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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

x  Quarterly report pursuant to section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended June 30, 2016

or

Transition report pursuant to section 13 or 15(d) of the Securities Exchange Act of 1934
For the transition period from to

Commission File Number: 1-09761

ARTHUR J. GALLAGHER & CO.

(Exact name of registrant as specified in its charter)

Delaware 36-2151613
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

Two Pierce Place, Itasca, Illinois 60143-3141
(Address of principal executive offices) (Zip code)

(630) 773-3800
(Registrant s telephone number, including area code)

Not Applicable
(Former name, former address and former fiscal year, if changed since last report)
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15 (d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes x No ~
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer  x Accelerated filer
Non-accelerated filer - Smaller reporting company
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes © No x

The number of outstanding shares of the registrant s common stock, $1.00 par value, as of June 30, 2016 was approximately 177,031,000.
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Item 1. Financial Statements (Unaudited)

Part I - Financial Information

Arthur J. Gallagher & Co.
Consolidated Statement of Earnings

(Unaudited - in millions, except per share data)

Three-month period ended

June 30,
2016 2015
Commissions $ 6634 $§ 6343
Fees 374.6 367.3
Supplemental commissions 38.6 34.8
Contingent commissions 25.1 22.8
Investment income 12.5 12.3
Gains on books of business sales 1.4 35
Revenues from clean coal activities 311.9 297.0
Other net revenues (losses) 0.4) 0.6)
Total revenues 1,427.1 1,371.4
Compensation 631.0 615.1
Operating 204.6 207.1
Cost of revenues from clean coal activities 325.0 306.8
Interest 272 26.0
Depreciation 26.0 22.8
Amortization 62.6 59.5
Change in estimated acquisition earnout payables 13.2 5.6
Total expenses 1,289.6 1,242.9
Earnings before income taxes 137.5 128.5
Benefit for income taxes (18.2) (19.1)
Net earnings 155.7 147.6
Net earnings attributable to noncontrolling interests 5.7 8.3
Net earnings attributable to controlling interests $ 1500 $ 1393
Basic net earnings per share $ 0.85 $ 0.82
Diluted net earnings per share 0.84 0.81
Dividends declared per common share 0.38 0.37

Table of Contents

See notes to consolidated financial statements.

Six-month period ended

June 30,
2016 2015
$1,229.4 $1,154.0
712.8 690.5
71.5 61.7
80.3 67.3
22.8 254
3.6 4.4
606.7 600.9
0.4 (1.5)
2,727.5 2,602.7
1,253.1 1,190.3
409.1 410.6
629.4 616.1
53.0 51.6
50.7 44.3
121.9 114.2
17.1 16.2
2,534.3 2,443.3
193.2 159.4
(20.4) (20.6)
213.6 180.0
17.1 18.8
$ 196.5 $ 161.2
$ 1.11 $ 096
1.10 0.95
0.76 0.74



Edgar Filing: GALLAGHER ARTHUR J & CO - Form 10-Q

Table of Conten
Arthur J. Gallagher & Co.
Consolidated Statement of Comprehensive Earnings

(Unaudited - in millions)

Three-month period ended

June 30,
2016 2015

Net earnings $ 155.7 $ 1476
Change in pension liability, net of taxes 2.8

Foreign currency translation (59.1) 49.6
Change in fair value of derivative investments, net of taxes (11.8) 6.4
Comprehensive earnings 87.6 203.6
Comprehensive earnings attributable to noncontrolling interests 8.1 (1.4)
Comprehensive earnings attributable to controlling interests $ 795 $ 205.0

See notes to consolidated financial statements.
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Six-month period ended

June 30,

2016 2015
$ 213.6 $ 180.0
3.6 0.7
(71.8) (85.2)
(12.8) 6.4
132.6 101.9
22.3 5.4

$ 1103 $ 1073
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Arthur J. Gallagher & Co.

Consolidated Balance Sheet

Cash and cash equivalents
Restricted cash

Premiums and fees receivable
Other current assets

Total current assets

Fixed assets - net

Deferred income taxes

Other noncurrent assets

Goodwill - net

Amortizable intangible assets - net

Total assets

Premiums payable to insurance and reinsurance companies
Accrued compensation and other accrued liabilities
Unearned fees

Other current liabilities

Premium financing debt

Corporate related borrowings - current

Total current liabilities
Corporate related borrowings - noncurrent
Other noncurrent liabilities

Total liabilities

Stockholders equity:

Common stock - issued and outstanding 177.0 shares in 2016 and 176.9 shares in 2015

Capital in excess of par value
Retained earnings
Accumulated other comprehensive loss

Stockholders equity attributable to controlling interests
Stockholders equity attributable to noncontrolling interests

Total stockholders equity

Total liabilities and stockholders equity

See notes to consolidated financial statements.
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(In millions)

June 30,
2016
(Unaudited)
$ 411.1
1,430.9
2,038.4

605.2

4,485.6
213.9
702.3
606.6

3,716.1

1,659.8

$ 11,3843

$ 32165
658.5

72.8

49.7

101.2
285.0

4,383.7
2,344.4
1,000.4

7,728.5

177.0

3,191.2

835.2
(603.5)

3,599.9
559

3,655.8

$ 11,3843

December 31,
2015

$ 480.4
1,412.1
1,734.0

587.2

4,213.7
202.7
643.5
488.9

3,662.9

1,698.8

$ 109105

$ 28771
812.7

61.3

54.0

137.0

245.0

4,187.1
2,071.7
963.5

7,222.3

176.9

3,209.4

774.5
(522.5)

3,638.3
49.9

3,688.2

$ 109105
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Consolidated Statement of Cash Flows

(Unaudited - in millions)

Cash flows from operating activities:

Net earnings

Adjustments to reconcile net earnings to net cash provided by operating activities:
Net gain on investments and other

Depreciation and amortization

Change in estimated acquisition earnout payables

Amortization of deferred compensation and restricted stock
Stock-based and other noncash compensation expense

Effect of changes in foreign exchange rates

Net change in restricted cash

Net change in premiums receivable

Net change in premiums payable

Net change in other current assets

Net change in accrued compensation and other accrued liabilities
Net change in fees receivable/unearned fees

Net change in income taxes payable

Net change in deferred income taxes

Net change in other noncurrent assets and liabilities

Unrealized foreign currency remeasurement loss

Net cash provided by operating activities

Cash flows from investing activities:

Net additions to fixed assets

Cash paid for acquisitions, net of cash acquired

Net proceeds from sales of operations/books of business
Net funding of investment transactions

Net cash used by investing activities

Cash flows from financing activities:

Proceeds from issuance of common stock

Tax impact from issuance of common stock
Repurchases of common stock

Payments for noncontrolling interests

Dividends paid

Net borrowings on premium financing debt facility
Borrowings on line of credit facility

Repayments on line of credit facility

Net borrowings of corporate related long-term debt

Net cash provided by financing activities

Effect of changes in foreign exchange rates on cash and cash equivalents

Table of Contents

Six-month period

ended June 30,
2016 2015
$ 213.6 $ 180.0
3.1) (3.4)
172.6 158.5
17.1 16.2
14.6 11.3
7.1 5.1
(1.3) 0.2
(54.4) (81.7)
(423.4) (258.6)
473.7 324.5
(25.9) (20.1)
(82.3) 17.2
12.8 (34.9)
(7.1) (42.9)
(62.0) (54.4)
(67.8) (69.4)
(39.2) (59.1)
145.0 88.5
(103.1) (45.5)
(143.6) (66.7)
3.1 4.4
(12.0) (7.7)
(255.6) (115.5)
20.9 188.2
3.1 8.8
(101.0)
(17.0) (18.9)
(136.4) (126.7)
(39.5) (29.6)
1,022.5 263.0
(982.5) (248.0)
276.0
46.1 36.8
4.8) (2.5)
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Net (decrease) increase in cash and cash equivalents (69.3)
Cash and cash equivalents at beginning of period 480.4
Cash and cash equivalents at end of period $ 411.1

Supplemental disclosures of cash flow information:

Interest paid $ 542

Income taxes paid 39.1
See notes to consolidated financial statements.
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7.3
314.4

$ 321.7

$ 521
48.4
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Consolidated Statement of Stockholders Equity

(Unaudited - in millions)

Accumulated
Capital Other
in Comprehensive
Common Stock Excess of Retained Earnings Noncontrolling
Par
Shares Amount Value Earnings (Loss) Interests Total
Balance at December 31, 2015 1769 $1769 $32094 $ 7745 $ (522.5) % 499 $3,683.2
Net earnings 196.5 17.1 213.6
Dividends paid to noncontrolling interests (16.3) (16.3)
Change in pension liability, net of taxes of $2.5
million 3.6 3.6
Foreign currency translation (71.8) 5.2 (66.6)
Change in fair value of derivative instruments,
net of taxes of ($8.5) million (12.8) (12.8)
Compensation expense related to stock option
plan grants 7.1 7.1
Tax impact from issuance of common stock 3.1 3.1
Common stock issued in:
Six purchase transactions 1.5 1.5 63.4 64.9
Stock option plans 0.5 0.5 13.8 14.3
Employee stock purchase plan 0.2 0.2 6.4 6.6
Deferred compensation and restricted stock 0.2 0.2 (13.3) (13.1)
Common stock repurchases 2.3) 2.3) (98.7) (101.0)
Cash dividends declared on common stock (135.8) (135.8)
Balance at June 30, 2016 1770  $177.0 $3,1912 $ 8352 §$ (603.5) $ 559  $3,655.8

See notes to consolidated financial statements.
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Notes to June 30, 2016 Consolidated Financial Statements (Unaudited)
1. Nature of Operations and Basis of Presentation

Arthur J. Gallagher & Co. and its subsidiaries, collectively referred to herein as we, our, us or the company, provide insurance brokerage and
risk management services to a wide variety of commercial, industrial, institutional and governmental organizations through three reportable
segments. Commission and fee revenue generated by the brokerage segment is primarily related to the negotiation and placement of insurance
for our clients. Fee revenue generated by the risk management segment is primarily related to claims management, information management,
risk control consulting (loss control) services and appraisals in the property/casualty market. Investment income and other revenue are generated
from our premium financing operations and our investment portfolio, which includes invested cash and restricted funds, as well as clean energy
and other investments. We are headquartered in Itasca, Illinois, have operations in 33 countries and offer client-service capabilities in more than
150 countries globally through a network of correspondent insurance brokers and consultants.

We have prepared the accompanying unaudited consolidated financial statements pursuant to the rules and regulations of the Securities and
Exchange Commission. Certain information and footnote disclosures normally included in annual financial statements have been omitted
pursuant to such rules and regulations. The unaudited consolidated financial statements included herein are, in the opinion of management,
prepared on a basis consistent with our audited consolidated financial statements for the year ended December 31, 2015, except as disclosed in
Note 2, and include all normal recurring adjustments necessary for a fair presentation of the information set forth. The quarterly results of
operations are not necessarily indicative of the results of operations to be reported for subsequent quarters or the full year. These unaudited
consolidated financial statements should be read in conjunction with the audited consolidated financial statements and the notes thereto included
in our Annual Report on Form 10-K for the year ended December 31, 2015. In the preparation of our unaudited consolidated financial statements
as of June 30, 2016, management evaluated all material subsequent events or transactions that occurred after the balance sheet date through the
date on which the financial statements were issued, for potential recognition or disclosure therein.

2. Effect of New Accounting Pronouncements
Stock Compensation

In March 2016, the Financial Accounting Standards Board (which we refer to as the FASB) issued Accounting Standards Update (which we
refer to as ASU) No. 2016-09, Improvements to Employee Share-Based Payment Accounting. This new accounting guidance requires that all
companies recognize the income tax effects of awards in the income statement when the awards vest or are settled, rather than maintaining an
APIC pool and recognizing the tax benefits in excess of compensation costs through equity. As it relates to forfeitures, the guidance allows for
companies to choose whether to continue to estimate forfeitures or account for forfeitures as they occur. ASU 2016-09 is effective for fiscal
years, and interim periods within those years, beginning after December 15, 2016. Early adoption is permitted and the new guidance may be
applied either retrospectively or on a prospective basis. Management is currently reviewing the guidance, and the impact from its adoption on
our consolidated financial statements cannot be determined at this time.

Consolidations

In February 2015, the FASB issued ASU No. 2015-02, Amendments to the Consolidation Analysis. This new accounting guidance on
consolidations eliminates the deferral granted to investment companies from applying the variable interest entities guidance and makes targeted
amendments to the current consolidation guidance. The new guidance applies to all entities involved with limited partnerships or similar entities
and required re-evaluation of these entities under the revised guidance, which could have changed previous consolidation conclusions. The new
guidance was effective in first quarter 2016 and has been applied by us. The adoption of this guidance did not have a material impact on our
consolidated financial statements.

Debt Issuance Costs

In April 2015, the FASB issued ASU No. 2015-03, Simplifying the Presentation of Debt Issuance Costs. The new accounting guidance requires
debt issuance costs to be presented in the balance sheet as a direct deduction from the associated debt liability. The new guidance was effective
in first quarter 2016 and has been applied by us on a retrospective basis. Accordingly, we have reclassified debt issuance costs of $3.3 million
previously included in Other non-current assets to Corporate related borrowings noncurrent in our consolidated balance sheet as of

December 31, 2015.

Table of Contents 11
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Intangibles Goodwill and Other

In April 2015, the FASB issued ASU No. 2015-05, Intangibles - Goodwill and Other - Internal-Use Software (Subtopic 350-40): Customer s
Accounting for Fees Paid in a Cloud Computing Arrangement. This new guidance provides additional information to help entities determine
whether a cloud computing arrangement contains a software license that should be accounted for as internal-use software or as a service
contract. The new guidance was effective in first quarter 2016 and has been applied by us. The adoption of this guidance did not have a material
impact on our consolidated financial statements.

Business Combinations

In September 2015, the FASB issued ASU No. 2015-16, Business Combinations (Topic 805): Simplifying the Accounting for
Measurement-Period Adjustments. The new accounting guidance requires that measurement period adjustments be recognized in the reporting
period in which the adjustment amount is determined rather than retrospectively applying the change to the acquisition date. The new guidance
was effective in first quarter 2016 and was applied by us. The adoption of this guidance did not have a material impact on our consolidated
financial statements.

Income Taxes

In November 2015, the FASB issued ASU No. 2015-17, Income Taxes (Topic 740): Balance Sheet Classification of Deferred Taxes. The new
accounting guidance requires that deferred tax assets and liabilities be classified as noncurrent on the balance sheet rather than being separated
into current and noncurrent components. ASU 2015-17 is effective in first quarter 2017. Early adoption is permitted and the standard may be
applied either retrospectively or on a prospective basis to all deferred tax assets and liabilities. We early adopted ASU 2015-17 during first
quarter 2016 on a retrospective basis. Accordingly, we reclassified the current deferred taxes to noncurrent in our December 31, 2015
consolidated balance sheet, which increased Noncurrent deferred tax assets by $122.1 million and increased Other noncurrent liabilities by
$4.6 million.

Revenue Recognition

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers, as a new Topic, ASC 606, which will supersede
nearly all existing revenue recognition guidance under U.S. GAAP. The core principal of the new accounting guidance is that an entity should
recognize revenue when it transfers promised goods or services to customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for those goods or services. The guidance also requires additional disclosure about the nature, amount, timing
and uncertainty of revenue and cash flows arising from customer contracts, including significant judgments and changes in judgments and assets
recognized from costs incurred to obtain or fulfill a contract. On July 9, 2015, the FASB decided to delay the effective date of the new revenue
standard by one year. Reporting entities may choose to adopt the standard as of the original effective date. The FASB decided, based on its
outreach to various stakeholders and the forthcoming amendments to the new revenue standard, that a deferral was necessary to provide
adequate time to effectively implement the new revenue standard. This new guidance was originally effective for the first quarter 2017 and early
adoption was not permitted. With the one year deferral date, this new guidance is now effective for the first quarter 2018, but it can be adopted
earlier in first quarter 2017. We plan to adopt this new guidance in first quarter 2018. The guidance permits two methods of transition upon
adoption; full retrospective and modified retrospective. Under the full retrospective method, prior periods would be restated under the new
revenue standard, providing a comparable view across all periods presented. Under the modified retrospective method, prior periods would not
be restated. Rather, revenues and other disclosures for pre-2017 periods would be provided in the notes to the financial statements as previously
reported under the current revenue standard. We are currently reviewing the guidance, and the impact from its adoption on our consolidated
financial statements cannot be determined at this time.

Leases

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). Under this new accounting guidance, an entity is required to recognize
right-of-use assets and lease liabilities on its balance sheet and disclose key information about leasing arrangements. This new guidance offers
specific accounting guidance for a lessee, a lessor and sale and leaseback transactions. Lessees and lessors are required to disclose qualitative
and quantitative information about leasing arrangements to enable a user of the financial statements to assess the amount, timing and uncertainty
of cash flows arising from leases. This new guidance is effective for first quarter 2019, and requires a modified retrospective adoption, with
early adoption permitted. We are currently reviewing the new guidance, and the impact from its adoption on our consolidated financial
statements cannot be determined at this time.

Table of Contents 13
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3. Business Combinations

During the six-month period ended June 30, 2016, we acquired substantially all of the net assets of the following firms in exchange for our
common stock and/or cash. These acquisitions have been accounted for using the acquisition method for recording business combinations

(in millions except share data):

Name and Effective

Date of Acquisition

Bomford, Couch & Wilson, Inc. February 1, 2016
White & Company Insurance, Inc. (WCI)
February 1, 2016

Joseph Distel & Company, Inc. March 1, 2016
Vincent L. Braband Insurance, Inc. March 1, 2016
Kane s Insurance Management Operations (KIM)
March 31, 2016

Capitol Benefits Group, Inc. April 1, 2016
Charles Allen Agency, Inc. April 1, 2016

Hagan Newkirk Financial Services, Inc. April 1,
2016

Insurance Plans Agency, Inc. April 1, 2016

KDC Associates, LLC (KDC) April 1, 2016
Hogan Insurance Services, Inc. (HIS) May 1, 2016
McNeary, Inc. (MNI) May 1, 2016

Ashmore & Associates Insurance Agency, LLC
(AAI) May 1, 2016

KRW Insurance Agency, Inc. (KRW) June 1,
2016

Buchholz Planning Corporation (BPC) June 1,
2016

Six other acquisitions completed in 2016

Table of Contents

Common Common

Shares Share
Issued Value
(000s)
$
494 17.4
51 2.3
172 7.4
572 22.0
139 5.9
1,428 $ 55.0
-10 -

Cash Accrued Escrow
Paid Liability Deposited

$ 09 § $

1.9

1.3 0.2

3.0 0.3
30.8

33 0.1

2.8 0.2

43 0.1

0.1

20.7 1.8

0.8

5.0

7.7 04

0.7

3.9 0.1

10.0 0.1 0.9

$887 $ 0.1 $ 126

Recorded
Earnout
Payable

$ 14

0.4
0.4
0.2
0.9
0.2
4.6
1.1
1.0
0.6
1.0

2.5
4.1

$ 184

Total
Recorded
Purchase

Price

$ 23

19.3
1.5
3.7

30.8
3.8
32

53
2.6
27.1
9.3
28.0
8.7
7.6

6.5
15.1

$ 1748

Maximum
Potential
Earnout
Payable

$ 21

1.1
2.8
0.7
3.1
1.5
7.5
2.0
55
1.7
1.6

6.0
6.5

$ 421
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Common shares issued in connection with acquisitions are valued at closing market prices as of the effective date of the applicable acquisition.
We record escrow deposits that are returned to us as a result of adjustments to net assets acquired as reductions of goodwill when the escrows
are settled. The maximum potential earnout payables disclosed in the foregoing table represent the maximum amount of additional consideration
that could be paid pursuant to the terms of the purchase agreement for the applicable acquisition. The amounts recorded as earnout payables,
which are primarily based upon the estimated future operating results of the acquired entities over a two- to three-year period subsequent to the
acquisition date, are measured at fair value as of the acquisition date and are included on that basis in the recorded purchase price consideration
in the foregoing table. We will record subsequent changes in these estimated earnout obligations, including the accretion of discount, in our
consolidated statement of earnings when incurred. The fair value of these earnout obligations is based on the present value of the expected future
payments to be made to the sellers of the acquired entities in accordance with the provisions outlined in the respective purchase agreements,
which is a Level 3 fair value measurement. In determining fair value, we estimated the acquired entity s future performance using financial
projections developed by management for the acquired entity and market participant assumptions that were derived for revenue growth and/or
profitability. Revenue growth rates generally ranged from 3.5% to 10.0% for our 2016 acquisitions. We estimated future payments using the
earnout formula and performance targets specified in each purchase agreement and these financial projections. We then discounted these
payments to present value using a risk-adjusted rate that takes into consideration market-based rates of return that reflect the ability of the
acquired entity to achieve the targets. These discount rates generally ranged from 8.5% to 9.0% for all of our 2016 acquisitions. Changes in
financial projections, market participant assumptions for revenue growth and/or profitability, or the risk-adjusted discount rate, would result in a
change in the fair value of recorded earnout obligations.

During the three-month periods ended June 30, 2016 and 2015, we recognized $4.0 million and $4.3 million, respectively, of expense in our
consolidated statement of earnings related to the accretion of the discount recorded for earnout obligations in connection with our acquisitions.
During the six-month periods ended June 30, 2016 and 2015, we recognized $8.2 million and $8.5 million, respectively, of expense in our
consolidated statement of earnings related to the accretion of the discount recorded for earnout obligations in connection with our acquisitions.
In addition, during the three-month periods ended June 30, 2016 and 2015, we recognized $9.2 million and $1.3 million of expense, respectively,
related to net adjustments in the estimated fair value of earnout obligations in connection with revised projections of future performance for 27
and 24 acquisitions, respectively. During the six-month periods ended June 30, 2016 and 2015, we recognized $8.9 million and $7.7 million of
expense, respectively, related to net adjustments in the estimated fair value of earnout obligations in connection with revised projections of
future performance for 57 and 43 acquisitions, respectively. The aggregate amount of maximum earnout obligations related to acquisitions was
$501.3 million as of June 30, 2016, of which $212.4 million was recorded in our consolidated balance sheet as of June 30, 2016, based on the
estimated fair value of the expected future payments to be made.

11 -
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The following is a summary of the estimated fair values of the net assets acquired at the date of each acquisition made in the six-month period
ended June 30, 2016 (in millions):

Thirteen
Other
WCI KIM KDC HIS MNI AAI KRW BPC Acquisitions  Total
Cash $ $22 $03 $02 $30 $06 $02 $ $ 19 $ 84
Other current assets 2.8 1.8 9.3 0.2 1.7 0.2 2.9 18.9
Fixed assets 0.1 04 0.1 0.1 0.1 0.1 0.1 1.0
Noncurrent assets 1.2 1.2
Goodwill 13.1 11.9 13.0 6.3 15.4 3.8 54 2.7 18.3 89.9
Expiration lists 8.9 16.3 13.4 49 19.4 4.5 33 3.7 18.6 93.0
Non-compete agreements 0.1 1.2 0.3 0.3 0.1 0.4 24
Total assets acquired 25.0 35.0 36.4 11.6 39.9 9.2 9.0 6.5 422 214.8
Current liabilities 22 39 8.9 0.4 22 0.5 0.1 33 21.5
Noncurrent liabilities 35 0.3 0.4 1.9 9.7 1.3 1.4 18.5
Total liabilities assumed 5.7 4.2 9.3 2.3 11.9 0.5 14 4.7 40.0
Total net assets acquired $193 $308 $27.1 $ 93 $280 $87 $76 $65 $ 375 $1748

Among other things, these acquisitions allow us to expand into desirable geographic locations, further extend our presence in the retail and
wholesale insurance brokerage services and risk management industries and increase the volume of general services currently provided. The
excess of the purchase price over the estimated fair value of the tangible net assets acquired at the acquisition date was allocated to goodwill,
expiration lists and non-compete agreements in the amounts of $89.9 million, $93.0 million and $2.4 million, respectively, within the brokerage
segment.

Provisional estimates of fair value are established at the time of each acquisition and are subsequently reviewed within the first year of
operations subsequent to the acquisition date to determine the necessity for adjustments. The fair value of the tangible assets and liabilities for
each applicable acquisition at the acquisition date approximated their carrying values. The fair value of expiration lists was established using the
excess earnings method, which is an income approach based on estimated financial projections developed by management for each acquired
entity using market participant assumptions. Revenue growth and attrition rates generally ranged from 1.0% to 3.0% and 2.5% to 10.0%,
respectively, for our 2015 acquisitions for which valuations were performed in 2016. We estimate the fair value as the present value of the
benefits anticipated from ownership of the subject customer list in excess of returns required on the investment in contributory assets necessary
to realize those benefits. The rate used to discount the net benefits was based on a risk-adjusted rate that takes into consideration market-based
rates of return and reflects the risk of the asset relative to the acquired business. These discount rates generally ranged from 12.0% to 14.5% for
our 2015 acquisitions for which valuations were performed in 2016. The fair value of non-compete agreements was established using the profit
differential method, which is an income approach based on estimated financial projections developed by management for the acquired company
using market participant assumptions and various non-compete scenarios.

Expiration lists, non-compete agreements and trade names related to our acquisitions are amortized using the straight-line method over their
estimated useful lives (three to fifteen years for expiration lists, three to five years for non-compete agreements and three to five years for trade
names), while goodwill is not subject to amortization. We use the straight-line method to amortize these intangible assets because the pattern of
their economic benefits cannot be reasonably determined with any certainty. We review all of our intangible assets for impairment periodically
(at least annually) and whenever events or changes in business circumstances indicate that the carrying value of the assets may not be
recoverable. In reviewing intangible assets, if the fair value were less than the carrying amount of the respective (or underlying) asset, an
indicator of impairment would exist and further analysis would be required to determine whether or not a loss would need to be charged against
current period earnings as a component of amortization expense.
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Of the $93.0 million of expiration lists and $2.4 million of non-compete agreements related to our acquisitions made during the six-month period
ended June 30, 2016, $41.0 million and $0.7 million, respectively, is not expected to be deductible for income tax purposes. Accordingly, we
recorded a deferred tax liability of $15.6 million, and a corresponding amount of goodwill, in the six-month period ended June 30, 2016 related
to nondeductible amortizable intangible assets.

Our consolidated financial statements for the six-month period ended June 30, 2016 include the operations of the acquired entities from their
respective acquisition dates. The following is a summary of the unaudited pro forma historical results, as if these entities had been acquired at
January 1, 2015 (in millions, except per share data):

Three-month period Six-month period
ended June 30, ended June 30,
2016 2015 2016 2015
Total revenues $1,429.9 $1,389.7 $2,746.0 $2,640.3
Net earnings attributable to controlling interests 149.9 139.4 196.7 162.2
Basic net earnings per share 0.84 0.81 1.10 0.96
Diluted net earnings per share 0.84 0.81 1.10 0.95

The unaudited pro forma results above have been prepared for comparative purposes only and do not purport to be indicative of the results of
operations which actually would have resulted had these acquisitions occurred at January 1, 2015, nor are they necessarily indicative of future
operating results. Annualized revenues of entities acquired during the six-month period ended June 30, 2016 totaled approximately

$70.4 million. For the six-month period ended June 30, 2016, total revenues and net earnings recorded in our unaudited consolidated statement
of earnings related to our acquisitions made during the six-month period ended June 30, 2016 in the aggregate, were $16.5 million and

$0.2 million, respectively.

4. Other Current Assets

Major classes of other current assets consist of the following (in millions):

June 30, December 31,

2016 2015
Premium finance advances and loans $ 230.8 $ 220.2
Accrued supplemental, direct bill and other receivables 166.9 181.1
Refined coal production related receivables 133.0 108.1
Prepaid expenses 74.5 77.8
Total other current assets $ 605.2 $ 587.2

The premium finance loans represent short-term loans which we make to many of our brokerage related clients and other non-brokerage clients
to finance their premiums paid to insurance carriers. These premium finance loans are primarily generated by three Australian and New Zealand
premium finance subsidiaries. Financing receivables are carried at amortized cost. Given that these receivables are collateralized, carry a fairly
rapid delinquency period of only seven days post payment date, and that contractually the majority of the underlying insurance policies will be
cancelled within one month of the payment due date in normal course, there historically has been a minimal risk of not receiving payment and
therefore we do not maintain any significant allowance for losses against this balance.

-13-
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5. Intangible Assets

The carrying amount of goodwill at June 30, 2016 and December 31, 2015 allocated by domestic and foreign operations is as follows
(in millions):

Risk
Brokerage Management Corporate Total

At June 30, 2016

United States $ 2,031.8 $ 23.5 $ $2,055.3
United Kingdom 700.9 4.7 705.6
Canada 302.2 302.2
Australia 393.5 393.5
New Zealand 210.4 0.3 210.7
Other foreign 48.8 48.8
Total goodwill - net $ 3,687.6 $ 28.5 $ $3,716.1
At December 31, 2015

United States $ 1,946.9 $ 23.5 $ $1,9704
United Kingdom 779.3 3.5 782.8
Canada 282.6 282.6
Australia 380.1 380.1
New Zealand 204.2 0.3 204.5
Other foreign 42.5 42.5
Total goodwill - net $ 3,635.6 $ 27.3 $ $3,662.9

The changes in the carrying amount of goodwill for the six-month period ended June 30, 2016 are as follows (in millions):

Risk
Brokerage Management Corporate Total
Balance as of December 31, 2015 $ 3,635.6 $ 27.3 $ $3,662.9
Goodwill acquired during the period 89.9 89.9
Goodwill adjustments due to appraisals and other acquisition adjustments 0.6 1.6 2.2
Foreign currency translation adjustments during the period (38.5) 0.4) (38.9)
Balance as of June 30, 2016 $ 3,687.6 $ 28.5 $ $3,716.1
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Major classes of amortizable intangible assets at June 30, 2016 and December 31, 2015 consist of the following (in millions):

June 30,
2016

Expiration lists $ 2,681.4
Accumulated amortization - expiration lists (1,039.9)
1,641.5

Non-compete agreements 49.3
Accumulated amortization - non-compete agreements (39.2)
10.1

Trade names 24.9
Accumulated amortization - trade names (16.7)
8.2

Net amortizable assets $ 1,659.8

Estimated aggregate amortization expense for each of the next five years is as follows:

2016 (remaining six months)
2017
2018
2019
2020

Total

215 -
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December 31,

$

2015
2,613.3
(934.7)

1,678.6

43.7
(34.8)

8.9

25.7
(14.4)

11.3

1,698.8

$121.2
228.9
215.9
202.2
186.1

$954.3
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6. Credit and Other Debt Agreements

The following is a summary of our corporate and other debt (in millions):

June 30,
2016

Note Purchase Agreements:
Semi-annual payments of interest, fixed rate of 6.44%, balloon due 2017 $ 300.0
Semi-annual payments of interest, fixed rate of 5.85%, $50 million due in 2016, 2018 and 2019 150.0
Semi-annual payments of interest, fixed rate of 2.80%, balloon due 2018 50.0
Semi-annual payments of interest, fixed rate of 3.20%, balloon due 2019 50.0
Semi-annual payments of interest, fixed rate of 3.99%, balloon due 2020 50.0
Semi-annual payments of interest, fixed rate of 3.48%, balloon due 2020 50.0
Semi-annual payments of interest, fixed rate of 5.18%, balloon due 2021 75.0
Semi-annual payments of interest, fixed rate of 3.69%, balloon due 2022 200.0
Semi-annual payments of interest, fixed rate of 5.49%, balloon due 2023 50.0
Semi-annual payments of interest, fixed rate of 4.13%, balloon due 2023 200.0
Semi-annual payments of interest, fixed rate of 4.58%, balloon due 2024 325.0
Semi-annual payments of interest, fixed rate of 4.31%, balloon due 2025 200.0
Semi-annual payments of interest, fixed rate of 4.73%, balloon due 2026 175.0
Semi-annual payments of interest, fixed rate of 4.36%, balloon due 2026 150.0
Semi-annual payments of interest, fixed rate of 4.40%, balloon due 2026 175.0
Semi-annual payments of interest, fixed rate of 4.55%, balloon due 2028 75.0
Semi-annual payments of interest, fixed rate of 4.98%, balloon due 2029 100.0
Semi-annual payments of interest, fixed rate of 4.70%, balloon due 2031 25.0
Total Note Purchase Agreements 2,400.0
Credit Agreement:
Periodic payments of interest and principal, prime or LIBOR plus up to 1.45%, was to expire September 19,
2018, replaced with amended and restated facility on April 8, 2016 (see below) 235.0
Premium Financing Debt Facility - expires May 18, 2017:
Periodic payments of interest and principal, Interbank rates plus 1.05% for Facility B; plus 0.55% for Facilities
Cand D
Facility B
AUD denominated tranche 77.4
NZD denominated tranche 7.1
Facility C and D
AUD denominated tranche 9.8
NZD denominated tranche 6.9
Total Premium Financing Debt Facility 101.2
Total corporate and other debt $2,736.2

December 31,
2015

$ 300.0
150.0
50.0
50.0
50.0
50.0
75.0
200.0
50.0
200.0
325.0
200.0
175.0
150.0

100.0

2,125.0

195.0

101.2
8.5

17.2
10.1

137.0

$ 24570

Note Purchase Agreements - We are a party to an amended and restated note purchase agreement dated December 19, 2007, with certain
accredited institutional investors, pursuant to which we issued and sold $300.0 million in aggregate principal amount of our 6.44% Senior Notes,
Series B, due August 3, 2017, in a private placement. These notes require semi-annual payments of interest that are due in February and August

of each year.

We are a party to a note purchase agreement dated November 30, 2009, with certain accredited institutional investors, pursuant to which we
issued and sold $150.0 million in aggregate principal amount of our 5.85% Senior Notes, Series C, due in three equal installments on
November 30, 2016, November 30, 2018 and November 30, 2019, in a private placement. These notes require semi-annual payments of interest
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We are a party to a note purchase agreement dated February 10, 2011, with certain accredited institutional investors, pursuant to which we
issued and sold $75.0 million in aggregate principal amount of our 5.18% Senior Notes, Series D, due February 10, 2021 and $50.0 million in
aggregate principal amount of our 5.49% Senior Notes, Series E, due February 10, 2023, in a private placement. These notes require semi-annual
payments of interest that are due in February and August of each year.

We are a party to a note purchase agreement dated July 10, 2012, with certain accredited institutional investors, pursuant to which we issued and
sold $50.0 million in aggregate principal amount of our 3.99% Senior Notes, Series F, due July 10, 2020, in a private placement. These notes
require semi-annual payments of interest that are due in January and July of each year.

We are a party to a note purchase agreement dated June 14, 2013, with certain accredited institutional investors, pursuant to which we issued and
sold $200.0 million in aggregate principal amount of our 3.69% Senior Notes, Series G, due June 14, 2022, in a private placement. These notes
require semi-annual payments of interest that are due in June and December of each year.

We are a party to a note purchase agreement dated December 20, 2013, with certain accredited institutional investors, pursuant to which we
issued and sold $325.0 million in aggregate principal amount of our 4.58% Senior Notes, Series H, due February 27, 2024, $175.0 million in
aggregate principal amount of our 4.73% Senior Notes, Series I, due February 27, 2026 and $100.0 million in aggregate principal amount of our
4.98% Senior Notes, Series J, due February 27, 2029. These notes require semi-annual payments of interest that are due in February and August
of each year. The funding of this note purchase agreement occurred on February 27, 2014. We incurred approximately $1.4 million of debt
acquisition costs that was capitalized and will be amortized on a pro rata basis over the life of the debt.

We are a party to a note purchase agreement dated June 24, 2014, with certain accredited institutional investors, pursuant to which we issued and
sold $50.0 million in aggregate principal amount of our 2.80% Senior Notes, Series K, due June 24, 2018, $50.0 million in aggregate principal
amount of our 3.20% Senior Notes, Series L, due June 24, 2019, $50.0 million in aggregate principal amount of our 3.48% Senior Notes,

Series M, due June 24, 2020, $200.0 million in aggregate principal amount of our 4.13% Senior Notes, Series N, due June 24, 2023,

$200.0 million in aggregate principal amount of our 4.31% Senior Notes, Series O, due June 24, 2025 and $150.0 million in aggregate principal
amount of our 4.36% Senior Notes, Series P, due June 24, 2026. These notes require semi-annual payments of interest that are due in June and
December of each year. We incurred approximately $2.6 million of debt acquisition costs that was capitalized and will be amortized on a pro
rata basis over the life of the debt.

We are a party to a note purchase agreement dated June 2, 2016, with certain accredited institutional investors, pursuant to which we issued and
sold $175.0 million in aggregate principal amount of our 4.40% Senior Notes, Series Q, due June 2, 2026, $75.0 million in aggregate principal
amount of our 4.55% Senior Notes, Series R, due June 2, 2028 and $25.0 million in aggregate principal amount of our 4.70% Senior Notes,
Series S, due June 2, 2031. These notes require semi-annual payments of interest that are due in June and December of each year. We incurred
approximately $1.2 million of debt acquisition costs that was capitalized and will be amortized on a pro rata basis over the life of the debt.

Under the terms of the note purchase agreements described above, we may redeem the notes at any time, in whole or in part, at 100% of the
principal amount of such notes being redeemed, together with accrued and unpaid interest and a make-whole amount. The make-whole amount
is derived from a net present value computation of the remaining scheduled payments of principal and interest using a discount rate based on

U.S. Treasury yields plus 0.5% and is designed to compensate the purchasers of the notes for their investment risk in the event prevailing interest
rates at the time of prepayment are less favorable than the interest rates under the notes. We do not currently intend to prepay any of the notes.

The note purchase agreements described above contain customary provisions for transactions of this type, including representations and
warranties regarding us and our subsidiaries and various financial covenants, including covenants that require us to maintain specified financial
ratios. We were in compliance with these covenants as of June 30, 2016. The note purchase agreements also provide customary events of

default, generally with corresponding grace periods, including, without limitation, payment defaults with respect to the notes, covenant defaults,
cross-defaults to other agreements evidencing our or our subsidiaries indebtedness, certain judgments against us or our subsidiaries and events of
bankruptcy involving us or our material subsidiaries.

The notes issued under the note purchase agreements are senior unsecured obligations of ours and rank equal in right of payment with our Credit
Agreement discussed below.
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Credit Agreement - On April 8, 2016, we entered into an amendment and restatement to our multicurrency credit agreement dated

September 19, 2013 (which we refer to as the Credit Agreement) with a group of fifteen financial institutions. The amendment and restatement,
among other things, extended the expiration date of the Credit Agreement from September 19, 2018 to April 8, 2021 and increased the revolving
credit commitment from $600.0 million to $800.0 million, of which $75.0 million may be used for issuances of standby or commercial letters of
credit and up to $75.0 million may be used for the making of swing loans (as defined in the Credit Agreement). We may from time to time
request, subject to certain conditions, an increase in the revolving credit commitment under the Credit Agreement up to a maximum aggregate
revolving credit commitment of $1,100.0 million.

The Credit Agreement provides that we may elect that each borrowing in U.S. dollars be either base rate loans or eurocurrency loans, each as
defined in the Credit Agreement. However, the Credit Agreement provides that all loans denominated in currencies other than U.S. dollars will
be eurocurrency loans. Interest rates on base rate loans and outstanding drawings on letters of credit in U.S. dollars under the Credit Agreement
will be based on the base rate, as defined in the Credit Agreement, plus a margin of 0.00% to 0.45%, depending on the financial leverage ratio
we maintain. Interest rates on eurocurrency loans or outstanding drawings on letters of credit in currencies other than U.S. dollars under the
Credit Agreement will be based on adjusted LIBOR, as defined in the Credit Agreement, plus a margin of 0.85% to 1.45%, depending on the
financial leverage ratio we maintain. Interest rates on swing loans will be based, at our election, on either the base rate or an alternate rate that
may be quoted by the lead lender. The annual facility fee related to the Credit Agreement will be between 0.15% and 0.30% of the revolving
credit commitment, depending on the financial leverage ratio we maintain. In connection with entering into the Credit Agreement, we incurred
approximately $2.0 million of debt acquisition costs that were capitalized and will be amortized on a pro rata basis over the term of the Credit
Agreement.

The terms of the Credit Agreement include various financial covenants, including covenants that require us to maintain specified financial ratios.
We were in compliance with these covenants as of June 30, 2016. The Credit Agreement also includes customary provisions for transactions of
this type, including events of default, with corresponding grace periods and cross-defaults to other agreements evidencing our indebtedness.

At June 30, 2016, $21.1 million of letters of credit (for which we had $12.0 million of liabilities recorded at June 30, 2016) were outstanding
under the Credit Agreement. There were $235.0 million of borrowings outstanding under the Credit Agreement at June 30, 2016. Accordingly,
as of June 30, 2016, $543.9 million remained available for potential borrowings under the Credit Agreement, of which $53.9 million was
available for additional letters of credit.

Premium Financing Debt Facility - On May 18, 2015 we entered into a Syndicated Facility Agreement, revolving loan facility, which we refer
to as the Premium Financing Debt Facility, that provides funding for three Australian (AU) and New Zealand (NZ) premium finance
subsidiaries. The Premium Financing Debt Facility is comprised of: (i) Facility B, which is separated into AU$150.0 million and

NZ$35.0 million tranches, (ii) Facility C, an AU$25.0 million equivalent multi-currency overdraft tranche and (iii) Facility D, a

NZ$15.0 million equivalent multi-currency overdraft tranche. The Premium Financing Debt Facility expires May 18, 2017.

The interest rates on Facility B are Interbank rates, which vary by tranche, duration and currency, plus a margin of 1.05%. The interest rates on
Facilities C and D are 30 day Interbank rates, plus a margin of 0.55%. The annual fee for Facility B is 0.4725% of the undrawn commitments for
the two tranches of the facility. The annual fee for Facilities C and D is 0.50% of the total commitments of the facilities.

The terms of our Premium Financing Debt Facility include various financial covenants, including covenants that require us to maintain specified
financial ratios. We were in compliance with these covenants as of June 30, 2016. The Premium Financing Debt Facility also includes customary
provisions for transactions of this type, including events of default, with corresponding grace periods and cross-defaults to other agreements
evidencing our indebtedness. Facilities B, C and D are secured by the premium finance receivables of the Australian and New Zealand premium
finance subsidiaries.

At June 30, 2016, AU$104.0 million and NZ$10.0 million of borrowings were outstanding under Facility B, AU$13.2 million of borrowings
were outstanding under Facility C and NZ$9.7 million of borrowings were outstanding under Facility D. Accordingly, as of June 30, 2016,
AU$46.0 million and NZ$25.0 million remained available for potential borrowing under Facility B, and AU$11.8 million and NZ$5.3 million
under Facilities C and D, respectively.

See Note 13 to these unaudited consolidated financial statements for additional discussion on our contractual obligations and commitments as of
June 30, 2016.
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The aggregate estimated fair value of the $2,400.0 million in debt under the note purchase agreements at June 30, 2016 was $2,581.8 million due
to the long-term duration and fixed interest rates associated with these debt obligations. No active or observable market exists for our private
placement long-term debt. Therefore, the estimated fair value of this debt is based on discounted future cash flows, which is a Level 3 fair value
measurement, using current interest rates available for debt with similar terms and remaining maturities. See Note 1, Fair Value of Financial
Instruments, to our consolidated financial statements included in Item 8 of our Annual Report on Form 10-K for the year ended December 31,
2015. The estimated fair value of this debt is based on the income valuation approach, which is a valuation technique that converts future
amounts (for example, cash flows or income and expenses) to a single current (that is, discounted) amount. The fair value measurement is
determined on the basis of the value indicated by current market expectations about those future amounts. Because our debt issuances generate a
measurable income stream for each lender, the income approach was deemed to be an appropriate methodology for valuing the private
placement long-term debt. The methodology used calculated the original deal spread at the time of each debt issuance, which was equal to the
difference between the yield of each issuance (the coupon rate) and the equivalent benchmark treasury yield at that time. The market spread as of
the valuation date was calculated, which is equal to the difference between an index for investment grade insurers and the equivalent benchmark
treasury yield today. An implied premium or discount to the par value of each debt issuance based on the difference between the origination deal
spread and market as of the valuation date was then calculated. The index we relied on to represent investment graded insurers was the
Bloomberg Valuation Services (BVAL) U.S. Insurers BBB index. This index is comprised primarily of insurance brokerage firms and was
representative of the industry in which we operate. For the purposes of this analysis, the average BBB rate was assumed to be the appropriate
borrowing rate for us based on our current estimated credit rating. The estimated fair value of the $235.0 million of borrowings outstanding
under our Credit Agreement approximates their carrying value due to their short-term duration and variable interest rates. The estimated fair
value of the $101.2 million of borrowings outstanding under our Premium Financing Debt Facility approximates their carrying value due to their
short-term duration and variable interest rates.

7. Earnings Per Share

The following table sets forth the computation of basic and diluted net earnings per share (in millions, except per share data):

Three-month period ended  Six-month period ended

June 30, June 30,
2016 2015 2016 2015
Net earnings attributable to controlling interests $ 1500 $ 1393 $ 1965 $ 161.2
Weighted average number of common shares outstanding 177.4 170.6 177.2 168.1
Dilutive effect of stock options using the treasury stock method 0.9 1.1 0.8 1.2
Weighted average number of common and common equivalent shares outstanding 178.3 171.7 178.0 169.3
Basic net earnings per share $ 0385 $ 082 $ 111 $ 0.96
Diluted net earnings per share $ 08 $ 081 $ 110 $ 095

Options to purchase 6.5 million and 3.9 million shares of common stock were outstanding at June 30, 2016 and 2015, respectively, but were not
included in the computation of the dilutive effect of stock options for the three-month periods then ended. Options to purchase 5.4 million and
3.1 million shares of common stock were outstanding at June 30, 2016 and 2015, respectively, but were not included in the computation of the
dilutive effect of stock options for the six-month periods then ended. These stock options were excluded from the computation because the
options exercise prices were greater than the average market price of our common shares during the respective period, and therefore, would be
anti-dilutive to earnings per share under the treasury stock method.
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8. Stock Option Plans

On May 13, 2014, our stockholders approved the Arthur J. Gallagher 2014 Long-Term Incentive Plan (which we refer to as the LTIP), which
replaced our previous stockholder-approved Arthur J. Gallagher & Co. 2011 Long-Term Incentive Plan (which we refer to as the 2011 LTIP).
The LTIP term began May 13, 2014 and terminates on the date of the annual meeting of stockholders in 2021, unless terminated earlier by our
board of directors. All of our officers, employees and non-employee directors are eligible to receive awards under the LTIP. The compensation
committee of our board of directors determines the participants under the LTIP. The LTIP provides for non-qualified and incentive stock
options, stock appreciation rights, restricted stock, restricted stock units and performance units, any or all of which may be made contingent
upon the achievement of performance criteria. A stock appreciation right entitles the holder to receive, upon exercise and subject to withholding
taxes, cash or shares of our common stock (which may be restricted stock) with a value equal to the difference between the fair market value of
our common stock on the exercise date and the base price of the stock appreciation right. Subject to the LTIP limits, the compensation
committee has the discretionary authority to determine the size of an award.

Shares of our common stock available for issuance under the LTIP include authorized and unissued shares of common stock or authorized and
issued shares of common stock reacquired and held as treasury shares or otherwise, or a combination thereof. The number of available shares
will be reduced by the aggregate number of shares that become subject to outstanding awards granted under the LTIP. To the extent that shares
subject to an outstanding award granted under either the LTIP or the 2011 LTIP are not issued or delivered by reason of the expiration,
termination, cancellation or forfeiture of such award or by reason of the settlement of such award in cash, then such shares will again be
available for grant under the LTIP. Shares withheld to satisfy tax withholding requirements upon the vesting of awards other than stock options
and stock appreciation rights will also be available for grant under the LTIP. Shares that are subject to a stock appreciation right and were not
issued upon the net settlement or net exercise of such stock appreciation right, shares that are used to pay the exercise price of an option,
delivered to or withheld by us to pay withholding taxes related to stock options or stock appreciation rights, and shares that are purchased on the
open market with the proceeds of an option exercise, may not again be made available for issuance.

The maximum number of shares available under the LTIP for restricted stock, restricted stock unit awards and performance unit awards settled
with stock (i.e., all awards other than stock options and stock appreciation rights) is 1.0 million at June 30, 2016. To the extent necessary to be
qualified performance-based compensation under Section 162(m) of the Internal Revenue Code (which we refer to as the IRC): (i) the maximum
number of shares with respect to which options or stock appreciation rights or a combination thereof that may be granted during any fiscal year
to any person is 200,000; (ii) the maximum number of shares with respect to which performance-based restricted stock or restricted stock units
that may be granted during any fiscal year to any person is 100,000; (iii) the maximum amount that may be payable with respect to cash-settled
performance units granted during any fiscal year to any person is $5.0 million; and (iv) the maximum number of shares with respect to which
stock-settled performance units may be granted during any fiscal year to any person is 100,000.

The LTIP provides for the grant of stock options, which may be either tax-qualified incentive stock options or non-qualified options and stock
appreciation rights. The compensation committee determines the period for the exercise of a non-qualified stock option, tax-qualified incentive
stock option or stock appreciation right, provided that no option can be exercised later than seven years after its date of grant. The exercise price
of a non-qualified stock option or tax-qualified incentive stock option and the base price of a stock appreciation right cannot be less than 100%
of the fair market value of a share of our common stock on the date of grant, provided that the base price of a stock appreciation right granted in
tandem with an option will be the exercise price of the related option.

Upon exercise, the option exercise price may be paid in cash, by the delivery of previously owned shares of our common stock, through a
net-exercise arrangement, or through a broker-assisted cashless exercise arrangement. The compensation committee determines all of the terms
relating to the exercise, cancellation or other disposition of an option or stock appreciation right upon a termination of employment, whether by
reason of disability, retirement, death or any other reason. Stock option and stock appreciation right awards under the LTIP are non-transferable.

On March 17, 2016, the compensation committee granted 2,576,700 options under the 2014 LTIP to our officers and key employees that become
exercisable at the rate of 34%, 33% and 33% on the anniversary date of the grant in 2019, 2020 and 2021, respectively. On March 11, 2015, the
compensation committee granted 1,941,000 options under the 2014 LTIP to our officers and key employees that become exercisable at the rate
of 34%, 33% and 33% on the anniversary date of the grant in 2018, 2019 and 2020, respectively. The 2016 and 2015 options expire seven years
from the date of grant, or earlier in the event of certain terminations of employment. For certain of our executive officers age 55 or older, stock
options awarded in 2016 and 2015 are no longer subject to forfeiture upon such officers departure from the company after two years from the
date of grant.
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Our stock option plans provide for the immediate vesting of all outstanding stock option grants in the event of a change in control of our
company, as defined in the applicable plan documents.

During the three-month periods ended June 30, 2016 and 2015, we recognized $3.8 million and $2.9 million, respectively, of compensation
expense related to our stock option grants. During the six-month periods ended June 30, 2016 and 2015, we recognized $7.1 million and
$5.1 million, respectively, of compensation expense related to our stock option grants.

For purposes of expense recognition, the estimated fair values of the stock option grants are amortized to expense over the options vesting
period. We estimated the fair value of stock options at the date of grant using the Black-Scholes option pricing model with the following
weighted average assumptions:

2016 2015
Expected dividend yield 3.0% 3.0%
Expected risk-free interest rate 1.6% 1.8%
Volatility 27.7% 28.2%
Expected life (in years) 5.5 5.5

Option valuation models require the input of highly subjective assumptions including the expected stock price volatility. The Black-Scholes
option pricing model was developed for use in estimating the fair value of traded options which have no vesting restrictions and are fully
transferable. Because our employee and director stock options have characteristics significantly different from those of traded options, and
because changes in the selective input assumptions can materially affect the fair value estimate, in management s opinion, the existing models do
not necessarily provide a reliable single measure of the fair value of our employee and non-employee director stock options. The weighted
average fair value per option for all options granted during the six-month periods ended June 30, 2016 and 2015, as determined on the grant date
using the Black-Scholes option pricing model, was $8.45 and $9.25, respectively.

The following is a summary of our stock option activity and related information for 2016 (in millions, except exercise price and year data):

Six-month period ended June 30, 2016

Weighted
Average
Weighted Remaining
Shares Average Contractual Aggregate
Under Exercise Term Intrinsic
Option Price (in years) Value
Beginning balance 8.8 $ 39.25
Granted 2.6 43.71
Exercised (0.5) 29.44
Forfeited or canceled
Ending balance 10.9 $ 40.79 4.50 $ 741
Exercisable at end of period 2.8 $ 31.80 2.12 $ 441
Ending vested and expected to vest 10.6 $ 40.70 4.47 $ 734

Options with respect to 4.4 million shares (less any shares of restricted stock issued under the LTIP - see Note 10 to these unaudited
consolidated financial statements) were available for grant under the LTIP at June 30, 2016.

The total intrinsic value of options exercised during the six-month periods ended June 30, 2016 and 2015 was $8.0 million and $22.8 million,
respectively. As of June 30, 2016, we had approximately $49.4 million of total unrecognized compensation expense related to nonvested
options. We expect to recognize that cost over a weighted average period of approximately four years.
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Other information regarding stock options outstanding and exercisable at June 30, 2016 is summarized as follows (in millions, except exercise
price and year data):

Options Outstanding Options Exercisable
Weighted
Average
Remaining Weighted
Weighted
Contractual A Average
verage
Number Term Exercise Number Exercise
Range of Exercise Prices Outstanding  (in years) Price Exercisable Price
$ 2376 -$ 3571 2.8 1.92 $ 30.99 2.3 $ 30.17
3595 - 39.17 1.6 3.70 39.15 0.5 39.15
4371 - 43.71 2.6 6.71 43.71
46.16 - 47.92 3.9 5.21 46.53
$ 2376 - $ 47.92 10.9 4.50 $ 40.79 2.8 $ 31.80

9. Deferred Compensation

We have a Deferred Equity Participation Plan (which we refer to as the DEPP), which is a non-qualified plan that generally provides for
distributions to certain of our key executives when they reach age 62 (or the one-year anniversary of the date of the grant for participants over
the age of 61 as of the grant date) or upon or after their actual retirement. Under the provisions of the DEPP, we typically contribute cash in an
amount approved by the compensation committee to a rabbi trust on behalf of the executives participating in the DEPP, and instruct the trustee
to acquire a specified number of shares of our common stock on the open market or in privately negotiated transactions based on participant
elections. Distributions under the DEPP may not normally be made until the participant reaches age 62 (or the one-year anniversary of the date
of the grant for participants over the age of 61 as of the grant date) and are subject to forfeiture in the event of voluntary termination of
employment prior to then. DEPP awards are generally made annually in the first quarter. In the second quarter of 2016, we made awards under
sub-plans of the DEPP for certain production staff, which generally provide for vesting and/or distributions no sooner than five years from the
date of awards, although certain awards vest and/or distribute after the earlier of fifteen years or the participant reaching age 65. All
contributions to the plan (including sub-plans) deemed to be invested in shares of our common stock are distributed in the form of our common
stock and all other distributions are paid in cash.

Our common stock that is issued to or purchased by the rabbi trust as a contribution under the DEPP is valued at historical cost, which equals its
fair market value at the date of grant or date of purchase. When common stock is issued, we record an unearned deferred compensation
obligation as a reduction of capital in excess of par value in the accompanying consolidated balance sheet, which is amortized to compensation
expense ratably over the vesting period of the participants. Future changes in the fair market value of our common stock owed to the participants
do not have any impact on the amounts recorded in our consolidated financial statements.

In the first quarter of each of 2016 and 2015, the compensation committee approved $10.1 million and $8.9 million, respectively, of awards in
the aggregate to certain key executives under the DEPP that were contributed to the rabbi trust in first quarter 2016 and 2015, respectively. We
contributed cash to the rabbi trust and instructed the trustee to acquire a specified number of shares of our common stock on the open market to
fund these 2016 and 2015 awards. During the three-month periods ended June 30, 2016 and 2015, we charged $2.4 million and $2.1 million,
respectively, to compensation expense related to these awards. During the six-month periods ended June 30, 2016 and 2015, we charged

$3.8 million and $3.1 million, respectively, to compensation expense related to these awards.

In the second quarter of 2016, the compensation committee approved $13.6 million of awards under the sub-plans referred to above, which were
contributed to the rabbi trust in second quarter 2016. During the three month and six-month periods ended June 30, 2016, we charged

$0.4 million to compensation expense related to these awards. There were no distributions from the sub-plans during the six-month period ended
June 30, 2016.

At June 30, 2016 and December 31, 2015, we recorded $52.5 million (related to 2.1 million shares) and $33.5 million (related to 2.1 million
shares), respectively, of unearned deferred compensation as a reduction of capital in excess of par value in the accompanying consolidated
balance sheet. The total intrinsic value of our unvested equity based awards under the plan at June 30, 2016 and December 31, 2015 was
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We have a Deferred Cash Participation Plan (which we refer to as the DCPP), which is a non-qualified deferred compensation plan for certain
key employees, other than executive officers, that generally provides for vesting and/or distributions no sooner than five years from the date of
awards. Under the provisions of the DCPP, we typically contribute cash in an amount approved by compensation committee to the rabbi trust on
behalf of the executives participating in the DCPP, and instruct the trustee to acquire a specified number of shares of our common stock on the
open market or in privately negotiated transactions based on participant elections. In the first quarter of each of 2016 and 2015, the
compensation committee approved $3.1 million and $2.7 million, respectively, of awards in the aggregate to certain key executives under the
DCPP that were contributed to the rabbi trust in first quarter 2016 and 2015, respectively. During the three-month periods ended June 30, 2016
and 2015, we charged $0.4 million and $0.2 million, respectively, to compensation expense related to these awards. During the six-month
periods ended June 30, 2016 and 2015, we charged $0.7 million and $0.6 million, respectively, to compensation expense related to these awards.
There were no distributions from the DCPP during the six-month periods ended June 30, 2016 and 2015, respectively.

10. Restricted Stock, Performance Share and Cash Awards
Restricted Stock Awards

As discussed in Note 8 to these unaudited consolidated financial statements, on May 13, 2014, our stockholders approved the LTIP, which
replaced our previous stockholder-approved 2011 LTIP. The LTIP provides for the grant of a stock award either as restricted stock or as
restricted stock units. In either case, the compensation committee may determine that the award will be subject to the attainment of performance
measures over an established performance period. Stock awards and the related dividend equivalents are non-transferable and subject to
forfeiture if the holder does not remain continuously employed with us during the applicable restriction period or, in the case of a
performance-based award, if applicable performance measures are not attained. The compensation committee will determine all of the terms
relating to the satisfaction of performance measures and the termination of a restriction period, or the forfeiture and cancellation of a restricted
stock award upon a termination of employment, whether by reason of disability, retirement, death or any other reason. The compensation
committee may grant unrestricted shares of common stock or units representing the right to receive shares of common stock to employees who
have attained age 62.

The agreements awarding restricted stock units under the LTIP will specify whether such awards may be settled in shares of our common stock,
cash or a combination of shares and cash and whether the holder will be entitled to receive dividend equivalents, on a current or deferred basis,
with respect to such award. Prior to the settlement of a restricted stock unit, the holder of a restricted stock unit will have no rights as a
stockholder of the company. The maximum number of shares available under the LTIP for restricted stock, restricted stock units and
performance unit awards settled with stock (i.e., all awards other than stock options and stock appreciation rights) is 2.0 million. At June 30,
2016, 1.0 million shares were available for grant under the LTIP for such awards.

In the first quarter of each of 2016 and 2015, we granted 466,600 and 362,600 restricted stock units, respectively, to employees under the LTIP,
with an aggregate fair value of $20.4 million and $16.7 million, respectively, at the date of grant. These 2016 and 2015 awards of restricted
stock units vest as follows: 466,600 units granted in first quarter 2016 and 362,600 units granted in first quarter 2015, vest in full based on
continued employment through March 11, 2020 and March 11, 2019, respectively. For certain of our executive officers age 55 or older,
restricted stock units awarded in 2016 and 2015 are no longer subject to forfeiture upon such officers departure from the company after two
years from the date of grant.

We account for restricted stock awards at historical cost, which equals its fair market value at the date of grant, which is amortized to
compensation expense ratably over the vesting period of the participants. Future changes in the fair value of our common stock that is owed to
the participants do not have any impact on the amounts recorded in our consolidated financial statements. During the three-month periods ended
June 30, 2016 and 2015, we recognized $6.0 million and $4.7 million, respectively, to compensation expense related to restricted stock unit
awards granted in 2007 through 2016. During the six-month periods ended June 30, 2016 and 2015, we recognized $10.0 million and

$7.5 million, respectively, to compensation expense related to restricted stock unit awards granted in 2007 through 2016. The total intrinsic
value of unvested restricted stock units at June 30, 2016 and 2015 was $75.6 million and $66.5 million, respectively. During the six-month
periods ended June 30, 2016 and 2015, equity awards (including accrued dividends) with an aggregate fair value of $14.2 million and

$9.9 million were vested and distributed to employees under this plan.
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On March 17, 2016 and March 11, 2015, pursuant to the LTIP, the compensation committee approved 72,900 and 53,900, respectively of
provisional performance unit awards, with an aggregate fair value of $3.2 million and $2.5 million, respectively, for future grants to our officers.
Each performance unit award was equivalent to the value of one share of our common stock on the date such provisional award was approved.
These awards are subject to a one-year performance period based on our financial performance and a two-year vesting period. At the discretion
of the compensation committee and determined based on our performance, the eligible officer will be granted a percentage of the provisional
performance unit award that equates to the EBITAC growth achieved (as specified in the applicable grant agreement). At the end of the
performance period, eligible participants will be granted a number of units based on achievement of the performance goal and subject to
approval by the compensation committee. Granted units for the 2016 and 2015 provisional awards will fully vest based on continuous
employment through January 1, 2019 and January 1, 2018, respectively, and will be settled in shares of our common stock on a one-for-one
basis as soon as practicable in 2019 and 2018, respectively. For certain of our executive officers age 55 or older, awards granted in 2016 and
2015 are no longer subject to forfeiture upon such officers departure from the company after two years from the date of grant. If an eligible
employee leaves us prior to the vesting date, the entire award will be forfeited.

Cash Awards

On March 17, 2016, pursuant to our Performance Unit Program (which we refer to as the Program), the compensation committee approved
provisional cash awards of $17.4 million in the aggregate for future grants to our officers and key employees that are denominated in units
(397,000 units in the aggregate), each of which was equivalent to the value of one share of our common stock on the date the provisional award
was approved. The Program consists of a one-year performance period based on our financial performance and a two-year vesting period. At the
discretion of the compensation committee and determined based on our performance, the eligible officer or key employee will be granted a
percentage of the provisional cash award units that equates to the EBITAC growth achieved (as defined in the Program). At the end of the
performance period, eligible participants will be granted a number of units based on achievement of the performance goal and subject to
approval by the compensation committee. Granted units for the 2016 provisional award will fully vest based on continuous employment through
January 1, 2019. For certain of our executive officers age 55 or older, awards granted under the Program in 2016 are no longer subject to
forfeiture upon such officers departure from the company after two years from the date of the provisional award. The ultimate award value will
be equal to the trailing twelve-month price of our common stock on December 31, 2018, multiplied by the number of units subject to the award,
but limited to between 0.5 and 1.5 times the original value of the units determined as of the grant date. The fair value of the awarded units will
be paid out in cash as soon as practicable in 2019. If an eligible employee leaves us prior to the vesting date, the entire award will be forfeited.
We did not recognize any compensation expense during the six-month period ended June 30, 2016 related to the 2016 provisional award under
the Program.

On March 11, 2015, pursuant to the Program, the compensation committee approved provisional cash awards of $14.6 million in the aggregate
for future grant to our officers and key employees that are denominated in units (315,000 units in the aggregate), each of which was equivalent
to the value of one share of our common stock on the date the provisional awards were approved. Terms of the 2015 provisional awards were
similar to the terms of the 2016 provisional awards. Based on our performance for 2015, we granted 294,000 units under the Program in first
quarter 2016 that will fully vest on January 1, 2018. During the three-month period ended June 30, 2016, we recognized $1.6 million to
compensation expense related to these awards. During the six-month period ended June 30, 2016, we recognized $3.2 million to compensation
expense related to these awards. We did not recognize any compensation expense during 2015 related to the 2015 awards.

On March 12, 2014, pursuant to the Program, the compensation committee approved provisional cash awards of $10.8 million in the aggregate
for future grant to our officers and key employees that are denominated in units (229,000 units in the aggregate), each of which was equivalent
to the value of one share of our common stock on the date the provisional awards were approved. Terms of the 2014 provisional awards were
similar to the terms of the 2015 provisional awards. Based on our performance for 2014, we granted 220,000 units under the Program in first
quarter 2015 that will fully vest on January 1, 2017. During the three-month periods ended June 30, 2016 and 2015, we recognized $1.0 million
and $1.3 million, respectively, to compensation expense related to these awards. During the six-month periods ended June 30, 2016 and 2015,
we recognized $1.9 million and $2.5 million, respectively, to compensation expense related to these awards.
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On March 13, 2013, pursuant to the Program, the compensation committee approved provisional cash awards of $10.5 million in the aggregate
for future grant to our officers and key employees that are denominated in units (269,000 units in the aggregate), each of which was equivalent
to the value of one share of our common stock on the date the provisional awards were approved. Terms of the 2013 provisional awards were
similar to the terms of the 2015 provisional awards. Based on our performance for 2013, we granted 263,000 units under the Program in first
quarter 2014 that will fully vest on January 1, 2016. During the three-month period ended June 30, 2015, we recognized $1.6 million to
compensation expense related to the 2013 awards. During the six-month period ended June 30, 2015, we recognized $3.0 million to
compensation expense related to the 2013 awards.

During the six-month period ended June 30, 2016, cash awards related to the 2013 provisional award with an aggregate fair value of
$11.2 million (0.2 million units in the aggregate) were vested and distributed to employees under the Program.

11. Retirement Plans

We have a noncontributory defined benefit pension plan that, prior to July 1, 2005, covered substantially all of our domestic employees who had
attained a specified age and one year of employment. Benefits under the plan were based on years of service and salary history. In 2005, we
amended our defined benefit pension plan to freeze the accrual of future benefits for all U.S. employees, effective on July 1, 2005. In the table
below, the service cost component represents plan administration costs that are incurred directly by the plan.

The components of the net periodic pension benefit cost for the plan consists of the following (in millions):

Three-month period ended Six-month period ended
June 30, June 30,
2016 2015 2016 2015

Service cost $ 03 $ 04 $ 06 $ 05
Interest cost on benefit obligation 2.7 2.8 54 54
Expected return on plan assets 3.7) (3.8) (7.4) (7.7)
Amortization of net actuarial loss 1.3 1.6 2.8 3.2
Net periodic benefit cost $ 06 $ 1.0 $ 14 $ 14

We are not required under the IRC to make any minimum contributions to the plan for the 2016 plan year nor were we required to make any
minimum contributions to the plan for the 2015 plan year. This level of required funding is based on the plan being frozen and the aggregate
amount of our historical funding. We did not make any discretionary contributions to the plan during the six-month periods ended June 30, 2016
and 2015.

12. Investments

The following is a summary of our investments and the related funding commitments (in millions):

June 30, 2016 December 31,
Funding 2015
Assets Commitments Assets
Chem-Mod LLC $ 4.0 $ $ 4.0
Chem-Mod International LLC 2.0 2.0
C-Quest Technologies LLC and C-Quest Technologies International LLC
Clean-coal investments:
Controlling interest in six limited liability companies that own fourteen 2009 Era Clean
Coal Plants 14.5 2.7 13.9
Non-controlling interest in one limited liability company that owns one 2011 Era Clean
Coal Plant 0.8 0.8
Controlling interest in seventeen limited liability companies that own nineteen 2011 Era
Clean Coal Plants 61.2 14.8 60.3
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Chem-Mod LLC - At June 30, 2016, we held a 46.5% controlling interest in Chem-Mod. Chem-Mod possesses the exclusive marketing rights,
in the U.S. and Canada, for technologies used to reduce emissions created during the combustion of coal. The refined coal production plants
discussed below, as well as those owned by other unrelated parties, license and use Chem-Mod s proprietary technologies, The Chem-Mod
Solution, in the production of refined coal. The Chem-Mod Solution uses a dual injection sorbent system to reduce mercury, sulfur dioxide and
other emissions at coal-fired power plants.

We believe that the application of The Chem-Mod Solution qualifies for refined coal tax credits under IRC Section 45 when used with refined
coal production plants placed in service by December 31, 2011 or 2009. Chem-Mod has been marketing its technologies principally to coal-fired
power plants owned by utility companies, including those utilities that are operating with the IRC Section 45 refined coal production plants in
which we hold an investment.

Chem-Mod is determined to be a variable interest entity (which we refer to as a VIE). We are the manager (decision maker) of Chem-Mod and
therefore consolidate its operations into our consolidated financial statements. At June 30, 2016, total assets and total liabilities of this VIE
included in our consolidated balance sheet were $9.6 million and $0.6 million, respectively. At December 31, 2015, total assets and total
liabilities of this VIE were $10.3 million and $0.9 million, respectively. For the six-month period ended June 30, 2016, total revenues and
expenses were $30.5 million and $1.2 million, respectively. For the six-month period ended June 30, 2015, total revenues and expenses were
$34.7 million and $1.5 million, respectively. We are under no obligation to fund Chem-Mod s operations in the future.

Chem-Mod International LLC - At June 30, 2016, we held a 31.5% non-controlling ownership interest in Chem-Mod International.
Chem-Mod International has the rights to market The Chem-Mod Solution in countries other than the U.S. and Canada. Such marketing activity
has been limited to date.

C-Quest Technologies LLC and C-Quest Technologies International LLC (together, C-Quest) - At June 30, 2016, we held a

non-controlling 12% interest in C-Quest s global entities, which is an increase of 4% resulting from the transaction described below. C-Quest
possesses rights, information and technology for the reduction of carbon dioxide emissions created by burning fossil fuels. Thus far, C-Quest s
operations have been limited to laboratory testing. C-Quest is determined to be a VIE, but we do not consolidate this investment into our
consolidated financial statements because we are not the primary beneficiary or decision maker. Prior to August 1, 2013, we had an option to
acquire an additional 19% interest in C-Quest s global entities for $9.5 million at any time on or prior to August 1, 2016. On August 1, 2013, we
loaned the majority owner $2.0 million at a 2% interest rate, which was to mature on May 15, 2014. On July 12, 2016, the option to acquire the
19% interests was extended to August 15, 2017. The loan was to be repaid in cash or by delivery of an additional 4% ownership interest in
C-Quest s global entities. On March 31, 2014, we accepted payment of the loan by delivery of the additional 4% ownership interest, therefore our
remaining option was reduced to 15% and the remaining purchase price was reduced to $7.5 million.

Clean Coal Investments -

We have investments in limited liability companies that own 34 refined coal production plants which produce refined coal
using propriety technologies owned by Chem-Mod. We believe the production and sale of refined coal at these plants is
qualified to receive refined coal tax credits under IRC Section 45. The fourteen plants placed in service prior to
December 31, 2009 (which we refer to as the 2009 Era Plants) are eligible to receive tax credits through 2019 and the
twenty plants placed in service prior to December 31, 2011 (which we refer to as the 2011 Era Plants) are eligible to
receive tax credits through 2021.

On March 1, 2013, we purchased an additional ownership interest in twelve of the 2009 Era Plants from a co-investor. For nine of
the plants, our ownership increased from 24.5% to 49.5%. Our investment in these nine plants had been accounted for under the
equity method of accounting until the March 1, 2014 transaction described below. For the other three of the plants, our ownership
increased from 25.0% to 60.0%. Our investment in these plants had been accounted for under the equity method of accounting. As of
March 1, 2013, we consolidated the operations of the limited liability company that owns these three plants. For the six-months
ended June 30, 2016, total revenues and expenses recorded in our consolidated statement of earnings related to this acquisition were
$95.3 million and $98.1 million (net of noncontrolling interests), respectively. Total revenues and expenses recorded in our
unaudited consolidated statement of earnings for the six-month period ended June 30, 2015 related to this acquisition were

$119.1 million and $123.1 million, respectively.
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On March 1, 2014, we purchased additional ownership interests from a co-investor in four limited liability companies that own seven
2009 Era Plants and five 2011 Era Plants. We recognized a gain of $25.6 million as a component of other net revenues in the
accompanying unaudited consolidated statement of earnings, which included the increase in fair value of our prior equity interests in
the limited liability companies upon the acquisition of the additional equity interests, and recorded $26.3 million of fixed and other
amortizable intangible assets in connection with this transaction. The carrying value of our prior non-controlling interest in the
limited liability company was $15.6 million as of the acquisition date. The fair value of our prior non-controlling interest in the
limited liability company was determined by allocating, on a pro rata basis, the fair value of the limited liability company as adjusted
for our lack of control in our prior ownership position. We determined the fair value of the limited liability company using similar
valuation techniques to those discussed in Note 3 to these consolidated financial statements. For seven of the 2009 Era plants, our
ownership increased from 49.5% to 100.0%. For the 2011 Era plants, our ownership increased from 48.8% to 90.0% for one of the
plants, from 49.0% to 100.0% for three of the plants and from 98.0% to 100.0% for one of the plants. Our investments in the plants
where our ownership was less than 50% had been accounted for under the equity method of accounting. As of March 1, 2014 we
consolidated the operations of the limited liability companies that own these plants. Total revenues and expenses recorded in our
unaudited consolidated statement of earnings for the six-month period ended June 30, 2016 related to this acquisition were
$154.5million and $169.8 million, respectively. Total revenues and expenses recorded in our unaudited consolidated statement of
earnings for the six-month period ended June 30, 2015 related to this acquisition were $262.7 million and $278.5 million,
respectively.

As of June 30, 2016:

Thirty-one of the plants have long-term production contracts.

The remaining three plants are in various stages of seeking and negotiating long-term production contracts.

We have a non-controlling interest in one plant, which is owned by a limited liability company (which we refer to as a LLC).
We have determined that this LLC is a VIE, for which we are not the primary beneficiary. At June 30, 2016, total assets and
total liabilities of this VIE were $13.6 million and $11.1 million, respectively. For the six-month period ended June 30, 2016,
total revenues and expenses of this VIE were $18.8 million and $23.4 million, respectively.

We and our co-investors each fund our portion of the on-going operations of the limited liability companies in proportion to our
investment ownership percentages. Other than our portion of the on-going operational funding, there are no additional amounts that
we are committed to related to funding these investments.
Other Investments - At June 30, 2016, we owned a non-controlling, minority interest in four venture capital funds totaling $2.1 million, a 20%
non-controlling interest in an investment management company totaling $0.5 million, twelve certified low-income housing developments with
zero carrying value and two real estate entities with zero carrying value. The low-income housing developments and real estate entities have
been determined to be VIEs, but are not required to be consolidated due to our lack of control over their respective operations. At June 30, 2016,
total assets and total debt of these VIEs were approximately $60.0 million and $20.0 million, respectively.

13. Commitments, Contingencies and Off-Balance Sheet Arrangements

In connection with our investing and operating activities, we have entered into certain contractual obligations and commitments. See Notes 6 and
12 to these unaudited consolidated financial statements for additional discussion of these obligations and commitments. Our future minimum
cash payments, including interest, associated with our contractual obligations pursuant to the note purchase agreements, Credit Agreement,
Premium Financing Debt Facility, operating leases and purchase commitments at June 30, 2016 were as follows (in millions):

Payments Due by Period
Contractual Obligations 2016 2017 2018 2019 2020 Thereafter Total
Note purchase agreements $ 500 $300.0 $100.0 $100.0 $100.0 $ 1,750.0 $2.,400.0
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235.0
101.2
56.6 109.8 89.8 85.5

442.8 409.8 189.8 185.5

56.2 110.8 93.1 78.2
(0.9) (0.3) (0.1) 0.1)
78.1 40.7 31.2 16.3

$5762 $561.0 $314.0 $279.9
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The amounts presented in the table above may not necessarily reflect our actual future cash funding requirements, because the actual timing of
future payments may vary from the stated contractual obligation. Outstanding purchase commitments in the table above include $53.0 million
related to expenditures on our new corporate headquarters.

Note Purchase Agreements, Credit Agreement and Premium Financing Debt Facility - See Note 6 to our unaudited consolidated financial
statements for a discussion of the terms of the note purchase agreements, the Credit Agreement and Premium Financing Debt Facility.

Operating Lease Obligations - Our corporate segment s executive offices and certain subsidiary and branch facilities of our brokerage and risk
management segments are located at Two Pierce Place, Itasca, Illinois, where we lease approximately 306,000 square feet of space, or
approximately 60% of the building. The lease commitment on this property expires February 28, 2018. In August 2015, we announced that we
will be relocating our headquarters to the city of Rolling Meadows, Illinois, which will have approximately 360,000 square feet of space and will
accommodate approximately 2,000 employees at peak capacity. We anticipate moving to the Rolling Meadows site sometime in the first quarter
of 2017. Relating to the development of our new corporate headquarters, we expect to receive property tax related credits under a tax-increment
financing note from Rolling Meadows and an Illinois state Economic Development for a Growing Economy (which we refer to as Edge) tax
credit. Incentives from these two programs could total between $60.0 million and $80.0 million over a fifteen-year period.

We generally operate in leased premises at our other locations. Certain of these leases have options permitting renewals for additional periods. In
addition to minimum fixed rentals, a number of leases contain annual escalation clauses which are generally related to increases in an inflation
index.

We have leased certain office space to several non-affiliated tenants under operating sublease arrangements. In the normal course of business,
we expect th