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(Mark One)
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Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited’, “accelerated filer”, and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act (Check one):
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

WellPoint, Inc.
Consolidated Balance Sheets

September 3C December 31
2011 2010
(In millions, except share dat (Unaudited)
Assets
Current assets
Cash and cash equivalel $ 2,508.¢ $ 1,788.¢
Investments availak-for-sale, at fair value
Fixed maturity securities (amortized cost of $12,8land $15,545.¢ 16,479.: 16,069.!
Equity securities (cost of $990.1 and $86: 1,164.¢ 1,236.
Other invested assets, currn 15.€ 21.1
Accrued investment incorr 178.C 177.¢
Premium and se-funded receivable 3,309.¢ 3,041.¢
Other receivable 991.€ 878.€
Income taxes receivab 754 32.:2
Securities lending collater 771.¢ 900.%
Deferred tax assets, r 456.7 460.¢
Other current asse 1,600.! 1,534..
Total current asse 27,552.: 26,140.¢
Long-term investments availal-for-sale, at fair value
Fixed maturity securities (amortized cost of $26iné $215.8 267.1 221.¢
Equity securities (cost of $28.4 and $3: 29.1 33.4
Other invested assets, lc-term 1,004.¢ 865.4
Property and equipment, r 1,316.¢ 1,155.¢
Goodwill 13,846.¢ 13,264.¢
Other intangible asse 7,994.; 7,996.¢
Other noncurrent asse 539.1 488.<
Total assets $ 52,549.¢ $ 50,166.¢
Liabilities and shareholders’ equity
Liabilities
Current liabilities:
Policy liabilities:
Medical claims payabl $ 5,459. $ 4,852.¢
Reserves for future policy benef 58.€ 56.4
Other policyholder liabilitie! 2,000.! 1,909..
Total policy liabilities 7,518.¢ 6,817.¢
Unearned incom 1,638.¢ 891.«
Accounts payable and accrued expel 2,814.¢ 2,942.;
Security trades pending payal 84.F 33.:
Securities lending payab 773.1 901.t
Shor-term borrowings 100.( 100.(
Current portion of lon-term debt 1,274.. 705.¢
Other current liabilitie: 1,582.¢ 1,617.0
Total current liabilities 15,786.: 14,009.!
Long-term debt, less current porti 8,622.: 8,147.¢
Reserves for future policy benefits, noncurt 703. 646.7
Deferred tax liabilities, ne 2,754 2,586.¢
Other noncurrent liabilitie 965.1 963.4
Total liabilities 28,831.¢ 26,354.:
Commitment and contingenc—Note 10
Shareholde’ equity
Preferred stock, without par value, shares autec—100,000,000; shares issued and outsta—none — —
Common stock, par value $0.01, shares authc—900,000,000; shares issued and outstanding: 34928 @&nd 377,736,92 35 3.8
Additional paic-in capital 12,009.¢ 12,862.t
Retained earning 11,572.¢ 10,721.¢
Accumulated other comprehensive incc 132.2 224.¢
Total shareholders’ equity 23,718.. 23,812.
Total liabilities and shareholders equity $ 52,549.¢ $ 50,166.!

See accompanying notes.
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WellPoint, Inc.
Consolidated Statements of Income

(Unaudited)
Three Months Ended Nine Months Ended
September 30 September 30
2011 2010 2011 2010

(In millions, except per share dat
Revenues
Premiums $14,181.( $13,366.° $41,779. $40,533.
Administrative fee: 963.1 937.2 2,882.¢ 2,787..
Other revenui 10.4 4.6 27.€ 28.¢
Total operating revent 15,155.: 14,308.! 44,689. 43,350..
Net investment incom 170.¢ 205.¢ 543.% 608.¢
Net realized gains on investme| 94.¢ 61.€ 193.t 146.t
Otherthar-temporary impairment losses on investme

Total othe-thar-temporary impairment losses on investme (28.¢) (10.9 (44.7) (53.2)

Portion of other-than-temporary impairment losszognized in other

comprehensive incon 5.6 7.2 11.C 24.2

Other-thar-temporary impairment losses recognized in inci (22.9) 3.2 (33.9) (29.0)
Total revenue 15,398.( 14,572.. 45,393.( 44,076.!
Expenses
Benefit expens 12,062.¢ 11,205.¢ 35,212.¢ 33,573.
Selling, general and administrative exper

Selling expens 403.( 400.5 1,205.¢ 1,206.:

General and administrative expel 1,716.¢ 1,662.! 5,001.¢ 5,185.¢
Total selling, general and administrative expe 2,119.¢ 2,063.. 6,207.: 6,392.(
Interest expens 108.Z 106.: 317.7 305.¢
Amortization of other intangible asst 62.1 60.4 175.k 182.(
Impairment of other intangible ass — — — 21.1
Total expense 14,352.¢ 13,435.! 41,913.: 40,474.
Income before income tax expens 1,045.. 1,136.¢ 3,479.7 3,601.°
Income tax expens 362.( 3977 1,168.: 1,263.
Net income $ 683.C $ 739.1 $ 2,311.¢ $ 2,338.:
Net income per share
Basic $ 192 $ 18¢ $ 6.3 $ 55¢
Diluted $ 1.9C $ 184 $ 6.2 $ 552
Dividends per share $ 0.2¢ $ — $ 0.7¢ $ —

See accompanying notes.
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WellPoint, Inc.
Consolidated Statements of Cash Flows
(Unaudited)

(In millions)

Operating activities
Net income
Adjustments to reconcile net income to net caskigeal by operating activitie:
Net realized gains on investme
Other-thar-temporary impairment losses recognized in inci
Loss on disposal of asst
Deferred income taxe
Amortization, net of accretio
Impairment of other intangible ass
Depreciation expens
Shar-based compensatic
Excess tax benefits from sh-based compensatic
Changes in operating assets and liabilities, neffett of business combinatior
Receivables, n¢
Other invested asse
Other asset
Policy liabilities
Unearned incom
Accounts payable and accrued expel
Other liabilities
Income taxe:
Other, ne

Net cash provided by operating activities

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

Net cash used in investing activitie

Financing activities

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

Repayments of lor-term borrowings

Proceeds from sh«-term borrowings

Repayments of she-term borrowings

Changes in securities lending paya

Changes in bank overdra

Repurchase and retirement of common s

Cash dividend

Proceeds from issuance of common stock under ere@lstock plan
Excess tax benefits from sh-based compensatic

Net cash used in financing activitie:

Effect of foreign exchange rates on cash and cashuvalents
Change in cash and cash equivals

Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of peric

See accompanying notes.

Nine Months Ended

September 30

2011 2010
$ 2,311 $2,338.:
(193.5) (146.5)
33.7 29.C
25 1.2
151.: 111.C
386.: 364.:
— 21.1
71.1 78.2
98.1 96.€
(38.9 (25.1)
(357.2) (22.¢)
(8.6) 8.¢
(107.3) (89.9)
647.¢ (422.9)
747.2 (60.€)
(412.2) (152.9)
(5.2 (116.¢)
14.1 (1,143
(25.0 (38.9)
3,316. 829.7
(10,017.) (8,212.6)
8,187.: 5,454..
1,561.: 2,542.¢
(219.0 (191.9
122.] 157.1
(139.9 (67.9)
19.2 254
128.2 (498.9)
(602.3) 0.2)
(334.9 (333.9)
1.3 6.C
(29.7) (50.9)
(1,323.9) (1,168.9
658.€ (109.5)
1,097.¢ 1,088t
(703.¢) (480.0
100.( 100.(
(100.0) —
(128.9) 498.:
159.7 (123.0
(2,354.7) (3,345.)
(272.3) —
229.2 116.2
38.4 25.1
(1,275.9) (2,229.9)
15 1.3
719.¢ (2,569.9
1,788.¢ 4,816.:
$ 2,508.¢ $2,246..
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WellPoint, Inc.

Consolidated Statements of Shareholders’ Equity

(Unaudited)

Common Stock

Accumulated
Other

Total

Number of Additional Comprehensive Shareholders’
Par Paid-in Retained
Shares Value Capital Earnings Income Equity

(In millions)
January 1, 201 3777 $38 $12,862.¢ $10,721.¢ $ 224.¢ $ 23,812.
Net income — — — 2,311.. — 2,311..
Change in net unrealized gains/losses on invesy — — — — (104.9) (204.%)
Non-credit component of oth-thar- temporary impairmer

losses on investments, net of ta — — — — 2.3 2.3
Change in net unrealized gains/losses on cashtfenges — — — — (20.6¢ (20.6)
Change in net periodic pension and postretiremests — — — — 19.C 19.C
Foreign currency translation adjustme — — — — 1.2 1.2
Comprehensive incorn 2,219.(
Repurchase and retirement of common s (342 (0.9 (1,168.¢) (2,185.9) — (2,354.)
Dividends and dividend equivaler — — — (274.9 — (274.9
Issuance of common stock under employee stock phetof

related tax benefit 5.7 — 315.¢ — — 315.¢
September 30, 201 349.z $3E5 $12,009.4 $11572% % 1322  $ 23,718..

See accompanying notes.
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(In millions)

January 1, 201

Net income

Change in net unrealized gains/losses on invesy

Non-credit component of oth-thar- temporary impairmer
losses on investments, net of ta

Change in net unrealized gains/losses on cashtfenges

Change in net periodic pension and postretiremests

Foreign currency translation adjustme

Comprehensive incorr

Repurchase and retirement of common s

Issuance of common stock under employee stock phetof
related tax benefit

September 30, 201

See accompanying notes.

(Unaudited)

WellPoint, Inc.
Consolidated Statements of Shareholders’ Equity

Common Stock

Accumulated
Other

Total

Number of Additional Comprehensive Shareholders’
Par Paid-in Retained

Shares Value Capital Earnings Income Equity
449.¢ $4.E5 $15192. $9,598! $ 68.1 $ 24,863..
— — — 2,338.: — 2,338.C
— — — — 312.¢ 312.¢
— — — — (3.2) (3.2)
— — — — (15.0) (15.0)
— — — — 10.2 10.2
= = = = (0.5) (0.5
2,642.¢
(58.9 (0.5)  (1,989.)  (1,355.0 — (3,345.)
3.6 — 200.¢ — — 200.¢
3946 $4.C $13,403.! $10,581.¢ $ 3724 $ 24,361
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WellPoint, Inc.
Notes to Consolidated Financial Statements
(Unaudited)
September 30, 2011

(In Millions, Except Per Share Data or Otherwisat8tl Herein)

1. Organization

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

We are one of the largest health benefits companiessms of medical membership in the United Staserving 34.4 medical members
through our affiliated health plans and a totatnafre than 66.1 individuals through our subsidiagige®f September 30, 2011. We offer a broad
spectrum of network-based managed care plansge &rd small employer, individual, Medicaid andisemarkets. Our managed care plans
include: preferred provider organizations, or PR@slth maintenance organizations, or HMOs; pofrgenvice, or POS, plans; traditional
indemnity plans and other hybrid plans, includiegsumer-driven health plans, or CDHPs; and hospithl and limited benefit products. In
addition, we provide a broad array of managed sareices to self-funded customers, including clgimsessing, underwriting, stop loss
insurance, actuarial services, provider networleascmedical cost management, disease managenadness programs and other
administrative services. We also provide an arfapecialty and other products and services sudifiessnd disability insurance benefits,
dental, vision, behavioral health benefit servicadjology benefit management, analytics-driverspeal health care guidance and long-term
care insurance. We are licensed to conduct insaraperations in all 50 states through our subsetiar

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

2. Basis of Presentation

The accompanying unaudited consolidated finantééments have been prepared in accordance withggrerally accepted accounting
principles, or GAAP, for interim financial reporginAccordingly, they do not include all of the infioation and footnotes required by GAAP
complete financial statements. We have omittechaefbotnote disclosures that would substantiallplatate the disclosures in our 2010
Annual Report on Form 10-K, unless the informationtained in those disclosures materially changesd i@quired by GAAP. In the opinion
of management, all adjustments, including normalinéng adjustments, necessary for a fair stateroktite consolidated financial statements
as of and for the three and nine months ended Sé&ete30, 2011 and 2010 have been recorded. Thitsre$wperations for the three and nine
months ended September 30, 2011 are not necessaliative of the results that may be expectedHerfull year ending December 31, 2011.
These unaudited consolidated financial statemdmaslg be read in conjunction with our audited cdidsded financial statements for the year
ended December 31, 2010 included in our 2010 AnRegbrt on Form 10-K.

Certain of our subsidiaries operate outside olthied States and have functional currencies dtiaar the U.S. dollar, or USD. We
translate the assets and liabilities of those slidrées to USD using the exchange rate

-8-
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in effect at the end of the period. We translaterttvenues and expenses of those subsidiariesRausig the average exchange rates in effect
during the period. The net effect of these traimtaddjustments is included in “Foreign curren@nsiation adjustments” in our consolidated
statements of shareholders’ equity.

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

Certain other prior year amounts have been refiled4o conform to the current year presentation.

3. Business Combinations

On August 22, 2011, we completed our acquisitioGafeMore Health Group, Inc., or CareMore. CareMsie senior focused health
care delivery Medicare Advantage program desigoetktiver proactive, integrated, individualized lieaare in select California, Arizona and
Nevada markets. CareMcs leading programs and services provide membelts quiality care through a hands-on approach to care
coordination, convenient neighborhood care ceraedsexercise facilities and intensive treatmerthwbnic conditions. This approach enhar
our ability to create better health outcomes fori@s by engaging members both on the front ermliofelationship, through comprehensive
health screenings and enhanced preventive careghendyhout the spectrum of their health care neElds acquisition of CareMore supports
our strategic plans to capitalize on new opporiesitor growth in the changing marketplace andréaie the best health care value in our
industry.

In accordance with Financial Accounting Standardar, or FASB, Accounting Standards Codificatio®-80Business Combinationsy
ASC 805, the preliminary consideration transfenses allocated to the fair value of CareMore’s asaetjuired and liabilities assumed,
including identifiable intangible assets. The excekthe consideration transferred over the faine®f net assets acquired resulted in
preliminary non tax-deductible goodwill of $58313September 30, 2011, all of which was allocatedunConsumer segment. Preliminary
goodwill recognized from the acquisition of Care@rimarily relates to the expected future synerffiem the expansion of CareMore’s
business model to our members. In accordance w8 805, any additional payments or receipts of castilting from contractual purchase
price adjustments or any subsequent adjustments atie assets acquired or liabilities assumehguaihe measurement period will be
recorded as an adjustment to goodwiill.

The preliminary fair value of net assets acquiredif CareMore includes $172.6 of other intangibkets which primarily consist of
customer relationships, trade name and providatiogiships and have amortization periods rangiomften to twenty years.

The results of operations of CareMore are included/ellPoint’s consolidated financial statementstfte period following August 22,
2011. The pro-forma effects of this acquisition foior periods were not material to our consolidatesults of operations.

4. Restructuring Activities

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

-0-
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The 2010 restructuring activities were initiatechagsult of a change in strategic focus primarnilyesponse to Federal health care reform
legislation. Activity related to these liabilitiésr the nine months ended September 30, 2011, diyeet, is as follows:

Commercial Consumel Other Total
2010 Restructuring Activities
Employee termination cost
Liability for employee termination costs at Januar2011 $ 531 $ 19.C $4.¢ $77.C
Payment: (20.9 (7.5) (1.9 (30.9)
Liability releasec (13.5) (4.9 (1.9 (19.¢)
Liability for employee termination costs at SeptemB0, 2011 18.7 6.7 1.7 27.1
Lease and other contract exit co:
Liability for lease and other contract exit costdanuary 1, 201 14.4 4.3 1.6 20.€
Payment: (3.4 (1.0 (0.4 (4.9
Liability releasec (2.2 (0.7 (0.3 (3.9
Liability for lease and other contract exit costSaptember 30, 201 8.8 2.6 1.2 12.€
Total liability for 2010 restructuring activities September 30, 201 $ 27F $ 93 $2¢ $39.7

The 2009 restructuring activities were executed essult of a strategic realignment of our corposdtategy. Activity related to these
liabilities for the nine months ended September2Bd,1, by segment, is as follows:

Commercial Consumel Other Total
2009 Restructuring Activities
Employee termination cost
Liability for employee termination costs at Janur2011 $ 12.C $ 27 $1.3 $16.C
Payment: (7.2 (1.6) (0.7 (9.9
Liability releasec (2.5 (0.5 (0.3 (3.9
Liability for employee termination costs at SeptemB0, 2011 24 0.6 0.3 3.3
Lease and other contract exit co
Liability for lease and other contract exit costdanuary 1, 201 27.4 3.0 8.7 39.1
Payment: (0.9 (0.2) (0.3 (1.9
Liability for lease and other contract exit costSaptember 30, 201 26.5 2.9 8.4 37.¢
Total liability for 2009 restructuring activitie$ September 30, 201 $ 28.C $ 35 $8.7 $41.1

5. Investments

We evaluate our investment securities for othentfeenporary declines based on qualitative and dfaéine factors. Other-than-
temporary impairment losses recognized in incorteded $22.9 and $3.2 for the three months endeteBdyer 30, 2011 and 2010,
respectively. Other-than-temporary impairment Issgeognized in income totaled $33.7 and $29.@h®mnine months ended September 30,
2011 and 2010, respectively. There were no indadighssignificant other-than-temporary impairmengédes on investments by issuer during the
three and nine months ended September 30, 201204itd We continue to review our investment portielinder our impairment review
policy. Given the current market conditions andshgmificant judgments involved, there is a conitirgurisk that further declines in fair value
may occur and additional material other-than-terapoimpairment losses on investments may be reddrd&iture periods.

The changes in the amount of the credit componkaither-than-temporary impairment losses on fixeaturity securities recognized in
income, for which a portion of the other-than-temgrg impairment losses was recognized in other celgmsive income, was not material for
the three and nine months ended September 30,8012010.

-1C-
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A summary of current and long-term investmentsjlalbe-for-sale, at September 30, 2011 and Dece®bg2010 is as follows:

Non-Credit
Component o
Gross Unrealized Losse Other-Than-
Temporary
Gross Impairments
Cost or Unrealized Greater than Recognized ir
Amortized Less than Estimated
Cost Gains 12 Months 12 Months Fair Value AOCI
September 30, 2011
Fixed maturity securities
United States Government securi $ 5532 $ 427 $ (01 $ — $ 595.¢ $ —
Government sponsored securit 200.¢ 3. — — 204.¢ —
States, municipalities and political subdivisiongxt
exempt 5,043t 292t (4.5) (29.0 5,312t (0.5)
Corporate securitie 7,122} 2817 (119.5 (7.3 7,277 .. —
Options embedded in convertible debt secur 70.2 — — — 70.2 —
Residential mortga¢-backed securitie 2,562.. 121.2 (5.9) (12.0 2,666.( (3.2)
Commercial mortga¢-backed securitie 368.1 9.7 (2.2 (2.2 373.k —
Other debt obligation 252.% 4.2 (1.0 (9.3 246.2 (1.8
Total fixed maturity securitie 16,173.( 755.¢ (132.6) (49.¢) 16,746.! $ (5.9
Equity securitie: 1,018.! 227.( (51.6) — 1,193.¢
Total investments, availat-for-sale $17,191.! $ 982.¢ $ (1847 $  (49.6) $17,940.
December 31, 2010
Fixed maturity securitie:
United States Government securi $ 500¢ $ 141 $ (36 $ — $ 511¢ % —
Government sponsored securit 325.¢ 6.C (0.8 — 330.¢ —
States, municipalities and political subdivisiongxt
exempt 4,630.: 130.t (38.9 (29.6) 4,692.: —
Corporate securitie 6,850.: 385.1 (16.9) (7.2 7,211.: (0.9
Options embedded in convertible debt secur 108.: — — — 108.: —
Residential mortga¢-backed securitie 2,747 113.7 (9.0 (15.9) 2,836.! (6.2)
Commercial mortga¢-backed securitie 330.¢ 9.2 (1.5) (2.2 336.4 —
Other debt obligation 268.( 6.2 (0.3 (9.4) 264.k (2.7)
Total fixed maturity securitie 15,761. 664.¢ (71.0 (63.7 16,291.. $ (9.9
Equity securitie: 894.2 383.2 (7.9) — 1,269.¢
Total investments, availat-for-sale $16,655.. $1,048.( $ (78.f) $ (63.7) $17,560.!

At September 30, 2011, we owned $3,039.5 of moedmarked securities and $246.2 of asset-backeditseswut of a total available-
for-sale investment portfolio of $17,940.4. Theseusities included sub-prime and Alt-A securitieifviair values of $62.4 and $199.4,
respectively. These sub-prime and Alt-A securitiad accumulated net unrealized losses of $6.9 @] fespectively. The average credit
rating of the sub-prime and Alt-A securities waB"Band “B”, respectively.

-11-
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The following tables summarize for fixed maturigcarities and equity securities in an unrealizesd lposition at September 30, 2011
December 31, 2010, the aggregate fair value arssgrorealized loss by length of time those seesrhiave been continuously in an unrealized
loss position.

12 Months or Less Greater than 12 Months
Gross Gross
Number of Unrealized Number of Estimated Unrealized
Estimated
Securities Fair Value Loss Securities Fair Value Loss
(Securities are whole amounts)
September 30, 2011
Fixed maturity securities
United States Government securi 6 $ 395 $ (0. — $ — $ —
Government sponsored securit 3 38.8 — — — —
States, municipalities and political subdivisi—tax-exempt 72 264.: (4.5) 89 181.2 (219.0
Corporate securitie 1,402 2,781.¢ (219.5 28 33.¢ (7.3
Residential mortgar-backed securitie 85 159.2 (5.9 70 87.¢ (12.0
Commercial mortga¢-backed securitie 35 127.2 (2.2 4 9.2 (2.2
Other debt obligation 32 88.C (1.0 32 37.2 (9.9
Total fixed maturity securitie 1,63t 3,498.: (232.¢ 228 349.¢ (49.9)
Equity securitie: 1,48¢ 291.] (51.6) — — —
Total fixed maturity and equity securi 3,11¢ $3,789.. $ (184.9) 222 $ 349.. $ (49.9
December 31, 2010
Fixed maturity securitie:
United States Government securi 23 $ 142¢ $ (3. — $ — $ —
Government sponsored securit 24 103.t (0.9 — — —
States, municipalities and political subdivisi—tax-exempt 44¢ 1,493.: (38.9) 101 166.1 (29.¢)
Corporate securitie 742 1,436.: (16.9) 65 92.¢ (7.2
Residential mortga-backed securitie 27¢ 512.¢ (9.0 82 149.¢ (15.9
Commercial mortga¢-backed securitie 34 107.t (1.5 3 8.1 (2.2
Other debt obligation 28 60.€ (0.9 38 46.4 (9.9
Total fixed maturity securitie 1,57¢ 3,856.¢ (71.0 28¢ 463.£ (63.7)
Equity securitie: 36E 81.€ (7.8 — — —
Total fixed maturity and equity securi 1,94/ $3,938.:. $ (78.§ 28 $ 463.2 $ (63.7)

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

Amortized Estimated

Cost Fair Value

Due in one year or less $ b561.: $ 593.€
Due after one year through five ye. 4,912.¢ 5,049.¢
Due after five years through ten ye 4,511.¢ 4,704.;
Due after ten yeal 3,257.: 3,359.1
Mortgage-backed securitie 2,930.! 3,039.f
Total availabl-for-sale fixed maturity securitie $16,173.( $16,746.!

During the nine months ended September 30, 20150lt$8,309.2 of fixed maturity and equity sedesif which resulted in gross
realized gains of $239.2 and gross realized los6847.5. In the ordinary course of
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business, we may sell securities at a loss fomalen of reasons, including, but not limited to:dfijfanges in the investment environment;
(i) expectation that the fair value could deteaiwrfurther; (iii) desire to reduce exposure tassaer or an industry; (iv) changes in credit
quality; or (v) changes in expected cash flow.

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

6. Fair Value

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

Level Input: Input Definition:

Level | Inputs are unadjusted, quoted prices for identisakts or liabilities in active markets at the raemment
date.

Level Il Inputs other than quoted prices included in Leubbt are observable for the asset or liabilitptiyh
corroboration with market data at the measuremats.

Level I Unobservable inputs that reflect manager's best estimate of what market participants wosklin pricing

the asset or liability at the measurement ¢
Transfers between levels, if any, are recorded #sedeginning of the reporting period.

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

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

Fixed maturity securities, available-for-saleair values of available-for-sale fixed maturitggaties are based on quoted market prices,
where available. These fair values are obtainadamly from third party pricing services, which gaally use Level | or Level Il inputs, for the
determination of fair value to facilitate fair valtneasurements and disclosures. United States @Bogat securities represent Level |
securities, while Level Il securities primarily Inde corporate securities, securities from statesjicipalities and political subdivisions and
mortgage-backed securities. For securities notelgtiraded, the third party pricing services mag quoted market prices of comparable
instruments or discounted cash flow analyses, pa@ting inputs that are currently observable enrtrarkets for similar securities. Inputs that
are often used in the valuation methodologies oheldut are not limited to, broker quotes, benctkmalds, credit spreads, default rates and
prepayment speeds. We also have certain fixed iyasarcurities, primarily corporate debt and otfieed maturity securities, that are
designated Level Il securities. For these seasitihe valuation methodologies may incorporat&dirquotes or assumptions for benchmark
yields, credit spreads, default rates and prepayspgeds that are not observable in the mar

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

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

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

We obtain only one quoted price for each securiynfthird party pricing services, which are deritecbugh recently reported trades for
identical or similar securities making adjustmeht®ugh the reporting date based upon availabl&etabservable information. As we are
responsible for the determination of fair value, peeform monthly analysis on the prices receivednfthird parties to determine whether the
prices are reasonable estimates of fair value.aDalysis includes a review of month-to-month pfiaetuations. If unusual fluctuations are
noted in this review, we may obtain additional mf@tion from other pricing services to validate thumted price. There were no adjustmen
guoted market prices obtained from third partyipgcservices during the three and nine months eSdpdember 30, 2011 and 2010 that were
material to the consolidated financial statements.

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

Level | Level Il Level llI Total
September 30, 2011
Assets:
Cash equivalent $1,437." $ — $ — $ 1,437.
Investments availak-for-sale:
Fixed maturity securitie:
United States Government securit 595.¢ — — 595.¢
Government sponsored securit — 204.¢ — 204.¢
States, municipalities and political subdivisi— tax-exempt — 5,312. — 5,312.!
Corporate securitie — 7,096.¢ 180.t 7,277 ..
Options embedded in convertible debt secur — 70.2 — 70.2
Residential mortgar-backed securitie — 2,656.¢ 9.2 2,666.(
Commercial mortga¢-backed securitie — 366.¢ 6.€ 373.k
Other debt obligation — 180.¢ 65.3 246.2
Total fixed maturity securitie 595.¢ 15,889.( 261.€ 16,746.!
Equity securitie: 1,032.: 135.c 26.t 1,193.¢
Other invested assets, curr 15.¢ — — 15.¢
Securities lending collater 376.% 395.¢ — 771.¢
Derivatives excluding embedded options (reportett wiher noncurrent asse — 92.F — 92.F
Total assets $3,457.¢ $16,512.: $288.1 $20,258..
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December 31, 2010
Assets:
Cash equivalent
Investments availat-for-sale:
Fixed maturity securitie:
United States Government securit
Government sponsored securit
States, municipalities and political subdivisi— tax-exempt
Corporate securitie
Options embedded in convertible debt secur
Residential mortgac-backed securitie
Commercial mortga¢-backed securitie
Other debt obligation
Total fixed maturity securitie
Equity securitie:
Other invested assets, curn
Securities lending collater
Derivatives excluding embedded options (reporteti wiher noncurrent asse
Total assets

Level | Level Il Level Ill Total
$1,374.¢ $ = $ — $ 1,374.¢
511.¢ — — 511.¢
— 330.¢ — 330.¢
— 4,692.: — 4,692.:
— 6,932.¢ 278.¢ 7,211.:
— 108.: — 108.:
— 2,832.° 3.8 2,836.¢
— 328.¢ 7.8 336.4
— 183.1 81.Z 264.%
511.¢ 15,408.! 371.¢ 16,291.
1,202.: 50.C 17.: 1,269.¢
21.1 — — 21.1
355.7 544 ¢ — 900.:
— 95.¢ — 95.¢
$3,465..  $16,098..  $388.7  $19,952.!

A reconciliation of the beginning and ending baksof assets measured at fair value on a recusdaig using Level Il inputs for the

three months ended September 30, 2011 and 20%(fai@ws:

Residential Commercial
Corporate Mortgage-backec Mortgage-backec Other Debt
Securities Securities Securities Obligations
Three Months Ended September 30, 201:
Beginning balance at July 1, 20 $ 182.¢ $ — $ 13.1 $ 63.¢
Total gains (losses
Recognized in net incon (0.6) — — 0.4
Recognized in accumulated ot}
comprehensive incon (3.5 0.1 (0.9 (2.5
Purchase 4.6 — — 7.4
Sales (2.5 — (5.€) (7.€)
Issuance: — — — —
Settlement: (1.2 (0.6) (0.5 3.9
Transfers into Level Il — 9.7 — 7.7
Transfers out of Level — — — —
Ending balance at September 30, 2 $ 180.f $ 9.2 $ 6.€ $ 65.:
Change in unrealized losses included in
income related to assets still held for tr
three months ended September 30, 2 $ (0.6 $ — $ — $ (0.2

Equity

Securities Total

$ 29.C $288.t
(0.9 (0.6)
(2.2) (8.5)
0.1 12.1
— (14.7)
— (6.1)
— 17.£

$ 26.F $288.1

$ (0.9 $ (1.2
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Residential Commercial
Corporate Mortgage-backec Mortgage-backec Other Debt Equity
Securities Securities Securities Obligations Securities Total
Three Months Ended September 30, 201(
Beginning balance at July 1, 20 $ 227.: $ — $ 7.2 $ 88.C $ 3.9 $326.€
Total gains (losses
Recognized in net incon — — — (0.9 (1.9 (2.7
Recognized in accumulated other
comprehensive incon 11.¢ — 0.9 4.C 1.2 17.¢
Purchases, sales, issuances and settlements,
net (14.9) — (0.3 (9.7 — (24.9)

Transfers into Level Il — — — _ — _
Transfers out of Level Il — — — _

Ending balance at September 30, 2 $ 224 $ — $ 7.8 $ 827 $ 33 $317.5
Change in unrealized losses included in

income related to assets still held for the

three months ended September 30, Z $ — $ — $ — $ (0.9 $ (1.9 $ (L9

A reconciliation of the beginning and ending baksof assets measured at fair value on a recusdaig using Level Il inputs for the
nine months ended September 30, 2011 and 201(ad@ss:

Residential Commercial
Corporate Mortgage-backec Mortgage-backec Other Debt Equity
Securities Securities Securities Obligations Securities Total
Nine Months Ended September 30, 201:
Beginning balance at January 1, 2! $ 278.¢ $ 3.8 $ 7.8 $ 814 $ 17.2 $ 388.1
Total gains (losses
Recognized in net incon 5.9 — — (0.2 4.3 1.4
Recognized in accumulated ot}
comprehensive incon (10.0 0.1 0.1 (1.5 3.5 (7.9
Purchase 19.€ — — 10.€ 10.2 41.C
Sales (25.9 (3.6) (5.€) (29.7) (0.9 (54.1)
Issuance: — — — — — —
Settlement: (229.%) (0.9 (2.7 (24.0 — (145.¢
Transfers into Level Il 41.4 9.7 5.4 7.8 0.2 64.t
Transfers out of Level — — — — — —
Ending balance at September 30, 2 $ 180.f $ 9.2 $ 6.€ $ 65.: $ 26.F $ 288.1
Change in unrealized losses included in
income related to assets still held for tr
nine months ended September 30, 2 $ (0.6 $ — $ — $ (05 $ (43 $ (5.9
Nine Months Ended September 30, 201(
Beginning balance at January 1, 2( $ 231.7 $ 2.0 $ 7.1 $ 106.C $ 45 $ 351.:
Total gains (losses
Recognized in net incon 0.3 — — (3.9 (2.6) (5.6)
Recognized in accumulated other
comprehensive incon 19.: — 1kt 11.¢ 0.9 33.¢
Purchases, sales, issuances and settlen
net (31.7) (2.0 (0.9) (32.9 0.5 (65.€)
Transfers into Level Il 4.0 — — — — 4.C
Transfers out of Level Il — — — — — —
Ending balance at September 30, 2 $ 224.C $ — $ 7.8 $ 822 $ 3.3 $ 317.F
Change in unrealized losses included in r
income related to assets still held for tF
nine months ended September 30, 2 $ — $ — $ — $ (03 $ (2.6 $ (29
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There were no material transfers between Levéll, 11l during the three and nine months endegt8mber 30, 2011 and 2010.

As disclosed in Note 3, “Business Combinations”,ceepleted our acquisition of CareMore on AugustZ2L1. The preliminary values
of net assets acquired in our acquisition of CaneMamd resulting goodwill and other intangible &sseere recorded at fair value using Level
[l inputs. The majority of CareMore’assets acquired and liabilities assumed werededat their carrying values as of the date otisitipn,
as their carrying values approximated their faluga due to their short-term nature. The fair valofegoodwill and other intangible assets
acquired in our acquisition of CareMore were ingédisnestimated based on the income approach. Tdwrie approach estimates fair value
based on the present value of the cash flows lleaa$sets can be expected to generate in the.ffiardeveloped internal estimates for the
expected cash flows and discount rate in the ptesdne calculation. Other than assets acquirediahdities assumed in our acquisition of
CareMore, there were no other assets or liabilitieasured at fair value on a nonrecurring basimduhe three and nine months ended
September 30, 2011.

The carrying values and estimated fair valuesraritial instruments not recorded at fair value wnamnsolidated balance sheet at
September 30, 2011 and December 31, 2010 arelaw$ol

September 30, 2011 December 31, 2010
Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value
Assets:
Other invested assets, I-term $1,004.: $1,004.: $ 865.2 $ 865.2
Liabilities:
Debt:
Shor-term borrowings 100.( 100.( 100.( 100.(
Commercial pape 994.¢ 994.¢ 336.2 336.2
Notes and capital leas 8,901.¢ 9,905.( 8,517.t 9,010.¢

The following methods and assumptions were usestimate the fair value of each class of the folhgufinancial instruments:

Other invested assets, long-teri@ther invested assets, long-term include primanir investments in limited partnerships, joinbtges
and other non-controlled corporations, as welhascash surrender value of corporate-owned liferarsce policies. Investments in limited
partnerships, joint ventures and other non-comdoiorporations are carried at our share in théesitundistributed earnings, which

approximates fair value. The carrying value of cogbe-owned life insurance policies are the casteader value as reported by the respective
insurer.

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

Long-term debt—commercial papdithe carrying amount for commercial paper approxandir value as the underlying instruments
have variable interest rates at market value.

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

Non-financial instruments such as real estate,gntg@and equipment, other current assets, defémoeane taxes and intangible assets,
and certain financial instruments such as poliahilities are excluded from the fair value disclesu Therefore, the fair value amounts cannot
be aggregated to determine our underlying econealice.
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The carrying amounts reported in the consolidatddrite sheets for cash, accrued investment ingoraium and self-funded
receivables, other receivables, income taxes rabkdyunearned income, accounts payable and acerpethses, income taxes payable,
security trades pending payable, securities lengay@ble and certain other current liabilities agpmnate fair value because of the short term
nature of these items. These assets and liabititeesiot listed in the table above.

7. Income Taxes

During the three months ended September 30, 204 2@10, we recognized income tax expense of $3a05397.7, respectively,
which represents effective tax rates of 34.6% &n@%, respectively. During the nine months endquteSeber 30, 2011 and 2010, we
recognized income tax expense of $1,168.3 and $42fespectively, which represents effective s of 33.6% and 35.1%, respectively.
The decrease in effective tax rates primarily esbfrom prior tax year federal and state audilesaents.

8. Retirement Benefits

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

Pension Benefits Other Benefits

2011 2010 2011 2010
Service cos $ 44 $ 44 $1.6 $1.¢
Interest cos 21.1 22.2 7.6 8.7
Expected return on asst (32.7) (34.9 (4.9 (2.€)
Recognized actuarial lo: 6.5 6.3 2.5 1.6
Settlement los &3 — — —
Amortization of prior service crec (0.2 (0.2 (3.9 (2.9)
Net periodic benefit cost (cred $ 3.2 $ (2.2 $4.C $7.€

The components of net periodic benefit cost (cjedtiuded in the consolidated statements of incéonéhe nine months ended
September 30, 2011 and 2010 are as follows:

Pension Benefits Other Benefits

2011 2010 2011 2010
Service cos $ 13.C $ 13.C $ 4.8 $ 5.€
Interest cos 63.t 66.5 23.¢ 26.C
Expected return on asst (96.2) (104.7) (23.0 (7.7)
Recognized actuarial lo: 19.4 19.1 7.7 5.8
Settlement los 14.2 — — —
Amortization of prior service cred (0.6) (0.6) (8.7 (7.0)
Net periodic benefit cost (cred $ 13.c $ (6.7 $14.€ $22.€

For the year ending December 31, 2011, no matewidributions are expected to be necessary to thedimployee Retirement Income
Security Act, or ERISA, required funding levelswever, we may elect to make discretionary contrimg up to the maximum amount
deductible for income tax purposes. Contribution$102 and $15.0 were made to our retirement bepkfns during the nine months ended
September 30, 2011 and 2010, respectively.
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9. Debt

We have a senior revolving credit facility, or flaeility, with certain lenders for general corp@@urposes. The facility, as amended,
provides credit up to $2,000.0, which matures opt&aber 29, 2016. There were no amounts outstanatidgr this facility as of
September 30, 2011 or at any time during the niaeths then ended.

We have an authorized commercial paper progranp @6 $2,500.0, the proceeds of which may be useddberal corporate purposes.
At September 30, 2011, we had $994.8 outstandidgmnihis program.

On August 15, 2011, we issued $400.0 of 2.375%osemsecured notes due 2017 and $700.0 of 3.708¥rsensecured notes due 2(
under our shelf registration statement. A portibthe proceeds from this debt issuance was us&thtbthe purchase price of our acquisitiol
CareMore and the remaining proceeds may be usesdidking capital and for general corporate purppseguding, but not limited to
repayment of short-term and long-term debt. Thesbave a call feature that allows us to redeemdles at any time at our option and a put
feature that allows a note holder to require ugpurchase the notes upon the occurrence of beitlarsge of control event and a ratings
downgrade of the notes.

10. Commitments and Contingencies
Litigation

In the ordinary course of business, we are defelsdanor parties to, a number of pending or therat! legal actions or proceedings. To
the extent a plaintiff or plaintiffs in the followy cases have specified in their complaint or ireotourt filings the amount of damages being

sought, we have noted those alleged damages dtetwiptions below. With respect to the cases destbelow, we contest liability and/or 1
amount of damages in each matter and believe we imavitorious defenses.

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

We are currently defending several certified omfiue class actions filed as a result of the 20&vhwatualization of Anthem Insurance
Companies, Inc., or AICI, and the initial publidering of common stock, or IPO, for its holding goamy, Anthem, Inc. (n/k/a WellPoint,
Inc.). The suits name AICI as well as Anthem, loc.Anthem, n/k/a WellPoint, Inc. The suits aretaaped afRonald Gold, et al. v. Anthem,
Inc. et al.; Mary E. Ormond, et al. v. Anthem, |ret.al.; Jeffrey D. Jorling v. Anthem, Inc., etahd Ronald E. Mell, Sr., et al. v. Anthem, i
et al. AICI's 2001 Plan of Conversion, or the Plan, praddor the conversion of AICI from a mutual insurarcompany into a stock insurance
company pursuant to Indiana law. Under the Pla]Aistributed the fair value of the company at tinee of conversion to its Eligible
Statutory Members, or ESMs, in the form of casiiethem common stock in exchange for their membeprstierests in the mutual
company. The lawsuits generally allege that AlGlrithuted value to the wrong ESMs or distributeslificient
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value to the ESMs. Isold, cross motions for summary judgment were grameguhit and denied in part on July 26, 2006 withardgo the
issue of sovereign immunity asserted by co-defendla@ State of Connecticut (the “State”). The ¢@lso denied our motion for summary
judgment as to plaintif’ claims on January 10, 2005. The State appeakedéhial of its motion to the Connecticut Suprenseir€ We filed a
cross-appeal on the sovereign immunity issue. Oy Ma 2010, the Court reversed the judgment otrlaécourt denying the State’s motion to
dismiss the plaintiff's claims under sovereign immity and dismissed our cross-appeal. The case evaarrded to the trial court for further
proceedings. Plaintiffs’ motion for class certifiicen was initially argued on June 10, 2011, witimtioued argument on July 1, 2011, and
remains pending. In th@rmondsuit, our motion to dismiss was granted in part dewlied in part on March 31, 2008. The Court disgtisthe
claims for violation of federal and state secusitigws, for violation of the Indiana Demutualizatioaw, for unjust enrichment, and for
negligent misrepresentation with respect to ESM&liieg in Indiana. On September 29, 2009, a classeertified with respect to some but not
all claims asserted in the plaintiffs’ Fourth AmeddComplaint. The class consists of all ESMs ragidti Ohio, Indiana, Kentucky or
Connecticut who received cash compensation in cdiomewith the demutualization. The class doesimdtide employers located in Ohio and
Connecticut that received cash distributions purst@the Plan. As a result of certain theoriesaated by plaintiffs, we have filed a
conditional motion to decertify the class and pi#fi;m have filed a motion to narrow the class diifiim. On July 1, 2011, the Court issued an
Order granting in part and denying in part our motior summary judgment. The Court held that weenaattitled to judgment on all plaintiffs’
claims except those tort claims in connection i pricing and sizing of the Anthem, Inc. IPO. Bexn filed a Motion to Certify this Order
for interlocutory review to the United States CaafriAppeals for the Seventh Circuit. The Distriaiu€t granted our motion on September 2,
2011. We submitted our Petition for Permission fpéal with the Seventh Circuit. However, the petitivas denied by the Appeals Court on
October 13, 2011. Th@rmondsuit is set for trial on June 18, 2012. In codmgs, the plaintiffs inOrmondhave alleged that the plaintiff class
is entitled to compensatory damages ranging fropragimately $265.0 to $545.0 on the remaining ciplus prejudgment interest at the
maximum rate allowed by law running from the denaliation in 2001, postjudgment interest at the imaxn rate allowed by law, punitive
damages in amounts not less than $500.0, anddb&tis and expenses in the action. Plaintiffs adse liiled a motion for partial summary
judgment, which we have opposed and moved to st@keDecember 23, 2010, plain’s motion for class certification was denied in the
Jorling suit. Plaintiff renewed his motion for class cecttion on May 1, 2011 and requested that a newedgptaintiff be joined in the lawsu
In court filings, plaintiff has alleged that thetptive class idorling, if certified as originally proposed, would be eletit to compensatory
damages ranging from approximately $350.0 to $3§8u3% prejudgment interest at the maximum rataad by law running from the
demutualization in 2001, postjudgment intereshatrhaximum rate allowed by law, and his costs apeeses in the action. We have moved
for summary judgment on all claims, and plaintéshmoved for partial summary judgment as to cerkiims. Argument on our motion for
summary judgment as well as the plaintiff's motfonclass certification was held before the Unidtes District Court for the Southern
District of Indiana on September 9, 2011. The mattes taken under advisement. On November 4, 2@0&sa was certified in thdell suit.
That class consists of persons who were continyarsblled in the health benefit plan sponsoredheyCity of Cincinnati between June 18,
2001 and November 2, 2001. On March 3, 2010, thatGssued an order granting our motion for sumnjadgment. As a result, thdell suit
has been dismissed. The plaintiffs have filed greapwith the United States Court of Appeals far 8ixth Circuit Court, which is pending. \
intend to vigorously defend these suits; howeveirtultimate outcome cannot be presently deterdhine

We are currently a defendant in a putative clatisracelating to out-of-network, or OON, reimbursemh of dental claims called
American Dental Association v. WellPoint Healthwatks, Inc. and Blue Cross of Califorr. The lawsuit was filed in March 2002 by the
American Dental Association, and three dentists att@osuing on behalf of themselves and are seesiage on behalf of a nationwide class of
all non-participating dental providers who wereddlaiss than their actual charges for dental sesvicevided to members of some of our
affiliates’ and subsidiaries’ dental plans. Thetisga sue as purported assignees of their patiggty’s to benefits under our dental plans. The
complaint alleges that we breached our contractioliggations in violation of ERISA by paying usualjstomary and reasonable (UCR) rates,
rather than the dentists’ actual charges, allegesl{yng on undisclosed, non-existent or flawed UddRa. The plaintiffs claim, among other
things, that
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the data failed to account for differences in gapby, provider specialty, outlier (high) charges] aomplexity of procedure. The complaint
further alleges that we were aware that the dataimappropriate to set UCR rates and that we relytipaid OON dentists less than their ac
charges representing that our OON payments wepedsodetermined usual, customary and reasonat#s.réhe suit was pending in the
United States District Court for the Southern Distof Florida. The district court granted our nootifor summary judgment and dismissed the
case. The plaintiffs filed a notice of appeal vilte United States Court of Appeals for the EleveZiticuit. We intend to vigorously defend this
suit; however, its ultimate outcome cannot be prégaetermined.

We are currently a defendant in eleven putativescictions relating to OON reimbursement that wersolidated into a single multi-
district lawsuit calledn re WellPoint, Inc. Out-of-Network “UCR” Ratestlgationthat is pending in the United States District Cdartthe
Central District of California. The lawsuits weike#l in 2009. The plaintiffs include current andrfeer members on behalf of a putative clas
members who received OON services for which thermt#dints paid less than billed charges, the Amebagical Association, four state
medical associations, OON physicians, chiropractisical psychologists, podiatrists, psychothésty the American Podiatric Association,
California Chiropractic Association and the Califiar Psychological Association on behalf of a putatilass of all physicians and all non-
physician health care providers, and an OON surgeater. In the consolidated complaint, the piéfallege that the defendants violated
RICO, the Sherman Antitrust Act, ERISA, federalukegions, and state law by relying on databasesgiged by Ingenix in determining OON
reimbursement. A consolidated amended complaintfikaisto add allegations in the lawsuit that OGimbursement was calculated
improperly by methodologies other than the Ingetdiabases. We filed a motion to dismiss the ameadesblidated complaint. The motion
was granted in part and denied in part. The caawedhe plaintiffs permission to replead many ofthclaims that were dismissed. At the end
of 2009, we filed a motion to enjoin the claimsugbt by the medical doctors and doctors of ostégpand certain medical associations based
on prior litigation releases, which was grantedieathis year, and the court ordered the plaistiff dismiss their claims that are barred by the
release. The physician and medical associationtifaifiled an emergency motion to stay the préfiary injunction pending appeal, for the
right to pursue an interlocutory appeal, and foegpedited appeal, all of which were denied. Theénpiffs also filed a petition for declaratory
judgment asking the Court to find that these claamesnot barred by the releases from the prigrditon. We filed a motion to dismiss t
declaratory judgment action, which was granted. gla@ntiffs filed a notice of appeal from the digsal of the declaratory judgment action
with the United States Court of Appeals for theviélgh Circuit. The appeal is pending. We intengigmrously defend this suit; however, its
ultimate outcome cannot be presently determined.

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

With respect to many of the proceedings to whichaweea party, we cannot provide an estimate optssible losses, or the range of
possible losses in excess of the amount, if armyruad, for various reasons, including but not ledito some or all of the following: (i) there
novel or unsettled legal issues presented, (iiptloeeedings are in early stages, (iii) there isentainty as to the likelihood of a class being
certified or decertified or the ultimate size awd®e of the class, (iv) there is uncertainty athéooutcome of pending appeals or motions,

(v) there are significant factual issues to be Iety and/or (vi) in many cases, the plaintiffs éaot specified damages in their complaint or in
court filings. For those legal proceedings whelesa is probable, or reasonably possible, and fochwit is possible to reasonably estimate the
amount of the possible loss or range of loss, weeatly believe that the range of possible lossesxcess of established reserves, for all of
those proceedings is from $0 to approximately $5@0 September 30, 2011. This estimated aggregatgerof reasonably possible losses is
based upon currently available information takimigpiaccount our best estimate of such losses fahnduch an estimate can be made.
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Other Contingencies

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

In addition to the lawsuits described above, weadge involved in other pending and threatenedditbn of the character incidental to
our business, arising out of our operations andewision of earnings guidance in 2008, and ammftie to time involved as a party in vari
governmental investigations, audits, reviews andiaitrative proceedings. These investigationsjtauceviews and administrative
proceedings include routine and special inquiriesthte insurance departments, state attorneysajetie U.S. Attorney General and
subcommittees of the U.S. Congress. Such invegiiggtaudits, reviews and administrative proceeslcmuld result in the imposition of civil
or criminal fines, penalties, other sanctions additéonal rules, regulations or other restrictiamsour business operations. Any liability that
may result from any one of these actions, or inafpgregate, could have a material adverse effeotioconsolidated financial position or
results of operations.

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

Contractual Obligations and Commitments

On December 1, 2009, we entered into a ten-yeaeaggnt with Express Scripts, Inc., or Express &;rip provide pharmacy benefit
management services for our plans. Under this aggat Express Scripts will be the exclusive prowiofecertain specified pharmacy benefit
management services, such as pharmacy network mxest, home delivery, pharmacy customer servieémesl processing, rebate
management, drug utilization and specialty pharmiéca management services. Accordingly, the agereroontains certain financial and
operational requirements obligating both Expresgp&cand us. Express Scripts’ primary obligatioglate to the performance of such services
and meeting certain pricing guarantees and perfocmatandards. Our primary obligations relate &rsight, provision of data, payment for
services, transition services and certain minimaripsvolume requirements. The failure by eithertp#o meet the respective requirements
could potentially serve as a basis for financialgiges or early termination of the contract. Wéewe we have appropriately recognized all
rights and obligations under this contract at Septr 30, 2011.
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During 2009, we entered into an agreement withlidféd Computer Services, Inc. to provide certaintgand mailroom services that
were previously performed in-house. Our remainiognmitment under this agreement at September 30, 8% $282.9 over a five year
period. We have the ability to terminate this agreet upon the occurrence of certain events, sutijezarly termination fees.

During 2010, we entered into a new agreement waitbrhational Business Machines Corporation to glewnformation technology
infrastructure services. This new agreement sudesseertain prior agreements and also includesgioms for additional services. Our
commitment under this agreement at September 30, @@s $843.6 over a four year period. We havaliil@y to terminate this agreement
upon the occurrence of certain events, subjecatly éermination fees.

11. Capital Stock
Use of Capital

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

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

During the nine months ended September 30, 201tepuerchased and retired approximately 34.2 stedtras average per share price of
$68.87, for an aggregate cost of $2,354.2. Dutvegnine months ended September 30, 2010, we reggeedtand retired approximately 58.9
shares at an average per share price of $56.88nfaggregate cost of $3,345.1. The excess obfdlseé repurchased shares over par value is
charged on a pro rata basis to additional paickpital and retained earnings.

On February 3, February 22, May 17, August 25 aut&nber 29, 2011, our Board of Directors incredkedhare repurchase
authorization by $375.0, $1,100.0, $500.0, $256d%b,000.0, respectively. We intend to utilizesthdditional repurchase authorization ov
multi-year period, subject to market and industrpditions. As of September 30, 2011, $5,019.3 reathauthorized for future repurchases.
Subsequent to September 30, 2011, we repurchase@timed approximately 1.4 shares for an aggregase of approximately $90.8, leaving
approximately $4,928.5 for authorized future repases at October 14, 2011. Our stock repurchaggammois discretionary as we are unde
obligation to repurchase shares. We repurchaseshader the program when we believe it is a prudes of capital.

On October 25, 2011, our Board of Directors declaeuarterly cash dividend in the amount of $@&&share on the outstanding shares
of our common stock. The dividend will be paid oedember 23, 2011 to the shareholders of record Bea@ember 9, 2011.

On July 26, 2011, our Board of Directors declaregiarterly cash dividend in the amount of $0.25gt&re on the outstanding shares of
our common stock. The dividend of $88.2 was pai®eptember 23, 2011 to the shareholders of recod 8eptember 9, 2011.

On May 17, 2011, our Board of Directors declarefiarterly cash dividend in the amount of $0.25gt®re on the outstanding shares of
our common stock. The dividend of $91.1 was paidame 24, 2011 to the shareholders of record asraf 10, 2011.
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On February 22, 2011, our Board of Directors dedax quarterly cash dividend in the amount of $@&5share on the outstanding
shares of our common stock. The dividend of $92a8 paid on March 25, 2011 to the shareholdersaoirdeas of March 10, 2011.

Stock Incentive Plars
A summary of stock option activity for the nine ntlasyended September 30, 2011 is as follows:

Weighted-
Weighted- Average
Average Remaining Aggregate
Option Price Contractual
Number Intrinsic
of Shares per Share Life (Years) Value
Outstanding at January 1, 2011 24.¢ $ 59.6(
Granted 1kt 66.2:
Exercisec (4.5) 51.01
Forfeited or expires (1.2 62.51
Outstanding at September 30, 2( 20.7 61.7¢ 4.C $ 182.t
Exercisable at September 30, 2( 17.2 63.0¢ 3.7 $ 147.¢

A summary of the status of nonvested restrictedksaativity, including restricted stock units, five nine months ended September 30,
2011 is as follows:

Weighted-

Average

Restricted Grant Date

Stock Share:

Fair Value

and Units per Share
Nonvested at January 1, 20 4.2 $ 44.71
Granted 1.6 66.1¢
Vested (1.8 43.5¢€
Forfeited (0.9 48.9(
Nonvested at September 30, 2( 3.7 54.9¢

Fair Value

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

The following weighted-average assumptions werel tgs@stimate the fair values of options grantednduthe nine months ended
September 30, 2011 and 2010:

2011 2010
Risk-free interest rat 2.82% 3.09%
Volatility factor 34.0% 34.0(%
Quatrterly dividend yielc 0.37% — %
Weightec-average expected life (yea 4.0 4.0

The following weighted-average fair values wereed@ined for the nine months ended September 3@, 26d 2010:

2011 2010
Options granted during the period $17.8¢ $18.7¢
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12. Earnings per Share
The denominator for basic and diluted earningsspare for the three and nine months ended Septe30b&011 and 2010 is as follows:

Three Months Ended Nine Months Ended
September 30 September 30
2011 2010 2011 2010
Denominator for basic earnings per share—weightedage shares 356.( 397.¢ 365.< 418.¢
Effect of dilutive securitie—employee and director stock options and-vestec
restricted stock awarc 4.4 4.6 5.C 4.9
Denominator for diluted earnings per sh 360.4 402.2 370.: 423.¢

During the three months ended September 30, 20d 2@10, weighted average shares related to cestaik options of 10.9 and 17.8,
respectively, were excluded from the denominatodftuted earnings per share because the stockraptiere anti-dilutive. During the nine
months ended September 30, 2011 and 2010, weighisgdge shares related to certain stock optiod®.8fand 17.3, respectively, were
excluded from the denominator for diluted earnipgsshare because the stock options were antivdilut

During the nine months ended September 30, 2011ssued approximately 1.6 restricted stock unidenrour stock incentive plans, 0.8
of whose vesting is contingent upon us meetingiipd@annual performance targets for 2011. The iogent restricted stock units have been
excluded from the denominator for diluted earnipgsshare and will be included only if and whendbatingency is met.

13. Segment Information

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

Financial data by reportable segment for the threknine months ended September 30, 2011 and 2@K)follows:

Commercial Consumer Other Total

Three Months Ended September 30, 201:

Operating revenue from external custon $ 8,657.¢ $ 4,576. $1,920.¢ $15,155..
Operating gait 711t 245.2 15.¢ 972.¢
Three Months Ended September 30, 201(

Operating revenue from external custon $ 8,486.: $ 4,039.: $1,783.. $14,308.!
Operating gait 760.¢ 261.7 17.1 1,039."
Nine Months Ended September 30, 201:

Operating revenue from external custon $25,868.! $13,164.: $5,656." $44,689.
Operating gait 2,583.¢ 627.7 58.1 3,269.¢
Nine Months Ended September 30, 201(

Operating revenue from external custon $26,027 . $12,044.. $5,278.¢ $43,350.:
Operating gait 2,485.( 888.¢ 10.¢ 3,384.¢
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A reconciliation of reportable segments operatienenues to total revenues reported in the congetidgtatements of income for the tF
and nine months ended September 30, 2011 and 2@Klfollows:

Three Months Ended Nine Months Ended
September 30 September 30
2011 2010 2011 2010
Reportable segments operating revenues $15,155.. $14,308.! $44,689. $43,350.:
Net investment incom 170.¢ 205.4 543.t 608.¢
Net realized gains on investmel 94.¢ 61.€ 193.t 146.5
Otherthar-temporary impairment losses recognized in inc (22.9) (3.2 (33.9) (29.0)
Total revenue $15,398.( $14,572.. $45,393.( $44,076.!

A reconciliation of reportable segments operatiagndo income before income tax expense includegtiérconsolidated statements of
income for the three and nine months ended Septedih011 and 2010 is as follows:

Three Months Ended Nine Months Ended
September 30 September 30

2011 2010 2011 2010
Reportable segments operating gain $ 972.¢ $1,039.7 $3,269.¢ $3,384..
Net investment incom 170.¢ 205.¢ 543.t 608.¢
Net realized gains on investme| 94.¢ 61.€ 193.t 146.
Othel-thar-temporary impairment losses recognized in inc (22.9) 3.2 (33.7) (29.0
Interest expens (208.9) (106.9) (317.%) (305.9
Amortization of other intangible asst (62.7) (60.9) (175.5 (182.0
Impairment of other intangible ass — — — (21.1)
Income before income tax exper $1,045.. $1,136.¢ $3,479." $3,601.

14. Comprehensive Income
The components of comprehensive income for thestarngl nine months ended September 30, 2011, afida28ks follows:

Three Months Nine Months Ended

Ended September 30 September 30

2011 2010 2011 2010
Net income $ 683.2 $739.1 $2,311. $2,338.:
Change in net unrealized gains/losses on invesy (202.9) 233.% (104.9) 312.¢
Change in nc-credit component of oth-thar-temporary impairment losses

investment: (2.0 0.1 2.3 (3.2

Change in net unrealized gains/losses on cashtfenge: (11.9) (7.9 (10.6) (15.0
Change in net periodic pension and postretiremests 5.3 34 19.C 10.2
Foreign currency translation adjustme (1.2 1.8 1.2 (0.9
Comprehensive incon $471.5 $970.¢ $2,219.( $2,642.¢
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

(In Millions, Except Per Share Data or Otherwisat8tl Herein)

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

The structure of our MD&A is as follows:

l. Executive Summar

I. Overview

Il. Significant Transaction

IV.  Membershi—September 30, 2011 Compared to September 30,

V. Cost of Care

VI.  Results of Operatio—Three Months Ended September 30, 2011 Compardu tbhree Months Ended September 30, Z
VII.  Results of Operatio—Nine Months Ended September 30, 2011 Comparecetdlitie Months Ended September 30, 2
VIII.  Critical Accounting Policies and Estimat

IX.  Liquidity and Capital Resourct

X. Safe Harbor Statement under the Private Secultitiggmtion Reform Act of 199!

This MD&A should be read in conjunction with ourdited consolidated financial statements as of andhfe year ended December 31,
2010 and the MD&A included in our 2010 Annual Repmr Form 10-K, and in conjunction with our unaeditonsolidated financial
statements and accompanying notes as of and foinithe and nine months ended September 30, 20LMeattin this Form 10-Q. Results of
operations, cost of care trends, investment yiatdsother measures for the three and nine monitbdseended September 30, 2011 are not

necessarily indicative of the results and trends tiay be expected for the full year ending DecerBhe2011. Also see Part |, Item 1A, “Risk
Factors” of our 2010 Annual Report on Form 10-K &adlt 11, Iltem 1A, “Risk Factors” of this Form 10-Q

In 2010, the U.S. Federal government enacted bt@sl requiring that certain lines of business nspetcified minimum medical loss
ratios. For this purpose, the Department of Heatith Human Services, or HHS, issued guidance sjegifiie types of costs that should be
included in benefit expense for purposes of catmdamedical loss ratios. This definition variedrr our prior classification under U.S.
generally accepted accounting principles, or GAere appropriate, we have adopted this revisesbiieation effective January 1, 2011 to
further align our GAAP basis classification to thiged in the calculation for determining medicakloatios under the HHS guidance. Howe
certain components of the medical loss ratio coatnri as defined by HHS cannot be classified coesity under GAAP. Accordingly, bene
expense ratios shown in our GAAP basis presentation different than the medical loss ratios iroetance with HHS guidance for purposes
of calculating rebates. Prior period amounts hantebeen reclassified due to immateriality.

l. Executive Summary

We are one of the largest health benefits companiessms of medical membership in the United Staserving 34.4 medical members
through our affiliated health plans and a totatmfre than 66.1 individuals
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through our subsidiaries as of September 30, 20/Elare an independent licensee of the Blue Crat8are Shield Association, or BCBSA,
an association of independent health benefit pMfesserve our members as the Blue Cross licens@alifornia and as the Blue Cross and
Blue Shield, or BCBS, licensee for: Colorado, Carticait, Georgia, Indiana, Kentucky, Maine, Missofkcluding 30 counties in the Kansas
City area), Nevada, New Hampshire, New York (as B@&B10 New York City metropolitan and surroundoaunties, and as Blue Cross or
BCBS in selected upstate counties only), Ohio, Mieg(excluding Northern Virginia suburbs of Wadftion, D.C.) and Wisconsin. In a
majority of these service areas we do businesséisefn Blue Cross, Anthem Blue Cross and Blue Shiglae Cross and Blue Shield of
Georgia, Empire Blue Cross Blue Shield, or Empil@eBCross (in our New York service areas). We atswe customers throughout the
country as UniCare. We are licensed to conductramsie operations in all 50 states through our slido#s.

Operating revenue for the three months ended Séeted®, 2011 was $15,155.1, an increase of $846%59%, from the three months
ended September 30, 2010, reflecting premium reteases in our Commercial and Consumer segmesigned to cover cost trends, as well
as increased membership in our Senior businesgwdgtir Consumer segment. These increases weralpadifset by fully-insured
membership declines in the Commercial segmentddiitian, increased reimbursement from the FedengblByee Program, or FEP, within ¢
Other segment contributed to the increased operativenue.

Operating revenue for the nine months ended Seme&th 2011 was $44,689.7, an increase of $1,380.5,1%, from the nine months
ended September 30, 2010, reflecting premium reteases in our Commercial and Consumer segmesitnee to cover cost trends, as well
as increased membership in our Senior busineséwdgthr Consumer segment. These increases weralpadifset by fully-insured
membership declines and the conversion of two lamg®unts from fully-insured to self-funded stadusing 2010 in the Commercial segment.
In addition, increased reimbursement from the FESirtess within our Other segment contributed tdritbeeased operating revenue.

Net income for the three months ended Septembe2(0, was $683.2, a decrease of $55.9, or 7.6% fhe three months ended
September 30, 2010. This decrease in net incomepriragrily driven by lower operating results in dommercial and Consumer segments,
partially offset by lower income tax expense. Fadidonal details, see “Results of Operations—Thvkmths Ended September 30, 2011
Compared to the Three Months Ended September 30" 26cluded in this MD&A. Our fullyeiluted earnings per share, or EPS, was $1.9
the three months ended September 30, 2011, whixhgents a 3.3% increase over the EPS of $1.8#4ddhree months ended September 30,
2010. The increase in EPS resulted primarily fromlower number of shares outstanding in 2011 dhare buyback activity under our share
repurchase program, partially offset by the dedimeet income.

Net income for the nine months ended Septembe2@®01 was $2,311.4, a decrease of $26.9, or 1.2% fine nine months ended
September 30, 2010. This decrease in net incomepriragrily driven by lower operating results in dionsumer segment, partially offset by
improved operating results in our Commercial andeDsegments and lower income tax expense. Foti@uali details, see “Results of
Operations—Nine Months Ended September 30, 2011p@ced to the Nine Months Ended September 30, 20i0ided in this MD&A. Our
fully-diluted EPS was $6.24 for the nine monthsesh&eptember 30, 2011, which represents a 13.08sise over the EPS of $5.52 for the
nine months ended September 30, 2010. The incne&3¥eS resulted primarily from the lower numbesbéres outstanding in 2011 due to
share buyback activity under our share repurchesgram, partially offset by the decline in net imea

Our results of operations discussed throughoutMiD€:A are determined in accordance with GAAP. Weaatalculate adjusted net
income and adjusted EPS, which are non-GAAP messtadurther aid investors in understanding aralyeaing our core operating results and
comparing them among periods. Adjusted net inconteaaljusted EPS exclude realized gains and lossewestments, other-than-temporary
impairment losses on investments recognized innmezdmpairment of other intangible assets and wedther items, if applicable, that we do
not consider part of our core operating resultser@ing gain is calculated as total operating reeen
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less benefit expense and selling, general and astnsitive expense. We use these measures as ddrasigluating segment performance,
allocating resources, setting incentive compensdtiogets and for forecasting future operatingqasi This information is not intended to be
considered in isolation or as a substitute foimeame or diluted EPS prepared in accordance wAlAKG and may not be comparable to
similarly titted measures reported by other compankor additional details on operating gain, se€'Results of Operations” discussions
within this MD&A.

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

Three Months Ended

September 30
2011 2010 Change % Change
Net income $683.2 $739.1 $(55.9) (7.©)%
Less (net of tax)
Net realized gains on investments, net of tax exp@rf $33.2 and $21.6,
respectively 61.7 40.C 21.7
Otherthar-temporary impairment losses on investments, nebobenefil
of $8.0 and $1.1, respective (14.9) (2.1) (12.¢)
Adjusted net income $636.4 $701.2 $(64.¢ (9.2%
EPS $ 1.9C $ 1.84 $ 0.0€ 3.3%
Less (net of tax)
Net realized gains on investme! 0.17 0.1C 0.07
Other-thar-temporary impairment losses on investme (0.09) — 0.04
Adjusted EPS $ 1.77 $ 174 $ 0.0 1.7%

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

Nine Months Ended
September 30

2011 2010 Change % Change
Net income $2,311.¢ $2,338.1 $(26.9) 1.2%
Less (net of tax)
Net realized gains on investments, net of tax exparf $67.7 and $51.
respectively 125.¢ 94.¢ 30.¢
Other-than-temporary impairment losses on investmeret of tax benefit of
$11.8 and $10.2, respective (21.9 (18.9) (3.0
Impairment of other intangible assets, net of temdjit of $0.0 and $7.
respectively — (13.7) 13.7
Adjusted net income $2,207.! $2,275.¢ $(68.4) (3.00%
EPS $ 6.24 $ 552 $0.72 13.(%
Less (net of tax)
Net realized gains on investme| 0.34 0.21 0.1z
Other-thar-temporary impairment losses on investme (0.06) (0.09 (0.02)
Impairment of other intangible ass — (0.09) 0.0¢
Adjusted EPS $ 5.9¢€ $ 53¢ $ 0.5¢ 10.8%

Operating cash flow for the nine months ended Seipée 30, 2011 was $3,316.5, or 1.4 times net inc@perating cash flow for the
nine months ended September 30, 2010 was $82%7nelnded a $1,208.0 tax
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payment in March 2010 to the Internal Revenue 8enar IRS, related to the gain we realized orstiie of our pharmacy benefit management
business, or PBM, on December 1, 2009. The incneasgerating cash flow from 2010 of $2,486.8 wasah primarily by the $1,208.0 tax
payment made in 2010 and the early receipt of pramitotaling $596.5 related to government contrasteciated with the fourth quarter of
2011.

II.  Overview

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

lll.  Significant Transactions
Acquisition of CareMore Health Group, Ir

On August 22, 2011, we completed our acquisitioGafeMore Health Group, Inc., or CareMore. CareMsie senior focused health
care delivery Medicare Advantage program desigoetktiver proactive, integrated, individualized lieaare in select California, Arizona and
Nevada markets. CareMcs leading programs and services provide membets quiality care through a hands-on approach to care
coordination, convenient neighborhood care ceraedsexercise facilities and intensive treatmerthwbnic conditions. This approach enhar
our ability to create better health outcomes fori@s by engaging members both on the front ermliofelationship, through comprehensive
health screenings and enhanced preventive carehendgyhout the spectrum of their health care neElds acquisition of CareMore supports
our strategic plans to capitalize on new opporiesitor growth in the changing marketplace andréaie the best health care value in our
industry.

For additional information regarding this acqusiti see Note 3, “Business Combinations” to our ditad consolidated financial
statements included in Part |, Item 1 of this FAORQ.

Use of Capital

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

For additional information regarding our use ofitalpat September 30, 2011, see the “Use of Camtadtion of Note 11, “Capital
Stock”, to our unaudited consolidated financiatest@ents included in Part I, Item 1 of this FormQ0-

IV. Membership—September 30, 2011 Compared to September 30, 2(

Our medical membership includes seven differentorner types: Local Group, Individual, National Acets, BlueCard, Senior, State-
Sponsored and FEP. BCBSA-branded business genegfdls to members in our service areas licensetldBCBSA. Non-BCBSA-branded
business refers to UniCare members predominategidmiof our BCBSA service areas and Senior mentbams our newly acquired CareMc
subsidiaries. For a more detailed definition of m&dical membership, see the “Membership-Decembe?@0 Compared to December 31,
2009" section of Part II, Item 7, “Management’s @ission and Analysis of Financial Condition anduResf Operations” included in our
2010 Annual Report on Form 10-K.
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The following table presents our medical member$ligustomer type, funding arrangement and replersdgment as of September 30,
2011 and 2010. Also included below is other mentibprsy product. The medical membership and othenbeship presented are unaudited
and in certain instances include estimates of theber of members represented by each contrace &nith of the period.

September 30
2011 2010 Change % Change
(In thousands
Medical Membership
Customer Typt
Local Groug 15,29¢ 15,17: 12t 0.8%
National:
National Account: 7,43¢ 7,091 344 4.9
BlueCard 4,961 4,78 17¢ 3.7
Total National 12,39¢ 11,87« 522 4.4
Individual 1,85¢ 1,967 (112 (5.7
Senior 1,44: 1,25¢ 18€ 14.¢
State--Sponsore( 1,84¢ 1,752 97 5.5
FEP 1,513 1,45: 64 4.4
Total Medical Membership by Customer Ty 34,35¢ 33,47: 882 2.6
Funding Arrangement
Self-Funded 20,57( 19,65( 92C 4.7
Fully-Insured 13,78¢ 13,82: (38) (0.3
Total Medical Membership by Funding Arrangem 34,35t 33,47 882 2.6
Reportable Segmen
Commercial 27,69: 27,05( 642 2.4
Consume 5,14¢ 4,97( 17€ 3.5
Other 1,513 1,45: 64 4.4
Total Medical Membership by Reportable Segn 34,35t 33,47: 882 2.6
Other Membership
Behavioral Healtt 25,20z 23,77¢ 1,427 6.C
Life and Disability 5,01« 5,152 (13¢) (2.7
Dental 4,07¢ 4,02¢ 51 1.3
Managed denté! 4,31¢ 4,28( 38 0.9
Vision 3,76t 3,47¢ 29C 8.3
Medicare Part [ 1,232 1,23¢ 2 (0.2

! Managed dental membership includes members forhwligprovide administrative services or

Medical Membership (in thousands)

During the twelve months ended September 30, 2014l medical membership increased 882, or 2.6%mayily due to increases in our
National Accounts, Senior, BlueCard and Local Gromgmbership, and to a lesser degree, increases Btat-Sponsored and FEP
membership. We also estimate that a portion ofrttiease was attributable to new federal regulatassociated with health care reform
requiring coverage of dependents up to age 26.€Timeseases were partially offset by declines inlodividual business.

Self-funded medical membership increased 920, ®o4primarily due to increases in self-funded NagicAccount and Local Group
membership resulting from additional sales and eosions to self-funded arrangements, partiallyetffs/ declines in self-funded non-BCBSA-
branded business.
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Fully-insured membership decreased 38, or 0.3%maily due to declines in Individual, National, alnoical Group business fulltsurec
membership, partially offset by Senior Medicare Adtage, FEP and State-Sponsored membership insrease

Local Group membership increased 125, or 0.8%,gmilyndue to sales in our BCBSA-branded memberphigially offset by
membership declines in our non-BCBSA-branded mesftier

Individual membership decreased 112, or 5.7%, pilyndue to a decline in BCBSA-branded businessuiteng from delayed product
approvals for new health care reform compliant pos, a competitive environment, and to a lesswmgxdeclines in non-BCBSA-branded
business.

National Accounts membership increased 344, or 4@¥narily driven by additional sales reflectiveaur extensive and cost-effective
provider networks and a broad and innovative progodfolio.

BlueCard membership increased 178, or 3.7%, priyndde to growth in sales of other BCBSA licensesmmbers who reside in or travel
to our licensed areas.

Senior membership increased 186, or 14.8%, prigndtik to increases in our Medicare Advantage piackjding additional Medicare
Advantage membership resulting from our acquisitb@areMore, and to a lesser extent, increasesrimedicare Supplement membership.

State-Sponsored membership increased 97, or 55%anly due to growth in Indiana, South CarolinadaVirginia, partially offset by
declines in California.

FEP membership increased 64, or 4.4%, primarilytdueew federal regulations requiring coverageegahdents up to age 26.

Other Membership (in thousands)

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

Behavioral health membership increased 1,427 ,a8%6primarily due to new sales to several majopaants in our National Accounts
business, increased Medicare Advantage medical meship and a change in methodology of how we regttin portions of the behavioral
health membership.

Life and disability membership decreased 138, 8% primarily due to lapses in our National Accaubtsiness. Life and disability
products are generally offered as a part of Comialemeedical fully-insured membership sales.

Dental membership increased 51, or 1.3%, primaltly to new sales resulting from the introductiomedv product offerings.
Managed dental membership increased 38, or 0.9%éctiag incremental sales by our DeCare DentalCldubsidiary.

Vision membership increased 290, or 8.3%, primatilg to strong sales and market penetration oBtug View vision product within
the Local Group markets and embedding of visioreliemin certain of our Consumer products, pasfiaffset by lapses.

Medicare Part D membership decreased 2, or 0.2%aply due to lapses in Low Income Subsidy memhigrgn 2011, largely offset by
new membership associated with the increase iMadlicare Advantage medical membership, includingjtaahal Medicare Advantage
medical membership resulting from our acquisitibiCareMore.
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V. Cost of Care

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

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

Overall, our medical cost trend was driven by goit. Inpatient hospital trend was in the very iouble digit range and was primarily
related to increases in cost per admission. Elevaterage case acuity (intensity) continues toridmrie as do our rate increases with hospitals.
While provider rate increases are a primary drofarnit cost trends, we continually negotiate withspitals to manage these cost trends. We
remain committed to optimizing our reimbursememgsaand strategies to help address the cost pesstaaed by employers and consumers.
Inpatient admission counts per thousand members lwerer than prior year, however, inpatient daynteyer thousand members were slig
higher reflecting increased acuity. As a result, dlrerage length of inpatient stays increased coedpa prior year levels. Clinical managen
and re-contracting efforts are in place to helggate the inpatient trend. Focused review effootstioue in key areas, including inpatient
behavioral health stays and spinal surgery casesng others. Additionally, we have introduced pevgs related to readmission management,
focused utilization management at high cost faegditand post-discharge follow-up care.

Outpatient trend was in the high single digit rangd was primarily driven by unit cost. Outpatieasts are a collection of different tyy
of expenses, such as outpatient facilities, labyays, emergency room, and occupational and phiytsieeapy. Per visit costs are still the largest
contributor to overall outpatient trend, influendadhely by price increases within certain providentracts. Outpatient utilization (visits per
thousand members) was only slightly higher tharptfier year. We continue to work with vendors amoviders to help optimize site of servi
decisions including key areas such as emergency &0 urgent care, laboratory service location gitesvs. free-standing lab), and surgery
settings (hospital vs. ambulatory surgical centés)an example, we recently launched an emergeyay program and education campaign
using Google Map8 to make it easier to find andrasal health clinics and urgent care centersfim-emergency conditions when regular
physicians are not available. Programs like tHangwith continued expansion and optimization of otilization management programs, are
serving to moderate trend. Additionally, we conéduo see the positive impact of incorporatingtdehnology of our American Imaging
Management, Inc., or AIM, subsidiary. This techmyylés allowing us to achieve greater efficiencieshie high trend area of radiology, while
ensuring that consumers receive the quality téstg meed. Leveraging AIM’s platform and expertis@ieas such as nuclear cardiology
management and specialty pharmacy reviews is amlingfforts to mitigate trend increases.

Physician services trend was in the low-to-mid krdigit range and driven by unit cost. Increasethée physician care category were
partially driven by contracting changes. We corginal collaborate with physicians to improve quatifycare through pay-for-performance
programs.

Pharmacy trend was in the mid single digit range\@as 45% unit cost (cost per prescription) rela@ed 55% utilization (prescriptions
per member per year) driven. Recent inflation malkerage wholesale price of drugs is applying ugyweessure to the overall cost per
prescription as is the increased use of specialtysd Specialty drugs, also known as biotech draigsgenerally higher cost and are being
utilized more frequently. The increase in costescription measures continues to be mitigateiipyovements in our generic usage rates
and benefit plan design changes. We are continyewslluating our drug formulary to ensure the nedfgictive pharmaceutical therapies are
available to our members.

In response to cost trends, we continue to pursn&acting and plan design changes, promote anttimgnt performance-based
contracts that reward clinical outcomes and qugadihd expand our radiology management, diseasegearent and advanced care
management programs. We are taking a leaderstaprrol
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the area of payment reform, introducing a numberesi reimbursement models. We are currently workiitg provider organizations to
develop Accountable Care Organization pilot prograithese programs are designed to enhance cododimditcare throughout the health
system, appropriately align incentives and encaairagponsibility among patients, payors and prositie enhance member health outcomes.
We are also advancing patient-centered medical hpyograms in the majority of our states to help eratze and increase the scope of the
primary care practices throughout our markets.\E@sksessment of these programs demonstrates alide@ffect on the quality and cost of
health care, and we will continue to evaluate thesults.

As evidenced by the recent acquisition of CareMaeeremain committed to providing accdsssed health care products and service
are simple to use and that customers can truseNGae’s mission is to improve the overall lives amelibeing of seniors by providing
innovative, focused health care approaches todh®tex problems of aging, while protecting precifinancial resources of seniors and the
Medicare Program. CareMore’s model is focused saatie management programs that provide Medicardearswith a handen approach 1
care coordination and intensive treatment of cloraoinditions.

Additionally, we are fully integrating our Resoloiti Health, Inc., or RHI, subsidiary’s suite of puots designed to improve health care
quality and reduce health care costs. As an exarivhldHealth Advantage is an RHI product that usesket-leading technology to analyze
medical claims, pharmacy claims, lab results, bepkfn information and personal health informationidentify opportunities to help close
gaps between recommended care and the care thdiereattually receive. Furthermore, the sale ofRRM services business and the
resulting strategic alliance with Express Scrifis, is bringing with it greater capabilities aresources, allowing members to leverage more
cost-effective solutions and state-of-the-art PRI iEes.

VI. Results of Operation—Three Months Ended September 30, 2011 Compared tbé Three Months Ended September 30, 20!
Our consolidated results of operations for theghm®nths ended September 30, 2011 and 2010 aresskstin the following section.

Three Months Ended
September 30

2011 2010 $ Change % Change
Total operating revent $15,155.: $14,308.! $ 846.¢ 5.8%
Net investment incom 170.¢ 205.¢ (34.5 (16.¢)
Net realized gains on investmel 94.¢ 61.€ 33. 54.1
Otherthar-temporary impairment losses on investme (22.9 (3.2) (19.9) (615.¢)
Total revenues 15,398.( 14,572.. 825.% 5.7
Benefit expens 12,062.¢ 11,205.¢ 857.: 7.7
Selling, general and administrative expe 2,119.¢ 2,063.: 56.£ 2.7
Other expens! 170.: 166.5 3.€ 2.2
Total expenses 14,352.1 13,435.! 917.% 6.8
Income before income tax expens 1,045.: 1,136.¢ (91.¢) (8.1
Income tax expens 362.( 397. (35.7) (9.0
Net income $ 683 $ 739.1 $ (55.9 (7.€)
Average diluted shares outstand 360.4 402.2 (41.9) (10.9%
Diluted net income per sha $ 1.9 $ 18¢ $ 0.0¢ 3.3%
Benefit expense rati 85.1% 83.8% 13Cbp3
Selling, general and administrative expense ¢ 14.(% 14.2% (40)bps
Income before income taxes as a percentage ofreatahue 6.8% 7.8% (10Q)bp3
Net income as a percentage of total reve 4.4% 5.1% (70)bps
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Certain of the following definitions are also applble to all other results of operations tablethis discussion:

Includes interest expense and amortization of dtitangible asset

Benefit expense ratio = Benefit expense + Premi

bp = basis point; one hundred basis points =

Selling, general and administrative expense raflmtal selling, general and administrative expen3®tal operating revenu

A W N P

Total operating revenue increased $846.6, or 5t8%15,155.1 in 2011, resulting primarily from irased premiums and administrative
fees. Increased premiums resulted from premiuminateases in our Local Group and Individual busses designed to cover cost trends,
increased fully-insured membership in our SeniodMare Advantage business, including the additiomainbership resulting from our
acquisition of CareMore, and increased reimburseinethe FEP business. These increases were padfédet by fully-insured membership
declines in our Local Group and National Accounisibesses resulting from the unfavorable econopriditions. Administrative fees
increased due to higher self-funded membershiirLocal Group and National Accounts businesses.

Net investment income decreased $34.5, or 16.8%il.76.9 in 2011, primarily due to a decline in demd income from a cost method
investment and lower yields on investment balances.

Benefit expense increased $857.3, or 7.7%, to $2290n 2011, primarily due to higher medical castsur Local Group business,
higher Medicare Advantage membership, adversetsmieio certain Medicare Advantage products andeéased membership in the FEP
business. In addition, an estimated $110.0 of i¢hen anticipated favorable prior year reservestippment was recognized during the third
quarter of 2010. These increases were partialgedtdy fully-insured membership declines in ouradldgroup and National Accounts
businesses.

Our benefit expense ratio increased 130 basisptrd5.1% in 2011, primarily due to the reduceadant of favorable prior year reserve
development between the two periods and highereakdosts in our Senior Medicare Advantage businBssse increases were partially of
by improvements in our Individual business.

Selling, general and administrative expense ine@&56.4, or 2.7%, to $2,119.6 in 2011, primarikg do increased restructuring costs
associated with our ongoing efficiency initiativeesd costs associated with the acquisition of CareMo

Our selling, general and administrative expense ocreased 40 basis points to 14.0% in 2011,griiyndue to an increase in operating
revenue, partially offset by increased selling,eyahand administrative expense.

Income tax expense decreased $35.7, or 9.0%, @$862011, primarily due to lower income befaredme tax expense. The effective
tax rates in 2011 and 2010 were 34.6% and 35.08pecgively.

Our net income as a percentage of total revenuedsed 70 basis points to 4.4% in 2011 as compar2@l0 as a result of all factors
discussed above.

Reportable Segmen

We use operating gain to evaluate the performahoeraeportable segments, which are CommerciahsGmer and Other. Operating
gain is calculated as total operating revenuellesgfit expense and selling, general and admitigtraxpense. It does not include net
investment income, net realized gains or lossdawstments, interest expense, amortization or impnt of other intangible assets or incc
taxes, as these items are managed in a corpoiadstervice environment and are not the respditsiti operating segment management.
For additional information describing our reporeabbegments, see Note 20, “Segment Informatiomutcaudited consolidated financial
statements as of and for the year ended Decemb@030, included in our
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2010 Annual Report on Form 10-K. The discussionsegiment results for the three months ended Septed® 2011 and 2010 presented
below are based on operating gain, as describeceabod operating margin, which is calculated asajng gain divided by operating
revenue. Our definitions of operating gain and apieg margin may not be comparable to similarligtitmeasures reported by other
companies.

Commercial
Our Commercial segment’s summarized results ofaijmers for the three months ended September 3@, 20d 2010 are as follows:

Three Months Ended

September 30
2011 2010 $ Change % Change
Operating revenue $8,657.¢ $8,486.: $171.7 2.C%
Operating gair $ 711.F $ 760.¢ $ (49.9 (6.5)%
Operating margil 8.2% 9.C% (80)bp

Operating revenue increased $171.7, or 2.0%, ®6$89 in 2011, primarily due to premium rate insesin our Local Group business
designed to cover cost trends and increased adnatig fees due to higher séifnded membership in our Local Group and Nationadd\nts
businesses. These increases were partially offsttily-insured membership declines in our Locab@ and National Accounts businesses
resulting from unfavorable economic conditions.

Operating gain decreased $49.4, or 6.5%, to $74012611, primarily due to changes in prior periederve development. An estimated
$75.0 of higher than anticipated favorable pricaryeserve development was recognized in the Coniaieegment during the third quarter of
2010. This was partially offset by lower sellingngral and administrative expense associated witlorngoing efficiency initiatives and
improved results in our National Accounts business.

The operating margin in 2011 was 8.2%, an 80 kst decrease over 2010, primarily due to theoiactliscussed in the preceding two
paragraphs.

Consumer
Our Consumer segment’s summarized results of dpasator the three months ended September 30, 204 010 are as follows:

Three Months Ended

September 30
2011 2010 $ Change % Change
Operating revenu $4,576.« $4,039.: $537.% 13.52%
Operating gair $ 2452 $ 261.7 $ (16.5) (6.9%
Operating margil 5.4% 6.5% (120)bp

Operating revenue increased $537.3, or 13.3%, ®7$44 in 2011, primarily due to increases in oeniSr, State-Sponsored and
Individual businesses. The increase in Senior ne@avas primarily due to increased Medicare Advamtagmbership, including increased
membership resulting from our acquisition of Care®d’he increase in State-Sponsored revenue refldxith increased pricing and
membership, while the increase in Individual was tupremium increases designed primarily to cewest trends in the California Individual
market.

Operating gain decreased $16.5, or 6.3%, to $2432011, primarily due to lower operating gain ur @enior business. This decline v
a result of higher medical costs in 2011 due thdignembership, changes in prior year reserve dpwednt and adverse selection in certain
Medicare Advantage products. We have refined

-36-



Table of Contents

our Medicare Advantage product strategy and sewieas for 2012. The higher than expected medosdasdn 2011 were partially offset by
improvements in our Individual business and higiek score revenue in our Senior business as & fdncreased risk score settlements a
refined risk score estimation process. We recoghémeestimated $35.0 of higher than anticipatedrisvle prior year reserve development in
the Consumer segment during the third quarter @020

The operating margin in 2011 was 5.4%, a 110 l@sigt decrease from 2010, primarily due to thedextliscussed in the preceding two
paragraphs.

Other
Our Other segment’s summarized results of opersifionthe three months ended September 30, 2012@t@iare as follows:

Three Months Ended

September 30
2011 2010 $ Change % Change
Operating revenue $1,920.¢ $1,783.: $137.¢ 7.7%
Operating gait $ 15.¢ $ 17.1 $ (1.2 (7.0%

Operating revenue increased $137.6, or 7.7%, @2$18 in 2011, primarily due to membership gromttour FEP business. FEP
membership was 4.4% higher at September 30, 20&érapared to September 30, 2010.

Operating gain remained relatively flat at $15.20@11 as compared to $17.1 in 2010.
VIl. Results of Operation—Nine Months Ended September 30, 2011 Compared todtNine Months Ended September 30, 201
Our consolidated results of operations for the miaths ended September 30, 2011 and 2010 aresdéestin the following section.

Nine Months Ended

September 30

2011 2010 $ Change % Change
Total operating revent $44,689. $43,350.: $1,339.! 3.1%
Net investment incom 543.t 608.¢ (65.9) (20.79)
Net realized gains on investme| 193.t 146.t 47.C 32.1
Other-thar-temporary impairment losses on investme (33.7) (29.0 4.7) (16.2)
Total revenues 45,393.1 44,076.! 1,316.! 3.C
Benefit expens 35,212.¢ 33,573. 1,639.: 4.¢
Selling, general and administrative expe 6,207.: 6,392.( (184.9) (2.9
Other expens! 493.2 509.( (15.9 (3.2
Total expenses 41,913.: 40,474. 1,438.! 3.€
Income before income tax expens 3,479." 3,601 (122.0 (3.9
Income tax expens 1,168.1 1,263. (95.0) (7.5)
Net income $ 2,311 $ 2,338.C $ (26.9 1.2
Average diluted shares outstand 370.< 423. (53.) (12.5%
Diluted net income per sha $ 6.2 $ 552 $ 0.7Z 13.(%
Benefit expense rati2 84.2% 82.8% 15Cbp3
Selling, general and administrative expense 1 13.%% 14.7% (80)bps
Income before income taxes as a percentage ofreastahue 7.7% 8.2% (5Q)bp3
Net income as a percentage of total reve 5.1% 5.2% (20)bp 3
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Certain of the following definitions are also applble to all other results of operations tablethis discussion:

Includes interest expense, amortization of othtamigible assets and impairment of other intancalsket:

Benefit expense ratio = Benefit expense + Premit

bp = basis point; one hundred basis points =

Selling, general and administrative expense raflmtal selling, general and administrative expen3®tal operating revenu

A W N P

Total operating revenue increased $1,339.5, or 3t@%44,689.7 in 2011, primarily due to premiurteriacreases in our Local Group
and Individual businesses designed to cover cestlf, increased fully-insured membership in oui@évedicare Advantage business and
increased reimbursement in the FEP business. Thesases were partially offset by fully-insuredmieership declines in our Local Group
and National Accounts businesses resulting fronutifavorable economic conditions and the convessadriwo large accounts from fully-
insured to self-funded status in 2010. Administeafiees also increased due to higher self-fundedimeeship in our Local Group and National
Accounts businesses, including the impact of casigas from fully-insured to self-funded membership.

Net investment income decreased $65.3, or 10.7%548.5 in 2011, primarily due to lower yields onéstment balances and a decline
in dividend income from a cost method investment.

Benefit expense increased $1,639.1, or 4.9%, tg24259 in 2011, primarily due to higher medicaltsam our Local Group business,
higher Senior Medicare Advantage membership, advazkection in certain Medicare Advantage prodantsincreased membership in the
FEP business. In addition, an estimated $210.0gbieh than anticipated favorable prior year reseleeclopment was recognized during the
nine months ended September 30, 2010. These iesr@ase partially offset by fully-insured membepstieclines in our Local Group and
National Accounts businesses and the conversiotwofarge accounts from fu-insured to self-funded status in 2010.

Our benefit expense ratio increased 150 basis ptrg4.3% in 2011, primarily due to higher medwadts in our Senior and State-
Sponsored businesses and the reduced amount o&fde@rior year reserve development between tepwviods.

Selling, general and administrative expense deett$$84.8, or 2.9%, to $6,207.2 in 2011, primatil to cost reductions associated
with our ongoing efficiency initiatives and lowercientive compensation costs.

Our selling, general and administrative expense oecreased 80 basis points to 13.9% in 2011,grifiyndue to increased operating
revenue and reduced selling, general and admitiigraxpenses.

Other expense decreased $15.8, or 3.1%, to $492@1i1, reflecting the non-recurrence of an impaitrof other intangible assets and
reduced amortization of certain other intangibleets acquired in prior years, partially offset bgreased interest expense due to higher av
outstanding debt balances.

Income tax expense decreased $95.1, or 7.5%, 16$B,in 2011, due to both a decrease in the éfeetax rate and lower income befi
income tax expense. The effective tax rates in 200012010 were 33.6% and 35.1%, respectively. Tieet&ve tax rate decreased primarily
due to prior tax year federal and state auditesettints during 2011.

Our net income as a percentage of total revenuedsed 20 basis points to 5.1% in 2011 as compar2@l0 as a result of all factors
discussed above.

Reportable Segmen

We use operating gain to evaluate the performahoerareportable segments, as discussed abovedisbessions of segment results for
the nine months ended September 30, 2011 and 2@%6rged below are
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based on operating gain, as described above, ardtogy margin, which is calculated as operating davided by operating revenue. Our
definitions of operating gain and operating mamiy not be comparable to similarly titled measuegorted by other companies.

Commercial
Our Commercial segment’s summarized results ofatjmers for the nine months ended September 30, 26d1010 are as follows:

Nine Months Ended
September 30

. 2011 2010 $ Change % Change
Operating revenue $25,868.! $26,027 .« $(158.€) (0.6)%
Operating gait $ 2,583.¢ $ 2,485.( $ 98.¢ 4.C%
Operating margil 10.(% 9.5% 5Cbp

Operating revenue decreased $158.6, or 0.6%, t@62%8 in 2011, primarily due to fully-insured mesnghip declines in our Local
Group and National Accounts businesses resultiom funfavorable economic conditions and the conearsf two large accounts from fully-
insured to self-funded status. The decreases mipras were partially offset by premium rate incesam our Local Group business designed
to cover cost trends and increased administraéigs tiue to higher self-funded membership in ouaL@coup and National Accounts
businesses.

Operating gain increased $98.8, or 4.0%, to $2&BB2011, primarily due to improved results in dlational Accounts business and
lower selling, general and administrative experssaeaiated with our ongoing efficiency initiativegyrtially offset by an estimated $115.0 of
higher than anticipated favorable prior year res@@velopment that was recognized in the Commeseiinent during the nine months ended
September 30, 2010.

The operating margin in 2011 was 10.0%, a 50 h@sig increase over 2010, primarily due to thedextiscussed in the preceding two
paragraphs.

Consumer
Our Consumer segment’s summarized results of dpasator the nine months ended September 30, 20d2@10 are as follows:

Nine Months Ended
September 30

2011 2010 $ Change % Change
Operating revenue $13,164.: $12,044.: $1,120.( 9.2%
Operating gair $ 627.5 $ 888.€ $ (260.9 (29.9%
Operating margi 4.8% 7.4% (260)bp

Operating revenue increased $1,120.0, or 9.3%130164.2 in 2011, primarily due to increases in ®enior and State-Sponsored
businesses. The increase in Senior revenue wasaiisirdue to increased Medicare Advantage membgerémiluding additional membership
from our acquisition of CareMore, while the increas State-Sponsored revenue reflected both inedgaiscing and, to a lesser extent,
increased membership.

Operating gain decreased $260.9, or 29.4%, to $6872011, primarily due to lower operating gain®ur Senior business resulting fr
higher medical costs in 2011 due to increased meshlgeand adverse selection in certain of our Med@icAdvantage products. We have
refined our Medicare Advantage product strategysergice areas for 2012. The higher than expectsdical costs in 2011 were partially
offset by higher than
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anticipated risk score revenue as a result ofingefrisk score estimation process and increas&ddore settlements. In addition, an estimated
$95.0 of higher than anticipated favorable reselexeelopment was recognized in the Consumer segtueinty the nine months ended
September 30, 2010.

The operating margin in 2011 was 4.8%, a 260 lasig decrease from 2010, primarily due to thedextliscussed in the preceding two
paragraphs.

Other
Our Other segment’s summarized results of operafionthe nine months ended September 30, 2012@bhd are as follows:

Nine Months Ended
September 30

2011 2010 $ Change % Change
Operating revenu $5,656." $5,278.¢ $378.1 7.2%
Operating gait $ 58.1 $ 10.¢ $ 47.:¢ 438.(%

Operating revenue increased $378.1, or 7.2%, ®6$57 in 2011, primarily due to membership gromttour FEP business. FEP
membership was 4.4% higher at September 30, 20tdérapared to September 30, 2010.

Operating gain increased $47.3 to $58.1 in 20lifngrily due to our National Government Services BEfP businesses and lower
general and administrative expenses as a resatigifing cost reduction initiatives.

VIII.  Critical Accounting Policies and Estimate:

We prepare our consolidated financial statementsirformity with GAAP. Application of GAAP requiresanagement to make
estimates and assumptions that affect the amoepétsted in our consolidated financial statementsaamtompanying notes and within this
MD&A. We consider some of our most important acamgpolicies that require estimates and manageimédgment to be those policies with
respect to liabilities for medical claims payalieome taxes, goodwill and other intangible asset&stments and retirement benefits. Our
accounting policies related to these items areudised in our 2010 Annual Report on Form 10-K ine\&t“Basis of Presentation and
Significant Accounting Policies,” to our auditedhsolidated financial statements as of and for e ynded December 31, 2010, as well as in
the “Critical Accounting Policies and Estimatest#en of Part Il, ltem 7, “Management’s Discussamd Analysis of Financial Condition and
Results of Operations.” As of September 30, 201t cotical accounting policies and estimates haetchanged from those described in our
2010 Annual Report on Form 10-K.

Medical Claims Payabl

The most judgmental accounting estimate in our alitsted financial statements is our liability foedical claims payable. Our
accounting policies related to medical claims pésale discussed in the references cited aboweelas in Note 12, “Medical Claims
Payable,” to our audited consolidated financialesteents as of and for the year ended December03D, idcluded in our 2010 Annual Report
on Form 10-K. Also as discussed above, as of Sdée0, 2011, our critical accounting policies astimates related to medical claims
payable have not changed from those describedri@@l0 Annual Report on Form 10-K.
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A reconciliation of the beginning and ending bakafar medical claims payable for the nine monthdeeinSeptember 30, 2011 and 2010

and for the years ended December 31, 2010, 2002@0®&i is as follows:

Gross medical claims payable, beginning of period

Ceded medical claims payable, beginning of pe
Net medical claims payable, beginning of pel

Business combinations and purchase adjustn

Net incurred medical claim
Current yea
Prior years redundanci
Total net incurred medical clain
Net payments attributable t
Current year medical clain
Prior years medical clairn
Total net payment
Net medical claims payable, end of per
Ceded medical claims payable, end of pe
Gross medical claims payable, end of pe

Current year medical claims paid as a percentageroén
year net incurred medical clair

Prior year redundancies in the current period
percentage of prior year net medical claims payksis
prior year redundancies in the current pel

Prior year redundancies in the current period
percentage of prior year net incurred medical ck

Nine Months Ended

September 30
2011 2010
$ 4,852.. $ 5,450.!
(32.9 (29.9
4,819.! 5,420.¢
100.¢ —
35,021.! 33,834.!
(206.9) (704.9)
34,815.. 33,129."
29,881.¢ 29,137.¢
4,417.¢ 4,486.¢
34,299.: 33,624.!
5,436.: 4,925.¢
23.5 30.5
$ 5,459. $ 4,956.
85.2% 86.1%
4.5% 14.%%
0.5% 1.5%

Years Ended December 3.

2010 2009 2008
$ 5,450.1 $ 6,184 $ 5,788.(
(29.9) (60.5) (60.7)
5,420.¢ 6,124.¢ 5,727.
— 2.8 —
45,077.: 47,315.: 47,940.¢
(718.0 (807.9) (263.9)
44,359. 46,507.. 47,677.
40,387. 42,056. 42,020."
4,572. 5,157.¢ 5,2509.¢
44.,960.: 47,214.! 47,280.(
4,819 5,420.¢ 6,124
32. 29.¢ 60.:
$ 4,852.¢ $ 5,450.! $ 6,184.
89.6% 88.9% 87.7%
15.5% 15.2% 4.8%
1.5% 1.7% 0.6%

The following table provides a summary of the tvey lkassumptions having the most significant impacdar incurred but not paid
liability estimates for the nine months ended Seyier 30, 2011 and 2010, which are the completiahteend factors. These two key

assumptions can be influenced by utilization levetst costs, mix of business, benefit plan designsvider reimbursement levels, processing
system conversions and changes, claim inventosideelaim processing patterns, claim submissidtepe and operational changes resulting

from business combinations.

Favorable Developments by Changes in Ke

Assumptions

2011 2010
Assumed trend factors $ 271.1 $ 523.¢
Assumed completion facto (64.9) 181.2
Total $ 206.% $ 704.¢

The favorable development recognized in 2011 reddtom trend factors in late 2010 developing nfex@rably than originally
expected. This impact was partially offset by coetiph factors developing unfavorably due to sligicteases in payment cycle times. The
favorable development recognized in 2010 resultadarily from trend factors in late 2009 developimgre favorably than originally expect
In addition, a minor but steady improvement in papitrcycle times impacted completion factor develephand contributed to the favorabil
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The ratio of current year medical claims paid aeent of current year net medical claims incumead 89.6% for 2010, 88.9% for 2009
and 87.7% for 2008. Comparison of these ratiogceflacceleration in processing that has occufiteelnine month periods presented above
show that as of September 30, 2011, 85.3% of cuyesar net incurred medical claims had been pattiérperiod incurred, as compared to
86.1% for the same period in 2010.

We calculate the percentage of prior year redundaric the current period as a percent of prior yed incurred claims payable less p
year redundancies in the current period in ordeletmonstrate the development of the prior yearveseFor the nine month period enc
September 30, 2011, this metric was 4.5%, reflgdtie previously discussed lower level of priorryeslundancies. For the nine month period
ended September 30, 2010, this metric was 14.996.rmbtric was 15.3% for the year ended DecembeR@10 and 15.2% for the year ended
December 31, 2009. For the year ended Decemb@0B8, this metric was 4.8%, reflecting a lower ledfeprior year redundancies.

We calculate the percentage of prior year reduridarie the current period as a percent of prior yed incurred medical claims to
indicate the percentage of redundancy includeterpteceding year calculation of current year metiired medical claims. We believe this
calculation supports the reasonableness of our peiar estimate of incurred medical claims andékel of consistency in our methodology.
For the nine months ended September 30, 2011miisc was 0.5%, which was calculated using themeddncy of $206.3 shown above. For
the nine months ended September 30, 2010, the cabipanetric was 1.5%, which was calculated udimgredundancy of $704.8, which
represents an estimate based on paid medical caitivity from January 1, 2010 to September 30,020his metric was 1.5% for full year
2010 and 1.7% for 2009. This metric was 0.6% fd&0eflecting a lower level of prior year redundis.

New Accounting Pronouncemen

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

In May 2011, the FASB issued ASU No. 2011-B4ijr Value Measurement (Topic 820): Amendmentsctieéve Common Fair Value
Measurement and Disclosure Requirements in U.S.FG#A IFRSor ASU 2011-04. ASU 2011-04 amends ASC Topic & Value
Measurements and Disclosurito provide guidance on how fair value measuremieotilsl be applied where existing GAAP already reggiior
permits fair value measurements. In addition, AS1204 requires expanded disclosures regardinyd#ile measurements. ASU 2011-04 is
effective for us on January 1, 2012. Early adopigsonot permitted. The adoption of ASU 2011-04a6$ expected to have a material impact on
our consolidated financial position or results pémtions.

In July 2011, the FASB issued ASU No. 2011-O8her Expenses (Topic 720): Fees Paid to the Fddeoaernment by Health Insurers
(a consensus of the FASB Emerging Issues Task Forc&SU 2011-06 ASU 201106 addresses how fees mandated by the Patientioo
and Affordable Care Act, as amended by the Headtte @nd Education Reconciliation Act, or the Astmuld be recognized and classified in
the income statements of health insurers. The ikgt®se a mandatory annual fee on health insurermsaoh calendar year beginning on or ¢
January 1, 2014. ASU 20106 stipulates that the liability incurred for tiiaé be deferred and amortized to expense overdleadar year that
is payable. This ASU is effective for calendar weaeginning after December 31, 2013, when therfigially becomes effective. The adoption
of ASU 2011-06 is not expected to have a matemg@laict on our consolidated financial position outssof operations.
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There were no other new accounting pronouncemssied or that became effective during the nine hsoabded September 30, 2011
that had a material impact on our financial positioperating results or disclosures.

IX. Liquidity and Capital Resources
Introduction

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

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

Liquidity—Nine Months Ended September 30, 2011 Compared itteeNMonths Ended September 30, 2010
The table below outlines the increase (decreasegsh and cash equivalents for the nine monthsdeBdptember 30, 2011 and 2010:

Nine Months Ended
September 30

2011 2010
Cash flows provided by (used it
Operating activitie! $ 3,316.! $ 829.7
Investing activities (1,323.) (1,168.9
Financing activitie: (1,275.9) (2,229.9)
Effect of foreign exchange rates on cash and casivaents 1.t (1.2
Increase (decrease) in cash and cash equivale $ 719.¢ $(2,569.9

During the nine months ended September 30, 201 Tasé flow provided by operating activities was3i®.5, compared to $829.7 for
the nine months ended September 30, 2010, an seE#2,486.8. This increase resulted primariyrfitax payments of $1,208.0 to the IRS
in the first quarter of 2010 related to the gainrealized on the 2009 sale of our PBM businesstlaaearly receipt of premiums totaling
$596.5 related to government contracts associaitbdthe fourth quarter of 2011.

Net cash flow used in investing activities was 28,2 during the nine months ended September 30, 2@mpared to $1,168.9 for the
nine months ended September 30, 2010. The inchea@seh flow used in investing activities of $158e8ween the two periods primarily
resulted from the purchase of CareMore and an aserén the net purchases of investments, partéibet by changes in securities lending
collateral.

Net cash flow used in financing activities was $5,2 during the nine months ended September 3@, 2@mpared to $2,229.5 for the
nine months ended September 30, 2010. The dedreaash flow used in financing activities of $954r@8narily resulted from decreases in
share repurchases, increases in net proceeds tnomercial paper borrowings and changes in bankdogtts, partially offset by changes in
securities lending payables, an increase in repatsrad debt borrowings, and cash dividends paid.
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Financial Condition

We maintained a strong financial condition andiliify position, with consolidated cash, cash eglgints and investments, including
long-term investments, of $21,468.9 at SeptembgeRB01. Since December 31, 2010, total cash, agsivaents and investments, including
long-term investments, increased by $1,232.7 pilyndue to cash generated from operations, inciedsdt balances and proceeds from our
employee stock plans, partially offset by commartktrepurchases, our acquisition of CareMore, fiagsget purchases and dividends to
shareholders.

Many of our subsidiaries are subject to variousegoment regulations that restrict the timing anadant of dividends and other
distributions that may be paid to their respecpimeent companies. In addition, we have agreedrtaineundertakings with regulatory
authorities, including requirements to maintairtaier capital levels in certain of our subsidiaries.

At September 30, 2011, we held at the parent con$arB68.4 of cash and cash equivalents and inegtnwhich is available for
general corporate use, including investment inbusinesses, acquisitions, potential future shamerobhases and shareholder dividends and
debt and interest payments.

We calculate a non-GAAP measure, our consolidagdd-tb-capital ratio, which we believe assists stoes and rating agencies in
measuring our overall leverage and additional wimg capacity. In addition, our bank covenantsgatk a maximum debt-ttal capital rati
that we cannot exceed. Our targeted range of detjital ratio is 25% to 35%. Our debt-to-capitdlo is calculated as the sum of debt
divided by the sum of debt plus shareholders’ gq@iur debt-to-capital ratio may not be comparablsimilarly titted measures reported by
other companies. Our consolidated debt-to-totaitabmtio was 29.7% and 27.3% as of SeptembeR@0] and December 31, 2010,
respectively.

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

Future Sources and Uses of Liquidity

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

For additional information regarding our use ofitamt September 30, 2011, see the “Use of Céstadtion of Note 11, “Capital
Stock,” to our unaudited consolidated financiatest@ents included in Part I, Item 1 of this FormQ0-

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

Contractual Obligations and Commitments

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

For additional information regarding our estimatedtractual obligations and commitments, see théOContingencies” and
“Contractual Obligations and Commitments” sectiohslote 10, “Commitments and
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Contingencies,” to our unaudited consolidated foiarstatements included in Part |, Item 1 of thism 10-Q. There have been no material
changes to our Contractual Obligations and Comnmitsdisclosure in our 2010 Annual Report on ForrK10

Risk-Based Capital

Our regulated subsidiaries’ states of domicile heteg¢utory risk-based capital, or RBC, requiremémtdealth and other insurance
companies largely based on the National Associaifdnsurance Commissioners, or NAIC, RBC Model Aldtese RBC requirements are
intended to measure capital adequacy, taking iotownt the risk characteristics of an insurer’'sstments and products. The NAIC sets forth
the formula for calculating the RBC requirementhijak are designed to take into account asset risgsrance risks, interest rate risks and
other relevant risks with respect to an individinalurance company’s business. In general, underttt, an insurance company must submit a
report of its RBC level to the state insurance d@pant or insurance commissioner, as appropriatideaend of each calendar year. Our
regulated subsidiaries’ respective RBC levels @3exfember 31, 2010, which was the most recentfdatehich reporting was required, were
in excess of all mandatory RBC thresholds. In @oldito exceeding the RBC requirements, we are ingiance with the liquidity and capital
requirements for a licensee of the BCBSA and withtangible net worth requirements applicable ttage of our California subsidiaries.

X.  Safe Harbor Statement under the Private Securitiekitigation Reform Act of 1995

This document contains certain forward-looking miation about us that is intended to be coverethbysafe harbor for “forward-
looking statements” provided by the Private Se@sititigation Reform Act of 1995. Forward-lookisiitements are statements that are not
generally historical facts. Words such“expect(s),” “feel(s),” “believe(s),” “will,” “may, " “anticipate(s),” “intend,” “estimate,” “project”
and similar expressions are intended to identifylrd-looking statements, which generally are nigtdrical in nature. These statements
include, but are not limited to, financial projemtis and estimates and their underlying assumptistagements regarding plans, objectives and
expectations with respect to future operationsdpigis and services; and statements regarding fyteréormance. Such statements are subject
to certain risks and uncertainties, many of whicé difficult to predict and generally beyond oumtml, that could cause actual results to
differ materially from those expressed in, or iraflor projected by, the forward-looking informatiand statements. These risks and
uncertainties include: those discussed and idexatifin our public filings with the U.S. SecuritiesdeExchange Commission, or SEC; increased
government participation in, or regulation or taiat of health benefits and managed care operatiomcd,iding, but not limited to, the impe
of the Patient Protection and Affordable Care Astldhe Health Care and Education Reconciliation éfc2010; trends in health care costs
and utilization rates; our ability to secure suffint premium rates including regulatory approval implementation of such rates; our ability
contract with providers consistent with past praeticompetitor pricing below market trends of iresing costs; reduced enrollment, as we
a negative change in our health care product misks and uncertainties regarding Medicare and Mattigrograms, including those related
to non-compliance with the complex regulations isgabthereon and funding risks with respect to raeareceived from participation therein;

a downgrade in our financial strength ratings; difition and investigations targeted at health bea&fompanies and our ability to resolve
litigation and investigations within estimates; riead malpractice or professional liability claims other risks related to health care services
provided by our subsidiaries; our ability to rephiase shares of our common stock and pay dividemdsiocommon stock due to the adeqt
of our cash flow and earnings and other consideragi non-compliance by any party with the Expres#$, Inc. pharmacy benefit
management services agreement, which could resfitancial penalties, our inability to meet cusemdemands and sanctions imposed by
governmental entities, including the Centers foidMare and Medicaid Services; events that resuitégative publicity for us or the hea
benefits industry; failure to effectively maintand modernize our information systems and e-busiagganization and to maintain good
relationships with third party vendors for infornat system resources; events that may negatividgtadur license with the Blue Cross and
Blue Shield Association; possible impairment ofwalkie of our intangible assets if future resultsribt adequately support goodwill and otl
intangible assets; intense competition to attrawd aetain employees; unauthorized disclosure of hegraensitive or confidential
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information; changes in the economic and marketd@wwns, as well as regulations that may negatiafect our investment portfolios and
liquidity; possible restrictions in the paymentdifidends by our subsidiaries and increases in meglminimum levels of capital and the
potential negative effect from our substantial amtcaf outstanding indebtedness; general risks dased with mergers and acquisitior
various laws and our governing documents may prevediscourage takeovers and business combingtiomisre public health epidemics and
catastrophes; and general economic downturns. Reaale cautioned not to place undue reliance ors¢hierward-looking statements that
speak only as of the date hereof. Except to trenertherwise required by federal securities law,d® not undertake any obligation to
republish revised forward-looking statements téerefevents or circumstances after the date hesetd reflect the occurrence of
unanticipated events. Readers are also urged tefolly review and consider the various disclosuresur SEC reports.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

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

ITEM 4. CONTROLS AND PROCEDURES

We carried out an evaluation as of September 301 Abnder the supervision and with the participatibour management, including our
Chief Executive Officer and Chief Financial Officef the effectiveness of the design and operaifasur disclosure controls and procedure
defined in Rule 13a-15(e) of the Securities Excleafigt of 1934. Based upon that evaluation, the {Executive Officer and Chief Financial
Officer concluded that our disclosure controls pnatedures are effective in timely alerting thenmiaterial information relating to us
(including our consolidated subsidiaries) requietie disclosed in our reports under the Securitiehange Act of 1934. In addition, basec
that evaluation, the Chief Executive Officer andeErinancial Officer concluded that our disclosaoatrols and procedures were effective in
ensuring that information required to be disclobgdis in the reports that we file or submit under Securities Exchange Act of 1934 is
accumulated and communicated to our managemehiding the Chief Executive Officer and Chief Fina©fficer, as appropriate to allow
timely decisions regarding required disclosures.

There have been no changes in our internal coowe financial reporting that occurred during theee months ended September 30,
2011 that have materially affected, or are reaslyriddely to materially affect, our internal controver financial reporting.

PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

For information regarding legal proceedings at S8eyiter 30, 2011, see the “Litigation” and “Other @uogencies” sections of Note 10,
“Commitments and Contingencies” to our unauditexsodidated financial statements included in Paditem 1 of this Form 10-Q.

ITEM 1A. RISK FACTORS
Except as set forth below, there have been no lmbtdranges to the risk factors disclosed in our®Annual Report on Form 10-K.

There are various risks associated with providing balth care services.

Many states in which we operate our subsidiarye®lare Health Group, Inc. and its affiliates, lirtfie practice of medicine to licensed
individuals or professional organizations compriséticensed individuals. Business corporationsegalty may not exercise control over the
medical decisions of physicians (“corporate pract€medicine”)and we are not licensed to practice medicine. Ratelsregulations relating
the practice of medicine, fee-splitting betweengibipns and referral sources, and similar issugsfvam state to state. Further, certain federal
and state laws prohibit the offer, payment, sd@iain, or receipt of any form of remuneration tduoe, or in return for, the referral of patient
care opportunities, including, but not limited kedicare patients, (“anti-kickback rules”) and aggmerally prohibit physicians from making
referrals to any entity providing certain desigdatealth services if the referring physician oatetl person has an ownership or financial
interest in the entity (“self-referral rules”).

We believe that our health care service operattonsply with applicable rules and regulations regaydhe corporate practice of
medicine, fee-splitting, anti-kickback, self-ref@rand similar issues. However, any enforcemendrsty governmental officials alleging non-
compliance with these rules and regulations codiceesely affect our business, cash flows, finanodaidition or results of operations.
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The direct provision of health care services atsmlves risks of additional litigation arising fromedical malpractice actions based on
our treatment decisions or brought against us opbuysician associates for alleged malpracticerofggsional liability claims arising out of tl
delivery of health care and related services. bfitamh, liability may arise from maintaining healthre premises that serve the public. If we fail
to maintain adequate insurance coverage for thigsiities, or if such insurance is not availaliteg resulting costs could adversely affect our
cash flows, financial condition or results of ofnas.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Issuer Purchases of Equity Securities

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

Approximate

Total Number Dollar Value
of Shares
of Shares that May Yet
Purchased
Total Number Average as Part Be Purchase
Price Paid of Publicly
of Shares Announced Under the
Period Purchased? per Share Programs 2 Programs
July 1, 2011 to July 31, 2011 3,847,471 $ 76.0¢ 3,843,98 $ 374.
August 1, 2011 to August 31, 20 4,563,16! 62.8¢ 4,561,001 338.1
September 1, 2011 to September 30, Z 4,952,22. 64.4:2 4,947,80I 5,019.:
13,362,87 13,352,78

Total number of shares purchased includes 10,0B4eded to or withheld by us in connection with doyee payroll tax withholdin

upon exercise or vesting of stock awards. Stocktgrin employees and directors and stock issuestdok option plans and stock
purchase plans in the consolidated statementsanébkblder equity are shown net of these shares purchi

Represents the number of shares repurchased thoaughpurchase program authorized by our Boafdirgctors. During the thre
months ended September 30, 2011, we repurchaseoxapptely 13,352,787 shares at a cost of $714d&uthe program. On

February 3, February 22, May 17, August 25 ande&aber 29, 2011, our Board of Directors increasedstiare repurchase authorization
by $375.0, $1,100.0, $500.0, $250.0 and $5,008dpectively. Remaining authorization under the pmogwas $ 5,019.3 as of
September 30, 201

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.

ITEM 4. (REMOVED AND RESERVED)

ITEM 5. OTHER INFORMATION
None.

ITEM 6. EXHIBITS

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

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

WELLPOINT, INC.
Registran

Date: October 26, 2011 By: sl WAYNE S. DEV EYDT
Wayne S. DeVeyc
Executive Vice President and Chief Financial Office
(Duly Authorized Officer and Principal Financial fi2er)

Date: October 26, 201 By: s/ JOHN E. GALLINA
John E. Galling
Senior Vice President, Controller, Chief Accountdfficer
and Chief Risk Officer (Principal Accounting Offige
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Exhibit
Number
3.1
3.2

4.1

4.2

10.12*

311

31.2

32.1

32.2

101

INDEX TO EXHIBITS

Exhibit

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

By-Laws of the Company, as amended effective Deeerdp2010, incorporated by reference to Exhil#tt8.the Company’s
Current Report on Form-K filed on December 13, 201

Indenture, dated as of January 20, 2006, betwee@dmpany and The Bank of New York Mellon Trust @amy, N.A.
(formerly known as The Bank of New York Trust CompaN.A.) filed as Exhibit 4.1 to the Company’s @nt Report on
Form 8-K dated January 10, 2006 and incorporategitnéy reference.

(a) Form of the 2.375% Notes due 2017, incorporhtereference to Exhibit 4.2 to the Company’s CatriReport on Form &,
filed on August 15, 2011.

(b) Form of the 3.700% Notes due 2021, incorporaieceference to Exhibit 4.3 to the Company’s Cuirfeeport on Form &,
filed on August 15, 201

Upon the request of the Securities and Exchangen@ssion, the Company will furnish copies of anyestmstrument:
defining the rights of holders of lo-term debt of the Company or its subsidiar

(a) Amendment dated September 30, 2011 to Employfgreement between Anthem Insurance Companiesaht Samue
R. Nussbaum, M.D., dated as of January 2, 2

Certification of Chief Executive Officer pursuantRule 13a-14(a) and Rule 15d-14(a) of the Excha#wdRules, as adopted
pursuant to Section 302 of the Sarbi-Oxley Act of 2002

Certification of Chief Financial Officer pursuantRule 13a-14(a) and Rule 15d-14(a) of the Excha#wdRules, as adopted
pursuant to Section 302 of the Sarbi-Oxley Act of 2002

Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtioBed06 of the Sarbar-
Oxley Act of 2002

Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtioBed06 of the Sarbar-
Oxley Act of 2002

The following material from WellPoint, Inc.’s Quarty Report on Form 10-Q, for the quarter ended&aper 30, 2011,
formatted in XBRL (Extensible Business Reportingigaage): (i) the Consolidated Balance Sheetsth@)Consolidated
Statements of Income; (iii) the Consolidated Statets of Cash Flows; (iv) the Consolidated StatemehShareholders’
Equity; and (v) Notes to Consolidated Financiak&teents

* Indicates management contracts or compensatorg plaarrangement
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Exhibit 10.12

=
WELLPOINT

120 Monument Circle Randal L. Brown
Indianapolis, IN 46204 Executive Vica Presidant &
Tel (317} 488-6240 Chief Human Resourcas Officar

Fax (317) 486-6028

September 30, 2011

Samuel R. Nussbaum, M.D.
21 Southmoor Drive
Clayton, Missouri 63105

Dear Sam:

This letter serves as confirmation of the convéogsahat Angela Braly had with you regarding yowpRacement Ratio SERP Benefit, as
defined below. The calculation remains the samh wiite change: the pay will include the highestdroensecutive years of pay without the
restriction that those years be in the final fisdeodar years of your employment. The entire Rephent Ratio SERP Benefit is restated he

You will be entitled to a benefit based on a petage of your pay (“Replacement Ratio SERP Benefit'Benefit”) which Benefit shall be
fully paid by WellPoint and shall be equal to theaunt, if any, by which:

(i) the amount (expressed as a single lump sumgtwisithe actuarial equivalent (as determined betdfva benefit (expressed as a
straight life annuity with payments beginning aé aixty-two (62) or, if later, beginning at youreagt the date of your termination
of employment) equal to fifty percent (50%) of yawerage annual pay (as determined below) duriaghttee (3) consecutive
calendar years of employment with WellPoint in whyour pay was the highest; exce:

(i)  the sum of the following
a. the total benefit (expressed as a single lump @ayable to you under the WellPoint (formerly Aein) Cash Balance

Pension Plan“Cash Balance PI”); plus
b. the amount (expressed as a single lump sum) pay@ltau under the WellPoint (formerly Anthem) Sugpkental Executiv
Retirement Plan“ SERF’).

For purposes of this Benefit, your pay in a calenydsr shall include your annual base salary it egplicable calendar year (including
amounts deferred under the WellPoint, Inc. Comprsive Nonqualified Deferred Compensation Plan) stmall also include the amount of any
award under the Annual Incentive Plan paid in thlermdar year or payments which would have beenghaidg the applicable calendar year
but for a deferral election made by you, but skatllude deferred amounts actually paid in



=

calendar year pursuant to deferral elections ma@eailier calendar years. Actuarial equivalentldteldetermined using the same actuarial
assumptions set forth in the Cash Balance Plawiged, however, that before the lump sum conversion is effectedien subparagraph

(i) above, the benefit under such subparagrapHbsksheeduced by four-twelfths (4/12ths) of one &ycent for each month that your age at the
date of your employment termination precedes yttairanent of age sixty-two (62).

The Replacement Ratio SERP Benefit shall vestlasafe: twenty-five percent (25%) on January 2, 200% fifty percent (50%) on January 2,
2007; (iii) seventy-five percent (75%) on Januar2@08; and one hundred percent (100%) on Jany&9@® and thereafter. The payment of
the Replacement Ratio SERP Benefit shall be matteeatame time (and in the same form) as paymeydwf SERP benefit and by using the
same actuarial factors applicable to the SERP mwvexting the Benefit to a form other than a sirlghap sum.

Please don't hesitate to contact me or Susan Fandd you have any questions about this letter.
Sincerely,

/sl Randal L. Brown

Randal L. Brown

Enclosure

Cc:Cathy Kelaghal
Susan For



Exhibit 31.1

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

I, Angela F. Braly, certify that:

1.
2.

| have reviewed this report on Form-Q of WellPoint, Inc.:

Based on my knowledge, this report does notaiorny untrue statement of a material fact or aanttate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtaisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtf@ periods presented in this rep

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay

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

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

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

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

The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimrernal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of registrant’s board of directors p@rsons performing the equivalent
function):

a) all significant deficiencies and material weaknsssehe design or operation of internal contradiofinancial reporting which au
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refimahcial information; ant

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

Date: October 26, 2011 /s| ANGELA F. BRALY

Chair of the Board, President ¢
Chief Executive Office



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.
2.

| have reviewed this report on Form-Q of WellPoint, Inc.:

Based on my knowledge, this report does notaiorny untrue statement of a material fact or aanttate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtaisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtf@ periods presented in this rep

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay

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

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

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

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

The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimrernal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of registrant’s board of directors p@rsons performing the equivalent
function):

a) all significant deficiencies and material weaknsssehe design or operation of internal contradiofinancial reporting which au
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refimahcial information; ant

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

Date: October 26, 2011 /sl WAYNE S. DEVEYDT

Executive Vice President a
Chief Financial Office



Exhibit 32.1

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

In connection with the Quarterly Report of WellPgimc. (the “Company”) on Form 10-Q for the perieaded September 30, 2011 as filed
with the Securities and Exchange Commission ord#te hereof (the “Report”), I, Angela F. Braly, @haf the Board, President and Chief
Executive Officer of the Company, certify, pursuanil8 U.S.C. § 1350, as adopted pursuant to $9€&e Sarbanes-Oxley Act of 2002, that:

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

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

/s! ANGELAF. BRALY
Angela F. Braly

Chair of the Board, President and Chief Execufiicer
October 26, 201




Exhibit 32.2

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

In connection with the Quarterly Report of WellPgimc. (the “Company”) on Form 10-Q for the perieaded September 30, 2011 as filed
with the Securities and Exchange Commission ortéte hereof (the “Report”), |, Wayne S. DeVeydteEutive Vice President and Chief
Financial Officer of the Company, certify, pursugmtl8 U.S.C. § 1350, as adopted pursuant to 9@t Sarbanes-Oxley Act of 2002, that:

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

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

/s!/ WAYNES. DEV EYDT
Wayne S. DeVeydt

Executive Vice President and Chief Financial €fi
October 26, 201




