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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
FORM 10-Q

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

For the quarterly period ended June 30, 2015

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 1-08323

Cigna Corporation

(Exact name of registrant as specified in its charter)

Delaware 06-1059331
(State or other jurisdiction of incorporation or (LR.S. Employer Identification No.)
organization)
900 Cottage Grove Road Bloomfield, Connecticut 06002
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(Address of principal executive offices) (Zip Code)
(860) 226-6000
Registrant s telephone number, including area code
(860) 226-6741
Registrant s facsimile number, including area code
Not Applicable
(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark YES NO

e whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the R
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
Ipast 90 days.

e whether the registrant has submitted electronically and posted on its corporate Web site, if any, every R
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post
such files).

® whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See definitions of large
accelerated filer , accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer R Accelerated filer O Non-accelerated filer O Smaller Reporting Company O

e whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Y R

As of July 15, 2015, 257,495,372 shares of the issuer s common stock were outstanding.
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Part I. FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

Cigna Corporation

Consolidated Statements of Income

Unaudited Unaudited
Three Months Ended Six Months Ended
June 30, June 30,

(In millions, except per share amounts) 2015 2014 2015 2014
Revenues

Premiums $ 7,432 $ 6,300 $ 14,834 $ 13,476
Fees and other revenues 1,117 1,027 2,255 2,033
Net investment income 297 294 573 571
Mail order pharmacy revenues 625 547 1,203 1,042
Net realized investment gains 21 65 94 107
Total revenues 9,492 8,733 18,959 17,229
Benefits and Expenses

Global Health Care medical costs 4,577 4,219 9,181 8,250
Other benefit expenses 1,199 1,100 2,468 2,266
Mail order pharmacy costs 529 469 1,021 883
Other operating expenses 2,212 1,996 4,416 3,976
Amortization of other acquired intangible assets 39 48 83 100
Total benefits and expenses 8,556 7,832 17,169 15,475

4
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Income before Income Taxes

Income taxes:

Current

Deferred

Total income taxes

Net Income

Less: Net Income (Loss) Attributable to Noncontrolling
Interests

Shareholders Net Income $
Shareholders Net Income Per Share:

Basic $
Diluted $
Dividends Declared Per Share $

The accompanying Notes to the Consolidated Financial Statements (unaudited) are an integral part of these statements.
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352
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Cigna Corporation

Consolidated Statements of Comprehensive Income

(In millions)

Shareholders net income $
Shareholders other comprehensive income:

Net unrealized appreciation (depreciation), securities

Net unrealized appreciation, derivatives

Net translation of foreign currencies

Postretirement benefits liability adjustment

Shareholders other comprehensive income (loss)

Shareholders comprehensive income

Comprehensive income attributable to noncontrolling
interests:

Net income (loss) attributable to redeemable

noncontrolling interests

Net (loss) attributable to other noncontrolling interests

Other comprehensive income (loss) attributable to

redeemable noncontrolling interests

Other comprehensive income attributable to other

noncontrolling interests

Total comprehensive income $

The accompanying Notes to the Consolidated Financial Statements (unaudited) are an integral part of these statements.

Three Months Ended

2015
588

(234)

18

20
(191)
397

(1)
3

3

390

Unaudited

June 30,

$

2014
573

103
46
11

160
733

3

735

$

Unaudited

Six Months Ended

June 30,
2015
1,121

(146)
12
(86)
31
(189)
932

(1
®)

12

914

$

2014
1,101

189
35
23

247
1,348

(&)

1,349
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Cigna Corporation

Consolidated Balance Sheets

(In millions, except per share amounts)
Assets

Investments:

Fixed maturities, at fair value (amortized cost, $17,307; $17,278)
Equity securities, at fair value (cost, $196; $199)
Commercial mortgage loans

Policy loans

Other long-term investments

Short-term investments

Total investments

Cash and cash equivalents

Premiums, accounts and notes receivable, net
Reinsurance recoverables

Deferred policy acquisition costs

Property and equipment

Deferred tax assets, net

Goodwill

Other assets, including other intangibles
Separate account assets

Total assets

Liabilities

Contractholder deposit funds

Future policy benefits

Unpaid claims and claim expenses

Global Health Care medical costs payable
Unearned premiums

Total insurance and contractholder liabilities
Accounts payable, accrued expenses and other liabilities
Short-term debt

Long-term debt

Separate account liabilities

Total liabilities

Contingencies Note 16

Redeemable noncontrolling interests
Shareholders Equity

Common stock (par value per share, $0.25; shares issued, 296; authorized, 600)
Additional paid-in capital

Accumulated other comprehensive loss
Retained earnings

Less treasury stock, at cost

Total shareholders equity

Noncontrolling interests

Total equity

Total liabilities and equity

As of
June 30,
2015

$ 18,569
189
2,054
1,439
1,471
97
23,819
1,969
3,790
7,021
1,588
1,502
369
6,041
2,722
8,311

$ 57,132

$ 8433
9,495
4,573
2,432

627
25,560
6,686
150
5,046
8,311
45,753

76

74
2,835
(1,125)
11,178
(1,672)
11,290

13

11,303

$ 57,132

Unaudited

As of
December 31,
2014

$ 18,983
189

2,081
1,438
1,488

163
24,342
1,420
2,757
7,080
1,502
1,502

293

5,989
2,683
8,328

$ 5589

$ 8430
9,642
4,400
2,180

621
25273
6,264
147
5,005
8,328
45,017

90

74
2,769
(936)

10,289
(1,422)
10,774

15

10,789

$ 55896
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Shareholders Equity Per Share $ 43.85 $ 41.55
The accompanying Notes to the Consolidated Financial Statements (unaudited) are an integral part of these statements.
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Cigna Corporation

Consolidated Statements of Changes in Total Equity

Accumulated
Unaudited Additional Other
For the three months ended June
30, 2015 Common  Paid-in Comprehensive
(In millions) Stock Capital Loss
Balance at April 1, 2015 $ 748 2,823 $ 934) $
Effect of issuing stock for employee
benefit plans 14
Other comprehensive (loss) (191)
Net income (loss)
Repurchase of common stock
Other transactions impacting
noncontrolling interests 2)
Balance at June 30, 2015 $ 74 % 2835 $ 1,125) $
Accumulated
Additional Other
For the three months ended June
30,2014 Common Paid-in Comprehensive
(In millions) Stock Capital Loss
Balance at April 1, 2014 $ 92 $ 3392 % (433) $
Effect of issuing stock for employee
benefit plans 13
Other comprehensive income 160
Net income (loss)
Repurchase of common stock
Capital contribution by
noncontrolling interests
Distribution to redeemable
noncontrolling interests
Balance at June 30, 2014 $ 92 $ 3405 $ 273) $

Non-

Retained  Treasury Shareholders controlling

Earnings Stock Equity  Interests

10,635 $  (1,656) $ 10,942 $ 16
(45) 84 53
(191)

588 588 3)
(100) (100)

(@) -

11,178 $ (1,672) $ 11,290 $ 13

Non-

Retained  Treasury Shareholders controlling

Earnings Stock Equity  Interests

14,136 $  (6,631) $ 10,556 $ 13
(32) 81 62
160

573 573 3)
(414) (414)

5

14,677 $  (6,964) $ 10,937 $ 15

The accompanying Notes to the Consolidated Financial Statements (unaudited) are an integral part of these statements.

Redeemable

Non-

Total controlling

Equity Interests

$ 10958 $ 83
53

(191) 3

585 1)
(100)

2 3

$ 11,303 $ 76

Redeemable

Non-

Total controlling

Equity Interests

$ 10,569 $ 96
62

160 3

570 2
(414)

5 2

@

$ 10952 $ 99
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Cigna Corporation

Consolidated Statements of Changes in Total Equity

Unaudited

For the six months ended June 30,
2015

(In millions)

Balance at January 1, 2015

Effect of issuing stock for employee
benefit plans

Other comprehensive income (loss)
Net income (loss)

Common dividends declared (per
share: $0.04)

Repurchase of common stock
Other transactions impacting
noncontrolling interests

Balance at June 30, 2015

For the six months ended June 30,
2014
(In millions)

Balance at January 1, 2014
Effect of issuing stock for employee
benefit plans

Other comprehensive income
Net income (loss)

Common dividends declared (per
share: $0.04)

Repurchase of common stock
Capital contribution by
noncontrolling interests
Distribution to redeemable
noncontrolling interests

Balance at June 30, 2014

Accumulated
Additional Other
Common  Paid-in Comprehensive
Stock  Capital Loss
$ 74 $ 2769 $ 936) $
69
(189)
3)
$ 74 $§ 283 §$ 1,125) $
Accumulated
Additional Other
Common Paid-in Comprehensive
Stock  Capital Loss
$ 92§ 3356 $ (520) $
49
247
$ 92§ 3405 $ 273) $

Retained
Earnings

10,289 $
(222)
1,121

(10)

11,178 $

Retained
Earnings

13,676 $
(89)
1,101

1

14,677 $

Treasury Shareholders

Stock Equity
(1,422) $ 10,774
268 115
(189)

1,121

(10)

(518) (518)
3

(1,672) $ 11,290
Treasury Shareholders
Stock Equity
(6,037) $ 10,567
130 90
247

1,101

(1)

(1,057) (1,057)
(6,964) $ 10,937

Non-

controlling
Interests

$ 15 %

(6))

3
$ 13 $

Non-

controlling
Interests

$ 14 3

(&)

$ 15 %

Redeemable

Non-

Total controlling

Equity Interests

10,789 $ 90
115

(189) (12)

1,116 (1)
(10)
(518)

- ()

11,303 $ 76

Redeemable

Non-

Total controlling

Equity Interest

10,581 $ 96
90
248

1,096 5
1)
(1,057)

5 2

@

10,952 $ 99

11
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The accompanying Notes to the Consolidated Financial Statements (unaudited) are an integral part of these statements.

12
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Cigna Corporation

Consolidated Statements of Cash Flows

(In millions)
Cash Flows from Operating Activities
Net income

Adjustments to reconcile net income to net cash provided by (used in) operating activities:

Depreciation and amortization

Realized investment gains

Deferred income taxes

Net changes in assets and liabilities, net of non-operating effects:
Premiums, accounts and notes receivable

Reinsurance recoverables

Deferred policy acquisition costs

Other assets

Insurance liabilities

Accounts payable, accrued expenses and other liabilities
Current income taxes

Loss on extinguishment of debt

Other, net

Net cash provided by operating activities

Cash Flows from Investing Activities

Proceeds from investments sold:

Fixed maturities and equity securities

Investment maturities and repayments:

Fixed maturities and equity securities

Commercial mortgage loans

Other sales, maturities and repayments (primarily short-term and other long-term investments)

Investments purchased or originated:

Fixed maturities and equity securities

Commercial mortgage loans

Other (primarily short-term and other long-term investments)
Property and equipment purchases

Acquisitions, net of cash acquired

Other, net

Net cash used in investing activities

Cash Flows from Financing Activities

Deposits and interest credited to contractholder deposit funds
Withdrawals and benefit payments from contractholder deposit funds
Net change in short-term debt

Net proceeds on issuance of long-term debt

Repayment of long-term debt

Repurchase of common stock

Issuance of common stock

Other, net

Net cash used in financing activities

Effect of foreign currency rate changes on cash and cash equivalents
Net increase / (decrease) in cash and cash equivalents

Cash and cash equivalents, January 1,

Cash and cash equivalents, June 30,

Supplemental Disclosure of Cash Information:

Unaudited
Six Months Ended June 30,
2015

1,115

302
94)
®)

(1,007)
(53)
(112)
41
542
216
117
100
(50)
1,109

1,177

691
341
714

(1,813)
(312)
(541)
(246)
(107)

(96)

769
(733)
(10)
894
(938)
(536)
128
(20)
(446)
(18)
549
1,420
1,969

2014
1,101

289
(107)
14

(660)
67
(100)
98)
359
78
100

41
1,002

510

898
214
1,404

(2,583)
(183)
(868)
(236)

12
(832)

790

(758)
(96)

(1,029)
80
(1,007)
(828)

2,795
1,967

13
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Income taxes paid, net of refunds $
Interest paid $

The accompanying Notes to the Consolidated Financial Statements (unaudited) are an integral part of these statements.

519
122

514
132

14
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CIGNA CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (UNAUDITED)

Note 1 Basis of Presentation

The Consolidated Financial Statements include the accounts of Cigna Corporation and its subsidiaries (either individually or collectively

referred to as Cigna, the Company, we, our or us ). Intercompany transactions and accounts have been eliminated in consolidation. These
Consolidated Financial Statements were prepared in conformity with accounting principles generally accepted in the United States of America

( GAAP ). Amounts recorded in the Consolidated Financial Statements necessarily reflect management s estimates and assumptions about

medical costs, investment valuation, interest rates and other factors. Significant estimates are discussed throughout these Notes; however, actual

results could differ from those estimates. The impact of a change in estimate is generally included in earnings in the period of adjustment.

Certain reclassifications have been made to prior year amounts to conform to the current presentation.

These interim Consolidated Financial Statements are unaudited but include all adjustments (including normal recurring adjustments) necessary,
in the opinion of management, for a fair statement of financial position and results of operations for the periods reported. The interim
Consolidated Financial Statements and notes should be read in conjunction with the Consolidated Financial Statements and Notes included in
the Company s 2014 Form 10-K (including the Description of Business on page 66). The preparation of interim Consolidated Financial
Statements necessarily relies heavily on estimates. This and certain other factors, including the seasonal nature of portions of the health care and
related benefits business as well as competitive and other market conditions, call for caution in estimating full year results based on interim
results of operations.

Note 2 Recent Accounting Changes

The Company s 2014 Form 10-K includes discussion of significant recent accounting changes that either have impacted or may impact our
financial statements in the future. The following issuances of, and changes in, accounting pronouncements have occurred since the Company
filed its 2014 Form 10-K.

15
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Disclosures about Short-Duration Insurance Contracts (Accounting Standards Update ( ASU ) 2015-09). In May 2015, the
Financial Accounting Standards Board ( FASB ) issued final guidance to enhance disclosure requirements for
short-duration insurance contracts. The disclosures are aimed at providing more transparent information about an
insurance entity s initial claim estimates and subsequent adjustments to those estimates, methodologies and judgments
in estimating claims, and the timing, frequency and severity of claims. The impact of adoption on the Company is
limited to increased disclosures about short-duration insurance liabilities, primarily including most liabilities of the
Global Health Care and Group Disability and Life segments. The Company plans to adopt the new disclosures, as
required, in its 2016 annual financial statements.

Simplifying the Presentation of Debt Issuance Costs (ASU 2015-03). In April 2015, the FASB issued guidance to simplify the
presentation of debt issuance costs in financial statements. The amendment requires debt issuance costs to be
presented as a direct deduction from the associated debt liability, consistent with the presentation of a debt discount.
In addition, amortization of discount or premium is reported as interest expense. This amendment is effective
beginning January 1, 2016, with early adoption permitted, and shall be applied retrospectively. The Company will
reclassify debt issuance costs from other assets, including other intangibles, to long-term debt in the fourth quarter of
2015. This reclassification is not expected to result in a material change to either of these balance sheet line items.

Revenue from Contracts with Customers (ASU 2014-09). In July 2015, the FASB deferred the effective date of this new
guidance to January 1, 2018.

16
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Note 3 Earnings Per Share ( EPS )

Basic and diluted earnings per share were computed as follows:

(Shares in thousands, dollars in millions, except per share amounts)
Three Months Ended June 30,

2015

Shareholders net income

Shares:

Weighted average

Common stock equivalents

Total shares

EPS

2014

Shareholders net income
Shares:

Weighted average
Common stock equivalents
Total shares

EPS

(Shares in thousands, dollars in millions, except per share amounts)
Six Months Ended June 30,

2015

Shareholders net income

Shares:

Weighted average

Common stock equivalents

Total shares

EPS

2014

Shareholders net income
Shares:

Weighted average
Common stock equivalents
Total shares

EPS

Basic

588
255,730
255,730

2.30

573

265,377

265,377
2.16

Basic

1,121
256,215
256,215

4.38

1,101

267,665

267,665
4.11

Diluted

588

255,730
4,367
260,097
2.26

573

265,377
4,544
269,921
2.12

Diluted

1,121

256,215
4,453
260,668
4.30

1,101

267,665
4,516
272,181
4.05

The following outstanding employee stock options were not included in the computation of diluted earnings per share for the three months and

six months ended June 30, 2015 and 2014 because their effect was anti-dilutive.

(In millions)

Three Months Ended

2014

Six Months Ended

2014

17
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Anti-dilutive options - 2.0 0.7 2.0

The Company held 38,694,585 shares of common stock in Treasury as of June 30, 2015, and 101,424,330 shares as of June 30, 2014. In the
fourth quarter of 2014, the Company retired 70 million shares of treasury stock.

18
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Note 4 GlobaHealth Care Medical Costs Payable

Medical costs payable for the Global Health Care segment reflects estimates of the ultimate cost of claims that have been incurred but not yet
reported, those that have been reported but not yet paid (reported claims in process), and other medical care expenses and services payable that
are primarily comprised of accruals for incentives and other amounts payable to health care professionals and facilities, as follows:

June 30, December 31,
(In millions) 2015 2014
Incurred but not yet reported $ 1,862 $ 1,777
Reported claims in process 431 288
Physician incentives and other medical care expenses and services payable 139 115
Medical costs payable $ 2,432 $ 2,180

Activity in medical costs payable was as follows:

For the period ended

June 30, December 31,
(In millions) 2015 2014
Balance at January 1, $ 2,180 $ 2,050
Less: Reinsurance and other amounts recoverable 252 194
I . -

|

Current year 9,363 16,853
Prior years (182) (159)
Total incurred 9,181 16,694
Paid costs related to:
Current year 7,394 14,966
Prior years 1,513 1,656
Total paid 8,907 16,622
Ending Balance, net 2,202 1,928
Add: Reinsurance and other amounts recoverable 230 252
Ending Balance $ 2,432 $ 2,180

Reinsurance and other amounts recoverable includes amounts due from reinsurers and policyholders to cover incurred but not reported and
pending claims for minimum premium products and certain administrative services only business where the right of offset does not exist. See
Note 5 for additional information on reinsurance. For the six months ended June 30, 2015, actual experience differed from the Company s key
assumptions resulting in favorable incurred costs related to prior years medical costs payable of $182 million, or 1.1% of the current year
incurred costs as reported for the year ended December 31, 2014. Actual completion factors accounted for $49 million, or 0.3% of the
favorability, actual medical cost trend resulted in $100 million, or 0.6%, and the remaining $33 million, or 0.2%, was primarily related to a
change in 2014 reinsurance reimbursements under Health Care Reform.

For the year ended December 31, 2014, actual experience differed from the Company s key assumptions, resulting in favorable incurred costs
related to prior years medical costs payable of $159 million, or 1.0% of the current year incurred costs as reported for the year ended
December 31, 2013. Actual completion factors accounted for $61 million, or 0.4% of favorability, while actual medical cost trend resulted in the

19
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remaining $98 million, or 0.6%.

The impact of prior year development on shareholders net income was $44 million for the six months ended June 30, 2015 compared with $46
million for the six months ended June 30, 2014. The favorable effect of prior year development for both years primarily reflects low utilization
of medical services. The change in the amount of the incurred costs related to prior years in the medical costs payable liability does not directly
correspond to an increase or decrease in the Company s shareholders net income recognized for the following reasons:

20
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First, the Company consistently recognizes the actuarial best estimate of the ultimate liability within a level of confidence, as required by
actuarial standards of practice that require the liabilities be adequate under moderately adverse conditions. As the Company establishes the
liability for each incurral year, the Company ensures that its assumptions appropriately consider moderately adverse conditions. When a portion
of the development relates to a release of the prior year s provision for moderately adverse conditions, the Company does not consider that
amount as impacting shareholders net income to the extent that it is offset by an increase determined appropriate to address moderately adverse
conditions for the current year incurred claims.

Second, as a result of the medical loss ratio ( MLR ) and risk mitigation provisions of Health Care Reform, changes in medical cost estimates due
to prior year development may be offset by a change in accruals related to Health Care Reform.

Third, changes in reserves for the Company s retrospectively experience-rated business for accounts in surplus are generally offset by a change in
the payment due to the policyholder (see page 3 of the Company s 2014 Form 10-K).

The determination of liabilities for the Global Health Care medical costs payable requires the Company to make critical accounting estimates.
See Note 2(N) to the Consolidated Financial Statements in the Company s 2014 Form 10-K.

Note 5 Reinsurance

The Company s insurance subsidiaries enter into agreements with other insurance companies to assume and cede reinsurance. Reinsurance is
ceded primarily to limit losses from large exposures and to permit recovery of a portion of direct or assumed losses. Reinsurance is also used in
acquisition and disposition transactions when the underwriting company is not being acquired. Reinsurance does not relieve the originating
insurer of liability. The Company regularly evaluates the financial condition of its reinsurers and monitors its concentrations of credit risk.

Effective Exit of GMDB and GMIB Business

In 2013, the Company entered into an agreement with Berkshire Hathaway Life Insurance Company of Nebraska ( Berkshire ) to effectively exit
the guaranteed minimum death benefit ( GMDB ) and guaranteed minimum income benefit ( GMIB ) businesses via a reinsurance transaction.
Berkshire reinsured 100% of the Company s future claim payments in these businesses, net of other reinsurance arrangements existing at that
time. The Berkshire reinsurance agreement is subject to an overall limit with approximately $3.6 billion remaining.

Because this effective exit was accomplished via a reinsurance contract, the amounts related to the reinsured GMDB and GMIB contracts cannot
be netted, so the gross assets and liabilities must continue to be measured and reported. The following disclosures provide further context to the
methods and assumptions used to determine GMDB assets and liabilities.

21
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The Company estimates this liability with an internal model based on the Company s experience and future expectations over an extended period,
consistent with the long-term nature of this product. Because the product is premium deficient, the Company records increases to the reserve if

it is inadequate based on the model. As a result of the reinsurance transaction, reserve increases have a corresponding increase in the recorded
reinsurance recoverable, provided the increased recoverable remains within the overall Berkshire limit (including the GMIB assets).

10
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Activity in the future policy benefit reserve for the GMDB business was as follows:

For the period ended

June 30, December 31,
(In millions) 2015 2014
Balance at January 1 $ 1,270 $ 1,396
Add: Unpaid claims 16 18
Less: Reinsurance and other amounts recoverable 1,186 1,317
Balance at January 1, net 100 97
Add: Incurred benefits 1 3
Less: Paid benefits (1) -
Ending balance, net 102 100
Less: Unpaid claims 16 16
Add: Reinsurance and other amounts recoverable 1,143 1,186
Ending balance $ 1,229 $ 1,270

Benefits paid and incurred are net of ceded amounts. The ending net retained reserve is to cover ongoing administrative expenses, as well as the
few claims retained by the Company.

The death benefit coverage in force for GMDB contracts assumed by the Company was $2.7 billion as of June 30, 2015 and $2.8 billion as of
December 31, 2014 assuming no reinsurance. The death benefit coverage in force is the amount the Company would have to pay if all contract
holders (approximately 338,000 as of June 30, 2015 and 354,000 as of December 31, 2014) died as of the specified date. The Company should
be reimbursed in full for these payments unless the Berkshire reinsurance limit is exceeded. The aggregate value of the underlying mutual fund
investments for these GMDB contracts was $12.4 billion as of June 30, 2015 and $13.1 billion as of December 31, 2014.

Effects of Reinsurance

In the Company s Consolidated Statements of Income, premiums were reported net of amounts ceded to reinsurers and Global Health Care
medical costs and other benefit expenses were reported net of reinsurance recoveries in the following amounts:

Three Months Ended Six Months Ended
June 30, June 30,

(In millions) 2015 2014 2015 2014
Ceded premiums

Individual life insurance and annuity business sold $ 42 $ 44 $ 83 $ 89
Other 104 84 193 180
Total $ 146 $ 128 $ 276 $ 269
Reinsurance recoveries

Individual life insurance and annuity business sold $ 61 $ 69 $ 147 $ 168
Other 127 88 200 170
Total $ 188 $ 157 $ 347 $ 338
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Reinsurance Recoverables

Components of the Company s reinsurance recoverables are presented below:

(In millions)

Edgar Filing: CIGNA CORP - Form 10-Q

June 30, December 31, Collateral and Other Terms
Line of Business Reinsurer(s) 2015 2014 at June 30, 2015
iGMDB [Berkshire | 1,105 | 1,147] 1100% secured by assets in a trust.
Other 38 39| [99% secured by assets in a trust or letter of
credit.
Individual Life and Annuity | |[Lincoln National Life 3,748 3,817| |Both companies ratings are sufficient to avoid
(sold in 1998) and Lincoln triggering a contractual obligation to fully
ILife & Annuity of New secure the outstanding balance.
Y ork
[Retirement Benefits Business | [Prudential Retirement 1,050 1,092| |100% secured by assets in a trust.
(sold in 2004) Insurance and Annuity
Supplemental Benefits Great American Life 326 336| |100% secured by assets in a trust.
Business (2012 acquisition)
(Global Health Care, Global | [Various 667 561| |Recoverables from approximately 80
Supplemental Benefits, reinsurers, including the U.S. Government,
Group Disability and Life used in the ordinary course of business.
Balances range from less than $1 million up to
$277 million, with 9% secured by assets in
trusts or letters of credit.
Other run-off reinsurance [Various 87 88| |99% of this balance is secured by assets in
trusts.
Total reinsurance
recoverables 7,021 7,080

Over 90% of the Company s reinsurance recoverables were from companies that are rated A or higher by Standard & Poor s at June 30, 2015.
The Company reviews its reinsurance arrangements and establishes reserves against the recoverables if recovery is not considered probable. As
of June 30, 2015, the Company s recoverables were net of a reserve of $4 million. The Company bears the risk of loss if its reinsurers and

retrocessionaires do not meet or are unable to meet their reinsurance obligations to the Company.

Note 6 Organizational Efficiency Plan
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The Company is regularly evaluating ways to deliver its products and services more efficiently and at a lower cost. During the fourth quarter of
2013, the Company committed to a plan to increase its organizational efficiency and reduce costs through a series of actions that includes
employee headcount reductions. As a result, the Company recognized charges in other operating expenses of $60 million pre-tax ($40 million
after-tax) in the fourth quarter of 2013, primarily for severance costs. As of June 30, 2015, the remaining balance is $15 million.
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Note 7 Fair Value Measurements

The Company carries certain financial instruments at fair value in the financial statements including fixed maturities, equity securities,
short-term investments and derivatives. Other financial instruments are measured at fair value under certain conditions, such as when impaired.

Fair value is defined as the price at which an asset could be exchanged in an orderly transaction between market participants at the balance sheet
date. A liability s fair value is defined as the amount that would be paid to transfer the liability to a market participant, not the amount that would
be paid to settle the liability with the creditor.

The Company s financial assets and liabilities carried at fair value have been classified based upon a hierarchy defined by GAAP. The hierarchy
gives the highest ranking to fair values determined using unadjusted quoted prices in active markets for identical assets and liabilities (Level 1)
and the lowest ranking to fair values determined using methodologies and models with unobservable inputs (Level 3). An asset s or a liability s
classification is based on the lowest level of input that is significant to its measurement. For example, a financial asset or liability carried at fair
value would be classified in Level 3 if unobservable inputs were significant to the instrument s fair value, even though the measurement may be
derived using inputs that are both observable (Levels 1 and 2) and unobservable (Level 3).

The Company estimates fair values using prices from third parties or internal pricing methods. Fair value estimates received from third-party
pricing services are based on reported trade activity and quoted market prices when available, and other market information that a market
participant may use to estimate fair value. The internal pricing methods are performed by the Company s investment professionals and generally
involve using discounted cash flow analyses, incorporating current market inputs for similar financial instruments with comparable terms and
credit quality, as well as other qualitative factors. In instances where there is little or no market activity for the same or similar instruments, fair
value is estimated using methods, models and assumptions that the Company believes a hypothetical market participant would use to determine

a current transaction price. These valuation techniques involve some level of estimation and judgment that becomes significant with

increasingly complex instruments or pricing models.

The Company is responsible for determining fair value, as well as the appropriate level within the fair value hierarchy, based on the significance
of unobservable inputs. The Company reviews methodologies, processes and controls of third-party pricing services and compares prices on a
test basis to those obtained from other external pricing sources or internal estimates. The Company performs ongoing analyses of both prices
received from third-party pricing services and those developed internally to determine that they represent appropriate estimates of fair value.

The controls completed by the Company and third-party pricing services include reviewing to ensure that prices do not become stale and
whether changes from prior valuations are reasonable or require additional review. The Company also performs sample testing of sales values to
confirm the accuracy of prior fair value estimates. Exceptions identified during these processes indicate that adjustments to prices are infrequent
and do not significantly impact valuations.
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Financial Assets and Financial Liabilities Carried at Fair Value

The following tables provide information as of June 30, 2015 and December 31, 2014 about the Company s financial assets and liabilities carried
at fair value. Separate account assets that are also recorded at fair value on the Company s Consolidated Balance Sheets are reported separately
under the heading Separate account assets as gains and losses related to these assets generally accrue directly to policyholders.

Quoted Prices in Significant

Active Markets for Significant Other Unobservable
June 30, 2015 Identical Assets Observable Inputs Inputs
(In millions) (Level 1) (Level 2) (Level 3) Total
Financial assets at fair value:
Fixed maturities:
Federal government and agency $ 249 $ 580 $ - $ 829
State and local government - 1,771 - 1,771
Foreign government - 1,953 4 1,957
Corporate - 13,144 292 13,436
Mortgage-backed - 56 1 57
Other asset-backed - 204 315 519
Total fixed maturities (1) 249 17,708 612 18,569
Equity securities 33 102 54 189
Subtotal 282 17,810 666 18,758
Short-term investments - 97 - 97
GMIB assets (2) - - 867 867
Other derivative assets (3) - 12 - 12
Total financial assets at fair value, excluding separate
accounts $ 282 $ 17,919 $ 1,533 $ 19,734
Financial liabilities at fair value:
GMIB liabilities $ = $ = $ 841 $ 841
Total financial liabilities at fair value $ - $ - $ 841 $ 841

(1) Fixed maturities included $558 million of net appreciation required to adjust future policy benefits for the run-off settlement annuity business including $32
million of appreciation for securities classified in Level 3. See Note 8 for additional information.

(2) The GMIB assets represent retrocessional contracts in place from three external reinsurers that cover the exposures on these contracts.

(3) Other derivative assets included $12 million of interest rate and foreign currency swaps qualifying as cash flow hedges. See Note 9 for additional
information.
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Quoted Prices in

December 31, 2014

(In millions)

Financial assets at fair value:
Fixed maturities:

Federal government and agency
State and local government
Foreign government

Corporate

Mortgage-backed

Other asset-backed

Total fixed maturities (1)
Equity securities
Subtotal

Short-term investments
GMIB assets (2)

Other derivative assets (3)

Total financial assets at fair value, excluding separate accounts
Financial liabilities at fair value:

GMIB liabilities

Other derivative liabilities (3)

Active Markets for
Identical Assets
(Level 1)

$ 290

290

61

351

$ 351

$ -

$ -

Total financial liabilities at fair value

Significant Other
Observable Inputs
(Level 2)

$ 664
1,856

1,936

13,105

84

234

17,879
85
17,964
163

Significant
Unobservable
Inputs

(Level 3)

393

416

814
43
857

953

$ 1,810

$ 929

$ 929

$

$

$

Total

954
1,856
1,940

13,498

650

18,983
189
19,172
163

953

20,294

929

930

(1) Fixed maturities included $756 million of net appreciation required to adjust future policy benefits for the run-off settlement annuity business including $65
million of appreciation for securities classified in Level 3. See Note 8 for additional information.

(2) The GMIB assets represented retrocessional contracts in place from three external reinsurers that cover the exposures on these contracts.

(3) Other derivative assets included $5 million of interest rate and foreign currency swaps qualifying as cash flow hedges and $1 million of interest rate swaps
qualifying as fair value hedges. Other derivative liabilities reflected interest rate and foreign currency swaps qualifying as cash flow hedges. See Note 9

for additional information.

Level 1 Financial Assets

Inputs for instruments classified in Level 1 include unadjusted quoted prices for identical assets in active markets accessible at the measurement
date. Active markets provide pricing data for trades occurring at least weekly and include exchanges and dealer markets.

Assets in Level 1 include actively-traded U.S. government bonds and exchange-listed equity securities. Given the narrow definition of Level 1
and the Company s investment asset strategy to maximize investment returns, a relatively small portion of the Company s investment assets are

classified in this category.

Level 2 Financial Assets and Financial Liabilities

Inputs for instruments classified in Level 2 include quoted prices for similar assets or liabilities in active markets, quoted prices from those

willing to trade in markets that are not active, or other inputs that are market observable or can be corroborated by market data for the term of the
instrument. Such other inputs include market interest rates and volatilities, spreads and yield curves. An instrument is classified in Level 2 if

the Company determines that unobservable inputs are insignificant.
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Fixed maturities and equity securities. Approximately 95% of the Company s investments in fixed maturities and equity
securities are classified in Level 2 including most public and private corporate debt and equity securities, federal
agency and municipal bonds, non-government mortgage-backed securities and preferred stocks. Because many fixed
maturities do not trade daily, third-party pricing services and internal methods often use recent trades of securities
with similar features and characteristics. When recent trades are not available, pricing models are used to determine
these prices. These models calculate fair values by discounting future cash flows at estimated market interest rates.
Such market rates are derived by calculating the appropriate spreads over comparable U.S. Treasury securities, based
on the credit quality, industry and structure of the asset. Typical inputs and assumptions to pricing models include,
but are not limited to, a combination of benchmark yields, reported trades, issuer spreads, liquidity, benchmark
securities, bids, offers, reference data, and industry and economic events. For mortgage-backed securities, inputs and
assumptions may also include characteristics of the issuer, collateral attributes, prepayment speeds and credit rating.
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Nearly all of these instruments are valued using recent trades or pricing models. Less than 1% of the fair value of investments classified in
Level 2 represents foreign bonds that are valued using a single unadjusted market-observable input derived by averaging multiple broker-dealer
quotes, consistent with local market practice.

Short-term investments are carried at fair value which approximates cost. On a regular basis, the Company compares
market prices for these securities to recorded amounts to validate that current carrying amounts approximate exit
prices. The short-term nature of the investments and corroboration of the reported amounts over the holding period
support their classification in Level 2.

Other derivatives classified in Level 2 represent over-the-counter instruments such as interest rate and foreign currency
swap contracts. Fair values for these instruments are determined using market observable inputs including forward
currency and interest rate curves and widely published market observable indices. Credit risk related to the
counterparty and the Company is considered when estimating the fair values of these derivatives. However, the
Company is largely protected by collateral arrangements with counterparties, and determined that no adjustment for
credit risk was required as of June 30, 2015 or December 31, 2014. Level 2 also includes exchange-traded interest
rate swap contracts. Credit risk related to the clearinghouse counterparty and the Company is considered minimal
when estimating the fair values of these derivatives because of upfront margin deposits and daily settlement
requirements. The nature and use of these other derivatives are described in Note 9.

Level 3 Financial Assets and Financial Liabilities

Certain inputs for instruments classified in Level 3 are unobservable (supported by little or no market activity) and significant to their resulting
fair value measurement. Unobservable inputs reflect the Company s best estimate of what hypothetical market participants would use to
determine a transaction price for the asset or liability at the reporting date.

The Company classifies certain newly issued, privately-placed, complex or illiquid securities, as well as assets and liabilities relating to GMIB,
in Level 3. Approximately 4% of fixed maturities and equity securities are priced using significant unobservable inputs and classified in this
category.

Fair values of other asset and mortgage-backed securities, corporate and government fixed maturities are primarily determined using pricing
models that incorporate the specific characteristics of each asset and related assumptions including the investment type and structure, credit
quality, industry and maturity date in comparison to current market indices, spreads and liquidity of assets with similar characteristics. For other
asset and mortgage-backed securities, inputs and assumptions for pricing may also include collateral attributes and prepayment speeds. Recent
trades in the subject security or similar securities are assessed when available, and the Company may also review published research, as well as
the issuer s financial statements, in its evaluation.
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The following tables summarize the fair value and significant unobservable inputs used in pricing Level 3 securities that were developed directly
by the Company as of June 30, 2015 and December 31, 2014. The range and weighted average basis point amounts ( bps ) for fixed maturity
spreads (adjustment to discount rates) and price-to-earnings multiples for equity investments reflect the Company s best estimates of the
unobservable adjustments a market participant would make to calculate the fair values.

Other asset and mortgage-backed securities. The significant unobservable inputs used to value the following other asset and
mortgage-backed securities are liquidity and weighting of credit spreads. When there is limited trading activity for the
security, an adjustment for liquidity is made as of the measurement date that considers current market conditions,
issuer circumstances and complexity of the security structure. An adjustment to weight credit spreads is needed to
value a more complex bond structure with multiple underlying collateral and no standard market valuation technique.
The weighting of credit spreads is primarily based on the underlying collateral s characteristics and their proportional
cash flows supporting the bond obligations. The resulting wide range of unobservable adjustments in the table below
is due to the varying liquidity and quality of the underlying collateral, ranging from high credit quality to below
investment grade.

Corporate and government fixed maturities. The significant unobservable input used to value the following corporate and
government fixed maturities is an adjustment for liquidity. When there is limited trading activity for the security, an
adjustment is needed to reflect current market conditions and issuer circumstances.

Equity securities. The significant unobservable input used to value the following equity securities is a multiple of
earnings before interest, taxes, depreciation and amortization ( EBITDA ). These securities are comprised of private
equity investments with limited trading activity and therefore a ratio of EBITDA is used to estimate value based on
company circumstances and relative risk characteristics.
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Unobservable

As of June 30, 2015 Unobservable Adjustment
(Fair value in millions ) Fair Value Input Range (Weighted Average)
Fixed maturities:
Other asset and mortgage-backed securities $ 315 Liquidity 60 - 390 (170) bps

Weighting of credit spreads 160 - 1,910 (280) bps
Corporate and government fixed maturities 250 Liquidity 70 -930 (260) bps
Total fixed maturities 565
Equity securities 54 Price-to-earnings multiples 4.2-9.8(7.9)
Subtotal 619
Pricing exemption securities(1) 47
Total Level 3 securities $ 666

(1) The fair values for these securities use single, unadjusted non-binding broker quotes not developed directly by the Company.

Unobservable

As of December 31, 2014 Unobservable Adjustment
(Fair value in millions ) Fair Value Input Range (Weighted Average)
Fixed maturities:
Other asset and mortgage-backed securities $ 417 Liquidity 60 - 370 (140) bps

Weighting of credit spreads 160 - 2,560 (290) bps
Corporate and government fixed maturities 344 Liquidity 80 - 930 (262) bps
Total fixed maturities 761
Equity securities 43 Price-to-earnings multiples 4.2-9.8(8.1)
Subtotal 804
Pricing exemption securities(1) 53
Total Level 3 securities $ 857

(1) The fair values for these securities use single, unadjusted non-binding broker quotes not developed directly by the Company.

Significant increases in fixed maturity spreads would result in a lower fair value measurement while decreases in these inputs would result in a
higher fair value measurement. Significant decreases in equity price-to-earnings multiples would result in a lower fair value measurement while
increases in these inputs would result in a higher fair value measurement. Generally, the unobservable inputs are not interrelated and a change in
the assumption used for one unobservable input is not accompanied by a change in the other unobservable input. See the preceding discussion
regarding the Company s valuation processes and controls.

GMIB contracts. As discussed in Note 5, the Company effectively exited the GMIB business in 2013. Although these
GMIB assets and liabilities must continue to be reported as derivatives at fair value, the only assumption that is
expected to impact future shareholders net income is the risk of non-performance. This assumption reflects a market
participant s view of (a) the risk of the Company not f