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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D. C. 20549

FORM 10-Q
(Mark One)

x Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended June 30, 2007

¨ Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the transition period from              to            

Commission file number 1-11834

Unum Group
(Exact name of registrant as specified in its charter)

Delaware 62-1598430
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

1 Fountain Square

Chattanooga, Tennessee 37402

(Address of principal executive offices)

423.294.1011

(Registrant�s telephone number, including area code)

Not Applicable

(Former name, former address and former fiscal year, if changed since last report)

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  x    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
�accelerated filer and large accelerated filer� in Rule 12b-2 of the Exchange Act.
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(Check one): Large Accelerated Filer  x    Accelerated Filer  ¨    Non-accelerated Filer  ¨

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    Nox

360,797,154 shares of the registrant�s common stock were outstanding as of June 30, 2007.
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Cautionary Statement Regarding Forward-Looking Statements

The Private Securities Litigation Reform Act of 1995 provides a �safe harbor� to encourage companies to provide prospective information, as long
as those statements are identified as forward-looking and are accompanied by meaningful cautionary statements identifying important factors
that could cause actual results to differ materially from those included in the forward-looking statements. We desire to take advantage of these
safe harbor provisions. Certain information contained in this discussion, or in any other written or oral statements made by us in communications
with the financial community or contained in documents filed with the Securities and Exchange Commission (SEC), may be considered
forward-looking. Forward-looking statements are those not based on historical information, but rather relate to future operations, strategies,
financial results, or other developments and speak only as of the date made. These statements may be made directly in this document or may be
made part of this document by reference to other documents filed by us with the SEC, which is known as �incorporation by reference.� You can
find many of these statements by looking for words such as �will,� �may,� �should,� �could,� �believes,� �expects,� �anticipates,� �estimates,� �intends,� �projects,�
�goals,� �objectives,� or similar expressions in this document or in documents incorporated herein.

These forward-looking statements are subject to numerous assumptions, risks, and uncertainties, many of which are beyond our control. We
caution readers that the following factors, in addition to other factors mentioned from time to time, may cause actual results to differ materially
from those contemplated by the forward-looking statements:

� General economic or business conditions, both domestic and foreign, may be less favorable than expected, which may affect
premium levels, claims experience, the level of pension benefit costs and funding, and investment results, including credit
deterioration of investments.

� Competitive pressures in the insurance industry may increase significantly through industry consolidation or otherwise.

� Events or consequences relating to terrorism and acts of war, both domestic and foreign, may adversely affect our business and the
Company�s results of operations in a period and may also affect the availability and cost of reinsurance.

� Legislative, regulatory, or tax changes, both domestic and foreign, may adversely affect the businesses in which we are engaged.

� Actual experience in connection with implementation of the multistate market conduct regulatory settlement agreements and the
California Department of Insurance settlement agreement may deviate from our assumptions.

� Rating agency actions, state insurance department market conduct examinations and other inquiries, other governmental
investigations and actions, and negative media attention may adversely affect our business and the Company�s results of operations in
a period.

� The level and results of litigation and rulings in the multidistrict litigation or other purported class actions may not be favorable to
the Company and may adversely affect our business and the Company�s results of operations in a period.

� Investment results, including, but not limited to, realized investment losses resulting from impairments, may differ from our
assumptions and prior experience and may adversely affect our business and the Company�s results of operations in a period.

� Changes in the interest rate environment may adversely affect our reserve and policy assumptions and ultimately profit margins and
reserve levels.
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� Sales growth may be less than planned, which could affect adversely revenue and profitability.

� Effectiveness in supporting new product offerings and providing customer service may not meet expectations.

� Actual experience in pricing, underwriting, and reserving may deviate from our assumptions.

� Actual persistency may be lower than projected persistency, resulting in lower than expected revenue and higher than expected
amortization of deferred acquisition costs.

1
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� Incidence and recovery rates may be influenced by, among other factors, the rate of unemployment and consumer confidence, the
emergence of new diseases, epidemics, or pandemics, new trends and developments in medical treatments, the effectiveness of risk
management programs, and implementation of the multistate regulatory settlement agreements and the California Department of
Insurance settlement agreement.

� Insurance reserve liabilities may fluctuate as a result of changes in numerous factors, and such fluctuations can have material positive
or negative effects on net income.

� Retained risks in our reinsurance operations are influenced primarily by the credit risk of the reinsurers and potential contract
disputes. Any material changes in the reinsurers� credit risk or willingness to pay according to the terms of the contract may adversely
affect our business and the results of operations in a period.

For further discussion of risks and uncertainties which could cause actual results to differ from those contained in the forward-looking
statements, see Part I, Item 1A of our annual report on Form 10-K for the year ended December 31, 2006.

All subsequent written and oral forward-looking statements attributable to us or any person acting on our behalf are expressly qualified in their
entirety by the cautionary statements contained or referred to in this section. We do not undertake any obligation to release publicly any
revisions to such forward-looking statements to reflect events or circumstances after the date of this document or to reflect the occurrence of
unanticipated events.

2
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PART I

ITEM 1. FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEETS

Unum Group and Subsidiaries

June 30

2007
December 31

2006
(in millions of dollars)

(Unaudited)
Assets

Investments
Fixed Maturity Securities - at fair value (amortized cost: $34,320.3; $33,414.1) $ 34,669.3 $ 35,001.5
Mortgage Loans 1,004.2 944.0
Real Estate 20.2 17.9
Policy Loans 3,505.8 3,429.5
Other Long-term Investments 118.1 122.0
Short-term Investments 757.3 648.4

Total Investments 40,074.9 40,163.3

Other Assets
Cash and Bank Deposits 126.8 121.3
Accounts and Premiums Receivable 2,110.1 2,057.1
Reinsurance Recoverable 5,541.4 5,512.2
Accrued Investment Income 654.0 646.8
Deferred Acquisition Costs 2,342.3 2,983.1
Goodwill 204.5 204.1
Property and Equipment 383.9 370.1
Other Assets 611.4 624.5
Other Assets - Discontinued Operations �  112.3
Separate Account Assets 21.9 28.5

Total Assets $ 52,071.2 $ 52,823.3

See notes to consolidated financial statements.

3
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CONSOLIDATED BALANCE SHEETS - Continued

Unum Group and Subsidiaries

June 30

2007
December 31

2006
(in millions of dollars)

(Unaudited)
Liabilities and Stockholders� Equity

Liabilities
Policy and Contract Benefits $ 2,070.1 $ 2,220.4
Reserves for Future Policy and Contract Benefits 36,105.3 35,689.4
Unearned Premiums 635.6 520.1
Other Policyholders� Funds 1,919.3 2,019.1
Income Tax Payable 86.0 44.4
Deferred Income Tax 47.5 567.3
Short-term Debt 175.0 �  
Long-term Debt 2,287.7 2,659.6
Other Liabilities 1,351.2 1,326.7
Other Liabilities - Discontinued Operations �  29.0
Separate Account Liabilities 21.9 28.5

Total Liabilities 44,699.6 45,104.5

Commitments and Contingent Liabilities - Note 9

Stockholders� Equity
Common Stock, $0.10 par
Authorized: 725,000,000 shares
Issued: 362,748,249 and 344,578,616 shares 36.3 34.4
Additional Paid-in Capital 2,501.9 2,200.0
Accumulated Other Comprehensive Income (Loss)
Net Unrealized Gain on Securities 78.0 534.8
Net Gain on Cash Flow Hedges 135.4 194.2
Foreign Currency Translation Adjustment 136.9 116.0
Unrecognized Pension and Postretirement Benefit Costs (246.6) (232.2)
Retained Earnings 4,783.9 4,925.8
Treasury Stock - at cost: 1,951,095 shares (54.2) (54.2)

Total Stockholders� Equity 7,371.6 7,718.8

Total Liabilities and Stockholders� Equity $ 52,071.2 $ 52,823.3

See notes to consolidated financial statements.

4
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CONSOLIDATED STATEMENTS OF INCOME (UNAUDITED)

Unum Group and Subsidiaries

Three Months Ended
June 30

Six Months Ended
June 30

2007 2006 2007 2006
(in millions of dollars, except share data)

Revenue
Premium Income $ 1,986.7 $ 1,987.2 $ 3,930.7 $ 3,957.2
Net Investment Income 597.8 576.6 1,187.3 1,140.4
Net Realized Investment Gain (Loss) 10.4 (5.8) 6.7 (3.3)
Other Income 70.7 63.7 141.5 127.5

Total Revenue 2,665.6 2,621.7 5,266.2 5,221.8

Benefits and Expenses
Benefits and Change in Reserves for Future Benefits 1,816.9 1,807.9 3,546.2 3,675.4
Commissions 208.3 203.7 421.3 414.6
Interest and Debt Expense 44.5 48.7 90.4 101.8
Cost Related to Early Retirement of Debt 0.8 17.8 3.2 23.1
Deferral of Acquisition Costs (136.3) (129.4) (274.4) (265.3)
Amortization of Deferred Acquisition Costs 122.3 118.0 238.9 237.8
Compensation Expense 177.4 171.0 350.7 336.1
Other Expenses 198.8 194.4 397.1 401.1

Total Benefits and Expenses 2,432.7 2,432.1 4,773.4 4,924.6

Income from Continuing Operations Before
Income Tax 232.9 189.6 492.8 297.2

Income Tax (Benefit)
Current 78.4 68.5 117.6 92.7
Deferred 1.0 (2.2) 50.3 9.8

Total Income Tax 79.4 66.3 167.9 102.5

Income from Continuing Operations 153.5 123.3 324.9 194.7

Discontinued Operations - Note 3
Income Before Income Tax �  3.3 17.8 6.7
Income Tax �  1.4 10.9 2.8

Income from Discontinued Operations �  1.9 6.9 3.9

Net Income $ 153.5 $ 125.2 $ 331.8 $ 198.6

Earnings Per Common Share
Basic
Income from Continuing Operations $ 0.44 $ 0.38 $ 0.94 $ 0.63
Net Income $ 0.44 $ 0.39 $ 0.96 $ 0.64
Assuming Dilution
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Income from Continuing Operations $ 0.43 $ 0.37 $ 0.93 $ 0.60
Net Income $ 0.43 $ 0.38 $ 0.95 $ 0.61
See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS� EQUITY (UNAUDITED)

Unum Group and Subsidiaries

Six Months Ended June 30
2007 2006
(in millions of dollars)

Common Stock
Balance at Beginning of Year $ 34.4 $ 30.1
Common Stock Activity 1.9 4.3

Balance at End of Period 36.3 34.4

Additional Paid-in Capital
Balance at Beginning of Year 2,200.0 1,627.9
Common Stock Activity 301.9 576.4
Cumulative Effect of Accounting Principle Change - Note 2 �  (13.8)

Balance at End of Period 2,501.9 2,190.5

Accumlated Other Comprehensive Income
Balance at Beginning of Year 612.8 1,163.5
Change During Period (509.1) (1,111.8)

Balance at End of Period 103.7 51.7

Retained Earnings
Balance at Beginning of Year 4,925.8 4,610.4
Net Income 331.8 198.6
Dividends to Stockholders ($0.15 per share in 2007 and 2006) (51.2) (44.5)
Cumulative Effect of Accounting Principle Changes - Note 2 (422.5) �  

Balance at End of Period 4,783.9 4,764.5

Treasury Stock
Balance at Beginning of Year and End of Period (54.2) (54.2)

Deferred Compensation
Balance at Beginning of Year �  (13.8)
Cumulative Effect of Accounting Principle Change - Note 2 �  13.8

Balance at End of Period �  �  

Total Stockholders� Equity at End of Period $ 7,371.6 $ 6,986.9

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

Unum Group and Subsidiaries

Six Months Ended June 30
2007 2006
(in millions of dollars)

Cash Flows from Operating Activities
Net Income $ 331.8 $ 198.6
Adjustments to Reconcile Net Income to
Net Cash Provided by Operating Activities
Change in Receivables (48.6) (39.8)
Change in Deferred Acquisition Costs (35.5) (27.5)
Change in Insurance Reserves and Liabilities 593.7 678.5
Change in Income Tax Liabilities 45.6 5.6
Change in Other Accrued Liabilities (115.1) (50.3)
Non-cash Adjustments to Net Investment Income (184.7) (184.5)
Net Realized Investment (Gain) Loss (6.7) 3.3
Depreciation 32.4 34.0
Other, Net 3.8 41.5

Net Cash Provided by Operating Activities 616.7 659.4

Cash Flows from Investing Activities
Proceeds from Sales of Available-for-Sale Securities 958.7 1,324.8
Proceeds from Maturities of Available-for-Sale Securities 577.3 741.7
Proceeds from Sales and Maturities of Other Investments 223.3 68.1
Purchase of Available-for-Sale Securities (2,143.9) (2,261.5)
Purchase of Other Investments (225.5) (293.4)
Net Purchases of Short-term Investments (104.5) (27.4)
Disposition of Business 98.8 �  
Other, Net (45.6) (29.2)

Net Cash Used by Investing Activities (661.4) (476.9)

Cash Flows from Financing Activities
Maturities and Benefit Payments from Policyholder Accounts (4.6) (5.8)
Long-term Debt Repayments (197.0) (700.0)
Cost Related to Early Retirement of Debt (0.8) (15.6)
Issuance of Common Stock 306.9 577.6
Dividends Paid to Stockholders (51.2) (44.5)
Other, Net (4.0) (6.6)

Net Cash Provided (Used) by Financing Activities 49.3 (194.9)

Effect of Foreign Exchange Rate Changes on Cash 0.9 0.7

Net Increase (Decrease) in Cash and Bank Deposits 5.5 (11.7)

Cash and Bank Deposits at Beginning of Year 121.3 67.1
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Cash and Bank Deposits at End of Period $ 126.8 $ 55.4

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS (UNAUDITED)

Unum Group and Subsidiaries

Three Months Ended June 30 Six Months Ended June 30
2007 2006 2007 2006

(in millions of dollars)
Net Income $ 153.5 $ 125.2 $ 331.8 $ 198.6

Other Comprehensive Loss
Change in Net Unrealized Gain on Securities Before
Reclassification Adjustment

(net of tax benefit of $220.5; $106.0; $243.0; $526.3) (411.7) (195.2) (454.9) (977.7)
Reclassification Adjustment for Net Realized
Investment Gain

(net of tax benefit of $0.4; $0.2; $1.1; $1.3) (0.6) (0.3) (1.9) (2.3)
Change in Net Gain on Cash Flow Hedges
(net of tax benefit of $24.4; $41.6; $31.9; $79.2) (45.1) (77.4) (58.8) (147.1)
Change in Foreign Currency Translation Adjustment
(net of tax benefit of $0.2; $0.2; $0.4; $0.2) 15.2 14.8 20.9 15.3
Change in Unrecognized Pension and Postretirement Benefit Costs
(net of tax benefit of $(1.3); $ -; $7.7; $ -) 2.2 �  (14.4) �  

Total Other Comprehensive Loss (440.0) (258.1) (509.1) (1,111.8)

Comprehensive Loss $ (286.5) $ (132.9) $ (177.3) $ (913.2)

See notes to consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Unum Group and Subsidiaries

June 30, 2007

Note 1 - Basis of Presentation

The accompanying consolidated financial statements of Unum Group and its subsidiaries (the Company) have been prepared in accordance with
U.S. generally accepted accounting principles (GAAP) 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 information and footnotes required by accounting principles generally accepted in
the United States for complete financial statements. For further information, refer to the consolidated financial statements and footnotes included
in our annual report on Form 10-K for the year ended December 31, 2006.

During the first quarter of 2007, we closed the sale of our wholly-owned subsidiary GENEX Services, Inc. (GENEX). The financial results of
GENEX are reported as discontinued operations in the consolidated financial statements. Except where noted, the information presented in the
notes to the consolidated financial statements excludes GENEX. See Note 3 for further discussion.

In our opinion, all adjustments (consisting of normal recurring accruals) considered necessary for a fair presentation have been included.
Operating results for the three and six month periods ended June 30, 2007, are not necessarily indicative of the results that may be expected for
the year ended December 31, 2007.

Note 2 - Accounting Pronouncements

Accounting Pronouncements Adopted:

Effective January 1, 2007, we adopted the provisions of Statement of Position 05-1 (SOP 05-1), Accounting by Insurance Enterprises for
Deferred Acquisition Costs in Connection With Modifications or Exchanges of Insurance Contracts. SOP 05-1 provides guidance on accounting
by insurance enterprises for deferred acquisition costs (DAC) on internal replacements of insurance and investment contracts other than those
specifically described in Statement of Financial Accounting Standards No. 97, Accounting and Reporting by Insurance Enterprises for Certain
Long-Duration Contracts and for Realized Gains and Losses from the Sale of Investments.

An internal replacement is defined as a modification in product benefits, features, or coverages that occurs by the exchange or replacement of an
existing insurance policy for a new policy. If the modification does not substantially change (as defined by SOP 05-1) the policy, we retain the
unamortized DAC from the original policy and amortize its remaining balance over the expected life of the new policy, and the costs of
replacing the policy are accounted for as policy maintenance costs and expensed as incurred. If the internal replacement results in a policy that is
substantially changed, we account for the replacement as an extinguishment of the original policy and the issuance of a new policy. Unamortized
DAC on the original policy that was replaced is immediately expensed, and the costs of acquiring the new policy are capitalized and amortized
in accordance with our accounting policies for DAC.

The cumulative effect of applying the provisions of SOP 05-1 decreased our 2007 opening balance of retained earnings $445.2 million.

9
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) - Continued

Unum Group and Subsidiaries

June 30, 2007

Note 2 - Accounting Pronouncements - Continued

Effective January 1, 2007, we adopted the provisions of Financial Accounting Standards Board Interpretation No. 48 (FIN 48), Accounting for
Uncertainty in Income Taxes, an interpretation of Statement of Financial Accounting Standards No. 109 (SFAS 109). FIN 48 clarifies the
accounting for uncertainty in income taxes recognized in an enterprise�s financial statements in accordance with SFAS 109. Unlike SFAS 109,
FIN 48 prescribes a recognition threshold and measurement attribute for the financial statement recognition and measurement of a tax position
taken or expected to be taken in a tax return. Additionally, FIN 48 provides guidance on derecognition, classification, interest and penalties,
accounting in interim periods, disclosure, and transition. The cumulative effect of applying the provisions of FIN 48 increased our 2007 opening
balance of retained earnings $22.7 million.

Effective January 1, 2007, we adopted the provisions of Statement of Financial Accounting Standards No. 155 (SFAS 155), Accounting for
Certain Hybrid Financial Instruments, an amendment of Statement of Financial Accounting Standards Nos. 133 (SFAS 133) and 140 (SFAS
140). SFAS 155: (a) permits fair value remeasurement for any hybrid financial instrument that contains an embedded derivative that otherwise
would require bifurcation; (b) clarifies which interest-only strips and principal-only strips are not subject to the requirements of SFAS 133;
(c) establishes a requirement to evaluate beneficial interests in securitized financial assets to identify interests that are freestanding derivatives or
that are hybrid financial instruments that contain an embedded derivative requiring bifurcation; (d) clarifies that concentrations of credit risk in
the form of subordination are not embedded derivatives; and, (e) eliminates restrictions on a qualifying special-purpose entity�s ability to hold
passive derivative financial instruments that pertain to beneficial interests that are or contain a derivative financial instrument. The adoption of
SFAS 155 did not have a material effect on our financial position or results of operations.

Effective January 1, 2006, we adopted Statement of Financial Accounting Standards No. 123 (revised 2004) (SFAS 123(R)), Share-Based
Payment, which is a revision to Statement of Financial Accounting Standards No. 123 (SFAS 123), Accounting for Stock-Based Compensation.
SFAS 123(R) focuses primarily on accounting for transactions in which an entity obtains employee service in exchange for share-based
payments. Under SFAS 123(R), share-based awards that do not require future service (i.e., vesting awards) are expensed immediately.
Share-based employee awards that require future service are amortized over the relevant service period. We adopted SFAS 123(R) using the
modified prospective transition method. In accordance with the modified prospective transition method, the provisions are generally applied
only to share-based awards granted subsequent to adoption. Prior to adoption of SFAS 123(R), the unrecognized compensation cost related to
nonvested stock awards was reported as additional paid-in capital and deferred compensation, a contra equity account. The value of this contra
equity account at the adoption of SFAS 123(R) was $13.8 million. The adoption of SFAS 123(R) did not have a material effect on our financial
position or results of operations.

Accounting Pronouncements Outstanding:

Statement of Financial Accounting Standards No. 157 (SFAS 157), Fair Value Measurements, was issued in September 2006. SFAS 157 defines
fair value, establishes a framework for measuring fair value, and expands disclosures about fair value measurements. We will adopt the
provisions of SFAS 157 effective January 1, 2008. The adoption of SFAS 157 will not have a material effect on our financial position or results
of operations.

10
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) - Continued

Unum Group and Subsidiaries

June 30, 2007

Note 3 - Discontinued Operations

As discussed in Note 1, the sale of GENEX closed effective March 1, 2007, and we recognized an after-tax gain of $6.2 million on the sale. We
intend to continue to purchase certain disability management services for a period of up to five years from the effective date of the sale. The cost
of the services to be purchased was negotiated in an arms-length transaction. Intercompany amounts paid to GENEX for these types of services
were $2.3 million for the two month period ended February 28, 2007, and $3.9 million and $7.7 million for the three and six month periods
ended June 30, 2006. The estimated future cost of purchases of these services is not significant to our results of operations.

GENEX was accounted for as an asset held for sale at December 31, 2006. The results of GENEX, which were previously reported in the Other
segment, are reported as discontinued operations and excluded from segment results for all periods shown.

Selected results for GENEX are as follows:

Three Months
Ended

June 30
Six Months

Ended June 30
2006 2007 2006

(in millions of dollars, except share data)
Total Revenue $ 46.3 $ 47.2 $ 92.1

Income $ 1.9 $ 6.9 $ 3.9

Income Per Common Share
Basic $ 0.01 $ 0.02 $ 0.01
Assuming Dilution $ 0.01 $ 0.02 $ 0.01

11
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) - Continued

Unum Group and Subsidiaries

June 30, 2007

Note 4 - Segment Information

Premium income by major line of business within each of our segments is presented as follows:

Three Months Ended
June 30

Six Months Ended
June 30

2007 2006 2007 2006
(in millions of dollars)

Unum US
Group Income Protection
Group Long-term Income Protection $ 480.7 $ 489.8 $ 952.1 $ 975.1
Group Short-term Income Protection 128.6 133.1 247.3 267.6
Group Life and Accidental Death & Dismemberment
Group Life 277.1 322.5 557.9 642.6
Accidental Death & Dismemberment 32.1 39.0 64.5 77.7
Supplemental and Voluntary
Individual Income Protection - Recently Issued 114.7 111.2 228.4 221.4
Long-term Care 131.6 121.2 260.3 241.8
Voluntary Workplace Benefits 100.9 94.8 200.1 189.2

1,265.7 1,311.6 2,510.6 2,615.4

Unum UK
Group Long-term Income Protection 194.6 150.4 369.2 297.7
Group Life 43.0 42.0 81.7 78.7
Individual Income Protection 9.4 8.3 18.4 15.7

247.0 200.7 469.3 392.1

Colonial
Income Protection 140.5 132.8 280.2 262.6
Life 35.3 32.5 70.9 62.5
Cancer and Critical Illness 49.0 44.2 97.1 87.0

224.8 209.5 448.2 412.1

Individual Income Protection - Closed Block 249.4 264.2 501.7 535.2

Other (0.2) 1.2 0.9 2.4

Total $ 1,986.7 $ 1,987.2 $ 3,930.7 $ 3,957.2

12

Edgar Filing: Unum Group - Form 10-Q

Table of Contents 19



Table of Contents

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) - Continued

Unum Group and Subsidiaries

June 30, 2007

Note 4 - Segment Information - Continued

Selected operating statement data by segment is presented as follows:

Unum
US Unum UK Colonial

Individual Income
Protection - Closed Block Other Corporate Total
(in millions of dollars)

Three Months Ended June 30, 2007

Premium Income $ 1,265.7 $ 247.0 $ 224.8 $ 249.4 $ (0.2) $ �  $ 1,986.7
Net Investment Income 286.9 49.9 24.9 203.4 26.9 5.8 597.8
Other Income 34.5 0.3 0.3 25.8 9.1 0.7 70.7

Operating Revenue $ 1,587.1 $ 297.2 $ 250.0 $ 478.6 $ 35.8 $ 6.5 $ 2,655.2

Operating Income (Loss) $ 92.3 $ 77.7 $ 64.9 $ 42.6 $ 4.0 $ (59.0) $ 222.5

Three Months Ended June 30, 2006

Premium Income $ 1,311.6 $ 200.7 $ 209.5 $ 264.2 $ 1.2 $ �  $ 1,987.2
Net Investment Income 258.9 39.9 23.4 214.0 28.4 12.0 576.6
Other Income (Loss) 28.1 (0.1) 0.4 23.9 8.4 3.0 63.7

Operating Revenue $ 1,598.6 $ 240.5 $ 233.3 $ 502.1 $ 38.0 $ 15.0 $ 2,627.5

Operating Income (Loss) $ 104.5 $ 56.1 $ 49.9 $ 33.2 $ 5.4 $ (53.7) $ 195.4

Six Months Ended June 30, 2007

Premium Income $ 2,510.6 $ 469.3 $ 448.2 $ 501.7 $ 0.9 $ �  $ 3,930.7
Net Investment Income 563.8 95.7 49.3 408.0 55.0 15.5 1,187.3
Other Income 69.2 2.0 0.6 51.1 17.3 1.3 141.5

Operating Revenue $ 3,143.6 $ 567.0 $ 498.1 $ 960.8 $ 73.2 $ 16.8 $ 5,259.5

Operating Income (Loss) $ 234.7 $ 152.8 $ 124.5 $ 65.1 $ 7.6 $ (98.6) $ 486.1

Six Months Ended June 30, 2006

Premium Income $ 2,615.4 $ 392.1 $ 412.1 $ 535.2 $ 2.4 $ �  $ 3,957.2
Net Investment Income 516.6 77.9 46.0 416.2 57.1 26.6 1,140.4
Other Income 53.5 �  0.7 50.2 16.7 6.4 127.5

Operating Revenue $ 3,185.5 $ 470.0 $ 458.8 $ 1,001.6 $ 76.2 $ 33.0 $ 5,225.1
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Unum Group and Subsidiaries

June 30, 2007

Note 4 - Segment Information - Continued

A reconciliation of total operating revenue and operating income by segment to revenue and net income as reported in our consolidated
statements of income is as follows:

Three Months Ended
June 30

Six Months Ended
June 30

2007 2006 2007 2006
(in millions of dollars)

Operating Revenue by Segment $ 2,655.2 $ 2,627.5 $ 5,259.5 $ 5,225.1
Net Realized Investment Gain (Loss) 10.4 (5.8) 6.7 (3.3)

Revenue $ 2,665.6 $ 2,621.7 $ 5,266.2 $ 5,221.8

Operating Income by Segment $ 222.5 $ 195.4 $ 486.1 $ 300.5
Net Realized Investment Gain (Loss) 10.4 (5.8) 6.7 (3.3)
Income Tax 79.4 66.3 167.9 102.5
Income from Discontinued Operations �  1.9 6.9 3.9

Net Income $ 153.5 $ 125.2 $ 331.8 $ 198.6

Assets by segment are as follows:

June 30
2007

December 31
2006

(in millions of dollars)
Unum US $ 20,224.3 $ 20,900.8
Unum UK 4,090.5 3,904.2
Colonial 2,405.3 2,355.0
Individual Income Protection - Closed Block 15,343.4 15,609.5
Other 8,978.6 8,998.8
Corporate 1,029.1 942.0
Discontinued Operations �  113.0

Total $ 52,071.2 $ 52,823.3
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Unum Group and Subsidiaries

June 30, 2007

Note 5 - Pensions and Other Postretirement Benefits

The components of net periodic benefit cost related to the Company sponsored defined benefit pension and postretirement plans for our
employees are as follows:

Three Months Ended June 30
2007 2006 2007 2006 2007 2006

(in millions of dollars)
Pension Benefits

U.S. Plans Non U.S. Plans Postretirement Benefits
Service Cost $ 7.9 $ 8.9 $ 2.4 $ 2.2 $ 0.9 $ 1.0
Interest Cost 13.6 12.1 2.4 1.9 2.7 2.5
Expected Return on Plan Assets (14.6) (10.2) (3.0) (3.5) (0.2) (0.1)
Amortization of:
Net Actuarial Loss 4.9 5.6 0.7 0.6 �  �  
Prior Service Credit (0.8) (0.7) �  �  (0.9) (1.0)

Net Periodic Benefit Cost $ 11.0 $ 15.7 $ 2.5 $ 1.2 $ 2.5 $ 2.4

Six Months Ended June 30
2007 2006 2007 2006 2007 2006

(in millions of dollars)
Pension Benefits

U.S. Plans Non U.S. Plans Postretirement Benefits
Service Cost $ 16.2 $ 17.8 $ 4.7 $ 4.4 $ 1.8 $ 2.0
Interest Cost 27.1 24.2 4.9 3.8 5.4 5.0
Expected Return on Plan Assets (29.2) (20.4) (6.1) (5.3) (0.4) (0.2)
Amortization of:
Net Actuarial Loss 9.5 11.2 1.4 1.2 �  �  
Prior Service Credit (1.6) (1.4) �  �  (1.8) (2.0)
Curtailment 0.2 �  �  �  �  �  

Net Periodic Benefit Cost $ 22.2 $ 31.4 $ 4.9 $ 4.1 $ 5.0 $ 4.8

As a result of the sale of GENEX, we froze the pension plan benefits for the employees of GENEX during the first quarter of 2007, which
resulted in the recognition of a curtailment loss of $0.2 million and a $7.2 million reduction in our pension liability. The curtailment loss was
comprised of a $0.6 million increase in our pension liability related to a termination benefit and a $0.4 million recognition of unamortized prior
service credits. As of the date of the curtailment, we remeasured our U.S. pension plan obligation. The weighted average discount rate
assumption used in the measurement of our U.S. pension plan benefit obligation changed from 6.10 percent as of our December 31, 2006
measurement date to 5.90 percent as of the measurement date of March 1, 2007. No other assumptions were materially changed. As a result of
the remeasurement, our pension plan liability increased $35.6 million. The net effect of the curtailment and remeasurement was an increase in
our pension plan liability of $29.0 million, a decrease in deferred income tax of $10.1 million, a decrease in income from discontinued
operations of $0.2 million, and a decrease in accumulated other comprehensive income of $18.7 million.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) - Continued

Unum Group and Subsidiaries

June 30, 2007

Note 5 - Pension and Other Postretirement Benefits - Continued

We have no regulatory contribution requirements for our U.S. qualified defined benefit plan in 2007; however, we elected to make voluntary
contributions of $110.0 million during the second quarter of 2007. For our U.K. operation, which maintains a separate defined benefit plan
(Scheme), we made required contributions to the Scheme totaling $2.5 million and $5.1 million for the second quarter and first six months of
2007, respectively.

Note 6 - Debt

In May 2004, Unum Group issued 12.0 million 8.25% adjustable conversion-rate equity security units (units) in a private offering for $300.0
million. We subsequently registered the privately placed securities for resale by the private investors. Each unit had a stated amount of $25 and
initially consisted of (a) a contract pursuant to which the holder agreed to purchase, for $25, shares of Unum Group�s common stock on May 15,
2007 and which entitled the holder to contract adjustment payments at the annual rate of 3.165 percent, payable quarterly, and (b) a 1/40 or 2.5
percent ownership interest in a senior note issued by Unum Group due May 15, 2009 with a principal amount of $1,000, on which Unum Group
paid interest at the initial annual rate of 5.085%, payable quarterly.

The scheduled remarketing of the senior note element of the units issued in May 2004 occurred in February 2007, as stipulated by the terms of
the original offering, and we reset the interest rate on $300.0 million of senior notes due May 15, 2009 to 5.859%. We purchased $150.0 million
of the senior notes in the remarketing which were subsequently retired. The associated write-off of deferred debt costs decreased first quarter of
2007 income by $2.4 million before tax, or $1.6 million after tax. In May 2007, we settled the purchase contract element of the units by issuing
17.7 million shares of common stock. We received proceeds of approximately $300.0 million from the transaction.

In the first and second quarters of 2007, we made principal payments of $10.0 million and $2.5 million, respectively, on our senior secured
non-recourse variable rate notes due 2036 which were issued by Tailwind Holdings, LLC. During the second quarter of 2007, we purchased
$34.5 million aggregate principal amount of our outstanding 6.85% notes due 2015. The costs associated with these debt reductions decreased
our second quarter and first six months 2007 income approximately $0.8 million before tax, or $0.6 million after tax.
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Unum Group and Subsidiaries

June 30, 2007

Note 7 - Stockholders� Equity and Earnings Per Common Share

Net income per common share is determined as follows:

Three Months Ended
June 30

Six Months Ended

June 30
2007 2006 2007 2006

(in millions of dollars, except share data)
Numerator
Net Income $ 153.5 $ 125.2 $ 331.8 $ 198.6

Denominator (000s)
Weighted Average Common Shares - Basic 350,843.8 319,207.3 346,053.6 308,266.8
Dilution for the Purchase Contract Element of the
Adjustable Conversion-Rate Equity Security Units 2,904.8 8,352.3 3,345.9 14,350.7
Dilution for Assumed Exercises of Stock Options and Other Dilutive
Securities 1,088.8 2,345.4 1,237.0 2,217.1

Weighted Average Common Shares - Assuming Dilution 354,837.4 329,905.0 350,636.5 324,834.6

Net Income Per Common Share
Basic $ 0.44 $ 0.39 $ 0.96 $ 0.64
Assuming Dilution $ 0.43 $ 0.38 $ 0.95 $ 0.61

We use the treasury stock method to account for the effect of the purchase contract element of the units, outstanding stock options, and
nonvested stock awards on the computation of dilutive earnings per share. Under this method, these potential common shares will each have a
dilutive effect, as individually measured, when the average market price of Unum Group�s common stock during the period exceeds the threshold
appreciation price of the purchase contract element of the units, the exercise price of the stock options, or the grant price of the nonvested stock
awards. The purchase contract element of the units issued in 2004 and 2003 had a threshold appreciation price of $16.95 per share and $13.27
per share, respectively. We settled the purchase contract element of the 2004 and 2003 units in May 2007 and 2006 and issued 17.7 million and
43.3 million shares of common stock, respectively. The outstanding stock options have exercise prices ranging from $12.23 to $58.56, and the
nonvested stock awards have grant prices ranging from $19.18 to $27.18.

Potential common shares not included in the computation of dilutive earnings per share because their impact would be antidilutive based on
current market prices approximated 6.2 million and 6.4 million shares of common stock for the three and six month periods ended June 30,
2007, and 8.3 million common shares for each of the three and six month periods ended June 30, 2006.

Unum Group has 25,000,000 shares of preferred stock authorized with a par value of $0.10 per share. No preferred stock has been issued to date.

Note 8 - Income Tax
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The cumulative effect of applying the provisions of FIN 48 as of January 1, 2007 resulted in a $22.7 million decrease in our liability for
unrecognized tax benefits, net of associated deferred tax assets. The balance in our liability for unrecognized tax benefits as of January 1, 2007,
subsequent to adoption, was $67.4 million. Included in this amount is a liability of approximately $19.2 million that, if recognized, would impact
our effective tax rate. We recognize interest expense and penalties related to unrecognized tax benefits in tax expense. The total amount of
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Unum Group and Subsidiaries

June 30, 2007

Note 8 - Income Tax - Continued

accrued interest and penalties as of the date of adoption was $5.5 million. There were no material changes in unrecognized tax benefits during
the first and second quarters of 2007.

We file federal and state income tax returns in the United States and in foreign jurisdictions. We are under continuous examination by the
Internal Revenue Service (IRS) with regard to our U.S. federal income tax returns. The current IRS examination covers our tax years 2002
through 2004. Tax years subsequent to 2004 remain subject to examination by tax authorities in all major jurisdictions.

We believe it is reasonably possible that within the next 12 months a foreign subsidiary�s tax return for tax year 2005 will either be accepted
without examination or will be examined and closed, resulting in a reduction in our liability for unrecognized tax benefits of as much as $5.9
million.

We believe sufficient provision has been made for all proposed and potential adjustments for all years that are not closed by the statute of
limitations in all major tax jurisdictions, and that any such adjustment would not have a material adverse effect on our financial position,
liquidity, or results of operations. However, it is possible that the resolution of a proposed adjustment by a taxing authority could impact our
results of operations for a future period.

Note 9 - Commitments and Contingent Liabilities

We are a defendant in a number of litigation matters. In some of these matters, no specified amount is sought. In others, very large or
indeterminate amounts, including punitive and treble damages, are asserted. There is a wide variation of pleading practice permitted in the
United States courts with respect to requests for monetary damages, including some courts in which no specified amount is required and others
which allow the plaintiff to state only that the amount sought is sufficient to invoke the jurisdiction of that court. Further, some jurisdictions
permit plaintiffs to allege damages well in excess of reasonably possible verdicts. Based on our extensive experience and that of others in the
industry with respect to litigating or resolving claims through settlement over an extended period of time, we believe that the monetary damages
asserted in a lawsuit or claim bear little relation to the merits of the case, or the likely disposition value. Therefore, the specific monetary relief
sought is not stated.

The lawsuits described below are for the most part in very preliminary stages, and the outcome of the matters is uncertain. An estimated loss is
accrued when it is probable that a liability has been incurred and the amount of the loss can be reasonably estimated. Unless indicated otherwise,
reserves have not been established for these matters.

Claims Handling Matters

Multidistrict Litigation

On September 2, 2003, the Judicial Panel on the Multidistrict Litigation entered an order transferring more than twenty putative class actions and
derivative suits, described below, filed in various courts against the Company, several of its subsidiaries, and some of our officers, to the U.S.
District Court for the Eastern District of Tennessee for coordinated or consolidated pretrial proceedings. The defendants strongly deny the
allegations in each of these actions and will vigorously defend the substantive and procedural aspects of the litigations, except as noted below
with respect to settlement discussions.

Shareholder Derivative Actions

On November 22, 2002, the first of five purported shareholder derivative actions was filed in the Tennessee Chancery Court. Between
December 27, 2002 and March 11, 2003, four additional purported derivative actions
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Unum Group and Subsidiaries

June 30, 2007

Note 9 - Commitments and Contingent Liabilities - Continued

were filed in state and federal courts in Tennessee. The defendants removed each of the actions that were filed in Tennessee state court to the
U.S. District Court for the Eastern District of Tennessee.

Each of these actions purports to be brought on behalf of the Company against certain current and past members of our Board of Directors and
certain executive officers alleging breaches of fiduciary duties and other violations of claims paying law by defendants. Plaintiffs allege, among
other things, that the individual defendants breached their duties of good faith and loyalty by establishing or permitting to be established an
unlawful policy of denying legitimate disability claims and improper financial reporting, and that certain defendants engaged in insider trading.

The district court consolidated these actions under the caption In re UnumProvident Corporation Derivative Actions. The plaintiffs then filed a
single consolidated amended complaint. We deny the allegations of the complaint and will vigorously contest them.

Federal Securities Law Class Actions

On February 12, 2003, the first of six virtually identical putative securities class actions was filed in the U.S. District Court for the Eastern
District of Tennessee. In two orders dated May 21, 2003, and January 22, 2004, the district court consolidated these actions under the caption In
re UnumProvident Corp. Securities Litigation.

The Lead Plaintiff filed a consolidated amended complaint on behalf of a putative class of purchasers of UnumProvident stock between
March 30, 2000 and April 24, 2003. The amended complaint alleges, among other things, that we issued misleading financial statements,
improperly accounted for certain impaired investments, failed to properly estimate our disability claim reserves, and pursued certain improper
claims handling practices. The complaint asserts claims under Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 and Rule 10b-5.

On July 30, 2007, we entered into a Stipulation of Settlement with the plaintiffs to resolve the litigation. Under the terms of the settlement,
which is subject to, among other things, approval by the court, we have agreed to pay $40.0 million to settle all claims that were or could have
been asserted by the class in the action. After the receipt of insurance proceeds, the net cost to us is expected to be $11.6 million before tax and
is included in our second quarter and first six months of 2007 operating results.

Policyholder Class Actions

On July 15, 2002, Rombeiro v. Unum Life Insurance Company of America, et al., was filed in the Superior Court of California and subsequently
was removed to federal court, alleging that the plaintiff was wrongfully denied disability benefits under a group long-term disability plan. On
January 21, 2003, an Amended Complaint was filed on behalf of a putative class of individuals that were denied or terminated from benefits
under group long-term disability plans, seeking injunctive and declaratory relief and payment of benefits. On April 30, 2003, the court granted in
part and denied in part the defendants� motion to dismiss the complaint. On May 14, 2003, the plaintiff filed a Second Amended Complaint
seeking similar relief.

Between November 2002 and November 2003, six additional similar putative class actions were filed in (or later removed to) federal district
courts in Illinois, Massachusetts, New York, Pennsylvania, and Tennessee. The complaints alleged that the putative class members� claims were
evaluated improperly and allege that the Company and its insurance subsidiaries breached certain fiduciary duties owed to the class members
under the Employee Retirement Income Security Act (ERISA), Racketeer Influenced Corrupt Organizations Act (RICO), and/or various state
laws. The complaints sought various forms of equitable relief and money damages, including punitive damages.
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These actions all were transferred to the Eastern District of Tennessee multidistrict litigation. On December 22, 2003, the Tennessee Federal
District Court entered an order consolidating all of the above actions for all pretrial purposes under the caption In re UnumProvident Corp.
ERISA Benefit Denial Actions and appointed a lead plaintiff. A consolidated amended complaint was filed on February 20, 2004. Several
motions remain pending before the court in this matter.

On April 30, 2003, a separate putative class action, Taylor v. UnumProvident Corporation, et al., was filed in the Tennessee Circuit Court and
subsequently removed to federal court. The complaint alleges claims against UnumProvident and certain subsidiaries on behalf of a putative
class of long-term disability insurance policyholders who did not obtain their coverage through employer sponsored plans and who had a claim
denied, terminated, or suspended by a UnumProvident subsidiary after January 1, 1995, seeking equitable and monetary relief. Plaintiff alleges
that the defendants violated various state laws by engaging in unfair claim practices and improperly denying claims.

The court subsequently granted in part our motion for summary judgment in Taylor, dismissing plaintiff�s request for equitable relief on her
breach of contract claim and dismissing any claim plaintiff may make for punitive damages under the Tennessee Consumer Protection Act. The
former claim is the principal claim upon which class certification is sought. The court reserved ruling on the remainder of the pending motion for
summary judgment pending further mediation of the Taylor and ERISA Benefit actions.

Court ordered mediation has concluded with the settlement of all individual claims brought by seven of the fifteen named plaintiffs in the ERISA
Benefit Denial Actions. An eighth plaintiff has subsequently resolved her claims through the process established under the regulatory settlement
agreements.

Plan Beneficiary Class Actions

During the first quarter of 2007, we executed a settlement agreement resolving the plan beneficiary class action, or 401(k) Retirement Plan case,
entitled Gee v. UnumProvident Corporation, et al. The settlement agreement, the net cost of which is immaterial, is subject to notice to the
proposed settlement class and Court approval following a fairness hearing. A motion seeking preliminary approval of the settlement and notice
to the proposed settlement class was submitted to the court on May 31, 2007 and is awaiting action by the court.

Examinations and Investigations

During 2004 and 2005, certain of our insurance subsidiaries entered into settlement agreements with various regulators related to disability
claims handling practices. The agreements provide for changes in certain of our claims handling procedures and a claim reassessment process
available to certain claimants whose claims were denied or closed during specified periods. The agreements will remain in place until the later of
January 1, 2007, or the completion of an examination of claims handling practices and an examination of the reassessment process, both of
which will be conducted by the lead state regulators. The settlement agreements also provide for a contingent fine of up to $145.0 million on our
U.S. insurance subsidiaries in the event that we fail to satisfactorily meet the performance standards in the settlement agreements relating to the
examinations referred to above. The parties to the agreements have subsequently agreed to extend the reassessment process until December 31,
2007, and we expect to substantially complete the claim reassessment process by the end of the third quarter of 2007. The examinations have
commenced and are expected to be completed by mid-year 2008. We believe that due to the changes we have made to our claims operations to
enhance our oversight functions, we expect to meet the performance standards in the agreements when these examinations are concluded.
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In the first quarter of 2006, we completed an analysis of our assumptions related to the reserves we established for the claim reassessment
process. Our analysis was based on preliminary data as of the end of the first quarter of 2006, when actual results to date were considered
credible enough to enable us to update our initial expectations of costs related to the reassessment process. We concluded that a change in our
initial assumptions, primarily related to the number of claimants for whom payments will continue because the claimant remains eligible for
disability payments, was warranted. We based our conclusion and our revised estimate on the information that existed at that time, which was
the actual cost related to approximately 20 percent of the projected ultimate total number of claims expected to be reassessed. The
characteristics, profile, and cost of those initial 20 percent of claims were more statistically credible than the information on which we based the
initial charges in 2004 and 2005. Based on our analysis, in the first quarter of 2006 we recorded a charge of $86.0 million before tax, or $55.9
million after tax, to reflect our then current estimate of future obligations for benefit costs for claims reopened in the reassessment.

In the third quarter of 2006, we increased our provision for the cost of the reassessment process $325.4 million before tax and $211.5 million
after tax based on changes in our emerging experience for the number of decisions being overturned by the reassessment process and the average
cost per reassessed claim. The revised third quarter estimate was based on the cost of approximately 55 percent of the projected ultimate total
number of claims expected to be reassessed. The third quarter charge was comprised of $310.4 million to reflect our revised estimate of future
obligations for benefit costs for claims reopened in the reassessment and $15.0 million for additional incremental direct claim reassessment
operating expenses because of the additional time now estimated to complete the process. Our best estimate of $310.4 million for the reopened
claims assumed that the nature and characteristics of the approximately 45 percent remaining claims estimated to be reassessed at that time
would be similar to the average profile of the 55 percent already reviewed at that time.

Based on changes in our emerging experience for the number of decisions being overturned and the average cost per reassessed claim, in the
second quarter of 2007 we increased our provision for the estimated cost of the reassessment process $53.0 million before tax and $34.5 million
after tax. This charge was within our previously disclosed range of +/- $60.0 million for reasonably possible outcomes relative to our then best
estimates. The second quarter charge was comprised of $65.8 million to reflect our higher estimate of future obligations for benefit costs for
claims reopened in the reassessment and a release of $12.8 million to reflect our lower estimate for additional incremental direct claim
reassessment operating expenses because of our projections for a slightly earlier completion of the reassessment process. We have 99 percent of
the potential inventory of claim reassessment information forms returned to us, with our claim reassessment on approximately 88 percent of the
forms completed. We have not yet finalized our claim reassessment on the remaining forms but have performed a financial review and included
that information in our analysis of emerging experience. We do not anticipate that we will need to further revise our provision for our claim
reassessment costs. Any costs above or below our current accrual are expected to be immaterial.

Other Claim Litigation

We and our insurance company subsidiaries, as part of our normal operations in managing disability claims, are engaged in claim litigation
where disputes arise as a result of a denial or termination of benefits. Most typically these lawsuits are filed on behalf of a single claimant or
policyholder, and in some of these individual actions punitive damages are sought, such as claims alleging bad faith in the handling of insurance
claims. For our general claim litigation, we maintain reserves based on experience to satisfy judgments and settlements in the normal course. We
expect that the ultimate liability, if any, with respect to general claim litigation, after consideration of the reserves maintained, will not be
material to our consolidated financial condition. Nevertheless, given the inherent unpredictability of litigation, it is possible that an adverse
outcome in certain claim litigation involving
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punitive damages could, from time to time, have a material adverse effect on our consolidated results of operations in a period, depending on the
results of operations for the particular period. We are unable to estimate a range of reasonably possible punitive losses.

From time to time class action allegations are pursued where the claimant or policyholder purports to represent a larger number of individuals
who are similarly situated. Since each insurance claim is evaluated based on its own merits, there is rarely a single act or series of actions, which
can properly be addressed by a class action. Nevertheless, we monitor these cases closely and defend ourselves appropriately where these
allegations are made.

Broker Compensation, Quoting Process, and Related Matters

Examinations and Investigations

Since October 2004, we and/or our insurance subsidiaries have received subpoenas or information requests from a Federal Grand Jury in San
Diego, the District Attorney for the County of San Diego, and the U.S. Department of Labor, as well as insurance departments and/or other state
regulatory or investigatory agencies of at least seven additional states including Connecticut, Florida, Maine, Massachusetts, North Carolina,
South Carolina, and Tennessee. The subpoenas and/or information requests relate to, among other things, compliance with ERISA relating to our
interactions with insurance brokers and to regulations concerning insurance information provided by us to plan administrators of ERISA plans,
as well as compliance with state and federal laws with respect to quoting processes, producer compensation, solicitation activities, policies sold
to state or municipal entities, and information regarding compensation arrangements with brokers. We will continue to cooperate fully with all
investigations.

Broker-Related Litigation

We and certain of our subsidiaries, along with many other insurance brokers and insurers, have been named as defendants in a series of putative
class actions that have been transferred to the U.S. District Court for the District of New Jersey for coordinated or consolidated pretrial
proceedings as part of multidistrict litigation (MDL) No. 1663, In re Insurance Brokerage Antitrust Litigation. The plaintiffs in MDL No. 1663
filed a consolidated amended complaint in August 2005, which alleges, among other things, that the defendants violated federal and state
antitrust laws, RICO, ERISA, and various state common law requirements by engaging in alleged bid rigging and customer allocation and by
paying undisclosed compensation to insurance brokers to steer business to defendant insurers. Defendants filed a motion to dismiss the
complaint on November 29, 2005. On April 5, 2007, defendants� motion to dismiss was granted without prejudice as to all counts except the
ERISA counts. Plaintiffs were granted a last opportunity to file an amended complaint, and they did so on May 22, 2007. On June 21, 2007,
defendants filed a motion to dismiss and for summary judgment on all counts. Briefing on the motion is expected to be completed by July 31,
2007. All further discovery in these actions has been stayed pending the resolution of the motion to dismiss and for summary judgment.

We are a defendant in an action styled, Palm Tree Computers Systems, Inc. v. ACE USA, et al., which was filed in the Florida state Circuit
Court on February 16, 2005. The complaint contains allegations similar to those made in the multidistrict litigation referred to above. The case
was removed to federal court and, on October 20, 2005, the case was transferred to the District of New Jersey multidistrict litigation. A motion
to remand the case to the state court in Florida remains pending, but no further action has been taken in the case subsequent to the transfer.
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During the first quarter of 2007, we reached an agreement in principle to resolve the claims asserted in the putative derivative action styled
Leonard v. UnumProvident Corporation, et al. The proposed settlement is not expected to be material to us and is contingent upon court
approval.

Miscellaneous Matters

In September 2003, United States of America ex. rel. Patrick J. Loughren v. UnumProvident Corporation and GENEX Services, Inc., was filed
in the United States District Court for the District of Massachusetts. This is a qui tam action to recover damages and civil penalties on behalf of
the United States of America alleging violations of the False Claims Act by us and our GENEX subsidiary. In accordance with the False Claims
Act, the action was originally filed under seal to provide the government the opportunity to investigate the allegations and prosecute the action if
they believed that the case had merit and warranted their attention. The government declined to prosecute the case and the case became a matter
of public record on December 23, 2004. The complaint alleges that we defrauded the government by inducing and or assisting disability
claimants to apply for disability benefits from the Social Security Administration (SSA) when we allegedly knew that the claimants were not
disabled under SSA criteria. A motion to dismiss the complaint was unsuccessful. We intend to vigorously defend the action.

Summary

Various lawsuits against us, in addition to those discussed above, have arisen in the normal course of business. Further, state insurance
regulatory authorities and other federal and state authorities regularly make inquiries and conduct investigations concerning our compliance with
applicable insurance and other laws and regulations.

Given the complexity and scope of our litigation and regulatory matters, it is not possible to predict the ultimate outcome of all pending
investigations or legal proceedings or provide reasonable estimates of potential losses, except where noted in connection with specific matters. It
is possible that our results of operations or cash flows in a particular period could be materially affected by an ultimate unfavorable outcome of
pending litigation or regulatory matters depending, in part, on our results of operations or cash flows for the particular period. We believe,
however, that the ultimate outcome of all pending litigation and regulatory matters, after consideration of applicable reserves and rights to
indemnification, should not have a material adverse effect on our financial position.
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Report of Ernst & Young LLP, Independent Registered Public Accounting Firm

Board of Directors and Stockholders

Unum Group and Subsidiaries

We have reviewed the consolidated balance sheet of Unum Group and subsidiaries as of June 30, 2007, and the related consolidated statements
of income and comprehensive loss for the three-month and six-month periods ended June 30, 2007 and 2006, and the consolidated statements of
stockholders� equity and cash flows for the six-month periods ended June 30, 2007 and 2006. These financial statements are the responsibility of
the Company�s management.

We conducted our review in accordance with the standards of the Public Company Accounting Oversight Board (United States). A review of
interim financial information consists principally of applying analytical procedures and making inquiries of persons responsible for financial and
accounting matters. It is substantially less in scope than an audit conducted in accordance with the standards of the Public Company Accounting
Oversight Board, the objective of which is the expression of an opinion regarding the financial statements taken as a whole. Accordingly, we do
not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to the consolidated financial statements referred to
above for them to be in conformity with U.S. generally accepted accounting principles.

As discussed in Note 2 to the consolidated financial statements, Unum Group changed its method of accounting for deferred acquisition costs
and income taxes as of January 1, 2007 in accordance with adoption of Statement of Position 05-1, Accounting by Insurance Enterprises for
Deferred Acquisition Costs in Connection With Modifications or Exchanges of Insurance Contracts, and Financial Accounting Standards Board
Interpretation No. 48, Accounting for Uncertainty in Income Taxes, an interpretation of Statement of Financial Accounting Standards No. 109.

We have previously audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheet of Unum Group and subsidiaries as of December 31, 2006, and the related consolidated statements of operations,
stockholders� equity, and cash flows for the year then ended not presented herein, and in our report dated February 26, 2007, we expressed an
unqualified opinion on those consolidated financial statements.

/s/ ERNST & YOUNG LLP

Chattanooga, Tennessee

August 1, 2007
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ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Introduction

Unum Group, a Delaware general business corporation, and its insurance and non-insurance companies, which collectively with Unum Group
we refer to as the Company, operate in the United States, the United Kingdom, and, to a limited extent, in certain other countries around the
world. The principal operating subsidiaries in the United States are Unum Life Insurance Company of America (Unum America), Provident Life
and Accident Insurance Company (Provident), The Paul Revere Life Insurance Company (Paul Revere Life), and Colonial Life & Accident
Insurance Company (Colonial), and in the United Kingdom, Unum Limited. We are the largest provider of group and individual income
protection insurance products in the United States and the United Kingdom. We also provide a complementary portfolio of other insurance
products, including long-term care insurance, life insurance, employer- and employee-paid group benefits, and other related services.

We have three major business segments: Unum US, Unum UK, and Colonial. Our other segments are the Individual Income Protection � Closed
Block segment, the Other segment, and the Corporate segment. These segments are discussed more fully under �Segment Results� included herein
in Item 2.

As one of the leading providers of employee benefits, we offer a comprehensive portfolio of products and services to meet the diverse needs of
the marketplace. We try to achieve a competitive advantage by offering group, individual, and voluntary workplace products that can be offered
as stand alone products or that can be combined with other coverages to provide integrated and individualized product solutions for customers.
We offer businesses of all sizes competitive benefit plans to protect the incomes and lifestyles of employees and their families in the event of
illness, injury, or death. We believe that our benefit programs can help businesses attract and retain quality employees, reduce the cost of
absenteeism, and return employees to work after an illness or injury, thereby creating a more satisfied and productive workforce.

We believe that we are a well positioned and competitive force in our sector. However, due to the nature of our business, we are sensitive to
economic and financial market movements, including consumer confidence, employment levels, and the level of interest rates.

This discussion and analysis should be read in conjunction with the consolidated financial statements and notes thereto in Part I, Item 1
contained in this Form 10-Q and with the discussion, analysis, and consolidated financial statements and notes thereto in Part I, Items 1 and 1A,
and Part II, Items 6, 7, 7A, and 8 of our annual report on Form 10-K for the year ended December 31, 2006.

Executive Summary

We believe that the actions we have taken during the past several years have improved the effectiveness of the basic functions of our businesses,
reduced our business volatility, and led to a greater consistency in the execution of our business plan. Our goal is to build further momentum by
focusing on our strengths and serving our customers well.

Our four primary objectives for 2007 are as follows:

� Continue to improve the profitability of our Unum US group income protection line of business;

� Ensure that all of our other product lines and businesses that are performing well continue to do so;

� Continue to execute our capital management strategy; and

� Successful completion of the claim reassessment process in preparation for the 2008 regulatory examination.
In commenting on our results for the second quarter and first six months of 2007, we will discuss three major topics: operating performance of
our three major business segments, our capital management strategy, and our outstanding legal and regulatory issues, including the claim
reassessment process, for which we increased our net accrual of estimated costs by $53.0 million before tax in the second quarter of 2007.
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Operating Performance of our Major Business Segments

For the second quarter and first six months of 2007, we reported solid operating results in all of our Unum US segment lines of business and, in
general, our results met our expectations. Our primary focus for Unum US during 2007 is continued improvement of our claims management
performance in our group income protection line of business, and we are pleased with the progress made during the first half of the year. Our
reported group income protection benefit ratio was 105.2 percent for the second quarter of 2007, including the $76.5 million increase to our
claim reassessment reserve estimates for group income protection. Excluding this claim reassessment reserve increase, the group income
protection benefit ratio was 92.7 percent for the second quarter of 2007, consistent with the goals we established for improved claim operational
effectiveness. Our 2007 priorities also include improved profitability in certain of our supplemental products and the maintenance of current
performance levels in our other lines, and our second quarter operating results generally reflect achievement of these priorities. Our second
quarter of 2007 supplemental and voluntary product lines operating income improved 14.0 percent relative to the second quarter of last year, and
our group life and accidental death and dismemberment product lines improved 15.0 percent. For the first six months, operating income
improved 14.2 percent in 2007 over the prior year in our supplemental and voluntary product lines and 13.8 percent in our group life and
accidental death and dismemberment product lines. Positive trends for our Unum US group lines of business include favorable pricing trends,
renewal profit improvement, and the management of case persistency. For all of our Unum US lines of business, we are aggressively managing
our operating expenses and are continuing to make improvements in our operating effectiveness. Sales for Unum US in the second quarter and
first six months of 2007 were lower than that of the prior year comparable periods, but our year over year comparison improved in the second
quarter of this year relative to the first quarter�s growth rate. We maintained our disciplined pricing and our overall sales mix was generally in
line with our target mix. The number of new accounts in the group core market segment, which we define for Unum US as employee groups
with less than 2,000 lives, increased over the prior year first six months, which we believe is a clear indication of our strong focus in this
segment. We anticipate that our sales growth rate for our group core market segment and our supplemental lines will increase relative to the
prior year comparable quarters during the second half of 2007. We attribute our sales expectation, in part, to the benefits we believe will be
realized from the improvements in our distribution system.

Our Unum UK segment continues to produce excellent operating results, with an increase in segment operating income of 27.4 percent for the
second quarter of 2007 and 25.4 percent for the first six months of 2007, as measured in Unum UK�s local currency, compared to the comparable
periods of 2006. Sales in Unum UK, which were challenging throughout 2006, improved in the second quarter and first six months of 2007
relative to the prior year comparable periods. This improvement was most apparent in the core market segment, which we now define for Unum
UK as employee groups with less than 500 lives. Changes in pension legislation created a distraction in the market for employee benefits and
negatively impacted sales during 2006. However, other U.K. legislative changes that became effective in October 2006 extended the legal
retirement age and made it illegal for employers to discriminate on the basis of age, thereby encouraging the extension of insurance coverage. As
a result and as expected, Unum UK sales increased during the first half of 2007 from the 2006 levels, and we expect this trend to continue
throughout the remainder of the year. We are focused on increasing market awareness and demand for income protection products in the U.K.
market.

Our Colonial segment also had excellent operating results for the second quarter of 2007, with an increase in segment operating income of 30.1
percent compared to the prior year. For the first six months of 2007, Colonial�s segment operating income increased 29.6 percent over the
comparable prior year period. Colonial�s sales improved in the second quarter and first half of 2007, with increases of 7.5 percent and 4.2 percent
over the same prior year periods. The number of new accounts increased over the prior year first six months, somewhat offset by a smaller than
expected average new case size. We anticipate that our sales growth will continue to increase year over year throughout the remainder of 2007,
as positive trends are already emerging in our agency sales force recruiting and productivity levels. We are focused on maintaining profitable
and sustainable sales growth for this segment.

Capital Management Strategy

Our capital planning objectives are: maintain our risk-based capital (RBC) ratio for our traditional U.S. insurance subsidiaries, calculated on a
weighted average basis using the National Association of Insurance Commissioners (NAIC) Company Action Level formula, at its current level
of approximately 300 percent; maintain our leverage
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ratio at current levels while exploring the potential benefits of further reductions; maintain holding company liquidity to cover at least one year
of fixed charges; and evaluate opportunities for the effective use of holding company liquidity in excess of our target.

The RBC ratio for our traditional U.S. insurance subsidiaries remains consistent with our target level for the combined RBC ratio, and our
holding company liquidity meets our planning objectives.

In the first quarter of 2007, we purchased and retired $150.0 million of our adjustable conversion-rate equity security units and made a principal
payment of $10.0 million on our senior secured non-recourse notes issued by our wholly-owned subsidiary Tailwind Holdings, LLC (Tailwind
Holdings). In the second quarter of 2007, we redeemed $34.5 million of our 6.85% senior debentures and made an additional principal payment
of $2.5 million on the notes issued by Tailwind Holdings. Our debt to total capital ratio was 25.6 percent at the end of the second quarter of
2007, compared to 28.8 percent at the beginning of 2007, subsequent to our cumulative effect adjustment to equity for the adoption of the new
accounting policies related to deferred acquisition costs and income taxes.

The debt to total capital ratio, when calculated excluding the debt and associated equity of Tailwind Holdings and allowing 50 percent equity
credit for the adjustable conversion-rate equity security units that were still outstanding at the beginning of the year, was 24.8 percent at the end
of the second quarter of 2007, compared to 26.2 percent at the beginning of 2007.

We continue to examine strategies to improve the capital efficiency of our closed block of individual income protection business. Because we
cannot reprice this closed block of business, our focus has been on how we can more effectively manage the capital supporting this business.
With the successful completion of the securitization of a small block of our group long-term income protection claim reserves in 2006, we are
analyzing the feasibility of a similar transaction for our closed block of individual income protection claim reserves, although any such
transaction is subject to regulatory, market, and other conditions. We believe that a transaction of this nature would allow us to put in place a
more efficient capital structure for our business, thereby increasing the overall financial flexibility and strength of our Company.

Outstanding Legal and Regulatory Issues

During the first half of 2007, we continued to make progress in resolving some of our outstanding legal and regulatory issues as described in
Note 9 of the �Notes to Consolidated Financial Statements� contained herein in Item 1. We executed a settlement agreement resolving the plan
beneficiary class action, or 401(k) case, which is one of the multidistrict litigation matters discussed in our litigation footnote. The settlement
agreement has been finalized but is subject to further court approval. The entire cost of the settlement will be covered by insurance proceeds.

During the first quarter of 2007, we received a favorable ruling dismissing all counts except the ERISA counts in the case entitled In re
Insurance Brokerage Antitrust Litigation. The plaintiffs subsequently amended their complaint, and defendants filed a motion to dismiss and for
summary judgment on all counts. In the meantime, discovery in the case remains stayed. In a separate matter related to broker compensation
issues, we reached an agreement in principle to resolve the putative derivative action in Leonard v. UnumProvident Corporation, et. al. which
asserts claims against us and various members of our board of directors. The proposed settlement amount is not expected to be material to us and
is contingent upon court approval.

In addition, we have recently executed an agreement, subject to court approval, to settle all claims in the case entitled In re UnumProvident
Corp. Securities Litigation. The amount of the settlement is $40.0 million, of which $28.4 million is expected to be covered by insurance
proceeds. The net expense of $11.6 million is included in our second quarter of 2007 operating results.
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We believe that we removed substantial regulatory uncertainty surrounding our claims practices through the regulatory settlement agreements
entered into during 2004 and 2005 and continue to focus significant resources on meeting the requirements of these agreements. We meet
periodically with regulators and maintain an ongoing dialogue with them to communicate the progress we are making. Additionally, we
routinely engage in discussions related to other issues which could impact any of our companies. We believe the revision of our claim
reassessment reserve in the second quarter of 2007 demonstrates our commitment to comply fully with our regulatory settlement agreements.

We have completed the mailing of all of the required claim reassessment notices. Individuals who want their claim reviewed have the
opportunity to request a claim reassessment information form and have 60 days to complete and return the form to us once it is received. Less
than one percent of the individuals have unexpired time remaining to complete and return the necessary claim reassessment information forms.
Therefore, we have 99 percent of the potential inventory of claim reassessment information forms returned to us, with our claim reassessment on
approximately 88 percent of the forms completed. We have not yet finalized our claim reassessment on the remaining forms but have performed
a financial review and included that information in our analysis of emerging experience.

Based on the changes in our emerging experience for the number of decisions being overturned and the average cost per reassessed claim, in the
second quarter of 2007, we increased our provision for the cost of the reassessment process $53.0 million before tax and $34.5 million after tax.
This charge was within our previously disclosed range of +/- $60.0 million for reasonably possible outcomes relative to our then best estimates.
We do not anticipate that we will need to further revise our provision for our claim reassessment costs. We expect to substantially complete our
claim reassessment process by the end of the third quarter of 2007, and we anticipate that the regulatory examination of the claim reassessment
process will be completed by mid-year 2008.

Additional information regarding the second quarter revision to our estimate is as follows:

1. For the second quarter of 2007, the overturn rate averaged 48 percent and was 45 percent for the first six months of 2007.

2. The average overturn rate was 40 percent at June 2007 from inception to date, compared to 37 percent at December 2006. We
estimate that the average overturn rate at completion of the reassessment process will be slightly higher than the assumptions we
used for our third quarter 2006 revision.

3. The average incurred cost per reassessed claim during the first six months of 2007 is above the assumption we used for our third
quarter 2006 revision.

4. Our assumption concerning the total number of claims projected to be reassessed remains at approximately 23,000, with slightly
more claims for group long-term income protection and fewer for individual income protection.

5. We increased our previous estimate for benefit costs for claims reopened for our Unum US group long-term income protection
product line $76.5 million. The revision related to the increase during the second quarter of 2007 in the overturn rate and the average
cost, as well as a slightly higher number of claims.

6. We decreased our previous estimate for benefit costs for claims reopened for our Individual Income Protection � Closed Block
segment $10.7 million. Although the experience relative to our assumptions for the overturn rate was slightly higher, experience now
indicates that the total number of claims for this segment will be less than our previous assumptions.

7. We decreased our previous estimate for the additional incremental direct claim reassessment operating expenses $12.8 million due to
our projections for an earlier completion of the reassessment process. We released $10.3 million for Unum US group long-term
income protection and $2.5 million for our Individual Income Protection � Closed Block segment.
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8. These adjustments to our claim reassessment costs decreased before-tax operating earnings for our Unum US group income
protection line of business $66.2 million and increased before-tax operating earnings for our Individual Income Protection � Closed
Block segment $13.2 million.

Although unexpected unfavorable or favorable experience relative to our revised assumptions could result in actual claim reassessment costs
above or below our current accrual, the effect on our financial position or results of operations is expected to be immaterial. See Item 7 of our
annual report on Form 10-K for the year ended December 31, 2006 for a complete discussion of these settlement agreements.

First Six Months 2007 Significant Transactions and Events

Financing

The scheduled remarketing of the senior note element of the 2004 adjustable conversion-rate equity units (units) occurred in February 2007, as
stipulated by the terms of the original offering, and we reset the interest rate on $300.0 million of senior notes due May 15, 2009 to 5.859%. We
purchased $150.0 million of the senior notes in the remarketing which were subsequently retired. The associated write-off of deferred debt costs
decreased first quarter of 2007 income by $2.4 million before tax, or $1.6 million after tax. In May 2007, we settled the purchase contract
element of the 2004 units by issuing 17.7 million shares of common stock. We received proceeds of approximately $300.0 million from the
transaction.

In the first and second quarters of 2007, we made principal payments of $10.0 million and $2.5 million, respectively, on our senior secured
non-recourse variable rate notes due 2036 which were issued by Tailwind Holdings. During the second quarter of 2007, we purchased $34.5
million aggregate principal amount of our outstanding 6.85% notes due 2015. The costs associated with these debt reductions decreased our
second quarter and first six months 2007 income approximately $0.8 million before tax, or $0.6 million after tax.

Dispositions

During the first quarter of 2007, we completed the sale of our wholly-owned subsidiary, GENEX Services, Inc. (GENEX), a leading workers�
compensation and medical cost containment services provider. Our growth strategy is focused on the development of our primary markets, and
GENEX�s specialty role in case management and medical cost containment related to the workers� compensation market was no longer consistent
with our overall strategic direction. We recognized an after-tax gain on the transaction of approximately $6.2 million. See Note 3 of the �Notes to
Consolidated Financial Statements� contained herein in Item 1 for additional information.

Income Tax

The income tax rate in the U.K. is expected to be reduced from 30 percent to 28 percent in April 2008. In accordance with U.S. generally
accepted accounting principles (GAAP), we are required to adjust deferred tax assets and liabilities through income on the date of enactment of a
rate change. The date of enactment of the U.K. rate change is expected to occur during the third quarter of 2007. Therefore, we expect to record
a reduction to our income tax expense in the third quarter of 2007 to reflect the impact of the rate change on our net deferred tax liability related
to our U.K. operations. We are currently evaluating the effect of this rate change on our financial statements but have not yet completed our
analysis.

Accounting Pronouncements

Effective January 1, 2007, we adopted the provisions of Statement of Position 05-1 (SOP 05-1), Accounting by Insurance Enterprises for
Deferred Acquisition Costs in Connection With Modifications or Exchanges of Insurance Contracts. SOP 05-1 provides guidance on accounting
by insurance enterprises for deferred acquisition costs (DAC) on internal replacements of insurance and investment contracts other than those
specifically described in Statement of Financial Accounting Standards No. 97, Accounting and Reporting by Insurance Enterprises for Certain
Long-Duration Contracts and for Realized Gains and Losses from the Sale of Investments. The cumulative effect of applying the provisions of
SOP 05-1 decreased our 2007 opening balance of retained earnings $445.2 million.
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Effective January 1, 2007, we adopted the provisions of Financial Accounting Standards Board Interpretation No. 48 (FIN 48), Accounting for
Uncertainty in Income Taxes, an interpretation of Statement of Financial Accounting Standards No. 109 (SFAS 109). FIN 48 clarifies the
accounting for uncertainty in income taxes recognized in an enterprise�s financial statements in accordance with SFAS 109. Unlike SFAS 109,
FIN 48 prescribes a recognition threshold and measurement attribute for the financial statement recognition and measurement of a tax position
taken or expected to be taken in a tax return. Additionally, FIN 48 provides guidance on derecognition, classification, interest and penalties,
accounting in interim periods, disclosure, and transition. The cumulative effect of applying the provisions of FIN 48 increased our 2007 opening
balance of retained earnings $22.7 million.

Effective January 1, 2007, we adopted the provisions of Statement of Financial Accounting Standards No. 155 (SFAS 155), Accounting for
Certain Hybrid Financial Instruments, an amendment of Statement of Financial Accounting Standards Nos. 133 (SFAS 133) and 140 (SFAS
140). SFAS 155: (a) permits fair value remeasurement for any hybrid financial instrument that contains an embedded derivative that otherwise
would require bifurcation; (b) clarifies which interest-only strips and principal-only strips are not subject to the requirements of SFAS 133;
(c) establishes a requirement to evaluate beneficial interests in securitized financial assets to identify interests that are freestanding derivatives or
that are hybrid financial instruments that contain an embedded derivative requiring bifurcation; (d) clarifies that concentrations of credit risk in
the form of subordination are not embedded derivatives; and, (e) eliminates restrictions on a qualifying special-purpose entity�s ability to hold
passive derivative financial instruments that pertain to beneficial interests that are or contain a derivative financial instrument. The adoption of
SFAS 155 did not have a material effect on our financial position or results of operations.

First Six Months 2006 Significant Transactions and Events

Revised Claim Reassessment Reserve Estimate

In the first quarter of 2006, we completed an analysis of our assumptions related to the reserves we established for the claim reassessment
process implemented as a result of the settlement agreements we entered into with various state insurance regulators in 2004 and the settlement
agreement we entered into with the California Department of Insurance (DOI) in 2005.

Included in our analysis was a review of (1) the number of claimants who would ultimately choose to participate in the process, (2) the number
of claimants for whom payments would be made and then closed because the claimant is no longer disabled, (3) the number of claimants for
whom payments will continue because the claimant remains eligible for disability payments, and (4) the average incurred cost per claimant. Our
analysis was based on preliminary data as of the end of the first quarter of 2006, when actual results to date were considered credible enough to
enable us to update our initial expectations of costs related to the reassessment process. We concluded that a change in our initial assumptions,
primarily related to the number of claimants for whom payments will continue because the claimant remains eligible for disability payments,
was warranted. We based our conclusion and our revised estimate on the information that existed at that time, which was the actual cost related
to approximately 20 percent of the projected ultimate total number of claims expected to be reassessed. The characteristics, profile, and cost of
those initial 20 percent of claims were more statistically credible than the information on which we based the initial charges in 2004 and 2005.

Based on our analysis, in the first quarter of 2006 we recorded a charge of $86.0 million before tax, or $55.9 million after tax, to reflect our then
current estimate of future obligations for benefit costs for claims reopened in the reassessment. The first quarter charge decreased 2006
before-tax operating results for our Unum US group income protection line of business $72.8 million and our Individual Income Protection �
Closed Block segment $13.2 million.

Financing

The scheduled remarketing of the senior note element of our 2003 units occurred in February 2006, as stipulated by the terms of the original
offering, and we reset the interest rate on $575.0 million of senior notes due May 15, 2008 to 5.997%. We purchased $400.0 million of the
senior notes in the remarketing which were subsequently retired. The associated write-off of deferred debt costs decreased 2006 income by $5.3
million before tax, or $3.4 million after tax. In May 2006, we settled the purchase contract element
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of the 2003 units by issuing 43.3 million shares of common stock. We received proceeds of approximately $575.0 million from the transaction.

In June 2006, we purchased $50.0 million of our outstanding 7.405% capital securities due 2038 and $250.0 million aggregate principal amount
of our outstanding 7.625% notes due 2011. The cost of the cash tender offer decreased our second quarter of 2006 income approximately $17.8
million before tax, or $11.6 million after tax.

Accounting Pronouncements

Effective January 1, 2006, we adopted Statement of Financial Accounting Standards No. 123 (revised 2004) (SFAS 123(R)), Share-Based
Payment, which is a revision to Statement of Financial Accounting Standards No. 123 (SFAS 123), Accounting for Stock-Based Compensation.
SFAS 123(R) focuses primarily on accounting for transactions in which an entity obtains employee service in exchange for share-based
payments. Under SFAS 123(R), share-based awards that do not require future service (i.e., vesting awards) are expensed immediately.
Share-based employee awards that require future service are amortized over the relevant service period. We adopted SFAS 123(R) using the
modified prospective transition method. Under this method, the provisions are generally applied only to share-based awards granted after
adoption. The adoption of SFAS 123(R) did not have a material effect on our financial position or results of operations.

Critical Accounting Estimates

We prepare our financial statements in accordance with GAAP. The preparation of financial statements in conformity with GAAP requires us to
make estimates and assumptions that affect amounts reported in our financial statements and accompanying notes. Estimates and assumptions
could change in the future as more information becomes known, which could impact the amounts reported and disclosed in our financial
statements.

The accounting estimates deemed to be most critical to our results of operations and financial condition are those related to reserves for policy
and contract benefits, DAC, valuation of fixed maturity investment securities, and income taxes. There have been no significant changes in our
critical accounting estimates during the first six months of 2007, other than those resulting from the January 1, 2007 adoption of SOP 05-1 and
FIN 48, which were disclosed in our �Critical Accounting Estimates� in our 2006 Form 10-K and are also discussed in Notes 2 and 8 of the �Notes
to Consolidated Financial Statements� included herein in Item 1.

For additional information concerning our accounting policies and critical accounting estimates, see Note 1 of the �Notes to Consolidated
Financial Statements� in Part II, Item 8 and �Critical Accounting Estimates� in Part II, Item 7 of our annual report on Form 10-K for the year ended
December 31, 2006.
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Consolidated Operating Results

(in millions of dollars)
Three Months Ended June 30 Six Months Ended June 30

2007 % Change 2006 2007 % Change 2006
Revenue
Premium Income $ 1,986.7 �  % $ 1,987.2 $ 3,930.7 (0.7)% $ 3,957.2
Net Investment Income 597.8 3.7 576.6 1,187.3 4.1 1,140.4
Net Realized Investment Gain (Loss) 10.4 N.M. (5.8) 6.7 N.M. (3.3)
Other Income 70.7 11.0 63.7 141.5 11.0 127.5

Total 2,665.6 1.7 2,621.7 5,266.2 0.9 5,221.8

Benefits and Expenses
Benefits and Change in Reserves for Future Benefits 1,816.9 0.5 1,807.9 3,546.2 (3.5) 3,675.4
Commissions 208.3 2.3 203.7 421.3 1.6 414.6
Interest and Debt Expense 44.5 (8.6) 48.7 90.4 (11.2) 101.8
Cost Related to Early Retirement of Debt
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