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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, 2012

OR

0O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the Transition Period from to

Commission File No. 1-11778

ACE LIMITED

(Exact name of registrant as specified in its chaetr)

Switzerland 98-009180¢&
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

Baerengasse 32
Zurich, Switzerland CH-8001

(Address of principal executive offices) (Zip Code)

+41 (0)43 456 76 00

(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant &b filed all reports required to be filed by Seeti® or 15 (d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefilésuch reports), and (2) has been subject
to such filing requirements for the past 90 days.

YES NQl

Indicate by checkmark whether the registrant hasnitied electronically and posted on its corpokéfieb site, if any, every Interactive Data
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (8232.405 of this ¢egpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files).

YES NQl

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, maccelerated filer, or a smaller reporting
company. See definitions of “large accelerated fitaccelerated filer” and “smaller reporting coany” in Rule 12b-2 of the Exchange Act.

Large accelerated filetX] Accelerated filer O Non-accelerated filer (I Smaller reporting company
Dot check if a smaller reporting company)
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the BExge Act).
YES O N
The number of registra’s Common Shares (CHF 30.27 par value) outstandira§ April 18, 2012 was 338,691,6:
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PART | FINANCIAL INFORMATION
Item 1. Financial Statements

ACE LIMITED AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Unaudited)

Assets
Investments
Fixed maturities available for sale, at fair va{amortized cost — $41,661 and $40,450)
(includes hybrid financial instruments of $400 &357)
Fixed maturities held to maturity, at amortizedtdéair value— $8,348 and $8,60¢
Equity securities, at fair value (c— $662 and $671
Shor-term investments, at fair value and amortized
Other investments (co- $2,221 and $2,112
Total investment
Cash
Securities lending collater
Accrued investment incorr
Insurance and reinsurance balances recei\
Reinsurance recoverable on losses and loss exp
Reinsurance recoverable on policy bene
Deferred policy acquisition cos
Value of business acquir
Goodwill and other intangible asst
Prepaid reinsurance premiul
Deferred tax asse
Investments in partial-owned insurance companies (c- $339 and $345
Other asset
Total asset
Liabilities
Unpaid losses and loss expen
Unearned premiurr
Future policy benefit
Insurance and reinsurance balances pay
Deposit liabilities
Securities lending payab
Payable for securities purchas
Accounts payable, accrued expenses, and othelitleh
Income taxes payab
Shor-term debi
Long-term debt
Trust preferred securitie
Total liabilities
Commitments and contingencie:
Shareholders equity
Common Shares (CHF 30.27 par value; 342,832,412slssued; 338,653,382 and 336,927,2}
shares outstandin
Common Shares in treasury (4,179,030 and 5,905h48&s
Additional paic-in capital
Retained earning
Accumulated other comprehensive income (AC
Total shareholde’ equity
Total liabilities and sharehold¢ equity

See accompanying notes to consolidated financtistents

3

March 31
2012

December 31
2011

(in millions of U.S. dollars, excep

share and per share data)

43,46¢
8,11i
67¢
2,09¢

2,42¢

56,79:
71%
2,20¢
561
4,48
12,05:
242
1,64¢

4,86(
1,64:
56¢€
34¢€
2,95¢

89,74¢

37,241
6,66¢
4,35¢
3,45¢

69C
2,211
56¢
3,724
201
1,531
3,36(
30¢

64,31¢

10,09t

(227)
5,05¢
8,30(
2,20¢

25,43:
89,74¢

$

41,967
8,44
647
2,301

2,314

55,67¢
614
1,37¢
547
4,387
12,38¢
24¢
1,54¢
67¢€
4,79¢
1,541
673
352
2,49t

87,32:

37,471
6,33¢
4,27¢
3,54:

662
1,38¢
287
3,94¢
1,25]

3,36(
30¢

62,98¢

10,09t

(327)
5,32¢
7,321

1,917

24,33

87,32:



Table of Contents

ACE LIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHEN SIVE INCOME

(Unaudited)
Three Months Ended
March 31
2012 2011
(in millions of U.S. dollars,
except per share data)
Revenues
Net premiums writtel $ 3,57- $ 3,44¢
Change in unearned premiul (197 (137)
Net premiums earne 3,381 3,30¢
Net investment incom 544 544
Net realized gains (losse!
Othel-thar-temporary impairment (OTTI) losses gr¢ (10 5)
Portion of OTTI losses recognized in other compnshe income (OCI — 1
Net OTTI losses recognized in incol (20 (4)
Net realized gains (losses) excluding OTTI los 27C (41)
Total net realized gains (losst 26( (45
Total revenue 4,18¢ 3,80¢
Expenses
Losses and loss expen: 1,80¢ 2,26:
Policy benefits 147 91
Policy acquisition cost 582 55¢
Administrative expense 51C 49¢
Interest expens 62 63
Other (income) expen: (3 (13
Total expense 3,10z 3,46:
Income before income te 1,08z 34¢€
Income tax expens 11C 96
Net income $ 97¢ $ 25C
Other comprehensive income
Unrealized appreciatic $ 32t $ 66
Reclassification adjustment for net realized géaiickuded in net incom (33 (56)
292 10
Change in
Cumulative translation adjustme 88 232
Pension liability (2 (6
Other comprehensive income, before income 37¢ 23€
Income tax expense related to OCI ite (80) (48
Other comprehensive incor 29¢ 18¢
Comprehensive income $ 1,271 $ 43¢
Earnings per share
Basic earnings per shz $ 2.87 $ 0.7¢
Diluted earnings per sha $ 2.84 $ 0.7¢

See accompanying notes to consolidated finan@&stents
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ACE LIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
(Unaudited)

Common Shares
Balance- beginning of perioc
Exercise of stock optior
Dividends declared on Common Shépar value reductio
Balance- end of perioc
Common Shares in treasury
Balance- beginning of perio«
Common Shares repurchas
Common Shares issued in treasury, net of net shedeemed under employee sl-based compensatic
plans
Balance- end of perioc
Additional paid -in capital
Balance- beginning of perio«
Net shares redeemed under employee -based compensation pla
Exercise of stock optior
Shar-based compensation expense and ¢
Funding of dividends declared to Retained earn
Balance- end of perioc
Retained earnings
Balance- beginning of period, as report
Cumulative effect of adjustment resulting from atilmp of new accounting guidan:
Balance- beginning of period, as adjust
Net income
Funding of dividends declared from Additional f-in capital
Dividends declared on Common Sha
Balance- end of perioc
Deferred compensation obligatior
Balance- beginning and end of peric

See accompanying notes to consolidated financteistents
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Three Months Ended

March 31
2012 2011
(in millions of U.S.
dollars)
$10,09¢ $10,16:
— 27
— (113)
10,09¢ 10,07¢
(327) (330
() —
107 79
(227) (251)
5,32¢ 5,62
(95) (83
(10) 11
33 34
(200) —
5,054 5,58t
7,321 5,92¢
— (139)
7,321 5,78\
9732 25C
20C —
(200) —
8,30( 6,03’
$ — $ 2
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ACE LIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY (co ntinued)

(Unaudited)
Three Months Ended
March 31
2012 2011
(in millions of U.S.
dollars)

Accumulated other comprehensive incom

Net unrealized appreciation on investme

Balance- beginning of periot $ 1,71 $ 1,39¢

Change in period, net of income tax (expense) lieoie$(49) and $1- 243 24

Balance- end of perioc 1,95¢ 1,42

Cumulative translation adjustme

Balance- beginning of periot 25¢ 262

Change in period, net of income tax expense of 5482 $(64 56 16€

Balance- end of perioc 314 43(

Pension liability adjustmet

Balance- beginning of perio« (62 (67)

Change in period, net of income tax benefit of fid &2 (1) (4)

Balance- end of perioc (63) (72)

Accumulated other comprehensive inca 2,20¢ 1,782
Common Shares issued to employee tru

Balance- beginning and end of peric — (2
Total shareholders' equity $25,43! $23,22¢

See accompanying notes to consolidated financtistents
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ACE LIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities
Net income

(Unaudited)

Adjustments to reconcile net income to net casidlérom operating activitie

Net realized (gains) loss
Amortization of premiums/discounts on fixed maties!
Deferred income taxe
Unpaid losses and loss expen
Unearned premiurnr
Future policy benefit
Insurance and reinsurance balances pay
Accounts payable, accrued expenses, and othelitle
Income taxes payab
Insurance and reinsurance balances recei\
Reinsurance recoverable on losses and loss exp
Reinsurance recoverable on policy bene
Deferred policy acquisition cos
Prepaid reinsurance premiul
Other
Net cash flows from operating activiti
Cash flows from investing activities
Purchases of fixed maturities available for ¢
Purchases of to be announced mort-backed securitie
Purchases of fixed maturities held to matu
Purchases of equity securiti
Sales of fixed maturities available for s
Sales of to be announced mortg-backed securitie
Sales of equity securitie
Maturities and redemptions of fixed maturities ¢afale for sale
Maturities and redemptions of fixed maturities heeldnaturity
Net derivative instruments settleme
Acquisition of subsidiaries (net of cash acquiré$20 in 2011
Other
Net cash flows used for investing activit
Cash flows from financing activities
Dividends paid on Common Shai
Common Shares repurchas
Proceeds from issuance of sl-term debt
Repayment of shc-term debt
Proceeds from she-based compensation pla
Net cash flows from (used for) financing activit

Effect of foreign currency rate changes on cashcasth equivalent

Net increase in cas

Cash- beginning of periot

Cash- end of perioc
Supplemental cash flow informatis
Taxes paic

Interest paic

See accompanying notes to consolidated finan@&stents
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Three Months Ended
March 31
2012 2011
(in millions of U.S.
dollars)

$ 97¢ $ 25C
(260) 45
45 29
(1) 18
(492) 1,01¢
26E 12t
27 (45)
(12€) (47
(65) (77)
41 32
(58) 23C
427 (717)
11 32
(72) (55
(83 7
(59 16C
572 1,00
(5,429 (6,890
(54) (342
(32 (77
(19) (143)
3,73¢ 5,07(
59 35¢
26 317
1,07¢ 941
34¢% 39¢€
(195) (85)
(25) (45)
(103) (30)
(615) (631)
(159) (112)
(11 (68)
681 1,40(
(400) (1,300
28 43
13¢ (37)
5 8
101 34z
614 772
$ 71t $1,11¢
$ 72 $ 46
$ 37 $ 3



Table of Contents

ACE LIMITED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Summary of significant accounting policies
a) Basis of presentation

ACE Limited is a holding company incorporated irriégh, Switzerland. ACE Limited, through its variosigbsidiaries, provides a broad range
of insurance and reinsurance products to insuredklwide. ACE operates through the following bussegments: Insurance — North
American, Insurance — Overseas General, Globaldeeance, and Life. Refer to Note 9 for additiomébimation.

The interim unaudited consolidated financial staets, which include the accounts of ACE and itss&liaries (collectively, ACE, we, us, or
our), have been prepared in accordance with acemuptinciples generally accepted in the United&taf America (GAAP) and, in the
opinion of management, reflect all adjustments ¢gsimg of normally recurring accruals) necessaryaffair statement of the results and
financial position for such periods. All signifidaintercompany accounts and transactions have éleamated.

The results of operations and cash flows for atgrim period are not necessarily indicative of tgults for the full year. These consolidated
financial statements should be read in conjunatith the consolidated financial statements andeelaotes included in our 2011 Form 10-K.

Effective January 1, 2012, we retrospectively addptew accounting guidance for costs associatddagjuiring or renewing insurance
contracts. Under the new guidance, the definitibacgjuisition costs was modified to specify thabat must be directly related to the
successful acquisition of a new or renewal insugarontract in order to be deferred. Previously riggbamounts contained in these
consolidated financial statements have been adjusteeflect the impact of retrospective adjustraexs a result of applying this new
accounting guidance.

b) Deferred policy acquisition costs and value of business acquired (VOBA)

Policy acquisition costs consist of commissionsnpum taxes, and certain underwriting costs reldtezttly to the successful acquisition of a
new or renewal insurance contract. A VOBA intangia$set is established upon the acquisition okblo€long duration contracts and
represents the present value of estimated netficagh for the contracts in force at the time of Heguisition. Acquisition costs and VOBA,
collectively policy acquisition costs, are defergedd amortized. Policy acquisition costs on prgopand casualty (P&C) contracts are generally
amortized ratably over the period in which premiwans earned. Policy acquisition costs on long domatontracts are amortized over the
estimated life of the contracts, generally in pmijpo to premium revenue recognized. Policy acdjoisicosts are reviewed to determine if they
are recoverable from future income, including inment income. Unrecoverable costs are expensédtipdriod identified.

Advertising costs are expensed as incurred exoelifect-response campaigns that meet the cribéilae new guidance, principally related to
accident and health (A&H) business produced byirikarance — Overseas General segment, which agerééfand recognized as a component
of policy acquisition costs. For individual diregtsponse marketing campaigns that we can demanstase specifically resulted in

incremental sales to customers and such salespnaliable future economic benefits, incrementaldsectly related to the marketing
campaigns are capitalized. Deferred marketing @stseviewed regularly for recoverability fromdue income, including investment income,
and amortized in proportion to premium revenue gaced, primarily over a ten year period.

8



Table of Contents

ACE LIMITED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(continu ed)
(Unaudited)

¢) Accounting guidance adopted
Accounting for costs associated with acquiring or renewing insurance contracts

In October 2010, the Financial Accounting Stand&dard (FASB) issued new guidance related to tleewating for costs associated with
acquiring or renewing insurance contracts. Undemigw guidance, the definition of acquisition castse modified to specify that a cost must
be directly related to the successful acquisitiba new or renewal insurance contract in orderet@éferred. We adopted this guidance
retrospectively effective January 1, 2012 and reduRetained earnings as of January 1, 2011 by $ill8&n which represents the cumulative
effect of adjustment resulting from adoption of n@ezounting guidance. We adjusted prior period artsocontained in these consolidated
financial statements to reflect the effect of attiient from adoption of new accounting guidanceudirig reducing Deferred policy acquisition
costs and Retained earnings by $213 million and $ddlion, respectively, as of December 31, 201e Teduction to Deferred policy
acquisition costs is primarily due to lower deft&rassociated with unsuccessful efforts. We aldaced Net income by $10 million for the
three months ended March 31, 2011.

Fair value measurements

In May 2011, the FASB issued new guidance on falu& measurements to revise the wording used tideghe requirements for measuring
fair value and for disclosing information aboutrfedlue measurements. The guidance is not neclysissieinded to result in a significant
change in the application of the current requireimidnstead, it is intended to clarify the intendgpblication of existing fair value measurerr
requirements. It also changes certain principlagquirements for measuring fair value and disalgénformation about fair value
measurements. We adopted this guidance prospscéffective January 1, 2012. The application of gnidance resulted in additional fair
value measurements disclosures only and did naadéinpur financial condition or results of operason

2. Acquisitions
Prior year acquisitions

ACE acquired New York Life’'s Korea operations orbReary 1, 2011 and New York Life’s Hong Kong op@&ras on April 1, 2011 for
approximately $450 million in cash. These acqulvadinesses, now operating under our Life segm&pgrel our presence in the North Asia
market and complement our life insurance businstbtshed in that region. In 2012, we finalizedghase price allocations resulting in $91
million of goodwill, none of which is expected te deductible for income tax purposes, and $163anibyf intangible assets. The most
significant intangible asset is VOBA.

We acquired Penn Millers Holding Corporation (PMH®)November 30, 2011 for approximately $107 millio cash. PMHC'’s primary
insurance subsidiary, Penn Millers Insurance Compiarae. well-established underwriter in the agrihass market since 1887 and currently
operates in 34 states. PMHC operates under ourdnse — North American segment.

We acquired Rio Guayas Compania de Seguros y Rease(Rio Guayas), a general insurance companguad@or on December 28, 2011.
Rio Guayas sells a range of insurance productkjdimg auto, life, property, and A&H. The acquisiiiof Rio Guayas will expand our
capabilities in terms of geography, products, aisttidution. Rio Guayas operates under our Inswean©verseas General segment.

9



Table of Contents

ACE LIMITED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(continu ed)
(Unaudited)

3. Investments
a) Fixed maturities

The following tables present the amortized costfairdvalue of fixed maturities and related OTT¢ognized in AOCI:

Available for sale

U.S. Treasury and agen

Foreign

Corporate securitie

Mortgage-backed securitie

States, municipalities, and political subdivisic

Held to maturity
U.S. Treasury and agen

Foreign

Corporate securitie

Mortgage-backed securitie

States, municipalities, and political subdivisic

Available for sale

U.S. Treasury and agen

Foreign

Corporate securitie

Mortgage-backed securitie

States, municipalities, and political subdivisic

Held to maturity
U.S. Treasury and agen

Foreign

Corporate securitie

Mortgage-backed securitie

States, municipalities, and political subdivisic

March 31, 2012

Amortized Gross Gross OTTI Recognizec
Unrealized Unrealized Fair
Cost Appreciation Depreciation Value in AOCI
(in millions of U.S. dollars)
$ 3,01 $ 13¢ $ (10 $ 3,141 $ —
12,41; 507 (38) 12,88¢ @)
14,45 87¢ (66) 15,26¢ (12)
9,721 392 (97) 10,01¢ (119
2,05¢ 10¢ (7) 2,161 —
$41,66: $ 2,02t $ (219 $43,46¢ $ (139
$ 1,081 $ 40 $ — $ 1,121 $ —
941 20 (6) 95E —
2,29¢ 64 (8) 2,35¢ -
2,69: 93 2 2,78¢ —
1,104 34 (4) 1,13¢ o
$ 8,117 $ 251 $ (20) $ 8,34¢ $ —
December 31, 201
Amortized Gross Gross OTTI Recognizec
Unrealized Unrealized Fair
Cost Appreciation Depreciation Value in AOCI
(in millions of U.S. dollars)
$ 2,77¢ $ 18€ $ — $ 2,96( $ —
12,02 475 (99 12,40: @)
14,05t 777 (135) 14,69: (22)
9,97¢ 397 (175) 10,20: (151
1,617 96 1) 1,712 —
$40,45( $ 1,92 $ (410 $41,96' $ (7%
$ 1,07¢ $ 48 $ = $ 1,12¢ $ =
93t 18 (23) 93C —
2,33¢ 44 (45) 2,337 —
2,94¢ 90 (3) 3,03¢ —
1,147 32 (3) 1,17¢ —
$ 8,44 $ 232 $ (79 $ 8,60¢ $ —

10
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ACE LIMITED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(continu ed)
(Unaudited)

As discussed in Note 3 c), if a credit loss is datked on an impaired fixed maturity, an OTTI issidered to have occurred and the portion of
the impairment not related to credit losses (n@@itrOTTI) is recognized in OCI. Included in theTDl Recognized in AOCI” columns above
are the cumulative amounts of non-credit OTTI redoed in OCI adjusted for subsequent sales, magsriand redemptions. OTTI recognized
in AOCI does not include the impact of subsequéanges in fair value of the related securitiepdriods subsequent to a recognition of O
in OCI, changes in the fair value of the relate@di maturities are reflected in Unrealized apptemiadepreciation) in the consolidated
statement of shareholders’ equity. For the threathmended March 31, 2012 and 2011, $68 million&k®imillion, respectively, of net
unrealized appreciation related to such secuigi@scluded in OCI. At March 31, 2012 and Decem®®r2011, AOCI includes net unrealized
depreciation of $87 million and $155 million, respeely, related to securities remaining in thegatment portfolio at those dates for which
ACE has recognized a non-credit OTTI.

Mortgage-backed securities (MBS) issued by U.Seguwment agencies are combined with all other tariv®unced mortgage derivatives held
(refer to Note 6 a) (iv)) and are included in tla¢egory, “Mortgage-backed securities”. Approximgai®b percent and 84 percent of the total
mortgage-backed securities at March 31, 2012 amémber 31, 2011, respectively, are representedussiments in U.S. government agency
bonds. The remainder of the mortgage exposure stsri collateralized mortgage obligations and gomernment mortgageacked securitie
the majority of which provide a planned structue grincipal and interest payments and carry agadf AAA by the major credit rating
agencies.

The following table presents fixed maturities byiractual maturity:

March 31, December 31
2012 2011
Amortized Amortized
Fair Fair
Cost Value Cost Value

(in millions of U.S. dollars)
Available for sale

Due in 1 year or les $ 2322 $235 $ 2321 $ 2,34¢
Due after 1 year through 5 ye: 12,60¢ 13,09: 12,32t 12,72
Due after 5 years through 10 ye 13,18( 13,92¢ 12,37¢ 12,99¢
Due after 10 yeat 3,83( 4,07¢ 3,44¢ 3,70(C

31,94( 33,45: 30,47: 31,76¢
Mortgage-backed securitie 9,721 10,01¢ 9,97¢ 10,20:

$41,66: $43,46¢ $40,45( $41,96%

Held to maturity

Due in 1 year or les $ 591 $ 59 $ 39z $ 39€¢
Due after 1 year through 5 ye: 1,922 1,96 2,06z 2,09(
Due after 5 years through 10 ye 2,24: 2,307 2,37¢ 2,39¢
Due after 10 yeat 66¢ 692 667 684

5,42¢ 5,564 5,49¢ 5,56¢
Mortgage-backed securitie 2,69:¢ 2,78¢ 2,94¢ 3,03¢

$ 8,117 $ 8,34¢ $ 8,441 $ 8,60¢

Expected maturities could differ from contractuatorities because borrowers may have the righallac prepay obligations, with or without
call or prepayment penalties.

11
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ACE LIMITED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(continu ed)
(Unaudited)
b) Equity securities
The following table presents the cost and fair gadfiequity securities:

March 31 December 3.
2012 2011
(in millions of U.S. dollars)
Cost $ 662 $ 671
Gross unrealized appreciati 29 18
Gross unrealized depreciati (12 (42
Fair value $ 67¢ $ 647

¢) Net realized gains (losses)

In accordance with guidance related to the recagnénd presentation of OTTI, when an impairmefdtesl to a fixed maturity has occurred,
OTTI is required to be recorded in net income ihagement has the intent to sell the security isrritore likely than not that we will be
required to sell the security before the recovérnyscamortized cost. Further, in cases where waatdntend to sell the security and it is more
likely than not that we will not be required tolgbk security, ACE must evaluate the securitygtetmine the portion of the impairment, if a
related to credit losses. If a credit loss is iatéd, an OTTI is considered to have occurred aggartion of the OTTI related to credit losses
must be reflected in net income while the portib®d Tl related to all other factors is recognizaddCl. For fixed maturities held to maturity,
OTTI recognized in OCl is accreted from AOCI to #raortized cost of the fixed maturity prospectivelier the remaining term of the
securities.

Each quarter, securities in an unrealized losgipasiimpaired securities), including fixed matie#t, securities lending collateral, equity
securities, and other investments, are revieweadetatify impaired securities to be specifically kiated for a potential OTTI.
For all non-fixed maturities, OTTI is evaluated éd®n the following:

» the amount of time a security has been in a los#ipn and the magnitude of the loss positi

» the period in which cost is expected to be recalgfet all, based on various criteria includir@promic conditions and other
issue-specific developments; al

» ACFE’s ability and intent to hold the security to theested recovery perio
As a general rule, we also consider that equitysies in an unrealized loss position for twelmmsecutive months are impaired.

We review each fixed maturity in an unrealized lpssition to assess whether the security is a datelifor credit loss. Specifically, we
consider credit rating, market price, and issueesjt financial information, among other factois,assess the likelihood of collection of all
principal and interest as contractually due. Séiegrfor which we determine that credit loss igljkare subjected to further analysis to estir
the credit loss recognized in net income, if anygéneral, credit loss recognized in net incomekgthe difference between the security’s
amortized cost and the net present value of iteepred future cash flows discounted at the effectiterest rate implicit in the debt security.
significant assumptions used in determining criedises are subject to change as market conditiarigee

Projected cash flows for corporate securities gipially senior unsecured bonds) are driven pripdnyl assumptions regarding probability of
default and also the timing and amount of recogea®sociated with

12



Table of Contents

ACE LIMITED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(continu ed)
(Unaudited)

defaults. We develop these estimates using infeom&iased on market observable data, issuer-spéaifirmation, and credit ratings. ACE
developed its default assumption by using histbdefault data by Moody’s Investors Service (Moajyating category to calculate a 1100
year probability of default, which results in a @&t assumption in excess of the historical medauterate. We believe that use of a def:
assumption in excess of the historical mean isoresle in light of current market conditions.

For the three months ended March 31, 2012 and 20&dit losses recognized in net income for corgosacurities were $3 million and nil,
respectively.

For mortgage-backed securities, credit impairmeiissessed using a cash flow model that estintetesash flows on the underlying
mortgages, using the security-specific collateral iansaction structure. The model estimates fbaais from the underlying mortgage loans
and distributes those cash flows to various trasdieecurities, considering the transaction stinechnd any subordination and credit
enhancements that exist in that structure. The ft@astmodel incorporates actual cash flows on tletgage-backed securities through the
current period and then projects the remaining as¥s using a number of assumptions, includingadéfrates, prepayment rates, and loss
severity rates (the par value of a defaulted sicthrat will not be recovered) on foreclosed praoijest

Credit losses recognized in net income for mortgaaeked securities for the three months ended Mait¢i2012 and 2011 were $3 million and
$1 million, respectively.

The following table presents the Net realized géiosses) and the losses included in Net realizéasglosses) and OCI as a result of
conditions which caused us to conclude the dedtiriair value of certain investments was “otherrtiamporary”:

Three Months Ended
March 31
2012 2011
(in millions of U.S. dollars)

Fixed maturities

OTTI on fixed maturities, gros $ (7 $ (5
OTTI on fixed maturities recognized in OCI (-tax) — 1
OTTI on fixed maturities, ne @) (4
Gross realized gains excluding OT 112 10¢
Gross realized losses excluding O° (71) (56)
Total fixed maturities 34 49
Equity securities

OTTI on equity securitie D —
Gross realized gains excluding OT 2 8
Gross realized losses excluding O° — (D
Total equity securitie 1 7
OTTI on other investmen 2 —
Foreign exchange loss (5) (79
Investment and embedded derivative instrum 42 (20
Fair value adjustments on insurance derive 42¢ 71
S&P put options and future (237) (72)
Other derivative instrumen 5) D
Other &) 1
Net realized gains (losse $  26C $ (45
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The following table presents a roll-forward of pee- credit losses related to fixed maturities fdniah a portion of OTTI was recognized in
ocCl:

Three Months Ended

March 31
2012 2011
(in millions of U.S. dollars)
Balance of credit losses related to securitieshstid— beginning of perioc $ 74 $ 137
Additions where no OTTI was previously recorc 1 —
Additions where an OTTI was previously recor¢ 5 1
Reductions for securities sold during the pel (25 (42
Balance of credit losses related to securitieshstid— end of perioc $ 55 $ 96

d) Gross unrealized loss

At March 31, 2012, there were 2,900 fixed matusitieit of a total of 22,584 fixed maturities in arrealized loss position. The largest single
unrealized loss in the fixed maturities was $7 ionill There were approximately 62 equity securitiesof a total of 174 equity securities in an
unrealized loss position. The largest single uiredlloss in the equity securities was $8 milliBixed maturities in an unrealized loss position
at March 31, 2012 comprised both investment gradebelow investment grade securities for which ¥aiue declined primarily due to
widening credit spreads since the date of purcHzgeity securities in an unrealized loss positineiude foreign fixed income securities helc

a commingled fund structure for which fair valueldeed primarily due to widening credit spreadscsitthe date of purchase.

The following tables present, for all securitiemamunrealized loss position (including securitedoan), the aggregate fair value and gross
unrealized loss by length of time the security ¢t@stinuously been in an unrealized loss position:

0 — 12 Months Over 12 Months Total
Gross Gross Gross
Unrealized Unrealized Unrealized
Fair Value Loss Fair Value Loss Fair Value Loss

(in millions of U.S. dollars)

March 31, 2012

U.S. Treasury and agen $ 8C $ (95 $ — $ — $ 82 $ (9.5
Foreign 1,55¢ (25.7) 43C (18.9) 1,98¢ (44.0
Corporate securitie 1,93 (56.9 201 (17.¢) 2,13¢ (74.2)
Mortgage-backed securitie 464 (4.4 50C (95.0 964 (99.9
States, municipalities, and political subdivisic 48C (7.2 62 (3.5 542 (10.7)
Total fixed maturitie: 5,25¢ (103.9) 1,19: (134.6) 6,452 (237.9)
Equity securitie: 48¢ (12.0 — — 48¢ (12.0
Other investment 15€ (5.7 — — 15€ (5.7)
Total $ 590¢ $(120.9 $ 1,19¢ $ (134.9) $ 7,097 $(255.5
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0 —12 Months Over 12 Months Total
Gross Gross Gross
Unrealized Unrealized Unrealized
Fair Value Loss Fair Value Loss Fair Value Loss
(in millions of U.S. dollars)
December 31, 201.
Foreign $ 1801 $ (822 $ 52¢ $ (40.0 $ 2,330 $(122.)
Corporate securitie 3,08¢ (148.2 26¢ (32.9 3,352 (180.9
Mortgage-backed securitie 44C (7.5 58€ (170.2 1,02¢ (177.5)
States, municipalities, and political subdivisic 30 (0.4 98 (3.5 12¢ (3.9
Total fixed maturities 5,35¢ (238.9) 1,481 (245.9) 6,83¢ (484.2)
Equity securitie: 484 (42.9) — — 484 (42.9)
Other investment 88 (8.3 — — 88 (8.9
Total $ 5921 $(2889 $ 1,481 $(245.9 $ 7,408 $(534.9

€) Restricted assets

ACE is required to maintain assets on deposit wattious regulatory authorities to support its imgwge and reinsurance operations. These
requirements are generally promulgated in the &tatuegulations of the individual jurisdictionsh& assets on deposit are available to settle
insurance and reinsurance liabilities. ACE is atsquired to restrict assets pledged under revepmachase agreements. We also use trust

in certain large reinsurance transactions wherértigt funds are set up for the benefit of the wgdiompanies and generally take the place of
letter of credit (LOC) requirements. We also hawestments in segregated portfolios primarily tovpe collateral or guarantees for LOCs
and derivative transactions. Included in restrigisslets at March 31, 2012 and December 31, 204 fixad maturities and short-term
investments totaling $15.6 billion and $14.9 bitlljsespectively, and cash of $291 million and $4iflfion, respectively.

The following table presents the components ofictet assets:

March 31 December 3:

2012 2011

(in millions of U.S. dollars)
Trust funds $10,60¢ $  9,94(
Deposits with no-U.S. regulatory authoritie 2,12¢ 2,24(
Deposits with U.S. regulatory authoriti 1,29: 1,307
Assets pledged under reverse repurchase agree 1,401 1,251
Other pledged asse 451 364
$15,87¢ $ 15,10:

4. Fair value measurements
a) Fair value hierarchy

Fair value of financial assets and financial ligigi$ is estimated based on the framework estaddish the fair value accounting guidance. The
guidance defines fair value as the price to seligset or transfer a liability in an orderly tractgan between market participants and establishes
a three-level valuation hierarchy in which input®ivaluation techniques used to measure fair vateeslassified. The fair value hierarchy
gives the highest priority to quoted prices in\aetinarkets and the lowest priority to unobservalala.
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The three levels of the hierarchy are as follows:
» Level 1- Unadjusted quoted prices for identical assetsatillties in active market:

» Level 2-Includes, among other items, inputs other thanefliptices that are observable for the asset dlitjafuch as interes
rates and yield curves, quoted prices for simitsess and liabilities in active markets, and quatécks for identical or similar
assets and liabilities in markets that are novactind

» Level 3 - Inputs that are unobservable and reffertagement’s judgments about assumptions that trzekigcipants would use in
pricing an asset or liability

We categorize financial instruments within the vaion hierarchy at the balance sheet date basedthpdowest level of inputs that are
significant to the fair value measurement. Accogtlintransfers between levels within the valuatiderarchy occur when there are significant
changes to the inputs, such as increases or desrgearket activity, changes to the availabiitycurrent prices, changes to the transparency
to underlying inputs, and whether there are sigaift variances in quoted prices. Transfers in aralibof any level are assumed to occur a
end of the period.

We use one or more pricing services to obtainviaiue measurements for the majority of the investrsecurities we hold. Based on
management’s understanding of the methodologied, tisese pricing services only produce an estirobtair value if there is observable
market information that would allow them to makkaia value estimate. Based on our understandirtgefmarket inputs used by the pricing
services, all applicable investments have beeredsiln accordance with GAAP. We do not typicallyusdjprices obtained from pricing
services. The following is a description of theuaion techniques and inputs used to determinevédires for financial instruments carried at
fair value, as well as the general classificatibauzh financial instruments pursuant to the vaduahierarchy.

Fixed maturities

We use pricing services to estimate fair value measents for the majority of our fixed maturitidhe pricing services use market quotations
for fixed maturities that have quoted prices invactarkets; such securities are classified withémel 1. For fixed maturities other than U.S.
Treasury securities that generally do not trade daily basis, the pricing services prepare esémat fair value measurements using their
pricing applications, which include available redav market information, benchmark curves, benchingréf like securities, sector groupings,
and matrix pricing. Additional valuation factorsatttan be taken into account are nominal spreadlsy dhasis, and liquidity adjustments. The
pricing services evaluate each asset class basedlemant market and credit information, perceimerket movements, and sector news. The
market inputs used in the pricing evaluation, tistethe approximate order of priority include: bemark yields, reported trades, broker/dealer
guotes, issuer spreads, twioled markets, benchmark securities, bids, offeference data, and industry and economic evehtsektent of th
use of each input is dependent on the asset alastha market conditions. Given the asset classptiority of the use of inputs may change or
some market inputs may not be relevant. Additignalie valuation of fixed maturity investments isma subjective when markets are less
liquid due to the lack of market based inputs (stale pricing), which may increase the potertiat the estimated fair value of an investme
not reflective of the price at which an actual s&action would occur. The overwhelming majority imEfl maturities are classified within Level
2 because the most significant inputs used in tleing techniques are observable. For a small nurabfixed maturities, we obtain a quote
from a broker (typically a market maker). Due te thisclaimers on the quotes that indicate thaptlee is indicative only, we include these
value estimates in Level 3.
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Equity securities

Equity securities with active markets are clasdifigthin Level 1 as fair values are based on quatadket prices. For non-public equity
securities, fair values are based on market valngtind are classified within Level 2. Equity séts for which pricing is unobservable are
classified within Level 3.

Short-term investments

Short-term investments, which comprise securitigs b mature within one year of the date of puretibat are traded in active markets, are
classified within Level 1 as fair values are basedjuoted market prices. Securities such as conia@aper and discount notes are classified
within Level 2 because these securities are tylyicalt actively traded due to their approachingumiat and, as such, their cost approximates
fair value.

Other investments

Fair values for the majority of Other investmemisluding investments in partially-owned investmenmpanies, investment funds, and limited
partnerships are based on their respective net eaises or equivalent (NAV). The majority of thesgestments, for which NAV was used ¢
practical expedient to measure fair value, aresdiag within Level 3 because either ACE will neveve the contractual option to redeem the
investments or will not have the contractual optomedeem the investments in the near term. Timaireder of such investments is classified
within Level 2. Certain of our long duration cordt®have assets that do not qualify for separatelent reporting under GAAP. These assets
comprise mutual funds classified within Level lilie valuation hierarchy on the same basis as etugity securities traded in active markets.
Other investments also includes equity securitiesfexed maturities held in rabbi trusts maintaimgdACE for deferred compensation plans,
which are classified within the valuation hierarahythe same basis as other equity securitiesiaed faturities.

Securities lending collateral

The underlying assets included in Securities legdivilateral in the consolidated balance sheet§ix@d maturities which are classified in the
valuation hierarchy on the same basis as othed fixaturities. Excluded from the valuation hierarchthe corresponding liability related to
ACE'’s obligation to return the collateral plus irgst as it is reported at contract value and riot/édue on the consolidated balance sheets.

I nvestment derivative instruments

Actively traded investment derivative instrumemsjuding futures, options, and exchange-traded/dod contracts are classified within Level
1 as fair values are based on quoted market ptivesstment derivative instruments are recordefidoounts payable, accrued expenses, and
other liabilities in the consolidated balance sbeet

Other derivative instruments

We maintain positions in other derivative instrunseincluding exchange-traded equity futures comgraad option contracts designed to limit
exposure to a severe equity market decline, whishldvcause an increase in expected claims andftiver reserves for our guaranteed
minimum death benefits (GMDB) and guaranteed liviegefits (GLB) reinsurance business. Our positioexchange-traded equity futures
contracts is classified within Level 1. The failweof the majority of the remaining positions ither derivative instruments is based on
significant observable inputs including equity s#tguand interest rate indices. Accordingly, thase classified within Level 2. Our position in
credit default swaps is typically included withie\el 3. Other derivative instruments are recordefidcounts payable, accrued expenses, and
other liabilities in the consolidated balance sheet
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Separ ate account assets

Separate account assets represent segregatedifbedsinvestment risks are borne by the custonegrept to the extent of certain guarantees
made by ACE. Separate account assets comprise Infurtiala classified in the valuation hierarchy ore #ame basis as other equity securities
traded in active markets and are classified witlémel 1. Separate account assets also include fivatdrities classified within Level 2 because
the most significant inputs used in the pricinghtéques are observable. Excluded from the valudtierarchy are the corresponding liabilities
as they are reported at contract value and novédire in the consolidated balance sheets. Sepacateint assets are recorded in Other ass
the consolidated balance sheets.

Guaranteed living benefits

The GLB arises from life reinsurance programs cioggeliving benefit guarantees whereby we assumeisieof guaranteed minimum income
benefits (GMIB) and guaranteed minimum accumulakienefits (GMAB) associated with variable annuityttacts. GLB’s are recorded in
Accounts payable, accrued expenses, and othelitiedand Future policy benefits in the consolethbalance sheets. For GLB reinsurance,
ACE estimates fair value using an internal valuatiwodel which includes current market informatiowl @stimates of policyholder behavior.
All of the treaties contain claim limits, which &eetored into the valuation model. The fair vatilepends on a number of inputs, including
changes in interest rates, changes in equity mearkegdit risk, current account value, changesarket volatility, expected annuitization rates,
changes in policyholder behavior, and changes licygwlder mortality.

The most significant policyholder behavior assummiinclude lapse rates and the GMIB annuitizataies. Assumptions regarding lapse r
and GMIB annuitization rates differ by treaty blué tunderlying methodologies to determine ratesiegpb each treaty are comparable. The
assumptions regarding lapse and GMIB annuitizata@s determined for each treaty are based onandgrcalculation that uses several
underlying factors.

A lapse rate is the percentage of in-force polisi@sendered in a given calendar year. All elseak@s lapse rates increase, ultimate claim
payments will decrease. In general, the base apsgion assumes low lapse rates (ranging from abgercent to 6 percent per annum) du
the surrender charge period of the GMIB contrastpfed by a “spike” lapse rate (ranging from abbOtpercent to 30 percent per annum) in
the year immediately following the surrender chgsggod, and then reverting to an ultimate lapse ¢generally around 10 percent per
annum), typically over a gear period. This base rate is adjusted downwargdbcies with more valuable guarantees (polieigth guarantee
values far in excess of their account values) bitiplying the base lapse rate by a factor ranghognf 15 percent to 75 percent. Additional
lapses due to partial withdrawals and older polidgtars with tax-qualified contracts (due to reqdireinimum distributions) are also included.

The GMIB annuitization rate is the percentage digges for which the policyholder will elect to amitize using the guaranteed benefit provi
under the GMIB. All else equal, as GMIB annuitipatirates increase, ultimate claim payments willéase, subject to treaty claim limits. In
general ACE assumes that GMIB annuitization ratdsoe higher for policies with more valuable guatees (policies with guaranteed values
far in excess of their account values). In addijtisa also assume that GMIB annuitization rateshagber in the first year immediately
following the waiting period (the first year theljgtes are eligible to annuitize using the GMIB)damparison to all subsequent years. We do
not yet have a robust set of annuitization expegdrecause most of our clients’ policyholders arteyet eligible to annuitize using the

GMIB. However, for certain clients representing apgmately 36 percent of the total GMIB guaranteaflie there are several years of
annuitization experience. For these clients thaigization function reflects the actual experieacg has a maximum annuitization rate per
annum of 8 percent (a higher maximum applies irfitseyear a policy is eligible to annuitize usitige GMIB —it is over 13 percent). For mc
clients, there is not a credible amount of
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observable relevant behavior data and so we ussghted-average (with a heavier weighting on theeobed experience noted previously) of
three different annuitization functions with maxim@annuitization rates per annum of 8 percent, 12guet, and 30 percent, respectively (with
significantly higher rates in the first year a pglis eligible to annuitize using the GMIB). The @/einsurance treaties include claim limits
protect ACE in the event that actual annuitizatiehavior is significantly higher than expected.

The effect of changes in key market factors onrassllapse and annuitization rates reflect emergamgls using data available from cedants.
For treaties with limited experience, rates araldsthed in line with data received from other ogdiompanies adjusted, as appropriate, with
industry estimates. The model and related assunmgptice continuously re-evaluated by managemenéahanced, as appropriate, based upon
additional experience obtained related to policgeobehavior and availability of more informatieach as market conditions, market
participant assumptions, and demographics of inegf@nnuities. During the three months ended Matci2@12, no material changes were
made to actuarial or behavioral assumptions.

We view the variable annuity reinsurance businsdsaaing a similar risk profile to that of catagine reinsurance, with the probability of a
cumulative long-term economic net loss relativehafl at the time of pricing. However, adverse chemip market factors and policyholder
behavior will have an adverse impact on net incomteéch may be material. Because of the signifiaes® of unobservable inputs including
policyholder behavior, GLB reinsurance is classifigthin Level 3.

The following tables present, by valuation hiergrdhe financial instruments measured at fair valne recurring basis:

Level 1 Level 2 Level 3 Total
(in millions of U.S. dollars)

March 31, 2012

Assets:
Fixed maturities available for se
U.S. Treasury and agen $1,76: $ 1,37¢ $ — $ 3,141
Foreign 20z 12,63¢ 49 12,88¢
Corporate securitie 23 15,12« 117 15,26¢
Mortgage-backed securitie — 9,99 19 10,01¢
States, municipalities, and political subdivisic — 2,16( 1 2,161
1,98¢ 41,29 18¢€ 43,46¢
Equity securitie: 66< — 1C 67¢
Shor-term investment 1,34« 75E — 2,09¢
Other investment 23¢€ 23¢ 1,95¢ 2,42¢
Securities lending collater — 2,20¢ — 2,204
Investment derivative instrumer 12 — — 12
Other derivative instrumen (78) 37 D (42
Separate account ass 764 56 — 82(C
Total assets measured at fair ve $4,93¢ $44,58¢ $2,14¢ $51,66¢
Liabilities:
GLB @ $ — $ — $ 868 $ 862

@ Our GLB reinsurance product meets the definitioa derivative instrument for accounting purposesiaraccordingly carried at fair
value. Excluded from the table above is the portibthe GLB derivative liability classified as Fuéupolicy benefits in the consolidated
balance sheets. Refer to Note 5 for additionalrinfdion.
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Level 1 Level 2 Level 3 Total
(in millions of U.S. dollars)

December 31, 201,
Assets:
Fixed maturities available for se
U.S. Treasury and agen $1,691 $ 1,264 $ 5 $ 2,96(
Foreign 21z 12,15¢ 33 12,40:
Corporate securitie 2C 14,53¢ 134 14,69:
Mortgage-backed securitie — 10,17: 28 10,20:
States, municipalities, and political subdivisic — 1,711 1 1,71z

1,928 39,84: 201 41,96°
Equity securitie: 632 2 13 647
Shor-term investment 1,24¢ 1,05t — 2,301
Other investment 20¢ 22¢ 1,877 2,314
Securities lending collater — 1,37¢ — 1,37¢
Investment derivative instrumer 1C — — 10
Other derivative instrumen (16) 54 3 41
Separate account ass 607 53 — 66C
Total assets measured at fair ve $4,61( $42,61! $2,09¢ $49,31¢
Liabilities:
GLB @ $ — $ — $1,31¢ $ 1,31¢

@ Our GLB reinsurance product meets the definitioa derivative instrument for accounting purposesiaraccordingly carried at fz
value. Excluded from the table above is the portibthe GLB derivative liability classified as Futupolicy benefits in the consolidated
balance sheets. Refer to Note 5 for additionalrmédion.

The transfers between Level 1 and Level 2 duriegthinee months ended March 31, 2012 and 2011 vegnaaterial.
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Fair value of alternative investments

Included in Other investments in the fair valuer&iiehy at March 31, 2012 and December 31, 201inaestment funds, limited partnerships,
and partially-owned investment companies measur&iravalue using NAV as a practical expedient.Mdrch 31, 2012 and December 31,
2011, there were no probable or pending salesexktatany of the investments measured at fair vadireg NAV.

The following table presents, by investment catggthre expected liquidation period, fair value, amalximum future funding commitments of
alternative investments:

March 31, 2012 December 31, 201
Maximum Maximum
Expected Future Future
Liquidation Fair Funding Fair Funding
Period Value Commitments Value Commitments
(in millions of U.S. dollars)
Financial 5to 9 Year $ 207 $ 13t $ 20t $ 141
Real estati 3t09 Year 282 147 27C 96
Distressec 6to9 Year 18¢ 52 182 57
Mezzanine 6109 Year 227 337 19t 282
Traditional 3to 8 Year 57¢ 52t 56E 20C
Vintage 1to 3 Year 18 1 18 1
Investment fund Not Applicable 383 — 37¢ —
$1,88¢ $ 1,19 $1,81: $ 777

Included in all categories in the above table eké@plnvestment funds are investments for whichEA®ill never have the contractual optior
redeem but receives distributions based on thédiédgn of the underlying assets. Included in tB&pected Liquidation Period” column above
is the range in years over which ACE expects thritg of underlying assets in the respective categs to be liquidated. Further, for all
categories except for Investment funds, ACE do¢$awve the ability to sell or transfer the investisewithout the consent from the general
partner of individual funds.

Financial

Financial consists of investments in private eqfutyds targeting financial services companies sgcfinancial institutions and insurance
services around the world.

Real estatt

Real estate consists of investments in privatetgduinds targeting global distress opportunitiedye added U.S. properties, and global
mezzanine debt securities in the commercial raat@snarket.

Distressec
Distressed consists of investments in private gduitds targeting distressed debt/credit and eqportunities in the U.S.

Mezzanine

Mezzanine consists of investments in private edfuitygls targeting private mezzanine debt of largearad mid-cap companies in the U.S. and
worldwide.
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Traditional

Traditional consists of investments in private ggfiinds employing traditional private equity inteent strategies such as buyout and venture
with different geographical focuses including Bta#kia, Europe, and the U.S.

Vintage
Vintage consists of investments in private equityds made before 2002 and where the funds’ commitperiods had already expired.

Investment fund

ACE'’s investment funds employ various investmerdtsgies such as long/short equity and arbitragieédised. Included in this category are
investments for which ACE has the option to redeg¢mgreed upon value as described in each invesforais subscription agreement.
Depending on the terms of the various subscripigreements, investment fund investments may beneeld monthly, quarterly, semi-
annually, or annually. If ACE wishes to redeem mrestment fund investment, it must first deternifriee investment fund is still in a lock-up
period (a time when ACE cannot redeem its investraerthat the investment fund manager has timeiild the portfolio). If the investment
fund is no longer in its lock-up period, ACE musen notify the investment fund manager of its ititento redeem by the notification date
prescribed by the subscription agreement. Subseétueotification, the investment fund can redee@Es investment within several months
of the notification. Notice periods for redemptioithe investment funds range between 5 and 126. d&QE can redeem its investment funds
without consent from the investment fund managers.

Level 3 financial instruments

The fair value of assets and liabilities measutddiavalue using significant unobservable inp{lisvel 3) consist of various inputs and
assumptions that management makes when deternimérfgir value. Management analyzes changes ivéile measurements classified
within Level 3 by comparing pricing and returnsoofr investments to benchmarks, including month-ementh movements, investment credit
spreads, interest rate movements, and credit yuHlgecurities.

The following table presents the significant unotable inputs used in the Level 3 liability valuats. Excluded from the table below are
inputs used to fair value Level 3 assets whichbaised on single broker quotes or net asset vallie@tain no quantitative unobservable
inputs developed by management.

Fair
Value at
March 31,
Valuation Significant

(in millions of U.S. dollars) 2012 Technique Unobservable Inputs Ranges
GLB ® 1% -
$ 863 Actuarial mode Lapse rate 30%
0% -
Annuitization rat 50%

@ Discussion of the most significant inputs usechia fiair value measurement of GLB and the sengjtiviithose assumptions is includ
within Note 4 a) Guaranteed living benef
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The following tables present a reconciliation af tieginning and ending balances of financial ims&ts measured at fair value using
significant unobservable inputs (Level 3):

Three Months Ended March 31, 201:

Assets Liabilities
Available-for-Sale Debt Securities
u.S. States,
Treasury municipalities,
Corporate Other
and and political Equity Other derivative
Agency Foreign securities MBS subdivisions securities investments instruments GLB (1)
(in millions of U.S. dollars)
Balanc-Beginning of Periot $ 5 $ 33 $ 134 $ 28 $ 1 $ 13 $ 1,877 $ 3 $ 1,319
Transfers out of Level (5) 1) ) (12) — — — — —
Change in Net Unrealized Gains
(Losses) included in OC — — 2 — — 1 9 — —
Net Realized Gains/Loss — — — — — — ) ?3) (45€)
Purchase — 34 3 4 — 1 e — —
Sales — (17) (8) — — (5 2 — —
Settlement: — — (7) ) — — (41) (1) —
Balanc+End of Perioc $  — $ 48 $ 117 $ 18 $ 1 $ 10 $ 1,95¢ $ (1) $ 863
Net Realized Gains/Losses Attributa
to Changes in Fair Value at the
Balance Sheet Da [ J— $ — $ — $— $ — $  — $ @ 3 3 $ (459

(@)

of the GLB derivative liability classified as furipolicy benefits in the consolidated balance shd&tfer to Note 5 for additional informatic

Balanct+-Beginning of Periot

Transfers into Level

Transfers out of Level

Change in Net Unrealized Gains (Losses) included
in OCI

Net Realized Gains/Loss

Purchase

Sales

Settlement:

Balanc+End of Perioc

Net Realized Gains/Losses Attributable to Char
in Fair Value at the Balance Sheet D

Three Months Ended March 31, 2011

Our GLB reinsurance product meets the definitioa dErivative instrument for accounting purposasiaraccordingly carried at fair value. Excludeahfrthe table above is the portion

Assets Liabilities
Available-for-Sale Debt Securitie:
States,
municipalities,
Corporate Other
and political Equity Other derivative
Foreign securities MBS subdivisions securities investment: instruments GLB @
(in millions of U.S. dollars)
$ 26 $ 11F $ 3¢ 2 $ 13 $ 1,432 $ 4 $ 507
4 5 1 — — — — —
@) @ - — — — — —
1) 1 — — (1) 42 — —
— 2) — — 2 — 1 (58)
— 19 46 — — 9C — —
@ (19 ©) — @ — — —
@ ® _0O () — — () —
$ 26 $ il $ 81 $ 1 $ 10 $ 1,564 $ 4 $ 449
$ — $ — $— $ — $ — $ — $ 1 $ (58)

(1) Our GLB reinsurance product meets the definitiba derivative instrument for accounting purposes is accordingly carried at fair value. Excludiedn the table above is the portion
of the GLB derivative liability classified as Fugupolicy benefits in the consolidated balance shédéte liability for GLB reinsurance was $596 noitliat March 31, 2011, and $648
million at December 31, 2010, which includes a faitue derivative adjustment of $449 million and@%5nillion, respectively
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b) Financial instruments disclosed, but not measured, at fair value
ACE uses various financial instruments in the ndrroarse of its business. Our insurance contraetexcluded from fair value of financial
instruments accounting guidance, and thereforenatréncluded in the amounts discussed below.

The carrying values of cash, other assets, otabilities, and other financial instruments not ud#d below approximated their fair values.

Investments in partial-owned insurance companies

Fair values for investments in partially-owned irgswce companies are based on ACE’s share of theseets based on the financial statements
provided by those companies.

Short- and long-term debt and trust preferred sé@g

Where practical, fair values for short-term debhg-term debt, and trust preferred securities stiemated using discounted cash flow
calculations based principally on observable inuthiding incremental borrowing rates, which reflACE’s credit rating, for similar types of
borrowings with maturities consistent with thosmaéning for the debt being valued.

The following table presents carrying values andvalues of financial instruments not measurethatvalue:

March 31, 2012 December 31, 2011
Carrying Carrying
Fair Fair
Value Value Value Value
(in millions of U.S. dollars)
Assets:
Fixed maturities held to maturi
U.S. Treasury and agen $1,081 $1,121 $1,07¢  $1,12¢
Foreign 941 95t 93t 93C
Corporate securitie 2,29¢ 2,354 2,33¢ 2,33
Mortgage-backed securitie 2,69: 2,78¢ 2,94¢ 3,03¢
States, municipalities, and political subdivisic 1,104 1,13¢ 1,147 1,17¢
8,117 8,34¢ 8,44 8,60¢
Partially-owned insurance compani 34¢€ 34¢€ 352 352
Total asset 8,46: 8,69/ 8,79¢ 8,957
Liabilities:
Shor-term debi 1,531 1,531 1,251 1,251
Long-term debt 3,36( 3,87¢ 3,36( 3,82¢
Trust preferred securitie 30¢ 404 30¢ 404
Total liabilities $5,20C $5,81F  $4,92(  $5,47¢
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The following table presents, by valuation hiergrdhe financial instruments not measured at falug:

Level 1 Level 2 Level 3 Total
(in millions of U.S. dollars)

March 31, 2012

Assets:
Fixed maturities held to maturi
U.S. Treasury and agen $57C $ 551 $— $1,121
Foreign — 95k — 95k
Corporate securitie — 2,33¢ 16 2,35¢
Mortgage-backed securitie — 2,78¢ — 2,78¢
States, municipalities, and political subdivisic — 1,13/ — 1,13¢
57C 7,762 16 8,34¢
Partially-owned insurance compani — — 34¢€ 34¢€
Total asset 57C 7,762 362 8,69/
Liabilities:
Shor-term debi — 1,531 — 1,531
Long-term debt — 3,87¢ — 3,87¢
Trust preferred securitie — 404 — 404
Total liabilities $— $5,81: $— $5,81:

5. Assumed life reinsurance programs involving mimhum benefit guarantees under annuity contracts

The following table presents income and expendating to GMDB and GLB reinsurance. GLBs include (B4 as well as some GMABs
originating in Japan.

Three Months Ended

March 31
2012 2011
(in millions of U.S. dollars)

GMDB

Net premiums earne $ 23 $ 26
Policy benefits and other reserve adjustm $ 27 $ 22
GLB

Net premiums earne $ 41 $ 41
Policy benefits and other reserve adjustm 4 6
Net realized gains (losse 45¢ 58
Gain recognized in incon $ 49t $ 93
Net cash receive $ 39 $ 41
Net decrease in liabilit $ 45€ $ 52

At March 31, 2012, reported liabilities for GMDB@&GBLB reinsurance were $127 million and $1.05 duillirespectively, compared with $138
million and $1.5 billion, respectively, at Decemi3dr, 2011. The reported liability for GLB reinsucanof $1.05 billion at March 31, 2012, and
$1.5 billion at December 31, 2011, includes aVYalue derivative adjustment of $863 million and3tillion, respectively. Included in Net
realized gains (losses) in the table above aresgfinsses) related to foreign exchange and otlirevdlue derivative adjustments. Reported
liabilities for both GMDB and GLB reinsurance aretermined using internal valuation
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models. Such valuations require considerable judgmed are subject to significant uncertainty. Vakiation of these products is subject to
fluctuations arising from, among other factors,ndnes in interest rates, changes in equity markbemges in credit markets, changes in the
allocation of the investments underlying annuitaatsount values, and assumptions regarding fusalieyholder behavior. These models and
the related assumptions are continually reviewethbpagement and enhanced, as appropriate, basednuypmvements in modeling
assumptions and availability of more informationcts as market conditions and demographics of ioef@annuities.

Variable Annuity Net Amount at Risk
(i) Reinsurance covering the GMDB risk only
At March 31, 2012 and December 31, 2011 the netuainat risk from reinsurance programs coveringGhDB risk only was $1.5 billion an
$1.8 billion, respectively.
For reinsurance programs covering the GMDB risk/ptfile net amount at risk is defined as the presgloe of future claim payments under
the following assumptions:

» policy account values and guaranteed values aged fat the valuation date (March 31, 2012 and Deeerdb, 2011, respectively

» there are no lapses or withdraw:

« mortality according to 100 percent of the Annui60R mortality table

» future claims are discounted in line with the disaiing assumption used in the calculation of theeffiereserve averaging betwe
1.0 and 2.0 percent; ai

» reinsurance coverage ends at the earlier of tharihabf the underlying variable annuity policy thre reinsurance treat

The total claim amount payable on reinsurance rogrcovering the GMDB risk only, if all the cedargslicyholders were to die immediatt
at March 31, 2012 was approximately $500 milliohisTtakes into account all applicable reinsuraneaty claim limits.

(if) Reinsurance covering the GLB risk only
At March 31, 2012 and December 31, 2011, the netustnat risk from reinsurance programs covering@h® risk only was $221 million and
$380 million, respectively.
For reinsurance programs covering the GLB risk ottilg net amount at risk is defined as the preggne of future claim payments under the
following assumptions:

» policy account values and guaranteed values aged fat the valuation date (March 31, 2012 and Deeerdb, 2011, respectively

» there are no deaths, lapses, or withdrav

» policyholders annuitize at a frequency most disatageous to ACE (in other words, annuitization kvel that maximizes claims
taking into account the treaty limits) under thente of the reinsurance contrac

» for annuitizing policyholders, the GMIB claim islcalated using interest rates in line with thosedus calculating the reserv
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» future claims are discounted in line with the disating assumption used in the calculation of theefiereserve averaging betwe
3.0 and 4.0 percent; al

* reinsurance coverage ends at the earlier of tharityabf the underlying variable annuity policy thre reinsurance treat

(iii) Reinsurance covering both the GMDB and GL B risks on the same underlying policyholders
At March 31, 2012 and December 31, 2011, the GMBBamount at risk from reinsurance programs cogedoisth the GMDB and GLB risks
on the same underlying policyholders was $136 amliknd $182 million, respectively.

At March 31, 2012 and December 31, 2011, the GLiBaneunt at risk from reinsurance programs covelbioitp the GMDB and GLB risks on
the same underlying policyholders was $660 milkmo $998 million, respectively.

These net amounts at risk reflect the interactismvben the two types of benefits on any singlecgblblder (eliminating double-counting), and
therefore the net amounts at risk should be coresidadditive.

For reinsurance programs covering both the GMDB@hB risks on the same underlying policyholderg, tlet amount at risk is defined as
present value of future claim payments under tHeviing assumptions:

» policy account values and guaranteed values age fax the valuation date (March 31, 2012 and Deeerdb, 2011 respectively

» there are no lapses, or withdraw:

« mortality according to 100 percent of the Annui602 mortality table

» policyholders annuitize at a frequency most disathgeous to ACE (in other words, annuitization kgval that maximizes claims
taking into account the treaty limits) under therte of the reinsurance contrac

» for annuitizing policyholders, the GMIB claim islcalated using interest rates in line with thoseduim calculating the reserv

» future claims are discounted in line with the disaiing assumption used in the calculation of theeffiereserve averaging between
1.0 and 2.0 percent; al

* reinsurance coverage ends at the earlier of tharityabf the underlying variable annuity policy thre reinsurance treat

The total claim amount payable on reinsurance @ogrcovering both the GMDB and GLB risks on theesamderlying policyholders, if all
the cedants’ policyholders were to die immediatlivlarch 31, 2012 was approximately $800 milliohisTtakes into account all applicable
reinsurance treaty claim limits. Although there \eble an increase in death claims resulting frof @ércent immediate mortality of all
policyholders, the GLB claims would be zero.

The average attained age of all policyholders usdetions i), ii), and iii) above, weighted by thearanteed value of each reinsured policy, is
approximately 67 years.

27



Table of Contents

ACE LIMITED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(continu ed)
(Unaudited)

6. Commitments, contingencies, and guarantees
a) Derivative instruments
Derivative instruments employed

ACE maintains positions in derivative instrumenistsas futures, options, swaps, and foreign cuyrémevard contracts for which the primary
purposes are to manage duration and foreign currexmosure, yield enhancement, or to obtain an ®x@oto a particular financial market.
Along with convertible bonds and to be announcedtgage-backed securities (TBA), discussed beloasdhare the most numerous and
frequent derivative transactions.

ACE maintains positions in convertible bond investits that contain embedded derivatives. In additianpurchase TBAs as part of our
investing activities. These securities are includ@tin the fixed maturities available for sale (FAFS) portfolio.

Under reinsurance programs covering GLBs, ACE assute risk of GLBs, including GMIB and GMAB, asided with variable annuity
contracts. The GMIB risk is triggered if, at theé the contract holder elects to convert the actaten account value to a periodic payment
stream (annuitize), the accumulated account valmet sufficient to provide a guaranteed minimuaelef monthly income. The GMAB risk
is triggered if, at contract maturity, the contrhotder’s account value is less than a guaranteetimam value. The GLB reinsurance product
meets the definition of a derivative instrumentnB# reserves in respect of GLBs are classifieBw@sire policy benefits (FPB) while the fair
value derivative adjustment is classified withincAants payable, accrued expenses, and othertiebifAP). ACE also maintains positions in
exchange-traded equity futures contracts and optonequity market indices to limit equity exposimr¢éhe GMDB and GLB blocks of
business.

In relation to certain debt issuances, ACE, frometito time, has entered into interest rate swaysaetions for the purpose of either fixing or
reducing borrowing costs. Although the use of thiaterest rate swaps has the economic effect ofdirr reducing borrowing costs on a net
basis, gross interest expense on the related silmnces is included in Interest expense whilsetieements related to the interest rate swaps
are reflected in Net realized gains (losses) ircthresolidated statements of operations. At Margh2812, ACE had no in-force interest rate
swaps.

ACE buys credit default swaps to mitigate globaldir risk exposure, primarily related to reinsumnecoverables.

All derivative instruments are carried at fair v@lith changes in fair value recorded in Net realigains (losses) in the consolidated
statements of operations. None of the derivatigeriments are designated as hedges for accountipgges.
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The following table presents the balance sheetitmts, fair values in an asset or (liability) pasit, and notional values/payment provisions of
our derivative instruments:

March 31, 2012 December 31, 201
Consolidatec
Notional Notional
Balance Value/ Value/
Sheet Fair Payment Fair Payment
Location Value Provision Value Provision

(in millions of U.S. dollars)
Investment and embedded derivative instrum

Foreign currency forward contrac AP $ (2 $ 681 ¢ 7 $ 674
Futures contracts on money market instrum AP 1 2,07 7 10,47¢
Futures contracts on notes and ba AP 12 947 4 1,05¢
Options on money market instrume AP 1 3,19z — 292
Convertible bond FM AFS 40C 374 357 352
TBAs FM AFS 54 53 60 56

$ 46€ $7,31¢ $ 427 $12,90¢

Other derivative instrumen

Futures contracts on equiti® AP $ (78 $220¢ $ (16) $ 1,367
Options on equity market indic® AP 37 25C 54 25C
Credit default swap AP (D) 35C 3 35C
Other AP — 6 — 6

$ (42 $281t § 41 $ 1,97¢

GLB @ AP/FPE  $(1,049 $ 881  $(1,505 $ 1,37¢

W Related to GMDB and GLB blocks of busine

@ Includes both future policy benefits reserves aidvialue derivative adjustment. Refer to Note 5additional information. Note that the
payment provision related to GLB is the net amaintsk. The concept of a notional value does pphato the GLB reinsurance
contracts
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The following table presents net realized gainsgés) related to derivative instrument activityhie consolidated statements of operations:

Three Months Ended
March 31
2012 2011
(in millions of U.S. dollars)

Investment and embedded derivative instrum

Foreign currency forward contrac $ 8 $ (15
All other futures contracts and optic 26 3
Convertible bond 24 D
TBAs — (@)
Total investment and embedded derivative instrug $ 42 $ 20
GLB and other derivative instrumer
GLB® $ 42¢ $ 71
Futures contracts on equiti® (213) (63)
Options on equity market indic® (18) (8)
Credit default swap (5 (D
Total GLB and other derivative instrumel $ 192 $ (1
$ 234 $ @&

W Excludes foreign exchange gains (losses) relat@l®.
@ Related to GMDB and GLB blocks of busine

Derivative instrument objectives
(i) Foreign currency exposure management

A foreign currency forward contract (forward) is agreement between participants to exchange spéeifign currencies at a future date.
ACE uses forwards to minimize the effect of fluding foreign currencies.

(i) Duration management and market exposure
Futures

Futures contracts give the holder the right andhalibn to participate in market movements, detagdiby the index or underlying security on
which the futures contract is based. Settlememtade daily in cash by an amount equal to the changalue of the futures contract times a
multiplier that scales the size of the contractcliange-traded futures contracts on money markegtimgnts, notes and bonds are used in fixed
maturity portfolios to more efficiently manage diima, as substitutes for ownership of the moneyketainstruments, bonds and notes without
significantly increasing the risk in the portfolimvestments in futures contracts may be made tortlye extent that there are assets under
management not otherwise committed.

Exchangetraded equity futures contracts are used to lixpibsure to a severe equity market decline, whicbltvoause an increase in expe:
claims and therefore, reserves for GMDB and GLBseiance business.

Options

An option contract conveys to the holder the rigpot, not the obligation, to purchase or sell a gfgecamount or value of an underlying
security at a fixed price. Option contracts aredugethe investment portfolio as
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protection against unexpected shifts in interestsravhich would affect the duration of the fixedtarity portfolio. By using options in the
portfolio, the overall interest rate sensitivitytb& portfolio can be reduced. Option contracts alag be used as an alternative to futures
contracts in the synthetic strategy as describedeb

Another use for option contracts is to limit exp@sto a severe equity market decline, which woaldse an increase in expected claims and
therefore, reserves for GMDB and GLB reinsurancermss.

The price of an option is influenced by the undedysecurity, expected volatility, time to expiti and supply and demand.

The credit risk associated with the above derieatimancial instruments relates to the potentiahfon-performance by counterparties.
Although non-performance is not anticipated, inesr minimize the risk of loss, management mogitbe creditworthiness of its
counterparties and obtains collateral. The perfooaaf exchange-traded instruments is guarantedhebgxchange on which they trade. For
non-exchange-traded instruments, the counterpateeprincipally banks which must meet certaireci@ according to our investment
guidelines.

I nterest rate swaps
We use interest rate swaps related to certainigebances for the purpose of either fixing andéducing borrowing costs.

Credit default swaps

A credit default swap is a bilateral contract unglich two counterparties agree to isolate andreggls trade the credit risk of at least one
third-party reference entity. Under a credit defawap agreement, a protection buyer pays a perfedito a protection seller in exchange for a
contingent payment by the seller upon a credit egrch as a default or failure to pay) relatethtoreference entity. When a credit event is
triggered, the protection seller pays the protectioyer the difference between the fair value setsand the principal amount. We have
purchased a credit default swap to mitigate oubagjlaredit risk exposure to one of our reinsurers.

(iii) Convertible security investments

A convertible bond is a debt instrument that cacdr@verted into a predetermined amount of the iSseguity at certain times prior to the
bond’s maturity. The convertible option is an enteti derivative within the fixed maturity host instrents which are classified in the
investment portfolio as available for sale. ACEghases convertible bonds for their total return moidspecifically for the conversion feature.

(iv) TBA

By acquiring a TBA, we make a commitment to purehaduture issuance of mortgage-backed securimsthe period between purchase of
the TBA and issuance of the underlying security aseount for our position as a derivative in thesmidated financial statements. ACE
purchases TBAs both for their total return andtfar flexibility they provide related to our mortgatacked security strategy.

(v) GLB

Under the GLB program, as the assuming entity, A&C@bligated to provide coverage until the exptator maturity of the underlying
annuities. Premiums received under the reinsuraeeéies are classified as premium.
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Expected losses allocated to premiums receivedlassified as Future policy benefits and valuedlainto GMDB reinsurance. Other changes
in fair value, principally arising from changesdrpected losses allocated to expected future pramiare classified as Net realized gains
(losses). Fair value represents management’s dstiofi@Xit price and thus, includes a risk maryjile may recognize a realized loss for other
changes in fair value due to adverse changes ioapigal markets (e.g., declining interest rated/@ndeclining equity markets) and changes in
actual or estimated future policyholder behaviog.(éncreased annuitization or decreased lapse)ratthough we expect the business to be
profitable. We believe this presentation providesmost meaningful disclosure of changes in thetlyiehg risk within the GLB reinsurance
programs for a given reporting period.

b) Other investments

At March 31, 2012, included in Other investmentthia consolidated balance sheet are investmetitaited partnerships and partially-owned
investment companies with a carrying value of $2,60llion. In connection with these investments, eewe commitments that may require
funding of up to $1,197 million over the next selegrears.

c¢) Taxation

In April 2012, ACE reached final settlement witte thnternal Revenue Service (IRS) Appeals Divisiegarding several issues raised by the
IRS Examination Division in its federal tax retutfios 2005, 2006 and 2007. The settlement of theseeis will have no net impact on our
results of operations. The IRS commenced its fied@imination of ACE’s federal tax returns for 2008l 2009 during January 2011. It is
reasonably possible that over the next twelve nmritie amount of unrecognized tax benefits may ghaesulting from the re-evaluation of
unrecognized tax benefits arising from examinatioinsxing authorities and the closing of tax stesuof limitations. With few exceptions,
ACE is no longer subject to state and local or bo8- income tax examinations for years before 2005.

d) Legal proceedings
(i) Claims and other litigation

Our insurance subsidiaries are subject to claitigation involving disputed interpretations of gglicoverages and, in some jurisdictions, di
actions by allegedlynjured persons seeking damages from policyholdérsse lawsuits, involving claims on policies issby our subsidiarit
which are typical to the insurance industry in gahand in the normal course of business, are densil in our loss and loss expense reserves.
In addition to claims litigation, we are subjectaevsuits and regulatory actions in the normal sewf business that do not arise from or
directly relate to claims on insurance policiesisTdategory of business litigation typically invel; among other things, allegations of
underwriting errors or misconduct, employment ciimegulatory activity, or disputes arising fronr business ventures. In the opinion of
management, our ultimate liability for these matisrnot likely to have a material adverse effecbar consolidated financial condition,
although it is possible that the effect could beemal to our consolidated results of operatiorrsaio individual reporting period.

(i) Business practices litigation

ACE Limited, ACE INA Holdings Inc., and ACE USA, dn along with a number of other insurers and brgkeere named in a series of
federal putative nationwide class actions broughinsurance policyholders. The
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Judicial Panel on Multidistrict Litigation (JPMLposolidated these cases in the District of Newejei®©n August 1, 2005, plaintiffs in the N
Jersey consolidated proceedings filed two cons@itlamended complaints — one concerning commeénasiatance and the other concerning
employee benefit plans. The employee benefit ditigation against ACE Limited has been dismissed.

In the commercial insurance complaint, the plaistifamed ACE Limited, ACE INA Holdings Inc., ACE BSInc., ACE American Insurance
Co., lllinois Union Insurance Co., and Indemnitgunance Co. of North America. They allege thataterbrokers and insurers, including
certain ACE entities, conspired to increase prersiamd allocate customers through the use of “Btegiand contingent commissions. In
addition, they allege that the broker defendantsived additional income by improperly placing theients’ business with insurers through
related wholesale entities that acted as intermiedidetween brokers and insurers. Plaintiffs alkme that broker defendants tied the purc

of primary insurance to the placement of such cayewith reinsurance carriers through the brokéerdants’ reinsurance broker subsidiaries.
The complaint asserts the following causes of adigainst the ACE defendants: Federal Racketekeimied and Corrupt Organizations Act
(RICO), federal antitrust law, state antitrust laiding and abetting breach of fiduciary duty, angust enrichment.

In 2006 and 2007, the Court dismissed plaintifiistftwo attempts to properly plead a case withprejudice and permitted plaintiffs one final
opportunity to re-plead. The amended complairgdfibtn May 22, 2007, purported to add several ne\iz A€fendants: ACE Group Holdings,
Inc., ACE US Holdings, Inc., Westchester Fire lgsure Company, INA Corporation, INA Financial Comgatown, INA Holdings Corporation,
ACE Property and Casualty Insurance Company, acdi@&mployers Insurance Company. Plaintiffs adstiled a new antitrust claim against
Marsh, the ACE defendants, and other insurers baselde same allegations as the other claims imiteld to excess casualty insurance. In
2007, the Court granted defendants’ motions to @islaintiffs’ antitrust and RICO claims with puejce. The Court also declined to exercise
supplemental jurisdiction over plaintiffs’ statev@laims and dismissed those claims without prejeldPlaintiffs appealed to the United States
Court of Appeals for the Third Circuit. On Augu$, 2010, the Third Circuit affirmed, in part, analcated, in part, the District Cowstpreviou:
dismissals with instructions for further briefingthe District Court on remand. Defendants renethed motions consistent with the Third
Circuit’s instructions. On June 28, 2011, the DéstCourt administratively terminated defendantsitimns without prejudice to re-file after
adjudication of issues related to a proposed dakement involving a number of other parties staged the case. On October 17, 2011 the
Court lifted the stay and indicated that it wikig a new scheduling order in the coming monthsiake, the Court has still not entered a
scheduling order.

As of May 1, 2012, plaintiffs have not specifiedamount of alleged damages and the Court has eatetedefendants’ renewed motions to
dismiss. The Court has also not determined if¢hse may proceed as a class action and has, tlegneéd determined the size or scope of any
class. As a result, ACE is unable to reasonablynast the potential loss or range of losses, if aniging from this litigation.

There are a number of federal actions brought igydwlders based on allegations similar to thegadtions in the consolidated federal actions
that were filed in, or transferred to, the Unitedt8s District Court for the District of New Jerdey coordination (“tag-along cases”). On
October 17, 2011 the Court lifted the stay anddatdid that it will issue a new scheduling orderdate, the Court has still not entered a
scheduling order.

* New Cingular Wireless Headquarters LLC et al. vraftia& McLennan Companies, Inc. et al. (Case N-5120; D.N.J.), wa
originally filed in the Northern District of Georgion April 4, 2006. ACE Limited, ACE American Ir3o., ACE USA, Inc., ACE
Bermuda Insurance Ltd., Illinois Union Ins. Co.cFa Employers Ins. Co., and Lloyd’s of London Sijtate 2488 AGM, along
with a number of other insurers and brokers, areath
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Avery Dennison Corp. v. Marsh & McLennan Companias, et al. (Case No. -00757; D.N.J.) was filed on February 13, 2C
ACE Limited, ACE INA Holdings Inc., ACE USA, Incand ACE American Insurance Co., along with a nunadf@ther insurers
and brokers, are name

Henley Management Co., Inc. et al. v. Marsh, Ih@le(Case No. 07-2389; D.N.J.) was filed on M&y 2007. ACE USA, Inc.,
along with a number of other insurers and Marsb.,, lare namec

Lincoln Adventures LLC et al. v. Those Certain Undeéters at Lloy(s, London Members of Syndicates 0033 et al. (CaseOh-
60991; D.N.J.) was originally filed in the South&istrict of Florida on July 13, 2007. Supreme Alitansport LLC et al. v.
Certain Underwriters of Lloyd’s of London, et aCgse No. 07-6703; D.N.J.) was originally filed e tSouthern District of New
York on July 25, 2007. Lloyd’s of London Syndic2488 AGM, along with a number of other Lloyd’'s afrhidon Syndicates and
various brokers, are named in both actions. Thegatlons in these putative class-action lawsuéssamilar to the allegations in the
consolidated federal actions identified above,@lgh these lawsuits focus on alleged conduct witiénL_ondon insurance mark

Sears, Roebuck & Co. et al. v. Marsh & McLennan @anies, Inc. et al. (Case No. 07-2535; D.N.J.) er@gnally filed in the
Northern District of Georgia on October 12, 200CEAAmerican Insurance Co., ACE Bermuda Insurande Bhd Westchest:
Surplus Lines Insurance Co., along with a numbeatioér insurers and brokers, are nan

As of May 1, 2012 plaintiffs have not specifiedaamount of alleged damages in any of the tag-al@asgs The proceedings in the
tag-along cases were stayed at a very early dtafiere the ACE defendants could challenge thedaffty of the claims with, for
example, motions to dismiss. Also, the scope otdlgealong cases, in large part, will be affectedhe outcome of the Multidistrict
Litigation Court’s decision on defendants’ renewmotions to dismiss. As a result, ACE is unablestaspnably estimate the
potential loss or range of losses, if any, arignogn these litigations.

In addition to the related federal cases, therd@veogpending state cases with allegations simidahose in the consolidated federal actions
described above:

Van Emden Management Corporation v. Marsh & McLenBGampanies, Inc., et al. (Case No. 05-0066A; Sap&ourt of
Massachusetts), a class action in Massachusetdjleg on January 13, 2005. lllinois Union InswarCompany is named. The
Van Emden case has been stayed pending resoldttba oonsolidated proceedings in the District efiANJersey or until further
order of the Courl

As of May 1, 2012, plaintiffs have not specifiedamnount of alleged damages in this case. The pdawgewere stayed at a very
early stage, before lllinois Union could challerige sufficiency of the claims with, for examplenation to dismiss. As a result,
ACE is unable to reasonably estimate the potelutsas or range of losses, if any, arising from thigation.

State of Ohio, ex. rel. Marc E. Dann, Attorney Gahg. American Int’l Group, Inc. et al. (Case N-633857; Court of Common
Pleas in Cuyahoga County, Ohio) is an Ohio staieradiled by the Ohio Attorney General on Augudt 2007. ACE INA Holding
Inc., ACE American Insurance Co., ACE Property 8&@aty Insurance Co., Insurance Company of NortteAra, and
Westchester Fire Insurance Co., along with a nurabether insurance companies and Marsh, are naim&kecember 2011 the
ACE parties agreed to settle the case for $1.9fomilOn December 27, 2011 the case was voluntdidgnissed with prejudic
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In all of the lawsuits described above, except whggrecifically noted, plaintiffs seek compensatmy in some cases special damages without
specifying an amount. As a result, ACE cannot ittime estimate its potential costs related te¢hegal matters and, accordingly, no liability
for compensatory damages has been established gotisolidated financial statements.

ACE’s ultimate liability for these matters is nikdly to have a material adverse effect on ACE'ssmidated financial condition, although it is
possible that the effect could be material to AC&asolidated results of operations for an indialdeporting period.

7. Shareholders’ equity

All of ACE’s Common Shares are authorized undersSwbrporate law. Though the par value of Commarezhis stated in Swiss francs,
ACE continues to use U.S. dollars as its reportingency for preparing the consolidated financiatesments. Under Swiss corporate law,
dividends, including distributions through a redostin par value (par value distributions) or fréegal reserves, must be declared by ACE in
Swiss francs though dividend payments are madeQ@lg ih U.S. dollars. In light of a January 1, 20Mis3 tax law change, shareholders at
May 2011 annual general meeting approved a dividenthe following year, payable in four quarteigtallments after the May 2011 annual
general meeting from our capital contributions resg (additional paid in capital), a subaccourlegal reserves. In January 2012 our
shareholders approved a $0.12 per Common Shaesseto the third and fourth dividend installmekrtghe first quarter of 2012 the fourth
dividend installment of CHF 0.42 ($0.47) per Comn8lrare, was funded from capital contributions nesefadditional paid in capital) and
transferred to free reserves (retained earningg)dgment.

For the three months ended March 31, 2011, divideledlared per Common Share amounted to CHF 083 and were paid by way of a
par value distribution.

Common Shares in treasury are used principallysBwrance upon the exercise of employee stock aptgmants of restricted stock, and
purchases under the Employee Stock Purchase PEPRE At March 31, 2012, 4,179,030 Common Sharesirein treasury after net shares
redeemed under employee share-based compensatits pl

ACE Limited securities repurchase authorization

In August 2011, the Board of Directors authorizee tepurchase of up to $303 million of ACE’s Comn&rares through December 31,
2012. The amount authorized in August 2011 wasldit®n to the $197 million balance remaining undes600 million share repurchase
program approved in November 2010. These auth@imtvere granted to allow ACE to repurchase ComBiweres to partially offset
potential dilution from the exercise of stock opscand the granting of restricted stock under shased compensation plans. Such repurct
may be made in the open market, in privately neded transactions, block trades, accelerated rbpses and/or through option or other
forward transactions. During the three months erddarth 31, 2012, ACE repurchased an additionald@@Common Shares for a cost of $7
million. At March 31, 2012, $461 million in sharepurchase authorization remained through Decenthe2®.2 pursuant to the November
2010 and August 2011 Board authorizations.

8. Share-based compensation

The ACE Limited 2004 Long-Term Incentive Plan (@04 LTIP) provides for grants of both incentivelaron-qualified stock options
principally at an option price per share equahimfair value of ACES Common Shares on the date of grant. Stock opticngenerally grante
with a 3-year vesting period and a 10-year term.
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The stock options vest in equal annual installmemts the respective vesting period, which is #iorequisite service period. On February
2012, ACE granted 1,452,605 stock options with @yfwted-average grant date fair value of $15.58 €ahh fair value of the options issued is
estimated on the date of grant using the Black-Bshaption pricing model.

The 2004 LTIP also provides for grants of restdctéock and restricted stock units. ACE generalgnts restricted stock and restricted stock
units with a 4-year vesting period, based on aepacdsting schedule. The restricted stock is gdaatenarket close price on the day of grant.
On February 23, 2012, ACE granted 1,462,230 resttistock awards and 255,850 restricted stock tmisnployees and officers of ACE and
its subsidiaries with a grant date fair value 08 86 each. Each restricted stock unit representsfaigation to deliver to the holder one
Common Share upon vesting.

9. Segment information

ACE operates through the following business segsyeettain of which represent the aggregation stirtit operating segments: Insurance —
North American, Insuranc— Overseas General, Global Reinsurance, and Lifes&’kegments distribute their products through uarforms o
brokers, agencies, and direct marketing progratidiusiness segments have established relationsglifpgeinsurance intermediaries.

For segment reporting purposes, certain items haea presented in a different manner than in theawated financial statements.
Management uses underwriting income as the mairsuneaf segment performance. ACE calculates und@rgiincome by subtracting
Losses and loss expenses, Policy benefits, Patigyisition costs, and Administrative expenses fidet premiums earned. For the Life
business, management also includes Net investmearnie and (Gains) losses from fair value changsesparate account assets that do not
qualify for separate account reporting as companehtunderwriting income. For the three months dndarch 31, 2012, Life underwriting
income of $103 million includes net investment imepof $61 million and (Gains) losses from fair \v@atthanges in separate account assets of
$(18) million.

Effective January 1, 2012, we reclassified priaiquesegment operating results in order to conftyrertain organizational

realignments. These realignments resulted in afeaf operating revenue and underwriting resefitsur international direct-marketed and
credit life businesses from the Insurance — Over&smeral segment to the Life segment. These readigts have no impact on consolidated
operating results; however, previously reported @mt® contained in these consolidated financiakstants have been adjusted to conform to
the current period presentation.
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The following tables present the operations by ssgm

Net premiums writtel

Net premiums earne
Losses and loss expen:
Policy benefits

Policy acquisition cost
Administrative expense
Underwriting income (loss)
Net investment incom

Net realized gains (losses) including O
Interest expens

Other (income) expens

(Gains) losses from fair value change:

separate account ass
Other
Income tax expense (benel

Net income (loss,

Net premiums writtel

Net premiums earne
Losses and loss expen:
Policy benefits

Policy acquisition cost
Administrative expense
Underwriting income (loss)
Net investment incom

Net realized gains (losses) including O
Interest expens

Other (income) expen:
Income tax expense (benel
Net income (loss

Statement of Operations by Segment

For the Three Months Ended March 31, 2012

(in millions of U.S. dollars)

Insurance — Insurance —

North Overseas Global

American General Reinsurance
$ 1,29 $ 1,52¢ $ 263
1,287 1,391 23C
84¢ 70t 10z

127 33t 43

147 22¢€ 12

164 122 73

274 131 71

(1) 20 13

3 1 1
(1) — (5

91 38 6

$ 344 $ 234 $ 15t

Statement of Operations by Segment

For the Three Months Ended March 31, 2011

(in millions of U.S. dollars)

Insurance — Insurance -

North Overseas Global

American General Reinsurance
$ 1,28¢ $ 1,41( $ 31E
1,34¢ 1,27¢ 26C
994 852 27¢
13€ 301 46
14¢ 22¢ 12
68 (98) (77)
29t 131 72
(12) 9) (13

4 1 —
(16) (2 (6)
89 17 10
$ 21E $ 8 $ (22

37

Life
$48¢
47¢
14¢&
147
76
78
24
61
231

(19)

11
$311

Corporate
ACE
and Other Consolidatec
$ — $ 3,57
— 3,381
— 1,80¢
— 147
1 582
44 51C
(45) 33¢
7 544
©) 26C
54 62
— (18)
12 15
(36) 11C
$ 71 $ 978
Corporate
ACE
and Other Consolidatec
$ — $ 3,44¢
— 3,30¢
— 2,26:
— 91
— 55¢
42 49¢
(42) (103)
— 544
1 (45)
55 63
5 (13)
(34) 96
$ (67) $ 25C
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Underwriting assets are reviewed in total by mansyg for purposes of decision-making. Other thamdgall, ACE does not allocate assets to
its segments.

The following table presents the net premiums ehfaeeach segment by product:

Life,
Property & Accident &
ACE
All Other Casualty Health Consolidatec
(in millions of U.S. dollars)
For the Three Months Ended March 31, 201:
Insurance- North Americar $ 381 $ 817 $ 89 $ 1,287
Insurance- Overseas Gener 53¢ 333 52C 1,391
Global Reinsuranc 11C 12C — 23C
Life — — 47¢ 47¢
$ 1,02¢ $1,27( $ 1,08Z $ 3,381
For the Three Months Ended March 31, 201:
Insurance- North Americar $ 37C $ 89C $ 86 $ 1,34¢
Insurance- Overseas Gener 431 34z 50E 1,27¢
Global Reinsuranc 112 14¢ — 26C
Life — — 42t 42t
$ 91c $1,38( $ 1,01¢ $ 3,30¢

10. Earnings per share
The following table presents the computation ofibaad diluted earnings per share:

Three Months Ended March 31
2012 2011
(in millions of U.S. dollars, except
share and per share data)

Numerator:

Net income $ 972 $ 25C
Denominator

Denominator for basic earnings per shi

Weighte-average shares outstand 338,567,34 337,088,21
Denominator for diluted earnings per sh

Shar-based compensation pla 3,123,64. 2,572,98.

Adjusted weighte-average shares outstanding and assumed conve 341,690,98 339,661,19
Basic earnings per she $ 2.87 $ 0.74
Diluted earnings per sha $ 2.84 $ 0.7:%

Excluded from adjusted weighted-average sharesamaliig and assumed conversions is the impactoofisies that would have been anti-
dilutive during the respective periods. For theeéhmonths ended March 31, 2012 and 2011, the jedtanti-dilutive share conversions were
468,048 shares and 333,072 shares, respectively.
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11. Information provided in connection with outstarding debt of subsidiaries

The following tables present condensed consoligdtimancial information at March 31, 2012 and Debem31, 2011, and for the three months
ended March 31, 2012 and 2011, for ACE Limited @aeent Guarantor) and ACE INA Holdings Inc. (thddSdiary Issuer). The Subsidiary
Issuer is an indirect 100 perceswned subsidiary of the Parent Guarantor. Investsiarsubsidiaries are accounted for by the PaBeatranto
under the equity method for purposes of the supphtat consolidating presentation. Earnings of sliases are reflected in the Parent
Guarantor’s investment accounts and earnings. BhenPGuarantor fully and unconditionally guaraasteertain of the debt of the Subsidiary
Issuer. Condensed consolidating financial infororatf the Subsidiary Issuer is presented on a diolaged basis and consists principally of
net assets, results of operations, and cash flbwpearating insurance company subsidiaries.

Condensed Consolidating Balance Sheet at March 32012
(in millions of U.S. dollars)

ACE INA
Holdings Other ACE
ACE Inc. Limited
Limited (Subsidiary Subsidiaries ACE
(Parent o an_d C(_)nsolidatin(q Limit_ed

Guarantor) Issuer) Eliminations () Adjustments (2) Consolidatec
Assets
Investment: $ 34 $ 29,07¢ $ 27,680 $ — $ 56,79:
Cash 162 49¢€ 57 — 71E
Insurance and reinsurance balances recei\ — 4,05( 437 — 4,48
Reinsurance recoverable on losses and loss exp: — 16,68¢ (4,62¢) — 12,057
Reinsurance recoverable on policy bene — 1,14C (897) — 243
Value of business acquirt — 66¢ — — 66¢
Goodwill and other intangible asst — 4,30¢ 554 — 4,86(
Investments in subsidiaris 25,197 — — (25,19 —
Due from subsidiaries and affiliates, | 37¢€ — — (37¢6) —
Other asset 15 7,68: 2,228 — 9,92¢
Total asset $ 25,78¢ $ 64,107 $ 25,431 $ (25,579 $ 89,74¢
Liabilities
Unpaid losses and loss expen $ — $ 30,69 $ 6,556 $ — $ 37,247
Unearned premiurnr — 5,72¢ 938 — 6,66
Future policy benefit — 3,76¢ 592 — 4,35¢
Due to subsidiaries and affiliates, | — 281 95 (37€) —
Shor-term debi 13C 851 550 — 1,531
Long-term debi — 3,36( — — 3,36(
Trust preferred securitie — 30¢ — — 30¢
Other liabilities 223 8,23: 2,393 — 10,84¢
Total liabilities 353 53,21; 11,124 (376€) 64,31¢
Total shareholde’ equity 25,43: 10,89( 14,307 (25,197 25,43
Total liabilities and sharehold¢ equity $ 25,78¢ $ 64,107 $ 25431 $ (25,579 $ 89,74¢

@ Includes all other subsidiaries of ACE Limited antércompany elimination:

@ Includes ACE Limited parent company eliminatio
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Condensed Consolidating Balance Sheet at Decembedr, 2011
(in millions of U.S. dollars)

ACE INA

Holdings Other ACE
ACE Inc. Limited
Limited (Subsidiary Subsidiaries ACE Limited
(Parent and Consolidating

Guarantor) Issuer) Eliminations (1) Adjustments (%) Consolidated
Assets
Investment: $ 33 $ 28,84¢ $ 26,79 $ — $ 55,67¢
Cash 10€ 382 12€ — 614
Insurance and reinsurance balances recei\ — 3,944 442 — 4,38
Reinsurance recoverable on losses and loss exp — 17,14¢ (4,757 — 12,38¢
Reinsurance recoverable on policy bene — 941 (692) — 24¢
Value of business acquirt — 67€ — — 67€
Goodwill and other intangible asst — 4,24¢ 551 — 4,79¢
Investments in subsidiarit 23,871 — — (23,87)) —
Due from subsidiaries and affiliates, 1 49¢ — — (49¢) —
Other asset 8 7,01¢ 1,508 — 8,531
Total asset $ 24,51¢ $ 63,20: $ 23,97 $ (24,369 $ 87,32
Liabilities
Unpaid losses and loss expen $ — $ 30,831 $ 6,64( $ — $ 37,47
Unearned premiurr — 5,41¢ 91¢ — 6,334
Future policy benefit — 3,67: 601 — 4,27¢
Due to subsidiaries and affiliates, | — 31€ 182 (499 —
Shor-term debi — 85C 401 — 1,251
Long-term debi — 3,36( — — 3,36(
Trust preferred securitie — 30¢ — — 30¢
Other liabilities 184 7,76¢ 2,031 — 9,98¢
Total liabilities 184 52,53( 10,77 (499 62,98¢
Total shareholde’ equity 24,33: 10,67 13,19¢ (23,87)) 24,33:
Total liabilities and sharehold¢ equity $ 24,51¢ $ 63,20! $ 23,97 $ (24,369 $ 87,32

@ Includes all other subsidiaries of ACE Limited antércompany elimination:
@ Includes ACE Limited parent company eliminatio
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Condensed Consolidating Statement of Operations
For the Three Months Ended March 31, 2012
(in millions of U.S. dollars)

Other ACE
ACE INA Limited
Holdings Subsidiaries
ACE Inc. Consolidating
Limited (Subsidiary and ACE
(Parent Eliminations Adjustments Limited
Guarantor) Issuer) @) ) Consolidatec
Net premiums writtel $ — $ 2,09¢ $ 1,47/ $ — $ 3,57¢
Net premiums earne — 1,952 1,42¢ — 3,381
Net investment incom — 265 27¢ — 544
Equity in earnings of subsidiari 92¢ — — (92¢) —
Net realized gains including OT 20 26 214 — 26C
Losses and loss expen: — 1,182 622 — 1,80¢
Policy benefits — 86 61 — 147
Policy acquisition costs and administrat
expense: 12 64C 44C — 1,092
Interest (income) expen: 9 66 5 — 62
Other (income) expen: (30 25 2 — (©)]
Income tax expens 2 85 23 — 11C
Net income $  9vs $  15¢ $ 76¢ $ 92¢) $ 972
Comprehensive incon $ 1,271 $ 287 $ 641 $ 92¢) $ 1,271
Condensed Consolidating Statement of Operations
For the Three Months Ended March 31, 2011
(in millions of U.S. dollars)
Other ACE
ACE INA Limited
Holdings Subsidiaries
ACE Inc. Consolidating
Limited (Subsidiary and ACE
(Parent Eliminations Adjustments Limited
Guarantor) Issuer) @) ) Consolidatec
Net premiums writtel $ — $ 2,02 $ 1,42: $ — $ 3,44¢
Net premiums earne — 1,93¢ 1,371 — 3,30¢
Net investment incom 1 262 281 — 544
Equity in earnings of subsidiari 23¢ — — (239 —
Net realized gains (losses) including O Q) (13 (32) — (45)
Losses and loss expen: — 1,301 962 — 2,26:
Policy benefits — 40 51 — 91
Policy acquisition costs and administrative
expense: 18 58¢ 452 — 1,05¢
Interest (income) expen: 8 67 4 — 63
Other (income) expen: (22 13 (4 — (13
Income tax expens 1 68 27 — 96
Net income $ 25 $  1iac $ 12¢ $ (239 $ 25C
Comprehensive incorn $ 43¢ $ 21C $ 29 $ (239 $ 43¢

@ Includes all other subsidiaries of ACE Limited antércompany elimination:
@ Includes ACE Limited parent company eliminatio
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Condensed Consolidating Statement of Cash Flows
For the Three Months Ended March 31, 2012
(in millions of U.S. dollars)

Other ACE
ACE INA Limited
Holdings Subsidiaries
ACE Inc.
Limited (Subsidiary and
(Parent Eliminations
Guarantor) Issuer) @)
Net cash flows from operating activities $ 19 $ 66 $ 487
Cash flows from investing activities
Purchases of fixed maturities available for
sale — (2,650 (2,839
Purchases of fixed maturities held to matt — (32) D
Purchases of equity securiti — (20 (9)
Sales of fixed maturities available for s — 1,93t 1,86(
Sales of equity securitie — 24 2
Maturities and redemptions of fixt
maturities available for sa — 497 57¢
Maturities and redemptions of fixed
maturities held to maturit — 267 78
Net derivative instruments settleme Q) @ (193)
Advances from (to) affiliate 66 — —
Acquisition of subsidiarie — (25 —
Other — 90 (199
Net cash flows from (used for) investing
activities 65 96 (710
Cash flows from financing activities
Dividends paid on Common Sha (159 — —
Common Shares repurchas — — (17)
Net proceeds from issuance (repaymen
shor-term debt 13C 1 15C
Proceeds from share-based compensatiol
plans 1 — 27
Advances (to) from affiliate — (48 (18
Net cash flows (used for) from financing
activities (28) (47 14¢
Effect of foreign currency rate changes on cas
and cash equivalents — (€))] 6
Net increase (decrease) in ci 56 114 (69)
Cash- beginning of periot 10€ 382 12¢€
Cash- end of perioc $ 162 $ 49€ $ 57

()]
@

Includes all other subsidiaries of ACE Limited anttrcompany elimination:
Includes ACE Limited parent company eliminatio
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)

$ -

66

66

ACE
Limited
Consolidatec

$ 572

(5,489)
(32
(19)

3,79t
26

1,07¢

342
(195)

(25
(109)

(615)

(159)
11

281

28

13¢

101
614
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Condensed Consolidating Statement of Cash Flows
For the Three Months Ended March 31, 2011

(in millions of U.S. dollars)

ACE INA
Holdings Other ACE
ACE Inc. Limited
Limited (Subsidiary Subsidiaries ACE
(Parent . anq ansolidatin(g Limit_ed
Guarantor) Issuer) Eliminations (1) Adjustments (2) Consolidatec
Net cash flows from operating activities $ 50¢ $ 217 $ 777 $ (500 $ 1,008
Cash flows from investing activities
Purchases of fixed maturities available
sale — (3,419 (3,815 — (7,239
Purchases of fixed maturities held
maturity — (17€) Q) — a77)
Purchases of equity securiti — (121 (22 — (143)
Sales of fixed maturities available for s 6 2,76( 2,66: — 5,42¢
Sales of equity securiti¢ — 307 1C — 317
Maturities and redemptions of fixed
maturities available for sa — 44C 501 — 941
Maturities and redemptions of fixed
maturities held to maturit — 29¢ 98 — 39¢
Net derivative instruments settleme D 4 (88) — (85)
Advances (to) from affiliate (99) — — 99 —
Acquisition of subsidiaries (net of ca
acquired of $39 — (8) (37 — (45)
Other — (28) (2 — (30
Net cash flows (used for) from investing
activities (94) 58 (699 99 (631)
Cash flows from financing activities
Dividends paid on Common Shai (112) — — (112)

Common Shares repurchas — — (68) — (68)
Net proceeds from issuance (repayme

of shor-term debt (300) — 40C — 10C
Proceeds from share-based compensa

plans 43 — — — 43
Advances from (to) affiliate — 127 (28) (99 —
Dividends to parent compai — — (500) 50C —
Net cash flows (used for) from financi

activities (369) 127 (196€) 401 (379

Effect of foreign currency rate changes ol
cash and cash equivalents — 5 3 — 8

Net increase (decrease) in ci 46 407 (110 — 342
Cash- beginning of perio«) 30¢ 573 (109) — 772
Cash- end of perioc® $ 354 $ 98C $ (219) $ — $ 1,11f

@ Includes all other subsidiaries of ACE Limited anttrcompany elimination:

@ Includes ACE Limited parent company eliminatio

@ ACE maintains two notional mu-currency cash pools (Pools) with a tl-party bank. Various ACE entities participate in @nehe othe
of the Pools, pursuant to which credit and debimees in individual ACE accounts are translatety dato a single currency and pooled
on a notional basis. Individual ACE entities arenpited to overdraw on their individual accountsyided the overall Pool balances do
fall below zero. At March 31, 2011 and DecemberZ110, the cash balance of one or more entitiesnegative; however, the overall
Pool balances were positiv

43



Table of Contents

ltem 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The following is a discussion of our results of @i®ns, financial condition, and liquidity and dapresources as of and for the three months
ended March 31, 2012. Our results of operationscastl flows for any interim period are not necalsardicative of our results for the full
year. This discussion should be read in conjunatiith our consolidated financial statements andteel notes and our Managern’s

Discussion and Analysis of Financial Condition &webults of Operations included in our Annual ReparfForm 10-K for the year ended
December 31, 2011 (2011 Form 10-K).

Effective January 1, 2012, we retrospectively addptew accounting guidance for costs associatddagiuiring or renewing insurance
contracts. Under the new guidance, the definitibacgjuisition costs was modified to specify thabat must be directly related to the
successful acquisition of a new or renewal insugarontract in order to be deferred. Previously rggtbamounts and ratios contained in these
consolidated financial statements have been adjusteeflect the impact of retrospective adjustraextt a result of applying this new
accounting guidance.

In addition, effective January 1, 2012, we recfessiprior period segment operating results in otdeconform to certain organizational
realignments. These realignments resulted in afeaf operating revenue and underwriting resefitsur international direct-marketed and
credit life businesses from the Insurance — Ovaer&@eneral segment to the Life segment. These nmaéigts have no impact on consolidated
operating results; however, previously reported am®and underwriting ratios contained in thesesobidated financial statements have been
adjusted to conform to the current period presentat
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Forward-Looking Statements

The Private Securities Litigation Reform Act of 59%rovides a “safe harbor” for forward-looking staents. Any written or oral statements
made by us or on our behalf may include forwarddiog statements that reflect our current views withpect to future events and financial

performance. These forward-looking statements @pgest to certain risks, uncertainties, and othetdrs that could, should potential events
occur, cause actual results to differ materialbnfrsuch statements. These risks, uncertaintiesptived factors (which are described in more
detail elsewhere herein and in other documentsle/gvith the SEC) include but are not limited to:

» developments in global financial markets, includiatnginges in interest rates, stock markets, ana fittaancial markets, increas:
government involvement or intervention in the fio@h services industry, the cost and availabilitfieancing, and foreign curren
exchange rate fluctuations (which we refer to is tieport as foreign exchange and foreign currexchange), which could affect
our statement of operations, investment portfdifgncial position, and financing plar

» general economic and business conditions resuitomg volatility in the stock and credit markets ahé depth and duration
recession

» losses arising out of natural or n-made catastrophes such as hurricanes, typhootisqeakes, floods, climate change (includ
effects on weather patterns, greenhouse gasedasdand air temperatures, sea levels, rain and)smuclear accidents or
terrorism which could be affected t

. the number of insureds and ceding companies affg
. the amount and timing of losses actually incurned @eported by insured
. the impact of these losses on our reinsurers andniount and timing of reinsurarrecoverable actually receive

. the cost of building materials and labor to recangtproperties or to perform environmental remgolafollowing a
catastrophic event; ar

. complex coverage and regulatory issues such ashetieisses occurred from storm surge or floodindyr@tated lawsuits

e actions that rating agencies may take from timnte, such as financial strength or credit ratidge/ngrades or placing these
ratings on credit watch negative or the equival

» global political conditions, the occurrence of aesrorist attacks, including any nuclear, radiotagj biological, or chemical even
or the outbreak and effects of war, and possibsnass disruption or economic contraction that negylt from such event

» the ability to collect reinsurance recoverabledirdevelopments of reinsurers, and any delays mispect thereto and change:
the cost, quality, or availability of reinsuran:

» actual loss experience from insured or reinsureshesvand the timing of claim paymer

» the uncertainties of the loss-reserving and claetdiement processes, including the difficultiesoagated with assessing
environmental damage and asbestos-related lajeneis, the impact of aggregate-policy-coveragéttipand the impact of
bankruptcy protection sought by various asbestodymrers and other related businesses and the twhilogs payments

» changes to our assessment as to whether it islikelgthan not that we will be required to self,ltave the intent to sell, availat
for sale fixed maturities before their anticipatedovery;

» infection rates and severity of pandemics and tigécts on our business operations and claimsiggt
» judicial decisions and rulings, new theories obility, legal tactics, and settlement terr
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» the effects of public company bankruptcies andéaoanting restatements, as well as disclosurendyrevestigations of publi
companies relating to possible accounting irregfiggr and other corporate governance issues,dirgjuhe effects of such events
on:

. the capital market:
. the markets for directors and officers (D&O) anes and omissions (E&O) insurance; ¢
. claims and litigation arising out of such disclasior practices by other compani

* uncertainties relating to governmental, legislativel regulatory policies, developments, actiongstigations and treaties, which,
among other things, could subject us to insuraagealation or taxation in additional jurisdictionsaidfect our current operation

» the actual amount of new and renewal business,ehadceptance of our products, and risks assoargtadhe introduction of new
products and services and entering new marketsidimg regulatory constraints on exit strateg

» the competitive environment in which we operateluding trends in pricing or in policy terms anchddions, which may diffe
from our projections and changes in market conaiitithat could render our business strategies ictéféeor obsolete

» acquisitions made by us performing differently tieepected, our failure to realize anticipated esg-related efficiencies or grow
from acquisitions, the impact of acquisitions om pre-existing organization or announced acquisitionsahmging;

» risks associated with being a Swiss corporatiotiuging reduced flexibility with respect to certaiapects of capital management
and the potential for additional regulatory burde

» the potential impact from governm-mandated insurance coverage for acts of terrol

» the availability of borrowings and letters of creginder our credit facilities

» the adequacy of collateral supporting funded higtiugttible programs

» changes in the distribution or placement of risks tb increased consolidation of insurance andueance broker:

« material differences between actual and expecteesaments for guaranty funds and mandatory poaliraggements
» the effects of investigations into market practicethe property and casualty (P&C) indus!

» changing rates of inflation and other economic @ik, for example, recessic

» the amount of dividends received from subsidiai

» loss of the services of any of our executive ofiogithout suitable replacements being recruitea inasonable time fram
» the ability of our technology resources to perf@smanticipated; an

* managemer's response to these factors and actual eventsidingl, but not limited to, those described abo

The words “believe,” “anticipate,” “estimate,” “prgect,” “should,” “plan,” “expect,” “intend,” “hope, " “feel,” “foresee,” “will likely

result,” or “will continue,” and variations thereo&nd similar expressions, identify forward-lookstgtements. You are cautioned not to place
undue reliance on these forwalobking statements, which speak only as of theieglaVe undertake no obligation to publicly updateeview
any forward-looking statements, whether as a resfuftew information, future events or otherwise.

” o ” ”ou ”ou ” o ” . ” i,
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Overview

ACE Limited is the Swiss-incorporated holding compaf the ACE Group of Companies. ACE opened itsiess office in Bermuda in 1985
and continues to maintain operations in BermudaE A&hich is headquartered in Zurich, Switzerlarmd] #ds direct and indirect subsidiaries

a global insurance and reinsurance organizatiouirgethe needs of a diverse group of clients adotine world. We are predominantly a global
property and casualty insurance company with batbramercial and specialty product orientation. \fferaccommercial insurance, specialty
products and accident and health (A&H) solutiond are expanding our personal lines and internaltidfeansurance businesses. As we have
grown, we have developed products and diversifigdofferings to meet the needs of our customerddaitch 31, 2012, ACE had total assets
of $90 billion and shareholders’ equity of $25ibifi.

We operate through the following business segmémgsirance — North American, Insuranc®verseas General, Global Reinsurance, and

The Insurance — North American segment includesl@itvisions ACE USA (including ACE Canada), ACB@mercial Risk Services and
ACE Private Risk Services; our wholesale and sjitgai@visions ACE Westchester, ACE Agriculture aA@E Bermuda; and various run-off
operations, including Brandywine Holdings Corparat{Brandywine). Our retail products range from oaoancial lines with service offerings
such as risk management, loss control and engimgeprograms, and specialty commercial P&C and A&kpérsonal lines homeowners,
automobiles, liability, valuable articles and martoverages. Our wholesale and specialty prodocksde excess and surplus property,
professional liability, inland marine, specialtyoperty, specialty casualty, political risk, and gehensive multiple-peril crop and hail
insurance products.

The Insurance — Overseas General segment compi@ednternational, our retail business servingiteries outside the U.S., Bermuda, and
Canada; the international A&H and life busines€ofmbined Insurance; and the wholesale insurandedsssof ACE Global Markets. ACE
International has a presence in major developedetsand growing economies serving multinationaints and local customers. A significant
amount of our global business is with local companoffering traditional and specialty P&C produatduding D&O and professional liabilit
specialty personal lines, and energy products.i@arnational A&H business primarily focuses ongmral accident and supplemental med
ACE Global Markets offers specialty products inéhgdaviation, marine, financial lines, energy, guditical risk.

The Global Reinsurance segment represents ouuraimse operations, comprising ACE Tempest Re Beayi@E Tempest Re USA, ACE
Tempest Re International, ACE Tempest Re Canadbthenreinsurance operation of ACE Global Mark&isbal Reinsurance provides
solutions for customers ranging from small commnadricisureds to multinational ceding companies. @ldékeinsurance offers products such as
property and workers’ compensation catastrophe, Dgrofessional liability, specialty casualty anesialty property.

The Life segment includes our international lifemgions (ACE Life), ACE Tempest Life Re (ACE LiRe), and the North American
supplemental A&H and life business of Combined tasge. For more information on each of our segmefés to “Segment Information” in
our 2011 Form 10-K.

Executive Summary

Net premiums written grew 3.7 percent and our P&Bcined ratio was 89.2 percent, demonstrating gteorderwriting results for the quart
We benefited from relatively light catastrophe Esgarticularly compared to the prior year periti also benefited from improved pricing
many of our property-related classes and modasifyaved pricing in certain casualty classes. Ogtamer retention rates improved globally
and we incrementally increased our new businedfngsi At the same time, we continued to reduceespiosure in certain lines of business,
particularly U.S. general market workers’ compeiasatwhere pricing has not met our standards faniag an underwriting profit.
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Insurance — North American net premiums writtenagire our retail division from rate increases, sgggenewal retention, and increased new
business opportunities across various lines ofrtassi. Our personal lines business grew with coadirexpansion in ACE Private Risk
Services. ACE Commercial Risk Services reportecelomet premiums written as we continue to redugmsure to the U.S. general market
worker’'s compensation business.

Insurance — Overseas General net premiums writem ffom our international retail operations, prityadriven by growth in commercial
P&C and A&H businesses in Asia Pacific and Latinékima. Our London wholesale business was esseanfiiailand our U.K. retail business
was down due to competitive market conditions.

In our Global Reinsurance segment, net premiumisemrdecreased as the pricing environment fordbignent remains competitive with the
exception of certain property catastrophe busingasicularly in North America. We expect our GlbBeinsurance segment’s growth rate to
improve relative to the quarter for the balancéhefyear.

Life revenues were up primarily from our operatiém&orea (acquired in February 2011) and Hong K¢gjuired in April 2011) and growth
in our international Life business in Asia and hafimerica.

A&H net premiums written grew driven by our intetioaal A&H business. Combined Insurance premiungtiooe to be hampered by the
economic recession in its target markets. Additign&ombined’s business in the United Kingdom &redand has been impacted by changes
in the regulatory environment as regulators in¢h®s countries have adopted a new stance regasdieg practices and customer service.
This has resulted in a need for us to re-evaluatesales model and to re-engineer our processehaieput these two operations on a sales
moratorium while continuing to renew and servicédrce policyholders. We have decided to ceasessalthe small Spanish branch of
Combined-Ireland indefinitely. We intend to seeggulatory approval to integrate all European operetiof Combined into our ACE European
Group Limited subsidiary, incorporated in the Uditeingdom. We expect to seek regulatory approvaétoommence sales in the United
Kingdom and Ireland in 2012.

Consolidated Operating Results- Three Months Ended March 31, 2012 and 2011

Three Months Ended

March 31 % Change
Q-12 vs.
2012 2011 Q-11
(in millions of U.S. dollars, except for percentage

Net premiums writtel $ 3,57- $ 3,44¢ 4%
Net premiums earne 3,381 3,30¢ 2%
Net investment incom 544 544 0%

Net realized gains (losse 26C (45 NM
Total revenue 4,18¢ 3,80¢ 10%
Losses and loss expen: 1,80¢ 2,26: (20)%
Policy benefits 147 91 62%
Policy acquisition cost 582 55¢ 4%
Administrative expense 51C 49¢ 2%
Interest expens 62 63 2%
Other (income) expen: (3 (13 77%
Total expense 3,10z 3,462 (10%
Income before income te 1,08: 34¢€ 213%
Income tax expens 11C 96 15%
Net income $ 9vc $ 25C 28%%

NM - not meaningfu
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The following table summarizes by major producelthe approximate effect of changes in foreignenosy exchange rates on the growth ol
premiums written and earned:

Three Months Ended
March 31, 2012

P&C Life AZH Total
Net premiums written
Growth in original currenc 3.1% 31.1% 2.1% 4.4%
Foreign exchange effe (0.6)% (1.9% (1.0% (0.9%
Growth as reported in U.S. dolle 2.5% 30.5% _1.1% _3.7%
Net premiums earne:
Growth in original currenc 0.8% 30.7% 2.7% 2.5%
Foreign exchange effe (0.5% (2.2% (0.9% (0.9%
Growth as reported in U.S. dolle 0.3% 28.5% _1.&% _2.2%

Net premiums written, which reflect the premiumsnetin after purchasing reinsurance protectiomgv.6 billion for the three mont|
ended March 31, 2012, an increase of $126 milliwd percent, compared with the prior year peridds increase is primarily due to growtt
our international retail business driven by newiless opportunities in Latin America, Asia, and @&an emerging markets and favorable
impact of reinstatement premiums expensed in tleg pear period related to the first quarter 20&fastrophe activity. The North American
retail division grew due to improving market comatils, new business, strong renewal retention, atedincreases, partially offset by planned
reductions in general market risk transfer workeoshpensation business. Our Life segment reporggtehinet premiums written related to
operations in Korea (acquired in February 2011)ldadg Kong (acquired in April 2011). Partially aéfsing this increase is a decline in net

premiums written in our Global Reinsurance segmesitlting from competitive market conditions ashvasla non-recurring loss portfolio
transfer written in the prior year period.

Net premiums earned reflect the portion of net puems written that were recorded as revenues fopéred as the exposure periods exf

Net premiums earned increased by $72 million, pettent, to $3.4 billion for the three months enlltadch 31, 2012, compared with the pr
year period. Net premiums earned increased dusotetly in our Insuranc— Overseas General segment’s retail P&C and A&Hnasses and
plus the prior year reinstatement premiums experidetpremiums earned also increased due to griomahbr Life segment’s Korea operations
(acquired in February 2011) and Hong Kong operat{@equired in April 2011). Partially offsettinggtincrease is a decline in net premiums
earned in our Insurance-North American segmentrasudt of planned reductions in general markét triansfer workers’ compensation
business in the retail division and decreasesémprms in our wholesale and specialty division flomer retention in our crop/hail busines
ACE Agriculture. In addition, net premiums earnedur Global Reinsurance segment declined duertgpetitive market conditions and a
non-recurring loss portfolio transfer written iretprior year period.
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The following table provides a consolidated breatdof net premiums earned by line of businessHergeriods indicated:

Three Months Ended

March 31 % Change
Q-12 vs.
2012 2011 Q-11
(in millions of U.S. dollars, except for percentage

Property and all othe $ 97C $ 83t 16%
Agriculture 59 78 (29)%
Casualty 1,27( 1,38( (8)%

Subtotal 2,29¢ 2,29: 0%
Personal accident (A&F 852 837 2%
Life 23C 17¢ 28%

Net premiums earne $ 3,381 $ 3,30¢ 2%

2012 2011
% of total % of total

Property and all othe 29% 25%
Agriculture 2% 2%
Casualty 37% 42%

Subtotal 68% 639%
Personal accident (A&F 25% 25%
Life 7% 6%

Net premiums earne 10C% 10C%

In evaluating our segments excluding Life, we Umedombined ratio, the loss and loss expense thdqolicy acquisition cost ratio, and the
administrative expense ratio. We calculate theSesay dividing the respective expense amountadiypremiums earned. We do not calculate
these ratios for the Life segment as we do nothesse measures to monitor or manage that segntemcdmbined ratio is determined by
adding the loss and loss expense ratio, the paliquisition cost ratio, and the administrative exggeratio. A combined ratio under 100 pert
indicates underwriting income and a combined rexiceeding 100 percent indicates underwriting loss.

The following table shows our consolidated loss kmsd expense ratio, policy acquisition cost raiministrative expense ratio, and combined
ratio for the periods indicated:

Three Months Ended

March 31
2012 2011
Loss and loss expense ratio 56.9% 73.1%
Policy acquisition cost rati 17.2% 16.7%
Administrative expense rat 14.€% 14.8%
Combined ratic 89.2% 105.2%
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The following table shows the impact of catastrofsses and related reinstatement premiums andtect of prior period development on
our consolidated loss and loss expense ratio gopéniods indicated:

Three Months Ended

March 31
2012 2011
Loss and loss expense ratio, as reported 56.9% 73.1%
Catastrophe losses and related reinstatement pmes (0.6)% (15.9%
Prior period developmel 3.2% 3.2%
Loss and loss expense ratio, adju 59.5% 61.(%

Total net pre-tax catastrophe losses, excludirajadireinstatement premiums, for the three monttdedMarch 31, 2012 was $19 million,
compared with $415 million in the prior year peri@htastrophe losses during the three months eddech 31, 2012, primarily related to
severe storms in the U.S. Prior year period catpk# losses included earthquakes in Japan and Melardl, flooding and storms in Australia,
and severe weather-related events in the U.S.

Prior period development arises from changes ® éstimates recognized in the current year thateréb loss reserves first reported in prev
calendar years and excludes the effect of losses fine development of earned premium from prevamgsdent years. We experienced
favorable prior period development of $93 milliar both the three months ended March 31, 2012 atd.Refer to “Prior Period
Development” for additional information.

Net investment income for the three months endertMal, 2012 was $544 million, unchanged from therfyear period. Refer t‘Net
Investment Income” and “Investments” for additiomdbrmation.

Policy acquisition costs consist of commissionsnpum taxes, and certain underwriting costs reldiezttly to the successful acquisition of a
new or renewal insurance contract. Administrativpemses include all other operating costs. Ouicpacquisition cost ratio increased for the
three months ended March 31, 2012, compared wétlptior year period. Our Insurance — Overseas Gérsegment reported an increase in its
policy acquisition costs primarily due to changeshie mix of business to more retail A&H, whichthiscally requires higher acquisition costs.
This impact on the policy acquisition cost ratiosimartially offset by lower costs associated wighieulture business within our Insurance —
North American segmer

Our administrative expense ratio increased sligihtiye three months ended March 31, 2012, compaitidthe prior year period, primarily
due to a decline in net premiums earned withintisarance — North American and Global Reinsuraegengnts, partially offset by lower
regulatory costs in the Insurance — Overseas Geseyganent.

Our effective income tax rate, which we calculadérecome tax expense divided by income before irctar, is dependent upon the mix of
earnings from different jurisdictions with variotsx rates. A change in the geographic mix of e@simould change the effective income tax
rate. Our effective income tax rate was 10 pertmmnthe three months ended March 31, 2012, compaittd28 percent for the prior year
period. The decrease in our effective income téxfiar the three months ended March 31, 2012 wiasapity due to realized gains on
derivatives generated in lower tax-paying jurisdics during the current year period. The effeciname tax rate for the prior year period
included a higher percentage of pre-tax lossesrg&awein lower tax-paying jurisdictions primarilyofn catastrophe losses.

Prior Period Development

The favorable prior period development of $93 miilduring the three months ended March 31, 2018 thenet result of several underlying
favorable and adverse movements. In the sectidizsviag the tables below,
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significant prior period movements within each néjmg segment are discussed in more detail. Loildiias include lines such as workers’
compensation, general liability, and professioradility; while short-tail lines include lines sues most property lines, energy, personal
accident, aviation, and marine (including assodiditsility-related exposures).

The following table summarizes (favorable) and asleerior period development by segment:

% of net

Long- Short- unpaid
Three months ended March 31 tail tail Total reserves’
(in millions of U.S. dollars, except for percentags)

2012

Insurance- North Americar $ (50 $ (10) $(60) 0.4%
Insurance- Overseas Gener — (22 (22 0.2%
Global Reinsuranc @ (10 (11 0.5%
Total $ (B) $ (42 $(93 0.4%
2011

Insurance- North Americar $ 8 $ (43 $(35) 0.2%
Insurance- Overseas Gener @ (43) (44) 0.6%
Global Reinsuranc (8 (6) (19 0.6%
Total $ €)) $ (92 $(93) 0.4%

* Calculated based on the segment/total beginnimgiedd net unpaid loss and loss expenses res¢

Insurance — North American

Insurance — North American’s operations experienedavorable prior period development of $60 imillin the three months ended
March 31, 2012, which was the net result of sevendlerlying favorable and adverse movements drdyetine following principal changes:

* Net favorable development of $50 million on I-tail business, including

. Favorable development of $69 million on a collectdd portfolios of umbrella and excess casualtyiness, affecting the
2006 and prior accident years. The favorable devetmt was the function of both the continuatiothef lower than
expected reported loss activity in the period simgelast review and assigning greater weight fmeeience based methods,
particularly for the 2006 accident year, as thesgdent periods continued to matu

. Favorable development of $14 million on a numbeowfprimary casualty businesses primarily affegticcident years
2007 and prior. Reported incurred losses and aldcaxpenses for the period since our last reviilesliding the three
months ended March 31, 2012, are lower than exgesteunts in our prior estimate

. Favorable development of $14 million in our suretisiness primarily impacting the 2009 and 2010dsti years. Claims
activity for these years has been lower than oaifyrexpected as well as lower than the immediaita pccident years

. Adverse development of $17 million in our guaradteest workers’ compensation businesses, primafiscting the 2010
and 2011 accident years. Higher than expected slaieguency and severity, including a small nundjdarge claims, drov
this deterioration in estimat

. Adverse development of $14 million in our constimetbusiness, largely concentrated in the 2008daatiyear. Thi
deterioration was due to higher than expected lel@jen activity in both the general liability andvkers’ compensation
product lines; ani
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. Adverse development of $16 million in other I-tail business across a number of accident yearg abwhich wa:
significant individually or in the aggrega

* Net favorable development of $10 million on s-tail businesses across a number of lines and eecicars, none of which was
significant individually or in the aggregate, relatprincipally to studies updated in the three meminded March 31, 201

Insurance — North American experienced net faverabibr period development of $35 million in thegé months ended March 31, 2011,
which was the net result of several underlying fabte and adverse movements, driven by the follgvpirincipal changes:

* Net adverse development of $8 million on I-tail business, including

. Adverse development of $28 million on errors andssions coverage primarily affecting the 2007 afd&accident years.
This development was due to increases on a smabauof large claims where new facts, includingeade legal verdicts,
emerged since our last revie

. Favorable development of $21 million on surety bass, primarily impacting the 2009 accident yeaseCemergence a
development for this accident year continues tmbee favorable than anticipated in our prior revies well as in our
original pricing for the policies written coverittlgis period. We had assumed higher claims frequeneyto recession,
however this did not materialize in our portfol

. Adverse development of $18 million in two sepafatetfolios of primary general liability businesdeadting the 200-2008
accident years. In the first portfolio, higher trexpected loss payments on contractors’ exposaorég®i2004 and 2005
accident years led to an increase in our estinadtalimate loss. In the second portfolio, reportede incurred loss activity
for the 2007 and 2008 accident years was higherelxpected prompting increases in our estimatedtiofate losses

. Favorable development of $39 million in our excessualty businesses affecting the 2005 and primdent years. Incurre
losses have continued to be favorable relativaitgooojections; in addition, as these accidentyéave matured, more
weight has been given to experie-based methods which has also resulted in a refineaieur estimate; ar

. Adverse development of $22 million on long-tail mess across a number of lines and accident yeaasesult of various
reasons, none of which was significant individualhjin the aggregat

» Net favorable development of $43 million on s-tail business, including

. Favorable development of $10 million in our Canadd&H business affecting the 2008 and 2009 accigieats. Claim:
development on this business was lower than exgg

. Favorable development of $10 million in our lengkrced flood program in the 2010 accident year wiodaims frequenc
was lower than our original pricing assumptic

. Favorable development of $14 million in our propeybrtfolios affecting the 2010 accident year asassessment of
ultimate catastrophe losses developed favoraltlyerthree months ended March 31, 2011;

. Remaining favorable development of $9 million retato other lines of short-tail business acrogwedccident years, none
of which was significant individually or in the aggate.

Insurance — Overseas General

Insurance — Overseas General experienced net falequeor period development of $22 million in ttheee months ended March 31, 2012,
which was the net result of several underlying fabte and adverse movements, driven by the follgwirincipal changes:

* There was no overall adverse or favorable developme long-tail business. This was the result ofinderlying changes being
indicated in the three months ended March 31, 2
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» Net favorable development of $22 million on s-tail business, including

» Favorable development of $16 million predominaimlyire, construction, and marine (excluding chamgsated to the 201
catastrophe events in Japan). This developmentaady in Latin America for accident years 2009 &@d.0 and largely reflects
favorable claims emergence and the additional bilggligiven to the experien-based methods; ai

» Favorable development of $6 million related to 2@afastrophe events in Japan with reserve chamgessaa number of lines, no
of which was significant individually or in the aggate.
Insurance — Overseas General experienced net faequeor period development of $44 million in tthieee months ended March 31, 2011,
which was the net result of several underlying fabte and adverse movements, driven by the follgwpirincipal changes:

* Net favorable development of $1 million on I-tail business across a number of lines and accidears as a result of vario
reasons, none of which was significant individualhjin the aggregat
» Net favorable development of $43 million on s-tail business, including

. Favorable development of $20 million in Latin Anwaxifire, technical lines, and marine, primarilyeiccident years 20
2010, as a result of better than expected claimpsréance and a review of case reserves for spetéfims completed during
the three months ended March 31, 2(

. Favorable development of $13 million in the Eurapeaerging markets region primarily in fire coverador accident yea
2009 and 2010, primarily as a result of better tigpected claims experience; ¢

. Remaining favorable development of $10 million tethto a claims department review of the expedtddllities related tc
2010 catastrophes completed during the three memitied March 31, 201

Global Reinsurance

Global Reinsurance experienced net favorable peoiod development of $11 million in the three nienénded March 31, 2012, which was
the net result of several underlying favorable adderse movements, across a number of long-taithad-tail lines and across a number of

treaty years, none of which was significant indiatly or in the aggregate.
Global Reinsurance experienced net favorable peoiod development of $14 million in the three nienénded March 31, 2011, which was
the net result of several underlying favorable adderse movements, driven by the following printgfanges:

» Net favorable development of $8 million during theee months ended March 31, 2011 on -tail business for various accide
years, none of which was significant individuallyio the aggregatt

* Net favorable development of $6 million on sktail business, including

. Favorable development of $16 million in marine anedit & surety, as a result of a reserve analykthese lines of busine
in the three months ended March 31, 2011;

. Adverse development of $10 million from accidenary2010, primarily in property catastrophe lindated to events in
Australia and Irelanc
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Segment Operating Results- Three Months Ended March 31, 2012 and 2011
The discussions that follow include tables thatvslar segment operating results for the three nwaetfded March 31, 2012 and 2011.

We operate through the following business segmémsirance — North American, Insuranc®verseas General, Global Reinsurance, and
For additional information on each of our segmeetsr to “Segment Information” in our 2011 Form KO-

Insurance — North American

The Insurance North American segment comprises our operationlerl).S., Canada, and Bermuda. This segment inrcloderetail division
ACE USA (including ACE Canada), ACE Commercial R&#&rvices, and ACE Private Risk Services; our wdadkeand specialty divisions
ACE Westchester, ACE Agriculture and ACE Bermudsa] g@arious run-off operations, including Brandywlideldings Corporation

(Brandywine).

Three Months Ended

March 31 % Change
Q-12 vs.

2012 2011 Q-11
(in millions of U.S. dollars, excep
for percentages)

Net premiums writtel $1,29: $1,28¢ 1%
Net premiums earne 1,28 1,34¢ (4%
Losses and loss expen: 84¢ 994 (15)%
Policy acquisition cost 127 13€ (MN%
Administrative expense 147 14¢ (D)%
Underwriting income 164 68 141%
274 29t (N%

Net investment incom

Net realized gains (losse @ (12) 91%
Interest expens 3 4 (25)%
Other (income) expen: (@) (16) 94%
Income tax expens 91 89 2%
Net income $ 344 $ 27F 25%
Loss and loss expense ra 66.(% 73.€%
Policy acquisition cost rati 9.9% 10.1%
Administrative expense rat 11.4% 11.1%

87.2% 95.(%

Combined ratic

Insurance — North American reported an increaseirpremiums written for the three months endedckl®d, 2012, compared with the prior
year period. For the three months ended March @12 2our retail division reported growth in certpimperty and inland marine busint
reflecting rate increases, strong renewal retergimhhigher new business. In addition, we genetaitgter personal lines production in the
three months ended March 31, 2012, compared wétiptior year period, mainly in our homeowner antbawbile lines reflecting continued
expansion of our ACE Private Risk Service offerinQar A&H business experienced higher premiumstemifas well in the three months
ended March 31, 2012, compared with the prior pegiod. This growth was partially offset by loweemiums written in certain casualty and
program business reflecting competitive market damts and adherence to our underwriting standdrdgarticular, we continued our planned
reduction in our U.S. general market workers’ congagion business. In the three months ended MarcB® .2, our wholesale and specialty
premiums written were flat compared with the psiear period, reflecting growth in wholesale propemd inland marine business and higher
agriculture premiums due to the recent acquisitibRenn Millers Insurance Company (Penn Millergytiplly offset by declines in premiums

written for casualty and professional lines.

Insurance — North American reported a decreasetipremiums earned for the three months ended MaircB012, compared with the prior
year period. Our retail division experienced loweemiums earned in certe
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casualty lines; in particular we continued our pkeah reduction in our U.S. general market workeosi\pensation business. Our retail division
also had lower premiums earned in professionaslimeere premiums written had decreased in theseastral quarters due to competitive
market conditions and adherence to our underwritagdards. In addition, there were less premiuansesl associated with a couple of large
structured prospective risk management prograrntseithree months ended March 31, 2012, comparddthet prior year period. These
decreases were partially offset by growth in ouspeal lines business reflecting continued expansfdhe ACE Private Risk Service product
offerings and growth in our A&H business in theelamonths ended March 31, 2012, compared withribeyear period. Our wholesale and
specialty divisions had lower earned premiumslierthree months ended March 31, 2012, comparedthétprior year period, mainly from
our agriculture business where lower retention wnooop/hail business was partially offset by neempiums from the recent acquisition of
Penn Millers.

The following two tables provide a line of businéssakdown of Insurance — North American’s net puens earned for the periods indicated:

Three Months Ended %
March 31 Change
Q-12 vs.
2012 2011 Q-11
(in millions of U.S. dollars, except for percentags)
Property and all othe $ 32z $ 29z 10%
Agriculture 59 78 (29)%
Casualty 817 89C (8)%
Personal accident (A&F 89 86 3%
Net premiums earne $ 1,28 $ 1,34¢ (4%
2012 2011
% of % of
Total Total
Property and all othe 25% 22%
Agriculture 5% 6%
Casualty 63% 66%
Personal accident (A&F 7% 6%
Net premiums earne 100% 100%

The following table shows the impact of catastrofasses and related reinstatement premiums, and geriod development on our loss and
loss expense ratio for the periods indicated:

Three Months Ended

March 31
2012 2011
Loss and loss expense ratio, as reported 66.(% 73.&%
Catastrophe losses and related reinstatement pmes (1.3% (6.2%
Prior period developmel 4.6% 2.6%
Loss and loss expense ratio, adju 69.2% 70.2%

Insurance — North American’s net catastrophe lg®seagduding reinstatement premiums, for the threatims ended March 31, 2012 were $16
million, compared with $76 million in the prior yieperiod. Catastrophe losses for the three montded&March 31, 2012 were primarily
related to severe weather-related events in the Cafastrophe losses in the prior year period \werearily related to severe weather-related
events in the U.S. and
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the earthquake in Japan. Insurance — North Amesgaerienced net favorable prior period developroé®60 million for the three months
ended March 31, 2012, compared with net favorabte period development of $35 million in the prigegar period. Refer to “Prior Period
Development” for additional information. The adgdtioss and loss expense ratio decreased forthe thonths ended March 31, 2012,
compared with the prior year period, primarily daoe reduction in the current accident year lotis far several of our property, casualty and
professional lines where execution of detailedfpba management plans has resulted in improvesl tago performance.

Insurance — North American’s policy acquisition to@gio decreased slightly for the three monthseendarch 31, 2012, compared with the
prior year period, due to lower acquisition costeur agriculture business, partially offset bywgttoin certain businesses, including personal
lines and A&H, that carry a higher acquisition réian our other businesses.

Insurance — North American’s administrative expemasi® increased slightly for the three months ehllliarch 31, 2012, compared with the
prior year period, primarily due to a decline iemiums earned from several business units that ddseer administrative expense ratio.

Insurance — Overseas General

The Insurance — Overseas General segment compi@&ednternational, our retail business servingiteries outside the U.S., Bermuda, and
Canada; the international A&H and life busines€ofnbined Insurance; and the wholesale insurandedsssof ACE Global Markets, our
London-based excess and surplus lines businesiithadies Lloyd’s Syndicate 2488. The reinsuranperation of ACE Global Markets is
included in the Global Reinsurance segment.

Three Months Ended % Change
March 31 Q-12 vs.
2012 2011 Q11
(in millions of U.S. dollars, except for percentags)
Net premiums writtel $ 1,52¢ $ 1,41( 8%
Net premiums earne 1,391 1,27¢ 9%
Losses and loss expen: 70E 852 (17)%
Policy acquisition cost 33E 301 11%
Administrative expense 22¢ 223 3%
Underwriting income (loss 122 (998) NM
Net investment incom 131 131 0%
Net realized gains (losse 20 9 NM
Interest expens 1 1 0%
Other (income) expen: — 2 NM
Income tax expens 38 17 124%
Net income $ 234 $ 8 NM
Loss and loss expense rg 50.7% 66.7%
Policy acquisition cost rati 24.1% 23.5%
Administrative expense rat 16.4% 17.2%
Combined ratic 91.2% 107.€%

Insurance — Overseas General conducts businessdtitmally and in most major foreign currencies.
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The following table summarizes by major producelthe approximate effect of changes in foreignenosy exchange rates on the growth ol

premiums written and earned for the periods indidat

Net premiums written
Growth in original currenc
Foreign exchange effe

Growth as reported in U.S. dolle
Net premiums earne:

Growth in original currenc
Foreign exchange effe

Growth as reported in U.S. dolle

Three Months Ended
March 31, 2012

P&C A&H Total
13.6% 3.6% 9.8%
(1.9% (1.9% (1.9%
12.2% 2.2% 8.4%
14.2% 4.5% 10.4%
(1.6% (1.9% (1.6)%
12.€% 3.1% 8.8%

Insurance — Overseas General’'s net premiums wiitteased for the three months ended March 312, 2@impared with the prior year
period. Retail P&C premiums written increased fa three months ended March 31, 2012, comparedthétprior year period, driven by new
business opportunities in Latin America, Asia, &wlopean emerging markets. Our A&H premiums writtemeased as well for the three
months ended March 31, 2012, compared with the pgar period, driven by results in Latin Americal&sia. In addition, there was
favorable impact of reinstatement premiums expeirséte prior year period related to the first gga2011 catastrophe activity.

Insurance — Overseas Genesalet premiums earned increased for the three re@mtted March 31, 2012, compared with the prior pegod
primarily due to the P&C and A&H premiums writterowth noted, plus the prior year period reinstatenpeemiums expensed.

The following tables provide a line of businessai@own of Insurance — Overseas General’'s net pramearned for the periods indicated:

Line of Busines:
Property and all othe
Casualty

Personal accident (A&

Net premiums earne

Line of Busines:
Property and all othe
Casualty

Personal accident (A&F

Net premiums earne

Three Months Ended
March 31 % Change
Q-12 vs.
2012 2011 Q-11
(in millions of U.S. dollars, except for percentags)

$ 53¢ $ 431 25%
332 342 ()%
52C 50& 3%

$ 1,391 $ 1,27¢ 9%

Three Months Ended
March 31
2012 2011
% of % of
Total Total
39% 34%
24% 27%
37% 39%
10(% 10(%
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The following table shows the impact of catastrofasses and related reinstatement premiums andgeitd development on our loss and
loss expense ratio for the periods indicated:

Three Months Ended

March 31
2012 2011
Loss and loss expense ratio, as reported 50.7% 66.7%
Catastrophe losses and related reinstatement pmes (0.2)% (17.)%
Prior period developmel 1.5% 3.5%
Loss and loss expense ratio, adjus _52.1% 53.1%

Net catastrophe losses, excluding reinstatementipres, were $2 million for the three months endeatd?t 31, 2012, compared with $1
million in the prior year period. The catastropbsdes for the three months ended March 31, 2012 agea result of tornado and storm activity
in the U.S. The catastrophe losses for the thregmsended March 31, 2011 included earthquake®im Realand and Japan and Australian
storm events. Insurance — Overseas General expedaret favorable prior period development of $2ilan and $44 million for the three
months ended March 31, 2012 and 2011, respectiRefer to “Prior Period Development” for additiomalormation. The adjusted loss and
loss expense ratio decreased for the three monttedeMarch 31, 2012, compared with the prior yeaiol, due to the reduction in the current
accident year loss ratio across several lines sifess in several regions.

Insurance — Overseas General’s policy acquisitast ratio increased for the three months ended Mat¢ 2012, compared with the prior year
period, due to changes in the mix of business teemetail A&H, which historically includes highecguisition costs. Insurance — Overseas
General's administrative expense ratio decreasethéothree months ended March 31, 2012, compaitctie prior year period, due to lower
regulatory costs for Combined in the U.K. and Inela

Global Reinsurance

The Global Reinsurance segment represents ouuraimse operations comprising ACE Tempest Re Berni@& Tempest Re USA, ACE
Tempest Re International, and ACE Tempest Re Caraldhdal Reinsurance markets its reinsurance ptsduorldwide under the ACE
Tempest Re brand name and provides a broad rargevefage to a diverse array of primary P&C comgani

Three Months Ended % Change
March 31 Q-12 vs.
2012 2011 Q-11
(in millions of U.S. dollars, except for percentags)

Net premiums writtel $ 26: $ 31E (16)%
Net premiums earne 23C 26C (11)%
Losses and loss expen: 10z 27¢ (63)%
Policy acquisition cost 43 46 (N%
Administrative expense 12 12 0%
Underwriting income (loss 73 (77) NM
Net investment incom 71 72 (D)%
Net realized gains (losse 13 (13 NM
Interest expens 1 — NM
Other (income) expen: (5) (6) 17%
Income tax expens 6 10 (40%
Net income (loss $ 15t $ (22 NM
Loss and loss expense ra 44./% 107.%%
Policy acquisition cost rati 18.7% 17.%
Administrative expense rat 5.2% 4.6%
Combined ratic 68.2% 129.7%
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Global Reinsurance reported a decrease in net pnesnivritten for the three months ended March 31226ompared with the prior year
period, primarily due to lower production resultiimgm competitive market conditions, adherencertdeuwriting standards as well as a non-
recurring loss portfolio transfer written in theégryear period.

The following tables provide a line of businessatidown of Global Reinsurance’s net premiums eafoethe periods indicated:

Three Months Ended
March 31 % Change
Q-12 vs.
2012 2011 Q-11
(in millions of U.S. dollars, except
for percentages)

Property and all othe $ 42 $ 45 ()%
Casualty 12C 14¢ (19%
Property catastropt 68 67 1%
Net premiums earne $ 23C $ 26C (11)%
2012 2011
% of % of
Total Total
Property and all other 18% 17%
Casualty 52% 57%
Property catastropt 30% 26%
Net premiums earne 10(% 10(%

Global Reinsurance’net premiums earned decreased for the three mientted March 31, 2012, compared with the prior pedod, primaril
due to consecutive annual net decreases in praduasulting from competitive market conditionsitigailarly in casualty and other long-tail
lines.

The following table shows the impact of catastrofusses and related reinstatement premiums andgeitd development on our loss and
loss expense ratio for the periods indicated:

Three Months Ended

March 31
2012 2011
Loss and loss expense ratio, as repc 44.% 107.2%
Catastrophe losses and related reinstatement pmes (0.2% (58.9%
Prior period developmel 4.5% 5.5%
Loss and loss expense ratio, adju 48.71% 54.4%

Global Reinsurance recorded net catastrophe losgelsiding reinstatement premiums, of $1 milliorthe three months ended March 31, 2!
compared with net catastrophe losses of $152 milliche prior year period. The catastrophe logsése prior year period were primarily
related to earthquakes in Japan and New Zealanglaas flooding and storms in Australia. Globaiferance experienced net favorable
period development of $11 million and $14 millionthe three months ended March 31, 2012 and 2@%pectively. Refer to “Prior Period
Development” for additional information. The deean the adjusted loss and loss expense ratibiéathree months ended March 31, 2012,
compared with the prior year period, was primadilie to a decrease in higher loss ratio casualtynéss and the period over period impact
loss portfolio transfer written in the prior yearipd.
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Global Reinsurance’s policy acquisition cost raicreased for the three months ended March 31,,2fiitfipared with the prior year period, as
a result of the prior year loss portfolio transéed a change in the mix of business earned.

The administrative expense ratio increased fothhee months ended March 31, 2012, compared wétiptior year period, as a result of the
decline in net premiums earned.

Life

The Life segment includes our international lifemgtions (ACE Life), ACE Tempest Life Re (ACE LiRe) and the North American
supplemental A&H and life business of Combined tasee. We assess the performance of our life bssibased on life underwriting income,
which includes net investment income and (gains3ds from fair value changes in separate accosetsathat do not qualify for separate
account reporting under GAAP.

Three Months Ended

March 31 % Change
Q-12 vs.
2012 2011 Q-11
(in millions of U.S. dollars, except for percentags)
Net premiums writtel $ 48t $ 43¢ 12%
Net premiums earne 4732 42¢ 11%
Losses and loss expen: 14¢ 13¢€ 7%
Policy benefits 147 91 62%
(Gains) losses from fair value changes in sepa@teunt

asset (18 — NM
Policy acquisition cost 76 76 0%
Administrative expense 78 74 5%
Net investment incom 61 46 33%
Life underwriting income 102 92 12%

Net realized gains (losse 231 (13 NM
Interest expens 3 3 0%
Other (income) expend® 9 6 50%
Income tax expens 11 14 (21)%

Net income $ 311 $ 56 NM

@ (Gains) losses from fair value changes in sepa@teunt assets that do not qualify for separatetataeporting under GAAP are
reclassified from Other (income) expense for puegas presenting Life underwriting incon

The following table provides a line of businessadown of Life net premiums written for the peridddicated:

Three Months Ended

March 31 % Change
Q-12 vs.
2012 2011 Q-11
(in millions of U.S. dollars, except for percentags)

Life reinsurance $ 85 $ 89 (4%
Life insurance 16C 99 62%
A&H 245 24¢ (2%
Life net premiums writte $ 48t $ 43¢ 12%
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Life insurance net premiums written increased lierthree months ended March 31, 2012, comparedtétprior year period, primarily due
the acquisition of New York Life's Korea operatioarsd Hong Kong operations. Life reinsurance netnjuens written decreased for the three
months ended March 31, 2012, compared with the ggar period, because no new life reinsurancenlessiis currently being written. A&H
net premiums written decreased for the three mognkded March 31, 2012, compared with the prior ypeaiod, due to the continuing effects
on the economy resulting in lower new businessrandwals.

Net realized gains (losses), which are excludeah fiite underwriting income, relate primarily to thbange in the net fair value of repor
GLB reinsurance liabilities and changes in the ¥alue of derivatives used to partially offset tigk in the variable annuity guarantee portfc
During the three months ended March 31, 2012,zedlgains were associated with a decreased val@eBfliabilities due to rising equity
levels and interest rates partially offset by ardase in the value of the derivative instrumentsctvdecrease in value when the S&P Hifkex
increases.

Other Income and Expense ltems

Three Months Ended

March 31
2012 2011
(in millions of U.S. dollars)

Equity in net (income) loss of partia-owned entitie: $ (19 $ (30)
(Gains) losses from fair value changes in sepa@ateunt asse (18) —
Amortization of intangible asse 12 7
Net deferred compensation obligation expe 8 —
Federal excise and capital ta 4 5
Acquisitior-related cost 2 3
Other 8 2
Other (income) expen: $ 3 $ (13

Other (income) expense includes (gains) losses fadmvalue changes in separate account assetdahait qualify for separate account
reporting under GAAP. The offsetting movement ie feparate account liabilities is included in Bobienefits in the consolidated statements
of operations. Equity in net (income) loss of lyirowned entities includes our share of net (med loss related to investment funds, limited
partnerships, partially-owned investment comparéed, partially-owned insurance companies. Certaderfal excise and capital taxes incurred
as a result of capital management initiatives ackited in Other (income) expense in the consdaitiatatements of operations. As these are
considered capital transactions, they are exclfided underwriting results.

Net Investment Income

Three Months Ended

March 31
2012 2011
(in millions of U.S. dollars)
Fixed maturities $ 544 $ 534
Shor-term investment 9 13
Equity securitie: 8 8
Other 8 16
Gross investment incon 56¢ 571
Investment expenst (25 (27)
Net investment incom $ 544 $ 544
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Net investment income is influenced by a numbérofors including the amounts and timing of inwardl outward cash flows, the level
interest rates, and changes in overall asset &ibocdNet investment income was unchanged compaitidthe prior year period. Net
investment income resulted from positive operatiagh flows and a higher overall average investedtdmse from acquisitions, offset by
lower yields on new investments and lower privajeity fund distributions.

The investment portfolio’s average market yieldfiged maturities was 3.0 percent and 3.5 perceMaath 31, 2012 and 2011, respectively.
Average market yield on fixed maturities represéinésweighted average yield to maturity of our fixecome portfolio based on the market
prices of the holdings at that date.

The yield on short-term investments reflects thabgl nature of our insurance operations (1.5 pere@0 percent yield). For example, yields
on short-term investments in Malaysia, Korea, aodagor range from 2.8 percent — 3.8 percent.

The yield on our equity securities portfolio is higelative to the yield on the S&P 500 Index beeaws classify our strategic emerging debt
portfolio, which is a mutual fund, as equity (3&rgent — 5.0 percent yield). The strategic emerdety portfolio represents approximately 65
percent of our equity securities portfolio.

Net Realized and Unrealized Gains (Losses)

We take a long-term view with our investment siggteand our investment managers manage our invesimoetfolio to maximize total return
within certain specific guidelines designed to mriide risk. The majority of our investment portfoigoavailable for sale and reported at fair
value. Our held to maturity investment portfoliacéported at amortized cost.

The effect of market movements on our availablestde investment portfolio impacts net income (tiglo net realized gains (losses)) when
securities are sold or when we record an Other-tearporary impairment (OTTI) charge in net incorRer a discussion related to how we
assess OTTI for all of our investments, includingditrelated OTTI, and the related impact on net incomiier to Note 3 c¢) to the consolida
financial statements. Additionally, net incomengpacted through the reporting of changes in threvidue of derivatives, including financial
futures, options, swaps, and GLB reinsurance. Géaiimgunrealized appreciation and depreciationvailable for sale securities, which result
from the revaluation of securities held, are repabds a separate component of Accumulated othepredr@nsive income in shareholders’
equity in the consolidated balance sheets.
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The following tables present our pre-tax net realiand unrealized gains (losses) as well as a dogakof our OTTI and other net realized

gains (losses) on investments for the periods atdat

Fixed maturities
Fixed income derivative
Total fixed maturities
Public equity
Other
Subtotal
Derivatives
Fair value adjustment on insurance derivat
S&P put option and future
Fair value adjustment on other derivati

Subtotal derivative
Foreign exchange gains (loss
Total gains (losse:

Fixed maturities
Public equity

Other

Total

Three Months Ended
March 31, 2012

Three Months Ended
March 31, 2011

Net Net Net Net
Realizec Unrealized Realizec Unrealized
Gains Gains Net Gains Gains Net
(Losses (Losses) Impact (Losses (Losses) Impact
(in millions of U.S. dollars)
$ 34 $ 24c $ 277 $ 49 $ (B9 $ 10
42 — 42 (20) — (20
76 247 31¢ 29 (39) (10)
1 38 39 7 2 9
@) 4 — @ 3 2
73 28E 35¢ 35 (34) 1
42¢ — 42¢ 71 — 71
(231) = (231) (72) = (72)
Q) — Q) @ — @
192 = 192 (1) = 1)
® — ® (79 — 9
$ 26C $ 28E $ 54¢ $ 45 $ (34 3$(79
Three Months Ended Three Months Ended
March 31, 2012 March 31, 2011
Other Net Net Other Net Net
Realizec Realizec
Realized Realized
Gains Gains Gains Gains
OTTI (Losses) (Losses OTTI (Losses) (Losses
(in millions of U.S. dollars)
$@ $ 4 $ 34 $@4 $ 53 $ 49
(1) 2 1 7 7
@ @ (@) @ @
$10 $ 41 $ 31 $4 $ 59 $ 55

Our net realized gains (losses) for the three nwattded March 31, 2012, included write-downs of §illilon as a result of an other-than-
temporary decline in fair value of certain secestiThis compares with write-downs of $4 milliom floe three months ended March 31, 2011.

At March 31, 2012, our investment portfolios heldb.S. legal entities included approximately $8@lion of gross unrealized losses on fixed
income investments. Our tax planning strategy eeléad these losses is based on our view that wdeld these fixed income investments u
they recover their cost. As such, we have recogrézdeferred tax asset of approximately $30 miltielated to these fixed income
investments. This strategy allows us to recogrhizeaissociated deferred tax asset related to thesgstificome investments as we do not beli

these losses will ever be realized.

We engage in a securities lending program whicblires lending investments to other institutionsdbort periods of time. ACE invests the
collateral received in securities of high crediaity and liquidity, with the objective of maintaity a stable principal balance. Certain

investments purchased with the securities lending
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collateral declined in value resulting in an unizad loss of $7 million at March 31, 2012. The wiized loss is attributable to fluctuations in
market values of the underlying performing debtrimments held by the respective mutual funds, rathen default of a debt issuer. It is our
view that the decline in value is temporary.

Investments

Our investment portfolio is invested primarily inlgicly traded, investment grade fixed income sii@s with an average credit quality of
A/Aa as rated by the independent investment ratargices Standard and Poor’s (S&P)/ Moody’s Inwas8ervice (Moody’s). The portfolio is
externally managed by independent, professionastment managers and is broadly diversified ageegraphies, sectors, and issuers. Our
Other investments principally comprise direct inwesnts, investment funds, and limited partnerships.hold no collateralized debt
obligations or collateralized loan obligations i investment portfolio and we provide no credifadit protection. We have long-standing
global credit limits for our entire portfolio aci®the organization. Exposures are aggregated, areditand actively managed by our Global
Credit Committee, comprising senior executivesludinig our Chief Financial Officer, our Chief Ri€Kficer, our Chief Investment Officer,
and our Treasurer. We also have wesdtablished, strict contractual investment rulgsiiring managers to maintain highly diversified egpre:
to individual issuers and closely monitor investimaanager compliance with portfolio guidelines.

The average duration of our fixed income securifieduding the effect of options and swaps, w&sy@ars at March 31, 2012 and 3.7 years at
December 31, 2011, respectively. We estimate th@i0ebasis point (bps) increase in interest ramddweduce our book value by
approximately $2.1 billion at March 31, 2012.

The following table shows the fair value and castiétized cost of our invested assets:

March 31, 2012 December 31, 2011

Cost/ Cost/
Amortized Amortized

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

Fixed maturities available for se $43,46¢ $41,66: $41,967 $40,45(
Fixed maturities held to maturi 8,34¢ 8,117 8,60¢ 8,441
Shor-term investment 2,09¢ 2,09¢ 2,301 2,301
53,91¢ 51,871 52,87: 51,19¢
Equity securitie: 67¢ 662 647 671
Other investment 2,42¢ 2,221 2,31¢ 2,112
Total investment $57,02¢ $54,76( $55,83 $53,98:

The fair value of our total investments increasg@® illion during the three months ended MarchZ11,2, primarily due to the investing of
operating cash flows and unrealized appreciation.
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The following tables show the market value of dwed maturities and short-term investments at M&th2012 and December 31, 2011. The
first table lists investments according to type #msecond according to S&P credit rating:

March 31, 2012 December 31, 201
Percentagt Percentage
Market Value of Total Market Value of Total
(in millions of U.S. dollars, except for percentage
Treasury $ 2,451 5% $ 2,361 5%
Agency 1,811 3% 1,72¢ 3%
Corporate and as«-backed securitie 17,61¢ 33% 17,03( 32%
Mortgage-backed securitie 12,80( 24% 13,237 25%
Municipal 3,29 6% 2,88¢ 6%
Non-U.S. 13,84: 26% 13,33: 25%
Shor-term investment 2,09¢ 3% 2,301 4%
Total $ 53,91t __ 10C% $ 52,87 10(%
AAA $ 9,11¢ 17% $ 9,28¢ 18%
AA 20,66¢ 38% 20,56: 39%
A 10,52: 20% 10,10¢ 19%
BBB 6,24 12% 6,152 12%
BB 4,00¢ 7% 3,75¢ 7%
B 2,82¢ 5% 2,42¢ 4%
Other 531 1% 58€ 1%
Total $ 53,91¢ 10(% $ 52,87 10(%

As part of our overall investment strategy, we rimest in states, municipalities, and other pdditisubdivisions fixed maturity securities
(Municipal). We apply the same investment selectiostess described previously to our Municipal steeents. The portfolio is highly
diversified primarily in state general obligatioartals and essential service revenue bonds incluaingation and utilities (water, power, and
sewers). As of March 31, 2012, one state, inclugioiiical subdivisions and other municipal issueithin the state, represented approxime
18 percent of our Municipal investments. A majonfithe single state exposure represents speesiahue bonds. Over 71 percent of our
Municipal investments carry an S&P rating of AA-lmtter and none carry fair values that refledgaicantly different risk compared to
those ratings. These Municipal investments are 4plpercent and 60 percent between general oldigahd special revenue bonds,
respectively.

Our exposure to the Euro results primarily from AE&Eopean Group which is headquartered in Londahadiers a broad range of coverages
throughout the European Union, Central, and Eagterope. ACE primarily invests in Euro denominaitecestments to support its local
currency insurance obligations and required cafstadls. ACE’s local currency investment portfollusve strict contractual investment
guidelines requiring managers to maintain a higiliguand diversified portfolio to both sector aimdividual issuers. Investment portfolios are
monitored daily to ensure investment manager canpé with portfolio guidelines.

Our non-U.S. investment grade fixed income port®lare currency-matched with the insurance liddsliof our non-U.S. operations. We have
79 percent of our non-U.S. fixed income portfolendminated in G7 currencies. The average credlitgud our non-U.S. fixed income
securities is AA and 54 percent of our holdingsrated AAA or guaranteed by governments or quasegunent agencies. Within the context
of these investment portfolios, our government eogborate bond holdings are highly diversified asrindustries and geographies. Issuer
limits are based on credit rating (AA—two perceft-one percent, BBB—0.5 percent of the total poitfpand are monitored on a daily basis
by us via an internal compliance system. Becauski®investment approach we do not have a dirgubsure to troubled sovereign borrowers
in Europe. We manage our indirect exposure usiagéme credit rating based investment approactordicgly, we do not believe our
indirect exposure is material.
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The table below summarizes the market value andt@ed cost of our non-U.S. fixed income portfdtip country/sovereign for non-U.S.
government securities at March 31, 2012:

Market Value Amortized Cost
(in millions of U.S. dollars)

United Kingdom $ 1,201 $ 1,171
Canade 944 91€
Republic of Koret 467 444
Germany 40t 394
Japar 36¢€ 367
Province of Ontarit 241 231
Federative Republic of Braz 17¢ 171
Province of Quebe 15€ 147
Kingdom of Thailanc 14& 14&
Swiss Confederatio 14C 13¢
Federation of Malaysi 13¢ 13¢€
France 13E 132
Commonwealth of Australi 12¢ 12C
Peopl¢s Republic of Chini 12¢ 124
State of Queenslar 127 121
United Mexican State 88 83
State of New South Wale 80 77
Taiwan 59 57
State of Victorie 51 49
Dominion of New Zealan 39 39
Socialist Republic of Vietnat 38 37
Province of British Columbi 37 35
Republic of Austrie 37 36
Province of Manitobi 36 35
State of Qata 35 34
Other Nor-U.S. Governmer®) 517 503
Non-U.S. Government Securitit 5,92( 5,73¢
Eurozone No-U.S. Corporate (excluding United Kingdo(® 2,43 2,36:
Other Nor-U.S. Corporatt 5,48¢ 5,25¢
Total $ 13,84: $ 13,357

@ Includes investments in Spain and Italy of $0.4iaril There are no investments in Portugal, IreJandGreece. Our gross and
Eurozone No-U.S. Government Securities exposure is the s

@ Refer to the following table for further detail Barozone No-U.S. Corporate Securities. Our gross and net Emenor-U.S. Corporat
Securities exposure is the sar
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The table below summarizes the market value andt@ed cost of our Eurozone fixed income portfdixcluding United Kingdom) by

industry at March 31, 2012:

Netherland:
France

Germany
Luxembourg

Euro Supranation:
Ireland

Spain

Italy

Austria

Finland

Belgium

Portugal
Eurozone No-U.S. Corporate Securiti¢

Market Value by Industry

Amortized

Bank Financial Industrial Utility Total Cost

(in millions of U.S. dollars)

$23¢ $ 137 $ 287 $11¢ $ 77¢ $ 751
11¢ 40 11E 144 41°F 40¢
33C — 66 8 404 391
26 — 22F 93 344 332
21¢ — — — 21¢ 21C
12 1 85 20 11¢€ 11¢
19 4 46 6 75 76
14 1 1C 2 27 26
20 — 5 — 25 24
7 — 5 3 15 14
— — 14 1 15 14
— — 1 — 1 2
$99E $ 18% $ 85¢ $39¢€ $2,43¢ $ 2,367

The table below summarizes the market value andt@ed cost of the top 10 Eurozone bank exposuigsmour Eurozone fixed income

portfolio (excluding United Kingdom) at March 31012:

KFW

European Investment Bal
Rabobank Nederland N
Deutsche Bank A(

Bank Nederlandse Gemeeni
BNP Paribas S/

ABN AMRO Group NV

Credit Agricole Groupt
Nederlandse Waterschapsbank
Groupe BPCE

The table below summarizes the market value andt@ed cost of the top 10 Eurozone corporate exmsswithin our Eurozone fixed income

portfolio (excluding United Kingdom) at March 31012:

EDF SA

ING Groep NV
Deutsche Telekom A
Royal Dutch Shell PL(
Intelsat SA

Telefonica SA
ArcelorMittal
Gazprom OAC
Liberty Global Inc
France Telecom S.
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Market Value

$ 211
18¢
11¢

46
39
33
33
28
21
20

Market Value

$ 78
77
70
63
62
42
42
39
39
37

Amortized Cost
(in millions of U.S. dollars)

$

20¢€
184
11t
45
38
32
31
28
21
19

Amortized Cost
(in millions of U.S. dollars)

$

78
77
63
60
60
42
40
37
36
35
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The table below summarizes our largest exposuresrfirate bonds by market value at March 31, 2012:

JP Morgan Chase & C
General Electric C
Citigroup Inc

Bank of America Corj

The Goldman Sachs Group |
Morgan Stanle

Verizon Communications In
AT&T INC

HSBC Holdings Pl

Wells Fargo & Cc

Lloyds Banking Group PI
Kraft Foods Inc

Comcast Cor

Royal Bank of Scotland Group F
Time Warner Cable In
ConocoPhillips

Barclays Plc

American Express C

BP Plc

UBS AG

Pfizer Inc

Rabobank Nederland N
Dominion Resources Inc/V.
Credit Suisse Grou

Philip Morris International In

Mortgage-backed securities

Market Value
(in millions of

U.S. dollars)

$

Additional details on the mortgage-backed compowénur investment portfolio at March 31, 2012, previded below:

Mortgage-backed securities
Market Value
(in millions of U.S. dollars)

43¢
43z
35¢
327
324
284
28C
242
211
197
187
16¢
16€
162
141
13¢
13¢
124
12¢
121
11¢
11¢
11¢€
117
11C

S&P Credit Rating

AAA AA
Mortgage-backed securities
Agency residential mortgage-backed (RMBS)
$ — $10,86¢
Non-agency RMBS 181 18
Commercial mortga¢-backec 1,20: 18
Total mortgag-backed securitie $1,38<  $10,90¢
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Mortgage-backed securities
Amortized Cost
(in millions of U.S. dollars)

S&P Credit Rating

BB
and
AAA AA A BBB  below Total
Mortgage-backed securities
Agency RMBS — —
$ — $10,46° $ $ $— $10,46'
Non-agency RMBS 181 18 23 17 547 78¢€
Commercial mortgac-backec 1,13( 15 10 _6 — 1,161
Total mortgag-backed securitie $1,311  $10,50C $33 $23 $547  $12,41«

Our mortgage-backed securities are rated predortyn&A and comprise approximately 24 percent of fixed income portfolio. This
compares with a 33 percent mortgage-backed weigininepresentative indices of the U.S. fixed ineomarket at the end of the first quarter
of 2012. The minimum rating for our initial purcleasof mortgage-backed securities is AA for agenoytgages and AAA for non-agency
mortgages.

Agency RMBS represent securities which have bemrei$ by Federal agencies (Government National Mgegghssociation, Federal National
Mortgage Association, and Federal Home Loan Momgagrporation) with implied or explicit governmentarantees. These represent 94
percent of our total RMBS portfolio. Our non-ageyIBS are backed primarily by prime collateral amd broadly diversified in over 92,000
loans. This portfolio’s original loan-tealue ratio is approximately 67 percent with anrage Fair Isaac Corporation (FICO) score of 73Qh\
this conservative loan-to-value ratio and suboridaollateral of six percent, the cumulative 5xffeaeclosure rate would have to rise to 10
percent from current levels before principal im#figantly impaired. The foreclosure rate of ounragency RMBS portfolio at March 31, 2012
was eight percent.

Our commercial mortgage-backed securities (CMB8)ated predominantly AAA, broadly diversified witkier 14,000 loans with 54 percent
of the portfolio issued before 2006 and 32 perggsued after 2009. The average loan-to-value igtipproximately 65 percent with a debt
service coverage ratio in excess of 1.8 and weilyaterage subordinated collateral of 31 percerg. dimulative foreclosure rate would have
to rise to 43 percent before principal is impair€de foreclosure rate for our CMBS portfolio at Ma31, 2012 was approximately 2.7 perc

Below-investment grade corporate fixed income portflio

Below-investment grade securities have differemtrabteristics than investment grade corporate skshtrities. Risk of loss from default by the
borrower is greater with below-investment gradeaisées. Below-investment grade securities are gdheunsecured and are often
subordinated to other creditors of the issuer. Allssuers of below-investment grade securitiesllysbhave higher levels of debt and are more
sensitive to adverse economic conditions, sucle@sssion or increasing interest rates, than aestment grade issuers. At March 31, 2012,
our fixed income investment portfolio included belmvestment grade and non-rated securities whictgtal, comprised approximately 13
percent of our fixed income portfolio. Our belowsstment grade and non-rated portfolio includes 8% issuers, with the greatest single
exposure being $91 million.

We manage high yield bonds as a distinct and sepasaet class from investment grade bonds. Tbesagibn to high yield bonds is explicitly
set by internal management and is targeted to isiesuin the upper tier of credit quality (BB/B)u®minimum rating for initial purchase is
BB/B. Six external investment managers are resptm&r high yield security selection and portfotionstruction. Our high yield managers
have a conservative approach to credit selectidnvary low historical default experience. Holdirage highly diversified across industries and
subject to a 1.5 percent issuer limit as a pergentd high yield allocation. We monitor positiomits daily through an internal compliance
system. Derivative and structured securities (ergdit default swaps and collateralized loan atl@ns) are not permitted in the high-yield
portfolio.
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Critical Accounting Estimates

As of March 31, 2012, with the exception noted bglthere were no material changes to our criticabanting estimates. Refer to Note 1 to
the consolidated financial statements for additiamfarmation. For full discussion of our criticatcounting estimates, refer to Item 7 in our
2011 Form 10-K.

Effective January 1, 2012, we retrospectively addptew accounting guidance for costs associatddagjuiring or renewing insurance
contracts. Under the new guidance, the definitibacguisition costs was modified to specify thabat must be directly related to the
successful acquisition of a new or renewal insugastntract in order to be deferred. Previously reggbamounts and ratios have been adjusted
to reflect the impact of retrospective adjustmexgts result of applying this new accounting guiganc

Reinsurance recoverable on ceded reinsurance
The following table shows a composition of our seirance recoverable for the periods indicated:

March 31 December 3:
2012 2011
(in millions of U.S. dollars)
Reinsurance recoverable on unpaid losses andXpsnges, net of a provision for uncollecti

reinsuranct $11,31¢ $ 11,60:
Reinsurance recoverable on paid losses and logns&p, net of a provision for uncollectible

reinsuranct 73¢ 787
Net reinsurance recoverable on losses and losss&g $12,05] $ 12,38¢
Reinsurance recoverable on policy bene $  24¢ $ 24¢

We evaluate the financial condition of our reinsar@nd potential reinsurers on a regular basisa#swimonitor concentrations of credit risk
with reinsurers. The provision for uncollectiblénsurance is required principally due to the pagdrigilure of reinsurers to indemnify us,
primarily because of disputes under reinsurancéracts and insolvencies. The provision for uncailde reinsurance is based on a default
analysis applied to gross reinsurance recoverabdxf approximately $2.8 billion of collateralh&@ decrease in net reinsurance recoverab
losses and loss expenses was primarily due toctiolfes relating to prior period catastrophe evemis run-off operations and favorable prior
period development.

Unpaid losses and loss expenses

As an insurance and reinsurance company, we avireedpy applicable laws and regulations and GAdRstablish loss and loss expense
reserves for the estimated unpaid portion of thienate liability for losses and loss expenses utigeterms of our policies and agreements
with our insured and reinsured customers. The eséirof the liabilities includes provisions for cfed that have been reported but are unpaid at
the balance sheet date (case reserves) and fgatibhis on claims that have been incurred buteyminted (IBNR) at the balance sheet date.
IBNR may also include provisions to account for plossibility that reported claims may settle foroamts that differ from the established
reserves. Loss reserves also include an estimabepeihses associated with processing and settlipgidi claims (loss expenses). At March 31,
2012, our gross unpaid loss and loss expense essemre $37.2 billion and our net unpaid loss asd expense reserves were $25.9 billion.
With the exception of certain structured settleragfur which the timing and amount of future clgiayments are reliably determinable, our
loss reserves are not discounted for the time valluieoney. In connection with such structured setnts, we carry net discounted reserves of
$57 million.
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The table below presents a roll-forward of our udpasses and loss expenses:

Reinsurance

Gross Recoyerable
Losses @) Net Losse

(in millions of U.S. dollars)

Balance at December 31, 2C $37,471 $ 11,602 $25,87¢
Losses and loss expenses incul 2,361 557 1,80¢
Losses and loss expenses | (2,876 (937) (2,945
Other (including foreign exchange translati 28E 90 19t
Balance at March 31, 20: $37,241 $ 11,318 $25,92¢

(1) Net of provision for uncollectible reinsuran

The process of establishing loss reserves for ptppad casualty claims can be complex and is stibjeconsiderable uncertainty as it requ
the use of informed estimates and judgments baseitaumstances known at the date of accrual.

The following table shows our total reserves (idahg loss expense reserves) segregated betweenesasees and IBNR reserves:

March 31, 2012 December 31, 2011
Gross Ceded Net Gross Ceded Net
(in millions of U.S. dollars)
Case reserve $16,76¢ $ 5,482 $11,28¢ $17,14: $ 5,681 $11,46:
IBNR reserve: 20,47¢ 5,83¢ 14,64: 20,33¢ 5,921 14,41
Total $37,247 $11,31¢ $25,92¢ $37,477 $11,60: $25,87¢

Asbestos and Environmental (A&E) and Other Run-offLiabilities

There was no unexpected A&E reserve activity dutirgthree months ended March 31, 2012. Refert@@ul Form 10-K for additional
information.

Fair value measurements

The accounting guidance on fair value measurenuiises fair value as the price to sell an assé&basfer a liability in an orderly transaction
between market participants and establishes a-tbveévaluation hierarchy in which inputs into wation techniques used to measure fair
value are classified.

The fair value hierarchy gives the highest priot@iyguoted prices in active markets (Level 1 inpatsd the lowest priority to unobservable ¢
(Level 3 inputs). Inputs in Level 1 are unadjustedted prices for identical assets or liabilitiegictive markets. Level 2 includes inputs other
than quoted prices included within Level 1 that@beervable for assets or liabilities either digeot indirectly. Level 2 inputs include, among
other items, quoted prices for similar assets &idilities in active markets, quoted prices forritleal or similar assets and liabilities in markets
that are not active, and inputs other than quotegpthat are observable for the asset or ligtsliich as interest rates and yield curves. Level 3
inputs are unobservable and reflect our judgmemsittassumptions that market participants wouldimgeicing an asset or liability.

We categorize financial instruments within the vaion hierarchy at the balance sheet date basedthpdowest level of inputs that are
significant to the fair value measurement. Accogtlintransfers between levels within the valuatiderarchy occur when there are significant
changes to the inputs, such as increases or desrigeiarket activity, changes to the availabiitycurrent prices, changes to the transparency
to underlying inputs, and whether there are sigaift variances in quoted prices. Transfers in aralibof any level are assumed to occur a
end of the period.
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While we obtain values for the majority of the istrment securities we hold from one or more prigagyices, it is ultimately management’s
responsibility to determine whether the values ioleiiand recorded in the financial statementsepeesentative of fair value. We periodically
update our understanding of the methodologies bgealir pricing services in order to validate the prices obtained from those services are
consistent with the GAAP definition of fair valus an exit price. Based on our understanding ofrtethodologies, our pricing services only
produce an estimate of fair value if there is obslele market information that would allow them taka a fair value estimate. Based on our
understanding of the market inputs used by ouirgyiservices, all applicable investments have hvadued in accordance with GAAP
valuation principles. We have controls to reviegnsficant price changes and stale pricing, anchguee that prices received from pricing
services have been accurately reflected in theatiolased financial statements. We do not typicallijust prices obtained from pricing servic

Additionally, the valuation of fixed maturity invesents is more subjective when markets are les@lidue to the lack of market based inputs
(i.e., stale pricing), which may increase the ptiédthat the estimated fair value of an investnismtot reflective of the price at which an act
transaction would occur. For a small number ofdixeaturities, we obtain a quote from a broker @gpy a market maker). Due to the
disclaimers on the quotes that indicate that tieeps indicative only, we include these fair vakstimates in Level 3.

At March 31, 2012, Level 3 assets representedgetcent of assets that are measured at fair valdiéweo percent of total assets. Level 3
liabilities represented 100 percent of liabilitteat are measured at fair value and one percesuratotal liabilities. During the three months
ended March 31, 2012, we transferred $25 milliohadwur Level 3 assets. Refer to Note 4 to thesoidated financial statements for a
description of the valuation techniques and inpistsd to determine fair values for our financiatimsients measured or disclosed at fair value
by valuation hierarchy (Levels 1, 2, and 3) as wslh roll-forward of Level 3 financial instrumemntgasured at fair value for the three months
ended March 31, 2012 and 2011.

Guaranteed living benefits (GLB) derivatives

Under life reinsurance programs covering living éftrguarantees, we assumed the risk of GLBs aataativith variable annuity (VA)
contracts. We ceased writing this business in 2QQif.GLB reinsurance product meets the definitiba derivative for accounting purposes
and is therefore carried at fair value. We belithag the most meaningful presentation of thesevdtvies is to reflect cash inflows or revenue
as net premiums earned, and to record estimatbe @verage modeled value of future cash outflawieeurred losses. Accordingly, we
recognize benefit reserves consistent with the @aatieg guidance related to accounting and repotiingisurance enterprises for certain non-
traditional long-duration contracts and for sepaetcounts. Changes in the benefit reserves deetexf as Policy benefits expense, which is
included in life underwriting income. The incremandifference between fair value and benefit resgig reflected in Accounts payable,
accrued expenses, and other liabilities in the alfeted balance sheet and related changes indhie are reflected in Net realized gains
(losses) in the consolidated statement of opersitidfe intend to hold these derivative contractm&turity (i.e., the expiration of the underly
liabilities through lapse, annuitization, deatheapiration of the reinsurance contract). At maythe cumulative gains and losses will net to
zero (excluding cumulative hedge gains or lossesgaise, over time, the insurance liability willibereased or decreased to equal our
obligation. For a sensitivity discussion of theeeffof changes in interest rates, equity indiced,aher assumptions on the fair value of GLBSs,
and the resulting impact on our net income, refdteém 3. Refer to our 2011 Form 10-K for additibimformation.

The fair value of GLB reinsurance is estimated gsin internal valuation model, which includes cotmaarket information and estimates of
policyholder behavior from the perspective of aotle¢ical market participant that would assume thiebdities. All of our treaties contain

claim limits, which are factored into the valuatiodel. The fair value depends on a number of factncluding interest rates, current account
value, market volatility, expected annuitizatiotesaand other policyholder behavior, and changgslicyholder mortality. The model and
related assumptions are continuously re-evaluateddnagement and enhanced, as
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appropriate, based upon additional experience médaielated to policyholder behavior and availgpf more timely market information, su
as market conditions and demographics of in-forceudies. Due to the inherent uncertainties ofgbhgumptions used in the valuation models
to determine the fair value of these derivativedpiats, actual experience may differ from the estamaeflected in our Consolidated Financial
Statements, and the differences may be material.

The most significant policyholder behavior assummiinclude lapse rates and the guaranteed minimcome benefit (GMIB) annuitization
rates. Assumptions regarding lapse rates and GMiBiitization rates differ by treaty but the undertymethodologies to determine rates
applied to each treaty are comparable. The assangptegarding lapse and GMIB annuitization ratésrd@ned for each treaty are based on a
dynamic calculation that uses several underlyirgofs.

A lapse rate is the percentage of in-force polisi@sendered in a given calendar year. All elseak@s lapse rates increase, ultimate claim
payments will decrease. Key factors affecting ttpsé rate assumption include investment performandeolicy duration. In general, the b
lapse function assumes low lapse rates (ranging &lbout 1 percent to 6 percent per annum) duriegtinrender charge period of the variable
annuity contract, followed by a “spikédpse rate (ranging from about 10 percent to 36gremper annum) in the year immediately followihg
surrender charge period, and then reverting tdtamnate lapse rate (generally around 10 percenapaum), typically over a 2-year

period. This base rate is adjusted downward fociga with more valuable (more “in the money”) gastees by multiplying the base lapse rate
by a factor ranging from 15 percent to 75 perca@dtitional lapses due to partial withdrawals andeolpolicyholders with tax-qualified
contracts (due to required minimum distribution®) also included.

The GMIB annuitization rate is the percentage digges for which the policyholder will elect to amitize using the guaranteed benefit provi
under the GMIB. All else equal, as GMIB annuitipatirates increase, ultimate claim payments wiltéase, subject to treaty claim limits. Key
factors affecting the GMIB annuitization rate indduinvestment performance and the level of intewst after the GMIB waiting period, sir
these factors determine the value of the guarantthe policyholder. In general, we assume that Blsinuitization rates will be higher for
policies with more valuable (more “in the moneylagantees. In addition, we also assume that GMHRiiéimation rates are higher in the first
year immediately following the waiting period (tfiest year the policies are eligible to annuitizédizing the GMIB) in comparison to a
subsequent years. We do not yet have a robust aanaitization experience because most of ountdigolicyholders are not yet eligible to
annuitize utilizing the GMIB. However, for certaitients representing approximately 36 percent eftttal GMIB guaranteed value there are
several years of annuitization experience — fos¢hdients the annuitization function reflects dglotual experience and has a maximum
annuitization rate per annum of 8 percent (a highaximum applies in the first year a policy is #llg to annuitize utilizing the GMIB — it is
over 13 percent). For most clients there is natdible amount of observable relevant behavior dathso we use a weighted average (with a
heavier weighting on the observed experience natedously) of three different annuitization furests with maximum annuitization rates per
annum of 8 percent, 12 percent, and 30 percemecgigely (with significantly higher rates in thiest year a policy is eligible to annuitize
utilizing the GMIB). As noted elsewhere, our GMIBimsurance treaties include claim limits to protecin the event that actual annuitization
behavior is significantly higher than expected.

During the quarter ended March 31, 2012, no mdtehianges were made to actuarial or behavior assonsp

During the quarter ended March 31, 2012, we reabrdelized gains of $456 million primarily due tecdeasing net fair value of reported G
reinsurance liabilities resulting substantiallyrfreising equity markets and, to a lesser extesigiinterest rates. This excludes realized losses
of $231 million, during the quarter ended March 2012 on derivative hedge instruments held to giéyrtoffset the risk in the VA guarantee
reinsurance portfolio. These derivatives do noerex hedge accounting treatment. Refer to the Réstlized and Unrealized Gains (Losses)”
section for a breakdown of the realized gains @essn GLB reinsurance and derivatives for the tgusiended March 31, 2012 and 2011.
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ACE Tempest Life Re employs a strategy to managédittancial market and policyholder behavior risksbedded in the reinsurance of VA
guarantees. Risk management begins with undergrdtiprospective client and guarantee design, vattiqular focus on protecting our
position from policyholder options that, becausearti-selective behavior, could adversely impactahligation.

A second layer of risk management is the struatfitbe reinsurance contracts. All VA guaranteeseiance contracts include some form of
annual or aggregate claim limit(s). The differeategories of claim limits are described below:

Reinsurance programs covering guaranteed minimwathdeenefits (GMDB) with an annual claim limit op2rcent of account
value. This category accounts for approximatelypéfcent of the total reinsured GMDB guaranteedevdless than 1 percent of
guaranteed value in this category has additionasueance coverage for GL

Reinsurance programs covering GMDB with claim I{g)ithat are a function of the underlying guarasiteslue. This categot
accounts for approximately 20 percent of the taadsured GMDB guaranteed value. The annual clamit €xpressed as a
percentage of guaranteed value ranges from 0.4mpeet@ 2 percent. Approximately 70 percent of gosrad value in this category
is also subject to annual claim deductibles thagieafrom 0.1 percent to 0.2 percent of guarantedabvi.e., our reinsurance
coverage would only pay total annual claims in esca&f 0.1 percent to 0.2 percent of the total gueerad value). Approximately 50
percent of guaranteed value in this category i3 sihject to an aggregate claim limit which wasragimately $380 million as of
March 31, 2012. Approximately 75 percent of guagadtvalue in this category has additional reinsteaioverage for GLE

Reinsurance programs covering GMDB and guarantéeuinmm accumulation benefits (GMAB). This categacounts for
approximately 15 percent of the total reinsured @GuRranteed value and 15 percent of the total uetadsGMDB guaranteed valt
These reinsurance programs are quota-share agreewitdnthe quota-share decreasing as the ratt@odunt value to guaranteed
value decreases. The quota-share is 100 perceratios between 100 percent and 75 percent, 6@pefor additional losses on
ratios between 75 percent and 45 percent, and @@ mtefor further losses on ratios below 45 perc&pproximately 35 percent of
guaranteed value in this category is also subgeatdlaim deductible of 8.8 percent of guarantesdder(i.e., our reinsurance
coverage would only pay when the ratio of accoahti® to guaranteed value is below 91.2 perc

Reinsurance programs covering GMIB with an annlairclimit. This category accounts for approximgtdD percent of the total
reinsured GLB guaranteed value. The annual claimit Is 10 percent of guaranteed value on over 96ge of the guaranteed va
in this category. Additionally, reinsurance proggaim this category have an annual annuitizatiorit liniat ranges between 17.5
percent and 30 percent with approximately 40 perekguaranteed value subject to an annuitizafioit bf 20 percent or under,
and the remaining 60 percent subject to an anatibiz limit of 30 percent. Approximately 40 percefiguaranteed value in this
category is also subject to minimum annuity conieeréactors that limit the exposure to low interesgtes. Approximately 40
percent of guaranteed value in this category hdgiadal reinsurance coverage for GMC

Reinsurance programs covering GMIB with aggregktienclimit. This category accounts for approximgtdb percent of the total
reinsured GLB guaranteed value. The aggregate diaiihfor reinsurance programs in this categorgjgproximately $1.9 billion.
Additionally, reinsurance programs in this categoaye an annual annuitization limit of 20 percemd approximately 55 percent of
guaranteed value in this category is also subgectihimum annuity conversion factors that limit #osure to low interest rates.
Approximately 45 percent of guaranteed value is tategory has additional reinsurance coverag&kébDB.

A third layer of risk management is the hedgingtetgy which is focused on mitigating long-term emroit losses at a portfolio level. ACE
Tempest Life Re owned financial market instrumestpart of the hedging strategy with a fair vali$(@1) million and $38 million at
March 31, 2012 and December 31, 2011, respectiVélg.instruments are substantially collateralizg@br counterparties, on a daily basis.
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We also limit the aggregate amount of variable #grreinsurance guarantee risk we are willing teusse. The last substantive U.S. transau
was quoted in mi€007 and the last transaction in Japan was quotkadd 2007. The aggregate number of policyholgecsirrently decreasir
through policyholder withdrawals and deaths att@ 04 5-10 percent annually.

Note that GLB claims cannot occur for any reinsyseticy until it has reached the end of“waiting period”. The vast majority of policies we
reinsure reach the end of their “waiting periods2D13 or later, as shown in the table below.

Percent of living benefi

Year of first payment eligibility account values

2012 and prior 8%
2013 23%
2014 18%
2015 5%
2016 5%
2017 19%
2018 16%
2019 and afte 6%
Total 10C%

The following table provides the historical caghwit under these policies for the periods indicaiéd amounts represent accrued past
premium received and claims paid, split by bertgfie.

Three Months Ended
March 31
2012 2011
(in millions of U.S. dollars)

Death Benefits (GMDB)

Premium $ 23 $ 26
Less paid claim 29 26
Net $ (6 $ —
Living Benefits (Includes GMIB and GMAB)

Premium $ 40 $ 42
Less paid claim 1 1
Net $ 39 $ 41
Total VA Guaranteed Benefits

Premium $ 63 $ 68
Less paid claim 30 27
Net $ 33 $ 4

Death Benefits (GMDB)

For premiums and claims from VA contracts reinsgi@MDBs, at current market levels, we expect apipnexely $93 million of claims and
$87 million of premium on death benefits over tlextil2 months.
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GLB (includes GMIB and GMAB)

Our GLBs predominantly include premiums and clafrosn VA contracts reinsuring GMIB and GMAB. Subdiaiiy all of our living benefit
reinsurance clients’ policyholders are current@ligible to trigger a claim payment. The vast miyoof these policyholders become eligible in
years 2013 and beyond. At current market levelsexpect approximately $3 million of claims and $¥B@lion of premium on living benefit
over the next 12 months.

Collateral

In order for its U.S.-domiciled clients to obtatatsitory reserve credit, ACE Tempest Life Re hadkateral on behalf of its clients in the form
of qualified assets in trust or letters of cremtitan amount sufficient for them to obtain statytgserve credit. The timing of the calculation
amount of the collateral varies by client accordimghe particulars of the reinsurance treaty déwedstatutory reserve guidelines of the client’s
state of domicile.

Catastrophe management

We actively monitor our catastrophe risk accumatatiround the world. The following modeled los®miation reflects our in-force portfolio
and reinsurance program at January 1, 2012.

The table below shows our modeled annual aggreggattax probable maximum loss (PML), net of reiasize, for 100-year and 250-year
return periods for U.S. hurricanes and Califorraetlequakes at March 31, 2012, and March 31, 20thé.table also shows ACE’s
corresponding share of pre-tax industry losseg#ah of the return periods for U.S. hurricanes@alifornia earthquakes at March 31, 2012.
For example, according to the model, for the 100-feturn period scenario, there is a one perdeantae that our losses incurred in any year
from U.S. hurricanes could be in excess of $1.liohil(or seven percent of our total shareholdegsiity at March 31, 2012). We estimate that
at such hypothetical loss levels, ACE’s share gfragate industry losses would be approximatelyp@réent.

U.S. Hurricanes California Earthquakes
March 31, March 31,
March 31, March 31,
2012 2011 2012 2011
% of Total % of Total
Shareholders’ Shareholders’
Modeled Annual % of % of
Aggregate Net PML ACE Equity Industry ACE ACE Equity Industry ACE
(in millions of U.S. dollars, except for percentage
1-in-100 $1,74¢ % 0.€% $ 1,23( $777 3% 1.8% $ 79t
1-in-250 $2,35¢ 9% 0% $ 1,68/  $98C 4% 1.6% $ 934

The modeling estimates of both ACE and industrg lesels are inherently uncertain owing to key agsions. First, while the use of third-
party catastrophe modeling packages to simulatengiat hurricane and earthquake losses is prevalithin the insurance industry, the models
are reliant upon significant meteorology, seismgl@nd engineering assumptions to estimate huriead earthquake losses. In particular,
modeled hurricane and earthquake events are naysalarepresentation of actual events and ensdutitjianal loss potential. Second, there is
no universal standard in the preparation of insulad for use in the models and the running ofitbeeling software. Third, we are reliant
upon third-party estimates of industry insured esqpes and there is significant variation possibteiad the relationship between our loss and
that of the industry following an event. Fourth, assume that our reinsurance recoveries followimgwent are fully collectible. These loss
estimates do not represent our potential maximupogxes and it is highly likely that our actualuned losses would vary materially from
modeled estimates.
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During 2011, ACE conducted an in-depth review afriicane risk, including assessment of the latasd4party hurricane model which had
significant increase in hazard and vulnerabilityreates. The above hurricane PMLs at March 31, 2efl2ct the findings from that review,
including full implementation of the revised modedsmulti-model framework for risk assessment, emstom model output adjustments to
better reflect ACE’s underlying exposure profile.

Natural catastrophe property reinsurance program

ACE’s core property catastrophe reinsurance programvides protection against natural catastropmggcting its primary property operations
(i.e., excluding assumed reinsurance) and consfigtgo separate towers.

We regularly review our reinsurance protection eoadesponding property catastrophe exposures.rfijsor may not lead to the purchase of
additional reinsurance prior to a program'’s renesedé. In addition, prior to each renewal datecaesider how much, if any, coverage we
intend to buy and we may make material changdset@tirrent structure in light of various factorgluding modeled PML assessment at
various return periods, reinsurance pricing, osk tolerance and exposures, and various othertsting considerations.

There were no significant changes to ACE’s coverager its Property Catastrophe Program durinditsequarter, except for the January 1,
2012 renewal of the North American Core Prograndjtamh of a Global layer to the North American dnternational Core Programs and
upward adjustment of the attachment points on thitiNAmerican Calabash program. Refer to our 20drinFL0-K for additional information.

Crop insurance

ACE is one of the leading writers of crop insuraimcéhe U.S. Our crop insurance business primaoiynprises two components — Multi-Peril
Crop Insurance (MPCI) and hail insurance. The Mp@bram is a partnership with the U.S. Departméitgriculture (USDA), which sets tt
terms and conditions of the program under the drdtaamdard Reinsurance Agreement (SRA). Given thpsccovered in the program, we
typically see a substantial written and earned premimpact in the second and third quarters.

There were no changes to our crop insurance programthe SRA during the three months ended M&dgH2012. Refer to our 2011 Form 10-
K for additional information.

Liquidity

We anticipate that positive cash flows from opewagi (underwriting activities and investment incorsieduld be sufficient to cover cash
outflows under most loss scenarios through 2012adHfition to cash from operations, we have agregneith a third party bank provider
which implemented two international multi-currenaytional cash pooling programs to enhance cash geamant efficiency during periods of
short-term timing mismatches between expectedwsland outflows of cash by currency. The prograltesvaus to optimize investment
income by avoiding portfolio disruption. Should theed arise, we generally have access to capitddetsaand available credit facilities. At
March 31, 2012, our available credit lines toteh@d4 billion and usage to support issued lettersredit was $1.9 billion. Our access to funds
under existing credit facilities is dependent om #ivility of the banks that are parties to thelités to meet their funding commitments. Our
existing credit facilities have remaining terms ieixyg between 2012 and 2015 and require that wentaiai certain financial covenants, all of
which we met at March 31, 2012. Should any of oustang credit providers experience financial ditfity, we may be required to replace
credit sources, possibly in a difficult market. Téadas also been recent consolidation in the barikisustry which could lead to increased
reliance on and exposure to particular institutidhee cannot obtain adequate capital or souréesealit on favorable terms, on a timely basis
or at all, our business, operating results, anahiiial condition could be adversely affected. Teegae have not experienced difficulty
accessing any of our credit facilitieRefer to “Credit Facilities” in our 2011 Form 10-K.
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The payments of dividends or other statutorily gesible distributions from our operating compardes subject to the laws and regulations
applicable to each jurisdiction, as well as thedneemaintain capital levels adequate to suppe@ritBurance and reinsurance operations,
including financial strength ratings issued by ipeledent rating agencies. During the three montieedMarch 31, 2012, we were able to meet
all of our obligations, including the payments afidends on our Common Shares, with our net cashd]

We assess which subsidiaries to draw dividends fraged on a number of factors. Considerations asichgulatory and legal restrictions as
well as the subsidiary’s financial condition aregraount to the dividend decision. The legal reitnits on the payment of dividends from
retained earnings by our Bermuda subsidiaries ameiatly satisfied by the share capital and add@igaid-in capital of each of the Bermuda
subsidiaries. ACE Limited received no dividendsririls Bermuda subsidiaries during the three moetiged March 31, 2012. ACE Limited
received dividends of $500 million from its Bermuslgbsidiaries during the three months ended Mat¢i2@11.

The payment of any dividends from ACE Global Masket its subsidiaries is subject to applicable Undsurance laws and regulations. In
addition, the release of funds by Syndicate 2488utusidiaries of ACE Global Markets is subjectdgulations promulgated by the Society of
Lloyd’s. The U.S. insurance subsidiaries of ACE INay pay dividends, without prior regulatory apmsubject to restrictions set out in
state law of the subsidiary’s domicile (or, if appble, commercial domicile). ACE INA’international subsidiaries are also subjectsaranc
laws and regulations particular to the countriewlich the subsidiaries operate. These laws andatgns sometimes include restrictions that
limit the amount of dividends payable without pragproval of regulatory insurance authorities. AlGfaited did not receive any dividends
from ACE Global Markets or ACE INA during the threenths ended March 31, 2012 and 2011. Debt issyedCE INA is serviced by
statutorily permissible distributions by ACE INAilssurance subsidiaries to ACE INA as well as otfreup resources.

Cash Flows

Sources of liquidity include cash from operatiomgitine sales of investments, and financing arrareggs. The following is a discussion of our
cash flows for the three months ended March 3122061 2011.

Our consolidated net cash flows from operatingvéttts were $572 million in the three months entiéatch 31, 2012, compared with $1.0
billion in the prior year period. Net loss and lespenses paid were $1,945 million in the threethmanded March 31, 2012, compared with
$1,963 million in the prior year period. Operatitesh flow decreased in the three months ended Mrch012, primarily due to net payments
of insurance and reinsurance balances includingettuen of $141 million of cash collateral received011 related to a large insurance
transaction. Some or all of the remaining $62 wrilof collateral received in 2011 may change to-cash collateral, which would ultimately
result in a reduction in future operating cash ow

Our consolidated net cash flows used for investictiyities were $615 million in the three monthgleth March 31, 2012, compared with $631
million in the prior year period. Net investing iities for the indicated periods were related ity to net purchases of fixed maturities.

Our consolidated net cash flows from financing\atiis were $139 million in the three months enditattch 31, 2012, compared with net cash
flows used for financing activities of $37 milliam the prior year period. Financing cash flows urdigld $281 million of proceeds from issuance
of shortterm debt, net of repayments and $11 million farsirepurchases in the current period, compardd$ti®0 million and $68 million i
the prior year period, respectively. Dividends padCommon Shares were $159 million in the threathmended March 31, 2012, compared
with $112 million in the prior year period.

Both internal and external forces influence ouafiaial condition, results of operations, and céslvd. Claim settlements, premium levels, and
investment returns may be impacted by changing m@ténflation and other
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economic conditions. In many cases, significantqoksrof time, ranging up to several years or moray lapse between the occurrence of an
insured loss, the reporting of the loss to us,thedsettlement of the liability for that loss.

In the current low interest rate environment, wizgt reverse repurchase agreements as a low-itestaive for short-term funding needs and
to address short-term cash timing differences witliisrupting our investment portfolio holdings. \Blébsequently settle these transactions
with future operating cash flows. At March 31, 20ft#ere were $1.4 billion in reverse repurchaseaments outstanding.

Capital Resources

Capital resources consist of funds deployed orlalviai to be deployed to support our business ojpasatThe following table summarizes the
components of our capital resources:

March 31 December 31
2012 2011
(in millions of U.S. dollars, excep
for percentages)

Shor-term debi $1,53: $1,25;
Long-term debt 3,36( 3,36(
Total debi 4,891 4,611
Trust preferred securitie 30¢ 30¢
Total shareholde’ equity 25,43: 24,33
Total capitalizatior $30,63: $29,25.
Ratio of debt to total capitalizatic 16.(% 15.8%
Ratio of debt plus trust preferred securities taltoapitalizatior 17.(% 16.£%

The following table reports the significant movenseim our shareholders’ equity:

March 31, 2012
(in millions of U.S. dollars]

Balance at December 31, 2C $ 24,33:
Net income 97:¢
Dividends declared on Common Sha (200)
Change in net unrealized appreciation on investsewt of tay 242
Repurchase of shar @)
Change in net cumulative translation, net of 56
Other movements, net of ti 34
Balance at March 31, 20: $ 25,43:

During January 2012, we repurchased $7 million @@ on Shares in a series of open market transaatioter the August 2011 and
November 2010 Board of Directors authorizationsMatrch 31, 2012, $461 million in share repurchagbarizations remained throus
December 31, 2012. As of March 31, 2012 there Wet@9,030 Common Shares in treasury with a weightedage cost of $54.43 per share.

We generally maintain the ability to issue certaasses of debt and equity securities via an utdunecurities and Exchange Commission
(SEC) shelf registration which is renewed evergéhyears. This allows us capital market acceseforancing as well as for unforeseen or
opportunistic capital needs. Our current shelfstgtion on file with the SEC expires in Decemb@t £
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Dividends

We have paid dividends each quarter since we beegmublic company in 1993. Following ACE’s redonnegtion to Switzerland in July 2008
through March 31, 2011, dividends were distribuigdvay of a par value reduction. Subsequent divdidemere distributed from capital
contributions reserves (Additional paid-in capitailough the transfer of dividends from Additiopald-in capital to Retained earnings under
the method approved by our shareholders at the20ag annual general meeting. The following tabfgesents dividends paid per Common
Share to shareholders of record on each of theviollg dates:

Shareholders of record as of Dividends paid as of:
January 10, 201 January 31, 201 $0.47 (CHF 0.44
March 30, 201: April 20, 2012 $0.47 (CHF 0.42

On April 23, 2012, we proposed to our shareholdsarpart of the Proxy statement agenda to appraigetids in the form of a distribution by
way of par value reduction. We have determinedphi€edure is more appropriate for us at this tilme to current Swiss law. As in prior
years, we are requesting shareholder approvahfanaual par value reduction amount, to be pagh&weholders pursuant to a formula in f
equal installments. This method of dividend disttibn, if approved by our shareholders at the M&y2D12 annual general meeting, will be
effective beginning with the second quarter 202ddind.

Recent accounting pronouncements

Refer to Note 1 to the consolidated financial stegits for a discussion of new accounting pronoumcesn

Item 3. Quantitative and Qualitative Disclosures abut Market Risk
Refer to Item 7A included in our 2011 Form 10-K.

Reinsurance of GMDB and GLB guarantees

Our net income is directly impacted by changehélienefit reserves calculated in connection wighreinsurance of variable annuity
guarantees, primarily GMDB and GLB. The benefieress are calculated in accordance with the guelaglated to accounting and reporting
by insurance enterprises for certain non-tradititmr@g-duration contracts and for separate acco@ttanges in the benefit reserves are
reflected as policy benefits expense, which isuded in life underwriting income. In addition, cwet income is directly impacted by the
change in the fair value of the GLB liability (FV,lyhich is classified as a derivative for accougturposes. The FVL established for a GLB
reinsurance contract represents the differencedsatwhe fair value of the contract and the benesigrves. Changes in the FVL, net of
associated changes in the calculated benefit reseave reflected as realized gains or losses.

ACE views its variable annuity reinsurance busireesshaving a similar risk profile to that of cataphe reinsurance with the probability of
long-term economic loss relatively small, at thediof pricing. Adverse changes in market facto aolicyholder behavior will have an
impact on both life underwriting income and netame. When evaluating these risks, we expect tmbgpensated for taking both the risk of a
cumulative long-term economic net loss, as wethasshort-term accounting variations caused byetihegrket movements. Therefore, we
evaluate this business in terms of its long-teronemic risk and reward.

At March 31, 2012, management established berefrves based on the benefit ratio calculated wssgmptions reflecting management'’s
best estimate of the future performance of theabédei annuity line of business. Management exergigiggnent in determining the extent to
which short-term market movements impact the beneserves. The benefit reserves are based oratt@ation of a long-term benefit ratio
(or loss ratio) for the variable annuity guarantsiasurance. Despite the long-term nature of thle the benefit ratio
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calculation is impacted by short-term market movetsi¢hat may be judged by management to be tempordransient. Management’s best
estimate reflected a judgment that the equity mankal exhibit below average growth over the nsaveral years. Management regularly
examines both quantitative and qualitative analgsid for the quarter ended March 31, 2012, detexdhihat no change to the benefit ratio was
warranted. The benefit ratio used to establishhtreefit reserves at March 31, 2012, has averagsdian 1/4 standard deviation from the
calculated benefit ratios, averaging the periodauits from a 2-year rolling period ending March 3012.

The guidance requires us to “regularly evaluatameges used and adjust the liability balance... ilakexperience or other evidence suggests
that earlier assumptions should be revised.” AC&8etes its estimates regularly and managemenfudgsent to determine the extent to
which the assumptions underlying the benefit ratilculation used to establish benefit reservesldhmiadjusted. The benefit ratio will be
calculated based on management’s expectation éastbrt-term and long-term performance of the égiannuity guarantee liability.
Management'’s quantitative analysis includes a revitthe differential between the benefit ratio disg the most recent valuation date and the
benefit ratio calculated on subsequent dates. Tfeehtial is measured in terms of the standandat®n of the distribution of benefit ratios
(reflecting 1,000 stochastic scenarios) calcularedubsequent dates.

The benefit reserves and FVL calculations are tiredfected by market factors, including equityéés, interest rate levels, credit risk, and
implied volatilities, as well as policyholder bel@g, such as annuitization and lapse rates. Tilegdelow assume no changes to the benefit
ratio used to establish the benefit reserves atMat, 2012 and show the sensitivity, at March281,2, of the FVL associated with the
variable annuity guarantee reinsurance portfofiaddition, the tables below show the sensitivftthe fair value of specific derivative
instruments held (hedge value) to partially oftbetrisk in the variable annuity guarantee reinscegoortfolio. The tables below are estimates
of the sensitivities to instantaneous changesamemic inputs or actuarial assumptions.

The tables below do not reflect the expected gtlgnten rate of net income generated by the vaeainuity guarantee reinsurance portfolio if
markets remain unchanged during the period. A# elgual, if markets remain unchanged during thegethe Gross FVL will increase,
resulting in a realized loss. The realized lossuoeprimarily because, during the period, we willect premium while paying little or no
claims on our GLB reinsurance (since most poliaiesnot eligible to annuitize until 2013 or latélrhis increases the Gross FVL because fi
premiums are lower by the amount collected in th@rgpr, and also because future claims are diseddot a shorter period. We refer to this
increase in Gross FVL as “timing effect”. The urdeable impact of timing effect on our Gross FVLaimuarter is not reflected in the
sensitivity tables below. For this reason, whemgshe tables below to estimate the sensitivitadss FVL in the second quarter to various
changes, it is necessary to assume an additio@ainfiBon to $50 million increase in Gross FVL arehlized losses. However, this realized

is roughly offset by the positive quarterly runeraf life underwriting income generated by the @alé annuity guarantee reinsurance portfolio
if markets remain unchanged during the period, Vittle or no impact to Net income. Note that btk timing effect and the quarterly run rate
of life underwriting income change over time asltoek ages.

Worldwide Equity Shock

Interest

Rate Shock +10% Flat -10% -20% -30% -40%
(in millions of U.S. dollars)
+100 bps (Increase)/decrease in Gross F $474 $27¢ $ 20 $ (304 $ (68%) (1,119
Increase/(decrease) in hedge vi (240) (4 234 474 717 964
Increase/(decrease) in net inco $234 $27f $254 §$ 17¢ $ 32 $ (159
Flat (Increase)/decrease in Gross F $266 $— $(331) $ (722) $(1,167) $(1,657)
Increase/(decrease) in hedge vi (237) — 23¢ 48C 724 971
Increase/(decrease) in net inco $ 29 $— $0O2 $ (242 $ (44H $ (686
-100 bps (Increase)/decrease in Gross F $ (96) $(43€) $(842) $(1,309) $(1,809 (2,349
Increase/(decrease) in hedge vi (233) 5 244 48€ 731 97¢
Increase/(decrease) in net inco $(329) $(43%) $(59€) $ (81§  $(1,079 (1,369
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AA -rated Credit Interest Rate Equity
Sensitivities to Other Economic Variables Spreads Volatility Volatility
+100 -100 +2% -2% +2% -2%

(in millions of U.S. dollars)
(Increase)/decrease in Gross FVL —
$ 13C $(132) $(6) $ $(22) $2C

Increase/(decrease) in hedge vi

= = . . _4 ¥
Increase/(decrease) in net income —
$ 13C $132 $6 $  $(18 $16
Sensitivities to Actuarial Assumptions
Mortality
+20% +10% -10% —20%_
(in millions of U.S. dollars)
(Increase)/decrease in Gross F $ 30 $ 15 $(@15 $(3)
Increase/(decrease) in hedge vi — — — —
Increase/(decrease) in net inco $ 30 $ 15 $(15 $@3)
Lapses
+50% +25% —25%_ —50%
(in millions of U.S. dollars)
(Increase)/decrease in Gross F $ 312 $ 174 $(210)  $(464)
Increase/(decrease) in hedge ve — — — —
Increase/(decrease) in net inco $ 312 $ 174 $(210)  $(469
Annuitization
+50% +25% —25%_ 0%
(in millions of U.S. dollars)
(Increase)/decrease in Gross F $(269) $(159) $ 18¢ $ 377
Increase/(decrease) in hedge vi — — — —
Increase/(decrease) in net inco $(268)  $(153  $18¢ $ 377

The above tables assume equity shocks impactadbbkequity markets equally and that the interats shock is a parallel shift in the U.S. y
curve. Our liabilities are sensitive to global dgunarkets in the following proportions: 70 percer80 percent U.S. equity, 10 percent — 20
percent international equity ex-Japan, 5 percel percent Japan equity. We would suggest usin§&t 500 index as a proxy for U.S.
equity, the MSCI ex Japan index as a proxy forrimdgonal equity, and the TOPIX as a proxy for Japquity. Our liabilities are also sensitive
to global interest rates at various points on tleédycurve, mainly the U.S. Treasury curve in thikofving proportions: 5 percent — 15 percent
short-term rates (maturing in less than 5 yeapeétcent — 30 percent medium-term rates (maturétgyeen 5 years and 10 years, inclusive),
and 60 percent — 70 percent long-term rates (mguoeéyond 10 years). A change in AA-rated credieags (AA-rated credit spreads are a
proxy for both our own credit spreads and the ¢rgalieads of the ceding insurers) impacts theusgd to discount cash flows in the fair value
model. The hedge sensitivity is from March 31, 2@id&rket levels.

The above sensitivities are not directly additieeduse changes in one factor will affect the sieitgito changes in other factors. Also, the
sensitivities do not scale linearly and may be prtpnally greater for larger movements in the neaifiactors. Sensitivities may also vary due
to foreign exchange rate fluctuations. The caldotadf the FVL is based on internal models thatuide assumptions regarding future
policyholder behavior, including lapse, annuitinatiand asset allocation. These assumptions infjodictthe absolute level of the FVL as well
as the sensitivities to changes in market factioosve above. Additionally, actual sensitivity of auet income may differ from those disclosed
in the tables above due to differences betweert-¢ion market movements and management judgmeatde the long-term assumptions
implicit in our benefit ratios. Furthermore, thensiivities above could vary by multiples of thesiivities in the tables above.
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Variable Annuity Net Amount at Risk
a) Reinsurance covering the GMDB risk only

The table below shows the net amount at risk atW&d, 2012 following an immediate change in eqoitrket levels, assuming all global
equity markets are impacted equally.

Equity Shock
+20% Flat -20% -40% -60% -80%
(in million of U.S. dollars, except percentages)
GMDB net amount at ris $1,25F  $1,48¢ $2,17/ $2,56¢ $2,48¢ $2,11¢
Claims at 100% immediate mortali 77¢ 513 34¢ 32¢ 297 264

At March 31, 2012 and December 31, 2011 the netuainat risk from reinsurance programs coveringGhDB risk only was $1.5 billion an
$1.8 billion, respectively.

For reinsurance programs covering the GMDB risk/ptfile net amount at risk is defined as the presgloe of future claim payments under
the following assumptions:

* policy account values and guaranteed values agd fix the valuation date (March 31, 2012 and Deee®b, 2011, respectively

» there are no lapses or withdraw:

* mortality according to 100 percent of the Annui0R mortality table

» future claims are discounted in line with the distiing assumption used in the calculation of theeffiereserve averaging between
1.0 and 2.0 percent; al

* reinsurance coverage ends at the earlier of tharityabf the underlying variable annuity policy thre reinsurance treat
The total claim amount payable on reinsurance rogrcovering the GMDB risk only, if all the cedargslicyholders were to die immediatt
at March 31, 2012 was approximately $500 milliohisTtakes into account all applicable reinsuraneaty claim limits.

In addition, the table shows the total claim amaqaytable on reinsurance programs covering the GMEBonly, if all of the cedants’
policyholders were to die immediately at March 3@12. This takes into account all applicable reiasue treaty claim limits.

The treaty claim limits function as a ceiling or et amount at risk as equity markets fall. Initholtl the claims payable if all of the
policyholders were to die immediately declines quity markets fall due to the specific nature afgd claim limits, many of which are annual
claim limits calculated as a percentage of thestgied account value. There is also some impactalaesmall portion of the GMDB
reinsurance under which claims are positively dateel to equity markets (claims decrease as equaikets fall).

b) Reinsurance covering the GLB risk only

The table below shows the net amount at risk atM&d, 2012 following an immediate change in equoityrket levels, assuming all global
equity markets are impacted equally.

Equity Shock
+20% Flat -20% -40% -60% -80%
(in million of U.S. dollars, except percentages)
GLB net amount at ris $48 $221 $765 $1,64: $2,37¢  $2,54¢

At March 31, 2012 and December 31, 2011, the netustnat risk from reinsurance programs covering@h® risk only was $221 million and
$380 million, respectively.
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For reinsurance programs covering the GLB risk ottilg net amount at risk is defined as the preggne of future claim payments under the
following assumptions:

» policy account values and guaranteed values aed fat the valuation date (March 31, 2012 and Deee®b, 2011, respectively
» there are no deaths, lapses, or withdrav

» policyholders annuitize at a frequency most disathgeous to ACE (in other words, annuitization Evel that maximizes clain
taking into account the treaty limits) under therte of the reinsurance contrac

« for annuitizing policyholders, the GMIB claim islcalated using interest rates in line with thosedus calculating the reserv

» future claims are discounted in line with the disaiing assumption used in the calculation of theeffiereserve averaging between
3.0 and 4.0 percent; al

* reinsurance coverage ends at the earlier of tharityabf the underlying variable annuity policy thre reinsurance treat
The treaty claim limits cause the net amount &ttasincrease at a declining rate as equity marfedits

¢) Reinsurance covering both the GMDB and GLB riskson the same underlying policyholders

The table below shows the net amount at risk atM&d, 2012 following an immediate change in eqoirket levels, assuming all global
equity markets are impacted equally.

Equity Shock
+20% Flat -20% -40% -60% -80%
(in million of U.S. dollars, except percentages
GMDB net amount at ris $ 82 $13€ $ 19¢ $ 251 $ 312 $ 37C
GLB net amount at ris 324 66C 1,17¢ 1,82( 2,41: 2,731
Claims at 100% immediate mortal 421 79¢€ 1,041 1,247 1,43¢ 1,62¢

At March 31, 2012 and December 31, 2011, the GMBBamount at risk from reinsurance programs cogebisth the GMDB and GLB risks
on the same underlying policyholders was $136 amliknd $182 million, respectively.

At March 31, 2012 and December 31, 2011, the GLtBamount at risk from reinsurance programs covelbioit the GMDB and GLB risks on
the same underlying policyholders was $660 milko $998 million, respectively.

These net amounts at risk reflect the interactievben the two types of benefits on any singlecgbblder (eliminating double-counting), and
therefore the net amounts at risk should be corsidadditive.

In addition, the table shows the total claim amqaytable on reinsurance programs covering botiGti®B and GLB risks on the same
underlying policyholders, if all of the cedants’lipgholders were to die immediately at March 31120This takes into account all applicable
reinsurance treaty claim limits. Although this edéttion shows an increase in death claims resuftmm 100 percent immediate mortality of
policyholders, the GLB claims would be zero in thi®nario.

For reinsurance programs covering both the GMDB@hB risks on the same underlying policyholdersg, tlet amount at risk is defined as
present value of future claim payments under thievitng assumptions:

* policy account values and guaranteed values agd fix the valuation date (March 31, 2012 and Deee®b, 2011, respectively
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» there are no lapses, or withdraw:
* mortality according to 100 percent of the Annui0R mortality table

» policyholders annuitize at a frequency most disathgeous to ACE (in other words, annuitization kel that maximizes clain
taking into account the treaty limits) under thente of the reinsurance contrac

» for annuitizing policyholders, the GMIB claim islcalated using interest rates in line with thosedus calculating the reserv

» future claims are discounted in line with the disating assumption used in the calculation of theefiereserve averaging betwe
1.0 and 2.0 percent; ai

* reinsurance coverage ends at the earlier of tharityabf the underlying variable annuity policy thre reinsurance treat

The treaty limits control the increase in the GMB& amount at risk as equity markets fall. The GMEB amount at risk continues to grow
equity markets fall because most of these reinsgréneaties do not have annual claim limits caledlas a percentage of the underlying
account value.

The treaty limits cause the GLB net amount at tisincrease at a declining rate as equity markadks f

Item 4. Controls and Procedures

ACE’s management, with the participation of ACEsi€f Executive Officer and Chief Financial Officenaluated the effectiveness of ACE's
disclosure controls and procedures as defined la R&a-15(e) and Rule 15d-15(e) under the Secsiftiehange Act of 1934 as of March 31,
2012. Based upon that evaluation, ACE’s Chief EkigelOfficer and Chief Financial Officer concludéttht ACE’s disclosure controls and
procedures are effective in allowing informatioquied to be disclosed in reports filed under theusities and Exchange Act of 1934 to be
recorded, processed, summarized, and reportedwithe periods specified in the rules and formthefSEC, and that such information is
accumulated and communicated to ACE’s managemmwitding its Chief Executive Officer and Chief Fireéal Officer, as appropriate to
allow timely decisions regarding required discl@sur

There has been no change in ACE’s internal contreés financial reporting during the three monthded March 31, 2012, that has materially
affected, or is reasonably likely to materiallyeaff, ACE’s internal controls over financial repodi
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ACE LIMITED
PART Il - OTHER INFORMATION

Item 1. Legal Proceedings

Our insurance subsidiaries are subject to claitigation involving disputed interpretations of pglicoverages and, in some jurisdictions, di
actions by allegedlynjured persons seeking damages from policyholdérese lawsuits, involving claims on policies issbg our subsidiari
which are typical to the insurance industry in gahand in the normal course of business, are densil in our loss and loss expense reserves.
In addition to claims litigation, we are subjectaevsuits and regulatory actions in the normal sewf business that do not arise from or
directly relate to claims on insurance policiesisTéategory of business litigation typically invels; among other things, allegations of
underwriting errors or misconduct, employment ckinegulatory activity, or disputes arising fronr business ventures. In the opinion of
management, our ultimate liability for these matisrnot likely to have a material adverse effecbar consolidated financial condition,
although it is possible that the effect could beerial to our consolidated results of operationsafio individual reporting period.

Further information relating to legal proceedingsét forth in Note 6 d) to the consolidated finahstatements which is hereby incorporated
herein by reference.

Item 1A. Risk Factors

Refer to “Risk Factors” under Item 1A of Part laafr 2011 Form 10-K. There have been no materiatgbsito the risk factodisclosed in Pa
[, Item 1A of our 2011 Form 10-K.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds and Issuer Repurchases of Equitgcirities

The following table provides information with regp#o purchases by ACE of its Common Shares duliaghree months ended March 31,
2012:

Issuer's Repurchases of Equity Securities

Total Number

of Approximate
Average Shares Dollar Value of
Total . Purchased Shares that
Number of Price as Part of May Yet be
Shares Paid Publicly Purchased
) Purchased per Announced Plar Under the
Period ) Share @ Plan 3
January 1 through January 111,119 $69.7¢ 100,000 $461 million
February 1 through February 587,091 73.0¢ — $461 million
March 1 through March 3 3,227 72.5¢ — $461 million
Total 701,437

(1) This column includes activity related to opearket share repurchases and to the surrender todACBmmon Shares to satisfy tax
withholding obligations in connection with the viegtof restricted stock issued to employe

(2) The aggregate value of shares purchased in JaB0&®/as part of the publicly announced plan wasiifon.

(3) The $461 million of remaining authorizations exgirecember 31, 201.

Item 6. Exhibits
Refer to the Exhibit Index.
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ACE LIMITED SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

ACE LIMITED
(Registrant,
May 2, 2012 /'s/ EvAN G. GREENBERG
Evan G. Greenberg
Chairman, President and Chief
Executive Officer
May 2, 2012 /s/ PHILIP V. B ANCROFT

Philip V. Bancroft
Chief Financial Officer
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Incorporated by Reference

Exhibit Original Filed
Number Exhibit Description Form  Number Date Filed Herewith
3.1 Articles of Association of the Company, as amenaied restate 8-K 3 March 12, 201
4.1 Articles of Association of the Company, as amenaied restate 8-K 4  March 12, 201
31.1 Certification Pursuant to Section 302 of The Saés-Oxley Act of 2002 X
31.2 Certification Pursuant to Section 302 of The Sagk-Oxley Act of 200z X
32.1 Certification Pursuant to 18 U.S.C. Section 1358 Adlopted Pursuant to Section
906 of The Sarban-Oxley Act of 200z X
32.2 Certification Pursuant to 18 U.S.C. Section 1358 Adlopted Pursuant to Section
906 of The Sarban-Oxley Act of 200z X
101.1 The following financial information from ACE Limités Quarterly Report on Fol
10-Q for the quarter ended March 31, 2012 formatieXBRL: (i) Consolidated
Balance Sheets at March 31, 2012, and Decemb&031, (ii) Consolidated
Statements of Operations and Comprehensive Incontbé three months ended
March 31, 2012 and 2011; (iii) Consolidated Statetmef Shareholderg£quity for
the three months ended March 31, 2012 and 2011C¢éwnsolidated Statements of
Cash Flows for the three months ended March 312 20@ 2011; and (v) Notes to
Consolidated Financial Stateme X
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Exhibit 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, Evan G. Greenberg, certify that:
1) | have reviewed this quarterly report on Forn-Q of ACE Limited;

2) Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgitade a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this repc

3) Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdthe periods presented in this
report;

4)  The registrant’s other certifying officer andre responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedotee designed under
our supervision, to ensure that material infornratielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifg prepared;

(b) Designed such internal control over financggarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readeredsurance regarding the reliability of financggorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registratisslosure controls and procedures and presenttdsi report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by this
report based on such evaluation; and

(d) Disclosed in this report any change in thestgnt's internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimeaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finaiceporting; and

5) The registrars other certifying officer and | have disclosedsddhon our most recent evaluation of internal @miver financia
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s Board of Direct¢os persons performing the
equivalent functions)

(a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectribgistrant’s ability to record, process, summaaad report financial
information; and

(b) Any fraud, whether or not material, that inedvmanagement or other employees who have a sinifiole in the
registrant’s internal control over financial repogt

Date: May 2, 2012

/s/ Evan G. Greenbe

Evan G. Greenbet
Chairman, President and Ch
Executive Officel




Exhibit 31.2

CERTIFICATION PURSUANT TO
SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, Philip V. Bancroft, certify that:
1) | have reviewed this quarterly report on Forn-Q of ACE Limited;

2) Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgitade a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this repc

3) Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdthe periods presented in this
report;

4)  The registrant’s other certifying officer andre responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedotee designed under
our supervision, to ensure that material infornratielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifg prepared;

(b) Designed such internal control over financggarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readeredsurance regarding the reliability of financggorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registratisslosure controls and procedures and presenttdsi report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by this
report based on such evaluation; and

(d) Disclosed in this report any change in thestgnt's internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an amaport) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant’s internal control over finaiceporting; and

5) The registrars other certifying officer and | have disclosedsddhon our most recent evaluation of internal @miver financia
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s Board of Direct¢os persons performing the
equivalent functions)

(a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectribgistrant’s ability to record, process, summaaad report financial
information; and

(b) Any fraud, whether or not material, that inedvmanagement or other employees who have a sinifiole in the
registrant’s internal control over financial repogt

Date: May 2, 2012

/s/ Philip V. Bancrof
Philip V. Bancroft
Chief Financial Office!




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 Corptaya) hereby certifies that the Corporation’s Qadyt Report on Form 1@ for the quarte
ended March 31, 2012, fully complies with the agggtile reporting requirements of Section 13(a) efSlecurities Exchange Act of 1934 (15

U.S.C. 78m(a)) and that the information contaimethe Form 10 fairly presents, in all material respects, tmaficial condition and results
operations of the Corporation.

Dated: May 2, 2012 /sl Evan G. Greenberg

Evan G. Greenber
Chairman, President and Chief
Executive Officel




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 Corptaya) hereby certifies that the Corporation’s Qadyt Report on Form 1@ for the quarte
ended March 31, 2012, fully complies with the agggtile reporting requirements of Section 13(a) efSlecurities Exchange Act of 1934 (15

U.S.C. 78m(a)) and that the information contaimethe Form 10 fairly presents, in all material respects, tmaficial condition and results
operations of the Corporation.

Dated: May 2, 2012 /s/ Philip V. Bancroft

Philip V. Bancroft
Chief Financial Office




