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(Dollars in millions, except per share amounts) 2001 2000 1999 1998 1997
()
REVENUES
Premiums and fees and other revenues $ 16,447 S 17,045 S 15,759 $ 14,449 $ 12,264
Net investment income 2,843 2,942 2,959 N5 3,598
Realized investment gains (losses) (175) 7 8 134 93
O
TOTAL REVENUES $19,115 $ 19,99 s 18,726 $ 17,698 S15955
n®
INCOMAE FROM CONTIRUING OPERATIONS
Operating income (loss):
Employee Health Care, Life and Disability Benefits $ 748 S 782 s m § 60 § 45
Employee Retirement Benefits and Investment Services 221 257 265 248 230
International Life, Health and Employee Benefits 95 48 (342) 17 2
Other Operations 133 (26} 139 379 180
Corporate (96) {58) (78) (97} (113}
Total operating income 1,107 983 695 1,098 743
Realized investment gains (losses), net of taxes (112) 4 4 88 69
C
INCOME FROM CONTINUING OPERATIONS ' S 989 S 97 S 699 $ 1,18 S 82
O
Earnings per share from continuing operations:
Basic $ 6469 S 618 § 35 $ 562 S 3469
Diluted $ 639 S 6.08 § 354 § 556 S 365
Common dividends declared per share $ 138 S 1M 5 120 S 115 $ 1
Total assets $ 91,589 $ 95,088 $ 95333 $ 95,890 $ 89,369
Long-term debt $ 1,627 S 1,163 S 1,35 S 1428 S 1462
Shareholders’ equity $ 5,055 § 5413 S 6149 S 8277 S 7932
Per share $ 3571 § 3561 S 3624 § 4025 $ 3655
Common shares outstanding (in thousands) 141,553 152,005 169,697 205,650 216,996
Shareholders of record 10,437 10,947 1,716 12,441 12,953
Employees 44,600 43,200 41,900 49,900 47,700
< O O O O

Operating income (loss) is defined as net income (loss) excluding: 1) after-tax realized investment results, 2) results of discontinued operations,
and 3) in 1999, the cummulative 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. Operating income is the measure of profitability used by CIGNA in evaluating segment results. It excludes the effects of
realized gains and losses attributable to CIGNA's investment portfolio to present the underlying results of operations of CIGNA's businesses.
Operating income is not determined in accordance with generally accepted accounting principles (GAAP) and should not be viewed as a substitute
for net income determined in accordance with GAAP. Other companies may define operating income differently than does CIGNA.

As discussed in Note 3, CIGNA sold its domestic and international property and casualty business in 1999 and reported this business as
discontinued operations.
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2001 was a challenging year for investors,
America and CIGNA. The economy and
capital markets clearly had an impact on
customers who purchase our employee
benefits products and services. Additionally,
the events of September 11 shook the
confidence of our nation. Thankfully no
CIGNA employee lives were lost, but those
events did impact our extended families,
brokers and customers.

While these factors affected our company,
they did not weaken the strong market
positions of any of our employee benefits
businesses. In fact, each of our businesses
emerged from 2001 stronger than ever.
And we made significant strides in 2001 in
terms of enhancing our value proposition
and our technology and service
capabilities. The actions we took during
the year will prove positive for customers
and shareholders alike for years to come.

Our financial results in 2001 reflect continued
execution of our employee benefits strategy
and effective deployment of capital. We
invested in key strategic initiatives during the
year and grew operating earnings per share,
excluding certain nonrecurring items", to
$7.22 per share from $6.84 per share in 2000.

We continued to return excess capital to our
shareholders by repurchasing $1.1 billion of
CIGNA stock and we paid $190 million in
dividends. Our capital position at year-end
remained strong. We also improved our
return on equity® from just over 19 percent
to over 20 percent. In addition, our five year
annualized total return to shareholders was
17 percent, outpacing the S&P 500 Index
return of 11 percent.

Despite these achievements, we were
disappointed in our stock’s performance in
2001 and the rate of growth in our employee
benefits businesses. We believe that a number
of business-unit specific and company-wide
initiatives that were advanced during the year
will help us drive future growth by
strengthening our value proposition with
customers and increasing productivity and
cost effectiveness.

2007 SEGIAENT RESULTS

Operating income" for our Employee Health
Care, Life and Disability Benefits segment
increased to $830 million from $762 million
in 2000. The 9 percent increase reflects strong
performance in our medical indemnity
business and improved results in our health
care specialty and disability businesses. These
improvements were offset in part by increased
medical costs in the full-risk commercial
HMO business. Our health care enrollment,
excluding Medicare, grew 1 percent in 2001,
which was slower than the industry-leading

8 percent growth rate we achieved in 2000.

In spite of the medical cost and enrollment
growth challenges, we still expanded our
profit margin in this segment.

OPERATING EARNINGS PER SHARE"
s1e

Our Employee Retirement Benefits and
Investment Services segment, which operates
in the defined contribution and defined
benefit pension markets, saw operating
income decline to $224 million from $257
million in 2000 due to a decline in equity
markets. While assets under management at
year-end were essentially flat compared with
$55 billion at year-end 2000, the drop in
average equity values during the year reduced
our fee income. Given the volatile capital
markets, these results were strong from a
competitive perspective. And we continue
to invest in new capabilities in this business,
laying the foundation for future growth.

Operating income for our International Life,
Health and Employee Benefits segment was
$60 million, up from $48 million in 2000.
The strong results reflect growth in our life
and group benefits operations and good
results in our expatriate health care business.
We continue to explore new opportunities in
selected markets while growing our existing
expatriate health care business and niche life,
accident and health operations.

CUSTOMERS FIRST

We are commiitted to continually improving
customer service in all of our employee
benefits businesses. We are determined to
build service capabilities that further
differentiate CIGNA from its competitors.

One significant effort in CIGNA HealthCare,
which we call Transformation, focuses on
redesigning, streamlining and consolidating
business processes and systems platforms.
The net effect will be new and more flexible
products, enhanced service capabilities,
improved productivity and lower

expense ratios.

In January 2002 we had 3.5 million health
care members on new service and technology
platforms. In general, the initial customer
experience has been positive, and key service
metrics are improving. While we still have
work to do with respect to completing this
critical initiative, we are pleased with the
progress to date.

In CIGNA HealthCare, we are equipping
members with tools and programs to better
manage their health needs and chronic
illnesses: a 24-hour health information line,
Internet-based medical information and self-
service, mail order pharmacy services and
access to alternative medicine providers.

We are also providing employers with more
flexible plan designs and more product
options, including a new open-access HMO
product introduced in mid-2001 and a new
health savings account product. Indeed, our
broad product portfolio and flexible funding
options continue to differentiate CIGNA
HealthCare from much of the competition.

As we focus on enhancing service, we have
maintained our commitment to quality.
We are proud of the fact that 100 percent
of CIGNA's health plans have been reviewed
by the National Committee for Quality
Assurance and that more than 90 percent
have achieved a rating of commendable

or higher. 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.
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Recent national surveys have recognized
CIGNA Retirement & Investment Services as a
leader in both plan sponsor and participant
satisfaction. Pensions & Investments ranked
CIGNA first in client satisfaction among large
401(k) providers in 2001 and first among
Taft-Hartley (union) defined contribution
plan providers. Plan Sponsor's annual client
satisfaction survey indicated that CIGNA

was “superior to work with.”

CIGNA Retirement & Investment Services
continues to focus on further enhancing
customer service. The division strengthened
and expanded its suite of investment

options for plan participants and many of

its institutional funds earned top ratings

from Morningstar. We also strengthened

our relatively new TimesSquare Capital
Management unit, bolstering its fixed-income
investment capabilities and premier small-cap
equity investment team.

The Internet has also proved to be a useful
device in helping retirement plan participants
educate themselves, get answers to financial
questions, perform transactions and gain
immediate online access to their retirement
plans and brokerage accounts. In fact,
CIGNA Retirement & Investment Services was
recognized by InfoWorld as one of the top

100 organizations exemplifying innovative
technology on the basis of CIGNA's
AnswerNet®site for plan participants.

In CIGNA Group Insurance, consumer
satisfaction metrics are improved and a new
market manager organization gives improved
service to customers by providing a focal
point for account management and overall
results. The unit’s online disability claims
inquiry system provides customers with
immediate access to policy information, claim
status and answers to their employees’

CUMULATIVE TOTAL RETURM {1997-2001)"
BASED ON INVESTING S100 OK 12-29-96

$138
$aP 500 CIAMAGED CARE/

5220 sles LIFE/HEALTH INSURANCE INDEXES 1

CGNA S&P 500 DL

\ Q

questions. The division has also developed
and introduced new disability, life and
accident product offerings for the mid-sized
employer market.

RETURN ON EQUITY®
25%

20%

15%

10%

5%

1997 1998 1999 2000 2001

CIGNA International and a medical
management and security assistance provider,
International SOS, unveiled a unique new
service that provides expatriate employees
and their families instant access to a global
network of physicians and care facilities via
the Internet and multilingual telephone
access. This marriage of online and on-call
capability is intended to enhance the
experience of employees and their families
living abroad and will be rolled out

during 2002.

PRODUCTIVITY IMPROVEMENTS AND
COST MANAGEMENT

Medical cost inflation is one of the top issues
facing employers and consumers today.
While our experience here has been on a par
with or better than most of our competitors,
we are committed to continuous
improvement in our management of medical
costs and our own administrative costs.

In response to double-digit medical cost
increases, we have redoubled our efforts in
the medical cost management area. To
manage medical costs, we have begun using
predictive modeling tools and have developed
specific action plans to help employers and
consumers better control the cost of certain
diagnostic procedures and outpatient services.
In addition, we are working with employers,
consumers and physicians to increase generic
drug substitution where the generic choice is
equivalent to the brand alternative,

We also continue to expand our award-
winning disease management programs.
Cited by the Disease Management Association
of America for being “a leader” in this field,
CIGNA HealthCare provides educational
materials, self-management tools and
support to members with chronic conditions
(and those at risk of contracting chronic
conditions) like diabetes, heart disease,
asthma or lower back pain. This preventive
approach has proved to enhance the

quality of life for members and reduce
health care costs.

STRATEGY AND OUTLOQK

2002 marks the twentieth anniversary of
CIGNA's formation, resulting from the
merger of Connecticut General and Insurance
Company of North America. Over the past
two decades, we have transformed this
company from a large multi-line insurer to

a focused and leading provider of employee
benefits with a solid record of performance.

Looking ahead, we are confident of our
strategy, the company’s overall market
position, and our prospects for profitable
growth. As the economy improves and
our key strategic initiatives take hold,

we see increasing opportunity for strong
performance. AsIlook at what CIGNA is
and what it can be, my excitement about
our future has never been greater.

CIGNA's strategic goal is to be the leading
and most profitable provider of employee
benefits in the United States and selected
international markets. Our comprehensive
portfolio of flexible, choice-oriented health
care, disability, life and accident products
and retirement benefits clearly differentiate
us in the marketplace, and positions us to
achieve this goal.

Despite a challenging year, the CIGNA
franchise is strong, and the future is bright for
our customers, employees, and shareholders.

A

H. Edward Hanway
Chairman and Chief Executive Officer

(1) Operating income is defined as net income excluding after-tax realized investment results, the results of discontinued operations and, in 1999, the cumulative effect of an accounting change. Operating income, as
presented in this letter, also excludes certain after-tax nonrecurring items.

For further information about nonrecurring items related to 2001, 2000 and 1999, see pages 17-19 of this Annual Report. Operating income for 1998 excludes a $202 million after-tax gain on the sale of CIGNA's
individual life insurance and annuity business. Operating income for 1997 excludes an $80 million after-tax charge associated with the acquisition of Healthsource, Inc., and the health care cost-reduction initiatives.

All earnings per share amounts are on a diluted basis.

(2) Return on equity is calculated by dividing operating income, excluding the nonrecurring items discussed above, by average shareholders’ equity.

(3) Assumes all dividends were reinvested.

(4) Weighted average of S&P Managed Care (75%) and Life/Health Insurance (25%) Indexes.
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CUGKA REALTHCARE offers one of the broadest
portfolios of group medical, dental, behavioral
and pharmacy products and services in the
industry, as well as a full range of funding and
plan design options. With offerings in all 50
states, the District of Columbia and Puerto Rico,
the organization is one of the nation’s leading
employee benefits providers.

LIVES COVERED™* an miuions)

Medical HMO 7.0
Medical Indemnity 7.4
PPO 5.8
Other 1.6
Behavioral Care 13.6
Dental HMO 2.8
Dental Indemnity 10.6
PPO 5.8
Other 4.8
(1N FILLIONS)
PREFAIURAS AND FEES $ 12,086
PREARIUM EQUIVALENTS 20,230
Adjusted Premiums and Fees  § 32,316
BUSINESS RAlX

Adjusted Premiums and Fees

WEALTH INDZRINITY (FUDICAL AXD DENTAL) 55%

)
A N
=77 MANAGED MEDICAL
/" AND DENTAL 43%

LIFE 2%

PRODUCTS AND SERVICES

e Medical: HMO, point of service, preferred
provider organization (PPO), open access,
indemnity plans

¢ Dental: HMO, PPO, indemnity plans

Behavioral: mental health, substance abuse,

employee assistance programs

e Pharmacy: tiered benefit designs with a
range of formulary plans; CIGNA Tel-Drug
mail-order and online pharmacy

e Care Management: health care, disability and
transplant management; disease management;
demand management

* Includes emplovees and dependents under guaranteed cost,
retrospectively experience-rated and alternative funding
arangements. Participants in more than one category are included
in each of the appropriate categories shown above, and medical
imdemnity and dental btdernnity ainounts are estimated.

“At FedEx Express, we believe in doing
things right the first time,” says Kay Carter,
managing director of employee benefits.
“So does CIGNA.”

That's why FedEx Express chose CIGNA to
administer its first managed care program
in 1993. “And it's why we chose them
over competitors three more times, as we
expanded across the country,” she says.

Kay also relies on her CIGNA account
management team to stay on top of
developments in the health care industry.

“They're always looking for ways to keep

FedEx Express ahead of the curve,” she says.

A prime example: care management
programs targeted to employees diagnosed
with, or at risk for, specific diseases

or injuries.

“These programs improve care and quality
of life for those with serious medical
conditions while saving money for
employers,” explains Denise Tavcar,
CIGNA HealthCare vice president and

national account executive. “We ran an
18-month pilot, focusing on lower back
care, at no charge, to demonstrate the
benefits. Now FedEx Express has added
care management programs for cardiac
care, asthma and diabetes.”

No one is more aware of the benefits

of care management than Anita Chu, an
accounting coordinator for FedEx Express.
Her husband, David, experienced kidney
failure in March 2000, as a result of
uncontrolled diabetes and high blood
pressure. CIGNA assigned a care manager
to oversee David’s care as soon as the
diagnosis was made.

“Our CIGNA care manager is really there
for us, even visiting us in the hospital,”
Anita relates, “She referred us to a center
of excellence for kidney transplants and
helped get David on the waiting list. If I
don’t call her at least weekly, she calls me.”

“We know we're a demanding customer,”
says Kay Carter, “but CIGNA’s culture is
well attuned to ours. We're both in this
relationship for the long term.”

With its innovative care management progrems
helping thousends stay well or get well, CIGNA
HealthCare is on o mission o deliver “better solutions
for your healif™.” 1ts breadth and depth of health
care products and services are answering the call

for more personal and afferdeble choices in

health care benefits.




“HOW FEDEX EXPRESS HAS ADDED
CARE MANAGEIMENT PROGRAMS
FCR CARDIAC CARE, ASTHRAA

AND DIABETES.”

Denise Tovers

Wice Presiden:

Natleng] Accovns Exccviive
TENA Keslihlore

O

“QUR CIGNA CARE MANAGER S
REALLY THERE FOI US, BVEN
VISITING US I¥ THE KOSPIAL”

Anita Che
Accounting Coordinater
Fedix Express

Koy Carter
Henaging Diractor, Employee Benefis
Fedx Express




CIGNA INTERNATIONAL, with operations in Europe,
Latin America and Asia Pacific, provides health
care, medical care management services and
defined contribution pension products to the
workplace and consumer markets, and life,
accident and health insurance to individuals.
The organization also is a leading supplier

of specialized health care and insurance benefits
to expatriate employees of multinational
companies on international assignments.

PREMIUMS AND FEES um mnuons) $ 788
BUSINESS RlX
Premiums and Fees
LIFE, ACCIDENT, MEALTH AND OTHIR 43%
4\
HEALTH CARE 57%

PRODUCTS AND SERVICES

o Life, accident and health insurance: group and

individual term life plans; supplemental health

insurance such as cancer, dread disease and

hospital cash

Expatriate medical, dental and vision

coverages; life insurance; long-term disability

Health care: private medical insurance (PMI)

and top-up PMI; ancillary products such as

dental, pharmacy and vision

o Retirement and investment services, including
defined contribution pension plans

o

o

“With CIGNA, I'm confident I'll always
have access to the best care and service.”
That'’s how Jose De la Cruz, a business
development associate for Coca-Cola
International, feels about his company’s
health plan.

Health care is an important part of

every benefits package. But, to expatriate
employees like Jose, a Spanish national
now living in the United Kingdom, quality
coverage is critical.

“I travel a lot in my job,” he explains. “It's
comforting to know I'll be well taken care
of wherever I go.”

Jose’s certainty comes from personal
experience. Commenting on his recent
knee surgery, he says he was “very pleased
with CIGNA'’s responsiveness. I made

one phone call the day of the operation,
minutes before going to the operating
theater. Their representative contacted
the hospital’s administration immediately,
so I got in and out without delay.”

CIGNA has made life easier for Coca-Cola
International’s benefits staff, as well.
Previously, the company had a variety

of plans for its multinational work force.

Now, one CIGNA plan provides uniform
medical, dental and emergency assistance

benefits to the company’s 507 expatriate
employees and dependents where they
work or travel around the world.

“With this pan-European plan, we've
reduced their administrative burden,” says
Teresa Rogers, senior account manager for
CIGNA International. “They appreciate
our broad coverages and personal service.”

CIGNA covers U.S. and European
expatriates within the company’s European
program. So the plan needs to be flexible
enough to be able to accommodate both
employee groups, whose medical and
dental provisions are radically different.

“We were impressed by their plan design
and the quality of their people and
processes,” says Tina Foreman, Coca-Cola
International’s European compensation
and benefits manager. “In my experience,
CIGNA probably has one of the best
claims centers in all of Europe.”

In addition, “they’re always looking for
ways to improve their coverages,” she says.
“And they've gone out of their way to
serve our needs. For example, when some
of our employees expressed concern about
the after-effects of the Chernobyl nuclear
fallout, CIGNA provided cancer screenings
for them. They really try to look after us
in every possible way.”

Exputriate health and insurance benefits is one of
CIGNA's fastes? growing international businesses,
covering employees on foreign assignments from
more than 700 multinationel companies based in the
Americas, furope and Asia Pacilic, I's been growing
al 30 percent annually over the lost five years, based
on 24/7 live multilingual cvstomer service, Web
fechnology, rapid daims reimbursement and an
experienced, globally focused staff.
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CIGNA GROUP INSURANCE is among the top three
U.S. providers for group disability, life and
accident coverage. The crganization is a leader
in group short- and long-term disability
insurance with a wide range of disability
management solutions that focus on returning
employees to a productive work life as quickly
and safely as possible. It also is a leading provider
of group term life and group universal life, and
is one of the largest providers of group accident
insurance, including voluntary accident and
business travel accident insurance.

PREARIUGAS AND FEES x miLuions) $ 1,880
BUSINESS AIX
Premiums and Fees
LFE 51%
DISABILITY
< %

omIR /

HEALTH 5%
ACCIDENT 11%

PRODUCTS AND SERVICES

o Short- and long-term disability management

o Return-to-work consulting

o Integration with CIGNA HealthCare and
workers' compensation

o Family and Medical Leave Act management

o Term life insurance

o Group universal life insurance

e Basic accident insurance

o Voluntary accident insurance

 Business travel accident insurance

At Electronic Data Systems (EDS), a
leading worldwide information technology
services company, employee benefits
support business strategy.

“We want to offer benefits that are
perceived as valuable,” explains Paul
Landry, disability and life services manager
for EDS. “That helps us attract and retain
the talent we need - and lets our employees
focus on serving customers, instead of
worrying about their security.”

And CIGNA, he adds, “has provided the
right resources and expertise to design
and deliver plans in ways that are most
beneficial to our people.”

For example, Paul points to CIGNA's
recommendation to replace EDS’ term life
insurance plan with a group universal life,
or GUL, program.

“GUL is more flexible than term life,” notes
Matt Krebs, account manager for CIGNA
Group Insurance. “It offers tax-advantaged
savings in addition to life insurance.”

Similarly, CIGNA enhances the value of
EDS’ business travel and personal accident

plans by adding emergency medical aid
through Worldwide Assistance Service.

“It’s good to know someone will help
you if you have an emergency,” says
Cathy Ridley, EDS benefits case manager,
“especially if you've suffered a serious
illness or injury when traveling away
from home.”

She cites the case of one EDS employee
who, along with his son, sustained
life-threatening burns when their hot

air balloon caught fire and crashed in
Kenya. Working with CIGNA, Worldwide
Assistance dispatched a private jet,

along with a doctor, nurse and medical
equipment, from Paris to Nairobi. From
there, the badly burned victims were
airlifted to Dallas for appropriate treatment.
Both victims have recovered.

“Qur job is to make things easier for the
employers we do business with, while
providing their employees with the
protection and peace of mind they need,”
Matt Krebs concludes. “That way,
everybody can focus on what they do best.”

Ditferentiating life and accident benefits through
customer service is @ key growth priority for CIGHA
Group [nsurance. The [ife and acdident insurance
business is expected to grow as employers enrich
their benefits offerings by providing empleyees with
the eppertunity to purchase life and accident insurance
protection through the workplace. By providing
worry-free service to employees, CIGNA enables
employers te focws on other strategic benefit issves
lilte health care and retirement security.
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CIGHA RETIRERENT & INVESTIENT SERVICES is one

of the nation’s leading asset management and
retirement services firms. The organization
offers defined benefit, defined contribution

and non-qualified plans, either on a stand-alone
basis or as part of a complete retirement solution
customized to the needs of plan sponsors and
tailored to the needs of plan participants.

ASSETS UNDER MANAGERMENT g miuons)

ISTITUTIONAL THIRD
PARTY ADVISCRY $16,830

$ 91,354

CIGNA 7
EVPLOYEE
BENEFITS
PORTFOLIOS
§19,447

WORIPLACE FINANCIAL
SOLUTIONS™ $55,077

PRODUCTS AND SERVICES

Workplace Financial Solutions™

o Defined contribution, defined benefit
and non-qualified plans

o Best-in-class investments

o Comprehensive advisory services

o Targeted education and communication

o Simple, hassle-free administration

Investment Management

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

o Commercial mortgage origination

and investing

Asset-backed securities

°

After a series of acquisitions created

a five-fold increase in its workforce,

Atlas Copco North America wanted to
harmonize retirement benefits to reduce
costs, simplify administration and remove
obstacles to internal mobility within

its companies.

At the same time, the holding company
wanted its subsidiaries — Atlas Copco,
Milwaukee Electric Tool, Rental Service
Corporation and Chicago Pneumatic -

to retain their individual brand identities.

“We needed a provider that would
understand the complexities of our
corporate culture and customize products
accordingly,” says Chris Heap, director of
human resources for Atlas Copco North
America. “We also wanted the highest
levels of service. We chose CIGNA.”

Chiris says that CIGNA provided a
complete outsourcing solution and
“did a terrific job customizing our
enroliment materials to each company.
Employee feedback has been
overwhelmingly positive.”

Alfred Anaya, general manager of a Rental
Service Corporation store in Albuquerque,
New Mexico, is one of many employees
who feels good about having CIGNA.

“During the enrollment meeting, they
described the choices and quality of the
various investment options and showed
us we're in control. That’s what sold me,”
Alfred says.

He's also pleased with service after the
fact - in particular, with how easy it was to
take out a loan, noting, “On a scale of one
to ten, I give CIGNA a ten for service.”

“Customizing retirement solutions is
what we do better than anyone else,” says
Ron Morris, account compliance advisor
for CIGNA Retirement & Investment
Services, adding, “Atlas Copco was so
happy with their new 401(k) plan, they
awarded us another contract to administer
their defined benefit plan and to design

a non-qualified compensation plan for
their senior executives. Today, we provide
integration and customization across all
Atlas Copco’s retirement programs.”

“I look forward to continuing our
partnership with CIGNA as we add new
plans, features and services down the
line,” Chris concludes. “I know the word
‘partnership’ is often overused but, in
this case, it says it all.”

In teday’s retirement marked, employees are seeking
quality and choice in their invesiment oplions, while
employers are loolking for benefits programs that help
them efiracd and refain fop Jelent. CIGNA Retirement
& Investment Services is leading the pucl in addressing
these challenges by delivering complete retirement
planning selutions - customized 1o the needs of plan
spensors and tuilored fo the expeciations and financial
goals of individval plan perticipants.
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“CUSTORAZING RETIREMENT
SOLUTIQNS IS WHAT WE DO
BETTER THAN ANYONE ELSE.”
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Ron Maorrls
Complizmee Advisor
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[Menagement’s Discussion and Anslysis of Finende] Condition and Results of Operations

JNDEX CONSOLIDATED RESULTS OF CONTINUING CPERATIONS
17  Consolidated Results of Continuing Operations (n millions)

Financial Summary 2001 2000 1999
18 Other Matters -

Premiums and fees $ 15,367  $16,328 $ 15,029
21 Employee Health Care, Life and Disability Benefits Net investment income 2,843 2,942 2,959

. . Other revenues 1,080 717 730
23 Employee Retirement Benefits and Investinent Services Realized investment gains (losses) (175) 7 8
23 International Life, Health and Employee Benefits Total revenues 19,118 19,994 18,726
. Benefits and expenses 17,618 18,497 17,507

25 Other Operations

Income before taxes 1,497 1,497 1,219
26 Corporate Income taxes 508 510 520

. . . Income from continuing
26  Discontinued Property and Casualty Operations operations ) 987 699
s g ; Less realized investment gains

26  Liquidity and Capital Resources (losses), net of taxes (112) 4 4
28 Investient Assets Operating income $ 1,101 $ 983 § 695
30  Market Risk of Financial Instruments Operating Income
32  Cautionary Statement

CIGNA focuses on “operating income” to evaluate segment
results. Operating income is defined as net income excluding
after-tax realized investment results and, in 1999, also
excluding the results of discontinued operations and the
cumnulative effect of adopting Statement of Position (SOP) 97-3
(see Note 2(B) to the Financial Statements). Since operating
income excludes the effects of realized gains and losses
attributable to CIGNA’s investment portfolio, management
believes it presents the underlying results of operations of
CIGNA'’s businesses. Operating income is not determined in
accordance with generally accepted accounting principles
(GAAP) and should not be viewed as a substitute for net income
determined in accordance with GAAP. Other companies may
define operating income differently than does CIGNA.

The following table presents operating income, as defined
above, adjusted for certain nonrecurring items. These
nonrecurring items are attributable to special circumstances not
associated with normal operations. These items are identified
in the table below and are further discussed on pages 18-19
under “Other Matters.” Management believes that results
excluding these items, defined as adjusted operating income,
represent an appropriate basis to assess the results of operations
of CIGNA’s businesses.

(In millions) 2001 2000 1999
Operating income $ 1,101 § 983 § 695
Restructuring and integration costs 62 — 10
Accelerated recognition of portion

of deferred gain on sale of life

reinsurance business 69) — —
Gains on sales of interests in

Japanese life insurance operation (35) — (43)
Charges from the events of

September 11, 2001 25 — —
Charges for the run-off

reinsurance business — 127 —
Charge related to certain

Brazilian investments — — 400
Adjusted operating income S 1,084 § 1,110 § 1,062
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Adjusted operating income decreased 2% in 2001 primarily

due to lower results in Corporate, Other Operations and the
Employee Retirement Benefits and Investment Services
segment. These declines were partially offset by increased
adjusted operating income in the Employee Heaith Care, Life
and Disability Benefits segment and, to a lesser extent,
improved results in the International Life, Health and Employee
Benefits segment.

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: :

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

o lower parent company investment income, recorded in
Corporate, as proceeds from the 1999 sale of the
property and casualty business were used primarily for
share repurchase.

Realized Investtment Results

The decline in realized investment results in 2001 reflects

higher losses from asset write-downs on fixed maturities.

These losses include $129 million pre-tax ($84 million after-tax)
for investments in collateralized debt obligations, which are
secured by pools of corporate debt obligations. Further
information regarding collateralized debt obligations is presented
on page 29. The decline also reflects losses of $22 million
pre-tax ($14 million after-tax) for investments in securities of
Enron Corporation.

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).

For additional information, see Note 8(B) to the Financial
Statements.

Revenues

Consolidated revenues, excluding realized investment results,
were $19.3 billion in 2001, $20.0 billion in 2000 and $18.7
billion in 1999. The decline in 2001 consolidated revenues is
primarily attributed to the following:

e the reduction of revenues in the International Life,
Health and Employee Benefits segment resulting from the
deconsolidation of the Japanese life insurance operation
(see further discussion below in “Other Matters”); and

e CIGNA’s exit from all but two Medicare markets in the
Employee Health Care, Life and Disability Benefits segment.

Excluding the effects of the Japanese life insurance operation
and CIGNA’s Medicare business, consolidated revenues
increased 6% in 2001. This increase is primarily due to growth
in the Employee Health Care, Life and Disability Benefits
segment resulting from Health Maintenance Organization

(HMO) and medical indemnity rate increases and
membership growth.

The increase in consolidated revenues in 2000 is largely the
result of growth in two segments. The Employee Health Care,
Life and Disability Benefits segment had higher revenues due to
HMO and medical indemnity rate increases and membership
growth. The International Life, Health and Employee Benefits
segment had higher revenues due primarily to growth in the
life insurance operation.

Outlook for 2002

Subject to the factors noted in the cautionary statement

on page 32, management expects full year adjusted operating
income to improve slightly in 2002 compared to 2001
adjusted operating income of $1.1 billion, which excludes
the nonrecurring items (presented in the table on page 17)
and goodwill amortization (see Note 2(B) to the Financial
Statements).

CVHER FATIER

Restructuring Program

In the fourth quarter of 2001, CIGNA adopted a restructuring
program primarily to consolidate existing health service centers
into regional service centers. As a result, CIGNA recognized in
operating expenses a pre-tax charge of $96 million (562 million
after-tax) in the Employee Health Care, Life and Disability
Benefits segment. The pre-tax charge consisted of $48 million
of severance costs (331 million after-tax) and $48 million in
real estate costs (331 million after-tax) related to vacating
certain locations.

The severance charge reflected the expected reduction of
approximately 3,100 employees. In the fourth quarter of 2001,
436 employees were terminated under the program. As a result
of the consolidation of health service centers, CIGNA expects
to hire approximately 1,100 employees, thereby resulting in a
net reduction of approximately 2,000 employees under this
program. The real estate charges consisted of $37 million
pre-tax related to vacating leased facilities, which are cash
obligations pertaining to non-cancelable lease obligations and
lease termination penalties. The charge also included $11
million pre-tax of non-cash asset write-downs. As of December
31, 2001, CIGNA paid $6 million related to severance and
vacating leased facilities under this program.

CIGNA expects this restructuring program to be substantially
completed during 2002. Cash outlays under this program are
not expected to have a significant effect on CIGNA's liquidity.
The program is expected to result in net annual after-tax
savings of $45-$55 million, reflecting the elimination of salary
costs for terminated employees and lower facility costs, partially
offset by salary costs for new employees in the regional service
centers and higher expenses associated with technology
improvement initiatives. CIGNA expects savings from the
program to be fully realized beginning in 2003. As a result

of additional technology enhancement expenses and other
expenses associated with the restructuring program, CIGNA
does not expect to achieve significant savings in 2002.




The table below indicates CIGNA’s restructuring activity
(pre-tax) for this program:

Severamce

No. of Real Total
(Dollars in millions) Employees Cost [Estate Charge
Fourth quarter 2001 charge 3100 $ 483 S 48 $ 96

Fourth quarter reductions:
Employees (436) (8) (5)
Lease costs (L (L
Asset write-downs (11) (1)

Balance as of

December 31, 2001 2664 $ 43 § 36 $ 79

Events of September 11, 2001

As a result of claims arising from the events of September 11,
2001, CIGNA recorded after-tax charges of $25 million in 2001.
These charges, which are net of reinsurance, primarily related to
life, accident and disability claims and, to a lesser extent, higher
utilization of managed behavioral health services. These
charges were reported by segment as follows: Employee Health
Care, Life and Disability Benefits, $20 million; Employee
Retirement Benefits and Investment Services, $3 million; and
Other Operations, $2 million.

Acquisitions and Dispositions

CIGNA's priorities for use of capital are internal growth,
acquisitions and share repurchase. 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 2001, 2000 and 1999
are described below.

Sales of interests in Japanese life insurance operation. CIGNA
sold portions of its interest in its Japanese life insurance
operation to Yasuda Fire & Marine Insurance Company Ltd.
(Yasuda) in April 1999 and January 2001. CIGNA sold its
remaining interest in this operation to Yasuda in November
2001. See the International Life, Health and Employee Benefits
section on page 24 for further discussion.

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.

During 2001, the acquirer entered into agreements with most
of the reinsured parties, relieving CIGNA of any remaining
obligations to those parties. As a result, CIGNA accelerated the
recognition of $69 million after-tax of the deferred gain in
2001. Excluding the accelerated gain recognition, CIGNA also
recognized $9 million after-tax of the deferred gain in Other
Operations in 2001, compared with $7 million after-tax in
2000. The remaining deferred gain as of December 31, 2001,
was approximately $3 million after-tax.

Management’s Discussion and Analysis

CIGNA has placed its remaining reinsurance businesses
(including its accident, domestic health, international life and
health, and specialty life reinsurance businesses) into run-off
and stopped underwriting new reinsurance business. As
discussed in Other Operations on page 25, 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 reported this business as discontinued operations.

Brazilian investiments. In 1999, CIGNA recognized an
after-tax charge of $400 million attributable to certain
Brazilian investments. See page 24 for more information
about these investments.

Significant Accounting Policies

The following is an explanation of CIGNA's accounting policies
considered most significant by management. These accounting
policies inherently require estimation and actual results could
differ from those estimates. Also, changes in CIGNA's financial
and operating environment could influence the accounting
estimates that support CIGNA’s financial statements. CIGNA
does not expect that changes in the estimates determined
under these policies would have a material effect on CIGNA’s
consolidated financial condition or liquidity, although changes
could have a material effect on its consolidated results

of operations.

Investinents are primarily recorded at fair value based on
quoted market prices, or estimated using discounted cash flow
analyses when market prices are not available, such as for
private placement bonds, which comprise 27% of investments.
CIGNA's mortgage loan investments, however, which comprise
26% of CIGNA’s investments at December 31, 2001, are
recorded at unpaid principal balances net of valuation reserves,
which are based on the fair value of the underlying collateral
using internal or external appraisals. If events or circumstances
change, the assumptions used to assess fair value could be
affected and the amount of CIGNA’s valuation reserves could
require adjustment.

Reinsurance recoverables are amounts due from reinsurers

and comprise 8% of CIGNA’s total assets at December 31, 2001.
Amounts recorded are net of allowances established for
amounts owed to CIGNA under reinsurance contracts that
management believes will not be received. Failure of reinsurers
to indemnify CIGNA due to insolvencies or disputes could
result in uncollectible amounts and losses to CIGNA.

Unpaid claims and claim expenses comprise 5% of CIGNA's
total liabilities at December 31, 2001. This obligation is an
estimate for both reported claims not yet paid, and claims
incurred but not yet reported. CIGNA determines this liability
based on prior experience, product mix, the expected effects of
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inflation and other social and economic factors. If actual
results differ from these assumptions, the amount of CIGNA's
recorded liability could require adjustment.

Future policy benefits comprise 12% of CIGNA's total liabilities
at December 31, 2001. These liabilities predominantly relate

to CIGNA's life and disability insurance products and guaranteed
cost annuity contracts. These liabilities are estimated using
actuarial methods based on assumptions about premiums,
interest yields, investment returns, expenses, mortality,
morbidity, withdrawals and, for specialty life reinsurance
contracts that guarantee a minimum death benefit based on
variable annuity account values, equity market returns and

the volatility of the underlying equity and bond mutual fund
investments. If actual results differ from these assumptions, the
amount of CIGNA'’s recorded liability could require adjustment.

Summary. See Note 2 to the Financial Statements for further
information on key accounting policies that impact CIGNA.

Regulatory and Industry Developments

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

o initiatives to increase health care regulation;
« efforts to expand tort liability of health plans;

e class action lawsuits targeting health care companies,
including CIGNA;

< initiatives to restrict insurance pricing and the application of
underwriting standards; and

o efforts to revise federal tax laws.

Health care regulation. Federal and state legislatures,
administrative agencies and courts continue efforts 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.

In 2001, the U.S. Senate and House of Representatives passed
different versions of “patients’ bill of rights” legislation.
Congress will attempt to reconcile the two bills in a conference
committee. Although both bills provide for independent
review of decisions regarding medical care, the bills differ on
the circumstances under which lawsuits may be brought against
managed care organizations and the scope of their liability.

Final privacy regulations under the Health Insurance Portability
and Accountability Act of 1996 became effective in April 2001.
The regulations cover all aspects of the health care delivery
system, and address the use and disclosure of individually
identifiable health care information. Compliance with the
privacy regulations is required by April 2003. CIGNA expects

to undertake significant systems enhancements, training and
administrative efforts to satisfy these requirements.

Other possible regulatory changes that could have an adverse
effect on CIGNA's health care operations include:

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

o mnarrowing of the Employee Retirement Income Security
Act of 1974 (ERISA) preemption of state laws;

o changes in ERISA regulations resulting in increased
administrative burdens and costs;

o additional restrictions on the use of prescription drug
formularies;

o additional privacy legislation and regulations that interfere
with the proper use of medical information for research,
coordination of medical care and disease management;

o additional rules establishing the time periods for payment of
health care provider claims that vary from state to state; and

o legislation that would exempt independent physicians from
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.

Litigation and other legal matters. CIGNA and several health
care industry competitors are defendants in proposed federal _
and state class action lawsuits. The federal lawsuits allege
violations under the Racketeer Influenced and Corrupt
Organizations Act and ERISA. A class has been certified in an
Illinois state court lawsuit against CIGNA in which health care
providers allege breach of contract and seek increased
reimbursements. 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 Department of Justice and Office of Inspector General are
investigating a subsidiary of CIGNA regarding Medicare cost
reporting practices for the years 1990 through 1999. Medicare
cost reports form the basis for reimbursements to the CIGNA
subsidiary by the Centers for Medicare and Medicaid Services
for Medicare covered services the subsidiary provides to eligible
individuals. While it is not possible to determine the outcome
of this investigation, CIGNA does not believe that the outcome
will be material to CIGNA'’s consolidated results of operations,
liquidity or financial condition.

The outcome of litigation and other legal matters is always
uncertain. With the possible exception of certain reinsurance
arbitration proceedings (discussed on page 25), CIGNA does
not believe that any legal proceedings currently threatened
or pending will result in losses that would be material to
CIGNA’s consolidated results of operations, liquidity or
financial condition.




Summary. For additional information on contingencies that
could affect CIGINA’s results, see Note 20 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 CIGNA’s segment
reporting, which were effective beginning in 2000, see Note 18
to the Financial Statements.

ERIPLOYEE HEALTH CARE, LIFE AND DISABILITY BENEFITS

(In millions)
Financial Summary 2001 2000 1999
Premiums and fees $ 13,966 § 13,425 $12,403
Net investment income 600 606 571
Other revenues &86 581 528
Segment revenues 15,252 14,612 13,502
Benefits and expenses 14,104 13,434 12,406
Income before taxes 1,148 1,178 1,096
Income taxes 400 416 385
Operating income 748 762 711
Restructuring costs (HMO,

$34; Indemnity, $28) 62 — —
Charges from the events of

September 11, 2001 (HMO,

$5; Indemnity, $15) 20 — —
Adjusted operating income $ 83 § 762 § 711
Realized investment gains

(losses), net of taxes g 49y 3 6 § 2)

Adjusted Operating Income

Adjusted operating income for the Employee Health Care, Life
and Disability Benefits segment increased 9% in 2001 and 7%
in 2000. CIGNA further separates this segment into HMO and
Indemnity operations. HMO includes medical managed care
and specialty health care operations such as managed
behavioral health, medical cost and utilization management,
managed dental, managed pharmacy programs and
pharmaceutical fulfillment services. Indemnity includes
medical and dental indemnity, disability and group life
insurance operations.

Adjusted operating income for the HMO and Indemnity
operations was as follows:

(In millioris) 2001 2000 1999
HMO operations $ 456 3 460 § 401
Indemnity operations 374 302 310
Total g 80 § 762 § 711

Management's Discussion and Analysis

HMO results include net favorable after-tax adjustments from
account reviews of $7 million in 2000 and $23 million in 1999.
There were no such adjustments in 2001. Excluding those
adjustments, HMO operating results increased by $3 million in
2001. The improvement is attributable to higher earnings in the
specialty health care operations and Medicare business in 2001.
These improvements were substantially offset by lower earnings
in both the guaranteed cost HMO business and in the HMO
alternative funding programs in part due to higher operating
expenses for technology and customer service initiatives. In
addition, the guaranteed cost HMO business experienced higher
medical costs, primarily due to increased unit costs for, and
higher use of, professional services, as well as inpatient and
outpatient services.

Excluding the adjustments from account reviews discussed
above, HMO operating results increased by $75 million in 2000,
primarily reflecting higher earnings in the specialty health care
operations and improved results in the guaranteed cost HMO
business resulting from rate increases, offset, to a certain extent,
by increased medical costs. These improvements in the HMO
and specialty health care operations were partially offset by
lower earnings in HMO alternative funding programs, primarily
because CIGNA’s technology and customer service initiatives
generated higher operating expenses.

Indemmity results for 2001 increased 24% reflecting
improvements in results for:

¢ the long-term disability business, primarily due to higher
rates and improved claims administration;

o the retrospectively experience-rated health care business,
reflecting rate increases and higher membership;

e the guaranteed cost health care business, as a result of
improved claim experience; and

o the Administrative Services Only (ASO) business, reflecting
fee increases.

These improvements were partially offset by lower earnings in
the group life insurance business in 2001.

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

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

o group life insurance, due to unfavorable mortality; and

o guaranteed cost medical, due to unfavorable claim
experience.

These declines were partially offset by higher earnings for
retrospectively experience-rated business and, to a lesser extent,
health care ASO business.
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Premiums and Fees

Premiums and fees increased 4% in 2001 and 8% in 2000.
Excluding premiums and fees for the Medicare business,
premiums and fees increased 9% in 2001 and 10% in 2000 in
this segment. CIGNA exited all but two Medicare markets
effective January 1, 2001. Increases in premiums and fees were
primarily due to HMO and medical indemnity rate increases
and membership growth.

Alternative Funding Programs and Premium Equivalents

Under alternative funding programs, the customer or plan
sponsor, rather than CIGNA, assumes all or a portion of the
responsibility for funding claims, and CIGNA provides claims
processing and other services. In contrast to most other major
companies in the health care industry, a significant portion of
CIGNA’s health care business consists of alternative funding
programs. CIGNA generally earns a lower margin on
alternative funding programs than under guaranteed cost or
retrospectively experience-rated programs.

Premiums and fees associated with alternative funding
programs were $2.8 billion in 2001, $2.5 billion in 2600
and $2.1 billion in 1999. These amounts are included in
the table below.

“Adjusted premiums and fees,” which consist of premiums and
fees plus “premium equivalents,” is a useful measure of volume
in CIGNA’s health care operations. 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 retrospectively experience-rated programs.
Thus, premium equivalents are an indicator of business volume
associated with alternative funding programs. However,
premium equivalents do not represent premium and fee
revenue recognized under GAAP and may not be comparable
to similarly titled measures presented by other companies.

Adjusted premiums and fees for the Employee Health Care, Life
and Disability Benefits segment were as follows for the year
ended December 31:

(In millions) 2001 2000 1999
Premiums and fees $ 13,966 $ 13,425 §$12,403
Premium equivalents 20,230 17,782 15,385
Adjusted premiums and fees 334,196 $31,207 $27,788

Premiums and fees included $305 million for Medicare
operations in 2001, $905 million in 2000 and $1.1 billion in
1999, As indicated above, CIGNA exited all but two Medicare
markets effective January 1, 2001.

The 2001 increase of 14% in premium equivalents is primarily
due to higher medical costs under alternative funding programs
that, in turn, increase the amount of paid claims. Membership
growth in indemnity alternative funding programs also
contributed to the overall increase in 2001.

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

Net Investment Income

Net investment income decreased 1% in 2601 due to
lower yields.

Net investment income increased 6% in 2000 primarily due to
an increased volume of invested assets in 2000 and, to a lesser
extent, higher yields.

Medical Membership

As of December 31, medical membership (excluding Medicare
members) was as follows for the HMO and Indemnity operations:

(In millions) 20701 2000 1999
HMO 6.9 7.1 6.6
Indemnity (estimated) 7.4 7.1 6.6

HMO medical membership decreased 3% in 2001 and increased
9% in 2000. The decline in 2001 was due to lower membership
in HMO alternative funding programs, partially offset by
increased membership in the guaranteed cost HMO program.

In 2000, the increase was attributable to higher membership in
both the alternative funding and guaranteed cost programs.
HMO medical membership for Medicare operations was 50,000
as of December 31, 2001, 122,000 as of December 31, 2000, and
188,000 as of December 31, 1999.

Indemnity medical membership increased 4% in 2001 and 7%
in 2000, reflecting growth in medical PPO membership,
partially offset by a decline in traditional indemnity programs.

Business Mix

Business mix, as m