall be in writing and shall be deemed sufficiently given
if either hand delivered or if sent by fax or overnight courier, or by postage paid first class mail. Notices sent by mail shall be deemed received
three business days after mailing but in no event later than the date of actual receipt. Notices shall be directed, if to the Participant, at the
Participant’s address indicated by the Company’s records, or if to the Company, at the Company’s principal executive office.
14. Fractional Shares . In lieu of issuing a fraction of a share upon any exercise of the Option, resulting from an adjustment of the Option
pursuant to paragraph 5.2(f) of the Plan or otherwise, the Company will be entitled to pay to the Participant an amount equal to the fair market
value of such fractional share.
15. No Rights As Shareholder . The Participant shall not have any rights of a shareholder with respect to the shares subject to the Option,
until a stock certificate has been duly issued following exercise of the Option as provided herein.
16. Amendment . The Option Terms may be amended in accordance with the provisions of the Plan, and may otherwise be amended by
written agreement of the Participant and the Company without the consent of any other person.
IN WITNESS WHEREOF, the Company has caused these presents to be executed in its name and on its behalf, all as of the Grant Date.
ACE LIMITED
By:
Its:
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Exhibit 10.4
Incentive Stock Option Terms
under the
ACE Limited 2004 Long-Term Incentive Plan
The Participant has been granted an Option by ACE Limited (the “Company”) under the ACE Limited 2004 Long-Term Incentive Plan
(the “Plan”). The Option shall be subject to the following Incentive Stock Option Terms (sometimes referred to as the “Option Terms”):
1. Terms of Award . The following words and phrases used in these Option Terms shall have the meanings set forth in this paragraph 1:
(a) The “Participant” is the individual recipient of the Incentive Stock Option Award on the specified Grant Date.
(b) The “Grant Date” is [Insert Date] .
(c) The number of “Covered Shares” shall be that number of shares of Stock awarded to the Participant on the Grant Date as reflected in the
corporate records and shown in the Record-Keeping System in the Participant’s individual account records.
(d) The “Exercise Price” is $ [Insert Price] per share.
Other words and phrases used in these Option Terms are defined pursuant to paragraph 8 or elsewhere in these Option Terms.
2. Incentive Stock Option . The Option is intended to constitute an “incentive stock option” as that term is used in Code section 422. To the
extent that the aggregate fair market value (determined at the time of grant) of Shares with respect to which incentive stock options are
exercisable for the first time by the Participant during any calendar year under all plans of the Company and its Subsidiaries exceeds $100,000,
the options or portions thereof which exceed such limit (according to the order in which they were granted) shall be treated as nonstatutory stock
options. It should be understood that there is no assurance that the Option will, in fact, be treated as an incentive stock option.
3. Date of Exercise . Subject to the limitations of these Option Terms, each Installment of Covered Shares of the Option shall be
exercisable on and after the Vesting Date for such Installment as described in the following schedule (but only if the Date of Termination has not
occurred before the Vesting Date):

INSTALLMENT

VESTING DATE
APPLICABLE TO
INSTALLMENT

/ 3 of Covered Shares
1 / 3 of Covered Shares
1 / 3 of Covered Shares

One year anniversary of the Grant Date
Two year anniversary of the Grant Date
Three year anniversary of the Grant Date

1

Notwithstanding the foregoing provisions of this paragraph 3, the Option shall become fully vested and exercisable as follows, with the
exception of paragraph (c):
(a)

The Option shall become fully exercisable upon the Date of Termination, if the Date of Termination occurs by reason of the Participant’s
death or Disability.

(b)

The Option shall become fully exercisable upon a Change in Control that occurs on or before the Date of Termination.

(c)

For Installments as to which the Restricted Period has not ended prior to the Date of Termination, if the Date of Termination occurs by
reason of the Participant’s Retirement, vesting shall continue pursuant to the foregoing schedule following the Date of Termination.
Following the Date of Termination the Restricted Period shall end in accordance with the above schedule.

Except as specified in (c), the Option may be exercised on or after the Date of Termination only as to that portion of the Covered Shares for
which it was exercisable (or became exercisable) immediately prior to the Date of Termination.
4. Expiration . The Option shall not be exercisable after the Company’s close of business on the last business day that occurs prior to the
Expiration Date. The “Expiration Date” shall be the earliest to occur of:
(a)

the ten-year anniversary of the Grant Date;

(b)

if the Participant’s Date of Termination occurs by reason of death or Disability, the one-year anniversary of such Date of Termination;

(c)

if the Participant’s Date of Termination occurs by reason of Retirement, the date on which the Expiration Date would occur if the
Participant’s Date of Termination occurred on the ten-year anniversary of the Grant Date, or if earlier, the date of the Participant’s death; or

(d)

if the Participant’s Date of Termination occurs for any reason other than those listed in subparagraph (b) or (c) of this paragraph 4, the
three-month anniversary of such Date of Termination.

5. Method of Option Exercise . Subject to these Option Terms and the Plan, the Option may be exercised in whole or in part by filing a
written notice (or by such other method as may be provided by the Committee, including but not limited to processes provided in electronic
record-keeping systems utilized for management of the Plan) with the Secretary of the Company at its corporate headquarters prior to the
Company’s close of business on the last business day that occurs prior to the Expiration Date. Such notice shall specify the number of shares of
Stock which the Participant elects to purchase, and shall be accompanied by payment of the Exercise Price for such shares of Stock indicated by
the Participant’s election. Payment shall be by cash
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or by check payable to the Company. Except as otherwise provided by the Committee before the Option is exercised: (i) all or a portion of the
Exercise Price may be paid by the Participant by delivery of shares of Stock owned by the Participant and acceptable to the Committee having an
aggregate Fair Market Value (valued as of the date of exercise) that is equal to the amount of cash that would otherwise be required; and (ii) the
Participant may pay the Exercise Price by authorizing a third party to sell shares of Stock (or a sufficient portion of the shares) acquired upon
exercise of the Option and remit to the Company a sufficient portion of the sale proceeds to pay the entire Exercise Price and any tax
withholding resulting from such exercise. The Option shall not be exercisable if and to the extent the Company determines that such exercise
would violate applicable state or Federal securities laws or the rules and regulations of any securities exchange on which the Stock is traded. If
the Company makes such a determination, it shall use all reasonable efforts to obtain compliance with such laws, rules and regulations. In
making any determination hereunder, the Company may rely on the opinion of counsel for the Company.
6. Withholding . All deliveries and distributions under these Option Terms are subject to withholding of all applicable taxes. At the
election of the Participant, and subject to such rules and limitations as may be established by the Committee from time to time, such withholding
obligations may be satisfied through the surrender of shares of Stock which the Participant already owns, or to which the Participant is otherwise
entitled under the Plan; provided, however, that such shares may be used to satisfy not more than the Company’s minimum statutory withholding
obligation (based on minimum statutory withholding rates for Federal and state tax purposes, including payroll taxes, that are applicable to such
supplemental taxable income).
7. Transferability . Except as otherwise provided by the Committee, the Option is not transferable other than as designated by the
Participant by will or by the laws of descent and distribution, and during the Participant’s life, may be exercised only by the Participant.
8. Definitions . For purposes of these Option Terms, words and phrases shall be defined as follows:
(a)

Change in Control . The term “Change in Control” shall be defined as set forth in the Plan.

(b)

Date of Termination . A Participant’s “Date of Termination” means, with respect to an employee, the date on which the Participant’s
employment with the Company and Subsidiaries terminates for any reason, and with respect to a Director, the date immediately following
the last day on which the Participant serves as a Director; provided that a Date of Termination shall not be deemed to occur by reason of a
Participant’s transfer of employment between the Company and a Subsidiary or between two Subsidiaries; further provided that a Date of
Termination shall not be deemed to occur by reason of a Participant’s cessation of service as a Director if immediately following such
cessation of service the Participant becomes or continues to be employed by the Company or a Subsidiary, nor by reason of a Participant’s
termination of employment with the Company or a Subsidiary if immediately following such termination of employment the Participant
becomes or continues to be a Director; and further provided that a Participant’s employment shall not be considered terminated while the
Participant is on a leave of absence from the Company or a Subsidiary approved by the Participant’s employer.
3

(c)

Director . The term “Director” means a member of the Board, who may or may not be an employee of the Company or a Subsidiary.

(d)

Disability . The Participant shall be considered to have a “Disability” during the period in which the Participant is unable, by reason of a
medically determinable physical or mental impairment, to engage in any substantial gainful activity, which condition, in the opinion of a
physician selected by the Committee, is expected to have a duration of not less than 120 days.

(e)

Retirement . The term “Retirement” means an employee who’s Date of Termination occurs after satisfying all of the following: (i) the
employee has provided at least ten years of service with the Company or a Related Company; (ii) the employee has attained at least age 62;
and (iii) the employee terminates employment in good standing with the Company or a Related Company, and (iv) the employee executes
an agreement and release as required by the Company which will include, without limitation, a general release, and non-competition and
non-solicitation provisions. However, with respect to exercising vested options pursuant to 4(c), above, “Retirement” shall mean the
occurrence of a Participant’s Date of Termination with the consent of the Participant’s employer after the Participant is eligible for early
retirement or normal retirement under a retirement plan maintained by the Company or the Subsidiaries.

(f)

Plan Definitions . Except where the context clearly implies or indicates the contrary, a word, term, or phrase used in the Plan is similarly
used in these Option Terms.

9. Heirs and Successors . The Option Terms shall be binding upon, and inure to the benefit of, the Company and its successors and assigns,
and upon any person acquiring, whether by merger, consolidation, purchase of assets or otherwise, all or substantially all of the Company’s
assets and business. If any rights exercisable by the Participant or benefits deliverable to the Participant under these Option Terms have not been
exercised or delivered, respectively, at the time of the Participant’s death, such rights shall be exercisable by the Designated Beneficiary, and
such benefits shall be delivered to the Designated Beneficiary, in accordance with the provisions of these Option Terms and the Plan. The
“Designated Beneficiary” shall be the beneficiary or beneficiaries designated by the Participant in a writing filed with the Committee in such
form and at such time as the Committee shall require. If a deceased Participant fails to designate a beneficiary, or if the Designated Beneficiary
does not survive the Participant, any rights that would have been exercisable by the Participant and any benefits distributable to the Participant
shall be exercised by or distributed to the legal representative of the estate of the Participant. If a deceased Participant designates a beneficiary
and the Designated Beneficiary survives the Participant but dies before the Designated Beneficiary’s exercise of all rights under these Option
Terms or before the complete distribution of benefits to the Designated Beneficiary under these Option Terms, then any rights that would have
been exercisable by the Designated Beneficiary shall be exercised by the legal representative of the estate of the Designated Beneficiary, and any
benefits distributable to the Designated Beneficiary shall be distributed to the legal representative of the estate of the Designated Beneficiary.
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10. Administration . The authority to manage and control the operation and administration of these Option Terms shall be vested in the
Committee, and the Committee shall have all powers with respect to these Option Terms as it has with respect to the Plan. Any interpretation of
the Agreement by the Committee and any decision made by it with respect to the Agreement is final and binding on all persons.
11. Plan and Corporate Records Govern . Notwithstanding anything in these Option Terms to the contrary, these Option Terms shall be
subject to the terms of the Plan, a copy of which may be obtained by the Participant from the office of the Secretary of the Company; and these
Option Terms are subject to all interpretations, amendments, rules and regulations promulgated by the Committee from time to time pursuant to
the Plan. Notwithstanding anything in the Option Terms to the contrary, in the event of any discrepancies between the corporate records
regarding this award and the Record-Keeping System, the corporate records shall control.
12. Not An Employment Contract . The Option will not confer on the Participant any right with respect to continuance of employment or
other service with the Company or any Subsidiary, nor will it interfere in any way with any right the Company or any Subsidiary would
otherwise have to terminate or modify the terms of such Participant’s employment or other service at any time.
13. Notices . Any written notices provided for in these Option Terms or the Plan shall be in writing and shall be deemed sufficiently given
if either hand delivered or if sent by fax or overnight courier, or by postage paid first class mail. Notices sent by mail shall be deemed received
three business days after mailing but in no event later than the date of actual receipt. Notices shall be directed, if to the Participant, at the
Participant’s address indicated by the Company’s records, or if to the Company, at the Company’s principal executive office.
14. Fractional Shares . In lieu of issuing a fraction of a share upon any exercise of the Option, resulting from an adjustment of the Option
pursuant to paragraph 5.2(f) of the Plan or otherwise, the Company will be entitled to pay to the Participant an amount equal to the fair market
value of such fractional share.
15. No Rights As Shareholder . The Participant shall not have any rights of a shareholder with respect to the shares subject to the Option,
until a stock certificate has been duly issued following exercise of the Option as provided herein.
16. Amendment . The Option Terms may be amended in accordance with the provisions of the Plan, and may otherwise be amended by
written agreement of the Participant and the Company without the consent of any other person.
IN WITNESS WHEREOF, the Company has caused these presents to be executed in its name and on its behalf, all as of the Grant Date.
5

ACE LIMITED
By:
Its:
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TERM LOAN AGREEMENT
TERM LOAN AGREEMENT dated as of April 1, 2008 among ACE INA Holdings Inc. (the “ Borrower ”), ACE Limited (the “
Parent ”), ACE Bermuda Insurance Ltd. (“ ACE Bermuda ”), and ACE Tempest Reinsurance Ltd. (“ ACE Tempest ”) (ACE Bermuda and ACE
Tempest, together with the Parent, the “ Guarantors ”), the banks, financial institutions and other institutional lenders listed on the signature
pages hereof as the Initial Lenders (the “ Initial Lenders ”), and Bank of America, N.A. (“ Bank of America ”), as administrative agent (together
with any successor administrative agent appointed pursuant to Article 8, the “ Administrative Agent ”) for the Lenders (as hereinafter defined).
The Borrower has requested that the Lenders provide a term loan facility, and the Lenders are willing to do so on the terms and
conditions set forth herein.
In consideration of the mutual covenants and agreements herein contained, the parties hereto covenant and agree as follows:
ARTICLE 1
D EFINITIONS A ND A CCOUNTING T ERMS
Section 1.01 . Certain Defined Terms. As used in this Agreement, the following terms shall have the following meanings (such
meanings to be equally applicable to both the singular and plural forms of the terms defined):
“ ACE Bermuda ” has the meaning specified in the recital of parties to this Agreement.
“ ACE Tempest ” has the meaning specified in the recital of parties to this Agreement.
“ Acquired Company ” means Combined Insurance Company of America.
“ Adjusted Consolidated Debt ” means, at any time, an amount equal to (i) the then outstanding Consolidated Debt of the Parent and
its Subsidiaries plus (ii) to the extent exceeding an amount equal to 15% of Total Capitalization, the then issued and outstanding amount of
Preferred Securities (other than any Mandatorily Convertible Preferred Securities).
“ Administrative Agent ” has the meaning specified in the recital of parties to this Agreement.
“ Administrative Agent’s Office ” means the Administrative Agent’s address and, as appropriate, account, as set forth on Schedule
9.02 , or such other address or account as the Administrative Agent may from time to time notify to the Borrower and the Lender.
“ Administrative Questionnaire ” means, with respect to each Lender, an administrative questionnaire in the form prepared by the
Administrative Agent, completed by such Lender and returned to the Administrative Agent (with a copy to the Borrower).
“ Advance ” has the meaning specified in Section 2.01 .
“ Affected Lender ” means any Lender that (i) has made, or notified the Borrower that an event or circumstance has occurred which
may give rise to, a demand for compensation under Section 2.08(a) or (b) or Section 2.10 (but only so long as the event or circumstance giving
rise to such demand or notice is

continuing), or (ii) has notified the Borrower (which notice has not been withdrawn) of any event or circumstance of a type described in
Section 2.08(c) .
“ Affiliate ” means, as to any Person, any other Person that, directly or indirectly, controls, is controlled by or is under common
control with such Person or is a director or officer of such Person. For purposes of this definition, the term “ control ” (including the terms “
controlling ”, “ controlled by ” and “ under common control with ”) of a Person means the possession, direct or indirect, of the power to vote 5%
or more of the Voting Interests of such Person or to direct or cause the direction of the management and policies of such Person, whether through
the ownership of Voting Interests, by contract or otherwise.
“ Agreement ” means this Term Loan Agreement dated as of April 1, 2008.
“ Applicable Lending Office ” means, with respect to each Lender, such Lender’s Domestic Lending Office in the case of a Base
Rate Advance and such Lender’s Eurodollar Lending Office in the case of a Eurodollar Rate Advance.
“ Applicable Margin ” means, as of any date, a percentage per annum determined by reference to the Pricing Schedule.
“ Approved Investment ” means any Investment that was made by the Parent or any of its Subsidiaries pursuant to investment
guidelines set forth by the board of directors of the Parent which are consistent with past practices.
“ Arranger ” means Banc of America Securities LLC, in its capacity as sole lead arranger and sole book manager.
“ Assignee ” has the meaning specified in Section 9.06(c) .
“ Assignment and Assumption ” has the meaning specified in Section 9.06(c) .
“ Bank of America ” has the meaning specified in the recital of parties to this Agreement.
“ Bankruptcy Law ” means Title 11 of the U.S. Code or any similar foreign, federal or state law for the relief of debtors.
“ Base Rate ” means for any day a fluctuating rate per annum equal to the higher of (a) the Federal Funds Rate plus 1 / 2 of 1% and
(b) the rate of interest in effect for such day as publicly announced from time to time by Bank of America as its “ prime rate. ” The “ prime rate
” is a rate set by Bank of America based upon various factors including Bank of America’s costs and desired return, general economic conditions
and other factors, and is used as a reference point for pricing some loans, which may be priced at, above, or below such announced rate. Any
change in such rate announced by Bank of America shall take effect at the opening of business on the day specified in the public announcement
of such change.
“ Base Rate Advance ” means an Advance or portion thereof that bears interest as provided in Section 2.05(a)(i) .
“ Borrower ” has the meaning specified in the recital of parties to this Agreement.
“ Borrower’s Account ” means the account of the Borrower maintained by the Borrower with Mellon Bank at its office in
Philadelphia, Pennsylvania, or such other account as the Borrower shall specify in writing to the Administrative Agent.
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“ Borrowing ” means the borrowing of simultaneous Advances made by the Lenders to the Borrower.
“ Business Day ” means a day on which banks are not required or authorized by law to close in New York City and, if the applicable
Business Day relates to any Eurodollar Rate Advance, on which dealings are carried on in the London interbank market.
“ Capitalized Leases ” means all leases that have been or should be, in accordance with GAAP, recorded as capitalized leases.
“ Change of Control ” means the occurrence of any of the following: (a) any Person or two or more Persons acting in concert shall
have acquired beneficial ownership (within the meaning of Rule 13d-3 of the Securities and Exchange Commission under the Securities
Exchange Act of 1934), directly or indirectly, of Voting Interests of the Parent (or other securities convertible into such Voting Interests)
representing 30% or more of the combined voting power of all Voting Interests of the Parent or (b) a majority of the board of directors of the
Parent shall not be Continuing Members.
“ Commitment ” means (i) with respect to each Lender listed on the Commitment Schedule, the amount set forth opposite such
Lender’s name on the Commitment Schedule, and (ii) with respect to any Person which becomes a Lender pursuant to Section 9.06(c) , the
amount of the transferor Lender’s Commitment assigned to it pursuant to Section 9.06(c), in each case as such amount may be changed from
time to time pursuant to Section 9.06(c) ; provided that, if the context so requires, the term “ Commitment ” means the obligation of a Lender to
extend credit up to such amount to the Borrower hereunder.
“ Commitment Schedule ” means the Schedule hereto denominated as such.
“ Confidential Information ” means information that any Loan Party furnishes to the Administrative Agent or any Lender, but does
not include any such information that is or becomes generally available to the public other than as a result of a breach by the Administrative
Agent or any Lender of its obligations hereunder or that is or becomes available to the Administrative Agent or such Lender from a source other
than the Loan Parties that is not, to the best of the Administrative Agent’s or such Lender’s knowledge, acting in violation of a confidentiality
agreement with a Loan Party.
“ Consolidated ” refers to the consolidation of accounts in accordance with GAAP.
“ Consolidated Net Income ” means, for any period, the net income of the Parent and its Consolidated Subsidiaries, determined on a
Consolidated basis for such period.
“ Consolidated Net Worth ” means, at any date, the Consolidated stockholders’ equity of the Parent and its Consolidated Subsidiaries
determined as of such date, provided that such determination for purposes of Section 5.04 shall be made without giving effect to adjustments
pursuant to Statement No. 115 of the Financial Accounting Standards Board of the United States of America.
“ Contingent Obligation ” means, with respect to any Person, any obligation or arrangement of such Person to guarantee or intended
to guarantee any Debt, leases, dividends or other payment obligations (“ primary obligations ”) of any other Person (the “ primary obligor ”) in
any manner, whether directly or indirectly, including (a) the direct or indirect guarantee, endorsement (other than for collection or deposit in the
ordinary course of business), co-making, discounting with recourse or sale with recourse by such Person of the obligation of a primary obligor,
(b) the obligation to make take-or-pay or similar payments, if required, regardless of nonperformance by any other party or parties to an
agreement or (c)
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any obligation of such Person, whether or not contingent, (i) to purchase any such primary obligation or any property constituting direct or
indirect security therefor, (ii) to advance or supply funds (A) for the purchase or payment of any such primary obligation or (B) to maintain
working capital or equity capital of the primary obligor or otherwise to maintain the net worth or solvency of the primary obligor, (iii) to
purchase property, assets, securities or services primarily for the purpose of assuring the owner of any such primary obligation of the ability of
the primary obligor to make payment of such primary obligation or (iv) otherwise to assure or hold harmless the holder of such primary
obligation against loss in respect thereof; provided, however, that Contingent Obligations shall not include any obligations of such Person arising
under insurance contracts entered into in the ordinary course of business. The amount of any Contingent Obligation shall be deemed to be an
amount equal to the stated or determinable amount of the primary obligation in respect of which such Contingent Obligation is made (or, if less,
the maximum amount of such primary obligation for which such Person may be liable pursuant to the terms of the instrument evidencing such
Contingent Obligation) or, if not stated or determinable, the maximum reasonably anticipated liability in respect thereof (assuming such Person
is required to perform thereunder), as determined by such Person in good faith.
“ Continuing Member ” means a member of the Board of Directors of the Parent who either (i) was a member of the Parent’s Board
of Directors on the date of execution and delivery of this Agreement by the Parent and has been such continuously thereafter or (ii) became a
member of such Board of Directors after such date and whose election or nomination for election was approved by a vote of the majority of the
Continuing Members then members of the Parent’s Board of Directors.
“ Conversion ”, “ Convert ” and “ Converted ” each refer to a conversion of Advances or portions thereof of one Type into Advances
of the other Type pursuant to Section 2.07 or 2.08.
“ Debenture ” means debt securities issued by the Borrower or the Parent to a Special Purpose Trust in exchange for proceeds of
Preferred Securities and common securities of such Special Purpose Trust.
“ Debt ” of any Person means, without duplication for purposes of calculating financial ratios, (a) all indebtedness of such Person for
borrowed money, (b) all obligations of such Person for the deferred purchase price of property or services (other than trade payables incurred in
the ordinary course of such Person’s business), (c) all obligations of such Person evidenced by notes, bonds, debentures or other similar
instruments, (d) all obligations of such Person created or arising under any conditional sale or other title retention agreement with respect to
property acquired by such Person (even though the rights and remedies of the seller or lender under such agreement in the event of default are
limited to repossession or sale of such property), (e) all obligations of such Person as lessee under Capitalized Leases (excluding imputed
interest), (f) all obligations of such Person under acceptance, letter of credit or similar facilities, (g) all obligations of such Person to purchase,
redeem, retire, defease or otherwise make any payment in respect of any Equity Interests (except for obligations to pay for Equity Interests
within customary settlement periods) in such Person or any other Person or any warrants, rights or options to acquire such capital stock
(excluding payments under a contract for the forward sale of ordinary shares of such Person issued in a public offering), valued, in the case of
Redeemable Preferred Interests, at the greater of its voluntary or involuntary liquidation preference plus accrued and unpaid dividends, (h) all
Contingent Obligations of such Person in respect of Debt (of the types described above) of any other Person and (i) all indebtedness and other
payment obligations referred to in clauses (a) through (h) above of another Person secured by (or for which the holder of such Debt has an
existing right, contingent or otherwise, to be secured by) any Lien on property (including accounts and contract rights) owned by such Person,
even though such Person has not assumed or become liable for the payment of such indebtedness or other payment obligations; provided,
however, that the amount of Debt of such Person under clause (a)
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above shall, if such Person has not assumed or otherwise become liable for any such Debt, be limited to the lesser of the principal amount of
such Debt or the fair market value of all property of such Person securing such Debt; provided further that “ Debt ” shall not include obligations
in respect of insurance or reinsurance contracts entered into in the ordinary course of business or any obligations of such Person (1) to purchase
securities (or other property) which arise out of or in connection with the sale of the same or substantially similar securities (or other property) or
(2) to return collateral consisting of securities arising out of or in connection with the loan of the same or substantially similar securities;
provided further that, solely for purposes of Section 5.04 and the definitions of “ Adjusted Consolidated Debt ” and “ Total Capitalization ”, “
Debt ” shall not include (x) any contingent obligations of any Person under or in connection with acceptance, letter of credit or similar facilities
or (y) obligations of the Parent or the Borrower under any Debentures or under any subordinated guaranty of any Preferred Securities or
obligations of a Special Purpose Trust under any Preferred Securities.
“ Default ” means any Event of Default or any event that would constitute an Event of Default but for the requirement that notice be
given or time elapse or both.
“ Designated Lender ” means, with respect to any Designating Lender, an Eligible Designee designated by it pursuant to
Section 9.07(a) as a Designated Lender for purposes of this Agreement.
“ Designating Lender ” means, with respect to each Designated Lender, the Lender that designated such Designated Lender pursuant
to Section 9.07(a) .
“ Domestic Lending Office ” means, with respect to any Lender, the office of such Lender specified as its “ Domestic Lending
Office ” in its Administrative Questionnaire or such other office of such Lender as such Lender may from time to time specify to the Borrower
and the Administrative Agent.
“ Effective Date ” means the first date on which the conditions set forth in Section 3.01 shall have been satisfied.
“ Eligible Designee ” means a special purpose entity that (i) is organized under the laws of the United States or any state thereof,
(ii) is engaged in making, purchasing or otherwise investing in commercial loans in the ordinary course of its business and (iii) issues (or the
parent of which issues) commercial paper rated at least A-1 or the equivalent thereof by S&P or at least P-1 or the equivalent thereof by
Moody’s.
“ Environmental Action ” means any action, suit, demand, demand letter, claim, notice of non-compliance or violation, notice of
liability or potential liability, investigation, proceeding, consent order or consent agreement relating in any way to any Environmental Law, any
Environmental Permit or Hazardous Material or arising from alleged injury or threat to health, safety or the environment, including (a) by any
governmental or regulatory authority for enforcement, cleanup, removal, response, remedial or other actions or damages and (b) by any
governmental or regulatory authority or third party for damages, contribution, indemnification, cost recovery, compensation or injunctive relief.
“ Environmental Law ” means any Federal, state, local or foreign statute, law, ordinance, rule, regulation, code, order, writ,
judgment, injunction, decree or judicial or agency interpretation, policy or guidance relating to pollution or protection of the environment, health,
safety or natural resources, including those relating to the use, handling, transportation, treatment, storage, disposal, release or discharge of
Hazardous Materials.
“ Environmental Permit ” means any permit, approval, identification number, license or other authorization required under any
Environmental Law.
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“ Equity Interests ” means, with respect to any Person, shares of capital stock of (or other ownership or profit interests in) such
Person, warrants, options or other rights for the purchase or other acquisition from such Person of shares of capital stock of (or other ownership
or profit interests in) such Person, securities convertible into or exchangeable for shares of capital stock of (or other ownership or profit interests
in) such Person or warrants, rights or options for the purchase or other acquisition from such Person of such shares (or such other interests), and
other ownership or profit interests in such Person (including partnership, member or trust interests therein), whether voting or nonvoting, and
whether or not such shares, warrants, options, rights or other interests are authorized or otherwise existing on any date of determination.
“ ERISA ” means the Employee Retirement Income Security Act of 1974.
“ ERISA Affiliate ” means any Person that for purposes of Title IV of ERISA is a member of the controlled group of any Loan Party,
or under common control with any Loan Party, within the meaning of Section 414 of the Internal Revenue Code or Section 4001 of ERISA.
“ Eurocurrency Liabilities ” has the meaning specified in Regulation D of the Board of Governors of the Federal Reserve System, as
in effect from time to time.
“ Eurodollar Lending Office ” means, with respect to any Lender, the office of such Lender specified as its “ Eurodollar Lending
Office ” in its Administrative Questionnaire (or, if no such office is specified, its Domestic Lending Office), or such other office of such Lender
as such Lender may from time to time specify to the Borrower and the Administrative Agent.
“ Eurodollar Rate ” means, for any Interest Period for all Eurodollar Rate Advances subject to such Interest Period, the rate per
annum equal to the British Bankers Association LIBOR Rate (“ BBA LIBOR ”), as published by Reuters (or other commercially available
source providing quotations of BBA LIBOR as designated by the Administrative Agent from time to time) at approximately 11:00 a.m., London
time, two Business Days prior to the commencement of such Interest Period, for deposits in United States dollars (for delivery on the first day of
such Interest Period) with a term equivalent to such Interest Period. If such rate is not available at such time for any reason, then the “
Eurodollar Rate ” for such Interest Period shall be the rate per annum determined by the Administrative Agent to be the rate at which deposits in
United States dollars for delivery on the first day of such Interest Period in same day funds in the approximate amount of the Eurodollar Rate
Advance being made, continued or converted by Bank of America and with a term equivalent to such Interest Period would be offered by Bank
of America’s London Branch to major banks in the London interbank eurodollar market at their request at approximately 11:00 a.m. (London
time) two Business Days prior to the commencement of such Interest Period.
“ Eurodollar Rate Advance ” means an Advance or portion thereof that bears interest as provided in Section 2.05(a)(ii) .
“ Eurodollar Rate Reserve Percentage ” means, for any Interest Period for all Eurodollar Rate Advances subject to such Interest
Period, the reserve percentage applicable two Business Days before the first day of such Interest Period under regulations issued from time to
time by the Board of Governors of the Federal Reserve System (or any successor) for determining the maximum reserve requirement (including
any emergency, supplemental or other marginal reserve requirement) for a member bank of the Federal Reserve System in New York City with
respect to liabilities or assets consisting of or including Eurocurrency Liabilities (or with respect to any other category of liabilities that includes
deposits by
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reference to which the interest rate on Eurodollar Rate Advances is determined) having a term equal to such Interest Period.
“ Events of Default ” has the meaning specified in Section 6.01 .
“ Facility ” means, at any time, the aggregate amount of the Lenders’ Commitments at such time.
“ Federal Funds Rate ” means, for any day, a fluctuating interest rate per annum equal for such day to the weighted average of the
rates on overnight Federal funds transactions with members of the Federal Reserve System arranged by Federal funds brokers, as published for
such day (or, if such day is not a Business Day, for the next preceding Business Day) by the Federal Reserve Bank of New York, or, if such rate
is not so published for any day that is a Business Day, the average rate (rounded upward, if necessary, to a whole multiple of 1 / 100 of 1%)
charged to Bank of America on such day on such transactions, as determined by the Administrative Agent.
“ Fee Letter ” means the fee letter dated January 28, 2008 among the Borrower, the Administrative Agent, Bank of America, and the
Arranger.
“ Fiscal Year ” means a fiscal year of the Parent and its Consolidated Subsidiaries ending on December 31 in any calendar year.
“ Foreign Government Scheme or Arrangement ” has the meaning specified in Section 4.01(l)(ii) .
“ Foreign Plan ” has the meaning specified in Section 4.01(l)(ii) .
“ GAAP ” has the meaning specified in Section 1.03 .
“ Guarantors ” has the meaning specified in the recital of parties to this Agreement.
“ Guaranty ” means the undertaking by each of the Guarantors under Article 7 .
“ Hazardous Materials ” means (a) petroleum or petroleum products, by-products or breakdown products, radioactive materials,
asbestos-containing materials, polychlorinated biphenyls and radon gas and (b) any other chemicals, materials or substances designated,
classified or regulated as hazardous or toxic or as a pollutant or contaminant under any Environmental Law.
“ Hedge Agreements ” means interest rate swap, cap or collar agreements, interest rate future or option contracts, currency swap
agreements, currency future or option contracts and other hedging agreements.
“ Indemnified Party ” has the meaning specified in Section 9.04(b) .
“ Initial Lenders ” has the meaning specified in the recital of parties to this Agreement.
“ Interest Period ” means, for each Eurodollar Rate Advance subject to such Interest Period, the period commencing on the date of
such Eurodollar Rate Advance or the date of the Conversion of any Base Rate Advance into such Eurodollar Rate Advance, and ending on the
last day of the period selected by the Borrower pursuant to the provisions below and, thereafter, each subsequent period commencing on the last
day of the immediately preceding Interest Period and ending on the last day of the period selected by the Borrower pursuant to the provisions
below. The duration of each such Interest Period shall be one,
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two or three weeks or one, two, three or six months, as the Borrower may, upon notice received by the Administrative Agent not later than
11:00 a.m. (New York City time) on the third Business Day prior to the first day of such Interest Period, select; provided, however, that:
(a) the Borrower may not select any Interest Period with respect to any Eurodollar Rate Advance that ends after the Maturity Date;
(b) whenever the last day of any Interest Period would otherwise occur on a day other than a Business Day, the last day of such
Interest Period shall be extended to occur on the next succeeding Business Day, provided, however, that, if such extension would cause the last
day of such Interest Period to occur in the next following calendar month, the last day of such Interest Period shall occur on the next preceding
Business Day; and
(c) whenever the first day of any Interest Period (other than a one, two or three week Interest Period) occurs on a day of an initial
calendar month for which there is no numerically corresponding day in the calendar month that succeeds such initial calendar month by the
number of months equal to the number of months in such Interest Period, such Interest Period shall end on the last Business Day of such
succeeding calendar month.
“ Internal Revenue Code ” means the Internal Revenue Code of 1986.
“ Investment ” in any Person means any loan or advance to such Person, any purchase or other acquisition of any Equity Interests or
Debt or the assets comprising a division or business unit or a substantial part or all of the business of such Person, any capital contribution to
such Person or any other direct or indirect investment in such Person, including any acquisition by way of a merger or consolidation and any
arrangement pursuant to which the investor incurs Debt of the types referred to in clause (h) or (i) of the definition of “ Debt ” in respect of such
Person; provided, however, that any purchase by any Loan Party or any Subsidiary of any catastrophe-linked instruments which are (x) issued
for the purpose of transferring traditional reinsurance risk to the capital markets and (y) purchased by such Loan Party or Subsidiary in
accordance with its customary reinsurance underwriting procedures, or the entry by any Loan Party or any Subsidiary into swap transactions
relating to such instruments in accordance with such procedures, shall be deemed to be the entry by such Person into a reinsurance contract and
shall not be deemed to be an Investment by such Person.
“ Lender ” means (i) each bank or other institution listed on the Commitment Schedule, (ii) each Person which becomes a Lender
pursuant to Section 9.06(c) and (iii) their respective successors.
“ Lien ” means any lien, security interest or other charge or encumbrance of any kind, or any other type of preferential arrangement,
including the lien or retained security title of a conditional vendor and any easement, right of way or other encumbrance on title to real property.
“ Loan Documents ” means (i) this Agreement, (ii) each Note (if any) and (iii) the Fee Letter.
“ Loan Parties ” means the Borrower and the Guarantors.
“ Loan Party Materials ” has the meaning specified in Section 5.03 .
“ Mandatorily Convertible Preferred Securities ” means units comprised of (i) Preferred Securities or preferred shares of the Parent
and (ii) a contract for the sale of ordinary shares of the Parent.
“ Margin Stock ” has the meaning specified in Regulation U.
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“ Material Adverse Change ” means any material adverse change in the business, financial condition, operations or properties of the
Parent and its Subsidiaries, taken as a whole.
“ Material Adverse Effect ” means a material adverse effect on (a) the business, condition, operations or properties of the Parent and
its Subsidiaries, taken as a whole, (b) the rights and remedies of the Administrative Agent or any Lender under any Loan Document or (c) the
ability of the Loan Parties, taken as a whole, to perform their obligations under the Loan Documents.
“ Material Financial Obligation ” means a principal amount of Debt and/or payment obligations in respect of any Hedge Agreement
of the Parent and/or one or more of its Subsidiaries arising in one or more related or unrelated transactions exceeding in the aggregate
$50,000,000.
“ Material Subsidiary ” means (i) any Subsidiary of the Parent that has more than $10,000,000 in assets or that had more than
$10,000,000 of revenue during the most recent period of four fiscal quarters for which financial statements are available, and (ii) any Subsidiary
that is the direct or indirect parent company of any Subsidiary that qualifies as a “Material Subsidiary” under clause (i) above.
“ Maturity Date ” means April 1, 2013; provided that if such date is not a Business Day, the Maturity Date shall be the next
preceding Business Day.
“ Minimum Amount ” has the meaning set forth in Section 5.04(b) .
“ Moody’s ” means Moody’s Investors Service, Inc.
“ Multiemployer Plan ” means a multiemployer plan, as defined in Section 4001(a)(3) of ERISA, to which any Loan Party or any
ERISA Affiliate is making or accruing an obligation to make contributions, or has within any of the preceding five plan years made or accrued
an obligation to make contributions.
“ Note ” means a promissory note of the Borrower, substantially in the form of Exhibit A hereto, evidencing the obligation of the
Borrower to repay the Advance made by a Lender, and “ Notes ” means all such promissory notes issued hereunder.
“ Notice of Borrowing ” has the meaning specified in Section 2.02(a) .
“ OFAC ” means the U.S. Department of the Treasury’s Office of Foreign Assets Control, and any successor thereto.
“ Other Taxes ” has the meaning specified in Section 2.10(b) .
“ Parent ” has the meaning specified in the recital of parties to this Agreement.
“ Participant ” has the meaning specified in Section 9.06(b) .
“ PBGC ” means the Pension Benefit Guaranty Corporation (or any successor).
“ Pension Plan ” means a “ pension plan ”, as such term is defined in Section 3(2) of ERISA, which is subject to title IV of ERISA
(other than any “ multiemployer plan ” as such term is defined in section 4001(a)(3) of ERISA), and to which any Loan Party or any ERISA
Affiliate may have any liability, including any liability by reason of having been a substantial employer within the meaning of
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section 4063 of ERISA at any time during the preceding five years, or by reason of being deemed to be a contributing sponsor under section
4069 of ERISA.
“ Permitted Liens ” means such of the following as to which no enforcement, collection, execution, levy or foreclosure proceeding
shall have been commenced or which are being contested in good faith by appropriate proceedings: (a) Liens for taxes, assessments and
governmental charges or levies not yet due and payable; (b) Liens imposed by law, such as material men’s, mechanics’, carriers’, workmen’s and
repairmen’s Liens and other similar Liens arising in the ordinary course of business securing obligations that are not overdue for a period of
more than 90 days; (c) pledges or deposits to secure obligations under workers’ compensation laws or similar legislation or to secure public or
statutory obligations; and (d) easements, rights of way and other encumbrances on title to real property that do not render title to the property
encumbered thereby unmarketable or materially adversely affect the use of such property for its present purposes.
“ Person ” means an individual, partnership, corporation (including a business trust), limited liability company, joint stock company,
trust, unincorporated association, joint venture or other entity, or a government or any political subdivision or agency thereof.
“ Platform ” has the meaning specified in Section 5.03 .
“ Preferred Interests ” means, with respect to any Person, Equity Interests issued by such Person that are entitled to a preference or
priority over any other Equity Interests issued by such Person upon any distribution of such Person’s property and assets, whether by dividend or
upon liquidation.
“ Preferred Securities ” means (i) preferred securities issued by a Special Purpose Trust which shall provide, among other things,
that dividends shall be payable only out of proceeds of interest payments on the applicable Debentures, or (ii) other instruments that are treated
in whole or in part as equity by either or both of S&P and Moody’s (or any successor to either of the foregoing) while being treated as debt for
tax purposes.
“ Pricing Schedule ” means the Schedule hereto denominated as such.
“ Pro Rata Share ” of any amount means, with respect to any Lender at any time, the product of such amount times a fraction the
numerator of which is the amount of such Lender’s Commitment at such time (or, if the Commitments shall have been terminated pursuant to
Section 6.01 , such Lender’s Commitment as in effect immediately prior to such termination) and the denominator of which is the Facility at
such time (or, if the Commitments shall have been terminated pursuant to Section 6.01 , the Facility as in effect immediately prior to such
termination).
“ Public Lender ” has the meaning specified in Section 5.03.
“ Purchase Agreement ” means the Stock Purchase Agreement dated as of December 14, 2007, between AON Corporation and the
Parent.
“ Redeemable ” means, with respect to any Equity Interest, any Debt or any other right or obligation, any such Equity Interest, Debt,
right or obligation that (a) the issuer has undertaken to redeem at a fixed or determinable date or dates, whether by operation of a sinking fund or
otherwise, or upon the occurrence of a condition not solely within the control of the issuer or (b) is redeemable at the option of the holder.
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“ Regulation U ” means Regulation U of the Board of Governors of the Federal Reserve System, as in effect from time to time.
“ Required Lenders ” means, at any time, Lenders owed or holding at least a majority in interest of (a) the aggregate amount of the
Commitments, if the Commitments are in existence at such time, or (b) the aggregate principal amount of all outstanding Advances at such time.
“ Responsible Officer ” means the Chairman, Chief Executive Officer, President, Chief Financial Officer, Chief Accounting Officer,
Treasurer or General Counsel of the appropriate Loan Party.
“ Sanctioned Country ” means a country subject to a sanctions program identified on the list maintained by OFAC and available at
http://www.treas.gov/offices/enforcement/ofac/sanctions/ , or as otherwise published by OFAC from time to time.
“ Sanctioned Person ” means (i) a Person named on the list of Specially Designated Nationals or Blocked Persons maintained by
OFAC available at http://www.treas.gov/offices/enforcement/ofac/sdn/t11sdn.pdf , or as otherwise published by OFAC from time to time, or
(ii) (A) an agency of the government of a Sanctioned Country, or (B) a Person resident in a Sanctioned Country, to the extent subject to a
sanctions program administered by OFAC.
“ S&P ” means Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc.
“ Securitization Transaction ” means any sale, assignment or other transfer by the Parent or any Subsidiary of any accounts
receivable, premium finance loan receivables, lease receivables or other payment obligations owing to the Parent or such Subsidiary or any
interest in any of the foregoing, together in each case with any collections and other proceeds thereof, any collection or deposit accounts related
thereto, and any collateral, guaranties or other property or claims in favor of the Parent or such Subsidiary supporting or securing payment by the
obligor thereon of, or otherwise related to, any such receivables.
“ Significant Subsidiary ” means a Subsidiary of the Parent that is a “ significant subsidiary ” of the Parent under Regulation S-X
promulgated by the Securities and Exchange Commission.
“ Solvent ” and “ Solvency ” mean, with respect to any Person on a particular date, that on such date (a) the fair value of the property
of such Person is greater than the total amount of liabilities, including contingent liabilities, of such Person, (b) the present fair salable value of
the assets of such Person is not less than the amount that will be required to pay the probable liability of such Person on its debts as they become
absolute and matured, (c) such Person does not intend to, and does not believe that it will, incur debts or liabilities beyond such Person’s ability
to pay such debts and liabilities as they mature and (d) such Person is not engaged in business or a transaction, and is not about to engage in
business or a transaction, for which such Person’s property would constitute an unreasonably small capital. The amount of contingent liabilities
at any time shall be computed as the amount that, in the light of all the facts and circumstances existing at such time, represents the amount that
can reasonably be expected to become an actual or matured liability.
“ Special Purpose Trust ” means a special purpose business trust established by the Parent or the Borrower of which the Parent or
the Borrower will hold all the common securities, which will be the issuer of Preferred Securities, and which will loan to the Parent or the
Borrower (such loan being evidenced by Debentures) the net proceeds of the issuance and sale of the Preferred Securities and common securities
of such Special Purpose Trust.
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“ Subsidiary ” of any Person means any corporation, partnership, joint venture, limited liability company, trust or estate of which (or
in which) more than 50% of (a) the issued and outstanding capital stock having ordinary voting power to elect a majority of the Board of
Directors of such corporation (irrespective of whether at the time capital stock of any other class or classes of such corporation shall or might
have voting power upon the occurrence of any contingency), (b) the interest in the capital or profits of such partnership, joint venture or limited
liability company or (c) the beneficial interest in such trust or estate is at the time directly or indirectly owned or controlled by such Person, by
such Person and one or more of its other Subsidiaries or by one or more of such Person’s other Subsidiaries.
“ Taxes ” has the meaning specified in Section 2.10(a) .
“ Ticking Fee ” means a fee in an amount equal to 8.0 basis points on the aggregate Commitments of the Lenders, which shall
commence to accrue on April 1, 2008 (unless the Effective Date occurs on or prior to such date) and shall continue to accrue through the earlier
of the Effective Date or July 31, 2008 (the “ Payment Date ”). The Ticking Fee will be for the account of each Lender based on the amount of
such Lender’s Commitment on the Payment Date.
“ Total Capitalization ” means, at any time, an amount (without duplication) equal to (i) the then outstanding Consolidated Debt of
the Parent and its Subsidiaries plus (ii) Consolidated stockholders equity of the Parent and its Subsidiaries plus (without duplication) (iii) the
then issued and outstanding amount of Preferred Securities (including Mandatorily Convertible Preferred Securities) and (without duplication)
Debentures.
“ Transaction ” has the meaning specified in Section 2.12 .
“ Type ” refers to the distinction between Advances or portions thereof bearing interest at the Base Rate and Advances or portions
thereof bearing interest at the Eurodollar Rate.
“ Voting Interests ” means shares of capital stock issued by a corporation, or equivalent Equity Interests in any other Person, the
holders of which are ordinarily, in the absence of contingencies, entitled to vote for the election of directors (or persons performing similar
functions) of such Person, even if the right so to vote has been suspended by the happening of such a contingency.
“ Welfare Plan ” means a welfare plan, as defined in Section 3(1) of ERISA, that is maintained for employees of any Loan Party or
in respect of which any Loan Party could have liability.
“ Withdrawal Liability ” has the meaning specified in Part I of Subtitle E of Title IV of ERISA.
Section 1.02 . Computation of Time Periods; Other Definitional Provisions. In this Agreement and the other Loan Documents in the
computation of periods of time from a specified date to a later specified date, the word “ from ” means “ from and including ” and the words “ to
” and “ until ” each mean “ to but excluding ”. References in the Loan Documents to (a) any agreement or contract shall mean such agreement or
contract as amended, amended and restated, supplemented or otherwise modified from time to time in accordance with its terms and (b) any law
shall mean such law as amended, supplemented or otherwise modified from time to time (including any successor thereto) and all rules,
regulations, guidelines and decisions interpreting or implementing such law. The term “including” means “including without limitation” and
derivatives of such term have a corresponding meaning.
Section 1.03 . Accounting Terms and Determinations. Unless otherwise specified herein, all accounting terms used herein shall be
interpreted, all accounting determinations hereunder shall be made, and all financial statements required to be delivered hereunder shall be
prepared in accordance with
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generally accepted accounting principles as in effect from time to time in the United States of America (“ GAAP ”), applied on a basis consistent
(except for changes concurred in by the Parent’s independent public accountants) with the most recent audited consolidated financial statements
of the Parent and its Subsidiaries delivered to the Lenders; provided that, if the Parent notifies the Administrative Agent that the Parent wishes to
amend any covenant in Article 5 to eliminate the effect of any change in generally accepted accounting principles on the operation of such
covenant (or if the Administrative Agent notifies the Parent that the Required Lenders wish to amend Article 5 for such purpose), then the
Parent’s compliance with such covenant shall be determined on the basis of generally accepted accounting principles in effect immediately
before the relevant change in generally accepted accounting principles became effective (and, concurrently with the delivery of any financial
statements required to be delivered hereunder, the Parent shall provide a statement of reconciliation conforming such financial information to
such generally accepted accounting principles as previously in effect), until either such notice is withdrawn or such covenant is amended in a
manner satisfactory to the Parent and the Required Lenders.
ARTICLE 2
A MOUNTS A ND T ERMS O F T HE A DVANCES
Section 2.01. Term Loan Facility. Subject to the terms and conditions set forth herein, each Lender severally agrees to make a single
advance (an “ Advance ”) to the Borrower on the Effective Date in a principal amount that will not result in (a) such Lender’s Advance
exceeding such Lender’s Commitment and (b) the sum of the Advances made by all the Lenders exceeding the aggregate Commitments of all
the Lenders. The Borrowing shall consist of Advances made simultaneously by the Lenders in accordance with their respective Pro Rata Shares
of the Facility. Amounts borrowed under this Section 2.01 and repaid or prepaid may not be reborrowed. Advances or portions thereof may be
Base Rate Advances or Eurodollar Rate Advances, as further provided herein.
Section 2.02 Making the Advances. (a) The Borrowing shall be made on notice, given not later than 11:00 a.m. (New York City time)
on the third Business Day prior to the proposed date of the Borrowing in the case of Advances or portions thereof consisting of Eurodollar Rate
Advances, or not later than 10:30 a.m. (New York City time) on the proposed date of the Borrowing in the case of Advances or portions thereof
consisting of Base Rate Advances, by the Borrower to the Administrative Agent. Such notice of the Borrowing (the “ Notice of Borrowing ”)
shall be by telephone, confirmed immediately in writing, or facsimile, in substantially the form of Exhibit B hereto, specifying therein the
requested (i) date of the Borrowing, (ii) Type of Advances comprising the Borrowing, (iii) aggregate amount of the Borrowing and (iv) in the
case of Advances (or portions thereof) consisting of Eurodollar Rate Advances, the initial Interest Period for such Advances. Each Lender shall,
before 12:00 noon (New York City time) on the date of the Borrowing, make available for the account of its Applicable Lending Office to the
Administrative Agent at the Administrative Agent’s Office, in same day funds, such Lender’s Pro Rata Share of the Borrowing. After the
Administrative Agent’s receipt of such funds and upon fulfillment of the applicable conditions set forth in Article 3 , the Administrative Agent
will make such funds available to the Borrower by crediting the Borrower’s Account.
(b) Anything in subsection (a) above to the contrary notwithstanding, (i) the Borrower may not select Eurodollar Rate Advances if the
obligation of the Lenders to make Eurodollar Rate Advances shall then be suspended pursuant to Section 2.07 or 2.08 and (ii) no more than 10
Interest Periods may be in effect at any time.
(c) The Notice of Borrowing shall be irrevocable and binding on the Borrower. If the Borrower requests Eurodollar Rate Advances in the
Notice of Borrowing, the Borrower shall indemnify
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each Lender against any loss, cost or expense incurred by such Lender as a result of any failure to fulfill on or before the date specified in the
Notice of Borrowing the applicable conditions set forth in Article 3 , including any loss (excluding loss of anticipated profits), cost or expense
incurred by reason of the liquidation or reemployment of deposits or other funds acquired by such Lender to fund the Advance to be made by
such Lender as part of the Borrowing when such Advance, as a result of such failure, is not made on such date.
(d) Unless the Administrative Agent shall have received notice from a Lender prior to 12:00 noon (New York City time) on the date of the
Borrowing that such Lender will not make available to the Administrative Agent such Lender’s ratable portion of the Borrowing, the
Administrative Agent may assume that such Lender has made such portion available to the Administrative Agent on the date of the Borrowing in
accordance with subsection (a) of this Section 2.02 and the Administrative Agent may, in reliance upon such assumption, make available to the
Borrower on such date a corresponding amount. If and to the extent that such Lender shall not have so made such ratable portion available to the
Administrative Agent, such Lender and the Borrower severally agree to repay or pay to the Administrative Agent forthwith on demand such
corresponding amount and to pay interest thereon, for each day from the date such amount is made available to the Borrower until the date such
amount is repaid or paid to the Administrative Agent, at (i) in the case of the Borrower, the interest rates applicable to such amounts under
Section 2.05 and (ii) in the case of such Lender, the Federal Funds Rate. If such Lender shall pay to the Administrative Agent such
corresponding amount, such amount so paid shall constitute such Lender’s Advance as part of the Borrowing for all purposes.
(e) The failure of any Lender to make the Advance to be made by it as part of the Borrowing shall not relieve any other Lender of its
obligation, if any, hereunder to make its Advance on the date of the Borrowing, but no Lender shall be responsible for the failure of any other
Lender to make the Advance to be made by such other Lender on the date of the Borrowing.
Section 2.03 . Repayment of Advances. The Borrower shall repay to the Administrative Agent for the ratable account of the Lenders
on the Maturity Date the aggregate outstanding principal amount of the Advances then outstanding.
Section 2.04. Prepayments. (a) Optional Prepayments. The Borrower may, upon notice given not later than 11:00 a.m. (New York
City Time) on the Business Day on which such prepayment is to be made, in the case of Base Rate Advances, or on the Business Day prior to the
date on which such prepayment is to be made, in the case of Eurodollar Rate Advances, in each case to the Administrative Agent stating the
proposed date and aggregate principal amount of the prepayment, and if such notice is given the Borrower shall, prepay the outstanding
aggregate principal amount of the Advances notified to be prepaid, together with accrued interest to the date of such prepayment on the
aggregate principal amount prepaid; provided, however, that (x) each partial prepayment shall be in an aggregate principal amount of
$10,000,000 or an integral multiple of $1,000,000 in excess thereof and (y) if any prepayment of a Eurodollar Rate Advance is made on a date
other than the last day of an Interest Period for such Eurodollar Rate Advance, the Borrower shall also pay any amounts owing pursuant to
Section 9.04(c) .
(b) Mandatory Prepayments . The Borrower shall prepay all Advances, together with all accrued interest thereon and all other amounts
owing under the Loan Documents, immediately upon the occurrence of either (i) a Change of Control or (ii) the sale of all or substantially all of
the assets of the Borrower or the Parent.
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Section 2.05 . Interest. (a) Scheduled Interest . The Borrower shall pay interest on the unpaid principal amount of each Advance (or
the relevant portion thereof) owing to each Lender from the date of such Advance until such principal amount shall be paid in full, at the
following rates per annum:
(i) Base Rate Advances . During such periods as such Advance or a portion thereof is a Base Rate Advance, a rate per annum
equal at all times to the Base Rate in effect from time to time, payable in arrears quarterly on the last day of each March, June,
September and December during such periods and on the Maturity Date.
(ii) Eurodollar Rate Advances . During such periods as such Advance or a portion thereof is a Eurodollar Rate Advance, a rate
per annum equal at all times during each Interest Period for such Advance to the sum of (A) the Eurodollar Rate for the applicable
Interest Period for such Advance plus (B) the Applicable Margin in effect from time to time, payable in arrears on the last day of
such Interest Period and, if such Interest Period has a duration of more than three months, on each day that occurs during such
Interest Period every three months from the first day of such Interest Period and on the date such Eurodollar Rate Advance shall be
Converted or paid in full.
(iii) Regulation D Compensation . Each Lender that is subject to reserve requirements of the Board of Governors of the Federal
Reserve System (or any successor) may require the Borrower to pay, contemporaneously with each payment of interest on Eurodollar
Rate Advances, additional interest on the related Eurodollar Rate Advances of such Lender at the rate per annum equal to the excess
of (i)(A) the applicable Eurodollar Rate, divided by (B) one minus the Eurodollar Rate Reserve Requirement over (ii) the rate
specified in clause (i)(A). Any Lender wishing to require payment of such additional interest shall so notify the Borrower directly, in
which case such additional interest on the Eurodollar Rate Advances of such Lender shall be payable to such Lender at the place
indicated in such notice with respect to each Interest Period commencing after the giving of such notice.
(b) Default Interest . Upon the occurrence and during the existence of an Event of Default under Section 6.01(a) or 6.01(g) or at the
request of the Required Lenders during the existence of any other Event of Default, the Borrower shall pay interest on (i) the unpaid principal
amount of each Advance owing to each Lender, payable in arrears on the dates referred to in clause (a)(i) or (a)(ii) above and at a rate per annum
equal at all times to 2% per annum above the rate per annum required to be paid on such Advance pursuant to clause (a)(i) or (a)(ii) above and
(ii) to the fullest extent permitted by law, the amount of any interest, fee or other amount payable under the Loan Documents that is not paid
when due, from the date such amount shall be due until such amount shall be paid in full, payable in arrears on the date such amount shall be
paid in full and on demand, at a rate per annum equal at all times to 2% per annum above the rate per annum required to be paid, in the case of
interest, on the Type of Advance on which such interest has accrued pursuant to clause (a)(i) or (a)(ii) above and, in all other cases, on Base Rate
Advances pursuant to clause (a)(i) above.
(c) Notice of Interest Periods and Interest Rates; Limitation on Interest Periods . Promptly after receipt of the Notice of Borrowing
pursuant to Section 2.02 , a notice of Conversion pursuant to Section 2.07 or a notice of selection or continuation of an Interest Period pursuant
to the terms of the definition of “ Interest Period ”, the Administrative Agent shall notify each Lender thereof and, if applicable, of any Interest
Period for Eurodollar Rate Advances requested therein. Promptly after the determination of the applicable interest rate for any Interest Period,
the Administrative Agent shall notify the Borrower and each Lender thereof. The aggregate principal amount of Eurodollar Rate Advances
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subject to a particular Interest Period shall at all times be $10,000,000 or a higher integral multiple of $1,000,000.
Section 2.06 . Fees. The Borrower agrees that it shall pay to the Administrative Agent and the Arranger the fees set forth in the Fee
Letter, including the Ticking Fee.
Section 2.07 . Conversion of Advances. (a) Optional . The Borrower may on any Business Day, upon notice given to the
Administrative Agent not later than 11:00 a.m. (New York City time) on the third Business Day prior to the date of the proposed Conversion and
subject to the provisions of Section 2.08 , Convert all or any portion of the Advances of one Type into Advances of the other Type; provided,
however, that no Conversion of any Advances shall result in more Interest Periods than permitted under Section 2.02(b) and each Conversion of
Advances shall be made ratably among the Lenders in accordance with the outstanding principal amounts of their respective Advances. Each
such notice of Conversion shall, within the restrictions specified above, specify (i) the date of such Conversion, (ii)the amount of the Advances
to be Converted and (iii) if such Conversion is into Eurodollar Rate Advances, the duration of the initial Interest Period for such Advances. Each
notice of Conversion shall be irrevocable and binding on the Borrower.
(b) Mandatory . (i) On the date on which the aggregate unpaid principal amount of Eurodollar Rate Advances subject to a particular
Interest Period shall be reduced, by payment or prepayment or otherwise, to less than $10,000,000, such Advances shall automatically Convert
into Base Rate Advances at the end of such Interest Period.
(ii) If the Borrower shall fail to select the duration of any Interest Period for any Eurodollar Rate Advances in accordance with
the provisions contained in the definition of “ Interest Period ” in Section 1.01 , the Administrative Agent will forthwith so notify
the Borrower and the Lenders, whereupon each such Eurodollar Rate Advance will automatically, on the last day of the then existing
Interest Period therefor, be continued for a three-month Interest Period.
(iii) Upon the occurrence and during the existence of an Event of Default under Section 6.01(a) or 6.01(g) or at the request of
the Required Lenders during the existence of any other Event of Default, (x) each Eurodollar Rate Advance will automatically, on the
last day of the then existing Interest Period therefor, Convert into a Base Rate Advance and (y) the obligation of the Lenders to
Convert Advances into, Eurodollar Rate Advances shall be suspended.
Section 2.08 . Increased Costs, Etc. (a) If, due to either (i) the introduction of or any change in or in the interpretation of, in each case
after the date hereof, any law or regulation or (ii) the compliance with any guideline or request issued after the date hereof from any central bank
or other governmental authority (whether or not having the force of law), there shall be any increase in the cost to any Lender of agreeing to
make or of making, funding or maintaining Eurodollar Rate Advances (excluding, for purposes of this Section 2.08 , any such increased costs
resulting from (x) Taxes or Other Taxes (as to which Section 2.10 shall govern) and (y) changes in the basis of taxation of overall net income or
overall gross income by the United States or by the foreign jurisdiction or state under the laws of which such Lender is organized or has its
Applicable Lending Office or any political subdivision thereof), then the Borrower agrees to pay, from time to time, within ten days after
demand by such Lender (with a copy of such demand to the Administrative Agent), which demand shall include a statement of the basis for such
demand and a calculation in reasonable detail of the amount demanded, to the Administrative Agent for the account of such Lender additional
amounts sufficient to compensate such Lender for such increased
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cost. A certificate as to the amount of such increased cost, submitted to the Borrower by such Lender, shall be conclusive and binding for all
purposes, absent manifest error.
(b) If, due to either (i) the introduction of or any change in or in the interpretation of any law or regulation, in each case after the date
hereof, or (ii) the compliance with any guideline or request issued after the date hereof from any central bank or other governmental authority
(whether or not having the force of law), there shall be any increase in the amount of capital required or expected to be maintained by any
Lender or any corporation controlling such Lender as a result of or based upon the existence of such Lender’s commitment to lend hereunder and
other commitments of such type, then, within ten days after demand by such Lender or such corporation (with a copy of such demand to the
Administrative Agent), which demand shall include a statement of the basis for such demand and a calculation in reasonable detail of the amount
demanded, the Borrower agrees to pay to the Administrative Agent for the account of such Lender, from time to time as specified by such
Lender, additional amounts sufficient to compensate such Lender in the light of such circumstances, to the extent that such Lender reasonably
determines such increase in capital to be allocable to the existence of such Lender’s commitment to lend. A certificate as to such amounts
submitted to the Borrower by such Lender shall be conclusive and binding for all purposes, absent manifest error.
(c) If, prior to the first day of any Interest Period with respect to any Eurodollar Rate Advances, the Required Lenders notify the
Administrative Agent that the Eurodollar Rate for such Interest Period for such Advances will not adequately reflect the cost to such Lenders of
making, funding or maintaining their Eurodollar Rate Advances for such Interest Period, the Administrative Agent shall forthwith so notify the
Borrower and the Lenders, whereupon each such Eurodollar Rate Advance will (i) in the case of requested new Eurodollar Rate Advances, be
made as Base Rate Advances or as a Eurodollar Rate Advance with a different Interest Period as to which the Required Lenders have not given
such a notice and (ii) in the case of existing Eurodollar Rate Advances, automatically, on the last day of the then existing Interest Period therefor,
Convert into Base Rate Advances or be continued as a Eurodollar Rate Advance with a different Interest Period as to which the Required
Lenders have not given such notice.
(d) Notwithstanding any other provision of this Agreement, if the introduction of or any change in or in the interpretation of any law or
regulation, in each case after the date hereof, shall make it unlawful, or any central bank or other governmental authority shall assert that it is
unlawful, for any Lender or its Eurodollar Lending Office to perform its obligations hereunder to make Eurodollar Rate Advances or to continue
to fund or maintain Eurodollar Rate Advances hereunder, then, on notice thereof and demand therefor by such Lender to the Borrower through
the Administrative Agent, (i) each Eurodollar Rate Advance, as the case may be, of such Lender will automatically, upon such demand, Convert
into a Base Rate Advance or an Advance that bears interest at the rate set forth in Section 2.05 , as the case may be, and (ii) the obligation of
such Lender to make or continue Eurodollar Rate Advances or to Convert Advances into Eurodollar Rate Advances shall be suspended until the
Administrative Agent shall notify the Borrower that such Lender has determined that the circumstances causing such suspension no longer exist
(it being understood that such Lender shall make, continue, and maintain Base Rate Advances in the amount that would otherwise be made and
maintained by such Lender as Eurodollar Rate Advances absent the circumstances described above).
(e) Each Lender shall promptly notify the Borrower and the Administrative Agent of any event of which it has actual knowledge which
will result in, and will use reasonable commercial efforts available to it (and not, in such Lender’s good faith judgment, otherwise
disadvantageous to such Lender) to mitigate or avoid, (i) any obligation by the Borrower to pay any amount pursuant to subsection (a) or
(b) above or pursuant to Section 2.10 or (ii) the occurrence of any circumstances of the nature described
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in subsection (c) or (d) above (and, if any Lender has given notice of any event described in clause (i) or (ii) above and thereafter such event
ceases to exist, such Lender shall promptly so notify the Borrower and the Administrative Agent). Without limiting the foregoing, each Lender
will designate a different Applicable Lending Office if such designation will avoid (or reduce the cost to the Borrower of) any event described in
clause (i) or (ii) of the preceding sentence and such designation will not, in such Lender’s good faith judgment, be otherwise disadvantageous to
such Lender.
(f) Notwithstanding the provisions of subsections (a) and (b) above or Section 2.10 (and without limiting subsection (e) above), if any
Lender fails to notify the Borrower of any event or circumstance that will entitle such Lender to compensation pursuant subsection (a) or
(b) above or Section 2.10 within 120 days after such Lender obtains actual knowledge of such event or circumstance, then such Lender shall not
be entitled to compensation, from the Borrower for any amount arising prior to the date which is 120 days before the date on which such Lender
notifies the Borrower of such event or circumstance.
Section 2.09 . Payments and Computations. (a) The Borrower shall make each payment hereunder and under the applicable Notes,
irrespective of any right of counterclaim, defense, recoupment or set-off (except as otherwise provided in Section 2.13 ), not later than
12:00 noon (New York City time) on the day when due in U.S. dollars to the Administrative Agent at the Administrative Agent’s Office in same
day funds, with payments being received by the Administrative Agent after such time being deemed to have been received on the next
succeeding Business Day. The Administrative Agent will promptly thereafter cause like funds to be distributed to the parties entitled to such
payment.
(b) The Borrower hereby authorizes each Lender, if an Event of Default under Section 6.01(a) has occurred and is continuing, to charge
from time to time against any or all of the Borrower’s accounts with such Lender any amount owing under this Agreement that resulted in such
Event of Default.
(c) All computations of interest on Base Rate Advances (and any other amount payable by reference to the Base Rate) when the Base Rate
is determined by reference to Bank of America’s prime rate shall be made by the Administrative Agent on the basis of a year of 365 or, if
applicable, 366 days; all other computations of interest and fees shall be made by the Administrative Agent on the basis of a year of 360 days.
All such computations shall be made for the actual number of days (including the first day but excluding the last day) occurring in the period for
which such interest, fees or commissions are payable. Each determination by the Administrative Agent of an interest rate or fee hereunder shall
be conclusive and binding for all purposes, absent manifest error.
(d) Whenever any payment hereunder shall be stated to be due on a day other than a Business Day, such payment shall be made on the next
succeeding Business Day, and such extension of time shall in such case be included in the computation of payment of interest or fee, as the case
may be; provided, however, that, if such extension would cause payment of interest on or principal of Eurodollar Rate Advances to be made in
the next following calendar month, such payment shall be made on the next preceding Business Day.
(e) Unless the Administrative Agent shall have received notice from the Borrower prior to the date on which any payment is due to any
Lender hereunder that the Borrower will not make such payment in full, the Administrative Agent may assume that the Borrower has made such
payment in full to the Administrative Agent on such date and the Administrative Agent may, in reliance upon such assumption, cause to be
distributed to each such Lender on such due date an amount equal to the amount then due such Lender. If and to the extent the Borrower shall
not have so made such payment in full to the
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Administrative Agent, each such Lender shall repay to the Administrative Agent forthwith on demand such amount distributed to such Lender
together with interest thereon, for each day from the date such amount is distributed to such Lender until the date such Lender repays such
amount to the Administrative Agent, at the Federal Funds Rate.
Section 2.10 . Taxes. (a) Any and all payments by any Loan Party hereunder shall be made, in accordance with Section 2.09 , free
and clear of and without deduction for any and all present or future taxes, levies, imposts, deductions, charges or withholdings, and all liabilities
with respect thereto, excluding, in the case of each Lender and the Administrative Agent, taxes that are imposed on its overall net income and
any branch profits taxes by the United States and taxes that are imposed on its overall net income (and franchise taxes imposed in lieu thereof)
and any branch profits taxes by the state or foreign jurisdiction under the laws of which such Lender or the Administrative Agent, as the case
may be, is organized or any political subdivision thereof and, in the case of each Lender, taxes that are imposed on its overall net income (and
franchise taxes imposed in lieu thereof) and any branch profits taxes by the state or foreign jurisdiction of such Lender’s Applicable Lending
Office or any political subdivision thereof (all such non-excluded taxes, levies, imposts, deductions, charges, withholdings and liabilities in
respect of payments hereunder being herein referred to as “ Taxes ”). If any Loan Party shall be required by law to deduct any Taxes from or in
respect of any sum payable hereunder or under any Note to any Lender or the Administrative Agent, (i) the sum payable by such Loan Party
shall be increased as may be necessary so that after such Loan Party and the Administrative Agent have made all required deductions (including
deductions applicable to additional sums payable under this Section 2.10 ) such Lender or the Administrative Agent, as the case may be, receives
an amount equal to the sum it would have received had no such deductions been made, (ii) such Loan Party shall make all such deductions, and
(iii) such Loan Party shall pay the full amount deducted to the relevant taxation authority or other authority in accordance with applicable law.
(b) In addition, each Loan Party shall pay any present or future stamp, documentary, excise, property or similar taxes, charges or levies that
arise from any payment made hereunder or from the execution, delivery or registration of, performance under, or otherwise with respect to, this
Agreement or any Note (herein referred to as “ Other Taxes ”).
(c) Each Loan Party shall indemnify each Lender and the Administrative Agent for and hold them harmless against the full amount of
Taxes and Other Taxes, and for the full amount of taxes of any kind imposed by any jurisdiction on amounts payable under this Section 2.10 ,
imposed on or paid by such Lender or the Administrative Agent (as the case may be) and any liability (including penalties, additions to tax,
interest and expenses) arising therefrom or with respect thereto. This indemnification payment shall be made within 30 days from the date such
Lender or the Administrative Agent (as the case may be) makes written demand therefor.
(d) Within 30 days after the date of any payment of Taxes, each Loan Party shall furnish to the Administrative Agent, at its address
referred to in Section 9.02 , the original or a certified copy of a receipt evidencing such payment. In the case of any payment hereunder or under
any Note by or on behalf of a Loan Party through an account or branch outside the United States or by or on behalf of a Loan Party by a payor
that is not a United States person, if such Loan Party determines that no Taxes are payable in respect thereof, such Loan Party shall furnish, or
shall cause such payor to furnish, to the Administrative Agent, at such address, an opinion of counsel acceptable to the Administrative Agent
stating that such payment is exempt from Taxes. For purposes of subsections (d) and (e) of this Section 2.10 , the terms “ United States ” and “
United States person ” shall have the meanings specified in Section 7701(a)(9) and 7701(a)(10) of the Internal Revenue Code, respectively.
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(e) Each Lender organized under the laws of a jurisdiction outside the United States shall, on or prior to the date of its execution and
delivery of this Agreement in the case of each Initial Lender, as the case may be, and on the date on which it becomes a Lender in the case of
each other Lender, and from time to time thereafter as requested in writing by the Parent (but only so long thereafter as such Lender remains
lawfully able to do so), provide each of the Administrative Agent and the Parent with two original Internal Revenue Service forms W-8BEN or
W-8ECI or (in the case of a Lender that has certified in writing to the Administrative Agent that it is not a “ bank ” as defined in Section 881(c)
(3)(A) of the Internal Revenue Code) form W-8 (and, if such Lender delivers a form W-8, a certificate representing that such Lender is not a “
bank ” for purposes of Section 881(c)(3)(A) of the Internal Revenue Code, is not a 10-percent shareholder (within the meaning of Section 871(h)
(3)(B) of the Internal Revenue Code) of the Parent and is not a controlled foreign corporation related to the Parent (within the meaning of
Section 864(d)(4) of the Internal Revenue Code)), as appropriate, or any successor or other form prescribed by the Internal Revenue Service,
certifying that such Lender is exempt from or entitled to a reduced rate of United States withholding tax on payments pursuant to this Agreement
or any Note or, in the case of a Lender providing a form W-8, certifying that such Lender is a foreign corporation, partnership, estate or trust. If
the forms provided by a Lender at the time such Lender first becomes a party to this Agreement indicate a United States interest withholding tax
rate in excess of zero, withholding tax at such rate shall be considered excluded from Taxes unless and until such Lender provides the
appropriate forms certifying that a lesser rate applies, whereupon withholding tax at such lesser rate only shall be considered excluded from
Taxes for periods governed by such forms; provided, however, that if, at the effective date of the Assignment and Assumption pursuant to which
a Lender becomes a party to this Agreement, the Lender assignor was entitled to payments under subsection (a) of this Section 2.10 in respect of
United States withholding tax with respect to interest paid at such date, then, to such extent, the term Taxes shall include (in addition to
withholding taxes that may be imposed in the future or other amounts otherwise includible in Taxes) United States withholding tax, if any,
applicable with respect to the Lender assignee on such date. If any form or document referred to in this subsection (e) requires the disclosure of
information, other than information necessary to compute the tax payable and information required on the date hereof by Internal Revenue
Service form W-8BEN,W-8ECI or W-8 (and the related certificate described above), that the Lender reasonably considers to be confidential, the
Lender shall give notice thereof to the Parent and shall not be obligated to include in such form or document such confidential information.
(f) For any period with respect to which a Lender which may lawfully do so has failed to provide the Parent with the appropriate form
described in subsection (e) above ( other than if such failure is due to a change in law occurring after the date on which a form originally was
required to be provided or if such form otherwise is not required under subsection (e) above), such Lender shall not be entitled to
indemnification under subsection (a) or (c) of this Section 2.10 with respect to Taxes imposed by the United States by reason of such failure;
provided, however, that should a Lender become subject to Taxes because of its failure to deliver a form required hereunder, the Parent shall take
such steps as such Lender shall reasonably request to assist such Lender to recover such Taxes.
(g) Each Lender represents and warrants to the Borrower that, as of the date such Lender becomes a party to this Agreement, such Lender
is entitled to receive payments hereunder from the Borrower without deduction or withholding for or on account of any Taxes.
(h) If a Lender or the Administrative Agent shall become aware that it is entitled to claim a refund from a governmental authority in respect
of Taxes or Other Taxes as to which it has been indemnified by the Loan Parties, or with respect to which any Loan Party has paid additional
amounts, pursuant to this Section 2.10 , it shall promptly notify such Loan Party of the availability of such refund claim and shall, within 30 days
after receipt of a request by such Loan Party, make a claim to such
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governmental authority for such refund at such Loan Party’s expense, if obtaining such refund would not, in the good faith judgment of the
Lender or the Administrative Agent entitled to such refund, be materially disadvantageous to such Lender or the Administrative Agent; provided
that nothing in this Section 2.10(h) shall be construed to require any Lender or the Administrative Agent to institute any administrative
proceeding (other than the filing of a claim for any such refund) or judicial proceeding to obtain any such refund. If a Lender or the
Administrative Agent determines, in its sole discretion, that it has received a refund in respect of any Taxes or Other Taxes as to which it has
been indemnified by the Borrower or with respect to which any Loan Party has paid additional amounts pursuant to this Section 2.10 , it shall
within 60 days from the date of such receipt pay over such refund to such Loan Party (but only to the extent of indemnity payments made, or
additional amounts paid, by such Loan Party under this Section 2.10 with respect to the Taxes or Other Taxes giving rise to such refund), net of
all out-of-pocket expenses of such Lender or the Administrative Agent and without interest (other than interest paid by the relevant
governmental authority with respect to such refund); provided, however, that such Loan Party, upon request of such Lender or the
Administrative Agent, agrees to repay the amount paid over to the Loan Party (plus penalties, interest or other charges) to such Lender or the
Administrative Agent in the event such Lender or the Administrative Agent is required to repay such refund to such governmental authority.
Nothing in this Section 2.10 shall be construed to require the Administrative Agent or any Lender to make available its tax returns (or any other
information relating to its taxes which it deems confidential) to the Loan Parties or any other Person.
(i) Any Lender or the Administrative Agent claiming any indemnity payment or additional amounts payable pursuant to this Section 2.10
shall use reasonable efforts (consistent with legal and regulatory restrictions) to file any certificate or document reasonably requested by the
Parent or to change the jurisdiction of its Applicable Lending Office if the making of such a filing or change would avoid the need for or reduce
the amount of any such indemnity payment or additional amounts that may thereafter accrue and would not, in the determination of such Lender
or the Administrative Agent, as the case may be, be otherwise disadvantageous to such Lender or the Administrative Agent.
Section 2.11 . Sharing of Payments, Etc. If any Lender shall obtain at any time any payment or other recovery (whether voluntary,
involuntary, through the exercise of any right of set-off, or otherwise, other than as a result of an assignment pursuant to Section 9.06 ) on
account of any principal of or interest on its Advance in excess of its ratable share of all payments and other recoveries obtained by all Lenders
on account of principal of and interest on all Advances, then such Lender shall (a) promptly notify the Administrative Agent of such fact and
(b) promptly purchase (for cash at face value) participations in the Advances of the other Lenders, or make such other adjustments as shall be
equitable, so that such Lender shares the benefit of such excess payment or other recovery ratably with all other Lenders; provided that if all or
any portion of such excess payment or other recovery is thereafter recovered from such Lender, the purchase shall be rescinded and the purchase
price restored to the extent of the recovery from such Lender.
Section 2.12 . Use of Proceeds. The proceeds of the Advances shall be available (and the Borrower agrees that it shall use such
proceeds) to finance a portion of the purchase price of the acquisition by the Borrower or a wholly-owned Subsidiary thereof of the outstanding
capital stock of the Acquired Company pursuant to the Purchase Agreement and to pay costs and expenses associated with the acquisition by the
Borrower or a wholly-owned Subsidiary thereof of the outstanding capital stock of the Acquired Company (the “ Transaction ”).
Section 2.13 . Replacement of Affected Lender. At any time any Lender is an Affected Lender, the Borrower may replace such
Affected Lender as a party to this Agreement with one or more other Lenders and/or Assignees, and upon notice from the Borrower such
Affected Lender shall assign, and
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without recourse or warranty, its Commitment, its Advances, and all of its other rights and obligations hereunder to such other Lenders and/or
Assignees for a purchase price equal to the sum of the principal amount of the Advances so assigned, all accrued and unpaid interest thereon,
such Affected Lender’s ratable share of all accrued and unpaid fees payable pursuant to Section 2.06 (if any), any amounts payable pursuant to
Section 9.04(c) as a result of such Affected Lender receiving payment of any Eurodollar Rate Advance prior to the end of an Interest Period
therefor (assuming for such purpose that receipt of payment pursuant to such Assignment and Assumption constitutes payment of such
Eurodollar Rate Advance) and all other obligations owed to such Affected Lender hereunder.
Section 2.14. Registry . (a) The Administrative Agent shall maintain a register (a “ Register ”) on which it will record the
Commitment of each Lender, each Advance made by each Lender and each repayment of any such Advance made to such Lender. Any such
recordation by the Administrative Agent on a Register shall be conclusive, absent manifest error. With respect to any Lender, the assignment or
other transfer of the Commitment of such Lender and the rights to the principal of, and interest on, any Advance made pursuant to this
Agreement shall not be effective until such assignment or other transfer is recorded on the applicable Register and otherwise complies with
Section 9.06 . The Register shall be available at the offices where kept by the Administrative Agent for inspection by the Borrower and any
Lender at any reasonable time upon reasonable prior notice to the Administrative Agent. Each Lender shall record on its internal records
(including computerized systems) the foregoing information as to its own Commitment and Advances. Failure to make any such recordation, or
any error in such recordation, shall not affect the obligations of the Borrower under the Loan Documents.
(b) The Borrower hereby agrees that, upon the request of any Lender at any time, such Lender’s Advance shall be evidenced by a Note of
the Borrower payable to such Lender and representing the obligation of the Borrower to pay the unpaid principal amount of such Advance, with
interest as provided herein on the unpaid principal amount of such Advance from time to time outstanding.
ARTICLE 3
C ONDITIONS O F L ENDING
Section 3.01 . Conditions Precedent to Effectiveness. This Agreement shall not become effective, and no Lender shall be obligated to
make its Advance hereunder, until each of the following conditions precedent is satisfied:
(a) The Administrative Agent shall have received counterparts of this Agreement duly executed by each of the parties listed on the
signature pages hereof (or in the case of any party as to which such an executed counterpart shall not have been received, the Administrative
Agent shall have received evidence satisfactory to it of the execution and delivery of a counterpart hereof by such party).
(b) On or prior to the Effective Date, the Administrative Agent shall have received the following in form and substance reasonably
satisfactory to the Administrative Agent:
(i) (A) Certified copies of the resolutions of the Board of Directors of each Loan Party approving the transactions contemplated
by the Loan Documents and each Loan Document to which it is or is to be a party, and of all documents evidencing other necessary
corporate action, and (B) a certificate from the Parent to the effect that all governmental and other third party approvals and consents
have been obtained for the execution, delivery and performance of the Loan Documents by any Loan Party and, except for certain
governmental and other third
22

party approvals and consents the failure of which to obtain would not have a Material Adverse Effect, for the consummation of the
Transaction.
(ii) A certificate of the Secretary or an Assistant Secretary of each Loan Party certifying the names and true signatures of the
officers of such Loan Party authorized to sign each Loan Document to which it is or is to be a party and the other documents to be
delivered hereunder and thereunder.
(iii) Favorable opinions of (A) Maples and Calder, Cayman Islands counsel for the Parent as to such matters as the
Administrative Agent may reasonably request, (B) Mayer Brown LLP, New York counsel for the Loan Parties as to such matters as
the Administrative Agent may reasonably request, and (C) Conyers Dill & Pearman, Bermuda counsel for ACE Bermuda and ACE
Tempest as to such matters as the Administrative Agent may reasonably request.
(iv) (A) Year-end audited financial statements of the Parent and its Subsidiaries for the fiscal year ending December 31, 2007,
and (B) an unaudited pro forma balance sheet of the Parent and its Subsidiaries which gives effect to the Transaction as if it had
occurred on December 31, 2007 (or, if available, at the end of a more recent fiscal quarter of the Parent and the Acquired Company
ended prior to the Effective Date).
(v) Evidence that each of ACE Bermuda and ACE Tempest shall have a minimum financial strength rating by A.M. Best of
A+.
(vi) A certificate of the Parent, certifying a true and correct copy of (A) the Purchase Agreement and all amendments thereto,
and (B) the assignment of the Parent’s right under the Purchase Agreement to purchase the outstanding capital stock of the Acquired
Company, as of the date of such certificate.
(c) There shall have occurred no Material Adverse Change since December 31, 2006.
(d) There shall exist no action, suit, investigation, litigation or proceeding affecting any Loan Party or any of its Subsidiaries pending or
threatened before any court, governmental agency or arbitrator that (x) would be reasonably expected to have a Material Adverse Effect or
(y) would reasonably be expected to materially adversely affect the legality, validity or enforceability of any Loan Document or the other
transactions contemplated by the Loan Documents.
(e) The Borrower shall have paid all accrued fees, including any applicable Ticking Fees, owed to the Administrative Agent, the Arranger
or the Lenders and all accrued expenses of the Administrative Agent (including the accrued fees and expenses of counsel to the Administrative
Agent and local counsel on behalf of the Administrative Agent), in each case to the extent then due and payable.
(f) The Borrower and the Parent shall have available all other funds necessary to consummate the Transaction and concurrently with the
Borrowing, the Transaction shall be consummated in accordance with the terms and conditions therefor as set forth in the Purchase Agreement.
(g) The Borrowing shall occur no later than July 31, 2008.
(h) The Parent shall have assigned to the Borrower or a wholly-owned Subsidiary thereof the Parent’s right under the Purchase Agreement
to purchase the outstanding capital stock of the Acquired Company.
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(i) The following statements shall be true (and each of the execution of this Agreement, the giving of the Notice of Borrowing and the
acceptance by the Borrower of the proceeds of the Borrowing shall constitute a representation and warranty by each Loan Party that both on the
date of the Notice of Borrowing and on the date of the Borrowing such statements are true):
(i) the representations and warranties contained in Section 4.01 are correct in all material respects on and as of such date,
before and after giving effect to the Borrowing and to the application of the proceeds therefrom, as though made on and as of such
date, other than any such representations or warranties that, by their terms, refer to a specific date other than the date of the
Borrowing, in which case as of such specific date; and
(ii) no Default has occurred and is continuing, or would result from the Borrowing or the application of the proceeds therefrom.
(j) The Administrative Agent shall have received such other approvals, opinions or documents as the Administrative Agent or any Lender
through the Administrative Agent may reasonably request.
ARTICLE 4
R EPRESENTATIONS A ND W ARRANTIES
Section 4.01. Representations and Warranties. Each Loan Party represents and warrants as follows:
(a) Each Loan Party and each of its Material Subsidiaries (i) is duly organized or formed, validly existing and, to the extent such concept
applies, in good standing under the laws of the jurisdiction of its incorporation or formation, except, in the case of any Material Subsidiary other
than a Loan Party, where the failure to do so would not be reasonably likely to have a Material Adverse Effect, (ii) is duly qualified and in good
standing as a foreign corporation or other entity in each other jurisdiction in which it owns or leases property or in which the conduct of its
business requires it to so qualify or be licensed except where the failure to so qualify or be licensed would not be reasonably likely to have a
Material Adverse Effect and (iii) has all requisite power and authority (including all governmental licenses, permits and other approvals) to own
or lease and operate its properties and to carry on its business as now conducted and as proposed to be conducted, except where the failure to
have any license, permit or other approval would not be reasonably likely to have a Material Adverse Effect. All of the outstanding Equity
Interests in each Loan Party (other than the Parent) have been validly issued, are fully paid and non-assessable and (except for any Preferred
Securities issued after the date of this Agreement) are owned, directly or indirectly, by the Parent free and clear of all Liens.
(b) Each Loan Party and each of its Subsidiaries has filed, has caused to be filed or has been included in all material federal tax returns and
all other material tax returns required to be filed and has paid all taxes shown thereon to be due, together with applicable interest and penalties,
except to the extent contested in good faith and by appropriate proceedings (in which case adequate reserves have been established therefor in
accordance with GAAP).
(c) The execution, delivery and performance by each Loan Party of each Loan Document to which it is or is to be a party and the
consummation of the transactions contemplated by the Loan Documents, are within such Loan Party’s corporate powers, have been duly
authorized by all necessary corporate action, and do not (i) contravene such Loan Party’s constitutional documents, (ii) violate any
24

law, rule, regulation (including Regulation X of the Board of Governors of the Federal Reserve System), order, writ, judgment, injunction,
decree, determination or award, (iii) conflict with or result in the breach of, or constitute a default under, any contract, loan agreement, indenture,
mortgage, deed of trust, lease or other instrument binding on or affecting any Loan Party, any of its Subsidiaries or any of their properties or
(iv) except for the Liens created under the Loan Documents, result in or require the creation or imposition of any Lien upon or with respect to
any of the properties of any Loan Party or any of its Subsidiaries. No Loan Party or any of its Subsidiaries is in violation of any such law, rule,
regulation, order, writ, judgment, injunction, decree, determination or award or in breach of any such contract, loan agreement, indenture,
mortgage, deed of trust, lease or other instrument, the violation or breach of which would be reasonably likely to have a Material Adverse Effect.
(d) No authorization or approval or other action by, and no notice to or filing with, any governmental authority or regulatory body or any
other third party is required for (i) the due execution, delivery, recordation, filing or performance by any Loan Party of any Loan Document to
which it is or is to be a party or the other transactions contemplated by the Loan Documents, or (ii) the exercise by the Administrative Agent or
any Lender of its rights under the Loan Documents, except for the authorizations, approvals, actions, notices and filings which have been duly
obtained, taken, given or made and are in full force and effect.
(e) This Agreement has been, and each other Loan Document when delivered hereunder will have been, duly executed and delivered by
each Loan Party thereto. This Agreement is, and each other Loan Document when delivered hereunder will be, the legal, valid and binding
obligation of each Loan Party thereto, enforceable against such Loan Party in accordance with its terms, subject to bankruptcy, insolvency and
similar laws of general application relating to creditors’ rights and to general principles of equity.
(f) There is no action, suit, investigation, litigation or proceeding affecting any Loan Party or any of its Subsidiaries, including any
Environmental Action, pending or, to such Loan Party’s knowledge, threatened before any court, governmental agency or arbitrator that
(i) would be reasonably likely to have a Material Adverse Effect or (ii) would reasonably be expected to affect the legality, validity or
enforceability of any Loan Document or the transactions contemplated by the Loan Documents.
(g) The Consolidated balance sheet of the Parent and its Subsidiaries as at December 31, 2007, and the related Consolidated statements of
income and of cash flows of the Parent and its Subsidiaries for the Fiscal Year then ended, accompanied by an unqualified opinion of
PricewaterhouseCoopers LLP, independent public accountants, copies of which have been made available to each Lender, fairly present the
Consolidated financial condition of the Parent and its Subsidiaries as at such date and the Consolidated results of operations of the Parent and its
Subsidiaries for the Fiscal Year ended on such date, all in accordance with GAAP applied on a consistent basis, and, as of the Effective Date,
since December 31, 2007, there has been no Material Adverse Change.
(h) No information, exhibit or report furnished by or on behalf of any Loan Party to the Administrative Agent or any Lender in connection
with the negotiation and syndication of the Loan Documents or pursuant to the terms of the Loan Documents contained any untrue statement of a
material fact or omitted to state a material fact necessary to make the statements made therein not misleading as at the date it was dated (or if not
dated, so delivered).
(i) Following application of the proceeds of each Advance hereunder, Margin Stock will constitute less than 25% of the value of those
assets of the Loan Party which are subject to any limitation on sale, pledge or other disposition hereunder.
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(j) Neither any Loan Party nor any of its Subsidiaries is an “investment company”, or an “affiliated person” of, or “promoter” or “principal
underwriter” for, an “investment company”, as such terms are defined in the Investment Company Act of 1940. Neither the making of any
Advances, nor the application of the proceeds or repayment thereof by the Borrower, nor the consummation of the other transactions
contemplated by the Loan Documents, will violate any provision of such Act or any rule, regulation or order of the Securities and Exchange
Commission thereunder.
(k) Each Loan Party is, individually and together with its Subsidiaries, Solvent.
(l) Except to the extent that any and all events and conditions under clauses (i) through (v) below of this paragraph (l) in the aggregate are
not reasonably expected to have a Material Adverse Effect,
(i) Neither any Loan Party nor any ERISA Affiliate has incurred or is reasonably expected to incur any Withdrawal Liability to
any Multiemployer Plan.
(ii) With respect to each scheme or arrangement mandated by a government other than the United States (a “ Foreign
Government Scheme or Arrangement ”) and with respect to each employee benefit plan that is not subject to United States law
maintained or contributed to by any Loan Party or with respect to which any Subsidiary of any Loan Party may have liability under
applicable local law (a “ Foreign Plan ”):
(x) Any employer and employee contributions required by law or by the terms of any Foreign Government Scheme or
Arrangement or any Foreign Plan have been made, or, if applicable, accrued, in accordance with normal accounting practices.
(y) The fair market value of the assets of each funded Foreign Plan, the liability of each insurer for any Foreign Plan
funded through insurance or the book reserve established for any Foreign Plan, together with any accrued contributions, is
sufficient to procure or provide for the accrued benefit obligations, as of the date hereof, with respect to all current and former
participants in such Foreign Plan according to the actuarial assumptions and valuations most recently used to account for such
obligations in accordance with applicable generally accepted accounting principles.
(z) Each Foreign Plan required to be registered has been registered and has been maintained in good standing with
applicable regulatory authorities.
(iii) During the twelve-consecutive-month period to the date of the execution and delivery of this Agreement and prior to the
Borrowing hereunder, no steps have been taken to terminate any Pension Plan, no contribution failure has occurred with respect to
any Pension Plan sufficient to give rise to a lien under section 302(f) of ERISA and no minimum funding waiver has been applied for
or is in effect with respect to any Pension Plan. No condition exists or event or transaction has occurred or is reasonably expected to
occur with respect to any Pension Plan which could reasonably be expected to result in any Loan Party or any ERISA Affiliate
incurring any material liability, fine or penalty.
(iv) Each Pension Plan is in compliance in all material respects with the applicable provisions of ERISA, the Internal Revenue
Code and other applicable federal or state laws.
(v) No assets of any Loan Party are or are deemed under applicable law to be “plan assets” within the meaning of Department
of Labor Regulation §2510.3-101.
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(m) (i) In the ordinary course of its business, each Loan Party reviews the effect of Environmental Laws on the operations and properties of
such Loan Party and its Subsidiaries, in the course of which it identifies and evaluates associated liabilities and costs (including any capital or
operating expenditures required for clean-up or closure of properties presently or previously owned, any capital or operating expenditures
required to achieve or maintain compliance with environmental protection standards imposed by law or as a condition of any license, permit or
contract, any related constraints on operating activities, including any periodic or permanent shutdown of any facility or reduction in the level of
or change in the nature of operations conducted thereat, and any actual or potential liabilities to third parties and any related costs and expenses).
On the basis of this review, each Loan Party has reasonably concluded that such associated liabilities and costs, including the costs of
compliance with Environmental Laws, are unlikely to have a Material Adverse Effect.
(ii) The operations and properties of each Loan Party and each of its Subsidiaries comply in all material respects with all
applicable Environmental Laws and Environmental Permits, except for non-compliances which would not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect; Hazardous Materials have not been released, discharged or
disposed of on any property currently or formerly owned or operated by any Loan Party or any of its Subsidiaries that would
reasonably be expected to have a Material Adverse Effect; and there are no Environmental Actions pending or threatened against any
Loan Party or its Subsidiaries, and no circumstances exist that could be reasonably likely to form the basis of any such
Environmental Action, which (in either case), individually or in the aggregate with all other such pending or threatened actions and
circumstances would reasonably be expected to have a Material Adverse Effect.
(n) Neither any Loan Party nor any of its Subsidiaries is a Sanctioned Person.
(o) No proceeds of the Borrowing will be used, directly or indirectly, for any payments to any governmental official or employee, political
party, official of a political party, candidate for political office, or anyone else acting in an official capacity, in order to obtain, retain or direct
business or obtain any improper advantage, in violation of the United States Foreign Corrupt Practices Act of 1977.
ARTICLE 5
C OVENANTS
Section 5.01 . Affirmative Covenants. So long as any Advance or any other obligation of any Loan Party under any Loan Document
shall remain unpaid, or any Lender shall have any Commitment hereunder, each Loan Party will:
(a) Compliance with Laws, Etc . Comply, and cause each of its Subsidiaries to comply with all applicable laws, rules, regulations and
orders, such compliance to include compliance with Environmental Laws, Environmental Permits, ERISA and the Racketeer Influenced and
Corrupt Organizations Chapter of the Organized Crime Control Act of 1970, except where the failure to do so, individually or in the aggregate,
could not reasonably be expected to result in a Material Adverse Effect.
(b) Payment of Taxes, Etc . Pay and discharge, and cause each of its Subsidiaries to pay and discharge, before the same shall become
delinquent, all material taxes, assessments and governmental charges or levies imposed upon it or upon its property; provided, however, that
neither such Loan Party nor any of its Subsidiaries shall be required to pay or discharge any such tax, assessment, charge or levy
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that is being contested in good faith and by proper proceedings and as to which appropriate reserves are being maintained.
(c) Maintenance of Insurance . Maintain, and cause each of its Material Subsidiaries to maintain, insurance with responsible and reputable
insurance companies or associations in such amounts and covering such risks as is usually carried by companies engaged in similar businesses
and owning similar properties in the same general areas in which the Parent or such Material Subsidiary operates (it being understood that the
foregoing shall not apply to maintenance of reinsurance or similar matters which shall be solely within the reasonable business judgment of the
Parent and its Subsidiaries).
(d) Preservation of Corporate Existence, Etc . Preserve and maintain, and cause each of its Material Subsidiaries to preserve and maintain,
(i) its existence and (ii) its legal structure, legal name, rights (charter and statutory), permits, licenses, approvals, privileges and franchises;
provided, however, that (A) the Parent and its Subsidiaries may consummate any merger, amalgamation or consolidation permitted under
Section 5.02(c) , (B) no Subsidiary (other than a Loan Party) shall be required to preserve and maintain its existence, legal structure, legal names
or other rights (charter and statutory) if management of a direct or indirect parent of such Subsidiary has determined that such action is not
disadvantageous in any material respect to the Parent, such parent or the Lenders and (C) neither the Parent nor any of its Subsidiaries shall be
required to preserve any right, permit, license, approval, privilege or franchise if management of the Parent or such Subsidiary shall determine
that the preservation thereof is no longer desirable in the conduct of the business of the Parent or such Subsidiary, as the case may be, and that
the loss thereof is not disadvantageous in any material respect to the Parent, such Subsidiary or the Lenders.
(e) Visitation Rights . At any reasonable time and from time to time upon not less than three Business Days’ prior notice, permit the
Administrative Agent (upon request made by the Administrative Agent or any Lender), or any agents or representatives thereof, at the expense
(so long as no Default has occurred and is continuing) of the Administrative Agent (or such Lender, as the case may be), to examine and make
copies of and abstracts from the records and books of account of, and visit the properties of, the Parent and any of its Subsidiaries, and to discuss
the affairs, finances and accounts of the Parent and any of its Subsidiaries with any of their officers or directors and with, so long as a
representative of the Parent is present, their independent certified public accountants; provided that neither the Parent nor any of its Subsidiaries
shall be required to disclose any information that it reasonably determines is entitled to the protection of attorney-client privilege.
(f) Keeping of Books . Keep, and cause each of its Subsidiaries to keep, proper books of record and account, in which full and correct
entries shall be made of all financial transactions and the assets and business of the Parent and each such Subsidiary sufficient to permit the
preparation of financial statements in accordance with GAAP.
(g) Maintenance of Properties, Etc . Maintain and preserve, and cause each of its Subsidiaries to maintain and preserve, all of its properties
that are used or useful in the conduct of its business in good working order and condition, ordinary wear and tear excepted, except where the
failure to do so would not reasonably be expected to result in a Material Adverse Effect.
(h) Transactions with Affiliates . Conduct, and cause each of its Subsidiaries to conduct, all transactions otherwise permitted under the
Loan Documents with any of their Affiliates (other than any such transactions between Loan Parties or wholly-owned Subsidiaries of Loan
Parties) on terms that are fair and reasonable and no less favorable than it would obtain in a comparable arm’s-length transaction with a Person
not an Affiliate.
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(i) Pari Passu ranking . Each Loan Party shall procure that its obligations under the Loan Documents will rank at least pari passu with all
its other present and future unsecured and unsubordinated obligations, except for obligations which are mandatorily preferred by law applying to
insurance companies generally.
(j) OFAC Compliance . (i) Cause each of its Subsidiaries that is a U.S. Person to have a compliance program that is reasonably designed to
comply with OFAC’s requirements; and (ii) cause each of its Subsidiaries that is a Subsidiary of a U.S. Person to provide notice promptly to the
Lenders upon receiving a sanction on account of, or an inquiry from any governmental authority related to, a violation or potential violation of
OFAC by such Subsidiary.
Section 5.02 . Negative Covenants. So long as any Advance or any other obligation of any Loan Party under any Loan Document
shall remain unpaid, or any Lender shall have any Commitment hereunder, no Loan Party will, at any time:
(a) Liens, Etc . Create, incur, assume or suffer to exist, or permit any of its Subsidiaries to create, incur, assume or suffer to exist, any Lien
on or with respect to any of its properties of any character (including accounts) whether now owned or hereafter acquired, or assign or permit
any of its Subsidiaries to assign, any accounts or other right to receive income, except:
(i) Liens created under the Loan Documents;
(ii) Permitted Liens;
(iii) Liens described on Schedule 5.02(a) hereto;
(iv) purchase money Liens upon or in any property acquired or held by the Parent or any of its Subsidiaries in the ordinary
course of business to secure the purchase price of such property or to secure Debt incurred solely for the purpose of financing the
acquisition, construction or improvement of any property to be subject to such Liens, or Liens existing on any property at the time of
acquisition or within 180 days following such acquisition (other than any such Liens created in contemplation of such acquisition that
do not secure the purchase price), or extensions, renewals or replacements of any of the foregoing for the same or a lesser amount;
provided, however, that no such Lien shall extend to or cover any property other than the property being acquired, constructed or
improved, and no such extension, renewal or replacement shall extend to or cover any property not theretofore subject to the Lien
being extended, renewed or replaced;
(v) Liens arising in connection with Capitalized Leases; provided that no such Lien shall extend to or cover any assets other
than the assets subject to such Capitalized Leases;
(vi) (A) any Lien existing on any asset of any Person at the time such Person becomes a Subsidiary and not created in
contemplation of such event, (B) any Lien on any asset of any Person existing at the time such Person is merged or consolidated with
or into the Parent or any of its Subsidiaries in accordance with Section 5.02(c) and not created in contemplation of such event and
(C) any Lien existing on any asset prior to the acquisition thereof by the Parent or any of its Subsidiaries and not created in
contemplation of such acquisition;
(vii) Liens securing obligations under credit default swap transactions determined by reference to, or Contingent Obligations in
respect of, Debt issued by the Parent or one of its Subsidiaries; such Debt not to exceed an aggregate principal amount of
$550,000,000;
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(viii) Liens arising in the ordinary course of its business which (A) do not secure Debt and (B) do not in the aggregate
materially detract from the value of its assets or materially impair the use thereof in the operation of its business;
(ix) Liens on cash and Approved Investments securing Hedge Agreements arising in the ordinary course of business;
(x) other Liens securing Debt or other obligations outstanding in an aggregate principal or face amount not to exceed at any
time 5% of Consolidated Net Worth;
(xi) Liens consisting of deposits made by the Parent or any insurance Subsidiary with any insurance regulatory authority or
other statutory Liens or Liens or claims imposed or required by applicable insurance law or regulation against the assets of the Parent
or any insurance Subsidiary, in each case in favor of policyholders of the Parent or such insurance Subsidiary or an insurance
regulatory authority and in the ordinary course of the Parent’s or such insurance Subsidiary’s business;
(xii) Liens on Investments and cash balances of the Parent or any insurance Subsidiary (other than capital stock of any
Subsidiary) securing obligations of the Parent or any insurance Subsidiary in respect of (i) letters of credit obtained in the ordinary
course of business and/or (ii) trust arrangements formed in the ordinary course of business for the benefit of cedents to secure
reinsurance recoverables owed to them by the Parent or any insurance Subsidiary;
(xiii) the replacement, extension or renewal of any Lien permitted by clause (iii) or (vi) above upon or in the same property
theretofore subject thereto or the replacement, extension or renewal (without increase in the amount (other than in respect of fees,
expenses and premiums, if any) or change in any direct or contingent obligor) of the Debt secured thereby;
(xiv) Liens securing obligations owed by any Loan Party to any other Loan Party or owed by any Subsidiary of the Parent
(other than a Loan Party) to the Parent or any other Subsidiary;
(xv) Liens incurred in the ordinary course of business in favor of financial intermediaries and clearing agents pending clearance
of payments for investment or in the nature of set-off, banker’s lien or similar rights as to deposit accounts or other funds;
(xvi) judgment or judicial attachment Liens, provided that the enforcement of such Liens is effectively stayed;
(xvii) Liens arising in connection with Securitization Transactions; provided that the aggregate principal amount of the
investment or claim held at any time by all purchasers, assignees or other transferees of (or of interests in) receivables and other
rights to payment in all Securitization Transactions (together with the aggregate principal amount of any other obligations secured by
such Liens) shall not exceed $750,000,000;
(xviii) Liens on securities arising out of repurchase agreements with a term of not more than three months entered into with
Lenders or their Affiliates or with securities dealers of recognized standing; provided that the aggregate amount of all assets of the
Parent and its Subsidiaries subject to such agreements shall not at any time exceed $1,000,000,000; and
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(xix) Liens securing up to an aggregate amount of $200,000,000 of obligations of ACE Tempest, the Parent or any wholly
owned Subsidiary of the Parent, arising out of catastrophe bond financing.
(b) Change in Nature of Business . Make any material change in the nature of the business of the Parent and its Subsidiaries, taken as a
whole, as carried on at the date hereof.
(c) Mergers, Etc . Merge into, amalgamate or consolidate with any Person or permit any Person to merge into it, or permit any of its
Subsidiaries to do so, except that:
(i) any Subsidiary of the Parent may merge into, amalgamate or consolidate with any other Subsidiary of the Parent, provided
that, in the case of any such merger, amalgamation or consolidation, the Person formed by such merger, amalgamation or
consolidation shall be a wholly owned Subsidiary of the Parent, provided further that, in the case of any such merger, amalgamation
or consolidation to which a Loan Party is a party, the Person formed by such merger, amalgamation or consolidation shall be the
Loan Party;
(ii) any Subsidiary of any Loan Party may merge into, amalgamate or consolidate with any other Person or permit any other
Person to merge into, amalgamate or consolidate with it; provided that the Person surviving such merger, amalgamation or
consolidation shall be a wholly owned Subsidiary of such Loan Party;
(iii) in connection with any sale or other disposition permitted under Section 5.02(d) , any Subsidiary of the Parent may merge
into, amalgamate or consolidate with any other Person or permit any other Person to merge into, amalgamate or consolidate with it;
and
(iv) the Parent or any other Loan Party may merge into, amalgamate or consolidate with any other Person; provided that, in the
case of any such merger, amalgamation or consolidation, the Person formed by such merger, amalgamation or consolidation shall be
the Parent or such other Loan Party, as the case may be;
provided, however, that in each case, immediately after giving effect thereto, no event shall occur and be continuing that constitutes a Default.
(d) Sales, Etc., of Assets . Sell, lease, transfer or otherwise dispose of or permit any other Loan Party to sell, lease, transfer or otherwise
dispose of, all or substantially all of its assets (excluding sales of investment securities in the ordinary course of business).
(e) Accounting Changes . Make or permit, or permit any of its Subsidiaries to make or permit, any change in accounting policies or
reporting practices, except as permitted by GAAP.
(f) Purchase Agreement . Amend or waive any provision of the Purchase Agreement, except for amendments or waivers that do not, when
taken as a whole, materially adversely affect the ability of the Borrower to timely pay and perform its obligations under this Agreement.
Section 5.03 . Reporting Requirements. So long as any Advance or any other obligation of any Loan Party under any Loan Document
shall remain unpaid, or any Lender shall have any Commitment hereunder, the Parent will furnish to the Administrative Agent for distribution to
the Lenders:
(a) Default Notice. As soon as possible and in any event within five days after the occurrence of each Default or any event, development or
occurrence reasonably likely to have a Material Adverse
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Effect continuing on the date of such statement, a statement of a Responsible Officer of the Parent setting forth details of such Default, event,
development or occurrence and the action that the Parent or the applicable Subsidiary has taken and proposes to take with respect thereto.
(b) Annual Financials . (i) As soon as available and in any event within 90 days after the end of each Fiscal Year (or, if earlier, within five
Business Days after such date as the Parent is required to file its annual report on Form 10-K for such Fiscal Year with the Securities and
Exchange Commission), a copy of the annual Consolidated audit report for such year for the Parent and its Subsidiaries, including therein a
Consolidated balance sheet of the Parent and its Subsidiaries as of the end of such Fiscal Year and Consolidated statements of income and cash
flows of the Parent and its Subsidiaries for such Fiscal Year, all reported on in a manner reasonably acceptable to the Securities and Exchange
Commission in each case and accompanied by an opinion of PricewaterhouseCoopers LLP or other independent public accountants of
recognized standing reasonably acceptable to the Required Lenders, together with (A) a certificate of the Chief Financial Officer, Chief
Accounting Officer or Chief Compliance Officer of the Parent stating that no Default has occurred and is continuing, or if a Default has occurred
and is continuing, a statement as to the nature thereof and the action that the Parent has taken a proposes to take with respect thereto, and (B) a
schedule in form reasonably satisfactory to the Administrative Agent of the computations used by the Parent in determining, as of the end of
such Fiscal Year, compliance with the covenants contained in Section 5.04 .
(ii) As soon as available and in any event within 120 days after the end of each Fiscal Year, a copy of the annual Consolidated
audit report for such year for each Loan Party (other than the Parent) and its Subsidiaries including therein a Consolidated balance
sheet of such Loan Party and its Subsidiaries as of the end of such Fiscal Year and Consolidated statements of income and cash flows
of such Loan Party and its Subsidiaries for such Fiscal Year, all in reasonable detail and prepared in accordance with GAAP, in each
case accompanied by an opinion acceptable to the Required Lenders of PricewaterhouseCoopers LLP or other independent public
accountants of recognized standing acceptable to the Required Lenders (it being understood that the Borrower shall be deemed to
have satisfied the requirements of this clause 5.03(b)(ii) if its financial statements are included in a footnote to the financial
statements of the Parent referred to in clause 5.03(b)(i) in a manner consistent with past practice)..
(iii) As soon as available and in any event within 20 days after submission, each statutory statement of the Loan Parties (or any
of them) in the form submitted to the Supervisor of Insurance, the Insurance Division of the Bermuda Monetary Authority.
(c) Quarterly Financials . As soon as available and in any event within 45 days after the end of each of the first three quarters of each
Fiscal Year (or, if earlier, within five Business Days after such date as the Parent is required to file its quarterly report on Form 10-Q for such
fiscal quarter with the Securities and Exchange Commission), Consolidated balance sheets of the Parent and its Subsidiaries as of the end of such
quarter and Consolidated statements of income and a Consolidated statement of cash flows of the Parent and its Subsidiaries for the period
commencing at the end of the previous fiscal quarter and ending with the end of such fiscal quarter and Consolidated statements of income and a
Consolidated statement of cash flows of the Parent and its Subsidiaries for the period commencing at the end of the previous Fiscal Year and
ending with the end of such quarter, setting forth in each case in comparative form the corresponding figures for the corresponding date or period
of the preceding Fiscal Year, all in reasonable detail and duly certified (subject to the absence of footnotes and normal year-end audit
adjustments) by the Chief Financial Officer, Chief Accounting Officer or Chief Compliance Officer of the Parent as having been prepared in
accordance with GAAP, together with (i) a certificate of said officer stating that no Default has occurred and is continuing or, if a Default has
occurred and is
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continuing, a statement as to the nature thereof and the action that the Parent has taken and proposes to take with respect thereto and (ii) a
schedule in form reasonably satisfactory to the Administrative Agent of the computations used by the Parent in determining compliance with the
covenants contained in Section 5.04 .
(d) Litigation . Promptly after the commencement thereof, notice of all actions, suits, investigations, litigation and proceedings before any
court or governmental department, commission, board, bureau, agency or instrumentality, domestic or foreign, affecting any Loan Party or any
of its Subsidiaries of the type described in Section 4.01(f) .
(e) Securities Reports . Promptly after the sending or filing thereof, copies of all proxy statements, financial statements and reports that the
Parent sends to its stockholders generally, copies of all regular, periodic and special reports, and all registration statements, that any Loan Party
or any of its Subsidiaries files with the Securities and Exchange Commission or any governmental authority that may be substituted therefor, or
with any national securities exchange.
(f) ERISA . (i) ERISA Events . Promptly and in any event within 10 days after any Loan Party or any ERISA Affiliate institutes any steps
to terminate any Pension Plan or becomes aware of the institution of any steps or any threat by the PBGC to terminate any Pension Plan, or the
failure to make a required contribution to any Pension Plan if such failure is sufficient to give rise to a lien under section 302(f) of ERISA, or the
taking of any action with respect to a Pension Plan which could reasonably be expected to result in the requirement that any Loan Party or any
ERISA Affiliate furnish a bond or other security to the PBGC or such Pension Plan, or the occurrence of any event with respect to any Pension
Plan which could reasonably be expected to result in any Loan Party or any ERISA Affiliate incurring any material liability, fine or penalty, or
the incurrence by any Loan Party or any ERISA Affiliate of any liability with respect to the withdrawal or partial withdrawal from any
Multiemployer Plan or the receipt by any Loan Party or any ERISA Affiliate of any notice, or the receipt by any Multiemployer Plan from
Borrower or any ERISA Affiliate of any notice, concerning the imposition of Withdrawal Liability or a determination that a Multiemployer Plan
is, or is expected to be, insolvent or in reorganization, within the meaning of Title IV of ERISA, notice thereof and copies of all documentation
relating thereto.
(ii) Plan Annual Reports . Promptly upon request of the Administrative Agent or any Lender, copies of each Schedule B
(Actuarial Information) to the annual report (Form 5500 Series) with respect to each Pension Plan.
(iii) Multiemployer Plan Notices . Promptly and in any event within 15 Business Days after receipt thereof by any Loan Party
or any ERISA Affiliate from the sponsor of a Multiemployer Plan, copies of each notice concerning (A) the imposition of
Withdrawal Liability by any such Multiemployer Plan, (B) the reorganization or termination, within the meaning of Title IV of
ERISA, of any such Multiemployer Plan or (C) the amount of liability incurred, or that may be incurred, by such Loan Party or any
ERISA Affiliate in connection with any event described in clause (A) or (B); provided , however , that such notice and
documentation shall not be required to be provided (except at the specific request of the Administrative Agent or any Lender, in
which case such notice and documentation shall be promptly provided following such request) if such condition or event is not
reasonably expected to result in any Loan Party or any ERISA Affiliate incurring any material liability, fine, or penalty.
(g) Regulatory Notices, Etc . Promptly after any Responsible Officer obtains knowledge thereof, (i) a copy of any notice from the Bermuda
Minister of Finance or the Registrar of Companies or any other person of the revocation, the suspension or the placing of any restriction or
condition on the
33

registration as an insurer of any Loan Party under the Bermuda Insurance Act 1978 (and related regulations) or of the institution of any
proceeding or investigation which could reasonably be expected to result in any such revocation, suspension or placing of such a restriction or
condition, (ii) copies of any correspondence by, to or concerning any Loan Party relating to an investigation conducted by the Bermuda Minister
of Finance, whether pursuant to Section 132 of the Bermuda Companies Act 1981 (and related regulations) or otherwise and (iii) a copy of any
notice of or requesting or otherwise relating to the winding-up or any similar proceeding of or with respect to any Loan Party.
(h) Other Information . Such other information respecting the business, condition (financial or otherwise), operations, performance,
properties or prospects of any Loan Party or any of its Subsidiaries as the Administrative Agent, or any Lender through the Administrative
Agent, may from time to time reasonably request.
Information required to be delivered pursuant to clauses 5.03(b), 5.03(c) and 5.03(e) above shall be deemed to have been delivered
on the date on which the Parent provides notice to the Administrative Agent that such information has been posted on the Parent’s website on the
Internet at the website address listed on the signature pages hereof, at sec.gov/edaux/searches.htm or at another website identified in such notice
and accessible by the Lenders without charge; provided that (x) such notice may be included in a certificate delivered pursuant to clause 5.03(b)
(i)(A) or 5.01(c)(i) and (y) the Parent shall deliver paper copies of the information referred to in clauses 5.03(b), 5.03(c) and 5.03(e) to any
Lender which requests such delivery.
Each Loan Party hereby acknowledges that (a) the Administrative Agent and/or the Arranger will make available to the Lenders
materials and/or information provided by or on behalf of such Loan Party hereunder (collectively, “ Loan Party Materials ”) by posting the Loan
Party Materials on IntraLinks or another similar electronic system (the “ Platform ”) and (b) certain of the Lenders (each, a “ Public Lender ”)
may have personnel who do not wish to receive material non-public information with respect to the Loan Parties or their respective Affiliates, or
the respective securities of any of the foregoing, and who may be engaged in investment and other market-related activities with respect to such
Persons’ securities. Each Loan Party hereby agrees that so long as any Loan Party is the issuer of any outstanding debt or equity securities that
are registered or issued pursuant to a private offering or is actively contemplating issuing any such securities (w) all Loan Party Materials that
are to be made available to Public Lenders shall be clearly and conspicuously marked “PUBLIC” which, at a minimum, shall mean that the word
“PUBLIC” shall appear prominently on the first page thereof; (x) by marking Loan Party Materials “PUBLIC,” each Loan Party shall be deemed
to have authorized the Administrative Agent, the Arranger, and the Lenders to treat such Loan Party Materials as not containing any material
non-public information with respect to such Loan Party or its securities for purposes of United States Federal and state securities laws (provided,
however, that to the extent such Loan Party Materials constitute Confidential Information, they shall be treated as set forth in Section 9.09 );
(y) all Loan Party Materials marked “PUBLIC” are permitted to be made available through a portion of the Platform designated “Public
Investor;” and (z) the Administrative Agent and the Arranger shall be entitled to treat any Loan Party Materials that are not marked “PUBLIC”
as being suitable only for posting on a portion of the Platform not designated “Public Investor.” Notwithstanding the foregoing, no Loan Party
shall be under any obligation to mark any Loan Party Materials “PUBLIC.”
Each Public Lender agrees to cause at least one individual at or on behalf of such Public Lender to at all times have selected the
“Private Side Information” or similar designation on the content declaration screen of the Platform in order to enable such Public Lender or its
delegate, in accordance with such Public Lender’s compliance procedures and applicable law, including United States Federal and state
securities laws, to make reference to Loan Party Materials that are not made available through the
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“Public Side Information” portion of the Platform and that may contain material non-public information with respect to any Loan Party or its
securities for purposes of United States Federal or state securities laws.
Section 5.04 . Financial Covenants. So long as any Advance or any other obligation of any Loan Party under any Loan Document
shall remain unpaid, or any Lender shall have any Commitment hereunder, the Parent will:
(a) Adjusted Consolidated Debt to Total Capitalization Ratio . Maintain at all times a ratio of Adjusted Consolidated Debt to Total
Capitalization of not more than 0.35 to 1.
(b) Consolidated Net Worth . Maintain at all times Consolidated Net Worth in an amount not less than the Minimum Amount.
For this purpose, the “ Minimum Amount ” is an amount equal to the sum of (i) the then-current Base Amount plus (ii) (A) 25% of
Consolidated Net Income for each completed fiscal quarter of the Parent for which Consolidated Net Income is positive and that ends after the
date on which the then-current Base Amount became effective and on or before the last day of the then-current Fiscal Year and (B) 50% of any
increase in Consolidated Net Worth during such period attributable to the issuance of ordinary or preferred shares. The “ Base Amount ” shall be
$9,570,000,000 as of December 31, 2006 and shall be reset on the earlier of (A) the date of the delivery of the financial statements for any Fiscal
Year pursuant to Section 5.03(b)(i) (beginning with the financial statements for the Fiscal Year ending December 31, 2007) and (B) March 30 of
each year (beginning March 30, 2008) to an amount equal to the greater of (x) 70% of Consolidated Net Worth as of the last day of the
immediately preceding Fiscal Year and (y) the Minimum Amount in effect as of the last day of the immediately preceding Fiscal Year.
ARTICLE 6
E VENTS O F D EFAULT
Section 6.01 . Events Of Default. If any of the following events (“ Events of Default ”) shall occur and be continuing:
(a) (i) The Borrower shall fail to pay any principal of any Advance when and as the same shall become due and payable or (ii) the
Borrower shall fail to pay any interest on any Advance, or any Loan Party shall fail to make any other payment under any Loan Document, in
each case under this clause (ii) within five Business Days after the same becomes due and payable; or
(b) any representation or warranty made by any Loan Party (or any of its officers) under or in connection with any Loan Document shall
prove to have been incorrect in any material respect when made; or
(c) any Loan Party shall fail to perform or observe any term, covenant or agreement contained in Section 2.12 , 5.01(d)(i) (solely with
respect to the existence of a Loan Party), 5.02 , 5.03(a) or 5.04 ; or
(d) any Loan Party shall fail to perform or observe any term, covenant or agreement contained in Section 5.01(e) if such failure shall
remain unremedied for five Business Days after written notice thereof shall have been given to the Parent by the Administrative Agent or any
Lender; or
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(e) any Loan Party shall fail to perform or observe any other term, covenant or agreement contained in any Loan Document on its part to
be performed or observed if such failure shall remain unremedied for 30 days after the earlier of the date on which (i) a Responsible Officer
becomes aware of such failure or (ii) written notice thereof shall have been given to such Loan Party by the Administrative Agent or any Lender;
or
(f) the Parent or any of its Subsidiaries shall fail to pay any Material Financial Obligation (but excluding Debt outstanding hereunder) of
the Parent or such Subsidiary (as the case may be), when the same becomes due and payable (whether by scheduled maturity, required
prepayment, acceleration, demand or otherwise), and such failure shall continue after the applicable grace period, if any, specified in the
agreement or instrument relating to such Material Financial Obligation; or any other event shall occur or condition shall exist under any
agreement or instrument relating to any such Material Financial Obligation and shall continue after the applicable grace period, if any, specified
in such agreement or instrument, if the effect of such event or condition is (i) to accelerate, or to permit the acceleration of, the maturity of such
Material Financial Obligation, (ii) otherwise to cause, or to permit the holder thereof to cause, such Material Financial Obligation to mature or
(iii) to require, or to permit the holder thereof to require, the delivery of cash collateral for such Material Financial Obligation; or any such
Material Financial Obligation shall be declared to be due and payable or required to be prepaid or redeemed (other than by a regularly scheduled
required prepayment or redemption), purchased or defeased, or an offer to prepay, redeem, purchase or defease such Material Financial
Obligation shall be required to be made, in each case prior to the stated maturity thereof; or
(g) any Loan Party or any Significant Subsidiary shall generally not pay its debts as such debts become due, or shall admit in writing its
inability to pay its debts generally, or shall make a general assignment for the benefit of creditors; or any proceeding shall be instituted by or
against any Loan Party or any Significant Subsidiary seeking to adjudicate it a bankrupt or insolvent, or seeking liquidation, winding up,
reorganization, arrangement, adjustment, protection, relief, or composition of it or its debts under any law relating to bankruptcy, insolvency or
reorganization or relief of debtors, or seeking the entry of an order for relief or the appointment of a receiver, trustee, or other similar official for
it or for any substantial part of its property and, in the case of any such proceeding instituted against it (but not instituted by it) that is being
diligently contested by it in good faith, either such proceeding shall remain undismissed or unstayed for a period of 60 days or any of the actions
sought in such proceeding (including the entry of an order for relief against, or the appointment of a receiver, trustee, custodian or other similar
official for, it or any substantial part of its property) shall occur; or any Loan Party or any Significant Subsidiary shall take any corporate action
to authorize any of the actions set forth above in this subsection (g); or
(h) any final judgment or order for the payment of money in excess of $100,000,000 shall be rendered against any Loan Party or any of its
Subsidiaries and either (i) enforcement proceedings shall have been commenced by any creditor upon such judgment or order or (ii) there shall
be any period of 30 consecutive days during which a stay of enforcement of such judgment or order, by reason of a pending appeal or otherwise,
shall not be in effect; or
(i) any provision in Article 7 of this Agreement shall for any reason cease to be valid and binding on or enforceable against any Loan Party
(other than as a result of a transaction permitted hereunder), or any such Loan Party shall so state in writing; or
(j) a Change of Control shall occur; or
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(k) Any Loan Party or any ERISA Affiliate shall incur or shall be reasonably expected to incur liability in excess of $25,000,000 in the
aggregate with respect to any Pension Plan or any Multiemployer Plan in connection with the occurrence of any of the following events or
existence of any of the following conditions:
(i) Institution of any steps by any Loan Party, any ERISA Affiliate or any other Person, including the PBGC to terminate a
Pension Plan if as a result of such termination a Loan Party or any ERISA Affiliate would reasonably be expected to be required to
make a contribution to such Pension Plan, or would reasonably be expected to incur a liability or obligation; or
(ii) A contribution failure occurs with respect to any Pension Plan sufficient to give rise to a lien under section 302(f) of
ERISA; or
(iii) Any condition shall exist or event shall occur with respect to a Pension Plan that is reasonably expected to result in any
Loan Party or any ERISA Affiliate being required to furnish a bond or security to the PBGC or such Pension Plan, or incurring a
liability or obligation in excess of $25,000,000; or
(l) any Loan Party or any ERISA Affiliate shall have been notified by the sponsor of a Multiemployer Plan that it has incurred Withdrawal
Liability or a default, within the meaning of Section 4219(c)(5) of ERISA, has occurred with respect to such Multiemployer Plan which, in each
case, could reasonably be expected to cause any Loan Party or any ERISA Affiliate to incur a payment obligation in excess of $25,000,000;
then, and in any such event, the Administrative Agent (i) shall at the request, or may with the consent, of the Required Lenders, by notice to the
Borrower, declare the Commitments of each Lender and the obligation of each Lender to make Advances to be terminated, whereupon the same
shall forthwith terminate, and/or (ii) shall at the request, or may with the consent, of the Required Lenders, by notice to the Borrower, declare the
Advances, all interest thereon and all other amounts payable under this Agreement and the other Loan Documents to be forthwith due and
payable, whereupon the Advances, all such interest and all such amounts shall become and be forthwith due and payable, without presentment,
demand, protest or further notice of any kind, all of which are hereby expressly waived by the Loan Parties; provided, however, that in the event
of an actual or deemed entry of an order for relief with respect to any Loan Party under the Federal Bankruptcy Code, (x) the Commitments of
each Lender and the obligation of each Lender to make Advances shall automatically be terminated, and (y) the Advances, all such interest and
all such amounts shall automatically become and be due and payable, without presentment, demand, protest or any notice of any kind, all of
which are hereby expressly waived by the Loan Parties.
ARTICLE 7
T HE G UARANTY
Section 7.01 . The Guaranty. (a) Each Guarantor hereby jointly and severally, unconditionally, absolutely and irrevocably guarantees
the full and punctual payment (whether at stated maturity, upon acceleration or otherwise) of all amounts payable by the Borrower and each
other Loan Party under the Loan Documents including the principal of and interest (including, to the greatest extent permitted by law, postpetition interest) on each Advance made to the Borrower pursuant to this Agreement and fees, expenses, indemnities or any other obligations,
whether now existing or hereafter incurred, created or arising and whether direct or indirect, absolute or contingent, or due or to become due.
Upon failure by
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the Borrower or any other Loan Party to pay punctually any such amount, each Guarantor agrees to pay forthwith on demand the amount not so
paid at the place and in the manner specified in this Agreement.
(b) Each Guarantor (other than the Parent), and by its acceptance of this Guaranty, the Administrative Agent and each Lender, hereby
confirms that it is the intention of all such Persons that this Guaranty and the obligations of each Guarantor hereunder not constitute a fraudulent
transfer or conveyance for purposes of Bankruptcy Law, the Uniform Fraudulent Conveyance Act, the Uniform Fraudulent Transfer Act or any
similar foreign, federal or state law to the extent applicable to this Guaranty and the obligations of each Guarantor (other than the Parent)
hereunder. To effectuate the foregoing intention, the Administrative Agent, the Lenders and the Guarantors hereby irrevocably agree that the
obligations of each Guarantor (other than the Parent) under this Article 7 at any time shall be limited to the maximum amount as will result in the
obligations of such Guarantor under this Guaranty not constituting a fraudulent transfer or conveyance.
Section 7.02 . Guaranty Unconditional. The obligations of each Guarantor under this Article 7 shall be unconditional, absolute and
irrevocable and, without limiting the generality of the foregoing, shall not be released, discharged or otherwise affected by:
(a) any extension, renewal, settlement, compromise, waiver or release in respect of any obligation of any other obligor under any of the
Loan Documents, by operation of law or otherwise;
(b) any modification or amendment of or supplement to any of the Loan Documents;
(c) any release, non-perfection or invalidity of any direct or indirect security for any obligation of any other obligor under any of the Loan
Documents;
(d) any change in the corporate existence, structure or ownership of any obligor, or any insolvency, bankruptcy, reorganization or other
similar proceeding affecting any other obligor or its assets or any resulting release or discharge of any obligation of any other obligor contained
in any of the Loan Documents;
(e) the existence of any claim, set-off or other rights which any obligor may have at any time against any other obligor, the Administrative
Agent, any Lender or any other corporation or person, whether in connection with any of the Loan Documents or any unrelated transactions,
provided that nothing herein shall prevent the assertion of any such claim by separate suit or compulsory counterclaim;
(f) any invalidity or unenforceability relating to or against any other obligor for any reason of any of the Loan Documents, or any provision
of applicable law or regulation purporting to prohibit the payment by any other obligor of the principal of or interest on any Note or any other
amount payable under any of the Loan Documents;
(g) any law, regulation or order of any jurisdiction, or any other event, affecting any term of any obligation or the Lenders’ rights with
respect thereto; or
(h) any other act or omission to act or delay of any kind by any obligor, the Administrative Agent, any Lender or any other corporation or
person or any other circumstance whatsoever which might, but for the provisions of this paragraph, constitute a legal or equitable discharge of or
defense to a Guarantor’s obligations under this Article 7 .
Section 7.03 . Discharge only upon Payment in Full; Reinstatement in Certain Circumstances. Each Guarantor’s obligations under
this Article 7 shall remain in full force and effect until the
38

Commitments shall have terminated, and the principal of and interest on the Advances and all other amounts payable by the other Loan Parties
under the Loan Documents shall have been paid in full. If at any time any payment of the principal of or interest on any Advance or any other
amount payable by the Borrower or any other Loan Party under the Loan Documents is rescinded or must be otherwise restored or returned upon
the insolvency, bankruptcy or reorganization of the Borrower or such Loan Party or otherwise, each Guarantor’s obligations under this Article 7
with respect to such payment shall be reinstated as though such payment had been due but not made at such time.
Section 7.04 . Waiver by the Guarantors. Each Guarantor irrevocably waives acceptance hereof, presentment, demand, protest and
any notice not provided for herein, as well as any requirement that at any time any action be taken by any corporation or person against any other
obligor or any other corporation or person.
Section 7.05 . Subrogation. Each Guarantor hereby unconditionally and irrevocably agrees not to exercise any rights that it may now
have or hereafter acquire against any other Loan Party or any other insider guarantor that arise from the existence, payment, performance or
enforcement of such Guarantor’s obligations under or in respect of this Guaranty or any other Loan Document, including any right of
subrogation, reimbursement, exoneration, contribution or indemnification and any right to participate in any claim or remedy of any Lender
against any other Loan Party or any other insider guarantor or any collateral, whether or not such claim, remedy or right arises in equity or under
contract, statute or common law, including the right to take or receive from any other Loan Party or any other insider guarantor, directly or
indirectly, in cash or other property or by set-off or in any other manner, payment or security on account of such claim, remedy or right, unless
and until all amounts payable under this Guaranty shall have been paid in full in cash, and the Commitments shall have expired or been
terminated. If any amount shall be paid to any Guarantor in violation of the immediately preceding sentence at any time prior to the latest of
(a) the payment in full in cash of all amounts payable under this Guaranty, and (b) the Maturity Date, such amount shall be received and held in
trust for the benefit of the Lenders, shall be segregated from other property and funds of such Guarantor and shall forthwith be paid or delivered
to the Administrative Agent in the same form as so received (with any necessary endorsement or assignment) to be credited and applied to all
amounts payable under this Guaranty, whether matured or unmatured, in accordance with the terms of the Loan Documents, or to be held as
collateral for any amounts payable under this Guaranty thereafter arising. If (i) any Guarantor shall make payment to any Lender of all or any
amounts payable under this Guaranty, (ii) all amounts payable under this Guaranty shall have been paid in full in cash, and (iii) the Maturity
Date shall have occurred, the Lenders will, at such Guarantor’s request and expense, execute and deliver to such Guarantor appropriate
documents, without recourse and without representation or warranty, necessary to evidence the transfer by subrogation to such Guarantor of an
interest in the obligations resulting from such payment made by such Guarantor pursuant to this Guaranty.
Section 7.06 . Stay of Acceleration. If acceleration of the time for payment of any amount payable by the Borrower under any of the
Loan Documents is stayed upon the insolvency, bankruptcy or reorganization of the Borrower, all such amounts otherwise subject to acceleration
under the terms of this Agreement shall nonetheless be payable by the Guarantors under this Article 7 forthwith on demand by the
Administrative Agent made at the request of the Required Lenders.
Section 7.07 . Continuing Guaranty; Assignments. This Guaranty is a continuing guaranty and shall (a) remain in full force and effect
until the latest of (i) the payment in full in cash of all amounts payable under this Guaranty and (ii) the Maturity Date, (b) be binding upon each
Guarantor, its successors and assigns and (c) inure to the benefit of and be enforceable by the Lenders and their successors, transferees and
assigns. Without limiting the generality of clause (c) of the immediately preceding
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sentence, any Lender may assign or otherwise transfer all or any portion of its rights and obligations under this Agreement (including all or any
portion of its Commitment, the Advances owing to it and any Note held by it) to any other Person, and such other Person shall thereupon become
vested with all the benefits in respect thereof granted to such Lender herein or otherwise, in each case as and to the extent provided in
Section 9.06 and Section 9.07 .
ARTICLE 8
A DMINISTRATIVE A GENT
Section 8.01 . Authorization and Action. Each Lender (in its capacity as a Lender) hereby appoints and authorizes the Administrative
Agent to take such action as agent on its behalf and to exercise such powers and discretion under this Agreement and the other Loan Documents
as are delegated to the Administrative Agent by the terms hereof and thereof, together with such powers and discretion as are reasonably
incidental thereto and to delegate such powers and discretion to such sub-agents as it may deem to be appropriate in its discretion. As to any
matters not expressly provided for by the Loan Documents (including enforcement or collection of any Note), the Administrative Agent shall not
be required to exercise any discretion or take any action, but shall be required to act or to refrain from acting (and shall be fully protected in so
acting or refraining from acting) upon the instructions of the Required Lenders or all the Lenders where unanimity is required, and such
instructions shall be binding upon all Lenders; provided, however, that the Administrative Agent shall not be required to take any action that
exposes the Administrative Agent to personal liability or that is contrary to this Agreement or applicable law. The provisions of this Article are
for the benefit of the Lenders and the Administrative Agent, and no Loan Party shall have any rights as a third party beneficiary of any such
provision.
Section 8.02 . Administrative Agent’s Reliance, Etc. Neither the Administrative Agent nor any of its respective directors, officers,
agents, employees, advisors, or Affiliates shall be liable for any action taken or omitted to be taken by it or them under or in connection with the
Loan Documents, except for its or their own gross negligence or willful misconduct. Without limitation of the generality of the foregoing, the
Administrative Agent: (a) may consult with legal counsel (including counsel for any Loan Party), independent public accountants and other
experts selected by it and shall not be liable for any action taken or omitted to be taken in good faith by it in accordance with the advice of such
counsel, accountants or experts; (b) makes no warranty or representation to any Lender and shall not be responsible to any Lender for any
statements, warranties or representations (whether written or oral) made in or in connection with the Loan Documents; (c) shall not have any
duty to ascertain or to inquire as to the performance or observance of any of the terms, covenants or conditions of any Loan Document on the
part of any Loan Party or to inspect the property (including the books and records) of any Loan Party; (d) shall not be responsible to any Lender
for the due execution, legality, validity, enforceability, genuineness, sufficiency or value of, or the perfection or priority of any lien or security
interest created or purported to be created under or in connection with, any Loan Document or any other instrument or document furnished
pursuant thereto; (e) shall have no fiduciary or other implied duties hereunder; (f) shall not be deemed to have knowledge of any Default unless
and until notice, describing such Default, is given to the Administrative Agent by a Loan Party or a Lender; (g) shall incur no liability under or in
respect of any Loan Document by acting upon any notice, consent, certificate or other instrument or writing (which may be by telegram or
telecopy) reasonably believed by it to be genuine and signed or sent by the proper party or parties; and (h) shall not have any duty to ascertain or
inquire into the satisfaction of any condition set forth in Section 3.01 or elsewhere herein, other than to confirm receipt of items expressing
required to be delivered to the Administrative Agent.
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Section 8.03 . Bank of America and Affiliates. With respect to its Commitments and the Advances made by it, Bank of America shall
have the same rights and powers under the Loan Documents as any other Lender and may exercise the same as though it were not the
Administrative Agent; and the term “ Lender ” or “ Lenders ” shall, unless otherwise expressly indicated, include Bank of America in its
individual capacity. Bank of America and its Affiliates may accept deposits from, lend money to, act as trustee under indentures of, accept
investment banking engagements from and generally engage in any kind of business with, any Loan Party, any of its Subsidiaries and any Person
that may do business with or own securities of any Loan Party or any such Subsidiary, all as if Bank of America were not the Administrative
Agent and without any duty to account therefor to the Lenders.
Section 8.04 . Lender Credit Decision. Each Lender acknowledges that it has, independently and without reliance upon the
Administrative Agent or any other Lender and based on the financial statements referred to in Section 8.04 and such other documents and
information as it has deemed appropriate, made its own credit analysis and decision to enter into this Agreement. Each Lender also
acknowledges that it will, independently and without reliance upon the Administrative Agent or any other Lender and based on such documents
and information as it shall deem appropriate at the time, continue to make its own credit decisions in taking or not taking action under this
Agreement.
Section 8.05 . Indemnification. (a) Each Lender severally agrees to indemnify the Administrative Agent and its officers, directors,
employees, agents, advisors and Affiliates (to the extent not promptly reimbursed by the Borrower) from and against such Lender’s ratable share
(determined as provided below) of any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, expenses or
disbursements of any kind or nature whatsoever that may be imposed on, incurred by, or asserted against the Administrative Agent or any such
other Person in any way relating to or arising out of the Loan Documents or any action taken or omitted by the Administrative Agent under the
Loan Documents; provided, however, that no Lender shall be liable for any portion of such liabilities, obligations, losses, damages, penalties,
actions, judgments, suits, costs, expenses or disbursements resulting from the Administrative Agent’s or other Person’s gross negligence or
willful misconduct. Without limitation of the foregoing, each Lender agrees to reimburse the Administrative Agent promptly upon demand for
its ratable share of any costs and expenses (including fees and expenses of counsel) payable by the Borrower under Section 9.04 , to the extent
that the Administrative Agent is not promptly reimbursed for such costs and expenses by the Borrower.
(b) For purposes of this Section 8.05 , the Lenders’ respective ratable shares of any amount shall be determined, at any time, according to
(i) the amounts of their respective Commitments (whether or not in existence), if the Borrowing has not occurred at such time, or (ii) their
respective interests in the outstanding principal amount of all Advances if the Borrowing has occurred at or prior to such time. The failure of any
Lender to reimburse the Administrative Agent promptly upon demand for its ratable share of any amount required to be paid by the Lenders to
the Administrative Agent as provided herein shall not relieve any other Lender of its obligation hereunder to reimburse the Administrative Agent
for its ratable share of such amount, but no Lender shall be responsible for the failure of any other Lender to reimburse the Administrative Agent
for such other Lender’s ratable share of such amount. Without prejudice to the survival of any other agreement of any Lender hereunder, the
agreement and obligations of each Lender contained in this Section 8.05 shall survive the payment in full of principal, interest and all other
amounts payable hereunder and under the other Loan Documents.
Section 8.06 . Successor Administrative Agent. The Administrative Agent may resign at any time by giving written notice thereof to
the Lenders and the Parent. Upon any such resignation or removal, the Required Lenders shall have the right to appoint a successor
Administrative Agent, subject (so long as no Event of Default exists) to the consent of the Parent (which consent shall not be unreasonably
withheld).
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If no successor Administrative Agent shall have been so appointed by the Required Lenders, and shall have accepted such appointment, within
30 days after the retiring Administrative Agent’s giving of notice of resignation or the Required Lenders’ removal of the retiring Administrative
Agent, then the retiring Administrative Agent may, on behalf of the Lenders, appoint a successor Administrative Agent, which shall be a
commercial bank organized under the laws of the United States or of any State thereof and having a combined capital and surplus of at least
$250,000,000. Upon the acceptance of any appointment as Administrative Agent hereunder by a successor Administrative Agent, such successor
Administrative Agent shall succeed to and become vested with all the rights, powers, discretion, privileges and duties of the retiring
Administrative Agent, and the retiring Administrative Agent shall be discharged from its duties and obligations under the Loan Documents. If
within 30 days after written notice is given of the retiring Administrative Agent’s resignation or removal under this Section 8.06, no successor
Administrative Agent shall have been appointed and shall have accepted such appointment, then on such 30th day (a) the retiring Administrative
Agent’s resignation or removal shall become effective, (b) the retiring Administrative Agent shall thereupon be discharged from its duties and
obligations under the Loan Documents and (c) the Required Lenders shall thereafter perform all duties of the retiring Administrative Agent
under the Loan Documents until such time, if any, as the Required Lenders appoint a successor Administrative Agent as provided above. After
any retiring Administrative Agent’s resignation or removal hereunder as Administrative Agent shall have become effective, the provisions of this
Article 8 shall inure to its benefit as to any actions taken or omitted to be taken by it while it was Administrative Agent under this Agreement.
Section 8.07 . Other Agents. No Person named on the cover page or any signature page hereof, or elsewhere herein, as a syndication
agent, a documentation agent or any other type of agent (other than Administrative Agent) shall have any duty or obligation of any kind under
this Agreement in such capacity.
ARTICLE 9
M ISCELLANEOUS
Section 9.01 . Amendments, Etc. No amendment or waiver of any provision of this Agreement or any other Loan Document, nor
consent to any departure by any Loan Party therefrom, shall in any event be effective unless the same shall be in writing and signed by the
Required Lenders (and, in the case of an amendment, the Parent; and each other Loan Party hereby irrevocably authorizes and directs the Parent
to execute any such amendment on its behalf), and then any such waiver or consent shall be effective only in the specific instance and for the
specific purpose for which given; provided that no amendment, waiver or consent shall:
(a) unless in writing and signed by all of the Lenders, do any of the following at any time: (i) alter the ratable sharing of payments
contemplated by Section 2.11 , (ii) waive any of the conditions specified in Section 3.01 , (iii) change the number of Lenders or the percentage
of (x) the Commitments, or (y) the aggregate unpaid principal amount of the Advances that, in each case, shall be required for the Lenders or any
of them to take any action hereunder, (iv) reduce or limit the obligations of any Guarantor under Article 7 or release such Guarantor or otherwise
limit such Guarantor’s liability with respect to the obligations owing to the Administrative Agent and the Lenders, (v) amend this Section 9.01 or
any of the definitions herein that would have such effect, (vi) extend the Maturity Date or (vii) limit the liability of any Loan Party under any of
the Loan Documents; or
(b) unless in writing and signed by each affected Lender, do any of the following at any time: (i) increase the Commitments of the Lenders
or subject the Lenders to any additional obligations, (ii)
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reduce the principal of, or interest on, the Notes or any fee (including the Ticking Fee) or other amount payable hereunder, or (iii) postpone any
date fixed for any payment of principal of, or interest on, the Notes or any fee or other amount payable hereunder;
provided further that no amendment, waiver or consent shall, unless in writing and signed by the Administrative Agent in addition to the Lenders
required above to take such action, affect the rights or duties of the Administrative Agent under this Agreement or the other Loan Documents.
Section 9.02 . Notices, Etc. (a) All notices and other communications provided for hereunder shall be in writing (including
telegraphic or telecopy communication) and mailed, telecopied or delivered, if to any Loan Party, at its address set forth below on the signature
pages hereof; if to any Lender, the address for notices specified in its Administrative Questionnaire; and if to the Administrative Agent, at the
Administrative Agent’s Office; or, as to any other party, at such other address as shall be designated by such party in a written notice to the other
parties. All such notices and communications shall, when mailed, or telecopied, be effective when deposited in the mails, or transmitted by
telecopier, respectively, except that notices and communications to the Administrative Agent pursuant to Article 2 , Article 3 , or Article 8 shall
not be effective until received by the Administrative Agent. Manual delivery by telecopier of an executed counterpart of any amendment or
waiver of any provision of this Agreement or any other Loan Document shall be effective as delivery of an original executed counterpart thereof.
Section 9.03 . No Waiver; Remedies. No failure on the part of any Lender or the Administrative Agent to exercise, and no delay in
exercising, any right hereunder or under any Note shall operate as a waiver thereof; nor shall any single or partial exercise of any such right
preclude any other or further exercise thereof or the exercise of any other right. The remedies herein provided are cumulative and not exclusive
of any remedies provided by law.
Section 9.04 . Costs and Expenses. (a) The Borrower agrees to pay on demand (i) all reasonable and documented costs and expenses
of the Administrative Agent in connection with the preparation, execution, delivery, administration, modification and amendment of the Loan
Documents (including (A) all due diligence, collateral review, syndication, transportation, computer, duplication, appraisal, audit, insurance,
consultant, search, filing and recording fees and expenses and (B) the reasonable and documented fees and expenses of a single counsel for the
Administrative Agent with respect thereto, with respect to advising the Administrative Agent as to its rights and responsibilities, or the
perfection, protection or preservation of rights or interests, under the Loan Documents, with respect to negotiations with any Loan Party or with
other creditors of any Loan Party or any of its Subsidiaries arising out of any Default or any events or circumstances that may give rise to a
Default and with respect to presenting claims in or otherwise participating in or monitoring any bankruptcy, insolvency or other similar
proceeding involving creditors’ rights generally and any proceeding ancillary thereto) and (ii) all reasonable and documented costs and expenses
of the Administrative Agent, and each Lender in connection with the enforcement of the Loan Documents, whether in any action, suit or
litigation, or any bankruptcy, insolvency or other similar proceeding affecting creditors’ rights generally (including the reasonable and
documented fees and expenses of counsel for the Administrative Agent and each Lender with respect thereto); provided that the Borrower shall
only be obligated to pay the fees and expenses of a single counsel for the Lenders (it being understood that the Administrative Agent may engage
separate counsel) unless, and to the extent that, such counsel reasonably determines that a conflict requires the engagement of additional counsel.
(b) The Borrower agrees to indemnify and hold harmless the Administrative Agent, each Lender and each of their Affiliates and their
respective officers, directors, employees, agents and advisors (each, an “ Indemnified Party ”) from and against any and all claims, damages,
losses, liabilities and
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expenses (including reasonable and documented fees and expenses of counsel) that may be incurred by or asserted or awarded against any
Indemnified Party, in each case arising out of or in connection with or by reason of (including in connection with any investigation, litigation or
proceeding or preparation of a defense in connection therewith) this Agreement, any Loan Party’s or the Administrative Agent’s transmission of
any Loan Party Materials over the Internet, the actual or proposed use of the proceeds of the Advances, the Loan Documents or any of the
transactions contemplated thereby, including any acquisition or proposed acquisition by the Borrower or any of its Subsidiaries or Affiliates
(including, without limitation, the Transaction), except to the extent such claim, damage, loss, liability or expense is found in a final, nonappealable judgment by a court of competent jurisdiction to have resulted from such Indemnified Party’s gross negligence or willful misconduct;
provided that the Borrower shall only be obligated to pay the fees and expenses of a single counsel for the Indemnified Parties (other than the
Administrative Agent, which may engage separate counsel) unless, and to the extent that, such counsel reasonably determines that a conflict
requires the engagement of additional counsel. In the case of an investigation, litigation or other proceeding to which the indemnity in this
Section 9.04(b) applies, such indemnity shall be effective whether or not such investigation, litigation or proceeding is brought by any Loan
Party, its directors, shareholders or creditors or an Indemnified Party or any Indemnified Party is otherwise a party thereto and whether or not the
transactions contemplated by the Loan Documents are consummated. Each Loan Party also agrees not to assert any claim against the
Administrative Agent, any Lender or any of their Affiliates, or any of their respective officers, directors, employees, attorneys and agents, on any
theory of liability, for special, indirect, consequential or punitive damages arising out of or otherwise relating to the credit facilities provided
hereunder, the actual or proposed use of the proceeds of the Advances, the Loan Documents or any of the transactions contemplated by the Loan
Documents.
(c) If any payment of principal of, or Conversion of, any Eurodollar Rate Advance is made by the Borrower to or for the account of a
Lender other than on the last day of the Interest Period for such Advance, as a result of a payment or Conversion pursuant to Section 2.04 ,
Section 2.07(b)(i) , or 2.08(d) , acceleration of the maturity of the Advances pursuant to Section 6.01 or for any other reason, or if the Borrower
fails to make any payment or prepayment of an Advance for which a notice of prepayment has been given or that is otherwise required to be
made, whether pursuant to Section 2.03 , 2.04 or 6.01 or otherwise, the Borrower agree, within 10 days after demand by such Lender (with a
copy of such demand to the Administrative Agent), which demand shall include a calculation in reasonable detail of the amount demanded, to
pay to the Administrative Agent for the account of such Lender any amounts required to compensate such Lender for any additional losses, costs
or expenses that it may reasonably incur as a result of such payment or Conversion or such failure to pay or prepay, as the case may be, including
any loss (excluding loss of anticipated profits), cost or expense incurred by reason of the liquidation or reemployment of deposits or other funds
acquired by any Lender to fund or maintain such Advance.
(d) Without prejudice to the survival of any other agreement of any Loan Party hereunder or under any other Loan Document, the
agreements and obligations of the Borrower contained in Sections 2.08 and 2.10 and this Section 9.04 shall survive the payment in full of
principal, interest and all other amounts payable hereunder and under any of the other Loan Documents.
Section 9.05 . Right of Set-off. Upon (a) the occurrence and during the continuance of any Event of Default and (b) the making of the
request or the granting of the consent specified by Section 6.01 to authorize the Administrative Agent to declare the Advances due and payable
pursuant to the provisions of Section 6.01 , the Administrative Agent and each Lender and each of their respective Affiliates is hereby authorized
at any time and from time to time, to the fullest extent permitted by law, to set off and otherwise apply any and all deposits (general or special,
time or demand, provisional or final) at any time held and other indebtedness at any time owing by the Administrative Agent, such Lender or
such Affiliate to or for the credit or the account of any Loan Party against any and all of the obligations of such Loan
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Party now or hereafter existing under the Loan Documents, irrespective of whether the Administrative Agent or such Lender shall have made
any demand under this Agreement or any Note and although such obligations may be unmatured. The Administrative Agent and each Lender
agrees promptly to notify the Parent after any such set-off and application; provided, however, that the failure to give such notice shall not affect
the validity of such set-off and application. The rights of the Administrative Agent and each Lender and their respective Affiliates under this
Section are in addition to other rights and remedies (including other rights of set-off) that the Administrative Agent, such Lender and their
respective Affiliates may have.
Section 9.06 . Successors; Participations and Assignments. (a) The provisions of this Agreement shall be binding upon and inure to
the benefit of the parties hereto and their respective successors and assigns, except that no Loan Party may assign or otherwise transfer any of its
rights and obligations under this Agreement without the prior written consent of all the Lenders.
(b) Any Lender may at any time grant to one or more banks or other institutions (other than the Parent or any of its Subsidiaries or
Affiliates) (each a “ Participant ”) participating interests in its Commitment or any or all of its Advance. If a Lender grants any such
participating interest to a Participant, whether or not upon notice to the Borrower and the Administrative Agent, such Lender shall remain
responsible for the performance of its obligations hereunder, and the Borrower and the Administrative Agent shall continue to deal solely and
directly with such Lender in connection with such Lender’s rights and obligations under this Agreement. Any agreement pursuant to which any
Lender may grant such a participating interest shall provide that such Lender shall retain the sole right and responsibility to enforce the
obligations of the Loan Parties hereunder including the right to approve any amendment, modification or waiver of any provision of this
Agreement; provided that such participation agreement may provide that such Lender will not agree to any modification, amendment or waiver
of this Agreement described in Section 9.01(a) and (b) without the consent of the Participant. The Borrower agrees that each Participant shall, to
the extent provided in its participation agreement, be entitled to the benefits of Section 2.08 , 2.10 and 9.04(c) with respect to its participating
interest. An assignment or other transfer which is not permitted by Section 9.06(c) or 9.06(d) shall be given effect for purposes of this
Agreement only to the extent of a participating interest granted in accordance with this subsection.
(c) Any Lender may at any time assign to one or more banks or other institutions (each an “ Assignee ”) all or a part of its Commitment or
Advance (in a minimum amount of not less than $10,000,000) under this Agreement and its Note, and such Assignee shall assume such rights
and obligations, pursuant to an Assignment and Assumption Agreement substantially in the form of Exhibit C hereto (an “ Assignment and
Assumption ”) signed by such Assignee and such transferor Lender, with (and subject to) the subscribed consent of the Parent, and the
Administrative Agent (which consent shall not be unreasonably withheld or delayed); provided that (i) if an Assignee is an affiliate of such
transferor Lender (including any fund managed by such Lender or its Affiliate) or was a Lender immediately before such assignment, no such
consent of the Parent or the Administrative Agent shall be required, (ii) no such consent of the Parent shall be required if at the time an Event of
Default exists, (iii) such consent shall be deemed to have been given by the Parent, or the Administrative Agent, as the case may be, if it shall not
have responded to a written request for consent within five Business Days of its receipt thereof and (iv) neither the Parent nor any of its
Subsidiaries or Affiliates may be an Assignee. When such instrument has been signed and delivered by the parties thereto and such Assignee has
paid to such transferor Lender the purchase price agreed between them, such Assignee shall be a Lender party to this Agreement and shall have
all the rights and obligations of a Lender with respect to the Commitment and Advance as set forth in such instrument of assumption, and the
transferor Lender shall be released from its obligations hereunder to a corresponding extent, and no further consent or action by any party shall
be required. Upon the consummation of any assignment pursuant to this subsection, the transferor Lender, the
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Administrative Agent and the Borrower shall make appropriate arrangements so that, if required, a new Note is issued to the Assignee. In
connection with any such assignment, the transferor Lender shall pay to the Administrative Agent an administrative fee for processing such
assignment in the amount of $3,500. If the Assignee is not incorporated under the laws of the United States or a State thereof, it shall deliver to
the Parent and the Administrative Agent certification as to exemption from deduction or withholding of United States federal income taxes in
accordance with Section 2.10(e) .
(d) Any Lender may at any time assign all or any portion of its rights under this Agreement and, if applicable, its Note to a Federal Reserve
Bank. No such assignment shall release the transferor Lender from its obligations hereunder.
(e) No Assignee, Participant or other transferee of any Lender’s rights shall be entitled to receive any greater payment under Section 2.08
or 2.10 than such Lender would have been entitled to receive with respect to the rights transferred, unless such transfer is made with the
Borrower’s prior written consent or by reason of the provisions of Section 2.08 requiring such Lender to designate a different Applicable
Lending Office under certain circumstances or at a time when the circumstances giving rise to such greater payment did not exist.
Section 9.07 . Designated Lenders. (a) Subject to the provisions of this subsection (a), any Lender may at any time designate an
Eligible Designee to provide all or a portion of the Advance to be made by such Lender pursuant to this Agreement; provided that such
designation shall not be effective unless the Parent and the Administrative Agent consent thereto (which consents shall not be unreasonably
withheld). When a Lender and its Eligible Designee shall have signed an agreement substantially in the form of Exhibit D hereto (a “
Designation Agreement ”) and the Parent and the Administrative Agent shall have signed their respective consents thereto, such Eligible
Designee shall become a Designated Lender for purposes of this Agreement. The Designating Lender shall thereafter have the right to permit
such Designated Lender to provide all or a portion of the Advance to be made by such Designating Lender pursuant to Section 2.01 or 2.03 , and
the making of such Advance or portion thereof shall satisfy the obligation of the Designating Lender to the same extent, and as if, such Advance
or portion thereof were made by the Designating Lender. As to any Advance or portion thereof made by it, each Designated Lender shall have all
the rights that a Lender making such Advance or portion thereof would have had under this Agreement and otherwise; provided that (x) its
voting rights under this Agreement shall be exercised solely by its Designating Lender and (y) its Designating Lender shall remain solely
responsible to the other parties hereto for the performance of such Designated Lender’s obligations under this Agreement, including its
obligations in respect of the Advance or portion thereof made by it. No additional Note shall be required to evidence the Advance or portion
thereof made by a Designated Lender; and the Designating Lender shall be deemed to hold its Note (if any) as agent for its Designated Lender to
the extent of the Advance or portion thereof funded by such Designated Lender. Each Designating Lender shall act as administrative agent for its
Designated Lender and give and receive notices and other communications on its behalf. Any payments for the account of any Designated
Lender shall be paid to its Designating Lender as administrative agent for such Designated Lender and neither the Borrower nor the
Administrative Agent shall be responsible for any Designating Lender’s application of such payments. In addition, any Designated Lender may,
with notice to (but without the prior written consent of) the Parent and the Administrative Agent, (i) assign all or portions of its interest in any
Advance to its Designating Lender or to any financial institutions consented to by the Parent and the Administrative Agent that provide liquidity
and/or credit facilities to or for the account of such Designated Lender to support the funding of the Advance or portions thereof made by it and
(ii) disclose on a confidential basis any non-public information relating to its Advance or portions thereof to any rating agency, commercial
paper dealer or provider of any guarantee, surety, credit or liquidity enhancement to such Designated Lender.
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(b) Each party to this Agreement agrees that it will not institute against, or join any other person in instituting against, any Designated
Lender any bankruptcy, insolvency, reorganization or other similar proceeding under any federal or state bankruptcy or similar law, for one year
and a day after all outstanding senior indebtedness of such Designated Lender is paid in full. The Designating Lender for each Designated
Lender agrees to indemnify, save, and hold harmless each other party hereto for any loss, cost, damage and expense arising out of its inability to
institute any such proceeding against such Designated Lender. This subsection (b) shall survive the termination of this Agreement.
Section 9.08 . Execution in Counterparts. This Agreement may be executed in any number of counterparts and by different parties
hereto in separate counterparts, each of which when so executed shall be deemed to be an original and all of which taken together shall constitute
one and the same agreement. Delivery of an executed counterpart of a signature page to this Agreement by telecopier shall be effective as
delivery of an original executed counterpart of this Agreement.
Section 9.09 . Confidentiality. Neither the Administrative Agent nor any Lender shall disclose any Confidential Information to any
Person without the consent of the Parent, other than (a) to (i) the Administrative Agent’s or such Lender’s Affiliates and their officers, directors,
employees, agents and advisors, (ii) actual or prospective Assignees and Participants and (iii) actual or prospective counterparties (or their
advisors) to any swap or derivative transaction relating to the Loan Party and their respective obligations under this Agreement, and then only on
a confidential basis, (b) as required by any law, rule or regulation or judicial process, (c) as requested or required by any state, Federal or foreign
authority or examiner regulating such Lender or pursuant to any request of any self-regulatory body having or claiming authority to regulate or
oversee any aspect of a Lender’s business or that of any of its affiliates and (d) to any rating agency when required by it, provided that, prior to
any such disclosure, such rating agency shall undertake to preserve the confidentiality of any Confidential Information relating to the Loan
Parties received by it from such Lender.
Section 9.10 . Jurisdiction, Etc. (a) Each of the parties hereto hereby irrevocably and unconditionally submits, for itself and its
property, to the nonexclusive jurisdiction of any New York State court or Federal court of the United States of America sitting in New York
City, and any appellate court from any thereof, in any action or proceeding arising out of or relating to this Agreement or any of the other Loan
Documents to which it is a party, or for recognition or enforcement of any judgment, and each of the parties hereto hereby irrevocably and
unconditionally agrees that all claims in respect of any such action or proceeding may be heard and determined in any such New York State
court or, to the extent permitted by law, in such Federal court. Each of the parties hereto agrees that a final judgment in any such action or
proceeding shall be conclusive and may be enforced in other jurisdictions by suit on the judgment or in any other manner provided by law.
Nothing in this Agreement shall affect any right that any party may otherwise have to bring any action or proceeding relating to this Agreement
or any of the other Loan Documents in the courts of any jurisdiction.
(b) Each of the parties hereto irrevocably and unconditionally waives, to the fullest extent it may legally and effectively do so, any
objection that it may now or hereafter have to the laying of venue of any suit, action or proceeding arising out of or relating to this Agreement or
any of the other Loan Documents to which it is a party in any New York State or Federal court. Each of the parties hereto hereby irrevocably
waives, to the fullest extent permitted by law, the defense of an inconvenient forum to the maintenance of such action or proceeding in any such
court.
(c) Each of the Loan Parties hereby irrevocably appoints CT Corporation System, with offices on the Effective Date at 111 Eighth Avenue,
New York, New York, 10011, USA as its agent to receive, accept and acknowledge for and on its behalf service of any and all legal process,
summons, notices and
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documents which may be served in any such action or proceeding. If for any reason the Administrative Agent shall cease to be available to act as
such, the Loan Parties agree to promptly designate a new agent satisfactory to the Administrative Agent in the Borough of Manhattan, The City
of New York to receive, accept and acknowledge for and on its behalf service of any and all legal process, summons, notices and documents
which may be served in any such action or proceeding pursuant to the terms of this Section 9.11. If any Loan Party shall fail to designate such
new agent, service of process in any such action or proceeding may be made on such Loan Party by the mailing of copies thereof by express or
overnight mail or overnight courier, postage prepaid, to such Loan Party at its address set forth opposite its signature below.
Section 9.11 . Governing Law. This Agreement and each Note shall be governed by, and construed in accordance with, the laws of
the State of New York.
Section 9.12 . Waiver of Jury Trial. Each of the Loan Parties, the Administrative Agent and the Lenders irrevocably waives all right
to trial by jury in any action, proceeding or counterclaim (whether based on contract, tort or otherwise) arising out of or relating to any of the
Loan Documents, the Advances or the actions of the Administrative Agent or any Lender in the negotiation, administration, performance or
enforcement thereof.
Section 9.13 . USA Patriot Act. Each Lender hereby notifies the Loan Parties that pursuant to the requirements of the USA PATRIOT
Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)) (the “ Act ”), it is required to obtain, verify and record information that
identifies the Loan Parties, which information includes the name and address of the Loan Parties and other information that will allow such
Lender to identify the Loan Parties in accordance with the Act.
Section 9.14 No Advisory or Fiduciary Responsibility . The Loan Parties acknowledge and agree, and acknowledge their Affiliates’
understanding, that in acting as the Administrative Agent and as Arranger, respectively, neither Bank of America nor the Arranger will have any
responsibility except as expressly set forth in this Agreement and shall in no event be subject to any fiduciary or other implied duty. Each Loan
Party waives and releases, to the fullest extent permitted by law, any claim that it may have against the Administrative Agent or the Arranger
with respect to any breach or alleged breach of agency or fiduciary duty.
[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by their respective officers thereunto duly
authorized, as of the date first above written.
ACE INA HOLDINGS INC.,
as the Borrower
436 Walnut Street
Philadelphia, PA 19106
Telephone: +1 (215) 640-1000
Fax: +1 (215) 640-2489
/s/ Francis W. McDonnell
Name: Francis W. McDonnell
Title: Chief Financial Officer
Taxpayer Identification Number:
Signature Page to Term Loan Agreement

ACE LIMITED,
as a Guarantor
P.O. Box HM 1015
Hamilton HM DX
Bermuda
Telephone: +1 (441) 295-5200
Fax: +1 (441) 295-5221
www.acelimited.com
The Common Seal of ACE Limited was hereunto affixed
in the presence of:
/s/ Paul Medini
/s/ Robert Cusumano
Signature Page to Term Loan Agreement

ACE BERMUDA INSURANCE LTD.,
as a Guarantor
P.O. Box HM 1015
Hamilton HM DX
Bermuda
Telephone: +1 (441) 295-5200
Fax: +1 (441) 296-7802
The Common Seal of ACE Bermuda Insurance Ltd. was
hereunto affixed in the presence of:
/s/ George Rees Fletcher
/s/ Augustin Hardart
Signature Page to Term Loan Agreement

ACE TEMPEST REINSURANCE LTD.,
as a Guarantor
P.O. Box HM 2702
Hamilton HM KX
Bermuda
Telephone: +1 (441) 292-2603
Fax: +1 (441) 292-2395
The Common Seal of ACE Tempest Reinsurance Ltd.
was hereunto affixed in the presence of:
/s/ Andrew Gibbs
/s/ David Drury
Signature Page to Term Loan Agreement

BANK OF AMERICA, N.A., as the
Administrative Agent and as a Lender
By:
/s/ Debra L. Basler
Name: Debra L. Basler
Title: Senior Vice President
Signature Page to Term Loan Agreement

CITIBANK, N.A., as a Lender
By:
/s/ Michael Taylor
Name: Michael Taylor
Title: Managing Director
Signature Page to Term Loan Agreement

THE BANK OF TOKYO-MITSUBISHI
UFJ LTD., NEW YORK BRANCH,
as a Lender
By:
/s/ Chimie T. Pemba
Name: Chimie T. Pemba
Title: Authorized Signatory
Signature Page to Term Loan Agreement

DEUTSCHE BANK AG NEW YORK
BRANCH, as a Lender
By:
/s/ Richard Herder
Name: Richard Herder
Title: Managing Director
By:
/s/ Michael Campites
Name: Michael Campites
Title: Vice President
Signature Page to Term Loan Agreement

WACHOVIA BANK, NATIONAL
ASSOCIATION, as a Lender
By:
/s/ William R. Goley
Name: William R. Goley
Title: Director
Signature Page to Term Loan Agreement

JPMORGAN CHASE BANK, N.A., as a
Lender
By:
/s/ Erin O’Rourke
Name: Erin O’Rourke
Title: Executive Director
Signature Page to Term Loan Agreement

PRICING SCHEDULE
“ Applicable Margin ” means, for any day, the rate per annum set forth below corresponding to the Pricing Level that applies on
such day:
Pricing Level
Level I

0.650%

Level II

Level III

0.800%

1.000%

For purposes of this Schedule, the following terms have the following meanings, subject to the concluding paragraph of this
Schedule:
“ Level I Pricing ” applies on any day on which the Parent’s long-term debt is rated A- or higher by S&P or A3 or higher by
Moody’s.
“ Level II Pricing ” applies on any day on which (i) the Parent’s long-term debt is rated BBB+ or higher by S&P or Baa1 or higher
by Moody’s and (ii) Level I Pricing does not apply.
“ Level III Pricing ” applies on any day if no other Pricing Level applies on such day.
“ Moody’s ” means Moody’s Investors Service, Inc.
“ Pricing Level ” refers to the determination of which of Level I, Level II, or Level III Pricing applies on any day.
“ S&P ” means Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc.
The credit ratings to be utilized for purposes of this Schedule are those assigned to the senior unsecured long-term debt securities of
the Parent without third-party credit enhancement, and any rating assigned to any other debt security of the Parent shall be disregarded. The
ratings in effect for any day are those in effect at the close of business on such day.
In the case of split ratings from S&P and Moody’s, the rating to be used to determine the applicable Pricing Level is the higher of the
two (e.g., A-/Baa1 results in Level I Pricing); provided that if the split is more than one full rating category, the intermediate rating will be used
(e.g. A-/Baa2 results in Level II Pricing).

Commitment Schedule
Lender

Bank of America, N.A.
Citibank, N.A.
The Bank of Tokyo-Mitsubishi UFJ, Ltd., New York Branch
Deutsche Bank AG New York Branch
Wachovia Bank, National Association
JPMorgan Chase Bank, N.A.
TOTAL

Commitment

$110,000,000
85,000,000
85,000,000
60,000,000
60,000,000
50,000,000
$450,000,000

Schedule 5.02(a)
1.

Lien arising under a Subordination Agreement dated as of October 27, 1998 among ACE US Holdings, Inc., ACE Limited and The Chase
Manhattan Bank encumbering ACE US Holdings, Inc.’s rights under the Subordinated Loan Agreement dated as of October 27, 1998
among ACE US Holdings, Inc., ACE Bermuda Insurance Ltd. and United States Trust Company of New York, as trustee under the
Indenture dated October 27, 1998 of ACE US Holdings, Inc.

2.

Liens securing the Seventh Amendment and Restatement of Letter of Credit Facility Agreement dated November 17, 2006 among ACE
Limited, ACE Bermuda Insurance Ltd., ACE Tempest Reinsurance Ltd., certain other financial institutions and Citibank International plc,
as Agent and Security Trustee.

Schedule 9.02
THE ADMINISTRATIVE AGENT’S OFFICE
Administrative Agent’s Office
(for Payments and Requests for Credit Extensions, Rollovers; etc.):
Bank of America, N.A.
Credit Services West
Building B
2001 Clayton Road
MailCode: CA4-702-02-25
Concord, CA 94520
Attention:
Jennifer Baines
Telephone:
Facsimile:
E-Mail:

(925) 675-8409
(888) 969-2294
jennifer.baines@bankofamerica.com

Payment Instructions:
Bank of America NA,
New York, NY
ABA# 026 009 593
Credit A/C# 3750836479
Attn:
Credit Services #5596
Ref.:
ACE ANA Holdings, Inc.
(for other notices to the Administrative Agent, Compliance and Financials, Debt Rating changes, etc.):
Bank of America, N.A.
335 Madison Avenue, 4 th Floor
New York, NY 10017
Mail Code: NY1-503-04-03
Attention:
Don B. Pinzon
Telephone
212.503.8326
Facsimile:
212.901.7843
E-Mail:
don.b.pinzon@bankofamerica.com

EXHIBIT A
FORM OF NOTE
, 200
For value received, ACE INA HOLDINGS INC., a Delaware corporation (the “ Borrower ”), promises to pay to the order of
[
] (the “ Lender ”), for the account of its Applicable Lending Office, the unpaid principal amount of the Advance made by the
Lender to the Borrower pursuant to the Term Loan Agreement dated as of April 1, 2008 (as amended, supplemented or otherwise modified from
time to time, the “ Credit Agreement ”) referred to below on the maturity date provided for in the Credit Agreement. The Borrower promises to
pay interest on the unpaid principal amount of such Advance on the dates and at the rate or rates and in the currency provided for in the Credit
Agreement. All such payments of principal and interest shall be made in the funds and at the places specified in the Credit Agreement.
The Advance made by the Lender, the respective types and maturities thereof and all repayments of the principal thereof shall be recorded
by the Lender and, if the Lender so elects in connection with any transfer or enforcement hereof, appropriate notations to evidence the foregoing
information with respect to such Advance then outstanding may be endorsed by the Lender on the schedule attached hereto, or on a continuation
of such schedule attached to and made a part hereof; provided that the failure of the Lender to make any such recordation or endorsement shall
not affect the obligations of the Borrower hereunder or under the Credit Agreement. The Borrower waives presentment, demand for payment,
protest, and notice of nonpayment.
This note is one of the Notes referred to in the Term Loan Agreement dated as of April 1, 2008 among the Borrower, ACE Limited, ACE
Bermuda Insurance Ltd., and ACE Tempest Reinsurance Ltd., the banks, financial institutions and other institutional lenders party thereto, and
Bank of America, N.A., as Administrative Agent for the Lenders. Terms defined in the Credit Agreement and not otherwise defined herein are
used herein with the same meanings. Reference is made to the Credit Agreement for provisions for the prepayment hereof and the acceleration of
the maturity hereof. This Note shall be construed in accordance with and governed by the laws of the State of New York and is in all respects
subject to the terms of the Credit Agreement.
ACE INA HOLDINGS INC.
By:
Name:
Title:

Note (cont’d)
ADVANCE AND PAYMENTS OF PRINCIPAL

DATE

AMOUNT
OF
ADVANCE

A-2

TYPE
OF
ADVANCE

AMOUNT
OF
PRINCIPAL

MATURITY

NOTATION

REPAID

DATE

MADE BY

EXHIBIT B
FORM OF NOTICE OF BORROWING
Bank of America, N.A.,
as Administrative Agent
under the Credit Agreement
referred to below

Attention:
[Date]
Ladies and Gentlemen:
The undersigned, ACE INA Holdings Inc., refers to the Term Loan Agreement dated as of April 1, 2008 (as amended, supplemented or
otherwise modified from time to time, the “ Credit Agreement ”; the terms defined therein being used herein as therein defined), among ACE
INA Holdings Inc., ACE Limited, ACE Bermuda Insurance Ltd., and ACE Tempest Reinsurance Ltd., the banks, financial institutions and other
institutional lenders party thereto, and Bank of America, N.A., as Administrative Agent for the Lenders, and hereby gives you notice,
irrevocably, pursuant to Section 2.02 of the Credit Agreement that the undersigned hereby requests the Borrowing under the Credit Agreement,
and in that connection sets forth below the information relating to the Borrowing (the “ Proposed Borrowing ”) as required by Section 2.02(a)
of the Credit Agreement:
(i)

The Business Day of the Proposed Borrowing is ______ __, ____.

(ii)

The Proposed Borrowing is to be comprised of Base Rate Advances in the amount of $_______ and Eurodollar Rate Advances in the
amount of $
.

(iii) The aggregate amount of the Proposed Borrowing is $

.

[(iv) The initial Interest Period for each Eurodollar Rate Advance made as part of the Proposed Borrowing is _______ week[s]/month[s].]
The undersigned hereby certifies that the following statements are true on the date hereof, and will be true on the date of the Proposed
Borrowing:
(A) The representations and warranties contained in Section 4.01 of the Credit Agreement are correct in all material respects on and as of

the date of the Proposed Borrowing, before and after giving effect to the Proposed Borrowing and to the application of the proceeds
therefrom, as though made on and as of such date, other than any such representations or warranties that, by their terms, refer to a
specific date other than the date of the Proposed Borrowing, in which case, as of such specific date.
(B)

No Default has occurred and is continuing, or would result from such Proposed Borrowing or from the application of the proceeds
therefrom.

Delivery of an executed counterpart of this Notice of Borrowing by telecopier shall be effective as of an original executed counterpart of
this Notice of Borrowing.
Very truly yours,
ACE INA HOLDINGS INC.
By:
Title:
B-2

EXHIBIT C
ASSIGNMENT AND ASSUMPTION
This Assignment and Assumption (this “ Assignment and Assumption ”) is dated as of the Effective Date set forth below and is entered
into by and between [the][each] 1 Assignor identified in item 1 below ([the][each, an] “ Assignor ”) and [the][each] 2 Assignee identified in item
2 below ([the][each, an] “ Assignee ”). [It is understood and agreed that the rights and obligations of [the Assignors][the Assignees] 3 hereunder
are several and not joint.] 4 Capitalized terms used but not defined herein shall have the meanings given to them in the Credit Agreement
identified below (the “ Credit Agreement ”), receipt of a copy of which is hereby acknowledged by the Assignee. The Standard Terms and
Conditions set forth in Annex 1 attached hereto are hereby agreed to and incorporated herein by reference and made a part of this Assignment
and Assumption as if set forth herein in full.
For an agreed consideration, [the][each] Assignor hereby irrevocably sells and assigns to [the Assignee][the respective Assignees], and
[the][each] Assignee hereby irrevocably purchases and assumes from [the Assignor][the respective Assignors], subject to and in accordance with
the Standard Terms and Conditions and the Credit Agreement, as of the Effective Date inserted by the Administrative Agent as contemplated
below (i) all of [the Assignor’s][the respective Assignors’] rights and obligations in [its capacity as a Lender][their respective capacities as
Lenders] under the Credit Agreement and any other documents or instruments delivered pursuant thereto to the extent related to the amount and
percentage interest identified below of all of such outstanding rights and obligations of [the Assignor][the respective Assignors] under the
facility identified below (including, without limitation, Advances thereunder) and (ii) to the extent permitted to be assigned under applicable law,
all claims, suits, causes of action and any other right of [the Assignor (in its capacity as a Lender)][the respective Assignors (in their respective
capacities as Lenders)] against any Person, whether known or unknown, arising under or in connection with the Credit Agreement, any other
documents or instruments delivered pursuant thereto or the loan transactions
1

2

3
4

For bracketed language here and elsewhere in this form relating to the Assignor(s), if the assignment is from a single Assignor, choose the
first bracketed language. If the assignment is from multiple Assignors, choose the second bracketed language.
For bracketed language here and elsewhere in this form relating to the Assignee(s), if the assignment is to a single Assignee, choose the first
bracketed language. If the assignment is to multiple Assignees, choose the second bracketed language.
Select as appropriate.
Include bracketed language if there are either multiple Assignors or multiple Assignees.

governed thereby or in any way based on or related to any of the foregoing, including, but not limited to, contract claims, tort claims, malpractice
claims, statutory claims and all other claims at law or in equity related to the rights and obligations sold and assigned pursuant to clause (i) above
(the rights and obligations sold and assigned by [the][any] Assignor to [the][any] Assignee pursuant to clauses (i) and (ii) above being referred to
herein collectively as [the][an] “Assigned Interest”). Each such sale and assignment is without recourse to [the][any] Assignor and, except as
expressly provided in this Assignment and Assumption, without representation or warranty by [the][any] Assignor.
1. Assignor[s]:

2. Assignee[s]:

3. Borrower :

ACE INA Holdings Inc.

4. Administrative Agent : Bank of America, N.A., as the administrative agent under the Credit Agreement
5. Credit Agreement : Term Loan Agreement, dated as of April 1, 2008, among the Borrower, ACE Limited, ACE Bermuda Insurance Ltd. and
ACE Tempest Reinsurance Ltd., the Lenders from time to time party thereto, and Bank of America, N.A., as Administrative Agent.
6. Assigned Interest[s]:
Aggregate Amount of

Assignor[s] 5

Assignee[s] 6

[7. Trade Date:
5
6
7

8
9

Commitment/
Advances

Facility
Assigned

Term Facility
Term Facility
Term Facility

Amount of
Commitment/
Advances
Assigned

for all Lenders 7

$
$
$

$
$
$

Percentage
Assigned of
Commitment
8

CUSIP
Number

%
%
%

]9

List each Assignor, as appropriate.
List each Assignee, as appropriate.
Amounts in this column and in the column immediately to the right to be adjusted by the counterparties to take into account any payments or
prepayments made between the Trade Date and the Effective Date.
Set forth, to at least 9 decimals, as a percentage of the Commitment/Advances of all Lenders thereunder.
To be completed if the Assignor and the Assignee intend that the minimum assignment amount is to be determined as of the Trade Date.

Effective Date:
, 20
[TO BE INSERTED BY ADMINISTRATIVE AGENT AND WHICH SHALL BE THE EFFECTIVE DATE OF
RECORDATION OF TRANSFER IN THE REGISTER THEREFOR.]
The terms set forth in this Assignment and Assumption are hereby agreed to:
ASSIGNOR
[NAME OF ASSIGNOR]
By:
Title:
ASSIGNEE
[NAME OF ASSIGNEE]
By:
Title:
[Consented to and] 10 Accepted:
BANK OF AMERICA, N.A., as
Administrative Agent
By:
Title:
[Consented to:] 11
ACE LIMITED
By:
Title:
(continued…)
10
11

To be added only if the consent of the Administrative Agent is required by the terms of the Credit Agreement.
To be added only if the consent of Parent is required by the terms of the Credit Agreement.

ANNEX 1 TO ASSIGNMENT AND ASSUMPTION
ACE INA HOLDINGS INC. TERM LOAN FACILITY
STANDARD TERMS AND CONDITIONS FOR
ASSIGNMENT AND ASSUMPTION
1. Representations and Warranties .
1.1. Assignor . [The][Each] Assignor (a) represents and warrants that (i) it is the legal and beneficial owner of [the][[the relevant]
Assigned Interest, (ii) [the][such] Assigned Interest is free and clear of any lien, encumbrance or other adverse claim and (iii) it has full power
and authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate the transactions
contemplated hereby; and (b) assumes no responsibility with respect to (i) any statements, warranties or representations made in or in connection
with the Credit Agreement or any other Loan Document, (ii) the execution, legality, validity, enforceability, genuineness, sufficiency or value of
the Loan Documents or any collateral thereunder, (iii) the financial condition of the Borrower, any of its Subsidiaries or Affiliates or any other
Person obligated in respect of any Loan Document or (iv) the performance or observance by the Borrower, any of its Subsidiaries or Affiliates or
any other Person of any of their respective obligations under any Loan Document.
1.2. Assignee . [The][Each] Assignee (a) represents and warrants that (i) it has full power and authority, and has taken all action
necessary, to execute and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby and to become a
Lender under the Credit Agreement, (ii) it meets all the requirements to be an assignee under the Credit Agreement (subject to such consents, if
any, as may be required under the Credit Agreement), (iii) from and after the Effective Date, it shall be bound by the provisions of the Credit
Agreement as a Lender thereunder and, to the extent of [the][the relevant] Assigned Interest, shall have the obligations of a Lender thereunder,
(iv) it is sophisticated with respect to decisions to acquire assets of the type represented by [the][such] Assigned Interest and either it, or the
Person exercising discretion in making its decision to acquire [the][such] Assigned Interest, is experienced in acquiring assets of such type, (v) it
has received a copy of the Credit Agreement, and has received or has been accorded the opportunity to receive copies of the most recent
financial statements delivered pursuant to the Credit Agreement, and such other documents and information as it deems appropriate to make its
own credit analysis and decision to enter into this Assignment and Assumption and to purchase [the][such] Assigned Interest, (vi) it has,
independently and without reliance upon the Administrative Agent or any other Lender and based on such documents and information as it has
deemed

appropriate, made its own credit analysis and decision to enter into this Assignment and Assumption and to purchase [the][such] Assigned
Interest, and (vii) attached hereto is any documentation required to be delivered by it pursuant to the terms of the Credit Agreement, duly
completed and executed by [the][such] Assignee; and (b) agrees that (i) it will, independently and without reliance upon the Administrative
Agent, [the][any] Assignor or any other Lender, and based on such documents and information as it shall deem appropriate at the time, continue
to make its own credit decisions in taking or not taking action under the Loan Documents, and (ii) it will perform in accordance with their terms
all of the obligations which by the terms of the Loan Documents are required to be performed by it as a Lender.
2. Payments . From and after the Effective Date, the Administrative Agent shall make all payments in respect of [the][each] Assigned
Interest (including payments of principal, interest, fees and other amounts) to [the][the relevant] Assignor for amounts which have accrued to but
excluding the Effective Date and to [the][the relevant] Assignee for amounts which have accrued from and after the Effective Date.
3. General Provisions . This Assignment and Assumption shall be binding upon, and inure to the benefit of, the parties hereto and
their respective successors and assigns. This Assignment and Assumption may be executed in any number of counterparts, which together shall
constitute one instrument. Delivery of an executed counterpart of a signature page of this Assignment and Assumption by telecopy shall be
effective as delivery of a manually executed counterpart of this Assignment and Assumption. This Assignment and Assumption shall be
governed by, and construed in accordance with, the law of the State of New York.

EXHIBIT D
FORM OF DESIGNATION AGREEMENT
dated as of

, 20

Reference is made to the Term Loan Agreement dated as of April 1, 2008 (as amended from time to time, the “ Credit Agreement ”)
among ACE INA Holdings Inc., ACE Limited, ACE Bermuda Insurance Ltd. and ACE Tempest Reinsurance Ltd., the Lenders party thereto,
and Bank of America, N.A., as Administrative Agent (the “ Administrative Agent ”). Terms defined in the Credit Agreement are used herein
with the same meaning.
(the “ Designator ”) and

(the “ Designee ”) agree as follows:

1. The Designator designates the Designee as its Designated Lender under the Credit Agreement and the Designee accepts such
designation.
2. The Designator makes no representations or warranties and assumes no responsibility with respect to the financial condition of any Loan
Party or the performance or observance by any Loan Party of any of its obligations under the Credit Agreement or any other instrument or
document furnished pursuant thereto.
3. The Designee (i) confirms that it is an Eligible Designee; (ii) appoints and authorizes the Designator as its administrative agent and
attorney-in-fact and grants the Designator an irrevocable power of attorney to receive payments made for the benefit of the Designee under the
Credit Agreement and to

deliver and receive all communications and notices under the Credit Agreement, if any, that the Designee is obligated to deliver or has the right
to receive thereunder; (iii) acknowledges that the Designator retains the sole right and responsibility to vote under the Credit Agreement,
including, without limitation, the right to approve any amendment or waiver of any provision of the Credit Agreement, and (iv) agrees that the
Designee shall be bound by all such votes, approvals, amendments and waivers and all other agreements of the Designator pursuant to or in
connection with the Credit Agreement.
4. The Designee (i) confirms that it has received a copy of the Credit Agreement, together with copies of the most recent financial
statements referred to in Article 4 or delivered pursuant to Article 5 thereof and such other documents and information as it has deemed
appropriate to make its own credit analysis and decision to enter into this Designation Agreement and (ii) agrees that it will, independently and
without reliance upon the Administrative Agent, the Designator or any other Lender and based on such documents and information as it shall
deem appropriate at the time, continue to make its own credit decisions in taking or not taking any action it may be permitted to take under the
Credit Agreement. The Designee acknowledges that it is subject to and bound by the confidentiality provisions of the Credit Agreement (except
as provided in Section 9.07(a) thereof).
5. Following the execution of this Designation Agreement by the Designator and the Designee and the consent hereto by the Parent, it will
be delivered to the Administrative Agent for its consent. This Designation Agreement shall become effective when the Administrative Agent
consents hereto or on any later date specified on the signature page hereof.
E-2

6. Upon the effectiveness hereof, the Designee shall have the right to make Advances or portions thereof as a Lender pursuant to
Section 2.01 of the Credit Agreement and the rights of a Lender related thereto. The making of any such Advances or portions thereof by the
Designee shall satisfy the obligations of the Designator under the Credit Agreement to the same extent, and as if, such Advances or portions
thereof were made by the Designator.
7. This Designation Agreement shall be governed by, and construed in accordance with, the laws of the State of New York.
IN WITNESS WHEREOF, the parties have caused this Designation Agreement to be executed by their respective officers hereunto duly
authorized, as of the date first above written.
Effective Date:

,
[NAME OF DESIGNATOR]
By:
Name:
Title:
[NAME OF DESIGNEE]
By:
Name:
Title:

The undersigned consent to the foregoing designation.
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ACE LIMITED
By:
Name:
Title:
BANK OF AMERICA, N.A.,
as Administrative Agent
By:
Name:
Title:
E-4

Exhibit 31.1
CERTIFICATION PURSUANT TO
SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002
I, Evan G. Greenberg, certify that:
1)

I have reviewed this quarterly report on Form 10-Q of ACE Limited;

2)

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to
the period covered by this report;

3)

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
report;

4)

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

5)

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

(b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

(c)

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

(d)

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the
equivalent functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial
information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date May 8, 2008
/s/

E VAN G. G REENBERG

Evan G. Greenberg
Chairman and Chief Executive Officer

Exhibit 31.2
CERTIFICATION PURSUANT TO
SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002
I, Philip V. Bancroft, certify that:
1)

I have reviewed this quarterly report on Form 10-Q of ACE Limited;

2)

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to
the period covered by this report;

3)

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
report;

4)

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

5)

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

(b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

(c)

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

(d)

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the
equivalent functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial
information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date May 8, 2008
/s/

P HILIP V. B ANCROFT
Philip V. Bancroft
Chief Financial Officer

Exhibit 32.1
CERTIFICATIONS PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
The undersigned officer of ACE Limited (the “Corporation”) hereby certifies that the Corporation’s Quarterly Report on Form 10-Q for the
quarter ended March 31, 2008, fully complies with the applicable reporting requirements of Section 13(a) of the Securities Exchange Act of
1934 (15 U.S.C. 78m(a)) and that the information contained in the Form 10-Q fairly presents, in all material respects, the financial condition and
results of operations of ACE Limited.
Dated: May 8, 2008

/s/

E VAN G. G REENBERG
Evan G. Greenberg
Chairman and
Chief Executive Officer

Exhibit 32.2
CERTIFICATIONS PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
The undersigned officer of ACE Limited (the “Corporation”) hereby certifies that the Corporation’s Quarterly Report on Form 10-Q for the
quarter ended March 31, 2008, fully complies with the applicable reporting requirements of Section 13(a) of the Securities Exchange Act of
1934 (15 U.S.C. 78m(a)) and that the information contained in the Form 10-Q fairly presents, in all material respects, the financial condition and
results of operations of ACE Limited.
Dated: May 8, 2008

/s/

P HILIP V. B ANCROFT
Philip V. Bancroft
Chief Financial Officer

