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Washington, D.C. 20549
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Commission file number 1-5975
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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes y No ~
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be
submitted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the
registrant was required to submit such files). Yes y No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated

filer”, “smaller reporting company” and "emerging growth company" in Rule 12b-2 of the Exchange Act. (Check one):
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Humana Inc.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

ASSETS

Current assets:

Cash and cash equivalents

Investment securities

Receivables, less allowance for doubtful accounts of $78 in 2019
and $79 in 2018

Other current assets

Total current assets

Property and equipment, net

Long-term investment securities

Equity method investment in Kindred at Home

Goodwill

Other long-term assets

Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:

Benefits payable

Trade accounts payable and accrued expenses

Book overdraft

Unearned revenues

Short-term debt

Total current liabilities

Long-term debt

Future policy benefits payable

Other long-term liabilities

Total liabilities

Commitments and contingencies (Note 14)

Stockholders’ equity:

Preferred stock, $1 par; 10,000,000 shares authorized; none issued
Common stock, $0.16 2/3 par; 300,000,000 shares authorized;
198,594,841 shares issued at March 31, 2019 and 198,594,841 shares
issued at December 31, 2018

Capital in excess of par value

Retained earnings

Accumulated other comprehensive loss

Treasury stock, at cost, 63,559,823 shares at March 31, 2019 and
63,028,169 shares at December 31, 2018

Total stockholders’ equity

Total liabilities and stockholders’ equity

March 31,

2019

December 31,
2018

(in millions, except share amounts)

$ 3,877
9,876

1,955

3,965
19,673
1,754
422
1,048
3,897
1,555

$ 28,349

$ 6,024
3,719
154

312
1,718
11,927
4,376
213

992
17,508

33

2,722
15,563
10

(7,467

10,841
$ 28,349

See accompanying notes to condensed consolidated financial statements.

3

$ 2,343
10,026

1,015

3,564
16,948
1,735
411
1,047
3,897
1,375

$ 25413

$ 4,862
3,067
171

283
1,694
10,077
4,375
219

581
15,252

33

2,535
15,072
(159 )

(7,320 )

10,161
$ 25413
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Humana Inc.
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

Three months
ended

March 31,

2019 2018
(in millions,
except per share

results)
Revenues:
Premiums $15,651 $13,811
Services 355 327
Investment income 101 141
Total revenues 16,107 14,279
Operating expenses:
Benefits 13,493 11,670
Operating costs 1,660 1,749
Depreciation and amortization 107 100
Total operating expenses 15,260 13,519
Income from operations 847 760
Interest expense 62 53
Other expense, net 39 —
Income before income taxes and equity in net earnings 746 707
Provision for income taxes 183 216
Equity in net earnings of Kindred at Home 3 —
Net income $566  $491
Basic earnings per common share $4.18 $3.56
Diluted earnings per common share $4.16 $3.53
Dividends declared per common share $0.55 $0.50

See accompanying notes to condensed consolidated financial statements.
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Humana Inc.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)

Three months

ended
March 31,
2019 2018
(in millions)
Net income $566 $491
Other comprehensive income:
Change in gross unrealized investment 196 (203 )
gains/losses
Effect of income taxes 45 )52
Total change in unrealized 151 (I151)
investment gains/losses, net of tax
Reclassification adjustment for net
. . — 29 )
realized gains
Effect of income taxes — 7
Total reclassification adjustment, net
—  22)
of tax
Other comprehensive income (loss), net 151 (173)
of tax
Comprehensive loss attributable to equity method investment in Kindred at Home (2 ) —
Comprehensive income $715 $318

See accompanying notes to condensed consolidated financial statements.

5




Edgar Filing: HUMANA INC - Form 10-Q

CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Humana Inc.

(Unaudited)
Common Stock
Issued
Shares Amou

. Accumulated
Capital In . Total
Retained Other Treasury ,
Excess of Earnings Comprehensive Stock Stockholders
Par Value & P Equity

Income (Loss)

(dollars in millions, share amounts in thousands)

Three months ended March 31, 2019
Balances, December 31, 2018 198,595 $ 33
Net income

Other comprehensive income

Common stock repurchases

Dividends and dividend

equivalents

Stock-based compensation

Restricted stock unit vesting — —
Stock option exercises — —
Balances, March 31, 2019 198,595 $ 33

Three months ended March 31, 2018
Balances, December 31, 2017 198,572 $ 33
Net income

Other comprehensive loss

Common stock repurchases

Dividends and dividend

equivalents

Stock-based compensation

Restricted stock unit vesting — —
Stock option exercises 13 —
Balances, March 31, 2018 198,585 $ 33

$2,535  $15,072 $ (159
566
149
150
— as )
33
a3 )
17
$2,722  $15563 $ (10
$2445 $13,670 $ 19
491
(4 ) (173
200
— 7))
35
66 )
12
$2,626 $14,086 $ (154

See accompanying notes to condensed consolidated financial statements.

$(7,320) $ 10,161
566
149

(160 ) (10 )

(75 )

33
13 —
— 17
$(7,467) $ 10,841

$(6,325) $ 9,842

491
(177 )

(251 ) (51 )
(71 )
35

66 —

— 12

$(6,510) $ 10,081




Edgar Filing: HUMANA INC - Form 10-Q

Humana Inc.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
For the three
months ended
March 31,
2019 2018
(in millions)

Cash flows from operating activities

Net income $566  $491

Adjustments to reconcile net income to net cash provided by

operating activities:

Net realized capital losses (gains) 2 29 )
Equity in net earnings of Kindred at Home @3 ) —
Stock-based compensation 33 35
Depreciation 118 109
Amortization 18 30
(Benefit) provision for deferred income taxes (21 ) 83

Changes in operating assets and liabilities, net of effect of
businesses acquired and dispositions:

Receivables 940 ) 422 )
Other assets (102 ) (1,164)
Benefits payable 1,162 293
Other liabilities 16 885
Unearned revenues 29 3,328
Other 18 47

Net cash provided by operating activities 896 3,686
Cash flows from investing activities

Acquisitions, net of cash acquired — (169 )
Purchases of property and equipment 139 ) (134 )
Purchases of investment securities 2,175 ) (1,711)
Maturities of investment securities 397 217
Proceeds from sales of investment securities 2,062 1,392
Net cash provided by (used in) investing activities 145 405 )
Cash flows from financing activities

Receipts from contract deposits, net 554 1,401
Proceeds from issuance of commercial paper, net 17 245
Change in book overdraft a7z )y a7 )
Common stock repurchases (10 ) (51 )
Dividends paid o8 )BT )
Proceeds from stock option exercises and other, net 17 11

Net cash provided by financing activities 493 1,532
Increase in cash and cash equivalents 1,534 4,813
Cash and cash equivalents at beginning of period 2,343 4,042
Cash and cash equivalents at end of period $3,877 $8,855
Supplemental cash flow disclosures:

Interest payments $29 $22
Income tax (refunds) payments, net $222 ) %4

See accompanying notes to condensed consolidated financial statements.
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Humana Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. BASIS OF PRESENTATION AND SIGNIFICANT EVENTS

The accompanying condensed consolidated financial statements are presented in accordance with generally accepted
accounting principles for interim financial information and with the instructions to Form 10-Q and Article 10 of
Regulation S-X. Accordingly, they do not include all of the disclosures normally required by accounting principles
generally accepted in the United States of America, or GAAP, or those normally made in an Annual Report on Form
10-K. The year-end condensed consolidated balance sheet data was derived from audited financial statements, but
does not include all disclosures required by GAAP. For further information, the reader of this Form 10-Q should refer
to our Form 10-K for the year ended December 31, 2018, that was filed with the Securities and Exchange
Commission, or the SEC, on February 21, 2019. We refer to the Form 10-K as the “2018 Form 10-K” in this document.
References throughout this document to “we,” “us,” “our,” “Company,” and “Humana” mean Humana Inc. and its subsidiaries
The preparation of our condensed consolidated financial statements in accordance with GAAP requires us to make
estimates and assumptions that affect the amounts reported in the condensed consolidated financial statements and
accompanying notes. The areas involving the most significant use of estimates are the estimation of benefits payable,
the impact of risk adjustment provisions related to our Medicare contracts, the valuation and related impairment
recognition of investment securities, and the valuation and related impairment recognition of long-lived assets,
including goodwill. These estimates are based on knowledge of current events and anticipated future events, and
accordingly, actual results may ultimately differ materially from those estimates. Refer to Note 2 to the consolidated
financial statements included in our 2018 Form 10-K for information on accounting policies that we consider in
preparing our consolidated financial statements.

The financial information has been prepared in accordance with our customary accounting practices and has not been
audited. In our opinion, the information presented reflects all adjustments necessary for a fair statement of interim
results. All such adjustments are of a normal and recurring nature.

Revenue Recognition

Our revenues include premium and service revenues. Service revenues include administrative service fees that are
recorded based upon established per member per month rates and the number of members for the month and are
recognized as services are provided for the month. Additionally, service revenues include net patient service revenues
that are recorded based upon established billing rates, less allowances for contractual adjustments, and are recognized
as services are provided. For more information about our revenues, refer to Note 2 to the consolidated financial
statements included in our 2018 Form 10-K for information on accounting policies that we consider in preparing our
consolidated financial statements. See Note 15 for disaggregation of revenue by segment and type.

At March 31, 2019, accounts receivable related to services were $136 million. For the three months ended March 31,
2019, we had no material bad-debt expense and there were no material contract assets, contract liabilities or deferred
contract costs recorded on the condensed consolidated balance sheet at March 31, 2019.

For the three months ended March 31, 2019, services revenue recognized from performance obligations related to
prior periods (for example, due to changes in transaction price), was not material. Further, services revenue expected
to be recognized in any future year related to remaining performance obligations was not material.

Equity Method Investment in Kindred at Home

In the third quarter of 2018, we, along with TPG Capital, or TPG, and Welsh, Carson, Anderson & Stowe, or WCAS,
completed the acquisitions of Kindred Healthcare, Inc., or Kindred, and privately-held Curo Health Services, or Curo,
respectively, merging Curo with the hospice business of the Kindred at Home Division, or Kindred at Home. As part
of these transactions, we acquired a 40% minority interest in Kindred at Home, a leading home health and hospice
company, for total cash consideration of approximately $1.1 billion. Earnings from Kindred at Home are included in
our consolidated statement of income in the line captioned "Equity in net earnings of Kindred at Home."

11
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Humana Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited)

We account for our 40% investment in Kindred at Home using the equity method of accounting. This investment is
reflected as "Equity method investment in Kindred at Home" in our condensed consolidated balance sheets, with our
share of income or loss reported as "Equity in net earnings of Kindred at Home" in our condensed consolidated
statements of income.

We entered into a shareholders agreement with TPG and WCAS, the Sponsors, that provides for certain rights and
obligations of each party. The shareholders agreement with the Sponsors includes a put option under which they have
the right to require us to purchase their interest in the joint venture beginning on July 2, 2021 and ending on July 1,
2022. Likewise, we have a call option under which we have the right to require the Sponsors to sell their interest in the
joint venture to Humana beginning on July 2, 2022 and ending on July 1, 2023. The put and call options, which are
exercisable at a fixed EBITDA multiple and provide a minimum return on the Sponsor's investment if exercised, are
measured at fair value each period using a Monte Carlo simulation. The simulation relies on assumptions around
Kindred at Home's equity value, risk free interest rates, volatility, and the details specific to the put and call options.
The final purchase price allocation resulted in approximately $1 billion being allocated to the investment and $236
million and $291 million allocated to the put and call options, respectively. The fair values of the put option and call
option were $234 million and $217 million, respectively, at March 31, 2019. The put option is included within other
long-term liabilities and the call option is included within other long-term assets. The change in fair value of the put
and call options is reflected as "Other expense, net" in our condensed consolidated statements of income.

Health Care Reform

The Patient Protection and Affordable Care Act and The Health Care and Education Reconciliation Act of 2010
(which we collectively refer to as the Health Care Reform Law) enacted significant reforms to various aspects of the
U.S. health insurance industry. Certain of these reforms became effective January 1, 2014, including an annual
insurance industry premium-based fee. The Continuing Resolution bill, H.R. 195, enacted on January 22, 2018,
included a one year suspension in 2019 of the health insurance industry fee, but under current law, the fee is scheduled
to resume in calendar year 2020. In October 2018, we paid the federal government $1.04 billion for the annual health
insurance industry fee attributed to calendar year 2018. This fee, fixed in amount by law and apportioned to insurance
carriers based on market share, was not deductible for tax purposes. Each year on January 1, except when suspended,
we record a liability for this fee in trade accounts payable and accrued expenses which we carry until the fee is paid.
We record a corresponding deferred cost in other current assets in our condensed consolidated financial statements
which is amortized ratably to expense over the calendar year. Amortization of the deferred cost was recorded in
operating cost expense of approximately $263 million for the three months ended March 31, 2018, resulting from the
amortization of the 2018 annual health insurance industry fee.

2. RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In February 2016, the FASB issued new guidance related to accounting for leases which requires lessees to record
assets and liabilities reflecting the leased assets and lease obligations, respectively, while following the dual model for
recognition in statements of income requiring leases to be classified as either operating or finance. Operating leases
will result in straight-line expense (similar to current operating leases) while finance leases will result in a
front-loaded expense pattern (similar to current capital leases). We adopted the new standard effective January 1,
2019, as allowed, using the modified retrospective approach. We elected the practical expedients of not reassessing
whether any expired or existing contracts are or contain leases, not reassessing the lease classification for any expired
or existing leases and not reassessing any initial direct costs for existing leases. In addition, we elected the practical
expedient to not separate lease and nonlease components for all of our asset classes. We made a permitted accounting
policy election to not apply the new guidance to leases with an initial term of 12 months or less. We will recognize
those lease payments in the condensed consolidated statement of income on a straight-line basis over the lease term.

13
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As of January 1, 2019, the adoption of the standard resulted in recognition of right-of-use, or ROU, liabilities of
approximately $470 million and ROU assets of $436 million, which equals the ROU liabilities net of accrued rent and
lease incentives. The standard does not materially affect our results of operations, cash flows and liquidity. See Note 8
for further information.

In June 2016, the FASB issued guidance introducing a new model for recognizing credit losses on financial
instruments based on an estimate of current expected credit losses. The guidance is effective for us beginning January

9
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Humana Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited)

1, 2020. The new current expected credit losses (CECL) model generally calls for the immediate recognition of all
expected credit losses and applies to loans, accounts and trade receivables as well as other financial assets measured at
amortized cost, loan commitments and off-balance sheet credit exposures, debt securities and other financial assets
measured at fair value through other comprehensive income, and beneficial interests in securitized financial assets.
The new guidance replaces the current incurred loss model for measuring expected credit losses, requires expected
losses on available for sale debt securities to be recognized through an allowance for credit losses rather than as
reductions in the amortized cost of the securities, and provides for additional disclosure requirements. Our investment
portfolio consists of available for sale debt securities. We are currently evaluating the impact on our results of
operations, financial condition, and cash flows.

In March 2017, the FASB issued new guidance that amends the accounting for premium amortization on purchased
callable debt securities by shortening the amortization period. This amended guidance requires the premium to be
amortized to the earliest call date instead of maturity date. The new guidance is effective for us beginning with annual
and interim periods in 2019. This guidance did not have a material impact on our results of operations, financial
condition or cash flows.

In September 2018, the FASB issued new guidance related to accounting for long-duration contracts of insurers which
revises key elements of the measurement models and disclosure requirements for long-duration contracts issued by
insurers and reinsurers. The new guidance is effective for us beginning with annual and interim periods in 2021, with
earlier adoption permitted, and requires retrospective application to previously issued annual and interim financial
statements. We are currently evaluating the impact on our results of operations, financial position and cash flows.

There are no other recently issued accounting standards that apply to us or that are expected to have a material impact
on our results of operations, financial condition, or cash flows.

3. ACQUISITIONS AND DIVESTITURES

Sale of Closed Block of Commercial Long-Term Care Insurance Business

In the third quarter of 2018, we completed the sale of our wholly-owned subsidiary, KMG America Corporation, or
KMG, to Continental General Insurance Company, or CGIC, a Texas-based insurance company wholly owned by
HC2 Holdings, Inc., a diversified holding company. KMG's subsidiary, Kanawha Insurance Company, or KIC,
included our closed block of non-strategic commercial long-term care policies. Upon closing, we funded the
transaction with approximately $190 million of parent company cash contributed into KMG, subject to customary
adjustments, in addition to the transfer of approximately $160 million of statutory capital with the sale.

In connection with the sale of KMG, we recognized a pretax loss, including transaction costs, of $786 million and a
corresponding $452 million income tax benefit.

Also, in the third quarter of 2018, we entered into reinsurance contracts to transfer the risk associated with certain
voluntary benefit and financial protection products previously issued primarily by KIC to a third party. We transferred
approximately $245 million of cash to the third party and recorded a commensurate reinsurance recoverable as a result
of these transactions. The reinsurance recoverable was included as part of the net assets disposed. There was no
material impact to operating results from these reinsurance transactions.

KMG revenues for the three months ended March 31, 2018 were $79 million. For the three months ended March 31,
2018 KMG pretax income was $18 million.

15
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Humana Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited)

Other Acquisitions and Divestitures

In the first quarter of 2018, we acquired the remaining equity interest in MCCI Holdings, LL.C, or MCCI, a privately
held management service organization headquartered in Miami, Florida, that primarily coordinates medical care for
Medicare Advantage beneficiaries in Florida and Texas. The purchase price consisted primarily of $169 million cash,
as well as our existing investment in MCCI and a note receivable and a revolving note with an aggregate balance of
$383 million. This resulted in a purchase price allocation to goodwill of $483 million, other intangible assets of $80
million, and net tangible assets of $24 million. The goodwill was assigned to the Retail and Healthcare Services
segments. The other intangible assets, which primarily consist of customer contracts, have an estimated weighted
average useful life of 8 years. Goodwill and other intangible assets are amortizable as deductible expenses for tax
purposes.

In the second quarter of 2018, we acquired Family Physicians Group, or FPG, for cash consideration of approximately
$185 million, net of cash received. FPG serves Medicare Advantage and Managed Medicaid HMO patients in Greater
Orlando, Florida with a footprint that includes clinics located in Lake, Orange, Osceola and Seminole counties. This
resulted in a purchase price allocation to goodwill of $133 million, other intangible assets of $38 million and net
tangible assets of $14 million. The goodwill was assigned to the Retail and Healthcare Services segments. The other
intangible assets, which primarily consist of customer contracts, have an estimated weighted average useful life of 4.9
years. The purchase price allocations for MCCI and FPG are final.

The results of operations and financial condition of these businesses have been included in our condensed
consolidated statements of income and condensed consolidated balance sheets from the respective acquisition dates.
Acquisition-related costs recognized in 2019 and 2018 were not material to our results of operations. The pro forma
financial information assuming the acquisitions had occurred as of the beginning of the calendar year prior to the year
of acquisition, as well as the revenues and earnings generated during the year of acquisition, were not material for
disclosure purposes.

11
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited)

4. INVESTMENT SECURITIES
Investment securities classified as current and long-term were as follows at March 31, 2019 and December 31, 2018,
respectively:

) TOSS Gross )
Amortlze% . . Fair
Cost n‘reahzed Unrealized Value
Gains Losses
(in millions)
March 31, 2019
U.S. Treasury and other U.S. government
corporations and agencies:
U.S. Treasury and agency obligations $478 § 2 $ ) $479
Mortgage-backed securities 3,142 21 22 ) 3,141
Tax-exempt municipal securities 2,096 12 5 ) 2,103
Mortgage-backed securities:
Residential 84 1 — 85
Commercial 510 2 A3 ) 509
Asset-backed securities 1,037 1 (6 ) 1,032
Corporate debt securities 2,959 14 24 ) 2,949
Total debt securities $10,306 $ 53 $ (61 ) $10,298
December 31, 2018
U.S. Treasury and other U.S. government
corporations and agencies:
U.S. Treasury and agency obligations $419 $ 1 $@3 ) $417
Mortgage-backed securities 2595 3 (54 ) 2,544
Tax-exempt municipal securities 2,805 3 (37 ) 2,771
Mortgage-backed securities:
Residential 55 — — 55
Commercial 537 — (14 ) 523
Asset-backed securities 991 1 (7 ) 985
Corporate debt securities 3,239 1 (98 ) 3,142
Total debt securities $10,641 $ 9 $ (213 ) $10,437
12
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(Unaudited)
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Gross unrealized losses and fair values aggregated by investment category and length of time that individual securities

have been in a continuous unrealized loss position were as follows at March 31, 2019 and December 31, 2018,

respectively:

March 31, 2019
U.S. Treasury and other U.S.
government corporations

and agencies:

U.S. Treasury and agency

obligations

Mortgage-backed

securities

Tax-exempt municipal

securities

Mortgage-backed securities:

Residential
Commercial

Asset-backed securities
Corporate debt securities
Total debt securities

December 31, 2018
U.S. Treasury and other U.S.
government corporations

and agencies:

U.S. Treasury and agency

obligations

Mortgage-backed

securities

Tax-exempt municipal

securities

Mortgage-backed securities:

Residential
Commercial

Asset-backed securities
Corporate debt securities
Total debt securities

Less than 12
months

. Gross
Fair

Value

Unrealized
Losses

(in millions)

$25 $ —
255 (1
30—
2
755 5
70 @ —
$1,177 $ (7
$179 $ (1
956 (16
809 (9
372 (8
824 (7
1,434 (35
$4,574 $ (76

)
)
)
)

12 months or more Total

Fair Gross . Fair
Unrealized
Value Value
Losses
$214 $ (1 ) $239
1,152 (21 ) 1,407
924 &) ) 954
15 — 15
170 @ ) 212
70 (1 ) 825
1,486 (24 ) 1,556
$4,031 $ (54 ) $5,208
$153 $ (2 ) $332
1,019 (38 ) 1,975
1,648 (28 ) 2,457
15 — 15
133 (6 ) 505
40 — 864
1,439 (63 ) 2,873
$4,447 $ (137 ) $9,021

Gross

Unrealized
Losses

$ (1 )
(22 )
(5 )
3 )
(6 )
(24 )
$ (61 )
$@3 )
(54 )
(37 )
(14 )
(7 )
(98 )
$ 213 )

Approximately 97% of our debt securities were investment-grade quality, with a weighted average credit rating of AA

by Standard & Poor's Rating Service, or S&P, at March 31, 2019. Most of the debt securities that were below
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investment-grade were rated BB, the higher end of the below investment-grade rating scale. Tax-exempt municipal
securities were diversified among general obligation bonds of states and local municipalities in the United States as
well as special revenue bonds issued by municipalities to finance specific public works projects such as utilities, water
and sewer, transportation, or education. Our general obligation bonds are diversified across the United States with no

13
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited)

individual state exceeding 12%. Our investment policy limits investments in a single issuer and requires
diversification among various asset types.
Our unrealized losses from all securities were generated from approximately 690 positions out of a total of
approximately 1,430 positions at March 31, 2019. All issuers of securities we own that were trading at an unrealized
loss at March 31, 2019 remain current on all contractual payments. After taking into account these and other factors
previously described, we believe these unrealized losses primarily were caused by an increase in market interest rates
in the current markets since the time the securities were purchased. At March 31, 2019, we did not intend to sell the
securities with an unrealized loss position in accumulated other comprehensive income, and it is not likely that we will
be required to sell these securities before recovery of their amortized cost basis. As a result, we believe that the
securities with an unrealized loss were not other-than-temporarily impaired at March 31, 2019.
The detail of realized gains (losses) related to investment securities and included within investment income was as
follows for the three months ended March 31, 2019 and 2018:
Three
months
ended
March 31,
2019 2018
(in
millions)
Gross realized gains $10 $32
Gross realized losses (12) 3 )
Net realized capital (l