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 PART I

 Item 1.    Business.

OVERVIEW

        Aon Corporation's strategy is to be the preeminent professional service firm in the world, focused on the topics of risk and people. Aon
Corporation (which may be referred to as "Aon," "the Company," "we," "us," or "our") is the leading global provider of risk management
services, insurance and reinsurance brokerage, and human resource consulting and outsourcing, delivering distinctive client value via innovative
and effective risk management and workforce productivity solutions. Aon was incorporated in 1979 under the laws of Delaware, and is the
parent corporation of both long-established and acquired companies. We have approximately 62,000 employees and conduct our operations
through various subsidiaries in more than 120 countries and sovereignties.

        We serve clients through the following operating segments:

�
Risk Solutions acts as an advisor and insurance and reinsurance broker, helping clients manage their risks via consultation,
as well as negotiation and placement of insurance risk with insurance carriers through our global distribution network.

�
HR Solutions partners with organizations to solve their most complex benefits, talent and related financial challenges, and
improve business performance by designing, implementing, communicating and administering a wide range of human
capital, retirement, investment management, health care, compensation and talent management strategies.

        Our clients are globally diversified and include all segments of the economy (individuals through personal lines, mid-market companies and
large globally companies) and every industry in the economy in over 120 countries globally. This diversification of customer base provides
stability in different economic scenarios that may affect specific industries, customer segments or geographies.

        Over the last five years we have focused our portfolio on higher margin, capital light professional services businesses that have high
recurring revenue streams and strong free cash flow generation. Aon drives its capital decision making process around return on invested capital
(ROIC), firmly believing this methodology has a higher correlation than any other metric with shareholder value creation. This focus on return
on invested capital (ROIC), measured on a cash on cash basis, led to a number of significant portfolio changes: exiting the lower-margin, capital
intensive insurance underwriting businesses and investing in Benfield and Hewitt, substantial franchises to grow free cash flow over time.

�
In April 2008, we completed the sale of our Combined Insurance Company of America ("CICA") and Sterling Insurance
Company ("Sterling") subsidiaries, which represented the majority of the operations of our former Insurance Underwriting
segment.

�
In August 2009, we completed the sale of our remaining property and casualty insurance underwriting operations that were
in run-off. The results of all of these operations are reported in discontinued operations for all periods presented.

�
In November 2008, we expanded our Risk Solutions product offerings through the merger with Benfield Group Limited
("Benfield"), a leading independent reinsurance intermediary. Benfield products have been integrated with our existing
reinsurance products.

�
In October 2010, we completed the acquisition of Hewitt Associates, Inc. ("Hewitt"), one of the world's leading human
resource consulting and outsourcing companies. Hewitt operates globally together with Aon's existing consulting and
outsourcing operations under the newly created Aon Hewitt brand in our HR Solutions segment.

        Following the acquisitions of Benfield Group in 2008 and Hewitt Associates in 2010, the Company has successfully transformed the
portfolio towards higher-margin, capital light professional services
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businesses with 60% of revenues in Risk Solutions and 40% of total revenues in HR Solutions, resulting in high recurring revenue streams and
strong free cash flow generation characteristics.

        On January 13, 2012, we announced as an important part of our global growth strategy, our intention to change our jurisdiction of
incorporation from Delaware to the U.K. and move our corporate headquarters to London. The transaction requires a shareholder vote and upon
approval is expected to close in the second quarter of 2012. Moving our global headquarters to the U.K. is expected to enhance our focus on
growth, product and broking innovations at Aon Broking, talent development and financial flexibility. The transaction is expected to support our
strategy and is expected to deliver significant value to our shareholders.

BUSINESS SEGMENTS

Risk Solutions

        The Risk Solutions segment generated approximately 60% of our consolidated total revenues in 2011, and has approximately 32,000
employees worldwide. We provide risk and insurance brokerage and related services in this segment.

Principal Products and Services

        We operate in this segment through two similar transactional product lines: retail brokerage and reinsurance brokerage. In addition, a key
component of this business is our risk consulting services.

Retail brokerage encompasses our retail brokerage services, affinity products, managing general underwriting, placement, and captive
management services. The Americas' operations provide products and services to clients in North, Central and South America, the Caribbean,
and Bermuda. Our International operations in the United Kingdom; Europe, Middle East and Africa; and Asia Pacific offer similar products and
services to clients throughout the rest of the world.

        Our employees draw upon our global network of resources, industry-leading data and analytics, and specialized expertise to deliver value to
clients ranging from small and mid-sized businesses to multi-national corporations as well as individuals in need of personal coverage. We work
with clients to identify their business needs and help them assess and understand their total cost of risk. Once we have gained an understanding
of our clients' risk management needs, we are able to leverage our global network and implement a customized risk approach with local Aon
resources. The outcome is a comprehensive risk solution provided locally and personally. The Aon Client Promise® enables our colleagues
around the globe to describe, benchmark and price the value we deliver to clients in a unified approach, based on the ten most important criteria
that our clients believe are critical to managing their total cost of risk.

        Knowledge and foresight, unparalleled benchmarking and carrier knowledge are the qualities at the heart of our professional services
excellence. Delivering superior value to clients and differentiation from competitors will be driven through key Aon Broking initiatives, such as
the development of the Global Risk Insight Platform® ("GRIP") in 2010, which uniquely positions us to provide our clients and insurers with
additional market insight as well as new product offerings and facilities. GRIP helps insurers strengthen their value proposition to Aon clients by
providing them with cutting-edge analytics in preparation for renewal season and business planning consultation regarding strategy, definition of
risk appetite, and areas of focus. GRIP provides our clients with insights into market conditions, premium rates and best practices in program
design, across all industries and economic centers.

        As a retail broker, we serve as an advisor to clients and facilitate a wide spectrum of risk management solutions for property liability,
general liability, professional and directors' and officers' liability, workers' compensation, various healthcare products, as well as other
exposures. Our business is comprised of several specialty areas structured around specific product and industry needs.
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        We deliver specialized advice and services in such industries as technology, financial services, agribusiness, aviation, construction, health
care and energy, among others. Through our global affinity business, we provide products for professional liability, life, disability income and
personal lines for individuals, associations and businesses around the world.

        In addition, we are a major provider of risk consulting services, including captive management, that provide our clients with alternative
vehicles for managing risks that would be cost-prohibitive or unavailable in traditional insurance markets.

        Finally, our eSolutions products enable clients to manage risks, policies, claims and safety concerns efficiently through an integrated
technology platform.

Reinsurance brokerage offers sophisticated advisory services in program design and claim recoveries that enhance the risk/return
characteristics of insurance policy portfolios, improve capital utilization, and evaluate and mitigate catastrophic loss exposures worldwide. An
insurance or reinsurance company may seek reinsurance or other risk-transfer solutions on all or a portion of the risks it insures. To accomplish
this, our reinsurance brokerage services use dynamic financial analysis and capital market alternatives, such as transferring catastrophe risk
through securitization. Reinsurance brokerage also offers capital management transaction and advisory services.

        We act as a broker or intermediary for all classes of reinsurance. We place two main types of property and casualty reinsurance: treaty
reinsurance, which involves the transfer of a portfolio of risks, and facultative reinsurance, which entails the transfer of part or all of the
coverage provided by a single insurance policy. We also place specialty lines such as professional liability, workers' compensation, accident, life
and health.

        We also provide actuarial, enterprise risk management, catastrophe management and rating agency advisory services. We have developed
tools and models that help our clients understand the financial implications of natural and man-made catastrophes around the world. Aon
Benfield Securities provides global capital management transaction and advisory services for insurance and reinsurance clients. In this capacity,
Aon Benfield Securities is recognized as a leader in: (i) the structuring, underwriting and trading of insurance-linked securities; (ii) the
arrangement of financing for insurance and reinsurance companies, including Lloyd's syndicates; and (iii) providing advice on strategic and
capital alternatives, including mergers and acquisitions. Inpoint is a leading provider of consulting services to the insurance and reinsurance
industry, helping carriers improve their performance to achieve growth and profitability.

Compensation

        We generate revenues through commissions, fees from clients, and compensation from insurance and reinsurance companies for services
we provide to them. Commission rates and fees vary depending upon several factors, which may include the amount of premium, the type of
insurance or reinsurance coverage provided, the particular services provided to a client, insurer or reinsurer, and the capacity in which we act.
Payment terms are consistent with current industry practice.

        We typically hold funds on behalf of clients as a result of premiums received from clients and claims due to clients that are in transit from
insurers. These funds held on behalf of clients are generally invested in interest-bearing premium trust accounts and can fluctuate significantly
depending on when we collect cash from our clients and when premiums are remitted to the insurance carriers. We earn interest on these
accounts; however, the principal is segregated and not available for general operating purposes.

Competition

        The Risk Solutions business is highly competitive, and we compete primarily with two other global insurance brokers, Marsh & McLennan
Companies, Inc. and Willis Group Holdings Ltd., in addition to
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numerous specialists, regional and local firms in almost every area of our business. We also compete with insurance and reinsurance companies
that market and service their insurance products without the assistance of brokers or agents; and with other businesses that do not fall into the
categories above, including commercial and investment banks, accounting firms, and consultants that provide risk-related services and products.

Seasonality

        The Risk Solutions segment typically experiences higher revenues in the first and fourth calendar quarters of each year, primarily due to the
timing of policy renewals.

HR Solutions

        The HR Solutions segment generated approximately 40% of our consolidated total revenues in 2011. With the acquisition of Hewitt in
October 2010, this segment now has approximately 30,000 employees worldwide with operations in the U.S., Canada, the U.K., Europe, South
Africa, Latin America, and the Asia Pacific region.

Principal Products and Services

        We provide products and services in this segment primarily under the Aon Hewitt brand, which was formed following the acquisition of
Hewitt.

        Aon Hewitt works to maximize the value of clients' human resources spending, increase employee productivity, and improve employee
performance. Our approach addresses a trend towards more diverse workforces (demographics, nationalities, cultures and work/lifestyle
preferences) that require more choices and flexibility among employers � so that they can provide benefit options suited to individual needs.

        We work with our clients to identify options in human resource outsourcing and process improvements. The primary areas where
companies choose to use outsourcing services include benefits administration, core human resource processes, workforce and talent
management.

        Aon Hewitt offers a broad range of human capital services in the following practice areas:

Health and Benefits advises clients about structuring, funding, and administering employee benefit programs, which attract, retain, and
motivate employees. Benefits consulting and brokerage includes health and welfare, executive benefits, workforce strategies and productivity,
absence management, data-driven health, compliance, employee commitment, and elective benefits services. Effective January 1, 2012, the
Health and Benefits consulting business will move from the HR Solutions segment to the Risk Solutions segment. The move will allow the
business to benefit from a broader global distribution channel and to promote our deep health and benefits capabilities in data and analytics with
clients and insurance carriers.

Retirement specializes in providing global actuarial services, defined contribution consulting, investment consulting, tax and ERISA
consulting, and pension administration.

Compensation focuses on compensation advisory/counsel including: compensation planning design, executive reward strategies, salary
survey and benchmarking, market share studies and sales force effectiveness assessments, with special expertise in the financial services and
technology industries.

Strategic Human Capital delivers advice to complex global organizations on talent, change and organizational effectiveness issues,
including talent strategy and acquisition, executive on-boarding, performance management, leadership assessment and development,
communication strategy, workforce training and change management.

Benefits Administration applies our HR expertise primarily through defined benefit (pension), defined contribution (401(k)), and health and
welfare administrative services. Our model replaces the
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resource-intensive processes once required to administer benefit plans with more efficient, effective, and less costly solutions. In addition, we
are building and operating health care exchanges that provide employers with a cost effective alternative to traditional employee and retiree
healthcare, while helping individuals select the insurance that best meets their needs.

Human Resource Business Process Outsourcing ("HR BPO") provides market-leading solutions to manage employee data; administer
benefits, payroll and other human resources processes; and record and manage talent, workforce and other core HR process transactions as well
as other complementary services such as absence management, flexible spending, dependent audit and participant advocacy.

Compensation

        Revenues are principally derived from fees paid by clients for advice and services. In addition, insurance companies pay us commissions
for placing individual and group insurance contracts, primarily life, health and accident coverages, and pay us fees for consulting and other
services that we provide to them. Payment terms are consistent with current industry practice.

Competition

        Our HR Solutions business faces strong competition from other worldwide and national consulting companies, as well as regional and local
firms. Competitors include independent consulting firms and consulting organizations affiliated with accounting, information systems,
technology, and financial services firms, large financial institutions, and pure play outsourcers. Some of our competitors provide administrative
or consulting services as an adjunct to other primary services. We believe that we are one of the leading providers of human capital services in
the world.

Seasonality

        Due to buying patterns in the markets we serve, revenues tend to be slightly higher in the fourth quarter.

Licensing and Regulation

        Our business activities are subject to licensing requirements and extensive regulation under U.S. federal and state laws, as well as the laws
of other countries in which we operate. See the discussion contained in the "Risk Factors" section in Part I, Item 1A of this report for
information regarding how actions by regulatory authorities or changes in legislation and regulation in the jurisdictions in which we operate may
have an adverse effect on our business.

Risk Solutions

        Regulatory authorities in the states or countries in which the operating subsidiaries of our Risk Solutions segment conduct business may
require individual or company licensing to act as producers, brokers, agents, third party administrators, managing general agents, reinsurance
intermediaries, or adjusters.

        Under the laws of most states in the U.S. and most foreign countries, regulatory authorities have relatively broad discretion with respect to
granting, renewing and revoking producers', brokers' and agents' licenses to transact business in the state or country. The operating terms may
vary according to the licensing requirements of the particular state or country, which may require, among other things that a firm operates in the
state or country through a local corporation. In a few states and countries, licenses may be issued only to individual residents or locally owned
business entities. In such cases, our subsidiaries either have such licenses or have arrangements with residents or business entities licensed to act
in the state or country.
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        Our subsidiaries must comply with laws and regulations of the jurisdictions in which they do business. These laws and regulations are
enforced by federal and state agencies in the U.S., by the Financial Services Authority ("FSA") in the U.K., and by various regulatory agencies
and other supervisory authorities in other countries through the granting and revoking of licenses to do business, licensing of agents, monitoring
of trade practices, policy form approval, limits on commission rates, and mandatory remuneration disclosure requirements.

        Insurance authorities in the U.S. and certain other jurisdictions in which our subsidiaries operate, including the FSA in the U.K., also have
enacted laws and regulations governing the investment of funds, such as premiums and claims proceeds, held in a fiduciary capacity for others.
These laws and regulations generally require the segregation of these fiduciary funds and limit the types of investments that may be made with
them.

        Further, certain of our business activities within the Risk Solutions segment are governed by other regulatory bodies, including investment,
securities and futures licensing authorities. In the U.S., we use Aon Benfield Securities, Inc., a U.S.-registered broker-dealer and investment
advisor, member of the Financial Industry Regulatory Authority and Securities Investor Protection Corporation ("FINRA" and "SIPC"), and an
indirect, wholly owned subsidiary of Aon, for capital management transaction and advisory services and other broker-dealer activities.

HR Solutions

        Certain of the retirement-related consulting services provided by Aon Hewitt and its subsidiaries and affiliates are subject to the pension
and financial laws and regulations of applicable jurisdictions, including oversight and/or supervision by the Securities and Exchange
Commission ("SEC") in the U.S., the FSA in the U.K., and regulators in other countries. Aon Hewitt subsidiaries that provide investment
advisory services are regulated by various U.S. federal authorities including the SEC and FINRA, as well as authorities on the state level. In
addition, other services provided by Aon Hewitt and its subsidiaries and affiliates, such as trustee services, and retirement and employee benefit
program administrative services, are subject in various jurisdictions to pension, investment, and securities and/or insurance laws and regulations
and/or supervision by national regulators.

Clientele

        Our clients operate in many businesses and industries throughout the world. No one client accounted for more than 1% of our consolidated
total revenues in 2011. Additionally, we place insurance with many insurance carriers, none of which individually accounted for more than 10%
of the total premiums we placed on behalf of our clients in 2011.

Segmentation of Activity by Type of Service and Geographic Area of Operation

        Financial information relating to the types of services provided by us and the geographic areas of our operations is incorporated herein by
reference to Note 18 "Segment Information" of the Notes to Consolidated Financial Statements in Part II, Item 8 of this report.

Employees

        At December 31, 2011, we employed approximately 62,000 employees, of which approximately 33,000 worked in the U.S.

Information Concerning Forward-Looking Statements

        This report contains certain statements related to future results, or states our intentions, beliefs and expectations or predictions for the future
which are forward-looking statements as that term is defined in the Private Securities Litigation Reform Act of 1995. Forward-looking
statements relate to
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expectations or forecasts of future events. They use words such as "anticipate," "believe," "estimate," "expect," "forecast," "project," "intend,"
"plan," "potential," and other similar terms, and future or conditional tense verbs like "could," "may," "might," "should," "will" and "would."
You can also identify forward-looking statements by the fact that they do not relate strictly to historical or current facts. For example, we may
use forward-looking statements when addressing topics such as: market and industry conditions, including competitive and pricing trends;
changes in our business strategies and methods of generating revenue; the development and performance of our services and products; changes
in the composition or level of our revenues; our cost structure and the outcome of cost-saving or restructuring initiatives; the outcome of
contingencies; dividend policy; the expected impact of acquisitions and dispositions; pension obligations; cash flow and liquidity; future actions
by regulators; and the impact of changes in accounting rules. These forward-looking statements are subject to certain risks and uncertainties that
could cause actual results to differ materially from either historical or anticipated results depending on a variety of factors. Potential factors that
could impact results include:

�
general economic conditions in different countries in which Aon does business around the world;

�
changes in the competitive environment;

�
changes in global equity and fixed income markets that could influence the return on invested assets;

�
changes in the funding status of our various defined benefit pension plans and the impact of any increased pension funding
resulting from those changes;

�
rating agency actions that could affect our ability to borrow funds;

�
fluctuations in exchange and interest rates that could impact revenue and expense;

�
the impact of class actions and individual lawsuits including client class actions, securities class actions, derivative actions
and ERISA class actions;

�
the impact of any investigations brought by regulatory authorities in the U.S., U.K. and other countries;

�
the cost of resolution of other contingent liabilities and loss contingencies, including potential liabilities arising from errors
and omission claims against us;

�
failure to retain and attract qualified personnel;

�
the impact of, and potential challenges in complying with, legislation and regulation in the jurisdictions in which we operate,
particularly given the global scope of our business and the possibility of conflicting regulatory requirements across
jurisdictions in which we do business;

�
the extent to which we retain existing clients and attract new businesses and our ability to incentivize and retain key
employees;

�
the extent to which we manage certain risks created in connection with the various services, including fiduciary and advisory
services, among others, that we currently provide, or will provide in the future, to clients;

�
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the planned change in global headquarters and jurisdiction of incorporation , or the "reorganization," may not be approved
by our stockholders;

�
changes in circumstances beyond our control, including changes in foreign or domestic laws, regulatory actions, orders or
rulings by foreign or domestic governmental entities, our possible removal from the S&P 500 stock index and the possibility
that the Class A Ordinary Shares of Aon's U.K. successor will not be eligible for acceptance by the Depository Trust
Company ("DTC") may effectively preclude us from completing the reorganization or reduce or eliminate the benefits Aon
expects to achieve from the reorganization;

8

Edgar Filing: AON CORP - Form 10-K

11



�
the possibility that the expected efficiencies and cost savings from the acquisition of Hewitt will not be realized, or will not
be realized within the expected time period;

�
the risk that the Hewitt businesses will not be integrated successfully;

�
our ability to implement restructuring initiatives and other initiatives intended to yield cost savings, and the ability to achieve
those cost savings;

�
changes in commercial property and casualty markets and commercial premium rates that could impact revenues;

�
the potential of a system or network disruption resulting in operational interruption or improper disclosure of personal data;

�
any inquiries relating to compliance with the U.S. Foreign Corrupt Practices Act ("FCPA") and non-U.S. anti-corruption
laws; and

�
changes in costs or assumptions associated with our HR Solutions' outsourcing and consulting arrangements that affect the
profitability of these arrangements.

        Any or all of our forward-looking statements may turn out to be inaccurate, and there are no guarantees about our performance. The factors
identified above are not exhaustive. Aon and its subsidiaries operate in a dynamic business environment in which new risks may emerge
frequently. Accordingly, readers should not place undue reliance on forward-looking statements, which speak only as of the dates on which they
are made. We are under no obligation (and expressly disclaim any obligation) to update or alter any forward-looking statement that we may
make from time to time, whether as a result of new information, future events or otherwise. Further information about factors that could
materially affect Aon, including our results of operations and financial condition, is contained in the "Risk Factors" section in Part I, Item 1A of
this report.

Website Access to Reports and Other Information

        Our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and all amendments to those reports are
made available free of charge through our website (http://www.aon.com) as soon as practicable after such material is electronically filed with or
furnished to the SEC. Also posted on our website are the charters for our Audit, Compliance, Organization and Compensation,
Governance/Nominating and Finance Committees, our Governance Guidelines, our Code of Conduct and our Code of Ethics for Senior
Financial Officers. Within the time period required by the SEC and the New York Stock Exchange ("NYSE"), we will post on our website any
amendment to or waiver of the Code of Ethics for Senior Financial Officers, as well as any amendment to the Code of Conduct or waiver thereto
applicable to any executive officer or director. The information provided on our website is not part of this report and is therefore not
incorporated herein by reference.

 Item 1A.    Risk Factors.

        The risk factors set forth below reflect certain risks associated with existing and potential lines of business and contain "forward-looking
statements" as discussed in the "Business" Section of Part I, Item 1 of this report. Readers should consider them in addition to the other
information contained in this report as our business, financial condition or results of operations could be adversely affected if any of these risks
actually occur.

        The following are certain risks related to our businesses specifically and the industries in which we operate generally that could adversely
affect our business, financial condition and results of operations and cause our actual results to differ materially from those stated in the
forward-looking statements in this document and elsewhere. These risks are not presented in order of importance or probability of occurrence.
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Risks relating to the Company generally

Competitive Risks

An overall decline in economic activity could have a material adverse effect on the financial condition and results of operations of
each of our business lines.

        The demand for property and casualty insurance generally rises as the overall level of economic activity increases and generally falls as
such activity decreases, affecting both the commissions and fees generated by our Risk Solutions business. The economic activity that impacts
property and casualty insurance is described as exposure units, and is most closely correlated with employment levels, corporate revenue and
asset values. A growing number of insolvencies associated with an economic downturn, especially insolvencies in the insurance industry, could
adversely affect our brokerage business through the loss of clients, by hampering our ability to place insurance and reinsurance business or by
exposing us to error and omissions claims ("E&O claims").

        The results of our HR Solutions businesses are generally affected by the level of business activity of our clients, which in turn is affected by
the level of economic activity in the industries and markets these clients serve. Economic downturns in some markets may cause reductions in
technology and discretionary spending by our clients, which may result in reductions in the growth of new business as well as reductions in
existing business. If our clients become financially less stable, enter bankruptcy or liquidate their operations, our revenues and/or collectibility of
receivables could be adversely affected. In addition, our revenues from many of our outsourcing contracts depend upon the number of our
clients' employees or the number of participants in our clients' employee benefit plans and could be adversely affected by layoffs. We may also
experience decreased demand for our services as a result of postponed or terminated outsourcing of human resources functions or reductions in
the size of our clients' workforce. Reduced demand for our services could increase price competition. Some portion of our services may be
considered by our clients to be more discretionary in nature and thus, demand for these services may be impacted by reductions in economic
activity.

We face significant competitive pressures in each of our businesses.

        We believe that competition in our Risk Solutions segment is based on service, product features, price, commission structure, financial
strength and name recognition. In particular, we compete with a large number of national, regional and local insurance companies and other
financial services providers and brokers.

        Our HR Solutions segment competes with a large number of independent firms and consulting organizations affiliated with accounting,
information systems, technology and financial services firms around the world. Many of our competitors in this area are expanding the services
they offer in an attempt to gain additional business. Additionally, some competitors have established, and are likely to continue to establish,
cooperative relationships among themselves or with third parties to increase their ability to address client needs.

        Competitors in each of our lines of business may have greater financial, technical and marketing resources, larger customer bases, greater
name recognition, stronger international presence and more established relationships with their customers and suppliers than we have. In
addition, new competitors, alliances among competitors or mergers of competitors could emerge and gain significant market share, and some of
our competitors may have or may develop a lower cost structure, adopt more aggressive pricing policies or provide services that gain greater
market acceptance than the services that we offer or develop. Large and well-capitalized competitors may be able to respond to the need for
technological changes faster, price their services more aggressively, compete for skilled professionals, finance acquisitions, fund internal growth
and compete for market share more effectively than we do. In order to respond to increased competition and pricing pressure, we may have to
lower our rates, which could have an adverse effect on our revenues and profit margin.
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Financial Risks

Our pension obligations could adversely affect our stockholders' equity, net income, cash flow and liquidity.

        To the extent that the pension obligations associated with our major plans continue to exceed the fair value of the assets supporting those
obligations, our financial position and results of operations may be adversely affected. In certain previous years, there have been declines in
interest rates. As a result of lower interest rates and investment returns, the present value of plan liabilities increased faster than the value of plan
assets, resulting in higher unfunded positions in several of our major pension plans.

        We currently plan to contribute approximately $541 million to our major pension plans in 2012, although we may elect to contribute more.
Total cash contributions to these pension plans in 2011 were $477 million, which was an increase of $189 million when compared to 2010.

        The significance of our worldwide pension plans means that our pension expense is comparatively sensitive to various market factors.
These factors include equity and bond market returns, the assumed interest rates we use to discount our pension liabilities, foreign exchange
rates, rates of inflation, mortality assumptions, potential regulatory and legal changes and counterparty exposure from various investments and
derivative contracts, including annuities. Variations in any of these factors could cause significant changes to our financial position and results of
operations from year to year.

        The periodic revision of pension assumptions can materially change the present value of expected future benefits, and therefore the funded
status of the plans and resulting net periodic pension expense. Changes in our pension benefit obligations and the related net periodic pension
expense or credits may occur in the future due to any variance of actual results from our assumptions. As a result, there can be no assurance that
we will not experience future changes in the funded status of our plans, stockholders' equity, net income, cash flow and liquidity or that we will
not be required to make additional cash contributions in the future beyond those that have been estimated.

We have debt outstanding that could adversely affect our financial flexibility.

        As of December 31, 2011, we had total consolidated debt outstanding of approximately $4.5 billion. The level of debt outstanding each
period could adversely affect our financial flexibility. We also bear risk at the time debt matures.

        We incurred $2.5 billion of debt to finance the cash portion of the consideration to acquire Hewitt and to refinance Hewitt debt obligations.
We refinanced a portion of that debt in 2011. The financial and other covenants to which we have agreed in connection with the incurrence of
such debt, and our increased indebtedness and higher debt-to-equity ratio in comparison to recent historical levels may have the effect, among
other things, of reducing our flexibility to respond to changing business and economic conditions, thereby placing us at a relative disadvantage
compared to competitors that have less indebtedness and making us more vulnerable to general adverse economic and industry conditions. The
increased indebtedness will also increase borrowing costs and the covenants pertaining thereto may also limit our ability to obtain additional
financing to fund working capital, capital expenditures, additional acquisitions or general corporate requirements. We will also be required to
dedicate a larger portion of our cash flow from operations to payments on our indebtedness, thereby reducing the availability of our cash flow
for other purposes, including working capital, dividends to shareholders, share repurchases, acquisitions, capital expenditures and general
corporate purposes.

        We have two primary committed credit facilities outstanding, one for our U.S. operations, the other for our European operations. The U.S.
facility totals $400 million and matures in December 2012. It is intended as a back-up against commercial paper or to address capital needs in
times of extreme liquidity pressure. The Euro facility totals €650 million ($849 million based on exchange rates
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at December 31, 2011) and matures in October 2015. It is intended to be used as a revolving working capital line, if necessary, for our European
operations. At December 31, 2011, we had no borrowings under either of these credit facilities. Both facilities require certain representations and
warranties to be made before drawing and both have similar financial covenants. At December 31, 2011, we could make all representations and
warranties and were in compliance with all financial covenants.

        Our ability to make interest and principal payments, to refinance our debt obligations and to fund planned capital expenditures will depend
on our ability to generate cash from operations. This, to a certain extent, is subject to general economic, financial, competitive, legislative,
regulatory and other factors that are beyond our control.

        If we cannot service our indebtedness, we may have to take actions such as selling assets, seeking additional equity or reducing or delaying
capital expenditures, strategic acquisitions, investments and alliances, any of which could impede the implementation of our business strategy or
prevent us from entering into transactions that would otherwise benefit our business. Additionally, we may not be able to effect such actions, if
necessary, on commercially reasonable terms, or at all. We may not be able to refinance any of our indebtedness on commercially reasonable
terms, or at all.

A decline in the credit ratings of our senior debt and commercial paper may adversely affect our borrowing costs, access to capital,
and financial flexibility.

        A downgrade in the credit ratings of our senior debt and commercial paper could increase our borrowing costs, reduce or eliminate our
access to capital, and reduce our financial flexibility. Our senior debt ratings at December 31, 2011 were BBB+ with a stable outlook
(Standard & Poor's and Fitch, Inc.) and Baa2 with a stable outlook (Moody's Investor Services). Our commercial paper ratings were A-2 (S&P),
F-2 (Fitch) and P-2 (Moody's).

Changes in interest rates and deterioration of credit quality could reduce the value of our cash balances and investment portfolios and
adversely affect our financial condition or results.

        Operating funds available for corporate use and funds held on behalf of clients and insurers were $1.1 billion and $4.2 billion, respectively,
at December 31, 2011. These funds are reported in Cash and cash equivalents, Short-term investments, and Fiduciary assets. We also carry an
investment portfolio of other long-term investments. As of December 31, 2011, these long-term investments had a carrying value of
$239 million. Changes in interest rates and counterparty credit quality, including default, could reduce the value of these funds and investments,
thereby adversely affecting our financial condition or results. For example, changes in domestic and international interest rates directly affect our
income from cash balances and short-term investments. Similarly, general economic conditions, stock market conditions, financial stability of
the investees and other factors beyond our control affect the value of our long-term investments. We assess our portfolio for
other-than-temporary impairments. For investments in which the fair value is less than the carrying value and the impairment is deemed to be
other-than-temporary, we recognize a loss in the Consolidated Statement of Income.

We are exposed to fluctuations in currency exchange rates that could negatively impact our financial results and cash flows.

        Because a significant portion of our business is conducted outside the United States, we face exposure to adverse movements in foreign
currency exchange rates. These exposures may change over time, and they could have a material adverse impact on our financial results and cash
flows. Our four largest exposures are the British Pound, Euro, Australian Dollar and Canadian Dollar. Historically, more than half of our
operating income has been non-U.S. Dollar denominated, therefore, a weaker U.S. Dollar versus the British Pound, Euro, Australian Dollar and
Canadian Dollar, would produce more profitable results in our consolidated financial statements. We also face transactional exposure between
the U.S. Dollar revenue and British Pound expense. In the U.K., part of our revenue is denominated in U.S. Dollars, although our operating
expenses are denominated in British Pounds.
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Therefore, a stronger U.S. Dollar versus the British Pound would produce more profitable results in our consolidated financial statements.
Additionally, we have exposures to emerging market currencies, which can have significant currency volatility. An increase in the value of the
U.S. Dollar relative to foreign currencies could increase the cost to our customers in foreign markets where we receive our revenue in U.S.
Dollars, and a weakened U.S. Dollar could potentially affect demand for our services.

        Although we use various derivative financial instruments to help protect against adverse foreign exchange rate fluctuations, we cannot
eliminate such risks, and changes in exchange rates may adversely affect our results.

We may not realize all of the expected benefits from our restructuring plans.

        We announced a global restructuring plan in connection with our acquisition of Benfield in 2008 (the "Aon Benfield Plan"). The
restructuring plan intended to integrate and streamline operations and was closed in January 2012. The Aon Benfield Plan includes
approximately 800 job eliminations, the closing or consolidation of several offices, asset impairments and other expenses necessary to
implement these initiatives. As of December 31, 2011, approximately 785 jobs have been eliminated under this plan and $153 million of charges
have been recognized in our Consolidated Statements of Income. We anticipate that our annualized savings from the Aon Benfield Plan will be
approximately $144 million in 2012. We cannot assure that we will achieve the targeted savings.

        In 2010, after completion of the acquisition of Hewitt, we announced a global restructuring plan (the "Aon Hewitt Plan"). The Aon Hewitt
Plan, which will continue into 2013, is intended to streamline operations across the combined organization. The Aon Hewitt Plan is expected to
result in cumulative costs of approximately $325 million through the end of the plan, all of which will be included in our Consolidated
Statements of Income, primarily encompassing workforce reduction and real estate rationalization costs. The total estimated cost of $325 million
consists of approximately $180 million in employee termination costs and approximately $145 million in real estate rationalization costs. An
estimated 1,500 to 1,800 positions globally, predominantly non-client facing, are expected to be eliminated as part of the Aon Hewitt Plan. As of
December 31, 2011, approximately 1,080 jobs have been eliminated under this plan and $157 million of charges have been recognized in our
Consolidated Statements of Income.

        We expect to achieve total annual savings of $355 million in 2013, including approximately $280 million of annual savings related to the
Aon Hewitt Plan, and additional savings in areas such as information technology, procurement and public company costs. Actual total savings,
costs and timing may vary materially from those estimated due to changes in the scope or assumptions underlying the restructuring plan. We
therefore cannot assure that we will achieve the targeted savings.

The global nature of our business and the resolution of tax disputes could create volatility in our effective tax rate, could expose us to
greater than anticipated tax liabilities and could cause us to adjust previously recognized tax assets and liabilities.

        We are subject to income taxes in the U.S. and many foreign jurisdictions. As a result, our effective tax rate from period to period can be
affected by many factors, including changes in tax legislation, our global mix of earnings, the tax characteristics of our income, the transfer
pricing of revenues and costs, acquisitions and dispositions, and the portion of the income of foreign subsidiaries that we expect to remit to the
U.S. Significant judgment is required in determining our worldwide provision for income taxes. It is complex to comply with a wide variety of
foreign laws and regulations administered by foreign governmental agencies, some of which may conflict with the U.S. or other foreign law. Our
determination of our tax liability is always subject to review by applicable tax authorities. Favorable resolution of such matters would typically
be recognized as a reduction in our effective tax rate in the year of resolution. Conversely, unfavorable resolution of any particular issue could
increase the effective tax rate and may require the use of cash in the year of resolution. Such an
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adverse outcome could have a negative effect on our operating results and financial condition. Although we believe our estimates are reasonable,
the ultimate tax outcome may differ from the amounts recorded in our Consolidated Financial Statements and may materially affect our financial
results in the period or periods for which such determination is made. While historically we have not experienced significant adjustments to
previously recognized tax assets and liabilities as a result of finalizing tax returns, there can be no assurance that significant adjustments will not
arise.

Changes in our accounting estimates and assumptions could negatively affect our financial position and results of operations.

        We prepare our financial statements in accordance with U.S. GAAP. These accounting principles require us to make estimates and
assumptions that affect the reported amounts of assets and liabilities, and the disclosure of contingent assets and liabilities at the date of our
financial statements. We are also required to make certain judgments that affect the reported amounts of revenues and expenses during each
reporting period. We periodically evaluate our estimates and assumptions including, but not limited to, those relating to restructuring, pensions,
recoverability of assets including customer receivables, contingencies, share-based payments and income taxes. We base our estimates on
historical experience and various assumptions that we believe to be reasonable based on specific circumstances. Actual results could differ from
these estimates, which could materially affect the Consolidated Statements of Income, Financial Position, Stockholders' Equity and Cash Flows.
Changes in accounting standards could also have an adverse impact on our future Consolidated Financial Statements.

We may be required to record goodwill or other long-lived asset impairment charges, which could result in a significant charge to
earnings.

        Under generally accepted accounting principles, we review our long-lived assets for impairment when events or changes in circumstances
indicate the carrying value may not be recoverable. Goodwill is assessed for impairment at least annually. Factors that may be considered in
assessing whether goodwill or intangible assets may not be recoverable include a decline in our stock price or market capitalization, reduced
estimates of future cash flows and slower growth rates in our industry. There can be no assurances that goodwill or other long-lived asset
impairment charges will not be required in the future, which could materially impact our Consolidated Financial Statements.

We are a holding company and, therefore, may not be able to receive dividends in needed amounts from our subsidiaries.

        Our principal assets are the shares of capital stock of our subsidiaries. We rely on dividends from these subsidiaries to meet our obligations
for paying principal and interest on outstanding debt obligations and for paying dividends to stockholders and corporate expenses. While our
principal subsidiaries currently are not limited by material contractual restrictions on their abilities to pay cash dividends or to make other
distributions with respect to their capital stock to us, certain of our subsidiaries are subject to regulatory requirements of the jurisdictions in
which they operate. These regulatory restrictions may limit the amounts that these subsidiaries can pay in dividends or advance to us. No
assurance can be given that there will not be further regulatory actions restricting the ability of our subsidiaries to pay dividends. In addition, due
to differences in tax rates, repatriation of funds from certain countries into the U.S. could have unfavorable tax ramifications for us.

Legal and Regulatory Risks

We are subject to a number of contingencies and legal proceedings which, if determined unfavorably to us, could adversely affect our
financial results.

        We are subject to numerous claims, tax assessments, lawsuits and proceedings that arise in the ordinary course of business, which
frequently include E&O claims. The damages claimed in these matters are or may be substantial, including, in many instances, claims for
punitive, treble or
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extraordinary damages. We have historically purchased, and continue to purchase insurance to cover E&O claims and other insurance to provide
protection against certain losses that arise in such matters. However, we have exhausted or materially depleted our coverage under some of the
policies that protect us for certain years and, consequently, are self-insured or materially self-insured for some historical claims. Accruals for
these exposures, and related insurance receivables, when applicable, have been provided to the extent that losses are deemed probable and are
reasonably estimable. These accruals and receivables are adjusted from time to time as developments warrant, and may also be adversely
affected by disputes we may have with our insurers over coverage. Amounts related to settlement provisions are recorded in Other general
expenses in the Consolidated Statements of Income. Discussion of some of these claims, lawsuits, and proceedings are contained in the Notes to
the Consolidated Financial Statements.

        The ultimate outcome of these claims, lawsuits and proceedings cannot be ascertained, and liabilities in indeterminate amounts may be
imposed on us. It is possible that future Statements of Financial Position, results of operations or cash flows for any particular quarterly or
annual period could be materially affected by an unfavorable resolution of these matters.

        From time to time, our clients may bring claims and take legal action pertaining to the performance of fiduciary responsibilities. Whether
client claims and legal action related to our performance of fiduciary responsibilities are founded or unfounded, if such claims and legal actions
are resolved in a manner unfavorable to us, they may adversely affect our financial results and materially impair our market perception and that
of our products and services.

        In addition, we provide a variety of guarantees and indemnifications to our customers and others. The maximum potential amount of future
payments represents the notional amounts that could become payable under the guarantees and indemnifications if there were a total default by
the guaranteed parties, without consideration of possible recoveries under recourse provisions or other methods. These amounts may bear no
relationship to the expected future payments, if any, for these guarantees and indemnifications. Any anticipated amounts that are deemed to be
probable and reasonably estimable are included in our Consolidated Financial Statements.

We are subject to E&O claims against us, some of which, if determined unfavorably to us, could have a material adverse effect on the
results of operations of a business line or the Company as a whole.

        We assist our clients with various matters, including placing of insurance coverage or employee benefit plans and handling related claims,
consulting on various human resources matters, and outsourcing various human resources functions. E&O claims against us may allege our
potential liability for all or part of the amounts in question. E&O claims could include, for example, the failure of our employees or sub agents,
whether negligently or intentionally, to place coverage correctly or notify carriers of claims on behalf of clients or to provide insurance carriers
with complete and accurate information relating to the risks being insured, the failure to give error-free advice in our human resources consulting
business or the failure to correctly execute transactions in the human resources outsourcing business. It is not always possible to prevent and
detect errors and omissions, and the precautions we take may not be effective in all cases. In addition, E&O claims may seek damages, including
punitive damages, in amounts that could, if awarded, have a material adverse impact on the Company's financial position, earnings, and cash
flows. In addition to potential liability for monetary damages, such claims or outcomes could harm our reputation or divert management
resources away from operating our business. In recent years, we have assumed increasing levels of self-insurance for potential E&O claim
exposures. We use case level reviews by inside and outside counsel to establish loss reserves in accordance with applicable accounting
standards. These reserves are reviewed quarterly and adjusted as developments warrant. Nevertheless, given the unpredictability of E&O claims
and of litigation, it is possible that an adverse outcome in a particular matter could have a material adverse effect on our results of operations or
cash flows in a particular quarterly or annual period.
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Our businesses are subject to extensive governmental regulation, which could reduce our profitability, limit our growth, or increase
competition.

        Our businesses are subject to extensive federal, state and foreign governmental regulation and supervision, which could reduce our
profitability or limit our growth by increasing the costs of regulatory compliance, limiting or restricting the products or services we sell or the
methods by which we sell our products and services, or subjecting our businesses to the possibility of regulatory actions or proceedings.

        With respect to our Risk Solutions segment, this supervision generally includes the licensing of insurance brokers and agents and third
party administrators and the regulation of the handling and investment of client funds held in a fiduciary capacity. Our continuing ability to
provide insurance brokering and third party administration in the jurisdictions in which we currently operate depends on our compliance with the
rules and regulations promulgated from time to time by the regulatory authorities in each of these jurisdictions. Also, we can be affected
indirectly by the governmental regulation and supervision of insurance companies. For instance, if we are providing or managing general
underwriting services for an insurer, we may have to contend with regulations affecting our client. Further, regulation affecting the insurance
companies with whom our brokers place business can affect how we conduct those operations.

        Although the federal government does not directly regulate the insurance industry, federal legislation and administrative policies in several
areas, including employee benefit plan regulation, Medicare, age, race, disability and sex discrimination, investment company regulation,
financial services regulation, securities laws and federal taxation, and the Foreign Corrupt Practices Act ("FCPA"), do affect the insurance
industry generally. For instance, several laws and regulations adopted by the federal government, including the Gramm Leach Bliley Act and the
Health Insurance Portability and Accountability Act of 1996, have created additional administrative and compliance requirements for us.

        The areas in which we provide outsourcing and consulting services are also the subject of government regulation, which is constantly
evolving. Changes in government regulations in the United States affecting the value, use or delivery of benefits and human resources programs,
including changes in regulations relating to health and welfare (such as medical) plans, defined contribution (such as 401(k)) plans, defined
benefit (such as pension) plans or payroll delivery, may adversely affect the demand for, or profitability of, our services. Recently, we have seen
regulatory initiatives result in companies either discontinuing their defined benefit programs or de-emphasizing the importance such programs
play in the overall mix of their benefit programs with a trend toward increased use of defined contribution plans. If organizations discontinue or
de-emphasize defined benefit plans more rapidly than we anticipate, the results of our business could be adversely affected.

        In March 2010, the U.S. government enacted health care reform legislation that will impact how our clients offer health care to their
employees. If we are unable to adapt our services to changes resulting from these laws and any subsequent regulations, our ability to grow our
business or to provide effective services, particularly in the HR Solutions segment, could be negatively impacted. Furthermore, if our clients
reduce the role or extent of employer-sponsored health care in response to the newly enacted legislation, our results of operations could be
adversely impacted.

        With respect to our international operations, we are subject to various regulations relating to, among other things, licensing, currency,
policy language and terms, reserves and the amount of local investment. These various regulations also add to our cost of doing business through
increased compliance expenses and increased training and employee expenses. In connection with our proposed reorganization under a newly
formed holding company incorporated in the U.K. for example, we may incur increased costs from complying with additional local regulations
and requirements such as those arising under the U.K. Companies Act. Furthermore, the loss of a license in a particular jurisdiction could restrict
or eliminate our ability to conduct business in that jurisdiction.
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        In all jurisdictions, the applicable laws and regulations are subject to amendment or interpretation by regulatory authorities. Generally, such
authorities are vested with relatively broad discretion to grant, renew and revoke licenses and approvals and to implement regulations.
Accordingly, we may be precluded or temporarily suspended from carrying on some or all of our activities or otherwise fined or penalized in a
given jurisdiction. No assurances can be given that our business can continue to be conducted in any given jurisdiction as it has been conducted
in the past.

        In addition, new regulatory or industry developments could create an increase in competition that could adversely affect us. These
developments include:

�
the selling of insurance by insurance companies directly to insureds;

�
changes in our business compensation model as a result of regulatory actions or changes;

�
the establishment of programs in which state-sponsored entities provide property insurance in catastrophe prone areas or
other alternative types of coverage;

�
changes in regulations relating to health and welfare plans, defined contribution plans or defined benefit plans; or

�
additional regulations promulgated by the FSA in the U.K., or other regulatory bodies in jurisdictions in which we operate.

        Changes in the regulatory scheme, or even changes in how existing regulations are interpreted, could have an adverse impact on our results
of operations by limiting revenue streams or increasing costs of compliance. Likewise, increased government involvement in the insurance or
reinsurance markets could curtail or replace our opportunities and negatively affect our results of operations and financial condition.

Operational and commercial risks

Our success depends on our ability to retain and attract experienced and qualified personnel, including our senior management team
and other professional personnel.

        We depend, in material part, upon the members of our senior management team who possess extensive knowledge and a deep
understanding of our business and our strategy. The unexpected loss of services of any of our senior executive officers could have a disruptive
effect adversely impacting our ability to manage our business effectively and execute our business strategy. Competition for experienced
professional personnel is intense, and we are constantly working to retain and attract these professionals. If we cannot successfully do so, our
business, operating results and financial condition could be adversely affected.

Our significant global operations expose us to various international risks that could adversely affect our business.

        A significant portion of our operations are conducted outside the U.S, including the sourcing of operations from global locations that have
lower cost structures than in the U.S. Accordingly, we are subject to legal, economic and market risks associated with operating in, and sourcing
from, foreign countries, including:

�
the general economic and political conditions existing in those countries, including risks associated with a concentration of
operations in certain geographic regions;

�
fluctuations in currency exchange rates;

�
imposition of limitations on conversion of foreign currencies or remittance of dividends and other payments by foreign
subsidiaries;
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�
imposition or increase of withholding and other taxes on remittances and other payments by subsidiaries;

�
difficulties in staffing and managing our foreign offices, including due to unexpected wage inflation or job turnover, and the
increased travel, infrastructure and legal and compliance costs associated with multiple international locations;

�
hyperinflation in certain foreign countries;

�
imposition or increase of investment and other restrictions by foreign governments;

�
longer payment cycles;

�
greater difficulties in accounts receivable collection;

�
the requirement of complying with a wide variety of foreign laws;

�
insufficient demand for our services in foreign jurisdictions;

�
ability to execute effective and efficient cross-border sourcing of services on behalf of our clients;

�
restrictions on the import and export of technologies; and

�
trade barriers.

The occurrence of natural or man made disasters could adversely affect our financial condition and results of operations.

        We are exposed to various risks arising out of natural disasters, including earthquakes, hurricanes, fires, floods and tornadoes, and
pandemic health events, as well as man-made disasters, including acts of terrorism and military actions. The continued threat of terrorism and
ongoing military actions may cause significant volatility in global financial markets, and a natural or man-made disaster could trigger an
economic downturn in the areas directly or indirectly affected by the disaster. These consequences could, among other things, result in a decline
in business and increased claims from those areas. They could also result in reduced underwriting capacity, making it more difficult for our Risk
Solutions professionals to place business. Disasters also could disrupt public and private infrastructure, including communications and financial
services, which could disrupt our normal business operations.

        A natural or man-made disaster also could disrupt the operations of our counterparties or result in increased prices for the products and
services they provide to us. In addition, a disaster could adversely affect the value of the assets in our investment portfolio. Finally, a natural or
man-made disaster could increase the incidence or severity of E&O claims against us.

        Through our merger with Benfield, we acquired equity interests in Juniperus Insurance Opportunities Fund Limited ("Juniperus") and
Juniperus Capital Holdings Limited ("JCHL"). Juniperus invests its equity in a limited liability company that is expected to invest in excess of
70% of its assets in collateralized reinsurance transactions through collateralized swaps with a reinsurance company, and the remaining assets in
instruments such as catastrophe bonds, industry loss warrants and insurer or reinsurer sidecar debt and equity arrangements. JCHL provides
investment management and related services to Juniperus. If a disaster such as wind, earthquakes or other named catastrophe occurs, we could
lose some or all of our equity investment in Juniperus of approximately $65 million. In January 2012, we entered into an agreement to redeem
our equity interest in JCHL and we expect to redeem our investment in Juniperus in 2012.

        Also in the Benfield acquisition, we acquired Benfield's equity stake in certain Florida-domiciled homeowner insurance companies. We
maintain ongoing agreements to provide modeling, actuarial, and consulting services to these insurance companies. These firms' financial results
could be adversely affected if assumptions used in establishing their underwriting reserves differ from actual experience.

Edgar Filing: AON CORP - Form 10-K

22



18

Edgar Filing: AON CORP - Form 10-K

23



Reserve estimates represent informed judgments based on currently available data, as well as estimates of future trends in claims severity,
frequency, judicial theories of liability and other factors. Many of these factors are not quantifiable in advance and both internal and external
events, such as changes in claims handling procedures, inflation, judicial and legal developments and legislative changes, can cause estimates to
vary. Additionally, a natural disaster occurring in Florida could increase the incidence or severity of E&O claims relating to these existing
service agreements.

Our inability to successfully recover should we experience a disaster or other business continuity problem could cause material
financial loss, loss of human capital, regulatory actions, reputational harm or legal liability.

        Should we experience a local or regional disaster or other business continuity problem, such as an earthquake, hurricane, terrorist attack,
pandemic, security breach, power loss, telecommunications failure or other natural or man-made disaster, our continued success will depend, in
part, on the availability of our personnel, our office facilities, and the proper functioning of our computer, telecommunication and other related
systems and operations. In such an event, our operational size, the multiple locations from which we operate, and our existing back-up systems
would provide us with an important advantage. Nevertheless, we could still experience near-term operational challenges with regard to particular
areas of our operations, such as key executive officers or personnel.

        Our operations are dependent upon our ability to protect our technology infrastructure against damage from business continuity events that
could have a significant disruptive effect on our operations. We could potentially lose client data or experience material adverse interruptions to
our operations or delivery of services to our clients in a disaster recovery scenario.

        We regularly assess and take steps to improve upon our existing business continuity plans and key management succession. However, a
disaster on a significant scale or affecting certain of our key operating areas within or across regions, or our inability to successfully recover
should we experience a disaster or other business continuity problem, could materially interrupt our business operations and cause material
financial loss, loss of human capital, regulatory actions, reputational harm, damaged client relationships or legal liability.

We rely on complex information technology systems and networks to operate our business. Any significant system or network
disruption could have a negative impact on our operations, sales and operating results.

        We rely on the efficient and uninterrupted operation of complex information technology systems and networks, some of which are within
the Company and some are outsourced. All information technology systems are potentially vulnerable to damage or interruption from a variety
of sources, including but not limited to computer viruses, security breach, energy blackouts, natural disasters, terrorism, war and
telecommunication failures. There also may be system or network disruptions if new or upgraded business management systems are defective or
are not installed properly. We have implemented various measures to manage our risks related to system and network disruptions, but a system
failure or security breach could negatively impact our operations and financial results. In addition, we may incur additional costs to remedy the
damages caused by these disruptions or security breaches.

Improper disclosure of personal data could result in legal liability or harm our reputation.

        One of our significant responsibilities is to maintain the security and privacy of our employees' and clients' confidential and proprietary
information and in the case of our HR Solutions clients, the personal data of their employees and retirement and other benefit plan participants.
We maintain policies, procedures and technological safeguards designed to protect the security and privacy of this information. Nonetheless, we
cannot entirely eliminate the risk of improper access to or disclosure of
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personally identifiable information. Such disclosure could harm our reputation and subject us to liability under our contracts and laws that
protect personal data, resulting in increased costs or loss of revenue.

        Further, data privacy is subject to frequently changing rules and regulations, which sometimes conflict among the various jurisdictions and
countries in which we provide services. Our failure to adhere to or successfully implement processes in response to changing regulatory
requirements in this area could result in legal liability or impairment to our reputation in the marketplace.

Implementation of changes to the methods in which we internally process and monitor transactions and activities may encounter
delays or other problems, which could adversely impact our accounting and financial reporting processes.

        Our businesses require that we process and monitor, on a regular basis, a very large number of transactions and other activities, many of
which are highly complex, across numerous markets in several different currencies using different systems. Initiatives underway that are
designed to improve these functions will alter how we gather, organize and internally report these transactions and activities. To the extent these
initiatives are not implemented properly or encounter problems or delays in their implementation, they may adversely impact our accounting and
financial reporting processes, as well as our invoicing and collection efforts.

Our business performance and growth plans could be negatively affected if we are not able to effectively apply technology in driving
value for our clients through technology-based solutions or gain internal efficiencies through the effective application of technology
and related tools.

        Our future success depends, in part, on our ability to develop and implement technology solutions that anticipate and keep pace with rapid
and continuing changes in technology, industry standards and client preferences. We may not be successful in anticipating or responding to these
developments on a timely and cost-effective basis, and our ideas may not be accepted in the marketplace. Additionally, the effort to gain
technological expertise and develop new technologies in our business requires us to incur significant expenses. If we cannot offer new
technologies as quickly as our competitors or if our competitors develop more cost-effective technologies, it could have a material adverse effect
on our ability to obtain and complete client engagements.

If our clients or third parties are not satisfied with our services, we may face additional cost, loss of profit opportunities and damage
to our professional reputation or legal liability.

        We depend, to a large extent, on our relationships with our clients and our reputation for high-quality brokering, risk management and HR
solutions, so that we can understand our clients' needs and deliver solutions and services that are tailored to their needs. If a client is not satisfied
with our services, it may be more damaging to our business than to other businesses and could cause us to incur additional costs and impair
profitability. Moreover, if we fail to meet our contractual obligations, we could be subject to legal liability or loss of client relationships. The
nature of our work, especially our actuarial services in our HR Solutions business, involves assumptions and estimates concerning future events,
the actual outcome of which we cannot know with certainty in advance. In addition, we could make computational, software programming or
data management errors. Further, a client may claim it suffered losses due to reliance on our consulting advice. In addition to the risks of liability
exposure and increased costs of defense and insurance premiums, claims arising from our professional services may produce publicity that could
hurt our reputation and business and adversely affect our ability to secure new business.

Our business is exposed to risks associated with the handling of client funds.

        Our Risk Solutions business collects premiums from insureds and, after deducting commissions, remits the premiums to the respective
insurers. We also collect claims or refunds from insurers on behalf of insureds, which are remitted to the insureds. Similarly, part of our HR
Solutions' outsourcing
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business handles payroll processing for several of our clients. Consequently, at any given time, we may be holding and managing funds of our
clients and, in the case of HR Solutions, their employees, while payroll is being processed. This function creates a risk of loss arising from,
among other things, fraud by employees or third parties, execution of unauthorized transactions or errors relating to transaction processing. We
are also potentially at risk in the event the financial institution in which we hold these funds suffers any kind of insolvency or liquidity event.
The occurrence of any of these types of events in connection with this function could cause us financial loss and reputational harm.

In connection with the implementation of our corporate strategy, we face certain risks associated with the acquisition or disposition of
businesses, and the entry into new lines of business.

        In pursuing our corporate strategy, we may acquire other businesses, or dispose of or exit businesses we currently own. The success of this
strategy is dependent upon our ability to identify appropriate acquisition and disposition targets, negotiate transactions on favorable terms and
ultimately complete such transactions. If acquisitions are made, there can be no assurance that we will realize the anticipated benefits of such
acquisitions, including, but not limited to, revenue growth, operational efficiencies or expected synergies. In addition, we may not be able to
integrate acquisitions successfully into our existing business, and we could incur or assume unknown or unanticipated liabilities or
contingencies, which may impact our results of operations. If we dispose of or otherwise exit certain businesses, there can be no assurance that
we will not incur certain disposition related charges, or that we will be able to reduce overhead related to the divested assets.

        From time to time, we may enter lines of business or offer new products and services within existing lines of business. There are substantial
risks and uncertainties associated with these efforts, including the investment of significant time and resources, the possibility that these efforts
will be unprofitable, and the risk of additional liabilities associated with these efforts. Failure to successfully manage these risks in the
development and implementation of new lines of business and new products and services could have a material adverse effect on our business,
financial condition or results of operations. External factors, such as compliance with regulations, competitive alternatives and shifting market
preferences may also impact the successful implementation of a new line of business. In addition, we can provide no assurance that the entry
into new lines of business or development of new products and services will be successful.

We may face additional risks from the growth and development of companies that we acquire or new lines of business.

        We face additional risks associated with companies that we acquire or new lines of business into which we enter, particularly in instances
where the markets are not fully developed. In addition, many of the businesses that we acquire and develop had significantly smaller scales of
operations prior to the implementation of our growth strategy. If we are not able to manage the growing complexity of these businesses,
including improving, refining or revising our systems and operational practices, and enlarging the scale and scope of the businesses, our business
may be adversely affected. Other risks include developing knowledge of and experience in the new business, recruiting professionals and
developing and capitalizing on new relationships with experienced market participants. Failure to manage these risks in the acquisition or
development of new businesses successfully could materially and adversely affect our business, results of operations and financial condition.

The process of integrating an acquired company may create unforeseen operating difficulties and expenditures.

        Companies that we acquire often run on a technology platform different from those used in our businesses. When integrating these
businesses, we face additional risks. These risks include implementing or remediating controls, procedures, and policies at the acquired
company, integration of the acquired company's accounting, human resource, and other administrative systems, and
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coordination of product, engineering, and sales and marketing functions, transition of operations, users, and customers onto our existing
platforms and the failure to successfully further develop the acquired technology. Our failure to address these risks or other problems
encountered in connection with our past or future acquisitions and investments could cause us to fail to realize the anticipated benefits of such
acquisitions or investments, incur unanticipated liabilities, and harm our business generally.

        Key employees of acquired businesses may receive substantial value in connection with a transaction in the form of change-in-control
agreements, acceleration of stock options and the lifting of restrictions on other equity-based compensation rights. To retain such employees and
integrate the acquired business, we may offer additional retention incentives, but it may still be difficult to retain certain key employees.

Risks relating primarily to our Risk Solutions segment

Results in our Risk Solutions segment may fluctuate due to many factors, including cyclical or permanent changes in the insurance
and reinsurance markets outside of our control.

        Results in our Risk Solutions segment have historically been affected by significant fluctuations arising from uncertainties and changes in
the industries in which we operate. A significant portion of our revenue consists
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