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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 endddne 30, 2011
OR
[ ] 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: 001-16751
WELLPOINT, INC.
(Exact name of registrant as specified in its chaetr)
INDIANA 35-214571¢F
(State or other jurisdiction of (.LR.S. Employer
incorporation or organizatiol Identification Number
120 MONUMENT CIRCLE;
INDIANAPOLIS, INDIANA 462044903
(Address of principal executive office (Zip Code)

Registrant’s telephone number, including area cq8&7) 488-6000
Not Applicable
(Former name, former address and former fiscal,yEelnanged since last report)

Indicate by check mark whether the registrant éf filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefilésuch reports), and (2) has been subject
to such filing requirements for at least the p&st8ys. Yes [X] No [ ]

Indicate by check mark whether the registrant hibsnitted electronically and posted on its corpokilb site, if any, every Interactive Data
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Yes [X] o]

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited’, “accelerated filer”, and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act (Check one):

Large accelerated filer [* Accelerated filer [
Non-accelerated filer [ ] (Do not check if a smalieporting company Smaller reporting company [
Indicate by check mark whether the registrantseell company (as defined in Rule 12b-2 of the BExgje Act). Yes [ ] No [X]

Indicate the number of shares outstanding of e&tiedssuer’s classes of common stock, as ofdtest practicable date:

Title of Each Class Outstanding at July 15, 2011
Common Stock, $0.01 par val 360,660,278 share
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

WellPoint, Inc.
Consolidated Balance Sheets

December 31

June 30,
(In millions, except share dat 2011 2010
(Unaudited
Assets
Current asset
Cash and cash equivalel $ 1,699.¢ $ 1,788.¢
Investments availak-for-sale, at fair value
Fixed maturity securities (amortized cost of $18,84and $15,545.« 16,462. 16,069.!
Equity securities (cost of $941.8 and $86: 1,375t 1,236.
Other invested assets, curr 20.€ 21.1
Accrued investment incorr 179.7 177.¢
Premium and se-funded receivable 3,100.¢ 3,041.¢
Other receivable 909.t 878.€
Income taxes receivab 248.¢ 32.:2
Securities lending collater 810.% 900.%
Deferred tax assets, r 347.% 460.¢
Other current assets 1,601.t 1,534..
Total current asse 26,756.¢ 26,140.¢
Long-term investments availal-for-sale, at fair value
Fixed maturity securities (amortized cost of $21ahtl $215.8 223.( 221.¢
Equity securities (cost of $32.2 and $3- 34.4 33.4
Other invested assets, lc-term 945.7 865.4
Property and equipment, r 1,212.¢ 1,155.¢
Goodwill 13,263. 13,264.¢
Other intangible asse 7,883.¢ 7,996.¢
Other noncurrent assets 557.% 488.:
Total assets $ 50,877.. $ 50,166.!
Liabilities and shareholders’ equity
Liabilities
Current liabilities:
Policy liabilities:
Medical claims payabl $ 5,341.¢ $ 4,852.¢
Reserves for future policy benef 56.C 56.4
Other policyholder liabilities 1,955.¢ 1,909.:
Total policy liabilities 7,353.: 6,817.¢
Unearned incom 1,038.: 891.«
Accounts payable and accrued expet 2,599. 2,942.;
Security trades pending payal 108.2 33.:
Securities lending payab 811.¢ 901.t
Shor-term borrowings 100.( 100.(
Current portion of lon-term debt 456.% 705.¢
Other current liabilities 1,640.( 1,617.¢
Total current liabilities 14,107.: 14,009.!
Long-term debt, less current porti 8,292.. 8,147.¢
Reserves for future policy benefits, noncurt 638.( 646.7
Deferred tax liabilities, ne 2,639.¢ 2,586.¢
Other noncurrent liabilities 1,019.: 963.¢
Total liabilities 26,695.! 26,354.:
Commitments and contingenci- Note 9
Shareholders’ equity
Preferred stock, without par value, shares auted- 100,000,000; shares issued and outstar— none - -
Common stock, par value $0.01, shares autho- 900,000,000; shares issued and outstanding: 3685222and 377,736,92 3.6 3.8
Additional paic-in capital 12,415.¢ 12,862.t
Retained earning 11,418.: 10,721.¢
Accumulated other comprehensive income 343.7 224.¢
Total shareholders’ equity 24,181.: 23,812.
Total liabilities and shareholders equity $ 50,877.: $ 50,166.!

See accompanying notes.
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WellPoint, Inc.

Consolidated Statements of Income

(Unaudited)

(In millions, except per share dat

Revenues
Premiums
Administrative fee:
Other revenui
Total operating revent
Net investment incom
Net realized gains on investme|
Othel-thar-temporary impairment losses on investme
Total othe-thar-temporary impairment losses on investme
Portion of other-than-temporary impairment losgognized in other
comprehensive incon
Otherthar-temporary impairment losses recognized in inci
Total revenue

Expenses
Benefit expens
Selling, general and administrative exper
Selling expens
General and administrative expense
Total selling, general and administrative expe
Interest expens
Amortization of other intangible asst
Impairment of other intangible assets
Total expenses
Income before income tax expens
Income tax expens
Net income

Net income per share
Basic

Diluted
Dividends per share

See accompanying notes.

Three Months Ended

Six Months Ended

June 30 June 30

2011 2010 2011 2010
$ 13,913. $ 13,257. $ 27,597. $ 27,167.
957. 923.2 1,919.° 1,850.!
8.E 18.: 17.2 24.2
14,879.1 14,198.1 29,534.( 29,041
187.¢ 202.: 372.¢ 403.¢
41.F 36.5 98.¢€ 84.¢
(11.1) (14.9) (15.9) (42.¢)
2.7 8.8 5.1 17.C
(8.9) (6.2) (10.§) (25.§)
15,100. 14,431.: 29,995.( 29,504..
11,922.( 10,985.¢ 23,150.! 22,368..
405.¢ 403.1 802.¢ 805.k
1,605.! 1,751.¢ 3,285.( 3,523.1
2,011.: 2,154 4,087.¢ 4,328.¢
103.¢ 100.2 209.t 199.¢
56.¢ 60.¢ 113.¢ 121.¢
- - - 21.1
14,093.: 13,301 27,560.! 27,039..
1,007 .« 1,129.¢ 2,434 2,464.¢
305.¢ 407.2 806.: 865.7
$ 701.¢ $ 722.¢ $ 1,628.: $ 1,599.
$ 1.92 $ 1.7¢ $ 4.4C $ 3.7%
$ 1.8¢ $ 1.71 $ 4.3 $ 3.6¢

$ 0.2F $ - $ 0.5(C $ —
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WellPoint, Inc.

Consolidated Statements of Cash Flows

(In millions)

Operating activities
Net income

(Unaudited)

Adjustments to reconcile net income to net caskigea by (used in) operating activitie

Net realized gains/losses on investm
Othe-thar-temporary impairment losses recognized in inct
Loss on disposal of asst

Deferred income taxe

Amortization, net of accretio

Impairment of other intangible ass

Depreciation expens

Shar-based compensatic

Excess tax benefits from sh-based compensatic

Changes in operating assets and liabilities, neffett of business combinatior

Receivables, n¢

Other invested asse

Other asset

Policy liabilities

Unearned incom

Accounts payable and accrued expel
Other liabilities

Income taxe:

Other, ne

Net cash provided by (used in) operating activitie

Investing activities
Purchases of fixed maturity securit
Proceeds from fixed maturity securiti
Sales
Maturities, calls and redemptio
Purchases of equity securiti
Proceeds from sales of equity securi
Purchases of other invested as
Proceeds from sales of other invested as
Changes in securities lending collate
Purchases of subsidiaries, net of cash acq!
Purchases of property and equipm
Proceeds from sales of property and equipr
Other, ne
Net cash used in investing activitie

Financing activities

Net proceeds from (repayments of) commercial phpaowings
Proceeds from lor-term borrowings

Repayments of lor-term borrowings

Proceeds from she«-term borrowings

Repayments of shi-term borrowings

Changes in securities lending paya

Changes in bank overdra

Repurchase and retirement of common s

Cash dividend

Proceeds from issuance of common stock under ereglstock plan
Excess tax benefits from sh-based compensatic

Net cash used in financing activitie:

Effect of foreign exchange rates on cash and cashugvalents

Change in cash and cash equivals
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of peric

See accompanying notes.

Six Months Ended

June 30

2011 2010
$ 1,628.: $ 1,599.0
(98.€) (84.9)
10.€ 25.¢
1.8 14
111.8 67.7
258.¢ 233.:
- 21.1
47.2 53.4
60.¢ 57.1
(36.1) (22.9)
(58.€) (305.9)
(18.9 8.¢
(137.6) (94.1)
526.€ (57.¢)
146.7 (14.¢)
(456.2) (296.¢)
(186.2) 82.€
108.1 (1,307.¢)
(21.09 (33.))
1,886.% (66.€)
(6,351.) (4,674.9)
4,982.¢ 3,097.¢
1,204.¢ 1,870.¢
(194.9 (122.9
724 116.¢
(61.9) (48.0)
14.C 21.7
89.7 (337.9)
- (0.3
(206.€) (222.¢)
3.0 5.4
(23.)) (25.5)
(470.2) (319.9
600.¢ (0.5)
- 100.(
(702.%) (71.¢)
100.( 100.(
(100.0) -
(89.7) 337.¢
711 (96.9)
(1,456.9) (2,881.9)
(183.9 -
215.2 92.4
36.1 22.¢
(1,509.9) (2,397.0)
3.8 4.5
(89.0) (2,788.)
1,788.¢ 4,816.
$ 1,699.¢ $ 2,027.¢
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(In millions)

January 1, 2011

Net income

Change in net unrealized gains/losses o
investment:

Non-credit component of oth-thar-
temporary impairment losses on
investments, net of taxi

Change in net unrealized gains/losse!
cash flow hedge

Change in net periodic pension &
postretirement cos

Foreign currency translation adjustment:

Comprehensive incorr

Repurchase and retirement of comn
stock

Dividends and dividend equivaler

Issuance of common stock under empla
stock plans, net of related tax bene

June 30, 2011

See accompanying notes.

WellPoint, Inc.
Consolidated Statements of Shareholders’ Equity

(Unaudited)
Accumulated
Common Stock Additional Other Total
Number of Comprehensive  Shareholders’
Par Paid-in Retained
Shares Value Capital Earnings Income (Loss) Equity
377.7 $ 3¢ $ 12,8621 $ 10,721 % 224¢  $ 23,812.
- - - 1,628.: - 1,628.:
- - - - 98.( 98.(
- - - - 4.3 4.3
- - - - 0.7 0.7
- - - - 13.7 13.7
- - - - 24 24
1,747
(20.¢) 0.2 (710.2) (745.9 - (1,456.)
- - - (185.9) - (185.9)
5.3 - 263.t - - 263.f
362.2 $ 36 $12415¢ $11,418. $ 3435 3 24,181.
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WellPoint, Inc.
Consolidated Statements of Shareholders’ Equity

(Unaudited)
In millions Accumulated
( ) Common Stock Additional Other Total
Number of Retained Comprehensive Shareholders’
Par Paid-in
Shares Value Capital Earnings Income (Loss) Equity

January 1, 2010 449.¢ $ 4t $ 15,192.. $ 9,598.! $ 68.1 $ 24,863..
Net income - - - 1,599.: - 1,599.:
Change in net unrealized gains/losses on

investment: - - - - 79.1 79.1
Non-credit component ¢

other-than-temporary impairment losses

on investments, net of tax - - - - (3.9 (3.9
Change in net unrealized gains/losse!

cash flow hedge - - - - (7.7) (7.7)
Change in net periodic pension &

postretirement cos - - - - 6.8 6.8
Foreign currency translation adjustments - - - - 2.3 (2.9
Comprehensive incorr 1,671.¢
Repurchase and retirement of common s (49.7) (0.5 (1,680.7) (2,200.9) - (2,881.9)
Issuance of common stock under employee

stock plans, net of related tax bene 3.2 - 136.¢ - — 136.¢
June 30, 2010 403.: $ 4.C $ 13,648.. $ 9,997t $ 140.’ $ 23,790.!

See accompanying notes.
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WellPoint, Inc.

Notes to Consolidated Financial Statements
(Unaudited)
June 30, 2011
(In Millions, Except Per Share Data or Otherwisat8t Herein)

1. Organization

References to the terms “we”, “our”, “us”, “WellPi or the “Company” used throughout these Note€dmsolidated Financial
Statements refer to WellPoint, Inc., an Indiangoaation, and unless the context otherwise requitedirect and indirect subsidiaries.

We are the largest health benefits company in tefneemmercial membership in the United Statesjisgr34.2 medical members
through our affiliated health plans and a totatnafre than 69.0 individuals through our subsidiagg®f June 30, 2011. We offer a broad
spectrum of network-based managed care plansge &rd small employer, individual, Medicaid andisemarkets. Our managed care plans
include: preferred provider organizations, or PR@slth maintenance organizations, or HMOs; pofrgenvice, or POS, plans; traditional
indemnity plans and other hybrid plans, includiegsumer-driven health plans, or CDHPs; and hospithl and limited benefit products. In
addition, we provide a broad array of managed sareices to self-funded customers, including clgimsessing, underwriting, stop loss
insurance, actuarial services, provider networleascmedical cost management, disease managenadness programs and other
administrative services. We also provide an arfapecialty and other products and services sudifiesand disability insurance benefits,
dental, vision, behavioral health benefit servicadjology benefit management, analytics-driverspeal health care guidance and long-term
care insurance. We are licensed to conduct insaraperations in all 50 states through our subsetiar

We are an independent licensee of the Blue Crad8are Shield Association, or BCBSA, an associatibimdependent health benefit
plans. We serve our members as the Blue Crossskeefor California; the Blue Cross and Blue ShietfdBCBS, licensee for Colorado,
Connecticut, Georgia, Indiana, Kentucky, Maine, $digri (excluding 30 counties in the Kansas Cityagrblevada, New Hampshire, New Y1
(as the BCBS licensee in 10 New York City metrog@wmliand surrounding counties and as the Blue @noBEBS licensee in selected upstate
counties only), Ohio, Virginia (excluding the Noetin Virginia suburbs of Washington, D.C.) and Wisgia. In a majority of these service
areas we do business as Anthem Blue Cross, AntHeen@oss and Blue Shield, Blue Cross and Bluel&lieGeorgia, Empire Blue Cross
Blue Shield, or Empire Blue Cross (in our New Yesgkvice areas). We also serve customers throughewbuntry as UniCare.

2. Basis of Presentation

The accompanying unaudited consolidated finantééments have been prepared in accordance withggrerally accepted accounting
principles, or GAAP, for interim financial reporginAccordingly, they do not include all of the infioation and footnotes required by GAAP
complete financial statements. We have omittechaefbotnote disclosures that would substantiallplatate the disclosures in our 2010
Annual Report on Form 10-K, unless the informationtained in those disclosures materially changasl equired by GAAP for interim
reporting. In the opinion of management, all adjuestts, including normal recurring adjustments, ssagy for a fair statement of the
consolidated financial statements as of and fothhee and six months ended June 30, 2011 andi2Di&Obeen recorded. The results of
operations for the three and six months ended 30n2011 are not necessarily indicative of thelteshat may be expected for the full year
ending December 31, 2011. These unaudited consedidmancial statements should be read in conjanatith our audited consolidated
financial statements for the year ended Decembge2@®0 included in our 2010 Annual Report on FoBrKL

-8-
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2. Basis of Presentation (continued)

Certain of our subsidiaries operate outside olthited States and have functional currencies dtiaar the U.S. dollar, or USD. We
translate the assets and liabilities of those slidrsés to USD using the exchange rate in effetheend of the period. We translate the
revenues and expenses of those subsidiaries tousBD the average exchange rates in effect duniegériod. The net effect of these
translation adjustments is included in “Foreignreacy translation adjustments” in our consolidagdements of shareholders’ equity.

In 2010, the U.S. Federal government enacted bet@sl requiring that certain lines of business nspetcified minimum medical loss
ratios. For this purpose, the Department of Heatith Human Services, or HHS, issued guidance spegifiie types of costs that should be
included in benefit expense for purposes of catmdamedical loss ratios. This definition variedrr our prior classification under
GAAP. Where appropriate, we have adopted this eelvidassification effective January 1, 2011 totfartalign our GAAP basis classification
to that used in the calculation for determining mabloss ratios under the HHS guidance. Howevertain components of the medical loss
ratio computation as defined by HHS cannot be ifladsconsistently under GAAP. Accordingly, benefikpense ratios shown in our GAAP
basis presentation are different than the medisal tatios in accordance with HHS guidance for psep of calculating rebates. Prior period
amounts have not been reclassified due to immétgria

Certain other prior year amounts have been refi@g$d conform to the current year presentation.
3. Restructuring Activities

As a result of restructuring activities implementding 2010 and 2009, we recorded liabilitiesdorployee termination costs and lease
and other contract exit costs. The restructuriniyities are classified as components of generdladministrative expenses in the consolidated
statements of income for the respective periodhickvthey occurred.

The 2010 restructuring activities were initiatecha®sult of a change in strategic focus primarnilyesponse to Federal health care reform
legislation. Activity related to these liabilitiésr the six months ended June 30, 2011, by segrizeas, follows:

Commercial Consumel Other Total
2010 Restructuring Activities
Employee termination cost
Liability for employee termination costs at Januar®011 $ 53.1 $ 19.C $ 4.9 $ 77.C
Payment: (14.t (5.2 (1.9 (21.0
Liability releasec (8.7 (3.9 (0.8 (12.¢)
Liability for employee termination costs at June 2011 29.¢ 10.7 2.8 43.4
Lease and other contract exit co:
Liability for lease and other contract exit costganuary 1, 201 14.£ 4.3 1.9 20.€
Payment: (2.2 (0.6) (0.3 (3.2
Liability released (2.2) (0.7) (0.9 (3.2)
Liability for lease and other contract exit costgane 30, 2011 10.C 3.C 1.3 14.:
Total liability for 2010 restructuring activities dune 30, 201 $ 39.¢ $ 13.7 $ 41 $ 57.1
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3. Restructuring Activities (continued)

The 2009 restructuring activities were executed essult of a strategic realignment to our corpositategy. Activity related to these
liabilities for the six months ended June 30, 20flsegment, is as follows:

Commercial Consumel Other Total
2009 Restructuring Activities
Employee termination cost
Liability for employee termination costs at Januar®011 $ 12.C $ 2.7 $ 1.3 $ 16.C
Payment: (6.9 (1.4 (0.7) (8.5
Liability released (2.9 (0.9 (0.9 (3.9
Liability for employee termination costs at June 2011 3.1 0.8 0.3 4.2
Lease and other contract exit co:
Liability for lease and other contract exit costdanuary 1, 201 27.4 3.C 8.7 39.1
Payment: (0.6 (0.7) (0.2 (0.9)
Liability for lease and other contract exit costSane 30, 201 26.€ 2.9 8.5 38.2
Total liability for 2009 restructuring activities dune 30, 201 $ 29.¢ $ 3.7 $ 8. $ 42.¢

4. Investments

We evaluate our investment securities for othenfeenporary declines based on qualitative and dgasine factors. Other-than-
temporary impairment losses recognized in incornteded $8.4 and $6.1 for the three months ended 3002011 and 2010, respectively.
Other-than-temporary impairment losses recognimeddome totaled $10.8 and $25.8 for the six moetided June 30, 2011 and 2010,
respectively. There were no individually signifitather-than-temporary impairment losses on investby issuer during the three and six
months ended June 30, 2011 and 2010. We conting¥iw our investment portfolios under our impaémhreview policy. Given the current
market conditions and the significant judgmentolagd, there is a continuing risk that further dees in fair value may occur and additional
material other-than-temporary impairment lossegwgastments may be recorded in future periods.

The changes in the amount of the credit componkaither-than-temporary impairment losses on fixeaturity securities recognized in
income, for which a portion of the other-than-temgug impairment losses was recognized in other cetrgnsive income, was not material for
the three months and six months ended June 30,&t12010.

-1C-
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4. Investments (continued)

A summary of current and long-term investmentsjlalibe-for-sale, at June 30, 2011 and Decembe2310 is as follows:

] Non-Credit
Gross Unrealized Losse Component 0
Other-Than-
Temporary
Cost or Gross Impairments
Amortized  Unrealized Less than Greater than  Estimated Recognized ir
12
Cost Gains Months 12 Months Fair Value AOCI
June 30, 201%:
Fixed maturity securities
United States Government securit. $  366.7 $ 14.C $ 0.8 % = $ 379.¢ $ =
Government sponsored securit 2527 4.7 (0.7 - 257.% -
States, municipalities and politic
subdivisions tax-exempt 5,077.¢ 211.¢ (7.9 (27.5) 5,253.¢ -
Corporate securitie 6,831. 358.2 (22.9 4.3 7,162.¢ -
Options embedded in convertik
debt
securities 89.C - - - 89.C -
Residential mortga-backed
securities 2,780.¢ 111.F (6.0) (10.9 2,875.( (2.9)
Commercial mortga¢-backed
securities 424.¢ 13.1 (0.6) 1.9 435.k -
Other debt obligation 235.€ 5.5 (0.2 (8.2 232.7 (0.2)
Total fixed maturity securitie 16,058.( 718.¢ (38.0 (52.9) 16,685. $ 2.€
Equity securitie: 974.( 443.5 (7.€) - 1,409.¢
Total investments, availat-for-sale $ 170320 $ 1,161¢ $ (456 $ (52.7 $ 18,095.
December 31, 201
Fixed maturity securities
United States Government securit $  500.¢ $ 141  $ 36 $ - $ 511« $ -
Government sponsored securit 325.¢ 6.C (0.8 - 330.¢ -
States, municipalities and politic
subdivisions tax-exempt 4,630.: 130.t (38.9 (29.€) 4,692.: -
Corporate securitie 6,850.: 385.1 (16.9 (7.0 7,211.; (0.9
Options embedded in convertit
debt
securities 108.c - - - 108.: -
Residential mortga-backed
securities 2,747.. 113.7 (9.0 (15.9 2,836.! (6.2
Commercial mortgage-backed
securities 330.¢ 9.2 (1.5 (2.2 336.4 -
Other debt obligation 268.( 6.2 (0.9 (9.9 264.t (2.7
Total fixed maturity securitie 15,761. 664.¢ (71.0 (63.7) 16,291.: $ 9.1
Equity securitie: 894.2 383.2 (7.9 - 1,269.¢
Total investments, availat-for-sale $ 16,655« $ 1,048.( $ (718.9) % (63.7 $ 17,560.!

At June 30, 2011, we owned $3,310.5 of mortgagédrhsecurities and $232.7 of asset-backed seauatieof a total available-for-sale
investment portfolio of $18,095.6. These securitietuded sub-prime and Alt-A securities with faalues of $68.8 and $216.5, respectively.
These sub-prime and Alt-A securities had accumdlatg unrealized losses of $4.4 and $3.5, respaytiVhe average credit rating of the sub-
prime and Alt-A securities was “BBB” and “B”, resg@vely.

-11-
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4. Investments (continued)

The following tables summarize for fixed maturigcarities and equity securities in an unrealizess jposition at June 30, 2011 and
December 31, 2010, the aggregate fair value arssgrorealized loss by length of time those seesrhiave been continuously in an unrealized
loss position.

12 Months or Less Greater than 12 Months
Estimated Gross Estimated Gross
Number of Unrealized Number Unrealized
Fair of Fair
Securities Value Loss Securities Value Loss
(Securities are whole amoun
June 30, 201
Fixed maturity securities
United States Government securi 13 $ 64.2 $ (0.9 - $ = $ =
Government sponsored securit 6 16.€ (0.7 - - -
States, municipalities and politic
subdivisions tax-exempt 19¢€ 672.¢ (7.9 93 159.7 (27.5)
Corporate securitie 77¢ 1,253.( (22.9) 28 44 .4 4.3
Residential mortga-backed securitie 274 539.t (6.0 67 96.7 (20.9
Commercial mortga¢-backed securitie 30 68.t (0.€) 3 7.7 (1.8)
Other debt obligation 19 52.: (0.2) 33 35.8 (8.2
Total fixed maturity securitie 1,31¢ 2,667.1 (38.0 224 343.¢ (52.7)
Equity securitie: 69C 77.€ (7.6 - - -
Total fixed maturity and equity securiti 2,00¢ $ 2,745. $ (45.6 224 $ 343 $ (52.9
December 31, 201t
Fixed maturity securities
United States Government securi 23 $ 142« $ (3.6) - $ = $ =
Government sponsored securit 24 103.t (0.9 - - -
States, municipalities and politic
subdivisions tax-exempt 44¢ 1,493.: (38.9) 101 166.1 (29.€)
Corporate securitie 742 1,436.: (16.9) 65 92.¢ (7.2
Residential mortga-backed securitie 27¢ 512.¢ (9.0 82 149.¢ (15.9)
Commercial mortga¢-backed securitie 34 107.t (1.5) 3 8.1 (2.2)
Other debt obligation 28 60.¢ (0.9 38 46.4 (9.9
Total fixed maturity securitie 1,57¢ 3,856.¢ (71.0 28¢ 463.4 (63.7)
Equity securitie: 36E 81.€ (7.9 - - -
Total fixed maturity and equity securiti 1,944 $ 3,938. $ (78.8) 28¢ $ 463.¢ $ (63.7)
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4. Investments (continued)

The amortized cost and fair value of fixed matusigurities at June 30, 2011, by contractual ntgtare shown below. Expected
maturities may differ from contractual maturitieschuse the issuers of the securities may havegthteto prepay obligations without
prepayment penalties.

Amortized Estimated

Cost Fair Value

Due in one year or le: $ 5b3.Z $ 590.4
Due after one year through five ye. 5,003.¢ 5,224.:
Due after five years through ten ye 4,517.¢ 4,712.:
Due after ten yeal 2,778.¢ 2,848.¢
Mortgage-backed securities 3,205.; 3,310.!
Total available-for-sale fixed maturity securities $ 16,058. $ 16,685.

During the six months ended June 30, 2011, we$8/@d55.3 of fixed maturity and equity securitiesethresulted in gross realized gains
of $155.5 and gross realized losses of $57.1.drotdinary course of business, we may sell seeardt a loss for a number of reasons,
including, but not limited to: (i) changes in thevéstment environment; (ii) expectation that thevalue could deteriorate further; (iii) desire
reduce exposure to an issuer or an industry; fi@nges in credit quality; or (v) changes in expeécish flow.

All securities sold resulting in investment gaimsldosses are recorded on the trade date. Regj&rd and losses are determined on the
basis of the cost or amortized cost of the spesditurities sold.

5. Fair Value

Assets and liabilities recorded at fair value ia onsolidated balance sheets are categorized bpsedhe level of judgment associated
with the inputs used to measure their fair valuevdl inputs, as defined by Financial Accountingn8tads Board, or FASB, guidance for fair
value measurements and disclosures, are as follows:

Level Input: Input Definition:
Level | Inputs are unadjusted, quoted prices for identsakts or liabilities in active markets at the meawent date
Level Il Inputs other than quoted prices included in Levbkt are observable for the asset or liabilitptiyh corroboration with

market data at the measurement d

Level I Unobservable inputs that reflect management’s éstghate of what market participants would usericipg the asset or
liability at the measurement da

Transfers between levels, if any, are recorded #sedeginning of the reporting period.

The following methods and assumptions were uselttermine the fair value of each class of the foithgy assets and liabilities recorded
at fair value in the consolidated balance sheets:

Cash equivalentsCash equivalents primarily consist of highly ratedney market funds with maturities of three morahkess, and are
purchased daily at par value with specified yigltés. Due to the high ratings and short-term naifitee funds, we designate all cash
equivalents as Level I.

Fixed maturity securities, available-for-saleair values of available-for-sale fixed maturitggsties are based on quoted market prices,
where available. These fair values are obtainedamily from third party pricing services, which geally use Level | or Level Il inputs, for the
determination of fair value to facilitate fair valu
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5. Fair Value (continued)

measurements and disclosures. United States Goeetrsacurities represent Level | securities, whéeel Il securities primarily include
corporate securities, securities from states, nip@lities and political subdivisions and mortgagesked securities. For securities not actively
traded, the third party pricing services may usetegl market prices of comparable instruments arodisted cash flow analyses, incorporating
inputs that are currently observable in the marfatsimilar securities. Inputs that are often usethe valuation methodologies include, but
not limited to, broker quotes, benchmark yieldgditrspreads, default rates and prepayment sp@élalso have certain fixed maturity
securities, primarily corporate debt and otherdixeaturity securities, that are designated Leveddturities. For these securities, the valuation
methodologies may incorporate broker quotes ormapsans for benchmark yields, credit spreads, defates and prepayment speeds that are
not observable in the markets.

Equity securities, available-for-sal€air values of equity securities are generally giesied as Level | and are based on quoted market
prices. For certain equity securities, quoted migpkiees for the identical security are not alwaysilable and the fair value is estimated by
reference to similar securities for which quoteidgs are available. These securities are desighatesl II. We also have certain equity
securities, including private equity securities, \idnich the fair value is estimated based on eachrity’s current condition and future cash
flow projections. Such securities are designateceLHI.

Other invested assets, currefther invested assets, current include securiébih rabbi trusts that are classified as tradiajr values
are based on quoted market prices.

Securities lending collateraFair values of securities lending collateral aredabon quoted market prices, where available. Tfadse
values are obtained primarily from third party pri¢ services, which generally use Level | or Leivéhputs, for the determination of fair value
to facilitate fair value measurements and disclesur

Derivatives — interest rate swapSair values are based on the quoted market pricéfsebfinancial institution that is the counteryad
the swap. We independently verify prices providgdhe counterparties using valuation models thetriporate market observable inputs for
similar interest rate swaps.

We obtain only one quoted price for each securiynfthird party pricing services, which are deritecbugh recently reported trades for
identical or similar securities making adjustmeht®ugh the reporting date based upon availabl&kebh@bservable information. As we are
responsible for the determination of fair value, peeform monthly analysis on the prices receivednfthird parties to determine whether the
prices are reasonable estimates of fair value aDalysis includes a review of month-to-month pfigetuations. If unusual fluctuations are
noted in this review, we may obtain additional mfiation from other pricing services to validate thuwted price. There were no adjustmen
qguoted market prices obtained from third partyipgcservices during the three and six months eddeé 30, 2011 and 2010 that were mat
to the consolidated financial statements.
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5. Fair Value (continued)

A summary of fair value measurements by level fxets measured at fair value on a recurring badisne 30, 2011 and December 31,
2010 is as follows:

Level | Level Il Level 111 Total
June 30, 201
Assets:
Cash equivalent $ 1,234.( $ = $ = $ 1,234.(
Investments availat-for-sale:
Fixed maturity securities
United States Government securit 379.¢ - - 379.¢
Government sponsored securit - 257.% - 257.%
States, municipalities and political subdivisi tax-exempt - 5,253.¢ - 5,253.¢
Corporate securitie - 6,980.: 182.¢ 7,162.¢
Options embedded in convertible debt secur - 89.C - 89.C
Residential mortgac-backed securitie - 2,875.( - 2,875.(
Commercial mortga¢-backed securitie - 422.¢ 13.1 435.F
Other debt obligation — 168.¢ 63.€ 232.
Total fixed maturity securitie 379.¢ 16,046.. 259.t 16,685.
Equity securitie: 1,263.: 117.5 29.C 1,409.¢
Other invested assets, curn 20.¢ - - 20.¢
Securities lending collater 414.1 396.2 - 810.:
Derivatives excluding embedded options (reporteti wiher noncurrent asse — 90.2 — 90.2
Total assets $ 3,312. $ 16,650. $ 288.f $ 20,250.!
December 31, 201
Assets:
Cash equivalent $ 1,374.¢ $ - $ - $ 1,374
Investments availat-for-sale:
Fixed maturity securities
United States Government securit 511.¢ - - 511.¢
Government sponsored securit - 330.¢ - 330.¢
States, municipalities and political subdivisi tax-exempt - 4,692.: - 4,692.:
Corporate securitie - 6,932.¢ 278.¢ 7,211..
Options embedded in convertible debt secur - 108.: - 108.:
Residential mortgac-backed securitie - 2,832." 3.8 2,836.
Commercial mortga¢-backed securitie - 328.¢ 7.8 336.4
Other debt obligation - 183.1 81.2 264.5
Total fixed maturity securitie 511. 15,408.! 371.¢ 16,291.:
Equity securitie: 1,202.: 50.C 17.2 1,269.¢
Other invested assets, curn 21.1 - - 21.1
Securities lending collater 355.% 544.¢ - 900.:
Derivatives excluding embedded options (reporteti wiher noncurrent asse — 95.8 — 95.8
Total assets $ 3,465. $ 16,098.: $ 388.7 $ 19,952.!
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5. Fair Value (continued)

A reconciliation of the beginning and ending baksof assets measured at fair value on a recusdag using Level Il inputs for the
three months ended June 30, 2011 and 2010 islas/$ol

Three Months Ended June 30, 2011
Beginning balance at April 1, 20:
Total gains (losses
Recognized in net incorn
Recognized in accumulated ott
comprehensive incon
Purchase
Sales
Issuance:
Settlement:
Transfers into Level Il
Transfers out of Level Il
Ending balance at June 30, 2011

Change in unrealized losses included in
income related to assets still held for th
three months ended June 30, 2

Three Months Ended June 30, 201C

Beginning balance at April 1, 20:

Total gains (losses
Recognized in net incon
Recognized in accumulated ott

comprehensive incon

Purchases, sales, issuances and settleme
net

Transfers into Level Il

Transfers out of Level Il

Ending balance at June 30, 2(
Change in unrealized losses included in n

income related to assets still held for th
three months ended June 30, 2!

Residentia Commercial
Corporate Mortgage- Mortgage- Other Debt
backed backed Equity
Securities Securities Securities Obligations Securities Total
$ 252.( $ 3.€ $ 8.C $ 71.¢ $ 28.2 $ 363.¢
5.1 - - (0.3 (2.4) 2.€
4.9 - - (2.3 2.9 (3.3
9.8 - - 2.7 0.1 12.¢
(3.9 (3.6 - (4.9 - (12.9)
(116.9) - (0.9 4.7 - (122.0)
41.£ - 5E - 0.2 47.1
$ 182 $ - $ 13.1 $ 63.¢ $ 29.( $ 288.t
$ — $ — $ — $ 0.2) $ 249 $ (2.6
$ 2357 $ = $ 7.4 $ 105.¢ $ 4.5 $ 353.¢
0.3 - - (0.8) - (0.5)
2.€ - 0.1 3.8 (1.7 5.4
(15.9) - 0.3 (20.6) 0.5 (35.7)
4.C - - - - 4.C
$ 227 $ - $ 7.2 $ 88.2 $ 3.9 $ 326.¢
$ - $ - $ - $ 0.) $ - $ (0.
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5. Fair Value (continued)

A reconciliation of the beginning and ending baksof assets measured at fair value on a recurdaig using Level Il inputs for the ¢
months ended June 30, 2011 and 2010 is as follows:

Six Months Ended June 30, 2011
Beginning balance at January 1, 2(
Total gains (losses
Recognized in net incorn
Recognized in accumulated ott
comprehensive incon
Purchase
Sales
Issuance:
Settlement:
Transfers into Level Il
Transfers out of Level

Ending balance at June 30, 2(

Change in unrealized losses included in
income related to assets still held for t
six months ended June 30, 2(

Six Months Ended June 30, 201(
Beginning balance at January 1, 2(
Total gains (losses
Recognized in net incon
Recognized in accumulated other
comprehensive incon
Purchases, sales, issuances and settlen
net
Transfers into Level Il
Transfers out of Level Il

Ending balance at June 30, 2(
Change in unrealized losses included in

income related to assets still held for t
six months ended June 30, 2(

There were no material transfers between Levélol, 11l during the three and six months endedel@6, 2011 and 2010.

Residentia Commercial
Corporate Mortgage- Mortgage- Other Debt
backed backed Equity
Securities Securities Securities Obligations Securities Total
$ 278 $ 3.8 $ 7.8 $ 81.4 $ 17.2 $ 388.7
6.5 - - (0.6) 3.9 2.C
(6.5) - 0.5 1.0 5.7 0.7
15.2 - - 3.5 10.1 28.¢
(23.9) (3.6) - (a1.5) (0.4 (39.9
(128.¢) (0.9 (0.7 (20.0) - (139.5
41.¢ - 5.5 - 0.2 47.1
$ 182 $ - $ 13.1 $ 63.¢ $ 29.( $ 288!
$ = $ = $ = $ (0.9 $ (3.9) $ (4.2
$ 2317 $ 2.0 $ 7.1 $ 106.( $ 4.t $ 351.
0.2 - - (2.9) (0.8 (2.9
7.5 - 0.€ 7.9 0.9) 15.%
(16.2) (2.0) (0.5) (23.9) 0.5 (41.5)
4.C - - - - 4.C
$ 227 $ - $ 7.2 $ 88.2 $ 3.6 $ 326.¢
$ = $ = $ = $ (0.2 $ (0.9) $ (10
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5. Fair Value (continued)

The carrying values and estimated fair valuesrdadrftial instruments not recorded at fair value mnomnsolidated balance sheet at
June 30, 2011 and December 31, 2010 are as follows:

June 30, 2011 December 31, 201
Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value
Assets:
Other invested assets, Ic-term $ 945.7 $ 945.% $ 865. $ 865«
Liabilities:
Debt:
Shor-term borrowings 100.( 100.( 100.( 100.(
Commercial pape 937.1 937.1 336.2 336.2
Notes and capital leas 7,811.7 8,410.: 8,517.t 9,010.¢

The following methods and assumptions were usedtimate the fair value of each class of the follgfinancial instruments:

Other invested assets, long-ter®ther invested assets, long-term include primarilr investments in limited partnerships, joinhttees
and other non-controlled corporations, as welhascash surrender value of corporate-owned liferarsce policies. Investments in limited
partnerships, joint ventures and other non- coletiiotorporations are carried at our share in thigiesi undistributed earnings, which
approximates fair value. The carrying value of cogbe-owned life insurance policies are the casteader value as reported by the respective
insurer.

Short-term borrowings The fair value of our shoterm borrowings is based on quoted market pricethivsame or similar debt, or, if
guoted market prices are available, the curreesrastimated to be available to us for debt oflamérms and remaining maturities.

Long-term debt — commercial papdhe carrying amount for commercial paper approx@sdair value as the underlying instruments
have variable interest rates at market value.

Long-term debt — notes and capital leas@$e fair value of notes is based on quoted markiees for the same or similar debt, or, if no
guoted market prices are available, on the cunaes estimated to be available to us for debinoifa terms and remaining maturities. Capital
leases are carried at the unamortized present ehlile minimum lease payments, which approximées/alue.

Non-financial instruments such as real estate,gntg@and equipment, other current assets, defémoeane taxes and intangible assets,
and certain financial instruments such as poliahilities are excluded from the fair value disclesu Therefore, the fair value amounts cannot
be aggregated to determine our underlying econesalice.

The carrying amounts reported in the consolidatddrize sheets for cash, accrued investment ingoraeium and self-funded
receivables, other receivables, unearned inconoeuats payable and accrued expenses, income o@sable/payable, security trades
pending payable, securities lending payable angiceother current liabilities approximate fair walbecause of the short term nature of these
items. These assets and liabilities are not listede table above.
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6. Income Taxes

During the three months ended June 30, 2011 and, 204 recognized income tax expense of $305.8 40@.8, respectively, which
represents effective tax rates of 30.4% and 36r8%fectively. During the six months ended June€8@}1 and 2010, we recognized income
expense of $806.3 and $865.7, respectively, whdphesents effective tax rates of 33.1% and 35.2%pectively. The decrease in effective tax
rates primarily resulted from prior tax year fedenad state audit settlements.

7. Retirement Benefits

The components of net periodic benefit cost (cjyed@luded in the consolidated statements of incéon¢he three months ended June 30,
2011 and 2010 are as follows:

Pension Benefits Other Benefits

2011 2010 2011 2010
Service cos $ 4.3 $ 4.3 $ iLg $ 1.8
Interest cos 21.2 22.1 7.8 8.€
Expected return on asst (32.0 (34.9 (4.9 (2.5)
Recognized actuarial lo: 6.4 6. 2.¢ 2.(
Settlement los 3.3 - - -
Amortization of prior service cred (0.9) (0.2) (3.0 (2.9
Net periodic benefit cost (cred $ 3.( $ (29 $ 4.€ $ 7.5

The components of net periodic benefit cost (cjyed@luded in the consolidated statements of incéon¢he six months ended June 30,
2011 and 2010 are as follows:

Pension Benefits Other Benefits

2011 2010 2011 2010
Service cos $ 8.€ $ 8.6 $ 3.2 $ 3.7
Interest cos 42.4 44.% 16.2 17.2
Expected return on asst (64.1) (69.€) (8.6) (5.2
Recognized actuarial lo: 12.¢ 12.¢ 5.2 3.
Settlement los 10.7 - - -
Amortization of prior service cred (0.9 (0.9) (5.9 (4.8
Net periodic benefit cost (cred $ 10.. $ 45 $ 10.€ $ 15.C

For the year ending December 31, 2011, no matewidributions are expected to be necessary to thedimployee Retirement Income
Security Act, or ERISA, required funding levelswever, we may elect to make discretionary contrimg up to the maximum amount
deductible for income tax purposes. No contribwgitmour retirement benefit plans were made dutiegsix months ended June 30, 2011.

8. Debt

We have a senior revolving credit facility, or flaeility, with certain lenders for general corp@@urposes. The facility, as amended,
provides credit up to $2,000.0, and matures oneBelper 30, 2013. There were no amounts outstandidgruhis facility as of June 30, 2011
at any time during the six months then ended.

We have an authorized commercial paper progranp @6 $2,500.0, the proceeds of which may be useddberal corporate purposes.
At June 30, 2011, we had $937.1 outstanding urdeptogram.
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9. Commitments and Contingencies
Litigation

In the ordinary course of business, we are defasdaror parties to a number of pending or threadidiegal actions or proceedings. To
the extent a plaintiff or plaintiffs in the follomj cases have specified in their complaint or ireptourt filings the amount of damages being
sought, we have noted those alleged damages teeiptions below. With respect to the cases destibelow, we contest liability and/or 1
amount of damages in each matter and believe we mavitorious defenses.

In various California state courts, we are defegdimumber of individual lawsuits, including onledi by the Los Angeles City Attorney,
and one purported class action alleging the wrdng&cission of individual insurance policies. Thats name WellPoint as well as Blue Cross
of California, or BCC, and BC Life & Health Insu@Company, or BCL&H (which name changed to Anti&loe Cross Life and Health
Insurance Company in July 2007), both WellPointsidibrries. The lawsuits generally allege breacbamitract, bad faith and unfair business
practices in a purported practice of rescinding imeividual members following the submission ofgarclaims. The parties agreed to mediate
most of these lawsuits and the mediation resutigtié resolution of some of these lawsuits. Fipglraval of the class action settlement was
granted on July 13, 2010, and no appeals were filagments pursuant to the terms of the settlesmmmenced in the first quarter of 2011
were completed during the second quarter of 20bh#&.Fayments did not have a material impact on onsalidated financial position or rest
of operations. The Los Angeles City Attorney filed amended complaint in October 2010, adding claifmsisrepresentation arising from
several public statements made by the Company@@6id0. The Los Angeles City Attorney is requesting thousand five hundred dollars
($2,500) per alleged violation of the Californiagthess and Professions Code. We intend to vigoralesend this suit; however, the ultimate
outcome cannot be presently determined.

We are currently defending several certified oatiué class actions filed as a result of the 20&huatualization of Anthem Insurance
Companies, Inc., or AICI, and the initial publidering of common stock, or IPO, for its holding qoamy, Anthem, Inc. (n/k/a WellPoint, Inc
The suits name AICI as well as Anthem, Inc., orbéemh, n/k/a WellPoint, Inc. The suits are captioasRBonald Gold, et al. v. Anthem, Inc., et
al.; Mary E. Ormond, et al. v. Anthem, Inc., et deffrey D. Jorling v. Anthem, Inc., et andRonald E. Mell, Sr., et al. v. Anthem, Inc., et al.
AICI's 2001 Plan of Conversion, or the Plan, pr@ddor the conversion of AICI from a mutual insurarcompany into a stock insurance
company pursuant to Indiana law. Under the Plag] Aistributed the fair value of the company attihge of conversion to its Eligible
Statutory Members, or ESMs, in the form of casithem common stock in exchange for extinguishirgrtmembership interests in the
mutual company. The lawsuits generally allege &i&tl distributed value to the wrong ESMs or distried insufficient value to the ESMs. In
Gold, cross motions for summary judgment were gramauhit and denied in part on July 26, 2006 wittarddo the issue of sovereign
immunity asserted by co-defendant, the State oih€octicut (the “State”). The court also denied owtion for summary judgment as to
plaintiffs’ claims on January 10, 2005. The Stgipealed the denial of its motion to the Connecti®upreme Court. We filed a cross-appeal on
the sovereign immunity issue. Oral argument wad meNovember 2008. On May 11, 2010, the Court rese the judgment of the trial court
denying the State’s motion to dismiss the plaitstiflaims under sovereign immunity and dismissedobassappeal. The case was remande
the trial court for further proceedings. Plaintiffisotion for class certification was argued on Jafe2011 and remains pending. In @enond
suit, our motion to dismiss was granted in part dedied in part on March 31, 2008. The Court disetsthe claims for violations of federal
and state securities laws, for violations of thdidana Demutualization Law, for unjust enrichmemnt] #or negligent misrepresentation with
respect to ESMs residing in Indiana. On SeptemBgR@09, a class was certified with respect to sbutenot all claims asserted in the
plaintiffs’ Fourth Amended Complaint. The class siats of all ESMs residing in Ohio, Indiana, Ketyior Connecticut who received cash
distributions in connection with the demutualizatidhe class does not include employers locatézhio and Connecticut that received cash
distributions pursuant to the Plan. As a resultestain theories advanced by plaintiffs, we haledfa conditional motion to decertify the class
and plaintiffs
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9. Commitments and Contingencies (continued)

have filed a motion to narrow the class definiti@m July 1, 2011, the Court issued an Order grgntirpart and denying in part our motion for
summary judgment. The Court held that we wereledtib judgment on all of plaintiffs’ claims excehbse tort claims in connection with the
pricing and sizing of the Anthem, Inc. IPO. In coiilings, the plaintiffs inOrmondhave alleged that the plaintiff class is entitled t
compensatory damages ranging from approximatel$ $2® $545.0 on the remaining claims, plus prefoegt interest at the maximum rate
allowed by law running from the demutualizatior2®01, postjudgment interest at the maximum ratat by law, punitive damages in
amounts not less than $500.0, and their costs gmehses in the action. Plaintiffs also have filedation for partial summary judgment, which
we have opposed and moved to strike. On Decemh&0A®, plaintiff's motion for class certificatiamas denied in thdorling suit. Plaintiff
renewed his motion for class certification on May Q@11 and requested that a new named plaintiffined in the lawsuit. In court filings,
plaintiff has alleged that the putative classanling, if certified as originally proposed, would beidat to compensatory damages ranging
from approximately $350.0 to $385.0, plus prejudghieterest at the maximum rate allowed by law ingrirom the demutualization in 2001,
postjudgment interest at the maximum rate allowethty, and his costs and expenses in the actionn&/e moved for summary judgment on
all claims, and plaintiff has moved for partial smary judgment as to certain claims. Those motiosagpanding. On November 4, 2009, a class
was certified in théVell suit. That class consists of persons who were oatisly enrolled in the health benefit plan spoeddry the City of
Cincinnati between the dates of June 18, 2001 aneiber 2, 2001. On March 3, 2010, the Court issuedrder granting our motion for
summary judgment. As a result, thiell suit has been dismissed. The plaintiffs have fedppeal with the United States Court of Appeals f
the Sixth Circuit, which is pending. We intend igarously defend these suits; however, their ulter@utcomes cannot be presently
determined.

We are currently a defendant in a putative claismcelating to out-of-network, or OON, reimbursemh of dental claims called
American Dental Association v. WellPoint Healthwatks, Inc. and Blue Cross of Califorr. The lawsuit was filed in March 2002 by the
American Dental Association, and three dentists atgosuing on behalf of themselves and are seéiage on behalf of a nationwide class of
all non-participating dental providers who wereddlaiss than their actual charges for dental sesvicevided to members of some of our
affiliates and subsidiaries dental plans. The déntue as purported assignees of their patiégkgsrto benefits under our dental plans. The
complaint alleges that we breached our contracbiidations in violation of ERISA by paying usuelistomary and reasonable (UCR) rates,
rather than the dentists’ actual charges, allegesl{yng on undisclosed, non-existent or flawed UddRa. The plaintiffs claim, among other
things, that the data failed to account for differes in geography, provider specialty, outlier ifiigharges, and complexity of procedure. The
complaint further alleges that we were aware thatdata was inappropriate to set UCR rates anduwbabutinely paid OON dentists less than
their actual charges representing that its OON masnwere properly determined UCR rates. The sa#t pending in the United States District
Court for the Southern District of Florida. Thetdist court granted our motion for summary judgmant dismissed the case. The plaintiffs
filed a notice of appeal with the United States €ofi Appeals for the Eleventh Circuit. We interdvigorously defend this suit; however, its
ultimate outcome cannot be presently determined.

We are a defendant in eleven putative class acteatng to OON reimbursement that were consadidanto a single multi-district
lawsuit calledn re WellPoint, Inc. Out-of-Network “UCR” Ratestigationthat is pending in the United States District Cdartthe Central
District of California. The lawsuits were filed 8009. The plaintiffs include current and former niiems on behalf of a putative class of
members who received OON services for which themt#dnts paid less than billed charges, the Amebhbadical Association, four state
medical associations, OON physicians, chiropractisical psychologists, podiatrists, psychothésts the American Podiatric Association,
California Chiropractic Association and the Califiar Psychological Association on behalf of a putatilass of all physicians and all non-
physician health care providers, and an OON surgiater. In the consolidated complaint, the piffsallege that the defendants violated
RICO, the Sherman Antitrust Act, ERISA, federalukegions, and state law by relying on databasesgiged by Ingenix in
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9. Commitments and Contingencies (continued)

determining OON reimbursement. A consolidated aradrmbmplaint was filed to add allegations in thedait that OON reimbursement was
calculated improperly by methodologies other tHanlhgenix databases. We filed a motion to distfissamended consolidated complaint,
which is pending. At the end of 2009, we filed atimm to enjoin the claims brought by the medicattdos and doctors of osteopathy and
certain medical associations based on prior litigateleases, which was granted earlier this yarat,the court ordered the plaintiffs to dismiss
their claims that are barred by the release. Tlysiptan and medical association plaintiffs filedeanergency motion to stay the preliminary
injunction pending appeal, for the right to pursmeinterlocutory appeal, and for an expedited alppéiaf which were denied. The plaintiffs
also filed a petition for declaratory judgment askthe Court to find that these claims are notdshhy the releases from the prior litigation.
filed a motion to dismiss the declaratory judgmeetion, which was granted. The plaintiffs filed@ioe of appeal from the dismissal of the
declaratory judgment action with the United Sta&esirt of Appeals for the Eleventh Circuit. We indeto vigorously defend these suits;
however, their ultimate outcomes cannot be pregeletiermined.

Where available information indicates that it istpable that a loss has been incurred as of theofithe consolidated financial stateme
and we can reasonably estimate the amount ofdkaf We accrue the estimated loss by a chargedmie. In many proceedings, however, it is
difficult to determine whether any loss is probabteeasonably possible. In addition, even whess Is possible or an exposure to loss exis
excess of the liability already accrued with respe@ previously identified loss contingency sitniot always possible to reasonably estimat
amount of the possible loss or range of loss.

With respect to many of the proceedings to whichaweea party, we cannot provide an estimate optssible losses, or the range of
possible losses in excess of the amount, if amyruad, for various reasons, including but not ledito some or all of the following: (i) there
novel or unsettled legal issues presented, (iiptioeeedings are in early stages, (iii) there isentainty as to the likelihood of a class being
certified or decertified or the ultimate size awdjge of the class, (iv) there is uncertainty ahéooutcome of pending appeals or motions, (v)
there are significant factual issues to be resglaad/or (vi) in many cases, the plaintiffs havé specified damages in their complaint or in
court filings. For those legal proceedings whelesa is probable, or reasonably possible, and fachvit is possible to reasonably estimate the
amount of the possible loss or range of loss, weeatly believe that the range of possible lossesxcess of established reserves, for all of
those proceedings is from $0 to approximately $3@0.June 30, 2011. This estimated aggregate @fimgasonably possible losses is based
upon currently available information taking intacaant our best estimate of such losses for which s estimate can be made.

Other Contingencies

From time to time, we and certain of our subsigiaidre parties to various legal proceedings, mamhih involve claims for coverage
encountered in the ordinary course of business.IM&EHMOs and health insurers generally, excluedain health care and other services 1
coverage under our HMO, PPO and other plans. Weratiee ordinary course of business, subject éocthims of our enrollees arising out of
decisions to restrict or deny reimbursement foroweced services. The loss of even one such cléitrgsults in a significant punitive damage
award, could have a material adverse effect oiusddition, the risk of potential liability undpunitive damage theories may increase
significantly the difficulty of obtaining reasona&bettlements of coverage claims.

In addition to the lawsuits described above, weadse involved in other pending and threatenegddiion of the character incidental to
our business, arising out of our operations andewision of earnings guidance in 2008, and ammnftime to time involved as a party in vari
governmental investigations, audits, reviews andiaitrative proceedings. These investigationsjtapceviews and administrative
proceedings include routine
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9. Commitments and Contingencies (continued)

and special inquiries by state insurance deparsnetdte attorneys general, the U.S. Attorney Géaeid subcommittees of the U.S. Congress.
Such investigations, audits, reviews and admirtisggroceedings could result in the impositiorcvl or criminal fines, penalties, other
sanctions and additional rules, regulations orrotbstrictions on our business operations. Anyiliigithat may result from any one of these
actions, or in the aggregate, could have a matadiatrse effect on our consolidated financial pmsior results of operations.

The National Organization of Life & Health Insur@@uaranty Associations, or NOLHGA, is a voluntasgociation consisting of the
state life and health insurance guaranty orgamiaatiocated throughout the U.S. State life andthéasurance guaranty organizations, worl
together with NOLHGA, provide a safety net for thetiate’s policyholders, ensuring that they corgitmireceive coverage even if their insurer
is declared insolvent. We are aware that the Pdversia Insurance Commissioner, or Insurance Coniatiss, has placed Penn Treaty
Network America Insurance Company and its subsydéamerican Network Insurance Company, or colledyivieenn Treaty, in rehabilitatio
an intermediate action before insolvency. The lasoe Commissioner has petitioned the state couligigidation, and although liquidation
hearings are currently underway, we do not knowndn€eecision will be made, although we believs ltkely the state court will rule within
the next twelve months. In the event that Pennt¥risadeclared insolvent and placed in liquidatiae, and other insurers may be required to
pay a portion of their policyholder claims througfate guaranty association assessments in futtdmpeGiven the uncertainty around whe'
Penn Treaty will ultimately be declared insolventi aif so, the amount of the insolvency, the amauntt timing of any associated future
guaranty fund assessments and the availabilityaamalint of any potential premium tax and other aéfsee currently cannot estimate our net
exposure, if any, to this potential insolvency. Wi# continue to monitor the situation and may reta liability and expense in future report
periods, which could be material to our operatieguits.

Contractual Obligations and Commitments

On December 1, 2009, we entered into a ten-yeaeaggnt with Express Scripts, Inc., or Express 8;rip provide pharmacy benefit
management services for our plans. Under this aggat Express Scripts will be the exclusive prowifecertain specified pharmacy benefit
management services, such as pharmacy network mxesg, home delivery, pharmacy customer servieémesl processing, rebate
management, drug utilization and specialty pharmiéca management services. Accordingly, the agesgroontains certain financial and
operational requirements obligating both Expresgp&cand us. Express Scripts’ primary obligatioglate to the performance of such services
and meeting certain pricing guarantees and perfocmatandards. Our primary obligations relate ®rsight, provision of data, payment for
services, transition services and certain minimaripsvolume requirements. The failure by eithertyp#o meet the respective requirements
could potentially serve as a basis for financialgiges or early termination of the contract. Wéeywe we have appropriately recognized all
rights and obligations under this contract at 3®e2011.

During 2009, we entered into an agreement withliaféd Computer Services, Inc. to provide certaintgand mailroom services that
were previously performed in-house. Our remainiogmitment under this agreement at June 30, 2011$8@8.6 over a five year period. We
have the ability to terminate this agreement ufrendccurrence of certain events, subject to eartypination fees.

During 2010, we entered into a new agreement witbrhational Business Machines Corporation to glevnformation technology
infrastructure services. This new agreement sugesseertain prior agreements and also includesgioms for additional services. Our
commitment under this agreement at June 30, 2051$8@4.1 over a four year period. We have thetgliditerminate this agreement upon the
occurrence of certain events, subject to early iteation fees.
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10. Capital Stock
Use of Capital

We regularly review the appropriate use of capitedluding common stock repurchases and divideodshareholders. The declaration
and payment of any dividends or repurchases otommmon stock are at the discretion of our BoarBicéctors and depend upon our financial
condition, results of operations, future liquiditgeds, regulatory and capital requirements and fdleors deemed relevant by our Board of
Directors.

Under our Board of Directors’ authorization, we ntain a common stock repurchase program. Repursimaag be made from time to
time at prevailing market prices, subject to certaistrictions on volume, pricing and timing. Tlepurchases are effected from time to time in
the open market, in private transactions, includiogelerated share repurchase agreements, andhiptans designed to comply with Rule
10b5-1 under the Securities Exchange Act of 1984mended.

During the six months ended June 30, 2011, we ofaised and retired approximately 20.8 shares avarage per share price of $69.92,
for an aggregate cost of $1,456.3. During the sixiins ended June 30, 2010, we repurchased arelrapproximately 49.7 shares at an
average per share price of $57.93, for an aggremsteof $2,881.4. The excess of cost of the rdmased shares over par value is charged on a
pro rata basis to additional paid-in capital artdireed earnings.

On February 3, February 22 and May 17, 2011, oar@of Directors increased the share repurchasmaration by $375.0, $1,100.0
and $500.0, respectively. As of June 30, 2011, $6Mmained authorized for future repurchases. &uEnt to June 30, 2011, we repurchased
and retired approximately 1.7 shares for an aggeegzst of approximately $133.7, leaving approxeha$533.5 for authorized future
repurchases at July 15, 2011. Our stock repurgh@ggam is discretionary as we are under no olitigab repurchase shares. We repurchase
shares under the program when we believe it isidgmt use of capital.

On July 26, 2011, our Board of Directors declarepiarterly dividend in the amount of $0.25 per shar the outstanding shares of our
common stock. The dividend will be paid on Septen#3s 2011 to the shareholders of record as ofedaeiper 9, 2011.

On May 17, 2011, our Board of Directors declarepiarterly dividend in the amount of $0.25 per starehe outstanding shares of our
common stock. The dividend of $91.1 was paid oreZish 2011 to the shareholders of record as of 10n2011.

On February 22, 2011, our Board of Directors dedax quarterly dividend in the amount of $0.25g&re on the outstanding shares of
our common stock. The dividend of $92.8 was paidianch 25, 2011 to the shareholders of record &dasth 10, 2011.
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10. Capital Stock (continued)

Stock Incentive Plars

A summary of stock option activity for the six mbatended June 30, 2011 is as follows:

Weighted-
Weighted- Average
Average Remaining Aggregate
Option Price Contractual
Number Intrinsic
of Share: per Share Life (Years) Value
Outstanding at January 1, 2C 24.¢€ $ 59.6(
Granted 15 66.12
Exercisec (4.2 51.6¢
Forfeited or expires (1.3 62.3¢
Outstanding at June 30, 20 21.1 61.47 4.3 $ 373.¢
Exercisable at June 30, 2011 16.2 64.4( 3.8 $ 241«

A summary of the status of nonvested restrictedkstativity, including restricted stock units, fitre six months ended June 30, 2011
follows:

Weighted-

Average
Restricted Grant Date

Stock Share:

Fair Value

And Units per Share
Nonvested at January 1, 20 4.2 $ 44.7:
Granted 1.6 66.1(
Vested (1.8 43.4F
Forfeited 0.2 46.71
Nonvested at June 30, 20 3.8 54.7¢

Fair Value

We use a binomial lattice valuation model to estarthe fair value of all stock options granted. Banore detailed discussion of our
stock incentive plan fair value methodology, se¢eNib, “Capital Stock,” to our audited consolidatieéncial statements as of and for the year
ended December 31, 2010 included in our 2010 AnRegalort on Form 10-K.

The following weightecaverage assumptions were used to estimate thealaies of options granted during the six monthsedntiine 3(
2011 and 2010:

2011 2010
Risk-free interest rat 2.8/% 3.09%
Volatility factor 34.0(% 34.0(%
Quatrterly dividend yielc 0.37%% -
Weightec-average expected i 4.0 year: 4.0 year
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10. Capital Stock (continued)

The following weighted-average fair values weresd@ined for the six months ended June 30, 20112646:

2011 2010
Options granted during the period $ 17.8: $ 18.8:

11. Earnings per Share

The denominator for basic and diluted earningsspare for the three and six months ended Juneddd, &nd 2010 is as follows:

Three Months Ended Six Months Ended
June 30 June 30
2011 2010 2011 2010
Denominator for basic earnings per st—weighted average shar 366.1 417.% 370.1 429.1
Effect of dilutive securities — employee and dicgcttock options and non-
vested restricted stock awal 5.4 4.5 5.3 5.C
Denominator for diluted earnings per sh 371.F 421.¢ 375.4 434.]

During the three months ended June 30, 2011 and, 20dighted average shares related to certain stotiéns of 8.1 and 18.0,
respectively, were excluded from the denominatodfluted earnings per share because the stockraptiere anti-dilutive. During the six
months ended June 30, 2011 and 2010, weightedgersteares related to certain stock options of 40dL17.1, respectively, were excluded
from the denominator for diluted earnings per sleause the stock options were anti-dilutive.

During the six months ended June 30, 2011, we ésapproximately 1.6 restricted stock units understack incentive plans, 0.7 of
whose vesting is contingent upon us meeting sgecdnnual performance targets for 2011. The coatihgestricted stock units have been
excluded from the denominator for diluted earnipgsshare and will be included only if and whendbatingency is met.

12. Segment Information

Our organizational structure is comprised of tmegmortable segments: Commercial, Consumer and (dkdurther described in Note 20,
“Segment Information,” to our audited consolidatiséincial statements as of and for the year endszeBiber 31, 2010, included in our 2010
Annual Report on Form 10-K.

Financial data by reportable segment for the tareksix months ended June 30, 2011 and 2010 ilews$:

Commercial Consumel Other Total

Three Months Ended June 30, 2011

Operating revenue from external custon $ 8,646.¢ $ 4,353. $ 1,879.¢ $ 14,879.
Operating gait 747.2 176.7 22.¢ 946.7
Three Months Ended June 30, 201(

Operating revenue from external custon $ 8,463.( $ 3,992.( $ 1,743.¢ $ 14,198.(
Operating gait 7455 300.¢ 11.4 1,058.(
Six Months Ended June 30, 2011

Operating revenue from external custon $ 17,210 $ 8,587.¢ $ 3,735.¢ $ 29,534.
Operating gait 1,872.: 382.t 42.2 2,297.(
Six Months Ended June 30, 201(

Operating revenue from external custon $ 17,541. $ 8,005.: $ 3,495.. $ 29,041.
Operating gain (loss 1,724.: 626.¢ (6.3 2,344,
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12. Segment Information (continued)

A reconciliation of reportable segments operatiedenues to total revenues reported in the condetidstatements of income for the tr
and six months ended June 30, 2011 and 2010 dlaws$:

Three Months Ended Six Months Ended
June 30 June 30

2011 2010 2011 2010
Reportable segments operating rever $ 14,879.i $ 14,198. $ 29,534. $ 29,041,
Net investment incom 187.¢ 202.% 372.¢ 403.<
Net realized gains on investme| 41.F 36.5 98.¢ 84.¢
Othel-thar-temporary impairment losses recognized in inc (8.9 (6.7) (10.9) (25.9)
Total revenue $ 15,100. $ 14,431. $ 29,995.( $ 29,504..

A reconciliation of reportable segments operatiagndo income before income tax expense includeteérconsolidated statements of
income for the three and six months ended Jun2Q@0, and 2010 is as follows:

Three Months Ended Six Months Ended
June 30 June 30

2011 2010 2011 2010
Reportable segments operating ¢ $ 946.7 $ 1,058.( $ 2,297.( $ 2,344,
Net investment incom 187.¢ 202.: 372.¢ 403.¢
Net realized gains on investme| 41.F 36.5 98.€ 84.¢
Otherthar-temporary impairment losses recognized in inc (8.4) (6.1 (10.9) (25.¢)
Interest expens (103.¢) (100.2) (209.5) (199.6)
Amortization of other intangible asst (56.6) (60.9) (113.9 (121.¢
Impairment of other intangible assets - - - (21.7)
Income before income tax expense $ 1,007. $ 1,129.¢ $ 2,434 $ 2,464.

13. Comprehensive Income

The components of comprehensive income for theetanel six months ended June 30, 2011 and 201G dod@ws:

Three Months Ended Six Months Ended
June 30 June 30
2011 2010 2011 2010
Net income $ 701.€ $ 722« $ 1,628.: $ 1,599.:
Change in net unrealized gains/losses on invesy 85.2 (20.1) 98.C 79.1
Change in nc-credit component of oth-thar-temporary impairment losses
investment: - (0.2 4.3 (3.9
Change in net unrealized gains/losses on cashtfenge: 0.3 (7.9) 0.7 (7.7)
Change in net periodic pension and postretiremests 5.4 3.4 13.7 6.8
Foreign currency translation adjustme 14 (1.9) 2.4 (2.9)
Comprehensive incon $ 793¢ $ 696.: $ 1,747.: $ 1,671.
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
(In Millions, Except Per Share Data or Otherwisat8tl Herein)

References to the terms “we”, “our” or “us” usedotighout this Management’s Discussion and AnalgEisinancial Condition and
Results of Operations, or MD&A, refer to WellPoihig., an Indiana corporation, and unless the ctraherwise requires, its direct and
indirect subsidiaries.

The structure of our MD&A is as follows:
l. Executive Summar
Il. Overview
Il. Significant Transaction
IV.  Membershig— June 30, 2011 Compared to June 30, 2
V. Cost of Care
VI.  Results of Operatior— Three Months Ended June 30, 2011 Compared to theeTWonths Ended June 30, 2(
VIl.  Results of Operatior- Six Months Ended June 30, 2011 Compared to th&/8ixths Ended June 30, 20
VIII.  Critical Accounting Policies and Estimal
IX.  Liquidity and Capital Resourct
X. Safe Harbor Statement Under the Private Secutittggmtion Reform Act of 199!

This MD&A should be read in conjunction with ourdited consolidated financial statements as of andhe year ended December 31,
2010 and the MD&A included in our 2010 Annual Reqpor Form 10-K, and in conjunction with our unaeditonsolidated financial
statements and accompanying notes as of and fohnbe and six months ended June 30, 2011 inclindnis Form 10-Q. Results of
operations, cost of care trends, investment yiatdkother measures for the three and six montbgeended June 30, 2011 are not necessarily

indicative of the results and trends that may lpeeted for the full year ending December 31, 2@140 see Part |, Item 1A, “Risk Factors” of
our 2010 Annual Report on Form 10-K and Part dirit1A, of this Form 10-Q.

In 2010, the U.S. Federal government enacted k@isl requiring that certain lines of business nspetified minimum medical loss
ratios. For this purpose, the Department of Heatith Human Services, or HHS, issued guidance spegifiie types of costs that should be
included in benefit expense for purposes of catimdamedical loss ratios. This definition variedrr our prior classification under U.S.
generally accepted accounting principles, or GAere appropriate, we have adopted this revises$ifieation effective January 1, 2011 to
further align our GAAP basis classification to thiged in the calculation for determining medicakloatios under the HHS guidance. Howe
certain components of the medical loss ratio comatprt as defined by HHS cannot be classified cteisity under GAAP. Accordingly, bene
expense ratios shown in our GAAP basis presentatierifferent than the medical loss ratios in adance with HHS guidance for purpose:
calculating rebates. Prior period amounts havebaeh reclassified due to immateriality.

l. Executive Summary

We are the largest health benefits company in tefmnsedical membership in the United States, sgr@i#.2 medical members through
our affiliated health plans and a total of morent68.0 individuals through our subsidiaries asurfeJ30, 2011. We are an independent licensee
of the Blue Cross and Blue Shield Association, GBBA, an association of independent health bepkfits. We serve our members as the
Blue Cross licensee
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in California and as the Blue Cross and Blue Shi@ldBCBS, licensee for: Colorado, Connecticut, @&q Indiana, Kentucky, Maine,
Missouri (excluding 30 counties in the Kansas @itya), Nevada, New Hampshire, New York (as BCBRJilNew York City metropolitan ar
surrounding counties, and as Blue Cross or BCBsliected upstate counties only), Ohio, Virginiac(eding Northern Virginia suburbs of
Washington, D.C.) and Wisconsin. In a majorityltdde service areas we do business as Anthem Bass,Gxnthem Blue Cross and Blue
Shield, Blue Cross and Blue Shield of Georgia, EmBiue Cross Blue Shield, or Empire Blue Cros(in New York service areas). We also
serve customers throughout the country as UniGdeeare licensed to conduct insurance operatioafl B0 states through our subsidiaries.

Operating revenue for the three months ended Jon2031 was $14,879.8, an increase of $681.2, qiffs#h the three months ended
June 30, 2010, reflecting premium rate increasesiirCommercial segment designed to cover costisrgrartially offset by fully-insured
membership declines in that segment. In additieergased membership in our Senior business withirtConsumer segment and increased
reimbursement from the Federal Employee PrograrRE#t, within our Other segment contributed to tiwéased operating revenues.

Operating revenue for the six months ended Jun2@0L was $29,534.6, an increase of $492.9, orr@#b the six months ended
June 30, 2010, reflecting premium rate increasesiirCommercial segment designed to cover costisrgrartially offset by fully-insured
membership declines and the conversion of two lamg®unts from fully-insured to self-funded stadusing 2010 in that segment. In addition,
increased membership in our Senior business withirConsumer segment and increased reimbursenuentifre FEP program within our
Other segment contributed to the increased operativenues.

Net income for the three months ended June 30, 2@51$701.6, a decrease of $20.8, or 3%, fromhiteetmonths ended June 30, 2010.
This decrease in net income was primarily driveridwer operating results in our Consumer segmeartjgily offset by lower income tax
expense. For additional details, see “Results @r@pons — Three Months Ended June 30, 2011 Comparde Three Months Ended June 30,
2010” included in this MD&A. Our fully-diluted eammgs per share, or EPS, was $1.89 for the threehme@nded June 30, 2011, which
represents an 11% increase over the EPS of $1rtifdhree months ended June 30, 2010. The ireirdsPS resulted primarily from the
lower number of shares outstanding in 2011 dudéaoesbuyback activity under our share repurchasgrpm, partially offset by the decline in
net income.

Net income for the six months ended June 30, 2044 $¢,628.2, an increase of $29.0, or 2%, fronsithenonths ended June 30, 2010.
This increase in net income was primarily drivenrproved operating results in our Commercial atlde®segments and lower income taxes,
partially offset by lower operating results in d@mnsumer segment. For additional details, see ‘lRestiOperations — Six Months Ended
June 30, 2011 Compared to the Six Months Ended 30n2010” included in this MD&A. Our fully-diluteBPS was $4.34 for the six months
ended June 30, 2011, which represents an 18% semeer the EPS of $3.68 for the six months endad 30, 2010. The increase in EPS
resulted primarily from the lower number of shapesstanding in 2011 due to share buyback activityen our share repurchase program and,
to a lesser extent, increased net income.

Our results of operations discussed throughoutMiD€:A are determined in accordance with GAAP. Weaatalculate adjusted net
income and adjusted EPS, which are non-GAAP messtadurther aid investors in understanding aralyeaing our core operating results and
comparing them among periods. Adjusted net inconteaaljusted EPS exclude realized gains and lossewestments, other-than-temporary
losses on investments recognized in income, impaitrof other intangible assets and certain otleenst if applicable, that we do not consider
as part of our core operating results. Operating igecalculated as total operating revenue lesefiteexpense and selling, general and
administrative expense. We use these measureBasssafor evaluating segment performance, allogatsources, setting incentive
compensation targets and for forecasting futureaijpey periods. This information is not intended®considered in isolation or as a substi
for net income or diluted EPS prepared in accordavith GAAP, and may not be comparable to similéitlgd measures reported by other
companies. For additional details on operating gsge our “Results of Operations” discussion withis MD&A.
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The table below reconciles net income and EPS ledémliin accordance with GAAP to adjusted net ine@nd adjusted EPS for the tr
months ended June 30, 2011 and 2010.

Three Months Ended

June 30
2011 2010 Change % Change
Net income $ 701.¢ $ 722 $ (20.8 (3)%
Less (net of tax)
Net realized gains on investments, net of tax exparf $14.5
and $13.0, respective 27.C 23.t 3.5
Otherthar-temporary impairment losses on investments, n
tax benefit of $2.9 and $2.2, respectiv (5.5) (3.9) (1.6)
Adjusted net income $ 6801 $ 702¢ $ (22.7 3%
EPS $ 1.8¢ $ 1.71 $ 0.1¢ 11%
Less (net of tax)
Net realized gains on investme 0.07 0.0t 0.0z
Other-than-temporary impairment losses on investsen (0.01; (0.01; -
Adjusted EPS $ 1.82 $ 1.67 $ 0.1€ 10%

The table below reconciles net income and EPS lzdémliin accordance with GAAP to adjusted net ine@nd adjusted EPS for the six
months ended June 30, 2011 and 2010.

Six Months Ended

June 30
2011 2010 Change % Change
Net income $ 1,628.: $ 1,599. $ 29. 2%
Less (net of tax)
Net realized gains on investments, net of tax exper $34.5
and $30.0, respective 64.1 54.¢ 9.2
Other-than-temporary impairment losses on investmeret of
tax benefit of $3.8 and $9.1, respectiv (7.0) (16.7) 9.7
Impairment of other intangible assets, net of temddit of $0.C
and $7.4, respective = (13.79) 13.7
Adjusted net income $ 1571 $ 1,574, $ (3.6 —9%
EPS $ 4.34 $ 3.6¢ $ 0.6¢ 18%
Less (net of tax)
Net realized gains on investme 0.17 0.12 0.0t
Otherthar-temporary impairment losses on investme (0.02) (0.09 0.0z
Impairment of other intangible assets - (0.09) 0.0
Adjusted EPS $ 4.1¢ $ 3.62 $ 0.5¢€ 15%

Operating cash flow for the six months ended Juhe&B11 was $1,886.7, or 1.2 times net income. &jpey cash flow for the six mont|
ended June 30, 2010 reflected a net outflow of&G&imarily driven by a $1,208.0 tax payment inrtfa2010 to the Internal Revenue
Service, or IRS, related to the gain we realizethensale of our prescription benefit managemesinass, or PBM, on December 1, 2009. The
increase in operating cash flow from 2010 of $1,95%@as driven primarily by the $1,208.0 tax paynraade in 2010 and increases in policy
liabilities due to modest reserve strengtheningndu?011.
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Il. Overview

We manage our operations through three reportagiments: Commercial, Consumer and Other. For a detedled discussion of our
organization, see the “Overview” section of Partthm 7, “Management’s Discussion and Analysi§iofancial Condition and Results of
Operations” included in our 2010 Annual Report anrf 10-K.

M. Significant Transactions
Pending Acquisition of CareMore Health Grou

On June 8, 2011, we announced that we had entetieedn agreement to acquire CareMore Health Graggnior focused health care
delivery program that includes Medicare Advantalgep and clinics designed to deliver proactiveegnated, individualized health care in
select California, Arizona and Nevada markets. d¢guisition, which supports our strategic plansudinig our intent to capitalize on new
opportunities for growth in the changing healthaaarketplace, is expected to close in the secoli®ha011 and is subject to regulatory
approvals and standard closing conditions.

Use of Capital

We regularly review the appropriate use of capitadluding common stock repurchases and divideadhéareholders. The declaration
and payment of any dividends or repurchases otommmon stock are at the discretion of our BoarBicéctors and depend upon our financial
condition, results of operations, future liquiditgeds, regulatory and capital requirements and €dlotors deemed relevant by our Board of
Directors.

For additional information regarding our use ofitalpat June 30, 2011, see the “Use of Capitaltisecf Note 10, “Capital Stock,” to
our unaudited consolidated financial statementsided in Part |, Item 1 of this Form 10-Q.
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V. Membership — June 30, 2011 Compared to June 30, 20

Our medical membership includes seven differentocusr types: Local Group, Individual, National Acods, BlueCard, Senior, State-
Sponsored and FEP. BCBSA-branded business genegfdls to members in our service areas licensetldBCBSA. Non-BCBSA-branded
business refers to UniCare members predominategidaiof our BCBSA service areas. For a more dedalefinition of our medical
membership, see the “Membership—December 31, 2@hop@red to December 31, 2009” section of Partéml7, “Management’s
Discussion and Analysis of Financial Condition &ebults of Operations” included in our 2010 AnnReport on Form 10-K.

The following table presents our medical member$lyipustomer type, funding arrangement and replertsggment as of June 30, 2011
and 2010. Also included below is other memberskipioduct. The medical membership and other merhemesented are unaudited and in
certain instances include estimates of the numberemnbers represented by each contract at the fethe period.

June 30
(in thousands)
Medical Membership 2011 2010 Change % Change
Customer Type
Local Group 15,197 15,19¢ D -%
Individual 1,87( 1,95: (83 (4)
National:
National Account: 7,471 7,10¢ 363 5
BlueCard 4,947 4,782 165 3
Total National 12,41¢ 11,89( 52¢ 4
Senior 1,35: 1,252 101 8
State-Sponsore( 1,83¢ 1,75(C 88 5
FEP 1,51( 1,44¢ 61 4
Total Medical Membership by Customer Type 34,18¢ 33,49: 694 2
Funding Arrangement
Self-Fundec 20,44: 19,42 1,01¢ 5
Fully-Insured 13,74 14,067 (329 (2
Total Medical Membership by Funding Arrangement 34,18¢ 33,49 694 2
Reportable Segmen
Commercial 27,61* 27,107 50¢€ 2
Consume! 5,061 4,93¢ 12t 3
Other 1,51( 1,44¢ 61 4
Total Medical Membership by Reportable Segn 34,18¢ 33,49 694 2
Other Membership
Behavioral Healtt 25,18t 23,70( 1,48t 6
Life and Disability 5,04( 5,22t (185) (4)
Dental 4,02¢ 4,077 (52 (1)
Managed denté! 4,34: 4,31( 32 1
Vision 3,69¢ 3,391 30¢ 9

Medicare Part [ 1,217 1,227 (10 (D)

! Managed dental membership includes members forhwligprovide administrative services or
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Medical Membership (in thousands)

During the twelve months ended June 30, 2011, m&lical membership increased 694, or 2%, primdirily to increases in our Natiot
Accounts and BlueCard membership, and to a legsged, increases in our Senior, State-SponsoreBEBRdnembership. We estimate at least
one third of the increase is attributable to neslefal regulations associated with health care nefequiring coverage of dependents up to age
26. These increases were offset by declines inrmlividual and Local Group businesses.

Self-funded medical membership increased 1,018%arprimarily due to increases in self-funded NaailcAccounts and Local Group
membership resulting from additional sales andlawge groups converting to self-funded arrangemgraially offset by declines in self-
funded non-BCBSA-branded business.

Fully-insured membership decreased 324, or 2%,gtiyndue to two large groups converting from fuihsured to self-funded
arrangements and declines in National Accountsyitaal and Local Group non-BCBSA-branded busirfedlg-insured membership, partia
offset by Senior Medicare Advantage, FEP and Ssgieasored membership increases.

Local Group membership was essentially flat, primatue to membership declines in our non-BCBSAried membership, nearly
offset by increases due to net sales.

Individual membership decreased 83, or 4%, primatile to a decline in BCBSA-branded business, tiegufrom delayed product
approvals for new health care reform compliant potsl, a competitive environment and, to a lessemgxdeclines in non-BCBSA-branded
business.

National Accounts membership increased 363, orfa¥narily driven by additional sales reflectivemir extensive and cost-effective
provider networks and a broad and innovative progocfolio.

BlueCard membership increased 165, or 3%, primdiily to increased utilization by other BCBSA licemsnembers who reside in or
travel to our licensed areas.

Senior membership increased 101, or 8%, primatily b increases in our Medicare Advantage plariafig offset by declines in our
Medicare Supplement membership.

State-Sponsored membership increased 88, or 5ftaply due to growth in Indiana, California, So@hrolina and Virginia.

FEP membership increased 61, or 4%, primarily dugetv federal regulations associated with health teform requiring coverage of
dependents up to age 26.

Other Membership (in thousands)

Our Other products are often ancillary to our Hehlisiness, and can therefore be impacted by gameing changes in our medical
membership.

Behavioral health membership increased 1,485, qrgtharily due to new sales to several major ant®in our National Accounts
business, increased Medicare Advantage medical resiip and a change in methodology of how we regertain portions of the behavioral
health membership.

Life and disability membership decreased 185, oy gémarily due to fully-insured membership declne our National Accounts
business. Life and disability products are gengmaffiered as a part of Commercial medical fullytiresd membership sales.
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Dental membership decreased 52, or 1%, primari¢/tduapses associated with current economic donditpartially offset by new sales
due to introduction of two new product offerings.

Managed dental membership increased 32, or 1%ctefy incremental sales by our DeCare Dental, sL@sidiary.

Vision membership increased 308, or 9%, primarilg ¢tb strong sales and market penetration of oue Biew vision product within the
Local Group markets and embedding of vision besdfitcertain of our Consumer products, partialfgetf by lapses.

Medicare Part D membership decreased 10, or 1%hapity due to lapses in Low Income Subsidy memliprish2011, partially offset b
new membership associated with the increase iMeulicare Advantage medical membership.

V. Cost of Care

The following discussion summarizes our aggregatietlying cost of care trends for the rolling 12ntis ended June 30, 2011 for our
Local Group fully-insured business only.

Our cost of care trends are calculated by compdhagear-over-year change in average per membengeth claim costs, including
member co-payments and deductibles. While ouraiosdre trend varies by geographic location, basednderlying medical cost trends, we
believe that our 2011 cost of care trend estimb#®5% plus or minus 50 basis points is appropriate

Overall, our medical cost trend was driven moreubig cost than utilization. Inpatient hospital tdewas in the high single digit range and
was primarily related to increases in cost per adian. Primary contributors to unit cost trendduide elevated average case aculity (intensity)
as well as negotiated rate increases with hospitéfsle provider rate increases are a primary drofeunit cost trends, we continually negoti
with hospitals to manage these cost trends. Weirecsenmitted to optimizing our reimbursement redad strategies to help address the cost
pressures faced by employers and consumers. Inpatienission counts per thousand members were ldwaarprior year, however, inpatient
day counts per thousand members were slightly higkeea result, the average length of inpatiengstacreased compared to prior year levels.
Clinical management and re-contracting effortsimgace to help mitigate the inpatient trend. FRaxlireview efforts continue in key areas,
including inpatient behavioral health stays aneabpsurgery cases, among others. Additionally, asehintroduced programs related to
readmission management, focused utilization manageat high costs facilities, and post-dischardiedeup care.

Outpatient trend was in the mid-to-high single tighge and was primarily driven by unit cost. Guignt costs are a collection of
different types of expenses, such as outpatiefiities, labs, x-rays, emergency room, and occupei and physical therapy. Per visit costs are
still the largest contributor to overall outpati¢rgnd, influenced largely by price increases wittértain provider contracts. Outpatient
utilization (visits per thousand members) was sliglower than the prior year. We continue to wawith vendors and providers to help
optimize site of service decisions including kegas such as emergency room vs. urgent care, labpssrvice location (hospital vs. free-
standing lab), and surgery settings (hospital ndatory surgical center). As an example, WellPoéeently launched an emergency room
program and education campaign incorporating Gobgilaps to make it easier to find and use retailthedinhics and urgent care centers for
non-emergency conditions when regular physicians at@available. Programs like this, along with congdiexpansion and optimization of «
utilization management programs, are serving toereté trend. Additionally, we continued to seepbsitive impact of incorporating the
technology of our American Imaging Management,,loc AIM, subsidiary. This is allowing us to achégreater efficiencies in the high trend
area of radiology, ensuring that consumers redbigeuality tests they need. Leveraging AIM’s matfi and expertise in areas such as nuclear
cardiology management and specialty pharmacy reviswiding our efforts to mitigate trend increases
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Physician services trend was in the lowat@ single digit range and primarily driven by uaitst. Increases in the physician care cate
were partially driven by contracting changes. Watitme to collaborate with physicians to improvelify of care through pay-fgperformanc
programs.

Pharmacy trend was in the low-to-mid single digitge and was 55% unit cost (cost per prescriptelajed and 45% utilization
(prescriptions per member per year) driven. Ret#lattion in the average wholesale price of drugyapplying upward pressure to the overall
cost per prescription as is the increased useetfiaity drugs. Specialty drugs, also known as biotrugs, are generally higher cost and are
being utilized more frequently. The increase int@®s prescription measures continue to be mitiyateincreases in our generic usage rates
and benefit plan design changes. We are continpy@vslluating our drug formulary to ensure the neffgctive pharmaceutical therapies are
available to our members.

In response to cost trends, we continue to pursogacting and plan design changes, promote ankkimgnt performance-based
contracts that reward clinical outcomes and quadityd expand our radiology management, diseasegearent and advanced care
management programs. We are taking a leaderst@prrohe area of payment reform, introducing a neindf new reimbursement models. We
are currently working with provider organizationsdevelop Accountable Care Organization pilot paogs. These programs are designed to
enhance coordination of care throughout the hegittem, appropriately align incentives and encairagponsibility among patients, payors
and providers to enhance member health outcomesrévalso advancing patient-centered medical haogrgms in the majority of our states
to help modernize and increase the scope of tieapyi care practices throughout our markets. Eadgssment of these programs demonst
a favorable impact to the quality and cost of leadtre, and we will continue to evaluate their itssu

Additionally, we are fully integrating our Resoloiti Health, Inc., or RHI, subsidiary’s suite of puats aimed to improve health care
quality and reduce health care costs. As an exarivphldHealth Advantageé is an RHI product that usesket-leading technology to analyze
medical claims, pharmacy claims, lab results, bepkfn information and personal health informatioridentify opportunities to help close
gaps between recommended care and the care thdiereactually receive. Furthermore, the sale ofpbiarmacy benefit management
services business and the resulting strategicakiavith Express Scripts, Inc. is bringing witlyieater capabilities and resources, allowing
members to leverage more cost-effective solutionksdate-of-the-art pharmacy benefit managementcss:.
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VI. Results of Operations— Three Months Ended June 30, 2011 Compared to the Tée Months Ended June 30, 201

Our consolidated results of operations for theghm®nths ended June 30, 2011 and 2010 are discinsgeifollowing section.

Three Months Ended

June 30
2011 2010

Total operating revenue $ 14,879. $ 14,198.
Net investment incom 187.¢ 202.:
Net realized gains on investme| 41.F 36.5
Other-thar-temporary impairment losses on investme (8.4) (6.1)
Total revenues 15,100. 14,431.:
Benefit expens 11,922.( 10,985.¢
Selling, general and administrative expe 2,011 2,154.°
Other expens! 160.z 161.1
Total expenses 14,093.. 13,301.
Income before income tax expens 1,007« 1,129.¢
Income tax expense 305.¢ 407.2
Net income $ T701¢ $ 722.
Average diluted shares outstand 371.k 421.¢
Diluted net income per sha $ 1.8¢ $ 1.71
Benefit expense rati 85.7% 82.€%
Selling, general and administrative expense ¢ 13.5% 15.2%
Income before income taxes as a percentage ofreatahue 6.7% 7.8%

5.C%

Net income as a percentage of total reve 4.€%

$ Change
$ 681.C

(14.5
5.C
(2.3)
669.2
936..

Certain of the following definitions are also apgplble to all other results of operations tablethis discussion:

Includes interest expense and amortization of dtitangible asset
Benefit expense ratio = Benefit expense + Premi
bp = basis point; one hundred basis points =

A W N P

% Change
5%
(7)
14
(38)
5
9
(7)
1)
6
(11)
(25)

3)
(12)%
11%
28(bp3
(170)bp3
(110)bp3
(40)bp 2

Selling, general and administrative expense raflmtal selling, general and administrative expen3etal operating revenu

Total operating revenue increased $681.2 or 5%1879.8 in 2011, resulting primarily from incredgpremiums and administrative
fees. Increased premiums resulted from premiuminateases in our Local Group business designedwer cost trends, increased fully-
insured membership in our Senior Medicare Advantageness and increased reimbursement in the F&fPgmm. These increases were
partially offset by fully-insured membership deelinin our Local Group and National Accounts busiaesesulting primarily from the
unfavorable economic conditions. The administrateées increased due to higher self-funded memheimstour Local Group and National

Accounts businesses, including the impact of cagivas from fully-insured to self-funded membership.

Net investment income decreased $14.5, or 7%, 83 .81n 2011, primarily due to lower yields on istent balances.
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Benefit expense increased $936.1, or 9%, to $110982011, primarily due to higher medical cost®ur Local Group business, higher
Medicare Advantage membership, adverse selectiorrtain Medicare Advantage products and increassmbership in the FEP business. In
addition, an estimated $100.0 of higher than guaiteid favorable reserve development was recoguizedg the second quarter of 2010 with
no comparable amounts recorded in 2011. Theseasesewere partially offset by fully-insured memhbgrsleclines in our Local Group and
National Accounts businesst

Our benefit expense ratio increased 280 basis ptwrd5.7% in 2011, primarily due to higher medwasdts in our Senior Medicare
Advantage and Local Group businesses, and the eddaroount of favorable reserve development betileetwo periods.

Selling, general and administrative expense deetk$i$43.6, or 7%, to $2,011.1 in 2011, primarilg doi cost reductions associated with
our ongoing efficiency initiatives and lower incet compensation costs.

Our selling, general and administrative expense dclined 170 basis points to 13.5% in 2011, prity due to an increase in operating
revenue and reduced selling, general and admitiigrexpense.

Income tax expense decreased $101.4 or 25%, ta&802011, primarily due to a decrease in theatfie tax rate and lower income
before income tax expense. The effective tax riat@911 and 2010 were 30.4% and 36.0%, respectifdly effective tax rate declined
primarily due to prior tax year federal and staidibsettlements.

Our net income as a percentage of total revenuedsed 40 basis points to 4.6% in 2011 as compar2@l0 as a result of all factors
discussed above.

Reportable Segmen

We use operating gain to evaluate the performahoeraeportable segments, which are CommerciahsGmer and Other. Operating
gain is calculated as total operating revenuellesgfit expense and selling, general and admitigtraxpense. It does not include net
investment income, net realized gains or lossdawstments, interest expense, amortization or impnt of other intangible assets or incc
taxes, as these items are managed in a corpoiadstervice environment and are not the respditsiti operating segment management.
For additional information describing our reporeabbegments, see Note 20, “Segment Informatiomutcaudited consolidated financial
statements as of and for the year ended Decemb@030, included in our 2010 Annual Report on F&OrK. The discussions of segment
results for the three months ended June 30, 204 2@h0 presented below are based on operating amuhescribed above, and operating
margin, which is calculated as operating gain didithy operating revenue. Our definitions of opagatiain and operating margin may not be
comparable to similarly titled measures reporteaiher companies.

Commercial

Our Commercial segment’s summarized results ofaijmers for the three months ended June 30, 2012@hd are as follows:

Three Months Ended

June 30
2011 2010 $ Change % Change
Operating revenu $ 8,646. $ 8,463.( $ 183.¢ 2%
Operating gait $ 747 $ 745.% $ 1k -
Operating margi 8.6% 8.8% (20)bp
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Operating revenue increased $183.8, or 2%, to $864 2011, primarily due to premium rate increaiseour Local Group business
designed to cover cost trends and increased adnatig fees due to higher séifnded membership in our Local Group and Nationadd\nts
businesses. These increases were partially of§sktlly-insured membership declines in our LocabGp and National Accounts businesses
resulting from unfavorable economic conditions.

Operating gain increased $1.5, or less than 1%74d.2 in 2011, primarily due to lower selling, gead and administrative expense
associated with our ongoing efficiency initiativeesd improved results in our National Accounts bes# partially offset by higher medical
costs in our Local Group business. In additionestimated $40.0 of higher than anticipated faveragterve development was recognized in
the Commercial segment during the second quart20d® with no comparable amounts recorded in 2011.

The operating margin in 2011 was 8.6%, a 20 basi# plecrease over 2010, primarily due to the factiiscussed in the preceding two
paragraphs.

Consumer

Our Consumer segment’s summarized results of dpasator the three months ended June 30, 2011 @hd @re as follows:

Three Months Ended

June 30
2011 2010 $ Change % Change
Operating revenu $ 4,353. $ 3,992.( $ 361. 9%
Operating gair $ 176.% $ 300.¢ $ (124.) (41)%
Operating margi 4.1% 7.5% (340)bp

Operating revenue increased $361.4, or 9%, to 84386 2011, primarily due to increases in our 8eand State-Sponsored businesses.
The increase in Senior revenue was primarily duadeeased Medicare Advantage membership whiléndrease in State-Sponsored revenue
reflected both increased pricing and membership.

Operating gain decreased $124.2, or 41%, to $1i&®11, primarily due to lower operating gain imr &enior Medicare Advantage
business. This decline was a result of higher nadiosts in 2011 due to higher membership and adweglection in certain Medicare
Advantage products. We expect to refine our Medidsavantage product strategy for 2012. The highan expected medical costs in 2011
were partially offset by higher than anticipateskrgcore revenue as a result of an improved rigkesestimation process. In addition, an
estimated $60.0 of higher than anticipated faverabserve development was recognized in the Conssegenent during the second quarter of
2010 with no comparable amounts recorded in 2011.

The operating margin in 2011 was 4.1%, a 340 l@sigt decrease from 2010, primarily due to thedextliscussed in the preceding two
paragraphs.
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Our Other segment’s summarized results of operafionthe three months ended June 30, 2011 and &@18s follows:

Three Months Ended

June 30
2011 2010 $ Change % Change
Operating revenue $ 1,879. $ 1,743. $ 136.C 8%
Operating gait $ 22¢ $  11¢ $ 114 100%

Operating revenue increased $136.0, or 8%, to 9168/ 2011, primarily due to growth in the FEP ibess. FEP membership increased
4% during 2011 as compared to the same periodi0.20

Operating gain increased $11.4 to $22.8 in 201iingoily due to the FEP business and lower generdla@ministrative expenses.

VII.  Results of Operations— Six Months Ended June 30, 2011 Compared to the Sionths Ended June 30, 201

Our consolidated results of operations for thensdnths ended June 30, 2011 and 2010 are discus#ee following section.

Six Months Ended

June 30

2011 2010 $ Change % Change
Total operating revenue $ 29,534.0 $ 29,041, $ 492.¢ 2%
Net investment incom 372.¢ 403.¢ (30.8 (8)
Net realized gains on investmel 98.¢ 84.¢ 13.7 16
Otherthar-temporary impairment losses on investme (10.8 (25.8 15.C 58
Total revenues 29,995.( 29,504.: 490.¢ 2
Benefit expens 23,150.( 22,368.: 781.¢ 3
Selling, general and administrative expe 4,087.¢ 4,328.¢ (241.2 (6)
Other expens? 322.¢ 342.C 19.4 (6)
Total expenses 27,560.! 27,039.: 521.2 2
Income before income tax expens 2,434." 2,464.¢ (30.4 (@B
Income tax expense 806.5 865.7 59.4 )
Net income $ 1,628.C $ 1,599. $  29.C 2
Average diluted shares outstand 375.¢ 434.1 (58.7 (14)%
Diluted net income per sha $ 4.34 $ 3.6¢ $ 0.6€ 18%
Benefit expense rati2 83.9% 82.2% 16Cbps3
Selling, general and administrative expense # 13.8% 14.% (110bps
Income before income taxes as a percentage ofreatahue 8.1% 8.4% (30)bp3

Net income as a percentage of total reve 5.4% 5.4%

Certain of the following definitions are also applble to all other results of operations tablethis discussion:

! Includes interest expense, amortization of othemigible assets and impairment of other intangilsket:
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2
3
4

Benefit expense ratio = Benefit expense + Premit
bp = basis point; one hundred basis points =
Selling, general and administrative expense raflotal selling, general and administrative expen3®tal operating revenu

Total operating revenue increased $492.9 or 2%28534.6 in 2011, primarily due to premium rateréases in our Local Group
business designed to cover cost trends, increadlgdrisured membership in our Senior Medicare Attege business and increased
reimbursement in the FEP program. These increases partially offset by fully-insured membershighilges in our Local Group and National
Accounts businesses resulting primarily from thé&auarable economic conditions and conversions of lavge accounts from fully-insured to
self-funded status in 2010. Administrative fee® dtereased due to higher self-funded membershguin.ocal Group and National Accounts
businesses, including the impact of conversions flally-insured to self-funded membership.

Net investment income decreased $30.8, or 8%, 7@ $3n 2011, primarily due to lower yields on istment balances.

Benefit expense increased $781.8, or 3%, to $2301iB®011, primarily due to higher medical cost®ur Local Group business, higher
Medicare Advantage membership, adverse selectioartain Medicare Advantage products and increassmbership in the FEP business. In
addition, an estimated $100.0 of higher than guaiteid favorable reserve development was recoguizedg the second quarter of 2010 with
no comparable amounts recorded in 2011. Thesedsesawere partially offset by fully-insured membgrsleclines in our Local Group and
National Accounts businesses and the conversiotwgolfarge accounts from fu-insured to self-funded status in April and Jull@0

Our benefit expense ratio increased 160 basis pr$3.9% in 2011, primarily due to higher mediwadts in our Senior, State-
Sponsored and Individual businesses and the redunednt of favorable reserve development betweertvib periods.

Selling, general and administrative expense deetk$241.2, or 6%, to $4,087.6 in 2011, primarilg do cost reductions associated with
our ongoing efficiency initiatives and lower inceet compensation costs.

Our selling, general and administrative expende diclined 110 basis points to 13.8% in 2011, grity due to increased operating
revenue and reduced selling, general and admitiigrexpense.

Other expense decreased $19.4, or 6%, to $322@lih, reflecting a decline in impairment of oth@ahgible assets from 2010 and
reduced amortization of certain other intangibleets acquired in prior years, partially offset bgreased interest expense due to higher av
debt balances.

Income tax expense decreased $59.4 or 7%, to $808(BL1, primarily due to the decrease in theatiife tax rate. The effective tax ra
in 2011 and 2010 were 33.1% and 35.1%, respectiVély effective tax rate declined primarily dugtr tax year federal and state audit
settlements.

Our net income as a percentage of total revenuained steady at 5.4% in 2011 as a result of albfaaliscussed above.
Reportable Segmen

We use operating gain to evaluate the performahoerareportable segments, as discussed abovedi$bessions of segment results for
the six months ended June 30, 2011 and 2010 pessbetow are based on operating gain, as descib@ee, and operating margin, which is
calculated as operating gain divided by operateavgnue. Our definitions of operating gain and ojirggamargin may not be comparable to
similarly titted measures reported by other comeani
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Commercial

Our Commercial segment’s summarized results ofaijmars for the six months ended June 30, 2011 aaé are as follows:

Six Months Ended

June 30
2011 2010 $ Change % Change
Operating revenue $ 17,210.! $ 17,541. $ (330.3 (2)%
Operating gait $ 1,872. $ 1,724. $ 148.C 9%
Operating margil 10.9% 9.8% 11Cbp

Operating revenue decreased $330.3, or 2%, to $0.B,2n 2011, primarily due to fully-insured memdét@p declines in our Local Group
and National Accounts businesses resulting fronaworable economic conditions and the conversidwoflarge accounts from fully-insured
to self-funded status. The decreases in premiunes partially offset by premium rate increases inloacal Group business designed to cover
cost trends and increased administrative feesab@her self-funded membership in our Local Grang National Accounts businesses.

Operating gain increased $148.2, or 9%, to $1,8if22811, primarily due to lower selling, generatizeadministrative expense associated
with our ongoing efficiency initiatives and impraleesults in our National Accounts business, pilytafset by an estimated $40.0 of higher
than anticipated favorable reserve developmentvhatrecognized in the Commercial segment duriagséitond quarter of 2010 with no
comparable amounts recorded in 2011.

The operating margin in 2011 was 10.9%, a 110 lpasig increase over 2010, primarily due to thedexdiscussed in the preceding two
paragraphs.

Consumer

Our Consumer segment’s summarized results of dpasator the six months ended June 30, 2011 an@ 264 as follows:

Six Months Ended

June 30
2011 2010 $ Change % Change
Operating revenue $ 8,587.! $ 8,005.: $ 582.7 7%
Operating gair $ 382t $ 626.¢ $ (2444 (39)%
Operating margil 4.5% 7.€% (330bp

Operating revenue increased $582.7, or 7%, to $8358 2011, primarily due to increases in our 8eand State-Sponsored businesses.
The increase in Senior revenue was primarily duadeeased Medicare Advantage membership whiléndrease in State-Sponsored revenue
reflected both increased pricing and membership.

Operating gain decreased $244.4, or 39%, to $382611, primarily due to lower operating gain i &enior business resulting from
higher medical costs in 2011 due to increased meshigeand adverse selection in certain of our Ma@idAdvantage products. We expect to
refine our Medicare Advantage product strategy2fat2. The higher than expected medical costs il 20dre partially offset by higher than
anticipated risk score revenue as a result of gmdmed risk score estimation process. Operating gabur Individual business declined as we
complied with the minimum medical loss ratio reguients. In addition, an estimated $60.0 of highan tanticipated favorable reserve
development was recognized in the Consumer segthoeinty the second quarter of 2010 with no comparabtounts recorded in 2011.

-41-



Table of Contents

The operating margin in 2011 was 4.5%, a 330 l@sigt decrease from 2010, primarily due to thedextliscussed in the preceding two
paragraphs.

Other

Our Other segment’s summarized results of opersionthe six months ended June 30, 2011 and 2@l8safollows:

Six Months Ended

June 30
2011 2010 $ Change % Change
Operating revenue $ 3,735 $ 3,495. $ 240t 7%

Operating gain (loss $ 422 $ (6.3 $ 48F NM1

! NM = Not meaningfu

Operating revenue increased $240.5, or 7%, to $378 2011, primarily due to growth in our FEP imess. FEP membership increased
4% during 2011 as compared to the same periodi0.20

Operating loss of $6.3 in 2010 decreased $48.5 wparating gain of $42.2 in 2011, primarily dueoto National Government Services
and FEP businesses and lower general and admiivistexpenses.

VIII.  Critical Accounting Policies and Estimates

We prepare our consolidated financial statementsirformity with U.S. generally accepted accounfnigiciples, or GAAP. Application
of GAAP requires management to make estimates ssuhaptions that affect the amounts reported irconsolidated financial statements and
accompanying notes and within this MD&A. We consiseme of our most important accounting policies tequire estimates and
management judgment to be those policies with gpdiabilities for medical claims payable, incetaxes, goodwill and other intangible
assets, investments and retirement benefits. Guouating policies related to these items are dsedisn our 2010 Annual Report on Form 10-
K in Note 2, “Basis of Presentation and SignificActounting Policies,” to our audited consolidati@dncial statements as of and for the year
ended December 31, 2010, as well as in the “Clificaounting Policies and Estimates” section oftRladtem 7, “Management’s Discussion
and Analysis of Financial Condition and Result©Ogierations.” As of June 30, 2011, our critical astng policies and estimates have not
changed from those described in our 2010 AnnuabRem Form 10-K.

Medical Claims Payabli

The most judgmental accounting estimate in our alitsted financial statements is our liability foedical claims payable. Our
accounting policies related to medical claims pésale discussed in the references cited aboweelas in Note 12, “Medical Claims
Payable,” to our audited consolidated financialesteents as of and for the year ended December03D, idcluded in our 2010 Annual Report
on Form 10-K. Also as discussed above, as of JOn2@L1, our critical accounting policies and estis related to medical claims payable
have not changed from those described in our 201tual Report on Form 10-K.
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A reconciliation of the beginning and ending bakfar medical claims payable for the six monthseshdune 30, 2011 and 2010 and the
years ended December 31, 2010, 2009 and 200&oHi@ss:

Six Months Ended

June 30 Years Ended December 3
2011 2010 2010 2009 2008
(In millions)
Gross medical claims payable, beginning of pe $ 4,852.- $ 5,450.! $ 5,450.! $ 6,184." $ 5,788.(
Ceded medical claims payable, beginning of pe (32.9 (29.9 (29.9 (60.3 (60.7°
Net medical claims payable, beginning of pel 4,819. 5,420.¢ 5,420.¢ 6,124.¢ 5,727.%
Business combinations and purchase adjustn - - - 2.8 -
Net incurred medical claim
Current yea 23,101.. 22,764.: 45,077.. 47,315.. 47,940.¢
Prior years redundancies (222.3 (667.8 (718.0 (807.2 (263.2
Total net incurred medical claims 22,879.( 22,096.. 44,359.: 46,507 47,677
Net payments attributable t
Current year medical clain 18,135.: 18,169.: 40,387.¢ 42,056.¢ 42,020
Prior years medical clain 4,245, 4,295.! 4,572.¢ 5,157.¢ 5,259.¢
Total net payment 22,380.- 22,464.! 44,960.. 47,214.! 47,280.¢
Net medical claims payable, end of per 5,318.: 5,052.¢ 4,819t 5,420.¢ 6,124..
Ceded medical claims payable, end of period 23.t 28.1 32.¢ 29.¢ 60.:
Gross medical claims payable, end of period $ 5,341.¢ $ 5,080.! $ 4,852.¢ $ 5,450.! $ 6,184."
Current year medical claims paid as a percentageroént
year net incurred medical clair 78.5% 79.8% 89.€% 88.% 87.1%
Prior year redundancies in the current period as a
percentage of prior year net medical claims paykdsie
prior year redundancies in the current pe| 4.8% 14.79% 15.2% 15.29% 4.8%
Prior year redundancies in the current period
percentage of prior year net incurred medical c 0.5% 1.4% 1.5 1.7% 0.6%
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The following table provides a summary of the tvay lassumptions having the most significant impacbar incurred but not paid
liability estimates for the six months ended JuBe2®11 and 2010, which are the completion anditfaators. These two key assumptions can
be influenced by utilization levels, unit costsxrof business, benefit plan designs, provider reirabment levels, processing system
conversions and changes, claim inventory levesntprocessing patterns, claim submission patt@ndsoperational changes resulting from
business combinations.

Favorable Development:
by Changes in
Key Assumptions

2011 2010
Assumed trend facto $ 262. $ 497 .
Assumed completion factors (40.9 170.t
Total $ 222.; $ 667.¢

The favorable development recognized in 2011 reddtom trend factors in late 2010 developing nfex@rably than originally
expected. This impact was partially offset by costiph factors developing unfavorably due to sliglcteases in payment cycle times. The
favorable development recognized in 2010 resultedarily from trend factors in late 2009 developimgre favorably than originally expect
In addition, a minor but steady improvement in papitrcycle times impacted completion factor develepthand contributed to the favorabil
Because of these improvements and other operafiactals, we recognized $100.0 of higher than gdted favorable reserve releases during
the six months ended June 30, 2010 that were petaklished at June 30, 2010.

The ratio of current year medical claims paid aeent of current year net medical claims incumead 89.6% for 2010, 88.9% for 2009
and 87.7% for 2008. Comparison of these ratiogceflacceleration in processing that has occufteel six month periods presented above
show that as of June 30, 2011, 78.5% of current yeincurred medical claims had been paid inpod incurred, as compared to 79.8% for
the same period in 2010.

We calculate the percentage of prior year reduridarie the current period as a percent of prior ye incurred claims payable less p
year redundancies in the current period in ordeletmonstrate the development of the prior yearveseFor the six month period ended J
30, 2011, this metric was 4.8%, reflecting the presly discussed lower level of redundancies. Rerdix month period ended June 30, 2010,
this metric was 14.1%. This metric was 15.3% ferykar ended December 31, 2010 and 15.2% for reeyeled December 31, 2009. For the
year ended December 31, 2008, this metric was 4r8flécting a lower level of prior year redundarsc

We calculate the percentage of prior year reduridarie the current period as a percent of prior yed incurred medical claims to
indicate the percentage of redundancy includeterpteceding year calculation of current year metiired medical claims. We believe this
calculation indicates the reasonableness of oor ggar estimate of incurred medical claims andekiel of consistency in our methodology.
For the six months ended June 30, 2011, this mea&0.5%, which was calculated using the redundah§222.3 shown above. For the six
months ended June 30, 2010, the comparable measclwi%, which was calculated using the redundah®$67.8, which represents an
estimate based on paid medical claims activity fdamuary 1, 2010 to June 30, 2010. This metricwa& for full year 2010 and 1.7% for
2009. This metric was 0.6% for 2008, reflectingaér level of prior year redundancies.
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New Accounting Pronouncemen

In January 2010, the FASB issued Accounting Stateldipdate, or ASU, No. 2010-0épproving Disclosures about Fair Value
Measurement:or ASU 2010-06. ASU 2010-06 amends ASC Topic & Value Measurements and Disclosurestequire a number of
additional disclosures regarding fair value measems. Effective January 1, 2011, ASU 2@Brequires that information in the reconcilial
of recurring Level lll measurements about purchasales, issuances and settlements be providedjmsa basis. The adoption of ASU 2010-
06 only required additional disclosures and didheote an impact on our consolidated financial posior results of operations.

In May 2011, the FASB issued ASU No. 2011-Bdjr Value Measurement (Topic 820): Amendmentsctieéve Common Fair Value
Measurement and Disclosure Requirements in U.S.Re#l IFRSsor ASU 2011-04. ASU 2011-04 amends ASC Topic &0t Value
Measurements and Disclosurito provide guidance on how fair value measuremieotilsl be applied where existing GAAP already reggiior
permits fair value measurements. In addition, AS1204 requires expanded disclosures regardingyd#ie measurements. ASU 2011-04 is
effective for us on January 1, 2012. Early adopisonot permitted. The adoption of ASU 2011-04a$ expected to have a material impact on
our consolidated financial position or results pémtions.

There were no other new accounting pronouncemssiied during the six months ended June 30, 201 haldea material impact on our
financial position, operating results or disclosure

IX. Liquidity and Capital Resources
Introduction

Our cash receipts result primarily from premiuntimaistrative fees, investment income, other reeemuoceeds from the sale or
maturity of our investment securities, proceedsflibrrowings, and proceeds from the exercise aksbptions. Cash disbursements result
mainly from claims payments, administrative expsnsaxes, purchases of investment securities gistexpense, payments on long-term
borrowings, capital expenditures, repurchases noEommon stock and dividends. Cash outflows flugtweith the amount and timing of
settlement of these transactions. Any future dedlinour profitability would likely have an unfaadsle impact on our liquidity.

For a more detailed overview of our liquidity arapital resources management, see the “Introductiention included in the “Liquidity
and Capital Resources” section of Part Il, IterfiMlanagement’s Discussion and Analysis of Finan€iahdition and Results of Operations”
included in our 2010 Annual Report on Form 10-K.

Liquidity — Six Months Ended June 30, 2011 Compared to Sixrithts Ended June 30, 2010

The table below outlines the increase (decreasedsh and cash equivalents for the six months eduleel 30, 2011 and 2010:

Six Months Ended

June 30
2011 2010

Cash flows provided by (used it

Operating activitie: $ 1,886 $ (66.9
Investing activities (470.2) (319.9
Financing activitie: (1,509.) (2,397.0
Effect of foreign exchange rates on cash and casivaents 3.8 (4.5)
Decrease in cash and cash equivaler $  (89.0 $ (2,788.)
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During the six months ended June 30, 2011, net ftastprovided by operating activities was $1,88&@mpared to cash flow used in
operating activities of $66.8 for the six monthslesh June 30, 2010, an increase of $1,953.5. Thisase resulted primarily from tax payments
of $1,208.0 to the IRS in the first quarter of 20&[ted to the gain we realized on the 2009 sateioPBM business and increases in policy
liabilities due to modest reserve strengtheningndu2011.

Net cash flow used in investing activities was $27uring the six months ended June 30, 2011, coedpa $319.9 for the six months
ended June 30, 2010. The increase in cash flowindadesting activities of $150.3 between the fpasiods primarily resulted from increases
in net purchases of investments offset by increemssscurities lending collateral.

Net cash flow used in financing activities was $8,8 during the six months ended June 30, 2011paoced to $2,397.0 for the six
months ended June 30, 2010. The decrease in easlusgled in financing activities of $887.7 primanigsulted from decreases in share
repurchases of $1,425.1, increases in net prodesdscommercial paper borrowings of $601.5 and glearin bank overdrafts, partially offset
by an increase in repayments of long-term borrowioigh630.9, a decrease in securities lending gayalf $427.5 and cash dividends of
$183.9.

Financial Condition

We maintained a strong financial condition andiliify position, with consolidated cash, cash eglgints and investments, including
long-term investments, of $20,761.9 at June 30128ince December 31, 2010, total cash, cash dguaitgaand investments, including long-
term investments, increased by $525.7 primarily dueash generated from operations, increasedbdddmces and proceeds from our
employee stock plans, partially offset by commartktrepurchases, fixed asset purchases and divddershareholders.

Many of our subsidiaries are subject to variousaegpimnent regulations that restrict the timing anaant of dividends and other
distributions that may be paid to their respecpigeent companies. In addition, we have agreedrtainaundertakings to regulatory authorities,
including the requirement to maintain certain cagdévels in certain of our subsidiaries.

At June 30, 2011, we held at the parent compard782] of cash and cash equivalents and investmehish is available for general
corporate use, including investment in our busiegsacquisitions, potential future share repurchase shareholder dividends and debt and
interest payments.

We calculate a non-GAAP measure, our consolidagdd-th-capital ratio, which we believe assists stges and rating agencies in
measuring our overall leverage and additional waimg capacity. In addition, our bank covenantséatk a maximum debt-timtal capital rati
that we cannot exceed. Our targeted range of debajital ratio is 25% to 35%. Our debt-to-capitdlo is calculated as the sum of debt
divided by the sum of debt plus shareholders’ gq@iur debt-to-capital ratio may not be comparablsimilarly titted measures reported by
other companies. Our consolidated debt-to-totaitabmtio was 26.8% and 27.3% as of June 30, 20lDecember 31, 2010, respectively.

Our senior debt is rated “A-" by Standard & Poot’s;” by Fitch, Inc., “Baal” by Moody’s Investor $eéce, Inc. and “bbb+” by AM
Best Company, Inc. We intend to maintain our sedeit investment grade ratings. A significant doraag in our debt ratings could adversely
affect our borrowing capacity and costs.

Future Sources and Uses of Liquidity

We regularly review the appropriate use of capitadluding common stock repurchases and divideadhéareholders. The declaration
and payment of any dividends or repurchases ofonmmon stock are at the discretion of our BoarBioéctors and depend upon our financial
condition, results of operations, future liquiditgeds, regulatory and capital requirements and dlotors deemed relevant by our Board of
Directors.
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For additional information regarding our use ofitalpat June 30, 2011, see the “Use of Capitaltisecf Note 10, “Capital Stock,” to
our unaudited consolidated financial statementiuded in Part I, Item 1 of this Form 10-Q.

For additional information regarding our future sms and uses of liquidity, see “Future Sourcesldses of Liquidity” included in the
“Liquidity and Capital Resources” section of Partitem 7, “Management’s Discussion and Analysigofancial Condition and Results of
Operations” in our 2010 Annual Report on Form 10-K.

Contractual Obligations and Commitments

We believe that funds from future operating casw§, cash and investments and funds available undesredit agreement or from
public or private financing sources will be suféint for future operations and commitments, andégmital acquisitions and other strategic
transactions.

For additional information regarding our estimatedtractual obligations and commitments, see théOContingencies” and
“Contractual Obligations and Commitments” sectiofslote 9, “Commitments and Contingencies,” to onaudited consolidated financial
statements included in Part I, Item 1 of this FA@rQ. There have been no material changes to ontr&mual Obligations and Commitments
disclosure in our 2010 Annual Report on Form 10-K.

Risk-Based Capital

Our regulated subsidiaries’ states of domicile heteg¢utory risk-based capital, or RBC, requiremémtdealth and other insurance
companies largely based on the National Associatfdnsurance Commissioners’, or NAIC, RBC ModeltAthese RBC requirements are
intended to measure capital adequacy, taking iotount the risk characteristics of an insurer’'sstments and products. The NAIC sets forth
the formula for calculating the RBC requirementhijak are designed to take into account asset risgsrance risks, interest rate risks and
other relevant risks with respect to an individinalurance company’s business. In general, underttt, an insurance company must submit a
report of its RBC level to the state insurance d@pant or insurance commissioner, as appropriatef ¢he end of each calendar year. Our
RBC as of December 31, 2010, which was the mosintettate for which reporting was required, wasxicess of all mandatory RBC
thresholds. In addition to exceeding the RBC regqugnts, we are in compliance with the liquidity aagital requirements for a licensee of the
BCBSA and with the tangible net worth requiremeagplicable to certain of our California subsidiarie
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X. Safe Harbor Statement under the Private Securitiekitigation Reform Act of 1995

This document contains certain forward-looking mfation about us that is intended to be coverethkysafe harbor for “forward-
looking statements” provided by the Private Se@sit.itigation Reform Act of 1995. Forward-lookisiitements are statements that are not
generally historical facts. Words such“expect(s),” “feel(s),” “believe(s),” “will,” “may, " “anticipate(s),” “intend,” “estimate,” “project”
and similar expressions are intended to identifywird-looking statements, which generally are nistdrical in nature. These statements
include, but are not limited to, financial projemtis and estimates and their underlying assumptistagements regarding plans, objectives and
expectations with respect to future operationsdpigis and services; and statements regarding fyteréormance. Such statements are subject
to certain risks and uncertainties, many of whicé difficult to predict and generally beyond oumtml, that could cause actual results to
differ materially from those expressed in, or iraflor projected by, the forward-looking informatiand statements. These risks and
uncertainties include: those discussed and idesatifih our public filings with the U.S. SecuritiesdeExchange Commission, or SEC; increased
government participation in, or regulation or taiat of health benefits and managed care operatiomcd,iding, but not limited to, the impe
of the Patient Protection and Affordable Care Astldhe Health Care and Education Reconciliation éfc2010; trends in health care costs
and utilization rates; our ability to secure suféint premium rates including regulatory approval &md implementation of such rates; our
ability to contract with providers consistent wiihst practice; competitor pricing below market tsrof increasing costs; reduced enrollment,
as well as a negative change in our health caredpobd mix; risks and uncertainties regarding Medigand Medicaid programs, including
those related to non-compliance with the complexileions imposed thereon and funding risks wipeet to revenue received from
participation therein; a downgrade in our financistrength ratings; litigation and investigationggeted at health benefits companies and
ability to resolve litigation and investigationsthin estimates; our ability to repurchase sharesaf common stock and pay dividends on our
common stock due to the adequacy of our cash ftalrearnings and other considerations; non-compléewith the Express Scripts, Inc.
pharmacy benefit management services agreemerthwbild result in financial penalties and our ifléap to meet customer demands; eve
that result in negative publicity for us or the htbaenefits industry; failure to effectively maimt and modernize our information systems and
e-business organization and to maintain good refathips with third party vendors for informatiorsem resources; events that may
negatively affect our license with the Blue Crosd Blue Shield Association; possible impairmerthefvalue of our intangible assets if future
results do not adequately support goodwill and pth&angible assets; intense competition to attratl retain employees; unauthorized
disclosure of member sensitive or confidentialrimfation; changes in the economic and market coolitj as well as regulations that may
negatively affect our investment portfolios andiidtity; possible restrictions in the payment ofidends by our subsidiaries and increases in
required minimum levels of capital and the potdmegative effect from our substantial amount dstanding indebtedness; general risks
associated with mergers and acquisitions; variagd and our governing documents may prevent oodisge takeovers and business
combinations; future public health epidemics anthsttophes; and general economic downturns. Reaalergautioned not to place undue
reliance on these forward-looking statements tipate& only as of the date hereof. Except to thenertherwise required by federal securities
law, we do not undertake any obligation to republievised forward-looking statements to reflectéy®r circumstances after the date hereof
or to reflect the occurrence of unanticipated eseReaders are also urged to carefully review ams@er the various disclosures in our SEC
reports.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

For a detailed discussion of our market risks,rrefdtem 7A, “Quantitative and Qualitative Discloes about Market Risk,” included in
our 2010 Annual Report on Form 10-K. There havenbreematerial changes to any of these risks siremeBber 31, 2010.

ITEM 4. CONTROLS AND PROCEDURES

We carried out an evaluation as of June 30, 20ddewuthe supervision and with the participatiomof management, including our Chief
Executive Officer and Chief Financial Officer, bkteffectiveness of the design and operation ofimalosure controls and procedures as
defined in Rule 13a-15(e) of the Securities Excleafgt of 1934. Based upon that evaluation, the f{Executive Officer and Chief Financial
Officer concluded that our disclosure controls pnatedures are effective in timely alerting thenmiaterial information relating to us
(including our consolidated subsidiaries) requiteethe disclosed in our reports under the Secuiifiehange Act of 1934. In addition, basec
that evaluation, the Chief Executive Officer andeErinancial Officer concluded that our disclosaomtrols and procedures were effective in
ensuring that information required to be disclobgdis in the reports that we file or submit under Securities Exchange Act of 1934 is
accumulated and communicated to our managemehigding the Chief Executive Officer and Chief Finad®©fficer, as appropriate to allow
timely decisions regarding required disclosures.

There have been no changes in our internal coow financial reporting that occurred during theee months ended June 30, 2011 that
have materially affected, or are reasonably likelynaterially affect, our internal control overdincial reporting.
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PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

For information regarding legal proceedings at 3B®e?2011, see the “Litigation” and “Other Contingies” sections of Note 9,
“Commitments and Contingencies,” to our unauditedsolidated financial statements included in Pdtem 1 of this Form 10-Q.

ITEM 1A. RISK FACTORS
There have been no material changes to the ris&riadisclosed in our 2010 Annual Report on ForrK10

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Issuer Purchases of Equity Securities

The following table presents information relatedtw repurchases of common stock for the periodigdtied (in millions, except share
and per share data).

Approximate

Total Number Dollar Value
of Shares
of Shares that May Yet
Purchased
Total Number Average as Part Be Purchase!
Price Paid of Publicly
of Shares Announced Under the
Period Purchased! per Share Programs? Programs
April 1, 2011 to April 30, 201 2,662,17! $ 69.3¢ 2,658,40! $ 697
May 1, 2011 to May 31, 201 2,837,48 78.92 2,829,81! 974
June 1, 2011 to June 30, 2011 3,986,72 77.05 3,984,59! 667
9,486,38! 9,472,81I

Total number of shares purchased includes 13,5&@stdelivered to or withheld by us in connectigthwmployee payroll tax
withholding upon exercise or vesting of stock awga®tock grants to employees and directors andt &éeaed for stock option plans and
stock purchase plans in the consolidated statenoéstsareholde’ equity are shown net of these shares purchi

Represents the number of shares repurchased thcamgbhpurchase program authorized by our Boalimgfctors. During the three
months ended June 30, 2011, we repurchased 9,472@tes at a cost of $714.8 under the prograniebruary 3, February 22 and
May 17, 2011, our Board of Directors increasedsihare repurchase authorization by $375.0, $1,1808d05500.0, respectively.
Remaining authorization under the program was $66%.of June 30, 201

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.

ITEM 4. (REMOVED AND RESERVED)

ITEM 5. OTHER INFORMATION
None.

ITEM 6. EXHIBITS

Exhibits: A list of exhibits required to be filed part of this Form 10-Q is set forth in the IndeXExhibits, which immediately precedes
such exhibits, and is incorporated herein by refese
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causisdréport to be signed on its behalf
the undersigned thereunto duly authorized.

WELLPOINT, INC.
Registran

Date: July 27, 2011 By: /s WAYNE S. DEV EYDT
Wayne S. DeVeyc
Executive Vice President and Chief Financial Office
(Duly Authorized Officer and Principal Financial fi2er)

Date: July 27, 2011 By: IS/ JOHN E. GALLINA
John E. Gallin:
Senior Vice President, Controller, Chief Accountfficer and
Chief Risk Officer (Principal Accounting Office
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Exhibit
Number

*

2.1

3.1

3.2

4.1

10.7*
10.13

311

31.2

32.1

32.2

101

INDEX TO EXHIBITS

Exhibit
Stock and Interest Purchase Agreement, dated 8p2009, by and between the Company and Expregss§dnc.,
incorporated by reference to Exhibit 2.1 to the @am’s Current Report on Forn-K filed on April 13, 2009

Articles of Incorporation of the Company, as amehetfective May 17, 2011, incorporated by referetocExhibit 3.1 to the
Compan’s Current Report on Forn-K filed on May 20, 2011

By-Laws of the Company, as amended effective Deeer@p2010, incorporated by reference to Exhitittd.the Company’'s
Current Report on Formr-K filed on December 13, 201

Upon the request of the Securities and Exchangen@ission, the Company will furnish copies of anyestinstruments definir
the rights of holders of loi-term debt of the Company or its subsidiar

WellPoint, Inc. Board of Directors Compensationd@emn, as amended effective May 18, 2(

(c) Form of Employment Agreement between the Compard Harlan Levine, M.D., incorporated by referitw Exhibit A to
Exhibit 10.41 to the Compa’s Quarterly Report on Form -Q for the quarter ended September 30, 2

Certification of Chief Executive Officer pursuantRule 13-14(a) and Rule 1!-14(a) of the Exchange Act Rules, as ado|
pursuant to Section 302 of the Sarb~-Oxley Act of 2002

Certification of Chief Financial Officer pursuaotRule 13-14(a) and Rule 1:-14(a) of the Exchange Act Rules, as ado|
pursuant to Section 302 of the Sarbi-Oxley Act of 2002

Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtioBe906 of the Sarbanes-
Oxley Act of 2002

Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtioBe906 of the Sarbanes-
Oxley Act of 2002

The following material from WellPoint, Inc.’s Quarty Report on Form 10-Q, for the quarter endece BB 2011, formatted in
XBRL (Extensible Business Reporting Language)th@ Consolidated Balance Sheets; (ii) the Constaii&tatements of
Income; (iii) the Consolidated Statements of CaslwE; (iv) the Consolidated Statements of SharedrsidEquity; and (v)
Notes to Consolidated Financial Stateme

Indicates management contracts or compensatorg plaarrangement
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Exhibit 10.7
WELLPOINT, INC.
BOARD OF DIRECTORS COMPENSATION PROGRAM
(AS AMENDED EFFECTIVE MAY 18, 2011)
CASH COMPENSATION—Retainers
Annual Board Retainer:

. $50,000 for all Directors paid quarterly in advagicefour equal installments of $12,500) on Janugrpril 1, July 1 and
October 1

Annual Retainer for Lead Director:

. $25,000 for the Lead Director paid quarterly in agee (in four equal installments of $6,250) on dayd, April 1, July 1 and
October 1

Additional Annual Retainer for Committee Chairs:

. $15,000 for the Chair of the Audit Committee of Bmard of Directors paid quarterly in advance @orfequal installments of
$3,750) on January 1, April 1, July 1 and Octohe

. $10,000 for the Chair of each other Committee efBloard of Directors paid quarterly in advancefdur equal installments of
$2,500) on January 1, April 1, July 1 and Octohe

CASH COMPENSATION—Meeting Fees
Board of Directors Meetings:
. $2,000 for Board of Directors Meetings held in per
. $1,000 for Board of Directors Meetings held telepbaly unless otherwise specifit

Committee Meetings:

. $2,000 for the Audit Committee Meetings held in per

. $1,000 for the Audit Committee Meetings held telephbally unless otherwise specifi
. $1,500 for all other Committee Meetings held in per

. $750 for all other Committee Meetings held telepkahy unless otherwise specifi

STOCK COMPENSATION
Annual Full Value Share Grant:

Each Director will receive, subject to the defedascribed below, an annual grant of the numbehafes equal to three and one-half
times the Annual Board Retainer on the date oftediPoint, Inc. annual meeting of shareholders. mtamber of shares of the Annual Full
Value Share Grant will be calculated using theofelhg formula:

[Annual Board Retainer X 3.5] divided by [the clogiprice of the WellPoint, Inc. common stock asorégd on the New York Stor
Exchange on the date of the annual meeting of Bblters] = Number of shares of the Annual Full \éahare Grant.

Deferral of Full Value Share Grants:

Each Annual Full Value Share Grant will be deferf@da minimum period of 5 years from the datehaf Grant (“Deferral Period”) in
accordance with the terms of the Director Defeednpensation Plan. Such Grants shall not be digé&ibto the Directors until the earlier of
the expiration of the Deferral Period or the datennich a Director ceases to be a member of thedBwoiaDirectors



Director Ownership Guidelines:

Each Director shall have the obligation to owneaist $400,000 of WellPoint, Inc. common stock (idohg deferred shares and phantom
stock, but not options) commencing on the latévlaf 3, 2007 or the fifth anniversary of the datetsDirector became a member of the Board
of Directors.

MISCELLANEOUS
Annual Physical Exam:
WellPoint, Inc. will pay the cost of an annual picgs examination for each Director.

Expenses:

WellPoint, Inc. will reimburse each Director fof athvel, lodging and other expenses incurred imn@stion with the attendance at and/or
participation in any and all Board of Directors Mags and Committee Meetings and related matteas@ordance with the WellPoint, Inc.
Travel and Entertainment Policy.



Exhibit 31.1

CERTIFICATION PURSUANT TO
RULE 13a-14(a) AND RULE 15d-14(a) OF THE EXCHANGE ACT RULES,
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Angela F. Braly, certify that:
1. | have reviewed this report on Form 10-Q of \Weiht, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or angitate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegos presented in this report;

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as definet
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a)

b)

c)

d)

designed such disclosure controls and procedoresused such disclosure controls and procedaontes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

designed such internal control over financiglorting, or caused such internal control over foiahreporting to be designed under
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

evaluated the effectiveness of the regis’s disclosure controls and procedures and preséntbis report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

disclosed in this report any change in the tegi¢'s internal control over financial reportifgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; &

5. The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant’s auditors and the audit commitieregistrant’s board of directors (or personggeeing the equivalent function):

a) all significant deficiencies and material weaknedsethe design or operation of internal contratiofinancial reporting which ai
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant
b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin
Date: July 27, 2011 / s/ ANGELAF. BRALY

Chair of the Board, President and Chief Executiffecér



Exhibit 31.2

CERTIFICATION PURSUANT TO
RULE 13a-14(a) AND RULE 15d-14(a) OF THE EXCHANGE ACT RULES,
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Wayne S. DeVeydt, certify that:
1. | have reviewed this report on Form 10-Q of \Weiht, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or angitate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegos presented in this report;

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as definet
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedoiresiused such disclosure controls and procedaontes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b) designed such internal control over financigloring, or caused such internal control over feiahreporting to be designed under
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) evaluated the effectiveness of the regis’s disclosure controls and procedures and presénthis report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

d) disclosed in this report any change in the tegi$'s internal control over financial reportirgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; &

5. The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant’s auditors and the audit commitieregistrant’s board of directors (or personggeeing the equivalent function):

a) all significant deficiencies and material weaknedsethe design or operation of internal contratiofinancial reporting which ai
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: July 27, 2011 /sl WAYNE S. DEV EYDT
Executive Vice President and Chief Financial Offi




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of WellPgimc. (the “Company”) on Form 10-Q for the perieaded June 30, 2011 as filed with the
Securities and Exchange Commission on the dat®hg@he “Report”), I, Angela F. Braly, Chair of tieoard, President and Chief Executive
Officer of the Company, certify, pursuant to 18 IS8 1350, as adopted pursuant to § 906 of theaBas-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations
the Company

/ s/ ANGELAF. BRALY

Angela F. Braly

Chair of the Board, President and Chief Executiffécér
July 27, 2011




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of WellPgimc. (the “Company”) on Form 10-Q for the perieaded June 30, 2011 as filed with the
Securities and Exchange Commission on the datehg@he “Report”), I, Wayne S. DeVeydt, Executivéc¥ President and Chief Financial
Officer of the Company, certify, pursuant to 18 IS8 1350, as adopted pursuant to § 906 of theaBas-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations
the Company

/ s/ WAYNE S. DEV EYDT

Wayne S. DeVeyc

Executive Vice President and Chief Financial Offi
July 27, 2011




