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Unless the context otherwise requires, references to the terms “we", “our" or “us™ used thraughout this
Annual Report on Form 10-K refer to Aetna Inc. (a Pennsylvania corporation) {“Aeina "} and its subsidiaries
(collectively, the “Company™).
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Part1
Item L. Business

We are one of the nation’s leading diversified health care benefits companies, serving an estimaled 46.5
million people with information and resources to help them, in consultation with their health care professionals,
make better informed decisions about their health care. We offer a broad range of traditional, volunary and
consumer-directed health insurance products and related services, including medical, pharmacy, dentat,
behavioral health, group lifc and disability plans, medical management capabilities, Medicaid health care
management services, Medicare Advantage and Medicare supplement plans, workers' compensation
adminisirative services and health information technology products and services, such as Accountable Care
Solutions (“ACS™). Qur customers include employer groups, individuals, college students, pari-time and hourly
workers, health plans, health care providers (“providers”), governmental units, government-sponsored plans,
labor groups and expatriates.

We are working to build healthier communitics, a healthicr nation and a healthier world. Qur operational,
financial and strategically important accomplishments during 2015 included:

«  Exccution of a definitive agreement to acquire Humana Inc. (“Humnana™), a strategic and financially
attractive acquisition that we believe will enhance all elements of our growth strategy. We project that
the proposed Humana acquisition (the "Proposed Acquisition") will:

+  Add medical membership which will cnhance our peographic profile and diversified portfolio.
+  Increase our presence in government programs, which is an important element of our growth
strategy.
+  Enhance our consumer capabilities and provider engagement efforts,
[n 2015, we made significant progress towards closing the Proposed Acquisition, and we currently
expect to complete the transaction in the second ha!f of 2016.

+ Incrensing both operating revenuc and operating eamings for full-year 2015 when compared with the
corresponding period in 2014,

»  Strong performance in our Government businesses despite the significant challenges we continued to
fuce in 2015, including meaningfisl rate pressures in the Medicare Advantage business. In addition, we
expanded our presence in Government programs through membership growth in Medicare Advantage,
Medicare Supplement, Medicaid as well as through programs for members who are dually-eligible for
both Medicare and Medicaid ("Duals").

= Making progress in implementing our next generation network strategy, including our ACS products,
patient centered medical homes and other value-based network arranpements. We continue (o execute on
our strategy of working $o transform the provider netwerk model and making quality health care more
accessible and affordable. We believe increasing access and affordability is important in today's
environment where consumers are focused on receiving quality care at a low cost. Using our combination
of population health management technologies and medical management capabilities, our goal is to
continue to be a lecader in enabling health care providers to change their business models from episodic
acule care to patient population management, which allows them to convert from volume-based
reimbursement to value-based reimbursement end lowers medical costs for us and our customers, making
our products more affordable. In 2015, we signed 18 new accountable care organization (*ACO™)
collaborative agreements, and we served 1.3 million ACO members at December 31, 2015,

«  Participating on public health insurance exchanges ("Public Exchanges") in 17 states during 20135, For
2016, we are participating in 15 states where we believe we can drive competitive cost structures and
provide the best value to our customers. In addition, we also participated in a number of private health
insurance exchanges ("Privaie Exchanges”) in 20135 and intend to contintic to do so in 2016. We continue
to believe that Private Exchanges are an efficient way for plan sponsors to shift towards a defincd
contribution model for employee health benefits.

»  Making progress in developing a portfolio of products and tools that will help to transform the hezlth
benefits industry to a retail model that is consumer-centric, affordable and convenicnt. In 2016, we have
launched new consumer-focused products in four existing geographies with simplified products designed
to cnhance consumer engagement,
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We believe that these accomplishments strategically position us for future suceess with the goal of participating
in the shaping of more effective health care systems.

The health care industry continues to experience significant change. The Patient Protection and Affordable
Care Act and the Health Care and Education Reconciliation Act 0£2010 (s amended, collectively, “Health
Care Reform™ or the “ACA™) has changed and will continue 1o make broad-bused changes to the U.S. health
care system, We expect Health Care Reform and changes to Health Care Reform 1o continue to significantly
impact our business operations and financial results, including our pricing, our medical benefit ratios
{*MBRs") and the geographies in which our products arc available, Health Care Reform presents us with
business opportunities, but also with financial and regulatory challenges. Most of the key components of
Health Care Reform were phased in during or prior to 2014, including Public Exchanges, required minimum
MLRs in Commercial and Medicare preducts, the individual coverage mandate, guaranteed issue, rating limits
in individual and small group producis, significant new industry-wide fees, assessments and taxes, enhanced
premium rate review and disclosure processes, reduced Medicare Advantage payment rates to insurers, and
linking Medicarc Advantage payments to a plan’s CMS quality performance ratings or “star ratings.” The
effects of these changes are reflected in our financial resulis. Certain components of Health Care Reform will
continue to be phesed in until 2020. It is reasonably possible that Health Care Reform and/or changes to Health
Care Reform, in the aggregate, could have a significant adverse effect on our business operations and financial
results. For additional information on federal and state health care reform, refer to “Overview” and “Regulatory
Environment” and for a discussion of certain factors thet may cause our actual results to differ from currently
anticipated results in connection with health care reform, see “Forward-Looking Information/Risk Factors,”
each sections of the Management's Discussion and Analysis of Financial Condition and Results of Operations
(the “MD&A"), beginning on pages 2, 26 and 42 of the Annual Report, respectively, which are incorporated
hercin by reference.

In addition, employers, consumers and the federa! and state governments continue to increase their focus on
health care costs, and federal and state governments continue to increase their focus on providing health
insurance to the uninsured; and they continue te drive changes in the structure of health insurance and related
benefits products and services. Product features continue to evolve that are directed at containing rising health
care costs, addressing affordability problems, enhancing access to quality health care services and giving
members greater control and responsibility in directing their benefit dollars. For employer-based health
coverage, employcrs are continuing to require covered employee members to assume a greater portion of the
cost of their health care and/or coverage. These economic and political factors and greater consumer awareness
are leading to increased popularity of products that offer flexibility in design features such as deductibles and
co-payments, health savings accounts, consumer uccess to a broader nctwork of health care providers, quality-
based physician networks end high velue network solutions. The industry is alse subject to other forces
inciuding adverse and/or uncentain cconomic conditions in the U.S, and abroad, federal and state legislative and
regulatory reforms, the shift towards a consumer-focused retail marketplace, advances in pharmaceutical and
medical technology and industry consolidation. All of these factors can affect the competitiveness of product
and service offerings, the range of industry competitors and the bases of competition. We believe that these
factors will exist for some time and will drive a continuing evolution in the health care and related benefits
industry.

We continue to invest in our company through the development of new products, strategic acquisitions
and new business alllances. We place significant emphasis on developing and maintaining our product and
service offerings to serve existing and new customers and have done so through organic growth and
acquisitions, as well as new business alliances, such as our ACO artangements.

Over the last five years, this focus has led to our proposed acquisition of Humana and our acquisition of
Coventry Health Care, Inc. ("Coventry"); the introduction of new products and tools, such as our Healthagen®
portfolio of products, including our ACS, Active Health Menagement Inc, (" ActiveHealth") and Medicity Inc.
(“Medicity”) health information technology (“HIT") solutions, which further enhance our strategy of
transforming the provider network model and in tum making health care more accessible and affordable; and
our consumer products and tools such as bswift LLC ("bswift") and iTriage, which provide consumers with
important tools which help to make healthcare more convenient, hefp them make informed benefit plan
choices, connect them to providers, and help
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them navigate the evolving health care system. We also continue to develop and cnhance our existing products
and are continuing to ¢xpand our initiative to improve the transparency of our products and pricing.

Proposed Acquisition of Humana

On July 2, 2015, we entered into a definitive agreement (as it may be amended, the "Merger Agreement”) 1o
acquire Humana in a transaction valued at approximately $37 billion, based on the closing price of Actna
common shares on July 2, 2015, including the assumption of Humana debt and Humana cash and cash
equivalents, Under the terms of the Merger Agreement, Humana stockholders will receive $125.00 in cash and
0.8375 Aetna common shares for each Humena share.

On October 19, 2015, Aetna and Humana each obtained the approval of their respective shareholders necessary
for the Proposed Acquisition.

We continue to work with the U.S. Department of Justice to obtain cleararce for the proposed acquisition, and
as of February 15, 2016, we had obtained ten of the twenty state change of control regulatory approvals
necessary o close the iransaction, The proposed acquisition is currently projected to close in the second half of
2016 and remains subject to customary closing conditions, including expiration of the federal Hart-Scott-
Rodino Antitrust Improvements Act of 1976 wailing period and approvals of state departments of insurance
and other regulators, and therefore has not been refiected in this Annual Report on Form 10-K unless expressly
stated otherwise.

Our operations are conducted in three business segments: Health Care, Group Insurance and Larpe
Case Pensions. We derive our revenues primarily from insurance premiums, administrative service fees, net
investment income and other revenue. Refer to the MD&A and Note 20 of Notes to Consolidated Financial
Statements beginning on pages 2 and 143, respectively, of the Annual Report, which are incorporated herein by
reference, regarding revenue, profit and total asset information for each of our busincss segments and revenue
and asset information about geographic arcas. We acquired Coventry on May 7, 2013 (the "Coventry
Acquisition Date"), Coventry's business and related financial resulls are recorded within our Health Care
segment on and after the Coveniry Acquisition Date for the year ended December 31, 2013 and for each of the
ycars in the two year period ended December 31, 2015. The following is a description of each of our business
segments,

Health Care

Products and Services

Health Care products consist of medica?, phacmacy benefit management services, dentz), behavioral health and
vision plans offered on both an insured basis and an employer-funded, or administrative services coniract, basis
and cmerging businesses products and services, such as ACS, that complement and enhance our medical
products. Medical products include point-of-service (“POS™), preferred provider organization (*PPO"), health
maintenance organization (“HMO") and indemnity benefit (*Indemnity”) plans, Medical products also include
health savings accounts (“HSAs") and Aetna HealthFund®, consumer-directed health plans that combine
traditional POS or PPO and/or dental coverage, subject to a deductible, with an accumulating benefit account
(which may be funded by the plan sponsor and/or the member in the case of HSAs). We also offer Medicare
and Medicaid products and services and other medical products, such as medical management and data
analytics services, medical stop loss insurance, workers' compensation administrative services and products
that provide access to our provider networks in sclect geographies. We refer to insurance products (where we
assume all or a majority of the risk for medical and dental care costs) as “Insured” and administrative services
contract products (where the plan sponsor assumes all or a majority of (he risk for medical and dental care
costs) ag “ASC."

Out principal ptoducts and services are targeted specifically to large multi-site national, mid-sized and small
employers, We nlso serve individual insureds, expatriates and, in certain geographies, Medicare, Medicaid and
Duals beneficiaries and providers. Medicare, Medicaid and Duals products and services (collectively referred
to as "Government"} are categorized separately from the Health Care products and services we sell to
employers, other groups, individuals and providers, which we refer to es Commercial.

Qur primary Commercial health care products are POS, PPO, HMO, HSA and Indemnity plans.
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In addition to these primary Commercigl health care products, in select geographies we also offer Medicare
Advantage plans, Medicare Supplement plans and prescription drug coverage for Medicare beneficiaries and
pacticipate in Medicaid and subsidized Children's Health Insurance Programs (“CHIP”). CHIP are state-
subsidized insurance programs that provide benclits for famities with uninsured children. We glso participate in
Duals demonstration projects in certain states, We are seeking to substantially grow our Medicare, Medicaid
and Duals businesses over the next several years. Our Government products include:

Medicare

Through annual contracts with the Centers for Medicare & Medicaid Services (“CMS"), we offer
HMO and PPO products for eligible individuals in certain geographic areas through the Medicare
Advantage program. Members typically receive enhanced benefits over standard Medicare fee-for-
service coverage, including reduced cost-sharing for preventive care, vision and other services,

We offered network-based HMO and/or PPO plans in 1,008 counties in 39 states and Washington,

D.C. in 2015. In addition, we are expanding to 1,093 counties in 39 states and Weshington, D.C, in
2016.

We are a national provider of the Medicare Part D Prescription Drug Program (“PDP™) in all 50

states and Washington, D.C. to both individuals and employer groups, All Medicare eligible
individuals are eligible to participate in this voluntary prescription drug plan. Members typically
receive coverage for certain prescription drugs, usually subject to a deductible, co-insurance and/or co-
payment.

For certain gualifying employer groups, we offer our Medicare PPQ products nationally. When
combined with our PDP product, these national PPO plans form an integrated national fuily-insured
Medicare product for employers that provides medical and pharmacy benefits.

M Supplement

Faor certain Medicare eligible members, we offer supplemental coverage for cerinin health care costs
not covered by Medicare. The products included in our Medicare Supplement portfolio help to

cover some of the gaps in Medicare, and include coverage for Medicare deductibles and

coinsurance amounts. We offered a wide selection of Medicore Supplement products in 48 states and
Washington, D.C. in 2015

Medicaid and CHIP
We offer health care management services to individuals cligible for Medicaid and CHIP under multi-

year contracts which are subject to annual appropriations. We offered these services on an Insured or
ASC basis in 17 states in 2015.

Duals

We provide health coverage to beneficiarics who are dually eligible for both Medicare and Medicaid
coverage. These members must meet certain income and resource requirements in order 1o qualify for
this coverage. We coordinate 100% of the care for these members and may provide them with
additional services in order to manage their health care costs, During 20135, we offered setvices on an
Insured basis to members who were dually eligible in four states under demonstration projects.
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In addition to the products described above, we also offer other products and services, including:

Healthagen ®

Healthagen is a portfolio of growing businesses that tackles the fundamental needs of greater value,
coordination and tronsparency in health care, The Healthagen portfolio includes a variety of HIT
products and services, including our ACS, ActiveHealth and Medicity HIT solutions, as well as our
portfolio of consumer products. These products and services are markeled under the Healthagen brand
name, and complement our Commercial, Medicare and Medicaid products.

Accountable Care Solutipns

Our ACS products focus on growing membership in our medical products through provider
collaborations that are designed to lower medical cosis for us and our customers and make our
products more affordable. Our ACS products offer a suite of solutions designed 1o facilitate
delivery system reform and help reduce the cost of care by enabling population health manzgement
for providers, Our ACS products facilitate providers changing their business model from episodic
acute care to patient population management which aliows them to convert from volume-based
reimbursement to value-based reimbursement. Qur ACS products deploy Aetna's Medicity,
ActiveHealth and other capabilities to coflaborate with providers in new ways to improve the
quality and efficiency of care for all patients, whether they are Acina members or members of
other payors. In 2015, we continued expanding our offering of ACS products and services to
employers and individuals in more geographic aress including individuals eligibe for Medicarc
Advantage and Public Exchange programs. Our ACS products create mutually beneficial
relfationships with providers through a variety of methods, including alignment of financial
incentives based on cost and quality, implementation of innovative HIT and deploying leading carc
management programs. In 2015, we signed 18 new ACO collaborative agreements and had
collaborations under contract with Carilion Clinic, Banner Health Network, Inova Health System,
Memorial Hermann, among others.

Activeliealth Mapagement

Through the use of our patented CareEngine® system, our ActiveHealth Management products
provide evidence-based medical management and data analytics products and services to a broad
range of customers, including health plans, employers and others. ActiveHealth Management also
is 8 key component of our ACS solutions.

Medicity

Medicily is a health information exchange company and a key component of our ACS and provider
enablement solutions. Medicity offers a set of convenicnt, casy-to-access technology solutions for
physicians, hospitals and other health care providers. These capabilitics ailow us to further the
adopticn of electronic health records and contribute to initiatives that foster administrativs
simplicity in health care, a key issue for consumers, patients and providers. Medicity provides
customers clinical data integration and secure data exchange capabilities.

Consumer

We believe the role of the consumer in health care is chenging and that consumers will become the
primary decision makers when it comes to choosing their health-related henefits. As a result, we
are developing a portfolio of products and tools, including bswift and iTringe, that are designed for
aretail mode! in the health benefits industry that is consumer-centric, affordable and convenicnt.
Our Consumer business is focusing on developing a simplified, integrated offering to help
consumers pavigate the health care system and manage their health care costs.

bswi

bswill provides benefit administration technology and services to employers nationwide,
streamlining the benefits process, bswifi's technology also provides the shopping, buying and
enrolling experience for Exchanges and individuals.
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iTeigge
The iTriage application gives smart phone and computer users access to a symptom navigator
which assists users in finding ncarby health facilities or physicians that could help with their

specific health issne, iTringe assists users in finding health care that is right for them.

havioral Health
Our behavioral health and employee assistance products provide members who experience stress,
depression and other types of mental health related illness with integrated behavioral health benefit
administration, nccess lo a network of providers and innovative wellness programs. We can provide
customized behavioral health solutions to members in all 50 states.

Pharmacy

We offer pharmacy benefit management services and specialty and mail order pharmacy services to
our members. Qur pharmacy fulfillment services are delivered by Aetna Specialty Pharmacy (*ASP™)
and Aetna Rx Home Delivery®. ASP dispenses specialty medications and offers certain support
services associated with specialty medications, Specialty medications include injectable or infused
medications that may not be readily available at local pharmacies, Aetna Rx Home Delivery® provides
mail order prescription drug services, CaremarkPCS Health, L.L.C. performs the administration of
selected functions for our retail pharmacy network contracting and claims edministration; meil order
and specialty pharmacy order fulfillment and inventory purchesing and management; and certain
administrative services for us. In addition, as a result of the Coventry scquisition, another supplier also
provides certain pharmacy benefit management services to us and our customers.

Dental
We offer managed dental plans on an Insured and ASC basis. We arc one of the nation's largest
providers of dental coverage, based on membership at Decetnber 31, 2015.

Provigler Nerwork Access (' First Health” and “"Cofinitv"’}

Through our First Health and Cofinity products, we provide access to regional health care provider
networks to other insurance companies, third-party administrators, health plans and employers. First
Health products are marketed nationally, while Cofinity products are marketed in certain states.

Stop Logs

We offer medical stop loss insurance coverage for certain employers who elect to self insure their
health benefits. Under this product, we assume the costs associated with large individual claims and/or
aggrepate loss experience within an employer's plan above a pre-set annual threshold.

Aetna

Vision™ Preferred

We offer vision benefits that provide members with access to one of the largest vision networks in the
U.S. The Actna Vision Preferred program can be customized with a wide range of benefit levels and
co-payments.

Workers' Compensetion Admmistrative Services

Our workers' compcensation administrative services products and services consist of fee-based,
mangged care services, such as provider network access, cost containment services, pharmacy benefit
management, durable medical equipment and ancillary services, and care management services (o
underwriters and administrators of workers® compensation insurance.
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We offer a variety of other health care coverage products either as supplements to heaith products or as
stand-alone products, such as indemnity programs, which may be offered on an Insured or an ASC
basis. We also offer, directly or in coaperation with third partics, our Aetna Health Connections™
disease management program which addresses over 35 chronic conditions, including heart failure,
asthma and cancer.

We also offer comprehensive health care benefits and health management solutions worldwide through several
different arrangements and offerings that include medicat, dental, vision, life, disability and emergency
assistance to expatriates, foreign nationats and other constituents. Our health management business collaborates
with health care systems, government entities and plan sponsors around the warld to design and build health
management solutions to improve health, quality and cost outcomes.

Provider Networks

We contract with physicians, hospitals and other providers for services to our customers. The health care
providers who participate in our networks are independent contractors and are neither our employees nor our
agents, except for providers who work in our mail-order and specialty pharmacy facilities.

We use a variety of techniques designed to help encourage appropriate utilization of medical services
(*“wiilization™) and maintain affordability of quality coverage. In addition to contracts with health care providers
for nepotinted rates of reimbursement, these techniques include creating risk sharing arangements that align
economic incentives with our providers, the development and implementation of guidelines for the eppropriate
utilization of medical services and the provision of data to providers to ensble them to improve health care
quality.

At December 31, 2015, Actna's underlying nationwide provider network had over 1 million participating health
care providers, including over 656,000 primary carc and specialist physicians and approximately 5,600
hospitals. ‘These figures do not reflect providers who participate in Coventry's networks but not Actna's.

Accountable Care Solutions

We collaborate with hospitals and other providers through our ACS products. ACS arrangements focus
on high value narrow network solutions to provide high-quality, low-cost options in local peographies.
We arc able to help enhance our relationships with hospitals and other providers through a variety of
methods, including a re-alignment of financial incentives for providing high quality care, total cost
management initiatives and risk sharing amrangetnents.

Primary Care Physicigns

We compensate primary carc physicians ("PCPs™) participating in our networks on both n fee-for-
service and copitated basis, with capitation generally limited to HMO products in certain geographic
areas and representing approximately four percent of health care costs in 2015, and approximately five
percent in each of 2014 and 2013, In & fee-for-service arrangement, physicians are paid for health carc
services provided to the member based upon a set fee for the services provided. Under a capitation
arrangement, physicians receive a monthly fixed fee for each member, regardless of the volume of
health care services provided (o the member. In some cases, PCPs who are paid on a fee-for-service or
capitated basis also receive additional incentive fces if cenain performance metrics are attained.

Specialist Physicians

Specialist physicians participating in our networks are generally reimbursed at contracted rates per visit
or per procedure.
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Hospitals

We typically enter into contracts with hospitals that provide for per-day and/or per-case rates, often
with fixed rates for ambulatory, surgery and emergency room services. We also have hospital contracts
that provide for reimbursement based on a percentage of the charges billed by the hospital.

Our medical pluns generally require notification of elective hospital admissions, and we monitor the
length of hospilal stays, Physicians who participate in our networks generally admit their patients in
network-based products to participating hospitals using refcrrat procedures that direct the hospital to
contact our patient management unit in order to confirm the patient's membership stats and facilitate
the patient management process, This unit also assists members and providers with related activities,
including, if necessary, the subsequent transition to the home environment and home care. Case
management assistance for complex cases is provided by a special unit.

Qther Providers
Laboratoty, imaging, urgent care and other freestanding health facility providers are generally paid
under fee-for-service arrangements, except for certain laboratory services.

ality A ment
CMS uses a 5-star rating system to monitor plans and ensure that they meet CMS's quality standards, CMS
uses this rating system to provide Medicare beneficiaries with a tool that they can use to compare the overail
quality of care and leve! of customer service of companies that provide Medicare health care and drug plans,
The rating system considers a varicty of measures adopted by CMS, including quality of preventative services,
chronic illness management and overall customer satisfaction.

We seck Health Plan accreditation for our Aetna HMO plans from the National Comumittee for Quality
Assurance (the “NCQA"™), a national organization established to review the quality and medical management
systems of health care plans, Health care plans seeking accreditation must pass a rigorous, comprehensive
revicw and must annually report on their performance.

Actna Life Insurance Company ("ALIC"), a wholly-owned subsidiary of Aetna, has received nationwide
NCQA PPO Health Plan accreditation, through January 24, 2017. At December 31, 2015, all of our Aetna
Commercial HMO and PPO members who were eligible, participated in HMOs or PPOs that are accredited by
the NCQA.

NCQA and URAC (formally known as American Accreditation HealthCere Commission, Inc.), arc nationat
organizations founded to establish standards for the health care industry. Purchasers and consumers Jook to
URAC's and NCQA's accreditation and certification as an indication that a health care organization has the
necessary structures and processes 1o promote high-quality care and preserve patient rights. In addition,
regulators in over 80% of the states recognize NCQA's accreditation and certification standards.

Our provider seleclion and credentialing/recredentialing policies and procedures are consistent with NCQA and
URAC, as well as state and federal, requirements. In addition, we are certified under the NCQA Credentials
Verification Organization (*CVO") certification program for all certification options through January 13, 2017,
Our URAC CVO accreditation is valid through October 1, 2018.

Our quality assessment programs for contracted providers who participate in our netwaorks begin with the initial
review of health care practitioners. Practitioners' licenses and education are verificd, and their work history is
collected by us or in some cases by the practitioner's affiliated group or organizetion. We generally require
participating hospitals to be certified by CMS or accredited by the Joint Commission, the American
Osteopathic Association, or Det Norske Veritas Healthcare.

We also offer quality and outcome measurement programs, quality improvement programs, and health care
data analysis systems to providers and purchasers of health care services.
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Principal Markeis and Sales

Our medical membership is dispersed throughout the U.S., and we serve a limited number of members in
certain countrics outside the U.S. Refer to Note 20 of Notes to Consolidated Financial Siatements, beginning
on page 143 of the Annual Report, which is incorporated herein by reference, for additional information an our
foreign customers. We offer a broed range of traditional, voluntary and consumer-directed health insurance
products and related services, many of which arc available nationwide. Depending on the product, we market
to & range of customers including employer groups, individuals, college students, part-time and hourly workers,
health plans, providers, governmental units, government-sponsored plans, labor groups and expatriates.

The following table presents total medical membership by U.5. and other geographic region and funding
arrangement at December 31, 2015, 2014 and 2013;

05 2014™ 2013 ™
(Thousands) Insured ASC Totsl  Insured ASC Total  Insured ASC Total
Northeast 1,166 2,952 5t18 1314 2905 5,219 2,267 2,580 5,147
Southeast 2,173 3,183 5356 2,49 3,167 5316 1,906 3,135 5041
Mid-America 2,307 2,913 5,420 23n 2,980 5,352 2,07 3,025 5,096
West 1,837 5,008 6,845 1,999 4,950 6,949 2,009 4,303 6,312
Other 440 308 748 452 260 N2 362 232 594
Total medical membership 9023 14364 23487 9286 14,262 23,548 8615 13575 219

" December 31, 2014 and 2013 membership by geopraphic region has been reclussified to conform with the 2015 presentation,

Additional information on Health Care's membership is included in the *Membership™ section of the MD&A,
on page 10 of the Annual Report, which is incorporated herein by reference,

We market both Insured and ASC products and services primarily to employers that sponsor our products (ulse
called “plan sponsors™) for the benefit of their employees and their employees' dependents. Frequently, larger
employers offer employees a choice among coverage options, from which the employee makes his or her
selection during a designated annual open enroliment period. Typically, employers pay ail of the monthty
premiums to us and, through payroll deductions, obtain reimbursement from employees for a percentage of the
premivms that is determined by eech employer. We also sell Insured plans directly to individual consumers in a
number of states, including through Public Exchanges. Some Health Care products are sold directly to
employees of employer groups on a fully employee-funded basis. In some cases, we bill the covered individual
directly.

We offer Insured Medicare coverage on en individual basis as well as through employet groups to their
retirees. Medicaid and CHIP members are cnrolled on an individual basis. We elso offer Insured health care
coverage to members who are dually-cligible for both Medicare and Mcdicaid,

Health Care products are sold through our sales personnel, as well as through independent brokers, agents and
consultants who assist in the production and servicing of business; Public Exchanges; and Private Exchanges,
For large plan sponsors, independent consultants and brokers are frequently involved in employer health plan
selection decisions and sales. In some instances, we may pay commissions, fees and other amounis to brokers,
agents, consultanis and sales representatives who place business with us. In cerlain cascs, our customer puys
the broker for services rendered, and we may facilitate that arrangement by collecting the funds fram the
customer and transmitting them to the broker. We support our marketing and salcs efforts with an advertising
program that may include television, radio, billboards, print media and social media, supplemented by market
research and dircct marketing efforts.

Pricing

For Commetcial Insured plans (including our Public Exchange plans) contracts containing the pricing and other
terms of the relationship are generally established in advance of the policy period and typically have a duration
of one year. Fecs under our ASC plans are generally fixed for a period of one year.
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We usc prospective rating methodologies in determining the premium rotes charged to the majority off
employer groups, and we also use retrospective rating methodologies for a limited number of groups. Premium
tates for customers with more than approximately 125 employees penerally take into consideration the
individual plan sponsor's historical and anticipated claim expesience where pemmitted by law. Some states may
prohibit the use of one or more of these rating methods for some customers, such #s small employer groups, or
all customers,

Under prospective rating, a fixed premium rate is determined at the beginning of the policy period. We
typically cannot recover unanticipated increases in health care costs in the current policy period; however, we
may consider prior experience for a product in the aggregate or for a specific customer, among other factors, in
determining premium rates for future policy periods. Where required by state laws, premium rates arc filed and
approved by state regulators prior to contract inception. Our future results could be adversely affected if the
premium Tates we request are not appreved or are adjusted downward ar their approval is delayed by state or
federal regulators.

Under retrospective rating, we deterrnine a premium rate at the beginning of the policy period. After the palicy
period has cnded, the sctual claim and cost experience is reviewed. If the actual claim cosis and other expenses
are less than expected, we may issue a refund to the plan sponsor based on this favorable experience. If the
experience is unfavorabie, in certain instances we may recover the resulling deficit through contractual
provisions or consider the deficit in setting future premium levels, However, we may not recover the deficit ifa
plan sponsor elects to terminate coverage. Retrospective rating may be used for Commercial Insured plans that
cover more than approximately 300 lives.

We have Medicere Adventage and PDP contracts with CMS to provide HMO, PRO and prescription drug
coverage to Medicare beneficiaries in certain geographic areas, Under these annual contracts, CMS pays us a
fixed capitation payment and/or a portion of the premium, both of which are based on membership snd
adjusted for demographic and health risk factors. CMS also considers inflation, changes in utilization patterns
and average per capita fee-for-service Medicare costs in the calculation of the fixed capitation payment or
premium. Our PDP contracts also provide a risk-sharing arrangement with CMS te limit our exposure 10
unfavorable expenses or benefit from favorable expenses, Amounts payable to us under the Medicare
arrangements are subject to annual revision by CMS, and we elect to participate in each Medicare service area
or region on an ennual basis. Premiums paid to us for Medicare products are subject to federal government
reviews and audits, which can result, and have resulted, in retroactive and prospective premium adjustments
and refunds to the government and/or members. In addition to payments reccived from CMS, some of our
Medicare Advantage products and all of our PDP products require a supplemental premium to be paid by the
member or spensoring employer. In some cases these supplemental premiums are adjusted based on the
member's income and asset levels. Compared to Commercial products, Medicare contracts gencrate higher per
member per month revenues and health care costs,

Health Care Reform ties a portion of each Medicare Advantage plan's reimbursement to the plan's "star
ratings.” Since 2015, plans must have an overall star rating of four or higher (out of five) to qualify for quality
bonus payments, CMS released our 2016 star ratings in October 2015. Our 2016 star ratings will be used to
determine which of our Medicare Advantage plans have ratings of four stars or higher and qualify for bonus
payments in 2017. Our enrollment weighted-avernge 2016 star rating was 4.2, and our enrollment weighted-
average 2015 and 2014 star ratings were both 4.0, Based on our membership at December 31, 2015, 85% of
our Medicare Advantage members were in plans with 2016 star ratings of at least 4.0 stars. Qur Medicare
Advantage plans' operating results will continue 10 be significantly affected by their star ratings,

Rates for our Medicare Supplement products are regulated at the state level and vary by state and plan.

Under our Insurcd Medicaid contracts, state government agencies pay us fixed monthly rates per member that
vary by state, line of business and demographics; and we arrange, pay for and manage health care services
provided to Medicaid beneficiaries. These rates are subject to change by each siate, and in some instances,
provide for adjustment for health risk factors. CMS requires these rates (o be actuarially sound. We also receive
fees from our customers where we provide services under ASC Medicaid contracts. Qur ASC Medicaid
contracts
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generally are for periods of more than one year, and certain of them contain performance incentives end limited
financial risk sharing with regpect to certain medical, financial and operational metrics. Under these
arrangements, performance is evaluated annuelly, with associnted financia! incentive opportunities, and our
financial risk share obligations are typically limiled to a percentage of the fees otherwise payable to us,
Payments to us under our Medicaid contracts are subject to the annual appropriation process in the applicable
state.

Under our Duals contracts, the rate setting process is generally established by CMS in partnership with the state
government agency participating in the demonstration project, Both CMS and the state government agency
may seck premium and other refunds under certain circumstances, including if we fail to comply with CMS
regulations or other contractual requircments.

We offer HMO and consumer-directed medical and dental plans to federal employees under the Federal
Employces Health Benefits Program and the Federa) Employees Dental and Vision Insurance Program.
Premiumn rates and fees for those plans are subject to federal govemnment review and sudit, which can result,
and have resulted, in retroactive and prospective premium and fec adjustments and refunds to the government
and/or members.

Beginning in 2014, Health Care Reform imposed significant new industry-wide fees, assessments and taxes,
Refer lo Note 5 of Notes to Consolidated Financial Stalements, beginning on page 101 of the Annual Report,
which is incorporated by reference, for additional information on the Health Care Reform fecs, assessments
and taxes. Our goal is to collect in premiums and fees or solve for all of these estimated fees, assessments and
taxes,

The health care benefits industry is highly competitive, primarily duc to a large number of for-profit and not-
for-profit competitors, our competitors' marketing and pricing, and a proliferation of competing products,
including new products that are continually being introduced into the marketplace, New entranis into the
marketplace, as well as consolidation within the industry, have coniributed to and are expected 1o intensify the
competitive environment. In addition, the rapid pace of change as the indusiry evolves towards a consumer-
focused retail marketplace, including Public and Private Exchanges, and the increased use of lechnology to
interact with members, providers and customers, increase the risks we currently face from new entrants and
disruptive actions by existing competitors compared to prior periods. References to competitors and other
compenies throughout this Annual Report on Form 10-K, including the information incorporated herein by
reference, are for illustrative or companison purposes only and do not indicate that these companies are our
only competitors or arc our closest compelitors,

We believe that the significant factors that distinguish competing heaith plans include the perceived overall
guality (including accredilation status), quality of service, comprehensiveness of coverage, cost (including
premium rates, provider discounts and member out-of-pocket costs), product design, financial stability and
ratings, breadth and quality of provider networks, ability te of¥er dilferent provider network options, providers
available in such networks, and quality of member support and care management programs. We believe that we
are competitive on each of these factors. Cur ability to increase the number of persons covered by our plans ot
to increase our revenues is affected by our ability to differentiate ourselves from cur competitors on these
factors, Competition may also affect the availubility of services from healih care providers, including primary
care physicians, specialists and hospitals.

Our Insured products compete with local and regional health care benefits plans, in addition to health care
benefits and other plans sponsored by other large commercial health care benefit insurance companies and
numerous for-profit and not-for-profit organizations operating under licenses from the Blue Cross and Blue
Shield Association. Additional competitors include other types of medical and dental provider organizations,
various specialty service providers (including phurmacy benefit management services providers), integrated
health care delivery organizations (networks of providers who also coordinate adminisirative services for and
assume insurance risk of their members), third party administrators, HIT companies and, for certain plans,
programs sponsored by the federal or stute governments. Emerging competitors include start up health care
benefits plans, technology companies, financial services firms that are distributing competing products on their
proprictary Private
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Exchanges, consulting firms that are distributing competing products on their proprietary Private Exchanges, as
well as non-traditional distributors such as retail companies. Our ability to increase the number of persons
enrolled in our Insured products also is affected by the desire and ability of employers to self-fund their health
coverage.

Our ASC plans compete primarily wilh other large commercial heatth care benefit companies, numerous for-
profit and not-for-profit organizations operating under licenses from the Blue Cross and Bluc Shicld
Association and third-party administrators.

Qur international products compete with local, global and U.S.-based heulth plans and commercial health care
benefit insurance companies, many of whom have a longer operating history and better brand recognition and
greater markctplace presence in one or more geopraphies,

The provider solutions and HIT marketplaces and provider solutions and HIT products are evolving rapidly.
We compete for provider solutions and HIT business with other large health plans and commercial health care
benefit insurance companies as well as informeation technology companics and companies that specialize in
provider solulions and HIT. Many of our information technology product competitors have longer operating
histories, better brand recognition, greater marketplace presence and more experience in developing innovative
products.

In addition to competitive pressures affecting our ability to obtain new customers or retain existing customers,
our membership has been and may continue to be adversely affected by adverse and/or uncertain economic
conditions and reductions in workforce by existing customers due to adverse and/or uncertain general
economic conditions, especially in the U.S. and industries where our membership is concentraled.

We currently have several reinsurance agreements with nonaffiliated insurers that relate to Health Care
insurance policics. We entered into these contracts to reduce the risk of catastrophic losses which in tumn
reduces our capital and surplus requirements, We frequently evaluate reinsurance opportunities and refine our
reinsurance and risk management strategies on a regular basis.

[actors Affecting Forward-1.ooking Information

Information regarding certain of the important facters that may materially affect our Health Care business and
our statements concerning future events is included in the “Forward-Looking Information/Risk Factors” section
of the MD&A, beginning on page 42 of the Annual Report, which is incorporated herein by reference,

Group [nsurance
o .
Group Insurance products consist primarily of the following:

+  Life Insurance Products consist principally of group term life insurance, the amounts of which may be
fixed or linked to individual employee wage levels. We also offer voluntary spouse and dependent term
life insurance, and group universal life and accidental death and dismemberment insurance, We offer
life insurance products on an Insurcd basis.

= Disability Insurance Products provide employee income replacement benefits for both short-term and
long-term disability (and products which combine both), Similer 1o Health Care products, we offer
disability benefits on hoth an Insured and employer-funded basis. We also provide absence
management services (o cmployers, including short-term and long-term disability administration and
leave management.

»  Long-Term Care Insurance Products provide benefits to caver the cost of care in privale home
settings, adult day care, assisted living or nursing facilities. We no longer solicil or accept new long-
term cure customers, Long-term care benefits were offered primarily on an Insured basis. ‘The product
was available on both a service reimbursement and disability basis.
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Principal Markets od Sales

We offer our Group Insurance products in 49 states as well as Washington, D.C,, Guam, Puerto Rico, the U.S.
Virgin Islands and Canada. Depending on the product, we market to a range of customers from small employer
groups to large, multi-site and/or multi-state employer programs.

We market Group Insurance products and services primarily to employers that sponsor our products for the
benefit of their employces and their employees' dependents. Frequently, employers offer employees a choice of
benefits, from which the employee makes his or her selection during a designated annual open enrollment
period. Typically, cmployers pay all of the monthly premiums (o us and, through payroll deductions, obtain
reimbursement from cmployecs for a percentage of the premiums that is determined by each employer, Some
Group Insurance products are sold directly to employecs of employer groups on a fully employee-funded basis.
Tn some ¢ases, we bill the covered individual directly.

Group Insurance products are sold through our sales personnel, as well as through independent brokers, agents
and consultants who assist in the production and scrvicing of business. For large plan sponsors, independent
consultants and brokers ure frequently invelved in employer plan selection decisions and sales. We pay
commissions, fees and other amounts 1o brokers, agents, consuliants and sales representatives who place
business with us, We support our marketing and sales efforts with an advertising program that may include
direct marketing efforts as well as television, radio, billboards, print media and social media, supplemented by
market research.

Pricing

Feor Insured Group Insurance plans, employer group contracts containing the pricing and other temms of the
relationship are gencrally established in advance of the policy peried. We use prospective and retrospective
rating methodologics to determine the premium rates charged to employer groups. These are typically offered
with rate guarantees that generally range from one to five years.

Under prospective rating, a fixed premium rete is determined at the beginning of the policy period. We cannot
recover unanticipated increases in mortality or morbidity costs in the current policy period; however, we may
consider prior experience for a product in the aggregate or for a specific customer, among other factors, in
determining premium rates for future policy periods.

Under retrospective rating, we determine & premium rate at the beginning of the policy period. Afier the policy
period has ended, the actual claim and cost experience is reviewed. 1f the actual claim costs and other expenses
are less than expected, we may issue a refund to the plan sponsor based on this favorable experience. If the
experience is unfavorable, we consider the deficit in setting future premium levels, and in certain instances, we
may recover the deficit through contractual provisions such as offsets against refund credits thet develop for
future policy periods. However, we may nol recover the deficit if a plan sponsor elects to terminate coverage.
Relrospective rating is most ofien used for Insured employer-funded plans that cover more than approximately
3,000 lives.

Competition

For the group insurance industry, we believe thet the significant faciors that distinguish competing companies
are cost, quality of service, financial strength of the insurer, comprehensiveness of coverege, and product array
and design. We believe we are reasonably competitive on each of these factors; however, some of our
competitors have greater scale, financial and other resources, better brand recognition end lower expenses. The
group life and group disability marketplaces remain highly competitive.

Reinsurance

We currently have several reinsurance agreemenis with nonaffiliated insurers that relate to both life and long-
term disability products. Certain of our reinsurance arrangements are established on a case-by-case basis, and a
subset of our reinsurance agreements cover closed blocks of business and cancelled cases. We also have a
reinsurance arrangement to mitigate long-term disability claim severity risk at the individual claim level, and
another reinsurance arrangement that provides a limited degree of catastrophic risk protection for certain of our
lite
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products, We frequently eveluate reinsurance opportunities and refine our reinsurance and risk management
strategies on a regular basis.

Eactors Alfecting Forward-Looking Information

Information regarding certain of the important factors that may materially affect our Group Insurance business
and out statements concerning future events is included in the “Forward-Looking Information/Risk Factors”
section of the MD&A, beginning on page 42 of the Annual Report, which is incorporated hercin by reference.

Large Case Pensions

Principyl Products

Large Case Pensions manages a variety of retirement products (including pension and ennuity products)
primarily for tax-qualificd pension plans. We do not actively market Large Case Pensions products, but
continue to accept deposits from existing customers and manage the run-off of our existing business. Contracts
provide non-guaraniced, experience-rated and guaranteed investment options through general and scparate
account products. Large Case Pensions products that use separate accounts provide contract holders with a
vehicle for investments under which the contract holdets primarily assume the investment risk. Large Case
Pensions earns  management fee on these separale accounts.

In 1993, we discontinued our fully-guaranteed Large Case Pensions products. Information regarding these
products is incorporated hercin by reference to Note 21 of Notes to Consolidated Financial Statements
beginning on page 146 in the Annual Report.

Fuctors AMecting Forward-Lovking Information

Information regarding certain of the important factors that may materially affect our Large Case Pensions
business and our stalements concerning future events is included in the “Forward-Looking Information/Risk
Factors™ section of the MD&A, beginning on page 42 of the Annual Report, which is incorporated herein by
reference,

Other Matters

Access to Reports

Our repons to the U.S. Securities and Exchange Commission (the “SEC"), including our Annual Reports on
Form 10-K, Quarterly Reports on Ferm 10-Q, Current Reports on Form 8-K and any amendments lo those
reposts are available without charge on our website at www.actna.com as soon as practicable after they are
clectronically filed with or fumished to the SEC. The information on or linked to our website is neither a part
of nor incorporated by reference in this Form 10-K or any of our other SEC filings. Copies of these reports are
also available, without charge, from Aetna's Investor Relations Department, 151 Farmington Avenue, Hartford,
CT 06156,

Regulation

Fer information regarding significant regulation that affects us, refer to “Regulatory Environment”™ end for a
discussion of certain factors that may cause our actual results to differ from currently anticipated results in
contnection with regulation that affects us, see “Forward-Looking Information/Risk Factors”, each sections of
the MD&A, beginning on pages 26 and 42, respectively, of the Annual Report, which are incorporated herein
by reference.

Patents and Trademarks

We own a number of trademarks and patents that are important to Actna. Some of the trademarks include
Actna, os well as the corfesponding Aetna design logo, Aetna Navigator®, ActiveHealth®, bswift®,
CareEngine®, Coventry®, DocFind®, Healthagen®, Healthy Merits®, iTriage®, Medicity®, Meritain Health®,
NeoCare Solutions™, PayFlex®, Practice IQ®, Prodigy Health Group®, Springbaard Marketplace® and
Wellmatch®. Some of our patents include the CareEngine patent that expires in 2021 and the Master Patient
Index patent that expires in 2029. We consider these patents and trademarks and our other patents, irademarks
and trade names important in the operation of our business, However, our business, including that of each of
our individual segments, is not dependent on any individus! patent, trademark or trade name.
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Employees
We had approximately 50,100 employees at December 31, 2015,

Customer Concentration

The U.S. federal government is a significant customer of both the Health Care segment and the Company.
Premiums and fees and other revenue paid by the federal government accounted for 31% of the Health Care
segment's revenue and 30% of our consolidated revenue in 2015. Contracts with CMS for coverage of
Medicare-eligible individuals accounted for 83% of our federal govemment premiums and fees and other
revenue, with the balance coming from federal employec-related benefit programs and ACA programs. No
other individual customer, in any of our segments, accounted for 10% or more of our consolidated revenues in
2015. Our Medicaid business accounted for 12% of both the Health Care segment's revenue and our
consolidated revenue in 2015, However, no individual state government agency accounted for mare than 10%
of our consolidated revenue or the Health Care segment's revenue in 2015, Other than our contracts with CMS,
aur segments are not dependent upon a single customer or a few customers the loss of which would have a
significant effect on the carnings of a segment. The loss of business from any one, or a few, independent
brokers or agents would not have 2 material adverse effect on our eamings or the carnings of any of our
segments. Refer to Note 20 of Noles o Consolidated Financial Statements, beginning on page 143 of the
Annual Report, which is incorporated herein by refercnce, regarding segment information,

Item 1A. Risk Faclors

The information contained in the “Forward-Looking Information/Risk Factors™ section of the MD&A, which
begins on page 42 of the Annual Repont, is incorporated herein by reference.

item 1B. Unresolved Staff Comments

None.

Hem 2. Properties

Our principal office is a building complex that is approximately 1.7 million square feet in size end is located nt
151 Farmington Avenue, Hartford, Connecticut. Our principal office is used by ell of our business segments.
We also own or lease other space in the greater Hartford area, Bethesda, Maryland, Blue Bell, Pennsylvania,
and various field locations in the U.S, and several foreign countries. Such properties are primarily used by our
Health Care segment. We believe our properties are adequate and suitable for our business us presently
conducted.

Ttem 3, Legal Proceedings

The information conteined under “Litigation and Regutatory Proceedings™ in Note 19 of Notes to Consolidated
Financial Statements, which begins on page 139 of the Annual Repon, is incorporated herein by reference.

Item 4. Mine Safety Disclosures

Not applicable.
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EXECUTIVE OFFICERS OF THE REGISTRANT

Aetna's Chuirman is elected by Aetna's Board of Directors (our “*Board™). All of Aeina's other executive
officers listed below are appointed by our Board, generally at its Annual Meeting, and such persons hold office
until the next Annual Meeting of our Board or unti! their successors are elected or appointed. None of these
officers has a family relationship with any other executive officer or Dircctor. In addition, there are no
arrangements or understandings, other than those with Directors or execative officers acting solely in their
capacities as such, pursuant to which these executive officers were appointed.

Name of Executive

Oflficer Position* Age*
Mark T. Bertolini Chairman and Chief Executive Officer 59
Karen §. Lynch President 53
William J. Casazza Executive Vice President and General Counsel 60
Shawn M. Guertin Execulive Vice President, Chief Financial Officer and 52

Chief Enterprise Risk Officer

Gary W. Loveman, Ph.D. Executive Vice President, Consumer and Health Services 55
Margaret M. McCarthy Executive Vice President, Operations and Technology 62
Harold L. Paz, M.D, M S. Executive Vice President, Chief Medical Officer 61
Francis S. Soistman, Jr. Executive Vice President, Government Services 59

*As of February 19, 2016
Executive Officers’ Business Experience During Past Five Years

Mark T. Bertolini serves as Aetna's Chairman, having held that position since April 8, 2011, Mr. Bertolini
was elected to Aetna's Board and has served as Chicfl Executive Officer since November 29, 2010. Mr.
Bertolini also served as President from July 24, 2007 o December 31, 2014,

Karen 8. Lynch became President of Aetna on January 1, 2015, having served as Executive Vice President,
Local and Regional Businesses since February 2013 and Exccutive Vice President, Head of Specialty Products
since July 23, 2012, Priar to joining Actna, Ms, Lynch served as President of Magellan Health Services, a
position she assumed in August 2009.

William J. Casszza became Executive Vice President and General Counsel on January 2, 2014, having setved
as Senior Vice President and General Counsel since September 6, 2005.

Shawn M. Guertin became Executive Vice President, Chief Financial Officer and Chief Enterprise Risk
Officer on January 2, 2014, having served as Senior Vice President, Chief Financial Officer and Chief
Enterprise Risk Officer since February 25, 2013. Prior to that, Mr. Guertin served as the Head of Business
Segment Finance since April 2011, Prior to joining Aetna, Mr. Guertin had served as a consultant 1o Coventry
from January 1, 2010 10 December 31, 2010.

Gary W. Loveman, Ph.D. became Executive Vice President, Consumer Health and Services on October 26,
2015, Prior to joining Aetne, Mr. Loveman served as Chairman, Chief Executive Officer and President of
Caesars Entertainment Corporation through June 30, 2015, and he continucs o serve as its Chairman. Mr.
Laveman joined Caesars as Chief Operating Officer in 1998 and became President in April 2001, Chief
Executive Officer in January 2003 and Chairman of the Board on January 1, 2005, Mr. Loveman also serves as
Chairman of the Board of Caesars Entertainment Operating Company, Inc. ("CEOC", a subsidiary of Caesars
Entertainment Corporation). Mr. Loveman resigned as President and Chief Executive Officer of CEOC on July
30, 2014 and from other offices held with certain of CEOC's subsidiaries on January 14, 2015 and March 12,
2015. CEOC and those subsidiaries filed a voluniary petition under Chapter 11 of the Federal bankruptcy laws
on January 15, 2015.
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Margaret M. McCerthy became Executive Vice President, Operations and Technology on November 29,
2010, having served as Chicf Information Officer since June 3, 2005 and Senior Vice President [nnovation,
Technology and Service Operations since January 1, 2010,

Harold J. Paz, M.D, M.S, became Exccutive Vice President, Chief Medical Officer on July 28, 2014, Prior to
joining Aetna, Dr. Paz served as Chiel Executive Officer of Penn State Hershey Medical Center and Health
System, Senior Vice President for Health Affairs for Penn State University, dean of its College of Medicine
and professor of medicine and public health sciences, a position he assumed in April 2006.

Francis S. Soistman, Jr. became Executive Vice President, Government Services on June 14, 2013, having
served as Vice President, Medicare since May 20, 2013 and Head of Medicare since Junuary 14, 2013, Prior to
joining Aetnia, Mr. Soistman served as Executive Vice President of Jessamine Healthcare, a position he
assumed in 2010, Prior to that, Mr. Soistman served as Executive Vice President, Individual Consumer and
Government Business Division al Coventry.

Part I¥

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securitics

Our common shares (“common stock™) are listed on the New York Stock Exchange, where they trade under the
symbol AET. As of January 31, 2016, there were 6,851 record holders of our common stock,

During the three months ended December 31, 2015, we did not repurchase any shares of common stock. At
December 31, 2015, we had remaining authorization to repurchase an aggregate of up to approximately $1.1
biltion of common stock under our November 21, 2014 and February 28, 2014 programs. Prior to the closing of
the Proposed Acquisition, our ability to repurchase shares of our common stock will be limited. We expect to
suspend our share repurchase programs for spproximately six months following the closing of the Proposed
Acquisition,

Refer to Note 16 of Notes to Consolidated Financial Statements, beginning on page 135 of the Annual Report,
which is incorporated herein by reference, regarding our share repurchases, including Boerd authorizations,
shares repurchased during 2015 and our remaining share repurchase authorization as of December 31, 20135.

On February 19, 2016, our Board declared a cash dividend of $.25 per common share that will be paid on April
29, 2016, Lo shareholders of record at the close of business on April 14, 2016. Declaration and payment of
future dividends is at the discretion of our Board and may be adjusted as business needs or marketplace
conditions change. Information regarding restrictions on our present and future ability to pay dividends is
included in the “Liquidity and Capital Resources” section of the MD&A and Note 17 of Notes to Consolidated
Financial Stalements, beginning on prges 16 and 136, respectively, of the Annual Report, which are
incorpotated herein by reference, Information regarding quarterly cammon stock prices is incorporated herein
by reference to the “Quarterly Data (unaudited)” included on page 152 of the Annual Report.

Item 6. Selected Financial Data

The information contained in “Selected Financial Data™ on page 81 of the Annual Report is incorporated herein
by reference.

Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations

The information contained in the MD&A, beginning on page 2 of the Annual Report, is incorporated herein by
reference.
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Item 7A. Quantitative nnd Qualitative Disclosures About Market Risk

The information contained in the “Risk Management and Market-Sensitive Instruments” section of the MD&A,
beginning on page 15 of the Annual Report, is incorperated herein by reference.

Item 8. Financial Statements and Supplementary Data

The information contained in Consolidated Financial Statements, Notes to Consolidated Financial Statements,
Report of Independent Registered Public Accounting Firm and “Quarterly Data (unaudited),” beginning on
page 82 of the Annual Report, is incorporated herein by reference,

Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure
None.
Item 9A. Controls and Procedures

Disclosure Controls and Procedures

We maintain disclosure controls and procedures, which are designed to ensure that information that we are
required to disclose in the reports we file or furnish under the Securities Exchange Act of 1934, as amended
{the “Exchange Act™), is recorded, processed, summarized and reported within the time periods specified in the
SEC"s rules and forms, and that such information is accumulated and communicated (o our management,
including our Chicf Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions
regarding required disclosure,

An evaluation of the effectiveness of our disclosure controls and procedures as of December 31, 2015 was
conducted under the supervision and with the participation of cur Chief Executive Officer and Chief Financial
Officer. Based on that evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that
our disclesure controls and procedures as of December 31, 2015 were designed to ensure that material
information relating to Aetna Inc. and its consolidated subsidianies would be made known to the Chief
Executive Officer and Chicf Financial Officer by others within those entitics, particularly during the periods
when pericdic reports under the Exchange Act are being prepared and were effective. Refer to the
Certifications by our Chief Executive Officer and Chief Financial Officer filed as Exhibits 31.1 and 31.2 to this
Form 10-K.

Management's Report on Internal Control Over Financinl Reporting
Management's Repert on Internal Control Over Financial Reporting, on page 150 of the Annual Report, is
incorporated herein by reference.

Report of Independent Registered Public Accounting Firm

The Report of Independent Registered Public Accounting Firm, on page 151 of the Annual Repord, is
incarporated herein by reference.

Changes in Internal Control over Financial Reporting

There has been no change in our intemal control over financial reporting identified in connection with the
evaluation of such control that occurred during our fourth fiscal quartcr that has materially affected, or is
reasonably likely to materially affect, our intemal control over financial reporting.

Item 9B, Other Information

None,

Pape 18

00020



00021

10-K Page 21 of 37

Part IT1
Item 10. Directors, Executive Officers and Corporate Governance

Information concerning the Exccutive Officers of Aeina Inc. is included in Part I pursuant to General
Instruction G to Form 10-K.

Information conceming our Directors, our Directors’ and certain of our executives' compliance with Section 16
(8) of the Exchange Act, our Code of Conduct (our writien code of ethics) and our audit committee and oudit
committee financial experts is incorporated herein by reference to the information under the captions
“Nominees for Directorships,” “Section 16(a) Beneficial Ownership Reporting Compliance,” “Actna’s Code of
Conduct” and “Board and Committee Membership; Committes Descriptions” in the Proxy Statement.

Item 11, Executive Compensation

The information under the captions “Compensation Discussion and Analysis,” “Director Compensation
Philosophy and Elements,” “2015 Nonmanagement Director Compensation,” “Additional Director
Compensation Information,” “Executive Compensation,” “Compensation Committee Interfocks and Insider
Participation” and “Compensation Committec Report” in the Proxy Statement is incorporated herein by
reference.

Ttem 12. Security Ownership of Certain Beneficial Owners and Management und Related Stockhalder
Matters

The information under the caption “Security Ownership of Certain Beneficial Owners, Directors, Nominces
and Exceutive Officers” and “Equity Compensation Plans™ in the Proxy Statement is incotporated herein by
reference.

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information under the captions “Director Independence” and “Related Party Transaction Policy” in the
Proxy Statement is incorporated herein by reference.

Item 14. Principal Accounting Fees and Services

The information under the captions “Fees Incurred for 2015 and 2014 Services Perfonmed by the Independent
Registered Public Accounting Firm"” and “Nonaudit Services and Other Relationships Between the Company
and the Independent Registered Public Accounting Firm” in the Proxy Statement is incorporated herein by
reference.

Part IV
Item 15. Exhibits, Financial Statement Schedules
The following documents are filed as part of this Form 10-K:

Financial Statemenis

The Consolidated Financial Statemcnts, Notes to Consolidated Financial Statements and Report of Independent
Registered Public Accounting Firm, which begin on pages 82, 87 and 151, respectively, of the Annual Repon,
are incorporated herein by reference.

Financial statement schedule
The “Condensed Financial Information of Aetna Inc, (Parent Company Only)" is included in this Item 13,
Refer to Index to Financial Statement Schedule on page 25.
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Exhibits 1o this Form 10-K are as follows:

2
2.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

Plan of acquisition, rearganization, arrangement, liquidation or succession

Agreement and Plan of Merger dated as of July 2, 2015 among Actna Inc., Echo Merger Sub, Inc.,
Echo Merger Sub, LLC and Humana Inc, incorporated herein by reference lo Exhibit 2.1 to Aetna's
Fonm 8-K filed on July 7, 2015.

Articles of Incorporation and By-Laws

Amended and Restated Articles of Incotporation of Aetna Inc., incorporated herein by reference 1o
Exhibit 3.1 to Aetna Inc.'s Form 8-K filed on June 4, 2014,

Amended and Resiated By-Laws of Actna inc., incorporated herein by reference to Exhibit 3.2 to
Actna Inc.'s Form 8-K filed on June 4, 2014,

Instruments defining the rights of security holders, including indentures

Form of Aema Inc. Common Share cenificate, incorporated herein by reference to Exhibit 4.1 to
Aetna Inc.'s Amendment No. 2 to Registration Statement on Form 10 filed on December 1, 2000.

Senior Indenture dated as of March 2, 2001, between Aetna Inc. and U.S. Bank National
Association, successor in interest 1o State Street Bank and Trust Company, incorporated herein by
reference to Bxhibit 4.2 to Aetna Inc.'s Registration Statement on Form §-3 filed on December I,
2014,

Foim of Subordinated Indenture between Aetna Inc. and U.S, Bank National Association,
incorporated herein by reference to Exhibit 4.3 to Aetna Inc.'s Reistration Statement on Form 5-3
filed on December 1, 2014,

Supplemental Indenture dated as of May 20, 2011 between Aetna Inc, and U.S. Bank National
Association, as successor-in-interest to State Street Bank and Trust Company, as trustee,
esiablishing and designating Aetna Inc.'s 4.125% Senior Notes due June 1, 2021, incorporated herein
by reference to Exhibit 4.1 1o Aetna Inc.'s Form 8-K filed on May 20, 2011.

Supplemental Indenture dated as of May 4, 2012 between Actna Inc. and U.S. Bank National
Association, as successor-in-interest 1o State Street Bank and Trust Company, as trustee,
establishing and designating Actna Inc.'s 1.750% Senior Notes due May 15, 2017 and 4.500%
Senior Notes duc May 15, 2042, incorporated herein by reference to Exhibit 4.1 to Aetna Inc.'s Form
8-K filed on May 4, 2012.

Supplemental Indenture dated as of November 7, 2012 between Actna Inc, and U.S. Bank National
Association, as successor-in-interest to State Street Bank and Trust Company, as trustee,
establishing and designating Aetna Inc.'s 1.500% Senior Notes due November 15, 2017, 2.750%
Senior Notes due November 15, 2022 and 4.125% Senior Notes duc November 15, 2042,
incorporated herein by reference to Exhibit 4.1 to Aetna Inc.'s Form 8-K filed on November 7, 2012

Supplemental Indenture dated o3 of March 7, 2014 between Aetna Inc. and U.S. Bank National
Association, as successor-in-interest to State Street Bank and Trust Company, as trustee,
establishing and designating Aetna Inc.'s 2.200% Scnior Notes due March 15, 2019 and 4.750%
Senior Notes due March 15, 2044, incorporated herein by reference to Exhibit 4.1 to Aetna Inc.’s
Form 8-K filed on March 7, 2014,

Supplemental Indenture dated as of November 10, 2014 between Aetna Inc. and U.S. Bank Naticnal
Association, as successor-in-interest to State Street Bank and Trust Company, as trustee,
cstablishing and designating Actna Inc.’s 3.500% Senior Notes due November 15, 2024,
incorporated herein by reference to Exhibit 4.1 to Aetna Inc.'s Form 8-K filed on November 10,
2014,

Indenture, dated as of March 20, 2007, between Coventry Health Care, Inc., as Issuer, and The Bank
of New York, as Trustee (incorporated by reference to Exhibit 4.1 to Coventry Health Care, Inc.'s
Current Repart on Form 8- filed on March 20, 2007 (SEC file number 001-16477)), incorporated
hercin by reference to Exhibit 4.4 to Aetna Inc.'s Form 10-Q filed July 30, 2013,
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Officers' Certificate pursuant to the Indenture, dated as of March 20, 2007 (incorporated by
reference to Exhibit 4.2 to Coventry Health Care, Inc.'s Current Report on Form 8-K filed on March
20, 2007 (SEC file number 001-16477)), incorporaled herein by reference to Exhibit 4.5 to Aetna
Inc.'s Form 10-Q filed July 30, 2013.

Global Note for the 2017 Notes, dated Murch 20, 2007, of Coventry Health Care, Inc. (incorporated
by reference to Exhibit 4.3 1o Coventry Health Care, Inc.'s Current Report on Form 8-K filed on
March 20, 2007 (SEC file number 001-16477)), incorporated hercin by reference to Exhibit 4.6 to
Aetna Inc.'s Form 10-Q filed July 30, 2013,

Second Supplemental Indenture, dated as of June 7, 2011, among Coventry Health Care, Inc. and
Union Bank, National Association, as Trustee (incorporated by reference to Exhibit 4.3 to Coventry
Health Care, Inc.'s Current Report on Form 8-K filed on June 7, 2011), incorporated herein by
reference to Exhibit 4.10 to Aetna Inc.'s Form 10-Q filed July 30, 2013.

Officers' Certificate pursuant to the Indenture, dated as of June 7, 2011 (incorporated by reference to
Exhibit 4.4 to Coventry Health Care, Inc.'s Current Report on Form 8-K filed on June 7, 2011),
incorporated herein by reference to Exhibit 4.11 to Aetna Inc.'s Form 10-Q filed July 30, 2013,

Global Note for the 2021 Notes, dated June 7, 2011, of Coventry Health Care, Inc. (incorpotated by
reference to Exhibit 4.5 to Coventry Health Care, Inc.'s Current Report on Form 8-K filed on June 7,
2011), incorporated herein by reference to Exhibit 4.12 to Actna Inc.'s Form 10-Q filed July 30,
2013.

Materinl contracts

$1,500,000,000 Five-Year Credit Agreement dated as of March 27, 2012, incorporated herein by
reference to Exhibit 99.1 to Aetna Inc.'s Form 8-K filed on March 28, 2012,

First Amendment dated as of September 24, 2012, to the $1,500,000,000 Five Year Credit
Agreement dated as of March 27, 2012, incorporated herein by reference to Exhibit 9.2 to Actna
Inc.'s Form 8-K filed on September 27, 2012,

Incremental Commitment Agreement dated es of Seplember 24, 2012, incorporated herein by
reference to Exhibit 99.3 to Aetna Inc.'s Form 8-K filed on September 27, 2012,

Extension of the Maturity Date of the Five-Year Credit Agreement daied March 27, 2012, s
amended, incorporated herein by refercnce to Exhibits 99.1 to 99.22 to Aetna Inc.’s Form 8-K filed
on March 27, 2013,

Extension of the Maturity Date of the Five-Year Credit Agreement dated March 27, 2012, as
amended, incorporated herein by reference to Exhibits 99.1 through 99.22 to Actna Inc.'s Form 8-K
filed on March 28, 2014.

Maturity Data Extension Request, incorporaled herein by reference to Exhibit 99.1 1o Aetna Inc.'s
Forim 8-K filed on March 5, 2015.

Second Amendment dated as of March 2, 2015, to $1,500,000,000 Five-Year Credit Agreement
dated as of March 27, 2012, incorporated herein by reference to Exhibit 99.2 to Aetna Inc.'s Form
8-K filed on March 5, 2015.

Notice of closing dated March 2, 2015, incorporated herein by reference to Exhibit 99.3 to Aetna
Ine.'s Form 8-K filed on March 5, 2015.

Bridge Facility Commitment Letter among Aetna Inc., Citigroup Global Markets Inc., UBS AG,
Stamford Branch, and UBS Securities LLC, dated July 2, 2015, incorporated herein by reference to
Exhibit 2.2 to Aetna Inc.’s Form 8-K filed on July 7, 2015,

Third Amendment dated as of July 30, 2015, o the Five-Year Credit Agreement dated as of March
27, 2012, incorporated herein by reference to Exhibit 99.1 to Aetng Inc.’s Form 8-K filed on July 31,
2015.

Notice of Effectiveness (Third Amendment), incorporated herein by reference to Exhibit 99.2 to
Actna Inc.’s Form 8-K filed on July 31, 2015.

$13.0 billion Bridge Credit Agreement dated as of July 30, 2015, incorporated herein by reference to
Exhibit 99.3 to Aeina Inc.’s Form 8-K filed on July 31, 2015.
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Notice of Effectiveness (Bridge Credit Agreement), incorporated by herein relerence to Exhibit 99.4
to Aetna Inc.'s Form B-K filed on July 31, 2015,

$3.2 billion Term Loan Credit Agreement dated as of July 30, 2015, incorporated herein by
reference to Exhibit 99.5 to Aetna Inc.’s Form B-K filed on July 31, 2015.

Notice of Effectiveness (Term Loan Credit Agreement), incorporaled herein by reference to Exhibit
99.6 to Acina Inc.’s Form 8-K filed on July 31, 2015,

Amended and Restated Aetna Inc. 2000 Stock Incentive Plan, incorporated herein by reference to
Exhibit 10.4 to Aetna Inc.'s Form 10-K filed on February 27, 2009 (SEC file number 001-16095). **

Form of Aetna Inc. 2000 Stock Incentive Plan - Stock Appreciation Right Terms of Award,
incorporated herein by reference to Exhibit 10.1 to Aetna Inc.'s Form 10-Q filed on October 26,
2006 (SEC file number 001-16095), **

Amended and Restated Aetna Inc. 2002 Stock Incentive Plan, incorporated herein by reference to
Exhibit 1011 to Aetna Inc.'s Form 10-K filed February 27, 2009 (SEC file number 001-16095). **

Amended Aetna Inc. 2010 Stock Incentive Plan, as amended May 30, 2014, incorporated herein by
reference to Exhibit 99.1 to Aetna Inc.'s Form 8-K filed on June 4, 2014, **

Form of Aetna Inc. 2010 Stock Incentive Plan — Restricted Stock Unit Terms of Award (with non-
compete provision), incorporated herein by reference to Exhibit 10.1 to Aetna Inc.'s Form 10-Q filed
on April 28, 2011, **

Form of Aetna Inc. 2010 Stock Incentive Plan -~ Market Stock Unit Tetms of Award, incorporated
herein by reference to Exhibit 10.2 to Aetna Inc.'s Form 10-Q filed on April 28, 2011. **

Form of Aetna Inc. 2010 Stock Incentive Plan — Performance Stock Unit Terms of Award,
incorporated herein by reference 1o Exhibit 10.3 to Aetna Inc.'s Form 10-Q filed on April 28, 2011,

Form of Aetna Inc. 2010 Stock Incentive Plan — Performeance Stock Unit Terms of Award (20135),
incorporated herein by reference to Exhibit 10.2 to Actna Inc.'s Form 10-Q filed on April 28, 2015.
e

Form of Aetna Inc. 2010 Stock Incentive Plan — Exceutive Restricted Stock Unit Terms of Award
(2015), incorporated herein by reference to Exhibit 10.3 to Aetna Inc.'s Form 10-Q filed on April 28,
2015, **

Form of Aetna Inc. 2010 Stock Incentive Plan — Restricted Stock Unit Terms of Award (2011, with
retirement vesting), incorporated herein by reference to Exhibit 10.4 1o Aetna Inc.'s Form 10-Q filed
on April 28, 2011. **

Form of Aetna Inc. 2010 Stock Incentive Plan - Restricied Stock Unit Terms of Award (2011,
without retirement vesting), incorporated herein by reference (o Exhibit 10.5 to Aetna Inc.'s Form
10-Q filed on April 28, 2011. **

Form of Aetna Inc. 2010 Stock Incentive Plan — Stock Appreciation Right Terms of Award (2015),
incorporated herein by reference to Exhibit §0.4 to Acina Inc.'s Form 10-Q filed on April 28, 2015.

Lt

Form of Aetna Inc. 2010 Stock Incentive Plan — Stock Appreciation Right Agreement, incorporated
herein by reference to Exhibit 10.6 to Aema Inc.'s Form 10-Q filed on April 28, 2011, **

Amended and Restated Aetna Inc, 2001 Annuat Incentive Plan, incorporated herein by reference to
Exhibit 10.5 to Aetna Inc.'s Form 10-Q filed on April 29, 2010 (SEC file number 001-16095), **

Aetna Inc. 2010 Non-Employee Director Compensation Plan, incorporated herein by reference to
Annex C 1o Actna Inc.'s definitive proxy statement on Schedule 14A filed on April 12, 2010 (SEC
file number 001-16095). **

Aetna Inc. Non-Employee Director Compensation Plan 23 Amended through December 5, 2008,

incorporated herein by reference to Exhibit 10.13 to Actna Inc.'s Form 10-K filed on February 27,
2009 (SEC file number 001-16095). **
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Form of Aetna Inc. Non-Employee Dircclor Compensation Pisn - Restricted Stock Unit Agreement,
incorporated herein by reference to Exhibit 10.4 to Aetna Inc.'s Form 10-Q filed on October 26,
2006 (SEC file number 001-16095). **

1999 Director Charitable Award Program, as Amended and Restated on January 25, 2008,
incorporated herein by referenced to Exhibit 10.15 to Actna Inc.'s Form 10-K filed on February 29,
2008 (SEC file number 001-16095), **

Actna Inc. 2011 Employec Stock Purchase Plan dated as of May 20, 201 1, incorporated herein by

reference to Exhibit 4.4 to Aetna Inc.'s Registration Statement on Form S-8 filed on August 3, 2011.
Ll

Amended and Restated Employment Agreement dated October 19, 2010 between Aetna Inc. and
Mark T, Bertolini, incorporated herein by reference to Exhibit 10.3 to Actna Inc.'s Form 10-Q filed
November 3, 2010 (SEC file number 001-16095). **

Amendment No, |, dated as of August 4, 2013, to Amended and Restated Employment Agreement
dated October 19, 2010 between Aetna Inc. and Mark T. Bertolini, incorporated herein by reference
to Exhibit 10.1 to Actna Inc.'s Form 8-K filed on August 5, 2013, **

Separation agreement dated October 6, 2015 between Aetna Inc. and Joseph M. Zubretsky,
incorporated herein by reference to Exhibit 10.1 1o Actna Inc.'s Forrn 10-Q filed on Qctober 29,
2015, **

Letter agreement dated December 17, 2012 between Aetna Life Insurance Company and Francis S.
Soistman, incorporated herein by reference to Exhibit 10.1 to Aetna Inc.'s Form 10-Q filed on April
28,2015, **

Letter apreement dated March 23, 2011 between Aetna Life Insurance Company and Shawn M.,
Guertin, incorporated herein by refercnce to Exhibit 10.1 to Aetna Inc.'s Form 10-Q filed on April
30,2013, **

Letter agrecment dated May 18, 2012 between Aetna Life Insurance Company and Karen S. Rohan
(Lynch), incorporated herein by reference to Exhibit 10.3 to Aetna Inc.’s Form 10-Q filed on April
30,2013, **

Employment Agreement dated December 10, 2014 between Actna Inc. and Karen S. Rohan (Lynch),
incorporated herein by reference to Exhibit 10.29 to Aetna Inc.'s Form 10-K filed on February 27,
2015. **

Letter ngreement dated February 6, 2007 between Aetna Inc. and Joseph M, Zubretsky, incorporated
herein by reference 10 Exhibit 10.29 to Aetna Inc.'s Form 10-K filed on Febrary 27, 2007 (SEC file
number 001-16095). **

Amendment No. | to Employment Agreement dated as of December 17, 2008 between Aetna Inc.
and Joseph M. Zubretsky, incorporated herein by reference to Exhibit 10.23 to Aetna Inc.'s Fonn
10-K filed on February 27, 2009 (SEC filc number 001-16095), **

Form of Non-Competition, Non-Solicitation, Confidentiality and Assignment Agreement,
incorporated herein by reference to Exhibit 10.31 to Acina Inc.'s Form 10-K filed on February 27,
2015, **

Descriptions of certain arrangements not embedied in fonmal documents as described under the
headings “2015 Nenmanagement Director Compensation” and “Additional Director Compensation
Information” are incorporated herein by reference to the 2015 Proxy Statement. **

Statement re: computation of per share earnings

“Computation of per share earnings” is incorporated herein by reference to Note 4 of Notes 1o
Consolidated Financial Statements on page 100 of the Annual Repaort.

Statement re: computation of ratios
Computation of ratic of earnings to fixed charges.
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13 Annual report to security holders

13.1 Management's Discussion and Analysis of Financiel Condition and Results of Operations, Sclecied
Finencial Data, Consolidated Financial Statements, Notes to Consolidated Financial Statements,
Management's Report on Intemal Control Over Financial Reporting, Management's Responsibility
for Financial Statements, Audit Committee Oversight, Report of Independent Registered Public
Accounting Firm, Quarterly Data (unaudited) and Corporate Performance Graph are incorporated
herein by refetence to the Annual Report and filed herewith in electronic format.

21 Subsidiaries of the registrant
21.1 Subsidiaries of Actna Inc.

3 Consents of experts and counsel
231 Consent of Independent Registered Public Accounting Firm,

24 Power of Attorney

24.1 Power of Attomney.

K) | Rule 13a - 14{a)/15d - 14(¢) Cerfifications

311 Certification.

3.2 Certification.

R Section 1350 Certifications

321 Certification.

322 Centification.

29 Additional Exhibits

99.1 Risk Factors of Humana, inc.

101 XBRL Documents

101.INS XBRL Instance Document.

101.8CH XBRL Taxonomy Extension Schema.

101.CAL XBRL Taxonomy Extension Calculation Linkbase.

101 DEF XBRL Taxonomy Extension Definition Linkbase,

101, LAB XBRL Taxonomy Extension Label Linkbase.

101 PRE XBRL Taxconomy Exiension Presentation Linkbase,

*  Exhibits other than those listed are omitted because they are not required to be listed or are not
applicable. Copies of exhibits, including exhibits that are not required to be listed, will be fumished
without charge upon written request to the Office of the Corporate Secretary, Actna Inc., 151

Farmingion Avenue, Hartford, Connecticut 06156.
*%  Management contract or compensatory plan or arrangement,
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Index to Financial Statement Schedule
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Report of Independent Registered Public Accounting Firm

The Board of Ditectors and Shareholders
Actna Inc.:

Under the date of February 19, 2016, we reporicd on the consolidated balance sheets of Aetna Inc. and
subgidiaries (the “Company™) as of December 31, 2015 and 2014, and the related consolidated statements of
income, comprehensive income, shareholders' equity and cash flows for each of the years in the three-year
period ended December 31, 2015, as contained in the Annual Report on Form [0-K for the year ended
December 31, 2015. In connection with our audits of the aforcmentioned conselidated financial statements, we
also audited the related financial stalement schedule listed in the accompanying index. The financial statement
schedule is the responsibility of the Company’s management. Qur responsibility is to cxpress an opinion on the
financial statement schedule based on our audits.

In our opinion, such financial statement schedule, when considered in relation 1o the basic consolidated
financial stalements taken as & whole, presents fairly, in all material respects, the information set forth therein,

/s/ KPMG LLP

Hartford, Connecticut
February 19, 2016
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Schedule I - Financial Information of Aetna Inc.

Actna Inc. (Parent Company Only)

Statements of Income
For the Years Ended December 31,

(Milllons) 2015 2014 2013
QOther revenue H 109.6 — —
Net investment income 2 6 31
Net realized capital gaing Jd 281 28

Total revenue 109.9 28.7 59
Opemling expensey 1882 791 142.7
Interest expense 3315 298.2 323
Lass on carly extinguishment of long-term debt — 181.2

Total expenses 5187 758.5 4550
Loss before income tax benefit ond equity in eamnings of affiliates, net (415.9) (729.8) (449.1)
Income tax benefit 93.0 2479 1423
Equity in carnings of affiliates, nct @ 37130 25221 22204
Net income attributable to Aena s 23902 % 20408 § 19134

™ 1n the year ended December 31, 2015, other revenue includes litigation-related proceeds, net of legal costs Refer to Note 20 of
Notes to Consolidated Financial Statements beginning on page 143 of the Annual Report for additiona! information.

@ fncludes sfter-lax amortization of other ncquired intangible assets of $166.0 million, $158 2 million and $139.5 million for the years
ended December 31, 2015, 2014 and 2013, respectively.

Refer 1o accompanying Notes to Financial Statements.
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Aetna Inc. (Parent Company Only)
Statements of Comprchensive Income

Far the Years Ended December 31,
{Milllons) 2015 2014 2013
Net incomie atributable to Actna s 23902 § 20408 § 1,936
QOther comprehensive income {loss), net of tax;
Previously fmpaired debt securities: ™

Net unrealized (losses) gains
(5(69.4}, 514 and 5(72.6) preiax) “s.) 9 41.2)
Less: reclassification of (losyes) gains to carnings
(3{44.4), 5.3 and 5(37.1) pretax) (28.9) 2 (24.1)
“Total previousty impaired debt securities {16.2) 7 (23.1)
All ather securities:
Net unrealized (Jasses) gains
{3(459.7), $364.5 and 5{803.2) pretax} (318.3) 2369 {522.1)
Less: reclassification of losses to eamings .
(3(96.3), 5(6.6) and 3136.5) pretar) 62.7) 4.3) 237
Total all other securities (255.6) 412 (498.4)
Foreign currency and derivatives:
Net unrealized (losses) gains
(3(26.0), 5{90 2) and $40.6 pretax) (16.9) (58.6) 26.4
Less: reclaasification of {lossea) gnins o eamings
(3(5.8), $4.2 and 5(5.4) pretax) (3.8) 27 (3.5)
Tota! foreign currency and derivatives (13.1) {61.3) 299

Pension and other postretirement employee benefit {(“*OPER") plans:
Unrealized et actuarial gains (losses) anising during the period

{341 4, ${739.4) and $869.3 preiax) 6.9 {480.6) 565.1
Less; Pension settlement charge @
(3¢111.6) pretax) — (72.5) —
Less; Amertization of net actuarial losses
{3(64.1), 5(47.6) and §(77.7) pretax) L7 3L {50 5)
Less; Amortization of prior service credit
{$4.1, $4.0 and §4.1 pret) 2.7 27 27
Total pension and OPEB plans 65.9 (3719.8) 6129
QOther comprehensive {loss) income (219.0) (199.2) 1213
Comprehensive income attributable to Aetna 5 21712 § LB4l6 § 2,0349

® Represents unrealized (losses) gains on the non-credit related component of impaired debt securitics that we do not intend to sell and
subsequent changes in the fair value of any previously impaired debt security.

@ During 2014, we recorded a non-cash pension settlement charge of $72.3 million (3111 6 million pretax) in connection with our 1ax-
qualified noncontributory defined benefit pension plan. We did not vecord any non-cash pension seitlement charges during 2015 or
2013, Refer to Note 12 of Notes to Consolidated Financial Statements beginning on page 118 of the Annual Report for additional
information on the pension settlement charge.

Refer to accompanying Notes to Financial Statements.
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Aetna Inc, (Parent Company Only)

Balance Sheets
At December 31,

{Millions) 2018 2014
Assels:
Current assets:

Cash and cash equivalents s 1756 § 17.8

Investments K] 56.3

Other receivables, net 97.8 -

Income taxes recelvable 4 130.2

Deferred income taxes - 07

Other current assets 101.5 112.0
Total current assels 509.7 970
Investment in affiliates 23,2357 22,549.9
Long-term investments 19.2 -
Defetred income taxes 1703 2583
Other long-term assets 125.8 48.2
Total asscts s 24,160.7 § 23,2534
Liabilities and shareholdersy’ equity:
Current lisbilities:

Short-term debt 3 -3 500.0

Accrued expenses and cther current lisbilities 5258 718.6
Tolal current jiabilities 615.8 1,2186
Long-term debt 6,750.7 6,451
Employee benefit linbilitics 5527 690 8
Income taxes payable 59 4,7
Other long-temm liabilities 47.0 424
Total lishilities T98L1 8,701 6
Shareholders’ equity:

Common stock ($.01 par value; 2.5 billion shares suthorized and 349.5 million shares issucd

and outstanding in 2615; 2.6 billion shares authorized and 349.8 million shares issued and

outstanding in 2014) and additional paid-in capilal 4,647.2 4,5422

Retained camings 12,7974 11,0517

Accumulated other comprehensive 10ss {1,330.3) {LI1L3)
Total Aetna sharcholders' equity 16,114.3 14,4826

Non-controlling interests 643 692
Total equity 16,178.6 14,5518
Total liabilities and equity H 24,160.7 § 23,2534

M [ncludes goodwill and other acquired intangible nssets of $12.3 billion and $12.6 billion at December 31,2015 and 2014,
respectively

Refer 1o accompanying Notes to Financia] Statements.
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Acina Inc. {Parent Company Only)
Statements of Shareholders' Equity

Attributable to Aetna
Common
Number of  Siock snd Accumulated
Common  Additional Other Total Aeima Non-
Shares Paid-In Retsined  Comprehensive  Sharcholders' Controlling Tata)
{Miktions) Ouisianding Capital Earnings Loss Equity Interests Enquity
Balnnce at December 31, 2012 3216 % L0953 S8 103439 § {1,0314) § 104058 3 4 5 104292
Net income {loss) - - 19136 - 19136 nn 19119
Other (decrerses) increases in
non-
controlling intereats - an - —_ (X)) a8 223
Other camprehensive mcome - - - 1213 1213 - 1212
Commaon shares issued o
acquire Coventry 522 3,064 6 - - 3,064 6 - 3,064 6
Common shares ssued for benefit plans,
ineluding tax benelits, net of
emplayee tax withholdings 54 2332 — B2 - 212
Repranhases of comumon shares 230 (2 (1,407 5) - (1,407 7 - {1,407 7)
Dividends declared - - {294 6) — (294 6} - (294 6)
Boalance at Becember 31, 2013 3622 43822 10,5554 (9121} 14,0255 2.7 14,0782
MNet weame - 20408 - 20408 44 20452
Othet increases in non-
controlling interesis - - 12.1 121
Other comprehenaive loas - — (1992) (1992) — (1992)
Common shares isaued for bengfit plans,
including tax benefita, net of
employee tax withholdings 33 1601 - - 1601 - 160}
Repurchases of common shares (159 {1 {L,218.0) - (1,2181) - {tL218 1)
Dividends declared — -— (326 5) — {326 5) - {326 5)
Balence st December 31, 2014 349.3 4,542.2 11,0517 {L,111.3) 14,4826 9.2 14,5818
Net ingome — — 139502 — 1,392 44 13946
Qther increases in
non-contrulling interests — — - — — {%.3) 9.3)
Other comprehensive loss — - - 219.0) (219.0) — {219.0)
Coammon shares issusd for benefit plans,
including tax benefity, net of
employee tax withholdings 7 105.1 — — 1051 — 1051
Repurchases of common sheres 3.0 {1} (294.2) — {294.3) — (296.3)
Dividends declared —_ —_ (348.3) -— (348.3) -— {348.3)
Balsnce st December 31, 2015 M98 S 46472 5 1,194 % 13303 3 16,1143 S 643 5 16,1736

Refer to accompanying Notes to Financial Statements
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Actna Inc. (Parent Company Only)
Statements of Cash Flows

For the Years Ended December 31,

(Millions) 2045 2014 1013
Cash flows from operating activitics:
Net income attributable to Actna s 13902 § 20408 § 1,913.6

Adjustrnents to reconcile net income including non-controlling interesis 1o
net cash (used for) provided by operating activities:

Loass on early extinguishment of Jong-term debt — 181.2 -
Pension settiement charge — ms -
Equity earnings of afFiliates, net ** (2,112.0) {2,522.1) (2,220.4)
Stock-based compensation cxpensc 180.6 1638 1271
Net reafized capital gains 1) (28.1) (2.8)
Net change in other assets and other liabilities (239.0) 132.) (65.5)
Net cash (used for) provited by operating activitics (381.3) 78.7 (243.0)
Cash flows from investing activitics:
Proceeds fom sales and maturities of investments 66.0 180 .5
Cost of investments -— (86.3) {532.0)
Dividends received from affiliates, net 1,733.3 895.1 26250
Cash used for acquisitions - {3,014.3)
Net cash provided by (used for) investing activities 1,799.3 8268 {219.8)
Cash flows from financing activities:
Repayment of Jong-term debt - {1422.7) —_
Tssuance of long-term debt —_ 14824 -
Net issuance {repayment} of short-term debt {500.0) 5000 -
Common sheres issued under benefit plans, net (143.2) (60,3} 11.8
Stock-based compensation tax benefity 53 413 B3.4
Common sheres repurchased {296.3) (1,218.1} (1,407.7)
Collatera! (paid) received on interest rate swaps (28.3) (77.3) 399
Dividends paid to sharcholders (348.7) (320 6) {278.7)
Net cash used for financing activitic {1,260.2) {1,075.3) (1,551 %)
Net increase (decreasc) in cash and cash equivalents 1518 (169 8) (2.0191)
Cash and cash equivalents, beginning of period 17.8 187.6 2,206.7
Cash and cash equivalents, end of period s 1756 § 178 § 187.6
Supplemental cash flow information:
Interest pzid L 2758 § 2861 § 4
Income texes refunded 281.7 198.2 2940

" Includes efter-tax amortization of other acquired intangible assets of $166.0 million, $158.2 million and $§39.5 million for the years
ended December 31, 2015, 2014 and 2013, respectively.
@ Represents parent company cash used primarily for the Caventry acqulsition in 2013.

Refer to accompanying Notes to Financial Siatements.
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Aetna Inc. (Parent Company Only)

Notes to Financial Siatements

L. Organization

The financial statements reflect financial information for Actna Inc. (a Pennsylvania corporation) only (the
“Perent Company”). The financial information presented herein includes the balance sheet of the Parent
Company as of December 31, 2015 and 2014 and the related statements of income, comprehensive income,
sharcholders’ equity and cash flows for the years ended December 31, 2015, 2014 and 2013, The
accompanying financial statements should be read in conjunction with the consolideted financinl statements
and notes thereto in the Annual Report,

2. Summary of Significant Accounting Policies

Refer to Note 2 of Notes to Consolidaled Financial Statcments, beginning on page 88 of the Annual Report, for
the summary of significant accounting policies.

3, Dividends

Gross cash dividends received from subsidiaries and included in net cash provided by investing activities in the
Statements of Cash Flows were $2.2 billion, $1.5 billion and $2.5 billion in 2015, 2014 and 2013, respectively.
4. Acquisitions and Dispaositions

Refer to Note 3 of Notes to Consolidated Financial Statements, on page 99 of the Annual Report, for a
description of acquisitions and dispositions.

5. Other Comprehensive Income (Loss)

Refer 1o Note 10 of Notes to Consolidated Financial Statements, beginning on page 110 of the Annual Report,
for a description of accumulated other comprehensive income (loss).

6. Debt

Long-term debt on the Parent Company Only balance sheet excludes long-term debt of a subsidiary. That debt

was acquired in the Coventry acquisition. Refer to Note |5 of Notes to Consolidated Financial Statements, on
page 131 of the Annual Report, for a description of the Parent Company's consolidated total debt.
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Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securitics Exchange Act of 1934, the registrant has
duly caused this report 10 be signed on its behalf by the undersigned, thereunto duly authorized,

Date: February 19, 2016

Aeina Inc,

By: {s/ Sharon A. Vi
Sharon A. Virag

Vice President, Controtler and Chief Accounting
Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the registrant and in the capecitics and on the dates indicated.

Signer

Title Date

s/ Mark T, Bertolini

Mark T. Bertolini

/s Shawn M, Guertin

Shawn M., Guertin

/s/ Sharon A. Virag

Sharon A. Virag

Femnando Apyirre *
Frank M., Clark *
Belsy 7. Cohen *
Molly J. Coye, M.D. *
Roger N. Farah *
Jeflrey E. Garten *
Ellen M. Hancock *
Richard 1. Hamington *
Edward J. Ludwig *
Joseph P. Newhouse *
Olympia J. Snowe *

* By: /s/ Sharon A. Virag
Sharon A. Virag
Attorney-in-fact
February 19, 2016

Chairman and Chicf Executive Officer
and Director
(Principal Executive Officer)

February 19, 2016

Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)

February 19, 2016

Vice President, Controller and
Chief Accounting Officer
(Principal Accounting Officet)

February 19, 2016

Direclor
Director
Director
Director
Director
Director
Director
Director
Director
Dircctor
Director
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INDEX TO EXHIBITS

Filing
Description of Exhibi Method
Statement re: computation of ratios
Compultalion of ratio of carnings to fixed charges. Electronic
Annual report to security holders
Management's Discussion and Analysis of Financial Condition and Results of Electronic

Operations, Selccted Financial Data, Consolidated Financial Statements, Notes to
Consolidated Financial Statements, Management's Report on Internal Control Over
Financial Reporting, Management's Responsibility for Financial Statements, Audit
Committee Oversight, Report of Independent Registered Public Accounting Firm,
Quarterly Data (unaudited) and Corporaie Performunce Graph sections of the
Annual Report,

Subsidiaries of the registrant
Subsidiaries of Aetna Inc, Electronic

Consents of experts and counsel

Conscnt of Independent Registered Public Accounting Firm. Electronic
Power of Attorney
Power of Attomey, Electronic

Rule 13a - 14{a)/15d - 14(e) Certifications
Certification. Electronic

Certification. Electronic

Section 1350 Certifications

Certification, Electronic
Certification. Electronic
Additional Exhibits

Risk Factors of Humana Inc.

XBRL Docusents

XBRL Instance Document.

XBRL Taxonomy Extension Schema.

XBRL Taxonomy Extension Calculation Linkbase.
XBRL Taxonomy Extension Definition Linkbase.
XBRL Taxonomy Extension Label Linkbase.

XBRL Taxcnomy Extension Presentation Linkbase.
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