Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

| QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2013
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

for the transition period from to

Commission file number 1-08323

Cigna Corporation

(Exact name of registrant as specified in its cegrt

Delaware 06-1059331
(State or other jurisdiction of incorporation organization) (I.R.S. Employer Identification N¢
900 Cottage Grove Road Bloomfield, Connectict 06002
(Zip Code)

(Address of principal executive office
(860) 22¢-6000

Registran’s telephone number, including area ct
(860) 22t-6741
Registran’s facsimile number, including area cc
Not Applicable
(Former name, former address and former fiscal ydathanged since last repol

Indicate by check mark YES NO

» whether the registrant (1) has filed all reportguieed to be filed by Section 13 or 15(d) of theBé#ies Exchange Act
1934 during the preceding 12 months (or for suateh period that the registrant was requiredl®duch reports), and | |Zl D
has been subject to such filing requirements fempist 90 day:

» whether the registrant has submitted electronicati¢ posted on its corporate Web site, if any, \elrieractive Data Fi
required to be submitted and posted pursuant te Bdb of Regulation $-during the preceding 12 months (or for < |Zl D
shorter period that the registrant was requiresbtamit and post such files

» whether the registrant is a large accelerated filieraccelerated filer, a non-accelerated fileig emaller reporting company. See definitionslafde accelerated
filer”, “accelerated fil¢” and“smaller reporting compa” in Rule 12I-2 of the Exchange Ac

Large accelerated filelz Accelerated fiIerD Non-accelerated fiIeD Smaller Reporting Comparly__l

O M|

» whether the registrant is a shell company (as ddfin Rule 12-2 of the Exchange Act

As of April 15, 2013, 285,322,450 shares of tisei€s’s common stock were outstanding.




Table of Contents

Cigna Corporation

INDEX
PART | FINANCIAL INFORMATION Page
Item 1. Financial Statements (Unaudite
Consolidated Statements of Income 1
Consolidated Statements of Comprehensive Income 2
Consolidated Balance She 3
Consolidated Statements of Changes in Total E¢ 4
Consolidated Statements of Cash Flows 5
Notes to the Consolidated Financial Statem 6
Item 2. Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior 42
Item 3. Quantitative and Qualitative Disclosures About MarRisk 73
Item 4. Controls and Procedur: 74
PART I  OTHER INFORMATION
Item 1. Legal Proceeding 75
Item 1.A. RiskFactors 76
Item 2. Unregistered Sales of Equity Securities and Uderoteed: 77
Item 4. Mine Safety Disclosure 77
Item 6. Exhibits 78
SIGNATURE 79
INDEX TO EXHIBITS E-1

As used herein, “Cigna” or the “Company” referote or more of Cigna Corporation and its consaidatubsidiaries.




Table of Contents

Part . FINANCIAL INFORMATION

ltem 1. FINANCIAL STATEMENTS

Cigna Corporation
Consolidated Statements of Income

Unaudited
Three Months Ended
March 31,
(In millions, except per share amour 201: 2012
Revenues
Premiums and fee $ 7,31¢ $ 6,107
Net investment incom 287 28¢
Mail order pharmacy revenu 42F 38¢€
Other revenue 18 (40)
Realized investment gains (losse
Otherthar-temporary impairments on fixed maturities, - (©)]
Other realized investment gai 13¢ 1€
Total realized investment gai 13¢ 13
Total revenues 8,18 6,75¢
Benefits and Expense
Global Health Care medical claims expe 4,047 3,31¢
Other benefit expens: 1,86- 82¢
Mail order pharmacy cost of goods s 344 321
GMIB fair value (gain; - (67)
Other operating expens 1,85¢ 1,807
Total benefits and expense 8,10¢ 6,20
Income before Income Taxe: 74 552
Income taxes (benefits
Current (201 13t
Deferred 11€ 4€
Total income taxes 15 181
Net Income 59 371
Less: Net Income Attributable to Redeemable Noncontlling Interest 2 -
Shareholders Net Income $ 57 $ 371
Shareholders’ Net Income Per Share:
Basic $ 0.2C $ 1.3C
Diluted $ 0.2C $ 1.2¢
Dividends Declared Per Share $ 0.04 $ 0.04

The accompanying Notes to the Consolidated FindiStetements are an integral part of these statesaen
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Cigna Corporation

Consolidated Statements of Comprehensive Income

Unaudited
Three Months Ended
March 31,
(In millions, except per share amour 201: 2012
Shareholder’ net income 57 $ 371
Shareholders’ other comprehensive income (loss):
Net unrealized appreciation (depreciation) on secities:
Fixed maturities (72) 23
Equity securitie: 2 1
Net unrealized appreciation (depreciation), on gges (70) 24
Net unrealized appreciation (depreciation), denes 3 (5)
Net translation of foreign currenci (58) 35
Postretirement benefits liability adjustm: 4C 11
Shareholder other comprehensive income (lo (85) 65
Shareholdel’ comprehensive income (los (28) 43€
Comprehensive income (loss) attributable to noncomdlling interest:
Net income attributable to redeemable noncontmliirierest 2 -
Other comprehensive (loss) attributable to redeéemaincontrolling interes (3) -
Total comprehensive income (loss (29) $ 43€

The accompanying Notes to the Consolidated FinduStatements are an integral part of these statesaen
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Cigna Corporation
Consolidated Balance Sheets

Unaudited
As of As of
(In millions, except per share amour March 31, 2013 December 31, 201
Assets
Investments
Fixed maturities, at fair value (amortized cos# $81; $15,481 $ 16,60( $ 17,70¢
Equity securities, at fair value (cost, $137; $1 131 111
Commercial mortgage loal 2,811 2,851
Policy loans 1,504 1,501
Real estat: 82 83
Other lon¢term investment 1,24¢ 1,25¢
Shor-term investment 122 154
Total investment 22,49¢ 23,66(
Cash and cash equivale 3,30¢ 2,97¢
Accrued investment incon 277 25¢
Premiums, accounts and notes receivable 1,94: 1,77
Reinsurance recoverabl 7,51¢ 6,25¢
Deferred policy acquisition cos 1,221 1,19¢
Property and equipme 1,10¢ 1,12(
Deferred income taxes, r 284 374
Goodwill 5,99( 6,007
Other assets, including other intangik 2,84¢ 2,35t
Separate account ass 7,95( 7,750
Total assets $ 54,93¢ $ 53,73«
Liabilities
Contractholder deposit fun $ 8,51C $ 8,50¢
Future policy benefit 9,53¢ 9,26t
Unpaid claims and claim expens 4,21¢ 4,06:
Global Health Care medical claims paya 2,00(¢ 1,85¢
Unearned premiums and fe 577 54¢
Total insurance and contractholder liabilit 24,84t 24,24(
Accounts payable, accrued expenses and otheiitied 6,97¢ 6,66
Shor-term debi 40C 201
Long-term deb 4,99t 4,98¢
Separate account liabiliti¢ 7,95( 7,751
Total liabilities 45,16¢ 43,85!
Contingencies— Note 17
Redeemable noncontrolling inter: ililE 114
Shareholders Equity
Common stock (par value per share, $0.25; shasaeds 366; authorized, 6C 92 92
Additional paic-in capital 3,30¢ 3,29t
Net unrealized appreciation, fixed maturit $ 811 $ 88¢
Net unrealized appreciation, equity securi 6 4
Net unrealized depreciation, derivati\ (25) (28)
Net translation of foreign currenci 11 68
Postretirement benefits liability adjustm: (1,559 (1,599
Accumulated other comprehensive i (756, (671
Retained earning 12,32¢ 12,33(
Less treasury stock, at ct (5,309 (5,277
Total shareholde’ equity 9,66( 9,76¢
Total liabilities and equit $ 54,93¢ $ 53,73«
Shareholders Equity Per Share $ 33.7¢ $ 34.1¢

The accompanying Notes to the Consolidated FinduStatements are an integral part of these statesaen

3




Table of Contents

Cigna Corporation

Consolidated Statements of Changes in Total Equity

Accumulated

Unaudited Additional Other Redeemabli
For the three months ended March 31, 201 Common Paid-in Comprehensive  Retainec Treasury  Shareholder¢ Noncontrolling
(In millions, except per share amour Stock Capital Loss Earnings Stock Equity Interest
Balance at January 1, 20 $ 92 $ 329 $ (671, $ 12,33C $ (5,277 $ 9,76¢ $ 114
Effect of issuing stock for employee benefit pl: 10 (48) 65 27
Other comprehensive lo (85) (85) 3)
Net income 57 57 2
Common dividends declared (per share: $C (11) (12)
Repurchase of common st (97 (97)
Balance at March 31, 201! $ 92 $ 3308 $ (756, $ 12,32¢ $ (5,309 9,66( $ 112
Additional Accumulated

Other Redeemabl:
For the three months ended March 31, 201 Common Paid-in Comprehensive  Retainec  Treasury Shareholder¢  Noncontrolling
(In millions, except per share amour Stock Capital Loss Earnings Stock Equity Interest
Balance at January 1, 20 $ 92 $ 318 $ (787, $ 10,787 $ (5,286 % 7,994 $
Effect of issuing stock for employee benefit pl: 80 (24) 86 14z
Other comprehensive incor 65 65
Net income 371 371
Common dividends declared (per share: $0 (12) (12)
Repurchase of common sto -
Balance at March 31, 2012 $ 92 §$ 326 $ (7220 $ 11,12: $ (5,200 $ 8,561 $

The accompanying Notes to the Consolidated FinduStatements are an integral part of these statesaen
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Cigna Corporation
Consolidated Statements of Cash Flows

Unaudited
Three Months Ended
March 31,
(In millions) 201 201z
Cash Flows from Operating Activities
Net income $ 5¢ $ 371
Adjustments to reconcile net income to net casbdus) / provided by operating activitie
Depreciation and amortizatic 15C 12¢€
Realized investment gail (139 (23)
Deferred income taxe 11€ 46
Gains on sale of business 4) (5)
Net changes in assets and liabilities, net o-operating effects
Premiums, accounts and notes receiv (158, (215)
Reinsurance recoverabl 32¢ (30)
Deferred policy acquisition cos (82) (47)
Other asset 10z 15&
Insurance liabilitie: 75C 637
Accounts payable, accrued expenses and othelitied (328 (166,
Current income taxe (110 10E
Cash used to effectively exit r-off reinsurance busine (2,475 -
Other, ne (15) (23
Net cash (used in) / provided by operating activiés (805 941
Cash Flows from Investing Activities
Proceeds from investments sc
Fixed maturities 95¢ 221
Equity securitie: 3 -
Commercial mortgage loal 4€ 165
Other (primarily sho-term and other lor-term investments 221 30C
Investment maturities and repaymel
Fixed maturities 38¢€ 317
Equity securitie: 9 -
Commercial mortgage loal 9 36
Investments purchase
Fixed maturities (383 (831)
Equity securitie: (27) -
Commercial mortgage loal (15) (180;
Other (primarily sho-term and other lor-term investments (121 (167,
Property and equipment purcha (84) (81)
Acquisitions and dispositions, net of cash acqu (40) (3,199
Net cash provided by / (used in) investing activiéis 962 (3,419
Cash Flows from Financing Activities
Deposits and interest credited to contractholdpodi funds 363 261
Withdrawals and benefit payments from contracthott#gosit fund: (332 (231,
Change in cash overdraft positi 3 22
Net change in shc-term debr 19¢ 123
Repayment of lor-term debi - (326,
Repurchase of common sta (77) -
Issuance of common sto 3€ 45
Net cash provided by / (used in) financing activigs 18t (106
Effect of foreign currency rate changes on cashcaisti equivalent (14) 5
Net increase / (decrease) in cash and cash equis 32¢ (2,579
Cash and cash equivalents, Janual 2,97¢ 4,69(
Cash and cash equivalents, March $ 3,30¢ $ 2,111
Supplemental Disclosure of Cash Information
Income taxes paid, net of refur $ 12 $ 22
Interest paic $ 7C $ 54

The accompanying Notes to the Consolidated FinduStatements are an integral part of these states
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CIGNA CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (UNAUDITED)

Note 1— Basis of Presentation

Cigna Corporation was incorporated in the StatBelaware in 1981. Various businesses that are itbescin its Annual Report on Form XO-
for the fiscal year ended December 31, 2012 (“26b2m 10-K”") are conducted by its insurance and other subsidiarAs used in tr
document, “Cigna”, the “Company”, “we” and “oumiay refer to Cigna Corporation itself, one or mofés subsidiaries, or Cigna Corporali
and its consolidated subsidiaries. The Consolidtamancial Statements include the accounts of &Li@Qorporation and its significe
subsidiaries. Intercompany transactions and acsooate been eliminated in consolidation. Theses@ladated Financial Statements w
prepared in conformity with accounting principlengrally accepted in the United States of AmeliGAQAP").

The Company is a global health services organigatiith a mission to help its customers improve rthealth, wellbeing and sense

security. Its insurance subsidiaries are majowvipgeys of medical, dental, disability, life and &t insurance and related products

services, the majority of which are offered throwmployers and other groups (e.g. governmentahandjovernmental organizations, uni
and associations). Cigna also offers Medicare aadidAid products and health, life and accidentramsce coverages primarily to individual:
the U.S. and selected international markets. lditi@ to its ongoing operations described abowe, €ompany also has certain roif-
operations, including a Run-off Reinsurance segment

The interim consolidated financial statements araudited but include all adjustments (includingmal recurring adjustments) necessar
the opinion of management, for a fair statemerfinaicial position and results of operations far freriods reported. The interim consolid
financial statements and notes should be read mjuootion with the Consolidated Financial Statersemmtd Notes in the Compasy201.
Form 10-K.

The preparation of interim consolidated financiatesments necessarily relies heavily on estimaldds and certain other factors, such as
seasonal nature of portions of the health carerelated benefits business as well as competitigdeadiner market conditions, call for cautiol
estimating full year results based on interim ressof operations. Certain reclassifications haventiade to prior period amounts to confor
the current presentation. In particular, as altefuthe changes in segment reporting discussetiduin Note 16, benefits expense ama
previously reported in Other Benefits Expense Far international health care business have bedassifted to Global Health Care Medi
Claims Expense in the Consolidated Statement afhrecfor the three months ended March 31, 2012.

Note 2— Recent Accounting Pronouncements

Reporting of Amounts Reclassified Out of Accumuldt®©ther Comprehensive Incom¢'AOCI”) (Accounting Standards Update (“ASUY
2013-02). Effective January 1, 2013, the Company adoptedrinancial Accounting Standards Board's (“FASBpdated guidance on
reporting of items of AOCI reclassified to net inte. The updated guidance requires disclosurdseadffect of items reclassified out of AC
into net income on each individual line item in giatement of income. See Note 14 for the Compamytated disclosures.

Disclosures about Offsetting Assets and LiabilitigsSU 201-11). The FASBS new requirements to disclose information on lzogoss ar
net basis for certain derivatives, repurchase audrse repurchase agreements, and securities ograwd lending transactions that are e
offset in accordance with specific criteria or ®dbjto a master netting or similar arrangement ineceffective January 1, 2013. There wer
effects to the Company’s financial statements b&eao transactions or arrangements were subjéitése new disclosure requirements.

Fees Paid to the Federal Government by Health Insts (ASU 2011-06). In 2011, the FASB issued accounting guidancettier healt
insurance industry assessment (the “fee”) mandayetthe Patient Protection and Affordable Care éft2010 (“Health Care Reform”)The
fee will be levied on health insurers beginnin2014 based on a ratio of an insusenet health insurance premiums written for thevipres
calendar year compared to the U.S. health insurarmhestry total. In addition, because these fedk generally not be tax deductible,

Companys effective tax rate is expected to be adverselyanted in future periods. Under the guidance,liddglity for the fee will be
estimated and recorded in full each year beginming014 when health insurance is first provided.cdresponding deferred cost will
recorded and amortized over the calendar year. aifmaunt of the fees is expected to be materidipatih the Company is unable to estir
the impact of these fees on shareholders’ net iecand the effective tax rate.
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Note 3 — Acquisitions and Dispositions

The Company may from time to time acquire or digpofassets, subsidiaries or lines of business.fufther information on the effective e
from the guaranteed minimum death benefits (“GMDBd guaranteed minimum income benefits (“GMIBYsiness, see Note 6. Ot
significant transactions are described below.

A. Joint Venture Agreement with Finansbank

On November 9, 2012, the Company acquired 51% eftttal shares of Finans Emeklilik ve Hayat A.Siifans Emekililik”),a Turkist
insurance company, from Finansbank A.S. (“Finankhara Turkish retail bank, for a cash purchase pricaggroximately $116 milliol
Finansbank continues to hold 49% of the total shalféhans Emeklilik operates in life insurance,ideat insurance and pension proc
markets. The acquisition provides Cigna opportasitio reach and serve the growing middle class ebankTurkey through Finansbarsk’
network of retail banking branches.

In accordance with GAAP, the total purchase priceluding the redeemable noncontrolling interes$di1 million, has been allocated to
tangible and intangible net assets acquired basedamagemers’ estimates of their fair value. Accordingly, appneoately $113 million wa
allocated to identifiable intangible assets, prilgaa distribution relationship and the value ofsmess acquired (“VOBA"}hat represents t
present value of the estimated net cash flows fitteriong duration contracts in force, with the renmey $116 million recorded as goodw
The identifiable intangible assets will be amortizever an estimated useful life of approximatelyyg@rs. Goodwill has been allocated tc
Global Supplemental Benefits segment and is notctdule for federal income tax purposes.

The redeemable noncontrolling interest is classifie temporary equity in the Compasfonsolidated Balance Sheet because Finansba
the right to require the Company to purchase % 4&erest for the value of its net assets andrtfogce business in 15 years.

The condensed balance sheet at the acquisitiomdast@s follows:

(In millions)
Investmentt $ 23
Cash and cash equivale 54
Value of business acquired (reported in Deferrditpacquisition costs in the Consolidated BalaSteet) 2€
Goodwill 11€
Separate account ass 9¢
Other assets, including other intangit 98
Total assets acquirec 41€
Insurance liabilitie: 58
Accounts payable, accrued expenses and otheiitiied 32
Separate account liabiliti¢ 9¢
Total liabilities acquired 18¢
Redeemable noncontrolling inter: 111
Net assets acquire $ 11€

The results of Finans Emeklilik have been includethe Companys Consolidated Financial Statements from the daéequisition. The pi
forma effects on total revenues and net incomenaisguthe acquisition had occurred as of Janua®012 were not material to the Comp
for the three months ended March 31, 2012.
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B. Acquisition of Great American Supplemental Beneafts Group

On August 31, 2012, the Company acquired Great AvaerSupplemental Benefits Group, one of the ldrgesviders of supplemental he¢
insurance products in the U.S. for $326 millionthacash from internal sources. The acquisitiorviges the Company with an increa
presence in the Medicare supplemental benefits ehatkalso extends the Company’s global direct@osumer retail channel as well as fur
enhances its distribution network of agents andkdm® Subsequent to the segment reporting chamg@812, results of this business
reported in the Global Supplemental Benefits segmen

In accordance with GAAP, the total purchase prias Ibeen allocated to the tangible and intangiblessets acquired based on managemen
estimates of their fair value. Approximately $I68lion was allocated to intangible assets, priryattie VOBA asset that will be amortizec
proportion to premium recognized over the life foé tontracts that is estimated to be 30 years. Azation will be higher in early years &
decline as policies lapse. Goodwill has been alégt#@o the Global Supplemental Benefits segmemntbs@ntially all of the goodwill is t:
deductible and will be amortized over the next &&rg for federal income tax purposes.

The condensed balance sheet at the acquisitiomdeatas follows:

(In millions)
Investments $ 211
Cash and cash equivale 3€
Reinsurance recoverabl 44¢
Goodwill 16¢
Value of business acquired (reported in Deferrditypacquisition costs in the Consolidated BalaSbeet, 144
Other assets, including other intangit 35
Total assets acquired 1,047
Insurance liabilitie: 707
Accounts payable, accrued expenses and otheiitied 9
Total liabilities acquired 71€
Net assets acquire $ 32¢€

The results of Great American Supplemental Benbfitge been included in the CompangZonsolidated Financial Statements from the dt
acquisition. The pro forma effects on total reveh@and net income assuming the acquisition hadri@mtas of January 1, 2012 were
material to the Company for the three months edaxth 31, 2012.

C. Acquisition of HealthSpring, Inc.

On January 31, 2012 the Company acquired the owlisig. shares of HealthSpring, Inc. (“HealthSprinfgh $55 per share in cash and Ci
stock awards, representing a cost of approximak8ly billion. HealthSpring provides Medicare Adtege coverage in 15 states and
District of Columbia, as well as a large, natios@indalone Medicare prescription drug business. Theiaitipn of HealthSpring strengthe
the Companys ability to serve individuals across their lifagts as well as deepens its presence in a numlmmogfraphic markets. T
addition of HealthSpring brings industry leading/gigian partnership capabilities and creates thmdpnity to deepen the Compasgxisting
client and customer relationships, as well as ifatéls a broader deployment of its range of heatti wellness capabilities and proc
offerings. The Company funded the acquisition \itiernal cash resources.
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Purchase price allocatior. In accordance with GAAP, the total purchase phes been allocated to the tangible and intangibteasse
acquired based on managemsmstimates of their fair values. Goodwill is netidctible for federal income tax purposes andl@ated to th
Government operating segment. The condensed leatdmeet of HealthSpring at the acquisition dateaga®llows:

(In millions)

Investment $ 612
Cash and cash equivalel 49z
Premiums, accounts and notes receiv 32C
Goodwill 2,541
Intangible asset 79t
Other 9€
Total assets acquired 4,85¢
Insurance liabilitie: 50¢
Deferred income taxe 214
Debt 32¢
Total liabilities acquired 1,04~
Net assets acquired $ 3,811

In accordance with debt covenants, HealthSpsirtgbt obligation was paid immediately following thcquisition. This repayment is repo
as a financing activity in the statement of caskwl for the three months ended March 31, 2012.

The results of HealthSpring have been includethinGompanys Consolidated Financial Statements from the diatieecacquisition. Revenu
of HealthSpring included in the Company’s resuliisthe three months ended March 31, 2012 were appately $1.0 billion.

Pro forma information. The following table presents selected unauditedfprma information for the Company assuming thguésition o
HealthSpring had occurred as of January 1, 20His fgro forma information does not purport to reprg what the Compars/actual resul
would have been if the acquisition had occurredfdle date indicated or what such results woulébbany future periods.

Three Months Ended

(In millions, except per share amoun March 31, 2012
Total revenue $ 7,27
Shareholder net income $ 381
Earnings per shar
Basic $ 1.3
Diluted $ 1.32
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Note 4— Earnings Per Share (“‘EPS”)

Basic and diluted earnings per share were commagéddilows:

Effect of
(Dollars in millions, except per share amour Basic Dilution Diluted
Three Months Ended March &
2013
Shareholder' net income $ 57 $ 57
Shareg(in thousands)
Weighted averag 283,80 283,80«
Common stock equivalen 5,45¢ 5,45¢
Total share: 283,80 5,45¢ 289,25t
EPS $ 0.2C $ . $ 0.2C
2012
Shareholder net income $ 371 $ 371
Shareg(in thousands)
Weighted averag 285,15¢ 285,15¢
Common stock equivalen 3,84( 3,84(
Total share: 285,15¢ 3,84( 288,99¢
EPS $ 1.3C $ (0.02 $ 1.2¢

The following outstanding employee stock optionsemsot included in the computation of diluted eagsi per share because their effect w
have increased diluted earnings per share (arttidiluas their exercise price was greater thanatherage share price of the Company’
common stock for the period.

Three Months Ended
March 31,
(In millions) 2013 2012

Antidilutive options - 3.8

The Company held 80,302,892 shares of common $totieasury as of March 31, 2013, and 77,847,2@0eshas of March 31, 2012.

Note 5— Global Health Care Medical Claims Payable

Medical claims payable for the Global Health Cargraent reflects estimates of the ultimate costiafrs that have been incurred but not
reported, those that have been reported but nopaiet (reported claims in process), and other nadigpenses payable that is prime
comprised of accruals for incentives and other antpayable to health care professionals and tiasiliThe liability for incurred but not y
reported claims is the majority of the reserve hedaas follows:

March 31, December 31

(In millions) 201 2012
Incurred but not yet reporte $ 1,717 $ 1,541
Reported claims in proce 190 242
Physician incentives and other medical expenselba 93 72
Medical claims payable $ 2,000 $ 1,85¢
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Activity in medical claims payable was as follows:

For the period ended
March 31, December 31

(In millions) 201: 201z
Balance at January $ 1,856 $ 1,30¢
Less: Reinsurance and other amounts recove 242 24¢
Balance at January 1, r 1,614 1,05¢
Acquired net - 504
Incurred claims related ti

Current yea 4,164 14,42¢

Prior years (117) (200

Total incurrec 4,047 14,22¢
Paid claims related tt

Current yea 2,694 12,85«

Prior years 1,162 1,32(

Total paid 3,856 14,17
Ending Balance, n¢ 1,805 1,61¢
Add: Reinsurance and other amounts recovel 195 24z
Ending Balance $ 2,000 $ 1,85¢

Reinsurance and other amounts recoverable reflacuats due from reinsurers and policyholders toecamcurred but not reported ¢
pending claims for minimum premium products andaieradministrative services only business wheeeripht of offset does not exist. ¢
Note 6 for additional information on reinsurandeor the three months ended March 31, 2013, actysreence differed from the Compé's
key assumptions resulting in favorable incurredesarelated to prior yearshedical claims payable of $117 million, or 0.8%lwé current ye:
incurred claims as reported for the year ended MDbee 31, 2012. Actual completion factors accourfd$47 million, or 0.3% of tF
favorability while actual medical cost trend reedlin the remaining $70 million, or 0.5%.

For the year ended December 31, 2012, actual experidiffered from the Compamsykey assumptions, resulting in favorable incucikadms
related to prior yearsmedical claims payable of $200 million, or 2.2%tbhé& current year incurred claims as reported fer yhar ende
December 31, 2011. Actual completion factors actegifor $91 million, or 1.0% of favorability whilectual medical cost trend resulted in
remaining $109 million, or 1.2%.

The impact of prior year development on sharehsldest income was $48 million for the three monthsezhilarch 31, 2013 compared w
$41 million for the three months ended March 31120The favorable effect of prior year developmientboth years primarily reflects Ic
utilization of medical services, as well as the atipof the medical loss ratio (MLR) rebate accrublhie change in the amount of the incu
claims related to prior years in the medical clapagable liability does not directly correspondato increase or decrease in the Company
shareholders’ net income recognized for the foltmyieasons:

First, the Company consistently recognizes theaaiztlibest estimate of the ultimate liability witha level of confidence, as required
actuarial standards of practice that require thbillties be adequate under moderately adverseittmmsl As the Company establishes
liability for each incurral year, the Company eresuthat its assumptions appropriately consider mately adverse conditions. When a por
of the development related to the prior year inedirclaims is offset by an increase determined apj@i® to address moderately adv
conditions for the current year incurred claimg @ompany does not consider that offset amounaamdy any impact on shareholders!
income.

Second, as a result of the MLR provisions of théelRa Protection and Affordable Care Act, changesedical claim estimates due to p
year development may be offset by a change in thB k&bate accrua

11
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Third, changes in reserves for the Company’s rprotively experience-rated business do not alwaymct shareholdersiet income. For tt
Company’s retrospectively experience-rated businegs adjustments to medical claims payable on aetin deficit affect shareholdensé!
income. An increase or decrease to medical claiayalgle on accounts in deficit, in effect, accrueghe Company and directly impa
shareholdershet income. An account is in deficit when the acuolated medical costs and administrative chargeduding profit charge
exceed the accumulated premium received. Adjustnenimedical claims payable on accounts in surgkrserally accrue directly to t
policyholder with no impact on the Company’s shaitdérs’ net income. An account is in surplus when the acdatad premium receivi
exceeds the accumulated medical costs and administicharges, including profit charges.

The determination of liabilities for Global Healtare medical claims payable requires the Compamyalce critical accounting estimates.
Note 2(N) to the Consolidated Financial Statemantee Compan’'s 2012 Form 10-K.

Note 6— Reinsurance

The Companys insurance subsidiaries enter into agreements atfitr insurance companies to assume and cedeinaite. Reinsurance
ceded primarily to limit losses from large exposua@d to permit recovery of a portion of directsles Reinsurance is also used in acquit
and disposition transactions when the underwritbgpany is not being acquired. Reinsurance doegealieve the originating insurer
liability. The Company regularly evaluates theaficial condition of its reinsurers and monitorsitscentrations of credit risk.

Effective Exit of GMDB and GMIB Business

On February 4, 2013, the Company entered into ameatent with Berkshire Hathaway Life Insurance Camypof Nebraska (Berkshire)
effectively exit the GMDB and GMIB business via @insurance transaction. Berkshire reinsured 100%he Companys future clair
payments, net of retrocessional arrangements iceptaior to February 4, 2013. The reinsuranceeagest is subject to an overall limit
approximately $3.8 billion plus future premiumsleoted under the contracts being reinsured thdtheilpaid to Berkshire. The Comp:
estimates that these future premium amounts wiftdra $0.1 to $0.3 billion and, accordingly, exgetiture claims of approximately $4 billi
to be covered by the agreement.

This transaction resulted in an after-tax chargshareholders’ net income in the first quarter @12 of $507 million ($781 million préax
reported as follows: $727 million in other bereféxpense; $45 million in GMIB fair value (gains$ and $9 million in other operat
expenses). The reinsurance premium due to Berkahder the agreement was $2.2 billion, of whictbddillion was paid through March
2013. The unpaid premium of $0.7 billion as of March 2013 is included in Accounts payable, accrued esgemnd other liabilities in t
Consolidated Balance Sheet and was paid on April2083. The reinsurance premium was funded fromstle of investment assets,
benefits related to the transaction and availaatent cash.

Recoverables for GMDB and GMIB Busine:

The Company had reinsurance recoverables relatdtetGMDB business of approximately $1.4 billiorda®MIB assets of $1.1 billion as
March 31, 2013. Approximately 80% of the combined@B recoverables and GMIB assets of $2.5 billioa secured by assets in trust, le
of credit, or funds withheld or are not subjectctilection risk. Approximately $1.8 billion of theombined GMDB recoverables and GN
assets relate to the February 4, 2013 reinsuramaegement with Berkshire, including $0.7 billioar fthe cost of reinsurance (exces
premium over recorded reserves).

The following disclosures for the reinsured GMDBI&BMIB business provide further context to prioayeesults as well as activity in
assets and liabilities including the impacts of tti@surance transaction.

GMDB

The Company has historically estimated its lialedittor assumed and ceded GMDB exposures withtamial model using many scenarios
based on assumptions regarding lapse, future padigenders, claim mortality (deaths that resultlaims), interest rates (mean investr
performance and discount rate) and volatility. S&hassumptions are based on the Compaeyperience and future expectations ove
extended period, consistent with the long-term meadd this product.

In 2000, the Company determined that the GMDB raimsce business was premium deficient becauseettmded future policy bene
reserve was less than the expected present valdetwk claims and expenses less the expected ntreséue of future premiums a
investment income using revised assumptions basedctual and expected experience. The Companyg festpremium deficiency t
reviewing its reserve each quarter using curremketaonditions and its long-term assumptions. éfnd
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premium deficiency accounting, if the recorded resés determined insufficient, an increase torierve is reflected as a charge to cu
period income. The premium attributable to GMDBnfréhe reinsurance transaction with Berkshire wag@pmately $1.6 billion. Becau
this premium exceeded the recorded reserve on &gbd) 2013, the Company recorded a reserve strenigig of $0.7 billion ($0.5 billic
aftertax) in the first quarter of 2013. Subsequenth® teinsurance transaction on February 4, 2013,sanf reserve increase will hav
corresponding increase in the recorded reinsuraaceverable, provided that the increased recoveratinains within the overall lin
(including the GMIB asset).

The Companys dynamic hedge programs were discontinued duheditst quarter of 2013 due to the reinsuranceagent with Berkshire
These programs were used to reduce certain equityirderest rate exposures associated with thiméss. These hedge programs gene
losses of $32 million for the three months endeddW&1, 2013 and $87 million for the three monthdesl March 31, 2012 that were inclu
in Other Revenues. Prior to the hedge programsgbaiscontinued, amounts representing corresponaidgctions in liabilities for GMD
contracts were included in benefits and expenges.a result of discontinuing the hedge programs, ghowth rate assumption for
underlying equity funds was changed to use larg: historical averages, resulting in a decreagbe gross reserve liability and the offset
reinsurance recoverable.

For the full year ended December 31, 2012, a resgrengthening of $43 million ($27 million afteexx) was due primarily to reductions to
lapse rate assumptions, adverse interest rate tmypawd, to a lesser extent, an increase in thatiligl and correlation assumptions, parti
offset by favorable equity market conditions. Huverse interest rate impacts reflect managementisideration of the anticipated impac
continued low short-term interest rates.

Activity in future policy benefit reserves for tiEMDB business was as follows:

For the period ended

March 31, December 31
(In millions) 2012 2012
Balance at January $ 1,090 $ 1,17¢
Add: Unpaid claim: 24 4C
Less: Reinsurance and other amounts recove 42 5
Balance at January 1, r 1,072 1,157
Add: Incurred benefit 702 17
Less: Paid benefits (including $1,647 premium ferl8hire) 1,672 10z
Ending balance, nt 102 1,072
Less: Unpaid claim 23 24
Add: Reinsurance and other amounts recovel 1,371 42
Ending balance $ 1,450 $ 1,09(

Benefits paid and incurred are net of ceded amourds the three months ended March 31, 2013, iedupenefits reflect the February 4, 2
reinsurance transaction. The remaining retainsdrve in 2013 is to cover claims retained by then@any, as well as ongoing administra
expenses. Incurred benefits reflect the favorablenfavorable impact of a rising or falling equityarket on the liability, and include 1
charges discussed above.

The death benefit coverage in force for GMDB cartsassumed by the Company (and reinsured as ofidgb4, 2013) was $3.6 billion as
March 31, 2013 and $4 billion as of December 31,220The death benefit coverage in force represbetexcess of the guaranteed be
amount over the value of the underlying mutual fimeéestments for all contractholders (approximat@b,000 as of March 31, 2013 i
435,000 as of December 31, 2012). The aggregatee @&l the underlying mutual fund investments farsih GMDB contracts, assuming
reinsurance, was $13.7 billion as of March 31, 28d4@ $13.3 billion as of December 31, 2012.

GMIB

As discussed further in Note 8, because GMIB catdrare without significant life insurance riskeyhare not accounted for as insur:
products. Instead, the Company reports GMIB litibdi and assets as derivatives at fair value. TkiéBGasset is classified in Other ass
including other intangibles and the GMIB liability classified in Accounts payable, accrued expeaseésother liabilities in the Consolida
Balance Sheet. Disclosures related to fair vateérecluded in Note 8 and the derivative is furttlescribed under Note 10.

The February 4, 2013 transaction with Berkshireedbed above resulted in an increase in GMIB assepsesenting the increased
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receivable from that transaction. As of March 3112, GMIB assets include $0.5 billion from Berkshir

In addition, the GMIB business had GMIB assets @6%billion (classified in Other assets, includiather intangibles in the Consolida
Balance Sheet) from two other retrocessionaired &&arch 31, 2013.

Other Runroff

The Company’s Run-off Reinsurance operations atsuraed risks related to workemsdmpensation and personal accident business
purchased retrocessional coverage to reduce thefrisss on these contracts. The reinsurancevezables were $125 million as of March
2013. Of this amount, approximately 99% are satbreassets in a trust or letters of credit.

Other Reinsurance

Supplemental benefits businesThe Company had reinsurance recoverables of appetgly $394 million as of March 31, 2013 and ¢
million as of December 31, 2012 from Great Ameridafe Insurance Company resulting from the acqigritof Great Americarg
Supplemental Benefits business on August 31, 20i&.life insurance and annuity lines of businesistevr by the acquired legal entities w
fully reinsured by the seller as part of the tratisa. The resulting reinsurance recoverables ecared primarily by fixed maturities with bc
value equal to or greater than 100% of the reirtspadicy liabilities. These fixed maturities areldhén a trust established for the benefit of
Company.

Retirement benefits busine:.. The Company had reinsurance recoverables oftfilliéh as of March 31, 2013 and December 31, 2ba&th
Prudential Retirement Insurance and Annuity Compasylting from the sale of the retirement benédfiisiness, that was primarily in the fc
of a reinsurance arrangement. The reinsuranceeeaile, that is reduced as the Compamginsured liabilities are paid or directly assdrbg
the reinsurer, is secured primarily by fixed matesi whose book value is equal to or greater tf¥d of the reinsured liabilities. These fi.
maturities are held in a trust established forktbeefit of the Company. As of March 31, 2013, tleek value of the trust assets exceede
recoverable.

Individual life and annuity reinsurance The Company had reinsurance recoverables of $idrbéls of March 31, 2013 and December 31, .
from The Lincoln National Life Insurance Companyddrincoln Life & Annuity of New York resulting fronthe 1998 sale of the Compasy’
individual life insurance and annuity business tiglo indemnity reinsurance arrangements. The LinBtational Life Insurance Company
Lincoln Life & Annuity of New York must maintain specified minimum credit or claims paying rating tleey will be required to fully sect
the outstanding balance. As of March 31, 2013, lsotnpanies had ratings sufficient to avoid triggethis contractual obligation.

Ceded Reinsurance: Ongoing operation3. he Companys insurance subsidiaries have reinsurance recdesréiftom various reinsuran
arrangements in the ordinary course of businesstf§o6Global Health Care, Global Supplemental Besedind Group Disability and Li
segments as well as the non-leveraged and leveagpdrateswned life insurance business. Reinsurance reables of $346 million as
March 31, 2013 are expected to be collected fromerttzan 80 reinsurers.

The Company reviews its reinsurance arrangemeit&stablishes reserves against the recoverabthe ivent that recovery is not considt
probable. As of March 31, 2013, the Company’s recables related to these segments were net oéeveesf $3 million.

Summary.The Companys reserves for underlying reinsurance exposurasrass by the Company, as well as for amounts reatlerfron
reinsurers and retrocessionaires for both ongopegations and the ruoff reinsurance operation, are considered appriepaa of March 3
2013, based on current information. The Comparysothe risk of loss if its reinsurers and retrst@saires do not meet or are unable to |
their reinsurance obligations to the Company.
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Effects of reinsurance. In the Companys Consolidated Statements of Income, Premiums eesl Were net of ceded premiums, and -
benefits and expenses were net of reinsurance @gesyin the following amounts:

Three Months Ended

March 31,

(In millions) 2012 2012
Ceded premiums and fees

Individual life insurance and annuity business $ 46 $ 51
Other 79 66
Total $ 12& $ 117
Reinsurance recoveries

Individual life insurance and annuity business $ 88 $ 68
Other (262 54
Total $ (174 $ 122

As noted in the GMDB section above, recoveriestierthree months ended March 31, 2013 are neteoiittpact of a decrease in reinsur:
recoverables due to a change in the growth ratengstton, resulting from the discontinuance of tieeldpe programs following the reinsura
transaction with Berkshire.

Note 7— Realignment and Efficiency Plan

During the third quarter of 2012, in connectionhwihe execution of its strategy, the Company comeahito a series of actions to furt
improve its organizational alignment, operatiorfé¢aiveness, and efficiency. As a result, the @any recognized charges in other oper:
expenses of $77 million pre-tax ($50 million aftar) in the third quarter of 2012 consisting priityaof severance costs. Summarized belc
activity in the liability for the three months emti®larch 31, 2013:

(In millions) Severance Real estate Total

Balance, January 1, 20. $ 67 $ 4 3% 71
Less: Paymeni 8 1 9
Balance, March 31, 201 $ 50 $ 3 $ 62

The severance costs are expected to be substaptid in 2013.

Note 8— Fair Value Measurements

The Company carries certain financial instrumenttaa value in the financial statements includiiitged maturities, equity securities, short:
term investments and derivatives. Other financistruments are measured at fair value under cectaiditions, such as when impaired.

Fair value is defined as the price at which antasseld be exchanged in an orderly transaction betwmarket participants at the balance ¢
date. A liability’s fair value is defined as the amount that wouldpaiel to transfer the liability to a market paniant, not the amount tt
would be paid to settle the liability with the citedl.

The Companys financial assets and liabilities carried at f@ilue have been classified based upon a hieraretiyed by GAAP. The hierarc
gives the highest ranking to fair values determinsithg unadjusted quoted prices in active markatsdientical assets and liabilities (Leve
and the lowest ranking to fair values determinddgimethodologies and models with unobservabletmfiLevel 3). An asset’s or a liability’
classification is based on the lowest level of ingmat is significant to its measurement. For epkema financial asset or liability carried at
value would be classified in Level 3 if unobsenrealniputs were significant to the instrumenfidir value, even though the measurement m
derived using inputs that are both observable (Isev@nd 2) and unobservable (Level 3).
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The Company estimates fair values using prices fitaind parties or internal pricing methods. Faalue estimates received from thipdsty
pricing services are based on reported trade #ctand quoted market prices when available, ané@rotharket information that a mar
participant may use to estimate fair value. Theerimal pricing methods are performed by the Comijmiyvestment professionals,
generally involve using discounted cash flow anedysncorporating current market inputs for simfiaancial instruments with compara
terms and credit quality, as well as other qualigafactors. In instances where there is littlenor market activity for the same or sim
instruments, fair value is estimated using methausels and assumptions that the Company belietypathetical market participant wou
use to determine a current transaction price. & kaiation technigues involve some level of esfiiomaand judgment that becomes signific
with increasingly complex instruments or pricingdets.

The Company is responsible for determining faiuealas well as the appropriate level within the ¥alue hierarchy, based on the significe
of unobservable inputs. The Company reviews ntitlogies, processes and controls of thoedty pricing services and compares prices
test basis to those obtained from other externialngr sources or internal estimates. The Comparjopms ongoing analyses of both pr
received from thirdparty pricing services and those developed intgrrial determine that they represent appropriatenases of fair value
The controls completed by the Company and thady pricing services include reviewing to endinag prices do not become stale and whi
changes from prior valuations are reasonable arire@dditional review. The Company also perfosasiple testing of sales values to con
the accuracy of prior fair value estimates. Exioestidentified during these processes indicateabpistments to prices are infrequent an
not significantly impact valuations.

Financial Assets and Financial Liabilities Carriedat Fair Value

The following tables provide information as of Mar81, 2013 and December 31, 2012 about the Compdimgncial assets and liabilit
carried at fair value. Similar disclosures for age account assets, which are also recordedratalae on the Company’ Consolidate
Balance Sheets, are provided separately as gain®sses related to these assets generally actaotiyto policyholders.

Quoted Prices ir Significant
Active Markets for Significant Other Unobservable
March 31, 2013 Identical Asset: Observable Inputs Inputs
(In millions) (Level 1) (Level 2° (Level 3) Total
Financial assets at fair valt
Fixed maturities
Federal government and ager $ 132 $ 71t $ = $ 847
State and local governme - 2,401 - 2,401
Foreign governmer - 1,21¢ 24 1,24z
Corporate = 10,42: 584 11,00¢
Federal agency mortge-backec - 107 - 107
Other mortgag-backec - 82 1 83
Other ass«-backec - 26¢ 645 914
Total fixed maturitied<? 13z 15,21 1,25¢ 16,60(
Equity securitie: 6 91 34 131
Subtotal 13¢ 15,30¢ 1,28¢ 16,73:
Shor-term investment - 122 - 122
GMIB asset«?) - - 1,115 1,117
Other derivative asse®) - 7 - 4
Total financial assets at fair value, excluding segyate
accounts $ 13¢ $ 15,43¢ $ 2,40¢ $ 17,977
Financial liabilities at fair value
GMIB liabilities $ > $ > $ 1,09¢ $ 1,09¢
Other derivative liabilitie() - 28 - 28
Total financial liabilities at fair valu $ - $ 28 $ 1,09¢ $ 1,125

(1)  Fixed maturities included $810 million of net apgie¢ion required to adjust future policy benefits the runeff settlement annuity business including $103ionilbf appreciation fc
securities classified in Level 3.

(2) The GMIB assets represent retrocessional contracpgace from three external reinsurers that cotrex exposures on these contracts.

(3) Other derivative assets included $6 million of iet# rate and foreign currency swaps qualifyingcash flow hedges and $1 million of interest ratejgsvnot designated as accoun
hedges. Other derivative liabilities reflecteddign currency and interest rate swaps qualifyingash flow hedges. See Note 10 for additionakiméion.
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Quoted Prices ir Significant
Active Markets for Significant Other Unobservable
December 31, 201 Identical Asset: Observable Inputs Inputs
(In millions) (Level 1) (Level 2) (Level 3) Total
Financial assets at fair valt
Fixed maturities
Federal government and aget $ 15€ $ 746 $ - 3 902
State and local governme - 2,437 - 2,437
Foreign governmer - 1,29¢ 24 1,322
Corporate - 11,20: 69t 11,89¢
Federal agency mortge-backec - 122 - 122
Other mortgac-backec - 88 1 89
Other ass«-backec - 34C 597 937
Total fixed maturitie<t 15€ 16,23: 1,31 17,70¢
Equity securitie: 4 73 34 111
Subtotal 16C 16,30¢ 1,351 17,81¢
Shor-term investment - 154 - 154
GMIB asset«? - - 622 622
Other derivative asse®) - 41 - 41
Total financial assets at fair value, excluding segyate accounts $ 16C $ 16,50( $ 1,97 % 18,63
Financial liabilities at fair value
GMIB liabilities $ = $ - $ 1,17C $ 1,17(C
Other derivative liabilitie:®) - 31 - 31
Total financial liabilities at fair valu $ - $ 31 $ 1,17C $ 1,201

(1) Fixed maturities included $875 million of net apgiegion required to adjust future policy benefits the runeff settlement annuity business including $108ionilbf appreciation fc

securities classified in Level 3.

(2) The GMIB assets represent retrocessional contracpgace from two external reinsurers that coveb&d6 of the exposures on these contracts.
(3) Other derivative assets included $5 million of iet rate and foreign currency swaps qualifyingcash flow hedges and $36 million of interest rat@ss not designated as accoun
hedges. Other derivative liabilities reflecteddign currency and interest rate swaps qualifyingash flow hedges. See Note 10 for additionakiméion.

Level 1 Financial Assets

Inputs for instruments classified in Level 1 incddudnadjusted quoted prices for identical asseéetive markets accessible at the measure
date. Active markets provide pricing data for @aaccurring at least weekly and include exchaagdslealer markets.

Assets in Level 1 include actively-traded U.S. gomeent bonds and exchanligted equity securities. Given the narrow defamtof Level :
and the Company’s investment asset strategy tomiagiinvestment returns, a relatively small portodrthe Companygs investment assets

classified in this category.

Level 2 Financial Assets and Financial Liabilities

Inputs for instruments classified in Level 2 inauduoted prices for similar assets or liabilitiasaictive markets, quoted prices from tt
willing to trade in markets that are not activeptiter inputs that are market observable or carob®borated by market data for the term o
instrument. Such other inputs include market ggerates and volatilities, spreads and yield @ instrument is classified in Level 2 if

Company determines that unobservable inputs aignifisant.
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Fixed maturities and equity securities. Approximately 91% of the Comparg/investments in fixed maturities and equity sdmsiar
classified in Level 2 including most public and vate corporate debt and equity securities, fedagancy and municipal bonds, non
government mortgage-backed securities and prefetomdks. Because many fixed maturities do notetidally, thirdparty pricing services a
internal methods often use recent trades of séesinivith similar features and characteristics. Wheeent trades are not available, pri
models are used to determine these prices. Theselscalculate fair values by discounting futuastcflows at estimated market inte
rates. Such market rates are derived by calcglatie appropriate spreads over comparable U.Sslirgaecurities, based on the credit qu
industry and structure of the asset. Typical is@rtd assumptions to pricing models include, baihat limited to, a combination of benchrr
yields, reported trades, issuer spreads, liquidignchmark securities, bids, offers, reference,datd industry and economic events.
mortgagebacked securities, inputs and assumptions mayimathade characteristics of the issuer, collatetaitaites, prepayment speeds
credit rating.

Nearly all of these instruments are valued usimgmétrades or pricing models. Less than 1% ofdfrevalue of investments classified in Le
2 represent foreign bonds that are valued, comsistéh local market practice, using a single unatfd marketbservable input derived
averaging multiple broker-dealer quotes.

Short-term investmentsare carried at fair value, which approximates cOst.a regular basis the Company compares marketgfor thes
securities to recorded amounts to validate thateotircarrying amounts approximate exit prices. $hertterm nature of the investments .
corroboration of the reported amounts over theihglgeriod support their classification in Level 2.

Other derivativesclassified in Level 2 represent over-tbednter instruments such as interest rate anddioreurrency swap contracts. F
values for these instruments are determined usiakeh observable inputs including forward curre@ey interest rate curves and wic
published market observable indices. Credit redited to the counterparty and the Company is densdl when estimating the fair value
these derivatives. However, the Company is largedyected by collateral arrangements with coursteigs, and determined that no adjustr
for credit risk was required as of March 31, 20t ®ecember 31, 2012. The nature and use of thibge derivatives are described in Note 10.

Level 3 Financial Assets and Financial Liabilities
Certain inputs for instruments classified in Le8edre unobservable (supported by little or no miaakévity) and significant to their resulti
fair value measurement. Unobservable inputs refllee Companys best estimate of what hypothetical market pgdicis would use

determine a transaction price for the asset oilitiplt the reporting date.

The Company classifies certain newly issued, pelyaplaced, complex or illiquid securities, as wadl assets and liabilities relating to GIv
in Level 3.

Fixed maturities and equity securities Approximately 8% of fixed maturities and equsgcurities are priced using significant unobsem
inputs and classified in this category, including:

March 31, December 31

(In millions) 2013 201z
Other asset and mortge-backed securitie- valued using pricing mode $ 646 $ 59¢
Corporate and government fixed maturit- valued using pricing mode 484 59¢€
Corporate fixed maturitie- valued at transaction pris 124 12¢
Equity securitie- valued at transaction prit 34 34
Total $ 1,288 $ 1,351

Fair values of other asset and mortghgeked securities, corporate and government fixaturties are primarily determined using pric
models that incorporate the specific charactegstit each asset and related assumptions inclutimgntvestment type and structure, ct
quality, industry and maturity date in comparisorctirrent market indices, spreads and liquiditpsdets with similar characteristics. For ¢
asset and mortgadecked securities, inputs and assumptions to grigiay also include collateral attributes and prepayt speeds. Rec
trades in the subject security or similar secgitiee assessed when available, and the Companwglstayeview published research, as we
the issues financial statements, in its evaluation. Appnoxiely 10% of fixed maturities classified in Lev&lrepresent single, unadjust
non-binding broker quotes that are not considered maokservable. Certain subordinated corporate fimedturities and private equ
investments, representing approximately 10% of sl included in Level 3, are valued at transattprice in the absence of market 1
indicating a change in the estimated fair values.
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Quantitative Information about Unobservable Inputs

The following tables summarize the fair value aigghificant unobservable inputs used in pricing Ue3securities that were developed dire
by the Company as of March 31, 2013 and Decembe2@2. The range and weighted average basis aaiatints reflect the Compasybes
estimates of the unobservable adjustments a mpakgtipant would make to the market observableags (adjustment to discount rates)
to calculate the fair values in a discounted cisln &nalysis.

Other asset and mortgage-backed securitieShe significant unobservable inputs used to véheefollowing other asset and mortgdupeke:
securities are liquidity and weighting of credireads. An adjustment for liquidity is made ashef measurement date when there is lin
trading activity for the security that considergrent market conditions, issuer circumstances amdptexity of the security structure.
adjustment to weight credit spreads is needed leeva more complex bond structure with multiple entglng collateral with no stande
market valuation technique. The weighting of cresfireads is primarily based on the underlying atethls characteristics and th
proportional cash flows supporting the bond oblma. The resulting wide range of unobservableistdjents in the table below is due to
varying liquidity and quality of the underlying ¢ateral, ranging from high credit quality to belinvestment grade.

Corporate and government fixed maturitiesThe significant unobservable input used to vahesfollowing corporate and government fi
maturities is an adjustment for liquidity. Wherté is limited trading activity for the security) adjustment is needed to reflect current mi
conditions and issuer circumstances.

Unobservable Adjustmen
to Discount Rates Rang

As of March 31, 2012 (Weighted Average
(In millions except basis point Fair Value Unobservable Input in Basis Points
Other asset and mortgebacked securitie $ 632 Liquidity 6C-510 (140

Weighting of credit sprea 11C-4,830 (43C
Corporate and government fixed maturit $ 331 Liguidity 75-675 (170

Unobservable Adjustmen
to Discount Rates Rang

As of December 31, 201 _ (Weighted Average
(In millions except basis point Fair Value Unobservable Input in Basis Points
Other asset and mortgebacked securitie $ 584 Liquidity 60- 410 (140

Weighting of credit sprea 50- 4,540 (41C
Corporate and government fixed maturit $ 43¢ Liquidity 20- 640 (190

Significant increases in any of these inputs waelsult in a lower fair value measurement while dases in these inputs would result
higher fair value measurement. Generally, the sapkable inputs are not interrelated and a changéhé assumption used for «
unobservable input is not accompanied by a chamdgbe other unobservable input. The tables doinatide Level 3 securities where 1
value and significant unobservable inputs were dmteloped directly by the Company, including sd@siusing single, unadjusted non
binding broker quotes and securities valued atstation price. See the preceding discussion reagatde Company valuation processes ¢
controls.

Guaranteed minimum income benefit contractsAs discussed in Note 6, the Company effectivelyeskihe GMIB business as a result of
February 4, 2013 agreement with Berkshire. Althotigese GMIB assets and liabilities must contiruubd reported as derivatives at fair ve
the only assumption that is expected to impactréutiet income is the risk of nonperformance. Hsisumption reflects a market participant’
view of the risk of the Company not fulfilling itSMIB obligations (GMIB liability), or the reinsursrcredit risk (GMIB asset). Further deti
about the nonperformance risk assumption, togetitarother assumptions for the GMIB contracts, dissussed below.

The Company reports GMIB liabilities and assetsl@svatives at fair value because cash flows o$eh@bilities and assets are affecte:
equity markets and interest rates, but are witls@nificant life insurance risk and are settledump sum payments. Under the terms of t
written and purchased contracts, the Company pesdtig receives and pays fees based on either acthinlders’account values or depos
increased at a contractual rate. The Companyalth pay and receive cash depending on changesauiat values and interest rates w
contractholders first elect to receive minimum im&paymentsThe Company estimates the fair value of the assadsliabilities for GMIE
contracts with an internal model run over many ades using assumptions, including nonperformaiste r

The nonperformance risk adjustment is incorporateddding an additional spread to the discountiratbe calculation of both (1) the GM
liability to reflect a market participant’s view tfe risk of the Company not fulfilling its GMIB &gations, and (2) the
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GMIB asset to reflect a market participant’s viefithee reinsurers’ credit risk, after consideringdlai®ral. The estimated markietplied sprea
is company-specific for each party involved to theent that compangpecific market data is available and is basedhdastry averages f
similarly-rated companies when compaspecific data is not available. The spread is ttgxhby the credit default swap spreads of theisp
parent companies, adjusted to reflect subsidiagedit ratings relative to their parent company ang available collateral. The additio
spread over LIBOR incorporated into the discoui# ranged from 5 to 130 basis points for the GM#bility with a weighted average of
basis points and ranged from 0 to 90 basis poortshie GMIB reinsurance asset with a weighted ageiaf 30 basis points for that portior
the interest rate curve most relevant to theseiggli

Other assumptions that affect the GMIB asset aaloiliy include capital market assumptions (inchglimarket returns, interest rates
market volatilities of the underlying equity andnidomutual fund investments) and future annuitattalb@r (including mortality, lapse, a
annuity election rates). As certain assumptioredus estimate fair values for these contractslangely unobservable (primarily relatec
future annuitant behavior), the Company classii®4éiB assets and liabilities in Level 3.

The Company regularly evaluates each of the assonspiised in establishing these assets and liabiliBignificant decreases in assumed |
rates or spreads used to calculate nonperformaske ar increases in assumed annuity election ratesld result in higher fair val
measurements. A change in one of these assumjigions necessarily accompanied by a change irhanassumption.

GMIB liabilities are reported in the CompasyConsolidated Balance Sheets in Accounts payabdeued expenses and other liabilities. G
assets associated with these contracts represemégevables in connection with reinsurance tha& €ompany has purchased from t
external reinsurers and are reported in the Conip&@gnsolidated Balance Sheets in Other assetsidimg other intangibles.

Changes in Level 3 Financial Assets and Financialidbilities Carried at Fair Value

The following tables summarize the changes in fim@nassets and financial liabilities classified libvel 3 for the three months en
March 31, 2013 and 2012. These tables excluderaepaccount assets as changes in fair values edetlassets accrue directly
policyholders. Gains and losses reported in thabkes may include net changes in fair value thatadtributable to both observable
unobservable inputs.

For the Three Months Ended March 31, 201: Fixed Maturitie &
(In millions) Equity Securities GMIB Assets GMIB Liabilities GMIB Net
Balance at January 1, 20 $ 1,351 $ 62z $ (1,170 $ (548
Gains (losses) included in sharehol’ net income

GMIB fair value gain/(loss - (49) 49 -

Other 6 1 - 1
Total gains (losses) included in sharehol’ net income 6 (48) 49 1
Losses included in other comprehensive inc (2) - - -
(Iig)sses required to adjust future policy benefitsstettlement annuitie: 5) _ _ _
Purchases, sales and settleme

Purchase 5 - - -

Sales (12) - - -

Settlement: (51) 543 22 56¢
Total purchases, sales and settlem (58) 543 22 56E
Transfers into/(out of) Level :

Transfers into Level 54 - - -

Transfers out of Level (59) - - -
Total transfers into/(out of) Level (5) - - -
Balance at March 31, 20: $ 1,28t $ 1,117 $ (1,099 $ 18

Total gains (losses) included in shareholde’ net income
attributable to instruments held at the reporting date $ 2 % 48 $ 49 $ 1
(1) Amounts do not accrue to shareholders.
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For the Three Months Ended March 31, 201: Fixed Maturities &
(In millions) Equity Securities GMIB Assets GMIB Liabilities GMIB Net
Balance at January 1, 20 $ 1,002 $ 71z $ (1,333 $ (621
Gains (losses) included in sharehol’ net income

GMIB fair value gain/(loss - (86) 152 67

Other - - - -
Total gains (losses) included in sharehol’ net income - (86) 153 67
Gains included in other comprehensive incc 8 - - -
(Ii?sses required to adjust future policy benefitssiettlement annuitie:! 11 ) ) )
Purchases, sales and settleme

Purchase 37 - - -

Settlement: (3) (9) 18 9
Total purchases, sales and settlem 34 (9) 18 9
Transfers into/(out of) Level <

Transfers into Level 73 - - -

Transfers out of Level (34) - - -
Total transfers into/(out of) Level 39 - - -
Balance at March 31, 20: $ 1,07: $ 617 $ (1,162 $ (545

Total gains (losses) included in shareholde’ net income
attributable to instruments held at the reporting date $ - $ 86) $ 152 $ 67

(1) Amounts do not accrue to shareholders.

As noted in the tables above, total gains and osssuded in shareholders’ net income are reftbatehe following captions in the
Consolidated Statements of Income:

e Realized investment gains (losses) and net invegtmeome for amounts related to fixed maturitied aquity securities; and
e GMIB fair value (gain) loss for amounts relatedaMIB assets and liabilities.

In the tables above, gains and losses includethigrcomprehensive income are reflected in netalizel appreciation (depreciation) on
securities in the Consolidated Statements of Gfleenprehensive Income.

Reclassifications impacting Level 3 financial instrents are reported as transfers into or out oL éwvel 3 category as of the beginning of the
quarter in which the transfer occurs. Therefoliegand losses in income only reflect activity floe period the instrument was classified in
Level 3.

Transfers into or out of the Level 3 category oogben unobservable inputs, such as the Compangtsaséimate of what a market participant
would use to determine a current transaction pieepme more or less significant to the fair vahesasurement. For the three months ended
March 31, 2013 and March 31, 2012, transfers betesel 2 and Level 3 primarily reflect the chamgeignificance of the unobservable
inputs used to value certain public and privatgooate bonds, principally related to liquidity bktsecurities and credit risk of the issuers.

Because GMIB reinsurance arrangements remain éctedt the reporting date, the Company has refldtte total gain or loss for the period as
the total gain or loss included in income attrilinlgato instruments still held at the reporting dattowever, the Company reduces the GMIB
assets and liabilities resulting from these reiasoe arrangements when annuitants lapse, die tecbenefit, or reach the age after whicl
right to elect their benefit expires.
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Separate account assets

Fair values and changes in the fair values of s¢paaccount assets generally accrue directly tpthieyholders and are excluded from
Company’s revenues and expenses. As of March®8B and December 31, 2012 separate account assetaw/follows:

Quoted Prices ir Significant
Active Markets for Significant Other Unobservable
March 31, 2013 Identical Asset: Observable Inputs Inputs
(In millions) (Level 1 (Level 2 (Level 3 Total
Guaranteed separate accounts (See Not $ 247  $ 31C $ - % 557
Non-guaranteed separate accou®) 1,88( 4,50z 1,011 7,39%
Total separate account asse! $ 2,127 % 481 $ 1,011 $ 7,95(
(1) As of March 31, 2013, non-guaranteed sepaaatmunts included $3.5 billion in assets supportimg Company’s pension plans, including $960 nriliitassified in Level 3.
Quoted Prices ir Significant
Active Markets for Significant Other Unobservable
December 31, 201 Identical Asset: Observable Inputs Inputs
(In millions) (Level 1) (Level 2) (Level 3 Total
Guaranteed separate accounts (See Not $ 24t % 324 % - % 56¢
Non-guaranteed separate accou) 1,92¢ 4,25¢ 1,00t 7,18¢
Total separate account assel $ 2,17C % 458;. $ 1,008 $ 7,757

(1) As of December 31, 2012, non-guaranteed sépaecounts included $3.4 billion in assets sugpgrthe Company’s pension plans, including $956ionilclassified in Level 3.

Separate account assets in Level 1 include excHéstgd equity securities. Level 2 assets prirydriclude:

e corporate and structured bonds valued using reraes of similar securities or pricing models tiiatount future cash flows at estime
market interest rates as described above; and

* activelytraded institutional and retail mutual fund inveshts and separate accounts priced using the dztilgsset value which is the €
price.

Separate account assets classified in Level 3 declovestments primarily in securities partnershigsl estate and hedge funds gene
valued based on the separate accsuatinership share of the equity of the investedudiog changes in the fair values of its underl
investments.
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The following tables summarize the changes in sgpaccount assets reported in Level 3 for theethmenths ended March 31, 2013 and
March 31, 2012.

Three Months Ended March 31,

(In millions) 2012 201z
Balance at January $ 1,008 $ 75C
Policyholder gain(®) 7 18
Purchases, sales and settleme

Purchase 31 184

Sales - -

Settlement: (30) (11)
Total purchases, sales and settlem 1 173
Transfers into/(out of) Level :

Transfers into Level - 3

Transfers out of Level (2) (1)
Total transfers into/(out of) Level (2) 2
Balance at March 31, $ 1,011 $ 943

(1) Included in this amount are gains of $7 milliattributable to instruments still held at March,2013 and gains of $12 million attributable tstruments still held at March 31, 2012.
Assets and Liabilities Measured at Fair Value und€ertain Conditions

Some financial assets and liabilities are not edr&t fair value each reporting period, but mayreasured using fair value only under cel
conditions, such as investments in real estatdietind commercial mortgage loans when they bedowpaired. During the three mon
ended March 31, 2013, there were no write-downsefal estate entities or commercial mortgage loans.

For the three months ended March 31, 2012, impairedgage loans representing less than 1% of iméastments were written down to tt
fair values resulting in realized investment losse$2 million after tax.

Fair Value Disclosures for Financial Instruments No Carried at Fair Value
Most financial instruments that are subject to failue disclosure requirements are carried in thm@nys Consolidated Financial Statem:

at amounts that approximate fair value. The follgyviable provides the fair values and carrying e@alaf the Compang’financial instrumen
not recorded at fair value that are subject tovaiue disclosure requirements at March 31, 201BRecember 31, 2012.

Classification in March 31, 201! December 31, 201

the Fair Value Fair Carrying Fair Carrying

(In millions) Hierarchy Value Value Value Value

Commercial mortgage loal Level 2 $ 294: % 2811 $ 299¢ $ 2,857
Contractholder deposit funds, excluding univergal |

products LevelZ $ 1,082 $ 1,05¢ $ 1,08 $ 1,05¢
Long-term debt, including current maturities, exiihg

capital lease LevelZ $ 5761 $ 498t $ 5821 $ 4,98¢

The fair values presented in the table above haea lestimated using market information when aviglafhhe following is a description of
valuation methodologies and inputs used by the Gmmypo determine fair value.

Commercial mortgage loans The Company estimates the fair value of commen@tgage loans generally by discounting the @mitra
cash flows at estimated market interest ratesrtflct the Companyg’ assessment of the credit quality of the loanarkkt interest rates ¢
derived by calculating the appropriate spread ceenparable U.S. Treasury rates, based on the gyopee, quality rating and average life
the loan. The quality ratings reflect the relatiigk of the loan, considering debt service coverdlge loan-toralue ratio and other factors. F
values of impaired mortgage loans are based oedtmmated fair value of the
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underlying collateral generally determined usingraarnal discounted cash flow model. The fairugaineasurements were classified in L
3 because the cash flow models incorporate sigmfionobservable inputs.

Contractholder deposit funds, excluding universifiel products. Generally, these funds do not have stated matsirithgpproximately 55%
these balances can be withdrawn by the customamyatime without prior notice or penalty. The faalue for these contracts is the am
estimated to be payable to the customer as ofg@perting date, which is generally the carrying ealiMost of the remaining contracthol
deposit funds are reinsured by the buyers of thwitual life and annuity and retirement benefitsinesses. The fair value for these cont
is determined using the fair value of these buyassets supporting these reinsured contracts. Bnep&ny had a reinsurance recover
equal to the carrying value of these reinsuredractg. These instruments were classified in Level 3 bseaertain inputs are unobservi
(supported by little or no market activity) andréfgcant to their resulting fair value measurement.

Long-term debt, including current maturities, excludingapital leases The fair value of londerm debt is based on quoted market price
recent trades. When quoted market prices are vaikable, fair value is estimated using a discodrtash flow analysis and the Company’
estimated current borrowing rate for debt of simitams and remaining maturities. These measuresmeare classified in Level 2 because
fair values are based on quoted market priceshar aghputs that are market observable or can heloorated by market data.

Fair values of off-balance-sheet financial instratsevere not material.

Note 9— Investments

Total Realized Investment Gains and Losses

The following total realized gains and losses aregiments include other-tha@mporary impairments on debt securities, but elelamount
required to adjust future policy benefits for tha-off settlement annuity business:

Three Months Ended

March 31,
(In millions) 2013 201z
Fixed maturities $ 67 g 12
Equity securitie: 3 4
Commercial mortgage loal - 3)
Real estat - Q)
Other investments, including derivativ 69 1
Realized investment gains before income t: 139 13
Less income taxe 46 1
Net realized investment gains $ 93 g 12

Included in pre-tax realized investment gains @s¥sabove were changes in valuation reserves, asetdowns and other-thaemporar
impairments on fixed maturities as follows:

Three Months Ended

March 31,
(In millions) 2013 2012
Creditrelated® $ = g (5)
Other - (1)
Total $ = g (6)
1) Credit related losses include other-theemporary declines in fair value of fixed matustiand changes in valuation reserves related to ceroiad mortgage loans. There were no credit losss

fixed maturities for which a portion of the impagnt was recognized in other comprehensive income.
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Fixed Maturities and Equity Securities

Securities in the following table are included ixel maturities and equity securities on the ComgpaiConsolidated Balance Sheets. T
securities are carried at fair value with changegair value reported in other realized investmgains (losses) and interest and divide
reported in net investment income. The Compsrybrid investments include preferred stock ortdszurities with call or conversi

features.
As of As ol
March 31, December 31
(In millions) 2013 201z
Included in fixed maturities
Trading securities (amortized cost: $1; $ 1 $ 1
Hybrid securities (amortized cost: $15; $ 15 15
Total $ 16 $ 1€
Included in equity securitie
Hybrid securities (amortized cost: $76; $ $ 63 $ 7C

The following information about fixed maturities adxdes trading and hybrid securities. The amadltizest and fair value by contract

maturity periods for fixed maturities were as fallat March 31, 2013:

Amortized Fair
(In millions) Cosl Value
Due in one year or le: $ 1,14¢ $ 1,16¢
Due after one year through five ye 5,04z 5,47
Due after five years through ten ye 4,69 5,31¢
Due after ten yeal 2,66¢ 3,52(
Mortgage and other as-backed securitie 963 1,104
Total $ 14,51t $ 16,58¢

Actual maturities could differ from contractual maties because issuers
penalties. Also, in some cases the Company mandxnaturity dates.
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Gross unrealized appreciation (depreciation) oedixaturities (excluding trading securities andrliylsecurities with a fair value of $
million at March 31, 2013 and December 31, 2012}pe of issuer is shown below.

March 31, 2013

Amortized Unrealized Unrealized Fair
(In millions) Cost Appreciation Depreciation Value
Federal government and aget $ 482 $ 365 $ = $ 847
State and local governme 2,148 254 Q) 2,401
Foreign governmer 1,125 118 Q) 1,247
Corporate 9,797 1,212 (18) 10,99:
Federal agency mortge-backec 106 1 - 107
Other mortgag-backec 77 10 (4) 83
Other ass+-backec 780 135 (2) 91:
Total $ 14,515 $ 2,095 $ (26) $ 16,58¢
(In millions) December 31, 201,
Federal government and aget $ 509 $ 393 $ > $ 90z
State and local governme 2,169 270 2) 2,437
Foreign governmer 1,197 126 Q) 1,322
Corporate 10,590 1,308 a7 11,88
Federal agency mortge-backec 121 1 - 122
Other mortgag-backec 82 11 4) 8¢
Other ass+-backec 797 145 (6) 93€
Total $ 15,465 $ 2,254 $ (30) $ 17,68¢

The above table includes investments with a falueaf $3 billion supporting the Company'’s roff-settlement annuity business, with gi
unrealized appreciation of $816 million and grossealized depreciation of $6 million at March 3D13. Such unrealized amounts
required to support future policy benefit liab#isi of this business and, as such, are not includadcumulated other comprehensive inco
At December 31, 2012, investments supporting thsress had a fair value of $3.1 billion, grosseatired appreciation of $883 million ¢
gross unrealized depreciation of $8 million.

Sales information for available-for-sale fixed nrétas and equity securities was as follows:

Three Months Ended

March 31,
(In millions) 2013 201z
Proceeds from sal $ 961 $ 221
Gross gains on sal $ 60 $ 15
Gross losses on sal $ 2 $ S

Review of declines in fair valu. Management reviews fixed maturities with a declméair value from cost for impairment based orteste
that include:

» length of time and severity of decline;
» financial health and specific near term prospetth®issuer;
» changes in the regulatory, economic or general etahkvironment of the issuer’s industry or geograpégion; and

» the Company’s intent to sell or the likelihood afeguired sale prior to recovery.
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Excluding trading and hybrid securities, as of MaB&l, 2013, fixed maturities with a decline in faalue from amortized cost (primai
corporate, and other asset and mortgage-backedts&sjuvere as follows, including the length ahé of such decline:

Amortized Unrealized Number
(In millions) Fair Value Cosl Depreciation of Issue!
Fixed maturities
One year or les:
Investment grad $ 454 $ 461 $ (7) 16¢€
Below investment grad $ 117 $ 11¢ $ 1) 88
More than one yea
Investment grad $ 182 $ 194 $ (11) 59
Below investment grad $ 28 $ 35 $ (7) 12

The unrealized depreciation of investment gradedirmaturities is due primarily to increases in mankelds since purchase. There wer
equity securities with a fair value significanttyer than cost as of March 31, 2013.

Commercial Mortgage Loans

Mortgage loans held by the Company are made exelysito commercial borrowers and are diversified grpperty type, location a
borrower. Loans are secured by high quality, prilpadompleted and substantially leased operatingperties, generally carried at ung
principal balances and issued at a fixed rate tef@st.

Credit quality. The Company applies a consistent and disciplapgatoach to evaluating and monitoring credit risginning with the initi
underwriting of a mortgage loan and continuing tlgioout the investment holding period. Mortgagegiodtion professionals employ
internal rating system developed from the CompsmeXperience in real estate investing and mortégaging. A quality rating, designed
evaluate the relative risk of the transaction,ssigned at each loanbrigination and is updated each year as patteofitnual portfolio loe
review. The Company monitors credit quality onoamgoing basis, classifying each loan as a loaroodgstanding, potential problem loar
problem loan.

Quality ratings are based on internal evaluatidnsagh loars specific characteristics considering a numbeegfinputs, including real esti
market-related factors such as rental rates andneaes, and propertgpecific inputs such as growth rate assumptions laase rollove
statistics. However, the two most significant cilmitors to the credit quality rating are the deétvice coverage and loanatalue ratios. Tt
debt service coverage ratio measures the amouyroperty cash flow available to meet annual intes@sl principal payments on debt. A ¢
service coverage ratio below 1.0 indicates thatetli® not enough cash flow to cover the loan paymeiihe loan-toralue ratio, common
expressed as a percentage, compares the amotetlofih to the fair value of the underlying propedllateralizing the loan.
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The following tables summarize the credit risk geobf the Company’s commercial mortgage loan mhidfbased on loan-tealue and del
service coverage ratios, as of March 31, 2013 asxkeBber 31, 2012:

March 31, 2013

(In millions) Debt Service Coverage Ratit

Loan-to-Value Ratios 1.30x or Greatel 1.20x to 1.29 1.10xto 1.19 1.00x to 1.09 Less than 1.00 Total
Below 50% $ 29t $ 7 $ = $ 5C $ = $ 352
50% to 59% 58¢ 104 25 52 - 77C
60% to 69% 57¢ 74 - 66 - 71€
70% to 79% 11€ 142 132 22 16 428
80% to 89% 10C 42 13C - 58 33C
90% to 99% 14 3C - - 58 10z
100% or abovi - - 3C 17 66 113
Total $ 1,69( $ 39¢ $ 317 $ 207 $ 19¢ $ 2,811

December 31, 201.

(In millions) Debt Service Coverage Ratit

Loan-to-Value Ratios 1.30x or Greatel 1.20x to 1.29 1.10x to 1.19 1.00x to 1.09 Less than 1.00 Total
Below 50% $ 297 $ 8 $ = $ 50 $ = $ 35k
50% to 59% 614 104 25 52 - 79E
60% to 69% 562 75 - 66 - 702
70% to 79% 194 145 132 4 16 48¢
80% to 89% 45 42 131 18 58 294
90% to 99% 14 30 - - 58 102
100% or abovi - - 30 17 66 118
Total $ 1,72¢ $ 40z $ 31€ $ 207 $ 19¢€ $ 2,851

The Company’s annual idepth review of its commercial mortgage loan inwesits is the primary mechanism for identifying egirgg risks ir
the portfolio. The most recent review was compldig the Companyg investment professionals in the second quartg0d? and included |
analysis of each underlying propegyhost recent annual financial statements, reid, rperating plans, budgets, a physical inspeatfotine
property and other pertinent factors. Based oiohéal results, current leases, lease expiratems rental conditions in each market,
Company estimates the current year and future ligiadbiproperty income and fair value, and categithe investments as loans in ¢
standing, potential problem loans or problem loaBased on property valuations and cash flows estichas part of this review, ¢
considering updates for loans where material chemgae subsequently identified, the portfolio’s ragge loan-tosalue ratio remained at 6£
at March 31, 2013 when compared to December 312.20The portfolios average debt service coverage ratio was estintatbd 1.55
March 31, 2013, an insignificant decrease from htSbecember 31, 2012.

Quality ratings are adjusted between annual reviéwew property information is received or evesteh as delinquency or a borroveer’
request for restructure cause management to belmteahe Compang’ estimate of financial performance, fair valuaha risk profile of th
underlying property has been impacted.

During 2012, the Company restructured a $119 milpooblem mortgage loan, net of a valuation reseénte two notes carried at $100 milli
and $19 million. The $100 million note was recifisd to impaired commercial mortgage loans withvaduation reserves and the $19 mil
note was classified as an other ldegm investment. This modification was considesedoubled debt restructuring because the borroves
experiencing financial difficulties and an intereste concession was granted. No valuation resgagerequired because the fair value o
underlying property equaled the carrying valuehe butstanding loan. Following the restructuritige $100 million note was paid down
$46 million with the remaining $54 million note fessified to good standing based on an improveditgueating due to significai
improvements in its loan-to-value and debt sereimeerage ratios resulting from the annual loanewvi

Other loans were modified during the three montiged March 31, 2013 and the twelve months endeérbker 31, 2012, but were
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not considered troubled debt restructures. Theaanhpf modifications to these loans was not matévidhe Companyg results of operatior
financial condition or liquidity.

Potential problem mortgage loans are consideretecu(no payment more than 59 days past due), Xhibi¢ certain characteristics ti
increase the likelihood of future default. The reltderistics management considers include, bunhatdimited to, the deterioration of di
service coverage below 1.0, estimated loawaie ratios increasing to 100% or more, downgridguality rating and request from
borrower for restructuring. In addition, loans amnsidered potential problems if principal or ret# payments are past due by more the
but less than 60 days. Problem mortgage loanidver in default by 60 days or more or have besstructured as to terms, which cc
include concessions on interest rate, principahpayt or maturity date. The Company monitors eacblpm and potential problem mortg:
loan on an ongoing basis, and updates the loagadation and quality rating when warranted.

Problem and potential problem mortgage loans, healmation reserves, totaled $215 million at bbtarch 31, 2013 and December 31, 2C
At March 31, 2013 and December 31, 2012, mortgaged located in the South Atlantic region represetite most significant componen
problem and potential problem mortgage loans, wittsignificant concentration by property type.

Impaired commercial mortgage loan: A commercial mortgage loan is considered impaisen it is probable that the Company will
collect all amounts due (principal and interestfamding to the terms of the original loan agreemehhe Company assesses each
individually for impairment, using the informatiabtained from the quality review process discusdsalve. Impaired loans are carried ai
lower of unpaid principal balance or the fair vabfehe underlying real estate. Certain commentiatitgage loans without valuation rese
are considered impaired because the Company wiltoléect all interest due according to the terrhshe original agreements; however,
Company does expect to recover their remaining/tagivalue primarily because it is less than thievialue of the underlying real estate.

The carrying value of the Company’s impaired conuiamortgage loans and related valuation resemgzs as follows:

March 31, 2013 December 31, 201.
(In millions) Gross Reserve Net Gross Reserve Net
Impaired commercial mortgage loans with
valuation reserve $ 72 $ ©) $ 65 $ 72 $ @) $ 65
Impaired commercial mortgage loans with
valuation reserve 6C - 60 60 - 60
Total $ 132 $ (7) $ 12F $ 132 $ (7) $ 12t

The average recorded investment in impaired loaas $132 million at March 31, 2013 and $201 millnMarch 31, 2012. The Comp:
recognizes interest income on problem mortgageslaarly when payment is actually received becausthefrisk profile of the underlyit
investment. Interest income that would have bedleated in net income if interest on nacerual commercial mortgage loans had
received in accordance with the original terms was significant for the three months ended March Z113 or 2012. Interest income
impaired commercial mortgage loans was not sigamifidor the three months ended March 31, 2013 ©220

The following table summarizes the changes in waonaeserves for commercial mortgage loans:

(In millions) 201z 201z
Reserve balance, January g 7 $ 19
Increase in valuation reserv - 3
Transfers to other loi-term investment - (16)
Reserve balance, March 31, $ 7 $ 6

Short-term investments and cash equivalent§hortterm investments and cash equivalents include catpsecurities of $1.9 billion, fede
government securities of $189 million and moneykatfunds of $67 million as of March 31, 2013. eTBompany’s shorterm investmen
and cash equivalents as of December 31, 2012 iedledrporate securities of $1.1 billion, federalggmment securities of $167 million &
money market funds of $217 million.
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Note 10— Derivative Financial Instruments

The Company uses derivative financial instrumenmt®idinage the characteristics of investment asseteét the varying demands of the rel
insurance and contractholder liabilities. The Camphas written and purchased reinsurance contmacksr its Rureff Reinsurance segme
that are accounted for as free standing derivativée Company also used derivative financial imagnts to manage the equity, fore
currency, and certain interest rate risk exposafés Runeff Reinsurance segment until February 4, 2013f(fdher information, see Note
See Note 2 to the Financial Statements contain¢deirCompany’s 2012 Form 10-K for information oe 8ompanys accounting policy fc
derivative financial instruments. Derivatives lretCompanys separate accounts are excluded from the follodisgussion because associ
gains and losses generally accrue directly to s¢épaccount policyholders.

Collateral and termination features. The Company routinely monitors exposure to credk associated with derivatives and diversifies
portfolio among approved dealers of high creditligg#o minimize this risk. Certain of the Compasyver-theeounter derivative instrumel
contain provisions requiring either the Companyhar counterparty to post collateral or demand imatecbayment depending on the ami
of the net liability position and predefined fingadcstrength or credit rating thresholds. Collatgrosting requirements vary by counterpa
The net liability positions of these derivativesrav@ot material as of March 31, 2013 or Decembef812.

Derivative instruments used in the Company’s inveshent risk management.

Derivative financial instruments are used by thenPany as a part of its investment strategy to marnlag characteristics of investment as
(such as duration, yield, currency and liquiditg)rheet the varying demands of the related insuramcecontractholder liabilities (such
paying claims, investment returns and withdrawaBBgrivatives are typically used in this strategyréduce interest rate and foreign curre
risks.

Investment Cash Flow Hedges

Purpose. The Company uses interest rate, foreign currenog,c@mbination (interest rate and foreign currermyap contracts to hedge
interest and foreign currency cash flows of itefixmaturity bonds to match associated insuranbéities.

Accounting policy. Using cash flow hedge accounting, fair values aported in other lonterm investments or other liabilities ¢
accumulated other comprehensive income and amaiitite net investment income or reported in otlealized investment gains and losse
interest or principal payments are received.

Cash flows. Under the terms of these various contractsQbmpany periodically exchanges cash flows betwesiable and fixed intere
rates and/or between two currencies for both goalcand interest. Foreign currency swaps are pilyn&uros, Australian dollars, Canad
dollars, Japanese yen, and British pounds, and texwes for periods of up to 8 years. Net interemsth flows are reported in opera
activities.

Volume of activity. The following table provides the notional valuegha#se derivative instruments for the indicatedqui:

Notional Amount (in millions)

As of As of
Instrument March 31, 201: December 31, 201
Interest rate sway $ 5C $ 58
Foreign currency sway 13¢ 13¢
Combination interest rate and foreign currency s 64 64
Total $ 241 $ 25¢
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The following table provides the effect of these\dive instruments on the financial statementsiie indicated periods:

Fair Value Effect on the Financial Statementsin millions)

Accounts Payable, Accruec

Other Long-Term Expenses and Other Gain (Loss) Recognized it
Investments Liabilities Other Comprehensive Income?)
As of As of As ol As of For the three months endec
March 31, December 31 March 31, December 31 March 31,
Instrument 201: 201z 201: 201z 2012 2012
Interest rate swag $ 3 3 4 ' $ - 3 - $ @ 3 -
Foreign currency swaj & 1 14 18 4 ?3)
Combination interest rate and fore
currency swap - - 14 13 (1) (1)
Total $ 6 $ 5  $ 28 % 31 $ 2 3 (4)

(1) Other comprehensive income for foreign curseswaps excludes amounts required to adjust fytahiey benefits for the run-off settlement annbitginess.

For the three months ended March 31, 2013 and 20&2gains (losses) reclassified from accumulatbérocomprehensive income into
income were not material. No gains (losses) weeegnized due to hedge ineffectiveness and no aimeere excluded from the assesst
of hedge effectiveness.

Derivative instruments associated with the Companyg Run-off Reinsurance segment.

As explained in Note 6, on February 4, 2013, then@any entered into an agreement to effectively tagtGMIB and GMDB business. A
result, the following disclosures related to defiiwe instruments associated with the GMIB and GMbisiness are provided for cont
including a description of the derivative accougtior the GMIB contracts. Cash flows on derivatinstruments associated with the GMIB
GMDB business are reported in operating activities.

Guaranteed Minimum Income Benefits (GMIB)

As described further in Note 6, in 2013, the Conypeffectively exited the GMIB business by purchgsauditional reinsurance coverage
these contracts. The fair value effects on thenfirel statements are included in Note 8 and thamel of activity is included in Note 17.

Purpose. The Company has written reinsurance contracts veers of variable annuity contracts that provéamuitants with certa
guarantees of minimum income benefits resultingnfitbe level of variable annuity account values caragd with a contractually guarant
amount (“GMIB liabilities”). According to the contractual terms of the writtemsurance contracts, payment by the Company depamch:
actual account value in the underlying mutual fuadd the level of interest rates when the contdd#rs elect to receive minimum inco
payments.

GMDB and GMIB Hedge Programs

As a result of the reinsurance agreement with Berksto effectively exit the GMDB and GMIB busineshe GMDB and GMIB hed
programs were terminated beginning February 4, 2@ Note 6 for further details regarding thisibess.
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Note 11— Variable Interest Entities

When the Company becomes involved with a variattlerést entity and when the nature of the Compaimyolvement with the entity chang
in order to determine if the Company is the primiaeneficiary and must consolidate the entity, @lestes:

e the structure and purpose of the entity;
e the risks and rewards created by and shared thrilnggéntity; and

e the entity’s participants’ ability to direct itstagties, receive its benefits and absorb its lsssParticipants include the entiySponsor
equity holders, guarantors, creditors and servicers

In the normal course of its investing activitidsg tCompany makes passive investments in secuttii@sre issued by variable interest eni
for which the Company is not the sponsor or managéese investments are predominantly asaeked securities primarily collateralized
foreign bank obligations or mortgage-backed seegtit The asset-backed securities largely reprdset-rate debt securities issued by tr
that hold perpetual floating-rate subordinated siaésued by foreign banks. The mortghgeked securities represent senior interests its
of commercial or residential mortgages created lagld by speciapurpose entities to provide investors with divéesifexposure to the
assets. The Company owns senior securities idsusdveral entities and receives fixed-rate cashdlfrom the underlying assets in the pools

In order to provide certain services to its MedéicAdvantage customers, the Company contracts nitbpgendent physician associations (IF
that are variable interest entities. Physiciansviple health care services to the Medicare Advantagstomers and the Company prov
medical management and administrative servicdsadRAS.

The Company is not the primary beneficiary and dagsconsolidate these entities because either:
e it had no power to direct the activities that msgnificantly impact the entities’ economic perf@nte; or
e it had neither the right to receive benefits nar dbligation to absorb losses that could be sicpuifi to these variable interest entities.

The Company has not provided, and does not intepadavide, financial support to these entities th& not contractually required to provic
The Company performs ongoing qualitative analydesoinvolvement with these variable interest ges to determine if consolidation
required. The Company’maximum potential exposure to loss related toitlvestment entities is limited to the carrying amb of its
investment reported in fixed maturities and eqgsitgurities, and its aggregate ownership interesisignificant relative to the total princij
amount issued by these entities. The Commanyaximum exposure to loss related to the IPA gemrents is limited to the liability f
incurred but not reported claims for the Comparifedicare Advantage customers. These liabildiresnot material and are generally sec
by deposits maintained by the IPAs.

Note 12— Pension and Other Postretirement Benefit Plans

The Company and certain of its subsidiaries proydasion, health care and life insurance definatefits to eligible retired employe:
spouses and other eligible dependents through usadomestic and foreign plans. The effect of it®iffn pension and other postretiren
benefit plans is immaterial to the Company’s resaftoperations, liquidity and financial position.

During the first quarter of 2013, the Company amuaa two changes to its postretirement medical flahthe Company intends to implen
as follows:

- Effective March 31, 2013, the Company froze actiwegployeesfuture benefit accruals. A curtailment of benefitsurred as a res
of this action because benefits for future servfoesctive employees in the plan were eliminat@dcordingly, during the first quar
of 2013, the Company recorded a pre-tax curtailngait of $19 million ($12 million aftetax) in net income to recognize
remaining prior service cost.

. In the first quarter of 2013, the Company also ameed a change in the cost sharing arrangementretitees for pharmacy subs
payments received from the U.S. Government effeclanuary 1, 2014. As a result of this plan ameminthe plan was meeasure
as of March 31, 2013 resulting in a reduced otlost petirement benefit obligation of $57 millioMhis reduction was recorded
accumulated other comprehensive income, net ofidefeaxes, resulting in an after-tax increasehtreholdersequity of $37 million
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For the three months ended March 31, 2013, the @agip unrecognized actuarial losses and prior senastsdreported in accumulated ot
comprehensive income) decreased by $61 milliontgxein the aggregate ($40 million after-tax) reisigltin an increase in shareholders
equity. This change was primarily a result of tien amendment described above and normal amaotizagtartially offset by the effect of t
curtailment.

As a result of these actions, changes in the Cowyipalisclosures at December 31, 2012 were as fallow

*  The Company disclosed in Note 10 to the Consol@ti&isancial Statements in its 2012 Form 10-K thakpected to record ptex
amortization of prior service costs of $9 million 2013. The Company had been amortizing thesecagnézed gains over
weighted average remaining amortization periodpgfraximately 2.5 years. As a result of the plaarges announced in the {
quarter, preax amortization for 2013 is now expected to berion. The $57 million negative prior servicestaesulting from th
plan amendment is being amortized over the avdifagexpectancy of frozen plan participants of apgmately 25 years.

Pension and Other Postretirement Benef. Components of net pension and net other pasine¢int benefit costs were as follows:

Pension Benefits Other Postretirement Benefits
Three Months Ended Three Months Ended
March 31, March 31,

(In millions) 201z 201z 201z 2012
Service cos $ 1 $ 1 $ - $ -
Interest cos 45 49 3 4
Expected lon-term return on plan asse (68) (67) - -
Amortization of:

Net loss from past experien 1¢ 15 - -

Prior service cos - - (2) 3)
Curtailment gair - - (19) -
Settlement los - 6 - -
Net cost $ (3) $ 4 $ (18) $ 1

The Company funds its domestic qualified pensi@anglat least at the minimum amount required byP&resion Protection Act of 2006. |
the three months ended March 31, 2013, the Companiributed $6 million that was required. Durirg tremainder of 2013, the Comp
expects to make additional contributions of $24H4iomni.
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Note 13— Debt

Short-term and long-term debt were as follows:

March 31, December 31
(In millions) 201z 2012
Short-term:
Commercial pape $ 40C $ 20C
Current maturities of lor-term debi - 1
Total short-term debt $ 40C $ 201
Long-term:
Uncollateralized deb
2.75% Notes due 201 $ 60C $ 60C
5.375% Notes due 20: 25C 25C
6.35% Notes due 201 131 131
8.5% Notes due 201 251 251
4.375% Notes due 20: 24¢ 24¢
5.125% Notes due 20: 29¢ 29¢
6.37% Notes due 20z 78 78
4.5% Notes due 202 29¢ 29¢
4% Notes due 202 743 743
7.65% Notes due 20z 10C 10C
8.3% Notes due 20z 17 17
7.875% Debentures due 20 30C 30C
8.3% Step Down Notes due 20 83 83
6.15% Notes due 20z 50C 50C
5.875% Notes due 20: 29¢ 29¢
5.375% Notes due 20 75C 75C
Other 47 38
Total long-term debt $ 4,99¢ $ 4,98¢

As described in Note 3, the Company acquired H&8glting on January 31, 2012. At the acquisitioredbatealthSpring had $326 million
debt outstanding. In accordance with debt covendiealthSprings debt obligation was paid immediately followinge thcquisition. Th
repayment is reported as a financing activity m$batement of cash flows for the three monthsenterch 31, 2012.

In December 2012, the Company extended the lifesafune 2011 fivgrear revolving credit and letter of credit agreetrfen $1.5 billion, the
permits up to $500 million to be used for lettefem@dit. This agreement is diversified among &6ks, with 3 banks each having 12% ol
commitment and the remainder spread among 13 bartks.credit agreement includes options that abbgestito consent by the administra:
agent and the committing banks, to increase thendtment amount to $2 billion and to extend the tgrast December 2017. The cr
agreement is available for general corporate pagascluding as a commercial paper backstop anthéissuance of letters of credit. 1
agreement has certain covenants, including a finheovenant requiring the Company to maintain taltdebt-toadjusted capital ratio at
below 0.50 to 1.00. As of March 31, 2013, the Conyplaad $5.0 billion of borrowing capacity withinettmaximum debt coverage covenat
the agreement in addition to the $5.4 billion dbideutstanding. There were letters of credit of $i6lion issued as of March 31, 2013.

The Company was in compliance with its debt covénas of March 31, 2013.
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Note 14— Accumulated Other Comprehensive Loss

Accumulated other comprehensive loss excludes ataoaquired to adjust future policy benefits foe thuinoff settlement annuity business i
a portion of deferred acquisition costs associatitd the corporate owned life insurance business.required by ASU 20182, the Compar
parenthetically identifies the income statemerg ltem affected by reclassification adjustmentthimtable below. Changes in the compor
of accumulated other comprehensive loss were el

Tax

(Expense
(In millions) Pre-Tax Benefit After-Tax
Three Months Ended March 31, 2013
Net unrealized depreciation, securities:
Net unrealized depreciation on securities arisimgng the perioc $ (36) $ 12 % (24)
Reclassification adjustment for (gains) includedlmareholde’ net income (realized investment gai (70) 24 (46)
Net unrealized depreciation, securit $ (106, $ 36 $ (70)
Net unrealized appreciation, derivatives $ 4 % @ % 3

Net translation of foreign currencies $ 69 $ 11 3 (58)

Postretirement benefits liability adjustment:
Reclassification adjustment for amortization of lesses from past experience and prior services¢ostier

operating expense $ 17 % ®6 $ 11
Reclassification adjustment for curtailment (otbperating expense (19) 7 (12)
Total reclassification adjustments to shareho’ net income (other operating expens 2) 1 Q)
Net change due to valuation update and plan amenmts) 63 (22) 41
Net postretirement benefits liability adjustm: $ 61 $ 1) $ 40

Three Months Ended March 31, 2012
Net unrealized appreciation, securities

Net unrealized appreciation on securities arisimgng the perioc $ 51 $ (16) $ 35
Reclassification adjustment for (gains) includedhareholde’ net income (realized investment gai (16) 5 (11)
Net unrealized appreciation, securit $ 3B 3 (11) $ 24
Net unrealized depreciation, derivatives $ 6 $ 1 $ (5)
Net translation of foreign currencies $ 43 3 38 % 35
Postretirement benefits liability adjustment:

Reclassification adjustment for amortization of lesses from past experience and prior servicesgoster

operating expense $ 12 $ B $ 7
Reclassification adjustment for settlement loskébbperating expense 6 (2) 4
Net postretirement benefits liability adjustm $ 18 % 7 % 11

Note 15— Income Taxes

A. Income Tax Expense

The Company permanently reinvests the undistribatedings of certain foreign operations overséssa result, income taxes are provide:
the earnings of these operations using the resjgeftiieign jurisdictionstax rates, as compared to the higher U.S. stattéoryate. In the fir.
quarter of 2012, the Company began computing inctemes attributable to its China and Indonesia atpmrs using this method. T
Company continues to evaluate the permanent retimees of earnings for additional foreign jurisdagts.

Shareholdershet income for the three months ended March 313 20dreased by $12 million due to the permanemvestment of foreic
operations earnings, and increased $17 millionttierthree months ended March 31, 2012 that incl@fedI million due to the first quar
implementation for the Compars/China and Indonesia operations. The permanantestment of foreign operation earnings has redult
cumulative unrecognized deferred tax liabilitiess@B1 million through March 31, 2013.
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B. Unrecognized Tax Benefits

Unrecognized tax benefits decreased for the thremttns ended March 31, 2013 by $4 million, includan§4 million decrease to shareholders
net income.

The Company has determined it is at least reaspmeaisisible that within the next twelve months thewald be a significant change in the ¢
of unrecognized tax benefits, dependent upon theldement of IRS related matters. Any changesateexpected to have a material im|
on shareholders’ net income.

C. Other Tax Matters

The Companys long standing dispute with the IRS for tax ye2084 through 2006, regarding the appropriate resemethodology for certs
reinsurance contracts has now been effectivelyivedo On February 28, 2013 the United States TaxrCentered its decision on this issue
the 2004 tax year, ordering and deciding that tben@any has an overpayment of tax. The Tax Cewpinion for the 2004 year issued
September 13, 2012, referenced an IRS represamttiad it would not challenge the reserving methogly in future tax years, there
providing certainty that the Company may continmede its current reserve methodology prospectiv@lye Tax Court had entered its deci:
on this issue for the 2005 and 2006 tax years noalg 9, 2013, concluding that the Company hasraléficiency.

The IRS continues with its examination of the Compsa 2009 and 2010 consolidated federal income taxrret This review is expected to
completed in 2013, and is not expected to havetarmbimpact on shareholder’s net income.

The American Taxpayer Act of 2012 was signed iaiw bn January 2, 2013. This legislation retroatyivextended for 2012, as well as

2013, several otherwise expired corporate tax piongs from which the Company benefits. The Compawprded immaterial tax bene
specific to extension of these provisions for 2@1the first quarter of 2013.

Note 16— Segment Information

Effective December 31, 2012, Cigna changed itsreateeporting segments based on changes in thep&uyis internal reporting structure tl
reflect the realignment of its businesses to bdttegrage distribution and service delivery captied for the benefit of its global clients ¢
customers. The Company'’s results are now aggredrased on the nature of the Compamyroducts and services, rather than its geogray
Prior period segment information has been confortodgte current presentation.

As a result of these changes, the financial resfil@gna’s businesses are now reported in thevialig segments:
Global Health Careaggregates the following two operating segments:

*  TheCommercialoperating segment includes both the U.S. commeagidlinternational health care businesses that wiered an
selfinsured medical, dental, behavioral health, visag prescription drug benefit plans, health adegpgaograms and other produ
and services that may be integrated to provide cehgmsive global health care benefit programs tpleyers and their employe
including globally mobile individuals. Cigna, esthdirectly or through its partners, offers somealbof these products and service
all 50 states, the District of Columbia, the U.Sgih Islands, Canada, Europe, the Middle East, asid. Cigna services its globe
mobile customers virtually everywhere in the worlthese products and services are offered througtniety of funding arrangeme
such as administrative services only (ASO), gua&eshtost and retrospectively experience rated.

. The Governmentoperating segment offers Medicare Advantage plarsehiors in 15 states and the District of Columbiadicart
Part D plans in all 50 states and the District ofuthbia and Medicaid plans.

Global Supplemental Benefitincludes supplemental health, life and accidentirisisce products offered in the U.S. and foreignkets
primarily in Asia as well as Medicare supplemegtalerage following the 2012 acquisition of Greate&iman Supplemental Benefits.

Group Disability and Liferepresents group disability, life and accident fasge products, including certain disability anig linsuranc
business previously reported in the former HeallheGegment.
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Run-off Reinsuranceis predominantly comprised of GMDB and GMIB busmésat was ceded to Berkshire on February 4, 2013.
The Company also reports results in two other cates.

Other Operationgonsist of:

» corporate-owned life insurance (“COLI");

» deferred gains recognized from the 1998 sale oirntli@idual life insurance and annuity business #rel2004 sale of the retirement ben
business; and

* run-off settlement annuity business.

Corporate reflects amounts not allocated to other segmenish @s net interest expense (defined as interestogmorate debt less |
investment income on investments not supportingmeeg operations), interest on uncertain tax passtiocertain litigation matte
intersegment eliminations, compensation cost focksbptions, expense associated with the Compsafingzen pension plans, certain corpc
project costs and corporate overhead expensesasutinectors’ expenses.

The Company measures the financial results okegenents using “segment earnings (loss)”, whicteftnéd as shareholdensét income (los:
excluding after-tax realized investment gains anrsdés.

Summarized segment financial information was dsvid:

Three Months Ended

March 31,

(In millions) 201 201z
Premiums and fees, Mail order pharmacy revenues an@ther revenues

Global Health Car: $ 6,297 $ 5,30¢
Global Supplemental Benefi 612 457
Group Disability and Life 858 763
Rur-off Reinsuranct (37) (90)
Other Operation 38 38
Corporate (11) (17)
Total $ 7,751 $ 6,45:
Shareholders’ net income

Global Health Can $ 427 $ 27¢€
Global Supplemental Benefi 55 43
Group Disability and Life 2) 68
Rur-off Reinsuranct (483) 30
Other Operation 21 20
Corporate (54) (78)
Segment earnings (los (36) 35¢
Realized investment gains, net of ta 93 12
Shareholders’ net income $ 57 $ 371

Concentration of risk. For the Companys Global Supplemental Benefits segment, South Kisréize single largest geographic market. S
Korea generated 50% of the segment’s revenues 4¥dof the segmerg’ earnings for the three months ended March 313.2@ue to th
concentration of business in South Korea, the Gl&ogplemental Benefits segment is exposed to fiatdnsses resulting from econon
regulatory and geopolitical developments in thatrtoy, as well as foreign currency movements aiffigcthe South Korean currency, that cc
have a significant impact on the segment’s resuitsthe Company’s consolidated financial results.
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Note 17— Contingencies and Other Matters

Financial Guarantees

The Company, through its subsidiaries, is contitlgdiable for various financial guarantees prowddea the ordinary course of business.
Company does not expect that these financial gteearwill have a material adverse effect on the @ong’'s consolidated results of operatic
liquidity or financial condition.

Guarantees associated with retirement and life ingnce contracts .Separate account assets are contractholder funidéaiad in accoun
with specific investment objectives. The Compangords separate account liabilities equal to sepasgtount assets. In certain ce
including contracts associated with the sold reteat benefits business (that was sold in April 308% Company guarantees a minimum |
of benefits for retirement and insurance contragigten in separate accounts. The Company eshadian additional liability if managem
believes that the Company will be required to malgayment under these guarantees.

The Company guarantees that separate account asldie sufficient to pay certain retiree or lifeenefits. The sponsoring employers
primarily responsible for ensuring that assets sarfficient to pay these benefits and are requiedngintain assets that exceed a ce
percentage of benefit obligations. This percentagées depending on the asset class within a spimgsemployers portfolio (for example,
bond fund would require a lower percentage thaiskder equity fund) and thus will vary as the comspion of the portfolio changes.
employers do not maintain the required levels plasate account assets, the Company or an affifatee buyer has the right to redirect
management of the related assets to provide foefthigrayments. As of March 31, 2013, employersntained assets that exceeded the be
obligations. Benefit obligations under these areamgnts were $548 million as of March 31, 2013. ragjmnately 19% of these guarantees
reinsured by an affiliate of the buyer of the mtiient benefits business. The remaining guarantegsravided by the Company with minir
reinsurance from third parties. There were no aultil liabilities required for these guarantee®fiMarch 31, 2013. Separate account a
supporting these guarantees are classified in kevelnd 2 of the GAAP fair value hierarchy. SedeNd for further information on the f
value hierarchy.

Guaranteed minimum income benefit (GMIB) contractsffective with the reinsurance agreement enterdéd on February 4, 2013, |
Company has retrocessional coverage in place thatrs the exposures on these contracts. See Bp&and 10 for further information
GMIB contracts. Under these guarantees, the fytaggnent amounts are dependent on equity and homtrharket and interest rate le
prior to and at the date of annuitization electibat must occur within 30 days of a policy anniegysafter the appropriate waiting peric
Therefore, the future payments are not fixed aridrdeénable under the terms of the contract. Accmylgt, the Companys maximum potenti
undiscounted future payment of $990 million wasdwined using the following hypothetical assumpgion

* no annuitants surrendered their accounts;
« all annuitants lived to elect their benefit;
- all annuitants elected to receive their benefittmnext available date (2013 through 2018); and

 all underlying mutual fund investment values rarad at the March 31, 2013 value of $1.1 billiothano future returns.

The Company bears the risk of loss if its GMIB oetssionaires do not meet or are unable to meat risiesurance obligations to |
Company.

Certain other guarantees.The Company had indemnification obligations to knsdof up to $288 million as of March 31, 2013 atedl t
borrowings by certain real estate joint ventured the Company either records as an investmenbmsatidates. These borrowings, that
nonrecourse to the Company, are secured by theveimuresreal estate properties with fair values in excédsh@loan amounts and matur
various dates beginning in 2013 through 2042. Taepanys indemnification obligations would require paymeéatlenders for actu
damages resulting from certain acts such as unaztidoownership transfers, misappropriation of aépayments by others or environme
damages. Based on initial and ongoing reviewsropgrty management and operations, the Company rmimiesxpect that payments will
required under these indemnification obligatiodsyy payments that might be required could be rem¢hrough a refinancing or sale of
assets. In some cases, the Company also has sectmupartners for their proportionate share of wm® paid. There were no liabilit
required for these indemnification obligations &8arch 31, 2013.

The Company guaranteed that it would compensatdegsors for a shortfall of up to $41 million inetimarket value of certain lea:
equipment at the end of the lease. Guaranteed®hillion expire in 2016 and $25 million expire 2022. The Company had liabilities
these guarantees of $3 million as of March 31, 2013

The Company had indemnification obligations as afréh 31, 2013 in connection with acquisition, disifion and reinsurance exit
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transactions. These indemnification obligations taiggered by the breach of representations oemants provided by the Company, suc
representations for the presentation of finandetlesnents, actuarial models, the filing of tax ney compliance with law or the identificat
of outstanding litigation. These obligations amgitally subject to various time limitations, defhby the contract or by operation of law, ¢
as statutes of limitation. In some cases, the mami potential amount due is subject to contradtmatations, while in other cases limitatic
are not specified or applicable. The Company dmdelieve that it is possible to determine theximam potential amount due under th
obligations, because not all amounts due undeetmeemnification obligations are subject to lirtita. There were no liabilities required
these indemnification obligations as of March 3112

Guaranty Fund Assessments

The Company operates in a regulatory environmettrtiay require the Company to participate in assests under state insurance guar
association laws. The Compagsyexposure for certain obligations of insolventunasice companies to policyholders and claiman
assessments is based on its share of businesteis wrthe relevant jurisdictions. For the threentihs ended March 31, 2013 and 2012, chi
related to guaranty fund assessments were notialatethe Company'’s results of operations.

The Company is aware of an insurer that is in riiteation, an intermediate action before insolvendy 2012, the state court denied
regulators amended petitions for liquidation and set forgecific requirements and a deadline for the reguléd develop a plan

rehabilitation without liquidating the insurer. &hegulator has appealed the court’s decisionthdfstate cour$ decision is reversed and
insurer is declared insolvent and placed in ligtiaia the Company and other insurers may be reduogay a portion of policyholder clai
through guaranty fund assessments from variougssiat which the Company’insurance subsidiaries write premiums. Basedwren
information available, in the event of a revershlthe state court decision and liquidation of theurer, the Company has estimated
potential future assessments could result in futhigrges totaling approximately $60 million aftax. The Company will continue to moni
the outcome of the courts’ deliberations.

Legal and Regulatory Matters

The Company is routinely involved in numerous chjtawsuits, regulatory and IRS audits, investaaiand other legal matters arising,
the most part, in the ordinary course of managiigath services business, including payments dwigers and benefit level disputes. Le
actions include benefit claims, breach of contraletims, tort claims, provider disputes, disputegarding reinsurance arrangeme
employment and employment discriminatierated suits, employee benefit claims, wage and letaims, tax matters, privacy, intellect
property claims and real estate related disputéggation of income tax matters is accounted forder FASBS accounting guidance -
uncertainty in income taxes. Further informationimcome tax matters can be found in Note 15. Alkere are currently, and may be in
future, attempts to bring class action lawsuitsregjdhe industry.

The business of administering and insuring heatkises programs, particularly health care and jgliasurance programs, is heavily regul;
by federal and state laws and administrative agsnsiuch as state departments of insurance and $hédepartments of Labor and Justice
well as the courts. Health care regulation andsletion in its various forms, including the implentation of the Patient Protection .
Affordable Care Act, other regulatory reform initiees, such as those relating to Medicare programagdditional changes in existing laws
regulations or their interpretations, could haveaerial adverse effect on the Companyusiness, results of operations and financiadlitiom.

In addition, there is heightened review by fedenadl state regulators of the health care, disaldlitgl life insurance industry business
related reporting practices. Cigna is frequently subject of regulatory market conduct reviews atir examinations of its business
reporting practices, audits and investigations tagesinsurance and health and welfare departmstate attorneys general, the Centel
Medicare and Medicaid Services (CMS) and the Ofti€énspector General (OIG). With respect to Cignikledicare Advantage busine
CMS and OIG perform audits to determine a heakiim’plcompliance with federal regulations and contratbligations, including complian
with proper coding practices (sometimes referredasoRisk Adjustment Data Validation Audits or RADAudIits), that may result
retrospective adjustments to payments made tothpkihs. Cigna expansion of its Medicare business with the aitijpim of HealthSpring i
2012 may increase the risks the Company faces fmarsuits, regulatory audits, investigations andeothgal or regulatory matters. Regula
actions can result in assessments, civil or crifrfinas or penalties or other sanctions, includivgs of licensing or exclusion from participal
in government programs.

Regulation, legislation and judicial decisions hagsulted in changes to industry and the Compmaby'siness practices, financial liability
other sanctions and will continue to do so in thaffe.

The outcome of litigation and other legal or retpig matters is always uncertain, and unfavorahitcames that are not justified by
evidence or existing law can occur. The Compariebes that it has valid defenses to the mattersling against it and is defending it:
vigorously.
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When the Company (in the course of its regularexevof pending litigation and legal or regulatoryttaes) has determined that a material
is reasonably possible, the matter is disclosedctordance with GAAP, when litigation and regulatmatters present loss contingencies
are both probable and estimable, the Company asthaeestimated loss by a charge to income. Theianazcrued represents the Company
best estimate of the probable loss at the timenll§ a range of estimated losses can be determihed;ompany accrues an amount withir
range that, in the Comparsyjudgment, reflects the most likely outcome; iha®f the estimates within that range is a beiémate than ar
other amount, the Company accrues the minimum atnofuthe range. In cases that the Company has edan estimated loss, the acci
amount may differ materially from the ultimate ambof the relevant costs. In many proceedings iihherently difficult to determine whetl
any loss is probable or even possible or to eséirtfag amount or range of any loss. The Companyiges disclosure in the aggregate
material pending litigation and legal or regulatomatters, including accruals, range of loss, otatéement that such information canno
estimated. As a litigation or regulatory matteveleps, the Company monitors the matter for furtherelopments that could affect the am
previously accrued, if any, and updates such amacgrued or disclosures previously provided as@pyate.

Except as otherwise noted, the Company believdsthiealegal actions, regulatory matters, proceesliaigd investigations currently penc
against it should not have a material adverse effadche Companyg results of operation, financial condition or ldjty based upon curre
knowledge and taking into consideration currentaas. However, in light of the uncertainties inwed in these matters, there is no assul
that their ultimate resolution will not exceed thmounts currently accrued by the Company. An aévergcome in one or more of th
matters could be material to the Company’s residltperation, financial condition or liquidity fany particular period.

Litigation Matters

As of March 31, 2013, the Company had accrued gxedserves of $189 million ($123 million aftex) for the matters discussed below.
to numerous uncertain factors presented in thesescit is not possible to estimate an aggregaigeraf loss (if any) for these matters at
time.

Amara cash balance pension plan litigatiolOn December 18, 2001, Janice Amara filed a clageratawsuit, captionedanice C. Amari
Gisela R. Broderick, Annette S. Glanz, individualhd on behalf of all others similarly situatedGigna Corporation and Cigna Pension Pl
in the United States District Court for the Distrid Connecticut against Cignha Corporation andGigna Pension Plan on behalf of herself
other similarly situated participants in the CigPension Plan affected by the 1998 conversion tash balance formula. The plaintiffs all
various ERISA violations including, among otherntys, that the Plag’ cash balance formula discriminates against oduheployees; tF
conversion resulted in a wear away period (wherpteeconversion accrued benefit exceeded the gmstersion benefit); and these conditi
are not adequately disclosed in the Plan.

In 2008, the court issued a decision finding inofaef Cigna Corporation and the Cigna Pension Blathe age discrimination and wear a
claims. However, the court found in favor of thaiptiffs on many aspects of the disclosure claims ardered an enhanced level of ben
from the existing cash balance formula for the mgjoof the class, requiring class members to nexeheir frozen benefits under the pre
conversion Cigna Pension Plan and their post-12@7uad benefits under the pastrversion Cigna Pension Plan. The court also et
among other things, pre-judgment and post-judgrmetest.

Both parties appealed the cosrtdecisions to the United States Court of Appeals the Second Circuit that issued a decisior
October 6, 2009 affirming the District Cowwgtjudgment and order on all issues. On Januar@#),2both parties filed separate petitions 1
writ of certiorari to the United States Supreme €oGignas petition was granted, and on May 16, 2011, th@&une Court issued its Opini

in which it reversed the lower courtdlecisions and remanded the case to the trial jddgeeconsideration of the remedy. The C
unanimously agreed with the Compasyosition that the lower courts erred in grantingemedy for an inaccurate plan description und
ERISA provision that allows only recovery of plaanefits. However, the decision identified possénenues of “appropriate equitable relief
that plaintiffs may pursue as an alternative remetllge case was returned to the trial court andimgstook place on December 9, 2011
March 29-30, 2012. Over the summer, the trial fudgssed away after a long iliness and the caseesassigned.

On December 20, 2012, the new trial judge issuddcision awarding equitable relief to the claske Tourts order requires the Company
reform the pension plan to provide a substanti@@ntical remedy to that ordered by the first tjidge in 2008. Both parties appealed
order and the judge stayed implementation of tlieopending resolution of the appeals. In lighthe reaffirmed remedy ordered by 1
District Court, the Company was required tceraluate its reserve for this case. Due to theeatieconomic environment of low interest r
that have a significant impact on the valuatiorpofential future pension benefits, the Company reagiired to increase its reserve for
matter in the fourth quarter of 2012. The Compuaiilcontinue to vigorously defend its positiontims case.
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Ingenix. On February 13, 2008, State of New York Attorneyn&al Andrew M. Cuomo announced an industigle investigation into the u
of data provided by Ingenix, Inc., a subsidiary WifitedHealthcare, used to calculate payments fovices provided by out-ofietwork
providers. The Company received four subpoenas fittenNew York Attorney General’office in connection with this investigation i
responded appropriately. On February 17, 2009,Gbmpany entered into an Assurance of Discontinuameselving the investigation.
connection with the industry-wide resolution, then@any contributed $10 million to the establishmeina new norprofit company that no
compiles and provides the data formerly providedrgenix.

The Company was named as a defendant in a numipettative nationwide class actions asserting thattd the use of data from Ingenix, |
the Company improperly underpaid claims, an ingustide issue. All of the class actions were corgadkd intoFranco v. Connectic
General Life Insurance Company et alhich is pending in the United States District Gdor the District of New Jersey. The consolid:
amended complaint, filed on August 7, 2009, asstaims under ERISA, the RICO statute, the SherAwitrust Act and New Jersey state
on behalf of subscribers, health care providersvamtus medical associations.

On September 23, 2011, the court granted in paridanied in part the Compasymotion to dismiss the consolidated amended caniplBhe
court dismissed all claims by the health care glewand medical association plaintiffs for lackstdinding to sue, and as a result the
proceeded only on behalf of subscribers. In aduljttbe court dismissed all of the antitrust claithe ERISA claims based on disclosure
the New Jersey state law claims. The court diddmrhiss the ERISA claims for benefits and claimdarrthe RICO statute.

Plaintiffs filed a motion to certify a nationwiddass of subscriber plaintiffs on December 19, 2ahaf was denied on January 16, 2(
Plaintiffs petitioned for an immediate appeal of thrder denying class certification, but their fi@ti was denied by the United States Cou
Appeals for the Third Circuit on March 14, 2013,anmg that plaintiffs cannot appeal the denial laks certification until there is a fit
judgment in the case. As a result, the case isggaing in the District Court on behalf of the ndrpé&intiffs only.

It is reasonably possible that others could irgtiatiditional litigation or additional regulatorytian against the Company with respect to us
data provided by Ingenix, Inc. The Company dertiesallegations asserted in the investigations #igation and will vigorously defend itsi
in these matters.

Regulatory Matters

Disability claims regulatory matter Over the past few years, there has been heightengew by state regulators of the claims hant
practices within the disability and life insuraneelustry. This has resulted in an increase in dioated multistate examinations that tar
specific market practices in lieu of regularly ratmg examinations of an insurer's overall openasicconducted by an individual stae’
regulators. The Company has been subject to sucaxamination and on March 14, 2013, reached aneaggrt in principle with tt
Departments of Insurance for Maine, Massachuse#&snsylvania, Connecticut and California (togettte, “monitoring states”)elated to it
long-term disability claims handling practices.

The agreement in principle requires, among othigth (1) enhanced claims handling proceduresegléd documentation and disposi
which are similar to those imposed on other congmtiirough regulatory actions or settlements; @itoring the Companyg’ implementatio
of these procedures during a twear period following the execution date of theesgnent; and (3) a reassessment of claims denields
during a twoyear period, except California for which the perisdhree years. While the principal terms of éiggeement have been negotii
and documented, the Company remains in discussitintiwe regulators and a final, regulatory settlatn@greement has not yet been 1
executed.

In connection with the terms of the agreement ingpple, in the first quarter of 2013, the Compaagorded a charge of $77 million befdee-
($51 million aftertax) that is comprised of two elements: (1) $48iom of benefit costs and reserves from reasseskehs expected to
reopened, including an expected $925,000 in fi$ié50,000 in regulatory surcharges and $9.5 miliioalaims handling expenses; and (2)
million in additional costs for open claims as aule of the claims handling changes being impleméntThis charge is reported in the Gr
Disability and Life segment. The Company will hébgect to reexamination 24 months after the effective dateheffinal agreement. If tl
monitoring states find material non-compliance with terms of the agreement uporexamination, the Company may be subject to addil
fines or penalties.

Although the agreement with the Departments of iasce has not been finalized, the charge recordéuki quarter is based on managensen
best estimate of: the final terms of the agreemitat,jurisdictions in which it will be applicabland the impact that implementation of
agreement will have on the Compasroup Disability and Life operations. While theould be adjustments to the charge in futureoderi
managemens$ estimates are revised, the Company does not iethiz@@ny variation or additional loss relatedab@ady incurred claims wot
have a material adverse effect on the Company’sdalmated results of operations.
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INTRODUCTION

As used in this document, “Cigna” the “Company”,eand “our” may refer to Cigna Corporation itself, one or mofdts subsidiaries, |
Cigna Corporation and its consolidated subsidiarieise Company is a global health services orgépizavith a mission to help its custom
improve their health, welbeing and sense of security. Its insurance sub#edi are major providers of medical, dental, diggaplife and
accident insurance and related products and sepvice majority of which are offered through emglisyand other groups (e.g. governme
and nongovernmental organizations, unions and associgti@igna also offers Medicare and Medicaid prodaetd health, life and accidt
insurance coverages primarily to individuals in the&S. and selected international markets. In &dito its ongoing operations descri
above, Cigna also has certain run-off operatiorduding a Run-off Reinsurance segment.

In this filing and in other marketplace communioas, the Company makes certain forward-lookingestants relating to the Compaay’
financial condition and results of operations, adlas to trends and assumptions that may affectbmpany. Generally, forwatdeking
statements can be identified through the use dfigtiee words (e.g., “Outlook for 2013™Actual results may differ materially from 1
Company’s predictions. Some factors that couldsearesults to differ are discussed throughout Memegts Discussion and Analy:
(“MD&A"), including in the Cautionary Statement bieging on page 71. The forwatdeking statements contained in this filing reprd
management’s current estimate as of the date fitimg. Management does not assume any obligdatiaipdate these estimates.

The following discussion addresses the financialditon of the Company as of March 31, 2013, coragawrith December 31, 2012, and
results of operations for the three months endedcMal, 2013 compared with the same period last. y&his discussion should be rea
conjunction with the MD&A included in the Company812 Form 10-K filed on February 28, 2013.

The preparation of interim consolidated financiatements necessarily relies heavily on estimaldds and certain other factors, such as
seasonal nature of portions of the health carealated benefits business, as well as competiticeather market conditions, call for cautiol
estimating full year results based on interim ressof operations.

Unless otherwise indicated, financial informationthhe MD&A is presented in accordance with accounprinciples generally accepted in
United States (“GAAP”).

Effective December 31, 2012, Cigna changed itsreate@eporting segments based on changes in thgp@uyis internal reporting structure tl
reflect the realignment of its businesses to bdd¢tegrage distribution and service delivery capaéd for the benefit of our global clients ¢
customers. The Company’s results are now aggrédpsed on the nature of the Company’s productsaruices, rather than its geographies
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As a result of these changes, the financial resdil@Gigna’s businesses are now reported in thewdllg segments:

» Global Health Care aggregates the following tworafieg segments:
e Commercial (including the international health chansiness)
* Government

e Global Supplemental Benefits

e Group Disability and Life

* Run-off Reinsurance and

* Other Operations, including Corporate-owned Lifsurance.

Prior year segment information has been conforrodglle new segment structure.

Business Strategy

For information on the Company’s business strategg the strategy section of the Company’s 201Ad@-K. The Companyg’ ability tc
increase revenue, shareholdenst income and operating cash flows from ongoingraiions is directly related to progress in exepfiis
strategy as well as other key factors, includirgg@ompany’s ability to:

 profitably underwrite and price products and sergiat competitive levels that manage risk andeeéimerging experience;

» cross sell its various health and related benedidpcts;

 invest available cash at attractive rates of retormppropriate durations; and

- effectively deploy capital.

In addition to the Company-specific factors citdédee, overall results are influenced by a rangecohomic and other factors, especially:

+ cost trends and inflation for medical and related/ises;

 utilization patterns of medical and other services;

* employment levels;

 the tort liability system;

« developments in the political environment both dstically and internationally, including sequeswatand U.S. Health Care Reform;

 interest rates, equity market returns, foreignency fluctuations and credit market volatility, limding the availability and cost of credit
the future;

e Medicare reimbursement rates issued by the Cefaeidedicare and Medicaid Services (“CMSifcluding the bonus structure basec
CMS performance ratings; and

- federal, state and international regulation.

The Company regularly monitors the trends impactipgrating results from the above mentioned keyofacto appropriately respond
economic and other factors affecting its operatitwash in its ongoing and run-off operations.

Run-off Operations

Prior to February 4, 2013, the Company’s affireinsurance operations had significant expasupeimarily from its guaranteed minimi
death benefits (“‘GMDB”, also known as “VADBe") agdaranteed minimum income benefits (“GMIBi)isiness. Effective February 4, 2(
the Company entered into an agreement to reineer€obmpanys future exposures for this business, net of regsional arrangements in pl
prior to February 4, 2013, up to a specified lirfsiee Note 6 to the Consolidated Financial Statesnemtl the Rum{f Reinsurance section
this MD&A for additional information. As a resuf this transaction, the Company recorded an adéecharge of $507 million that is repor
as a special item.
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Realignment and Efficiency Plan

During the third quarter of 2012, the Company, amreection with the execution of its strategy, cotedi to a series of actions to furt
improve its organizational alignment, operatiorf&aiveness, and efficiency. As a result, the Camprecognized charges in other opere
expenses of $77 million pre-tax ($50 million aftar) in the third quarter of 2012, consisting prityaof severance costs. The Comp
expects to realize annualized aftax-savings of approximately $60 million, the méajoof which is expected to be reinvested in thsibess i
order to enhance the Company’s ability to providieesior service and affordable products to ourausts.
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CONSOLIDATED RESULTS OF OPERATIONS

The Company measures the financial results ofeiggnents using “segment earnings (loss)”, that iseé as shareholderset income (los:
before aftettax realized investment results. Adjusted incoloss] from operations is defined as consolidatgdngmt earnings (loss) exclud
special items (described in the table below) arsdilte of the GMIB business. Adjusted income (Idssin operations is another measur
profitability used by the Company’s management hseait presents the underlying results of operatioihthe Compang' businesses a
permits analysis of trends in underlying revenugeases and shareholdengt income. This measure is not determined in raélece witl
accounting principles generally accepted in theté¢hiStates (“GAAP”)and should not be viewed as a substitute for thetrdectly
comparable GAAP measure that is shareholdersnoene.

The Company excludes special items because managelmes not believe they are representative ofGbmpanys underlying results
operations. The Company also excludes the restilise GMIB business because, prior to Februard®,3, the changes in the fair value
GMIB assets and liabilities were volatile and umjiceable.

Summarized below is a reconciliation between stadeis’ net income and adjusted income from opemnati

Three Months Ended

FINANCIAL SUMMARY March 31,
(In millions) 2013 2012
Premiums and fee $ 7314 $ 6,105
Net investment incom 287 28¢
Mail order pharmacy revenu 425 38¢
Other revenue 18 (40)
Total realized investment gai 139 13
Total revenue 8,183 6,75¢
Benefits and expens 8,109 6,202
Income before taxe 74 552
Income taxe: 15 181
Net income 59 371
Less: net income attributable to redeemable nonaliing interesi 2 -
Shareholder net income 57 371
Less: realized investment gains, net of te 93 12
Segment earnings (loss) (36) 35¢
Less: adjustments to reconcile to adjusted incaoma bperations
Results of GMIB business (af-tax) 25 41
Special items (aft-tax):
Charge related to reinsurance transaction (See &\tmt¢he Consolidated Financial Stateme (507) -
Charge for disability claims regulatory matter (S&se 17 to the Consolidated Financial Stateme (512) -
Costs associated with acquisitions (See Note BedCbnsolidated Financial Statemel - (28)
Litigation matter (See Note 17 to the Consolidd&athncial Statement: - (13)
Adjusted income from operations $ 497 $ 35¢
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Summarized below is adjusted income from operatiynsegment and other key consolidated financit:da

Three Months Ended

March 31,

(In millions) 2013 201z
Adjusted Income (Loss) From Operations

Global Health Can $ 427 $ 29¢
Global Supplemental Benefi 55 43
Group Disability and Life 49 68
Rur-off Reinsuranct (2) (12)
Other Operation 21 2C
Corporate (54) (57)
Total $ 497 3 35¢
Other Key Consolidated Financial Data

Global Medical customersin thousands 14,322 13,86
Cash (used in) / provided by operating activi $ (805) % 941
Shareholder equity $ 9,660 $ 8,561

Results of Operations

Consolidated Revenudscreased 21% for the three months ended Marcl2813 compared with the same period last year dusr
additional month of revenue contribution from HB&Ipring in 2013 and higher premiums and fees irh edcthe Companyg ongoin
businesses reflecting continued growth in targetadket segments.

Shareholders’ net incomelecreased 85% for the three months ended MarcR3B, primarily reflecting the $507 million afteax charg
associated with the February 4, 2013 reinsuranaeeatent with Berkshire and the $51 million afi@x-charge related to the disability cla
regulatory matter, partially offset by higher adggsincome from operations and increased realizegstment gains.

Adjusted income from operationscreased 38%or the three months ended March 31, 2013, largé#iybutable to earnings growth
Global Health Care and Global Supplemental Benélits to revenue growth and effective expense manage partially offset by low:
earnings in Group Disability and Life.

Medical customersncreased 3% compared with the same period last peaarily driven by continued growth in our tatgd custom
segments.

Liquidity and Financial Condition

During the three months ended March 31, 2013,dhewing items affected the Company’s liquidity afigancial condition:

Cash used in operating activitiesicluded payments totaling approximatéig.5 billion to Berkshire in the first quarter 0013 (se
below). Excluding that item, cashlows from operating activities decreased by $27llion primarily due to the timing of receipts f
Medicare Advantage and certain Medicare Part Dnarog. In the first quarter of 2012 the Companiesd approximately $760 millic
of reimbursements relating to the second quat®2013, such second quarter amounts were notvegteintil April. Partially offsettin
this decrease were the favorable effects of higld@grsted income from operations and business growthe ongoing operating segme
during the first quarter of 2013. See the Liquidihd Capital Resources section of the MD&A foritiddal information.

Reinsurance agreement with Berkshiren the first quarter of 2013, the Company entergd an agreement with Berkshire to reinsure

GMDB and GMIB business for a reinsurance premiur2® billion. Approximately $1.5 billion of theirssurance premium was paic
the first quarter of 2013; the remainder was paidipril 30, 2013. The amount paid in the first gigarof 2013 was primarily funded
asset sales, commercial paper borrowings and tagfile See the “Liquidity and Capital Resourcssttion of this MD&A for addition:
information.

Pension Plan Contributions. During the first quarter of 2013, the Companytdbnted to its pension plans $6 million of the $2%illion
planned for 2013. Approximately $80 million of tmemaining $244 million planned contributions igueged. See Note 12 to t
Consolidated Financial Statements for additionfdrimation.

Share Repurchaselhe Company repurchased 1.6 million shares of simck97 million in the first quarter of 2013. Séae Liquidity ant
Capital Resources section of this MD&A for addismformation.
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Cash at the parent company as of March 31, 2013appsoximately $620 million. Shareholdegsjuity increased since the first quarte
2012, reflecting strong earnings in the last niranths of 2012 and the first quarter of 2013.

Outlook for 2013

The Company expects 2013 consolidated adjustesniadoom operations to be higher than 2012 resréftecting the strong adjusted inca
from operations in the first quarter of 2013 angewnted continuing solid performance through theaieder of 2013. This outlook consid
items discussed in the “Industry Developmerdsttion of this MD&A related to sequestration ahd tisability claims regulatory matt
Information is not available for management to omably estimate realized investment results, offittencial impact of any additional spe«
items in 2013.

The Company’s outlook for 2013 is subject to thetdes cited above and in the Cautionary Statemgttii® Form 10Q and the sensitivitis
discussed in the 2012 Form KOCritical Accounting Estimates section of the MD&AThe Company could experience losses relat
investment impairments resulting from unfavorabledit deterioration and equity market and interasé movements. These losses ¢

adversely impact the Compasyconsolidated results of operations and finaremadition and liquidity by potentially reducing thapital of th:
Company’s insurance subsidiaries and reducing theitlend-paying capabilities.

Revenues

Total revenues increased 21% for the three momtisceMarch 31, 2013, compared with the same pein@a812, reflecting the following:
Premiums and Fees

Premiums and fees increased 20% for the three martied March 31, 2013, compared with the samegdani 2012 due to an additio

month of premiums and fees from HealthSpring anttioaed growth in targeted market segments of tlib& Health Care business, as \
as acquisitions and business growth in the Globppmental Benefits segment and business grow@ramip Disability and Life segment.

Net Investment Income

Net investment income was flat for the three momthded March 31, 2013, compared with the same ¢@ii02012, primarily reflecting low
yields, partially offset by higher average investinagssets

Mail Order Pharmacy Revenues

Mail order pharmacy revenues increased 10% forthhee months ended March 31, 2013 compared wittsainge period of 2012, primat
reflecting higher prescription volume for injecBbinedications, partially offset by price decreasésted to a shift to generic oral medicat
from brand names.

Other Revenues

Other revenues included pit&x losses of $39 million for the three months ehtifarch 31, 2013, compared with $95 million for tieee
months ended March 31, 2012, related to futuressaveips entered into as part of a dynamic hedgeramogo manage equity and groy
interest rate risks in the Company’s run-off renagice operations. See the RafiReinsurance section of the MD&A beginning orge®8 fo
more information on this program.

Excluding the impact of these swaps and futuresraots, other revenues increased 4% for the th®hm ended March 31, 2013, compi
with the same period in 2012.

Realized Investment Results
Realized investment results increased significafdlythe three months ended March 31, 2013, condpai¢h the same period last ye
primarily due to a gain on the sale of a real esj@int venture, higher gains on sales of fixedurities largely to fund the February 4, 2!

reinsurance transaction and lower impairment losSee Note 9 to the Consolidated Financial Statésrfer additional information.
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Effective Tax Rate

The consolidated effective tax rate for the thremths ended March 31, 2013 was 20%, which compar88% for the comparable perioc
2012. The considerably lower effective tax rateZ@13 was attributable to significantly reduced4ax income, resulting from charges in t
the Runeff Reinsurance and Group Disability and Life segtegsee Notes 6 and 17 to the Consolidated FiabStatements). Therefore,
effective tax rate for the period was largely dnivgy foreign earnings for which income taxes hagerbprovided using the various fore
jurisdiction¢ tax rates, that are lower than the U.S. statutaty (see Note 15 to the Consolidated FinanciakBtants). These charges
caused a greater proportion of the residual U.8imgs attributable to tagxempt investment income, further reducing thecotffe tax rate
The Company anticipates that the consolidated &ffetax rate will realign with historical trendsiihg the balance of 2013.

INDUSTRY DEVELOPMENTS
Disability Claims Regulatory Matter

Over the past few years, there has been heightengelw by state regulators of the claims handlingcpces within the disability and i
insurance industry. This has resulted in an irs@eia coordinated multtate examinations that target specific markettjmes in lieu o
regularly recurring examinations of an insurer'@l operations conducted by an individual stategulators. The Company has been su
to such an examination and on March 14, 2013, ezhaeln agreement in principle with the Departmehtasurance for Maine, Massachus
Pennsylvania, Connecticut and California (togettier,“monitoring states”) related to its long-tedisability claims handling practices.

The agreement in principle requires, among otheg#h (1) enhanced claims handling proceduresea@lad documentation and disposi
which are similar to those imposed on other comgmtiirough regulatory actions or settlements; @)itoring the Companyg’ implementatio
of these procedures during a twear period following the execution date of theesgnent; and (3) a reassessment of claims denields
during a twoyear period, except California for which the perisdhree years. While the principal terms of éiggeement have been negotii
and documented, the Company remains in discussitintlae regulators and a final, regulatory settlatng@greement has not yet been 1
executed.

In connection with the terms of the agreement ingpple, in the first quarter of 2013, the Compaagorded a charge of $77 million befdee-
($51 million aftertax) that is comprised of two elements: (1) $48iom of benefit costs and reserves from reasseskehs expected to
reopened, including an expected $925,000 in fifiéSP,000 in regulatory surcharges and $9.5 milioalaims handling expenses; and (2)
million in additional costs for open claims as aule of the claims handling changes being impleméntThis charge is reported in the Gr
Disability and Life segment. The Company will hébfect to reexamination 24 months after the effective dateheffinal agreement. If tl
monitoring states find material non-compliance wifth terms of the agreement uporexamination, the Company may be subject to addil
fines or penalties.

Although the agreement with the Departments of iasce has not been finalized, the charge recordéuki quarter is based on managensen
best estimate of: the final terms of the agreemget,jurisdictions in which it will be applicabland the impact that implementation of
agreement will have on the Compasigroup Disability and Life operations. While taeould be adjustments to the charge in futureogert
managemens estimates are revised, the Company does not iettzg@ny variation or additional loss relatedabeeady incurred claims wot
have a material adverse effect on the Company’sdalmated results of operations.

The Companys changes in business practices related to thisemabgether with the challenging environment e disability insuranc
industry, could have a material adverse effectudhRylear 2013 earnings in the Group Disability and lségment, but are not expected ti
material to consolidated results of operationse Tompany has recently introduced modest liemg disability margin improvement actio
in part, to offset the impact of the change in bass practices being implemented while remainimgpsgitive. The effects of these actions
emerge as new business is sold and existing pelécie renewed over the next few years.

Sequestration

On March 31, 2013, a sequestration order, undeBtidget Control Act of 2011 was issued includingugtions in payments to Medici
Advantage (MA) and Prescription Drug Program (PB&Yiers. Effective April 1, 2013, payments to MAd PDP carriers are reduced by
with the reduction expected to remain in place ugio 2021. The lower rates will impact the Companggvenue, and could be somev
mitigated by reductions to medical cost reimbursets¢o health care providers. The Company doegxméct the overall earnings impac
be material to consolidated results of operations.
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Medicare Advantage Reimbursement Rates for 2014

On April 1, 2013, the Centers for Medicare and Mail Services (CMS) issued the final Announceméntalendar Year 2014 Medic:
Advantage Benchmark Rates and Payment Policies. Cdmpany is still assessing the notice, and eggeatonsider the impact in propo
bids to CMS in the second quarter of 2013. ActMaldicare Advantage enrollment, revenues and easnfog 2014 will depend on t
competitiveness of the products offered, as wethasCompanyg ability to manage costs. The Company cautions2bd4 consolidated rest
from operations could vary materially from priorioels.

Health Care Reform

In the first quarter of 2010, the Patient Protatémd Affordable Care Act and the Health Care atidcation Reconciliation Act Health Car
Reform”) were signed into law. Most of the Ianprovisions are already effective while othersl wvéke effect from 2014 to 2018. T
Company has implemented the provisions of Healtte ®eform that are currently in effect (includifge tcommercial minimum medical I¢
ratio requirements) and continues its implementapianning for those provisions that must be imm@atad in the future. Managemen
currently unable to estimate the full impact of He&are Reform on the Compasyfuture results of operations, and its financaaidition an
liquidity due to uncertainties related to interpt&in, implementation and timing of its many promis. It is possible, however, that cer
provisions of Health Care Reform could have a niwtenpact on future results of operations.

Commercial minimum medical loss ratio (“MLRTequirements became effective in January 2011,iniegupayment of premium reba
beginning in 2012 to policyholders or, in some saggoup health plan participants with respechto@ompanys comprehensive commert
medical insurance and HMO plans if certain annuadimum loss ratios are not met. The Company remiris rebate accrual based
estimated medical loss ratios calculated as ptesgipy the U.S. Department of Health and Humani&es\(“HHS") using fullyear premiur
and claim information by state and market segmentehich legal entity that issues comprehensive ecakdisurance policies or serv
agreements. HHS regulations permit adjustmentsealaims used in the calculation for Cignaiternational health care and limited ben
plans subject to the MLR minimums. The adjustmédatslimited benefit plans are only allowed througbl4. HHS recently issued sub
regulatory guidance that provides expatriate heedtherage transitional relief from Health Care Refdincluding the MLR requiremen
through plan years ending on or before Decembe2@15.

Health Care Reform imposes new fees on healtheénsuhat first become payable in 2013 and 2012018, the Company expects to mak
first payment for the comparative effectivenesgaesh fee, a $1 per insured customer levy. In 28fthealth insurance industry fee anc
reinsurance surcharge become effective. The hialtitance industry fee will not be tax deductilthesrefore, the Compars/effective tax ra
is expected to be adversely impacted in futureopleri The amount of the fees is expected to be rahtéhile the Company anticipa
recovering most of the fees through rate incredsesause the 2014 pricing environment remains teioemanagement is unable to estir
the impact on shareholders’ net income.

Health Care Reform also impacts CignaVledicare Advantage and Medicare Part D presoriptirug plan businesses acquired
HealthSpring in a variety of additional ways, irdilg reduced Medicare premium rates (that begah thi¢ 2011 contract year), mand:
minimum reductions to risk scores (beginning in#201ransition of Medicare Advantage “benchmarki&sato Medicare fee-faervice parity
reduced enrollment periods and limitations on diskment, providing “quality bonusesbr Medicare Advantage plans with a rating of fot
five stars from CMS, and mandated consumer dissoomtbrand name and generic prescription drugMésticare Part D plan participants
the coverage gap. Beginning in 2014, Health Cafef requires Medicare Advantage and Medicare Patans to meet a minimum MLR
85%. Under the rules proposed by HHS, if the MbRd& CMS contract is less than 85%, the contrastoFquired to pay a penalty to CMS
could be subject to additional sanctions if the Middtinues to be less than 85% for successive years

Effective in 2014, each state is required to haweath insurance exchange for individuals and kemaployer groups to purchase insure
coverage, with enrollment processes scheduledrtor@nce in October of 2013. These exchanges magrdit statdased, a state and fed:
partnership, or federally facilitated. In the t&ates where the Company currently offers individwaerage, most exchanges will be fede
facilitated. Cigna will continue to evaluate itstpntial participation in these exchanges in eaalkat as they develop.

Management continues to closely monitor the impletatéon of Health Care Reform and is actively emghgith regulators and policymak
on the conversion of legislation to regulationatidition, management is implementing the necessgpgbilities to ensure that the Compatr
compliant with the law and assessing potential opities arising from Health Care Reform. Thes@aunities include the continu
evolution and innovation of our broad health andivess portfolio to improve the health and produitti of our customers, as well as
expansion of our physician collaboration capaktitio improve the quality of care and
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service experience for our customers while lowedasgts and improving overall value.

For additional information regarding Health Carddrm, see the “Regulation” section of the Compar042 Form 10-K.

CRITICAL ACCOUNTING ESTIMATES

The preparation of Consolidated Financial Statemanticcordance with GAAP requires management tkeneatimates and assumptions

affect reported amounts and related disclosurésdarConsolidated Financial Statements. Manageo@mgiders an accounting estimate t
critical if:

* it requires assumptions to be made that were wxineat the time the estimate was made; and

» changes in the estimate or different estimates d¢hatd have been selected could have a materiatteéin the Compang’consolidate
results of operations or financial condition.

Management has discussed the development andigeletits critical accounting estimates and rewéevithe disclosures presented below
the Audit Committee of the Company’s Board of Dioes.

The Companys most critical accounting estimates, as well asefffiects of hypothetical changes in material aggioms used to develop e
estimate, are described in the 2012 Form 10-K:

» goodwill;

e Global Health Care medical claims payable;

e accounts payable, accrued expenses and otheitiegbi#t pension liabilities; and
 valuation of fixed maturity investments.

The Company regularly evaluates items that may ainpatical accounting estimates. As of March 3@13, there are no significant change
the critical accounting estimates from what waoregd in the 2012 Form 10-K.

Summary

There are other accounting estimates used in tepapation of the Compars/'Consolidated Financial Statements, includingnesgs c
liabilities for future policy benefits other thamase identified above, as well as estimates wipeet to unpaid claims and claim expenses, po
employment and postretirement benefits other tlarsipns, certain compensation accruals and incarest

Management believes the current assumptions usestimate amounts reflected in the Compangonsolidated Financial Statements
appropriate. However, if actual experience diffecsn the assumptions used in estimating amourfikscted in the Compang’ Consolidate
Financial Statements, the resulting changes coale la material adverse effect on the Compaiegnsolidated results of operations, ar
certain situations, could have a material adveffeeteon liquidity and the Company’s financial catioh.

SEGMENT REPORTING

The Company measures the financial results okifgnents using “segment earnings (loss)”, thatfinelé as shareholdersicome (loss) fror
continuing operations excluding after-tax realis@eestment gains and losses. “Adjusted income fopmrations’for each segment is defir
as segment earnings excluding special items ancethats of the Company’GMIB business. Adjusted income from operatiagnthée primar
measure of profitability used by the Compangianagement because it presents the underlyioisre$ operations of the segment and per
analysis of trends. Each segment provides a ré@dion between segment earnings and adjustechiecioom operations.

Effective December 31, 2012, the Company changeddporting segments. See the Introduction seabfothe MD&A for additiona
information.
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Global Health Care Segment

Segment Description

As discussed in the Introduction section of this &Dand Note 16 to the Consolidated Financial Staets, effective December 31, 2012,
Company changed its reporting segments. Prioripéamation has been conformed to the new segimersentation.

Global Health Care aggregates the following tworafieg segments:

*  TheCommercialoperating segment includes both the U.S. commeacidlinternational health care businesses that wiered an
selfinsured medical, dental, behavioral health, visamg prescription drug benefit plans, health adepgaograms and other prodi
and services that may be integrated to provide cehgmsive global health care benefit programs tpleyers and their employe
including globally mobile individuals. Cigna, esthdirectly or through its partners, offers somealbof these products and service
all 50 states, the District of Columbia, the U.Sxgih Islands, Canada, Europe, the Middle East, Aasid. Cigna services its globe
mobile customers virtually everywhere in the worlthese products and services are offered througtniety of funding arrangemel
such as administrative services only (ASO), guaeohtost and retrospectively experience-rated.

. The Governmentoperating segment offers Medicare Advantage plarsehiors in 15 states and the District of Columbiadicart
Part D plans in all 50 states and the District ofuthbia, and Medicaid plans. Results for the Gorent operating segment inch
HealthSpring from the January 31, 2012 date of s@gun.

The Company measures the operating effectivene® d@dlobal Health Care segment using the follovkieg metrics:
» segment earnings and adjusted income from opagtio

e customer growth;

 sales of specialty products;

» other operating expense as a percentage of segevemues (operating expense ratio); and

* medical expense as a percentage of premiums (al@die ratio) in the guaranteed cost and Medibasinesses.

Results of Operations

Three Months Ended

FINANCIAL SUMMARY March 31,

(In millions) 2013 201z
Premiums and fee $ 5824 $ 4,86¢
Net investment incom 75 66
Mail order pharmacy revenu 425 38¢€
Other revenue 48 51
Segment revenue 6,372 5,372
Mail order pharmacy cost of goods s 344 321
Benefits and other expens 5,366 4,61¢
Benefits and expens 5,710 4,93¢
Income before taxe 662 43¢
Income taxe: 235 157
Segment earnings 427 27¢
Less: special items (af-tax) included in segment earniny

Costs associated with the HealthSpring acquis - (7
Charge related to litigation matters (See Noteolfhé Consolidated Financial Stateme - (13)
Adjusted income from operations $ 427 $ 29¢€
Realized investment gains, net of ta $ 556 $ 7

Segment earnings increased 55% for the three memithsd March 31, 2013 compared with the same p@ni@®12. The increase is larg
due to higher adjusted income from operations asal i@flects the absence of special items fordtimn and acquisition costs reported in
first quarter 2012.
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The Global Health Care segmentidjusted income from operations increased 44%htothree months ended March 31, 2013, comparth
the same period in 2012 primarily reflecting:

» revenue growth in the Commercial operating segnm@mharily due to a higher customer base in theeegpcerated, guaranteed cost i
administrative services only (ASO) businesses, alf as rate increases on most products, relatiwehsistent with underlying cost tren
and increased specialty contribution;

* lower operating expenses in the U.S. Commerciainess driven by the timing of investments in tedbgyg and business initiative
operating expense efficiencies and a curtailmeint gdated to the postretirement benefit plan feeend

» more favorable prior year development, including ithpact of refinements to the MLR rebate accrual.

Adjusted income from operations also reflects highmedical care ratios (MCR), primarily in the Mealie Advantage and Commeri
Guaranteed Cost businesses. The higher MCR inddesliAdvantage is driven by lower per member regeas well as higher utilization
2013 mainly due to increased flu related claimse Guaranteed Cost MCR primarily reflects a chamgbusiness practice regarding brc
commissions, with no impact to adjusted income fagrarations.

Revenue:

The table below shows premiums and fees for thb&@ldealth Care segment:

Three Months Ended

March 31,
(In millions) 2013 201z
Medical:
Guaranteed co(® $ 1,107 $ 1,02¢
Experienc-rated(@) 571 50¢
Stop loss 464 407
International health cai 444 39¢
Dental 283 24¢
Medicare 1,438 95t
Medicaid 75 21
Medicare Part L 436 39¢
Other 182 167
Total medica 5,000 4,12¢
Fees®) 824 74F
Total premiums and fees $ 5824 $ 4,86¢
(1)  Excludes international health care guaranteed @smiums.
(2)  Includes minimum premium business that has a niskl@ similar to experience-rated funding arrangemts. The risk portion of minimum premium reveisueported in experiencextted medice
premium whereas the self funding portion of mininpremium revenue is reported in fees. Also, inetudertain norparticipating cases for which special customer leeporting of experience

required.

(3) Includes fees related to the U.S. and internatidvedith care businesses.

Premiums and feeincreased 20% for the three months ended Marcl2@L3 compared with the same period of 2012, prignalriven by
growth in the Government operating segment primatile to an additional month of premium from He@fihing reflecting the timing of tl
acquisition on January 31, 2012. In addition, ptens and fees include growth in the U.S. commeroiadiness driven by rate increase:
most products, relatively consistent with undemyaost trends, and a higher ASO customer basdtingsin higher fees, stop loss revenues
specialty contribution. Premiums and fees from ititernational health care business increased pifymdue to new sales and, to a le:
extent, the conversion of Vanbreda business frawicgeto risk.

Net investment incomincreased 14% for the three months ended MarcB@®I3 compared with the same period of 2012, reflgahcrease
average asset levels and higher income from patieinvestments, partially offset by lower yields.

Mail order pharmacy revenudncreased 10% for the three months ended Marcl2@L3 compared with the same period of 2012 priy
reflecting higher prescription volume for speciaityedications (injectibles), partially offset by ggidecreases related to a shift to generic
medications from brand names.
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Other revenuesconsist primarily of revenues earned on direct okarsales of certain specialty products, includb®avioral health ai
disease management, as well as revenues for maeagsenvices provided to independent physiciancssons and health plans.
Benefits and Expense

Global Health Care segment benefits and expensesstof the following:

Three Months Ended

March 31,

(In millions) 2013 201z
Medical claims expens $ 4,047 $ 3,31¢
Mail order pharmacy cost of goods s 344 321
Operating expenses (excluding special ite 1,319 1,271
Special item(s - 31
Total benefits and expenses $ 5710 $ 4,93¢
Selected ratio

Guaranteed cost medical care ri 77.6% 76.2%
Medicare Advantage medical care re 84.3% 81.1%
Medicare Part D medical care ra 98.4% 102.1%
Operating expense ratio (including special ite 20.7% 24.2%
Operating expense ratio (excluding special ite 20.7% 23.7%

Medical claims expensincreased by 22% for the three months ended Mat¢ct2813 compared with the same period in 2012, gmilg
reflecting an additional month of claims expensarfiHealthSpring in 2013, medical cost inflationgd@m increase in flu related claims.

Operating expense@including special items) increased by 1% for thee¢ months ended March 31, 2013 compared witlsdhee period |
2012. Excluding special items, operating expenseeased by 4%. The increase is primarily due tadatitional month of operating exper
from HealthSpring in 2013. This increase was phytiaffset by the timing of investments in techngyoand business initiatives, opera
expense efficiencies, and a curtailment gain rdltdehe postretirement benefit plan freeze.

One measure of the segmantverall operating efficiency is the operating enge ratio, calculated as total operating expedagded by
segment revenues. The table above shows opestpanse ratios for the Global Health Care segment.

The operating expense ratios decreased for the thonths ended March 31, 2013 compared to the panied in 2012, primarily driven |
revenue growth, the timing of investments in tedbgy and business initiatives, operating expenseieficies, and a curtailment gain rele
to the postretirement plan freeze. The additionahth of activity from HealthSpring in 2013, whittas a substantially lower operal
expense ratio when compared to the Company’s coniaidusinesses, also contributed to the loweralleperating expense ratio.
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Other Items Affecting Health Care Results

Global Health Care Medical Claims Payable

Medical claims payable is higher at March 31, 2@b8pared to December 31, 2012, reflecting custognewth, as well as the seasc
buildup of Stop Loss and Medicare Part D reser(&ge Note 5 to the Consolidated Financial Statésrfenadditional information).

Medical Customer:

A medical customer is defined as a person meetiggae of the following criteria:

* is covered under an insurance policy or serviceegent issued by the Company;

» has access to the Company’s provider networkdeered services under their medical plan; or

» has medical claims that are administered by thagzmy.

As of March 31, estimated total medical customegsanas follows:

(In thousands 2013 2012
Commercial Risk
U.S. Guaranteed cc® 1,137 1,09¢
U.S. Experienc-rated(@ 790 77¢
International health car- risk 759 71%
Total commercial ris| 2,686 2,58¢
Medicare 451 414
Medicaid 23 20
Total governmen 474 434
Total risk 3,160 3,022
Service, including international health c. 11,162 10,84:
Total medical customers 14,322 13,86

(1) Excludes customers from the international healtfe dausiness.
(2) Includes minimum premium customers, who have apmiskile similar to experience-rated members. Alswludes certain nomarticipating cases for which special customer leeporting o

experience is required. Excludes internationalltreeare business.

The Companys overall medical customer base as of March 313 20dreased 3% when compared with March 31, 20dig)gpily driven by
continued growth in the middle, select, individuaid government segments.
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Global Supplemental Benefits Segment

Segment Description

As explained in the Introduction section of this Bi® and Note 16 to the Consolidated Financial Staets, effective December 31, 2012,
Company changed its external reporting segmenisr year information has been conformed to the segment structure.

The Global Supplemental Benefits segment includeplemental health, life and accident insurancelyets offered in the U.S. and fore
markets, primarily in Asia, as well as Medicare@emental coverage following the 2012 acquisitibiGoeat American Supplemental Bene

The key factors for this segment are:

e premium growth, including new business and custaetention;

»  benefits expense as a percentage of earned preflassratio);

e operating expense as a percentage of earned pref@iypanse ratio); and
» the impact of foreign currency movements.

Throughout this discussion, prior period currendjusted income from operations, revenues, and lisraefd expenses are being calculate

applying the current periosl’'exchange rates to reported results in the padpg. A strengthening U.S. Dollar against foregymrencies wi
decrease segment earnings, while a weakening Wirproduces the opposite effect.

Results of Operations

Three Months Ended

FINANCIAL SUMMARY March 31,

(In millions) 201 201z
Premiums and fee $ 604 $ 444
Net investment incom 25 21
Other revenue 8 8
Segment revenu 637 478
Benefits and expens 562 427
Income before taxe 75 46
Income taxe: 18 3
Income attributable to redeemable noncontrollirtgrest 2 -
Segment earnings 55 43
Adjusted income from operatiol $ 55 $ 43
Adjusted income from operations, using actual 201f8ency exchange rat $ 55 $ 44
Realized investment gains, net of ta $ 5 $ 3

Global Supplemental Benefits segment earnings a&sem@ 28% for the three months ended March 31, 20dtpared with the same period
year. Segment earnings for 2012 include an $8anilfavorable adjustment related to the expansioa oapital management strategy
further discussion in the Liquidity and Capital Reces section of the MD&A). Excluding the effedtthis item and using actual 2C
currency exchange rates, adjusted income from tipasaincreased 53% for the three months ended Mat¢ 2013 compared to the st
period in 2012. This increase was primarily drii®nstrong revenue growth, primarily in South Koeeell, to a lesser extent, lower acquis
costs in Europe, reflecting a decision to ceadmgedctivities in certain markets.

Revenue:
Premiums and fees. Using actual 2013 currency exchange rates, premamdsfees increased by 33% for the three monthsdehhrch 31
2013, compared with the same periods last yeaes@lncreases are primarily attributable to theuisttgpn of Great American Supplemer

Benefits and Finans Emeklilik (the acquisitionsjdao a lesser extent, strong persistency, andsades growth, particularly in South Korea.
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Net investment incomincreased by 19% for the three months ended MatcR@L3 compared with the same periods last yEhese increas
were primarily due to the acquisitions and asseivijr, particularly in South Korea.

Benefits and Expense

Using actual 2013 currency exchange ratesiefits and expenses increased by 29% for the thomths ended March 31, 2013, compared
the same period last year. This increase was pitintare to the acquisitions and business growth.

Loss ratios increased for the three months endedhMzil, 2013 reflecting the inherently higher lostsos of the Great American Suppleme
Benefits business.

Policy acquisition expenses increased for the timeaths ended March 31, 2013, reflecting the adipiis and business growth, parti
offset by lower acquisition costs in Europe refiegta decision to cease selling activities in dartaarkets.

Expense ratios decreased for the three months evidezh 31, 2013 compared to the same period last yEhis decrease was primarily dri
by the impact of the lower expense ratios assatiatth the Great American Supplemental Benefitdrmss.

Income Taxes

The Global Supplemental Benefits segmeeffective tax rate for the three months endedcM&1, 2013 was 24.9%, compared with 23.79
the same period last year excluding the first qua2012 implementation effect of this capital maragnt strategy. The increase in
effective tax rate was driven by higher earningstidbutions from operations in countries with higledfective tax rates, partially offset
favorable effects from the extension of certain.Un8ome tax legislation.

Other Items Affecting Global Supplemental BenefitResults

For the Companys Global Supplemental Benefits segment, South Ksee single largest geographic market, genagadiodo of th
segment revenues and 74% of earnings for the three mamttied March 31, 2013. Due to the concentratidousfness in South Korea,
Global Supplemental Benefits segment is exposgubtential losses resulting from economic, regulatord geopolitical developments in t
country, as well as foreign currency movementsctifig the South Korean currency, that could hawggaificant impact on the segment’
results and the Company'’s consolidated financsults.
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Group Disability and Life Segment

Segment Description

As explained in the Introduction section of this Bi® and Note 16 to the Consolidated Financial Staets, effective December 31, 2012,
Company changed its external reporting segment® Qroup Disability and Life segment includes grdigability, life, accident and specic
insurance, including certain disability and lifsimance business previously reported in the foleaith Care segment. Prior year informa
has been conformed to the new segment structure.

Key factors for this segment are:

*  premium growth, including new business and custatention;

* netinvestment income;

*  benefits expense as a percentage of earned preflossratio); and

» other operating expense as a percentage of earerdums and fees (expense ratio).

Results of Operations

Three Months Ended

FINANCIAL SUMMARY March 31,
(In millions) 201z 2012
Premiums and fee $ 85¢ $ 765
Net investment incom 76 76
Segment revenue 934 83¢
Benefits and expens 94C 742
Income (loss) before income taxes (bene (6) 97
Income taxes (benefit (4) 28
Segment earnings (loss (2) 68
Less special items (af-tax) included in segment earniny

Charge for disability claims regulatory matter (S&me 17 to the Consolidated Financial Stateme (51) -
Adjusted income from operatiol $ 49 $ 68
Realized investment gains, net of ta $ 14 $ 2

Segment earnings for the three months ended MdrcB(.3 decreased compared with the same peripdlg as a result of the charge rel
to a disability claims regulatory matter (see thedtistry Developmentssection of this MD&A on page 48 for additional infieation) an
higher disability and life loss ratios partiallyfedt by a favorable operating expense ratio (sesefs and Expenses below) and a Ic
accident loss ratio.

Revenue:

Premiums and feedncreased 12% for the three months ended Marct2813 compared with the same period of 2012 refigcttron:
disability and life new sales, in-force growth arwhtinued strong persistency.

Net investment incomwas flat for the three months ended March 31, 2@iBpared with the same period of 2012 as lowensssal securil
partnership income were largely offset by highei estate yields.

Benefits and Expense

Benefits and expenses increased 27% for the thoeeh® ended March 31, 2013 compared with the sariecbin 2012 as a result of the ¢
million beforetax impact of the disability claims regulatory neaftpremium growth in the disability and life busés and higher loss ratios
the disability and life businesses, partially offeg a lower operating expense ratio. The highsatility loss ratio reflects less favorable cl
experience primarily as a result of lower resoli@nd higher approvals on previously reportedndaind reopens. The higher life loss |1
primarily reflects higher new claims. The lowereogting expense ratio is driven by lower overhe8enefits and expenses include
favorable impact of accident reserve studies ofrfion for the three months ended March 31, 20d@npared with $4 million for the sa
period in 2012.
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Run-off Reinsurance Segment

Segment Description

The Company’s reinsurance operations were discosdimnd are now an inactive business inaofinmode since the sale of the U.S. indivic
life, group life and accidental death reinsurangsitess in 2000.

Effective February 4, 2013, the Company reinsui@@PAa of the Company'’s future exposures for the RiirtcMDB and GMIB business, net
retrocessional arrangements in place prior to Fard, 2013, up to a specified limit. See Noteo6thte Consolidated Financial and
Introduction section of this MD&A for additional fiormation.

In 2010, the Company effectively exited from its rikers’ compensation and personal accident reinsurancendsssiby purchasil
retrocessional coverage from a Bermuda subsidiaBnstar Group Limited.

Prior to February 4, 2013, the Company excludedésalts of the GMIB business from adjusted incdrom operations because the fair vi

of GMIB assets and liabilities was recalculatedhequarter using updated capital market assumptidie resulting changes in fair val
which were reported in shareholders’ net incomegwelatile and unpredictable.

Results of Operations

Three Months Ended

FINANCIAL SUMMARY March 31,

(In millions) 201 201z
Premiums and fee $ 2 $ 5
Net investment incom 13 26
Other revenue (39) (95)
Segment revenus (24) (64)
Benefits and expens 71¢ (110
Income (loss) before income tax (743 46
Income taxes (benefit (260 16
Segment earnings (loss (483; 30
Less: results of GMIB busine 25 41
Less: special item (aft-tax) included in segment earnin

Charge related to reinsurance transac (507 -
Adjusted loss from operations $ (1) $ (11)
Realized investment gains net of ta $ 14 $ .

Segment results for the three months ended MarcB@I13, reflects the charge related to the FebrdiaR®013 reinsurance transaction of $
million. See Note 6 to the Consolidated Financtakt&nents for further information around the losg@nsurance.

See the Benefits and Expenses section for furtiseussion around the results of the GMIB and GMDRBibess, including the impact of
February 4, 2013 reinsurance transaction.
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Other Revenues

Other revenues consisted of gains and losses futanes and swap contracts used in the GMDB and G&tjBity and interest rate hec
programs prior to February 4, 2013 that were disnard after that date. The components were &sasl

Three Months Ended

March 31,
(In millions) 201: 201z
GMDB - Equity Hedge Progral $ (28) $ (84)
GMDB - Growth Interest Rate Hedge Progr (4) )
GMIB - Equity Hedge Prograi (6) 8
GMIB - Growth Interest Rate Hedge Progr (1) -
Other revenue $ (39 $ (99

The hedging programs generally produced losses whaity markets and interest rates were risinggaids when equity markets and inte
rates were falling. Amounts reflecting related rfpes in liabilities for GMDB contracts were inclablim benefits and expenses consistent
GAAP when a premium deficiency exists, resulting mo effect on shareholders’ net income (see beld®thér Benefits ar
Expenses”).Changes in liabilities for GMIB contracts, includitthe portion covered by the hedges, were recoid€aMIB fair value (gain
loss.

Benefits and Expense

Benefits and expenses were comprised of the foligwi

Three Months Ended

March 31,
(In millions) 201: 2012
GMIB fair value (gain) $ = $ (67)
Other benefits and expens 71¢ (43
Benefits and expens $ 71¢ $ (110

GMIB fair value (gain). GMIB fair value results for the three months ehdéarch 31, 2013 reflects gains through Februarg04,3 fron
increases in underlying account values and inteagéss fully offset by the charge related to thbrbary 4, 2013 reinsurance transaction.

GMIB fair value gain of $67 million for the threeamths ended March 31, 2012 was primarily due toeiases in interest rates and signifi
increases in equity markets driving increases ohediing account values in the period.

Other Benefits and ExpensesOther benefits and expenses are comprised dblioeving:

Three Months Ended

March 31,
(In millions) 201: 2012
Results of GMDB equity and interest rate hedginmgpams $ (32 $ (87)
Reserve strengthenir 727 18
Other GMDB, primarily accretion of discou 6 19
GMDB benefit expens 701 (50
Other, including operating expens 18 7
Other benefits and expens $ 71¢ $ (43

Capital market movements. Prior to the February 4, 2013 reinsurance traiwacthe reduction in benefits expense in 2013 ianthe firs
quarter of 2012 reflects favorable equity markeverents.

Reserve strengthenin. The reserve strengthening in the first quarter@f3?was driven by the reinsurance transaction bfuzy 4, 2013
The reserve strengthening in the first quarterQif2was driven by reductions to the lapse assumpfiar a subset of the book.
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Other benefits and expensesOther, including operating expenses, increaselearirst quarter of 2013 primarily due to expenassociated
with the reinsurance transaction of February 43201

Other Operations Segment

Segment Description
Cigna’s Other Operations segment includes the tesfithe following businesses:

»  corporate-owned life insurance (“COLI");
» deferred gains recognized from the sale of theeraknt benefits and individual life insurance anduty businesses; and
*  run-off settlement annuity business.

Results of Operation

Three Months Ended

FINANCIAL SUMMARY March 31,

(In millions) 201z 2012
Premiums and fee $ 26 $ 26
Net investment incom 96 98
Other revenue 12 13
Segment revenus 134 137
Benefits and expens 103 10€
Income before taxe 31 31
Income taxe: 10 11
Segment earning 21 20
Adjusted income from operatiol $ 21 $ 20
Realized investment gains, net of ta $ 5 $ -

Segment earnings and adjusted income from opesasilightly increased for the three months endedch8d, 2013 compared with the st
period in 2012 reflecting higher COLI earnings dwemore favorable mortality gains, offset by thentioued decline in deferred g
amortization associated with the sold businesses.

Premiums and fees Premiums and fees reflect revenue primarily oivamsal and whole life insurance policies in the LC®usiness
Premiums and fees were flat for the three montde@march 31, 2013, compared with the same peni@®D12 due to strong persistency.

Net investment incom. Net investment income slightly decreased for teg¢hmonths ended March 31, 2013, compared witlsahee perio
in 2012, primarily reflecting lower average yields.

Other revenues Other revenues decreased for the three months ddexth 31, 2013, compared with the same periodiRZrimarily due t
lower deferred gain amortization related to thel setirement benefits and individual life insurameel annuity businesses.

For more information regarding the sale of thesdrmsses, see Note 6 to the Consolidated Fina®t@sments.

Benefits and expense Benefits and expenses decreased for the thre¢hmended March 31, 2013, compared with the samedpim 2012
primarily due to lower interest credited in the A®lsiness, resulting in no impact to earnings.
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Corporate

Description

Corporate reflects amounts not allocated to opggasegments, such as net interest expense (dedimédterest on corporate debt less
investment income on investments not supportingmeeg operations), interest on uncertain tax passtiocertain litigation matte
intersegment eliminations, compensation cost focksbptions, associated with the Companfybzen pension plans, certain corporate pr
costs and corporate overhead expenses such aditexpenses.

Three Months Ended

FINANCIAL SUMMARY March 31,
(In millions) 201z 201z
Segment los $ 54 % (78)

Less: special items (af-tax) included in segment los
Costs associated with HealthSpring acquisi - (22)
Adjusted loss from operatiol $ (549 3 (57)

Corporates segment loss was significantly lower for the ¢hmeonths ended March 31, 2013 compared with thes ggariod in 2012 primari
reflecting the absence of the special item rel&tettie HealthSpring acquisition recorded in thstfgquarter of 2012.

Corporates adjusted loss from operations was lower for tireet months ended March 31, 2013 compared withséimee period in 201
primarily reflecting the absence of a non-qualiffEghsion plan settlement charge recorded in teedirarter of 2012.
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LIQUIDITY AND CAPITAL RESOURCES

Liquidity
The Company maintains liquidity at two levels: tdsidiary level and the parent company level.
Liquidity requirements at the subsidiary level getlg consist of:

e claim and benefit payments to policyholders; and

e operating expense requirements, primarily for erygdocompensation and benefits.
The Company’s subsidiaries normally meet their afiieg requirements by:

*  maintaining appropriate levels of cash, cash edgita and short-term investments;

» using cash flows from operating activities;

*  selling investments;

e matching investment durations to those estimatethfrelated insurance and contractholder liabdjtand

e borrowing from its parent company.
Liquidity requirements at the parent company lgesierally consist of:

*  debt service and dividend payments to shareholders;

e pension plan funding.
The parent company normally meets its liquidityuiegments by:

°  maintaining appropriate levels of cash, cash edgia and short-term investments;

collecting dividends from its subsidiaries;
e using proceeds from issuance of debt and equityrgies; and

e borrowing from its subsidiaries.

Cash flows for the three months ended March 31ewasrfollows:

(In millions) 2013 2012
Operating activitie: $ (805) $ 941
Investing activities $ 962 $ (3419
Financing activitie: $ 185 $ (106

Cash flows from operating activities consist offcasceipts and disbursements for premiums and fea#,order pharmacy, other reveni
investment income, taxes, benefits and expenses,paior to February 4, 2013, gains (losses) ratzggl in connection with the Company’
GMDB and GMIB equity hedge programs. Because tertacome and expense transactions do not genemgh, and because c
transactions related to revenues and expenses o@y o periods different from when those revenaesl expenses are recognize:
shareholders’ net income, cash flows from operadictiyities can be significantly different from seholders’ net income.

Cash flows from investing activities generally cehsf net investment purchases or sales and rrehases of property and equipment, w
includes capitalized software, as well as cash ts@dquire businesses.

Cash flows from financing activities are generabmprised of issuances andpayment of debt at the parent company level, padsea th
issuance of common stock resulting from stock optiexercises, and stock repurchases. In additibe, gubsidiaries report 1
deposits/withdrawals to/from investment contraetilities (which include universal life insurancabilities) because such liabilities
considered financing activities with policyholders.

62




Table of Contents
2013:
Operating activities

Cash outflows from operating activities includegp&nts totaling $1.5 billion to Berkshire in contien with the February 4, 2013 reinsura
transaction. Excluding those payments, cash flivars operating activities decreased by $271 millionthree months ended March 31, 2
compared with the same period last year primatilg tb the timing of receipts for Medicare Advantagel certain Medicare Part D progral
In the first quarter of 2012 the Company receivpgraximately $760 million of reimbursements relgtio the second quarter. In 2013, ¢
second quarter amounts were not received untillAfptartially offsetting this decrease were theofable effects of higher adjusted incc
from operations and business growth in the ongopeyating segments, favorable receivable collestiand lower GMDB hedge losses.

Investing activities
Cash provided by investing activities was $962ioillfor the three months ended March 31, 2013.s Thinsisted primarily of net investm

sales of $1.1 billion that were used largely todiuhe reinsurance payments to Berkshire, partiaffget by purchases of property i
equipment of $84 million.

Financing activities

Cash provided by financing activities for the thmaenths ended March 31, 2013 primarily reflectsirmrease in shoiterm debt of $1¢
million, primarily commercial paper that was usedptrtially fund the payment to Berkshire. In digai, cash provided by financing activit
also included net deposits to contractholders3afigillion, offset by repurchases of common stot®% million (net of unsettled purchase:

$20 million at March 31, 2013). Through May 2, 30the Company repurchased 3.9 million shares f&@0$illion. Remaining sha
repurchase authorization as of May 2, 2013 was $564llion.

Interest Expense

Interest expense on long-term debt, short-term dettcapital leases was as follows:

Three Months Ended

March 31,
(In millions) 201z 201z
Interest expens $ 67 $ 66

Capital Resources

The Companys capital resources (primarily retained earningd Hre proceeds from the issuance of debt and eaityrities) provic
protection for policyholders, furnish the financstength to underwrite insurance risks and fad#itcontinued business growth.

Management, guided by regulatory requirements atidhg agency capital guidelines, determines the wennof capital resources that
Company maintains. Management allocates resourmasew longterm business commitments when returns, considdtiegrisks, loo
promising and when the resources available to stjgpésting business are adequate.

The Company prioritizes its use of capital resositce

« provide capital necessary to support growth anchtaai or improve the financial strength ratingssabsidiaries including pension fund
obligations;

« consider acquisitions that are strategically armhemically advantageous; and
 return capital to investors through share repurehas

The availability of capital resources will be impeat by equity and credit market conditions. Exteewolatility in credit or equity mark
conditions may reduce the Company'’s ability to é&debt or equity securities.
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Liquidity and Capital Resources Outlook

At March 31, 2013, there was $620 million in casld ahortterm investments available at the parent comparsl.I&or the remainder of 20:
the parent company’s cash requirements includedstb@ interest payments of approximately $200 omllion longterm debt (includin
current maturities) of $5.0 billion outstandingMrch 31, 2013. In addition, $400 million of commiat paper will mature over the next th
months. The Company expects to make additionalribariions to the pension plan of $244 million fbeetremainder of the year. The pa
company expects to fund these cash requirementssimg available cash, subsidiary dividends anddfyhancing a portion of the maturi
commercial paper borrowings with new commercialgrap

In the first quarter of 2013 the Company effectyvekited the rureff reinsurance business and paid $1.5 billionhef $2.2 billion reinsuran
premium due to Berkshire. The $1.5 billion wasded primarily from sales of investment assets, gacempany cash and commercial pi
borrowing of $200 million. In April 2013, the Comapy used security repurchase agreements to incskasterm borrowings and paid t
remaining reinsurance premium to Berkshire. Dutimg remainder of 2013, the Company expects to tatm@additional asset sales, rec
additional related tax benefits and repay all stenh borrowings associated with the transactiome TCompany expects to have
approximately $75 million of parent company casfuttd the transaction after all asset sales arepteted and tax benefits are realized.

The availability of resources at the parent comgang! is partially dependent on dividends from @@mpanys subsidiaries, most of which
subject to regulatory restrictions and rating agesapital guidelines, and partially dependent anahailability of liquidity from the issuance
debt or equity securities.

The Company expects, based on its current castiggpand current projections for subsidiary dividento have sufficient liquidity to meet
obligations discussed above.

However, the Company’s cash projections may nothbézed and the demand for funds could exceedadblaicash if, for example:
» ongoing businesses experience unexpected shoitfaknings;

« regulatory restrictions or rating agency capitaldglines reduce the amount of dividends availabléd distributed to the parent comp
from the insurance and HMO subsidiaries (includimgimpact of equity market deterioration and \ititgton subsidiary capital)

« significant disruption or volatility in the capitahd credit markets reduces the Company’s abditaise capital; or
« a substantial increase in funding over currentgmtipns is required for the Company’s pension plan.

In those cases, the Company expects to have tkibifiy to satisfy liquidity needs through a vatyeof measures, including intercompi
borrowings and sales of liquid investments. Thepacompany may borrow up to $1.0 billion fromptincipal insurance subsidiaries with
prior state approval. As of March 31, 2013, the @any’s insurance subsidiaries had $648 million of netrgcompany loan balances owe:
the parent company.

In addition, the Company may use sherm borrowings, such as the commercial paper progthe committed revolving credit and lette
credit agreement of up to $1.5 billion subjectite tnaximum debt leverage covenant in its line eflitragreement. As of March 31, 2013,
Company had $1.4 billion of borrowing capacity unttee credit agreement, reflecting $66 million eftérs of credit issued out of the cr
facility. Within the maximum debt leverage covenanthe line of credit agreement, the Company haadditional $5.0 billion of borrowir
capacity in addition to the $5.4 billion of debtstanding.

The Company maintains a capital management strateggrmanently invest the earnings of certairt®ofdareign operations overseas. Du
the first quarter of 2012, the Company expandesigtrategy to its China and Indonesia operati®termanently invested earnings are gene
deployed in these countries, and where possiblerdoreign jurisdictions, in support of the ligitidand capital needs of the Company’
foreign operations. As of March 31, 2013 permalyemginvested earnings were approximately $718iomll Approximately $300 million
cash and cash equivalents held in these countoegdwif repatriated, be subject to a charge raprisg the difference between the U.S.
foreign tax rates. This strategy does not matgrimhit the Companys ability to meet its liquidity and capital needshe United States. Ce
and cash equivalents in foreign operations are pefdarily to meet local liquidity and surplus needith excess funds generally investe
longer duration high quality securities.

Though the Company believes it has adequate soafdigiidity, continued significant disruption eplatility in the capital and credit mark
could affect the Company’s ability to access thosekets for additional borrowings or increase castsociated with borrowing funds.
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Guarantees and Contractual Obligations

The Company, through its subsidiaries, is contitigdiable for various contractual obligations emg@ into in the ordinary course of busine
See Note 17 to the Consolidated Financial Statesrfentadditional information.

There is no update to the contractual obligatioesipusly provided in the Company’s 2012 Form 10-K.

INVESTMENT ASSETS

The Company’s investment assets do not includeragpaccount assets. Additional information reggydhe Companys investment asst
and related accounting policies is included in N@&e8, 9, 10, 11 and 14 to the Consolidated FiahStatements. More detailed informai
about the fixed maturities portfolios by type oduier, maturity dates, and, for mortgages, by dehtice coverage and loan-taue ratios i
included in Note 9 to the Consolidated Financiat&nents and Notes 2, 11, 12 and 18 to the ComsetidFinancial Statements in
Company’s 2012 Form 10-K.

During the three months ended March 31, 2013, tbeganys fixed maturities decreased approximately $1.Mohildue primarily to ass
sales to fund the reinsurance transaction with &erk, however, the mix of investments and theimpry characteristics had not materi
changed since December 31, 2012. The Compdined maturity portfolio continues to be diversd by issuer and industry type with
consumer sector representing the largest singlesingl concentration approximating 10% of total isteel assets as of March 31, 2013.
Company’s commercial mortgage loan portfolio isedsified by property type, geographic location dndower.

Fixed Maturities

Investments in fixed maturities include publiclpded and privately placed debt securities, mortgageother assdtacked securities, prefer
stocks redeemable by the investor and hybrid aadirtg securities. The Company estimates fair walugng prices from third parties
internal pricing methods. Fair value estimateirazd from thirdparty pricing services are based on reported taatigity and quoted mark
prices when available, and other market informatizait a market participant may use to estimate alue. Internal pricing methods
performed by the Comparg/investment professionals, and generally invokiagidiscounted cash flow analyses, incorporatingenit marke
inputs for similar financial instruments with connphle terms and credit quality, as well as othelitative factors. In instances where the
little or no market activity for the same or similastruments, fair value is estimated using meshaoabodels and assumptions that the Com
believes a hypothetical market participant would tesdetermine a current transaction price. Thedgation techniques involve some leve
estimation and judgment that becomes significatt wicreasingly complex instruments or pricing mede

The Company is responsible for determining faiuealas well as the appropriate level within the ¥alue hierarchy as defined in Note 8 to
Consolidated Financial Statements, based on théfismnce of unobservable inputs. The Companyeres methodologies and processe
third-party pricing services and compares prices ontebtesis to those obtained from other external pgicources or internal estimates.
Company performs ongoing analyses of both pricesived from thirdparty pricing services and those developed intgrrialdetermine thi
they represent appropriate estimates of fair vallibese analyses include reviewing to ensure tHaé$ do not become stale and whe
changes from prior valuations are reasonable arire@dditional review. The Company also perfosasiple testing of sales values to con
the accuracy of prior fair value estimates. Exiostidentified during these processes indicatealpistments to prices are infrequent an
not significantly impact valuations.

The following table reflects the Company’s fixedtoréty portfolio by type of issuer as of March 2013 and December 31, 2012:

(In millions) March 31, 201 December 31, 2012
Federal government and agetr $ 847 $ 902
State and local governme 2,401 2,437
Foreign governmer 1,247 1,322
Corporate 11,00¢ 11,896
Federal agency mortge-backec 107 122
Other mortgag-backec 83 89
Other ass+-backec 914 937
Total $ 16,60( $ 17,705
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As of March 31, 2013, $14.8 billion, or 89%, of tfied maturities in the Compars/investment portfolio were investment grade (Biaé
above, or equivalent), and the remaining $1.8dillivere below investment grade. The majority ef blonds that are below investment g
are rated at the higher end of the non-investmettegspectrum. These quality characteristics havenaterially changed during the year.

The net appreciation of the Compasifixed maturity portfolio decreased approximat&lyp5 million in the three months ended March 31,3
driven by an increase in market yields and realimgdstment gains associated with asset salehoédih overall asset values are well in ex
of amortized cost, there are specific securitieh wmortized cost in excess of fair value by $2Bioni in aggregate as of March 31, 2013.
Note 9 to the Consolidated Financial Statement$uither information

Corporate fixed maturities includes private placetmevestments of $5.0 billion, which are generdégs marketable than publidsadec
bonds, but yields on these investments tend toifpeeh than yields on publiclraded bonds with comparable credit risk. The Camy
performs a credit analysis of each issuer, diviesihvestments by industry and issuer and reqtimescial and other covenants that allow
Company to monitor issuers for deteriorating finahstrength and pursue remedial actions, if wag@n Also included in corporate fix
maturities are investments in companies that ameidled or have significant business interests imdpean countries with the most signific
political or economic concerns (Portugal, Italglénd, Greece and Spain). Fixed maturity investmeén these companies repre:
approximately $382 million at March 31, 2013, have average quality rating of BAA and are diversifiey industry sector. Financ
institutions comprised less than 2% of investmantiese companies.

The Company invests in high quality foreign goveemtnobligations, with an average quality ratingA& as of March 31, 2013. The
investments are primarily concentrated in Asia @sieat with the geographic distribution of the mm&tional business operations, incluc
government obligations of South Korea, Indonesiaiw&n and Hong Kong. Foreign government obligatiafso include $178 million
investments in European sovereign debt, none oftwdiie in countries with the most significant podit or economic concerns.

The Companys investment in state and local government seearif diversified by issuer and geography with ingle exposure greater tt
$34 million. The Company assesses each issweedit quality based on a fundamental analysisnadferlying financial information and dc
not rely solely on statistical rating organizatiamrsmonoline insurer guarantees. As of March2R11,.3, 97% of the Comparg/investments
these securities were rated A3 or better excludingrantees by monoline bond insurers, consistethttive prior year. As of March 31, 20
approximately 63% or $1,520 million of the Companidtal investments in state and local governmectisties were guaranteed by monc
bond insurers, providing additional credit quabtypport. The quality ratings of these investmerits and without this guaranteed suppol
of March 31, 2013 were as follows:

As of March 31, 2012

Fair Value
(In millions) Quality Rating With Guarantee Without Guarantee
State and local governmer Aae $ 137 $ 136
Aal-Aa3 1,05¢ 1,013
Al-A3 284 323
BaalBaa: 43 23
Bal-Bac = 25
Total state and local governments $ 1,52( $ 1,520

As of March 31, 2013, the Company’s investmentstirer asset and mortgabecked securities totaling $1,104 million includgsD5 millior
of private placement securities with an averagaiyurating of BAA-that are guaranteed by monoline bond insurers.litQuatings withou
considering the guarantees for these other ass&etlasecurities were not available.

66




Table of Contents

As of March 31, 2013, the Company had no direcegtments in monoline bond insurers. Guaranteegdw® by various monoline bo
insurers for certain of the Company’s investmentstate and local governments and other asset-badarities as of March 31, 2013 were:

As of March 31, 2012

(In millions)

Guarantor Indirect Exposure
National Public Finance Guarantee (formerly MBIAg ) $ 1,231
Assured Guaranty Municipal Corp (formerly Finan@acurity Assurance 571
AMBAC 18t
Financial Guaranty Insurance ( 38
Total $ 2,02t

Commercial Mortgage Loans

The Companys commercial mortgage loans are fixed rate loaivgrsified by property type, location and borrowerreduce exposure
potential losses. Loans are secured by high gquedimmercial properties and are generally madess than 75% of the propesyvalue ¢
origination of the loan. Property value, debt gar\wcoverage, quality, building tenancy and stgbif cash flows are all important financ
underwriting considerations. The Company holdslinect residential mortgage loans and does notrgzeuor service mortgage loans.

The Company completed its most recent annualejoth review of its commercial mortgage loan pdidfduring the second quarter of 20
This review included an analysis of each propergy¢arend 2011 financial statements, rent rolls, opegapifans and budgets for 201:
physical inspection of the property and other perit factors. Based on property values and castsfestimated as part of this review
considering updates for loans where material chamggre subsequently identified, the portfolio’s rage loan-tosalue remained at 65%
March 31, 2013 when compared to December 31, 201 portfolios average debt service coverage ratio was estintatdet 1.55
March 31, 2013, essentially unchanged from 1.56f &ecember 31, 2012.

Commercial real estate capital markets remain nagtive for well leased, quality commercial realaéstlocated in strong institutiol
investment markets. The vast majority of propsrsecuring the mortgages in the Companmybrtgage portfolio possess these characteri
While commercial real estate fundamentals contirtoeichprove, the improvement has varied across iggges and property types. A bn
recovery is dependent on continued improvemertiemational economy.

The following table reflects the commercial mortgdgan portfolio as of March 31, 2013, summarizgdoan-tovalue ratio based primarily
the annual loan review completed during the secpradter of 2012.

Loan-to-Value Distribution

Loan-to-Value Ratios Amortized Cost

(In millions) Senior Subordinated Total % of Mortgage Loans
Below 50% $ 291 $ 61 $ 352 13%
50% to 59% 77C - 77C 27%
60% to 69% 692 24 71€ 25%
70% to 79% 414 14 42¢ 15%
80% to 89% 30¢ 27 33C 12%
90% to 99% 10z - 10z 4%
100% or abov: 11z - 11: 4%
Totals $ 2,68¢ $ 12€ $ 2,817 100%

As summarized above, $126 million or 4% of the caroial mortgage loan portfolio is comprised of suliated notes that were fu
underwritten and originated by the Company usiagiandard underwriting procedures and are setyréidst mortgage loans. Senior intert
in these first mortgage loans were then sold teemihstitutional investors. This strategy allowdd Company to effectively utilize

origination capabilities to underwrite high qualibans, limit individual loan exposures, and achiattractive risk adjusted yields. In the e
of a default, the Company would pursue remediesouand including foreclosure jointly with the hotdeof the senior interest, but wo
receive repayment only after satisfaction of the@menterest.
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In the table above, there are two loans in the %2@0 above’category with an aggregate carrying value of $4lfianithat exceed the value
their underlying properties by $5 million. Both tifese loans have current debt service coveradeOobr greater, along with signific:
borrower commitment. The remaining $66 millionludes two loans with carrying value equal to thiieaf the underlying properties.

The commercial mortgage portfolio contains appratelty 140 loans. Four impaired loans with a dagyalue totaling $125 million a
classified as problem or potentgoblem loans, including two loans totaling $60limi that are current based on restructured temastac
loans totaling $65 million, net of reserves, that eurrent but full collection of principal is nexpected. All of the remaining loans continu
perform under their contractual terms. The Complaas $448 million of loans maturing in the nexelve months. Given the quality ¢
diversity of the underlying real estate, positivebt service coverage and significant borrower dashstment averaging nearly 30%,
Company remains confident that the vast majoritpafowers will continue to perform as expectederrttieir contract terms.

Other Long-term Investments

The Company’s other longrm investments include $1,163 million in secuptrtnership and real estate funds as well astdimeestments i
real estate joint ventures. The funds typicallyest in mezzanine debt or equity of privately hadthpanies (securities partnerships) and e
real estate. Given its subordinate position indhpital structure of these underlying entitieg @ompany assumes a higher level of risl
higher expected returns. To mitigate risk, invesita are diversified across approximately 80 sépgpartnerships, and approximately
general partners who manage one or more of theseepships. Also, the fundsinderlying investments are diversified by industegtor o
property type, and geographic region. No singlegngaship investment exceeds 7% of the Compasggcurities and real estate partnel
portfolio.

Although the total fair values of these investmeexseeded their carrying values as of March 31,32@le fair value of the Company’
ownership interest in certain funds that are cdreée cost was less than carrying value by $38 aonilliFund investment values continue
improve, but remained at depressed levels reflgdtie impact of declines in value experienced pmadantly during 2008 and 2009 due
economic weakness and disruption in the capitaketsy particularly in the commercial real estatekaa The Company expects to recove
carrying value over the average remaining lifehefse investments of approximately 5 years. Gifiencurrent economic environment, fut
impairments are possible; however, management moesxpect those losses to have a material effeth® Company results of operatior
financial condition or liquidity.

Problem and Potential Problem Investments

“Problem” bonds and commercial mortgage loans are eithengiednt by 60 days or more or have been restructased terms, includir
concessions by the Company for modification ofriese rate, principal payment or maturity date. t&Ptial problem”bonds and commerc
mortgage loans are considered current (no paymerd than 59 days past due), but management belikgghave certain characteristics
increase the likelihood that they may become probleThe characteristics management considersdachut are not limited to, the followin
e request from the borrower for restructuring;

e principal or interest payments past due by mora 8tabut fewer than 60 days;

» downgrade in credit rating;

e collateral losses on asset-backed securities; and

»  for commercial mortgages, deterioration of debvisercoverage below 1.0 or estimated loan-to-vedties increasing to 100% or more.
The Company recognizes interest income on problend$ and commercial mortgage loans only when paymettually received because

the risk profile of the underlying investment. Taéditional amount that would have been reflectedat income if interest on natcrua
investments had been recognized in accordancetiéthriginal terms was not significant for the garaonths ended March 31, 2013 or 2012.
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The following table shows problem and potentialgpeon investments at amortized cost, net of valmateserves and write-downs:

March 31, 2013 December 31, 201.
(In millions) Gross Reserve Net Gross Reserve Net
Problem bond $ 33 $ a7z $ 16 3 35 $ a7n s 18
Problem commercial mortgage lo&® 104 (16) 88 104 (16) 88
Foreclosed real esta 28 - 28 29 - 29
Total problem investments $ 165 $ (33) % 132  $ 16 $ 33) % 135
Potential problem bonc $ 30 $ 9 s 21 $ 30 % 9 $ 21
Potential problem commercial mortgage lo 162 (7) 155 162 (7 155
Total potential problem investments $ 192 % (16) $ 176 $ 192 $ (16) $ 176

(1) At March 31, 2013 and December 31, 2012, inetl#29 million of restructured loans classifieddther long-term investments that were previousporged in commercial mortgage loans.

Net problem investments represent less than 1%taf investments excluding policy loans at March 3113 and were essentially unchar
from December 31, 2012.

Net potential problem investments were unchangenh fibecember 31, 2012 and represent less than lt#iabfinvestments excluding poli
loans at March 31, 2013.

Commercial mortgage loans are considered impaireeinwt is probable that the Company will not cdilat amounts due according to
terms of the original loan agreement. In the akiabée, problem and potential problem commerciaitgame loans totaling $125 million (i
of valuation reserves) at March 31, 2013, are dmmed impaired. See Note 9 to the Consolidatexrigial Statements for additio
information regarding impaired commercial mortgézpns.

Included in after-tax realized investment resulsreavchanges in valuation reserves related to cooiahenortgage loans and other-than
temporary impairments on fixed maturity securitssollows:

Three Months Ended

March 31,
(In millions) 2013 2012
Credit-related® $ = $ 3
Other - (1)
Total $ - 8 (4)

(1) Credit-related losses include other-thgmporary declines in fair value of fixed matustiand changes in valuation reserves related to ceroia mortgage loans. There were no credit lossesixec
maturities for which a portion of the impairmentsm@cognized in other comprehensive income.

Investment Outlook

The financial markets continue to be impacted lmnemic uncertainty in the United States and Eurbpejever, asset values were stable il
first quarter of 2013. Future realized and unedli investment results will be impacted largely rogrket conditions that exist whel
transaction occurs or at the reporting date. THetsge conditions are not reasonably predictaiManagement believes that the vast maj
of the Companys fixed maturity investments will continue to perfounder their contractual terms, and that declingkeir fair values belo
carrying value are temporary. Based on the styategnatch the duration of invested assets to tiatwn of insurance and contractho
liabilities, the Company expects to hold a sigmifit portion of these assets for the long tefthe Company could experience losses relat
investment impairments resulting from unfavorabled@ deterioration and equity market and interaéé movements. These losses ¢
adversely impact the Compasyconsolidated results of operations and finaremadition and liquidity by potentially reducing thapital of th:
Company’s insurance subsidiaries and reducing theitlend-paying capabilities.

While management believes the commercial mortgage portfolio is positioned to perform well dueit® solid aggregate loan-t@lue ratic
strong debt service coverage and minimal underwasitions, broad commercial real estate marketldomentals continue to be under st
reflecting a slow economic recovery. Should themaditions remain for an extended period or worsen
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substantially, it could result in an increase iolggem and potential problem loans. Given the cureepnomic environment, future impairme
are possible; however, management does not expest losses to have a material adverse effect @Ctimpanys financial condition ¢
liquidity.

MARKET RI SK

Financial Instruments

The Companys assets and liabilities include financial instramsesubject to the risk of potential losses fromeade changes in market rates
prices. The Company’s primary market risk exposae interest-rate risk, foreign currency exchaatgerisk and equity price risk.

Stock Market Performance

The performance of equity markets can have a sigmif effect on the Compars/’pension liabilities since equity securities coisgre
significant portion of the assets of the Compamrytyployee pension plans.
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CAUTIONARY STATEMENT FOR P URPOSES OF THE“SAFE HARBOR”
PROVISIONS OF THE PRIVATE SECURITIES LITIGATION REF ORM ACT OF 1995

Cigna Corporation and its subsidiaries (the “Comypand its representatives may from time to timaken written and oral forwarkboking
statements, including statements contained in medssases, in the Compasyfilings with the Securities and Exchange Commissin its
reports to shareholders and in meetings with atelgad investors. Forwatdeking statements may contain information abouogficia
prospects, economic conditions, trends and otheentainties. These forward-looking statements lmased on managemesntbeliefs an
assumptions and on information available to managerat the time the statements are or were madevardiooking statements include, |
are not limited to, the information concerning pblsor assumed future business strategies, fingnplans, competitive position, poten
growth opportunities, potential operating perforicemprovements, trends and, in particular, the gamy’s strategic initiatives, litigation a
other legal matters, operational improvement itiites in the health care operations, and the oktfoo the Company full year 2013 ar
beyond results. Forward-looking statements inclatiestatements that are not historical facts aad loe identified by the use of forward-
looking terminology such as the words “believe”xpect”, “plan”, “intend”, “anticipate”, “estimate”,predict”, “potential”, “may”, “should”or
similar expressions.

By their nature, forwardboking statements: (i) speak only as of the dagy tare made, (ii) are not guarantees of futuréopaance or resul
and (iii) are subject to risks, uncertainties arsduanptions that are difficult to predict or quantiTherefore, actual results could di
materially and adversely from those forwdodking statements as a result of a variety ofdiect Some factors that could cause actual rem
differ materially from the forward-looking statenmernclude:

1. health care reform legislation, as well as addélarhanges in state or federal regulation, thatdcamong other items, affect the v
the Company does business, increase costs, limialility to effectively estimate, price for and mage medical costs, and affect
Company’s products, services, market segmentsnadotpy and processes;

2. adverse changes in state, federal and internatianal and regulations, including increased medmdiinistrative, technology or ott
costs resulting from new legislative and regulategyuirements imposed on the Company’s businesses;

3. risks associated with pending and potential statk faderal class action lawsuits, disputes reggrd@insurance arrangements, o
litigation and regulatory actions challenging thentpanys businesses, including disputes related to paynémthealth ca
professionals, government investigations and puiogs, tax audits and related litigation, and ratary market conduct and otl
reviews, audits and investigations, including thesgibility that the acquired HealthSpring businessy be adversely affected
potential changes in risk adjustment data valigesiodit and payment adjustment methodology;

4. challenges and risks associated with implementingrovement initiatives and strategic actions in tmgoing operations of t
businesses, including those related to: (i) groimthargeted geographies, product lines, buying ssgmand distribution channe
(i) offering products that meet emerging markeed® (iii) strengthening underwriting and pricinffeetiveness, (iv) strengtheni
medical cost results and a growing medical custdmase, (v) delivering quality service to memberd health care professionals us
effective technology solutions, and (vi) lowerirdpainistrative costs;

5. the unique political, legal, operational, regulgtand other challenges associated with expandingpasiness globally;
6. challenges and risks associated with the successfnhgement of the Company’s outsourcing projeckey vendors;
7. the ability of the Company to execute its growtlar by successfully leveraging capabilities andgrdting acquired business

including the HealthSpring businesses by, amongrdtiings, operating Medicare Advantage plans aealtHSpring$ prescription dr.
plan, retaining and growing the customer basejziaglrevenue, expense and other synergies, regesdgntracts on competitive ter
or maintaining performance under Medicare contrastecessfully leveraging the information technglqdatform of the acquire
businesses, and retaining key personnel;

8. risks associated with security or interruptionrdbirmation systems, that could, among other thingase operational disruption;

9. risks associated with the Compasynformation technology strategy, including tha failure to make effective investments or exe
improvements may impede the Company'’s ability tivde services efficiently;

10. the failure to maintain effective prevention, déimt and control systems for regulatory compliaand detection of fraud and abuse;

11. risks associated with the Compasymail order pharmacy business that, among othieggh includes any potential operatic
deficiencies or service issues as well as lossigpension of state pharmacy licenses;

12. liability associated with the Compamsybperations of onsite clinics and medical faeiitiincluding the health care centers operatt
the HealthSpring business;

13. heightened competition, particularly price compeit that could reduce product margins and comstggowth in the Company’
businesses, primarily the Global Health Care bissine



14.  significant stock market declines, that could, aghother things, impact the Compasyjension plans in future periods as well a:
recognition of additional pension obligations;

15.  significant changes in market interest rates otasnsd deterioration in the commercial real estadekets that could
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16.

17.

18.

19.

20.

reduce the value of the Company’s investment gssets

downgrades in the financial strength ratings of @wmmpanys insurance subsidiaries, that could, among othiag$, adversely affe
new sales and retention of current business ot limé subsidiariesability to dividend capital to the parent compamngsulting ir
changes in statutory reserve or capital requiresn@nother financial constraints;

significant deterioration in global market econongonditions and market volatility that could hava adverse effect on t
Company’s investments, liquidity and access totahpiarkets;

unfavorable developments in economic conditions ¢bald, among other things, have an adverse effe¢he impact on the busines
of our customers (including the amount and typlesith care services provided to their workforosslin workforce and ability to p
their obligations), the businesses of hospitals ati@r providers (including increased medical Qostsstate and federal budgets
programs, such as Medicare or social security Jtirgun a negative impact to the Company’s revenoieresults of operations;

risks associated with the Company’s reinsurancangements for the ruoff retirement benefits business, individual lifesurance ar
annuity business, variable annuity death benefitsguaranteed minimum income benefits busineskidimg but not limited to, failui
by reinsurers to meet their reinsurance obligatmmthat the reinsurance arrangements do not otbegvovide adequate protection; or

potential public health epidemics, pandemics, r@tdisasters and birrorist activity that could, among other thingguse th
Companys covered medical and disability expenses, pharrasts and mortality experience to rise signifibargnd cause operatiol
disruption, depending on the severity of the ewasat number of individuals affected.

This list of important factors is not intended te bxhaustive. Other sections of the Company’s mexstnt Annual Report on Form K)-
including the “Risk Factorssection, and other documents filed with the Selesriind Exchange Commission include both expandedssiol
of these factors and additional risk factors andeutainties that could preclude the Company fromalizing the forwardeoking
statements. The Company does not assume any titaiga update any forwarkboking statements, whether as a result of newrimédion
future events or otherwise, except as requirechioy |
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item 3. QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

Information responsive to this item is containedlemthe caption “Market Risk” in Item 2 above, Mgaments Discussion and Analysis
Financial Condition and Results of Operations.
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item 4. CONTROLS AND PROCEDURES

Based on an evaluation of the effectiveness of &gylisclosure controls and procedures conductedruthgesupervision and with t
participation of Cigna’s management, Cigh&hief Executive Officer and Chief Financial Officconcluded that, as of the end of the pe
covered by this report, Cigrsmdisclosure controls and procedures are effettiveansure that information required to be disclasgdigna it
the reports that it files or submits under the Exaye Act is recorded, processed, summarized amdteep within the time periods specifiec
the Security and Exchange Commission’s rules anthdcand is accumulated and communicated to Cigmasagement, including Cigrs’
Chief Executive Officer and Chief Financial Officeis appropriate to allow timely decisions regagdiquired disclosure.

During the period covered by this report, thereehbeen no changes in Cigaahternal control over financial reporting thatvbamateriall
affected, or are reasonably likely to materiallieaf, Cigna’s internal control over financial repog.
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Part Il. OTHER INFORMATION

ltem 1. LEGAL PROCEEDINGS

The information contained under “Litigation Mattens Note 17 to the Consolidated Financial Statetaénincorporated herein by reference.
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Item 1A. RISK FACTORS

Cigna’s Annual Report on Form 10-K for the yearesh@®ecember 31, 2012 includes a detailed desanipfidts risk factors.
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item 2. UNREGISTERED SALES OF EQUITY
SECURITIES AND USE OF PROCEEDS

(c) Purchases of Equity Securities by the IssuerAdfiliated Purchasers

The following table provides information about Cagmshare repurchase activity for the quarter emdacth 31, 2013:

Issuer Purchases of Equity Securitie

Approximate dollar value of share:

Total # of share:  Average price paic Total # of shares purchased as pa that may yet be purchased as pa
Period purchased @ per share of publicly announced program @ of publicly announced program ©
January -31, 2012 11,58 $ 55.3 - $ 314,709,7
February -28, 2013 81,63( 59.3¢ - 814,709,79
March 1-31, 2018 2,147,50: 60.97 1,570,90 717,425,70
Total 2,240,711 $ 60.8 1,570,901 N/A

(1) Includes shares tendered by employees as paymentesf withheld on the exercise of stock optiorstha vesting of restricted stock granted under@benpany’s equity compensation plans.
Employees tenderedl,581shares in January, 81,630 shares in February an@l&J2 shares in March 2013.

(2) Cigna has had a repurchase program for many yeamd, has had varying levels of repurchase authanitgt activity under this program. The program hasempiration date. Cigna suspends
activity under this program from time to time arldcaremoves such suspensions, generally withodigaibnouncement. Remaining authorization undergtogram was approximately $717 mill

as of March 31, 2013 and $565 million as of Mag@13.
(3) Approximate dollar value of shares is as of the e of the applicable month.

item 4. MINE SAFETY DISCLOSURES

Not applicable.
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ltem 6. EXHIBITS

(a) See Exhibit Index
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SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causedréport to be signed on its behalf by
undersigned, thereunto duly authorized.

Cigna Corporation

Date: May 2, 2012
By: /s/ Ralph J. Nicoleti
Ralph J. Nicoletti
Executive Vice Preside
Chief Financial Officel
(Duly Authorized Officer and Principal Financial fidfer)
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Number Description Method of Filing

3.1 Restated Certificate of Incorporation of the ragist as last amende:  Filed as Exhibit 3.1 to the registrant’'s Form 1@e®the period ended
April 23, 2008 March 31, 2008 and incorporated herein by refere
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4.1 (@) Indenture dated August 16, 2006 between Cigna Catipo anc  Filed as Exhibit 4.1(a) to the registrant's FormKL@or the year ende

U.S. Bank National Associatic

(b) Supplemental Indenture No. 1 dated November 106 d@dwvee
Cigna Corporation and U.S. Bank National Assocra

(c) Supplemental Indenture No. 2 dated March 15, 2@@wéen
Cigna Corporation and U.S. Bank National Assocra

(d) Supplemental Indenture No. 3 dated March 7, 200@&dxn
Cigna Corporation and U.S. Bank National Assocra

(e) Supplemental Indenture No. 4 dated May 7, 2009 éetwCigne
Corporation and U.S. Bank National Associal

(f)  Supplemental Indenture No. 5 dated May 17, 201@dx
Cigna Corporation and U.S. Bank National Assocra

(g) Supplemental Indenture No. 6 dated December 8, Béileen
Cigna Corporation and U.S. Bank National Assocra

(h) Supplemental Indenture No. 7 dated March 7, 2@&téen
Cigna Corporation and U.S. Bank Associal

(i) Supplemental Indenture No. 8 dated November 101 Betwee
Cigna Corporation and U.S. Bank National Assocra

E-1

December 31, 2012 and incorporated herein by neder

Filed as Exhibit 4.1(b) to the registrant's FormKL.@or the year ende
December 31, 2012 and incorporated herein by neder

Filed as Exhibit 4.1 (c) to the registrant’s For6:Q for the period
ended March 31, 2011 and incorporated herein Breate

Filed as Exhibit 4.1 to the registrant’'s Form 84KMarch 10, 2008
and incorporated herein by referen

Filed as Exhibit 99.2 to the registrant’s Form &KMay 12, 2009
and incorporated herein by referen

Filed as Exhibit 99.2 to the registr’'s Form K on May 28, 201(
and incorporated herein by referen

Filed as Exhibit 99.2 to the registrant’s Form &KDecember 9,
2010 and incorporated herein by referei

Filed as Exhibit 99.2 to the registrant's Form &K March 8, 2011
and incorporated herein by referen

Filed as Exhibit 4.1 to the registrant’s Form 8-iKidovember 14,
2011 and incorporated herein by referei




Table of Contents

4.2
4.3
10.1
10.2
10.3
10.4
10.5
10.6
12
311
31.2

32.1

32.2

101

Indenture dated January 1, 1994 between Cigna @atipo and Marin Filed as Exhibit 4.2 to the registrant’s Form 1@eK the year ended

Midland Bank December 31, 2009 and incorporated herein by neder
Indenture dated June 30, 1988 between Cigna Cdipormnd Banker Filed as Exhibit 4.3 to the registr’s Form 1-K for the year ende
Trust December 31, 2009 and incorporated herein by neder
Retention Agreement dated October 24, 2011 wittbekeiFritch Filed herewith

Agreement dated December 7, 2011 with Herbertlr Filed herewith

HealthSpring, Inc. Amended and Restated 2006 Edpiagntive Plan  Filed herewith.
(the“HealthSpring Equity Incentive PI")

HealthSpring Equity Incentive Plan: Form of Res&itShare Award  Filed herewith.
Agreemeni

HealthSpring Equity Incentive Plan: Form of Non-@fied Stock Filed herewith.
Option Agreemen

Amendment No. 3 to the Cigha Long Term IncentivenRis amended Filed herewith.
and restated effective as of April 28, 2(

Computation of Ratio of Earnings to Fixed Char Filed herewith
Certification of Chief Executive Officer of Cignao@poration pursuant Filed herewith.
to Rule 13a-14(a) or Rule 15d-14(a) of the Se@sgiExchange Act of

1934

Certification of Chief Financial Officer of Cignao@oration pursuar Filed herewith
to Rule 13a-14(a) or Rule 15d-14(a) of the Se@asikxchange Act of

1934

Certification of Chief Executive Officer of Cignao@oration pursuant Furnished herewith.
to Rule 13-14(b) or Rule 15-14(b) and 18 U.S.C. Section 13

Certification of Chief Financial Officer of Cignao@oration pursuant Furnished herewith.
to Rule 13-14(b) or Rule 15-14(b) and 18 U.S.C. Section 13

Financial statements from the quarterly report om+10-Q of Cigna Filed herewith
Corporation for the quarter ended September 3@ rinatted in

XBRL: (i) the Consolidated Statements of Incomi;tfie Consolidate:

Statements of Comprehensive Income; (iii) the Chaated Balance

Sheets; (iv) the Consolidated Statements of Taqaitl; (v) the

Consolidated Statements of Cash Flow; and (viNbies to the

Consolidated Financial Statemer

E-2




Exhibit 10.1
EXECUTIVE RETENTION AGREEMENT

THIS RETENTION AGREEMENT (this ‘Agreement”), dated as of October 24, 2011, is by and between
Cigna Corporation, a Delaware corporatiorC{jna ”) and Herbert Fritch (Employee”).

WHEREAS, in connection with the proposed mergeg (tMerger ”) as contemplated by the Agreement and
Plan of Merger, dated as of October 24, 2011, ldyaanong HealthSpring, Inc., a Delaware corporagion
HealthSpring "), Cigna (together with its Affiliates and any €@ssor to its business or assets that assumegesa
to perform this Agreement by operation of law drestvise, the ‘Company”) and Cigna HealthSpring Corp. (the “
Merger Agreement”), Cigna and Employee have each agreed to exdaistédgreement to provide for the rights and
obligations set forth herein. For the avoidancdmibt as used in this Agreement, the term “Compahgll include al
Affiliates of Cigna, including the surviving entity the Merger; and

WHEREAS, Employee acknowledges that Employee utaieds that, upon the Effective Time, Employee’s
outstanding awards of options to purchase sharklealthSpring common stock and restricted sharéteafthSpring
common stock (the Former Awards ") will be rolled over into substantially similamards relating to Cigna common
stock (the “Rollover Awards "), and that Employee’s “Good Reason” definitiordenthe Former Awards and all
related rights are waived in their entirety andaeed in the Rollover Awards with the “Good Reasdafinition
provided herein;

NOW THEREFORE, in consideration of the mutual carge contained herein and other good and valuable
consideration, the receipt and sufficiency of whacd hereby acknowledged, the parties hereto agréalows:

1. Definitions . Words or phrases that are initially capitalipedvithin quotation marks shall have the
meanings provided in this Section 1 and as proveldselwhere in this Agreement. For purposes ofAgigement, the
following definitions apply:

“ Affiliate ” has the meaning set forth in Rule 12b-2 promw@datnder the Exchange Act.
“ Beneficial Owner” has the meaning set forth in Rule 13(d)(3) pramatéd under the Exchange Act.
“ Board ” shall mean the Board of Directors of Cigna or angcessor.

“ Cause” shall mean, with respect to Employee, one or nubrithe following: (a) the conviction of a felony a
crime involving moral turpitude; (b) the commissioihany act or omission involving material dishayes fraud with
respect to the Company; (c) reporting to work uritlerinfluence of illegal drugs or the use of ilédrugs (whether or
not at the workplace); (d) the continued and reggbtailure to perform substantially the duties€ofployee’s
employment after 30 days’ notice from the Compagh notice setting forth in reasonable detailndeire of such
failure, and in the event Employee fails to curehsiailure




within 30 days of notice from the Company, if sdialure is capable of being cured; (e) breach addiary duty or
engaging in gross negligence or willful misconduith respect to the Company that is not cured wi80 days after
written notice thereof to Employee; or (f) any athwaterial breach of this Agreement that is noeduwithin 30 days
after written notice thereof to Employee.

“ Change of Control” shall mean any of the following events:

(@) A corporation, person or group acting in concestgascribed in Section 14(d)(2) of the Exchange
Act, holds or acquires beneficial ownership wittiie meaning of Rule 13d-3 promulgated under then&mge Act of a
number of preferred or common shares of Cigna lgg28% or more of the combined voting power of Cigren
outstanding securities;

(b) There is consummated a merger or consolidationgriaor any direct or indirect subsidiary of
Cigna with any other corporation, other than:

(1) a merger or consolidation immediately following wainithe individuals who constituted the
Board immediately prior thereto constitute at lesastajority of the board of directors of the
entity surviving such merger or consolidation a thtimate parent thereof, or

(i) a merger or consolidation effected to implemergcaapitalization of Cigna (or similar
transaction) in which no Person is or becomes #mgeBcial Owner, directly or indirectly, of
securities of Cigna (not including in the secustigeneficially Owned by such Person any
securities acquired directly from Cigna or its Affies) representing 25% or more of the
combined voting power of Cigna’s then outstandiegusities;

(©) A change occurs in the composition of the Boarangttime during any consecutive 24-month
period such that the Continuity Directors ceaseafor reason to constitute a majority of the Bodfdr purposes of the
preceding sentence Continuity Directors ” shall mean those members of the Board who eilijewnere directors at
the beginning of such consecutive 24-month perio@)owere elected by, or on nomination or recomuafetion of, at
least a majority of the Board (other than a direatbose initial assumption of office is in conneatwith an actual or
threatened election contest, including but nottiachito a consent solicitation, relating to the &dgcof directors of
Cigna); or

(d) The shareholders of Cigna approve a plan of comfigidation or dissolution of Cigna or there is
consummated an agreement for the sale or dispo$iticCigna of all or substantially all of Cigna’'ssats, other than a
sale or disposition by Cigna of all or substangiall of Cignas assets immediately following which the individsialhc
constituted the Board immediately prior theretostbute at least a majority of the board of direstof the entity to
which such assets are sold or disposed or any {deneof.

Notwithstanding the foregoing, a “Change of Coritsblall not be deemed to have occurred by virtuthef
consummation of any transaction or series of iatisgl transactions immediately following which teeard holders of
the common stock of Cigna immediately




prior to such transaction or series of transactmmginue to have substantially the same propatmownership in an
entity that owns all or substantially all of thesets of Cigna immediately following such transacio series of
transactions.

“ Closing Date” shall mean the date on which the Effective Tincews.
“ Code” shall mean the United States Internal Revenuee@dd 986, as amended from time to time.

“ Confidential Information ” shall mean all information that is (a) disclogedr known by Employee as a
consequence of or through Employee’s employmert thiz Company and (b) not generally known to pesson
corporations, organizations or others outside ef@ompany. Confidential Information includes, isutot limited to,
technical or non-technical data, formulas, compptegrams, devices, methods, techniques, procdssmscial data,
personnel data, customer-specific information, ictanftial customer lists, production and sales imi@tion, supplier-
specific information, cost information, marketinigups and strategies, or other data or informatian ¢onstitutes a
trade secret or is otherwise treated as being dential by the Company.

“ Covenant” shall mean any of Sections 7, 8, 9 or 10 of &kgseement.

“ Covered Customer’ shall mean any and all customers of the Compalng were customers during the 12-
month period prior to Employegdate of termination and with whom Employee deahad more than casual contac
connection with Company business during and byeidf Employee’s employment with the Company.

“ Covered Vendor” shall mean any and all vendors of the Compani wihom Employee dealt or had more
than casual contact in connection with Companyrtass during and by virtue of Employee’s employnvetit the
Company.

“ Effective Time” shall have the meaning given to it in the Merggreement.

“ Exchange Act” shall mean the Securities Exchange Act of 1934raended.

“ Good Reasort shall mean any of the following actions that fleeted by the Company:

@) A reduction of Employee’s base salary as in efimchediately following the Effective Time;

(b) A reduction of Employee’s annual target bonus opputy as in effect immediately following the
Effective Time;

(c) Any material reduction in the nature or scope ofplyee’s responsibilities as in effect immediatel
following the Effective Time that is not cured witl80 days after written notice thereof by Employ@éhe Company;
or

(d) A requirement by the Company, without Employee’ssamt, to relocate Employee to a location th:
is greater than 50 miles from the location of tffece in which




Employee primarily performs Employee’s duties ofpdmyment immediately following the Effective Time;

providedthat written notice of Employee’s resignation favdd Reason must be delivered to the Company within
days after the occurrence of any such Companyractiorder for Employee’s resignation with Good &aato be
effective hereunder.

“ Payment” shall mean any payment or distribution in theunatof compensation (within the meaning of
Section 280G(b)(2)(A) of the Code) to or for Empmeis benefit, whether paid or payable pursuant toAgieement o
otherwise pursuant to any plan, agreement or utadelsg between Employee and the Company thatjmiitle
meaning of Section 280G(b)(2)(A)(i) of the Codecastingent on a change in the ownership or effeatontrol of the
Company or in the ownership of a substantial portibthe assets of the Company.

“ Person” shall mean an individual, a corporation, an aggan, a partnership, an estate, a trust or cehéty
or organization (including a “group” as definedSaction 13(d)(3) or 14(d)(2) of the Exchange Act).

2. Effective Time. This Agreement shall become effective as offfiective Time and shall supersede the
Severance and Noncompetition Agreement by and leet\ealthSpring and Employee dated as of Augus2@Bl
(the “ Prior Agreement”). In the event that the Effective Time does actur for any reason, this Agreement shall be
null and voidab initio and of no force and effect.

3. Retention and Performance Bonus Payments

(@) Stay Bonus On the first payroll date following the date &@&th on_Appendix Aas the Stay Bonus
Payment Date (theStay Bonus Payment Daté), subject to Employee’s continuous employmentwite Company
through the Stay Bonus Payment Date, the Compaadysy Employee a lump sum payment in cash iratheunt set
forth on_Appendix Aas the Stay Bonus Amount (th&tay Bonus”); providedthat if, prior to the Stay Bonus Payment
Date, whether before or after a Change in Conwlployee’s employment is terminated by the Compaitiyout
Cause, by Employee for Good Reason or by reasemgiloyee’s death or disability, the Company shajyl Employee
the Stay Bonus within 30 days of the date of teatiam of Employee’s employment subject to any deéguired
pursuant to Section 16 of this Agreement and, exoeghe case of a termination by reason of Empdts/death, so lor
as Employee executes, delivers and does not revgkaeral release substantially in the form ofréhease attached
hereto as Appendix B (theGeneral Releas€) prior to such payment date. For purposes afitglavhenever the
execution of the General Release is required fpmgat of any amount or receipt of any benefit uniler Agreement,
such requirement is intended to apply only in thené such payment or benefit is due Employee asethdt of
Employee’s termination of employment and in no othstances or circumstances.

(b) Equity Awards (i) On the Closing Date, if such date is duran@igna open window period, or, if
the Closing Date is not during a Cigna open wing@niod, on the first day of a Cigna open windowigeéfollowing
the Closing Date (the Grant Date "), subject to terms and conditions approved byRReple Resources Committee o
the Board (the PRC "),




which will be substantially similar to those of aa granted to similarly situated employees, Emgédowill be grantec
under the terms of the Cigna Long-Term IncentianRthe “Plan ™), (A) three awards of Strategic Performance St
(the * Sign-On Equity Awards ") and (B) an award of restricted shares of CigowapGration common stock (the “
Restricted Stock Grant”).

(i) Each Signon Equity Award shall consist of a whole numbeBufategic Performance She
equal to the applicable amount set forth on AppeAdas the Sign-On Equity Award Valugividedby the Fair Market
Value as defined in the Plan for a share of Cigimaroon stock on the Grant Date. Each Sign-On Eduitgrd shall
vest and be payable on the applicable date sét doriAppendix Aas the Sign-On Equity Award Vesting Date (each, ¢
Sign-On Equity Award Vesting Date”), subject to Employee’s continuous employmentwtite Company through
such Sign-On Equity Award Vesting Dafgpvidedthat each Sign-On Equity Award shall immediatelgtva full and
no longer be subject to forfeiture if, prior to teplicable Sign-On Equity Award Vesting Date, Eayge’s
employment is terminated by reason of Employee&hder disability. In such event, the Sign-On BEgéiwards will
remain payable on the Sign-On Equity Award Vesidades provided in Appendix Asubject to any delay required by
Section 409A of the Code as described in Sectioof 18is Agreement. Except as otherwise providethis paragrapl
the terms of the Sign-On Equity Awards shall beststent with the terms of the Plan applicable tat8gic
Performance Shares and the award agreements tdereand Employes’grant under this Section 3(b) shall be sut
to Employee’s execution of such applicable agred¢snen

(i) The Restricted Stock Grant shall consist of a winol@ber of restricted shares of Cigha
Corporation common stock equal to the applicablewarhset forth on Appendix As the Restricted Stock Grant Value
dividedby the Fair Market Value as defined in the Plansf@hare of Cigna common stock on the Grant Dahe
restrictions on the Restricted Stock Grant shakéaon the date set forth on Appendia#\the Restricted Stock Grant
Vesting Date (the Restricted Stock Grant Vesting Dat€’), subject to Employee’s continuous employmentwtite
Company through such Restricted Stock Grant Vefiaig;providedthat the Restricted Stock Grant shall immediate
vest in full and no longer be subject to forfeitifrgrior to the Restricted Stock Grant Vestingi®a&Employee’s
employment is terminated by the Company withoutg@aby Employee for Good Reason or by reason ofl@&mep’s
death or disability, subject to, except in the aaisa termination by reason of Employee’s deathpleyee executing,
delivering and not revoking the General Releaser poi such vesting. Except as otherwise providethis paragraph,
the terms of the Restricted Stock Grant shall besistent with the terms of the Plan applicable éstRcted Stock
Grants and the award agreements thereunder, anbbyarj{s Restricted Stock Grant under this Sectidr) 8hall be
subject to Employee’s execution of such applicalgleeements.

(©) Special Performance Bonug(i) Employee shall be eligible to receive a lusym payment in cash
of up to the amount set forth on Appendiag the Special Performance Bonus Target (tBpecial Performance
Bonus”). The amount of the Special Performance Bonusetpaid to Employee, if any, shall be based onlgyeg’s
and HealthSpring’s performance in 2012 as deterthiméhe discretion of Cigna’s CEO in consultatieith the PRC,
as applicable. The Company shall pay Employe&pexial Performance Bonus, if any, in March 20&E8r the
avoidance of doubt, the Special Performance Bahasy, shall be in




addition to, and not in lieu of, any payment Emggeynay receive under Cigna’s Management Incentse PMIP ")
or HealthSpring’s annual bonus plan.

(i) Notwithstanding the foregoing, in the event of aafiie of Control prior to the determinati
date of the Special Performance Bonus amount fzalieto Employee, the amount of the Special Perdmice Bonus t
be paid to Employee shall be the Special Perfore@umnus Target set forth on Appendix An the event Employee’s
employment is terminated by the Company withoutseaby Employee for Good Reason or by reason ofl@ree’s
death or disability following a Change in Contrait lbefore the Special Performance Bonus has bedrigggmployee,
the Company shall pay Employee the Special Perfocen@&onus within 30 days of the date of terminatibn
Employee’s employment subject to any delay requm@guant to Section 16 of this Agreement and, @xcethe case
of a termination by reason of Employed®sath, so long as Employee executes, delivers aesl bt revoke the Gene
Release.

(d) For the avoidance of doubt, and notwithstandinglang herein or in any applicable plan documen
to the contrary, neither the Sign-on Bonus, thg Banus, the Sign-On Equity Awards, the Restricéack Grant nor
the Special Performance Bonus shall be treatedlaglile earnings” or otherwise taken into accaarntomputing any
benefits under any plan, program or arrangeme@igria, HealthSpring or their respective Affiliates.

4, Rollover Equity . Upon the Effective Time, Employee’s Former Awsavdll be rolled over into Rollover
Awards, and the “Good Reason” definition under Esgpe’s Former Awards and all related rights areseain their
entirety and replaced in the Rollover Awards with tGood Reason” definition set forth in Sectioafthis
Agreement. To the extent that any award agreemigimrespect to any of Employee’s Rollover Awardsyides for
accelerated vesting or other payment or benefibs @ptermination of employment (other than duedathl), such
acceleration, payment or benefit is subject to Exygéd executing, delivering and not revoking a ganelease
acceptable to Cigna.

5. Restriction on Option Exercise. From the date of the Merger Agreement untilebdier of the Effective
Time and the date, if any, on which the Merger &gnent is terminated in accordance with Sectioro8the Merger
Agreement, Employee shall not exercise any optiomairchase HealthSpring common stock, whetheedess of, or
subsequent to, the date hereof.

6. Lock-Up of Cigna Shares

(@) Subject to Section 6(b), until the earlier of tlaedset forth in Appendix As the Lock-Up Date and
the termination of Employee’s employment with Cigmal its subsidiaries (1) for Good Reason, (2) autiCause or
(3) by reason of Employee’s death or disabilitye(th.ock-Up Period "), Employee shall not (i) offer, pledge,
announce the intention to sell, sell, contracteih sell any option or contract to purchase, pasehany option or
contract to sell, grant any option, right or watrempurchase, or otherwise transfer or disposdigéctly or indirectly,
any share of Cigna common stock acquired througlexercise or settlement of any of Employee’s ReltiAwards
(the “ Restricted Cigna Shares) or (ii) enter into any swap or other agreeméatt transfers, in whole or in part, any
of the economic




consequences of ownership of the Restricted CitpaaeS, whether any such transaction describedausel(i) or (ii)
above is to be settled by delivery of Restrictegn@i Shares, in cash or otherwise (any such traosat#scribed in
clause (i) or (ii), a Transfer ”).

(b) Employee may Transfer the Restricted Cigna Sharas @bona fidegift or gifts, provided that the
donee or donees thereof agree to be bound in giiynthe restrictions set forth herein, (ii) to d@nyst for the direct or
indirect benefit of Employee or the immediate fanaf Employee, provided that the trustee of thettagrees to be
bound in writing by the restrictions set forth hiere@nd provided further that any such Transfetl siw involve a
disposition for value, or (C) with the prior writte€onsent of Cigna. For purposes of this Agreepfanimediate
family ” shall mean any relationship by blood, marriagadoption, not more remote than first cousin.

(©) Employee agrees and consents to the entry of stopfer instructions with Cigna’s transfer agent
and registrar against the Transfer of the ResttiCigna Shares except in compliance with the faregeestrictions.

7. Noncompete; Nonsolicitation.

@) In further consideration of Employee’s benefitscherder and as a condition of Employee’s
continued employment with the Company after the&fe Time, Employee acknowledges that duringcthese of
Employee’s employment with the Company, Employeedrad will become familiar with the Company’s tragerets
and with other Confidential Information concernihg Company and that Employee’s services have &egishall
continue to be of special, unique, and extraorginaiue to the Company. Employee agrees thatnduEmployee’s
employment with the Company and for the lengthroktset forth in Appendix A&s the Noncompete Period following
the termination of Employee’s employment with thengpany (the ‘Noncompete Period’), Employee shall not
directly or indirectly own any interest in, managentrol, participate in, consult with, render seeg for, be employed
in an executive, managerial or administrative tieotcapacity by, or in any manner engage in anpd@pendent
practitioner administration business anywhere withe United States or (ii) other business thatpsetes directly or
indirectly with any product or service of the H&&8pring business, whether operated by HealthSpriragy other
Affiliate of Cigna, as such business exists ondae of the termination of Employee’s employmerthwihe Company
(such business, aHealthSpring Competitor ") in any of the following markets: Nashville, Teassee; Memphis,
Tennessee; East Tennessee; Miami-Dade, Floridd,G&alst of Texas; Houston, Texas; Dallas, Texad;Gentral
Alabama. Nothing herein shall prohibit Employeanfr(1) being a passive owner of not more than 2%hef
outstanding stock of any class of a corporationighpublicly traded, so long as Employee has nivagparticipation in
the business of such corporation; (2) becoming ey&al, engaged, associated or otherwise particgpatith a
separately managed division or subsidiary of a aitipe business provided that such separately geohdivision or
subsidiary is itself not a HealthSpring Competdad Employee’s services are provided only to suwisidn or
subsidiary; or (3) accepting employment with angefi@l or state government or governmental subdivisr agency.




(b) During the Noncompete Period, Employee shall n@adly or indirectly through another Person
() induce or attempt to induce any employee ofGleenpany to leave the employ of the Company, anyway
interfere with the relationship between the Compaing any employee thereof; (ii) hire anyone who amemployee
of the Company at any time during the 12-monthqeeimmediately prior to the termination of his @rlemployment
with the Company; or (iii) induce or attempt to ire@ any Covered Customer or Covered Vendor to agasaterially
reduce doing business with the Company, or in aay wterfere with the relationship between the Canypand any
such Covered Customer or Covered Vendor (includiigpout limitation, making any negative or dispgiray
statements or communications regarding the Compaxdgjwithstanding the foregoing, nothing in thigr@ement sha
prohibit Employee from employing an individual (&ijth the consent of the Company or (2) who respdadgeneral
solicitations in publications or on websites, aotigh the use of search firms, so long as suchrges@icitations or
search firm activities are not targeted specificatlan employee of the Company. In addition, mgtin this
Agreement will prohibit the making of any truth&thtements made by any Person in response to al lsaidpoena or
legal proceeding or to enforce such Person’s rightker this Agreement, or any other agreement letnployee
and the Company.

8. Confidentiality; Trade Secrets.

(@) Employee acknowledges that the Company continak@elops Confidential Information, that
Employee may develop Confidential Information foe Company, and that Employee may learn of Confidlen
Information during the course of Employee’s empleym Employee agrees that all Confidential Infarorathat
Employee creates or to which Employee has accessemilt of Employee’s employment, whether betorafter the
date of this Agreement, is and shall remain the aol exclusive property of the Company and thatl&yee will
comply with the policies and procedures of the Canypfor protecting Confidential Information. Empée further
agrees that, except as required for the propeopeance of Employee’s duties for the Company oegsired by
applicable law (and then only to the extent reqlir&mployee will not, directly or indirectly, uéer Employee’s own
benefit or gain, or assist others in applying ascliising, any Confidential Information. Employe®larstands and
agrees that these restrictions will continue tayapfier Employees employment terminates, regardless of the reas
termination and regardless whether Employee isviageor is entitled to receive any payments oreotbenefits under
this Agreement.

(b) Employee acknowledges that all discoveries, coscégas, inventions, innovations, improveme
developments, methods, designs, analyses, drawemsts, patent applications, copyrightable worlét mask work
(whether or not including any Confidential Inforneet) and all registrations or applications relatieereto, all other
proprietary information and all similar or relateformation (whether or not patentable) that retatthe Company’s
actual or anticipated business, research and dawelot or existing or future products or services tnat are
conceived, developed or made by Employee (whetbaear jointly with others) while employed by tG@mpany,
whether before or after the date of this Agreenfeltork Product "), belong to the Company. Employee shall
promptly disclose all patentable inventions andeothaterial Work Product to the Board and, at tben@any’s
expense, perform all actions reasonably requestédebBoard (whether during or after Employee’s




employment with the Company) to establish and confuch ownership (including, without limitatiorsssgnments,
consents, powers of attorney and other instrumeiis)ployee acknowledges that all Work Productldiebeemed to
constitute “works made for hire” under the U.S. @aght Act of 1976, as amended. In accordance iitlle 19,
Section 805 of the Delaware Code, Employee is lyemelvised that this Section 8(b) regarding the Camyjs
ownership of Work Product does not apply to anyemtion for which no equipment, supplies, faciliteesrade secret
information of the Company was used and that wasldped entirely on Employee’s own time, unlessh@ invention
relates to the business of the Company or to thepgaoys actual or demonstrably anticipated research weldpment
or (ii) the invention results from any work perfathby Employee for the Company.

9. Cooperation. Employee agrees to cooperate with the Compaall investigations, litigation and
arbitrations of any kind, to assist and coopenatfé preparation and review of documents and ietimgs with
Company attorneys, and to provide truthful testignag a witness or a declarant in connection with@esent or futul
court, administrative agency, or arbitration pratieg involving the Company and with respect to vahiamployee has
relevant information. The Company will reimbursa@oyee, upon production of appropriate receiptsian
accordance with Cigna’s then existing Business dirReimbursement Policy, for the reasonable busiegpenses
(including air transportation, hotel and similaperses) incurred by Employee in connection witlhsasgsistance. All
receipts for such expenses must be presentedifidbuesement within 45 days after the expensesnargried in
providing such assistance.

10. Non-Disparagement. Employee agrees that Employee will not at amgtmake any verbal or written
statement, whether in public or in private, thapdrages in any way the Company’s integrity, bssmeputation or
performance or disparages any of the Company’'stirg, officers or employees. It shall not, howewe a violation
of this paragraph for Employee to make truthfutesteents (a) when required to do so by a courtwfdaarbitrator, by
any governmental agency having supervisory authoxier the Company’s business or by any adminiseair
legislative body (including a committee thereofjiwactual or apparent jurisdiction to order Empbye divulge,
disclose or make accessible such information otqthe extent necessary with respect to any tingaarbitration or
mediation involving this Agreement, including buit timited to, enforcement of this Agreement.

11. Entire Agreement. This Agreement shall supersede any and all priaror written representations,
understandings and agreements of Employee anddimp&hy or HealthSpring or any of its Affiliates vitespect to
Employee’s employment relationship, including bat imited to the Prior Agreement, and this Agreatmentains the
entire agreement of the parties with respect teghnatters; no agreements or representationsprootherwise, expre:
or implied, with respect to the subject matter bEhave been made by either party that are ndostbt expressly in
this Agreement. Notwithstanding the prior sentetizis Agreement shall not supersede any awarceaggrts entered
into between the Company and Employee with redpettte Rollover Awards, the Sign-on Equity Awardsl @he
Restricted Stock Grant nor any employee benefitple the Company that are applicable to Employe®ployee
hereby agrees that, in consideration for entenitg this Agreement, effective as of the Effectiven&, the Prior
Agreement shall be null and void and no Persombtyeshall be obligated to pay to Employee or 8&yson any
amounts in respect of the Prior Agreement.




12. Enforceability and Remedies.

(@) Employee agrees that the restrictions on, and gitosfisions relating to, Employee’s activities
contained in this Agreement are fully reasonablk mecessary to protect the goodwill, Confidentidbimation, and
other legitimate interests of the Company. Empdogiso acknowledges and agrees that, were Employ®each the
provisions of this Agreement, the harm to the Comyp&ould be irreparable. Employee therefore agtieaisin the
event of such a breach or threatened breach theo&@wonshall, in addition to any other remedies aédd to it, have th
right to obtain preliminary and permanent injunetrelief against any such breach without havingast bond.
Employee further agrees that, in addition to ameptelief awarded to the Company as a result gbleyee’s breach ¢
any of the provisions of this Agreement, the Conypstmall be entitled to recover all payments madeértgployee or on
Employee’s behalf hereunder.

(b) Employee hereby agrees that in the event any pooves this Agreement shall be determined by
any court of competent jurisdiction to be unenfafie by reason of its being extended over too btigne, too large a
geographic area, or too great a range of actiyisiesh provision shall be deemed to be modifiegketonit its
enforcement to the maximum extent permitted by law.

(©) Employee and the Company hereby agree that that@rtyoversy or proceeding arising out of or
relating to the Covenants shall be brought exctlgiin the United States District Court for the Idi€ District of
Tennessee or, if different, for the state in wiitoh office in which Employee primarily performs Eloyee’s duties of
employment is located Federal Court ™) or in any Tennessee court or, if different, daafrthe state in which the
office in which Employee primarily performs Empl@&ys duties of employment is located where venuwpmopriate
and that has subject matter jurisdiction over tispute (collectively, ‘Tennessee Court$) if the Federal Court lacks
subject matter jurisdiction to adjudicate the dispar controversy. Additionally, Employee and @@mpany expressly
waive any defense of inconvenient forum and angrotienue or jurisdiction-related defenses that @aigint otherwise
have in such a proceeding brought in the Federatt@o the Tennessee Courts.

13. Assignment. Neither Cigna nor Employee may make any assigimawfethis Agreement or any interest
herein, by operation of law or otherwise, withdw prior written consent of the otherpvided, however, that Cigna
may assign its rights and obligations under thise&gent without Employee’s consent to any successiy of
Cigna. This Agreement shall inure to the bendfdarad be binding upon Cigna, its successors (inctydvithout
limitation, any transferee of all or substantiall/of its assets to any successor entity of Cigaadl permitted assigns
and upon Employee, Employee’s executors, administaheirs, and permitted assigns.

14. Notices. Any and all notices, requests, demands, acceggamppointments and other communications
provided for by this Agreement shall be in writifigcluding electronic mail or similar electroni@trsmission) and sh
be effective when actually delivered in personfanailed, five days after having been depositethamUnited States
mail, postage prepaid,




registered or certified and addressed to Employ&egloyee’s last known address on the books oCibiapany or, in
the case of the Company, addressed to:

Cigna Executive Compensation
1601 Chestnut Street
Philadelphia, PA 19192

15. Withholding . All compensation paid or provided to Employeéemthis Agreement shall be subject to
applicable income, payroll or other tax withholdimegjuirements.

16. Section 409A. (@) It is intended that this Agreement complyhwihe requirements of Section 409A of the
Code, and this Agreement shall be so administanddrderpreted. The PRC or the Company may makehanges
required to conform this Agreement with applicaBlede provisions and regulations relating to deferfa
compensation under Section 409A of the Cquleyided, howeverthat such changes shall not adversely affect the
rights or net benefits to which Employee is entitheereunder. Notwithstanding anything to the amgtm this
Agreement, if the Company determines (i) that endate Employee’s employment with the Company teates or at
such other time that the Company determines telegant, Employee is a “specified employee” (ashigaom is
defined under Treasury Regulation 1.409A-1(i)(X)}he Company and (ii) that any payments to be iplex to
Employee pursuant to this Agreement are or mayrhecgubject to the additional tax under Section 48%A)(B) of
the Code or any other taxes or penalties imposddrudection 409A of the Code $ection 409A Taxes$) if provided
at the time otherwise required under this Agreenteen such payments shall be delayed until the thait is six
months after the date of Employee’s “separatiomfservice” (as such term is defined under TreaRayulation
1.409A-1(h)) with the Company, or such shortergetthat, as determined by the Company, is suffideavoid the
imposition of Section 409A Taxes. For the avoidaatdoubt, it is anticipated that payments qualtyfor the
exemption from application of Section 409A of thed@ pursuant to Treasury Regulation 1.409A-1(bij(Pyill be
made during this six-month period, if applicabkny payments delayed pursuant to this Section &8 bk made in a
lump sum on the first day of the seventh monttofelhg Employee’s “separation from servicels(such term is define
under Treasury Regulation 1.409A-1(h)), or sucliexagate that, as determined by the Company,fiecent to avoid
the imposition of any Section 490A Taxes.

(b) Notwithstanding anything herein to the contraryeptdor Section 15(a), any payment to made
hereunder that is subject to the execution of taedBal Release, shall be paid to Employee withid&8@ of
Employee’s date of termination of employment imap sum in the payroll period immediately followitige effective
date of the General Releapegvided, howeverif such 60 day period begins in one taxable yé&mployee and ends
in a subsequent taxable year of Employee, the patystall be made following the effective date & heneral
Release, but in the first payroll period endinguich subsequent taxable year of Employee.

(c) For purposes of any payment due hereunder upaméntgion of employment that is subject to the
provisions of Section 409A of the Code, such phoasany similar phrase shall mean a “separatiomfservice” as
defined by the default provisions of Treasury Ragah 1.409A-1(h).




(d) By accepting this Agreement, Employee hereby agaadsacknowledges that the Company makes
no representations with respect to the applicaiiodbection 409A of the Code to any tax, econonridegal
consequences of any payments payable to Employeartaer (including, without limitation, paymentsrguant to
Section 3 of this Agreement) and, by the acceptahtieis Agreement, Employee agrees to accept thenpal
application of Section 409A of the Code to thedaxr legal consequences of payments payable to egloereunder
(including, without limitation, payments pursuaat3ection 3 of this Agreement). The parties agpemoperate in
good faith to amend such documents and to take attatns as may be necessary or appropriate tolgomigh Sectior
409A of the Code.

17. Section 280G. Notwithstanding anything in this Agreement te ttontrary, in the event that it shall be
determined that any Payment would constitute an€sx parachute paymentithin the meaning of Section 280G (b)
the Code and as a result the net amount of suamétayreceived by Employee is less than the net ahtbha Employe
would have received without the additional paynaritenefit, the amount of the Payment shall becedso that
Employee receives the maximum amount of the Payp@stible without incurring any tax under Secti®@9% of the
Code. Any such reduction shall, if necessary, bderin the following order: first, any cash Paymsesécond, any
equity awards including the Sign-On Equity Awaltg Restricted Stock Grant, the Rollover Awardsslstaptions and
restricted stock grants; and, third, any employeselits. The value of any Payment for purposdhisfSection 17
shall be established by a third-party certifiedlmudccounting firm designated by the Company aynajiplying
principles, assumptions and procedures consistiémtSection 280G of the Code.

18. Other Arrangements . If any provision of this Agreement conflicts tviany other agreement, policy, plan
practice or other Company document, then the pianssof this Agreement shall control. Employeelldba eligible to
participate in Cigna’s Executive Severance Benéfigs. For the purposes of Cigna’s Executive Sawa Benefits
Plan, this Agreement shall be considered an indalidgreement that provides severance benefitpayrents upon a
termination of employment pursuant to Section beshall be considered severance benefits.

19. Choice of Law. The validity, interpretation, construction, gmetformance of this Agreement shall be
governed by the laws of the State of Tennessaédifferent, of the state in which the office imweh Employee
primarily performs Employee’duties of employment is located, without givirfifget to choice of law or conflict of la
rules or provisions thereof. The parties agreg thdahe event it becomes necessary to seek pldemedies, which,
for the avoidance of doubt, shall not include adion, for the breach or threatened breach ofAlgieement, the
prevailing party will be entitled, in addition tdl ather remedies, to recover from the non-preugilparty reasonable
attorneys’ fees and costs upon the entry of a hivakppealable judgment.

20. Arbitration . Employee and the Company agree that any amtisaljreements, disputes or claims listed
below will be resolved exclusively by arbitrationthe Philadelphia, Pennsylvania angavided, howeverthat this
arbitration provision shall not apply to claimsamtions that are based (in whole or in part) orgriae out of, the
Covenants. Arbitration will be conducted in ac@rde with the Employment Dispute Resolution Rufeb®
American




Arbitration Association. Copies of the Arbitrati®olicy and Rules and Procedures are availablerpl@yee upon
request. A legal judgment based upon the arbitsatovard may be entered in any court having juctsah over the
matter. Each party shall be liable for its ownts@d expenses (including attorneys’ fees) ofahitration. Except
with respect to the Covenants, Employee and thepaosnagree to arbitrate anything:

(@) related in any way to this Agreement or how itnerpreted or implemented; and

(b) that involves Employee’s employment with the Companthe termination of that employment, includemy disputes
arising under local, state or federal statutesoatraon law.

21. Miscellaneous. (a) The headings and captions in this Agreeraenfor convenience only and in no way
define or describe the scope or content of anyipi@v of this Agreement. Nothing herein shall leeshed to create an
employment contract, and Employee acknowledgesbimgloyee’s employment by the Company is terminableill
by either party with or without cause and with athwut notice. This Agreement may not be modifiedjved, or
discharged unless such waiver, modification, oclthsge is agreed to in a writing signed by Employee a duly
authorized officer of the Company. Each party Igp@tform such further acts and execute and de$iueh further
documents as may be reasonably necessary to adrttyeoprovisions of this Agreement.

(b) This Agreement may be executed in two or more aapatts, each of which shall be an original
all of which together constitute one and the sams&ument. If any term or other provision of tAigreement is invalic
illegal, or incapable of being enforced by any rofiéaw, or public policy, all other conditions aptbvisions of this
Agreement shall nevertheless remain in full foned affect so long as the economic or legal substahthe
transactions contemplated hereby is not affecteshynmanner adverse to any party. Upon such detation that any
term or other provision is invalid, illegal, or eygable of being enforced, the parties hereto slegjbtiate in good faith
to modify this Agreement so as to effect the o@jintent of the parties as closely as possiblnimcceptable manner
to the end that the transactions contemplated fenebfulfilled to the fullest extent possible.




IN WITNESS WHEREOF, the parties hereto have exettiies Agreement to be effective as of the das fir

written above.

CIGNA CORPORATION

By: /s/ John Murabitc

Its: Executive Vice Preside

Herbert A. Fritcl

/sl Herbert A. Fritcl




Exhibit 10.2
AGREEMENT

THIS AGREEMENT, dated as of December 7, 2011, isubg between Cigna Corporation, a Delaware
corporation (“Cigna”) and Herbert Fritch (Employee”).

WHEREAS, Cigna and Employee are parties to the @xex Retention Agreement dated as of October Q4]
(the “ Retention Agreement’) that sets forth the terms and conditions of Esgpk’s retention by the Company; and

WHEREAS, Employee has requested the ability to ghdahe form of equity subject to the lock-up purdua
the Retention Agreement to shares of Cigna comrawk ¢ Cigna Shares”) rather than options to purchase Cignha
Shares;

NOW THEREFORE, in consideration of the mutual carge contained herein and other good and valuable
consideration, the receipt and sufficiency of whacd hereby acknowledged, the parties hereto agréalows:

1. Terms not defined herein shall haventieaning set forth in the Retention Agreement.

2. Effective as of the date hereof, Empéogigrees to exchange, immediately prior to theckffe Time (the “
Exchange Time"), the HealthSpring Exchange Shares (as definémi)dor a number of Cigna Shares (th€igna
Exchange Shares$) equal to the product of (i) the number of He8ltining Exchange Sharesultiplied by(ii) an
exchange ratio, the numerator of which shall beMieger Consideration (as defined in the Mergere&gnent and
which, for the avoidance of doubt, is $55.00) dreldenominator of which shall be the volume-weidlaeerage price
of Cigna common stock on the NYSE during the trgdlay on the Business Day (as defined in the Mekgeeement)
preceding the Closing Date (th€fgna Share Price”). Any fractional Cigna Share resulting from techange will
be rounded down to the nearest whole share. drofi@ny such fractional share, Employee will btk to an amou
in cash equal to the product of (1) the amounhefftactional shareultiplied by(2) the Cigna Share Price.

The “HealthSpring Exchange Share$ shall be the number of shares of common stock of
HealthSpring, Inc., a Delaware corporation (thé€althSpring Shares”) equal to (A) the number of HealthSpring
Shares underlying all options to purchase Health§@hares exercised by Employee between the éatethand the
Exchange Time (the Exercised Options”) minus (B) the number of HealthSpring Shares étuél) the sum of
(x) the weighted average exercise price of the &ged Options multiplied by the number of HealthSgpiShares
underlying the Exercised Options plus (y) the doli@ue of the income tax withholding obligatioreputed using a
tax rate of 35%) and any other applicable payrdkolding required by law with respect to the Eoieed Options
divided by (2) the Merger Consideration (for tiweidance of doubt, the result of the calculatioclause (B) shall be
expressed as a numeral and not as a dollar amount).




3. The Retention Agreement shall be modiéis follows:

(@) Section 5 of the Retention Agreemeihteileby amended to read as follows, and such seshialihbe
effective as of the date hereof:

5. Restriction on Option Exercise From January 1, 2012 until the earlier of thie&ive Time and the
date, if any, on which the Merger Agreement is teated in accordance with Section 8.1 of the MeApmeement,
Employee shall not exercise any options to purchessthSpring common stock, whether vested asraubsequent
to, the date hereof.

(b) Section 6(a)(i) of the Retention Agreatis hereby amended to read as follows:

(i) offer, pledge, announce the intention to s, contract to sell, sell any option or contri@cpurchase,
purchase any option or contract to sell, grant@tion, right or warrant to purchase, or otherviia@sfer or
dispose of, directly or indirectly, any share ofja common stock acquired through the exercisetdement

of any of Employee’s Rollover Awards or any CignecBange Shares, as defined in the Agreement between
Cigna and Employee dated December 7, 2011 (togetieet Restricted Cigna Shares) or

4, Except as expressly modified hereby Rbtention Agreement shall continue unmodified ianfall force
and effect.
5. (@) Nothing herein shall be deertweckreate an employment contract, and Employeealedges that

Employee’s employment by the Company is terminablsill by either party with or without cause andwor without
notice. This Agreement may not be modified, wajwaddischarged unless such waiver, modificatiordischarge is
agreed to in a writing signed by Employee and & duthorized officer of the Company. Each partgligberform such
further acts and execute and deliver such furtbeuchents as may be reasonably necessary to cdriyeoprovisions
of this Agreement.

(b) This Agreement may be executed in twaore counterparts, each of which shall be an calgind
all of which together constitute one and the sams&ument. If any term or other provision of tAigreement is invalic
illegal, or incapable of being enforced by any rofiéaw, or public policy, all other conditions aptbvisions of this
Agreement shall nevertheless remain in full foned affect so long as the economic or legal substahthe
transactions contemplated hereby is not affecteshynmanner adverse to any party. Upon such detation that any
term or other provision is invalid, illegal, or eygable of being enforced, the parties hereto slegjbtiate in good faith
to modify this Agreement so as to effect the o@jintent of the parties as closely as possiblnimcceptable manner
to the end that the transactions contemplated fenebfulfilled to the fullest extent possible.
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IN WITNESS WHEREOF, the parties hereto have exettiiess Agreement, to be effective as of the dat fi

written above.

CIGNA CORPORATION

By:  /s/ John Murabit

John Murabitc

Its: Executive Vice Preside

Herbert A. Fritcl
/s/ Herbert A. Fritcl
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HEALTHSPRING, INC.
AMENDED AND RESTATED
2006 EQUITY INCENTIVE PLAN

Section 1. Purpose.

This plan shall be known as the “HealthSpring, limended and Restated 2006 Equity Incentive Pldr@ ‘{(Plan”). The
purpose of the Plan is to promote the interestdezfithSpring, Inc., a Delaware corporation (therfipany”),its Subsidiaries ar
its stockholders by (i) attracting and retaining kdficers, employees, and directors of, and cdastd to, the Company and
Subsidiaries and Affiliates; (ii) motivating suchdividuals by means of performance-related incestito achieve longange
performance goals; (iii) enabling such individutdsparticipate in the longerm growth and financial success of the Comg
(iv) encouraging ownership of stock in the Compdayysuch individuals; and (v) linking their competiga to the longermr
interests of the Company and its stockholders.h\\éspect to any awards granted under the Plaratbdhtended to comply w
the requirements of “performance-based compensatioder Section 162(m) of the Code, the Plan shalinberpreted in
manner consistent with such requirements.

Section 2. Definitions.
As used in the Plan, the following terms shall héneemeanings set forth below:
(@) “Acquiror” has the meaning set forth_in Section 13(&yeof.

(b) “Affiliate” shall mean (i) any entity that, directly or indigcis controlled by the Company, (ii) any entity
which the Company has a significant equity inter@} an affiliate of the Company, as definedRuile 12b2 promulgated und
Section 12 of the Exchange Act, and (iv) any entitywhich the Company has at least twenty perc2@%d) of the combine
voting power of the entitg outstanding voting securities, in each case signiged by the Board as being a participating eye
in the Plan.

() “Assumed Award”has the meaning set forth_in Section 13ayeof.

(d) “Award” shall mean any Option, Stock Appreciation RightstReted Share, Restricted Share Unit, Perform
Award, or Other StocBased Award granted under the Plan, whether simglgombination or in tandem, to a Participant bg
Committee (or the Board) pursuant to such termsditions, restrictions and/or limitations, if arag the Committee (or the Boe
may establish.

(e) “Award Agreement” shall mean any written agreement, contract or dtistrument or document evidencing
Award, which may, but need not, be executed or askerdged by a Participant.

() “Board” shall mean the Board of Directors of the Company.

(9) “Cause”shall mean, unless otherwise defined in the appkcAward Agreement, with respect to a Particif
one or more of the following: (i) the conviction affelony or a crime involving moral turpitude;) ihe commission of any act
omission involving material dishonesty or fraudhwiespect to the Company or any of its Subsidiafi@sreporting to worl
under the influence of illegal drugs or the usdlefial drugs (whether or not at the workplace)) (epeated conduct causing the




Company or any of its Subsidiaries substantial iputlisgrace or disrepute or substantial economimhdv) the continued ai
repeated failure to perform substantially the dutéhis or her employment after 30 dagstice from the Company, such no
setting forth in reasonable detail the nature chdailure, and in the event the Participant fedlgure such failure within 30 de
of notice from the Company, if such failure is daleaof being cured; (vi) breach of fiduciary dutyemgaging in gross negliger
or willful misconduct with respect to the Companyaoy of its Subsidiaries; or (vii) any other mé&ikbreach of any employme
severance or similar agreement which is not curignim30 days after written notice thereof to thatigipant. Any determinatic
of Cause for purposes of the Plan or any Awardl dlsimade by the Committee in its sole discretiéimy such determinatic
shall be final and binding on a Participant.

(h) “Change in Control” shall mean any of the following events:

() any person or entity, including a “grou@8 defined in Section 13(d)(3) of the Exchangediker than th
Company or a whollypwned subsidiary thereof or any employee benedih @f the Company or any of its Subsidia
becomes the beneficial owner of the Comparsgcurities having 35% or more of the combinedhggbower of the the
outstanding securities of the Company that maydse for the election of directors of the Comparthé€o than as a res
of an issuance of securities initiated by the Camypa the ordinary course of business);

(i) as the result of, or in connection with, any cashder or exchange offer, merger or other bus
combination or contested election, or any combiamatf the foregoing transactions, less than a ritgjof the combine
voting power of the then outstanding securitiesttef Company or any successor company or entityleshtio vot
generally in the election of the directors of thenpany or such other corporation or entity aftethswansaction are he
in the aggregate by the holders of the Compamsgcurities entitled to vote generally in the tidecof directors of th
Company immediately prior to such transaction;

(iii) during any period of two (2) consecutive years,iitidials who at the beginning of any such pe
constitute the Board cease for any reason to ¢otestit least a majority thereof, unless the adectdr the nomination f
election by the Compang’shareholders, of each director of the Compasy dlected during such period was approve
a vote of at least twthirds (2/3rds) of the directors of the Companyntts#ill in office who were (i) directors of t
Company at the beginning of any such period, aifadi initially (a) appointed or elected to offies result of either i
actual or threatened election and/or proxy coriggir on behalf of a Person other than the Boardb)designated by
Person who has entered into an agreement with ohgp@ny to effect a transaction described in (ijiipabove or (iv) o
(v) below;

(iv) a complete liquidation or dissolution of the Comyaar

(v) the sale or other disposition of all or substalytiall of the assets of the Company to any Perstire( tha
a transfer to a Subsidiary).

Notwithstanding the foregoing, with respect to @ward that is subject to Section 409A of the Cddghange i
Control” shall have a meaning consistent with $ecti.409A-3(i)(5) of the U.S. Treasury Regulations.

@ “Code” shall mean the Internal Revenue Code of 1986, andeu from time to time.
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()] “Committee” shall mean a committee of the Board composed ofesst than two Noimployee Directors,
least two of whom shall be (i) a “non-employee diog” for purposes of Exchange Act Section 16 anteR.6b3 thereunder, ai
(ii) an “outside directorfor purposes of Section 162(m) and the regulatfjmasnulgated thereunder, and each of whom shi
“‘independent” within the meaning of the listingrefards of the New York Stock Exchange.

(K) “Consultant” shall mean any consultant to the Company or itsi8idries or Affiliates.

)] “Covered Officer” shall mean at any date (i) any individual who, witspect to the previous taxable year o
Company, was a “covered employe®’the Company within the meaning of Section 162(pmpvided, however, that the te
“Covered Officer”shall not include any such individual who is desiga by the Committee, in its discretion, at timeetiof an’
Award or at any subsequent time, as reasonablyceegheot to be such a “covered employedth respect to the taxable yeal
the Company in which the applicable Award will kecpor vested, as applicable, and (ii) any indigidwho is designated by 1
Committee, in its discretion, at the time of any akd/ or at any subsequent time, as reasonably egéatbe such acbvere:
employee’with respect to the current taxable year of the Samy or with respect to the taxable year of the @amy in which an
applicable Award will be paid or vested.

(m)  “Director” shall mean a member of the Board.

(n) “Disability” shall mean, unless otherwise defined in the appkcé&ward Agreement, a disability that wo
qualify as a total and permanent disability unéier€ompany’s then current long-term disability plan

(0) “Employee” shall mean a current or prospective officer or exyek of the Company or of any Subsidiar
Affiliate.

(p) “Exchange Act’shall mean the Securities Exchange Act of 1934n@anded from time to time.

() “Fair Market Value” with respect to the Shares on any date shall mg#me(reported closing sales price of

Shares on the New York Stock Exchange, or any athen exchange or market as is the principal toadiarket for the Shares,
such date, or in the absence of reported saleaandate, the closing sales price on the immediaielceding date on which se
were reported or (ii) in the event there is no fiublarket for the Shares on such date, the faiketaralue as determined, in gc
faith and by the application of a reasonable vauamethod, by the Board or the Committee in it sbiscretion; provided, th
for purposes of a sale of a Share as of any datkjding pursuant to a Change in Control, “Fair kéarValue” shall mean tr
actual sale price on that date.

(n “Good Reason”shall mean, unless otherwise defined in the appkcAward Agreement, if a Participant resi
from his or her employment with the Company andSisidiaries in connection with one or more of fibllowing events: (i)
reduction of 10% or more of the Participant’'s bsakary; (ii) a reduction of 10% or more of the Ripant's annual target bon
opportunity; (iii) any material reduction to thetma or scope of the Participamtresponsibilities, which is not cured within
days after written notice thereof by the Partictgarthe Company; or (iv) a requirement by the Camyp without the Participarst’
consent, to relocate the Participant to a locatian is greater than 50 miles from the locatiothef office in which the Participe
primarily performs his or her duties of employmanthe time of such relocation; provided that writhotice of the Participant’
resignation for Good Reason must be deliveredadbimpany within 45 days after the occurrence gfsaich event in
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order for the Participarg’ resignation with Good Reason to be effective ureder. For purpose of this definition, the t
“Company” shall also include any Acquiror followimgChange in Control.

(s) “Grant Price” shall mean the price established at the time oftgoh an SAR pursuant to_Sectioruéed ti
determine whether there is any payment due uporciseeof the SAR.

(® “Incentive Stock Option” shall mean an option to purchase Shares from thep@ny that is granted uni
Section 6of the Plan and that is intended to meet the requents of Section 422 of the Code or any succ@sewuision thereto.

(u) “Non-Employee Director” shall mean a member of the Board who is not ac@ffiemployee or consultant of
Company or any Subsidiary or Affiliate.

(v) “Non-Qualified Stock Option” shall mean an option to purchase Shares from timep&oy that is granted uni
Sections tr 100f the Plan and is not intended to be an IncerStoek Option.

(w) “Option” shall mean an Incentive Stock Option or a Non-QiealiStock Option.
x) “Option Price” shall mean the purchase price payable to purches&bare upon the exercise of an Option.
(y) “Other Stock-Based Award”shall mean any Award granted under Sections 20 of the Plan. For purposes

the share limitations of Section 4hereof, Other StocBased Awards that are not settled in cash shaitdaged as a Restrici
Share Award if the amounts payable thereunder vglldetermined by reference to the full value ofhar8 (as opposed
reference to the appreciation of Shares abovetaicéhreshold).

(2 “Participant” shall mean any Employee, Director, Consultant beioperson who receives an Award unde
Plan.

(aa) “Performance Award” shall mean any Award granted under Secti@f 8&he Plan. For purposes of the sl
limitations of Section 4.hereof, a Performance Award that is not settlechsh shall be treated as a Restricted Share Avvtre
amounts payable thereunder will be determined fareace to the full value of a Share (as opposedference to the appreciat
of Shares above a certain threshold).

(bb) “Person” shall mean any individual, corporation, partnerstiipited liability company, association, joisteck
company, trust, unincorporated organization, gavemt or political subdivision thereof or other @nti

(cc)  “Restricted Share”shall mean any Share granted under SectianslDof the Plan.

(dd)  “Restricted Share Unit” shall mean any unit granted under Sectiops J0of the Plan.

(ee) “Retirement’shall mean, unless otherwise defined in the appkcAward Agreement, retirement of a Particij
from the employ or service of the Company or anytofSubsidiaries or Affiliates in accordance witie terms of the applicalt
Company retirement plan or, if a Participant is emtered by any such plan, retirement on or afieh $articipans 65th birthday

() “SEC” shall mean the Securities and Exchange Commissianyosuccessor thereto.
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(gg)  “Section 16”"shall mean Section 16 of the Exchange Act and ules promulgated thereunder and any succ
provision thereto as in effect from time to time.

(hh) “Section 162(m)”shall mean Section 162(m) of the Code and the atigus promulgated thereunder and
successor provision thereto as in effect from tioneme.

(i) “Separation from Service” shall mean a “separation from servies’defined in Section 409A of the Code ant
regulations promulgated thereunder.

()] “Shares” mean shares of the common stock, $0.01 par valilkee €ompany.

(kk)  “Stock Appreciation Right” or “SAR” shall mean a stock appreciation right granted uSeetions ®r 100f the
Plan that entitles the holder to receive, with eespto each Share encompassed by the exercisecbf SAR, the amou
determined by the Committee and specified in an iiwsgreement. In the absence of such a deterroimatine holder shall |
entitled to receive, with respect to each Sharempassed by the exercise of such SAR, the excebe ¢fair Market Value of
Share on the date of exercise over the Grant Price.

(I “Subsidiary” shall mean any Person (other than the Company)hafha60% or more of its voting power or
equity securities or equity interest is owned dlyeor indirectly by the Company.

(mm) “Substitute Awards” shall mean Awards granted solely in assumptionoofin substitution for, outstandi
awards previously granted by a company acquiretthdyCompany or with which the Company combines.

Section 3. Administration.

3.1  Authority of Committee. The Plan shall be administered by the Committdéch shall be appointed by and se
at the pleasure of the Board; provided, howeveth) waspect to Awards to NdBmployee Directors, all references in the Ple
the Committee shall be deemed to be referencéset8adard. Subject to the terms of the Plan anticgtye law, and in additic
to other express powers and authorizations comferrethe Committee by the Plan, the Committee dieabe full power ar
authority in its discretion to: (i) designate Peigants; (ii) determine the type or types of Awatdse granted to a Participe
(iif) determine the number of Shares to be covdrgdor with respect to which payments, rights dneotmatters are to
calculated in connection with Awards; (iv) determithe timing, terms, and conditions of any Awang;gccelerate the time
which all or any part of an Award may be settled exercised; (vi) determine whether, to what extemtd under wh.
circumstances Awards may be settled or exercisarhsh, Shares, other securities, other Awardshaar giroperty, or cancele
forfeited or suspended and the method or methodsHigh Awards may be settled, exercised, cancdteteited or suspende
(vii) determine whether, to what extent, and unalkat circumstances cash, Shares, other secuottes; Awards, other proper
and other amounts payable with respect to an Awslaatl be deferred either automatically or at theetdn of the holder thereof
of the Committee; (viii) interpret and administbetPlan and any instrument or agreement relatingrtéward made under, t
Plan; (ix) except to the extent prohibited by Sath.2, amend or modify the terms of any Award at orrafgeant; (x) establis
amend, suspend or waive such rules and regulatmas appoint such agents as it shall deem apprepfat the prope
administration of the Plan; (xi) make all deterntioas under the Plan concerning any ParticigaBeparation from Service w
the Company or a Subsidiary or Affiliate; and (xnpke any other determination and take any othgorathat the Committe
deems necessary or desirable for the administratidhe Plan, subject to the exclusive authoritythef Board undeBection 1.
hereunder to amend or terminate the Plan. Theiseeof an Option or SAR or the
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receipt of an Award shall be effective only if amw#&rd Agreement shall have been duly executed aliedsd on behalf of tf
Company following the grant of the Option or othavard.

3.2 Committee Discretion BindingUnless otherwise expressly provided in the Plandedignations, determinatio
interpretations, and other decisions under or wépect to the Plan or any Award shall be withiae sole discretion of tl
Committee, may be made at any time and shall k&, foonclusive, and binding upon all Persons, iiclg the Company, al
Subsidiary or Affiliate, any Participant and anyder or beneficiary of any Award. A Participantaiher holder of an Award m
contest a decision or action by the Committee waipect to such person or Award only on the grouhds such decision
action was arbitrary or capricious or was unlawand any review of such decision or action shallitmited to determinin
whether the Committee’s decision or action wastiatyi or capricious or was unlawful.

3.3 Delegation. Subject to the terms of the Plan and applicable B Committee may delegate to one or 1
officers or managers of the Company or of any Slidasi or Affiliate, or to a Committee of such o#is or managers, t
authority, subject to such terms and limitationsressCommittee shall determine, to grant Awardsrtto cancel, modify or wair
rights with respect to, or to alter, discontinugspgend or terminate Awards held by Participants arteonot officers or directors
the Company for purposes of Section 16 or who Hreraise not subject to such Section.

3.4 No Liability. No member of the Board or Committee shall bleldidor any action taken or determination mac
good faith with respect to the Plan or any Awaranged hereunder.

Section 4. Shares Available For Awards.

4.1 Shares Available Subject to the provisions of Section 4éreof, the stock to be subject to Awards undeiPiiae
shall be the Shares of the Company and the maximumber of Shares with respect to which new Awardy e granted unc
the Plan after the Effective Date shall be the siifii) 3,250,000 and (ii) the number of Shares ladé for grant under the Plan
of the end of the day that is the Effective Dat¢hef amendment and restatement of this Plan. Thdeuof Shares with respec
which Incentive Stock Options may be granted atfter Effective Date shall be no more than 1,000,008e number of Shar
with respect to which Restricted Shares and Réstri€hare Units may be granted after the Effedliage shall be no more tF
1,750,000. Notwithstanding the foregoing, if, attee Effective Date, any Shares covered by an dwaanted under this Plan,
to which such an Award relates, are forfeitedfeuch an Award is settled for cash or otherwismiieates, expires unexercise(
is canceled without the delivery of Shares, thenShares covered by such Award, or to which suchrdwelates, or the numl
of Shares otherwise counted against the aggregatéer of Shares with respect to which Awards magrbated, to the extent
any such settlement, forfeiture, termination, eagdn or cancellation, shall again become Shardis keispect to which Awar
may be granted. Notwithstanding the foregoingnifOption or SAR is exercised, in whole or in phayttender of Shares or if 1
Companys tax withholding obligation with respect to any &w is satisfied by withholding Shares, the nundié8hares deem
to have been issued under the Plan for purpos#sedimitations set forth in this_Section 4hall be the number of Shares
were subject to the Award, or portion thereof, aotithe net number of Shares actually issued; &Rs3o be settled in Sha
shall be counted in full against the number of 8kavailable for issuance under the Plan, regardieshe number of Shal
actually issued upon the settlement of the SARDbje®t to any adjustment as provided_in Sectionh&2of, no Participant m
receive grants of Options or SARs under the Plaaniyncalendar year that, taken together, relatedoi@ than 625,000 Shares.

4.2  Adjustments.Without limiting the discretion of the Committee povided in_Section 18ereof, in the event tt
the Committee determines that any dividend or othstribution (whether in the form of cash, Shamther securities or ott
property and other than a regular cash dividend),




recapitalization, stock split, reverse stock spéigrganization, merger, consolidation, split-ypnsff, combination, repurchase
exchange of Shares or other securities of the Compssuance of warrants or other rights to puret&isares or other securitie:
the Company, or other similar corporate transactiorevent affects the Shares, then the Committe# shan equitable ai
proportionate manner (and, as applicable, in sughn@r as is consistent with Sections 162(m), 42P489A of the Code and t
regulations thereunder) either: (a) adjust anylloofa(1) the aggregate number of Shares or otkeusties of the Company |
number and kind of other securities or propertythwespect to which Awards may be granted undePtha; (2) the number
Shares or other securities of the Company (or numibé kind of other securities or property) subjeavutstanding Awards unc
the Plan, provided that the number of shares sutgeany Award shall always be a whole number;t§g)grant or exercise pri
with respect to any Award under the Plan; andK{é)limits on the number of Shares that may be gdatdg Participants under 1
Plan in any calendar year; (b) provide for an egleint award in respect of securities of the sungventity of any merge
consolidation or other transaction or event hadngjmilar effect; or (c) make provision for a cgslyment to the holder of
outstanding Award. Any such adjustments to outhtan Awards shall be effected in a manner that |pdss the materi
enlargement of rights and benefits under such Asvard

4.3 Substitute Awards.Any Shares issued by the Company as Substitut@rdsiin connection with the assumptio
substitution of outstanding grants from any acqugerporation shall not reduce the Shares availabl&wards under the Plan.

4.4  Sources of Shares Deliverable Under Awardsy Shares delivered pursuant to an Award may sgrisi whole ¢
in part, of authorized and unissued Shares orsokid Shares which have been reacquired by the Gympa

Section 5. Eligibility.

Any Employee, Director or Consultant shall be dligito be designated a Participant; provided, hemethat Non-
Employee Directors shall only be eligible to reeeAwards granted consistent with Section 10

Section 6. Stock Options and Stock Appreciation Rights.

6.1 Grant. Subject to the provisions of the Plan, the Commigieall have sole and complete authority to deterthe
Participants to whom Options and SARs shall betgrhrthe number of Shares subject to each Awaedexiercise price and 1
conditions and limitations applicable to the exaeodf each Option and SAR. An Option may be grchntigh or without a relate
SAR. An SAR may be granted with or without a reth©ption. The grant of an Option or SAR shalluwoghen the Committ
by resolution, written consent or other appropratgon determines to grant such Option or SARafparticular number of Sha
to a particular Participant at a particular OptiRRrice or Grant Price, as the case may be, or stehdate as the Committee s
specify in such corporate action or an applicalbjeitg award policy. The Committee shall have théharity to grant Incentiv
Stock Options and to grant N@pualified Stock Options. In the case of Incen8teck Options, the terms and conditions of :
grants shall be subject to and comply with suclesals may be prescribed by Section 422 of the Caslésom time to tim
amended, and any regulations implementing suchtstatA person who has been granted an Option & GAder this Plan m:
be granted additional Options or SARs under tha Pldne Committee shall so determine; providedyéweer, that to the extent
aggregate Fair Market Value (determined at the timelncentive Stock Option is granted) of the $bawith respect to which
Incentive Stock Options are exercisable for thst fiime by an Employee during any calendar yead€umll plans described
Section 422(d) of the Code of the Employee&mployer corporation and its parent and Subsdiprexceeds $100,000 s
Options shall be treated as Non-Qualified Stockiddst




6.2 Price. The Committee in its sole discretion shall estébiiee Option Price at the time each Option is gr@ran
the Grant Price at the time each SAR is grantedte in the case of Substitute Awards, the Ogfidoe of an Option may not
less than the Fair Market Value of a Share on #te df grant of such Option. Except in the casBudistitute Awards, the Gr:
Price of an SAR may not be less than the Fair Mavlkedue of a Share on the date of grant of such SARhe case of Substitt
Awards or Awards granted in connection with an atipent provided for in_Section 4t#reof in the form of Options or SAl
such grants shall have an Option Price (or GraioePper Share that is intended to maintain theeeoc value of the Award tr
was replaced or adjusted as determined by the CttieemiNotwithstanding the foregoing and excepegsired by the provisio
of Section 4.2hereof, the Committee shall not have the power)tanjend the terms of previously granted Optionsetiuce th
Option Price of such Options, (ii) amend the teaohpreviously granted SARs to reduce the GrantePoicsuch SARSs, (i) canc
such Options and grant substitute Options withwaelcOption Price than the cancelled Options, dr¢ancel such SARs and gr
substitute SARs with a lower Grant Price than tl@celled SARs, in each case without the approvathef Company
stockholders.

6.3 Term. Subject to the Committee’s authority under_SecBdnand the provisions of Section 6.4ach Option ar
SAR and all rights and obligations thereunder skaflire on the date determined by the Committeespadified in the Awal
Agreement. The Committee shall be under no duprdwide terms of like duration for Options or SAgsinted under the Pla
Notwithstanding the foregoing, but subjeciSection 6.4(a)hereof, no Option or SAR shall be exercisablerdfte expiration ¢
ten (10) years from the date such Option or SAR gvasted.

6.4 Exercise.

(@) Each Option and SAR shall be exercisablsuch times and subject to such terms and donslifis th
Committee may, in its sole discretion, specifyhia aipplicable Award Agreement or thereafter. Then@ittee shall ha
full and complete authority to determine whetheiGgtion or SAR will be exercisable in full at angné or from time t
time during the term of the Option or SAR, or toyde for the exercise thereof in such installmeapon the occurren
of such events and at such times during the terthefOption or SAR as the Committee may determifr. Awarc
Agreement may provide that the period of time avarch an Option, other than an Incentive Stock @ptor SAR ma
be exercised shall be automatically extended ithenscheduled expiration of such Award, the Padici's exercise (
such Award would violate applicable securities lgwovided, however, that during the extended egergieriod th
Option or SAR may only be exercised to the exteshsAward was exercisable in accordance with ithisemmediatel
prior to such scheduled expiration date; providedher, however, that such extended exercise petiadl end not lat
than thirty (30) days after the exercise of suchidpor SAR first would no longer violate such laws

(b) The Committee may impose such conditiaith respect to the exercise of Options, includimighout
limitation, any relating to the application of fedk state or foreign securities laws or the Cedeit may deem necess
or advisable. The exercise of any Option grantedtimder shall be effective only at such time a&sdhle of Shar
pursuant to such exercise will not violate anyestatfederal securities or other laws.

(c) An Option or SAR may be exercised in \ghor in part at any time, with respect to wholea®s only
within the period permitted thereunder for the eiser thereof, and shall be exercised by writteicaaif intent to exerci
the Option or SAR, delivered to the Company apitacipal office, and payment in full to the Compgaat the direction «
the Committee of the amount of the Option Pricetlier number of Shares with respect to which thec@ps then bein
exercised.




(d) Payment of the Option Price shall be enad (i) cash or cash equivalents, (ii) at the iigon of the
Committee, by transfer, either actually or by d#ten, to the Company of unencumbered Shares qushyi acquired t
the Participant, valued at the Fair Market Valuswéh Shares on the date of exercise (or next edowetrading date,
the date of exercise is not a trading date), tagethth any applicable withholding taxes, such $fanto be upon su
terms and conditions as determined by the Commitieby a combination of (i) and (ii), or (iv)ybany other methc
approved or accepted by the Committee in its sieretion, including, if the Committee so deternsiné) a cashle
(broker-assisted) exercise that complies with applie laws or (y) withholding Shares (mtercise) otherwise delivera
to the Participant pursuant to the Option havingaggregate Fair Market Value at the time of exereigual to the tot
Option Price. Until the Participant has been idsiie Shares subject to such exercise, he or stlepsissess no rights
a stockholder with respect to such Shares. Thep@agnreserves, at any and all times in the Comgasigfe discretio
the right to establish, decline to approve or teate any program or procedures for the exerci€@ptibns by shall me:
of a method set forth in subsection (iv) aboveluding with respect to one or more ParticipantcHjgal by the Compar
notwithstanding that such program or procedures lbeagvailable to other Participants.

(e) At the Committee’discretion, the amount payable as a result oéxeecise of an SAR may be settle
cash, Shares or a combination of cash and Sharésctional Share shall not be deliverable upam ¢tlercise of a SA
but a cash payment will be made in lieu thereof.

6.5 Separation from ServiceExcept as otherwise provided in the applicableafdvgreement, an Option or SAR n
be exercised only to the extent that it is therr@gable, and if at all times during the period ihagg with the date of grantil
such Award and ending on the date of exercise cfi #Award the Participant is an Employee, DirectoiConsultant, and sh
terminate immediately upon a Separation from Serbag the Participant. Except as otherwise provideithe applicable Awal
Agreement, an Option or SAR shall cease to be esadrie upon a Separation from Service of the Rpaint. Notwithstanding tt
foregoing provisions of this Section @dbthe contrary, the Committee may determine idigsretion that an Option or SAR n
be exercised following any such Separation fromviBer whether or not exercisable at the time ofhsseparation; provide
however, that in no event may an Option or SAR Y=@sed after the expiration date of such Awarecgped in the applicab
Award Agreement, except as provided in Sectionaf).4(

6.6 Ten Percent Stock Rul®&otwithstanding any other provisions in the Pldrgtithe time an Option is otherwise
be granted pursuant to the Plan, the optioneegbtsiholder owns directly or indirectly (within tineeaning of Section 424(d)
the Code) Shares of the Company possessing manetehapercent (10%) of the total combined votingvgoof all classes
Stock of the Company or its parent or SubsidianAffitiate corporations (within the meaning of Siect 422(b)(6) of the Code
then any Incentive Stock Option to be granted tdhsaptionee or rights holder pursuant to the Plal satisfy the requirement
Section 422(c)(5) of the Code, and the Option Psieal be not less than one hundred ten percefg4)l bf the Fair Market Valt
of the Shares of the Company, and such Optionsbteims shall not be exercisable after the expimmadif five (5) years from tt
date such Option is granted.

Section 7. Restricted Shares And Restricted Share Units.
7.1 Grant.
(®) Subject to the provisions of the Plaie, Committee shall have sole and complete authtritietermine tr
Participants to whom Restricted Shares and Resdrishare Units shall be granted, the number ofriRest Shares andi

the number of Restricted Share Units to be gratdeshch Participant, the duration of the periodradumwhich, and th
conditions under




which, the Restricted Shares and Restricted Shaies Whay be forfeited to the Company, and the oteems an
conditions of such Awards. The Restricted Sharé Restricted Share Unit Awards shall be evidencedAtvarc
Agreements in such form as the Committee shall ftiome to time approve, which agreements shall cgmgth and b
subject to the terms and conditions provided heteurand any additional terms and conditions estiadd by th
Committee that are consistent with the terms ofRtlag.

(b) Each Restricted Share and RestrictedeStait Award made under the Plan shall be for sueimber ¢
Shares as shall be determined by the Committeesandorth in the Award Agreement containing them®rof suc
Restricted Share or Restricted Share Unit AwandchSagreement shall set forth a period of timergduwhich the grant:
must remain in the continuous employment (or ofegviceproviding capacity) of the Company in order for thefeiture
and transfer restrictions to lapse. If the Congmritso determines, the restrictions may lapse dustict restricted peri
in installments with respect to specified portimghe Shares covered by the Restricted Share sirifted Share Ur
Award. The Award Agreement may also, in the disereof the Committee, set forth performance oreottonditions th:
will subject the Shares to forfeiture and transéstrictions. The Committee may, at its discretimaive all or any part
the restrictions applicable to any or all outstagdrestricted Share and Restricted Share Unit Asvard

7.2  Delivery of Shares and Transfer Restrictions.

(@) At the time of a Restricted Share Awardegrtificate representing the number of Sharegded thereund
may, in the Company’discretion, be registered in the name of or etlser on behalf of the grantee. Such certificdtany, sha
be held by the Company or any custodian appointethe Company for the account of the grantee sultge¢he terms ar
conditions of the Plan, and shall bear such a l@getting forth the restrictions imposed thereothasCommittee, in its discretic
may determine. The foregoing to the contrary nibistanding, the Company may, in its discretionyvgl®e that a Participard’
ownership of Restricted Shares prior to the lagseng transfer restrictions or any other applicaklgrictions shall, in lieu of su
certificates, be evidenced by a “book entrye(., a computerized or manual entry) in the recofdee® Company or its designa
agent, and any confirmation and account statersartsto the Participant with respect to such bewky Shares may bear
restrictive legend referenced in the precedingeser®. Such records of the Company or such ageatf ahsent manifest error,
binding on all Participants who receive RestricBthre Awards evidenced in such manner. The holdirRestricted Shares
the Company or such an escrow holder, or the udmak entries to evidence the ownership of Restli@hares, in accordal
with this Section 7.2(g)shall not affect the rights of Participants aservg of the Restricted Shares awarded to theraffent the
restrictions applicable to such shares under thardwgreement or the Plan, including the transdstrictions.

(b) Unless otherwise provided in the applieaAward Agreement, the grantee shall have altsigof ¢
stockholder with respect to the Restricted Shanefding the right to receive dividends and thghtito vote such Shares, sub
to the following restrictions: (i) unless otherwigetermined by the Board or Committee, cash andeSHaidends shall |
automatically reinvested in additional Shares wisibhll be treated as Restricted Shares under ¢tiso8 7; (ii) the grantee sh
not be entitled to delivery of the stock certifieaintil the expiration of the restricted period ahé fulfillment of any othe
restrictive conditions set forth in the Award Agmeent with respect to such Shares; (iii) none ofShares may be sold, assigi
transferred, pledged, hypothecated or otherwiseurabered or disposed of during such restricted gedo until after th
fulfillment of any such other restrictive conditgyrand (iv) except as otherwise determined by th@ittee at or after grant,
of the Shares shall be forfeited and all rightshef grantee to such Shares shall terminate, withutkter obligation on the part
the Company, unless the grantee remains in thencanis employment of the Company for the entiréricted period in relatic
to which such Shares were granted and unless &ey strictive conditions relating to the ReseicEhare
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Award are met. Restricted Share Units shall bgestito similar_transferestrictions as Restricted Share Awards, exceptrit
Shares are actually awarded to a Participant wigpaisted Restricted Share Units on the date oftgeaml, except as providec
Section 15.Zelow, such Participant shall have no rights otacldholder with respect to such Restricted SharésUmtil the
restrictions set forth in the applicable Award Agreent have lapsed.

7.3 Termination of RestrictionsAt the end of the restricted period and provideat #iny other restrictive conditions
the Restricted Share Award are met, or at sucleedirhe as otherwise determined by the Commitidleestrictions set forth
the Award Agreement relating to the Restricted 8hawvard or in the Plan shall lapse as to the m@stli Shares subject thert
and a stock certificate for the appropriate nundfe3hares, free of the restrictions and restristedk legend, shall be deliverec
the Participant or the Participant's beneficiaryestate, as the case may be (or, in the case &fdrioy Shares, such restrictic
and restricted stock legend shall be removed froenconfirmation and account statements deliverethéoParticipant or t
Participant’s beneficiary or estate, as the casglmaa

7.4 Payment of Restricted Share Unitach Restricted Share Unit shall have a value equak Fair Market Value

a Share. Restricted Share Units shall be paidsh,cShares, other securities or other propertgegesmined in the sole discret
of the Committee, upon the lapse of the restristiapplicable thereto, or otherwise in accordandé tie applicable Awa
Agreement. Unless otherwise provided in the apple Award Agreement, a Participant shall receiveldnd rights in respect
any vested Restricted Stock Units at the time of payment of dividends to stockholders on Sharggalpe as provided

Section 15.2 Unless otherwise provided in the applicable AdvAgreement, dividend equivalents shall not be fraicspect ¢
Restricted Share Units that are not yet vestectefixas otherwise determined by the Committee after grant, Restricted Sh.
Units may not be sold, assigned, transferred, glédfypothecated or otherwise encumbered or didposeand all Restricte
Share Units and all rights of the grantee to suektiitted Share Units shall terminate, withoutHartobligation on the part of t
Company, unless the grantee remains in continuayoyment of the Company for the entire restrigtedod in relation to whic
such Restricted Share Units were granted and uatessther restrictive conditions relating to thesRicted Share Unit Award ¢
met.

Section 8. Performance Awards.

8.1 Grant. The Committee shall have sole and complete authtwitdetermine the Participants who shall recel
Performance Award, which shall consist of a ridiattis (i) denominated in cash or Shares (includiagnot limited to Restricte
Shares and Restricted Share Units), (ii) valueddetermined by the Committee, in accordance with dbhievement of su
performance goals during such performance perisdfi@ Committee shall establish, and (iii) payadilsuch time and in su
form as the Committee shall determine.

8.2 Terms and ConditionsSubject to the terms of the Plan and any applicAblard Agreement, the Committee sl
determine the performance goals to be achieveaglamy performance period, the length of any peréorce period, the amol
of any Performance Award and the amount and kinangfpayment or transfer to be made pursuant taPamformance Awar
and may amend specific provisions of the Perforraafward; provided, however, that such amendment nodadversely affe
existing Performance Awards made within a perforcegmeriod commencing prior to implementation ofdngendment.

8.3 Payment of Performance AwardBerformance Awards may be paid in a lump sum ardtallments following th
close of the performance period or, in accordante thve procedures established by the Committee, deferred basis. Excep
otherwise provided in an Award Agreement or_by Bect3 hereof, Separation from Service prior to the endrof performanc
period, other than for reasons of death or Didgbilill result in the forfeiture of the Performanéward, and no payments will
made.
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Notwithstanding the foregoing, the Committee mayits discretion, waive any performance goals anafbrer terms ar
conditions relating to a Performance Award. A Rgrant's rights to any Performance Award may not be saikignec
transferred, pledged, hypothecated or otherwiserabered or disposed of in any manner, except blyawrithe laws of desce
and distribution, and/or except as the Committeg determine at or after grant.

Section 9. Other Stock-Based Awards.

The Committee shall have the authority to deterntives Participants who shall receive an Other S®aked Awarc
which shall consist of any right that is (i) notAward described in Sectionso 7 above and (ii) an Award of Shares or an Av
denominated or payable in, valued in whole or int jp& reference to, or otherwise based on or rélabe Shares (includin
without limitation, securities convertible into $ha), as deemed by the Committee to be consistémtive purposes of the Ple
Subject to the terms of the Plan and any applicAlblard Agreement, the Committee shall determineténes and conditions
any such Other Stock-Based Award.

Section 10.  Non-Employee Director Awards.

10.1 Annual Compensatiolhe Board may provide that all or a portion of anNgEmployee Directos annual retaine
meeting fees and/or other awards or compensatidetasmined by the Board, be payable (either auioaily or at the election
a Non-Employee Director) in the form of N@ualified Stock Options, Restricted Shares, RdsttiShare Units and/or Otl
StockBased Awards, including unrestricted Shares. Thar® shall determine the terms and conditions gf suth Awards
including the terms and conditions which shall gpgbon a termination of the Non-Employee Diredasérvice as a membel
the Board, and shall have full power and authdritits discretion to administer such Awards, subjeche terms of the Plan
applicable law.

10.2 Other Awards.The Board may also grant Awards to Nemployee Directors pursuant to the terms of the,
including any Award described in Sections®or 9above.

Section 11.  Provisions Applicable To Covered Officers And Perfonance Awards.

11.1 ScopeNotwithstanding anything in the Plan to the contramless the Committee determines that a Perfore
Award to be granted to a Covered Officer should quatlify as “performance-based compensation” fappses of Section 162
(m), Performance Awards granted to Covered Offisbidl be subject to the terms and provisions isf3ection 11

11.2 Performance GoalsThe Committee may grant Performance Awards to Gal/@fficers based solely upon
attainment of performance targets related to onenare performance goals selected by the Committma famong the goe
specified below. For the purposes of this Sectibnperformance goals shall be limited to one or nuérie following Compan
Subsidiary, operating unit, business segment asidiv financial performance measures:

(a) earnings before any one or more of the followingeriest, taxes, depreciation, amortization andk
compensation expense;

(b) operating income or profit;
(© operating efficiencies and selling, general andiachtnative expense;
(d) return on equity, assets, capital, capital emplayeidvestment;
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(e) net income;

() earnings per Share;

(9) financial ratios;

(h) utilization management;

0] membership or membership months;

)] gross profit;

(k) medical loss ratios;

)] stock price or total stockholder return;
(m) provider network growth;

(n) debt reduction;

(o) strategic business objectives, consisting of onmarre objectives based on meeting specified eneui
targets, membdvased goals or initiatives (including member satisbn goals), expense targets
measures, employee headcount targets, businesssexpagoals (including project management
implementation goals), and goals relating to actiorns or divestitures; or

(p) any combination thereof.

Each goal may be expressed on an absolute and#bveebasis, may be based on or otherwise empboyparisons based
internal targets, the past performance of the Compa any Subsidiary, operating unit, business ssgnor division of th
Company and/or the past or current performancettofrocompanies, and in the case of earnbaged measures, may us
employ comparisons relating to capital, stockhadequity and/or Shares outstanding, or to assetgetassets. The Commit
may appropriately adjust any evaluation of perfaragaunder criteria set forth in this Section 1tb.2xclude any of the followir
events that occurs during a performance periojlasGet impairments or writlwns, (ii) litigation or claim judgments
settlements, (iii) the effect of changes in tax,laacounting principles or other such laws or ivis affecting reported resu
(iv) accruals for reorganization and restructurprggrams, (v) any extraordinary noecurring items as described in Accoun
Principles Board Opinion No. 30 and/or in managefhsediscussion and analysis of financial conditiod egsults of operatio
appearing in the Comparsyannual report to stockholders for the applicgbeler, and (vi) the effect of adverse or delayecifek
state or local governmental or regulatory actiooyed that the Committee commits to make any sujhstments within the !
day period set forth in Section 1élow.

11.3 Annual Limits.With respect to any Covered Officer, the maximunmbar of Shares in respect of which
Performance Awards may be granted under Sectioh e Plan in any year is 350,000 and the maximamount of a
Performance Awards that are settled in cash aridrtag be granted under Sectionf@he Plan in any year is $5,000,000.00.

11.4 Other ProvisionsTo the extent necessary to comply with Section m§2(vith respect to grants of Performa
Awards, no later than 90 days following the comneenent of each performance period (or such othex ammmay be required
permitted by Section 162(m) of the Code), the Cottemi
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shall, in writing, (1) select the performance goaboals applicable to the performance periode&blish the various targets
bonus amounts which may be earned for such perfurenperiod, and (3) specify the relationship betwgerformance goals a
targets and the amounts to be earned by each Co@Hfieer for such performance period. Followirge tcompletion of ea
performance period, the Committee shall certifyviiting whether the applicable performance tardetee been achieved and
amounts, if any, payable to Covered Officers farhsperformance period. In determining the amoamed by a Covered Offic
for a given performance period, subject to any iapple Award Agreement, the Committee shall haeeripht to reduce (but r
increase) the amount payable at a given level dbpeance to take into account additional factbiet the Committee may de
relevant in its sole discretion to the assessmieindovidual or corporate performance for the peniance period.

11.5 Intent. Unless otherwise expressly stated in the relevamard Agreement, each Award granted to a Co\
Officer under the Plan is intended to be performedrased compensation within the meaning of Secti@frm}p Accordingly
unless otherwise determined by the Committee, yf @ovision of the Plan or any Award Agreement tinfato such an Awal
does not comply or is inconsistent with Section(f§2 such provision shall be construed or deemednaied to the exte
necessary to conform to such requirements, andaaspon shall be deemed to confer upon the Conemitliscretion to increz
the amount of compensation otherwise payable towe@d Officer in connection with any such Awaranpghe attainment of tl
performance criteria established by the Committee.

Section 12.  Separation from Service.

The Committee shall have the full power and authidd determine the terms and conditions that sgdly to any Awar
upon a Participarg’ Separation from Service with the Company, itssRliétiries and Affiliates, including a Separatioonfr Servic
by the Company with or without Cause, by a Pardiotpvoluntarily, or by reason of death, Disability Retirement, and m
provide such terms and conditions in the Award &grent or in such rules and regulations as it maggoibe.

Section 13.  Change In Control.

Unless otherwise provided by the Committee at terajrant, in an Award Agreement, by resolutiorbgra contractu;
agreement between the Company and a Participanfollbwing shall apply in the event of a Chang€mntrol:

€) Assumption, Continuation or Substitutidn. the event of a Change in Control, the Compahg, durviving
continuing, successor, or purchasing corporationtler business entity or parent thereof, as tise aaay be (the * Acquirbr),
may, without the consent of any Participant, eithesume or continue the Companyights and obligations under each or
Award or portion thereof outstanding immediateljopto the Change in Control or substitute for eactany such outstandi
Award or portion thereof a substantially equivalaward with respect to the Acquiror’s stock, asliapple (an “Assumed Awar
"). For purposes of this paragraph, an Award denomdnat&hares shall be considered assumed onlylidwimg the Change
Control, (i) the Assumed Award (as adjusted, iflepgble, pursuant to Section 4h2reof) confers the right to receive, subje
the terms and conditions of the Plan and the agiplicAward Agreement, for each Share subject té\thard immediately prior 1
the Change in Control, the consideration (whethecks cash, other securities or property or a comatimn thereof) to which
holder of a share of stock on the effective datthefChange in Control was entitled; provided, heavethat if such considerati
is not solely common stock of the Acquiror, the Qoittee may, with the consent of the Acquiror, pdevfor the consideration
be received upon the exercise or settlement ofttrd, for each Share subject to the Award, to bselely of common stock
the Acquiror equal in Fair Market Value to the gaiare consideration received by holders of Shanesupnt to the Change
Control, and (ii) the Assumed Award provides thawithin one year
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following a Change in Control, a Participant Sepssadrom Service with the Acquiror by reason of (#&ath; (B) Disability
(C) Retirement; (D) for Good Reason by the Pardiotp or (E) involuntary termination by the Acquirfmr any reason other th
for Cause, all outstanding Awards of such Partitipsall vest, become immediately exercisable aydiple (and remain so -
such period as to give the Participant a reasonab®rtunity to exercise such Award in connectiothvand following hi:
Separation from Service) and have all restrictidted.

(b) Other Accelerated VestingThe Committee may provide in any Award Agreementin the event of a Change
Control, may take such actions as it deems apm@i@ptio provide, for the acceleration of the exatuigty, vesting and/c
settlement in connection with such Change in Cowifreach or any outstanding Award or portion tleérgoon such conditions
the Committee shall determine. In the event ofhar@e in Control, and without the consent of angti€pant, the Committe
may, in its discretion, provide that for a periddab least fifteen (15) days prior to the Changemtrol, any Options or Sto
Appreciation Rights shall be exercisable as t&hHres subject thereto and that upon the occurcdribe Change in Control, st
Stock Options or Stock Appreciation Rights shaifimate and be of no further force and effect.

(©) Cash-Out of Awards The Committee may, in its discretion and withthe consent of any Participant, deterr
that, upon the occurrence of a Change in Contaatheor any Award or a portion thereof outstandimgnediately prior to tr
Change in Control and not previously exercisedetites] shall be canceled in exchange for a paymvéhtrespect to each ves
Share (and each unvested Share, if so determingldeb@ommittee) subject to such canceled Award)ioagh, (ii) stock of tt
Company or of a corporation or other businesseatiparty to the Change in Control, or (iii) oth@operty which, in any su
case, shall be in an amount having a value equaktconsideration to be paid per Share in the @dam Control, reduced by t
exercise or purchase price per share, if any, usael Award (which payment may, for the avoidarfcgomibt, be $0, in the eve
the per share exercise or purchase price of an d\sagreater than the per share consideration mmextion with the Change
Control).

(d) Performance AwardsThe Committee may, in its discretion, provide thmathe event of a Change in Cont
(i) any outstanding Performance Awards relatingpéoformance periods ending prior to the Changedntf@l which have bet
earned but not paid shall become immediately paydh) all then-inprogress performance periods for Performance Awtral
are outstanding shall end, and either (A) any ldPaiticipants shall be deemed to have earned andasgual to the relevant tar
award opportunity for the performance period inggiom, or (B) at the Committegdiscretion, the Committee shall determine
extent to which performance criteria have been witht respect to each such Performance Award, d@ndhg@ Company she
cause to be paid to each Participant such parti@illoPerformance Awards, ioash, Shares or other property as determined |
Committee, within thirty (30) days of such Chang&ontrol, based on the Change in Control consiagravhich amount may |
zero if applicable.

(e) Other Awards. Any Award or portion thereof which is neither as®d or continued by the Acquiror in connec
with the Change in Control, nor exercised or settle of the time of consummation of the Changeant@®I shall terminate ai
cease to be outstanding effective as of the tinmo$ummation of the Change in Control.

Section 14. Amendment And Termination.

14.1 Amendments to the Plarfhe Board may amend, alter, suspend, discontinderovrinate the Plan or any port
thereof at any time; provided that no such amendnadteration, suspension, discontinuation or teation shall be made withc
stockholder approval if such approval is necesgary
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comply with any tax or regulatory requirement fdrigh or with which the Board deems it necessargesirable to comply.

14.2 Amendments to AwardsSubject to the restrictions of Section 6.the Committee may waive any condition:
rights under, amend any terms of or alter, suspéisdpntinue, cancel or terminate, any Award tlugoge granted, prospective
or retroactively; provided that, except as otheewpsovided in the Plan, any such waiver, amendmnedteration, suspensic
discontinuance, cancellation or termination thatildanaterially and adversely affect the rights wy #articipant or any holder
beneficiary of any Award theretofore granted shall to that extent be effective without the conganthe affected Participa
holder or beneficiary.

14.3 Adjustments of Awards Upon the Occurrence of Certdinusual or Nonrecurring EventsThe Committee
hereby authorized to make equitable and propottoadjustments in the terms and conditions of, thiedcriteria included i
Awards in recognition of unusual or nonrecurring® (and shall make such adjustments for the sd&scribed iBection 4.
hereof) affecting the Company, any Subsidiary ofiliafe, or the financial statements of the Compamyany Subsidiary
Affiliate, or of changes in applicable laws, regidas or accounting principles in accordance wlit Plan; provided that any st
adjustments that affect Awards subject to Sectib®@(m), 423 or 409A of the Code shall only be madepermitted therel
(except as otherwise determined by the Committee).

Section 15.  General Provisions.

15.1 Limited Transferability of AwardsExcept as otherwise provided in the Plan, an Awagdeement or by tf
Committee at or after grant, no Award shall begaesil, alienated, pledged, attached, sold or otBerwansferred or encumbe
by a Participant, except by will or the laws of st and distribution. No transfer of an Awardvidil or by laws of descent al
distribution shall be effective to bind the Compamjess the Company shall have been furnished wiitten notice thereof ai
an authenticated copy of the will and/or such othedence as the Committee may deem necessanpovjate to establish t
validity of the transfer. No transfer of an Awdad value shall be permitted under the Plan.

15.2 Dividend Equivalentsin the sole and complete discretion of the Commjtéen Award may provide the Particig
with dividends or dividend equivalents, payableash, Shares, other securities or other property omrrent or deferred bas
All dividend or dividend equivalents which are mpatid currently may, at the Committealiscretion, accrue interest, be reinve
into additional Shares, or, in the case of dividend dividend equivalents credited in connectiothvRerformance Awards,
credited as additional Performance Awards and {geilde Participant if and when, and to the exteat,tpayment is made purst
to such Award. The total number of Shares avaldbi grant under_Sectionshall not be reduced to reflect any dividenc
dividend equivalents that are reinvested into daliil Shares or credited as Performance Awards.

15.3 Compliance with Section 409A of the Cod¢o Award (or modification thereof) shall providerfdeferral o
compensation that does not comply with Section 46Bthe Code unless the Committee, at the timeaty specifically provide
that the Award is not intended to comply with Sect#09A of the Code. Notwithstanding any provismmthis Plan to tr
contrary, if one or more of the payments or besaticeived or to be received by a Participant @untsto an Award would cat
the Participant to incur any additional tax or rett under Section 409A of the Code, the Commitieg reform such provisic
without the consent of the Participant to maintaithe maximum extent practicable the original mhtef the applicable provisit
without violating the provisions of Section 409A thfe Code. Although the Company intends to adrgnithe Plan so th
Awards will be exempt from, or will comply with, éhrequirements of Section 409A of the Code, the G does not warre
that any Award under the Plan will qualify for fagble tax treatment under Section 409A of the Goany other
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provision of federal, state, local or foreign lawhe Company shall not be liable to any Particigantiny tax, interest, or penalt
that Participant might owe as a result of the graoliding, vesting, exercise, or payment of any fduander the Plan.

15.4 No Rights to AwardsNo Person shall have any claim to be granted anprdwand there is no obligation
uniformity of treatment of Participants or holdersbeneficiaries of Awards. The terms and condgiof Awards need not be
same with respect to each Participant.

15.5 Share Certificates.All certificates for Shares or other securitiestitd Company or any Subsidiary or Affilii
delivered under the Plan pursuant to any Awardherd@xercise thereof shall be subject to such stopsfier orders and ott
restrictions as the Committee may deem advisahlderuthe Plan or the rules, regulations and otharirements of the SEC or ¢
state securities commission or regulatory authpaity stock exchange or other market upon which Sl@ares or other securit
are then listed, and any applicable Federal oe $tats, and the Committee may cause a legend endisgto be put on any st
certificates to make appropriate reference to sestrictions.

15.6 Withholding. A Participant may be required to pay to the Compamngny Subsidiary or Affiliate and the Comp
or any Subsidiary or Affiliate shall have the rigind is hereby authorized to withhold from any Advdrom any payment due
transfer made under any Award or under the Plafrpar any compensation or other amount owing t@adiépant the amount (
cash, Shares, other securities, other Awards ar gitoperty) of any applicable withholding or othak+related obligations
respect of an Award, its exercise or any others@ation involving an Award, or any payment or tfansinder an Award or unc
the Plan and to take such other action as may ¢eseary in the opinion of the Company to satisfplaligations for the payme
of such taxes. Without limiting the generalitytbé foregoing, the Committee may in its discrefi@mmit a Participant to satis
or arrange to satisfy, in whole or in part, the ddstigations incident to an Award by: (a) electioghave the Company withhe
Shares or other property otherwise deliverableutth Participant pursuant to the Award (providedyénwer, that the amount
any Shares so withheld shall not exceed the amoec¢ssary to satisfy required federal, state laaal foreign withholdin
obligations using the minimum statutory withholdirages for federal, state, local and/or foreign paxposes, including payr
taxes, that are applicable to supplemental taxall@me) and/or (b) tendering to the Company Shavesed by such Participe
(or by such Participant and his or her spouseljgimind purchased or held for the requisite pedbtime as may be required
avoid the Company’s or the Affiliates’ or Subsides’ incurring an adverse accounting charge, basedach ease, on the F
Market Value of the Shares on the payment datetgdined by the Committee. All such electiondldi@irrevocable, made
writing, signed by the Participant, and shall bbjasct to any restrictions or limitations that thermittee, in its sole discretic
deems appropriate.

15.7 Award AgreementsEach Award hereunder shall be evidenced by an Avwgréement that shall be deliverec
the Participant and may specify the terms and ¢iomgdi of the Award and any rules applicable therdtothe event of a confli
between the terms of the Plan and any Award Agregntiee terms of the Plan shall prevail. The Cottesishall, subject
applicable law, determine the date an Award is dkto be granted. The Committee or, except toettent prohibited und
applicable law, its delegate(s) may establish gmms of agreements or other documents evidencingrdsvunder this Plan a
may, but need not, require as a condition to ach sigreement’s or documeneffectiveness that such agreement or docum
executed by the Participant, including by electca@ignature or other electronic indication of adaape, and that such Particig
agree to such further terms and conditions as spa&an such agreement or document. The granhd®aard under this Plan sh
not confer any rights upon the Participant holdsugh Award other than such terms, and subject tbh sonditions, as a
specified in this Plan as being applicable to syple of Award (or to all Awards) or as are exprgsst forth in the agreement
other document evidencing such Award.
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15.8 No Limit on Other Compensation Arrangementithing contained in the Plan shall prevent the Gany or an
Subsidiary or Affiliate from adopting or continuing effect other compensation arrangements, whial, hut need not, provi
for the grant of Options, Restricted Shares, Rastli Share Units, Other StoBlased Awards or other types of Awards prov
for hereunder.

15.9 No Right to EmploymentThe grant of an Award shall not be construed aggia Participant the right to
retained in the employ of the Company or any Sudsidor Affiliate. Further, the Company or a Subiary or Affiliate may &
any time dismiss a Participant from employmente fimm any liability or any claim under the Plamlass otherwise expres
provided in an Award Agreement.

15.10 No Rights as Stockholde&ubject to the provisions of the Plan and the apple Award Agreement, no Particip
or holder or beneficiary of any Award shall haveg aights as a stockholder with respect to any Sharée distributed under f
Plan until such person has become a holder of Sizres. Notwithstanding the foregoing, in conmectvith each grant
Restricted Shares hereunder, the applicable Awgrdément shall specify if and to what extent thei@pant shall not be entitl
to the rights of a stockholder in respect of suetRcted Shares.

15.11 Governing Law.The validity, construction and effect of the Plardany rules and regulations relating to the
and any Award Agreement shall be determined in ra@eswe with the laws of the State of Delaware withgiving effect ti
conflicts of laws principles.

15.12 Severability. If any provision of the Plan or any Award is, orcbmes, or is deemed to be invalid, illega
unenforceable in any jurisdiction or as to any Bersr Award, or would disqualify the Plan or any &wa under any law deerr
applicable by the Committee, such provision shellcbnstrued or deemed amended to conform to thikcaiple laws, or if |
cannot be construed or deemed amended withoutgiddtermination of the Committee, materially aligithe intent of the Pl
or the Award, such provision shall be strickenaasuch jurisdiction, Person or Award and the rehairof the Plan and any st
Award shall remain in full force and effect.

15.13 Other Laws. The Committee may refuse to issue or transfer drayes or other consideration under an Awal
acting in its sole discretion, it determines thre issuance or transfer of such Shares or such odinsideration might violate a
applicable law or regulation (including applicablenU.S. laws or regulations) or entitle the Companyetwover the same unu
Exchange Act Section 16(b), and any payment tedderéhe Company by a Participant, other holddsemeficiary in connectic
with the exercise of such Award shall be prompgfiunded to the relevant Participant, holder or belaey.

15.14 No Trust or Fund CreatedNeither the Plan nor any Award shall create ordmstrued to create a trust or seps
fund of any kind or a fiduciary relationship betwethe Company or any Subsidiary or Affiliate anéParticipant or any oth
Person. To the extent that any Person acquiregh& to receive payments from the Company or anigsliary or Affiliate
pursuant to an Award, such right shall be no gretiten the right of any unsecured general credifothe Company or al
Subsidiary or Affiliate.

15.15 No Fractional SharesNo fractional Shares shall be issued or deliveradyant to the Plan or any Award, anc
Committee shall determine whether cash, other gsxuor other property shall be paid or transférire lieu of any fraction
Shares or whether such fractional Shares or ahysrihereto shall be canceled, terminated or otiseraliminated.

15.16 Headings. Headings are given to the sections and subsectibtise Plan solely as a convenience to facil
reference. Such headings shall not be deemedyinvay material or relevant to the constructionmeipretation of the Plan
any provision thereof.
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Section 16. Term Of The Plan.

16.1 Effective Date.The Plan shall be effective, and will amend andatesthe previous plan in its entirety as set "
herein, effective as of May 27, 2010 (the “Effeetibate”), provided it has been approved by the @@ad by the Company’
stockholders.

16.2 Expiration Date.No new Awards shall be granted under the Plan #feetenth anniversary of the Effective Dz
Unless otherwise expressly provided in the Plaim @n applicable Award Agreement, any Award grariteceunder may, and |
authority of the Board or the Committee to amefigr aadjust, suspend, discontinue or terminatesuth Award or to waive a
conditions or rights under any such Award shalhtowe after the tenth anniversary of the Effecihate.
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Exhibit 10.4

HEALTHSPRING, INC.
RESTRICTED SHARE AWARD AGREEMENT
(Officers and Employees)

THIS RESTRICTED SHARE AWARD AGREEMENT (this “Agreement”)is made and entered into as of

day of , 20__ (t"Grant Date”),between HealthSpring, Inc., a Delaware corporatiogether witl
its Subsidiaries, the “Company”), and , (the “Grantee”).Capitalized terms not otherwise defined he
shall have the meaning ascribed to such termsearHigmlthSpring, Inc. Amended and Restated 2006t¥tueentive
Plan (the “Plan”).

WHEREAS, the Company has adopted the Plan, which permitsidhgance of restricted shares of
Company’s common stock, par value $0.01 per shihes*Common Stock”); and

WHEREAS , pursuant to the Plan, the Committee responsdl@dministering the Plan has granted an a
of restricted shares to the Grantee as providegirher

NOW, THEREFORE , in consideration of the mutual covenants heréenadet forth and for other good ¢
valuable consideration, the receipt and sufficieoftwhich are hereby acknowledged, the partiestbenetending to b
legally bound hereby, agree as follows:

1. Grant of Restricted Shares

(@) The Company hereby grants to the Graamtesward (the “Award”pf sha
of Common Stock of the Company (the “Shares” or‘Restricted Shares®n the terms and conditions set forth in
Agreement and as otherwise provided in the Plan.

(b) The Grantees rights with respect to the Award shall remairfdbable at all times prior to tl
dates on which the restrictions shall lapse in atanace with Sections &d_3hereof.

2. Terms and Rights as a Stockholder

@) Except as provided herein and subject to such etkezptions as may be determined by the
Committee in its discretion, the “Restricted Petiskall expire (i) with respect to fifty-percentQ%) of the Restricted
Shares granted herein on the second anniversding @rant Date, and (ii) with respect to an adddidwenty-five
percent (25%) of the Restricted Shares grantedrhereeach of the third and fourth anniversariethefGrant Date.

(b) The Grantee shall have all rights of a stockholdiéhn respect to the Restricted Shares, inclu
the right to receive dividends and the right toevetich Shares, subject to the following restrigion




(1) the Grantee shall not be entitled to the removathef restricted legends or restric
account notices or to delivery of the stock cerdte (if any) for any Shares until the expiratidrihee Restricted Peric
as to such Shares and the fulfillment of any othstrictive conditions set forth herein;

(i) none of the Restricted Shares may be sold, assigreedferred, pledged, hypothec:
or otherwise encumbered or disposed of during testriRted Period as to such Shares and until thiédnhent of any
other restrictive conditions set forth herein; and

(i) except as otherwise determined by the Committeer atfter the grant of the Awe
hereunder, any Restricted Shares as to which thkcaple “Restricted Periodhas not expired (or other restrict
conditions have not been met) shall be forfeited! all rights of the Grantee to such Shares skathinate, withot
further obligation on the part of the Company, sel¢ghe Grantee remains in the continuous employrfenbthe
service-providing capacity) of the Company for émtire Restricted Period applicable to such Shares.

(©) Notwithstanding the foregoing, the Restricted Reérghall automatically terminate as to
Restricted Shares awarded hereunder (as to whathRestricted Period has not previously terminairethe following
circumstances:

0] upon the termination of the Grante@mployment from the Company which results 1
the Grantee’s death or Disability;

(i) upon the termination of the Grante@mployment within one year following a Chanc
Control, if the Granteg’ employment with the Company (or its successotgnminated by (A) the Grantee for G
Reason, or (B) the Company for any reason other fimaCause; provided that in the event this Awiardot assume
by the Acquiror under the terms set forth_in Setfi8(a) of the Plan, the Restricted Period shall autoraHy
terminate as to all Restricted Shares awarded hdeg\{to the extent not previously terminated ofeiited).

Any Shares, any other securities of the Companyaydother property (except for cash dividendsjrithsted witt
respect to the Restricted Shares shall be sulgj¢betsame restrictions, terms and conditions els Restricted Shares.

3. Termination of Restrictions Following the termination of the Restricted Bdriand provided that .
other restrictive conditions set forth herein hdezn met, all restrictions set forth in this Agreamor in the Ple
relating to such portion or all, as applicableth@f Restricted Shares shall lapse as to such patiall, as applicable,
the Restricted Shares, and a stock certificat¢himappropriate number of Shares, free of theictistis and restrictiv
stock legend, shall, upon request, be deliverethéoGrantee or Granteebeneficiary or estate, as the case ma
pursuant to the terms of this Agreement (or, in ¢hee of boolentry Shares, such restrictions and restrictedk
legend shall be removed from the confirmation acwbant statements delivered to the Grantee in lemk form).
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4. Delivery of Shares

(@) As of the date hereof, certificates representireg Restricted Shares may be registered i
name of the Grantee and held by the Company osfeaed to a custodian appointed by the Companyh®mraccour
of the Grantee subject to the terms and conditadrtbe Plan and shall remain in the custody of@oenpany or suc
custodian until their delivery to the Grantee orm@ee’s beneficiary or estate as set forth_in 8estid(b) and(c)
hereof or their forfeiture or reversion to the Guany as set forth in_Section 2(lmereof. The Committee may, in
discretion, provide that the Grante@wnership of Restricted Shares prior to the la@psey transfer restrictions or ¢
other applicable restrictions shall, in lieu of Bwertificates, be evidenced by a “book entny&.(a computerized
manual entry) in the records of the Company odésignated agent in accordance with and subjetttet@pplicabl
provisions of the Plan.

(b) If certificates shall have been issued as permitiggection 4(a)above, certificates represent
Restricted Shares in respect of which the RestriBteriod has lapsed pursuant to this Agreement lsbalelivered t
the Grantee upon request following the date on lthie restrictions on such Restricted Shares lapse.

(©) If certificates shall have been issued as permittéglection 4(a)above, certificates represent
Restricted Shares in respect of which the Restri€teriod lapsed upon the Grantedeath shall be delivered to
executors or administrators of the Grantee’s estateoon as practicable following the receipt obpof the Granteg’
death satisfactory to the Company.

(d) Any certificate representing Restricted Shares Ishabr (and confirmation and acco
statements sent to the Grantee with respect to-botk Shares may bear) a legend in substantiadlyfdhowing forn
or substance:

THE SHARES OF STOCK REPRESENTED BY THIS CERTIFICATEAY NOT BE SOLD,
TRANSFERRED, PLEDGED OR OTHERWISE DISPOSED OF WITHID REGISTRATION
UNDER THE SECURITES ACT OF 1933 AND UNDER APPLICABLBLUE SKY LAW OR
UNLESS SUCH SALE, TRANSFER, PLEDGE OR OTHER DISPOSIN IS EXEMPT FROM
REGISTRATION THEREUNDER.

THIS CERTIFICATE AND THE SHARES OF STOCK REPRESENDHEREBY ARE SUBJECT TO
THE TERMS AND CONDITIONS (INCLUDING FORFEITURE ANIRESTRICTIONS AGAINST
TRANSFER) CONTAINED IN THE HEALTHSPRING, INC. AMENED AND RESTATED 2006
EQUITY INCENTIVE PLAN (THE “PLAN”) AND THE RESTRICED SHARE AWARD
AGREEMENT (THE “AGREEMENT”) BETWEEN THE OWNER OF TH RESTRICTED SHARES
REPRESENTED HEREBY AND HEALTHSPRING, INC. (THE “CORANY”). THE RELEASE OF
SUCH SHARES FROM SUCH TERMS AND CONDITIONS SHALL BBMADE ONLY IN
ACCORDANCE WITH THE PROVISIONS OF THE PLAN AND THRAGREEMENT AND ALL
OTHER APPLICABLE POLICIES AND PROCEDURES OF THE CE®MNY, COPIES OF WHICH
ARE ON FILE AT THE COMPANY.




5. Effect of Lapse of Restrictions To the extent that the Restricted Period apblec#o any Restricte
Shares shall have lapsed, the Grantee may redwla, sell or otherwise dispose of such Sharesdrekclear of tr
restrictions imposed under the Plan and this Agesgmpon compliance with applicable legal requiretse

6. No Right to Continued EmploymentThis Agreement shall not be construed as gittegGrantee tt
right to be retained in the employ of the Compamyd subject to any other written contractual areamgnt between tl
Company and the Grantee, the Company may at amydismiss the Grantee from employment, free frognletility
or any claim under the Plan

7. Adjustments. The Committee may make equitable and proport@majustments in the terms
conditions of, and the criteria included in, thiw#d in recognition of unusual or nonrecurring e@sgand shall mal
adjustments for the events described in Sectio#tle Plan) affecting the Company or the finanstatements of t
Company or of changes in applicable laws, reguiatior accounting principles in accordance withRten whenevi
the Committee determines that such events affectiares. Any such adjustments shall be effeatedmanner th
precludes the material enlargement of rights ametits under this Award.

8. Amendment to Award Subject to the restrictions contained in theaPtae Committee may waive ¢
conditions or rights under, amend any terms of,atter, suspend, discontinue, cancel or terminag Alward
prospectively or retroactively; provided that anycls waiver, amendment, alteration, suspension,odiswance
cancellation or termination that would materiallgdaadversely affect the rights of the Grantee oy halder o
beneficiary of the Award shall not to that exteetdffective without the consent of the Granteed&obr beneficiar
affected.

9. Withholding of Taxes If the Grantee makes an election under Sect8fh)®f the Code with respeci
the Award, the Award made pursuant to this Agredmsball be conditioned upon the prompt paymenh&G@ompan
of any applicable withholding obligations or withtimg taxes by the Grantee (“Withholding TaxesBailure by th
Grantee to pay such Withholding Taxes will rendes tAgreement and the Award granted hereunderamdlvoidab
initio and the Restricted Shares granted hereunder wilmbpeediately cancelled. If the Grantee does nokemar
election under Section 83(b) of the Code with respethe Award, upon the lapse of the Restricteddd with respe:
to any portion of Restricted Shares (or propersgriiuted with respect thereto), the Company magfgahe require
Withholding Taxes as set forth by Internal Reverfervice guidelines for the employgrminimum statutol
withholding with respect to the Grantee and issested shares to the Grantee without restrictiome Company me
satisfy the required Withholding Taxes by withhalglifrom the Shares included in the Award that nundfewvhole
shares necessary to satisfy such taxes as of tedhdarestrictions lapse with respect to such &hbased on the F
Market Value of the Shares, or by requiring therBa to remit to the Company the proper Withholdiages in cash.
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10. Plan Governs The Grantee hereby acknowledges receipt of § objgor electronic link to) the Pl
and agrees to be bound by all the terms and pomaghereof. The terms of this Agreement are gwaetby the tern
of the Plan, and in the case of any inconsisteratyéen the terms of this Agreement and the termbefPlan, th
terms of the Plan shall govern.

11. Severability. If any provision of this Agreement is, or becaner is deemed to be invalid, illegal
unenforceable in any jurisdiction or as to any &ersr the Award, or would disqualify the Plan or &wa under ar
laws deemed applicable by the Committee, such gimvishall be construed or deemed amended to contfrthe
applicable laws, or if it cannot be construed oerded amended without, in the determination of tlen@ittee
materially altering the intent of the Plan or thevakd, such provision shall be stricken as to sucisdliction, Person «
Award, and the remainder of the Plan and Awardl skeaiain in full force and effect.

12. Notices. All notices required to be given under this Adahall be deemed to be received if deliv
or mailed as provided for herein, to the partiethatfollowing addresses, or to such other addasssither party m:
provide in writing from time to time.

To the Company: HealthSpring, Inc.
9009 Carothers Parkway
Suite 501

Franklin, Tennessee 37067
Attn: Corporate Secretary

To the Grantee: The address then maintained with respect to thet€&ean the Company’s
records.
13. Governing Law. The validity, construction and effect of this rRgment shall be determined

accordance with the laws of the State of Delawatieout giving effect to conflicts of laws princige

14. Successors in InterestThis Agreement shall inure to the benefit of &edbinding upon any succes
to the Company. This Agreement shall inure to bleeefit of the Granteg’legal representatives. All obligatic
imposed upon the Grantee and all rights grantetheoCompany under this Agreement shall be bindipgnuthe
Grantee’s heirs, executors, administrators andessoes.

15. Resolution of Disputes Any dispute or disagreement which may arise ynateas a result of, or in a
way related to, the interpretation, constructiorapplication of this Agreement shall be determibgdhe Committee
Any determination made hereunder shall be finatdinig and conclusive on the Grantee and the Compamll
purposes.

(remainder of page left blank intentionally)
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IN WITNESS WHEREOF, the parties have caused this Restricted Share Adgirgement to be duly execu
effective as of the day and year first above wmitte

HEALTHSPRING, INC.

By:

GRANTEE:




Exhibit 10.5

HEALTHSPRING, INC.
NON-QUALIFIED STOCK OPTION AGREEMENT

THIS NON-QUALIFIED STOCK OPTION AGREEMENT (this “Agreement”)is made and entered into
of this ___ day of , 20__ (the “Grant Daté&¥),and between HealthSpring, Inc., a Delaware catpm (togethe
with its Subsidiaries and Affiliates, the “Compajydnd (the “"OptioneeChpitalized terms n
otherwise defined herein shall have the meaninglestto such terms in the HealthSpring, Inc. Aneghdnd Restat
2006 Equity Incentive Plan (the “Plan”).

WHEREAS , the Company has adopted the Plan, which perhetsssuance of stock options for the purcha
shares of the common stock, par value $0.01 peesbhthe Company (the “Shares”); and

WHEREAS , the Company desires to afford the Optionee aromppity to purchase Shares as herein
provided in accordance with the provisions of thenP

NOW, THEREFORE , in consideration of the mutual covenants herémefet forth and for other good :
valuable consideration, the receipt and sufficieocwhich are hereby acknowledged, the partiestbenmgtending to b
legally bound hereby, agree as follows:

1. Grant of Option

@) The Company grants as of the date & Agreement the right and option (the “Optiomnd)
purchase ___ Shares, in whole or in part (the ‘@p8tock”),at an exercise price of per Share, on thestan:
conditions set forth in this Agreement and subjecll provisions of the Plan. The Optionee, holdebeneficiary ¢
the Option shall not have any of the rights of ackholder with respect to the Option Stock untitisyperson hi
become a holder of such Shares by the due exestige Option and payment of the Option Paymentd@&sed it
Section Jelow) in accordance with this Agreement.

(b) The Option shall be a ngoalified stock option. In order to provide the@many with th
opportunity to claim the benefit of any income @eduction which may be available to it upon thereigse of th
Option, and in order to comply with all applicaliézleral or state tax laws or regulations, the Camgpaay take suc
action as it deems appropriate to ensure thatec¢essary, all applicable federal, state or othezstaare withheld «
collected from the Optionee.

2. Exercise of Option

(@) Except as otherwise provided hereirs ption shall become vested and exercisable (i
respect to fifty percent (50%) of the Option grahterein on the second anniversary of the Grane,Datd (i) witt
respect to an additional twenty-five percent (25%0)




the Option Stock granted herein on each of thedthimd fourth anniversaries of the Grant Date if antly if the
Optionee shall have been continuously employed Hey @Gompany from the date of this Agreement throagt
including such dates. Notwithstanding the aboveheaitstanding unvested Option shall vest and beaxarcisable
full in the event of the Optioneg’'death, Disability or Retirement, provided the i@pte has remained continuot
employed by the Company from the date of this Agrexat to such event. If the Optionedermination meets t
requirements of an Early Retirement (as definedwglthis Option shall vest as though the Optiohae undergone
Retirement. “Early Retirementheans retirement with the express consent of thandtiee at or before the time
such retirement, from active employment with then@any prior to age sixty-five (65).

(b) Notwithstanding the foregoing, upon teemination of the Optioneg’employment within or
year following a Change in Control, if the Optioreemployment with the Company (or its successagriminated b
(A) the Optionee for Good Reason, or (B) the Congdan any reason other than for Cause, each outistgrunveste
Option shall vest and become exercisable in fubbygled that in the event this Award is not assurmgdhe Acquiro
under the terms set forth in_Section 13@) the Plan, this Option shall become fully vesteul exercisable (to t
extent not previously terminated) with respect@% of the Option Stock.

3. Manner of Exercise The Option may be exercised in whole or in @drany time within the peric
permitted hereunder for the exercise of the Optiath respect to whole Shares only, by servingtemitnotice of inter
to exercise the Option delivered to the Companysatrincipal office (or to the Compars/designated agent), stai
the number of Shares to be purchased, the persoersons in whose name the Shares are to be registed each su
persons address and social security number. Such nstiak not be effective unless accompanied by paymnefull
of the Option Price for the number of Shares wébpect to which the Option is then being exercitled “ Optior
Payment”) and, except as otherwise provided herein, cashl équthe required withholding taxes as set fortt
Internal Revenue Service and applicable state tadetines for the employes’minimum statutory withholding. T
Option Payment shall be made in cash or cash dguigaor in whole Shares previously acquired by@iptionee an
valued at the ShareFair Market Value on the date of exercise (or reexiceeding trading date if the date of exerci
not a trading date), or by a combination of suckhd@r cash equivalents) and Shares. Subjectpiicaple securitie
laws, the Optionee may also exercise the Optiorbyadlelivering a notice of exercise of the Optiond aby
simultaneously selling the Shares of Option Stdurdby acquired pursuant to a brokerage or sinsitaeemet
approved in advance by proper officers of the Cargpasing the proceeds of such sale as paymerieoOiptior
Payment, together with any applicable withholdiagets, or (b) by directing the Company to withhdidttnumber ¢
whole Shares otherwise deliverable to the Optignesuant to the Option having an aggregate Faikdtaralue at th
time of exercise equal to the Option Payment. Emkletherwise provided by the Committee at any timeatisfy an
applicable withholding taxes, in lieu of cash thptiGnee may direct the Company to withhold that hamof whols
Shares otherwise deliverable to the Optionee patgoahe Option.




4. Termination of Option The Option will expire ten (10) years from thatel of grant of the Option (t
“Term”) with respect to any then unexercised partioereof, unless terminated earlier as set fagtbvin

(@) Termination by Death If the Optionees employment by the Company terminates by reas
death, or if the Optionee dies within three (3) thenafter termination of such employment for angsin other the
Cause, this Option may thereafter be exercisetha@xtent the Option was exercisable at the tigich terminatio
(after giving effect to any acceleration of vestimgpvided for in_Section 2bove), by the legal representative of
estate or by the legatee of the Optionee undewilhef the Optionee, for a period of one (1) yéam the date of dea
or until the expiration of the Term of the Optiovhichever period is the shorter.

(b) Termination by Reason of Disabilityif the Optionees employment by the Company termin.
by reason of Disability, this Option may thereatberexercised, to the extent the Option was exatdsat the time
such termination (after giving effect to any accatien of vesting provided for in Sectiorebove), by the Optionee
personal representative or guardian of the Optioas@pplicable, for a period of three (3) yeaosnfithe date of su:
termination of employment or until the expiratiditioe Term of the Option, whichever period is therser.

(c) Termination by Retirement or Early Retient. If the Optionees employment by the Compe
terminates by reason of Retirement or Early Retmaimthis Option may thereafter be exercised byGptonee, to tF
extent the Option was exercisable at the time chgermination (after giving effect to any accelena of vesting
provided for in_Section above), for a period of three (3) years from thie @d such termination of employment or v
the expiration of the Term of the Option, whicheperiod is the shorter.

(d) Termination for Cauself the Optionees employment by the Company is terminated for C,
this Option shall terminate immediately and becowid and of no effect.

(e) Other Termination If the Optionees employment by the Company terminates for anyor
other than for Cause, death, Disability, RetirenmnEarly Retirement, this Option may be exercigedhe extent tt
Option was exercisable at the time of such ternongfafter giving effect to any acceleration of weg provided for ii
Section 2above), by the Optionee for a period of three (8hths from the date of such termination of employin
the expiration of the Term of the Option, whicheperiod is the shorter.

5. No Right to Continued EmploymentThe grant of the Option shall not be construsdg&ing th
Optionee the right to be retained in the emplothefCompany, and the Company may at any time dssthes Optione
from employment, free from any liability or any ickaunder the Plan.

6. Adjustment to Option Stock The Committee may make equitable and appropadpestments in tt
terms and conditions of, and the criteria includedhis Option in recognition of unusual or norugtng events (ar
shall make the adjustments for the events




described in_Section 4¢f the Plan) affecting the Company or the finanstatements of the Company or of chang
applicable laws, regulations, or accounting prilesgn accordance with the Plan, whenever the Car@endetermine
that such event(s) affect the Shares. Any suchsadgnts shall be effected in a manner that preslude materi
enlargement of rights and benefits under this Award

7. Amendments to OptionSubject to the restrictions contained in thenPthe Committee may waive ¢
conditions or rights under, amend any terms of,alber, suspend, discontinue, cancel or termindte, ®ption
prospectively or retroactively; provided that anycls waiver, amendment, alteration, suspension,odiswance
cancellation or termination that would materiallgdaadversely affect the rights of the Optionee y &older o
beneficiary of the Option shall not to that extbeteffective without the consent of the Optionesdér or beneficiar
affected.

8. Limited Transferability During the Optioneeg’ lifetime, this Option can be exercised only bg
Optionee. This Option may not be assigned, alehgtledged, attached, sold or otherwise transfesreencumbere
by the Optionee other than by will or the laws eScdent and distribution. Any attempt to otherviisasfer this Optic
shall be void. No transfer of this Option by thptiOnee by will or by laws of descent and distribatshall be effectiv
to bind the Company unless the Company shall haen lburnished with written notice thereof and athenticate
copy of the will and/or such other evidence as @wmnmittee may deem necessary or appropriate tdlisstahe
validity of the transfer.

9. Reservation of Share#\t all times during the term of this Option, t@empany shall use its best efft
to reserve and keep available such number of Slaarskall be sufficient to satisfy the requirementhis Agreement.

10. Plan Governs The Optionee hereby acknowledges receipt ofpy ©b (or electronic link to) the PI
and agrees to be bound by all the terms and pomaghereof. The terms of this Agreement are gwekby the tern
of the Plan, and in the case of any inconsisterstywéden the terms of this Agreement and the ternthefPlan, th
terms of the Plan shall govern.

11. Severability If any provision of this Agreement is, or becaner is deemed to be invalid, illegal
unenforceable in any jurisdiction or as to any Bersr the Award, or would disqualify the Plan or &wa under ar
laws deemed applicable by the Committee, such simvishall be construed or deemed amended to conforthe
applicable laws, or if it cannot be construed oerded amended without, in the determination of tloen@ittee
materially altering the intent of the Plan or thevakd, such provision shall be stricken as to sucisdliction, Person «
Award, and the remainder of the Plan and Awardl sbalain in full force and effect.

12. Notices All notices required to be given under this Aw/ahall be deemed to be received if delivere
mailed as provided for herein to the parties atftil®wing addresses, or to such other addressithereparty ma
provide in writing from time to time.




To the Company: HealthSpring, Inc.
9009 Carothers Parkway
Suite 501
Franklin, Tennessee 37067
Attn: Corporate Secretary

To the Optionee: The address then maintained with respect to theofge in the Company’s
records.
13. Governing Law The validity, construction and effect of this régment shall be determined

accordance with the laws of the State of Delawatieout giving effect to conflicts of laws princige

14. Resolution of DisputesAny dispute or disagreement which may arise yrafeas a result of, or in a
way related to, the interpretation, constructiorapplication of this Agreement shall be determibgdhe Committee
Any determination made hereunder shall be finaldimig and conclusive on the Optionee and the Cognpanall
purposes.

15. Successors in Interesthis Agreement shall inure to the benefit of &rddinding upon any successc
the Company. This Agreement shall inure to theebiemf the Optionees legal representative and assignees.
obligations imposed upon the Optionee and all sigitanted to the Company under this Agreement &lgabhinding
upon the Optionee’s heirs, executors, administsasarccessors and assignees.

IN WITNESS WHEREOF, the parties have caused this NQnalified Stock Option Agreement to be ¢
executed effective as of the day and year firstalvaritten.

HEALTHSPRING, INC.

By:

OPTIONEE:

Signature




Exhibit 10.6

Amendment No. 3 to the CIGNA LongTerm Incentive Plan (Amended and Restated Effectivas
of April 28, 2010)

Under Article 14 of the Cigna Long-Term Incentiviai®(Amended and Restated Effective as of AprilZ&L.0) (the “Plan”)the
Plan is amended, effective on April 24, 2013, dipves:

1. Section 11.1(b) of Article 11 of the Plan is authed to read:

11.1 Maximum Number Authorized.

*k%k

(b) Effective as of April 24, 2013, the number of sisasé Common Stock authorized to be issued purgva@ptions, SAR:
rights, grants or other awards made under this fetan and after that date shall be 12,414,425 shaltes the number of:

(1) shares reserved for issuance upon exercise of @pgoanted under Prior Plans, to the extent théoBGgptar
outstanding on March 7, 2013, and subsequentlyexpiare canceled or surrendered;
(2) shares reserved for issuance under Article 9 ugsting of restricted stock units granted under ®uiady Plans

or upon payment of Strategic Performance Sharesruidction 10.1, to the extent the restricted statks o
Strategic Performance Shares are outstanding orchVfar2013, and subsequently expire or are canaa
surrendered or the number of shares of Common $$saked upon vesting of the Strategic Performarmeges i
subsequently less than the maximum number of sleit@smmon Stock reserved; and

3) shares of Restricted Stock granted under PriorsPtarthe extent the applicable Restricted Perasiriot expire
as of March 7, 2013, and the Restricted Stock isseguently forfeited under Section 7.5 or is otlss
surrendered to the Company before the RestrictéddPexpires.

For purposes of this Section 11.1, Prior Planslshalude the Cigna Londerm Incentive Plan as restated effec
January 1, 2000, as further amended and restatmabth April 28, 2010 and as amended April 27, 2011.

*k%k




2. The first sentence of Section 11.3(a) of Artitleof the Plan is amended to read:
11.3 Share Counting.

(@) Effective as of April 24, 2013, and subject to thier provisions of Section 11.3, the followingeasishall apply i
determining whether shares of Common Stock remaailadble for issuance under Section 11.1(a) ofRtlae.

3. Section 11.3(a)(4) of Article 11 of the Plaramended to read:
4) The “Applicable Limit” is 5,499,842 shares plus ahares described in Section 11.1(b)(2) and (3).

4. Section 11.3(b) of Article 11 of the Plan is awahed to read:
(b) The following shall not reduce the number of autzed shares of Common Stock available for issuancer this Plan:

(1) Common Stock reserved for issuance upon exercisettdement, as applicable, of awards granted uthéePlar
to the extent the awards expire or are cancelsdmendered;

) Restricted Stock granted under the Plan, to thenéxduch Restricted Stock is forfeited under Saclti® or i
otherwise surrendered to the Company before th&iges Period expires;

3 Common Stock reserved, upon the grant of restristedk units under any Qualifying Plans, for issieannde
Article 9 when such restricted stock units vestfhie extent the restricted stock units are forteiganceled «
surrendered,;

4) Common Stock reserved for issuance under Sectidnudfon vesting of Strategic Performance Share#he

extent that the Strategic Performance Shares afeitéml, canceled or surrendered or the numberhafes c
Common Stock issued upon vesting of the StrategifoRnance Shares is less than the maximum numi
shares of Common Stock reserved; and

(5) Awards, to the extent the payment is actually madm=sh.

Cigna Corporation causes this Amendment No. 3 texeeuted on April 24, 2013 by its duly authorioéficer.

Attest: CIGNA CORPORATION
/s/ Danthu Thi Pha /s/ John M. Murabit(
Danthu Thi Phal John M. Murabitc

Corporate Secretal Executive Vice Presidel




Exhibit 12

Cigna Corporation
Computation Of Ratio Of Earnings To Fixed Charges

Three Months Ended

March 31,
(Dollars in millions) 201z 201z
Income before income tax $ 74 $ 552
Adjustments
Income from equity investe 5) (2)
Income attributable to redeemable noncontrollirtgriest (2)
Income before income taxes, as adju: $ 67 $ 55C
Fixed charges included in incon
Interest expens $ 67 $ 66
Interest portion of rental expen 10 11
Interest credited to contractholds - 1
$ 77 $ 78
Income available for fixed charg $ 144 $ 62€

RATIO OF EARNINGS TO FIXED CHARGES: 1.8 8.1




Exhibit 31.1 CERTIFICATION

I, DAVID M. CORDANI, certify that:
1. I have reviewed this Quarterly Report on Form 16#@igna Corporation;

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omitade a material fact necessar
make the statements made, in light of the circuntgts. under which such statements were made, nigadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, aher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4.  The registrans other certifying officer(s) and | are responsifle establishing and maintaining disclosure cdstand procedures {
defined in Exchange Act Rules 13a-15(e) and 15¢k)) and internal control over financial repagtifas defined in Exchange Act RL
13a-15(f) and 15d-15(f)) for the registrant andénav

a) Designed such disclosure controls and proceduresaused such disclosure controls and procedurbs tesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pnegzh

b)  Designed such internal control over financial réipg; or caused such internal control over finahoégorting to be design
under our supervision, to provide reasonable amsaraegarding the reliability of financial repodirand the preparation
financial statements for external purposes in ataace with generally accepted accounting principles

c) Evaluated the effectiveness of the registsamlisclosure controls and procedures and presémtédds report our conclusio
about the effectiveness of the disclosure contiats procedures, as of the end of the period cougyetis report based on st
evaluation; and

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the registrast’
most recent fiscal quarter (the registrarfburth fiscal quarter in the case of an annupbrg that has materially affected, o
reasonably likely to materially affect, the regasit’s internal control over financial reporting.

5.  The registrans other certifying officer(s) and | have disclosedsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacoimmittee of the registramst’board of directors (or persons performing theiveden!
functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal controgiofinancial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize and refizanhcial information; an

b)  Any fraud, whether or not material, that involveamagement or other employees who have a significéatin the registrant’
internal control over financial reporting.

/s/ David M. Cordan
Chief Executive Office
Date: May 2, 2013




Exhibit 31.2 CERTIFICATION

I, RALPH J. NICOLETTI, certify that:
1. I have reviewed this Quarterly Report on Form 16#@igna Corporation;

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omitade a material fact necessar
make the statements made, in light of the circuntgts. under which such statements were made, nigadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, aher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4.  The registrans other certifying officer(s) and | are responsifde establishing and maintaining disclosure cdstand procedures {
defined in Exchange Act Rules 13a-15(e) and 15(t)) and internal control over financial repagti(as defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and proceduresaused such disclosure controls and procedurbs tesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pnegzh

b)  Designed such internal control over financial réipg; or caused such internal control over finahoégorting to be design
under our supervision, to provide reasonable amsaraegarding the reliability of financial repodirand the preparation
financial statements for external purposes in ataace with generally accepted accounting principles

c) Evaluated the effectiveness of the registsamlisclosure controls and procedures and presémtédds report our conclusio
about the effectiveness of the disclosure contiats procedures, as of the end of the period cougyetis report based on st
evaluation; and

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the registrast’
most recent fiscal quarter (the registrarfburth fiscal quarter in the case of an annupbrg that has materially affected, o
reasonably likely to materially affect, the regasit’s internal control over financial reporting.

5.  The registrang other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacoimmittee of the registramst’board of directors (or persons performing theiveden!
functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal controgiofinancial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize and refizanhcial information; an

b)  Any fraud, whether or not material, that involveamagement or other employees who have a significéatin the registrant’
internal control over financial reporting.

/s/ Ralph J.Nicoleti
Chief Financial Officel
Date: May 2, 2013




Exhibit 32.1 Certification of Chief Executive Officer of Cigna Corporation pursuant to
18 U.S.C. Section 1350

| certify that, to the best of my knowledge andidfelthe Quarterly Report on Form I@-of Cigna Corporation for the fiscal period enc
March 31, 2013 (the “Report”):

(1) complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 1934; and

(2) the information contained in the Report fairly mets, in all material respects, the financial cbadiand results of operations of Cig
Corporation.

/s/ David M. Cordan
David M. Cordani
Chief Executive Office
May 2, 201<




Exhibit 32.2 Certification of Chief Financial Officer of Cigna Corporation pursuant to
18 U.S.C. Section 1350

| certify that, to the best of my knowledge andidfelthe Quarterly Report on Form I@-of Cigna Corporation for the fiscal period enc
March 31, 2013 (the “Report”):

(1) complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 1934; and

(2) the information contained in the Report fairly mets, in all material respects, the financial cbadiand results of operations of Cig
Corporation.

/s/Ralph J. Nicolett
Ralph J. Nicoletti
Chief Financial Officel
May 2, 201z




