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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D. C. 20549

FORM 10-Q

(Marne) QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 19¢
For the Quarterly Period ended September 30,
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(dy O

THE SECURITIES EXCHANGE ACT OF 19¢

For the transition period from to

Commission file number: 001-16751

ANTHEM, INC.

(Exact name of registrant as specified in its chaetr)
Indiana 35-214571¢

(State or other jurisdiction of (I.R.S. Employer Identification Number)
incorporation or organization)

120 Monument Circle
Indianapolis, Indiana 462044903

(Address of principal executive offices) (Zip Code)
Registrant’s telephone number, including area codé317) 488-6000

Not Applicable
(Former name, former address and former fiscal yearif changed since last report)

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wejuired to file such reports), and (2)
has been subject to such filing requirements ferpist 90 days. Ye&] No O

Indicate by check mark whether the Registrant iaaelerated filer (as defined in Rule 12b-2 ofAlet). Yes No O

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

Title of Each Class Outstanding at October 31, 2003

Common Stock, $0.01 par val 138,281,346 share
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PART I. FINANCIAL INFORMATION
ITEM 1. Financial Statements

CONSOLIDATED BALANCE SHEETS

(In Millions, Except Share Data)

Assets
Current asset:
Investments available-for-sale, at fair value:
Fixed maturity securities
Equity securities

Cash and cash equivalel

Premium and self-funded receivables
Reinsurance receivables

Other receivables

Income tax receivable

Other current assets

Total current asse

Restricted cash and investments
Property and equipment
Goodwill

Other intangible assets

Prepaid pension benefits

Other noncurrent assets

Total assets

Liabilities and shareholders’ equity
Liabilities
Current liabilities:
Policy liabilities:
Unpaid life, accident and health claims
Future policy benefit
Other policyholder liabilities

Total policy liabilities

Unearned incom

Accounts payable and accrued expenses
Bank overdrafts

Income taxes payab

Other current liabilities

Total current liabilities

Long term debt, less current porti
Postretirement benefits

Deferred income taxes

Other noncurrent liabilitie

Total liabilities

Shareholders’ equity

Preferred stock, without par value, shares autkdrz100,000,000;
shares issued and outstanding—none

Common stock, par value $0.01, shares authorized®;890,000;
shares issued and outstanding: 2003, 138,196, 7®2,239,332,13

Additional paid in capital

Retained earnings

Unearned restricted stock compensa

Accumulated other comprehensive income

Total shareholders’ equity

Total liabilities and shareholders’ equity

See accompanying notes.

ANTHEM, INC.

September 3C December 31

2003 2002
(Unaudited)

$ 6,334.: $ 5,797..

173.2 150.%

6,507.¢ 5,948.:

670.1 694.¢

1,065.( 892.7

96.4 76.5

229.( 192.¢

5.1 11.7

61.5 60.2

8,634.¢ 7,876.t

56.€ 49.1

520.2 537.¢

2,458.: 2,484.¢

1,239.: 1,274.¢

222.¢ 146.2

73.€ 70.€

$ 13,205.: $ 12,439.

I I

$ 1,861.¢ $ 1,826.(

364.1 344.7

435.1 497.%

2,661.( 2,668.(

357.C 326.¢

435.( 471.¢

447.% 357.¢

100.7 109.¢

711.¢ 514.¢

4,712.¢ 4,448.¢

1,662.( 1,659.

191.1 196.¢

491t 389.¢

295.2 382.(

7,352.: 7,077.(

14 14

4,721k 4,762.:

982.2 481.%

(3.7 (5.9

151.¢ 1225

5,853.( 5,362.

$ 13,205.: $ 12,439.

I I
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ANTHEM, INC.

CONSOLIDATED STATEMENTS OF INCOME

(In Millions, Except Per Share Data)

Revenues
Premiums
Administrative fee:
Other revenu

Total operating revent
Net investment incom
Net realized gains on investme
Gain (loss) on sale of subsidiary operati

Expenses

Benefit expens

Administrative expens

Interest expens

Amortization of other intangible ass¢

Income before income taxes and minority interes
Income taxe:
Minority interest

Net income

Net income per share
Basic

Diluted

See accompanying notes.

(Unaudited)

Three Months Ended

Nine Months Ended

September 30 September 30
2003 2002 2003 2002
$3,857.: $3,221.! $11,289.( $8,352.¢
297 .2 257.1 879.¢ 674.¢
31.c 24.¢ 92.t 62.5
4,185.¢ 3,503.¢ 12,260.! 9,090.:
70.¢ 67.% 207.¢ 187.t
5.€ 7.3 9.1 13.2
(0.4) 1.C (1.4 1.C
4,261.¢ 3,579.¢ 12,476.! 9,291.¢
3,123.: 2,626.¢ 9,177.. 6,937.¢
783.t 683.7 2,273.¢ 1,733.°
32.€ 30.2 98.¢ 65.4
11.¢ 9.4 35.€ 16.€
3,951.¢ 3,350.( 11,585.: 8,753.7
310.2 229.¢ 891.c 538.2
112.1 56.¢ 321.¢ 158.¢
1.€ & 4.C 2.1
$ 196 $ 1712 $ b565.F $ 377z
$ 14c $ 1.3t $ 4.0¢ $ 3.37
$ 1.3¢ $ 1.2¢ $ 3.9¢ $ 3.3C
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ANTHEM, INC.
CONSOLIDATED STATEMENTS OF SHAREHOLDERS'’ EQUITY
(Unaudited)
Unearned
Common Stock : Accumulated
Additional Restricted Other Total
- C hensi Shareholders’
Number of Par Paid in Retained Compensatior omprenensi arenoters
Shares Value Capital Earnings Income Equity
(In Millions, Except Share Data)
Balance at December 31, 2C 139,332,13 $1.4 $4,762.. $ 481. $ 53 $ 122.7 $ 5,362.
Net income — — — 565.5 — — 565.t
Change in net unrealized gains on
investment: — — — — — 28.¢ 28.¢
Comprehensive incorr 594.¢
Repurchase and retirement of common
stock (2,320,80) — (79.9) (64.€) — — (143.9
Issuance of common stock for stock
incentive plan and employee stock
purchase plan, net of amortizati 1,185,309 — 38.¢€ — 1.€ — 40.2
Balance at September 30, 2( 138,196,72 $1.4 $4,721% $ 982.C $ 377 % 151.¢ $ 5,853.(
Balance at December 31, 2C 103,295,67 $1.1 $1,960.& $ 55.7 $ = $ 42.4 $ 2,060.(
Net income — — — 377.2 — — 377.2
Change in net unrealized gains on
investment: — — — — — 79.€ 79.€
Comprehensive incorr 456.¢
Acquisition of Trigon Healthcare, Inc.,
net of issue cos 38,971,90 0.3 2,899.. — — — 2,899t
Repurchase and retirement of commc
stock (1,721,80) — (48.9) (60.9) — — (209.9)
Issuance of common stock for stock
incentive plan and employee stock
purchase plan, net of amortizati 643,50: — 23.¢ — (5.9 — 18.C
Adjustments related to the
demutualizatior 54,51¢ — 0.2 — — — 0.2
Balance at September 30, 2( 141,243,80 $1.4 $4,835.. $ 372.¢ $ 5.9 $ 122.( $ 5,325.0

See accompanying notes.
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ANTHEM, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

(In Millions)
Operating activities
Net income

Adjustments to reconcile net income to net caskigenl by operating activitie:

Net realized gains on investme
Depreciation, amortization and accret
Deferred income taxe
Loss (gain) on sale of subsidiary operati
Loss (gain) on sale of ass:
Changes in operating assets and liabilities, neffett of purchases
and divestitures
Restricted cash and investme
Receivable!
Other asset
Policy liabilities
Unearned incom
Accounts payable and accrued expet
Other liabilities
Income taxe:

Cash provided by operating activiti

Investing activities

Purchases of investmer

Sales or maturities of investmel

Purchases of subsidiaries, net of cash acq
Sale of subsidiary, net of cash s

Proceeds from sale of property and equipn
Purchases of property and equipm

Cash used in investing activiti

Financing activities

Proceeds from long term borrowin

Payments on long term borrowin

Repurchase and retirement of common s

Proceeds from exercise of stock options and emplsyeck purchase pl:
Costs related to the issuance of shares for tlgomacquisitior
Adjustment to payments to eligible statutory mersberthe demutualizatio

Cash provided by (used in) financing activit

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

Cash and cash equivalents at end of pe

See accompanying notes.

Nine Months Ended

September 30
2003 2002
$ b565.F $ 377.
(9.1) (13.9)
183.¢ 101.C
120.€ 50.5
14 (1.0
(0.2) 1.3
(7.9 7.3
(221.6) (30.6)
(1.0 13.1
(1.0) 126.1
30.t 29.t
(33.9) 34.5
86.1 (69.0
12.1 (2.9)
725.7 623.¢
(3,623.9) (3,537.9)
3,163.: 3,441.¢
(3.5 (790.5)
(2.9 1.3
5.2 5.€
(83.1) (81.7)
(544.2) (960.€)
— 938.t
(100.0 —
(143.9 (109.7)
37.€ 17.1
— (4.2)
— 0.2
(206.9) 842.F
(24.€) 505.€
694.¢ 406.<
$ 670.] $ 912.(
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ANTHEM, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

September 30, 2003
(Dollars in Millions, Except Share Data)

1. Basis of Presentation

The accompanying unaudited consolidated finant@&éments of Anthem, Inc. (“Anthem”) and its suliiks (the “Company”) have
been prepared in accordance with accounting piegigenerally accepted in the United States (“GAABY interim financial reporting.
Accordingly, they do not include all of the infortitan and footnotes required by GAAP for completaficial statements. In the opinion of
management, all adjustments, including normal maegiradjustments, necessary for a fair presentatighe consolidated financial statements
as of and for the three and nine month periodsa&agtember 30, 2003 and 2002 have been recortiedesults of operations for the three
and nine month periods ended September 30, 2003%arecessarily indicative of the results that heayexpected for the full year ending
December 31, 2003. These unaudited consolidataddial statements should be read in conjunctioh thi¢ Company audited consolidate
financial statements for the year ended Decembge2@12 included in Anthem’s Annual Report on For@aKlL as filed with the Securities and
Exchange Commission.

Certain prior year amounts have been reclassifiegbbform to the current year presentation.

2. Business Combinations
Pending Transaction with WellPoint Health Networks Inc.

On October 27, 2003, Anthem and WellPoint Healthaeks Inc. (“WellPoint”) announced that they hamered into a definitive
agreement and plan of merger (“Merger Agreemenifypant to which WellPoint will merge into a whaebiyvned subsidiary of Anthem.
Upon completion of the merger, Anthem will changename to WellPoint, Inc. WellPoint offers a brapeéctrum of network-based managed
care plans through its subsidiaries operating utigetrade names of Blue Cross of California, Bluess Blue Shield of Georgia, Blue Cross
Blue Shield of Missouri, Blue Cross Blue Shield tédi of Wisconsin, HealthLink and UNICARE. WellPdsimanaged care plans include
preferred provider organizations, health mainterasrganizations and point of service and otheribdyllians and traditional indemnity plans.
In addition, WellPoint offers managed care servigeduding underwriting, actuarial services, netkaccess, medical management and
claims processing. WellPoint also provides a braady of specialty and other products, includingnpiiacy benefits management, dental,
vision, life insurance, preventive care, disabilitgurance, behavioral health, COBRA and flexitadfits account administration. Under the
Merger Agreement, WellPoint’s stockholders willeae twenty-three dollars and eighty cents in casthone share of Anthem common
stock for each WellPoint share outstanding. Theealf the transaction was estimated to be apprdrisn&16,400.0 based on the closing
price of Anthem’s common stock on the New York &t&xchange on October 24, 2003. The transactierpgcted to close by mid-2004,
subject to, among other things, regulatory andedt@der approvals.

Acquisition of Trigon Healthcare, Inc.

On July 31, 2002, Anthem completed its purchasE)6f6 of the outstanding stock of Trigon Healthcéme, (“Trigon”) for a purchase
price of $4,038.1. Trigon was Virginia’s largesal care company and was the Blue Cross and BiigddSicensee in Virginia, excluding
the immediate suburbs of Washington, D.C. The aitipon provided the Company with a new segment ($ast) with approximately 2.5
million members and a nearly forty percent sharthefVirginia market for health benefits. The réswf operations for Trigon are included
the Company’s consolidated income statement dfeecompletion of the acquisition.

5
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ANTHEM, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

Disapproved Acquisition of Blue Cross and Blue Shield of Kansas

On May 31, 2001, Anthem Insurance Companies, I#aithem Insurance”) and Blue Cross and Blue Shi#ldansas (“BCBS-KS”)
announced they had signed a definitive agreemastpat to which BCBS-KS would become a wholly-owsabsidiary of Anthem
Insurance. On February 11, 2002, the Kansas Inser@mmissioner (“Commissioner”) disapproved theppsed transaction, which had
been previously approved by the BCBS-KS policyhdde January 2002. The Company joined BCBS-KSiiagpeal of the
Commissioner’s decision, which was filed with tHea&nee County District Court (“District Court”) dtarch 7, 2002. On June 7, 2002, the
District Court ruled in favor of Anthem and BCBS-K#&cating the Commissioner’s decision and remantlia matter to the Commissioner
for further proceedings not inconsistent with thstiict Court’s order. On June 10, 2002, the Consiniser appealed the District Court’s
ruling to the Kansas Supreme Court (“Supreme Chu@ih August 6, 2003, the Supreme Court overtuthedistrict Court’s ruling and
reinstated the Commissioner’s 2002 disapprovahefaroposed transaction. The Company and BCBS-K8& thecided not to appeal this
decision and the definitive agreement has beenirteted.

3. Capital Stock
Stock Repurchase Program

On January 27, 2003, the Board of Directors autledrihe repurchase of up to $500.0 of stock ungeogram that will expire in
February 2005. Under the program, repurchases mayauae from time to time at prevailing prices, sab}o certain restrictions on volume,
pricing and timing. During the nine months endegt&mber 30, 2003, the Company repurchased anddetjB20,800 shares, at an average
per share price of $61.99, for an aggregate co3148.9. The excess of cost of the repurchase@sloer par value is charged on a pro rata
basis to additional paid in capital and retainethiegs.

Stock I ncentive Plan

The Company’s 2001 Stock Incentive Plan (“StockiBlarovides for the granting of stock options,triesed stock awards,
performance stock awards, performance awards acH appreciation rights to eligible employees aod-employee directors. The Stock
Plan permits the Compensation Committee of the @ofDirectors to make grants in such amounts asdeh times as it may determine.

During the nine months ended September 30, 2083Ctmpany granted stock options to purchase 1,B0&Rares to certain eligible
employees. The weighted average exercise prideesktoptions was $71.61 per share, the fair vdltleestock on the grant date. These
options will vest and expire over terms set by@menpensation Committee of the Board of Directos.the nine months ended September
30, 2003, 944,100 options were exercised pursoeamth the 2001 Stock Incentive Plan and the forfimigyon Stock Plans, for an aggregate
total proceeds to the Company of $23.1.

During the nine months ended September 30, 2083Ctmpany granted 20,588 shares of stock andatestrstock, including 16,849
restricted shares to Anthem Southeast employeesr lnig-term incentive agreements and 3,739 shanmesn-employee directors at the fair
value of the stock on the grant date. For grantestficted stock, other than those awarded umhgr-term incentive agreements, unearned
compensation equivalent to the fair market valuthefshares at the date of grant is recorded apaae component of shareholders’ equity
and subsequently amortized to compensation expresehe vesting period. Expense of $0.6 and $as/een recorded for the three and
nine months ended September 30, 2003, respectively.

Stock options and restricted stock awards are ormdidered outstanding in computing the weightedaye number of shares
outstanding for basic earnings per share, butrataded, from the grant date, in determining

6
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ANTHEM, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

3. Capital Stock (continued)

diluted earnings per share using the treasury statkod. The stock options are dilutive in periadien the average market price exceeds the
grant price. The restricted stock awards are diutvhen the aggregate fair value exceeds the anodumearned compensation remaining to
be amortized.

On January 27, 2003, the Board of Directors apptpaad on May 12, 2003 the shareholders approvedndments to the Stock Plan
including the following: (i) increase the numberstiares of common stock available for distributioder the plan from 7,000,000 to
20,000,000, (ii) authorize the grant of sharesesfricted and unrestricted common stock in liethefCompany’s obligations to pay cash
under other plans and compensatory arrangementsding the Company’s Annual Incentive Plan andd.derm Incentive Plan; and (iii)
certain other changes necessary in order for thekStlan to comply with the requirements of Secfi6@(m) of the Internal Revenue Code.

Employee Stock Purchase Plan

Employee purchases under the Employee Stock Puwé¢Has were 278,742 shares, with a total purchassiat of $14.4 during the
nine months ended September 30, 2003. As of Septedth 2003, payroll deductions of $1.2 have beenmulated toward purchases for
three-month period ending November 30, 2003.

Pro Forma Disclosure

FAS 148,Accounting for Stock-Based Compensation-Transaiwh Disclosure was issued in December 2002. This statement asnend
FAS 123,Accounting for Stock-Based Compensatiand Accounting Principles Board Opinion No. B&erim Financial Reporting to
require more prominent disclosure and specifieddhma, content and location of those disclosurdsdth annual and quarterly financial
statements. The Company continues to accountsatdick-based compensation using the intrinsic agetinder Accounting Principles Board
Opinion No. 25Accounting for Stock Issued to Employeasd accordingly, does not recognize compensatipense related to stock opti
and employee stock purchases. The adoption of F8had no impact on the Company’s financial positio results of operations. The
Company has adopted the disclosure requiremem88f123, as amended by FAS 148.

7
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ANTHEM, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

3. Capital Stock (continued)

Pro forma information regarding net income and ie@sper share has been determined as if the Congraounted for its stock-based
compensation using the fair value method. For pggpmf pro forma disclosures, compensation expernsereased for the estimated fair
value of the options amortized over the optionstivey periods and for the difference between thekaetarice of the stock and discounted
purchase price of the shares on the purchase afatiesf employee stock purchases. The stock-basptbgee compensation expense included
in reported net income represents compensatiomsepgieom restricted stock awards being amortizedt the awards vesting period. The
Company’s pro forma information is as follows:

Three Months Ended Nine Months Ended

September 30 September 30
2003 2002 2003 2002
Reported net incom $196.5 $171.2 $565.5 $377.2
Add: Stock-based employee compensation expensedticted stock
awards included in reported net income (net of 0.t 0.4 1.3 0.€
Less: Total stock-based employee compensation erpidgtermined
under fair value based method for all awards (&g (7.2 (4.9 (18.0 (9.6)
Pro forma net incom $189.¢ $166.¢ $548.¢ $368.2
Earnings per shar
Basic—as reportel $ 142 $ 132 $ 4.0¢ $ 3.37
Basi—pro forma $ 1.37 $ 1.2¢ $ 3.9¢ $ 3.2¢
Diluted—as reportet $ 1.3¢ $ 1.2¢ $ 3.9¢ $ 3.3C
Diluted—pro forma $ 1.3t $ 1.2¢ $ 3.8¢ $ 3.2¢

4. Earnings Per Share
The denominator for basic and diluted earningsspare for the three and nine months ended Septe3b2003 and 2002 is as follo

Three Months Ended Nine Months Ended
September 30 September 30
2003 2002 2003 2002

Denominator for basic earnings per share—weightedage

shares 138,292,48 128,844,68 138,409,96 111,793,85
Effect of dilutive securities—employee and directock options

and nol-vested restricted stock awal 1,276,65: 1,815,42 1,278,46. 983,76
Effect of dilutive securities—contingent shareb&issued unde

long-term incentive plai 930,88 — 438,01« —
Effect of dilutive securities—incremental sharemfrconversion

of Equity Security Unit purchase contra 2,152,85 1,632,90i 1,865,83I 1,492,42
Denominator for diluted earnings per sh 142,652,87 132,293,01 141,992,27 114,270,04

Weighted average shares used for basic earningghpes assumes adjustments, if any, to common dtstributed in the
demutualization occurred at the beginning of thartar in which changes were identified.

8
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ANTHEM, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

5. Investments

During the three and nine months ended Septemh&0B3, the Company recorded charges of $1.1 aadi$&spectively, for other
than temporary impairment of securities. Duringttivee and nine months ended September 30, 200Zdmpany recorded charges of $1.9
and $3.1, respectively, for other than temporanyaimment of securities. Charges for other than taany impairment are reported with net
realized gains (losses) on investments.

6. Segment Information
Financial data by reportable segment for the threknine months ended September 30, 2003 and 2@&2follows:

Other and

Midwest East West Southeast Specialty Eliminations Total
Three Months Ended September 30, 2003
Operating revenue from external custorr $1,690.° $1,173.0 $265.2 $ 948.. $ 64.7 $ 43.¢ $ 4,185.¢
Intersegment revenu 2.6 (12.6¢) 1.4 2.1 129.t (223.9) —
Operating gain (loss¢ 108.¢ 75.4 32.¢ 82.C 18.7 (38.6) 279.(
Three Months Ended September 30, 20C
Operating revenue from external custorn 1,520.! 1,078." 225.c 573. 57.2 48.€ 3,503.¢
Intersegment revenur 0.t 0.1 0.1 0.1 78.7 (79.5) —
Operating gain (loss 67.2 61.7 31.7 46.2 13.4 (26.9) 193.t
Nine Months Ended September 30, 20C
Operating revenue from external custon 4,952.; 3,423.¢ 770.5 2,790.: 182.1 1425 12,260.¢
Intersegment revenu 8.1 (36.9 3.€ 5.1 351.c (331.9) —
Operating gain (loss 323.¢ 212.¢ 79.¢ 243.¢ 47.€ (97.9) 809.¢
Nine Months Ended September 30, 20C
Operating revenue from external custorn 4,480.¢ 3,057.¢ 682.5 573. 167.C 128.€ 9,090.:
Intersegment revenur 0.t 0.1 0.1 0.1 216.( (216.¢) —
Operating gain (loss¢ 182.¢ 156.¢ 49.2 46.2 38.¢€ (55.29) 418.7

A reconciliation of reportable segments operatevenues to the amounts of total revenues inclutléukei consolidated statements of
income for the three and nine months ended Septed®@003 and 2002 is as follows:

Three Months Ended Nine Months Ended
September 30 September 30

2003 2002 2003 2002
Reportable segments operating rever $4,185.¢ $3,503.¢  $12,260.! $9,090.:
Net investment incom 70.¢ 67.2 207.¢ 187.t
Net realized gains on investme 5.€ 7.3 9.1 13.2
Gain (loss) on sale of subsidiary operati (0.9 1.0 (1.9 1.C
Total revenue $4,261.¢ $3,579..  $12,476.! $9,291.¢
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ANTHEM, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

6. Segment Information (continued)

A reconciliation of reportable segments operatiagngo income before income taxes and minorityrggeincluded in the consolidated
statements of income for the three and nine maatded September 30, 2003 and 2002 is as follows:

Three Months Ended Nine Months Ended

September 30 September 30
2003 2002 2003 2002
Reportable segments operating ¢ $279.( $193.F  $809.¢ $418.7
Net investment incom 70.¢ 67.3 207.¢ 187.t
Net realized gains on investme 5.€ 7.3 9.1 13.2
Gain (loss) on sale of subsidiary operati (0.9 1.C (1.9 1.C
Interest expens (32.9 (30.9) (98.€) (65.9)
Amortization of other intangible ass¢ (11.9) (9.9 (35.6€) (16.8)
Income before income taxes and minority inte $310.Z $229.2  $891.C $538.2

7. Debt and Commitments

Anthem will have cash requirements of approxima%sy900.0 for the pending transaction with WellRaimcluding both the cash
portion of the purchase price and estimated traiggacosts. During October 2003, Anthem obtainedmmitment for a bridge loan of up to
$3,000.0. Additionally, as of October 31, 2003, @@mpany had $700.0 of cash and investments ambsatc $1,000.0 of credit facilities, as
discussed below. All indebtedness under the bridge must be repaid in full no later than March 3005.

On July 1, 2003, Anthem renewed its $600.0 revghdredit facility, which now expires June 29, 2004ere were no material changes
in terms, including required compliance with cartabvenants, from the previous facility. Any amauatitstanding under this facility at June
29, 2004 (except amounts that bear interest rat@srdined by a competitive bidding process) contea one-year term loan at Anthem'’s
option. Anthems$ $400.0 revolving credit facility, which expire®Wember 5, 2006, continues to be effective. Thezsevmo borrowings und
any of these facilities during the nine months eh8eptember 30, 2003.

On July 15, 2003, $100.0 of senior guaranteed raftdsithem Insurance matured and were repaid byémtinsurance.

On January 27, 2003, the Board of Directors autkdrimanagement to establish a $1,000.0 commewsgerprogram. Proceeds from
any future issuance of commercial paper may be imegkeneral corporate purposes, including the memse of debt and common stock of
the Company. There were no borrowings under thisngercial paper program during the nine months eisgaember 30, 2003.

8. Comprehensive Income
The following table shows comprehensive incomelierthree and nine months ended September 30,8@03002:

Net income

Change in net unrealized gains on investm

Comprehensive incorr

Three Months Ended
September 30

Nine Months Ended
September 30

2003 2002

2003 2002

$196.F $171.:
(48.7) 77.¢

$565.5 $377.2
28.¢ 79.€

$147.¢ $249.1

$594.4 $456.¢
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9. Contingencies
Litigation

A number of managed care organizations have beshiawclass action lawsuits asserting various caataction under federal and s
law. These lawsuits typically allege that the ddfem managed care organizations employ policiepamekedures for providing health care
benefits that are inconsistent with the terms efdbverage documents and other information providedeir members, and because of these
misrepresentations and practices, a class of manhiaasrbeen injured in that they received benefitssser value than the benefits represe
to and paid for by such members. Two such procgsdinhich allege various violations of the EmplofRetirement Income Security Act of
1974 (“ERISA"), have been filed in Connecticut agdithe Company or its Connecticut subsidiary. freeeeding was brought by the
Connecticut Attorney General on behalf of a pumditlass of HMO and Point of Service members inféoticut. No monetary damages are
sought, although the suit does seek injunctivef&lom the court to preclude the Company fromgatdly utilizing arbitrary coverage
guidelines, making late payments to providers omimers, denying coverage for medically necessarycpipgion drugs and misrepresenting
or failing to disclose essential information to@t@es. The complaint contends that these allegédigs and practices are a violation of
ERISA. This case was dismissed by the trial conrBeptember 19, 2003; the Connecticut Attorney @eriged a motion for reconsideration
by the trial court, which was denied on Octobe2d)3. A second proceeding, brought on behalf afraqrted class of HMO and Point of
Service members in Connecticut and elsewhereeddtir $5,000 (actual dollars), and was dismissigd prejudice by order of the Court on
July 18, 2003.

In addition, the Company’s Connecticut subsidiarg idefendant in three class action lawsuits brooigtbehalf of professional
providers in Connecticut. The suits allege thatGloanecticut subsidiary has breached its conttagtamong other things, failing to pay for
services in accordance with the terms of the cotgrd he suits also allege violations of the CotinetUnfair Trade Practices Act, breach of
the implied duty of good faith and fair dealinggtigent misrepresentation and unjust enrichmenb dfthe suits seek injunctive relief and
monetary damages (both compensatory and punifive) third suit, brought by the Connecticut StatelMal Society, seeks injunctive relief
only. Two of the suits were transferred to the MDistrict Litigation (“MDL") docket in Miami, Floida, as tag-along cases (see below). All
of the tag-along cases in the MDL are being stayatll all motions in the main provider track cabase been ruled on.

On July 19, 2001, the Connecticut state courtwai certified as a class action as to three opkhiatiff's fifteen allegations. The class
is defined as those physicians who practice in @oticut or group practices which are located ini@mticut that were parties to either a
Participating Physician Agreement or a Particigafthysicians Group Agreement with the Company ant¥&onnecticut subsidiary during
the period from 1993 to the present, excluding-sk&ring arrangements and certain other contrébtsclaims which were certified as class
claims are: the Comparsyalleged failure to provide plaintiffs and othenigarly situated physicians with consistent medlid#lization/quality
management and administration of covered serviggmping financial incentive and performance bosuseproviders and the Company’s
staff members involved in making utilization managat decisions; an alleged failure to maintain eateubooks and records whereby
improper payments to the plaintiffs were made basedlaim codes submitted; and an alleged failangrovide senior personnel to work w
plaintiffs and other similarly situated physiciai$ie Company appealed the class certification @etisnd on September 22, 2003, the
Connecticut Supreme Court reversed the classicatidn decision, and remanded the matter backeddrtal court for further proceedings.
The trial court is to consider four claims, andedetine whether the claims are appropriate for tneat as class claims.

On September 26, 2002, Anthem, Inc. was addeddateadant to a MDL class action lawsuit pendinlyliami, Florida brought on
behalf of individual doctors and several medicalisties. Other defendants include
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9. Contingencies (continued)

Humana, Aetna, Cigna, Coventry, Health Net, Paaifé; Prudential, United and WellPoint. The managgeé litigation around the country
has been consolidated to the U.S. District CouMi@ami, Florida, under MDL rules. The Court hasitsfile case into two groups, a “provider
track” involving claims by doctors, osteopaths, atiter professional providers, and a “subscritskt involving claims by subscribers or
members of the various health plan defendants coh#laint against Anthem and the other defenddletiges that the defendants do not
properly pay claims, but instead “down-code” claimgproperly “bundle” claims, use erroneous or iog®T cost criteria to evaluate claims
and delay paying proper claims. The suit also aldfat the defendants operate a common schenmasggiracy in violation of the
Racketeer Influenced Corrupt Organizations Act CRI'). The suit seeks declaratory and injunctivéefelinspecified monetary damages,
treble damages under RICO and punitive damagescdim certified a class in the provider track cage September 26, 2002, but denied
class certification in the subscriber track caBefendants in the provider track cases soughtpandovember 20, 2002 were granted, an
interlocutory appeal of the class certificatiorthe Eleventh Circuit. Briefing is beginning in tBéeventh Circuit. Due to the Company’s late
addition to the case, it was not included in thpt&mber 26, 2002 class certification order, arttieésefore not part of the appeal; however,
Company may be affected by the outcome of the dppka appeal was argued to the Eleventh Circuiepan September 11, 2003; a ruling
will issue in due course.

On October 10, 2001, the Connecticut State Dengabgiation and five dental providers filed suitiagbthe Company’s Connecticut
subsidiary. The suit alleged breach of contract\aalkdtion of the Connecticut Unfair Trade Pracsidéct. The suit was voluntarily withdrawn
on November 9, 2001. The claims were refiled onilAdy, 2002, as two separate suits; one by the €aticut State Dental Association and
the second by two dental providers, purportedlypehalf of a class of dental providers. Both sugsksinjunctive relief, and unspecified
monetary damages (both compensatory and puniBath cases were transferred to the MDL docket galang cases, and have been
consolidated with the MDL suits pending before Jubitpreno in Miami, Florida. Both cases are beirayatl, as are all of the tag along suits
in the MDL.

On May 22, 2003, in a case titl&&nneth Thomas, M.D., et al., v. Blue Cross Bluel®W®ssociation, et al.several medical providers
filed suit in federal court in Miami, Florida agatirthe Blue Cross Blue Shield Association and EBloess Blue Shield Plans across the
country, including the Company. The suit alleged the BCBS Association and the BCBS Plans viol&KIO and challenges many of the
same practices as other suits in the MDL. On M&083, in a case titleDr.Allen Knecht, et al., v. Cigna, et ateveral chiropractors filed a
purported class action in federal court in Portladdrbgon, naming several Blue Cross Blue Shieldflencluding the Company, as well as
several commercial insurers. This case also alldggghe defendants violated RICO and challengasynof the same practices in regards to
chiropractors. Both cases have been transferrdtetDL docket and are now assigned to Judge MoireiMiami. Both cases are in the
early stages of the pleadings.

The Company intends to vigorously defend all the®eeedings; however, their ultimate outcomes capresently be determined.

On March 11, 1998, Anthem Insurance and its Ohbssliary, Community Insurance Company (“CIC") waamed as defendants in a
lawsuit,Robert Lee Dardinger, Executor of the Estate oh&stouise Dardinger v. Anthem Blue Cross and Blheld, et al, filed in the
Licking County Court of Common Pleas in Newark, @hihe plaintiff sought compensatory damages asgerified punitive damages in
connection with claims alleging wrongful death, faith and negligence arising out of C#3denial of certain claims for medical treatmem
Ms. Dardinger. On September 24, 1999, the juryrnetti a verdict for the plaintiff, awarding
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9. Contingencies (continued)

$1,350 (actual dollars) for compensatory damages, r bad faith in claims handling and appeatxpssing, $49.0 for punitive damages
and unspecified attorneys’ fees in an amount tddtermined by the court. The court later grantéatia¢ys’ fees of $0.8. An appeal of the
verdict was filed by the defendants on Novemberl®39. On May 22, 2001, the Ohio Court of Appekitti District) affirmed the jury
award of $1,350 (actual dollars) for breach of cacttagainst CIC, affirmed the award of $2.5 congpéory damages for bad faith in claims
handling and appeals processing against CIC, kutidsed the claims and judgments against Anthemrdnse. The court also reversed the
award of $49.0 in punitive damages against botthémt Insurance and CIC, and remanded the questipanitive damages against CIC to
the trial court for a new trial. Anthem Insuraneel&IC, as well as the plaintiff, appealed certspects of the decision of the Ohio Court of
Appeals. On October 10, 2001, the Supreme Couwthid agreed to hear the plaintiff's appeal, inchgdthe question of punitive damages,
and denied the cross-appeals of Anthem Insurant€#0. In December 2001, CIC paid the award of $mpensatory damages for bad
faith and $1,350 (actual dollars) for breach ofteact, plus accrued interest. On April 24, 2002 3upreme Court of Ohio held oral
arguments. On December 20, 2002, the Ohio Supresue @iled, reinstating the judgment against botith&m Insurance and CIC, but
remitted the punitive damages from $49.0 to $30is interest. The Court also ruled that the pifiintould receive $10.0 of the judgment,
the plaintiff's attorneys would receive their cargency fee on the $30.0 plus interest, and thateimainder of the award would be given to
The Ohio State University Hospital for a charitatied named after Esther Dardinger. Anthem Inswraare CIC paid the remitted judgment
in full on March 28, 2003 and a Satisfaction ofgrment was filed with the Licking County Court of @mon Pleas on April 7, 2003.
Following the payment and Satisfaction of Judgmitig, matter has been terminated and in March 20@3Company released pretax
reserves of $24.5 to income, which resulted infear gax benefit of $0.11 per diluted share for tfiree months ended September 30, 2003.

Anthem’s primary Ohio subsidiary and primary Ketysubsidiary were sued on June 27, 2002, in tiesjpective state courts. The
suits were brought by the Academy of Medicine afdiinati, as well as individual physicians, andpauit to be class action suits brought on
behalf of all physicians practicing in the grea@@ncinnati area and in the Northern Kentucky arespectively. In addition to the Anthem
subsidiaries, both suits name Aetna, United Heatthand Humana as defendants. The first suit,aadiAcademy of Medicine of Cincinnati
and Luis Pagani, M.D. v. Aetna Health, Inc., Huméiealth Plan of Ohio, Inc., Anthem Blue Cross ataeBShield, and United Health Care
of Ohio, Inc., No. A0200494¥as filed on June 27, 2002 in the Court of Commiga$, Hamilton County, Ohio. The second suit, cayatd
Academy of Medicine of Cincinniand A. Lee Greiner, M.D., Victor Schmelzer, M.Ihd &arl S. Ulicny, Jr., M.D. v. Aetna Health, Inc.,
Humana, Inc., Anthem Blue Cross and Blue Shield,ldmited Health Care, Inc., No. -CI-903was filed on June 27, 2002 in the Boone
County, Kentucky Circuit Court.

Both suits allege that the four companies actembmbination and collusion with one another to rediine reimbursement rates paid to
physicians in the area. The suits allege thatdiseat result of the defendants’ alleged anti-cotitipe actions, health care in the area has
suffered, namely that: there are fewer hospitdigsizians are rapidly leaving the area; medicatiras are unable to hire new physicians;
and, from the perspective of the public, the awdily of health care has been significantly rediic€ach suit alleges that these actions violate
the respective state’s antitrust and unfair contipatiaws, and each suit seeks class certificaiompensatory damages, attorneys’ fees, and
injunctive relief to prevent the alleged anti-conifge behavior against the class in the futuretibits to dismiss or to send the cases to
binding arbitration, per the provider contractsreviiled in both courts. The Ohio court overrulad motions on January 21, 2003 and the
Kentucky court overruled the motions on February2l®3. Defendants have appealed both rulings Oftie appeal was heard on September
23, 2003; an opinion will issue in due course Ha Kentucky case, no date has
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been set for oral argument. Plaintiffs filed a mptfor class certification, which was heard anéctgd by the trial court on July 24, 2003.
Plaintiffs have filed a renewed motion for clasgtifieation, which is set for hearing on October, 2003. These suits are in the preliminary
stages. The Company intends to vigorously defeadstiits and believes that any liability from theaés will not have a material adverse
effect on its consolidated financial position osuks of operations.

On October 25, 1995, Anthem Insurance and two hadaffiliates were named as defendants in a lavilei Dr. William Lewis, et al.
v. Associated Medical Networks, Ltd., et,ahat was filed in the Superior Court of Lake Cgutndiana. The plaintiffs are three related
health care providers. The health care providessrathat the Company failed to honor contractaaigmments of health insurance benefits
and violated equitable liens held by the healtke gaoviders by not paying directly to them the trealsurance benefits for medical treatment
rendered to patients who had insurance with theg2om The Company paid its customers’ claims ferttbalth care providers’ services by
sending payments to its customers as called fahdiy insurance policies, and the health care plerg assert that the patients failed to us:
insurance benefits to pay for the health care piere’ services. The plaintiffs filed the case ataas action on behalf of similarly situated
health care providers and seek compensatory danragespecified amounts for the insurance benabtyaid to the class members, plus
prejudgment interest. The case was transferreaet&tperior Court of Marion County, Indiana, whieéis now pending. On December 3,
2001, the Court entered summary judgment for tha@my on the health care providers’ equitable di@ms. The Court also entered
summary judgment for the Company on the health peoeiders’contractual assignments claims to the extent trehealth care providers
not hold effective assignments of insurance bené&fiim patients. On the same date, the Court eaftihe case as a class action. As limited
by the summary judgment order, the class considisalth care providers in Indiana who (1) wereinaine of the Company’s networks, (2)
did not receive direct payment from the Companyswices rendered to a patient covered by onleeo€ompany’s insurance policies that is
not subject to ERISA, (3) were not paid by the grati(or were otherwise damaged by the Company’mpay to its customer instead of to the
health care provider), and (4) had an effectiviggassent of insurance benefits from the patient. Coenpany filed a motion seeking an
interlocutory appeal of the class certificationearih the Indiana Court of Appeals. On May 20, 2@@Indiana Court of Appeals granted the
Companys motion seeking an interlocutory appeal of theslzertification order. In February 2003, the Indi&ourt of Appeals affirmed tl
trial court’s class certification. The Company dila petition for the transfer to the Indiana Supredourt in March 2003. The petition for
transfer was argued on October 2, 2003, and tharnadsupreme Court accepted transfer in an ordeddactober 2, 2003. An opinion will
issue in due course. In any event, the Companndistéo continue to vigorously defend the case atid\es that any liability that may result
from the case will not have a material adverseceffe its consolidated financial position or resulf operations.

In addition to the lawsuits described above, then@any is also involved in other pending and thmeadditigation of the character
incidental to the business transacted, arisingbiis insurance and investment operations, afiim time to time involved as a party in
various governmental and administrative proceedime Company believes that any liability that masult from any one of these actions is
unlikely to have a material adverse effect on dssolidated results of operations or financial fosi

Other Contingencies

The Company, like a number of other Blue CrossBiné Shield companies, serves as a fiscal interangdor Medicare Parts A and B.
The fiscal intermediaries for these programs rexe@dimbursement for certain costs and expenditwieigh is subject to adjustment upon
audit by the Federal Centers for Medicare & Medicaérvices, formerly the Health Care Financing Austiation. The laws and regulations
governing fiscal
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intermediaries for the Medicare program are comekject to interpretation and can expose annradrary to penalties for nacempliance
Fiscal intermediaries may be subject to criminaés, civil penalties or other sanctions as a redidtich audits or reviews. While the
Company believes it is currently in compliance limaaterial respects with the regulations goverrfisgal intermediaries, there are ongoing
reviews by the federal government of the Compaagtsvities under certain of its Medicare fiscakimhediary contracts.

AdminaStar Federal, Inc. (“AdminaStar”), a subsidiaf Anthem Insurance, has received several suigmprior to May 2000 from the
Office of Inspector General (“OIG’dnd the U.S. Department of Justice, one seekingrdents and information concerning its responsiéd
as a Medicare Part B contractor in its Kentuckyceffand the others requesting certain financiadnds and information of AdminaStar and
Anthem Insurance related to the Company’s Meditiacal intermediary (Part A) and carrier (Part Beaations. The Company has made
certain disclosures to the government relatingstd/iedicare Part B operations in Kentucky. The Canypwvas advised by the government
that, in conjunction with its ongoing review of ffiiematters, the government has also been reviesgpagrate allegations made by individuals
against AdminaStar, which are included within thee timeframe and involve issues arising from #mesnucleus of operative facts as the
government’s ongoing review. The Company is na@ position to predict either the ultimate outcorfithese reviews or the extent of any
potential exposure should claims be made agaiesCdmpany. However, the Company believes any fingenalties that may arise from
these reviews would not have a material advergeedin the consolidated financial position or ressaf operations.

As a Blue Cross Blue Shield Association licenskee,Gompany participates in the Federal EmployegrBro (“FEP”), a nationwide
contract with the Federal Office of Personnel Maamagnt to provide coverage to federal employeesfaiddependents. On July 11, 2001,
the Company received a subpoena from the OIG, ©tifdPersonnel Management, seeking certain finadomuments and information,
including information concerning intercompany tractions, related to operations in Ohio, Indiana ldadtucky under the FEP contract. The
government has advised the Company that, in cotipmuwith its ongoing review, the government iscaleviewing a separate allegation
made by an individual against the Company’s FERaijmmns, which is included within the same timefeaamd involves issues arising from
the same nucleus of operative facts as the gover'srmangoing review. The Company is currently caagiag with the OIG and the U.S.
Department of Justice on these matters. The ukinatcome of these reviews cannot be determingdsatime.

15



Table of Contents

ITEM 2. Management’s Discussion and Analysis dfinancial Condition and Results of Operations
Introduction

We are one of the nation’s largest health benefitapanies and we operate as an independent licehtfee Blue Cross Blue Shield
Association, or BCBSA. We offer Blue Cross Blue&thibranded products to customers throughout Iadigentucky, Ohio, Connecticut,
New Hampshire, Maine, Colorado, Nevada and Virg{ekcluding the immediate suburbs of Washingtoi@.D.As of September 30, 20(
we provided health benefit services to more thaB tdillion members of our health plans.

Our health business segments are strategic businésselineated by geographic areas within whiehoffer similar products and
services. We manage our health business segmehta Wical focus to address each market’s uniquepetitive, regulatory and health care
delivery characteristics. Our health business segsrere: Midwest, which includes Indiana, Kentuekyl Ohio; East, which includes
Connecticut, New Hampshire and Maine; West, whictudes Colorado and Nevada; and Southeast, whigrginia, excluding the
immediate suburbs of Washington D.C.

In addition to our four health business segmentsy@portable segments include a Specialty segthahts comprised of businesses
providing group life and disability insurance beatgfpharmacy benefit management, dental and visiinistration services and behavioral
health benefits services. Our Specialty segmembtiglelineated by geography.

Our Other segment is comprised of AdminaStar Fédetdach administers Medicare programs in Indidfiaois, Kentucky, Ohio,
Maine and New Hampshire; intersegment revenue gpense eliminations; and corporate expenses roitaa#id to our health or Specialty
segments.

We offer a diversified mix of managed care prodscish as preferred provider organizations or PR€@ath maintenance organizations
or HMOs, traditional indemnity benefits to membef®ur fully-insured products and point of servarePOS plans. We also provide a broad
array of managed care services to self-funded mests) including claims processing, underwritingpdbss insurance, actuarial services,
provider network access, medical cost managemehttner administrative services.

Our operating revenue consists of premiums, adtnattige fees and other revenue. The premiums coome fully-insured contracts
where we indemnify our policyholders against céstdhealth benefits. Our administrative fees conoenfcontracts where our customers are
self-insured, from the administration of Medicaregrams and from other health-related businesstsdimg disease management programs.
Other revenue is principally generated from mentoepays and deductibles associated with the mdeyosale of drugs by our pharmacy
benefit management company.

Our benefit expense consists of costs of caredatth services consumed by our members for outgatare, inpatient care,
professional services (primarily physician carej pharmacy benefit costs. All four components dfiected both by unit costs and utilization
rates. Unit costs include the cost of outpatiendiicad procedures per visit, inpatient hospital gdures per admission, physician fees per
office visit and prescription drug prices. Utilizat rates represent the volume of consumption aftheservices and typically vary with the
age and health of our members and their socialifastlyle choices, along with clinical protocolsdacustoms in each of our markets. A
portion of benefit expense for each reporting pkdonsists of actuarial estimates of claims inalibet not yet paid by us.

Our results of operations depend in large partwrability to accurately predict and effectively mage health care costs through
effective contracting with providers of care to ouembers. Several economic factors related tolheale costs such as regulatory mandates
for coverage and direct-to-consumer advertisingfoyiders and pharmaceutical companies have atdimgact on the volume of care
consumed by our members.
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The potential effect of escalating health carexastwell as any changes in our ability to negati@mpetitive rates with our providers may
impose further risks to our ability to profitabipderwrite our business, and may have a materighdtngn our results of operations.

This managemenrg’discussion and analysis should be read in cotiumwith our audited consolidated financial sta¢eits for the yeal
ended December 31, 2002, 2001 and 2000 and “Marag&niscussion and Analysis of Financial Conditand Results of Operations”
included in our Annual Report on Form 10-K as fileith the Securities and Exchange Commission armbiunction with our unaudited
consolidated financial statements and accompamatgs for the three and nine months ended Septe®®h&003 and 2002 included in this
Form 10-Q. Results of operations, cost of caredsemvestment yields and other measures for tfeethnd nine month periods ended
September 30, 2003 are not necessarily indicafiieeoresults and trends that may be expecteh&ofull year ending December 31, 2003.

Significant Transactions

On October 27, 2003, we and WellPoint Health Neksdnc., or WellPoint, announced that we have edténto a definitive agreement
and plan of merger, or Merger Agreement, pursuamthtich WellPoint will merge into our wholly-ownesibsidiary. Upon completion of the
merger, Anthem will change its name to WellPoint.IWellPoint offers a broad spectrum of networkdzthmanaged care plans through its
subsidiaries operating under the trade names & Bhass of California, Blue Cross Blue Shield ob@ga, Blue Cross Blue Shield of
Missouri, Blue Cross Blue Shield United of WiscandilealthLink and UNICARE. WellPoint's managed cptans include PPOs, HMOs,
POS, and other hybrid plans and traditional indéynplans. In addition, WellPoint offers managedecservices, including underwriting,
actuarial services, network access, medical manageand claims processing. WellPoint also provalbsoad array of specialty and other
products, including pharmacy benefits managememitad, vision, life insurance, preventive careatibty insurance, behavioral health,
COBRA and flexible benefits account administration.

Under the Merger Agreement, WellPoint's stockhaddeill receive twenty-three dollars and eighty seintcash and one share of our
common stock for each WellPoint share outstandiihg. value of the transaction is estimated to beagmately $16.4 billion based on the
closing price of our common stock on the New Yotc® Exchange on October 24, 2003. The transatierpected to close by mid-2004,
subject to, among other things, regulatory andedt@der approvals.

Wellpoint reported the following unaudited finardiesults for the three and nine months ended &dme 30, 2003 and 2002;

Three Months Ended Nine Months Ended
September 30 September 30
2003 2002 2003 2002
($ in Millions)
Total revenue $5,049.( $4,515.: $14,830.: $12,757.:
Net income 246.2 211.2 663.7% 523.1

As of September 30, 2003, WellPoint reported tatslets of $13.8 billion, total liabilities of $&8Blion and total shareholders’ equity of
$5.0 billion.

On July 31, 2002, we completed the purchase of 160#te outstanding stock of Trigon Healthcare, loc Trigon. Trigon was
Virginia's largest health benefits company and wesBlue Cross and Blue Shield licensee in Virgiekcluding the immediate suburbs of
Washington, D.C. The acquisition provided us witheav segment, our Southeast segment, with appréedyn2.5 million members and a
nearly forty percent share of the Virginia markat iealth benefits. The Trigon acquisition allowestto further expand our territory as a Blue
Cross Blue Shield licensee. The results of opanatfor Trigon are included in our consolidated imeostatement after completion of the
acquisition.

17



Table of Contents

On May 31, 2001, we and Blue Cross and Blue ShitEkansas, or BCBS-KS, announced that we had sigraefinitive agreement
pursuant to which BCBS-KS would become our whoilned subsidiary. On February 11, 2002, the Kanssirance Commissioner
disapproved the proposed transaction, which had pesviously approved by the BCBS-KS policyholdardanuary 2002. We joined BCBS-
KS in an appeal of the Commissioner’s decisioncihias filed with the Shawnee County District CantMarch 7, 2002. On June 7, 2002,
the Shawnee County District Court ruled in favousfand BCBS-KS. The Shawnee County District Cduetcted the Commissioner to re-
evaluate her decision in accordance with the Cewrty specific interpretation of the Kansas law.JDne 10, 2002, the Kansas Insurance
Commissioner appealed the District Court’s rulioghte Kansas Supreme Court. In March 2003, the &a8sipreme Court heard oral
arguments of the parties to this case. On Augug083, the Kansas Supreme Court overturned the i@®®ounty District Cou’ruling an
reinstated the Kansas Insurance Commissioner’s @i3@pproval of the proposed transaction. We anB&®S have decided not to appeal
this decision and the definitive agreement has bemninated.

Membership—September 30, 2003 Compared to Septembad, 2002

Our membership includes seven different custommegylLocal Large Group, Small Group, Individualtibiaal Accounts, Medicare +
Choice, Federal Employee Program and Medicaid.

» Local Large Group consists of those customers &itlor more employees eligible to participate asaiver in one of our health
plans.

« Small Group consists of those customers with or&teligible employees.

* Individual members include those who are under&igas well as members who are age 65 and overaegurchased Medicare
Supplement benefit coverag

» National Accounts customers are Ir-state employer groups headquartered in an Antlegwice area with 1,000 or more eligible
employees, including 50 or more located in a serai@a where Anthem is not a Blue Cross Blue SHistibciation licensee.
Included within the National Accounts business@recustomers who represent enrollees of other 8hass and Blue Shield
Plans, or the “home” plans, who receive health sargices in our Blue Cross and Blue Shield licdnmearkets. These customers
are primarily BlueCard membel

» Medicare + Choice members (age 65 and over) hawdlethin coverages that are managed care altggsator the Medicare
program.

e The Federal Employee Program, or FEP, providegshealurance coverage to United States governnmeptoyees and their
dependents within our geographic markets througtpatticipation in the national contract betwees BCBSA and the U.S. Office
of Personnel Managemel

* Medicaid membership represents eligible members stidte sponsored managed care alternatives Meleaid programs that we
manage for the states of Connecticut and Virgidgof July 1, 2003, we discontinued providing seegi to the New Hampshire
Medicaid program, resulting in a loss of approxiatatl 3,000 member.

BlueCard membership, reported with National Acceunembership, is calculated based on the amowluefCard administrative fees
we receive from the BlueCard members’ home planspéfform certain administrative functions for Blaed members, while other
administrative functions, including maintenancepfoliment information, is performed by the homampIThe administrative fees we receive
are based on the number and type of claims we gspbeth institutional and professional, and aiponf the network discount on those
claims from providers in our network who have pd®d service to BlueCard members. To calculate Blné@embership, administrative
fees are divided by an average per member per mon®MPM, factor. The average PMPM factor is daieed using a historical average
administrative fee per claim and an average nurobelaims per member per year based on our experiand BCBSA guidelines.
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In addition to reporting our membership by custotgpe, we report membership by funding arrangeraeobrding to the level of risk
that we assume in the product contract. Our twdifuarrangement categories are fully-insured atfdfisnded. Self-funded products are
offered to customers, generally larger employelm elect to retain some or all of the financiak @ssociated with their employees’ health
care costs. Some employers choose to purchasdos®peverage to limit their retained risk. Thesgyers are reported with our self-
funded business.

The renewal patterns of our fully-insured Localdge&Group and Small Group business are as follopmroximately 35% of renewals
occur during the first quarter, approximately 20f6emewals occur during the second quarter, apprately 30% of renewals occur during
the third quarter and approximately 15% of renewalsur during the fourth quarter. These renewdkepas have remained relatively
consistent over the past year and allow us to adjuspricing and benefit plan designs in respdnsaarket conditions throughout the year.

The following table presents our health memberblgipustomer type, funding arrangement and segnseoft September 30, 2003 and
2002. The membership data presented is unauditttharertain instances includes estimates of tmebar of members represented by each
contract at the end of the period, rounded to #aest thousand.

September 30,

Change
2003 2002 %

(In Thousands)
Customer Type

Local Large Grouj 3,86¢ 3,83¢ 32 1%
Small Groug 1,22t 1,15¢ 67 6
Individual 1,182 1,06( 12z 12
National Accountst 4,57¢ 3,921 658 17
Medicare + Choici 96 104 8 (8
Federal Employee Progra 69¢ 675 24 4
Medicaid 20t 20C 5 3
Total 11,84 10,95 89t 8%

Funding Arrangement

Self-funded 6,36¢ 5,572 79¢€ 14%

Fully-insured 5,47¢ 5,38( 99 2
Total 11,847 10,95: 89t 8%

Segment

Midwest 5,62¢ 5,18¢ 43¢ 8%

East 2,621 2,40¢ 21z 9

West 931 822 10¢€ 13

Southeas 2,671 2,53¢ 13¢€ 5
Total 11,84° 10,95: 89t 8%

1 Includes 2,809 BlueCard members as of Septemb&0®3 and 2,395 BlueCard members as of Septemb&08Q.

During the twelve months ended September 30, 2088, membership increased approximately 895,008%, primarily in our
National Accounts and Individual business

The primary driver of our membership change wasnbease in National Accounts membership of 653,00 17%, which primarily
resulted from a significant increase in BlueCarivdyg and enrollment gains
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in our other National Accounts business. BlueCaoiwh is attributed to increased sales by otheeRluoss Blue Shield licensees to acco
with members who reside in or travel to our licehaeeas. Our National Accounts business growthtrikated to the market’s recognition of
the value of our networks and the related discowetgsan secure, as well as the breadth of our ptaxfterings.

Also contributing to our membership increase warelndividual business enroliment gains, primadlye to the introduction of new,
more affordable product designs and an overalk@se in consumer awareness of our wide varietyalfty products and services.

Self-funded membership increased 796,000, or 14¥apily due to increases in BlueCard activity ana other National Accounts
business. Fully-insured membership grew by 99,08thbers, or 2%, primarily in our Individual busineas explained above. In addition, we
experienced a change in our mix of business byifigndrrangement as certain Local Large Group artbNa Accounts customers shifted
from fully-insured to self-funded during the nin@nths ended September 30, 2003. Due to currenbedorconditions, certain large
accounts are assuming the health care risk assdaiath insuring their employees. This shift in dimg arrangements did not have a material
impact on our results for the three or nine moetided September 30, 2003.

Cost of Care

The following discussion summarizes our aggregast of care trends for the 12-month period endextebeber 30, 2003, compared to
the 12-month period ended September 30, 2002 uiok@cal Large Group and Small Group fully-insutedinesses only. Membership in
these customer groups represented approximatelydd@ir premiums for the nine months ended Septe3®e2003. In all of our cost of
care trends presented below, we have includedabessary information associated with Trigon expeeador the entire rolling 12-month
periods, including periods prior to our July 3102&cquisition. Our cost of care trends are catedlay comparing the year over year change
in average per member per month claim costs foclhvhie are responsible, which excludes member caipats and deductibles. Our
aggregate cost of care trend was approximately Hdien primarily by professional services costd antpatient services costs, weighted as
a percentage of cost of care expense. We beliet@th cost of care trends will range from 10% 1&clthrough the remainder of 2003.

Professional services costs, which represented@5®r claim costs, increased approximately 10%:. @erall professional services
trend increased due to both higher utilization anid costs. Utilization increases were driven priitgay increases in physician office visits,
radiology procedures such as Magnetic Resonancgiigneor MRIs, Positron Emission Tomography proageduor PET scans, and
laboratory procedures. Office visit utilization waésven by increased visits to cardiology, oncolegyl gastroenterology specialists. Unit cost
increases were driven primarily by increases inspign reimbursement schedules. In response teasorg professional services costs, we
continue to promote and implement performance-basattacts that reward clinical outcomes and quadievelop clinical affiliations to
advance uniform, evidence-based medical care akptive guidelines; and expand our relationshiis professional medical societies.

Outpatient services costs, which represented 248tio€laim costs, increased approximately 11%,adfriry about 60% unit cost and
40% utilization increases. Increased utilizatioprisnarily due to additional visits for outpatiesurgery and radiology services, as well as a
continuing shift of certain procedures previoustyfprmed in an inpatient setting to an outpatiettiisg, such as selected cardiac care
procedures. Unit costs per visit increased as mpareedures are being performed during each visintoutpatient provider, as well as the
impact of price increases imposed within certamvjfer contracts. Efforts to mitigate unit costils for outpatient services include
contracting strategies using fixed rate fee schejydlan design changes to include new or highgragonents for high utilization services,
selective contracting with freestanding speciatgilities, expansion of our radiology managememivoek program and initiating national
contracting programs.
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Pharmacy benefit costs, which represented 19% oflaim costs, increased by approximately 9%, prilmdue to unit price increases
on existing brand drugs and, to a lesser exteatintnoduction of new, higher cost drugs. Howewaiit cost growth has slowed due to an
increase in generic usage and price reduction dainelder generic drugs. Growth in utilizatiorshelowed due to plan design changes; the
impact of Claritin, an antihistamine drug, becomavgilable over-the-counter in late 2002; the imd@ study that concluded that hormone
replacement for most post-menopausal women iseoamnmended; and lower antibiotic usage. The inttd of new drugs continues,
supported by direct-to-consumer advertising by plaeeutical companies and expanded physician ppistrs of drugs that manage chronic
conditions such as high cholesterol and gastrdintdglisease.

In response to increasing pharmacy benefit cogtsare implementing modified plan designs and wes lmagontracted in an effort to
secure better pricing from retail pharmacies. Waehalso expanded several clinical initiatives deséjto improve quality such as drug
utilization review, poly pharmacy (use of multigieescriptions and pharmacies by members) and pregdesigned to educate physicians
members about the appropriate use of antibioticadtition, we continually evaluate our drug foremylto ensure appropriate pharmaceutical
therapies for our members. We have about two-ttofdsir membership in thretéer drug programs and do not expect significa@tnge frorr
that level.

Inpatient services costs, which represented 22&uptlaim costs, increased approximately 10%. AF@3 of this trend resulted from
unit cost increases and about 30% resulted frolimatton increases. The unit cost increases waregsily due to implementation of new
provider contracts and a health care industry shilibwer-cost procedures to outpatient settingsulting in a mix of more complex and
expensive procedures being performed in inpatiettings. Utilization increases resulted primariigrh increases in cardiovascular and
orthopedic admissions. We have implemented andregnto expand our disease management programshate programs that address
specific diseases such as diabetes and asthmapaadvanced care management programs, which agegons designed to focus on our
members with needs for care in response to congidbxacute health challenges. In addition, we caetio implement performance-based
contracts that reward improved clinical outcomeslidy and patient safety, with targeted higherelation of cost-effectiveness and clinical
quality.
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Results of Operations—Three Months Ended Septembe0, 2003 Compared to the Three Months Ended Septermb30, 2002
Our consolidated results of operations for theghmonths ended September 30, 2003 and 2002 aoHaasst

Three Months Ended
September 30 Change

2003 2002 $ %

($ in Millions, Except Per Share Data)

Premiums $3,857..  $3,221.! $635.6 20%
Administrative fee: 297 . 257.7 39.7 15
Other revenu 31.c 24.¢ 6.7 27
Total operating revenue 4,185.¢ 3,503.¢ 682.C 18
Net investment incom 70.¢ 67.% 3.5 5
Net realized gains on investme 5.€ 7.3 .7 (23
Gain (loss) on sale of subsidiary operations NM
(0.4) 1.C 14 =2
Total revenue 4,261.¢ 3,579.¢ 682.2 1%
Benefit expens 3,123.: 2,626.¢ 496.7 19
Administrative expens 783.t 683.7 99.¢ 15
Interest expens 32.€ 30.5 2.€ 9
Amortization of other intangible ass¢ 11.¢ 9.4 25 27
Total expense 3,951.¢ 3,350.( 601.c 18
Income before taxes and minority inter 310.2 229.¢ 80.6 35
Income taxe: 112.1 56.¢ 55.z2 97
Minority interest 1.€ 1.3 0.2 23
Net income $ 196 $ 1712 $ 25 1%
Average basic shares outstanding (in millic 138.: 128.¢ 9.5 7%
Average diluted shares outstanding (in millio 1425 132.: 10.4 8
Basic net income per she $ 14z $ 13z $0.0¢ 7
Diluted net income per sha $ 138 $ 12¢ $0.0¢ 7%
Benefit expense ratid 81.(% 81.5% (50) bp 4
Administrative expense ratfo 18.7% 19.5% (80) bp 4
Income before income taxes and minority interest psrcentage of total reventue 7.2% 6.4% 90 bp*4

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

1 Premium equivalents, which are not revenue, aresarea of the amount of claims attributable to noedidare, self-funded health
business where we provide a complete array of metaervice, claims administration, billing andaiment services, but the customer
retains the risk of funding payments for healthdjigs provided to members. We add premium equitalenoperating revenue to allow
for a comparison of business volume among compavitesdiffering levels of revenues from fully-insd and self-funded businesses.
We believe operating revenue and premium equivalisra useful analytical measure because it eliénfiuctuations in operating
revenue caused by changes in the mix of fully-iedwand self-funded business. Premium equivalerit&shware not included in
operating revenue above, for the three months e8dptember 30, 2003 and 2002 were $1,999.7 mili@h$1,472.9 million,
respectively

2 NM = Not meaningful
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3 Benefit expense ratio = Benefit expense + Premiums.
4 bp = basis point; one hundred basis points = 1%.
5 Administrative expense ratio = Administrative exper+ Total operating revenue.

6 Income before income taxes and minority interest psrcentage of total revenues = income beformiectaxes and minority interest +
total revenue

Throughout the following discussion of our reswit®perations, “same-store” excludes the operatisglts of our Trigon acquisition
for the three months ended September 30, 2003nentivb months ended September 30, 2002.

Premiums increased $635.6 million, or 20%, to $3.8%nillion in 2003. On a same-store basis, premsiimreased $290.1 million, or
11%, primarily due to premium rate increases inlagal Large Group, Small Group and Federal Empdysogram businesses. Our same-
store premium yields for our fully-insured Localrga Group and Small Group businesses were appreedynt0% on a rolling 12-month
basis as of September 30, 2003. Also contributingrémium growth was higher fully-insured membgusprimarily in our Individual and
Small Group businesses, which was partially offsethanges in the mix of our fully-insured produeith members selecting less rich
benefit designs, resulting in lower priced produéiso offsetting the growth were shifts by certaical Large Group and National Accounts
customers to self-funded arrangements, resultingwer revenues. The claims costs in certain Sasthaes of business were much lower
than anticipated. Therefore, our Southeast regismed premiums refunds to certain policyholdethénaggregate amount of $30.0 million,
offsetting premium growth.

Administrative fees increased $39.7 million, or 1386$297.4 million in 2003. On a same-store bagisyinistrative fees increased $8.4
million, or 4%, primarily due to increases in Blum@ activity and revenues from additional self-fedadnembership, some of which resulted
from the shift of customers from fully-insured arggments. These increases were partially offseegloyeased administrative fees from
AdminaStar Federal's 1-800 Medicare Help Line cacttwith the Centers for Medicare and Medicaid ®eis; or CMS. During the fourth
quarter of 2002, CMS awarded a new contract far $krvice to a competitor. The transition of tluatcact was substantially completed by
June 30, 2003.

Other revenue, which is comprised principally ofpays and deductibles associated with Anthem Hptger Management’s, or
APM'’s, sale of mail-order drugs, increased $6.7iam| or 27%, to $31.3 million in 2003. APM is opharmacy benefit management
company that provides its services principally tenmbers of other Anthem affiliates. On a same-dbasts, other revenue increased $6.6
million, or 30%, primarily due to additional mairder prescription volume and increased wholesalg dosts, which are passed through to
our customers. This increased mail-order presonmpiolume resulted from both membership increasdsadditional utilization of APM’s
mail-order pharmacy option.

Benefit expense increased $496.7 million, or 19%43,123.3 million in 2003. On a same-store bd@sagefit expense increased $228.1
million, or 10%. Included in these same-store tsswhs a $26.6 million net favorable prior yeaergs development recorded during the
third quarter of 2002. Excluding net reserve depwlents, same-store benefit expense increased $2illidn, or 9%, primarily due to
increased cost of care, which was driven primdmjyhigher costs in professional services and oigpaservices. Our benefit expense ratio
decreased 50 basis points from 81.5% in 2002 1@°81n 2003 due in part to the impact of our Trigaguisition in 2002. On a same-store
basis, our benefit expense ratio decreased 20 paisits to 81.4% in 2003, primarily due to loweathanticipated medical costs, disciplined
pricing and mix of business shifts from fully-inedrto self-funded arrangements by groups that hadehistorically higher loss ratios.

Administrative expense increased $99.8 million1 5%, to $783.5 million in 2003. Included in the 20@sults was a $10.0 million
contribution to Anthem’s charitable foundation mdgyeour East segment. Included in the 2002 reswdtsan unfavorable $23.0 million
adjustment to reflect the accrual of additionahpiten
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taxes in the state of Ohio and a $5.7 million reiincin the carrying value of our investment in Nladte. On a same-store basis and
excluding these three items, administrative exp@mzeased $45.9 million, or 8%, primarily due nereases in volumsensitive costs such
higher commissions, premium taxes and other exgesssociated with growth in our business and higakary and benefits costs resulting
from normal merit and benefits increases. Theseases in administrative expenses were partialbebby a decrease in certain cost-
reimbursed expenses related to our Medicare primgebsasiness. On a same-store basis and exclugéntiitee specific items detailed above,
our administrative expense ratio decreased 30 pagiss to 18.6% in 2003, primarily due to our gtbwn operating revenue and the
leveraging of our costs over these increased reagenu

Net investment income increased $3.5 million, or, §/70.8 million in 2003. This increase in invesht income resulted from several
items, including the reinvestment of cash generfatad operations and the investment of additiosakss in 2003 from our Trigon
acquisition. Offsetting these increases was a dsern average yields on our overall portfolio.

Net realized gains on investments decreased $1lidmir 23%, to $5.6 million in 2003. A summayas follows:

Three Months Ended
September 30

$ Change % Change

2003 2002
($ in Millions)
Net realized gains from the sale of fixed matu
securities $ 6.7 $ 91 $ (249 (26)%
Net realized gains from the sale of equity se®s — 0.1 (0.7 (100%
Other than temporary impairmet (1.2 (1.9 0.8 42%
Net realized gains on investme $ b5.€ $ 7.3 $ (1.9 (239)%

Interest expense increased $2.6 million, or 99$3®.9 million in 2003, primarily resulting from atidnal interest expense incurred on
the debt issued in conjunction with our Trigon dsijion. Interest expense on this debt was includedhree months in the third quarter of
2003 and two months in the third quarter of 2002.

Amortization of other intangible assets increas2d $nillion, or 27%, to $11.9 million in 2003, prarly due to additional amortization
expense on intangible assets resulting from owofriacquisition. This amortization expense wasuighet! for three months in the third qua
of 2003 and two months in the third quarter of 2002

Income tax expense increased $55.2 million, or ¥3%,112.1 million in 2003, primarily due to incezal income before taxes. In
addition, our effective income tax rate increased.1% in 2003 from 24.8% in 2002. The increasauneffective income tax rate is
primarily due to the release of a deferred tax atdun allowance in 2002. Our current effective tate is more consistent with our expected
rate on future earnings.

Both basic and diluted net income per share fothhee months ended September 30, 2003 increas@dlifie three months ended
September 30, 2002 primarily as a result of in@daset income. These increases were partially dffséncreases in the number of weighted
average shares primarily due to the fact that shiaseied in connection with our Trigon acquisitiegre outstanding for three months in 2003
and two months in 2002. Partially offsetting thasmeases of weighted average shares was our fegseo©f shares of our common stock.

We use operating gain to evaluate the performahoarareportable segments, as defined by FAS D&iclosure about Segments of an
Enterprise and Related Informati.. Operating gain is calculated as total operatévgnue less benefit and administrative expensdeek
not include net investment income, net realizedgain investments, gain (loss) on sale of subsidiperations, interest expense,
amortization of other intangible assets, incomessand minority interest, as these items are mahiage corporate shared service
environment and are not the responsibility of ofiegasegment management. For additional informatsee Note 6 to our unaudited
consolidated financial statements for the threetimoanded September 30, 2003 and
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2002 included in this Form 1Q- The discussions of segment results for the timeeths ended September 30, 2003 and 2002 predeeites
are based on operating gain and operating mardjiichws calculated as operating gain divided byrafieg revenue. Our definitions of
operating gain and operating margin may not be eoaipe to similarly titted measures reported byeottompanies.

Midwest

Our Midwest segment is comprised of health bemefit related business for members in Indiana, Ké&gtand Ohio. Our Midwest
segment’s summarized results of operations fothittee months ended September 30, 2003 and 20G3 dodlows:

Three Months Ended

September 30
$ Change % Change
2003 2002

($ in Millions)
Operating Revenu $1,693.¢ $1,521.( $172.€ 11%
Operating Gair $ 108.¢ $ 67.: $ 41.€ 62%
Operating Margir 6.4% 4.4% 20C bp
Membership (in 000s 5,62¢ 5,18¢ 43€ 8%

Operating revenue increased $172.6 million, or 1t41,693.6 million in 2003, primarily due to prienm rate increases in our Federal
Employee Program, Local Large Group and Small Gilmuginesses. Also contributing to this growth weembership increases in our
Individual and Small Group businesses. Operatingmae increases were partially offset by changésammix of our products with members
selecting less rich benefit designs, resultingimdr priced products. Also offsetting the growthravehifts by certain National Accounts and
Local Large Group customers to self-funded arrareges) resulting in lower revenues.

Operating gain increased $41.6 million, or 62%%$168.9 million in 2003, primarily due to improvedderwriting results in our
Medicare + Choice business. Partially offsettingsthimproved results were lower operating gainsrded by our Individual business,
primarily due to spending on systems to replacectaims, enroliment and customer service technalddgo impacting operating gain were
an unfavorable $23.0 million adjustment recordethethird quarter of 2002 to reflect the accrdaaditional premium taxes in the state of
Ohio and the recognition of a $15.7 million favdehdjustment for reserve developments in 2002¢kwhesulted in a net $7.3 million
unfavorable adjustment to 2002 results.

Membership increased 436,000, or 8%, to 5.6 millmmmarily due to additional BlueCard activity aedrollment gains in our other
National Accounts and Individual businesses. Irtiial sales benefited from a wider variety of pradfterings. Our Midwest segme
experienced a shift in membership from our LocabeaGroup fully-insured business to our Local LaByeup self-funded business,
primarily due to group employers’ shifting to sélRided insurance benefits in a weakening economy.

East

Our East segment is comprised of health benefitralaed business for members in Connecticut, Nempshire and Maine. Our East
segment’s summarized results of operations fothittee months ended September 30, 2003 and 20G3 dodlows:

Three Months Ended

September 30
$ Change % Change
2003 2002

($ in Millions)
Operating Revenu $1,160.! $1,078.¢ $ 81.7 8%
Operating Gair $ 754 $ 617 $ 13.7 22%
Operating Margir 6.5% 5.7% 80 bg
Membership (in 000s 2,621 2,40¢ 213 9%
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Operating revenue increased $81.7 million, or 841,160.5 million in 2003, primarily due to premmuate increases in our Local
Large Group, Small Group and Federal Employee Rrodrusinesses. Operating revenue increases weialpaffset by changes in the mix
of our products with members selecting less riatielfiedesigns, resulting in lower priced produétiso offsetting the growth were shifts by
certain Local Large Group customers from fully-ireito self-funded arrangements, resulting in lokggenues. Also offsetting revenue
increases was the termination of a third party aistrator arrangement in 2002.

Operating gain increased $13.7 million, or 22%$76.4 million in 2003, primarily due to improvedderwriting results in our Local
Large Group and Small Group businesses, which wefafly offset by a $10.0 million contribution finthem’s charitable foundation during
the third quarter of 2003.

Membership increased 213,000, or 9%, primarily uenrolliment gains in our National Accounts bus@eéncluding BlueCard activity
and enrollment gains in our Local Large Group besén Our East segment experienced a shift in memiperom our Local Large Group
fully-insured business to our Local Large Groug-fehded business, primarily due to certain Locatde Group customers shifting to self-
funded insurance benefits in a weakening econongy/py¥iviously serviced approximately 13,000 Mediga@mbers in New Hampshire, but
as of July 1, 2003, we exited the New Hampshire ivd market.

West

Our West segment is comprised of health benefitraleded business for members in Colorado and Nev@dr West segment’s
summarized results of operations for the three hoahded September 30, 2003 and 2002 are as follows

Three Months
Ended
September 30

$ Change % Change
2003 2002
($ in Millions)
Operating Revenu $266.¢ $225. $ 41.2 18%
Operating Gair $ 32.€ $ 31.7 $ 09 3%
Operating Margir 12.2% 14.1% (290) bg
Membership (in 000s 931 823 10¢ 13%

Operating revenue increased $41.2 million, or 1898266.6 million in 2003, primarily due to higharemium rates in our Federal
Employee Program and Local Large Group businegdss.contributing to operating revenue growth waséased membership in our
Individual and Federal Employee Program businesses.

Operating gain increased $0.9 million, or 3%, t@.$3illion in 2003, primarily due to improved umdeiting results in our Local Larg
Group business. Operating gain increases wereafhar@duced by a $10.9 million favorable adjustirfen reserve developments recorded in
2002.

Spending on systems to replace our current clam®liment and customer service technology is ebgoketo continue to increase in the
fourth quarter and throughout 2004. Additionallyridg the third quarter of 2003 we exited the Maddomarket in Nevada. As a result of
these factors, operating margins are expecteddinéen the fourth quarter of 2003 and through2®4.

Membership increased 108,000, or 13%, primarily uacreased BlueCard activity. Also impactingsttnembership growth were
increases in our Individual and our other Natiohetount businesses due to improved marketing effort
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Southeast

Our Southeast segment is comprised of health hearedirelated business for members in VirginiaJuekog the immediate suburbs of
Washington D.C. Our Southeast segment was esteblistth the acquisition of Trigon on July 31, 2082sults of operations for this
segment have been included in our consolidatesdiahstatements beginning August 1, 2002. Our I8zt segment’s summarized results
of operations for the three months ended SepteB8Me2003 and the two months ended September 3@, &@0as follows:

Period Ended

September 30
$ Change % Change
2003 2002

($ in Millions)
Operating Revenu $950.4 $573.5 NM NM
Operating Gair $ 82.C $ 46.: NM NM
Operating Margir 8.6% 8.1% 50 bg
Membership (in 000s 2,671 2,53: 13¢ 5%

The comparison of these two time periods is notnimegdul as the period ended September 30, 2003 stsref three months of
operating results while the period ended Septer®@®e2002 consists of two months of operating resilhus, the following discussion
addresses only unusual, one-time items containeddh period.

Operating revenue and operating gain for the thmerths ended September 30, 2003 were reduced b9 880ion. The claims costs in
certain Southeast lines of business were much |thveer anticipated. Therefore, our Southeast reiggued premiums refunds to certain
policyholders in the aggregate amount of $30.0iomllOur integration activities remain on schedaled we expect to achieve more than
$50.0 million of synergy savings in 2003 and astegv5.0 million in 2004. We achieved approximatly.0 million of synergies in the third
quarter of 2003, primarily related to the reductidrcorporate overhead and information technolaggtEas we integrate our Southeast
segment.

Membership increased 138,000, or 5%, to 2.7 miltrmmbers in 2003, primarily due to increased Blud@ativity and increased
membership in our other National Accounts and lialial businesses.

Specialty

Our Specialty segment includes our group life aisdlallity insurance benefits, pharmacy benefit nggmaent, dental and vision
administration services and behavioral health bEngérvices. Our Specialty segment’s summarizsdit®of operations for the three months
ended September 30, 2003 and 2002 are as follows:

Three Months Ended
September 30

$ Change % Change

2003 2002
($ in Millions)
Operating Revenu $194.2 $136.( $ 58.2 43%
Operating Gair $ 18.7 $ 13.4 $ 5.2 40%
Operating Margir 9.6% 9.9% (30) bp

Operating revenue increased $58.2 million, or 48%4194.2 million in 2003, primarily due to incredsmail-order prescription volume
and increased wholesale drug costs which are paélssmeyh to our customers at APM, as well as tsalte of Anthem Behavioral Health,
which evolved from our acquisition of PRO Behavidiaalth on June 1, 2002. The increased mail-godescription volume resulted from
both membership increases and additional utilizadbAPM’s mail-order pharmacy option. For the #hraonths
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ended September 30, 2003, mail-order prescriptibtime increased 28% and retail prescription volimeeased 13% compared to the three
months ended September 30, 2002. Operating revfemmeour behavioral health business is increassg@ begin to provide these services
to more of our existing Anthem health membership.

Operating gain increased $5.3 million, or 40%, 18.8 million in 2003, primarily due to increasedikmader prescription volume, as
well as improved behavioral health results as wgrbi realize economies of scale from this devielgpfpusiness. These improvements in
operating gain were partially offset by start-upl @&megration expenses.

Our Specialty segment will continue efforts to exgppgales of their product lines to our existinglthemembership in order to provide
our members with a wider range of cost effectivedpicts. These integration activities will occur othe next several years, and the related
costs will partially offset future margin expansiorthe Specialty segment as the integration cgsncurred.

Other

Our Other segment includes administration of Medigaograms in Indiana, lllinois, Kentucky, OhioaiMe and New Hampshire;
elimination of intersegment revenue and expensesrarporate expenses not allocated to operatigigesets. Our summarized results of
operations for our Other segment for the three moahded September 30, 2003 and 2002 are as follows

Three Months
Ended
September 30

$ Change % Change
2003 2002
($ in Millions)
Operating Revenue From External Custon $ 43.€ $ 48.€ $ (4.9 (10)%
Elimination of Intersegment Revent (123.9) (79.5) (43.8) 55%
Total Operating Revent (79.5) (30.9) (48.€) 157%
Operating Los: $ (38.€) $(26.9) $ (11.9) 43%

Operating revenue from external customers decrebg@&dmillion, or 10%, to $43.8 million in 2003,imarily due to the loss of
AdminaStar Federal's 1-800 Medicare Help Line cacttwith CMS. During the fourth quarter of 2002, SMwarded a new contract for this
service to a competitor. The transition of the cacttwas substantially completed by June 30, 2B0Ofination of intersegment revenues
increased $43.8 million, or 55%, reflecting addiibsales by APM to our health segments and salsgglen health segments.

Operating loss increased $11.7 million, or 43%%(®8.6) million in 2003, primarily due to additidriacentive compensation associated
with better than expected performance that waslhatated to the operating segments.
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Results of Operations—Nine Months Ended Septembel03 2003 Compared to the Nine Months Ended Septemb&0, 2002
Our consolidated results of operations for the mimmths ended September 30, 2003 and 2002 ard@sso

Nine Months Ended
September 30 Change

2003 2002 $ %

(% in Millions, Except Per Share Data)

Premiums $11,289.! $8,352.¢ $2,936.: 35%
Administrative fee: 879.¢ 674.¢ 204.¢ 30
Other revenu 92.t 62.5 30.C 48
Total operating revenue 12,260.! 9,090.: 3,170.° 35
Net investment incom 207.¢ 187.t 20.4 11
Net realized gains on investme 9.1 13.2 4.1y (31
Gain (loss) on sale of subsidiary operations (1.4) 1.C (24 NM 2
Total revenue 12,476.! 9,291.¢ 3,184.¢ 34
Benefit expens 9,177.: 6,937.¢ 2,239.¢ 32
Administrative expens 2,273.¢ 1,733.° 540.1 31
Interest expens 98.€ 65.4 33.2 51
Amortization of other intangible ass¢ 35.¢ 16.€ 18.¢ 112
Total expens: 11,585.: 8,753.7 2,831t 32
Income before taxes and minority inter 891.: 538.2 353.1 66
Income taxe: 321.¢ 158.¢ 162.¢ 10z
Minority interest 4.C 2.1 1.¢ 90
Net income $ 565.t $ 377z $ 188.c 50%
Average basic shares outstanding (in millic 138.¢ 111.¢ 26.¢€ 24%
Average diluted shares outstanding (in millio 142.( 114.: 27.70 24
Basic net income per she $ 4.0¢ $ 3.37 $ 0.72 21
Diluted net income per sha $ 3.9¢ $ 3.3C $ 0.6¢ 21%
Benefit expense ratid 81.5% 83.1% (18C) bp ¢
Administrative expense ratfo 18.5% 19.1% (60) bp 4
Income before income taxes and minority interest psrcentage of total revenfue 7.1% 5.8% 13Chbp *

1 Premium equivalents, which are not revenue, aresorea of the amount of claims attributable to nosdMare, self-funded health
business where we provide a complete array of mestgervice, claims administration, billing andatment services, but the customer
retains the risk of funding payments for healthdjigs provided to members. We add premium equitalenoperating revenue to allow
for a comparison of business volume among compavitbsdiffering levels of revenues from fully-insd and self-funded businesses.
We believe operating revenue and premium equivaliera useful analytical measure because it eli@in#uctuations in operating
revenue caused by changes in the mix of fully-iedwand self-funded business. Premium equivalerits&shware not included in
operating revenue above, for the nine months eBeagtember 30, 2003 and 2002 were $5,542.7 milieh$38,641.5 million,
respectively

For the remaining footnote explanations, see “ReaiflOperations—Three Months Ended September(IB8 Zompared to the Three
Months Ended September 30, 2002” table.
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Throughout the following discussion of our reswit®perations, “same-store” excludes the operatisglts of our Trigon acquisition
for the nine months ended September 30, 2003 antivih months ended September 30, 2002.

Premiums increased $2,936.1 million, or 35%, to,$29.0 million in 2003. On a same-store basis, prem increased $900.6 million,
or 12%, primarily due to premium rate increasesunLocal Large Group, Small Group and Federal Exyg# Program businesses. Our
same-store premium yields for our fully-insured &bicarge Group and Small Group businesses, wenmzaippately 10% on a rolling 12-
month basis as of September 30, 2003. Also coriingpuo premium growth was higher fully-insured mmarship, primarily in our Individual
and Small Group businesses, which was partiallyedfhy changes in the mix of our fully-insured proid with members selecting less rich
benefit designs, resulting in lower priced produgiso offsetting the growth were shifts by certamcal Large Group and National Accounts
customers to self-funding arrangements, resultingwer revenues. The claims costs in certain Szaghlines of business were much lower
than anticipated. Therefore, our Southeast regismed premiums refunds to certain policyholdethénaggregate amount of $40.4 million,
offsetting our premium growth.

Administrative fees increased $204.6 million, o#300 $879.4 million in 2003. On a same-store hagiministrative fees increased
$23.9 million, or 4%, primarily due to increasediBCard activity and increased revenues from selfidd membership, some of which
resulted from the shift of customers from fullyimed arrangements. These increases were partfédht by the termination of an East
segment third party administrator arrangement 0220

Other revenue, which is comprised principally ofpays and deductibles associated with APM’s saleaif-order drugs, increased
$30.0 million, or 48%, to $92.5 million in 2003. @Greame-store basis, other revenue increased B@igh, or 41%, primarily due to
additional mail-order prescription volume and iraged wholesale drug costs, which are passed thtoumlr customers. This increased mail-
order prescription volume resulted from both mersbhigrincreases and additional utilization of APMiail-order pharmacy option.

Benefit expense increased $2,239.4 million, or 38949,177.2 million in 2003. Included in these 208sults was a $31.7 million net
favorable prior year reserve development recordehg the second quarter of 2003, primarily in 8eutheast and Midwest segments and a
$24.5 million favorable adjustment for resolutidraditigation matter in our Midwest segment in first quarter of 2003. On a same-store
basis, benefit expense increased $631.6 milliod0d6, to $7,142.5 million in 2003. Included in thesame store 2003 results was the
recognition of a $24.5 million favorable adjustméortresolution of a litigation matter in our Midatesegment in the first quarter of 2003 and
a $15.9 million net favorable prior year reserveadepment recorded during the second quarter o82B@luded in these same store 2002
results was a $26.6 million favorable adjustmentéserve developments. Excluding these items, sdare benefit expense increased $6
million, or 10%, primarily due to increased costafe and higher average fully-insured membershgreased cost of care was driven
primarily by higher costs in professional servieesl outpatient services. Our benefit expense datiweased 180 basis points from 83.1% in
2002 to 81.3% in 2003 due in part to the impaaiwfTrigon acquisition in 2002. On a same-storeshasir benefit expense ratio decreased
130 basis points to 81.9% in 2003, primarily duéoteer than anticipated medical costs, the favarabsolution of litigation, disciplined
pricing and mix of business shifts from fully-insdrto self-funded arrangements by groups that hadehistorically higher loss ratios.

Administrative expense increased $540.1 million3b#o, to $2,273.8 million in 2003. Included in @03 results was a $10.0 million
contribution to Anthem’s charitable foundation madyeour Southeast segment and a $10.0 million #mnriton to Anthem’s charitable
foundation made by our East segment. Includedar2f02 results was an unfavorable $23.0 milliomstdjent recorded in the third quarte
reflect the accrual of additional premium taxethia state of Ohio and a $10.1 million reductiotthia carrying value of our investment in
MedUnite. On a samstore basis and excluding these items, adminig&&kpense increased $146.3 million, or 9%, prilyalte to increast
in volume-sensitive costs such as higher commission

30



Table of Contents

premium taxes and other expenses associated vaittlgin our business and higher salary and benasitss resulting from normal merit and
benefit increases. On a same-store basis and @xgltite specific items detailed above, our admiaiste expense ratio decreased 40 basis
points to 18.4% in 2003, primarily due to our grbwi operating revenue and the leveraging of coats these higher revenues.

Net investment income increased $20.4 million, Brlto $207.9 million in 2003. This increase inéstment income primarily result
from the investment of additional assets in 20@3flour Trigon acquisition and reinvestment of cgsherated from operations, which were
partially offset by a decrease in yields from nemeistments.

Net realized gains on investments decreased $4libmir 31%, to $9.1 million in 2003. A summayas follows:

Nine Months Ended

September 30
% Change
2003 2002 $ Change
($ in Millions)
Net realized gains from the sale of fixed matu
securities $ 33.2 $15¢ $ 17.: 10%%
Net realized gains from the sale of equity se®s 0.3 0.4 (0.7 (25)%
Other than temporary impairmet (24.9) 3.0 (21.9) NM
Net realized gains on investme $ 9.1 $132z $ (4. (31)%

Interest expense increased $33.2 million, or 5$98.6 million in 2003, primarily resulting frondditional interest expense incurred
on the debt issued in conjunction with our Trigagusition. Interest expense on this debt was thetiufor nine months in 2003 and two
months in 2002.

Amortization of other intangible assets increas&8.& million, or 112%, to $35.6 million in 2003 imarily due to additional
amortization expense on intangible assets resuitorg our Trigon acquisition. This amortization exgge was included for nine months in
2003 and two months in 2002.

Income tax expense increased $162.9 million, 04,08 $321.8 million in 2003, primarily due to ieased income before taxes. In
addition, our effective income tax rate increaseda.1% in 2003 from 29.5% in 2002. This 660 basist increase in the effective income
tax rate is primarily due to the release of a defittax valuation allowance in 2002. Our currefeatfve tax rate is more consistent with our
expected rate on future earnings.

Both basic and diluted net income per share fonthe months ended September 30, 2003 increasedtfr® nine months ended
September 30, 2002 primarily as a result of incrdaset income. These increases were partially taffg@n increase in the number of
weighted average shares primarily due to the faadtghares issued in connection with our Trigorugitipn were outstanding for three
months in 2003 and two months in 2002. Partialfgetfing these increases in weighted average shag®ur repurchase of shares of our
common stock.

We use operating gain to evaluate the performahoarareportable segments, as defined by FAS D&ilosure about Segments of an
Enterprise and Related Informatit. Operating gain is calculated as total operatavgnue less benefit and administrative expensdechk
not include net investment income, net realizedgah investments, gain (loss) on sale of subsidiperations, interest expense,
amortization of other intangible assets, incomesaand minority interest, as these items are mahiage corporate shared service
environment and are not the responsibility of ofiegasegment management. For additional informatsee Note 6 to our unaudited
consolidated financial statements for the nine me®eihded September 30, 2003 and 2002 includedsifFthm 10-Q. The discussions of
segment results for the nine months ended SepteB®h@003 and 2002 presented below are based oatmpegain and operating margin,
which is calculated as operating gain + operatexggnue. Our definition of operating gain and opegamargin may not be comparable to
similarly titled measures reported by other comeani
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Midwest

Our Midwest segment is comprised of health bemefit related business for members in Indiana, Ké&gtand Ohio. Our Midwest
segment’s summarized results of operations fonthe months ended September 30, 2003 and 2002 dodiaws:

Nine Months Ended

September 30
$ Change % Change
2003 2002
($ in Millions)
Operating Revenu $4,960. $4,481.« $478.¢ 11%
Operating Gair $ 323.¢ $ 182.¢ $140.% 77%
Operating Margir 6.5% 4.1% 24C bp

Operating revenue increased $478.9 million, or 1tt#%$4,960.3 million, primarily due to premium ramereases in our Local Large
Group, Federal Employee Program, Small Group andiddee + Choice businesses. Also contributing i® ghowth were membership
increases in our Individual and Small Group bussessOperating revenue increases were partiatbeolffy changes in the mix of our
products with members selecting less rich benesighs, resulting in lower priced products. Alsfsefting the growth were shifts by certain
National Accounts and Local Large Group customersettfunded arrangements, resulting in lower revenues.

Operating gain increased $140.7 million, or 77%$283.6 million, primarily due to improved undertimg results in our Medicare +
Choice, Local Large Group and Small Group busiresbe recognition of a $24.5 million favorablewsiiment for resolution of a litigation
matter in the first quarter of 2003, and an unfabte $23.0 million adjustment recorded in the tlgjudirter of 2002 to reflect the accrual of
additional premium taxes in the state of Ohio. iBBytoffsetting these improved results were lowperating gains recorded by our Individual
business, primarily due to spending on systemsptace our claims, enroliment and customer seteickenology. Also included in our
operating results were the recognition of a $15lliam favorable adjustment for reserve developrsent2002 and a net favorable prior year
reserve development of $12.5 million recorded dythre second quarter of 2003, which nearly offseheother and resulted in minimal
impact on the change in operating gain.

East

Our East segment is comprised of health benefitraladed business for members in Connecticut, Nempshire and Maine. Our East
segment’s summarized results of operations fonthe months ended September 30, 2003 and 2003 dodaws:

Nine Months Ended

September 30
$ Change % Change
2003 2002
($ in Millions)
Operating Revenu $3,387.( $3,057.¢ $329.1 11%
Operating Gair $ 212.¢ $ 156.¢ $ 56.C 36%
Operating Margir 6.2% 5.1% 12Cbp

Operating revenue increased $329.1 million, or 1tt#43,387.0 million in 2003, primarily due to priemm rate increases in our Local
Large Group,Small Group and Federal Employee Pmdnasinesses. Also contributing to operating reeagrowth were membership
increases primarily in our Local Large Group, Indial and Small Group businesses. These increasespartially offset by the termination
of a third party administrator arrangement in 28828 changes in the mix of our products with membelscting less rich benefit designs,
resulting in lower priced products. Also offsettitig growth were shifts by certain Local Large Graustomers from fully insured to self-
funding arrangements, resulting in lower revenues.
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Operating gain increased $56.0 million, or 36%%$242.8 million in 2003, primarily due to improvedderwriting results in our Local
Large Group, Small Group and Individual busines&gzerating gain increases were partially offseal$10.0 million contribution to
Anthem'’s charitable foundation during the third gaaof 2003.

West

Our West segment is comprised of health benefitraleded business for members in Colorado and Nev@dr West segment’s
summarized results of operations for the nine moetided September 30, 2003 and 2002 are as follows:

Nine Months Ended

September 30
$ Change % Change
2003 2002
($ in Millions)
Operating Revenu $774.1 $682.¢ $ 91.t 13%
Operating Gair $ 79.¢ $ 49.: $ 30.€ 62%
Operating Margir 10.2% 7.2% 31Chgp

Operating revenue increased $91.5 million, or 184774.1 million in 2003, primarily due to highgiemium rates in our Local Large
Group, Small Group and Federal Employee Prograrmbésses. Also contributing to operating revenueviitovas higher membership in our
Individual and Federal Employee Program busineSdesse increases were partially offset by the ihpadecreases in membership in our
Local Large Group and Small Group businesses.

Operating gain increased $30.6 million, or 62%%$78.9 million in 2003, primarily due to improvedderwriting results in our Local
Large Group and Small Group businesses. Also daritnig to the improvement was a $6.3 million redurcof a liability for a large case-
specific claim, which was released, in the firstier of 2003. Partially offsetting these improvesao operating gain was an adjustment of
$10.9 million for favorable reserve developmentorded during 2002.

Spending on systems to replace our current clam®liment and customer service technology is exgkeim continue to increase in the
fourth quarter of 2003 and throughout 2004. Addidity, during the third quarter of 2003 we exitbé Medicaid market in Nevada. As a
result of these factors, operating margins are @egeto decline in the fourth quarter of 2003 amoughout 2004.

Southeast

Our Southeast segment is comprised of health hearedirelated business for members in VirginiaJuekiog the immediate suburbs of
Washington D.C. Our Southeast segment was estellisith the acquisition of Trigon on July 31, 2082&sults of operations for this
segment have been included in our consolidateadiadstatements from August 1, 2002 forward. ComtBeast segment’'s summarized
results of operations for the nine months endedesaper 30, 2003 and the two months ended Septe3dh@002 are as follows:

Period Ended

September 30
% Change
2003 2002 $ Change
($ in Millions)
Operating Revenu $2,795. $573.5 $2,221.¢ NM
Operating Gair $ 243« $ 46.2 $ 197.] NM
Operating Margir 8.7% 8.1% 60 bg

The comparison of these two time periods is notrimedul as the period ended September 30, 2003stsre nine months of operati
results while the period ended September 30, 26688ists of two months of operating results. Thius,following discussion addresses only
unusual, one-time items contained in each period.
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Operating gain for the nine months ended Septe@®e2003 included issuance of premium refunds tatepolicyholders, which
partially offset our premium growth by $40.4 mitioThese refunds were issued because claims cos¢stain Southeast lines of business
were much lower than expected. Also impacting 280&ating gain was a $15.8 million favorable pyiear reserve development and a $:
million contribution to Anthem’s charitable foundat. We achieved approximately $42.0 million of sygy savings in 2003, primarily
related to the reduction of corporate overheadiafodmation technology costs as we integrated @muti$east segment.

Specialty

Our Specialty segment includes our group life aisdlallity insurance benefits, pharmacy benefit nggmaent, dental and vision
administration services and behavioral health bengérvices. On June 1, 2002, we acquired ceassets of PRO Behavioral Health, a
Denver, Colorado-based behavioral health compawydar to broaden our specialty product offeririgssults from this acquisition are
included from that date forward. Our Specialty segtis summarized results of operations for the nio@ths ended September 30, 2003 and
2002 are as follows:

Nine Months Ended
September 30

$ Change % Change
2003 2002
($ in Millions)
Operating Revenu $533.¢ $383.( $150.4 39%
Operating Gair $ 47.€ $ 38.€ $ 9.C 23%
Operating Margir 8.€% 10.1% (220) bg

Operating revenue increased $150.4 million, or 3@$533.4 million in 2003, primarily due to incesal mail-order prescription
volume and increased wholesale drug costs whicpassed through to our customers at APM, as wehleasesults of Anthem Behavioral
Health, which evolved from our acquisition of PR@Havioral Health on June 1, 2002. The increasettander prescription volume resulted
from both membership increases and additionakatilbn of APM’s mail-order pharmacy option. For tiire months ended September 30,
2003, mail-order prescription volume increased 26% retail prescription volume increased 11% coexgbéo the nine months ended
September 30, 2002. Operating revenue from oundietzd health business is increasing as we begprawide these services to more of our
existing health membership.

Operating gain increased $9.0 million, or 23%,4@.% million in 2003, primarily due to increasedilmader prescription volume. Also
increasing operating gain was membership growthimpdoved underwriting results in our Life insurarfsusiness. These improvements in
operating gain were partially offset by start-upl &megration expenses associated with our denthlvaion operations.

Our Specialty segment will continue efforts to exgppgales of their product lines to our existinglthemembership in order to provide
our members with a wider range of cost effectivedpicts. These integration activities will occur othe next several years, and the related
costs will partially offset future margin expansiorthe Specialty segment as integration costénargred.
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Other

Our Other segment includes administration of Medigaograms in Indiana, lllinois, Kentucky, OhioaiMe and New Hampshire;
elimination of intersegment revenue and expensabrarporate expenses not allocated to operatigigmeets. Our summarized results of
operations for our Other segment for the six moetied September 30, 2003 and 2002 are as follows:

Nine Months Ended

September 30
$ Change % Change
2003 2002

($ in Millions)
Operating Revenue From External Custon $142.5 $ 128.¢ $ 13.C 11%
Elimination of Intersegment Revent (331.9) (216.9 (114.9 53%
Total Operating Revent (189.9) (88.2) (201.0 115%
Operating Los! $(0974 $ (6552 $ (422 76%

Operating revenue from external customers incre&$8d® million, or 11%, to $142.5 million in 20Q&jmarily due to cost
reimbursement activity being reflected in our Medlecadministration operations. Elimination of isegment revenues increased $114.9
million, or 53%, reflecting additional sales by ARMour health segments and sales between ouhtssjments.

Operating loss increased $42.2 million, or 76%&(®7.4) million in 2003, primarily due to additidriacentive compensation not
allocated to the operating segments associatedoeiter than expected performance and timing diffees related to the allocation of
technology expenses.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

We prepare our consolidated financial statement®iriormity with accounting principles generallycapted in the United States.
Application of these accounting principles requimenagement to make estimates and assumptionaftibeitthe amounts reported in our
consolidated financial statements and accompamabgs and within this management’s discussion aatysis. We consider some of our
most important accounting policies that requirénestes and management judgment to be those polidibgespect to liabilities for unpaid
life, accident and health claims, income taxesdgalh and other intangible assets, investmentsratidement benefits, which are discussed
below. Our significant accounting policies are afsmmarized in Note 1 to our audited consolidateahicial statements for the years ended
December 31, 2002, 2001 and 2000 included in ounudhReport on Form 10-K as filed with the Secastand Exchange Commission.

Liability for Unpaid Life, Accident and Health Clai ms

The most significant accounting estimate in oursohidated financial statements is our liability forpaid life, accident and health
claims. At September 30, 2003, this liability wds@$1.8 million and represented 25% of our totalsadidated liabilities. We record this
liability and the corresponding benefit expensegending claims and claims that are incurred btitegorted, including the estimated costs
of processing such claims. Pending claims are thexssived by us, but not yet processed througtsgstems. We determine the amount o
liability for incurred but not reported claims feach of our business segments by following a detaittuarial process that entails using both
historical claim payment patterns as well as enmgrgiedical cost trends to project our best estinhtdaim liabilities. Liabilities for both
incurred but not reported and reported but nopwéd claims are determined for each of our busisegaments employing actuarial methods
that are commonly used by health insurance actarid meet Actuarial Standards of Practice. Theseafial Standards of Practice require
that the claim liabilities be adequate under magdyadverse circumstances. In these methods luatalata of paid claims is formatted into
claim triangles which compare claim incurred dates
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to the dates of claim payments. This informatioarialyzed to create “completion factors” that repre the average percentage of total
incurred claims that have been paid through a gilata after being incurred. Completion factorsapplied to claims paid through the
financial statement date to estimate the ultimiiecexpense incurred for the current period. Adalastimates of claim liabilities are then
determined by subtracting the actual paid clairamfthe estimate of the ultimate incurred claims.

For the most recent incurred months, the percerdfgiims paid for claims incurred in those monithgenerally low. This makes the
completion factor methodology less reliable fortsnwonths. Therefore incurred claims for recent hsmire not projected from historical
completion and payment patterns; rather they asggied by estimating the claims expense for tmoseths based upon recent claims
expense levels and health care trend levels, endtfactors”.

Because the reserve methodology is based upomib@tmformation, it must be adjusted for knownsmspected operational and
environmental changes. These adjustments are nyaolgr lactuaries based on their knowledge and #stimate of emerging impacts to
benefit costs and payment speed. Circumstances torsidered in developing our best estimate @frves includes changes in utilization
levels, unit costs, mix of business, benefit levalix of services, provider reimbursement levetscpssing system conversions, current claim
inventory levels, claim processing patterns anthtkubmission patterns. A comparison of prior pettiabilities to re-estimated claim
liabilities based upon subsequent claims developmeiso considered in making the liability deteration. In the actuarial process, the
methods and assumptions are not changed as reseevescalculated, but rather the availability ddliional paid claims information drives
our changes in the re-estimate of the unpaid cliaibility. To the extent appropriate, changes infsdevelopment are recorded as a change tc
current period benefit expense.

In addition to the pending claims and incurredmttreported claims, the liability for unpaid lif@gcident and health claims includes
reserves for premium deficiencies. Premium defwiesare recognized when it is probable that exgeckaims and loss adjustment expenses
will exceed future premiums on existing health atiter insurance contracts without consideratiomeéstment income. For purposes of
premium deficiencies, contracts are grouped in amaaconsistent with our method of acquiring, sg@ng and measuring the profitability of
such contracts.

Management regularly reviews its assumptions réggrour claims liabilities and makes adjustmentbaoefit expense recorded, when
necessary. If it is determined that managemenssraptions regarding cost trends and utilizationsagaificantly different than actual results,
our income statement and financial position co@dnbpacted in future periods. Adjustments of pyiear estimates may result in additional
benefit expense or a reduction of benefit expengled period an adjustment is made. Further, dteet@onsiderable variability of health care
costs, adjustments to claims liabilities occur egquearter and are sometimes significant as compart total benefit expense recorded in
that quarter. Prior year development is recognizedediately upon the actuas/judgment that a portion of the prior year lidkils no longe
needed or that additional liability should haverbaecrued. That determination is made when suffidigformation is available to ascertain
that the re-estimate of the liability is accurate avill not fluctuate significantly with future delopment.
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As described above, the completion factors andtfactors can have a significant impact on thelébility. The following example
provides the estimated impact to our SeptembeP@03 unpaid claims liability assuming hypotheticlahnges in the completion and trend

factors:

Completion Factor ! Claims Trend Factor 2
(Decrease)/Increase Increase/(Decrease (Decrease)/Increas (Decrease)/Increas
in Completion in Unpaid Claims in Claim Trend in Unpaid Claims
Factor Liabilities Factor Liabilities
($ in Millions) ($ in Millions)

R%n$ 132.C (3)%$ (20.0

(2)% 87.C (2)% (14.0

(D)% 43.C ()% (7.0)

1% (42.0) 1% 7.C

2% (84.0) 2% 14.C

3% (124.0 3% 20.C

1 Assumes (decrease)/increase in the completionriafiiothe most recent four months

2 Assumes (decrease)/increase in the claims trendr&for the most recent two months

In addition, assuming a hypothetical 1% total diéfece between our September 30, 2003 estimated<laibility and the actual claims
paid, net income for the three months ended SepeB() 2003 would increase or decrease by $11l®miwhile basic net income per share
would increase or decrease by $0.09 per shareiandddnet income per share would increase or dserby $0.08 per share.

Note 8 to our audited consolidated financial staets for the years ended December 31, 2002, 2002@00 included in our Annual
Report on Form 1@ provides historical information regarding the md and payment of our unpaid claims liability.r@monents of the tot;
incurred claims for each year include amounts axtfar current year estimated claims expense dsaweldjustments to prior year estimated
accruals. In Note 8, the line labeled “incurrectetl to prior yearsiccounts for those adjustments made to prior y&anates. The impact
any reduction of “incurred related to prior yeattdims may be offset as we establish the estinfdti@eaurred related to current year”. Our
reserving practice is to consistently recognizedatteiarial best estimate of our ultimate liabifiby our claims within a level of confidence
required by actuarial standards. Thus, only wherr¢ease of a prior year reserve is not offsdt e same level of conservatism in
estimating the current year reserve will the redunty reduce benefit expense. When we recognizieaseeof the redundancy, we disclose
the amount that is not in the ordinary course d@itess. We believe we have consistently appliedraihodology in determining our best
estimate for unpaid claims liability each year.

A reconciliation of the beginning and ending bakafar unpaid life, accident and health claims fréqamuary 1 to September 30, 2003 is
as follows:

($ In Millions)

Balances at January 1, 2003, net of reinsuranaweeables of $4.8 millio $1,821.:
Business divestitures and purchase adjustn (15.5

Subtotal 1,805."
Incurred related tc

Current yea 9,353.;

Prior years (redundanc (181.9
Total incurrec 9,171.¢
Paid related tc

Current yea 7,725k

Prior years 1,399.:
Total paid 9,124.¢
Balances at September 30, 2003, net of reinsul 1,852.¢
Reinsurance recoverables at September 30, 8.¢
Reserve gross of reinsurance recoverables on unfzams at September 30, 20 $1,861.¢
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Amounts incurred related to prior years vary froravously estimated liabilities as the claims dtamately settled. Liabilities at any
year end are continually reviewed an-estimated as information regarding actual claisgmpents, or runout, becomes known. This
information is compared to the originally estabdidtyear end liability. Negative amounts reportedriourred related to prior years result
from claims being settled for amounts less thagiwaily estimated. The redundancy of $181.3 milltown in the table above represents an
estimate based on paid claim activity from Jandar3003 to September 30, 2003, and is subjectdogdbased on future paid claim activity.
Medical claim liabilities are usually describedhasing a “short tail”, which means that they araeyally paid within several months of the
member receiving service from the provider. Accogtl, the majority, or approximately 90%, of the8$13 million redundancy relates to
claims incurred in calendar year 2002, with theaimmg 10% related to claims incurred in 2001 aridrp

We calculate the percentage of prior year reduridario total incurred claims recorded in each paat in order to demonstrate the
development of the prior year reserves. This metds 1.3% for 2000, 1.5% for 2001 and 1.9% for 2@@# the nine months ended
September 30, 2003, the metric was 1.8%.

Income Taxes

We account for income taxes in accordance witheBtant of Financial Accounting Standards No. 8&;ounting for Income Taxes
This standard requires, among other things, tharagprecognition of deferred tax assets and dafdax liabilities. Such deferred tax assets
and deferred tax liabilities represent the taxctfté temporary differences between financial répgrand tax reporting measured at tax rates
enacted at the time the deferred tax asset ofitialsi recorded. A valuation allowance must beablshed for deferred tax assets if it is “more
likely than not” that all or a portion may be urlizad.

At each quarterly financial reporting date, we asgbe adequacy of the valuation allowance by ewialy each of our deferred tax as
based on the key elements that follow:

» the types of temporary differences that createdi#ierred tax asset;
» the amount of taxes paid in prior periods and abédl for a carry-back claim;
» the forecasted future taxable income and therdikeb/ future deduction of the deferred tax itemga

* any significant other issues impacting the likedglization of the benefit of the temporary diffezes.

To the extent we prevail in matters we have accfaedr are required to pay more than reservedfuture effective tax rate and net
income in any given period could be materially irhed. In addition, the Internal Revenue ServiceiooBs its examination of two prior
years. Two other prior years have not been subjemdmpleted Internal Revenue Service examinatimasare considere‘open”.

Gooduwill and Other Intangible Assets

Our consolidated goodwill at September 30, 2003 $23458.1 million and other intangible assets v239.1 million. The sum of
goodwill and other intangible assets representéd @Bour total consolidated assets at Septembe?(BiB.

We account for goodwill and other intangible asssiag Statement of Financial Accounting Stand&fds141,Business Combinations
(“FAS 141", and Statement of Accounting Standa¥ds 142,Goodwill and Other Intangible Asset$AS 142”). FAS 141 requires business
combinations completed after June 30, 2001 to beuatted for using the purchase method of accounitiradso specifies the types of
acquired intangible assets required to be recodrdrd reported separately from goodwill. Under BA&, goodwill and other intangible
assets (with indefinite lives) are not amortizetldme tested for impairment at least annually. \Wegleted our annual impairment test of
goodwill and other intangible assets (with indeérlives) during the fourth quarter of 2002. Basadhe results of our impairment reviews,
we have not incurred any impairment losses relgteshy intangible assets.
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While we believe we have appropriately allocatedlghrchase price of our acquisitions, this all@satiequires many assumptions to be
made regarding the fair value of assets and ltgslacquired. In addition, the annual impairmestihg required under FAS 142 requires us
to make assumptions and judgments regarding tireast fair value of our goodwill and other intaplgi assets (with indefinite lives). Such
assumptions include the present value discountifasted to determine the fair value of a reporting, which is ultimately used to identify
potential goodwill impairment. Such estimated faitues might produce significantly different resiftother reasonable assumptions and
estimates were to be used. Because of the amougt®dwill and other intangible assets includedum consolidated balance sheet, the
impairment analysis is significant. If we are ureatd support a fair value estimate in future animahlirment tests, we may be required to
record impairment losses against income in futeréops.

Investments

Total investment securities were $6,507.3 milliod aepresented 49% of our total consolidated ass&eptember 30, 2003.
Approximately 97% of our total investment secustigere fixed maturity securities with the remain8%g being equity securities. In
accordance with Statement of Financial Accountitep&ards No. 115%ccounting for Certain Investments in Debt and Bg8iecuritiespur
fixed maturity and equity securities are classitsd'available-for-sale” securities and are rembetfair value. Unrealized gains or losses on
these securities are included in accumulated cdmepisive income as a separate component of shaesboddjuity. We have determined that
all investments in our portfolio are available tgpport current operations, and accordingly, haassified such securities as current assets.
Investment income is recorded when earned, anteeadains or losses, determined by specific ifieation of investments sold, are
included in income when sold.

We evaluate our investment securities on a qugrtersis, using both quantitative and qualitativedes, to determine whether a decline
in value is other than temporary. Such factors iclemed include the length of time and the extentlich a security’s fair value has been less
than its cost, financial condition and near teriwspects of the issuer, recommendations of investatbnsors, and forecasts of economic,
market or industry trends. If any declines are cheiteed to be other than temporary, we charge tbgel®to income when that determination is
made. During the nine months ended September 33, 2@ recorded a $24.4 million charge for othanttemporary impairment of our
equity securities, primarily due to the lengthiofe that the securities fair value had been leas ifs cost. The current economic environment
and recent volatility of securities markets inceeti®e difficulty of determining fair value and assi@g investment impairment. The same
influences tend to increase the risk of potentifipaired assets. Management believes it has atidguaviewed for impairment and that its
investment securities are carried at fair valuewkleer, over time, the economic and market envirartmmeay provide additional insight
regarding the fair value of certain securities,ehhtould change management’s judgment regardingirment. This could result in realized
losses relating to other than temporary declingsgogharged against future income.

Through our investing activities, we are exposefinancial market risks, including those resultingm changes in interest rates and
changes in equity market valuations. Our primargciive is the preservation of the asset base amdmization of portfolio income given an
acceptable level of risk. We manage the markesiiiskough our investment policy, which establistreslit quality limits and percentage
amount limits of investments in individual issudfave are unable to effectively manage these rigkould have an impact on our future
earnings and financial position.

At September 30, 2003, we had gross unrealizedsgdi$i252.9 million and gross unrealized losses804 million on our fixed maturit
securities, which were substantially related teri@st rate changes. We expect the scheduled palragipl interest payments will be realized.
Our equity securities are comprised of market iredexutual funds and had unrealized gains of $5llfomat September 30, 2003. There
were no unrealized losses on equity securitiegpte®nber 30, 2003.
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Retirement Benefits
Pension Benefits

We sponsor defined benefit pension plans for oysleyees, and account for these plans in accordaithd=inancial Accounting
Standards No. 8Employers’ Accounting for Pensio(i$AS 87”), which requires that amounts recognizeéinancial statements be
determined on an actuarial basis. As permittedA$ B7, we use a calculated value of plan assales®ibed below. Further, the effects of
the performance of the pension plans’ assets aagels in pension liabilities on our computatiopehsion expense are amortized over
future periods.

The most important factor in determining our pensapense is the assumption for expected retuplaanassets. As of our September
30, 2003 measurement date, we lowered our expeateaf return on plan assets to 8.00% (from 8.5@%2003 expense recognition). We
use the geometric averaging method of determinimgempected rate of return. We believe our assumgpif future returns is reasonable. T
assumed long-term rate of return on assets iseapfi a calculated value of plan assets, whichgizes changes in the fair value of plan
assets in a systematic manner over three years pftiluces the expected return on plan assetstimatuded in pension expense. The
difference between this expected return and theahotturn on plan assets is deferred and amortizedthe average remaining service of the
workforce as a component of pension expense. Theafierral of past asset gains or losses affeetsdlculated value of plan assets and,
ultimately, future pension expense. The plan adseie earned a rate of return less than 8.00%tbegurior two years and it is possible that
we will further lower our assumption for expecteturn on plan assets if this trend continues. Haveer our expected return on plan assets,
future contributions to the pension plan or pensirpense would likely increase.

The discount rate reflects the current rate at wthie pension liabilities could be effectively kdtat the end of the year based on our
measurement date. At our last measurement datee{8eer 30, 2003), we selected a discount rate2®6, which was developed using a
benchmark rate of the Moody’s Aa Corporate Bondgxa Changes in the discount rates over the peest fears have not materially affected
pension expense, and the net effect of changéidiscount rate, as well as the net effect ofrathanges in actuarial assumptions and
experience, have been deferred and amortized @smpanent of pension expense in accordance with&AS

At September 30, 2003, our consolidated prepaidiparasset was $222.9 million compared to $1461@omiat December 31, 2002.
During the threamonth periods ended September 30 and June 30, 2@0Bnded $50.0 million and $40.0 million to oash balance pensi
plans. For the three and nine months ended Septe3Ab2003, we recognized consolidated pretax parskpenses of $5.1 million and $1
million, respectively.

Other Postretirement Benefits
We provide most employees certain life, medicaior and dental benefits upon retirement. We usewsactuarial assumptions
including the discount rate and the expected tiarbalth care costs to estimate the costs andibebgations for our retiree health plan.

At our last measurement date (September 30, 20@33¢elected a discount rate of 6.25%, which wagldeed using a benchmark rate
of the Moody’'s Aa Corporate Bonds index.

The assumed health care cost trend rate used isumireg the other benefit obligations was generHllo in 2002, decreasing 1% per
year to 5% in 2007. Beginning October 1, 2003 ab&umed health care trend rate is 11% decreaspngxamately 1% per year to 5.5%
20009.

New Accounting Pronouncements

On January 1, 2003, we adopted the interim rempridguirements of Statement of Financial Accoun8tendards No. 14&ccounting
for Stocl-Based Compensation—Transition and DisclogUFAS 148”). FAS 148 requires more prominent discle and specifies the form,
content and location of these disclosures in both
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our annual and interim financial statements. Adopbf this statement had no impact on our finanisition or results of operations, as we
continue to account for stock-based compensatimguke intrinsic method under Accounting Princgpoard Opinion No. 2%ccounting
for Stock Issued to Employe. See Note 3 to our unaudited financial statemiestaded in this Form 10-Q for the disclosures iiezgiby

FAS 148.

There were no other new accounting pronouncemelasted during the three or nine months ended SdyaeB0, 2003 that had a
material impact on our financial position, opergtiesults or disclosures.

LIQUIDITY AND CAPITAL RESOURCES
Introduction

Our cash receipts consist primarily of premiumsnindstrative fees, investment income, other revesme proceeds from the sale or
maturity of our investment securities. Cash disbomsnts result mainly from claims payments, adnriaiste expenses, taxes, purchase of
investment securities, interest expense, paymenksny term borrowings, capital expenditures anqulirehases of our common stock. Cash
outflows fluctuate with the amount and timing oftment of these expenses. As such, any futuriingda our profitability would likely
have some negative impact on our liquidity.

We manage our cash, investments and capital steustuwe are able to meet the short- and long-tdniilgations of our business while
maintaining financial flexibility and liquidity. Wéorecast, analyze and monitor our cash flows tbéninvestment and financing within the
overall constraints of our financial strategy.

A substantial portion of the assets held by ouulsgd subsidiaries is in the form of cash and eaglivalents and investments. After
considering expected cash flows from current opegactivities, we generally invest cash that edsesur near term obligations in longer
term marketable fixed maturity securities, to img@@ur overall investment income returns. Our itwet strategy is to make investments
consistent with insurance statutes and other remylaequirements, while preserving our asset b@se.investments are available for sale to
meet liquidity and other needs. Excess capitahid ; the form of annual dividends by subsidiat@their respective parent companies for
general corporate use, as permitted by applicaigielations.

The availability of financing in the form of debt equity is influenced by many factors including puofitability, operating cash flows,
debt levels, debt ratings, contractual restrictisagulatory requirements and market conditions.HMee access to a $1.0 billion commercial
paper program supported by $1.0 billion of revalvanedit facilities, which allow us to maintain fuer operating and financial flexibility.

Liquidity—Nine Months Ended September 30, 2003 Comgred to Nine Months Ended September 30, 2002

During 2003, net cash flow provided by operatingvaées was $725.7 million, as compared to $628iflion in 2002, an increase of
$101.8 million. The increase resulted from improwed income and the impact of our Trigon acquisitioffset by a decline in operating cash
flow from our operating assets and liabilities. Teeline in cash from operating assets and ligsliprimarily resulted from increases in
receivables as our revenue base grew, paymerggotution of a litigation matter and higher inceatpayments during the first nine months
of 2003 as compared to 2002.

Net cash flow used in investing activities was $244illion in 2003, compared to cash used of $960il8on in 2002, a decrease in
cash used of $416.6 million. The table below oesithe changes in investing cash flow betweenthesears:

Increase in net purchases of investmi $ 364.5
Decrease in net purchases and sales of subsic (782.9
Increase in net purchases and proceeds from spl®pérty and equipme 8

Total decrease in cash used in investing activ $(416.€)
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The purchase of investment securities increasegasting cash was moved into our investment pastémd cash balances held by our
investment managers was reduced. The decreasbsisuy purchases resulted primarily from miniraetivity in 2003 versus 2002, which
included our Trigon acquisition. The increased propand equipment net purchases were nominal.

Net cash flow used in financing activities was $30®illion in 2003 compared to cash provided bwfining activities of $842.5 millic
in 2002. During 2003, $143.9 million was used fourghase our common stock. In addition, $100.0ionilvas used to fund the payment of
senior guaranteed notes, which matured on JulQ®3. These payments were offset by $37.6 millioproceeds from the issuance of
common stock related to the exercise of stock aptand our employee stock purchase program. Dthimgine months ended September 30,
2002, proceeds of $938.5 million were received ftheissuance of senior notes used to fund a poofithe Trigon acquisition. In addition,
$17.1 million was received from the issuance of mam stock due to the exercise of stock optionsfeord our employee stock program.
Offsetting these amounts was $109.2 million use@porchase shares of common stock and $4.1 miisedl for costs related to the issuance
of shares for the Trigon acquisition.

Financial Condition

We maintained a strong financial condition andiliify position, with consolidated cash and cashivajants and investments of $7.2
billion at September 30, 2003. Total cash and egslivalents and investments increased by $534ltbmffom December 31, 2002,
primarily resulting from our strong cash flows geated from operating activities, partially offsgt tash used for stock repurchases and debt
repayment.

Many of our subsidiaries are subject to variousegoment regulations that restrict the timing anedant of dividends and other
distributions that may be paid to their respecfimeent companies. From January 1, 2003 througre8dyar 30, 2003, Anthem received
$458.6 million of dividends from its subsidiariég. September 30, 2003, Anthem held at the paremipemy approximately $706.9 million of
our consolidated $7.2 billion of cash and cashejents and investments, which are available foega corporate use, including investment
in our businesses, acquisitions, share and debtelases and interest payments.

Our consolidated debt-to-total-capital ratio (cédted as the sum of debt divided by the sum of gllst shareholders’ equity) was
22.1% as of September 30, 2003 and 24.7% as ofnileare31, 2002.

Our senior debt is rated “BBB+” by Standard & Pgpt’A-" by Fitch, Inc., “Baa2” by Moody’s Invest@ervice, Inc. and “a-" by AM
Best Company, Inc. We intend to maintain our sedéit investment grade ratings. A significant dovawlg in our debt ratings could
adversely affect our borrowing capacity and costs.

Future Sources and Uses of Liquidity

We will have cash requirements of approximately$8llion for the pending transaction with WellPpimcluding both the cash portic
of the purchase price and estimated transactiois.dosring October 2003, we obtained a commitmenafbridge loan of up to $3.0 billion.
Additionally, as of October 31, 2003, we have $@0qillion of cash and investments and access 1 §illion of credit facilities, as discuss
below. All indebtedness under the bridge loan rbestepaid in full no later than March 31, 2005 .0Anhear the expected closing of the
WellPoint transaction in mid-2004, we plan to issipeto $2.0 billion of debt securities in a privalacement or public offering to provide
permanent financing. In addition, we expect toipytlace an expanded $2.5 billion revolving crédidtlity, replacing our current $1.0 billion
of credit facilities. Upon issuance of the $2.0itil of debt securities and the increase of $1l®hiin our revolving credit facilities, the $3.0
billion commitment for the bridge loan will be teirmated. In addition, as part of the debt recaitaion associated with the WellPoint
transaction, and using sources of liquidity desatiabove, we may repurchase a portion of our ssirmdtes, subject to market conditions at
that time.
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Anthem maintains $1.0 billion of revolving lines akedit with its lender group. Under one faciliiyhich expires November 5, 2006,
Anthem may borrow up to $400.0 million. On July2003 a second facility was renewed which now espitee 29, 2004. Under this second
facility, Anthem may borrow up to $600.0 millionng amounts outstanding under this facility at J28e2004 (except amounts that bear
interest rates determined by a competitive bidgirggess) convert to a one-year term loan at Anthaption. Anthem'’s ability to borrow
under these credit facilities is subject to compimwith certain covenants. We were in complianitke these covenants as of September 30,
2003. There were no borrowings under these fagslitor the nine months ended September 30, 2003.

On January 27, 2003, the Board of Directors autiedrimanagement to establish a $1.0 billion comrakpeiper program. Proceeds
from any issuance of commercial paper may be usedeneral corporate purposes, including the répase of debt and common stock of
Anthem. Commercial paper notes are short-term semisecured notes, with a maturity not to excedllds¥s from date of issuance. When
issued, the notes bear interest at current maakes.rThere were no borrowings under this commlgraiger program during the nine months
ended September 30, 2003.

On December 18, 2002, Anthem filed a shelf redistnawith the Securities and Exchange Commissiareggster any combination of
debt or equity securities in one or more offeringgo an aggregate amount of $1.0 billion. Speaificrmation regarding terms of a potential
offering and the securities being offered will beypded at the time of such offering. Proceeds faow offering will be used for general
corporate purposes, including the repayment of, diptitalization of our subsidiaries or the finamrof possible acquisitions or business
expansion. As of September 30, 2003 Anthem hadl§illién of the shelf registration capacity remaigi

As discussed in “Financial Condition” above, mafiypr subsidiaries are subject to various governmegulations that restrict the
timing and amount of dividends and other distribng that may be paid. Based upon these requirenveatselieve the $458.6 million that
was paid in the period from January 1, 2003 to &aper 30, 2003 will be the total amount of divideial be received by Anthem during
2003.

In 2003, the Board of Directors authorized us fmurehase up to $500.0 million of stock under a progthat will expire in February
2005. Under this program, repurchases may be nradetfime to time at prevailing prices, subject éotain restrictions on volume, pricing
and timing. We purchased 2.3 million shares ofemmmon stock during the nine months ended SepteBthe¥003, at a cost of $143.9
million. We currently have $356.1 million of autization remaining under this program.

In 2001, Anthem Southeast started an estimatedyfear, $84.0 million building construction projectexpand its regional offices in
Richmond, Virginia. The expansion plan includesstarction of a four-story, 308,000-square-foot thnity to house the operations center and
major renovations to the existing headquartersdmgl Construction for the new building began i®2@&nd was completed in mid-2003.
Renovations of the current facility will begin onitee new building is occupied, with a scheduled pletion date in 2005. The project will be
funded using internal cash and investments. Thr@&agtember 30, 2003, we have capitalized $60.1lomiielated to the ongoing
construction of this project. There are currentlyather commitments for major capital expenditucesupport existing business.

Anthem Insurance had $100.0 million of senior gontead notes which matured on July 15, 2003. Theteswere repaid from
operating cash flows of Anthem Insurance.

Anthem and its subsidiaries lease office spacecandin computer equipment using non-cancelableatipg leases. Based on
information available at December 31, 2002, es&u&003 lease payments for these leases withliaiti@maining non-cancelable terms of
one year or more are $43.5 million.
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During the nine months ended September 30, 2003umded $90.0 million to our pension plans. Our@glimplemented during the
second quarter of 2003, is to fund our pension plaa quarterly basis, rather than making a silagger annual contribution. We may have
adjustments to quarterly funding amounts basechanges in the market value of plan assets and ekangelated assumptions.

We believe that funds from future operating casiw§, cash and investments and funds available uklbiem’s credit agreements or
from public or private financing sources will beffsaient for future operations and commitments dmdcapital acquisitions and other
strategic transactions.

For additional information on our future debt mittas and lease commitments, see Notes 5 and ddrtaudited consolidated financial
statements for the years ended December 31, 2002,ahd 2000 included in our Annual Report on Faf¥K as filed with the Securities
and Exchange Commission.

Risk-Based Capital

Our regulated subsidiaries’ states of domicile heteg¢utory risk-based capital, or RBC, requireménmtiealth and other insurance
companies largely based on the National Associafdnsurance Commissioners RBC Model Act. Thes€R&quirements are intended to
measure capital adequacy, taking into accountishecharacteristics of an insurer’s investments matiaged care products. The National
Association of Insurance Commissioners sets féwthférmula for calculating the RBC requirementsjolitare designed to take into account
asset risks, insurance risks, interest rate riskisodher relevant risks with respect to an indigidasurance company’s business. In general,
under this Act, an insurance company must submepart of its RBC level to the state insurance depant or insurance commissioner, as
appropriate, at the end of each calendar yearri€ubased capital as of December 31, 2002, whiah tive most recent date for which
reporting was required, was in excess of all mangd®BC thresholds. In addition to exceeding theCRBquirements, we are in compliance
with the liquidity and capital requirements forigehsee of the Blue Cross Blue Shield Association.

This management’s discussion and analysis contartsain forward-looking information. Words such“agpect(s)”, “feel(s)”,
“believe(s)”, “will”, “may”, “anticipate(s)”, “esti mate(s)”, “should”, “intend(s)” and similar expressns are intended to identify forward-
looking statements. Such statements are subjéctae@n and unknown risks and uncertainties thatd¢@aluse actual results to differ
materially from those projected. These risks anceutainties may include: those discussed and ifledtin public filings with the U.S.
Securities and Exchange Commission (“SEC”) madétyrem and WellPoint; trends in health care cosis atilization rates; our ability to
secure sufficient premium rate increases; compepitwing below market trends of increasing costereased government regulation of
health benefits and managed care; significant asitjons or divestitures by major competitors; irdution and utilization of new
prescription drugs and technology; a downgrade tm financial strength ratings; an increased levéldebt; litigation targeted at healt
benefits companies; our ability to contract wittopiders consistent with past practice; our abitilyachieve expected synergies and oper:
efficiencies from the Trigon acquisition and to sessfully integrate our operations; our abilitydonsummate our merger with WellPoint, to
achieve expected synergies and operating efficsriai the merger within the expected time-framestt atl and to successfully integrate our
operations; such integration may be more diffictithe-consuming or costly than expected; revenoiésafing the transaction may be lower
than expected; operating costs, customer loss asthbss disruption, including, without limitatiatifficulties in maintaining relationships
with employees, customers, clients or suppliers;, beagreater than expected following the transaxttbe regulatory approvals required for
the transaction may not be obtained on the terrpgeted or on the anticipated schedule; our abtlityneet expectations regarding the
timing, completion and accounting and tax treatreeftthe transaction and the value of the transactionsideration; future bio-terrorist
activity or other potential public health epidemiesid general economic downturns. Readers are caatl not to place undue reliance on
these forward-looking statements that speak onlyfdise date hereof. We undertake no obligatiorepublish revised forward-looking
statements to reflect events or circumstances #ftedate hereof or to reflect the occurrence aintitipated events.
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ITEM 3. Quantitative and Qualitative DisclosuresAbout Market Risk

The primary objective of our investment strategthis preservation of our asset base and the maadimizof portfolio income given an
acceptable level of risk. Our portfolio is exposedhree primary sources of risk: interest ratk, risedit risk and market valuation risk. No
material change to these risks has occurred siecember 31, 2002. For a more detailed discussiomaoket risk, refer to our 2002 Annual
Report on Form 10-K as filed with the Securitied &xchange Commission.

ITEM 4. Controls and Procedures

The Company carried out an evaluation as of Septe3®, 2003, under the supervision and with thégipation of the Company’s
management, including the Company’s Chief Execud¥ficer and Chief Financial and Accounting Officef the effectiveness of the design
and operation of the Company’s disclosure contial$ procedures as defined in Rule 13&e) of the Securities Exchange Act of 1934. B
upon that evaluation, the Chief Executive Officed &hief Financial and Accounting Officer concludbdt the Company’s disclosure
controls and procedures are effective in timelytalg them to material information relating to t8empany (including its consolidated
subsidiaries) required to be included in this QerfytReport on Form 10-Q. There have been no clwaimgde Company’s internal control
over financial reporting that occurred during theader ended September 30, 2003 that have mayeaifdicted, or are reasonably likely to
materially affect, the Company’s internal contrekofinancial reporting.
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PART Il. OTHER INFORMATION
ITEM 1. Legal Proceedings

On March 11, 1998, Anthem Insurance and its Ohiissliary, Community Insurance Company (“CIC") waamed as defendants in a
lawsuit,Robert Lee Dardinger, Executor of the Estate oh&stouise Dardinger v. Anthem Blue Cross and Bbld, et al, filed in the
Licking County Court of Common Pleas in Newark, @Hhihis matter has been terminated as reportdteifhthem, Inc. Quarterly Report
Form 10-Q for the quarterly period ended MarchZ103.

Anthem, along with a number of other managed camepanies, were sued in purported class action liésvasiserting various causes of
action under federal and state law. One such gdfifiiiam Strand, et al., v. Anthem BCBS of Connettiet al.,was filed in Connecticut and
was consolidated with the other subscriber tradesan Multi District Litigation before Judge Morem Miami, Florida. Class certification
was denied in the subscriber track cases, andatesettled for $5,000. The case was dismissedméfhdice by order of the Court on July
18, 2003. The second subscriber track céke,State of Connecticut v. Anthem BCBS of Commgctit al. brought by the Connecticut
Attorney General, was dismissed by the court orte®eper 19, 2003. The Attorney General filed a mofar reconsideration with the trial
court, which the court overruled on October 1, 2003

On May 22, 2003, in a case titl&&nneth Thomas, M.D., et al., v. Blue Cross Bluel®®ssociation, et al.several medical providers
filed suit in federal court in Miami, Florida agatirthe Blue Cross Blue Shield Association and Bloess Blue Shield Plans across the
country, including the Company. The suit alleged the BCBS Association and the BCBS Plans viol&KIO and challenges many of the
same practices as other suits in the MDL. On M&083, in a case titleDr.Allen Knecht, et al., v. Cigna, et atgveral chiropractors filed a
purported class action in federal court in Portladdregon, naming several Blue Cross Blue Shieldflencluding the Company, as well as
several commercial insurers. This case also alldggghe defendants violated RICO and challengasynof the same practices in regards to
chiropractors. Both cases have been transferrdtetDL docket and are now assigned to Judge Moireiiami.

On October 25, 1995, Anthem Insurance and two hadadfiliates were named as defendants in a layBuitwilliam Lewis, et al., v.
Associated Medical Networks, Ltd., et filed in the Superior Court of Lake County, Indiafi&e case was transferred to the Superior Court
of Marion County, Indiana, which certified a classDecember 3, 2001. The trial court’s decision affismed by the Court of Appeals in
February 2003. Anthem filed a petition for trangfethe Indiana Supreme Court, which was grante@atober 2, 2003. An opinion will iss
in due course.

In the Connecticut state court provider class actiloe trial court certified a class of Connectiprdviders on July 19, 2001. Anthem
appealed, and on September 22, 2003, the ConneStipueme Court reversed the trial court’s classfimation decision and remanded the
case back to the trial court. The trial court i€xamine four claims, and determine whether thienslare appropriate for treatment as class
claims.

ITEM 2. Changes in Securities and Use of Procegd

None.

ITEM 3. Defaults Upon Senior Securities
None.

ITEM 4. Submission of Matters to a Vote of Secuty Holders
None.
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ITEM 5.

Other Information

None.

ITEM 6.
a)

b)

Exhibits and Reports on Form 8-K

Exhibits: A list of exhibits required to be filed gart of this report is set forth in the IndeXExhibits, which immediately preced
such exhibits, and is incorporated herein by refese

Current Reports on Forn-K filed or furnished during the quarter coveredthis Form 1+Q are as follows

1. Form 8-K furnished, not filed, on July 31, 2003atting a press release reporting financial refottthe second quarter of
2003.

2. Form 8-K furnished, not filed, on August 6, 2008ahing a press release reporting that the Kangae8ie Court had
issued its opinion in connection with Anth’s proposed affiliation with Blue Cross and Blueedthiof Kansas

3. Form 8-K furnished, not filed, on September 2, 26§3rting meetings at which it was expected thatGompany’s ability
to meet the earnings expectations previously redosould be confirmec

4. Form 8-K furnished, not filed, on September 15,26€porting meetings at which it was expected ti@tCompany’s ability
to meet the earnings expectations previously regostould be confirmec

5. Form 8-K furnished, not filed, on September 29,26&porting meetings at which it was expected thatCompany’s ability
to meet the earnings expectations previously redosould be confirmec
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SIGNATURES

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

A NTHEM, | NC.
Registran

By: /sl MICHAEL L. SMITH

Michael L. Smith

Executive Vice President and

Chief Financial and Accounting Officer
(Principal Financial Officer, Chief Accounting
Officer and Duly Authorized Officer)

Date: November 14, 2003
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Exhibit
Number

2.1
10.1% (i)
31.1
31z
32.1

32.2

*

INDEX TO EXHIBITS

Document

Agreement and Plan of Merger, dated as of Octobe2@03, among Anthem, Inc., Anthem Holding Cord a
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Amended and Restated Board of Directors Deferradggmsation Plan, effective as of January 1, 2

Certification of Chief Executive Officer pursuantRule 15d-14 of the Exchange Act Rules, as adgmiesuant to
Section 302 of the Sarbal-Oxley Act of 2002
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(1) The copy of this exhibit filed as the same exhilimber to the Company’s Current Report on Fork&s filed with the Commission ¢
October 27, 2003 is incorporated herein by refeze
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EXHIBIT 10.15 (i)

ANTHEM
BOARD OF DIRECTORS’
DEFERRED COMPENSATION PLAN
(AS AMENDED AND RESTATED JANUARY 1, 2004)

PREAMBLE

The Anthem Board of Directors’ Deferred Compensaftan (the “Plan”) is an unfunded supplementataetent plan for directors of

Anthem, Inc. (“Anthem”) and such other subsidiaaesl affiliates of Anthem which have adopted thenRInd which are listed on Appendix
A.

ARTICLE |
DEFINITIONS

Section 1.01 Administratofhe term “Administrator” means the Director Beref@ommittee which committee is appointed by the
Chief Executive Officer of Anthem and which commétwhich shall have the authority to manage antraloihe operation of this Plan.

Section 1.02 AnthenThe term “Anthem” means Anthem, Inc., and any sssoethereof.

Section 1.03 Anthem Common Stodke term “Anthem Common Stock” means the commoaokstd Anthem.

Section 1.04 Beneficiary.he term “Beneficiary” means, for a Participant thdividual or individuals designated by that Rgvant in
the last Beneficiary Designation Form executedhat Participant to receive benefits in the everthaf Participant’s death.

Section 1.05 Cash Patrticipation Accourtie term “Cash Participation Account” means thekeeping account maintained by the
Company for each Participant reflecting cash Comsatiton amounts deferred under this Plan (as adjdisien time to time) and cash
dividends on Anthem Common Stock deferred underPéan and credited to the Participant’s PhantamkSParticipation Account, plus
interest accruing at the Interest Rate on such atsou

Section 1.06 Companihe term “Company” means and shall include thetiestlisted on Appendix A.

Section 1.07 Compensatiorhe term “Compensation” means for each Participaany Plan Year the total amount of remuneration
(including retainers, meeting fees and, if appliealmcentive compensation) for director servicegaid to that Participant by the Compan
that Plan Year
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Section 1.08 DirectoiThe term “Director” means each non-employee merob#re Board of Directors of the Company.

Section 1.09 Effective Datd@he term “Effective Date” means January 1, 1999.

Section 1.10 Form&he term “Forms” means the forms used by the ComfanPlan operation and shall include the follogin

(a) Enrollment FormThe term “Enroliment Form” shall be the form on wlinia Participant designates the amount and tyge (i.
cash or Anthem Common Stock) of Compensation tddferred under the Plan.

(b) Beneficiary Designation Forrthe term “Beneficiary Designation Form” means thf on which a Participant designates the
Participant’s Beneficiary.

(c) Distribution Election FormThe term “Distribution Election Form” means therfoon which a Participant designates when and
how the Participant’s Participation Account shaldistributed.

Section 1.11 Interest RafEhe term “Interest Rate” means the annual ratetifrn credited to amounts held in the Participa@tish
Participation Account. The rate shall change eacludry 1. The rate shall be equal to the averagfgeahonthly average rates of the 10-year
United States Treasury Notes for the twelve (12hiim® ending on September 30 immediately precediny $anuary 1 plus one hundred and
fifty (150) basis points; providedhowever, that the Company reserves the right to changengtbod of determining or to increase or
decrease the Interest Rate which is credited articipant’s Cash Participation Account as longhesinterest Rate shall not be decreased for
periods prior to such action.

Section 1.12 Participanthe term “Participant” means any individual whdfifld the eligibility requirements contained in Adafe Il of
this Plan.

Section 1.13 Participation Accoufthe term “Participation Account” means the CasHi€ipation Account and/or the Phantom Stock
Participation Account, as applicable. A ParticipatAccount is a bookkeeping account and is notireduo be funded in any manner.

Section 1.14 Phantom Stockhe term “Phantom Stock” means a unit of measuréeguivalent to one (1) share of Anthem Common
Stock, with none of the attendant rights that ath&m shareholder has with respect to a share dfelmtCommon Stock, including, without
limitation, the right to vote such share and tlghtito receive dividends or other distributionsr&umder.
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EXHIBIT 10.15 (i)

Section 1.15 Phantom Stock Participation Accotihe term “Phantom Stock Participation Account” neetre bookkeeping account
maintained by the Company for each Participaneotifhg Anthem Common Stock Compensation deferreuthis Plan (as adjusted from
time to time) and deemed to be invested in Phar8touk consistent with Article Ill. The Phantom Stdearticipation Accounts are
established solely for accounting purposes and sbatequire a segregation of any Company assets.

Section 1.16 PlaThe term “Plan” means the plan embodied by thigumsent as now in effect or hereafter amended.

Section 1.17 Plan YeaFhe term “Plan Year” means the calendar year.

ARTICLE Il
PARTICIPATION IN THE PLAN

Section 2.01 Eligibility As of the Effective Date, all Directors shall begidle to become Participants in this Plan; prodigbowever,
that former Directors shall be eligible to partaip to the extent they are entitled to consulteesfor continuing director fees.

Section 2.02 Deferral Amounts.

(a) Amount of DeferralThe amount of Compensation to be deferred in a Y&ar shall be designated by each Participantdn th
Enrollment Form executed by that Participant fat tRlan Year prior to the beginning of that Plaraiyand within the time period established
by Administrator.

(b) Special Rules for New DirectorSor the Plan Year during which a person first beesmiligible to become a Participant, the
Participant shall be provided by the Company theoojunity to make a special election for such Pfear with respect to the Compensation
paid in such Plan Year after the date on whichp#trson becomes an eligible Participant.

(c) Timing of DeferralThe following rules govern the timing of the dedrof Compensation under this Plan:
(i) Compensation deferred by a Participant shakfected pro-rata from each payment of Compensatising the Plan

Year.

(i) For purposes of the allocations described iticke 11l, the amount of any Compensation defernedeunder shall be
credited to a Participant’s Cash Participation Aogaand/or Phantom Stock Participation Accounteggiired by Article 1, on the day,
but for the deferral, the deferred Compensationldvbave been paid.
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(d) Date of Payout of a ParticipamtParticipation Accounfthe date on which a Participant’s Participation dwat attributable to
deferrals in a Plan Year is to be distributed &t fharticipant under the provisions of this Plaalldhe designated by that Participant in the
most recent Distribution Election Form executedhmst Participant. The distribution options avaitat®d a Participant shall include:

(@) lump sum, or
(ii) five (5) or ten (10) annual installments

The Participant shall designate in the Distributitlaction Form the year in which distribution istie made or begin. Any lump sum payment
or installment under this Plan for a Plan Year Isbeimade on or about July 1.

(e) Special RuledNotwithstanding anything contained in this Artitleo the contrary, the following special rules Blgmvern
distributions made under this Plan;

(i) A Participant shall be permitted to changedlage on which the Participant’s Participation Aatioshall be distributed by
completing a new Distribution Election Form whishdelivered to the Company at least one (1) caleyetar before the earlier of the
date on which the Participant ceases to be a Directthe date on which distribution of the Papgit's Participation Account would
have been made but for the change in election;igeedy however, that any completed Distribution Election Form athivas not
received prior to the beginning of the one (1) ymeniod described above shall be null and void.

(i) If the aggregate amount in a Participant’stiegration Account on the initial installment daseequal to or less than fifty-
five thousand dollars ($55,000) in value, paymédrhe Participant’s Participation Account shallreguired to be made in a single lump
sum.

(iii) If a Participant fails to complete a Distritbon Election Form, amounts credited to the Pgs#int's Participation Accout
shall automatically be distributed in a single lusym on the July 1 immediately following the datewhich the Participant ceases ta
eligible to participate in this Plan.

(iv) With respect to any amounts credited to aiBigdnt’s Participation Account attributable to erbls made before
January 1, 1999 and except as otherwise provid&dlsection (ii) above, any quarterly or annudhiliment election made by the
Participant prior to January 1, 1999 shall be gigtact.
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ARTICLE Il
PARTICIPATION ACCOUNTS

Section 3.01 Deferral of Compensatiéii.cash Compensation deferred hereunder shallddited to the Participant’s Cash
Participation Account and all Anthem Common Stockrpensation deferred hereunder shall be credit®thamtom Stock to the Participat’
Phantom Stock Participation Account.

Section 3.02 Cash Patrticipation Accoutihy monies credited to a Participant’s Cash Parditon Account shall be credited with
interest at the Interest Rate, earned daily, pasteathly and compounded annually, on the amourtsihesuch Cash Participation Account.
At the end of the deferral period elected by thei€ipant, the Company, consistent with Sectior22ghall pay the Participant in cash the
value of the Participant's Cash Participation Aatou

Section 3.03 Phantom Stock Participation AccoAntamount of Phantom Stock equal to the numbehafes of Anthem Common
Stock Compensation deferred hereunder shall bétedei a Participant’s Phantom Stock Participatiaaount. If at any time there is
Phantom Stock credited to a Participant’'s PhanttookSParticipation Account and there is a cashdgintd on Anthem Common Stock, then
an amount equal to the cash dividend shall be gaithe Phantom Stock held in the Participant’s RimarStock Participation Account as if a
share of Phantom Stock was a share of Anthem Con8tamk, by crediting such amount to the Particifza@fish Participation Account. The
number of shares of Phantom Stock allocated t®@#récipant’'s Phantom Stock Participation Accouratlsbe adjusted by the Administrator,
as it deems appropriate in its discretion, in thené of any subdivision or combination of share#nthem Common Stock or any stock
dividend, stock split, reorganization, recapitdiiza, or consolidation or merger with Anthem, as #urviving corporation, or if additional
shares or new or different shares or other seesritf Anthem or any other issuer are distributeti waspect to shares of Anthem Common
Stock through a spioff or other extraordinary distribution, as if suehantom Stock were shares of Anthem Common Stddke end of th
deferral period elected by the Participant, the Gany, consistent with Section 2.02, shall pay thi€ipant in shares of Anthem Common
Stock the number of shares of Phantom Stock citlit¢he Participant’s Phantom Stock Participafi@eount.
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ARTICLE IV
DEATH BENEFITS

If a Participant dies prior to the commencemerthefParticipant’s benefits under Article 11, ther@éiciary of that Participant, as
determined pursuant to the last Beneficiary Degignd=orm executed by that Participant, shall ree¢he balance contained in his
Participation Account in cash and/or in Anthem Caonn$tock, as applicable, in a single payment oty 1 immediately following the
Participant’s death. If a Participant dies after tommencement of the Participant’s benefits uAdicle I, payment of any remaining
installments due shall be made to the Participdgiseficiary at the same times that the installs&mduld have been paid to the Participant.

ARTICLE V
ADMINISTRATION

Section 5.01 Delegation of Responsibilithe Company may delegate duties involved in theimaidtmation of this Plan to such person
or persons whose services are deemed by it todessary or convenient.

Section 5.02 Payment of Benefif$ie amounts allocated to a Participant’s Parti@gdpaficcount and payable as benefits under this Plan
shall be paid solely from the general assets oCiiapany. The Plan is unfunded. Any CompensatidthipaAnthem Common Stock
deferred under this Plan and converted into Phai@twok shall, on the date on which such deferrethém Common Stock is to be
distributed pursuant to this Plan, converted bati& Anthem Common Stock and be paid in Anthem Com®imck pursuant to the plan,
agreement or arrangement under which such Compenseds paidprovided, however, fractional shares shall not be issued to a Rjpatit
but the value of such fractional shares shall be ipacash. If at any time the Administrator stagtermine that payment of shares of Anthem
Common Stock to a Participant or the ownershipubssquent disposition of such shares of Anthem Cam&tock by such Participant may
violate or conflict with any applicable law, rule ®gulation, the Administrator may, in its disdoet pay all or a portion of the Participant’s
Phantom Stock Participation Account in cash, dereethwith reference to the average of the highlandtrading price for shares of Anthem
Common Stock as close as reasonably practicalde torthe payment date. The payment of benefigalilbn shall be allocated among the
Companies based on the portion of the Compensafiich would have been paid by the applicable Compan for the deferral. No
Participant shall have any interest in any speeifisets of the Company under the terms of this. Flais Plan shall not be considered to cr
an escrow account, trust fund or other fundingrageanent of any kind or a fiduciary relationshipvibe¢n any Participant and the Company.
The Companies’ obligations under this Plan arelguentractual and shall not be funded or secuneahy way.
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Section 5.03 AdministratiofExcept as otherwise provided in the Plan, the Bltell be administered by the Administrator, whibhals
have the final authority to adopt rules and regoitest for carrying out the Plan, and to interprefstrue, and implement the provisions of the
Plan.

Section 5.04 LiabilityAny decision made or action taken by the Board iné®ors, the Administrator, or any employee of @@mpany
or any of its subsidiaries, arising out of or imnection with the construction, administrationgiptretation, or effect of the Plan, shall be
absolutely discretionary, and shall be conclusivé Binding on all parties. Neither the Administrator a member of the Board of Directors
and no employee of the Company or any of its sudrs@b shall be liable for any act or action hegrmwhether of omission or commission,
by any other member or employee or by any agewhtmm duties in connection with the administratiéth@ Plan have been delegated or,
except in circumstances involving bad faith, foythimg done or omitted to be done.

ARTICLE VI
AMENDMENT OR TERMINATION OF PLAN

Section 6.01 Terminatiothe Company may at any time terminate this PlanofAke date on which this Plan is terminated, no
additional amounts shall be deferred from any Bigdint's Compensation. The Company shall pay th sach Participant the balance
contained in the Participant’s Participation Accbansuch time designated by that Participant @Rbrms executed by that Participant;
provided, however, that the Administrator, in its sole and compldiseretion, may direct the Company to pay out ®PRarticipants their
Participation Accounts in a single payment of casti/or Anthem Common Stock, as applicable, as as@racticable after the Plan
termination.

Section 6.02 Amendmenthe Company may amend the provisions of this Piamy time; provided however, that no amendment
shall adversely affect the rights of Participantsheir Beneficiaries with respect to the balano@stained in their Participation Accounts
immediately prior to the amendment.

ARTICLE VII
MISCELLANEOUS

Section 7.01 Successomhis Plan shall be binding upon the successorseoCompany.

Section 7.02 Choice of Lawhis Plan shall be construed and interpreted patdoaand in accordance with, the laws of theeStdit
Indiana.
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Section 7.03 No Service Contrathis Plan shall not be construed as affecting inraanner the rights or obligations of the Compan
of any Participant to continue or to terminate clioe status at any time.

Section 7.04 Noslienation.No Participant or such Participant’s Beneficiarglhave any right to anticipate, pledge, alienassign,
sell or otherwise transfer (except by will or apphble laws of descent and distribution) any of deahticipants rights under this Plan, and ¢
effort to do so shall be null and void. The bergfiayable under this Plan shall be exempt frontldiens of creditors or other claimants and
from all orders, decrees, levies and executionsaaycbther legal process to the fullest extentihay be permitted by law.

Section 7.05 Disclaimef.he Company makes no representations or assurandesssumes no responsibility as to the performbayce
any parties, solvency, compliance with state adera securities regulation or state and fedexattamsequences of this Plan or participation
therein. It shall be the responsibility of the resjve Participants to determine such issues oo#mgr pertinent issues to their own
satisfaction.

Section 7.06 Designation of Beneficiari&ach Participant shall designate in such Partitip@eneficiary Designation Form such
Participant’s Beneficiary and such Participant’astaagent Beneficiary to whom death benefits dueeheder at the date of such Participant’s
death shall be paid; providethowever, that the Beneficiary and contingent Beneficiaggignated by a Participant in the last Beneficiary
Designation Form executed by that Participant shglersede all other Beneficiary or contingent Beray designations made by that
Participant in any earlier Beneficiary Designatiearm executed by that Participant. If any Partiotfails to designate a Beneficiary or if the
designated Beneficiary predeceases any Particidaath benefits due hereunder at that Participdetsh shall be paid to the deceased
Participant’s contingent Beneficiary or, if none the deceased Participant’s surviving spouseif and if none to the deceased Participant’s
estate.

Section 7.07 Ownership of Shar@sParticipant shall have no rights as a sharehafiénthem Common Stock with respect to any
shares of Anthem Common Stock until the sharesntfidm Common Stock are issued or transferred t@#ntcipant on the books of
Anthem.
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This Plan has been executed on this 2ty of August, 2003. This Plan was effective oruday 1, 1999. This Plan, as amended and
restated herein, shall be effective as of Janua®pQ@4. Nothing herein shall invalidate or adversdfect any previous election, designation,
deferral, or accrual in accordance with the terfrthis Plan that were in effect prior to the effeetdate of this amended and restated Plan.

ANTHEM, INC.

By: /s/ Larry C. Glasscock

Its: Chairman, President and Chief Executive Officer




EXHIBIT 10.15 (i)
APPENDIX A

ANTHEM
BOARD OF DIRECTORS’
DEFERRED COMPENSATION PLAN
LIST OF PARTICIPATING COMPANIES

1. Anthem, Inc.

Exhibit 31.1

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

I, Larry C. Glasscock, certify that:
1. I have reviewed this report on Form 10-Q of Aamit) Inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

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

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)}Heregistrant and have:

a) designed such disclosure controls and procedoreaused such disclosure controls and procedaotas designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) evaluated the effectiveness of the registratisslosure controls and procedures and presentéisineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; an

c) disclosed in this report any change in the tegig's internal control over financial reportirftat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrang other certifying officer and | have disclosedsdhon our most recent evaluation of internal @miver financial reporting
to the registrant’s auditors and the audit commititregistrant’s board of directors (or personggeming the equivalent function):

a) all significant deficiencies and material weas®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

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: November 14, 2003 /sl L ARRY C. GLASSCOCK

Chief Executive Office
Exhibit 31.2

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

[, Michael L. Smith, certify that:

1. I have reviewed this report on Form 10-Q of Aemit) Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

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

4. The registrant’s other certifying officer andre responsible for establishing and maintainirsgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)}Heregistrant and have:

a) designed such disclosure controls and procedoreaused such disclosure controls and procedaotas designed under our



supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) evaluated the effectiveness of the registratisslosure controls and procedures and presentisisineport our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

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

5. The registrang other certifying officer and | have disclosedsdrhon our most recent evaluation of internal @mtver financial reporting
to the registrant’s auditors and the audit commititregistrant’s board of directors (or person$queing the equivalent function):

a) all significant deficiencies and material weases in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

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: November 14, 2003 /s MICHAEL L. SMITH

Chief Financial and Accounting Offic
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 Anthdngt. (the “Company”) on Form 10-Q for the periodlerg September 30, 2003 as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), I, Larry C. GlasscoCkijef Executive Officer of the
Company, certify, pursuant to 18 U.S.C. § 135Gdpted pursuant to § 906 of the Sarbanes-Oxley®2002, that:

(1) The Report fully complies with the requirementseéttion 13(a) or 15(d) of the Securities Exchangeof 1934; anc
(2) The information contained in the Report faphesents, in all material respects, the finan@alition and results of operations of
the Company

/ s/ L ARRY C. GLASSCOCK

Larry C. Glasscoc
Chief Executive Office
November 14, 200
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 Anthdng. (the “Company”) on Form 10-Q for the periodlerg September 30, 2003 as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), I, Michael L. Smith,i€hFinancial and Accounting Officer
of the Company, certify, pursuant to 18 U.S.C. §0,3s adopted pursuant to § 906 of the Sarbanksr@kt 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 faphesents, in all material respects, the finan@abition and results of operations of
the Company

/ s/ M ICHAEL L. SMITH

Michael L. Smith
Chief Financial and Accounting Offic
November 14, 200

End of Filing
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