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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

WellPoint, Inc.
Consolidated Balance Sheets

September 30, December 31,
2014 2013
(In millions, except share data) (Unaudited)
Assets
Current assets:
Cash and cash equivalents $ 1,717.¢  $ 1,582.:
Investments available-for-sale, at fair value:
Fixed maturity securities (amortized cost of $1%,84and $16,826.7) 18,284. 17,038.:
Equity securities (cost of $1,289.8 and $1,168.5) 1,848.: 1,735.!
Other invested assets, current 19.C 16.2
Accrued investment income 172.7 168.¢
Premium and self-funded receivables 4,438.: 3,968.°
Other receivables 1,680. 1,063.:
Income taxes receivable 200.¢ 235.7
Securities lending collateral 1,698.¢ 969.¢
Deferred tax assets, net 244 .1 383.(
Other current assets 1,922.: 1,677t
Assets held for sale — 906.¢
Total current assets 32,227.: 29,745.
Long-term investments available-for-sale, at failue:
Fixed maturity securities (amortized cost of $4%h8 $455.9) 501.5 449.¢
Equity securities (cost of $26.8 and $27.4) 31.7 31.2
Other invested assets, long-term 1,691.¢ 1,542.¢
Property and equipment, net 1,848.¢ 1,801.f
Goodwill 17,082.( 16,917..
Other intangible assets 8,010.¢ 8,441.(
Other noncurrent assets 664.¢ 645.2
Total assets $ 62,058.: $ 59,574.!
Liabilities and shareholders’ equity
Liabilities
Current liabilities:
Policy liabilities:
Medical claims payable $ 6,794.. $ 6,127.:
Reserves for future policy benefits 68.¢ 63.1
Other policyholder liabilities 2,598.( 2,073.:
Total policy liabilities 9,461.( 8,263.1
Unearned income 1,003.! 822.5
Accounts payable and accrued expenses 3,447t 3,426.:
Security trades pending payable 156.1 95.Z
Securities lending payable 1,698.: 969.7
Short-term borrowings 100.( 400.(
Current portion of long-term debt 625.( 518.C
Other current liabilities 1,903.¢ 1,674.
Liabilities held for sale — 181.
Total current liabilities 18,395.( 16,351.!
Long-term debt, less current portion 14,538.: 13,573.

Reserves for future policy benefits, noncurrent 655.7 723.(



Deferred tax liabilities, net

Other noncurrent liabilities

Total liabilities

Commitment and contingencies — Note 9

Shareholders’ equity

Preferred stock, without par value, shares autBdriz100,000,000; shares issued and outstandinge- n

Common stock, par value $0.01, shares authoriZ0;000,000; shares issued and outstanding —

270,512,468 and 293,273,830
Additional paid-in capital
Retained earnings

Accumulated other comprehensive income

Total shareholders’ equity

Total liabilities and shareholders’ equity
See accompanying notes.

3,284.. 3,325.:
891.( 836.(
37,764.. 34,809.
2.7 2.6
10,094.- 10,765..
13,863.t 13,813.
333.1 183.2
24,294.( 24,765.:
62,058.: $ 59,5674.!




WellPoint, Inc.
Consolidated Statements of Income

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

(In millions, except per share data) 2014 2013 2014 2013
Revenues
Premiums $ 17,226.( % 16,580.¢ $ 50,811.¢ $ 49,509.!
Administrative fees 1,134.. 1,027.¢ 3,404.: 3,006.¢
Other revenue 10.: 10.C 29.2 29.¢
Total operating revenue 18,370. 17,618. 54,245 52,545,
Net investment income 174.¢ 167.€ 546.¢ 482.¢
Net realized gains on investments 25.7 95.4 133.2 166.4
Other-than-temporary impairment losses on investsnen

Total other-than-temporary impairment losses oe#tments (19.9 (27.7) (41.9 (74.0)

Portion of other-than-temporary impairment lossEognized in

other comprehensive income 5.€ 0.6 6.4 0.¢

Other-than-temporary impairment losses recogniaeddome (13.¢) (26.2) (35.5) (73.])
Total revenues 18,557.( 17,855.! 54,889.! 53,121.¢
Expenses
Benefit expense 14,211.: 14,075.( 41,997.( 41,656..
Selling, general and administrative expense:

Selling expense 374. 377.: 1,133.¢ 1,139.¢

General and administrative expense 2,594.( 2,165. 7,581.¢ 6,167.
Total selling, general and administrative expense 2,968.: 2,542, 8,715.¢ 7,307 .«
Interest expense 155.¢ 151.¢ 447.1 456.¢
Amortization of other intangible assets 60.2 61.2 168.: 185.¢
Loss on extinguishment of debt 74.¢ 145.: 80.¢ 145.:
Total expenses 17,469.¢ 16,975.¢ 51,408.¢ 49,751.!
Income from continuing operations before income taxexpense 1,087.: 879.7 3,481.( 3,370.:
Income tax expense 456.: 225.¢ 1,427 . 1,044.¢
Income from continuing operations 630.¢ 653.¢ 2,053« 2,325
Income from discontinued operations, net of tax — 2.4 9.€ 16.1
Net income $ 630.¢ $ 656.2 $ 2,063.C $ 2,341t
Basic net income per share:

Basic - continuing operations $ 231 $ 22C $ 73 $ 7.7

Basic - discontinued operations — 0.01 0.0¢ 0.0€
Basic net income per share $ 231 $ 221 $ 74z $ 7.81
Diluted net income per share:

Diluted - continuing operations $ 22z % 215 % 715 $ 7.64

Diluted - discontinued operations — 0.01 0.0¢ 0.0
Diluted net income per share $ 22 % 2.1¢ $ 7.1¢ $ 7.6¢
Dividends per share $ 0.437F $ 0.375( $ 1.312¢ % 1.125(

See accompanying notes.




WellPoint, Inc.
Consolidated Statements of Comprehensive Income
(Unaudited)

Three Months Ended

Nine Months Ended

September 30 September 30

(In millions) 2014 2013 2014 2013
Net income $ 630.¢ $ 656.2 $ 2,063.( $ 2,341
Other comprehensive (loss) income, net of tax:
Change in net unrealized gains/losses on invesiment (233.9) 16.c 151.¢ (327.0
Change in non-credit component of other-than-temugompairment

losses on investments 3.3 (0.6) 3.9 1.€
Change in net unrealized gains/losses on cashttxlges (5.9 0.7 (4.4 2.2
Change in net periodic pension and postretiremestisc 3.C 4.8 8.¢ 18.€
Foreign currency translation adjustments (2.9 1.2 (2.9 0.7
Other comprehensive (loss) income (141.9) 22.4 149.¢ (303.9
Total comprehensive income $ 489.C $ 678.6 $ 2,212.¢ $ 2,037.¢

See accompanying notes.




WellPoint, Inc.
Consolidated Statements of Cash Flows

(Unaudited)
Nine Months Ended
September 30
(In millions) 2014 2013
Operating activities
Net income $ 2,063. $ 2,341
Adjustments to reconcile net income to net caskigeal by operating activities:
Net realized gains on investments (133.9) (166.9)
Other-than-temporary impairment losses recogniaedaome 35.F 73.1
Loss on extinguishment of debt 80.¢ 145.2
Gain on disposal from discontinued operations (3.2 —
Loss on disposal of assets 0.4 5.1
Deferred income taxes 108.1 (12.0
Amortization, net of accretion 563.( 592.7
Depreciation expense 79.¢ 78.4
Impairment of property and equipment 3.c —
Share-based compensation 125.7 103.7
Excess tax benefits from share-based compensation (39.9 (23.5)
Changes in operating assets and liabilities:
Receivables, net (1,020.) (368.0
Other invested assets (17.¢) 1.7
Other assets (309.9) 51.
Policy liabilities 1,130.: (230.9
Unearned income 180.t 42.¢
Accounts payable and accrued expenses (10.5) 95.¢
Other liabilities 231.¢ (78.0
Income taxes 68.( 87.t
Other, net (71.9 (61.7)
Net cash provided by operating activities 3,064.: 2,779
Investing activities
Purchases of fixed maturity securities (7,498.9) (11,494.)
Proceeds from fixed maturity securities:
Sales 5,536.( 8,756.¢
Maturities, calls and redemptions 1,016. 1,490.(
Purchases of equity securities (530.9) (464.¢
Proceeds from sales of equity securities 370.¢ 575.2
Purchases of other invested assets (138.9 (207.9
Proceeds from sales of other invested assets 76.2 53.C
Settlement of non-hedging derivatives (67.9 (109.9)
Changes in securities lending collateral (728.) (273.9)
Proceeds from sale of subsidiary, net of cash sold 740.( —
Purchases of property and equipment (410.6 (408.J)
Other, net (0.7) (3.9)
Net cash used in investing activities (1,635.() (2,086.9)
Financing activities
Net proceeds from commercial paper borrowings 46.F 224.1
Proceeds from long-term borrowings 2,700.( 1,250.(
Repayments of long-term borrowings (1,730.9 (1,801.9
Proceeds from short-term borrowings 1,750.( 600.(
Repayments of short-term borrowings (2,050.0 (500.0
Changes in securities lending payable 728.F 273.C

Changes in bank overdrafts (27.2 72.:



Repurchase and retirement of common stock

Cash dividends

Proceeds from issuance of common stock under emglsipck plans
Excess tax benefits from share-based compensation

Net cash used in financing activities

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

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Less cash and cash equivalents of discontinued opépons at end of period
Cash and cash equivalents of continuing operatiorat end of period

See accompanying notes.

(2,655.9 (1,170.9
(363.) (337.9)
268.¢ 374.¢
39.¢ 23
(1,293.6 (992.0)
(4.6) 0.4
131.C (298.9)
1,586.¢ 2,484.¢
1,717.¢ 2,185.
— (3.7)
1,717.¢ 2,182.(




WellPoint, Inc.
Consolidated Statements of Shareholders’ Equity
(Unaudited)

Common Stock Accumulated

Additional Other Total
Number of Par Paid-in Retained Comprehensive Shareholders’

(In millions) Shares Value Capital Earnings Income (Loss) Equity
January 1, 2014 293¢ % 2¢ $ 10,765.. $ 13,813¢ $ 1837 $ 24,765..
Net income — — — 2,063.( — 2,063.(
Other comprehensive income — — — — 149.¢ 149.¢
Settlement of equity options — — (30.5 — — (30.5
Repurchase and retirement of common sto (27.€ (0.2 (1,009.Y) (1,645.9 — (2,655.9)
Dividends and dividend equivalents — — — (367.2) — (367.2)
Issuance of common stock under employet

stock plans, net of related tax benefits 4.8 — 369.4 — — 369.4
September 30, 2014 2705 $ 27 $ 10,094 $ 13,863.8 $ 333.1 % 24,294 (
January 1, 2013 3047 % 3C $ 10,853.! $ 12,647.. $ 299.1 % 23,802
Net income — — — 2,341t — 2,341
Other comprehensive loss — — — — (303.9 (303.9
Repurchase and retirement of common sto (15.€ (0.2 (566.2) (607.9 — (1,173.)
Convertible debenture tax adjustment — — 3.9 — — 3.9
Dividends and dividend equivalents — — — (340.%) — (340.%)
Issuance of common stock under employee

stock plans, net of related tax benefits 7.1 0.1 485. — — 485.%
September 30, 2013 296.2 $ 3 $ 10,769.. $ 14,040.! $ 4.9 $ 24,808.:

See accompanying notes.




WellPoint, Inc.
Notes to Consolidated Financial Statements
(Unaudited)
September 30, 2014

(In Millions, Except Per Share Data or As Otherwg&tated Herein)

1. Organization

References to the terms “we”, “our”, “us”, “WellPdi or the “Company” used throughout these Note€tnsolidated Financial
Statements refer to WellPoint, Inc., an Indiangoaation, and unless the context otherwise requitedirect and indirect subsidiaries. On
November 5, 2014, a Special Meeting of Shareholdédl®e held to vote on an amendment of our aesabf incorporation to change our na
to Anthem, Inc. Shareholders of record on SepterhBeR014 are entitled to vote. If approved, thenge will occur in December 2014.

We are one of the largest health benefits companissms of medical membership in the United Staserving 37.5 medical members
through our affiliated health plans and approxitya8.5 individuals through our subsidiaries aseptember 30, 2014 . We offer a broad
spectrum of network-based managed care plansge &rd small employer, individual, Medicaid and Mace markets. Our managed care
plans include: preferred provider organizationsPBOs; health maintenance organizations, or HM@istof-service, or POS, plans;
traditional indemnity plans and other hybrid plainsjuding consumer-driven health plans, or CDHirg] hospital only and limited benefit
products. In addition, we provide a broad arraynahaged care services to self-funded customeigging claims processing, underwriting,
stop loss insurance, actuarial services, providerork access, medical cost management, diseasage@ent, wellness programs and other
administrative services. We provide an array ot&dty and other insurance products and servicels as behavioral health benefit services,
dental, vision, life and disability insurance betsefradiology benefit management, analytics-dripensonal health care guidance and lteTgn
care insurance. We also provide services to thefaé@overnment in connection with the Federal Exygé Program, or FEP, and various
Medicare programs. We also sold contact lensegll@yses and other ocular products through our 1IE8DRTACTS, Inc., or 1-800
CONTACTS, business, which was divested on Janubr2@14.

We are an independent licensee of the Blue Cras8hare Shield Association, or BCBSA, an associabbmdependent health benefit
plans. We serve our members as the Blue Crossskecfor California and as the Blue Cross and Bhiel&, or BCBS, licensee for Colorado,
Connecticut, Georgia, Indiana, Kentucky, Maine, $digri (excluding 3@ounties in the Kansas City area), Nevada, New tsaing, New Yorl
(as BCBS in 10 New York City metropolitan and sumding counties, and as Blue Cross or BCBS in ssdegpstate counties only), Ohio,
Virginia (excluding the Northern Virginia suburbBWashington, D.C.) and Wisconsin. In a majoritytleése service areas we do business as
Anthem Blue Cross, Anthem Blue Cross and Blue 8higlue Cross and Blue Shield of Georgia, and EenBlue Cross Blue Shield, or
Empire Blue Cross (in our New York service ared#g. also conduct business through our AMERIGROURG@tion, or Amerigroup,
subsidiary in Florida, Georgia, Kansas, Kentuckyyisiana, Maryland, Nevada, New Jersey, New Mexiw York, Tennessee, Texas and
Washington. We also serve customers throughoutdhatry as HealthLink, UniCare, and in certain Aria, California, Nevada, New York
and Virginia markets, through our CareMore Healtbup, Inc., or CareMore, subsidiary. We are licénseconduct insurance operations ir
50 states through our subsidiaries.

2. Basis of Presentation and Significant Accounting Rizies

Basis of PresentationThe accompanying unaudited consolidated finantséments have been prepared in accordance with U.S
generally accepted accounting principles, or GAfsPnterim financial reporting. Accordingly, tha&lp not include all of the information and
footnotes required by GAAP for annual financiaketaents. We have omitted certain footnote disclestiat would substantially duplicate the
disclosures in our 2013 Annual Report on Form 1@uiess the information contained in those disalesmaterially changed or is required by
GAAP. Unless otherwise specified, all financialdrmhation presented in the accompanying consolidatedcial statements and in the notes t
consolidated financial statements relates onlyutocontinuing operations, other than cash flows@néed on the consolidated statements of
cash flows. In the opinion of management, all apests, including normal recurring adjustments assary for a fair statement of the
consolidated financial statements as of and fothhee and nine months ended September 30, 2012r&have been recorded. The result
operations for the three and nine months ended:8dy&r 30, 2014 are not
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necessarily indicative of the results that may Xjeeted for the full year ending December 31, 20IHese unaudited consolidated financial
statements should be read in conjunction with oditad consolidated financial statements for ther ymded December 31, 2013 included in
our 2013 Annual Report on Form 10-K.

Certain of our subsidiaries operate outside ofuth#ged States and have functional currencies dtiear the U.S. dollar, or USD. We
translate the assets and liabilities of those slido$es to USD using the exchange rate in effette@end of the period. We translate the
revenues and expenses of those subsidiaries tousBD the average exchange rates in effect dun@geriod. The net effect of these
translation adjustments is included in “Foreignrency translation adjustments” in our consolidatedements of comprehensive income.

Revenue RecognitionPremiums for fully-insured contracts are recogniasdevenue over the period insurance coveragevided and,
if applicable, net of amounts recognized for minimmonedical loss ratio rebates, and the risk adjustpmeinsurance, and risk corridor premium
stabilization programs of the Patient Protectiod Affordable Care Act and the Health Care and Etloca&Reconciliation Act of 2010, or
collectively, Health Care Reform. Premiums relatethe unexpired contractual coverage periodseftected in the accompanying
consolidated balance sheets as unearned inconmiupme include revenue from retrospectively ratexti@cts where revenue is based on the
estimated ultimate loss experience of the contRreimium revenue includes an adjustment for reetsgely rated refunds based on an
estimate of incurred claims. Premium rates foraieiines of business are subject to approval byDXhpartment of Insurance of each respe
state.

Administrative fees include revenue from certaiougr contracts that provide for the group to basktfor all or, with supplemental
insurance arrangements, a portion of their clairpegence. We charge these self-funded groups minétrative fee, which is based on the
number of members in a group or the group’s claipeeence. In addition, administrative fees incladeounts received for the administration
of Medicare or certain other government progranmmedey our self-funded arrangements, revenue is rézed as administrative services are
performed. All benefit payments under these program excluded from benefit expense.

Adoption of New Accounting Pronouncemeritffective January 1, 2014, we adopted the provssainAccounting Standards Update No.
2011-06, Other Expenses (Topic 720¢es Paid to the Federal Government by Health lesu¢a consensus of the FASB Emerging Issues
Force), or ASU 2011-06. Health Care Reform imposes a ratamg annual Health Insurance Provider Fee, or F#€, on health insurers that
write certain types of health insurance on U.%sti§he annual HIP Fee is allocated to health arsupased on the ratio of the amount of an
insurer's net premium revenues written during tieegding calendar year to an adjusted amount dfrhieaurance for all U.S. health risk for
those certain lines of business written duringghexeding calendar year. The HIP Fee is non-ddaladtir federal income tax purposes. The
total amount to be collected from allocations taltteinsurers in 2014 is $8,000.0 , and our portibthe HIP Fee for 2014 is $893.3 . ASU
2011-06 addresses how the HIP Fee should be remmhand classified in the financial statementseaifith insurers. In accordance with ASU
2011-06, we recorded our estimated liability foz thIP Fee in full at the beginning of the year vdthorresponding deferred asset that is bein
amortized to expense on a straight-line basis.dHfierred asset is recorded within other currerdtasm the consolidated balance sheets. The
final calculation and payment of the HIP Fee ocediin the third quarter of 2014. We recognized $28nd $670.0 as general and
administrative expense related to the HIP Feehfetiiree and nine months ended September 30, 28%gectively.

ReclassificationsCertain prior period amounts have been reclassifiesbnform to the current period presentatioraddition, certain
other immaterial reclassifications have been madhe current year.

3. Business Divestiturt

In December 2013, we entered into a definitive agrent to sell our 1-800 CONTACTS business to thvafe equity firm Thomas H. Lee
Partners, L.P. Additionally, we entered into areagsirchase agreement with Luxottica Group toaellglasses.com related assets
(collectively, 1-800 CONTACTS). The operating reésdbr 1-800 CONTACTS are reported as discontinyeerations in the accompanying
consolidated statements of income. These results previously reported in the Commercial and Spggcusiness segment. Additionally, the
assets and liabilities of 1-800-CONTACTS are regubids held for sale in the accompanying consolidaédance sheets as of December 31,
2013. The sales were completed on January 31, 29d.4lid not result in any material difference te libss on disposal from discontinued
operations recorded during the year ended Dece8ihe2013.




4. Investments

We evaluate our investment securities for otherteanporary declines based on qualitative and gagime factors. Other-than-temporary
impairment losses recognized in income totaled®&8d $26.2 for the three months ended Septemh&03@ and 2013, respectively. Other-
than-temporary impairment losses recognized innmetotaled $35.5 and $73.1 for the nine months @S#ptember 30, 2014 and 2013 ,
respectively. There were no individually signifitather-than-temporary impairment losses on investsiby issuer during the three and nine
months ended September 30, 2014 and 2013 . Wenaertt review our investment portfolios under eupairment review policy. Given the
current market conditions and the significant juégis involved, there is a continuing risk thatHiertdeclines in fair value may occur and
additional material other-than-temporary impairmesses on investments may be recorded in futuiegse
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A summary of current and long-term investmentsjlalbke-for-sale, at September 30, 2014 and Dece®@be?013 is as follows:

Non-Credit
Component of
Other-Than-
Gross Unrealized Losses Temporary
Cost or Gross Impairments
Amortized Unrealized Less than 12 Months Estimated Recognized in
Cost Gains 12 Months or Greater Fair Value AOCI
September 30, 2014:
Fixed maturity securities:
United States Government securities $ 342.¢ $ 3t $ 0.1 $ 0.2 % 345.¢ $ =
Government sponsored securities 127.1 0.7 (0.7 (0.7) 127.C —
States, municipalities and political
subdivisions, tax-exempt 5,725.: 300.Z (1.5 (6.2) 6,017. —
Corporate securities 8,667.! 180.t (56.2) (34.5) 8,757.: (5.9
Options embedded in convertible debt
securities 100.4 — — — 100.2 —
Residential mortgage-backed securities  2,173.! 62.€ (2.0 (16.9 2,217t —
Commercial mortgage-backed securitit 502.% 7.S (0.5) (0.7) 509.4 —
Other debt securities 705.1 7.7 (0.7) (1.2 710.¢ —
Total fixed maturity securities 18,343. 563.] (61.7) (59.9) 18,786.0 $ (5.9
Equity securities 1,316.¢ 577.1 (23.7) — 1,880.(
Total investments, available-for-sale $ 19,660 $ 1,240. $ (74.¢) $ (59. $ 20,666.!
December 31, 2013:
Fixed maturity securities:
United States Government securities $ 300.¢ % 25 % (3.9 $ — 8 299.¢ % —
Government sponsored securities 174.¢ 0.4 1.3 — 173.t —
States, municipalities and political
subdivisions, tax-exempt 5,899.! 202.¢ (90.7 (9.6) 6,002.° (0.6)
Corporate securities 7,614.: 205.2 (95.2) (15.5) 7,708.¢ (0.
Options embedded in convertible debt
securities 89.2 — — — 89.2 —
Residential mortgage-backed securitie 2,269.¢ 48.C (41.9 (7.2 2,268.¢ —
Commercial mortgage-backed securities 479.( 10.t (2.6) 0.3 486.¢ —
Other debt securities 456.2 5.& (2.5 (0.9 458.7 (0.7
Total fixed maturity securities 17,282.¢ 475.: (236.5) (33.9 17,488.. $ (0.8)
Equity securities 1,195.¢ 578.¢ (8.0 = 1,766.¢
Total investments, available-for-sale $ 18,478! $ 1,054. $ (2445 $ (33.9) $ 19,254.

At September 30, 2014 , we owned $2,726.9 of mgegsacked securities and $625.8 of asset-backeuitses out of a total available-for-
sale investment portfolio of $20,666.0 . These g8es included sub-prime and Alt-A securities wittir values of $24.8 and $88.4 ,
respectively. These sub-prime and Alt-A securitiad accumulated net unrealized gains of $1.6 arl,$&spectively. The average credit
rating of the sub-prime and Alt-A securities was ‘@d “CC”, respectively.
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The following tables summarize for available-fotestixed maturity securities and available-for-sedpiity securities in an unrealized loss
position at September 30, 2014 and December 313 2k aggregate fair value and gross unrealzesilby length of time those securities
have been continuously in an unrealized loss positi

Less than 12 Months 12 Months or Greater
Gross Gross
Number of Estimated Unrealized Number of Estimated Unrealized

(Securities are whole amounts) Securities Fair Value Loss Securities Fair Value Loss
September 30, 2014:
Fixed maturity securities:

United States Government securities 12 % 53.6 % (0.2 3 3 5 % (0.2

Government sponsored securities 10 27.C (0.7 1€ 31.¢ (0.7)

States, municipalities and political

subdivisions, tax-exempt 95 253.¢ (1.5 12¢€ 320.¢ (6.2

Corporate securities 1,82¢ 3,281 (56.2) 33¢ 579.7 (34.5

Residential mortgage-backed securities 132 318.1 (2.0 251 483.¢ (16.9)

Commercial mortgage-backed securities 37 123.¢ (0.5 17 53.t (0.7)

Other debt securities 51 189.¢ (0.7) 28 74.1 (1.2
Total fixed maturity securities 2,16t 4,247 .¢ (61.7) 777 1,548.¢ (59.9)
Equity securities 51C 161.t (13.7) — — —
Total fixed maturity and equity securities 2,67t $ 4,409.0 $ (74.9) 771 $ 1548 % (59.9)
December 31, 2013:
Fixed maturity securities:

United States Government securities 27 $ 179.2  $ (3.9 — % — 3 =

Government sponsored securities 22 73.4 1.3 — — —

States, municipalities and political

subdivisions, tax-exempt 80¢€ 2,070.¢ (90.7) 42 82.4 (9.6)

Corporate securities 1,44¢ 2,586.¢ (95.9) 107 81.2 (15.5)

Residential mortgage-backed securities 60= 1,243.( (41.9 8C 116.Z (7.2

Commercial mortgage-backed securities 52 177.5 (2.6) 4 5.€ 0.3

Other debt securities 65 185.: (2.5) 17 16.2 (0.9)
Total fixed maturity securities 3,02t 6,516.: (236.5) 25( 301.7 (33.9
Equity securities 42¢ 120.¢ (8.0) — — —
Total fixed maturity and equity securities 3451 $§ 6636¢ $ (2449 25C  $ 3017 $ (33.9

The amortized cost and fair value of availabledale fixed maturity securities at September 304204y contractual maturity, are shown
below. Expected maturities may differ from contuattmaturities because the issuers of the seaurtigy have the right to prepay obligations.

Amortized Estimated

Cost Fair Value
Due in one year or less $ 613t $ 619.¢
Due after one year through five years 4,875.¢ 4,991.:
Due after five years through ten years 5,439.¢ 5,588.¢
Due after ten years 4,739.( 4,859.:
Mortgage-backed securities 2,676.( 2,726.¢
Total available-for-sale fixed maturity securities $ 18,343.¢ $ 18,786.(
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Proceeds from fixed maturity securities, equityusies and other invested assets and the relates$ gealized gains and gross realized
losses for the three and nine months ended Septe3@b2014 and 2013 are as follows:

Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013
Proceeds $ 2,038 $ 5,442( $ 6,999t $ 10,874.
Gross realized gains 32.4 176.( 221t 354.¢
Gross realized losses (6.7) (80.6) (88.2) (188.5)

In the ordinary course of business, we may sellisges at a loss for a number of reasons, inclgdinut not limited to: (i) changes in the
investment environment; (ii) expectation that thie ¥alue could deteriorate further; (iii) desicereduce exposure to an issuer or an industry;
(iv) changes in credit quality; or (v) changes xpected cash flow.

All securities sold resulting in investment gaimsldosses are recorded on the trade date. Regja@nd and losses are determined on the
basis of the cost or amortized cost of the spes#durities sold.

5. Fair Value

Assets and liabilities recorded at fair value ie tionsolidated balance sheets are categorized bpsedhe level of judgment associated
with the inputs used to measure their fair valuevdl inputs, as defined by Financial Accountingh8tads Board, or FASB, guidance for fair
value 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 measment date.

Level Il Inputs other than quoted prices included in Leuwbkk are observable for the asset or liabilitptigh corroboration with market
data at the measurement date.

Level I Unobservable inputs that reflect management’s és#nate of what market participants would usericipg the asset or

liability at the measurement date.

The following methods, assumptions and inputs weesl to determine the fair value of each clashefdllowing assets and liabilities
recorded at fair value in the consolidated balasheets:

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

Fixed maturity securities, available-for-saleair values of available-for-sale fixed maturitggeties are based on quoted market prices,
where available. These fair values are obtainadanily from third party pricing services, which geally use Level | or Level Il inputs for the
determination of fair value to facilitate fair valmmeasurements and disclosures. United States @oeat 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 guoted market prices of comparable
instruments or discounted cash flow analyses, paaitting inputs that are currently observable srttarkets for similar securities. We have
controls in place to review the third party pricisgyvices’ qualifications and procedures used terdene fair values. In addition, we
periodically review the third party pricing seng&@ricing methodologies, data sources and priaipgts to ensure the fair values obtained are
reasonable. Inputs that are often used in the tiatuenethodologies include, but are not limitedimker quotes, benchmark yields, credit
spreads, default rates and prepayment speeds.s&/aale certain fixed maturity securities, primacibrporate debt securities, which are
designated Level Il securities. For these seasitihe valuation methodologies may incorporat&dirquotes or discounted cash flow anal
using assumptions for inputs such as expectedftagd, benchmark yields, credit spreads, defatéis@and prepayment speeds that are not
observable in the markets.

Equity securities, available-for-sal&air values of equity securities are generally giesied as Level | and are based on quoted market
prices. For certain equity securities, quoted migpkiees for the identical security are not alwayailable
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and the fair value is estimated by reference talairaecurities for which quoted prices are avddabhese securities are designated Level .
We also have certain equity securities, includiriggte equity securities, for which the fair valigeestimated based on each security’s current
condition and future cash flow projections. Suctusities are designated Level lll. The fair valogéshese private equity securities are
generally based on either broker quotes or disealicash flow projections using assumptions for ispguch as the weighted-average cost of
capital, long-term revenue growth rates and eamb&fore interest, taxes, depreciation and amdidizaor EBITDA, and/or revenue multiples
that are not observable in the markets.

Other invested assets, currefitther invested assets, current include securitésih rabbi trusts that are classified as tradirgjr values
are based on quoted market prices.

Securities lending collateraFair values of securities lending collateral aredubon quoted market prices, where available. Tiadse
values are obtained primarily from third party pr@gservices, which generally use Level | or Lelvéhputs for the determination of fair value,
to facilitate fair value measurements and disclesur

Derivatives:Fair values are based on the quoted market pricéiselfinancial institution that is the counterpatd the derivative
transaction. We independently verify prices prodithy the counterparties using valuation modelsiti@irporate market observable inputs for
similar derivative transactions.

Long-term receivableFair value is estimated based on discounted cashahalysis using assumptions for inputs such pe@gd cash
flow and discount rates that are not observabtaémmarkets.
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A summary of fair value measurements by level &sess and liabilities measured at fair value oecamring basis at September 30, 2014
and December 31, 2013 is as follows:

Level | Level Il Level Il Total
September 30, 2014:
Assets:
Cash equivalents $ 591¢ $ —  $ — $ 591«
Investments available-for-sale:
Fixed maturity securities:
United States Government securities 345.¢ — — 345.¢
Government sponsored securities 4.C 123.( — 127.C
States, municipalities and political subdivisiotas-exempt — 6,017. — 6,017.
Corporate securities 11.€ 8,599.¢ 145 8,757.:
Options embedded in convertible debt securities — 100.¢ — 100.¢
Residential mortgage-backed securities — 2,217 — 2,217.!
Commercial mortgage-backed securities — 506.( 3.4 509.¢
Other debt securities 85.1 617.1 8.7 710.¢
Total fixed maturity securities 446.¢ 18,181. 157.€ 18,786.(
Equity securities 1,630.( 206.¢ 43.2 1,880.(
Other invested assets, current 19.C — — 19.C
Securities lending collateral 768.1 930.t — 1,698.¢
Derivatives excluding embedded options (reportetti wiher assets) — 0.€ — 0.6
Total assets $ 3,455.0 $19,319. $ 200.& $22,975.
Liabilities:
Derivatives excluding embedded options (reporteth wiher liabilities) $ — $ (199 ¢ — $ (199
Total liabilities $ — $ (199 % — $ (199
December 31, 2013:
Assets:
Cash equivalents $ 632: % — $ — $ 632:
Investments available-for-sale:
Fixed maturity securities:
United States Government securities 299.¢ — — 299.¢
Government sponsored securities — 173.t — 173.t
States, municipalities and political subdivisiotax-exempt — 6,002.° — 6,002.°
Corporate securities — 7,593.: 115.2 7,708.¢
Options embedded in convertible debt securities — 89.2 — 89.2
Residential mortgage-backed securities — 2,268.¢ — 2,268.¢
Commercial mortgage-backed securities — 480.1 6.5 486.¢
Other debt securities 35.€ 408.: 14.¢ 458.7
Total fixed maturity securities 335.k 17,016.: 136.5 17,488.:
Equity securities 1,475.7 249.7 41.4 1,766.¢
Other invested assets, current 16.5 — — 16.2
Securities lending collateral 408.t 561.: — 969.¢
Derivatives excluding embedded options (reportetti wiher assets) — 58.4 — 58.4
Total assets $ 2,868.0 $17,885.! $ 177.¢ $20,931.
Liabilities:
Derivatives excluding embedded options (reporteti wiher liabilities) $ — $ (209 ¢ — $ (20.9)
Total liabilities $ — $ (209) % — $ (209
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A reconciliation of the beginning and ending bakmof assets measured at fair value on a recuseisig using Level Il inputs for the
three months ended September 30, 2014 and 2053 ad@ws:

Residential Commercial
Mortgage- Mortgage-
Corporate backed backed Other Debt Equity Long-term
Securities Securities Securities Securities Securities Receivable Total

Three Months Ended September 30, 2014:
Beginning balance at July 1, 2014 $ 150« $ — 3 3€ % 17¢  $ 431 % 322 $ 2471
Total gains (losses):

Recognized in net income (0.§) — — — — (32.2) (33.0
Recognized in accumulated other comprehens
income (0.5) — — 0.1 0.1 — (0.9)
Purchases 19.€ — — 3.E 0.1 — 23.2
Sales (20.¢) — — 1.6 (0.2) — (22.5)
Settlements 3.0 — (0.2) — — — (3.9
Transfers into Level lll 0.€ — — — — — 0.€
Transfers out of Level Ill — — — (113 — — (11.3)
Ending balance at September 30, 2014 $ 1458  $ — $ 34 % 87 $ 43z $ — $ 200t

Change in unrealized losses included in net income
related to assets still held for the three months

ended September 30, 2014 $ (35 s — 3 — 8 —  $ — 3 — 3 (3.5)
Three Months Ended September 30, 2013:
Beginning balance at July 1, 2013 $ 1392 $ 12€6 $ — 3 54 $ 358 % — $ 193«
Total gains (losses):

Recognized in net income (14.9 — — (0.3 — — (15.0

Recognized in accumulated other comprehens

income 4.¢ — — 0.1 (2.9) — 2.€

Purchases 6.4 — — — 3.7 — 10.1
Sales (1.€) — — — — — (1.€)
Settlements 2.7 — (2.9) (0.9 — — (5.9)
Transfers into Level IlI 3.C — 12.€ 9.8 — — 25.4
Transfers out of Level Ill — (12.¢) — (0.3 — — (12.9
Ending balance at September 30, 2013 $ 134: $ — S 10 % 147 3% 371 % — $ 196

Change in unrealized losses included in net income
related to assets still held for the three months
ended September 30, 2013 $ (149 s —  $ — 3% (01 $ — % —  $ (15.0
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A reconciliation of the beginning and ending baksof assets measured at fair value on a recusesig using Level Il inputs for thene
months ended September 30, 2014 and 2013 is asvioll

Residential Commercial
Mortgage- Mortgage-
Corporate backed backed Other Debt Equity Long-term
Securities Securities Securities Securities Securities Receivable Total

Nine Months Ended September 30, 2014:
Beginning balance at January 1, 2014 $ 1152  $ — 3 6. $ 14¢ $ 412 $ —  $ 177¢

Total gains (losses):

Recognized in net income (7.1) — — — (0.79) — (7.9
Recognized in accumulated other comprehens
income 12.2 — — 0.4 14 — 14.C
Purchases 40.5 — 3.€ 6.5 10.€ — 61.£
Sales (27.0 — — 1.6 9.7 — (38.9)
Settlements (6.€) — (3.6) (0.9 — — (10.5)
Transfers into Level lll 24.¢ — — — — — 24.¢
Transfers out of Level llI (6.5 — 3.0 (11 — — (20.7)
Ending balance at September 30, 2014 $ 1458  $ — $ 34 % 87 $ 43z $ — $ 200t

Change in unrealized losses included in net income
related to assets still held for the nine months

ended September 30, 2014 $ 117 $ —  $ — 3 —  $ 079 $ —  $ (119
Nine Months Ended September 30, 2013:
Beginning balance at January 1, 2013 $ 1211 $ 432 % — 3 3¢ 3 26z $ — $ 155t
Total gains (losses):

Recognized in net income (16.0 — — (0.3 (2.0 — (17.))

Recognized in accumulated other comprehens

income 1.8 — — 0.4 4.€ — 7.C

Purchases 455 — — 1.€ 9.€ — 56.5
Sales (1.€) — — — (2.5) — (4.2)
Settlements (12.¢) (1.9 (2.9) (0.6 — — 17.9)
Transfers into Level IlI 3.C 13.1 12.€ 9.8 — — 38.E
Transfers out of Level Ill (6.7) (15.5) — (0.3 — — (22.5)
Ending balance at September 30, 2013 $ 134: $ — S 10 % 147 3% 371 % — $ 196

Change in unrealized losses included in net income

related to assets still held for the nine months
ended September 30, 2013 $ (165 $ — % — 3 (01 % B30 $ — $ (199

Transfers between levels, if any, are recorded #sedbeginning of the reporting period. There weoanaterial transfers between levels
during the three and nine months ended Septemh&03@ or 2013 .

There were no material assets or liabilities mesbat fair value on a nonrecurring basis duringiinee and nine months ended
September 30, 2014 or 2013 .

Our valuation policy is determined by members aftoeasury and accounting departments. Wheneveitgesour policy is to obtain
guoted market prices in active markets to estirfatesalues for recognition and disclosure purpo¥eékere quoted market prices in active
markets are not available, fair values are estichasing discounted cash flow analyses, broker gumt®ther valuation techniques. These
techniques are significantly affected by our asdionp, including discount rates and estimates tfreicash flows. Potential taxes and other
transaction costs are not considered in estimégiingalues. Our valuation policy is generally totain only one quoted price for each security
from third party
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pricing services, which are derived through regergported trades for identical or similar secedtmaking adjustments through the reporting
date based upon available market observable intismaNhen broker quotes are used, we generallgiolainly one broker quote per security.
As we are responsible for the determination of faiue, we perform monthly analysis on the prieezived from third parties to determine
whether the prices are reasonable estimates ofdhie. This analysis is performed by our intetnedsury personnel who are familiar with our
investment portfolios, the third party pricing sees engaged and the valuation techniques andsimisatd. Our analysis includes a review of
month-to-month price fluctuations. If unusual fluations are noted in this review, we may obtaintamthl information from other pricing
services to validate the quoted price. There weradjustments to quoted market prices obtained fhord party pricing services during the
three and nine months ended September 30, 201@1Gr.2

In addition to the preceding disclosures on agserded at fair value in the consolidated balatm®ets, FASB guidance also requires the
disclosure of fair values for certain other finaénstruments for which it is practicable to estimfair value, whether or not such values are
recognized in the consolidated balance sheets.

Non-financial instruments such as real estate,gntg@mnd equipment, other current assets, def@émmne taxes, intangible assets and
certain financial instruments, such as policy litibs, are excluded from the fair value disclosurherefore, the fair value amounts cannot be
aggregated to determine our underlying economigeval

The carrying amounts reported in the consolidatddrite sheets for cash, accrued investment inqomaium and self-funded
receivables, other receivables, unearned inconteuats payable and accrued expenses, income eoeisable/payable, security trades
pending payable, securities lending payable ant@icenther current liabilities approximate fair walbecause of the short term nature of these
items. These assets and liabilities are not lisietle table below.

The following methods, assumptions and inputs wsesl to estimate the fair value of each classafiitial instrument that is recorded at
its carrying value on the consolidated balancetshee

Other invested assets, long-ter@ther invested assets, long-term include primanir investments in limited partnerships, joinhitees
and other non-controlled corporations, as welhascash surrender value of corporate-owned liferarsce policies. Investments in limited
partnerships, joint ventures and other non-corgdodlorporations are carried at our share in thiéesitundistributed earnings, which
approximates fair value. The carrying value of cogbe-owned life insurance policies representsésh surrender value as reported by the
respective insurer, which approximates fair value.

Short-term borrowings The fair value of our short-term borrowings iséd on quoted market prices for the same or simdat, or, if no
guoted market prices were available, on the cumerket interest rates available to us for delsimilar terms and remaining maturities.

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

Long-term debt — notesThe fair values of our notes are based on quoigdket prices in active markets for the same oilairdebt, or, if
no quoted market prices are available, on the numarket observable rates estimated to be avaitahlis for debt of similar terms and
remaining maturities.

Long-term debt — convertible debenturd$e fair value of our convertible debenturesasdad on the quoted market price in the active
private market in which the convertible debenturade.
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A summary of the estimated fair values by levedach class of financial instrument that is recorakeits carrying value on our
consolidated balance sheets at September 30, 2@lBecember 31, 2013 are as follows:

Estimated Fair Value

Carrying
Value Level | Level Il Level Il Total
September 30, 2014:
Assets:
Other invested assets, long-term $ 1,691.¢ $ — 3 — $ 1691.¢ $ 1,691
Liabilities:
Debt:
Short-term borrowings 100.C — 100.C — 100.(
Commercial paper 425.¢ — 425.¢ — 425.¢
Notes 13,765.. — 14,396.: — 14,396.:
Convertible debentures 972.c — 2,470.: — 2,470.:
December 31, 2013:
Assets:
Other invested assets, long-term $ 1,542¢ $ — % — $ 1542¢ $ 1,542«
Liabilities:
Debt:
Short-term borrowings 400.( — 400.( — 400.(
Commercial paper 379.2 — 379.2 — 379.2
Notes 12,746. — 13,014.. — 13,014..
Convertible debentures 966.( — 2,030.¢ — 2,030.¢

6. Income Taxe:

During the three months ended September 30, 20d2@h3 , we recognized income tax expense of $4&6d35225.9 , respectively,
which represents effective tax rates of 42.0% &nd% , respectively. The increase in income taxeagp was primarily due to the non-tax
deductible HIP Fee effective for 2014, increasexbine before income taxes and a favorable 2013l¢axi@n made subsequent to the
Amerigroup acquisition. The increase in the effectax rate was primarily due to the non-tax deibletHIP fee and the favorable 2013 tax
election made subsequent to the Amerigroup acepnsit

During the nine months ended September 30, 201£2@h8 , we recognized income tax expense of $164271d $1,044.9 , respectively,
which represents effective tax rates of 41.0% an@% , respectively. The increase in income taxeagp was primarily due to the non-tax
deductible HIP Fee effective for 2014 and increasedme before income taxes. The 2013 expenseféaxtiee tax rate were lower because
they include benefits resulting from a favorabbe ébection made subsequent to the Amerigroup aitguisand from inclusion of Amerigroup
in our state apportionment factors calculation,cifproduces a lower state tax expense. The inchedlse effective tax rate for 2014 was
primarily due to the non-tax deductible HIP fee.
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7. Retirement Benefits

The components of net periodic (credit) benefit @@sluded in the consolidated statements of incéon¢he three months ended
September 30, 2014 and 2013 are as follows:

Pension Benefits Other Benefits
2014 2013 2014 2013
Service cost $ 32 $ 3t $ 0.8 $ 1.€
Interest cost 18.5 17.2 6.€ 5.€
Expected return on assets (34.9) (33.2 (5.8 (5.5
Recognized actuarial loss 5.3 6.1 2.3 2.8
Settlement loss 1.3 2.€ — —
Amortization of prior service credit (0.2 (0.2 (3.6) 3.3
Net periodic (credit) benefit cost $ 6.9 $ 4.0 % 03 $ 1.2

The components of net periodic (credit) benefit @@sluded in the consolidated statements of incéon¢henine months ended Septem
30, 2014 and 2013 are as follows:

Pension Benefits Other Benefits
2014 2013 2014 2013
Service cost $ 9.7 $ 10.¢ $ 24 % 5.C
Interest cost 55.5 50.€ 19.7 16.¢
Expected return on assets (103.)) (99.9) (17.5) (16.5)
Recognized actuarial loss 15.¢ 23.2 7.C 8.4
Settlement loss 3.8 9.7 — —
Amortization of prior service credit (0.6) (0.6) (10.9) (20.0
Net periodic (credit) benefit cost $ (18.9 $ (6.1) $ 0.8 $ 3.7

For the year ending December 31, 2014 , no mateoiatibutions are expected to be necessary to theéEmployee Retirement Income
Security Act, or ERISA, required funding levelsyever, we may elect to make discretionary contiiimg up to the maximum amount
deductible for income tax purposes. No contribigiarere made to our retirement benefit plans dutiegnine months ended September 30,
2014 . Contributions of $34.8 were made to oureatent benefit plans during the three and nine hwanded September 30, 2013 .

-19 -




8. Debt
The carrying value of long-term debt at Septeml@®2814 and December 31, 2013 consists of theviolig:

September 30, December 31,

2014 2013
Senior unsecured notes:

5.000%, due 2014 $ — % 518.(

1.250%, due 2015 625.( 624.¢

5.250%, due 2016 — 1,109.¢

2.375%, due 2017 399.: 399.¢

5.875%, due 2017 527.¢ 545.1

1.875%, due 2018 612. 614.t

2.300%, due 2018 647.¢ 647.k

2.250%, due 2019 848.1 —

7.000%, due 2019 441.¢ 452.¢

4.350%, due 2020 692.t 688.¢

3.700%, due 2021 699.¢ 699.¢

3.125%, due 2022 846.€ 846.%

3.300%, due 2023 997.1 996.¢

3.500%, due 2024 796.( —

5.950%, due 2034 4472 4472

5.850%, due 2036 771.¢ 775.¢€

6.375%, due 2037 644.1 651.

5.800%, due 2040 208.: 216.2

4.625%, due 2042 893.¢ 893.¢

4.650%, due 2043 9944 994.4

4.650%, due 2044 798.: —

5.100%, due 2044 599.2 599.1

4.850%, due 2054 249.¢ —
Senior convertible debentures:

2.750%, due 2042 972.% 966.(
Surplus notes:

9.000%, due 2027 24.¢ 24.¢
Variable rate debt:

Commercial paper program 425.¢ 379.2
Total long-term debt 15,163.: 14,091.(
Current portion of long-term debt (625.0) (518.0
Long-term debt, less current portion $ 14538. $ 13,573.

On September 15, 2014, we redeemed the $500.@Gndisg principal balance of our 5.000% senior unsst notes due 2014, plus
applicable premium for early redemption and accramd unpaid interest to the redemption date, feh tataling $512.3 . We recognized a los:
on extinguishment of debt of $2.3 for the redemptibthese notes.
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On September 11, 2014, we redeemed the $1,09%tnding principal balance of our 5.250% senioeansed notes due 2016, plus
applicable premium for early redemption and accramd unpaid interest to the redemption date, feh ¢tataling $1,178.2 . We recognized a
loss on extinguishment of debt of $67.6 for theeragdtion of these notes.

Additionally, during the three and nine months eh8eptember 30, 2014 , we repurchased $11.3 and $Bspectively, of outstanding
principal amount of certain other senior unsecurat@s, plus applicable premium for early redempgilus accrued and unpaid interest, for
cash totaling $13.6 and $59.1 , respectively. Wegrized a loss on extinguishment of debt of $4®%10.9 , respectively, for the three and
nine months ended September 30, 2014 for the repsecof these notes.

On August 12, 2014, we issued $850.0 of 2.250%sndte 2019, $800.0 of 3.500% notes due 2024, $&0CLB50%notes due 2044, ar
$250.0 of 4.850% notes due 2054 under our sheitragion statement. We used the proceeds fronoffésing in part to fund the purchase
price of the 5.000% and 5.250% senior unsecuregsmtiscussed above, and the remaining net proeeedeing used for general corporate
purposes. Interest on the notes is payable semiadlygrin arrears on February 15 and August 15 ohgeaar, commencing on February 15,
2015. The notes have a call feature that allowts uspurchase the notes at any time at our optidnegput feature that allows a note holder to
require us to repurchase the notes upon the ocmem@f both a change in control event and a dovdeged the notes below an investment g
rating.

We have an unsecured surplus note with an outstgntincipal balance of $24.9 at September 30, 2014

We have a senior revolving credit facility, or fhacility, with certain lenders for general corperptirposes. The Facility, as amended,
provides credit up to $2,000.0 , and matures oniedelper 29, 2016 . There were no amounts outstandidgr this Facility as ddeptember 3(
2014 or at any time during the three and nine nstithn ended.

We have an authorized commercial paper progranp o6 $2,500.0 , the proceeds of which may be useddneral corporate purposes. At
September 30, 2014 , we had $425.8 outstanding thideprogram.

We have outstanding senior convertible debentuwes2042, or the Debentures, which are governedbydenture between us and The
Bank of New York Mellon Trust Company, N.A., asdiee. We have accounted for the Debentures in @acoe with the cash conversion
guidance in FASB guidance for debt with conversiad other options. As a result, the value of theedided conversion option has been
bifurcated from its debt host and recorded as apoorent of “additional paid-in capital” (net of defed taxes and equity issuance costs) in oul
consolidated balance sheets. The following tabhensarizes at September 30, 2Gthé related balances, conversion rate and convepsioe 0
the Debentures:

Outstanding principal amount $ 1,500.(
Unamortized debt discount 527.i
Net debt carrying amount 972.:
Equity component carrying amount 543.¢
Conversion rate (shares of common stock per $100@@ncipal amount) 13.348¢
Effective conversion price (per $1,000 of principaiount) 74.911

We have $100.0 in outstanding short-term borrowings various Federal Home Loan Banks at Septerd@e2014 with fixed interest
rates of 0.200% .

9. Commitments and Contingencie
Litigation

In the ordinary course of business, we are defesdanor parties to, a number of pending or theeatl legal actions or proceedings. Tc
extent a plaintiff or plaintiffs in the followingases have specified in their complaint or in otlwaurt filings the amount of damages being
sought, we have noted those alleged damages teswiptions below. With respect to the cases destibelow, we contest liability and/or 1
amount of damages in each matter and believe we im&vitorious defenses.
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We are defending a certified class action fileé assult of the 2001 demutualization of Anthem rasge Companies, Inc., or AICI. The
lawsuit names AICI as well as Anthem, Inc., or Aeth n/k/a WellPoint, Inc., and is captioriednald Gold, et al. v. Anthem, Inc. etAICI's
2001 Plan of Conversion, or the Plan, providedterconversion of AICI from a mutual insurance camypinto a stock insurance company
pursuant to Indiana law. Under the Plan, AICI dlistred the fair value of the company at the timearfversion to its Eligible Statutory
Members, or ESMs, in the form of cash or Anthem cam stock in exchange for their membership interesthe mutual company. Plaintiffs
in Gold allege that AICI distributed value to the wrong ESNCross motions for summary judgment were graimgart and denied in part on
July 26, 2006 with regard to the issue of sover@gmunity asserted by co-defendant, the state ef€cticut, or the State. The trial court also
denied our motion for summary judgment as to piniclaims on January 10, 2005. The State appktde denial of its motion to the
Connecticut Supreme Court. We filed a cross-appedhe sovereign immunity issue. On May 11, 20668,Gourt reversed the judgment of the
trial court denying the State’s motion to dismiss plaintiff's claims under sovereign immunity agidmissed our cross-appeal. The case was
remanded to the trial court for further proceedirigjaintiffs’ motion for class certification wasagited on December 15, 2011. We and the
plaintiffs filed renewed cross-motions for summarggment on January 24, 2013. On August 19, 201S8trtal court denied plaintiffs’ motion
for summary judgment. The trial court deferredralfiruling on our motion for summary judgment. Oargh 6, 2014, the trial court denied «
motion for summary judgment finding that an isstienaterial fact existed. A trial on liability commeed on October 14, 2014 and concluded
on October 16, 2014. The matter was taken undaseaahent by the Court, which has requested podthtriefing. We expect the Court to issue
its decision on liability sometime in 2015. We imieto vigorously defend th@old lawsuit; however, its ultimate outcome cannot kespntly
determined.

We are currently a defendant in eleven putativescictions relating to out-ofetwork, or OON, reimbursement that were consatidanto
a single multi-district lawsuit callelsh re WellPoint, Inc. Out-of-Network “UCR” Ratestigation that is pending in the United States District
Court for the Central District of California. Thawsuits were filed in 2009. The plaintiffs includarrent and former members on behalf of a
putative class of members who received OON senfaeshich the defendants paid less than billedgbs, the American Medical
Association, four state medical associations, O@sjeians, OON non-physician providers, the AmeariPadiatric Medical Association,
California Chiropractic Association and the Califiar Psychological Association on behalf of putatilasses of OON physicians and all OON
non-physician health care providers. The plaintiffise filed several amended complaints allegingttteadefendants violated the Racketeer
Influenced and Corrupt Organizations Act, or RIG@& Sherman Antitrust Act, ERISA, federal regulasipand state law by using an OON
reimbursement database called Ingenix and by usingingenix OON reimbursement methodologies. WeeH#é®d motions to dismiss in
response to each of those amended complaints. Gtiwma to dismiss have been granted in part angbdén part by the court. The most rec
pleading filed by the plaintiffs is a Fourth Amexdd@omplaint to which we filed a motion to dismisest) but not all, of the claims. In
July 2013 the court issued an order granting ih @ad denying in part our motion. The court helat tihe state and federal anti-trust claims
along with the RICO claims should be dismisseda@irtentirety with prejudice. The court further falthat the ERISA claims, to the extent
they involved non-Ingenix methodologies, along withse that involved our alleged non-disclosureasikhbe dismissed with prejudice. The
court also dismissed most of the plaintiffs’ stiate claims with prejudice. The only claims that @mafter the court’s decision are an ERISA
benefits claim relating to claims priced basedmgehix, a breach of contract claim on behalf of sulescriber plaintiff, a breach of implied
covenant claim on behalf of one subscriber pldirdiid one subscriber plaintiff's claim under thaidrnia Unfair Competition Law. The
plaintiffs filed a motion for reconsideration ofetimotion to dismiss order, which the court grantepart and denied in part. The court ruled
that the plaintiffs adequately allege that one @eoprovider plaintiff is deemed to have exhausténhinistrative remedies regarding non-
Ingenix methodologies based on the facts alleggdrding that plaintiff so those claims are backhim case. Fact discovery is complete. The
plaintiffs filed a motion for class certification November 2013. The plaintiffs seek to certify thbowing classes: (1) a subscriber ERISA
class as to OON claims processed using the Inglaiabase as the pricing methodology; (2) a physigiavider class as to OON claims
processed using Ingenix; (3) a non-physician pravaiass as to OON claims processed using Ingéhlixg provider ERISA class as to OON
claims processed using non-Ingenix pricing methagiels; (5) a California subscriber breach of cartuenfair competition class; and (6) a
subscriber breach of implied covenant class fonadlIPoint states except California. We deposedfalhe plaintiffs’class certification exper
In March 2014, we filed a response in oppositiool&ss certification, along with a supporting expeport, and motions to exclude the
plaintiffs’ class certification experts. In Septeent2014, the court denied the plaintiffs’ motiom &ass certification in its entirety and denied
our motion to exclude the plaintiffs’ class cediftion experts as moot. Some of the plaintiffdfidepetition with the Ninth Circuit Court of
Appeals seeking an interlocutory appeal of theridistourt’s order denying class certification, Vehdther plaintiffs filed a motion requesting
the district court remand the individual caseshdistrict court in which they originated. We oppd that motion insofar as the consolidated
pre-trial proceedings have yet to conclude. Aadust conference in September 2014, the court atdbesparties to propose a scheduling orde
for filing motions for
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summary judgment. Earlier in the case, in 2009filwd a motion in the United States District Coiatt the Southern District of Florida, or the
Florida Court, to enjoin the claims brought by gig/sician plaintiffs and certain medical assocratitaintiffs based on prior litigation releases,
which was granted in 2011. The Florida Court ordeéh®se plaintiffs to dismiss their claims that begred by the release. The plaintiffs then
filed a petition for declaratory judgment asking ttourt to find that these claims are not barrethbyreleases from the prior litigation. We fi

a motion to dismiss the declaratory judgment agtidmnich was granted. The plaintiffs appealed ttsenisal of the declaratory judgment to the
United States Court of Appeals for the Eleventtedir but the dismissal was upheld. The enjoinegsfiians and some of the medical
associations did not dismiss their barred clainie Florida Court found those enjoined plaintiffcontempt and sanctioned them in July 2(
Those plaintiffs are paying the sanctions and feppealed the Florida Court’s sanctions order tdthiged States Court of Appeals for the
Eleventh Circuit. Oral argument on that appeal aexlin October 2013 and the Eleventh Circuit igsitedecision in June 2014. The Eleve
Circuit upheld the Florida Court’s injunction ofetplaintiffs’ antitrust and RICO claims, but vaahtbe injunction as to the ERISA claims
based on the denial or underpayment of benefitaraog after the effective date of the earlier asles. Based on this decision, the Florida (
vacated the sanctions. We intend to vigorouslymtkfbese suits; however, their ultimate outcomanoctihe presently determined.

We are a defendant in multiple lawsuits that waitaily filed in 2012 against the BCBSA as wellBlsie Cross and/or Blue Shield
licensees across the country. The cases were adaial into a single multi-district lawsuit calledre Blue Cross Blue Shield Antitrust
Litigation that is pending in the United States District Cdartthe Northern District of Alabama. Generallgetsuits allege that the BCBSA
and the Blue plans have engaged in a conspiraagrieontally allocate geographic markets througbkrise agreements and other arrangemer
in violation of the Sherman Antitrust Act and reldtstate laws. The cases were brought by two patatitionwide classes of plaintiffs, health
plan subscribers and providers. Subscriber andgeoyplaintiffs each filed consolidated amended plaimts on July 1, 2013. The consolidatec
amended subscriber complaint was also brought balbef putative state classes of health plan sitsis in Alabama, Arkansas, California,
Florida, Hawaii, lllinois, Louisiana, Michigan, Missippi, Missouri, New Hampshire, North CaroliRennsylvania, Rhode Island, South
Carolina, Tennessee, and Texas. Defendants filatbnsato dismiss in September 2013, which were ediga April 2014. In June 2014, the
court denied the majority of the motions, rulingttplaintiffs had alleged sufficient facts at thfage of the litigation to avoid dismissal of their
claims. In August 2014, subscriber plaintiffs filad amended consolidated complaint. We intendgoreusly defend these suits; however,
their ultimate outcome cannot be presently detegchin

Where available information indicates that it islpaible that a loss has been incurred as of theodithe consolidated financial statements
and we can reasonably estimate the amount ofdkat We accrue the estimated loss by a chargedmi&. In many proceedings, however, it is
difficult to determine whether any loss is probatteeasonably possible. In addition, even whess ls 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 optissible losses, or the range of

possible losses in excess of the amount, if argruad, for various reasons, including but not ledito some or all of the following: (i) there
novel or unsettled legal issues presented, (iiptioeeedings are in early stages, (iii) there isentainty as to the likelihood of a class being
certified or decertified or the ultimate size acde of the class, (iv) there is uncertainty athé&outcome of pending appeals or motions,
(v) there are significant factual issues to be Ikesh and/or (vi) in many cases, the plaintiffs @aot specified damages in their complaint or ir
court filings. For those legal proceedings whelasa is probable, or reasonably possible, and fochwit is possible to reasonably estimate the
amount of the possible loss or range of losses;umently believe that the range of possible losisesxcess of established reserves, for all of
those proceedings is from $0.0 to approximately0$2%at September 30, 2014 . This estimated aggregage of reasonably possible losses i
based upon currently available information takimigp iaccount our best estimate of such losses fatwduch an estimate can be made.

Other Contingencies

From time to time, we and certain of our subsi@is@re parties to various legal proceedings, mamhizh involve claims for coverage
encountered in the ordinary course of business.lM&HMOs and health insurers generally, excludeain health care and other services 1
coverage under our HMO, PPO and other plans. Weratiee ordinary course of business, subject ¢éocthims of our enrollees arising out of
decisions to restrict or deny reimbursement forowaced services. The loss of even one such cléibrgsults in a significant punitive damage
award, could have a material adverse
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effect on us. In addition, the risk of potentialility under punitive damage theories may incresageificantly the difficulty of obtaining
reasonable settlements of coverage claims.

In addition to the lawsuits described above, weadse involved in other pending and threatenegdditon of the character incidental to our
business, and are from time to time involved aartypn various governmental investigations, aydiasiews and administrative proceedings.
These investigations, audits, reviews and admatist proceedings include routine and special inegsiby state insurance departments, state
attorneys general, the U.S. Attorney General abd@umittees of the U.S. Congress. Such investigatiaudits, reviews and administrative
proceedings could result in the imposition of coiilcriminal fines, penalties, other sanctions additional rules, regulations or other
restrictions on our business operations. Any ligbihat may result from any one of these actiamsp the aggregate, could have a material
adverse effect on our consolidated financial positr results of operations.

The National Organization of Life & Health Insur@nGuaranty Associations, or NOLHGA, is a voluntarganization consisting of the
state life and health insurance guaranty assoomtmcated throughout the U.S. State life and heaturance guaranty associations, working
together with NOLHGA, provide a safety net for th&tiate’s policyholders, ensuring that they corditmreceive coverage, subject to state
maximum limits, even if their insurer is declaredalvent. We are aware that the Pennsylvania Inser&ommissioner, or Insurance
Commissioner, has placed Penn Treaty Network Aradrisurance Company and its subsidiary Americanvbiét Insurance Company, or
collectively Penn Treaty, in rehabilitation, anemhediate action before insolvency. The state atemted the Insurance Commissioner’s
petition for the liquidation of Penn Treaty andemred the Insurance Commissioner to file an updplea of rehabilitation. An initial plan was
filed on April 30, 2013. The Insurance Commissiofiled an amended plan on August 8, 2014 and argkamended plan on October 8, 2014.
The state court is expected to set a schedulerfotiee and comment period and order a hearingp@sécond amended plan but has not done
so yet. The Insurance Commissioner has filed addatf Appeal asking the Pennsylvania Supreme QGoudverse the order denying the
liquidation petition. The Supreme Court held orguanent on the appeal on September 10, 2014. lavibet rehabilitation of Penn Treaty is
unsuccessful and Penn Treaty is declared insobv@ahplaced in liquidation, we and other insurery imarequired to pay a portion of their
policyholder claims through state guaranty assmriaissessments in future periods. Given the usiogytaround whether Penn Treaty will
ultimately be declared insolvent and, if so, theoant of the insolvency, the amount and timing of associated future guaranty fund
assessments and the availability and amount opatgntial premium tax and other offsets, we cutyetdnnot estimate our net exposure, if
any, to this potential insolvency. We will continteemonitor the situation and may record a liapitind expense in future reporting periods,
which could be material to our cash flows and rssofl operations.

Contractual Obligations and Commitments

We are a party to an agreement with Express Sciipts or Express Scripts, to provide pharmacyefiemanagement, or PBM, services
for our plans, excluding Amerigroup and certairf-ggured members, which have exclusive agreemetitsdifferent PBM services provide!
provided however that Amerigroup will be transitiog to the Express Scripts agreement during 20842845. The initial term of this
agreement expires on December 31, 2019. Undeagineement, Express Scripts is the exclusive prowftieertain specified PBM services,
such as pharmacy network management, home delipbaymacy customer service, claims processingteebhanagement, drug utilization a
specialty pharmaceutical management services. Aoagly, the agreement contains certain financial aperational requirements obligating
both Express Scripts and us. Express Scripts’ pyirobligations relate to the performance of sualvises and meeting certain pricing
guarantees and performance standards. Our prindigations relate to oversight, provision of dgtayment for services and certain minimum
volume requirements. The failure by either partyneet the respective requirements could potentsgfye as a basis for financial penalties or
early termination of the contract. We believe weéhappropriately recognized all rights and obligasi under this contract at September 30,
2014 .

During the first quarter of 2010, we entered imocagreement with International Business Machinep@ation to provide information
technology infrastructure services. This agreemsaperseded certain prior agreements and also eslpibvisions for additional services. Our
remaining commitment under this agreement at Sdpe30, 2014 was $107.4 through March 31, 2015 hee the ability to terminate this
agreement upon the occurrence of certain everttfecuto early termination fees.

On March 31, 2009 , we entered into an agreemehtAiffiliated Computer Services, Inc. to providetegn print and mailroom services
that were previously performed in-house. Our reimgicommitment under this agreement at Septemhe2@0 was $94.3 through March 31,
2016 . We have the ability to terminate this agreenupon the occurrence of certain events, subjegarly termination fees.
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10. Capital Stock
Use of Capital — Dividends and Stock Repurchase dreon

We regularly review the appropriate use of capitedluding common stock and debt security repurebad dividends to shareholders.
The declaration and payment of any dividends onmgpases of our common stock or debt are at thoeedisn of our Board of Directors and
depend upon our financial condition, results ofrafiens, future liquidity needs, regulatory andit@pequirements and other factors deemed
relevant by our Board of Directors.

A summary of the cash dividend activity for theenmonths ended September 30, 2014 and 2013 id@as<p

oo
Declaration Date Record Date Payment Date per Share Total
Nine Months Ended September 30, 2014
January 28, 2014 March 10, 2014 March 25, 2014 $0.4375 $123.4
April 29, 2014 June 10, 2014 June 25, 2014 $0.4375 $120.5
July 29, 2014 September 10, 2014 September 25, 2014 $0.4375 $119.2
Nine Months Ended September 30, 2013
February 20, 2013 March 8, 2013 March 25, 2013 $0.3750 $113.4
May 15, 2013 June 10, 2013 June 25, 2013 $0.3750 $112.7
July 23, 2013 September 10, 2013 September 25, 2013 $0.3750 $111.4

Under our Board of Directors’ authorization, we ntain a common stock repurchase program. On Oc@#014, the Board of Directors
authorized a $5,000.0 increase to the common sagkchase program. Repurchases may be made frantditime at prevailing market
prices, subject to certain restrictions on volupréging and timing. The repurchases are effectechftiime to time in the open market, through
negotiated transactions, including acceleratedestegrurchase agreements, and through plans desigeedply with Rule 10b5-1 under the
Securities Exchange Act of 1934, as amended. @uk sepurchase program is discretionary as we raderuno obligation to repurchase sha
We repurchase shares under the program when weeéliis a prudent use of capital. The excessafasie repurchased shares over par valu
is charged on a pro rata basis to additional paichpital and retained earnings.

A summary of common stock repurchases for the gebictober 1, 2014 through October 15, 2014 (suls#do September 30, 2014 )
and for the nine months ended September 30, 201 2@13 is as follows:

Nine Months Ended

Oct(_)l_t;]er(r) L}éﬁom September 30

October 15, 2014 2014 2013
Shares repurchased 0.€ 27.€ 15.€
Average price per share $ 119.6¢ % 96.2( $ 74.8¢
Aggregate cost $ 75.¢ $ 2,655.6 $ 1,170.c
Authorization remaining at the end of each period $ 5,958.¢ $ 1,034.¢ % 4,166.

Under the common stock repurchase program autttbbigeur Board of Directors, on February 4, 2014 ,emtered into an accelerated
share repurchase agreement with a counterpartyagieement provided for the repurchase of a nuwibeur shares, equal to $600.0 , as
determined by the volume weighted-average pricguoshares during the term of the agreement. IcMao14, we repurchased 6.6 shares
under the agreement. The shares repurchased inedaegteement are included in the amount disclosedeaas shares repurchased during the
nine months ended September 30, 2014 .

For additional information regarding the use ofitagor debt security repurchases, see Note 8ptDe
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Stock Incentive Plars

A summary of stock option activity for the nine niosended September 30, 2014 is as follows:

Weighted-
Weighted- Average
Average Remaining Aggregate
Number of Option Price Contractual Intrinsic
Shares per Share Life (Years) Value
Outstanding at January 1, 2014 10.C $ 65.3¢
Granted 1.8 90.31
Exercised (3.9 67.2¢
Forfeited or expired (0.9 68.4¢
Outstanding at September 30, 2014 7.7 70.1°F 3.72 $ 382.c
Exercisable at September 30, 2014 5.2 65.9¢ 266 $ 2785

A summary of the status of nonvested restrictedksaativity, including restricted stock units, fible nine months ended September 30,

2014 is as follows:

Weighted-

Average

Restricted Grant Date

Stock Shares Fair Value

and Units per Share
Nonvested at January 1, 2014 42 $ 63.8:
Granted 14 90.3i
Vested (1.7) 64.2(
Forfeited (0.9 68.0¢
Nonvested at September 30, 2014 3.t 73.71

Fair Value

We use a binomial lattice valuation model to estarthe fair value of all stock options granted. Banore detailed discussion of our stock
incentive plan fair value methodology, see Note“Capital Stock,"to our audited consolidated financial statementsf@and for the year end

December 31, 2013 included in our 2013 Annual Repoirorm 10-K.

The following weighted-average assumptions werel tis@stimate the fair values of options grantednduthe nine months ended

September 30, 2014 and 2013 :

2014 2013
Risk-free interest rate 2.1€% 1.25%
Volatility factor 35.0(% 35.0(%
Quarterly dividend yield 0.5(% 0.6(%
Weighted-average expected life (years) 3.7t 4.0C

The following weighted-average fair values wereed®sined for the nine months ended September 30} 26d 2013 :

2014 2013
Options granted during the period $ 22.4C $ 14.6(
Restricted stock awards granted during the period 90.3i 62.6¢
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11. Accumulated Other Comprehensive Incom

A reconciliation of the components of accumulatdteocomprehensive income at September 30, 2012@H8lis as follows:

2014 2013

Investments:

Gross unrealized gains $ 1,140.: $ 1,003.(

Gross unrealized losses (134.¢ (276.%)

Net pre-tax unrealized gains 1,005.¢ 726.5

Deferred tax liability (345.0 (249.9)
Net unrealized gains on investments 660.¢ 476.¢
Non-credit components of other-than-temporary impants on investments:

Unrealized losses (5.9 (0.9

Deferred tax asset 2.1 0.3
Net unrealized non-credit component of other-tremgorary impairments on investments (3.9 (0.6)
Cash flow hedges:

Gross unrealized losses (56.5) (50.9

Deferred tax asset 19.¢ 17.¢
Net unrealized losses on cash flow hedges (36.7) (33.0
Defined benefit pension plans:

Deferred net actuarial loss (424.7) (654.0

Deferred prior service credits 18.¢ 3.3

Deferred tax asset 162.: 256.4
Net unrecognized periodic benefit costs for defihedefit pension plans (243.0 (394.9)
Postretirement benefit plans:

Deferred net actuarial loss (150.0 (182.%)

Deferred prior service credits 79.C 93.2

Deferred tax asset 28.4 35.2
Net unrecognized periodic benefit costs for posaetent benefit plans (42.¢) (54.9)
Foreign currency translation adjustments:

Gross unrealized (losses) gains (2.3 1.3

Deferred tax asset (liability) 0.7 (0.5)
Net unrealized (losses) gains on foreign curreraysation adjustments (1.9 0.8
Accumulated other comprehensive income (loss) $ 333.1 $ (4.8
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Other comprehensive income (loss) reclassificadidjustments for the three months ended Septembh@03@ and 2013 are as follows

2014 2013
Investments:
Net holding loss on investment securities arisingrdy the period, net of tax benefit of $85.1 and
$9.4, respectively $ (141.0 $ (15.0
Reclassification adjustment for net realized gainmvestment securities, net of tax expense of{$.
and ($16.9), respectively 7.7 31.2
Total reclassification adjustment on investments (133.9 16.c
Non-credit component of other-than-temporary impaints on investments:
Non-credit component of other-than-temporary impaints on investments, net of tax benefit of $1.8
and $0.3, respectively (3.9 (0.6)
Cash flow hedges:
Holding (loss) gain, net of tax benefit (expensde$&2 and ($0.4), respectively (5.9 0.7
Other:
Net change in unrecognized periodic benefit castsléfined benefit pension and postretirement
benefit plans, net of tax expense of ($2.0) and2($3espectively 3.C 4.8
Foreign currency translation adjustment, net ofttamefit (expense) of $1.3 and ($0.6), respective (2.9 1.2
Net (loss) gain recognized in other comprehendogs) income, net of tax benefit (expense) of $&ma@
($11.4), respectively $ (1419 % 22.4

Other comprehensive income (loss) reclassificatidjustments for the nine months ended Septemb&(03@, and 2013 are as follows

Investments:

Net holding gain (loss) on investment securitiésiag during the period, net of tax (expense) bignef
of ($43.4) and $213.6, respectively

Reclassification adjustment for net realized gainmvestment securities, net of tax expense of
($34.2) and ($34.0), respectively

Total reclassification adjustment on investments
Non-credit component of other-than-temporary impaints on investments:

Non-credit component of other-than-temporary impaints on investments, net of tax benefit
(expense) of $1.8 and ($0.9), respectively

Cash flow hedges:
Holding (loss) gain, net of tax benefit (expensde$n 4 and ($1.2), respectively
Other:

Net change in unrecognized periodic benefit castsléfined benefit pension and postretirement
benefit plans, net of tax expense of ($6.2) an@ .1 respectively

Foreign currency translation adjustment, net ofttamefit (expense) of $1.4 and ($0.4), respective

Net gain (loss) recognized in other comprehensigeme (loss), net of tax (expense) benefit of (&)78.
and $165.0, respectively

2014 2013

88.1 $ (390.1)
63.5 63.1
151.€ (327.0
(3.9 1.6

(4.4) 2.2

8. 18.€

2.9 0.7
149.¢  $ (303.9
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12. Earnings per Share

The denominator for basic and diluted earningsspare for the three and nine months ended Septe30b2014 and 2013 is as follows:

Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013
Denominator for basic earnings per share — weigatedage shares 273.( 297. 278.1 300.(
Effect of dilutive securities — employee stock ops, nonvested restricted stock
awards and convertible debentures 111 7.1 9.4 4.
Denominator for diluted earnings per share 284.1 304.t 287.k 304.t

During the three months ended September 30, 20d2@1h3 , weighted-average shares related to cesta¢k options of 0.1 and 0.1,
respectively, were excluded from the denominatodfiuted earnings per share because the stoc&raptiere anti-dilutive. During the nine
months ended September 30, 2014 and 2013 , weightadge shares related to certain stock optiofs7adnd 5.6 , respectively, were
excluded from the denominator for diluted earnipgsshare because the stock options were antivilut

During the nine months ended September 30, 20klissued approximately 1.4 restricted stock umtden our stock incentive plans, 0.7
of which vesting is contingent upon us meeting Bi@etannual operating gain targets for 2014 . €betingent restricted stock units have beel
excluded from the denominator for diluted earnipgsshare and will be included only if and whendbatingency is met.

13. Segment Informatior

The results of our operations are described thrakugte reportable segments: Commercial and Spg@&akiness, Government Business
and Other, as further described in Note 20, “Sedrrgarmation,” to our audited consolidated finaal@&tatements as of and for the year ende
December 31, 2013 included in our 2013 Annual Repoform 10-K.

Effective January 1, 2014, our Employer Group MatBcAdvantage members are being reported withimlLGcoup and National
Accounts in our Commercial and Specialty Busineggrent. These members were previously reportedamitiMedicare membership within
our Government Business segment. The Employer Gvtegicare Advantage members are retired membershate selected a Medicare
Advantage product through our Local Group and Nwetid\ccounts.

Financial data by reportable segment for the threknine months ended September 30, 2014 and 8@k3follows (amounts reported for
prior periods have been reclassified to conformuponew segment reporting structure):

Commercial
and Specialty Government
Business Business Other Total

Three Months Ended September 30, 2014:
Operating revenue $ 9,809.. $ 8,655.c. $ 6.z $ 18,370’
Operating gain (loss) 915.7 283.¢ (8.3 1,191.:
Three Months Ended September 30, 2013:
Operating revenue $ 9,833.0 % 7,772.¢ % 12.¢ $ 17,618’
Operating gain (loss) 711.7 294.¢ (5.3 1,001.(
Nine Months Ended September 30, 2014:
Operating revenue $ 29471¢ $ 24,7560 $ 17€ $ 54,245
Operating gain (loss) 2,721. 837.( (25.5) 3,532.¢
Nine Months Ended September 30, 2013:
Operating revenue $ 29,492! $ 23,028 $ 24 $ 52,545’
Operating gain (loss) 2,922.: 678.5 (18.9) 3,582.(

-29 -




A reconciliation of reportable segments operatenenues, a non-GAAP measure, to the amounts dfréatanues included in the
consolidated statements of income for the threenamelmonths ended September 30, 2014 and 2053 ddl@ws:

Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013
Reportable segments operating revenues $ 18370 $ 17,618 $ 54,245! $ 52,545°
Net investment income 174.¢ 167.¢ 546.€ 482.¢
Net realized gains on investments 25.7 95.£ 133.2 166.4
Other-than-temporary impairment losses recogniaéddome (13.¢) (26.2) (35.5) (73.7)
Total revenues $ 18,557.( $ 17,855.! $ 54,889.f $ 53,121.¢

A reconciliation of reportable segments operatiagnga non-GAAP measure, to income from contindpgrations before income tax
expense included in the consolidated statemeritscome for the three and nine months ended Septed®)@014 and 2013 is as follows:

Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013
Reportable segments operating gain $ 1,191 $ 1,001.C $ 3,632.¢ $ 3,582.(
Net investment income 174.¢ 167.€ 546.¢ 482.¢
Net realized gains on investments 25.7 95.2 133.Z 166.4
Other-than-temporary impairment losses recogniaéddome (13.9) (26.2) (35.5) (73.7)
Interest expense (155.9 (151.9) (447.7) (456.9
Amortization of other intangible assets (60.3) (61.9) (168.9) (185.6)
Loss on extinguishment of debt (74.¢) (145.9) (80.9) (145.9
Income from continuing operations before incomeespense $ 1087 $ 879.7 $ 348L( $ 3,370
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ITEM 2. MANAGEMENT’ S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
(In Millions, Except Per Share Data or Otherwisat8t Herein)

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

This MD&A should be read in conjunction with ourdiied consolidated financial statements as of anthie year ended December 31,
2013 and the MD&A included in our 2013 Annual Repor Form 10-K, and our unaudited consolidatedrfoia statements and
accompanying notes as of and for the three andmorehs ended September 30, 2014 included in timA0-Q. Results of operations, cost
of care trends, investment yields and other meadorehe three and nine month periods ended Sdye80, 2014 are not necessarily
indicative of the results and trends that may kqeeted for the full year ending December 31, 2040 see Part I, Item 1A, “Risk Factorsf
our 2013 Annual Report on Form 10-K and Part @mtlA, “Risk Factors” of this Form 10-Q.

Overview

The results of our operations are described throbigte reportable segments: Commercial and Spg&akiness, Government Business
and Other. We regularly evaluate the appropriatenésur reportable segments, particularly in lighbrganizational changes, merger and
acquisition activity and changing laws and regoladi Therefore, these reportable segments may eharlge future. For additional
information about our organization, see the “Ovenwi section of Part Il, Iltem 7, “Management’s Dission and Analysis of Financial
Condition and Results of Operations” included im 2013 Annual Report on Form 10-K.

As a result of ongoing changes to the health oggtem and to focus on our core growth opportundig®ss our Commercial and Speci
Business and Government Business segments, weerineéo definitive agreements in December 2013:toosir 1-800 CONTACTS, Inc., or
1-800 CONTACTS, business and our glasses.com cetatgets. The operating results for 1-800 CONTA@MESeported as discontinued
operations. These results were previously repantigide Commercial and Specialty Business segmetiditidnally, the assets and liabilities of
1-800-CONTACTS are reported as held for sale d3emember 31, 2013 in the consolidated balance siregtided in this Form 10-Q. The
divestitures were completed on January 31, 2014dahdot result in any material difference to thed on disposal from discontinued
operations recorded during the year ended DeceBihe2013. Unless otherwise specified, all finanaiadl membership information, other than
cash flows, disclosed in this MD&A is from contingi operations. In accordance with Financial AccmgnStandards Board, or FASB,
guidance, we have elected to not separately disclescash provided by or used in operating, imvgsand financing activities and the net
effect of those cash flows on cash and cash earit@for discontinued operations during the perfmgsented. For additional information
regarding these transactions, see Note 3, "BusbDiestiture," to our unaudited consolidated finahstatements included in Part I, Iltem 1 of
this Form 10-Q and Note 3, “Business Acquisitiond Bivestitures," included in our 2013 Annual Repmor Form 10-K.

The Patient Protection and Affordable Care ActAGA, and the Health Care and Education Reconailiafict of 2010, or collectively,
Health Care Reform, has changed and will contiouaake broad-based changes to the U.S. healtlsgsieem which could impact the U.S.
economy and we expect will continue to significamthpact our business model and results of operatiblealth Care Reform presents us with
new growth opportunities, but also with new finah@nd regulatory challenges. Beginning in 2014altheCare Reform imposes a mandatory
annual Health Insurance Provider Fee, or HIP Fedealth insurers that write certain types of temsurance on U.S. risks. The annual HIP
Fee is allocated to health insurers based on tieeaBthe amount of an insurer's net premium rexsnwritten during the preceding calendar
year to an adjusted amount of health insurancelfds.S. health risk for those certain lines of iness written during the preceding calen
year. The HIP Fee is n-deductible for federal income tax purposes. Thal ihount to be collected from allocations to Headsurers in 201
is $8,000.0, and our portion of the HIP Fee for2&1$893.3. We recorded our estimated liabilitytfee HIP Fee in full at the beginning of the
year with a corresponding deferred asset thatirgglemortized on a straic-line basis. The final calculation and paymenthef HIP Fee
occurred in the third quarter of 2014 and we reah$210.0 and $670.0 as general and administratipense related to the HIP Fee for the
three and nine months ended September 30, 20%pectvely. The annual HIP Fee to be allocatedltioealth insurers increases to $11,300.0
for 2015 and 2016, $13,900.0 for 2017 and $14,3f2%.2018. For 2019 and beyond, the annual HIPviequal the amount
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for the preceding year increased by the rate ahpren growth for the preceding year. We will connio evaluate the impact of Health Care
Reform as key aspects go into effect and additignalance is made available. For additional disonssegarding Health Care Reform, see

I, Item 1 “Business — Regulation”, Part I, Item 1Risk Factors” and the “Overview” section of Pdtltem 7, “Management’s Discussion and
Analysis of Financial Condition and Results of Ggiiems” included in our 2013 Annual Report on FdréaK.

Executive Summary

We are one of the largest health benefits compamiesms of medical membership in the United Staserving 37.5 medical members
through our affiliated health plans and approxirtya®8.5 individuals through all subsidiaries asSefptember 30, 2014Ne are an independe
licensee of the Blue Cross and Blue Shield Assimciabr BCBSA, an association of independent hdadthefit plans. We serve our membel
the Blue Cross licensee for California and as thue BEross and Blue Shield, or BCBS, licensee fdofalo, Connecticut, Georgia, Indiana,
Kentucky, Maine, Missouri (excluding 30 countieglie Kansas City area), Nevada, New Hampshire, etk (as BCBS in 10 New York
City metropolitan and surrounding counties, an@lag Cross or BCBS in selected upstate countieg) p@hio, Virginia (excluding the
Northern Virginia suburbs of Washington, D.C.), digsconsin. In a majority of these service areagslovdusiness as Anthem Blue Crc
Anthem Blue Cross and Blue Shield, Blue Cross alné Bhield of Georgia, and Empire Blue Cross Blo&8, or Empire Blue Cross (in our
New York service areas). We also conduct busirfessigh our AMERIGROUP Corporation, or Amerigroupbsidiary in Florida, Georgi
Kansas, Kentucky, Louisiana, Maryland, Nevada, Neveey, New Mexico, New York, Tennessee, Texas/dashington. We also serve
customers throughout the country as HealthLinkG#iné, and in certain Arizona, California, NevadayNy ork and Virginia markets, through
our CareMore Health Group, Inc., or CareMore, siibsy. We are licensed to conduct insurance operaiin all 50 states through our
subsidiaries.

On November 5, 2014, a Special Meeting of Sharedsldill be held to vote on an amendment of ouclas of incorporation to change
our name to Anthem, Inc. Shareholders of recor@eptember 12, 2014 are entitled to vote. If apptptiee change will occur in December
2014.

Operating revenue for the three months ended Séeted®d, 2014 was $18,370.7 , an increase of $75%.@.3% , from the three months
ended September 30, 2013 . Operating revenuedaritte months ended September 30, 2014 was $58,2456.increase of $1,699.8 , or
3.2% , from the nine months ended September 3@ 2The increase in operating revenue for the tareknine months ended September 30,
2014 compared to 2013 was primarily a result ohaigoremium revenue in our Government Business eegjand, to a lesser extent, incree
administrative fees in our Commercial and SpeciBliginess segment. These increases were partitdt by lower premium revenue in our
Commercial and Specialty Business segment.

Net income for the three months ended Septembe2®0l was $630.9 , a decrease of $25.3 , or 3fé8m, the three months ended
September 30, 2013 . This decrease in net incorsedwa, in part, to the non-tax deductible portibnew fees associated with Health Care
Reform that became effective January 1, 2014, ateteease in earnings from investment activitié®e decrease was further attributable to
lower operating results in our Government Busirseggnent. The decrease in net income was partifiigtdoy higher operating results in our
Commercial and Specialty Business segment andraa®ein realized losses on the early extinguishofathebt. Our fullydiluted earnings pe
share, or EPS, was $2.22 for the three months eBedptétmber 30, 2014 , which represented a 2.8%aserfrom the EPS of $2.16 for the
three months ended September 30, 2013 . The irche&PS resulted primarily from the lower numbksttares outstanding in 2014 due to
share buyback activity under our share repurchesgrgm, partially offset by the decrease in nedine.

Net income for the nine months ended Septembe2@®D} was $2,063.0 , a decrease of $278.5 , or 1188 the nine months ended
September 30, 2013 . This decrease in net incorsevimarily due to the non-tax deductible portidmew fees associated with Health Care
Reform that became effective January 1, 2014, ewdi operating results in our Commercial and SgigycBusiness segment. The decrease in
net income was partially offset by higher operatiegults in our Government Business segment, apase in earnings from investment
activities and a decrease in realized losses oadhg extinguishment of debt. Our fully-diluted ER/as $7.18 for the nine months ended
September 30, 2014 , which represented a 6.6% asxfeom the EPS of $7.69 for the nine months eSdiember 30, 2013 . The decreiase
EPS resulted primarily from the decrease in netnime, partially offset by the lower number of shayasstanding in 2014 due to share buybacl
activity under our share repurchase program.
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Operating cash flow for the nine months ended eipée 30, 2014 was $3,064.2 , or 1.5 times net ikcdDperating cash flow for thene
months ended September 30, 2013 was $2,779.5inThease in operating cash flow from 2013 of $284a8 driven by changes in policy
liabilities primarily due to the timing of claimsqressing and membership growth. The increase uvtgef attributable to increased premium
receipts, primarily as a result of premium ratedases designed to cover overall cost trends andees associated with Health Care Reform.
In addition, the timing of Medicaid premium receaigiontributed to the increase in net cash provigedperating activities. These increases
were partially offset by lower net income, paymehthe HIP fee and adjudication of fully-insureddab Group claims subsequent to the New
York State contract conversion from a fully-insuhtract to a self-funded administrative servigely, or ASO, contract, which occurred in
the first quarter of 2014.

Our results of operations discussed throughoutMii& A are determined in accordance with U.S. gelp@ccepted accounting
principles, or GAAP. We also calculate operatingqpgahich is a non-GAAP measure, to further aideistors in understanding and analyzing
our core operating results and comparing them arpenigds. Operating gain is calculated as totatatpeg revenue less benefit expense, and
selling, general and administrative expense. Wethisaneasure as a basis for evaluating segmefarpgmnce, allocating resources, setting
incentive compensation targets and forecastingdutperating periods. This information is not imted to be considered in isolation or as a
substitute for income from continuing operationfobe income tax expense, net income or EPS preparmctordance with GAAP, and may
not be comparable to similarly titled measures regabby other companies. For additional detail®parating gain, see our “Reportable
Segments Results of Operations” discussion inclu¢lais MD&A. For a reconciliation of reportablegment operating gain to income from
continuing operations before income tax expenseNsge 13, "Segment Information,” to our unauditedsolidated financial statements
included in Part I, Item 1 of this Form 10-Q.

Sources and Uses of Capital

We regularly review the appropriate use of capitaluding common stock repurchases, repurchasdshifsecurities and dividends to
shareholders. The declaration and payment of angletids or repurchases of our common stock or sihirities are at the discretion of our
Board of Directors and depend upon our financialdition, results of operations, future liquidityaus, regulatory and capital requirements
other factors deemed relevant by our Board of Darsc

For additional information regarding our use ofitaluring the three and nine months ended Septe®3®, 2014 , see Note 8, “Debt,”
and the “Use of Capital — Dividends and Stock Relpase Program” section of Note 10, “Capital Stot#,bur unaudited consolidated
financial statements included in Part |, Item 1h$ Form 10-Q.

Membership

Our medical membership includes seven differentorner types: Local Group, Individual, National Acots, BlueCard®, Medicare,
Medicaid and FEP. BCBS-branded business geneeflys to members in our service areas licensetidBCBSA. Non-BCBS-branded
business refers to Amerigroup and CareMore mendmeyeell as HealthLink and UniCare members. Effecfianuary 1, 2014, our Employer
Group Medicare Advantage members are being repuwiithéh Local Group and National Accounts in ourm@mercial and Specialty Business
segment and prior period membership and segmentrasbave been reclassified to conform to the nesgntation. These members were
previously reported with our Medicare membershithimi our Government Business segment. The Empl@yeup Medicare Advantage
members are retired members who have selected adeddvantage product through our Local Group ldational Accounts. For a more
detailed description of our medical membership,teeéMembership” section of Part Il, Item 7, “Majement’s Discussion and Analysis of
Financial Condition and Results of Operations” ired in our 2013 Annual Report on Form 10-K.
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The following table presents our medical memberslyigustomer type, funding arrangement and replertsggment as of September 30,
2014 and 2013 . Also included below is other mesitiprby product. The medical membership and ottembership data presented are
unaudited and in certain instances include estisnait¢the number of members represented by eachacbit the end of the period.

September 30

(In thousands) 2014 2013 Change % Change
Medical Membership
Customer Type

Local Group 15,16: 14,53 631 4.3%

Individual 1,91¢ 1,807 107 5.8%

National:

National Accounts 7,16¢ 6,79¢ 371 5%
BlueCard® 5,26¢ 5,07¢ 18¢ 3.7%

Total National 12,431 11,873 56C 4.7%

Medicare 1,40z 1,441 (39 (2.7%

Medicaid 5,077 4,32z 754 17.4%

FEP 1,53¢ 1,52¢ 10 0.7%
Total Medical Membership by Customer Type 37,53 35,50¢ 2,02: 5.7%
Funding Arrangement

Self-Funded 22,767 20,13¢ 2,62¢ 13.C%

Fully-Insured 14,76¢ 15,36¢ (60E) (3.9%
Total Medical Membership by Funding Arrangement 37,53 35,50¢ 2,02: 5.7%
Reportable Segment

Commercial and Specialty Business 29,51« 28,21¢ 1,29¢ 4€%

Government Business 8,017 7,292 725 9.€%
Total Medical Membership by Reportable Segment 37,53 35,50¢ 2,02 57%
Other Membership & Customers
Behavioral Health Members 27,21¢ 24,34t 2,87: 11.¢%
Life and Disability Members 4,78: 4,75( 33 0.7%
Dental Members 4,97: 4,90( 73 1.E%
Dental Administration Members 4,89¢ 4,88¢ 10 0.2%
Vision Members 5,101 4,72: 37¢ 8.L%
Medicare Advantage Part D Members 682 625 57 9.1%
Medicare Part D Standalone Members 47E A77 2 (0.9%

Medical Membership (in thousands)

For the rolling twelve months ended September 842 total medical membership increased 2,023, %% , primarily due to increases
in our Medicaid, Local Group, National AccountsddlueCard® membership.

Self-funded medical membership increased 2,628 .3d% , primarily due to increases in our Locab@r self-funded accounts including
the New York State contract conversion and the iadopn of a large state ASO contract, which boticuared in the first quarter of 2014. The
increase was further attributable to growth in National Accounts and BlueCafanembership.
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Fully-insured membership decreased 605 , or 3.p8narily due to the New York State contract cosien and Local Group membership
losses as a result of affordability challengesddiifigg healthcare consumers in general. The deckgas@artially offset by growth in our
Medicaid and Individual businesses.

Local Group membership increased 631 , or 4,3¥tmarily due to the acquisition of a large ASt@te contract. This increase was patrti
offset by fully-insured membership declines resigitirom affordability challenges affecting healtteeaonsumers in general.

Individual membership increased 107 , or 5.9%marily due to an increase in both on- and off-exgjgasales in the majority of our
markets.

National Accounts membership increased 371, &5.primarily due to new sales and in-group chavaytially offset by lapses.

BlueCard® membership increased 189 , or 3.7% , primarily duf@avorable membership activity at other BCBSAnslavhose members
reside in or travel to our licensed areas.

Medicare membership decreased 39 , or 2.p¥marily due to our product repositioning stegteoward HMO product offerings and sel
service area reductions.

Medicaid membership increased 754 , or 17.4% , gmiljndue to market expansions and commencemenperfations in new markets,
partially offset by the New Mexico market exit iQ13.

FEP membership increased 10, or 0.7% , primatity td favorable open enroliment.

Other Membership (in thousands)

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

Behavioral health membership increased 2,873 1@% , as a result of medical membership growthamdehavioral health products are
now required to be included as a component of hgddins to be compliant with Health Care Reform.

Life and disability membership increased 33, @80, primarily due to growth in our Local Group mess.

Dental membership increased 73 , or 1.5% , primdiike to new sales and growth in our Local Group ldational Accounts businesses.

Dental administration membership increased 100,26 , primarily due to incremental sales by ouCBre Dental, LLC subsidiary.

Vision membership increased 378 , or 8.0% , prilpaliie to strong sales and in-group change in aeal. Group and National Accounts
businesses.

Medicare Advantage Part D membership increasedb59.1% , primarily due to the addition of a nelate contract, partially offset by
decreases in various markets due to our produositgning strategy toward HMO product offeringsiaelect service area reductions.

Medicare Part D standalone membership decreased @4% , primarily due to competitive pressureéntain markets.

Cost of Care
The following discussion summarizes our aggregatetlying cost of care trends for the rolling 12ntis ended September 30, 2014 for

our Local Group fully-insured business only.

Our cost of care trends are calculated by compdhiagyear-over-year change in average per memipengeth claim costs, excluding
member co-payments and deductibles. While ourafostre trend varies by geographic location, based
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underlying medical cost trends, we believe thad®42cost of care trend estimate of 6.5% plus ousB0 basis points is appropriate.

Provider rate increases have proved, thus fareta primary driver of medical cost trends in 20dghsistent with 2013. We continually
negotiate with hospitals and physicians to manhgse cost trends and remain committed to optimiainmgeimbursement rates and strategies
to help address the cost pressures faced by entplapd consumers. We also expect unit cost incsegadee a driver of pharmacy cost. New
high cost Hepatitis C drug therapies have put ugwaessure on pharmacy trend. In recent years taagg volume brand drugs have launc
generic alternatives, which have helped to mitigditermacy cost trend. In 2014 we expect a retumde normal historical average trends.

Medical utilization, including pharmacy utilizatiphas been lower than in previous periods and babeaen a primary driver of increased
costs for the period ended September 30, 2014.

In response to cost trends, we continue to pursaogacting and plan design changes, promote antkimgnt performance-based contract:
that reward clinical outcomes and quality, and expaur disease management and advanced care marggaograms. We are taking a
leadership role in the area of payment reform &egeed by the introduction of the Enhanced Pelddealth Care program. By establishing
the primary care doctor as central to the coor@nadf a patient’s health care needs, the init@atiuwilds on the success of current patient-
centered medical home programs in helping impratept care while lowering costs.

A number of clinical management initiatives ar@iace to help mitigate inpatient trend. Focusedesg\efforts continue in key areas,
including targeting outlier facilities for length stay and readmission, and spinal surgery casesn@ others. Additionally, we continue to
refine our programs related to readmission managgrfacused behavioral health readmission reduciwh post-discharge follow-up care.

Outpatient costs are a collection of different §/péexpenses, such as outpatient facilities, lelnays, emergency room, and occupationa
and physical therapy. We continue to work with vansdand providers to help optimize site of serdeeisions including key areas such as
emergency room, lab, radiology, sleep studies,esyr@nd infusion settings. As an example, we haweched a Sleep Management Program
through our American Imaging Management subsidiamyest, central and north-east states. The progians the diagnosis and treatment of
sleep apnea with clinical guidelines based on widetepted medical literature, while at the same &nhancing member access to high valu
providers and ensuring treatment compliance forcthinuing payment for equipment rental and ongainpplies. Programs like this, along
with continued expansion and optimization of ouliagtion management programs, are serving to nedderend.
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Consolidated Results of Operations

Our consolidated summarized results of operationghie three and nine months ended September 2@, &t 2013 are as follows:

Change
Three Months Ended Nine Months Ended
Three Months Ended Nine Months Ended September 30 September 30
September 30 September 30 2014 vs. 2013 2014 vs. 2013
2014 2013 2014 2013 $ % $ %
Total operating revenue $ 18,370 $ 17,618 $ 54245! $ 52545° $  752.( 42% $ 1,699.¢ 3.2%
Net investment income 174.¢ 167.€ 546.¢ 482.¢ 6.€ 4.1% 63.¢ 13.2%
Net realized gains on investments 25.7 95.4 133.2 166.4 (69.7) (73.)% (33.9) (20.0%
Other-than-temporary impairment losses
on investments (13.9) (26.2) (35.9 (73.7) 12.£ (47.9% 37.€ 51.£%
Total revenues 18,557. 17,855.! 54,889. 53,121. 701.t 3.£% 1,768.( 3.2%
Benefit expense 14,211.: 14,075.( 41,997.( 41,656.: 136.1 1C% 340.7 0.8 %
Selling, general and administrative expe 2,968.: 2,542 8,715.¢ 7,307 .. 425.¢ 16.7% 1,408.: 19.2%
Other expensk 290.4 358.1 696.2 787.¢ (67.7) (18.9% (91.6) (11.6%
Total expenses 17,469.¢ 16,975.¢ 51,408. 49,751.! 494.( 2.£% 1,657.C 3.2%
Income from continuing operations
before income tax expense 1,087.: 879.7 3,481.( 3,370.: 207.t 23.6% 110.% 3.2%
Income tax expense 456.% 225.¢ 1,427.¢ 1,044.¢ 230.¢ 102.C% 382.1 36.€ %
Income from continuing operations 630.¢ 653.¢ 2,053. 2,325. (22.9 (3.5% (272.0) (11. 9%
Income from discontinued operations,
net of tax? — 2.4 9.€ 16.1 2.9 NM 2 (6.5) NM 2
Net income $ 630 $ 656.c $ 2,063.( $ 2,341t % (25.9 B9% $ (278.5 (11.9%
Average diluted shares outstanding 284.1 304.t 287.t 304.t (20.9) (6.7% (17.0 (5.6%
Diluted net income per share:

Diluted - continuing operations $ 22z % 218 % 715 % 76 % 0.07 33% $ (0.49) (6.49%
Diluted - discontinued operatiofs — 0.01 0.0z 0.0t (0.09) NM @ (0.02) NM 3
Diluted net income per share $ 22: % 216 $ 718 $ 76¢ $ 0.0¢ 28% $ (0.5) (6.6)%
Benefit expense ratib 82.5% 84.%% 82.7% 84.1% (240)bp® (140)bp’

Selling, general and administrative expense

ratio® 16.2% 14.%% 16.1% 13.9% 180bp° 220bp®
Income from continuing operations befol

income taxes as a percentage of total

revenue 5.2% 4. % 6.2% 6.2% 100bp® Obp®
Net income as a percentage of total

revenue 3.4% 3.7% 3.8% 4.0% (30)bp® (60)bp®

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

Includes interest expense, amortization of othmigible assets and loss on extinguishment of
The operating results of830 CONTACTS are reported as discontinued opersithsra result of the divestiture completed on Jgrdt 2014

Calculation not meaningfi

Benefit expense ratio represents benefit expassepercentage of premium revenue. Premiumbédahtee months ended September 30, 2014 and 28&3B47,226.0 and
$16,580.9 , respectively. Premiums for the nine timoended September 30, 2014 and 2013 were $59,8td.$49,509.5 , respectively. Premiums are irmclud total
operating revenue presented above.

AW NP
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5  bp = basis point; one hundred basis points =
6  Selling, general and administrative expense rafwasents selling, general and administrative eseoen a percentage of total operating rev:

Three Months Ended September 30, 2014 ComparedhéoTihree Months Ended September 30, 2013

Total operating revenue increased $752.0 , or 4.89418,370.7 in 2014 , resulting primarily frongiher premiums, and, to a lesser
extent, increased administrative fees. Higher punemsiwere mainly due to rate increases across @imdsses designed to cover overall cost
trends and new fees associated with Health CarerRefThe increase in premiums was further attribletédo membership growth in our
Medicaid and Individual businesses. The increaggeémiums was offset, in part, by fully-insured niErship declines in our Local Group
business as result of the New York State contractersion and affordability challenges affectingltiiecare consumers in general. The
increase was further offset by lower premiums inMedicare Advantage and Medicare Part D busingzsesrily due to refinement of
estimates associated with Medicare risk score ey éor prior years as well as lapses in memberdtip.increase in administrative fees
primarily resulted from membership growth in ourckbGroup business, including the New York Statetiaet conversion and the acquisition
of a large state ASO contract, which both occuimneithe first quarter of 2014. The increase in adstiative fees was further attributable to
membership and pricing increases for self-fundechbess in our National Accounts business.

Net investment income increased $6.8 , or 4.1%$1#%4.4 in 2014 , primarily due to higher incomenfralternative investments.

Net realized gains on investments decreased $&9.73.1% , to $25.7 in 2014orimarily due to a decrease in net realized gamsales ¢
equity securities, partially offset by an increasaet realized gains on sales of fixed maturityusiies.

Other-than-temporary impairment losses on investsn@ecreased $12.4 , or 47.3% , to $13.8 , prigndrik to a decrease in impairment
losses on fixed maturity securities, partially effey an increase in impairment losses on certa yenture investments.

Benefit expense increased $136.1 , or 1.0% , tg24141 in 2014 , primarily due to benefit cost ttemcross our businesses and
membership growth in our Medicaid and Individuasimesses. The increase in benefit expense wafuatresult of higher pharmacy costs
primarily attributable to new high cost Hepatitisllig therapies. These increases were partialgebfiy the fullyinsured membership declin
in our Local Group and Medicare Advantage busiresa® described above, as well as higher levedsiaf period favorable reserve
development compared to the third quarter of 2013addition, the increase in benefit expense wésetfin part, by an increase in the estimate
of net reinsurance recoveries relating to the He@kdre Reform reinsurance premium stabilizatiorgm.

Our benefit expense ratio decreased 240 basisgpoit®2.5% in 2014 , primarily due to rate increaseross our businesses designed to
cover overall cost trends and new fees associaithdHealth Care Reform. The decrease in the beagfiense ratio was further attributable to
changes in the mix of the product portfolio for dnalividual and Local Group businesses driven ogerease in the number of high-deductible
plans as consumers shifted to Health Care Refoouyot offerings. In addition, the benefit experetordecreased due to higher levels of ¢
period favorable reserve development comparedetdhiind quarter of 2013 and an increase in thenadé of net reinsurance recoveries rela
to the Health Care Reform reinsurance premium Istation program. These improvements were partiaffget by higher pharmacy costs
primarily attributable to new high cost Hepatitisilig therapies, higher experience rated refundsiirMedicaid business and a refinement of
estimates associated with Medicare risk score ey éor prior years.

Selling, general and administrative expense ine@&#25.6 , or 16.7% , to $2,968.3 in 2014 . Ollinge general and administrative
expense ratio increased 180 basis points to 16122014 . The increases in the expense and ratie beth primarily due to new fees related to
Health Care Reform that were effective January0142

Other expense decreased $67.7 , or 18.9% , to42@@imarily due to lower losses recognized ont@stinguishment associated with the
early redemption and repurchase of outstandingsemisecured notes. During the three months endpte®ber 30, 2014 and 2013, we
recognized losses on extinguishment of debt of&@Ad $145.3 , respectively. The decrease in @kgense was partially offset by higher
interest expense in 2014. For additional infornratielated to our borrowings, see "Liquidity and @alResources Senior Unsecured Notés,
below.
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Income tax expense increased $230.4 , or 102.0%436.3 in 2014 . The effective tax rates in 28td 2013 were 42.0% and 25.7% ,
respectively. The increase in income tax expensepsianarily due to the non-tax deductible HIP FHedative for 2014, increased income
before income taxes and a favorable 2013 tax electiade subsequent to the Amerigroup acquisitibe.ificrease in the effective tax rate wa:s
primarily due to the non-tax deductible HIP fee amelfavorable 2013 tax election made subsequethetédmerigroup acquisition.

Our net income as a percentage of total revenueadsed 30 basis points to 3.4% in 2014 as compar2@l3 as a result of all factors
discussed above.

Nine Months Ended September 30, 20Compared to the Nine Months Ended September 30,201

Total operating revenue increased $1,699.8 , @63.® $54,245.5 in 2014 , resulting primarily frérigher premiums, and, to a lesser
extent, increased administrative fees. Higher punemsiwere mainly due to rate increases across @imdsses designed to cover overall cost
trends and new fees associated with Health CarerRefThe increase in premiums was further attriblétéo membership increases in our
Medicaid and Individual businesses. The increaggeémiums was offset, in part, by fully-insured niership declines in our Local Group
business as a result of the New York State cont@uttersion and affordability challenges affectiveglthcare consumers in general. The
increase was further offset by lower premiums inMedicare Advantage and Medicare Part D busingzsesrily due to membership
declines and a refinement of estimates associatedWedicare risk score revenue for prior yearse iiftrease in administrative fees primarily
resulted from membership growth in our local grbuginess including the New York State contract epssion and the acquisition of a large
state ASO contract, which both occurred in the fitsarter of 2014. The increase in administrate@sfwas further attributable to pricing and
membership increases for self-funded members iNational Accounts business.

Net investment income increased $63.8 , or 13.894546.6 in 2014 , primarily due to higher incofram alternative investments.

Net realized gains on investments decreased $28.20.0% , to $133.2 in 2014 , primarily due tdegrease in net realized gains on sales
of equity securities, partially offset by an incsean net realized gains on sales of fixed matwetyurities.

Other-than-temporary impairment losses on investse@ecreased $37.6 , or 51.4% , to $35.5, prigndtik to a decrease in impairment
losses on certain joint venture investments, dartidfset by an increase in impairment lossesigad maturity securities.

Benefit expense increased $340.7 , or 0.8% , tg®Z10 in 2014 , primarily due to benefit cost ttemmcross our businesses and
membership growth in our Medicaid and Individuasimesses. These increases were partially offstétdofully-insured membership declines
our Local Group and Medicare Advantage businessedescribed above, and an increase in the estohagd reinsurance recoveries relating
to the Health Care Reform reinsurance premium ligtabon program.

Our benefit expense ratio decreased 140 basisspmi®2.7% in 2014 , primarily due to rate increaseross our businesses designed to
cover overall cost trends and new fees associaitbdHealth Care Reform. The decrease was furtgbatable to an increase in the estimate
of net reinsurance recoveries relating to the He@tire Reform reinsurance premium stabilizatiomm. These improvements were partially
offset by higher pharmacy costs primarily attriliniéato new high cost Hepatitis C drug therapies.

Selling, general and administrative expense ine&4,408.2 , or 19.3% , to $8,715.6 in 2014 . §alling, general and administrative
expense ratio increased 220 basis points to 16112814 . The increases in the expense and ratie bath primarily due to new fees related to
Health Care Reform that were effective Januarydl4Zand continued costs incurred associated witlithi€are Reform market changes,
including increased labor costs to support our gnaw membership.

Other expense decreased $91.6 , or 11.6% , to 36@8marily due to lower losses recognized ont@stinguishment associated with the
early redemption and repurchase of outstandings@msecured notes. During the nine months endpté®der 30, 2014 and 2013, we
recognized losses on extinguishment of debt of880d $145.3 respectively. The decrease in other expense wvteef attributable to reduc
amortization of certain other intangible assetaiaeg in prior
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years and lower interest expense on outstandingbdddnces at lower borrowing rates. For additionfrmation related to our borrowings,
"Liquidity and Capital ResourcesSenior Unsecured Notesbelow.

Income tax expense increased $382.7 , or 36.6%1,427.6 in 2014 . The effective tax rates in 28td 2013 were 41.0% and 31.0% ,
respectively. The increase in income tax expensepsianarily due to the non-tax deductible HIP Fedtive for 2014 and increased income
before income taxes. The 2013 expense and effeetiveate were lower because they include benefitslting from a favorable tax election
made subsequent to the Amerigroup acquisition eard fnclusion of Amerigroup in our state apportiemhfactors calculation, which
produces a lower state tax expense. The incredbe iffective tax rate for 2014 was primarily doghe non-tax deductible HIP fee.

Our net income as a percentage of total revenueadsed 60 basis points to 3.8% in 2014 as compar2@l3 as a result of all factors
discussed above.

Reportable Segments Results of Operations

We use operating gain to evaluate the performahoaraeportable segments, which are Commercial$petialty Business; Government
Business; and Other. Operating gain, which is a@8#AP measure, is calculated as total operatingmae less benefit expense and selling,
general and administrative expense. It does naidecnet investment income, net realized gain®wss investments, other-than-temporary
impairment losses recognized in income, interegerge, amortization of other intangible assets, dosextinguishment of debt or income
taxes, as these items are managed in a corpoatedsservice environment and are not the respdibgiti operating segment management.
Effective January 1, 2014, our Employer Group MatBcAdvantage members are being reported withimlLGcoup and National Accounts in
our Commercial and Specialty Business segment eodgeriod segment amounts have been reclassdiednform to the new presentation.
These members were previously reported with ouritéed membership within our Government Businessneeg. The Employer Group
Medicare Advantage members are retired membershate selected a Medicare Advantage product throughocal Group and National
Accounts.

The discussion of segment results for the threensmelmonths ended September 30, 2014 and 2018rteesbelow is based on operating
gain, as described above, and operating margithanoonGAAP measure, which is calculated as operating dizvided by operating revent
Our definitions of operating gain and operating gimay not be comparable to similarly titled measueported by other companies. For
additional information, including a reconciliatiof non-GAAP financial measures, see Note 13, “Sedrirdormation,” to our unaudited
consolidated financial statements included in Rdrém 1 of this Form 10-Q.
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Our Commercial and Specialty Business, Governmestrigss and Other segments’ summarized resulfseshtions for théhree and nin
months ended September 30, 2014 and 2013 arel@sgol

Change
Three Months Ended Nine Months Ended
Three Months Ended Nine Months Ended September 30 September 30
September 30 September 30 2014 vs. 2013 2014 vs. 2013
2014 2013 2014 2013 $ % $ %
Commercial and Specialty
Business
Operating revenue $ 9,809.. $ 9,833 $ 294711 $ 29,492! % (24.2) 0.2% $ (20.9 (0.)%
Operating gain $ 915.7 $ 7117 $ 2,721. $ 29227 % 204.( 287% $ (200.9 (6.9)%
Operating margin 9.2% 7.2% 9.2% 9.% 210by (70)br
Government Business
Operating revenue $ 8,555 $ 7,772« $ 24,756. $ 23,028¢ $ 782.¢ 101% $ 1,727. 7E%
Operating gain $ 283.¢ % 294¢ % 837.C $ 678 % (10.%) (3.6% $ 158.t 23.4%
Operating margin 3.2% 3.8% 3.4% 2.5% (SCz)p 50by
Other *
Operating revenue $ 6.2 $ 12¢ $ 17¢ 3 24.: % (6.6) (51.6% $ (6.4 (26.9)%
Operating loss $ 83 $ 53 $ (25.5) % (18.¢) $ (3.0 56.6% $ (6.7 35.€ %

1 Segment results are not material.
Three Months Ended September 30, 2014 Compareti¢oTthree Months Ended September 30, 2013

Commercial and Specialty Business

Operating revenue decreased $24.2 , or 0.2% ,,8094 in 2014 , primarily due to fully-insured migenship declines in our Local Group
business resulting from the impact of the New Y8téte contract conversion and affordability chaleshaffecting healthcare consumers in
general. These decreases were partially offsetdayipm rate increases in our Local Group and lmltial businesses designed to cover overa
cost trends, higher premiums designed to coverfeewassociated with Health Care Reform, and meshigegrowth in our Individual
business. The decrease in operating revenue waegffuffset by increased administrative fees prilpaesulting from membership growth in
our Local Group business, including the acquisitiba large state ASO contract in the first quaofe2014, and membership and pricing
increases for self-funded members in our NatioraloAints business.

Operating gain increased $204.0 , or 28.7% , t&$Oih 2014 , primarily as a result of changessmix of the product portfolio for our
Individual and Local Group businesses driven byeréase in the number of high-deductible planasumers shifted to Health Care Reform
product offerings. The increase in operating gaas further attributable to higher levels of prieripd favorable reserve development in our
Individual business compared to the third quart&0d3 and lower than expected medical costs inLogal Group and Individual businesses.
In addition, operating gain benefited from an igs®in the estimate of net reinsurance recovezlaing to the Health Care Reform
reinsurance premium stabilization program. Theseeises were partially offset by continued costarired associated with Health Care
Reform market changes and higher pharmacy costeply attributable to new high cost Hepatitis @igltherapies.

The operating margin in 2014 was 9.3% , a 210 hasig increase over 2013, primarily due to thetdes discussed in the preceding two
paragraphs.

Government Business

Operating revenue increased $782.8 , or 10.19%8665.4 in 2014 , primarily due to membershipéases in our Medicaid business. The
increase in operating revenue was further attridatto increased premiums in our Medicaid and
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FEP businesses as a result of premium rate ingeestgned to cover overall cost trends and nes/dssociated with Health Care Reform.
These increases were partially offset by lower pwems in our Medicare Advantage and Medicare ParuBinesses primarily due to a
refinement of estimates associated with Medicadescore revenue for prior years and lapses in reeship.

Operating gain decreased $10.7 , or 3.6% , to $283014 , primarily due to new fees associatetth Wiealth Care Reform that became
effective January 1, 2014, higher pharmacy costsapily attributable to new high cost Hepatitis fligl therapies, higher experience rated
refunds in our Medicaid business and a refineméastimates associated with Medicare risk scoremae for prior years. These decreases
were partially offset by membership growth, premitate increases designed to cover overall costisrand higher levels of prior period
favorable reserve development in our Medicaid bessn

The operating margin in 2014 was 3.3% , a 50 hasirst decrease from 2013, primarily due to thedecdiscussed in the preceding two
paragraphs.

Nine Months Ended September 30, 20Compared to the Nine Months Ended September 30,201

Commercial and Specialty Business

Operating revenue decreased $20.9 to $29,471 614 2primarily due to fully-insured membership litees in our Local Group business
resulting from the impact of the New York State tract conversion and affordability challenges affeghealthcare consumers in general.
These decreases were partially offset by highenpnas designed to cover new fees associated wittititH€are Reform, premium rate
increases in our Local Group and Individual bussessdesigned to cover overall cost trends and mmasimpegrowth in our Individual business.
The decrease in operating revenue was furthertdffsancreased administrative fees primarily raaglfrom membership growth in our Local
Group business including the acquisition of a latgde ASO contract in the first quarter of 201d pricing and membership increases for sel
funded members in our National Accounts business.

Operating gain decreased $200.9 , or 6.9% , ta28247n 2014 primarily due to insured membership declinestnloocal Group busine
and continued costs incurred associated with Hé&zdite Reform market changes. The decrease in apegatin was further a result of higher
pharmacy costs primarily attributable to new higltcdHepatitis C drug therapies. The decrease iratipg gain was partially offset by lower
utilization of health services in the first nine milos of 2014 and an increase in the estimate afereturance recoveries relating to the Health
Care Reform reinsurance premium stabilization pogr

The operating margin in 2014 was 9.2% , a 70 hasirst decrease from 2013, primarily due to thedecdiscussed in the preceding two
paragraphs.

Government Business

Operating revenue increased $1,727.1 , or 7.5%240756.0 in 2014 , primarily due to increasedrpuens in our Medicaid and FEP
businesses as a result of premium rate increasggnee to cover overall cost trends and new fegscésted with Health Care Reform. The
increase in operating revenue was further attriidatsdo membership growth in our Medicaid busin@$®se increases were partially offset by
lower premiums in our Medicare businesses primalilg to membership declines in our Medicare Adwgatnd Medicare Part D businesses
and a refinement of estimates associated with Meditsk score revenue for prior years.

Operating gain increased $158.5 , or 23.4% , t&d 8 2014 , primarily due to improved operatingrgins and membership growth in
our Medicaid business. These increases were paigtet by new fees associated with Health CazéoRn that became effective January 1,
2014, a refinement of estimates associated withiddee risk score revenue for prior years and higiermacy costs primarily attributable to
new high cost Hepatitis C drug therapies.

The operating margin in 2014 was 3.4% , a 50 hasirst increase over 2013, primarily due to thedexdiscussed in the preceding two
paragraphs.
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Critical Accounting Policies and Estimates

We prepare our consolidated financial statementsimormity with GAAP. Application of GAAP requiresanagement to make estimates
and assumptions that affect the amounts reportedriconsolidated financial statements and accogipgmotes and within this MD&A. We
consider some of our most important accountingcpedithat require estimates and management judgméetthose policies with respect to
liabilities for medical claims payable, income taxgoodwill and other intangible assets, investsmant retirement benefits. Our accounting
policies related to these items are discussedrir2@13 Annual Report on Form 10-K in Note 2, “Basid’resentation and Significant
Accounting Policies,” to our audited consolidatathhcial statements as of and for the year endegiber 31, 2013, as well as in the
“Critical Accounting Policies and Estimates” seatiaf Part Il, Item 7, “Management’s Discussion &malysis of Financial Condition and
Results of Operations.” As of September 30, 20ddr critical accounting policies and estimates hastechanged from those described in our
2013 Annual Report on Form 10-K.

Medical Claims Payabl

The most subjective accounting estimate in our alideted financial statements is our liability foedical claims payable. Our accounting
policies related to medical claims payable areutised in the references cited above, as well Bsia 12, “Medical Claims Payable,” to our
audited consolidated financial statements as offanthe year ended December 31, 2013 includediir2613 Annual Report on Form 10-K.
Also as discussed above, as of September 30, 2fir4critical accounting policies and estimateatedl to medical claims payable have not
changed from those described in our 2013 AnnuabRem Form 10-K.
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A reconciliation of the beginning and ending bakafar medical claims payable for the nine monthdeehSeptember 30, 2014 and 2013
and for the years ended December 31, 2013, 20d.2@™1 is as follows:

Nine Months Ended

September 30 Years Ended December 31
2014 2013 2013 2012 2011

Gross medical claims payable, beginning of period $ 6,127.. $ 6,174f $ 6,174 $ 5489.( $ 4,852
Ceded medical claims payable, beginning of period (23.9) (27.2) (27.2) (16.9 (32.9
Net medical claims payable, beginning of period 6,103.¢ 6,147.: 6,147.: 5,472.¢ 4,819.!
Business combinations and purchase adjustments — — — 804.¢ 100.¢
Net incurred medical claims:

Current year 41,758. 41,547 55,894. 48,080.. 47,281.1

Prior years redundancies (534.7) (560.0) (599.7) (513.¢) (209.%)
Total net incurred medical claims 41,223 40,986.! 55,295.. 47,566.! 47,071
Net payments attributable to:

Current year medical claims 35,629.: 35,630.! 49,887.: 42,832. 41,999.(

Prior years medical claims 5,375. 5,415.% 5451.¢ 4,863.¢ 4,520.
Total net payments 41,004.¢ 41,046.: 55,338." 47,696.: 46,519.
Net medical claims payable, end of period 6,322." 6,088.: 6,103.¢ 6,147.: 5,472.¢
Ceded medical claims payable, end of period 471.¢ 29.2 23.4 27.2 16.4
Gross medical claims payable, end of period $ 6,794. $ 6,117 $ 6,127. $ 6,174F $  5,489.(
Current year medical claims paid as a percentage of

current year net incurred medical claims 85.2% 85.8% 89.2% 89.1% 88.8%
Prior year redundancies in the current period as a

percentage of prior year net medical claims payabli

less prior year redundancies in the current period 9.€% 10.C% 10.8% 10.4% 4.5%
Prior year redundancies in the current period as a

percentage of prior year net incurred medical caim 1.C% 1.2% 1.3% 1.1% 0.5%

The following table provides a summary of the tvay lassumptions having the most significant impacbuar incurred but not paid liabili

estimates for the nine months ended September03@, nd 2013 , which are the completion and trentbfs. These two key assumptions car

be influenced by utilization levels, unit costsxrof business, benefit plan designs, provider reirsdment levels, processing system
conversions and changes, claim inventory levedgircprocessing patterns, claim submission pati@ndsoperational changes resulting from
business combinations.

Favorable Developments by
Changes in Key Assumptions

2014 2013
Assumed trend factors $ 398.8 $ 417.(
Assumed completion factors 135.¢ 143.1
Total $ 534.7 $ 560.1

The favorable development recognized in 2014 reduytimarily from trend factors in late 2013 dey#hg more favorably than originally
expected. Favorable development in the completiotofs, resulting from the latter part of 2013 deping faster than expected, also
contributed to the favorability. The favorable dieyenent recognized in 2013 resulted primarily frimend factors in late 2012 developing

more favorably than originally expected. Favoratdgelopment in the completion factors resultingrfroperational improvements in the latter

part of 2012 also contributed to the favorability.
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The increase in ceded medical claims payable id 284ulted primarily from high claim costs betwélea defined attachment point and
reimbursement ceiling for our Individual marketqdasubject to reimbursement through the Health ®aferm transitional reinsurance
premium stabilization program.

The ratio of current year medical claims paid @ecent of current year net incurred medical claivas 89.3% for 2013, 89.1% for 2012
and 88.8% for 2011 . Comparison of these ratidects a small level of fluctuation in claim procegsspeed that occurred over the course of
the three-year period. The nine month periods pteseabove show that as of September 30, 2018%86f current year net incurred medical
claims had been paid in the period incurred, aspased to 85.8% for the same period in 2013 .

We calculate the percentage of prior year reduridarnc the current period as a percentage of gaar net medical claims payable less
prior year redundancies in the current period aeoto demonstrate the development of the prior seserves. For the nine morgériod ende
September 30, 2014 , this metric was 9.6% , lardeiyen by favorable trend factor development ateéhd of the year. For the nine month
period ended September 30, 2013, this metric WadA , reflecting the acceleration of claim proaggshat occurred in late 2012 which had
not been fully recognized in completion factor depenent and trend factors at the end of the yelais metric was 10.8% , 10.4% and 4.586
the years ended December 31, 2013, 2012 and 2@&pectively.

We calculate the percentage of prior year reduridanc the current period as a percent of prior yed incurred medical claims to
indicate the percentage of redundancy includetiérpreceding 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, 2014 mistisc was 1.0% , which was calculated using #tRindancy of $534.7 shown above. For
the nine months ended September 30, 2013 , theamaplp metric was 1.2% , which was calculated utiegedundancy of $560.1 and which
represents an estimate based on paid medical ciativity from January 1, 2013 to September 30,320Ihis metric was 1.3% for full year
2013, 1.1% for full year 2012 and 0.5% for fulby011 , and demonstrates a generally consiseet bf reserve conservatism.

New Accounting Pronouncemen

In May 2014, the FASB issued Accounting Standargddte, or ASU, No. 2014-08evenue from Contracts with Customers (Topic 606)
or ASU 2014-09. Upon the effective date, ASU 2098440l supersede almost all existing revenue redagnguidance under GAAP, with
certain exceptions, including an exception for rageaccounted for in accordance with the provisansccounting Standards Codification
Topic 944 Financial Services - Insurangeor Topic 944. ASU 2014-09 will require a compdayecognize revenue when it transfers promise
goods or services to customers in an amount tfatte the consideration to which the company etgptxrbe entitled in exchange for those
goods or services. ASU 2014-09 is effective foeiimh and annual reporting periods beginning aftecénber 15, 2016 and early adoption is
not permitted. An entity has the option to applg grovisions of ASU 2014-09 either retrospectivtelgach prior reporting period presented or
retrospectively with the cumulative effect of iaity applying the new guidance recognized at thte d&initial application. We will evaluate
the effects, if any, the adoption of ASU 2009-will have on our financial statements and relatisclosures for revenue transactions outsid
scope of Topic 944.

In April 2014, the FASB issued ASU No. 2014-B8esentation of Financial Statements (Topic 205) Broperty, Plant and Equipment
(Topic 360): Reporting Discontinued Operations &idclosures of Disposals of Components of an EntityASU 2014-08. ASU 2014-08
changes the criteria for determining which dispesain be presented as discontinued operations adifi@s related disclosure requirements.
Under the new guidance, a discontinued operatidefined as a disposal of a component of an eotitygroup of components of an entity tha
is disposed of or is classified as held for sakt f@presents a strategic shift that has (or wileha major effect on an entity’s operations and
financial results. ASU 2014-08 is effective progpesty to new disposals and new classificationslishosal groups as held for sale in interim
and annual periods beginning on or after Decembgf014, with early adoption permitted. The adaptd ASU 2014-08 is not expected to
have a material impact on our consolidated findrpmaition, results of operations or cash flows.

There were no other new accounting pronouncemssied during the nine months ended September 3@,tBat had, or are expected to
have, a material impact on our financial positioperating results or disclosures.
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Liquidity and Capital Resources

Introduction

Our cash receipts result primarily from premiuntanistrative fees, investment income, other reegipuoceeds from the sale or matu
of our investment securities, proceeds from bomgsj and proceeds from the exercise of stock optiéash disbursements result mainly fron
claims payments, administrative expenses, taxeshpses of investment securities, interest expgraganents on borrowings, acquisitions,
capital expenditures, repurchases of our debt gEsuand common stock and the payment of casldeinds. Cash outflows fluctuate with the
amount and timing of settlement of these transastidny future decline in our profitability woulikély have an unfavorable impact on our
liquidity.

For a more detailed overview of our liquidity arapital resources management, see the “Introductention included in the “Liquidity
and Capital Resources” section of Part Il, ltefiMfanagement’s Discussion and Analysis of Finan€ahdition and Results of Operations”
included in our 2013 Annual Report on Form 10-K.

Liquidity

The table below indicates the change in cash astdl equivalents for the nine months ended Septe8het014 and 2013 :

Nine Months Ended

September 30
2014 2013

Cash flows provided by (used in):

Operating activities $ 3,064.. $ 2,779

Investing activities (1,635.() (2,086.9)

Financing activities (1,293.9) (992.0)

Effect of foreign exchange rates on cash and casivaents (4.6 0.4
Increase (decrease) in cash and cash equivalents $ 131.C % (298.9

During the nine months ended September 30, 20&#cash flow provided by operating activities wag0$4.2 , compared to $2,779.5 for
the nine months ended September 30, 2013 , areseie $284.7 . This increase was driven by chaimgeslicy liabilities primarily due to the
timing of claims processing and membership growtte increase was further attributable to incregsechium receipts primarily as a result of
premium rate increases designed to cover overatltoends and new fees associated with Health Referm. In addition, the timing of
Medicaid premium receipts contributed to the insee net cash provided by operating activitiessSEhincreases were partially offset by Ic
net income, payment of the HIP fee and the adjtidicaf fully-insured Local Group claims subsequenthe New York State contract
conversion.

Net cash flow used in investing activities was 85,6 during the nine months ended September 3@l 26dmpared to $2,086cRiring the
nine months ended September 30, 2013 . The dedreaash flow used in investing activities of $45between the two periods primarily
resulted from cash provided by the sale of our -8@NTACTS business and glasses.com related amsdtnuary 31, 2014 and a decrease |
net purchases of investments, partially offsetlynges in securities lending collateral.

Net cash flow used in financing activities was $B.8 during the nine months ended September 3@}, 26dmpared to $992.0 during the
nine months ended September 30, 2013 . The incireass cash flow used in financing activities 80%.6 primarily resulted from an increase
in common stock repurchases, a decrease in netguisdrom commercial paper borrowings, a decreapeoiceeds from the issuance of
common stock under our employee stock plans andgasain bank overdrafts. These increases in natused in financing activities were
partially offset by changes in short- and long-téronrowings as a result of net proceeds receivaa hort- and long-term borrowings during
the nine months ended September 30, 2014 comparezt tepayments of short- and long-term borrowihging the nine months ended
September 30, 2013 . In addition, the increasefrcash flow used in financing activities was fdistioffset by changes in securities lending
payable.
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Financial Condition

We maintained a strong financial condition andiliify position, with consolidated cash, cash eqigmts and investments, including long-
term investments, of $24,094.7 at September 304 2@Ince December 31, 2013, total cash, caslvalgaits and investments, including long-
term investments, increased by $1,698.8 primarly th cash generated from operations, proceedstfrersale of our 1-800-CONTACTS
business, changes in securities lending payableroeeeds received from short- and long-term bwings and proceeds from issuance of
common stock under employee stock plans. Thesednes were partially offset by common stock repasel, changes in securities lending
collateral, purchases of property and equipmentcaistt dividends paid to shareholders.

Many of our subsidiaries are subject to variousagoment regulations that restrict the timing andant of dividends and other
distributions that may be paid to their respecfiseent companies. Certain accounting practicexpbesl by insurance regulatory authorities,
or statutory accounting practices, differ from GAAFhanges that occur in statutory accounting prestiif any, could impact our subsidiaries’
future dividend capacity. In addition, we have &gréo certain undertakings with regulatory autlisitincluding requirements to maintain
certain capital levels in certain of our subsidari

At September 30, 2014 , we held $2,091.4 of cashcash equivalents and investments at the paremp@ay, which are available for
general corporate use, including investment inbugsinesses, acquisitions, potential future comntackgepurchases and dividends to
shareholders, repurchases of debt securities artchdd interest payments.

We calculate our consolidated debt-to-capital rainon-GAAP measure, which we believe assistssiove and rating agencies in
measuring our overall leverage and additional lwirrg capacity. In addition, our bank covenantstidel a maximum debt-to-capital ratio that
we cannot and did not exceed. Our debt-to-capt#d is calculated as the sum of debt divided lgysiim of debt plus shareholdesguity. Ou
debt-to-capital ratio may not be comparable to Isirlyi titled measures reported by other comparies.consolidated debt-to-capital ratio was
38.6% and 36.9% as of September 30, 2014 and Dexe3ith2013 , respectively.

Senior Unsecured Note

On September 15, 2014, we redeemed the $500.@&ndisy principal balance of our 5.000% senior unset notes due 2014, plus
applicable premium for early redemption and accramd unpaid interest to the redemption date, feh ¢ataling $512.3 . We recognized a los¢
on extinguishment of debt of $2.3 for the redemptibthese notes.

On September 11, 2014, we redeemed the $1,09%tanding principal balance of our 5.250% senioeanged notes due 2016, plus
applicable premium for early redemption and accramd unpaid interest to the redemption date, feh ¢ataling $1,178.2 . We recognized a
loss on extinguishment of debt of $67.6 for theeragdtion of these notes.

Additionally, during the three and nine months eh8eptember 30, 2014 , we repurchased $11.3 and $Bspectively, of outstanding
principal amount of certain other senior unsecurat@s, plus applicable premium for early redempgilus accrued and unpaid interest, for
cash totaling $13.6 and $59.1 , respectively. Wegrized a loss on extinguishment of debt of $4®%10.9 , respectively, for the three and
nine months ended September 30, 2014 for the repsecof these notes.

On August 12, 2014, we issued $850.0 of 2.250%sndte 2019, $800.0 of 3.500% notes due 2024, $&0GLB50% notes due 2044, &
$250.0 of 4.850% notes due 2054 under our sheitragion statement. We used the proceeds fronoffésing in part to fund the purchase
price of the 5.000% and 5.250% senior unsecuregsrtiscussed above, and the remaining net proeeedeing used for general corporate
purposes. Interest on the notes is payable semiadlyrin arrears on February 15 and August 15 ohgeaar, commencing on February 15,
2015. The notes have a call feature that allowts uspurchase the notes at any time at our optidnegput feature that allows a note holder to
require us to repurchase the notes upon the ocmem@f both a change in control event and a dovadeged the notes below an investment g
rating.

On September 5, 2013 , we redeemed the $400.Godisg principal balance of our 6.000% senior unsst notes due 2014, plus
applicable premium for early redemption and accramd unpaid interest to the redemption date, feh ¢ataling $411.0 . We recognized a los¢
on extinguishment of debt of $10.0 for the redempbdf these notes.
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On July 30, 2013, we initiated a cash tender d@fat consent solicitation to purchase up to $3a89d¥yegate principal amount of our
outstanding 5.875% notes due 2017 and 7.000% da2019 (the “First Tranche Offer”) and to pur@hap to $300.0 aggregate principal
amount of our outstanding 5.950% notes due 2085086 notes due 2036, 6.375% notes due 2037 an@%.80tes due 2040 (the “Second
Tranche Offer”), collectively, the “Tender Offers’he Tender Offers were each subject to increage ap additional $100.0 at our election.
On August 12, 2013, we increased the Second Tea@éfer to $400.0 and on August 13, 2013 we remsetl $300.0 of the First Tranche
Offer notes and $400.0 of the Second Tranche @ffes for cash totaling $837.7 . Holders who teedé¢neir notes prior to the early tender
date received the principal amounts, applicablenprm for early redemption and accrued and unpagtést to the early tender offer settlen
date. We recognized a loss on extinguishment of ae®135.3 for the repurchase of these notes.

On July 30, 2013, we issued $650.0 of 2.300% nies2018 and $600.0 of 5.100%tes due 2044 under our shelf registration statér
We used the proceeds from this offering in pafuta the purchase price of the 6.008&6ior unsecured notes and the Tender Offers died
above, and the balance for general corporate pespasterest on the notes is payable semi-annimedyrears on January 15 and July 15 of
each year, commencing on January 15, 2014. The hatee a call feature that allows us to repurctizs@otes at any time at our option and a
put feature that allows a note holder to requiréougpurchase the notes upon the occurrence bfdbohange in control event and a downgrad
of the notes below an investment grade rating.

Our senior debt is rated “A-" by Standard & PoofBBB” by Fitch, Inc., “Baa2” by Moody’s Investoredvice, Inc. and “bbb+" by AM
Best Company, Inc. We intend to maintain our sedét investment grade ratings. A significant dorvawlg in our debt ratings could adversely
affect our borrowing capacity and costs.

For additional information regarding our borrowiactivities, see Note 8, “Debt” to our unaudited saidated financial statements
included in Part I, Item 1 of this Form 10-Q ashveal in Note 13, “Debt,” to our audited consolidhfmancial statements as of and for the yea
ended December 31, 2013 included in our 2013 AnReglort on Form 10-K.

Future Sources and Uses of Liquidity

We regularly review the appropriate use of capitaluding common stock repurchases, repurchasdshifsecurities and dividends to
shareholders. The declaration and payment of angletids or repurchases of our common stock or sihirities are at the discretion of our
Board of Directors and depend upon our financialdition, results of operations, future liquidityaus, regulatory and capital requirements
other factors deemed relevant by our Board of Darsc

For additional information regarding our sourced ases of capital at September 30, 2014 , see&J6i2ebt,” and the “Use of Capital—
Dividends and Stock Repurchase Program” sectidwoté 10, “Capital Stock” to our unaudited consaiébfinancial statements included in
Part I, Item 1 of this Form 10-Q.

For additional information regarding our future sms and uses of liquidity, see “Future Sourcesldses of Liquidity” included in the
“Liquidity and Capital Resources” section of Pdritem 7, “Management’s Discussion and Analysi$-wfancial Condition and Results of
Operations” in our 2013 Annual Report on Form 10-K.

Contractual Obligations and Commitments

We believe that funds from future operating casiwé, cash and investments and funds available underredit agreement or from puk
or private financing sources will be sufficient fature operations and commitments, and for capitguisitions and other strategic
transactions.

For additional information regarding our estimatedtractual obligations and commitments, see thbéOContingencies” and
“Contractual Obligations and Commitments” sectiohdlote 9, “Commitments and Contingencies,” to ooaudited consolidated financial
statements included in Part I, Item 1 of this F&®rQ. There have been no material changes to ontr&aual Obligations and Commitments
disclosure in our 2013 Annual Report on Form 10theo than payments on and proceeds from long-tetoh lobrrowings. See Note 8, “Debt”
to our unaudited consolidated financial statemamisided in Part I, Item 1 of this Form 10-Q.
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Risk-Based Capital

Our regulated subsidiaries’ states of domicile hsteg¢utory risk-based capital, or RBC, requireménmtdealth and other insurance
companies and health maintenance organizationslyabgsed on the National Association of Insur&dommissioners, or NAIC, RBC Model
Act. These RBC requirements are intended to measpi¢al adequacy, taking into account the riskatteristics of an insurer’s investments
and products. The NAIC sets forth the formula falcalating the RBC requirements, which are designddke into account asset risks,
insurance risks, interest rate risks and othewagierisks with respect to an individual insurasoepany’s business. In general, under the RB
Model Act, an insurance company must submit a tegfdts RBC level to the state insurance departroeimsurance commissioner, as
appropriate, at the end of each calendar yearr&yudated subsidiaries’ respective RBC levels d3axfember 31, 2013 , which was the most
recent date for which reporting was required, werexcess of all mandatory RBC thresholds. In aaoldito exceeding the RBC requirements,
we are in compliance with the liquidity and capitdjuirements for a licensee of the BCBSA and withtangible net equity requirements
applicable to certain of our California subsidiarie

For additional information, see Note 22, “Statutbrformation,” in our audited consolidated finadn@tatements as of and for the year
ended December 31, 2013 included in our 2013 AnReglort on Form 10-K.
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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@sit.itigation Reform Act of 1995. Forward-lookisigitements 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 identifywlrd-looking statements, which generally are nistdrical in nature. These statements
include, but are not limited to, financial projemtis and estimates and their underlying assumptistadements regarding plans, objectives anc
expectations with respect to future operationsdpiads and services; and statements regarding fyteréormance. Such statements are subje
to certain risks and uncertainties, many of which difficult to predict and generally beyond oumtml, that could cause actual results to
differ materially from those expressed in, or iraglor projected by, the forward-looking informatiand statements. These risks and
uncertainties include: those discussed and idetifin our public filings with the U.S. SecuritigedaExchange Commission, or SEC; increase
government participation in, or regulation or tai@t of health benefits and managed care operatiomdyding, but not limited to, the impe
of the Patient Protection and Affordable Care Actiahe Health Care and Education Reconciliation 2010, or Health Care Reform;
trends in health care costs and utilization ratesr ability to secure sufficient premium rates udihg regulatory approval for and
implementation of such rates; our participationtie federal and state health insurance exchangdsridealth Care Reform, which have
experienced technical difficulties in implementatand which entail uncertainties associated witt ithix and volume of business, particularly
in our individual and small group markets, that thoegatively impact the adequacy of our premiutagand which may not be sufficiently
offset by the risk apportionment provisions of He&lare Reform; our ability to contract with proeig consistent with past practice;
competitor pricing below market trends of increasawosts; reduced enroliment, as well as a negathange in our health care product mix;
risks and uncertainties regarding Medicare and Madll programs, including those related to non-caamie with the complex regulations
imposed thereon and funding risks with respecet@nue received from participation therein; a dovaatg in our financial strength ratings;
litigation and investigations targeted at our intlysand our ability to resolve litigation and inwé&gations within estimates; medical
malpractice or professional liability claims or @hrisks related to health care services providgdbr subsidiaries; our ability to repurchase
shares of our common stock and pay dividends orcammon stock due to the adequacy of our cashdtaearnings and other
considerations; non-compliance by any party with Bxpress Scripts, Inc. pharmacy benefit managessuices agreement, which could
result in financial penalties, our inability to memistomer demands, and sanctions imposed by gmesttial entities, including the Centers for
Medicare and Medicaid Services; events that raauliegative publicity for us or the health benefitdustry; failure to effectively maintain ai
modernize our information systems and e-busingganization and to maintain good relationships vitilrd party vendors for information
system resources; events that may negatively aftedicenses with the Blue Cross and Blue Shialsbaiation; possible impairment of the
value of our intangible assets if future resultsnad adequately support goodwill and other intagiaissets; intense competition to attract and
retain employees; unauthorized disclosure of merabasitive or confidential information; changeghe economic and market conditions, as
well as regulations that may negatively affect mwestment portfolios and liquidity; possible réstions in the payment of dividends by our
subsidiaries and increases in required minimumlewécapital and the potential negative effechirour substantial amount of outstanding
indebtedness; general risks associated with mergedsacquisitions; various laws and provisions ur governing documents that may pre\
or discourage takeovers and business combinatifotigre public health epidemics and catastrophes} general economic downturns.
Readers are cautioned not to place undue reliancthese forwar-looking statements that speak only as of the datedi. Except to the extt
otherwise required by federal securities law, wendbundertake any obligation to republish revisedvard-looking statements to reflect
events or circumstances after the date hereof oeflect the occurrence of unanticipated eventadees are also urged to carefully review
consider the various disclosures in our SEC reports

-850 -




ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

For a discussion of our market risks, refer to If&dn “Quantitative and Qualitative Disclosures abblarket Risk,” included in our 2013
Annual Report on Form 10-K. There have been no nightehanges to any of these risks since DecembgeP(BL3 .

ITEM 4. CONTROLS AND PROCEDURES

We carried out an evaluation as of September 304 20@nder the supervision and with the particgratf our management, including our
Chief Executive Officer and Chief Financial Officerf the effectiveness of the design and operaifayur disclosure controls and procedure
defined in Rule 13a-15(e) of the Securities Excleafigt of 1934. Based upon that evaluation, the Ekecutive Officer and Chief Financial
Officer concluded that our disclosure controls anacedures are effective in timely alerting thenmtaterial information relating to us
(including our consolidated subsidiaries) requit@tte disclosed in our reports under the Secutifiehange Act of 1934. In addition, basec
that evaluation, the Chief Executive Officer andeElrinancial Officer concluded that our disclosammtrols and procedures were effective in
ensuring that information required to be disclolsgdis in the reports that we file or submit undher $ecurities Exchange Act of 1934 is
accumulated and communicated to our managemehiding the Chief Executive Officer and Chief Finel®©fficer, as appropriate to allow
timely decisions regarding required disclosures.

There have been no changes in our internal cootre financial reporting that occurred during theee months endegeptember 30, 20:
that have materially affected, or are reasonakbjyjito materially affect, our internal control af@ancial reporting.

PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

For information regarding legal proceedings at Seier 30, 2014 , see the “Litigation” and “Othem@uagencies” sections of Note 9,
“Commitments and Contingencies” to our unauditedsofidated financial statements included in Pdtem 1 of this Form 10-Q.

ITEM 1A. RISK FACTORS

There have been no material changes to the risrfadisclosed in our 2013 Annual Report on ForaKl@xcept that we are revising the
risk factor entitled “The failure to effectively nméain and upgrade our information systems coultbegkly affect our business.” to update the
implementation date of ICD-10 in the third senteatthe second paragraph of the risk factor. Thatence is amended to read as follows: “In
addition, federal regulations require that we bagimg ICD-10 by October 2015, which has requined will continue to require significant
information technology investment.” To read thd figctor in its entirety, see Item 1A. “Risk Factbimcluded in our 2013 Annual Report on
Form 10-K.
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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 periodisénted:

Total Number Approximate
of Shares Dollar Value
Purchased of Shares
as Part that May Yet
Total Number Average of Publicly Be Purchased
of Shares Price Paid Announced Under the
Period Purchased* per Share Programs? Programs
(in millions, except share and per share data)
July 1, 2014 to July 31, 2014 700,34( 111.1¢( 695,14 $ 1,536.:
August 1, 2014 to August 31, 2014 1,471,27 111.4: 1,468,95. 1,372
September 1, 2014 to September 30, 2014 2,893,64 116.8¢ 2,888,97. 1,034.¢
5,065,26. 5,053,07

1 Total number of shares purchased includes 12,18&ded to or withheld by us in connection with doyee payroll tax withholding upon
exercise or vesting of stock awards. Stock graneployees and directors and stock issued fok stption plans and stock purchase
plans in the consolidated statements of sharet®ldquity are shown net of these shares purchased.

2 Represents the number of shares repurchased thteeigiommon stock repurchase program authorizeziboard of Directors, which
the Board evaluates periodically. During the thremths ended September 30, 2014 , we repurcha388,876 shares at a cost of $578.6
under the program. The Board of Directors has aiz#o our common stock repurchase program sinc8.2lie Board's most recent
authorized increase to the program was $5,0000Qataber 2, 2014. Between October 1, 2014 and Octthe?014 , we repurchased
634,070 shares at a cost of $75.9 , bringing otreatiavailability to $5,958.9 at October 15, 20Nb duration has been placed on our
common stock repurchase program and we reserwigtite¢o discontinue the program at any time.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES

None.

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS

A list of exhibits required to be filed as parttbfs Form 10-Q is set forth in the Index to Extsbitvhich immediately precedes such

exhibits, and is incorporated herein by reference.
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SIGNATURES

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

WELLPOINT, INC.
Registrant

Date: October 29, 2014 By: /'s/ WAYNE S. DEV EYDT

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

Date: October 29, 2014 By: /s/ JOHN E. GALLINA

John E. Gallina
Senior Vice President and Chief Accounting Officer
(Principal Accounting Officer)
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Exhibit
Number

3.1

3.2

31.1

31.z

32.1

32.2

101

INDEX TO EXHIBITS

Exhibit

Articles of Incorporation of the Company, asemmied effective May 17, 2011, incorporated by exiee to Exhibit 3.1 to the
Company'’s Current Report on Form 8-K filed on M&y 2011.

By-Laws of the Company, as amended effectivelar 22, 2013, incorporated by reference to ExI3ild to the Company's
Quarterly Report on Form 10-Q for the quarter enSeptember 30, 2013.

Indenture dated as of January 10, 2006 betwee@dhgany and the Bank of New York Mellon Trust Compa\.A.
(formerly known as the Bank of New York Trust CompaN.A.), as trustee, incorporated by referencéxbibit 4.1 to the
Company's Current Report on Form 8-K filed on Jaydd, 2006, SEC File No. 001-16751.

() Form of the 2.250% Notes due 2019, incorpatéie reference to Exhibit 4.2 to the Company's @urReport on Form 8-
K, filed on August 12, 2014.

(s) Form of the 3.500% Notes due 2024, incorpdratereference to Exhibit 4.3 to the Company's @urReport on Form 8-
K, filed on August 12, 2014.

(t) Form of the 4.650% Notes due 2044, incorpataie reference to Exhibit 4.4 to the Company's @urReport on Form 8-
K, filed on August 12, 2014.

(u) Form of the 4.850% Notes due 2054, incorparatereference to Exhibit 4.5 to the Company's @urReport on Form 8-
K, filed on August 12, 2014.

Upon the request of the Securities and Exch&ugemission, the Company will furnish copies of atlyer instruments
defining the rights of holders of long-term debtleé Company or its subsidiaries.

Certification of Chief Executive Officer pursuao Rule 13a-14(a) and Rule 15d-14(a) of the Exrge Act Rules, as adopted
pursuant to Section 302 of the Sarbanes-Oxley A2002.

Certification of Chief Financial Officer purquato Rule 13a-14(a) and Rule 15d-14(a) of the Brge Act Rules, as adopted
pursuant to Section 302 of the Sarbanes-Oxley A2002.

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

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

The following material from WellPoint, Inc.’su@rterly Report on Form 10-Q for the quarter enSegtember 30, 2014,
formatted in XBRL (Extensible Business Reportingngaage): (i) the Consolidated Balance Sheetsh@)Consolidated
Statements of Income; (iii) the Consolidated Statets of Comprehensive Income; (iv) the Consolid&edements of Cash
Flows; (v) the Consolidated Statements of Shareheldquity; and (vi) Notes to Consolidated Finah&8tatements.
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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, Joseph R. Swedish, certify that:
1. | have reviewed this report on Form Q®f WellPoint, Inc.

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ort@amstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statemeamtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

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

a) designed such disclosure controls and procedarecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatneg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrihe period in which this report is being prepared

b) designed such internal control over finanaggarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) evaluated the effectiveness of the registragisslosure controls and procedures and presentthilsi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; and

d) disclosed in this report any change in thestegit's internal control over financial reportitiat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) ilas materially affected, or is
reasonably likely to materially affect, the regasit’s internal control over financial reporting;dan

5.  The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors fersons performing the equivalent
function):

a) all significant deficiencies and material weesses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regisfeability to record, process, summarize and refiwoancial information; and

b) any fraud, whether or not material, that ineslynanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reporting.

Date: October 29, 2014 /s/ JOSEPH R. SWEDISH
President and Chief Executive Officer




Exhibit 31.2

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

I, Wayne S. DeVeydt, certify that:
1. | have reviewed this report on Form Q®f WellPoint, Inc.

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ort@amstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statemeamtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

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

a) designed such disclosure controls and procedarecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatneg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrihe period in which this report is being prepared

b) designed such internal control over finanaggarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) evaluated the effectiveness of the registragisslosure controls and procedures and presentthilsi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; and

d) disclosed in this report any change in thestegit's internal control over financial reportitiat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) ilas materially affected, or is
reasonably likely to materially affect, the regasit’s internal control over financial reporting;dan

5.  The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors fersons performing the equivalent
function):

a) all significant deficiencies and material weesses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regisfeability to record, process, summarize and refiwoancial information; and

b) any fraud, whether or not material, that ineslynanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reporting.

Date: October 29, 2014 /sl WAYNE S. DEVEYDT

Executive Vice President and
Chief Financial Officer




Exhibit 32.1

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

In connection with the Quarterly Report of WellRgimc. (the “Company”) on Form 10-Q for the periended September 30, 2014 as filed
with the Securities and Exchange Commission ord#tie hereof (the “Report”), Joseph R. Swedish, Chief Executive Officer & @ompany
certify, pursuant to 18 U.S.C. § 1350, as adoptedyant to § 906 of the Sarbanes-Oxley Act of 26Qe;

(1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof1934; an

(2) The information contained in the Report faphgsents, in all material respects, the finaraaldition and results of operations
of the Company.

/s/ JOSEPH R. SWEDISH

Joseph R. Swedish
President and Chief Executive Officer

October 29, 2014



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 WellRgimc. (the “Company”) on Form 10-Q for the periended September 30, 2014 as filed
with the Securities and Exchange Commission ort#tte hereof (the “Report”), I, Wayne S. DeVeydteEixtive Vice President and Chief
Financial Officer of the Company, certify, pursuémtl8 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 Exchangeof1934; an

(2) The information contained in the Report faphgsents, in all material respects, the finaraaldition and results of operations
of the Company.

/sl WAYNE S. DEVEYDT

Wayne S. DeVeydt
Executive Vice President and Chief Financial Office

October 29, 2014




