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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

WellPoint, Inc.
Consolidated Balance Sheets

December 31

June 30,
2012 2011
(In millions, except share dat (Unaudited
Assets
Current asset
Cash and cash equivale| $ 1,953. $ 2,201.¢
Investments availak-for-sale, at fair value
Fixed maturity securities (amortized cost of $1&,44and $15,233.¢ 17,206.: 15,913.:
Equity securities (cost of $847.2 and $93 1,139. 1,188.:
Other invested assets, currn 16.C 14.€
Accrued investment incorr 164.¢ 172.C
Premium and se-funded receivable 3,890.7 3,402.¢
Other receivable 935.t 943.¢
Income taxes receivab 137.¢ 105.¢
Securities lending collater 765.¢ 871.¢
Deferred tax assets, r 347.F 424.¢
Other current asse 1,913.¢ 1,859.(
Total current asse 28,470.: 27,097 .«
Long-term investments availal-for-sale, at fair value
Fixed maturity securities (amortized cost of $244n@ $240.8 247.] 246.¢
Equity securities (cost of $26.8 and $2¢ 29.1 28.¢
Other invested assets, lc-term 1,191.; 1,103.¢
Property and equipment, r 1,478.¢ 1,418..
Goodwill 14,534 13,858."
Other intangible asse 8,126.: 7,931
Other noncurrent asse 458.€ 433.€
Total assets $ 54,535.( $ 52,118.
Liabilities and shareholders’ equity
Liabilities
Current liabilities:
Policy liabilities:
Medical claims payabl $ 5,415¢ $ 5,489.(
Reserves for future policy benef 61.€ 55.1
Other policyholder liabilitie! 2,277.% 2,278.:
Total policy liabilities 7,755.( 7,822.¢
Unearned incom 1,707.¢ 926.5
Accounts payable and accrued expel 2,788.t 3,124..
Security trades pending payal 188.1 51.7
Securities lending payab 766.< 872.t
Shor-term borrowings 200.C 100.(
Current portion of lon-term debt 813.7 1,274k
Other current liabilitie: 1,958.¢ 1,727..
Total current liabilities 16,177.¢ 15,898."
Long-term debt, less current porti 10,135.¢ 8,420.¢
Reserves for future policy benefits, noncurt 696.1 730.7
Deferred tax liabilities, ne 2,868.¢ 2,724.(
Other noncurrent liabilitie 1,013.¢ 1,055.¢
Total liabilities 30,891.: 28,830.:
Commitment and contingenci- Note 10
Shareholders’ equity
Preferred stock, without par value, shares auted- 100,000,000; shares issued and outstar— none — —
Common stock, par value $0.01, shares autho- 900,000,000; shares issued and outstanding: 3284%@nd 339,372,6¢ 3.2 34
Additional paic-in capital 11,204.« 11,679.:
Retained earning 12,224.( 11,490.
Accumulated other comprehensive incc 212.2 114.¢
Total shareholders’ equity 23,643.¢ 23,288.:
Total liabilities and shareholders’ equity $ 54,535.( $ 52,118.

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

(Unaudited)
Three Months Ended Six Months Ended
June 30 June 30

(In millions, except per share dat 2012 2011 2012 2011
Revenues
Premiums $14,161.(  $13,913.¢  $28,299.! $27,597.
Administrative fee: 977.5 957.% 1,973.: 1,919.°
Other revenui 34.¢ 8.5 50.7 17.2
Total operating revenue 15,173.: 14,879.! 30,323.! 29,534.1
Net investment incom 169.< 187.¢ 338.¢ 372.¢
Net realized gains on investmel 70.k 41.F 177.2 98.¢€
Otherthar-temporary impairment losses on investme

Total othe-thar-temporary impairment losses on investme (6.5) (11.1) (20.2) (15.9)

Portion of other-than-temporary impairment losszognized in other

comprehensive incon 0.6 2.7 3.4 5.1

Other-thar-temporary impairment losses recognized in inci (5.9 (8.4) (16.§) (10.¢)
Total revenues 15,407.. 15,100. 30,822.! 29,995.(
Expense:
Benefit expens 12,093.: 11,922.( 23,865.1 23,150.1
Selling, general and administrative exper

Selling expens 393.( 405.¢ 786.% 802.¢

General and administrative expel 1,688.¢ 1,605.! 3,461.: 3,285.(
Total selling, general and administrative expens 2,081.¢ 2,011.: 4,247." 4,087.¢
Cost of product: 6.7 — 6.7 —
Interest expens 117.¢ 103.¢ 226.7 209.t
Amortization of other intangible ass¢ 59.t 56.€ 118.2 113.¢
Total expenses 14,358. 14,093.. 28,464.. 27,560.!
Income before income tax expens 1,048.¢ 1,007. 2,358.¢ 2,434.!
Income tax expens 405.( 305.¢ 858.C 806.%
Net income $ 643€ $ 701€¢ $1500. $1,628.:
Net income per share
Basic $ 19 $ 19z $ 45 $ 4.4
Diluted $ 194 $ 18 $ 44t $ 43¢
Dividends per share $ 0287 $ 028 $ 0575( $ 0.5¢C

See accompanying notes.
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WellPoint, Inc.

Consolidated Statements of Comprehensive Income

(In millions)

Net income

Other comprehensive income, net of tax

Change in net unrealized gains/losses on invesy

(Unaudited)

Change in nc-credit component of oth-thar-temporary impairment losses

investment:
Change in net unrealized gains/losses on cashtfenge:s
Change in net periodic pension and postretiremests
Foreign currency translation adjustme

Other comprehensive (loss) incom
Total comprehensive income

See accompanying notes.

Three Months Ended

Six Months Ended

June 30 June 30

2012 2011 2012 2011
$643.¢ $701.¢ $1,500.: $1,628.:
(27.2) 85.2 80.2 98.(
(0.4) — 4.4 4.2
(0.2) 0.2 0.4 0.7
6.3 54 13.C 13.7
(1.4) 1.4 (0.7) 2.4
(22.¢) 92.5 97.2 119.1
$620.¢ $793.¢ $1,597. $1,747.:
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WellPoint, Inc.
Consolidated Statements of Cash Flows
(Unaudited)

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

Net cash provided by operating activities
Investing activities
Purchases of fixed maturity securit
Proceeds from fixed maturity securiti

Sales

Maturities, calls and redemptio
Purchases of equity securiti
Proceeds from sales of equity securi
Purchases of other invested as
Proceeds from sales of other invested as
Changes in securities lending collate
Purchases of subsidiaries, net of cash acq!
Purchases of property and equipm
Proceeds from sales of property and equipr
Other, ne
Net cash used in investing activitie
Financing activities
Net (repayments of) proceeds from commercial papeowings
Proceeds from lor-term borrowings
Repayments of lor-term borrowings
Proceeds from she«term borrowings
Repayments of she-term borrowings
Changes in securities lending paya
Changes in bank overdra
Repurchase and retirement of common s
Cash dividend
Proceeds from issuance of common stock under ere@lstock plan
Excess tax benefits from sh-based compensatic
Net cash used in financing activities
Effect of foreign exchange rates on cash and cashugvalents
Change in cash and cash equivalt
Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of period

See accompanying notes.

Six Months Ended

June 30

2012 2011
$1,500.: $1,628.:
(177.9 (98.€)
16.€ 10.€
1.€ 1.8
87.€ 111.2
313. 258.:
47.4 47.2
71t 60.¢
(22.7) (36.1)
(466.9) (58.6€)
(14.9 (18.9)
(77.3) (137.6)
(101.9 526.¢
781.: 146.7
(380.9) (456.2)
187.t 108.]
(3.6) (186.2)
(17.€) (21.0)
1,744.¢ 1,886.°
(7,278.9) (6,351.)
5,449. 4,982.¢
875.1 1,204.¢
(186.€) (194.9
276.1 724
(95.¢) (61.%)
18.7 14.C
106.1 89.7

(905.9) —
(226.0) (206.€)
0.3 3.C
(0.9 (23.7)
(1,967.9) (470.2)
(10.5) 600.¢

1,722.¢ —
(451.7) (702.%)
300.( 100.(
(200.0 (200.0
(106.7) (89.7)
(23.9) 71.1
(1,173.9) (1,456.)
(189.9) (183.9
83.7 215.2
22.7 36.1
(25.2) (1,509.)
(0.7) 3.8
(248.5) (89.0
2,201.¢ 1,788.¢
$1,953.. $1,699.¢
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WellPoint, Inc.

Consolidated Statements of Shareholders’ Equity
(Unaudited)

Common Stock

Accumulated
Other

Total

Number of Additional Comprehensive Shareholders’
Par Paid-in Retained
(In millions) Shares Value Capital Earnings Income Equity
January 1, 2012 339.4 $34 $11,679.: $11,490. $ 114.¢ $ 23,288.:
Net income — — — 1,500.: — 1,500.:
Other comprehensive incor — — — — 97.3 97.2
Repurchase and retirement of common s (17.9 (0.2 (597.9 (575.5) — (1,173.¢)
Dividends and dividend equivaler — — — (191.9) — (191.9)
Issuance of common stock under employee stock §
net of related tax benefi 3.2 — 123.] — — 123.1
June 30, 201 325.2 $3.2 $11,204. $12,224.( $ 212.2 $ 23,643.1
January 1, 201 377.5 $ 3.8 $12,862.( $10,721.4 $ 224.¢ $ 23,812.1
Net income — — — 1,628.. — 1,628..
Other comprehensive incor — — — — 119.1 119.1
Repurchase and retirement of common s (20.¢) (0.2 (710.2) (745.9) — (1,456.9)
Dividends and dividend equivaler — — — (185.9) — (185.9)
Issuance of common stock under employee stock f
net of related tax benefi 5.3 — 263.t — — 263.t
June 30, 201 362.2 $3.€ $12,415.¢ $11,418.: $ 343.7 $ 24,181.

See accompanying notes.
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WellPoint, Inc.
Notes to Consolidated Financial Statements
(Unaudited)
June 30, 2012

(In Millions, Except Per Share Data or As Otherw&ated Herein)

1. Organization

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

We are one of the largest health benefits companittee United States, serving 33.5 medical memthemugh our affiliated health plans
and more than 65.0 individuals through all subsidgas of June 30, 2012. We offer a broad speatfumetwork-based managed care plans to
large and small employer, individual, Medicaid aetior markets. Our managed care plans includémpee provider organizations, or PPOs;
health maintenance organizations, or HMOs; poirget¥ice, or POS, plans; traditional indemnity glamd other hybrid plans, including
consumer-driven health plans, or CDHPs; and hdspitig and limited benefit products. In additionewrovide a broad array of managed care
services to self-funded customers, including clgimessing, underwriting, stop loss insuranceja! services, provider network access,
medical cost management, disease management, sgefinegrams and other administrative services. fgge an array of specialty and ot
insurance products and services such as behahieaith benefit services, dental, vision, life ahdility insurance benefits, radiology benefit
management, analytics-driven personal health azidagce and long-term care insurance. We also geosérvices to the Federal Government
in connection with the Federal Employee ProgrankEP, and various Medicare programs. Finally, wecsatact lenses, eyeglasses and other
ocular products through our recently acquired 1-8@NTACTS, Inc., or 1-800 CONTACTS, subsidiary.

We are an independent licensee of the Blue Crad8are Shield Association, or BCBSA, an associatibimdependent health benefit
plans. We serve our members as the Blue Crossskeefor California; the Blue Cross and Blue ShietfdBCBS, licensee for Colorado,
Connecticut, Georgia, Indiana, Kentucky, Maine, $digri (excluding 30 counties in the Kansas Cityagrdlevada, New Hampshire, New Y1
(as the BCBS licensee in 10 New York City metrog@wmliand surrounding counties and as the Blue @noBEBS licensee in selected upstate
counties only), Ohio, Virginia (excluding the Noetin Virginia suburbs of Washington, D.C.) and Wissia. In a majority of these service
areas we do business as Anthem Blue Cross, AntHeen@oss and Blue Shield, Blue Cross and Bluel&lieGeorgia, Empire Blue Cross
Blue Shield, or Empire Blue Cross (in our New Ysgkvice areas). We also serve customers throughewbuntry as UniCare, and in certain
California, Arizona and Nevada markets through©areMore Health Group, Inc., or CareMore, subsydidfe are licensed to conduct
insurance operations in all 50 states through ohbsigliaries.

2. Basis of Presentatior

The accompanying unaudited consolidated finantééments have been prepared in accordance withgdrerally accepted accounting
principles, or GAAP, for interim financial reporginAccordingly, they do not include all of the infeation and footnotes required by GAAP
complete financial statements. We have omittechgefootnote disclosures that would substantiallplitate the disclosures in our 2011
Annual Report on Form 10-K, unless the informationtained in those disclosures materially changesd i@quired by GAAP. In the opinion
of management, all adjustments, including normelinéng adjustments, necessary for a fair statemgtite consolidated financial statements
as of and for the three and six months ended JOn2032 and 2011 have been recorded. The resubigeshtions for the three and six months
ended June 30, 2012 are not necessarily indicafitlee results that may be expected for the fuliryending December 31, 2012. These
unaudited consolidated financial statements shibeltead in conjunction with our audited consoliddteancial statements for the year ended
December 31, 2011 included in our 2011 Annual Remoform 10-K.

-8-
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Certain of our subsidiaries operate outside olthied States and have functional currencies dtfeer the U.S. dollar, or USD. We
translate the assets and liabilities of those slidrsés to USD using the exchange rate in effetheaend of the period. We translate the
revenues and expenses of those subsidiaries tousBD the average exchange rates in effect duniegériod. The net effect of these
translation adjustments is included in “Foreignreacy translation adjustments” in our consolidattdements of comprehensive income.

Certain prior period amounts have been reclassifienform to the current period presentation.

3. Business Combinations
Acquisition of -800 CONTACTS

On June 20, 2012, we completed our acquisition®a CONTACTS, the largest direct-to-consumer tetaif contact lenses in the
United States, whose model is built on providirgpperior customer experience and a wide selecfipnoducts at affordable prices. The
acquisition strategically aligns with our effortsdapitalize on new opportunities for growth, amgedsifies our revenue stream into the
complementary and higher-margin eyewear business.

In accordance with Financial Accounting Standardar, or FASB, Accounting Standards Codificatio®-80Business Combinationsy
ASC 805, the preliminary consideration transfemses allocated to the fair value of 1-800 CONTACESSets acquired and liabilities assur
including identifiable intangible assets. The escefthe consideration transferred over the faineaf net assets acquired resulted in
preliminary non tax-deductible goodwill of $6732Jane 30, 2012, all of which was allocated to@ammercial segment. Preliminary
goodwill recognized from the acquisition of 1-800KRTACTS primarily relates to the expected futurevgth of 1-800 CONTACTS'’ business
and further expansion of product offerings, inchgleyeglasses. In accordance with ASC 805, anyiaddi payments or receipts of cash
resulting from contractual purchase price adjustsienany subsequent adjustments made to the assptsed or liabilities assumed during
the measurement period will be recorded as an g to goodwill.

The preliminary fair value of the net assets aaglifrom 1-800 CONTACTS includes $300.9 of otheamgible assets, which primarily
consist of finite-lived customer relationships with amortization period of 13 years and indefitiited trade names.

The results of operations of 1-800 CONTACTS aréuitked in our consolidated financial statements wittur Commercial segment for
the period following June 20, 2012. 1-800 CONTACI&rently operates under an alliance agreemetieoAlliance, with an unrelated third
party to provide for the joint management, markgtind fulfilment of orders for products. Profitsdalosses of the Alliance are allocated to 1-
800 CONTACTS based on the terms set forth in tHerAde agreement. Product sales made by 1-800 C@NBAare reported on our
consolidated income statement within “Other revérame expenses for the cost of products sold, dsaseertain other allowed expenses as
defined in the Alliance agreement, are presentedunrconsolidated income statement within “Cogprafducts.”The Alliance will terminate o
December 31, 2012.

The pro-forma effects of this acquisition for prgriods were not material to our consolidatedItesii operations.

Pending Acquisition of AMERIGROUP Corporati

On July 9, 2012, we announced that we had entetediidefinitive agreement to acquire AMERIGROURg@oation, or Amerigroup,
one of the nation’s leading managed care companétss focused on meeting the health care neefisasfcially vulnerable Americans. This
acquisition will further our goal of creating betteealth care quality at more affordable pricesdior customers. It will also advance our
capabilities to more effectively and efficientlyrge the growing Medicaid population, including #wpanding dual eligible, seniors, persons
with disabilities and long-term services and suppuarkets. Under the terms of the agreement, wiepajl $92.00 per share in cash to acquire
all of the outstanding shares of Amerigroup foreatimated transaction

-0-
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value of approximately $4,900.0. The acquisitiomxpected to close by the end of the first quart&013 and is subject to certain state

regulatory approvals, standard closing conditicnstomary approvals required under the Hart-Scottid Antitrust Improvements Act and
the approval of Amerigroup’s stockholders.

4. Restructuring Activities

As a result of restructuring activities implementding 2011, 2010 and 2009, we recorded liabdlifer employee termination costs and
lease and other contract exit costs. The resthmcfactivities are classified as components of ggrend administrative expenses in the
consolidated statements of income for the respegtariod in which they occurred.

The 2011 restructuring activities were initiatecha®sult of our efforts to improve, streamline amake our core business processes more
efficient and effective. Activity related to thelsgbilities for the six months ended June 30, 2d#2reportable segment, is as follows:

Commercial Consumel Other Total
2011 Restructuring Activities
Employee termination cost
Liability for employee termination costs at Januar®012 $ 51k $ 11.¢ $0.7 $64.5
Payment: (9.8 (2.2 (0.7 (12.1)
Liability releasec (1.2 (0.3 = (1.9
Liability for employee termination costs at June 3012 40.¢ 9.3 0.€ 50.7
Lease and other contract exit co:
Liability for lease and other contract exit codtdanuary 1, 201 17.2 5.7 1.¢ 24.¢
Payment: (2.0 (0.6) (0.8 (3.9
Liability releasec (1.7) (0.9 = (1.5
Liability for lease and other contract exit costgne 30, 201 14.1 4.7 _1a 19.¢
Total liability for 2011 restructuring activities dune 30, 201 $ 54¢ $ 14cC $17 $ 70.€

The 2010 restructuring activities were initiatechagsult of a change in strategic focus primarnilyesponse to federal health care reform
legislation. At June 30, 2012, our total liabilfyr 2010 restructuring activities was $14.9, of ehh$8.2 related to employee termination costs
and $6.7 related to lease and other contract estscWe expect the remaining payments for empltsmeination costs to be substantially
completed by the end of 2012. Payments for leadeotirer contract exit costs will continue to ocouer the remaining terms of the related
contracts, which have expiration dates rangingutho2020.

The 2009 restructuring activities were executed essult of a realignment of our corporate stratégyune 30, 2012, our total liability
for 2009 restructuring activities was $28.1, whighs primarily comprised of lease and other conteaitcosts. Payments for lease and other
contract exit costs will continue to occur over thmaining terms of the related contracts, whickehexpiration dates ranging through 2020.

5. Investments

We evaluate our investment securities for othentfeenporary declines based on qualitative and dfaéine factors. Other-than-
temporary impairment losses recognized in incorteded $5.9 and $8.4 for the three months ended 3002012 and 2011, respectively.
Other-than-temporary impairment losses recognimeddome totaled $16.8 and $10.8 for the six moetided June 30, 2012 and 2011,
respectively. There were no individually signifitather-than-temporary impairment losses on investsiby issuer during the three and six
months ended June 30, 2012 and 2011. We conting¥iw our investment portfolios under our impaémhreview policy. Given the current
market conditions and the significant judgment®olagd, there is a continuing risk that further dees in fair value may occur and additional
material other-than-temporary impairment lossefgastments may be recorded in future periods.

-1C-
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The changes in the amount of the credit componfather-than-temporary impairment losses on fixexturity securities recognized in
income, for which a portion of the other-than-temgrg impairment losses was recognized in other celgmsive income, was not material for
the three and six months ended June 30, 2012 akd 20

A summary of current and long-term investmentsjlabibe-for-sale, at June 30, 2012 and Decembe2@11 is as follows:

Non-Credit
Gross Unrealized Losse Component o
Other-Than-
Temporary
Cost or Gross Impairments
Amortized Unrealized Less than Greater than Estimated Recognized ir
Cost Gains 12 Months 12 Months Fair Value AOCI
June 30, 2012
Fixed maturity securitie:
United States Government securi $ 587.C $ 20.7 $ (0.2 $ — $ 607t $ —
Government sponsored securit 180.¢ 2.3 — — 183.1 —
States, municipalities and political subdivisio
tax-exempt 5,046.: 369.¢ (2.7) (5.9 5,407.t —
Corporate securitie 7,619.: 316.7 (36.]) (13.6€) 7,886.: 1.7
Options embedded in convertible debt secur 72.5 — — — 72.35 —
Residential mortga¢-backed securitie 2,544.; 111.3 (2.6) (7.9 2,645.¢ (0.9)
Commercial mortga¢-backed securitie 363.( 19.4 (2.0 (2.0 379.¢ —
Other debt obligation 272.¢ 4.8 (0.9 (5.7 271.¢ (1.3
Total fixed maturity securitie 16,685. 845.( (43.0 (34.5) 17,453.0 $ (3.9
Equity securitie: 874.( 309.1 (14.6) — 1,168.!
Total investments, availat-for-sale $17,559."  $1,154.: $ (57.9 $ (345  $18,621.
December 31, 2011
Fixed maturity securitie:
United States Government securit $ 564¢ $ 39.¢ $ (0] $ — $ 6047 $ —
Government sponsored securit 173.1 2.3 — — 175.€ —
States, municipalities and political subdivisi-
tax-exempt 4,994.; 352.% (3.9 (15.0 5,327.¢ (0.5)
Corporate securitie 6,588.( 305.: (88.9 (6.9 6,798.( (0.9)
Options embedded in convertible debt secur 79.7 — — — 79.7 —
Residential mortgar-backed securitie 2,471. 112.1 (7.6) (10.9) 2,565.( (6.2
Commercial mortga¢-backed securitie 363.2 14.¢ (2.0 1.7 375.¢ —
Other debt obligation 239.¢ 3.1 (2.0 (7.0) 233.¢ (3.2
Total fixed maturity securitie 15,474.. 830.1 (103.0 (41.€ 16,159.¢ % (10.9
Equity securitie: 966.1 277.( (26.2) — 1,216.¢
Total investments, availat-for-sale $16,440.!  $1,107.: $ (129.9) $ (416  $17,376.
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At June 30, 2012, we owned $3,025.0 of mortgagédrhsecurities and $271.6 of asset-backed seauatieof a total available-for-sale
investment portfolio of $18,621.7. These securitietuded sub-prime and Alt-A securities with faalues of $50.4 and $144.0, respectively.
These sub-prime and Alt-A securities had accumdlagt unrealized losses of $5.0 and $2.9, respygtiVhe average credit rating of the sub-
prime and Alt-A securities was “B” and “B”, respietly.

The following tables summarize for fixed maturigcarities and equity securities in an unrealized jposition at June 30, 2012 and
December 31, 2011, the aggregate fair value angsgrorealized loss by length of time those seesrhiave been continuously in an unrealized
loss position.

12 Months or Less Greater than 12 Months
Gross Gross
Number of Unrealized Number of Estimated Unrealized
Estimated
(Securities are whole amounts) Securities Fair Value Loss Securities Fair Value Loss
June 30, 2012
Fixed maturity securitie:
United States Government securi 17 $ 117.5 $ (0.2 — $ — $ —
States, municipalities and political subdivisions-
tax-exempt 10€ 289.¢ (2.7 40 95.C (5.9
Corporate securitie 874 1,355.¢ (36.1) 117 97.t (13.¢)
Residential mortga¢-backed securitie 64 155.¢ (2.€) 68 96.€ (7.9)
Commercial mortga¢-backed securitie 15 19.7 (2.0 7 11.¢ (2.0
Other debt obligation 28 50.¢ (0.9 24 31.8 (5.7
Total fixed maturity securitie 1,104 1,989.: (43.0 25€ 332.2 (34.5)
Equity securitie: 1,157 140.Z (14.6) — — —
Total fixed maturity and equity secur 2,25¢ $2,129. $ (57.6) 25€ $ 332.C $ (34.5
December 31, 2011
Fixed maturity securities
United States Government securit 3 $ 7.1 $ (0.2 — $ — $ —
States, municipalities and political subdivisi-
tax-exempt 19 86.€ (3.9) 84 195.2 (15.0
Corporate securitie 1,047 1,798.: (88.9 36 35.4 (6.9
Residential mortgac-backed securitie 91 170.< (7.€) 65 78.C (20.9)
Commercial mortga¢-backed securitie 14 27.7 (2.0 5 15.€ 2.7
Other debt obligation 41 118.k (2.0 31 32.7 (7.2)
Total fixed maturity securitie 1,21¢ 2,208.¢ (203.0 221 356.¢ (41.¢)
Equity securitie: 1,137 271.¢ (26.2) — — —
Total fixed maturity and equity securi 2,352 $2,480.( $ (129.7) 221 $ 356.¢ $ (41.¢)

The amortized cost and fair value of fixed matusiécurities at June 30, 2012, by contractual nigfuare shown below. Expected
maturities may differ from contractual maturitieschuse the issuers of the securities may havegthteto prepay obligations without
prepayment penalties.

Amortized Estimated

Cost Fair Value

Due in one year or less $ 732.€ $ 744F%
Due after one year through five ye 4,678." 4,862.(
Due after five years through ten ye 4,299.¢ 4,568.t
Due after ten yeal 4,067 .« 4,253.:
Mortgage-backed securitie 2,907.1 3,025.(
Total availabl-for-sale fixed maturity securitie $16,685. $17,453..
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During the six months ended June 30, 2012, we $8Jd25.5 of fixed maturity and equity securitiehieh resulted in gross realized ge
of $255.1 and gross realized losses of $77.7 .drotdinary course of business, we may sell seeardt a loss for a number of reasons,
including, but not limited to: (i) changes in thevéstment environment; (ii) expectation that thevalue could deteriorate further; (iii) desire
reduce exposure to an issuer or an industry; fi@nges in credit quality; or (v) changes in expeécish flow.

All securities sold resulting in investment gaimsl dosses are recorded on the trade date. Regj@gd and losses are determined on the
basis of the cost or amortized cost of the spesditurities sold.

6. Fair Value

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

Level Input: Input Definition:
Level | Inputs are unadjusted, quoted prices for identesakts or liabilities in active markets at the
measurement dat

Level Il Inputs other than quoted prices included in Levbbt are observable for the asset or liability
through corroboration with market data at the mezrsent date

Level I Unobservable inputs that reflect manager's best estimate of what market participants wosk
in pricing the asset or liability at the measuretrdate.

The following methods, assumptions and inputs weral to determine the fair value of each clashefallowing assets and liabilities
recorded at fair value in the consolidated balastm®ets:

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

Fixed maturity securities, available-for-saleair values of available-for-sale fixed maturitggeties are based on quoted market prices,
where available. These fair values are obtainadamily from third party pricing services, which gaally use Level | or Level Il inputs for the
determination of fair value to facilitate fair valuneasurements and disclosures. United States @oeat securities represent Level |
securities, while Level Il securities primarily Inde corporate securities, securities from statesicipalities and political subdivisions and
mortgage-backed securities. For securities notelgtiraded, the third party pricing services mag quoted market prices of comparable
instruments or discounted cash flow analyses, parating inputs that are currently observable ertiarkets for similar securities. We have
controls in place to review the third party priciegrvices’ qualifications and procedures used terdgne fair values. In addition, we
periodically review the third party pricing servi@ricing methodologies, data sources and prigipgits to ensure the fair values obtained are
reasonable. Inputs that are often used in the tialuenethodologies include, but are not limiteddmker quotes, benchmark yields, credit
spreads, default rates and prepayment speeds.StVaale certain fixed maturity securities, primacibrporate debt securities that are
designated Level Ill securities. For these seasitihe valuation methodologies may incorporat&érquotes or discounted cash flow anal
using assumptions for inputs such as expectedfteagl, benchmark yields and credit spreads thahatebservable in the markets.

Equity securities, available-for-sal€air values of equity securities are generally giesied as Level | and are based on quoted market
prices. For certain equity securities, quoted migpkiees for the identical security are not alwaysilable and the fair value is estimated by
reference to similar securities for which quoteidgs are available. These securities are desighatesl |[I. We also have certain equity
securities, including private
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equity securities, for which the fair value is gsited based on each secustgurrent condition and future cash flow projecsiocBuch securitit
are designated Level Ill. The fair values of thpgeate equity securities are generally based tireebroker quotes or discounted cash flow
projections using assumptions for inputs such asvighted average cost of capital, long-term reeggrowth rates and earnings before
interest, taxes, depreciation and amortizatiorsBITDA, and/or revenue multiples that are not obable in the markets.

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

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

Derivatives-interest rate swapBair values are based on the quoted market pricéisebfinancial institution that is the counterpyeatd the
swap. We independently verify prices provided g ¢bunterparties using valuation models that inm@i@ market observable inputs for
similar interest rate swaps.

-14-



Table of Contents

A summary of fair value measurements by level &xets measured at fair value on a recurring badisne 30, 2012 and December 31,
2011 is as follows:

Level | Level Il Level Il Total
June 30, 2012
Assets:
Cash equivalent $ 929¢ $ — $ — $ 929.¢
Investments availat-for-sale:
Fixed maturity securities
United States Government securit 607.t — — 607.t
Government sponsored securit — 183.1 — 183.1
States, municipalities and political subdivisic- tax-exempt — 5,407.t — 5,407.!
Corporate securitie — 7,758.% 127.7 7,886.:
Options embedded in convertible debt secur — 72.5 — 72.%
Residential mortga¢-backed securitie — 2,644.; 14 2,645.¢
Commercial mortga¢-backed securitie — 374.1 5.3 379.
Other debt obligation — 267. 3.9 271.¢
Total fixed maturity securitie 607.t 16,707.. 138.< 17,453..
Equity securitie: 1,022t 117.2 28.¢ 1,168.!
Other invested assets, curn 16.C — — 16.C
Securities lending collater 304.2 461.% — 765.¢
Derivatives excluding embedded options (reporteti wiher asset: — 79.¢ — 79.¢
Total assets $2,880.. $17,365.¢ $167.1 $20,413.
December 31, 2011
Assets:
Cash equivalent $1,675.6 $ — $ — $ 1,675.¢
Investments availakt-for-sale:
Fixed maturity securities
United States Government securit 604.7 — — 604.7
Government sponsored securit — 175.¢ — 175.¢
States, municipalities and political subdivisic- tax-exempt — 5,327.¢ — 5,327.¢
Corporate securitie — 6,602.¢ 195.1 6,798.(
Options embedded in convertible debt secur — 79.7 — 79.7
Residential mortga¢-backed securitie — 2,565.( — 2,565.(
Commercial mortga¢-backed securitie — 369.1 6.3 375.¢
Other debt obligation — 174.¢ 59.C 233.¢
Total fixed maturity securitie 604.7 15,294.¢ 260.4 16,159.¢
Equity securitie: 1,104.¢ 87.€ 24.4 1,216.¢
Other invested assets, curn 14.¢ — — 14.¢
Securities lending collater 422.% 449.1 — 871.
Derivatives excluding embedded options (reporteti wiher asset: — 86.€ — 86.€
Total assets $3,822.¢  $15,918.. $284.t  $20,025.:
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A reconciliation of the beginning and ending baksof assets measured at fair value on a recuses$ using Level Il inputs for the

three months ended June 30, 2012 and 2011 islaws$ol

Residentia
Corporate Mortgage-
backed
Securities Securities
Three Months Ended June 30, 2017
Beginning balance at April 1, 20: $ 109. $ 14
Total gains (losses
Recognized in net incon 0.3 —
Recognized in accumulated other
comprehensive incon (0.€) —
Purchase 27.4 —
Sales 3.2 —
Issues — —
Settlement: (7.2 —
Transfers into Level Il 1.7 —
Transfers out of Level Il — —
Ending balance at June 30, 2( $ 127.7 $ 14
Change in unrealized losses included in net
income related to assets still held for the thi
months ended June 30, 2( $ — $ —
Three Months Ended June 30, 2011
Beginning balance at April 1, 20: $ 252.( $ 36
Total gains (losses
Recognized in net incon 5.1 —
Recognized in accumulated ot}
comprehensive incon 4.9 —
Purchase 9.8 —
Sales (3.9 (3.6)
Issues — —
Settlement: (116.9) —
Transfers into Level Il 41.4 —
Transfers out of Level Il — —
Ending balance at June 30, 2( $ 182.¢ $ —
Change in unrealized losses included in
income related to assets still held for the three
months ended June 30, 2( $ — $ —
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Commercial
Mortgage-
backed
Securities

$ J—
34
1
$ 5.3
$ —
$ 8.C
(0.4)
5.5
$ 13.1
$ —

Other Debt
Equity
Obligations Securities
$ 8.7 $ 20.¢
— 0.1
0.1 4.9
— 0.2
(6.6) (0.4)
(0.3 —
2.C 12.t
$ 3.9 $ 28.t
$ — $ —
$ 71 $ 28.2
(0.2) (2.4)
(1.1) 2.
2.7 0.1
(4.9 —
(4.7 —
— 0.2
$ 63.¢£ $ 29.C
$ (0.2 $ (249

Total

$ 139.¢
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A reconciliation of the beginning and ending baksof assets measured at fair value on a recusensig using Level Il inputs for the ¢
months ended June 30, 2012 and 2011 is as follows:

Residentia Commercial
Corporate Mortgage- Mortgage- Other Debt
backed backed Equity
Securities Securities Securities Obligations Securities Total
Six Months Ended June 30, 201~
Beginning balance at January 1, 2! $ 195.1 $ — $ 6.3 $ 59.C $ 241 $ 284.¢
Total gains (losses
Recognized in net incon 15.5 — — 0.1 (0.3 15.2
Recognized in accumulated other
comprehensive incon (17.5) — — 0.2 (7.7) (25.0
Purchase 46.2 — 34 — 0.2 49.¢
Sales (5.2 — — (6.6) (0.9) (12.7)
Issues — — — — — —
Settlement: (58.¢) — — (0.8 — (59.6)
Transfers into Level Il 1.7 14 1.9 2.C 12.5 19.5
Transfers out of Level (49.9) — 6.3) (50.0) — (105.%)
Ending balance at June 30, 2( $ 127.7 $ 14 $ 5.3 $ 3.9 $ 28.t $ 167.7
Change in unrealized losses included in net
income related to assets still held for the si»
months ended June 30, 2C $ — $ — $ — $ — $ (0.9 $ (049
Six Months Ended June 30, 2011
Beginning balance at January 1, 2! $ 278.¢ $ 38 $ 7.8 $ 814 $ 17.2 $ 388.1
Total gains (losses
Recognized in net incon 6.5 — — (0.6) (3.9 2.C
Recognized in accumulated ot}
comprehensive incon (6.5) — 0.5 1.C 5.7 0.7
Purchase 15.: — — 3.5 10.1 28.¢
Sales (23.9 (3.6) — (11.5 (0.9) (39.9
Issues — — — — — —
Settlement: (128.¢) (0.2 (0.7) (10.0 — (139.9
Transfers into Level Il 41.4 — B3 — 0.2 47.1
Transfers out of Level Il — — — — — —
Ending balance at June 30, 2( $ 182.¢ $ — $ 13.1 $ 63. $ 29.C $ 288.t
Change in unrealized losses included in
income related to assets still held for the six
months ended June 30, 2C $ — $ — $  — $ (03 $ (3.9 $ (4.2

Transfers between levels, if any, are recorded #sedbeginning of the reporting period. During #be months ended June 30, 2012,
certain securities, primarily equity securitiestttvere previously classified as Level Il were sfanred into Level 11l as a result of previously
observable inputs becoming unobservable due toeharéctivity. During the six months ended JuneZl 2, the transfers out of Level Il of
corporate securities and commercial mortgage-basg&edrities were for certain sub-prime securitiesgferred from Level Ill to Level Il as a
result of inputs that were previously unobservdtg@eoming observable due to increased volume ard ddrading in active markets. In
addition, the transfers out of Level Il of othextd obligations were for certain inverse floatiatersecurities transferred from Level Il to Le
Il as a result of those securities’ impending matand settlement and recent trading activityiofigr securities in observable markets.

During the three and six months ended June 30,,28&2 were no transfers from Level | to Levebiifrom Level Il to Level I.
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There were no material transfers between LevedVel Il and Level Il during the three and six mosended June 30, 2011.

As disclosed in Note 3, “Business Combinations”,ceepleted our acquisition of 1-800 CONTACTS onel@f, 2012. The preliminary
values of net assets acquired and resulting gobdnd other intangible assets were recorded avédire using Level Il inputs. The majority
1-800 CONTACTS assets acquired and liabilities emsliwere recorded at their carrying values aseftitite of acquisition, as their carrying
values approximated their fair values due to thkart-term nature. The preliminary fair values obdwill and other intangible assets acquired
in our acquisition of 1-800 CONTACTS were intergadstimated based on the income approach. The mepproach estimates fair value
based on the present value of the cash flows lleaa$sets can be expected to generate in the.ffiardeveloped internal estimates for the
expected cash flows and discount rate in the ptesdne calculation. Other than assets acquirediahdities assumed in our acquisition of 1-
800 CONTACTS, there were no assets or liabilitiessured at fair value on a nonrecurring basis duhia three and six months ended
June 30, 2012 or 2011.

Our valuation policy is determined by members aftoeasury and accounting departments. Wheneveilgesour policy is to obtain
guoted market prices in active markets to estirfatesalues for recognition and disclosure purpo¥ebere quoted market prices in active
markets are not available, fair values are estichasing discounted cash flow analyses, broker guat@ther valuation techniques. These
techniques are significantly affected by our assionp, including discount rates and estimates ufreicash flows. Potential taxes and other
transaction costs are not considered in estim&imyalues. Our valuation policy is generally fot@in only one quoted price for each security
from third party pricing services, which are dedwirough recently reported trades for identicadiarilar securities making adjustments
through the reporting date based upon availabl&en@bservable information. When broker quotesuaes, we generally obtain only one
broker quote per security. As we are responsilbi¢hie determination of fair value, we perform madytinalysis on the prices received from
third parties to determine whether the prices assonable estimates of fair value. This analygigiformed by our internal treasury personnel
who are familiar with our investment portfoliosetthird party pricing services engaged and theataln techniques and inputs used. Our
analysis includes a review of month-to-month pfiaetuations. If unusual fluctuations are notedhis review, we may obtain additional
information from other pricing services to valid#éte quoted price. There were no adjustments ttegumarket prices obtained from third
party pricing services during the three and six theended June 30, 2012 or 2011.

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

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

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

The following methods, assumptions and inputs wees to estimate the fair value of each classafitial instrument:

Other invested assets, long-teri@ther invested assets, long-term include primanir investments in limited partnerships, joinbtges
and other non-controlled corporations, as welhascash surrender value of corporate-owned liferarsce policies. In accordance with FASB
guidance, our investments in limited

-18-



Table of Contents

partnerships, joint ventures and other non-coradotiorporations are generally carried at our simattee entities’ undistributed earnings, which
approximates fair value. As these investments atactively traded and the corresponding inputsdarézed from internal estimates, they are
classified as Level Ill. Corporate-owned life inanice policies are classified as Level Ill and amied at the cash surrender value as reported
by the respective insurer, which approximateswvaliue.

Short-term borrowings The fair value of our shoterm borrowings is based on quoted market pricethivsame or similar debt, or, if
qguoted market prices are available, on the cumenket interest rates available to us for debiroflar terms and remaining maturities.

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

Long-term debt-notes and capital leasd$e fair values of our notes are based on quoizdket prices in active markets for the same or
similar debt, or, if no quoted market prices arailable, on the current market observable ratémattd to be available to us for debt of sirr
terms and remaining maturities. Capital leaseslassified as Level Il and are carried at the uodized present value of the minimum lease
payments, which approximates fair value.

A summary of the carrying value and fair value &ydl of financial instruments not recorded at f@ilue on our consolidated balance
sheet at June 30, 2012 are as follows:

Carrying Fair Value
Value Level | Level Il Level Il Total
Assets:
Other invested assets, lc-term $1,191.: $ — $ — $1,191.: $1,191.:
Liabilities:
Debt:
Shor-term borrowings 200.( — 200.( — 200.(
Commercial pape 789.% — 789.2 — 789.:
Notes and capital leas 10,160.( — 11,303.: 31.C 11,334..

A summary of the carrying value and fair valuein&hcial instruments not recorded at fair valueanconsolidated balance sheet at
December 31, 2011 are as follows:

Carrying Fair
Value Value
Assets:
Other invested assets, lc-term $1,103.: $1,103.:
Liabilities:
Debt:
Shor-term borrowings 100.( 100.(
Commercial pape 799.¢ 799.¢
Notes and capital leas 8,895.¢ 9,871.0

7. Income Taxes

During the three months ended June 30, 2012 andl, 24 recognized income tax expense of $405.0 808.8, respectively, which
represents effective tax rates of 38.6% and 30ré$fectively. During the six months ended Jun&€802 and 2011, we recognized income
expense of $858.3 and $806.3, respectively, whéphessents effective tax rates of 36.4% and 33.&%peactively. The increase in the effective
tax rate in 2012 primarily resulted from the nor-teductibility of litigation settlement expensesaciated with the
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settlement of a class action lawsuit in June 201, t a lesser extent, prior year federal ane statlit settlements that occurred during 2011.
These increases were partially offset by lowerimedefore income tax expense. For additional in&tiom regarding the litigation settlement,
see Note 10, “Commitments and Contingencies.”

8. Retirement Benefits

The components of net periodic benefit cost indllitethe consolidated statements of income fottlihee months ended June 30, 2012
and 2011 are as follows:

Pension Benefits Other Benefits

2012 2011 2012 2011
Service cost $ 4.C $ 4.3 $1.7 $1E
Interest cos 19.2 21.2 6.9 7.8
Expected return on asst (33.6 (32.0 (5.3 4.9
Recognized actuarial lo: 7.6 6.4 3.7 2.€
Settlement los 3.C 2k — —
Amortization of prior service crec (0.2) (0.2 (3.9) (3.0
Net periodic benefit co: $ — $ 3.0 $3.€ $4.€

The components of net periodic benefit cost indllitethe consolidated statements of income foisthenonths ended June 30, 2012 and
2011 are as follows:

Pension Benefits Other Benefits

2012 2011 2012 2011
Service cost $ 8.2 $ 8.€ $ 34 $ 3.2
Interest cos 38.2 42.4 13.¢ 16.2
Expected return on asst (67.9) (64.1) (10.5) (8.€)
Recognized actuarial lo: 15.2 12.¢ 7.1 5.2
Settlement los 6.€ 10.7 — —
Amortization of prior service cred (0.9 (0.9 (6.7) (5.9
Net periodic benefit co: $ 0.€ $ 10.1 $ 7.1 $10.€

For the year ending December 31, 2012, no matewidributions are expected to be necessary to thedimployee Retirement Income
Security Act, or ERISA, required funding levelswever, we may elect to make discretionary contrimg up to the maximum amount
deductible for income tax purposes. No contribugiarere made to our retirement benefit plans dutieghree and six months ended June 30,
2012 and 2011.

9. Debt

We have a senior revolving credit facility, or flagility, with certain lenders for general corp@aurposes. The facility, as amended,
provides credit up to $2,000.0, and matures oneBelper 29, 2016. There were no amounts outstandidgruhis facility as of June 30, 201z
at any time during the three and six months thetedn

We have an authorized commercial paper progranp @6 $2,500.0, the proceeds of which may be useddberal corporate purposes.
At June 30, 2012, we had $789.3 outstanding urdeptogram.

At maturity on April 9, 2012, we refinanced the $1@outstanding balance of our 1.430% fixed raweF@ Home Loan Bank secured
loan to a three month term loan with a fixed inserate of 0.370%.
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On May 7, 2012, we issued $850.0 of 3.125% notes2®22 and $900.0 of 4.625% notes due 2042 undeshalf registration statement.
We intend to use the proceeds from this offerimgiforking capital and for general corporate purgoseciuding, but not limited to, repayment
of short-term and long-term debt. The notes hawalldeature that allows us to repurchase the rat@sy time at our option and a put feature
that allows a note holder to require us to repwselthe notes upon the occurrence of both a changmnirol event and a downgrade of the
notes below an investment grade rating.

10. Commitments and Contingencie
Litigation

In the ordinary course of business, we are defesdanor parties to, a number of pending or theead legal actions or proceedings. To
the extent a plaintiff or plaintiffs in the follomy cases have specified in their complaint or ireptourt filings the amount of damages being

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

In the Los Angeles County Superior Court, we afferting a lawsuit filed by the Los Angeles City dtttey alleging the wrongful
rescission of individual insurance policies andespntations made concerning rescission practimpalicies. The suit names WellPoint as
well as Blue Cross of California, or BCC, and B@el& Health Insurance Company, or BCL&H (which naat@nged to Anthem Blue Cross
Life and Health Insurance Company in July 20073hiellPoint subsidiaries. The lawsuit generallggés unfair business practices in a
purported practice of rescinding new individual nieems following the submission of large claims. Tls Angeles City Attorney filed an
amended complaint in October 2010, adding claintaisfepresentation arising from several publicestegnts made by the Company during
2010. The Los Angeles City Attorney is requestiwg thousand five hundred dollars ($2,500) per adkbgiolation of the California Business
and Professions Code. We intend to vigorously dkfbis suit; however, the ultimate outcome canmoptesently determined.

We are currently defending several certified ckagtions filed as a result of the 2001 demutualkiwatf Anthem Insurance Companies,
Inc., or AICI, and the initial public offering obenmon stock, or IPO, for its holding company, Amthénc. (n/k/a WellPoint, Inc.). The suits
name AICI as well as Anthem, Inc., or Anthem, nAWallPoint, Inc. The suits are captionedRmnald Gold, et al. v. Anthem, Inc. et al.; Mary
E. Ormond, et al. v. Anthem, Inc., et al.; and Rdria Mell, Sr., et al. v. Anthem, Inc., et AICI's 2001 Plan of Conversion, or the Plan,
provided for the conversion of AICI from a mutuasiurance company into a stock insurance compargupuat to Indiana law. Under the Plan,
AICI distributed the fair value of the company la¢ time of conversion to its Eligible Statutory Meens, or ESMs, in the form of cash or
Anthem common stock in exchange for their memberstierests in the mutual company. The lawsuitegaly allege that AICI distributed
value to the wrong ESMs or distributed insufficigatue to the ESMs. Iold, cross motions for summary judgment were gramguhit and
denied in part on July 26, 2006 with regard toiisele of sovereign immunity asserted by co-defendiae State of Connecticut, or the State.
The court also denied our motion for summary judginaes to plaintiffs’ claims on January 10, 2005e Btate appealed the denial of its motion
to the Connecticut Supreme Court. We filed a caygseal on the sovereign immunity issue. On May2010, the Court reversed the judgment
of the trial court denying the State’s motion terdiss the plaintiff's claims under sovereign immy@ind dismissed our cross-appeal. The case
was remanded to the trial court for further prodegsl Plaintiffs’ motion for class certification wgranted on December 15, 2011. In the
Ormondsuit, our motion to dismiss was granted in part dewdied in part on March 31, 2008. The Court disgtsthe claims for violation of
federal and state securities laws, for violatiothaf Indiana Demutualization Law, for unjust enn@nt, and for negligent misrepresentation
with respect to ESMs residing in Indiana. On Septen29, 2009, a class was certified with respesbtoe but not all claims asserted in the
plaintiffs’ Fourth Amended Complaint. The class sists of all ESMs residing in Ohio, Indiana, Kettyior Connecticut who received cash
compensation in connection with the demutualizatidre class does not include employers locatedchio @nd Connecticut that received cash
distributions pursuant to the Plan. On July 1, 2@t4é Court issued an Order granting in part antieg in part
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our motion for summary judgment. The Court held the were entitled to judgment on all of plaintiftéaims except those tort claims in
connection with the pricing and sizing of the Anthdnc. IPO. The parties have reached an agreetmeesolve th@Ormondsuit. On June 15,
2012, plaintiffs filed an unopposed motion for préhary approval of a $90.0 cash settlement, inidg&ny amounts to be awarded for
attorneys’ fees and expenses and other costs tmetien the settlement. As a result, during thersonths ended June 30, 2012, we recorded
selling, general and administrative expense of &3f. $0.27 per diluted share, associated withgbidement, which was nateductible for ta
purposes. The Court granted plaintiffisbtion and entered preliminary approval of thelsetent on June 18, 2012. As a result, the tridl tilad
been set for June 18, 2012 was vacated. The ctnmnt was paid on July 3, 2012 into an escrosoact in which the settlement funds will
remain until the Court approves the settlementinalffairness hearing on the settlement is scheldioleOctober 25, 2012. On November 4,
2009 a class was certified in theell suit. That class consists of persons who were oatisly enrolled in the health benefit plan spoeddyy
the City of Cincinnati between June 18, 2001 angéxaber 2, 2001. On March 3, 2010, the Court isguwredrder granting our motion for
summary judgment. As a result, thiell suit has been dismissed. The plaintiffs have fedppeal with the United States Court of Appeals f
the Sixth Circuit Court. Argument on the appeal Wwakl on January 20, 2012. We intend to vigorodsfiend théVlell andGold lawsuits;
however, their ultimate outcome cannot be presatetgrmined.

We are currently a defendant in a putative claismcelating to out-of-network, or OON, reimbursemh of dental claims called
American Dental Association v. WellPoint Healthwatks, Inc. and Blue Cross of CalifornThe lawsuit was filed in March 2002 by the
American Dental Association, and three dentists atgosuing on behalf of themselves and are seéiage on behalf of a nationwide class of
all non-participating dental providers who wereddlaiss than their actual charges for dental sesvicevided to members of some of our
affiliates’ and subsidiaries’ dental plans. Thettls sue as purported assignees of their patiegtd’s to benefits under our dental plans. The
complaint alleges that we breached our contracbigdations in violation of ERISA by paying usuelistomary and reasonable, or UCR, rates,
rather than the dentists’ actual charges, allegesl{yng on undisclosed, non-existent or flawed UddRa. The plaintiffs claim, among other
things, that the data failed to account for differes in geography, provider specialty, outlier ifiigharges, and complexity of procedure. The
complaint further alleges that we were aware thatdata was inappropriate to set UCR rates anduwbabutinely paid OON dentists less than
their actual charges representing that our OON payswere properly determined usual, customaryreasbnable rates. The suit was pending
in the United States District Court for the SouthBistrict of Florida. On December 23, 2011, thetbB¢t Court granted our motion for
summary judgment and dismissed the case. The iffigifiled a notice of appeal with the United S&ateourt of Appeals for the Eleventh
Circuit, which is pending. We intend to vigorouslgfend this suit; however, its ultimate outcomenzdrbe presently determined.

We are currently a defendant in eleven putativescketions relating to OON reimbursement that wersolidated into a single multi-
district lawsuit calledn re WellPoint, Inc. Out-of-Network “UCR” Ratestlgationthat is pending in the United States District Cdartthe
Central District of California. The lawsuits weike#l in 2009. The plaintiffs include current andrfeer members on behalf of a putative clas
members who received OON services for which themt#dnts paid less than billed charges, the Amebhbadical Association, four state
medical associations, OON physicians, chiropractisical psychologists, podiatrists, psychothéstg the American Podiatric Association,
California Chiropractic Association and the Califiar Psychological Association on behalf of a putatilass of all physicians and all non-
physician health care providers, and an OON sulrgiater. In the consolidated complaint, the piffsallege that the defendants violated the
Racketeer Influenced and Corrupt Organizations &cRICO, the Sherman Antitrust Act, ERISA, fedexgulations, and state law by relying
on databases provided by Ingenix in determining Q@Mbursement. A consolidated amended complaistfiked to add allegations in the
lawsuit that OON reimbursement was calculated imperly by methodologies other than the Ingenix dasals. We filed a motion to dismiss
amended consolidated complaint. The motion wastgdain part and denied in part. The court gavepthitiffs permission to replead many of
those claims that were dismissed. The plaintifédfia third amended consolidated complaint repfeadome of the claims that had been
dismissed without prejudice and adding additiotetiesnents in an attempt to bolster other claims fii&/é a motion to dismiss the third
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amended consolidated complaint, which is pendimg. @ON surgical center voluntarily dismissed tloéaims. Fact discovery is complete. At
the end of 2009, we filed a motion in the Unitedt8&s District Court for the Southern District obfitla, or the Florida Court, to enjoin the
claims brought by the medical doctors and doctbrssteopathy and certain medical associations basextior litigation releases, which was
granted in 2011, and that court ordered the pFésrtto dismiss their claims that are barred byriflease. The plaintiffs then filed a petition for
declaratory judgment asking the court to find thaise claims are not barred by the releases frerpribr litigation. We filed a motion to
dismiss the declaratory judgment action, which gr@sted. The plaintiffs appealed the dismissahefdeclaratory judgment to the United
States Court of Appeals for the Eleventh Circuit, the dismissal was upheld. The enjoined physiclave not yet dismissed their claims. The
Florida Court found the enjoined physicians in eompt, but has not yet issued an order on sanctesntend to vigorously defend these
suits; however, their ultimate outcome cannot esently determined.

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

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

(v) there are significant factual issues to be Iety and/or (vi) in many cases, the plaintiffs éawot specified damages in their complaint or in
court filings. For those legal proceedings whelesa is probable, or reasonably possible, and fochwit is possible to reasonably estimate the
amount of the possible loss or range of losses;umently believe that the range of possible lossesxcess of established reserves, for all of
those proceedings is from $0 to approximately $3@0.June 30, 2012. This estimated aggregate @fimgasonably possible losses is based
upon currently available information taking intacaant our best estimate of such losses for which s estimate can be made.

Other Contingencies

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

In addition to the lawsuits described above, weadse involved in other pending and threatenegddiion of the character incidental to
our business, arising out of our operations andewxision of earnings guidance in 2008, and armftilme to time involved as a party in vari
governmental investigations, audits, reviews andiaitrative proceedings. These investigationsjtapceviews and administrative
proceedings include routine and special inquiriesthte insurance departments, state attorneysajetie U.S. Attorney General and
subcommittees of the U.S. Congress. Such invesiiggtaudits, reviews and administrative proceesiomuld result in the imposition of civil
or criminal fines, penalties, other sanctions additzonal rules, regulations or other restrictiamsour business operations. Any liability that
may result from any one of these actions, or inafpgregate, could have a material adverse effeotioconsolidated financial position or
results of operations.
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The National Organization of Life & Health Insur@@uaranty Associations, or NOLHGA, is a voluntarganization consisting of the
state life and health insurance guaranty assonmtircated throughout the U.S. State life and heéaturance guaranty associations, working
together with NOLHGA, provide a safety net for thetiate’s policyholders, ensuring that they corgitmireceive coverage even if their insurer
is declared insolvent. We are aware that the Pdversia Insurance Commissioner, or Insurance Coniatiss, has placed Penn Treaty
Network America Insurance Company and its subsydéamerican Network Insurance Company, or colledyiveenn Treaty, in rehabilitatio
an intermediate action before insolvency. The statet has ordered that the Commissioner providepaiated plan of rehabilitation. This plan
is expected to be filed during the fourth quarte?@l2. In the event rehabilitation of Penn Trdaatunsuccessful and Penn Treaty is declared
insolvent and placed in liquidation, we and otmsurers may be required to pay a portion of thalicpholder claims through state guaranty
association assessments in future periods. Givenrhertainty around whether Penn Treaty will utiely be declared insolvent and, if so, the
amount of the insolvency, the amount and timingrof associated future guaranty fund assessmenthardailability and amount of any
potential premium tax and other offsets, we cutyerdnnot estimate our net exposure, if any, te flatential insolvency. We will continue to
monitor the situation and may record a liabilitdaxpense in future reporting periods, which cdddnaterial to our cash flows and results of
operations.

Contractual Obligations and Commitments

On December 1, 2009, we entered into a ten-yeaeagent with Express Scripts, Inc. (“Express Schjptsprovide pharmacy benefit
management services for our plans. Under this aggag Express Scripts is now the exclusive providerertain specified pharmacy benefit
management services, such as pharmacy network mxest, home delivery, pharmacy customer servieémesl processing, rebate
management, drug utilization and specialty pharmiéca management services. Accordingly, the agesgroontains certain financial and
operational requirements obligating both Expresgp&cand us. Express Scripts’ primary obligatieglate to the performance of such services
and meeting certain pricing guarantees and perfocmatandards. Our primary obligations relate ®rsight, provision of data, payment for
services, transition services and certain minimatime requirements. The failure by either partyniet the respective requirements could
potentially serve as a basis for financial pensltieearly termination of the contract. We beliexeehave appropriately recognized all rights
obligations under this contract at June 30, 2012.

During the first quarter of 2010, we entered inteesv agreement with International Business Mach@@poration to provide
information technology infrastructure services.sThew agreement supersedes certain prior agreearahtdso includes provisions for
additional services. Our remaining commitment urtier agreement at June 30, 2012 was $693.3 oeea year period. We have the ability
to terminate this agreement upon the occurrenceréin events, subject to early termination fees.

On March 31, 2009, we entered into an agreemeht Affiliated Computer Services, Inc. to providetedn print and mailroom services
that were previously performed in-house. Our retingitommitment under this agreement at June 3@ 2@k $235.7 over a four year period.
We have the ability to terminate this agreemeninupe occurrence of certain events, subject toy éarmination fees.

11. Capital Stock
Use of Capital — Dividends and Stock Repurchasedteon

We regularly review the appropriate use of capitadluding common stock repurchases and divideod$hareholders. The declaration
and payment of any dividends or repurchases ofonmmon stock are at the discretion of our BoarBioéctors and depend upon our financial
condition, results of operations, future liquiditgeds, regulatory and capital requirements and fdleors deemed relevant by our Board of
Directors.
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A summary of the cash dividend activity for the signths ended June 30, 2012 and 2011 is as follows:

Cash
Dividend
Declaration Date Record Date Payment Date per Share Total
Six Months Ended June 30, 201
January 24, 201 March 9, 201 March 23,201  $0.287¢ $95.¢
May 16, 2012 June 8, 201 June 25, 201 0.287* 93.t
Six Months Ended June 30, 201
February 22, 201 March 10, 201 March 25,201 $ 0.28F $92.¢
May 17, 2011 June 10, 201 June 24, 201 0.2t 91.1

Under our Board of Directors’ authorization, we ntain a common stock repurchase program. Repursimaag be made from time to
time at prevailing market prices, subject to certaistrictions on volume, pricing and timing. Tlepurchases are effected from time to time in
the open market, in private transactions, includiogelerated share repurchase agreements, andhiptans designed to comply with Rule
10b5-1 under the Securities Exchange Act of 1984maended. Our stock repurchase program is disnesti as we are under no obligation to
repurchase shares. We repurchase shares undeograrp when we believe it is a prudent use of eaplihe excess cost of repurchased shares
over par value is charged on a pro rata basisddiadal paid-in capital and retained earnings.

A summary of share repurchases for the period JuAp12 through July 12, 2012 (subsequent to JOn2@L2) and for the six months
ended June 30, 2012 and 2011 is as follows:

July 1, 201z Six Months Ended
June 30
Through

July 12, 201 2012 2011
Shares repurchased — 17.¢ 20.¢
Average price per sha $ — $ 67.5: $ 69.9:
Aggregate cos $ — $1,173.¢ $1,456.:
Authorization remaining at the end of each pe $ 3,160.: $3,160.: $ 667.2

Stock Incentive Plars
A summary of stock option activity for the six mbatended June 30, 2012 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, 2012 20.C $ 62.3(
Granted 1.7 66.3¢
Exercisec (1.9 46.1¢
Forfeited or expires (1.1 74.1%
Outstanding at June 30, 20 18.¢ 63.5¢ 3.8 $ 121.5
Exercisable at June 30, 20 15.t 63.2( 34 $ 120.(
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A summary of nonvested restricted stock unit attifor the six months ended June 30, 2012 is devist

Weighted-

Average

Grant Date

Restricted Fair Value

Stock Units per Share

Nonvested at January 1, 20 4.C $ 56.0(
Granted 1.8 66.5(
Vested (2.0 48.5i
Forfeited (0.9 63.01
Nonvested at June 30, 20 3.6 65.21

Fair Value

We use a binomial lattice valuation model to estarthe fair value of all stock options granted. Banore detailed discussion of our
stock incentive plan fair value methodology, se¢eNib, “Capital Stock,” to our audited consolidatieééncial statements as of and for the year
ended December 31, 2011 included in our 2011 AnRegbrt on Form 10-K.

The following weightedaverage assumptions were used to estimate theafaies of options granted during the six monthsdntine 3(
2012 and 2011:

2012 2011
Risk-free interest rat 1.41% 2.84%
Volatility factor 34.0% 34.0%
Quarterly dividend yiel 0.40(% 0.37<%
Weightec-average expected life (yea 4.1 4.0

The following weighted-average fair values weresd®gined for the six months ended June 30, 20128ad:

2012 2011
Options granted during the period $16.5¢ $17.81

12. Earnings per Share
The denominator for basic and diluted earningsspare for the three and six months ended June0d@, &nd 2011 is as follows:

Three Months Ended Six Months Ended
June 30 June 30
2012 2011 2012 2011
Denominator for basic earnings per share — weigatetdage shares 327.7 366.] 331.c 370.1
Effect of dilutive securitie— employee and director stock options and-vested restricted stot
awards 3.5 5.4 3.8 5.3
Denominator for diluted earnings per sh 331z 371t 335.1 375.

During the three months ended June 30, 2012 andl, 2¢dighted average shares related to certain stpiiins of 10.8 and 8.1,
respectively, were excluded from the denominatodftuted earnings per share because the stockraptiere anti-dilutive. During the six
months ended June 30, 2012 and 2011, weightedgessteares related to certain stock options of 40c510.1, respectively, were excluded
from the denominator for diluted earnings per shee®ause the stock options were anti-dilutive.
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During the six months ended June 30, 2012, we dsapproximately 1.8 restricted stock units understack incentive plans, 0.8 of
whose vesting is contingent upon us meeting sgecdnnual performance targets for 2012. The coatihgestricted stock units have been
excluded from the denominator for diluted earnipgsshare and will be included only if and whendbatingency is met.

13. Segment Information

Our organizational structure is comprised of thmegrtable segments: Commercial, Consumer and Otkdurther described in Note 20,
“Segment Information,” to our audited consolidatieéincial statements as of and for the year endszeber 31, 2011 included in our 2011
Annual Report on Form 10-K.

Financial data by reportable segment for the tarekesix months ended June 30, 2012 and 2011 &lews$:

Commercial Consumer Other Total

Three Months Ended June 30, 2012

Operating revenue from external custon $ 8,388.° $4,826.! $1,958.: $15,173.:
Operating gait 771.% 211.1 9.4 991.7
Three Months Ended June 30, 2011

Operating revenue from external custon $ 8,646.¢ $4,353.¢ $1,879.¢ $14,879.
Operating gait 747 .2 176.7 22.¢ 946.7
Six Months Ended June 30, 201z

Operating revenue from external custon $16,895.: $9,576.¢ $3,851. $30,323.!
Operating gait 1,763.( 428.¢ 12.5 2,204.:
Six Months Ended June 30, 2011

Operating revenue from external custon $17,210.! $8,587.¢ $3,735.¢ $29,534.(
Operating gait 1,872.: 382.t 42.2 2,297.(

A reconciliation of reportable segments operatiedenues to total revenues reported in the condelidstatements of income for the tr
and six months ended June 30, 2012 and 2011 dlaws$:

Three Months Ended Six Months Ended
June 30 June 30
2012 2011 2012 2011
Reportable segments operating revenues $15,173.: $14,879. $30,323.! $29,534.
Net investment incom 169.¢ 187.¢ 338.¢ 372.¢
Net realized gains on investmel 70.t 41.F 177.¢ 98.¢€
Othel-thar-temporary impairment losses recognized in inc (5.9 (8.9 (16.9) (10.§)
Total revenue $15,407.. $15,100. $30,822.! $29,995.1

A reconciliation of reportable segments operatiagndgo income before income tax expense includeteérconsolidated statements of
income for the three and six months ended Jun2@I® and 2011 is as follows:

Three Months Ended Six Months Ended
June 30 June 30

2012 2011 2012 2011
Reportable segments operating ¢ $ 991.7 $ 946.7 $2,204.: $2,297.(
Net investment incom 169.¢ 187.¢ 338.¢ 372.¢
Net realized gains on investmel 70.t 41.F 177.2 98.¢€
Otherthar-temporary impairment losses recognized in inc (5.9) (8.9 (16.¢) (10.¢)
Interest expens (117.¢ (103.¢) (226.7) (209.5)
Amortization of other intangible asst (59.5) (56.€) (118.2) (113.9
Income before income tax exper $1,048.¢ $1,007. $2,358.¢ $2,434.!
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
(In Millions, Except Per Share Data or Otherwisat8tl Herein)

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

This MD&A should be read in conjunction with ourdited consolidated financial statements as of andhfe year ended December 31,
2011 and the MD&A included in our 2011 Annual Repmr Form 10-K, and our unaudited consolidatedrfaia statements and
accompanying notes as of and for the three ancheiths ended June 30, 2012 included in this For@ 1Results of operations, cost of care
trends, investment yields and other measures éthilee and six month periods ended June 30, 2@1204 necessarily indicative of the resi
and trends that may be expected for the full yadirey December 31, 2012. Also see Part |, Item“Risk Factors”of our 2011 Annual Repc
on Form 10-K and Part Il, Item 1A, “Risk Factorgthis Form 10-Q.

Overview

We manage our operations through three reportagiments: Commercial, Consumer and Other. For additinformation about our
organization, see the “Overview” section of Partthm 7, “Management’s Discussion and Analysi§iofancial Condition and Results of
Operations” included in our 2011 Annual Report anrf 10-K.

On June 28, 2012, the U.S. Supreme Court issuegiaion affirming that the majority of the provie®of the Patient Protection and
Affordable Care Act, or ACA, are constitutional. WMever, the provision of the ACA related to the matody expansion of state Medicaid
programs was declared unconstitutional. For aduitidiscussion around the ACA and other provisionisealth care reform legislation, see
Part I, Item 1. “Business—Regulation” and Partdm 1A. “Risk Factors” included in our 2011 Anniadport on Form 10-K.

Executive Summary

We are one of the largest health benefits companitge United States, serving 33.5 medical memthemugh our affiliated health plans
and more than 65.0 individuals through all subsid&as of June 30, 2012. We are an independemsi of the Blue Cross and Blue Shield
Association, or BCBSA, an association of independiealth benefit plans. We serve our members aBltee Cross licensee for California and
as the Blue Cross and Blue Shield, or BCBS, licerfigse Colorado, Connecticut, Georgia, Indiana, tgeky, Maine, Missouri (excluding 30
counties in the Kansas City area), Nevada, New tsaimg, New York (as BCBS in 10 New York City metotitan and surrounding counties,
and as Blue Cross or BCBS in selected upstate issuonly), Ohio, Virginia (excluding the Northernrinia suburbs of Washington, D.C.),
and Wisconsin. In a majority of these service areaslo business as Anthem Blue Cross, Anthem BtossCand Blue Shield, Blue Cross and
Blue Shield of Georgia, Empire Blue Cross Blue &hier Empire Blue Cross (in our New York serviceas). We also serve customers
throughout the country as UniCare and in certailif@aia, Arizona and Nevada markets through oureBéore Health Group, Inc., or
CareMore, subsidiary. We are licensed to condwsttremce operations in all 50 states through owsididries. We also sell contact lenses,
eyeglasses and other ocular products through cently acquired 1-800 CONTACTS, Inc., or 1-800 CQGYCITS, subsidiary.

Operating revenue for the three months ended Jon2032 was $15,173.3, an increase of $293.5,086 2from the three months ended
June 30, 2011, reflecting higher premium revenusunConsumer segment, partially offset by lowamnpium revenue in our Commercial
segment. The higher premiums in our Consumer segpniemarily resulted from membership growth in @enior Medicare Advantage
business, including additional membership from @areMore subsidiary, which was acquired in Aug@dt12 The premium
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revenue decrease in the Commercial segment wasndprimarily by fully insured membership declineour Local Group and National
Accounts businesses resulting from strategic progoxfolio changes in certain markets, competifivessure in certain markets and
unfavorable economic conditions, partially offsgtdsemium rate increases in our Local Group businkesigned to cover overall cost trends.

Operating revenue for the six months ended Jun2@®I® was $30,323.5, an increase of $788.9, or 2fthh the six months ended
June 30, 2011, reflecting higher premium revenusunConsumer segment, partially offset by lowamnpium revenue in our Commercial
segment. The higher premiums in our Consumer segpniemarily resulted from membership growth in @enior Medicare Advantage
business, including additional membership from @areMore subsidiary. The premium revenue decread®iCommercial segment was
driven primarily by fully insured membership de@gin our Local Group business resulting from sgi&t product portfolio changes in certain
markets, competitive pressure in certain marketisuariavorable economic conditions, partially offegtpremium rate increases in our Local
Group business designed to cover overall cost srend

Net income for the three months ended June 30, 2@52$643.6, a decrease of $58.0, or 8.3%, fronthitee months ended June 30,
2011. This decrease in net income was primarilyesiriby non-tax deductible litigation settlementtsagsulting in higher general and
administrative expense and income tax expensealhauffset by higher operating gains in our Coms&r and Commercial segments. For
additional details, see Note 10, “Commitments andtidgencies,” to our unaudited consolidated finalngtatements included in Part 1, Item 1
of this Form 10-Q and “Consolidated Results of @fiens — Three Months Ended June 30, 2012 Comparix Three Months Ended
June 30, 2011” included in this MD&A. Our fully-diled earnings per share, or EPS, was $1.94 fahtke months ended June 30, 2012,
which represents a 2.6% increase over the EPS.89%ar the three months ended June 30, 2011.1Tdreadse in EPS resulted primarily from
the lower number of shares outstanding in 2012tdwhare buyback activity under our share repuecipasgram, partially offset by the decli
in net income.

Net income for the six months ended June 30, 2082%t,500.1, a decrease of $128.1, or 7.9%, fremsithmonths ended June 30, 2(
This decrease in net income was primarily drivembg-tax deductible litigation settlement costauhésg in higher general and administrative
expense and income tax expense and lower operasodis in our Commercial segment, partially offsgimproved operating results in our
Consumer segment. For additional details, see NajtéCommitments and Contingencies,” to our unaditonsolidated financial statements
included in Part 1, Item 1 of this Form 10-Q an@iSolidated Results of Operations — Six Months Enllge 30, 2012 Compared to the Six
Months Ended June 30, 2011 included in this MD&3ur fully-diluted EPS was $4.48 for the six monémgled June 30, 2012, which
represents a 3.2% increase over the EPS of $4r3dsix months ended June 30, 2011. The incliedSES resulted primarily from the lower
number of shares outstanding in 2012 due to sharedtk activity under our share repurchase progpamtially offset by the decline in net
income.

Our results of operations discussed throughoutMiid€: A are determined in accordance with U.S. gethgeccepted accounting
principles, or GAAP. We also calculate adjustedinedme and adjusted EPS, which are non-GAAP measto further aid investors in
understanding and analyzing our core operatingtseand comparing them among periods. Adjustednoetme and adjusted EPS exclude
realized gains and losses on investments, other#mporary losses on investments recognized in iecana certain other items, if applical
that we do not consider as part of our core opggatsults. Operating gain is calculated as tqiatating revenue less benefit expense, selling,
general and administrative expense and cost ofystsdWe use these measures as a basis for englsagment performance, allocating
resources, setting incentive compensation target$a forecasting future operating periods. Thi®imation is not intended to be considered
in isolation or as a substitute for net income itrtedd EPS prepared in accordance with GAAP, anyg ntt be comparable to similarly titled
measures reported by other companies. For addititatails on operating gain, see our “Consolid&edults of Operations” discussion within
this MD&A.
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The table below reconciles net income and EPS ledémliin accordance with GAAP to adjusted net ine@nd adjusted EPS for the tr
months ended June 30, 2012 and 2011.

Three Months Ended

June 30
2012 2011 Change % Change

Net income $643.¢ $701.¢ $(58.0 (8.9%
Less:

Net realized gains on investmel 70.5 41.F 29.C

Otherthar-temporary impairment losses on investme (5.9 (8.4) 2.5

Costs related to settlement of litigation ma (34.0) — (34.0

Costs related t0-800 CONTACTS closing and integrati (9.2 — (9.2

Tax effect of adjustmen (52.0 (11.6) (40.9
Adjusted net income $674.2 $680.1 $ (5.9 (0.9%
EPS $ 1.94 $ 1.8¢ $ 0.0t 2.6%
Less:

Net realized gains on investmel 0.21 0.11 0.1C

Otherthar-temporary impairment losses on investme (0.02) (0.02) —

Costs related to settlement of litigation ma (0.10 — (0.10

Costs related t0-800 CONTACTS closing and integrati (0.0%) — (0.09)

Tax effect of adjustmen (0.16) (0.09) (0.19)
Adjusted EPS $ 2.04 $ 1.8 $0.21 11.5%

The table below reconciles net income and EPS lzdémliin accordance with GAAP to adjusted net ine@nd adjusted EPS for the six
months ended June 30, 2012 and 2011.

Six Months Ended

June 30
2012 2011 Change % Change

Net income $1,500.: $1,628.: $(128.) (7.9%
Less:

Net realized gains on investme| 177.¢ 98.€ 78.¢

Otherthar-temporary impairment losses on investme (16.¢) (10.9) (6.0)

Costs related to settlement of litigation ma (90.0 — (90.0)

Costs related t0-800 CONTACTS closing and integrati (11.9) — (11.9)

Tax effect of adjustmen (60.6) (30.7) (29.9
Adjusted net income $1,501.¢ $1,571.: $ (69.2) (4.9%
EPS $ 4.4¢ $ 4.34 $ 0.14 3.2%
Less:

Net realized gains on investmel 0.5¢ 0.2¢ 0.27

Otherthar-temporary impairment losses on investme (0.05) (0.09) (0.02)

Costs related to settlement of litigation ma (0.29) — (0.2%)

Costs related t0-800 CONTACTS closing and integrati (0.09 — (0.09

Tax effect of adjustmen (0.1¢) (0.08) (0.10
Adjusted EPS $ 4.4¢ $ 4.a¢ $ 0.3C 7.2%

Operating cash flow for the six months ended Jihe812 was $1,744.6, or 1.2 times net income. &pey cash flow for the six mont|
ended June 30, 2011 was $1,886.7. The decreageiating cash flow
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from 2011 of $142.1 was driven primarily by incredsnedical claim payments and lower net incomejgligroffset by the early receipt of
premiums for the third quarter of 2012 related @@grnment contracts as well as lower incentive camsgtion payments.

Significant Transactions
Acquisition of -800 CONTACTS

On June 20, 2012, we completed our acquisition®@ CONTACTS, the largest direct-to-consumer tetaif contact lenses in the
United States, whose model is built on providirgpperior customer experience and a wide selecfipnoducts at affordable prices. The
acquisition strategically aligns with our effortsdapitalize on new opportunities for growth, aivedsifies our revenue stream into the
complementary and higher-margin eyewear businessadiditional information regarding this acquisiticee Note 3, “Business
Combinations,” to our unaudited consolidated finahstatements included in Part |, Item 1 of thisrR 10-Q.

Pending Acquisition of AMERIGROUP Corporati

On July 9, 2012, we announced that we had entetedhidefinitive agreement to acquire AMERIGROURration, or Amerigroup,
one of the nation’s leading managed care companéss focused on meeting the health care neefisasfcially vulnerable Americans. This
acquisition will further our goal of creating betteealth care quality at more affordable pricesdior customers. It will also advance our
capabilities to more effectively and efficientlyrge the growing Medicaid population, including #seanding dual eligible, seniors, persons
with disabilities and long-term services and suppuarkets. Under the terms of the agreement, wiepajl $92.00 per share in cash to acquire
all of the outstanding shares of Amerigroup foeatimated transaction value of approximately $4@0Dhe acquisition is expected to close
the end of the first quarter of 2013 and is subjedertain state regulatory approvals, standasimty conditions, customary approvals required
under the Hart-Scott-Rodino Antitrust Improvemefats and the approval of Amerigroup’s stockholders.

Sources and Uses of Capital

We regularly review the appropriate sources and o$eapital, including debt borrowings, commorckteepurchases and dividends to
shareholders. The issuance of debt and the deolamatd payment of any dividends or repurchasesipEommon stock are at the discretiot
our Board of Directors and depend upon our findreiadition, results of operations, future liquiditeeds, regulatory and capital requirements
and other factors deemed relevant by our Boardiiefcibrs.

For additional information regarding our sourced ases of capital during the three and six montideeé June 30, 2012, see Note 9,
“Debt,” and the “Use of Capital — Dividends and &td&epurchase Program” section of Note 11, “Cajdtatk,” to our unaudited consolidated
financial statements included in Part I, Item 1hi$ Form 10-Q.

Membership

Our medical membership includes seven differentocusr types: Local Group, Individual, National Acods, BlueCard, Senior, State-
Sponsored and FEP. BCBSA-branded business genezfdlys to members in our service areas licensdtidoBCBSA. Non-BCBSA-branded
business refers to UniCare members predominantidriof our BCBSA service areas and Senior menfbems our CareMore subsidiary. F
a more detailed description of our medical membprsee the “Membership” section of Part Il, ItepfManagement’s Discussion and
Analysis of Financial Condition and Results of Ggiiems” included in our 2011 Annual Report on FdraK.
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The following table presents our medical membersligustomer type, funding arrangement and replersdgment as of June 30, 2012
and 2011. Also included below is other memberskipioduct. The medical membership and other merheesented are unaudited and in
certain instances include estimates of the numberemnbers represented by each contract at thefethe period.

June 30
2012 2011 Change % Change
(In thousands
Medical Membership
Customer Type
Local Groug 14,61: 15,19% (585) (3.9%
Individual 1,85¢ 1,87(C (14) (0.7)
National:
National Account: 7,09¢ 7,471 (373) (5.0
BlueCard 5,061 4,94 114 2.3
Total National 12,15¢ 12,41¢ (259 (2.1
Senior 1,51¢ 1,352 162 12.C
State--Sponsore( 1,88¢ 1,83¢ 50 2.7
FEP 1,51¢ 1,51( 6 0.4
Total Medical Membership by Customer Ty 33,547 34,18¢ (639) (1.9
Funding Arrangement
Self-Funded 20,171 20,44: (26€) (1.9
Fully-Insured 13,37( 13,74: (373 (2.7)
Total Medical Membership by Funding Arrangem 33,541 34,18¢ (639 (1.9
Reportable Segmen
Commercial 26,77 27,61* (844) (3.1
Consume 5,26( 5,061 19¢ 3.9
Other 1,51¢ 1,51( 6 0.4
Total Medical Membership by Reportable Segn 33,547 34,18¢ (639) (1.9
Other Membership & Customers
Behavioral Health Membe 24,63" 25,18t (550 (2.2
Life and Disability Member 4,86¢ 5,04( (A75) (3.5)
Dental Member: 3,86¢ 4,02¢ (160 (4.0
Dental Administration Membe! 4,11¢ 4,34z (223 (5.1
Vision Members 4,33: 3,69¢ 634 17.1
Medicare Advantage Part D Memb 582 54¢ 34 6.2
Medicare Part D Standalone Memb 60C 66¢ (69) (20.9)
Retail Vision Customer 3,09( — 3,09C —

Medical Membership (in thousands)

During the twelve months ended June 30, 2012, m&lical membership decreased 639, or 1.9%, piyrdue to decreases in our Local
Group and National Accounts membership. These dsesewere partially offset by increases in our @eanid State-Sponsored membership.

Self-funded medical membership decreased 266386, Iprimarily due to pricing increases in our NatibAccounts business as a result
of our strategic decision to price in line with thignificant value we provide to our members.
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Fully-insured membership decreased 373, or 2.7¥sapily due to strategic product portfolio changesl heightened competition in
certain Local Group markets, partially offset bg #ddition of membership from our CareMore acqgoisiin August 2011.

Local Group membership decreased 585, or 3.8% gpiliyrdue to increased competition, strategic poghortfolio changes in the New
York market and network rental markets and negatisgroup change.

Individual membership decreased 14, or 0.7%, pilgndue to a heightened competitive environmenterntain markets.

National Accounts membership decreased 373, or 5o0itharily driven by pricing increases in our sklfided National Accounts
business as a result of our strategic decisiomite fn line with the significant value we provitteour members. In addition, negative in-group
change contributed to the decrease.

BlueCard membership increased 114, or 2.3%, priyndude to favorable net sales and in-group chang¢her BCBSA plans whose
members reside in or travel to our licensed areas.

Senior membership increased 163, or 12.0%, prigndtik to strong sales during the open enrolimenbgeesulting from our geograpt
expansion into several new counties and the additionembership from our CareMore acquisition, iplyt offset by our withdrawal of the
California Regional PPO Medicare Advantage product.

State-Sponsored membership increased 50, or 2 fittanly due to growth in California, Virginia, Kaas and South Carolina, partially
offset by exiting selected markets.

FEP membership increased 6, or 0.4%, primarilytddfavorable in-group change.

Other Membership (in thousands)

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

Behavioral health membership decreased 550, or,2o8%arily due to the overall declines in our fulhsured medical membership and
negative in-group change.

Life and disability membership decreased 175, 6%@3.primarily due to the overall declines in oum@uoercial fully-insured medical
membership and negative in-group change. Life asabdity products are generally offered as parf€ommercial medical fully-insured
membership sales.

Dental membership decreased 160, or 4.0%, primduéyto the lapse of a large dental contract, garidffset by the launch of new
dental products in 2012.

Dental administration membership decreased 223,186, primarily due to the lapse of a large coritfacwhich we provided dental
administrative services.

Vision membership increased 634, or 17.1%, primatile to strong sales and positive in-group chamger National Accounts, Local
Group and Senior businesses.

Medicare Advantage Part D membership increasedr38.2%, primarily due to strong sales during thedidare Advantage open
enroliment period resulting from our geographicangion into several new counties and the addittonembership from our CareMore
acquisition, partially offset by our withdrawal thfe California Regional PPO Medicare Advantage pctd
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Medicare Part D standalone membership decreasent 69,3%, primarily due to competitive pressureentain markets.

Retail vision customers increased 3,090 due taoquisition of 1-800 CONTACTS in June 2012.

Cost of Care

The following discussion summarizes our aggregatketlying cost of care trends for the rolling 12mtits ended June 30, 2012 for our
Local Group fully-insured business only.

Our cost of care trends are calculated by compdhagear-over-year change in average per membengeth claim costs, including
member co-payments and deductibles. While ouraiosdre trend varies by geographic location, basednderlying medical cost trends, we
believe that our 2012 cost of care trend estima#®@% plus or minus 50 basis points is appropriate

Overall, our medical cost trend was driven by goit. Inpatient hospital trend was in the high &rtigit range and was primarily relat
to increases in the average cost per admissiorerR@wreases in the average case acuity (intgritytinue to abate. While provider rate
increases are a primary driver of unit cost tremascontinually negotiate with hospitals to mantgese cost trends. We remain committed to
optimizing our reimbursement rates and strategideetp address the cost pressures faced by emplapdrconsumers. Inpatient admission
counts per thousand members were slightly highaar grior year. Inpatient day counts per thousanchibees are growing at a slightly higher
rate. While the average length of stay is lengthgsiightly, the rate of increase is slowing. Imliéidn to our reeontracting efforts, a number
clinical management initiatives are in place tgheitigate the inpatient trend. Focused reviewré$foontinue in key areas, including inpatient
behavioral health stays and spinal surgery casesng others. Additionally, we continue to refing puograms related to readmission
management, focused utilization management atdoghfacilities, and post-discharge follow-up care.

Outpatient trend was in the high single digit rangd was 75% cost driven and 25% utilization driv@atpatient costs are a collection of
different types of expenses, such as outpatiefiitias, labs, x-rays, emergency room, and occupei and physical therapy. Per visit costs are
still the largest contributor to overall outpatiérgnd, influenced largely by price increases wittértain provider contracts. Outpatient
utilization (visits per thousand members) was highan the prior year. We continue to work with ders and providers to help optimize sit
service decisions including key areas such as esneygroom, lab, radiology, sleep studies and syrgettings. As an example, we recently
launched an emergency room program and educatiopaign using Google Mags to make it easier to &ind use retail health clinics and
urgent care centers for non-emergency conditiorsrwhgular physicians are not available. Prograkegthis, along with continued expansion
and optimization of our utilization management peogs, are serving to moderate trend.

Physician services trend was in the mid singletdagige and was 75% unit cost related and 25%atiéin related. Increases in the
physician care category were partially driven bgtcacting changes. We continue to collaborate wifitysicians to improve quality of care
through pay-for-performance programs and bundlgungat initiatives. Additionally, we continue to earite our ability to detect and defer
fraud and abuse, reducing waste in the system.

Pharmacy trend was in the high single digit rangg driven primarily by unit cost (cost per prestidp). Continued inflation in the
average wholesale price of drugs is applying upvpaedsure to the overall cost per prescriptiorsdle increasing cost of specialty drugs. The
increase in cost per prescription measures corgittube mitigated by improvements in our generagesrates and benefit plan design char
We are continuously evaluating our drug formularghsure the most effective pharmaceutical thesegnie available to our members.

In response to cost trends, we continue to pursogacting and plan design changes, promote ankkimgnt performance-based
contracts that reward clinical outcomes and qugadibhd expand our radiology
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management, disease management and advanced cergemeent programs. We are taking a leadershipndhe area of payment reform as
evidenced by the introduction of the Patient Cextd?rimary Care program. By establishing the pnyntare doctor as central to the
coordination of a patient’s health care needsjrti@tive builds on the success of current patiesnitered medical home programs in helping
improve patient care while lowering costs. Addiady, our value-based contracting initiative cons to underscore our commitment to
partnering with providers to improve quality angvér cost.

As evidenced by our acquisition of CareMore, weaentommitted to providing access-based health maréucts and services that are
simple to use and that customers can trust. Carelslarission is to improve the overall lives and llveing of seniors by providing innovative,
focused health care approaches to the complexqrebdf aging, while protecting precious financedaurces of seniors and the Medicare
program. CareMore’s model is focused on diseaseagement programs that provide Medicare membersanlithnds-on approach to care
coordination and intensive treatment of chronicditons.

-3E-



Table of Contents

Consolidated Results of Operations

Our consolidated summarized results of operationghe three and six months ended June 30, 2012@hHare as follows:

Three Months Ended

Change

Three Months Ended

Six Months Ended June 30

Six Months Ended
June 30

June 30 June 30 2012 vs. 2011 2012 vs. 2011
2012 2011 2012 2011 $ % $ %

Total operating revent $15,173..  $14,879.(  $30,323.!  $29,534.( $ 293t 2.C% $ 788.¢ 2.7%
Net investment incom 169.4 187.¢ 338.¢ 372.¢ (18.9) (9.9 (34.2) (9.2
Net realized gains on investmel 70.t 41.F 177.¢ 98.¢ 29.C 69.¢ 78.&  79.C
Otherthar-temporary impairmer

losses on investmen (5.9 (8.4) (16.§) (10.§) 25 (29.9 (6.) 55.€
Total revenues 15,407.. 15,100. 30,822.! 29,995.( 306.¢ 2.C 827.t 2.8
Benefit expens 12,093.: 11,922.( 23,865.! 23,150.( 171.1 14 715.( 3.1
Selling, general and administrati

expense 2,081.¢ 2,011.: 4,247." 4,087.¢ 70.7% 8L 159.¢ 3.9
Cost of product: 6.7 — 6.7 — 6.7 — 6.7 —
Other expenst 177.1 160.2 344.¢ 322.¢ 16.¢ 10.5 22.C 6.8
Total expenses 14,358. 14,093. 28,464.. 27,560.! 265.¢ 1.¢ 903.¢ 3.3
Income before income tay

expense 1,048.¢ 1,007 2,358.¢ 2,434." 41.2 4.1 (76.1) (3.2
Income tax expens 405.( 305.¢ 858.: 806.: 99.2 32.2 52.C 6.4
Net income $ 643.¢ $ 701¢ $ 1,500.: $ 1,628.: $ (58.0 (8.9 $(128.) (7.9
Average diluted shares outstand 331.2 371t 335.1 375.¢ (40.9) (10.9% (40.39) (10.9)%
Diluted net income per sha $ 194 $ 18 $ 44 $ 434 $ 0.0f 2.6% 0.14 3.2%
Benefit expense rati 85.4% 85.7% 84.2% 83.€% (30)bp3 40 bps
Selling, general and administrati

expense rati¢ 13.7% 13.5% 14.(% 13.£% 20bp3 20bp3
Income before income taxes as a

percentage of total reven 6.8% 6.7% 7.7% 8.1% 10bp3 (40)bps
Net income as a percentage of t

revenue 4.2% 4.6% 4.9% 5.4% (40)bp3 (50)bp 3

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

Benefit expense ratio = Benefit expense + Premi
bp = basis point; one hundred basis points =

A W N P

Includes interest expense and amortization of dtitangible asset
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Three Months Ended June 30, 2012 Compared to theeéehMonths Ended June 30, 2011

Total operating revenue increased $293.5, or 2t6%15,173.3 in 2012, resulting primarily from héglpremiums and, to a lesser extent,
increased other revenue and administrative fees higher premiums are due primarily to membershigvth in our Senior Medicare
Advantage business, including additional memberBioim our CareMore subsidiary, which was acquiredigust 2011. Premium rate
increases in our Local Group and Individual busieeslesigned to cover overall cost trends, asagéficreased reimbursement in our FEP
business, also contributed to the increased premitlilmese increases were partially offset by fullsdired membership declines in our Local
Group business resulting from strategic productfplim changes in certain markets, competitive pues in certain markets and unfavorable
economic conditions. Administrative fees increagarharily as a result of pricing increases for gatided members in our National Accounts
and Local Group businesses as a result of ouegitatiecision to price in line with the significarstlue we provide to our members, partially
offset by membership declines in our self-fundeddel Accounts business. The increase in othezrreg includes product sales from our
recently acquired 1-800 CONTACTS business.

Net investment income decreased $18.4, or 9.8%168.4 in 2012, primarily due to lower investmealdnces and lower investment
yields in the current yea

Net realized gains on investments increased $29.69.9%, to $70.5 in 2012, primarily due to incedrealized gains resulting from
sales of fixed maturity securities.

Benefit expense increased $171.1, or 1.4%, to $B210n 2012, primarily due to increases in ouri&erstate-Sponsored, FEP and
Individual businesses. The increase in our Senisimess was driven primarily by membership growtbur Medicare Advantage business,
including membership acquired with CareMore. Theréases in our State-Sponsored, FEP and Indiviniigihesses were driven primarily by
increased benefit cost trends. These increasespaetially offset by the fully-insured membershigctines in our Local Group business as
described above, as well as favorable prior yesarve development in 2012 compared to modest restrengthening in 2011.

Our benefit expense ratio decreased 30 basis poi®5.4% in 2012, primarily due to improvement®ur Senior business and the
favorable prior year reserve development. Thesefiie@xpense ratio increases were partially offsehigher medical costs in our State-
Sponsored business with no corresponding premiwemniee increases as a result of delayed premiunineteases due to budgetary pressures
in certain states.

Selling, general and administrative expense ine@&30.7, or 3.5%, to $2,081.8 in 2012, primarilg do additional selling, general and
administrative expense related to our CareMoreidigrg, which was acquired in August 2011, andithpact of litigation settlement expens
partially offset by lower incentive compensatiorsiso

Our selling, general and administrative expende mtreased 20 basis points to 13.7% in 2012, amiisndue to the increased selling,
general and administrative expense discussed ipréweding paragraph, partially offset by the dftddhe increase in operating revenue.

Income tax expense increased $99.2, or 32.4%,06.84n 2012, primarily due to an increase in tfieative tax rate resulting mainly
from non-tax deductible litigation settlement expemiand, to a lesser degree, higher income befooene tax expense. The effective tax rates
in 2012 and 2011 were 38.6% and 30.4%, respectiVély effective tax rate in 2012 increased fromithgact of the non-tax deductible
litigation settlement expenses, while the effectaserate in 2011 was abnormally low due to préor year federal and state audit settlements.

Our net income as a percentage of total revenuedsed 40 basis points to 4.2% in 2012 as compar20ill as a result of all factors
discussed above.
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Six Months Ended June 30, 2012 Compared to the Bienth Ended June 30, 201

Total operating revenue increased $788.9, or 2td%30,323.5 in 2012, resulting primarily from héglpremiums and, to a lesser extent,
increased administrative fees. The higher premiarasiue primarily to membership growth in our SeMedicare Advantage business,
including additional membership from our CareManesidiary, which was acquired in August 2011. Preamrate increases in our Local
Group and Individual businesses designed to cowveratl cost trends, increased reimbursement irfF&R business and growth in our State-
Sponsored business in certain states also corgdhatthe increased premiums. These increasespaeielly offset by fully-insured
membership declines in our Local Group businesdltieg from strategic product portfolio changesartain markets, competitive pressure in
certain markets and unfavorable economic conditiBdsninistrative fees increased primarily as a ltesupricing increases for self-funded
members in our National Accounts and Local Grougiresses as a result of our strategic decisionid¢e p line with the significant value we
provide to our members, partially offset by memhgrsleclines in our self-funded National Accountsiness.

Net investment income decreased $34.2, or 9.2%338.4 in 2012, primarily due to lower investmealdnces and lower investment
yields in the current yea

Net realized gains on investments increased $68.89.9%, to $177.4 in 2012, primarily due to iraged realized gains resulting from
sales of fixed maturity securities.

Benefit expense increased $715.0, or 3.1%, to $8303n 2012, primarily due to increases in ouri8erstate-Sponsored, FEP and
Individual businesses. The increase in our Senisimiess was driven primarily by membership growtbur Medicare Advantage business,
including membership acquired with CareMore. Thaéases in our State-Sponsored, FEP and Indivisiisahesses were driven primarily by
increased benefit cost trends. These increasespaetially offset by the fully-insured membershigctines in our Local Group business as
described above, as well as favorable prior yeserie development in 2012 compared to modest resérengthening in 2011.

Our benefit expense ratio increased 40 basis ptor@d.3% in 2012, primarily due to higher medicasts and lower premium revenue
our Local Group business, as well as higher medigsts in our State-Sponsored business with n@sponding premium revenue increases as
a result of delayed premium rate increases duedgdtary pressures in certain states. These bexp#inse ratio increases were partially of
by improvements in our Senior business and ther&dble prior year reserve development.

Selling, general and administrative expense ine@&3459.9, or 3.9%, to $4,247.5 in 2012, primatile to additional selling, general ¢
administrative expense related to our CareMoreidigrg, the impact of litigation settlement expenis@d increased advertising expenses
associated with our company-wide branding campdigese increases were partially offset by loweeinive compensation costs.

Our selling, general and administrative expende mtreased 20 basis points to 14.0% in 2012, amiisndue to the increased selling,
general and administrative expenses discussee ipréteding paragraph, partially offset by theaftd the increase in operating revenue.

Income tax expense increased $52.0, or 6.4%, 18.886 2012, primarily due to an increase in tHeaive tax rate resulting mainly frc
non-tax deductible litigation settlement expengestially offset by lower income before income tapense. The effective tax rates in 2012
and 2011 were 36.4% and 33.1%, respectively. Tleetéfe tax rate in 2012 increased from the immdidhe non-tax deductible litigation
settlement expenses, while the effective tax ra0il1 was abnormally low due to prior tax yeaefatland state audit settlements.

Our net income as a percentage of total revenuedsed 50 basis points to 4.9% in 2012 as compar2@ill as a result of all factors
discussed above.
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Reportable Segments Results of Operations

We use operating gain to evaluate the performahoeraeportable segments, which are CommerciahsGmer and Other. Operating
gain is calculated as total operating revenuebesgfit expense, selling, general and adminisegaikpense and cost of products. It does not
include net investment income, net realized gaissé#s on investments, other-than-temporary impairtosses recognized in income, interest
expense, amortization of other intangible asseisaame taxes, as these items are managed in arateshared service environment and are
not the responsibility of operating segment managentor additional information, see Note 13, “Segirinformation,” to our unaudited
consolidated financial statements included in Ratém 1 of this Form 10-Q. The discussions ofrsegt results for the three and six months
ended June 30, 2012 and 2011 presented below sed ba operating gain, as described above, andtopgmargin, which is calculated as
operating gain divided by operating revenue. Otind@mns of operating gain and operating marginymat be comparable to similarly titled
measures reported by other companies.

Our Commercial, Consumer and Other segments’ suipethresults of operations for the three and sixtim®ended June 30, 2012 and
2011 are as follows:

Change
Three Months Ended Six Months Ended
Three Months Ended Six Months Ended June 30 June 30
June 30 June 30 2012 vs. 2011 2012 vs. 2011

2012 2011 2012 2011 $ % $ %
Commercial
Operating revenu $8,388." $8,646.¢ $16,895.: 17,210.¢ $(258.]) (3.00% $(315.7) (1.9%
Operating gait $ 771.C $ 747.2 $ 1,763.( 1,872.: $ 24.C 3.2% $(109.9 (5.89%
Operating margi 9.2% 8.6% 10.4% 10.9% NA? 6Cbp NA1 (50)bp
Consumer
Operating revenu $4,826.f  $4,353.. $ 9,576.¢ 8,687.& $ 473.1 10.€% $989.1 11.5%
Operating gait $ 2111 $ 1767 $ 428.¢ 382t $ 34/ 19.5% $ 46.c 12.1%
Operating margi 4.4% 4.1% 4.5% 4.5% NA1 30bp NA1 - bp
Other
Operating revenu $1,958.: $1,879.¢ $ 3,851.¢ 3,735.¢ $ 785 42% $115.5 3.1%
Operating gait $ 94 $ 22¢ $ 12. 42.2 $ (1349 (8.HY% $ (29.7) (70.9)%

! Not Applicable

Three Months Ended June 30, 2012 Compared to theeéehMonths Ended June 30, 2011
Commercial

Operating revenue decreased $258.1, or 3.0%, 8888, in 2012, primarily due to fully-insured merrdigp declines in our Local Group
business resulting from strategic product portfeh@anges in certain states, competitive pressuceriain markets and unfavorable economic
conditions, partially offset by premium rate inea in our Local Group business designed to coxenadl cost trends and increased
administrative fees resulting from pricing incresar self-funded members in our National Accouard Local Group businesses as a result of
our strategic decision to price in line with thgrsficant value we provide to our members.

Operating gain increased $24.0, or 3.2%, to $7ifl2D12, primarily due to favorable prior year nesedevelopment in 2012, compared
to modest reserve strengthening in 2011, and reldeeing expenses resulting from fully-insured nbenship declines in our Local Group
business due to strategic product portfolio chaimgesrtain states, partially offset by increasedéfit cost trends in our Local Group business.

The operating margin in 2012 was 9.2%, a 60.0 lg@sig increase from 2011, primarily due to thetdas discussed in the preceding two
paragraphs.
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Consumer

Operating revenue increased $473.1, or 10.9%, 82846 in 2012, primarily due to membership groimtiour Medicare Advantage
business, including membership acquired with CanreMo

Operating gain increased $34.4, or 19.5%, to $2it12D12, primarily due to improved results in @enior Medicare Advantage and
Individual businesses, partially offset by decliimesur State-Sponsored business due to higheffibenst trends with no corresponding
premium revenue increases as a result of delayadipm rate increases due to budgetary pressursstain states.

The operating margin in 2012 was 4.4%, a 30.0 lg@sig increase from 2011, primarily due to thetdas discussed in the preceding two
paragraphs.

Other

Operating revenue increased $78.5, or 4.2%, td58119n 2012, primarily due to growth in our FERsimess resulting primarily from
premium rate increases designed to cover oversatltoends during 2012.

Operating gain decreased $13.4 to $9.4 in 201&\auify due to increased unallocated general andrasirative expenses, including
litigation settlement expenses, which were pastiaffset by lower incentive compensation costs.

Six Months Ended June 30, 2012 Compared to the Bienth Ended June 30, 201
Commercial

Operating revenue decreased $315.7, or 1.8%, t@$3& in 2012, primarily due to fully-insured meanghip declines in our Local
Group business resulting from strategic productfplio changes in certain states, competitive pres# certain markets and unfavorable
economic conditions, partially offset by premiunterancreases in our Local Group business designedver overall cost trends and increased
administrative fees resulting from pricing incresar self-funded members in our National Accouard Local Group businesses as a result of
our strategic decision to price in line with thgrsficant value we provide to our members.

Operating gain decreased $109.3, or 5.8%, to $10763012, primarily due to declines in our LoGbup business resulting from
membership losses and the decreased operatinguesdistussed in the preceding paragraph, parbéfiiet by favorable prior year reserve
development in 2012 compared to modest reservegitrening in 2011.

The operating margin in 2012 was 10.4%, a 50.0shiz@int decrease over 2011, primarily due to tloéofa discussed in the preceding
two paragraphs.

Consumer
Operating revenue increased $989.1, or 11.5%, ®7$P in 2012, primarily due to membership groimtiour Medicare Advantage
business, including membership acquired with CaneVland, to a lesser extent, growth in our Stat@Sgred business in certain states.

Operating gain increased $46.3, or 12.1%, to $4@82012, primarily due to improved results in ddedicare Advantage business and
favorable prior year reserve development in 20T8pared to modest reserve strengthening in 201 1seTimereases were partially offset by
declines in our State-Sponsored business due behlgenefit cost trends with no corresponding puemievenue increases as a result of
delayed premium rate increases due to budgetasgires in certain states.

The operating margin remained consistent in 20258, primarily due to the factors discussed phreceding two paragraphs.
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Other

Operating revenue increased $115.5, or 3.1%, ®6834 in 2012, primarily due to growth in our FERsIness resulting primarily from
premium rate increases designed to cover oversatltoends during 2012.

Operating gain decreased $29.7 to $12.5 in 2012gpily due to increased unallocated general amdimidtrative expenses, including
litigation settlement expenses, which were pastiaffset by lower incentive compensation costs.

Critical Accounting Policies and Estimates

We prepare our consolidated financial statementeiformity with GAAP. Application of GAAP requiresanagement to make
estimates and assumptions that affect the amoeptsted in our consolidated financial statementsamtompanying notes and within this
MD&A. We consider some of our most important acdmmpolicies that require estimates and managefegment to be those policies with
respect to liabilities for medical claims payaleome taxes, goodwill and other intangible asset®stments and retirement benefits. Our
accounting policies related to these items areudised in our 2011 Annual Report on Form 10-K ineNiyt“Basis of Presentation and
Significant Accounting Policies,” to our auditednsolidated financial statements as of and for e ynded December 31, 2011, as well as in
the “Critical Accounting Policies and Estimatestten of Part I, Item 7, “Management’s Discussamd Analysis of Financial Condition and
Results of Operations.” As of June 30, 2012, oiticaet accounting policies and estimates have hanged from those described in our 2011
Annual Report on Form 10-K.

Medical Claims Payabli

The most judgmental accounting estimate in our alixrested financial statements is our liability foedical claims payable. Our
accounting policies related to medical claims péyaloe discussed in the references cited abowgethas in Note 12, “Medical Claims
Payable,” to our audited consolidated financialesteents as of and for the year ended December031, idcluded in our 2011 Annual Report
on Form 10-K. Also as discussed above, as of JAn2L2, our critical accounting policies and estis related to medical claims payable
have not changed from those described in our 201riual Report on Form 10-K.
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A reconciliation of the beginning and ending bakfar medical claims payable for the six monthseshdune 30, 2012 and 2011 and for

the years ended December 31, 2011, 2010 and 2@&ddlows:

Six Months Ended

June 30 Years Ended December 3.
2012 2011 2011 2010 2009

Gross medical claims payable, beginning of peric $ 5,489.( $ 4,852.¢ $ 4,852.¢ $ 5,450.! $ 6,184.}
Ceded medical claims payable, beginning of pe (16.9 (32.9 (32.9 (29.9) (60.9
Net medical claims payable, beginning of pel 5,472.¢ 4,819. 4,819. 5,420.¢ 6,124.¢
Business combinations and purchase adjustn — — 100.¢ — 2.8
Net incurred medical claim

Current yea 24,032.¢ 23,101.: 47,281 45,077.: 47,315.:

Prior years redundanci (482.0) (222.9) (209.9) (718.0) (807.2)
Total net incurred medical clain 23,550.¢ 22,879.( 47,071.¢ 44,359.: 46,507
Net payments attributable t

Current year medical clain 19,057.! 18,135.: 41,999.( 40,387.¢ 42,056.

Prior years medical clain 4,576. 4,245.; 4,520.° 4,572.¢ 5,157.¢
Total net payment 23,633. 22,380.: 46,519. 44,960.. 47,214
Net medical claims payable, end of per 5,389.° 5,318.; 5,472.¢ 4,819t 5,420.¢
Ceded medical claims payable, end of pe 26.2 23.5 16.4 32.¢ 29.¢
Gross medical claims payable, end of pe $ 5,415.¢ $ 5,341.¢ $ 5,489.( $ 4,852. $ 5,450.!
Current year medical claims paid as a percentage of

current year net incurred medical clai 79.2% 78.5% 88.8% 89.% 88.9%

Prior year redundancies in the current period as .

percentage of prior year net medical claims

payable less prior year redundancies in the cu

period 9.7% 4.8% 4.5% 15.2% 15.2%
Prior year redundancies in the current period as a

percentage of prior year net incurred medical
claims 1.C% 0.5% 0.5% 1.5% 1.7%

The following table provides a summary of the tvay lassumptions having the most significant impacbar incurred but not paid
liability estimates for the six months ended JuBe2®12 and 2011, which are the completion anditfaators. These two key assumptions can
be influenced by utilization levels, unit costsxrof business, benefit plan designs, provider reirabment levels, processing system
conversions and changes, claim inventory levessntprocessing patterns, claim submission patt@ndsoperational changes resulting from
business combinations.

Favorable Developments by Changes in Key

Assumptions
2012 2011
Assumed trend factors $ 368.2 $ 262.7
Assumed completion facto 113.¢ (40.9
Total $ 482.( $ 222.:
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The favorable development recognized in 2012 redudtom trend factors in late 2011 developing nfax@rably than originally
expected. Additional utilization had been assunmeekicess of normal year-end benefit seasonalitgldping at a lower level. Favorable
development in the completion factors resultingrfroperational improvements in the latter part dfR@lso contributed to the favorability. 1
favorable development recognized in 2011 resultedgrily from trend factors in late 2010 developimgre favorably than originally expect
This impact was partially offset by completion farst developing unfavorably due to slight incredaaggyment cycle times.

The ratio of current year medical claims paid gercent of current year net medical claims incumwed 88.8% for 2011, 89.6% for 2010
and 88.9% for 2009. Comparison of these ratiogcefla small level of fluctuation in claim processspeed that occurred over the course of
the three-year period. The six month periods prteseabove show that as of June 30, 2012, 79.3%roémt year net incurred medical claims
had been paid in the period incurred, as compar@8.5% for the same period in 2011. In 2011, #i® was impacted by the influx of
Medicare mass adjustment claims in the first hithe year.

We calculate the percentage of prior year redundaria the current period as a percent of prior yed incurred claims payable less p
year redundancies in the current period in ordeletmonstrate the development of the prior yearveseFor the six month period enc
June 30, 2012, this metric was 9.7%, reflectingatbeeleration in claim processing that occurreldte 2011 which had not been fully
recognized in completion factor development anddr@ctors at the end of the year. For the six impetiod ended June 30, 2011, this metric
was 4.8%, reflecting a lower level of redundancigss metric was 4.5%, 15.3% and 15.2% for the yeaded December 31, 2011, 2010 and
2009, respectively.

We calculate the percentage of prior year reduridarig the current period as a percent of prior yes incurred medical claims to
indicate the percentage of redundancy includeterpteceding year calculation of current year metiired medical claims. We believe this
calculation supports the reasonableness of our peiar estimate of incurred medical claims andékel of consistency in our methodology.
For the six months ended June 30, 2012, this mea&:1.0%, which was calculated using the redundah§482.0 shown above. For the six
months ended June 30, 2011, the comparable measdv6%, which was calculated using the redundah®222.3 and which represents an
estimate based on paid medical claims activity fd@amuary 1, 2011 to June 30, 2011. This metric@&& for full year 2011, 1.5% for 2010
and 1.7% for full year 2009, and demonstrates theipusly mentioned lower level of redundancie2®i1, along with the generally consist
level of reserve conservatism.

New Accounting Pronouncemen

In June 2011, the Financial Accounting Standardsrécor FASB, issued Accounting Standards UpdatéSiJ, 2011-05,
Comprehensive Income (Topic 220): Presentationarh@rehensive Incomer ASU 2011-05. ASU 2011-05 supersedes certaitions of
Accounting Standards Codification Topic 28hmprehensive Incomer ASC 220, and requires increased prominent¢leopresentation of
other comprehensive income in financial statemexd) 2011-05 requires entities to present net ireamd the components of other
comprehensive income in either a single contindmascial statement or in two separate but conseetihancial statements. ASU 2011-05
eliminates the option in ASC 220 to present the ponents of other comprehensive income in the setéwf changes in equity. Most of the
presentation requirements of ASU 2011-05 becansei@fe for us on a retrospective basis beginnimgidey 1, 2012. However, certain
presentation requirements of ASU 2011-05 were dedidny the FASB’s December 2011 issuance of ASUL2IY, Deferral of the Effective
Date for Amendments to the Presentation of Refleatons of Items Out of Accumulated Other Compreiive Income in Accountil
Standards Update No. 2011-08e elected to present the components of compreleimrgiome in two separate but consecutive financial
statements, which is illustrated in the “ConsokdbStatements of Income” and the “ConsolidatedeBtanhts of Comprehensive IncomniePar
I, Item 1 of this Form 10-Q.
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In May 2011, the FASB issued ASU 2011-64jr Value Measurement (Topic 820): Amendmentsctieve Common Fair Value
Measurement and Disclosure Requirements in U.S.Fe#l IFRS:, or ASU 2011-04. ASU 2011-04 amends ASC Topic &2, Value
Measuremer, to provide guidance on how fair value measurerabkauld be applied where existing GAAP already irsguor permits fair
value measurements. In addition, ASU 2011-04 reguexpanded disclosures regarding fair value measants. The adoption of ASU 2004-
on January 1, 2012 did not have a material impaduw consolidated financial position, results pérations or cash flows. However, we have
added certain disclosures related to fair valuesonesnents in Note 6, “Fair Value” to our unauditedsolidated financial statements included
in Part I, Item 1 of this Form 10-Q.

There were no other new accounting pronouncemssied or that became effective during the six nwettded June 30, 2012 that had,
or are expected to have, a material impact oninan€ial position, operating results or disclosures

Liquidity and Capital Resources
Introduction

Our cash receipts result primarily from premiundmanistrative fees, investment income, proceeds fiite sale or maturity of our
investment securities, proceeds from borrowingd,@oceeds from the exercise of stock options. @édsursements result mainly from clai
payments, administrative expenses, taxes, purclodsegestment securities, interest expense, paysmamlong-term borrowings, capital
expenditures, repurchases of our common stock mmtkedds. Cash outflows fluctuate with the amourd &iming of settlement of these
transactions. Any future decline in our profitatyilwould likely have an unfavorable impact on dquidity.

For a more detailed overview of our liquidity arapital resources management, see the “Introducteation included in the “Liquidity
and Capital Resources” section of Part Il, IterfiMlanagement’s Discussion and Analysis of Finan€iahdition and Results of Operations”
included in our 2011 Annual Report on Form 10-K.

Liquidity
The table below outlines the decrease in cash asid equivalents for the six months ended June(® and 2011:

Six Months Ended

June 30
2012 2011
Cash flows provided by (used it
Operating activitie! $1,744.¢ $1,886."
Investing activities (1,967.9) (470.2)
Financing activitie: (25.2) (1,509.)
Effect of foreign exchange rates on cash and casivaents (0.7 3.8
Decrease in cash and cash equivaler $ (2489 $ (89.0

During the six months ended June 30, 2012, net fiastprovided by operating activities was $1,7446mpared to $1,886.7 for the six
months ended June 30, 2011, a decrease of $14#sld@crease was driven primarily by increased oadiaim payments and lower net
income, partially offset by the early receipt oémiums for the third quarter of 2012 related toayament contracts as well as lower incentive
compensation payments.

Net cash flow used in investing activities was $,2 during the six months ended June 30, 2012paced to $470.2 for the six months
ended June 30, 2011. The increase in cash flowinsadesting
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activities of $1,497.0 between the two periods prity resulted from the purchase of 1-800 CONTAC@®ncrease in net purchases of
investments and an increase in purchases of pyoaed equipment, partially offset by changes irusées lending collateral.

Net cash flow used in financing activities was #8uring the six months ended June 30, 2012, compar$1,509.3 for the six months
ended June 30, 2011. The decrease in cash flowindiedncing activities of $1,484.1 primarily rdtd from an increase in proceeds from
long-term borrowings and a decrease in common gsequlrchases, partially offset by a decrease iptheeeds from the issuance of common
stock under our employee stock plans, changesrik beerdrafts and changes in securities lendingiplay

Financial Condition

We maintained a strong financial condition andiliify position, with consolidated cash, cash eglgints and investments, including
long-term investments, of $21,782.0 at June 30228ince December 31, 2011, total cash, cash dguaitgaand investments, including long-
term investments, increased by $1,085.5 primauily t cash generated from operations, increasadbdénces and changes in unrealized
gains on investments, partially offset by commartktrepurchases, our acquisition of 1-800 CONTACIHS,repayment of long-term debt,
purchases of property and equipment and cash dig&lpaid to shareholders.

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

At June 30, 2012, we held at the parent compar§0$2] of cash and cash equivalents and investmehish is available for general
corporate use, including investment in our busiegsacquisitions, potential future share repurchase shareholder dividends and debt and
interest payments.

We calculate a non-GAAP measure, our consolidagdd-tb-capital ratio, which we believe assists stoes and rating agencies in
measuring our overall leverage and additional lwimg capacity. In addition, our bank covenantsgatk a maximum debt-tiotal capital rati
that we cannot exceed. Our targeted range of detjital ratio is 25% to 35%. Our debt-to-capitdlo is calculated as the sum of debt
divided by the sum of debt plus shareholders’ gq@iur debt-to-capital ratio may not be comparablsimilarly titled measures reported by
other companies. Our consolidated debt-to-totaitabmtio was 32.0% and 29.6% as of June 30, 20t2December 31, 2011, respectively.

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

Future Sources and Uses of Liquidity

We regularly review the appropriate use of capitadluding debt borrowings, common stock repurchas® dividends to shareholders.
The issuance of debt and the declaration and payofiemy dividends or repurchases of our commookséwe at the discretion of our Board of
Directors and depend upon our financial conditresults of operations, future liquidity needs, flatpry and capital requirements and other
factors deemed relevant by our Board of Directors.

For additional information regarding our sourced ages of capital at June 30, 2012, see Note fQt;Dand the “Use of Capital —
Dividends and Stock Repurchase Program” sectidovioté 11, “Capital Stock” to our unaudited consdiéthfinancial statements included in
Part I, Item 1 of this Form 10-Q.
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For additional information regarding our future sms and uses of liquidity, see “Future Sourceslses of Liquidity” included in the
“Liquidity and Capital Resources” section of Padstitem 7, “Management’s Discussion and Analysis-mfancial Condition and Results of
Operations” in our 2011 Annual Report on Form 10-K.

Contractual Obligations and Commitments

We believe that funds from future operating caskwi, cash and investments and funds available undesredit agreement or from
public or private financing sources will be suféint for future operations and commitments, capitgjuisitions, including the pending
acquisition of Amerigroup, and other strategic s@etions.

For additional information regarding our estimatedtractual obligations and commitments, see th@éOContingencies” and
“Contractual Obligations and Commitments” sectiohdlote 10, “Commitments and Contingencies,” to onaudited consolidated financial
statements included in Part |, Item 1 of this FA®rQ. There have been no material changes to ontr&uual Obligations and Commitments
disclosure in our 2011 Annual Report on Form 10-K.

Risk-Based Capital

Our regulated subsidiaries’ states of domicile hete¢utory risk-based capital, or RBC, requiremémtdiealth and other insurance
companies largely based on the National Associatfdnsurance Commissioners, or NAIC, RBC Model . Adtese RBC requirements are
intended to measure capital adequacy, taking iotownt the risk characteristics of an insurer’'estments and products. The NAIC sets forth
the formula for calculating the RBC requirementhjch are designed to take into account asset fiis&srance risks, interest rate risks and
other relevant risks with respect to an individmalurance company’s business. In general, unde@tt, an insurance company must submit a
report of its RBC level to the state insurance dpant or insurance commissioner, as appropriatieaend of each calendar year. Our
regulated subsidiaries’ respective RBC levels d3afember 31, 2011, which was the most recentfdatghich reporting was required, were
in excess of all mandatory RBC thresholds. In aoldito exceeding the RBC requirements, we are mptiance with the liquidity and capital
requirements for a licensee of the BCBSA and withtaingible net worth requirements applicable ttage of our California subsidiaries.

Safe Harbor Statement under the Private Securitiekitigation Reform Act of 1995

This document contains certain forward-looking mfation about us that is intended to be coverethkysafe harbor for “forward-
looking statements” provided by the Private Se@sititigation Reform Act of 1995. Forward-lookisiitements are statements that are not
generally historical facts. Words such“expect(s),” “feel(s),” “believe(s),” “will,” “may, " “anticipate(s),” “intend,” “estimate,” “project”
and similar expressions are intended to identifywrd-looking statements, which generally are nistdrical in nature. These statements
include, but are not limited to, financial projemtis and estimates and their underlying assumptistagements regarding plans, objectives and
expectations with respect to future operationsdpigis and services; and statements regarding fyteréormance. Such statements are subject
to certain risks and uncertainties, many of whicé difficult to predict and generally beyond oumtml, that could cause actual results to
differ materially from those expressed in, or iraglor projected by, the forward-looking informatiand statements. These risks and
uncertainties include: those discussed and idesatifin our public filings and those of AMERIGROUP@wation with the U.S. Securities and
Exchange Commission, or SEC; increased governnatitipation in, or regulation or taxation of healtbenefits and managed ce
operations, including, but not limited to, the incpaf the Patient Protection and Affordable Card Ard the Health Care and Education
Reconciliation Act of 2010; trends in health caoests and utilization rates; our ability to secungficient premium rates including regulatc
approval for and implementation of such rates; ability to contract with providers consistent wjthst practice; our ability to consummate
the acquisition of AMERIGROUP
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Corporation and our ability to achieve expectedesgies and operating efficiencies in the AMERIGRQOLg?poration and 1800 CONTACT
Inc. acquisitions within the expected timeframeataall and to successfully integrate our operasipsuch integrations may be more diffici
time consuming or costly than expected; revenuisifing the transactions may be lower than expeobgerating costs, customer loss and
business disruption, including, without limitatiafifficulties in maintaining relationships with efopees, customers, clients and suppliers, may
be greater than expected following the transacti@asnpetitor pricing below market trends of incregscosts; reduced enrollment, as well as
a negative change in our health care product misks and uncertainties regarding Medicare and Mattigrograms, including those related
to non-compliance with the complex regulations isgabthereon and funding risks with respect to raeareceived from participation therein;
a downgrade in our financial strength ratings; difition and investigations targeted at health bea&fompanies and our ability to resolve
litigation and investigations within estimates; riead malpractice or professional liability claims other risks related to health care services
provided by our subsidiaries; risks inherent inlisgl healthcare products in the consumer retail ketr our ability to repurchase shares of ¢
common stock and pay dividends on our common siieeko the adequacy of our cash flow and earnimgsather considerations; non-
compliance by any party with the Express Scripts, pharmacy benefit management services agreemhbith could result in financial
penalties, our inability to meet customer demaadsl sanctions imposed by governmental entitiefdirog the Centers for Medicare al
Medicaid Services; events that result in negatiwiliity for us or the health benefits industryildae to effectively maintain and modernize
information systems and e-business organizationtamdaintain good relationships with third partyngkors for information system resources;
events that may negatively affect our license tighBlue Cross and Blue Shield Association; possibpairment of the value of our intangible
assets if future results do not adequately supgooidwill and other intangible assets; intense cotitipa to attract and retain employees;
unauthorized disclosure of member sensitive oridenfial information; changes in the economic aratket conditions, as well as regulations
that may negatively affect our investment port®had liquidity; possible restrictions in the payrhef dividends by our subsidiaries and
increases in required minimum levels of capital #mel potential negative effect from our substardralount of outstanding indebtedness;
general risks associated with mergers and acquoisdj various laws and provisions in our governirggdments that may prevent or discour
takeovers and business combinations; future putdadth epidemics and catastrophes; and general @oandownturns. Readers are cautio
not to place undue reliance on these forward-loglstatements that speak only as of the date hdeeoépt to the extent otherwise required by
federal securities law, we do not undertake anygaibion to republish revised forwa-looking statements to reflect events or circumstan
after the date hereof or to reflect the occurrentenanticipated events. Readers are also urgezhtefully review and consider the various
disclosures in our SEC reports.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

For a detailed discussion of our market risks,rrefdtem 7A, “Quantitative and Qualitative Disclmes about Market Risk,” included in
our 2011 Annual Report on Form 10-K. There havenbeematerial changes to any of these risks siremebber 31, 2011.

ITEM 4. CONTROLS AND PROCEDURES

We carried out an evaluation as of June 30, 20d@ewuthe supervision and with the participatiomaf management, including our Chief
Executive Officer and Chief Financial Officer, bkteffectiveness of the design and operation oflmalosure controls and procedures as
defined in Rule 13a-15(e) of the Securities Excleafigt of 1934. Based upon that evaluation, the {Executive Officer and Chief Financial
Officer concluded that our disclosure controls pratedures are effective in timely alerting thenmtaterial information relating to us
(including our consolidated subsidiaries) requietie disclosed in our reports under the Securitiehange Act of 1934. In addition, basec
that evaluation, the Chief Executive Officer andeErinancial Officer concluded that our disclosaomtrols and procedures were effective in
ensuring that information required to be disclosgdis in the reports that we file or submit undher Securities Exchange Act of 1934 is
accumulated and communicated to our managemehiding the Chief Executive Officer and Chief Fina©fficer, as appropriate to allow
timely decisions regarding required disclosures.

There have been no changes in our internal coowa financial reporting that occurred during theee months ended June 30, 2012 that
have materially affected, or are reasonably likelynaterially affect, our internal control overdincial reporting.

PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

For information regarding legal proceedings at J8®e2012, see the “Litigation” and “Other Continges” sections of Note 10,
“Commitments and Contingencies” to our unauditedsotidated financial statements included in Pdtem 1 of this Form 10-Q.

ITEM 1A. RISK FACTORS
Except as set forth below, there have been no lmbbtdranges to the risk factors disclosed in ourl2Bnnual Report on Form 10-K.

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

Our acquisition of 1-800 CONTACTS, Inc., a direcanketer of contact lenses and eyeglasses throlgpghtme and Internet sites,
exposes us to certain new risks inherent in thewoer eye care retail market. We rely on manufacsusf contact lenses, eyeglass frames,
prescription eyeglass lenses, and other assogadelicts to supply sufficient quantities for oueds, and to employ best manufacturing
practices to avoid product liability claims. Sefjiprescription medical devices creates numerougdatayy risks due to applicable rules
promulgated by the U.S. Food and Drug Administratiod the Federal Trade Commission. These regnfatiwlude prescription verification
rules, labeling and usage instructions and documeention requirements. Business licensing anistradion requirements vary from state to
state. These requirements are usually interpretdceaforced by state attorneys general. Violatmfreny of the federal or state regulations and
requirements could result in civil or criminal p&ies or injunctions. All of these risks could résn regulatory action which could have a
material adverse effect on our business, cash fioancial condition and results of operations.
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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 periodisdtied:

Approximate

Total Number Dollar Value
of Shares
of Shares that May Yet
Purchased
Total Number Average as Part Be Purchase
Price Paid of Publicly
of Shares Announced Under the
Period Purchased? per Share Programs 2 Programs
(in millions, except share and per share d¢
April 1, 2012 to April 30, 201! 2,835,06! $ 70.7¢ 2,833,001 $ 3,453t
May 1, 2012 to May 31, 201 3,485,14 66.9¢ 3,480,20! 3,220.t
June 1, 2012 to June 30, 2C 894,02: 67.7¢ 891,00( 3,160.:
7,214,23! 7,204,20!

Total number of shares purchased includes 10,0B&ded to or withheld by us in connection with doyee payroll tax withholdin
upon exercise or vesting of stock awards. Stocktgrin employees and directors and stock issuestdok option plans and stock
purchase plans in the consolidated statementsanébblder equity are shown net of these shares purchi

Represents the number of shares repurchased thoaughpurchase program authorized by our Boafdirgctors. During the thre

months ended June 30, 2012, we repurchased 7,20dh20es at a cost of $493.7 under the prog

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.

ITEM 4. MINE SAFETY DISCLOSURES
None.

ITEM 5. OTHER INFORMATION
None.

ITEM 6. EXHIBITS

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

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

WELLPOINT, INC.
Registran

Date: July 25, 2012 By: /s/WAyYNES. DEV EYDT
Wayne S. DeVeyc
Executive Vice President and Chief Financial Offi
(Duly Authorized Officer and Principal Financial fi@er)

Date: July 25, 201 By: /s/ JoHNE. GALLINA
John E. Gallin:

Senior Vice President, Controller, Chief Accountdfficer and Chie
Risk Officer (Principal Accounting Office
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Exhibit

Number

2.1

3.1

3.2

4.1

4.2

311

31.2

32.1

32.2

101

INDEX TO EXHIBITS

Exhibit

Agreement and Plan of Merger, dated as of July0222y and among WellPoint, Inc., WellPoint Mereib, Inc. and
AMERIGROUP Corporation, incorporated by referere&xhibit 2.1 to the Company’s Current Report onnr®&-K filed on
July 10, 2012

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

By-Laws of the Company, as amended effective Dece®2010, incorporated by reference to Exhibit 8.2he Compar’s
Current Report on Form-K filed on December 13, 201

Indenture dated as of January 10, 2006 betwee@dhgany and the Bank of New York Mellon Trust CompaN.A., as
trustee (formerly known as The Bank of New York §ir@Gompany, N.A.), incorporated by reference toikixH.1 to the
Company’s Current Report on Form 8-K dated Jantiary2006, SEC File No. 001-16751.

(&) Form of the 3.125% Notes due 2022, incotiearay reference to Exhibit 4.2 to the Company’sré€ut Report on Form 8-
K, filed on May 7, 2012.

(b) Form of the 4.625% Notes due 2042, incorgaté®y reference to Exhibit 4.3 to the Company’sr€ut Report on Form 8-
K, filed on May 7, 2012

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

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

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

Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiioBe906 of the Sarbar-
Oxley Act of 2002

Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiioBe906 of the Sarbanes-
Oxley Act of 2002

The following material from WellPoint, Inc.’s Quarty Report on Form 10-Q, for the quarter endece BB 2012, formatted in
XBRL (Extensible Business Reporting Language)th® Consolidated Balance Sheets; (ii) the Constadi&tatements of
Income; (iii) the Consolidated Statements of Corhpresive Income; (iv) the Consolidated StatemenBash Flows; (v) the
Consolidated Statements of Sharehol’ Equity; and (vi) Notes to Consolidated Financiat8ments
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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, Angela F. Braly, certify that:

1. | have reviewed this report on Form-Q of WellPoint, Inc.:
2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or amgttate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtaisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statements$ atéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtf@ periods presented in this rep
4.  The registrant’s other certifying officer andrk responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay
a) designed such disclosure controls and proceduresiused such disclosure controls and procedures ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

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

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

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

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

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

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

Date: July 25, 2012 /sl ANGELA F. BRALY

Chair of the Board, President ¢
Chief Executive Office



Exhibit 31.2

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

I, Wayne S. DeVeydt, certify that:

1. | have reviewed this report on Form-Q of WellPoint, Inc.:
2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or amgttate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtaisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statements$ atéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtf@ periods presented in this rep
4.  The registrant’s other certifying officer andrk responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay
a) designed such disclosure controls and proceduresiused such disclosure controls and procedures ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

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

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

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

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

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

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

Date: July 25, 2012 /sl WAYNE S. DEVEYDT

Executive Vice President a
Chief Financial Office



Exhibit 32.1

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

In connection with the Quarterly Report of WellPgimc. (the “Company”) on Form 10-Q for the perieaded June 30, 2012 as filed with the
Securities and Exchange Commission on the dat®hg@he “Report”), I, Angela F. Braly, Chair of tieoard, President and Chief Executive
Officer of the Company, certify, pursuant to 18 IS8 1350, as adopted pursuant to § 906 of theaBas-Oxley Act of 2002, that:

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

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

/sl ANGELA F. BRALY

Angela F. Braly
Chair of the Board, President and Chief Execufiicer

July 25, 2012




Exhibit 32.2

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

In connection with the Quarterly Report of WellPgimc. (the “Company”) on Form 10-Q for the perieaded June 30, 2012 as filed with the
Securities and Exchange Commission on the datehg@he “Report”), I, Wayne S. DeVeydt, Executivéc¥ President and Chief Financial
Officer of the Company, certify, pursuant to 18 IS8 1350, as adopted pursuant to § 906 of theaBas-Oxley Act of 2002, that:

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

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

/sl WAYNE S. DEVEYDT
Wayne S. DeVeydt
Executive Vice President and Chief Financial €fi
July 25, 201:




