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H I G H L I G H T S

(in millions of U.S. dollars,
except per share data and ratios)

Net premiums written

Years Ended
December 31, 2006
December 31, 2005

Percentage
Change

$12,030

$11,792

2%

13,328

13,088

2%

2,305

1,028

124%

(50)

73

NM

2,351

955

146%

Diluted earnings per share

6.91

3.31

109%

Diluted income per share excluding net realized
gains (losses) and cumulative effect1

7.05

3.06

130%

88.1%

99.5%

NM

Total assets

$67,135

$62,440

8%

Shareholders’ equity

$14,278

$11,812

21%

Book value per share

$42.03

$34.81

21%

18.5%

8.9%

NM

Total revenues
Net income
Net realized gains (losses), net of income tax
Income excluding net realized gains (losses)
and cumulative effect1

Combined ratio2

Return on equity 3

F I V E -Y E A R C O M P O U N D E D A N N U A L G R O W T H R AT E S
A N D C U M U L AT I V E C O M B I N E D R AT I O
(2002-2006)

Net premiums written

13.06%

Total assets

12.54%

Shareholders’ equity

18.89%

Tangible book value per share

22.64%

Cumulative combined ratio 2

94.8%

Income excluding net realized gains (losses), the cumulative effect of a change in accounting principle and the related income tax, is a
non-GAAP measure. We have chosen to make this disclosure because it enhances the understanding of our results from property and
casualty operations as distinct from the fluctuations in the market value of invested assets. The latter is influenced by external economic
factors such as changes in interest rates or in equity prices and by internal factors such as the timing recognition of realized gains or losses.
(2) The combined ratio is the sum of the loss and loss expense ratio, policy acquisition cost ratio and administrative expense ratio.
(3) Calculated using income excluding net realized gains (losses) and cumulative effect.
NM – not meaningful
(1)
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T O

O U R

S H A R E H O L D E R S

F

or ACE, 2006 was an excellent year. We
produced record financial results, extended our
customer reach around the world, and expanded
our product lineup and service capability. We
continued to build a high-performance culture
that is professional, entrepreneurial and focused
on execution. In the insurance industry globally,
our Company stands out today as a unique
and proven competitor that dependably delivers
both outstanding products and services to our
customers, and superior investment returns to
our shareholders.

In 2006, ACE achieved the highest levels of
financial performance since the Company was
founded 21 years ago. Operating income,
defined as income excluding net realized gains
or losses, increased 146% to a record $2.3
billion or $7.05 per share. Our most fundamental
measure of shareholder wealth creation is
growth in tangible book value per share, which
grew 27% to $33.66, our seventh consecutive
annual increase. We believe inexorable growth
in tangible book value ultimately leads to
exceptional total shareholder return.
By its nature, the risk business is volatile,
and we accept and embrace risk as long as
we are paid for it. In 2006, we enjoyed the
other side of volatility as our financial results –
and those of the entire industry – were helped
by a favorable natural catastrophe season.
Compared to the record-breaking series of
CATs from the previous two years, 2006’s CAT
activity was very light and the results flowed
to the bottom line. However, ACE’s 2006
performance was distinguished even without
the positive impact of the de minimus CATs.
Assuming we had experienced catastrophe
losses equal to the amount projected in our
original 2006 earnings guidance, we still
would have earned approximately $2 billion.
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QUALITY OF EARNINGS

Behind the record financial results of 2006
was a single, unmistakable characteristic:
quality. Our operating income results had a
strong and balanced contribution from both
underwriting and investments. Every major
line of business – insurance and reinsurance –
produced an underwriting profit, with overall
property and casualty underwriting income
increasing to $1.4 billion from $48 million the
prior year. Investment income increased 27%
to $1.6 billion, while cash and invested assets
grew 15% and now stand at $37.2 billion,
aided by strong operating cash flow of $4.1
billion for the year. Our investment leverage –
invested assets to equity– is now 2.6 times,
which speaks to our current and future earning
power and contributed to our return on equity
of 18.5%. As interest rates rose throughout
most of the year, ACE’s strategy to keep our
investment portfolio in shorter duration, highquality securities proved correct. In today’s
market environment, we don’t believe we get
paid to take either duration or credit risk.
Next to people, our most important asset is
our balance sheet. After all, we are in the risk
business and our balance sheet is what we
sell. With nearly $17 billion in capital, the ACE
balance sheet represents our ability to pay a
claim when our customers need us most. Our
balance sheet continues to grow stronger as
measured by the growth in tangible book value,
the size and quality of our invested asset
portfolio, our reduced reinsurance recoverable
and debt leverage, and the increase in our net
loss reserves – the essential component on the
liability side of the balance sheet. In 2006, we
added more than $1.5 billion to our net loss
reserves, which now stand at $22 billion and
are in excellent shape. The growth of ACE’s
loss reserves can be attributed in part to the
Company’s steadily growing casualty book
of business. The increase in 2006 is also
noteworthy considering it was achieved after
payment of more than $700 million in
catastrophe losses from the 2005 storms and
the reduction of approximately $500 million

from the sale of three Brandywine runoff
reinsurance units. Without the effect of these
two events, reserves increased by 13%.
The sale of the Brandywine units to Randall &
Quilter Investment Holdings, by the way, was
an important balance sheet accomplishment.
The transaction reduced our exposure to legacy
liabilities, including asbestos, by approximately
$800 million, and reduced reinsurance recoverables by approximately $300 million.

A

CE’s earnings are diversified by
geography and product category.
We generate more than half of our
earnings from outside the U.S. As
one of the few global, integrated
commercial P&C companies in the
world, we are a unique franchise.

T H R E E -Y E A R A N D F I V E -Y E A R
REPORT CARD

ACE’s record results of last year were not a
one-time occurrence. Indeed, a report card for
the last three years and five years demonstrates
the enduring strength of the ACE franchise
regardless of market conditions – an important
characteristic given the cyclical and inherently
volatile nature of the global property and casualty insurance and reinsurance industry. Ours
is a long-term business; judgment should not
be rendered based on one year’s performance.
ACE’s fundamental net worth continues to
increase as demonstrated by tangible book value
per share, which has grown at a compound
annual rate of approximately 20% and 23%,
respectively, over the last three years and five
years. Our ROE for the last three years and five
years has averaged 13% – not achieving our
average 15% target, but not bad considering
the events of the past three years.

tangible book value, operating income for a
disciplined P&C company may fluctuate from
period to period. This depends on where we
are in the underwriting cycle and the volatility
we experience from major loss events.
However, measured over a reasonable period
of time, the magnitude of operating income
growth speaks to a company’s momentum,
size and capability– its franchise potential. For
ACE, nothing could be truer: our operating
income has quadrupled from what it was just
four years ago, illustrating the emergence of
our franchise and its absolute earning power.
ACE has earned a cumulative underwriting
profit since its inception in 1985 – a cumulative
combined ratio of 96.4%. What makes
sustaining such results possible is underwriting
discipline. ACE is at its core an underwriting
company; this is our stock in trade, and our
earning power is centered on the principle of
achieving an underwriting profit at all times.
Underwriting is our ethos, and we will not
sacrifice an underwriting profit in the pursuit of
market share. In fact, we readily expand and
shrink our businesses with market conditions.
Maintaining this restraint has served us well
over the years and will continue to guide us
as we move through the softening market
conditions ahead in 2007 and beyond.
Another reason for sustainable financial
performance is balance. ACE’s earnings are
diversified by geography and product category.
We generate more than half of our earnings
from outside the U.S. As one of the few global,
integrated commercial P&C companies in the
world, we are a unique franchise. Given our
broad global presence –we write local insurance
business in over 50 countries and serve clients
in more than 140 markets –we are well positioned to seize both short-term and long-term
opportunities just about anywhere in the world.
Last year, for example, we opened new offices
in China, Vietnam, Russia, Peru and South
Africa. Our strategy of planting seeds in many
of the fastest-growing developing markets –
notably Asia Pacific and Latin America– will

Growth in operating income, on the other
hand, is not our key annual objective. Unlike

3

ensure that we have opportunities for growth
well into the future.
We also have considerable balance in our
product mix. ACE is predominantly a commercial
property and casualty insurance company,
with distinctive retail and wholesale franchises
around the world. Our portfolio of specialty
products, concentrated on the kinds of risks
in which a professional underwriter makes a
difference, grows each year as we innovate
through product development. Complementing
our core commercial P&C capability is our large
and well established personal accident business.
Comprised mainly of travel accident and
supplemental health insurance plans, this line
of business is profitable and growing quickly.
For the longer term, our small international life
insurance business is also growing, leveraging
that global presence to take advantage of
opportunity in developing markets such as Asia
and Latin America, where a growing middle
class, high savings rates and lack of social
safety nets combine to produce a favorable life
insurance marketing environment. Building a
life business takes patience, and ours is not
yet producing positive earnings, but we are
confident of its potential.
Beyond insurance, we also have a sizeable
and highly regarded reinsurance business that
contributes about 15% of the Company’s total
net written premiums. Our P&C reinsurance
business is a well-diversified writer, offering
a complete portfolio of U.S. and international
property and casualty products, including
property CAT, while our life reinsurance
business, which specializes in variable annuity
guarantees, has grown into a substantive
earnings contributor.
C Y C L I C A L I T Y A N D V O L AT I L I T Y

Diversification by geography and product mix,
we believe, is an effective counterweight to
two of the most challenging dynamics of the
P&C business: cyclicality and volatility. First,
a few words on the latter.

4

Having just experienced one of the most benign
North Atlantic hurricane seasons in recent
memory, the entire P&C industry experienced
the “other” side of volatility– the positive side.
But we are paid to be realists. Despite the lack
of CATs in 2006, we remain steadfast in our
belief that the frequency and severity of natural
catastrophes are on the rise. Combined with
a steady increase in property values in CATexposed areas, ever-higher loss potentials are

D

iversification by geography
and product mix, we believe, is
an effective counterweight to two
of the most challenging dynamics
of the P&C business: cyclicality
and volatility.

a reality we must address as a public policy
issue. We insist on charging an appropriate
price for assuming CAT risk – one based on the
best science available rather than local political
or market forces – or we simply walk away. In
fact, this pricing discipline applies to all of our
lines of business. From property catastrophe
risk in Florida, to directors and officers coverage
in Sydney, to environmental risk in London,
taking risk is what we do for a living, and at
ACE, we are inclined to take on risk that others
shy away from – as long as we understand it
and are compensated fairly for insuring it.
As for cyclicality, I anticipate a more challenging
operating environment for 2007. Throughout
the course of last year, we watched as non-CAT
prices steadily eroded in most places around the
world. We see that softening trend continuing
and, in fact, accelerating. Fueled by a growing
industry capital base, prices are reaching
marginal levels in some classes and territories –
and in some instances falling below a threshold
we deem adequate. We believe we are in that

part of the cycle where in many classes revenue
growth is more for vanity than for earnings,
and we will not play that game. However,
the ACE Group of Companies is broad and the
world is large, so we take comfort in knowing
that we can always find opportunities for growth
somewhere at reasonable prices. Whether it’s
commercial property and casualty for large
or mid-size corporations distributed through
retail brokers, E&S lines distributed through
wholesale brokers, or personal accident plans
sold through telemarketing centers, what
distinguishes the ACE Group is our collection
of market-leading franchises:
• ACE USA – our retail brokerage business
serving the United States and Canada with a
broad portfolio of more than 180 specialty
property and casualty insurance programs. We
have a strong local presence across the country,
particularly with Fortune 1000 companies,
and a growing middle market specialty business.
Together with ACE International, ACE USA forms
the core of the famous Insurance Company of
North America – a franchise with a pedigree
that dates back more than 200 years.
• ACE International – our retail brokerage
business serving territories outside the U.S. and
Canada with both commercial property and
casualty insurance and personal accident lines.
This franchise gives ACE a presence in all of
the major markets as well as the fastest-growing
economies in the world – primarily in Asia,
Central and Eastern Europe and Latin America.
• ACE Westchester – a dominant wholesale
business specializing in excess and surplus
lines serving North America. The storied
Westchester Fire Insurance Company was
founded in 1837 and acquired by ACE in 1998.
• ACE Global Markets – this leading wholesale
business maintains a presence in both the
greater London market as well as through an
established syndicate on the Lloyd’s trading
floor.
• ACE Bermuda – our original franchise dating
back to 1985, this market leader writes
high-limit excess liability, property, political risk
and directors and officers insurance worldwide.

• ACE Tempest Re – our global reinsurance
brand, with operations offering both property
and casualty and life reinsurance, maintains
offices in Bermuda, Stamford, London and
Zurich.
• ACE Life – our newest franchise, in the early
phases of development, operates predominantly
in the fast-growing markets throughout Asia
and has expansion plans for Latin America.
L I T I G AT I O N A N D T H E R E G U L AT O R Y
ENVIRONMENT

Our Company is global and relies on free trade.
We operate in a world that has benefited enormously from the globalization of trade in goods
and services. The developed world, including
the United States, has enjoyed the benefits of
a wider variety of products manufactured at
lower costs. This, in turn, has created prosperity
for the developing countries that have produced
those goods and, consequently, they have
become growing markets for our own goods
and services. Yet, this increase in global trade
has not benefited all people equally, and it has
produced a growing chorus of voices claiming
unfair competition and calling for protectionism.
These voices must be quelled. Continued growth
in global prosperity depends on the continued
evolution of global trade. And for that to happen,
we must address those who are displaced by
increased global competition, enforce the trade
commitments that countries make, and focus
on what we can do to make our industries
more competitive, including support for more
enlightened and efficient regulation. In the
long term, training and education for those
who have been displaced is the answer.
The United States is highly competitive in
financial services, including insurance. But our
industry is not as competitive as it should be at
a time when competition around the world is
accelerating. Witness the significant new capital
that has entered our industry via offshore
markets. As 40% of the world insurance market,
the U.S. ought to be doing more to attract that
capital and improve the competitive environment
for insurance.
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Again, ours is also an export business – one
done globally. We operate in the U.S. under
an antiquated state-by-state regulatory system
that is a costly and inefficient burden to
getting things done. Fifty-state regulation is
an anachronism that stifles competition and
impacts affordability and availability of coverage
– and the U.S. consumer suffers as a result.
Additionally, from a trade perspective, the
U.S. competitive edge in financial services is
threatened by a regulatory environment that
has not kept pace with globalization. Due to
50-state regulation, the U.S. insurance industry
does not have an effective voice at the global
table representing its interests. For all of these
reasons and more, we remain in favor of an
optional federal charter, with freedom of rate
and freedom of form.
We also support a serious and thoughtful
discussion on the use of catastrophe reserves.
CAT reserves would dampen volatility and
would increase the industry’s wherewithal to
take catastrophe risk. I might add that this
would also increase the incentive for investors
in our industry to invest more in the U.S. I have
warned in the past that the lack of CAT reserves
could potentially lead to the wrong management,
investor or political behavior. Unfortunately,
this is exactly what has occurred in Florida.
The recent legislative actions in Florida are a
good example of how state-by-state regulation
and current industry accounting restrictions
can lead to short-sighted, politically motivated
decisions born from an excessive degree of
volatility that can be dampened. In my opinion,
Florida’s actions will prove to be short-term
expedient and, over any reasonable period of
time, economically unsound and irresponsible,
putting the state economy and its citizens in a
vulnerable position.
We also continue to press our case for a
permanent long-term solution to TRIA – the
U.S. federal terrorism insurance backstop.
The Terrorism Risk Insurance Act should be
credited with increasing the availability and
affordability of terrorism risk insurance.
Instead, it’s scheduled to expire at the end of
2007 and called by some a bailout to the
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industry. The truth is, if it were not for TRIA,
there would be a shortage of terrorism risk
coverage – particularly in major U.S. cities.
Because of TRIA, our industry essentially
operates today under a quid pro quo with the
U.S. Federal government: we are compelled by
the government to offer terrorism coverage to
our customers, and the government, in turn,
recognizing that the industry has a finite
amount of capital, agrees to provide a backstop to the industry after what is roughly the
first $35 billion or $40 billion of loss. That’s
hardly a bailout considering losses from the
9/11 terrorism attacks exceeded $32 billion,
and a catastrophic event could easily top $200
billion. ACE has shown leadership on what the
design of a permanent solution should look like,
which combines both increased private sector
and complementary public sector sharing of risk.
We will continue to be strong advocates for the
extension of TRIA and are optimistic about
working with new Congressional leadership.
Lastly, it is the opinion of our management
team, and I believe many of our ACE colleagues,
that no greater problem confronts mankind than
global warming. There is little doubt that our
individual activities, large and small, collectively
contribute to this problem in a meaningful way
and we must all do our part to address the
challenge. We have committed ourselves to
create a plan of action in 2007– one in which
our entire global corporate village will participate.
To paraphrase a line from Al Gore, we don’t
want to find ourselves in a position where our
children ask themselves one day, “What were
our parents thinking?” We view addressing this
issue as a personal and corporate responsibility.
OUR PEOPLE

As I consider the opportunities and challenges
that lie ahead in 2007, I have great confidence
knowing that ACE possesses a clear long-term
strategy, a deep and seasoned management
team, a culture that inspires individual and
collective performance, an employee family
comprised of the industry’s top professionals,

and an outstanding board of directors. Special
acknowledgement goes to Bob Staley, former
head of our Audit Committee, who retired from
the Board after 20 years of dedicated service,
and Brian Duperreault, who retired from active
service at ACE but continued to provide us with
his wisdom as non-executive Chairman of the
Board throughout the year. Without a doubt,
we are who we are because of our people.
We have the best, and I thank all of them for
a great year.
On March 1, 2007, the ACE Board of Directors
announced that Brian Duperreault will step
down as Chairman of the Board, upon expiration
of his term, at the Annual General Meeting
in May 2007. Brian will continue to serve as
a director of the Company. On behalf of the
Board, our shareholders and our entire global
employee family, I want to thank Brian for the
immeasurable contribution he has made to this
Company. In his 13 years with ACE, he took
the Company on a journey, transforming it
from a small, niche Bermuda player to a global

commercial P&C powerhouse. Along the way
he has set a great example of leadership with
his wisdom, vision and grace, and he has
been a selfless mentor to so many executives
– including me. I will always be grateful.
More volatility is in store for the global P&C
industry and our Company. After all, that’s
the business we’re in – the business of risk.
I believe in any market, there are always
winners and losers. Some outperform the
market average while others under-perform.
ACE will continue to outperform.

Sincerely,

Evan G. Greenberg
President and Chief Executive Officer
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P E O P L E
C A P I T A L

(Clockwise from top left)

Sean Corridon, Senior Managing Director,
ACE Asset Management, New York
Gerard Sitaramayya, Regional Financial Controller,
ACE Asia Pacific, Singapore
Pandora Wright, Director of Human Resources,
ACE Bermuda, Hamilton
Trish Henry, Executive Vice President and
Deputy General Counsel, Government and
Industry Affairs, ACE Group, Philadelphia
Peter Murray, Claims Director,
ACE European Group, London
Julie Schaekel, Chief Auditor,
ACE Group, Philadelphia
8

A N D

I

t is said that an insurance company really has only two essential assets – people and

the balance sheet. Both are equally important in the roles they play in the risk-taking
process, and their individual quality goes a long way in defining the overall quality
of the organization and helping to differentiate the company from its competitors.
Guided by the right strategy, better people plus a stronger balance sheet equals the
foundation for a higher-quality insurance company.
The people of ACE are experienced, innovative, customer-focused and committed to the
principles and values of the organization. From underwriting to claims to actuarial, ACE
people work collaboratively with each other on behalf of their clients’ best interests.
Borders and time zones have little impact on the ACE network, where the majority of
professionals are local citizens doing business with local customers. Perhaps best of all,
brokers and corporate risk managers around the world consider ACE people responsive
and service-oriented –advantages that we never take for granted.
Behind every ACE professional, and equally important to the insurance-buying
decision, is the strength of the ACE balance sheet. With nearly $17 billion in capital
and $22 billion in net loss reserves, the ACE balance sheet provides peace-of-mind
to clients who are entrusting their organizations’ financial security with us. ACE’s
strong capital position and financial strength, A+ rated by all of the major rating
agencies, also offer a competitive advantage in the commercial P&C business –
from long-tail casualty lines to national account risk management and workers’
compensation plans.
The following pages describe ACE’s four major business segments – Insurance-North
American, Insurance-Overseas General, Global Reinsurance, and Life Insurance and
Reinsurance – and explain how ACE people and capital were deployed successfully
during 2006.
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“We faced two distinct challenges
in 2006. In the property market,
insurance capacity was scarce in
wind- and earthquake-exposed
regions. We had to manage our
capacity in order to give continued
support to our clients throughout
the entire year. In the casualty
market, conditions were far more
competitive. Here, we had to focus
on delivering superb client service
so we could maximize the retention
of renewal business. In 2006, we
met both challenges successfully.”

Brian Dowd
Chief Executive Officer,
Insurance-North America
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EXECUTING WELL IN A
CHALLENGING YEAR

In 2006, Insurance-North American
increased its net premiums written by
2% to $5.9 billion. Underwriting income
grew year-on-year from $223 million to
$661 million. Net investment income rose
26% to $876 million. After-tax operating
income climbed by $471 million to $1.1
billion. The business segment’s combined
ratio decreased from 96.1% in 2005 to
88.4% in 2006.

Net Premiums Earned
(Division Contribution for Full Year 2006)

ACE USA
(includes Canada)

66%

ACE Westchester

26%

ACE Bermuda

8%

Net Premiums Written, 2002 to 2006
(in millions of U.S. dollars)
2006

$5,940

2005

$5,803

2004

$5,424

2003

$4,569

2002

$3,980

I N S U R A N C E –
N O R T H
A M E R I C A N

(Clockwise from top left)

Patrick Tannock, Executive Vice President,
Professional Lines, ACE Bermuda, Hamilton
Karen Sothern, Senior Vice President,
Northeast Regional Executive, ACE USA, Boston
Kathleen Morrison, General Counsel,
ACE Westchester, Atlanta
Louis Levinson, Senior Vice President,
Casualty, ACE Westchester, New York
Terri Mitchell, Executive Vice President
and Chief Operating Officer,
Accident & Health, ACE Canada, Toronto
Tim O’Donnell, President,
ACE USA Professional Risk, New York

A

CE’s presence in North America includes

Insurance-North American introduced several

ACE USA, a retail brokerage business that

new products and extended existing products

provides a broad array of specialty property,

in 2006. ACE Westchester diversified its risk

casualty and accident and health products

portfolio by initiating a specialty casualty

and risk management services to corporate

operation for companies with difficult-to-place

clients across the United States and Canada

casualty exposures and a professional risk

through licensed insurance companies; ACE

program tailored to small law firms nationwide.

Westchester, which specializes in the whole-

ACE Bermuda extended the terms of CODA, its

sale distribution of property, inland marine,

state-of-the-art directors and officers program,

casualty, professional lines, agriculture and

for clients in the United States, and introduced

environmental liability products; and ACE

CODA to the U.K. market. ACE USA made

Bermuda, the original insurance company of

a concerted push into the energy sector by

the ACE Group of Companies, which writes

signing an agreement with Starr Technical

high-level excess liability, property, political risk

Risk Agency, the premier managing general

and directors and officers insurance worldwide.

underwriter of property insurance coverage for

During 2006, Insurance-North American
launched a number of initiatives to enhance
client service. ACE USA, for example, is one of
a small number of insurers to offer loss control

energy companies. As a result, ACE USA was
able to bring critically needed property capacity
to companies in the oil and gas, chemicals,
processing and utility industries.

and claims management services through its

Both ACE USA and ACE Westchester broadened

own third-party administrator, ESIS, Inc. In

their marketing to middle market companies

2006, ACE USA implemented technology that

during 2006. Through their growing network

converted the paper-based operations of ESIS

of regional and satellite offices, ACE USA

to electronic imaging. The new system allows

began to reach regional brokers and mid-size

ESIS to operate in a paperless environment,

and smaller corporate clients, an effort that

creating operations efficiencies and allowing

dramatically impacted submission activity

clients and brokers to view and audit claims

and premiums written. ACE Westchester,

in their entirety from the convenience of their

which traditionally has serviced larger accounts,

offices. Beyond the U.S., ESIS started a new

developed a new unit to provide efficient

risk engineering operation in Singapore to serve

processing and quick responses for smaller

U.S. multinationals as well as governments

businesses. It also established relationships

and local businesses in the Asia Pacific Region.

with a new set of distributors, including online

During the year, ACE USA formed regional and

specialty brokers.

national client advisory boards to ensure that
its professionals understood the marketplace
issues faced by their clients. Also during the
year, ACE Bermuda initiated specific customer
service standards, which include deadlines for
policy issuance.
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A HISTORY OF TRUST

A

s the world’s leading aerospace company, with approximately 155,000 employees
and revenues exceeding one billion dollars a week, Boeing has complex and varied
business risks to manage. What does it look for in an insurer? According to Mark
Meyerhoff, Boeing’s Senior Director, Risk Management and Insurance, the answer can
be summarized in a single word: partnership. “We look to an insurer for a long-term
business partnership going forward. A stable relationship throughout the ebbs and
flows of the marketplace is very important and extremely valued from our perspective.”
ACE participates in virtually every one of Boeing’s insurance programs, including
aviation, directors and officers, property, workers’ compensation, aviation products
liability and serves as lead insurer on a number of programs. “ACE makes sure it
understands our business and our unique exposures,” Meyerhoff explains. “We’re very
comfortable with this relationship, which is honest and forthright. We have access
to everyone from the underwriters right up through the chief executive officer. When
we’ve had difficult claims, ACE has always stepped up and done the right thing.
ACE gives us certainty of coverage – and that’s exactly what we want.”

12

Left, Scott McKeon,
Midwest Regional Executive,
ACE USA, with
Mark Meyerhoff,
Boeing’s Senior Director,
Risk Management and
Insurance, in front of a
new Boeing 737.

KEY COVERAGE PLUS CRITICAL SERVICE

G

eneral Motors’ risk financing philosophy focuses on retaining a major share of its
risks through maintenance of high-deductible insurance programs. “We can manage
the predictable and routine losses that might occur,” says Alan Gier, GM’s Director
of Global Risk Financing and Insurance. “We just want to be prepared for the big
ones. We buy insurance to cover the catastrophic loss.” GM’s liability program has
a relatively large deductible, and the company has bought excess liability insurance
from ACE since the late 1980s. Today, ACE Bermuda puts up a significant percentage
of GM’s overall capacity on its excess liability program.

Left, Alan Gier, Director of
Global Risk Financing and
Insurance, General Motors,
with Allison Towlson, Regional
Executive, ACE Bermuda,
in GM’s Detroit Renaissance
Center showroom.

ACE USA plays another key role in GM’s insurance program by providing fronting and
claims management for its international liability program. These services are critically
important to a company that manufactures vehicles in 33 countries and sells them
in 200. In the U.S., ACE’s third-party administrator, ESIS, maintains a dedicated
claim staff of 51 at GM headquarters at the Renaissance Center in Detroit and
another 17 around the country.
Gier estimates that of the 800 million vehicles currently operating around the world,
more than 130 million were made by GM. Proper claims handling in all countries is
important in an increasingly global world where data and communication flow easily
across borders and regions. “ACE has been effective in managing our claims around
the world,” Gier says.
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“ Our world-class combined ratio of
86.2% was testimony to the outstanding year we had in 2006 –
despite cyclical softness in the
property-casualty business. During
the year, we successfully maintained underwriting discipline in
our property and casualty business,
grew our accident and health
business and established our
presence in a few new countries.
By the end of 2006, we were
more diversified in terms of both
products and geography than we
had been at the start. And thanks
to the implementation of a major
operations upgrade, we were also
more efficient in serving our clients.”

John Keogh
Chief Executive Officer,
ACE Overseas General
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RECORD EARNINGS AND
STRONG GROWTH

ACE Overseas General grew net premiums
written to $4.3 billion in 2006, an increase
of 2%. Underwriting income rose 135% to
$597 million, while after-tax operating
income increased by $291 million to $754
million. Net investment income grew 16%
to $370 million. The segment’s combined
ratio dropped from 94.0% in 2005 to
86.2% in 2006.

Net Premiums Earned
(Contribution for Full Year 2006)

ACE Europe

42%

ACE Asia Pacific

14%

ACE Far East

8%

ACE Latin America

12%

ACE Global Markets

24%

Net Premiums Written, 2002 to 2006
(in millions of U.S. dollars)
2006

$4,266

2005

$4,195

2004

$4,335

2003

$3,773

2002

$2,855

I N S U R A N C E –
O V E R S E A S
G E N E R A L

(Clockwise from top left)

Justo Quintanar, Senior Vice President and Chief
Underwriting Officer, ACE Latin America, Miami
Isabel Gouveia-Lima, European Operations
Director, ACE European Group, London
Takashi Imai, Chief Executive Officer,
ACE Far East, Tokyo
Jeff Moghrabi, Country Manager, Italy, Milan
Raj Nanra, Country Manager, Malaysia, Kuala Lumpur
Jane Bennett, Financial Institutions Manager,
ACE Global Markets, London

A

CE Overseas General comprises ACE

as a hub for a new Middle East and North

International, the Company’s retail business

Africa (MENA) region. In China, where ACE

outside of North America, and ACE Global

operates in a strategic partnership with Huatai

Markets, a London-based excess and surplus

Insurance Company, the property-casualty

lines business that includes a syndicate on the

company has been profitable every year since

Lloyd’s trading floor. ACE Overseas General

our investment five years ago. Elsewhere in Asia,

writes a variety of insurance coverage including

ACE continued to grow its commercial business,

property, casualty, professional lines, marine,

build a strong compliance infrastructure in

energy, aviation, political risk, specialty

partnership with the region’s regulators, and

consumer-oriented products and accident

look for possible acquisitions to further its

and health.

strategic goals. In Japan, growth continued

ACE International achieved record earnings
and strong growth in its accident and health

in ACE’s direct and Internet marketing and
commercial property and casualty businesses.

(A&H) business during 2006. Focusing on

There were other growth initiatives as well.

markets where the middle class is expanding

ACE introduced environmental liability products

and a growing number of people now have

first developed in the United States to the

more assets to protect, ACE has successfully

European market, where there is growing

designed personal accident and supplemental

recognition of environmental liabilities. In

health products with great local appeal in

Europe, Asia and Latin America, the business

markets such as Thailand, South Korea, Mexico,

rolled out an online distribution system for

Brazil and Chile. In Vietnam and Russia, where

P&C products targeting small and mid-size

property-casualty licenses were obtained in

commercial clients, and it will extend the

2006, A&H products will be top priorities.

system to more producers in 2007. ACE

Investments made during 2006 in Indonesia

Overseas General also implemented a large-

and the Philippines are expected to fuel future

scale operations project that culminated in the

growth. ACE’s Accident & Health business also

opening of a new service center in Glasgow,

experienced significant growth in Continental

Scotland with more than 200 employees.

Europe, where group business comprises the

The goal is to improve customer service, lower

bulk of the portfolio. In addition, the increased

costs and improve efficiency in processing

use of the Internet in Europe allowed ACE to

the more transactional insurance lines that are

market products such as travel insurance to

currently growing vigorously –A&H, personal

consumers in a cost-effective way.

lines and small business coverage.

In 2006, ACE continued to exercise underwriting

ACE Global Markets also saw increased growth

discipline in the softening global property-

in 2006. Its unique parallel distribution channel

casualty markets, which provided limited

allows it to distribute a range of products

opportunities for growth in some lines and

through ACE European Group Limited as well

geographies. The Company also continued its

as Lloyd’s Syndicate 2488. Because of its

focused expansion into developing markets in

flexible distribution structure, ACE Global Markets

pursuit of a broader range of opportunities for

is able to offer risk solutions to clients in 150

future growth. Offices were opened in South

countries, including the United States.

Africa and Bahrain, which will eventually serve
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D E D I C AT I O N A N D T E A M W O R K

A

lmost five years ago, AEON Co. Ltd., a Japanese retail financial services giant that
issues credit cards domestically and internationally, was looking for a partner to help
market its credit cards in Thailand. A meeting between AEON and ACE in Bangkok,
based on the companies’ already-established relationship in Japan, resulted in the
joint marketing of credit cards bundled with personal accident insurance and hospital
coverage. Since then, AEON’s credit card business in Thailand has grown significantly,
and today ACE also partners with AEON in Hong Kong and Malaysia.

Dedication and teamwork have made the AEON-ACE relationship in Asia Pacific
successful, according to Masao Mizuno, the founder of AEON Thailand and the
company’s chief executive officer. “ACE has an excellent team of experts working on
the AEON account in each country,” Mizuno says. “We work as partners and solve
problems together, which is different from the traditional relationship where the
duties of each side are defined in agreements. The dedication of both the ACE and
AEON teams contribute to this success.”
Because of the high customer conversion rate, the deep knowledge of AEON’s
customers, and the campaign’s effective communications, the AEON program in
Thailand is regarded as a very successful example of ACE’s direct marketing capabilities.
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Left, Masao Mizuno,
Chief Executive Officer,
AEON Co. Ltd.,
and Gea Okuda,
Accident & Health Manager,
ACE Thailand,
on the streets of Bangkok,
where AEON operates
almost 80 branches.

GOING THE EXTRA MILE, OR KILOMETER

W

hen ACE expands into new markets around the globe, it comes as welcome news
to Richard Reddaway, Vice President, Corporate Insurance and Risk Management
at GlaxoSmithKline (GSK). This is hardly surprising for a multinational pharmaceutical
company that has 60 countries in its property insurance program and 70 in its
liability program. “The success of ACE makes my life easier. In the last few years,
for example, we’ve seen ACE open offices in Poland and Russia. On the backs of
those openings, I visited both Warsaw and Moscow to introduce GSK there.”

Left, Richard Reddaway,
Vice President, Corporate
Insurance and Risk Management,
GlaxoSmithKline, with
Alan Gooding, Multinational
Business Network Manager,
ACE European Group, in GSK’s
advanced Flexilab research
and development facility in
Stevenage, England.

While global reach is clearly important to GSK, it is not the sole reason for making
ACE its lead insurer. “The key quality I’m looking for,” Reddaway explains, “is somebody prepared to go the extra mile, or kilometer, in understanding a client’s business.”
In the marine insurance area, ACE has added value by having its risk management
experts analyze GSK’s risks and propose strategies for managing them. “In 2006,
ACE and GSK won the best risk training program of the year award from Strategic
Risk magazine,” Reddaway reports. ACE has delivered for GSK in property, directors
and officers, and liability insurance, as well.
“GSK values flexibility,” Reddaway adds. “Our U.K. and Singapore Flexilab facilities,
where we can quickly and easily move parts of the lab around at will, demonstrate
the flexibility in our R&D operations. I value the same flexible approach by ACE.”
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“ACE Tempest Re had the best year
ever in the history of our operation.
While the lack of natural disasters
was beneficial in contributing to
our fine results, our growth and
diversification strategy, started in
2000 when market conditions
were appropriate for growth, is
now beginning to yield significant
benefits.”

Jacques Bonneau
President and
Chief Executive Officer,
ACE Tempest Re Group
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BENEFITING FROM A DIVERSIFIED,
BALANCED PORTFOLIO

Global Reinsurance’s net premiums written
increased 3% to $1.5 billion in 2006 after
normalizing for reinstatement premiums
in 2005. Underwriting income grew to
$362 million from a loss the year before.
Net investment income increased by $48
million to $221 million in 2006. After-tax
operating income swung from a loss of
$83 million the year before to $536 million.
The segment’s combined ratio declined to
76.0% from 115.1% a year earlier.

Net Premiums Earned
(Division Contribution for Full Year 2006)

ACE Tempest Re Europe

18%

ACE Tempest Re USA

58%

ACE Tempest Re Bermuda

24%

Net Premiums Written, 2002 to 2006
(in millions of U.S. dollars)
2006

$1,550

2005

$1,546

2004

$1,518

2003

$1,229

2002

$777

Product key
Property (short-tail)

Casualty (long-tail)

Other (specialty)

G L O B A L
R E I N S U R A N C E

(Clockwise from top left)

Eric Gutiérrez, European Treaty Underwriter,
ACE Tempest Re Europe, Zurich
Carole Kirk, Chief Financial Officer,
ACE Tempest Re USA, Stamford
Kathleen Reardon, Senior Vice President and
Chief Underwriting Officer, International Property
Catastrophe, ACE Tempest Re Bermuda, Hamilton
William Neave, Marine Treaty Underwriter,
ACE Tempest Re Europe, London
Tracy Thomson, Senior Vice President,
Underwriting, ACE Tempest Re USA, Stamford
Erin Anderson, Senior Vice President and Chief
Underwriting Officer, U.S. Property Catastrophe,
ACE Tempest Re Bermuda, Hamilton

M

arketing its coverage worldwide under the

To strengthen its presence in the Canadian

ACE Tempest Re brand, the Global Reinsurance

reinsurance marketplace, ACE Tempest Re

segment provides a broad range of products to

opened an office in Montreal in late 2006.

a diverse array of primary property and casualty

ACE Tempest Re Canada writes reinsurance on

insurers through major business units in

behalf of ACE’s licensed and admitted Canadian

Bermuda, North America and Europe. Those

insurance companies, and, as a Lloyd’s

units include ACE Tempest Re Bermuda, ACE

approved coverholder, offers its clients access to

Tempest Re USA, ACE Tempest Re Canada,

Syndicate 2488, a wholly owned ACE syndicate,

and ACE Tempest Re Europe (which includes

also licensed and admitted in Canada. During

ACE’s Lloyd’s-based reinsurance business and

the year, ACE Tempest Re played an active

ACE European Group’s property and casualty

role in working with Lloyd’s in the development

reinsurance operations).

of Lloyd’s China Re, where an ACE Tempest Re

Disciplined underwriting, in combination

underwriter will be based.

with a benign catastrophe environment, made

In order to continue to diversify its worldwide

2006 an exceptionally profitable year for ACE

portfolio, ACE Tempest Re appointed country

Tempest Re, which achieved a combined ratio

managers in London and on the continent

of 76%. A flight to quality in the reinsurance

of Europe to take more direct responsibility

marketplace worked to ACE Tempest Re’s

for understanding local market conditions

advantage, as its strong financial ratings gave

and solving client problems. ACE Tempest

it access to opportunities unavailable to many

Re also has been assigning underwriting

other reinsurers.

resources to better market to mid-size and

During the year, ACE Tempest Re made further
progress in its long-term drive to diversify its
business by geography as well as product line.

smaller reinsurance brokerage firms so as to
identify opportunities from these producers
for future growth.

To better serve clients in continental Europe,

ACE Tempest Re has long been distinguished

for example, the segment added casualty

as a technical underwriter, committed to pricing

and surety coverage to the offerings of its

business consistently and rationally. The business

Zurich office. ACE Tempest Re also distributed

units price coverage by determining the loss

Excalibur, its proprietary property catastrophe

cost and then adding a margin for profit and

model, to its offices in Montreal, London,

expenses. ACE Tempest Re will share its analysis

Zurich and Stamford – thereby enabling these

with clients and intermediaries in order to allow

offices to underwrite coverage with the

them to understand its assessment of the risk.

technical proficiency it first developed in
Bermuda, ACE’s center-of-excellence for property
catastrophe reinsurance. In addition to providing
more timely responses to client submissions,
this step allows ACE Tempest Re to serve
smaller insurance companies whose property
catastrophe programs typically do not come to
the Bermuda marketplace.
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A BROAD APPETITE AND A FRANK APPRAISAL

M

arkel Corporation, a Richmond, Virginia-based international property and casualty
insurer that sells specialty insurance products and programs in a wide range of
niche markets, is particularly eager to find reinsurers with breadth. “What’s extremely
compelling about ACE Tempest Re from the reinsurance standpoint is that its appetite
is broad,” explains the insurer’s president and chief operating officer, Tony Markel.
“In its support to Markel, ACE Tempest Re currently runs the gamut from property
to inland marine to casualty to excess umbrella to environmental and professional
liability. Very few of our reinsurance partners bring that sort of diverse underwriting
appetite to the table.”
Equally important, in Markel’s view, is the candid and direct business relationship
he enjoys with ACE Tempest Re. “We do virtually all our reinsurance business
through a broker, but we also spend a lot of time developing face-to-face relationships
with our reinsurers. The people at ACE Tempest Re are solid underwriters and strong
technicians. They’re very, very thorough. The questions they ask, the suggestions they
make, the discipline they go through in dialogue with us have proven to be extremely
valuable. They don’t mince words – the appraisal they give us is very straightforward
and very frank.”
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Left, Peter Ziesing,
Senior Vice President,
Underwriting, ACE Tempest Re
USA, and Tony Markel,
President and Chief Executive
of Markel Corporation, in
Markel’s Richmond,
Virginia boardroom.

VALUED SUPPORT – FINANCIAL AND OTHERWISE

W

ith ACE Tempest Re acting for its lead reinsurer, First Mercury has achieved nearly
tenfold growth over the last five years. This insurer specializes in general liability
coverage to companies in the security, alarm and fire-safety industries. “As we’ve
grown and expanded our footprint in different market segments, ACE Tempest Re has
been there to support us,” says Chairman, President and Chief Executive Officer
Richard Smith. “We view ACE Tempest Re as a strategic partner.” Smith especially
appreciates having direct access to principal decision makers at ACE Tempest Re.
“Reinsurance is our largest single expenditure by a dramatic amount. We prefer not
to negotiate with a committee. We have very tough negotiations with the decision
makers at ACE Tempest Re, and we come to a place that’s fair for both organizations.”

Left, James Wixtead,
Chief Executive Officer,
ACE Tempest Re USA,
with Richard Smith,
Chairman, President and
Chief Executive Officer,
First Mercury Insurance
Company, in First Mercury’s
headquarters in
Southfield, Michigan.

ACE Tempest Re supports First Mercury in non-financial ways, too. “When we’re
looking at a new line of business, we’ll ask the team at ACE Tempest Re what they
know about it,” Smith adds. “We look at them as advisors, and they’ve kept us out of
trouble. We also put a lot of faith in the audit teams that come in to look at our claims.
We’re a small company doing business nationwide, and we depend heavily on the
work they do. And ACE Tempest Re’s service on claims has always been excellent.”
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“At ACE Life, our strategy is to
focus on emerging-market countries
where the middle class is expanding
and where there’s a strong
propensity to save. At ACE Tempest
Life Re, we’re taking our niche
business as a U.S. reinsurer of
annuities to the global markets
while also diversifying into other
product lines.”

Barry Jacobson
President,
ACE International Life
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A GROWING GLOBAL PRESENCE

Net premiums written in the Life Insurance
and Reinsurance segment increased by
$26 million to $274 million in 2006,
while net investment income grew 17%
to $42 million. After-tax operating income
increased from $100 million to $138 million, driven mainly by growth at ACE
Tempest Life Re.

Net Premiums Earned
(Product Contribution for Full Year 2006)

Life Reinsurance

90%

Life Insurance

10%

Operating Income, 2002 to 2006
(in millions of U.S. dollars)
2006

$138

2005

$100

2004

$51

2003

$16

2002

$5

L I F E

I N S U R A N C E

A N D
R E I N S U R A N C E

(Clockwise from top left)

Sami Sharif, Chief Executive Officer,
ACE Life Middle East and Africa, Cairo
Ron Colligan, President,
ACE Tempest Life Re USA, Stamford
Saloon Tham, Chief Executive Officer,
Huatai Life, Beijing
Sherry Hersey, Chief Marketing Officer,
ACE Life, New York
David Chen, Chief Executive Officer,
ACE Life, Asia Pacific Region, Taipei
Sylvia Oliveira, Chief Actuary,
ACE Tempest Life Re, Bermuda, Hamilton

A

CE Life offers client-focused life insurance

The primary focus for ACE Tempest Life Re

and investment and savings products to con-

continues to be reinsurance of variable annuity

sumers in Asia, Latin America, the Middle East

guarantees. This is a specialty market in which

and Eastern Europe. ACE Tempest Life Re

ACE Tempest Life Re has a significant presence.

provides solutions to the complex risk and

In 2006, much of ACE Tempest Life Re’s

capital management challenges facing life

growth was in international markets, where it

insurers around the globe, while ACE Tempest

built new relationships in Asia and closed its

Life Re USA brings traditional life reinsurance

first transactions in Europe.

capacity to the U.S. marketplace.

Also during 2006, ACE purchased Hart Life,

During 2006, ACE Life continued to expand

a U.S. life insurance shell with licenses in 49

its presence in the emerging markets of Asia,

states and the District of Columbia. Renamed

where it first set down roots. By the close

ACE Tempest Life Re USA, this new ACE

of the year, it had more than 5,000 agents

company, located in Stamford, Connecticut,

in over 25 sales offices. Moving beyond its

concentrates on more traditional forms of life

existing markets, ACE Life also received a

reinsurance. ACE Tempest Life Re USA services

license to write policies in Russia in December

U.S. life insurers seeking a long-term partner-

2006 and has formulated plans for other

ship with a highly rated counterparty that truly

European and Middle Eastern markets for 2007.

understands life insurers’ needs.

The acquisition of Peru’s Altas Cumbres Life
Insurance Company in December 2006 begins
to position ACE Life for Latin American growth
by allowing life products to be sold through
bank branches where Altas Cumbres’ credit
life insurance is sold.

Throughout the year, ACE’s life insurance and
reinsurance businesses sought to bring a range
of product offerings, distribution experience
and flexibility in their dealings with clients to
each market in which they conduct business.
The business strategies of ACE Life, ACE

In addition to geographic range, breadth of

Tempest Life Re and ACE Tempest Life Re USA

distribution is another important competitive

are based on finding innovative solutions to

strength that ACE Life is building. The company

help meet the needs of clients, whether they

sells its products through multiple channels,

are individuals, corporations or affinity groups.

including bancassurance, telemarketing,
direct marketing, worksite marketing and
group insurance, as well as brokers and
agents. In Taiwan, it has begun selling life
policies through the Home Shopping Channel.
Product innovation is another key strength.
In Vietnam, it introduced the first term life
and universal life products available in that
market. In Thailand, ACE has become a
leader in telemarketing and direct marketing
sales of insurance, partnering with banks,
consumer finance companies, retailers and
affinity groups.
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B U Y I N G A N I N N O V AT I V E P R O D U C T

A

CE Life, which launched its business in Vietnam in September 2005, went on to
introduce the first universal life insurance policy in Vietnam’s history in March 2006.
Such policies appeal strongly to members of the country’s rising middle class as they
accumulate wealth. One young entrepreneur, Luong Ngoc Trung, 37, became one of
the first Vietnamese to buy a universal life policy in May 2006. The owner of a small
business in Ho Chi Minh City, Tuong Minh Company Ltd., specializing in industrial
cleaning supplies, Mr. Luong has a wife and two young children to protect. “Universal
life offers the highest benefit to me right now,” he explains. “The flexible premium
payments are very helpful for someone in my financial situation.” Mr. Luong was
attracted not only by the product’s benefits, but also by ACE as a socially responsible
company. “ACE Life has provided good community support in Vietnam. It created a
scholarship program for talented young people. This is very important in a country
where a good education is so important for your future success.”
Mr. Luong decided to protect his business as well as his family by purchasing universal
life insurance for his key employees, too. And he has recommended ACE Life to friends
and family members alike. Through his introduction, several have already become
ACE clients.
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Left, Luong Ngoc Trung,
owner of a small industrial
cleaning supply business
in Ho Chi Minh City,
with Tuan Hai Lam,
Chief Executive Officer,
ACE Life Vietnam.

INVESTING TIME AND EFFORT

T

he Paris office of Benfield Group, a leading independent reinsurance and risk
intermediary, received an unusual request: A French life insurer wanted to reinsure
a portfolio of guaranteed minimum death benefits associated with one of its products.
This was the first such mandate Benfield had received in France since 2000, and
the reinsurance contract would have to be designed to conform with the particulars
of French law, wording and market practice. Isabelle Dartiguelongue and Pierre Vendé,
brokers in Benfield’s Paris office, learned from colleagues in the U.S. that ACE Tempest
Life Re was underwriting similar reinsurance coverage for life insurers in the United
States, and they made the contact.

Left, Huan Tseng,
Senior Vice President
and Chief Pricing Officer,
ACE Tempest Life Re,
with Benfield Group brokers
Isabelle Dartiguelongue and
Pierre Vendé, in Paris.

“We worked with ACE Tempest Life Re over a span of five months,” Vendé explains.
“It was a consultative process that led, step by step, to a solution. In the end,
ACE Tempest Life Re was able to satisfy our client’s requirements at an affordable
price, without imposing unacceptable terms or conditions. There are not many other
reinsurers that could have done this.” Having invested the time and effort to understand
Benfield’s challenge in France, ACE Tempest Life Re expects the transaction to serve
as a foundation for future business throughout the region.
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ACE LIMITED DIRECTORS

Brian Duperreault*

Michael G. Atieh

Chairman, ACE Limited

Executive Vice President and Chief Financial Officer,
OSI Pharmaceuticals.

Prior experience:
Chief Executive Officer, President, ACE Limited;
Senior posts at American International Group.
Board/Trustee memberships:
Chairman, Centre on Philanthropy;
Chairman, Bermuda Institute of Ocean Sciences;
Director, Bermuda Monetary Authority;
Director, The Bank of N.T. Butterfield & Son.;
Director, Tyco International Ltd.;
Trustee, The Peter J. Tobin College of Business,
School of Risk Management, Insurance and
Actuarial Science, St. John’s University;
Trustee, Saint Joseph’s University.
Evan G. Greenberg*

President and Chief Executive Officer, ACE Limited
Prior experience:
President and Chief Operating Officer,
Vice Chairman, ACE Limited;
President and Chief Operating Officer,
American International Group.
Board/Trustee memberships:
Vice Chairman, American Insurance Association;
Director, Financial Services Roundtable;
Trustee, New York Philharmonic;
Trustee, The Lauder Institute.

Prior experience:
Group President, Dendrite International, Inc.;
Senior Vice President and Chief Financial Officer,
Dendrite International, Inc.;
Vice President, U.S. Human Health
(a division of Merck & Co., Inc.);
Senior Vice President, Merck-Medco Managed Care
L.L.C. (a division of Merck & Co., Inc.);
Vice President of Public Affairs, Merck & Co., Inc.;
Treasurer, Merck & Co., Inc.
Certified Public Accountant
Board/Trustee memberships:
Director, Clintrak Pharmaceutical Services.
Mary Cirillo

Advisor, Hudson Venture Partners L.P.
Prior experience:
Chairman, Opcenter LLC;
Chief Executive Officer, Global Institutional Services,
Deutsche Bank North America;
Senior Vice President, Global Relationship Banking
Operations & Technology, Citicorp (USA).
Boards/Trustee memberships:
Director, DealerTrack Holdings;
Director, Health Care Property Investors, Inc.;
Director, Thomson Corporation (Canada);
Director, Roundabout Theatre Company.
Bruce L. Crockett

Chairman, Crockett Technologies Associates (CTA)
Prior experience:
President, Chief Executive Officer,
COMSAT Corporation.
Board/Trustee memberships:
Chairman, AIM Family of Mutual Funds;
Chairman, Captaris, Inc.;
Senior Trustee, University of Rochester.

* Mr. Duperreault will step down as Chairman of the Board of ACE
Limited on May 17, 2007. On that date Mr. Greenberg will assume
the additional position of Chairman of the Board of ACE Limited.
Mr. Duperreault will continue to serve as a director of ACE Limited.
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Robert M. Hernandez

Robert Ripp

Chairman, RTI International Metals, Inc.

Chairman, Lightpath Technologies Inc.

Prior experience:
Vice Chairman, Director and Chief Financial Officer,
USX Corporation;
President and Chief Operating Officer,
US Diversified Group, USX Corporation.

Prior experience:
Director, Chairman and Chief Executive Officer,
AMP Incorporated; Executive Vice President,
Global Sales and Marketing, and Chief Financial
Officer, AMP International;
Vice President and Treasurer,
International Business Machines Corporation.

Board/Trustee memberships:
Director, Eastman Chemical Company;
Director, RTI International Metals, Inc.;
Vice Chairman, BlackRock Funds.
Mr. Hernandez is Lead Director of the Board of
Directors of ACE Limited.
John A. Krol

Retired Chairman and Chief Executive Officer,
E.I. du Pont de Nemours and Company
Prior experience:
Vice Chairman, President,
E.I. du Pont de Nemours and Company.
Board/Trustee memberships:
Director, Tyco International Ltd.;
Director, MeadWestvaco Corporation;
Director, Milliken & Company;
Director, Bechtel Corporation;
Trustee, University of Delaware.
Peter Menikoff

Private Investor
Prior experience:
Interim Chief Financial Officer,
Vlasic Foods International Inc.;
Executive Vice President and Chief Administrative
Officer, Tenneco Energy Corporation;
Senior Vice President, Tenneco, Inc.;
Executive Vice President, Case Corporation;
Treasurer, Tenneco, Inc.

Board/Trustee memberships:
Director, PPG Industries, Inc.;
Director, Lightpath Technologies Inc.
Dermot F. Smurfit

President, Federation European Fabrication Carton
Ondule (FEFCO)
Prior experience:
Chairman, Anker plc; Chairman, Peach Holdings,
plc; Chairman, Smurfit Europe;
Joint Deputy Chairman, Jefferson Smurfit Group plc;
Chairman and Chief Executive Officer, Continental
European Operations, Jefferson Smurfit Group plc;
Director, Sales and Marketing, Jefferson Smurfit
Group plc.
Board/Trustee memberships:
Chairman, Eurolink Motorway Operations Ltd.;
Chairman, World Containerboard Organisation;
Chairman, Powerflute Oy; Chairman, Pankaboard Oy.
Gary M. Stuart

Former Chief Financial Officer,
Optimum Logistics Inc.
Prior experience:
Executive Vice President and Chief Financial Officer;
Vice President and Treasurer, Union Pacific
Corporation.

Thomas J. Neff

Chairman, Spencer Stuart, U.S.
Prior experience:
President and Managing Partner,
Spencer Stuart worldwide.
Board/Trustee memberships:
Director, Hewitt Associates Inc.;
Director, Lord Abbett Mutual Funds;
Trustee, Lafayette College.
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ACE LIMITED COMMITTEES

Audit Committee

Finance and Investment Committee

The committee was established by the Board to
assist the Board in its oversight of the integrity of
the Company’s financial statements and financial
reporting process, the Company’s compliance with
legal and regulatory requirements, the system of
internal controls, the audit process, the performance
of the Company’s internal auditors and the
performance, qualification and independence of
the Company’s independent registered public
accounting firm.

The committee was established to oversee
management’s investment of the Company’s
investable assets. The committee also oversees,
and makes recommendations to the Board with
respect to, the Company’s capital structure and
financing arrangements in support of the
Company’s annual financial plan.

Robert Ripp, Chairman
Michael G. Atieh
Bruce L. Crockett
Peter Menikoff
Gary M. Stuart
Nominating and Governance Committee

The committee was established by the Board to
assist the Board in identifying individuals qualified
to become Board members; to recommend to
the Board director nominees; and to develop and
recommend to the Board appropriate corporate
governance guidelines. In addition to general
corporate governance matters, the Nominating
and Governance Committee assists the Board and
the Board committees in their self-evaluations.
Robert M. Hernandez, Chairman
Mary A. Cirillo
John A. Krol
Thomas J. Neff
Dermot F. Smurfit
Compensation Committee

The committee was established to discharge the
Board’s responsibilities relating to compensation of
the Company’s employees.
John A. Krol, Chairman
Mary A. Cirillo
Robert M. Hernandez
Thomas J. Neff
Dermot F. Smurfit
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Peter Menikoff, Chairman
Michael G. Atieh
Bruce L. Crockett
Robert Ripp
Gary M. Stuart
Executive Committee

The committee, which meets only in emergency
situations, was established by the Board to exercise
all the powers and authority of the Board in the
management of the business and affairs of the
Company between the meetings of the Board,
except as limited by the Company’s Memorandum
or Articles of Association, rules of the New York
Stock Exchange or applicable law or regulation;
and matters that are specifically reserved for another
committee of the Board.
Brian Duperreault, Chairman
Evan G. Greenberg
Robert M. Hernandez
John A. Krol
Peter Menikoff
Robert Ripp

C O R P O R AT E I N F O R M AT I O N

ACE Limited Executive Officers**

Evan G. Greenberg
President and Chief Executive Officer
Philip V. Bancroft
Chief Financial Officer
Robert Cusumano
General Counsel
Brian E. Dowd
Chief Executive Officer, Insurance-North America;
Chairman, ACE USA;
Chairman, ACE Westchester
John Keogh
Chief Executive Officer, ACE Overseas General
Paul Medini
Chief Accounting Officer
** Executive Officers for SEC reporting purposes

ACE Group Executives

John Bassetto
President and Chief Executive Officer,
ACE Asia Pacific

Barry Jacobson
President, ACE International Life
Andrew Kendrick
Chairman and Chief Executive Officer,
ACE European Group
Rainer Kirchgaessner
Global Corporate Development Officer,
ACE Group
Ken Koreyva
Treasurer, ACE Group
Frank Lattal
Chief Claims Officer, ACE Limited
Andreas Lewin
President and Chief Executive Officer,
ACE Tempest Re Bermuda
Ari Lindner
President, ACE Tempest Life Re
John Lupica
President and Chief Executive Officer,
ACE USA
Patrick F. McGovern
Chief Communications Officer, ACE Group

Robert A. Blee
Chief Financial Compliance Officer, ACE Limited

Sean Ringsted
Chief Actuary, ACE Group

Jacques Q. Bonneau
President and Chief Executive Officer,
ACE Tempest Re Group

Ronald J. Rintala
Global Operations Officer, ACE Group

Timothy Boroughs
Chief Investment Officer, ACE Group

Audrey Samers
Global Compliance and Business Ethics Officer,
ACE Group

Jorge Luis Cazar
President and Chief Executive Officer,
ACE Latin America

Lori Samson
Chief Administration Officer,
Bermuda Companies

Edward Clancy
President and Chief Operating Officer,
ACE Overseas General; President,
International Accident & Health

Julie Schaekel
Chief Auditor, ACE Group

Phillip B. Cole
Global Human Resources Officer, ACE Group

Matthew Shaw
Managing Director, ACE Tempest Re Europe
William M. Siegle
Chief Information Officer, ACE Group

Dennis Crosby
President and Chief Executive Officer,
ACE Westchester

Neil C. Smith
President, ACE Far East

Rees Fletcher
President and Chief Executive Officer, ACE Bermuda

James E. Wixtead
Chief Executive Officer,
ACE Tempest Re USA
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The Annual General Meeting of ACE Limited
shareholders will be held on Thursday, May 17,
2007, at 8 a.m. at ACE Global Headquarters,
17 Woodbourne Avenue, Hamilton, Bermuda.

Send Certificates for Transfer and Address
Changes to:

Mellon Investor Services LLC
Stock Transfer Department
P.O. Box 3315
So. Hackensack, NJ 07606 USA

Visit the Investor Information section of acelimited.com,
write to the Investor Relations Department at ACE
Limited or e-mail investorrelations@ace.bm for
copies of the Company’s reports to the Securities and
Exchange Commission on Form 10-K, Form 10-Q or
Form 8-K, all of which are available without charge.

Independent Auditors:

PricewaterhouseCoopers LLP
Two Commerce Square, Suite 1700
2001 Market Street
Philadelphia, PA 19103
Tel: 267 330 3000

Address Investor Relations Inquiries to:

Director, Investor Relations
ACE Limited
ACE Global Headquarters
17 Woodbourne Avenue
Hamilton HM 08
Bermuda
Tel: 441 299 9283
Fax: 441 292 8675
E-mail: investorrelations@ace.bm

New York Stock Exchange Symbol:

ACE
ACE Cusip Number:

G0070K-10-3
CEO and CFO Certifications

In 2006, ACE Limited’s Chief Executive Officer (CEO)
provided to the New York Stock Exchange the
annual CEO certification regarding ACE Limited’s
compliance with the New York Stock Exchange’s
corporate governance listing standards. In addition,
in 2006 ACE Limited filed with the U.S. Securities
and Exchange Commission all certifications of its
CEO and Chief Financial Officer required by the
Sarbanes-Oxley Act of 2002.

Transfer Agent & Registrar:

Mellon Investor Services LLC
480 Washington Boulevard
Jersey City, NJ 07310-1900 USA
Tel: 888 224 2732 or 201 680 6578
Address Shareholder Inquiries to:

Mellon Investor Services LLC
P.O. Box 3315
So. Hackensack, NJ 07606 USA
E-mail: shrrelations@melloninvestor.com
Website: melloninvestor.com

Price Range of Ordinary Shares and Dividends

The accompanying table sets forth the cash dividends
declared and the high and low closing sales prices
of the Company’s Ordinary Shares, as reported on
the NYSE Composite Tape for the periods indicated:

The Ordinary Shares have been traded on the NYSE
since March 25, 1993.

2006
High

Low

2005

Cash
Dividends

High

Low

Cash
Dividends

Quarter ending March 31

$

56.66

$

52.01

$

0.23

$

47.25

$

41.27

$

0.21

Quarter ending June 30

$

55.54

$

48.18

$

0.25

$

45.90

$

38.70

$

0.23

Quarter ending September 30

$

55.98

$

48.99

$

0.25

$

47.31

$

43.48

$

0.23

Quarter ending December 31

$

61.16

$

54.09

$

0.25

$

56.57

$

45.58

$

0.23

30

ACE01519_Cover_05_FullDoc

3/30/07

12:06 PM

Page 2

CONTENTS

FINANCIAL HIGHLIGHTS

1

TO OUR SHAREHOLDERS

2

P E O P L E A N D C A P I TA L

8

INSURANCE – NORTH AMERICAN
INSURANCE – OVERSEAS GENERAL
GLOBAL REINSURANCE

Contributing photographers:

10
14

18

LIFE INSURANCE AND REINSURANCE

22

FORM 10-K

C O R P O R AT E G O V E R N A N C E AT A C E L I M I T E D
C O R P O R AT E I N F O R M AT I O N

29

S H A R E H O L D E R I N F O R M AT I O N

30

26

Michael Coyne
Henry Feather
Arington Hendley
Peter Howard
David McIntyre
Robin Moyer
V. Stephen Raynor
Cheryl Sheridan
William Taufic
Neal Wilson
Design and art direction:
Rob Frankle for masius

This report is printed on
recycled paper containing
10% post-consumer waste
fiber. The paper is certified
to the international standards
of the Forest Stewardship
Council (FSC), which promotes
responsible management of
the world’s forests. It was
printed by L.P. Thebault,
an FSC certified and carbonneutral certified printer, using
100% green renewable energy.

ACE01519_Cover_05_FullDoc

3/30/07

12:06 PM

Page 1

ACE Limited
ACE Global Headquarters
17 Woodbourne Avenue
Hamilton HM 08
Bermuda
acelimited.com

A C E

L I M I T E D

A

N

N

U

A

L

R

E

P

O

R

T

2

0

0

6

