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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
FORM 10-K

(Mark One)

þ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the fiscal year ended June 30, 2010
or

o 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: 001-34594

TOWERS WATSON & CO.
(Exact name of registrant as specified in its charter)

Delaware
(State or other jurisdiction of
incorporation or organization)

27-0676603
(I.R.S. Employer
Identification No.)

875 Third Avenue, New York, NY 10022
(Address of principal executive offices) (Zip Code)

(212) 725-7550
(Registrant�s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered

Class A Common Stock, $0.01 par value New York Stock Exchange and
NASDAQ Global Select Market

Securities registered pursuant to Section 12(g) of the Act: None
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes o No þ
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes o No þ
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 þ No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, 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 o No o
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.405 of this
chapter) is not contained herein, and will not be contained, to the best of registrant�s knowledge, in definitive proxy or
information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K o
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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 o Accelerated filer o Non-accelerated filer þ Smaller reporting
company o

(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 Act). Yes o No þ
The aggregate market value of the registrant�s voting and non-voting common stock held by non-affiliates of the
registrant was approximately $2,001,914,497 based on the closing price as of the last business day of the registrant�s
most recently completed second fiscal quarter, December 31, 2009.
As of August 30, 2010 there were 42,980,157 outstanding shares of Class A common stock and 4,210,088 of
Restricted Class A common stock at a par value of $0.01 per share; 10,530,853 outstanding shares of Class B-1
common stock at a par value of $0.01; 5,561,630 outstanding shares of Class B-2 common stock at a par value of
$0.01; 5,561,630 outstanding shares of Class B-3 common stock at a par value of $0.01; and 5,369,043 outstanding
shares of Class B-4 common stock at a par value of $0.01.

DOCUMENTS INCORPORATED BY REFERENCE:
Parts of Registrant�s Proxy Statement for the Annual Meeting of Shareholders to be filed within 120 days after
June 30, 2010, the end of Towers Watson�s fiscal year, are incorporated by reference into Parts II and III of this Annual
Report.
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Special Note Regarding Forward-Looking Statements
This Annual Report contains a number of �forward-looking statements� within the meaning of the Private Securities
Litigation Reform Act of 1995. These statements include, among others, statements regarding revenue drivers, growth
opportunities and operational cost savings expected to result from the merger of Towers Perrin and Watson Wyatt, as
well as statements contained in sections such as: Note 10, �Retirement Benefits�; Note 5, �Goodwill and Intangible
Assets�; Note 15, �Income Taxes�; Note 11, �Debt, Commitments and Contingent Liabilities�; and Note 13, �Restricted
Stock� of the notes to the consolidated financial statements included in Item 15 of this Annual Report; the Executive
Overview; Critical Accounting Policies and Estimates; the discussion of our capital expenditures; Off-Balance Sheet
Arrangements and Contractual Obligations; Liquidity and Capital Resources; Risk Management; and Part I, Item 3
�Legal Proceedings�. You can identify these statements and other forward-looking statements in this filing by words
such as �may�, �will�, �expect�, �anticipate�, �believe�, �estimate�, �plan�, �intend�, �continue�, or similar words, expressions or the
negative of such terms or other comparable terminology. You should read these statements carefully because they
contain projections of our future results of operations or financial condition, or state other �forward-looking�
information. A number of risks and uncertainties exist that could cause actual results to differ materially from the
results reflected in these forward-looking statements are identified under �Risk Factors� in Item 1A of this Annual
Report on Form 10-K. These statements are based on assumptions that may not come true. All forward-looking
disclosure is speculative by its nature. We undertake no obligation to update any of the forward-looking information
included in this Annual Report, whether as a result of new information, future events, changed expectations or
otherwise.
PART I
Item 1. Business.
The Company
Towers Watson & Co. (referred herein as �Towers Watson�, �company�, �us�, �we�, or �Towers Watson & Co.�) is a leading
global professional services firm focused on providing consulting and other professional services related to employee
benefits, human capital and risk and financial management. We provide advisory services on critical human capital
management issues to help our clients effectively manage their costs, talent and risk. We offer our clients
comprehensive services across three business segments, Benefits, Risk and Financial Services and Talent and
Rewards, through a strong talent pool of approximately 12,750 full-time associates across 34 countries. Our
professional staff are trusted advisors and experts in their fields and include over 2,480 fully accredited actuaries.
Towers Watson was formed on January 1, 2010, from the merger of Towers, Perrin, Forster & Crosby, Inc. (�Towers
Perrin�) and Watson Wyatt Worldwide, Inc. (�Watson Wyatt�), two leading professional services firms that trace their
roots back more than 100 years.
We help our clients enhance business performance by improving their ability to attract, retain, and motivate
employees and to manage and mitigate risk. We focus on delivering consulting services and technology solutions to
help organizations anticipate, identify and capitalize on emerging opportunities in benefits and human capital
management. We also provide independent advice and risk management solutions to insurance companies and
corporate clients, as well as investment advice to help our clients develop disciplined and efficient strategies to
manage risk and meet their investment goals.
Our target market is generally large, multi-national and domestic companies, with additional focus on the insurance
industry. Our clients include many of the world�s leading corporations, including approximately 85% of the Fortune
Global 500 companies, 84% of the Fortune 1000, 76% of the FTSE and 100% of the Dax 30. We also advise more
than three-quarters of the world�s leading insurance companies. We work with major corporations, emerging growth
companies, governmental agencies and not-for-profit institutions in a wide variety of industries.
The Merger
On January 1, 2010, pursuant to the Agreement and Plan of Merger, as amended by Amendment No. 1 (the �Merger
Agreement�), Watson Wyatt and Towers Perrin combined their businesses through two simultaneous mergers (the
�Merger�) and became wholly owned subsidiaries of Jupiter Saturn Holding Company, which subsequently changed its
name to Towers Watson & Co. Since the consummation of the Merger, Towers Perrin changed its name to Towers
Watson Pennsylvania Inc., and Watson Wyatt changed its name to Towers Watson Delaware Holdings Inc. However,
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for ease of reference, we continue to use the legacy Towers Perrin and Watson Wyatt names throughout this
discussion.
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Although the business combination of Watson Wyatt and Towers Perrin was a �merger of equals,� generally accepted
accounting principles require that one of the combining entities be identified as the acquirer by reviewing facts and
circumstances as of the acquisition date. Watson Wyatt was determined to be the accounting acquirer. This conclusion
is primarily supported by the facts that Watson Wyatt shareholders owned approximately 56% of all Towers Watson
common stock after the redemption of Towers Watson Class R common stock and that Watson Wyatt�s chief executive
officer became the chief executive officer of Towers Watson. Watson Wyatt is the accounting predecessor in the
Merger; as such, the historical results of Watson Wyatt have become those of the new registrant, Towers Watson, and
are presented in this filing. Towers Watson�s consolidated financial statements as of and for the fiscal year ended
June 30, 2010, include the results of Towers Perrin�s operations beginning January 1, 2010.
Access to Public Filings, Code of Business Conduct and Ethics and Board Committee Charters
Our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to
those reports are available, without charge, on our web site (www.towerswatson.com) or the Securities and Exchange
Commission (�SEC�) web site (www.sec.gov), as soon as reasonably practicable after they are filed electronically with
the SEC. We have also adopted a Code of Business Conduct and Ethics applicable to all associates, senior financial
employees, the principal executive officer, other officers and members of senior management. We also have a Code of
Business Conduct and Ethics that applies to all of our directors. Both codes are posted on our website, and any
amendments to the codes or any waivers of their requirements will be disclosed on our website. Towers Watson�s
Audit Committee, Compensation Committee, Nominating and Governance Committee and Risk Committee all
operate pursuant to written charters adopted by our board of directors. We have also adopted a set of Corporate
Governance Guidelines, copies of which are available on our website. Copies of all these documents are also
available, without charge, from our Investor Relations Department at 901 N. Glebe Road, Arlington, VA 22203.
Business Overview
As leading economies worldwide become more service-oriented and interconnected, effective human resources,
financial and risk management are increasingly becoming a source of competitive advantage for companies and other
organizations. Employers, regardless of geography or industry, are facing unprecedented challenges involving the
management of their people. Changing technology, expectations for innovation and quality enhancements, skill
shortages in selected areas, and an aging population in many developed countries have increased employers� focus on
attracting and retaining talented employees. Further, employers are focused on achieving productivity improvements
and effectively managing the overall size and volatility of their labor costs. The growing demand for employee
benefits and human capital management services is directly related to the size, complexity and rapid changes
associated with the effective design, financial management and administration of human resources programs.
The Benefits segment is our largest segment. This segment provides benefits consulting and administration services
through four primary lines of business. Retirement supports organizations worldwide in designing, managing,
administering and communicating all types of retirement plans. Health and Group Benefits provides advice on the
strategy, design, financing, delivery, ongoing plan management and communication of health and group benefit
programs. Through our Technology and Administration Solutions line of business, we deliver cost-effective benefit
outsourcing solutions. The International Consulting Group provides expertise in dealing with international human
capital management and related benefits and compensation issues for our clients and their subsidiaries. A significant
portion of the revenue in this segment is from recurring work, driven in large part by the heavily regulated nature of
employee benefits plans and our clients� annual needs for these services. The Benefits segment contributed
approximately 64% of revenue during the fiscal year ended June 30, 2010.
The Risk and Financial Services segment, our second largest segment, has three primary lines of business. Risk
Consulting and Software provides the insurance industry with consulting and industry-specific software solutions that
range from asset-liability modeling and product development to economic capital aggregation and allocation.
Reinsurance and Insurance Brokerage principally provides reinsurance brokerage services. Investment Consulting and
Solutions provides investment strategy consulting and solutions for institutional investors, primarily to defined benefit
and defined contribution pension plans. A significant portion of the revenue in this segment is from recurring work,
driven in large part by the heavily regulated nature of the insurance industry and industry demands for these services,
such as reinsurance brokerage. The Risk and Financial Services segment contributed approximately 21% of revenue
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during the fiscal year ended June 30, 2010.
The Talent and Rewards segment has three primary lines of business. Executive Compensation advises our clients�
management and boards of directors on executive pay and incentive programs. Rewards, Talent and Communication
provides consulting on a number of issues facing employers including employee rewards (pay and incentives), talent
management, employee communication and change management. Data, Surveys and Technology provides data,
analytics, consulting and technology solutions, such as compensation and human capital benchmarking data,
employee opinion surveys, and reward administration and talent management technology, to help employers more
effectively manage their employees and human resources programs. The revenues in this segment are largely
comprised of project-based work from a stable client base. The Talent and Rewards segment contributed
approximately 15% of revenue during the fiscal year ended June 30, 2010.
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Our company is recognized for our thought leadership and proprietary industry content. Our insights, derived from our
extensive research across these three segments, are a core part of our brand identity and are widely cited by many
major news outlets such as The Wall Street Journal in the United States and Asia, The New York Times, the Financial
Times, BBC News and CNBC . We also produce proprietary studies and white papers on topics such as employee
attitudes toward the workplace, executive pay trends, health care quality and costs, the impact of enterprise risk
management on business performance and strategies for managing pension risk and investments. Our research on
changing demographics in major economies is helping companies prepare for the impact of these changes on costs,
productivity and the ability to attract and retain talented employees.
While we focus our consulting services in the areas described above, management believes that one of our primary
strengths is our ability to draw upon consultants from our different practices to deliver integrated services to meet the
needs of our clients. This capability includes communication and change management implementation support
services.
Principal Services
Our global operations include three segments: Benefits, Risk and Financial Services, and Talent and Rewards. The
percentages of revenue generated in the various groups are as follows:

Year ended June 30,
2010 2009 2008

Benefits 64% 69% 69%
Risk and Financial Services 21 17 17
Talent and Rewards 15 14 14

Total Segment Revenue 100% 100% 100%

For more information about our operating segments, see Note 16, �Segment Information�, of the notes to the
consolidated financial statements included in Item 15 of this Annual Report.
Benefits Segment
The Benefits segment is our largest segment with over 6,000 associates. The Benefits segment generated
approximately 64% of revenue for the fiscal year ended June 30, 2010. This segment has grown through business
combinations as well as strong organic growth. It helps clients create and manage cost-effective benefits programs that
help them attract, retain and motivate a talented workforce.
The lines of business within the Benefits segment are:

� Retirement;

� Health and Group Benefits;

� Technology and Administration Solutions; and

� International Consulting Group.
Retirement

Our retirement consulting, which comprises a substantial portion of the Benefits segment�s revenue and profit, supports
organizations worldwide in designing, managing, and administering all types of retirement plans. We are one of the
world�s leading advisors on retirement plans, providing actuarial and consulting services for large defined benefit and
defined contribution plans, including design, funding and risk management strategies. We also help our clients assess
the effects of changing workforce demographics on their retirement plans, cash flow requirements, and retiree benefit
adequacy and security.
Our professional staff are named actuaries for many of the world�s largest retirement plan sponsors. Towers Watson
provides actuarial services to more of the top 300 pension funds worldwide than any other consulting firm. In the
United States, we provide actuarial services to three of the four largest corporate-sponsored defined benefit plans
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(based on total pension plan assets), and in the United Kingdom, we are advisor to almost half of the 100 largest
corporate pension funds. Additionally, we have market-leading positions in Canada, Germany and the Netherlands.
We offer clients a full range of integrated and innovative retirement consulting services to meet the needs of all types
of employers�including those that continue to offer defined benefit plans and those that are reexamining their
retirement benefits strategies. For those clients that want to outsource some or all of their pension plan management,
we offer integrated solutions that combine investment consulting, pension administration, core actuarial services and
communication assistance.
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Our retirement consulting services include:
� Retirement strategy and plan design;

� Actuarial services and related support;

� Retirement financial management;

� Settlement solutions;

� Compliance and governance strategies;

� Risk management; and

� Defined contribution solutions.
Much of our recent consulting with clients relates to managing risk and cost volatility, various regulatory changes
(global accounting reform and United States and European pension funding legislation), and a broad-based desire on
the part of many employers to revisit their retirement design approach. We use in-depth data and analytics to provide
perspective on the overall environment and to help our clients with their design decisions. We have tracked the
retirement designs of the largest public companies around the world over many years, providing clients with data to
better understand the true magnitude of the movement from defined benefit to defined contribution designs.
To further enhance our retirement consulting services, we dedicate significant resources to technology systems and
tools to ensure the consistency and efficiency of service delivery in all our offices worldwide. We also maintain
extensive proprietary databases that enable our clients to track and benchmark benefit plan provisions. Retirement
typically lags reduction in discretionary spending compared to the other segments, mainly due to ongoing regulatory
requirements for our clients. Our retirement consulting relationships are generally longer term in nature and client
retention rates are high. Revenue for the retirement practice is seasonal, with most of the work we perform falling
around calendar year end reporting and compliance requirements, as clients complete their pension plan valuations;
thus, the third quarter of our fiscal year is seasonally strongest. Major revenue growth drivers in this practice include
changes in regulations, economic uncertainty, increased global demand and increased market share.

Health and Group Benefits
Through our second largest line of business in the Benefits segment, Health and Group Benefits, we provide plan
management consulting across the full spectrum of health and group benefits programs, including health, dental,
disability, life and other coverage. We also advise clients on emerging issues specific to their interests and needs,
including the impact of health care reform legislation on their plan strategy and related health plan changes, and the
implementation and monitoring of innovative new programs such as wellness or care management. Clients seek our
evidence-based, practical solutions to improve employee health, satisfaction and productivity while minimizing costs.
Globally, many health care systems are strained by shrinking resources and increasing demand due to population
aging and changes in employees� health status. Our health and group benefits consulting services help clients provide
health and welfare benefits to attract and retain qualified employees and enhance the health and productivity of their
workforce.
In the United States, the enactment of health care reform legislation has prompted employers to reevaluate their health
plan strategies in light of expanded coverage requirements and new tax considerations. Also, given continued
above-inflation increases in health care costs, employers are seeking new and proven solutions for managing plan
costs and engaging members. An increasing number of employers are adopting consumer-oriented health care
approaches that encourage employees and retirees to participate more actively in health care buying decisions. These
models put employees in charge of spending their own health care dollars and provide them with appropriate
incentives, tools and information to make wiser health purchasing decisions.
We believe we have one of the strongest networks in the health and group benefits consulting business. We manage
numerous collective purchasing initiatives (e.g., pharmacy, retiree health) that enable employers to achieve greater
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value from third-party service providers than they can realize on their own. Our approach to health and group benefits
consulting emphasizes health and productivity, pharmacy, provider quality, effective communication, and data and
metrics.
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Our global services include:
� Program strategy, design and pricing;

� Health condition management consulting;

� Pharmacy benefit management consulting;

� Workforce well-being evaluation and wellness and health promotion consulting;

� Performance measurement and monitoring;

� Development of funding strategies and forecasting, budgeting and reserve setting;

� Vendor evaluation, selection and management; and

� Claims audits and pre- and post-implementation audits.
Technology and Administration Solutions

Our Technology and Administration Solutions line of business, the third largest within the Benefits segment, provides
benefits outsourcing services to hundreds of clients across multiple industries. Our world-class solutions are supported
by our technology systems, including our BenefitConnect system in the United States, and our dedicated, regional
service centers.
Supporting more than six million plan participants, we provide:

� Pension and retirement plan administration; and

� Health and welfare administration.
We have a 30-year track record of success in benefits outsourcing. We provide clients with three distinct delivery
model options to help meet the needs of employers of all types, ranging from a full outsourcing option to co-sourcing
along with our clients� internal benefits departments to providing system support only.
In the United States, we are a top-tier benefits outsourcing provider and a market leader for co-sourced defined benefit
administration for organizations with 10,000 or more employees. For retirement administration, BenefitConnect
includes case management and administration tools to assist plan sponsors in managing the entire life cycle of pension
administration, from new hire to retirement, and employee self-service tools that enhance employees� understanding of
their retirement benefits� future value. For health and welfare administration, BenefitConnect is a customizable,
web-based application that combines self-service employee tools with administrative and call-center components to
facilitate the administration and management of health and welfare benefits.
In the United Kingdom, we are a leader in retirement administration outsourcing and flexible benefits administration
services to the private sector, using highly automated processes and web technology to enable members to access their
records and improve their understanding of their benefits. Our technology also provides trustees and human resources
departments with timely management information to monitor activity levels and reduce administration costs. In
markets outside the United States with more complex defined contribution arrangements, we have deployed
sophisticated defined contribution technology, processes and controls. Our defined contribution administration model
in Germany and the United Kingdom leverages web technology and provides clients with �back office� reconciliation,
while offering the clients the option to outsource or co-source the front-office operations as needed. Participants can
access data allowing them to be self-sufficient in managing their portfolios.
Within the United States, our client retention rates are approximately 94% for the fiscal year ended June 30, 2010.

International Consulting Group
To help multi-national companies face the challenges of operating in the global marketplace, Towers Watson provides
expertise in dealing with international human capital management and related benefits and compensation advice for
corporate headquarters and their overseas subsidiaries. Through our global specialists and in cooperation with our
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local offices worldwide, we help multi-national companies on a range of issues, including: financial, accounting, cost
and risk-control solutions for employee benefit plans globally, global actuarial services, and cross-border support for
benefit plan consolidation in mergers, acquisitions and divestitures.
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Risk and Financial Services Segment
Within the Risk and Financial Services segment, our second largest at approximately 21% of revenue during the fiscal
year ended June 30, 2010, we have three lines of business:

� Risk Consulting and Software;

� Investment Consulting and Solutions; and

� Reinsurance and Insurance Brokerage.
The segment is united by an approach to client issues that focuses on risk and capital management. We help
companies around the world improve business performance by effectively integrating risk management with their
overall financial management framework. We work with a variety of client executives: chief financial officers and
treasurers, chief risk officers and senior actuaries, reinsurance buyers, and pension plan sponsors and trustees. Two of
our lines of business, Risk Consulting and Software and Reinsurance and Insurance Brokerage, have a particular focus
on the insurance industry, while Investment focuses primarily on pension plans. However, all three of our businesses
also apply their expertise to serve broader markets.
We believe we can add significant value to our clients by bringing a wider range of Towers Watson products and
services to bear in addressing the issues they face. Our RiskCapital Solutions� reflects this approach, combining risk
consulting and software solutions with brokerage to assist insurance executives in more holistically managing their
risk management and reinsurance brokerage/risk transfer decision-making. Investment often works with colleagues in
our Benefits segment on retirement financial management issues. In the future, we will look for more opportunities to
combine our services to respond in innovative ways to client needs.
We have also developed a range of financial modeling software products. Our products bring together innovative
actuarial thinking with software expertise to provide comprehensive solutions for our insurance clients to measure
value, manage risk and monitor capital adequacy. Our software solutions support a variety of activities, ranging from
asset-liability modeling and product development to economic capital aggregation and allocation. These are used
internally for consulting projects and licensed to clients around the world.

Risk Consulting and Software
The largest line of business within Risk and Financial Services, Risk Consulting and Software is primarily focused on
the insurance industry. Our associates use deep analytical skills to solve practical business problems facing the
insurance industry by applying the latest techniques and software solutions to help our clients improve business
performance and create competitive advantage in areas such as financial and regulatory reporting, risk and capital
management, mergers and acquisitions, corporate restructuring, and product and market strategies. We are also a
leading provider of financial modeling software to the insurance industry. We have more actuaries serving the
insurance industry than any other professional services firm.
Through our legacy companies, we pioneered the use of enterprise risk management to help insurance companies
identify and control their key risks, enhance risk-adjusted returns and meet strategic objectives. We are a major
provider of actuarial valuation and due diligence support for insurance industry mergers, acquisitions and
restructurings. We also help our clients value liabilities and economic value for financial reporting and management
purposes and we provide other services such as product development, predictive modeling, strategies for entry into
new markets, claim consulting and catastrophe modeling. We also help non-insurance entities with risk management
issues such as evaluating and optimizing their insurance programs as part of their overall risk and capital management
processes, and designing and implementing risk mitigation strategies for their retirement programs to align their risk
profile with overall financial objectives.

Investment Consulting and Solutions
Investment Consulting and Solutions is the second largest line of business within the Risk and Financial Services
segment. Our Investment business helps our clients manage investment complexity, establish their risk tolerance and
improve governance.
We have one of the industry�s largest investment consulting practices. Our business is focused on creating value for
institutional investors, primarily defined benefit and defined contribution pension plans, through independent,
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best-in-class investment advice. We provide coordinated investment strategy advice� based on expertise in risk
assessment, asset-liability modeling, strategic asset allocation policy setting and investment manager selection�to some
of the world�s largest pension funds and institutional investors.
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We have a large investment strategy team with more than 100 investment manager research professionals covering all
asset classes from mainstream equities and fixed income to alternative investments, including hedge funds and private
equity. With deep specialist expertise in asset management and actuarial science, we provide practical, independent
advice tailored to meet the needs of our clients. While Investment clients primarily include defined benefit and
defined contribution pension plans, we see significant growth potential in other areas, including insurance company
asset management, endowment funds and sovereign wealth funds.

Reinsurance and Insurance Brokerage
Reinsurance and Insurance Brokerage is the third largest line of business in the Risk and Financial Services segment.
Our Brokerage business primarily serves as an intermediary between our clients and the insurance and reinsurance and
capital markets. The substantial majority of our business is providing global reinsurance intermediary services and
consulting expertise. We maintain trading relationships with more than 200 reinsurers and Lloyd�s underwriters.
We help our clients with reinsurance strategy and program review, claims management and program administration,
catastrophe exposure management, contract negotiation and placement, and market security issues. Our integrated
approach to risk and capital management helps our clients allocate, use and protect the capital they need to achieve
financial objectives.
While most of our clients are insurance companies, our Brokerage business also places insurance programs for
corporate clients. We have offices in North America and Europe to serve clients in all the major insurance markets.
Our London office places reinsurance for Lloyd�s Syndicates and European insurance companies. In addition, it acts as
a correspondent broker, placing reinsurance for North American companies into Lloyd�s of London. Together with
Risk Consulting and Software, our Brokerage business has an on-the-ground presence in Bermuda to access and serve
this important market.
Talent and Rewards Segment
Our third largest segment, Talent and Rewards, comprises approximately 15% of revenue for the fiscal year ended
June 30, 2010 and is focused on three lines of business:

� Executive Compensation;

� Rewards, Talent and Communication; and

� Data, Surveys and Technology.
Executive Compensation

We advise our clients� management and boards of directors on executive pay programs, including base pay, annual
bonus, long-term incentives, perquisites and other benefits. This work includes helping clients understand market
practices relative to levels of compensation as well as the design of incentive programs. We also provide clients with
executive pay related transactional support associated with various transactions such as mergers, acquisitions,
divestitures, executive transitions and business restructuring. We have a global network of executive pay practitioners
that allows us to provide comprehensive solutions to our clients. We maintain a number of proprietary databases that
provide us with competitive advantage.

Rewards, Talent and Communication
From this line of business, we provide a broad array of capabilities in designing and implementing human resources
programs and processes that touch employees, managers and leaders. Our solutions cut across the employment
lifecycle, from attracting and deploying talent to managing and rewarding employees� performance to developing their
skills and providing relevant career paths to help retain and engage them over time.
Our primary practice areas are:

� Talent Management. We help organizations develop integrated programs and processes to identify clients�
leadership and workforce needs, develop leaders and employees, and provide performance management to
align goals and incentives for those employees and leaders with the critical drivers of business performance.
Also within this practice, our human resources effectiveness services help clients implement the right human
resources structure, service delivery model and staff to meet the needs of both the organization and employees
efficiently and effectively.
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� Rewards. We provide the strategy, design and execution support for compensation programs to help clients
optimize their reward spend and ensure their programs drive the behaviors and performance required to meet
key business goals. Within this practice, we also have a sales effectiveness and rewards service offering
focused on sales force productivity and incentives.
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� Communication and Change Management. We offer deep expertise in change management, organizational

effectiveness and communication to support our consulting services and help drive employee engagement and
align behavior with business results.

Data, Surveys and Technology
This line of business combines data, analytics and software to enable more effective management of people and
human resources programs. It brings together our capabilities in employee surveys, global databases, and talent
management and rewards technology.
This business includes our global compensation databases, employee survey practice, human capital metrics and
analytics benchmarking offering, and software applications related to talent, performance and compensation
management. These practices generate recurring revenue by leveraging data, technology and a pool of staff resources
that can be flexibly deployed.
We have data and tools that our competitors cannot easily match. Our compensation databases cover almost 100
countries across six continents to support global clients wherever they do business. Our employee surveys offer clients
access to the world�s largest normative database of employee attitudes and opinions. Our human capital metrics
database provides benchmarks on key workforce and human resources measures and analyzes how they link to and
drive business performance.
Competition
The human capital management consulting industry is highly competitive. We believe there are significant barriers to
entry and we have developed competitive advantages in providing human resources consulting services. However, we
face intense competition from several different sources.
Our principal competitors in the global human resources consulting industry are Mercer HR Consulting (a Marsh &
McLennan company) and Aon Consulting (an Aon company), which recently announced it will acquire Hewitt
Associates, another major competitor. In addition to these firms, the industry includes other benefits and
compensation firms and the human resources consulting divisions of diversified professional service firms, such as
Deloitte, Accenture and PricewaterhouseCoopers. Beyond these large players, the global human resources consulting
industry is highly fragmented.
Our major competitors in the insurance consulting and solutions industry include Milliman, Oliver Wyman (a Marsh
& McLennan company) and the big four accounting firms. In the reinsurance brokerage industry, our major
competitors are Aon Benfield (an Aon company), Guy Carpenter (a Marsh & McLennan company) and Willis.
The market for our services is subject to change as a result of economic, regulatory and legislative changes,
technological developments, and increased competition from established and new competitors. We believe the
primary factors in selecting a human resources consulting firm include reputation, the ability to provide measurable
increases to shareholder value and return on investment, global scale, quality of service and the ability to tailor
services to clients� unique needs. We believe we compete favorably with respect to these factors.
Employees
We employed approximately 12,750 full-time associates as of June 30, 2010 in the segments listed below; in addition,
we have a number of part-time and contract associates whose numbers will fluctuate based on short-term demands.

As of June 30,
2010 2009

Benefits 6,165 4,255
Risk and Financial Services 2,030 985
Talent and Rewards 1,990 1,035
Other 215 225
Business Services (incl. corporate and field support) 2,350 1,200

Total associates 12,750 7,700
Our associates are not subject to collective bargaining agreements, except in four countries: Brazil, Germany, Belgium
and the Netherlands. Associates subject to collective bargaining agreements comprise less than one percent of our
workforce and we believe relations between management and associates are good.
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Item 1A � Risk Factors
In addition to the factors discussed elsewhere in this Annual Report, the following are some of the important factors
that could cause our actual results to differ materially from those projected in any forward-looking statements. These
risk factors should be carefully considered in evaluating our business. The descriptions below are not the only risks
and uncertainties that we face. Additional risks and uncertainties that are presently unknown to us may also impair our
business operations, financial condition or results. If any of the risks and uncertainties below or other risks were to
occur, our business operations, financial condition or results of operations could be materially and adversely impacted.
If we are not able to successfully integrate the operations of Towers Perrin and Watson Wyatt, we may fail to
realize the anticipated growth opportunities and other anticipated benefits of the Merger.
We face significant challenges in integrating Towers Perrin�s and Watson Wyatt�s technologies, organizations,
procedures, policies and operations, as well as in addressing differences in the business cultures of the two companies,
and retaining key Towers Perrin and Watson Wyatt personnel. The integration process is complex and time
consuming and requires substantial resources and effort. These efforts could divert management�s focus and resources
from other strategic opportunities and from business operations during the integration process. Difficulties may occur
during the integration process, including:

� Loss of key officers and employees;

� Loss of key clients;

� Loss of revenues; and

� Increases in operating, tax or other costs.
The success of the Merger will depend in part on our ability to realize the anticipated growth opportunities and cost
savings from integrating the businesses of Towers Perrin and Watson Wyatt, while minimizing or eliminating any
difficulties that may occur. Even if the integration of the businesses of Towers Perrin and Watson Wyatt is successful,
it may not result in the realization of the full benefits of the growth opportunities that we currently expect or these
benefits may not be achieved within the anticipated time frame. Any failure to timely realize these anticipated benefits
could have a material adverse effect on our revenues, expenses and results of operations.
The effects of the Merger may be dilutive to our earnings per share in the short term, and our estimates of the
operational cost savings we expect to result from the Merger and of the costs we expect will be required to achieve
such savings are inherently uncertain and may not be accurate, and we may not be able to achieve the operational
cost savings in the expected time frame or at all.
While we expect to realize significant savings during the first two years following completion of the Merger, it is
uncertain if we will achieve these savings, and the effects of the Merger may be dilutive to our earnings per share in
the short term. We anticipate that full realization of pretax annual operational cost savings will take at least three years
to achieve. Our operational cost savings estimates are based on a number of assumptions, including the assumption
that we will be able to implement cost saving programs such as personnel reductions and consolidation of operations,
technologies, and administrative functions. In addition, our estimated expenses required to achieve operational cost
savings do not include certain other costs we expect to incur, including those relating to rebranding, lease termination
costs and facilities consolidation, among others. We may not be able to achieve the operational cost savings that we
anticipate in the expected time frame, based on the expected costs or at all. Failure to successfully implement cost
savings programs on a timely basis, or the need to spend more than anticipated to implement such programs, will
result in lower than expected cost savings in connection with the Merger and could have a material adverse effect on
our operating results.
Changes in Towers Watson�s compensation structure relative to each of Towers Perrin�s and Watson Wyatt�s
current compensation structures could impair Towers Watson�s ability to retain certain current associates of each
of Towers Perrin and Watson Wyatt.
In order to meet our operating margin goals and increase our level of retained earnings, we will change Towers Perrin�s
and Watson Wyatt�s respective compensation structures. In particular, Towers Perrin, as a private company, had not
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retained a significant amount of annual earnings, resulting in significant flexibility to vary its levels of cash
compensation. Our compensation practices will be different from Towers Perrin�s pre-merger practices, because a
larger proportion of earnings will be retained compared to Towers Perrin�s historical practice, which may affect, in
particular, Towers Watson�s ability to retain current associates formerly of Towers Perrin accustomed to the historical
compensation structure of Towers Perrin as a private company. The changes in compensation structure could
materially adversely affect Towers Watson�s ability to retain current former Towers Perrin and Watson Wyatt
associates if they do not perceive Towers Watson�s total compensation program to be competitive with that of other
firms.
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The loss of key associates could damage or result in the loss of client relationships and could result in such
associates competing against Towers Watson.
Our success depends on our ability to attract, retain and motivate qualified personnel, including key managers and
associates. In addition, our success largely depends upon our associates� abilities to generate business and provide
quality services. In particular, our associates� business relationships with our clients are a critical element of obtaining
and maintaining client engagements. If we lose associates who manage substantial client relationships or possess
substantial experience or expertise or if we are unable to successfully attract new talent, it could materially adversely
affect our ability to secure and complete engagements, which would materially adversely affect our results of
operations and prospects. In addition, if any of our key associates were to join a competitor or form a competing
company, existing and potential clients could choose to use the services of that competitor instead of Towers Watson�s
services.
There can be no assurance that confidentiality and non-solicitation/non-competition agreements signed by senior
associates who were former Towers Perrin or Watson Wyatt associates before the �merger of equals� between the two
entities, or agreements signed by Towers Watson associates in the future, will be effective in preventing a loss of
business.
Our clients could terminate or reduce our services at any time, which could decrease associate utilization, adversely
impacting our profitability and results of operations.
Our clients generally are able to terminate or reduce our engagements at any time. If a client reduces the scope of, or
terminates the use of, our services with little or no notice, our associate utilization will decline. In such cases, we will
need to rapidly re-deploy our associates to other engagements (if possible) in order to minimize the potential negative
impact on our financial performance. In addition, because a sizeable portion of our work is project-based rather than
recurring in nature, our associate utilization will depend on our ability to continually secure additional engagements.
Our quarterly revenues could fluctuate while our expenses are relatively fixed.
Quarterly variations in our revenues and results of operations have occurred in the past and could occur as a result of a
number of factors, such as:

� The significance of client engagements commenced and completed during a quarter;

� The seasonality of certain types of services. For example, our retirement revenues typically are more heavily
weighted toward the first and fourth quarters of the calendar year, when annual actuarial valuations are
required to be completed for calendar year-end companies and the related services are performed;

� The number of business days in a quarter;

� Associate hiring and utilization rates;

� Clients� ability to terminate engagements without penalty;

� The size and scope of assignments; and

� General economic conditions.
A sizeable portion of our total operating expenses is relatively fixed, encompassing the majority of administrative,
occupancy, communications and other expenses, depreciation and amortization, and salaries and employee benefits
excluding fiscal year-end incentive bonuses. Therefore, a variation in the number of client assignments or in the
timing of the initiation or the completion of client assignments or our inability to forecast demand can cause
significant variations in quarterly operating results and could result in losses and volatility in our stock price.
Improper management of our engagements could hurt our financial results.
Most of our contracts are structured on a fixed-fee basis or a time-and-expense basis. The profitability of our fixed-fee
engagements depends on our ability to correctly estimate the costs and timing required for completion of the
engagements and our ability to control our costs and improve our efficiency. The profitability of the engagements that
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are priced on a time-and-expense basis depends on our ability to maintain competitive billing rates, as well as our
ability to control our costs. If we do not correctly estimate the costs and manage the performance of our engagements,
we may incur losses on individual engagements and experience lower profit margins and, as a result, our overall
financial results could be materially adversely affected.
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The trend of employers shifting from defined benefit plans to defined contribution plans could materially adversely
affect our business and results of operations.
Our retirement consulting and actuarial business comprises a substantial portion of our revenue and profit. We provide
clients with actuarial and consulting services relating to both defined benefit and defined contribution pension plans.
Defined benefit pension plans generally require more actuarial services than defined contribution plans because
defined benefit plans typically involve large asset pools, complex calculations to determine employer costs, funding
requirements and sophisticated analysis to match liabilities and assets over long periods of time. If organizations shift
to defined contribution plans more rapidly than we anticipate, or if we are unable to otherwise compensate for the
decline in our business that results from employers moving away from defined benefit plans, our business operations
and related results of operations will be materially adversely affected.
Our business will be negatively affected if we are not able to anticipate and keep pace with rapid changes in
government regulations or if government regulations decrease the need for our services or increase our costs.
A material portion of our revenue is affected by statutory changes. Many areas in which we provide services are the
subject of government regulation, which is constantly evolving. Changes in government and accounting regulations in
the United States and the United Kingdom, two of our principal geographic markets, affecting the value, use or
delivery of benefits and human capital programs, including recent changes in regulations relating to health care (such
as medical plans), defined contribution plans (such as 401(k) plans), defined benefit plans (such as pension plans) or
executive compensation, may materially adversely affect the demand for, or the profitability of, our services. Changes
to insurance regulatory schemes, or our failure to keep pace with such changes, could negatively affect demand for
services in our Risk and Financial Services business segment. For example, our continuing ability to provide
investment advisory services or reinsurance brokerage services depends on compliance with the rules and regulations
in each of these jurisdictions. Any failure to comply with these regulations could lead to disciplinary action, including
compensating clients for loss, the imposition of fines or the revocation of the authorization to operate as well as
damage to our reputation.
In addition, we have significant operations throughout the world, which further subject us to applicable laws and
regulations of countries outside the United States and the United Kingdom. Changes in legislation or regulations and
actions by regulators in particular countries, including changes in administration and enforcement policies, could
require operational improvements or modifications, which may result in higher costs or hinder our ability to operate
our business in those countries.
If we are unable to adapt our services to applicable laws and regulations, our ability to provide effective services in
these areas will be substantially diminished.
Our business could be negatively affected by currently proposed or future legislative or regulatory activity
concerning compensation consultants.
Recent legislative and regulatory activity in the United States has focused on the independence of compensation
consultants retained to provide advice to compensation committees of publicly traded companies. For example, on
July 21, 2010, the U.S. President signed into law the Dodd-Frank Wall Street Reform and Consumer Protection Act,
which requires any compensation consultant or other similar advisor to the compensation committee of a listed
company to meet standards for independence to be established by SEC regulation. Companies that violate this
requirement will be prohibited from listing any class of equity security with the national securities exchanges and
associations.
On December 16, 2009, the SEC published final rules, which became effective in February 2010, with respect to
issuer disclosures on compensation consultants. Among other requirements, the rules require disclosure of fees paid to
compensation consultants as well as a description of any additional services provided to the issuer by the
compensation consultant and its affiliates and the aggregate fees paid for such services. Due in part to this regulation
and continued legislative activity, prior to the Merger, some clients of Towers Perrin and Watson Wyatt decided to
terminate their relationships with the respective company (either with respect to compensation consulting services or
with respect to other consulting services) to avoid perceived or potential conflicts of interest. Additional clients of
Towers Watson may decide to terminate their relationships with Towers Watson and, as a result, our business,
financial condition and results of operations could be materially adversely impacted.
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In addition, due in part to such regulation and continued legislative activity, some former Towers Perrin and Watson
Wyatt consultants terminated their relationships with us, and some have indicated that they intend to compete with us.
Such talent migration, and any future such talent migration, could have a material adverse effect on our business,
financial condition and results of operations.
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Competition could result in loss of our market share and reduced profitability.
The markets for our principal services are highly competitive. Our competitors include other human capital and risk
management consulting and actuarial firms, as well as the human capital and risk management divisions of diversified
professional services, insurance, brokerage and accounting firms. Some of our competitors have greater financial,
technical and marketing resources than us, which could enhance their ability to finance acquisitions, fund internal
growth and respond more quickly to professional and technological changes. Some competitors have or may develop a
lower cost structure. New competitors or alliances among competitors could emerge, creating additional competition
and gaining significant market share, resulting in a loss of business for us and a corresponding decline in revenues and
profit margin. In order to respond to increased competition and pricing pressure, we may have to lower our prices,
which would also have an adverse effect on our revenues and profit margin.
Consolidation in the industries that we serve could materially adversely affect our business.
Companies in the industries that we serve may seek to achieve economies of scale and other synergies by combining
with or acquiring other companies. If two or more of our clients merge or consolidate and combine their operations,
we may experience a decrease in the amount of services we perform for these clients. If one of our clients merges or
consolidates with a company that relies on another provider for its services, we may lose work from that client or lose
the opportunity to gain additional work. The increased market power of larger companies could also increase pricing
and competitive pressures on us. Any of these possible results of industry consolidation could materially adversely
affect our revenues and profits. Our reinsurance brokerage business is especially susceptible to this risk given the
limited number of insurance companies seeking reinsurance and reinsurance providers in the marketplace.
We are subject to risks of doing business internationally.
For the six months ended June 30, 2010, 48% of our revenue relates to business located outside the United States. As
a result, a significant portion of our business operations is subject to foreign financial, tax and business risks, which
could arise in the event of:

� Currency exchange rate fluctuations;

� Unexpected increases in taxes or changes in U.S. or foreign tax laws;

� Compliance with a variety of international laws and regulations, such as data privacy, employment regulations,
trade barriers and restrictions on the import and export of technologies, as well as U.S. laws affecting the
activities of U.S. companies abroad, including the Foreign Corrupt Practices Act of 1977 and sanctions
programs administered by the U.S. Department of the Treasury Office of Foreign Assets Control;

� Absence in some jurisdictions of effective laws to protect our intellectual property rights;

� New regulatory requirements or changes in policies and local laws that materially affect the demand for our
services or directly affect our foreign operations;

� Local economic and political conditions, including unusual, severe, or protracted recessions in foreign
economies and inflation risk;

� The length of payment cycles and potential difficulties in collecting accounts receivable, particularly in light of
the number of insolvencies in the current economic environment and the numerous bankruptcy laws to which
they are subject;

� Unusual and unexpected monetary exchange controls, price controls or restrictions on transfers of cash; or

� Civil disturbance, terrorism or other catastrophic events that reduce business activity in other parts of the
world.
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These factors may lead to decreased revenues or profits and therefore may have a material adverse effect on our
business, financial condition and results of operations.
Our inability to successfully recover should we experience a disaster or other business continuity problem could
cause material financial loss, loss of human capital, regulatory actions, reputational harm or legal liability.
Should we experience a disaster or other business continuity problem, such as an earthquake, hurricane, terrorist
attack, pandemic, security breach, power loss, telecommunications failure or other natural or man-made disaster, our
continued success will depend, in part, on the availability of our personnel, our office facilities, and the proper
functioning of our computer, telecommunication and other related systems and operations. In such an event, we could
experience near-term operational challenges with regard to particular areas of our operations.
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In particular, our ability to recover from any disaster or other business continuity problem will depend on our ability
to protect our technology infrastructure against damage from business continuity events that could have a significant
disruptive effect on our operations. We could potentially lose client data or experience material adverse interruptions
to our operations or delivery of services to our clients in a disaster.
We will continue to regularly assess and take steps to improve upon our business continuity plans. However, a disaster
on a significant scale or affecting certain of our key operating areas within or across regions, or our inability to
successfully recover should we experience a disaster or other business continuity problem, could materially interrupt
our business operations and cause material financial loss, loss of human capital, regulatory actions, reputational harm,
damaged client relationships or legal liability.
Demand for our services could decrease for various reasons, including a continued general economic downturn, a
decline in a client�s or an industry�s financial condition or prospects, or a decline in defined benefit pension plans
that could materially adversely affect our results of operations.
We can give no assurance that the demand for our services will grow or that we will compete successfully with our
existing competitors, new competitors or our clients� internal capabilities. Client demand for our services may change
based on the clients� needs and financial conditions.
Our results of operations are affected directly by the level of business activity of our clients, which in turn are affected
by the level of economic activity in the industries and markets that they serve. Economic slowdowns in some markets,
particularly in the United States, have caused and may continue to cause reduction in discretionary spending by our
clients, result in longer client payment terms, an increase in late payments by clients and an increase in uncollectible
accounts receivable, each of which may reduce the demand for our services, increase price competition and adversely
impact our growth, profit margins and liquidity. If our clients enter bankruptcy or liquidate their operations (which has
already occurred with respect to some of our current clients), our revenues could be materially adversely affected.
In addition, the demand for many of our core benefit services, including compliance-related services, is affected by
government regulation and taxation of employee benefit plans. Significant changes in tax or social welfare policy or
other regulations could lead some employers to discontinue their employee benefit plans, including defined benefit
pension plans, thereby reducing the demand for our services. A simplification of regulations or tax policy also could
reduce the need for our services.
The unaudited pro forma financial data included in this Annual Report are illustrative and the actual financial
condition and results of operations of Towers Watson may differ materially from the historical financial statements
of Watson Wyatt and the unaudited pro forma financial data included in this Annual Report.
The unaudited pro forma financial data included in this Annual Report are presented solely for illustrative purposes
and are not necessarily indicative of what our results of operations would have been had the Merger been completed
on the date indicated. The pro forma financial data reflect adjustments that were developed using preliminary
estimates based on currently available information and certain assumptions, and may be revised as additional
information becomes available. Accordingly, the unaudited pro forma financial data included in this Annual Report
are illustrative only. The results of operations of Towers Watson will differ materially from the historical financial
statements of Watson Wyatt and may also differ materially from the unaudited pro forma financial data included in
this Annual Report.
Our growth strategy depends, in part, on our ability to make acquisitions, and if we have difficulty in acquiring,
overpay for, or are unable to acquire other businesses, our business may be materially adversely affected.
Our growth depends in part on our ability to make acquisitions. We may not be successful in identifying appropriate
acquisition candidates or consummating acquisitions on terms acceptable or favorable to us, on the proposed
timetables, or at all. We also face additional risks related to acquisitions, including that we could overpay for acquired
businesses and that any acquired business could significantly underperform relative to our expectations. If we are
unable to identify and successfully make acquisitions, our business could be materially adversely affected.
We face risks when we acquire businesses, and may have difficulty integrating or managing acquired businesses,
which may harm our business, financial condition, results of operations or reputation.
We may acquire other companies in the future. We cannot be certain that our acquisitions will be accretive to earnings
or otherwise meet our operational or strategic expectations. Acquisitions involve special risks, including the potential
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assumption of unanticipated liabilities and contingencies and difficulties in integrating acquired businesses, and
acquired businesses may not achieve the levels of revenue, profit or productivity we anticipate or otherwise perform as
we expect. In addition, if the operating performance of an acquired business deteriorates significantly, we may need to
write down the value of the goodwill and other acquisition-related intangible assets recorded on our balance sheet.

15

Edgar Filing: Towers Watson & Co. - Form 10-K

Table of Contents 30



Table of Contents

We may be unable to effectively integrate an acquired business into our organization, and may not succeed in
managing such acquired businesses or the larger company that results from such acquisitions. The process of
integration of an acquired business may subject us to a number of risks, including:

� Diversion of management attention;

� Amortization of intangible assets, adversely affecting our reported results of operations;

� Inability to retain the management, key personnel and other employees of the acquired business;

� Inability to establish uniform standards, controls, systems, procedures and policies;

� Inability to retain the acquired company�s clients;

� Exposure to legal claims for activities of the acquired business prior to acquisition; and

� Incurrence of additional expenses in connection with the integration process.
If acquisitions are not successfully integrated, our business, financial condition and results of operations could be
materially adversely affected, as well as our professional reputation.
Damage to our reputation could damage our businesses.
Maintaining a positive reputation is critical to our ability to attract and maintain relationships with clients and
associates. Damage to our reputation could therefore cause significant harm to our business and prospects. Harm to
our reputation can arise from numerous sources, including, among others, employee misconduct, litigation or
regulatory action, failure to deliver minimum standards of service and quality, compliance failures and unethical
behavior. Negative publicity regarding us, whether or not true, may also result in harm to our prospects.
We could also suffer significant reputational harm if we fail to properly identify and manage potential conflicts of
interest. The failure or perceived failure to adequately address conflicts of interest could affect the willingness of
clients to deal with us, or give rise to litigation or enforcement actions. There can be no assurance that conflicts of
interest will not arise in the future that could cause material harm to us.
We could be subject to claims arising from our work, as well as government inquiries and investigations, which
could materially adversely affect our reputation, business and financial condition.
Professional services providers, including those in the human capital and risk management sectors such as Towers
Watson, depend in large part on their relationships with clients and their reputation for high-quality services. Clients
that may become dissatisfied with our services may terminate their business relationships with us and clients and third
parties that claim they suffered damages caused by our services may bring lawsuits against us. The nature of our work,
particularly our actuarial services, necessarily involves the use of assumptions and the preparation of estimates
relating to future and contingent events, the actual outcome of which we cannot know in advance. Our actuarial
services also rely on substantial amounts of data provided by clients, the accuracy and quality of which we cannot
ensure. In addition, we could make computational, software programming or data management errors in connection
with the services we provide to clients.
Clients may seek to hold us responsible for the financial consequences of variances between assumptions and
estimates and actual outcomes or for errors. For example, clients may make:

� Claims that actuarial assumptions were unreasonable or that there were computational errors leading to pension
plan underfunding or under-reserving for insurance claim liabilities;

� Claims of failure to review adequately or detect deficiencies in data, which could lead to an underestimation of
pension plan or insurance claim liabilities; and

� Claims that employee benefit plan documents were misinterpreted or plan amendments were faulty, leading to
unintended plan benefits or overpayments to beneficiaries.
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Given that we frequently work with large pension funds and insurance companies, relatively small percentage errors
or variances can create significant financial variances and result in sig
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