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Cigna Corporation, incorporated in the State of Delaware in 1981, is a holding company and is not an insurance company. Its subsidiaries conduct various businesses, that are described in this AnnualReport on Form 10‐K for the fiscal year ended December 31, 2011 (“Form 10‐K”).  As used in this document, “Cigna” and the “Company” may refer to Cigna Corporation itself,  one or more of itssubsidiaries, or Cigna Corporation and its consolidated subsidiaries.Cigna is a global health services organization with insurance subsidiaries that are major providers of medical, dental, disability, life and accident insurance and related products and services. In the U.S.,the majority of these products and services are offered through employers and other groups (e.g. unions and associations) and, in selected international markets, Cigna offers supplemental health, lifeand accident insurance products and international health care coverage and services to businesses, governmental and non‐governmental organizations and individuals.  In addition to its ongoingoperations described above, the Company also has certain run‐off operations, including a Run‐off Reinsurance segment.Cigna had consolidated shareholders’ equity of $8.3 billion and assets of $51.0 billion as of December 31, 2011, and revenues of $22.0 billion for the year then ended.Cigna’s revenues are derived principally from premiums, fees, mail order pharmacy, other revenues and investment income. The financial results of Cigna’s businesses are reported in the followingsegments:• Health Care;• Disability and Life;• International;• Run‐off Reinsurance; and• Other Operations, including Corporate‐owned Life Insurance.
Cigna’s annual, quarterly and current reports, proxy statements and other filings, and any amendments to these filings, are made available free of charge on its website (http://www.cigna.com, underthe “Investors—Quarterly Reports and SEC Filings” captions) as soon as reasonably practicable after the Company electronically files these materials with, or furnishes them to, the Securities andExchange Commission (the “SEC”). The Company uses its website as a channel of distribution for material company information. Important information, including news releases, analyst presentationsand financial information regarding Cigna is routinely posted on and accessible at www.cigna.com. See “Code of Ethics and Other Corporate Governance Disclosures” in Part III, Item 11 beginning onpage 169 of this Form 10‐K for additional available information.

The financial information included herein is in conformity with accounting principles generally accepted in the United States of America (“GAAP”), unless otherwise indicated. Certain reclassificationshave been made to prior years’ financial information to conform to the 2011 presentation.  Industry rankings and percentages set forth herein are for the year ended December 31,  2011, unlessotherwise indicated. Unless otherwise noted, statements set forth in this document concerning Cigna’s rank or position in an industry or particular line of business have been developed internally,based on publicly available information.Financial data for each of Cigna’s business segments is set forth in Note 22 to the Consolidated Financial Statements beginning on page 156 of this Form 10‐K.
CIGNA CORPORATION – 2011 Form 10-K – 1
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Cigna’s mission is to improve the health, well‐being and sense of security of the individuals it serves around the world. Key to our mission and strategy is our customer‐centric approach; we seek toengage our U.S.‐based and global customers in maintaining and improving their health,  well‐being and sense of security by offering effective,  easy‐to‐understand insurance,  health and wellnessproducts and programs that meet their unique individual needs. We do this by providing access to relevant information to ensure informed buying decisions, partnering with physicians and careproviders in the U.S. and around the world, and delivering a highly personalized customer experience. This approach aims to deliver high quality care at lower costs for each of our stakeholders:individuals, employers and government payors.Cigna’s long‐term growth strategy is based on: (1) repositioning the portfolio for growth in targeted geographies, product lines, buying segments and distribution channels; (2) improving its strategicand financial flexibility; and (3) pursuing additional opportunities in high‐growth markets with particular focus on individuals.Our mission is carried out through our enterprise growth strategy, which has the following three tenets:• GO DEEP: Cigna seeks to drive scale by increasing presence and brand strength in key geographic areas, growing in targeted segments or capabilities, and deepening its relationships with currentcustomers.• GO GLOBAL: Cigna delivers a range of differentiated products and superior service to meet the distinct needs of a growing global middle class and a globally mobile workforce through expansion inexisting international markets as well as extension of the Company’s business model to new geographic areas.• GO INDIVIDUAL: Cigna strives to establish a deep understanding of its customers’ unique needs and to be a highly customer‐centric organization through simplifying the buying process by providingchoice, transparency of information, and a personalized customer experience. The Company’s goal is to build long‐term relationships with each of the individuals it serves and meet their needsthroughout the stages of their lives.Cigna is also focused on improving its strategic and financial flexibility by driving further cost reductions in its Health Care operating expenses, improving its medical cost competiveness in targetedmarkets and effectively managing balance sheet exposures. For further discussion of the Company’s actions to manage its balance sheet exposures, see the section on “Run‐off Operations” in theIntroduction section of Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) beginning on page 48.Key to the Company’s strategy is effectively deploying capital in pursuing additional opportunities in high‐growth markets. Consistent with this objective, Cigna achieved a significant milestone with theacquisition of HealthSpring, Inc. in January 2012. HealthSpring, a leading provider of medical benefits to the 65+ population through the Medicare Advantage program, strengthens Cigna’s ability toserve individuals across their life stages as well as deepens Cigna’s presence in a number of geographic markets. The addition of HealthSpring brings industry leading physician partnership capabilitiesand creates the opportunity to deepen Cigna’s existing client and customer relationships, as well as facilitates a broader deployment of Cigna’s range of health and wellness capabilities and productofferings.
CIGNA CORPORATION – 2011 Form 10-K – 2
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In each of Cigna’s ongoing businesses, the Company strives to differentiate itself in the marketplace and provide sustained value to its customers, as more fully described below:
Health Care Segment: In the National market segment (consisting of companies with 5,000 or more employees),  Cigna focuses on large employers that value the Company’s wellness programs,integrated clinical approach and national network of health care providers. In the Middle Market segment (companies with over 250 and less than 5,000 employees), Cigna focuses on clients that valuethe Company’s integrated product suite,  broad range of funding options, and competitive medical costs.  In the Select market segment (companies with over 50 and under 250 employees),  Cignafeatures unique self‐funded plan options and competitive product offerings. Cigna is also pursuing continued growth in the Individual segment. An important part of the Company’s growth strategy is toidentify and capitalize on opportunities for growth that extend Cigna’s reach, particularly in the Seniors and Individual markets. Cigna’s acquisition of HealthSpring in January 2012 (described above) isan example of the execution of this strategy.
Disability and Life Segment: Cigna focuses on returning employees to work quickly, resulting in a better quality of life for employees and higher productivity and lower cost for employers. Cigna seeksgrowth in this business with the Company’s market‐leading return‐to‐work program, which is  based on early outreach and engagement,  a full  suite of clinical and return‐to‐work resources,  andspecialized case management services  tailored to  individual  situations.  Cigna’s  value‐based products  are  aligned with employers’  growing recognition of the  link between employee health andproductivity/profitability. Along with these products, Cigna’s consultative selling approach brings solutions to clients and builds long‐term relationships.
International Segment: Cigna continues to expand its supplemental health, life and accident and global health benefits businesses in existing markets, including South Korea and China. Where theopportunity to bring the Company’s product and health solutions to new markets is attractive, Cigna enters new markets. In 2011, Cigna entered the new market of Turkey and signed an agreement toestablish a health joint venture in India. Additionally, the 2010 acquisition of Vanbreda International significantly expanded the Company’s presence in the global health benefits market, while the 2011acquisition of FirstAssist in the U.K. added a travel accident insurance product line and expanded the Company’s distribution channels.

CIGNA CORPORATION – 2011 Form 10-K – 3
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Cigna’s Health Care segment (“Cigna HealthCare”) offers insured and self‐insured medical, dental, behavioral health, vision, and prescription drug benefit plans, health advocacy programs and otherproducts and services that may be integrated to provide comprehensive health care benefit programs. Cigna HealthCare companies offer these products and services in all 50 states, the District ofColumbia and the U.S. Virgin Islands.Cigna HealthCare believes the most sustainable approach to enhancing quality and managing health care costs is to fully engage customers in the decisions that affect their health and the health careservices they receive. Accordingly, to assist customers in making informed choices about health care for themselves and their families, Cigna HealthCare provides personalized, actionable informationabout health and advocacy programs as well as about the cost and quality of health care services.Underlying Cigna HealthCare’s operations is a foundation of clinical expertise and the ability to provide holistic, personal service. Cigna HealthCare’s strengths include its ability to:• combine medical and specialty product offerings to achieve a more integrated approach to customers’ health and promote consistent care management;• provide predictive modeling and other analytical tools to assist in providing targeted information for those customers with the greatest health and lifestyle risks;• leverage Cigna’s investment in care management technology (HealthEviewSM) to create personalized care plans that adapt to each customer’s preferences and individual health goals so that they canmake healthier lifestyle and health choices; and• collaborate with health care professionals through accountable care organizations with the objective of improving the quality of care and service experience for customers while lowering costs andimproving overall value.
Cigna offers a variety of products and services to employers and other groups that sponsor group health plans. With the exception of Health Maintenance Organization (“HMO”), Medicare, Voluntaryand stop loss products, each of Cigna HealthCare’s products is offered with alternative funding options (described below). Cigna may sell multiple products under the same funding arrangement to thesame employer. Approximately 85% of the Company’s medical customers are enrolled in self‐insured plans, with the remainder split relatively evenly between guaranteed cost and experience‐ratedinsured plans.  Approximately 90% of our medical  customers  are  enrolled in self‐insured and experience‐rated plans,  where lower medical  costs  directly benefit our corporate clients  and theiremployees.Cigna also offers guaranteed cost medical and dental insurance to individuals; see the “markets and distribution” section for additional information about the Company’s offerings in the individual andfamily market segment.In January 2012, Cigna acquired HealthSpring, Inc. (“HealthSpring”), which is one of the largest Medicare Advantage providers in the U.S. HealthSpring offers Medicare‐eligible beneficiaries health carebenefits, including prescription drugs, through managed care health plans. HealthSpring also operates a national stand‐alone prescription drug plan in accordance with Medicare Part D.
Commercial MedicalCigna HealthCare provides a wide array of products and services to meet the needs of employers, other sponsors of health benefit plans and their plan participants (i.e., employees/customers and theireligible dependents), and individuals, including:
Network, Network Open Access and Open Access Plus PlansCigna HealthCare offers a product line of indemnity managed care benefit plans on an insured (guaranteed cost or experience‐rated) or self‐insured basis. Premiums for insurance policies written on aguaranteed cost or experience‐rated basis are reported in the appropriate premium category in the revenue table included in the Health Care section of the MD&A beginning on page 62 of thisForm 10‐K. For self‐insured plans, where a majority of the Company’s customers are enrolled, revenues consist of administrative fees and are included in fees in the revenue table.
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These plans use meaningful coinsurance differences to encourage the use of “in‐network” versus “out‐of‐network” health care providers. They also encourage the use of and give customers the optionto select a primary care physician and use a national provider network, which is somewhat smaller than the national network used with the preferred provider (“PPO”) plan product line. The Network,Network Open Access, and Open Access Plus In‐Network products cover only those services provided by Cigna HealthCare participating health care professionals (“in‐network”) and emergency servicesprovided by non‐participating health care professionals (“out‐of‐network”). The Network point of service (“POS”), Network POS Open Access and Open Access Plus plans (“OAP”) cover health careservices provided by participating, and non‐participating health care professionals, but the customers’ cost‐sharing obligation is generally greater for out‐of‐network care.
Preferred Provider PlansCigna HealthCare also offers a PPO product line that features a national network with even broader access than the Network and Open Access Plans with a somewhat higher medical cost, no option todesignate a primary care physician, and in‐network and out‐of‐network coverage with greater member cost‐sharing for out‐of‐network services. Like Network and Open Access Plus Plans, the PPOproduct line is offered on an insured (guaranteed cost or experience‐rated) or self‐insured basis, with a majority of the customers being in self‐insured plans.
Health Maintenance OrganizationsIn most states, Commercial and Medicare HMOs are required by law to provide coverage for all basic health services and plans may only be offered on a guaranteed cost basis. They use various tools tofacilitate the appropriate use of health care services through employed and/or contracted health care professionals. HMOs control unit costs by negotiating rates of reimbursement with health careprofessionals and facilities and by requiring advanced authorization for coverage of certain treatments. Cigna HealthCare offers HMO plans that require customers to obtain all non‐emergency servicesfrom participating health care professionals as well as POS HMO plans that provide some level of coverage for out‐of‐network care from non‐participating health care professionals and facilities. Theout‐of‐network coverage is generally provided through separate insurance coverage that is sold with the HMO benefits.
Choice Fund® suite of Consumer-Driven ProductsIn connection with many of the products described above, Cigna HealthCare offers the Cigna Choice Fund suite of consumer‐driven products, including Health Reimbursement Accounts (“HRA”), Health
Savings Accounts  (“HSA”)  and Flexible Spending Accounts  (“FSA”).  These  plans  are designed to  shift  employee thinking and behaviors  without the need to  shift cost by motivating employees  tounderstand and manage their health and health benefits.• Cigna’s Choice Fund HRA covers employees through an account funded by employer contributions. Within the HRA, employers can choose from innovative plan design options, including self‐fundingand fully‐insured. HRA dollars can be rolled over from year to year at the plan sponsors’ discretion. The HRA is often combined with a high deductible plan.• HSA plans allow plan sponsors to choose from a variety of benefit plan designs and funding options. They combine a federally qualified high deductible health plan with a tax‐advantaged savingsaccount that offers mutual fund investment options. Funds in an HSA can be used to pay the deductible and other IRS approved health care expenses. The health savings account is portable and fundsroll over from year to year.• An FSA allows customers to pay for IRS approved health care expenses with pre‐tax employee contributions. Unused funds in an FSA cannot be rolled over from year to year; they are forfeited by theemployee.
Stop Loss CoverageCigna HealthCare  offers  stop loss  insurance coverage for self‐insured plans.  This  stop loss  coverage reimburses  the  plan for claims in excess  of a  predetermined amount,  either for individuals(“specific”) or the entire group (“aggregate”), or both. Cigna HealthCare also includes stop loss features in its experience‐rated policies (discussed below).
Shared Administration ServicesCigna HealthCare provides Taft‐Hartley trusts and other entities access to its national provider network and provides claim re‐pricing and other services (e.g., utilization management).
VoluntaryCigna HealthCare’s voluntary medical products are offered to employers with 51 or more eligible employees and are designed to provide hourly and part‐time employees with limited coverage that ismore affordable than comprehensive medical plans. Cigna Voluntary products currently have annual and, in some cases, lifetime maximums, which are prohibited under the Patient Protection andAffordable Care Act effective September 23, 2010. However, the Department of Health & Human Services (HHS) has approved a waiver of these limitations for plans in effect as of September 23, 2010.Annual benefit limits are prohibited beginning January 1, 2014, and Cigna expects to cease offering these products at that time.
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Medicare

Medicare AdvantageThe Company’s acquisition of HealthSpring in January 2012 significantly expands Cigna’s presence in the Seniors segment. As a result of the acquisition, beginning in 2012, Cigna operates MedicareAdvantage coordinated care plans in 11 states and the District of Columbia. Under the Medicare program, Medicare‐eligible beneficiaries may receive health care benefits, including prescription drugs,through a managed care health plan such as the Company’s coordinated care plans, and The Centers for Medicare and Medicaid Services reimburse the Company pursuant to a risk adjustment paymentmethodology. Cigna’s coordinated care plans bring together networks of local hospitals and physicians, typically centered around a primary care physician, who is experienced and effective in managingthe health care needs of the Medicare population. Cigna utilizes a physician engagement strategy that aims to create mutually beneficial and collaborative arrangements with providers, aligning theirinterests with the objective of providing high‐quality, cost‐effective healthcare, and ultimately encouraging providers to deliver a level of care that promotes customer wellness,  reduces avoidablecatastrophic outcomes, and improves clinical results.
Other Medicare PlansCigna also offers group Medicare Supplement plans that provide retirees with a combination of the simplicity of Medigap‐style plans with flexible funding and plan design options allowing clients tocustomize plans to meet their unique needs. Retirees may visit any health care professional or facility that accepts Medicare throughout the country – with no referrals required.
Medicare Part DCigna’s Medicare Part D prescription drug program, Cigna Medicare Rx®, provides a number of plan options as well as service and information support to Medicare and Medicaid eligible customers.Cigna Medicare Rx is available in all 50 states and the District of Columbia. Cigna’s Part D plans offer the savings of Medicare combined with the flexibility to provide enhanced benefits and a drug listtailored to clients’ specific needs. Retirees benefit from broad network access and value‐added services that help keep them well and save them money. As a result of the acquisition of HealthSpring,Cigna will now offer Medicare Part D prescription drug benefits through its Medicare Advantage plans, and also expand its stand‐alone Medicare Part D prescription drug plan.
Specialty

Medical Specialty

Health AdvocacyCigna HealthCare offers medical management, disease management, and other health advocacy services to employers and other plan sponsors. These services are offered to customers covered underCigna HealthCare administered plans as well as individuals covered under plans insured and/or administered by competing insurers/third‐party administrators. Cigna offers seamless integration ofservices that address the clinical and administrative challenges inherent in coordinating multiple vendors. Through its health advocacy programs, Cigna HealthCare works to help healthy people stayhealthy; help people change behaviors that put their health at risk; and assist those with existing health problems in accessing quality care.Cigna HealthCare offers a wide array of health advocacy programs and services to help individuals improve their health, well‐being and sense of security, including:• early intervention by Cigna’s network of clinical professionals;• Cigna’s online health assessment, powered by analytics from the University of Michigan Health Management Research Center, which helps customers identify potential health risks and learn whatthey can do to live a healthier life;• the Cigna Your Health First® program, a holistic coaching program to help customers better manage chronic health conditions;• Cigna Health Advisor®, which provides customers with access to a personal health coach to help them reach their health and wellness goals;• Cigna’s Well Informed program, which uses clinical rules‐based software to identify potential gaps and omissions in customers’ health care by analyzing integrated medical, behavioral, pharmacy andlab data allowing Cigna HealthCare to communicate the gaps to customers and their doctors; and• Cigna’s online coaching capabilities.
CIGNA CORPORATION – 2011 Form 10-K – 6
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Cigna Onsite HealthOver the past four years, Cigna has built an extensive suite of onsite capabilities that include health centers, dedicated health advocates at employer sites across the country, hourly coaching services,wellness  seminars  and  onsite  biometric  screenings  through  the  acquisition  of Kronos  Optimal  Health.  Cigna’s  onsite  programs  enable  better engagement  through  face‐to‐face  interaction  andintervention to help individuals improve their health, resulting in cost savings for employers.Cigna’s onsite services include more than 75 health centers and the annual administration of more than 400,000 biometric screenings as well as approximately 2,200 wellness seminars each year. As aresult of the acquisition of HealthSpring, Cigna now operates three LivingWell Health Centers, where Medicare customers can receive care from an expanded care team including physicians, nursepractitioners, nurses, pharmacists, and nurses educators. The Centers also offer a range of social and community events tailored to meet the needs of seniors. Cigna also runs six LivingWell “practices”that incorporate the principles of the larger stand‐alone Centers while allowing the customer to continue to see his or her primary care physician in an office setting.
Cost Containment ServiceCigna administers cost containment programs with respect to health care services/supplies that are covered under benefit plans. These programs, which may involve contracted vendors, are designedto control health costs by reducing out‐of‐network utilization, auditing provider bills and recovering overpayments from other insurance carriers or health care professionals. Cigna earns fees forproviding or arranging these services.
Behavioral Specialty

Behavioral HealthCigna  arranges  for behavioral  health  care  services  for customers  through its  nationwide  network of participating  behavioral  health  care  professionals.  Cigna  offers  behavioral  health care  casemanagement services, employee assistance programs (EAP), and work/life programs to employers, government entities and other groups sponsoring health benefit plans. Cigna Behavioral Healthfocuses on integrating its programs and services with medical, pharmacy and disability programs to facilitate customized, holistic care.As of December 31, 2011, Cigna’s behavioral national network had approximately 108,000 access points to independent psychiatrists, psychologists and clinical social workers and approximately9,000 facilities and clinics that are reimbursed on a contracted fee‐for‐service basis.
Cigna Pharmacy Management

Cigna Pharmacy ManagementCigna Pharmacy Management offers prescription drug plans to its insured and self‐funded customers both in conjunction with its medical products and on a stand‐alone basis. With a nationwidenetwork of over 62,000 contracted pharmacies,  Cigna  Pharmacy Management is  a  comprehensive  pharmacy benefits  manager (PBM) offering clinical  integration programs,  specialty pharmacysolutions, and fast, efficient home delivery of prescription medicines.Programs that facilitate this integration of medical, behavioral and pharmacy offerings include the previously discussed Well Informed program, which focuses on chronic conditions that require strictcompliance with prescription drug therapy such as asthma, diabetes, back pain and high cholesterol, as well as Step Therapy, which encourages customers to use generic and/or preferred brand drugsrather than higher cost brand‐named drugs. Step Therapy is implemented through claim management protocols, which may include communications with customers and their physicians. The Companycoordinates pharmacy management with all  of Cigna’s  health advocacy programs and tools  by focusing on patient education,  including emphasizing the importance of adherence to  medicationinstructions.
Cigna Specialty Pharmacy ManagementCigna’s administered medical and pharmacy coverage can meet the needs of customers with complex conditions that require specialty pharmaceuticals. These types of medications are covered underboth pharmacy and medical benefits and can be expensive,  often requiring associated lab work and administration by a health care professional.  Therefore,  coordination is  critical in improvingaffordability and outcomes. Clients with Cigna‐administered medical and pharmacy coverage benefit from continuity of care, integrated reporting, and aggressive unit cost discounts on all specialtydrugs – regardless of where they are administered.
TheraCare ProgramCigna’s specialty pharmacy outcome management program, TheraCare, manages specialty conditions by seeking to lower costs and improve the health and satisfaction of our customers. Cigna has acomprehensive list of conditions covered regardless of the pharmacy used to fill the respective prescription, or under which benefit the prescription falls. TheraCare is coordinated with other Cignahealth advocacy programs and all data is captured for analysis and reporting.
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Cigna Home Delivery PharmacyCigna also offers cost‐effective mail order,  telephone and on‐line pharmaceutical fulfillment services through its home delivery operation.  Cigna Home Delivery Pharmacy provides a high‐quality,efficient home delivery pharmacy distinguished by individual care relating to compliance and specialty medications. Orders may be submitted through the mail, via phone or through the internet atmyCigna.com.
Dental and Vision

DentalCigna Dental Health offers a variety of dental care products including dental health maintenance organization plans (“Dental HMO”), dental preferred provider organization (“DPPO”) plans, dentalexclusive provider organization plans,  traditional dental indemnity plans and a dental  discount program. Employers and other groups can purchase Cigna Dental Health products as stand‐aloneproducts or integrated with Cigna HealthCare’s medical products. Additionally, as of June 1, 2011, individual customers can purchase DPPO plans in conjunction with individual medical policies. As ofDecember 31, 2011, Cigna Dental Health customers totaled approximately 10.9 million, representing employees at approximately 33% of all Fortune 100 companies. Most of these customers are inself‐insured plans. All of Cigna’s dental HMO customers participate in guaranteed cost insured plans. Managed dental care products are offered in 38 states for Dental HMO and 43 states and the Districtof Columbia for Dental PPO through a network of independent health care professionals that have contracted with Cigna Dental Health to provide dental services.Cigna Dental Health customers access care from the largest dental PPO network in the U.S. and one of the largest dental HMO networks in the U.S., with approximately 235,500 DPPO‐contracted accesspoints (approximately 92,000 unique health care professionals) and approximately 58,000 dental HMO‐contracted access points (approximately 16,500 unique health care professionals).Cigna Dental Health stresses preventive dentistry; it believes that promoting preventive care contributes to a healthier workforce, an improved quality of life, increased productivity and fewer treatmentclaims and associated costs over time. Cigna Dental Health offers customers a dental treatment cost estimator to educate customers on oral health and aid them in their dental health care decision‐making.
VisionCigna Vision offers flexible, cost‐effective PPO coverage that includes a range of both in and out‐of‐network benefits for routine vision services. Cigna’s national vision care network, which consists ofapproximately 53,000 health care professionals in approximately 22,800 locations, includes private practice ophthalmologist and optometrist offices, as well as retail eye care centers. Routine visionproducts are offered in conjunction with Cigna HealthCare’s medical and dental product offerings.
The segment’s health care products and services are offered through the following funding arrangements:• Insured ‐ Guaranteed Cost;• Insured ‐ Shared ReturnsSM (also referred to as “experience‐rated”); and• Administrative Services Only.Premiums and fees charged for HMO and most health insurance products are generally set in advance of the policy period and are typically guaranteed for one year (unless specified events occur, suchas changes in benefits, significant changes in enrollment or laws affecting the coverage or costs). Premium rates for fully insured products are established either on a guaranteed cost or retrospectivelyexperience‐rated basis.
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Since January 1, 2011, the Patient Protection and Affordable Care Act (“Health Care Reform”) has required Cigna HealthCare’s comprehensive medical insurance products to meet a minimum medicalloss ratio (“MLR”) of 85% for large groups (generally defined as employers with more than 50 employees) and 80% for small groups and individuals. The United States Department of Health andHuman Services has issued interim final regulations that specify how the MLR is to be calculated. These regulations currently require the MLR to be calculated on a state‐by‐state basis for each separateinsurance company or HMO, and then separately within each state for large groups, small groups and individuals. The MLR is determined generally as the sum of claims plus expenses that improvehealth care quality divided by premiums less taxes and assessments. To the extent the MLR minimums are not met for large groups, small groups or individual segments within each state, premiumrebates are paid to both employers and customers enrolled in the plans based on the portion of the premium each has contributed. Approximately 15% of Cigna HealthCare’s customers are enrolled ininsured plans subject to the MLR requirements.
Insured - Guaranteed CostCharges to policyholders under an insured, guaranteed cost policy are established at the beginning of the policy period and are not adjusted to reflect actual claim experience during the policy period.Accordingly, Cigna HealthCare bears the risk for claims and costs. The HMO product is offered only on a guaranteed cost basis. Summarized below are the key elements of an insured, guaranteed costfunding arrangement:• A guaranteed cost pricing methodology reflects assumptions about future claims, health care inflation (unit cost, location of delivery of care and utilization), effective medical cost management,expenses, enrollment mix, investment returns, and profit margins.• Claim and expense assumptions may be based in whole or in part on prior experience of the policyholder or on a pool of accounts, depending on the policyholder’s size and the statistical credibilityof the experience.• Generally, guaranteed cost policyholders are smaller and less statistically credible than retrospectively experience‐rated groups.• Pricing for insurance/HMO products that use networks of contracted health care professionals reflects assumptions about the future claims impact on the reimbursement rates in the providercontracts.• Premium  rates  may  vary  among  policyholders  to  reflect  the  underlying  plan  benefits,  anticipated  contract  and  demographic  mix,  family  size,  geography,  industry,  renewal  date,  and  othercost‐predictive factors.• In some states, premium rates must be approved by the state insurance department and state laws may restrict or limit the use of rating methods.• Premium rates for groups and individuals are subject to state and/or HHS review for unreasonable increases.
Insured - Shared ReturnsSM (also referred to as experience-rated)The key features of a Shared Returns funding arrangement are summarized below:• The premium, determined at the beginning of the policy period, typically includes a margin to partially protect against adverse claim fluctuations. Premiums may be adjusted for the actual claim and,in some cases, administrative cost experience of the policyholder through an experience settlement process after the policy period as discussed below.• If cost experience is favorable in relation to the premium rates, a portion of the initial premiums may be credited to the policyholder as an experience refund. However, if claims and expenses exceedthe initial premiums (an “experience deficit”), Cigna HealthCare generally bears the risk.• Cigna HealthCare may recover an experience deficit, according to contractual provisions, through future premiums and experience settlements, provided the policy remains in force. If premiumsexceed claims and expenses, any surplus amount is generally first used to offset prior deficits and otherwise generally returned to the policyholder.Minimum premium funding arrangements combine insurance protection with an element of self‐funding.  Key features of insurance policies  using a  minimum premium funding arrangement aresummarized below:• The policyholder is responsible for funding all claims up to a predetermined aggregate, maximum monthly amount, and Cigna HealthCare bears the risk for claim costs incurred in excess of thatamount.• Instead of paying a fixed monthly premium, the group policyholder establishes and funds a bank account and must maintain an agreed‐upon amount in the account. The policyholder authorizes theinsurer to draw upon funds in the account to pay claims and other authorized expenses.• The policyholder pays a  significantly reduced monthly “residual”  premium while  the policy is  in effect and a  supplemental  premium (to  cover reserves for run‐out claims and administrativeexpenses) upon termination.• As with other Shared Returns (experience‐rated) insurance products, Cigna HealthCare may recover deficits from margins in future years if the policy is renewed.
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Liabilities are established for estimated experience refunds based on the results of Shared Returns (retrospectively experience‐rated) policies and applicable contract terms. Cigna HealthCare creditsinterest on experience refund balances to these policyholders using rates that are set at Cigna HealthCare’s discretion, taking investment performance and market rates into consideration. Higher ratesare credited to funds with longer expected payout terms, reflecting the fact that higher yields are generally available on investments with longer maturities. For 2011, the rates of interest creditedranged from 0.8% to 3.5%, with a weighted average rate of approximately 1.5%.
Administrative Services OnlyCigna HealthCare contracts with employers, unions and other groups sponsoring self‐insured plans on an administrative services only (“ASO”) basis to administer claims and perform other plan relatedservices. The key features of an ASO funding arrangement are summarized below:• Cigna HealthCare collects administrative service fees in exchange for providing these self‐insured plans with access to Cigna HealthCare’s applicable participating provider network and for providingother  services  and  programs  including:  claim  administration;  quality  management;  utilization  management;  cost  containment;  health  advocacy;  24‐hour  help  line;  24/7  call  center;  casemanagement; disease management; pharmacy benefit management; behavioral health care management services (through its provider networks); or any combination of these services.• The self‐insured plan sponsor is responsible for self‐funding all claims, but may purchase stop loss insurance from Cigna HealthCare or other insurers for claims in excess of a predetermined amount,for either individuals (“specific”), the entire group (“aggregate”), or both.• In some cases, Cigna HealthCare provides performance guarantees associated with meeting certain service related and other performance standards. If these standards are not met, Cigna HealthCaremay be financially at risk up to a stated percentage of the contracted fee or a stated dollar amount. Cigna HealthCare establishes liabilities for estimated payouts associated with these guarantees. SeeNote 23 to the Consolidated Financial Statements beginning on page 159 of this Form 10‐K for details about these guarantees.
PricingPremium rates for insured funding arrangements are based on assumptions about the expected utilization levels of medical services, costs of medical services and the Company’s administrative costs.The profitability of these arrangements will vary by the actual utilization level of medical services, the cost of the services provided and the costs to administer the benefit programs and the premiumcharged. Additionally, beginning in 2011, overall margin is effectively capped by the minimum loss ratio rebates required by Health Care Reform, as favorable experience in a market generates premiumrebates instead of offsetting any unfavorable experience in other markets.Pricing for self‐funded arrangements is generally based on the expected cost to administer those arrangements and will vary by the services provided and the size and complexity of the benefitprograms, among other factors.
ReservesIn addition to paying current benefits and expenses under HMO and health insurance policies, Cigna HealthCare establishes reserves for amounts estimated to fund reported claims not yet paid, as wellas claims incurred, but not yet reported. As of December 31, 2011, approximately $1.4 billion, or 61% of the reserves of Cigna HealthCare’s operations comprised liabilities that are likely to be paidwithin one year, primarily for medical and dental claims, as well as certain group disability and life insurance claims. The reserve amount expected to be paid within one year includes $194 million thatis recoverable from certain ASO customers and from minimum premium policyholders. The remaining reserves relate primarily to contracts that are short term in nature, but have long term payoutsand include liabilities for group long‐term disability insurance benefits and group life insurance benefits for disabled and retired individuals, benefits paid in the form of both life and non‐life contingentannuities to survivors and contract holder deposit funds.
ReinsuranceCigna HealthCare reduces its exposure to large catastrophic losses under group life, disability and accidental death contracts by purchasing reinsurance from unaffiliated reinsurers.Financial information, including premiums and fees, is presented in the Health Care section of the MD&A beginning on page 62 and in Note 22 to Cigna’s Consolidated Financial Statements beginning onpage 156 of this Form 10‐K.
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Customer ServiceCigna HealthCare operates 16 service centers that together processed approximately 136 million medical claims in 2011.  Satisfying customers is  a primary business objective and critical to theCompany’s success. To further this objective, in 2009, the Company made its call centers available 24 hours a day, seven days a week, 365 days a year. As of December 31, 2011, Cigna operated 10 callcenters and a virtual call team that customers can call toll‐free about their health care benefits, wellness programs and claims. Cigna recognizes that customers with significant health events may haveadditional customer service needs. Therefore, Cigna has developed the “My Personal Champion” program, which provides qualified customers with a dedicated point of contact. Personal Championsserve  as  a  resource  for  benefits  and  claims  questions,  assist  with  navigating  the  complex  health  care  industry  and  offers  education  and  support  to  customers  and  their  families.  As  ofDecember 31, 2011, approximately 4 million Cigna customers had access to the My Personal Champion program.
TechnologyCigna HealthCare understands the important role that information technology plays in improving the level of service that Cigna can provide to its customers, which is critical to the continued growth ofthe Company’s health care business and its focus on customer‐centricity. Accordingly, Cigna HealthCare continues to invest in its information technology infrastructure and capabilities including toolsand Internet‐enabled technology that support Cigna HealthCare’s focus on providing customers with a personalized experience in making health care decisions. Examples include:• myCigna.com, Cigna’s consumer Internet portal. The newly redesigned portal is personalized with customers’ medical, dental and pharmacy plan information. Customers can use online tools tounderstand their benefits, track their claims and finances and manage their health. MyCigna is a multi‐media portal with video content, social networking capabilities, podcasts and other interactivetools to help customers achieve their health and financial goals. Cigna customers can now access much of this information through their mobile phones, making it easier to get the informationcustomers need when and where they need it;• myCignaPlans.com, a website that allows prospective customers who purchase medical coverage through their employer to compare plan coverage and pricing options, before enrolling, based on avariety of factors. The application gives customers information on the total health care cost to them and their employer;• Health Risk Assessment, an online interactive tool that helps customers identify potential health risks and monitor their health status;• social media, including dedicated YouTube and Facebook pages that allow individuals to participate in online communities specific to Cigna and their interest in health awareness and improvement;• a number of interactive online cost and quality information tools that compare hospital quality and efficiency information, prescription drug choices and average price estimates and member‐specificaverage out‐of‐pocket cost estimates for certain medical procedures; and• a special website designed for seniors, with large font and documents designed for the visually impaired, sections focused on understanding Medicare with educational information and a Medicare“Toolkit”, as well as easy access to plan information in English and Spanish.
Benefit/Claim ResolutionCigna HealthCare customer service representatives are empowered to immediately resolve a wide range of issues to help customers obtain the most from their benefit plans. If an issue cannot beresolved informally, Cigna HealthCare has a formal appeals process that can be initiated by telephone or in writing and involves two levels of internal review. For those matters not resolved by internalreviews, Cigna HealthCare customers are offered the option of a voluntary external review of claims. The Cigna HealthCare formal appeals process addresses member inquiries and appeals concerninginitial  coverage determinations based on medical necessity and other benefits/coverage determinations.  Cigna HealthCare’s formal appeals  process meets regulatory requirements,  including theNational Committee for Quality Assurance (“NCQA”), Employee Retirement Income Security Act of 1974 (“ERISA”), and Utilization Review Accreditation Commission (“URAC”).
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Quality Medical CareCigna HealthCare’s commitment to promoting quality medical care to its customers is reflected in a variety of activities including: credentialing medical health care professionals and facilities thatparticipate in Cigna HealthCare’s managed care and PPO networks as well as developing the Cigna Care NetworkSM specialist physician designation described below.
Participating Provider NetworkCigna HealthCare has an extensive national network of participating health care professionals that consisted of approximately 5,600 hospitals and approximately 667,400 health care professionals as ofDecember 31, 2011 as well as other facilities, pharmacies and vendors of health care services and supplies.In most instances,  Cigna HealthCare contracts  directly with the participating hospital,  health care professional or other facility to  provide covered services to  customers at agreed‐upon rates ofreimbursement. In some instances, however, Cigna HealthCare companies contract with third parties for access to their provider networks and care management services. In addition, Cigna HealthCarehas entered into strategic alliances with several regional managed care organizations (Tufts Health Plan, HealthPartners, Inc., Health Alliance Plan, and MVP Health Plan) to gain access to their providernetworks and discounts.
Cigna Medical GroupCigna Medical Group (CMG) is the multi‐specialty medical group practice division of Cigna HealthCare of Arizona, Inc. which delivers primary care and certain specialty care services through 25 medicalfacilities and approximately 194 employed clinicians in the Phoenix, Arizona metropolitan area. Eighteen of these multi‐specialty health care centers and their affiliated primary care physicians havereceived the top level (level 3) of accreditation from NCQA (Patient Centered Medical Homes). CMG currently holds the highest level of this accreditation for the greatest number of practices andphysicians in the state of Arizona.
Cigna Care NetworkSMCigna Care Network is a benefit design option available for Cigna HealthCare administered plans in 68 service areas across the country. Cigna Care Network’s designated physicians are a subset ofparticipating physicians in certain specialties who are so designated based on specific clinical quality and cost‐efficiency selection criteria. Customers pay reduced co‐payments or co‐insurance whenthey receive care from a specialist designated as a Cigna Care Network provider. Participating specialists are evaluated regularly for the Cigna Care Network designation.
Provider CredentialingCigna HealthCare credentials physicians, hospitals and other health care professionals in its participating provider networks using quality criteria which meet or exceed the standards of externalaccreditation or state regulatory agencies, or both. Typically, most health care professionals are re‐credentialed every three years.
External ValidationCigna continues to demonstrate its commitment to quality and has expanded its scope of external validation of its quality programs through nationally recognized accreditation organizations. Each ofCigna’s 36 PPO/OAP markets and 22 of the HMO and POS plans that have undergone an accreditation review have earned Excellent or Commendable status from the NCQA,  a private,  nonprofitorganization dedicated to improving health care quality. In addition, Cigna’s provider transparency, wellness, utilization management, case management and demand management programs have beenawarded the highest outcomes possible. From NCQA, Cigna earned Physician & Hospital Quality Certification and Wellness and Health Promotion Accreditation. From URAC, an independent, nonprofithealth care accrediting organization dedicated to promoting health care quality through accreditation, certification and commendation, Cigna has full accreditation for Health Utilization Management.
HEDIS® MeasuresIn addition, Cigna HealthCare participates in NCQA’s Health Plan Employer Data and Information Set (“HEDIS®”) Quality Compass Report, whose Effectiveness of Care measures are a standard set ofmetrics to evaluate the effectiveness of managed care clinical programs. Cigna HealthCare’s national results compare favorably to industry averages.
Accountable Care OrganizationsCigna has collaborated with 18 accountable care organizations, and expects to continue to expand these arrangements. The overall objective of these organizations is to improve the quality of care andservice experience for customers while lowering their costs and improving overall value. The goal in collaborating with an accountable care organization is to identify health care delivery organizations(medical groups and hospital organizations) that can coordinate end‐to‐end care for a defined population of patients.
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Cigna HealthCare offers products in the following markets:• National segment ‐ these employers have 5,000 or more U.S.‐based, full‐time employees living in two or more states.• Middle Market segment – comprised of employers with 250 to 4,999 U.S.‐based, full‐time employees located in one or more states with a majority of their full‐time employees living and working inthe same state. This segment also includes single site employers with more than 250 employees, Taft‐Hartley plans and other third party payers.• Select segment ‐ focuses on employers with 51‐249 eligible employees and provides ASO and guaranteed cost funding solutions. Select also provides ASO funding to employers with a minimum of25 employees.• Individual ‐ Cigna HealthCare actively markets health and dental insurance to individuals in ten states as of December 31, 2011, including Arizona, California, Colorado, Connecticut, Florida, Georgia,North Carolina, South Carolina, Tennessee and Texas.• Seniors (Medicare) ‐ focuses on the health care needs of individuals who are pre‐ or post‐65 retirees and employers who offer coverage to their pre‐ and post‐65 retirees.• Small  business ‐ Cigna has withdrawn its  insured medical product offering from the Small  Group market (defined as employers with two to  50 employees) in the following states:  California,Connecticut, Florida, Georgia, Hawaii, Illinois, Kansas, Missouri, New Hampshire, New York, North Carolina, Ohio, Pennsylvania, South Carolina and Virginia, as well as the District of Columbia. Theinsured medical withdrawal in Texas will be completed in 2012. Cigna will continue to offer insured small group medical policies in Arizona, New Jersey, New Mexico, Tennessee, Vermont and theU.S. Virgin Islands.Cigna HealthCare employs sales representatives to distribute its products and services through insurance brokers and insurance consultants or directly to employers, unions and other groups. CignaHealthCare also employs representatives to sell utilization review services,  managed behavioral health care and employee assistance services directly to insurance companies,  HMOs, third partyadministrators and employer groups. As of December 31, 2011, the field sales force for the products and services of this segment consisted of approximately 830 sales representatives in approximately90 field locations. With respect to the acquired HealthSpring business, Medicare Advantage enrollment is generally a decision made individually by the customer, and accordingly, sales agents andrepresentatives focus their efforts on in‐person contacts with potential enrollees as well as telephonic and group selling venues.
Cigna HealthCare’s business is subject to intense competition, and industry consolidation has created an even more competitive business environment. In certain geographic locations, some healthcare companies may have significant market share positions, but no one competitor dominates the health care market nationally. Cigna HealthCare expects a continuing trend of consolidation in theindustry given the current economic and political environment. Cigna HealthCare also expects continued vertical integration, with the line blurring between clinicians and hospitals, and traditionalinsurers.Competition in the health care market exists both for employers and other groups sponsoring plans and for the employees in those instances where the employer offers its employees a choice ofproducts from more than one health care company. Most group policies are subject to annual review by the policyholder, who may seek competitive quotations prior to renewal. As Health Care Reformis implemented, Cigna expects competition for individuals in the market to purchase insurance for themselves or their families to increase.
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The primary competitive factors are quality and cost‐effectiveness of service and provider networks; effectiveness of medical care management; products that meet the needs of clients and theiremployees; price; total cost management; technology; and effectiveness of marketing and sales. Financial strength of the insurer, as indicated by ratings issued by nationally recognized rating agencies,is  also  a  competitive  factor.  Cigna  HealthCare  believes  that  its  health  advocacy capabilities,  holistic  approach to  consumer engagement,  breadth  of product  offerings,  clinical  care  and medicalmanagement capabilities and funding options are competitive advantages.  These advantages allow Cigna HealthCare to respond to  the diverse needs of its customer base.  Cigna HealthCare alsobelieves that its focus on helping to improve the health, well‐being and sense of security of its customers will allow it to differentiate itself from its competitors.Cigna HealthCare’s principal competitors are:• other large insurance companies that provide group health and life insurance products;• Blue Cross and Blue Shield organizations;• stand‐alone HMOs and PPOs;• HMOs affiliated with major insurance companies and hospitals; and• national managed pharmacy, behavioral health and utilization review services companies.Competition also arises from smaller regional or specialty companies with strength in a particular geographic area or product line, administrative service firms and, indirectly, self‐insurers. In additionto these traditional competitors, a new group of competitors is emerging. These new competitors are focused on delivering employee benefits and services through Internet‐enabled technology thatallows consumers to  take a more active role in the management of their health.  This  is  accomplished primarily through financial  incentives,  access to  enhanced medical  quality data and otherinformation sharing. The effective use of the Company’s health advocacy capabilities, decision support tools (some of which are web‐based) and enabling technology are critical to success in the healthcare industry, and Cigna HealthCare believes its capabilities in these areas will be competitive differentiators.
In the first quarter 2010, Health Care Reform was signed into law. Certain provisions became effective during 2010 and 2011 and others will take effect from 2012 to 2018. Under Health Care Reform,many of the details of these laws were to be set forth through regulations.  While federal agencies have published interim final regulations with respect to certain requirements,  many aspects ofimplementing this legislation remain uncertain. For more information concerning Health Care Reform, see the Introduction section of the MD&A beginning on page 48 and the Regulation sectionbeginning on page 26 of this Form 10‐K.
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Cigna’s Disability and Life segment (“Cigna Disability and Life”) provides the following insurance products and their related services: group long‐term and short‐term disability insurance, group lifeinsurance and accident and specialty insurance. These products and services are provided by subsidiaries of Cigna Corporation. Cigna Disability and Life markets products in all 50 states, the District ofColumbia, Puerto Rico, the U.S. Virgin Islands and Canada.

DisabilityLong‐term and short‐term disability insurance products and services generally provide a fixed level of income to replace a portion of wages lost because of disability. Cigna Disability and Life alsoprovides assistance to  employees  in returning to  work and assistance  to  their employers  in managing the cost of employee disability.  Group disability coverage is  typically employer‐paid or acombination of employer and employee‐paid, but may also include coverage paid for entirely by employees.Cigna Disability and Life is an industry leader in returning employees to work quickly, resulting in higher productivity and lower cost for employers and a better quality of life for their employees. CignaDisability and Life’s disability insurance products may be integrated with other disability benefit programs, behavioral programs, medical programs, social security advocacy, and leave of absenceadministration. Cigna believes this integration provides customers with increased efficiency and effectiveness in disability claims management, enhances productivity and reduces overall costs toemployers. Coordinating the administration of Cigna Disability and Life’s disability and Cigna HealthCare’s medical programs provides enhanced opportunities to influence outcomes, reduce the cost ofboth medical and disability events and improve the return to work rate. Examples of the benefits of this integrated approach (for which Cigna may receive fees) include:• the use of information from the Cigna HealthCare and Cigna Disability and Life databases to help identify, treat and manage disabilities before they become chronic, longer in duration and morecostly; and• proactive outreach from Cigna Behavioral Health to assist employees suffering from a mental health condition, either as a primary condition or as a result of another condition.As measured by 2011 premiums and fees, disability constituted approximately 46% of Cigna Disability and Life’s business. Approximately 9,730 insured disability policies covering approximately5.8 million lives were outstanding as of December 31, 2011.
Life InsuranceLife insurance products offered by Cigna Disability and Life include group term life and group universal life.  Group term life insurance may be employer‐paid basic life insurance,  employee‐paidsupplemental life insurance or a combination thereof.Group universal life insurance is a voluntary life insurance product in which the owner may accumulate cash value. The cash value earns interest at rates declared from time to time, subject to aminimum guaranteed contracted rate, and may be borrowed, withdrawn, or, within certain limits, used to fund future life insurance coverage.As measured by 2011 premiums and fees,  group life insurance constituted approximately 45% of Cigna Disability and Life’s  business.  Approximately 5,500 group life insurance policies coveringapproximately 5.2 million lives were outstanding as of December 31, 2011.
Other Products and ServicesCigna Disability and Life offers personal accident insurance coverage, which consists primarily of accidental death and dismemberment and travel accident insurance to employers. Group accidentinsurance may be employer‐paid or employee‐paid.Cigna Disability and Life also offers specialty insurance services that consist primarily of disability and life, accident, and hospital indemnity products to professional or trade associations and financialinstitutions.
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Voluntary benefits are those paid by the employee and are offered at the employer’s worksite. Cigna Disability and Life plans provide employers, among other services, flexible enrollment options, listbilling, medical underwriting, and individual record keeping. Cigna Disability and Life designed its voluntary offerings to offer employers a complete and simple way to manage their benefits, includingpersonalized enrollment communication and administration of the benefits program.In 2010,  Cigna sold the workers’  compensation and case  management services  previously provided through its  Intracorp® subsidiary.  For more information on this  sale,  see “Acquisitions  andDispositions” in the Introduction section of the MD&A beginning on page 48.Financial information, including premiums and fees, is presented in the Disability and Life section of the MD&A beginning on page 67 and in Note 22 to Cigna’s Consolidated Financial Statementsbeginning on page 156 of this Form 10‐K.
Cigna Disability and Life’s  products and services are offered on a fully insured,  experience‐rated and ASO basis.  Under fully insured arrangements,  policyholders pay a fixed premium and CignaDisability and Life bears the risk for claims and costs. Under experience‐rated funding arrangements, a premium that typically includes a margin to partially protect against adverse claim fluctuations isdetermined at the beginning of the policy period. Cigna Disability and Life generally bears the risk if claims and expenses exceed this premium. If premiums exceed claims and expenses, any surplusamount is generally first used to offset prior deficits and is otherwise generally returned to the policyholder if surplus exceeds minimum contractual levels. With experience‐rated insurance products,Cigna Disability and Life may recover deficits from margins in future years if the policy is renewed. Under ASO arrangements, Cigna Disability and Life contracts with groups sponsoring self‐insuredplans to administer claims and perform other plan related services in return for service fees. The self‐insured plan sponsor is responsible for self funding all claims. The majority of Cigna Disability andLife’s products and services are fully insured.Premiums and fees charged for disability and life insurance products are generally established in advance of the policy period and are generally guaranteed for one to three years and selectivelyguaranteed for up to  five years,  but policies are generally subject to  early termination by the policyholder or by the insurance company.  Premium rates reflect assumptions about future claims,expenses, credit risk, investment returns and profit margins. Assumptions may be based in whole or in part on prior experience of the account or on a pool of accounts, depending on the group size andthe statistical credibility of the experience, which varies by product.Premiums for group universal life  insurance products consist of mortality,  administrative and surrender charges assessed against the policyholder’s fund balance.  Interest credited and mortalitycharges for group universal life, and mortality charges on group variable universal life, may be adjusted prospectively to reflect expected interest and mortality experience. Mortality charges are subjectto guaranteed maximum rates stated in the policy.In addition to paying current benefits and expenses, Cigna Disability and Life establishes reserves in amounts estimated to be sufficient to pay reported claims not yet paid, as well as claims incurredbut not yet reported. For liabilities with longer‐term pay‐out periods such as long‐term disability, reserves represent the present value of future expected payments. Cigna Disability and Life discountsthese expected payments using assumptions for interest rates and the length of time over which claims are expected to be paid. The annual effective interest rate assumptions used in determiningreserves for most of the long‐term disability insurance business is 4.50% for claims that were incurred in 2011 and 5.30% for claims that were incurred in 2010 and prior. For group universal lifeinsurance, Cigna Disability and Life establishes reserves for deposits received and interest credited to the policyholder, less mortality and administrative charges assessed against the policyholder’sfund balance.The profitability of this segment’s products depends on the adequacy of premiums charged and investment returns relative to claims and expenses. The effectiveness of return to work programs andmortality levels also impact the profitability of disability insurance products. Cigna Disability and Life’s previous claim experience and industry data indicate a correlation between disability claimincidence levels and economic conditions,  with submitted claims rising under adverse economic conditions,  although the impact of the current adverse economic conditions is  not clear.  For lifeinsurance products, the degree to which future experience deviates from mortality, morbidity and expense assumptions also affects profitability.In order to reduce its exposure to large individual and catastrophic losses under group life, disability and accidental death policies, Cigna Disability and Life purchases reinsurance from unaffiliatedreinsurers.
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Cigna Disability and Life markets the group insurance products and services described above to employers,  employees,  professional and other associations and groups in the following customersegments:• National segment ‐ these are multi‐site employers generally with more than 5,000 employees;• Middle Market segment – generally defined as multi‐site employers with more than 250 but fewer than 5,000 employees, and single‐site employers with more than 250 employees; and• Select segment ‐ generally includes employers with more than 50 but fewer than 250 employees.In marketing these products, Cigna Disability and Life primarily sells through insurance brokers and consultants and employs a direct sales force. As of December 31, 2011, the field sales force for theproducts and services of this segment consisted of approximately 200 sales professionals in 27 office locations.
The principal competitive factors that affect the Cigna Disability and Life segment are underwriting and pricing,  the quality and effectiveness of claims management,  relative operating efficiency,investment and risk management, distribution methodologies and producer relations, the breadth and variety of products and services offered, and the quality of customer service. For certain productswith longer‐term liabilities,  such as  group long‐term disability insurance,  the  financial  strength of the  insurer,  as  indicated by ratings  issued by nationally recognized rating agencies,  is  also  acompetitive factor.The principal competitors of Cigna’s group disability, life and accident businesses are other large and regional insurance companies that market and distribute these or similar types of products. As ofDecember 31, 2011, Cigna is one of the top five providers of group disability, life and accident insurance in the United States, based on premiums.
The group insurance market remains highly competitive as the rising cost of providing medical coverage to employees has forced companies to re‐evaluate their overall employee benefit spending.Demographic shifts have further driven demand for products and services that are sufficiently flexible to meet the evolving needs of employers and employees who want innovative, cost‐effectivesolutions to their insurance needs. Employers continue to shift towards greater employee participatory coverage and voluntary purchases.Employers are also expressing a growing interest in employee wellness, absence management and productivity and recognizing a strong link between health, productivity and their profitability. As thisinterest grows, Cigna believes it is well positioned to deliver integrated solutions that address these broad employer and employee needs through its programs that promote a healthy lifestyle, offerassistance in returning to work and integrate health care and disability programs. Cigna also believes that its strong disability management portfolio and fully integrated programs provide employersand employees tools to improve health status. This focus on managing the employee’s total absence enables Cigna to increase the number and likelihood of interventions and minimize disablingevents.
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Cigna’s International segment (“Cigna International”) offers supplemental health, life and accident insurance products as well as international health care products and services. These products andservices are provided by subsidiaries of Cigna Corporation, including foreign operating entities.Cigna International provides employers, affinity groups and individuals with quality local and global health care and related financial protection programs. With local licenses and partnerships in30 countries and jurisdictions, Cigna International offers products and services to both local citizens and globally mobile individuals. Cigna International services its globally mobile customers virtuallyeverywhere in the world.

Supplemental Health, Life and Accident InsuranceAs measured by 2011 premiums and fees,  supplemental health,  life and accident insurance constituted approximately 51% of Cigna International’s  business.  These insurance products generallyprovide simple, affordable coverage of risks for the health and financial security of individuals.  Supplemental health products provide specified payments for a variety of health risks and includepersonal accident, accidental death, critical illness, hospitalization, travel (through the 2011 acquisition of FirstAssist), dental, cancer and other dread disease coverages. Term life as well as variableuniversal life insurance and other savings products are also included in the product portfolio. Cigna International’s supplemental health, life and accident insurance products are offered in South Korea,Taiwan, Indonesia, Hong Kong, the European Union, China, New Zealand, Thailand and Turkey. In China, Cigna International owns a 50% interest in a joint venture through which its products andservices are offered.
International Health CareAs measured by 2011 premiums and fees, International Health Care constituted approximately 49% of Cigna International’s business. Cigna International’s health care businesses primarily consist ofproducts and services to meet the needs of local and multinational companies and organizations and their local and globally mobile employees and dependents. These products and services includeinsurance and administrative services for medical, dental, vision, life, accidental death and dismemberment, and disability risks. These global health benefits products and services are offered throughguaranteed cost,  experience‐rated,  administrative services only,  and minimum premium funding arrangements.  For definitions of funding arrangements,  see “Funding Arrangements” in Section D(Health Care) beginning on page 4 of this Form 10‐K. The customers of Cigna International’s global health benefits business are multinational companies and intergovernmental and non‐governmentalorganizations, headquartered in the United States, Canada, Europe, the Middle East, Hong Kong, China and other international locations. The acquisition of Vanbreda International, in 2010, furtherstrengthened Cigna International’s position in this market.In  addition,  Cigna  International’s  health  care  businesses  include  products  and  services  which  are  primarily  provided  through  group  benefits  programs  to  employees  of  businesses  and  otherorganizations in the United Kingdom and Spain. These products and services include medical indemnity insurance coverage, with some offerings having managed care or administrative service aspects.These products and services generally provide an alternative or supplement to government provided national health care programs.Cigna International offers individual private medical insurance to local citizens in Spain as well as to  individual globally mobile high net worth individuals.  Cigna International has expanded itsindividual offerings into China and Hong Kong. Local, regional or global coverage is available to these groups, adapted to local market conditions.Financial information, including premiums and fees, is presented in the International section of the MD&A beginning on page 69 and in Note 22 to Cigna’s Consolidated Financial Statements beginningon page 156 of this Form 10‐K.
Customer ServiceWith over 8.5 million customer relationships across the globe, Cigna International continues to be a leader in providing quality customer service. Its globally mobile customers have access to medicalprofessionals, case management experts and claims specialists 24 hours a day, 365 days a year, through service centers dedicated to their unique needs. Cigna International uses a wide range ofmeasurement tools to gain better understanding of customers’ needs – ranging from quick 5‐minute surveys of a customer’s call‐center experience to more elaborate tracking of loyalty as measured bycustomers’ likelihood to refer Cigna to a friend.
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Cigna International has recently improved customer service representative training and hiring practices, enhanced customer communication methods based on customers’ preferences and expandedits basic telephone offering to also include a choice of email or text messaging channels. Additionally, Cigna International began offering opt‐in choices for customers who choose to go paperless fortheir statements and explanations of benefits, and has improved the online claims process by simplifying the interface and providing worldwide access.
Premium rates for Cigna International’s supplemental health, life and accident insurance products are based on assumptions about mortality, morbidity, customer acquisition and retention, expensesand target profit margins, as well as interest rates. The profitability of these products is primarily driven by the adequacy of mortality and morbidity assumptions used, and customer retention.Fees for variable universal life insurance products consist of mortality, administrative, asset management and surrender charges assessed against the contractholder’s fund balance. Mortality chargeson variable universal life may be adjusted prospectively to reflect expected mortality experience.Premium rates and fees for Cigna International’s health care products reflect assumptions about future claims, expenses, customer demographics, investment returns, and profit margins. For productsusing networks of contracted health care professionals and facilities,  premiums reflect assumptions about the impact of these contracts and utilization management on future claims. Most of thepremium volume for the medical indemnity business is on a guaranteed cost basis. Other premiums are established on an experience‐rated basis. Most contracts permit rate changes at least annually.The profitability of health care products is dependent upon the accuracy of projections for health care inflation (unit cost, location of delivery of care, currency of incurral and utilization), customerdemographics, the adequacy of fees charged for administration and effective medical cost management.In addition to paying current benefits and expenses, Cigna International establishes reserves of amounts estimated to be sufficient to settle reported claims not yet paid, claims incurred but not yetreported as well as future amounts payable on experience‐rated arrangements. Additionally, for some individual life insurance, savings, and supplemental health insurance products, Cigna Internationalestablishes policy reserves which reflect the present value of expected future obligations less the present value of expected future premiums attributable to policyholder obligations. Cigna Internationaldefers acquisition costs such as commissions, and certain internal selling, underwriting and policy fulfillment costs incurred in the sales of multi‐year supplemental health, life, and accident products.For most products,  these costs are amortized in proportion to  premium revenue recognized,  which is  impacted by customer retention.  For variable universal life  products,  acquisition costs  areamortized in proportion to expected gross profits. In 2012, the Company will implement new accounting requirements for policy acquisition costs. See Note 2 to the Consolidated Financial Statementsbeginning on page 100 of the Form 10‐K for additional information.Cigna International’s operations are diversified by line of business and geographic spread of risk. South Korea, however, represents the single largest geographic market for Cigna International. In 2011,South Korea generated 31% of Cigna International’s revenues and 51% of its segment earnings. For information on the concentration of risk with respect to Cigna International’s business in SouthKorea, see “Other Items Affecting International Results” in the International section of the MD&A beginning on page 69 of this Form 10‐K.A global approach to underwriting risk management allows for each local business to underwrite and accept risk within specified limits. Retentions are centrally managed through cost effective use ofexternal reinsurance to limit segment liability on a per life, per risk, and per event (catastrophe) basis.
Cigna International’s supplemental health, life and accident insurance products are generally marketed through distribution partners with whom the individual insured has an affinity relationship.These products are sold primarily through direct marketing channels,  such as outbound telemarketing and in‐branch bancassurance (where Cigna partners with a bank and uses the bank’s saleschannels to sell its insurance products). Marketing campaigns are conducted through these channels under a variety of arrangements with affinity partners. These affinity partners primarily includebanks, credit card companies and other financial and non‐financial institutions. Cigna International also markets directly to consumers via direct response television and the Internet.Cigna International’s health care products are distributed through independent brokers and consultants, select partners, Cigna International’s own sales personnel, telemarketing and the Internet.
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For Cigna International’s  supplemental  health,  life  and accident insurance products,  a  significant portion of premiums are billed and collected through credit cards.  A substantial  contraction inconsumer credit could impact Cigna International’s  ability to  retain existing policies  and sell  new policies.  A decline in customer retention would result in both a  reduction of revenue and anacceleration of the amortization of acquisition related costs. Changes in regulation around permitted distribution channels may also impact Cigna International’s business or results. See the Regulationsection beginning on page 26 and the Risk Factors section beginning on page 33 of this Form 10‐K.
Competitive factors in Cigna International’s supplemental health, life and accident and health care businesses include product and distribution innovation and differentiation, efficient management ofmarketing processes and costs, commission levels paid to distribution partners, and quality of claims and customer services.The principal competitive factors that affect Cigna International’s health care businesses are underwriting and pricing, relative operating efficiency, relative effectiveness in network development andmedical cost management, product innovation and differentiation, broker relations, and the quality of claims and customer service. In most overseas markets, perception of financial strength is also animportant competitive factor.For the supplemental health, life and accident insurance line of business, competitors are primarily locally based insurance companies, including insurance subsidiaries of banks primarily in Asia andEurope. Insurance company competitors in this segment primarily focus on traditional product distribution through captive agents, with direct marketing being secondary channels. Cigna Internationalestimates that it has less than 2% market share of the total life insurance premiums in any given market in which it operates.The primary competitors of the global health benefits business include U.S.‐based and European health insurance companies with global health benefits operations. For the health care operations inthe United Kingdom and Spain, the primary competitors are regional and local insurers, with Cigna’s market share at less than 5% of the premiums of the total local health care market.Cigna International expects that the competitive environment will intensify as U.S. and Europe‐based insurance and financial services providers pursue global expansion opportunities.
Pressure on social health care systems and increased wealth and education in emerging markets are leading to higher demand for products providing health insurance and financial security. In thesupplemental health, life and accident business, direct marketing channels are growing and attracting new competitors while industry consolidation among financial institutions and other affinitypartners continues. Increased regulations requiring foreign workers to show proof of health insurance are creating opportunities for Cigna International’s health care businesses. See “Risk Factors”beginning on page 33 of this Form 10‐K for a discussion of risks related to Cigna International.Cigna’s global health benefits business is subject to the minimum medical loss ratio (“MLR”) requirements of Health Care Reform. During 2011, the Department of Health and Human Services provideda special methodology for calculating the MLR for global health benefits plans. This special methodology, that resulted in no premium rebates being due in 2011 for the global health benefits business,has been extended indefinitely. For additional information related to the effects of Health Care Reform on the global health benefits business, see the Regulation section of this Form 10‐K beginning onpage 26.
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Until 2000, Cigna offered reinsurance coverage for part or all of the risks written by other insurance companies (or “ceding companies”) under life and annuity policies (both group and individual) andaccident policies (workers’ compensation, personal accident, and catastrophe coverages). The products and services related to these operations were offered by subsidiaries of Cigna Corporation.In 2000, Cigna sold its U.S.  individual life,  group life and accidental death reinsurance businesses. Cigna placed its remaining reinsurance businesses (including its accident,  international life,  andannuity reinsurance businesses) into run‐off as of June 1, 2000, and stopped underwriting new reinsurance business.In 2010, the Company essentially exited from its workers’ compensation and personal accident reinsurance business by purchasing retrocessional coverage from a Bermuda subsidiary of Enstar GroupLimited and transferring administration of this business to the reinsurer. See Note 3 to the Consolidated Financial Statements beginning on page 109 for more information.Cigna’s remaining exposures stem primarily from its annuity reinsurance business, including its reinsurance of guaranteed minimum death benefits (“GMDB”) and guaranteed minimum income benefits(“GMIB”) contracts.
Life and Annuity Policies

Guaranteed Minimum Death Benefit ContractsCigna’s  reinsurance segment reinsured GMDB (also  known as  variable  annuity death benefits  (“VADBe”)),  under certain variable  annuities  issued by other insurance companies.  These variableannuities are essentially investments in mutual funds combined with a death benefit. Cigna has equity and other market exposures as a result of this product. The Company purchased retrocessionalprotection that covers approximately 5% of the assumed risks.  The Company also maintains a dynamic hedge program (“GMDB equity hedge program”) to substantially reduce the equity marketexposures relating to GMDB contracts by entering into exchange‐traded futures contracts. In February 2011, the Company implemented a new dynamic interest rate hedge program (“GMDB growthinterest rate hedge program”) that reduces a portion of the short‐term interest rate exposures related to GMDB.For additional information about GMDB contracts, see “Guaranteed Minimum Death Benefits” under Run‐off Reinsurance section of the MD&A beginning on page 72 and Note 6 to Cigna’s ConsolidatedFinancial Statements beginning on page 114 of this Form 10‐K.
Guaranteed Minimum Income Benefit ContractsIn certain circumstances where Cigna’s reinsurance operations reinsured the GMDB, Cigna also reinsured GMIB under certain variable annuities issued by other insurance companies. These variableannuities are essentially investments in mutual funds combined with minimum income and death benefits. All reinsured GMIB policies also have a GMDB benefit reinsured by the Company. Whenannuitants elect to receive these minimum income benefits, Cigna may be required to make payments which will vary based on changes in underlying mutual fund values and interest rates. Cigna hasretrocessional coverage for 55% of the exposures on these contracts, provided by two external reinsurers. In February 2011, the Company implemented a dynamic hedge program (“GMIB equity hedgeprogram”) to reduce a portion of the equity market exposures related to GMIB contracts by entering into exchange‐traded futures contracts, as well as a partial interest rate dynamic hedge program(“GMIB growth interest rate hedge program”) designed to reduce the short‐term interest rate exposures related to GMIB.For additional  information  about  GMIB contracts,  see  “Guaranteed  Minimum Income  Benefits”  under Run‐off Reinsurance  section of the  MD&A beginning  on page  72 and  Note  10  to  Cigna’sConsolidated Financial Statements beginning on page 125 of this Form 10‐K.
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These products under Cigna’s Run‐off Reinsurance segment were sold principally in North America and Europe through a small sales force and through intermediaries.Cigna also purchased reinsurance to reduce the risk of losses on contracts that it had written. Cigna determines its net exposure for run‐off reinsurance contracts by estimating the portion of its policyand claim reserves that it expects will be recovered from its reinsurers (or “retrocessionaires”) and reflecting these in its financial statements as Reinsurance recoverables, or, with respect to GMIBcontracts discussed above, as Other assets including other intangibles.
For more information on policy and claim reserves see the Run‐off Reinsurance section of the MD&A beginning on page 72, and Notes 7 and 10 to Cigna’s Consolidated Financial Statements beginningon pages 117 and 125 respectively of this Form 10‐K. For more information on the risk associated with Run‐off Reinsurance, see the Risk Factors beginning on page 33 of this Form 10‐K, and the CriticalAccounting Estimates section of the MD&A beginning on page 58 of this Form 10‐K.
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Cigna’s Other Operations segment includes the following businesses:• corporate owned life insurance;• deferred gains recognized from the 1998 sale of the individual life insurance and annuity business and the 2004 sale of the retirement benefits business; and• run‐off settlement annuity business.The products and services related to these operations are offered by subsidiaries of Cigna Corporation.

Principal Products and ServicesThe principal products of the COLI business are permanent insurance contracts sold to corporations to provide coverage on the lives of certain employees for the purpose of funding employer‐paidfuture benefit obligations. Permanent life insurance provides coverage that, when adequately funded, does not expire after a term of years. The contracts are primarily non‐participating universal lifepolicies.Universal life policies typically provide flexible coverage and flexible premium payments. Policy cash values fluctuate with the amount of the premiums paid, mortality and expense charges assessed,and interest credited to the policy. Variable universal life policies are universal life contracts in which the cash values vary directly with the performance of a specific pool of investments underlying thepolicy.The  principal  services  provided by the  COLI  business  are  issuance  and administration of the  insurance  policies  (e.g.,  maintenance  of records  regarding  cash values  and death benefits,  claimsprocessing, etc.) as well as oversight of the investment management for separate account assets that support the variable universal life product.
Product FeaturesCOLI policies provide a death benefit for which Cigna collects fees to cover mortality risk. Mortality risk is retained according to guidelines established by Cigna. To the extent a given policy carriesmortality risk that exceeds these guidelines, reinsurance is purchased from third parties for the balance. COLI policies also allow policy owners to borrow against a portion of their cash surrendervalue.Cash values  on universal  life  policies  are credited interest at a  declared interest rate  that reflects  the anticipated investment results  of the assets  backing these policies  and may vary with thecharacteristics of each product. Universal life policies generally have a minimum guaranteed declared interest rate which may be cumulative from the issuance date of the policy. The declared interestrate may be changed monthly, but is generally changed less frequently.Cash values on variable universal life policies vary directly with the performance of a specific pool of investments underlying the policy. A limited number of variable universal life policies guaranteethat the realized investment performance for a quarter, excluding the impact of unrealized gains/losses and the impact of credit‐related events, will not be negative.
Pricing, Reserves, and ReinsuranceFees for universal life  insurance products consist of mortality,  administrative and surrender charges assessed against the policyholder’s  fund balance.  Interest credited and mortality charges foruniversal life and mortality charges on variable universal life may be adjusted prospectively to reflect expected interest and mortality experience. For universal life insurance, Cigna establishes reservesfor deposits received and interest credited to the policyholder, less mortality and administrative charges assessed against the policyholder’s fund balance. In order to reduce its exposure to largeindividual and catastrophe losses, Cigna purchases reinsurance from unaffiliated reinsurers.
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Markets and DistributionThe Company continues to develop and enhance its product portfolio to pursue new business. The principal markets for COLI products are regional to national account‐sized corporations, includingbanks. Cigna’s COLI products are offered through a select group of independent brokers with particular expertise in the bank market and in the use of COLI for the financing of benefit plan liabilities.
CompetitionThe principal competitive factors that affect Cigna’s COLI business are pricing, service, product innovation and access to third‐party distribution. For Cigna’s COLI business, competitors are primarilymajor life insurance companies. Cigna expects that the competitive environment will intensify as the economy recovers and competitors develop new investment strategies and product designs, andaggressively price their offerings to build distribution capacity and gain market share.
Industry Developments and Strategic InitiativesThe COLI regulatory environment continues to evolve, with various federal budget related proposals recommending changes in policyholder tax treatment. Although regulatory and legislative activitycould adversely impact our business and policyholders, management does not expect the impact to materially affect the Company’s results of operations, liquidity or financial condition.
Cigna sold its individual life insurance and annuity business in 1998 and its retirement benefits business in 2004. Portions of the gains from these sales were deferred because the principal agreementsto sell these businesses were structured as reinsurance arrangements. The remaining deferred gain balance is being recognized at the rate that earnings from the sold businesses would have beenexpected to emerge.For more information regarding the sale of these businesses and the arrangements which secure Cigna’s reinsurance recoverables, see Note 7 of the Consolidated Financial Statements beginning onpage 117 of this Form 10‐K.
Cigna’s settlement annuity business is a closed run‐off block of single premium annuity contracts. These contracts are primarily liability settlements with approximately 31% of the liabilities associatedwith payments that are guaranteed and not contingent on survivorship. In the case of the contracts that involve non‐guaranteed payments, such payments are contingent on the survival of one or moreparties involved in the settlement.The settlement annuities business is premium deficient, meaning initial premiums were not sufficient to cover all claims and profit. Liabilities are estimates of the present value of benefits to be paidless  the  present value  of investment income generated by the  assets  supporting  the  product  including  realized and unrealized capital  gains.  The  Company estimates  these  liabilities  based onassumptions for investment yields,  mortality,  and administrative expenses.  Refer to  Note 2 to  Cigna’s  Consolidated Financial Statements beginning on page 100 of this Form 10‐K for additionalinformation regarding reserves for this business.

CIGNA CORPORATION – 2011 Form 10-K – 24



Back to Contents

Cigna’s investment operations provide investment management and related services for Cigna’s corporate invested assets and the insurance‐related invested assets in its General Account (“GeneralAccount Invested Assets”). Cigna acquires or originates, directly or through intermediaries, a broad range of investments including private placements and public securities, commercial mortgage loans,real estate, mezzanine, private equity partnerships and short‐term investments. Invested assets also include policy loans, which are fully collateralized by insurance policy cash values. Invested Assetsare managed primarily by Cigna subsidiaries and, to a lesser extent, external managers with whom Cigna’s subsidiaries contract. Net investment income and realized investment gains (losses) areincluded as a component of earnings for each of Cigna’s operating segments (Health Care, Disability and Life, Run‐off Reinsurance, Other Operations and International) and Corporate. For additionalinformation about invested assets, see the “Investment Assets” section of the MD&A beginning on page 85 and Notes 10, 11, 12, 13 and 14 to Cigna’s Consolidated Financial Statements beginning onpages 125, 134, 140, 143 and 144 of this Form 10‐K.Cigna’s  investment  strategy  is  to  maximize  risk‐adjusted  yields  for  the  portfolios.  Cigna  manages  the  investment  portfolios  to  reflect  the  underlying  characteristics  of  related  insurance  andcontractholder liabilities and capital requirements, as well as regulatory and tax considerations pertaining to those liabilities and state investment laws. Insurance and contractholder liabilities rangefrom short duration health care products to longer term obligations associated with disability and life products, and the run‐off settlement annuity business. Assets supporting these liabilities aremanaged in segregated investment portfolios to facilitate matching of asset durations and cash flows to those of corresponding liabilities. Investment strategy and results are affected by the amountand timing of cash available for investment, competition for investments, economic conditions, interest rates and asset allocation decisions. Cigna routinely monitors and evaluates the status of itsinvestments,  obtaining and analyzing relevant investment‐specific information as well as assessing current economic conditions,  trends in capital markets and other factors.  Such factors includeindustry sector considerations for fixed maturity investments and mezzanine and private equity partnership investments, and geographic and property‐type considerations for commercial mortgageloan and real estate investments.
Cigna subsidiaries or external managers manage Separate Account assets on behalf of contractholders. These assets are legally segregated from the Company’s other businesses and are not included inthe General Account Invested Assets. Income, gains and losses generally accrue directly to the contractholders.As of December 31, 2011, Cigna’s Separate Account assets consisted of:• $1.3 billion in separate account assets that are managed by the buyer of the retirement benefits business pursuant to reinsurance arrangements described in the Sales of Individual Life Insurance &Annuity and Retirement Benefits Businesses sections in Note 7 to the Consolidated Financial Statements beginning on page 117 of this Form 10‐K;• $3.0 billion in separate account assets, that constitute a portion of the assets of the Cigna Pension Plan; and• $3.8 billion in separate account assets, that primarily support certain corporate‐owned life insurance, health care and disability and life products.
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Cigna and its subsidiaries are subject to comprehensive federal, state and international regulations. The laws and regulations governing Cigna’s business continue to increase each year and are subjectto frequent change. Cigna has established policies and procedures to comply with applicable requirements.Cigna’s insurance and HMO subsidiaries must be licensed by the jurisdictions in which they conduct business. These subsidiaries are subject to numerous state and federal regulations related to theirbusiness operations, including, but not limited to:• the form and content of customer contracts including benefit mandates (including special requirements for small groups, generally under 50 employees);• premium rates;• the content of agreements with participating providers of covered services;• producer appointment and compensation;• claims processing and appeals;• underwriting practices;• reinsurance arrangements;• unfair trade and claim practices;• protecting the privacy and confidentiality of the information received from members;• risk sharing arrangements with providers;• medical loss ratios;• advertising; and• the operation of consumer‐directed plans (including health savings accounts, health reimbursement accounts, flexible spending accounts and debit cards).Cigna and its international subsidiaries comply with regulations in international jurisdictions where foreign insurers may be faced with more onerous regulations than their domestic competitors. Thebroader regulatory environment may include anti‐corruption laws, economic sanctions laws, various privacy, insurance, tax, tariff and trade laws and regulations, corporate governance, employment,intellectual property and investment laws and regulation, discriminatory licensing procedures, compulsory cessions of reinsurance, required localization of records and funds, higher premium andincome taxes, and requirements for local participation in an insurer’s ownership. In addition, the expansion of Cigna’s operations into foreign countries increases the Company’s exposure to certain U.S.laws, such as the Foreign Corrupt Practices Act of 1977 (FCPA). See page 29 for further discussion of international regulations.The business of administering and insuring employee benefit programs, particularly health care programs, is heavily regulated by state and federal laws and administrative agencies, such as statedepartments of insurance and the federal departments of Labor, Health and Human Services, Treasury and Justice, the Internal Revenue Service as well as the courts. Health savings accounts, healthreimbursement accounts and flexible spending accounts are also regulated by the U.S. Department of the Treasury and the Internal Revenue Service.Cigna’s operations, accounts and other books and records are subject to examination at regular intervals by regulatory agencies, including state insurance and health and welfare departments, stateboards of pharmacy and the Center for Medicare & Medicaid Services to assess compliance with applicable laws and regulations. In addition, Cigna’s current and past business practices are subject toreview by, and from time to time the Company receives subpoenas and other requests of information from, various state insurance and health care regulatory authorities, attorneys general, the Office ofInspector General, and other state and federal authorities, including inquiries by, and testimony before committees and subcommittees of the U.S. Congress regarding certain of its business practices.These examinations, reviews, subpoenas and requests may result in changes to or clarifications of Cigna’s business practices, as well as fines, penalties or other sanctions.
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The federal and state governments in the U.S.  as  well  as governments in other countries where Cigna does business continue to  enact and seriously consider many broad‐based legislative andregulatory proposals that could materially impact various aspects of Cigna’s business.
Health Care ReformIn the first quarter of 2010, Health Care Reform was signed into law. Health Care Reform mandates broad changes in the delivery of health care benefits that may impact the Company’s current businessmodel,  including its relationship with current and future customers, producers and health care providers, products, services,  processes and technology. Health Care Reform includes, among otherrequirements, provisions for guaranteed coverage and renewal requirements, prohibitions on some annual and all lifetime limits on the dollar amount of benefits for essential health services, increasedrestrictions on rescinding coverage, minimum medical loss ratio and customer rebate requirements, a requirement to cover preventive services on a first dollar basis, and greater controls on premiumrate increases for individual and small employer health insurance. It also provides for state insurance exchanges through which qualified insurers and HMOs will be able to offer insured plans toindividuals and small employers. Certain of the law’s provisions became effective during 2010 and 2011 and others will take effect from 2012 to 2018. Health Care Reform left many of the details of thenew law to be established through regulations. While federal agencies have published interim final regulations with respect to certain requirements, many issues remain uncertain.The provisions of the new law that became effective during 2010 and 2011 included those requiring coverage of preventive services with no enrollee cost‐sharing, banning the use of lifetime andcertain limits on the dollar amount of benefits for essential health services, increasing restrictions on rescinding coverage and extending coverage of dependents to the age of 26. Minimum medical lossratio requirements became effective in January 2011, requiring payment of premium rebates beginning in 2012 to employers and customers covered under the Company’s comprehensive medicalinsurance if certain annual minimum medical loss ratios (“MLR”) are not met. During 2011, the Department of Health and Human Services (“HHS”) released interim final regulations that provided aspecial methodology for calculating the MLR for 2011 for global health benefits business and limited benefit plans while also stating that the agency intended to study the data in determining whetherspecial accommodations would be made for these plans in 2012 and future years. On December 2, 2011, HHS issued revised regulations on the MLR provisions of Health Care Reform. The specialmethodology for calculating the MLR for limited benefit plans has been extended through 2014. The special methodology for calculating the MLR for global health benefit plans has been extendedindefinitely.Certain other provisions of Health Care Reform will not become effective until 2013 or beyond, including: (1) the annual health insurer fee on health services companies such as Cigna and others in thehealth care industry to help fund the additional insurance benefits and coverages provided by this legislation; (2) the guaranteed issue and renewal requirements and the requirement that individualsmaintain coverage, and (3) the excise tax on high‐cost employer‐sponsored coverage. These fees and excise taxes will generally not be tax deductible. Health Care Reform also changed certain tax lawsthat will effectively limit the amount of compensation for employees of health insurers that is tax deductible.  The Department of Health and Human Services has not yet defined “essential healthbenefits” that must be offered by all plans through state exchanges beginning in 2014.Health Care Reform also impacts Cigna’s Medicare Advantage and Medicare Part D prescription drug plan businesses acquired with HealthSpring in a variety of additional ways, including reducedMedicare premium rates (which began with the 2011 contract year), transition of Medicare Advantage “benchmark” rates to Medicare fee‐for‐service parity, reduced enrollment periods and limitationson disenrollment, and providing “quality bonuses” for Medicare Advantage plans with a rating for four or five stars from CMS. Through Health Care Reform and other federal legislation, funding forMedicare Advantage plans has been and may continue to be altered.In addition to acting to comply with applicable requirements of the legislation, Cigna is closely monitoring regulatory developments and keeping its clients apprised of changes that may affect them.

CIGNA CORPORATION – 2011 Form 10-K – 27



Back to Contents
Dodd-Frank ActIn 2010,  Congress  enacted the  Dodd‐Frank Wall‐Street  Reform and Consumer Protection Act  (the  “Dodd‐Frank Act”)  which  provides  for a  number of reforms  and regulations  in the  corporategovernance, financial reporting and disclosure, investments, tax and enforcement areas that affect Cigna. The SEC and other regulatory authorities engaged in rulemaking efforts under the Dodd‐FrankAct throughout 2011, and additional rulemaking still continues, including the establishment of a Federal Insurance Office that will develop and coordinate federal policy on insurance matters. Cigna isclosely monitoring how these regulations impact the Company, however the full impact of the legislation may not be known for several years until regulations become fully effective.

Financial ReportingRegulators closely monitor the financial condition of licensed insurance companies and HMOs. States regulate the form and content of statutory financial statements, the type and concentration ofpermitted investments, and corporate governance over financial reporting. Cigna’s insurance and HMO subsidiaries are required to file periodic financial reports and schedules with regulators in mostof the jurisdictions in which they do business as well as annual financial statements audited by independent certified public accountants. Certain insurance and HMO subsidiaries are required to file anannual report of internal control over financial reporting with most jurisdictions in which they do business. Insurance and HMO subsidiaries’ operations and accounts are subject to examination bysuch agencies.
Guaranty Associations, Indemnity Funds, Risk Pools and Administrative FundsMost states and certain non‐U.S. jurisdictions require insurance companies to support guaranty associations or indemnity funds, which are established to pay claims on behalf of insolvent insurancecompanies. In the United States, these associations levy assessments on member insurers licensed in a particular state to pay such claims.Several states also require HMOs to participate in guaranty funds, special risk pools and administrative funds. For additional information about guaranty fund and other assessments, see Note 23 toCigna’s Consolidated Financial Statements beginning on page 159 of this Form 10‐K.Some states also require health insurers and HMOs to participate in assigned risk plans, joint underwriting authorities, pools or other residual market mechanisms to cover risks not acceptable undernormal underwriting standards.
Solvency and Capital RequirementsMany states have adopted some form of the National Association of Insurance Commissioners (“NAIC”) model solvency‐related laws and risk‐based capital rules (“RBC rules”) for life and healthinsurance companies. The RBC rules recommend a minimum level of capital depending on the types and quality of investments held, the types of business written and the types of liabilities incurred. Ifthe ratio of the insurer’s adjusted surplus to its risk‐based capital falls below statutory required minimums, the insurer could be subject to regulatory actions ranging from increased scrutiny toconservatorship.In addition, various non‐U.S. jurisdictions prescribe minimum surplus requirements that are based upon solvency, liquidity and reserve coverage measures. During 2011, Cigna’s HMOs and life andhealth insurance subsidiaries, as well as non‐U.S. insurance subsidiaries, were compliant with applicable RBC and non‐U.S. surplus rules.Cigna’s businesses in the European Union will be subject to the directive on insurance regulation and solvency requirements known as Solvency II.  This directive will impose economic risk‐basedsolvency requirements and supervisory rules and is expected to become effective in January 2014, although certain regulators are requiring companies to demonstrate technical capability and complywith increased capital levels in advance of the effective date. Cigna’s European insurance companies are capitalized at levels consistent with projected Solvency II requirements and in compliance withanticipated technical capability requirements.
Holding Company LawsCigna’s domestic insurance companies and certain of its HMOs are subject to state laws regulating subsidiaries of insurance holding companies. Under such laws, certain dividends, distributions andother transactions between an insurance or HMO subsidiary and its affiliates may require notification to, or approval by, one or more state insurance commissioners.
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In December 2010, the NAIC adopted revisions to the Model Insurance Holding Company System Regulatory Act and Regulation. The revisions were designed to allow a better understanding of therisks and activities of non‐insurance entities within a holding company system. The main focus of the revisions has been to incorporate the concept of “enterprise risk” and to enact provisions designedto provide regulators with additional information and authority to manage this new concept. To date, a few states have taken action to adopt the amended Model Act and Regulation. Cigna continues tofollow the states’ activity in this area and will amend its processes as necessary to comply with revised state laws.
Marketing, Advertising and ProductsIn most states, Cigna’s insurance companies and HMO subsidiaries are required to certify compliance with applicable advertising regulations on an annual basis. Cigna’s insurance companies and HMOsubsidiaries are also required in most states to file and secure regulatory approval of products prior to the marketing, advertising, and sale of such products. State and/or federal regulatory scrutiny oflife and health insurance company and HMO marketing and advertising practices, including the adequacy of disclosure regarding products and their administration, may result in increased regulation.Products offering limited coverage, such as those Cigna issues through the Star HRG business, continue to attract increased regulatory scrutiny.

Pharmacy Licensure LawsCertain Cigna subsidiaries are pharmacies,  which dispense prescription drugs to participants of benefit plans administered or insured by Cigna subsidiary HMOs and insurance companies.  Thesepharmacy‐subsidiaries are subject to state licensing requirements and regulation.
International Licensure LawsCigna International subsidiaries are often required to be licensed when entering new markets or starting new operations in certain jurisdictions. The licensure requirements for these Cigna subsidiariesvary by country and are subject to change.
Claim Administration, Utilization Review and Related ServicesCertain Cigna subsidiaries contract for the provision of claim administration, utilization management and other related services with respect to the administration of self‐insured benefit plans. TheseCigna subsidiaries may be subject to state third‐party administration and other licensing requirements and regulation.
An increasing portion of Cigna’s revenue is derived from operations outside the United States, which exposes the Company to laws of multiple jurisdictions and the rules and regulations of variousgoverning bodies and regulators, including those related to financial and other disclosures, corporate governance, privacy, data protection, data mining, data transfer, labor and employment, consumerprotection and anti‐corruption. The operations in countries outside the United States:• are subject to local regulations in the place in which Cigna subsidiaries conduct business,• in some cases, are subject to regulations in the places in which customers are located, and• in all cases are subject to FCPA.
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FCPA prohibits offering, promising, providing or authorizing others to give anything of value to a foreign government official to obtain or retain business or otherwise secure a business advantage. Cignais also subject to applicable anti‐corruption laws in the jurisdictions in which it operates. Additionally, in many countries outside of the U.S., health care professionals are employed by the government.Therefore, Cigna’s dealings with them are subject to regulation under the FCPA. Violations of the FCPA and other anti‐corruption laws may result in severe criminal and civil sanctions as well as otherpenalties  and the SEC and Department of Justice  have increased their enforcement activities  with respect to  FCPA.  The UK Bribery Act of 2010 went into  effect in 2011.  The Bribery Act is  ananti‐corruption law that applies to all companies with a nexus to the United Kingdom and whose scope is even broader than the FCPA. It is yet to be seen how the UK Bribery Act will be enforced, butany voluntary disclosures of FCPA violations may be shared with the UK authorities, thus potentially exposing companies to liability and potential penalties in multiple jurisdictions. Cigna has internalcontrol policies and procedures and has implemented training and compliance programs for its employees to deter prohibited practices. However, if Cigna’s employees or agents fail to comply withapplicable laws governing its international operations, the Company may face investigations, prosecutions and other legal proceedings and actions which could result in civil penalties, administrativeremedies and criminal sanctions. See the Risk Factors section beginning on page 33 for a discussion of the risks related to operating globally.

Employee Retirement Income Security ActCigna subsidiaries sell most of their products and services to sponsors of employee benefit plans that are governed by ERISA. As a result of Health Care Reform, Cigna subsidiaries are subject torequirements imposed by ERISA affecting claim and appeals procedures for individual insurance and insured and self‐insured group health plans and are expected to comply with these requirementson behalf of the dental, disability, life and accident plans they administer.
Medicare RegulationsSeveral Cigna subsidiaries, including those acquired in the HealthSpring transaction, engage in businesses that are subject to federal Medicare regulations such as:• those offering individual and group Medicare Advantage (HMO) coverage;• contractual arrangements with the federal government for the processing of certain Medicare claims and other administrative services; and• those offering Medicare Pharmacy (Part D) products that are subject to federal Medicare regulations.In Cigna’s Medicare Advantage business, the Company contracts with the Center for Medicare and Medicaid Services (“CMS”) to provide services to Medicare beneficiaries pursuant to the Medicareprogram. As a result, the Company’s right to obtain payment from CMS is subject to compliance with numerous and complex regulations and requirements that are frequently modified and subject toadministrative discretion. The marketing and sales activities (including those of third‐party brokers and agents) are also heavily regulated by CMS and other governmental agencies.Several Cigna subsidiaries are also subject to reporting requirements pursuant to Section 111 of the Medicare, Medicaid and SCHIP Extension Act of 2007.
Federal Audits of Government Sponsored Health Care ProgramsParticipation in government sponsored health care programs subjects Cigna to a variety of federal laws and regulations and risks associated with audits conducted under these programs. These auditsmay occur in years subsequent to Cigna providing the relevant services under audit. These risks may include reimbursement claims as well as potential fines and penalties. For example, the federalgovernment requires Medicare and Medicaid providers to file detailed cost reports for health care services provided. These reports may be audited in subsequent years. See “Health Care” in Section Dbeginning on page 4 of this Form 10‐K for additional information about Cigna’s participation in government health‐related programs.
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The Federal government has made investigating and prosecuting health care fraud and abuse a priority. Fraud and abuse prohibitions encompass a wide range of activities, including kickbacks forreferral of members, billing for unnecessary medical services, improper marketing, and violation of patient privacy rights. The regulations and contractual requirements in this area are complex andsubject to change and compliance will continue to require significant resources.
Health Insurance Portability and Accountability Act RegulationsThe federal Health Insurance Portability and Accountability Act of 1996 and its implementing regulations (“HIPAA”) impose requirements on health insurers, HMOs, health plans, health care providersand clearinghouses. Health insurers and HMOs are further subject to regulations related to guaranteed issuance (for groups with 50 or fewer lives), guaranteed renewal,  and portability of healthinsurance.HIPAA also imposes minimum standards for the privacy and security of protected health information (“PHI”). HIPAA’s privacy and security requirements were expanded by the Health InformationTechnology for Economic and Clinical Health Act (“HITECH”) which enhanced penalties for HIPAA violations and requires regulated entities to provide notification to various parties in the event of abreach of unsecured PHI. Regulations pursuant to HITECH continue to be promulgated and are monitored and implemented as they are finalized.HIPAA also established rules that standardize the format and content of certain electronic transactions, including, but not limited to, eligibility and claims. Federal regulations were issued requiringentities subject to HIPAA to update their transaction formats for electronic data interchange from HIPAA 4010 to version 5010 standards and convert from the ICD‐9 diagnosis and procedure codes tothe ICD‐10 diagnosis and procedure codes. The IDC‐10 conversion is required by October 1, 2013.
Other Confidentiality RequirementsThe federal Gramm‐Leach‐Bliley Act generally places restrictions on the disclosure of non‐public information to non‐affiliated third parties, and requires financial institutions, including insurers, toprovide customers with notice regarding how their non‐public personal information is used, including an opportunity to “opt out” of certain disclosures. State departments of insurance and certainfederal agencies adopted implementing regulations as required by federal law. A number of states have also adopted data security laws and/or regulations, regulating data security and/or requiringsecurity breach notification, which may apply to Cigna in certain circumstances.
Antitrust RegulationsCigna subsidiaries are also engaged in activities that may be scrutinized under federal and state antitrust laws and regulations. These activities include the administration of strategic alliances withcompetitors, information sharing with competitors and provider contracting.
Anti-Money Laundering RegulationsCertain Cigna products (“Covered Products” as defined in the Bank Secrecy Act) are subject to U.S. Department of the Treasury anti‐money laundering regulations. Cigna has implemented anti‐moneylaundering policies designed to ensure that its Covered Products are underwritten and sold in compliance with these regulations. Cigna may also be subject to anti‐money laundering laws in non‐U.S.jurisdictions where it operates.
Office of Foreign Assets ControlThe Company is also subject to regulation put forth by the Office of Foreign Assets Control (OFAC) of the U.S. Department of the Treasury which administers and enforces economic and trade sanctionsbased on U.S.  foreign policy and national  security  goals  against  targeted foreign countries  and regimes,  terrorists,  international  narcotics  traffickers,  those  engaged in  activities  related to  theproliferation of weapons of mass destruction, and other threats to the national security, foreign policy or economy of the United States. In addition, Cigna may be subject to similar regulations innon‐U.S. jurisdictions in which it operates.
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Investment-Related RegulationsDepending upon their nature, Cigna’s investment management activities are subject to U.S. federal securities laws, ERISA, and other federal and state laws governing investment related activities. Inmany cases, the investment management activities and investments of individual insurance companies are subject to regulation by multiple jurisdictions.

Cigna and its principal subsidiaries are not dependent on business from one or a few customers. No one customer accounted for 10% or more of Cigna’s consolidated revenues in 2011. Cigna and itsprincipal subsidiaries are not dependent on business from one or a few brokers or agents. In addition, Cigna’s insurance businesses are generally not committed to accept a fixed portion of the businesssubmitted by independent brokers and agents, and generally all such business is subject to its approval and acceptance.Cigna had approximately 31,400 employees as of December 31, 2011; 30,600 employees as of December 31, 2010; and 29,300 employees as of December 31, 2009.
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As a large company operating in a complex industry, Cigna encounters a variety of risks and uncertainties including those identified in this Risk Factor discussion and elsewhere in this report. Cigna hasimplemented and maintains enterprise‐wide risk management processes, in addition to the risk management processes within its businesses. The factors discussed below represent significant risksand uncertainties that could have a material adverse effect on Cigna’s business, liquidity, results of operations or financial condition. These risks and uncertainties are not the only ones Cigna faces.Additional risks and uncertainties not presently known to the Company or that it currently believes to be immaterial may also adversely affect Cigna.

Health Care Reform legislation, as well as potential additional changes in federal or state regulations could have a material adverse effect on
Cigna’s business, results of operations, financial condition and liquidity.In 2010, Health Care Reform was signed into law, which is resulting in significant changes to the current U.S. health care system. Health Care Reform mandates broad changes in the delivery of healthcare benefits that may impact the Company’s current business model, including its relationship with current and future customers, producers and health care providers, products, services, processesand technology. Health Care Reform includes, among other requirements, provisions for guaranteed coverage and renewal requirements, prohibitions on some annual and all lifetime limits on thedollar amount of benefits for essential health services, increased restrictions on rescinding coverage, minimum medical loss ratio and customer rebate requirements, a requirement to cover preventiveservices on a first dollar basis, and greater controls on premium rate increases for individual and small employer health insurance. It also provides for state insurance exchanges through which insurersand HMOs will, if qualified, be able to offer insured plans to individuals and small employers. In addition, the legislation imposes an excise tax on high‐cost employer‐sponsored coverage and annualfees on insurance companies and HMOs, which will generally not be deductible for income tax purposes and therefore may adversely impact the Company’s effective tax rate. It also limits the amount ofcompensation for executives of insurers that is tax deductible.Certain of the law’s provisions became effective during 2010 and 2011 and others will take effect from 2012 to 2018. Health Care Reform left many of the details of the new law to be set forth throughregulations. While federal agencies have published interim final regulations with respect to certain requirements, many issues remain uncertain, thus the full impact on the Company is not yet known.However, these changes could impact the Company significantly through:• potential disruption to the employer‐based market, which is currently the primary business model for the Company’s Health Care segment;• causing employers to drop health care coverage for their employees;• potential cost shifting in the health care delivery system to health insurance companies and HMOs;• regulating business practices;• imposing new or increasing taxes and financial assessments;• limitations on the ability to increase premiums to meet costs (including denial or delays in approval and implementation of those rates); and• significant reductions in the growth of Medicare program payments.Accordingly, Health Care Reform, other regulatory reform initiatives or additional changes in existing laws or regulations, or their interpretations, could have a material adverse effect on the Company’sbusiness, results of operations, financial condition and liquidity.The Medicare business acquired with HealthSpring presents additional risks for Cigna, as the Medicare program has been the subject of recent regulatory reform initiatives,  including Health CareReform. Because Medicare program premiums account for substantially all of the acquired business’s revenue, reductions or less than expected increases in funding for Medicare programs couldsignificantly reduce the Company’s profitability, and non‐renewal or termination of Medicare contracts would substantially impair the acquired business.There is considerable uncertainty about the future of Health Care Reform and it is difficult to predict the impact of Health Care Reform on the business due to the law’s complexity, lack of implementingregulations or interpretive guidance, gradual and potentially delayed implementation, pending court challenges, and possible amendment. In particular, there are currently constitutional challenges onseveral parts of Health Care Reform, including the obligation to purchase health care coverage. The U.S.  Supreme Court is scheduled to hear arguments on these constitutional challenges in lateMarch 2012. The upcoming 2012 U.S. presidential election may also have a significant impact on the future of Health Care Reform. Cigna is unable to predict how these events will develop and whatimpact they will have on Health Care Reform, and in turn, on Cigna.
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For additional information on Health Care Reform, see the “Business—Regulation” section beginning on page 26 of this Form 10‐K and the “Introduction” section of MD&A beginning on page 48 of thisForm 10‐K. See also the description of minimum medical loss ratio and customer rebate requirements in the “Business—D. Health Care—Funding Arrangements, Pricing, Reserves and Reinsurance”section beginning on page 4 of this Form 10‐K.
Cigna’s business is subject to substantial government regulation, which, along with new regulation, could increase its costs of doing business
and have a material adverse effect on its profitability.Cigna’s business is regulated at the international, federal, state and local levels. The laws and rules governing Cigna’s business and related interpretations are increasing in number and complexity, aresubject to frequent change and can be inconsistent or even conflict with each other. As a public company with global operations, Cigna is subject to the laws of multiple jurisdictions and the rules andregulations of various governing bodies, including those related to financial and other disclosures, corporate governance, privacy, data protection, labor and employment, consumer protection andanti‐corruption. Cigna must identify, assess and respond to new trends in the legislative and regulatory environments as well as effectively comply with the various existing regulations applicable to itsbusiness.  Existing or future laws and rules could force Cigna to  change how it does business,  restrict revenue and enrollment growth,  increase health care,  technology and administrative costs,including pension costs and capital requirements, require enhancements to the Company’s compliance infrastructure and internal controls environment, take other actions such as changing its reservelevels with respect to certain reinsurance contracts, change business practices in disability payments and increase Cigna’s liability in federal and state courts for coverage determinations, contractinterpretation and other actions.In addition, Cigna must obtain and maintain regulatory approvals to market many of its products, to increase prices for certain regulated products and to consummate some of its acquisitions anddivestitures. Delays in obtaining or failure to obtain or maintain these approvals could reduce the Company’s revenue or increase its costs. For further information on regulatory matters relating toCigna, see “Regulation” in Section J beginning on page 26 and “Legal Proceedings” in Item 3 beginning on page 44 of this Form 10‐K.
Cigna faces risks related to litigation, regulatory audits and investigations.Cigna is routinely involved in numerous claims, lawsuits, regulatory audits, investigations and other legal matters arising in the ordinary course of business, including that of administering and insuringemployee benefit programs. Legal matters include benefit claims, breach of contract actions, tort claims, disputes regarding reinsurance arrangements, employment and employment discrimination‐related suits, employee benefit claims, wage and hour claims, and intellectual property and real estate related disputes. In addition, Cigna incurs and likely will continue to incur liability for claimsrelated to its health care business, such as failure to pay for or provide health care, poor outcomes for care delivered or arranged, provider disputes, including disputes over compensation, and claimsrelated to self‐funded business. Also, there are currently, and may be in the future, attempts to bring class action lawsuits against the industry.Court decisions and legislative activity may increase Cigna’s exposure for any of these types of claims. In some cases, substantial non‐economic or punitive damages may be sought. Cigna currently hasinsurance coverage for some of these potential liabilities. Other potential liabilities may not be covered by insurance, insurers may dispute coverage or the amount of insurance may not be sufficient tocover the entire damages awarded. In addition, certain types of damages, such as punitive damages, may not be covered by insurance, and insurance coverage for all or certain forms of liability maybecome unavailable or prohibitively expensive in the future. It is possible that the resolution of one or more of the legal matters and claims described could result in losses material to Cigna’s results ofoperations, financial condition and liquidity.A description of material legal actions and other legal matters in which Cigna is currently involved is included under “Legal Proceedings” in Item 3 beginning on page 44, Note 23 to Cigna’s ConsolidatedFinancial Statements beginning on page 159 of this Form 10‐K and “Regulation” in Section J beginning on page 26. The outcome of litigation and other legal matters is always uncertain, and outcomesthat are not justified by the evidence or existing law can occur. Cigna believes that it has valid defenses to the legal matters pending against it and is defending itself vigorously.
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In addition,  there is  heightened review by federal  and state regulators of health care and group disability insurance industry business and reporting practices.  Cigna is  frequently the subject ofregulatory market conduct and other reviews, audits and investigations by state insurance and health and welfare departments, attorneys general, The Centers for Medicare and Medicaid Services(CMS) and, the Office of Inspector General (OIG). With respect to Cigna’s Medicare Advantage business, CMS and OIG perform audits to determine a health plan’s compliance with federal regulationsand contractual obligations, including compliance with proper coding practices (sometimes referred to as Risk Adjustment Data Validation Audits or RADV audits) and compliance with fraud and abuseenforcement practices through Recovery Audit Contractor (RAC) audits in which third‐party contractors conduct post‐payment reviews on a contingency fee basis to detect and correct improperpayments. These regulatory reviews could result in changes to or clarifications of Cigna’s business practices or retroactive adjustments to certain premiums, and also could result in significant fines,penalties, civil liabilities, criminal liabilities or other sanctions, which could have a material adverse effect on the Company’s business or results of operation.

Future performance of Cigna’s business will depend on the Company’s ability to execute on its strategic and operational initiatives effectively.The future performance of Cigna’s business will depend in large part on Cigna’s ability to effectively implement and execute its strategic and operational initiatives, which include: (1) repositioning theportfolio for growth in targeted geographies, product lines, buying segments and distribution channels; (2) improving its strategic and financial flexibility; and (3) pursuing additional opportunities inhigh‐growth markets with particular focus on individuals.Successful execution of these strategic and operational initiatives depends on a number of factors including:• differentiating Cigna’s products and services from those of its competitors by leveraging its health advocacy capabilities and other strengths in targeted markets, geographies and buyer segments;• developing and introducing new products or programs, particularly in response to government regulation and the increased focus on consumer directed products;• identifying and introducing the proper mix or integration of products that will be accepted by the marketplace;• attracting and retaining sufficient numbers of qualified employees;• effectively managing balance sheet exposures, including evaluating potential solutions for the Company’s run‐off reinsurance business and pension funding obligation;• improving medical cost competitiveness in targeted markets; and• reducing Cigna HealthCare’s medical operating expenses to achieve sustainable benefits.If these initiatives fail or are not executed effectively, it could harm the Company’s consolidated financial position and results of operations. For example, reducing operating expenses while maintainingthe necessary resources and the Company’s talent pool is important to the Company and, if not managed effectively, could have long‐term effects on the business such as failure to maintain or improvethe quality of its products and limiting its ability to retain or hire key personnel. In addition, in order to succeed, the Company must align its organization to its evolving strategy. Cigna must effectivelyintegrate its operations, including the most recent HealthSpring acquisition, actively work to ensure consistency throughout the organization, and promote a global mind‐set and a focus on individualcustomers. If the Company fails to do so, it may be unable to grow as planned, and the result of expansion may be unsatisfactory. Also, the current competitive, economic and regulatory environmentwill require Cigna’s organization to adapt rapidly and nimbly to new opportunities and challenges. The Company will be unable to do so if it does not make important decisions quickly, define itsappetite for risk specifically, implement new governance, managerial and organizational processes smoothly and communicate roles and responsibilities clearly.
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As a multi-national company, Cigna’s international operations face political, legal, operational, regulatory, economic and other risks that
present challenges and could negatively affect those operations or the Company’s long-term growth.Cigna’s growth strategy involves expanding its foreign operations and entering targeted new markets outside of the U.S. As a result, Cigna’s business is increasingly exposed to risks inherent in foreignoperations. These risks, which can vary substantially by market, include political, legal, operational, regulatory, economic and other risks, including government intervention and censorship that theCompany does not face in its U.S. operations. The global nature of Cigna’s business and operations presents challenges, including but not limited to those arising from:• varying regional and geopolitical business conditions and demands;• discriminatory regulation, nationalization or expropriation of assets;• price controls or other pricing issues and exchange controls or other restrictions that prevent it from transferring funds from these operations out of the countries in which it operates or convertinglocal currencies that Cigna International holds into U.S. dollars or other currencies;• foreign currency exchange rates and fluctuations that may have an impact on the future costs or on future sales and cash flows from the Company’s international operations, and any measures that itmay implement to reduce the effect of volatile currencies and other risks of its international operations may not be effective;• reliance on local sales forces for some of its operations in countries that may have labor problems and less flexible employee relationships, which can be difficult and expensive to terminate, orwhere changes in local regulation or law may disrupt the business operations;• risk associated with managing Cigna’s partner relationships in accordance with business objectives in countries where Cigna International voluntarily operates or is required to operate with localbusiness partners;• challenges associated with managing more geographically diverse operations and projects;• the need to provide sufficient levels of technical support in different locations;• political instability or acts of war, terrorism, natural disasters, pandemics in locations where Cigna operates; and• general economic and political conditions.These factors may increase in importance as Cigna continues to expand globally, and any one of these challenges could negatively affect the Company’s operations or its long‐term growth. Further,expansion into new markets may require considerable management time before any significant revenues and earnings are generated, which could divert management’s attention from other strategicactivities.International operations also  require the Company to  devote significant management resources to  implement its  controls  and systems in new markets,  to  comply with the U.S.  anti‐bribery andanti‐corruption as well as anti‐money laundering provisions and similar laws in local jurisdictions and to overcome logistical and other challenges based on differing languages, cultures and timezones. Violations of these laws and regulations could result in fines, criminal sanctions against the Company, its officers or employees, prohibitions on the conduct of its business, and reputationalharm. Cigna must regularly reassess the size, capability and location of its global infrastructure and make appropriate changes, and must have effective change management processes and internalcontrols in place to address changes in its business and operations. Cigna’s success depends, in part, on its ability to anticipate these risks and manage these difficulties, and the failure to do so couldhave a material adverse effect on Cigna’s business, results of operations, financial condition and long‐term growth.
Successful management of Cigna’s outsourcing projects and key vendors, including by taking steps to ensure that third parties who obtain
access to sensitive personal information maintain its confidentiality and security, is important to its business.To improve operating costs, productivity and efficiencies, Cigna outsources selected functions to third parties. Cigna takes steps to monitor and regulate the performance of independent third partieswho provide services or to whom the Company delegates selected functions. These third parties include information technology system providers, independent practice associations, call center andclaim service providers and various types of service providers.
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Arrangements with key vendors may make Cigna’s operations vulnerable if third parties fail to satisfy their obligations to the Company as a result of their performance, changes in their own operations,financial condition, or other matters outside of Cigna’s control, including their obligations to maintain and protect the security and confidentiality of the Company’s information and data. Even thoughits contracts with third‐party providers provide certain protection, the Company has limited control over their actions. Noncompliance with any privacy or security laws and regulations or any securitybreach involving one of its third‐party service providers could have a material adverse effect on its business, results of operations, financial condition and reputation. In addition, to the extent Cignaoutsources selected services or selected functions to third parties in foreign jurisdictions, the Company could be exposed to risks inherent in conducting business outside of the United States, includinginternational economic and political conditions, additional costs associated with complying with foreign laws and fluctuations in currency values.The expanding role of third party providers may also require changes to Cigna’s existing operations and the adoption of new procedures and processes for retaining and managing these providers, aswell as redistributing responsibilities as needed, in order to realize the potential productivity and operational efficiencies. Effective management, development and implementation of its outsourcingstrategies are important to Cigna’s business and strategy. If there are delays or difficulties in enhancing business processes or its third party providers do not perform as anticipated, Cigna may not fullyrealize on a timely basis the anticipated economic and other benefits of the outsourcing projects or other relationships it enters into with key vendors, which could result in substantial costs orregulatory compliance issues,  divert management’s attention from other strategic activities,  negatively affect employee morale or create other operational or financial problems for the Company.Terminating or transitioning arrangements with key vendors could result in additional costs and a risk of operational delays, potential errors and possible control issues as a result of the termination orduring the transition phase.
Acquisitions, including HealthSpring, involve risks, and the Company may not realize the expected benefits because of integration difficulties,
underperformance relative to Cigna’s expectations and other challenges.As part of the Company’s growth strategy, Cigna regularly considers strategic transactions, including acquisitions, with the expectation that these transactions will result in various benefits. Cigna’sability to achieve the anticipated benefits of acquisitions is subject to a number of uncertainties, including whether Cigna integrates its acquired companies in an efficient and effective manner, theperformance of the acquired businesses and general competitive factors in the marketplace. Failure to achieve these anticipated benefits could result in increased costs, decreases in expected revenues,goodwill impairment charges, and diversion of management’s time and energy.Most recently, in January 2012, Cigna acquired HealthSpring, an operator of Medicare Advantage coordinated care plans in 11 states and the District of Columbia. The success of the HealthSpringacquisition will depend on Cigna’s ability to integrate HealthSpring with its existing businesses and the performance of the acquired business. The integration process may be complex, costly andtime‐consuming. The potential difficulties of integrating the operations of HealthSpring include: implementing the Company’s business plan for the combined business; executing Cigna’s growth plansby leveraging its capabilities and those of the businesses being acquired in serving the Seniors segment; unanticipated issues in integrating logistics, information, communications and other systems;changes in applicable laws and regulations or conditions imposed by regulators; retaining key employees; operating risks inherent in HealthSpring’s business and Cigna’s business; retaining andgrowing  membership;  renewing  or successfully  rebidding  for contracts  with  CMS,  leveraging  the  information  technology  platform  of the  acquired  businesses;  and  unanticipated  issues,  costs,obligations and liabilities. If Cigna is unable to integrate the HealthSpring business successfully, or if the acquired business underperforms, it could have a material adverse effect on Cigna’s business,results of operations and financial condition.Effective internal controls are necessary for the Company to provide reliable and accurate financial reports and to mitigate the risk of fraud. The integration of acquired businesses is likely to result inCigna’s systems and controls becoming increasingly complex and more difficult to manage. Any difficulties in the assimilation of acquired businesses into the Company’s control system could cause it tofail to meet its financial reporting obligations. Ineffective internal controls could also cause investors to lose confidence in the Company’s reported financial information, which could have a negativeeffect on the trading price of Cigna’s stock and its access to capital.
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Cigna’s business depends on its ability to properly maintain the integrity of its data and the uninterrupted operation of its systems and
business functions, including information technology and other business systems.Cigna’s business depends on effective information systems and the integrity and timeliness of the data it uses to run its business. Cigna’s business strategy requires providing customers and health careprofessionals with Internet‐enabled products and information to meet their needs. Cigna’s ability to adequately price its products and services, establish reserves, provide effective and efficient serviceto its customers, and to timely and accurately report its financial results also depends significantly on the integrity of the data in its information systems. If the information Cigna relies upon to run itsbusinesses were found to be inaccurate or unreliable due to fraud or other error, or if Cigna (or the third‐party service parties it utilizes) were to fail to maintain information systems and data integrityeffectively,  the  Company could experience  difficulties  with,  among other things:  operational  disruptions  (which may impact customers  and health care professionals);  determining medical  costestimates and establishing appropriate pricing; retaining and attracting customers; and regulatory compliance.In addition, Cigna’s business is highly dependent upon its ability to perform, in an efficient and uninterrupted fashion, its necessary business functions, such as: claims processing and payment; internetsupport and customer call centers; and the processing of new and renewal business.Failure to comply with relevant regulations, a power outage, pandemic, or failure of one or more of informationtechnology, telecommunications or other systems could cause slower system response times resulting in claims not being processed as quickly as clients desire, decreased levels of client service andclient satisfaction, and harm to Cigna’s reputation. Because Cigna’s information technology and telecommunications systems interface with and depend on third‐party systems, Cigna could experienceservice denials if demand for such service exceeds capacity or a third‐party system fails or experiences an interruption. If sustained or repeated, such a business interruption, systems failure or servicedenial could result in a deterioration of Cigna’s ability to pay claims in a timely manner, provide customer service, write and process new and renewal business, or perform other necessary corporatefunctions, and could have a material adverse effect on Cigna’s business, results of operations and financial condition.Computer systems may be vulnerable to physical break‐ins, computer viruses, programming errors, attacks by third parties or similar disruptive problems. If a cybersecurity breach of Cigna’s computersystems or the computer systems of a third‐party service provider occurs, it could also interrupt Cigna’s operations and damage Cigna’s reputation. Cigna could also be subject to liability if sensitivecustomer information is misappropriated. Any publicized compromise of security could result in a loss of existing or new customers, increased operating expenses, financial losses, and additionallitigation or other claims, which could have a material adverse effect on Cigna’s business, results of operations and financial condition.
Effective investment in and execution of improvements in the Company’s information technology infrastructure and functionality are important
to its strategy and failure to do so may impede its ability to deliver the services required in the evolving marketplace at a competitive cost.Cigna’s information technology strategy and execution are critical to the continued success of the Company. Increasing regulatory and legislative mandated changes will place additional demands onCigna’s information technology infrastructure, which could have direct impact on available resources for projects more directly tied to strategic initiatives. The Company must continue to invest inlong‐term solutions that will enable it to anticipate customer needs and expectations, enhance the customer experience and act as a differentiator in the market. Cigna’s success is dependent, in largepart, on maintaining the effectiveness of existing technology systems and continuing to deliver and enhance technology systems that support the Company’s business processes in a cost‐efficient andresource‐efficient manner. Cigna also must develop new systems to meet current market standards and keep pace with continuing changes in information processing technology, evolving industry andregulatory standards and customer needs. Failure to do so may impede the Company’s ability to deliver services at a competitive cost. Furthermore, system development projects are long‐term innature, may be more costly than expected to complete and may not deliver the expected benefits upon completion.
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Effective prevention, detection and control systems are critical to maintain regulatory compliance and prevent fraud and failure of these
systems could adversely affect the Company.Failure of Cigna’s prevention, detection or control systems related to regulatory compliance or the failure of employees to comply with Cigna’s internal policies, including data systems security orunethical conduct by managers and employees, could adversely affect Cigna’s reputation and also expose it to litigation and other proceedings, fines and penalties. Federal and state governments havemade investigating and prosecuting health care and other insurance fraud and abuse a priority. Fraud and abuse prohibitions encompass a wide range of activities, including kickbacks for referral ofmembers, billing for unnecessary medical services, improper marketing, and violations of patient privacy rights. The regulations and contractual requirements applicable to the Company are complexand subject to  change.  In addition,  ongoing vigorous law enforcement,  a  highly technical  regulatory scheme and the Dodd‐Frank legislation and related regulations being adopted that enhanceregulators’ enforcement powers and whistleblower incentives and protections, mean that its compliance efforts in this area will continue to require significant resources.In addition, provider or member fraud that is not prevented or detected could impact Cigna’s medical costs or those of its self‐insured customers. Further, during an economic downturn, Cigna’ssegments, including Health Care, Disability and Life and International, may see increased fraudulent claims volume which may lead to additional costs because of an increase in disputed claims andlitigation.
Cigna’s pharmacy benefit management business is subject to a number of risks and uncertainties, in addition to those Cigna faces with its
health care business.Cigna’s pharmacy benefit management business is subject to federal and state regulation, including federal and state anti‐remuneration laws, ERISA, HIPAA and laws related to the operation of Internetand mail‐service pharmacies. Noncompliance with such regulations could have a material adverse effect on Cigna’s business, results of operations, financial condition and reputation.The Company’s pharmacy benefit management business would also be adversely affected by an inability to contract on favorable terms with pharmaceutical manufacturers and could suffer claims andreputational  harm in connection with purported errors  by Cigna’s  mail  order or retail  pharmacy businesses.  Disruptions  at any of the Company’s  pharmacy business  facilities  due to  failure  oftechnology or any other failure or disruption to these systems or to the infrastructure due to fire, electrical outage, natural disaster, acts of terrorism or some other catastrophic event could reduceCigna’s ability to process and dispense prescriptions and provide products and services to customers, which could have a material adverse effect on Cigna’s business, results of operations and financialcondition.
In operating its onsite clinics and medical facilities, the Company may be subject to additional liability, which could result in significant time
spent and expense and divert management’s attention from other strategic activities.The Company employs physicians, nurse practitioners, nurses and other health care professionals at onsite low acuity and primary care clinics it operates for the Company’s customers (as well ascertain clinics for Company employees). Through the recently acquired HealthSpring business, Cigna also operates LivingWell health centers and health care practices for its customers. In addition, theCompany owns and operates medical facilities in the Phoenix, Arizona metropolitan area, including multispecialty health care centers, outpatient surgery and urgent care centers, low acuity clinics,laboratory, pharmacy and other operations that employ primary care as well as specialty care physicians and other types of health care professionals. As a direct employer of health care professionalsand as an operator of primary and low‐acuity care clinics and other types of medical facilities, the Company is subject to liability for negligent acts, omissions, or injuries occurring at one of its clinics orcaused by one of its employees. Even if any claims brought against the Company were unsuccessful or without merit, it would have to defend against such claims. The defense of any actions may betime‐consuming and costly, and may distract management. As a result, Cigna may incur significant expenses which could have a material adverse effect on Cigna’s business, results of operations andfinancial condition.
Cigna faces competitive pressure, particularly price competition, which could result in premiums which are insufficient to cover the cost of the
health care services delivered to its members and inadequate medical claims reserves.While health plans compete on the basis of many factors, including service quality of clinical resources, claims administration services and medical management programs, and quality, sufficiency andcost effectiveness of health care professional network relationships, Cigna expects that price will continue to be a significant basis of competition. Cigna’s customer contracts are subject to negotiationas customers seek to contain their costs,  and customers may elect to reduce benefits in order to constrain increases in their benefit costs. Such an election may result in lower premiums for theCompany’s products, and even though it may also reduce Cigna’s costs, it could still adversely affect Cigna’s financial results. Alternatively, the Company’s customers may purchase different types ofproducts that are less profitable, or move to a competitor to obtain more favorable premiums.
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Factors such as business consolidations,  strategic alliances,  legislative reform and marketing practices create pressure to  contain premium price increases,  despite increasing medical  costs.  Forexample, the Gramm‐Leach‐Bliley Act gives banks and other financial institutions the ability to be affiliated with insurance companies, which may lead to new competitors with significant financialresources in the insurance and health benefits fields. The Company’s product margins and growth depend, in part, on its ability to compete effectively in its markets, set rates appropriately in highlycompetitive markets to keep or increase its market share, increase membership as planned, and avoid losing accounts with favorable medical cost experience while retaining or increasing membershipin accounts with unfavorable medical cost experience.Cigna’s profitability depends, in part, on its ability to accurately predict and control future health care costs through underwriting criteria, provider contracting, utilization management and productdesign. Premiums in the health care business are generally fixed for one‐year periods. Accordingly, future cost increases in excess of medical cost projections reflected in pricing cannot generally berecovered in the current contract year through higher premiums. Although Cigna bases the premiums it charges on its estimate of future health care costs over the fixed premium period, actual costsmay exceed what was estimated and reflected in premiums. Factors that may cause actual costs to exceed premiums include: medical cost inflation; higher than expected utilization of medical services;the introduction of new or costly treatments and technology; and membership mix.Cigna records medical claims reserves for estimated future payments.  The Company continually reviews estimates of future payments relating to medical claims costs for services incurred in thecurrent and prior periods and makes necessary adjustments to its reserves. However, actual health care costs may exceed what was estimated.
Cigna’s equity hedge program for its guaranteed minimum death benefits (“GMDB”) or guaranteed minimum income benefits (“GMIB”)
contracts could fail to reduce the risk of stock market declines.As part of its Run‐off Reinsurance business, Cigna reinsured a guaranteed minimum death benefit and in some cases, a guaranteed minimum income benefit, under certain variable annuities issued byother insurance companies. Cigna maintains a hedge program to reduce equity market risks related to these contracts by selling domestic and foreign‐denominated exchange‐traded futures contracts.The purpose of the equity hedge program is to reduce the adverse effects of potential future domestic and international stock market declines on Cigna’s liabilities for these contracts.  Under theprogram, increases in liabilities under the annuity contracts from a declining equity market are offset by gains on the futures contracts. However, the program will not perfectly offset the change in theliability in part because the market does not offer futures contracts that exactly match the diverse mix of equity fund investments held by contractholders. The impact of this mismatch may be higher inperiods of significant volatility and may result in higher losses to the Company. In addition, the number of futures contracts used in the program is adjusted only when certain tolerances are exceededand in periods of highly volatile equity markets when actual volatility exceeds the expected volatility assumed in the liability calculation,  losses will result.  Further, Cigna could have difficulty inentering into appropriate futures contracts. See “Run‐off Reinsurance” in Section G beginning on page 21 of this Form 10‐K and Note 6 to Cigna’s Consolidated Financial Statements beginning onpage 114, respectively of this Form 10‐K for more information on this program.
Actual experience could differ significantly from Cigna’s assumptions used in estimating Cigna’s liabilities for reinsurance contracts covering
GMDB and GMIB.Cigna estimates reserves for GMDB and GMIB exposures based on assumptions regarding lapse, partial surrender, mortality, interest rates, volatility, reinsurance recoverables, and, for minimum incomebenefit exposures,  annuity income election rates.  These estimates  are currently based on Cigna’s  experience and future expectations.  Cigna monitors  actual  experience  to  update  these  reserveestimates as necessary. Cigna regularly evaluates the assumptions used in establishing reserves and changes its estimates if actual experience or other evidence suggests that earlier assumptionsshould be revised. There is a risk that Cigna’s estimated reserves are not sufficient to cover actual experience, which could have a material adverse effect on its results of operations and financialcondition. In addition, the Company could have losses attributable to its inability to recover amounts from retrocessionaires. See Notes 6 and 10 to Cigna’s Consolidated Financial Statements beginningon pages 114 and 125, respectively of this Form 10‐K, for more information on assumptions used for the Company’s guaranteed minimum death benefit and minimum income benefit exposures.
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Significant stock market declines could result in larger net liabilities for GMDB contracts or for GMIB contracts, the recognition of additional
pension obligations, increased funding for those obligations, and increased pension plan expenses.If a contract holder withdraws substantially all of its mutual fund investments from a GMDB contract (“partial surrender”), the liability increases reflecting the lower assumed future premiums, thelower likelihood of lapsation, and the lower likelihood of account values recovering sufficiently to reduce death benefit exposure in future periods. These effects are not covered by the Company’sequity hedge program. The Company calculates a provision for expected future partial surrenders as part of the liability for GMDB contracts. When equity markets decline, the provision for expectedfuture partial surrenders increases, because contract holders have more of a financial incentive to perform a partial surrender. In these circumstances, there is no corresponding offset from the GMDBequity hedge program.When equity markets decline, the claim amounts that the Company expects to pay out for the GMIB business increases, which results in increased net liabilities and related losses. These increases areonly partially offset from the GMIB equity hedge program.In addition, Cigna currently has unfunded obligations in its frozen pension plans. A significant decline in the value of the plan’s equity and fixed income investments or unfavorable changes in applicablelaws or regulations could materially increase Cigna’s expenses and change the timing and amount of required plan funding, which could reduce the cash available to Cigna, including its subsidiaries. SeeNote 9 to Cigna’s Consolidated Financial Statements beginning on page 120 of this Form 10‐K for more information on the Company’s obligations under the pension plan.
Significant changes in market interest rates affect the value of Cigna’s financial instruments that promise a fixed return or benefit and the
value of particular assets and liabilities.As an insurer, Cigna has substantial investment assets that support insurance and contractholder deposit liabilities. Generally low levels of interest rates on investments, such as those experienced inUnited States financial markets during recent years, have negatively impacted the level of investment income earned by the Company in recent periods, and such lower levels of investment incomewould continue if these lower interest rates were to continue.Substantially all of the Company’s investment assets are in fixed interest‐yielding debt securities of varying maturities, fixed redeemable preferred securities and commercial mortgage loans. The valueof these investment assets can fluctuate significantly with changes in market conditions. A rise in interest rates could reduce the value of the Company’s investment portfolio and increase interestexpense if Cigna were to access its available lines of credit.The Company is also exposed to interest rate and equity risk associated with the Company’s pension and other post‐retirement obligations. Sustained declines in interest rates could have an adverseimpact on the funded status of the Company’s pension plans and the Company’s reinvestment yield on new investments.Changes in interest rates may also impact the discount rate and expected long‐term rate of return assumptions associated with the Company’s GMDB liabilities. Significant, sustained declines in interestrates could cause the Company to reduce these long‐term assumptions, resulting in increased liabilities.In addition, changes in interest rates impact the assumed market returns and the discount rate used in the fair value calculations for the Company’s liabilities for GMIB. Significant interest rate declinescould significantly increase the Company’s liabilities for these contracts.As the 7‐year Treasury rate (claim interest rate) declines, the claim amounts that the Company expects to pay out for the GMIB business increases. For a subset of the business, there is a contractuallyguaranteed floor of 3% for the claim interest rate. Significant interest rate declines could significantly increase the Company’s net liabilities for GMIB contracts because of increased exposures.
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A downgrade in the financial strength ratings of Cigna’s insurance subsidiaries could adversely affect new sales and retention of current
business, and a downgrade in Cigna’s debt ratings would increase the cost of borrowed funds and affect ability to access capital.Financial strength, claims paying ability and debt ratings by recognized rating organizations are an important factor in establishing the competitive position of insurance companies and health benefitscompanies. Ratings information by nationally recognized ratings agencies is broadly disseminated and generally used throughout the industry. Cigna believes the claims paying ability and financialstrength ratings of its principal insurance subsidiaries are an important factor in marketing its products to certain of Cigna’s customers. In addition, Cigna Corporation’s debt ratings impact both thecost and availability of future borrowings, and accordingly, its cost of capital. Each of the rating agencies reviews Cigna’s ratings periodically and there can be no assurance that current ratings will bemaintained in the future. In addition, a downgrade of these ratings could make it more difficult to raise capital and to support business growth at Cigna’s insurance subsidiaries.Insurance ratings represent the opinions of the rating agencies on the financial strength of a company and its capacity to meet the obligations of insurance policies. The principal agencies that rateCigna’s insurance subsidiaries characterize their insurance rating scales as follows:• A.M. Best Company, Inc. (“A.M. Best”), A++ to S (“Superior” to “Suspended”);• Moody’s Investors Service (“Moody’s”), Aaa to C (“Exceptional” to “Lowest”);• Standard & Poor’s Corp. (“S&P”), AAA to R (“Extremely Strong” to “Regulatory Action”); and• Fitch, Inc. (“Fitch”), AAA to D (“Exceptionally Strong” to “Order of Liquidation”).As of February 23, 2012, the insurance financial strength ratings were as follows for the Cigna subsidiaries, CGLIC and Life Insurance Company of North America (“LINA”):

 CGLIC
Insurance Ratings (1)

LINA
Insurance Ratings (1)A.M. Best A(“Excellent,” 3rd of 16) A(“Excellent,” 3rd of 16)Moody’s A2(“Good,” 6th of 21) A2(“Good,” 6th of 21)S&P A(“Strong,” 6th of 21) (Not Rated)Fitch A(“Strong,” 6th of 24) A(“Strong,” 6th of 24)

(1) Includes the rating assigned, the agency’s characterization of the rating and the position of the rating in the agency’s rating scale (e.g., CGLIC’s rating by A.M. Best is the 3rd highest
rating awarded in its scale of 16).
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Global market, economic and geopolitical conditions may cause fluctuations in equity market prices, interest rates and credit spreads, which
could impact the Company’s ability to raise or deploy capital as well as affect the Company’s overall liquidity.If the equity markets and credit market experience extreme volatility and disruption, there could be downward pressure on stock prices and credit capacity for certain issuers without regard to thoseissuers’ underlying financial strength. Extreme disruption in the credit markets could adversely impact the Company’s availability and cost of credit in the future. In addition, unpredictable or unstablemarket conditions or continued pressure in the global or U.S. economy could result in reduced opportunities to find suitable opportunities to raise capital.In November 2011, Cigna issued $2.1 billion in aggregate principal amount of senior notes to finance part of the cost for the HealthSpring acquisition, which increased the Company’s long‐term debt to$5.0 billion as of December 31, 2011. Cigna’s increased debt obligations could make the Company more vulnerable to general adverse economic and industry conditions and require the Company todedicate increased cash flow from operations to the payment of principal and interest on its debt,  thereby reducing the funds it has available for other purposes, such as investments in ongoingbusinesses, acquisitions, dividends and stock repurchases. In these circumstances, the Company’s ability to execute on its strategy may be limited, its flexibility in planning for or reacting to changes inits business and market conditions may be reduced, or its access to capital markets may be limited such that additional capital may not be available or may only be available on unfavorable terms.
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None.

Cigna’s global real estate portfolio consists of approximately 7.1 million square feet of owned and leased properties. Our domestic portfolio has approximately 5.9 million square feet in 37 states, theDistrict of Columbia, and Puerto Rico. Our International properties contain approximately 1.2 million square feet located throughout the following countries: Belgium, Canada, China, France, Germany,Hong Kong, Indonesia, Ireland, Italy, Netherlands, New Zealand, Portugal, Singapore, South Korea, Spain, Sweden, Switzerland, Taiwan, Thailand, Turkey, United Arab Emirates, United Kingdom, andVietnam.Our principal, domestic office locations, including various support operations, along with Disability and Life Insurance, Health Services, Core Medical and Service Operations and the domestic office ofCigna International are the Wilde Building located at 900 Cottage Grove Road in Bloomfield, Connecticut (Cigna’s corporate headquarters) and Two Liberty Place located at 1601 Chestnut Street inPhiladelphia, Pennsylvania. The Wilde Building, measuring approximately 833,000 square feet is owned, while Two Liberty Place measuring approximately 462,000 square feet is leased office space.Cigna believes its properties are adequate and suitable for its business as presently conducted. The foregoing does not include information on investment properties.

The information contained under “Litigation and Other Legal Matters” in Note 23 to Cigna’s Financial Statements beginning on page 159 of this Form 10‐K, is incorporated herein by reference.

Not applicable.
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All officers are elected to serve for a one‐year term or until their successors are elected. Principal occupations and employment during the past five years are listed below.WILLIAM L. ATWELL, 61, President, Cigna International beginning September 2008; and Managing Director of Atwell and Associates, LLC from January 2006 until August 2008.MARK BOXER, 52, Executive Vice President and Chief Information Officer of Cigna beginning April 2011; Deputy Chief Information Officer, Xerox Corporation and Group President, Government HealthCare for Xerox Corporation/Affiliated Computer Services from March 2009 until April 2011; and Executive Vice President and President of Wellpoint, Inc.’s Operations, Technology and GovernmentServices unit, as well as other senior management roles at WellPoint, Inc., from November 2000 until November 2008.DAVID M. CORDANI, 46, Chief Executive Officer of Cigna beginning December 2009; President of Cigna beginning June 2008; Chief Operating Officer of Cigna from June 2008 until December 2009;President of Cigna HealthCare from July 2005 until June 2008; and a Director of Cigna since October 2009.HERBERT  A.  FRITCH,  60,  President,  HealthSpring  beginning  January  2012;  Chairman  of  the  Board  and  Chief  Executive  Officer of  HealthSpring,  Inc.  and  its  predecessor,  NewQuest,  LLC,  fromcommencement of operations in September 2000 until HealthSpring was acquired by Cigna in January 2012; also served as President of HealthSpring, Inc. from September 2000 until October 2008.DAVID D. GUILMETTE, 50, President, National, Pharmacy and Product beginning November 2011; President, National Segment beginning February 2010; and Managing Director of Towers Perrin GlobalHealth & Welfare from January 2005 until January 2010.NICOLE S. JONES, 41, Executive Vice President and General Counsel beginning June 2011; Senior Vice President and General Counsel of Lincoln Financial Group from May 2010 until June 2011; VicePresident  and  Deputy  General  Counsel  of Cigna  from  April  2008  until  May  2010;  Vice  President  and  Chief Counsel  of Domestic  Health  Service,  Securities  and  Investment  Law  of Cigna  fromSeptember 2006 until April 2008; and Corporate Secretary of Cigna from September 2006 until April 2010.MATTHEW G. MANDERS, 50, President, Regional and Operations beginning November 2011; President, U.S. Service, Clinical and Specialty beginning January 2010; President of Cigna HealthCare, TotalHealth, Productivity, Network & Middle Market from June 2009 until January 2010; and Customer Segments from July 2006 until June 2009.JOHN M. MURABITO, 53, Executive Vice President, Human Resources and Services of Cigna beginning August 2003.RALPH J. NICOLETTI, 54, Executive Vice President and Chief Financial Officer of Cigna beginning June 2011; Executive Vice President and Chief Financial Officer of Alberto‐Culver, Inc. from August 2009until  May 2011;  Senior Vice President and Chief Financial Officer of Alberto‐Culver,  Inc.  from February 2007 until  August 2009;  Senior Vice President,  Corporate Audit,  of Kraft Foods,  Inc.  fromMarch 2006 until February 2007; and Senior Vice President of Finance of Kraft Foods North America from May 2001 until March 2006.
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The information under the caption “Quarterly Financial Data‐Stock and Dividend Data” appears on page 166 and the number of shareholders of record as of December 31, 2011 appears under thecaption “Highlights” on page 47 of this Form 10‐K. Cigna’s common stock is listed with, and trades on, the New York Stock Exchange under the symbol “CI”.

The following table provides information about Cigna’s share repurchase activity for the quarter ended December 31, 2011:
Period

Total # of shares
purchased (1)

Average price paid
per share

Total # of shares purchased as
part of

publicly announced program (2)

Approximate dollar value of shares
that may yet be purchased as part
of publicly announced program (3)October 1‐31, 2011 0 N/A 0 $ 522,328,439November 1‐30, 2011 12,829 $ 42.39 0 $ 522,328,439December 1‐31, 2011 670 $ 43.34 0 $ 522,328,439

TOTAL 13,499 $ 42.44 0  N/A

(1) Includes shares tendered by employees as payment of taxes withheld on the exercise of stock options and the vesting of restricted stock granted under the Company’s equity
compensation plans. Employees tendered 12,829 shares in November and 670 shares in December 2011.
(2) Cigna has had a repurchase program for many years, and has had varying levels of repurchase authority and activity under this program. The program has no expiration date. Cigna
suspends activity under this program from time to time and also removes such suspensions, generally without public announcement. Through February 23, 2012, the Company had
repurchased approximately 5.3 million shares for approximately $225 million. Remaining authorization under the program was approximately $522 million as of December 31, 2011 and
February 23, 2012.
(3) Approximate dollar value of shares is as of the last date of the applicable month.
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(Dollars in millions, except per share amounts) 2011 2010 2009 2008 2007

RevenuesPremiums and fees and other revenues $ 19,343 $ 18,653 $ 16,161 $ 17,004 $ 15,376Net investment income 1,146 1,105 1,014 1,063 1,114Mail order pharmacy revenues 1,447 1,420 1,282 1,204 1,118Realized investment gains (losses) 62 75 (43) (170) 16
TOTAL REVENUES $ 21,998 $ 21,253 $ 18,414 $ 19,101 $ 17,624

Results of Operations:Health Care $ 991 $ 861 $ 731 $ 664 $ 679Disability and Life 287 291 284 273 254International 286 243 183 182 176Run‐off Reinsurance (183) 26 185 (646) (11)Other Operations 89 85 86 87 109Corporate (184) (211) (142) (162) (97)Realized investment gains (losses), net of taxes andnoncontrolling interest 41 50 (26) (110) 10Shareholders’ income from continuing operations 1,327 1,345 1,301 288 1,120Income from continuing operations attributable tononcontrolling interest 1 4 3 2 3Income from continuing operations 1,328 1,349 1,304 290 1,123Income (loss) from discontinued operations, net oftaxes ‐ ‐ 1 4 (5)
NET INCOME $ 1,328 $ 1,349 $ 1,305 $ 294 $ 1,118

Shareholders’ income per share from continuing
operations:Basic $ 4.90 $ 4.93 $ 4.75 $ 1.04 $ 3.91Diluted $ 4.84 $ 4.89 $ 4.73 $ 1.03 $ 3.86Shareholders’ net income per share:Basic $ 4.90 $ 4.93 $ 4.75 $ 1.05 $ 3.89Diluted $ 4.84 $ 4.89 $ 4.73 $ 1.05 $ 3.84Common dividends declared per share $ 0.04 $ 0.04 $ 0.04 $ 0.04 $ 0.04Total assets $ 51,047 $ 45,682 $ 43,013 $ 41,406 $ 40,065Long‐term debt $ 4,990 $ 2,288 $ 2,436 $ 2,090 $ 1,790Shareholders’ equity $ 8,344 $ 6,645 $ 5,417 $ 3,592 $ 4,748Per share $ 29.22 $ 24.44 $ 19.75 $ 13.25 $ 16.98Common shares outstanding (in thousands) 285,533 271,880 274,257 271,036 279,588Shareholders of record 8,178 8,568 8,888 9,014 8,696Employees 31,400 30,600 29,300 30,300 26,600
Beginning in 2010, the Company began reporting the expense associated with its frozen pension plans in Corporate. Prior periods were not restated. The effect on prior periods was not
material.
In 2008, the Company recorded significant charges related to the guaranteed minimum income benefits and guaranteed minimum death benefits businesses as well as an after-tax
litigation charge of $52 million in Corporate related to the Cigna pension plan.
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Cigna Corporation is a holding company and is not an insurance company. Its subsidiaries conduct various businesses, that are described in this Annual Report on Form 10‐K for the fiscal year endedDecember 31, 2011 (“Form 10‐K”). As used in this document, “Cigna” and the “Company” may refer to Cigna Corporation itself, one or more of its subsidiaries, or Cigna Corporation and its consolidatedsubsidiaries.Cigna is a global health services organization with insurance subsidiaries that are major providers of medical, dental, disability, life and accident insurance and related products and services. In the U.S.,the majority of these products and services are offered through employers and other groups (e.g. unions and associations) and, in selected international markets, Cigna offers supplemental health, lifeand accident insurance products and international health care coverage and services to businesses, governmental and non‐governmental organizations and individuals.  In addition to its ongoingoperations described above, the Company also has certain run‐off operations, including a Run‐off Reinsurance segment.In this filing and in other marketplace communications, the Company makes certain forward‐looking statements relating to its financial condition and results of operations, as well as to trends andassumptions that may affect the Company. Generally, forward‐looking statements can be identified through the use of predictive words (e.g. “Outlook for 2012”). Actual results may differ from theCompany’s predictions. Some factors that could cause results to differ are discussed throughout Management’s Discussion and Analysis (“MD&A”), including in the Cautionary Statement beginning onpage 92. The forward‐looking statements contained in this filing represent management’s current estimate as of the date of this filing. Management does not assume any obligation to update theseestimates.The following discussion addresses the financial condition of the Company as of December 31, 2011, compared with December 31, 2010, and a comparison of results of operations for the years endedDecember 31, 2011, 2010 and 2009.Unless otherwise indicated, financial information in the MD&A is presented in accordance with accounting principles generally accepted in the United States (“GAAP”). Certain reclassifications havebeen made to prior period amounts to conform to the presentation of 2011 amounts. See Note 2 to the Consolidated Financial Statements for additional information.
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Summarized below are the key highlights for 2011. For additional information, see the remaining sections of this MD&A, which discuss both consolidated and segment results in more detail.
(Dollars in millions) 2011 2010 2009Revenues $ 21,998 $ 21,253 $ 18,414Medical membership (in thousands) (1) 12,680 12,473 11,669Shareholders’ income from continuing operations $ 1,327 $ 1,345 $ 1,301Adjusted income from operations (2) $ 1,428 $ 1,277 $ 1,097Cash flows from operating activities $ 1,491 $ 1,743 $ 745Shareholders’ equity $ 8,344 $ 6,645 $ 5,417
(1) Includes medical members of the Company’s Health Care segment as well as the International health care business, including global health benefits.
(2) For a definition of adjusted income from operations, see the “Consolidated Results of Operations” section of this MD&A beginning on page 54.

• Revenues  rose  4% in 2011,  reflecting solid  growth in the  Company’s  strategically targeted domestic  and international  customer segments  of its  ongoing health  care,  disability  and life,  andinternational businesses. In addition, the increase in revenue reflects the effect of the programs to hedge equity and growth interest rate exposures in the run‐off reinsurance operations. See theRun‐off Reinsurance section of this MD&A beginning on page 72 for additional information. These increases were partially offset by the exit from certain non‐strategic markets, primarily the MedicareAdvantage Individual Private Fee For Service (“Medicare IPFFS”) business.• Medical membership increased 2%, reflecting growth in targeted markets, primarily the middle and select market segments domestically as well as growth in the global health benefits business.These increases were partially offset by exits from certain non‐strategic markets, primarily Medicare IPFFS.• Shareholders’ income from continuing operations decreased 1% in 2011, reflecting higher losses in the GMIB business substantially offset by higher overall earnings from the Company’s ongoingbusinesses.• Adjusted income from operations increased 12% in 2011, continuing to demonstrate the value of the Company’s diversified portfolio of businesses, resulting in strong earnings contributions fromeach of the Company’s ongoing businesses. These results were achieved primarily as a result of continued growth, effective execution of the Company’s business strategy and low medical servicesutilization trend in the health care business.• Cash flows from operating activities in 2011 reflected the strong earnings contributions from the ongoing businesses, partially offset by pension plan contributions and claim run‐out from theMedicare IPFFS business.
During 2011, the Company entered into several transactions to strengthen its liquidity and financial condition as well as to strategically deploy its capital as follows:• entered into an agreement to acquire HealthSpring, Inc. (“HealthSpring”) for approximately $3.8 billion in cash and Cigna stock awards. The transaction closed on January 31, 2012;• the HealthSpring acquisition was financed in part by the issuance of $2.1 billion of debt and 15.2 million shares of common stock for $650 million ($629 million, net of underwriting discount andfees) in the fourth quarter of 2011. As a result of these transactions, cash at the parent company was approximately $3.8 billion at December 31, 2011;• acquired FirstAssist for approximately $115 million in the fourth quarter of 2011;• contributed $250 million to its domestic qualified pension plans;• repurchased 5.3 million shares of stock for $225 million; and• entered into a new five‐year revolving credit and letter of credit agreement for $1.5 billion, that permits up to $500 million to be used for letters of credit. The credit agreement includes options toincrease the commitment amount to $2.0 billion and to extend the term past June 2016.
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Shareholders’ equity increased substantially during 2011, reflecting strong shareholders’ net income, increased invested asset values (primarily fixed maturities) reflecting lower market yields (largelydue to  lower interest rates),  and the impact of the fourth quarter common stock issuance.  Those favorable items were partially offset by the unfavorable effects  of the pension plan liability onshareholders’ equity due to a 100 basis point decline in the discount rate and lower than expected asset returns.
Cigna’s mission is to improve the health, well‐being and sense of security of the individuals it serves around the world. Key to our mission and strategy is our customer‐centric approach; we seek toengage our U.S.‐based and global customers in maintaining and improving their health,  well‐being and sense of security by offering effective,  easy‐to‐understand insurance,  health and wellnessproducts and programs that meet their unique individual needs. We do this by providing access to relevant information to ensure informed buying decisions, partnering with physicians and careproviders in the U.S. and around the world, and delivering a highly personalized customer experience. This approach aims to deliver high quality care at lower costs for each of our stakeholders:individuals, employers and government payors.Cigna’s long‐term growth strategy is based on: (1) repositioning the portfolio for growth in targeted geographies, product lines, buying segments and distribution channels; (2) improving its strategicand financial flexibility; and (3) pursuing additional opportunities in high‐growth markets with particular focus on individuals.Our mission is carried out through our enterprise growth strategy, which has the following three tenets:• GO DEEP: Cigna seeks to drive scale by increasing presence and brand strength in key geographic areas, growing in targeted segments or capabilities, and deepening its relationships with currentcustomers.• GO GLOBAL: Cigna delivers a range of differentiated products and superior service to meet the distinct needs of a growing global middle class and a globally mobile workforce through expansion inexisting international markets as well as extension of the Company’s business model to new geographic areas.• GO INDIVIDUAL: Cigna strives to establish a deep understanding of its customers’ unique needs and to be a highly customer‐centric organization through simplifying the buying process by providingchoice, transparency of information, and a personalized customer experience. The Company’s goal is to build long‐term relationships with each of the individuals it serves and meet their needsthroughout the stages of their lives.Cigna is also focused on improving its strategic and financial flexibility by driving further cost reductions in its Health Care operating expenses, improving its medical cost competiveness in targetedmarkets and effectively managing balance sheet exposures. For further discussion of the Company’s actions to manage its balance sheet exposures, see the section on “Run‐off Operations” discussedbelow.Key to the Company’s strategy is effectively deploying capital in pursuing additional opportunities in high‐growth markets. Consistent with this objective, Cigna achieved a significant milestone with theacquisition of HealthSpring, Inc. in January 2012. HealthSpring, a leading provider of medical benefits to the 65+ population through the Medicare Advantage program, strengthens Cigna’s ability toserve individuals across their life stages as well as deepens Cigna’s presence in a number of geographic markets. The addition of HealthSpring brings industry leading physician partnership capabilitiesand creates the opportunity to deepen Cigna’s existing client and customer relationships, as well as facilitates a broader deployment of Cigna’s range of health and wellness capabilities and productofferings.For additional information on the Company’s business strategy, see the “Strategy” section of this Form 10‐K beginning on page 2.The Company’s ability to increase revenue, shareholders’ net income and operating cash flows from ongoing operations is directly related to progress in executing its strategy as well as other keyfactors, including the Company’s ability to:• profitably price products and services at competitive levels that reflect emerging experience;• effectively underwrite its product offerings and manage risk;• cross sell its various health and related benefit products;• invest available cash at attractive rates of return for appropriate durations; and• effectively deploy capital.
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In addition to the Company‐specific factors cited above, overall results are influenced by a range of economic and other factors, especially:• cost trends and inflation for medical and related services;• utilization patterns of medical and other services;• employment levels;• the tort liability system;• developments in the political environment both domestically and internationally, including U.S. Health Care Reform;• interest rates, equity market returns, foreign currency fluctuations and credit market volatility, including the availability and cost of credit in the future; and• federal, state and international regulation.The Company regularly monitors the trends impacting operating results from the above mentioned key factors to appropriately respond to economic and other factors affecting its operations, both inits ongoing and run‐off operations.
Run-off OperationsThe Company’s run‐off reinsurance operations have significant exposures, primarily from its guaranteed minimum death benefits (“GMDB”, also known as “VADBe”) and guaranteed minimum incomebenefits  (“GMIB”)  products.  As  part  of its  strategy to  effectively manage  these  exposures,  the  Company operates  an equity hedge program to  substantially reduce  the  impact  of equity marketmovements on the liability for the GMDB business. In February 2011, the Company implemented additional hedges designed to offset a portion of the equity market risk for GMIB contracts and aportion of the interest rate risks related to GMDB and GMIB contracts. The Company actively monitors the performance of and will continue to evaluate further adjustments for these hedging programs.These products are also influenced by a range of economic and behavioral factors that were not hedged or only partially hedged as of December 31, 2011, including:• a portion of equity market risk for GMIB contracts;• a portion of interest rate risks;• future partial surrender impacts for GMDB contracts, including equity market risk and election rates;• annuity election rates for GMIB contracts;• mortality and lapse rates; and• the collection of amounts recoverable from retrocessionaires.In order to manage these factors, the Company• actively studies policyholder behavior experience and adjusts future expectations based on the results of the studies, as warranted;• actively monitors the hedging programs and will continue to evaluate further adjustments to the hedging programs;• performs regular audits of ceding companies to ensure compliance with agreements as well as to help maximize the collection of receivables from retrocessionaires; and• monitors the financial strength and credit standing of its retrocessionaires and establishes or collects collateral when warranted.In the first quarter of 2011, the Company contributed $150 million to its subsidiary, Cigna Arbor Life Insurance Company (“Arbor”). With the impact of declining interest rates during 2011, Arbor’sstatutory surplus at December 31, 2011 was approximately $275 million, which remains in excess of minimum risk‐based capital requirements and the Company’s internal guidelines.
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In the first quarter of 2010, the Patient Protection and Affordable Care Act and the Health Care and Education Reconciliation Act (“Health Care Reform”) were signed into law. Certain of the law’sprovisions that affected the Company became effective during 2010 and 2011 and others will take effect from 2012 to 2018.Commercial minimum medical loss ratio requirements became effective in January 2011, requiring payment of premium rebates beginning in 2012 to employers and customers covered under theCompany’s comprehensive commercial medical insurance if certain annual minimum loss ratios (MLR) are not met. The Company recorded its rebate accrual based on estimated medical loss ratioscalculated as prescribed by Health Care Reform using full‐year premium and claim information by state and market segment for each legal entity that issues comprehensive medical insurance. For theyear ended December 31, 2011, the Company accrued an estimated rebate of $63 million pre‐tax ($41 million after‐tax).In 2011, the Department of Health and Human Services (“HHS”) provided a special methodology for calculating the MLR for limited benefit and global health benefit plans. This special methodology,which resulted in no premium rebates being due in 2011 for these businesses, has been extended through 2014 for limited benefit plans and indefinitely for global health benefit plans.Health Care Reform also changed tax laws related to certain future retiree benefit and compensation‐related payments earned after 2009 that resulted in after‐tax charges of approximately $8 million in2011 and $10 million in 2010. In addition, the Company incurred after‐tax costs of approximately $17 million in 2011 and $15 million in 2010 related to Health Care Reform to build the infrastructurenecessary to comply with the provisions of Health Care Reform that became effective in 2011. These costs represent the estimated cost of internal staff redeployed to work on Health Care Reforminitiatives.Certain fees, including the annual health insurer fee, become effective in 2013 and 2014 for Cigna and others to help fund the additional insurance benefits and coverages provided by this legislation.Payment of these fees will result in charges to the Company’s financial results in future periods. In addition, since these fees will generally not be tax deductible, the Company’s effective tax rate isexpected to be adversely impacted in future periods. However, the Company is unable to estimate the amount of these fees or the impact on the effective tax rate because guidance for these calculationshas not been finalized.Health Care Reform also impacts Cigna’s Medicare Advantage and Medicare Part D prescription drug plan businesses acquired with HealthSpring in a variety of additional ways, including reducedMedicare premium rates (which began with the 2011 contract year), transition of Medicare Advantage “benchmark” rates to Medicare fee‐for‐service parity, reduced enrollment periods and limitationson disenrollment, and providing “quality bonuses” for Medicare Advantage plans with a rating for four or five stars from CMS. Funding for Medicare Advantage plans has been and may continue to bealtered by federal legislation.Management is currently unable to estimate the full impact of Health Care Reform on the Company’s future results of operations, and its financial condition and liquidity due to uncertainties related tointerpretation, implementation and timing of its many provisions. It is possible; however, that this impact could be material to future results of operations. The Company’s strengths and the capabilitiesof its broad health and wellness portfolio are expected to help leverage potential business opportunities resulting from Health Care Reform. Management, through its internal task force, continues toclosely monitor implementation of the law, report on the Company’s compliance with Health Care Reform, actively engage with regulators to  assist with the ongoing conversion of legislation toregulation and assess potential opportunities arising from Health Care Reform.For additional information regarding Health Care Reform, see the “Regulation” section beginning on page 26 of this Form 10‐K.
In line with its growth strategy, the Company has strengthened its market position and reduced balance sheet exposures through the following acquisition and disposition transactions.
Acquisition of HealthSpring, Inc.On January 31, 2012, the Company acquired all of the outstanding shares of HealthSpring, Inc. (“HealthSpring”) for $55 per share in cash and Cigna stock awards, representing an estimated cost ofapproximately $3.8 billion. HealthSpring provides Medicare Advantage coverage in 11 states and the District of Columbia as well as a large, national stand‐alone Medicare prescription drug business.The Company funded the acquisition with internal cash resources that included $2.1 billion of additional debt, approximately $650 million of new equity ($629 million net of underwriting discount andfees) issued during the fourth quarter of 2011 and net proceeds from its issuance of commercial paper.
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Acquisition of FirstAssistOn November 30, 2011, the Company acquired FirstAssist Group Holdings Limited (“FirstAssist”) for approximately $115 million. FirstAssist is based in the United Kingdom, (“U.K.”) and provides traveland protection insurance services that the Company expects will enhance its supplemental health, life and accident business around the world. The Company used available cash on hand for thepurchase.
Reinsurance of Run-off Workers’ Compensation and Personal Accident BusinessOn December 31, 2010, the Company essentially exited from its workers’ compensation and personal accident reinsurance business by purchasing retrocessional coverage from a Bermuda subsidiaryof Enstar Group Limited and transferring administration of this business to the reinsurer. See Note 3 to the Consolidated Financial Statements for additional information.
Sale of Workers’ Compensation and Case Management BusinessOn December 1, 2010 the Company completed the sale of its workers’ compensation and case management business to GENEX Holdings, Inc. The Company recognized an after‐tax gain on sale of$11 million ($18 million before tax) which was reported in other revenues in the Disability and Life segment. See Note 3 to the Consolidated Financial Statements for additional information.
Acquisition of Vanbreda InternationalOn August 31, 2010, the Company acquired 100% of the voting stock of Vanbreda International NV (“Vanbreda International”), based in Antwerp, Belgium for a cash purchase price of $412 million. SeeNote 3 to the Consolidated Financial Statements for additional information about the acquisition of Vanbreda International.

Deferred acquisition costAs discussed in Note 2 to the Consolidated Financial Statements, the Company will implement the new requirements of ASU 2010‐26 related to deferred acquisition costs on January 1, 2012 throughretrospective adjustment of prior periods.The Company’s deferred acquisition costs arise from sales and renewal activities primarily in its International segment.  Because the new requirements further restrict the types of costs that aredeferrable, more of the Company’s acquisition costs will be expensed as incurred. The Company expects the cumulative effect of implementing this new guidance to decrease shareholders’ equity as ofJanuary 1, 2011 by approximately $250 million to $300 million. In addition, as a result of acquisition costs no longer eligible for deferral under the new guidance, the Company expects that full‐year2011 shareholders’ net income on a retrospectively adjusted basis will decrease by approximately $70 million. The reduction will primarily occur in the Company’s International segment. The effect ofthe new guidance on shareholders’ net income in 2012 is expected to be generally comparable to that estimated for 2011. Implementation of this new guidance will have no impact on the underlyingeconomic value, revenues or cash flows of the Company’s businesses, nor will it impact the Company’s liquidity or the statutory surplus of its insurance subsidiaries.
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The Company measures the financial results of its segments using “segment earnings (loss)”,  which is defined as shareholders’ income (loss) from continuing operations before after‐tax realizedinvestment results. Adjusted income from operations is defined as consolidated segment earnings (loss) excluding special items (defined below) and the results of the GMIB business. Adjusted incomefrom operations is another measure of profitability used by the Company’s management because it presents the underlying results of operations of the Company’s businesses and permits analysis oftrends in underlying revenue,  expenses and shareholders’ net income.  This measure is  not determined in accordance with GAAP and should not be viewed as a substitute for the most directlycomparable GAAP measure, which is shareholders’ income from continuing operations.Summarized below is a reconciliation between shareholders’ income from continuing operations and adjusted income from operations.
Financial Summary
(In millions) 2011 2010 2009Premiums and fees $ 19,089 $ 18,393 $ 16,041Net investment income 1,146 1,105 1,014Mail order pharmacy revenues 1,447 1,420 1,282Other revenues 254 260 120Realized investment gains (losses) 62 75 (43)Total revenues 21,998 21,253 18,414Benefits and expenses 20,030 19,383 16,516Income from continuing operations before taxes 1,968 1,870 1,898Income taxes 640 521 594Income from continuing operations 1,328 1,349 1,304Less: income from continuing operations attributable to noncontrolling interest 1 4 3Shareholders’ income from continuing operations 1,327 1,345 1,301Less: realized investment gains (losses), net of taxes 41 50 (26)
SEGMENT EARNINGS  1,286  1,295  1,327

Less: adjustments to reconcile to adjusted income from operations:Results of GMIB business (after‐tax): (135) (24) 209Special items (after‐tax):Costs associated with acquisitions (31) ‐ ‐Resolution of a federal tax matter (See Note 19 to the Consolidated Financial Statements) ‐ 101 ‐Loss on early extinguishment of debt (See Note 15 to the Consolidated FinancialStatements) ‐ (39) ‐Loss on reinsurance transaction (See Note 3 to the Consolidated Financial Statements) ‐ (20) ‐Curtailment gain (See Note 9 to the Consolidated Financial Statements) ‐ ‐ 30Cost reduction charges ‐ ‐ (29)Completion of IRS examination (See Note 19 to the Consolidated Financial Statements) 24 ‐ 20
ADJUSTED INCOME FROM OPERATIONS $ 1,428 $ 1,277 $ 1,097

Summarized below is adjusted income from operations by segment:
Adjusted Income (Loss) From Operations
(In millions) 2011 2010 2009Health Care $ 990 $ 861 $ 729Disability and Life 282 291 279International 289 243 182Run‐off Reinsurance (48) (27) (24)Other Operations 85 85 85Corporate (170) (176) (154)
TOTAL $ 1,428 $ 1,277 $ 1,097
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Shareholders’ income from continuing operations decreased 1% in 2011 compared with 2010, due to significantly higher GMIB losses principally reflecting lower interest rates, substantially offset byhigher adjusted income from operations as explained further below. See the Run‐off Reinsurance section of the MD&A beginning on page 72 for additional information on GMIB results.Adjusted income from operations increased 12% in 2011 compared with 2010 primarily due to higher earnings contributions from the Company’s Health Care and International segments. Theseresults reflect solid business growth in strategically targeted markets and continued low medical services utilization trend. See the individual segment sections of this MD&A for further discussion.
Shareholders’ income from continuing operations increased 3% in 2010 compared with 2009, reflecting strong growth in adjusted income from operations as well as significant improvement inrealized investment results, partially offset by a loss in the GMIB business in 2010 compared with a significant gain in 2009.Adjusted income from operations increased 16% in 2010 compared with 2009 primarily due to  strong earnings  growth in the ongoing business segments  (Health Care,  Disability and Life  andInternational), reflecting focused execution of the Company’s strategy, which includes a growing global customer base as well as higher net investment income reflecting improved economic conditionsand asset growth.
Management does not believe that the special items noted in the table above are representative of the Company’s underlying results of operations. Accordingly, the Company excluded these specialitems from adjusted income from operations in order to  facilitate an understanding and comparison of results  of operations  and permit analysis  of trends in underlying revenue,  expenses andshareholders’ income from continuing operations.Special items for 2011 included:• after‐tax costs incurred in the fourth quarter of 2011 associated with the January 2012 acquisition of HealthSpring and the November 2011 acquisition of FirstAssist; and• tax benefits associated with the completion of the 2007 and 2008 IRS examinations (see Note 19 to the Consolidated Financial Statements for additional information regarding this special item).Special items for 2010 included:• a gain resulting from the resolution of a federal income tax matter, consisting of a $97 million release of a deferred tax valuation allowance and $4 million of accrued interest. See Note 19 to theConsolidated Financial Statements for further information;• a loss on the extinguishment of debt resulting from the decision of certain holders of the Company’s 8.5% Notes due 2019 and 6.35% Notes due 2018 to accept the Company’s tender offer to redeemthese Notes for cash. See Note 15 to the Consolidated Financial Statements for further information; and• a loss on reinsurance of the run‐off workers’ compensation and personal accident reinsurance businesses to Enstar. See Note 3 to the Consolidated Financial Statements for further information.Special items for 2009 included a curtailment gain resulting from the decision to freeze the pension plan (see Note 9 to the Consolidated Financial Statements for additional information), cost reductioncharges related to the 2008 cost reduction program, and benefits resulting from the completion of the 2005 and 2006 IRS examinations (see Note 19 to the Consolidated Financial Statements foradditional information).The Company also excludes the results of the GMIB business, including the results of the related hedges starting in 2011, from adjusted income from operations because the fair value of GMIB assetsand liabilities must be recalculated each quarter using updated capital market assumptions.  The resulting changes in fair value,  which are reported in shareholders’ net income, are volatile andunpredictable. See the Critical Accounting Estimates section of the MD&A beginning on page 58 of the Company’s 2011 Form 10‐K for more information on the effects of capital market assumptionchanges on shareholders’ net income. Because of this volatility, and since the GMIB business is in run‐off, management does not believe that its results are meaningful in assessing underlying results ofoperations.
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The Company expects 2012 consolidated adjusted income from operations to be higher than 2011 results.  This outlook reflects strong organic growth,  an expected increase in medical servicesutilization and contributions from the HealthSpring acquisition. This outlook assumes break‐even results for GMDB (also known as “VADBe”) for 2012, which assumes that actual experience, includingcapital market performance, will be consistent with long‐term reserve assumptions. See Note 6 to the Consolidated Financial Statements as well as the Critical Accounting Estimates section of theMD&A beginning on page 58 of the Form 10‐K for more information on the effects of capital market and other reserve assumption changes on shareholders’ net income.Information is not available for management to reasonably estimate the future results of the GMIB business or realized investment results due in part to interest rate and stock market volatility andother internal and external factors. In addition, the Company is not able to identify or reasonably estimate the financial impact of special items in 2012, however they will include potential adjustmentsassociated with HealthSpring, Inc. acquisition costs, and may include litigation and assessment‐related items.The Company’s outlook for 2012 is subject to the factors cited above and in the Cautionary Statement beginning on page 92 of this Form 10‐K and the sensitivities discussed in the Critical AccountingEstimates section of the MD&A beginning on page 58 of this Form 10‐K. If unfavorable equity market and interest rate movements occur, the Company could experience losses related to investmentimpairments and the GMIB and GMDB businesses. These losses could adversely impact the Company’s consolidated results of operations and financial condition and liquidity by potentially reducingthe capital of the Company’s insurance subsidiaries and reducing their dividend‐paying capabilities.
Total revenues increased by 4% in 2011, compared with 2010, and 15% in 2010 compared with 2009. Changes in the components of total revenue are described more fully below.
Premiums and FeesPremiums and fees increased by 4% in 2011, compared with 2010, primarily reflecting business growth in the Company’s targeted market segments, partially offset by the Company’s exit from theMedicare IPFFS business beginning in 2011. Excluding this business, premiums and fees increased by 9% in 2011 compared with 2010.Premiums and fees increased by 15% in 2010, compared with 2009, principally due to membership growth in the Health Care segment’s risk businesses as well as growth in the International segment.Premiums and fees increased by 10% in 2010 compared with 2009 after excluding the Medicare IPFFS Individual business.
Net Investment IncomeNet investment income increased by 4% in 2011, compared with 2010. The key factors causing the increase were higher investment assets and improved results from real estate investments, partiallyoffset by lower reinvestment yields.Net investment income increased by 9% in 2010, compared with 2009, predominantly due to improved results from security partnerships and real estate investments and higher assets due to businessgrowth, partially offset by lower reinvestment yields.
Mail Order Pharmacy RevenuesMail order pharmacy revenues increased by 2% in 2011, compared with 2010, due in large part to price increases offset by a decline in volume and by 11% in 2010, compared with 2009, resulting fromincreases in volume and, to a lesser extent, price increases.
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Other RevenuesOther revenues included pre‐tax losses of $4 million in 2011 compared with $157 million in 2010 and $282 million in 2009 related to futures and swaps entered into as part of a dynamic hedgeprogram to manage equity and growth interest rate risks in the Company’s run‐off reinsurance operations. See the Run‐off Reinsurance section of the MD&A beginning on page 72 for more informationon this program. Excluding the impact of these swaps and futures contracts, Other revenues declined 38% in 2011, compared with 2010. The decline primarily reflects the absence of revenue in 2011from the workers’ compensation and case management business, which was sold in 2010 as well as lower revenues in 2011 from Cigna Government Services, which was sold in the second quarter of2011.Excluding the impact of the futures contracts associated with the GMDB equity hedge program, Other revenues increased 4% in 2010, compared with 2009 primarily reflecting the pre‐tax gain on thesale of the workers’ compensation and case management business of $18 million.
Realized Investment ResultsRealized investment results in 2011 were lower than in 2010 primarily due to higher impairment losses on fixed maturities and valuation declines on hybrid securities, partially offset by higher gainson sales of real estate properties held in joint ventures.Realized investment results in 2010 were significantly higher than in 2009 primarily due to:• lower impairments on fixed maturities and real estate funds in 2010;• increased prepayment fees on fixed maturities received in 2010 as a result of favorable market conditions and issuer specific business circumstances; and• gains on sales of real estate held in joint ventures and other investments in 2010.These favorable effects were partially offset by an increase in commercial mortgage loan impairments recorded in 2010, reflecting continued weakness in the commercial real estate market.See Note 14 to the Consolidated Financial Statements for additional information.
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The preparation of consolidated financial statements in accordance with GAAP requires management to make estimates and assumptions that affect reported amounts and related disclosures in theconsolidated financial statements. Management considers an accounting estimate to be critical if:• it requires assumptions to be made that were uncertain at the time the estimate was made; and• changes in the estimate or different estimates that could have been selected could have a material effect on the Company’s consolidated results of operations or financial condition.Management has discussed the development and selection of its critical accounting estimates with the Audit Committee of the Company’s Board of Directors and the Audit Committee has reviewed thedisclosures presented below.In addition to the estimates presented in the following table, there are other accounting estimates used in the preparation of the Company’s consolidated financial statements, including estimates ofliabilities  for future  policy  benefits  other than those  identified  in  the  following  table,  as  well  as  estimates  with  respect  to  goodwill,  unpaid  claims  and  claim expenses,  postemployment  andpostretirement benefits other than pensions, certain compensation accruals, and income taxes.Management believes the current assumptions used to estimate amounts reflected in the Company’s consolidated financial statements are appropriate. However, if actual experience differs from theassumptions used in estimating amounts reflected in the Company’s consolidated financial statements, the resulting changes could have a material adverse effect on the Company’s consolidated resultsof operations, and in certain situations, could have a material adverse effect on the Company’s liquidity and financial condition.See Note 2 to the Consolidated Financial Statements for further information on significant accounting policies that impact the Company.
Balance Sheet Caption/Nature of Critical Accounting Estimate Effect if Different Assumptions Used

Future policy benefits – Guaranteed minimum death benefits (“GMDB” also
known as “VADBe”)These liabilities are estimates of the present value of net amounts expected tobe paid, less the present value of net future premiums expected to be received.The amounts to be paid represent the excess of the guaranteed death benefitover the values of contractholders’ accounts. The death benefit coverage inforce at December 31, 2011 (representing the amount payable if all ofapproximately 480,000 contractholders had submitted death claims as of thatdate) was approximately $5.4 billion.Liabilities for future policy benefits for these contracts as of December 31were as follows (in millions):• 2011 – $1,170• 2010 – $1,138Current assumptions and methods used to estimate these liabilities aredetailed in Note 6 to the Consolidated Financial Statements.

Based on current and historical market, industry and Company‐specificexperience and management’s judgment, the Company believes that it isreasonably likely that the unfavorable changes in the key assumptions and/orconditions described below could occur. If these unfavorable assumptionchanges were to occur, the approximate after‐tax decrease in shareholders’net income would be as follows:• 5% increase in claim mortality rates – $30 million• 10% decrease in lapse rates – $20 million• 10% increase in election rates for future partial surrenders – $2 million• 50 basis point decrease in interest rates:‐ Unhedged Mean Investment Performance – $20 million‐ Discount Rate – $30 million• 10% increase in volatility – $20 millionAs of December 31, 2011, if contractholder account values invested inunderlying equity mutual funds declined by 10% due to equity marketperformance, the after‐tax decrease in shareholders’ net income resultingfrom an increase in the unhedged provision for partial surrenders would beapproximately $5 million.As of December 31, 2011, if contractholder account values invested inunderlying bond/money market mutual funds declined by 3% due tobond/money market performance, the after‐tax decrease in shareholders’ netincome resulting from an increase in the provision for partial surrenders andan increase in unhedged exposure would be approximately $10 million.The amounts would be reflected in the Run‐off Reinsurance segment.
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Balance Sheet Caption/Nature of Critical Accounting Estimate Effect if Different Assumptions Used

Accounts payable, accrued expenses and other liabilities, and Other assets,
including other intangibles - Guaranteed minimum income benefitsThese net liabilities are calculated with an internal model using manyscenarios to determine the fair value of amounts estimated to be paid, less thefair value of net future premiums estimated to be received, adjusted for riskand profit charges that the Company anticipates a hypothetical marketparticipant would require to assume this business. The amounts estimated tobe paid represent the excess of the anticipated value of the income benefit overthe value of the annuitants’ accounts at the time of annuitization.The assets associated with these contracts represent receivables in connectionwith reinsurance that the Company has purchased from two externalreinsurers, which covers 55% of the exposures on these contracts.Liabilities related to these contracts as of December 31, were as follows(in millions):• 2011 – $1,333• 2010 – $ 903As of December 31, estimated amounts receivable related to these contractsfrom two external reinsurers, were as follows (in millions):• 2011 – $712• 2010 – $480Current assumptions and methods used to estimate these liabilities aredetailed in Note 10 to the Consolidated Financial Statements.

The Company’s results of operations are expected to be volatile in futureperiods because most capital market assumptions will be based largely onmarket‐observable inputs at the close of each period including interest ratesand market‐implied volatilities.Based on current and historical market, industry and Company‐specificexperience and management’s judgment, the Company believes that it isreasonably likely that the unfavorable changes in the key assumptions and/orconditions described below could occur. If these unfavorable assumptionchanges were to occur, the approximate after‐tax decrease in shareholders’ netincome, net of estimated amounts receivable from reinsurers, would be asfollows:• 50 basis point decrease in interest rates (rates aligned with LIBOR) used forprojecting  market  returns  and  discounting,  net  of  the  impact  of  hedgingprograms – $20 million• 50 basis point decrease in interest rates used for projecting claim exposure(7‐year Treasury rates) – $20 million• 20% increase in volatility – $5 million• 5% decrease in mortality – $1 million• 10% increase in annuity election rates – $2 million• 10% decrease in lapse rates – $5 million• 10% increase to the risk and profit charges – $5 millionMarket declines expose the Company to a larger net liability. Decreases inannuitants’ account values resulting from a 10% equity market decline coulddecrease shareholders’ net income by approximately $15 million, net of theimpact of hedging programs. Decreases in annuitants’ account values resultingfrom a 3% decline due to bond/money market performance could decreaseshareholders’ net income by approximately $2 million.If credit default swap spreads used to evaluate the nonperformance risk of theCompany were to narrow or the credit rating of its principal life insurancesubsidiary were to improve, it would cause a decrease in the discount rate ofthe GMIB liability, resulting in an unfavorable impact to earnings. If thediscount rate decreased by 25 basis points due to this, the decrease inshareholders’ net income would be approximately $15 million.If credit default swap spreads used to evaluate the nonperformance risk of theCompany’s GMIB retrocessionaires were to widen or the retrocessionaires’credit ratings were to weaken, it would cause an increase in the discount rateof the GMIB asset, resulting in an unfavorable impact to earnings. If thediscount rate increased by 25 basis points due to this, the decrease inshareholders’ net income would be approximately $5 million.All of these estimated impacts due to unfavorable changes in assumptionsand/or conditions could vary from quarter to quarter depending on actualreserve levels, the actual market conditions or changes in the anticipated viewof a hypothetical market participant as of any future valuation date.The amounts would be reflected in the Run‐off Reinsurance segment.
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Balance Sheet Caption/Nature of Critical Accounting Estimate Effect if Different Assumptions Used

Accounts payable, accrued expenses and other liabilities – pension
liabilitiesThese liabilities are estimates of the present value of the qualified andnonqualified pension benefits to be paid (attributed to employee service todate) net of the fair value of plan assets. The accrued pension benefit liabilityas of December 31 was as follows (in millions):• 2011 – $1,769• 2010 – $1,528See Note 9 to the Consolidated Financial Statements for assumptions andmethods used to estimate pension liabilities.

Using past experience, the Company expects that it is reasonably possible that afavorable or unfavorable change in assumptions for the discount rate orexpected return on plan assets of 50 basis points could occur. An unfavorablechange is a decrease in these key assumptions with resulting impacts asdiscussed below.If discount rates for the qualified and nonqualified pension plans decreased by50 basis points:• annual pension costs for 2012 would decrease by approximately $4 million,after‐tax; and• the  accrued  pension  benefit  liability  would  increase  by  approximately$256 million as of December 31, 2011 resulting in an after‐tax decrease toshareholders’ equity of approximately $166 million as of December 31, 2011.If the expected long‐term return on domestic qualified pension plan assetsdecreased by 50 basis points, annual pension costs for 2012 would increase byapproximately $11 million after‐tax.If the Company used the market value of assets to measure pension costs asopposed to the market‐related value, annual pension cost for 2012 wouldincrease by approximately $11 million after‐tax.If the December 31, 2011 fair values of domestic qualified plan assetsdecreased by 10%, the accrued pension benefit liability would increase byapproximately $328 million as of December 31, 2011 resulting in an after‐taxdecrease to shareholders’ equity of approximately $213 million.An increase in these key assumptions would result in impacts to annualpension costs, the accrued pension liability and shareholders’ equity in anopposite direction, but similar amounts.
Health Care medical claims payableMedical claims payable for the Health Care segment include both reportedclaims and estimates for losses incurred but not yet reported.Liabilities for medical claims payable as of December 31 were as follows(in millions):• 2011 – gross $1,095; net $901• 2010 – gross $1,246; net $1,010These liabilities are presented above both gross and net of reinsurance andother recoverables and generally exclude amounts for administrative servicesonly business.See Notes 2 and 5 to the Consolidated Financial Statements for additionalinformation regarding assumptions and methods used to estimate thisliability.

In 2011, actual experience differed from the Company’s key assumptions as ofDecember 31, 2010, resulting in $126 million of favorable incurred claimsrelated to prior years’ medical claims payable or 1.5% of the current yearincurred claims as reported in 2010. In 2010, actual experience differed fromthe Company’s key assumptions as of December 31, 2009, resulting in$93 million of favorable incurred claims related to prior years’ medical claims,or 1.3% of the current year incurred claims reported in 2009. Specifically, thefavorable impact is due to faster than expected completion factors and lowerthan expected medical cost trends, both of which included an assumption formoderately adverse experience.The impact of this favorable prior year development was an increase toshareholders’ net income of $53 million after‐tax ($82 million pre‐tax) in 2011.The change in the amount of the incurred claims related to prior years in themedical claims payable liability does not directly correspond to an increase ordecrease in shareholders’ net income as explained in Note 5 to theConsolidated Financial Statements.
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Balance Sheet Caption/Nature of Critical Accounting Estimate Effect if Different Assumptions Used

Valuation of fixed maturity investmentsFixed maturities are primarily classified as available for sale and are carried atfair value with changes in fair value recorded in accumulated othercomprehensive income (loss) within shareholders’ equity.Fair value is defined as the price at which an asset could be exchanged in anorderly transaction between market participants at the balance sheet date.The determination of fair value for a financial instrument requiresmanagement judgment. The degree of judgment involved generally correlatesto the level of pricing readily observable in the markets. Financial instrumentswith quoted prices in active markets or with market observable inputs todetermine fair value, such as public securities, generally require less judgment.Conversely, private placements including more complex securities that aretraded infrequently are typically measured using pricing models that requiremore judgment as to the inputs and assumptions used to estimate fair value.There may be a number of alternative inputs to select, based on anunderstanding of the issuer, the structure of the security and overall marketconditions. In addition, these factors are inherently variable in nature as theychange frequently in response to market conditions. Approximately two‐thirdsof the Company’s fixed maturities are public securities, and one‐third areprivate placement securities.See Note 10 to the Consolidated Financial Statements for a discussion of theCompany’s fair value measurements and the procedures performed bymanagement to determine that the amounts represent appropriate estimates.
Assessment of “other- than-temporary” impairments of fixed maturitiesTo determine whether a fixed maturity’s decline in fair value below itsamortized cost is other than temporary, the Company must evaluate theexpected recovery in value and its intent to sell or the likelihood of a requiredsale of the fixed maturity prior to an expected recovery. To make thisdetermination, the Company considers a number of general and specificfactors including the regulatory, economic and market environment, length oftime and severity of the decline, and the financial health and specific near termprospects of the issuer.See Notes 2 (C) and 11 to the Consolidated Financial Statements for additionaldiscussion of the Company’s review of declines in fair value, includinginformation regarding the Company’s accounting policies for fixed maturities.

Typically, the most significant input in the measurement of fair value is themarket interest rate used to discount the estimated future cash flows from theinstrument. Such market rates are derived by calculating the appropriatespreads over comparable U.S. Treasury securities, based on the credit quality,industry and structure of the asset.If the spreads used to calculate fair value changed by 100 basis points, the fairvalue of the total fixed maturity portfolio of $16.2 billion would change byapproximately $1.0 billion.For all fixed maturities with cost in excess of their fair value, if this excess wasdetermined to be other‐than‐temporary, shareholders’ net income for the yearended December 31, 2011 would have decreased by approximately $42 millionafter‐tax.
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Operating segments generally reflect groups of related products, but the International segment is generally based on geography. The Company measures the financial results of its segments using“segment earnings (loss)”, which is defined as shareholders’ income (loss) from continuing operations excluding after‐tax realized investment gains and losses. “Adjusted income from operations” foreach segment is defined as segment earnings excluding special items and the results of the Company’s GMIB business. Adjusted income from operations is another measure of profitability used by theCompany’s management because it presents the underlying results of operations of the segment and permits analysis of trends. This measure is not determined in accordance with GAAP and shouldnot be viewed as a substitute for the most directly comparable GAAP measure, which is segment earnings. Each segment provides a reconciliation between segment earnings and adjusted income fromoperations.Beginning in 2010, the Company began reporting the expense associated with its frozen pension plans in Corporate. Prior periods were not restated; the effect on prior periods is not material.

Segment DescriptionThe Health Care segment offers insured and self‐insured medical, dental, behavioral health, vision, and prescription drug benefit plans, health advocacy programs and other products and services thatmay be integrated to provide comprehensive health care benefit programs. Cigna HealthCare companies offer these products and services in all 50 states, the District of Columbia and the U.S. VirginIslands.  These  products  and services  are  offered through a  variety of funding arrangements  such as  guaranteed cost,  retrospectively experience‐rated and administrative  services  only (“ASO”)arrangements.The Company measures the operating effectiveness of the Health Care segment using the following key factors:• segment earnings and adjusted income from operations;• membership growth;• sales of specialty products to core medical customers;• operating expenses as a percentage of segment revenues (operating expense ratio);• changes in operating expenses per member; and• medical expense as a percentage of premiums (medical care ratio) in the guaranteed cost business.
Results of Operations

Financial Summary
(In millions) 2011 2010 2009Premiums and fees $ 13,181 $ 13,319 $ 11,384Net investment income 274 243 181Mail order pharmacy revenues 1,447 1,420 1,282Other revenues 234 266 262Segment revenues 15,136 15,248 13,109Mail order pharmacy cost of goods sold 1,203 1,169 1,036Benefits and other operating expenses 12,386 12,742 10,943Benefits and expenses 13,589 13,911 11,979Income before taxes 1,547 1,337 1,130Income taxes 556 476 399
SEGMENT EARNINGS  991  861  731Less: special items (after‐tax) included in segment earnings:Curtailment gain (See Note 9 to the Consolidated Financial Statements) ‐ ‐ 25Cost reduction charge ‐ ‐ (24)Completion of IRS examination (See Note 19 to the Consolidated Financial Statements) 1 ‐ 1
ADJUSTED INCOME FROM OPERATIONS $ 990 $ 861 $ 729Realized investment gains (losses), net of taxes $ 24 $ 26 $ (19)
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The Health Care segment’s adjusted income from operations increased 15% in 2011, as compared with 2010 reflecting:• growth in premiums and fees of 6% in 2011, excluding the impact of exiting the Medicare IPFFS business, primarily due to higher average membership in the guaranteed cost and ASO businesses,particularly in the targeted market segments: Middle, Select and Individual, and growth in specialty revenues as well as rate increases on most products consistent with underlying trend;• a lower guaranteed cost medical care ratio and higher experience‐rated margins driven by low medical services utilization trend, as well as favorable prior year development, partially offset by theestimated cost of premium rebates calculated under the minimum medical loss ratio requirements of Health Care Reform; and• higher net investment income of 13% in 2011, primarily reflecting increased average asset levels driven by membership growth, as well as higher income from partnership investments.The Health Care segment’s adjusted income from operations increased 18% in 2010, as compared with 2009 reflecting:• revenue growth in the commercial risk businesses, particularly in the targeted market segments, as evidenced by a 15% increase in commercial risk membership. In addition, adjusted income fromoperations was favorably impacted by increased penetration of the Company’s specialty products;• a lower guaranteed cost medical care ratio driven by lower medical cost trend, reflecting lower utilization levels, as well as favorable prior year development; and• higher investment income due to higher security partnership results, higher real estate income and increased assets driven by membership growth.
RevenuesThe table below shows premiums and fees for the Health Care segment:

(In millions) 2011 2010 2009Medical:Guaranteed cost  (1) (2) $ 4,176 $ 3,929 $ 3,380Experience‐rated (2) (3) 1,934 1,823 1,699Stop loss 1,451 1,287 1,274Dental 894 804 731Medicare 489 1,470 595Medicare Part D 624 558 342Other (4) 600 543 515Total medical 10,168 10,414 8,536Life and other non‐medical 77 103 179Total premiums 10,245 10,517 8,715Fees (2) (5) 2,936 2,802 2,669
TOTAL PREMIUMS AND FEES  13,181  13,319  11,384Less: Medicare IPFFS ‐ 827 ‐Premiums and fees, excluding Medicare IPFFS $ 13,181 $ 12,492 $ 11,384
(1) Includes guaranteed cost premiums primarily associated with open access and commercial HMO, as well as other risk-related products.
(2) Premiums and/or fees associated with certain specialty products are also included.
(3) Includes minimum premium arrangements with a risk profile similar to experience-rated funding arrangements. The risk portion of minimum premium revenue is reported in
experience-rated medical premium whereas the self funding portion of minimum premium revenue is recorded in fees.
Also, includes certain non-participating cases for which special customer level reporting of experience is required.
(4) Other medical premiums include risk revenue and specialty products.
(5) Represents administrative service fees for medical members and related specialty product fees for non-medical members as well as fees related to Medicare Part D of $61 million in
2011, $57 million in 2010 and $41 million in 2009.
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Premiums and fees decreased 1% in 2011, compared with 2010. Excluding the impact of exiting the Medicare IPFFS business, premiums and fees were up 6% in 2011, compared with 2010, primarilydue to membership growth in the administrative services business, and higher average membership in guaranteed cost, driven by strong retention and sales in targeted market segments, as well as rateincreases on most products consistent with underlying trend. Higher penetration of specialty products also contributed to the increase in fees.Premiums and fees increased 17% in 2010, compared with 2009. Excluding the impact of Medicare IPFFS business, premiums and fees were up 10% in 2010 compared with 2009, primarily reflectingmembership growth in most risk‐based products, including Medicare, and to a lesser extent rate increases. The membership growth was driven by strong retention and new sales in targeted marketsegments. The increase in fees primarily reflects growth in specialty products.Excluding the impact of the Medicare IPFFS business, the increases in premiums and fees in 2011 and 2010 reflect the Company’s sustained success in delivering differentiated value to its customerswith a focus on providing cost‐effective products and services that expand access and provide superior clinical outcomes.
Net investment income increased 13% in 2011 compared with 2010 benefiting from increased average asset levels driven by membership growth and higher income from partnership investments. Netinvestment income increased 34% in 2010 compared with 2009 primarily reflecting higher security partnership results, higher real estate income and increased invested assets driven by businessgrowth.
Other revenues for the Health Care segment consist of revenues earned on direct channel sales of certain specialty products, including behavioral health and disease management. Other revenuesdecreased 12% in 2011 compared with 2010 mostly due to the sale of the Cigna Government Services business in the second quarter of 2011, as well as declines in certain stand‐alone medical costmanagement business.
Benefits and ExpensesHealth Care segment benefits and expenses consist of the following:

(In millions) 2011 2010 2009Medical claims expense ‐ excluding Medicare IPFFS $ 8,201 $ 7,798 $ 6,927Medical claims expense ‐ Medicare IPFFS (19) 772 ‐Medical claims expense 8,182 8,570 6,927Other benefit expenses 83 100 169Mail order pharmacy cost of goods sold 1,203 1,169 1,036Other operating expenses:Medical operating expenses 2,757 2,739 2,723Operating expenses (excluding Medicare IPFFS) 1,364 1,251 1,124Other operating expenses (excluding Medicare IPFFS) 4,121 3,990 3,847Operating expenses ‐ Medicare IPFFS ‐ 82 ‐Total other operating expenses 4,121 4,072 3,847
TOTAL BENEFITS AND EXPENSES $ 13,589 $ 13,911 $ 11,979

Medical claims expense decreased 5% in 2011 compared with 2010. Excluding the impact of exiting the Medicare IPFFS business, medical claims expense increased 5% in 2011 compared with 2010,largely due to medical cost inflation, tempered by low medical services utilization trend in commercial risk businesses.Medical claims expense increased 24% in 2010 compared with 2009. Excluding the impact of Medicare IPFFS business, medical claims expenses increased 13% in 2010 compared with 2009 largelydue to higher medical membership, particularly in the commercial risk business. The increase also reflects medical cost inflation.
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Other operating expenses. One measure of the segment’s overall operating efficiency is the operating expense ratio calculated as total operating expenses divided by segment revenues. This measurecan be significantly influenced by the mix of business between fully‐insured and fee‐based business, since the expense ratio on fee‐based business, which comprises most of the segment’s business ishigher than the corresponding ratio for fully‐insured business. The ratio is also influenced by the level of fixed versus variable expenses. The segment’s variable expenses include premium taxes andcommissions, while the fixed component consists primarily of infrastructure costs and certain strategic investments. The variable component fluctuates due to changes in revenue, mix of business, andother items.Excluding the impact of the Medicare IPFFS business, the operating expense ratio improved from 27.7% in 2010 to 27.2% in 2011, driven largely by continued focus on expense management. On areported basis, the operating expense ratio increased from 26.7% in 2010 to 27.2% in 2011 primarily driven by a change in business mix resulting from the Company’s decision to exit the non‐strategicMedicare IPFFS business, that was a fully‐insured business. Because fully‐insured businesses collect premium revenue (compared with a relatively lower administrative fee for ASO business), theytypically have a lower expense ratio than the Company’s current business mix that is more heavily weighted toward fee‐based products.Excluding the impact of the Medicare IPFFS business, the operating expense ratio improved from 29.3% in 2009 to 27.7% in 2010, driven largely by continued focus on cost reduction initiativesincluding staffing,  real  estate  and pension changes,  as  well  as  strong revenue growth in the  commercial  risk businesses.  These favorable  effects  were partially offset by investment in segmentexpansion,  compliance and higher management incentive compensation.  On a reported basis,  the operating expense ratio  decreased from 29.3% in 2009 to  26.7% in 2010 primarily due to  thesignificant revenue growth in the Medicare IPFFS business in 2010. Since Medicare IPFFS was a fully‐insured business, it had a lower expense ratio than the business mix in 2009 that was more heavilyweighted toward fee‐based products.
Other Items Affecting Health Care Results

Health Care Medical Claims PayableMedical claims payable decreased by 12% in 2011, primarily reflecting the run‐out of the Medicare IPFFS business that the Company exited in 2011. Medical claims payable increased 35% for the yearended December 31, 2010 largely driven by medical membership growth, particularly in the Medicare IPFFS and commercial risk businesses. See Note 5 to the Consolidated Financial Statements foradditional information regarding the Health Care Medical Claims Payable.
Medical MembershipA medical member reported within the Health Care segment (excluding members in the International and Disability and Life segments) is defined as a person who falls within one of the followingcategories:• is covered under an insurance policy or service agreement issued by the Company;• has access to the Company’s provider network for covered services under their medical plan;• has medical claims that are administered by the Company; or• is covered under an insurance policy that is (i) marketed by the Company and (ii) for which the Company assumes reinsurance of at least 50%.
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As of December 31, estimated medical membership was as follows:

(In thousands) 2011 2010 2009Guaranteed cost (1) 1,091 1,177 1,001Experience‐rated (2) 798 849 761Total commercial risk 1,889 2,026 1,762Medicare 44 145 52Total risk 1,933 2,171 1,814Service 9,550 9,266 9,226
TOTAL MEDICAL MEMBERSHIP (3) 11,483 11,437 11,040

(1) Includes members primarily associated with open access, commercial HMO and voluntary/limited benefits as well as other risk-related products.
(2) Includes minimum premium members, who have a risk profile similar to experience-rated members. Also, includes certain non-participating cases for which special customer level
reporting of experience is required.
(3) Excludes members in the International and Disability and Life Segments.The Health Care segment’s overall medical membership as of December 31, 2011 increased 1.2% when compared with December 31, 2010, excluding the impact of exiting the Medicare IPFFS business.This increase primarily reflects new business sales and growth in ASO in the targeted Middle and Select market segments, as well as growth in the Individual market segment, that is sold under theguaranteed cost funding arrangement. Excluding the impact of the Medicare IPFFS business, the Health Care segment’s medical membership increased 2.8% as of December 31, 2010 when comparedwith December 31, 2009. The increase was primarily driven by new business sales in targeted market segments: Middle, Select and Individual, as well as improved persistency in the risk businessesand lower disenrollment across all funding arrangements.
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Segment DescriptionThe Disability and Life segment includes group disability, life, accident and specialty insurance.Key factors for this segment are:• premium growth, including new business and customer retention;• net investment income;• benefits expense as a percentage of earned premium (loss ratio); and• other operating expense as a percentage of earned premiums and fees (expense ratio).
Results of Operations

Financial Summary
(In millions) 2011 2010 2009Premiums and fees $ 2,780 $ 2,667 $ 2,634Net investment income 267 261 244Other revenues ‐ 123 113Segment revenues 3,047 3,051 2,991Benefits and expenses 2,651 2,640 2,598Income before taxes 396 411 393Income taxes 109 120 109
SEGMENT EARNINGS  287  291  284Less: special items (after‐tax) included in segment earnings:Curtailment gain (See Note 9 to the Consolidated Financial Statements) ‐ ‐ 4Cost reduction charge ‐ ‐ (4)Completion of IRS examination (See Note 19 to the Consolidated Financial Statements) 5 ‐ 5
ADJUSTED INCOME FROM OPERATIONS $ 282 $ 291 $ 279Realized investment gains (losses), net of taxes $ 6 $ 12 $ (1)

Segment earnings decreased 1% in 2011 compared with 2010 reflecting 3% lower adjusted income from operations offset by a $5 million favorable special item related to the completion of the 2007and 2008 IRS examinations. Adjusted income from operations decreased as a result of:• the absence of the $11 million after‐tax gain on the sale of the workers’ compensation and case management business in 2010;• higher disability claims incidence rates, mitigated in part by higher resolution rates reflecting the sustained strong performance of the Company’s disability claims management process;• a higher expense ratio, driven by strategic investments; and• an after‐tax charge of $7 million for litigation matters.Offsetting these factors were more favorable life and accident claims experience and higher net investment income.Segment earnings increased 2% in 2010 compared to 2009 reflecting 4% higher adjusted income from operations partially offset by the absence of a $5 million favorable special item related to thecompletion of the 2005 and 2006 IRS examinations. Adjusted income from operations increased as a result of higher net investment income and the $11 million after‐tax gain on the sale of the workers’compensation and case management business.
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Largely offsetting these factors were:• less favorable claims experience in the disability insurance business, primarily related to lower short‐term disability underwriting margins. These results include the favorable after‐tax impact ofdisability reserve studies of $29 million in 2010 compared with $20 million in 2009, which reflect continued strong disability claims management programs;• slightly less favorable accident claims experience including the less favorable after‐tax impact of reserve studies of $3 million in 2010 compared with $5 million in 2009; and• lower earnings in specialty products largely due to the sale of the student and participant accident business.
Revenues
Premiums and fees increased 4% in 2011 compared with 2010 reflecting disability and life sales growth and continued solid persistency partially offset by the impact of the Company’s exit from alarge, low‐margin assumed government life insurance program. Excluding the impact of this item, premiums and fees increased 6%. Disability premiums and fees grew by 9%.Premiums and fees increased 1% in 2010 compared with 2009 as a result of disability and life sales growth combined with solid persistency, largely offset by the Company’s exit from two large,non‐strategic assumed government life insurance programs and the sale of the renewal rights for the student and participant accident business. Excluding the impact of these items, premiums and feesincreased 7%.
Net investment income increased 2% in 2011 compared with 2010 due to higher average assets reflecting business growth and higher prepayment fees partially offset by lower yields. Net investmentincome increased by 7% in 2010 reflecting higher income from security and real estate partnerships and higher assets.
Other revenues. The absence of other revenues in 2011 reflects the sale of the workers’ compensation and case management business that was completed during the fourth quarter of 2010. Otherrevenues in 2010 include the $18 million pre‐tax gain on the sale of the workers’ compensation and case management business in 2010.
Benefits and ExpensesBenefits and expenses were essentially flat in 2011 as compared with 2010 reflecting disability and life business growth, less favorable disability claims experience and a higher operating expenseratio, largely offset by the absence of operating expenses associated with the workers’ compensation and case management business that was sold in 2010 and favorable life and accident claimsexperience. Benefits and expenses include the favorable before tax impact of reserve studies of $59 million in 2011 as compared with $55 million in 2010.Benefits and expenses increased 2% in 2010 compared with 2009, primarily reflecting disability and life business growth and less favorable short‐term disability claims experience. Benefits andexpenses include the favorable before tax impact of disability reserve studies of $43 million in 2010 as compared with $29 million in 2009,  largely driven by continued strong disability claimsmanagement programs. These factors were partially offset by the Company’s exit from two large, non‐strategic assumed government life insurance programs and the sale of the renewal rights for thestudent and participant accident business.
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Segment DescriptionThe International segment includes supplemental health, life and accident insurance products and international health care products and services, including those offered to individuals and globallymobile employees of multinational corporations and organizations.The key factors for this segment are:• premium growth, including new business and customer retention;• benefits expense as a percentage of earned premium (loss ratio);• operating expense as a percentage of earned premium (expense ratio); and• impact of foreign currency movements.
Results of Operations

Financial Summary
(In millions) 2011 2010 2009Premiums and fees $ 2,990 $ 2,268 $ 1,882Net investment income 96 82 69Other revenues 27 31 22Segment revenues 3,113 2,381 1,973Benefits and expenses 2,701 2,039 1,717Income before taxes 412 342 256Income taxes 125 95 70Income attributable to noncontrolling interest 1 4 3
SEGMENT EARNINGS  286  243  183Less: special items (after‐tax) included in segment earnings:Costs associated with the acquisition of FirstAssist (3) ‐ ‐Cost reduction charge ‐ ‐ (1)Curtailment gain (See Note 9 to the Consolidated Financial Statements) ‐ ‐ 1Completion of IRS examination (See Note 19 to the Consolidated Financial Statements) ‐ ‐ 1
ADJUSTED INCOME FROM OPERATIONS $ 289 $ 243 $ 182Impact of foreign currency movements using 2010 rates $ 11 ‐Impact of foreign currency movements using 2009 rates $ 13Realized investment gains, net of taxes $ 1 $ 2 $ 2

International  segment earnings  increased 18% in 2011 compared with 2010.  Excluding  the  impact of the  tax  adjustments  discussed below,  foreign currency movements  and the  special  items(presented in the table above), the International segment’s adjusted income from operations increased 17% in 2011 compared with 2010. The increases in both segment earnings and adjusted incomefrom operations were primarily due to revenue growth, including the acquisition of Vanbreda International in August 2010, higher persistency in the supplemental health, life and accident business,particularly in South Korea, and higher net investment income, partially offset by higher loss ratios, primarily in the global health benefits business due to less favorable claims experience and theaddition of a few large accounts with higher loss ratios. The increase was also partially offset by a higher effective tax rate primarily due to unfavorable changes in foreign tax law.International segment earnings increased 33% in 2010, compared with 2009. Excluding the impact of the tax adjustments discussed below and foreign currency movements (presented in the tableabove), the International segment’s adjusted income from operations increased 34% for 2010, compared with 2009. The increases in both segment earnings and adjusted income from operations wereprimarily due to strong revenue growth and higher persistency in the supplemental health,  life and accident insurance business,  particularly in South Korea,  as well as favorable loss ratios andmembership growth in the global health benefits business and higher net investment income, partially offset by higher administrative expenses. The increase also reflects a lower effective tax rate in2010 as a result of the capital management strategy discussed below.
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During the first quarter of 2010,  the Company’s  International segment implemented a capital  management strategy to  permanently invest the prospective earnings of its  Hong Kong operationsoverseas, which resulted in an increase to segment earnings of $5 million. The Company implemented a similar strategy for its South Korean operation in 2009, which resulted in an increase to segmentearnings of $14 million. These permanently invested earnings are generally deployed in these countries, and where possible, other foreign jurisdictions, in support of the liquidity and capital needs ofthe Company’s foreign operations. This strategy does not materially limit the Company’s ability to meet its liquidity and capital needs in the United States. As of December 31, 2011 the Company’s cashand cash equivalents in its foreign operations were $461 million, and permanently reinvested earnings were approximately $375 million. Repatriation of foreign cash via a dividend of the previously‐designated permanently reinvested earnings would result in a charge representing the U.S. taxes due on the repatriation.Throughout this discussion, the impact of foreign currency movements was calculated by comparing the reported results to what the results would have been had the exchange rates remained constantwith the prior year’s comparable period exchange rates. The favorable impacts in 2011 using 2010 rates, as well as 2010 using 2009 rates, primarily reflects the movement between the U.S. dollar andthe South Korean won.
Revenues
Premiums and fees. Excluding the effect of foreign currency movements, premiums and fees were $2.9 billion in 2011 compared with reported premiums and fees of $2.3 billion in 2010, an increase of28%. The increase is primarily attributable to higher membership from new sales, rate increases and the acquisition of Vanbreda International in the global health benefits business as well as newsales growth in the supplemental health, life and accident business, particularly in South Korea and Taiwan.Excluding the effect of foreign currency movements, premiums and fees were $2.2 billion in 2010 compared with reported premiums and fees of $1.9 billion in 2009, an increase of 16%. The increasewas primarily attributable to new sales growth in the supplemental health, life and accident insurance operations, particularly in South Korea, and rate increases and membership growth in the globalhealth benefits business.
Net investment income increased by 17% in 2011, compared with 2010, and 19% in 2010, compared with 2009. These increases were primarily due to asset growth in South Korea and favorableforeign currency movements in South Korea.
Benefits and ExpensesExcluding the impact of foreign currency movements, benefits and expenses were $2.6 billion in 2011, compared to reported benefits and expenses of $2.0 billion in 2010, an increase of 29%. Theincrease was primarily due to  business growth,  the acquisition of Vanbreda International and higher loss ratios,  primarily in the global health benefits  business,  reflecting less favorable claimsexperience and the addition of a few larger cases with higher loss ratios.Excluding the impact of foreign currency movements, benefits and expenses were $2.0 billion in 2010, compared with reported benefits and expenses of $1.7 billion in 2009, an increase of 15%. Theincrease was primarily due to business growth and higher claims in the supplemental health, life and accident insurance business, particularly in South Korea.Loss ratios were higher in the global health benefits business in 2011 compared with 2010, reflecting less favorable claims experience and the addition of a few larger cases with inherently higher lossratios. Loss ratios were flat in the supplemental health, life and accident insurance business in 2011, compared with 2010.Policy acquisition expenses increased in 2011 compared with 2010 as well as in 2010 compared with 2009 reflecting business growth and foreign currency movements.Excluding the special items (presented in the table above), expense ratios were flat in 2011 compared with 2010, primarily due to higher revenues in the global health benefits business and in thesupplemental health, life and accident insurance business, primarily in Korea, offset by strategic investments for future growth and costs to streamline operations. Expense ratios increased in 2010compared with 2009, reflecting the higher expense ratios associated with the service nature of the Vanbreda International business acquired in the third quarter of 2010.
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Other Items Affecting International ResultsFor the Company’s International segment, South Korea is the single largest geographic market. South Korea generated 31% of the segment’s revenues and 51% of the segment’s earnings in 2011. Dueto the concentration of business in South Korea, the International segment is exposed to potential losses resulting from economic and geopolitical developments in that country, as well as foreigncurrency movements affecting the South Korean currency, which could have a significant impact on the segment’s results and the Company’s consolidated financial results.In November 2011, the Company acquired FirstAssist Group Holdings Limited (“FirstAssist”) for approximately $115 million. FirstAssist is based in the United Kingdom (“U.K.”) and provides travel andprotection insurance services that the Company expects will enhance its supplemental health, life and accident business around the world. The Company used available cash on hand for the purchase.The earnings contribution of FirstAssist was immaterial in 2011, and is expected to be accretive in 2012.In 2012, the Company will implement the new requirements of accounting for costs related to the acquisition or renewal of insurance contracts. See Note 2 to the Consolidated Financial Statements foradditional information.
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Segment DescriptionThis segment is  predominantly comprised of guaranteed minimum death benefit (“GMDB”,  also  known as “VADBe”) and guaranteed minimum income benefit (“GMIB”) products.  The Company’sreinsurance operations were discontinued and are now an inactive business in run‐off mode since the sale of the U.S. individual life, group life and accidental death reinsurance business in 2000. InDecember 2010, the Company essentially exited from its workers’ compensation and personal accident reinsurance business by purchasing retrocessional coverage from a Bermuda subsidiary ofEnstar Group Limited and transferring the ongoing administration of this business to the reinsurer.  See Note 3 to the Consolidated Financial Statements in this Form 10‐K for further informationregarding this transaction. The 2010 special item loss reflects the after‐tax costs of this transaction. Segment results prior to this transaction also included results from its workers’ compensation andpersonal accident reinsurance business.The determination of liabilities for GMDB and GMIB requires the Company to make critical accounting estimates. The Company describes the assumptions used to develop the reserves for GMDB inNote 6 to the Consolidated Financial Statements and for the assets and liabilities associated with GMIB in Note 10 to the Consolidated Financial Statements. The Company also provides the effects ofhypothetical changes in those assumptions in the Critical Accounting Estimates section of the MD&A beginning on page 58 of this Form 10‐K.The Company excludes the results of the GMIB business from adjusted income from operations because the fair value of GMIB assets and liabilities must be recalculated each quarter using updatedcapital market assumptions. The resulting changes in fair value, which are reported in shareholders’ net income, are volatile and unpredictable.
Results of Operations

Financial Summary
(In millions) 2011 2010 2009Premiums and fees $ 24 $ 25 $ 29Net investment income 103 114 113Other revenues (4) (158) (283)Segment revenues 123 (19) (141)Benefits and expenses 405 91 (419)Income (loss) before income taxes (benefits) (282) (110) 278Income taxes (benefits) (99) (136) 93
SEGMENT EARNINGS (LOSS)  (183)  26  185Less: special items (after‐tax) included in segment earnings:Resolution of federal tax matters (See Note 19 to the Consolidated Financial Statements) ‐ 97 ‐Loss on Reinsurance transaction (See Note 3 to the Consolidated Financial Statements) ‐ (20) ‐Less: results of GMIB business (135) (24) 209
ADJUSTED LOSS FROM OPERATIONS $ (48) $ (27) $ (24)Realized investment gains (losses), net of taxes $ 4 $ 5 $ (2)

Segment results in 2011 reflected higher losses for the GMIB and GMDB businesses compared to 2010 due to the significant declines in interest rates, periods of high volatility, and less favorable equitymarket conditions during 2011. In addition, segment results in 2010 reflect the favorable effect of resolving a federal tax matter.Segment earnings declined significantly in 2010 compared with 2009, primarily due to the reduction in earnings from the GMIB business, partially offset by the gain resulting from the resolution of afederal tax matter and reduced charges in 2010 to strengthen GMDB reserves ($34 million after‐tax for 2010, compared to $47 million after‐tax for 2009).For additional discussion of GMIB results, see “Benefits and Expenses” below.
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Other RevenuesOther revenues consisted of gains and losses from futures contracts used in the GMDB equity hedge program for all years, and beginning in 2011, for the GMIB equity hedge program. Other revenues in2011 also included gains and losses from interest rate futures and LIBOR swap contracts used in the GMDB and GMIB hedge programs (see Note 12 to the Consolidated Financial Statements). Thecomponents were as follows:

(In millions) 2011 2010 2009GMDB ‐ Equity Hedge Program $ (45) $ (157) $ (282)GMDB ‐ Growth Interest Rate Hedge Program 31 ‐ ‐Other, including GMIB Hedge Programs 10 (1) (1)
TOTAL OTHER REVENUES $ (4) $ (158) $ (283)

The hedging programs generally produce losses when equity markets and interest rates are rising and gains when equity markets and interest rates are falling. Higher levels of equity market volatilityresulted in losses in 2011, even though equity market levels were flat to slightly lower. Amounts reflecting related changes in liabilities for GMDB contracts were included in benefits and expensesconsistent with GAAP when a premium deficiency exists,  resulting in no effect on shareholders’ net income (see below “Other Benefits and Expenses”).  Changes in liabilities for GMIB contracts,including the portion covered by the hedges, are recorded in GMIB fair value (gain) loss.
Benefits and ExpensesBenefits and expenses were comprised of the following:

(In millions) 2011 2010 2009GMIB fair value (gain) loss $ 234 $ 55 $ (304)Other benefits and expenses 171 36 (115)
BENEFITS AND EXPENSES $ 405 $ 91 $ (419)

GMIB fair value (gain) loss.  Under the  GAAP guidance  for fair value  measurements,  the  Company’s  results  of operations  are  expected to  be  volatile  in  future  periods  because  capital  marketassumptions needed to estimate the assets and liabilities for the GMIB business are based largely on market‐observable inputs at the close of each reporting period including interest rates (LIBORswap curve) and market‐implied volatilities. See Note 10 to the Consolidated Financial Statements for additional information about assumptions and asset and liability balances related to GMIB.GMIB fair value losses of $234 million for 2011, were primarily due to a decline in both the interest rate used for projecting claim exposure (7‐year Treasury rates) and the rate used for projectingmarket returns and discounting (LIBOR swap curve).GMIB fair value losses of $55 million for 2010, were primarily due to declining interest rates, partially offset by increases in underlying account values resulting from favorable equity and bond fundreturns.GMIB fair value gains of $304 million for 2009, were primarily due to increases in interest rates and increases in underlying account values in the period resulting from favorable equity market andbond fund returns. These favorable effects were partially offset by increases to the annuitization assumption and updates to the lapse assumptions.The GMIB liabilities and related assets are calculated using an internal model and assumptions from the viewpoint of a hypothetical market participant. This resulting liability (and related asset) ishigher than the Company believes will ultimately be required to settle claims primarily because the Company does not believe that the market‐observable interest rates used to project growth inaccount values of the underlying mutual funds reflect actual growth expected over the next 15 to 20 years (the time period over which GMIB claims are expected to occur).However, the Company’s expectation that GMIB claim payments will be lower than the liability recorded at fair value may not be fully realized under certain circumstances. For example, significantdeclines in mutual fund values that underlie the contracts together with declines in the 7‐year Treasury rates (used to determine claim payments) similar to what occurred periodically during the lastfew years would increase the expected amount of claims that would be paid out for contractholders who choose to annuitize. It is also possible that such unfavorable market conditions would have animpact on the level of contractholder annuitizations, particularly if these unfavorable market conditions persisted for an extended period.
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Other Benefits and Expenses are comprised of the following:

(In millions) 2011 2010 2009Results of GMDB equity and growth interest rate hedging programs $ (14) $ (157) $ (282)GMDB reserve strengthening 70 52 73Other GMDB, primarily accretion of discount 82 85 87GMDB benefit expense (income) 138 (20) (122)Loss on reinsurance of workers’ compensation and personal accident business ‐ 31 ‐Other, including operating expenses 33 25 7
OTHER BENEFITS AND EXPENSES (INCOME) $ 171 $ 36 $ (115)

Other Benefits and Expenses

Capital market movementsThe increase in benefits expense in 2011 reflects significantly more unfavorable equity market conditions in 2011 compared to 2010 and 2009. Due to the additional growth interest rate hedge in 2011,the expense included additional amounts due to declines in interest rates for the liability that is subject to the growth interest rate hedge. As explained in Other revenues above, these changes do notaffect shareholders’ net income because they are offset by gains or losses on futures contracts used to hedge equity market performance.
GMDB reserve strengtheningThe following highlights the impacts of GMDB reserve strengthening:The 2011 reserve strengthening was primarily driven by:• adverse impacts due to volatile equity market conditions. Volatility risk is not covered by the hedging programs. Also, the equity market volatility reduced the effectiveness of the hedging program forequity market exposures, in part because the market does not offer futures contracts that exactly match the diverse mix of equity fund investments held by contractholders.• adverse interest rate impacts reflecting management’s consideration of the anticipated impact of continuing low current short‐term interest rates. This evaluation also led management to lower themean investment performance assumption for equity funds from 5% to 4.75% for those funds not subject to the growth interest rate hedge program.• adverse impacts of overall market declines in the third quarter of 2011 that include an increase in the provision for expected future partial surrenders and declines in the value of contractholders’non‐equity investments such as bond funds, neither of which are included in the hedge programs.The 2010 reserve strengthening primarily reflects management’s consideration of the anticipated impact of the continued low level of current short‐term interest rates and,  to a lesser extent,  areduction in assumed lapse rates for policies that have taken or are assumed to take significant partial withdrawals. The 2009 reserve strengthening was primarily due to an increase in the provision forfuture partial surrenders due to overall market declines in the first quarter, adverse volatility‐related impacts due to turbulent equity market conditions and adverse interest rate impacts.See Note 6 to the Consolidated Financial Statements for additional information about assumptions and reserve balances related to GMDB.
Other, including operating expensesThe increase in 2011 compared with 2010 was due to the reduced favorable impacts of reserve studies,  and the increase in 2010 compared to 2009 was due to the reduced impact of favorablesettlements and commutations on business that was ceded to Enstar Group Limited on December 31, 2010.
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Segment SummaryThe Company’s payment obligations for underlying reinsurance exposures assumed by the Company under these contracts are based on ceding companies’ claim payments. For GMDB and GMIB, claimpayments vary because of changes in equity markets and interest rates, as well as mortality and policyholder behavior. Any of these claim payments can extend many years into the future, and theamount of the ceding companies’ ultimate claims, and therefore the amount of the Company’s ultimate payment obligations and corresponding ultimate collection from retrocessionaires may not beknown with certainty for some time.The  Company’s  reserves  for  underlying  reinsurance  exposures  assumed  by  the  Company,  as  well  as  for  amounts  recoverable  from  retrocessionaires,  are  considered  appropriate  as  ofDecember 31, 2011, based on current information. However, it is possible that future developments, which could include but are not limited to worse than expected claim experience and higher thanexpected volatility, could have a material adverse effect on the Company’s consolidated results of operations and financial condition. The Company bears the risk of loss if its payment obligations tocedents increase or if its retrocessionaires are unable to meet, or successfully challenge, their reinsurance obligations to the Company.
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Segment DescriptionCigna’s Other Operations segment includes the results of the following businesses:• corporate‐owned life insurance (“COLI”);• deferred gains recognized from the 1998 sale of the individual life insurance and annuity business and the 2004 sale of the retirement benefits business; and• run‐off settlement annuity business.COLI has contributed the majority of earnings in Other Operations for the periods presented. The COLI regulatory environment continues to evolve, with various federal budget related proposalsrecommending changes in policyholder tax treatment. Although regulatory and legislative activity could adversely impact our business and policyholders, management does not expect the impact tomaterially affect the Company’s results of operations, financial condition or liquidity.
Results of Operations

Financial Summary
(In millions) 2011 2010 2009Premiums and fees $ 114 $ 114 $ 112Net investment income 400 404 407Other revenues 55 60 64Segment revenues 569 578 583Benefits and expenses 451 454 466Income before taxes 118 124 117Income taxes 29 39 31
SEGMENT EARNINGS  89  85  86Completion of IRS examination (See Note 19 to the Consolidated Financial Statements) 4 ‐ 1
ADJUSTED INCOME FROM OPERATIONS $ 85 $ 85 $ 85Realized investment gains (losses), net of taxes $ 6 $ 5 $ (6)

Segment earnings increased in 2011 compared with 2010, reflecting a $4 million increase to earnings due to the completion of the Company’s 2007 and 2008 IRS examination during the first quarter of2011.Adjusted income from operations were flat in 2011 compared with 2010, reflecting higher COLI earnings due to higher interest margins, offset by lower earnings associated with the sold businessesdue to the continued decline in deferred gain amortization.Segment earnings and adjusted income from operations were flat in 2010 compared with 2009, reflecting an increase in COLI earnings driven by higher investment income and favorable mortality,primarily offset by the continued decline in deferred gain amortization associated with the sold businesses.
Revenues
Premiums and fees reflect fees charged primarily on universal life insurance policies in the COLI business. Such amounts were relatively flat reflecting a stable block of business.
Net investment income decreased 1% in 2011 compared with 2010, and decreased 1% in 2010 compared with 2009 due to lower portfolio yields partially offset by higher average invested assets.
Other revenues decreased 8% in 2011 compared with 2010 and decreased 6% in 2010 compared with 2009 primarily due to lower deferred gain amortization related to the sold retirement benefitsand individual life insurance and annuity businesses.For more information regarding the sale of these businesses see Note 7 of the Consolidated Financial Statements beginning on page 117 of this Form 10‐K.
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DescriptionCorporate reflects amounts not allocated to other segments, such as net interest expense (defined as interest on corporate debt less net investment income on investments not supporting segmentoperations), interest on uncertain tax positions, certain litigation matters, intersegment eliminations, compensation cost for stock options and certain corporate overhead expenses such as directors’expenses and, beginning in 2010, pension expense related to the Company’s frozen pension plans.
Financial Summary
(In millions) 2011 2010 2009

SEGMENT LOSS $ (184) $ (211) $ (142)Less: special items (after‐tax) included in segment loss:Cost associated with HealthSpring acquisition (28) ‐ ‐Resolution of Federal Tax Matter (See Note 19 to the Consolidated Financial Statements) ‐ 4 ‐Loss on early extinguishment of debt (See Note 15 to the Consolidated Financial Statements) ‐ (39) ‐Completion of IRS examination (See Note 19 to the Consolidated Financial Statements) 14 ‐ 12
ADJUSTED LOSS FROM OPERATIONS $ (170) $ (176) $ (154)

Corporate’s segment loss was lower in 2011 compared with 2010 primarily reflecting a tax benefit from completing the IRS examination and absence of the 2010 loss on debt extinguishment, partiallyoffset by costs associated with the HealthSpring acquisition, all of which were reported as special items.Corporate’s adjusted loss from operations was lower in 2011 compared with 2010 primarily reflecting decreased pension expense and lower tax adjustments related to postretirement benefits andcompensation resulting from Health Care Reform. These factors were partially offset by increased net interest expense due to higher average borrowings outstanding in 2011.Corporate’s segment loss and adjusted loss from operations were higher in 2010 compared with 2009 primarily reflecting:• higher net interest expense, primarily driven by a higher long‐term debt balance;• tax adjustments related to postretirement benefits and compensation resulting from health care reform;• pension expense related to the Company’s frozen pension plans which was reported in Corporate beginning in 2010; and• for the segment loss, the after‐tax loss on early extinguishment of debt of $39 million.These unfavorable effects were partially offset by lower spending on strategic initiatives and lower directors’ deferred compensation expense.
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Financial Summary
(In millions) 2011 2010 2009Short‐term investments $ 225 $ 174 $ 493Cash and cash equivalents $ 4,690 $ 1,605 $ 924Short‐term debt $ 104 $ 552 $ 104Long‐term debt $ 4,990 $ 2,288 $ 2,436Shareholders’ equity $ 8,344 $ 6,645 $ 5,417

The Company maintains liquidity at two levels: the subsidiary level and the parent company level.Liquidity requirements at the subsidiary level generally consist of:• claim and benefit payments to policyholders;• operating expense requirements, primarily for employee compensation and benefits; and• federal tax payments to the parent company under an intercompany tax sharing agreement.The Company’s subsidiaries normally meet their operating requirements by:• maintaining appropriate levels of cash, cash equivalents and short‐term investments;• using cash flows from operating activities;• selling investments;• matching investment durations to those estimated for the related insurance and contractholder liabilities; and• borrowing from its parent company.Liquidity requirements at the parent level generally consist of:• debt service and dividend payments to shareholders;• pension plan funding; and• federal tax payments.The parent normally meets its liquidity requirements by:• maintaining appropriate levels of cash, cash equivalents and short‐term investments;• collecting dividends and federal tax payments from its subsidiaries;• using proceeds from issuance of debt and equity securities; and• borrowing from its subsidiaries.Cash flows for the years ended December 31, were as follows:
(In millions) 2011 2010 2009Operating activities $ 1,491 $ 1,743 $ 745Investing activities $ (1,270) $ (1,342) $ (1,485)Financing activities $ 2,867 $ 274 $ 307

Cash flows from operating activities consist of cash receipts and disbursements for premiums and fees, mail order pharmacy and other revenues, gains (losses) recognized in connection with theCompany’s GMDB equity hedge program, investment income, taxes, and benefits and expenses.Because certain income and expense transactions do not generate cash, and because cash transactions related to revenue and expenses may occur in periods different from when those revenues andexpenses are recognized in shareholders’ net income, cash flows from operating activities can be significantly different from shareholders’ net income.
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Cash flows from investing activities generally consist of net investment purchases or sales and net purchases of property and equipment, which includes capitalized software, as well as cash used toacquire businesses.Cash flows from financing activities are generally comprised of issuances and re‐payment of debt at the parent level, proceeds on the issuance of common stock in the open market and resulting fromstock option exercises, and stock repurchases. In addition, the subsidiaries report net deposits/withdrawals to/from investment contract liabilities (that include universal life insurance liabilities)because such liabilities are considered financing activities with policyholders.
2011:

Operating activitiesFor the year ended December 31, 2011, cash flows from operating activities were greater than net income by $163 million. Net income contains certain pre‐tax income and expense items that neitherprovide nor use operating cash flow, including:• GMIB fair value loss of $ 234 million;• net charges related to special items of $40 million;• tax benefits related to resolution of a federal tax matter of $33 million;• depreciation and amortization charges of $ 345 million; and• realized investment gains of $ 62 million.Cash flows from operating activities were lower than net income excluding the items noted above by $361 million. Excluding cash outflows of $45 million associated with the GMDB equity hedgeprogram (which did not affect shareholders’ net income), cash flows from operating activities were lower than net income by $316 million. This result primarily reflects domestic qualified pensioncontributions of $250 million as well as significant claim run‐out from the Medicare IPFFS business, that the Company exited in 2011.Cash flows from operating activities decreased by $252 million in 2011 compared with 2010. Excluding the results of the GMDB equity hedge program (that did not affect net income), cash flows fromoperating activities  decreased by $364 million.  This decrease in 2011 primarily reflects  higher management compensation,  income tax and pension payments in 2011 compared with 2010 andunfavorable operating cash flows in the Medicare IPFFS business in 2011 due to significant claim run‐out compared to significant favorable operating cash flows from the growth of this business in2010. Operating cash flows were favorably affected in 2010 because paid claims on this business growth lagged premium collections.
Investing activitiesCash used in investing activities  was $1.3 billion.  This use of cash primarily consisted of net purchases of investments of $746 million,  cash used to  fund acquisitions (net of cash acquired) of$114 million, and net purchases of property and equipment of $422 million.
Financing activitiesCash provided from financing activities primarily consisted of net proceeds from the issuance of long‐term debt of $2.7 billion and proceeds on issuances of common stock of $734 million, primarilyused  to  fund the  acquisition  of Healthspring,  Inc.  See  the  Capital  Resources  section  for further information.  Financing  activities  also  included  net  deposits  to  contractholder deposit  funds  of$145 million. These inflows were partially offset by scheduled payments of debt of $451 million and common stock repurchases of $225 million.
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2010:

Operating activitiesFor the year ended December 31, 2010, cash flows from operating activities were greater than net income by $394 million. Net income contains certain income and expense items that neither providenor use operating cash flow, including:• GMIB fair value loss of $ 55 million;• a pre‐tax loss on the transfer of the workers’ compensation and personal accident business of $31 million;• tax benefits related to the resolution of a federal tax matter of $101 million;• depreciation and amortization charges of $ 292 million; and• realized investment gains of $ 75 million.Cash flows from operating activities were greater than net income excluding the items noted above by $192 million. Excluding cash outflows of $157 million associated with the GMDB equity hedgeprogram, (that did not affect shareholders’ net income) cash flows from operating activities were higher than net income by $349 million. This result primarily reflects premium growth in the HealthCare segment’s risk businesses due to significant new business in 2010 and tax payments lower than expense due to favorable effects of benefit plans (primarily pension) and deferred foreign earnings,partially offset by pension contributions of $212 million.Cash flows from operating activities increased by $998 million in 2010 compared with 2009. Excluding the results of the GMDB equity hedge program (that did not affect net income), cash flows fromoperating activities increased by $873 million. This increase in 2010 primarily reflects premium growth in the Health Care segment’s risk businesses as noted above and earnings growth in the HealthCare, Disability and Life and International segments as well as lower contributions to the qualified domestic pension plan ($212 million in 2010, compared with $410 million in 2009). These favorableeffects were partially offset by higher management compensation and income tax payments in 2010 compared with 2009.
Investing activitiesCash used in investing activities  was $1.3 billion.  This use of cash primarily consisted of net purchases of investments of $503 million,  cash used to  fund acquisitions (net of cash acquired) of$344 million, net cash used to transfer the run‐off workers’ compensation and personal accident assumed reinsurance business via a reinsurance transaction of $190 million, and net purchases ofproperty and equipment of $ 300 million.
Financing activitiesCash provided from financing activities primarily consisted of net proceeds from the issuance of long‐term debt of $543 million, partially offset by debt repayments of $270 million primarily to retire aportion of the 8.5% Notes due 2019 and the 6.35% Notes due 2018 as a result of the tender offers to bondholders. See the Capital Resources section for more information. Financing activities alsoincluded net deposits to contractholder deposit funds of $90 million and proceeds on issuances of common stock of $64 million. These inflows were partially offset by common stock repurchases of$201 million.
Interest expense on long‐term debt, short‐term debt and capital leases was as follows:

(In millions) 2011 2010 2009Interest expense $ 202 $ 182 $ 166
The increase in interest expense in 2011 was primarily due to higher average borrowings in 2011 from issuing debt in March and November 2011.
The Company’s capital resources (primarily retained earnings and the proceeds from the issuance of debt and equity securities) provide protection for policyholders, furnish the financial strength tounderwrite insurance risks and facilitate continued business growth.
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Management, guided by regulatory requirements and rating agency capital guidelines, determines the amount of capital resources that the Company maintains. Management allocates resources to newlong‐term business commitments when returns, considering the risks, look promising and when the resources available to support existing business are adequate.The Company prioritizes its use of capital resources to:• provide capital necessary to support growth and maintain or improve the financial strength ratings of subsidiaries;• consider acquisitions that are strategically and economically advantageous; and• return capital to investors through share repurchase.The availability of capital resources will be impacted by equity and credit market conditions. Extreme volatility in credit or equity market conditions may reduce the Company’s ability to issue debt orequity securities.
Sources of Capital

Debt FinancingsDuring 2011 and 2010, the Company entered into the following debt financings. For further information on these debt financings, see Note 15 to the Consolidated Financial Statements.• On November 10, 2011, the Company issued $2.1 billion of long‐term debt to fund the HealthSpring acquisition as follows: $600 million of 5‐Year Notes at 2.75%, $750 million of 10‐Year Notes at 4%,and $750 million of 30‐Year Notes at 5.375%.• In June 2011, the Company entered into a new five‐year revolving credit and letter of credit agreement for $1.5 billion that permits up to $500 million to be used for letters of credit. The creditagreement includes options that are subject to  consent by the administrative agent and the committing banks,  to  increase the commitment amount to  $2 billion and to  extend the term pastJune 2016.• In March 2011, the Company issued $300 million of 10‐Year Notes at 4.5% and $300 million of 30‐Year Notes at 5.875%. The proceeds were used for general corporate purposes, including therepayment of maturing debt in 2011.• In December 2010, the Company issued $250 million of 10‐Year Notes at 4.375%. The proceeds of this debt were used to fund the tender offer for the Company’s 8.5% Senior Notes due 2019 and the6.35% Senior Notes due 2018 (described further below under uses of capital).• In May 2010, the Company issued $300 million of 10‐Year Notes at 5.125%. The proceeds of this debt were used for general corporate purposes.
Equity FinancingOn November 16, 2011, the Company issued 15.2 million shares of its common stock at $42.75 per share. Proceeds were $650 million ($629 million net of underwriting discount and fees).  Theproceeds were used to fund the HealthSpring acquisition in January 2012.
Uses of Capital

AcquisitionsIn 2011, the Company paid approximately $115 million to acquire FirstAssist, and in 2010, the Company acquired Vanbreda International for $412 million. The acquisitions were funded from availablecash. See Note 3 for further information.
Pension fundingThe Company contributed $250 million to its domestic qualified pension plans in 2011, $212 million in 2010 and $410 million in 2009.
Share repurchaseIn 2011 the Company repurchased 5.3 million shares for approximately $225 million. The total remaining share repurchase authorization as of February 23, 2012 was $522 million. The Companyrepurchased 6.2 million shares for $201 million during 2010, and did not repurchase any shares in 2009.
Arbor fundingThe Company deployed $150 million of capital  to  its  subsidiary,  Cigna Arbor Life Insurance Company (“Arbor”) in support of an internal reinsurance transaction related to  the GMDB and GMIBbusinesses. See page 51 of this MD&A under “Run‐off Operations” for additional discussion of this matter.
Repayments of long-term debtIn 2011, the Company repaid $449 million in maturing long‐term debt. In December 2010, the Company settled approximately $270 million of outstanding debt (8.5% Notes and 6.35% Notes) througha tender offer process. See Note 15 to the Consolidated Financial Statements for additional information.
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At December 31, 2011, there was approximately $3.8 billion in cash and short‐term investments available at the parent company level. In 2012, the parent company’s cash obligations are expected toconsist of the following:• Acquisition of HealthSpring for approximately $3.8 billion;• scheduled interest payments of $246 million on outstanding long‐term debt of $5.0 billion at December 31, 2011;• contributions to the domestic qualified pension plan of $250 million; and• approximately $100 million of commercial paper outstanding as of December 31, 2011. The Company expects to have approximately $225 million outstanding as of March 31, 2012.Based on cash on hand, current projections for dividends from the Company’s subsidiaries, as well as its ability to issue additional commercial paper, debt or equity securities in the capital markets, theCompany expects to have sufficient liquidity to meet its obligations.However, the Company’s cash projections may not be realized and the demand for funds could exceed available cash if:• ongoing businesses experience unexpected shortfalls in earnings;• regulatory restrictions or rating agency capital guidelines reduce the amount of dividends available to be distributed to the parent company from the insurance and HMO subsidiaries (including theimpact of equity market deterioration and volatility on subsidiary capital);• significant disruption or volatility in the capital and credit markets reduces the Company’s ability to raise capital or creates unexpected losses related to the GMDB and GMIB businesses;• a substantial increase in funding over current projections is required for the Company’s pension plan; or• a substantial increase in funding is required for the Company’s GMDB and GMIB equity and interest rate hedge programs.In those cases, the Company expects to have the flexibility to satisfy liquidity needs through a variety of measures, including intercompany borrowings and sales of liquid investments. The parentcompany may borrow up to $600 million from CGLIC without prior state approval. In addition, the Company may use short‐term borrowings, such as the commercial paper program and the committedline of credit agreement of up to $1.5 billion subject to the maximum debt leverage covenant in its line of credit agreement. As of December 31, 2011, the Company had $1.4 billion of borrowingcapacity under the credit agreement, reflecting $118 million of letters of credit issued as of December 31,  2011. Within the maximum debt leverage covenant in the line of credit agreement,  theCompany has approximately $4 billion of additional borrowing capacity in addition to the $5.1 billion of debt outstanding.Though the Company believes it has adequate sources of liquidity, significant disruption or volatility in the capital and credit markets could affect the Company’s ability to access those markets foradditional borrowings or increase costs associated with borrowing funds.
Solvency regulationMany states have adopted some form of the National Association of Insurance Commissioners (“NAIC”) model solvency‐related laws and risk‐based capital rules (“RBC rules”) for life and healthinsurance companies. The RBC rules recommend a minimum level of capital depending on the types and quality of investments held, the types of business written and the types of liabilities incurred. Ifthe ratio of the insurer’s adjusted surplus to its risk‐based capital falls below statutory required minimums, the insurer could be subject to regulatory actions ranging from increased scrutiny toconservatorship.In addition, various non‐U.S. jurisdictions prescribe minimum surplus requirements that are based upon solvency, liquidity and reserve coverage measures. During 2011, the Company’s HMOs and lifeand health insurance subsidiaries, as well as non‐U.S. insurance subsidiaries, were compliant with applicable RBC and non‐U.S. surplus rules.
Unfunded Pension Plan LiabilityAs of December 31, 2011, the unfunded pension liability was $1.8 billion, an increase from December 31, 2010, reflecting a decline in discount rates of 100 basis points, and lower than expected assetreturns, partially offset by pension contributions of $250 million in 2011. Pension contributions in 2012 under the Pension Protection Act of 2006 are not expected to significantly change from theCompany’s planned funding targets, since discount rates used for funding purposes are based on a 24‐month moving average that is less susceptible to volatility than the rate required to be used tocompute the liability for the financial statements.
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Solvency IICigna’s businesses in the European Union will be subject to the directive on insurance regulation and solvency requirements known as Solvency II.  This directive will impose economic risk‐basedsolvency requirements and supervisory rules and is expected to become effective in January 2014, although certain regulators are requiring companies to demonstrate technical capability and complywith increased capital levels in advance of the effective date. Cigna’s European insurance companies are capitalized at levels consistent with projected Solvency II requirements and in compliance withanticipated technical capability requirements.
The Company is contingently liable for various contractual obligations entered into in the ordinary course of business. The maturities of the Company’s primary contractual cash obligations, as ofDecember 31, 2011, are estimated to be as follows:

(In millions, on an undiscounted basis) Total Less than 1 year 1-3 years 4-5 years After 5 years

On-Balance Sheet:Insurance liabilities:Contractholder deposit funds $ 7,251 $ 724 $ 943 $ 807 $ 4,777Future policy benefits 11,149 462 1,031 943 8,713Health Care medical claims payable 1,095 1,071 15 1 8Unpaid claims and claims expenses 4,617 1,466 869 598 1,684Short‐term debt 104 104 ‐ ‐ ‐Long‐term debt 9,202 247 555 1,125 7,275Other long‐term liabilities 1,337 546 237 146 408
Off-Balance Sheet:  Purchase obligations 1,117 596 296 49 176Operating leases 547 108 180 119 140
TOTAL $ 36,419 $ 5,324 $ 4,126 $ 3,788 $ 23,181

• Insurance liabilities. Contractual cash obligations for insurance liabilities, excluding unearned premiums and fees, represent estimated net benefit payments for health, life and disability insurancepolicies and annuity contracts.  Recorded contractholder deposit funds reflect current fund balances primarily from universal life customers. Contractual cash obligations for these universal lifecontracts are estimated by projecting future payments using assumptions for lapse, withdrawal and mortality. These projected future payments include estimated future interest crediting on currentfund balances based on current investment yields less the estimated cost of insurance charges and mortality and administrative fees. Actual obligations in any single year will vary based on actualmorbidity,  mortality,  lapse,  withdrawal,  investment and premium experience. The sum of the obligations presented above exceeds the corresponding insurance and contractholder liabilities of$17 billion recorded on the balance sheet because the recorded insurance liabilities reflect discounting for interest and the recorded contractholder liabilities exclude future interest crediting,charges and fees. The Company manages its investment portfolios to generate cash flows needed to satisfy contractual obligations. Any shortfall from expected investment yields could result inincreases to recorded reserves and adversely impact results of operations. The amounts associated with the sold retirement benefits and individual life insurance and annuity businesses, as well asthe reinsured workers’ compensation and personal accident businesses, are excluded from the table above as net cash flows associated with them are not expected to impact the Company. The totalamount of these reinsured reserves excluded is approximately $6 billion.• Short-term debt represents commercial paper, current maturities of long‐term debt, and current obligations under capital leases.• Long-term debt includes scheduled interest payments. Capital leases are included in long‐term debt and represent obligations for software licenses.
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• Other long-term liabilities. These items are presented in accounts payable,  accrued expenses and other liabilities in the Company’s Consolidated Balance Sheets.  This table includes estimatedpayments for GMIB contracts, pension and other postretirement and postemployment benefit obligations, supplemental and deferred compensation plans, interest rate and foreign currency swapcontracts, and certain tax and reinsurance liabilities.Estimated payments of $94 million for deferred compensation, non‐qualified and International pension plans and other postretirement and postemployment benefit plans are expected to be paid inless than one year.  The Company’s best estimate is  that contributions to the qualified domestic pension plans during 2012 will be approximately $250 million.  The Company expects to makepayments subsequent to 2012 for these obligations, however subsequent payments have been excluded from the table as their timing is based on plan assumptions which may materially differ fromactual activities (see Note 9 to the Consolidated Financial Statements for further information on pension and other postretirement benefit obligations).The above table also does not contain $52 million of gross liabilities for uncertain tax positions because the Company cannot reasonably estimate the timing of their resolution with the respectivetaxing authorities. See Note 19 to the Consolidated Financial Statements for the year ended December 31, 2011 for further information.
• Purchase obligations. As of December 31, 2011, purchase obligations consisted of estimated payments required under contractual arrangements for future services and investment commitments asfollows:

(In millions)  Fixed maturities $ 16Commercial mortgage loans 162Real estate 9Limited liability entities (other long‐term investments) 407Total investment commitments 594Future service commitments 523
TOTAL PURCHASE OBLIGATIONS $ 1,117

The Company had commitments to invest in limited liability entities that hold real estate, loans to real estate entities or securities. See Note 11(D) to the Consolidated Financial Statements foradditional information.Future  service  commitments  include  an  agreement  with  IBM  for various  information  technology  (IT)  infrastructure  services.  The  Company’s  remaining  commitment  under this  contract  isapproximately $162 million over the next 2 years. The Company has the ability to terminate this agreement with 90 days notice, subject to termination fees.The Company’s remaining estimated future service commitments primarily represent contracts for certain outsourced business processes and IT maintenance and support. The Company generallyhas the ability to terminate these agreements, but does not anticipate doing so at this time. Purchase obligations exclude contracts that are cancelable without penalty and those that do not specifyminimum levels of goods or services to be purchased.• Operating leases. For additional information, see Note 21 to the Consolidated Financial Statements.
The Company,  through its  subsidiaries,  is  contingently liable  for various  financial  and other guarantees  provided in the  ordinary course  of business.  See  Note 23 to  the  Consolidated FinancialStatements for additional information on guarantees.

CIGNA CORPORATION – 2011 Form 10-K – 84



Back to Contents

The Company’s investment assets do not include separate account assets. Additional information regarding the Company’s investment assets and related accounting policies is included in Notes 2, 10,11, 12, 13, 14 and 17 to the Consolidated Financial Statements.
Investments in fixed maturities include publicly traded and privately placed debt securities, mortgage and other asset‐backed securities, preferred stocks redeemable by the investor, hybrid and tradingsecurities. Fair values are based on quoted market prices when available. When market prices are not available, fair value is generally estimated using discounted cash flow analyses, incorporatingcurrent market inputs for similar financial instruments with comparable terms and credit quality.  In instances where there is little or no market activity for the same or similar instruments,  theCompany estimates fair value using methods, models and assumptions that the Company believes a hypothetical market participant would use to determine a current transaction price.The prices the Company used to value investment assets are representative of prices that would be received to sell the assets at the measurement date (exit prices) and are classified appropriately inthe fair value hierarchy. The Company performs ongoing analyses of prices used to value invested assets to determine that they represent appropriate estimates of fair value. This process involvesquantitative and qualitative analysis that is overseen by the Company’s investment professionals, including reviews of pricing methodologies, judgments of valuation inputs, and assessments of thesignificance of any unobservable inputs, pricing statistics and trends. These reviews are also designed to ensure prices do not become stale, have reasonable explanations as to why they have changedfrom prior valuations, or require additional review of other anomalies. The Company also performs sample testing of sales values to confirm the accuracy of prior fair value estimates. Exceptionsidentified during these processes indicate that adjustments to prices are infrequent and result in immaterial adjustments to the valuations.The Company’s fixed maturity portfolio continues to be diversified by issuer and industry type, with no single industry constituting more than 10% of total invested assets as of December 31, 2011.

(In millions) 2011 2010Federal government and agency $ 958 $ 687State and local government 2,456 2,467Foreign government 1,274 1,154Corporate 10,513 9,444Federal agency mortgage‐backed 9 10Other mortgage‐backed 80 88Other asset‐backed 927 859
TOTAL $ 16,217 $ 14,709

As of December 31, 2011, $14.9 billion, or 92%, of the fixed maturities in the Company’s investment portfolio were investment grade (Baa and above, or equivalent), and the remaining $1.3 billion werebelow investment grade. The majority of the bonds that are below investment grade are rated at the higher end of the non‐investment grade spectrum. These quality characteristics have not materiallychanged during the year.The net appreciation of the Company’s fixed maturity portfolio increased $696 million during 2011, driven by a decline in market yields. Although asset values are well in excess of amortized cost, thereare specific securities with amortized cost in excess of fair value by approximately $65 million as of December 31, 2011. See note 11 to the Consolidated Financial Statements for further information.
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Corporate fixed maturities includes private placement investments of $5.8 billion, which are generally less marketable than publicly‐traded bonds, but yields on these investments tend to be higherthan yields on publicly‐traded bonds with comparable credit risk. The Company performs a credit analysis of each issuer, diversifies investments by industry and issuer and requires financial and othercovenants that allow the Company to monitor issuers for deteriorating financial strength and pursue remedial actions, if warranted. Also included in corporate fixed maturities are investments incompanies that are domiciled or have significant business interests in European countries with the most significant political or economic concerns (Portugal, Italy, Ireland, Greece, and Spain). Fixedmaturity investments in these companies represent approximately $350 million at December 31, 2011, have an average quality rating of BAA and are diversified by industry sector. Financial institutionscomprised less than 5% of investments in these companies.The Company invests in high quality foreign government obligations, with an average quality rating of AA as of December 31, 2011. These investments are primarily concentrated in Asia consistent withthe geographic distribution of the international business operations, including government obligations of South Korea, Indonesia, Taiwan and Hong Kong. Foreign government obligations also include$136 million of investments in European sovereign debt, including $8 million in countries with the most significant political or economic concerns (Portugal, Italy, Ireland, Greece, and Spain).The Company’s investment in state and local government securities is diversified by issuer and geography with no single exposure greater than $35 million. The Company assesses each issuer’s creditquality based on a fundamental analysis of underlying financial information and does not rely solely on statistical rating organizations or monoline insurer guarantees. As of December 31, 2011, 97% ofthe Company’s investments in these securities were rated A3 or better excluding guarantees by monoline bond insurers, consistent with December 31, 2010. As of December 31, 2011, approximately64% or $1,564 million of the Company’s total investments in state and local government securities were guaranteed by monoline bond insurers, providing additional credit quality support. The qualityratings of these investments with and without this guaranteed support as of December 31, 2011 were as follows:

(In millions) Quality Rating

As of December 31, 2011

Fair Value

With Guarantee Without GuaranteeState and local governments Aaa $ 129 $ 129Aa1‐Aa3 1,157 1,101A1‐A3 237 290Baa1‐Baa3 41 21Ba1‐Ba3 ‐ 21Not available ‐ 2
TOTAL STATE AND LOCAL GOVERNMENTS  $ 1,564 $ 1,564

As of December 31, 2011, the Company’s investments in other asset and mortgage‐backed securities totaling $1,016 million included $520 million of investment grade private placement securitiesguaranteed by monoline bond insurers. Quality ratings without considering the guarantees for these other asset‐backed securities were not available.As of December 31, 2011, the Company had no direct investments in monoline bond insurers. Guarantees provided by various monoline bond insurers for certain of the Company’s investments in stateand local governments and other asset‐backed securities as of December 31, 2011 were:
Guarantor
(In millions)

As of
December 31, 2011

Indirect ExposureNational Public Finance Guarantee $ 1,261Assured Guaranty Municipal Corp 610AMBAC 174Financial Guaranty Insurance Co. 39
TOTAL $ 2,084
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The Company’s  commercial  mortgage loans  are  fixed rate  loans,  diversified by property type,  location and borrower to  reduce exposure to  potential  losses.  Loans are  secured by high qualitycommercial properties and are generally made at less than 75% of the property’s value at origination of the loan. In addition to property value, debt service coverage, building tenancy and stability ofcash flows are all important financial underwriting considerations. Property type, location, quality, and borrower are all important underwriting considerations as well. The Company holds no directresidential mortgage loans and does not securitize or service mortgage loans.The Company completed its annual in depth review of its commercial mortgage loan portfolio during the second quarter of 2011. This review included an analysis of each property’s year‐end 2010financial statements, rent rolls, operating plans and budgets for 2011, a physical inspection of the property and other pertinent factors. Based on property values and cash flows estimated as part of thisreview, and considering updates for loans where material changes were subsequently identified,  the overall health of the portfolio  improved from 2010, consistent with recovery in many of thecommercial real estate markets.Based on this review and subsequent portfolio activity, the average loan‐to‐value ratio improved to 70% and the debt service coverage ratio was estimated to be 1.40 at December 31, 2011. Theaverage loan‐to‐value ratio decreased from 74% as of December 31, 2010, and the debt service coverage ratio increased from 1.38 as of December 31, 2010. The decrease in average loan‐to‐value ratiogenerally reflects increased valuations for the majority of the underlying properties. Valuation changes varied by property type as apartments and hotels demonstrated the strongest recovery, retail andoffice properties showed modest improvement and industrial properties exhibited a slight decline. The slight increase in debt service coverage ratio reflects greater demand for apartments and hotels,partially offset by slower recovery in leasing rates on industrial properties and ongoing portfolio activity.Commercial real estate capital markets remain most active for well leased, quality commercial real estate located in strong institutional investment markets. The vast majority of properties securing themortgages in Cigna’s mortgage portfolio possess these characteristics. While commercial real estate fundamentals continued to improve in 2011, the improvement has varied across geographies andproperty types. A broad recovery is dependent on continued improvement in the national economy.The following table reflects the commercial mortgage loan portfolio as of December 31, 2011 summarized by loan‐to‐value ratio primarily based on the annual loan review completed during thesecond quarter of 2011.
LOAN-TO-VALUE DISTRIBUTION

Loan-to-Value Ratios

Amortized Cost

% of Mortgage LoansSenior Subordinated TotalBelow 50% $ 299 $ 43 $ 342 10%50% to 59% 537 33 570 17%60% to 69% 854 51 905 28%70% to 79% 517 44 561 17%80% to 89% 397 5 402 12%90% to 99% 275 ‐ 275 8%100% or above 246 ‐ 246 8%
TOTALS $ 3,125 $ 176 $ 3,301 100%

As summarized above, $176 million or 5% of the commercial mortgage loan portfolio is comprised of subordinated notes which were fully underwritten and originated by the Company using itsstandard underwriting procedures and are secured by first mortgage loans. Senior interests in these first mortgage loans were then sold to other institutional investors. This strategy allowed theCompany to effectively utilize its origination capabilities to underwrite high quality loans with strong borrower sponsorship, limit individual loan exposures, and achieve attractive risk adjusted yields.In the event of a default, the Company would pursue remedies up to and including foreclosure jointly with the holders of the senior interests, but would receive repayment only after satisfaction of thesenior interest.In the table above, there are four loans in the “100% or above” category with an aggregate carrying value of $84 million that exceeds the value of their underlying properties by $6 million. All of theseloans have a current debt service coverage of 1.0 or greater, along with significant borrower commitment.
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The commercial mortgage portfolio contains approximately 165 loans, including four impaired loans, totaling $195 million, that are classified as problem loans, resulting in an aggregate default rate of5.9%. All of the remaining loans continue to perform under their contractual terms. The Company has $529 million of loans maturing in the next twelve months. Given the quality and diversity of theunderlying real estate, positive debt service coverage and significant borrower cash investment averaging nearly 30%, the Company remains confident that the vast majority of borrowers will continueto perform as expected under the contract terms.
The Company’s other long‐term investments include $963 million in security partnership and real estate funds as well as direct investments in real estate joint ventures. The funds typically invest inmezzanine debt or equity of privately held companies (securities partnerships) and equity real estate. Given its subordinate position in the capital structure of these underlying entities, the Companyassumes a higher level of risk for higher expected returns. To mitigate risk, investments are diversified across approximately 70 separate partnerships, and approximately 45 general partners whomanage one or more of these partnerships. Also, the funds’ underlying investments are diversified by industry sector or property type, and geographic region. No single partnership investment exceeds8% of the Company’s securities and real estate partnership portfolio.Although the total fair values of investments exceeded their carrying values as of December 31, 2011, the fair value of the Company’s ownership interest in certain funds that are carried at cost was lessthan carrying value by $44 million. Fund investment values continued to improve, but remained at depressed levels reflecting the impact of declines in value experienced predominantly during 2008and 2009 due to economic weakness and disruption in the capital markets, particularly in the commercial real estate market.  The Company expects to recover its carrying value over the averageremaining life of these investments of approximately 6 years. Given the current economic environment, future impairments are possible; however, management does not expect those losses to have amaterial effect on the Company’s results of operations, financial condition or liquidity.
“Problem” bonds and commercial mortgage loans are either delinquent by 60 days or more or have been restructured as to terms, which could include concessions by the Company for modification ofinterest rate,  principal payment or maturity date. “Potential problem” bonds and commercial mortgage loans are considered current (no payment more than 59 days past due),  but managementbelieves they have certain characteristics that increase the likelihood that they may become problems. The characteristics management considers include, but are not limited to, the following:• request from the borrower for restructuring;• principal or interest payments past due by more than 30 but fewer than 60 days;• downgrade in credit rating;• collateral losses on asset‐backed securities; and• for commercial mortgages, deterioration of debt service coverage below 1.0 or value declines resulting in estimated loan‐to‐value ratios increasing to 100% or more.The Company recognizes interest income on problem bonds and commercial mortgage loans only when payment is actually received because of the risk profile of the underlying investment. Theamount that would have been reflected in net income if interest on non‐accrual investments had been recognized in accordance with the original terms was not significant for 2011 or 2010.The following table shows problem and potential problem investments at amortized cost, net of valuation reserves and write‐downs:

(In millions)

December 31, 2011 December 31, 2010

Gross Reserve Net Gross Reserve NetProblem bonds $ 40 $ (13) $ 27 $ 86 $ (39) $ 47Problem commercial mortgage loans (1) 224 (19) 205 90 (4) 86Foreclosed real estate 34 ‐ 34 59 ‐ 59
TOTAL PROBLEM INVESTMENTS $ 298 $ (32) $ 266 $ 235 $ (43) $ 192Potential problem bonds $ 36 $ (10) $ 26 $ 40 $ (10) $ 30Potential problem commercial mortgage loans 141 ‐ 141 305 (8) 297
TOTAL POTENTIAL PROBLEM
INVESTMENTS $ 177 $ (10) $ 167 $ 345 $ (18) $ 327

(1) At December 31, 2011, includes a $10 million restructured loan classified in Other long-term investments that was previously reported in commercial mortgage loans.
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Net  problem investments  represent 1.3% of total  investments  excluding  policy  loans  at  December 31,  2011.  Net  problem investments  increased by  $74  million during  2011 due  primarily  todeterioration of commercial mortgage loans previously considered in good standing or reclassified from potential problem loans, partially offset by the partial sale of a foreclosed real estate property.Net potential problem investments represent .8% of total investments excluding policy loans at December 31,  2011.  Net potential problem investments decreased by $160 million during 2011,reflecting results from the annual in‐depth commercial mortgage loan portfolio review and loan modification, payoff, and refinancing activity.During the second quarter 2011, the Company restructured a $65 million potential problem mortgage loan into two loans, including a $55 million loan at current market terms and a $10 million loan ata below market interest rate.  This restructure resulted in a $65 million reduction to potential problem mortgage loans and a $10 million increase to problem mortgage loans. See Note 11 to theConsolidated Financial Statements for further information.Commercial mortgage loans are considered impaired when it is probable that the Company will not collect all amounts due according to the terms of the original loan agreement. In the above table,problem and potential problem commercial mortgage loans totaling $195 million (net of valuation reserves) at December 31, 2011, are considered impaired. During 2011, the Company recorded a$16 million pre‐tax ($11 million after‐tax) increase to valuation reserves on impaired commercial mortgage loans. See Note 11 to the Consolidated Financial Statements of this Form 10‐K for additionalinformation regarding impaired commercial mortgage loans.Included in after‐tax realized investment results were changes in valuation reserves and asset write‐downs related to commercial mortgage loans and investments in real estate entities as well asother‐than‐temporary impairments on fixed maturity and equity securities as follows:

(In millions) 2011 2010Credit‐related (1) $ 18 $ 24Other 16 1
TOTAL (2) $ 34 $ 25

(1) Credit-related losses include other-than-temporary declines in fair value of fixed maturities and equity securities, and changes in valuation reserves and asset write-downs related to
commercial mortgage loans and investments in real estate entities. The amount related to credit losses on fixed maturities for which a portion of the impairment was recognized in
other comprehensive income was immaterial.
(2) Other-than-temporary impairments on fixed maturities of $17 million in 2011 are included in both the credit related and other categories above. Other-than-temporary impairments
on fixed maturities in 2010 were immaterial.

The financial markets continue to be impacted by economic uncertainty in the United States and Europe, however, asset values increased during 2011, reflecting a decrease in market yields. Futurerealized and unrealized investment results will be impacted largely by market conditions that exist when a transaction occurs or at the reporting date. These future conditions are not reasonablypredictable. Management believes that the vast majority of the Company’s fixed maturity investments will continue to perform under their contractual terms, and that declines in their fair values belowcarrying value are temporary. Based on the strategy to match the duration of invested assets to the duration of insurance and contractholder liabilities, the Company expects to hold a significant portionof these assets for the long term. Future credit‐related losses are not expected to have a material adverse effect on the Company’s financial condition or liquidity.While management believes the commercial mortgage loan portfolio is positioned to perform well due to its solid aggregate loan‐to‐value ratio, strong debt service coverage and minimal underwaterpositions,  broad commercial real estate market fundamentals continue to be under stress reflecting a slow economic recovery.  Should these conditions remain for an extended period or worsensubstantially, it could result in an increase in problem and potential problem loans. Given the current economic environment, future impairments are possible; however, management does not expectthose losses to have a material adverse effect on the Company’s financial condition or liquidity.
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The Company’s assets and liabilities include financial instruments subject to the risk of potential losses from adverse changes in market rates and prices. The Company’s primary market risk exposuresare:• Interest-rate risk on fixed‐rate, medium‐term instruments. Changes in market interest rates affect the value of instruments that promise a fixed return and impact the value of liabilities for reinsuredGMDB and GMIB contracts.• Foreign currency exchange rate risk of the U.S. dollar primarily to the South Korean won, Euro, Taiwan dollar, and British pound. An unfavorable change in exchange rates reduces the carrying valueof net assets denominated in foreign currencies.• Equity price risk for domestic equity securities and for the value of reinsured GMDB and GMIB contracts resulting from unfavorable changes in variable annuity account values based on underlyingmutual fund investments.For further discussion of reinsured contracts, see Note 6 for GMDB contracts and Note 10 for GMIB contracts in the Consolidated Financial Statements.
The Company predominantly relies on three techniques to manage its exposure to market risk:• Investment/liability  matching.  The  Company  generally  selects  investment  assets  with  characteristics  (such  as  duration,  yield,  currency  and  liquidity)  that  correspond  to  the  underlyingcharacteristics of its related insurance and contractholder liabilities so that the Company can match the investments to its obligations. Shorter‐term investments support generally shorter‐term lifeand health liabilities. Medium‐term, fixed‐rate investments support interest‐sensitive and health liabilities. Longer‐term investments generally support products with longer pay out periods such asannuities and long‐term disability liabilities.• Use of local currencies for foreign operations. The Company generally conducts its international business through foreign operating entities that maintain assets and liabilities in local currencies.While this technique does not reduce the Company’s foreign currency exposure of its net assets, it substantially limits exchange rate risk to those net assets.• Use of derivatives. The Company generally uses derivative financial instruments to minimize certain market risks.See Notes 2(C) and 12 to the Consolidated Financial Statements for additional information about financial instruments, including derivative financial instruments.
The examples that follow illustrate the adverse effect of hypothetical changes in market rates or prices on the fair value of certain financial instruments including:• a hypothetical increase in market interest rates, primarily for fixed maturities and commercial mortgage loans, partially offset by liabilities for long‐term debt and GMIB contracts;• a hypothetical strengthening of the U.S. dollar to foreign currencies, primarily for the net assets of foreign subsidiaries denominated in a foreign currency; and• a hypothetical decrease in market prices for equity exposures, primarily for equity securities and GMIB contracts.In addition, the hypothetical adverse effects of an increase in equity indices and foreign exchange rates are presented separately for futures contracts used in the GMDB equity hedge program becausetheir risk of loss occurs when equity markets rise.
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Management believes that actual results could differ materially from these examples because:• these examples were developed using estimates and assumptions;• changes in the fair values of all insurance‐related assets and liabilities have been excluded because their primary risks are insurance rather than market risk;• changes in the fair values of investments recorded using the equity method of accounting and liabilities for pension and other postretirement and postemployment benefit plans (and related assets)have been excluded, consistent with the disclosure guidance; and• changes in the fair values of other significant assets and liabilities such as goodwill, deferred policy acquisition costs, taxes, and various accrued liabilities have been excluded; because they are notfinancial instruments, their primary risks are other than market risk.The effects of hypothetical changes in market rates or prices on the fair values of certain of the Company’s financial instruments, subject to the exclusions noted above (particularly insurance liabilities),would have been as follows as of December 31:

Market scenario for certain non-insurance financial instruments (in millions)

Loss in fair value

2011 2010100 basis point increase in interest rates $ 575 $ 70010% strengthening in U.S. dollar to foreign currencies $ 220 $ 19010% decrease in market prices for equity exposures $ 40 $ 50
The effect of a hypothetical increase in interest rates was determined by estimating the present value of future cash flows using various models, primarily duration modeling and, for GMIB contracts,stochastic modeling. The impact of a hypothetical increase to interest rates at December 31, 2011 was less than that at December 31, 2010 reflecting an increase in the fair value of long‐term debt,primarily due to $2.1 billion of new borrowings in November 2011, partially offset by an increase to the fair value of the Company’s fixed‐income investments.The effect of a hypothetical strengthening of the U.S. dollar relative to the foreign currencies held by the Company was estimated to be 10% of the U.S. dollar equivalent fair value. The Company’s foreignoperations hold investment assets, such as fixed maturities, that are generally invested in the currency of the related liabilities. Due to the increase in the fair value of these investments in 2011, whichare  primarily  denominated in  the  South  Korean won,  the  effect  of a  hypothetical  10% strengthening  in  U.S.  dollar to  foreign currencies  at  December 31,  2011 was  greater than that  effect  atDecember 31, 2010.The effect of a hypothetical decrease in the market prices of equity exposures was estimated based on a 10% decrease in the equity mutual fund values underlying GMIB reinsured by the Company, inthe equity futures contracts used to partially hedge the GMIB equity exposures, and in the value of equity securities held by the Company. See Note 10 to the Consolidated Financial Statements foradditional information.The Company uses futures contracts as part of a GMDB equity hedge program to substantially reduce the effect of equity market changes on certain reinsurance contracts that guarantee minimum deathbenefits based on unfavorable changes in underlying variable annuity account values. The hypothetical effect of a 10% increase in the S&P 500, S&P 400, Russell 2000, NASDAQ, TOPIX (Japanese),EUROSTOXX and FTSE (British) equity indices and a 10% weakening in the U.S. dollar to the Japanese yen, British pound and Euro would have been a decrease of approximately $90 million in the fairvalue of the futures contracts outstanding under this program as of December 31, 2011. A corresponding decrease in liabilities for GMDB contracts would result from the hypothetical 10% increase inthese equity indices and 10% weakening in the U.S. dollar. See Note 6 to the Consolidated Financial Statements for further discussion of this program and related GMDB contracts.As noted above, the Company manages its exposures to market risk by matching investment characteristics to its obligations.
The performance of equity markets can have a significant effect on the Company’s businesses, including on:• risks and exposures associated with GMDB (see Note 6 to the Consolidated Financial Statements) and GMIB contracts (see Note 10 to the Consolidated Financial Statements); and• pension liabilities since equity securities comprise a significant portion of the assets of the Company’s employee pension plans.
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Cigna Corporation and its subsidiaries (the “Company”) and its representatives may from time to time make written and oral forward‐looking statements, including statements contained in pressreleases, in the Company’s filings with the Securities and Exchange Commission, in its reports to shareholders and in meetings with analysts and investors. Forward‐looking statements may containinformation about financial prospects, economic conditions, trends and other uncertainties. These forward‐looking statements are based on management’s beliefs and assumptions and on informationavailable to management at the time the statements are or were made. Forward‐looking statements include, but are not limited to, the information concerning possible or assumed future businessstrategies, financing plans, competitive position, potential growth opportunities, potential operating performance improvements, trends and, in particular, the Company’s strategic initiatives, litigationand other legal matters, operational improvement initiatives in the health care operations, and the outlook for the Company’s full year 2012 and beyond results. Forward‐looking statements include allstatements  that are not historical  facts  and can be identified by the  use  of forward‐looking terminology such as  the  words “believe”,  “expect”,  “plan”,  “intend”,  “anticipate”,  “estimate”,  “predict”,“potential”, “may”, “should” or similar expressions.By their nature,  forward‐looking statements:  (i)  speak only as of the date they are made,  (ii) are not guarantees of future performance or results and (iii) are subject to  risks,  uncertainties andassumptions that are difficult to predict or quantify. Therefore, actual results could differ materially and adversely from those forward‐looking statements as a result of a variety of factors. Some factorsthat could cause actual results to differ materially from the forward‐looking statements include:1. increased medical costs that are higher than anticipated in establishing premium rates in the Company’s Health Care operations, including increased use and costs of medical services;2. increased medical, administrative, technology or other costs resulting from new legislative and regulatory requirements imposed on the Company’s businesses;3. challenges and risks associated with implementing operational improvement initiatives and strategic actions in the ongoing operations of the businesses, including those related to: (i) growth intargeted  geographies,  product  lines,  buying  segments  and  distribution  channels,  (ii)  offering  products  that  meet  emerging  market  needs,  (iii)  strengthening  underwriting  and  pricingeffectiveness, (iv) strengthening medical cost and medical membership results, (v) delivering quality service to members and health care professionals using effective technology solutions and(vi) lowering administrative costs;4. the ability to successfully complete the integration of acquired businesses, including the acquired HealthSpring businesses by, among other things, operating Medicare Advantage coordinatedcare plans and HealthSpring’s prescription drug plan, retaining and growing membership, realizing revenue, expense and other synergies, renewing contracts on competitive terms, successfullyleveraging the information technology platform of the acquired businesses, and retaining key personnel;5. the ability of the Company to execute its growth plans by successfully leveraging its capabilities and those of the businesses acquired in serving the Seniors segment;6. the possibility that the acquired HealthSpring business may be adversely affected by economic, business and/or competitive factors;7. risks  associated with pending and potential  state  and federal  class  action lawsuits,  disputes  regarding  reinsurance  arrangements,  other litigation and regulatory actions  challenging  theCompany’s businesses, including disputes related to payments to health care professionals, government investigations and proceedings, and tax audits and related litigation;8. heightened competition, particularly price competition, that could reduce product margins and constrain growth in the Company’s businesses, primarily the Health Care business;9. risks associated with the Company’s mail order pharmacy business that, among other things, include any potential operational deficiencies or service issues as well as loss or suspension of statepharmacy licenses;10. significant changes in interest rates or sustained deterioration in the commercial real estate markets;11. downgrades in the financial strength ratings of the Company’s insurance subsidiaries, that could, among other things, adversely affect new sales and retention of current business; downgrades infinancial strength ratings of reinsurers, that could result in increased statutory reserves or capital requirements of the Company’s insurance subsidiaries;
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12. limitations on the ability of the Company’s insurance subsidiaries to dividend capital to the parent company as a result of downgrades in the subsidiaries’ financial strength ratings, changes instatutory reserve or capital requirements or other financial constraints;13. inability of the hedge programs adopted by the Company to substantially reduce equity market and certain interest rate risks in the run‐off reinsurance operations;14. adjustments to the reserve assumptions (including lapse, partial surrender, mortality, interest rates and volatility) used in estimating the Company’s liabilities for reinsurance contracts coveringguaranteed minimum death benefits under certain variable annuities;15. adjustments to the assumptions (including interest rates, annuity election rates and amounts collectible from reinsurers) used in estimating the Company’s assets and liabilities for reinsurancecontracts covering guaranteed minimum income benefits under certain variable annuities;16. significant stock market declines, that could, among other things, result in increased expenses for guaranteed minimum income benefit contracts, guaranteed minimum death benefit contractsand the Company’s pension plans in future periods as well as the recognition of additional pension obligations;17. significant deterioration in economic conditions and significant market volatility, that could have an adverse effect on the Company’s operations, investments, liquidity and access to capitalmarkets;18. significant deterioration in economic conditions and significant market volatility, that could have an adverse effect on the businesses of our customers (including the amount and type of healthcare services provided to their workforce, loss in workforce and our customers’ ability to pay their obligations) and our vendors (including their ability to provide services);19. adverse changes in state, federal and international laws and regulations, including health care reform legislation and regulation that could, among other items, affect the way the Company doesbusiness, increase costs, limit the ability to effectively estimate, price for and manage medical costs, and affect the Company’s products, services, market segments, technology and processes;20. amendments to income tax laws, that could affect the taxation of employer‐provided benefits, the taxation of certain insurance products such as corporate‐owned life insurance, or the financialdecisions of individuals whose variable annuities are covered under reinsurance contracts issued by the Company;21. potential  public  health  epidemics,  pandemics,  natural  disasters  and bio‐terrorist  activity,  that  could,  among other things,  cause  the  Company’s  covered medical  and disability  expenses,pharmacy costs and mortality experience to rise significantly, and cause operational disruption, depending on the severity of the event and number of individuals affected;22. risks associated with security or interruption of information systems, that could, among other things, cause operational disruption;23. challenges and risks associated with the successful management of the Company’s outsourcing projects or key vendors; and24. the unique political, legal, operational, regulatory and other challenges associated with expanding our business globally.This list of important factors is not intended to be exhaustive. Other sections of the Form 10‐K,  including the “Risk Factors” section, and other documents filed with the Securities and ExchangeCommission include both expanded discussion of these factors and additional risk factors and uncertainties that could preclude the Company from realizing the forward‐looking statements.  TheCompany does not assume any obligation to update any forward‐looking statements, whether as a result of new information, future events or otherwise, except as required by law.
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Management of Cigna Corporation is  responsible for establishing and maintaining adequate internal controls  over financial  reporting.  The Company’s internal controls were designed to  providereasonable assurance to the Company’s management and Board of Directors that the Company’s consolidated published financial statements for external purposes were prepared in accordance withgenerally accepted accounting principles. The Company’s internal control over financial reporting include those policies and procedures that:(i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets and liabilities of the Company;(ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and thatreceipts and expenditures of the Company are being made only in accordance with authorization of management and directors of the Company; and(iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisitions, use or disposition of the Company’s assets that could have a material effect on the financialstatements.Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.Management assessed the effectiveness of the Company’s internal controls over financial reporting as of December 31, 2011. In making this assessment, Management used the criteria set forth by theCommittee of Sponsoring Organizations of the Treadway Commission (“COSO”) in Internal Control-Integrated Framework. Based on management’s assessment and the criteria set forth by COSO, it wasdetermined that the Company’s internal controls over financial reporting are effective as of December 31, 2011.The Company’s independent registered public accounting firm, PricewaterhouseCoopers, has audited the effectiveness of the Company’s internal control over financial reporting, as stated in theirreport located on page 165 in this Form 10‐K.
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The information contained under the caption “Market Risk” in the MD&A section of this Form 10‐K is incorporated by reference.
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For the years ended December 31,
(In millions, except per share amounts) 2011 2010 2009

RevenuesPremiums and fees $ 19,089 $ 18,393 $ 16,041Net investment income 1,146 1,105 1,014Mail order pharmacy revenues 1,447 1,420 1,282Other revenues 254 260 120Realized investment gains (losses)Other‐than‐temporary impairments on fixed maturities, net (26) (1) (47)Other realized investment gains 88 76 4Total realized investment gains (losses) 62 75 (43)
TOTAL REVENUES  21,998  21,253  18,414

Benefits and ExpensesHealth Care medical claims expense 8,182 8,570 6,927Other benefit expenses 4,308 3,663 3,407Mail order pharmacy cost of goods sold 1,203 1,169 1,036GMIB fair value (gain) loss 234 55 (304)Other operating expenses 6,103 5,926 5,450
TOTAL BENEFITS AND EXPENSES  20,030  19,383  16,516

Income from Continuing Operations before Income Taxes 1,968 1,870 1,898Income taxes:Current 398 331 275Deferred 242 190 319
TOTAL TAXES  640  521  594

Income from Continuing Operations 1,328 1,349 1,304
Income from Discontinued Operations, Net of Taxes ‐ ‐ 1
Net Income 1,328 1,349 1,305
Less: Net Income Attributable to Noncontrolling Interest 1 4 3

SHAREHOLDERS’ NET INCOME $ 1,327 $ 1,345 $ 1,302

Basic Earnings Per Share:Shareholders’ income from continuing operations $ 4.90 $ 4.93 $ 4.75Shareholders’ income from discontinued operations ‐ ‐ ‐
SHAREHOLDERS’ NET INCOME $ 4.90 $ 4.93 $ 4.75

Diluted Earnings Per Share:Shareholders’ income from continuing operations $ 4.84 $ 4.89 $ 4.73Shareholders’ income from discontinued operations ‐ ‐ ‐
SHAREHOLDERS’ NET INCOME $ 4.84 $ 4.89 $ 4.73Dividends Declared Per Share $ 0.04 $ 0.04 $ 0.04
Amounts Attributable to Cigna:Shareholders’ income from continuing operations $ 1,327 $ 1,345 $ 1,301Shareholders’ income from discontinued operations ‐ ‐ 1
SHAREHOLDERS’ NET INCOME $ 1,327 $ 1,345 $ 1,302

The accompanying Notes to the Consolidated Financial Statements are an integral part of these statements.
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As of December 31,
(In millions, except per share amounts) 2011 2010

ASSETSInvestments:Fixed maturities, at fair value (amortized cost, $14,257; $13,445) $ 16,217 $ 14,709Equity securities, at fair value (cost, $124; $144) 100 127Commercial mortgage loans 3,301 3,486Policy loans 1,502 1,581Real estate 87 112Other long‐term investments 1,058 759Short‐term investments 225 174Total investments 22,490 20,948Cash and cash equivalents 4,690 1,605Accrued investment income 252 235Premiums, accounts and notes receivable, net 1,358 1,318Reinsurance recoverables 6,256 6,495Deferred policy acquisition costs 1,312 1,122Property and equipment 1,024 912Deferred income taxes, net 632 782Goodwill 3,164 3,119Other assets, including other intangibles 1,776 1,238Separate account assets 8,093 7,908
TOTAL ASSETS $ 51,047 $ 45,682

LIABILITIESContractholder deposit funds $ 8,553 $ 8,509Future policy benefits 8,593 8,147Unpaid claims and claim expenses 4,146 4,017Health Care medical claims payable 1,095 1,246Unearned premiums and fees 502 416Total insurance and contractholder liabilities 22,889 22,335Accounts payable, accrued expenses and other liabilities 6,627 5,936Short‐term debt 104 552Long‐term debt 4,990 2,288Separate account liabilities 8,093 7,908
TOTAL LIABILITIES  42,703  39,019

Contingencies — Note 23

SHAREHOLDERS’ EQUITYCommon stock (par value per share, $0.25; shares issued, 366; 351; authorized, 600) 92 88Additional paid‐in capital 3,188 2,534Net unrealized appreciation, fixed maturities 739 529Net unrealized appreciation, equity securities 1 3Net unrealized depreciation, derivatives (23) (24)Net translation of foreign currencies (3) 25Postretirement benefits liability adjustment (1,507) (1,147)Accumulated other comprehensive loss (793) (614)Retained earnings 11,143 9,879Less: treasury stock, at cost (5,286) (5,242)
TOTAL SHAREHOLDERS’ EQUITY  8,344  6,645Noncontrolling interest ‐ 18
TOTAL EQUITY  8,344  6,663Total liabilities and equity $ 51,047 $ 45,682
SHAREHOLDERS’ EQUITY PER SHARE $ 29.22 $ 24.44

The accompanying Notes to the Consolidated Financial Statements are an integral part of these statements.
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For the years ended December 31,
(In millions, except per share amounts)

2011 2010 2009

Comprehensive
Income

Total
Equity

Comprehensive
Income

Total
Equity

Comprehensive
Income

Total
Equity

Common Stock, beginning of year $ 88 $ 88 $ 88Issuance of common stock 4 ‐ ‐ 
Common Stock, end of year 92 88 88

Additional Paid-In Capital, beginning of year 2,534 2,514 2,502Effect of issuance of stock for employee benefit plans 27 20 12Effects of acquisition of noncontrolling interest 2 ‐ ‐ Issuance of common stock 625 ‐ ‐ 
Additional Paid-In Capital, end of year 3,188 2,534 2,514

Accumulated Other Comprehensive Loss, beginning
of year (614) (618) (1,074)Implementation effect of updated guidance on other‐than‐temporary impairments (see Note 2) ‐ ‐ (18)Net unrealized appreciation, fixed maturities $ 210 210 $ 151 151 $ 543 543Net unrealized depreciation, equity securities (2) (2) (1) (1) (3) (3)Net unrealized appreciation on securities 208 150 540Net unrealized appreciation (depreciation), derivatives 1 1 6 6 (17) (17)Net translation of foreign currencies (28) (28) 37 37 48 48Postretirement benefits liability adjustment (360) (360) (189) (189) (97) (97)Other comprehensive income (loss) (179) 4 474
Accumulated Other Comprehensive Loss, end of
year   (793) (614) (618)

Retained Earnings, beginning of year 9,879 8,625 7,374Implementation effect of updated guidance on other‐than‐temporary impairments (see Note 2) ‐ ‐ 18Shareholders’ net income 1,327 1,327 1,345 1,345 1,302 1,302Effect of issuance of stock for employee benefit plans (53) (80) (58)Common dividends declared (per share: $0.04; $0.04;$0.04) (10) (11) (11)
Retained Earnings, end of year 11,143 9,879 8,625

Treasury Stock, beginning of year  (5,242) (5,192) (5,298)Repurchase of common stock (225) (201) ‐Other, primarily issuance of treasury stock foremployee benefit plans 181 151 106
Treasury Stock, end of year (5,286) (5,242) (5,192)
Shareholders’ Comprehensive Income (Loss) and
Shareholders’ Equity 1,148 8,344 1,349 6,645 1,776 5,417

Noncontrolling interest, beginning of year 18 12 6Net income attributable to noncontrolling interest 1 1 4 4 3 3Accumulated other comprehensive income attributableto noncontrolling interest ‐ ‐ 2 2 3 3Acquisition of noncontrolling interest (19)
Noncontrolling interest, end of year 1 - 6 18 6 12

TOTAL COMPREHENSIVE INCOME AND TOTAL
EQUITY $ 1,149 $ 8,344 $ 1,355 $ 6,663 $ 1,782 $ 5,429

The accompanying Notes to the Consolidated Financial Statements are an integral part of these statements.
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For the years ended December 31,
(In millions) 2011 2010 2009

Cash Flows from Operating ActivitiesNet income $ 1,328 $ 1,349 $ 1,305Adjustments to reconcile net income to net cash provided by operating activities:Depreciation and amortization 345 292 268Realized investment (gains) losses (62) (75) 43Deferred income taxes 242 190 319Gains on sales of businesses (excluding discontinued operations) (25) (13) (32)(Income) from discontinued operations ‐ ‐ (1)Net changes in assets and liabilities, net of non‐operating effects:Premiums, accounts and notes receivable (50) 62 49Reinsurance recoverables 19 37 30Deferred policy acquisition costs (211) (156) (109)Other assets (317) (3) 452Insurance liabilities 154 325 (357)Accounts payable, accrued expenses and other liabilities 344 (272) (1,321)Current income taxes (246) 2 55Other, net (30) 5 44
NET CASH PROVIDED BY OPERATING ACTIVITIES 1,491 1,743 745

Cash Flows from Investing ActivitiesProceeds from investments sold:Fixed maturities 830 822 927Equity securities 46 4 22Commercial mortgage loans 253 63 61Other (primarily short‐term and other long‐term investments) 1,915 1,102 910Investment maturities and repayments:Fixed maturities 1,265 1,084 1,100Commercial mortgage loans 385 70 94Investments purchased:Fixed maturities (2,877) (2,587) (2,916)Equity securities (20) (12) (14)Commercial mortgage loans (487) (239) (175)Other (primarily short‐term and other long‐term investments) (2,056) (810) (1,187)Property and equipment purchases (422) (300) (307)Acquisitions and dispositions, net of cash acquired (102) (539) ‐ 
NET CASH USED IN INVESTING ACTIVITIES (1,270) (1,342) (1,485)

Cash Flows from Financing ActivitiesDeposits and interest credited to contractholder deposit funds 1,323 1,295 1,312Withdrawals and benefit payments from contractholder deposit funds (1,178) (1,205) (1,223)Change in cash overdraft position (1) 59 53Repayment of debt (451) (270) (200)Net proceeds on issuance of long‐term debt 2,676 543 346Repurchase of common stock (225) (201) ‐ Issuance of common stock 734 64 30Common dividends paid (11) (11) (11)
NET CASH PROVIDED BY FINANCING ACTIVITIES 2,867 274 307Effect of foreign currency rate changes on cash and cash equivalents (3) 6 15Net increase (decrease) in cash and cash equivalents 3,085 681 (418)Cash and cash equivalents, beginning of year 1,605 924 1,342Cash and cash equivalents, end of year $ 4,690 $ 1,605 $ 924
Supplemental Disclosure of Cash Information:Income taxes paid, net of refunds $ 633 $ 326 $ 220Interest paid $ 185 $ 180 $ 158
The accompanying Notes to the Consolidated Financial Statements are an integral part of these statements.
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Cigna Corporation is a holding company and is not an insurance company. Its subsidiaries conduct various businesses, that are described in this Annual Report on Form 10‐K for the fiscal year endedDecember 31, 2011 (“Form 10‐K”). As used in this document, “Cigna” and the “Company” may refer to Cigna Corporation itself, one or more of its subsidiaries, or Cigna Corporation and its consolidatedsubsidiaries.The Company is a global health services organization with insurance subsidiaries that are major providers of medical, dental, disability, life and accident insurance and related products and services. Inthe U.S., the majority of these products and services are offered through employers and other groups (e.g. unions and associations) and, in selected international markets, Cigna offers supplementalhealth, life and accident insurance products and international health care coverage and services to businesses, governmental and non‐governmental organizations and individuals. In addition to itsongoing operations described above, the Company also has certain run‐off operations, including a Run‐off Reinsurance segment.

The Consolidated Financial Statements include the accounts of Cigna Corporation and its significant subsidiaries. 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 ConsolidatedFinancial Statements necessarily reflect management’s estimates and assumptions about medical costs,  investment valuation,  interest rates and other factors.  Significant estimates are discussedthroughout 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.In preparing these Consolidated Financial Statements, the Company has evaluated events that occurred between the balance sheet date and February 23, 2012 and determined that, with the exceptionof the January 31, 2012 acquisition of HealthSpring, Inc., that is disclosed in Note 3, there were no other items to disclose.Certain reclassifications have been made to prior period amounts to conform to the current presentation. In addition, certain amounts have been restated as a result of the adoption of new accountingpronouncements.
Variable interest entitiesAs of December 31, 2011 and 2010 the Company determined it was not a primary beneficiary in any variable interest entities.

Deferred acquisition costsIn October 2010, the Financial Accounting Standards Board (“FASB”) amended guidance (ASU 2010‐26) for the accounting of costs to acquire or renew insurance contracts to require costs such ascertain sales compensation or telemarketing costs that are related to unsuccessful efforts to acquire or retain business and any indirect costs to be expensed as incurred. This new guidance must beimplemented on January 1, 2012 and any changes to the Company’s Consolidated Financial Statements may be recognized prospectively for acquisition costs incurred beginning in 2012 or throughretrospective adjustment of comparative prior periods.The Company expects to implement the new requirements on January 1, 2012 through retrospective adjustment of prior periods. The Company’s deferred acquisition costs arise from sales and renewalactivities primarily in its International segment. Because the new requirements further restrict the types of costs that are deferrable, more of the Company’s acquisition costs will be expensed asincurred. The Company expects the cumulative effect of implementing this new guidance to decrease shareholders’ equity as of January 1, 2011 by a range of $250 million to $300 million. In addition,as certain acquisition costs will no longer be eligible for deferral under the new guidance, the Company expects that full‐year 2011 shareholders’ net income on a retrospectively adjusted basis willdecrease by approximately $70 million primarily in its International segment. The Company expects the effect of the new guidance on shareholders’ net income in 2012 to be generally comparable tothat estimated for 2011. Implementation of this new guidance will have no impact on the underlying economic value, revenues or cash flows of the Company’s businesses, nor will it impact theCompany’s liquidity or the statutory surplus of its insurance subsidiaries.
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Troubled debt restructuringsEffective July 1, 2011, the Company adopted the FASB’s updated guidance (ASU 2011‐02) to clarify for lenders that a troubled debt restructuring occurs when a debt modification is a concession to theborrower and the borrower is experiencing financial difficulties. This guidance was required to be applied retrospectively for restructurings occurring on or after January 1, 2011. The amendment alsorequired new disclosures to be provided beginning in the third quarter of 2011 addressing certain troubled debt restructurings. Adoption of the new guidance did not have a material effect to theCompany’s results of operations or financial condition. See Note 11 for additional information related to commercial mortgage loans.
Fair value measurementsIn May 2011, the FASB amended guidance (ASU 2011‐04) to improve the comparability of fair value measurements presented and disclosed in financial statements prepared in accordance with U.S.GAAP and International Financial Reporting Standards. The amendments are effective January 1, 2012 and are to be applied prospectively. The Company expects no material effects at implementation.The Company adopted the FASB’s updated guidance on fair value measurements (ASU 2010‐06) in the first quarter of 2010, which requires separate disclosures of significant transfers between levels inthe fair value hierarchy. See Note 10 for additional information.Amendments to the FASB’s fair value guidance in 2009 had no effect on the Company’s Consolidated Financial Statements. See Note 10 for additional information.
Other-than-temporary impairmentsOn April 1, 2009, the Company adopted the FASB’s updated guidance for evaluating whether an impairment is other than temporary for fixed maturities with declines in fair value below amortized cost(ASC 320). A reclassification adjustment from retained earnings to accumulated other comprehensive income was required for previously impaired fixed maturities that had a non‐credit loss as of thedate of adoption, net of related tax effects.The cumulative effect of adoption increased the Company’s retained earnings in 2009 with an offsetting decrease to accumulated other comprehensive income of $18 million, with no overall change toshareholders’ equity. See Note 11 (A) for information on the Company’s other‐than‐temporary impairments including additional required disclosures.
The Company’s accounting policies for investment assets are discussed below:
Fixed maturities and equity securitiesFixed maturities primarily include bonds, mortgage and other asset‐backed securities and preferred stocks redeemable by the investor. Equity securities include common stocks and preferred stocksthat are non‐redeemable or redeemable only at the option of the issuer. These investments are primarily classified as available for sale and are carried at fair value with changes in fair value recorded inaccumulated other comprehensive income (loss) within shareholders’ equity. Beginning April 1, 2009, for fixed maturities with declines in fair value below amortized cost, the Company assesses itsintent to sell or whether it is more likely than not to be required to sell such fixed maturities before their fair values recover. If so, an impairment loss is recognized in net income for the excess of theiramortized cost over fair value. In addition, when the Company determines it does not expect to recover the amortized cost basis of fixed maturities with declines in fair value (even if it does not intendto sell  or will not be required to sell these fixed maturities),  the credit portion of the impairment loss is recognized in net income and the non‐credit portion,  if any,  is  recognized in a separatecomponent of shareholders’ equity. The credit portion is the difference between the amortized cost basis of the fixed maturity and the net present value of its projected future cash flows. Projectedfuture cash flows are based on qualitative and quantitative factors,  including probability of default,  and the estimated timing and amount of recovery.  For mortgage and asset‐backed securities,estimated future cash flows are based on assumptions about the collateral attributes including prepayment speeds, default rates and changes in value. Equity securities and, prior to April 1, 2009, fixedmaturities were considered impaired, and their cost basis was written down to fair value through earnings, when management did not expect to recover the amortized cost, or if the Company could notdemonstrate its intent or ability to hold the investment until full recovery. Fixed maturities and equity securities also include trading and certain hybrid securities that are carried at fair value withchanges in fair value reported in realized investment gains and losses. The Company has irrevocably elected the fair value option for these securities to simplify accounting and mitigate volatility inresults of operations and financial condition. Hybrid securities include certain preferred stock and debt securities with call or conversion options.
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Commercial mortgage loansMortgage loans held by the Company are made exclusively to commercial borrowers. Generally, commercial mortgage loans are carried at unpaid principal balances and are issued at a fixed rate ofinterest. Commercial mortgage loans are considered impaired when it is probable that the Company will not collect amounts due according to the terms of the original loan agreement. The Companymonitors credit risk and assesses the impairment of loans individually and on a consistent basis for all loans in the portfolio. Impaired loans are carried at the lower of unpaid principal or fair value ofthe  underlying real  estate.  Valuation reserves  reflect any changes  in fair value.  The Company estimates  the fair value  of the underlying real  estate  using internal  valuations generally based ondiscounted cash flow analyses. Certain commercial mortgage loans without valuation reserves are considered impaired because the Company will not collect all interest due according to the terms ofthe original agreements, however, the Company expects to recover their remaining carrying value primarily because it is less than the fair value of the underlying real estate.
Policy loansPolicy loans are carried at unpaid principal balances plus accumulated interest. The loans are collateralized by insurance policy cash values and therefore have no exposure to credit loss.
Real estateInvestment real estate can be “held and used” or “held for sale”. The Company accounts for real estate as follows:• Real estate “held and used” is expected to be held longer than one year and includes real estate acquired through the foreclosure of commercial mortgage loans. The Company carries real estate heldand used at depreciated cost less any write‐downs to fair value due to impairment and assesses impairment when cash flows indicate that the carrying value may not be recoverable. Depreciation isgenerally calculated using the straight‐line method based on the estimated useful life of the particular real estate asset.• Real estate is “held for sale” when a buyer’s investigation is completed, a deposit has been received and the sale is expected to be completed within the next year. Real estate held for sale is carried atthe lower of carrying value or current fair value, less estimated costs to sell, and is not depreciated. Valuation reserves reflect any changes in fair value.• The Company uses several methods to determine the fair value of real estate, but relies primarily on discounted cash flow analyses and, in some cases, third‐party appraisals.At the time of foreclosure, properties are reclassified from commercial mortgage loans to real estate or other long‐term investments depending on the ownership of the underlying assets. The Companyrehabilitates, re‐leases and sells foreclosed properties. This process usually takes from three to five years unless management considers a near‐term sale preferable. When foreclosed real estate isrecapitalized through a joint venture including a contribution of new equity from a third‐party investor,  the asset is accounted for as an investment in good standing reported in other long‐terminvestments.
Other long-term investmentsOther long‐term investments include investments in unconsolidated entities. These entities include certain limited partnerships and limited liability companies holding real estate, securities or loans.These investments are carried at cost plus the Company’s ownership percentage of reported income or loss in cases where the Company has significant influence, otherwise the investment is carried atcost. Income from certain entities is reported on a one quarter lag depending on when their financial information is received. Also included in other long‐term investments are loans to unconsolidatedreal estate entities secured by the equity interests of these real estate entities, which are carried at unpaid principal balances (mezzanine loans). These other long‐term investments are consideredimpaired, and written down to their fair value, when cash flows indicate that the carrying value may not be recoverable. Fair value is generally determined based on a discounted cash flow analysis.Additionally, other long‐term investments include interest rate and foreign currency swaps carried at fair value. See Note 12 for information on the Company’s accounting policies for these derivativefinancial instruments.
Short-term investmentsInvestments with maturities of greater than 90 days but less than one year from time of purchase are classified as short‐term, available for sale and carried at fair value, which approximates cost.
Derivative financial instrumentsThe Company applies hedge accounting when derivatives are designated, qualify and are highly effective as hedges. Effectiveness is formally assessed and documented at inception and each periodthroughout the life of a hedge using various quantitative methods appropriate for each hedge, including regression analysis and dollar offset. Under hedge accounting, the changes in fair value of thederivative and the hedged risk are generally recognized together and offset each other when reported in shareholders’ net income.
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The Company accounts for derivative instruments as follows:• Derivatives are reported on the balance sheet at fair value with changes in fair values reported in shareholders’ net income or accumulated other comprehensive income.• Changes  in  the  fair value  of derivatives  that  hedge  market  risk related to  future  cash  flows  and that  qualify  for hedge  accounting  are  reported in  a  separate  caption in  accumulated  othercomprehensive income. These hedges are referred to as cash flow hedges.• A change in the fair value of a derivative instrument may not always equal the change in the fair value of the hedged item; this difference is referred to as hedge ineffectiveness. Where hedgeaccounting is used, the Company reflects hedge ineffectiveness in shareholders’ net income (generally as part of realized investment gains and losses).• On early termination, the fair value of derivatives that qualified for hedge accounting are reported in shareholders’ net income.
Net investment incomeWhen interest and principal payments on investments are current, the Company recognizes interest income when it is earned. The Company stops recognizing interest income when interest paymentsare delinquent based on contractual terms or when certain terms (interest rate or maturity date) of the investment have been restructured.  Net investment income on these investments is onlyrecognized when interest payments are actually received. Interest and dividends on trading and hybrid securities and prepayment penalties on mortgage loans are included in net investment incomewhen they are earned.
Investment gains and lossesRealized investment gains and losses result from sales, investment asset write‐downs, changes in the fair values of trading and hybrid securities and certain derivatives, changes in valuation reservesand prepayment penalties on fixed maturities, based on specifically identified assets. Realized investment gains and losses on the disposition of certain directly owned real estate investments areeliminated from ongoing operations  and reported in discontinued operations  when the operations  and cash flows of the  underlying assets  are clearly distinguishable and the  Company has  nosignificant continuing involvement in their operations.Unrealized gains  and losses  on fixed maturities  and  equity  securities  carried at  fair value  (excluding  trading  and hybrid  securities)  and certain  derivatives  are  included in  accumulated othercomprehensive income (loss), net of:• amounts required to adjust future policy benefits for the run‐off settlement annuity business; and• deferred income taxes.
Cash equivalents consist of short‐term investments with maturities of three months or less from the time of purchase that are classified as held to maturity and carried at amortized cost. The Companyreclassifies cash overdraft positions to accounts payable, accrued expenses and other liabilities when the legal right of offset does not exist.
Premiums, accounts and notes receivable are reported net of an allowance for doubtful accounts of $45 million as of December 31,  2011 and $49 million as of December 31,  2010. Reinsurancerecoverables are estimates of amounts that the Company will receive from reinsurers and are recorded net of an allowance for unrecoverable reinsurance of $5 million as of December 31, 2011 and$10 million as of December 31, 2010. The Company estimates these allowances for doubtful accounts for premiums, accounts and notes receivable,  as well as for reinsurance recoverables,  usingmanagement’s best estimate of collectibility, taking into consideration the aging of these amounts, historical collection patterns and other economic factors.
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Acquisition costs include sales compensation, commissions, direct response marketing, telemarketing, premium taxes and other costs that the Company incurs in connection with new and renewalbusiness. Depending on the product line they relate to, the Company records acquisition costs in different ways. Acquisition costs for:• Universal life products are deferred and amortized in proportion to the present value of total estimated gross profits over the expected lives of the contracts.• Supplemental health, life and accident insurance (primarily individual international products) and group health and accident insurance products are deferred and amortized, generally inproportion to the ratio of periodic revenue to the estimated total revenues over the contract periods.• Other products are expensed as incurred.For universal life and other individual products, management estimates the present value of future revenues less expected payments. For group health and accident insurance products, managementestimates the sum of unearned premiums and anticipated net investment income less future expected claims and related costs. If management’s estimates of these sums are less than the deferred costs,the Company reduces deferred policy acquisition costs and records an expense. The Company recorded amortization for policy acquisition costs of $334 million in 2011, $312 million in 2010 and$299 million in 2009 in other operating expenses. There are no deferred policy acquisition costs attributable to the sold individual life insurance and annuity and retirement businesses or the run‐offreinsurance and settlement annuity operations. The accounting for acquisition costs will change in 2012. See Recent Accounting Pronouncements for additional information.
Property and equipment is carried at cost less accumulated depreciation. When applicable, cost includes interest, real estate taxes and other costs incurred during construction. Also included in thiscategory is internal‐use software that is acquired, developed or modified solely to meet the Company’s internal needs, with no plan to market externally. Costs directly related to acquiring, developingor modifying internal‐use software are capitalized.The Company calculates depreciation and amortization principally using the straight‐line method generally based on the estimated useful life of each asset as follows: buildings and improvements, 10to 40 years; purchased software, one to five years; internally developed software, three to seven years; and furniture and equipment (including computer equipment), three to 10 years. Improvementsto leased facilities are depreciated over the remaining lease term or the estimated life of the improvement. The Company considers events and circumstances that would indicate the carrying value ofproperty, equipment or capitalized software might not be recoverable. If the Company determines the carrying value of a long‐lived asset is not recoverable, an impairment charge is recorded. SeeNote 8 for additional information.
Goodwill represents the excess of the cost of businesses acquired over the fair value of their net assets. Goodwill primarily relates to the Health Care segment ($2.9 billion) and, to a lesser extent, theInternational segment ($290 million). The Company evaluates goodwill for impairment at least annually during the third quarter at the reporting unit level, based on discounted cash flow analyses andwrites it down through results of operations if impaired. Consistent with prior years, the Company’s evaluations of goodwill associated with the Health Care and International segments used the bestinformation available at the time, including reasonable assumptions and projections consistent with those used in its annual planning process. The discounted cash flow analyses used a range ofdiscount rates that correspond with the Company’s, or, in the case of International, the reporting unit’s weighted average cost of capital, consistent with that used for investment decisions consideringthe specific  and detailed operating plans  and strategies  within the  segment or reporting unit.  The resulting discounted cash flow analysis  indicated an estimated fair value  for the Health Caresegment and International’s  reporting unit exceeding their carrying values,  including goodwill  and other intangibles.  Finally,  the Company determined that no  events or circumstances occurredsubsequent to the annual evaluation of goodwill that would more likely than not reduce the fair value of the Health Care segment or International’s reporting unit below their carrying values. SeeNote 8 for additional information.
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Other assets consist of various insurance‐related assets and the gain position of certain derivatives, primarily GMIB assets. The Company’s other intangible assets include purchased customer andproducer relationships, provider networks, and trademarks. The Company amortizes other intangibles on an accelerated or straight‐line basis over periods from 1 to 30 years. Management revisesamortization periods if it believes there has been a change in the length of time that an intangible asset will continue to have value. Costs incurred to renew or extend the terms of these intangibleassets are generally expensed as incurred. See Note 8 for additional information.
Separate account assets and liabilities are contractholder funds maintained in accounts with specific investment objectives. The assets of these accounts are legally segregated and are not subject toclaims that arise out of any of the Company’s other businesses. These separate account assets are carried at fair value with equal amounts for related separate account liabilities. The investmentincome, gains and losses of these accounts generally accrue to the contractholders and, together with their deposits and withdrawals, are excluded from the Company’s Consolidated Statements ofIncome and Cash Flows. Fees earned for asset management services are reported in premiums and fees.
Liabilities for contractholder deposit funds primarily include deposits received from customers for investment‐related and universal life products and investment earnings on their fund balances. Theseliabilities are adjusted to reflect administrative charges and, for universal life fund balances, mortality charges. In addition, this caption includes premium stabilization reserves that are insuranceexperience refunds for group contracts that are left with the Company to pay future premiums, deposit administration funds that are used to fund nonpension retiree insurance programs, retained assetaccounts and annuities or supplementary contracts without significant life contingencies. Interest credited on these funds is accrued ratably over the contract period.
Future policy benefits are liabilities for the present value of estimated future obligations under long‐term life and supplemental health insurance policies and annuity products currently in force. Theseobligations are estimated using actuarial methods and primarily consist of reserves for annuity contracts, life insurance benefits, guaranteed minimum death benefit (“GMDB”) contracts and certain life,accident and health insurance products in our International operations.Obligations for annuities represent specified periodic benefits to be paid to an individual or groups of individuals over their remaining lives. Obligations for life insurance policies represent benefits tobe paid to policyholders, net of future premiums to be received. Management estimates these obligations based on assumptions as to premiums, interest rates, mortality and surrenders, allowing foradverse deviation.  Mortality,  morbidity,  and surrender assumptions are based on either the Company’s own experience or actuarial tables.  Interest rate assumptions are based on management’sjudgment considering the Company’s experience and future expectations, and range from 1% to 10%. Obligations for the run‐off settlement annuity business include adjustments for investment returnsconsistent with requirements of GAAP when a premium deficiency exists.Certain reinsurance contracts contain GMDB under variable annuities issued by other insurance companies. These obligations represent the guaranteed death benefit in excess of the contractholder’saccount values (based on underlying equity and bond mutual fund investments). These obligations are estimated based on assumptions regarding lapse, partial surrenders, mortality, interest rates(mean investment performance and discount rate), market volatility as well as investment returns and premiums, consistent with the requirements of GAAP when a premium deficiency exists. Lapse,partial surrenders, mortality, interest rates and volatility are based on management’s judgment considering the Company’s experience and future expectations. The results of futures and swap contractsused in the GMDB equity and growth interest rate hedge programs are reflected in the liability calculation as a component of investment returns. See also Note 6 for additional information.
Liabilities for unpaid claims and claim expenses are estimates of payments to be made under insurance coverages (primarily long‐term disability,  workers’ compensation and life and health) forreported claims and for losses incurred but not yet reported.
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The Company develops these estimates for losses incurred but not yet reported using actuarial principles and assumptions based on historical and projected claim incidence patterns, claim size,subrogation recoveries and the length of time over which payments are expected to be made. The Company consistently applies these actuarial principles and assumptions each reporting period, withconsideration given to the variability of these factors, and recognizes the actuarial best estimate of the ultimate liability within a level of confidence, as required by actuarial standards of practice, whichrequire that the liabilities be adequate under moderately adverse conditions.The Company’s estimate of the liability for disability claims reported but not yet paid is primarily calculated as the present value of expected benefit payments to be made over the estimated timeperiod that a policyholder remains disabled. The Company estimates the expected time period that a policyholder may be disabled by analyzing the rate at which an open claim is expected to close(claim resolution rate). Claim resolution rates may vary based upon the length of time a policyholder is disabled, the covered benefit period, cause of disability, benefit design and the policyholder’sage, gender and income level. The Company uses historical resolution rates combined with an analysis of current trends and operational factors to develop current estimates of resolution rates. Thereserve for the gross monthly disability benefits due to a policyholder is reduced (offset) by the income that the policyholder receives under other benefit programs, such as Social Security DisabilityIncome, workers’ compensation, statutory disability or other group disability benefit plans. For awards of such offsets that have not been finalized, the Company estimates the probability and amountof the offset based on the Company’s experience over the past three to five years.The Company discounts  certain claim liabilities  related to  group long‐term disability and workers’  compensation because benefit  payments  may be made over extended periods.  Discount rateassumptions are based on projected investment returns for the asset portfolios that support these liabilities and range from 3.80% to 6.25%. When estimates change,  the Company records theadjustment in benefits and expenses in the period in which the change in estimate is identified. Discounted liabilities associated with the long‐term disability and certain workers’ compensationbusinesses were $3.2 billion at December 31, 2011 and $3.1 billion at December 31, 2010.
Medical claims payable for the Health Care segment include both reported claims and estimates for losses incurred but not yet reported. The Company develops estimates for Health Care medicalclaims payable using actuarial principles and assumptions consistently applied each reporting period, and recognizes the actuarial best estimate of the ultimate liability within a level of confidence, asrequired by actuarial standards of practice, which require that the liabilities be adequate under moderately adverse conditions.The liability is primarily calculated using “completion factors” (a measure of the time to process claims), which are developed by comparing the date claims were incurred, generally the date serviceswere provided, to the date claims were paid. The Company uses historical completion factors combined with an analysis of current trends and operational factors to develop current estimates ofcompletion factors.  The Company estimates the liability for claims incurred in each month by applying the current estimates of completion factors to the current paid claims data. This approachimplicitly assumes that historical completion rates will be a useful indicator for the current period. It is possible that the actual completion rates for the current period will develop differently fromhistorical patterns, which could have a material impact on the Company’s medical claims payable and shareholders’ net income.Completion factors are impacted by several key items including changes in: 1) electronic (auto‐adjudication) versus manual claim processing, 2) provider claims submission rates, 3) membership and4) the mix of products. As noted, the Company uses historical completion factors combined with an analysis of current trends and operational factors to develop current estimates of completion factors.In addition, for the more recent months, the Company also relies on medical cost trend analysis, which reflects expected claim payment patterns and other relevant operational considerations. Medicalcost trend is  primarily impacted by medical service utilization and unit costs,  which are affected by changes in the level and mix of medical benefits  offered,  including inpatient,  outpatient andpharmacy, the impact of copays and deductibles, changes in provider practices and changes in consumer demographics and consumption behavior.Despite reflecting both historical and emerging trends in setting reserves, it is possible that the actual medical trend for the current period will develop differently from expectations, which could have amaterial impact on the Company’s medical claims payable and shareholders’ net income.For each reporting period, the Company evaluates key assumptions by comparing the assumptions used in establishing the medical claims payable to actual experience. When actual experience differsfrom the assumptions used in establishing the liability,  medical claims payable are increased or decreased through current period shareholders’ net income. Additionally,  the Company evaluatesexpected future developments and emerging trends which may impact key assumptions. The estimation process involves considerable judgment, reflecting the variability inherent in forecasting futureclaim payments. These estimates are highly sensitive to changes in the Company’s key assumptions, specifically completion factors, and medical cost trends.
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Premiums for life, accident and health insurance are recognized as revenue on a pro rata basis over the contract period. Fees for mortality and contract administration of universal life products arerecognized ratably over the coverage period. The unrecognized portion of these amounts received is recorded as unearned premiums and fees.
Accounts  payable,  accrued  expenses  and  other liabilities  consist  principally  of liabilities  for pension,  other postretirement  and  postemployment  benefits  (see  Note  9),  self‐insured  exposures,management compensation and various insurance‐related items, including experience rated refunds, the minimum medical loss ratio rebate accrual under Health Care Reform, amounts related toreinsurance contracts and insurance‐related assessments that management can reasonably estimate. Accounts payable, accrued expenses and other liabilities also include certain overdraft positionsand the loss position of certain derivatives, primarily for GMIB contracts (see Note 12). Legal costs to defend the Company’s litigation and arbitration matters are expensed when incurred in cases thatthe Company cannot reasonably estimate the ultimate cost to defend. In cases that the Company can reasonably estimate the cost to defend, these costs are recognized when the claim is reported.
The Company generally conducts its international business through foreign operating entities that maintain assets and liabilities in local currencies, which are generally their functional currencies. TheCompany uses exchange rates as of the balance sheet date to translate assets and liabilities into U.S. dollars. Translation gains or losses on functional currencies, net of applicable taxes, are recorded inaccumulated other comprehensive income (loss). The Company uses average monthly exchange rates during the year to translate revenues and expenses into U.S. dollars.
Premiums for group life, accident and health insurance and managed care coverages are recognized as revenue on a pro rata basis over the contract period. Benefits and expenses are recognized whenincurred. Premiums and fees include revenue from experience‐rated contracts that is based on the estimated ultimate claim, and in some cases, administrative cost experience of the contract. For thesecontracts, premium revenue includes an adjustment for experience‐rated refunds which is calculated according to contract terms and using the customer’s experience (including estimates of incurredbut not reported claims). Beginning in 2011, premium revenue also includes an adjustment to reflect the estimated effect of rebates due to customers under the minimum medical loss ratio provisionsof Health Care Reform.Premiums for individual life, accident and health insurance and annuity products, excluding universal life and investment‐related products, are recognized as revenue when due. Benefits and expensesare matched with premiums.Premiums and fees received for the Company’s Medicare Advantage Plans and Medicare Part D products from customers and the Centers for Medicare and Medicaid Services (CMS) are recognized asrevenue ratably over the contract period. CMS provides risk adjusted premium payments for the Medicare Advantage Plans and Medicare Part D products,  based on the demographics and healthseverity of enrollees. The Company recognizes periodic changes to risk adjusted premiums as revenue when the amounts are determinable and collection is reasonably assured. Additionally, MedicarePart D includes payments from CMS for risk sharing adjustments. The risk sharing adjustments, that are estimated quarterly based on claim experience, compare actual incurred drug benefit costs toestimated costs submitted in original contracts and may result in more or less revenue from CMS. Final revenue adjustments are determined through an annual settlement with CMS that occurs afterthe contract year.
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Revenue for investment‐related products is recognized as follows:• Net investment income on assets supporting investment‐related products is recognized as earned.• Contract fees, which are based upon related administrative expenses, are recognized in premiums and fees as they are earned ratably over the contract period.Benefits and expenses for investment‐related products consist primarily of income credited to policyholders in accordance with contract provisions.Revenue for universal life products is recognized as follows:• Net investment income on assets supporting universal life products is recognized as earned.• Fees for mortality and surrender charges are recognized as assessed, which is as earned.• Administration fees are recognized as services are provided.Benefits and expenses for universal life products consist of benefit claims in excess of policyholder account balances. Expenses are recognized when claims are submitted, and income is credited topolicyholders in accordance with contract provisions.Contract fees and expenses for administrative services only programs and pharmacy programs and services are recognized as services are provided. Mail order pharmacy revenues and cost of goodssold are recognized as each prescription is shipped.
The Company records compensation expense for stock awards and options over their vesting periods primarily based on the estimated fair value at the grant date. Compensation expense is recordedfor stock options over their vesting period based on fair value at the grant date which is calculated using an option‐pricing model. Compensation expense is recorded for restricted stock grants andunits over their vesting periods based on fair value, which is equal to the market price of the Company’s common stock on the date of grant. Compensation expense for strategic performance shares isrecorded over the performance period. For strategic performance shares with payment dependent on market condition, fair value is determined at the grant date using a Monte Carlo simulation modeland not subsequently adjusted regardless of the final outcome. For strategic performance shares with payment dependent on performance conditions, expense is initially accrued based on the mostlikely outcome, but evaluated for adjustment each period for updates in the expected outcome. At the end of the performance period, expense is adjusted to the actual outcome (number of sharesawarded times the share price at the grant date).
The Company’s participating life insurance policies entitle policyholders to earn dividends that represent a portion of the earnings of the Company’s life insurance subsidiaries. Participating insuranceaccounted for approximately 1% of the Company’s total life insurance in force at the end of 2011, 2010 and 2009.
The Company and its domestic subsidiaries file a consolidated United States federal income tax return. The Company’s foreign subsidiaries file tax returns in accordance with foreign law. U.S. taxationof these foreign subsidiaries may differ in timing and amount from taxation under foreign laws. Reportable amounts, including credits for foreign tax paid by these subsidiaries, are reflected in the U.S.tax return of the affiliates’ domestic parent.The Company recognizes deferred income taxes when the financial statement and tax‐based carrying values of assets and liabilities are different and recognizes deferred income tax liabilities on theunremitted earnings of foreign subsidiaries that are not permanently invested overseas. For subsidiaries whose earnings are considered permanently invested overseas, income taxes are accrued at thelocal foreign tax rate. The Company establishes valuation allowances against deferred tax assets if it is more likely than not that the deferred tax asset will not be realized. The need for a valuationallowance is determined based on the evaluation of various factors, including expectations of future earnings and management’s judgment. Note 19 contains detailed information about the Company’sincome taxes.
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The Company recognizes interim period income taxes by estimating an annual effective tax rate and applying it to year‐to‐date results. The estimated annual effective tax rate is periodically updatedthroughout the year based on actual results to date and an updated projection of full year income. Although the effective tax rate approach is generally used for interim periods, taxes on significant,unusual and infrequent items are recognized at the statutory tax rate entirely in the period the amounts are realized.
The Company computes basic earnings per share using the weighted‐average number of unrestricted common and deferred shares outstanding. Diluted earnings per share also includes the dilutiveeffect of outstanding employee stock options and unvested restricted stock granted after 2009 using the treasury stock method and the effect of strategic performance shares.

The Company may from time to time acquire or dispose of assets, subsidiaries or lines of business. Significant transactions are described below.
On January 31, 2012 the Company acquired all of the outstanding shares of HealthSpring, Inc. (“HealthSpring”) for $55 per share in cash and Cigna stock awards, representing an estimated cost ofapproximately $3.8 billion. HealthSpring provides Medicare Advantage coverage in 11 states and the District of Columbia, as well as a large, national stand‐alone Medicare prescription drug business.The Company funded the acquisition with internal cash resources, including cash generated from the issuance of commercial paper in 2012, as well as $2.1 billion of additional debt and $650 million ofnew equity issued during the fourth quarter of 2011 ($629 million net of underwriting discount and fees).
In November 2011, the Company acquired FirstAssist Group Holdings Limited (“FirstAssist”) for approximately $115 million, using available cash on hand. FirstAssist is based in the United Kingdomand provides travel and protection insurance services that the Company expects will enhance its individual business in the U.K. and around the world.In accordance with GAAP, the total purchase price has been allocated to the tangible and intangible net assets acquired based on management’s preliminary estimates of their fair values and maychange when appraisals are finalized and as additional information becomes available over the next several months. Accordingly, approximately $58 million was allocated to intangible assets, while$56 million has been allocated to goodwill and is reported in the International segment.The results of FirstAssist are included in the Company’s Consolidated Financial Statements from the date of acquisition. The pro forma effect on total revenues and net income assuming the acquisitionhad occurred as of January 1, 2010 were not material to the Company’s total revenues and shareholders’ net income for the years ended December 31, 2011 and 2010.
On December 31, 2010, the Company essentially exited from its workers’ compensation and personal accident reinsurance business by purchasing retrocessional coverage from a Bermuda subsidiaryof Enstar Group Limited and transferring administration of this business to the reinsurer. Under the reinsurance agreement, Cigna is indemnified for liabilities with respect to its workers’ compensationand personal accident reinsurance business to the extent that these liabilities do not exceed 190% of the December 31, 2010 net reserves. The Company believes that the risk of loss beyond thismaximum aggregate is remote. The reinsurance arrangement is secured by assets held in trust. Cash consideration paid to the reinsurer was $190 million. The net effect of this transaction was anafter‐tax loss of $20 million ($31 million pre‐tax), primarily reported in other operating expenses in the Run‐off Reinsurance segment.
On December 1, 2010 the Company completed the sale of its workers’ compensation and case management business to GENEX Holdings, Inc. The Company recognized an after‐tax gain on sale of$11 million ($18 million pre‐tax) which was reported in other revenues in the Disability and Life segment. Proceeds of the sale were received in preferred stock of GENEX Holdings, Inc., resulting in theCompany becoming a minority shareholder in GENEX Holdings, Inc. This investment is classified in other long‐term investments and accounted for using the equity method of accounting.
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On August 31, 2010, the Company acquired 100% of the voting stock of Vanbreda International NV (Vanbreda International), based in Antwerp, Belgium for a cash purchase price of $412 million.Vanbreda International specializes in providing worldwide medical insurance and employee benefits to intergovernmental and non‐governmental organizations, including international humanitarianoperations,  as  well  as  corporate  clients.  Vanbreda International’s  market leadership in the intergovernmental  segment complements  the  Company’s  position in providing global  health benefitsprimarily to multinational companies and organizations and their globally mobile employees in North America, Europe, the Middle East and Asia.In accordance with GAAP, the total purchase price has been allocated to the tangible and intangible net assets acquired based on management’s estimates of their fair values. Accordingly, approximately$210 million was allocated to intangible assets, primarily customer relationships. The weighted average amortization period is 15 years. The condensed balance sheet at the acquisition date was asfollows:
(In millions)   Investments $ 39Cash and cash equivalents 73Premiums, accounts and notes receivable 22Property and equipment 1Deferred income taxes (71)Goodwill 229Other assets, including other intangibles 220Total assets acquired 513Accounts payable, accrued expenses and other liabilities 101Total liabilities acquired 101Net assets acquired $ 412

Goodwill was allocated to the International segment. For foreign tax purposes, the acquisition of Vanbreda International was treated as a stock purchase. Accordingly, goodwill and other intangibleassets will not be amortized for foreign tax purposes but may reduce the taxability of earnings repatriated to the U.S. by Vanbreda International.The results of Vanbreda International are included in the Company’s Consolidated Financial Statements from the date of acquisition. The pro forma effect on total revenues and net income assumingthe acquisition had occurred as of January 1, 2009 was not material to the Company’s total revenues and shareholders’ net income for the years ended December 31, 2010 or 2009.
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Basic and diluted earnings per share were computed as follows:
(Dollars in millions, except per share amounts) Basic Effect of Dilution Diluted

2011Shareholders’ income from continuing operations $ 1,327 $ ‐ $ 1,327Shares (in thousands):Weighted average 270,691 ‐ 270,691Common stock equivalents 3,558 3,558Total shares 270,691 3,558 274,249EPS $ 4.90 $ (0.06) $ 4.84
2010Shareholders’ income from continuing operations $ 1,345 $ ‐ $ 1,345Shares (in thousands):Weighted average 272,866 ‐ 272,866Common stock equivalents 2,421 2,421Total shares 272,866 2,421 275,287EPS $ 4.93 $ (0.04) $ 4.89
2009Shareholders’ income from continuing operations $ 1,301 $ ‐ $ 1,301Shares (in thousands):Weighted average 274,058 ‐ 274,058Common stock equivalents 1,299 1,299Total shares 274,058 1,299 275,357EPS $ 4.75 $ (0.02) $ 4.73

The  following  outstanding  employee  stock options  were  not  included  in  the  computation  of diluted  earnings  per share  because  their effect  would  have  increased  diluted  earnings  per share(antidilutive) as their exercise price was greater than the average share price of the Company’s common stock for the period.
(In millions) 2011 2010 2009Antidilutive options 3.7 6.3 8.8
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Medical claims payable for the Health Care segment reflects estimates of the ultimate cost of claims that have been incurred but not yet reported, those which have been reported but not yet paid(reported claims in process) and other medical expense payable, which primarily comprises accruals for provider incentives and other amounts payable to providers. Incurred but not yet reportedcomprises the majority of the reserve balance as follows:
(In millions) 2011 2010Incurred but not yet reported $ 952 $ 1,067Reported claims in process 129 164Other medical expense payable 14 15
MEDICAL CLAIMS PAYABLE $ 1,095 $ 1,246

Activity in medical claims payable was as follows:
(In millions) 2011 2010 2009Balance at January 1, $ 1,246 $ 921 $ 924Less: Reinsurance and other amounts recoverable 236 206 211Balance at January 1, net 1,010 715 713Incurred claims related to:Current year 8,308 8,663 6,970Prior years (126) (93) (43)Total incurred 8,182 8,570 6,927Paid claims related to:Current year 7,450 7,682 6,278Prior years 841 593 647Total paid 8,291 8,275 6,925Balance at December 31, net 901 1,010 715Add: Reinsurance and other amounts recoverable 194 236 206Balance at December 31, $ 1,095 $ 1,246 $ 921

Reinsurance and other amounts recoverable reflect amounts due from reinsurers and policyholders to cover incurred but not reported and pending claims for minimum premium products and certainadministrative services only business where the right of offset does not exist. See Note 7 for additional information on reinsurance. For the year ended December 31, 2011, actual experience differedfrom the Company’s key assumptions resulting in favorable incurred claims related to prior years’ medical claims payable of $126 million, or 1.5% of the current year incurred claims as reported for theyear ended December 31, 2010. Actual completion factors resulted in a reduction in medical claims payable of $87 million, or 1.0% of the current year incurred claims as reported for the year endedDecember 31, 2010 for the insured book of business. Actual medical cost trend resulted in a reduction in medical claims payable of $39 million, or 0.5% of the current year incurred claims as reportedfor the year ended December 31, 2010 for the insured book of business.For the year ended December 31,  2010,  actual experience differed from the Company’s  key assumptions,  resulting in favorable incurred claims related to  prior years’ medical  claims payable of$93 million,  or 1.3% of the current year incurred claims as reported for the year ended December 31,  2009.  Actual completion factors resulted in a  reduction of the medical claims payable of$51 million, or 0.7% of the current year incurred claims as reported for the year ended December 31, 2009 for the insured book of business. Actual medical cost trend resulted in a reduction of themedical claims payable of $42 million, or 0.6% of the current year incurred claims as reported for the year ended December 31, 2009 for the insured book of business.
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The  corresponding  impact  of  prior  year  development  on  shareholders’  net  income  was  $53  million  for  the  year  ended  December  31,  2011  compared  with  $26  million  for  the  year  endedDecember 31, 2010. The favorable effects of prior year development on net income in 2011 and 2010 primarily reflect low medical services utilization trend. The change in the amount of the incurredclaims related to prior years in the medical claims payable liability does not directly correspond to an increase or decrease in the Company’s shareholders’ net income recognized for the followingreasons: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, which require that the liabilitiesbe adequate under moderately adverse conditions. As the Company establishes the liability for each incurral year, the Company ensures that its assumptions appropriately consider moderately adverseconditions. When a portion of the development related to the prior year incurred claims is offset by an increase determined appropriate to address moderately adverse conditions for the current yearincurred claims, the Company does not consider that offset amount as having any impact on shareholders’ net income.Second, while changes in reserves for the Company’s guaranteed cost products do directly affect shareholders’ net income, changes in reserves for the Company’s retrospectively experience‐ratedbusiness  do  not always impact shareholders’  net income.  For the Company’s  retrospectively experience‐rated business  only adjustments  to  medical  claims payable on accounts  in deficit  affectshareholders’ net income. An increase or decrease to medical claims payable on accounts in deficit, in effect, accrues to the Company and directly impacts shareholders’ net income. An account is indeficit when the accumulated medical costs and administrative charges, including profit charges, exceed the accumulated premium received. Adjustments to medical claims payable on accounts insurplus accrue directly to the policyholder with no impact on the Company’s shareholders’ net income. An account is in surplus when the accumulated premium received exceeds the accumulatedmedical costs and administrative charges, including profit charges.
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The Company’s reinsurance operations, which were discontinued in 2000 and are now an inactive business in run‐off mode, reinsured a guaranteed minimum death benefit (“GMDB”), also known asvariable annuity death benefits (“VADBe”), under certain variable annuities issued by other insurance companies. These variable annuities are essentially investments in mutual funds combined with adeath benefit. The Company has equity and other market exposures as a result of this product. In periods of declining equity markets and in periods of flat equity markets following a decline, theCompany’s liabilities for these guaranteed minimum death benefits increase. Conversely, in periods of rising equity markets, the Company’s liabilities for these guaranteed minimum death benefitsdecrease.In 2000, the Company determined that the GMDB reinsurance business was premium deficient because the recorded future policy benefit reserve was less than the expected present value of futureclaims and expenses less the expected present value of future premiums and investment income using revised assumptions based on actual and expected experience. The Company tests for premiumdeficiency by reviewing  its  reserve  each  quarter using  current  market  conditions  and its  long‐term  assumptions.  Under premium  deficiency accounting,  if  the  recorded reserve  is  determinedinsufficient, an increase to the reserve is reflected as a charge to current period income. Consistent with GAAP, the Company does not recognize gains on premium deficient long duration products.See Note 12 for further information on the Company’s dynamic hedge programs that are used to reduce certain equity and interest rate exposures associated with this business.The Company had future policy benefit reserves for GMDB contracts of $1.2 billion as of December 31, 2011, and $1.1 billion as of December 31, 2010. The determination of liabilities for GMDB requiresthe Company to make critical accounting estimates. The Company estimates its liabilities for GMDB exposures using an internal model run using many scenarios and based on assumptions regardinglapse, future partial surrenders, claim mortality (deaths that result in claims), interest rates (mean investment performance and discount rate) and volatility. Lapse refers to the full surrender of anannuity prior to a contractholder’s death. Future partial surrender refers to the fact that most contractholders have the ability to withdraw substantially all of their mutual fund investments whileretaining the death benefit coverage in effect at the time of the withdrawal. Mean investment performance for underlying equity mutual funds refers to market rates expected to be earned on thehedging instruments over the life of the GMDB equity hedge program, and for underlying fixed income mutual funds refers to the expected market return over the life of the contracts. Market volatilityrefers to market fluctuation. These assumptions are based on the Company’s experience and future expectations over the long‐term period, consistent with the long‐term nature of this product. TheCompany regularly evaluates these assumptions and changes its estimates if actual experience or other evidence suggests that assumptions should be revised. If actual experience differs from theassumptions (including lapse, future partial surrenders, claim mortality, interest rates and volatility) used in estimating these liabilities, the result could have a material adverse effect on the Company’sconsolidated results of operations, and in certain situations, could have a material adverse effect on the Company’s financial condition.The following provides information about the Company’s reserving methodology and assumptions for GMDB as of December 31, 2011:• The reserves represent estimates of the present value of net amounts expected to be paid, less the present value of net future premiums. Included in net amounts expected to be paid is the excess ofthe guaranteed death benefits over the values of the contractholders’ accounts (based on underlying equity and bond mutual fund investments).• The reserves include an estimate for partial surrenders that essentially lock in the death benefit for a particular policy based on annual election rates that vary from 0% to 15% depending on the netamount at risk for each policy and whether surrender charges apply.• The assumed mean investment performance (“growth interest rate”) for the underlying equity mutual funds for the portion of the liability that is covered by the Company’s growth interest rate hedgeprogram is based on the market‐observable LIBOR swap curve. The assumed mean investment performance for the remainder of the underlying equity mutual funds considers the Company’s GMDBequity hedge program using futures contracts, and is based on the Company’s view that short‐term interest rates will average 4.75% over future periods, but considers that current short‐term ratesare less than 4.75%. The mean investment performance assumption for the underlying fixed income mutual funds (bonds and money market) is 5% based on a review of historical returns. Theinvestment performance for underlying equity and fixed income mutual funds is reduced by fund fees ranging from 1% to 3% across all funds.• The volatility assumption is based on a review of historical monthly returns for each key index (e.g. S&P 500) over a period of at least ten years. Volatility represents the dispersion of historicalreturns compared to the average historical return (standard deviation) for each index. The assumption is 16% to 25%, varying by equity fund type; 4% to 10%, varying by bond fund type; and 2% formoney market funds. These volatility assumptions are used along with the mean investment performance assumption to project future return scenarios.
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• The discount rate is 5.75%, which is determined based on the underlying and projected yield of the portfolio of assets supporting the GMDB liability.• The claim mortality assumption is  65% to 89% of the 1994 Group Annuity Mortality table,  with 1% annual improvement beginning January 1,  2000.  The assumption reflects that for certaincontracts, a spousal beneficiary is allowed to elect to continue a contract by becoming its new owner, thereby postponing the death claim rather than receiving the death benefit currently. For certainissuers of these contracts, the claim mortality assumption depends on age, gender, and net amount at risk for the policy.• The lapse rate assumption is 0% to 24%, depending on contract type, policy duration and the ratio of the net amount at risk to account value.During 2011, the Company completed its normal review of reserves (including assumptions) and recorded additional other benefit expenses of $70 million ($45 million after‐tax) to strengthen GMDBreserves. The reserve strengthening was driven primarily by:• adverse impacts of $34 million ($22 million after‐tax) due to volatile equity market conditions. Volatility risk is not covered by the hedging programs. Also, the equity market volatility reduced theeffectiveness of the hedging program for equity market exposures, in part because the market does not offer futures contracts that exactly match the diverse mix of equity fund investments held bycontractholders.• adverse  interest rate  impacts  of $23 million ($15 million after‐tax)  reflecting management’s  consideration of the  anticipated impact of continuing low current short‐term interest  rates.  Thisevaluation also led management to lower the mean investment performance assumption for equity funds from 5% to 4.75% for those funds not subject to the growth interest rate hedge program.• adverse impacts of overall market declines in the third quarter of $13 million ($8 million after‐tax), that include an increase in the provision for expected future partial surrenders and declines in thevalue of contractholders’ non‐equity investments such as bond funds, neither of which are included in the hedge programs.During 2010,  the Company performed its  periodic review of assumptions resulting in a  charge of $52 million pre‐tax  ($34 million after‐tax) to  strengthen GMDB reserves.  During 2010 currentshort‐term interest rates had declined from the level anticipated at December 31, 2009, leading the Company to increase reserves. This interest rate risk was not even partially hedged at that time. TheCompany also updated the lapse assumption for policies that have already taken or may take a significant partial withdrawal, which had a lesser reserve impact.During 2009, the Company reported a charge of $73 million pre‐tax ($47 million after‐tax) to strengthen GMDB reserves. The reserve strengthening primarily reflected an increase in the provision forfuture partial surrenders due to market declines, adverse volatility‐related impacts due to turbulent equity market conditions, and interest rate impacts.Activity in future policy benefit reserves for these GMDB contracts was as follows:

(In millions) 2011 2010 2009Balance at January 1, $ 1,138 $ 1,285 $ 1,609Add: Unpaid claims 37 36 34Less: Reinsurance and other amounts recoverable 51 53 83Balance at January 1, net 1,124 1,268 1,560Add: Incurred benefits 138 (20) (122)Less: Paid benefits 105 124 170Ending balance, net 1,157 1,124 1,268Less: Unpaid claims 40 37 36Add: Reinsurance and other amounts recoverable 53 51 53Balance at December 31, $ 1,170 $ 1,138 $ 1,285
Benefits paid and incurred are net of ceded amounts. Incurred benefits reflect the (favorable) or unfavorable impact of a rising or falling equity market on the liability, and include the charges discussedabove. Losses or gains have been recorded in other revenues as a result of the GMDB equity and growth interest rate hedge programs to reduce equity market and certain interest rate exposures.
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The majority of the Company’s exposure arises under annuities that guarantee that the benefit received at death will be no less than the highest historical account value of the related mutual fundinvestments on a contractholder’s anniversary date. Under this type of death benefit, the Company is liable to the extent the highest historical anniversary account value exceeds the fair value of therelated mutual fund investments at the time of a contractholder’s death. Other annuity designs that the Company reinsured guarantee that the benefit received at death will be:• the contractholder’s account value as of the last anniversary date (anniversary reset); or• no less than net deposits paid into the contract accumulated at a specified rate or net deposits paid into the contract.The table below presents the account value, net amount at risk and average attained age of underlying contractholders for guarantees in the event of death, by type of benefit as of December 31. The netamount at risk is the death benefit coverage in force or the amount that the Company would have to pay if all contractholders died as of the specified date, and represents the excess of the guaranteedbenefit amount over the fair value of the underlying mutual fund investments.

(Dollars in millions) 2011 2010

Highest anniversary annuity valueAccount value $ 10,801 $ 13,336Net amount at risk $ 4,487 $ 4,372Average attained age of contractholders (weighted by exposure) 71 70
Anniversary value resetAccount value $ 1,184 $ 1,396Net amount at risk $ 56 $ 52Average attained age of contractholders (weighted by exposure) 63 63
OtherAccount value $ 1,768 $ 1,864Net amount at risk $ 834 $ 755Average attained age of contractholders (weighted by exposure) 70 69
TotalAccount value $ 13,753 $ 16,596Net amount at risk $ 5,377 $ 5,179Average attained age of contractholders (weighted by exposure) 71 70Number of contractholders (approx.) 480,000 530,000

The Company has also written reinsurance contracts with issuers of variable annuity contracts that provide annuitants with certain guarantees related to minimum income benefits. All reinsured GMIBpolicies also have a GMDB benefit reinsured by the Company. See Note 10 for further information.
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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 andto permit recovery of a portion of direct losses. Reinsurance is also used in acquisition and disposition transactions where the underwriting company is not being acquired. Reinsurance does not relievethe originating insurer of liability. The Company regularly evaluates the financial condition of its reinsurers and monitors its concentrations of credit risk.
Retirement benefits businessThe Company had reinsurance recoverables of $1.6 billion as of December 31, 2011, and $1.7 billion as of December 31, 2010 from Prudential Retirement Insurance and Annuity Company resultingfrom the 2004 sale of the retirement benefits business,  which was primarily in the form of a reinsurance arrangement.  The reinsurance recoverable,  that is  reduced as the Company’s reinsuredliabilities are paid or directly assumed by the reinsurer, is secured primarily by fixed maturities equal to or greater than 100% of the reinsured liabilities. These fixed maturities are held in a trustestablished for the benefit of the Company. As of December 31, 2011, the fair value of trust assets exceeded the reinsurance recoverable.
Individual life and annuity reinsuranceThe Company had reinsurance recoverables of $4.2 billion as of December 31, 2011 and $4.3 billion as of December 31, 2010 from The Lincoln National Life Insurance Company and Lincoln Life &Annuity of New York resulting from the 1998 sale of the Company’s individual life insurance and annuity business through indemnity reinsurance arrangements. The Lincoln National Life InsuranceCompany and Lincoln Life & Annuity of New York must maintain a specified minimum credit or claims paying rating or they will be required to fully secure the outstanding recoverable balance. As ofDecember 31, 2011, both companies had ratings sufficient to avoid triggering a contractual obligation.

Ceded Reinsurance: Ongoing operationsThe Company’s insurance subsidiaries have reinsurance recoverables from various reinsurance arrangements in the ordinary course of business for its Health Care, Disability and Life, and Internationalsegments as well as the corporate‐owned life insurance business. Reinsurance recoverables of $277 million as of December 31, 2011 are expected to be collected from more than 70 reinsurers. Thehighest balance that a single reinsurer carried as of December 31, 2011 was $57 million. No other single reinsurer’s balance amounted to more than 12% of the total recoverable for ongoing operations.The Company reviews its reinsurance arrangements and establishes reserves against the recoverables in the event that recovery is not considered probable. As of December 31, 2011, the Company’srecoverables related to these segments were net of a reserve of $4 million.
Assumed and Ceded reinsurance: Run-off Reinsurance segmentThe Company’s Run‐off Reinsurance operations assumed risks related to GMDB contracts, GMIB contracts, workers’ compensation, and personal accident business. The Run‐off Reinsurance operationsalso purchased retrocessional coverage to reduce the risk of loss on these contracts. In December 2010, the Company entered into reinsurance arrangements to transfer the remaining liabilities andadministration of the workers’ compensation and personal accident businesses to a subsidiary of Enstar Group Limited. Under this arrangement, the new reinsurer also assumes the future risk ofcollection from prior reinsurers. See Note 3 for further details regarding this arrangement.Liabilities related to GMDB, workers’ compensation and personal accident are included in future policy benefits and unpaid claims. Because the GMIB contracts are treated as derivatives under GAAP,the asset related to GMIB is recorded in the Other assets, including other intangibles caption and the liability related to GMIB is recorded in Accounts payable, accrued expenses, and other liabilities onthe Company’s Consolidated Balance Sheets (see Notes 10 and 23 for additional discussion of the GMIB assets and liabilities).The reinsurance recoverables for GMDB, workers’ compensation, and personal accident total $252 million as of December 31, 2011. Of this amount, approximately 93% are secured by assets in trust orletters of credit.The Company reviews its reinsurance arrangements and establishes reserves against the recoverables in the event that recovery is not considered probable. As of December 31, 2011, the Company’srecoverables related to this segment were net of a reserve of $1 million.The Company’s payment obligations for underlying reinsurance exposures assumed by the Company under these contracts are based on the ceding companies’ claim payments.  For GMDB, claimpayments vary because of changes in equity markets and interest rates, as well as mortality and contractholder behavior. Any of these claim payments can extend many years into the future, and theamount of the ceding companies’ ultimate claims, and therefore, the amount of the Company’s ultimate payment obligations and corresponding ultimate collection from retrocessionaires, may not beknown with certainty for some time.
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SummaryThe Company’s reserves for underlying reinsurance exposures assumed by the Company, as well as for amounts recoverable from reinsurers/retrocessionaires for both ongoing operations and therun‐off reinsurance operation, are considered appropriate as of December 31, 2011, based on current information. However, it is possible that future developments could have a material adverse effecton the Company’s consolidated results of operations and, in certain situations, such as if actual experience differs from the assumptions used in estimating reserves for GMDB, could have a materialadverse effect on the Company’s financial condition. The Company bears the risk of loss if its retrocessionaires do not meet or are unable to meet their reinsurance obligations to the Company.In the Company’s Consolidated Income Statements, Premiums and fees were presented net of ceded premiums, and Total benefits and expenses were presented net of reinsurance recoveries, in thefollowing amounts:

(In millions) 2011 2010 2009

Premiums and FeesShort‐duration contracts:Direct $ 17,423 $ 16,611 $ 13,886Assumed 158 496 1,076Ceded (185) (187) (192)17,396 16,920 14,770Long‐duration contracts:Direct 1,919 1,687 1,499Assumed 36 36 33Ceded:Individual life insurance and annuity business sold (203) (195) (209)Other (59) (55) (52)1,693 1,473 1,271
TOTAL $ 19,089 $ 18,393 $ 16,041

Reinsurance recoveriesIndividual life insurance and annuity business sold $ 310 $ 321 $ 322Other 213 156 178
TOTAL $ 523 $ 477 $ 500

The decrease in assumed premiums in 2011 as compared to 2010 primarily reflects the effect of the Company’s exit from a large, low‐margin assumed government life insurance program. The decreasein assumed premiums in 2010 as compared to 2009 primarily reflects the effect of the Company’s exit from two large, non‐strategic assumed government life insurance programs as well as the transferof policies assumed in the acquisition of Great‐West Healthcare directly to one of the Company’s insurance subsidiaries in 2010. The effects of reinsurance on written premiums and fees for short‐duration contracts were not materially different from the recognized premium and fee amounts shown in the table above.

Goodwill primarily relates to the Health Care segment ($2.9 billion) and, to a lesser extent, the International segment ($290 million) and increased by $45 million during 2011 primarily as a result ofthe acquisition of FirstAssist. The fair values of the Company’s Health Care segment and International’s reporting unit are substantially in excess of their carrying values therefore the risk for futureimpairment is unlikely.
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Other intangible assets were comprised of the following at December 31:

(Dollars in millions) Cost
Accumulated
Amortization

Net Carrying
Value

Weighted
Average

Amortization
Period (Years)

2011Customer relationships $ 583 $ 313 $ 270 13Other 127 27 100 12Total reported in other assets, including other intangibles 710 340 370Internal‐use software reported in property and equipment 1,600 1,054 546 5
TOTAL OTHER INTANGIBLE ASSETS $ 2,310 $ 1,394 $ 916  

2010Customer relationships $ 587 $ 277 $ 310 12Other 70 22 48 14Total reported in other assets, including other intangibles 657 299 358Internal‐use software reported in property and equipment 1,379 875 504 5
TOTAL OTHER INTANGIBLE ASSETS $ 2,036 $ 1,174 $ 862  

The increase in intangible assets in 2011 primarily relates to the acquisition of FirstAssist.Property and equipment was comprised of the following as of December 31:
(Dollars in millions) Cost

Accumulated
Amortization

Net Carrying
Value

2011Internal‐use software $ 1,600 $ 1,054 $ 546Other property and equipment 1,285 807 478
TOTAL PROPERTY AND EQUIPMENT $ 2,885 $ 1,861 $ 1,024

2010Internal‐use software $ 1,379 $ 875 $ 504Other property and equipment 1,190 782 408
TOTAL PROPERTY AND EQUIPMENT $ 2,569 $ 1,657 $ 912

Depreciation and amortization was comprised of the following for the years ended December 31:
(Dollars in millions) 2011 2010 2009Internal‐use software $ 187 $ 161 $ 147Other property and equipment 117 99 91Depreciation and amortization of property and equipment 304 260 238Other intangibles 41 32 30
TOTAL DEPRECIATION AND AMORTIZATION $ 345 $ 292 $ 268

The Company estimates annual pre‐tax amortization for intangible assets, including internal‐use software, over the next five calendar years to be as follows: $231 million in 2012, $186 million in 2013,$139 million in 2014, $83 million in 2015, and $68 million in 2016.
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The Company and certain of its subsidiaries provide pension, health care and life insurance defined benefits to eligible retired employees, spouses and other eligible dependents through variousdomestic and foreign plans. The effect of its foreign pension and other postretirement benefit plans is immaterial to the Company’s results of operations, liquidity and financial position. EffectiveJuly 1, 2009, the Company froze its primary domestic defined benefit pension plans. A curtailment of benefits occurred as a result of this action since it eliminated the accrual of benefits for the futureservice of active employees enrolled in these domestic pension plans. Accordingly, the Company recognized a pre‐tax curtailment gain of $46 million ($30 million after‐tax) in 2009.The Company measures the assets and liabilities of its domestic pension and other postretirement benefit plans as of December 31. The following table summarizes the projected benefit obligationsand assets related to the Company’s domestic and international pension and other postretirement benefit plans as of, and for the year ended, December 31:
(In millions)

Pension Benefits Other Postretirement Benefits

2011 2010 2011 2010

Change in benefit obligationBenefit obligation, January 1 $ 4,691 $ 4,363 $ 444 $ 419Service cost 2 2 2 1Interest cost 228 240 20 22Loss from past experience 453 379 16 36Benefits paid from plan assets (273) (258) (2) (2)Benefits paid ‐ other (34) (35) (28) (32)Benefit obligation, December 31 5,067 4,691 452 444
Change in plan assetsFair value of plan assets, January 1 3,163 2,850 23 24Actual return on plan assets 156 357 1 1Benefits paid (273) (258) (2) (2)Contributions 252 214 ‐ ‐Fair value of plan assets, December 31 3,298 3,163 22 23Funded Status $ (1,769) $ (1,528) $ (430) $ (421)

The postretirement benefits liability adjustment included in accumulated other comprehensive loss consisted of the following as of December 31:
(In millions)

Pension Benefits Other Postretirement Benefits

2011 2010 2011 2010Unrecognized net gain (loss) $ (2,331) $ (1,805) $ (30) $ (14)Unrecognized prior service cost (5) (5) 35 51
POSTRETIREMENT BENEFITS LIABILITY ADJUSTMENT $ (2,336) $ (1,810) $ 5 $ 37
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During 2011, the Company’s postretirement benefits liability adjustment increased by $558 million pre‐tax ($360 million after‐tax) resulting in a decrease to shareholders’ equity. The increase in theliability was primarily due to a decrease in the discount rate and actual investment returns significantly less than expected in 2011.
Pension benefitsThe Company’s  pension plans were underfunded by $1.8 billion in 2011 and $1.5 billion in 2010 and had related accumulated benefit obligations of $5.1 billion as  of December 31,  2011 and$4.7 billion as of December 31, 2010.The Company funds its qualified pension plans at least at the minimum amount required by the Employee Retirement Income Security Act of 1974 and the Pension Protection Act of 2006. For 2012, theCompany expects to make minimum required and voluntary contributions totaling approximately $250 million. Future years’ contributions will ultimately be based on a wide range of factors includingbut not limited to asset returns, discount rates, and funding targets.Components of net pension cost for the years ended December 31 were as follows:

(In millions) 2011 2010 2009Service cost $ 2 $ 2 $ 43Interest cost 228 240 250Expected long‐term return on plan assets (267) (253) (239)Amortization of:Net loss from past experience 38 28 34Prior service cost ‐ ‐ (4)Curtailment ‐ ‐ (46)
NET PENSION COST $ 1 $ 17 $ 38

The Company expects to recognize pre‐tax losses of $59 million in 2012 from amortization of past experience. This estimate is based on a weighted average amortization period for the frozen andinactive plans of approximately 29 years, as this period is now based on the average expected remaining life of plan participants.
Other postretirement benefitsUnfunded retiree health benefit plans had accumulated benefit obligations of $302 million at December 31, 2011, and $296 million at December 31, 2010. Retiree life insurance plans had accumulatedbenefit obligations of $150 million as of December 31, 2011 and $148 million as of December 31, 2010.Components of net other postretirement benefit cost for the years ended December 31 were as follows:

(In millions) 2011 2010 2009Service cost $ 2 $ 1 $ 1Interest cost 20 22 24Expected long‐term return on plan assets (1) (1) (1)Amortization of:Net gain from past experience ‐ ‐ (5)Prior service cost (16) (18) (18)
NET OTHER POSTRETIREMENT BENEFIT COST $ 5 $ 4 $ 1

The  Company expects  to  recognize  in  2012 pre‐tax  gains  of $12 million related to  amortization of prior service  cost  and no  pre‐tax  losses  from amortization of past  experience.  The  originalamortization period is based on an average remaining service period of active employees associated with the other postretirement benefit plans of approximately 9 years.  The weighted averageremaining amortization period for prior service cost is approximately 2.5 years.The estimated rate of future increases in the per capita cost of health care benefits is 8% in 2012, decreasing by 0.5% per year to 5% in 2018 and beyond. This estimate reflects the Company’s currentclaim experience and management’s estimate that rates of growth will decline in the future. A 1% increase or decrease in the estimated rate would have changed 2011 reported amounts as follows:
(In millions) Increase DecreaseEffect on total service and interest cost $ 1 $ (1)Effect on postretirement benefit obligation $ 13 $ (11)
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Plan assetsThe Company’s current target investment allocation percentages (37% equity securities,  30% fixed income, 15% securities partnerships,  10% hedge funds and 8% real estate) are developed bymanagement as guidelines, although the fair values of each asset category are expected to vary as a result of changes in market conditions. The pension plan asset portfolio has been most heavilyweighted towards equity securities, consisting of domestic and international investments, in an effort to earn a higher rate of return on pension plan investments over the long‐term payout period ofthe pension benefit obligations. During 2011, the Company modified its target investment allocations, reducing the target allocation to equity securities and increasing allocations to fixed income andother alternative investments, including hedge funds. The further diversification of the pension plan assets from equity securities into other investments is intended to mitigate the volatility in returns,while also providing adequate liquidity to fund benefit distributions.As of December 31, 2011, pension plan assets included $3.0 billion invested in the separate accounts of Connecticut General Life Insurance Company (“CGLIC”) and Life Insurance Company of NorthAmerica, which are subsidiaries of the Company, as well as an additional $0.4 billion invested directly in funds offered by the buyer of the retirement benefits business.The fair values of plan assets by category and by the fair value hierarchy as defined by GAAP are as follows. See Note 10 for a description of how fair value is determined, including the level within thefair value hierarchy and the procedures the Company uses to validate fair value measurements.

December 31, 2011
(In millions)

Quoted Prices in
Active Markets for

Identical Assets
(Level 1)

Significant Other
Observable Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3) Total

Plan assets at fair value:Fixed maturities:Federal government and agency $ ‐ $ 5 $ ‐ $ 5Corporate ‐ 332 7 339Mortgage and other asset‐backed ‐ 8 2 10Fund investments and pooled separate accounts (1) ‐ 546 3 549
TOTAL FIXED MATURITIES  -  891  12  903Equity securities:Domestic 1,153 1 14 1,168International, including funds and pooled separate accounts (1) 141 137 ‐ 278
TOTAL EQUITY SECURITIES  1,294  138  14  1,446Real estate and mortgage loans, including pooled separate accounts (1) ‐ ‐ 303 303Securities partnerships ‐ ‐ 314 314Hedge funds ‐ ‐ 148 148Guaranteed deposit account contract ‐ ‐ 39 39Cash equivalents ‐ 145 ‐ 145
TOTAL PLAN ASSETS AT FAIR VALUE $ 1,294 $ 1,174 $ 830 $ 3,298

(1) A pooled separate account has several participating benefit plans and each owns a share of the total pool of investments.
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December 31, 2010
(In millions)

Quoted Prices in
Active Markets for

Identical Assets
(Level 1)

Significant Other
Observable Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3) Total

Plan assets at fair value:Fixed maturities:Federal government and agency $ ‐ $ 8 $ ‐ $ 8Corporate ‐ 158 24 182Mortgage and other asset‐backed ‐ 4 ‐ 4Fund investments and pooled separate accounts (1) ‐ 372 2 374
TOTAL FIXED MATURITIES  -  542  26  568Equity securities:Domestic 1,445 ‐ 20 1,465International, including funds and pooled separate accounts (1) 208 218 ‐ 426
TOTAL EQUITY SECURITIES  1,653  218  20  1,891Real estate and mortgage loans, including pooled separate accounts (1) ‐ ‐ 240 240Securities partnerships ‐ ‐ 347 347Guaranteed deposit account contract ‐ ‐ 24 24Cash equivalents ‐ 93 ‐ 93
TOTAL PLAN ASSETS AT FAIR VALUE $ 1,653 $ 853 $ 657 $ 3,163

(1) A pooled separate account has several participating benefit plans and each owns a share of the total pool of investments.Plan assets in Level 1 include exchange‐listed equity securities. Level 2 assets primarily include:• fixed income and international equity funds priced using their daily net asset value which is the exit price; and• fixed maturities valued using recent trades of similar securities or pricing models as described below.Because many fixed maturities do not trade daily, fair values are often derived using recent trades of securities with similar features and characteristics. When recent trades are not available, pricingmodels 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 theappropriate spreads over comparable U.S. Treasury securities, based on the credit quality, industry and structure of the asset.Plan assets classified in Level 3 include securities partnerships, equity real estate and hedge funds generally valued based on the pension plan’s ownership share of the equity of the investee includingchanges in the fair values of its underlying investments.The following table summarizes the changes in pension plan assets classified in Level 3 for the years ended December 31, 2011 and December 31, 2010. Actual return on plan assets in this table mayinclude changes in fair value that are attributable to both observable and unobservable inputs.
(In millions)

Fixed
Maturities

& Equity
Securities

Real Estate
& Mortgage

Loans
Securities

Partnerships Hedge Funds

Guaranteed
Deposit
Account

Contract TotalBalance at January 1, 2011 $ 46 $ 240 $ 347 $ ‐ $ 24 $ 657Actual return on plan assets:Assets still held at the reporting date 1 44 66 (2) 3 112Assets sold during the period 18 ‐ ‐ ‐ ‐ 18
TOTAL ACTUAL RETURN ON PLAN ASSETS 19 44 66 (2) 3 130Purchases, sales, settlements, net (33) 21 (99) 150 12 51Transfers into/out of Level 3 (6) (2) ‐ ‐ ‐ (8)Balance at December 31, 2011 $ 26 $ 303 $ 314 $ 148 $ 39 $ 830
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(In millions)

Fixed
Maturities &

Equity Securities
Real Estate &

Mortgage Loans
Securities

Partnerships

Guaranteed
Deposit Account

Contract TotalBalance at January 1, 2010 $ 167 $ 160 $ 257 $ 29 $ 613Actual return on plan assets:Assets still held at the reporting date (15) 16 53 2 56Assets sold during the period 14 ‐ ‐ ‐ 14Total actual return on plan assets (1) 16 53 2 70Purchases, sales, settlements, net (119) 64 37 (7) (25)Transfers into/out of Level 3 (1) ‐ ‐ ‐ (1)Balance at December 31, 2010 $ 46 $ 240 $ 347 $ 24 $ 657
The assets related to other postretirement benefit plans are invested in deposit funds with interest credited based on fixed income investments in the general account of CGLIC. As there are significantunobservable inputs used in determining the fair value of these assets, they are classified as Level 3. During 2011, these assets earned a return of $1 million, offset by a net withdrawal from the fund of$2 million, while during 2010, they earned a return of $1 million, offset by a net withdrawal of $2 million.
Assumptions for pension and other postretirement benefit plansManagement determined the present value of the projected benefit obligation and the accumulated other postretirement benefit obligation and related benefit costs based on the following weightedaverage assumptions as of and for the years ended December 31:

 2011 2010Discount rate:Pension benefit obligation 4.00% 5.00%Other postretirement benefit obligation 3.75% 4.75%Pension benefit cost 5.00% 5.50%Other postretirement benefit cost 4.75% 5.25%Expected long‐term return on plan assets:Pension benefit cost 8.00% 8.00%Other postretirement benefit cost 5.00% 5.00%Expected rate of compensation increase:Other postretirement benefit obligation 3.00% 3.00%Other postretirement benefit cost 3.00% 3.00%
Discount rates are set by applying actual annualized yields at various durations from the Citigroup Pension Liability curve, without adjustment, to the expected cash flows of the postretirement benefitsliabilities. The Company believes that the Citigroup Pension Liability curve is the most representative curve to use because it is derived from a broad array of bonds in various industries throughout thedomestic market for high quality bonds.  Further,  Citigroup monitors the bond portfolio  to  ensure that only high quality issues are included.  Accordingly,  the Company does not believe that anyadjustment is required to the Citigroup curve.Expected long‐term rates of return on plan assets were developed considering actual long‐term historical returns, expected long‐term market conditions, plan asset mix and management’s investmentstrategy, which includes a significant allocation to domestic and foreign equity securities as well as real estate, securities partnerships and hedge funds. Expected long‐term market conditions take intoconsideration certain key macroeconomic trends including expected domestic and foreign GDP growth, employment levels and inflation. Based on the Company’s current outlook, the expected returnassumption is considered reasonable. The actual investment allocation at December 31, 2011 is more heavily weighted towards equity securities than targeted. The Company expects the allocation ofequity securities to move closer to target during 2012 as additional attractive alternative investments (securities partnerships and hedge funds) can be identified.To measure pension costs, the Company uses a market‐related asset valuation for domestic pension plan assets invested in non‐fixed income investments. The market‐related value of these pensionassets recognizes the difference between actual and expected long‐term returns in the portfolio over 5 years, a method that reduces the short‐term impact of market fluctuations on pension cost. AtDecember 31, 2011, the market‐related asset value was approximately $3.4 billion compared with a market value of approximately $3.3 billion.
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Benefit paymentsThe following benefit payments, including expected future services, are expected to be paid in:

(In millions) Pension Benefits

Other Postretirement Benefits

Gross
Net of Medicare

Part D Subsidy2012 $ 516 $ 43 $ 392013 $ 338 $ 41 $ 392014 $ 340 $ 40 $ 382015 $ 327 $ 39 $ 382016 $ 323 $ 38 $ 372017‐2021 $ 1,577 $ 169 $ 162

The Company sponsors a 401(k) plan in which the Company matches a portion of employees’ pre‐tax contributions. Another 401(k) plan with an employer match was frozen in 1999. Participants in theactive plan may invest in various funds that invest in the Company’s common stock, several diversified stock funds, a bond fund or a fixed‐income fund. In conjunction with the action to freeze thedomestic defined benefit pension plans, effective January 1, 2010, the Company increased its matching contributions to 401(k) plan participants.The Company may elect to increase its matching contributions if the Company’s annual performance meets certain targets. A substantial amount of the Company’s matching contributions are investedin the Company’s common stock. The Company’s expense for these plans was $72 million for 2011, $69 million for 2010 and $36 million for 2009.

The  Company carries  certain  financial  instruments  at  fair value  in  the  financial  statements  including  fixed maturities,  equity securities,  short‐term investments  and derivatives.  Other financialinstruments 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 amountthat 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.Fair values are based on quoted market prices when available. When market prices are not available, fair value is generally estimated using discounted cash flow analyses, incorporating current marketinputs for similar financial instruments with comparable terms and credit quality. In instances where there is little or no market activity for the same or similar instruments, the Company estimates fairvalue using methods, models and assumptions that the Company believes a hypothetical market participant would use to determine a current transaction price. These valuation techniques involvesome level of estimation and judgment by the Company which becomes significant with increasingly complex instruments or pricing models.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 usingunadjusted 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 beclassified 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) andunobservable (Level 3).
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The prices the Company uses to value its investment assets are representative of prices that would be received to sell the assets at the measurement date (exit prices) and are classified appropriately inthe fair value hierarchy. The Company performs ongoing analyses of prices used to value invested assets to determine that they represent appropriate estimates of fair value. This process involvesquantitative and qualitative analysis that is overseen by the Company’s investment professionals, including reviews of pricing methodologies, judgments of valuation inputs, and assessments of thesignificance of any unobservable inputs, pricing statistics and trends. These reviews are also designed to ensure prices do not become stale, have reasonable explanations as to why they have changedfrom prior valuations, or require additional review of other anomalies. The Company also performs sample testing of sales values to confirm the accuracy of prior fair value estimates. Exceptionsidentified during these processes indicate that adjustments to prices are infrequent and result in immaterial adjustments to valuations.
The following tables provide information as of December 31, 2011 and December 31, 2010 about the Company’s financial assets and liabilities carried at fair value. Similar disclosures for separateaccount assets, which are also recorded at fair value on the Company’s Consolidated Balance Sheets, are provided separately as gains and losses related to these assets generally accrue directly topolicyholders. In addition, Note 9 contains similar disclosures for the Company’s pension plan assets.

December 31, 2011
(In millions)

Quoted Prices in
Active Markets for

Identical Assets
(Level 1)

Significant Other
Observable Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3) TotalFinancial assets at fair value:Fixed maturities:Federal government and agency $ 217 $ 738 $ 3 $ 958State and local government ‐ 2,456 ‐ 2,456Foreign government ‐ 1,251 23 1,274Corporate ‐ 10,132 381 10,513Federal agency mortgage‐backed ‐ 9 ‐ 9Other mortgage‐backed ‐ 79 1 80Other asset‐backed ‐ 363 564 927Total fixed maturities (1) 217 15,028 972 16,217Equity securities 3 67 30 100Subtotal 220 15,095 1,002 16,317Short‐term investments ‐ 225 ‐ 225GMIB assets (2) ‐ ‐ 712 712Other derivative assets (3) ‐ 45 ‐ 45

TOTAL FINANCIAL ASSETS AT FAIR VALUE, EXCLUDING SEPARATE
ACCOUNTS $ 220 $ 15,365 $ 1,714 $ 17,299Financial liabilities at fair value:GMIB liabilities $ ‐ $ ‐ $ 1,333 $ 1,333Other derivative liabilities (3) ‐ 30 ‐ 30
TOTAL FINANCIAL LIABILITIES AT FAIR VALUE $ - $ 30 $ 1,333 $ 1,363

(1) Fixed maturities include $826 million of net appreciation required to adjust future policy benefits for the run-off settlement annuity business including $115 million of appreciation
for securities classified in Level 3.
(2) The GMIB assets represent retrocessional contracts in place from two external reinsurers which cover 55% of the exposures on these contracts.
(3) Other derivative assets include $10 million of interest rate and foreign currency swaps qualifying as cash flow hedges and $35 million of interest rate swaps not designated as
accounting hedges. Other derivative liabilities reflect foreign currency and interest rate swaps qualifying as cash flow hedges. See Note 12 for additional information.
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December 31, 2010
(In millions)

Quoted Prices in
Active Markets for

Identical Assets
(Level 1)

Significant Other
Observable Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3) TotalFinancial assets at fair value:Fixed maturities:Federal government and agency $ 133 $ 550 $ 4 $ 687State and local government ‐ 2,467 ‐ 2,467Foreign government ‐ 1,137 17 1,154Corporate ‐ 9,080 364 9,444Federal agency mortgage‐backed ‐ 10 ‐ 10Other mortgage‐backed ‐ 85 3 88Other asset‐backed ‐ 348 511 859Total fixed maturities (1) 133 13,677 899 14,709Equity securities 6 87 34 127Subtotal 139 13,764 933 14,836Short‐term investments ‐ 174 ‐ 174GMIB assets (2) ‐ ‐ 480 480Other derivative assets (3) ‐ 19 ‐ 19

TOTAL FINANCIAL ASSETS AT FAIR VALUE, EXCLUDING SEPARATE
ACCOUNTS $ 139 $ 13,957 $ 1,413 $ 15,509Financial liabilities at fair value:GMIB liabilities $ ‐ $ ‐ $ 903 $ 903Other derivative liabilities (3) ‐ 32 ‐ 32
TOTAL FINANCIAL LIABILITIES AT FAIR VALUE $ - $ 32 $ 903 $ 935

(1) Fixed maturities include $443 million of net appreciation required to adjust future policy benefits for the run-off settlement annuity business including $74 million of appreciation
for securities classified in Level 3.
(2) The GMIB assets represent retrocessional contracts in place from two external reinsurers which cover 55% of the exposures on these contracts.
(3) Other derivative assets include $16 million of interest rate and foreign currency swaps qualifying as cash flow hedges and $3 million of interest rate swaps not designated as
accounting hedges. Other derivative liabilities reflect foreign currency and interest rate swaps qualifying as cash flow hedges. See Note 12 for additional information.

Level 1 Financial AssetsInputs 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 tradesoccurring 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 maximizeinvestment returns, a relatively small portion of the Company’s investment assets are classified in this category.
Level 2 Financial Assets and Financial LiabilitiesInputs 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 inputsthat 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.  Aninstrument is classified in Level 2 if the Company determines that unobservable inputs are insignificant.
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Fixed maturities and equity securities. Approximately 93% of the Company’s investments in fixed maturities and equity securities are classified in Level 2 including most public and private corporatedebt and equity securities, federal agency and municipal bonds, non‐government asset and mortgage‐backed securities and preferred stocks. Because many fixed maturities and preferred stocks do nottrade daily, fair values are often derived using recent trades of securities with similar features and characteristics. When recent trades are not available, pricing models are used to determine theseprices. 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 alsoinclude characteristics of the issuer, collateral attributes, prepayment speeds and credit rating.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, consistentwith local market practice, using a single unadjusted market‐observable input derived by averaging multiple broker‐dealer quotes.
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 currentcarrying 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 marketobservable 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 whenestimating 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 wasrequired as of December 31, 2011 or December 31, 2010. The nature and use of these other derivatives are described in Note 12.
Level 3 Financial Assets and Financial LiabilitiesCertain 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 theCompany’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.
Fixed maturities and equity securities. Approximately 6% of fixed maturities and equity securities are priced using significant unobservable inputs and classified in this category, including:

(In millions) December 31, 2011 December 31, 2010Other asset and mortgage‐backed securities ‐ valued using pricing models $ 565 $ 514Corporate and government bonds ‐ valued using pricing models 355 312Corporate bonds ‐ valued at transaction price 52 73Equity securities ‐ valued at transaction price 30 34
TOTAL $ 1,002 $ 933

Fair values of mortgage and asset‐backed securities and corporate bonds are determined using pricing models that incorporate the specific characteristics of each asset and related assumptionsincluding 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 mortgageand asset‐backed securities, inputs and assumptions to pricing may also include collateral attributes and prepayment speeds. Recent trades in the subject security or similar securities are assessedwhen available,  and the  Company may also  review published research,  as  well  as  the  issuer’s  financial  statements,  in  its  evaluation.  Certain  subordinated corporate  bonds  and private  equityinvestments are valued at transaction price in the absence of market data indicating a change in the estimated fair values.
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Guaranteed minimum income benefit contracts. Because cash flows of the GMIB liabilities and assets are affected by equity markets and interest rates but are without significant life insurance riskand are settled in lump sum payments, the Company reports these liabilities and assets as derivatives at fair value. The Company estimates the fair value of the assets and liabilities for GMIB contractsusing assumptions regarding capital markets (including market returns, interest rates and market volatilities of the underlying equity and bond mutual fund investments), future annuitant behavior(including mortality, lapse, and annuity election rates), and non‐performance risk, as well as risk and profit charges. As certain assumptions used to estimate fair values for these contracts are largelyunobservable (primarily related to  future annuitant behavior),  the Company classifies GMIB assets and liabilities in Level 3.  The Company considered the following in determining the view of ahypothetical market participant:• that the most likely transfer of these assets and liabilities would be through a reinsurance transaction with an independent insurer having a market capitalization and credit rating similar to that ofthe Company; and• that because this  block of contracts  is  in run‐off mode,  an insurer looking to  acquire these contracts  would have similar existing contracts  with related administrative  and risk managementcapabilities.These GMIB assets and liabilities are calculated with a complex internal model using many scenarios to determine the fair value of net amounts estimated to be paid, less the fair value of net futurepremiums estimated to be received, adjusted for risk and profit charges that the Company anticipates a hypothetical market participant would require to assume this business. Net amounts estimatedto be paid represent the excess of the anticipated value of the income benefits over the values of the annuitants’ accounts at the time of annuitization. Generally,  market return, interest rate andvolatility assumptions are based on market observable information. Assumptions related to future annuitant behavior reflect the Company’s belief that a hypothetical market participant would considerthe actual and expected experience of the Company as well as other relevant and available industry resources in setting policyholder behavior assumptions. The significant assumptions used to valuethe GMIB assets and liabilities as of December 31, 2011 were as follows:• The market return and discount rate assumptions are based on the market‐observable LIBOR swap curve.• The projected interest rate used to calculate the reinsured income benefits is indexed to the 7‐year Treasury Rate at the time of annuitization (claim interest rate) based on contractual terms. Thatrate was 1.35% at December 31, 2011 and must be projected for future time periods. These projected rates vary by economic scenario and are determined by an interest rate model using currentinterest rate curves and the prices of instruments available in the market including various interest rate caps and zero‐coupon bonds. For a subset of the business, there is a contractually guaranteedfloor of 3% for the claim interest rate.• The market volatility assumptions for annuitants’ underlying mutual fund investments that are modeled based on the S&P 500, Russell 2000 and NASDAQ Composite are based on the market‐impliedvolatility for these indices for three to seven years grading to historical volatility levels thereafter. For the remaining 52% of underlying mutual fund investments modeled based on other indices(with insufficient market‐observable data), volatility is based on the average historical level for each index over the past 10 years. Using this approach, volatility ranges from 16% to 36% for equityfunds, 4% to 12% for bond funds, and 1% to 2% for money market funds.• The mortality assumption is 70% of the 1994 Group Annuity Mortality table, with 1% annual improvement beginning January 1, 2000.• The annual lapse rate assumption reflects experience that differs by the company issuing the underlying variable annuity contracts, ranges from 1% to 12% at December 31, 2011, and depends onthe time since contract issue and the relative value of the guarantee.• The annual annuity election rate assumption reflects experience that differs by the company issuing the underlying variable annuity contracts and depends on the annuitant’s age, the relative valueof the guarantee and whether a contractholder has had a previous opportunity to elect the benefit. Immediately after the expiration of the waiting period, the assumed probability that an individualwill annuitize their variable annuity contract is up to 80%. For the second and subsequent annual opportunities to elect the benefit, the assumed probability of election is up to 35%. Actual data isstill emerging for the Company as well as the industry and the estimates are based on this limited data.• The nonperformance risk adjustment is incorporated by adding an additional spread to the discount rate in the calculation of both (1) the GMIB liability to reflect a hypothetical market participant’sview of the risk of the Company not fulfilling its GMIB obligations, and (2) the GMIB asset to reflect a hypothetical market participant’s view of the reinsurers’ credit risk, after considering collateral.The estimated market‐implied spread is company‐specific for each party involved to the extent that company‐specific market data is available and is based on industry averages for similarly‐ratedcompanies when company‐specific data is not available. The spread is impacted by the credit default swap spreads of the specific parent companies, adjusted to reflect subsidiaries’ credit ratingsrelative to their parent company and any available collateral. The additional spread over LIBOR incorporated into the discount rate ranged from 20 to 160 basis points for the GMIB liability and from50 to 125 basis points for the GMIB reinsurance asset for that portion of the interest rate curve most relevant to these policies.• The risk and profit charge assumption is based on the Company’s estimate of the capital and return on capital that would be required by a hypothetical market participant.
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The Company regularly evaluates each of the assumptions used in establishing these assets  and liabilities by considering how a hypothetical market participant would set assumptions at eachvaluation date.  Capital  markets  assumptions  are  expected to  change  at  each  valuation date  reflecting  currently observable  market conditions.  Other assumptions  may also  change  based on ahypothetical market participant’s view of actual experience as it emerges over time or other factors that impact the net liability. If the emergence of future experience or future assumptions differs fromthe assumptions used in estimating these assets and liabilities, the resulting impact could be material to the Company’s consolidated results of operations, and in certain situations, could be material tothe Company’s financial condition.GMIB liabilities are reported in the Company’s Consolidated Balance Sheets in Accounts payable, accrued expenses and other liabilities. GMIB assets associated with these contracts represent netreceivables in connection with reinsurance that the Company has purchased from two external reinsurers and are reported in the Company’s Consolidated Balance Sheets in Other assets, includingother intangibles.
Changes in Level 3 Financial Assets and Financial Liabilities Carried at Fair ValueThe following tables summarize the changes in financial assets and financial liabilities classified in Level 3 for the years ended December 31, 2011 and 2010. These tables exclude separate accountassets as changes in fair values of these assets accrue directly to policyholders. Gains and losses reported in this table may include changes in fair value that are attributable to both observable andunobservable inputs.

(In millions)

Fixed
Maturities &

Equity Securities GMIB Assets GMIB Liabilities GMIB NetBalance at January 1, 2011 $ 933 $ 480 $ (903) $ (423)Gains (losses) included in income:GMIB fair value gain/(loss) ‐ 270 (504) (234)Other 10 ‐ ‐ ‐Total gains (losses) included in shareholders’ net income 10 270 (504) (234)Gains included in other comprehensive income 7 ‐ ‐ ‐Gains required to adjust future policy benefits for settlementannuities (1) 41 ‐ ‐ ‐Purchases, issuances, settlements:Purchases 129 ‐ ‐ ‐Sales (20) ‐ ‐ ‐Settlements (61) (38) 74 36Total purchases, sales and settlements 48 (38) 74 36Transfers into/(out of) Level 3:Transfers into Level 3 81 ‐ ‐ ‐Transfers out of Level 3 (118) ‐ ‐ ‐Total transfers into/(out of) Level 3 (37) ‐ ‐ ‐Balance at December 31, 2011 $ 1,002 $ 712 $ (1,333) $ (621)Total gains (losses) included in shareholders’ net income attributableto instruments held at the reporting date $ 6 $ 270 $ (504) $ (234)
(1) Amounts do not accrue to shareholders.
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(In millions)

Fixed
Maturities &

Equity Securities GMIB Assets GMIB Liabilities GMIB NetBalance at January 1, 2010 $ 845 $ 482 $ (903) $ (421)Gains (losses) included in income:GMIB fair value gain/(loss) ‐ 57 (112) (55)Other 27 ‐ ‐ ‐Total gains (losses) included in shareholders’ net income 27 57 (112) (55)Gains included in other comprehensive income 10 ‐ ‐ ‐Gains required to adjust future policy benefits for settlementannuities (1) 34 ‐ ‐ ‐Purchases, issuances, settlements:Purchases 39 ‐ ‐ ‐Sales (1) ‐ ‐ ‐Settlements (112) (59) 112 53Total purchases, sales, and settlements (74) (59) 112 53Transfers into/(out of) Level 3:Transfers into Level 3 155 ‐ ‐ ‐Transfers out of Level 3 (64) ‐ ‐ ‐Total transfers into/(out of) Level 3 91 ‐ ‐ ‐Balance at December 31, 2010 $ 933 $ 480 $ (903) $ (423)Total gains (losses) included in shareholders’ net income attributableto instruments held at the reporting date $ 18 $ 57 $ (112) $ (55)
(1) Amounts do not accrue to shareholders.As noted in the tables above, total gains and losses included in net income are reflected in the following captions in the Consolidated Statements of Income:• Realized investment gains (losses) and net investment income for amounts related to fixed maturities and equity securities; and• GMIB fair value (gain) loss for amounts related to GMIB assets and liabilities.Reclassifications impacting Level 3 financial instruments are reported as transfers into or out of the Level 3 category as of the beginning of the quarter in which the transfer occurs. Therefore gains andlosses in income only reflect activity for the quarters the instrument was classified in Level 3.Transfers into or out of the Level 3 category occur when unobservable inputs, such as the Company’s best estimate of what a market participant would use to determine a current transaction price,become more or less significant to the fair value measurement. For the years ended December 31, 2011 and 2010, transfer activity between Level 3 and Level 2 primarily reflects changes in the level ofunobservable inputs used to value certain private corporate bonds, principally related to credit risk of the issuers.The Company provided reinsurance for other insurance companies that offer a guaranteed minimum income benefit, and then retroceded a portion of the risk to other insurance companies. Thesearrangements with third‐party insurers are the instruments still held at the reporting date for GMIB assets and liabilities in the table above. Because these reinsurance arrangements remain in effect atthe reporting date, the Company has reflected the total gain or loss for the period as the total gain or loss included in income attributable to instruments still held at the reporting date. However, theCompany reduces the GMIB assets and liabilities resulting from these reinsurance arrangements when annuitants lapse, die, elect their benefit,  or reach the age after which the right to elect theirbenefit expires.Under FASB’s guidance for fair value measurements, the Company’s GMIB assets and liabilities are expected to be volatile in future periods because the underlying capital markets assumptions will bebased largely on market‐observable inputs at the close of each reporting period including interest rates and market‐implied volatilities.GMIB fair value losses of $234 million for 2011 were primarily due to a decline in both the interest rate used for projecting claim exposure (7‐year Treasury rates) and the rate used for projectingmarket returns and discounting (LIBOR swap curve).GMIB fair value losses of $55 million for 2010, were primarily due to declining interest rates, partially offset by increases in underlying account values resulting from favorable equity and bond fundreturns, which resulted in decreased exposures.
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Separate account assetsFair  values  and  changes  in  the  fair  values  of  separate  account  assets  generally  accrue  directly  to  the  policyholders  and  are  excluded  from  the  Company’s  revenues  and  expenses.  AtDecember 31, separate account assets were as follows:

2011
(In millions)

Quoted Prices in
Active Markets for

Identical Assets
(Level 1)

Significant Other
Observable Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3) TotalGuaranteed separate accounts (See Note 23) $ 249 $ 1,439 $ ‐ $ 1,688Non‐guaranteed separate accounts (1) 1,804 3,851 750 6,405

TOTAL SEPARATE ACCOUNT ASSETS $ 2,053 $ 5,290 $ 750 $ 8,093

(1) Non-guaranteed separate accounts include $3.0 billion in assets supporting the Company’s pension plan, including $702 million classified in Level 3.

2010
(In millions)

Quoted Prices in
Active Markets for

Identical Assets
(Level 1)

Significant Other
Observable Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3) TotalGuaranteed separate accounts (See Note 23) $ 286 $ 1,418 $ ‐ $ 1,704Non‐guaranteed separate accounts (1) 1,947 3,663 594 6,204

TOTAL SEPARATE ACCOUNT ASSETS $ 2,233 $ 5,081 $ 594 $ 7,908

(1) Non-guaranteed separate accounts include $2.8 billion in assets supporting the Company’s pension plan, including $557 million classified in Level 3.Separate account assets in Level 1 include exchange‐listed equity securities. Level 2 assets primarily include:• corporate and structured bonds valued using recent trades of similar securities or pricing models that discount future cash flows at estimated market interest rates as described above; and• actively‐traded institutional and retail mutual fund investments and separate accounts priced using the daily net asset value which is the exit price.Separate account assets classified in Level 3 include investments primarily in securities partnerships, real estate and hedge funds generally valued based on the separate account’s ownership share ofthe equity of the investee including changes in the fair values of its underlying investments.The following tables summarize the change in separate account assets reported in Level 3 for the years ended December 31, 2011 and 2010.
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(In millions)   Balance at January 1, 2011 $ 594Policyholder gains (1) 114Purchases, issuances, settlements:Purchases 257Sales (51)Settlements (152)Total purchases, sales and settlements 54Transfers into/(out of) Level 3:Transfers into Level 3 4Transfers out of Level 3 (16)Total transfers into/(out of) Level 3: (12)Balance at December 31, 2011 $ 750
(1) Included in this amount are gains of $96 million attributable to instruments still held at the reporting date.

(In millions)   Balance at January 1, 2010 $ 550Policyholder gains (1) 71Purchases, issuances, settlements:Purchases 211Sales (145)Settlements (76)Total purchases, sales and settlements (10)Transfers into/(out of) Level 3:Transfers into Level 3 9Transfers out of Level 3 (26)Total transfers into/(out of) Level 3: (17)Balance at December 31, 2010 $ 594
(1) Included in this amount are gains of $53 million attributable to instruments still held at the reporting date.

Assets and Liabilities Measured at Fair Value under Certain ConditionsSome financial assets and liabilities are not carried at fair value each reporting period, but may be measured using fair value only under certain conditions, such as investments in commercial mortgageloans and real estate entities when they become impaired. During 2011, impaired commercial mortgage loans and real estate entities representing less than 1% of total investments were written downto their fair values, resulting in after‐tax realized investment losses of $15 million.During 2010,  impaired commercial  mortgage loans  and real  estate entities  representing less  than 1% of total  investments were written down to  their fair values,  resulting in after‐tax  realizedinvestment losses of $25 million.These  fair values  were  calculated by discounting the  expected future  cash flows at estimated market interest rates.  Such market rates  were  derived by calculating the  appropriate  spread overcomparable U.S. Treasury rates, based on the characteristics of the underlying real estate, including its type, quality and location. The fair value measurements were classified in Level 3 because thesecash flow models incorporate significant unobservable inputs.
Fair Value Disclosures for Financial Instruments Not Carried at Fair ValueMost financial instruments that are subject to fair value disclosure requirements are carried in the Company’s Consolidated Financial Statements at amounts that approximate fair value. The followingtable provides the fair values and carrying values of the Company’s financial instruments not recorded at fair value that are subject to fair value disclosure requirements at December 31, 2011 andDecember 31, 2010.
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(In millions)

December 31, 2011 December 31, 2010

Fair Value Carrying Value Fair Value Carrying ValueCommercial mortgage loans $ 3,380 $ 3,301 $ 3,470 $ 3,486Contractholder deposit funds, excluding universal life products $ 1,056 $ 1,035 $ 1,001 $ 989Long‐term debt, including current maturities, excluding capital leases $ 5,281 $ 4,946 $ 2,926 $ 2,709
The fair values presented in the table above have been estimated using market information when available.  The following is a description of the valuation methodologies and inputs used by theCompany to determine fair value.
Commercial mortgage loans. The Company estimates the fair value of commercial mortgage loans generally by discounting the contractual cash flows at estimated market interest rates that reflect theCompany’s assessment of the credit quality of the loans. Market interest rates are derived by calculating the appropriate spread over comparable U.S. Treasury rates, based on the property type, qualityrating and average life of the loan. The quality ratings reflect the relative risk of the loan, considering debt service coverage, the loan‐to‐value ratio and other factors. Fair values of impaired mortgageloans are based on the estimated fair value of the underlying collateral generally determined using an internal discounted cash flow model.
Contractholder deposit funds, excluding universal life products. Generally, these funds do not have stated maturities. Approximately 50% of these balances can be withdrawn by the customer at anytime without prior notice or penalty. The fair value for these contracts is the amount estimated to be payable to the customer as of the reporting date, which is generally the carrying value. Most of theremaining contractholder deposit funds are reinsured by the buyers of the individual life insurance and annuity and retirement benefits businesses. The fair value for these contracts is determinedusing the fair value of these buyers’ assets supporting these reinsured contracts. The Company had a reinsurance recoverable equal to the carrying value of these reinsured contracts.
Long-term debt, including current maturities, excluding capital leases. The fair value of long‐term debt is based on quoted market prices for recent trades. When quoted market prices are notavailable, fair value is estimated using a discounted cash flow analysis and the Company’s estimated current borrowing rate for debt of similar terms and remaining maturities.Fair values of off‐balance sheet financial instruments were not material.

Securities in the following table are included in fixed maturities and equity securities on the Company’s Consolidated Balance Sheets. These securities are carried at fair value with changes in fair valuereported in other realized investment gains (losses) and interest and dividends reported in net investment income. The Company’s hybrid investments include certain preferred stock or debt securitieswith call or conversion features.
(In millions) 2011 2010Included in fixed maturities:Trading securities (amortized cost: $2; $3) $ 2 $ 3Hybrid securities (amortized cost: $26; $45) 28 52
TOTAL $ 30 $ 55Included in equity securities:Hybrid securities (amortized cost: $90; $108) $ 65 $ 86

Fixed maturities included $79 million at December 31, 2011 and $98 million at December 31, 2010, which were pledged as collateral to brokers as required under certain futures contracts. These fixedmaturities were primarily federal government securities at December 31, 2011 and primarily corporate securities at December 31, 2010.
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The following information about fixed maturities excludes trading and hybrid securities.  The amortized cost and fair value by contractual maturity periods for fixed maturities were as follows atDecember 31, 2011:

(In millions) Amortized Cost Fair ValueDue in one year or less $ 955 $ 967Due after one year through five years 4,719 5,060Due after five years through ten years 4,997 5,581Due after ten years 2,699 3,565Mortgage and other asset‐backed securities 859 1,014
TOTAL $ 14,229 $ 16,187

Actual maturities could differ from contractual maturities because issuers may have the right to call or prepay obligations, with or without penalties. Also, in some cases the Company may extendmaturity dates.Gross  unrealized  appreciation  (depreciation)  on  fixed  maturities  by  type  of  issuer  is  shown  below  (excluding  trading  securities  and  hybrid  securities  with  a  fair  value  of  $30  million  atDecember 31, 2011 and $55 million at December 31, 2010).
(In millions) Amortized Cost

December 31, 2011

Unrealized
Appreciation

Unrealized
Depreciation Fair ValueFederal government and agency $ 552 $ 406 $ ‐ $ 958State and local government 2,185 274 (3) 2,456Foreign government 1,173 103 (2) 1,274Corporate 9,460 1,070 (45) 10,485Federal agency mortgage‐backed 9 ‐ ‐ 9Other mortgage‐backed 73 10 (4) 79Other asset‐backed 777 160 (11) 926

TOTAL $ 14,229 $ 2,023 $ (65) $ 16,187

(In millions) Amortized Cost

December 31, 2010

Unrealized
Appreciation

Unrealized
Depreciation Fair ValueFederal government and agency $ 459 $ 229 $ (1) $ 687State and local government 2,305 172 (10) 2,467Foreign government 1,095 63 (4) 1,154Corporate 8,697 744 (49) 9,392Federal agency mortgage‐backed 9 1 ‐ 10Other mortgage‐backed 80 10 (3) 87Other asset‐backed 752 117 (12) 857

TOTAL $ 13,397 $ 1,336 $ (79) $ 14,654

The above table includes investments with a fair value of $3 billion supporting the Company’s run‐off settlement annuity business,  with gross unrealized appreciation of $851 million and grossunrealized depreciation of $25 million at December 31,  2011.  Such unrealized amounts are required to  support future policy benefit liabilities of this business and,  as such,  are not included inaccumulated other comprehensive income.  At December 31,  2010,  investments supporting this  business had a fair value of $2.5 billion,  gross unrealized appreciation of $476 million and grossunrealized depreciation of $33 million.As of December 31, 2011, the Company had commitments to purchase $16 million of fixed maturities bearing interest at a fixed market rate.
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Review of declines in fair valueManagement reviews fixed maturities with a decline in fair value from cost for impairment based on criteria that include:• length of time and severity of decline;• financial health and specific near term prospects of the issuer;• changes in the regulatory, economic or general market environment of the issuer’s industry or geographic region; and• the Company’s intent to sell or the likelihood of a required sale prior to recovery.Excluding trading and hybrid securities, as of December 31, 2011, fixed maturities with a decline in fair value from amortized cost (which were primarily investment grade corporate bonds) were asfollows, including the length of time of such decline:

(Dollars in millions)

December 31, 2011

Fair Value Amortized Cost
Unrealized

Depreciation
Number of

IssuesFixed maturities:One year or less:Investment grade $ 572 $ 591 $ (19) 167Below investment grade $ 75 $ 80 $ (5) 52More than one year:Investment grade $ 268 $ 300 $ (32) 62Below investment grade $ 28 $ 37 $ (9) 13
As of December 31, 2011, the unrealized depreciation of investment grade fixed maturities is primarily due to increases in market yields since purchase. Excluding trading and hybrid securities, equitysecurities with a fair value lower than cost were not material at December 31, 2011.
Mortgage loans held by the Company are made exclusively to commercial borrowers and are diversified by property type, location and borrower. Loans are secured by high quality, primarily completedand substantially leased operating properties, generally carried at unpaid principal balances and issued at a fixed rate of interest.At December 31, commercial mortgage loans were distributed among the following property types and geographic regions:

(In millions) 2011 2010

Property typeOffice buildings $ 1,014 $ 1,043Apartment buildings 705 835Industrial 670 619Hotels 542 533Retail facilities 297 418Other 73 38
TOTAL $ 3,301 $ 3,486

Geographic regionPacific $ 893 $ 931South Atlantic 870 752New England 450 585Central 511 519Middle Atlantic 391 385Mountain 186 314
TOTAL $ 3,301 $ 3,486
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At December 31, 2011, scheduled commercial mortgage loan maturities were as follows (in millions): $529 in 2012, $525 in 2013, $329 in 2014, $372 in 2015 and $1,546 thereafter. Actual maturitiescould differ from contractual maturities for several reasons: borrowers may have the right to prepay obligations, with or without prepayment penalties; the maturity date may be extended; and loansmay be refinanced.As of December 31, 2011, the Company had commitments to extend credit under commercial mortgage loan agreements of $162 million that were diversified by property type and geographic region.
Credit qualityThe Company applies  a  consistent and disciplined approach to  evaluating and monitoring credit risk,  beginning with the initial  underwriting of a  mortgage loan and continuing throughout theinvestment holding period. Mortgage origination professionals employ an internal rating system developed from the Company’s experience in real estate investing and mortgage lending. A qualityrating, designed to evaluate the relative risk of the transaction, is assigned at each loan’s origination and is updated each year as part of the annual portfolio loan review. The Company monitors creditquality on an ongoing basis, classifying each loan as a loan in good standing, potential problem loan or problem loan.Quality ratings  are based on internal evaluations of each loan’s  specific  characteristics  considering a  number of key inputs,  including real  estate  market‐related factors  such as  rental  rates  andvacancies, and property‐specific inputs such as growth rate assumptions and lease rollover statistics. However, the two most significant contributors to the credit quality rating are the debt servicecoverage and loan‐to‐value ratios. The debt service coverage ratio measures the amount of property cash flow available to meet annual interest and principal payments on debt. A debt service coverageratio below 1.0 indicates that there is not enough cash flow to cover the loan payments. The loan‐to‐value ratio, commonly expressed as a percentage, compares the amount of the loan to the fair valueof the underlying property collateralizing the loan.The following tables summarize the credit risk profile of the Company’s commercial mortgage loan portfolio using carrying values classified based on loan‐to‐value and debt service coverage ratios, asof December 31, 2011 and 2010:

Loan-to-Value Ratios
(In millions)

December 31, 2011

Debt Service Coverage Ratio

Total1.30x or Greater 1.20x to 1.29x 1.10x to 1.19x 1.00x to 1.09x Less than 1.00xBelow 50% $ 225 $ 55 $ 3 $ 50 $ 9 $ 34250% to 59% 444 47 26 ‐ 53 57060% to 69% 646 140 42 ‐ 77 90570% to 79% 117 132 120 159 33 56180% to 89% 99 81 79 72 71 40290% to 99% 36 35 30 58 116 275100% or above ‐ 10 50 51 135 246
TOTAL $ 1,567 $ 500 $ 350 $ 390 $ 494 $ 3,301

Loan-to-Value Ratios
(In millions)

December 31, 2010

Debt Service Coverage Ratio

Total1.30x or Greater 1.20x to 1.29x 1.10x to 1.19x 1.00x to 1.09x Less than 1.00xBelow 50% $ 324 $ ‐ $ ‐ $ ‐ $ 29 $ 35350% to 59% 409 54 56 ‐ ‐ 51960% to 69% 533 73 5 28 25 66470% to 79% 138 79 57 55 11 34080% to 89% 267 186 165 151 69 83890% to 99% 15 54 181 185 135 570100% or above ‐ ‐ 47 43 112 202
TOTAL $ 1,686 $ 446 $ 511 $ 462 $ 381 $ 3,486
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The Company’s annual in‐depth review of its commercial mortgage loan investments is the primary mechanism for identifying emerging risks in the portfolio. The most recent review was completed bythe Company’s investment professionals in the second quarter of 2011 and included an analysis of each underlying property’s most recent annual financial statements, rent rolls, operating plans,budgets, a physical inspection of the property and other pertinent factors. Based on historical results, current leases, lease expirations and rental conditions in each market, the Company estimates thecurrent year and future stabilized property income and fair value, and categorizes the investments as loans in good standing, potential problem loans or problem loans. Based on property valuationsand cash flows estimated as part of this review, and considering updates for loans where material changes were subsequently identified, the portfolio’s average loan‐to‐value ratio improved to 70% atDecember 31, 2011, decreasing from 74% as of December 31, 2010. The portfolio’s average debt service coverage ratio was estimated to be 1.40 at December 31, 2011, a slight increase from 1.38 atDecember 31, 2010.Quality ratings are adjusted between annual reviews if new property information is received or events such as delinquency or a borrower request for restructure cause management to believe that theCompany’s estimate of financial performance, fair value or the risk profile of the underlying property has been impacted.During the twelve months ended December 31, 2011, the Company restructured a $65 million potential problem mortgage loan. The original loan was modified into two notes, including a $55 millionloan at current market terms and a $10 million loan issued at a below market interest rate. This modification was considered a troubled debt restructuring because the borrower was experiencingfinancial difficulties and a concession was granted as the second loan was issued at a below market interest rate. No valuation reserve was required because the fair value of the underlying propertyexceeds the total outstanding loans. As a part of this restructuring, both the borrower and the Company have committed to fund additional capital for leasing and capital requirements.Other loans were modified during the twelve months ended December 31, 2011, but were not considered troubled debt restructures. The impact of modifications to these loans was not material to theCompany’s results of operations, financial condition or liquidity.Potential problem mortgage loans are considered current (no payment more than 59 days past due), but exhibit certain characteristics that increase the likelihood of future default. The characteristicsmanagement considers include, but are not limited to, the deterioration of debt service coverage below 1.0, estimated loan‐to‐value ratios increasing to 100% or more, downgrade in quality rating andrequest from the borrower for restructuring.  In addition,  loans are considered potential problems if principal or interest payments are past due by more than 30 but less than 60 days.  Problemmortgage loans are either in default by 60 days or more or have been restructured as to terms, which could include concessions on interest rate, principal payment or maturity date. The Companymonitors each problem and potential problem mortgage loan on an ongoing basis, and updates the loan categorization and quality rating when warranted.Problem and potential problem mortgage loans, net of valuation reserves, totaled $336 million at December 31, 2011 and $383 million at December 31, 2010. At December 31, 2011, mortgage loanscollateralized by industrial properties represent the most significant component of problem and potential problem mortgage loans, with no significant concentration by geographic region. There wereno significant concentrations by property type or geographic region at December 31, 2010.
Impaired commercial mortgage loansA commercial mortgage loan is considered impaired when it is probable that the Company will not collect all amounts due (principal and interest) according to the terms of the original loan agreement.The Company assesses each loan individually for impairment, utilizing the information obtained from the quality review process discussed above. Impaired loans are carried at the lower of unpaidprincipal balance or the fair value of the underlying real estate. Certain commercial mortgage loans without valuation reserves are considered impaired because the Company will not collect all interestdue according to the terms of the original agreements; however, the Company does expect to recover their remaining carrying value primarily because it is less than the fair value of the underlying realestate.The carrying value of the Company’s impaired commercial mortgage loans and related valuation reserves were as follows:

(In millions)

2011 2010

 Gross  Reserves  Net  Gross  Reserves  NetImpaired commercial mortgageloans with valuation reserves $ 154 $ (19) $ 135 $ 47 $ (12) $ 35Impaired commercial mortgageloans with no valuation reserves 60 ‐ 60 60 ‐ 60
TOTAL $ 214 $ (19) $ 195 $ 107 $ (12) $ 95
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The average recorded investment in impaired loans was $176 million during 2011 and $169 million during 2010. The Company recognizes interest income on problem mortgage loans only whenpayment is actually received because of the risk profile of the underlying investment. Interest income that would have been reflected in net income if interest on non‐accrual commercial mortgage loanshad been received in accordance with the original terms was not significant for 2011 or 2010. Interest income on impaired commercial mortgage loans was not significant for 2011 or 2010.The following table summarizes the changes in valuation reserves for commercial mortgage loans:

(In millions) 2011 2010Reserve balance, January 1, $ 12 $ 17Increase in valuation reserves 16 24Charge‐offs upon sales and repayments, net of recoveries (1) (12)Transfers to foreclosed real estate (8) (17)
RESERVE BALANCE, DECEMBER 31, $ 19 $ 12

As of December 31, 2011 and 2010, real estate investments consisted primarily of office and industrial buildings in California. Investments with a carrying value of $49 million as of December 31, 2011and 2010 were non‐income producing during the preceding twelve months. As of December 31,  2011, the Company had commitments to contribute additional equity of $9 million to real estateinvestments.
As of December 31, other long‐term investments consisted of the following:

(In millions) 2011 2010Real estate entities $ 665 $ 394Securities partnerships 298 288Interest rate and foreign currency swaps 12 19Mezzanine loans 31 13Other 52 45
TOTAL $ 1,058 $ 759

Investments in real estate entities and securities partnerships with a carrying value of $171 million at December 31, 2011 and $169 million at December 31, 2010 were non‐income producing duringthe preceding twelve months.As of December 31, 2011, the Company had commitments to contribute:• $165 million to limited liability entities that hold either real estate or loans to real estate entities that are diversified by property type and geographic region; and• $242 million to entities that hold securities diversified by issuer and maturity date.The Company expects to disburse approximately 50% of the committed amounts in 2012.
Short‐term  investments  and  cash  equivalents  included  corporate  securities  of  $4.1  billion,  federal  government  securities  of  $164  million  and  money  market  funds  of  $40  million  as  ofDecember 31, 2011. The Company’s short‐term investments and cash equivalents as of December 31, 2010 included corporate securities of $1.1 billion, federal government securities of $137 millionand money market funds of $40 million.  The increase during 2011 is primarily due to proceeds from the Company’s debt and equity issuances that were used to partially fund the HealthSpringacquisition. See Note 3 for further information.

CIGNA CORPORATION – 2011 Form 10-K – 139



Back to Contents

As of December 31, 2011 and 2010, the Company did not have a concentration of investments in a single issuer or borrower exceeding 10% of shareholders’ equity.

The Company has written and purchased reinsurance contracts under its run‐off reinsurance segment that are accounted for as free standing derivatives. The Company also uses derivative financialinstruments to manage the equity, foreign currency, and certain interest rate risk exposures of its run‐off reinsurance segment. In addition, the Company uses derivative financial instruments to managethe characteristics of investment assets to meet the varying demands of the related insurance and contractholder liabilities. See Note 2 for information on the Company’s accounting policy for derivativefinancial instruments. Derivatives in the Company’s separate accounts are excluded from the following discussion because associated gains and losses generally accrue directly to separate accountpolicyholders.
Collateral and termination features. The Company routinely monitors exposure to credit risk associated with derivatives and diversifies the portfolio among approved dealers of high credit quality tominimize this risk. Certain of the Company’s over‐the‐counter derivative instruments contain provisions requiring either the Company or the counterparty to post collateral or demand immediatepayment depending on the amount of the net liability position and predefined financial strength or credit rating thresholds. Collateral posting requirements vary by counterparty. The net liabilitypositions of these derivatives were not material as of December 31, 2011 or 2010.
Derivative instruments associated with the Company’s run-off reinsurance segment

Guaranteed Minimum Income Benefits (GMIB)Purpose. The Company has written reinsurance contracts with issuers of variable annuity contracts that provide annuitants with certain guarantees of minimum income benefits resulting from the levelof variable annuity account values compared with a contractually guaranteed amount (“GMIB liabilities”).  According to the contractual terms of the written reinsurance contracts, payment by theCompany depends on the actual account value in the underlying mutual funds and the level of interest rates when the contractholders elect to receive minimum income payments. The Company haspurchased retrocessional coverage for a portion of these contracts to reduce a portion of the risks assumed (“GMIB assets”).
Accounting policy. Because cash flows are affected by equity markets and interest rates, but are without significant life insurance risk and are settled in lump sum payments, the Company accounts forthese GMIB liabilities and assets as written and purchased options at fair value. These derivatives are not designated as hedges and their fair values are reported in other liabilities (GMIB liability) andother assets (GMIB asset), with changes in fair value reported in GMIB fair value (gain) loss.
Cash flows. Under the terms of these written and purchased contracts, the Company periodically receives and pays fees based on either contractholders’ account values or deposits increased at acontractual rate. The Company will also pay and receive cash depending on changes in account values and interest rates when contractholders first elect to receive minimum income payments. Thesecash flows are reported in operating activities.
Volume of activity. The potential undiscounted future payments for the written options (GMIB liability, as defined in Note 23) was $1,244 million as of December 31, 2011 and $1,134 million as ofDecember 31, 2010. The potential undiscounted future receipts for the purchased options (GMIB asset) was $684 million as of December 31, 2011 and $624 million as of December 31, 2010.The following table provides the effect of these derivative instruments on the financial statements for the indicated periods:

Fair Value Effect on the Financial Statements (In millions)

Instrument

Other Assets, including other
intangibles

Accounts Payable, Accrued Expenses
and Other Liabilities GMIB Fair Value (Gain) Loss

As of December 31, As of December 31, For the years ended December 31,

2011 2010 2011 2010  2011 2010Written options (GMIB liability) $ 1,333 $ 903 $ 504 $ 112Purchased options (GMIB asset) $ 712 $ 480 (270) (57)
TOTAL $ 712 $ 480 $ 1,333 $ 903 $ 234 $ 55
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GMDB and GMIB Hedge Programs
Purpose. The Company also uses derivative financial instruments under a dynamic hedge program designed to substantially reduce domestic and international equity market exposures resulting fromchanges in variable annuity account values based on underlying mutual funds for certain reinsurance contracts that guarantee minimum death benefits (“GMDB”). During the first quarter of 2011, theCompany expanded this hedge program to include a portion (approximately one‐quarter) of the equity market exposures associated with its GMIB business (“GMDB and GMIB equity hedge program”).The Company also implemented a dynamic hedge program to reduce the exposure to changes in interest rate levels on the growth rate for approximately one‐third of its GMDB and one‐quarter of itsGMIB businesses  (“GMDB and GMIB growth interest rate  hedge  program”).  These  hedge  programs  are  dynamic  because  the  Company will  regularly rebalance  the  hedging  instruments  withinestablished parameters as equity and interest rate exposures of these businesses change.The Company manages these hedge programs using exchange‐traded equity, foreign currency, and interest rate futures contracts, as well as interest rate swap contracts. These contracts are generallyexpected to rise in value as equity markets and interest rates decline, and decline in value as equity markets and interest rates rise.
Accounting policy.  These hedge programs are not designated as accounting hedges. Although these hedge programs effectively reduce equity market,  foreign currency, and interest rate exposures,changes in the fair values of these futures and swap contracts may not exactly offset changes in the portions of the GMDB and GMIB liabilities covered by these hedges, in part because the market doesnot offer contracts that exactly match the targeted exposure profile. Changes in fair value of these futures contracts, as well as interest income and interest expense relating to the swap contracts arereported in other revenues. The fair values of the interest rate swaps are reported in other assets and other liabilities. Amounts reflecting corresponding changes in liabilities for GMDB contracts areincluded in benefits and expenses.
Cash flows.  The Company receives or pays cash daily in the amount of the change in fair value of the futures contracts. The Company periodically exchanges cash flows between variable and fixedinterest rates under the interest rate swap contracts. Cash flows relating to these contracts are included in operating activities.
Volume of activity. The notional value of the equity and currency futures contracts used in the GMDB and GMIB equity hedge program was $994 million as of December 31, 2011, and $878 million as ofDecember 31, 2010. Equity futures consist primarily of S&P 500, S&P 400, Russell 2000, NASDAQ, TOPIX (Japanese), EUROSTOXX and FTSE (British) equity indices. Currency futures consist of Euros,Japanese yen and British pounds. The notional value of the interest rate swaps used in the GMDB and GMIB growth interest rate hedge program was $240 million as of December 31, 2011. The notionalvalue was $29 million for U.S. Treasury and $598 million for Eurodollar interest rate futures contracts used by this program as of December 31, 2011.The following tables provide the effect of these derivative instruments on the financial statements for the indicated periods:

Fair Value Effect on the Financial Statements (In millions)

 

Other Revenues

For the years ended December 31,

2011 2010Equity and currency futures for GMDB exposures $ (45) $ (157)Equity and currency futures for GMIB exposures 4
TOTAL EQUITY AND CURRENCY FUTURES $ (41) $ (157)
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Other assets,
including other

intangibles Other Revenues

As of
December 31, 2011

For the year ended
December 31, 2011Interest rate swaps $ 33 $ 39Interest rate futures (1) ‐ (2)

TOTAL INTEREST RATE SWAPS AND FUTURES $ 33 $ 37Interest rate derivatives for GMDB exposures $ 31Interest rate derivatives for GMIB exposures 6
TOTAL INTEREST RATE SWAPS AND FUTURES   $ 37

(1) Balance sheet presentation of amounts receivable or payable relating to futures daily variation margin are not fair values and are excluded from this table.See Notes 6 and 10 for further details regarding these businesses.
Derivative instruments used in the Company’s investment risk managementDerivative financial instruments are also used by the Company as a part of its investment strategy to manage the characteristics of investment assets (such as duration, yield, currency and liquidity) tomeet the varying demands of the related insurance and contractholder liabilities (such as paying claims, investment returns and withdrawals). Derivatives are typically used in this strategy to minimizeinterest rate and foreign currency risks.
Investment Cash Flow Hedges
Purpose.  The Company uses interest rate, foreign currency, and combination (interest rate and foreign currency) swap contracts to hedge the interest and/or foreign currency cash flows of its fixedmaturity bonds to match associated insurance liabilities.
Accounting policy. Using cash flow hedge accounting, fair values are reported in other long‐term investments or other liabilities and accumulated other comprehensive income and amortized into netinvestment income or reported in other realized investment gains and losses as interest or principal payments are received. Net interest cash flows are reported in operating activities.
Cash flows. Under the terms of these various contracts, the Company periodically exchanges cash flows between variable and fixed interest rates and/or between two currencies for both principal andinterest. Foreign currency swaps are primarily Euros, Australian dollars, Canadian dollars, Japanese yen, and British pounds, and have terms for periods of up to 10 years.
Volume of activity. The following table provides the notional values of these derivative instruments for the indicated periods:

Instrument

Notional Amount (In millions)

As of December 31,

2011 2010Interest rate swaps $ 134 $ 153Foreign currency swaps 134 159Combination interest rate and foreign currency swaps 64 64
TOTAL $ 332 $ 376
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The following table provides the effect of these derivative instruments on the financial statements for the indicated periods:

Fair Value Effect on the Financial Statements (In millions)

Instrument

Other Long-Term Investments
Accounts Payable, Accrued Expenses

and Other Liabilities
Gain (Loss) Recognized in Other

Comprehensive Income (1)

As of December 31, As of December 31, For the years ended December 31,

2011 2010 2011 2010 2011 2010Interest rate swaps $ 7 $ 10 $ ‐ $ ‐ $ (3) $ 2Foreign currency swaps 3 6 19 20 (1) 10Combination interest rate andforeign currency swaps ‐ ‐ 11 12 1 (7)
TOTAL $ 10 $ 16 $ 30 $ 32 $ (3) $ 5

(1) Other comprehensive income for foreign currency swaps excludes amounts required to adjust future policy benefits for the run-off settlement annuity business.For the years ended December 31, 2011 and 2010, the amount of gains (losses) reclassified from accumulated other comprehensive income into income was not material.  No gains (losses) wererecognized due to ineffectiveness and there were no amounts excluded from the assessment of hedge ineffectiveness.

When the Company becomes involved with a variable interest entity and when the nature of the Company’s involvement with the entity changes, in order to determine if the Company is the primarybeneficiary and must consolidate the entity, it evaluates:• the structure and purpose of the entity;• the risks and rewards created by and shared through the entity; and• the entity’s participants’ ability to direct its activities, receive its benefits and absorb its losses. Participants include the entity’s sponsors, equity holders, guarantors, creditors and servicers.In the normal course of its investing activities, the Company makes passive investments in securities that are issued by variable interest entities for which the Company is not the sponsor or manager.These  investments  are  predominantly  asset‐backed  securities  primarily  collateralized  by  foreign  bank obligations  or mortgage‐backed  securities.  The  asset‐backed  securities  largely  representfixed‐rate  debt  securities  issued by trusts  that  hold  perpetual  floating‐rate  subordinated notes  issued by foreign banks.  The  mortgage‐backed securities  represent  senior interests  in  pools  ofcommercial or residential mortgages created and held by special‐purpose entities to provide investors with diversified exposure to these assets. The Company owns senior securities issued by severalentities and receives fixed‐rate cash flows from the underlying assets in the pools. The Company is not the primary beneficiary and does not consolidate any of these entities because either:• it had no power to direct the activities that most significantly impact the entities’ economic performance; or• it had neither the right to receive benefits nor the obligation to absorb losses that could be significant to these variable interest entities.The Company has not provided, and does not intend to provide, financial support to these entities. The Company performs ongoing qualitative analyses of its involvement with these variable interestentities to determine if consolidation is required. The Company’s maximum potential exposure to loss related to these entities is limited to the carrying amount of its investment reported in fixedmaturities and equity securities, and its aggregate ownership interest is insignificant relative to the total principal amount issued by these entities.
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The components of pre‐tax net investment income for the years ended December 31 were as follows:
(In millions) 2011 2010 2009Fixed maturities $ 817 $ 788 $ 748Equity securities 6 6 7Commercial mortgage loans 218 221 223Policy loans 86 90 92Real estate (2) (2) (1)Other long‐term investments 48 29 (30)Short‐term investments and cash 10 11 101,183 1,143 1,049Less investment expenses 37 38 35
NET INVESTMENT INCOME $ 1,146 $ 1,105 $ 1,014

Net investment income for separate accounts (which is not reflected in the Company’s revenues) was $207 million for 2011, $163 million for 2010, and $22 million for 2009.
The following realized gains and losses on investments for the years ended December 31 exclude amounts required to adjust future policy benefits for the run‐off settlement annuity business.

(In millions) 2011 2010 2009Fixed maturities $ 50 $ 87 $ 2Equity securities (1) 5 12Commercial mortgage loans (16) (23) (20)Real estate (6) 3 ‐Other investments, including derivatives 35 3 (37)Realized investment gains (losses), before income taxes 62 75 (43)Less income taxes (benefits) 21 25 (17)
NET REALIZED INVESTMENT GAINS (LOSSES) $ 41 $ 50 $ (26)

Included in pre‐tax realized investment gains (losses) above were asset write‐downs and changes in valuation reserves as follows:
(In millions) 2011 2010 2009Credit related (1) $ 28 $ 38 $ 93Other 25 1 13
TOTAL (2) $ 53 $ 39 $ 106

(1) Credit-related losses include other-than-temporary declines in fair value of fixed maturities and equity securities, and changes in valuation reserves and asset write-downs related to
commercial mortgage loans and investments in real estate entities. The amount related to credit losses on fixed maturities for which a portion of the impairment was recognized in
other comprehensive income were immaterial.
(2) Other-than-temporary impairments on fixed maturities of $26 million in 2011 and $47 million in 2009 are included in both the credit-related and other categories above. Other-
than-temporary impairments on fixed maturities in 2010 were immaterial.
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The Company recognized pre‐tax losses of $7 million in 2011, compared with pre‐tax gains of $7 million in 2010 and $13 million in 2009 on hybrid securities.Realized investment gains in 2011 in other investments, including derivatives, primarily represent gains on sale of real estate properties held in joint ventures. Realized investment losses in 2009 inother investments, including derivatives, primarily represent impairments of real estate entities.Realized investment gains and (losses) that are not reflected in the Company’s revenues for the years ended December 31 were as follows:

(In millions) 2011 2010 2009Separate accounts $ 210 $ 191 $ (25)Investment gains required to adjust future policy benefits for the run‐off settlement annuity business $ 8 $ 18 $ 51
Sales information for available‐for‐sale fixed maturities and equity securities, for the years ended December 31 were as follows:

(In millions) 2011 2010 2009Proceeds from sales $ 876 $ 826 $ 949Gross gains on sales $ 53 $ 46 $ 51Gross losses on sales $ (7) $ (3) $ (9)
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(In millions) 2011 2010

Short-term:Commercial paper $ 100 $ 100Current maturities of long‐term debt 4 452
TOTAL SHORT-TERM DEBT $ 104 $ 552

Long-term:Uncollateralized debt:2.75% Notes due 2016 $ 600 $ ‐5.375% Notes due 2017 250 2506.35% Notes due 2018 131 1318.5% Notes due 2019 251 2514.375% Notes due 2020 249 2495.125% Notes due 2020 299 2996.37% Notes due 2021 78 784.5% Notes due 2021 298 ‐4% Notes due 2022 743 ‐7.65% Notes due 2023 100 1008.3% Notes due 2023 17 177.875% Debentures due 2027 300 3008.3% Step Down Notes due 2033 83 836.15% Notes due 2036 500 5005.875% Notes due 2041 298 ‐5.375% Notes due 2042 750 ‐Other 43 30
TOTAL LONG-TERM DEBT $ 4,990 $ 2,288

On November 10, 2011, the Company issued $2.1 billion of long‐term debt as follows: $600 million of 5‐Year Notes due November 15, 2016 at a stated interest rate of 2.75% ($600 million, net ofdiscount, with an effective interest rate of 2.936% per year), $750 million of 10‐Year Notes due February 15, 2022 at a stated interest rate of 4% ($743 million, net of discount, with an effective interestrate of 4.346% per year) and $750 million of 30‐Year Notes due February 15, 2042 at a stated interest rate of 5.375% ($750 million, net of discount, with an effective interest rate of 5.542% per year).Interest is payable on May 15 and November 15 of each year beginning May 15, 2012 for the 5‐Year Notes and February 15 and August 15 of each year beginning February 15, 2012 for the 10‐Year and30‐Year Notes. The proceeds of this debt were used to fund the HealthSpring acquisition in January 2012.The Company may redeem these Notes, at any time, in whole or in part, at a redemption price equal to the greater of:• 100% of the principal amount of the Notes to be redeemed; or• the present value of the remaining principal and interest payments on the Notes being redeemed discounted at the applicable Treasury Rate plus 30 basis points (5‐Year 2.75% Notes due 2016), 35basis points (10‐Year 4% Notes due 2022), or 40 basis points (30‐Year 5.375% Notes due 2042).In June 2011, the Company entered into a new five‐year revolving credit and letter of credit agreement for $1.5 billion, which permits up to $500 million to be used for letters of credit. This agreement isdiversified among 16 banks, with 3 banks each having 12% of the commitment and the remaining 13 banks with 64% of the commitment. The credit agreement includes options that are subject toconsent by the administrative agent and the committing banks, to increase the commitment amount to $2 billion and to extend the term past June 2016. The credit agreement is available for generalcorporate purposes, including as a commercial paper backstop and for the issuance of letters of credit. This agreement includes certain covenants, including a financial covenant requiring the Companyto maintain a total debt to adjusted capital ratio at or below 0.50 to 1.00. As of December 31, 2011, the Company had $4 billion of borrowing capacity within the maximum debt coverage covenant inthe agreement in addition to the $5.1 billion of debt outstanding. There were letters of credit of $118 million issued as of December 31, 2011.
CIGNA CORPORATION – 2011 Form 10-K – 146



Back to Contents
In March 2011, the Company issued $300 million of 10‐Year Notes due March 15, 2021 at a stated interest rate of 4.5% ($298 million, net of discount, with an effective interest rate of 4.683% per year)and $300 million of 30‐Year Notes due March 15, 2041 at a stated interest rate of 5.875% ($298 million, net of discount, with an effective interest rate of 6.008% per year). Interest is payable onMarch 15 and September 15 of each year beginning September 15, 2011. The proceeds of this debt were used for general corporate purposes, including the repayment of debt maturing in 2011.The Company may redeem these Notes, at any time, in whole or in part, at a redemption price equal to the greater of:• 100% of the principal amount of the Notes to be redeemed; or• the present value of the remaining principal and interest payments on the Notes being redeemed discounted at the applicable Treasury Rate plus 20 basis points (10‐Year 4.5% Notes due 2021) or 25basis points (30‐Year 5.875% Notes due 2041).During 2011, the Company repaid $449 million in maturing long‐term debt.In the fourth quarter of 2010, the Company entered into the following transactions related to its long‐term debt:• In December 2010 the Company offered to settle its 8.5% Notes due 2019, including accrued interest from November 1 through the settlement date. The tender price equaled the present value of theremaining principal and interest payments on the Notes being redeemed, discounted at a rate equal to the 10‐year Treasury Rate plus a fixed spread of 100 basis points. The tender offer priced at ayield of 4.128% and principal of $99 million was tendered, with $251 million remaining outstanding. The Company paid $130 million, including accrued interest and expenses, to settle the Notes,resulting in an after‐tax loss on early debt extinguishment of $21 million.• In December 2010 the Company offered to settle its 6.35% Notes due 2018, including accrued interest from September 16 through the settlement date. The tender price equaled the present value ofthe remaining principal and interest payments on the Notes being redeemed, discounted at a rate equal to the 10‐year Treasury Rate plus a fixed spread of 45 basis points. The tender offer priced at ayield of 3.923% and principal of $169 million was tendered, with $131 million remaining outstanding. The Company paid $198 million, including accrued interest and expenses, to settle the Notes,resulting in an after‐tax loss on early debt extinguishment of $18 million.• In December 2010, the Company issued $250 million of 4.375% Notes ($249 million net of debt discount, with an effective interest rate of 5.1%). The difference between the stated and effectiveinterest rates primarily reflects the effect of treasury locks. See Note 12 to the Consolidated Financial Statements for further information. Interest is payable on June 15 and December 15 of each yearbeginning December 15, 2010. These Notes will mature on December 15, 2020. The proceeds of this debt were used to fund the tender offer for the 8.5% Senior Notes due 2019 and the 6.35% SeniorNotes due 2018 described above.In May 2010, the Company issued $300 million of 5.125% Notes ($299 million, net of debt discount, with an effective interest rate of 5.36% per year). Interest is payable on June 15 and December 15 ofeach year beginning December 15, 2010. These Notes will mature on June 15, 2020. The proceeds of this debt were used for general corporate purposes.The Company may redeem the Notes issued in 2010 at any time, in whole or in part, at a redemption price equal to the greater of:• 100% of the principal amount of the Notes to be redeemed; or• the present value of the remaining principal and interest payments on the Notes being redeemed discounted at the applicable Treasury Rate plus 25 basis points.Maturities of debt and capital leases are as follows (in millions): $4 in 2012, $6 in 2013, $23 in 2014, none in 2015, $600 in 2016 and the remainder in years after 2016. Interest expense on long‐termdebt, short‐term debt and capital leases was $202 million in 2011, $182 million in 2010, and $166 million in 2009.
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As of December 31, the Company had issued the following shares:
(Shares in thousands) 2011 2010Common: Par value $0.25600,000 shares authorizedOutstanding ‐ January 1 271,880 274,257Issuance of Common Stock 15,200 ‐Issued for stock option and other benefit plans 3,735 3,805Repurchase of common stock (5,282) (6,182)Outstanding ‐ December 31 285,533 271,880Treasury stock 80,612 79,066
ISSUED - DECEMBER 31 366,145 350,946

On November 16, 2011, the Company issued 15.2 million shares of its common stock at $42.75 per share. Proceeds of $650 million ($629 million net of underwriting discount and fees) were used tofund the HealthSpring acquisition in January 2012.The Company maintains a share repurchase program, which was authorized by its Board of Directors. The decision to repurchase shares depends on market conditions and alternative uses of capital.The Company has, and may continue from time to time, to repurchase shares on the open market through a Rule 10b5‐1 plan that permits a company to repurchase its shares at times when it otherwisemight be precluded from doing so under insider trading laws or because of self‐imposed trading blackout periods.During 2011, and through February 23, 2012, the Company repurchased 5.3 million shares for approximately $225 million. The total remaining share repurchase authorization as of February 23, 2012was $522 million. The Company repurchased 6.2 million shares for $201 million during 2010.The Company has authorized a total of 25 million shares of $1 par value preferred stock. No shares of preferred stock were outstanding at December 31, 2011 or 2010.
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Accumulated other comprehensive income (loss) excludes amounts required to adjust future policy benefits for the run‐off settlement annuity business.Changes in accumulated other comprehensive income (loss) were as follows:
2011
(In millions) Pre-Tax

Tax (Expense)
Benefit After-Tax

Net unrealized appreciation, securities:Net unrealized appreciation on securities arising during the year $ 366 $ (127) $ 239Reclassification adjustment for losses (gains) included in shareholders’ net income (49) 18 (31)
Net unrealized appreciation, securities $ 317 $ (109) $ 208

Net unrealized appreciation, derivatives $ 1 $ - $ 1

Net translation of foreign currencies $ (30) $ 2 $ (28)

Postretirement benefits liability adjustment:       Reclassification adjustment for amortization of net losses from past experience and priorservice costs $ 22 $ (7) $ 15Net change arising from assumption and plan changes and experience (580) 205 (375)Net postretirement benefits liability adjustment $ (558) $ 198 $ (360)
2010
(In millions) Pre-Tax

Tax (Expense)
Benefit After-Tax

Net unrealized appreciation, securities:Net unrealized appreciation on securities arising during the year $ 319 $ (109) $ 210Reclassification adjustment for (gains) included in net income  (92)  32  (60)
Net unrealized appreciation, securities $ 227 $ (77) $ 150

Net unrealized appreciation, derivatives $ 8 $ (2) $ 6

Net translation of foreign currencies $ 48 $ (11) $ 37

Postretirement benefits liability adjustment:Reclassification adjustment for amortization of net losses from past experience and priorservice costs $ 10 $ (4) $ 6Net change arising from assumption and plan changes and experience  (311)  116  (195)Net postretirement benefits liability adjustment $ (301) $ 112 $ (189)
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2009
(In millions) Pre-Tax

Tax (Expense)
Benefit After-Tax

Net unrealized appreciation, securities:Net unrealized appreciation on securities arising during the year $ 843 $ (292) $ 551Reclassification adjustment for (gains) included in net income (14) 3 (11)
Net unrealized appreciation, securities $ 829 $ (289) $ 540

Net unrealized depreciation, derivatives $ (30) $ 13 $ (17)

Net translation of foreign currencies $ 76 $ (28) $ 48

Postretirement benefits liability adjustment:       Reclassification adjustment for amortization of net losses from past experience and priorservice costs $ 7 $ (3) $ 4Curtailment gain (46) 16 (30)Reclassification adjustment included in shareholders’ net income (39) 13 (26)Net change arising from assumption and plan changes and experience (107) 36 (71)Net postretirement benefits liability adjustment $ (146) $ 49 $ (97)

State insurance departments and foreign jurisdictions that regulate certain of the Company’s subsidiaries prescribe accounting practices (which differ in some respects from GAAP) to determinestatutory net income and surplus. The Company’s life insurance and HMO company subsidiaries are regulated by such statutory requirements.  The statutory net income for the years ended, andstatutory surplus as of, December 31 of the Company’s life insurance and HMO subsidiaries were as follows:
(In millions) 2011 2010 2009Net income $ 953 $ 1,697 $ 1,088Surplus $ 5,286 $ 5,107 $ 4,728

As of December 31, 2011, statutory surplus for each of the Company’s life insurance and HMO subsidiaries is sufficient to meet the minimum required by regulators. As of December 31, 2011, theCompany’s life insurance and HMO subsidiaries had investments on deposit with state departments of insurance with statutory carrying values of $306 million. The Company’s life insurance and HMOsubsidiaries are also subject to regulatory restrictions that limit the amount of annual dividends or other distributions (such as loans or cash advances) insurance companies may extend to the parentcompany without prior approval of regulatory authorities. The maximum dividend distribution that the Company’s life insurance and HMO subsidiaries may make during 2012 without prior approval isapproximately $0.9 billion. Restricted net assets of the Company as of December 31, 2011, were approximately $7.2 billion. One of the Company’s life insurance subsidiaries is permitted to loan up to$600 million to the parent company without prior approval.
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The components of income taxes for the years ended December 31 were as follows:
(In millions) 2011 2010 2009

Current taxesU.S. income $ 320 $ 267 $ 211Foreign income 58 45 48State income 20 19 16398 331 275
Deferred taxes (benefits)U.S. income 198 182 279Foreign income 43 15 39State income 1 (7) 1242 190 319
TOTAL INCOME TAXES $ 640 $ 521 $ 594

Total income taxes for the years ended December 31 were different from the amount computed using the nominal federal income tax rate of 35% for the following reasons:
(In millions) 2011 2010 2009Tax expense at nominal rate $ 689 $ 655 $ 664Tax‐exempt interest income (29) (31) (31)Effect of permanently invested foreign earnings (23) (31) (23)Dividends received deduction (4) (3) (3)Resolution of federal tax matters (30) ‐ (27)State income tax (net of federal income tax benefit) 14 9 12Change in valuation allowance 4 (94) (2)Other 19 16 4
TOTAL INCOME TAXES $ 640 $ 521 $ 594

Effect of Permanently Invested Foreign EarningsThe Company accrues income taxes on certain undistributed earnings of its South Korea and Hong Kong subsidiaries using the foreign jurisdiction tax rates, as compared to the higher U.S. statutory taxrate. These undistributed earnings include those amounts which management has determined to be permanently invested overseas. The Company continues to evaluate this permanent investmentstrategy for additional foreign jurisdictions.As a result, shareholders’ net income for the year ended December 31, 2011, increased by $23 million that included $19 million attributable to South Korea and $4 million for Hong Kong. Shareholders’net income increased by $31 million in 2010 and $23 million in 2009 from using this  method to  record income taxes.  The 2010 increase included $20 million attributable  to  South Korea and$11 million for Hong Kong, while the 2009 increase was all attributable to South Korea. Permanent investment of earnings from these foreign operations has resulted in cumulative unrecognizeddeferred tax liabilities of $77 million through December 31, 2011.
CIGNA CORPORATION – 2011 Form 10-K – 151



Back to Contents

Deferred income tax assets and liabilities as of December 31 are shown below.
(In millions) 2011 2010

Deferred tax assetsEmployee and retiree benefit plans $ 829 $ 746Investments, net 108 100Other insurance and contractholder liabilities 443 391Deferred gain on sale of businesses 46 58Policy acquisition expenses 140 143Loss carryforwards 8 76Other accrued liabilities 109 107Bad debt expense 17 18Other 37 37Deferred tax assets before valuation allowance 1,737 1,676Valuation allowance for deferred tax assets (42) (23)Deferred tax assets, net of valuation allowance 1,695 1,653
Deferred tax liabilitiesDepreciation and amortization 377 314Foreign operations, net 289 267Unrealized appreciation on investments and foreign currency translation 397 290Total deferred tax liabilities 1,063 871
NET DEFERRED INCOME TAX ASSETS $ 632 $ 782

Management believes consolidated taxable income expected to be generated in the future will be sufficient to support realization of the Company’s net deferred tax assets. This determination is basedupon the Company’s consistent overall earnings history and future earnings expectations.  Other than deferred tax benefits attributable to operating loss carryforwards,  a majority of which wererecognized during 2011, there are no time constraints within which the Company’s deferred tax assets must be realized.The Company’s deferred tax asset is net of a federal, state, and beginning in 2011, a foreign valuation allowance. The foreign valuation allowance of $15 million was recorded in connection with theCompany’s acquisition of FirstAssist, though had minimal impact of shareholder’s net income. The valuation allowance reflects management’s assessment that certain deferred tax assets may not berealizable.
A reconciliation of unrecognized tax benefits for the years ended December 31 is as follows:

(In millions) 2011 2010 2009Balance at January 1, $ 177 $ 214 $ 164Increase (decrease) due to prior year positions (113) (55) 5Increase due to current year positions 7 34 76Reduction related to settlements with taxing authorities (17) (13) (28)Reduction related to lapse of applicable statute of limitations (2) (3) (3)
BALANCE AT DECEMBER 31, $ 52 $ 177 $ 214
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Unrecognized tax benefits decreased during 2011 due primarily to completion of the 2007 and 2008 IRS examination.The December 31, 2011 unrecognized tax benefit balance included $21 million that would increase shareholders’ net income if recognized. The Company has determined it at least reasonably possiblethat within the next twelve months there could be a significant increase in the level of unrecognized tax benefits should there be adverse developments relative to certain IRS specific matters. Thesechanges are not expected to have a material impact on shareholders’ net income.The Company classifies net interest expense on uncertain tax positions and any applicable penalties as a component of income tax expense, but excludes these amounts from the liability for uncertaintax positions. The Company’s liability for net interest and penalties was $2 million at December 31, 2011, $14 million at December 31, 2010 and $13 million at December 31, 2009. The 2011 declineincluded $11 million associated with the completion of the 2007 and 2008 IRS examinations.During the first quarter of 2011, the IRS completed its examination of the Company’s 2007 and 2008 consolidated federal income tax returns, resulting in an increase to shareholders’ net income of$24 million ($33 million reported in income tax expense, partially offset by a $9 million pre‐tax charge). The increase in shareholders’ net income included a reduction in net unrecognized tax benefitsof $11 million and a reduction of interest expense of $11 million (reported in income tax expense).During the first quarter of 2009, the IRS completed its examination of the Company’s 2005 and 2006 consolidated federal income tax returns, resulting in an increase to shareholders’ net income of$21 million ($20 million in continuing operations and $1 million in discontinued operations). The increase reflected a reduction in net unrecognized tax benefits of $8 million, ($17 million reported inincome tax expense, partially offset by a $9 million pre‐tax charge) and a reduction of interest and penalties of $13 million (reported in income tax expense).
The Company has a continuing dispute with the IRS for tax years 2004 through 2006 concerning the appropriate reserve methodology for certain reinsurance contracts. Trial was held before theUnited States Tax Court for the 2004 tax year in September 2011; the Court’s decision is expected in 2012. Prior to trial, the IRS conceded the adjustments, but did not agree with the Company’s reservemethodology. Though the IRS concession was a favorable development, that significantly limits exposure, the Company has continued to pursue the litigation in order to establish that its methodologyis appropriate and can be applied prospectively. The IRS raised the same issue in its audit of the Company’s 2005 and 2006 tax returns. As a result, the Company filed a petition with the United StatesTax Court for these years on September 19, 2011. The Company continues to believe that it will prevail in both the 2004 and 2005‐2006 litigation.During the fourth quarter of 2011, the IRS issued a notice of deficiency relating to the 2007 and 2008 tax years. The Company disagrees with such IRS action. On January 11, 2012 the Company filed apetition in the United States Tax Court and believes that the ultimate outcome will not impact results of operations or liquidity.The IRS is expected to begin examination of the Company’s 2009 and 2010 consolidated federal income tax returns in early 2012. The Company conducts business in numerous states and foreignjurisdictions, and may be engaged in multiple audit proceedings at any given time. Generally, no further state or foreign audit activity for years prior to 2004 is expected.The Patient Protection & Affordable Care Act,  including the Reconciliation Act of 2010, included provisions limiting the tax deductibility of certain future retiree benefit and compensation relatedpayments. The effect of these provisions reduced shareholders’ net income in 2011 by $8 million. The Company will continue to evaluate the tax effect of these provisions.
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The People Resources Committee (“the Committee”) of the Board of Directors awards stock options, restricted stock, deferred stock and, beginning in 2010, strategic performance shares to certainemployees. To a very limited extent, the Committee has issued common stock instead of cash compensation and dividend equivalent rights as part of restricted and deferred stock units. The Companyissues shares from Treasury stock for option exercises, awards of restricted stock and payment of deferred and restricted stock units.
Compensation cost and related tax benefits for these awards were as follows:

(In millions) 2011 2010 2009Compensation cost $ 61 $ 49 $ 42Tax benefits $ 14 $ 12 $ 15
The Company had the following number of shares of common stock available for award at December 31: 11.7 million in 2011, 7.5 million in 2010 and 23.3 million in 2009.
Stock options. The Company awards options to purchase the Company’s common stock at the market price of the stock on the grant date. Options vest over periods ranging from one to five years andexpire no later than 10 years from grant date.The table below shows the status of, and changes in, common stock options during the last three years:

(Options in thousands)

2011 2010 2009

Options
Weighted Average

Exercise Price Options
Weighted Average

Exercise Price Options
Weighted Average

Exercise PriceOutstanding ‐ January 1 12,093 $ 31.10 13,751 $ 29.34 12,258 $ 35.48Granted 1,546 $ 42.36 1,846 $ 34.64 4,709 $ 14.15Exercised (3,480) $ 27.93 (2,565) $ 24.31 (1,167) $ 25.32Expired or canceled (578) $ 33.61 (939) $ 30.86 (2,049) $ 33.42Outstanding ‐ December 31 9,581 $ 33.92 12,093 $ 31.10 13,751 $ 29.34Options exercisable at year‐end 6,147 $ 34.94 7,656 $ 34.42 8,578 $ 33.53
Compensation expense of $18 million related to unvested stock options at December 31, 2011 will be recognized over the next two years (weighted average period).The table below summarizes information for stock options exercised during the last three years:

(In millions) 2011 2010 2009Intrinsic value of options exercised $ 53 $ 30 $ 7Cash received for options exercised $ 97 $ 62 $ 30Excess tax benefits realized from options exercised $ 10 $ 5 $ ‐
The following table summarizes information for outstanding common stock options at December 31, 2011:

(Dollars in millions, except per share amounts)

Options
Outstanding

Options
ExercisableNumber (in thousands) 9,581 6,147Total intrinsic value $ 91 $ 56Weighted average exercise price $ 33.92 $ 34.94Weighted average remaining contractual life 6.1 years 4.9 years
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The weighted average fair value of options granted under employee incentive plans was $13.96 for 2011, $11.56 for 2010 and $4.6 for 2009, using the Black‐Scholes option‐pricing model and thefollowing assumptions:

 2011 2010 2009Dividend yield 0.1% 0.1% 0.3%Expected volatility 40.0% 40.0% 40.0%Risk‐free interest rate 1.7% 1.9% 1.6%Expected option life 4 years 4 years 4 years
The expected volatility reflects the Company’s past daily stock price volatility. The Company does not consider volatility implied in the market prices of traded options to be a good indicator of futurevolatility because remaining maturities of traded options are less than one year. The risk‐free interest rate is derived using the four‐year U.S. Treasury bond yield rate as of the award date for theprimary grant. Expected option life reflects the Company’s historical experience.
Restricted stock. The Company awards restricted stock to its employees or directors with vesting periods ranging from two to five years. These awards are generally in one of two forms: restrictedstock grants or restricted stock units. Restricted stock grants are the most widely used form of restricted stock awards and are used for substantially all U.S.‐based employees receiving such awards.Recipients of restricted stock grants are entitled to earn dividends and to vote during the vesting period, but forfeit their awards if their employment terminates before the vesting date. Awards ofrestricted stock units are generally limited to international employees. A restricted stock unit represents a right to receive a common share of stock when the unit vests. Recipients of restricted stockunits are entitled to receive hypothetical dividends, but cannot vote during the vesting period. They forfeit their units if their employment terminates before the vesting date.The table below shows the status of, and changes in, restricted stock grants and units during the last three years:

(Awards in thousands)

2011 2010 2009

Grants/Units

Weighted
Average

Fair Value at
Award Date Grants/Units

Weighted
Average

Fair Value at
Award Date Grants/Units

Weighted
Average

Fair Value at
Award DateOutstanding ‐ January 1 4,306 $ 27.70 4,113 $ 27.65 2,347 $ 40.53Awarded 945 $ 42.62 1,155 $ 34.63 2,678 $ 18.14Vested (564) $ 42.79 (541) $ 40.87 (557) $ 32.00Forfeited (441) $ 28.99 (421) $ 29.28 (355) $ 33.79

OUTSTANDING - DECEMBER 31 4,246 $ 28.88 4,306 $ 27.70 4,113 $ 27.65

The fair value of vested restricted stock was: $24 million in 2011, $18 million in 2010 and $10 million in 2009.At the end of 2011, approximately 2,900 employees held 4.2 million restricted stock grants and units with $66 million of related compensation expense to be recognized over the next three years(weighted average period).
Strategic Performance Shares. The Company awards strategic performance shares to its executives generally with a performance period of three years. Strategic performance shares are divided intotwo broad groups:  50% are subject to  a market condition (total shareholder return relative to  industry peer companies) and 50% are subject to a performance conditions (revenue growth andcumulative adjusted net income). These targets are set by the Committee. At the end of the performance period, holders of strategic performance shares will be awarded anywhere from 0 to 200% ofthe original grant of strategic performance shares in Cigna common stock.
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The table below shows the status of, and changes in, strategic performance shares during 2011 and 2010:

(Awards in thousands)

2011 2010

Grants/Units

Weighted Average
Fair Value at
Award Date Grants/Units

Weighted Average
Fair Value at
Award DateOutstanding ‐ January 1 430 $ 34.73 ‐ $ ‐Awarded 529 $ 42.92 480 $ 34.73Vested ‐ $ ‐ ‐ $ ‐Forfeited (125) $ 37.92 (50) $ 34.65

OUTSTANDING - DECEMBER 31 834 $ 39.45 430 $ 34.73

At the end of 2011, 67 employees held approximately 830,000 strategic performance shares and $19 million of related compensation expense expected to be recognized over the next two years. Forstrategic performance shares subject to a performance condition, the amount of expense may vary based on actual performance in 2012 and 2013.

Rental expenses for operating leases, principally for office space, amounted to $115 million in 2011, $127 million in 2010 and $138 million in 2009. As of December 31, 2011, future net minimum rentalpayments under non‐cancelable operating leases were approximately $547 million, payable as follows (in millions): $108 in 2012, $97 in 2013, $83 in 2014, $67 in 2015, $52 in 2016 and $140thereafter.The Company also has several outsourced service arrangements with third parties, primarily for human resource and information technology support services. The initial service periods under thesearrangements range from seven to eight years and their related costs are reported consistent with operating leases over the service period based on the pattern of use. The Company recorded in otheroperating expense $116 million in 2011, $114 million in 2010 and $115 million in 2009 for these arrangements.

The Company’s operating segments generally reflect groups of related products,  except for the International segment which is generally based on geography.  In accordance with GAAP, operatingsegments that do not require separate disclosure were combined in “Other Operations”. The Company measures the financial results of its segments using “segment earnings (loss)”, which is defined asshareholders’ income (loss) from continuing operations before after‐tax realized investment results.Consolidated pre‐tax income from continuing operations is primarily attributable to domestic operations. Consolidated pre‐tax income from continuing operations generated by the Company’s foreignoperations was approximately 15% in 2011, 13% in 2010 and 9% in 2009.The Company determines segment earnings (loss) consistent with accounting policies used in preparing the consolidated financial statements,  except that amounts included in Corporate are notallocated to  segments.  The Company allocates  certain other operating expenses,  such as  systems and other key corporate  overhead expenses,  on systematic  bases.  Income taxes  are  generallycomputed as if each segment were filing a separate income tax return. The Company does not report total assets by segment since this is not a metric used to allocate resources or evaluate segmentperformance.The Company presents segment information as follows:
Health Care offers insured and self‐insured medical,  dental,  behavioral health, vision, and prescription drug benefit plans, health advocacy programs and other products and services that may beintegrated to provide comprehensive health care benefit programs. Cigna HealthCare companies offer these products and services in all 50 states, the District of Columbia and the U.S. Virgin Islands.These products and services are offered through a variety of funding arrangements such as guaranteed cost, retrospectively experience‐rated and administrative services only arrangements.
Disability and Life includes group disability, life, accident and specialty insurance.
International includes supplemental  health,  life  and accident insurance products;  and international health care products and services including those offered to  individuals  and globally mobileemployees of multinational companies and organizations.
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Run-off Reinsurance is predominantly comprised of GMDB, GMIB, workers’ compensation and personal accident reinsurance products. On December 31, 2010, the Company essentially exited from itsworkers’  compensation  and  personal  accident  reinsurance  business  by  purchasing  retrocessional  coverage  from  a  Bermuda  subsidiary  of  Enstar  Group  Limited  and  transferring  the  ongoingadministration of this business to the reinsurer.The Company also reports results in two other categories.
Other Operations consist of:• corporate‐owned life insurance (“COLI”);• deferred gains recognized from the 1998 sale of the individual life insurance and annuity business and the 2004 sale of the retirement benefits business; and• run‐off settlement annuity business.
Corporate reflects amounts not allocated to other segments, such as net interest expense (defined as interest on corporate debt less net investment income on investments not supporting segmentoperations), interest on uncertain tax positions, certain litigation matters, intersegment eliminations, compensation cost for stock options and certain corporate overhead expenses such as directors’expenses.In 2010, the Company began reporting the expense associated with its frozen pension plans in Corporate. Prior periods were not restated as the effect on prior periods was not material.Summarized segment financial information for the years ended December 31 was as follows:

(In millions) 2011 2010 2009

Health CarePremiums and fees:Medical:Guaranteed cost (1) (2) $ 4,176 $ 3,929 $ 3,380Experience‐rated (2) (3) 1,934 1,823 1,699Stop loss 1,451 1,287 1,274Dental 894 804 731Medicare 489 1,470 595Medicare Part D 624 558 342Other (4) 600 543 515Total medical 10,168 10,414 8,536Life and other non‐medical 77 103 179Total premiums 10,245 10,517 8,715Fees (2) (5) 2,936 2,802 2,669Total premiums and fees 13,181 13,319 11,384Mail order pharmacy revenues 1,447 1,420 1,282Other revenues 234 266 262Net investment income 274 243 181Segment revenues $ 15,136 $ 15,248 $ 13,109Income taxes $ 556 $ 476 $ 399Segment earnings $ 991 $ 861 $ 731
(1) Includes guaranteed cost premiums primarily associated with open access and commercial HMO, as well as other risk-related products.
(2) Premiums and/or fees associated with certain specialty products are also included.
(3) Includes minimum premium arrangements with a risk profile similar to experience-rated funding arrangements. The risk portion of minimum revenue is reported in
experience-rated medical premium whereas the self funding portion of minimum premium revenue is recorded in fees. Also includes certain non-participating cases for which special
customer level reporting of experience is required.
(4) Other medical premiums include risk revenue for specialty products.
(5) Represents administrative service fees for medical members and related specialty product fees for non-medical members as well as fees related to Medicare Part D of $61 million in
2011, $57 million in 2010 and $41 million in 2009.
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(In millions) 2011 2010 2009

Disability and LifePremiums and fees:Life $ 1,256 $ 1,238 $ 1,301Disability 1,268 1,167 1,057Other 256 262 276Total 2,780 2,667 2,634Other revenues ‐ 123 113Net investment income 267 261 244Segment revenues $ 3,047 $ 3,051 $ 2,991Income taxes $ 109 $ 120 $ 109Segment earnings $ 287 $ 291 $ 284
InternationalPremiums and fees:Health Care $ 1,464 $ 1,037 $ 884Supplemental Health, Life, and Accident 1,526 1,231 998Total 2,990 2,268 1,882Other revenues 27 31 22Net investment income 96 82 69Segment revenues $ 3,113 $ 2,381 $ 1,973Income taxes $ 125 $ 95 $ 70Equity in income of investees $ 14 $ 14 $ 11Segment earnings $ 286 $ 243 $ 183
Run-off ReinsurancePremiums and fees and other revenues $ 20 $ (133) $ (254)Net investment income 103 114 113Segment revenues $ 123 $ (19) $ (141)Income taxes (benefits) $ (99) $ (136) $ 93Segment earnings (loss) $ (183) $ 26 $ 185
Other OperationsPremiums and fees and other revenues $ 169 $ 174 $ 176Net investment income 400 404 407Segment revenues $ 569 $ 578 $ 583Income taxes $ 29 $ 39 $ 31Segment earnings $ 89 $ 85 $ 86
CorporateOther revenues and eliminations $ (58) $ (62) $ (58)Net investment income 6 1 ‐Segment revenues $ (52) $ (61) $ (58)Income tax benefits $ (101) $ (98) $ (91)Segment loss $ (184) $ (211) $ (142)
Realized investment gains (losses)Realized investment gains (losses) $ 62 $ 75 $ (43)Income taxes (benefits) 21 25 (17)Realized investment gains (losses), net of taxes and noncontrolling interest $ 41 $ 50 $ (26)
TotalPremiums and fees and other revenues $ 19,343 $ 18,653 $ 16,161Mail order pharmacy revenues 1,447 1,420 1,282Net investment income 1,146 1,105 1,014Realized investment gains (losses) 62 75 (43)Total revenues $ 21,998 $ 21,253 $ 18,414Income taxes $ 640 $ 521 $ 594Segment earnings $ 1,286 $ 1,295 $ 1,327Realized investment gains (losses), net of taxes and noncontrolling interest $ 41 $ 50 $ (26)Shareholders’ income from continuing operations $ 1,327 $ 1,345 $ 1,301
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Premiums and fees, mail order pharmacy revenues and other revenues by product type were as follows for the years ended December 31:

(In millions) 2011 2010 2009Medical $ 14,568 $ 14,253 $ 12,089Disability 1,280 1,162 1,063Supplemental Health, Life, and Accident 3,103 2,839 2,748Mail order pharmacy 1,447 1,420 1,282Other 392 399 261
TOTAL $ 20,790 $ 20,073 $ 17,443

Concentration of risk. For the Company’s International segment, South Korea is the single largest geographic market. South Korea generated 31% of the segment’s revenues and 51% of the segment’searnings in 2011. South Korea generated 32% of the segment’s revenues and 49% of the segment’s earnings in 2010. Due to the concentration of business in South Korea, the International segment isexposed to potential losses resulting from economic and geopolitical developments in that country, as well as foreign currency movements affecting the South Korean currency, which could have asignificant impact on the segment’s results and the Company’s consolidated financial results.

The Company, through its subsidiaries, is contingently liable for various guarantees provided in the ordinary course of business.
Separate account assets are contractholder funds maintained in accounts with specific investment objectives. The Company records separate account liabilities equal to separate account assets. Incertain cases, primarily associated with the sold retirement benefits business (which was sold in April 2004),  the Company guarantees a minimum level of benefits for retirement and insurancecontracts, written in separate accounts. The Company establishes an additional liability if management believes that the Company will be required to make a payment under these guarantees.The Company guarantees that separate account assets will be sufficient to pay certain retiree or life benefits. The sponsoring employers are primarily responsible for ensuring that assets are sufficientto pay these benefits and are required to maintain assets that exceed a certain percentage of benefit obligations. This percentage varies depending on the asset class within a sponsoring employer’sportfolio (for example, a bond fund would require a lower percentage than a riskier equity fund) and thus will vary as the composition of the portfolio changes. If employers do not maintain therequired  levels  of  separate  account  assets,  the  Company  or  an  affiliate  of  the  buyer  has  the  right  to  redirect  the  management  of  the  related  assets  to  provide  for  benefit  payments.  As  ofDecember  31,  2011,  employers  maintained  assets  that  exceeded  the  benefit  obligations.  Benefit  obligations  under  these  arrangements  were  $1.7  billion  as  of  December  31,  2011.  As  ofDecember 31, 2011, approximately 75% of these guarantees are reinsured by an affiliate of the buyer of the retirement benefits business. The remaining guarantees are provided by the Company withminimal reinsurance from third parties. There were no additional liabilities required for these guarantees as of December 31, 2011. Separate account assets supporting these guarantees are classifiedin Levels 1 and 2 of the GAAP fair value hierarchy. See Note 10 for further information on the fair value hierarchy.The Company does not expect that these financial guarantees will have a material effect on the Company’s consolidated results of operations, liquidity or financial condition.
The Company’s reinsurance operations,  which were discontinued in 2000 and are now an inactive business in run‐off mode,  reinsured minimum income benefits  under certain variable annuitycontracts  issued by other insurance companies.  A contractholder can elect the guaranteed minimum income benefit (“GMIB”) within 30 days of any eligible  policy anniversary after a specifiedcontractual waiting period. The Company’s exposure arises when the guaranteed annuitization benefit exceeds the annuitization benefit based on the policy’s current account value. At the time ofannuitization, the Company pays the excess (if any) of the minimum benefit guaranteed under the contract over the benefit based on the current account value in a lump sum to the direct writinginsurance company.In periods of declining equity markets or declining interest rates,  the Company’s GMIB liabilities increase. Conversely,  in periods of rising equity markets and rising interest rates,  the Company’sliabilities for these benefits decrease.
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The Company estimates the fair value of the GMIB assets and liabilities using assumptions for market returns and interest rates, volatility of the underlying equity and bond mutual fund investments,mortality, lapse, annuity election rates, non‐performance risk, and risk and profit charges. See Note 10 for additional information on how fair values for these liabilities and related receivables forretrocessional coverage are determined.The Company is required to disclose the maximum potential undiscounted future payments for GMIB contracts. Under these guarantees, the future payment amounts are dependent on equity and bondfund market and interest rate levels prior to and at the date of annuitization election, which must occur within 30 days of a policy anniversary, after the appropriate waiting period. Therefore, the futurepayments are not fixed and determinable under the terms of the contract. Accordingly, the Company has estimated the maximum potential undiscounted future payments using hypothetical adverseassumptions, defined as follows:• no annuitants surrendered their accounts;• all annuitants lived to elect their benefit;• all annuitants elected to receive their benefit on the next available date (2012 through 2018); and• all underlying mutual fund investment values remained at the December 31, 2011 value of $1.1 billion with no future returns.The maximum potential undiscounted payments that the Company would make under those assumptions would aggregate $1.2 billion before reinsurance recoveries. The Company expects the amountof actual payments to be significantly less than this hypothetical undiscounted aggregate amount. The Company has retrocessional coverage in place from two external reinsurers which covers 55% ofthe exposures on these contracts. The Company bears the risk of loss if its retrocessionaires do not meet or are unable to meet their reinsurance obligations to the Company.
The Company had indemnification obligations to lenders of up to $292 million as of December 31, 2011, related to borrowings by certain real estate joint ventures which the Company either records asan investment or consolidates. These borrowings, that are nonrecourse to the Company, are secured by the joint ventures’ real estate properties with fair values in excess of the loan amounts andmature at various dates beginning in 2012 through 2021. The Company’s indemnification obligations would require payment to lenders for any actual damages resulting from certain acts such asunauthorized ownership transfers,  misappropriation of rental payments by others or environmental damages.  Based on initial and ongoing reviews of property management and operations,  theCompany does not expect that payments will be required under these indemnification obligations. Any payments that might be required could be recovered through a refinancing or sale of the assets.In  some  cases,  the  Company  also  has  recourse  to  partners  for  their  proportionate  share  of  amounts  paid.  There  were  no  liabilities  required  for  these  indemnification  obligations  as  ofDecember 31, 2011.As of December 31, 2011, the Company guaranteed that it would compensate the lessors for a shortfall of up to $44 million in the market value of certain leased equipment at the end of the lease.Guarantees of $28 million expire in 2012 and $16 million expire in 2016. The Company had liabilities for these guarantees of $14 million as of December 31, 2011.The Company has agreements with certain banks that provide banking services to  settle claim checks processed by the Company for Administrative Services Only (“ASO”) and certain minimumpremium customers. The customers are responsible for adequately funding their accounts as claim checks are presented for payment. Under these agreements, the Company guarantees that the bankswill not incur a loss if a customer fails to properly fund its account. The amount of the guarantee fluctuates daily. As of December 31, 2011, the aggregate maximum exposure under these guaranteeswas approximately $390 million and there were no liabilities required. There were no material charges related to these guarantees for the twelve months ended December 31, 2011 and there were$3 million in after‐tax charges for the same period in 2010. Through February 13, 2012, the exposure that existed at December 31, 2011 has been reduced by approximately 94% through customers’funding of claim checks when presented for payment. In addition, the Company can limit its exposure under these guarantees by suspending claim payments for any customer who has not adequatelyfunded their bank account.The Company contracts on an ASO basis with customers who fund their own claims. The Company charges these customers administrative fees based on the expected cost of administering theirself‐funded programs. In some cases, the Company provides performance guarantees associated with meeting certain service‐related and other performance standards. If these standards are not met,the Company may be financially at risk up to a stated percentage of the contracted fee or a stated dollar amount. The Company establishes liabilities for estimated payouts associated with theseperformance guarantees. Approximately 14% of ASO fees reported for the twelve months ended December 31, 2011 were at risk, with reimbursements estimated to be approximately 1%.
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The Company had indemnification obligations as of December 31, 2011 in connection with acquisition and disposition transactions. These indemnification obligations are triggered by the breach ofrepresentations or covenants provided by the Company, such as representations for the presentation of financial statements,  the filing of tax returns,  compliance with law or the identification ofoutstanding litigation. These obligations are typically subject to various time limitations, defined by the contract or by operation of law, such as statutes of limitation. In some cases, the maximumpotential amount due is subject to contractual limitations based on a percentage of the transaction purchase price, while in other cases limitations are not specified or applicable. The Company doesnot believe that it is possible to determine the maximum potential amount due under these obligations, since not all amounts due under these indemnification obligations are subject to limitation.There were no liabilities for these indemnification obligations as of December 31, 2011.The Company does not expect that these guarantees will have a material adverse effect on the Company’s consolidated results of operations, financial condition or liquidity.
Regulation. The health services industry is heavily regulated by federal and state laws and administrative agencies, such as state departments of insurance and the Federal Departments of Labor,Health and Human Services, Treasury and Justice, as well as the courts. Regulation, legislation and judicial decisions have resulted in changes to industry and the Company’s business practices and willcontinue to do so in the future. In addition, the Company’s subsidiaries are routinely involved with various claims, lawsuits and regulatory and IRS audits and investigations that could result in financialliability, changes in business practices, or both. Health care regulation and legislation in its various forms, including the implementation of the Patient Protection and Affordable Care Act (including theReconciliation Act) that was signed into law during the first quarter of 2010, could have a material adverse effect on the Company’s health care operations if it inhibits the Company’s ability to respondto market demands, adversely affects the way the Company does business, or results in increased medical or administrative costs without improving the quality of care or services.Other possible regulatory and legislative changes or judicial decisions that could have an adverse effect on the Company’s businesses include:• additional mandated benefits or services that increase costs;• legislation that would grant plan participants broader rights to sue their health plans;• changes in public policy and in the political environment, that could affect state and federal law, including legislative and regulatory proposals related to health care issues, that could increase costand affect the market for the Company’s health care products and services;• changes in Employee Retirement Income Security Act of 1974 (“ERISA”) regulations resulting in increased administrative burdens and costs;• additional restrictions on the use of prescription drug formularies and rulings from pending purported class action litigation, that could result in adjustments to or the elimination of the averagewholesale price of pharmaceutical products as a benchmark in establishing certain rates, charges, discounts, guarantees and fees for various prescription drugs;• additional privacy legislation and regulations that interfere with the proper use of medical information for research, coordination of medical care and disease and disability management;• additional variations among state laws mandating the time periods and administrative processes for payment of health care provider claims;• legislation that would exempt independent physicians from antitrust laws; and• changes in federal tax laws, such as amendments that could affect the taxation of employer provided benefits.The health services industry remains under scrutiny by various state and federal government agencies and could be subject to government efforts to bring criminal actions in circumstances that couldpreviously have given rise only to civil or administrative proceedings.
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Guaranty fund assessments. The Company operates in a regulatory environment that may require the Company to participate in assessments under state insurance guaranty association laws. TheCompany’s exposure to assessments is based on its share of business it writes in the relevant jurisdictions for certain obligations of insolvent insurance companies to policyholders and claimants. Forthe years ended December 31, 2011 and 2010, charges related to guaranty fund assessments were not material to the Company’s results of operations.The Company is aware of an insurer that is in rehabilitation, an intermediate action before insolvency. As of December 31, 2011, the regulator had petitioned the state court for liquidation and theCompany believes it is likely that the state court will rule on insolvency for this insurer in 2012. If the insurer is declared insolvent and placed in liquidation, the Company and other insurers may berequired to pay a portion of policyholder claims through guaranty fund assessments from various states in which the Company’s insurance subsidiaries write premiums. Based on current informationavailable, that is subject to change, the Company has estimated that potential future assessments could decrease its future results of operations by up to $40 million after‐tax. The ultimate amount andtiming of any future charges for this potential insolvency will depend on several factors, including the declaration of insolvency and the amount of the potential insolvency, the basis, amount and timingof associated estimated future  guaranty fund assessments  and the  availability and amount of any potential  premium tax  and other offsets.  Cash payments,  if any,  by the  Company’s  insurancesubsidiaries are likely to extend over several years. The Company will continue to monitor the outcome of the court’s deliberations and may record a liability and expense in a future reporting period.
The Company is routinely involved in numerous claims, lawsuits, regulatory and IRS audits, investigations and other legal matters arising, for the most part, in the ordinary course of managing a healthservices  business,  including  payments  to  providers  and benefit  level  disputes.  Such legal  matters  include  benefit  claims,  breach of contract  claims,  tort  claims,  disputes  regarding  reinsurancearrangements, employment related suits, employee benefit claims, wage and hour claims, and intellectual property and real estate related disputes. Litigation of income tax matters is accounted forunder FASB’s accounting guidance for uncertainty in income taxes. Further information can be found in Note 19. The outcome of litigation and other legal matters is always uncertain, and unfavorableoutcomes that are not justified by the evidence can occur. The Company believes that it has valid defenses to the legal matters pending against it and is defending itself vigorously.When the Company (in the course of its regular review of pending litigation and legal matters) has determined that a material loss is reasonably possible, the matter is disclosed including an estimateor range of loss or a statement that such an estimate cannot be made. In many proceedings, however, it is inherently difficult to determine whether any loss is probable or even possible or to estimatethe amount or range of any loss.  In accordance with applicable accounting guidance, when litigation and regulatory matters present loss contingencies that are both probable and estimable, theCompany accrues the estimated loss by a charge to income. The amount accrued represents the Company’s best estimate of the probable loss. If only a range of estimated losses can be determined, theCompany accrues an amount within the range that, in the Company’s judgment, reflects the most likely outcome; if none of the estimates within that range is a better estimate than any other amount,the Company accrues at the low end of the range. In cases that the Company has accrued an estimated loss, the accrued amount may differ materially from the ultimate amount of the relevant costs. Asa litigation or regulatory matter develops, the Company monitors the matter for further developments that could affect the amount previously accrued, if any, and updates such amount accrued ordisclosures previously provided as appropriate.Except as otherwise noted, the Company believes that the legal actions, proceedings and investigations currently pending against it should not have a material adverse effect on the Company’s resultsof operation, financial condition or liquidity based upon current knowledge and taking into consideration current accruals. However, in light of the uncertainties involved in these matters, there is noassurance that their ultimate resolution will not exceed the amounts currently accrued by the Company and that an adverse outcome in one or more of these matters could be material to the Company’sresults of operation, financial condition or liquidity for any particular period.
Amara cash balance pension plan litigation. On December 18, 2001, Janice Amara filed a class action lawsuit, captioned Janice C. Amara, Gisela R. Broderick, Annette S. Glanz, individually and on behalf
of all others similarly situated v. Cigna Corporation and Cigna Pension Plan, in the United States District Court for the District of Connecticut against Cigna Corporation and the Cigna Pension Plan onbehalf of herself and other similarly situated participants in the Cigna Pension Plan affected by the 1998 conversion to a cash balance formula. The plaintiffs allege various ERISA violations including,among other things, that the Plan’s cash balance formula discriminates against older employees; the conversion resulted in a wear away period (when the pre‐conversion accrued benefit exceeded thepost‐conversion benefit); and these conditions are not adequately disclosed in the Plan.
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In 2008, the court issued a decision finding in favor of Cigna Corporation and the Cigna Pension Plan on the age discrimination and wear away claims. However, the court found in favor of the plaintiffson many aspects of the disclosure claims and ordered an enhanced level of benefits from the existing cash balance formula for the majority of the class, requiring class members to receive their frozenbenefits under the pre‐conversion Cigna Pension Plan and their post‐1997 accrued benefits under the post‐conversion Cigna Pension Plan. The court also ordered, among other things, pre‐judgmentand post‐judgment interest.Both parties appealed the court’s decisions to the United States Court of Appeals for the Second Circuit which issued a decision on October 6, 2009 affirming the District Court’s judgment and order onall issues. On January 4, 2010, both parties filed separate petitions for a writ of certiorari to the United States Supreme Court. Cigna’s petition was granted, and on May 16, 2011, the Supreme Courtissued its Opinion in which it reversed the lower courts’ decisions and remanded the case to the trial judge for reconsideration of the remedy. The Court unanimously agreed with the Company’sposition that the lower courts erred in granting a remedy for an inaccurate plan description under an ERISA provision that allows only recovery of plan benefits.  However, the decision identifiedpossible avenues of “appropriate equitable relief” that plaintiffs may pursue as an alternative remedy.The case is now in the trial court following remand. Briefs have been filed on the remedial issues and oral argument took place on December 9, 2011. The Company will continue to vigorously defendits position in this case. As of December 31, 2011, the Company continues to carry a liability of $82 million pre‐tax ($53 million after‐tax), that reflects the Company’s best estimate of the exposure.
Ingenix.  On February 13,  2008,  State of New York Attorney General Andrew M.  Cuomo announced an industry‐wide investigation into  the use of data provided by Ingenix,  Inc.,  a  subsidiary ofUnitedHealthcare, used to calculate payments for services provided by out‐of‐network providers. The Company received four subpoenas from the New York Attorney General’s office in connection withthis investigation and responded appropriately. On February 17, 2009, the Company entered into an Assurance of Discontinuance resolving the investigation. In connection with the industry‐wideresolution, the Company contributed $10 million to the establishment of a new non‐profit company that now compiles and provides the data formerly provided by Ingenix.The Company was named as a defendant in a number of putative nationwide class actions asserting that due to the use of data from Ingenix, Inc.,  the Company improperly underpaid claims, anindustry‐wide issue. All of the class actions were consolidated into Franco v. Connecticut General Life Insurance Company et al., which is pending in the United States District Court for the District of NewJersey. The consolidated amended complaint, filed on August 7, 2009, asserts claims under ERISA, the RICO statute, the Sherman Antitrust Act and New Jersey state law on behalf of subscribers, healthcare  providers  and various  medical  associations.  Cigna filed a  motion to  dismiss  the  consolidated amended complaint on September 9,  2009.  Plaintiffs  filed a  motion for class  certification onMay 28, 2010. Fact and expert discovery have been completed.On September 23, 2011, the court granted in part and denied in part the motion to dismiss the consolidated amended complaint. The court dismissed all claims by the health care provider and medicalassociation plaintiffs for lack of standing to sue, and as a result the case will proceed only on behalf of subscribers. In addition, the court dismissed all of the antitrust claims, the ERISA claims based ondisclosure and the New Jersey state law claims. The court did not dismiss the ERISA claims for benefits and claims under the RICO statute.On June 9, 2009, Cigna filed motions in the United States District Court for the Southern District of Florida to enforce a previous settlement, In re Managed Care Litigation, by enjoining the RICO andantitrust causes of action asserted by the provider and medical association plaintiffs in the Ingenix litigation on the ground that they arose previously and were released in the prior settlement. OnNovember 30, 2009, the Court granted the motions and ordered the provider and association plaintiffs to withdraw their RICO and antitrust claims from the Ingenix litigation. Plaintiffs appealed to theEleventh Circuit and the appeal is pending. The claims of these provider and association plaintiffs have now been dismissed by the Franco court for lack of standing as described above, and thereforeCigna moved to dismiss the Eleventh Circuit appeal as moot.It is reasonably possible that others could initiate additional litigation or additional regulatory action against the Company with respect to use of data provided by Ingenix, Inc. The Company denies theallegations asserted in the investigations and litigation and will vigorously defend itself in these matters.Due to numerous uncertain and unpredictable factors presented in these cases, it is not possible to estimate a range of loss at this time and, accordingly, no accrual has been recorded in the Company’sfinancial statements.
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Karp gender discrimination litigation. On March 3, 2011, Bretta Karp filed a class action gender discrimination lawsuit against the Company in the United States District Court for the District ofMassachusetts. The plaintiff alleges systemic discrimination against females in compensation, promotions, training, and performance evaluations in violation of Title VII of the Civil Rights Act of 1964,as amended, and Massachusetts law. Plaintiff seeks monetary damages and various other forms of broad programmatic relief, including injunctive relief, backpay, lost benefits, and preferential rights tojobs. The Company filed a motion to dismiss the lawsuit on May 16, 2011, which is fully briefed and pending. The Company denies the allegations asserted in the litigation and will vigorously defenditself in this case. Due to numerous uncertain and unpredictable factors presented in this case, it is not possible to estimate a range of loss (if any) at this time, and accordingly, no accrual has beenrecorded in the Company’s financial statements.
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To the Board of Directors and Shareholders of Cigna CorporationIn our opinion, the accompanying consolidated balance sheets and the related consolidated statements of income, comprehensive income and changes in total equity and cash flows present fairly, in allmaterial respects, the financial position of Cigna Corporation and its subsidiaries (“the Company”) at December 31, 2011 and December 31, 2010, and the results of their operations and their cashflows for each of the three years in the period ended December 31, 2011 in conformity with accounting principles generally accepted in the United States of America. Also in our opinion, the Companymaintained, in all material respects, effective internal control over financial reporting as of December 31, 2011, based on criteria established in Internal Control - Integrated Framework issued by theCommittee of Sponsoring Organizations of the Treadway Commission (COSO). The Company’s management is responsible for these financial statements, for maintaining effective internal control overfinancial reporting and for its assessment of the effectiveness of internal control over financial reporting, included in Management’s Annual Report on Internal Control over Financial Reporting. Ourresponsibility is to express opinions on these financial statements and on the Company’s internal control over financial reporting based on our integrated audits. We conducted our audits in accordancewith the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audits to obtain reasonable assurance about whether thefinancial statements are free of material misstatement and whether effective internal control over financial reporting was maintained in all material respects. Our audits of the financial statementsincluded examining,  on a  test  basis,  evidence  supporting  the  amounts  and disclosures  in the  financial  statements,  assessing  the  accounting  principles  used and significant estimates  made  bymanagement, and evaluating the overall financial statement presentation. Our audit of internal control over financial reporting included obtaining an understanding of internal control over financialreporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audits also includedperforming such other procedures as we considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions.A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements forexternal purposes in accordance with generally accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures that (i) pertain to themaintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions arerecorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being madeonly in accordance with authorizations of management and directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use,or disposition of the company’s assets that could have a material effect on the financial statements.Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject tothe risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.
/s/  PricewaterhouseCoopers LLP  Philadelphia, PennsylvaniaFebruary 23, 2012  
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The following unaudited quarterly financial data is presented on a consolidated basis for each of the years ended December 31, 2011 and December 31, 2010. Quarterly financial results necessarily relyheavily on estimates. This and certain other factors,  such as the seasonal nature of portions of the insurance business,  suggest the need to exercise caution in drawing specific conclusions fromquarterly consolidated results.
(In millions, except per share amounts)

Three Months Ended

 March 31  June 30  Sept. 30  Dec. 31  

Consolidated Results     
2011     Total revenues $ 5,413  $ 5,509  $ 5,613  $ 5,463  Income from continuing operations before incometaxes 600  616  297  455  Shareholders’ net income 429 (1)  408 (2) 200 (3) 290 (4)Shareholders’ net income per share:      Basic 1.59  1.52  0.74  1.05  Diluted 1.57  1.50  0.74  1.04  
2010     Total revenues $ 5,205  $ 5,353  $ 5,266  $ 5,429  Income from continuing operations before incometaxes 422  439  464  545  Shareholders’ net income 283 (5)  294 (6) 307 (7) 461 (8)Shareholders’ net income per share:     Basic 1.03  1.07  1.13  1.71  Diluted 1.02  1.06  1.13  1.69  
Stock and Dividend Data     
2011     Price range of commonstock — high $ 44.29  $ 51.81  $ 52.95  $ 47.61  — low $ 36.76  $ 42.80  $ 40.24  $ 38.82  Dividends declared per common share $ 0.040  $ ‐  $ ‐  $ ‐  
2010     Price range of commonstock — high $ 39.26  $ 37.61  $ 36.03  $ 38.53  — low $ 32.00  $ 30.78  $ 29.12  $ 34.33  Dividends declared per common share $ 0.040  $ ‐  $ ‐  $ ‐  
(1) The first quarter of 2011 includes an after-tax gain of $13 million for the GMIB business and a net tax benefit of $24 million related to the resolution of a Federal tax matter.
(2) The second quarter of 2011 includes an after-tax loss of $21 million for the GMIB business.
(3) The third quarter of 2011 includes an after-tax loss of $134 million for the GMIB business.
(4) The fourth quarter of 2011 includes an after-tax gain of $7 million for the GMIB business and, an after-tax charge of $31 million for costs associated with acquisitions.
(5) The first quarter of 2010 includes an after-tax gain of $5 million for the GMIB business.
(6) The second quarter of 2010 includes an after-tax loss of $104 million for the GMIB business.
(7) The third quarter of 2010 includes an after-tax loss of $10 million for the GMIB business.
(8) The fourth quarter of 2010 includes an after-tax gain of $85 million for the GMIB business, an after-tax charge of $20 million for the loss on a reinsurance transaction, a net tax
benefit of $101 million related to the resolution of a Federal tax matter, and an after-tax charge of $39 million related to the early extinguishment of debt.
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 12/29/06 12/31/07 12/31/08 12/31/08 12/31/10 12/30/11Cigna $100 $123 $38 $81 $84 $96S&P 500 Index $100 $105 $66 $84 $97 $99S&P Mgd. Health Care, Life & Health Ins. Indexes** $100 $114 $53 $66 $75 $89
*Assumes that the value of the investment in Cigna common stock and each index was $100 on December 29, 2006 and that all dividends were reinvested.
**Weighted average of S&P Managed Health Care (75%) and Life & Health Insurance (25%) Indexes.

CIGNA CORPORATION – 2011 Form 10-K – 167



Back to Contents

None.

Based on an evaluation of the effectiveness of Cigna’s disclosure controls and procedures conducted under the supervision and with the participation of Cigna’s management, Cigna’s Chief ExecutiveOfficer and Chief Financial Officer concluded that, as of the end of the period covered by this report, Cigna’s disclosure controls and procedures are effective to ensure that information required to bedisclosed by Cigna in the reports that it files or submits under the Exchange Act is recorded, processed, summarized and reported, within the time periods specified in the SEC’s rules and forms.

The Company’s management report on internal control over financial reporting under the caption “Management’s Annual Report on Internal Control over Financial Reporting” on page 94 in thisForm 10‐K.
The  attestation  report  of  Cigna’s  independent  registered  public  accounting  firm,  on  the  effectiveness  of  Cigna’s  internal  control  over financial  reporting  appears  under the  caption  “Report  ofIndependent Registered Public Accounting Firm” on page 165 of this Form 10‐K.
There have been no changes in Cigna’s internal control over financial reporting identified in connection with the evaluation described in the above paragraph that have materially affected, or arereasonably likely to materially affect, Cigna’s internal control over financial reporting.

None.
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The information under the captions “The Board of Directors’ Nominees for Terms to Expire in April 2015,” “Directors Who Will Continue in Office,” “Board of Directors and Committee Meetings,Membership, Attendance and Independence” (as it relates to Audit Committee disclosure), and “Section 16(a) Beneficial Ownership Reporting Compliance” in Cigna’s proxy statement to be dated on orabout March 16, 2012 is incorporated by reference.

See PART I – “Executive Officers of the Registrant on page 45 in this Form 10‐K.”

Cigna’s Code of Ethics is the Company’s code of business conduct and ethics, and applies to Cigna’s directors, officers (including the chief executive officer, chief financial officer and chief accountingofficer) and employees. The Code of Ethics is posted on the Corporate Governance section found on the “About Cigna” page of the Company’s website,  www.cigna.com. In the event the Companysubstantively amends its Code of Ethics or waives a provision of the Code, Cigna intends to disclose the amendment or waiver on the Corporate Governance section of the Company’s website.In addition, the Company’s corporate governance guidelines (Board Practices) and the charters of its board committees (audit, corporate governance, executive, finance and people resources) areavailable on the Corporate Governance section of the Company’s website. These corporate governance documents, as well as the Code of Ethics, are available in print to any shareholder who requeststhem.

The information under the captions “Director Compensation,” “Report of the People Resources Committee,” “Compensation Discussion and Analysis” and “Executive Compensation” in Cigna’s proxystatement to be dated on or about March 16, 2012 is incorporated by reference.
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The following table presents information regarding Cigna’s equity compensation plans as of December 31, 2011:
Plan Category

(a) (1)

Securities To Be Issued
Upon Exercise Of

Outstanding Options,
Warrants And Rights

(b) (2)

Weighted Average
Exercise Price Per Share
Of Outstanding Options,

Warrants And Rights

(c) (3)

Securities Remaining Available
For Future Issuance Under Equity

Compensation Plans (Excluding
Securities Reflected In Column (a))Equity Compensation Plans Approved by Security Holders 11,480,832 $ 33.92 12,184,049Equity Compensation Plans Not Approved by Security Holders ‐ ‐ ‐

TOTAL 11,480,832 $ 33.92 12,184,049

(1) In addition to outstanding options, includes 116,694 restricted stock units, 82,791 deferred shares, 32,315 director deferred share units that settle in shares, and 1,667,702 strategic
performance shares which are reported at the maximum 200% payout rate.
(2) The weighted-average exercise price is based only on outstanding options.
(3) Includes 437,931 shares of common stock available as of the close of business December 31, 2011 for future issuance under the Cigna Directors Equity Plan; and 8,212,760 shares of
common stock available as of the close of business on December 31, 2011 for future issuance under the Cigna Long-Term Incentive Plan as shares of restricted stock, strategic
performance shares, shares in payment of dividend equivalent rights, shares in lieu of cash payable under a Qualifying Plan, or shares in payment of strategic performance units.The information under the captions “Stock held by Directors, Nominees and Executive Officers” and “Largest Security Holders” in Cigna’s proxy statement to be dated on or about March 16, 2012 isincorporated by reference.

The information under the caption “Certain Transactions” in Cigna’s proxy statement to be dated on or about March 16, 2012 is incorporated by reference.

The information under the captions “Policy for the Pre‐Approval of Audit and Non‐Audit Services” and “Fees to Independent Registered Public Accounting Firm” in Cigna’s proxy statement to be datedon or about March 16, 2012 is incorporated by reference.
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(a) (1) The following Financial Statements appear on pages 96 through 166:Consolidated Statements of Income for the years ended December 31, 2011, 2010 and 2009.Consolidated Balance Sheets as of December 31, 2011 and 2010.Consolidated Statements of Comprehensive Income and Changes in Total Equity for the years ended December 31, 2011, 2010 and 2009.Consolidated Statements of Cash Flows for the years ended December 31, 2011, 2010 and 2009.Notes to the Consolidated Financial Statements.Report of Independent Registered Public Accounting Firm.(2) The financial statement schedules are listed in the Index to Financial Statement Schedules on page FS‐1.(3) The exhibits are listed in the Index to Exhibits beginning on page E‐1.
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Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto dulyauthorized.
CIGNA CORPORATIONDate: February 23, 2012By: /s/ Ralph J. NicolettiName: Ralph J. NicolettiTitle: Executive Vice President and Chief Financial Officer (Principal Financial Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant and in the capacities indicated as ofFebruary 23, 2012.
Signature Title/s/ David M. Cordani Chief Executive Officer and Director (Principal Executive Officer)

David M. Cordani  /s/ Ralph J. Nicoletti Executive Vice President and Chief Financial Officer (Principal Financial Officer)

Ralph J. Nicoletti  /s/ Mary T. Hoeltzel Vice President and Chief Accounting Officer (Principal Accounting Officer)

Mary T. Hoeltzel  /s/ Eric J. Foss Director

Eric J. Foss  /s/ Isaiah Harris, Jr. Chairman of the Board

Isaiah Harris, Jr.  /s/ Jane E. Henney, M.D. Director

Jane E. Henney, M.D.  /s/ Roman Martinez IV Director

Roman Martinez IV  /s/ John M. Partridge Director

John M. Partridge  /s/ James E. Rogers Director

James E. Rogers  /s/ Joseph P. Sullivan Director

Joseph P. Sullivan  /s/ Eric C. Wiseman Director

Eric C. Wiseman  /s/ Donna F. Zarcone Director

Donna F. Zarcone  /s/ William D. Zollars Director

William D. Zollars  
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Report of Independent Registered Public Accounting Firm on Financial Statement Schedules FS‐2
SchedulesI  — Summary of Investments‐other than Investments in Related Parties — December 31, 2011 FS‐3II  — Condensed Financial Information of Cigna Corporation  — (Registrant) FS‐4III — Supplementary Insurance Information FS‐10IV — Reinsurance FS‐12V — Valuation and Qualifying Accounts and Reserves FS‐13Schedules other than those listed above are omitted because they are not required or are not applicable, or the required information is shown in the financial statements or notes thereto.
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To the Board of Directors and Shareholders of Cigna CorporationOur audits of the consolidated financial statements and of the effectiveness of internal control over financial reporting referred to in our report dated February 23, 2012 (which report and consolidatedfinancial statements are included under Item 8 in this Annual Report on Form 10‐K) also included an audit of the financial statement schedules listed in Item 15(a)(2) of this Form 10‐K. In our opinion,these financial statement schedules present fairly, in all material respects, the information set forth therein when read in conjunction with the related consolidated financial statements.
/s/  PricewaterhouseCoopers LLP  Philadelphia, Pennsylvania  February 23, 2012  
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Type of Investment Cost Fair Value

Amount at which shown
in the Consolidated

Balance SheetFixed maturities:Bonds:United States government and government agencies and authorities $ 552 $ 958 $ 958States, municipalities and political subdivisions 2,185 2,456 2,456Foreign governments 1,173 1,274 1,274Public utilities 84 88 88All other corporate bonds 9,378 10,401 10,401Asset backed securities:United States government agencies mortgage‐backed 9 9 9Other mortgage‐backed 74 80 80Other asset‐backed 778 927 927Redeemable preferred stocks 24 24 24
TOTAL FIXED MATURITIES  14,257  16,217  16,217Equity securities:Common stocks:Industrial, miscellaneous and all other 25 27 27Non redeemable preferred stocks 99 73 73
TOTAL EQUITY SECURITIES  124  100  100Commercial mortgage loans on real estate 3,301 3,301Policy loans 1,502 1,502Real estate investments 87 87Other long‐term investments 1,014 1,058Short‐term investments 225 225
TOTAL INVESTMENTS $ 20,510   $ 22,490
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(In millions)

For the year ended December 31,

2011 2010 2009Operating expenses:Interest $ 195 $ 176 $ 160Intercompany interest 19 26 80Other 92 129 68
TOTAL OPERATING EXPENSES  306  331  308Loss before income taxes (306) (331) (308)Income tax benefit (107) (106) (118)Loss of parent company (199) (225) (190)Equity in income of subsidiaries from continuing operations 1,526 1,570 1,491Shareholders’ income from continuing operations 1,327 1,345 1,301Income from discontinued operations, net of taxes ‐ ‐ 1
SHAREHOLDERS’ NET INCOME $ 1,327 $ 1,345 $ 1,302

See Notes to Financial Statements on pages FS-7 through FS-9.
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(In millions)

As of December 31,

2011 2010

ASSETS:Investments in subsidiaries $ 14,956 $ 14,384Other assets 793 568
TOTAL ASSETS   $ 15,749   $ 14,952

LIABILITIES:Intercompany $ 460 $ 3,718Short‐term debt 100 548Long‐term debt 4,869 2,180Other liabilities 1,976 1,861
TOTAL LIABILITIES    7,405    8,307

SHAREHOLDERS’ EQUITY:Common stock (shares issued, 366; 351; authorized, 600) 92 88Additional paid‐in capital 3,188 2,534Net unrealized appreciation — fixed maturities   739   529Net unrealized appreciation — equity securities  1  3Net unrealized depreciation — derivatives  (23)  (24)Net translation of foreign currencies  (3)  25Postretirement benefits liability adjustment  (1,507)  (1,147)Accumulated other comprehensive loss (793) (614)Retained earnings 11,143 9,879Less treasury stock, at cost (5,286) (5,242)
TOTAL SHAREHOLDERS’ EQUITY    8,344    6,645

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY   $ 15,749   $ 14,952

See Notes to Financial Statements on pages FS-7 through FS-9.
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(In millions)

For the year ended December 31,

2011 2010 2009Cash Flows from Operating Activities:Shareholders’ Net Income $ 1,327 $ 1,345 $ 1,302Adjustments to reconcile shareholders’ net income to net cash provided by operatingactivities:Equity in income of subsidiaries (1,527) (1,574) (1,494)(Income) from discontinued operations ‐ ‐ (1)Dividends received from subsidiaries 1,135 1,050 650Other liabilities (296) (294) (401)Other, net (91) 162 356Net cash provided by operating activities 548 689 412Cash Flows from Financing Activities:Net change in intercompany debt (3,258) (816) (579)Repayment of debt (449) (268) (199)Net proceeds on issuance of long‐term debt 2,661 543 346Issuance of common stock 734 64 30Common dividends paid (11) (11) (11)Repurchase of common stock (225) (201) ‐Net cash used in financing activities (548) (689) (413)Net increase (decrease) in cash and cash equivalents ‐ ‐ (1)Cash and cash equivalents, beginning of year ‐ ‐ 1Cash and cash equivalents, end of year $ ‐ $ ‐ $ ‐
See Notes to Financial Statements on pages FS-7 through FS-9.

CIGNA CORPORATION – 2011 Form 10-K – FS‐6



Back to Contents

The accompanying condensed financial statements should be read in conjunction with the Consolidated Financial Statements and the accompanying notes thereto in the Annual Report on Form 10‐K.Note 1—For purposes of these condensed financial statements, Cigna Corporation’s (the Company) wholly owned and majority owned subsidiaries are recorded using the equity basis of accounting.Certain reclassifications have been made to prior years’ amounts to conform to the 2011 presentation.Note 2—Short‐term and long‐term debt consisted of the following at December 31:
(In millions) December 31, 2011 December 31, 2010

Short-term:Commercial Paper $ 100 $ 100Current maturities of long‐term debt ‐ 448
TOTAL SHORT-TERM DEBT $ 100 $ 548

Long-term:Uncollateralized debt:2.75% Notes due 2016 $ 600 $ ‐5.375% Notes due 2017 250 2506.35% Notes due 2018 131 1318.5% Notes due 2019 251 2514.375% Notes due 2020 249 2495.125% Notes due 2020 299 2994.5% Notes due 2021 298 ‐4% Notes due 2022 743 ‐7.65% Notes due 2023 100 1008.3% Notes due 2023 17 177.875% Debentures due 2027 300 3008.3% Step Down Notes due 2033 83 836.15% Notes due 2036 500 5005.875% Notes due 2041 298 ‐5.375% Notes due 2042 750 ‐
TOTAL LONG-TERM DEBT $ 4,869 $ 2,180

On November 10, 2011, the Company issued $2.1 billion of long‐term debt as follows: $600 million of 5‐Year Notes due November 15, 2016 at a stated interest rate of 2.75% ($600 million, net ofdiscount, with an effective interest rate of 2.936% per year), $750 million of 10‐Year Notes due February 15, 2022 at a stated interest rate of 4% ($743 million, net of discount, with an effective interestrate of 4.346% per year) and $750 million of 30‐Year Notes due February 15, 2042 at a stated interest rate of 5.375% ($750 million, net of discount, with an effective interest rate of 5.542% per year).Interest is payable on May 15 and November 15 of each year beginning May 15, 2012 for the 5‐Year Notes and February 15 and August 15 of each year beginning February 15, 2012 for the 10‐Year and30‐Year Notes. The proceeds of this debt were used to reduce the intercompany payable balance with Cigna Holdings and ultimately used to fund the HealthSpring acquisition in 2012.
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The Company may redeem these Notes, at any time, in whole or in part, at a redemption price equal to the greater of:• 100% of the principal amount of the Notes to be redeemed; or• the present value of the remaining principal and interest payments on the Notes being redeemed discounted at the applicable Treasury Rate plus 30 basis points (5‐Year 2.75% Notes due 2016), 35basis points (10‐Year 4% Notes due 2022), or 40 basis points (30‐Year 5.375% Notes due 2042).In June 2011, the Company entered into a new five‐year revolving credit and letter of credit agreement for $1.5 billion, which permits up to $500 million to be used for letters of credit. This agreement isdiversified among 16 banks, with 3 banks each having 12% of the commitment and the remaining 13 banks with 64% of the commitment. The credit agreement includes options that are subject toconsent by the administrative agent and the committing banks, to increase the commitment amount to $2 billion and to extend the term past June 2016. The credit agreement is available for generalcorporate purposes, including as a commercial paper backstop and for the issuance of letters of credit. This agreement includes certain covenants, including a financial covenant requiring the Companyto maintain a total debt to adjusted capital ratio at or below 0.50 to 1.00. As of December 31, 2011, the Company had $4 billion of borrowing capacity within the maximum debt coverage covenant inthe agreement in addition to the $5.1 billion of debt outstanding. There were letters of credit of $118 million issued as of December 31, 2011.In March 2011, the Company issued $300 million of 10‐Year Notes due March 15, 2021 at a stated interest rate of 4.5% ($298 million, net of discount, with an effective interest rate of 4.683% per year)and $300 million of 30‐Year Notes due March 15, 2041 at a stated interest rate of 5.875% ($298 million, net of discount, with an effective interest rate of 6.008% per year). Interest is payable onMarch 15 and September 15 of each year beginning September 15, 2011. The proceeds of this debt were used for general corporate purposes, including the repayment of debt maturing in 2011.The Company may redeem these Notes, at any time, in whole or in part, at a redemption price equal to the greater of:• 100% of the principal amount of the Notes to be redeemed; or• the present value of the remaining principal and interest payments on the Notes being redeemed discounted at the applicable Treasury Rate plus 20 basis points (10‐Year 4.5% Notes due 2021) or 25basis points (30‐Year 5.875% Notes due 2041).During 2011, the Company repaid $449 million in maturing long‐term debt.In the fourth quarter of 2010, the Company entered into the following transactions related to its long‐term debt:• In December 2010 the Company offered to settle its 8.5% Notes due 2019, including accrued interest from November 1 through the settlement date. The tender price equaled the present value of theremaining principal and interest payments on the Notes being redeemed, discounted at a rate equal to the 10‐year Treasury Rate plus a fixed spread of 100 basis points. The tender offer priced at ayield of 4.128% and principal of $99 million was tendered, with $251 million remaining outstanding. The Company paid $130 million, including accrued interest and expenses, to settle the Notes,resulting in an after‐tax loss on early debt extinguishment of $21 million.• In December 2010 the Company offered to settle its 6.35% Notes due 2018, including accrued interest from September 16 through the settlement date. The tender price equaled the present value ofthe remaining principal and interest payments on the Notes being redeemed, discounted at a rate equal to the 10‐year Treasury Rate plus a fixed spread of 45 basis points. The tender offer priced at ayield of 3.923% and principal of $169 million was tendered, with $131 million remaining outstanding. The Company paid $198 million, including accrued interest and expenses, to settle the Notes,resulting in an after‐tax loss on early debt extinguishment of $18 million.• In December 2010, the Company issued $250 million of 4.375% Notes ($249 million net of debt discount, with an effective interest rate of 5.1%). The difference between the stated and effectiveinterest  rates  primarily  reflects  the  effect  of  treasury  locks.  Interest  is  payable  on  June  15  and  December  15  of  each  year  beginning  December  15,  2010.  These  Notes  will  mature  onDecember 15, 2020. The proceeds of this debt were used to fund the tender offer for the 8.5% Senior Notes due 2019 and the 6.35% Senior Notes due 2018 described above.In May 2010, the Company issued $300 million of 5.125% Notes ($299 million, net of debt discount, with an effective interest rate of 5.36% per year). Interest is payable on June 15 and December 15 ofeach year beginning December 15, 2010. These Notes will mature on June 15, 2020. The proceeds of this debt were used for general corporate purposes.
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The Company may redeem the Notes issued in 2010 at any time, in whole or in part, at a redemption price equal to the greater of:• 100% of the principal amount of the Notes to be redeemed; or• the present value of the remaining principal and interest payments on the Notes being redeemed discounted at the applicable Treasury Rate plus 25 basis points.Maturities of debt are as follows (in millions): none in 2012, 2013, 2014, 2015, $600 in 2016 and the remainder in years after 2016. Interest expense on long‐term and short‐term debt was $195 millionin 2011, $176 million in 2010, and $160 million in 2009. Interest paid on long‐term and short‐term debt was $179 million in 2011, $175 million in 2010, and $153 million in 2009.Note 3—Intercompany liabilities consist primarily of loans payable to Cigna Holdings, Inc. of $460 million as of December 31, 2011 and $3.7 billion as of December 31, 2010. The proceeds of the debtissuance in November 2011 of $2.1 billion (see Note 2) and the equity issuance of $629 million (see Note 5) were used to reduce the intercompany loan payable balance with Cigna Holdings andultimately used to fund the HealthSpring acquisition in 2012. Interest was accrued at an average monthly rate of 0.63% for 2011 and 0.61% for 2010.Note 4—As of December 31, 2011, the Company had guarantees and similar agreements in place to secure payment obligations or solvency requirements of certain wholly owned subsidiaries asfollows:• The Company has arranged for bank letters of credit in the amount of $36 million in support of its indirect wholly owned subsidiaries. As of December 31, 2011, approximately $33 million of theletters of credit were issued to support Cigna Global Reinsurance Company, an indirect wholly owned subsidiary domiciled in Bermuda. These letters of credit primarily secure the payment ofinsureds’ claims from run‐off reinsurance operations. As of December 31, 2011, approximately $3 million of the letters of credit were issued to provide collateral support for various other indirectlywholly owned subsidiaries of the Company.• Various indirect, wholly owned subsidiaries have obtained surety bonds in the normal course of business. If there is a claim on a surety bond and the subsidiary is unable to pay, the Companyguarantees payment to the company issuing the surety bond. The aggregate amount of such surety bonds as of December was $24 million.• The Company is obligated under a $27 million letter of credit required by the insurer of its high‐deductible self‐insurance programs to indemnify the insurer for claim liabilities that fall withindeductible amounts for policy years dating back to 1994.• The Company also provides solvency guarantees aggregating $34 million under state and federal regulations in support of its indirect wholly owned medical HMOs in several states.• The Company has arranged a $55 million letter of credit in support of Cigna Europe Insurance Company, an indirect wholly owned subsidiary. The Company has agreed to indemnify the banksproviding the letters of credit in the event of any draw. Cigna Europe Insurance Company is the holder of the letters of credit.• In addition, the Company has agreed to indemnify payment of losses included in Cigna Europe Insurance Company’s reserves on the assumed reinsurance business transferred from ACE. As ofDecember 31, 2011, the reserve was $88 million.In 2011, no payments have been made on these guarantees and none are pending. The Company provided other guarantees to subsidiaries that, in the aggregate, do not represent a material risk to theCompany’s results of operations, liquidity or financial condition.Note 5 ‐ On November 16, 2011, the Company issued 15.2 million shares of its common stock at $42.75 per share. Proceeds were $650 million ($629 million net of underwriting discount and fees). Theproceeds were used to reduce the intercompany loan payable balance with Cigna Holdings and ultimately used to fund the HealthSpring acquisition in January 2012.
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Segment
(In millions)

Deferred policy
acquisition costs

Future policy benefits
and contractholder

deposit funds

Medical claims
payable and

unpaid claims

Unearned
premiums and

feesYear Ended December 31, 2011:Health Care $ 51 $ 481 $ 1,229 $ 77Disability and Life 1 1,178 3,208 16International 1,192 1,338 411 381Run‐off Reinsurance ‐ 1,172 240 ‐Other Operations 68 12,977 160 27Corporate ‐ ‐ (7) ‐
TOTAL $ 1,312 $ 17,146 $ 5,241 $ 501Year Ended December 31, 2010:Health Care $ 54 $ 488 $ 1,400 $ 80Disability and Life 2 1,066 3,180 17International 998 1,173 288 288Run‐off Reinsurance ‐ 1,139 244 ‐Other Operations 68 12,790 159 31Corporate ‐ ‐ (8) ‐
TOTAL $ 1,122 $ 16,656 $ 5,263 $ 416Year Ended December 31, 2009:Health Care $ 60 $ 507 $ 1,098 $ 76Disability and Life 6 1,023 3,122 32International 808 1,003 228 282Run‐off Reinsurance ‐ 1,287 288 ‐Other Operations 69 12,800 161 37Corporate ‐ ‐ (8) ‐
TOTAL $ 943 $ 16,620 $ 4,889 $ 427
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 Premiums and
fees (1)

Net investment
income (2)

Benefit expenses
(1)(3)

Amortization of
deferred policy

acquisition
expenses

Other operating
expenses (4)           $ 13,181 $ 274 $ 8,265 $ 139 $ 5,1852,780 267 2,003 4 6442,990 96 1,697 185 81924 103 140 ‐ 265114 400 385 6 60‐ 6 ‐ ‐ 233$ 19,089 $ 1,146 $ 12,490 $ 334 $ 7,206           $ 13,319 $ 243 $ 8,670 $ 155 $ 5,0862,667 261 1,935 6 6992,268 82 1,255 145 63925 114 (22) ‐ 113114 404 395 6 53‐ 1 ‐ ‐ 248$ 18,393 $ 1,105 $ 12,233 $ 312 $ 6,838           $ 11,384 $ 181 $ 7,096 $ 141 $ 4,7422,634 244 1,922 6 6701,882 69 1,080 146 49129 113 (146) ‐ (273)112 407 398 6 62‐ ‐ (16) ‐ 191$ 16,041 $ 1,014 $ 10,334 $ 299 $ 5,883

(1) Amounts presented are shown net of the effects of reinsurance. See Note 7 to the Consolidated Financial Statements included in Cigna’s 2011 Annual Report on Form 10-K.
(2) The allocation of net investment income is based upon the investment year method, the identification of certain portfolios with specific segments, or a combination of both.
(3) Benefit expenses include Health Care medical claims expense and other benefit expenses.
(4) Other operating expenses include mail order pharmacy cost of goods sold, GMIB fair value (gain) loss and other operating expenses, and excludes amortization of deferred policy
acquisition expenses.
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(In millions) Gross amount
Ceded to other

companies
Assumed from

other companies Net amount

Percentage
of amount

assumed to netYear Ended December 31, 2011:Life insurance in force $ 606,587 $ 53,088 $ 9,163 $ 562,662 1.6%Premiums and fees:Life insurance and annuities $ 1,990 $ 280 $ 40 $ 1,750 2.3%Accident and health insurance 17,352 167 154 17,339 0.9%
TOTAL $ 19,342 $ 447 $ 194 $ 19,089 1.0%Year Ended December 31, 2010:Life insurance in force $ 566,841 $ 44,335 $ 9,734 $ 532,240 1.8%Premiums and fees:Life insurance and annuities $ 2,026 $ 264 $ 107 $ 1,869 5.7%Accident and health insurance 16,272 173 425 16,524 2.6%
TOTAL $ 18,298 $ 437 $ 532 $ 18,393 2.9%Year Ended December 31, 2009:Life insurance in force $ 544,687 $ 50,011 $ 71,107 $ 565,783 12.6%Premiums and fees:Life insurance and annuities $ 1,909 $ 297 $ 305 $ 1,917 15.9%Accident and health insurance 13,476 156 804 14,124 5.7%
TOTAL $ 15,385 $ 453 $ 1,109 $ 16,041 6.9%
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Description
(In millions)

Balance at
beginning of

period

Charged
(Credited) to costs

and expenses (1)

Charged
(Credited) to

other accounts (2)
Other deductions

- Describe (3)
Balance at end of

period

2011:Investment asset valuation reserves:Commercial mortgage loans $ 12 $ 16 $ ‐ $ (9) $ 19Allowance for doubtful accounts:Premiums, accounts and notes receivable $ 49 $ 4 $ (1) $ (7) $ 45Deferred tax asset valuation allowance $ 23 $ 4 $ 15 $ ‐ $ 42Reinsurance recoverables $ 10 $ (5) $ ‐ $ ‐ $ 5
2010:Investment asset valuation reserves:Commercial mortgage loans $ 17 $ 24 $ ‐ $ (29) $ 12Allowance for doubtful accounts:Premiums, accounts and notes receivable $ 43 $ 11 $ ‐ $ (5) $ 49Deferred tax asset valuation allowance $ 116 $ (93) $ ‐ $ ‐ $ 23Reinsurance recoverables $ 15 $ (5) $ ‐ $ ‐ $ 10
2009:Investment asset valuation reserves:Commercial mortgage loans $ 3 $ 17 $ ‐ $ (3) $ 17Allowance for doubtful accounts:Premiums, accounts and notes receivable $ 50 $ (2) $ ‐ $ (5) $ 43Deferred tax asset valuation allowance $ 126 $ (2) $ ‐ $ (8) $ 116Reinsurance recoverables $ 23 $ (7) $ ‐ $ (1) $ 15
(1) 2010 amount for deferred tax asset valuation allowance primarily reflects the resolution of a federal tax matter. See Note 19 to the Consolidated Financial Statements.
(2) 2011 increase to deferred tax asset valuation allowance reflects effects of the acquisition of First Assist in November 2011.
(3) 2011 and 2010 amounts for commercial mortgage loans primarily reflects charge-offs upon sales and repayments, as well as transfers to foreclosed real estate.
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Number Description Method of Filing2.1  Agreement and Plan of Merger dated as of October 24, 2011 by andamong Cigna Corporation, Cigna Magnolia Corp. andHealthSpring, Inc.* Filed as Exhibit 2.1 to the registrant’s Form 8‐K on October 27, 2011and incorporated herein by reference.
2.2  Voting Agreement dated as of October 24, 2011 among CignaCorporation and Herbert A. Fritch Filed as Exhibit 2.3 to the registrant’s Form 8‐K on October 26, 2011and incorporated herein by reference.3.1  Restated Certificate of Incorporation of the registrant as last amendedOctober 28, 2011 Filed as Exhibit 3.1 to the registrant’s Form 10‐Q for the quarterlyperiod ended September 30, 2011 and incorporated herein byreference.3.2  By‐Laws of the registrant as last amended and restatedOctober 20, 2010 Filed as Exhibit 3.1 to the registrant’s Form 8‐K on October 26, 2010and incorporated herein by reference.4.1 (a) Indenture dated August 16, 2006 between Cigna Corporation and U.S.Bank National Association Filed as Exhibit 4.1 to the registrant’s Form S‐3ASR on August 17, 2006and incorporated herein by reference. (b) Supplemental Indenture No. 1 dated March 7, 2008 between CignaCorporation and U.S. Bank National Association Filed as Exhibit 4.1 to the registrant’s Form 8‐K on November 14, 2006and incorporated herein by reference. (c) Supplemental Indenture No. 2 dated March 7, 2008 between CignaCorporation and U.S. Bank National Association Filed as Exhibit 4.1(c) to the registrant’s Form 10‐Q for the quarterlyperiod ended March 31, 2011 and incorporated herein by reference (d) Supplemental Indenture No. 3 dated March 7, 2008 between CignaCorporation and U.S. Bank National Association Filed as Exhibit 4.1 to the registrant’s Form 8‐K on March 10, 2008 andincorporated herein by reference. (e) Supplemental Indenture No. 4 dated March 7, 2008 between CignaCorporation and U.S. Bank National Association Filed as Exhibit 99.2 to the registrant’s Form 8‐K on May 12, 2009 andincorporated herein by reference. (f) Supplemental Indenture No. 5 dated March 7, 2008 between CignaCorporation and U.S. Bank National Association Filed as Exhibit 99.2 to the registrant’s Form 8‐K on May 28, 2010 andincorporated herein by reference. (g) Supplemental Indenture No. 6 dated March 7, 2008 between CignaCorporation and U.S. Bank National Association Filed as Exhibit 99.2 to the registrant’s Form 8‐K on December 9, 2009and incorporated herein by reference. (h) Supplemental Indenture No. 7 dated March 7, 2011 between CignaCorporation and U.S. Bank National Association Filed as Exhibit 4.1 to the registrant’s Form 8‐K on March 8, 2011 andincorporated herein by reference. (i) Supplemental Indenture No. 8 dated November 10, 2011 betweenCigna Corporation and U.S. Bank National Associated Filed as Exhibit 4.1 to the registrant’s Form 8‐K on November 14, 2011and incorporated herein by reference.4.2  Indenture dated January 1, 1994 between Cigna Corporation andMarine Midland Bank Filed as Exhibit 4.2 to the registrant’s Form 10‐K for the year endedDecember 31, 2009 and incorporated herein by reference.4.3  Indenture dated June 30, 1988 between Cigna Corporation andBankers Trust Filed as Exhibit 4.3 to the registrant’s Form 10‐K for the year endedDecember 31, 2009 and incorporated herein by reference.Exhibits 10.1 through 10.27 are identified as compensatory plans, management contracts or arrangements pursuant to Item 15 of Form 10‐K.10.1  Deferred Compensation Plan for Directors of Cigna Corporation, asamended and restated January 1, 1997 Filed herewith.
10.2  Deferred Compensation Plan of 2005 for Directors of CignaCorporation, Amended and Restated effective April 28, 2010 Filed as Exhibit 10.2 to the registrant’s Form 10‐K for the year endedDecember 31, 2010 and incorporated herein by reference.10.3  Cigna Corporation Non‐Employee Director Compensation Programamended and restated effective January 1, 2012 Filed herewith.
10.4  Cigna Restricted Share Equivalent Plan for Non‐Employee Directors asamended and restated effective January 1, 2008 Filed as Exhibit 10.3 to the registrant’s Form 10‐K for the year endedDecember 31, 2007 and incorporated herein by reference.10.5  Cigna Corporation Director Equity Plan Filed as Exhibit 10.3 to the registrant’s Form 10‐Q for the quarterlyperiod ended March 31, 2010 and incorporated herein by reference.10.6  Cigna Corporation Compensation Program for Independent ViceChairman/Chairman of the Board of Directors Filed as Exhibit 10.1 to the registrant’s Form 10‐Q for the quarterlyperiod ended September 30, 2009 and incorporated herein byreference.10.7  Cigna Corporation Stock Plan, as amended and restated throughJuly 2000 Filed as Exhibit 10.7 to the registrant’s Form 10‐K for the year endedDecember 31, 2009 and incorporated herein by reference.10.8 (a) Cigna Stock Unit Plan, as amended and restated effective July 22, 2008 Filed as Exhibit 10.1 to the registrant’s Form 10‐Q for the quarterlyperiod ended September 30, 2008 and incorporated herein byreference. (b) Amendment No. 1 to the Cigna Stock Unit Plan, as amended andrestated effective July 22, 2008 Filed as Exhibit 10.3 to the registrant’s Form 10‐Q for the quarterlyperiod ended June 30, 2010 and incorporated herein by reference.10.9  Cigna Executive Severance Benefits Plan as amended and restatedeffective April 27, 2010 Filed as Exhibit 10.2 to the registrant’s Form 10‐Q for the quarterlyperiod ended June 30, 2010 and incorporated herein by reference.10.10  Description of Severance Benefits for Executives in Non‐Change ofControl Circumstances Filed as Exhibit 10.10 to the registrant’s Form 10‐K for the year endedDecember 31, 2009 and incorporated herein by reference.10.11  Description of Cigna Corporation Strategic Performance Share Program Filed as Exhibit 10.1 to the registrant’s Form 10‐Q for the quarterlyperiod ended March 31, 2010 and incorporated herein by reference.10.12  Cigna Executive Incentive Plan amended and restated as ofJanuary 1, 2008 Filed as Exhibit 10.8 to the registrant’s Form 10‐K for the year endedDecember 31, 2007 and incorporated herein by reference.10.13 (a) Cigna Long‐Term Incentive Plan as amended and restated effective asof April 28, 2010 Filed as Exhibit 10.2 to the registrant’s Form 10‐Q for the quarterlyperiod ended March 31, 2010 and incorporated herein by reference. (b) Amendment No. 1 to the Cigna Long‐Term Incentive Plan as amendedand restated effective as of April 28, 2010 Filed as Exhibit 10.1 to the registrant’s Form 10‐Q for the quarterlyperiod ended June 30, 2010 and incorporated herein by reference. (c) Amendment No. 2 to the Cigna Long‐Term Incentive Plan as amendedand restated effective as of April 28, 2010 Filed as Exhibit 10.1 to the registrant’s Form 10‐Q for the quarterlyperiod ended March 31, 2011 and incorporated herein by reference.10.14  Cigna Deferred Compensation Plan, as amended and restatedOctober 24, 2001 Filed herewith.
10.15  Cigna Deferred Compensation Plan of 2005 effective as ofJanuary 1, 2005 Filed as Exhibit 10.12 to the registrant’s Form 10‐K for the year endedDecember 31, 2007 and incorporated herein by reference.10.16 (a) Cigna Supplemental Pension Plan as amended and restated effectiveAugust 1, 1998 Filed as Exhibit 10.15(a) to the registrant’s Form 10‐K for the yearended December 31, 2009 and incorporated herein by reference.



 (b) Amendment No. 1 to the Cigna Supplemental Pension Plan, amendedand restated effective as of September 1, 1999 Filed as Exhibit 10.15(b) to the registrant’s Form 10‐K for the yearended December 31, 2009 and incorporated herein by reference. (c) Amendment No. 2 dated December 6, 2000 to the Cigna SupplementalPension Filed herewith.
10.17 (a) Cigna Supplemental Pension Plan of 2005 effective as ofJanuary 1, 2005 Filed as Exhibit 10.15 to the registrant’s Form 10‐K for the year endedDecember 31, 2007 and incorporated herein by reference. (b) Amendment No. 1 to the Cigna Supplemental Pension Plan of 2005 Filed as Exhibit 10.1 to the registrant’s Form 10‐Q for the quarterlyperiod ended June 30, 2009 and incorporated herein by reference.10.18  Cigna Supplemental 401(k) Plan effective January 1, 2010 Filed as Exhibit 10.17 to the registrant’s Form 10‐K for the year endedDecember 31, 2009 and incorporated herein by reference.10.19  Description of Cigna Corporation Financial Services Program Filed as Exhibit 10.18 to the registrant’s Form 10‐K for the year endedDecember 31, 2009 and incorporated herein by reference.10.20  Schedule regarding Amended Deferred Stock Unit Agreements effectiveDecember 31, 2008 with Mr. Murabito and Form of Amended DeferredStock Unit Agreement Filed as Exhibit 10.20 to the registrant’s Form 10‐K for the year endedDecember 31, 2008 and incorporated herein by reference.
10.21  Form of Cigna Long‐Term Incentive Plan: Nonqualified Stock Optionand Grant Letter Filed herewith.
10.22  Form of Cigna Long‐Term Incentive Plan: Restricted Stock Grant andGrant Letter Filed herewith.
10.23  Form of Cigna Long‐Term Incentive Plan: Restricted Stock Unit Grantand Grant Letter Filed as Exhibit 10.27 to the registrant’s Form 10‐K for the year endedDecember 31, 2010 and incorporated herein by reference.10.24  Bertram L. Scott’s Offer of Employment dated May 19, 2010 Filed as Exhibit 10.2 to the registrant’s Form 10‐Q for the quarterlyperiod ended March 31, 2011 and incorporated herein by reference.10.25  Agreement and Release dated April 27, 2011 with Carol Ann Petren Filed as Exhibit 99.1 to the registrant’s Form 8‐K filed on May 3, 2011and incorporated herein by reference.10.26  Ralph Nicoletti’s Offer of Employment dated April 27, 2011 Filed as Exhibit 10.1 to the registrant’s Form 8‐K filed on May 31, 2011and incorporated herein by reference.10.27  Agreement and Release executed December 9, 2011 with Bertram L.Scott Filed as Exhibit 10.1 to the registrant’s Form 8‐K filed onDecember 9, 2011 and incorporated herein by reference.12  Computation of Ratios of Earnings to Fixed Charges Filed herewith.21  Subsidiaries of the Registrant Filed herewith.23  Consent of Independent Registered Public Accounting Firm Filed herewith.31.1  Certification of Chief Executive Officer of Cigna Corporation pursuant toRule 13a‐14(a) or Rule 15d‐14(a) of the Securities Exchange Act of1934 Filed herewith.
31.2  Certification of Chief Financial Officer of Cigna Corporation pursuant toRule 13a‐14(a) or Rule 15d‐14(a) of the Securities Exchange Act of1934 Filed herewith.
32.1  Certification of Chief Executive Officer of Cigna Corporation pursuant toRule 13a‐14(b) or Rule 15d‐14(b) and 18 U.S.C. Section 1350 Furnished herewith.
32.2  Certification of Chief Financial Officer of Cigna Corporation pursuant toRule 13a‐14(b) or Rule 15d‐14(b) and 18 U.S.C. Section 1350 Furnished herewith.
* Schedules have been omitted pursuant to Item 601(b)(2) of Regulation S-K. The Company agrees to furnish supplementally to the Securities and Exchange Commission a copy of any
omitted schedule upon request.
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The registrant will furnish to the Commission upon request of any other instruments defining the rights of holders of long‐term debt.Shareholders may obtain copies of exhibits by writing to Cigna Corporation, Shareholder Services Department, 1601 Chestnut Street, Philadelphia, PA 19192.
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