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PART I. FINANCIAL INFORMATION  

WellPoint, Inc.  
Consolidated Balance Sheets  

   

See accompanying notes.  
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ITEM 1. FINANCIAL STATEMENTS 

     

September 30, 
 

2012      

December 31, 
 

2011   
(In millions, except share data)    (Unaudited)          
Assets        
Current assets:        

Cash and cash equivalents     $ 2,442.1      $ 2,201.6   
Investments available-for-sale, at fair value:        

Fixed maturity securities (amortized cost of $17,511.1 and $15,233.6)       18,485.5        15,913.1   
Equity securities (cost of $849.1 and $937.7)       1,187.4        1,188.1   

Other invested assets, current       16.9        14.8   
Accrued investment income       164.9        172.0   
Premium and self-funded receivables       3,645.7        3,402.9   
Other receivables       847.3        943.9   
Income taxes receivable       213.0        105.8   
Securities lending collateral       700.9        871.4   
Deferred tax assets, net       61.1        424.8   
Other current assets       1,875.5        1,859.0   

                      

Total current assets       29,640.3        27,097.4   
Long-term investments available-for-sale, at fair value:        

Fixed maturity securities (amortized cost of $237.9 and $240.8)       244.1        246.8   
Equity securities (cost of $26.7 and $28.4)       29.4        28.8   

Other invested assets, long-term       1,236.1        1,103.3   
Property and equipment, net       1,536.5        1,418.1   
Goodwill       14,469.1        13,858.7   
Other intangible assets       8,210.5        7,931.7   
Other noncurrent assets       451.9        433.6   

                      

Total assets     $ 55,817.9      $ 52,118.4   
         

  

         

  

Liabilities and shareholders’  equity        
Liabilities        
Current liabilities:        

Policy liabilities:        
Medical claims payable     $ 5,523.2      $ 5,489.0   
Reserves for future policy benefits       60.8        55.1   
Other policyholder liabilities       2,229.0        2,278.2   

                      

Total policy liabilities       7,813.0        7,822.3   
Unearned income       823.7        926.5   
Accounts payable and accrued expenses       2,648.5        3,124.1   
Security trades pending payable       138.1        51.7   
Securities lending payable       701.0        872.5   
Short-term borrowings       192.0        100.0   
Current portion of long-term debt       0.2        1,274.5   
Other current liabilities       1,766.6        1,727.1   

                      

Total current liabilities       14,083.1        15,898.7   
Long-term debt, less current portion       13,395.7        8,420.9   
Reserves for future policy benefits, noncurrent       723.2        730.7   
Deferred tax liabilities, net       2,841.5        2,724.0   
Other noncurrent liabilities       957.9        1,055.9   

                      

Total liabilities       32,001.4        28,830.2   
                      

Commitment and contingencies - Note 10        
Shareholders’  equity        
Preferred stock, without par value, shares authorized – 100,000,000; shares issued and outstanding – none       —           —      
Common stock, par value $0.01, shares authorized – 900,000,000; shares issued and outstanding: 314,012,463 and 339,372,680       3.1        3.4   
Additional paid-in capital       10,869.7        11,679.2   
Retained earnings       12,556.8        11,490.7   
Accumulated other comprehensive income       386.9        114.9   

                      

Total shareholders’  equity       23,816.5        23,288.2   
                      

Total liabilities and shareholders’  equity     $ 55,817.9      $ 52,118.4   
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WellPoint, Inc.  
Consolidated Statements of Income  

(Unaudited)  
   

See accompanying notes.  
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Three Months Ended  

September 30     
Nine Months Ended  

September 30   
(In millions, except per share data)    2012     2011     2012     2011   
Revenues           

Premiums     $ 14,037.1     $ 14,181.6     $ 42,336.6     $ 41,779.3   
Administrative fees       955.6       963.1       2,928.9       2,882.8   
Other revenue       141.0       10.4       191.7       27.6   

                                         

Total operating revenue       15,133.7       15,155.1       45,457.2       44,689.7   
Net investment income       168.6       170.9       507.0       543.5   
Net realized gains on investments       54.6       94.9       232.0       193.5   
Other-than-temporary impairment losses on investments:           

Total other-than-temporary impairment losses on investments       (3.8 )      (28.8 )      (24.0 )      (44.7 )  
Portion of other-than-temporary impairment losses recognized in other 

comprehensive income       —          5.9       3.4       11.0   
                                         

Other-than-temporary impairment losses recognized in income       (3.8 )      (22.9 )      (20.6 )      (33.7 )  
                                         

Total revenues       15,353.1       15,398.0       46,175.6       45,393.0   
Expenses           

Benefit expense       11,984.8       12,062.9       35,849.8       35,212.9   
Selling, general and administrative expense:           

Selling expense       390.2       403.0       1,176.5       1,205.6   
General and administrative expense       1,688.4       1,716.6       5,149.6       5,001.6   

                                         

Total selling, general and administrative expense       2,078.6       2,119.6       6,326.1       6,207.2   
Cost of products       66.5       —          73.2       —      
Interest expense       133.6       108.2       360.3       317.7   
Amortization of other intangible assets       63.9       62.1       182.1       175.5   

                                         

Total expenses       14,327.4       14,352.8       42,791.5       41,913.3   
                                         

Income before income tax expense       1,025.7       1,045.2       3,384.1       3,479.7   
Income tax expense       334.5       362.0       1,192.8       1,168.3   

                                         

Net income     $ 691.2     $ 683.2     $ 2,191.3     $ 2,311.4   
         

  

        

  

        

  

        

  

Net income per share           
Basic     $ 2.17     $ 1.92     $ 6.70     $ 6.33   

         

  

        

  

        

  

        

  

Diluted     $ 2.15     $ 1.90     $ 6.63     $ 6.24   
         

  

        

  

        

  

        

  

Dividends per share     $ 0.2875     $ 0.25     $ 0.8625     $ 0.75   
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WellPoint, Inc.  
Consolidated Statements of Comprehensive Income  

(Unaudited)  
   

   
   
See accompanying notes.  
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Three Months Ended  

September 30     
Nine Months Ended  

September 30   
(In millions)    2012     2011     2012     2011   
Net income     $ 691.2     $ 683.2     $ 2,191.3     $ 2,311.4   
Other comprehensive income, net of tax:           

Change in net unrealized gains/losses on investments       168.3       (202.3 )      248.5       (104.3 )  
Change in non-credit component of other-than-temporary impairment losses 

on investments       —          (2.0 )      4.4       2.3   
Change in net unrealized gains/losses on cash flow hedges       (1.0 )      (11.3 )      (0.6 )      (10.6 )  
Change in net periodic pension and postretirement costs       6.9       5.3       19.9       19.0   
Foreign currency translation adjustments       0.5       (1.2 )      (0.2 )      1.2   

                                         

Other comprehensive income (loss)       174.7       (211.5 )      272.0       (92.4 )  
         

  
        

  
        

  
        

  

Total comprehensive income     $ 865.9     $ 471.7     $ 2,463.3     $ 2,219.0   
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WellPoint, Inc.  
Consolidated Statements of Cash Flows  

(Unaudited)  
   

See accompanying notes.  
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Nine Months Ended  

September 30   
(In millions)    2012     2011   
Operating activities       
Net income     $ 2,191.3     $ 2,311.4   
Adjustments to reconcile net income to net cash provided by operating activities:       

Net realized gains on investments       (232.0 )      (193.5 )  
Other-than-temporary impairment losses recognized in income       20.6       33.7   
Loss on disposal of assets       1.6       2.5   
Deferred income taxes       255.3       151.3   
Amortization, net of accretion       474.8       386.3   
Depreciation expense       72.8       71.1   
Share-based compensation       123.7       98.1   
Excess tax benefits from share-based compensation       (23.2 )      (38.4 )  
Changes in operating assets and liabilities, net of effect of business combinations:       

Receivables, net       (133.2 )      (357.2 )  
Other invested assets       (26.6 )      (8.6 )  
Other assets       (33.3 )      (107.1 )  
Policy liabilities       (16.8 )      647.9   
Unearned income       (102.8 )      747.2   
Accounts payable and accrued expenses       (446.7 )      (412.2 )  
Other liabilities       (57.5 )      (5.1 )  
Income taxes       (79.5 )      14.1   
Other, net       (3.7 )      (25.0 )  

                     

Net cash provided by operating activities       1,984.8       3,316.5   
Investing activities       
Purchases of fixed maturity securities       (11,808.8 )      (10,017.2 )  
Proceeds from fixed maturity securities:       

Sales       8,433.4       8,187.1   
Maturities, calls and redemptions       1,347.8       1,561.3   

Purchases of equity securities       (245.1 )      (219.0 )  
Proceeds from sales of equity securities       312.3       122.1   
Purchases of other invested assets       (153.7 )      (139.9 )  
Proceeds from sales of other invested assets       25.4       19.3   
Changes in securities lending collateral       171.5       128.2   
Purchases of subsidiaries, net of cash acquired       (992.3 )      (602.3 )  
Purchases of property and equipment       (375.1 )      (334.4 )  
Proceeds from sales of property and equipment       0.4       1.3   
Other, net       (0.9 )      (29.7 )  

                     

Net cash used in investing activities       (3,285.1 )      (1,323.2 )  
Financing activities       
Net proceeds from commercial paper borrowings       30.1       658.6   
Proceeds from long-term borrowings       4,935.2       1,097.4   
Repayments of long-term borrowings       (1,251.2 )      (703.8 )  
Proceeds from short-term borrowings       392.0       100.0   
Repayments of short-term borrowings       (300.0 )      (100.0 )  
Changes in securities lending payable       (171.5 )      (128.4 )  
Changes in bank overdrafts       (94.6 )      159.7   
Repurchase and retirement of common stock       (1,828.8 )      (2,354.2 )  
Cash dividends       (280.0 )      (272.1 )  
Proceeds from issuance of common stock under employee stock plans       86.7       229.2   
Excess tax benefits from share-based compensation       23.2       38.4   

                     

Net cash provided by (used in) financing activities       1,541.1       (1,275.2 )  
Effect of foreign exchange rates on cash and cash equivalents       (0.3 )      1.5   

                     

Change in cash and cash equivalents       240.5       719.6   
Cash and cash equivalents at beginning of period       2,201.6       1,788.8   

                     

Cash and cash equivalents at end of period     $ 2,442.1     $ 2,508.4   
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WellPoint, Inc.  
Consolidated Statements of Shareholders’ Equity  

(Unaudited)  
   

See accompanying notes.  
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     Common Stock     

Additional  
Paid-in  
Capital   

  

Retained  
Earnings   

  Accumulated  
Other  

Comprehensive 
 

Income   

  
Total  

Shareholders’
 

Equity   (In millions)    

Number of 
 

Shares     
Par  

Value           

January 1, 2012       339.4     $ 3.4     $ 11,679.2     $ 11,490.7     $ 114.9     $ 23,288.2   
Net income       —          —          —          2,191.3       —          2,191.3   
Other comprehensive income       —          —          —          —          272.0       272.0   
Repurchase and retirement of common stock       (28.6 )      (0.3 )      (986.4 )      (842.1 )      —          (1,828.8 )  
Dividends and dividend equivalents       —          —          —          (283.1 )      —          (283.1 )  
Issuance of common stock under employee stock plans, 

net of related tax benefits       3.2       —          176.9       —          —          176.9   
                                                             

September 30, 2012       314.0     $ 3.1     $ 10,869.7     $ 12,556.8     $ 386.9     $ 23,816.5   
         

  

        

  

        

  

        

  

        

  

        

  

January 1, 2011       377.7     $ 3.8     $ 12,862.6     $ 10,721.6     $ 224.6     $ 23,812.6   
Net income       —          —          —          2,311.4       —          2,311.4   
Other comprehensive loss       —          —          —          —          (92.4 )      (92.4 )  
Repurchase and retirement of common stock       (34.2 )      (0.3 )      (1,168.6 )      (1,185.3 )      —          (2,354.2 )  
Dividends and dividend equivalents       —          —          —          (274.9 )      —          (274.9 )  
Issuance of common stock under employee stock plans, 

net of related tax benefits       5.7       —          315.6       —          —          315.6   
                                                             

September 30, 2011       349.2     $ 3.5     $ 12,009.6     $ 11,572.8     $ 132.2     $ 23,718.1   
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WellPoint, Inc.  
Notes to Consolidated Financial Statements  

(Unaudited)  
September 30, 2012  

(In Millions, Except Per Share Data or As Otherwise Stated Herein)  
   

References to the terms “we”, “our”, “us”, “WellPoint” or the “Company” used throughout these Notes to Consolidated Financial 
Statements refer to WellPoint, Inc., an Indiana corporation, and unless the context otherwise requires, its direct and indirect subsidiaries.  

We are one of the largest health benefits companies in the United States, serving 33.5 medical members through our affiliated health plans 
and more than 63.7 individuals through all subsidiaries as of September 30, 2012. We offer a broad spectrum of network-based managed care 
plans to large and small employer, individual, Medicaid and senior markets. Our managed care plans include: preferred provider organizations, 
or PPOs; health maintenance organizations, or HMOs; point-of-service, or POS, plans; traditional indemnity plans and other hybrid plans, 
including consumer-driven health plans, or CDHPs; and hospital only and limited benefit products. In addition, we provide a broad array of 
managed care services to self-funded customers, including claims processing, underwriting, stop loss insurance, actuarial services, provider 
network access, medical cost management, disease management, wellness programs and other administrative services. We provide an array of 
specialty and other insurance products and services such as behavioral health benefit services, dental, vision, life and disability insurance 
benefits, radiology benefit management, analytics-driven personal health care guidance and long-term care insurance. We also provide services 
to the Federal Government in connection with the Federal Employee Program, or FEP, and various Medicare programs. Finally, we sell contact 
lenses, eyeglasses and other ocular products through our recently acquired 1-800 CONTACTS, Inc., or 1-800 CONTACTS, subsidiary.  

We are an independent licensee of the Blue Cross and Blue Shield Association, or BCBSA, an association of independent health benefit 
plans. We serve our members as the Blue Cross licensee for California; the Blue Cross and Blue Shield, or BCBS, licensee for Colorado, 
Connecticut, Georgia, Indiana, Kentucky, Maine, Missouri (excluding 30 counties in the Kansas City area), Nevada, New Hampshire, New York 
(as the BCBS licensee in 10 New York City metropolitan and surrounding counties and as the Blue Cross or BCBS licensee in selected upstate 
counties only), Ohio, Virginia (excluding the Northern Virginia suburbs of Washington, D.C.) and Wisconsin. In a majority of these service 
areas we do business as Anthem Blue Cross, Anthem Blue Cross and Blue Shield, Blue Cross and Blue Shield of Georgia, Empire Blue Cross 
Blue Shield, or Empire Blue Cross (in our New York service areas). We also serve customers throughout the country as UniCare, and in certain 
California, Arizona and Nevada markets through our CareMore Health Group, Inc., or CareMore, subsidiary. We are licensed to conduct 
insurance operations in all 50 states through our subsidiaries.  

   

The accompanying unaudited consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting 
principles, or GAAP, for interim financial reporting. Accordingly, they do not include all of the information and footnotes required by GAAP for 
complete financial statements. We have omitted certain footnote disclosures that would substantially duplicate the disclosures in our 2011 
Annual Report on Form 10-K, unless the information contained in those disclosures materially changed or is required by GAAP. In the opinion 
of management, all adjustments, including normal recurring adjustments, necessary for a fair statement of the consolidated financial statements 
as of and for the three and nine months ended September 30, 2012 and 2011 have been recorded. The results of operations for the three and nine 
months ended September 30, 2012 are not necessarily indicative of the results that may be expected for the full year ending December 31, 2012. 
These unaudited consolidated financial statements should be read in conjunction with our audited  
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1. Organization 

2. Basis of Presentation 
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consolidated financial statements for the year ended December 31, 2011 included in our 2011 Annual Report on Form 10-K.  

Certain of our subsidiaries operate outside of the United States and have functional currencies other than the U.S. dollar, or USD. We 
translate the assets and liabilities of those subsidiaries to USD using the exchange rate in effect at the end of the period. We translate the 
revenues and expenses of those subsidiaries to USD using the average exchange rates in effect during the period. The net effect of these 
translation adjustments is included in “Foreign currency translation adjustments” in our consolidated statements of comprehensive income.  

Certain prior period amounts have been reclassified to conform to the current period presentation.  

   

Acquisition of 1-800 CONTACTS  

On June 20, 2012, we completed our acquisition of 1-800 CONTACTS, the largest direct-to-consumer retailer of contact lenses in the 
United States, whose model is built on providing a superior customer experience and a wide selection of ocular products at affordable prices. 
The acquisition strategically aligns with our efforts to capitalize on new opportunities for growth to diversify our revenue stream into 
complementary and higher-margin specialty businesses.  

In accordance with Financial Accounting Standards Board, or FASB, Accounting Standards Codification 805— Business Combinations , 
or ASC 805, the consideration transferred was allocated to the fair value of 1-800 CONTACTS’ assets acquired and liabilities assumed, 
including identifiable intangible assets. The excess of the consideration transferred over the fair value of net assets acquired resulted in non tax-
deductible goodwill of $612.3 at September 30, 2012, all of which was allocated to our Commercial segment. Goodwill recognized from the 
acquisition of 1-800 CONTACTS primarily relates to the expected future growth of 1-800 CONTACTS’ business and further expansion of 
product offerings, including eyeglasses. In accordance with ASC 805, any subsequent adjustments made to the assets acquired or liabilities 
assumed during the measurement period will be recorded as an adjustment to goodwill.  

The fair value of the net assets acquired from 1-800 CONTACTS includes $449.4 of other intangible assets, which primarily consist of 
finite-lived customer relationships with an amortization period of 13 years and indefinite-lived trade names.  

The results of operations of 1-800 CONTACTS are included in our consolidated financial statements within our Commercial segment for 
the period following June 20, 2012. 1-800 CONTACTS currently operates under an alliance agreement, or the Alliance, with an unrelated third 
party to provide for the joint management, marketing and fulfillment of orders for products. Profits and losses of the Alliance are allocated to 1-
800 CONTACTS based on the terms set forth in the Alliance agreement. Product sales made by 1-800 CONTACTS are reported on our 
consolidated income statement within “Other revenue” and expenses for the cost of products sold, as well as certain other allowed expenses as 
defined in the Alliance agreement, are presented on our consolidated income statement within “Cost of products.” The Alliance will terminate on 
December 31, 2012.  

The pro-forma effects of this acquisition for prior periods were not material to our consolidated results of operations.  

Pending Acquisition of AMERIGROUP Corporation  

On July 9, 2012, we announced that we had entered into a definitive agreement to acquire AMERIGROUP Corporation, or Amerigroup, 
one of the nation’s leading managed care companies that is focused on meeting the health care needs of financially vulnerable Americans. This 
acquisition will further our goal of creating better  
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3. Business Combinations 
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health care quality at more affordable prices for our customers. It will also advance our capabilities to more effectively and efficiently serve the 
growing Medicaid population, including the expanding dual eligible, seniors, persons with disabilities and long-term services and support 
markets. Under the terms of the agreement, we will pay $92.00 per share in cash to acquire all of the outstanding shares of Amerigroup for an 
estimated transaction value of approximately $4,900.0. The acquisition, which was approved by Amerigroup’s shareholders on October 23, 
2012, remains subject to certain state regulatory approvals, standard closing conditions and approvals required under the Hart-Scott-Rodino 
Antitrust Improvements Act, and is expected to close in the fourth quarter of 2012.  

   

As a result of restructuring activities implemented during 2011, 2010 and 2009, we recorded liabilities for employee termination costs and 
lease and other contract exit costs. The restructuring activities are classified as components of general and administrative expenses in the 
consolidated statements of income for the respective period in which they occurred.  

The 2011 restructuring activities were initiated as a result of our efforts to improve, streamline and make our core business processes more 
efficient and effective. Activity related to these liabilities for the nine months ended September 30, 2012, by reportable segment, is as follows:  
   

The 2010 restructuring activities were initiated as a result of a change in strategic focus primarily in response to federal health care reform 
legislation. At September 30, 2012, our total liability for 2010 restructuring activities was $10.5, of which $4.5 related to employee termination 
costs and $6.0 related to lease and other contract exit costs. We expect the remaining payments for employee termination costs to be 
substantially completed by the end of 2012. Payments for lease and other contract exit costs will continue to occur over the remaining terms of 
the related contracts, which have expiration dates ranging through 2020.  

The 2009 restructuring activities were executed as a result of a realignment of our corporate strategy. At September 30, 2012, our total 
liability for 2009 restructuring activities was $27.3, which was primarily comprised of lease and other contract exit costs. Payments for lease and 
other contract exit costs will continue to occur over the remaining terms of the related contracts, which have expiration dates ranging through 
2020.  

   

We evaluate our investment securities for other-than-temporary declines based on qualitative and quantitative factors. Other-than-
temporary impairment losses recognized in income totaled $3.8 and $22.9 for the three months ended September 30, 2012 and 2011, 
respectively. Other-than-temporary impairment losses  
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4. Restructuring Activities 

     Commercial     Consumer     Other     Total   

2011 Restructuring Activities           
Employee termination costs:           

Liability for employee termination costs at January 1, 2012     $ 51.8     $ 11.8     $ 0.7     $ 64.3   
Payments       (20.4 )      (4.6 )      (0.3 )      (25.3 )  
Liability released       (3.1 )      (0.7 )      —          (3.8 )  

                                         

Liability for employee termination costs at September 30, 2012       28.3       6.5       0.4       35.2   
Lease and other contract exit costs:           

Liability for lease and other contract exit costs at January 1, 2012       17.2       5.7       1.9       24.8   
Payments       (2.7 )      (0.9 )      (1.0 )      (4.6 )  
Liability released       (1.6 )      (0.5 )      (0.1 )      (2.2 )  

                                         

Liability for lease and other contract exit costs at September 30, 2012       12.9       4.3       0.8       18.0    
                                         

Total liability for 2011 restructuring activities at September 30, 2012     $ 41.2     $ 10.8     $ 1.2     $ 53.2   
         

  

        

  

        

  

        

  

5. Investments 
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recognized in income totaled $20.6 and $33.7 for the nine months ended September 30, 2012 and 2011, respectively. There were no individually 
significant other-than-temporary impairment losses on investments by issuer during the three and nine months ended September 30, 2012 and 
2011. We continue to review our investment portfolios under our impairment review policy. Given the current market conditions and the 
significant judgments involved, there is a continuing risk that further declines in fair value may occur and additional material other-than-
temporary impairment losses on investments may be recorded in future periods.  

The changes in the amount of the credit component of other-than-temporary impairment losses on fixed maturity securities recognized in 
income, for which a portion of the other-than-temporary impairment losses was recognized in other comprehensive income, was not material for 
the three and nine months ended September 30, 2012 and 2011.  

A summary of current and long-term investments, available-for-sale, at September 30, 2012 and December 31, 2011 is as follows:  
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Cost or  
Amortized  

Cost   

  

Gross  
Unrealized 

 
Gains   

  Gross Unrealized Losses     

Estimated  
Fair Value   

  

Non-Credit  
Component of 

 
Other-Than-  
Temporary  

Impairments  
Recognized in 

 
AOCI           

Less than 
12 Months     

Greater than 
 

12 Months       

September 30, 2012:              

Fixed maturity securities:              

United States Government securities    $ 447.4     $ 19.4     $ —        $ —        $ 466.8     $ —      
Government sponsored securities      168.1       2.8       —          —          170.9       —      
States, municipalities and political subdivisions 

- tax-exempt      5,099.1       421.3       (0.6 )      (2.2 )      5,517.6       —      
Corporate securities      8,933.5       412.7       (13.1 )      (13.1 )      9,320.0       (1.7 )  
Options embedded in convertible debt securities      78.3       —          —          —          78.3       —      
Residential mortgage-backed securities      2,407.0       129.2       (0.2 )      (2.8 )      2,533.2       (0.4 )  
Commercial mortgage-backed securities      346.3       24.7       (0.1 )      (0.1 )      370.8       —      
Other debt obligations      269.3       6.5       (0.2 )      (3.6 )      272.0       (1.3 )  

                                                            

Total fixed maturity securities      17,749.0       1,016.6       (14.2 )      (21.8 )      18,729.6     $ (3.4 )  
                  

  

Equity securities      875.8       357.3       (16.3 )      —          1,216.8     
        

  
        

  
        

  
        

  
        

  
  

Total investments, available-for-sale    $ 18,624.8     $ 1,373.9     $ (30.5 )    $ (21.8 )    $ 19,946.4     
        

  

        

  

        

  

        

  

        

  

  

December 31, 2011:              
Fixed maturity securities:              

United States Government securities    $ 564.9     $ 39.9     $ (0.1 )    $ —        $ 604.7     $ —      
Government sponsored securities      173.1       2.5       —          —          175.6       —      
States, municipalities and political subdivisions 

- tax-exempt      4,994.2       352.3       (3.9 )      (15.0 )      5,327.6       (0.5 )  
Corporate securities      6,588.0       305.3       (88.4 )      (6.9 )      6,798.0       (0.4 )  
Options embedded in convertible debt securities      79.7       —          —          —          79.7       —      
Residential mortgage-backed securities      2,471.4       112.1       (7.6 )      (10.9 )      2,565.0       (6.2 )  
Commercial mortgage-backed securities      363.2       14.9       (1.0 )      (1.7 )      375.4       —      
Other debt obligations      239.9       3.1       (2.0 )      (7.1 )      233.9       (3.2 )  

        
  

        
  

        
  

        
  

        
  

        
  

Total fixed maturity securities      15,474.4       830.1       (103.0 )      (41.6 )      16,159.9     $ (10.3 )  
                  

  

Equity securities      966.1       277.0       (26.2 )      —          1,216.9     
                                                    

Total investments, available-for-sale    $ 16,440.5     $ 1,107.1     $ (129.2 )    $ (41.6 )    $ 17,376.8     
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At September 30, 2012, we owned $2,904.0 of mortgage-backed securities and $272.0 of asset-backed securities out of a total available-
for-sale investment portfolio of $19,946.4. These securities included sub-prime and Alt-A securities with fair values of $45.0 and $142.2, 
respectively. These sub-prime and Alt-A securities had accumulated net unrealized losses of $0.3 and gains of $5.6, respectively. The average 
credit rating of the sub-prime and Alt-A securities was “BB” and “B”, respectively.  

The following tables summarize for fixed maturity securities and equity securities in an unrealized loss position at September 30, 2012 and 
December 31, 2011, the aggregate fair value and gross unrealized loss by length of time those securities have been continuously in an unrealized 
loss position.  
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     12 Months or Less     Greater than 12 Months   

(Securities are whole amounts)    

Number of 
 

Securities      
Estimated 
Fair Value      

Gross  
Unrealized 

 
Loss     

Number of 
 

Securities      

Estimated 
 

Fair Value      

Gross  
Unrealized 

 
Loss   

September 30, 2012:                   

Fixed maturity securities:                   

States, municipalities and political subdivisions - 
tax-exempt       27      $ 81.0      $ (0.6 )      32      $ 76.5      $ (2.2 )  

Corporate securities       317        794.0        (13.1 )      100        116.8        (13.1 )  
Residential mortgage-backed securities       28        40.0        (0.2 )      39        30.9        (2.8 )  
Commercial mortgage-backed securities       6        6.4        (0.1 )      3        4.1        (0.1 )  
Other debt obligations       8        8.0        (0.2 )      23        30.7        (3.6 )  

                                                                 

Total fixed maturity securities       386        929.4        (14.2 )      197        259.0        (21.8 )  
Equity securities       970        93.4        (16.3 )      —           —           —      

                                                                 

Total fixed maturity and equity securities       1,356      $ 1,022.8      $ (30.5 )      197      $ 259.0      $ (21.8 )  
         

  

         

  

         

  

        

  

         

  

         

  

December 31, 2011:                   

Fixed maturity securities:                   

United States Government securities       3      $ 7.1      $ (0.1 )      —         $ —         $ —      
States, municipalities and political subdivisions - 

tax-exempt       19        86.6        (3.9 )      84        195.2        (15.0 )  
Corporate securities       1,047        1,798.1        (88.4 )      36        35.4        (6.9 )  
Residential mortgage-backed securities       91        170.4        (7.6 )      65        78.0        (10.9 )  
Commercial mortgage-backed securities       14        27.7        (1.0 )      5        15.6        (1.7 )  
Other debt obligations       41        118.5        (2.0 )      31        32.7        (7.1 )  

                                                                 

Total fixed maturity securities       1,215        2,208.4        (103.0 )      221        356.9        (41.6 )  
Equity securities       1,137        271.6        (26.2 )      —           —           —      

                                                                 

Total fixed maturity and equity securities       2,352      $ 2,480.0      $ (129.2 )      221      $ 356.9      $ (41.6 )  
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The amortized cost and fair value of fixed maturity securities at September 30, 2012, by contractual maturity, are shown below. Expected 
maturities may differ from contractual maturities because the issuers of the securities may have the right to prepay obligations without 
prepayment penalties.  
   

During the nine months ended September 30, 2012, we sold $8,745.7 of fixed maturity and equity securities, which resulted in gross 
realized gains of $364.1 and gross realized losses of $132.1. In the ordinary course of business, we may sell securities at a loss for a number of 
reasons, including, but not limited to: (i) changes in the investment environment; (ii) expectation that the fair value could deteriorate further; 
(iii) desire to reduce exposure to an issuer or an industry; (iv) changes in credit quality; or (v) changes in expected cash flow.  

All securities sold resulting in investment gains and losses are recorded on the trade date. Realized gains and losses are determined on the 
basis of the cost or amortized cost of the specific securities sold.  

   

Assets and liabilities recorded at fair value in the consolidated balance sheets are categorized based upon the level of judgment associated 
with the inputs used to measure their fair value. Level inputs, as defined by FASB guidance for fair value measurements and disclosures, are as 
follows:  
   

The following methods, assumptions and inputs were used to determine the fair value of each class of the following assets and liabilities 
recorded at fair value in the consolidated balance sheets:  

Cash equivalents: Cash equivalents primarily consist of highly rated money market funds with maturities of three months or less, and are 
purchased daily at par value with specified yield rates. Due to the high ratings and short-term nature of the funds, we designate all cash 
equivalents as Level I.  

Fixed maturity securities, available-for-sale: Fair values of available-for-sale fixed maturity securities are based on quoted market prices, 
where available. These fair values are obtained primarily from third party pricing services, which generally use Level I or Level II inputs for the 
determination of fair value to facilitate fair value measurements and disclosures. United States Government securities represent Level I 
securities, while Level II securities primarily include corporate securities, securities from states, municipalities and political subdivisions and 
mortgage-backed securities. For securities not actively traded, the third party pricing services may use quoted market prices of comparable 
instruments or discounted cash flow analyses, incorporating inputs that are  
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Amortized  

Cost      
Estimated  
Fair Value   

Due in one year or less     $ 3,325.2      $ 3,360.5   
Due after one year through five years       4,702.2        4,934.3   
Due after five years through ten years       4,287.5        4,620.9   
Due after ten years       2,680.8        2,909.9   
Mortgage-backed securities       2,753.3        2,904.0   

                      

Total available-for-sale fixed maturity securities     $ 17,749.0      $ 18,729.6   
         

  

         

  

6. Fair Value 

Level Input:    Input Definition: 

Level I    Inputs are unadjusted, quoted prices for identical assets or liabilities in active markets at the measurement date. 

Level II 
   

Inputs other than quoted prices included in Level I that are observable for the asset or liability through corroboration with market 
data at the measurement date. 

Level III 
   

Unobservable inputs that reflect management’s best estimate of what market participants would use in pricing the asset or 
liability at the measurement date. 
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currently observable in the markets for similar securities. We have controls in place to review the third party pricing services’ qualifications and 
procedures used to determine fair values. In addition, we periodically review the third party pricing services’ pricing methodologies, data sources 
and pricing inputs to ensure the fair values obtained are reasonable. Inputs that are often used in the valuation methodologies include, but are not 
limited to, broker quotes, benchmark yields, credit spreads, default rates and prepayment speeds. We also have certain fixed maturity securities, 
primarily corporate debt securities that are designated Level III securities. For these securities, the valuation methodologies may incorporate 
broker quotes or discounted cash flow analyses using assumptions for inputs such as expected cash flows, benchmark yields and credit spreads 
that are not observable in the markets.  

Equity securities, available-for-sale: Fair values of equity securities are generally designated as Level I and are based on quoted market 
prices. For certain equity securities, quoted market prices for the identical security are not always available and the fair value is estimated by 
reference to similar securities for which quoted prices are available. These securities are designated Level II. We also have certain equity 
securities, including private equity securities, for which the fair value is estimated based on each security’s current condition and future cash 
flow projections. Such securities are designated Level III. The fair values of these private equity securities are generally based on either broker 
quotes or discounted cash flow projections using assumptions for inputs such as the weighted average cost of capital, long-term revenue growth 
rates and earnings before interest, taxes, depreciation and amortization, or EBITDA, and/or revenue multiples that are not observable in the 
markets.  

Other invested assets, current: Other invested assets, current include securities held in rabbi trusts that are classified as trading. Fair values 
are based on quoted market prices.  

Securities lending collateral: Fair values of securities lending collateral are based on quoted market prices, where available. These fair 
values are obtained primarily from third party pricing services, which generally use Level I or Level II inputs for the determination of fair value, 
to facilitate fair value measurements and disclosures.  

Derivatives-interest rate swaps: Fair values are based on the quoted market prices by the financial institution that is the counterparty to the 
swap. We independently verify prices provided by the counterparties using valuation models that incorporate market observable inputs for 
similar interest rate swaps.  
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A summary of fair value measurements by level for assets measured at fair value on a recurring basis at September 30, 2012 and 
December 31, 2011 is as follows:  
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     Level I      Level II      Level III      Total   

September 30, 2012:              

Assets:              

Cash equivalents     $ 1,309.3      $ —         $ —         $ 1,309.3   
Investments available-for-sale:              

Fixed maturity securities:              

United States Government securities       466.8        —           —           466.8   
Government sponsored securities       —           170.9        —           170.9   
States, municipalities and political subdivisions -  

tax-exempt       —           5,517.6        —           5,517.6   
Corporate securities       —           9,207.6        112.4        9,320.0   
Options embedded in convertible debt securities       —           78.3        —           78.3   
Residential mortgage-backed securities       —           2,531.8        1.4        2,533.2   
Commercial mortgage-backed securities       —           365.5        5.3        370.8   
Other debt obligations       —           257.7        14.3        272.0   

         
  

         
  

         
  

         
  

Total fixed maturity securities       466.8        18,129.4        133.4        18,729.6   
Equity securities       1,081.2        108.3        27.3        1,216.8   

Other invested assets, current       16.9        —           —           16.9   
Securities lending collateral       268.9        432.0        —           700.9   
Derivatives excluding embedded options (reported with other assets)       —           67.0        —           67.0   

                                            

Total assets     $ 3,143.1      $ 18,736.7      $ 160.7      $ 22,040.5    
         

  

         

  

         

  

         

  

December 31, 2011:              

Assets:              

Cash equivalents     $ 1,675.8      $ —         $ —         $ 1,675.8   
Investments available-for-sale:              

Fixed maturity securities:              

United States Government securities       604.7        —           —           604.7   
Government sponsored securities       —           175.6        —           175.6   
States, municipalities and political subdivisions -  

tax-exempt       —           5,327.6        —           5,327.6   
Corporate securities       —           6,602.9        195.1        6,798.0   
Options embedded in convertible debt securities       —           79.7        —           79.7   
Residential mortgage-backed securities       —           2,565.0        —           2,565.0   
Commercial mortgage-backed securities       —           369.1        6.3        375.4   
Other debt obligations       —           174.9        59.0        233.9   

                                            

Total fixed maturity securities       604.7        15,294.8        260.4        16,159.9   
Equity securities       1,104.9        87.6        24.4        1,216.9   

Other invested assets, current       14.8        —           —           14.8   
Securities lending collateral       422.3         449.1        —           871.4   
Derivatives excluding embedded options (reported with other assets)       —           86.6        —           86.6   

                                            

Total assets     $ 3,822.5      $ 15,918.1      $ 284.8      $ 20,025.4    
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A reconciliation of the beginning and ending balances of assets measured at fair value on a recurring basis using Level III inputs for the 
three months ended September 30, 2012 and 2011 is as follows:  
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Corporate 
 

Securities     

Residential 
 

Mortgage- 
backed  

Securities     

Commercial 
 

Mortgage-  
backed  

Securities     

Other Debt 
 

Obligations     
Equity  

Securities     Total   

Three Months Ended September 30, 2012:               

Beginning balance at July 1, 2012     $ 127.7     $ 1.4     $ 5.3     $ 3.9     $ 28.8     $ 167.1   
Total gains (losses):               

Recognized in net income       (0.2 )      —          —          —          (0.2 )      (0.4 )  
Recognized in accumulated other 

comprehensive income       2.0       —          0.1       0.6       (5.5 )      (2.8 )  
Purchases       15.6       —          —          —          4.2       19.8   
Sales       (21.2 )      —          —          —          —          (21.2 )  
Issues       —          —          —          —          —          —      
Settlements       (5.7 )      —          (0.1 )      (0.2 )      —          (6.0 )  
Transfers into Level III       —          —          —          10.0       —          10.0   
Transfers out of Level III       (5.8 )      —          —          —          —          (5.8 )  

                                                             

Ending balance at September 30, 2012     $ 112.4     $ 1.4     $ 5.3     $ 14.3     $ 27.3     $ 160.7   
         

  

        

  

        

  

        

  

        

  

        

  

Change in unrealized losses included in net 
income related to assets still held for the three 
months ended September 30, 2012     $ —        $ —        $ —        $ —        $ (0.2 )    $ (0.2 )  

         

  

        

  

        

  

        

  

        

  

        

  

Three Months Ended September 30, 2011:               

Beginning balance at July 1, 2011     $ 182.6     $ —        $ 13.1     $ 63.8     $ 29.0     $ 288.5   
Total gains (losses):               

Recognized in net income       (0.6 )      —          —          0.4       (0.4 )      (0.6 )  
Recognized in accumulated other 

comprehensive income       (3.5 )      0.1       (0.4 )      (2.5 )      (2.2 )      (8.5 )  
Purchases       4.6       —          —          7.4       0.1       12.1   
Sales       (1.5 )      —          (5.6 )      (7.6 )      —          (14.7 )  
Issues       —          —          —          —          —          —      
Settlements       (1.1 )      (0.6 )      (0.5 )      (3.9 )      —          (6.1 )  
Transfers into Level III       —          9.7       —          7.7       —          17.4   
Transfers out of Level III       —          —          —          —          —          —      

         
  

        
  

        
  

        
  

        
  

        
  

Ending balance at September 30, 2011     $ 180.5     $ 9.2     $ 6.6     $ 65.3     $ 26.5     $ 288.1   
         

  

        

  

        

  

        

  

        

  

        

  

Change in unrealized losses included in net 
income related to assets still held for the three 
months ended September 30, 2011     $ (0.6 )    $ —        $ —        $ (0.2 )    $ (0.4 )    $ (1.2 )  
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A reconciliation of the beginning and ending balances of assets measured at fair value on a recurring basis using Level III inputs for the 
nine months ended September 30, 2012 and 2011 is as follows:  
   

Transfers between levels, if any, are recorded as of the beginning of the reporting period. During the nine months ended September 30, 
2012, certain securities, primarily other debt obligations and equity securities, that were previously classified as Level II were transferred into 
Level III as a result of previously observable inputs becoming unobservable due to market inactivity. During the nine months ended 
September 30, 2012, the transfers out of Level III of corporate securities and commercial mortgage-backed securities were for certain sub-prime 
securities transferred from Level III to Level II as a result of inputs that were previously unobservable becoming observable due to increased 
volume and level of trading in active markets. In addition, the transfers out of Level III of other debt obligations were for certain inverse floating 
rate securities transferred from Level III to Level II as a result of those securities’ impending maturity and settlement and recent trading activity 
of similar securities in observable markets.  
   

-17-  

     

Corporate 
 

Securities     

Residential 
 

Mortgage- 
backed  

Securities     

Commercial 
 

Mortgage-  
backed  

Securities     

Other Debt 
 

Obligations     
Equity  

Securities     Total   

Nine Months Ended September 30, 2012:               

Beginning balance at January 1, 2012     $ 195.1     $ —        $ 6.3     $ 59.0     $ 24.4     $ 284.8   
Total gains (losses):               

Recognized in net income       15.3       —          —          0.1       (0.5 )      14.9   
Recognized in accumulated other 

comprehensive income       (15.5 )      —          0.1       0.8       (13.2 )      (27.8 )  
Purchases       61.8       —          3.4       —          4.5       69.7   
Sales       (26.3 )      —          —          (6.6 )      (0.4 )      (33.3 )  
Issues       —          —          —          —          —          —      
Settlements       (64.5 )      —          (0.1 )      (1.0 )      —          (65.6 )  
Transfers into Level III       1.7       1.4       1.9       12.0       12.5       29.5   
Transfers out of Level III       (55.2 )      —          (6.3 )      (50.0 )      —          (111.5 )  

                                                             

Ending balance at September 30, 2012     $ 112.4     $ 1.4     $ 5.3     $ 14.3     $ 27.3     $ 160.7   
         

  

        

  

        

  

        

  

        

  

        

  

Change in unrealized losses included in net 
income related to assets still held for the nine 
months ended September 30, 2012     $ —        $ —        $ —        $ —        $ (0.6 )    $ (0.6 )  

         

  

        

  

        

  

        

  

        

  

        

  

Nine Months Ended September 30, 2011:               

Beginning balance at January 1, 2011     $ 278.4     $ 3.8     $ 7.8     $ 81.4     $ 17.3     $ 388.7   
Total gains (losses):               

Recognized in net income       5.9       —          —          (0.2 )      (4.3 )      1.4   
Recognized in accumulated other 

comprehensive income       (10.0 )      0.1       0.1       (1.5 )      3.5       (7.8 )  
Purchases       19.9       —          —          10.9       10.2       41.0   
Sales       (25.4 )      (3.6 )      (5.6 )      (19.1 )      (0.4 )      (54.1 )  
Issues       —          —          —          —          —          —      
Settlements       (129.7 )      (0.8 )      (1.1 )      (14.0 )      —          (145.6 )  
Transfers into Level III       41.4       9.7       5.4       7.8       0.2       64.5   
Transfers out of Level III       —          —          —          —          —          —      

         
  

        
  

        
  

        
  

        
  

        
  

Ending balance at September 30, 2011     $ 180.5     $ 9.2     $ 6.6     $ 65.3     $ 26.5     $ 288.1   
         

  

        

  

        

  

        

  

        

  

        

  

Change in unrealized losses included in net 
income related to assets still held for the nine 
months ended September 30, 2011     $ (0.6 )    $ —        $ —        $ (0.5 )    $ (4.3 )    $ (5.4 )  

         

  

        

  

        

  

        

  

        

  

        

  



Table of Contents  

During the three and nine months ended September 30, 2012, there were no transfers from Level I to Level II or from Level II to Level I.  

There were no material transfers between Level I, Level II and Level III during the three and nine months ended September 30, 2011.  

As disclosed in Note 3, “Business Combinations”, we completed our acquisition of 1-800 CONTACTS on June 20, 2012. We also 
completed our acquisition of CareMore on August 22, 2011. The values of net assets acquired in our acquisitions of 1-800 CONTACTS and 
CareMore and resulting goodwill and other intangible assets were recorded at fair value using Level III inputs. The majority of 1-800 
CONTACTS’ and CareMore’s assets acquired and liabilities assumed were recorded at their carrying values as of the date of acquisition, as their 
carrying values approximated their fair values due to their short-term nature. The fair values of goodwill and other intangible assets acquired in 
our acquisitions of 1-800 CONTACTS and CareMore were internally estimated based on the income approach. The income approach estimates 
fair value based on the present value of the cash flows that the assets can be expected to generate in the future. We developed internal estimates 
for the expected cash flows and discount rate in the present value calculation. Other than assets acquired and liabilities assumed in our 
acquisitions of 1-800 CONTACTS and CareMore, there were no assets or liabilities measured at fair value on a nonrecurring basis during the 
three and nine months ended September 30, 2012 or 2011.  

Our valuation policy is determined by members of our treasury and accounting departments. Whenever possible, our policy is to obtain 
quoted market prices in active markets to estimate fair values for recognition and disclosure purposes. Where quoted market prices in active 
markets are not available, fair values are estimated using discounted cash flow analyses, broker quotes or other valuation techniques. These 
techniques are significantly affected by our assumptions, including discount rates and estimates of future cash flows. Potential taxes and other 
transaction costs are not considered in estimating fair values. Our valuation policy is generally to obtain only one quoted price for each security 
from third party pricing services, which are derived through recently reported trades for identical or similar securities making adjustments 
through the reporting date based upon available market observable information. When broker quotes are used, we generally obtain only one 
broker quote per security. As we are responsible for the determination of fair value, we perform monthly analysis on the prices received from 
third parties to determine whether the prices are reasonable estimates of fair value. This analysis is performed by our internal treasury personnel 
who are familiar with our investment portfolios, the third party pricing services engaged and the valuation techniques and inputs used. Our 
analysis includes a review of month-to-month price fluctuations. If unusual fluctuations are noted in this review, we may obtain additional 
information from other pricing services to validate the quoted price. There were no adjustments to quoted market prices obtained from third 
party pricing services during the three and nine months ended September 30, 2012 or 2011.  

In addition to the preceding disclosures on assets recorded at fair value in the consolidated balance sheets, FASB guidance also requires the 
disclosure of fair values for certain other financial instruments for which it is practicable to estimate fair value, whether or not such values are 
recognized in the consolidated balance sheets.  

Non-financial instruments such as real estate, property and equipment, other current assets, deferred income taxes and intangible assets, 
and certain financial instruments such as policy liabilities are excluded from the fair value disclosures. Therefore, the fair value amounts cannot 
be aggregated to determine our underlying economic value.  

The carrying amounts reported in the consolidated balance sheets for cash, accrued investment income, premium and self-funded 
receivables, other receivables, unearned income, accounts payable and accrued expenses, income taxes receivable/payable, security trades 
pending payable, securities lending payable and certain other current liabilities approximate fair value because of the short term nature of these 
items. These assets and liabilities are not listed in the table below.  
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The following methods, assumptions and inputs were used to estimate the fair value of each class of financial instrument:  

Other invested assets, long-term : Other invested assets, long-term include primarily our investments in limited partnerships, joint ventures 
and other non-controlled corporations, as well as the cash surrender value of corporate-owned life insurance policies. In accordance with FASB 
guidance, our investments in limited partnerships, joint ventures and other non-controlled corporations are generally carried at our share in the 
entities’ undistributed earnings, which approximates fair value. As these investments are not actively traded and the corresponding inputs are 
derived from internal estimates, they are classified as Level III. Corporate-owned life insurance policies are classified as Level III and are carried 
at the cash surrender value as reported by the respective insurer, which approximates fair value.  

Short-term borrowings : The fair value of our short-term borrowings is based on quoted market prices for the same or similar debt, or, if no 
quoted market prices are available, on the current market interest rates available to us for debt of similar terms and remaining maturities.  

Long-term debt-commercial paper: The carrying amount for commercial paper approximates fair value as the underlying instruments have 
variable interest rates at market value.  

Long-term debt-notes and capital leases : The fair values of our notes are based on quoted market prices in active markets for the same or 
similar debt, or, if no quoted market prices are available, on the current market observable rates estimated to be available to us for debt of similar 
terms and remaining maturities. Capital leases are classified as Level III and are carried at the unamortized present value of the minimum lease 
payments, which approximates fair value.  

A summary of the carrying value and fair value by level of financial instruments not recorded at fair value on our consolidated balance 
sheet at September 30, 2012 are as follows:  
   

A summary of the carrying value and fair value of financial instruments not recorded at fair value on our consolidated balance sheet at 
December 31, 2011 are as follows:  
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     Carrying  
Value   

   Fair Value   
        Level I      Level II      Level III      Total   

Assets:                 
Other invested assets, long-term     $ 1,236.1      $ —         $ —         $ 1,236.1      $ 1,236.1   

Liabilities:                 

Debt:                 

Short-term borrowings       192.0        —           192.0        —           192.0   
Commercial paper       829.9        —           829.9        —           829.9   
Notes and capital leases       12,566.0        —           13,712.2        29.9        13,742.1   

     
Carrying  

Value      Fair Value   
Assets:        

Other invested assets, long-term     $ 1,103.3      $ 1,103.3   
Liabilities:        

Debt:        

Short-term borrowings       100.0        100.0   
Commercial paper       799.8        799.8   
Notes and capital leases       8,895.6        9,871.7   
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During the three months ended September 30, 2012 and 2011, we recognized income tax expense of $334.5 and $362.0, respectively, 
which represents effective tax rates of 32.6% and 34.6%, respectively. The decrease in the effective tax rate in 2012 resulted primarily from the 
settlement with the Internal Revenue Service, or IRS, of a portion of our open tax issues related to taxes at certain of our acquired companies 
incurred prior to our acquisition of those companies. This benefit was partially offset by an increase in our state deferred tax asset valuation 
allowance attributable to the uncertainty associated with some of our state net operating loss carryforwards.  

During the nine months ended September 30, 2012 and 2011, we recognized income tax expense of $1,192.8 and $1,168.3, respectively, 
which represents effective tax rates of 35.2% and 33.6%, respectively. The increase in the effective tax rate in 2012 primarily resulted from the 
non-tax deductibility of litigation settlement expenses associated with the settlement of a class action lawsuit in June 2012 and the increase in 
our state deferred tax asset valuation allowance, partially offset by the settlement with the IRS of a portion of our open tax issues related to 
certain of our acquired companies. In addition, the 2011 effective tax rate was lower due to prior year federal and state audit settlements that 
occurred during 2011.  

A number of our remaining open tax issues, primarily related to not-for-profit conversions and corporate reorganizations in prior years, still 
require approval from the Joint Committee on Taxation before they can be finalized. The resulting tax benefit from resolution of these open tax 
issues could possibly be material to our future results of operations and operating cash flows.  

For additional information regarding the settlement of a class action lawsuit in June 2012, see Note 10, “Commitments and 
Contingencies.”  

   

The components of net periodic benefit cost included in the consolidated statements of income for the three months ended September 30, 
2012 and 2011 are as follows:  
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7. Income Taxes 

8. Retirement Benefits 

     Pension Benefits     Other Benefits   
     2012     2011     2012     2011   
Service cost     $ 4.1     $ 4.4     $ 1.7     $ 1.6   
Interest cost       19.1       21.1       6.8       7.6   
Expected return on assets       (33.7 )      (32.1 )      (5.2 )      (4.4 )  
Recognized actuarial loss       7.6       6.5       3.5       2.5   
Settlement loss       4.0       3.5       —          —      
Amortization of prior service credit       (0.2 )      (0.2 )      (3.3 )      (3.3 )  

                                         

Net periodic benefit cost     $ 0.9     $ 3.2     $ 3.5     $ 4.0   
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The components of net periodic benefit cost included in the consolidated statements of income for the nine months ended September 30, 
2012 and 2011 are as follows:  
   

For the year ending December 31, 2012, no material contributions are expected to be necessary to meet the Employee Retirement Income 
Security Act, or ERISA, required funding levels; however, we may elect to make discretionary contributions up to the maximum amount 
deductible for income tax purposes. Contributions of $30.9 and $1.2 were made to our retirement benefit plans during the nine months ended 
September 30, 2012 and 2011.  

   

We have a senior revolving credit facility, or the facility, with certain lenders for general corporate purposes. The facility, as amended, 
provides credit up to $2,000.0, and matures on September 29, 2016. There were no amounts outstanding under this facility as of September 30, 
2012 or at any time during the three and nine months then ended.  

We have an authorized commercial paper program of up to $2,500.0, the proceeds of which may be used for general corporate purposes. 
At September 30, 2012, we had $829.9 outstanding under this program.  

At maturity on April 9, 2012, we refinanced the $100.0 outstanding balance of our 1.430% fixed rate Federal Home Loan Bank secured 
loan to a three month term loan with a fixed interest rate of 0.370% which matured on July 9, 2012.  

On May 7, 2012, we issued $850.0 of 3.125% notes due 2022 and $900.0 of 4.625% notes due 2042 under our shelf registration statement. 
We intend to use the proceeds from this offering for working capital and for general corporate purposes, including, but not limited to, repayment 
of short-term and long-term debt. The notes have a call feature that allows us to repurchase the notes at any time at our option and a put feature 
that allows a note holder to require us to repurchase the notes upon the occurrence of both a change in control event and a downgrade of the 
notes below an investment grade rating.  

At maturity on August 1, 2012, we repaid the $800.0 outstanding balance of our 6.800% senior unsecured notes.  

On September 10, 2012, we issued $625.0 of 1.250% notes due 2015, $625.0 of 1.875% notes due 2018, $1,000.0 of 3.300% notes due 
2023 and $1,000.0 of 4.650% notes due 2043 under our shelf registration statement. We intend to use the net proceeds of this offering to pay a 
portion of the consideration for the previously announced acquisition of Amerigroup and the balance for general corporate purposes. The notes 
have a call feature that allows us to repurchase the notes at any time at our option and a put feature that allows a note holder to require us to 
repurchase the notes upon the occurrence of both a change in control event and a downgrade of the notes below an investment grade rating. In 
addition, the notes have a mandatory redemption  
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     Pension Benefits     Other Benefits   
     2012     2011     2012     2011   
Service cost     $ 12.3     $ 13.0     $ 5.1     $ 4.8   
Interest cost       57.4       63.5       20.6       23.8   
Expected return on assets       (101.0 )      (96.2 )      (15.7 )      (13.0 )  
Recognized actuarial loss       22.8       19.4       10.6       7.7   
Settlement loss       10.6       14.2       —          —      
Amortization of prior service credit       (0.6 )      (0.6 )      (10.0 )      (8.7 )  

                                         

Net periodic benefit cost     $ 1.5     $ 13.3     $ 10.6     $ 14.6   
         

  

        

  

        

  

        

  

9. Debt 
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feature that requires us to redeem the notes in the event that the acquisition of Amerigroup is not consummated on or prior to September 9, 2013. 

Convertible Debentures  

On October 9, 2012, we issued $1,500.0 of senior convertible debentures, or the Debentures. The Debentures are governed by an indenture, 
or the Indenture, dated as of October 9, 2012 between us and The Bank of New York Mellon Trust Company, N.A., as trustee. The Debentures 
bear interest at a rate of 2.750% per year, payable semi-annually in arrears in cash on April 15 and October 15 of each year, and mature on 
October 15, 2042, unless earlier redeemed, repurchased or converted. The Debentures also have a contingent interest feature that will require us 
to pay additional interest based on certain thresholds and for certain events, as defined in the Indenture, beginning on October 15, 2022.  

Holders may convert their Debentures at their option prior to the close of business on the business day immediately preceding April 15, 
2042, only under the following circumstances: (1) during any fiscal quarter commencing after the fiscal quarter ending on December 31, 2012, if 
the last reported sale price of our common stock for at least 20 trading days during a period of 30 consecutive trading days ending on the last 
trading day of the preceding fiscal quarter is greater than or equal to 130% of the applicable conversion price on each applicable trading day; 
(2) during the five business day period after any 10 consecutive trading day period, or the measurement period, in which the trading price per 
$1,000 (whole dollars) principal amount of Debentures for each trading day of that measurement period was less than 98% of the product of the 
last reported sale price of our common stock and the applicable conversion rate on each such day; (3) if we call any or all of the Debentures for 
redemption, at any time prior to the close of business on the third scheduled trading day prior to the redemption date; or (4) upon the occurrence 
of specified corporate events, as defined in the Indenture. On and after April 15, 2042 and until the close of business on the third scheduled 
trading day immediately preceding the Debentures’ maturity date of October 15, 2042, holders may convert their Debentures at any time 
irrespective of the preceding circumstances. The Debentures are redeemable at our option at any time on or after October 20, 2022, upon the 
occurrence of certain events, as defined in the Indenture.  

Upon conversion of the Debentures, we will deliver cash up to the aggregate principal amount of the Debentures converted. With respect to 
any conversion obligation in excess of the aggregate principal amount of the Debentures converted, we have the option to settle the excess with 
cash, shares of our common stock or a combination of cash and shares of common stock based on a daily conversion value, determined in 
accordance with the Indenture. The initial conversion rate for the Debentures will be 13.2319 shares of our common stock per $1,000 (whole 
dollars) of principal amount of Debentures, which represents a 25.0% conversion premium based on the closing price of $60.46 per share of our 
common stock on October 2, 2012 (the date the Debentures’ terms were finalized) and is equivalent to an initial conversion price of 
approximately $75.575 per share of our common stock.  

The Debentures and underlying shares of our common stock have not been and will not be registered under the Securities Act of 1933, as 
amended, or the Securities Act, or any state securities laws and may not be offered or sold in the United States absent registration or an 
applicable exemption from registration requirements. The Debentures were offered and sold to qualified institutional buyers pursuant to Rule 
144A under the Securities Act. We used approximately $371.0 of the net proceeds from the issuance to repurchase shares of our common stock 
concurrently with the offering of the Debentures, with the balance to be used for general corporate purposes, including but not limited to 
additional purchases of shares of our common stock pursuant to our share repurchase program and the repayment of short-term and/or long-term 
debt.  
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Litigation  

In the ordinary course of business, we are defendants in, or parties to, a number of pending or threatened legal actions or proceedings. To 
the extent a plaintiff or plaintiffs in the following cases have specified in their complaint or in other court filings the amount of damages being 
sought, we have noted those alleged damages in the descriptions below. With respect to the cases described below, we contest liability and/or the 
amount of damages in each matter and believe we have meritorious defenses.  

In the Los Angeles County Superior Court, we are defending a lawsuit filed by the Los Angeles City Attorney alleging the wrongful 
rescission of individual insurance policies and representations made concerning rescission practices and policies. The suit names WellPoint as 
well as Blue Cross of California, or BCC, and BC Life & Health Insurance Company, or BCL&H (which name changed to Anthem Blue Cross 
Life and Health Insurance Company in July 2007), both WellPoint subsidiaries. The lawsuit generally alleges unfair business practices in a 
purported practice of rescinding new individual members following the submission of large claims. The Los Angeles City Attorney filed an 
amended complaint in October 2010, adding claims of misrepresentation arising from several public statements made by the Company during 
2010. The Los Angeles City Attorney is requesting two thousand five hundred dollars ($2,500) per alleged violation of the California Business 
and Professions Code. We intend to vigorously defend this suit; however, the ultimate outcome cannot be presently determined.  

We are currently defending two certified class actions filed as a result of the 2001 demutualization of Anthem Insurance Companies, Inc., 
or AICI, and the initial public offering of common stock, or IPO, for its holding company, Anthem, Inc. (n/k/a WellPoint, Inc.). The suits name 
AICI as well as Anthem, Inc., or Anthem, n/k/a WellPoint, Inc. The suits are captioned as Ronald Gold, et al. v. Anthem, Inc. et al. and Mary E. 
Ormond, et al. v. Anthem, Inc., et al . AICI’s 2001 Plan of Conversion, or the Plan, provided for the conversion of AICI from a mutual insurance 
company into a stock insurance company pursuant to Indiana law. Under the Plan, AICI distributed the fair value of the company at the time of 
conversion to its Eligible Statutory Members, or ESMs, in the form of cash or Anthem common stock in exchange for their membership interests 
in the mutual company. The lawsuits generally allege that AICI distributed value to the wrong ESMs or distributed insufficient value to the 
ESMs. In Gold , cross motions for summary judgment were granted in part and denied in part on July 26, 2006 with regard to the issue of 
sovereign immunity asserted by co-defendant, the State of Connecticut, or the State. The court also denied our motion for summary judgment as 
to plaintiffs’ claims on January 10, 2005. The State appealed the denial of its motion to the Connecticut Supreme Court. We filed a cross-appeal 
on the sovereign immunity issue. On May 11, 2010, the Court reversed the judgment of the trial court denying the State’s motion to dismiss the 
plaintiff’s claims under sovereign immunity and dismissed our cross-appeal. The case was remanded to the trial court for further proceedings. 
Plaintiffs’ motion for class certification was granted on December 15, 2011. We intend to vigorously defend the Gold lawsuit; however, its 
ultimate outcome cannot be presently determined. In the Ormond suit, our motion to dismiss was granted in part and denied in part on March 31, 
2008. The Court dismissed the claims for violation of federal and state securities laws, for violation of the Indiana Demutualization Law, for 
unjust enrichment, and for negligent misrepresentation with respect to ESMs residing in Indiana. On September 29, 2009, a class was certified 
with respect to some but not all claims asserted in the plaintiffs’ Fourth Amended Complaint. The class consists of all ESMs residing in Ohio, 
Indiana, Kentucky or Connecticut who received cash compensation in connection with the demutualization. The class does not include 
employers located in Ohio and Connecticut that received cash distributions pursuant to the Plan. On July 1, 2011, the Court issued an Order 
granting in part and denying in part our motion for summary judgment. The Court held that we were entitled to judgment on all of plaintiffs’ 
claims except those tort claims in connection with the pricing and sizing of the Anthem, Inc. IPO. The parties have reached an agreement to 
resolve the Ormond suit. On June 15, 2012, plaintiffs filed an unopposed motion for preliminary approval of a $90.0 cash settlement, including 
any amounts to be awarded for attorneys’ fees and expenses and other costs to administer the settlement. As a result, during the six months 
ended June 30, 2012, we recorded selling, general and administrative expense of $90.0, or $0.27 per diluted share, associated with this  
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settlement, which was non-deductible for tax purposes. The Court granted plaintiffs’ motion and entered preliminary approval of the settlement 
on June 18, 2012. As a result, the trial that had been set for June 18, 2012 was vacated. The cash settlement was paid on July 3, 2012 into an 
escrow account. A final fairness hearing on the settlement was held on October 25, 2012. The Court approved the settlement agreement and 
dismissed the matter with prejudice but took the issue of attorneys’ fees under advisement. On November 4, 2009 a class was certified in the 
Ronald E. Mell, Sr., et al. v. Anthem, Inc., et al suit. That class consisted of persons who were continuously enrolled in the health benefit plan 
sponsored by the City of Cincinnati between June 18, 2001 and November 2, 2001. On March 3, 2010, the Court issued an order granting our 
motion for summary judgment. As a result, the Mell suit was dismissed. The plaintiffs filed an appeal with the United States Court of Appeals 
for the Sixth Circuit Court. Argument on the appeal was held on January 20, 2012. The United States Court of Appeals for the Sixth Circuit 
Court upheld the district court’s dismissal of the suit on July 25, 2012. The plaintiff’s did not file a petition for a writ of certiori with the United 
States Supreme Court.  

We are currently a defendant in a putative class action relating to out-of-network, or OON, reimbursement of dental claims called 
American Dental Association v. WellPoint Health Networks, Inc. and Blue Cross of California. The lawsuit was filed in March 2002 by the 
American Dental Association, and three dentists who are suing on behalf of themselves and are seeking to sue on behalf of a nationwide class of 
all non-participating dental providers who were paid less than their actual charges for dental services provided to members of some of our 
affiliates’ and subsidiaries’ dental plans. The dentists sue as purported assignees of their patients’ rights to benefits under our dental plans. The 
complaint alleges that we breached our contractual obligations in violation of ERISA by paying usual, customary and reasonable, or UCR, rates, 
rather than the dentists’ actual charges, allegedly relying on undisclosed, non-existent or flawed UCR data. The plaintiffs claim, among other 
things, that the data failed to account for differences in geography, provider specialty, outlier (high) charges, and complexity of procedure. The 
complaint further alleges that we were aware that the data was inappropriate to set UCR rates and that we routinely paid OON dentists less than 
their actual charges, representing that our OON payments were properly determined usual, customary and reasonable rates. The suit was pending 
in the United States District Court for the Southern District of Florida. On December 23, 2011, the District Court granted our motion for 
summary judgment and dismissed the case. The plaintiffs filed a notice of appeal with the United States Court of Appeals for the Eleventh 
Circuit. On October 23, 2012, the Court affirmed the entry of summary judgment in the Company’s favor.  

We are currently a defendant in eleven putative class actions relating to OON reimbursement that were consolidated into a single multi-
district lawsuit called In re WellPoint, Inc. Out-of-Network “UCR” Rates Litigation that is pending in the United States District Court for the 
Central District of California. The lawsuits were filed in 2009. The plaintiffs include current and former members on behalf of a putative class of 
members who received OON services for which the defendants paid less than billed charges, the American Medical Association, four state 
medical associations, OON physicians, chiropractors, clinical psychologists, podiatrists, psychotherapists, the American Podiatric Association, 
California Chiropractic Association and the California Psychological Association on behalf of a putative class of all physicians and all non-
physician health care providers, and an OON surgical center. In the consolidated complaint, the plaintiffs allege that the defendants violated the 
Racketeer Influenced and Corrupt Organizations Act, or RICO, the Sherman Antitrust Act, ERISA, federal regulations, and state law by relying 
on databases provided by Ingenix in determining OON reimbursement. A consolidated amended complaint was filed to add allegations in the 
lawsuit that OON reimbursement was calculated improperly by methodologies other than the Ingenix databases. We filed a motion to dismiss the 
amended consolidated complaint. The motion was granted in part and denied in part. The court gave the plaintiffs permission to replead many of 
those claims that were dismissed. The plaintiffs then filed a third amended consolidated complaint repleading some of the claims that had been 
dismissed without prejudice and adding additional statements in an attempt to bolster other claims. We filed a motion to dismiss the third 
amended consolidated complaint, which was granted in part and denied in part. The plaintiffs filed a fourth amended consolidated complaint on 
November 5, 2012. The OON surgical center voluntarily dismissed their claims. Fact discovery is complete. At the end of 2009, we filed a 
motion in the United States District Court for the Southern District of Florida, or the Florida Court, to enjoin the claims brought by the medical 
doctors and  
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doctors of osteopathy and certain medical associations based on prior litigation releases, which was granted in 2011, and that court ordered the 
plaintiffs to dismiss their claims that are barred by the release. The plaintiffs then filed a petition for declaratory judgment asking the court to 
find that these claims are not barred by the releases from the prior litigation. We filed a motion to dismiss the declaratory judgment action, which 
was granted. The plaintiffs appealed the dismissal of the declaratory judgment to the United States Court of Appeals for the Eleventh Circuit, but 
the dismissal was upheld. The enjoined physicians have not yet dismissed their claims. The Florida Court found the enjoined physicians in 
contempt and sanctioned them on July 25, 2012. The barred physicians are paying the sanctions. We intend to vigorously defend these suits; 
however, their ultimate outcome cannot be presently determined.  

Where available information indicates that it is probable that a loss has been incurred as of the date of the consolidated financial statements 
and we can reasonably estimate the amount of that loss, we accrue the estimated loss by a charge to income. In many proceedings, however, it is 
difficult to determine whether any loss is probable or reasonably possible. In addition, even where loss is possible or an exposure to loss exists in 
excess of the liability already accrued with respect to a previously identified loss contingency, it is not always possible to reasonably estimate the 
amount of the possible loss or range of loss.  

With respect to many of the proceedings to which we are a party, we cannot provide an estimate of the possible losses, or the range of 
possible losses in excess of the amount, if any, accrued, for various reasons, including but not limited to some or all of the following: (i) there are 
novel or unsettled legal issues presented, (ii) the proceedings are in early stages, (iii) there is uncertainty as to the likelihood of a class being 
certified or decertified or the ultimate size and scope of the class, (iv) there is uncertainty as to the outcome of pending appeals or motions, 
(v) there are significant factual issues to be resolved, and/or (vi) in many cases, the plaintiffs have not specified damages in their complaint or in 
court filings. For those legal proceedings where a loss is probable, or reasonably possible, and for which it is possible to reasonably estimate the 
amount of the possible loss or range of losses, we currently believe that the range of possible losses, in excess of established reserves, for all of 
those proceedings is from $0 to approximately $350.0 at September 30, 2012. This estimated aggregate range of reasonably possible losses is 
based upon currently available information taking into account our best estimate of such losses for which such an estimate can be made.  

Other Contingencies  

From time to time, we and certain of our subsidiaries are parties to various legal proceedings, many of which involve claims for coverage 
encountered in the ordinary course of business. We, like HMOs and health insurers generally, exclude certain health care and other services from 
coverage under our HMO, PPO and other plans. We are, in the ordinary course of business, subject to the claims of our enrollees arising out of 
decisions to restrict or deny reimbursement for uncovered services. The loss of even one such claim, if it results in a significant punitive damage 
award, could have a material adverse effect on us. In addition, the risk of potential liability under punitive damage theories may increase 
significantly the difficulty of obtaining reasonable settlements of coverage claims.  

In addition to the lawsuits described above, we are also involved in other pending and threatened litigation of the character incidental to 
our business, and are from time to time involved as a party in various governmental investigations, audits, reviews and administrative 
proceedings. These investigations, audits, reviews and administrative proceedings include routine and special inquiries by state insurance 
departments, state attorneys general, the U.S. Attorney General and subcommittees of the U.S. Congress. Such investigations, audits, reviews 
and administrative proceedings could result in the imposition of civil or criminal fines, penalties, other sanctions and additional rules, regulations 
or other restrictions on our business operations. Any liability that may result from any one of these actions, or in the aggregate, could have a 
material adverse effect on our consolidated financial position or results of operations.  

The National Organization of Life & Health Insurance Guaranty Associations, or NOLHGA, is a voluntary organization consisting of the 
state life and health insurance guaranty associations located throughout the U.S.  
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State life and health insurance guaranty associations, working together with NOLHGA, provide a safety net for their state’s policyholders, 
ensuring that they continue to receive coverage even if their insurer is declared insolvent. We are aware that the Pennsylvania Insurance 
Commissioner, or Insurance Commissioner, has placed Penn Treaty Network America Insurance Company and its subsidiary American Network 
Insurance Company, or collectively Penn Treaty, in rehabilitation, an intermediate action before insolvency. The state court denied the Insurance 
Commissioner’s petition for the liquidation of Penn Treaty and ordered the Commissioner to file an updated plan of rehabilitation. The Insurance 
Commissioner has filed a Notice of Appeal asking the Pennsylvania Supreme Court to reverse the order denying the liquidation petition. In the 
event rehabilitation of Penn Treaty is unsuccessful and Penn Treaty is declared insolvent and placed in liquidation, we and other insurers may be 
required to pay a portion of their policyholder claims through state guaranty association assessments in future periods. Given the uncertainty 
around whether Penn Treaty will ultimately be declared insolvent and, if so, the amount of the insolvency, the amount and timing of any 
associated future guaranty fund assessments and the availability and amount of any potential premium tax and other offsets, we currently cannot 
estimate our net exposure, if any, to this potential insolvency. We will continue to monitor the situation and may record a liability and expense in 
future reporting periods, which could be material to our cash flows and results of operations.  

Contractual Obligations and Commitments  

We are a party to an agreement with Express Scripts, Inc., or Express Scripts, to provide pharmacy benefit management services for our 
plans. The initial term of this agreement expires on December 31, 2019. Under this agreement, Express Scripts is the exclusive provider of 
certain specified pharmacy benefit management services, such as pharmacy network management, home delivery, pharmacy customer service, 
claims processing, rebate management, drug utilization and specialty pharmaceutical management services. Accordingly, the agreement contains 
certain financial and operational requirements obligating both Express Scripts and us. Express Scripts’ primary obligations relate to the 
performance of such services and meeting certain pricing guarantees and performance standards. Our primary obligations relate to oversight, 
provision of data, payment for services and certain minimum volume requirements. The failure by either party to meet the respective 
requirements could potentially serve as a basis for financial penalties or early termination of the contract. We believe we have appropriately 
recognized all rights and obligations under this contract at September 30, 2012.  

During the first quarter of 2010, we entered into a new agreement with International Business Machines Corporation to provide 
information technology infrastructure services. This new agreement supersedes certain prior agreements and also includes provisions for 
additional services. Our remaining commitment under this agreement at September 30, 2012 was $636.6 over a two and a half year period. We 
have the ability to terminate this agreement upon the occurrence of certain events, subject to early termination fees.  

On March 31, 2009, we entered into an agreement with Affiliated Computer Services, Inc. to provide certain print and mailroom services 
that were previously performed in-house. Our remaining commitment under this agreement at September 30, 2012 was $220.0 over a three and a 
half year period. We have the ability to terminate this agreement upon the occurrence of certain events, subject to early termination fees.  

   

Use of Capital – Dividends and Stock Repurchase Program  

We regularly review the appropriate use of capital, including common stock repurchases and dividends to shareholders. The declaration 
and payment of any dividends or repurchases of our common stock are at the discretion of our Board of Directors and depend upon our financial 
condition, results of operations, future liquidity needs, regulatory and capital requirements and other factors deemed relevant by our Board of 
Directors.  
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A summary of the cash dividend activity for the nine months ended September 30, 2012 and 2011 is as follows:  
   

Under our Board of Directors’ authorization, we maintain a common stock repurchase program. Repurchases may be made from time to 
time at prevailing market prices, subject to certain restrictions on volume, pricing and timing. The repurchases are effected from time to time in 
the open market, in private transactions, including accelerated share repurchase agreements, and through plans designed to comply with Rule 
10b5-1 under the Securities Exchange Act of 1934, as amended. Our stock repurchase program is discretionary as we are under no obligation to 
repurchase shares. We repurchase shares under the program when we believe it is a prudent use of capital. The excess cost of repurchased shares 
over par value is charged on a pro rata basis to additional paid-in capital and retained earnings.  

A summary of share repurchases for the period October 1, 2012 through October 31, 2012 (subsequent to September 30, 2012) and for the 
nine months ended September 30, 2012 and 2011 is as follows:  
   

Stock Incentive Plan s  

A summary of stock option activity for the nine months ended September 30, 2012 is as follows:  
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Declaration Date    Record Date      Payment Date      

Cash  
Dividend 
per Share      Total   

Nine Months Ended September 30, 2012             

January 24, 2012       March 9, 2012         March 23, 2012       $ 0.2875      $ 95.8   
May 16, 2012       June 8, 2012         June 25, 2012         0.2875        93.5   
July 24, 2012       September 10, 2012         September 25, 2012         0.2875        90.7   

Nine Months Ended September 30, 2011             

February 22, 2011       March 10, 2011         March 25, 2011       $ 0.25      $ 92.8   
May 17, 2011       June 10, 2011         June 24, 2011         0.25        91.1   
July 26, 2011       September 9, 2011         September 23, 2011         0.25        88.2   

     
October 1, 2012 

Through  
October 31, 2012   

   
Nine Months Ended  

September 30   
        2012      2011   
Shares repurchased       10.4        28.6        34.2   
Average price per share     $ 60.94      $ 63.85      $ 68.87   
Aggregate cost     $ 634.3      $ 1,828.8      $ 2,354.2   
Authorization remaining at the end of each period     $ 1,870.6      $ 2,504.9      $ 5,019.3   

     

Number of 
 

Shares     

Weighted-  
Average  

Option Price 
 

per Share      

Weighted-  
Average  

Remaining 
Contractual 

 
Life (Years)      

Aggregate 
 

Intrinsic  
Value   

Outstanding at January 1, 2012       20.0     $ 62.30         

Granted       1.7       66.24         

Exercised       (1.9 )      45.69         
Forfeited or expired       (1.3 )      73.52         

                   

Outstanding at September 30, 2012       18.5       63.58        3.6      $ 92.9   
         

  

        

Exercisable at September 30, 2012       16.1       63.30        3.2      $ 92.7   
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A summary of nonvested restricted stock unit activity for the nine months ended September 30, 2012 is as follows:  
   

Fair Value  

We use a binomial lattice valuation model to estimate the fair value of all stock options granted. For a more detailed discussion of our 
stock incentive plan fair value methodology, see Note 15, “Capital Stock,” to our audited consolidated financial statements as of and for the year 
ended December 31, 2011 included in our 2011 Annual Report on Form 10-K.  

The following weighted-average assumptions were used to estimate the fair values of options granted during the nine months ended 
September 30, 2012 and 2011:  
   

The following weighted-average fair values were determined for the nine months ended September 30, 2012 and 2011:  
   

   

The denominator for basic and diluted earnings per share for the three and nine months ended September 30, 2012 and 2011 is as follows:  
   

During the three months ended September 30, 2012 and 2011, weighted average shares related to certain stock options of 14.8 and 10.9, 
respectively, were excluded from the denominator for diluted earnings per share  
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Restricted 
 

Stock  
Units     

Weighted- 
Average  

Grant Date 
 

Fair Value 
per Share   

Nonvested at January 1, 2012       4.0     $ 56.00   
Granted       1.9       66.20   
Vested       (2.1 )      48.76   
Forfeited       (0.3 )      65.39   

             

Nonvested at September 30, 2012       3.5       65.29   
         

  

  

     2012     2011   

Risk-free interest rate       1.41 %      2.84 %  
Volatility factor       34.00 %      34.00 %  
Quarterly dividend yield       0.400 %      0.379 %  
Weighted-average expected life (years)       4.1       4.0   

     2012      2011   

Options granted during the period     $ 16.51      $ 17.84   

12. Earnings per Share 

     

Three Months  
Ended  

September 30      

Nine Months  
Ended  

September 30   
     2012      2011      2012      2011   
Denominator for basic earnings per share – weighted average shares       318.9        356.0        327.2        365.3   
Effect of dilutive securities – employee and director stock options and non-vested restricted stock awards       3.0        4.4        3.5        5.0   

         
  

         
  

         
  

         
  

Denominator for diluted earnings per share       321.9        360.4        330.7        370.3   
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because the stock options were anti-dilutive. During the nine months ended September 30, 2012 and 2011, weighted average shares related to 
certain stock options of 11.9 and 10.3, respectively, were excluded from the denominator for diluted earnings per share because the stock options 
were anti-dilutive.  

During the nine months ended September 30, 2012, we issued approximately 1.9 restricted stock units under our stock incentive plans, 0.8 
of whose vesting is contingent upon us meeting specified annual performance targets for 2012. The contingent restricted stock units have been 
excluded from the denominator for diluted earnings per share and will be included only if and when the contingency is met.  

   

Our organizational structure is comprised of three reportable segments: Commercial, Consumer and Other, as further described in Note 20, 
“Segment Information,” to our audited consolidated financial statements as of and for the year ended December 31, 2011 included in our 2011 
Annual Report on Form 10-K.  

Financial data by reportable segment for the three and nine months ended September 30, 2012 and 2011 is as follows:  
   

A reconciliation of reportable segments operating revenues to total revenues reported in the consolidated statements of income for the three 
and nine months ended September 30, 2012 and 2011 is as follows:  
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13. Segment Information 

     Commercial      Consumer      Other      Total   

Three Months Ended September 30, 2012:              

Operating revenue from external customers     $ 8,360.6      $ 4,879.1      $ 1,894.0      $ 15,133.7   
Operating gain       818.6        184.7        0.5        1,003.8   
Three Months Ended September 30, 2011:              

Operating revenue from external customers     $ 8,657.9      $ 4,576.4      $ 1,920.8      $ 15,155.1   
Operating gain       711.5        245.2        15.9        972.6   
Nine Months Ended September 30, 2012:              

Operating revenue from external customers     $ 25,255.8      $ 14,456.0      $ 5,745.4      $ 45,457.2   
Operating gain       2,581.6        613.5        13.0        3,208.1   
Nine Months Ended September 30, 2011:              
Operating revenue from external customers     $ 25,868.8      $ 13,164.2      $ 5,656.7      $ 44,689.7   
Operating gain       2,583.8        627.7        58.1        3,269.6   

     
Three Months Ended  

September 30     
Nine Months Ended  

September 30   
     2012     2011     2012     2011   

Reportable segments operating revenues     $ 15,133.7     $ 15,155.1     $ 45,457.2     $ 44,689.7   
Net investment income       168.6       170.9       507.0       543.5   
Net realized gains on investments       54.6       94.9       232.0       193.5   
Other-than-temporary impairment losses recognized in 

income       (3.8 )      (22.9 )      (20.6 )      (33.7 )  
                                         

Total revenues     $ 15,353.1     $ 15,398.0     $ 46,175.6     $ 45,393.0   
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A reconciliation of reportable segments operating gain to income before income tax expense included in the consolidated statements of 
income for the three and nine months ended September 30, 2012 and 2011 is as follows:  
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Three Months Ended  

September 30     
Nine Months Ended  

September 30   
     2012     2011     2012     2011   

Reportable segments operating gain     $ 1,003.8     $ 972.6     $ 3,208.1     $ 3,269.6   
Net investment income       168.6       170.9       507.0       543.5   
Net realized gains on investments       54.6       94.9       232.0       193.5   
Other-than-temporary impairment losses recognized in income       (3.8 )      (22.9 )      (20.6 )      (33.7 )  
Interest expense       (133.6 )      (108.2 )      (360.3 )      (317.7 )  
Amortization of other intangible assets       (63.9 )      (62.1 )      (182.1 )      (175.5 )  

                                         

Income before income tax expense     $ 1,025.7     $ 1,045.2      $ 3,384.1     $ 3,479.7    
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(In Millions, Except Per Share Data or Otherwise Stated Herein)  

References to the terms “we”, “our” or “us” used throughout this Management’s Discussion and Analysis of Financial Condition and 
Results of Operations, or MD&A, refer to WellPoint, Inc., an Indiana corporation, and unless the context otherwise requires, its direct and 
indirect subsidiaries.  

This MD&A should be read in conjunction with our audited consolidated financial statements as of and for the year ended December 31, 
2011 and the MD&A included in our 2011 Annual Report on Form 10-K, and our unaudited consolidated financial statements and 
accompanying notes as of and for the three and nine months ended September 30, 2012 included in this Form 10-Q. Results of operations, cost 
of care trends, investment yields and other measures for the three and nine month periods ended September 30, 2012 are not necessarily 
indicative of the results and trends that may be expected for the full year ending December 31, 2012. Also see Part I, Item 1A, “Risk Factors” of 
our 2011 Annual Report on Form 10-K and Part II, Item 1A, “Risk Factors” of this Form 10-Q.  

Overview  

We manage our operations through three reportable segments: Commercial, Consumer and Other. For additional information about our 
organization, see the “Overview” section of Part II, Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of 
Operations” included in our 2011 Annual Report on Form 10-K.  

Executive Summary  

We are one of the largest health benefits companies in the United States, serving approximately 33.5 medical members through our 
affiliated health plans and more than 63.7 individuals through all subsidiaries as of September 30, 2012. We are an independent licensee of the 
Blue Cross and Blue Shield Association, or BCBSA, an association of independent health benefit plans. We serve our members as the Blue 
Cross licensee for California and as the Blue Cross and Blue Shield, or BCBS, licensee for: Colorado, Connecticut, Georgia, Indiana, Kentucky, 
Maine, Missouri (excluding 30 counties in the Kansas City area), Nevada, New Hampshire, New York (as BCBS in 10 New York City 
metropolitan and surrounding counties, and as Blue Cross or BCBS in selected upstate counties only), Ohio, Virginia (excluding the Northern 
Virginia suburbs of Washington, D.C.), and Wisconsin. In a majority of these service areas we do business as Anthem Blue Cross, Anthem Blue 
Cross and Blue Shield, Blue Cross and Blue Shield of Georgia, Empire Blue Cross Blue Shield, or Empire Blue Cross (in our New York service 
areas). We also serve customers throughout the country as UniCare and in certain California, Arizona and Nevada markets through our 
CareMore Health Group, Inc., or CareMore, subsidiary. We are licensed to conduct insurance operations in all 50 states through our subsidiaries. 
We also sell contact lenses, eyeglasses and other ocular products through our recently acquired 1-800 CONTACTS, Inc., or 1-800 CONTACTS, 
subsidiary.  

Operating revenue for the three months ended September 30, 2012 was $15,133.7, a decrease of $21.4, or 0.1%, from the three months 
ended September 30, 2011, reflecting lower premium revenue in our Commercial segment, partially offset by higher premium revenue in our 
Consumer segment. The lower premiums in our Commercial segment were driven primarily by fully insured membership declines in our Local 
Group business resulting from strategic product portfolio changes in certain markets, competitive pressure in certain markets and unfavorable 
economic conditions, partially offset by premium rate increases designed to cover overall cost trends. The higher premiums in our Consumer 
segment resulted primarily from membership growth in our Senior Medicare Advantage business, including additional membership from 
CareMore, which was acquired in August 2011, and growth in our State-Sponsored business resulting primarily from retroactive premium rate 
increases in  
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the California market. In addition, increased other revenue in our Commercial segment resulting primarily from product sales by our 1-800 
CONTACTS business, which was acquired in June 2012, partially offset the decline in premium revenue.  

Operating revenue for the nine months ended September 30, 2012 was $45,457.2, an increase of $767.5, or 1.7%, from the nine months 
ended September 30, 2011, reflecting higher premium revenue in our Consumer segment, partially offset by lower premium revenue in our 
Commercial segment. The higher premiums in our Consumer segment primarily resulted from membership growth in our Senior Medicare 
Advantage business, including additional membership from CareMore. The premium revenue decrease in our Commercial segment was driven 
primarily by fully insured membership declines in our Local Group business resulting from strategic product portfolio changes in certain 
markets, competitive pressure in certain markets and unfavorable economic conditions, partially offset by premium rate increases in our Local 
Group business designed to cover overall cost trends.  

Net income for the three months ended September 30, 2012 was $691.2, an increase of $8.0, or 1.2%, from the three months ended 
September 30, 2011. This increase in net income was primarily driven by a higher operating gain in our Commercial segment, partially offset by 
lower operating gains in our Consumer and Other segments. Our fully-diluted earnings per share, or EPS, was $2.15 for the three months ended 
September 30, 2012, which represented a 13.2% increase over the EPS of $1.90 for the three months ended September 30, 2011. The increase in 
EPS resulted primarily from the lower number of shares outstanding in 2012 due to share buyback activity under our share repurchase program 
and the increase in net income.  

Net income for the nine months ended September 30, 2012 was $2,191.3, a decrease of $120.1, or 5.2%, from the nine months ended 
September 30, 2011. This decrease in net income was primarily driven by lower operating results in our Other, Consumer and Commercial 
segments, including the impact of non-tax deductible litigation settlement costs recorded in June 2012 resulting in higher general and 
administrative expense and income tax expense, as well as increased interest expense resulting from higher outstanding debt balances. For 
additional details, see Note 10, “Commitments and Contingencies,” to our unaudited consolidated financial statements included in Part 1, Item 1 
of this Form 10-Q and “Consolidated Results of Operations – Nine Months Ended September 30, 2012 Compared to the Nine Months Ended 
September 30, 2011” included in this MD&A. Our fully-diluted EPS was $6.63 for the nine months ended September 30, 2012, which 
represented a 6.2% increase over the EPS of $6.24 for the nine months ended September 30, 2011. The increase in EPS resulted primarily from 
the lower number of shares outstanding in 2012 due to share buyback activity under our share repurchase program, partially offset by the decline 
in net income.  

Our results of operations discussed throughout this MD&A are determined in accordance with U.S. generally accepted accounting 
principles, or GAAP. We also calculate adjusted net income and adjusted EPS, which are non-GAAP measures, to further aid investors in 
understanding and analyzing our core operating results and comparing them among periods. Adjusted net income and adjusted EPS exclude 
realized gains and losses on investments, other-than-temporary losses on investments recognized in income and certain other items, if applicable, 
that we do not consider as part of our core operating results. Operating gain is calculated as total operating revenue less benefit expense, selling, 
general and administrative expense and cost of products. We use these measures as a basis for evaluating segment performance, allocating 
resources, setting incentive compensation targets and for forecasting future operating periods. This information is not intended to be considered 
in isolation or as a substitute for net income or diluted EPS prepared in accordance with GAAP, and may not be comparable to similarly titled 
measures reported by other companies. For additional details on operating gain, see our “Consolidated Results of Operations” discussion within 
this MD&A.  
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The table below reconciles net income and EPS calculated in accordance with GAAP to adjusted net income and adjusted EPS for the three 
months ended September 30, 2012 and 2011.  
   

The table below reconciles net income and EPS calculated in accordance with GAAP to adjusted net income and adjusted EPS for the nine 
months ended September 30, 2012 and 2011.  
   

Operating cash flow for the nine months ended September 30, 2012 was $1,984.8, or 0.9 times net income. Operating cash flow for the 
nine months ended September 30, 2011 was $3,316.5. The decrease in operating cash flow from 2011 of $1,331.7 was driven primarily by the 
timing of premium receipts related to federal government contracts. We received ten monthly premium payments related to these government 
contracts during 2011, while we only received nine monthly premium payments during 2012. In addition, the decrease in  
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Three Months Ended  

September 30               
     2012      2011     Change     % Change   
Net income     $ 691.2      $ 683.2     $ 8.0       1.2 %  
Less:            

Net realized gains on investments       54.6        94.9       (40.3 )    
Other-than-temporary impairment losses on investments       (3.8 )       (22.9 )      19.1     
Acquisition and integration related costs       (21.3 )       —          (21.3 )    
Tax effect of adjustments       (10.4 )       (25.2 )      14.8     

                                  

Adjusted net income     $ 672.1      $ 636.4     $ 35.7       5.6 %  
         

  

         

  

        

  

  

EPS     $ 2.15      $ 1.90     $ 0.25       13.2 %  
Less:            

Net realized gains on investments       0.17        0.26       (0.09 )    
Other-than-temporary impairment losses on investments       (0.01 )       (0.06 )      0.05     
Acquisition and integration related costs       (0.07 )       —          (0.07 )    
Tax effect of adjustments       (0.03 )       (0.07 )      0.04     

                                  

Adjusted EPS     $ 2.09      $ 1.77     $ 0.32       18.1 %  
         

  

         

  

        

  

  

     
Nine Months Ended  

September 30               
     2012     2011     Change     % Change   
Net income     $ 2,191.3     $ 2,311.4     $ (120.1 )      (5.2 )%  
Less:           

Net realized gains on investments       232.0       193.5       38.5     
Other-than-temporary impairment losses on investments       (20.6 )      (33.7 )      13.1     
Litigation related costs       (24.0 )      —          (24.0 )    
Acquisition and integration related costs       (33.1 )      —          (33.1 )    
Tax effect of adjustments       (103.4 )      (55.9 )      (47.5 )    

                                 

Adjusted net income     $ 2,140.4     $ 2,207.5     $ (67.1 )      (3.0 )%  
         

  

        

  

        

  

  

EPS     $ 6.63     $ 6.24     $ 0.39       6.2 %  
Less:           

Net realized gains on investments       0.70       0.52       0.18     
Other-than-temporary impairment losses on investments       (0.06 )      (0.09 )      0.03     
Litigation related costs       (0.07 )      —          (0.07 )    
Acquisition and integration related costs       (0.10 )      —          (0.10 )    
Tax effect of adjustments       (0.31 )      (0.15 )      (0.16 )    

                                 

Adjusted EPS     $ 6.47     $ 5.96     $ 0.51       8.6 %  
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operating cash flow in 2012 was impacted by payments related to the run-out of medical claims for former members, increased litigation 
settlement payments, the addition of required minimum medical loss ratio rebate payments and overall lower net income.  

Significant Transactions  

Acquisition of 1-800 CONTACTS  

On June 20, 2012, we completed our acquisition of 1-800 CONTACTS, the largest direct-to-consumer retailer of contact lenses in the 
United States, whose model is built on providing a superior customer experience and a wide selection of ocular products at affordable prices. 
The acquisition strategically aligns with our efforts to capitalize on new opportunities for growth to diversify our revenue stream into 
complementary and higher-margin specialty businesses. For additional information regarding this acquisition, see Note 3, “Business 
Combinations,” to our unaudited consolidated financial statements included in Part I, Item 1 of this Form 10-Q.  

Pending Acquisition of AMERIGROUP Corporation  

On July 9, 2012, we announced that we had entered into a definitive agreement to acquire AMERIGROUP Corporation, or Amerigroup, 
one of the nation’s leading managed care companies that is focused on meeting the health care needs of financially vulnerable Americans. This 
acquisition will further our goal of creating better health care quality at more affordable prices for our customers. It will also advance our 
capabilities to more effectively and efficiently serve the growing Medicaid population, including the expanding dual eligible, seniors, persons 
with disabilities and long-term services and support markets. Under the terms of the agreement, we will pay $92.00 per share in cash to acquire 
all of the outstanding shares of Amerigroup for an estimated transaction value of approximately $4,900.0. The acquisition, which was approved 
by Amerigroup’s shareholders on October 23, 2012, remains subject to certain state regulatory approvals, standard closing conditions and 
approvals required under the Hart-Scott-Rodino Antitrust Improvements Act, and is expected to close in the fourth quarter of 2012.  

Sources and Uses of Capital  

We regularly review the appropriate sources and uses of capital, including debt borrowings, common stock repurchases and dividends to 
shareholders. The issuance of debt and the declaration and payment of any dividends or repurchases of our common stock are at the discretion of 
our Board of Directors and depend upon our financial condition, results of operations, future liquidity needs, regulatory and capital requirements 
and other factors deemed relevant by our Board of Directors.  

For additional information regarding our sources and uses of capital during the three and nine months ended September 30, 2012, see Note 
9, “Debt,” and the “Use of Capital – Dividends and Stock Repurchase Program” section of Note 11, “Capital Stock,” to our unaudited 
consolidated financial statements included in Part I, Item 1 of this Form 10-Q.  

Membership  

Our medical membership includes seven different customer types: Local Group, Individual, National Accounts, BlueCard, Senior, State-
Sponsored and FEP. BCBSA-branded business generally refers to members in our service areas licensed by the BCBSA. Non-BCBSA-branded 
business refers to UniCare members predominantly outside of our BCBSA service areas and members from our CareMore subsidiary. For a 
more detailed description of our medical membership, see the “Membership” section of Part II, Item 7, “Management’s Discussion and Analysis 
of Financial Condition and Results of Operations” included in our 2011 Annual Report on Form 10-K.  

The following table presents our medical membership by customer type, funding arrangement and reportable segment as of September 30, 
2012 and 2011. Also included below is other membership by product.  
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The medical membership and other membership presented are unaudited and in certain instances include estimates of the number of members 
represented by each contract at the end of the period.  
   

Medical Membership (in thousands)  

During the twelve months ended September 30, 2012, total medical membership decreased 862, or 2.5%, primarily due to decreases in our 
Local Group and National Accounts membership. These decreases were partially offset by increases in our Senior and State-Sponsored 
membership.  

Self-funded medical membership decreased 398, or 1.9%, primarily due to pricing increases in our National Accounts business.  

Fully-insured membership decreased 464, or 3.4%, primarily due to strategic product portfolio changes and heightened competition in 
certain Local Group markets, partially offset by growth in our Senior business.  
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       September 30                
(In thousands)    2012      2011      Change     % Change   
Medical 
Membership            

Customer Type             
Local Group       14,602        15,296        (694 )      (4.5 )%  
Individual       1,862        1,855        7       0.4   
National:             

National Accounts       7,019        7,435        (416 )      (5.6 )  
BlueCard       5,062        4,961        101       2.0   

                                   

Total National       12,081        12,396        (315 )      (2.5 )  
Senior       1,538        1,442        96       6.7   
State-Sponsored       1,891        1,849        42       2.3   
FEP       1,519        1,517        2       0.1   

                                   

Total Medical Membership by Customer Type       33,493        34,355        (862 )      (2.5 )  
         

  

         

  

         

  

  

Funding Arrangement             

Self-Funded       20,172        20,570        (398 )      (1.9 )  
Fully-Insured       13,321        13,785        (464 )      (3.4 )  

                                   

Total Medical Membership by Funding Arrangement       33,493        34,355        (862 )      (2.5 )  
         

  

         

  

         

  

  

Reportable Segment             

Commercial       26,683        27,692        (1,009 )      (3.6 )  
Consumer       5,291        5,146        145       2.8   
Other       1,519        1,517        2       0.1   

         
  

         
  

         
  

  

Total Medical Membership by Reportable Segment       33,493        34,355        (862 )      (2.5 )  
         

  

         

  

         

  

  

Other Membership & Customers            

Behavioral Health Members       24,386        25,203        (817 )      (3.2 )  
Life and Disability Members       4,895        5,014        (119 )      (2.4 )  
Dental Members       3,835        4,079        (244 )      (6.0 )  
Dental Administration Members       4,103        4,318        (215 )      (5.0 )  
Vision Members       4,435        3,765        670       17.8   
Medicare Advantage Part D Members       621        564        57       10.1   
Medicare Part D Standalone Members       579        668        (89 )      (13.3 )  
Retail Vision Customers       3,112        —           3,112       —      
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Local Group membership decreased 694, or 4.5%, primarily due to increased competition, strategic product portfolio changes in the New 
York market and network rental markets and negative in-group change.  

Individual membership increased 7, or 0.4%, primarily due to an overall improved competitive position in our California market.  

National Accounts membership decreased 416, or 5.6%, primarily driven by pricing increases in our self-funded National Accounts 
business and negative in-group change.  

BlueCard membership increased 101, or 2.0%, primarily due to favorable net sales and in-group change at other BCBSA plans whose 
members reside in or travel to our licensed areas.  

Senior membership increased 96, or 6.7%, primarily due to strong sales during the open enrollment period resulting from our geographic 
expansion into several new counties, partially offset by our withdrawal of the California Regional PPO Medicare Advantage product.  

State-Sponsored membership increased 42, or 2.3%, primarily due to growth in Virginia, California, Kansas, Indiana and South Carolina, 
partially offset by exiting selected markets.  

FEP membership increased 2, or 0.1%, primarily due to favorable in-group change.  

Other Membership (in thousands)  

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

Behavioral health membership decreased 817, or 3.2%, primarily due to the overall declines in our fully-insured medical membership and 
negative in-group change.  

Life and disability membership decreased 119, or 2.4%, primarily due to the overall declines in our Commercial fully-insured medical 
membership and negative in-group change. Life and disability products are generally offered as part of Commercial medical fully-insured 
membership sales.  

Dental membership decreased 244, or 6.0%, primarily due to the lapse of a large dental contract, partially offset by the launch of new 
dental products in 2012.  

Dental administration membership decreased 215, or 5.0%, primarily due to the lapse of a large contract for which we provided dental 
administrative services.  

Vision membership increased 670, or 17.8%, primarily due to strong sales and positive in-group change in our National Accounts, Local 
Group and Senior businesses.  

Medicare Advantage Part D membership increased 57, or 10.1%, primarily due to strong sales during the Medicare Advantage open 
enrollment period resulting from our geographic expansion into several new counties and the addition of membership from CareMore, partially 
offset by our withdrawal of the California Regional PPO Medicare Advantage product.  

Medicare Part D standalone membership decreased 89, or 13.3%, primarily due to competitive pressure in certain markets.  

Retail vision customers increased 3,112 due to our acquisition of 1-800 CONTACTS.  
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Cost of Care  

The following discussion summarizes our aggregate underlying cost of care trends for the rolling 12 months ended September 30, 2012 for 
our Local Group fully-insured business only.  

Our cost of care trends are calculated by comparing the year-over-year change in average per member per month claim costs, including 
member co-payments and deductibles. While our cost of care trend varies by geographic location, based on underlying medical cost trends, we 
believe that our 2012 cost of care trend estimate of 7.0% plus or minus 50 basis points is appropriate.  

Overall, our medical cost trend is driven by unit cost. Inpatient hospital trend is in the high single digit range and is primarily related to 
increases in the average cost per admission. Recent increases in the average case acuity (intensity) continue to abate. While provider rate 
increases are a primary driver of unit cost trends, we continually negotiate with hospitals to manage these cost trends. We remain committed to 
optimizing our reimbursement rates and strategies to help address the cost pressures faced by employers and consumers. Inpatient admission 
counts per thousand members are only slightly higher than prior year. Inpatient day counts per thousand members are growing at a slightly 
higher rate, but trend is still in the low single digit range. While the average length of stay is lengthening slightly, the rate of increase is slowing. 
In addition to our recontracting efforts a number of clinical management initiatives are in place to help mitigate the inpatient trend. Focused 
review efforts continue in key areas, including inpatient behavioral health stays and spinal surgery cases, among others. Additionally, we 
continue to refine our programs related to readmission management, focused utilization management at high cost facilities, and post-discharge 
follow-up care.  

Outpatient trend is in the high single digit range and is 70% cost driven and 30% utilization driven. Outpatient costs are a collection of 
different types of expenses, such as outpatient facilities, labs, x-rays, emergency room, and occupational and physical therapy. Per visit costs are 
still the largest contributor to overall outpatient trend, influenced largely by price increases within certain provider contracts. Outpatient 
utilization (visits per thousand members) is higher than the prior year. We continue to work with vendors and providers to help optimize site of 
service decisions including key areas such as emergency room, lab, radiology, sleep studies, and surgery settings. As an example we are in 
execution on our American Imaging Management’s Sleep Management Program for the fourth quarter of 2012 in our central and western states, 
as well as in Georgia, and for the first quarter of 2013 in New York and the other northeastern states. The program aligns the diagnosis and 
treatment of sleep apnea with clinical guidelines based on widely accepted medical literature, while at the same time enhancing member access 
to high value providers and ensuring treatment compliance for the continuing payment for equipment rental and ongoing supplies. Programs like 
this, along with continued expansion and optimization of our utilization management programs, are serving to moderate trend.  

Physician services trend is in the mid single digit range and is 75% unit cost related and 25% utilization related. Increases in the physician 
care category are partially driven by contracting changes. We continue to collaborate with physicians to improve quality of care through pay-for-
performance programs and bundled payment initiatives. Additionally, we continue to enhance our ability to detect and deter fraud and abuse, 
reducing waste in the system.  

Pharmacy trend is in the high single digit range and driven primarily by unit cost (cost per prescription). Continued inflation in the average 
wholesale price of drugs is applying upward pressure to the overall cost per prescription as is the increasing cost of specialty drugs. The increase 
in cost per prescription measures continues to be mitigated by improvements in our generic usage rates and benefit plan design changes. We are 
continuously evaluating our drug formulary to ensure the most effective pharmaceutical therapies are available to our members.  

In response to cost trends, we continue to pursue contracting and plan design changes, promote and implement performance-based 
contracts that reward clinical outcomes and quality, and expand our radiology  
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management, disease management and advanced care management programs. We are taking a leadership role in the area of payment reform as 
evidenced by the introduction of the Patient Centered Primary Care program. By establishing the primary care doctor as central to the 
coordination of a patient’s health care needs, the initiative builds on the success of current patient-centered medical home programs in helping 
improve patient care while lowering costs. Additionally, our value-based contracting initiative continues to underscore our commitment to 
partnering with providers to improve quality and lower cost.  

As evidenced by the recent acquisition of CareMore, we remain committed to providing access-based health care products and services 
that are simple to use and that customers can trust. CareMore’s mission is to improve the overall lives and wellbeing of seniors by providing 
innovative, focused health care approaches to the complex problems of aging, while protecting the financial resources of seniors and the 
Medicare Program. CareMore’s model is focused on disease management programs that provide Medicare members with a hands-on approach to 
care coordination and intensive treatment of chronic conditions.  
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Consolidated Results of Operations  

Our consolidated summarized results of operations for the three and nine months ended September 30, 2012 and 2011 are as follows:  
   

Certain of the following definitions are also applicable to all other results of operations tables in this discussion:  
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                              Change   

    Three Months Ended     Nine Months Ended     

Three Months Ended 
 

September 30         
Nine Months Ended  

September 30   

    September 30     September 30     2012 vs. 2011         2012 vs. 2011   

    2012      2011     2012     2011     $     %         $     %   

Total operating revenue    $15,133.7       $ 15,155.1     $ 45,457.2     $ 44,689.7     $ (21.4 )      (0.1 )%      $767.5         1.7 %  
Net investment income      168.6       170.9       507.0       543.5       (2.3 )      (1.3 )        (36.5 )      (6.7 )  
Net realized gains on 

investments      54.6       94.9       232.0       193.5       (40.3 )      (42.5 )        38.5       19.9    
Other-than-temporary 

impairment losses  
on investments      (3.8 )      (22.9 )      (20.6 )      (33.7 )      19.1       (83.4 )        13.1       (38.9 )  

                                                                  

Total revenues      15,353.1       15,398.0       46,175.6       45,393.0       (44.9 )      (0.3 )        782.6       1.7    
Benefit expense      11,984.8       12,062.9       35,849.8       35,212.9       (78.1 )      (0.6 )        636.9       1.8    
Selling, general and  

administrative expense      2,078.6       2,119.6       6,326.1       6,207.2       (41.0 )      (1.9 )        118.9       1.9    
Cost of products      66.5       —          73.2       —          66.5       —            73.2       —      
Other expense      197.5       170.3       542.4       493.2       27.2       16.0          49.2       10.0    

                                                                  

Total expenses      14,327.4       14,352.8       42,791.5       41,913.3       (25.4 )      (0.2 )        878.2       2.1    
                                                                  

Income before income  
tax expense      1,025.7       1,045.2       3,384.1       3,479.7       (19.5 )      (1.9 )        (95.6 )      (2.7 )  

Income tax expense      334.5       362.0       1,192.8       1,168.3       (27.5 )      (7.6 )        24.5       2.1    
                                                                  

Net income    $691.2       $ 683.2     $ 2,191.3     $ 2,311.4     $ 8.0       1.2        $(120.1)   )      (5.2 )  
        

  

        

  

        

  

        

  

        

  

            

  

  

Average diluted shares 
outstanding      321.9       360.4       330.7       370.3       (38.5 )      (10.7 )%        (39.6 )      (10.7 )%  

Diluted net income per 
share    $2.15       $ 1.90     $ 6.63     $ 6.24     $ 0.25       13.2 %      $ 0.39       6.2 %  

Benefit expense ratio      85.4 %      85.1 %      84.7 %      84.3 %        30  bp           40  bp   
Selling, general and 

administrative expense  
ratio      13.7 %      14.0 %      13.9 %      13.9 %        (30 )bp           —   bp   

Income before income 
taxes as a percentage  
of total revenue      6.7 %      6.8 %      7.3 %      7.7 %        (10 )bp           (40 )bp   

Net income as a 
percentage of total  
revenue      4.5 %      4.4 %      4.7 %      5.1 %        10  bp           (40 )bp   

  Includes interest expense and amortization of other intangible assets  
  Benefit expense ratio = Benefit expense ÷ Premiums  
  bp = basis point; one hundred basis points = 1%  
  Selling, general and administrative expense ratio = Total selling, general and administrative expense ÷ Total operating revenue  
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Three Months Ended September 30, 2012 Compared to the Three Months Ended September 30, 2011  

Total operating revenue decreased $21.4, or 0.1%, to $15,133.7 in 2012, resulting primarily from lower premiums, partially offset by 
increased other revenue. The lower premiums were due primarily to fully-insured membership declines in our Local Group business resulting 
from strategic product portfolio changes in certain states, competitive pressure in certain markets and unfavorable economic conditions. In 
addition, lower risk score revenue in our Senior business contributed to the decrease in premium revenue. This decrease in premium revenue was 
partially offset by membership growth in our Senior Medicare Advantage business, including additional membership from CareMore. In 
addition, growth in our State-Sponsored business resulting primarily from retroactive premium rate increases in the California market 
contributed to the increased premiums in our Consumer segment. The increase in other revenue resulted primarily from product sales from our 1-
800 CONTACTS business.  

Net investment income decreased $2.3, or 1.3%, to $168.6 in 2012, primarily due to lower investment yields.  

Net realized gains on investments decreased $40.3, or 42.5%, to $54.6 in 2012, primarily due to decreased realized gains resulting from 
sales of fixed maturity securities.  

Benefit expense decreased $78.1, or 0.6%, to $11,984.8 in 2012, primarily due to a decrease in our Local Group business, partially offset 
by increases in our Senior and State-Sponsored businesses. The decrease in our Local Group business resulted primarily from fully-insured 
membership declines, as described above, partially offset by increased benefit costs for remaining members. The increase in our Senior business 
was driven primarily by membership growth in our Medicare Advantage business, including membership acquired from CareMore. The increase 
in our State-Sponsored business was driven primarily by increased benefit cost trends, predominantly in California.  

Our benefit expense ratio increased 30 basis points to 85.4% in 2012, primarily driven by lower risk score revenue in our Senior business 
and higher benefit costs in our Individual and State-Sponsored businesses, partially offset by improved benefit costs in our Local Group 
business.  

Selling, general and administrative expense decreased $41.0, or 1.9%, to $2,078.6 in 2012, primarily due to lower employee compensation 
costs, partially offset by additional selling, general and administrative expense related to CareMore.  

Our selling, general and administrative expense ratio decreased 30 basis points to 13.7% in 2012, primarily due to the decreased selling, 
general and administrative expense discussed in the preceding paragraph.  

Other expense increased $27.2, or 16%, to $197.5, primarily due to increased interest expense resulting from higher outstanding debt 
balances and financing costs associated with our pending acquisition of Amerigroup.  

Income tax expense decreased $27.5, or 7.6%, to $334.5 in 2012. The effective tax rates in 2012 and 2011 were 32.6% and 34.6%, 
respectively. These decreases resulted primarily from the impact of the settlement with the Internal Revenue Service, or IRS, of a portion of our 
open tax issues related to certain of our acquired companies incurred prior to the acquisition of those companies. In addition, to a lesser extent, 
lower income before income tax expense contributed to the decrease in income tax expense in 2012. These decreases were partially offset by an 
increase in our state deferred tax asset valuation allowance attributable to the uncertainty associated with certain state net operating loss 
carryforwards.  

Our net income as a percentage of total revenue increased 10 basis points to 4.5% in 2012 as compared to 2011 as a result of all factors 
discussed above.  
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Nine Months Ended September 30, 2012 Compared to the Nine Month Ended September 30, 2011  

Total operating revenue increased $767.5, or 1.7%, to $45,457.2 in 2012, resulting primarily from higher premiums and, to a lesser extent, 
increased other revenue and administrative fees. The higher premiums were due primarily to membership growth in our Senior Medicare 
Advantage business, including additional membership from CareMore. Growth in our State-Sponsored business, primarily in the California 
market, premium rate increases in our Local Group and Individual businesses designed to cover overall cost trends and increased reimbursement 
in our FEP business also contributed to the increased premiums. These increases were partially offset by fully-insured membership declines in 
our Local Group business resulting from strategic product portfolio changes in certain states, competitive pressure in certain markets and 
unfavorable economic conditions. The increase in other revenue resulted primarily from product sales by our 1-800 CONTACTS business. 
Administrative fees increased primarily as a result of pricing increases for self-funded members in our National Accounts and Local Group 
businesses, partially offset by membership declines in our self-funded National Accounts business.  

Net investment income decreased $36.5, or 6.7%, to $507.0 in 2012, primarily due to lower investment yields.  

Net realized gains on investments increased $38.5, or 19.9%, to $232.0 in 2012, primarily due to increased realized gains resulting from 
sales of fixed maturity securities.  

Benefit expense increased $636.9, or 1.8%, to $35,849.8 in 2012, primarily due to increases in our Senior, State-Sponsored, Individual and 
FEP businesses. The increase in our Senior business was driven primarily by membership growth in our Medicare Advantage business, including 
membership acquired from CareMore. The increases in our State-Sponsored, Individual and FEP businesses were driven primarily by increased 
benefit cost trends. These increases were partially offset by the fully-insured membership declines in our Local Group business as described 
above, as well as favorable prior year reserve development in 2012 compared to modest reserve strengthening in 2011.  

Our benefit expense ratio increased 40 basis points to 84.7% in 2012, primarily due to higher medical costs and lower premium revenues in 
our State-Sponsored and Local Group businesses. These benefit expense ratio increases were partially offset by improvements in our Senior 
business and the favorable prior year reserve development.  

Selling, general and administrative expense increased $118.9, or 1.9%, to $6,326.1 in 2012, primarily due to additional selling, general and 
administrative expense related to CareMore and the impact of litigation settlement expenses, partially offset by lower employee compensation 
costs, including incentive plan expenses.  

Our selling, general and administrative expense ratio remained flat at 13.9% in 2012, primarily due to the increased selling, general and 
administrative expenses discussed in the preceding paragraph offset by the effect of the increase in operating revenue.  

Other expense increased $49.2, or 10%, to $542.4, primarily due to increased interest expense resulting from higher outstanding debt 
balances and financing costs associated with our pending acquisition of Amerigroup.  

Income tax expense increased $24.5, or 2.1%, to $1,192.8 in 2012. The effective tax rates in 2012 and 2011 were 35.2% and 33.6%, 
respectively. These increases primarily resulted from the impact of non-tax deductible litigation settlement expenses and an increase in our state 
deferred tax asset valuation allowance attributable to the uncertainty associated with certain state net operating loss carryforwards. These 
increases were partially offset by the impact from the settlement with the IRS of a portion of our open tax issues related to certain of our 
acquired companies incurred prior to our acquisition of those companies, and to a lesser extent, lower income before income tax expense.  

Our net income as a percentage of total revenue decreased 40 basis points to 4.7% in 2012 as compared to 2011 as a result of all factors 
discussed above.  
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Reportable Segments Results of Operations  

We use operating gain to evaluate the performance of our reportable segments, which are Commercial, Consumer and Other. Operating 
gain is calculated as total operating revenue less benefit expense, selling, general and administrative expense and cost of products. It does not 
include net investment income, net realized gains/losses on investments, other-than-temporary impairment losses recognized in income, interest 
expense, amortization of other intangible assets or income taxes, as these items are managed in a corporate shared service environment and are 
not the responsibility of operating segment management. For additional information, see Note 13, “Segment Information,” to our unaudited 
consolidated financial statements included in Part I, Item 1 of this Form 10-Q. The discussions of segment results for the three and nine months 
ended September 30, 2012 and 2011 presented below are based on operating gain, as described above, and operating margin, which is calculated 
as operating gain divided by operating revenue. Our definitions of operating gain and operating margin may not be comparable to similarly titled 
measures reported by other companies.  

Our Commercial, Consumer and Other segments’ summarized results of operations for the three and nine months ended September 30, 
2012 and 2011 are as follows:  
   

   

Three Months Ended September 30, 2012 Compared to the Three Months Ended September 30, 2011  

Commercial  

Operating revenue decreased $297.3, or 3.4%, to $8,360.6 in 2012, primarily due to fully-insured membership declines in our Local Group 
business resulting from strategic product portfolio changes in certain states, competitive pressure in certain markets and unfavorable economic 
conditions, partially offset by premium rate increases in our Local Group business designed to cover overall cost trends and increased other 
revenue in our ancillary businesses resulting from product sales by 1-800 CONTACTS.  

Operating gain increased $107.1, or 15.1%, to $818.6 in 2012, primarily due to improvements in our Local Group benefit expense ratio as 
well as lower selling and general administrative expenses resulting from fully-insured membership declines following strategic product portfolio 
changes in certain states. In addition, increased operating results in our ancillary businesses, including product sales by 1-800 CONTACTS, also 
contributed to the overall increase in operating gain.  
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                            Change   

    Three Months  Ended  
September 30   

  Nine Months Ended  
September 30   

  
Three Months Ended  

September 30     
Nine Months Ended  

September 30   
        2012 vs. 2011     2012 vs. 2011   
    2012     2011     2012     2011     $     %     $     %   

Commercial                  

Operating revenue    $ 8,360.6     $ 8,657.9     $ 25,255.8       25,868.8     $ (297.3 )      (3.4 )%    $ (613.0 )      (2.4 )%  
Operating gain    $ 818.6     $ 711.5     $ 2,581.6       2,583.8     $ 107.1        15.1 %    $ (2.2 )      (0.1 )%  
Operating margin      9.8 %      8.2 %      10.2 %      10.0 %      NA       160  bp      NA       20  bp  

Consumer                  

Operating revenue    $ 4,879.1     $ 4,576.4     $ 14,456.0       13,164.2     $ 302.7        6.6 %    $ 1,291.8        9.8 %  
Operating gain    $ 184.7     $ 245.2     $ 613.5       627.7     $ (60.5 )      (24.7 )%    $ (14.2 )      (2.3 )%  
Operating margin      3.8 %      5.4 %      4.2 %      4.8 %      NA       (160 )bp      NA       (60 )bp  

Other                  

Operating revenue    $ 1,894.0     $ 1,920.8     $ 5,745.4       5,656.7     $ (26.8 )      (1.4 )%    $ 88.7        1.6 %  
Operating gain    $ 0.5     $ 15.9     $ 13.0       58.1     $ (15.4 )      (96.9 )%    $ (45.1 )      (77.6 )%  

  Not Applicable  

1 1 

1 1 

1 
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The operating margin in 2012 was 9.8%, a 160.0 basis point increase from 2011, primarily due to the factors discussed in the preceding 
two paragraphs.  

Consumer  

Operating revenue increased $302.7, or 6.6%, to $4,879.1 in 2012, primarily due to membership growth in our Medicare Advantage 
business, including membership acquired from CareMore, partially offset by lower risk score revenue. Risk score revenue was higher in 2011 as 
a result of implementing a more refined risk score estimate process. In addition, growth in our State-Sponsored business resulting primarily from 
retroactive premium rate increases in the California market contributed to the increase in operating revenue.  

Operating gain decreased $60.5, or 24.7%, to $184.7 in 2012, primarily due to declines in our Senior business resulting from lower risk 
score revenue.  

The operating margin in 2012 was 3.8%, a 160.0 basis point decrease from 2011, primarily due to the factors discussed in the preceding 
two paragraphs.  

Other  

Operating revenue decreased $26.8, or 1.4%, to $1,894.0 in 2012, primarily due to declines in our Comprehensive Health Solutions and 
National Government Services businesses resulting primarily from the impact of customer contract terminations.  

Operating gain decreased $15.4 to $0.5 in 2012, primarily due to increased unallocated general and administrative expenses.  

Nine Months Ended September 30, 2012 Compared to the Nine Month Ended September 30, 2011  

Commercial  

Operating revenue decreased $613.0, or 2.4%, to $25,255.8 in 2012, primarily due to fully-insured membership declines in our Local 
Group business resulting from strategic product portfolio changes in certain states, competitive pressure in certain markets and unfavorable 
economic conditions, partially offset by premium rate increases in our Local Group business designed to cover overall cost trends. Partially 
offsetting the decline in premium revenue was an increased other revenue in our ancillary businesses resulting from product sales by 1-800 
CONTACTS and increased administrative fees resulting from pricing increases for self-funded members in our National Accounts and Local 
Group businesses.  

Operating gain decreased $2.2, or 0.1%, to $2,581.6 in 2012, primarily due to declines in our Local Group business resulting from 
membership losses and the decreased operating revenue discussed in the preceding paragraph, partially offset by favorable prior year reserve 
development in 2012 compared to modest reserve strengthening in 2011 and increased operating results in our ancillary businesses, including 
product sales by 1-800 CONTACTS.  

The operating margin in 2012 was 10.2%, a 20.0 basis point decrease over 2011, primarily due to the factors discussed in the preceding 
two paragraphs.  

Consumer  

Operating revenue increased $1,291.8, or 9.8%, to $14,456.0 in 2012, primarily due to membership growth in our Medicare Advantage 
business, including membership acquired from CareMore, and, to a lesser extent, growth in our State-Sponsored business resulting primarily 
from retroactive premium rate increases in the California market.  
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Operating gain decreased $14.2, or 2.3%, to $613.5 in 2012, primarily due to declines in our State-Sponsored business due to higher 
benefit cost trends in California, partially offset by improved results in our Medicare Advantage business and favorable prior year reserve 
development in 2012 compared to modest reserve strengthening in 2011.  

The operating margin in 2012 was 4.2%, a 60 basis point decrease over 2011, primarily due to the factors discussed in the preceding two 
paragraphs.  

Other  

Operating revenue increased $88.7, or 1.6%, to $5,745.4 in 2012, primarily due to growth in our FEP business resulting from premium rate 
increases designed to cover overall cost trends during 2012.  

Operating gain decreased $45.1 to $13.0 in 2012, primarily due to increased unallocated general and administrative expenses, including 
litigation settlement expenses, which were partially offset by lower employee compensation costs.  

Critical Accounting Policies and Estimates  

We prepare our consolidated financial statements in conformity with GAAP. Application of GAAP requires management to make 
estimates and assumptions that affect the amounts reported in our consolidated financial statements and accompanying notes and within this 
MD&A. We consider some of our most important accounting policies that require estimates and management judgment to be those policies with 
respect to liabilities for medical claims payable, income taxes, goodwill and other intangible assets, investments and retirement benefits. Our 
accounting policies related to these items are discussed in our 2011 Annual Report on Form 10-K in Note 2, “Basis of Presentation and 
Significant Accounting Policies,” to our audited consolidated financial statements as of and for the year ended December 31, 2011, as well as in 
the “Critical Accounting Policies and Estimates” section of Part II, Item 7, “Management’s Discussion and Analysis of Financial Condition and 
Results of Operations.” As of September 30, 2012, our critical accounting policies and estimates have not changed from those described in our 
2011 Annual Report on Form 10-K.  

Medical Claims Payable  

The most judgmental accounting estimate in our consolidated financial statements is our liability for medical claims payable. Our 
accounting policies related to medical claims payable are discussed in the references cited above, as well as in Note 12, “Medical Claims 
Payable,” to our audited consolidated financial statements as of and for the year ended December 31, 2011 included in our 2011 Annual Report 
on Form 10-K. Also as discussed above, as of September 30, 2012, our critical accounting policies and estimates related to medical claims 
payable have not changed from those described in our 2011 Annual Report on Form 10-K.  
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A reconciliation of the beginning and ending balance for medical claims payable for the nine months ended September 30, 2012 and 2011 
and for the years ended December 31, 2011, 2010 and 2009 is as follows:  
   

The following table provides a summary of the two key assumptions having the most significant impact on our incurred but not paid 
liability estimates for the nine months ended September 30, 2012 and 2011, which are the completion and trend factors. These two key 
assumptions can be influenced by utilization levels, unit costs, mix of business, benefit plan designs, provider reimbursement levels, processing 
system conversions and changes, claim inventory levels, claim processing patterns, claim submission patterns and operational changes resulting 
from business combinations.  
   

The favorable development recognized in 2012 resulted from trend factors in late 2011 developing more favorably than originally 
expected. Additional utilization had been assumed in excess of normal year-end benefit  
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Nine Months Ended  

September 30     Years Ended December 31   
     2012     2011     2011     2010     2009   

Gross medical claims payable, beginning of period     $ 5,489.0     $ 4,852.4     $ 4,852.4     $ 5,450.5     $ 6,184.7   
Ceded medical claims payable, beginning of period       (16.4 )      (32.9 )      (32.9 )      (29.9 )      (60.3 )  

                                                   

Net medical claims payable, beginning of period       5,472.6       4,819.5       4,819.5       5,420.6       6,124.4   
                                                   

Business combinations and purchase adjustments       —       100.9       100.9       —       2.8   
Net incurred medical claims:             

Current year       35,860.9       35,021.5       47,281.6       45,077.1       47,315.1   
Prior years redundancies       (483.3 )      (206.3 )      (209.7 )      (718.0 )      (807.2 )  

                                                   

Total net incurred medical claims       35,377.6       34,815.2       47,071.9       44,359.1       46,507.9   
                                                   

Net payments attributable to:             
Current year medical claims       30,557.9       29,881.6       41,999.0       40,387.8       42,056.9   
Prior years medical claims       4,798.4       4,417.8       4,520.7       4,572.4       5,157.6   

                                                   

Total net payments       35,356.3       34,299.4       46,519.7       44,960.2       47,214.5   
                                                   

Net medical claims payable, end of period       5,493.9       5,436.2       5,472.6       4,819.5       5,420.6   
Ceded medical claims payable, end of period       29.3       23.5       16.4       32.9       29.9   

                                                   

Gross medical claims payable, end of period     $ 5,523.2     $ 5,459.7     $ 5,489.0     $ 4,852.4     $ 5,450.5   
         

  

        

  

        

  

        

  

        

  

Current year medical claims paid as a percentage of 
current year net incurred medical claims       85.2  %      85.3  %      88.8  %      89.6  %      88.9  %  

         

  

        

  

        

  

        

  

        

  

Prior year redundancies in the current period as a 
percentage of prior year net medical claims 
payable less prior year redundancies in the current 
period       9.7  %      4.5  %      4.5  %      15.3  %      15.2  %  

         

  

        

  

        

  

        

  

        

  

Prior year redundancies in the current period  
as a percentage of prior year net incurred medical 
claims       1.0  %      0.5  %      0.5  %      1.5  %      1.7  %  

         

  

        

  

        

  

        

  

        

  

     

Favorable Developments  
by Changes in  

Key Assumptions   
     2012        2011   
Assumed trend factors     $ 375.3        $ 271.1   
Assumed completion factors       108.0          (64.8 )  

         
  

           
  

Total     $ 483.3        $ 206.3   
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seasonality in certain segments developing at a lower level. Favorable development in the completion factors resulting from operational 
improvements in the latter part of 2011 also contributed to the favorability. The favorable development recognized in 2011 resulted primarily 
from trend factors in late 2010 developing more favorably than originally expected. This impact was partially offset by completion factors 
developing unfavorably due to slight increases in payment cycle times.  

The ratio of current year medical claims paid as a percent of current year net medical claims incurred was 88.8% for 2011, 89.6% for 2010 
and 88.9% for 2009. Comparison of these ratios reflects a small level of fluctuation in claim processing speed that occurred over the course of 
the three-year period. The nine month periods presented above show that as of September 30, 2012, 85.2% of current year net incurred medical 
claims had been paid in the period incurred, as compared to 85.3% for the same period in 2011.  

We calculate the percentage of prior year redundancies in the current period as a percent of prior year net incurred claims payable less prior 
year redundancies in the current period in order to demonstrate the development of the prior year reserves. For the nine month period ended 
September 30, 2012, this metric was 9.7%, reflecting the acceleration in claim processing that occurred in late 2011 which had not been fully 
recognized in completion factor development and trend factors at the end of the year. For the nine month period ended September 30, 2011, this 
metric was 4.5%, reflecting a lower level of redundancies. This metric was 4.5%, 15.3% and 15.2% for the years ended December 31, 2011, 
2010 and 2009, respectively.  

We calculate the percentage of prior year redundancies in the current period as a percent of prior year net incurred medical claims to 
indicate the percentage of redundancy included in the preceding year calculation of current year net incurred medical claims. We believe this 
calculation supports the reasonableness of our prior year estimate of incurred medical claims and the level of consistency in our methodology. 
For the nine months ended September 30, 2012, this metric was 1.0%, which was calculated using the redundancy of $483.3 shown above. For 
the nine months ended September 30, 2011, the comparable metric was 0.5%, which was calculated using the redundancy of $206.3 and which 
represents an estimate based on paid medical claims activity from January 1, 2011 to September 30, 2011. This metric was 0.5% for full year 
2011, 1.5% for 2010 and 1.7% for full year 2009, and demonstrates the previously mentioned lower level of redundancies in 2011, along with 
the generally consistent level of reserve conservatism.  

New Accounting Pronouncements  

In June 2011, the Financial Accounting Standards Board, or FASB, issued Accounting Standards Update, or ASU, 2011-05, 
Comprehensive Income (Topic 220): Presentation of Comprehensive Income , or ASU 2011-05. ASU 2011-05 supersedes certain portions of 
Accounting Standards Codification Topic 220, Comprehensive Income , or ASC 220, and requires increased prominence of the presentation of 
other comprehensive income in financial statements. ASU 2011-05 requires entities to present net income and the components of other 
comprehensive income in either a single continuous financial statement or in two separate but consecutive financial statements. ASU 2011-05 
eliminates the option in ASC 220 to present the components of other comprehensive income in the statement of changes in equity. Most of the 
presentation requirements of ASU 2011-05 became effective for us on a retrospective basis beginning January 1, 2012. However, certain 
presentation requirements of ASU 2011-05 were deferred by the FASB’s December 2011 issuance of ASU 2011-12, Deferral of the Effective 
Date for Amendments to the Presentation of Reclassifications of Items Out of Accumulated Other Comprehensive Income in Accounting 
Standards Update No. 2011-05. We elected to present the components of comprehensive income in two separate but consecutive financial 
statements, which is illustrated in the “Consolidated Statements of Income” and the “Consolidated Statements of Comprehensive Income” in Part 
I, Item 1 of this Form 10-Q.  

In May 2011, the FASB issued ASU 2011-04, Fair Value Measurement (Topic 820): Amendments to Achieve Common Fair Value 
Measurement and Disclosure Requirements in U.S. GAAP and IFRSs , or ASU 2011-04. ASU 2011-04 amends ASC Topic 820, Fair Value 
Measurement , to provide guidance on how  
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fair value measurement should be applied where existing GAAP already requires or permits fair value measurements. In addition, ASU 2011-04 
requires expanded disclosures regarding fair value measurements. The adoption of ASU 2011-04 on January 1, 2012 did not have a material 
impact on our consolidated financial position, results of operations or cash flows. However, we have added certain disclosures related to fair 
value measurements in Note 6, “Fair Value” to our unaudited consolidated financial statements included in Part I, Item 1 of this Form 10-Q.  

There were no other new accounting pronouncements issued or that became effective during the nine months ended September 30, 2012 
that had, or are expected to have, a material impact on our financial position, operating results or disclosures.  

Liquidity and Capital Resources  

Introduction  

Our cash receipts result primarily from premiums, administrative fees, investment income, proceeds from the sale or maturity of our 
investment securities, proceeds from borrowings, and proceeds from the exercise of stock options. Cash disbursements result mainly from claims 
payments, administrative expenses, taxes, purchases of investment securities, interest expense, payments on long-term borrowings, capital 
expenditures, repurchases of our common stock and dividends. Cash outflows fluctuate with the amount and timing of settlement of these 
transactions. Any future decline in our profitability would likely have an unfavorable impact on our liquidity.  

For a more detailed overview of our liquidity and capital resources management, see the “Introduction” section included in the “Liquidity 
and Capital Resources” section of Part II, Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations” 
included in our 2011 Annual Report on Form 10-K.  

Liquidity  

The table below outlines the change in cash and cash equivalents for the nine months ended September 30, 2012 and 2011:  
   

During the nine months ended September 30, 2012, net cash flow provided by operating activities was $1,984.8, compared to $3,316.5 for 
the nine months ended September 30, 2011, a decrease of $1,331.7. This decrease was driven primarily by the timing of premium receipts related 
to federal government contracts. We received ten monthly premium payments related to these government contracts during 2011, while we only 
received nine monthly premium payments during 2012. In addition, the decrease in operating cash flow in 2012 was impacted by payments 
related to the run-out of medical claims for former members, increased litigation settlement payments, the addition of required minimum medical 
loss ratio rebate payments and overall lower net income.  

Net cash flow used in investing activities was $3,285.1 during the nine months ended September 30, 2012, compared to $1,323.2 for the 
nine months ended September 30, 2011. The increase in cash flow used in investing  
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Nine Months Ended  

September 30   
     2012     2011   

Cash flows provided by (used in):       
Operating activities     $ 1,984.8     $ 3,316.5   
Investing activities       (3,285.1 )      (1,323.2 )  
Financing activities       1,541.1       (1,275.2 )  
Effect of foreign exchange rates on cash and cash equivalents       (0.3 )      1.5   

                     

Increase in cash and cash equivalents     $ 240.5     $ 719.6   
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activities of $1,961.9 between the two periods primarily resulted from an increase in net purchases of investments, an increase in the purchase of 
subsidiaries and an increase in purchases of property and equipment, partially offset by changes in securities lending collateral.  

Net cash flow provided by financing activities was $1,541.1 during the nine months ended September 30, 2012, compared to $1,275.2 for 
the nine months ended September 30, 2011. The decrease in cash flow provided by financing activities of $2,816.3 primarily resulted from an 
increase in net proceeds from long-term borrowings and a decrease in common stock repurchases, partially offset by a decrease in net proceeds 
from commercial paper borrowings, changes in bank overdrafts, a decrease in the proceeds from the issuance of common stock under our 
employee stock plans and changes in securities lending payable.  

Financial Condition  

We maintained a strong financial condition and liquidity position, with consolidated cash, cash equivalents and investments, including 
long-term investments, of $23,641.5 at September 30, 2012. Since December 31, 2011, total cash, cash equivalents and investments, including 
long-term investments, increased by $2,945.0 primarily due to increased debt balances, cash generated from operations and changes in 
unrealized gains on investments, partially offset by common stock repurchases, our acquisition of 1-800 CONTACTS, the repayment of long-
term debt, purchases of property and equipment and cash dividends paid to shareholders.  

Many of our subsidiaries are subject to various government regulations that restrict the timing and amount of dividends and other 
distributions that may be paid to their respective parent companies. In addition, we have agreed to certain undertakings with regulatory 
authorities, including requirements to maintain certain capital levels in certain of our subsidiaries.  

At September 30, 2012, we held at the parent company $4,919.2 of cash and cash equivalents and investments, which is available for 
general corporate use, including investment in our businesses, acquisitions, potential future share repurchases and shareholder dividends and 
debt and interest payments.  

We calculate a non-GAAP measure, our consolidated debt-to-capital ratio, which we believe assists investors and rating agencies in 
measuring our overall leverage and additional borrowing capacity. In addition, our bank covenants indicate a maximum consolidated debt-to-
total capital ratio that we cannot exceed. Our targeted range of debt-to-capital ratio is 25% to 35%. Our debt-to-capital ratio is calculated as the 
sum of debt divided by the sum of debt plus shareholders’ equity. Our debt-to-capital ratio may not be comparable to similarly titled measures 
reported by other companies. Our consolidated debt-to-total capital ratio was 36.3% and 29.6% as of September 30, 2012 and December 31, 
2011, respectively. The increase in our consolidated debt-to-capital ratio at September 30, 2012 was primarily due to the increased debt balances 
to finance our pending acquisition of Amerigroup.  

Our senior debt is rated “A-” by Standard & Poor’s, “BBB+” by Fitch, Inc., “Baa2” by Moody’s Investor Service, Inc. and “bbb+” by AM 
Best Company, Inc. We intend to maintain our senior debt investment grade ratings. A significant downgrade 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 capital, including debt borrowings, common stock repurchases and dividends to shareholders. 
The issuance of debt and the declaration and payment of any dividends or repurchases of our common stock are at the discretion of our Board of 
Directors and depend upon our financial condition, results of operations, future liquidity needs, regulatory and capital requirements and other 
factors deemed relevant by our Board of Directors.  

For additional information regarding our sources and uses of capital at September 30, 2012, see Note 9, “Debt,” and the “Use of Capital – 
Dividends and Stock Repurchase Program” section of Note 11, “Capital Stock” to our unaudited consolidated financial statements included in 
Part I, Item 1 of this Form 10-Q.  
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For additional information regarding our future sources and uses of liquidity, see “Future Sources and Uses of Liquidity” included in the 
“Liquidity and Capital Resources” section of Part II, Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of 
Operations” in our 2011 Annual Report on Form 10-K.  

Contractual Obligations and Commitments  

We believe that funds from future operating cash flows, cash and investments and funds available under our credit agreement or from 
public or private financing sources will be sufficient for future operations and commitments, capital acquisitions, including the pending 
acquisition of Amerigroup, and other strategic transactions.  

For additional information regarding our estimated contractual obligations and commitments, see the “Other Contingencies” and 
“Contractual Obligations and Commitments” sections of Note 10, “Commitments and Contingencies,” to our unaudited consolidated financial 
statements included in Part I, Item 1 of this Form 10-Q. There have been no material changes to our Contractual Obligations and Commitments 
disclosure in our 2011 Annual Report on Form 10-K.  

Risk-Based Capital  

Our regulated subsidiaries’ states of domicile have statutory risk-based capital, or RBC, requirements for health and other insurance 
companies largely based on the National Association of Insurance Commissioners, or NAIC, RBC Model Act. These RBC requirements are 
intended to measure capital adequacy, taking into account the risk characteristics of an insurer’s investments and products. The NAIC sets forth 
the formula for calculating the RBC requirements, which are designed to take into account asset risks, insurance risks, interest rate risks and 
other relevant risks with respect to an individual insurance company’s business. In general, under this Act, an insurance company must submit a 
report of its RBC level to the state insurance department or insurance commissioner, as appropriate, at the end of each calendar year. Our 
regulated subsidiaries’ respective RBC levels as of December 31, 2011, which was the most recent date for which reporting was required, were 
in excess of all mandatory RBC thresholds. In addition to exceeding the RBC requirements, we are in compliance with the liquidity and capital 
requirements for a licensee of the BCBSA and with the tangible net worth requirements applicable to certain of our California subsidiaries.  
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Safe Harbor Statement under the Private Securities Litigation Reform Act of 1995  

This document contains certain forward-looking information about us that is intended to be covered by the safe harbor for “forward-
looking statements” provided by the Private Securities Litigation Reform Act of 1995. Forward-looking statements are statements that are not 
generally historical facts. Words such as “expect(s),” “feel(s),” “believe(s),” “will,” “may, ” “anticipate(s),” “intend,” “estimate,” “project” 
and similar expressions are intended to identify forward-looking statements, which generally are not historical in nature. These statements 
include, but are not limited to, financial projections and estimates and their underlying assumptions; statements regarding plans, objectives and 
expectations with respect to future operations, products and services; and statements regarding future performance. Such statements are subject 
to certain risks and uncertainties, many of which are difficult to predict and generally beyond our control, that could cause actual results to 
differ materially from those expressed in, or implied or projected by, the forward-looking information and statements. These risks and 
uncertainties include: those discussed and identified in our public filings and those of AMERIGROUP Corporation with the U.S. Securities and 
Exchange Commission, or SEC; increased government participation in, or regulation or taxation of health benefits and managed care 
operations, including, but not limited to, the impact of the Patient Protection and Affordable Care Act and the Health Care and Education 
Reconciliation Act of 2010; trends in health care costs and utilization rates; our ability to secure sufficient premium rates including regulatory 
approval for and implementation of such rates; our ability to contract with providers consistent with past practice; our ability to consummate 
the acquisition of AMERIGROUP Corporation and our ability to achieve expected synergies and operating efficiencies in the AMERIGROUP 
Corporation and 1-800 CONTACTS, Inc. acquisitions within the expected timeframes or at all and to successfully integrate our operations; such 
integrations may be more difficult, time consuming or costly than expected; revenues following the transactions may be lower than expected; 
operating costs, customer loss and business disruption, including, without limitation, difficulties in maintaining relationships with employees, 
customers, clients and suppliers, may be greater than expected following the transactions; competitor pricing below market trends of increasing 
costs; reduced enrollment, as well as a negative change in our health care product mix; risks and uncertainties regarding Medicare and 
Medicaid programs, including those related to non-compliance with the complex regulations imposed thereon and funding risks with respect to 
revenue received from participation therein; a downgrade in our financial strength ratings; litigation and investigations targeted at our industry 
and our ability to resolve litigation and investigations within estimates; medical malpractice or professional liability claims or other risks 
related to health care services provided by our subsidiaries; risks inherent in selling healthcare products in the consumer retail market; our 
ability to repurchase shares of our common stock and pay dividends on our common stock due to the adequacy of our cash flow and earnings 
and other considerations; non-compliance by any party with the Express Scripts, Inc. pharmacy benefit management services agreement, which 
could result in financial penalties, our inability to meet customer demands, and sanctions imposed by governmental entities, including the 
Centers for Medicare and Medicaid Services; events that result in negative publicity for us or the health benefits industry; failure to effectively 
maintain and modernize our information systems and e-business organization and to maintain good relationships with third party vendors for 
information system resources; events that may negatively affect our licenses with the Blue Cross and Blue Shield Association; possible 
impairment of the value of our intangible assets if future results do not adequately support goodwill and other intangible assets; intense 
competition to attract and retain employees; unauthorized disclosure of member sensitive or confidential information; changes in the economic 
and market conditions, as well as regulations that may negatively affect our investment portfolios and liquidity; possible restrictions in the 
payment of dividends by our subsidiaries and increases in required minimum levels of capital and the potential negative effect from our 
substantial amount of outstanding indebtedness; general risks associated with mergers and acquisitions; various laws and provisions in our 
governing documents that may prevent or discourage takeovers and business combinations; future public health epidemics and catastrophes; 
and general economic downturns. Readers are cautioned not to place undue reliance on these forward-looking statements that speak only as of 
the date hereof. Except to the extent otherwise required by federal securities law, we do not undertake any obligation to republish revised 
forward-looking statements to reflect events or circumstances after the date hereof or to reflect the occurrence of unanticipated events. Readers 
are also urged to carefully review and consider the various disclosures in our SEC reports.  
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For a detailed discussion of our market risks, refer to Item 7A, “Quantitative and Qualitative Disclosures about Market Risk,” included in 
our 2011 Annual Report on Form 10-K. There have been no material changes to any of these risks since December 31, 2011.  

   

We carried out an evaluation as of September 30, 2012, under the supervision and with the participation of our management, including our 
Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure controls and procedures as 
defined in Rule 13a-15(e) of the Securities Exchange Act of 1934. Based upon that evaluation, the Chief Executive Officer and Chief Financial 
Officer concluded that our disclosure controls and procedures are effective in timely alerting them to material information relating to us 
(including our consolidated subsidiaries) required to be disclosed in our reports under the Securities Exchange Act of 1934. In addition, based on 
that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures were effective in 
ensuring that information required to be disclosed by us in the reports that we file or submit under the Securities Exchange Act of 1934 is 
accumulated and communicated to our management, including the Chief Executive Officer and Chief Financial Officer, as appropriate to allow 
timely decisions regarding required disclosures.  

There have been no changes in our internal control over financial reporting that occurred during the three months ended September 30, 
2012 that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.  

PART II. OTHER INFORMATION  
   

For information regarding legal proceedings at September 30, 2012, see the “Litigation” and “Other Contingencies” sections of Note 10, 
“Commitments and Contingencies” to our unaudited consolidated financial statements included in Part I, Item 1 of this Form 10-Q.  

   

Except as set forth below, there have been no material changes to the risk factors disclosed in our 2011 Annual Report on Form 10-K.  

Federal Health Care Reform legislation, as well as expected additional changes in federal or state regulations, could adversely 
affect our business, cash flows, financial condition and results of operation.  

The passage of the Patient Protection and Affordable Care Act, or Affordable Care Act, as well as the Health Care and Education 
Reconciliation Act of 2010, or HCERA, or collectively, Health Care Reform, during 2010 represents significant changes to the current U.S. 
health care system. The legislation is far-reaching and is intended to expand access to health insurance coverage over time by increasing the 
eligibility thresholds for most state Medicaid programs and providing certain other individuals and small businesses with tax credits to subsidize 
a portion of the cost of health insurance coverage. The legislation includes a requirement that most individuals obtain health insurance coverage 
beginning in 2014 and also a requirement that certain large employers offer coverage to their employees or pay a financial penalty. In addition, 
the new laws include certain new taxes and fees, including an excise tax on high premium insurance policies, limitations on the amount of 
compensation that is tax deductible and new fees on companies in our industry, some of which will not be deductible for income tax purposes.  
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The legislation also imposes new regulations on the health insurance sector, including, but not limited to, guaranteed coverage 
requirements, prohibitions on some annual and all lifetime limits on amounts paid on behalf of or to our members, increased restrictions on 
rescinding coverage, establishment of minimum medical loss ratio requirements, a requirement to cover preventive services on a first dollar 
basis, the establishment of state insurance exchanges and essential benefit packages and greater limitations on how we price certain of our 
products. The legislation also reduces the reimbursement levels for our health plans participating in the Medicare Advantage program over time.  

Some of the provisions of the Health Care Reform legislation became effective immediately upon enactment, while other provisions will 
become effective over the next several years. These changes could impact us through potential disruption to the employer-based market, 
potential cost shifting in the health care delivery system to insurance companies and limitations on the ability to increase premiums to meet 
costs. We will need to dedicate material resources and incur material expenses to implement and comply with Health Care Reform at both the 
state and federal levels, including implementing and complying with the future regulations that will provide guidance on an clarification of 
significant portions of the legislation. The Health Care Reform law and regulations are likely to have significant effects on our future operations, 
which in turn, could impact the value of our business model and results of operations, including potential impairments of our goodwill and other 
intangible assets.  

In addition, federal and state regulatory agencies may further restrict our ability to obtain new product approvals, implement changes in 
premium rates or impose additional restrictions, under new or existing laws that could adversely affect our business, cash flows, financial 
condition and results of operations.  

Changes in the regulation of our business by state and federal regulators may adversely affect our business, cash flows, financial 
condition and results of operations.  

Our insurance, managed health care and HMO subsidiaries are subject to extensive regulation and supervision by the insurance, managed 
health care or HMO regulatory authorities of each state in which they are licensed or authorized to do business, as well as to regulation by 
federal and local agencies. We cannot assure that future regulatory action by state insurance or HMO authorities or federal regulatory authorities 
will not have a material adverse effect on the profitability or marketability of our health benefits or managed care products or on our business, 
financial condition and results of operations. In addition, because of our participation in government-sponsored programs such as Medicare and 
Medicaid, changes in government regulations or policy with respect to, among other things, reimbursement levels, eligibility requirements and 
additional governmental participation could also adversely affect our business, financial condition and results of operations. In addition, we 
cannot ensure that application of the federal and/or state tax regulatory regime that currently applies to us will not, or future tax regulation by 
either federal and/or state governmental authorities concerning us could not, have a material adverse effect on our business, operations or 
financial condition.  

State legislatures will continue to focus on health care delivery and financing issues in the wake of Health Care Reform. Most states are 
very focused on how to manage and reduce their budgets and are exploring ways to mitigate costs. As such, they are contemplating significant 
reform of their health insurance markets to include provisions affecting both public programs and privately-financed health insurance 
arrangements. As these proposals are still being debated in the various legislatures, we cannot assure you that, if enacted into law, these 
proposals would not have a negative impact on our business, operations or financial condition. In addition, California continues to consider 
legislative proposals to require prior regulatory approval premium rate increases or establish minimum benefit expense ratio thresholds. These 
proposals include a potential ballot proposition regarding prior regulatory approval of rate increases for the individual and small group products, 
which, if passed, could prevent us from securing necessary rate and benefit changes. This initiative has not yet qualified to be included on the 
ballot. If enacted, these state proposals could have a material adverse impact on our business, cash flows, financial condition or results of 
operations. States also continue to engage in stakeholder discussions around the establishment of exchanges. Now that the Supreme Court has 
decided that the Affordable Care Act is constitutional, states must  
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decide whether to 1) develop their own exchange; 2) rely on the Department of Health and Human Services to operate the exchange in the state; 
or 3) implement a compromise federally facilitated exchange.  

From time to time, Congress has considered various forms of managed care reform legislation, which, if adopted, could fundamentally 
alter the treatment of coverage decisions under ERISA. Additionally, there have been legislative attempts to limit ERISA’s pre-emptive effect on 
state laws and litigants’ ability to seek damages beyond the benefits offered under their plans. If adopted, such limitations could increase our 
liability exposure, could permit greater state regulation of our operations, and could expand the scope of damages, including punitive damages, 
litigants could be awarded. While we cannot predict if any of these initiatives will ultimately become effective or, if enacted, what their terms 
will be, their enactment could increase our costs, expose us to expanded liability or require us to revise the ways in which we conduct business. 
Further, as we continue to implement our e-business initiatives, uncertainty surrounding the regulatory authority and requirements in this area 
may make it difficult to ensure compliance.  

We face intense competition to attract and retain employees. Further, managing key executive succession and retention is critical 
to our success.  

We are dependent on retaining existing employees and attracting additional qualified employees to meet current and future needs and 
achieving productivity gains from our investment in technology. We face intense competition for qualified employees, and there can be no 
assurance that we will be able to attract and retain such employees or that such competition among potential employers will not result in 
increasing salaries. An inability to retain existing employees or attract additional employees could have a material adverse effect on our business, 
cash flows, financial condition and results of operations.  

We would be adversely affected if we fail to adequately plan for succession of our Chief Executive Officer, and senior management and 
retention of key executives. While we have succession plans in place, and continue to review and update those plans, and we have employment 
arrangements with certain key executives, these plans and arrangements do not guarantee that the services of our senior executives will continue 
to be available to us or that we will be able to attract and retain suitable successors.  

The acquisition of a retail contact lenses distributor exposes us to certain risks inherent in the consumer retail market that may 
adversely affect our business, cash flow, financial condition and results of operations.  

Our acquisition of 1-800 CONTACTS, Inc., a direct marketer of contact lenses and eyeglasses through telephone and Internet sites, 
exposes us to certain new risks inherent in the consumer eye care retail market. We rely on manufacturers of contact lenses, eyeglass frames, 
prescription eyeglass lenses, and other associated products to supply sufficient quantities for our needs, and to employ best manufacturing 
practices to avoid product liability claims. Selling prescription medical devices creates numerous regulatory risks due to applicable rules 
promulgated by the U.S. Food and Drug Administration and the Federal Trade Commission. These regulations include prescription verification 
rules, labeling and usage instructions and document retention requirements. Business licensing and registration requirements vary from state to 
state. These requirements are usually interpreted and enforced by state attorneys general. Violations of any of the federal or state regulations and 
requirements could result in civil or criminal penalties or injunctions. All of these risks could result in regulatory action which could have a 
material adverse effect on our business, cash flow, financial condition and results of operations.  

We may not complete the acquisition of AMERIGROUP Corporation within the time frame we anticipate or at all, which could 
have a negative effect on our business or our results of operations.  

On July 9, 2012, we entered into a definitive agreement under which we will acquire all of the outstanding shares of AMERIGROUP 
Corporation, or Amerigroup. The transaction is subject to a number of closing  
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conditions, such as antitrust and other regulatory approvals, which may not be received or may take longer than expected. The transaction is also 
subject to other risks and uncertainties, such as the possibility that Amerigroup could receive an unsolicited proposal from a third party or that 
either we or Amerigroup could exercise our respective termination rights. If the transaction is not consummated within the expected time frame, 
or at all, it could have a negative effect on our ability to execute on our growth strategy or on our financial performance.  

We may experience difficulties in integrating Amerigroup’s business and realizing the expected benefits of the proposed 
acquisition.  

The success of the Amerigroup acquisition, if completed, will depend, in part, on our ability to realize the anticipated business 
opportunities and growth prospects from combining our businesses with those of Amerigroup. We may never realize these business 
opportunities and growth prospects. Integrating operations will be complex and will require significant efforts and expenditures on the part of 
both us and Amerigroup. Our management might have its attention diverted while trying to integrate operations and corporate and administrative 
infrastructures. We might experience increased competition that limits our ability to expand our business, and we might fail to capitalize on 
expected business opportunities, including retaining current customers.  

In addition, we and Amerigroup have operated, and until the completion of the Amerigroup acquisition will continue to operate, 
independently. The integration process could result in the loss of key employees, the disruption of each company’s ongoing businesses, tax costs 
or inefficiencies, or inconsistencies in standards, controls, information technology systems, procedures and policies, any of which could 
adversely affect our ability to maintain relationships with clients, employees or other third parties or our ability to achieve the anticipated 
benefits of the Amerigroup acquisition and could harm our financial performance.  

If we are unable to successfully or timely integrate the operations of Amerigroup’s business into our business, we may be unable to realize 
the revenue growth, synergies and other anticipated benefits resulting from the proposed acquisition and our business and results of operations 
could be adversely affected.  

Even if we complete the Amerigroup acquisition, the acquired business may underperform relative to our expectations.  

Even if we complete the Amerigroup acquisition, the acquired business may underperform, causing our consolidated financial results to 
differ from our own expectations. In particular, Medicaid and Medicare program premiums account for most of Amerigroup’s revenue. Changes 
in Medicaid or Medicare funding by the states or the federal government could substantially reduce Amerigroup’s profitability. The Medicare 
program has been the subject of recent regulatory reform initiatives, most notably the Patient Protection and Affordable Care Act, as amended by 
the Health Care and Education Reconciliation Act of 2010 (the “Affordable Care Act”), which is still in the process of being implemented. It is 
difficult to predict the impact of the Affordable Care Act on Amerigroup’s business before or after the closing of the Amerigroup acquisition due 
to the Affordable Care Act’s complexity, lack of implementing regulations and interpretive guidance, gradual and potentially delayed 
implementation, and possible amendment. The Affordable Care Act, other regulatory reform initiatives or additional changes in existing laws or 
regulations, or their interpretations, could have a material adverse effect on Amerigroup’s business and results of operations before or after the 
closing of the Amerigroup acquisition.  
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Issuer Purchases of Equity Securities  

The following table presents information related to our repurchases of common stock for the periods indicated:  
   

   

   

   

None.  

   

None.  

   

None.  

   

Exhibits: A list of exhibits required to be filed as part of this Form 10-Q is set forth in the Index to Exhibits, which immediately precedes 
such exhibits, and is incorporated herein by reference.  
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS 

Period    

Total Number 
 

of Shares  
Purchased      

Average  
Price Paid 

 
per Share      

Total Number 
 

of Shares  
Purchased  

as Part  
of Publicly  
Announced  
Programs     

Approximate 
 

Dollar Value 
of Shares  

that May Yet 
 

Be Purchased 
 

Under the  
Programs   

(in millions, except share and per share data)                            

July 1, 2012 to July 31, 2012       5,441,771       $ 59.51        5,437,600      $ 2,836.6   
August 1, 2012 to August 31, 2012       3,746,737         55.88        3,743,300        2,627.4   
September 1, 2012 to September 30, 2012       2,084,012         58.92        2,079,600        2,504.9   

         
  

            
  

  

     11,272,520            11,260,500      
         

  

            

  

  

  Total number of shares purchased includes 12,020 delivered to or withheld by us in connection with employee payroll tax withholding 
upon exercise or vesting of stock awards. Stock grants to employees and directors and stock issued for stock option plans and stock 
purchase plans in the consolidated statements of shareholders’  equity are shown net of these shares purchased.  

  Represents the number of shares repurchased through our repurchase program authorized by our Board of Directors. During the three 
months ended September 30, 2012, we repurchased 11,260,500 shares at a cost of $655.3 under the program.  
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SIGNATURES  

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by 
the undersigned thereunto duly authorized.  
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WELLPOINT, INC.  
Registrant  

Date: November 7, 2012   By:   / S /  W AYNE S. D E V EYDT 

    Wayne S. DeVeydt 
    Executive Vice President and Chief Financial Officer 
    (Duly Authorized Officer and Principal Financial Officer) 

Date: November 7, 2012   By:   / S /  J OHN E. G ALLINA 

    John E. Gallina 

    

Senior Vice President, Controller, Chief Accounting Officer and Chief Risk 
Officer (Principal Accounting Officer) 
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Exhibit  
Number      Exhibit 

  2.1      

   

Agreement and Plan of Merger, dated as of July 9, 2012 by and among WellPoint, Inc., WellPoint Merger Sub, Inc. and 
AMERIGROUP Corporation, incorporated by reference to Exhibit 2.1 to the Company’s Current Report on Form 8-K filed on 
July 10, 2012.  
   

(a)    Amendment No. 1 to Agreement and Plan of Merger, dated as of October 2, 2012, by and among WellPoint, Inc., WellPoint 
Merger Sub, Inc. and AMERIGROUP Corporation.  

  3.1      
   

Articles of Incorporation of the Company, as amended effective May 17, 2011, incorporated by reference to Exhibit 3.1 to the 
Company’s Current Report on Form 8-K filed on May 20, 2011. 

  3.2      
   

By-Laws of the Company, as amended effective September 12, 2012, incorporated by reference to Exhibit 3.2 to the Company’s 
Current Report on Form 8-K filed on September 14, 2012. 

  4.1      

   

Indenture dated as of January 10, 2006 between the Company and the Bank of New York Mellon Trust Company, N.A., as trustee 
(formerly known as The Bank of New York Trust Company, N.A.), incorporated by reference to Exhibit 4.1 to the Company’s 
Current Report on Form 8-K dated January 11, 2006, SEC File No. 001-16751.  
   

(a)    Form of the 1.250% Notes due 2015, incorporated by reference to Exhibit 4.2 to the Company’s Current Report on Form 8-
K, filed on September 10, 2012.  

   

(b)    Form of the 1.875% Notes due 2018, incorporated by reference to Exhibit 4.3 to the Company’s Current Report on Form 8-
K, filed on September 10, 2012.  

   

(c)    Form of the 3.300% Notes due 2023, incorporated by reference to Exhibit 4.4 to the Company’s Current Report on Form 8-
K, filed on September 10, 2012.  

   

(d)    Form of the 4.650% Notes due 2043, incorporated by reference to Exhibit 4.5 to the Company’s Current Report on Form 8-
K, filed on September 10, 2012.  

  4.2      
   

Indenture dated as of October 9, 2012 between the Company and The Bank of New York Mellon Trust Company, N.A. as trustee, 
incorporated by reference to Exhibit 4.1 to the Company’s Current Report on Form 8-K filed on October 9, 2012. 

  10.2      
   

Form of Incentive Compensation Plan Restricted Stock Unit Award Agreement, incorporated by reference to Exhibit 10.2(t) to the 
Company’s Current Report on Form 8-K filed on September 14, 2012. 
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WellPoint, Inc. Board of Directors Compensation Program, as amended effective September 12, 2012.  
   

Separation Agreement between WellPoint, Inc. and Angela F. Braly dated as of August 28, 2012, incorporated by reference to 
Exhibit 10.19 to the Company’s Current Report on Form 8-K filed on August 29, 2012.  

    10.20       Separation Agreement between WellPoint, Inc. and Venkata R. Madabhushi dated as of September 19, 2012. 

    31.1      
   

Certification of Chief Executive Officer 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. 

    31.2      
   

Certification of Chief Financial Officer 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. 
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Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002. 
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Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002. 

  101         

   

The following material from WellPoint, Inc.’s Quarterly Report on Form 10-Q, for the quarter ended September 30, 2012, 
formatted in XBRL (Extensible Business Reporting Language): (i) the Consolidated Balance Sheets; (ii) the Consolidated 
Statements of Income; (iii) the Consolidated Statements of Comprehensive Income; (iv) the Consolidated Statements of Cash 
Flows; (v) the Consolidated Statements of Shareholders’  Equity; and (vi) Notes to Consolidated Financial Statements. 



Exhibit 2.1 (a) 

AMENDMENT NO. 1  
TO  

AGREEMENT AND PLAN OF MERGER  

This AMENDMENT NO. 1 TO AGREEMENT AND PLAN OF MERGER (this “ Amendment No. 1 ”), dated as of October 2, 2012, by 
and among WellPoint, Inc., an Indiana corporation (“ Purchaser ”), WellPoint Merger Sub, Inc., a Delaware corporation and an indirect wholly 
owned subsidiary of Purchaser (“ Merger Sub ”) and AMERIGROUP Corporation, a Delaware corporation (“ Company ”), amends that certain 
Agreement and Plan of Merger, dated as of July 9, 2012, by and among Purchaser, Merger Sub and Company (the “ Merger Agreement ”).  

RECITALS:  

WHEREAS, Company, Purchaser and various other parties are defendants in City of Monroe Employees Retirement System, et al., v. 
Capps , C.A. No. 7788-CS (Del. Ch.) (the “ Litigation ”);  

WHEREAS, in connection with the settlement of the Litigation, Purchaser, Company and various other parties have entered into that 
certain Memorandum of Understanding, dated as of October 2, 2012 (the “ Settlement MOU ”);  

WHEREAS, the Settlement MOU provides, among other things, that the parties hereto will amend the Merger Agreement as provided for 
in this Amendment No. 1;  

WHEREAS, Section 8.8 of the Merger Agreement provides that the Merger Agreement may be amended by the parties hereto, with the 
approval of their respective boards of directors, and that any such amendment shall be undertaken by an instrument in writing signed on behalf 
of each of the parties hereto; and  

WHEREAS, the respective boards of directors of Purchaser, Company and Merger Sub have approved this Amendment No. 1.  

NOW, THEREFORE, in consideration of the mutual promises contained herein and in the Merger Agreement, and intending to be legally 
bound hereby, the parties hereto agree as follows:  

1. Section 7.3(b) of the Merger Agreement is hereby amended by replacing the reference to “$146,000,000” therein with “$97,000,000”.  

2. The parties hereby agree that, notwithstanding Section 5.1(b) of the Merger Agreement, Company shall postpone the Company 
Stockholders Meeting to October 23, 2012. The foregoing agreement does not constitute an amendment to Section 5.1(b) of the Merger 
Agreement, which remains in full force and effect.  

3. Capitalized terms used herein which are not otherwise defined herein shall have the meaning given to such terms in the Merger 
Agreement.  

4. Unless the context otherwise requires, the term “Agreement” as used in the Merger Agreement shall be deemed to refer to the Merger 
Agreement as amended hereby.  

5. This Amendment No. 1 shall be effective as of the date first written above, as if executed on such date. Except as expressly provided 
herein, the Merger Agreement is not amended, modified or otherwise affected by this Amendment No. 1, and the Merger Agreement and the 
rights and obligations of the parties thereunder are hereby ratified and confirmed in all respects.  

6. This Amendment No. 1 may be executed in one or more counterparts, each of which shall be deemed an original and all of which shall 
constitute one and the same instrument. The exchange of a fully executed Amendment No. 1 (in counterparts or otherwise) by facsimile or by 
electronic delivery shall be sufficient to bind the parties to the terms of this Amendment No. 1.  

7. This Amendment No. 1 and all disputes between the parties under or related to this Amendment No. 1 or the facts and circumstances 
leading to its execution, whether in contract, tort or otherwise, shall be governed by and construed in accordance with the internal Laws of the 
State of Delaware, applicable to contracts executed in and to be performed entirely within the State of Delaware without regard to the conflicts 
of Laws rules thereof.  
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IN WITNESS WHEREOF, the parties have caused this Amendment No. 1 to be duly executed as of the date first written above.  
   

   

   

[ Amendment No. 1 to Agreement and Plan of Merger ]  

WELLPOINT, INC. 

By:   /s/ Wayne S. DeVeydt 
  Name: Wayne S. DeVeydt 
  Title: EVP & Chief Financial Officer 

WELLPOINT MERGER SUB, INC. 

By:   /s/ Wayne S. DeVeydt 
  Name: Wayne S. DeVeydt 
  Title: President 

AMERIGROUP CORPORATION 

By:   /s/ Nicholas J. Pace 
  Name: Nicholas J. Pace 

  

Title: Executive Vice President, General Counsel 
and Secretary 



Exhibit 10.7 
WELLPOINT, INC.  

BOARD OF DIRECTORS COMPENSATION PROGRAM  
(AS AMENDED EFFECTIVE SEPTEMBER 12, 2012)  

CASH COMPENSATION—Retainers  

Annual Board Retainer:  
   

Annual Retainer for Non-Executive Chair of Board:  
   

Additional Annual Retainer for Committee Chairs:  
   

   

CASH COMPENSATION—Meeting Fees  

Board of Directors Meetings:  
   

   

Committee Meetings:  
   

   

   

   

STOCK COMPENSATION  

Annual Full Value Share Grant:  

Each Director will receive, subject to the deferral described below, an annual grant of the number of shares equal to three and one-half 
times the Annual Board Retainer on the date of the WellPoint, Inc. annual meeting of shareholders. The number of shares of the Annual Full 
Value Share Grant will be calculated using the following formula:  

[Annual Board Retainer X 3.5] divided by [the closing price of the WellPoint, Inc. common stock as reported on the New York Stock 
Exchange on the date of the annual meeting of shareholders] = Number of shares of the Annual Full Value Share Grant.  

Deferral of Full Value Share Grants:  

Each Annual Full Value Share Grant will be deferred for a minimum period of five years from the date of the Grant (“Deferral Period”) in 
accordance with the terms of the Director Deferred Compensation Plan. Such Grants shall not be distributed to the Directors until the earlier of 
the expiration of the Deferral Period or the date on which a Director ceases to be a member of the Board of Directors.  

  
•   $50,000 for all Directors paid quarterly in advance (in four equal installments of $12,500) on January 1, April 1, July 1 and 

October 1.  

  
•   $225,000 for the Non-Executive Chair of Board paid quarterly in advance (in four equal installments of $56,250) on 

January 1, April 1, July 1 and October 1.  

  
•   $15,000 for the Chair of the Audit Committee of the Board of Directors paid quarterly in advance (in four equal installments of 

$3,750) on January 1, April 1, July 1 and October 1.  

  
•   $10,000 for the Chair of each other Committee of the Board of Directors paid quarterly in advance (in four equal installments of 

$2,500) on January 1, April 1, July 1 and October 1.  

  •   $2,000 for Board of Directors Meetings held in person  
  •   $1,000 for Board of Directors Meetings held telephonically unless otherwise specified  

  •   $2,000 for the Audit Committee Meetings held in person  
  •   $1,000 for the Audit Committee Meetings held telephonically unless otherwise specified  
  •   $1,500 for all other Committee Meetings held in person  
  •   $750 for all other Committee Meetings held telephonically unless otherwise specified  



Director Ownership Guidelines:  

Each Director shall have the obligation to own at least $400,000 of WellPoint, Inc. common stock (including deferred shares and phantom 
stock, but not options) commencing on the fifth anniversary of the date such Director became a member of the Board of Directors.  

MISCELLANEOUS  

Annual Physical Exam:  

WellPoint, Inc. will pay the cost of an annual physical examination for each Director.  

Expenses:  

WellPoint, Inc. will reimburse each Director for all travel, lodging and other expenses incurred in connection with the attendance at and/or 
participation in any and all Board of Directors Meetings and Committee Meetings and related matters in accordance with the WellPoint, Inc. 
Travel and Entertainment Policy.  



Exhibit 10.20 

SEPARATION AGREEMENT  

THIS SEPARATION AGREEMENT (the “ Agreement”  ), dated as of September 19, 2012 (the “ Effective Date”  ), between WellPoint, 
Inc., an Indiana corporation (the “ Company”  ) and Venkata R. Madabhushi (the “ Executive”  ).  

WITNESSETH  

WHEREAS, the Executive is a participant in the WellPoint, Inc. Executive Agreement Plan and the corresponding Employment 
Agreement dated July 31, 2012 (collectively, the “ Employment Agreement ”);  

WHEREAS , in accordance with Section 6(d) of the Employment Agreement, the Company has decided to terminate Executive’s 
employment Without Cause;  

WHEREAS , in order to ensure a smooth transition of Executive’s duties to his successor, the Company wants Executive to remain 
employed through January 2, 2013;  

WHEREAS , Executive is willing to remain employed through January 2, 2013 and reasonably assist the Company with the transition of 
his duties.  

NOW THEREFORE , intending to be legally bound and for good and valuable consideration, the Company and Executive agree as 
follows:  
   

   

(a) Executive’s employment with the Company as an employee and not an officer will continue until and cease on January 2, 2013 (“ 
Termination Date ”), without the need for any further notice from the Company; provided, however, that the Company retains the right to 
terminate Executive’s employment sooner if Executive engages in conduct that would constitute Cause for termination of employment, as 
defined in the Employment Agreement, in which case, the Termination Date shall be the date the Company terminates Executive’s employment 
for Cause. Through January 2, 2013, Executive shall continue to be an employee of the Company and the Company shall continue to pay base 
salary to Executive during this period as described in Section 3 of the Employment Agreement. In addition, the Company shall pay the monthly 
Directed Executive Compensation payments at the Executive Vice President level to Executive during this period. In exchange for receiving 
base salary and monthly DEC payments from September 20, 2012 through January 2, 2013, Executive agrees to forego any Annual Incentive 
Plan bonus payment that he might otherwise be entitled to and Executive also agrees that, notwithstanding the grant agreements, all equity grants 
not vested as of September 19, 2012 shall cancel and be forfeited on September 19, 2012. Executive shall cease accruing Paid Time Off as of 
September 19, 2012.  

  1. Recitals . The foregoing recitals are true and correct and incorporated herein. 

  2. Termination of Employment and Severance Benefits . 



(b) As soon as administratively feasible following Executive’s termination of employment, the Company shall pay to Executive a lump 
sum cash payment equal to the value of 37,042 shares based on the greater of the closing price of Company stock on (1) September 19, 2012 or 
(2) January 2, 2013. This payment will be subject to all applicable taxes and withholdings.  

(c) Provided Executive timely signs and does not revoke a Waiver and Release substantially in the form attached to the Employment 
Agreement, the Company shall provide Executive with the severance compensation and benefits described in the Employment Agreement for a 
Separation from Service by reason of a termination of Executive’s employment by the Company for a reason other than death, Disability or 
Cause (i.e., an involuntary termination Without Cause), including, but not limited to, the compensation and benefits described in Sections 3.2 
and 3.3 of the WellPoint, Inc. Executive Agreement Plan.  

(d) The Executive agrees that the restrictive covenants described in Section 9 of the Employment Agreement shall remain in full force and 
effect for 18 months.  
   

   

   

   

   

   

IN WITNESS WHEREOF , the parties hereto have executed this Agreement as of the date first written above.  
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3. Applicable Law . This Agreement shall be governed by and construed in accordance with the laws of the State of Indiana, without 

giving effect to the principles of conflicts of law. 

  
4. Entire Agreement . This Agreement and the Employment Agreement reflect the complete understanding between the parties 

concerning their subject matters, and supersede any and all prior agreements, promises, representations or inducements concerning 
those subject matters. 

  
5. No Admissions . Neither the execution of this Agreement nor the performance of its terms and conditions shall be construed or 

considered by any party or by any other person as an admission of liability or wrongdoing by either party. 

  

6. Counterparts . This Agreement may be executed in one or more counterparts, each of which will be considered an original 
instrument and all of which together will be considered one and the same agreement and will become effective when all executed 
counterparts have been delivered to the respective Parties. Delivery of executed pages by facsimiles transmission or e-mail will 
constitute effective and binding execution and delivery of this Agreement. 

  
7. Assignment . This Agreement shall be binding upon and shall inure to the benefit of the Company and its respective successors and 

assigns. 

  
8. Dispute Resolution . Any disputes arising out of or relating to this Agreement, including the breach or validity thereof, shall be 

finally resolved by arbitration in accordance with the procedure set forth in Section 17 of the Employment Agreement. 
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WELLPOINT, INC. 

By:   /s/ Randal Brown  
Name:   Randal Brown 
Title:   EVP & Chief Human Resources Officer 

EXECUTIVE  

/s/ Venkata R. Madabhushi  
Venkata R. Madabhushi  



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, John Cannon, certify that:  
   

   

   

   

   

   

   

   

   

   

   

   

   

1. I have reviewed this report on Form 10-Q of WellPoint, Inc.; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report; 

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

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 
13a-15(f) and 15d-15(f)) for the registrant and have: 

  
a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 

supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us 
by others within those entities, particularly during the period in which this report is being prepared; 

  
b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under 

our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with generally accepted accounting principles; 

  
c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about 

the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

  
d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s 

most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is 
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent 
function): 

  
a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 

reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and 

  
b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s 

internal control over financial reporting. 

Date: November 7, 2012     /s/ JOHN CANNON  
         Interim President and 
         Chief Executive Officer 



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. I have reviewed this report on Form 10-Q of WellPoint, Inc.; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report; 

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

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 
13a-15(f) and 15d-15(f)) for the registrant and have: 

  
a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 

supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us 
by others within those entities, particularly during the period in which this report is being prepared; 

  
b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under 

our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with generally accepted accounting principles; 

  
c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about 

the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

  
d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s 

most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is 
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent 
function): 

  
a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 

reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and 

  
b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s 

internal control over financial reporting. 

Date: November 7, 2012      /s/ WAYNE S. DEVEYDT  
         Executive Vice President and 
         Chief Financial Officer 



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 WellPoint, Inc. (the “Company”) on Form 10-Q for the period ended September 30, 2012 as filed 
with the Securities and Exchange Commission on the date hereof (the “Report”), I, John Cannon, Interim President and Chief Executive Officer 
of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:  
   

   

   

  (1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

  
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of 

the Company. 

     /s/ JOHN CANNON  
     John Cannon  
     Interim President and Chief Executive Officer  
     November 7, 2012  



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 WellPoint, Inc. (the “Company”) on Form 10-Q for the period ended September 30, 2012 as filed 
with the Securities and Exchange Commission on the date hereof (the “Report”), I, Wayne S. DeVeydt, Executive Vice President and Chief 
Financial Officer of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:  
   

   

   

  (1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

  
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of 

the Company. 

     /s/ WAYNE S. DEVEYDT  
     Wayne S. DeVeydt  
     Executive Vice President and Chief Financial Officer  
     November 7, 2012  


