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hat’s exactly what 

thousands of CIGNA®

customer service representa-

tives are doing every day,

making sure our customers get the 

right help they need.  It’s also what 

drives our focus on creating an integrated

benefits environment for employers 

and employees alike. Their needs

define our corporate strategy. Over the

past few years, we’ve recast our entire

organization, repositioning CIGNA to

better serve our customers and to

deliver greater value to our share-

holders. We’re concentrating on our

strengths in health care, group 

insurance and retirement and invest-

ment services, where we already have 

a leadership distinction. Our top 

priority is to leverage those collective

strengths to be the premier provider of

integrated employee benefits.

Going above and beyond business as usual...
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CIGNA Corporation and its subsidiaries constitute one of the largest investor-owned employee benefits organiza-

tions in the United States. Its subsidiaries are major providers of employee benefits offered through the workplace,

including health care products and services; group life, accident and disability insurance; retirement products and ser-

vices; and investment management.

As used in this Annual Report, “CIGNA” may refer to CIGNA Corporation itself, one or more of its subsidiaries,

or CIGNA Corporation and its consolidated subsidiaries. CIGNA Corporation is a holding company. Products and 

services are provided exclusively by subsidiaries and not by CIGNA Corporation. Most employees are employed by 

subsidiaries of CIGNA Corporation.

“CIGNA” and “A Business of Caring” are registered service marks.

ncouraging wellness.

Providing quality health

care. Offering retirement

security. Managing 

investments. And taking care of the

unexpected. These are business issues

for CIGNA. And opportunities to help

employers and their employees protect

the present and plan for the future.

CIGNA’s employee benefits portfo-

lio of health care; group life, accident

and disability insurance; retirement

and investment services and products

is among the most comprehensive in

the marketplace. Our operating sub-

sidiaries work with as many as 60,000

employers around the world, includ-

ing most of the Fortune 500, plus small-

er and mid-size companies, organiza-

tions and institutions, many with mul-

tiple sites and employees located across

time zones and international borders.

Behind its geographical scope,

financial strength and leading port-

folio of products and services are

more than 40,000 CIGNA people.

Their dedication to customer service

and their commitment to quality truly

make CIGNA A Business of Caring.

E
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(Dollars in millions, except per share amounts) 2000 1999 1998 1997 1996

Revenues

Premiums and fees and other revenues $ 17,045 $ 15,759 $ 14,449 $ 12,264 $ 10,963

Net investment income 2,942 2,959 3,115 3,598 3,645

Realized investment gains 7 8 134 93 52

Total revenues $ 19,994 $ 18,726 $ 17,698 $ 15,955 $ 14,660

Income from Continuing Operations

Operating Income (Loss):

Employee Health Care, Life and Disability Benefits $ 762 $ 711 $ 601 $ 425 $ 497

Employee Retirement Benefits and Investment Services 257 265 248 230 210

International Life, Health and Employee Benefits 48 (342) 17 21 5

Other Operations (26) 139 329 180 155

Corporate (58) (78) (97) (113) (95)

Total operating income 983 695 1,098 743 772

Realized investment gains, net of taxes 4 4 88 69 29

Income from continuing operations $ 987 $ 699 $ 1,186 $ 812 $ 801

Earnings per share from continuing operations:

Basic $ 6.18 $ 3.59 $ 5.62 $ 3.69 $ 3.55

Diluted $ 6.08 $ 3.54 $ 5.56 $ 3.65 $ 3.52

Common dividends declared per share $ 1.24 $ 1.20 $ 1.15 $ 1.11 $ 1.07

Total assets $ 95,088 $ 95,333 $ 95,890 $ 89,369 $ 78,497

Long-term debt $ 1,163 $ 1,359 $ 1,428 $ 1,462 $ 1,019

Shareholders’ equity $ 5,413 $ 6,149 $ 8,277 $ 7,932 $ 7,208

Per share $ 35.61 $ 36.24 $ 40.25 $ 36.55 $ 32.38

Common shares outstanding (thousands) 152,005 169,697 205,650 216,996 222,594

Shareholders of record 10,947 11,716 12,441 12,953 14,027

Employees 43,200 41,900 49,900 47,700 42,800 

Operating income (loss) is defined as net income (loss) excluding after-tax realized investment results and the results of discontinued operations. 
In 1999, operating income also excluded the cumulative effect of adopting Statement of Position 97-3, “Accounting by Insurance and Other Enterprises
for Insurance-Related Assessments.” For more information regarding the effect of adopting accounting pronouncements, see Note 2(B) in the Notes to 
the Financial Statements.

As discussed in Note 3, CIGNA sold its domestic and international property and casualty business in July 1999. CIGNA reports this business as 
discontinued operations.

Highlights



H. Edward Hanway
Chairman and Chief Executive Officer

“Continually improving our customer service is a priority for 

all of our employee benefits businesses.”
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his was a year of significant progress

for CIGNA. We have fully evolved

from a multi-line insurance carrier 

to an organization focused on the 

business of employee benefits, which

helps people protect their health and well-being. 

Our health care, group insurance and retirement

and investment businesses have leading positions in

their markets. We are leveraging our strengths across

those businesses to build broader and deeper rela-

tionships with our customers. And we are deploying

technology to further enhance the delivery of

quality benefits and better serve employers and

their employees at the work site.

CIGNA’s strong financial results for 2000 reflect

the success of our employee benefits strategy and

our disciplined use of capital. Operating income

from continuing operations, excluding certain 

nonrecurring items, was $6.84 per share, up 

27 percent over 1999.* 

During the year, we effectively executed a 

$1.7 billion stock repurchase program. Our capital

position at year end was quite strong.

Our total return to shareholders of 66 percent this

year outpaced the S&P 500 Index by a wide margin.

Over the past five years, our annual shareholder

returns averaged 33 percent, substantially exceeding

the broad market and competitive benchmarks.

2000 Segment Results

Operating income for our employee health care,

life and disability benefits segment increased seven

percent this year to $762 million from $711 million

in 1999. Participation in our HMO and indemnity

health care plans grew this year by seven percent, 

or nearly one million people, to a total of 14.3 mil-

lion, one of the industry’s largest enrollment bases.

CIGNA’s membership growth rate well surpassed the 

average of our competitors, and we continue to 

gain market share with our broad portfolio of 

products and services that offer greater choice for

employees and a variety of risk and funding 

alternatives for employers. 

Earnings for our HMO business, which includes

our medical managed care and specialty health care

operations, grew 15 percent in 2000, reflecting grow-

ing membership and rate increases. Our indemnity

business, which includes our medical and dental

indemnity, disability and group life insurance 

T
“CIGNA’s strong financial results for 2000 reflect the 

success of our employee benefits strategy.”

2000 Consolidated Revenues

Employee Health Care, Life 
and Disability Benefits

Employee Retirement Benefits and
Investment Services

International Life, Health and 
Employee Benefits

Other

73%

10%

11%

6%

To Our Shareholders
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operations, earned $302 million this year. Results

from our disability and group life operations were

disappointing, and during the year we moved

aggressively to address pricing and claims manage-

ment issues. As we focus on these areas – along 

with expanded distribution capabilities, improved

productivity and new customer service capabilities –

we expect meaningful improvement in results from

these lines of business.

Our employee retirement benefits and invest-

ment services segment, which operates in the

defined contribution and defined benefit pension

markets, earned $257 million in 2000. Assets 

under management were $55 billion. Profitability

of our retirement business continued to be signifi-

cantly better than the competition, while growth

lagged the top competitors. New management in

this business segment is refocusing efforts to grow

both earnings and assets.

Operating income for our international life,

health and employee benefits segment this year was

$48 million, as our international business continued

to deliver improved results. Expanding CIGNA’s

employee benefits business into selected internation-

al markets remains a strategic opportunity for us.

Strategic Advantages

Our comprehensive portfolio of flexible, choice-

oriented health care, group insurance and retire-

ment benefits clearly differentiates CIGNA as an

industry leader in the employee benefits market-

place. Consistent across our employee benefits busi-

nesses are key competitive strengths, including:

• size, scale and a strong franchise in major 

U.S. markets;

• a broad selection of products and services;

• medical quality and cost management;

• customer service; and

• financial strength and discipline.

Our health care operations, which represent 

the majority of our total business, illustrate those

strategic advantages in action. Regarding our size

and scale, for example, CIGNA’s managed medical

networks across the nation contract with more than

288,000 primary and specialty care physicians and

3,600 hospitals for health care services. Our 

geographic scope and major market franchises

enable us to meet the health care benefits needs of

large and mid-size companies and organizations

with multiple sites and employees located across

time zones and international borders.

Along with our core HMO, POS, PPO and tradi-

tional indemnity plans, which can be customized 

to meet specific employer needs, CIGNA’s leadership

in specialty health care services continues to grow.

This year, more than 13 million members were

enrolled in CIGNA dental plans and approximately

12 million participated in our managed mental

health and substance abuse programs. And our 

$500

$400

$300

$200

$100

1995 1996 1997 1998 1999 2000

Comparison of Five-Year Cumulative Total Return* (In dollars)

   * Assumes that the value of the investment in CIGNA common stock and each index was 
     $100 on December 29, 1995, and that all dividends were reinvested.

 ** Weighted average of S&P Managed Care (75%) and Life/Health Insurance (25%) Indexes.
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case and utilization management services covered 

24 million people. 

The benefits of size and product breadth are also

evident in our retirement and our group life, acci-

dent and disability businesses. In retirement, we can

meet customers’ needs for defined benefit, defined

contribution and non-qualified pension products

and services on a bundled or unbundled basis. And

our group life, accident and disability business offers

a full range of either insured or service-only products.

Our commitment to quality is well documented.

In our group insurance and retirement businesses,

our high quality of service at the employer and

employee levels is a noted competitive advantage.

In health care, we have 120 physicians on staff as

medical directors and nearly 2,700 nurses working

in our health plans and specialty services to assure

access to quality care. In addition, all of CIGNA

HealthCare's health plans have been reviewed by

the National Committee of Quality Assurance,

while only 48 percent of the nation's HMOs have

gone through its review process. CIGNA also plays

a leading role in the Coalition for Affordable

Quality Healthcare, a group of industry leaders

dedicated to quality improvement, administrative

simplification and easier access to care.

Continually improving our customer service is 

a priority in all of our employee benefits businesses.

We are intent upon going beyond business as usual

to make sure our customers get the help they need.

That longstanding dedication to employers and

employees alike is reflected in solid customer

retention rates. 

CIGNA’s financial strength and discipline also

continue to help differentiate us as an employee

benefits market leader. We have a strong capital

position, strong cash flow, conservative financial

leverage and excellent liquidity. 

Technology and E-Commerce

Our company-wide technology and e-commerce

initiatives are key elements in CIGNA’s continued

progress. This year alone, we made substantial

investments in technology development. We are

making significant strides in transforming our 

systems infrastructure and business processes, 

applying best practices across all our operations. As

these enhancements become fully realized, we will

see marked improvement in our responsiveness and

efficiency in meeting customer needs.

In addition, our e-commerce initiative took a 

significant step forward this year with the re-launch

of our CIGNA.com Web site, which will provide a 

single point of access to our entire portfolio of

employee benefits products and services. We look 

at the potential of the Internet as a means to

strengthen our relationships with consumers and

their employers. 

We recognize that consumers are the drivers of

CIGNA’s business success as they become empow-

ered with the choice and management of their 

benefit plans. Using e-commerce tools, we will give

them greater freedom, flexibility and control over

their benefits with self-service capabilities at their

8,000
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desktops. At the same time, these tools will help

their employers simplify administration, reduce 

time and offer benefits designed to attract and retain

increasingly Web-savvy workplace talent.

Management Changes

In December 2000, Wilson H. Taylor retired from

CIGNA as chairman of the board, with 37 years of

distinguished service to our company. Under Bill’s

guidance, including 11 years as chief executive 

officer, CIGNA has evolved from a multi-line insurer

to a leading employee benefits company. CIGNA’s

total returns to shareholders averaged 23 percent

during his tenure versus 16 percent for the S&P 500.

We have all benefited from Bill’s energy, 

judgment and leadership, and we wish him well in

his retirement. 

Looking Ahead

While we foresee another year of continued

growth, we will be addressing a number of 

challenges. In the retirement business, for example,

we recognize the challenge to grow our assets under

management by continuing to meet the wealth

accumulation and preservation needs of our clients

throughout all market cycles. For our group insur-

ance operations, we are concentrating on growing

more profitably by managing pricing and improving

our disability claims management. 

Along with other leading health care companies,

CIGNA faces both litigation and legislative challenges

regarding managed care practices. We consider the

lawsuits to be without merit and legislative action

unnecessary because of our own programs and proce-

dures that have long emphasized quality patient care. 

As we move ahead, it is our goal to aggressively

add value to employers and their employees

through innovative benefits solutions that leverage

the strengths of our health care, group insurance

and retirement businesses. We are actively pursuing

product and service integration from the consumer’s

point of view. And throughout each of our business-

es, we are making substantial investments in tech-

nology that will continue to significantly improve

customer service and our company’s productivity. 

We are confident that our employee benefits

strategy and competitive advantages solidly position 

CIGNA for continued success over the long term. 

We look forward to creating exciting growth 

opportunities for our customers, our shareholders

and our employees in the years ahead. 

“We’re actively pursuing product and service integration 
from the consumer’s point of view.”

H. Edward Hanway

Chairman and Chief Executive Officer

*Operating income is defined as net income excluding after-tax realized investment results and the cumulative effect of an accounting change in 1999.

Results for 2000 exclude a second quarter after-tax charge of $127 million associated with the run-off reinsurance business, principally for reserve strengthening.

The 1999 results exclude a second quarter after-tax gain of $43 million from the sale of a partial interest in CIGNA's Japanese life insurance business, a third quarter after-tax gain of 

$1.2 billion for the sale of the property and casualty (P&C) business, a third quarter after-tax charge of $400 million attributable to certain Brazilian investments, and third quarter

after-tax restructuring charges of $10 million for cost reduction initiatives subsequent to the sale of P&C.

See the cautionary statement about forward-looking information on page 32.
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Serving thousands of communities around the world, CIGNA 

customer service representatives are on call, asking how they

can help. That could mean anything from helping with a

specialist referral and tracking a doctor’s bill to easing difficult 

situations. Or it could be changing a beneficiary, finding the right

401(k) information or reallocating investment funds. Whatever

the question or challenge, these dedicated CIGNA people are ready

to go beyond business as usual, as you’ll see in the next few pages.



“I know that quick actions matter when people are dealing 

with severe medical disabilities.”

– Brenda Jones, CIGNA Group Insurance
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“Brenda is wonderful. I couldn’t get better service

if I tried,” Jason says from his wheelchair

accessible home in North Carolina, which he

purchased with proceeds from his CIGNA acci-

dent insurance. Over time, Brenda has become a

“help line” for Jason as he navigates his way

through the sometimes confusing world of health

care. “Brenda takes care of the hassles that

would slow me down,” Jason says. “Words really

can’t express how much she cares and how she

has helped me and my family. When I call her,

it’s like talking to a friend who also happens to

handle my insurance claim.”

Brenda, who handles a number of cata-

strophic cases at one time, knows that quick

actions matter when people are dealing with

severe medical problems and huge medical

bills. She understands CIGNA’s commitment to

helping ease the fears of accident victims about

loss of income and the need to protect their

financial security. “I’m glad Jason feels he can

talk to me about anything at any time. Any 

way that I can make sure Jason can get what he

needs is the way to go. It just takes knowing

what’s important to him and how to get it.”

(Top Right) Jason Houser

(Bottom Right) Brenda Jones

“Really, she’s awesome.” That’s what Jason Houser thinks  

of Brenda Jones, a CIGNA Group Insurance benefit analyst 

in Dallas. Jason, now 24, was paralyzed eight years ago 

by a freak football accident that shattered the fourth vertebrae in 

his neck and left him bound to a wheelchair for life. He had been

used to flying through his younger days at full speed, including the

excitement of weekend drag racing – a passion he still pursues from

the passenger side.
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Glenn contacted Angela Waddell, a customer

service representative in CIGNA HealthCare’s

Visalia, California office, who immediately

recognized the special need. “We offer emer-

gency service when members are traveling or 

on vacation,” Angela says, “but she required 

a much higher level of care and was in no 

condition to travel.”

Instead, Angela was able to arrange for a

primary care physician near her customer’s son

to get her the ongoing care she needed. Over

several months, Angela worked closely with 

the health care providers to help them process

the patient’s claims. “I wanted to make sure

the administrative part went smoothly so 

the family could turn their attention to their

mother,” she says.

Angela took the initiative and brought

about a positive and satisfying solution for her

customer and family.

“She knew what she was doing and was able

to take control of the situation,” Glenn adds.

“Her response demonstrated excellent judgment

by someone who has a humanistic approach to

solving problems, is very professional, and knows

how to get things done.”

(Top Left) San Luis Obispo County Building

(Bottom Left) Angela Waddell

t first, the telephone call didn’t seem out of the ordinary. 

An employee of the County of San Luis Obispo in southern

California was talking to Glenn Estrada, the county’s 

benefits coordinator, to see if she could get medical care outside of

her service area. But, it soon became clear that this case was special.

“She was visiting her son nearly 150 miles away from home when

her health rapidly declined,” Glenn recalls. “She needed emergency

medical care and extensive diagnostic services.”

A



“When I go home at night, I know I’ve done my best. 

And I’ll be there tomorrow if you need me.”

– Angela Waddell, CIGNA HealthCare



“A good job isn’t going to be anywhere near close enough. 

It has to be perfect.”

– Jon Culver and Harry Reynolds, CIGNA Retirement & Investment Services
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“In one instance, we had just a few weeks to

enable 46 locations, all with different payroll

feeds in and out, to share crucial information

with us,” says CIGNA’s Jon Culver. It also called

for an innovative retirement plan customized 

to the employer’s needs and tailored for indi-

vidual employees – a CIGNA specialty.

“We wanted simple, hassle-free administra-

tion, but didn’t have any way for all our pieces

to communicate with one another,” says Don

Rastberger, Vice President of Human Resources

Development for Encompass Electrical

Technologies. “Jon created customized spread-

sheets that standardized input and reduced data

entry errors.” And according to Harry Reynolds,

another CIGNA team member, “Those e-mail-

based spreadsheets gave us immediate feedback,

particularly for enrollment verification so we

could get everyone signed up and active.” 

When the “mania” subsided, Encompass

got the results it wanted – one plan to meet

its employees’ needs. The transition was 

completed accurately and on time. Along the

way, the team fought a lot of battles for

Encompass, particularly with prior providers.

“Had they given us anything less than total

dedication, it wouldn’t have happened the way

it did,” Don concludes.

(Top Right) Don Rastberger, Encompass

(Bottom Right, l to r) Jon Culver, Harry Reynolds

The term “merger mania” took on new meaning for 

CIGNA when it began handling the retirement account 

for Encompass Services Corporation of Houston, Texas. 

Forged by the merger of two companies with a total of 150 stand-

alone subsidiaries, Encompass needed to retain its talented employee

base. One way was to create a single 401(k) plan for its 34,000 people.

And now was not too soon. So, a team of 20 CIGNA representatives

from several customer service offices went to work. Quickly.
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CIGNA In Perspective 2000 Highlights

CIGNA HealthCare William M. Pastore, President

CIGNA HealthCare offers one of the broadest portfolios of group
medical, dental, pharmacy and behavioral care products in the
industry. We design benefit programs to meet the needs of employ-
ers of all sizes and their employees. Among investor-owned man-
aged care and indemnity companies, we’re one of the nation’s 
leading providers of employee benefits, with health care programs 
marketed in all 50 states, and managed care networks in 48 states,
the District of Columbia and Puerto Rico. Our national managed 
dental care and preferred provider networks serve 50 states and the
District of Columbia.

Introduced an integrated and more effective approach 
to employee benefits by combining our medical, dental,
pharmacy and behavioral health programs under the
CIGNA HealthCare One Benefit SolutionSM.

Launched CIGNA HealthCare Healthy Rewards®,
which provides a wider range of consumer choices
through discounts on complementary and alternative
medical services, as well as health and wellness products
available online and by phone.

Recognized for setting new and improved standards
for disease management. Received the 2000 Health Plan
Disease Management Leadership Award from the Disease
Management Association of America for the CIGNA
HealthCare Well Aware Program for Better Health®.

Initiated an online enrollment process for customers 
that will enable their employees to sign up for group 
voluntary benefits any time of the day – from work or 
at home. In the first two months of availability, more
than 10,000 employees enrolled electronically via the
Internet. 

Increased our disability insurance operation’s claim service
capabilities by adding a fourth claim service center. The
new center, established in Tarrytown, N.Y., is staffed with
more than 100 claim service representatives.

Integrated our defined contribution, defined benefit and
non-qualified plan offerings to create Workplace Financial
SolutionsSM to meet the demand for full-service retirement
solutions customized to the needs of plan sponsors and
tailored to the needs of plan participants.

Expanded to 22 the institutional investment funds
offered through CIGNA-provided retirement plans, 
underscoring our commitment to provide a full range 
of investment choices managed by some of the nation's
premier institutional managers.  

Secured Morningstar ratings for our institutional invest-
ment funds – an industry first for separate accounts
offered by retirement plan providers.  

Improved the scope and reach of our health care 
operations in Latin America, most notably in Brazil,
where we established a new preferred provider 
organization to serve customer groups. 

Started a major new health care globalization initiative to
provide health care and other benefits to expatriate
employees of multinational companies based in Europe.

CIGNA Group Insurance Michael W. Bell, President

Based on earned premiums, CIGNA Group Insurance is the 
leading U.S. provider of group accident insurance, including 
voluntary accident and business travel accident insurance. We’re
also among the largest providers of group long-term disability
insurance, with a wide range of disability management services that
focus on reducing employer costs and returning employees to 
productivity as quickly and safely as possible. In addition, we’re a
leading provider of group life insurance, including term life, group
universal life and group variable universal life, and maintain service
centers dedicated to easing employers’ administrative burdens. 

CIGNA International Terry L. Kendall, President

With operations in 25 countries, CIGNA International provides
employee benefits, including health care and pensions to commer-
cial customers and life, accident, health, disability and credit 
insurance to groups and individuals. We distribute our products
through major international or local brokers and agents, direct
response or direct sales forces and, in selected countries, distribution
alliances with major financial institutions.

CIGNA Retirement & Investment Services Thomas C. Jones, President

CIGNA Retirement & Investment Services ranks among the nation's
leading retirement plan providers and institutional investment 
management firms.  We offer complete retirement solutions – on 
an integrated or stand-alone basis – customized to the needs of plan
sponsors, tailored to the needs of plan participants and character-
ized by investment integrity and discipline, comprehensive advisory
services, targeted education and communication and ease of admin-
istration.  Through our independent, dedicated asset management
organization, we provide actively managed and indexed 
investment-only products for institutions and retirement plans. 
A full range of investment services is also provided to CIGNA
employee benefits businesses.
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Products and Services

■ Managed medical and dental care products 

■ Indemnity medical and dental products and related services

■ Managed behavioral care products and services, including
mental health, substance abuse and employee assistance 
programs

■ Managed pharmacy services

■ Disability management, medical cost and utilization 
management services

■ Integrated management of health care, workers’ compensation
and disability programs

■ Short- and long-term disability insurance and disability 
management services

■ Group term life, group universal life and group variable 

universal life insurance

■ Group voluntary and business travel accident insurance

■ Specialty plans for nonemployer-sponsored groups and 
selected employer groups

■ Workplace Financial SolutionsSM

■ Retirement plan solutions, including defined contribution, 
defined benefit and non-qualified plans and brokerage services

■ Institutional investment funds for retirement plans evaluated, 
selected and monitored for their investment integrity and discipline

■ Comprehensive advisory services, administration and outsourcing

■ Targeted education and communication

■ Investment management of CIGNA employee benefits portfolios

■ Institutional Investment Management

■ U.S. and international fixed income, international equity, U.S. 
equity real estate, U.S. small- and mid-cap equity, U.S. indexed 
equity and stable value investments

■ Commercial mortgage origination and investing

■ Asset-backed securities for institutional investors

■ Group and employee benefits: medical indemnity insurance,
managed health care programs and pensions 

■ Life insurance

■ Accident, health, disability and credit insurance

Demonstrated our commitment to customer service by
introducing service enhancements based on member and
employer needs. We opened new state-of-the-art customer
service centers in California and in Illinois, and broke
ground for a third facility in Pennsylvania, scheduled for
completion in third quarter 2001. 

Expanded the services we provide to prospective and
new health plan members by adding a dedicated pre-
enrollment telephone support unit to answer questions.
We also enhanced our e-commerce capabilities by offering
members the ability to search product-wide for providers,
added easy access to health information through
YourHealth@CIGNA,® and expanded our prescription
drug ordering services.

Developed a streamlined billing service that will make
billing easier for employers who administer their own 
benefits. Features of the new flexible billing service will
include a personal CIGNA customer service representative
assigned to accounts to manage billing, choice of billing
by customer locations and less information required from
customers to complete billing reports.

Earned Pensions & Investments magazine's "Best of the
Web" award for our suite of Internet tools, including 
Total Retirement PlannerSM and Total Retirement
AdvisorSM, which enable plan participants to tailor 
and manage their retirement portfolios according to 
individual lifestyle needs.

Introduced CIGNA's Merger & Acquisition Advisor
ProgramSM, enhancing advisory services for clients by 
offering guidance for retirement plan design, communica-
tion and transition through each stage of the merger and
acquisition process.

Formed TimesSquare Capital Management, Inc., our 
independent, dedicated asset management operation, to
provide specialty investment capabilities for retirement
plans and institutional investors.

Established e-commerce links in Latin America and Asia 
to meet customer demand for online marketing, sale and
distribution of life, accident and health insurance products
and services.

Unveiled a series of new defined contribution 
programs in Brazil to meet the growing need for 
private-sector employee retirement and savings 
products.
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2000 Business Information (Dollars in millions)

CIGNA International
Premiums and Fees $ 2,042

Business Mix (Premiums and Fees)

Japanese Life Operation 66%
Health Care 20%
Life, Accident and Health 14%

CIGNA Group Insurance
Premiums and Fees $ 1,796

Business Mix (Premiums and Fees)

Life 50%
Disability 33%
Accident 14%
Other Health 3%

CIGNA Retirement & Investment Services
Assets Under Management

Workplace Financial SolutionsSM $ 54,305
CIGNA Employee Benefits Portfolios 22,519
Institutional Third Party Advisory 12,220

Total $ 89,044

CIGNA HealthCare
Premiums and Fees $ 11,629
Premium Equivalents 17,782

Adjusted Premiums and Fees $ 29,411

Lives Covered* (In millions)
Medical HMO 7.2 Behavioral Care 12.3
Medical Indemnity 7.1 Dental HMO 2.8

Preferred Provider Organization 5.1 Dental Indemnity 10.2
Other 2.0 Preferred Provider Organization 4.7

Other 5.5

Business Mix (Adjusted Premiums and Fees)

Health Indemnity (Medical and Dental) 51%
Managed Medical and Dental 46%
Life 3%

* Includes subscribers and dependents under guaranteed cost, retrospectively experience-related and alternative funding arrangements.
Participants in more than one category are included in each of the appropriate categories shown above, and medical indemnity and dental
indemnity amounts are estimated.
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Consolidated Results of Continuing Operations

(In millions)

Financial Summary 2000 1999 1998

Premiums and fees $ 16,328 $ 15,029 $ 13,502
Net investment income 2,942 2,959 3,115
Other revenues 717 730 947
Realized investment gains 7 8 134

Total revenues 19,994 18,726 17,698
Benefits and expenses 18,497 17,507 15,840

Income before taxes 1,497 1,219 1,858
Income taxes 510 520 672
Income from continuing

operations 987 699 1,186
Less realized investment gains,

net of taxes 4 4 88

Operating income $ 983 $ 695 $ 1,098

Operating Income

Operating income is defined as net income excluding
after-tax realized investment results and the results of 
discontinued operations. In 1999, operating income also
excluded the cumulative effect of adopting SOP 97-3 (see
Note 2(B) to the Financial Statements).

CIGNA’s consolidated operating income included certain
nonrecurring items. The most significant of these items are
presented in the table below and discussed under “Other
Matters” on pages 21-22. 

The 5% increase in adjusted operating income in 2000
reflects improved operating results in CIGNA’s Employee
Health Care, Life and Disability Benefits segment and the
International Life, Health and Employee Benefits segment.
These improvements were partially offset by:

• lower earnings from the reinsurance business 
(a portion of which was sold in 2000 with the 
remaining reinsurance business placed in run-off), and

Management’s Discussion and Analysis of Financial Condition and Results of Operations

(In millions) 2000 1999 1998

Operating income $ 983 $ 695 $ 1,098

Charges for run-off
reinsurance business 127 — —

Charge related to certain
Brazilian investments — 400 —

Restructuring and integration costs — 10 —

Gain on sale of partial interest in
Japanese life insurance operation — (43) —

Gain on sale of individual life
insurance and annuity business — — (202)

Adjusted operating income $ 1,110 $ 1,062 $ 896
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• lower parent company investment income, recorded in
Corporate, as proceeds from the 1999 sale of the property
and casualty business have been used, primarily for
share repurchase.

The 19% increase in adjusted operating income in 1999
primarily reflects improved operating results in CIGNA’s
Employee Health Care, Life and Disability Benefits segment
and parent company investment income, recorded in
Corporate, on proceeds from the sale of the property and
casualty business.

Realized Investment Results

After-tax realized investment results in 2000 reflect 
higher gains on sales of equity securities and real estate, 
offset by higher impairment losses on fixed maturities and
losses on sales of fixed maturities (compared with gains 
in 1999).

The decrease in realized investment results in 1999 
primarily reflects lower gains on sales of fixed maturities,
real estate partnerships, equity securities and mortgage
loans. For additional information, see Note 5(B) to the
Financial Statements.

Revenues

Consolidated revenues, excluding realized investment
gains, were $20.0 billion in 2000, $18.7 billion in 1999 and
$17.6 billion in 1998. The 2000 and 1999 increases are largely
the result of growth in two segments. The Employee Health
Care, Life and Disability Benefits segment had higher rev-
enues due to Health Maintenance Organization (HMO) and
medical indemnity rate increases and membership growth.
The International Life, Health and Employee Benefits seg-
ment had higher revenues due primarily to growth in the life
insurance operation. See discussion below for sales of partial
interests in the Japanese life insurance operation. 

Revenues in 1998 included the pre-tax gain of $316
million (reported in other revenues) recognized upon the
sale of the individual life insurance and annuity business.

Outlook for 2001

Excluding the nonrecurring items presented above, 
management expects full year adjusted operating income 
to improve in 2001. However, such improvement could be
adversely affected by factors such as those noted in the 
cautionary statement on page 32.

Other Matters

Acquisitions and Dispositions

CIGNA conducts regular strategic and financial reviews
of its businesses to ensure that its capital is used effectively.
As a result of these reviews, CIGNA may acquire or dispose
of assets, subsidiaries or lines of business. Significant 
transactions for 2000, 1999 and 1998 are described below.

Sale of portions of U.S. life reinsurance business. As of
June 1, 2000, CIGNA sold its U.S. individual life, group life
and accidental death reinsurance business for cash proceeds
of approximately $170 million. The sale generated an after-
tax gain of approximately $85 million, but recognition of
that gain was deferred because the sale was structured as 
an indemnity reinsurance arrangement. The gain will be
recognized on a declining basis over the remaining life of
the reinsured business, primarily over 15 years. CIGNA 
recognized $7 million of the deferred gain in Other
Operations in 2000.

CIGNA has placed its remaining reinsurance businesses
(including its accident, domestic health, international life
and health, and specialty life reinsurance businesses) in run-
off (run-off reinsurance business) and, accordingly, stopped
underwriting new reinsurance business. As discussed in
Other Operations on page 26, CIGNA recorded after-tax
charges totaling $127 million in 2000 principally for the 
run-off specialty life and accident reinsurance contracts.

Sale of property and casualty business. On July 2, 1999,
CIGNA sold its domestic and international property and
casualty business to ACE Limited for cash proceeds of $3.45
billion. The after-tax gain on the sale was $1.2 billion.
CIGNA reports this business as discontinued operations. 

Brazilian investments. In 1999, CIGNA recognized 
an after-tax charge of $400 million attributable to certain
Brazilian investments. See page 25 for more information
about these investments.

Sales of partial interests in Japanese life insurance 
operation. In April 1999, CIGNA sold a 29% interest in its
Japanese life insurance operation to Yasuda Fire & Marine
Insurance Company Ltd., reducing CIGNA’s ownership interest
to 61%. Proceeds of the sale were $105 million. CIGNA
reported the $43 million after-tax gain on this sale in the
International Life, Health and Employee Benefits segment. 

In January 2001, CIGNA sold an additional 21% interest
in this operation, reducing CIGNA’s ownership interest to
40%. Proceeds of the sale were $83 million and an after-tax
gain of $12 million will be recognized in the first quarter of
2001. As a result of this sale, CIGNA will no longer consolidate
the assets, liabilities, revenues and expenses of this operation
beginning in 2001, but will account for CIGNA’s remaining
interest under the equity method of accounting. See the
International Life, Health and Employee Benefits section on
page 25 for further discussion. 

Sale of individual life insurance and annuity business.
As of January 1, 1998, CIGNA sold its individual life 
insurance and annuity business for cash proceeds of $1.4
billion. The sale generated an after-tax gain of approximately
$770 million. Of this amount, $202 million was 
recognized when the sale was completed in 1998. The
remaining gain was deferred because the principal agreement
to sell this business was an indemnity reinsurance

Management’s Discussion and Analysis
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arrangement. The deferred portion of the gain is being 
recognized at a rate that earnings from the sold business
would have been expected to emerge, primarily over 15
years on a declining basis. CIGNA recognized $57 million
of the deferred gain in 2000, $62 million in 1999 and
$66 million in 1998.

Regulatory and Industry Developments

CIGNA’s businesses are subject to a changing social, 
economic, legal, legislative and regulatory environment.
Some of the more significant current issues that may affect
CIGNA’s businesses include:

• initiatives to increase health care regulation; 
• efforts to expand tort liability of health plans;
• lawsuits targeting many health care companies, 

including CIGNA; 
• initiatives to restrict insurance pricing and the 

application of underwriting standards; and
• efforts to revise federal tax laws.

Health care regulation. Efforts continue in the federal
and state legislatures and in the courts to increase 
regulation of the health care industry and change its 
operational practices. Regulatory and operational changes
could have an adverse effect on CIGNA’s health care 
operations if they reduce marketplace competition and
innovation or result in increased medical or administrative
costs without improving the quality of care. Debate at the
federal level over “managed care reform” and “patients’ bill
of rights” legislation is expected to continue.

Final privacy regulations under the Health Insurance
Portability and Accountability Act of 1996 were issued 
in December 2000 but have been re-opened for public 
comment and possible revision. The regulations cover all
aspects of the health care delivery system and address
the use and disclosure of personally identifiable health
care information. Compliance with the currently issued 
privacy regulations is required by mid-2003, and would
require significant systems enhancements, training and
administrative efforts.

Other regulatory changes that have been under 
consideration and that could have an adverse effect on
CIGNA’s health care operations include:

• mandated benefits or services that increase costs without
improving the quality of care;

• narrowing of the Employee Retirement Income Security
Act of 1974 (ERISA) preemption of state tort laws;

• changes in ERISA regulations imposing increased 
administrative burdens and costs;

• restrictions on the use of prescription drug formularies; 

• privacy legislation that interferes with the proper use of
medical information for research, coordination of med-
ical care and disease management; and

• proposed legislation that would exempt independent
physicians from the antitrust laws.

The health care industry is under increasing scrutiny by
various state and federal government agencies and may be
subject to government efforts to bring criminal actions in
circumstances that would previously have given rise only 
to civil or administrative proceedings.

Class action lawsuits and other litigation. CIGNA and
several health care industry competitors are defendants in
proposed class action lawsuits. These lawsuits allege 
violations under RICO and ERISA. In addition, CIGNA is
routinely involved in numerous lawsuits arising, for the
most part, in the ordinary course of the business of 
administering and insuring employee benefit programs. The 
outcome of litigation is always uncertain. With the 
exception of certain reinsurance arbitration proceedings 
(the possible results of which are discussed on page 27),
CIGNA does not believe that any legal proceedings currently
threatened or pending involving CIGNA will result in losses
that would be material to results of operations, liquidity or
financial condition. 

Summary. The eventual effect on CIGNA of the changing
environment in which it operates remains uncertain. For
additional information on contingencies that could affect
CIGNA’s results, see Note 17 to the Financial Statements.

Accounting Pronouncements

For information on recent accounting pronouncements,
see Note 2(B) to the Financial Statements. 

Segment Reporting Changes

For information regarding changes to segment reporting,
which were effective in the first quarter of 2000, see Note
15 to the Financial Statements.

Employee Health Care, Life and Disability Benefits

(In millions)

Financial Summary 2000 1999 1998

Premiums and fees $ 13,425 $ 12,403 $ 11,421
Net investment income 606 571 589
Other revenues 581 528 474

Segment revenues 14,612 13,502 12,484
Benefits and expenses 13,434 12,406 11,530

Income before taxes 1,178 1,096 954
Income taxes 416 385 353

Operating income $ 762 $ 711 $ 601

Realized investment gains (losses),
net of taxes $ 6 $ (2) $ 54 
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Operating Income

Operating income for the Employee Health Care, Life
and Disability Benefits segment increased 7% in 2000 
and 18% in 1999. CIGNA categorizes this segment into
HMO and Indemnity operations. HMO includes medical
managed care and specialty health care operations.
Indemnity includes medical and dental indemnity, disability
and group life insurance operations. 

Operating income for the HMO and Indemnity operations
was as follows: 

(In millions) 2000 1999 1998

HMO operations $ 460 $ 401 $ 303
Indemnity operations 302 310 298

Total $ 762 $ 711 $ 601 

HMO results include net favorable after-tax adjustments
of $7 million in 2000, $23 million in 1999 and $7 million
in 1998. Excluding those items, the increases in HMO 
operating results for 2000 and 1999 primarily reflect the
following:

• higher earnings in the specialty health care operations
(managed behavioral health, medical cost and utilization
management, managed dental and managed pharmacy
programs);

• improved results in the guaranteed cost HMO business
due to rate increases, partially offset by increased med-
ical costs; and

• in 1999, higher earnings in HMO alternative funding 
programs, reflecting membership growth.

In 2000, the improvements were partially offset by lower
earnings in HMO alternative funding programs, reflecting
higher operating expenses partially due to technology and
customer service initiatives, offset by membership growth.

Indemnity results declined 3% in 2000, reflecting lower
earnings in the following businesses:

• long-term disability insurance, due to unfavorable 
underwriting and claims administration;

• group life insurance, due to unfavorable mortality; and
• guaranteed cost medical, due to unfavorable claim 

experience.

These declines were partially offset by higher earnings
for health care experience-rated business and, to a lesser
extent, health care Administrative Services Only (ASO) 
business.

The improvement in 1999 indemnity results primarily
reflects the following:

• higher earnings in the group life business; 
• improved results for the ASO health care business; and
• favorable guaranteed cost medical claim experience.

Partially offsetting these increases in 1999 were lower
earnings in the health care experience-rated and long-term
disability businesses.

Premiums and Fees

Premiums and fees increased 8% in 2000 and 9% in
1999, primarily due to HMO and medical indemnity rate
increases and membership growth. 

Premium Equivalents

Management believes that business volume is best 
measured by “adjusted premiums and fees,” which are 
premiums and fees plus premium equivalents. Premium
equivalents generally equal paid claims under alternative
funding programs. CIGNA would have recorded the
amount of these paid claims as additional premiums if
these programs had been written as guaranteed cost or
experience-rated programs. 

Under alternative funding programs, the customer
assumes all or a portion of the responsibility for funding
claims. The most common alternative funding programs
offered by CIGNA are minimum premium and ASO plans.
CIGNA generally earns a lower margin on these programs
than under guaranteed cost or experience-rated programs. 

Adjusted premiums and fees were as follows for the year
ended December 31:

(In millions) 2000 1999 1998

Premiums and fees $ 13,425 $ 12,403 $ 11,421
Premium equivalents 17,782 15,385 13,039

Adjusted premiums and fees $ 31,207 $ 27,788 $ 24,460 

The 2000 increase of 16% and the 1999 increase of 18%
in premium equivalents primarily reflect membership
growth in HMO and Preferred Provider Organization (PPO)
alternative funding programs and the effect of higher 
medical costs under these programs.

Premium and premium equivalents for 2000 included
$905 million for Medicare operations. CIGNA substantially
exited the Medicare business January 1, 2001. The exit is
not expected to have a material effect on future results of
operations of the segment.

Net Investment Income

Net investment income increased 6% in 2000 primarily
resulting from additional invested assets in 2000 as 
compared with 1999 and, to a lesser extent, higher yields.

Net investment income decreased 3% in 1999 primarily
because investment yields were lower than they were in 1998.

Management’s Discussion and Analysis
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Medical Membership

At December 31, medical membership was as follows for
the HMO and Indemnity operations: 

(In millions) 2000 1999 1998

HMO 7.2 6.7 6.5
Indemnity (estimated) 7.1 6.6 6.2 

HMO medical membership increased 7% in 2000 and
4% in 1999 as CIGNA gained members in alternative 
funding programs in both years and, to a lesser extent in
2000, in the guaranteed cost HMO program. In 1999, the
increase was slightly offset by a decline in membership in
the guaranteed cost HMO program.

Indemnity medical membership increased 7% in 2000
and 1999, reflecting growth in medical PPO membership
partially offset by a decline in guaranteed cost indemnity
programs.

Business Mix

Business mix, as measured by adjusted premiums and
fees, was as follows for the year ended December 31:

2000 1999 1998

HMO medical and dental 43% 44% 44%
Medical indemnity and PPO 41% 39% 38%
Dental indemnity and PPO 7% 8% 8%
Life insurance 6% 6% 7%
Long-term disability insurance 2% 2% 2%
Other insurance coverages 1% 1% 1% 

Employee Retirement Benefits and Investment Services

(In millions)

Financial Summary 2000 1999 1998

Premiums and fees $ 350 $ 325 $ 303
Net investment income 1,617 1,605 1,613

Segment revenues 1,967 1,930 1,916
Benefits and expenses 1,607 1,537 1,551

Income before taxes 360 393 365
Income taxes 103 128 117

Operating income $ 257 $ 265 $ 248

Realized investment gains (losses),
net of taxes $ (1) $ 7 $ 25 

Operating Income

Operating income in 2000 decreased 3%, reflecting
lower interest margins on defined contribution business as
well as higher operating expenses, partially offset by an
increase in separate account fees due to business growth
and a lower effective tax rate.

The increase in operating income of 7% in 1999 reflects
higher earnings from an increased separate account asset
base, partially offset by lower general account assets. The
increase also reflects higher earnings from non-leveraged
corporate life insurance business, resulting from an increased
asset base.

Segment Revenues

Premiums and fees are principally asset management
and administrative charges on general and separate account
assets and amounts earned from non-leveraged corporate
life insurance. Net investment income primarily represents
earnings from general account assets. Most of this net
investment income is credited to customers and included
in benefits and expenses.

Segment revenues increased slightly in 2000 reflecting
higher fees from separate account assets. In 1999, increases
in fees from separate account assets were partially offset 
by lower net investment income due to lower general
account assets.

Assets under Management

Assets under management are a determinant of earnings
for this segment. The following table shows assets under
management and related activity, including amounts 
attributable to separate accounts for the year ended
December 31. Assets under management are affected by
market value fluctuations of fixed maturities and equity
securities.

Premiums and deposits. In 2000, approximately 50% of
premiums and deposits were from existing customers, and
50% were from sales to new customers and new plan sales
to existing customers.

In 1999, approximately 59% of premiums and deposits
were from existing customers, and 41% were from sales to
new customers and new plan sales to existing customers. 

Investment results. Investment results decreased 6% due
to lower realized gains in 2000.

Fair value of assets. The fair value of assets decreased in
2000 primarily due to market value depreciation of equity
securities in the separate accounts.

(In millions) 2000 1999

Balance—January 1 $ 55,754 $ 52,929
Premiums and deposits 9,969 8,529
Investment results 4,762 5,085
Increase (decrease) in fair value of assets (4,623) 745
Customer withdrawals (3,533) (5,637)
Other, including participant withdrawals

and benefit payments (7,175) (5,897)

Balance—December 31 $ 55,154 $ 55,754
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Customer withdrawals. Withdrawals were lower in
2000 because several large customer withdrawals occurred
in 1999.

International Life, Health and Employee Benefits

(In millions)

Financial Summary 2000 1999 1998

Premiums and fees $ 2,042 $ 1,642 $ 1,227
Net investment income 148 124 115
Other revenues 4 71 4

Segment revenues 2,194 1,837 1,346
Benefits and expenses 2,120 2,216 1,309

Income (loss) before taxes 74 (379) 37
Income taxes (benefits) 26 (37) 20

Operating income (loss) $ 48 $ (342) $ 17

Realized investment losses,
net of taxes $ — $ (1) $ — 

Operating income (loss) for the International Life,
Health and Employee Benefits segment included certain
nonrecurring items summarized in the table below:

(In millions) 2000 1999 1998

Operating income (loss) $ 48 $ (342) $ 17
Charge related to certain

Brazilian investments — 400 — 
Restructuring costs — 3 1
Gain on sale of partial interest

in Japanese life insurance
operation — (43) —

Adjusted operating income $ 48 $ 18 $ 18 

Adjusted Operating Income

Adjusted operating income was higher in 2000 than in
1999 because:

• The life and group benefits operations, primarily Japan
and Korea, had improved results;

• International had $15 million in operating losses in
1999, before exiting a Brazilian health care operation;
and

• International experienced improved operating results
from health care and other employee benefit products
sales to expatriate employees of multinational companies. 

These improvements were partially offset by higher
expenses for international growth initiatives.

Adjusted operating income in 1999 primarily reflects
favorable growth and product mix in the Japanese life
insurance operation. This growth was partially offset by:

• less favorable claim experience in the health care business
for expatriate employees of multinational companies; 

• unfavorable economic conditions in Latin America; and 
• unfavorable mortality experience in the group life 

business. 

Operating losses from Brazilian health care operations of
$15 million in 1999 (excluding the charges noted above)
were comparable with 1998.

Japanese Life Insurance Operation 

CIGNA sold a 29% interest in its Japanese life insurance
operation in 1999 and an additional 21% interest in
January 2001, reducing CIGNA’s equity interest in this 
business to 40%. As a result of the January 2001 partial 
sale, CIGNA will no longer consolidate the assets, liabilities, 
revenues and expenses of this operation on a prospective
basis. Segment revenues attributable to this operation 
were $1.4 billion in 2000, and operating income (which
excludes earnings attributable to the minority interest) was
$56 million.

CIGNA is considering selling its remaining interest in
the Japanese life insurance operation to Yasuda. During
2001, CIGNA expects to stop recognizing earnings from
this operation, depending on the ultimate sales price 
and CIGNA’s ability to pursue other alternatives. 

Brazilian Operations

During 1999, CIGNA completed a review of its Brazilian
operations, including analyses of future estimated cash
flows. These operations consisted primarily of a health care
operation and a managed health care business. After 
completing this review, CIGNA withdrew from the health
care operation, but continued operating the managed
health care business. To reflect these actions, CIGNA
recorded an aggregate after-tax charge of $400 million 
in 1999, consisting of the following items:

• $305 million for the carrying value of the health care
operation, certain loans guaranteed by CIGNA and exit
costs; and

• $95 million for impairment of other investments, 
primarily goodwill.

CIGNA’s withdrawal from the health care operation
could be challenged. While the outcome of any regulatory
or legal actions cannot be determined, CIGNA does not
expect that such actions would result in additional losses
material to its consolidated results of operations, liquidity
or financial condition. 

Management’s Discussion and Analysis
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Premiums and Fees

Premiums and fees increased 24% in 2000 and 34% in
1999. Excluding the effects of foreign currency changes,
premiums and fees increased 21% in 2000 and 26% in
1999. These increases reflect:

• growth in life and group benefits business, primarily in
Japan and Korea; and

• higher premiums and fees for health care and other
employee benefit product sales to expatriate employees 
of multinational companies.

International Expansion

CIGNA expects to pursue international growth through
acquisitions and other investments. This strategy will 
continue to result in start-up costs and could result in 
initial losses for those operations.

Other Operations

Other Operations includes:

• as discussed in Acquisitions and Dispositions on 
pages 21-22, the deferred gains recognized from: 
• the 1998 sale of the individual life insurance and 

annuity business; and
• the 2000 sale of certain reinsurance operations; 

• corporate life insurance on which policy loans are 
outstanding (leveraged corporate life insurance);

• reinsurance operations (consisting of the sold reinsur-
ance operations prior to the date of sale and the run-off 
reinsurance business); 

• settlement annuity business; and
• certain investment management services initiatives.

Adjusted Operating Income

Adjusted operating income declined in 2000 because:

• CIGNA sold a portion of its reinsurance business in the
middle of 2000 and, in addition, had lower earnings
from that business prior to its sale; and

• CIGNA’s investment management services business
undertook certain initiatives that involved start-up costs.

The increase in 1999 adjusted operating income reflects
improved results in the health, accident and specialty life
reinsurance businesses, partially offset by a reduction in
leveraged corporate life insurance business due to policy
surrenders.

Reinsurance Charges

During 2000, CIGNA recorded after-tax charges for 
the run-off reinsurance business (see page 21) totaling
$127 million, as follows:

• A charge of $84 million to strengthen reserves, following
a review of reserve assumptions for certain specialty life
reinsurance contracts. These contracts guarantee certain
minimum death benefits based on unfavorable changes
in variable annuity account values. These values are
derived from underlying equity and bond mutual fund
investments.

• A charge of $40 million to strengthen reserves for 
accident reinsurance contracts.

• A charge of $3 million for restructuring costs (principally
severance).

Premiums and Fees

Premiums and fees decreased 22% in 2000 and increased
20% in 1999. The 2000 decrease primarily reflects lower
premiums from the reinsurance business, a portion of
which was sold in the middle of 2000. 

The 1999 increase reflects growth in the personal 
accident reinsurance business, partially offset by a reduced
volume of health reinsurance premiums. 

Net Investment Income

Net investment income decreased 10% in 2000 and 25%
in 1999, primarily because CIGNA held fewer assets from
leveraged corporate life insurance. 

Other Revenues

Other revenues in 1998 includes a pre-tax gain of
$316 million from the sale of the individual life insurance
and annuity business. 

(In millions)

Financial Summary 2000 1999 1998

Premiums and fees $ 511 $ 659 $ 551
Net investment income 522 581 771
Other revenues 191 190 511

Segment revenues 1,224 1,430 1,833
Benefits and expenses 1,272 1,218 1,329

Income (loss) before taxes (48) 212 504
Income taxes (benefits) (22) 73 175
Operating income (loss) (26) 139 329
Charges for the run-off

reinsurance business 127 —
Gain on sale of individual life

insurance and annuity business (202)

Adjusted operating income $ 101 $ 139 $ 127

Realized investment gains (losses),
net of taxes $ (1) $ $ 9 

2000 1999

$ 511 $ 659
522 581
191 190

1,224 1,430
1,272 1,218

(48) 212
(22) 73
(26) 139

127 —

— —

$ 101 $ 139

$ (1) $ —
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Other Matters

Tax benefits for corporate life insurance. In 1996,
Congress passed legislation implementing a three-year
phase-out period for tax deductibility of policy loan interest
for most leveraged corporate life insurance products. As a
result, management expects revenues and operating income
associated with these products to decline. In 2000, revenues
of $298 million and operating income of $36 million were
from products affected by this legislation. 

Unicover and London Reinsurance. The run-off reinsur-
ance operations includes approximately a 35% share in the
primary layer of a workers’ compensation reinsurance pool,
which was formerly managed by Unicover Managers, Inc.
The pool had obtained reinsurance for a significant portion
of its exposure to claims, but disputes have arisen regarding
this reinsurance (retrocessional) coverage. The retrocession-
aires have commenced arbitration in the United States
against Unicover and the pool members, seeking rescission
or damages. In addition, two of the retrocessionaires have
commenced a separate arbitration in the United Kingdom
asserting that CIGNA provides additional retrocessional
coverage to them, which CIGNA denies. 

CIGNA has also ceded other reinsurance business in the
London market. Some retrocessionaires are disputing the
validity of these reinsurance contracts with CIGNA.
Arbitration over some of these disputes has commenced. 

Resolution of these matters is likely to take some time
and the outcomes are uncertain. If some or all of the 
arbitration results are unfavorable, CIGNA could incur 
losses material to its consolidated results of operations.
However, management does not expect the arbitration
results to have a material adverse effect on CIGNA’s 
liquidity or financial condition.

Corporate

Corporate reflects amounts not allocated to segments,
such as interest expense on corporate debt, net investment
income on unallocated investments, intersegment 
eliminations and certain corporate overhead expenses 
(see Note 15 to the Financial Statements for information
regarding a change in the allocation of these expenses).

The lower operating loss for 2000 primarily reflects the
allocation of certain overhead expenses to the operating
segments in 2000 and the absence of a $7 million after-tax
restructuring charge (primarily severance-related costs) 
recognized in 1999 for cost reduction initiatives. These
improvements were partially offset by lower net investment
income, which was primarily attributable to a reduction in
investments due to share repurchase activity.

The reduced operating loss in 1999 primarily reflects
higher net investment income resulting from the 
investment of the proceeds of the sale of the property and
casualty business in 1999. This improvement was partially
offset by the $7 million after-tax restructuring charge
recorded in 1999.

Discontinued Property and Casualty Operations

(In millions)

Financial Summary 1999 1998
Revenues $ 1,863 $ 3,850

Income (loss) before income taxes (benefits) $ (48) $ 152

Income taxes (benefits) (20) 46

Income (loss) from operations (28) 106

Gain on sale, net of taxes of $1,152 1,194 — 

Income from discontinued operations $ 1,166 $ 106 

On July 2, 1999, CIGNA sold its property and casualty
business. (See Acquisitions and Dispositions on page 21 for
additional information.) 

The loss from operations for 1999 includes results
through the sale date. The decline in results in 1999 is 
primarily attributable to:

• a charge of $67 million resulting from account and other
financial reviews of an insurance-related service business;

• unfavorable claim experience;
• declining results from insurance-related service business;

and
• the effects of continued competitive conditions in the

property and casualty insurance markets.

Liquidity and Capital Resources

(In millions)

Financial Summary 2000 1999 1998

Short-term investments $ 166 $ 950 $ 242
Cash and cash equivalents $ 2,206 $ 2,232 $ 1,986
Short-term debt $ 146 $ 57 $ 272
Long-term debt $ 1,163 $ 1,359 $ 1,428
Shareholders’ equity $ 5,413 $ 6,149 $ 8,277 

Management’s Discussion and Analysis

(In millions)

Financial Summary 2000 1999 1998

Operating loss $ (58) $ (78) $ (97)
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Liquidity

CIGNA’s operations have liquidity requirements that
vary among the principal product lines. 

Life insurance and pension plan reserves are primarily
longer-term liabilities. Liquidity requirements are usually
stable and predictable, and are supported primarily by
medium-term, fixed-income investments. 

Accident and health reserves, including long-term 
disability, consist of both short-term and long-term 
liabilities. The settlement of reported claims is generally 
stable and predictable, but usually shorter term, requiring
greater liquidity. 

CIGNA normally meets its operating requirements by:

• maintaining appropriate levels of liquidity in its 
investment portfolio;

• using cash flows from operating activities (operating
cash flows); and 

• matching investment maturities to the estimated 
duration of the related insurance and contractholder 
liabilities. 

Operating cash flows consist of operating income 
adjusted to reflect the timing of cash receipts and 
disbursements for premiums and fees, investment income
and benefits, losses and expenses. 

CIGNA’s insurance subsidiaries are subject to regulatory
restrictions that limit the amount of annual dividends or
other distributions (such as loans or cash advances) 
insurance companies may extend to their shareholders
without prior approval of regulatory authorities. These
restrictions may result in limitations on the use of 
operating cash flows of the insurance subsidiaries for
CIGNA’s general corporate purposes.

Liquidity for CIGNA and its insurance subsidiaries has
remained strong, as evidenced by significant combined
amounts of short-term investments and cash and cash
equivalents. However, the demand for funds may exceed
available cash if:

• management uses cash for investment opportunities; 
• a substantial insurance or contractholder liability

becomes due before related investment assets mature; or 
• insurance subsidiaries are unable to distribute cash due

to regulatory restrictions. 

In those cases, CIGNA’s size and diversity provide the
flexibility to satisfy liquidity needs through short-term 
borrowings. As of December 31, 2000, CIGNA had available
approximately $435 million in committed and uncommitted
bank lines of credit.

Cash flows from continuing operations for the year
ended December 31 were as follows:

Cash and cash equivalents decreased $26 million in
2000 and increased $246 million in 1999. Cash flows from
investing and financing activities are due to the following: 

2000:

• Cash used in investing activities consisted of net invest-
ment purchases, partially offset by net sales of short-
term investments to fund the repurchase of CIGNA’s
common stock.

• Cash used in financing activities consisted of payments 
of dividends on and repurchase of CIGNA’s common
stock ($1.9 billion) and repayment of debt ($102 million),
partially offset by net deposits and interest credited to
contractholder deposit funds ($1.2 billion).

1999:

• Cash provided by investing activities primarily reflected
$3.45 billion of proceeds received upon the sale of the
property and casualty business, partially offset by net
investment purchases.

• Cash used in financing activities primarily reflected the
payment of dividends on and repurchase of CIGNA’s
common stock ($3.3 billion), repayment of debt
($284 million) and net withdrawals from contractholder
deposit funds ($705 million).

Capital Resources

CIGNA’s capital resources (primarily retained earnings
and the proceeds from the issuance of long-term debt and
equity securities) represent funds available for long-term
business commitments. Capital resources provide protec-
tion for policyholders, furnish the financial strength to 
support the business of underwriting insurance risks and 
facilitate continued business growth. CIGNA’s priorities 
for use of capital are internal growth, acquisitions and
share repurchase.

Senior management and the Board of Directors, guided
by regulatory requirements, determine the amount of 
capital resources that CIGNA maintains. Management 
allocates resources to new long-term business commitments
when returns, considering the risks, look promising and
when the resources available to support existing business
are adequate. 

(In millions) 2000 1999 1998

Operating activities $ 1,685 $ 1,817 $ 886
Investing activities $ (907) $ 2,495 $ 871
Financing activities $ (774) $ (4,213) $ (1,553) 
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CIGNA’s financial strength provides the capacity and
flexibility to raise funds in the capital markets. In January
2001, CIGNA issued $250 million of 7% notes due in 2011.
Subsequent to the issuance of these notes, CIGNA had $750
million remaining under an effective shelf registration state-
ment filed with the Securities and Exchange Commission,
which may be issued as debt securities, equity securities or
both. Management and the Board of Directors will consider
market conditions and internal capital requirements when
deciding whether CIGNA should issue new securities.

CIGNA’s Board of Directors has authorized a stock 
repurchase plan. Decisions to repurchase shares depend on
market conditions and available alternative uses of capital.
Stock repurchase activity for the year ended December 31
was as follows:

(In millions, except per share amounts) 2000 1999 1998

Shares repurchased 19.2 36.7 12.4
Cost of shares repurchased $ 1,681 $ 3,055 $ 822
Average price per share $ 87.32 $ 83.24 $ 66.29 

From January 1, 2001 through February 28, 2001, 
approximately 1.6 million shares were repurchased for
$175 million. The total remaining share repurchase author-
ization as of February 28, 2001, was $379 million. 

Investment Assets 
Information regarding investment assets, excluding 

separate account assets, held by CIGNA as of December 31
is presented below. Additional information regarding
CIGNA’s investment assets and related accounting policies
is included in Notes 2, 4 and 5 to the Financial Statements
and in CIGNA’s Form 10-K.

(In millions)

Financial Summary 2000 1999

Fixed maturities $ 24,776 $ 22,944
Equity securities 569 585
Mortgage loans 9,768 9,737
Policy loans 2,987 3,079
Real estate 528 789
Other long-term investments 1,014 821
Short-term investments 166 950

Total investment assets $ 39,808 $ 38,905 

A significant portion of CIGNA’s investment assets are
attributable to experience-rated policyholder contracts. The
following table shows, as of December 31, the percentage of
certain categories of investment assets that are held under
policyholder contracts:

2000 1999

Fixed maturities 37% 36%
Mortgage loans 59% 59%
Real estate 60% 65%
Other long-term investments 70% 67% 

Under the experience-rating process, net investment
income and gains and losses on assets related to policy-
holder contracts generally accrue to the policyholders.
Consequently, write-downs, changes in valuation reserves
and non-accruals on investments attributable to policy-
holder contracts do not affect CIGNA’s net income except
under unusual circumstances.

Fixed Maturities

The fair value of investments in fixed maturities (bonds)
as of December 31 was as follows:

(In millions) 2000 1999

Federal government and agency $ 777 $ 803
State and local government 1,555 1,214
Foreign government 1,839 1,752
Corporate 14,772 13,465
Federal agency mortgage-backed 511 862
Other mortgage-backed 2,132 1,720
Other asset-backed 3,190 3,128

Total $ 24,776 $ 22,944 

Additional information regarding fixed maturities 
follows.

Quality ratings. As of December 31, 2000, $23.2 billion,
or 94% of the fixed maturities in CIGNA’s investment 
portfolio, were investment grade (Baa and above, or equivalent),
and the remaining $1.6 billion were below investment
grade. Most of the bonds that are below investment grade
are rated at the higher end of the non-investment grade
spectrum. Approximately 23% of CIGNA’s below investment
grade securities are attributable to policyholder contracts.

Private placement investments are generally less marketable
than public bonds, but yields on these investments tend to
be higher than yields on publicly offered debt with 
comparable credit risk. CIGNA has several controls on its
participation in private placements. In particular, CIGNA
performs a credit analysis of each issuer, diversifies
investments by industry and issuer and requires financial
and other covenants that allow CIGNA to monitor
issuers for deteriorating financial strength so CIGNA can
take remedial actions, if warranted.

Management’s Discussion and Analysis
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Because of the higher yields and the inherent risk 
associated with privately placed investments and below
investment grade securities, gains or losses from such
investments could significantly affect future results of 
operations. However, management does not expect such
gains or losses to be material to CIGNA’s liquidity or 
financial condition.

Asset-backed securities are debt obligations secured by
pools of federal agency mortgage-backed securities, other
mortgage-backed securities, corporate debt obligations or
consumer loans. CIGNA’s investment in asset-backed 
securities includes collateralized mortgage obligations
(CMOs) of $1 billion at December 31, 2000, and $1.5 
billion at December 31, 1999. These investments were 
carried at fair value, with an amortized cost of $1 billion at
December 31, 2000, and $1.6 billion at December 31, 1999. 

Certain of the CMOs that CIGNA holds are backed by
Aaa/AAA-rated federal agencies. Most of the remaining CMOs
have high quality ratings because credit enhancements have
been provided by subordinated securities or mortgage 
insurance from Aaa/AAA-rated insurance companies. 

CIGNA’s CMO holdings are concentrated in securities
with limited prepayment, extension and default risk. 

Mortgage Loans

CIGNA’s mortgage loans are diversified by property type,
location and borrower to reduce exposure to potential 
losses. CIGNA routinely monitors and evaluates the status
of its mortgage loans through the review of loan and 
property-related information, including cash flows, 
expiring leases, financial health of the borrower and major
tenants, loan payment history, occupancy and room rates
for hotels and, for commercial properties, significant new
competition. CIGNA evaluates this information in light of
current economic conditions as well as geographic and
property type considerations. 

Problem and Potential Problem Bonds and 
Mortgage Loans

Problem bonds and mortgage loans are delinquent or
have been restructured as to terms (interest rate or maturity
date). Potential problem bonds and mortgage loans are
fully current, but management believes they have certain
characteristics that increase the likelihood that they will
become “problems.” CIGNA also considers mortgage loans
to be potential problems if the borrower has requested
restructuring, or principal or interest payments are past 
due by more than 30 but fewer than 60 days. 

The following table shows problem and potential 
problem bonds and mortgage loans as of December 31,
including amounts attributable to policyholder contracts:

(In millions) 2000 1999

Problem bonds, including $14 at 2000 and 1999
related to emerging market investments $ 158 $ 151

Potential problem bonds $ 123 $ 77
Problem mortgage loans $ 108 $ 85
Potential problem mortgage loans $ 89 $ 149 

Real Estate

Investment real estate includes both income-producing
property and real estate held for sale. Most of the real estate
held for sale in 2000 and 1999 was office buildings and
retail facilities that were acquired as a result of foreclosure
of mortgage loans.

As of December 31, investment real estate (including
amounts attributable to policyholder contracts) and related
cumulative write-downs and valuation reserves were as 
follows:

(In millions) 2000 1999

Real estate held for sale $ 308 $ 450
Less cumulative write-downs 37 100
Less valuation reserves 22 38

249 312

Real estate held to produce income 322 523
Less cumulative write-downs 43 46

279 477

Investment real estate $ 528 $ 789 

At December 31, 2000 and 1999, 60% of the carrying
value of the properties acquired through foreclosure were
attributable to policyholder contracts.

Summary

The effect of investment asset write-downs (recoveries)
and changes in valuation reserves on CIGNA’s net income
and amounts attributable to policyholder contracts were as
follows:

The effect of non-accruals (investments for which 
investment income is only recognized when payment is
received due to the risk profile of the investments) was not
material to CIGNA’s results of operations, liquidity, financial
condition and policyholder contracts for these periods. 

(In millions) 2000 1999 1998

CIGNA $ 46 $ 18 $ (3)
Policyholder contracts $ 43 $ 19 $ 4 
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The deteriorating domestic economy is likely to cause
additional investment losses, although CIGNA does not 
currently expect them to materially affect future results of
operations, liquidity or financial condition, or to result in a
significant decline in the aggregate carrying value of its
assets. 

Market Risk of Financial Instruments

CIGNA’s Market Risks

CIGNA’s assets and liabilities include financial instru-
ments subject to the risk of potential losses from adverse
changes in market rates and prices. CIGNA’s primary 
market risk exposures are: 

• Interest-rate risk on fixed-rate, domestic, medium-term
instruments. Changes in market interest rates affect the
value of instruments that promise a fixed return.

• Foreign currency exchange rate risk of the U.S. dollar 
to the yen, the euro, the Canadian dollar, the Korean
won, and the Chilean peso. An unfavorable change in
exchange rates reduces the carrying value of net assets
denominated in foreign currencies. 

• Equity price risk for stocks and for reinsurance contract
guarantees for variable annuity account values with 
underlying mutual fund investments. CIGNA’s invest-
ment in domestic equity securities (which are primarily
managed to mirror the S&P 500) was $505 million at
December 31, 2000, and $541 million at December 31,
1999. CIGNA held $64 million in international securities
at December 31, 2000, and $44 million at December 31,
1999. Substantially all of CIGNA’s international 
securities were issued by entities based in developed
countries, such as Japan and certain European countries.
Reinsurance contract guarantees for variable annuity
account values are based primarily on underlying
domestic stock and bond mutual funds. 

CIGNA’s Management of Market Risks

CIGNA predominantly relies on three techniques to
manage its exposure to market risk:

• Investment/liability matching. CIGNA generally selects
investment assets with characteristics (such as duration,
yield, currency and liquidity) that correspond to the 
underlying characteristics of its related insurance and 
contractholder liabilities so that CIGNA can match the
investments to its obligations. Medium-term, fixed-rate
investments support interest-sensitive, experience-rated 
and health liabilities. Shorter- and longer-term 
investments support generally shorter- and longer-term
life and health claim liabilities. Longer-term investments
generally support longer-term, fully guaranteed products—
such as annuities.

• Use of local currencies for foreign operations. CIGNA
generally conducts its international business through 
foreign operating entities that maintain assets and liabil-
ities in local currencies. This substantially limits
exchange rate risk to net assets denominated in foreign
currencies.

• Use of derivatives. CIGNA generally uses derivative
financial instruments to minimize certain market risks. 

See Notes 2(C) and 4(F) to the Financial Statements for
additional information about financial instruments, 
including derivative financial instruments. 

Effect of Market Fluctuations on CIGNA

The hypothetical examples shown in the table that 
follows illustrate the effect of changes in market rates or
prices on the fair value of certain financial instruments.
Actual results could differ materially because the examples
were developed using estimates and assumptions. In 
addition, some financial instruments are excluded from the
hypothetical effects. Specifically, because gains and losses 
in separate accounts generally accrue to policyholders, the
hypothetical effects do not include separate account assets
and liabilities. Also, insurance contract liabilities (53% of
CIGNA’s non-separate account liabilities at December 31,
2000, and December 31, 1999) and reinsurance recoverables
on unpaid losses (12% of CIGNA’s non-separate account
assets at December 31, 2000, and December 31, 1999) are
not included. 

Subject to these exclusions, the hypothetical effects 
of changes in market rates or prices on the fair values of
financial instruments would have been as follows as of
December 31: 

Market scenario for certain Loss in fair value
noninsurance financial instruments 2000 1999

100 basis point increase in
interest rates $ 950 million $ 1.0 billion

10% strengthening in U.S. dollar
to each foreign currency $ 400 million $ 380 million

10% decrease in market prices for
equity exposures $ 60 million $ 70 million

The effect of an increase in interest rates was determined
by estimating the present value of future cash flows using
various models, primarily duration modeling. The effect of a
strengthening of the U.S. dollar relative to each of the foreign
currencies held by CIGNA was estimated as 10% of the U.S.
dollar equivalent fair value. The effect of a decrease in the
market prices of equity securities was estimated as 10% of
their fair value. 

Management’s Discussion and Analysis
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CAUTIONARY STATEMENT FOR PURPOSES OF THE “SAFE HARBOR” PROVISIONS OF THE PRIVATE SECURITIES
LITIGATION REFORM ACT OF 1995

CIGNA and its representatives may from time to time make written and oral forward-looking statements, including 
statements contained in CIGNA’s filings with the Securities and Exchange Commission and in its reports to shareholders.
These statements may contain information about financial prospects, economic conditions, trends and known uncertainties.
CIGNA cautions the reader that actual results could differ materially from those that management expects, depending on
the outcome of certain factors. In some cases, CIGNA describes uncertainties when offering a forward-looking statement.
Some factors that could cause CIGNA’s actual results to differ materially from the forward-looking statements include:

1. increases in medical costs in CIGNA’s health care operations, including increased use and costs of medical services; 
2. increased medical, administrative, technology or other costs resulting from legislative, regulatory and litigation challenges

to, and new regulatory requirements imposed on, CIGNA’s health care business (see Health care regulation on page 22
for more information); 

3. heightened competition, particularly price competition, which could reduce product margins and constrain growth in
CIGNA’s businesses;

4. significant changes in interest rates; 
5. significant and sustained stock market declines, which could trigger payments contingent on certain variable annuity

account values (see Other Operations on page 26 for more information); 
6. significant deterioration in economic conditions, which could have an adverse effect on CIGNA’s operations and 

investments; and 
7. changes in federal income tax laws. 

This list of important factors may not be complete. CIGNA does not undertake to update any forward-looking statement
that may be made by or on behalf of CIGNA prior to the next required filing with the Securities and Exchange Commission. 
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(In millions, except per share amounts)

For the years ended December 31, 2000 1999 1998

Revenues
Premiums and fees $ 16,328 $ 15,029 $ 13,502
Net investment income 2,942 2,959 3,115
Other revenues 717 730 947
Realized investment gains 7 8 134

Total revenues 19,994 18,726 17,698

Benefits, Losses and Expenses
Benefits, losses and settlement expenses 13,487 12,464 11,670
Policy acquisition expenses 268 251 201
Other operating expenses 4,742 4,792 3,969

Total benefits, losses and expenses 18,497 17,507 15,840

Income from Continuing Operations before Income Taxes 1,497 1,219 1,858

Income taxes (benefits):
Current 583 473 839
Deferred (73) 47 (167)

Total taxes 510 520 672

Income from Continuing Operations 987 699 1,186

Discontinued Operations
Income (loss) from operations, net of taxes — (28) 106
Gain on sale, net of taxes — 1,194 — 

Income from Discontinued Operations — 1,166 106

Income before Cumulative Effect of Accounting Change 987 1,865 1,292

Cumulative Effect of Accounting Change, Net of Taxes — (91) — 

Net Income $ 987 $ 1,774 $ 1,292 

Basic Earnings Per Share
Income from continuing operations $ 6.18 $ 3.59 $ 5.62
Income from discontinued operations — 5.99 0.50

Income before cumulative effect of accounting change 6.18 9.58 6.12
Cumulative effect of accounting change, net of taxes — (0.46) —

Net income $ 6.18 $ 9.12 $ 6.12

Diluted Earnings Per Share
Income from continuing operations $ 6.08 $ 3.54 $ 5.56
Income from discontinued operations — 5.91 0.49

Income before cumulative effect of accounting change 6.08 9.45 6.05
Cumulative effect of accounting change, net of taxes — (0.46) — 

Net income $ 6.08 $ 8.99 $ 6.05 

The Notes to the Financial Statements are an integral part of these statements.

Consolidated Statements of Income
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(In millions, except per share amounts)

As of December 31, 2000 1999

Assets
Investments:

Fixed maturities, at fair value (amortized cost, $24,163; $23,111) $ 24,776 $ 22,944
Equity securities, at fair value (cost, $359; $286) 569 585
Mortgage loans 9,768 9,737
Policy loans 2,987 3,079
Real estate 528 789
Other long-term investments 1,014 821
Short-term investments 166 950

Total investments 39,808 38,905
Cash and cash equivalents 2,206 2,232
Accrued investment income 533 500
Premiums, accounts and notes receivable 2,814 2,475
Reinsurance recoverables 7,228 6,768
Deferred policy acquisition costs 1,052 927
Property and equipment 879 715
Deferred income taxes 1,199 1,156
Other assets 475 517
Goodwill and other intangibles 1,878 1,955
Separate account assets 37,016 39,183

Total assets $ 95,088 $ 95,333

Liabilities
Contractholder deposit funds $ 27,603 $ 26,599
Unpaid claims and claim expenses 4,795 4,135
Future policy benefits 13,252 12,625
Unearned premiums 589 674

Total insurance and contractholder liabilities 46,239 44,033
Accounts payable, accrued expenses and other liabilities 5,111 4,552
Short-term debt 146 57
Long-term debt 1,163 1,359
Separate account liabilities 37,016 39,183

Total liabilities 89,675 89,184

Contingencies — Note 17
Shareholders’ Equity
Common stock (shares issued, 269; 267) 67 67
Additional paid-in capital 2,966 2,825
Net unrealized appreciation (depreciation), fixed maturities $ 163 $ (36)
Net unrealized appreciation, equity securities 130 184
Net translation of foreign currencies 4 18
Minimum pension liability adjustment (76) — 
Accumulated other comprehensive income 221 166
Retained earnings 9,081 8,290
Less treasury stock, at cost (6,922) (5,199)

Total shareholders’ equity 5,413 6,149

Total liabilities and shareholders’ equity $ 95,088 $ 95,333

Shareholders’ Equity Per Share $ 35.61 $ 36.24 

The Notes to the Financial Statements are an integral part of these statements. 

Consolidated Balance Sheets
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(In millions, except per share amounts)

For the years ended December 31, 2000 1999 1998

Compre- Share- Compre- Share- Compre- Share-
hensive holders’ hensive holders’ hensive holders’
Income Equity Income Equity Income Equity

Common Stock, beginning of year $ 67 $ 66 $ 66
Issuance of common stock for employee
benefit plans — 1 —

Common Stock, end of year 67 67 66

Additional Paid-In Capital,
beginning of year 2,825 2,719 2,655

Issuance of common stock for employee
benefit plans 141 106 64

Additional Paid-In Capital, end of year 2,966 2,825 2,719

Accumulated Other Comprehensive
Income, beginning of year 166 842 758

Net unrealized appreciation
(depreciation), fixed maturities $ 199 199 $ (786) (786) $ (2) (2)

Net unrealized appreciation
(depreciation), equity securities (54) (54) (22) (22) 74 74

Net unrealized appreciation
(depreciation) on investments 145 (808) 72

Net translation of foreign currencies (14) (14) 132 132 12 12

Minimum pension liability adjustment (76) (76) — —

Other comprehensive income (loss) 55 (676) 84

Accumulated Other Comprehensive
Income, end of year 221 166 842

Retained Earnings, beginning of year 8,290 6,746 5,696
Net income 987 987 1,774 1,774 1,292 1,292
Common dividends declared
(per share: $1.24; $1.20; $1.15) (196) (230) (242)

Retained Earnings, end of year 9,081 8,290 6,746

Treasury Stock, beginning of year (5,199) (2,096) (1,243)
Repurchase of common stock (1,681) (3,055) (822)
Other treasury stock transactions, net (42) (48) (31)

Treasury Stock, end of year (6,922) (5,199) (2,096)

Total Comprehensive Income
and Shareholders’ Equity $ 1,042 $ 5,413 $ 1,098 $ 6,149 $ 1,376 $ 8,277 

The Notes to the Financial Statements are an integral part of these statements.

Consolidated Statements of Comprehensive Income and Changes in Shareholders’ Equity
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(In millions)

For the years ended December 31, 2000 1999 1998

Cash Flows from Operating Activities
Income from continuing operations $ 987 $ 699 $ 1,186
Adjustments to reconcile income from continuing operations
to net cash provided by (used in) operating activities:
Insurance liabilities 1,294 1,151 764
Reinsurance recoverables (453) (99) (159)
Deferred policy acquisition costs (164) (133) (120)
Premiums, accounts and notes receivable (331) (420) (338)
Accounts payable, accrued expenses and other liabilities 450 87 92
Deferred income taxes (73) 47 (167)
Realized investment gains (7) (8) (134)
Depreciation and goodwill amortization 233 225 218
Gains on sales of businesses (excluding discontinued operations) (99) (163) (418)
Charge attributable to Brazilian investments — 478 —
Other, net (152) (47) (38)
Net cash provided by operating activities of continuing operations 1,685 1,817 886

Cash Flows from Investing Activities
Proceeds from investments sold:

Fixed maturities 2,951 3,033 3,395
Equity securities 168 107 137
Mortgage loans 350 810 1,271
Other (primarily short-term investments) 2,399 3,433 1,003

Investment maturities and repayments:
Fixed maturities 2,160 2,773 3,213
Mortgage loans 968 466 470

Investments purchased:
Fixed maturities (6,120) (5,925) (5,903)
Equity securities (247) (119) (64)
Mortgage loans (1,499) (1,511) (1,851)
Other (primarily short-term investments) (1,702) (3,692) (1,349) 

Sale of property and casualty business — 3,450 —
Sale of individual life insurance and annuity business, net proceeds — — 1,296
Other acquisitions and dispositions, net cash provided (used) 45 107 (336)
Other, net (380) (437) (411)

Net cash provided by (used in) investing activities of continuing operations (907) 2,495 871

Cash Flows from Financing Activities
Deposits and interest credited to contractholder deposit funds 8,765 7,585 7,050
Withdrawals and benefit payments from contractholder deposit funds (7,613) (8,290) (7,097)
Net change in short-term debt — (257) (348)
Repayment of long-term debt (102) (27) (108)
Repurchase of common stock (1,696) (3,028) (833)
Issuance of common stock 72 42 26
Common dividends paid (200) (238) (243)

Net cash used in financing activities of continuing operations (774) (4,213) (1,553)
Effect of foreign currency rate changes on cash and cash equivalents (30) 9 22
Net cash (to) from discontinued operations — 138 (72)
Net increase (decrease) in cash and cash equivalents (26) 246 154
Cash and cash equivalents, beginning of year 2,232 1,986 1,832
Cash and cash equivalents, end of year $ 2,206 $ 2,232 $ 1,986
Supplemental Disclosure of Cash Information:

Income taxes paid, net of refunds $ 457 $ 511 $ 843
Interest paid $ 105 $ 116 $ 128

The Notes to the Financial Statements are an integral part of these statements.

Consolidated Statements of Cash Flows
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Note 1 — Description of Business

CIGNA Corporation’s subsidiaries provide employee 
benefits offered through the workplace, including health
care products and services, group life, accident and disability
insurance, retirement products and services and investment
management. CIGNA operates throughout the United
States and in selected international locations.

Note 2 — Summary of Significant Accounting
Policies

A. Basis of Presentation

The consolidated financial statements include the
accounts of CIGNA Corporation and all significant sub-
sidiaries, which are referred to collectively as “CIGNA.”

These consolidated financial statements were prepared
in conformity with generally accepted accounting principles.
Amounts recorded in the financial statements reflect 
management’s estimates and assumptions about medical
costs, interest rates and other factors. Significant estimates
are discussed in these Notes. 

Results of the property and casualty business are reported
as discontinued operations because CIGNA sold that business
in July 1999 (see Note 3). Unless otherwise indicated,
amounts in these Notes exclude the effects of discontinued
operations. Certain other reclassifications have been made
to prior years amounts to conform to the 2000 
presentation. 

B. Recent Accounting Pronouncements 

Derivative instruments and hedging activities.
Statement of Financial Accounting Standards (SFAS)
No. 133, “Accounting for Derivative Instruments and
Hedging Activities” requires that derivatives be reported on
the balance sheet at fair value. Changes in fair value
are recognized in net income or, for derivatives that hedge
market risk related to future cash flows, in accumulated
other comprehensive income. 

CIGNA will implement SFAS No. 133 as of January 1,
2001, recording the cumulative effect of adoption in net
income and accumulated other comprehensive income.
Implementation of SFAS No. 133 is expected to adjust net
income and accumulated other comprehensive income
each by less than $5 million. Although the requirement to
record derivatives at fair value adds volatility to net income
and other comprehensive income, CIGNA does not expect
the effect of this requirement to be material to its results of
operations or financial condition because of CIGNA’s limited
use of derivatives.

Insurance-related assessments. CIGNA adopted
Statement of Position (SOP) 97-3, “Accounting by
Insurance and Other Enterprises for Insurance-Related
Assessments,” as of January 1, 1999. Issued by the
American Institute of Certified Public Accountants, this
SOP guides companies in measuring and recording liabilities
for insolvency fund and other insurance-related assessments,
such as workers’ compensation second injury funds, medical
risk pools and charges for operating expenses of state 
regulatory bodies. The cumulative effect of adopting SOP
97-3 was a $91 million ($140 million pre-tax) reduction in
CIGNA’s net income. Most of this effect was attributable to
the property and casualty business. That business has been
sold and is reported as discontinued operations.

C. Financial Instruments

In the normal course of business, CIGNA enters into
transactions involving various types of financial instruments.
These financial instruments include investments (such as
fixed maturities and equity securities), short- and long-term
debt, and off-balance-sheet instruments (such as investment
and loan commitments and financial guarantees). These
instruments may change in value due to interest rate and
market fluctuations, and most have credit risk. CIGNA 
evaluates and monitors each financial instrument individually
and, when management considers it appropriate, uses a
derivative instrument or obtains collateral or another form
of security to minimize risk of loss.

Most financial instruments that are subject to fair value
disclosure requirements (such as fixed maturities and equity
securities) are carried in the financial statements at
amounts that approximate fair value. At the end of 2000
and 1999, the fair values of mortgage loans, contractholder
deposit funds and long-term debt were not materially 
different from their carrying amounts. Fair values of off-
balance-sheet financial instruments were not material.

Fair values of financial instruments are based on quoted
market prices when available. When market prices are not
available, management estimates fair value based on 
discounted cash flow analyses, which use current interest
rates for similar financial instruments with comparable
terms and credit quality. Management estimates the fair
value of liabilities for contractholder deposit funds using
the amount payable on demand and, for those deposit
funds not payable on demand, using discounted cash flow
analyses. In many cases, an estimate of the fair value of a
financial instrument may differ significantly from the
amount that could be realized if the instrument were sold
immediately.

Notes to the Financial Statements
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D. Investments

CIGNA’s accounting policies for investment assets are
discussed below.

Fixed maturities and mortgage loans. Investments in
fixed maturities include bonds, mortgage- and other asset-
backed securities and redeemable preferred stocks. These
investments are classified as available for sale and are carried
at fair value. Fixed maturities are considered impaired, and
amortized cost is written down to fair value, when manage-
ment expects a decline in value to persist.

Mortgage loans are carried at unpaid principal balances.
Impaired loans are carried at the lower of unpaid principal
or fair value of the underlying collateral. Mortgage loans
are considered impaired when it is probable that CIGNA
will not collect amounts due according to the terms of the
loan agreement. 

When an investment is current, CIGNA recognizes interest
income when it is earned. CIGNA stops recognizing interest
income on fixed maturities and mortgage loans when they
are delinquent or have been restructured as to terms (interest
rate or maturity date). Net investment income on these
investments is only recognized when interest payments are
received.

Real estate. Investment real estate can be held to produce
income or for sale.

CIGNA carries real estate held to produce income at
depreciated cost less any write-downs to fair value due to
impairment. Depreciation is generally calculated using the
straight-line method based on the estimated useful life of
the particular real estate asset.

CIGNA acquires most real estate held for sale through
foreclosure of mortgage loans. At the time of foreclosure,
properties are valued at fair value less estimated costs to
sell, and are reclassified from mortgage loans to real estate
held for sale. After foreclosure, these investments are carried
at the lower of fair value at foreclosure or current fair value,
less estimated costs to sell, and are no longer depreciated.
Valuation reserves reflect changes in fair value after 
foreclosure. CIGNA rehabilitates, re-leases and sells foreclosed
properties held for sale. This process usually takes from two
to four years unless management considers a near-term sale
preferable.

CIGNA uses several methods to determine the fair value
of real estate, but relies primarily on discounted cash flow
analyses and, in some cases, third-party appraisals.

Equity securities and short-term investments. CIGNA
classifies equity securities and short-term investments as
available for sale and carries them at fair value, which for
short-term investments approximates cost. Equity securities
include common and non-redeemable preferred stocks. 

Policy loans. Policy loans are carried at unpaid principal
balances.

Other long-term investments. Other long-term investments
includes assets in the separate accounts in excess of contract-
holder liabilities. These assets are carried at market value.

Investment gains and losses. Realized investment gains
and losses result from sales, investment asset write-downs
and changes in valuation reserves, and are based on specifi-
cally identified assets. CIGNA’s net income does not
include gains and losses on investment assets related to
experience-rated pension policyholders’ contracts and 
participating life insurance policies (policyholder share)
because these amounts generally accrue to the policyholders.

Unrealized gains and losses on investments carried at
fair value are included in accumulated other comprehensive
income, net of policyholder share and deferred income taxes.

Derivative financial instruments. Note 4(F) discusses
CIGNA’s accounting policies for derivative financial 
instruments.

E. Cash and Cash Equivalents

Cash equivalents consist of short-term investments 
that will mature in three months or less from the time of
purchase.

F. Reinsurance Recoverables

Reinsurance recoverables are estimates of amounts that
CIGNA will receive from reinsurers. Allowances are established
for amounts owed to CIGNA under reinsurance contracts
that management believes will not be received. 

G. Deferred Policy Acquisition Costs

Acquisition costs consist of commissions, premium taxes
and other costs that CIGNA incurs to acquire new business.
Acquisition costs for:

• Contractholder deposit funds and universal life 
products are deferred and amortized in proportion to
the present value of total estimated gross profits over 
the expected lives of the contracts.

• Annuity and other individual life insurance (primarily
international) products are deferred and amortized, 
generally in proportion to the ratio of annual revenue to
the estimated total revenues over the contract periods.

• Other products are expensed as incurred.

Management estimates future revenues less expected
claims on products that carry deferred policy acquisition
costs. If that estimate is less than the deferred costs, CIGNA
reduces deferred policy acquisition costs and records an
expense. 



39

H. Property and Equipment

Property and equipment is carried at cost less accumulated
depreciation. When applicable, cost includes interest, real
estate taxes and other costs incurred during construction.
Also, eligible costs for internal-use software development
are capitalized. CIGNA calculates depreciation and 
amortization principally using the straight-line method
based on the estimated useful life of each asset.
Accumulated depreciation and amortization was $996
million at December 31, 2000, and $877 million at
December 31, 1999.

I. Other Assets

Other assets consist primarily of various insurance-
related assets.

J. Goodwill and Other Intangibles

Goodwill represents the excess of the cost of businesses
acquired over the fair value of their net assets. Other
intangible assets primarily represent purchased customer
lists and provider contracts.

CIGNA amortizes goodwill and other intangibles on a
straight-line basis over periods ranging from five to 40
years. Management revises amortization periods if it
believes there has been a change in the length of time that
the intangibles will continue to have value. Accumulated
amortization was $394 million at December 31, 2000, and
$317 million at December 31, 1999.

For businesses that have recorded goodwill, management
analyzes historical and estimated future income or 
undiscounted cash flows. If this analysis yields amounts
that are lower than the amount recorded as goodwill,
CIGNA reduces goodwill and records an expense.

K. Separate Accounts

Separate account assets and liabilities are policyholder
funds maintained in accounts with specific investment
objectives. These accounts are carried at market value. The
investment income, gains and losses of these accounts 
generally accrue to the policyholders and are not included
in CIGNA’s revenues and expenses.

L. Contractholder Deposit Funds

Liabilities for contractholder deposit funds include
deposits received from customers for investment-related
and universal life products and investment earnings on
their fund balances. These liabilities are adjusted to reflect
administrative charges, policyholder share of unrealized
appreciation or depreciation on investment assets and, for
universal life fund balances, mortality charges.

M. Unpaid Claims and Claim Expenses

Liabilities for unpaid claims and claim expenses are 
estimates of payments to be made under health coverages
for reported claims and for losses incurred but not yet
reported. Management develops these estimates using 
actuarial methods based upon historical data for payment
patterns, cost trends, product mix, seasonality, utilization
of health care services and other relevant factors. When
estimates change, CIGNA records the adjustment in benefits,
losses and settlement expenses. 

N. Future Policy Benefits

Future policy benefits are liabilities for estimated future
obligations under traditional life and health policies and
annuity products currently in force. These obligations are
estimated using techniques that rely on assumptions as to
estimated premiums, future investment yield, mortality,
morbidity and withdrawals that allow for adverse deviation. 

Specifically, the estimates for individual life insurance
and annuity future policy benefits are computed using
interest rate assumptions that generally decline over the
first 20 years and range from 2% to 11%. Mortality, morbidity
and withdrawal assumptions are based on either CIGNA’s
own experience or actuarial tables.

O. Unearned Premiums

Premiums for group life, accident and health insurance
are recognized as revenue on a pro rata basis over the 
contract period. The unrecognized portion of these premiums
is recorded as unearned premiums.

P. Other Liabilities

Other liabilities consist principally of postretirement and
postemployment benefits and various insurance-related 
liabilities, including amounts related to reinsurance contracts
and guaranty fund assessments that management can 
reasonably estimate.

Q. Translation of Foreign Currencies

CIGNA’s foreign operations primarily use the local 
currency as their functional currency. CIGNA uses
exchange rates as of the balance sheet date to translate
assets and liabilities into U.S. dollars. The translation gain
or loss on functional currencies, net of applicable taxes, is
generally reflected in accumulated other comprehensive
income. CIGNA uses average exchange rates during the
year to translate revenues and expenses into U.S. dollars. 

Notes to the Financial Statements
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R. Premiums and Fees, Revenues and Related Expenses

Premiums for group life, accident and health insurance
and managed care coverages are recognized as revenue on a
pro rata basis over the contract period. Benefits, losses and
settlement expenses are recognized when incurred.

Premiums for individual life insurance and individual
and group annuity products, excluding universal life and
investment-related products, are recognized as revenue
when due. Benefits, losses and settlement expenses are
matched with premiums.

Revenue for investment-related products is recognized as
follows:

• Net investment income on assets supporting invest-
ment-related products is recognized as earned.

• Contract fees, which are based upon related administra-
tive expenses, are assessed against the customer’s fund
balance ratably over the contract year.

Benefit expenses for investment-related products consist
primarily of income credited to policyholders in accordance
with contract provisions.

Revenue for universal life products is recognized as follows:

• Net investment income on assets supporting universal
life products is recognized as earned.

• Fees for mortality are recognized ratably over the policy year.
• Administration fees are recognized as services are provided.
• Surrender charges are recognized as earned.

Benefit expenses for universal life products consist of
benefit claims in excess of policyholder account balances.
Expenses are recognized when claims are filed, and income
is credited in accordance with contract provisions. 

S. Participating Business

CIGNA’s participating life insurance policies entitle 
policyholders to earn dividends that represent a portion of
the earnings of CIGNA’s life insurance subsidiaries.
Participating insurance accounted for approximately 6% of
CIGNA’s total life insurance in force at the end of 2000,
1999 and 1998.

T. Income Taxes

CIGNA and its domestic subsidiaries file a consolidated
United States federal income tax return. 

CIGNA’s foreign subsidiaries file tax returns in accor-
dance with applicable foreign law. Tax returns for domestic
subsidiaries owning foreign affiliates include taxable
income reported and credits for taxes paid by those foreign
affiliates.

CIGNA generally recognizes deferred income taxes when
assets and liabilities have different values for financial state-
ment and tax reporting purposes (temporary differences). 

Note 9 contains detailed information about CIGNA’s
income taxes.

Note 3 — Acquisitions and Dispositions

CIGNA conducts regular strategic and financial reviews
of its businesses to ensure that capital is used effectively. As
a result of these reviews, CIGNA may acquire or dispose of
assets, subsidiaries or lines of business. Significant transactions
for 2000, 1999 and 1998 are described below.

Sale of portions of U.S. life reinsurance business. As of
June 1, 2000, CIGNA sold its U.S. individual life, group life
and accidental death reinsurance business for cash proceeds
of approximately $170 million. The sale generated an after-
tax gain of approximately $85 million, but recognition of
that gain was deferred because the sale was structured as an
indemnity reinsurance arrangement. The gain will be recog-
nized on a declining basis over the remaining life of the
reinsured business, primarily over 15 years. CIGNA recognized
$7 million of the deferred gain in 2000.

CIGNA has placed its remaining reinsurance businesses
(including its accident, domestic health, international life and
health, and specialty life reinsurance businesses) into run-off
(run-off reinsurance business) and, accordingly, stopped
underwriting new reinsurance business. During 2000, CIGNA
recorded charges totaling $127 million after-tax for the
run-off reinsurance business, as follows:

• A charge of $84 million to strengthen reserves, following
a review of reserve assumptions for certain specialty life
reinsurance contracts. These contracts guarantee certain
minimum death benefits if variable annuity account val-
ues decline. These values are derived from underlying
equity and bond mutual fund investments.

• A charge of $40 million to strengthen reserves for acci-
dent reinsurance contracts.

• A charge of $3 million for restructuring costs (principally
severance).
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Sale of property and casualty business. On
July 2, 1999, CIGNA sold its domestic and international
property and casualty business to ACE Limited for cash 
proceeds of $3.45 billion. The after-tax gain on the sale was
$1.2 billion.

Summarized results of operations for these discontinued
operations are outlined below:

(In millions) 1999 1998

Revenues $ 1,863 $ 3,850
Income (loss) before income taxes (benefits) $ (48) $ 152 
Income taxes (benefits) (20) 46

Income (loss) from operations (28) 106
Gain on sale, net of taxes of $1,152 1,194 —

Income from discontinued operations $ 1,166 $ 106 

The gain on the sale includes the recognition of after-tax
foreign currency translation losses of $139 million (net of
tax benefits of $80 million) and net unrealized appreciation
on securities of $163 million (net of taxes of $65 million). 

Brazilian investments. During 1999, CIGNA completed
a review of its Brazilian operations, including analyses of
future estimated cash flows. These operations consisted 
primarily of a health care operation and a managed health
care business. After completing this review, CIGNA withdrew
from the health care operation, but continued operating
the managed health care business. To reflect these actions,
CIGNA recorded an aggregate after-tax charge of $400
million, consisting of the following items: 

• $305 million for the carrying value of the health care
operation, certain loans guaranteed by CIGNA and 
exit costs; and

• $95 million for impairment of other investments, primarily
goodwill. 

The charge includes the recognition of foreign currency
translation losses of $89 million (net of a tax benefit of
$48 million). 

CIGNA’s withdrawal from the health care operation
could be challenged. While the outcome of any regulatory
or legal actions cannot be determined, CIGNA does not
expect that such actions would result in additional losses
material to its consolidated results of operations, liquidity
or financial condition. 

Sales of partial interests in Japanese life insurance 
operation. In April 1999, CIGNA sold a 29% interest in its
Japanese life insurance operation to Yasuda Fire & Marine
Insurance Company Ltd., reducing CIGNA’s ownership
interest to 61%. Proceeds of the sale were $105 million and
the after-tax gain was $43 million.

In January 2001, CIGNA sold an additional 21% interest
in this operation, reducing CIGNA’s ownership interest to
40%. Proceeds of the sale were $83 million and an after-tax
gain of $12 million will be recognized in the first quarter of
2001. As a result of this sale, CIGNA will no longer consoli-
date the assets, liabilities, revenues and expenses of this
operation beginning in 2001, but will account for CIGNA’s
remaining interest under the equity method of accounting. 

Sale of individual life insurance and annuity business.
As of January 1, 1998, CIGNA sold its individual life 
insurance and annuity business for cash proceeds of 
$1.4 billion. The sale generated an after-tax gain of approxi-
mately $770 million. Of this amount, $202 million was 
recognized when the sale was completed in 1998. The
remaining gain was deferred because the principal agreement
to sell this business was an indemnity reinsurance 
arrangement. The deferred portion is being recognized at
the rate that earnings from the sold business would have
been expected to emerge, primarily over 15 years on a
declining basis. CIGNA recognized $57 million of the
deferred gain in 2000, $62 million in 1999 and $66 million
in 1998.

As part of the sale, CIGNA transferred invested assets of
$5.4 billion and various other assets and liabilities, and
recorded a reinsurance recoverable of $5.8 billion for 
insurance liabilities retained. 

Note 4 — Investments

A. Fixed Maturities

The amortized cost and fair value by contractual maturity
periods for fixed maturities, including policyholder share,
were as follows at December 31, 2000:

Actual maturities could differ from contractual maturities
because issuers may have the right to call or prepay 
obligations, with or without penalties. Also, in some cases
CIGNA may extend maturity dates.

Notes to the Financial Statements

Amortized  Fair
(In millions) Cost Value

Due in one year or less $ 1,582 $ 1,581
Due after one year through five years 6,337 6,408
Due after five years through ten years 6,655 6,853
Due after ten years 3,719 4,101
Mortgage- and other asset-backed securities 5,870 5,833

Total $ 24,163 $ 24,776
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Gross unrealized appreciation (depreciation) on fixed
maturities, including policyholder share, by type of issuer
was as follows: 

As of December 31, 2000, CIGNA had commitments to
purchase $47 million of fixed maturities. Most of these
commitments are to purchase unsecured investment grade
bonds, bearing interest at a fixed market rate. These bond
commitments are diversified by issuer and maturity date.
CIGNA expects to disburse approximately 90% of the 
committed amount in 2001.

B. Mortgage Loans and Real Estate

CIGNA’s mortgage loans and real estate investments are
diversified by property type, location and, for mortgage
loans, borrower. Mortgage loans, which are secured by the
related property, are generally made at less than 75% of the
property’s value.

At December 31, the carrying values of mortgage loans
and real estate investments, including policyholder share,
were as follows:

At December 31, mortgage loans and real estate invest-
ments comprised the following property types and geo-
graphic regions:

Mortgage loans. At December 31, 2000, scheduled 
mortgage loan maturities were as follows (in billions): $1.0
in 2001, $1.1 in 2002, $1.8 in 2003, $1.5 in 2004, $1.3 in
2005 and $3.1 thereafter.

Actual maturities could differ from contractual maturities
for several reasons. Borrowers may have the right to prepay
obligations, with or without prepayment penalties; the
maturity date may be extended; and loans may be refinanced. 

As of December 31, 2000, CIGNA had commitments to

December 31, 2000
Amortized Unrealized Unrealized Fair

(In millions) Cost Appreciation Depreciation Value

Federal government
and agency $ 533 $ 244 $ — $ 777

State and local
government 1,489 70 (4) 1,555

Foreign government 1,735 114 (10) 1,839
Corporate 14,536 532 (296) 14,772
Federal agency

mortgage-backed 495 16 — 511
Other mortgage-

backed 2,115 43 (26) 2,132
Other asset-backed 3,260 66 (136) 3,190

Total $24,163 $1,085 $ (472) $ 24,776

December 31, 1999

Federal government
and agency $ 662 $ 146 $ (5) $ 803

State and local
government 1,259 12 (57) 1,214

Foreign government 1,664 107 (19) 1,752
Corporate 13,578 302 (415) 13,465
Federal agency

mortgage-backed 860 12 (10) 862
Other mortgage-

backed 1,776 17 (73) 1,720
Other asset-backed 3,312 21 (205) 3,128

Total $ 23,111 $ 617 $ (784) $ 22,944 

(In millions) 2000 1999

Mortgage loans $ 9,768 $ 9,737

Real estate: 
Held for sale 249 312
Held to produce income 279 477

Total real estate 528 789

Total $ 10,296 $ 10,526 

(In millions) 2000 1999

Property type
Retail facilities $ 3,191 $ 3,290
Office buildings 4,338 4,351
Apartment buildings 1,262 1,327
Industrial 642 789
Hotels 604 510
Other 259 259

Total $ 10,296 $ 10,526

Geographic region
Central $ 3,096 $ 2,914
Pacific 2,199 2,525
Middle Atlantic 1,588 1,753
South Atlantic 1,827 1,711
New England 875 973
Other 711 650

Total $ 10,296 $ 10,526 
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extend credit under commercial mortgage loan agreements
of approximately $139 million, most of which were at a
fixed market rate of interest. These loan commitments are
diversified by property type and geographic region. CIGNA
expects to disburse all of the committed amounts in 2001.

At December 31, impaired mortgage loans and valuation
reserves were as follows:

During the year ended December 31, changes in reserves
for impaired mortgage loans, including policyholder share,
were as follows:

Impaired mortgage loans, before valuation reserves, 
averaged approximately $266 million in 2000 and
$187 million in 1999. Interest income recorded (cash
received) on impaired loans was approximately $18 million
in 2000 and $20 million in 1999.

During 1999, CIGNA refinanced approximately $99 million
of its mortgage loans at then-current market rates for 
borrowers unable to obtain alternative financing. There
were no such refinancings in 2000.

Real estate. During 2000, non-cash investing activities
included $86 million of real estate acquired through 
foreclosure of mortgage loans, compared to $13 million for
1999 and $37 million for 1998. The total of valuation
reserves and cumulative write-downs related to real estate,
including policyholder share, was $102 million at the end
of 2000, compared to $184 million at the end of 1999. Net
investment income from real estate held for sale was
$7 million for 2000 and $11 million for 1999. Write-downs
upon foreclosure and changes in valuation reserves were
not material for 2000 or 1999.

As of December 31, 2000, CIGNA had commitments to
purchase $60 million of real estate investments, diversified by
property type and geographic region. CIGNA expects to disburse
approximately 70% of the committed amounts in 2001.

C. Short-Term Investments and Cash Equivalents

Short-term investments and cash equivalents were primarily
federal government bonds of $415 million, money market
funds of $514 million and corporate securities of $812 
million at December 31, 2000. CIGNA’s short-term 
investments and cash equivalents included $1.1 billion
in federal government bonds and $1.3 billion in 
corporate securities at December 31, 1999.

D. Net Unrealized Appreciation (Depreciation) on
Investments

Unrealized appreciation (depreciation) on investments
carried at fair value at December 31 was as follows:

Components of the changes in net unrealized appreciation
(depreciation) on investments, excluding policyholder
share (and including discontinued operations), for the year
ended December 31 were as follows:
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(In millions) 2000 1999

Impaired loans with no valuation reserves $ 55 $ 188
Impaired loans with valuation reserves 179 57

Total impaired loans 234 245
Less valuation reserves 37 11

Net impaired loans $ 197 $ 234 

(In millions) 2000 1999

Reserve balance—January 1 $ 11 $ 6
Transfers to foreclosed real estate (5) —
Charge-offs upon sales (1) —
Net change in reserves 32 5

Reserve balance—December 31 $ 37 $ 11

(In millions) 2000 1999

Unrealized appreciation:
Fixed maturities $ 1,085 $ 617
Equity securities 240 310

1,325 927

Unrealized depreciation:
Fixed maturities (472) (784)
Equity securities (30) (11)

(502) (795)

823 132
Less minority interest and

policyholder-related amounts 375 (93)

Shareholder net unrealized appreciation 448 225
Less deferred income taxes 155 77

Net unrealized appreciation $ 293 $ 148 

(In millions) 2000 1999 1998

Unrealized appreciation
(depreciation) on
investments held $ 216 $ (916) $ 366

Less taxes (benefits) 76 (321) 129

Unrealized appreciation 
(depreciation), net of taxes 140 (595) 237

Gains (losses) realized in net income (7) 305 254
Less taxes (benefits) (2) 92 89

Gains (losses) realized in net income,
net of taxes (5) 213 165

Changes in net unrealized
appreciation (depreciation) $ 145 $ (808) $ 72
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E. Non-Income Producing Investments

As of December 31, the carrying values of investments,
including policyholder share, that were non-income 
producing during the preceding twelve months were as
follows:

F. Derivative Financial Instruments

CIGNA’s investment strategy is to manage the 
characteristics of investment assets—such as duration,
yield, currency and liquidity—to reflect the varying 
characteristics of the related insurance and contractholder
liabilities. In implementing its investment strategy, CIGNA
substantially limits its use of derivative instruments to
hedging applications designed to minimize interest rate,
foreign currency and equity price risks. The effects of 
derivatives were not material to CIGNA’s results of operations,
liquidity or financial condition for 2000, 1999 or 1998. 

Hedge accounting treatment. Accounting rules provide
that companies may use hedge accounting for a derivative
instrument only when it is probable that there will be a
high correlation between the changes in fair value or cash
flow of the instrument and the changes in fair value or
cash flow of the related hedged asset or liability. These changes
are recognized together and generally offset each other. 

When hedge accounting treatment does not apply,
CIGNA records derivatives at fair value. Changes in fair
value are then recognized in net income, or in contractholder
deposit fund liabilities for certain derivatives associated
with experience-rated pension policyholders. Note 2(B) 
discusses a recent accounting pronouncement on derivative
instruments and hedging activities.

Credit risk. CIGNA routinely monitors exposure to 
credit risk associated with derivatives and diversifies the
portfolio among approved dealers of high credit quality to
minimize risk.

(In millions) 2000 1999

Fixed maturities $ 8 $ 9
Mortgage loans 1 1
Real estate 156 76
Other long-term investments 47 31

Total $ 212 $ 117 
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G. Other

As of December 31, 2000 and 1999, CIGNA did not have
a concentration of investments in a single issuer or borrower
exceeding 10% of shareholders’ equity.

Derivative instruments used. The table below presents information about the nature and accounting treatment of
CIGNA’s derivative financial instruments, and includes their underlying notional amounts (in millions) at December 31:
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Instrument

Swaps

Forward 
Swaps

Written and
Purchased 
Options

Risk Hedged

Interest rate 
and foreign 
currency risk

Interest rate risk

Primarily 
equity risk

Purpose

CIGNA hedges the interest or
foreign currency cash flows of
fixed maturities to match 
associated liabilities. Currency
swaps are primarily yen,
Canadian dollars and marks. 

CIGNA hedges fair value
changes of fixed maturity and
mortgage loan investments
held primarily for experience-
rated pension policyholders.

CIGNA writes reinsurance 
contracts to minimize 
customers’ market risks and
purchases reinsurance contracts
to minimize the market risks
assumed. These contracts are
accounted for as written and
purchased options.

CIGNA purchases options to
offset the effect of income
credited to certain universal
life policyholders, which is
based on the change in an
equity index.

Cash Flows

CIGNA periodically exchanges
cash flow differences between
variable and fixed interest
rates or between two currencies
for both principal and interest. 

CIGNA periodically exchanges
the difference between vari-
able and fixed rate asset cash
flows, beginning at a future
date.

CIGNA receives (pays) an 
up-front fee and will periodi-
cally pay (receive) cash for 
the unfavorable changes in
variable annuity account 
values based on underlying
mutual funds when account
holders elect to receive 
minimum income payments.

CIGNA pays an up-front fee to
third parties and may receive
cash at the end of the contract,
based on the change in an
equity index. 

Accounting Policy

Fair value is reported currently
in fixed maturities, and net
interest cash flows are reported
in net investment income. 

Fair value is reported currently
in other long-term investments
or other liabilities and in 
contractholder deposit fund
liabilities.

Fair values are reported cur-
rently in other liabilities and
other assets. Changes in fair
value are reported in other
revenues or other operating
expenses. 

Purchased options are record-
ed in other assets at amortized
cost adjusted for current equity
indices with resulting income
or expense reported in benefit
expense. 

Notional
Amounts

2000
1999

$331
$359

$4,352
$1,793

Written
$3,396
$2,275

Purchased
$2,717
$1,822 

Purchased
$118

$— 
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Note 5 — Investment Income and Gains and
Losses

A. Net Investment Income

The components of net investment income, including
policyholder share, for the year ended December 31 were as
follows:

Net investment income attributable to policyholder 
contracts (which is included in CIGNA’s revenues and is
primarily offset by amounts included in benefits, losses and
settlement expenses) was approximately $1.4 billion for
2000 and 1999 and $1.6 billion for 1998. Net investment
income for separate accounts (which is not reflected in
CIGNA’s revenues) was $2.0 billion for 2000, $1.7 billion
for 1999 and $1.5 billion for 1998.

Fixed maturities and mortgage loans on which CIGNA
recognizes interest income only when cash is received
(referred to as non-accrual investments), including policy-
holder share, were as follows at December 31:

For 2000 and 1998, net investment income was $9 million
and $4 million lower, respectively, than it would have been
if interest on non-accrual investments had been recognized
in accordance with their original terms.

In 1999, net investment income was $9 million higher
than it would have been under the original terms of these
investments, reflecting collections of some prior year 
unrecognized interest income.

B. Realized Investment Gains and Losses

Realized gains and losses on investments, excluding 
policyholder share, for the year ended December 31 were as 
follows:

Realized investment gains and losses included
impairments in the value of investments, net of recoveries,
of $70 million in 2000 and $27 million in 1999. In 1998,
realized investment gains and losses included recoveries in
the value of investments, net of impairments, of $5 million.

Realized investment gains (losses) that are not reflected
in CIGNA’s revenues for the year ended December 31 were
as follows:

Sales of available-for-sale fixed maturities and equity
securities, including policyholder share, for the year ended
December 31 were as follows:

(In millions) 2000 1999 1998

Fixed maturities $ 1,757 $ 1,687 $ 1,695
Equity securities 10 9 8
Mortgage loans 774 813 800
Policy loans 204 260 466
Real estate 113 152 159
Other long-term investments 60 44 34
Short-term investments and cash 141 145 91

3,059 3,110 3,253
Less investment expenses 117 151 138

Net investment income $ 2,942 $ 2,959 $ 3,115 

(In millions) 2000 1999

Restructured $ 169 $ 187
Delinquent 54 12

Total non-accrual investments $ 223 $ 199

(In millions) 2000 1999 1998

Fixed maturities $ (59) $ (17) $ 48
Equity securities 52 19 33
Mortgage loans (12) (1) 14
Real estate 22 3 13
Other 4 4 26

7 8 134
Less income taxes 3 4 46

Net realized investment gains $ 4 $ 4 $ 88 

(In millions) 2000 1999 1998

Separate accounts $ 1,787 $ 2,285 $ 493
Policyholder contracts $ (83) $ 5 $ 98 

(In millions) 2000 1999 1998

Proceeds from sales $ 3,119 $ 3,140 $ 3,532
Gross gains on sales $ 121 $ 89 $ 230
Gross losses on sales $ (109) $ (44) $ (50) 
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Note 6 — Debt

Short-term and long-term debt consisted of the following
at December 31:

CIGNA may issue commercial paper primarily to manage
imbalances between operating cash flows and existing 
commitments, to meet working capital needs, and to take
advantage of current investment opportunities.
Commercial paper borrowing arrangements are supported
by various lines of credit. There was no commercial paper
outstanding as of December 31, 2000 and 1999.

CIGNA’s medium-term notes have original maturity
dates ranging from approximately five to ten years, and
interest rates ranging from 6.6% to 8%. The weighted 
average interest rate on CIGNA’s outstanding medium-
term notes was 7.4% at December 31, 2000, and 8.1% at 
December 31, 1999.

In July 1998, CIGNA completed an offer to exchange its
8.3% Notes due 2023 with 8.3% Step Down Notes due
2033. Holders of approximately $83 million of the notes
due 2023 accepted the offer and tendered their notes.
CIGNA may redeem these notes at any time before 2033, 
at par plus a possible additional redemption payment.
Expenses incurred in connection with the exchange were
not material.

As of December 31, 2000, CIGNA had available approxi-
mately $435 million in committed and uncommitted lines
of credit provided by U.S. and foreign banks. These lines of
credit generally have terms ranging from one to three years
and are paid for with a combination of fees and bank balances.
Interest that CIGNA incurs for using these lines of credit is
negotiated for each individual transaction.

In January 2001, CIGNA issued $250 million of 7%
notes due in 2011. Subsequent to the issuance of these
notes, CIGNA had $750 million remaining under an effective
shelf registration statement filed with the Securities and
Exchange Commission, which may be issued as debt 
securities, equity securities or both. 

Maturities of long-term debt are as follows (in millions):
$146 in 2001, $37 in 2002, $126 in 2003 and the remainder
in years after 2005. 

Interest expense was $104 million in 2000, $116 million
in 1999 and $126 million in 1998.

Note 7 — Common and Preferred Stock

On April 22, 1998, CIGNA’s shareholders approved a
three-for-one common stock split, an increase in the number
of common shares authorized for issuance from 200 million
to 600 million, and a decrease in the par value of common
stock from $1 per share to $0.25 per share. Share and per
share data throughout the financial statements and notes
have been retroactively adjusted for the stock split as though
it had occurred at the beginning of 1998.

In 1997, CIGNA’s Board of Directors adopted a shareholder
rights plan, which will expire on August 4, 2007. The rights
attach to all outstanding shares of common stock, and will
become exercisable if a third party acquires (or announces
that it will acquire) 10% or more of CIGNA’s outstanding
common stock unless CIGNA’s Board of Directors approves
the acquisition. When exercisable, each right entitles its
holder to purchase CIGNA securities at a substantial discount
or, at the discretion of the Board of Directors, to exchange
the rights for CIGNA common stock on a one-for-one basis.
In some cases, a right also entitles its holder to purchase
securities of an acquirer at a substantial discount. CIGNA’s
Board of Directors may authorize the redemption of the
rights for $.0033 each before a third party acquires 10% or
more of CIGNA’s common stock, and thereafter under 
certain circumstances.

CIGNA has authorized a total of 25 million shares of $1
par value preferred stock. No shares of preferred stock were
outstanding at December 31, 2000, 1999 or 1998.

Notes to the Financial Statements

(In millions) 2000 1999

Short-term
Current maturities of long-term debt $ 146 $ 57

Total short-term debt $ 146 $ 57

Long-term
Uncollateralized debt: 

83/4% Notes due 2001 $ — $ 100
7.17% Notes due 2002 25 25
7.4% Notes due 2003 100 100
63/8% Notes due 2006 100 100
7.4% Notes due 2007 300 300
81/4% Notes due 2007 100 100
7.65% Notes due 2023 100 100
8.3% Notes due 2023 17 17 
77/8% Debentures due 2027 300 300
8.3% Step Down Notes due 2033 83 83
Medium-term Notes 37 83

Collateralized debt (principally by real estate) 1 51

Total long-term debt $ 1,163 $ 1,359 (Shares in thousands) 2000 1999 1998

Common: Par value $0.25
600,000 shares authorized

Outstanding—January 1 169,697 205,650 216,996
Issued for stock option

and other benefit plans 1,557 739 1,055

Repurchase of common stock (19,249) (36,692) (12,401)

Outstanding—December 31 152,005 169,697 205,650
Treasury shares 116,903 97,149 59,530

Issued—December 31 268,908 266,846 265,180 
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Note 8 — Shareholders’ Equity and Dividend
Restrictions

State insurance departments that regulate CIGNA’s 
insurance subsidiaries prescribe accounting practices (which
differ in some respects from generally accepted accounting
principles) to determine statutory net income and surplus. 

CIGNA’s life insurance subsidiaries’ statutory net income
for the year ended, and surplus as of, December 31 were as
follows:

CIGNA’s insurance subsidiaries are subject to regulatory
restrictions that limit the amount of annual dividends or
other distributions (such as loans or cash advances) insurance
companies may extend to their shareholders without prior
approval of regulatory authorities. The maximum dividend
distribution that CIGNA’s insurance subsidiaries may make
during 2001 without prior approval is approximately
$690 million. The amount of net assets which cannot be
distributed without prior approval as of December 31, 2000
was approximately $4.3 billion.

Note 9 — Income Taxes

CIGNA’s net deferred tax assets of $1.2 billion as of
December 31, 2000 and 1999, reflect management’s
belief that CIGNA’s taxable income in future years will be
sufficient to realize the net deferred tax assets. This 
determination is based on CIGNA’s earnings history and
future expectations.

The valuation allowance at December 31, 2000 was $91
million, reflecting a $1 million decrease during 2000. The
valuation allowance reflects management’s assessment as to
whether deferred tax assets will be realizable.

Through 1983, a portion of CIGNA’s life insurance 
subsidiaries’ statutory income was not subject to current
income taxation, but was accumulated in a designated 
policyholders’ surplus account. Additions to the account
were no longer permitted beginning in 1984. CIGNA’s
existing account balance of $450 million would result in a
$158 million tax liability only if it were distributed or treated
as distributed to shareholders as defined by the Internal
Revenue Code. CIGNA has not provided taxes on this
amount because management believes it is remote that
conditions requiring taxation will be met.

CIGNA’s federal income tax returns are routinely audited
by the Internal Revenue Service (IRS). During 2000, the IRS
completed a review of CIGNA’s consolidated federal tax
returns for the years 1994 through 1996. The settlement of
the audit had no material effect on earnings. In manage-
ment’s opinion, adequate tax liabilities have been estab-
lished for all years. 

The tax effect of the temporary differences that create
deferred income tax assets and liabilities as of December 31
were as follows:

Current income taxes payable were $73 million as of
December 31, 2000, and $22 million as of December 31, 1999.

The components of income taxes for the year ended
December 31 were as follows:

(In millions) 2000 1999 1998

Net income $ 726 $ 937 $ 947
Surplus $ 3,052 $ 3,166 $ 2,858 

(In millions) 2000 1999

Deferred tax assets
Employee and retiree benefit plans $ 469 $ 430
Investments, net 323 317
Other insurance and contractholder liabilities 396 312
Deferred gains on sales of businesses 251 235
Policy acquisition expenses 156 175
Bad debt expense 19 22
Other 22 4

Deferred tax assets before valuation allowance 1,636 1,495
Valuation allowance for deferred tax assets (91) (92)

Deferred tax assets, net of valuation allowance 1,545 1,403

Deferred tax liabilities
Depreciation and amortization 185 169
Unrealized appreciation on investments 155 77
Other 6 1

Total deferred tax liabilities 346 247

Net deferred income tax assets $ 1,199 $ 1,156 

(In millions) 2000 1999 1998

Current taxes
U.S. income $ 551 $ 418 $ 772
Foreign income 8 24 27
State income 24 31 40

583 473 839
Deferred taxes (benefits)
U.S. income (67) 51 (145)
Foreign income (1) — (11) 
State income (5) (4) (11)

(73) 47 (167)

Total income taxes $ 510 $ 520 $ 672 
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Total income taxes for the year ended December 31 were
different from the amount computed using the nominal
federal income tax rate of 35% for the following reasons:

Note 10 — Pension and Other Postretirement
Benefit Plans

A. Pension and Other Postretirement Benefit Plans

CIGNA and certain of its subsidiaries provide pension,
health care and life insurance benefits to eligible retired
employees, spouses and other eligible dependents through
various plans.

The following table summarizes the obligations and
assets related to these plans as of, and for the year ended,
December 31:

Notes to the Financial Statements

(In millions) 2000 1999 1998

Tax expense at nominal rate $ 524 $ 427 $ 650
Tax-exempt interest income (24) (17) (14)
Dividends received deduction (17) (11) (12)
Amortization of goodwill 15 18 17
State income tax (net of

federal income tax benefit) 12 17 18
Change in valuation allowance (1) 86 —
Other 1 — 13

Total income taxes $ 510 $ 520 $ 672 

Other
Postretirement

Pension Benefits Benefits

(In millions) 2000 1999 2000 1999

Change in benefit
obligation

Benefit obligation,
January 1 $ 2,484 $ 3,086 $ 451 $ 469

Service cost 80 93 3 5
Interest cost 196 195 39 33
(Gain) loss from past

experience 200 (353) 71 34
Benefits paid from

plan assets (159) (185) (10) (16)
Benefits paid—other (39) (22) (30) (27)
Divestiture — (305) — (21)
Amendments (6) — — (26)
Other — (25) — —

Benefit obligation,
December 31 2,756 2,484 524 451

Change in plan assets
Fair value of plan assets,

January 1 3,267 2,922 48 64
Actual return on plan assets (220) 653 3 —
Employer contributions 3 10 — —
Benefits paid (159) (185) (10) (16)
Divestiture — (130) — —
Other (1) (3) — —

Fair value of plan assets,
December 31 2,890 3,267 41 48

Net benefit obligation (asset) (134) (783) 483 403
Unrecognized net gain from

past experience 238 880 87 167
Unrecognized prior 

service cost 7 — 187 198
Unamortized SFAS 87

transition asset 1 10 — —

Net amount recognized in
the balance sheet $ 112 $ 107 $ 757 $ 768

Accrued benefit liability $ 243 $ 144 $ 757 $ 768
Intangible asset (14) (37) — —
Accumulated other

comprehensive income
(after-tax $76) (117) — — —

Net amount recognized in
the balance sheet $ 112 $ 107 $ 757 $ 768 
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The 1999 sale of the property and casualty business
resulted in $150 million of gain from pension benefits and
$46 million of gain from other postretirement benefits,
which were reported as part of the gain on sale. 

Pensions. As of December 31, 2000, pension plans with
accumulated benefits exceeding assets had projected benefit
obligations of $353 million and related assets at fair value
of $27 million. As of December 31, 1999, such plans had
projected benefit obligations of $181 million and related
assets at fair value of $16 million. The accumulated benefit
obligation related to these plans was $260 million at
December 31, 2000 and $142 million at December 31, 1999.

CIGNA funds the pension plans at least at the minimum
amount required by the Employee Retirement Income
Security Act of 1974 (ERISA). Substantially all pension plan
assets are invested in the separate accounts of Connecticut
General Life Insurance Company (CGLIC) and Life
Insurance Company of North America, which are CIGNA
subsidiaries, or immediate participation guaranteed invest-
ment contracts issued by CGLIC. Plan assets also include
292,500 shares of CIGNA common stock with a market
value of $39 million at December 31, 2000, and $24 million
at December 31, 1999.

Components of net pension cost, excluding the amount
recognized as part of the gain on sale noted above, for the
year ended December 31 were as follows:

Other Postretirement Benefits. Unfunded retiree health
benefit plans had accumulated benefit obligations of
$391 million at December 31, 2000, and $333 million at
December 31, 1999. At the end of 2000, retiree life insur-
ance plans with accumulated benefit obligations of
$133 million were partially funded with plan assets of
$41 million, compared with accumulated benefit obliga-
tions of $118 million (partially funded with plan assets of
$48 million) at the end of 1999. These plan assets were
invested in the general account of CGLIC.

Components of net other postretirement benefit cost,
excluding the amount recognized as part of the gain on
sale noted above, for the year ended December 31 were as
follows:

The estimated rate of future increases in the per capita
cost of health care benefits was 8.5%, decreasing to 5.5%
over six years. This estimate reflects CIGNA’s current claim
experience and management’s estimate that rates of
growth will decline in the future. A 1% increase or decrease
in the estimated rate would change 2000 reported amounts
as follows:

Assumptions for Pension and Other Postretirement
Plans. Management determined the projected pension 
benefit obligation and the accumulated other postretirement
benefit obligation based on the following weighted average
assumptions at December 31:

(In millions) 2000 1999 1998

Service cost $ 80 $ 93 $ 106
Interest cost 196 195 191
Expected return on plan assets (224) (213) (208)
Amortization of:

Net loss from past experience 4 8 4
Prior service cost 1 2 4
SFAS 87 transition asset (9) (10) (10)

Net pension cost $ 48 $ 75 $ 87 

2000 1999 1998

Discount rate 7.5% 8% 6.75%
Expected return on plan assets:

Projected pension benefit obligation 9% 9% 9%
Accumulated other postretirement

benefit obligation 7% 7% 7%
Expected rate of compensation

increase: 
Projected pension benefit obligation 5.2% 5.1% 5.1%
Accumulated other postretirement

benefit obligation 4.5% 4.5% 4.5%

(In millions) Increase Decrease

Effect on total service and interest cost $ 2 $ (2)
Effect on postretirement benefit obligation $ 24 $ (26)

(In millions) 2000 1999 1998

Service cost $ 3 $ 5 $ 4
Interest cost 39 33 31
Expected return on plan assets (3) (4) (4)
Amortization of:

Net gain from past experience (4) (9) (10)
Prior service cost (16) (15) (17)

Net other postretirement
benefit cost $ 19 $ 10 $ 4
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B. 401(k) Plans

CIGNA sponsors several 401(k) plans in which CIGNA
matches a portion of employees’ pre-tax contributions.
Participants may invest in CIGNA common stock, several
diversified stock funds, a bond fund and a fixed-income
fund. 

CIGNA may elect to increase its matching contributions
if CIGNA’s annual performance meets certain targets. A
substantial amount of CIGNA’s matching contributions are
invested in CIGNA common stock. CIGNA’s expense for
these plans was $47 million for 2000, $45 million for 1999
and $51 million for 1998.

Note 11 — Employee Incentive Plans

The People Resources Committee of the Board of
Directors awards stock options and restricted stock to
employees. Other authorized types of stock-based awards,
which have been used to a very limited extent, include
common stock issued instead of cash compensation and
stock appreciation rights issued with stock options.
Dividend equivalent rights are also authorized, but have
not been issued.

CIGNA had the following number of shares of common
stock available for award at December 31: 17.1 million in
2000, 10.4 million in 1999 and 12.7 million in 1998.

Stock options. CIGNA awards options to purchase
CIGNA common stock at the market price of the stock on
the grant date. Options vest over periods ranging from one
to five years and expire no later than 10 years after the
grant date. 

When senior executives use shares of CIGNA common
stock in lieu of cash to exercise outstanding options,
CIGNA issues replacement options equal to the number of
shares used. Like ordinary options, replacement options are
exercisable at the market price of CIGNA common stock on
their grant date. Replacement options vest six months after
the grant date and expire on the expiration date of the
original option.

The table below shows the status of, and changes in,
common stock options during the last three years:

The number of expired or canceled options increased in
1999 because options held by employees of the sold property
and casualty business were canceled.

The following table summarizes the range of exercise
prices for outstanding common stock options at
December 31, 2000:

Notes to the Financial Statements

(Options in thousands) 2000 1999 1998

Weighted Weighted Weighted
Average Average Average

Options Exercise Price Options Exercise Price Options Exercise Price

Outstanding—January 1 10,763 $ 68.37 10,979 $ 56.70 10,035 $ 50.70
Granted 4,890 $ 82.84 5,115 $ 83.28 4,213 $ 64.01
Exercised (3,257) $ 63.03 (3,247) $ 52.65 (2,939) $ 46.12
Expired or canceled (540) $ 78.62 (2,084) $ 67.99 (330) $ 61.80

Outstanding—December 31 11,856 $ 75.34 10,763 $ 68.37 10,979 $ 56.70

Options exercisable at year-end 4,037 $ 70.42 4,721 $ 63.91 4,397 $ 53.35 

Range of Exercise Prices

$ 13.14 $ 80.00 $ 100.00
to to to

(Options in thousands) $ 79.99 $ 99.99 $ 131.50

Options outstanding 7,085 3,774 997
Weighted average remaining

contractual life (years) 7.3 7.1 5.9
Weighted average exercise price $ 64.82 $ 84.91 $ 113.87
Options exercisable 2,114 1,550 373
Weighted average exercise price $ 52.27 $ 87.78 $ 101.15
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The weighted average fair value of options granted under
employee incentive plans was $19.35 for 2000, $17.54 for
1999 and $13.87 for 1998, using the Black-Scholes option-
pricing model and the following assumptions:

CIGNA does not record compensation expense related to
stock options because their exercise price is equal to the
market price of CIGNA common stock at the grant date. If
CIGNA had recorded compensation expense for stock
options based on their fair value at the grant date using the
Black-Scholes option-pricing model, net income would
have been reduced by $42 million in 2000, $39 million in
1999 and $30 million in 1998. Diluted earnings per share
would have been reduced by $0.23 in 2000, $0.17 in 1999
and $0.14 in 1998.

Restricted stock. CIGNA makes restricted stock grants
with vesting periods ranging from three to five years.
Recipients are entitled to receive dividends and to vote dur-
ing the vesting period, but forfeit their awards if their
employment terminates before the vesting date. Grants of
restricted shares of CIGNA common stock were as follows:

Compensation cost related to these grants was $15 mil-
lion in 2000, $17 million in 1999 and $14 million in 1998.
At the end of 2000, approximately 1,900 employees held
1.2 million restricted shares.

Note 12 — Earnings Per Share

Basic and diluted earnings per share (EPS) for income
from continuing operations are computed as follows for the
year ended December 31:

Note 13 — Reinsurance

In the normal course of business, CIGNA’s insurance
subsidiaries enter into agreements with other insurance
companies to assume and cede reinsurance. Reinsurance is
ceded primarily to limit losses from large exposures and to
permit recovery of a portion of direct losses. Reinsurance
does not relieve the originating insurer of liability. CIGNA
evaluates the financial condition of its reinsurers and 
monitors their concentrations of credit risk to confirm that
CIGNA and its reinsurers are not unduly exposed to risk in
the same geographic regions or industries.

2000 1999 1998

Dividend yield 1.5% 1.6% 1.7%
Expected volatility 26.2% 26.0% 25.9% 
Risk-free interest rate 6.3% 4.9% 5.5%
Expected option life 3 years 3 years 3 years

(Shares in thousands) 2000 1999 1998

Shares granted 405 403 457
Weighted average fair

value per share $ 76.29 $ 80.51 $ 62.91

(Dollars in millions, Effect of
except per share amounts) Basic Dilution Diluted

2000

Income from
continuing operations $ 987 $ — $ 987

Shares (in thousands):
Weighted average 159,810 — 159,810
Options and restricted

stock grants 2,575 2,575

Total shares 159,810 2,575 162,385

EPS $ 6.18 $ (0.10) $ 6.08

1999

Income from
continuing operations $ 699 $ — $ 699

Shares (in thousands):
Weighted average 194,609 — 194,609
Options and restricted

stock grants 2,639 2,639

Total shares 194,609 2,639 197,248

EPS $ 3.59 $ (0.05) $ 3.54

1998

Income from
continuing operations $ 1,186 $ — $ 1,186

Shares (in thousands):
Weighted average 210,948 — 210,948
Options and restricted

stock grants 2,499 2,499

Total shares 210,948 2,499 213,447

EPS $ 5.62 $ (0.06) $ 5.56 
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Individual Life and Annuity Reinsurance. As of
December 31, 2000, CIGNA had a reinsurance recoverable
of $5.9 billion from Lincoln National Corporation that
arose from the 1998 sale of CIGNA’s individual life insurance
and annuity business to Lincoln through an indemnity
reinsurance transaction. See Note 3 for information about
this sale. 

Unicover and London Reinsurance. The run-off reinsur-
ance operations includes approximately a 35% share in the
primary layer of a workers’ compensation reinsurance pool,
which was formerly managed by Unicover Managers, Inc.
The pool had obtained reinsurance for a significant portion
of its exposure to claims, but disputes have arisen regarding
this reinsurance (retrocessional) coverage. The retrocessionaires
have commenced arbitration in the United States against
Unicover and the pool members, seeking rescission or
damages. In addition, two of the retrocessionaires have
commenced a separate arbitration in the United Kingdom
asserting that CIGNA provides additional retrocessional
coverage to them, which CIGNA denies. 

CIGNA has also ceded other reinsurance business in the
London market. Some retrocessionaires are disputing the
validity of these reinsurance contracts with CIGNA.
Arbitration over some of these disputes has commenced. 

Resolution of these matters is likely to take some time
and the outcomes are uncertain. If some or all of the
arbitration results are unfavorable, CIGNA could incur losses
material to its consolidated results of operations. However,
management does not expect these outcomes to have a
material adverse effect on CIGNA’s liquidity or financial
condition.

Other Reinsurance. CIGNA could have losses if reinsurers
fail to indemnify CIGNA on other reinsurance arrangements,
whether because of reinsurer insolvencies or contract disputes.
However, management does not expect charges for other
unrecoverable reinsurance to have a material effect on
CIGNA’s results of operations, liquidity or financial condition.

Effects of Reinsurance. In CIGNA’s consolidated income
statements, premiums and fees were net of ceded premiums,
and benefits, losses and settlement expenses were net of
reinsurance recoveries, in the following amounts:

The effects of reinsurance on written premiums and fees
for short-duration contracts were not materially different
from the recognized premium and fees amounts shown in
the above table.

Note 14 — Leases and Rentals

Rental expenses for operating leases, principally for
office space, amounted to $134 million in 2000, $143 million
in 1999 and $125 million in 1998.

As of December 31, 2000, future net minimum rental
payments under non-cancelable operating leases were
approximately $669 million, payable as follows (in millions):
$133 in 2001, $111 in 2002, $98 in 2003, $82 in 2004, 
$71 in 2005 and $174 thereafter.

Notes to the Financial Statements

(In millions) 2000 1999 1998

Premiums and fees
Short-duration contracts: 

Direct $ 13,305 $ 12,008 $ 10,691
Assumed 452 566 492
Ceded (215) (312) (349)

13,542 12,262 10,834

Long-duration contracts: 
Direct 2,754 2,731 2,797
Assumed 721 654 594
Ceded:

Individual life insurance and
annuity business sold (461) (462) (557)

Other (228) (156) (166)

2,786 2,767 2,668

Total premiums and fees $ 16,328 $ 15,029 $ 13,502

Reinsurance recoveries
Individual life insurance

and annuity business sold $ 308 $ 362 $ 424
Other 261 323 325

Total $ 569 $ 685 $ 749 
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Note 15 — Segment Information

Operating segments generally reflect groups of related
products, but the International Life, Health and Employee
Benefits segment is based on geography. CIGNA’s operations
are not materially dependent on one or a few customers,
brokers or agents. 

CIGNA presents segment information as follows:

Employee Health Care, Life and Disability Benefits,
which combines CIGNA’s Health Care and Group Insurance
segments, offers a range of indemnity group health and
managed care products and services through guaranteed
cost, experience-rated and alternative funding arrangements
such as administrative services only and minimum premium
plans. This segment also offers group life and disability 
coverages.

Employee Retirement Benefits and Investment Services
provides investment products and professional services 
primarily to sponsors of qualified pension, profit sharing
and retirement savings plans. This segment also provides
certain corporate and variable life insurance products.

International Life, Health and Employee Benefits 
provides life, accident, health and employee benefits (group
life, health and pension) coverages and services, primarily
outside the United States.

CIGNA also reports results in two other categories.

Other Operations includes:

• as discussed in Acquisitions and Dispositions on pages
40-41, the deferred gains recognized from: 
• the 1998 sale of the individual life insurance and

annuity business; and
• the 2000 sale of certain reinsurance operations; 

• corporate life insurance on which policy loans are 
outstanding (leveraged corporate life insurance);

• reinsurance operations (consisting of the sold reinsur-
ance operations prior to the date of sale and the 
run-off reinsurance business); 

• settlement annuity business; and
• certain investment management services initiatives.

Corporate reflects amounts not allocated to segments,
such as interest expense on corporate debt, net investment
income on unallocated investments, intersegment eliminations
and certain corporate overhead expenses (for years prior to
2000, includes overhead expenses previously allocated to
the property and casualty business, see “Segment reporting
changes” below).

CIGNA measures the financial results of its segments
using operating income (which is net income excluding
after-tax realized investment results and the results of
discontinued operations). In 1999, operating income also
excluded the cumulative effect of adopting SOP 97-3 (see
Note 2(B)). CIGNA determines operating income for each
segment consistent with the accounting policies for the
consolidated financial statements, except that amounts
included in Corporate as discussed above are not allocated
to segments. CIGNA allocates other corporate general,
administrative and systems expenses on systematic bases.
Income taxes are generally computed as if each segment
were filing separate income tax returns.

Segment reporting changes. Beginning January 1, 2000,
CIGNA made the following segment reporting changes:

• CIGNA combined the operations of a new business 
initiative (the results of which had been previously
reported in Other Operations) with a business that is
reported in the Employee Health Care, Life and
Disability Benefits segment. Prior periods have been
reclassified to conform to this presentation.

• Prior to 2000, corporate overhead expenses that would
have been allocated to the property and casualty 
business had that business not been sold were reported
in Corporate. Effective January 1, 2000, this overhead
was allocated to the operating segments. After-tax
charges of $32 million in 1999 and $31 million in 1998
would have been allocated to the operating segments if
CIGNA had applied this allocation methodology in
those earlier years. Most of those amounts would have
been charged to the Employee Health Care, Life and
Disability Benefits segment.



(In millions) 2000 1999 1998

Corporate
Other revenues and

eliminations $ (59) $ (59) $ (42)
Net investment income 49 78 27

Segment revenues $ (10) $ 19 $ (15)
Income tax benefits $ (16) $ (33) $ (39)
Operating loss $ (58) $ (78) $ (97)
Invested assets $ 2 $ 732 $ 3

Realized Investment Gains
Realized investment gains $ 7 $ 8 $ 134
Income taxes 3 4 46

Realized investment gains,
net of taxes $ 4 $ 4 $ 88

Total
Premiums and fees

and other revenues $ 17,045 $ 15,759 $ 14,449
Net investment income 2,942 2,959 3,115
Realized investment gains 7 8 134

Total revenues $ 19,994 $ 18,726 $ 17,698
Income taxes $ 510 $ 520 $ 672
Operating income from

continuing operations $ 983 $ 695 $ 1,098
Realized investment gains,

net of taxes 4 4 88

Income from continuing operations $ 987 $ 699 $ 1,186

Assets under management
Invested assets $ 39,808 $ 38,905 $ 42,054
Separate account assets 37,016 39,183 34,430

Total $ 76,824 $ 78,088 $ 76,484 
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Summarized segment financial information for the year
ended and as of December 31 was as follows:

Notes to the Financial Statements

(In millions) 2000 1999 1998

Employee Health Care, Life and
Disability Benefits

Premiums and fees and
other revenues $ 14,006 $ 12,931 $ 11,895

Net investment income 606 571 589

Segment revenues $ 14,612 $ 13,502 $ 12,484
Income taxes $ 416 $ 385 $ 353
Operating income $ 762 $ 711 $ 601
Assets under management:

Invested assets $ 8,350 $ 7,864 $ 8,388
Separate account assets 1,943 2,038 1,702

Total $ 10,293 $ 9,902 $ 10,090

Employee Retirement Benefits
and Investment Services

Premiums and fees and
other revenues $ 350 $ 325 $ 303

Net investment income 1,617 1,605 1,613

Segment revenues $ 1,967 $ 1,930 $ 1,916
Income taxes $ 103 $ 128 $ 117
Operating income $ 257 $ 265 $ 248
Assets under management:

Invested assets $ 21,246 $ 20,361 $ 20,921
Separate account assets 33,059 34,052 30,340

Total $ 54,305 $ 54,413 $ 51,261

International Life, Health and
Employee Benefits

Premiums and fees and
other revenues $ 2,046 $ 1,713 $ 1,231

Net investment income 148 124 115

Segment revenues $ 2,194 $ 1,837 $ 1,346
Income taxes (benefits) $ 26 $ (37) $ 20
Equity in net loss of investees $ (4) $ (360) $ (18)
Operating income (loss) $ 48 $ (342) $ 17
Assets under management:

Invested assets $ 3,644 $ 3,422 $ 2,774
Separate account assets 134 142 93

Total $ 3,778 $ 3,564 $ 2,867

Other Operations
Premiums and fees and

other revenues $ 702 $ 849 $ 1,062
Net investment income 522 581 771

Segment revenues $ 1,224 $ 1,430 $ 1,833
Income taxes (benefits) $ (22) $ 73 $ 175
Operating income (loss) $ (26) $ 139 $ 329
Assets under management:

Invested assets $ 6,566 $ 6,526 $ 9,968
Separate account assets 1,880 2,951 2,295

Total $ 8,446 $ 9,477 $ 12,263 

(In millions) 2000 1999 1998

Health Maintenance Organizations $ 6,736 $ 6,393 $ 5,971
Medical and Dental Indemnity 4,396 3,722 3,195
Group Life 1,828 1,861 1,813
Other 4,085 3,783 3,470

Total $ 17,045 $ 15,759 $ 14,449 

Premiums and fees and other revenues by product type
were as follows for the year ended December 31:
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Note 16 — Foreign Operations

CIGNA provides international life, accident, health and
employee benefits insurance coverages on a direct and 
reinsured basis, primarily through the International Life,
Health and Employee Benefits segment in Japan, Latin
America, the Pacific region and Europe.

In 2000, the net translation of foreign currencies included
in accumulated other comprehensive income decreased by
$14 million (including taxes of $7 million), compared to an
increase of $132 million (including a tax benefit of $75 million)
in 1999, and an increase of $12 million (including taxes of
$7 million) in 1998.

Premiums and fees and other revenues by geographic
region for the year ended December 31 were as follows:

CIGNA’s aggregate foreign exchange transaction losses
and foreign long-lived assets for the year ended and as of
December 31, 2000, 1999 and 1998 were not material.

Note 17 — Contingencies

A. Financial Guarantees

CIGNA, through its subsidiaries, is contingently liable
for financial guarantees provided in the ordinary course of
business. 

CIGNA guarantees a minimum level of benefits for certain
separate account contracts. If assets in these separate
accounts are insufficient to fund minimum policy benefits,
CIGNA is obligated to pay the difference. As of
December 31, 2000, CIGNA guaranteed minimum benefits
of $4.7 billion for separate account contracts, compared to
$4.9 billion at the end of 1999.

CIGNA establishes a liability if management believes
that CIGNA will be required to make a payment under a
separate account contract guarantee. No such liabilities
were required as of December 31, 2000 or 1999. If CIGNA
becomes obligated to make payments as a result of these
guarantees, those obligations may adversely affect CIGNA’s
results of operations in future periods. However, management
does not expect these guarantee obligations to have a material
adverse effect on CIGNA’s liquidity or financial condition.

The management fee that CIGNA charges to separate
accounts includes a guarantee fee. These fees are recognized
in income as earned.

B. Regulatory and Industry Developments

CIGNA’s businesses are subject to a changing social, 
economic, legal, legislative and regulatory environment.
Some of the more significant current issues that may affect
CIGNA’s businesses include:

• initiatives to increase health care regulation; 
• efforts to expand tort liability of health plans;
• lawsuits targeting many health care companies, 

including CIGNA;
• initiatives to restrict insurance pricing and the 

application of underwriting standards; and
• efforts to revise federal tax laws.

Health care regulation. Efforts continue in the federal
and state legislatures and in the courts to increase regulation
of the health care industry and change its operational
practices. Regulatory and operational changes could have
an adverse effect on CIGNA’s health care operations if they
reduce marketplace competition and innovation or result
in increased medical or administrative costs without
improving the quality of care. Debate at the federal level
over “managed care reform” and “patients’ bill of rights”
legislation is expected to continue. 

Final privacy regulations under the Health Insurance
Portability and Accountability Act of 1996 were issued 
in December 2000 but have been re-opened for public 
comment and possible revision. The regulations cover all
aspects of the health care delivery system and address the
use and disclosure of personally identifiable health care
information. Compliance with the currently issued 
privacy regulations is required by mid-2003, and would
require significant systems enhancements, training and
administrative efforts.

(In millions) 2000 1999 1998

Domestic $ 15,030 $ 14,036 $ 13,152
Foreign 2,015 1,723 1,297

Total $ 17,045 $ 15,759 $ 14,449 
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Other regulatory changes that have been under consid-
eration and that could have an adverse effect on CIGNA’s
health care operations include:

• mandated benefits or services that increase costs without
improving the quality of care;

• narrowing of the Employee Retirement Income Security
Act of 1974 (ERISA) preemption of state tort laws;

• changes in ERISA regulations imposing increased 
administrative burdens and costs;

• restrictions on the use of prescription drug formularies; 
• privacy legislation that interferes with the proper use of

medical information for research, coordination of med-
ical care and disease management; and

• proposed legislation that would exempt independent
physicians from the antitrust laws.

The health care industry is under increasing scrutiny by
various state and federal government agencies and may be
subject to government efforts to bring criminal actions in
circumstances that would previously have given rise only to
civil or administrative proceedings.

Tax benefits for corporate life insurance. In 1996,
Congress passed legislation implementing a three-year
phase-out period for tax deductibility of policy loan interest
for most leveraged corporate life insurance products. As a
result, management expects revenues and operating income
associated with these products to decline. In 2000, revenues
of $298 million and operating income of $36 million were
from products affected by this legislation.

Risk-based capital guidelines. In 1998, the National
Association of Insurance Commissioners (NAIC) adopted
risk-based capital guidelines for health maintenance 
organizations (HMOs). States in which CIGNA’s HMO 
subsidiaries are domiciled have begun to implement these
guidelines. CIGNA expects its HMO subsidiaries to continue
to be adequately capitalized under the new standards.

Statutory accounting principles. In 1998, the NAIC
adopted standardized statutory accounting principles.
Certain states in which CIGNA’s insurance subsidiaries are
domiciled have adopted these principles effective as of
January 1, 2001. CIGNA does not expect the implementation
of these principles to materially impact the ability of
CIGNA’s insurance companies to make dividend payments
(or other distributions) to CIGNA Corporation or to affect
their capacity to meet obligations under insurance policies.

Insolvency funds. Many states maintain funds to pay
the obligations of insolvent insurance companies.
Regulators finance these funds by imposing assessments
against insurance companies operating in the state. In
some states, insurance companies can recover a portion of
these assessments through a reduction in future premium
taxes. CIGNA’s insurance and HMO subsidiaries recorded
pre-tax charges for continuing operations of $20 million for
2000, $8 million for 1999, and $18 million for 1998, before
giving effect to future premium tax recoveries, for insolvency
fund and other insurance-related assessments that can be
reasonably estimated. 

In addition, as discussed in Note 2(B) under “Recent
Accounting Pronouncements,” CIGNA recorded a $91 million
reduction of net income in the first quarter of 1999 to
reflect the effect of implementing SOP 97-3 for insurance-
related assessments. Most of this charge related to the 
property and casualty business, which was sold in 1999. 

C. Class Action Lawsuits and Other Litigation

CIGNA and several health care industry competitors are
defendants in proposed class action lawsuits. These lawsuits
allege violations under RICO and ERISA. In addition,
CIGNA is routinely involved in numerous lawsuits arising,
for the most part, in the ordinary course of the business of
administering and insuring employee benefit programs.
The outcome of litigation is always uncertain. With the
exception of certain reinsurance arbitration proceedings
(the possible results of which are discussed on page 53),
CIGNA does not believe that any legal proceedings currently
threatened or pending involving CIGNA will result in losses
that would be material to results of operations, liquidity or
financial condition. 

Notes to the Financial Statements
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CIGNA’s management is responsible for the consolidated
financial statements and all other information presented 
in this Annual Report. The financial statements have been
prepared in conformity with generally accepted accounting
principles, determined by management to be appropriate,
and include amounts based on management’s informed
estimates and judgments. Financial information presented
elsewhere in this Annual Report is consistent with the
financial statements. The appropriateness of data 
underlying such financial information is monitored
through internal accounting controls, internal auditors,
independent accountants, and the Board of Directors 
acting through an Audit Committee.

CIGNA maintains a system of internal accounting 
controls designed to reasonably assure the integrity and
reliability of financial reporting and to provide reasonable
assurance to management and the Board of Directors that
assets are safeguarded and that transactions are executed 
in accordance with management’s authorization and
recorded properly. CIGNA implements and enforces 
internal accounting controls by selecting and training 
qualified personnel, by appropriately segregating responsi-
bilities, and by communicating written policies and 
procedures broadly throughout the company. 

In its corporate policy addressing business ethics,
CIGNA states its intention to achieve the highest level of
legal and ethical standards in the conduct of its business
activities. Management provides employees with a copy of
this policy. Signed statements are obtained annually from
officers, certain other employees and directors attesting to
their review of, and compliance with, CIGNA’s business
ethics policy. 

The Audit Committee of the Board of Directors reviews
and reports to the full Board on the appropriateness of
CIGNA’s accounting policies, the adequacy of CIGNA’s
financial controls and the reliability of financial information
reported to the public. The Committee is composed solely
of directors who are not employees of CIGNA. Ongoing
Committee activities include reviewing reports of manage-
ment, internal auditors and the independent accountants
regarding accounting policies and practices, audit results
and internal accounting controls, and assessing CIGNA’s
relationship with its independent accountants, including
their independence. The Committee has direct access to the
internal auditors and independent accountants and meets
with them without management in attendance. 

The consolidated financial statements have been 
audited by CIGNA’s independent accountants,
PricewaterhouseCoopers LLP, in accordance with generally
accepted auditing standards, and have been reviewed by the
Audit Committee of the Board of Directors.
PricewaterhouseCoopers LLP’s audit included an evaluation of
CIGNA’s internal accounting control structure to the extent
necessary to determine the audit procedures required to
express an opinion on the consolidated financial statements. 

Management reviews recommendations of the internal
auditors and independent accountants concerning the 
system of internal accounting controls, and responds to
such recommendations with corrective actions, as appropri-
ate. Management believes that, as of December 31, 2000,
the system of internal accounting controls is adequate to
provide the reasonable assurances discussed herein and that
there are no material deficiencies in the design or operation
of the system of internal accounting controls. 

Report of Management

TO THE BOARD OF DIRECTORS 
AND SHAREHOLDERS OF CIGNA CORPORATION

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of income, 
comprehensive income and changes in shareholders’ equity and cash flows present fairly, in all material respects, the financial
position of CIGNA Corporation and its subsidiaries (the Company) at December 31, 2000 and 1999, and the results of their
operations and their cash flows for each of the three years in the period ended December 31, 2000, in conformity with
accounting principles generally accepted in the United States of America. These financial statements are the responsibility
of the Company’s management; our responsibility is to express an opinion on these financial statements based on our
audits. We conducted our audits of these statements in accordance with auditing standards generally accepted in the
United States of America, which require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence support-
ing the amounts and disclosures in the financial statements, assessing the accounting principles used and significant esti-
mates made by management, and evaluating the overall financial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion.

Philadelphia, Pennsylvania
February 8, 2001

Report of Independent Accountants



59

The following unaudited quarterly financial data are presented on a consolidated basis for each of the years ended
December 31, 2000 and 1999.

Quarterly financial results necessarily rely heavily on estimates. This and certain other factors, such as the seasonal
nature of portions of the insurance business, suggest the need to exercise caution in drawing specific conclusions from quarterly
consolidated results.

(In millions, except per share amounts) Three Months Ended

March 31 June 30 Sept. 30 Dec. 31

Consolidated Results
2000(1)

Total revenues $ 4,891 $ 4,971 $ 5,026 $ 5,106
Income before income taxes 420 246 430 401
Net income 271 161 278 277
Net income per share:

Basic 1.61 1.00 1.78 1.80
Diluted 1.60 .99 1.74 1.76

1999(2)

Total revenues from continuing operations $ 4,510 $ 4,690 $ 4,689 $ 4,837
Income (loss) from continuing operations 
before income taxes 368 469 (63) 445

Income (loss) from continuing operations 236 303 (132) 292
Income (loss) from discontinued operations 43 (71) 1,194 —
Income before cumulative effect of accounting change 279 232 1,062 292
Cumulative effect of accounting change (91) — — —
Net income 188 232 1,062 292
Earnings per share from income before
cumulative effect of accounting change:(3)

Basic 1.36 1.15 5.44 1.65
Diluted 1.34 1.13 5.44 1.63

Stock and Dividend Data
2000
Price range of common stock — high $ 85.63 $ 99.50 $ 106.00 $ 136.75

— low $ 60.75 $ 73.38 $ 86.88 $ 104.05

Dividends declared per common share $ .31 $ .31 $ .31 $ .31

1999
Price range of common stock — high $ 86.50 $ 98.63 $ 94.38 $ 87.25

— low $ 73.56 $ 81.25 $ 74.50 $ 63.44

Dividends declared per common share $ .30 $ .30 $ .30 $ .30 

(1) The second quarter of 2000 includes after-tax charges of $127 million for the retained reinsurance businesses (including CIGNA’s accident, 
domestic health, international life and health, and specialty life reinsurance businesses). 

(2) The third quarter of 1999 includes an after-tax gain of $1.2 billion from the sale of the property and casualty business, an after-tax charge of
$400 million attributable to certain Brazilian investments and an after-tax charge of $10 million for restructuring costs. The second quarter of
1999 includes an after-tax gain of $43 million from the sale of a partial interest in CIGNA’s Japanese life insurance operation.

(3) In the first quarter of 1999, basic net income per share was $.92 and diluted net income per share was $.91. In all other quarters, net income
per share was the same as earnings per share from income before cumulative effect of accounting change.

Quarterly Financial Data (unaudited)



60

(In millions)

For the years ended December 31, 2000 1999 1998

Revenues from Continuing Operations
Employee Health Care, Life and Disability Benefits
Premiums and fees:

Managed health and dental $ 6,661 $ 6,313 $ 5,942
Medical and dental indemnity 4,090 3,455 2,963
Life 1,764 1,800 1,755
Other 910 835 761

Total premiums and fees 13,425 12,403 11,421
Net investment income 606 571 589
Other revenues 581 528 474
Realized investment gains (losses) 10 (2) 83

Total 14,622 13,500 12,567

Employee Retirement Benefits and Investment Services
Premiums and fees 350 325 303
Net investment income 1,617 1,605 1,613
Realized investment gains (losses) (1) 11 38

Total 1,966 1,941 1,954

International Life, Health and Employee Benefits
Premiums and fees 2,042 1,642 1,227
Net investment income 148 124 115
Other revenues 4 71 4
Realized investment losses — (2) —

Total 2,194 1,835 1,346

Other Operations
Premiums and fees 511 659 551
Net investment income 522 581 771
Other revenues 191 190 511
Realized investment gains (losses) (2) 1 14

Total 1,222 1,431 1,847

Corporate
Net investment income 49 78 27
Other revenues and eliminations (59) (59) (42) 
Realized investment losses — — (1)

Total (10) 19 (16)

Total Consolidated Revenues from Continuing Operations
Premiums and fees 16,328 15,029 13,502
Net investment income 2,942 2,959 3,115
Other revenues 717 730 947
Realized investment gains 7 8 134

Total $ 19,994 $ 18,726 $ 17,698 

Supplementary Financial Information
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(In millions)

For the years ended December 31, 2000 1999 1998

Operating Income (Loss)(1)

Employee Health Care, Life and Disability Benefits:

HMO operations $ 460 $ 401 $ 303
Indemnity operations 302 310 298

Total Employee Health Care, Life and Disability Benefits 762 711 601
Employee Retirement Benefits and Investment Services 257 265 248
International Life, Health and Employee Benefits 48 (342) 17
Other Operations (26) 139 329 
Corporate (58) (78) (97)

Total $ 983 $ 695 $ 1,098

Income (Loss) from Continuing Operations
Employee Health Care, Life and Disability Benefits $ 768 $ 709         $ 655
Employee Retirement Benefits and Investment Services 256 272 273
International Life, Health and Employee Benefits 48 (343) 17
Other Operations (27) 139 338
Corporate (58) (78) (97)

Total $ 987 $ 699 $ 1,186

Segment Statistics
Employee Health Care, Life and Disability Benefits
Adjusted premiums and fees $ 31,207 $ 27,788 $ 24,460
Covered lives (in thousands)

Managed medical 7,234 6,740 6,484
Managed dental 2,833 2,898 2,900 
Medical indemnity (estimated) 7,079 6,617 6,202
Dental indemnity (estimated) 10,246 10,827 10,493

Employee Retirement Benefits and Investment Services
Deposits $ 9,942 $ 8,506 $ 8,015
Assets under management:(2)

Defined contribution $ 30,620 $ 30,576 $ 28,176
Defined benefit 18,370 19,294 19,378
Corporate life insurance 3,725 2,960 2,573
Other, including guaranteed investment contracts 2,439 2,924 2,802

Total $ 55,154 $ 55,754 $ 52,929

(1) Operating income (loss) is defined as net income (loss) excluding after-tax realized investment results and the results of discontinued operations. In 1999,
operating income also excluded the cumulative effect of adopting SOP 97-3 (see Note 2(B) to the Financial Statements).

(2) Assets under management include investment advisory accounts.



Executive Officers

H. EDWARD HANWAY
Chairman and 
Chief Executive Officer

ANDREA ANANIA
Executive Vice President and 
Chief Information Officer

MICHAEL W. BELL
President, CIGNA Group Insurance

THOMAS C. JONES
President, CIGNA Retirement &
Investment Services

TERRY L. KENDALL
President, CIGNA International

DONALD M. LEVINSON
Executive Vice President, Human
Resources and Services

WILLIAM M. PASTORE
President, CIGNA HealthCare

JUDITH E. SOLTZ
Executive Vice President and 
General Counsel

JAMES G. STEWART
Executive Vice President and 
Chief Financial Officer

Senior Vice Presidents

MIKE FERNANDEZ

DAVID B. GERGES
Treasurer

JAMES HOM

JAMES A. SEARS
Chief Accounting Officer

CAROL J. WARD
Corporate Secretary
and Compliance Officer

WILSON H. TAYLOR
Chairman Emeritus

Board of Directors

H. EDWARD HANWAY
Chairman and Chief Executive Officer,
CIGNA Corporation

ROBERT P. BAUMAN
Retired Chief Executive Officer,
SmithKline Beecham plc, 
a manufacturer of pharmaceutical 
and health care products

ROBERT H. CAMPBELL
Retired Chairman and Chief Executive
Officer, Sunoco, Inc., a domestic refiner
and marketer of petroleum products

ALFRED C. DeCRANE, JR.
Retired Chairman of the Board and 
Chief Executive Officer, Texaco Inc., 
an integrated oil, gas and chemical 
manufacturer

PETER N. LARSON
Retired Chairman and Chief Executive
Officer, Brunswick Corporation, 
a producer of recreational consumer 
products

JOSEPH NEUBAUER
Chairman and Chief Executive Officer,
ARAMARK Corporation, a service 
management company

CHARLES R. SHOEMATE
Former Chairman, President and Chief
Executive Officer, Bestfoods, a consumer
foods company

LOUIS W. SULLIVAN, M.D.
President, Morehouse School of Medicine

HAROLD A. WAGNER
Former Chairman of the Board and 
Chief Executive Officer, Air Products 
and Chemicals, Inc., a supplier of 
industrial gases and related equipment
and selected chemicals

CAROL COX WAIT
President and Chief Executive Officer,
Committee for a Responsible Federal
Budget, a bipartisan, educational 
non-profit organization

MARILYN WARE
Chairman, American Water Works
Company, Inc., a water utility holding
company

Standing Board Committees

Executive Committee

H. EDWARD HANWAY, Chairman
ROBERT H. CAMPBELL
ALFRED C. DeCRANE, JR.
CHARLES R. SHOEMATE

Audit Committee 

ROBERT H. CAMPBELL, Chairman
ROBERT P. BAUMAN
ALFRED C. DeCRANE, JR.
PETER N. LARSON
JOSEPH NEUBAUER

Corporate Governance Committee

ROBERT P. BAUMAN, Chairman
PETER N. LARSON
LOUIS W. SULLIVAN, M.D. 
CAROL COX WAIT
MARILYN WARE

Finance Committee

CHARLES R. SHOEMATE, Chairman 
ROBERT H. CAMPBELL
ALFRED C. DeCRANE, JR.
JOSEPH NEUBAUER
HAROLD A. WAGNER

People Resources Committee

LOUIS W. SULLIVAN, M.D., Chairman
CHARLES R. SHOEMATE
HAROLD A. WAGNER
CAROL COX WAIT
MARILYN WARE

Corporate and Board of Directors Information

62



Annual Meeting

The 2001 annual meeting of share-
holders will be held on Wednesday,
April 25, at 3:30 p.m., at The
Conference Center at Villanova in
Radnor, Pa.

Proxies and proxy statements are
being mailed to shareholders of record
as of February 28, 2001. At December
31, 2000, there were 10,947 common
shareholders of record. 

Financial Information

CIGNA’s Form 10-K, to be filed 
with the Securities and Exchange
Commission by March 31, 2001, 
is available on the Internet at
http://www.CIGNA.com. If you
would like a printed copy of the
Form 10-K, please contact: 

CIGNA Corporation 
Shareholder Services Department
TL37A
1601 Chestnut Street
Philadelphia, PA 19192
215.761.3516

To receive a copy of CIGNA’s quarterly
earnings news release, please contact
CIGNA’s fax service at 800.758.5804,
extension 165050, or you can access
this information on the Internet at
http://www.CIGNA.com. If you would
prefer a printed copy of the news
release, please contact Shareholder
Services at the above address or phone
number.

The tentative release dates for
CIGNA’s 2001 earnings are:

1st Quarter May 2, 2001
2nd Quarter August 1, 2001
3rd Quarter November 2, 2001
Full Year February 8, 2002

CIGNA Political Action Committee

For information regarding CIGNA’s
Political Action Committee, please
write to:

CIGNA PAC
One Liberty Place
1650 Market Street
P.O. Box 7716
Philadelphia, PA 19192-1570

Offices and Principal Subsidiaries

CIGNA Corporation
One Liberty Place
1650 Market Street
Philadelphia, PA 19192-1550
215.761.1000

Connecticut General Life
Insurance Company

900 Cottage Grove Road
Hartford, CT 06152
860.726.6000

Life Insurance Company of
North America

Two Liberty Place
1601 Chestnut Street
Philadelphia, PA 19192
215.761.1000

Dividend Reinvestment and Stock
Purchase Plan

A dividend reinvestment and 
stock purchase service is available to
shareholders of CIGNA Corporation.
Shareholders can reinvest their quarterly
dividends automatically and make
optional cash purchases of additional
common shares. For information on
the service, please contact:

First Chicago Trust Company,
a Division of EquiServe

Dividend Reinvestment Plans
P.O. Box 2598
Jersey City, NJ 07303-2598
800.317.4445 

Internet Account Access

You can access your CIGNA 
shareholder account on the Internet
through EquiServe’s First Chicago
Division Web site. You will need your
account number and password for
access to your account at 
http://gateway.equiserve.com.

Direct Deposit of Dividends

Direct deposit of dividends provides 
a prompt, efficient way to have your
dividends electronically deposited in
your checking or savings account. It
avoids the possibility of lost or delayed
dividend checks. The deposit is made
electronically on the payment date. 
For more information and an enroll-
ment authorization form, contact
EquiServe’s First Chicago Division at
800.870.2340.

Stock Listing

CIGNA’s common shares are listed on
the New York, Pacific and Philadelphia
stock exchanges. The ticker symbol is CI.

Transfer Agent

First Chicago Trust Company,
a Division of EquiServe

Shareholder Relations
P.O. Box 2500
Jersey City, NJ 07303-2500
800.317.4445

Hearing Impaired TDD: 201.222.4955
Web site: http://www.equiserve.com
E-mail: At Web site, click on Contact Us

CIGNA Online

To access information about CIGNA
and our products and services, visit our
Web site at http://www.cigna.com.

Annual Report Audio Tape

An audio tape summarizing key 
elements of this report is available for
those with sight disabilities and can be
obtained by contacting:

CIGNA Corporation
Corporate Relations
One Liberty Place
1650 Market Street
P.O. Box 7716
Philadelphia, PA 19192-1540
215.761.6132

This annual report is printed on recycled paper.
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