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This Annual Report on Form 10-K, including the Mgament’s Discussion and Analysis of Financial Cbadiand Results of
Operations, contains forward-looking statementthiwithe meaning of the Private Securities LitigatReform Act of 1995, that reflect our
views about future events and financial performaki¢een used in this report, the words “may,” “Wilishould,” “anticipate,” “estimate,”
“expect,” “plan,” “believe,” “predict,” “potential, “intend” and similar expressions are intendeddientify forward-looking statements.
Forward-looking statements are subject to knownuarahown risks and uncertainties that could caeseshresults to differ materially from
those projected. You are cautioned not to placei@mdliance on these forwalabking statements that speak only as of the datedi. You ar
also urged to carefully review and consider theéower disclosures made by us which attempt to adriseested parties of the factors which
affect our business, including Exhibit 99 “Risk Eas” filed as an exhibit hereto and incorporated ithis Form 10-K by reference and our
reports filed with the Securities and Exchange Cdssion from time to time.

References in this Annual Report on Form 10-K éotéim “WellPoint” or the “Company” refer to WellRot, Inc. and its direct and
indirect subsidiaries, as the context requireseiafhe merger of Anthem, Inc. and WellPoint He&lgtworks Inc. on November 30, 2004.
References to the ter"WellPoint Health” or “WHN” refer to WellPoint Heath Networks Inc. prior to the merger. Referencethé&terms

we,” “our,” or “us,” refer to WellPoint.



PART |
ITEM 1. BUSINESS.
General

We are the largest publicly traded commercial Ineladinefits company in terms of membership in th#ddrStates, serving more than 27
million medical members as of December 31, 2004.a¥¢ean independent licensee of the Blue Cross 8hield Association, or BCBSA, an
association of independent health benefit pland,samve our members as the Blue Cross licenseediifornia and as the Blue Cross and Blue
Shield, or BCBS, licensee for twelve other statsprado, Connecticut, Georgia, Indiana, Kentudkgjne, Missouri (excluding 30 counties
in the Kansas City area), Nevada, New Hampshiré ,Qkirginia (excluding the Northern Virginia sullagr of Washington, D.C.), and
Wisconsin. We also serve customers throughout uanparts of the United States as HealthLink andCdre. We are licensed to conduct
insurance operations in all 50 states and Puero Rrough our subsidiaries.

On November 30, 2004, Anthem, Inc. (“Anthem”) an@lWoint Health Networks Inc. (“WHN") completed thenerger. WHN merged
with and into Anthem Holding Corp., a direct andoMrowned subsidiary of Anthem, with Anthem Holdi€orp. as the surviving entity in
the merger. In connection with the merger, Antheneaded its articles of incorporation to changaéme to WellPoint, Inc. (“WellPoint”).

We offer a broad spectrum of netwdsksed managed care plans to the large and smdbwenpindividual, Medicaid and senior mark:
Our managed care plans include preferred providgarozations, or PPOs, health maintenance orgamiiegtor HMOs, point-of-service plans,
or POS plans, traditional indemnity plans and othdarid plans, including consumer directed, hospitdy and limited benefit products. In
addition, we provide a broad array of managed sareices to self-funded customers, including clgimsessing, underwriting, stop loss
insurance, actuarial services, provider networleascmedical cost management and other adminigtrsgrvices. We also provide an array of
specialty and other products and services inclughmymacy benefit management, group life and disabisurance, dental, vision, behavioral
health benefits, workers compensation and long-teara insurance. For our insured products, we ehaggremium and assume all or a
majority of the health care risk. Under self-fundedl partially insured products, we charge a feasdovices, and the employer or plan sponsor
reimburses us for all or a majority of the healtineccosts. Approximately 92% of our 2004 operatégnue was derived from premium
income, while approximately 8% was derived from audstrative services and other revenues.

Our customer base primarily includes large grouijtk 81 or more employees (47.1% of our medical menslat December 31, 2004),
and individuals under age 65 and small groups eftorb0 employees (18.8% of our medical membeo Becember 31, 2004). Other major
customer categories include National Accounts, Barel Host, Senior (over age 65 individuals and Madi Supplement or Medicare
Advantage policies) and State Sponsored Prograrmsgply Medicaid and State Children’s Health Insoce Plans). We market our products
through an extensive network of independent agamdsbrokers (primarily for Individual, Small Groapd Senior customers) and through our
in-house sales force that are compensated on a issiombasis for new sales and retention of exjgdbimsiness (primarily for Large Group
customers).

The aging of the population and other demographé&acteristics and advances in medical technologtirtue to contribute to rising
health care costs. Our managed care plans andqisoaie designed to encourage providers and merttbpesticipate in quality, cosffective
health benefit plans by using the full range of inmovative medical management services, qualitiatives and financial incentives. Our
leading market shares enable us to realize thetlermg benefits of investing in preventive and eakdyection programs. Our ability to provide
cost-effective health benefits products and sesvis&nhanced through a disciplined approach &uriat cost containment, prudent
management of our risk exposure and successfigration of acquired businesses.
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Our results of operations depend in large partcmuately predicting health care costs and on bilityato manage future health care
costs through underwriting criteria, medical mamaget, product design and negotiation of favorabtvider contracts.

We believe health care is local, and feel that exetthe strong local presence required to undetstad meet local customer needs. We
believe we are well-positioned to deliver what oustrs want: innovative, choice-based productsindite service; simplified administrative
transactions; and better access to informatiomiadity care and decision-making.

We believe our local presence and national exgectisate opportunities for collaborative prograhad teward physicians and hospitals
for clinical quality and excellence. We feel thar gommitment to health improvement and care manageé provides added value to custor
and health care professionals.

Like many of our competitors, our vision for théute includes becoming a premier e-business orgtaiz by automating interactions
with customers, brokers, agents, employees and sthkeholders through wednabling technology and redesigning internal opamat We ar
developing our e-business strategy with the goaleabming widely regarded as an e-business leadbeihealth benefits industry. The
strategy includes not only sales and distributibhealth benefits products on the Internet, bub algplementation of advanced self-service
capabilities benefiting customers, agents, brokggners and our associates.

We intend to continue to expand through a combameadif organic growth and strategic acquisitionbath existing and new markets. C
growth strategy is designed to enable us to takargdge of the additional economies of scale pexvioy increased overall membership. In
addition, we believe geographic diversity reducgsexposure to local or regional regulatory and petitive pressures and provides us with
increased opportunities for expansion. While thgonitst of our growth has been the result of strategergers and acquisitions, we have also
achieved organic growth in our existing marketphgviding excellent service, offering competitivglgiced products and effectively capturing
the brand strength of the Blue Cross and Blue 8mames and marks.

WellPoint is an accelerated filer (as defined ineRL2b-2 of the Securities Exchange Act of 1934raended) and is required, pursuant
to Item 101 of Regulation S-K, to provide certaiformation regarding its website and the availapiif certain documents filed with or
furnished to the Securities and Exchange CommissioS8EC. Our website is www.wellpoint.carilVe make available free of charge on or
through our Internet website our annual report om10-K, quarterly reports on Form 10-Q, curraparts on Form 8-K, and amendments to
those reports filed or furnished pursuant to Sectig(a) or 15(d) of the Securities Exchange Act@84 as soon as reasonably practicable after
we electronically file such material with or furhig to the SEC.

Recent Transactions

As discussed above, Anthem and WHN completed theinger on November 30, 2004. Prior to the mergath Bnthem and WHN had
individually expanded through organic growth anduasitions. Listed below are the most recent magmsactions that were completed by the
pre-merger companies.

. On September 24, 2003, WHN completed its acquisitioCobalt Corporation, the parent company of Blwess Blue Shield ¢
Wisconsin.

. On July 31, 2002, Anthem completed its purchasErigfon Healthcare, Inc (“Trigon”). Trigon was théu® Cross and Blue Shield
licensee in Virginia, excluding the Northern Virgirsuburbs of Washington, D.

. On January 31, 2002, WHN completed its acquisitibRight CHOICE Managed Care, Inc., the parent camgp Blue Cross an
Blue Shield of Missouri (excluding 30 counties lre tkansas City aree
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Industry Overview

The health benefits industry has experienced sa@amf change in the last decade. The increasingsfoa health care costs by employers,
the government and consumers has led to the grofaghernatives to traditional indemnity healthirence. HMO, PPO and hybrid plans, such
as POS plans, incorporating features of each,rammg the various forms of managed care productdthge developed over a number of
years. Through these types of products, we attéongintain the cost of health care by negotiatimgtiacts with hospitals, physicians and o
providers to deliver health care at favorable rafé®se products usually feature medical managearghbther quality and cost optimization
measures such as pre-admission review and apdmvabn-emergency hospital services, pre-authddmaif outpatient surgical procedures,
and network credentialing to determine that netwdwktors and hospitals have the required certioatand expertise. In addition, providers
may share medical cost risk or have other incegtialeliver quality medical services in a costefive manner. HMO, PPO and POS
members generally are charged periodic, pre-pa&thjpms, and pay co-payments or deductibles whenréeeive services. PPO and POS
plans provide benefits for out-of-network usagejdglly at higher out-of-pocket costs to membemsi®members generally select one of the
network’s primary care physicians, who then asstesponsibility for coordinating their health caes\dces. Typically, there is no out-of-
network benefit for HMO members except in emergesndPPOs and other open access plans generalig@mwerage when members select
non-network providers without coordination througprimary care physician, but at a higher out-ofkst cost. Hybrid plans, such as POS
plans, typically involve the selection of primamgre physicians similar to HMOs, but allow membersélf refer or to choose non-network
providers at higher out-of-pocket costs similathtose of PPOs.

Recently, economic factors and greater consumeremgas have resulted in the increasing populafipraducts that offer larger, more
extensive networks, more member choice relatedterage and the ability to self refer within thosdworks. There is also a growing
preference for greater flexibility for customersagsume larger deductibles and co-payments in egehiar lower premiums. We believe we
are well positioned in each of our regions to resptm these market preferences. Our PPO produbishwontain most or all of the features
noted above, have experienced significant grow#r tive past few years.

The BCBSA has also undergone significant changedant years. Historically, most states had at letas Blue Cross (hospital covera
and a separate Blue Shield (physician coveragepaasn Prior to the mid 1980s there were more tizskeparate Blue Cross or Blue Shield
companies. Many of these organizations have mergedgcing the number of independent licensees ts4ff December 31, 2004.

Each of the BCBS companies works cooperativelynni@ber of ways that create significant market athges, especially when
competing for very large multi-state employer greufss a result of this cooperation, each BCBS campsable to take advantage of other
BCBS licensees’ substantial provider networks asdaiints when any member from one state worksawets outside of the state in which the
policy is written. This program is referred to dsi@Card®, and is a source of revenue for providing memberises in our states for
individuals who are customers of other BCBS plans.

Competition

The managed care industry is highly competitivehationally and in our regional markets. Compatitontinues to be intense due to
more aggressive marketing, a proliferation of neadpcts and increased quality awareness and pgitgtsvity among customers. Significant
consolidation within the industry has also addeddmpetition. In addition, with the enactment af Bramm-Leach-Bliley Act, banks and
other financial institutions have the ability tdikte with insurance companies, which may leadéw competitors in the insurance and health
benefits fields.



Industry participants compete for customers maimthe following factors:

. price;

. quality of service;

. access to provider network

. flexibility of benefit designs;

. reputation (including NCQA accreditation statt

. brand recognition; and

. financial stability.

Over the last few years, a health plan’s abilityinteract with employers, members and other thadips (including health care

professionals) via the Internet has become a rmopeitant competitive factor. During the last sel/gears, we have made significant
technology investments to enhance our electrotéaction with third parties.

We believe our exclusive right to market producatder the BCBS brand in many of our markets provigewith an advantage over our
competition. In addition, our provider networksoar regions enable us to achieve cost-efficienaresservice levels that allow us to offer a
broad range of health benefits to our customers wore cost-effective basis than many of our coitgrst We strive to distinguish our
products through provider access, excellent serpicauct value and brand recognition.

To build our provider networks, we also competéhwaither health benefits plans for contracts witkgiials, physicians and other
providers. We believe that physicians and othevigers primarily consider member volume, reimbureatirates, timeliness of reimbursem
and administrative service capabilities along wfith reduction of non-value added administrativkdaghen deciding whether to contract with
a health benefits plan. At the sales and distriukevel, we compete for qualified agents and broke distribute our products. Strong
competition exists among insurance companies aalihhieenefits plans for agents and brokers withalestrated ability to secure new busir
and maintain existing accounts. The basis of comipefor the services of such agents and brokess a

. commission structure

. support services;

. reputation and prior relationships; and
. quality of the products

We believe that we have good relationships withagents and brokers, and that our products, supporices and commission structure
compare favorably to our competitors in all of ocegions.

Operating Segments

Following the merger with WHN on November 30, 2004t organizational structure changed. As a raxthis change, we established
three reportable segments: Health Care, SpeciattyCiher.

Health Care

Our Health Care segment is an aggregation of varomerating segments, principally differentiatecybegpgraphic areas within which we
offer similar health benefit products and serviddsese geographic areas include California, Colmr@&bnnecticut, Georgia, Indiana,
Kentucky, Maine, Missouri (excluding 30 countieghie Kansas City area), Nevada, New Hampshire, Ghiginia (excluding the Northern
Virginia suburbs of Washington, D.C.), and Wisconsn addition, UniCare and HealthLink provide sees in various other areas of the
United States.



Specialty

Our Specialty segment is comprised of businessesding pharmacy benefit management, group life @isdbility insurance benefits,
dental, workers’ compensation and long-term casariance. We also provide benefits for vision arntthlveral health services.

Other

Our Other segment is comprised of our Medicaregssing business, including AdminaStar Federal amted Government Services;
Arcus Enterprises; intersegment revenue and expaimsimations; and corporate expenses not allocatedir Health Care or Specialty
segments.

For additional information regarding the operatiagults of our segments, see the Management’s igmuand Analysis of Financial
Condition and Results of Operations and Note 28utcaudited consolidated financial statementstenyear ended December 31, 2004
included in this Form 10-K.

Products and Services
Health Care
A general description of our health benefit produantd services is provided below:

Preferred Provider Organization. PPO products offer the member an option toecseley health care provider, with benefits reimledrs
by us at a higher level when care is received faoparticipating network provider. Coverage is sabje co-payments or deductibles and
coinsurance, with member cost sharing usually &ohity out-of-pocket maximums.

Traditional Indemnity. Indemnity products offer the member an optmselect any health care provider for covered sesviCoverage
is subject to deductibles and coinsurance, with bmoost sharing usually limited by out-of-pocketxdimums.

Health Maintenance Organization. HMO products include comprehensive managed lwanefits, generally through a participating
network of physicians, hospitals and other provddérmember in one of our HMOs must typically sekeprimary care physician, or PCP,
from our network. PCPs generally are family prémtiers, internists or pediatricians who provideassary preventive and primary medical
care, and are generally responsible for coordigaither necessary health care services. Preverdigeservices are emphasized in these plans.
We offer HMO plans with varying levels of co-payns&rwhich result in different levels of premiumesit

Point-of-Service. POS products blend the characteristics of HM@iademnity plans. Members can have comprehemti®-style
benefits through participating network providershaminimum out-of-pocket expense (payments) and also can go directly, without a raf
to any provider they choose, subject to, amongrdtiiegs, certain deductibles and coinsurance. Me&rbst sharing is limited by out-of-
pocket maximums.

Management Services. In addition to fully insured products, we prd@iadministrative services to large group emplotfgas maintain
self-funded health plans. These administrativeisesvinclude underwriting, actuarial services, mablimanagement, claims processing and
administrative services for self-funded employ&maif-funded health plans are also able to use mwiger networks and to realize savings
through our negotiated provider arrangements, wdliaving employers the ability to design certa@atih benefit plans in accordance with
their own requirements and objectives. We alsoengtibp loss insurance for self-funded plans.
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Senior Plans. We offer numerous Medicare supplemental platich typically pay the difference between heakliheccosts incurred |
a beneficiary and amounts paid by Medicare. We affss a managed care alternative to the Medicesgram in certain geographic areas. We
also offer Medicare Advantage plans and Medicapr@ped drug discount cards in certain geograplgores. Our Medicare Advantage plans
provide Medicare beneficiaries with a managed eétegnative to traditional Medicare. Our Medicappeved drug discount cards affords
Medicare beneficiaries, without prescription drioyerage, access to our drug discounts.

BlueCard Plan. BlueCard host members are generally membersreside in or travel to a state in which a WellRasumbsidiary is the
Blue Cross and/or Blue Shield licensee and wha@avered under an employer sponsored health plaicedrby a non-WellPoint controlled
BCBS licensee, who is the “home” plan. We perfoertain administrative functions for BlueCard hostmiers, for which we receive
administrative fees from the BlueCard members’ hptaas. Other administrative functions, includingintenance of enroliment information
and customer service, are performed by the home pla

Medicaid Plans and Other State-Sponsored Programin California, a subsidiary holds contractshithe state to provide managed care
programs to MediCal, California’s Medicaid programa large part of the state. We have also obtaledicaid contracts to serve members in
several other states (and the Commonwealth of ®&écb) in which we conduct business.

Specialty

Pharmacy Products. We offer pharmacy services and pharmacy bemefitagement services to our members. Our pharneacicss
incorporate features such as drug formularies (&vler develop lists of preferred, cost effectivegdiya pharmacy network and maintenance
of a prescription drug database and mail orderlififi@s. Pharmacy benefit management servicesigealvby us include management of drug
utilization through outpatient prescription drugrfaularies, retrospective review and drug educdiomphysicians, pharmacists and members.
Two of our subsidiaries are also licensed pharnseaiel make prescription dispensing services avaitabough mail order for pharmacy
benefit management clients.

Life Insurance. We offer an array of competitive group lifeunance benefit products to both large and smallgustomers in
conjunction with our health plans. The life produiciclude term life, accidental death and dismemiget.

Disability. We offer short-term and long-term disabilitpgrams, usually in conjunction with our health glan

Behavioral Health. We offer specialized behavioral health plang la@nefit management. These plans cover mentahhead
substance abuse treatment services on both aneinpahd an outpatient basis. We have implementgdayee assistance and behavioral
managed care programs for a wide variety of busgsthroughout the United States. These prograensfi@red through our subsidiaries and
through third party behavioral health networks.

Dental. Our dental plans include networks in certaitest in which we operate. Many of the dental bémafie provided to customers
enrolled in our health plans and are offered ot laotinsured and self-funded basis.

Vision Services. These services are primarily for our custoneenm®lled in our health plans.

Long-Term Care Insurance. We offer long-term care insurance productsuo@alifornia members through a subsidiary. Theylterm
care products include tax-qualified and non-taxifjgd versions of a skilled nursing home care pdaadl comprehensive policies covering
skilled, intermediate and custodial long-term camd home health services.

Workers Compensation Plan. We offer workers compensation products to eygds principally in the states of Wisconsin, lliso
Indiana and lowa.



Other

Medicare Fiscal Intermediary Operations. Through our AdminaStar Federal and United Gonemt Services subsidiaries, we serve as
fiscal intermediaries for the Medicare program, ebhgenerally provides coverage for persons wh&arer older and for persons who are
disabled or with end-stage renal disease. ParttAeoMedicare program provides coverage for sesvicevided by hospitals, skilled nursing
facilities and other health care facilities. PawfBhe Medicare program provides coverage forisesvprovided by physicians, physical and
occupational therapists and other professionaligers. United Government Services serves as tgedaPart A fiscal intermediary in the
United States. As a fiscal intermediary, we recedimbursement for certain costs and expenditures.

Customer Segmentation

Our products are generally developed and marketttdan emphasis on the differing needs of variaxsa@mer groups. In particular, our
product development and marketing efforts take auoount the differing characteristics betweenvéimious customer groups served by us,
including individuals and small employers, largepdogers, seniors and Medicaid recipients, as wetha unique needs of educational and
public entities, federal employee health and beipefigrams, national employers and state-run progrservicing low-income, high-risk and
under-served markets. Individual business unitgesponsible for product design, pricing, enrollingderwriting and servicing customers in
specific customer groups. We believe that one @kitys to our success has been the focus on dististomer groups defined generally by
employer size and geographic region, which bettabkes us to develop benefit plans and servicesrtbat the unique needs of the distinct
markets.

In each geographic region, we balance the needsimmize products with the efficiencies of prodsteindardization. Overall, we seek to
establish pricing and product designs to achievapgmopriate level of profitability for each of ocustomer categories. As of December 31,
2004, our customer types include the following gatees:

. Large groups include employers with 51 to 4,999 leyges eligible to participate as a member in dnauo health plans as well .
public entities that serve educational and puldictar clients. These groups are generally soldutifrdorokers or consultants
working with industry specialists from our in-housales force. Large group cases may be experiateg or sold on a self-insured
basis. The customer’s buying decision is typichlged upon the size and breadth of our networlssoer service, the quality of
our medical management services, the administratigeincluded in our quoted price, our financtabdity, and our ability to
effectively service large complex accounts. Largrip also includes members in the Federal Empl&yegram. As a BCBSA
licensee, we participate in a nationwide contraith whe Federal government whereby we cover Fedenployees and their
dependents in our multi-state service area. Undenaplex formula, we are reimbursed for our cosis p fee. We also participate
in the overall financial risk for medical claims arpooled basis with the other participating BCB®&panies. Large groups
accounted for 47.1% of our members at Decembe2@14.

. Individual (under 65) and small groups are defineanembers who purchase health insurance senddadigiduals or through
employers with one to 50 eligible employees. Whilividual policies are generally sold through ipdadent agents and brokers or
our in-house sales force, small groups are soldstiexclusively through independent agents anddssolSmall group cases are
sold on a fully-insured basis. Underwriting anctjpmg is typically done on a community rated bagee “Regulation—Small
Group Reform” below.) Conversely, individual bussees usually medically underwritten at the poifindial issuance. Individual
and small group customers are generally more $emsit product pricing and, to a lesser extent,cifiguration of the network,
and the efficiency of administration. Account tweois generally higher with individual and smalbgps as compared to large
groups. In several of our markets, there is mush mpetition for individual business than groaptracts. Individuals and small
groups accounted for 18.8% of our members at DeeeBib, 2004
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. National Accounts are defined as m-state employer groups headquartered in a WellRairice area with 5,000 or more eligible
employees, including 5% or more located in a seraiea outside of the headquarters state. Nathkowaunts are generally sold
through independent brokers or consultants retdiyetie customer working with our in-house salesdoWe have a significant
advantage when competing for very large NationalcAimts due to our ability to access the nationaviper networks of BCBS
companies and take advantage of their provideodisis in their local markets. National Accountsresented 11.6% of our
members at December 31, 20

. BlueCard host customers are defined as enrolleethef BCBS plans, or the “home” plans, who recéigalth care services in our
BCBS licensed markets. BlueCard host membershipueated for 12.5% of our members at December 3142

. Senior customers are defined as members age 6&vandvith Medicare Supplement or Medicare Advantpgiecies. Medicart
Supplement policies are sold to Medicare recipiastsupplements to the benefits they receive frarMedicare program. Rates
are filed with and in some cases approved by gtateance departments. The Medicare Advantage anods the managed care
alternative to the federally funded Medicare progr&lost of the premium is paid directly by the Fedlgovernment on behalf of
the participant who may also be charged a smathjpn®. Medicare Supplement and Medicare Advantagduymts are marketed in
the same manner. Senior business accounted for &84 members at December 31, 2C

. State sponsored program membership are defindijdgdeemembers with state sponsored managed demenatives for the
Medicaid and State Children’s Health Insurance o that we manage. In 2000, WHN entered intaord yenture with Medical
Card Systems, Inc., a Puerto Rico-based groupthaatt life insurer, to pursue contracts under thaltd Reform Program in
Puerto Rico. As of December 31, 2004, the commbB0% share of this joint venture served approxtygat52,000 members. To
state sponsored program business accounted for &. 24 members at December 31, 2C

In addition to reporting our medical membershipchgtomer type, we report by funding arrangementraiag to the level of risk that v
assume in the product contract. Our two principatling arrangement categories are fully-insuredsatidfunded. Fully-insured products are
products in which we indemnify our policyholdersaatst costs for health benefits. Self-funded preslace offered to customers, generally
larger employers, who elect to retain some orfahe financial risk associated with their employdeealth care costs. Some employers choose
to purchase stop-loss coverage to limit their retdirisk. These employers are reported with odiffsetied business.
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The following tables set forth our health benefitsmbership by customer type and funding arrangerbettt on a reported basis and a
comparable basis assuming the merger of AnthenWaal had occurred as of December 31, 2003:

Reported Basis

December 31

2004 2003

(In Thousands)
Customer Type

Large Groug 13,07 4,70¢
Individual and Small Group (ISC 5,19¢ 1,95¢
National Account: 3,21¢ 1,64(
BlueCard 3,46: 2,81¢
Total National 6,67 4,45¢
Senior 1,05¢ 59¢
State Sponsore 1,722 21C
Total 27,72¢ 11,92%

Funding Arrangement

Selffunded 13,03¢ 6,41:
Fully-insured 14,68¢ 5,51¢
Total 27,72¢ 11,927

Comparable Basis!

December 31

2004 2003

(In Thousands)
Customer Type

Large Groug 13,07: 12,74(
Individual and Small Group (ISC 5,19¢ 4,86
National Account: 3,21¢ 2,66¢
BlueCard 3,46: 2,931
Total National 6,67¢ 5,59¢
Senior 1,05¢ 1,06:
State Sponsore 1,722 1,781
Total 27,72¢ 26,05(

Funding Arrangement

Self-funded 13,03¢ 11,75(
Fully-insured 14,68¢ 14,30(
Total 27,72¢ 26,05(

1 Comparable basis was calculated by adding histstaéistics for the former WHN to historical stdits for the forme

Anthem and adjusting the combined totals to asawensistent approach for calculating membershiptamrliminate
overlapping BlueCard host memberst

For additional information regarding the changeniembership between years, see the Management'ad3iso and Analysis of
Financial Condition and Results of Operations ideldiin this Form 10-K.
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Networks and Provider Relations

Our relationships with physicians, hospitals amfgssionals that provide health care services tormmbers are guided by regional and
national standards for network development, reiraiment and contract methodologies.

It is generally our philosophy not to delegate fidkancial responsibility to our physician providen the form of capitation-based
reimbursement. In certain markets we believe cipitacan be a useful method to lower costs andaedunderwriting risk and we have some
capitation contracts.

We attempt to provide market-based hospital reisdament along industry standards. We also seekstarephysicians in our network
are paid in a timely manner at appropriate rates.udé multi-year contracting strategies, includiage or fixed rates, to limit our exposure to
medical cost inflation and increase cost predititgbin all regions, we seek to maintain broadpder networks to ensure member choice
while implementing programs designed to improvedhality of care received by our members.

Depending on the consolidation and integrationtgfgician groups and hospitals, reimbursement gfiegesary across markets. Fee for
service is our predominant reimbursement methogologphysicians. We generally use a resource-bedative value system (“RBRVS”) fee
schedule to determine fee for service reimbursenttmiever, we also use proprietary fee schedulesiitain markets. The RBRVS structure
was developed and is maintained by the Centersléalicare & Medicaid Services, or CMS, and is usgdhe Medicare program and other
major payers. The RBRVS and proprietary systemsnaependent of submitted fees and therefore imaaulnerable to inflation. In addition,
we are implementing physician incentive contractitgch recognizes clinical quality and performaasea basis for reimbursement.

Like our physician contracts, our hospital contsgatovide for a variety of reimbursement arrangasidepending on the network. Our
hospital contracts recognize unique hospital atteb (e.g., academic medical centers or commupgpitals) and the volume of care perfon
for our members. Many hospitals are reimbursed fixed amount per day for covered services (pemjlier a case rate basis similar to
Medicare (Diagnosis Related Groups). Other hospéed reimbursed on a discount from approved cHzagis for covered services. Hospital
outpatient services are reimbursed based on fiasd rates, fee schedules or percent of chargesprove predictability of expected cost, we
frequently use a multi-year contracting approacictviprovides stability in our competitive positigarsus other health benefit plans in the
market, and have been transitioning to case ratmeat methodologies. Many of our renewing hospmitaitracts have reimbursement linked to
improved clinical performance, patient safety aretioal error reduction.

Medical Management Programs

Our medical management programs include a broay afractivities that facilitate improvements irethuality of care provided to our
members and promote cost effective medical caresdimedical management activities and programadiménistered and directed by
physicians and trained nurses employed by us. ®ttee@oals of our medical management strategigsassure that the care delivered to our
members is supported by appropriate medical arahsfic evidence.

Precertification. A traditional medical management program ineglassessment of the appropriateness of certgpitdlasations and
other medical services. For example, precertificats used to determine whether a set of hospitlnaedical services is being appropriately
applied to the member’s clinical condition, in ag@nce with criteria for medical necessity as tean is defined in the member’s benefits
contract.

Concurrent review. Another traditional medical management strategyuse is concurrent review, which is based oionally
recognized criteria developed for the industry.Wéibncurrent review, the requirements and interedigervices during a patient’s hospital stay
are reviewed, often by an onsite skilled nurse
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professional in collaboration with the hospital’edical and nursing staff, in order to coordinatee@nd determine the most effective transition
of care from the hospital setting.

Disease management. We are using more sophisticated care modelsdround disease management and advanced cargyemeat.
These programs focus on those members who haveictaned/or complex iliness and require the greatesiunt of medical services. We
provide important information to our physician pigers and members to help them optimally managedhe of their specific conditions. For
example, certain therapies and interventions ftiepts with diabetes help prevent some of the ssritong-term medical consequences of
diabetes and reduce the risks of kidney, eye aad desease. Our information systems can providdldack to our physicians to enable thel
improve the quality of care. For other prevalentiioal conditions such as heart disease and asttumapility to correlate pharmacy data and
medical management data allows us to provide impbihformation to our members, physicians androphheviders which enables them to
more effectively manage these conditions.

Advanced care managementA significant amount of health care expendituaiee for services consumed by a small percentiof o
members who suffer from complex or chronic illnesd&'e have developed a series of programs aimieel@ing our network physicians better
manage and improve the health of these membersnQftese programs provide benefits for home @mgces and other support to reduce the
need for repeated, expensive hospitalizations.

Formulary management. We have developed formularies, which are sielestof drugs based on clinical quality and effestiess. A
pharmacy and therapeutics committee uses scieatificclinical evidence to assure that our membave hccess to the appropriate therapies.

Medical policy. A medical policy group comprised of physicieaders from all of our geographic regions, workinglose cooperatic
with academic medical centers, practicing commuplitysicians, and medical specialty organizatiorth s the American College of
Radiology and national organizations such as threetg for Disease Control and the American Canoeie®/ determines our national policy
for the application of new technologies.

Quality programs. We are actively engaged with our hospital neksd@o enable them to improve medical and surgiaeé and achieve
better outcomes for our members. We endorse, eagewand incent hospitals to support national iiies to improve clinical care, patient
outcomes and reduce medication errors and hospitaitions. We have been recognized as a natieaddr in developing hospital quality
programs.

External review procedures. In light of public concerns about health plaesying coverage of medical services, we work wiitside
experts through a process of external review teigeoour members scientifically and clinically, égnced-based medical care. When we
receive member concerns, we have formal appeateguoes that ultimately allow coverage disputesteel to medical necessity decisions
under the benefits contract to be settled by inddeet expert physicians.

Service management. In HMO and POS networks, primary care physigis@rve as the overall coordinators of memberdttheare
needs by providing an array of preventive healtkises and overseeing referrals to specialistafmropriate medical care. In PPO networks,
patients have access to network physicians witaqutmary care physician serving as the coordinataare.

Health Care Quality Initiatives

Increasingly, the health care industry is abledbrg quality health care based on preventive heatasurements, outcomes of care and
optimal care management for chronic disease. At@ur success has been our ability to work withratwork physicians and hospitals to
improve the quality and outcomes of the health sargices provided to our members. Our abilityrianpote quality medical care has been
recognized by the National Committee on Qualityukaace, or NCQA, the largest and most respectednataccreditation program for
managed care health plans.
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A range of quality health care measures, includivegHealth Plan Employer Data and Information 8eHEDIS, has been incorporated
into the oversight certification by NCQA. HEDIS nseises range from preventive services, such asrsageemammography and pediatric
immunization, to elements of care, including desiegthe complications of diabetes and improviegttment for patients with heart disease.
For the HMO and POS plans, NCQA's highest accréditas granted only to those plans that demorstgtels of service and clinical quality
that meet or exceed NCQA's rigorous requirementedmsumer protection and quality improvement. Pkarning this accreditation level
must also achieve HEDIS results that are in thbdggrange of national or regional performance.tRefPPO plans, NCQA's highest
accreditation is granted to those plans that hagellent programs for quality improvement and consuprotection and that meet or exceed
NCQA'’s standards.

In addition, we have initiated a broad array oflgug@rograms, including those built around smokoegsation and transplant
management, and increasingly effective hospital@naician quality initiatives centered on womemézlth care, diabetes and patient safety.

Pricing and Underwriting of Our Products

We price our products based on our assessmentefwriting risk, administrative expenses and coiitigetfactors. We continually
review our product designs, underwriting and pdojuidelines on a national and regional basis abdbr products remain competitive and
consistent with our marketing strategies and pabfiity goals.

We have focused our efforts to maintain consistmpetitive and strict underwriting standards. @dividual and group underwriting
targets have been based on our proprietary acctedudatuarial data. Subject to applicable legaktraimts, we have traditionally employed
case specific underwriting procedures for smallgrproducts and traditional group underwriting aares with respect to large group
products. Also, we employ credit underwriting prdgees with respect to our self-funded products.

In most circumstances, our pricing and underwritliegisions follow a prospective rating processixgd premium rate is determined at
the beginning of the policy period. Unanticipatadreases in medical costs may not be able to loweeed in that current policy year.
However, prior experience, in the aggregate, ismred in determining premium rates for futurdqmis.

For larger groups (over 300 persons) with PPO, BQ&ditional benefit designs, we may employ rgbective rating reviews. In
retrospective rating, a premium rate is determitetthe beginning of the policy period. Once thégygberiod has ended, the actual experience
is reviewed. If the experience is positive (i.etual claim costs and other expenses are lesghiae expected), then a refund may be credited
to the policy. If the experience is negative, thiemresulting deficit may either be recovered tgfoaontractual provisions or the deficit may be
considered in setting future premium levels forgheup.

We have contracts with CMS to provide HMO MedicAdyantage coverage to Medicare beneficiaries whumsé health care coverage
through one of our HMO programs in certain geograpégions. Under these annual contracts, CMS paysset rate based on membership
that is adjusted for demographic factors. Thesesrate subject to annual unilateral revision by CM&ddition to premiums received from
CMS, most of the Medicare products offered by wgiire a supplemental premium to be paid by the negmb

See “Regulation—Small Group Reform” below for acdission of certain regulatory restrictions on onderwriting and pricing.
Investments

At December 31, 2004, we held investment secunitifs an estimated fair value of $13.6 billion. Qavestment portfolio is subject to
credit risk, interest rate risk and market valuatiisk. We manage these risks by establishing tegility limitations as well as dollar limits of
individual issuers. Approximately 91% of our
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current investments were debt securities, of whigproximately 44% included corporate securitiee aferage credit rating of our corporate
fixed maturity portfolio at December 31, 2004 wapr@ximately AA. We evaluate our investment segsibn a continuous basis, using both
guantitative and qualitative factors, to determirieether a decline in value is other-than-tempora@hys review is subjective and requires a
high degree of judgment. We believe we have adetjuetviewed our investments for impairment and tha investment securities are carried
at fair value. For additional information, see @witical Accounting Policies and Estimates Sectibthe Management’s Discussion and
Analysis of Financial Condition and Results of GgiEems, Quantitative and Qualitative DisclosureméMarket Risk - Investments, and Note
5 to our audited consolidated financial statemésntshe year ended December 31, 2004 includedignRbrm 10-K.

Liability for Medical Claims Payable

We establish and report liabilities or reserve®onbalance sheet for medical claims payable lignasing the ultimate cost of incurred
claims that have not yet been reported to us by lmeesnor providers and reported claims that haveyebbeen paid. The amounts recorded
represent our estimates and the process requimgh alegree of judgment. Reserves are establistmatding to Actuarial Standards of Prac
and generally accepted actuarial principles andased on a number of factors. Due to the vartgbiiherent in these assumptions, reserve
estimates are sensitive to changes in medical slpegment patterns and changes in medical costdréwjustments to claims liabilities occur
each quarter and are sometimes significant as a@dpa net income recorded in that quarter. As @éé&nber 31, 2004, the amount in these
liability accounts was $4.2 billion. For additioriaformation, see the Critical Accounting Policaasd Estimates section of the Management'’s
Discussion and Analysis of Financial Condition &webults of Operations and Note 10 to our consalaudited financial statements included
in this Form 10-K.

Debt

We had approximately $4.3 billion of long-term dehtstanding as of December 31, 2004, an increiaagpsoximately $2.6 billion from
year end 2003, primarily a result of funding the Whherger. Our de-to-total capital ratio was 18.5% at December 304 as compared to
21.7% as of December 31, 2003. Our senior delattésir'BBB+” by Standard & Poor’s, “A-" by Fitch, ¢n, “Baal” by Moody’s Investor
Service, Inc. and “a-" by AM Best Company, Inc. Witend to maintain our senior debt investment gradiegs.

BCBSA License

We have filed for registration of and maintain sevservice marks, trademarks and trade namee détleral level and in various states
in which we operate. We have the exclusive rightubke the BCBS names and marks for our health ilepedducts in California (Blue Cross
only), Colorado, Connecticut, Georgia, Indiana, eky, Maine, Missouri (excluding 30 counties ie tkansas City area), Nevada, New
Hampshire, Ohio, Virginia (excluding the Northerirgihia suburbs of Washington, D.C.), and Wisconsin

Each license requires an annual fee to be paliletBCBSA. The fee is based upon enroliment and jprenBCBSA is a national trade
association of Blue Cross and Blue Shield licensiesprimary function of which is to promote arrégerve the integrity of the BCBS names
and marks, as well as provide certain coordinagimong the member companies. Each BCBSA licensae iisdependent legal organization
and is not responsible for obligations of other EB2Bmember organizations. We have no right to maskeducts and services using the BCBS
names and marks outside of our core states.

We believe that the BCBS names and marks are Meligdntifiers of our products and services inrterketplace. The license
agreements, which have a perpetual term, contafaigeequirements and restrictions regarding garations and our use of the BCBS names
and marks. Upon termination of the license agre¢snere would cease to have the right to use the 86&8mes and marks in one or more of
the states that we are authorized to use the naakshe BCBSA could thereafter issue a licenseséotie BCBS names and marks in
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these states to another entity. Events that caudethe termination of a license agreement walBBBSA include failure to comply with
minimum capital requirements, a change of contraliolation of the BCBSA ownership limits on ourgital stock, impending financial
insolvency, the appointment of a trustee or recedveéhe commencement of any action against adieerseeking its dissolution.

The license agreements with the BCBSA contain tereguirements and restrictions regarding our afi@ms and our use of the BCBS
names and marks, including:

minimum capital and liquidity requiremen

enrollment and customer service performance remargs;

participation in programs that provide portabilifiymembership between plat

disclosure to the BCBSA relating to enroliment &ndncial conditions

disclosures as to the structure of the BCBS sys#terontracts with third parties and in public staénts;
plan governance requiremer

a requirement that at least 80% (or, in the caglu# Cross of California, substantially all) ofigensee’s annual combined net
revenue attributable to health benefit plans wiitdrservice area must be sold, marketed, admreidter underwritten under the
BCBS names and mark

a requirement that neither a plan nor any of ésrised affiliates may permit an entity other thatea or a licensed affiliate to
obtain control of the plan or the licensed affdéiair to acquire a substantial portion of its assstded to licensable service

a requirement that we guarantee the contractuafiaadcial obligations of our licensed affiliates)d

a requirement that we indemnify the BCBSA against @laims asserted against us resulting from tméraotual and financial
obligations of any subsidiary that serves as afistermediary providing administrative services fedicare Parts A and |

We believe that we and our licensed affiliatesameently in compliance with these standards. Thadards under the license agreem
may be modified in certain instances by the BCBSA.

Regulation

General

Our operations are subject to comprehensive arallelétstate and federal regulation throughout thigdd States in the jurisdictions in
which we do business. Supervisory agencies, inetudiate health, insurance and corporation depatsnleave broad authority to:

grant, suspend and revoke licenses to transaaténs
regulate many aspects of our products and services;
monitor our solvency and reserve adequacy; and

scrutinize our investment activities on the basiguality, diversification and other quantitativeteria.

To carry out these tasks, these regulators pedtidiexamine our operations and accounts.
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Regulation of Insurance Company and HMO Businesisifyc

The federal government, as well as the governnaritse states in which we conduct our operatioasghadopted laws and regulations
that govern our business activities in various wayese laws and regulations, which vary signifikaby state, may restrict how we conduct
our businesses and may result in additional burdaedscosts to us. Areas of governmental regulatidlnde but are not limited to:

licensure;

premium rates;

benefits;

service areas;

market conduct

utilization review activities;
prompt payment of claim:

universal health care regulation based on the ahiéity to individuals and small groups of a gowaent sponsored health plan
administered by a private contractor and fundethbseased premium taxe

assessments for state run immunization progr

requirements that pharmacy benefit managers passfadurers’ rebates to customers;
member rights and responsibiliti¢

sales and marketing activitie

quality assurance procedures;

plan design and disclosure

collection, access or use of protected health imé&tion;

eligibility requirements

provider rates of payment;

surcharges on provider paymer

provider contract forms;

provider access standari

premium taxes and assessments for the uninsureticainchderinsured,;
underwriting, marketing and rating restrictions $onall group product:
member and provider complaints and appeals;

underwriting and pricing

financial arrangement

financial condition (including reserves); and

corporate governanc

These laws and regulations are subject to amendnaet changing interpretations in each jurisdiction

States generally require health insurers and HMQ@btain a certificate of authority prior to commgry operations. If we were to
establish a health insurance company or an HMOynstate where we do not
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presently operate, we generally would have to aldach a certificate. The time necessary to olsiagh a certificate varies from state to state.
Each health insurer and HMO must file periodic ficial and operating reports with the states in Witidoes business. In addition, health
insurers and HMOs are subject to state examinatahperiodic license renewal.

There has been a recent trend of increased heattiregulation at the federal and state levelgpé¥ed actions and legislation, regulation
and initiatives relating to this trend include, axgmther things, the following:

. eliminating or reducing the scope of ERISA-emption of state medical and bad faith claims urstizte law, thereby exposil
health benefits companies to expanded liabilitypfanitive and other ext-contractual damage

. requiring an insurer to pay claims during gracequrirrespective of whether a premium is ultimaieid,;
. extending malpractice and other liability for mediand other decisions from providers to healtmgla
. imposing liability for negligent denials or delaiyscoverage

. requiring

. coverage of experimental procedures and di

. direct access to specialists for patients with olorconditions,

. direct access to specialists (including OB/GYNg]J ahiropractors

. direct payment of certain providers (whether orswath providers are participants, e.g., ambulanceigers),

. expanded consumer disclosures and notices and degaoverage for emergency servit

. liberalized definitions of medical necessity ,

. liberalized internal and external grievance andeapprocedures (including expedited decision mak

. point of service benefits for HMO plans, and

. payment of claims within specified time frames ayment of interest on claims that are not paid iwithose time frame:
. prohibiting

. so-called “gag” and similar clauses in physiciareagents ,

. incentives based on utilization, a

. limitations of arrangements designed to manage eaédosts such as capitalized arrangements witvigers or provider

financial incentives
. regulating and restricting the use of utilizatioamagement and revie
. restricting our ability to recover overpaymentaiirbealth care providers;
. restricting health plar use of different fee schedules for different typEkealth care provider

. regulating and monitoring the composition of pra&ridietworks, such as “any willing provideatid pharmacy laws (which gener:
provide that providers and pharmacies cannot beedgrarticipation in a managed care plan whergtbeiders and pharmacies are
willing to abide by the terms and the conditiongteft plan);

. imposing payment levels for out-of-network care agstricting the application of lifetime benefinlitations and other limits to
mental health benefits with parit
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. exempting physicians from the antitrust laws thahpbit price fixing, group boycotts and other bmmmtal restraints on competition;
. restricting the use of health plan claims informat

. restricting the ability to refuse to honor assigningf benefits made so that non-network providars loe paid directly;

. regulating procedures that protect the confideityiaf health and financial informatiol

. implementation of a state-run single payer system;

. imposing thir-party review of denials of benefits (including deribased on a lack of medical necess

. allowing entry of Multiple Employer Welfare Assotins and Association Health Plans into group miarkéthout regulation
comparable to regulation of insure

. limiting an insurer’s withdrawal from and reentoyrharket segments; and

. restricting or eliminating the use of formularies prescription drugs

The health benefits business also may be adveraplycted by court and regulatory decisions thategthe interpretations of existing
statutes and regulations. It is uncertain whetreecan recoup, through higher premiums or other areasthe increased costs of mandated
benefits or other increased costs caused by patéegiislation or regulation.

In connection with the WHN merger, certain of oubsidiaries in California and Georgia executed utadiéngs with the California
Department of Managed Health Care, the Califorrepdtment of Insurance and the Georgia Departnfdnsarance which contained various
commitments, including the commitment to providd $6million of support for health benefit programghose states. Additional undertakii
include the requirement to maintain certain capéeéls at those subsidiaries.

Small Group Reform

All of the principal states in which we do businésse enacted statutes that limit the flexibilifjus and other health insurers relative to
their small group underwriting and rating practic@emmonly referred to as “small group reform” gtas, these laws are generally consistent
with model laws originally introduced by the Nat&@mssociation of Insurance Commissioners, or NAIC.

The NAIC’s Small Group Health Insurance Availalyiliodel Act is a model law that limits the diffetéls in rates carriers can charge
between new business and health insurance renewsimdss, and with respect to small groups withlaintiemographic characteristics
(commonly referred to as a “rating law”). It alssmjuires that insurers disclose to customers this baswhich the insurer establishes new
business and renewal rates, restricts the applityadi pre-existing condition exclusions and proité an insurer from terminating coverage of
an employer group because of the adverse claineriexge of that group. The model law provides fepokntary reinsurance mechanism to
spread the risk of high risk employees among adllsgroup carriers participating in the reinsuranoechanism. Our representatives actively
participated in the committees of the NAIC, whichfted and proposed this model law. NAIC model lanesnot applicable to the industry
until adopted by individual states, and there gmiicant variation in the degree to which statdsg and/or alter NAIC model laws. Some, if
not all, of these rating and underwriting limitattoare present in small group reform statutes otiyradopted in all of the principal states in
which we do business.

Underwriting Limitations. In the past, insurance companies were free totsatetreject risks based on a number of factocyding
the medical condition of the person seeking to bexmsured. Small group health insurers were fsectept some employees and reject other
employees for coverage within one employer groupisurance company was also free to exclude froverage medical conditions existing
within a group which
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the insurance company believed represented an epiadie risk level. Also, for the most part, inswra companies were free to cancel
coverage of a group due to the medical conditiohilvwere present in that group. Additionally, avremployee seeking medical coverage
under an existing group plan could be either aszkpt rejected for coverage, or could have coveexgkided or delayed for existing medical
conditions.

The small group health insurance reform laws lmnigbolish a number of these commonly utilized ficas to address a societal need to
extend availability of insurance coverage more Blp#o those who were previously not eligible foverage.

Rating Limitations. Prior to the adoption of state rate reform latiuere was very limited regulation of the ratimggices used in the
small group health insurance market. There wasalist no regulation of the amount by which one grauate could vary from that of a
demographically similar group with different clairsperience, and there was no statutorily plagai bn the extent and frequency of rate
increases that could be applied to any one emplgrgem.

All of the principal states in which we do busindésse enacted rating laws. These laws are desigpnediuce the variation in rates
charged to insured groups who have favorable afelyarable claims experience. They also limit theeekand frequency of rate increases. A
common rate reform regulation is a pure commurgting requirement, pursuant to which all persons geographic region would receive the
same rate for the same coverage as any other pevgbaut consideration of demographic factors saslage, gender, geographic location,
medical risk or occupation. Most existing rating/i$aalso impose a limit on the extent and frequesfay group’s rate increases. At least one
state has enacted small group rate regulatiorrélgaires the carrier to choose between detailedreatiew similar to the review of individual
rates or acceptance of minimum loss ratio requirgme

Small Group Statutory Reinsurance Mechanisms

At this time, our Connecticut and New Hampshirenplare subject to involuntary assessments froml graalp reinsurance mechanisms
within these states. Our plan in New Hampshireiigect to two risk sharing mechanisms. One is aasmsnent to fund a newly created high
risk pool in the individual market. Our New Hampsghplan is also subject to a soon to lapse assessneehanism to contribute an amount
sufficient to cover the expenses and losses oéverivf individual products. These mechanisms asegded to provide risk-spreading
mechanisms for insurers doing business in jurigtlistthat mandate that health insurance be issnedgmarantee issue basis. Guarantee issue
requirements increase underwriting risk for inssit@y forcing them to accept higher-risk business tthey would normally accept. This
reinsurance mechanism allows the insurer to cadénih-risk business to the reinsurance facitityis sharing the underwriting experience
with all insurers in the state. Connecticut and Néampshire statutes subject insurance companieg dwisiness in those jurisdictions to
assessments to fund losses from the reinsurandeamisms. Indiana, Ohio and Nevada statutes proxgtigntary reinsurance mechanisms in
which the assessment is against only those cagiecting to participate in the reinsurance medranWe have elected not to participate in
these voluntary reinsurance mechanisms in IndiadeChio; however, we do participate in Nevada. Kieky, Colorado, Maine and Virginia
do not have a small group reinsurance mechanism.

We also offer Medicare Advantage plans and Mediepproved drug discount cards in certain geogragggmons. Our Medicare
Advantage plans provide Medicare beneficiaries withanaged care alternative to traditional Medicarg Medicare approved drug discount
cards affords Medicare beneficiaries, without prigsion drug coverage, access to our drug discounts

Medicare Changes

In 1997, the federal government passed legislagtated to Medicare that changed the method fardening premiums that the
government pays to HMOs for Medicare members. hregad, the new method has reduced the premiumsfe@us compared to the old
method, although the level and extent of the
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reductions varies by geographic market and dependgher factors. The legislation also requiretouysay a “user fee.” The changes began to
be phased in on January 1, 1998 and continuedfiveeyears. The federal government also annourncd®99 that it planned to begin to phase
in risk adjustments to its premium payments ovivexyear period commencing January 1, 2000. Wilvidecannot predict exactly what effect
these Medicare reforms will have on our resultspgdrations, we anticipate that the net impact efritk adjustments will be to reduce the
premiums payable to us.

The Medicare Prescription Drug, Improvement and &tadation Act of 2003 became law in December 2883 expanded Medicare,
primarily adding a prescription drug benefit for dieare-eligible retirees starting in 2006.

HIPAA and Gramm-Leach-Bliley Act

The federal Health Insurance Portability and Acdabitity Act of 1996, or HIPAA and its regulationge other small group health
insurance laws, impose obligations for issuerseafith insurance coverage and health benefit planssps. This law requires guaranteed he
care coverage for small employers having 2 to 5pleypees and for individuals who meet certain ellgibrequirements. It also requires
guaranteed renewability of health care coveragenfmst employers and individuals. The law limitsles@ons based on preexisting conditions
for individuals covered under group policies to &éxéent the individuals had prior creditable cogeraand the gap between the prior coverage
and the new coverage cannot exceed certain timeeka

In addition to the portability component of HIPAHJPAA authorized the Secretary of the United St@epartment of Health and
Human Services, known as HHS, to issue standardsdfoinistrative simplification, as well as privaagd security of medical records and
other individually identifiable patient data. HIPA&quirements apply to health care providers ttaasimit health information in electronic
form in connection with a HIPAA Standard Transattias well as to health plans (including insurerd EEMOs) and health care clearinghot
(collectively referred to as “Covered Entities”yivdcy and Security Regulations adopted to implenh#RAA also require that Covered
Entities obligate their business associates tofHIPAA standards.

Although HIPAA was intended ultimately to reduceradistrative expenses and burdens faced withirh&edth care industry, we believe
the law has initially brought about significant aimilsome cases, costly changes. HHS has relelasssrules to date mandating the use of new
standards with respect to certain health care adims, including health information. The firstewequires the use of uniform standards for
common electronic health care transactions, inolyitiealth care claims information, plan eligibilitgferral certification and authorization,
claims status, plan enrollment and disenrollmeaynpent and remittance advice, plan premium paynardscoordination of benefits, and it
establishes standards for the use of electroniasiiges. The new transaction standards becameiedfét October 2000. Originally, almost all
Covered Entities were required to comply with thetsedards by October 16, 2002. However, legisiatias enacted in December 2001 giv
Covered Entities the option of extending their ciemze date to October 16, 2003, provided thalirgfivas made with HHS prior to October
16, 2002. We took advantage of the extension artdborecompliance obligations by October 16, 2008other rule established a standard 1
unique employer identifier to be used in coveregtiebnic transactions. This rule became effectivéuly 2002. Most Covered Entities were
required to comply with this rule by July 30, 2084d we met our compliance obligation on or befbeg tate. A third rule establishes a
national provider identifier to be used in coveedelctronic transactions. This rule becomes effedtivMay 2005. Most Covered Entities are
required to comply with this rule by May 23, 20@dditional standard transactions, such as claiachthent standards, are currently under
development by HHS.

HHS also has developed new standards relatingetpriliacy of individually identifiable health inforation or protected health
information. In general, these regulations resthietuse and disclosure of medical records and atbevidually identifiable health information
held or disclosed by Covered Entities in any fowhether communicated electronically, on paper aliyprsubject only to limited exceptions.
In addition, the regulations
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provide patients with some significant new riglitsihderstand and control how their health infororats used, and imposed a number of
administrative requirements on Covered EntitiesesEhregulations do not preempt more stringent Etate and regulations that may apply to
us. Most Covered Entities were required to comghpWrivacy Regulations by April 14, 2003 (smalklth plans were given an additional y
to comply). We complied timely with the privacy stiards. HHS also issued Security Regulations cointaistandards that established
administrative, physical and technical safeguandsnisure the confidentiality, integrity and availiabof electronic protected health
information that a covered entity creates, receimegintains or transmits, protects against anyoreasly anticipated threats or hazards to the
security or integrity of such information, and mois against any reasonably anticipated uses dosiges of such information that are not
permitted or required under the Privacy Regulathdast Covered Entities must comply with the SeguRegulations by April 20, 2005, and
we expect to be in compliance on or before thag.dat

Other federal legislation includes the Gramm-LeBtiley Act, which generally placed restrictions the disclosure of non-public
information to non-affiliated third parties, andjugred financial institutions including insurers,grovide customers with notice regarding how
their non-public personal information is used, intthg an opportunity to “opt out” of certain dissloes. The federal law required state
departments of insurance, and certain federal agerto adopt implementing regulations, and as sthefie has been a great deal of activity at
the state and federal level. The Gramm-Leach-Blet/also gives banks and other financial institng the ability to affiliate with insurance
companies, which may lead to new competitors inrtearance and health benefits fields.

Investment and Retirement Products and Services

We are subject to regulation on investment anderegnt products and services by various governaggncies where we conduct
business, including the insurance departments lifo@da, Colorado, Connecticut, Delaware, Geordjlimois, Indiana, Kentucky, Maine,
Missouri, Nevada, New Hampshire, Ohio, Puerto Ri®xas, Virginia, and Wisconsin. Among other matténese agencies may regulate
premium rates, trade practices, agent licensinligypforms, underwriting and claims practices, thaximum interest rates that can be charged
on life insurance policy loans, and the minimunesahat must be provided for accumulation of suegewalue.

ERISA

The provision of services to certain employee weltzenefit plans is subject to the Employee Retmatinincome Security Act of 1974, as
amended, or ERISA, a complex set of laws and réigula subject to interpretation and enforcementhigyinternal Revenue Service and the
Department of Labor, or DOL. ERISA regulates certaspects of the relationships between us, the@mrd who maintain employee welfare
benefit plans subject to ERISA and participantsunh plans. Some of our administrative servicesaodinelr activities may also be subject to
regulation under ERISA. In addition, some stateglire licensure or registration of companies primgahird party claims administration
services for benefit plans. We provide a varietprafducts and services to employee welfare beplgdits that are covered by ERISA.

ERISA prevents ERISA welfare benefit plans fromnigesubject to certain state laws. However, ERISAsduot prevent the application
of state laws that regulate the business of insérafihe question of whether a state law reguléeg¥tisiness of insurance remains open to
interpretation by the courts. In 2002, the Unit¢at& Supreme Court held that insured health glemgded to employers under ERISA must
still comply with state insurance laws which givaipnts the right to independent external reviewneflical coverage decisions. Recently, the
United States Supreme Court unanimously held tRASE preempted state law claims against insuresdbnflicted with ERISA civil
enforcement remedies where insurers use mediogijadt to decide a contractual benefit under a welf@nefit plan. This decision settles
some open issues regarding ERISA preemption ¢ &ats; however, it is too soon to tell what impécany, there will be on our business.
The United States Supreme Court has also helathtate’'s any willing provider law applies to insdERISA plans.
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In 2001, the DOL promulgated regulations under EER$8tting out standards for claim payment and merappeals along with
associated notice and disclosure requirements €Tiuas became effective for employers with plaargdeginning on or after January 1, 2002
for disability plans and July 1, 2002 for healtan.

HMO and Insurance Holding Company Laws

We are regulated as an insurance holding compashy@nsubject to the insurance holding companydaddtse states in which our
subsidiaries are domiciled. These acts contairaicereporting requirements as well as restrictiom$ransactions between an insurer or HMO
and its affiliates. These holding company laws seglilations generally require insurance compamesHMOs within an insurance holding
company system to register with the insurance degant of each state where they are domiciled affidetavith those states’ insurance
departments certain reports describing capitatsira, ownership, financial condition, certain hetampany transactions and general business
operations. In addition, various notice and repgrtiequirements generally apply to transactiongéen insurance companies and HMOs and
their affiliates within an insurance holding compaystem, depending on the size and nature oféimsactions. Some insurance holding
company laws and regulations require prior regumaspproval or, in certain circumstances, prioric®bf certain material intercompany
transfers of assets as well as certain transadbietvgeen insurance companies, HMOs, their parddifgpcompanies and affiliates.

Additionally, the holding company acts for the egabf domicile of our regulated subsidiaries resttie ability of any person to obtain
control of an insurance company or HMO without priegulatory approval. Under those statutes, witlsoich approval (or an exemption), no
person may acquire any voting security of an insceeholding company which controls an insurancepaomg or HMO, or merge with such a
holding company, if as a result of such transacsioch person would “control” the insurance holdiegnpany. “Control” is generally defined
as the direct or indirect power to direct or catlmedirection of the management and policies aéragn and is presumed to exist if a person
directly or indirectly owns or controls 10% or markthe voting securities of another person.

Guaranty Fund Assessments

Under insolvency or guaranty association laws isinstates, insurance companies can be assessaddants paid by guaranty funds
policyholder losses incurred when an insurance @myfpecomes insolvent. Most state insolvency orantg association laws currently
provide for assessments based upon the amounéwiipgms received on insurance underwritten withichsstate (with a minimum amount
payable even if no premium is received). Substiytdl of our premiums are currently derived fronsurance underwritten in the states of
California, Colorado, Connecticut, Georgia, Indiakantucky, Maine, Missouri, Nevada, New Hampsh®&jo, Virginia and Wisconsin.

Under many of these guaranty association lawssassmts against insurance companies that issumgsatif accident or sickness
insurance are made retrospectively and are baget urescribed percentage of premium limits) ughenratio of (i) the insurance company’s
premiums received in the applicable state oveptbgious three calendar years on accident and esskimsurance to (ii) the aggregate amount
of premiums received by all assessed member inseremmpanies over such three calendar years otesat@nd sickness insurance. The
guaranty fund assessments made under these aetdnairgistered by the state’s guaranty associatinch has its own board of directors
selected by member insurers with the approval efthate insurance department. In general, an assesmay be abated or deferred by the
guaranty association if, in the opinion of the lbaf the guaranty association, payment would enelatige ability of the member to fulfill its
contractual obligations. The other member insutesg/ever, may be assessed for the amount of swathrabnt or deferral. All or a portion of
such assessment paid by a member insurance commanpe offset against its premium tax liabilitythe state in question over a multiple y
period (generally five to 10 years) following theay in which the assessment was paid. The amodriraimg of any future assessments,
however, cannot be reasonably estimated and amnteyur control.
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While the amount of any assessments applicabliétard health guaranty funds cannot be predictittdl ertainty, we believe that futu
guaranty association assessments for insurer ieisciles will not have a material adverse effectwnliquidity and capital resources.

Risk-Based Capital Requirements

The states of domicile of our regulated subsidiahiave statutory risk-based capital, or RBC, regpénts for health and other insurance
companies based on the RBC Model Act. These RBGinemgents are intended to assess the capital adgqfidife and health insurers, taking
into account the risk characteristics of an insgrérvestments and products. The RBC Model Actfeeth the formula for calculating the RE
requirements which are designed to take into adcasset risks, insurance risks, interest rate askbother relevant risks with respect to an
individual insurance company'’s business. In generader these laws, an insurance company must sabmport of its RBC level to the
insurance department or insurance commissiongs sfate of domicile for each calendar year.

The RBC Model Act provides for four different lesedf regulatory attention depending on the ratia cbmpany’s total adjusted capital
(defined as the total of its statutory capitalpdus and asset valuation reserve) to its risk-basgedtal. The “Company Action Level” is
triggered if a company’s total adjusted capitdéiss than 200 percent but greater than or equdQqercent of its risk-based capital. At the
“Company Action Level”, a company must submit a poetnensive plan to the regulatory authority whigdtdsses proposed corrective actions
to improve its capital position. A company whostltadjusted capital is between 250 percent ando20€ent of its riskbased capital is subje
to a trend test. The trend test calculates thetgred any decrease in the margin (i.e., the amoudbllars by which a company’s adjusted
capital exceeds its risk-based capital) betweertiesnt year and the prior year and between thewruyear and the average of the past three
years, and assumes that the decrease could oaariaghe coming year. If a similar decrease ingimain the coming year would result ir
risk-based capital ratio of less than 190 perdéety “Company Action Level” regulatory action woudd triggered. The “Regulatory Action
Level” is triggered if a company'’s total adjustexpital is less than 150 percent but greater thagoal to 100 percent of its risk-based capital.
At the “Regulatory Action Level”, the regulatorythority will perform a special examination of thengpany and issue an order specifying
corrective actions that must be followed. The “Aarthed Control Level” is triggered if a companytddl adjusted capital is less than 100
percent but greater than or equal to 70 perceits oisk-based capital, at which level the regutat@uthority may take any action it deems
necessary, including placing the company underlaggity control. The “Mandatory Control Level” idggered if a company'’s total adjusted
capital is less than 70 percent of its risksed capital, at which level the regulatory authé mandated to place the company under itsrobr

The law requires increasing degrees of regulataeygight and intervention as an insurance compaRBE€ declines. The level of
regulatory oversight ranges from requiring the rasge company to inform and obtain approval froemdbmiciling insurance commissioner
a comprehensive financial plan for increasing IBCRto mandatory regulatory intervention requirarginsurance company to be placed under
regulatory control in a rehabilitation or liquidari proceeding. As of December 31, 2004, the RBEI$eof our insurance subsidiaries exceeded
all RBC thresholds.

NAIC IRIS Ratios

The NAIC requires review of financial relationships“tests” called the Insurance Regulatory Infotiora System, or IRIS, that were
designed for early identification of companies thmaty require special attention by insurance regayauthorities. Insurance companies sul
statutory financial data on an annual basis ta\tA&C, which in turn analyzes the data using ratiosering eleven categories of data with
defined “usual ranges” for each category. An insaeacompany may fall out of the usual range foranmore ratios because of specific
transactions or events that are, in and of theraselmmaterial. Generally, an insurance companibeitome subject to regulatory scrutiny if
its IRIS results fall outside of the usual rangedaur or more of
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the ratios. If a company is outside the rangesoon ér more of the ratios, a written explanatioprispared and sent to regulators. None of our
insurance subsidiaries is currently subject to leguy scrutiny based on IRIS ratios.

Employees

At December 31, 2004, we had approximately 38,388gns employed on a full-time basis. As of Decarlie 2004, a small portion of
employees were covered by collective bargainingegents: approximately 143 employees in the Saecrmme€alifornia area with the Office
and Professional Employees International Union,dl@8; approximately 169 employees in the greatdrd, Michigan area with the
International Brotherhood of Teamsters, Chauffedfarehousemen and Helpers of America, Local No; &thd approximately 190 employees
in Milwaukee, Wisconsin with the Office and Profies&l Employees International Union, Local 9. Ompdoyees are an important asset, and
we seek to develop them to their full potential. Wédieve that our relationship with our employeegaod.

ITEM 2. PROPERTIES.

Our principal executive offices are located at Mthument Circle, Indianapolis, Indiana. In addittorthis property, following the
merger with WellPoint Health Networks Inc., we haféces located at 1 WellPoint Way, Thousand O&difornia that house certain
corporate and specialty services. These propextebeing leased. In addition, in order to condwetoperations, which have expanded
nationally due to our mergers and acquisitions|ease or own offices in various other locations|uding the greater Los Angeles, California
area; Denver, Colorado; North Haven, Connectictigrta and Columbus, Georgia; Manchester, New Haimgishe greater Chicago, lllinois
area; Indianapolis, Indiana; Louisville, Kentucl8guth Portland, Maine; Charlestown and Andover,3dakusetts; Dearborn, Michigan; St.
Louis, Missouri; Mason/Cincinnati, Ohio; Worthingt@€olumbus, Ohio; Houston and Plano, Texas; Richdnvirginia and Milwaukee,
Wisconsin. We believe that our properties are adegjand suitable for our business as presentlywed.

ITEM 3. LEGAL PROCEEDINGS.
Litigation

In May 2000, a case title@alifornia Medical Association vs. Blue Cross ofli@ania, et. al.,was filed in U.S. district court in San
Francisco against Blue Cross of California (“BCQ)e of WHNS subsidiaries. The lawsuit alleges that BCC vémlahe Racketeer Influenc
and Corrupt Organizations Act (“RICQO”) (the “CMAtigation”).

In August 2000, WHN was added as a part$hane v. Humana, et ala class-action lawsuit brought on behalf of Hreadtre providers
nationwide alleging RICO violations (theShane Litigatiori). Effective November 30, 2004, WHN merged withtAem Holding Corp., a
wholly owned subsidiary of the Company.

In October 2000, the federal Judicial Panel on Migitrict Litigation (“MDL”") issued an order conddhting the CMA Litigation, the
Shandawsuit and various other pending managed cars-gason lawsuits against other companies befostridi Court Judge Federico
Moreno in the Southern District of Florida for pages of pretrial proceedings (hereinafter colledyiV MDL Cases’). A mediator has been
appointed by Judge Moreno and the parties arerlyreonducting courtrdered mediation. On December 9, 2004, Judge Massued a ne
scheduling order extending the expert discoverylileato February 7, 2005 and setting trial for t8egber 6, 2005. On February 11, 2005, the
District Court issued an order bifurcating theltrfeolding that liability would be determined firgthd damages would be tried after liability, if
necessary.

On September 26, 2002, the Company was addedeferadant to th&hane Litigation
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On May 8, 2003, in a case titl&t. Allen Knecht, et al., v. Cigna, et adgveral chiropractors filed a purported class adticfederal
district court in Portland, Oregon, naming the Campand WHN, as well as several commercial insufiéns suit alleges that the defendants
violated RICO and challenges many of the same igexctn regards to chiropractors as other suiteétMDL Cases This case has been
transferred to the MDL docket and is now assigmedlidge Moreno in Miami. This case has been stagedtag-along case to thidL Cases

On May 22, 2003, in a case titl&gnneth Thomas, M.D., et al., v. Blue Cross Bluel@Wssociation, et al.several medical providers
filed suit in federal district court in Miami, Fliola against the Blue Cross Blue Shield Associadint Blue Cross and Blue Shield plans across
the country, including the Company. The suit alletfmt the BCBS Association and the BCBS Plansatédl RICO and challenges many of the
same practices as other suits inkMi2L Cases This case has been assigned to Judge MorencamiMPlaintiffs filed a motion for class
certification and the defendants have filed motitsndismiss and motions to compel arbitration.rAbtions are currently pending before Judge
Moreno.

On October 17, 2003, in a case titl=ffrey Solomon, D.C., et al., v. Cigna, etsbyeral chiropractors and a podiatrist, along with
chiropractic and podiatric associations, filed suitederal district court in Miami, Florida, agatrten managed care corporations, including the
Company. The suit alleges that the companies @dIRICO and challenges many of the same pract&ethar suits in th®IDL Cases This
case has been transferred to the MDL docket andvisassigned to Judge Moreno in Miami. This casetieen stayed as a tag-along case to
theMDL Cases

On November 4, 2003, in a case titlkffrey Solomon, D.C., et al., v. Blue Cross Bloiel8 Association, et al.several chiropractors,
podiatrists, a psychologist and a physical thetapleng with their professional corporations aradle associations, filed suit in federal district
court in Miami, Florida against the Blue Cross B&ideld Association and Blue Cross and Blue Shpédds across the country, including the
Company. The suit alleges that the BCBS Associaimhthe BCBS Plans violated RICO and challenges/roéathe same practices as other
suits in theMDL Cases This case has been transferred to the MDL doahketis now assigned to Judge Moreno in Miami. Fifésrfiled a
motion for class certification and the defendartgehfiled motions to dismiss and motions to congpbitration. All motions are currently
pending before Judge Moreno.

On February 23, 2004, in a case titRidhard Freiberg, et al., v. United Healthcare, Inet al.,an acupuncturist and an association
promoting acupuncture filed suit in federal coarMiami, Florida against ten managed care corpamatiincluding the Company. The
complaint purports to be a class action filed ondtfeof all non-physician health care providers] atleges that the companies involved
violated RICO, and challenges many of the sametipecas other suits in tidDL Cases This case has been transferred to the MDL docket
and assigned to Judge Moreno. This case has tmmusis a tag-along case to MiBL Cases

On March 11, 1998, Anthem Insurance Companies, énwholly owned subsidiary of the Company, anditéo subsidiary, Community
Insurance Company (“CIC") were named as defendarddawsuit,Robert Lee Dardinger, Executor of the Estate oh&st.ouise Dardinger
Anthem Blue Cross and Blue Shield, e, filed in Newark, Ohio. The plaintiff sought commsatory damages and unspecified punitive
damages in connection with claims alleging wrongteéth, bad faith and negligence arising out of €denial of certain claims for medical
treatment for Ms. Dardinger. In December 2001, @& $2.5 in compensatory damages for bad faith$dnd850 (actual dollars) for breach of
contract, plus accrued interest. In March 2003hant Insurance and CIC paid punitive damages ofd§3ds interest. Following the March
2003 payment and Satisfaction of Judgment, the @ompeleased pretax reserves of $24.5 to incomighwhsulted in an after tax benefit of
$0.11 per diluted share for the year ended DeceBihe2003.

On June 27, 2002, in a case titkcademy of Medicine of Cincinnati and Luis PagdhD. v. Aetna Health, Inc., Humana Health Plai
Ohio, Inc., Anthem Blue Cross and Blue Shield, @niled Health Care of Ohio, Inc., No. A0200494&d in the Court of Common Pleas,
Hamilton County, Ohio and a case titladademy of Medicine of Cincinnati and A. Lee GreideD., Victor Schmelzer, M.D., and Karl S.
Ulicny, Jr.,
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M.D. v. Aetna Health, Inc., Humana, Inc., AnthemeBCross and Blue Shield, and United Health Cane,, INo. 0-CI-903filed in the Boone
County, Kentucky Circuit Court, the Academy andtaier physicians allege that the defendants actednnbination and collusion with one
another to reduce the reimbursement rates paitiysigians in the area and as a direct result ofléfendants’ alleged anti-competitive actions,
health care in the area has suffered, namely tiexte are fewer hospitals; physicians are rapiethying the area; medical practices are unal
hire new physicians; and, from the perspectivéhefgublic, the availability of health care has bsigmificantly reduced. Each suit seeks class
certification, compensatory damages, attorneys,faad injunctive relief to prevent the alleged-anmpetitive behavior against the class in
the future. The Company is awaiting a decision ftbemOhio Supreme Court in connection with procatiomotions filed by the defendants.
Defendants are seeking a discretionary review thighKentucky Supreme Court on procedural motiond,fded their petition on February 10,
2005. These suits are in the preliminary stages.

On March 26, 2003, in a case titlediin v. AdvancePCS, et dlled in the California Superior Court in Alamedahty, California
against Advance PCS, WHN and certain of its whoWsned subsidiaries, the plaintiff alleges thatdleéndants violated California Business
and Professions Code Section 17200 by engagingfairufraudulent and unlawful business practicedtiding, among other things, that
pharmacy benefit management companies (such &xotmpany’s subsidiary that does business underdldertame WellPoint Pharmacy
Management) engage in unfair practices such agtiaéigg discounts in prices of drugs from pharma@ad negotiating rebates from drug
manufacturers and retaining such discounts andegliar their own benefit. On July 9, 2004, thertaudered that the case be resolved in
arbitration.

The Company intends to vigorously defend all th@eeeedings; however, their ultimate outcomes capresently be determined.

Prior to the Company’s acquisition of the groupédféroperations (“GBQO”), John Hancock Mutual Lifesurance Company (“John
Hancock”) entered into a number of reinsurancengeenents with respect to personal accident inserand the occupational accident
component of workers’ compensation insurance, igroof which was originated through a pool manalggdinicover Managers, Inc. Under
these arrangements, John Hancock assumed riskeesarer and transferred certain of such risksther companies. These arrangements
have become the subject of disputes, includingnabmun of legal proceedings to which John Hancoakpsrty. The Company is currently in
arbitration with John Hancock regarding these ayeaments. The Company believes that it has a nuofliefenses to avoid any ultimate
liability with respect to these matters and belgetheat such liabilities were not transferred to@mnpany as part of the GBO acquisition.
However, if the Company were to become subjectith diabilities, the Company could suffer lossest thight have a material adverse effect
on its financial condition, results of operatiomsash flows.

On October 28, 2003 a case titkkdrams v. WellPoint Health Networks Inc., et,atias filed in the Superior Court of Ventura Coynty
California against WHN and its board of directotsging that WHN'’s directors breached their fidugiauties to stockholders by approving an
Agreement and Plan of Merger with the Company winilpossession of non-public information regardifigiN’s financial results for the third
quarter of 2003. The lawsuit sought to enjoin WHbhi consummating the merger with the Company, siléslN adopted and implemente
process for obtaining the highest possible pricesfockholders, and to rescind any terms of thesAgrent and Plan of Merger that have alr
been implemented. On May 7, 2004, WHN and the pfegigned a memorandum of understanding regardipgtential settlement of the
action, in which WHN agreed to provide certain @iddial disclosures on several matters in the jpioky statement/prospectus sent to WHN's
stockholders beyond those contained in the prelinyiproxy statement/prospectus. The settlementdvalsb provide for the payment by Wi
of $2.25 million to the plaintiff's counsel for feend costs (subject to court approval). No pathefsettlement costs will be paid by the WHN
directors individually. The settlement would notatve any admissions of breaches of fiduciary dartgpther wrongdoing by WHN or any of
directors. The settlement and payment of the pffimtounsel fees would be conditioned upon, amotiger things, completion of the merger.
The settlement agreement was presented to theiSu@eurt judge assigned to the matter, on Janliay2005. The judge preliminarily
approved the settlement, and scheduled a hearicgrnider final approval to take place on JulyQ%
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Other Contingencies

The Company serves as a fiscal intermediary foribéed Parts A and B. The fiscal intermediariestifi@se programs receive
reimbursement for certain costs and expenditurbi&ghnis subject to adjustment upon audit by theeFaldCenters for Medicare & Medicaid
Services, formerly the Health Care Financing Adstiwition. The laws and regulations governing fiseermediaries for the Medicare
program are complex, subject to interpretation @adexpose an intermediary to penalties for nonptiamce. Fiscal intermediaries may be
subject to criminal fines, civil penalties or ottsanctions as a result of such audits or reviewsléhhe Company believes it is currently in
compliance in all material respects with the regokes governing fiscal intermediaries, there argaing reviews by the federal government of
the Company’s activities under certain of its Medefiscal intermediary contracts.

From time to time, the Company and certain of ilssidiaries are parties to various legal proceegintany of which involve claims for
coverage encountered in the ordinary course ofiessi The Company, like HMOs and health insurememgdly, excludes certain health care
services from coverage under its HMO, PPO and gilaars. The Company is, in its ordinary courseugibess, subject to the claims of its
enrollees arising out of decisions to restricttireant or reimbursement for certain services. Tlss taf even one such claim, if it results in a
significant punitive damage award, could have aem@tadverse effect on the Company. In additibe,risk of potential liability under puniti
damage theories may increase significantly thecadiffy of obtaining reasonable settlements of cagerclaims.

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, affieoia time to time involved as a party in
various governmental investigations, audits, regiewd administrative proceedings. These investigatiaudits and reviews include routine
and special investigations by state insurance depeats, state attorneys general and the U.S. Atyo@eneral. Such investigations could result
in the imposition of civil or criminal fines, penigls and other sanctions. The Company believesathatiability that may result from any one
these actions is unlikely to have a material adveffect on its consolidated financial positiorre@sults of operations.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
The Company did not submit any matters to a votgecfirity holders during the fourth quarter of 2004
PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES.

Market Prices

The Company’s Common Stock, par value $0.01 paeskglisted on the New York Stock Exchange (“NYBEhder the symbol
“WLP”. On March 1, 2005, the closing price on th¥8E was $121.88. As of March 1, 2005, there we&84b shareholders of record of the
Common Stock. The following table presents high lamdsales prices for the Common Stock on the NY@Ehe periods indicated.

High Low

2004

First Quartel $ 92.1: $72.5(
Second Quarte 95.6( 83.8¢
Third Quartel 93.9( 77.7¢
Fourth Quarte 117.7( 72.2(
2003

First Quarte! $ 67.1¢ $53.0(
Second Quarte 82.9( 63.8(
Third Quartel 82.0( 66.01
Fourth Quarte 77.9¢ 64.7¢

Dividends

No cash dividends have been paid on our commok.side declaration and payment of future dividewikbe at the discretion of our
board of directors and must comply with applicdble. Future dividend payments will depend uponfinancial condition, results of
operations, future liquidity needs, potential asgiigns, regulatory and capital requirements ameotactors deemed relevant by our board of
directors. In addition, we are a holding companyséprimary assets are 100% of the capital stoéantiem Insurance Companies, Inc.,
Anthem Southeast, Inc., and Anthem Holding Corpr. &hility to pay dividends to our shareholdersuthorized by our board of directors, is
primarily dependent upon the receipt of dividendsf these companies and their receipt of dividérata our other regulated insurance
subsidiaries.

Securities Authorized for Issuance under Equity Compensation Plans

The information required by this Item concerningwsdies authorized for issuance under the Compaeguity compensation plans is set
forth in or incorporated by reference into Partitéim 12 of this Form 10-K.
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Issuer Purchases of Equity Securities

Approximate

Total Number Dollar Value

of Shares of Shares tha
Average Purchased as

Total Number Price Paic Part of May Yet Be

Publicly Purchased

of Shares per Share Announced g?g;;mg

Period Purchased® Programs @ (in millions)
October 1, 2004 to October 31, 2C — — — $ 700t
November 1, 2004 to November 30, 2( — — — 700.t
December 1, 2004 to December 31, 2 2,284,10. $101.3: — 700.t
Total 2,284,10. $101.3¢ — $ 700.t

1 2,284,101 shares purchased during the quarter édeleeimber 31, 2004 were due to shares deliveredwdthheld by the Company
connection with stock-for-stock option exercised amployee payroll tax withholding upon exercisetoick options and vesting of
restricted stock. Stock grants to employees aretttirs and stock issued for stock option planssamck purchase plans in the
consolidated statements of sharehol' equity are shown net of these shares purchi

@  Represents the number of shares repurchased thoaugkpurchase program authorized by the Boafiraictors on January 27, 2003
under which we are authorized to purchase up t@$5@illion prior to February 2005. On October 2804, our Board of Directors
authorized an increase of $500.0 million to oumurehase program and extended the expiration date=abruary 2006. Total available
for repurchase following this authorization is $Aillion.

ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA.

The table below provides selected consolidatechfiiz data of WellPoint. The information has beenived from our consolidated
financial statements for each of the years in it Jear period ended December 31, 2004, which baea audited by Ernst & Young LLP.
You should read this selected consolidated findmigita in conjunction with the audited consolidafiedncial statements and notes and
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations” included iis fhiorm 10-K.

As of and for the Year Ended December 3

20041 2003 20021 2001 20001

($ in Millions, Except Per Share Data)
Income Statement Date

Total operating revenué $20,460.¢ $16,487.. $13,000. $10,131.: $8,546.
Total revenued 20,815.: 16,781. 13,292.: 10,455." 8,773.¢
Net income* 960.1 774.% 549.1 342.% 226.(
Per Share Data* 5

Basic income from continuing operatic $ 6.2¢ $ 5.6 $ 461 $ 331 $ 2.1¢
Diluted income from continuing operatio 6.1C 5.4k 4,51 3.3C 2.1¢
Other Data—(unaudited)

Benefit expense ratid 82.(% 80.6% 82.2% 84.4% 84.5%
Selling, general and administrative expense fatio 17.(% 18.6% 19.2% 19.€% 21.2%
Income before income taxes as a percentage ofreatahue 6.€% 7.2% 6.C% 5.% 3.7%
Net income as a percentage of total reve 4.6% 4.6% 4.1% 3.2% 2.€%
Medical membership (000 27,72¢ 11,927 11,05: 7,88 7,14
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As of and for the Year Ended December 31

20041 2003 20021 2001 2000*

(% in Millions, Except Per Share Data

Balance Sheet Dat:

Cash and investments $15,792.. $ 7,478.. $ 6,726.« $4,559.t  $3,845.:
Total asset8 39,738.: 13,414.1 12,416.: 6,325.( 5,688.¢
Long-term debt 4,276." 1,662.¢ 1,659. 818.( 597.t
Total liabilities® 20,279. 7,414, 7,054.( 4,265.( 3,769.;

Total shareholders’ equity 19,459.( 5,999.¢ 5,362.: 2,060.( 1,919.¢

1

7

The net assets and results of operations for Bree<Blue Shield of Maine, Trigon Healthcare, laed WellPoint Health Networks In
are included from their respective acquisition dateJune 5, 2000, July 31, 2002 and November G4

Operating revenue is obtained by adding premiuchsjiistrative fees and other revenue.

Certain prior year amounts have been reclassifiesdhform to current year presentati

We adopted FAS 14:Goodwill and Other Intangible Asse, on January 1, 2002. With the adoption of FAS 142 ceased amortizatic
of goodwill. The intangible assets establishedBflue Cross and Blue Shield trademarks are deembdwe indefinite lives, and
beginning January 1, 2002, are no longer amort

Net income and earnings per share on a comparabie &s if FAS 142 had been adopted January 1, 200@s follows:

2001 2000
Net income adjusted for FAS 1. $357.F  $238.t
Basic earnings per share adjusted for FAS 3.4€ 2.3z
Diluted earnings per share adjusted for FAS 3.44 2.31

There were no shares or dilutive securities outstenprior to November 2, 2001 (date of Anthem hasice Companies, Ir's
demutualization and initial public offering). Acatingly, amounts prior to 2002 represent pro formmings per share. For comparative
pro forma earnings per share presentation, thehiedgaverage shares outstanding and the effectutifvd securities for the period from
November 2, 2001 to December 31, 2001 was usedl¢alate pro forma earnings per share for all gkriprior to 2002

The benefit expense ratio represents benefit expans percentage of premium revenue. The sefjergral and administrative expense
ratio represents selling, general and adminiseatixpense as a percentage of operating rev

Represents policyholders’ surplus prior to the deralization on November 2, 2001.

IT EM 7. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS.

Unless the context otherwise requires, referercdiset terms “we”, “our”, or “us” used throughoutthManagement’s Discussion and

Analysis of Financial Condition and Results of Ggiems, refer to WellPoint, Inc. (name changed fismthem, Inc. effective November 30,
2004), an Indiana holding company, and its direct imdirect subsidiaries.

The structure of our Management’s Discussion andlysis of Financial Condition and Results of Opierat is as follows:
Overview
Significant Transaction
Membershi—December 31, 2004 Compared to December 31,
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IV. Cost of Care

V. Results of Operatio—Year Ended December 31, 2004 Compared to the YededDecember 31, 20!
VI. Membershi—December 31, 2003 Compared to December 31,

VII. Results of Operatio—Year Ended December 31, 2003 Compared to the YededDecember 31, 20!
VIII. Critical Accounting Policies and Estimat

IX. Liquidity and Capital Resourct

X.  Safe Harbor Statement Under the Private Secutitiggtion Reform Act of 199!

[. Overview

We are the natios’largest publicly traded health benefits compangims of membership, providing health benefivisess to more tha
27.7 million members as of December 31, 2004, ameperate as an independent licensee of the Bloes@lue Shield Association, or
BCBSA. We are the Blue Cross licensee in Califoamd a Blue Cross and Blue Shield licensee in h2rattates: Colorado, Connecticut,
Georgia, Indiana, Kentucky, Maine, Missouri (ex¢hgl30 counties in the Kansas City area), Nevaday Nampshire, Ohio, Virginia
(excluding the immediate suburbs of Washington,.]p.&d Wisconsin. We also serve customers thrauigderious parts of the country as
HealthLink and UniCare.

Our Health Care segment includes strategic busin@ss delineated primarily by geographic areasiwitvhich we offer similar produc
and services, including commercial accounts, searidrMedicaid. We offer a diversified mix of mandgrare products, including preferred
provider organizations or PPOs, health maintenanganizations or HMOs, traditional indemnity betsefind point of service or POS plans.
We also offer a variety of hybrid benefit plang;liding consumer directed, hospital only and limhibeenefit products. Additionally, we provi
a broad array of managed care services to selfefliedstomers, including claims processing, undéngristop loss insurance, actuarial
services, provider network access, medical costageament and other administrative services.

Our Specialty segment is comprised of businessmgding pharmacy benefit management, group life disebility insurance benefits,
dental, workers’ compensation and long-term casariance. We also provide vision and behavioralthdsinefits services.

Our Other segment is comprised of our Medicaregssing business, including AdminaStar Federal amited Government Services;
Arcus Enterprises; intersegment revenue and expaimsimations; and corporate expenses not allocatedir Health Care or Specialty
segments.

Our operating revenue consists of premiums, adinatige fees and other revenue. The premiums coome fully-insured contracts
where we indemnify our policyholders against céstovered health and life benefits. Our adminite fees come from contracts where our
customers are self-insured, where the fee is bas&ither processing of transactions or a percemétvork discount savings realized.
Additionally, we earn operating revenues from owditare processing business and from other hegllited businesses including disease
management programs. Other revenue is principalherated from member co-payments and deductibéesiased with the mail-order sale of
drugs by our pharmacy benefit management companies.

Our benefit expense includes costs of care forthaalrvices consumed by our members, such as @rpeare, inpatient hospital care,
professional services (primarily physician carej agharmacy benefit costs. All four components #fiected both by unit costs and utilization
rates. Unit costs include the cost of outpatiendiced
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procedures per visit, inpatient hospital care geniasion, physician fees per office visit and priggion drug prices. Utilization rates represent
the volume of consumption of health services apitslly vary with the age and health status of members and their social and lifestyle
choices, along with clinical protocols and medialctice patterns in each of our markets. A portibhenefit expense recognized in each
reporting period consists of actuarial estimateslaiins incurred but not yet paid by us. Any chanigethese estimates are recorded in the
subsequent reporting periods.

Our selling expense consists of external brokerrn@sion expenses, and generally varies with premialime. Our general and
administrative expense consists of fixed and végiabsts. Examples of fixed costs are depreciatiomrtization and certain facilities expen
Other costs are variable or discretionary in natGertain variable costs, such as premium taxey,dieectly with premium volume. Other
variable costs, such as salaries and benefitsptieamy directly with changes in premium, but arerenaligned with changes in membership.
The acquisition or loss of a significant block afsiness would likely impact staffing levels, anddlsalary and benefit expense. Discretionary
costs include professional and consulting expeasdsadvertising. Other factors can impact our adtrative cost structure, including systems
efficiencies, inflation and changes in productivity

Our cost of drugs consists of the amounts we pghtsmaceutical companies for the drugs we selinad order through our pharmacy
benefit management companies, or PBM. This amatwitides the cost of drugs related to affiliateditieeustomers recorded in benefit
expense. Our cost of drugs can be influenced bydhene of prescriptions at our PBM, as well ag absnges, driven by prices set by
pharmaceutical companies and mix of drugs sold.

Our results of operations depend in large partwrability to accurately predict and effectively mage health care costs through effec
contracting with providers of care to our memberd aur medical management programs. Several ecarfactors related to health care costs,
such as regulatory mandates of coverage and dextnsumer advertising by providers and pharmacdwarapanies, have a direct impac
the volume of care consumed by our members. Thenfiat effect of escalating health care costs dsagseany changes in our ability to
negotiate competitive rates with our providers rimagose further risks to our ability to profitablpderwrite our business, and may have a
material impact on our results of operations.

This management’s discussion and analysis shoutddkin conjunction with our audited consoliddiedncial statements for the year
ended December 31, 2004, included in this Form 10-K

Il.  Significant Transactions

On November 30, 2004, Anthem, Inc. and WellPoinaltleNetworks Inc., or WHN, completed their merdgnder the terms of the
merger agreement, the stockholders of WHN (othem Subsidiaries of WHN) received considerationnadrity-three dollars and eighty cents
($23.80) in cash and one share of Anthem, Inc. comstock for each WHN share outstanding. In addljtWHN stock options and other
awards were converted to WellPoint, Inc. awardascoordance with the merger agreement. The purgraseincluding cash, fair value of
stock and stock awards and estimated transactits e@s approximately $16.0 billion. Anthem, Ithe surviving corporate parent, was
renamed WellPoint, Inc. concurrent with the merger.

lll.  Membership—December 31, 2004 Compared to Dember 31, 2003

Our medical membership includes six different costotypes: Large Group, Individual and Small Grdwational Accounts, BlueCard
Host, Senior and State Sponsored.
. Large Group consists of those employer custometts 3li to 4,999 employees eligible to participata asember in one of our
health plans. Large Group also includes membettsei-ederal Employe
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Program, or FEP, which provides health insuraneei@ge to United States government employees anddépendents within our
geographic markets through our participation inrthBonal contract between the BCBSA and the Uf8c®of Personnel
Managemeni

. Individual and Small Group, or ISG, consists ofividual customers under age 65 as well as thosdagmpcustomers with one to
50 eligible employee:

. National Accounts customers are r-state employer groups primarily headquarteredWediPoint service area with 5,000
more eligible employees, with at least 5% of eligibmployees located outside of the headquartats.

. BlueCard host members represent enrollees of naredwlue Cross and Blue Shield plans who receiedtlineare services in our
Blue Cross and Blue Shield licensed mark

. Senior members are Medic-eligible individual members age 65 and over whoeharrolled in Medicare Advantage, a mana
care alternative for the Medicare program, or wheehpurchased Medicare supplement benefit cove

. State Sponsored membership represents eligible ersmbith state sponsored managed care alternativdedicaid and Stat
Childrer’'s Health Insurance progran

BlueCard membership consists of estimated host reesnising the national BlueCard program. Host mesnée generally members
who reside in or travel to a state in which a Weit®® subsidiary is the Blue Cross and/or Blue Shilensee and who are covered under an
employer sponsored health plan issued by a nonP&fielt controlled Blue Cross Blue Shield licensee. (ihe “home” plan). We perform
certain administrative functions for BlueCard menshéor which we receive administrative fees frdra BlueCard members’ home plans.
Other administrative functions, including mainteoaif enroliment information and customer servére, performed by the home plan. Host
members are computed using, among other thingguwiimge number of BlueCard claims received perlmeemper month.

In addition to reporting our medical membershipchgtomer type, we report by funding arrangementralicg to the level of risk that v
assume in the product contract. Our two fundingragement categories are fully-insured and selfédnéullyinsured products are products
which we indemnify our policyholders against cdstshealth benefits. Self-funded products are effieto customers, generally larger
employers, who elect to retain some or all of tharicial risk associated with their employees’ treare costs. Some employers choose to
purchase stop-loss coverage to limit their retangld These employers are reported with our sgified business.

The following table presents our medical memberlyigustomer type, funding arrangement and geograptegion as of December 31,
2004 and 2003. Also included below are key mefrims our Specialty segment, including prescriptimume for our PBM and membership
by product. The membership data presented is utegbidhd in certain instances includes estimatéiseofiumber of members represented by
each contract at the end of the period, roundedemearest thousand.

Comparable 2

December 31 December 31
Change
2004 20031 2003 %
Medical Membership —_
Customer Type (In Thousands)
Large Groug 13,07: 4,70¢ 12,74( 33¢ 3%
Individual and Small Group (ISC 5,19¢ 1,95¢ 4,861 332 7
National Accountt 3,212 1,64C 2,66¢ 544 20
BlueCard 3,462 2,81¢ 2,931 532 18
Total National 6,67¢ 4 ,45¢ 5,59¢ 1,07¢ 19
Senior —
1,05¢ 59¢ 1,06: 4
State Sponsore 1,722 21C 1,781 (59) 3
Total 27,72¢ 11,927 26,05( 1,67¢ 6%
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Comparable 2
December 31 December 31

2004 20031 2003 Change %
Medical Membership —
(In Thousands)

Funding Arrangement

Self-Fundec 13,03¢ 6,412 11,75( 1,28¢ 11%
Fully-Insured 14,68¢ 5,51¢ 14,30( 38¢ 3
Total 27,72¢ 11,927 26,05( 1,67¢ 6%

Regional Membership

Central® 9,64¢ 5,68¢ 9,09( 55¢ 6%
West 8,65¢ 93¢ 8,17¢ A47€ 6
Southeas 5,96: 2,70C 5,45¢ 50€ 9
Northeas 2,54¢ 2,60( 2,38: 163 7
Wisconsin® 91¢€ — 942 (26) 3
Total 27,72¢ 11,927 26,05( 1,67¢ 6%

Specialty Metrics

PBM Prescription Volumé 336,54: 76,87 299,63( 36,91: 12%
Behavioral Healtt 11,75: 3,171 10,38 1,36¢ 13
Life and Disability 5,30¢ 2,23( 5,24( 66 1
Dental 5,04¢ 2,52¢ 5,291 (243) (5)

Vision 7% 423 431 34z 78

1 Represents the former Anthem, Inc. only. Historieallts have been reclassified to conform to cipeesentation.

2 “Comparable” statistics were calculated by addirgganical statistics for the former WellPoint HéaNetworks Inc. to historical statistics
for the former Anthem, Inc., and adjusting the camet totals to assure a consistent approach fouleding membership and volume
statistics and to eliminate overlapping BlueCardthmembershiy

3 Includes our UniCare and HealthLink membership.

4 Includes 74,742 members of Unity Health Plans lasce Company which was sold effective January @52

5 Represents prescription volume for mail order adik prescriptions for the full years ended 2004 2003, respectively. Prescription
volume for 2004 and 2003 is shown o“comparabl” basis.

During the twelve months ended December 31, 2@24| comparable medical membership increased appately 1,678,000, or 6%,
primarily in our National Accounts, BlueCard, argid businesses. Our National Accounts comparablelreship increased 544,000, or 20%,
primarily due to recognition of the value of BlueoSs and Blue Shield networks and the discountsamesecure, the breadth of our product
offerings, and our distinctive customer servicaudflard comparable membership increased 532,008%y representing increased sales by
other Blue Cross and Blue Shield licensees to atdsouith members who reside in or travel to owerised areas. ISG comparable membership
increased 332,000, or 7%, primarily due to theoihtiction of new, more affordable product desigré @m overall increase in consumer
awareness of our wide variety of quality productd aervices as well as efforts to market producthe uninsured.

Self-funded comparable medical membership increagb,000, or 11%, primarily due to increasesunMational Accounts and
BlueCard businesses. Fully-insured comparable meshipeincreased by 389,000 members, or 3%, prignaribur ISG business.

Prescription volume at our PBM increased 36,911 @@8criptions, or 12%, on a comparable basis 04 3®imarily due to the
integration of our Virginia health membership ta overnal PBM, as well as increased mail-ordeliaafion and growth within our other
existing health lines of business.
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Behavioral Health comparable membership increasg@P]000, or 13%, in 2004 primarily due to Healtik_network growth, the
integration of our Maine health customers whichemgreviously serviced by an external vendor, awavr within our other existing health
lines of business. Dental comparable membershipedsed 243,000, or 5%, in 2004 primarily due tolélss of two specific large accounts.
Vision comparable membership increased 342,0009%%, due to the integration of internal health merapas well as increased sales.

IV. Cost of Care

The following discussion summarizes our aggregast of care trends for the full year 2004 for oarge Group and ISG fully-insured
businesses only. Cost of care information as dgibelow is presented as if pre-merger Anthem and WHN were combined for all of
2004 and 2003. Accordingly, cost of care reportexVipusly for pre-merger Anthem, Inc. is not congide to what is presented below. Our
cost of care trends are calculated by comparingdiae over year change in average per member pethnetaim costs for which we are
responsible, which excludes member co-paymentsiaddctibles. Our aggregate cost of care trend wsisinder 10% for 2004.

Costs for outpatient services and pharmacy condinode the primary drivers of overall cost tren@atpatient services cost trend
increases were primarily driven by higher per wsists as more procedures are being performedglesach visit to an outpatient provider,
particularly emergency room visits, as well asithpact of price increases included within certaiovider contracts. Pharmacy benefit cost
trend increases were primarily driven by price @a&ses on existing brand drugs and, to a lessarte#tte introduction of new, higher cost
drugs. Price increases on existing brand drugs baga seen particularly in those therapeutic ctagbdrugs designed to reduce cholesterol
and anti-depressants, our two largest categoridsugfs based on overall expenses.

In response to cost trends, we continue to pursn&acting and plan design changes, promote anttimgnt performance-based
contracts that reward clinical outcomes and quadihd expand our disease management and advanmeath@aagement programs. In addition,
we continually evaluate our drug formulary to emstire most effective pharmaceutical therapies ea#adle for our members.

Late in the third quarter of 2004, the arthritisigiVIOXX ®was removed from the market due to concerns abeutdk of heart attacks
in persons taking this drug for longer than 18 rhenWe have provided our network physicians witbrimation regarding alternatives to
VIOXX and our PBM has implemented a process to enappropriate usage of the COX 2 Inhibitor theudipeclass of drugs.

Despite the reported shortage of flu vaccine earthe 2004 — 2005 flu season, we have not seéncagase in hospital admissions,
physician office visits and use of antial drugs that would indicate a severe flu seandhe fourth quarter of 2004. We are beginningde a
increase in these indications in early 2005.
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V. Results of Operations—Year Ended December 32004 Compared to the Year Ended December 31, 2003

Our consolidated results of operations for the yeaded December 31, 2004 and 2003 are as follows:

Year Ended?

December 31 Change
2004 2003 $ %
(% in Millions, Except Per Share Data)
Premiums $18,771.( $15,167. $3,603.¢ 24%
Administrative fee: 1,436.¢ 1,160.: 276.7 24
Other revenu 252.¢ 159.2 93.2 59
Total operating revent 20,460.¢ 16,487.. 3,973.¢ 24
Net investment incom 311.5 278.1 33.€ 12
Net realized gains on investme| 42 F 16.2 26.5 NM 2
Total revenue 20,815.: 16,781. 4,033.° 24
Benefit expens 15,387.¢ 12,254.! 3,133.: 26
Selling, general and administrative exper
Selling expens 537.2 411.2 126.( 31
General and administrative expel 2,940. 2,686.: 254.2 9
Total selling, general and administrative expe 3,477.. 3,097.! 380.2 12
Cost of drugs 95.( 38.7 56.% NM 2
Interest expens 142.: 131.2 11.1 8
Amortization of other intangible asst 61.4 47.€ 13.¢ 29
Merger-related undertakings 61.E _ 61.5 NM 2
Loss on repurchase of de 146.1 _ 146.1 NM 2
Total expensi 19,371.¢ 15,569.! 3,802.: 24
Income before income tax 1,443.: 1,211.¢ 231.¢ 19
Income taxe: 483.2 437.€ 45.¢€ 10
Net income $ 960.1 $ 7745 $ 185.¢ 24%
Average diluted shares outstanding (in millio 157.c 142.( 15.2 11%
Diluted net income per sha $ 6.1C $ 5.4f $ 0.6 12%
Benefit expense ratid 120 by
82.(% 80.8% 4
Selling, general and administrative expense Fatio (180) by
17.(% 18.8% 4
Income before income taxes as a percentage ofrestahue (30) by
6.9% 7.2% 4
Net income as a percentage of total reve — bp
4.€% 4.€% 4

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

1 Financial results for 2004 include operations of M/fér the one month period ended December 31, 2004 Financial results for 20C

represent the results of the former Anthem, Inty and have been reclassified to conform to curpeesentation

2 NM = Not meaningful
3 Benefit expense ratio = Benefit expense + Premit
4 bp = basis point; one hundred basis points =

5 Selling, general and administrative expense raflmtal selling, general and administrative expen3etal operating revenue.
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Premiums increased $3,603.9 million, or 24%, to,$18.6 million in 2004, due to the impact of therger with WHN, and premium rate
increases in our Large Group and ISG businesses. @ntributing to premium growth was higher fulygured membership, primarily in our
ISG business. Partially offsetting the growth wehéts by certain customers to sélfading arrangements, resulting in lower reventredudec
in 2003 were premium refunds of $40.4 million is$te policyholders from our Health Care segmentlamsns costs in certain lines of
business were much lower than expected. Our prermielts, net of buy-downs, for our fully-insuredrga Group and ISG businesses were
just less than 10% on a rolling-month basis as of December 31, 2004, includindtieness of pre-merger WHN for all periods.

Administrative fees increased $276.7 million, of240 $1,436.9 million in 2004, primarily due taieased revenues from self-funded
membership, primarily in National businesses, dad due to the impact of the merger with WHN. Thieeeeases were partially offset by
decreased administrative fees from AdminaStar Fdder-800 Medicare Help Line contract with Centers fordibare & Medicaid Services,
CMS, which was substantially completed by June2B03.

Other revenue is comprised principally of co-payteemd deductibles associated with the sale of-ard#ér drugs by our PBM, which
provides its services to members of our Health Gagenent and third party clients. Other revenuseieed $93.2 million, or 59%, to $252.4
million in 2004, primarily due to additional maikder prescription volume and increased prices@$gription drugs sold by our PBM, and &
due to the impact of the merger with WHN. Increasel-order prescription volume resulted from botembership increases and additional
utilization of our PBM’s mail-order pharmacy optideffective January 1, 2004, our PBM began to gteypharmacy benefit management
services to Virginia customers of our Health Cagnsent.

Net investment income increased $33.6 million, 2%1to $311.7 million in 2004 primarily due to theerger with WHN. Our investme
income also increased in 2004 due to the growthviested assets from reinvestment of cash geneftatedoperations, partially offset by a
decrease in yields from new investments. Yieldsawewer in 2004 due in part to the impact of aiporbf our fixed maturity portfolio being
invested in shorter duration investments in anéitign of the WHN merger and the use of cash upoampbetion of the WHN merger on
November 30, 2004. Yields were also lower in pae tb an increased allocation of tax exempt seaearih 2004, which is expected to enha
after tax income.

A summary of our net realized gains on investméantshe years ended December 31, 2004 and 2003fadlaws:

Year Ended
December 31

$ Change
2004 2003
($ in Millions)
Net realized gains from the sale of fixed matusiegurities $40.€ $41.7 $ (1))
Net realized gains from the sale of equity se@s 3.3 0.5 2.8
Othel-thar-temporary impairment (0.9 (24.9 23.€
Other losse: (0.6) (12.6) 1.C
Net realized gains on investmel $42.t $ 16.2 $ 26.C

Other-than-temporary impairments recognized in 2088 substantially related to our equity securityestments, primarily due to the
length of time that the securities’ fair value hmbn less than cost.

Benefit expense increased $3,133.3 million, or 269415,387.8 million in 2004. Benefit expense @aged due to the impact of the
merger with WHN, and also due to increased costog, which was driven primarily by higher costeuripatient services and drug costs.
Included in the 2003 results was a $31.7 million
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net favorable prior year reserve development rembrtliring the second quarter of 2003 and a $24lmfavorable adjustment for resolution
of a litigation matter in our Health Care segmenthie first quarter of 2003. Our benefit expensi iacreased 120 basis points from 80.8% in
2003 to 82.0% in 2004, increasing from lower thaticipated cost of care trends in 2003 and retgrtinmore sustainable levels.

Selling, general and administrative expense ine@&880.2 million, or 12%, to $3,477.7 million i@, primarily due to the impact of
the merger with WHN, and also due to increase®lame-sensitive costs such as higher commissioesjipm taxes and other expenses
associated with growth in our business and higakarg and benefits costs. These increases werialpadffset by a decrease in incentive
compensation in 2004, and $20.0 million of contfis to our charitable foundation made by our He@lare segment in 2003 which did not
recur in 2004. Our selling, general and administea¢xpense ratio decreased 180 basis points @dlih 2004, primarily due to our growth in
operating revenue and the leveraging of costs thvee higher revenues.

Cost of drugs increased $56.3 million, or 145%$36.0 million in 2004, primarily due to higher mailder prescription volume at our
PBM.

Interest expense increased $11.1 million, or 89$1#2.3 million in 2004, primarily due to additidriaterest expense on the $2.8 billion
of debt initially incurred in conjunction with th&HN merger. Debt of $2.8 billion initially incurréd conjunction with the WHN merger was
reduced to approximately $1.9 billion at DecemtkrZD04. Interest expense for this merger-relagdat @as incurred in December 2004.

Amortization of other intangible assets increas&8.& million, or 29%, to $61.4 million in 2004, prarily due to additional amortization
expense on identifiable intangible assets resuftimgn the WHN merger.

Merger-related undertakings were expenses recond2@04 related to certain obligations under oueaments with the California
Department of Insurance, the California DepartnéMlanaged Health Care and the Georgia Departnfdnsarance. These agreements were
related to the merger with WHN.

The loss on repurchase of debt incurred in 200tedIto our tender offer for our high coupon suspiates. Due to the high coupon on
this debt and time remaining until stated matutityg, debt was repurchased at a significant prenoiven book value, which was the driver of
the loss.

Income tax expense increased $45.6 million, or 109$483.2 million in 2004. Included in 2004 wagt®!million in tax benefits
associated with a change in Indiana laws goverthiagstate’s high-risk health insurance pool recomigring the first quarter of 2004.

We use operating gain to evaluate the performahoerareportable segments, as described in FAS i3tJosure About Segments of an
Enterprise and Related Informatic. In connection with the WHN merger and relatedanigational changes, we evaluated FAS 131 criteria
and determined our reportable segments to be HEalth, Specialty and Other. This represents a éfing pre-merger Anthem, which
disclosed each geographic health region as a edgersegment. Operating gain is calculated as ¢pidating revenue less benefit expense,
selling, general and administrative expense antiafafrugs. It does not include net investment mepnet realized gains (losses) on
investments, interest expense, amortization ofratttangible assets, merger related undertakings, dn repurchase of debt or income taxe
these items are managed in a corporate shared¢s@mvironment and are not the responsibility afraping segment management. For
additional information, see Note 20 to our auditedsolidated financial statements included in Bdsm 10-K. The discussions of segment
results for the years ended December 31, 2004 @08l gresented below are based on operating gadteszsibed above, and operating margin,
which is calculated as operating gain divided bgrafing revenue. Our definitions of operating gaid operating margin may not be
comparable to similarly titled measures reporteaihner companies.
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Health Care

Our Health Care segment’s summarized results afatipas for the years ended December 31, 2004 @08 &re as follows:

Year Ended
December 31

% Change
2004 2003 $ Change
($ in Millions)
Operating revenu $19,754.! $16,000.: $3,754. 23%
Operating gait $ 1,505.: $ 1,174.¢ $ 330.7 28%
Operating margi 7.6% 7.3% 30 by

Operating revenue increased $3,754.4 million, &62® $19,754.5 million in 2004, due to the impaicthe merger with WHN, as the
results of the acquired health business is inclieftattive November 30, 2004. Operating revenue imsreased due to premium rate increases
in our Large Group, ISG, and Senior businesses édstributing to this growth were membership isses in our ISG and National Accounts
businesses.

Operating gain increased $330.7 million, or 28%$1¢505.3 million, due to our merger with WHN, iroped underwriting results in our
Large Group business, and growth in our NationaloAmts businesses. Included in the 2003 resultsavi@4.7 million net favorable prior ye
reserve development recorded during the secondeguar2003 and a $24.5 million favorable adjusttfenresolution of a litigation matter in
the first quarter of 2003. Also included in 2003reveremium refunds of $40.4 million issued to pgiclders as claims costs in certain lines of
business were much lower than expected. Additignealir Health Care segment made contributions 6fGhillion to our charitable
foundation in 2003 that did not occur in 2004.

Specialty
Our Specialty segment’s summarized results of djpersfor the years ended December 31, 2004 an8 @@9as follows:

Year Ended
December 31

$ Change % Change

2004 2003
($ in Millions)

Operating revenu $1,235.0 $732.( $503.C 69%

Operating gair $ 100.¢ $69.1 $ 31.c 46%

Operating margi 8.2% 9.4% (120) by

Operating revenue increased $503.2 million, or 6@41,235.2 million in 2004, due to the impactid merger with WHN, as the resi
of the acquired specialty business is includedctiffe November 30, 2004. Operating revenue alseeased due to increased mail-order
prescription volume, including more specialty phacynprescriptions and increased wholesale drug edsich are passed through to custor
of our PBM. Specialty pharmacy prescriptions in€ldmigher cost transactions for biopharmaceuticdlinyectable medications, which are
complex in design and administration, and are gdstship and store. The increased mail-order pigtsan volume resulted from both
membership increases and additional utilizatioawfPBM’s mailorder pharmacy option. Effective January 1, 2004,RBM began providin
pharmacy benefit management services to our Vidieialth members.

Operating gain increased $31.8 million, or 46%$160.9 million in 2004, due to the impact of therges with WHN, and increased mail-
order prescription volume at our PBM. This improwrnhwas partially offset by operating results im other specialty businesses.
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Other

Our summarized results of operations for our Otfegiment for the years ended December 31, 2004G0RI&e as follows:

Year Ended
December 31

$ Change % Change
2004 2003
($ in Millions)
Operating revenue from external custon $212.¢ $ 197.¢ $ 15.C 8%
Elimination of intersegment revenu (741.¢ (442.%) (298.9 67%
Total operating revent (528.9 (245.0 (283.9) NM
Operating los: $(105.¢) $(147.9) $ 41.¢F (28)%

Operating revenue from external customers incref$&d million, or 8%, to $212.8 million in 2004yelto the impact of the merger w
WHN, as well as an increase in revenues from outibdge customer service software development conivith CMS. These were partially
offset by the loss of our 1-800 Medicare Help Lomatract with CMS, which was substantially compdeby June 30, 2003. Elimination of
intersegment revenues increased $298.8 millio6,786, reflecting additional sales by our pharmaaydfié€ management company to our He
Care segment.

Operating loss decreased $41.5 million, or 28%(1®5.8) million in 2004, primarily due to lowerdentive compensation expenses.
VI.  Membership—December 31, 2003 Compared to Dember 31, 2002

The following table presents our medical membersligustomer type, funding arrangement and geograjptegion as of December 31,
2003 and 2002. Also included below are key mefrims our Specialty segment, including prescriptimtume for our PBM and membership
by product. The membership data presented is utegbidhd in certain instances includes estimatéiseofiumber of members represented by
each contract at the end of the period, roundeédemearest thousand.

December 31
Change
20031t 20021 %
(In Thousands)
Medical Membership
Customer Type
Large Group —
4,70¢ 4,71z (5) %
Individual and Small Group (ISC 1,95/ 1,737 217 12
National Account: 1,64( 1,36: 277 20
BlueCard 2,81¢ 2,41¢ 397 16
Total National 4,45¢ 3,78 674 18
Senior 59¢ 61€ (29 3
State Sponsore 21C 203 7 3
Total 11,92% 11,05:¢ 874 8%
Funding Arrangement
Self-Fundec 6,41: 5,617 79t 14%
Fully-Insured 5,51¢ 5,43¢ 79 1
Total 11,92% 11,05:¢ 874 8%
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December 31

20031 20021 Change %

(In Thousands)
Medical Membership
Regional Membership

Central 5,68¢ 5,23¢ 454 9%
West 93¢ 83¢€ 103 12
Southeas 2,70( 2,54¢ 151 6
Northeas 2,60( 2,432 16€ 7
Wisconsin — — — —
Total 11,927 11,05: 874 8%

Specialty Metrics

PBM Prescription Volumé 76,87! 61,97¢ 14,89t 24%
Behavioral Healtt 3,171 2,67¢ 49t 18
Life and Disability 2,23( 1,971 25¢ 13
Dental 2,62¢ 1,48¢ 1,041 70
Vision 427 6 417 NM

1 Represents the former Anthem, Inc. only. Historieallts have been reclassified to conform to cipeesentation.
2 Represents prescription volume for mail order aetdik prescriptions

During the twelve months ended December 31, 2@2a| tnedical membership increased approximately(@0} or 8%, primarily in our
BlueCard, National Accounts and ISG businesses®ud membership increased 397,000, or 16%, plindue to increased sales by other
Blue Cross and Blue Shield licensees to accourttsmembers who reside in or travel to our licersezhs. National Accounts membership
increased 277,000, or 20%, due to increased salms iexisting markets due to recognition of thieigaf Blue Cross and Blue Shield netwc
and the related discounts we can secure, and oypetitive advantage resulting from the breadthwfgroduct offerings and distinctive
customer service.

Also contributing to our medical membership inceeagre ISG enrollment gains of 217,000, or 12%marily due to the introduction of
new, more affordable product designs and an ovieraiéase in consumer awareness of our wide vaofeqyality products and services.

Self-funded medical membership increased 795,0004%, primarily due to increases in BlueCard amdidhal Accounts businesses.
Fully-insured membership increased by 79,000 mesylmerl %, primarily in our ISG businesses, as erpthabove. In addition, we
experienced a change in our mix of business byifigndrrangement as certain Large Group and Natidoabunts customers shifted from
fully-insured to self-funded during the year endistember 31, 2003. Due to economic conditionsagetarge accounts assumed the health
care risk associated with insuring their employ@ass shift in funding arrangements did not haveaterial impact on our financial results for
the year ended December 31, 2003.

Dental membership increased 1,041,000, or 70%0@3 primarily due to the integration of Connectibetlth members, and growth fr
new sales. Vision membership increased 417,00Qaltie new product launch, which took place inftheth quarter of 2002.

42



VII. Results of Operations—Year Ended DecemberB 2003 Compared to the Year Ended December 31, 200

Our consolidated results of operations for the yeaded December 31, 2003 and 2002 are as follows:

Year Ended?

December 31 Change
2003 2002 $ %
(% in Millions, Except Per Share Data)

Premiums $15,167. $11,937.! $3,229.¢ 27%
Administrative fee: 1,160.: 946.¢ 213.¢ 23
Other revenui 159.2 115.7 43.F 38

Total operating revent 16,487.. 13,000. 3,486." 27
Net investment incom 278.1 260.% 17.4 7
Net realized gains on investme! 16.2 31.1 (14.9) (48)

Total revenue 16,781. 13,292.. 3,489.: 26
Benefit expens 12,254.! 9,821.¢ 2,432.¢ 25
Selling, general and administrative exper

Selling expens 411.2 308.( 103.Z 34

General and administrative expel 2,686.1 2,207.. 479.2 22
Total selling, general and administrative expe 3,097.! 2,515.: 582.¢ 23
Cost of drugs 38.7 24.C 145 61
Interest expens 131.2 98.t 32.7 33
Amortization of other intangible asst 47.€ 30.2 17.4 58

Total expensi 15,569.! 12,489 3,079.¢ 25
Income before income tax 1,211.¢ 802.t 409.< 51
Income taxe: 437.¢ 253.¢ 184.2 73
Net income $ T74: $ 549.1 $ 2252 41%
Average diluted shares outstanding (in millio 142.( 121.¢ 20.2 17%
Diluted net income per sha $ 5.4t $ 451 $ 0.94 21%
Benefit expense ratid 80.8% 82.2% (150) by®
Selling, general and administrative expense ratio 18.8% 19.2% (50) bg3
Income before income taxes as a percentage ofreastahue 7.2% 6.0% 120 by®
Net income as a percentage of total reve 4.6% 4.1% 50 by 3

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

1 Financial results for 2003 and 2002 representekalts of the former Anthem, Inc. only and havenbeelassified to conform 1
current presentatiol
2 Benefit expense ratio = Benefit expense + Premiums.

3 bp = basis point; one hundred basis points = 1%.
4 Selling, general and administrative expense raflmtal selling, general and administrative expen3etal operating revenu

Throughout the following discussion of our reswfoperations, the operating results related tortfigon acquisition are included for the
year ended December 31, 2003 and the five montthsceDecember 31, 2002. Both periods exclude ansatipg results related to the Wt
acquisition.

Premiums increased $3,229.8 million, or 27%, to,$8%.7 million in 2003, primarily due to the impaxdtthe Trigon acquisition, and al
due to premium rate increases in our Large Groupl&6 businesses. Also
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contributing to premium growth was higher fully-imed membership, primarily in our ISG business,clvhvias partially offset by changes in
the mix of our fully-insured products with membsedecting less rich benefit designs, resultingimdr priced products. Also offsetting the
growth were shifts by certain Large Group and Ne&tlAccount customers to self-funding arrangemeetgjlting in a shift from premiums to
administrative fees and lower total revenues. Tagns costs in certain Health Care segment lindsusfness were much lower than anticip
in 2003. Therefore, we issued premiums refundettat policyholders in the aggregate amount of $4dillion, offsetting our premium
growth. Our premium yields, net of buy-downs, far éully-insured Large Group and Small Group busges were approximately 10% on a
rolling 12-month basis as of December 31, 2003.

Administrative fees increased $213.4 million, 0#230 $1,160.2 million in 2003 due to the impactte# Trigon acquisition, and also ¢
to increased BlueCard activity and increased regefitom self-funded membership, some of which tedutom the shift of customers from
fully-insured arrangements. These increases wetalhapoffset by decreased administrative feesrfradminaStar Federal’'s 1-800 Medicare
Help Line contract with CMS. During the fourth qtearof 2002, CMS awarded a new contract for thigise to a competitor. The transition of
this contract was substantially completed by Juhe2B803. Administrative fee increases were alstiglgr offset by the termination of a Health
Care segment third party administrator arrangernme?002.

Other revenue is comprised principally of co-payteemd deductibles associated with the sale of-ard#ér drugs by our PBM, which
provides its services principally to members of Health Care segment. Other revenue increased $4i8i&n, or 38%, to $159.2 million in
2003, primarily due to additional mail-order pregtion volume and increased prices of prescriptdamgs sold by our PBM. Increased mail-
order prescription volume resulted from both merabgrincreases and additional utilization of outMP8mail-order pharmacy.

Benefit expense increased $2,432.6 million, or 268%412,254.5 million in 2003. Included in thes®20esults was a $31.7 million net
favorable prior year reserve development recordeihd the second quarter of 2003, and a $24.5aniflavorable adjustment for resolution of
a litigation matter in the first quarter of 2003dar Health Care segment. Included in the 2002te®as a $26.6 million net favorable prior
year reserve development. Benefit expense incrgadmarily due to increased cost of care, which dgen primarily by higher costs
professional services and outpatient services.b@oefit expense ratio decreased 150 basis poorts82.3% in 2002 to 80.8% in 2003 due in
part to the impact of our Trigon acquisition in 20@nd also due to lower than anticipated mediosis; the favorable resolution of litigation,
disciplined pricing and mix of business shifts fréutly-insured to self-funded arrangements by gotipat have had historically higher loss
ratios.

Selling, general and administrative expenses ise@$582.4 million, or 23%, to $3,097.5 millionZB803 due to the impact of the Trigon
acquisition, and also due to increases in volurmsiee costs such as higher commissions, preméxastand other expenses associated with
growth in our business. Additionally, expenseséased due to higher salary and benefits costgiregtiom normal merit and benefit
increases. Included in the 2003 results were $2@l®n of contributions to our charitable foundati made by our Health Care segment.
Included in the 2002 results was an unfavorableG&8llion adjustment recorded to reflect the aetf additional premium taxes in the state
of Ohio and a $10.1 million reduction in the cangyivalue of our investment in MedUnite. Before itm@act of our Trigon acquisition, our
selling, general and administrative expense rawehsed 70 basis points to 18.8% in 2003, prigndté to our growth in operating revenue
and the leveraging of costs over these higher te®n

Cost of drugs increased $14.7 million, or 61%,38.8 million in 2003, primarily due to higher pregtion volume at our PBM.

Net investment income increased $17.4 million, %, Yo $278.1 million in 2003. This increase in istreent income primarily resulted
from the investment of additional assets in 2008flour Trigon
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acquisition and reinvestment of cash generated fperations, which were partially offset by a deseein yields from new investments.
A summary of our net realized gains on investméanshe years ended December 31, 2003 and 2002fadlaws:

Year Ended
December 31

$ Change
2003 2002
($ in Millions)
Net realized gains from the sale of fi:-maturity securitie: $41.7 $32.¢ $ 8.8
Net realized gains from the sale of equity se@s 0.5 0.€ (0.2
Otherthar-temporary impairment (24.9 (3.2 21.9)
Other gains (losse: (1.6 0.7 (2.3
Net realized gains on investmel $ 16.2 $31.1 $ (14.9

Other-than-temporary impairments recognized in 2088 substantially related to our equity investtagprimarily due to the length of
time that the securities’ fair value had been thas cost. In 2002, we recorded a $3.1 million othan-temporary impairment on a limited
partnership.

Interest expense increased $32.7 million, or 3841131.2 million in 2003, primarily resulting froadditional interest expense incurred
on the debt issued in conjunction with our Trigequisition. Interest expense on this debt was oedufor twelve months in 2003 and five
months in 2002.

Amortization of other intangible assets increas&@.4 million, or 58%, to $47.6 million in 2003, prarily due to additional amortization
expense on identifiable intangible assets resuftimg our Trigon acquisition. This amortization exge was included for twelve months in
2003 and five months in 2002.

Income tax expense increased $184.2 million, or,#8%437.6 million in 2003, primarily due to inesed income before taxes. In
addition, our effective income tax rate increase88.1% in 2003 from 31.6% in 2002. This 450 basisit increase in the effective income tax
rate was primarily due to the release of a defetagdsaluation allowance in 2002.

Health Care

Our Health Care segment’s summarized results afaipas for the years ended December 31, 2003 @68 are as follows:

Year Ended
December 31
% Change
2003 2002 $ Change
($ in Millions)
Operating revenu $16,000.: $12,587.. $3,412.¢ 27%
Operating gait $ 1,174.¢ $ 684.( $ 490.€ 2%
Operating margi 7.3% 5.4% 190 by

In the table above, the year ended December 3B 2@udes twelve months of operating results esldb the Trigon acquisition, and 1
year ended December 31, 2002 includes five morftbperating results related to the Trigon acquasit

Operating revenue increased $3,412.9 million, &6 20 $16,000.1 million in 2003 due to the impaicthe Trigon acquisition, and also
due to premium rate increases in our Large Groupl&6 businesses. Also contributing to operatingeneie growth was higher fully-insured
membership, primarily in our ISG business. Opegatgvenue increases were partially offset by chaugéhe mix of our products with
members selecting
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less rich benefit designs, resulting in lower pdipeoducts. Also offsetting the growth were shiifyscertain National Accounts and Large
Group customers to self-funded arrangements, ieguitt lower revenues.

Operating gain increased $490.6 million, or 72%$1dl 74.6 million in 2003. Included in these 2088uits was a $31.7 million net
favorable prior year reserve development recordeihd the second quarter of 2003, a $24.5 milliawvofable adjustment for resolution of a
litigation matter in the first quarter of 2003, gme@mium refunds of $40.4 million issued to poliojders, as claims costs in certain lines of
business were much lower than expected. Also irdud the 2003 results were $20.0 million of cdnitions to our charitable foundation.
Included in the 2002 results was an unfavorableG&8llion adjustment recorded to reflect the aetf additional premium taxes in the state
of Ohio and a $26.6 million net favorable prior yesserve development.

Specialty
Our Specialty segment’s summarized results of djpemfor the years ended December 31, 2003 andl 2@@0as follows:

Year Ended
December 31

$ Change % Change
2003 2002
($ in Millions)
Operating revenu $732.( $523.t $208.t 40%
Operating gair $ 69.1 $ 50.7 $ 18.4 36%
Operating margi 9.4% 9.7% (30) by

Operating revenue increased $208.5 million, or 4@4,732.0 million in 2003, primarily due to inceeal mail-order prescription volume
and increased wholesale drug costs which are paissaeyh to our customers at our PBM, as well asésults of our behavioral health
company, which evolved from our acquisition of PR€havioral Health on June 1, 2002. The increasdt ender prescription volume resuli
from membership increases and additional utilizatbour PBM’s mail-order pharmacy option. Opergtievenue from our behavioral health
business is increasing as we begin to provide thesaces to more of our existing health membetrship

Operating gain increased $18.4 million, or 36%&$&98.1 million in 2003, primarily due to increasedilvorder prescription volume.
Improved behavioral health results due to addifioeaenues from existing health members who wereveded to our internal behavioral
health company during 2003 also contributed to Bitgts increased operating gains. These improvasenoperating gain were partially
offset by start-up and integration expenses aswatigith our dental and vision operations.

Other

Our summarized results of operations for our Ofegiment for the years ended December 31, 2003G0RIgte as follows:

Year Ended
December 31

$ Change % Change
2003 2002
($ in Millions)

Operating revenue from external custon $ 197.¢ $ 189.: $ 8E 4%
Elimination of intersegment revenu (442.%) (299.¢) (143.2) 48%
Total operating revent (245.0 (110.9) (134.%) NM
Operating los: $(147.9) $ (95.9 $ (52.0) 55%

Operating revenue from external customers incre&8esimillion, or 4%, to $197.8 million in 2003,iprarily due to cost reimbursement
activity being reflected in our Medicare adminisita operations. This
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increase was partially offset by the loss of AdrSitaat Federal’s 1-800 Medicare Help Line contrachv@MS. During the fourth quarter of
2002, CMS awarded a new contract for this senace competitor. The transition of the contract walsstantially completed by June 30, 2003.
Elimination of intersegment revenues increased #148llion, or 48%, reflecting additional sales &wyr pharmacy benefit management
company to our Health Care segment.

Operating loss increased $52.0 million, or 55%&(tb47.3) million in 2003, primarily due to additmirtechnology expenses, incentive
compensation not allocated to the operating segressociated with better than expected performanddegal fees and expenses paid in
2003.

VIII.  Critical Accounting Policies and Estimates

We prepare our consolidated financial statementsirformity with U.S. generally accepted accounfnigiciples, or GAAP. Application
of GAAP requires management to make estimates ssuhaptions that affect the amounts reported irconsolidated financial statements and
accompanying notes and within this Management’siBision and Analysis. We consider some of our mgsbrtant accounting policies that
require estimates and management judgment to Ise falicies with respect to liabilities for medigdims payable, income taxes, goodwill i
other intangible assets, investments and retireimemefits, which are discussed below. Our signifiGecounting policies are summarized in
Note 2 to our audited consolidated financial statets for the year ended December 31, 2004 includéds Form 1-K.

Medical Claims Payabl

The most judgmental accounting estimate in our alifsted financial statements is our liability foedical claims payable. At December
31, 2004, this liability was $4,202.0 million arepresented 21% of our total consolidated liabdit/e record this liability and the
corresponding benefit expense for pending claingscdaims that are incurred but not reported, initigdhe estimated costs of processing such
claims. Pending claims are those received by usitiuyet processed through our systems. Liabilfiedoth incurred but not reported and
reported but not yet paid claims are determinedleymy actuarial methods that are commonly usetiéslth insurance actuaries and meet
Actuarial Standards of Practice. Actuarial StandardPractice require that the claim liabilitiesdmequate under moderately adverse
circumstances. We determine the amount of theliialior incurred but not reported claims by followg a detailed actuarial process that en
using both historical claim payment patterns ad agkemerging medical cost trends to project ost bstimate of claim liabilities. Under this
process, historical data of paid claims is fornthtteo claim triangles which compare claim incurdades to the dates of claim payments. This
information is analyzed to create “completion fastdhat represent the average percentage ofitataired claims that have been paid through
a given date after being incurred. Completion fescaye applied to claims paid through the finansiatement date to estimate the ultimate
claim expense incurred for the current period. Adal estimates of claim liabilities are then detigred by subtracting the actual paid claims
from the estimate of the ultimate incurred claims.

For the most recent incurred months, the percerafigiaims paid for claims incurred in those morithgenerally low. This makes the
completion factor methodology less reliable fortsawonths. Therefore incurred claims for recent msrire not projected from historical
completion and payment patterns; rather they asegied by estimating the claims expense for tlseths based on recent claims expense
levels and health care trend levels, or “trenddisct

Because the reserve methodology is based upomib@étmformation, 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 ben
costs and payment speed. Circumstances to be eoadith developing our best estimate of reserveade changes in utilization levels, unit
costs, mix of business, benefit plan designs, plevieimbursement levels, processing system coioverand changes, claim inventory levels,
claim processing patterns and claim submissiorepait A comparison of prior period
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liabilities to re-estimated claim liabilities based subsequent claims development is also considemmaking the liability determination. In
the actuarial process, the methods and assumgtiensot changed as reserves are recalculatechthet the availability of additional paid
claims information drives our changes in theestimate of the unpaid claim liability. To the extappropriate, changes in such developmer
recorded as a change to current period benefitresepe

In addition to the pending claims and incurredettreported claims, the liability for medical ctes payable includes reserves for
premium deficiencies, if appropriate. Premium deficies are recognized when it is probable thaéetgul claims and administrative expenses
will exceed future premiums on existing medicalir@ce contracts without consideration of investngome. Determination of premium
deficiencies for longer duration life and disalilitontracts includes consideration of investmeatine. For purposes of premium deficiencies,
contracts are grouped in a manner consistent withmethod of acquiring, servicing and measuringpitoditability of such contracts.

Management regularly reviews its assumptions reggrolur claims liabilities and makes adjustmentbeaefit expense when necessary.
If it is determined that management’s assumptiegsaurding cost trends and utilization are signifibadifferent than actual results, our income
statement and financial position could be impaatedture periods. Adjustments of prior year estiesamay result in additional benefit expe
or a reduction of benefit expense in the period@djnstment is made. Further, due to the considenadriability of health care costs,
adjustments to claims liabilities occur each quaated are sometimes significant as compared toghécome recorded in that quarter. Prior
year development is recognized immediately uporatiiear’s judgment that a portion of the prior year lidiis no longer needed or that
additional liability should have been accrued. Tdetermination is made when sufficient informatisavailable to ascertain that the re-
estimate of the liability is accurate and will filoictuate significantly with future development.

As described above, the completion factors anditfaators can have a significant impact on thelébility. The following example
provides the estimated impact to our December 824 2inpaid claims liability assuming hypotheticadnges in the completion and trend
factors:

Completion Factor 1 Claims Trend Factor 2
(Decrease) Increase Increase (Decrease) (Decrease) Increase (Decrease) Increase
in Completion in Unpaid Claims in Claim Trend in Unpaid Claims

Factor Liabilities Factor Liabilities

($ in Millions) ($ in Millions)

(3)% $606.0 (3)% $(154.0)

(2)% 395.0 (2)% (103.0)

(1)% 193.0 (1)% (51.0)
1% (185.0) 1% 51.0
2% (363.0) 2% 103.0
3% (533.0) 3% 154.0

1 Assumes (decrease) increase in the completionrgaftiothe most recent four months
2 Assumes (decrease) increase in the claims tremoréafor the most recent two mont

In addition, assuming a hypothetical 1% total défece between our December 31, 2004 estimated sl@bility and the actual claims
paid, net income for the year ended December 314 #uld increase or decrease by $27.3 million evhdsic net income per share would
increase or decrease by $0.18 per share and ditetddcome per share would increase or decrea$e.ly per share.

As summarized below, Note 10 to our audited codatdid financial statements for the year ended Dbeefil, 2004 included in this
Form 10-K provides historical information regarditg accrual and payment of our medical claimslitgpComponents of the total incurred
claims for each year include amounts accrued fomeot year estimated claims expense as well as@a@nts to prior year estimated accruals.
In Note
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10 to our audited consolidated financial statemehtsline labeled “incurred related to prior yéaascounts for those adjustments made to
year estimates. The impact of any reductio“incurred related to prior years” claims may beseffas we establish the estimate of “incurred
related to current year”. Our reserving practiceisonsistently recognize the actuarial best egtnof our ultimate liability for our claims
within a level of confidence required by actuastandards. Thus, only when the release of a pgar geserve is not offset with the same level
of conservatism in estimating the current yearmeswiill the redundancy create a net reductionuiment benefit expense. When we recognize
a release of the redundancy, we disclose the antlanis not in the ordinary course of business.b&@ve we have consistently applied our
methodology in determining our best estimate fqraid claims liability at each reporting date.

A reconciliation of the beginning and ending bakfar medical claims payable for the years endecebBder 31, 2004, 2003 and 200:;
as follows:

2004 2003 2002
(In Millions)

Balances at January 1, net of reinsure $ 1,833.( $ 1,797.. $1,318.¢
Business combinations and purchase adjustn 2,394.. (20.€) 379.
Incurred related tc

Current yea 15,452.( 12,374.. 9,887.¢

Prior years (redundanc (172.9 (226.2) (147.0
Total incurrec 15,280.: 12,148.( 9,740.¢
Paid related tc

Current yea 12,556.. 10,598.. 8,316.¢

Prior years 2,781.. 1,493.: 1,325.:
Total paid 15,337.! 12,091.( 9,641.°
Balances at December 31, net of reinsur: 4,170.: 1,833.( 1,797..
Reinsurance recoverables at Decembe 31.¢ 8.7 2.8
Balances at December 31, gross of reinsurance eegoles $ 4,202.( $ 1,841, $1,800.(
Current year paid as a percent of current yeariad 81.3% 85.6% 84.1%
Prior year incurred redundancies in the curreniopesis a percent of prior year incurred cla 1.4% 2.3% 1.9%

Amounts incurred related to prior years vary frorayiously estimated liabilities as the claims atenately settled. Liabilities at any ye
end are continually reviewed and re-estimated fasrimation regarding actual claims payments, or utnbecomes known. This information is
compared to the originally established year entullitg. Negative amounts reported for incurred tethto prior years result from claims being
settled for amounts less than originally estimaféee redundancy of $172.4 million shown in the ¢aditbove and in Note 10 to our audited
consolidated financial statements for the year ériglecember 31, 2004, represents an estimate basgaic claim activity from January 1,
2004 to December 31, 2004. Medical claim liabititare usually described as having a “short tailiichh means that they are generally paid
within several months of the member receiving serfiom the provider. Accordingly, the majority, aproximately 81%, of the $172.4
million redundancy relates to claims incurred itecdar year 2003, with the remaining 19% relateddams incurred in 2002 and prior.

We calculate the percentage of prior year reduridarie the current period to total incurred clairesorded in each prior year in order to
demonstrate the development of the prior year veseiThis metric was 1.4% for 2004, 2.3% for 2008 &4.9% for 2002. The 2.3% ratio for
2003 was impacted by having only five months otimed claims in 2002 related to the former Trigoeakthcare, Inc. If the former Trigon
Healthcare, Inc. had been included for the fullny2@02, the ratio would have been approximatel§@f6r 2003. For the
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year ended December 31, 2004, the metric was IT#%.ratio is calculated using the redundancy af254 million, shown above, whic
represents an estimate based on paid claim actieity January 1, 2004 to December 31, 2004.

The ratio of current year paid as a percent ofentryear incurred was 81.3% for 2004, 85.6% for@hd 84.1% for 2002. The 2004
ratio was impacted by having only one month of imed and paid claims during 2004 for the former WHNhe former WHN had not been
included during 2004, the adjusted ratio would hiagen approximately 87.3% for 2004. The adjustdit2@tio compared to the 2003 ratio
indicates that we are paying claims faster. Theemee is primarily attributable to improved proessand electronic connectivity with our
provider networks. The result of these changes isrdnanced ability to adjudicate and pay claimsengiickly. To illustrate this point, using
the adjusted 2004 ratio, 87.3% of current yearrirgzliclaims were paid in the same period as indyas compared to 85.6% for the same
period in 2003. Hence, the payment patterns in 268dlted in acceleration of approximately $236illion, as compared to 2003 payment
patterns.

The following table shows the variance between fotairred as reported in the above table for ef&@003 and 2002 and the incurred
claims for such years had it been determined ne¢r@is/ely (computed as the difference between “iredirelated to current year” for the year
shown and “Incurred related to prior years” for tmenediately following year):

2003 2002
(In Millions)
Total incurred as reporte $12,148.( $9,740.¢
Retrospective bas 12,201.¢ 9,661.
Variance $ (539 $ 79z
Variance to total incurre (0.9% 0.8%

Management expects that substantially all of theelbgment of the 2004 estimate of medical claimsapée will be known during 2005.
This table shows that the Company’s estimatesisfitibility have approximated the actual developtne

Income Taxes

We account for income taxes in accordance witheBtant of Financial Accounting Standards No. J8&;ounting for Income Taxes
This standard requires, among other things, tharagprecognition of deferred tax assets and defdax liabilities. Such deferred tax assets
and deferred tax liabilities represent the taxafté temporary differences between financial réipgrand tax reporting measured at tax rates
enacted at the time the deferred tax asset ofitialsi recorded. A valuation allowance must beabished for deferred tax assets if it is “more
likely than not” that all or a portion may be unized. Our judgment is required in determining @p@priate valuation allowance.

At each financial reporting date, we assess thquaty of the valuation allowance by evaluating eafobur deferred tax assets based on
the following:
. the types of temporary differences that createdi#ferred tax asse

. the amount of taxes paid in prior periods and awéel for a carry-back claim;
. the forecasted future taxable income and therdiloety future deduction of the deferred tax itempl

. any significant other issues impacting the likadglization of the benefit of the temporary diffezes.

During 2004, 2003 and 2002, the valuation allowateereased by $33.8 million, $81.9 million and $21@illion, respectively. The
2004 and 2003 reductions resulted from utilizirtgralative minimum tax, or AMT,
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credits and net operating losses on our federahictax return for which we had a deferred taxtasgh a corresponding valuation allowan
As deferred tax assets related to those deductienavailable for use in the tax return, a valuati@s no longer required and was reduced.
decrease in the valuation allowance in 2004 wasgligroffset by an additional $5.6 million relatédl Indiana state taxes, as discussed below.
During 2002 it was determined that the only iteeguiring a valuation allowance were those thatediathe anticipation of future taxable
income. This determination was due to the levelsxédble income reported in our 2001 tax returogine generated during 2002 and taxable
income expected in future periods.

During 2004, 2003 and 2002, we recorded addititaaliabilities of $44.1 million, $81.9 million anBb7.2 million, respectively. These
amounts offset the reduction in valuation allowandiscussed above. These additional liabilitiesewecorded for uncertainty on several tax
issues, including uncertainty arising from the latklear guidance from the Internal Revenue Sernac IRS, on various tax issues relating to
our conversion from tax exempt to tax paying staluging 2002, the remainder of the decrease irvéheation allowance was offset by a
reduction of goodwill of $18.0 million and alsoeduction in tax expense of $37.2 million, which tiduted to a reduced effective tax rate of
31.6% for the year ended December 31, 2002.

As a result of legislation enacted in Indiana orréhal6, 2004, we recorded deferred tax assetsialpitities, with a corresponding net !
benefit in our income statement of $44.8 million$6.29 per basic share and $0.28 per diluted sfarthe year ended December 31, 2004.
The legislation eliminated the creation of tax @®desulting from the payment of future assessmtmthe Indiana Comprehensive Health
Insurance Association, or ICHIA. ICHIA is Indiandigyh-risk health insurance pool. Our historicaHI@ assessment payments far exceeded
our Indiana income tax liability. Thus, the recdgmi of a state deferred tax asset was not waraatea future Indiana tax liability was
unlikely. Under the new legislation, ICHIA tax cieddare limited to any unused ICHIA assessment pdit to December 31, 2004. FAS 109
requires that deferred assets or liabilities bal#isthed in the period a change in law is enadthdse deferred tax assets and liabilities reflect
temporary differences, net operating loss carryéods and tax credits relating to our Indiana incéaxefilings. Following guidance in FAS
109, a valuation allowance of $5.6 million was bthed for the portion of the deferred tax assich we believe will likely not be utilized.
There is no carryforward limitation on the tax dte@nd the net operating loss carryforwards daoegiin to expire until 2018. We believe we
will have sufficient taxable income in future yetooffset these carryforwards; therefore, no aolditl valuation allowance was recorded.

We, like other companies, frequently face challenfgem tax authorities regarding the amount of sackee. These challenges include
guestions regarding the timing and amount of dedustthat we have taken on our tax returns. Inuatalg any additional tax liability
associated with various positions taken in ourréurn filings, we record additional tax liabilityr potential adverse tax outcomes. Based on
our evaluation of our tax positions, we believehage appropriately accrued for exposures. To thenéxve prevail in matters we have accr
for, our future effective tax rate would be reduesd net income would increase. If we are requiogehy more than accrued, our future
effective tax rate would increase and net incomaliidecrease. Our effective tax rate and net inconaay given future period could be
materially impacted.

In the ordinary course of business, we are reguartlited by federal and state authorities, anahftime to time, these audits result in
proposed assessments. The IRS completed its exi@onid our 1999 and 2000 federal tax returns afthurth quarter of 2004. We negotiated
the settlement of a number of proposed audit amjeists to which we agree that resulted in an additi&3.7 million of income tax for the 19
and 2000 years, which was paid in the fourth quaft€004. We plan to pursue an administrative appefore the IRS relating to examination
findings with which we do not agree. We believe tax positions comply with applicable tax law antend to defend our positions vigorously
through the IRS appeals process. We believe we &deguately provided for any reasonable foreseealtitome related to these matters.
Accordingly, although their ultimate resolution m@guire additional tax payments, we do not anditdny material impact to earnings from
these matters. The IRS began an examination 2@t and 2002 tax returns in November 2004.
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For additional information, see Note 14 to our &edliconsolidated financial statements for the pealed December 31, 2004 included in
this Form 10-K.

Goodwill and Other Intangible Assets

Our consolidated goodwill at December 31, 2004 $&%017.9 million and other intangible assets v&211.6 million. The sum of
goodwill and intangible assets represents 46% pfatal consolidated assets and 94% of our coras@itishareholdergquity at December 3
2004.

We follow Statement of Financial Accounting Stamt$alNo. 141Business Combinationsand Statement of Accounting Standards No.
142,Goodwill and Other Intangible Asset§AS 141 specifies the types of acquired intamgéssets that are required to be recognized and
reported separately from goodwill. Under FAS 14&ydwill and other intangible assets (with indefiritves) are not amortized but are tested
for impairment at least annually. We completedanmual impairment tests of existing goodwill andestintangible assets (with indefinite
lives) for each of the years ended December 314,22003 and 2002 and based upon these tests wenbaireurred any impairment losses
related to any goodwill and other intangible aséstth indefinite lives).

On November 30, 2004, we completed our merger WiHN and purchased 100% of the outstanding comnuasksif WHN. In
accordance with FAS 141, we allocated the purchase to the fair value of assets acquired, ingigdintangible assets, and liabilities
assumed. This allocation process included the wewoferelevant information about the assets andliiegs, independent appraisals and other
valuations to determine the fair value of assetgimed and liabilities assumed. The preliminarpedition resulted in $7,579.6 million of non-
tax deductible goodwill and $7,046.0 million of rdéiable intangible assets. The purchase priagcaltion is preliminary and additional
refinements may occur, including the completioffiiwdl third-party valuations of certain intangitdssets.

On July 31, 2002, we completed our purchase of 16Dte outstanding stock of Trigon Healthcare, Incaccordance with FAS 141,
we allocated the purchase price to the fair vafieseets acquired, including intangible assets liabdities assumed. This allocation process
included the review of relevant information abcw tissets and liabilities, independent appraisalother valuations to determine the fair
value of assets acquired and liabilities assumkd.allocation resulted in $2,146.1 million of n@xdeductible goodwill and $1,172.7 million
of identifiable intangible assets.

While we believe we have appropriately allocatesifghrchase price of our acquisitions, this allamratequires many assumptions to be
made regarding the fair value of assets and lteslacquired. In addition, the annual impairmestihg required under FAS 142 requires us to
make assumptions and judgments regarding the estinfiair value of our goodwill and intangibles. 8ussumptions include the discount
factor used to determine the fair value of a répgrtinit, which is ultimately used to identify pat@al goodwill impairment. Such estimated {
values might produce significantly different resuftother reasonable assumptions and estimates tewdre used. Because of the amounts of
goodwill and other intangible assets included in@ansolidated balance sheet, the impairment aisalysignificant. If we are unable to
support a fair value estimate in future annual gathdmpairment tests or if significant impairmeintdicators are noted relative to other
intangible assets subject to amortization, we neayelguired to record impairment losses againstéufcome.

For additional information, see Note 4 to our aeditonsolidated financial statements for the yaded December 31, 2004 included in
this Form 10-K.

Investments

Investment securities were $13,586.9 million at@rber 31, 2004 and represented 34% of our totalalimlated assets at December 31,
2004. In accordance with Statement of Financialodoting Standards No.
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115,Accounting for Certain Investments in Debt and Bg8kecuritiespur fixed maturity and equity securities are clfisdias “available-for-
sale” securities and are reported at fair value .Hadee determined that all investments in our pbdfaevith the exception of certain securities
held for contractual or regulatory purposes, amdlalle to support current operations, and accgigirhave classified such securities as cu
assets. Investment income is recorded when eaanedealized gains or losses, determined by spedéntification of investments sold, are
included in income when the securities are sold.

In addition to current available-for-sale investrinsecurities, we held longrm investments of $748.1 million, or 2% of tatahsolidate:
assets, at December 31, 2004. These long-termtineass consist primarily of restricted assets,aterequity securities and other investments,
including investments on deposit with regulatorgrgjes. Due to their restricted nature, these invests are classified as long-term without
regard to contractual maturity dates.

An impairment review of securities to determindetlines in fair value below cost are other-thangerary is subjective and requires a
high degree of judgment. We evaluate our investraeatrrities on a quarterly basis, using both qtegtivé and qualitative factors, to determine
whether a decline in value is other than tempor@unch factors considered include the length of tme the extent to which a securgtyharke
value has been less than its cost, financial caomdénd near term prospects of the issuer, recordatems of investment advisors, and
forecasts of economic, market or industry trenflany declines are determined to be other than ¢eanp, we charge the losses to income v
that determination is made. The current economiirenment and recent volatility of securities maskimcrease the difficulty of determining
fair value and assessing investment impairment.stinee influences tend to increase the risk of piailedmpairment of these assets. We
recorded charges for other-than-temporary impaitroésecurities of $0.8 million, $24.4 million a®8.1 million, respectively, for the years
ended December 31, 2004, 2003 and 2002. Duringgaeended December 31, 2003, we recorded a $2Ali@ncharge for other-than-
temporary impairment of our equity securities, @ity due to the length of time that the securitfag value had been less than cost.

Management believes it has adequately reviewetifpairment and that its investment securities areied at fair value. However, over
time, the economic and market environment may pieaidditional insight regarding the fair value eftain securities, which could change
management’s judgment regarding impairment. Thidcccesult in realized losses relating to othemttemporary declines being charged
against future income.

A summary of current available-for-sale investmenith unrealized losses as of December 31, 200dgaldth the related fair value,
aggregated by the length of time that investmeat®&tbeen in a continuous unrealized loss positsoas follows:

Less than Twelve Months
Twelve Months or More Total

Gross Gross Gross

Fair Unrealized Fair Unrealized Fair Unrealized

Value Losses Value Losses Value Losses

(In Millions)
Fixed maturity securitie:
United State:

Government securitie $ 8092 $ 24 $ — $ — $ 809.2 $ 24
Obligations of states and political subdivisic 902.2 10.€ 56.2 11 958.t 11.7
Corporate securitie 1,363.: 8.4 26.t 0.7 1,389.¢ 9.1
Mortgage-backed securitie 750.2 3.€ 53.4 1.C 803.¢ 4.€
Total fixed maturity securitie 3,824, 25.C 136.2 2.8 3,960.¢ 27.¢

Equity securitie: 82.t 3.3 — — 82.t 3.3
Total $3,907.. $ 28.Z $136.2 B 28 $4,043.: $ 31.1



The Company’s fixed maturity investment portfolosiensitive to interest rate fluctuations, whiclpact the fair value of individual
securities. Unrealized losses reported above wimeaply caused by the effect of a rising intenege environment on certain securities with
stated interest rates currently below market ratee. Company currently has the ability and interttald these securities until their full cost
can be recovered. Therefore, the Company doesatiev/b the unrealized losses represent an othertdraporary impairment as of December
31, 2004.

The Company participates in securities lending o whereby marketable securities in its investrertfolio are transferred to
independent brokers or dealers based on, amongtbihgs, their creditworthiness in exchange fdtateral initially equal to at least 102% of
the value of the securities on loan and is theeeaftaintained at a minimum of 100% of the markéte®f the securities loaned. The market
value of the securities on loan to each borrowemnasitored daily and the borrower is required thvée additional collateral if the market val
of the collateral falls below 100% of the markeluxeaof the securities on loan. Under the guidamoiged in FAS 140Accounting for
Transfers and Servicing of Financial Assets andrigxtishments of Liabilitiesthe Company recognizes the collateral as an assetr
“securities lending collateral” on its balance dtea®d the Company records a corresponding liakfilitythe obligation to return the collateral to
the borrower under “securities lending payable”.

Through our investing activities, we are exposefinancial market risks, including those resultingm changes in interest rates and
changes in equity market valuations. We managentimet risks through our investment policy, whishablishes credit quality limits and
limits of investments in individual issuers. Ineffi’e management of these risks could have an itrgraour future earnings and financial
position.

We have evaluated the impact on the fixed matyatgfolio’s fair value considering an immediate 100 basiatpgiange in interest rat
A 100 basis point increase in interest rates woeddlt in an approximate $476.7 million decreaskinvalue, whereas a 100 basis point
decrease in interest rates would result in an aqpete $466.7 million increase in fair value. Annmadiate 10% decrease in each equity
investment’s value, arising from market movemertuld result in a fair value decrease of $117.3iamill Alternatively, an immediate 10%
increase in each equity investment’s value, attable to the same factor, would result in a falugancrease of $117.3 million.

For additional information, see Part Il, Item 7Atbis Form 10-K, “Quantitative and Qualitative Ossures about Market Riskind Note
5 to our audited consolidated financial stateméstthe year ended December 31, 2004 includedignRbrm 10-K.

Retirement Benefit:
Pension Benefits

We sponsor defined benefit pension plans for oyleyees, including plans sponsored by WHN priath® merger. These plans are
accounted for in accordance with FAS Bmployers’ Accounting for Pensionwhich requires that amounts recognized in finalngfatements
be determined on an actuarial basis. As permityelASS 87, we calculate the value of plan assetscfileed below). Further, the effects on our
computation of pension expense from the performafitee pension plans’ assets and changes in pehahilities are amortized over future
periods. We use a September 30 measurement datetéomining benefit obligations and fair valugtdn assets. Plans sponsored by pre-
merger WHN, which have historically used a Decen3demeasurement date, will begin using a Septe@beneasurement date in 2005. The
effective rates discussed below are based on ahtegigaverage of all the plans and include the effeasing two measurement dates.

An important factor in determining our pension exgeis the assumption for expected long-term retarplan assets. As of our last
measurement date, we selected an expected raeuaf pn plan assets of 8.00% (consistent with%.68r 2004 expense recognition). We use
a total portfolio return analysis in the developien
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of our assumption. Factors such as past markednpeahce, the long-term relationship between fixedurity and equity securities, interest
rates, inflation and asset allocations are constlar the assumption. The assumption includes timate of the additional return expected
from active management of the investment portfdfieer data and historical returns are also revidaregppropriateness of the selected
assumption. The expected long-term rate of retuaiculated by the geometric averaging methodghvbalculates an expected multi-period
return, reflecting volatility drag on compound nets. We believe our assumption of future returneésonable. However, if we lower our
expected long-term return on plan assets, futunéribmitions to the pension plan and pension expemsgd likely increase.

This assumed longerm rate of return on assets is applied to a tatled value of plan assets, which recognizes chwaimghe fair value ¢
plan assets in a systematic manner over three.yBaissproduces the expected return on plan atsatss included in the determination of
pension expense. The difference between this eegeeturn and the actual return on plan assewsfésréd and amortized over the average
remaining service of the workforce as a componépeasion expense. The net deferral of past asses$ gr losses affects the calculated value
of plan assets and, ultimately, future pension egpe

The discount rate reflects the current rate at vttie pension liabilities could be effectively kdtat the end of the year based on our
measurement dates. The weighted average discdarforall plans is 5.83%, which was developed gisitbenchmark rate of the Moody’s Aa
Corporate Bonds index. Changes in the discouns @ater the past three years have not materialgctdtl pension expense, and the net effect
of changes in the discount rate, as well as theffiett of other changes in actuarial assumptiomsexperience, have been deferred and
amortized as a component of pension expense irrgamoce with FAS 87.

In managing the plan assets, our objective is ta Esponsible fiduciary while minimizing financiék. Plan assets include a diversified
mix of investment grade fixed maturity securitiesl &quity securities across a range of sectordeaeds of capitalization to maximize the
long-term return for a prudent level of risk.

In addition to producing a reasonable return, tivestment strategy seeks to minimize the volatifitthe Company’s expense and cash
flow. Over time, the Company has increased theturand allocation of fixed maturity securitiesnhmre closely match the sensitivity of plan
assets with the plan obligations.

As of our measurement dates, we had approxima@8ly &f plan assets invested in equity securitie%p #0fixed maturity securities and
2% in other assets. Approximately $10.0 million]ess than 1%, of plan assets were invested inR@elt common stock as of December 31,
2004.

At December 31, 2004, our consolidated net prepaition asset was $198.7 million, a decrease fi268.8 million at December 31,
2003. The decrease was primarily due to lower fogdimounts and the addition of underfunded accpeedion benefit liabilities acquired
from WHN during 2004 as compared to 2003. We funaigdcash balance pension plans in the amount@b$illion during 2004 and $11¢
million during 2003. For the year ending DecemhbkrZ005, the Company does not expect any requosttibutions under ERISA. The
Company may elect to make discretionary contrimgiop to the maximum amount deductible for incoaxepurposes.

For the years ended December 31, 2004, 2003 arit] 2@0recognized consolidated pretax pension expeh$40.8 million, $21.3
million, and $14.3 million, respectively.

Other Postretirement Benefits

We provide most employees certain life, medicaiori and dental benefits upon retirement. We usews actuarial assumptions
including a discount rate and the expected trerftbalth care costs to estimate the costs and betdfjations for our retiree benefits. We
recognized a postretirement benefit liability oB$3 million at December 31, 2004.
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At our last measurement dates, the weighted aveliageunt rate was 5.87%, developed using a berhrate of the Moody’s Aa
Corporate Bonds index.

The assumed health care cost trend rates usedasunecthe expected cost of other benefits is 9.0%005 with a gradual decline to
5.15% by the year 2009. These estimated trend aagesubject to change in the future. The healté cast trend assumption has a significant
effect on the amounts reported. For example, ar@se in the assumed health care cost trend rateegiercentage point would increase the
postretirement benefit obligation as of December2BD4 by $36.0 million and would increase serdnd interest costs by $3.0 million.
Conversely, a decrease in the assumed health estrérend rate of one percentage point would deeré@e postretirement benefit obligatior
$30.0 million as of December 31, 2004 and wouldel@ee service and interest costs by $2.5 million.

See “New Accounting Pronouncements” below for désian of Financial Accounting Standards Board Safition 106-2Accounting
and Disclosure Requirements Related to the MediPaescription Drug, Improvement and Modernizaticst &f 2003.

For additional information regarding retirement éfits, see Note 17 to our audited consolidatechfired statements for the year ended
December 31, 2004 included in this Form 10-K.

New Accounting Pronouncemen

In December 2004, the Financial Accounting Stansl&uiard, or FASB, issued Statement of Financialodating Standards No. 123
(revised 2004)Share-Based PaymefiEAS 123R”"). FAS 123R eliminates the alternatigeuse the intrinsic method of accounting under
Accounting Principles Board Opinion No. 2&ccounting for Stock Issued to Employ€@$B 25”), and requires all share-based paymemts t
employees, including grants of employee stock ogtito be recognized in the income statement basekeir fair values. Pro forma disclos
is no longer an alternative. FAS 123R will be efifee for us on July 1, 2005. The impact of adoptionour financial position or results of
operations has not yet been determined. See Ndie di?r audited consolidated financial statememttided in this Form 10-K for our current
disclosures of pro forma stock compensation expense

In November 2003, the FASB’s Emerging Issues Taskéd (“EITF"), as part of its discussion surrourgdlBITF Issue No. 03-TThe
Meaning of Othe-than-Temporary Impairment and its Application ter@in Investment§'EITF 03-1"), reached a consensus to require gerta
year end quantitative and qualitative disclosulemitithe unrealized losses from debt and equityrgtexs, and managemes conclusion that
any impairment is temporary. The required disclesuare required to include quantitative informaadout (1) the aggregate amount of
unrealized losses and (2) the aggregate relateddhies of investments with unrealized losses,sarnzed by the time period during which
investment has been in an unrealized loss posiiea.“Critical Accounting Policies and Estimatdsavestments” above and Note 5 to our
audited consolidated financial statements includetis Form 10-K for these required disclosures.

In September 2004, the FASB issued FASB Staff Posfi3-1-1,The Meaning of Other-Thafiemporary Impairment and Its Applicati
to Certain Investmeni{§FSP 03-1-1"), which delayed the effective datetfee recognition and measurement guidance of B3, as
contained in paragraphs 10-20, until certain im@etation issues are addressed. The disclosurereetgmts of the consensus, as described in
the preceding paragraph, remain in effect. FSP-Q3€quires entities to continue applying relevarier-than-temporary” guidance to
determine if an impairment exists. As describetlritical Accounting Policies and Estimates — Invasnts” above, we believe we have
adequately reviewed for impairment and that ouegtment securities are carried at fair value.

The Medicare Prescription Drug, Improvement and &taization Act of 2003 became law in December 2808 expanded Medicare,
primarily adding a prescription drug benefit for leare-eligible retirees starting
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in 2006. We anticipate that the benefits we pad@6 and beyond will be lower as a result of the Medicare provisions. FASB Staff
Position 106-2Accounting and Disclosure Requirements Relatetedvtedicare Prescription Drug, Improvement and Modgtion Act of
2003(“FSP 106-2"), was issued in May 2004. FSP 10643ctvsupersedes FSP 106-1, provides accountinggoédfor employers that
sponsor postretirement health care plans that geomiescription drug benefits where the companycbasluded that prescription drug bene

to “some or all participants for some or all futyesars are actuarially equivalent to Medicare Barand will receive the subsidy available
under the Act. The FSP also provides disclosureirements about the effects of the subsidy for camms that offer prescription drug benefits
but have not yet determined whether they are aellygequivalent to Medicare Part D. We have defagd that our prescription drug benefits
are actuarially equivalent to Medicare Part D. Ashs we accounted for the impact of FSP 208 required in the quarter ended Septembe
2004, using the prospective method. The impactiopting FSP 106-2, while accretive to earnings, m@smnaterial to our consolidated
financial statements.

There were no other new accounting pronouncemssied during 2004 that had a material impact orinancial position, operating
results or disclosures.

IX. Liquidity and Capital Resources
Introduction

Our cash receipts consist primarily of premiumsnanistrative fees, investment income, other revepoeceeds from the sale or matu
of our investment securities, proceeds from bomgsj and proceeds from exercise of stock optiodsoan employee stock purchase plan.
Cash disbursements result mainly from claims paysyeaministrative expenses, taxes, purchase ektment securities, interest expense,
payments on long- term borrowings, capital expemdg and repurchase of our common stock. Caslowstfiluctuate with the amount and
timing of settlement of these transactions. As sadly future decline in our profitability would ky have some negative impact on our
liquidity.

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

A substantial portion of the assets held by ouulagd subsidiaries are in the form of cash antl egsivalents and investments. After
considering expected cash flows from operatingvdiets, we generally invest cash that exceeds ear term obligations in longer term
marketable fixed maturity securities, to improve ouerall investment income returns. Our investngtrategy is to make investments
consistent with insurance statutes and other regylaequirements, while preserving our asset b@se.investments are available for sale to
meet liquidity and other needs. Excess capitahid pnnually in the form of dividends by subsidéarto their respective parent companies for
general corporate use, as permitted by applicagelations.

The availability of financing in the form of deht equity is influenced by many factors including quofitability, operating cash flows,
debt levels, debt ratings, contractual restrictioagulatory requirements and market conditions.Halee access to a $2.0 billion commercial
paper program supported by $2.5 billion of revodvaredit facilities, which allow us to maintain flaer operating and financial flexibility.

Liquidity—Year Ended December 31, 2004 Compared to Year Bridecember 31, 2003

During 2004, net cash provided by operating adtisitvas $1,303.2 million, as compared to $1,159lBomin 2003, an increase of
$144.2 million. The increase resulted from improwed income, including the impact of our mergetviHN, partially offset by a decline in
cash from changes in operating assets and ligsili©ur decline in cash from changes in operatisgta and liabilities included the impact of
long-term compensation payments of approximate3%1 million made during 2004 that had been accrugxior years.
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Net cash provided by operating activities for 200luded one month of WHN cash flow activity followg the merger. WHN reported net ci
provided by operating activities of $972.6 millitor the nine months ended September 30, 2004.

Net cash used in investing activities was $2,373lBon in 2004, compared to cash used of $1,128ilHon in 2003, an increase in cash
used of $1,244.7 million. The table below outlities changes in investing cash flow between theytsaos (in millions):

Increase in net purchases of subsidie $2,233.:
Decrease in net purchases of investm (999.9
Increase in net purchases of property and equip 26.4
Proceeds from settlement of cash flow hec (15.7)

Total increase in cash used in investing activ $1,244.

The purchase of investment securities in 2004 @eseic from 2003 as operating cash was retainetiédMHN merger. The increase in
2004 subsidiary purchases resulted primarily fromuse of cash for the WHN merger, as comparednomal activity in 2003. The increase
net property and equipment purchases included amghof cash outflows for the pre-merger WHN cormigan

Net cash provided by financing activities was $3,@@million in 2004 compared to cash used in finag@ctivities of $260.2 million in
2003. Financing activity related to the merger WithIN, as described below, contributed to the insedga cash provided by financing
activities.

Effective with the WHN merger, the board of direstauthorized an increase in our commercial papsgram from $1,000.0 million to
$2,000.0 million. In December 2004, we initiallyrbmved $1,500.0 million under this commercial papergram, which was used to repay a
portion of our senior credit facilities which wersed at the date of the WHN merger to completérdresaction. As of December 31, 2004,
$793.2 million of commercial paper remained outding.

On December 9, 2004, we issued $300.0 million 868% Notes due 2007, $300.0 million of 4.250% Nales 2009, $500.0 million of
5.000% Notes due 2014 and $500.0 million of 5.9908tes due 2034. Net proceeds from this offeringevagproximately $1,583.7 million
after deducting the initial purchasers’ discourd astimated offering expenses. Proceeds from thetes were used to repay borrowings
outstanding under our bridge loan and five yeaditfacility, which were used at the date of the Whherger to complete the transaction. In
addition, a portion of the proceeds were usedd fhe tender offer to purchase subsidiary sunptiiss. The remainder of the proceeds was
used to repay amounts outstanding under our coniah@aper program described above.

During 2004, we received $159.0 million of proce&dsn the issuance of common stock related to ¥eeoése of stock options and our
employee stock purchase program. These proceedsoffset by $82.2 million of cash used to repurehasr common stock.

During 2003, $217.2 million was used to repurchmsecommon stock. In addition, $100.0 million wasd to fund the payment of ser
guaranteed notes, which matured on July 15, 2008sd payments were offset by $57.0 million of pegisefrom the issuance of common st
related to the exercise of stock options and oyleyee stock purchase program.

Liquidity—Year Ended December 31, 2003 Compared to Year Hridecember 31, 2002

During 2003, net cash flow provided by operatintivittes was $1,159.0 million, as compared to $39illion in 2002, an increase of
$164.9 million. The increase resulted from improwet income, including the

58



impact of our July 31, 2002 acquisition of Trigoeafthcare, Inc. (“Trigon”), offset by a declineaperating cash flow from our operating
assets and liabilities. The decline in cash fromrafing assets and liabilities primarily resulteshf increases in receivables resulting from
growth in our revenue base, payment for resolutiioa litigation matter and higher incentive paynsetdiring 2003 as compared to 2002.

Net cash flow used in investing activities was 29,2 million in 2003, compared to cash used of $4.4 million in 2002, a decrease in
cash used of $285.7 million. The table below oesithe changes in investing cash flow betweenwbeyears (in millions):

Decrease in net purchases of subsidie $(782.7)
Increase in net purchases of investm: 504.7
Decrease in net purchases of property and equip (8.3

Total decrease in cash used in investing activ $(285.%)

The purchase of investment securities increasepasting cash was invested and cash balance®yeldr investment managers was
reduced. The decrease in subsidiary purchaseda@suimarily from minimal activity in 2003 vers@902, which included our Trigon
acquisition. The decrease in net property and egeiift purchases was nominal.

Net cash flow used in financing activities was $26@illion in 2003 compared to cash provided byfining activities of $709.3 million
in 2002. During 2003, $217.2 million was used fourchase our common stock. In addition, $100.0ionilvas used to fund the payment of
senior guaranteed notes, which matured on Juld®3. These payments were offset by $57.0 millioproceeds from the issuance of
common stock related to the exercise of stock apgtemd our employee stock purchase program.

During 2002, proceeds of $938.5 million were reedifrom the issuance of senior notes used to fysatton of the Trigon acquisition.
In addition, $31.1 million was received from theuance of common stock due to the exercise of siptikns and from our employee stock
program. Offsetting these amounts was $256.2 millised to repurchase shares of common stock ahd#lion used for costs related to the
issuance of shares for the Trigon acquisition.

Financial Condition

We maintained a strong financial condition anditiéy position, with consolidated cash, cash egl@rts and investments, including
longterm investments, of $15.8 billion at DecemberZ104. Since December 31, 2003, total cash, caskaents and investments, includi
long-term investments, increased by $8.3 billiaimmprily resulting from our merger with WHN.

Many of our subsidiaries are subject to variousaegprnent regulations that restrict the timing anaant of dividends and other
distributions that may be paid to their respecpigeent companies. Also, in connection with the WitdBrger, the Company and certain of our
subsidiaries in California and Georgia executedeutadkings with the California Department of Managiehlth Care, the California
Department of Insurance and the Georgia Departofdnsurance which contained various commitmemslpuiding the commitment to provide
$61.5 million of support for health benefit progrmm those states. Additional undertakings incliderequirement to maintain certain capital
levels at those subsidiaries. During 2004, we keek1,097.7 million of dividends from our subsit#a. At December 31, 2004, we held at
parent company approximately $207.3 million of oansolidated $15.8 billion of cash, cash equival@md investments, which is available
general corporate use, including investment inbauginesses, acquisitions, share and debt repuchaddnterest payments.

Our consolidated debt-to-total capital ratio (cédoed as the sum of debt divided by the sum of galst shareholders’ equity) was 18.5%
as of December 31, 2004 and 21.7% as of Decemb@08B.
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Our senior debt is rated “BBB+” by Standard & Pspl’A-" by Fitch, Inc., “Baal” by Moody’s Invest@ervice, Inc. and “a-" by AM
Best Company, Inc. We intend to maintain our sedabt investment grade ratings. A significant doraag in our debt ratings could adversely
affect our borrowing capacity and costs.

Future Sources and Uses of Liquidity

On November 19, 2004, we entered into new seniarivang credit facilities with certain of our lende The new facilities include a
$1,000.0 million facility which expires on NovemI#9, 2005 and a $1,500.0 million facility which Wwitature on November 30, 2009. These
facilities replaced our $600.0 million revolvingedit facility which was set to mature on June ZB)®2and the $400.0 million revolving
facility, which would have matured on November 80@. Our ability to borrow under these new fa@htis subject to compliance with certain
covenants. As of December 31, 2004, there weramauats outstanding under these facilities and we\irecompliance with all covenants.
These revolving credit facilities support our comaied paper program described in the next paragrApl borrowings under the commercial
paper program will reduce the availability undes thvolving credit facilities.

Effective upon the merger with WHN, the board a&diors authorized an increase in our commercig¢pprogram from $1.0 billion to
$2.0 billion. Proceeds from any issuance of commépaper may be used for general corporate pugpaseluding the repurchase of our debt
and common stock. Commercial paper notes are ghwntsenior unsecured notes, with a maturity neiximeed 270 days from date of issua
When issued, the notes bear interest at currerkeheates. There were $793.2 million of borrowingsstanding under this commercial paper
program as of December 31, 2004

On December 18, 2002, we filed a shelf registratiith the Securities and Exchange Commission tsteigany combination of debt or
equity securities in one or more offerings up taggregate amount of $1.0 billion. Specific infotima regarding terms of the offering and the
securities being offered will be provided at thadiof the offering. Proceeds from any offering Wi used for general corporate purposes,
including the repayment of debt, capitalizatioroof subsidiaries or the financing of possible asitjons or business expansion. During Aug
2004, $200.0 million of 3.500% Notes due 2007 wesaed under the shelf registration. As of Decen3lie2004, Anthem had $800.0 million
of the shelf registration capacity remaining.

As discussed in “Financial Condition” above, mafipor subsidiaries are subject to various goverrtmegulations that restrict the
timing and amount of dividends and other distribns that may be paid. Based upon these requirenveatare currently estimating
approximately $1.2 billion of dividends to be p&idhe parent company during 2005.

During December 2004, we completed a tender off@urchase subsidiary surplus notes from the hs)derd purchased $258.0 million
of 9.125% notes due 2010 and $174.9 million of 8%Motes due 2027. Future interest payments oe fhations of the notes will be paid by
the subsidiary to the parent company, and are ¢sgéa be approximately $39.2 million annually.

In 2003, the board of directors authorized us purehase up to $500.0 million of stock under a progthat would have expired in
February 2005. Under this program, repurchaseshmaagade from time to time at prevailing prices,jeatbto certain restrictions on volume,
pricing and timing. We purchased 1.0 million sharEeur common stock during the year ended Decer@bgP004, at a cost of $82.3 million.
We purchased nearly 3.4 million shares of our comstock during the year ended December 31, 2008¢ast of $217.2 million. On October
25, 2004, the board of directors authorized anease of $500.0 million to the program and exteridecexpiration date until February 2006.
of December 31, 2004, we had $700.5 million of atitation remaining under this program.

During the year ended December 31, 2004, we fuadktD.0 million tax deductible discretionary cootition to our cash balance pen:
plan. Our current funding strategy is to fund aroant at least equal to

60



the minimum required funding as determined undelS2Rwith consideration of factors such as the munimpension liability requirement and
maximum tax deductible amounts. We may elect toenti&cretionary contributions, including on a gadyt basis, up to the maximum amount
deductible for income tax purposes.

Contractual Obligations and Commitments
Our estimated contractual obligations and commitsias of December 31, 2004 are as follows:

Payments Due by Period

Contractual Obligations Less thar More than
and Commitments (In Millions) Total 1 Year 1-3 Years 3-5 Years 5 Years
Long term debt and capital leas $4,276.° $ — $ 9612 $1,091.¢ $2,223.t
Capital lease 32.1 13.7 14.t 3.9 —
Operating lease 871.7 135.1 193.( 141.¢ 401.¢
Venture capital commitmen 26.¢€ 10.t 12.€ 2.9 0.€
Purchase obligatioris 129.( 75.€ 47.2 5.9 —
Other long term liabilities reflected on our balarshee 4,432.: — 786.2 816.: 2,829.¢
Total contractual obligations and commitme $9,768.. $235.2 $2,014.°7 $2,062.7 $5,455.¢

lIncludes obligations related to IT service agreemand telecommunication contra

In addition to the contractual obligations and cdtmrents discussed above, we have a variety of aihwetractual agreements related to
acquiring materials and services used in our ojmeratHowever, we do not believe these other agee¢sicontain material non-cancelable
commitments.

We believe that funds from future operating caskvf, cash and investments and funds available undesredit agreements or from
public or private financing sources will be suféint for future operations and commitments and &pital acquisitions and other strategic
transactions.

For additional information on our debt and leasmentments, see Notes 6 and 16, respectively, t@adited consolidated financial
statements for the year ended December 31, 2004dext in this Form 10-K.

Risk-Based Capital

Our regulated subsidiaries’ states of domicile heteg¢utory risk-based capital, or RBC, requiremémtdealth and other insurance
companies largely based on the NAIC's RBC Model. Attese RBC requirements are intended to measpitakadequacy, taking into
account the risk characteristics of an insurenggtments and products. The NAIC sets forth thenéta for calculating the RBC requirements,
which are designed to take into account asset,risgsrance risks, interest rate risks and othewat risks with respect to an individual
insurance company’s business. In general, unde®itt, an insurance company must submit a repats 8®BC level to the state insurance
department or insurance commissioner, as apprepaathe end of each calendar year. Our risk-beapital as of December 31, 2004, which
was the most recent date for which reporting wagsired, was in excess of all mandatory RBC thredshdh addition to exceeding the RBC
requirements, we are in compliance with the ligyidind capital requirements for a licensee of theeECross Blue Shield Association and with
the tangible net worth requirements applicableettain of the Company’s California subsidiaries.

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

This document contains certain forward-looking mfation about WellPoint, Inc. (“WellPoint”), naméanged from Anthem, Inc.
effective November 30, 2004, that is intended todvered by the safe harbor for
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“forward-looking statements” provided by the PrigaBecurities Litigation Reform Act of 1995. Forwdodking statements are statements -
are not historical facts. Words such as “expect(sjeel(s)”, “believe(s)”, “will”, “may”, “anticipa te(s)” and similar expressions are intenc

to identify forward-looking statements. These steets include, but are not limited to, financiabjactions and estimates and their underlying
assumptions; statements regarding plans, objectinelsexpectations with respect to future operatigneducts and services; and statements
regarding future performance. Such statements abgest to certain risks and uncertainties, manybfch are difficult to predict and

generally beyond the control of WellPoint, that lcocause actual results to differ materially frohose expressed in, or implied or projec

by, the forward-looking information and statemeiisese risks and uncertainties include: those dised and identified in public filings with
the U.S. Securities and Exchange Commission (“SE@ijle by WellPoint and WellPoint Health Networks ((WHN?"); trends in health car
costs and utilization rates; our ability to secuafficient premium rate increases; competitor pricbelow market trends of increasing costs;
increased government regulation of health benafitd managed care; significant acquisitions or diitases by major competitors;

introduction and utilization of new prescriptionudys and technology; a downgrade in our financiaésgth ratings; litigation targeted at
health benefits companies; our ability to contraiith providers consistent with past practice; otiildy to achieve expected synergies and
operating efficiencies in the WHN merger within éxpected timérames or at all and to successfully integrate operations; such integratic
may be more difficult, time-consuming or costlyntieapected; revenues following the transaction bejower than expected; operating costs,
customer loss and business disruption, includirithout limitation, difficulties in maintaining reteonships with employees, customers, clients
or suppliers, may be greater than expected follgvtire transaction; our ability to meet expectatioegarding the timing, completion and
accounting and tax treatments of the transactiod #e value of the transaction consideration; fetbio-terrorist activity or other potential
public health epidemics; and general economic dawrst Readers are cautioned not to place unduameé on these forwa-looking
statements that speak only as of the date hereadfP@int does not undertake any obligation to relmibrevised forward-looking statements to
reflect events or circumstances after the date dfeveto reflect the occurrence of unanticipate@ms. Readers are also urged to carefully
review and consider the various disclosures in Ralt's and WHN'’s various SEC reports.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK.

As a result of our investing and borrowing actasti we are exposed to financial market risks, tholy those resulting from changes in
interest rates and changes in equity market valositiPotential impacts discussed below are basenl sgnsitivity analyses performed on
WellPoint’s financial positions as of December 2Q04. Actual results could vary from these estimafur primary objectives with our
investment portfolio are to provide safety and preation of capital, sufficient liquidity to meeash flow needs, the integration of investment
strategy with the business operations and an attzihof a competitive after-tax total return.

Investments
Our investment portfolio is exposed to three prigresurces of risk: credit quality risk, interesteraisk and market valuation risk.

The primary risks associated with our fixed magusiecurities are credit quality risk and interegémisk. Credit quality risk is defined as
the risk of a credit downgrade to an individuakfixmaturity security and the potential loss attable to that downgrade. Credit quality risk is
managed through our investment policy, which efghbk credit quality limitations on the overall ffolio as well as diversification and
percentage limits on securities of individual issu@he result is a well-diversified portfolio akéd maturity securities, with an average credit
rating of approximately AA. Interest rate risk isfihed as the potential for economic losses ordfixaturity securities, due to a change in
market interest rates. Our fixed maturity portfaidnvested primarily in U.S. government secusitieorporate bonds, asset-backed bonds,
mortgage-related securities and
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municipal bonds, all of which represent an exposorghanges in the level of market interest rdtésrest rate risk is managed by maintaining
asset duration within a band based upon our ltédslioperating performance and liquidity needsdifidnally, we have the capability of
holding any security to maturity, which would allas to realize full par value.

Our portfolio includes corporate securities (appmately 44% of the total fixed maturity portfolio Becember 31, 2004) which are
subject to credit/default risk. In a declining eooric environment, corporate yields will usuallyiease prompted by concern over the abilit
corporations to make interest payments, thus cgusitecrease in the price of corporate securdigd the decline in value of the corporate
fixed maturity portfolio. This risk is managed thgh fundamental credit analysis, diversificationssuers and industries and an average credi
rating of the corporate fixed maturity portfolio approximately AA.

Our equity portfolio is comprised of large capitalion and small capitalization domestic equitfesgign equities and index mutual
funds. Our equity portfolio is subject to the vdigtinherent in the stock market, driven by cormteover economic conditions, earnings and
sales growth, inflation, and consumer confidendesE systematic risks cannot be managed throughsification alone. However, more
routine risks, such as stock/industry specificgjske managed by investing in a diversified eqoitstfolio.

All of our current investments are classified aailable-forsale. As of December 31, 2004, approximately 91%uofcurrent investmer
were fixed maturity securities. Market risk is aglsbed by actively managing the duration, allocadiat diversification of our investment
portfolio. We have evaluated the impact on thedir@aturity portfolio’s fair value considering anrmediate 100 basis point change in interest
rates. A 100 basis point increase in interest natadd result in an approximate $476.7 million dexge in fair value, whereas a 100 basis point
decrease in interest rates would result in an aqpete $466.7 million increase in fair value. While classify our current fixed maturity
securities as “available-for-sale” for accountinggmses, we believe our cash flows and duraticuoportfolio should allow us to hold
securities to maturity, thereby avoiding the redtign of losses should interest rates rise sigaitity.

Our equity securities portfolio, as of December 3104, was approximately 9% of our current investis.eAn immediate 10% decrease
in each equity investment’s value, arising from ketmovement, would result in a fair value decre#sg117.3 million. Alternatively, an
immediate 10% increase in each equity investrserdlue, attributable to the same factor, wouldltes a fair value increase of $117.3 milli

Debt

Our total debt at December 31, 2004 was $4.4 hillémd included $793.2 million of commercial pafére carrying value of the
commercial paper approximates fair value as thedyidg instruments have variable interest ratenatket value. The remainder of the del
subject to interest rate risk as these instrumigsie fixed interest rates and the fair value is@éd by changes in market interest rates.

As of December 31, 2004, we had $150.0 millionyzdue of notes at 4.875% due 2005, which are redosith other current liabilities,
as they will mature in August 2005. The carrying astimated fair value of these notes was $1491®mand $152.0 million respectively, at
December 31, 2004.

We have $2,600.0 million of senior unsecured ntitashave fixed interest rates. These notes, atalae, included $200.0 million of
notes at 3.50% due 2007, $300.0 million at 3.75% 20007, $300.0 million at 4.25% due 2009, $800.laniof 6.80% notes due 2012, $501
million at 5.00% due 2014 and $500.0 million at®®due 2034. These notes had combined carryingstimdated fair value of $2,565.9
million and $2,707.6 million at December 31, 2004.

Our subordinated debt includes surplus notes isbyaxhe of our insurance subsidiaries. Par valusnadunts outstanding at December
31, 2004 included $42.0 million of 9.125% surplages due 2010 and $25.1 million of 9.000% surphtesidue 2027. Any payment of intel
or principal on the surplus notes may be
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made only with the prior approval of the IndiangoBement of Insurance. The combined carrying valube surplus notes was $66.4 million
and $494.1 million at December 31, 2004 and 208hectively. The estimated fair value of the swgplates exceeded the carrying value by
$22.4 million and $157.9 million at December 3102@&nd 2003, respectively. During 2004, we comgletéender offer to purchase a portion
of these surplus notes, and purchased a net pz satount of $432.9 million. We recognized a Ids31@6.1 million, which has been repor
as loss on repurchase of debt securities in themstnt of income for the year ended December 314.20

In addition to the surplus notes, our subordinalelk also includes $800.0 million, par value, dfespincluding $450.0 million of
6.375% notes due 2006 and $350.0 million of 6.3T&fes due 2012 that were obligations of WHN priothie merger. This indebtedness was
assumed in the WHN merger by Anthem Holding Camlirect wholly-owned subsidiary of WellPoint. lecardance with accounting
guidance for business combinations, this debt wasrded at estimated fair value as of NovembePB04, the date of our merger. The
carrying and estimated fair value at December B042vas $848.5 million and $854.5 million, respesdy.

Should interest rates increase or decrease irutheef the estimated fair value of our fixed ragbtdwvould decrease or increase
accordingly.

Hedges

We use derivative financial instruments, specificalterest rate swap agreements, to hedge expasimterest rate risk on our
borrowings. Our derivative use is limited to hedppurposes and we do not use derivative instrunfentpeculative purposes. On December
13, 2004, we entered into a $300.0 million noticarabunt interest rate swap agreement to exchafigeda3.75% rate for a LIBOR-based
floating rate. This swap agreement expires on Déeerh4, 2007.

Changes in interest rates will affect the estimda@dvalue of this swap agreement. As of Decen®ier2004, we recorded a liability of
$0.8 million, the estimated fair value of the svedphat date. We have evaluated the impact omtkeesist rate swap’s fair value considering an
immediate 100 basis point change in interest ré&td€0 basis point increase in interest rates woeddlt in an approximate $8.4 million
decrease in fair value, whereas a 100 basis pearedse in interest rates would result in an apmabe $8.6 million increase in fair value.
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Report of Independent Registered
Public Accounting Firm

Shareholders and Board of Directors
WellPoint, Inc.

We have audited the accompanying consolidated balsimeets of WellPoint, Inc. (formerly Anthem, )res of December 31, 2004 and 2003,
and the related consolidated statements of inceh@eholderstquity, and cash flows for each of the three y&atise period ended Decemt

31, 2004. Our audits also included the financialeshent schedule listed in the Index at Iltem 19(agse financial statements and schedule are
the responsibility of the Comparsymanagement. Our responsibility is to expresspamian on these financial statements and schedagedol

our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamigUnited States). Those standards
require that we plan and perform the audit to sbteasonable assurance about whether the finestatements are free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and digids in the financial statements. An a
also includes assessing the accounting principged and significant estimates made by managenentelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referre@love present fairly, in all material respedts,¢onsolidated financial position of WellPoint,
Inc. at December 31, 2004 and 2003, and the catadeli results of its operations and its cash flimveach of the three years in the period
ended December 31, 2004, in conformity with U.Segally accepted accounting principles. Also, in gpinion, the related financial statem
schedule, when considered in relation to the Hasimcial statements taken as a whole, presenty faiall material respects the information
set forth therein.

We also have audited, in accordance with the stasdz the Public Company Accounting Oversight Bb@nited States), the effectivenes:
WellPaint, Inc.’s internal control over financiaporting as of December 31, 2004, based on criéstiblished in “Internal Controlrstegrates
Framework”issued by the Committee of Sponsoring Organizatidrise Treadway Commission, and our report datedckl 4, 2005 express
an unqualified opinion thereon.

/sl Ernst & Young LLP
Indianapolis, Indiana
March 4, 2005
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WellPoint, Inc.
Consolidated Balance Sheets

(In Millions, Except Share Data

Assets
Current asset:
Investments availak-for-sale, at fair valu
Cash and cash equivalel
Premium and sefunded receivable
Other receivable
Securities lending collater
Deferred tax assets, r
Other current asse

Total current asse
Long-term investment
Property and equipme
Goodwill

Other intangible asse
Other noncurrent asse

Total assets

Liabilities and shareholders’ equity
Liabilities
Current liabilities:
Policy liabilities:
Medical claims payabl
Reserves for future policy benef
Other policyholder liabilitie:

Total policy liabilities

Unearned incom

Accounts payable and accrued expet
Income taxes payab

Security trades pending payal
Securities lending payab

Other current liabilitie:

Total current liabilities

Long-term debt

Reserves for future policy benefits, noncurt
Deferred income taxe

Other noncurrent liabilitie

Total liabilities
Shareholders equity
Preferred stock, without par value, shares authdrz100,000,000;
shares issued and outstan—none
Common stock, par value $0.01, shares authorized;690,000;
shares issued and outstanding: 2004, 302,626,008, 237,641,03
Additional paid in capita
Retained earninc
Unearned stock compensati
Accumulated other comprehensive inca

Total shareholders equity

Total liabilities and shareholders’ equity

See accompanying notes.
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December 31
2004 2003

$13,586.¢ $ 6,849.(
1,457.. 464.t
1,574.¢ 690.:
876.4 325.%

658.t —

434.C —
769.¢ 445.¢
19,357.! 8,775..
748.1 164.7
1,045.; 510.t
10,017.¢ 2,450.:
8,211.¢ 1,227.(
358.1 287.2
$39,738.«  $13,414.t
$ 4,202.( $ 1,841.°
145.C 18.4
1,209.t 501.¢
5,556.¢ 2,362.(
1,046.¢ 411.1
2,222.! 900.t
418.¢ 469.t

84.4 —

658.t —
1,583.° 632.1
11,570.¢ 4,775.2
4,276." 1,662.¢
7127.2 375.k
2,596.¢ 200.¢
1,108.t 400.¢
20,279.: 7,414,
3.C 14
17,433. 4,708."
1,960.: 1,154.:
(83.5) (3.2
145.¢ 138.7
19,459.( 5,999.¢
$39,738.«  $13,414.t




WellPoint, Inc.

Consolidated Statements of Income

(In Millions, Except Per Share Data

Revenues
Premiums
Administrative fee:
Other revenui

Total operating revent
Net investment incom
Net realized gains on investme|

Expenses

Benefit expens

Selling, general and administrative expe
Selling expens
General and administrative expel

Total selling, general and administrative expe
Cost of drugs
Interest expens
Amortization of other intangible asst
Mergel-related undertaking
Loss on repurchase of debt securi

Income before income taxe
Income taxe:

Net income

Net income per share
Basic

Diluted

See accompanying notes.

Year ended December 3.

2004 2003 2002

$18,771.¢  $15,167. $11,937.
1,436.¢ 1,160.: 946.¢
252.4 159.2 115.7
20,460. 16,487.. 13,000.-
311.5 278.1 260.5
42.F 16.Z 31.1
20,815.: 16,781.. 13,292..
15,387.¢ 12,254.! 9,821.¢
537.2 411.2 308.(
2,940.! 2,686.: 2,207.:
3,477. 3,097.% 2,515.:
95.C 38.1 24.C
142.: 131.2 98.t
61. 47.€ 30.2

61.t — —

146.1 — —
19,371.¢ 15,569.! 12,489
1,443.: 1,211.¢ 802.t
483.2 437.¢ 253.¢
$ 9601 $ 774F $ 5491
$ 62¢ $ 56 $ 461
$ 61 $ 54 $ 451
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WellPoint, Inc.

Consolidated Statements of Shareholders’ Equity

(In Millions)

Balance at December 31, 2C

Net income

Change in net unrealized gains on investm
Change in additional minimum pension liabil

Comprehensive incor

Issuance of common stock and conversion of stock
options in connection with acquisition of Trigon
Healthcare Inc., net of issue co

Repurchase and retirement of common s

Issuance of common stock for stock incentive plach a
employee stock purchase pl

Adjustments related to the 2001 demutualiza

Balance at December 31, 2C

Net income

Change in net unrealized gains on investm
Change in additional minimum pension liabil

Comprehensive incor
Repurchase and retirement of common s
Issuance of common stock for stock

incentive plan and employee stock purchase

Balance at December 31, 2C

Net income

Change in net unrealized gains on investm
Change in unrealized gains on cash flow he
Change in additional minimum pension liabil

Comprehensive incorr

Issuance of common stock and conversion of stock
options in connection with WellPoint Health
Networks Inc. merger, net of issue costs and
elimination of subsidiary held stor

Issuance of common stock under
Equity Security Units stock purchase contr:

Repurchase and retirement of common s

Issuance of common stock for stock incentive plach a
employee stock purchase plan, net of repurchases
under stoc-for-stock option exercise

Balance at December 31, 2C

See accompanying notes.

Common Stock

Number

Par

Accumulated
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. Additional Unearned Other Total
of Shares Value Paid in Retained Stock Comprehensive Shareholders’

Capital Earnings Compensatior Income Equity
103.c $ 11 $ 1,960.¢ $ 557 $ — $ 42.4 $ 2,060.(
— — — 549.1 — — 549.1
— — — — — 87.¢ 87.¢
_ — — — — (7.6) (7.6)
629.¢
39.C 0.4 2,899.: — — — 2,899.
4.7 (0.3 (132.¢) (123.5) — — (256.7)
1.1 — 34.7 — (5.3) — 29.4
— — 0.2 — — — 0.2
139.2 14 4,762.. 481.: (5.3 1225 5,362.
— — — 774.% — — 774.%
— — — — — 6.8 6.8
— — — 9.2 9.2
790.¢
(3.9 — (115.9 (101.9) — — (217.9)
1.7 — 62.4 — 2.1 — 64.5
137.¢ 14 4,708.7 1,154.: (3.2 138.% 5,999.¢
— — — 960.1 — — 960.1
_ — — — — (2.5 (2.5)
— — — — 9.7 9.7
— — — — — 0. 0.9
967.2
154.% 1.6 12,029.: — (46.9 — 11,983.¢
5.3 — 230.( — — — 230.(
(1.0 — (34.6) (47.7) — — (82.9)
6.5 — 500.: (106.€) (33.9 — 360.:
302.¢ $ 3.0 $ 17,433. $1,960.: $ (83.5) $ 145.¢ $ 19,459.(
I I | I I I I



Consolidated Statements of Cash Flows

(In Millions)

Operating activities
Net income

WellPoint, Inc.

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

Net realized gains on investme

Loss on repurchase of debt securi
Depreciation and amortization, net of accre
Deferred income taxe

Loss on sale of property and equipm

Changes in operating assets and liabilities, neffett of business combinatior

Receivables, ne

Other asset

Policy liabilities

Unearned incom

Accounts payable and accrued expet
Income taxes payab

Other liabilities

Net cash provided by operating activit

Investing activities

Purchases of investmer

Proceeds from sales or maturities of investm
Purchases of subsidiaries, net of cash acq
Proceeds from sale of subsidiaries, net of cash
Proceeds from settlement of cash flow hec
Proceeds from sale of property and equipn
Purchases of property and equipm

Net cash used in investing activiti

Financing activities

Proceeds from commercial paper borrowi
Proceeds from lor-term borrowings
Payments on lor-term borrowings

Proceeds from issuance of common stock under E&aityrrity Units stock purcha

contracts
Repurchase and retirement of common s

Proceeds from employee stock purchase plan andiseef stock option
Costs related to the issuance of common stock felfRtint Health Networks Inc. merger

and Trigon Healthcare, Inc. acquisiti
Net cash provided by (used in) financing activi

Change in cash and cash equivalt
Cash and cash equivalents at beginning of

Cash and cash equivalents at end of"

See accompanying notes.
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Year ended December 3.

2004

$ 960.1

(42.5)
146.1
279.1
(103.9)
0.8

(1.3
(89.9)
25.€
34.(
191.€
(125.5)
28.F

1,303.:

(7,249.)
7,227.:
(2,239.9

15.7
9.1
(136.9)

(2,373.9

793.2
1,770.
(798.5)

230.(

(82.2)
159.(

(8.3)
2,063.¢

992.7
464.¢

$1,457.:

2003

$ 774:

(16.2)
245.(
(26.7)

0.4

(201.9)
(141.7)
104.7
84.€
61.C
152.(
123.¢

1,159.(

(5,136.9)
4,115.(
(3.5)
(3.1)

9.4
(110.9)

(1,129.)

(100.0

(217.9)
57.C

(260.9)

(230.9)
694.¢

$ 464.F

2002

$ 549.1

(31.1)
157.
(22.4)

2.2

126.7

(317.9)
227.
47.7
15.€
104.F
135.:

994.1

(5,062.9)
4,546
(789.6)
0.9

13.7
(123.9)

(1,414.9

938.t

(256.)
31.1

(4.1)
709.°

288.t
406.4

$ 694.¢



WellPoint, Inc.
Notes to Consolidated Financial Statements

December 31, 2004
(Dollars in Millions, Except Share Data)
1. Organization

WellPoint, Inc. (“WellPoint” and collectively witits subsidiaries, the “Company”), name changed féarthem, Inc. (“Anthem”)
effective November 30, 2004, is the largest puplichded commercial health benefits company in $eofrmembership in the United States,
serving more than 27.7 million members as of Deam3ii, 2004. Through its subsidiaries, the Compfers a broad spectrum of network-
based managed care plans to the large and smadtgenpindividual, Medicaid and senior markets. T@mpanys managed care plans incli
preferred provider organizations (“PPOs"), healtimtenance organizations (“HMOs"), point-of-servitROS") plans, other hybrid plans and
traditional indemnity plans. In addition, the Comparovides a broad array of managed care serticeslf-funded customers, including
claims processing, underwriting, stop loss insueaactuarial services, provider network access,jcakdost management and other
administrative services. The Company also provatearray of specialty and other products and ses\itcluding pharmacy benefit
management, group life and disability insuranceefies) dental, vision, behavioral health benefiterkers compensation and long-term care
insurance. The Company is licensed in all 50 states

WellPoint is an independent licensee of the Blues€Blue Shield Association (“BCBSA”), an assocatof independent health benefit
plans, and serves its members as the Blue Crassske for California and as the Blue Cross and Bhield licensee for twelve other states:
Colorado, Connecticut, Georgia, Indiana, Kentudkgjne, Missouri (excluding 30 counties in the Kan&dty area), Nevada, New Hampshire,
Ohio, Virginia (excluding the Northern Virginia sutbs of Washington, D.C.) and Wisconsin. WellPailsb serves customers throughout
various parts of the United States as HealthLirk dniCare.

On November 30, 2004, Anthem and WellPoint Healgtbrks Inc. (“WHN”) completed their merger. WHN rged with and into
Anthem Holding Corp., a direct and wholly-owned sidiary of Anthem, with Anthem Holding Corp. as theviving entity in the merger. In
connection with the merger, Anthem amended itglagiof incorporation to change its name to WehBdnc. In addition, the ticker symbol -
Anthem’s common stock listed on the New York St&sichange was changed to “WLP”. WHN'’s operating ltssare included in WellPoint’'s
consolidated financial statements for the perididfdng November 30, 2004.

2. Basis of Presentation and Significant Accountin@olicies

Basis of PresentationThe accompanying consolidated financial statemeintise Company include the accounts of WellPoirtt &
subsidiaries and have been prepared in confornitty W S. generally accepted accounting principt€&MAP”). All significant intercompany
accounts and transactions have been eliminateahisotidation.

Use of EstimatesPreparation of the consolidated financial statesiesjuires management to make estimates and assomittat affect
the amounts reported in the consolidated finarst&tements and accompanying notes. Actual resulisl differ from those estimates.

Investments:All current fixed maturity and equity securitiegalassified as “available-for-sale” and are rega#t fair value. The
Company has determined its investment securitiesailable to support current operations and, raegly, has classified such investment
securities as current assets without regard fotraotual maturities. The unrealized gains or logsethese securities are included in
accumulated other comprehensive income as a sepamaiponent of shareholders’ equity unless thereai value is deemed to
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WellPoint, Inc.

Notes to Consolidated Financial Statements (coatihu
2. Basis of Presentation and Significant Accountin@olicies (continued)

be other-than-temporary, in which case securitiesaaitten down to fair value and the loss is clegrtp income. The Company evaluates its
investment securities for other-than-temporaryideslbased on quantitative and qualitative factors.

Long-term investments consist primarily of restattassets, investments on deposit with regulaigeneies and certain equity and other
investments. The Company classifies investments tessatisfy contractual, regulatory or other reguients as long-term investments, without
regard to contractual maturity dates. Investmantsertain restricted assets included in rabbi$rast accounted for as trading securities and
reported at fair value. Long-term investments useather contractual obligations and investmemtsleposit with regulatory agencies are
considered available-for-sale and reported atvfaine. The Company’s investments in limited pahgrs and other non-consolidated
investments are generally accounted for using guétyemethod.

The Company participates in securities lending o whereby marketable securities in its investrertfolio are transferred to
independent brokers or dealers based on, amongtbihgs, their creditworthiness in exchange fdiateral initially equal to at least 102% of
the value of the securities on loan and is thegeaftaintained at a minimum of 100% of the markéte®f the securities loaned. The market
value of the securities on loan to each borrowemnasitored daily and the borrower is required thvée additional collateral if the market val
of the collateral falls below 100% of the markelineaof the securities on loan. Under the guidamogiged in FAS 140Accounting for
Transfers and Servicing of Financial Assets andrigxtishments of Liabilitiesthe Company recognizes the collateral as an assetr
“securities lending collateral” on its balance dtea®d the Company records a corresponding liakfilitythe obligation to return the collateral to
the borrower under “securities lending payable”.

Realized gains or losses, determined by specifintification of investments sold or impaired, areliuded in income.
Cash EquivalentsAll highly liquid investments with maturities of e months or less when purchased are classifiedsdsequivalents.

Premium and Self-Funded ReceivableBremium and self-funded receivables include thelected amounts from insured and self-
funded groups, and are reported net of an allowérocgoubtful accounts of $78.1 and $18.0 at Deaandd, 2004 and 2003, respectively. The
allowance for doubtful accounts is based on his&bicollection trends and management’s judgmerdroigg the ability to collect specific
accounts.

Other ReceivablesDther receivables include amounts for interestezhon investments, proceeds due from brokers agstment trade
government programs, pharmacy sales, reinsurateds recoveries and other miscellaneous amountgaltree Company. These receivables
have been reduced by an allowance for uncollectibleunts of $84.6 and $25.1 at December 31, 2002@03, respectively.

The Company’s pharmacy benefit managers (“PBM"ti@mt with pharmaceutical manufacturers, some afiwliprovide rebates based
on use of the manufacturers’ products by the PBaffitiated and non-affiliated clients. The Compaaocrues rebates receivable on a monthly
basis based on the terms of the applicable costrhistorical data and current estimates. The PBIsIthese rebates to the manufacturers on a
guarterly basis. The Company records rebates atittie to affiliated clients as a reduction to Hgrexpense. Rebates attributable to non-
affiliated clients are accrued as rebates recedvabtl a corresponding payable for the amountseofethates to be remitted to non-affiliated
clients in accordance with their contracts is atsmrded. The Company generally receives rebateseba two to five months after billing.
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WellPoint, Inc.

Notes to Consolidated Financial Statements (coatihu
2. Basis of Presentation and Significant Accountin@olicies (continued)

Property and EquipmentProperty and equipment is recorded at cost, natofimulated depreciation. Depreciation is computed
principally by the straight-line method over esttethuseful lives ranging from 15 to 39 years foitdings, two to eight years for furniture and
equipment, and three to ten years for computewsol. Leasehold improvements are depreciated beetetm of the related lease. Certain
costs related to the development or purchase efriat-use software are capitalized and amortizedtdordance with AICPA Statement of
Position 98-1Accounting for the Costs of Computer Software Omped or Obtained for Internal Use

Goodwill and Other Intangible Asset§he Company follows FAS 14Business Combinationsand FAS 142Goodwill and Other
Intangible Asset. FAS 141 requires business combinations to beusted for using the purchase method of accountimbjitealso specifies tt
types of acquired intangible assets that are requo be recognized and reported separately fravdwitl. Under FAS 142, goodwill and other
intangible assets with indefinite lives are not atimed but are tested for impairment at least atiypwu@oodwill represents the excess of cost of
acquisition over the fair value of net assets aeguiOther intangible assets represent the vaksigreed to subscriber bases, provider and
hospital networks, Blue Cross and Blue Shield tnaalks, licenses, non-compete and other agreements.

Retirement BenefitsPension benefits are recorded in accordance with FAEmployers’ Accounting for PensionBrepaid pension
benefits represent prepaid benefit costs relatefioed benefit pension plans and are reporteld @tlier noncurrent assets. Liabilities for
pension benefits are reported with other noncutiabtiities.

Postretirement benefits represent outstanding aftitigs for retiree medical, life, vision and deriahefits. These benefits are accrued in
accordance with FAS 106mployers’ Accounting for Postretirement Benefitegd Than PensionsThe Company accrues the estimated costs
of retiree health and other postretirement bendfiting the periods in which eligible employeesd@mnservice to earn the benefits, and are
reported with other noncurrent liabilities.

The “Medicare Prescription Drug, Improvement anddgimization Act of 2003” became law in December28@0d expanded Medicare,
primarily adding a prescription drug benefit for teare-eligible retirees starting in 2006. The Campanticipates that the retiree medical
benefits it pays in 2006 and beyond will be lowgiaaesult of the new Medicare provisions. The Camrhas adopted accounting guidance
under Financial Accounting Standards Board Staffitkm (“FSP”) 106-1 and 106-2ccounting and Disclosure Requirements Relatetido t
Medicare Prescription Drug, Improvement and Modeation Act of 200:The impact of adopting FSP 106-1 and 106-2, whilzetive to
earnings, is not material to the consolidated foi@rstatements.

Medical Claims Payablet iabilities for medical claims payable include esdted provisions for both reported and unreportaiins
incurred on an undiscounted basis, as well as atohprovisions for expenses related to the prougss claims. The liabilities are developed
using actuarial principles and assumptions thasicien, among other things, contractual requiremédmgsorical utilization trends, claim
submission and payment patterns, benefit changedical inflation, product mix, seasonality, memibgrsand other relevant factors. The
liabilities are regularly reviewed and adjustedknown or suspected operational and environmehihges. Due to the considerable variak
of health care costs, adjustments to claims lidgdélioccur each quarter. Although it is not posstblmeasure the degree of variability inherent
in such estimates, management believes thesatiebire adequate and has consistently appliethditbodology in determining the best
estimate for medical claims payable at each reppdate.
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2. Basis of Presentation and Significant Accountin@olicies (continued)

Premium deficiencies are recognized when it is abbdthat expected claims and loss adjustment eggenill exceed future premiums
on existing medical insurance contracts withoutsaderation of investment income. Determination @pium deficiencies for longer duration
life and disability contracts includes considematad investment income. For purposes of premiunic@gfcies, contracts are deemed to be
either short or long duration and are groupedrimaaner consistent with the Company’s method of aicay) servicing and measuring the
profitability of such contracts. Once establishe@mium deficiencies are amortized over the remaitife of the contract.

Reserves for Future Policy BenefitReserves for future policy benefits include ligi@k for life and long-term disability insurance
policy benefits based upon interest, mortality ematbidity assumptions from published actuarial éabimodified based upon the Company’s
experience. Future policy benefits also includbilites for insurance policies for which some bétpremiums received in earlier years are
intended to pay anticipated benefits to be incuimefdture years. Future policy benefits are caumily monitored and reviewed, and when
reserves are adjusted, differences are reflectbdnefit expense. The current portion of resergefuture policy benefits relates to the portion
of such reserves that the Company expects to pémrwane year. The Company believes that its ligdsl for future policy benefits, along with
future premiums received, are adequate to satsiylimate benefit liability; however, these esttes are inherently subject to a number of
variable circumstances. Consequently, the actsaltsecould differ materially from the amounts netexl in the consolidated financial
statements of the Company.

Other Policyholder Liabilities:Other policyholder liabilities include certain casggecific reserves as well as rate stabilizaticemnees
associated with retrospective rated insurance aotstr Rate stabilization reserves represent acatetupremiums that exceed what customers
owe based on actual claim experience and are jgaigidoon contractual requirements.

Hedging Activity: The Company uses derivative financial instrumesysgifically interest rate swap agreements, to edigosures in
interest rate risk. The counterparties to theséraotual arrangements are major financial instigiwith which the Company also has other
financial relationships. These counterparties eggbe Company to credit loss in the event of nafop@ance. However, the Company does
not anticipate nonperformance by the counterpafias 133 Accounting for Derivative Instruments and Hedgirdivities (“FAS 133”), as
amended, requires that derivatives be recordetie@bdlance sheet as either assets or liabilitisratalue and establishes hedge accounting
treatment for hedges of changes in the fair vafuessets, liabilities or firm commitments (fair ualhedges), and hedges of variable cash flows
of recognized assets or liabilities, or of foreedsfransactions (cash flow hedges). Changes ifathealue of derivatives that do not meet
hedge criteria are included in income at the tirhehange in value. For fair value hedges, any gairlesses are recognized in income in the
period that a change in value occurs. In additithinges in the fair value of the hedged item aneibaneously recognized in income. For cash
flow hedges, the effective portion of a derivatigesn or loss is recorded in other comprehensigerite and subsequently recognized in
earnings in the same period or periods the hedgedsted transaction affects earnings. The Comgaey not use derivative instruments for
speculative purposes.

Comprehensive IncomeComprehensive income includes net income, the changnrealized gains (losses) on investmentscitaege
in unrealized gains (losses) on cash flow hedgesilee change in the additional minimum pensiobilitg. Other comprehensive income is
of reclassification adjustments to adjust for itesugrently included in net income, such as realigaiths on investment securities.

Revenue RecognitionGross premiums for fully-insured contracts are geioed as revenue over the period insurance cogesag
provided. Premiums applicable to the unexpired remttal coverage periods are
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2. Basis of Presentation and Significant Accountin@olicies (continued)

reflected in the accompanying consolidated balaheets as unearned income. Premiums include reemeetrospective rated contracts
where revenue is based on the estimated ultimasedrperience of the contract. Premium revenuedes! an adjustment for retrospective r
refunds based on an estimate of incurred claimemRim rates for certain lines of business are stibjeapproval by the Department of
Insurance of each respective state.

Administrative fees include revenue from certaiougr contracts that provide for the group to basktfor all, or with supplemental
insurance arrangements, a portion of their clairpggence. The Company charges these self-fundmegpgran administrative fee, which is
based on the number of members in a group or the{g claim experience. In addition, administrafigees include amounts received for the
administration of Medicare or certain other goveemtrprograms. Under the Company’s self-funded gearents, revenue is recognized as
administrative services are performed. All bengdiyments under these programs are excluded froefiberpense.

Other revenue principally includes amounts fromlroader prescription drug sales, which are recogghias revenue when the Company
ships prescription drug orders.

Federal Income TaxesThe Company files a consolidated income tax retDeferred income tax assets and liabilities aregnized for
the differences between the financial and incomeeporting bases of assets and liabilities baseenacted tax rates and laws. The deferred
income tax expense or benefit generally repredbetaet change in deferred income tax assets abiities during the year. The current
income tax expense represents the tax consequehie@genues and expenses currently taxable or dibtRion various income tax returns for
the year reported.

Stock-Based Compensatioithe Company has a plan that provides for stockébasmpensation, including stock options, restricted
stock awards and an employee stock purchase piack Sptions are granted for a fixed number of ehavith an exercise price at least equ
the fair value of the shares at the date of thatgRestricted stock awards are issued at thevédire of the stock on the grant date. The
employee stock purchase plan allows for a purcheése per share which is 85% of the lower of theJalue of a share of common stock or
the first trading day of the plan quarter, or {i¢ last trading day of the plan quarter. The Camccounts for stock-based compensation
using the intrinsic method under Accounting PritespBoard Opinion No. 2% ccounting for Stock Issued to Employ€adB 25”), and,
accordingly, recognizes no compensation expenagerkto stock options and employee stock purch&segrants of restricted stock, other
than those awarded under lotggm incentive agreements, unearned compensatigaadent to the fair value of the shares at the dditgrant i
recorded as a separate component of shareholdgrity and subsequently amortized to compensatipe®se over the vesting period. The
Company has adopted the disclosure-only provisddiAS 123 ,Accounting for Stock-Based CompensatiétAS 123"), as amended by FAS
148, Accounting for Stock-Based Compensation-Transaiwe Disclosure

On December 16, 2004, FAS 123 (revised 208#are-Based PaymefiFAS 123R"), was issued. FAS 123R is a revisioraiS 123,
supersedes APB 25 and amends FASSiatement of Cash Flowsenerally, the approach in FAS 123R is similathe approach described in
FAS 123. However, FAS 123R requires all share-basgthents to employees, including grants of emmteck options, to be recognized in
the income statement based on their fair valuegppamdorma disclosure is no longer an alternathdditionally, excess tax benefits, as defined
in FAS 123R, will be recognized as an additionddiional paid-in-capital and will be reclassifi’dm operating cash flows to financing cash
flows in the consolidated statement of cash flolse
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Company expects to adopt FAS 123R no later than1]l2005. We are currently evaluating the effaat FAS 123R will have on our financ
position, results of operations, and operating dlasts.

The Company'’s stock-based employee compensatios plee described in Note 12. The following tallesitates the effect on net
income and earnings per share if the Company hpliedpthe fair value recognition provisions of thréginal FAS 123 to stockased employe
compensation:

2004 2003 2002
Reported net incomr $960.1 $774.¢ $549.1
Add: Stock-based employee compensation expensedbicted stock and stock awards included in

reported net income (net of te 6.€ 1.7 1.C
Less: Total stoc-based employee compensation expense determined fairdealue based method for .

awards (net of tax (89.5) (24.€) (14.7)
Pro forma net incom $877.2 $751.¢ $536.(
Basic earnings per shai

As reportec $6.2¢ $5.6( $4.61

Pro forma 5.7¢ 5.4% 4.5(C
Diluted earnings per shat

As reportec 6.1C 5.4 451

Pro forma 5.6( 5.2¢ 4.4z

Earnings Per ShareEarnings per share amounts, on a basic and dibztsid, have been calculated based upon the weightrdge
common shares outstanding for the period.

Basic earnings per share excludes dilution andnspaited by dividing income available to common shatders by the weightealrerage
number of common shares outstanding for the pebddted earnings per share includes the dilutiffect of stock options, restricted stock
purchase contracts included in Equity Security §lnising the treasury stock method. The treasogkshethod assumes exercise of stock
options, vesting of restricted stock and conversibstock purchase rights under purchase contiaclisded in Equity Security Units, with the
assumed proceeds used to purchase common stdukatdrage market price for the period. The diffeecbetween the number of shares
assumed issued and number of shares assumed mdcbasesents the dilutive shares. The purchageactsincluded in Equity Security
Units were settled in November 2004, and the comstock issued is included in the basic earningspare calculation at December 31, 2!
Under long-term incentive plans, when cumulativeineome, as defined, met or exceeded threshadgtsyr contingently issuable shares were
dilutive to earnings per share.

ReclassificationsCertain prior year amounts have been reclassifiedhform to the current year presentation.
3. Business Combinations
Merger with WellPoint Health Networks Inc

As described in Note 1, on November 30, 2004, Amtisempleted its merger with WHN and purchased 100%e outstanding commi
stock of WHN. As a result of the merger, each WHdEtkholder received
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$23.80 in cash, without interest, and one shalefPoint common stock for each share of WHN comrsimtk held. The purchase price was
$16,022.3 and included cash of $3,718.8, the issiahapproximately 155.3 million shares of WelliR@iommon stock, valued at $11,293.8,
WHN stock options converted to WellPoint stock opsi and other stock awards for approximately 2JiliBom shares, valued at $806.3 and
$203.4 of estimated transaction costs. The fainevalf common stock issued was based on $72.7(hpeg,svhich represents the average
closing price of the Company’s common stock forfitie trading days ranging from two days beforéwo days after October 27, 2003, the
date the merger was announced.

As further described in Note 6, on November 30,4£2@0e Company borrowed $500.0 under its bridga faaility, $900.0 under a 364-
day facility and $1,400.0 under a five year segiedit facility to partially fund the cash portiofithe purchase price. The remainder of the
portion of the purchase price was funded throughstile of investment securities and from availabkh. Debt of $2,800.0 initially incurred
with the WHN merger was reduced to $1,893.2 at béoez 31, 2004.

In accordance with FAS 141, the purchase priceallasated to the fair value of WHN assets acquéed liabilities assumed, including
identifiable intangible assets. The excess of pasetprice over the fair value of net assets acgdjuésulted in $7,579.6 of estimated non-tax
deductible goodwill, of which $7,200.6 was allochte the Health Care segment and $379.0 to thei@pesegment. The purchase price
allocation is preliminary and additional refinem&may occur, including the completion of final thjparty valuations of certain intangible
assets.

The estimated fair values of WHN assets acquirediabilities assumed at the date of the mergesammarized as follows:

Current assel $ 11,359
Goodwill 7,579.¢
Other intangible asse 7,046.(
Other noncurrent asse 1,123.(
Total assets acquire 27,108..
Current liabilities 6,949.
Noncurrent liabilities 4,136.:
Total liabilities assume 11,086.(
Net assets acquire $ 16,022..

Of the $7,046.0 of acquired intangible assets, #t(Bwas assigned to Blue Cross and Blue Shielitnarks, $295.0 was assigned to
provider networks, and $251.0 was assigned toeadie for a state sponsored program, which areubfgct to amortization due to their
indefinite life. The remaining acquired intangilalssets consist of $2,030.0 of subscriber baseamitverage life of 20 years and $100.0 of
provider contracts with a 30 year life.

The results of operations for WHN are included ielNlRoint’s consolidated financial statements fa pleriod following November 30,
2004.

In connection with the WHN merger, the Company exed certain undertakings with the California Déypent of Managed Health
Care, the California Department of Insurance (“foatfiia DOI"), and the
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Georgia Department of Insurance (“Georgia DOI”) ethcontained various commitments by the CompanpeBges for merger related
undertakings of $61.5 were recorded in 2004 fotaeiobligations under our agreements with thef@adia DOI and the Georgia DOI.
Specifically, WellPoint committed to donations &350 to community clinics in California and $15d & program to be conducted through
California community colleges to support the traghdf new nurses in California. Further, Blue Crasd Blue Shield of Georgia, Inc. and B
Cross and Blue Shield Healthcare Plan of Georgia, committed to spend $11.5 for the establishraadtadministration of a telemedicine
network to benefit health care in rural Georgia.

The unaudited pro forma information includes thauhes of operations for WHN for the periods priorthe merger, adjusted for interest
expense on long-term debt and reduced investmeoitria related to the cash and investment secuuisied to fund the acquisition, additional
amortization and depreciation associated with tirelpase and the related income tax effects. Thaditea pro forma financial information is
presented for informational purposes only and n@hybe indicative of the results of operations hadNVbeen owned by WellPoint for the full
years ended December 31, 2004 and 2003, nor ée@ssarily indicative of future results of openasioThe following summary of unaudit
pro forma financial information presents revenunet,income and per share data of WellPoint aeif#tHN merger had occurred on Januar
2003.

Year Ended December 3:

2004 2003
Revenue: $ 42,134. $ 37,234.
Net income 1,918.¢ 1,504.:
Pro forma earnings per sha
Basic $ 6.52 $ 5.1
Diluted $ 6.31 $ 4.97
Pro forma shares outstanding (million
Basic 294.¢ 293.¢
Diluted 303.¢ 302.¢

Acquisition of Trigon Healthcare, Inc

On July 31, 2002, the Company completed its puclodd00% of the outstanding stock of Trigon Hezdtle, Inc. (“Trigon”). Trigon
was Virginia’s largest health care company and thesBlue Cross and Blue Shield licensee in Virgiekcluding the immediate suburbs of
Washington, D.C.

Trigon’s shareholders each received consideratiohirdy dollars in cash and 1.062 shares of thenGany’s common stock for each
Trigon share outstanding. The purchase price wd@384l and included cash of $1,104.3, the issuahapproximately 39.0 million shares of
the Company’s common stock, valued at $2,708.ofristock options converted into Company stockomgtifor approximately 3.9 million
shares, valued at $195.5 and $30.2 of transactists.cOn July 31, 2002, the Company issued $950dhg-term senior unsecured notes wt
were used, along with the sale of investment seesrand available cash, to fund the cash portidheopurchase price.

In accordance with FAS 141, the purchase priceallasated to the fair value of Trigon assets a@gland liabilities assumed, including
identifiable intangible assets. The excess of pselprice over the fair value of net assets actjuésulted in $2,146.1 of non-tax deductible
goodwill, which is allocated to the Health Carersegt.
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The estimated fair values of Trigon assets acquaretiliabilities assumed at the date of acquisiticnsummarized as follows:

Current assel $ 1,958.:
Goodwiill 2,146.:
Other intangible asse 1,172.°
Other noncurrent asse 208.¢
Total assets acquire 5,486.(
Current liabilities 904.2
Noncurrent liabilities 543.7
Total liabilities assume 1,447 .¢
Net assets acquire $ 4,038.:

Of the $1,172.7 of acquired intangible assets, $7@@s assigned to Blue Cross and Blue Shield tnades, which are not subject to
amortization due to their indefinite life. The reimiag acquired intangible assets consist of $468 Subscriber base with a weighted-average
life of 23 years, $8.4 of provider and hospitawatks with a 20 year life, and $4.2 of non-compageeements with a 26 month life.

The results of operations for Trigon are includethie Company’s consolidated statement of incortes #ie completion of the
acquisition on July 31, 2002.

The unaudited pro forma information includes theuhes of operations for Trigon for the periods ptimthe acquisition, adjusted for
interest expense on long-term debt and reducediment income related to the cash and investmentities used to fund the acquisition,
additional amortization and depreciation associatitd the purchase and the related income tax effdte unaudited pro forma financial
information is presented for informational purpoeafy and may not be indicative of the results pémtions had Trigon been owned by the
Company for the full year ended December 31, 2008js it necessarily indicative of future resufoperations. The following summary of
unaudited pro forma financial information for theay ended December 31, 2002 presents revenuascaete and per share data of WellPoint
as if the Trigon acquisition had occurred on Japda002.

Revenue: $ 15,254.!
Net income 592.(
Pro forma earnings per sha
Basic $ 4.1¢
Diluted $ 4.07
Pro forma shares outstanding (million
Basic 141.F
Diluted 145.¢
Other

During 2002, in addition to Trigon, the Company @beted two other acquisitions and made an additioo@tingent purchase price
payment on a 1999 acquisition with an aggregatehase price of $22.1. Goodwill recognized in thegasactions amounted to $14.1 of wt
$9.4 was deductible for tax purposes. Goodwill
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assigned to the Health Care and Specialty segriefi.7 and $3.4, respectively. The pro formaat$fef the acquisitions on results for
periods prior to the purchase dates are not materihe Company’s consolidated financial stateraent

4. Goodwill and Other Intangible Assets
A summary of the change in the carrying amountaafdyvill by reportable segment (see Note 20) for280d 2003 is as follows:

Health Care Specialty
Total
Balance as of December 31, 2( $ 2,475.: $ 96 $ 2,484.¢
Goodwill acquirec 3.C — 3.C
Adjustments (37.9) — (37.9)
Balance as of December 31, 2( 2,440." 9.6 2,450.:
Goodwill acquirec 7,206." 379.( 7,585.%
Adjustments (17.9 — (17.9
Balance as of December 31, 2( $ 9,629.: $388.¢ $10,017.¢

Goodwill acquired in 2004 included $7,579.6 relaiethe merger with WHN and $6.1 of additional gedbrelated to a contingent
earnout for a subsidiary in our Health Care segn@abdwill adjustments of $17.9 relate to the ewserof stock options issued as part of the
Trigon acquisition.

Goodwill adjustments for 2003 of $37.8 for the He&are segment include a $16.4 tax benefit assatimith the exercise of stock
options issued as part of the Trigon acquisitioth $21.4 for purchase accounting adjustments.

The components of other intangible assets as oéMber 31, 2004 and 2003 are as follows:

December 31, 200: December 31, 200:
Gross Net Gross Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Amount Amortization Amount Amount Amortization Amount
Intangible assets with finite live
Subscriber bas $2,549.; $ (1517 $2,398.( $ 519.1 $ (95.f) $ 423:
Provider and hospital networ 133.¢ (13.9) 120.1 33.¢ (10.5) 23.%
Other 14.€ (11.0 3.€ 15.1 (8.6) 6.5
2,697.¢ (175.9 2,521.° 568.( (114.9 453.]
Intangible assets with indefinite lif
Blue Cross and Blue Shield tradema 5,143.¢ — 5,143.¢ 773.¢ — 773.¢
Provider relationship 295.( — 295.( — — —
License 251.C — 251.C — — —
5,689.¢ — 5,689.¢ 773.¢ — 773.¢

$8,387. $ (175.9 $8,211.¢ $1,341.¢ $ (1149  $1,227.

As required by FAS 142, the Company completedritaial impairment tests of existing goodwill andestmtangible assets with
indefinite lives during the fourth quarters of 202003 and 2002. These tests involved the
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use of estimates related to the fair value of th&ress with which the goodwill and other intangiaksets with indefinite lives are allocated.
There were no impairment losses recorded during 22003 and 2002.

Aggregate amortization expense for intangible asséh finite lives for 2004, 2003 and 2002 was #63$47.6 and $30.2, respectively.
As of December 31, 2004, estimated amortizatioreegp for each of the five years ending Decembeis3 follows: 2005, $234.7; 2006,
$223.3; 2007, $211.3; 2008, $199.5; and 2009, #187.

5. Investments

A summary of available-for-sale investments isadkos:

Gross Unrealized

Cost or
Amortized Estimated
Cost Gains (Losses) Fair Value
December 31, 200

Fixed maturity securitie:
United States Government securi $ 1,504, $ 92 $ (24 $ 1,511t
Obligations of states and political subdivisic 2,434.¢ 14.: (11.9) 2,437.!
Corporate securitie 5,328.! 101.t (9.2 5,420.¢
Mortgage-backed securitie 3,018.¢ 29.¢ (4.€) 3,043.¢
Total fixed maturity securitie 12,286. 154.¢ (27.9) 12,413.
Equity securitie: 1,089.: 87.2 (3.9 1,173..
$13,376.4  $ 242.( $ (31.1) $13,586.!

December 31, 200

Fixed maturity securities
United States Government Securi $1182( $ 24: $ (20 $1,204.:
Obligations of states and political subdivisic 13.2 0.3 — 13.t
Corporate securitie 2,955.: 127.( (5.0 3,077.:
Mortgage-backed securitie 2,319. 47 .4 (6.€) 2,360.:
Total fixed maturity securitie 6,469.¢ 199.( (13.¢) 6,655.1
Equity securitie: 167.t 26.2 — 193.7

$6637. $ 2252 $ (13.€) $ 6,849.

The amortized cost and fair value of fixed matusiggurities at December 31, 2004, by contractualinty, are shown below. Expected
maturities may be less than contractual maturitexzsause the issuers of the securities may hawégtiteto prepay obligations without
prepayment penalties.

Amortized Estimated

Cost Fair Value

Due in one year or le: $ 357 $ 3581
Due after one year through five ye. 3,962.: 3,980.¢
Due after five years through ten ye 3,681.: 3,741.
Due after ten yeal 1,267. 1,289.°
9,268.: 9,369.¢

Mortgage-backed securitie 3,018.¢ 3,043.¢

$12,286." $12,413.
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Proceeds from sales of fixed maturity and equitusées during 2004, 2003 and 2002 were $7,22#43.15.0 and $4,535.9,
respectively. Gross gains of $95.4, $60.4 and $&@drgross losses of $51.4, $18.2 and $39.2 walieed on those sales in 2004, 2003 and
2002, respectively.

The Company recorded charges for other-than-termpargairment of securities of $0.8, $24.4 and $8%pectively, for 2004, 2003
and 2002. Charges for other-than-temporary impaitroésecurities are reported with net realizedhgain investments.

A summary of available-for-sale investments witmeatized losses as of December 31, 2004 and 2008 alith the related fair value,
aggregated by the length of time that investmeat&tbeen in a continuous unrealized loss posiigoas follows:

Less than Twelve Months
Twelve Months or More Total
Gross Gross Gross
Estimated Unrealized Estimated Unrealized Estimated Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
December 31, 200
Fixed maturity securitie:
United States Government securi $8009: $ 24 $ — $ — $ 8092 $ 24
Obligations of states and political subdivisic 902.2 10.€ 56.2 1.1 958.t 11.7
Corporate securitie 1,363.: 8.4 26.t 0.7 1,389.¢ 9.1
Mortgage-backed securitie 750.2 3.€ 53.4 1.C 803.¢ 4.€
Total fixed maturity securitie 3,824, 25.C 136.2 2.8 3,960.¢ 27.¢
Equity securitie: 82.t 3.3 — — 82.t 3.3
$3,907.: $ 28 $ 1362 $ 2.8 $4,043. $ 311
December 31, 200
Fixed maturity securities
United States Government securi $ 172« $ 18 $ 36 $ 02 $ 1760 $ 2C
Obligations of states and political subdivisic — — — — — —
Corporate securitie 404.1 5.C — — 404.1 5.C
Mortgage-backed securitie 562.¢ 6.€ — — 562.¢ 6.€
Total fixed maturity securitie 1,139. 13.4 3.6 0.2 1,143.( 13.€

Equity securitie: — — — — — —

$1,139. $ 134 $ 36 $ 02 $1,143.( $ 13

The Company’s fixed maturity investment portfolosiensitive to interest rate fluctuations, whiclpact the fair value of individual
securities. Unrealized losses reported above wemerglly caused by the effect of a rising interat environment on certain securities with
stated interest rates currently below market ratee. Company has the ability and intent to holdéhgecurities until their full cost can be
recovered. Therefore, the Company does not betfevenrealized losses represent an other-than-temypionpairment as of December 31,
2004.
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Long-term investments classified as availabledale had an estimated fair value and amortizedaf&271.4 and $268.5 as of Decernr
31, 2004, respectively, and $124.5 and $118.7 &eoémber 31, 2003, respectively.

Restricted assets accounted for as trading sexsutigtaled $310.2 and $0.0 as of December 31, 2002003, respectively. Realized
gains and losses from trading activities were natiemial to the consolidated statements of income.

The Company'’s holdings in other long-term investtagataled $166.5 and $40.2 as of December 31, 2884003, respectively.

The major categories of net investment income edléd investments available-for-sale and long-tewestments for the years ended
December 31 are as follows:

2004 2003 2002

Fixed maturity securitie $299.1 $274. $255.2
Equity securitie: 8.1 3.7 3.6
Cash, cash equivalents and ot 12.€ 6.6 7.C
Investment revenu 319.¢ 284.¢ 265.¢
Investment expens (8.1 (6.7) (5.2
Net investment incom $311.7 $278.1 $260.7

During 2004, the Company entered into securitinditey programs that were historically transacted\tN. Securities on loan under
Company’s securities lending programs are includatie cash and investment captions shown on tbenaganying consolidated balance
sheets. Under these programs, brokers and deaberbavrow securities are required to deliver sufigilly the same security to the Company
upon completion of the transaction. The balancgecfrrities on loan as of December 31, 2004 was.$65&8ome earned on security lending
transactions for the year ended December 31, 2G@3450.1.
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At December 31 the carrying value of long-term dahisists of the following:

2004 2003
Surplus notes at 9.125% due 2( $ 41€ $ 296.%
Surplus notes at 9.000% due 2( 24.¢ 197.¢
Senior unsecured notes at 6.800% due : 791.¢ 790.7%
Senior unsecured notes at 4.875% due : 149.¢ 149.¢
Subordinated debentures included in Equity Secuhtits at 5.950% due 20( — 224.:
Senior unsecured notes at 3.500% due : 192.¢ —
Senior unsecured notes at 3.750% due : 297.2 —
Senior unsecured notes at 4.250% due : 297.c —
Senior unsecured notes at 5.000% due : 492.¢ —
Senior unsecured notes at 5.950% due : 493.¢ —
Senior unsecured notes at 6.375% due : 469.¢ —
Senior unsecured notes at 6.375% due : 378.¢ —
Commercial paper progra 793.2 —
Other 3.2 4.7
Long-term debt 4,427.( 1,663.:
Current portion of lon-term deb! (150.9 (0.9
Long-term debt, less current porti $4,276.7 $1,662.¢

Current portion of long-term debt is reported wither current liabilities and at December 31, 2D@fudes senior unsecured notes at
4.875% of $149.8, which mature in August 2005.

The Company had cash requirements of approxim&®00.0 for the WHN merger, including both thehcpsrtion of the purchase
price and estimated transaction costs. In anticipaif the merger, on November 15, 2004, the Comegntered into a bridge loan agreement
under which it could borrow up to $3,000.0. The ants available under this bridge loan were reducekl,500.0 upon the Company entering
into the senior credit facilities described in tregagraph below. On November 30, 2004, the Compampwed $500.0 under this bridge
facility to partially fund the WHN merger. As fughdescribed below, senior unsecured notes wareds® replace this bridge loan during
December 2004. Upon issuance of the senior unsgautes, the $500.0 of borrowings under the bridga was required to be repaid and the
commitments under the bridge loan agreement wengnated.

On November 19, 2004, the Company entered intosenior credit facilities with certain of its lenddi) in connection with the pending
merger with WHN, (i) to replace the existing $6D@evolving credit facility set to mature on Jur& 2005 and the $400.0 revolving facility,
which would have matured on November 5, 2006, anddr general corporate purposes. The new faesiinclude a $1,000.0 364-day credit
facility which expires on November 29, 2005 andleb$0.0 five year facility which matures on NovemB@, 2009. The Company’s ability to
borrow under these facilities is subject to commpdmwith certain covenants. On November 30, 2004hém borrowed $900.0 under the 364-
day facility and $1,400.0 under the five year fiagito partially fund the WHN merger. As describednore detail below, senior unsecured
notes and commercial paper were issued to repfese thorrowings during December 2004. There wegmaunts outstanding under the
senior credit facilities and the Company was in pbamce with the covenants as of December 31, 2004.
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Effective upon the merger with WHN, the board o&diors authorized an increase in the Company’swertial paper program from
$1,000.0 to $2,000.0, the proceeds of which maydeel for general corporate purposes, includingeparchase of the Company’s debt and
common stock. The Company initially borrowed $1,800nder this commercial paper program, which weeluo repay a portion of the ser
credit facilities described above. As of DecembkerZ04, $793.2 of commercial paper remained outstg. Commercial paper borrowings
have been classified as long-term debt at DeceBhe2004 in accordance with FAS@assification of ShorfFerm Obligations Expected to
Refinance(, as the Company’s practice and intent is to reptort-term commercial paper outstanding at etipitavith additional short-term
commercial paper for an uninterrupted period extanfbr more than one year or with borrowings unither senior credit facilities, including
the $1,500.0 five year facility described above.

Surplus notes ($42.0 at 2004 and $300.0 at 20031865% notes due 2010 and $25.1 at 2004 and $20@@03 of 9.000% notes due
2027) are unsecured obligations of Anthem Insur&@wmpanies, Inc. (“Anthem Insuranced)wholly owned subsidiary, and are subordina
right of payment to all of Anthem Insuransexisting and future indebtedness. Any paymeirtefest or principal on the surplus notes ma
made only with the prior approval of the IndiangBement of Insurance (“IDOI"), and only out of é@band surplus funds of Anthem
Insurance that the IDOI determines to be avail&dri¢he payment under Indiana insurance laws. @ubilrcember 2004, WellPoint completed
a tender offer to purchase Anthem Insurance surmtes from the holders, and purchased $258.01@59% notes due 2010 and $174.9 of
9.000% notes due 2027. The Company recorded atd@&B16.1 which has been recorded as loss on rieasecof debt securities in the
statement of income for the year ended Decembe2(B14.

On July 31, 2002, the Company issued $950.0 of-teng senior unsecured notes ($800.0 of 6.800%srdiie 2012 and $150.0 of
4.875% notes due 2005). The net proceeds of $3881bthe note offerings were used to pay a portibthe cash consideration and expenses
associated with the acquisition of Trigon.

Subordinated debentures included in Equity Seclhitiis were unsecured and subordinated in rigipagiment to all existing and future
senior indebtedness. During August 2004, the Compampleted a remarketing of its $230.0 suborduhaebentures included in Equity
Security Units, as required under the terms oBheity Security Units issued in November 2001. Assult of the remarketing, the interest
on the subordinated debentures was reset to 4.655%.

Proceeds from the remarketing were used to purdd&seTreasury securities which were held by satethl agent to satisfy the stock
purchase contract portion of the Equity Securityt&lin November 2004, proceeds of $230.0 wereivedgrom the collateral agent, and
approximately 5.3 million shares of common stockenissued pursuant to the purchase contract pasfitime Equity Security Units.

In connection with the remarketing, in August 200%, Company issued $200.0 of 3.500% Notes due,2@0¢h were used to exchange
and retire $190.0 aggregate principal amount o#t685% remarketed subordinated debentures. Thep&uwyralso received approximately
$4.7 of cash proceeds, net of underwriting discoant offering expenses. Following issuance oBtB80% Notes due 2007, $40.0 of
aggregate principal amount of the 4.655% remarke#dntures remained outstanding. During Novembe4 2the Company repurchased and
retired the remaining $40.0 of aggregate princgpabunt of the 4.655% subordinated debentures anfiscember 31, 2004, no amounts of
the 4.655% subordinated debentures remain outsigntihe $200.0 of 3.500% Notes due 2007 were issnddr a shelf registration filed with
the Securities and Exchange Commission in Dece2®@2 for any combination of debt or equity secesitin one or more
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offerings up to an aggregate amount of $1,000.00fA3ecember 31, 2004, WellPoint had $800.0 ofsthelf registration capacity remaining.

On December 9, 2004, the Company issued $300.(0r603 Notes due 2007, $300.0 of 4.250% Notes d06,2500.0 of 5.000% Not
due 2014 and $500.0 of 5.950% Notes due 2034. idetpds from this offering were approximately $3,3&fter deducting the initial
purchasers’ discount and estimated offering experi@®ceeds from these notes were used to rep®p€te0 outstanding under the bridge
loan, $500.0 outstanding under the five-year setniedit facility and $500.0 to fund the tender ofie purchase surplus notes of Anthem
Insurance. The remainder of the proceeds was oseghay commercial paper.

The senior unsecured notes of 6.375% due 2006 87%% due 2012 were obligations of WHN prior to therger. This indebtedness
was assumed by Anthem Holding Corp., a direct whollined subsidiary of WellPoint. As required by FA&L, this debt was recorded at fair
value as of the merger date.

Interest paid during 2004, 2003 and 2002 was $143.36.4 and $71.1, respectively.

Future maturities of debt are as follows: 2005,06352006, $470.2; 2007, $491.0; 2008, $0.8; 2809091.1 and thereafter $2,223.6.
7. Hedging Activity
Cash Flow Hedges

During 2004, the Company entered into forward stgnpay fixed swaps and treasury lock swaps withggregate notional amount of
$2,000.0. The objective of these hedges was tdredim the variability of cash flows in the interpstyments on the expected issuance of debt
securities to be used to partially fund the cagfiqgro of the WellPoint merger.

Upon termination of the swaps the Company receivadt $15.7, the net fair value at the times ahieation. The Company recorded an
unrealized gain of $10.2, net of tax, as accumdlateer comprehensive income. Prior to the WHN reerthe Company reclassified $0.7 (4
net of tax) to net realized gains on investmentdHe portion of the hedges that were deemed ruditgiie of occurring. Following the
completion of the WHN merger on November 30, 2QBd,Company issued the expected debt securitiddha@ances in accumulated other
comprehensive income will be amortized into earsjrag a reduction of interest expense, over taefithe debt securities. The unamortized
fair value included in accumulated comprehensieenne at December 31, 2004 was $9.7. As of DeceBihez004, the total amount of
amortization over the next twelve months will dexse interest expense by approximately $1.3.

Fair Value Hedges

On December 13, 2004, the Company entered int®8.83otional amount interest rate swap agreenosesd¢hange a fixed 3.75% rate
for a LIBOR-based floating rate. The swap agreeregpires December 14, 2007. For the year endedrbleee31, 2004, the Company
recognized $0.1 of income from this swap, which vex®rded as a reduction of interest expense. Azoémber 31, 2004, the Company
recognized a derivative liability of $0.8, whichrescorded as a current liability.
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The following methods and assumptions were usedtimate the fair value of each class of finanicistrument:
Cash and cash equivaleniBhe carrying amount approximates fair value, basethe short-term maturities of these instruments.

Investments, available for sale, at fair valUdte carrying amount approximates fair value, baseduoted market prices for the same or
similar instruments.

Long-term investment3he carrying amount approximates fair value, baseduoted market prices for the same or similarumsents.

Commercial paperThe carrying amount for commercial paper approx@adair value as the underlying instruments haviabe
interest rates at market value.

Equity Security Units The fair value of the Equity Security Units issbd on quoted market prices for these instruments.

Other notesThe fair value of other notes is based on quotedkebgrices for the same or similar debt, or, ifqumted market prices we
available, on the current rates estimated to b#adla to the Company for debt of similar terms aechaining maturities.

Interest rate swapThe fair value of the interest rate swap is basethe quoted market prices by the financial instituthat is the
counterparty to the swap.

Considerable judgment is required to develop estémaf fair value for financial instruments. Accimgly, the estimates shown are not
necessarily indicative of the amounts that woulddzdized in a one time, current market exchangdlaf the financial instruments.

The carrying values and estimated fair values ef@bmpany’s financial instruments at December 8laarfollows:

2004 2003
Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value
Assets:
Cash and cash equivale $ 1,457.. $ 1,457.. $ 464.F $ 464.F
Investments availak-for-sale 13,586.¢ 13,586.! 6,849.( 6,849.(
Long-term investment 748.1 748.1 164.% 164.5
Liabilities:
Long-term debt:
Commercial pape 793.2 793.% — —
Equity Security Unite — — 224 405.¢
Other note: 3,483.! 3,654.. 1,438.¢ 1,724
Interest rate swa 0.8 0.8 — —
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A summary of property and equipment at Decembéds 3% follows:

2004 2003
Land and improvemen $ 57.c $ 34:
Building and component 476.( 357.¢
Data processing equipment, furniture and othergqgant 555.1 408.4
Computer software, purchased and internally dewsl: 589.1 272.¢
Leasehold improvemen 89.t 47.F
1,767.( 1,120.

Less accumulated depreciation and amortize (721.9 (609.9
$1,045.: $ 510.t

Property and equipment includes noncancelablealdpéses of $25.7 and $7.3 at December 31, 2002@03, respectively. Total
accumulated amortization on these leases at Deae3ithb2004 and 2003 was $5.9 and $4.6, respectild@preciation and leasehold
improvement and capital lease amortization expés2004, 2003 and 2002 was $135.7, $127.8 and.$1688spectively. Capitalized costs
related to the internal development of softwar§380.9 and $117.2 at December 31, 2004 and 2083¢ctvely, are reported with computer
software.

10. Medical Claims Payable

A reconciliation of the beginning and ending bakstor medical claims payable is as follows:

2004 2003 2002
Balances at January 1, net of reinsure $ 1,833.( $ 1,797.. $1,318.¢
Business combinations and purchase adjustn 2,394.. (20.€) 379.
Incurred related tc

Current yea 15,452.¢ 12,374.. 9,887.¢

Prior years (172.9) (226.2) (147.0
Total incurrec 15,280.: 12,148.( 9,740.¢
Paid related tc

Current yea 12,556. 10,598.: 8,316.¢

Prior years 2,781.; 1,493.1 1,325.:
Total paid 15,337.! 12,091.( 9,641."
Balances at December 31, net of reinsur: 4,170.: 1,833.( 1,797.;
Reinsurance recoverables at Decembe 31.¢ 8.7 2.8
Balance at December 31, gross of reinsurance regioles $ 4,202.( $ 1,841, $1,800.(

Amounts incurred related to prior years vary frorayiously estimated liabilities as the claims atenately settled. Liabilities at any ye
end are continually reviewed and re-estimated fasrimation regarding actual claims payments becdimesvn. This information is compared
to the originally established year end liabilityedative amounts reported for incurred related itor yrears result from claims being settled for
amounts less than originally estimated. This exgree is primarily attributable to actual medicadtoexperience more favorable than that
assumed at the time the liability was established.
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The Company reinsures certain of its risks witreottompanies and assumes risk from other compangsuch reinsurance is accour
for as a transfer of risk. The Company is contirlyeiable for amounts recoverable from the reirstin the event that it does not meet its
contractual obligations.

The Company evaluates the financial condition ®fdéinsurers and monitors concentrations of crékitarising from similar geographic
regions, activities, or economic characteristicthefreinsurers to minimize its exposure to sigatfit losses from reinsurer insolvencies.

A summary of net premiums written and earned ferytbars ended December 31 is as follows:

2004 2003 2002
Written Earned Written Earned Written Earned

Consolidated
Direct $18,886.. $18,824.. $15,269. $15,186.: $12,002.{ $11,956.!
Assumec 5.¢ 5.4 4.4 4.6 1.1 1.1
Ceded (58.7) (58.2) (23.0 (23.]) (18.9) (29.7)
Net premiums $18,833.. $18,771. $15,251.. $15,167.° $11,985.¢ $11,937.
Reportable segment
Health Care $18,571.¢ $18,511.! $15,092.! $15,008.t $11,882.: $11,834.!
Specialty 269.7 268.1 171.7 172.1 103.Z 103.Z
Other (8.0 (8.0 (13.0 (13.0 0.2 0.2
Net premiums $18,833.0 $18,771.4 $15251.. $15167.° $11,985¢ $11,937.

The effect of reinsurance on benefit expense fery#ars ended December 31 is as follows:

2004 2003 2002
Assume—increase in benefit expen $ 9.€ $10¢ $6.7
Ceder—decrease in benefit exper 41.1 33.¢ 27.4

The effect of reinsurance on certain assets abditias at December 31 is as follow

2004 2003
Policy liabilities assume $212.¢  $18.1
Unearned premiums assurr 19.: 0.€
Premiums payable ced 31.€ 3.7
Premiums receivable assurr 28.c 0.2

12. Capital Stock
Stock Incentive Plan:

The Company’s 2001 Stock Incentive Plan (“StocknBlarovides for the granting of stock options,trieted stock awards, performance
stock awards, performance awards and stock apficetigghts to eligible employees and non-emplogigectors. The Stock Plan permits the
Compensation Committee of the Board of
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Directors to make grants in such amounts and &t Soes as it may determine, including grants afreh of restricted and unrestricted com
stock in lieu of the Company'’s obligations to pagie under other plans and compensatory arrangentaitgling the Company’s Annual
Incentive Plan and Long Term Incentive Plan.

In accordance with the Stock Plan, options to pasetshares of common stock at an amount equag faithmarket value of the stock
the date of grant were granted to eligible empleyared non-employee directors during 2004, 2003280@. Options vest and expire over
terms as set by the Compensation Committee airtteedf grant. These options generally vest at tited two or three years and expire 10
years from the grant dal

In connection with the WHN merger, the Company as=dithe WellPoint Health Networks Inc. 1999 Staugelntive Plan, the WellPoi
Health Networks Inc. 2000 Employee Stock OptiomPthe Cobalt Corporation Equity Incentive Plarg, BightCHOICE Managed Care, Inc.
2001 Stock Incentive Plan, the RightCHOICE ManaGade, Inc. 1994 Equity Incentive Plan and the RigtDICE Managed Care, Inc.
Nonemployee Directo’ Stock Option Plan, which collectively provided filie granting of stock options to employees and-@mployee
directors. WHN stock options were converted to \Reiht stock options using the option exchange radidefined in the merger agreement.
The converted stock options were recorded at thaisition date as additional paid in capital antligd at $810.0 using a Black-Scholes
option-pricing model with weighted average assuorngias follows:

Risk-free interest rat 3.94%
Volatility factor 33.0(%
Dividend yield —
Weightec-average expected li 7 year:

As of the merger date, there were 478,226 WHN optibat were not vested. Unearned compensatioredeia these unvested options
was $12.9 at December 31, 2004.

In connection with the acquisition of Trigon, ther@pany assumed the Trigon 1997 Stock Incentive &hanthe Trigon 1997 Non-
Employee Directors Stock Incentive Plan, whichedilely provided for the granting of stock optidnsemployees and non-employee
directors. Trigon stock options were converted tdh&m stock options. Pursuant to this registratimnadditional options may be granted ut
the converted Trigon plans. The converted stoclonptwere recorded at the acquisition date asiadditpaid in capital and valued at $195.5
using a Black-Scholes option-pricing model with glged-average assumptions as follows:

Risk-free interest rat 4.96%
Volatility factor 42.0(%
Dividend yield —
Weightec-average expected li 7 year:

90



WellPoint, Inc.

Notes to Consolidated Financial Statements (coatihu
12. Capital Stock (continued)

A summary of the stock option activity for the y@anded December 31 is as follows:

Weighted-
Average
Number of Exercise

Options Price
Balance at December 31, 2C 1,458,63: $ 36.0C
Granted 1,579,97! 71.8(
Conversion of Trigon optior 3,866,77! 30.8¢
Exercisec (877,959 27.3¢
Forfeited (162,67) 38.5:
Balance at December 31, 2C 5,864,73! 43.4¢
Granted 1,809,75! 71.61
Exercisec (1,392,47) 27.7C
Forfeited (169,439 54.21
Balance at December 31, 2C 6,112,57! 55.11
Granted 4,281,121 95.27
Conversion of WHN option 21,639,39 59.9¢
Exercisec (7,351,75) 50.2:
Forfeited (164,03) 68.97
Balance at December 31, 2C 24,517,30 $ 67.7¢
Options exercisable at December 31, 2 2,992,89 $ 31.9(
Options exercisable at December 31, 2 3,330,611 41.2
Options exercisable at December 31, 2 13,627,07 64.0(

Information about stock options outstanding and&gable as of December 31, 2004 is summarized!as\s:
Options Outstanding Options Exercisable
Weighted

Average Weighted Weighted
Remaining Average Average
Number Contractual Exercise Number Exercise

Range of Exercise Price Outstanding Life Price Exercisable Price
$ 6.30-3%47.54 3,752,20. 5.5 $32.1¢ 3,752,20. $32.1¢
47.58- 55.10 6,533,63. 7.€ 53.47 3,001,741 52.61
56.24- 82.06 8,052,78I 8.3 76.41 2,845,74. 72.8¢
82.28- 101.33 6,178,69! 6.7 93.3¢ 4,027,38l 95.8¢
24,517,30 7.3 67.7¢ 13,627,07 64.0(

During the year ended December 31, 2004, pursoahttStock Plan, the Company granted 1,146,02@slud stock, including 692,937
shares of restricted stock and 84,218 shares aiPédat common stock under the Company’s 2001 LoegaTIncentive Plan. The Company
also granted 7,526 shares of restricted stock thékn Southeast employees under long term inceaveements, 2,090 shares of WellPoint
common stock to non-employee directors, 357,666eshaf restricted stock and 1,586 shares of WeallRmmmon stock for awards at the fair
value of WellPoint's common stock on the grant dafes of December 31, 2004, 1,051,163 shares tfatesl stock remain unvested.
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During the year ended December 31, 2003, pursoahetStock Plan, the Company granted 21,713 slo&restricted stock and stock,
including 16,849 restricted shares to Anthem Saghemployees under former Trigon long-term inaengigreements and 4,864 shares to non
employee directors. The shares were issued atthediue of the stock on the grant date. The 1% @4tricted shares vest over periods defined
by the former Trigon long-term incentive agreements

During the year ended December 31, 2002, the Coyngiaamted 95,300 shares of the Company’s commark st® restricted stock
awards to certain eligible executives. These shailesest as follows: (i) 1,700 will vest on tharier of, December 31, 2005, if certain
performance measures are attained, or July 1, 20@¥(ii) the remaining 93,600 will vest equally Dacember 31, 2004 and 2005. During the
year ended December 31, 2002, the Company grari&8 8hares to n-employee directors.

For grants of restricted stock, other than thosarded under long-term incentive agreements, undarompensation equivalent to the
fair market value of the shares at the date oftgearecorded as a separate component of sharekoédpiity and subsequently amortized to
compensation expense over the vesting period. Cosapien expense totaling $10.0, $2.2 and $1.5 eesgnized for 2004, 2003 and 2002,
respectively.

As of December 31, 2004, there were 12.3 millioarsh of common stock available for future granideurthe Stock Plan.
Employee Stock Purchase Ple

The Company has registered 3.0 million shares winson stock for the Employee Stock Purchase Plato¢kSPurchase Plan”) which is
intended to provide a means to encourage and assfbyees in acquiring a stock ownership intareellPoint. The Stock Purchase Plan
was initiated in June 2002 and any employee thatsée eligibility requirements, as defined, maytipipate. No employee will be permitted
to purchase more than $25,000 (actual dollars)lwairstock in any calendar year, based on thenfaiket value of the stock at the beginning
of each plan quarter. Employees become particiganedecting payroll deductions from 1% to 15% ofss compensation. Payroll deductions
are accumulated during each quarter and appliedrtbthe purchase of stock on the last trading d&ach quarter. Once purchased, the stock
is accumulated in the employee’s investment accdur purchase price per share is 85% of the l@ivdre fair market value of a share of
common stock on either the first or last trading dthe quarter. Employee purchases under thekRtacchase Plan were $21.9, $18.4 and
$6.9, respectively, resulting in the issuance grapimately 0.3 million, 0.3 million and 0.2 millioshares during 2004, 2003 and 2002,
respectively. As of December 31, 2004, there wppr@&imately 2.2 million shares of common stockikade for issuance under the Stock
Purchase Plan.

Pro Forma Disclosure

The pro forma information regarding net income eathings per share has been determined as if timp&uw/ accounted for its stock-
based compensation using the fair value method faihgalue for the stock options was estimatethatdate of grant using a Black-Scholes
option-pricing model with the following weighted-erage assumptions:

2004 2003 2002
Risk-free interest rat 3.56% 2.60% 4.16%
Volatility factor 37.00% 46.00% 45.00%
Dividend yield — — —

Weightec-average expected li 4.5 year 4.3 year 4.0 year
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The Black-Scholes option-pricing model was devetbfme use in estimating the fair value of tradetiaps that have no vesting
restrictions and are fully transferable. In additioption valuation models require the input oftfiygsubjective assumptions including the
expected stock price volatility. Because the Comyfgastock option grants have characteristics sigaiftly different from those of traded
options, and because changes in the subjectivé agsumptions can materially affect the fair vadagmate, in managemestpinion, existiny
models do not necessarily provide a reliable singg@asure of the fair value of its stock option ¢gan

For purposes of pro forma disclosures, compensatipense is increased for the estimated fair vaftlee options amortized over the
options’ vesting periods and for the differencenmatn the market price of the stock and discountedhase price of the shares on the purchase
date for the employee stock purchases. The Compamg'forma information is as follows:

2004

2003 2002

Reported net incom

Add: Stockbased employee compensation expense for reststiiel and stoc
awards included in reported net income (net of 6.€ 1.7 1.C

Less: Total stoc-based employee compensation expense determined fairc

$960.1 $774.% $549.1

value based method for all awards (net of (89.5) (24.¢) (14.7)

Pro forma net incom $877.2 $751.¢ $536.(
2004 2003 2002
As As As
Reported Pro Reported Pro Reported Pro
Forma Forma Forma

Earnings per shar

Basic net incom $ 62¢ $ 575 $ 56C $54: $ 461 $ 4.5

Diluted net incom 6.1C 5.6C 5.4t 5.2¢ 4.51 4.4;
Weightec-average fair value of options granted during

year — 32.7¢ — 28.7¢ — 28.1¢
Weighted-average fair value of employee stock pasek

during the yea — 18.3¢ — 15.5¢ — 15.2¢
Weighted-average fair value of restricted stock stodk

awards granted during the ye — 107.8¢ — 66.9: — 62.5%

Stock Repurchase Progral

On January 27, 2003, the Board of Directors autledrithe repurchase of up to $500.0 of stock ungeogram that was to expire in
February 2005. On October 25, 2004, the Board oéddrs authorized an increase of $500.0 to thgrpro and extended the expiration date
through February 2006. Under the program, repueshagy be made from time to time at prevailinggsjcsubject to certain restrictions on
volume, pricing and timing. During 2004, the Compaapurchased and retired 1.0 million shares, avamnage per share price of $82.24, for
an aggregate cost of $82.3. During 2003, the Compapurchased and retired approximately 3.4 milbares, at an average per share pri
$64.06, for an aggregate cost of $217.2. The exafessst of the repurchased shares over par valakarged on a pro rata basis to additional
paid in capital and retained earnings. Under thigiram, an additional $700.5 remains authorizeduture repurchases.
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Shares Issued for the WHN Merge

Effective November 30, 2004, as partial consideratn the WHN merger, the Company issued one stfatemmon stock for each
WHN share outstanding, resulting in additional tanding shares of approximately 155.3 million. Ti4,293.8 fair value of the common
shares issued was determined based on $72.70gver, sthich represents the average closing priteeo€ompanys common stock for the fir
trading days ranging from two days before to twgsdafter October 27, 2003, the date the mergeranasunced. Offering costs of $8.3
reduced the aggregate fair value and $11,285.5eeasded as par value of common stock and additjpaid in capital.

Shares Issued for the Trigon Acquisitia

Effective July 31, 2002, as partial considerationthe purchase of Trigon, the Company issued 1sb&2es of common stock for each
Trigon share outstanding, resulting in additionatistanding shares of approximately 39.0 millione2,708.1 fair value of the common shi
issued was determined based on the average closaggof the Company’s common stock for the fivading days ranging from two days
before to two days after the merger was annour@#dring costs of $4.1 reduced the aggregate fiievand $2,704.0 was recorded as par
value of common stock and additional paid in cdpita

Equity Security Units

At the time of its initial public offering on Novdmer 2, 2001, the Company issued 4.6 million Eq8#gurity Units at 6.00%. Each
Equity Security Unit contained a purchase contuacter which the holder agreed to purchase, for fiillars, shares of the Company’s
common stock on November 15, 2004. In November 28@1Company received $230.0 for the issuancg@pfoximately 5.3 million shares
Anthem common stock pursuant to the purchase adrmation of the Equity Security Units. The numbéshares purchased was determined
based on the average trading price of the Compaayrsmon stock at the time of settlement.

13. Earnings Per Share

The denominator for basic and diluted earningsspare for 2004, 2003 and 2002 is as follows:

2004 2003 2002

(In Millions)
Denominator for basic earnings per s—weightec-average share 152.¢ 138.: 119.C
Effect of dilutive securities
Employee and director stock options and non vegsilicted stock awarc 2.2 1.2 1.3
Shares to be contingently issued under -term incentive plai 0.2 0.€ —
Incremental shares from conversion of Equity Séglit purchase contrac 2.3 1.¢ 1kt
Denominator for diluted earnings per sh 157.5 142.( 121.¢

Shares were issued under the long-term incenta ipl April 2004. The Equity Security Unit purchasmtracts were settled on
November 15, 2004, and approximately 5.3 millioarsis of the Compa’s common stock were issued and included in th&lesnings per
share calculation.
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The components of deferred income taxes at DeceB1ibare as follows:

2004 2003
Deferred tax asset
Pension and postretirement bene $ 148.] $ 67.7
Accrued expense 433.% 195.¢
Alternative minimum tax and other cred 2.C 46.¢
Insurance reserve 149.¢ 72.5
Net operating loss carryforwar 38.1 27.¢
Bad debt reserve 58.€ 15t
Depreciation and amortizatic 110.¢ 6.7
State income ta 136.1 4.2
Deferred compensatic 232.3 32.2
Other 36.€ 24.%
Total deferred tax asse 1,345.° 493.C
Valuation allowanct (22.9) (56.1)
Total deferred tax assets, net of valuation allowe: 1,323. 437.2
Deferred tax liabilities
Unrealized gains on securiti 106.z 75.¢
Acquisition related liabilities
Goodwill and conversion issu 15.z 16.€
Trademarks and software developm 1,817.( 292.c
Subscriber base, provider and hospital netw 1,062.: 153.1
Other acquisition related liabilitie 30.C 28.C
Investment basis differen: 192.¢ 5.2
Retirement liabilities 80.2 88.1
Other 182.t 31.¢
Total deferred tax liabilitie 3,485.¢ 691.:
Net deferred tax liabilit $(2,162.4) $(254.])
Deferred tax asset/(liabilit—current (reported with other current assets oiilltgs) $ 434( $ (53.9)
Deferred tax liabilit—noncurren (2,596.9) (200.9
Net deferred tax liabilit $(2,162.4) $(254.])

The net decrease in the valuation allowance fod24@ 2003 was $33.8 and $81.9, respectively. @heation allowance is attributable
to the uncertainty of alternative minimum tax (“AN)Tcredits and net operating loss carryforwardsdagerred tax assets related to these types
of deductions are recognized in the tax returnytieation allowance is no longer required anc@uced. During 2004 and 2003, the valuation
allowance change was due to utilization of AMT dt®dnd net operating loss carryforwards and thigeeamount was recorded as additional
tax liabilities. Also the valuation allowance wasreased by $4.7 as a result of the WHN mergernnD@002, $18.0 of the change in the
valuation allowance was recorded as a reductiggotawill. This adjustment resulted from recognitmfrdeferred tax assets previously
determined to be unrealizable. In addition, du20§2, $57.2 of the decrease was recorded as adlitiax liabilities and $37.2 was recorded
as a reduction to income tax expense.

Due to uncertainties, including industry issuegarding both the timing and amount of deductiohs,lenefit of the valuation allowance
releases were offset by an increase in additiomtaime tax liabilities. The industry issues incltlde valuation and timing of tax deductions for
intangibles in existence as of the conversion oeBTross Blue Shield organizations to taxable stand the Special Tax Deduction for Blue
Cross Blue Shield entities under Internal RevenoéeCSection 833(b).
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Significant components of the provision for incotares consist of the following:

2004 2003 2002
Current tax expens
Federa $508.2 $362.¢ $172.1
State and loce 27.2 14.7 13.t
Total current tax expen: 535.¢ 377.5 185.¢
Deferred tax expense (bene (52.2) 60.1 67.¢
Total income tax expen: $483.2 $437.¢ $253.¢

A reconciliation of income tax expense recordethaconsolidated statements of income and amoomgugted at the statutory federal
income tax rate is as follows:

2004 2003 2002
Amount Amount Amount
% % %
Amount at statutory rai $505.2 35.C $424.2 35.C $280.¢ 35.C
State and local income taxes net of federal taetie (35.7) (2.5 9.2 0.8 9.4 1.2
Tax exempt interest and dividends received deduo 4.7 (1.0 (0.6) (0.1 (0.6) (0.1

Deferred tax valuation allowance change, net obpetrating loss carryforwards a

other tax credit — —
Non-deductible acquisition expen 21.t 1.
Other, ne 6.S 0.

S — (37.2)  (4.6)

(n

4.7 0.4 0.6 0.1

$483.2 335 $437.¢ 36.1 $253.« 31

As a result of legislation enacted in Indiana orrdhal6, 2004, the Company recorded deferred teetaissd liabilities, with a
corresponding net tax benefit in the income statero£$44.8, or $0.29 per basic share and $0.28lihgted share, for the year ended
December 31, 2004. The legislation eliminated tieation of tax credits resulting from the paymeifiuéure assessments to the Indiana
Comprehensive Health Insurance Association (“ICH|Afdiana’s high-risk health insurance pool. Untter new legislation, ICHIA tax
credits are limited to any unused ICHIA assessmaitt prior to December 31, 2004. A valuation alloe®of $5.6 was established for the
portion of the deferred tax asset, which the Comgmeiieves will likely not be utilized. There is warryforward limitation on the tax credits
and the net operating loss carryforwards do noirbigexpire until 2018.

In certain states, the Company pays premium taxéeu of state income taxes. Premium taxes arerteg with general and
administrative expense.

At December 31, 2004, the Company had unused federaet operating loss carryforwards of approxeha$98.4 to offset future
taxable income. The loss carryforwards expire eytbars 2005 through 2020. During 2004, 2003 af@ 28deral income taxes paid totaled
$646.3, $303.3 and $151.2, respectively.
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A reconciliation of the components of accumulatdteo comprehensive income at December 31 is amifsll

2004 2003
Investments, including loi-term:
Gross unrealized gail $245.2 $231.¢
Gross unrealized loss (31.9 (14.9
Total pretax net unrealized gai 213.¢ 217.¢
Deferred tax liability (75.0 (76.])
Net unrealized gair 138.¢ 141.c
Cash flow hedge:
Gross unrealized gait 14.¢ —
Deferred tax liability (5.2 —
Net unrealized gair 9.7 —
Additional minimum pension liability
Gross additional minimum pension liabil 4.1 (4.0
Deferred tax asst 14 14
Net additional minimum pension liabili 2.7 (2.6)
Accumulated other comprehensive inca $145.¢ $138.7
Comprehensive income (loss) reclassification adjests for the years ending December 31 are asisllo
2004 2003 2002
Investments, including lor-term:
Net holding gain on investment securities arisingrj the period, net of tax expense of $1
$18.4 and $59.0, respective $ 26.1 $34.: $109.7
Reclassification adjustment for net realized gairinvestment securities, net of tax expens
$15.4, $14.8 and $11.7, respectiv (28.€) (27.9 (21.9)
(2.5 6.8 87.¢
Cash flow hedge:
Holding gain related to forward starting swaps, afebx expens
of $5.2, $0.0 and $0.0, respectiv: 9.7 — —
Other:
Net change in additional minimum pension liabilitgt of tax expense (benefit) of $0.0, $
and $(4.1), respective (0.2 9.2 (7.6)
Net gain recognized in other comprehensive incamaepf tax expens
of $3.8, $8.7 and $43.2, respectiv $ 7.1 $ 16.C $ 80.2
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16. Leases

The Company leases office space and certain comantkerelated equipment using capital and noncabtebperating leases. At
December 31, 2004, future lease payments for ddpétaes and operating leases with initial or rexngi noncancelable terms of one year or

more consisted of the following:

Capital Leases

$ 13.7

Operating Lease

$ 135.]

2005
2006 9.2 108.¢
2007 5.2 84.2
2008 24 75.¢
2009 1t 66.C
Thereaftel — 401.¢
Total minimum payments requirt 32.1 $ 871.5
Less: Interes 5.t
Net principal balance of leas $ 26.€

17. Retirement Benefits
Lease expense under operating leases for 2004,2a03002 was $62.8, $51.3 and $47.3, respectively.

A subsidiary of the Company is a fifty percent lkied partner in a partnership that owns a propestyipied by the Comparg/’subsidiary
Under an operating lease with the limited partniprshe Company incurred lease expense of $2.0, &2 $0.8 during 2004, 2003 and 2002,
respectively.

The Company sponsors various non-contributory @effilenefit plans covering most employees.

The Anthem Insurance Companies, Inc. plan is a bakince arrangement where participants have auatbalance and earn a pay
credit equal to three to six percent of compengatiepending on years of service. The Anthem Imsi@&ompanies, Inc. plan covers parte
and temporary employees as well as full-time emggyof Anthem prior to its merger with WHN who haweenpleted one year of continuous
service and attained the age of twenty-one. Intexidio the pay credit, participant accounts eatarest at a rate based on 10-year Treasury
notes. Employees of WHN do not participate in theh&m Insurance Companies, Inc. plan.

The Restated Employees’ Retirement Plan of Blues€ad California covers employees of a collectigeglining unit. The WellPoint
Health Networks Inc. Pension Accumulation Plan (MelIPoint Pension Plan”), which was establishedJanuary 1, 1987, covers all eligible
employees of WHN prior to its merger with Anthermf@oyees covered under a collective bargainingeageat participate if the terms of the
collective bargaining agreement permits) meetintpge age and service requirements. Effective Janlia2004, non-bargained employees
covered by the WellPoint Pension Plan who are &ganl over, with combined age and service totélgr higher as of December 31, 2003,
will continue to earn future contributions basedcompensation. While other non-bargained emplogegsred by the plan will continue to
accrue interest on their pension account, genemallggdditional contributions based on the emplayearnings will be made. Employees of
WHN prior to its merger with Anthem hired after aeber 31, 2003 are not eligible to participatehim WellPoint Pension Plan. Employees of
Anthem do not participate in this plan.

Certain employees of the former Cobalt Corporatarent company of Blue Cross Blue Shield of Wistomnd United Government
Services, LLC (“UGS”) are covered by the UGS Pems$itan which
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provides retirement benefits to covered employeesuding certain employees covered by a colledti@egaining agreement) based primarily
on compensation and years of service. Effectivedanl, 2004, non-bargained employees covereddW®S Pension Plan who are age 50
and over, with combined age and service totalingrahigher as of December 31, 2003, will continnearn future contributions based on
compensation. While other non-bargained employeesred by the plan will continue to accrue intemstheir pension account, generally no
additional contributions based on the employeefaiags will be made. Employees of UGS hired aftec@mber 31, 2003 are not eligible to
participate in the UGS Pension Plan.

All of the plans’ assets consist primarily of commrsiocks, fixed maturity securities, investmentdsiand short-term investments. The
funding policies for all plans are to contribute@mts at least sufficient to meet the minimum fuigdiequirements set forth in the Employee
Retirement Income Security Act of 1974, as amer(UeRISA”) and in accordance with income tax regigdas, plus such additional amounts
as are necessary to provide assets sufficient & the benefits to be paid to plan participants.

In addition, the Company offers certain employegstigetirement benefits including certain life, neadj vision and dental benefits upon
retirement. There are several postretirement bigpleins, which differ in amounts of coverage, deiiles, retiree contributions, years of
service and retirement age. The Company may furtdinebenefit costs through discretionary contiidog to a Voluntary Employees’
Beneficiary Association (“VEBA”) trust and otherseaaccrued, with the retiree paying a portion ef¢bsts. Postretirement plan assets held in
the VEBA trust consist primarily of bonds and egsécurities.

Plans sponsored by pre-merger Anthem used a Septé&@bneasurement date for determining benefigabbns and fair value of plan
assets. Plans sponsored by pre-merger WHN, whioh lhigtorically used a December 31 measurement @étdegin using a September 30
measurement date in 2005.

The following tables disclose consolidated “penddenefits” which include defined benefit pensioand described above, and
consolidated “other benefits” which include othesfretirement benefits described above. Weightedsaye calculations were computed using
assumptions at the relevant measurement date.

The effect of acquisitions on the consolidated fienbligation and plan assets is reflected throtlghbusiness combination lines of the
tables below.

The reconciliation of the benefit obligation isfalows:

Pension Benefits Other Benefits

2004 2003 2004 2003
Benefit obligation at beginning of ye $ 870.1  $782.7  $244.¢€¢  $210.
Service cos 47.2 43.1 4.3 2.5
Interest cos 54.7 51.7 15.C 13.¢
Plan amendmen — 3.0 (4.9 1.7
Actuarial (gain) los: 39.1 57.¢ (9.2 32.¢
Benefits paic (74.7) (68.%) (20.2) (15.7)
Business combinatior 443.c — 201.¢ —
Benefit obligation at end of ye $1,380.0  $870.1  $431.¢  $244.¢
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The changes in the fair value of plan assets afellasvs:

Pension Benefits Other Benefits

2004 2003 2004 2003
Fair value of plan assets at beginning of \ $ 865.¢ $716.5 $ 38.1 $ 34.4
Actual return on plan asse 105.¢ 123.t 2.9 4.8
Employer contribution 38.7 93.¢ 19.1 14.€
Benefits paic (74.7) (68.%) (20.2) (15.7)

Business combinatior 4113 — 0.7 —
Fair value of plan assets at end of y $1,347..  $865.6 $40.6 $38.1

The reconciliation of the funded status to thelretefit cost recognized is as follows:
Pension Benefits Other Benefits

2004 2003 2004 2003
Funded statu $(33.29 $ (45 $391.0 $(206.5)
Unrecognized net actuarial lo 245.¢ 2547 21.5 31.c
Unrecognized prior service cc (20.0 (13.5) (16.0 (17.5)
Net amount recognized at the measurement 202.2 236.7 (385.%) (192.%)
Contributions made after the measurement 0.4 25.€ 4.7 4.3
Net amount recognized at Decembel $202.¢  $262.¢  $(381.0) $(188.9

The net amount recognized in the consolidated balaheets is as follows:
Pension Benefits Other Benefits

2004 2003 2004 2003

Prepaid benefit co: $249.0  $277.C $ — $ —
Accrued benefit liability (50.¢) (18.9) (381.0) (188.9
Prepaid pension (postretirement) bene 198.7 258.% (381.0) (188.9

Accumulated other comprehensive inco 4.1 4.C — —
Net amount recognized at Decembel $202.¢ $262.7 $(381.0) $(188.9)

The change in the additional minimum pension ligbihcluded within other comprehensive incomesdalows:

Pension Benefits Other Benefits
2004 2003 2004 2003
Increase (decrease) in minimum liability in othemprehensive inconr $0.1 $ (14.9) — —

The accumulated benefit obligation for the defibedefit pension plans was $1,365.9 and $863.3 etber 31, 2004 and 2003,
respectively.
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As of December 31, 2004, certain pension plank®@fQompany had accumulated benefit obligations@ess of plan assets. Such plans
had a combined projected benefit obligation, acdated benefit obligation and fair value of planeisf $438.7, $431.1 and $395.4,
respectively, at December 31, 2004.

The weighted-average assumptions used in calcgl#tii benefit obligations for all plans are asdat:

Pension Benefits Other Benefits
2004 2003 2004 2003
Discount rate 5.8:% 6.25% 5.81% 6.25%
Rate of compensation incree 4.3%% 4.5% 4.26% 4.5(%

The components of net periodic benefit cost inallidethe consolidated statements of income arelbsafs:

Pension Benefits Other Benefits

2004 2003 2002 2004 2003 2002
Service cos $47.z2 $431 $35.C $43 $25 $1.7
Interest cos 54.7 51.7 45.¢ 15.C 13.¢ 117
Expected return on asst (719 (725 (B39 (25 (249 (2.0
Recognized actuarial loss (ga 14.4 2.8 0.6 0.4 (0. —
Amortization of prior service co: (3.6) (3.9 (3.9 (6.9 (6.5 (6.6
Net periodic benefit co: $40. $21.2 $14: $10¢ $6.6 $48

The weighted-average assumptions used in calcgl#timnet periodic benefit cost for all plans asdadlows:

Pension Benefits Other Benefits
2004 2003 2002 2004 2003 2002
Discount rate 6.25% 6.7% 7.258% 6.25% 6.7% 7.25%
Rate of compensation incree 45(% 450% 450% 450% 45(% 4.5(%
Expected rate of return on plan as: 8.0(% 85(% 9.0(% 6.0% 6.5% 6.5(%

The weighted average assumed health care costriatesito be used for next year to measure thectegbeost of other benefits is 9% for
2005 with a gradual decline to 5.15% by the ye&@92These estimated trend rates are subject taeharthe future. The health care cost tr
rate assumption has a significant effect on thewsrtsoreported. For example, an increase in thenesdinealth care cost trend rate of one
percentage point would increase the postretirefpengfit obligation as of December 31, 2004 by $36.0 would increase service and interest
costs by $3.0. Conversely, a decrease in the assbeadth care cost trend rate of one percentage poiuld decrease the postretirement
benefit obligation by $29.8 as of December 31, 280d would decrease service and interest cost® by $

An important factor in determining the Company’sipien expense is the assumption for expected lerg-tate of return on plan assets.
The Company uses a total portfolio return analystbe development of its assumption. Factors sischast market performance, the ldagn
relationship between fixed maturity and equity sii@s, interest rates, inflation and asset allioret are considered in the assumption. The
assumption includes an estimate of the additiogtakrn expected from active management of the invesst portfolio. Peer data and historical
returns are also reviewed for appropriatenesse$éhected assumption. The expected long-
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term rate of return is calculated by the geometvieraging method, which calculates an expected-petiod return, reflecting volatility drag
on compound returns.

In managing the plan assets, the Company’s obg@&ito be a responsible fiduciary while minimiziitgancial risk to the Company. In
addition to producing a reasonable return, thestment strategy seeks to minimize the volatilitgha Companys expense and cash flow. O
time, the Company has increased the duration docagion of fixed maturity securities to more cllysmatch the sensitivity of plan assets with
the plan obligations.

Plan assets include a diversified mix of investnggate fixed maturity securities and equity se@siacross a range of sectors and levels
of capitalization to maximize the long-term retdion a prudent level of risk. As of the measurendate, the Company’s weighted-average
targeted asset allocation and actual allocatioadsgt category are as follows:

Actual Allocation

Pension Other
Target Benefit Assets Benefit Assets
Allocation
For All Plans 2004 2003 2004 2003
Equity securities
Domestic equitie 50% 50% 54% 47% 46%
International equitie 8 8 12 7 8
Fixed maturity securitie 40 40 31 43 42
Real estat — — 1 — 3
Other 2 2 2 3 1
Total 10C% 10C% 10C% 10C% 10C%

The Company'’s current funding strategy is to fundaeount at least equal to the minimum requiredifumas determined under ERISA
with consideration of factors such as the minimwengion liability requirement and maximum tax dedhletamounts. The Company may elect
to make discretionary contributions, including oguarterly basis, up to the maximum amount dedlecfdr income tax purposes. For the year
ended December 31, 2004, no contributions wereinedjunder ERISA, however the Company made a & &.deductible discretionary
contribution on September 30, 2004. Employer cbations related to other benefits represents patgrienretirees for current benefits.
Contributions to the VEBA are generally not materia

The Company’s estimated future payments for pensémefits and postretirement benefits, includiregaktimated impact of the
“Medicare Prescription Drug, Improvement and Modzation Act of 2003”, which reflect expected futugervice, as appropriate, are as
follows:

Other Benefits

Pensipr )
Benefits Before Subsidy Net of
Subsidy Subsidy
2005 $ 92.C $ 26.C $ — $ 26.2
2006 96.¢ 27.7 21 25.€
2007 103.¢ 29.Z 2.2 27.1
2008 111.2 30.5 2.3 28.2
2009 127.€ 31.7 24 29.Z
2010- 2014 712.5 174.2 12.¢ 161.¢
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In addition to the defined benefit plans, the Conyhas several qualified defined contribution plaogering substantially all employe:
Eligible employees may only participate in one plaapending upon the plan, voluntary employee doutions are matched by the Company
subject to certain limitations. Contributions mdethe Company totaled $34.0, $13.2 and $14.3 du004, 2003 and 2002, respectively.

18. Long Term Incentive Plans

Certain senior executives were participants inkhthem 2001 Long Term Incentive Plan (“2001 LTIPThe 2001 LTIP operated during
the three-year period from 2001 to 2003. At theitr@gg of the three-year period, the Compensatiom@ittee of the Board of Directors
established performance goals, which included §ipestrategic objectives of the Company. Each pgréint’s target award was established
percentage ranging from 30% to 150% of annual bakey for each year of the three-year period. Adwamder the 2001 LTIP were approved
by the Compensation Committee and were paid in 2004 the executive having the option to defermpant. The 2001 LTIP terminated after
completion of the 2001 to 2003 performance perindl ayout of awards. The award was paid in casbksind restricted stock of Anthem.
The 2001 LTIP expense for 2003 and 2002 was $8815&3.7, respectively.

The Compensation Committee approved a one yeay thlar2004 Long Term Incentive Plan (“2004 LTIFYr certain senior executives
based on performance goals which include spedifategjic objectives of the Company. Each partidijsaarget award was established as a
percentage ranging from 30% to 150% of annual bakey for 2004. Awards under the 2004 LTIP becpangable upon approval by the
Compensation Committee and will be paid in cas$tack of the Company during 2005, with the exeeutiaving the option to defer payment.
The 2004 LTIP expense for 2004 was $16.1.

Beginning in 2005, the Compensation Committee ettt include long-term compensation as an intquael of overall compensation.
There will be no specific long-term cash inceniidan. Long-term awards for certain senior execstiwél be determined based on overall
performance and will be paid under the Companyistiexy 2001 Stock Incentive Plan, further describeiote 12.

19. Contingencies
Litigation

In May 2000, a case title@alifornia Medical Association vs. Blue Cross ofli@eania, et. al.,was filed in U.S. district court in San
Francisco against Blue Cross of California (“BCGi)e of WHNS subsidiaries. The lawsuit alleges that BCC vealahe Racketeer Influenc
and Corrupt Organizations Act (“RICO”) (the “CMAtigation”).

In August 2000, WHN was added as a part$hbane v. Humana, et ala class-action lawsuit brought on behalf of Headtre providers
nationwide alleging RICO violations (theShane Litigatior!). Effective November 30, 2004, WHN merged withtAem Holding Corp., a
wholly owned subsidiary of the Company.

In October 2000, the federal Judicial Panel on Migltrict Litigation (“MDL”") issued an order conddhting the CMA Litigation, the
Shandawsuit and various other pending managed cars-geson lawsuits against other companies befosgribi Court Judge Federico
Moreno in the Southern District of Florida for pages of pretrial proceedings (hereinafter colledyiv MDL Cases’). A mediator has been
appointed by Judge Moreno and the parties arertlyrreonducting court-ordered mediation. On Decenthe004, Judge
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Moreno issued a new scheduling order extendingxipert discovery deadline to February 7, 2005 aiihg trial for September 6, 2005. On
February 11, 2005, the District Court issued arephifurcating the trial, holding that liability wid be determined first, and damages woul:
tried after liability, if necessary.

On September 26, 2002, the Company was addedeferdadnt to th&hane Litigation

On May 8, 2003, in a case titl&xt. Allen Knecht, et al., v. Cigna, et adgveral chiropractors filed a purported class adticfederal
district court in Portland, Oregon, naming the Campand WHN, as well as several commercial insuiirs suit alleges that the defendants
violated RICO and challenges many of the same jgecin regards to chiropractors as other suitkétMDL Cases This case has been
transferred to the MDL docket and is now assigmedlidge Moreno in Miami. This case has been stagedtag-along case to thiOL Cases

On May 22, 2003, in a case titl&&nneth Thomas, M.D., et al., v. Blue Cross Bluel&Kssociation, et al.several medical providers
filed suit in federal district court in Miami, Fligla against the Blue Cross Blue Shield Associatioth Blue Cross and Blue Shield plans across
the country, including the Company. The suit aletig@t the BCBS Association and the BCBS Planstedl RICO and challenges many of the
same practices as other suits inkHeL Cases This case has been assigned to Judge MorencamiMPlaintiffs filed a motion for class
certification and the defendants have filed motitndismiss and motions to compel arbitration.rAdtions are currently pending before Judge
Moreno.

On October 17, 2003, in a case titlaffrey Solomon, D.C., et al., v. Cigna, et s¢yeral chiropractors and a podiatrist, along with
chiropractic and podiatric associations, filed suitederal district court in Miami, Florida, agatrten managed care corporations, including the
Company. The suit alleges that the companies @dIRICO and challenges many of the same pract&ethar suits in th®IDL Cases This
case has been transferred to the MDL docket andvisassigned to Judge Moreno in Miami. This casellen stayed as a tag-along case to
theMDL Cases

On November 4, 2003, in a case titllffrey Solomon, D.C., et al., v. Blue Cross Bloiel8 Association, et al.several chiropractors,
podiatrists, a psychologist and a physical thetapleng with their professional corporations aradle associations, filed suit in federal district
court in Miami, Florida against the Blue Cross B&ideld Association and Blue Cross and Blue Shidds across the country, including the
Company. The suit alleges that the BCBS Associaimhthe BCBS Plans violated RICO and challengesyméthe same practices as other
suits in theMDL Cases This case has been transferred to the MDL daahketis now assigned to Judge Moreno in Miami. Eifésrfiled a
motion for class certification and the defendareehfiled motions to dismiss and motions to congpbltration. All motions are currently
pending before Judge Moreno.

On February 23, 2004, in a case titRidhard Freiberg, et al., v. United Healthcare, Inet al.,an acupuncturist and an association
promoting acupuncture filed suit in federal conrMiami, Florida against ten managed care corpamatiincluding the Company. The
complaint purports to be a class action filed ohabfeof all non-physician health care providers] afieges that the companies involved
violated RICO, and challenges many of the sametipescas other suits in thDL Cases This case has been transferred to the MDL docket
and assigned to Judge Moreno. This case has mgdss a tag-along case to MiBL Cases

On March 11, 1998, Anthem Insurance Companies, &nwholly owned subsidiary of the Company, anditso subsidiary, Community
Insurance Company (“CIC”) were named as defendarddawsuit,Robert Lee
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Dardinger, Executor of the Estate of Esther Lowsedinger v. Anthem Blue Cross and Blue Shiel@l.¢, filed in Newark, Ohio. The plaintiff
sought compensatory damages and unspecified paigiiinages in connection with claims alleging wrahdéath, bad faith and negligence
arising out of CIC’s denial of certain claims foedical treatment for Ms. Dardinger. In DecemberR2GDIC paid $2.5 in compensatory
damages for bad faith and $1,350 (actual dollamspfeach of contract, plus accrued interest. Indd@003, Anthem Insurance and CIC paid
punitive damages of $30.0 plus interest. Followtimg March 2003 payment and Satisfaction of JudgnteatCompany released pretax rese
of $24.5 to income, which resulted in an afterbarefit of $0.11 per diluted share for the yearsehDecember 31, 2003.

On June 27, 2002, in a case titlkchdemy of Medicine of Cincinnati and Luis PagdhiD. v. Aetna Health, Inc., Humana Health Plai
Ohio, Inc., Anthem Blue Cross and Blue Shield, @niled Health Care of Ohio, Inc., No. A0200494&d in the Court of Common Pleas,
Hamilton County, Ohio and a case titlkdademy of Medicine of Cincinnati and A. Lee GreitveD., Victor Schmelzer, M.D., and Karl S.
Ulicny, Jr., M.D. v. Aetna Health, Inc., Humanac¢InAnthem Blue Cross and Blue Shield, and Unitedltd Care, Inc., No. 02-CI-9(fded in
the Boone County, Kentucky Circuit Court, the Acageand certain physicians allege that the defersdacted in combination and collusion
with one another to reduce the reimbursement Edikto physicians in the area and as a directtresthe defendants’ alleged anti-
competitive actions, health care in the area htisred, namely that: there are fewer hospitals;sptigins are rapidly leaving the area; medical
practices are unable to hire new physicians; and) the perspective of the public, the availabitifyhealth care has been significantly reduced.
Each suit seeks class certification, compensatanyadjes, attorneys’ fees, and injunctive reliefrevpnt the alleged anti-competitive behavior
against the class in the future. The Company istangea decision from the Ohio Supreme Court inregetion with procedural motions filed
the defendants. Defendants are seeking a discagyisaview with the Kentucky Supreme Court on pchoal motions, and filed their petition
on February 10, 2005. These suits are in the piregdim stages.

On March 26, 2003, in a case titlediin v. AdvancePCS, et dlled in the California Superior Court in Alameda@@ty, California
against Advance PCS, WHN and certain of its whoWyned subsidiaries, the plaintiff alleges thatdieéndants violated California Business
and Professions Code Section 17200 by engagingfairyfraudulent and unlawful business practiceduiding, among other things, that
pharmacy benefit management companies (such &attmpany’s subsidiary that does business underdkdename WellPoint Pharmacy
Management) engage in unfair practices such astiagigg discounts in prices of drugs from pharmaaad negotiating rebates from drug
manufacturers and retaining such discounts andegliar their own benefit. On July 9, 2004, thertoudered that the case be resolved in
arbitration.

The Company intends to vigorously defend all th@eeeedings; however, their ultimate outcomes capresently be determined.

Prior to the Company’s acquisition of the groupédféroperations (“GBQO”), John Hancock Mutual Lifesurance Company (“John
Hancock”) entered into a number of reinsurancengeeents with respect to personal accident inserand the occupational accident
component of workers’ compensation insurance, igroof which was originated through a pool manalggdinicover Managers, Inc. Under
these arrangements, John Hancock assumed riskeassarer and transferred certain of such risksther companies. These arrangements
have become the subject of disputes, includingralran of legal proceedings to which John Hancoekparty. The Company is currently in
arbitration with John Hancock regarding these ayeaments. The Company believes that it has a nuofliEfenses to avoid any ultimate
liability with respect to these matters and belgetreat such liabilities were not transferred to@wempany as part of the GBO acquisition.
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However, if the Company were to become subjectith diabilities, the Company could suffer lossest thight have a material adverse effect
on its financial condition, results of operatiomsash flows.

On October 28, 2003 a case titkkdrams v. WellPoint Health Networks Inc., et,atias filed in the Superior Court of Ventura Coynty
California against WHN and its board of directotsging that WHN's directors breached their fidugiauties to stockholders by approving an
Agreement and Plan of Merger with the Company winilpossession of non-public information regardifigiN’s financial results for the third
quarter of 2003. The lawsuit sought to enjoin WHbhi consummating the merger with the Company, siléslN adopted and implemente
process for obtaining the highest possible pricesfockholders, and to rescind any terms of theeAgrent and Plan of Merger that have alr
been implemented. On May 7, 2004, WHN and the pfegigned a memorandum of understanding regardipgtential settlement of the
action, in which WHN agreed to provide certain @iddial disclosures on several matters in the jpioky statement/prospectus sent to WHN's
stockholders beyond those contained in the prelinyiproxy statement/prospectus. The settlementdvalsb provide for the payment by Wi
of $2.25 million to the plaintiff's counsel for feend costs (subject to court approval). No pathefsettlement costs will be paid by the WHN
directors individually. The settlement would notatve any admissions of breaches of fiduciary datgpther wrongdoing by WHN or any of
directors. The settlement and payment of the pffi;mtounsel fees would be conditioned upon, amotiger things, completion of the merger.
The settlement agreement was presented to theiSu@eurt judge assigned to the matter, on Janlay2005. The judge preliminarily
approved the settlement, and scheduled a hearicgnider final approval to take place on JulyQ%

Other Contingencies

The Company serves as a fiscal intermediary foribéed Parts A and B. The fiscal intermediariestifi@se programs receive
reimbursement for certain costs and expenditurbi&ghnis subject to adjustment upon audit by theeFaldCenters for Medicare & Medicaid
Services, formerly the Health Care Financing Adstiwition. The laws and regulations governing fiseermediaries for the Medicare
program are complex, subject to interpretation @ expose an intermediary to penalties for nonptiamce. Fiscal intermediaries may be
subject to criminal fines, civil penalties or ottsanctions as a result of such audits or reviewsléhhe Company believes it is currently in
compliance in all material respects with the regokes governing fiscal intermediaries, there argaing reviews by the federal government of
the Company’s activities under certain of its Medefiscal intermediary contracts.

From time to time, the Company and certain of ilssidiaries are parties to various legal proceegintany of which involve claims for
coverage encountered in the ordinary course ofiessi The Company, like HMOs and health insuremegdly, excludes certain health care
services from coverage under its HMO, PPO and gilaars. The Company is, in its ordinary courseugibess, subject to the claims of its
enrollees arising out of decisions to restricttireant or reimbursement for certain services. Tlss taf even one such claim, if it results in a
significant punitive damage award, could have eem@tadverse effect on the Company. In additibe,risk of potential liability under puniti
damage theories may increase significantly thecadiffy of obtaining reasonable settlements of cagerclaims.

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, affieoia time to time involved as a party in
various governmental investigations, audits, regiewd administrative proceedings. These investigatiaudits and reviews include routine
and special
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investigations by state insurance departments at&trneys general and the U.S. Attorney Gen8talh investigations could result in the
imposition of civil or criminal fines, penalties duwother sanctions. The Company believes that amjlity that may result from any one of the
actions is unlikely to have a material adverseatfm its consolidated financial position or resuf operations.

Vulnerability from Concentrations

Financial instruments that potentially subject @@npany to concentrations of credit risk consignprily of cash equivalents,
investment securities, premium receivables andungnts held through hedging activities. All investht securities are managed by
professional investment managers within policigbeatized by the Board of Directors. Such policiesit the amounts that may be invested in
any one issuer and prescribe certain investee aoynpéeria. Concentrations of credit risk with pest to premium receivables are limited due
to the large number of employer groups that cantstithe Companyg’ customer base in the geographic regions in wihmnducts business. /
of December 31, 2004, there were no significanteairations of financial instruments in a singlegstee, industry or geographic location.

20. Segment Information

Following the merger with WHN on November 30, 200w organizational structure of the Company chdnge a result of this change,
the Company established three reportable segniéetdth Care, Specialty, and Other. The Health Gagenent is an aggregation of various
operating segments, principally differentiated doyygeography. These Health Care operating segrhamtssimilar economic, product,
distribution, customer and regulatory charactersstand meet the aggregation criteria as defindémparagraph 17 of FAS 13Disclosures
About Segments of an Enterprise and Related Infoom(“FAS 131"). Segment disclosures for 2003 and 2882e been reclassified to
conform to the 2004 presentation.

The Company'’s focus on regional concentration adlovanagement to understand and meet customer weddsffectively managing
the cost structure. The Company’s chief operatigjsion maker (the Chief Executive Officer) revieths results of operations on a regular
basis and holds each division president accountablgis or her segment’s operating results. Ojrggagegments comprising the Health Care
segment provide a broad spectrum of network-basattthplans and other health care-related prodadtésge and small employers and
individuals. The Specialty segment is maintained asparate segment providing various productijding pharmacy benefits management,
dental, life insurance, disability insurance, bebeal health, and worker€ompensation products and services. In additiontezsegment sale
and expense eliminations and corporate expensesdlacated to reportable segments, the Other segimelndes results from the Company’s
government health services and other businesseddht meet the quantitative thresholds for aerafing segment defined under FAS 131.

Through its participation in various federal govaent programs, the Company generated approxima#@ly, 19% and 18% of its total
consolidated revenues from agencies of the U.Semgovent for the years ended December 31, 2004, 2002002, respectively.

The Company defines operating revenues to includejom income, administrative fees and other regsn@perating revenues are
derived from premiums and fees received primariyrf the sale and administration of health benefitipcts. Operating expenses are
comprised of benefit expense, selling expense,rgéaad administrative expense and cost of druge.Jompany calculates operating gain or
loss as operating revenue less operating expenses.
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The accounting policies of the segments are camistith those described in the summary of sigaificaccounting policies except that
certain shared administrative expenses for eaameeigare recognized on a pro rata allocated bakish in aggregate approximates the
consolidated expense. Any difference between tloeatked expenses and actual consolidated expeirsguded in other expenses not alloc:
to reportable segments. Intersegment sales anchegpare recorded at cost, and eliminated in theotidated financial statements. The
Company evaluates performance of the reportablmeets based on operating gain or loss as definegeahe Company evaluates
investment income, interest expense, amortizatkperse and income taxes, and asset and liabiligilslen a consolidated basis as these i
are managed in a corporate shared service envimtrane are not the responsibility of segment opggahanagement.

Financial data by reportable segment for the yeaded December 31 is as follows:

. cher a}nd

Health Specialty Eliminations

Care Total
2004
Operating revenue from external custon $19,825.( $423.1 $ 212 $20,460.!
Intersegment revenu (70.5) 812.1 (741.¢) —
Operating gain (loss 1,505.¢ 100.¢ (105.¢) 1,500.
Depreciatior 18.€ 0.6 116.5 135.7
2003
Operating revenue from external custon 16,039.¢ 249.¢ 197.¢ 16,487..
Intersegment revenu (39.9) 482.¢ (442.9) —
Operating gain (loss 1,174.¢ 69.1 (147.9) 1,096.-
Depreciatior 15.t 0.6 1115 127.¢
2002
Operating revenue from external custon 12,587.: 224.( 189.: 13,000.
Intersegment revenu — 299.¢ (299.6) —
Operating gain (loss 684.( 50.7 (95.9) 639.¢
Depreciatior 17.t 34 87.2 108.1

Asset and equity details by reportable segment havéeen disclosed, as they are not reportechiallgrby the Company.

A reconciliation of reportable segment operatingereies to the amounts of total revenues includéddtonsolidated statements of
income is as follows:

2004 2003 2002
Reportable segments operating rever $20,460.¢  $16,487.. $13,000.-
Net investment incom 311.5 278.1 260.5
Net realized gains on investme| 42.F 16.Z 31.1
Total revenue $20,815.. $16,781.. $13,292..
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A reconciliation of reportable segment operatintnga income before income taxes and minority ies¢included in the consolidated
statements of income is as follows:

2004 2003 2002
Reportable segments operating ¢ $1,500.¢ $1,096. $639.<
Net investment incom 3115 278.1 260.7
Net realized gains on investme! 42.F 16.2 31.1
Interest expens (142.9) (131.9) (98.5
Amortization of goodwill and other intangible ass (61.9) (47.€) (30.2)
Mergel-related undertaking (61.5) — —

Loss on repurchase of debt securi (146.7) — —

Income before income tax $1,443.: $1,211.¢ $802.t

21. Statutory Information

Statutory-basis capital and surplus for WellPoiimsurance subsidiaries was $6,094.9 and $3,34®@éeember 31, 2004 and 2003,
respectively. Statutory-basis net income of Welsiinsurance subsidiaries was $1,545.9, $565d06&38.9 for 2004, 2003 and 2002,
respectively. Statutory-basis capital and surpfud&/ellPoint’s insurance subsidiaries are subjecetulatory restrictions with respect to
amounts available for dividends to WellPoint. WellR's insurance subsidiaries’ risk-based capisabBiDecember 31, 2004 was in excess of
all mandatory risk-based capital thresholds.

22. Related Party Transactions

The Company formed Anthem Foundation, Inc. (theutkaation”), an Indiana non-profit organization ex#rdrom federal taxation under
Section 501(c)(3) of the Internal Revenue Codeptrduct, support and assist charitable, healthe®la@ducational, and other community-
based programs and projects. The officers of then&ation are also officers of the Company. Thefieest receive no compensation for the
management services performed for the Foundatibareureimbursed for any cash expenditures incwreblehalf of the Foundation. The
Foundation is not a subsidiary of the Company &edinancial results of the Foundation are not obdated with the Company’s financial
statements. For 2004, 2003 and 2002, the Compantyilmated $3.0, $24.0 and $0.1, respectively, ®Rbundation. The Company has no
current legal obligations for future commitmentghe Foundation.

WHN formed The WellPoint Foundation (the “WHN Foatidn”), a non-profit organization exempt from fealeaxation under Section
501(c)(3) of the Internal Revenue Code, to impritnehealth and well-being of individuals in the ecomnities served by WHN. Officers of the
WHN Foundation were also officers of WHN. Effectiwéth the merger, the officers of the WHN Foundat{other than Leonard D. Schaeffer)
resigned and were replaced with officers of the Gany. For the period from December 1, 2004 to Ddxsr31, 2004, the Company made no
contributions to the WHN Foundation. The Company ha current legal obligations for future commitrtseto the WHN Foundation.
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WellPoint, Inc.

Notes to Consolidated Financial Statements (coatihu
23. Selected Quarterly Financial Data (Unaudited)

Selected quarterly financial data is as follows:

For the Quarter Ended

September 3( December 3.
March 31 June 30

2004
Total revenue $4,573.¢ $4,607.¢ $ 4,807.: $ 6,826.:
Income before income tax 390.¢ 362.€ 372.¢ 317.¢
Net income 295.¢ 237.¢ 242.1 184.t
Basic net income per she 2.1 1.72 1.7t 0.9
Diluted net income per sha 2.0¢ 1.6¢€ 1.7¢ 0.92
2003
Total revenue $4,102.¢ $4,116.¢ $ 4,265.: $ 4,296.¢
Income before income tax 301.1 276.¢ 307.7 326.7
Net income 191.7 177.: 196.F 208.¢
Basic net income per she 1.3¢ 1.2¢ 1.4z 1.52
Diluted net income per sha 1.3¢€ 1.2¢ 1.3¢ 1.47
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE.

There have been no changes in or disagreementshgitBompany’s independent certified public accants on accounting or financial
disclosures.

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Management, under the supervision and with theéqgigation of the principal executive officer andrmipal financial officer, has
established disclosure controls and proceduresguore that material information relating to the @amy is made known to the officers who
certify the Company’s financial reports and to ottrembers of senior management and the Board etfirs. Based on their evaluation, the
principal executive officer and principal financ@ficer of the Company have concluded that as @fddnber 31, 2004 the Company’s
disclosure controls and procedures (as defineduledRL3a-15(e) under the Securities Exchange At98#) were effective to ensure that the
information required to be disclosed by the Compiarthe reports that it files or submits under 8exurities Exchange Act of 1934 is recor
processed, summarized and reported within the pienieds specified in U.S. Securities and Exchangm@ission rules and forms.

Management’'s Report on Internal Control Over Finandal Reporting

Management, under the supervision and with théqigation of the principal executive officer andruipal financial officer, of
WellPaint, Inc. (the “Company’s responsible for establishing and maintainingetff’e internal control over financial reportingsagh term i
defined in Exchange Act Rules 13a-15(f) (“Inter@aintrol”). The Company’s Internal Control is desgrto provide reasonable assurance
regarding the reliability of our financial repomgimnd the preparation of financial statements %éer@al reporting purposes in accordance with
U.S. generally accepted accounting principles (“G%A The Companyg Internal Control includes those policies and pdutes that (i) perta
to the maintenance of records that in reasonahéel decurately and fairly reflect the transactiams dispositions of the assets of the
Company; (ii) provide reasonable assurance thas#aietions are recorded as necessary to permitratepaof financial statements in
accordance with GAAP, and that receipts and experedi of the Company are being made only in acemelavith authorizations of
management and directors of the Company; andiiiyide reasonable assurance regarding preventibtmely detection of unauthorized
acquisition, use or disposition of the Companysess that could have a material effect on the firstatements.

Because of inherent limitations in any Internal €olp no matter how well designed, misstatementstduerror or fraud may occur and
not be detected. Accordingly, even effective Inééi@ontrol can provide only reasonable assurangardéng the reliability of financial
reporting and the preparation of financial statetséor external purposes in accordance with GAAP.

Management, under the supervision and with theégigation of the principal executive officer andrmipal financial officer, assessed -
effectiveness of the Company’s Internal ControbBBecember 31, 2004. Management’s assessmentagasl lon criteria established in
Internal Control—Integrated Framework issued byGloenmittee of Sponsoring Organizations of the TweadCommission.

The Company completed its acquisition of WellPéiealth Networks Inc. (“WHN”) on November 30, 20@% permitted by the
Securities and Exchange Commission, managemesgssiment did not include the Internal Control efahquired operations of the former
WHN, which is included in the Company’s consolidhfinancial statements as of December 31, 2004@rithe period from December 1,
2004 through December 31, 2004. Such operatiolgHiN constituted approximately $12.1 billion and Billion of the Company’s total
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assets and net assets, respectively, as of Dec&hp2004, and approximately $2.0 billion and $fillon of the Company’s revenues and net
income, respectively, for the year then ended.

Based on management’s assessment, which excludessassment of Internal Control of the acquiredatjpns of WHN, management
has concluded that the Company’s Internal Contad effective as of December 31, 2004 to provideaeable assurance regarding the
reliability of financial reporting and the prepaaat of financial statements for external reportigposes in accordance with GAAP.

Ernst & Young LLP, our independent registered pubtcounting firm, has audited the consolidatedrfaial statements of the Company
for the year ended December 31, 2004, and hassaised an audit report dated March 4, 2005, on genant’s assessment of the Company’s
Internal Control, which is included in this AnniRéport on Form 10-K.

/sl LARRYC. GLASSCOCK /s/ Davip C. CoLBY
President and Chief Executive Offic Executive Vice President ai
Chief Financial and Accounting Offic

Changes in Internal Control Over Financial Reporting

Changes to certain processes, information techyalggtems, and other components of Internal Congsallting from the November 30,
2004 acquisition of WHN may occur and will be exabd by management as such integration activiteg@plemented. Other than the impact
of the acquisition of WHN, there were no changemtarnal Control that have materially affectedace reasonably likely to materially affect,
the Company'’s Internal Control during the quarteded December 31, 2004.

Report of Independent Registered Public Accountingrirm on Internal Control Over Financial Reporting

Shareholders and Board of Directors
WellPoint, Inc.

We have audited management’s assessment, incloded accompanying Management’s Report on InteZoatrol Over Financial
Reporting, that WellPoint, Inc. (formerly Anthenncl) maintained effective internal control overdfirtial reporting as of December 31, 2004,
based on criteria established in Internal Contraitegrated Framework issued by the Committee of Smamg Organizations of the Treadway
Commission (the “COSO criteria”). WellPoint, Incrisanagement is responsible for maintaining effecitivernal control over financial
reporting and for its assessment of the effectigerd internal control over financial reporting.r@asponsibility is to express an opinion on
management’s assessment and an opinion on theiedfeess of the company’s internal control oveaficial reporting based on our audit.

We conducted our audit in accordance with the stedgdof the Public Company Accounting Oversightq&@nited States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe©tsr audit included obtaining an understanding térimal control over financial reporting,
evaluating management’s assessment, testing ahdhating the design and operating effectivenessitgirnal control, and performing such
other procedures as we considered necessary girtuenstances. We believe that our audit providessagonable basis for our opinion.

A company’s internal control over financial repogiis a process designed to provide reasonableaagsuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company’s internal control over financial repogiincludes those policies and procedures thgté€ttain to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseeofompany; (2) provide reasonable
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assurance that transactions are recorded as ngcasparmit preparation of financial statementadacordance with generally accepted
accounting principles, and that receipts and exiperas of the company are being made only in aced with authorizations of management
and directors of the company; and (3) provide reable assurance regarding prevention or timelyctiete of unauthorized acquisition, use, or
disposition of the company’s assets that could lrareterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detmisstatements. Also, projections of
any evaluation of effectiveness to future periodssabject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policiepracedures may deteriorate.

As indicated in the accompanying Management's Repointernal Control Over Financial Reporting, mgement’s assessment of and
conclusion on the effectiveness of internal contradr financial reporting did not include the imtak control of WellPoint Health Networks
Inc., which is included in the 2004 consolidatathficial statements of WellPoint, Inc. and constduapproximately $12.1 billion and $4.1
billion of total and net assets, respectively, BB@cember 31, 2004 and approximately $2.0 bilho $0.1 billion of revenues and net incol
respectively, for the year then ended.

The Company completed its acquisition of WellPélealth Networks Inc. on November 30, 2004, andeamjited by the Securities and
Exchange Commission’s guidance, management didgsass the effectiveness of internal control anantial reporting of WellPoint Health
Networks Inc. Our audit of internal control ovemdncial reporting of WellPoint, Inc. also did notiude an evaluation of the internal con
over financial reporting of WellPoint Health Netwsrinc.

In our opinion, managemestassessment that WellPoint, Inc. maintained affeatternal control over financial reporting asécembe
31, 2004, is fairly stated, in all material resgetiased on the COSO criteria. Also, in our opinidellPoint, Inc. maintained, in all material
respects, effective internal control over financegorting as of December 31, 2004, based on th8@Criteria.

We also have audited, in accordance with the stdsdz the Public Company Accounting Oversight Bo@snited States), the
consolidated balance sheets of WellPoint, Incfé3aember 31, 2004 and 2003, and the related tidased statements of income,
shareholders’ equity, and cash flows for each eftkinee years in the period ended December 31, 20@4our report dated March 4, 2005
expressed an unqualified opinion thereon.

/s/ ERNST& Y OUNGLLP
Indianapolis, Indiana
March 4, 2005
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ITEM 9B. OTHER INFORMATION
None
PART 1l

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT.

The information required by this Item concerning Executive Officers, the Directors and nomineefioector of the Company ar
concerning disclosure of delinquent filers undect®a 16(a) of the Exchange Act and concerningGbenpany’s Standards of Business
Conduct is incorporated herein by reference froemGompany’s definitive Proxy Statement for its 2@@Hual Meeting of Shareholders,
which will be filed with the Commission pursuantRegulation 14A within 120 days after the end & @ompany’s last fiscal year.

ITEM 11. EXECUTIVE COMPENSATION.

The information required by this Item concerninmumeration of the Company’s Officers and Directamd information concerning
material transactions involving such Officers ariceEtors is incorporated herein by reference from@ompany’s definitive Proxy Statement
for its 2005 Annual Meeting of Shareholders whidh ke filed with the Commission pursuant to Redida 14A within 120 days after the end
of the Company’s last fiscal year.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS.

The information required by this Item concerning ftock ownership of management and five percemgfimal owners and securities
authorized for issuance under equity compensatamsgs incorporated herein by reference from tbm@any’s definitive Proxy Statement for
its 2005 Annual Meeting of Shareholders which Wélfiled with the Commission pursuant to Regulatidi within 120 days after the end of
the Company'’s last fiscal year.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS.

The information required by this Item concerningtaia relationships and related transactions isnparated herein by reference from
Company'’s definitive Proxy Statement for its 2005n&al Meeting of Shareholders which will be filedhwthe Commission pursuant to
Regulation 14A within 120 days after the end of @@npany’s last fiscal year.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES.

The information required by this Item concerningpipal accounting fees and services is incorporagrein by reference from the
Company'’s definitive Proxy Statement for its 2005n&al Meeting of Shareholders which will be filedhwthe Commission pursuant to
Regulation 14A within 120 days after the end of @wnpany’s last fiscal year.
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PART IV
ITEM 15. EXH IBITS, FINANCIAL STATEMENT SCHEDULES.
(a) 1. Financial Statements:

The following consolidated financial statementshaf Company are set forth in Part Il, Item 8.
Report of Independent Registered Public Accourfimm
Consolidated Balance Sheets as of December 31, &0D200:
Consolidated Statements of Income for the yearsaéicember 31, 2004, 2003 and 2
Consolidated Statements of Shareholders’ EquityHeryears ended December 31, 2004, 2003 and 2002
Consolidated Statements of Cash Flows for the yer@iled December 31, 2004, 2003 and 2002
Notes to Consolidated Financial Stateme

2. Financial Statement Schedule:
The following financial statement schedule of tt@any is included in Item 15(c):
Schedule Il—Condensed Financial Information of Reggnt (Parent Company Only).

All other schedules for which provision is madetie applicable accounting regulations of the Séiesrand Exchange
Commission are not required under the relatedunstns, are inapplicable, or the required infotiorais included in the
consolidated financial statements, and therefove h&en omitted.

3. Exhibits:

A list of exhibits required to be filed as parttbfs report is set forth in the Index to Exhibitd)ich immediately precedes st
exhibits, and is incorporated herein by reference.

(b) Exhibits
The response to this portion of Item 15 is submitte a separate section of this report.
(c) Financial Statement Schedule

Schedule II—Condensed Financial Information of Regnt (Parent Company Only).
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Schedule II—Condensed Financial Information of Regitrant

WellPoint, Inc. (Parent Company Only)
Balance Sheets

December 31
(In Millions, Except Share Dat:
2004 2003
Assets
Current asset:

Fixed maturity securities, at fair val $ — $ 580.:

Cash and cash equivalel 207.2 86.1

Net due from subsidiariés 34.4 71.2

Deferred tax assets, r 201.( —

Other current asse 5.9 19.4
Total current asse 448.¢ 757.C
Property and equipme 4.3 4.6
Investment in subsidiary surplus notes 579.( -
Investment in subsidiariés 22,732.¢ 6,617."
Other noncurrent asse 84.4 10.4
Total assets $23,849.. $7,389.°
Liabilities and shareholders’ equity
Liabilities
Current liabilities:

Accounts payable and accrued expel $ 341 $ 27.¢

Income taxes payab 253.¢ 31.4

Other current liabilitie: 478.( 166.2
Total current liabilities 765.7 225.¢
Deferred income taxes, r 119.2 —
Long-term debt 3,359.! 1,164..
Other nor-current liabilities 146.1 —
Total liabilities 4,390.: 1,389.¢
Shareholders equity
Common stock, par value $0.01, shares authc—900,000,000; shares issued and outstanding: :

302,626,708; 2003, 137,641,0 3.C 14
Additional paic-in-capital 17,433.¢ 4,708."
Retained earning 1,960.: 1,154.:
Unearned stock compensati (83.5 3.2
Accumulated other comprehensive inco 145.¢ 138.7
Total shareholders equity 19,459.( 5,999.¢
Total liabilities and shareholders equity $23,849.. $7,389.°

1 Amounts are eliminated in consolidation.

See accompanying notes.
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Schedule II—Condensed Financial Information of Regitrant—(continued)

WellPoint, Inc. (Parent Company Only)
Statements of Income

(In Millions)

Revenues

Net investment income and net reali:
gains (losses) on investmel

Other revenui

Expenses

General and administrative expel
Interest expens

Mergel-related undertaking

Loss on repurchase of debt securi

Loss before income taxes and equity in net incomé subsidiaries
Income tax credit

Equity in net income of subsidiariés

Net income

1 Amounts are eliminated in consolidation.

See accompanying notes.
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Year Ended December 31

2004 2003 2002
$ 13.C $181 $ 7.3
0.4 — —
13.4 18.1 7.3
32.¢ 10.1 12.1
92.2 81.C 43.€
50.C — —
146.1 — —
321.2 91.1 55.7
(307.9) (73.0 (48.9)
(98.1) (28.9) (22.9)
1,169.¢ 818.F 575.
$ 960.1  $774.°  $549.1




Schedule II—Condensed Financial Information of Regitrant—(continued)

WellPoint, Inc. (Parent Company Only)
Statements of Cash Flow

(In Millions)

Operating activities
Net income
Adjustments to reconcile net income to net cashigeal by operating activitie:
Undistributed earnings of subsidiaries
Loss on repurchase of debt securi
Net realized losses (gains) on investme
Depreciation and amortization, net of accre!
Deferred income taxe
Changes in operating assets and liabilit
Other asset
Amounts due to or from subsidiaries
Accounts payable and accrued expe!
Income taxes payab
Other liabilities

Cash provided by operating activiti

Investing activities

Purchase of investmer

Sales or maturities of investmei

Purchase of subsidiary surplus nc

Proceeds from settlement of cash flow hec
Notes receivable advances from (to) subsidi¢
Purchases of property and equipm
Purchases of subsidiari

Cash used in investing activiti

Financing activities

Proceeds from commercial paper borrowi

Proceeds from lor-term borrowings

Payments on lor-term borrowings

Proceeds from issuance of common stock under E&aityrity Units stock purchase contr:

Repurchase and retirement of common s

Proceeds from employee stock purchase plan andiseef stock option

Costs related to the issuance of common stock felfR@int Health Networks Inc. merger and
Trigon Healthcare, Inc. acquisitic

Cash provided by (used in) financing activit
Change in cash and cash equivalt
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

1 Amounts are eliminated in consolidatic

See accompanying notes.

118

Year Ended December 31

2004 2003
$ 960.1 $774.:
(72.9) (359.9)
146.1 —
10.€ (0.5)
10.E 12.4
67.€ 91.€
11.7 (15.5)
122.4 (77.7)
6.3 (0.2)
(67.9) 104.7
15.2 (13.9)
1,210.¢ 515.1
(1,376.9) (687.5)
1,934.¢ 283.7
(582.9) —
15.7 —
— 127.
— (4.6)
(3,718.9 —
(3,727.9) (281.9)
793.2 —
1,770.. —
(224.9) —
230.( —
(82.2) (217.9)
159.( 57.C
(8.9 —
2,637.t (160.9)
121.2 73.F
86.1 12.€

$ 207.: $ 86.1

2002

$ 549.1

126.¢

3.8
53.C

(1.1)
10.C
25.7

(76.2)
30.1

721.2

(180.9)

(127.0)
(1,13_4.0

(1,442

938.f

(256.)
31.1

(4.1)
709.2

(12.0)
24.€

$ 12¢



Schedule II—Condensed Financial Information of Regitrant—(continued)

WellPoint, Inc.
(Parent Company Only)
Notes to Condensed Financial Statements

December 31, 2004
(Dollars in Millions)
1. Basis of Presentation and Significant Accouimtg Policy

On November 30, 2004, Anthem, Inc. (“Anthem”) an@WWoint Health Networks Inc. (“WHN") completed thenerger. WHN merged
with and into Anthem Holding Corp., a direct andolrowned subsidiary of Anthem, with Anthem Holdi€orp. as the surviving entity in
the merger. In connection with the merger, Antheneaded its articles of incorporation to changa@me to WellPoint, Inc. (“WellPoint”). In
addition, the ticker symbol for Anthem’s commoncétdisted on the New York Stock Exchange was chdngeWLP”. WHN’s operating
results are included in WellPoint's consolidatethficial statements for the period following Novemd@, 2004.

In WellPoint’s “parent company only” financial statents, WellPoint’s investment in subsidiariedasex! at cost plus equity in
undistributed earnings of the subsidiaries. WeltPsishare of net income of its unconsolidated glidges is included in income using the
equity method of accounting.

WellPoint’s investment in subsidiary surplus ndtestated at estimated fair value.

WellPoint’s parent company only financial statensestiould be read in conjunction with WellPoint'sliéed consolidated financial
statements and the accompanying notes includédsifrorm 10-K.

2. Subsidiary Transactions
Dividends

WellPoint received cash dividends from subsidiaok$1,097.7, $458.6 and $702.0 during 2004, 20@B2002, respectively.
Investment in Subsidiarie

As described in Note 1, on November 30, 2004, Amticempleted its merger with WHN and purchased 100%e outstanding commi
stock of WHN. As a result of the merger, each WHbtkholder received $23.80 in cash, without interasd one share of WellPoint common
stock for each share of WHN common stock held. fimehase price was $16,022.3 and included casB,81.8.8, the issuance of
approximately 155.3 million shares of WellPoint eaoon stock, valued at $11,293.8, WHN stock opticrsverted to WellPoint stock options
and other stock awards for approximately 21.8 omllshares valued at $806.3, and $203.4 of estintetegaction costs. The fair value of
common stock issued was based on $72.70 per shiaich represents the average closing price of tr@ny’s common stock for the five
trading days ranging from two days before to twgsdafter October 27, 2003, the date the mergeramasunced. In connection with the WHN
merger, WellPoint executed certain undertakingd wie California Department of Managed Health Ctre California Department of
Insurance (“California DOI”), and the Georgia Depaent of Insurance which contained various committsi®y WellPoint. Expenses for
merger-related undertakings with the California @®$50.0 were recorded by WellPoint in 2004.

Capital contributions to subsidiaries were $1415.6 and $0.0 during 2004, 2003 and 2002, respygtiThe contributions in 2004 and
2003 were non-cash and were to record the tax bherfefption exercises at subsidiary levels.
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Schedule II—Condensed Financial Information of Regitrant—(continued)

WellPoint, Inc.
(Parent Company Only)
Notes to Condensed Financial Statements (continued)
2. Subsidiary Transactions (continued)

Amounts Due to and From Subsidiarie

During December 2004, WellPoint completed a terdier to purchase surplus notes of Anthem Insur&@m@panies, Inc. a direct
wholly-owned subsidiary, and purchased $258.0 b2%9% notes due 2010 and $174.9 of 9.00% notes @Ri& 2 loss of $146.1 was recorded
by WellPoint, representing the amount fair valueemded par value at the time of purchase.

At December 31, 2004, 2003 and 2002 WellPoint regoo$34.4, $71.2 due from and $10.0 due to sub&@diaespectively. These
amounts are for administrative expenses and ataedy settled, and as such, are classified aotiassets.

3. Long-Term Debt
At December 31 WellPoint's debt consisted of tH&feing:

2004 2003
Senior unsecured notes at 3.500% due : $ 192.¢ $ -
Senior unsecured notes at 3.750% due : 297.¢ -
Senior unsecured notes at 4.250% due : 297.2 -
Senior unsecured notes at 5.000% due : 492.¢ -
Senior unsecured notes at 5.950% due : 493.¢ -
Debentures included in Equity Security Units a58% due 200! - 224.%
Senior unsecured notes at 6.800% due : 791.¢ 790.7
Senior unsecured notes at 4.875% due : 149.¢ 149.¢
Commercial paper progra 793.2 -
Long-term debt 3,508.¢ 1,164.
Current portion of lon-term deb (149.9 -
Long-term debt, less current porti $3,359. $1,164.

The current portion of long-term debt is reportathwther current liabilities and represents theiegeunsecured notes at 4.875% of
$149.8, which mature in August 2005.

WellPoint had cash requirements of approximatelp®4.0 for the WHN merger, including both the cpsltion of the purchase price
and estimated transaction costs. In anticipatioth@fnerger, on November 15, 2004, WellPoint edtér® a bridge loan agreement under
which it could borrow up to $3,000.0. The amountsilable under this bridge loan were reduced t&&10 upon WellPoint entering into the
senior credit facilities described in the paragraptow. On November 30, 2004, WellPoint borrowe@®B under this bridge facility to
partially fund the WHN merger. As further descrilldow, senior unsecured notes were issued toaepités bridge loan during December
2004. Upon issuance of the senior unsecured nibee§500.0 of borrowings under the bridge loan reasiired to be repaid and the
commitments under the bridge loan agreement wengnated.
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Schedule II—Condensed Financial Information of Regitrant—(continued)

WellPoint, Inc.
(Parent Company Only)
Notes to Condensed Financial Statements (continued)
3. Long-Term Debt (continued)

On November 19, 2004, WellPoint entered into nemicgecredit facilities with certain of its lende(i$ in connection with the pending
merger with WHN, (ii) to replace the existing $6D@evolving credit facility set to mature on Jurg& 2005 and the $400.0 revolving facility,
which would have matured on November 5, 2006, @&)ddr general corporate purposes. The new faesiinclude a $1,000.0 364-day credit
facility which expires on November 29, 2005 andléb$0.0 five year facility which matures on NovemB@, 2009. WellPoint’s ability to
borrow under these facilities is subject to commpmwith certain covenants. On November 30, 200dl|R@int borrowed $900.0 under the
364-day facility and $1,400.0 under the five year fiagilo partially fund the WHN merger. As descritieadnore detail below, senior unsecu
notes and commercial paper were issued to repfese thorrowings during December 2004. There wemaunts outstanding under the
senior credit facilities and WellPoint was in coiapte with the covenants as of December 31, 2004.

Effective upon the merger with WHN, the board atdtors authorized an increase in WellPoint’'s comumaépaper program from
$1,000.0 to $2,000.0, the proceeds of which maydeel for general corporate purposes, includingeparchase of WellPoint debt and
common stock. WellPoint initially borrowed $1,50@Qder this commercial paper program, which wasl tgeepay a portion of the senior
credit facilities described above. As of DecembkerZ04, $793.2 of commercial paper remained outistg. Commercial paper borrowings
have been classified as long-term debt at DeceBthe2004 in accordance with FAS@assification of ShorfFferm Obligations Expected to
Refinance(, as WellPoint’s practice and intent is to replabert-term commercial paper outstanding at exjpinawith additional short-term
commercial paper for an uninterrupted period extanfbr more than one year or with borrowings unither senior credit facilities, including
the $1,500.0 five year facility described above.

On July 31, 2002, WellPoint issued $950.0 of loag¥t senior unsecured notes ($800.0 of 6.800% mte012 and $150.0 of 4.875%
notes due 2005). The net proceeds of $938.5 frenmdite offerings were used to pay a portion ofcéh consideration and expenses
associated with the acquisition of Trigon Healtlecadnc.

Subordinated debentures included in Equity Secuhtits were unsecured and subordinated in riglpiagiment to all existing and future
senior indebtedness. During August 2004, WellPodmbpleted a remarketing of its $230.0 subordindedaentures included in Equity Security
Units, as required under the terms of the Equityu8y Units issued in November 2001. As a restithe remarketing, the interest rate on the
subordinated debentures was reset to 4.655%.

Proceeds from the remarketing were used to purdida&@eTreasury securities which were held by aatethl agent to satisfy the stock
purchase contract portion of the Equity Securityt&lin November 2004, proceeds of $230.0 wereivedegrom the collateral agent, and
approximately 5.3 million shares of common stockenissued pursuant to the purchase contract pasfitimee Equity Security Units.

In connection with the remarketing, in August 2094lIPoint issued $200.0 of 3.500% Notes due 200W¢hvwere used to exchange ¢
retire $190.0 aggregate principal amount of th&3% remarketed subordinated debentures. WellPEatraceived approximately $4.7 of ¢
proceeds, net of underwriting discounts and offggrpenses. Following issuance of the 3.500% Nhies2007, $40.0 of aggregate principal
amount of the 4.655% remarketed debentures remamistanding. During November 2004, WellPoint repaised and retired the remaining
$40.0 of aggregate principal amount of the 4.658%0&dinated debentures and as of December 31, 2dt@mounts of the 4.655%
subordinated debentures remain outstanding. The.820 3.500% Notes due 2007 were issued undeelargyistration filed with the
Securities and
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Schedule II—Condensed Financial Information of Regitrant—(continued)

WellPoint, Inc.
(Parent Company Only)
Notes to Condensed Financial Statements (continued)
3. Long-Term Debt (continued)

Exchange Commission in December 2002 for any coatioin of debt or equity securities in one or mdiferings up to an aggregate amoun
$1,000.0. As of December 31, 2004, WellPoint ha@0$8 of the shelf registration capacity remaining.

On December 9, 2004, WellPoint issued $300.0 &3/ Notes due 2007, $300.0 of 4.250% Notes due, 2.0 of 5.000% Notes
due 2014 and $500.0 of 5.950% Notes due 2034. ideepds from this offering were approximately $8,3&fter deducting the initial
purchasers’ discount and estimated offering experid®ceeds from these notes were used to rep&p€te0 outstanding under the bridge
loan, $500.0 outstanding under the five-year setniedit facility and $500.0 to fund the tender ofie purchase surplus notes of Anthem
Insurance. The remainder of the proceeds was osegpay commercial paper.

4. Hedging Activity

The information regarding hedging activity containe Note 7 of the Notes to Consolidated FinanStatements of WellPoint and its
subsidiaries is incorporated herein by reference.

5. Capital Stock

The information regarding capital stock contained\ote 12 of the Notes to Consolidated Financiatedhents of WellPoint and its
subsidiaries is incorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, therednlp authorized.

W ELL POINT, I NC.

By: /sl L ARRYC. GLASSCOCK

Larry C. Glasscock
President and Chief Executive Officer

Dated: March 14, 2005

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following persons on behalf
of the registrant and in the capacities and ord#ites indicated.

Name Title Date

/sl LARRYC. GLASSCOCK President and Chief Executive Officer (Principal March 14, 2005
Executive Officer)

Larry C. Glasscock

/s/ Davip C. CoLBY Executive Vice President and Chief Financial March 14, 200¢
Accounting Officer (Principal Financial and
David C. Colby Principal Accounting Officer
/'s/ LEONARDD. SHAEFFER Chairman of the Board of Directors March 14, 2005

Leonard D. Shaeffer
/s/ LeNoxD. BAKER, Jr., M.D. Director March 14, 200¢

Lenox D. Baker, Jr., M.D.
/sl SusanB. BAYH Director March 14, 200!

Susan B. Bayh

/sl SHEILA P. BURKE Director March 14, 2005
Sheila P. Burke
/sl WiLLiam H.T. BusH Director March 14, 2005

William H.T. Bush

/sl JuLEA.HILL Director March 14, 200¢
Julie A. Hill
/s/ WARRENY. JOBE Director March 14, 2005

Warren Y. Jobe

/sl VICTORS. Liss Director March 14, 2005
Victor S. Liss

/sl L.BENL vTLE Director March 14, 200t
L. Ben Lytle

/sl WiLLiam G. M AYs Director March 14, 2005

William G. Mays
/sl RawmIRO G. PERU Director March 14, 2005

Ramiro G. Peru
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Name

/s/  JANE G. PisaNO

Jane G. Pisano

/sl  SENATOR D oNALD W. RIEGLE, JR.

Senator Donald W. Riegle, Jr.
/sl WiLLIAM J. RYAN

William J. Ryan

/s/ ELzABETH A. S ANDERS

Elizabeth A. Sanders

/'s/ GEORGEA. S CHAEFER, JR.

George A. Schaefer, Jr.
/s/ JAckiE M. W ARD

Jackie M. Ward

Director

Director

Director

Director

Director

Director
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March 14, 2005
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March 14, 2005



Exhibit
Number

2.1

2.2

3.1

3.2

4.1
4.2
4.3

4.4

INDEX TO EXHIBITS

Exhibit

Plan of Conversion to a Stock Insurance Comparopgsed by the Board of Directors of Anthem InsueaBompanies,
Inc. on June 18, 2001, incorporated by referendextubit 2.1 to the Company’s Registration StatehenForm S-1
(Registration No. 3:-67714).

Amended and Restated Agreement and Plan of Megffective as of October 26, 2003, among the Companthem
Holding Corp. and WellPoint Health Networks Inawcdorporated by reference to Appendix A to the Camypsa
Registration Statement on Form S-4 (Registration383-110830) (exhibits thereto will be furnisheghglementally to
the Securities and Exchange Commission upon req

Articles of Incorporation of the Company, as amehd#ective November 30, 2004, incorporated bynexiee to Exhibi
3.1 to the Compar's Current Report on Forn-K filed on November 30, 200

By-Laws of the Company, amended and restated effelitvember 30, 2004, incorporated by reference tuilkx3.2 to
the Compan’s Current Report on Forn-K filed on November 30, 200

Articles of Incorporation of the Company, as amehetective November 30, 2004 (Included in Exhibit).
By-Laws of the Company, amended and restated effelibvember 30, 2004 (Included in Exhibit 3.

Specimen of Certificate of the Compi’s common stock, $0.01 par value per share, incatpdiby reference to Exhit
4.1 to the Compar's Registration Statement on Fori-8 (Registration No. 3--120851).

Indenture, dated as of November 2, 2001, by anadet the Company and The Bank of New York, asesjgegardin
subordinated debentures, incorporated by referenEghibit 4.3 to the Company’s Quarterly Reportrarm 10-Q for
the quarter ended September 30, 2(

(&) First Supplemental Indenture, dated as ofddtber 2, 2001, between the Company and The BaNewfYork, as
trustee, establishing 5.95% Subordinated Debentlure2006, incorporated by reference to Exhibittd.the
Compan’s Quarterly Report on Form -Q for the quarter ended September 30, 2

(b) Purchase Contract Agreement, dated as oéhber 2, 2001, between the Company and The BaNlewfYork, as
purchase contract agent, relating to the 5.95% lifetted Debentures due 2006, incorporated byeséer to
Exhibit 4.5 to the Compar's Quarterly Report on Form -Q for the quarter ended September 30, 2

(c) Pledge Agreement, dated as of November @] 28mong the Company, The Chase Manhattan Bardcllaseral
agent, custodial agent and securities intermedangt, The Bank of New York, as purchase contracttagelating t
the 5.95% Subordinated Debentures due 2006, incatgubby reference to Exhibit 4.6 to the Compasrterly
Report on Form 1-Q for the quarter ended September 30, 2

(d) Form of 5.95% Subordinated Debenture duesZ0€luded in Exhibit 4.4(a)), incorporated byarfnce to Exhibi
4.6 to the Compar' s Quarterly Report on Form -Q for the quarter ended September 30, 2

() Form of Normal Units Certificate relatingttee 5.95% Subordinated Debentures due 2006 (Iadlird Exhibit 4.-
(c)), incorporated by reference to Exhibit 4.6lHe Company’s Quarterly Report on FormQGer the quarter end:
September 30, 200
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Exhibit
Number

4.6

4.7

4.8

Exhibit

(H Form of Stripped Units Certificate relatitmthe 5.95% Subordinated Debentures due 2006i¢lad in Exhibit 4..
(c)), incorporated by reference to Exhibit 4.6ite Company’s Quarterly Report on FormQer the quarter end:
September 30, 200

(g) Form of Remarketing Agreement, incorpordigdeference to Exhibit 4.10 to the CompaniRegistration Stateme
on Form &1 (Registration No. 3:-70566).

Indenture, dated as of July 31, 2002, between tmpgany and The Bank of New York, as trustee, inoated by
reference to Exhibit 4.13 to the Comp’s Quarterly Report on Form -Q for the quarter ended June 30, 2(

(a) First Supplemental Indenture, dated as lyfJu, 2002, between the Company and The Bank @f Merk, Trustee
establishing 4.875% Notes due 2005 and 6.800% Nhte012, incorporated by reference to Exhibi#4dlthe
Compan'’s Quarterly Report on Form -Q for the quarter ended June 30, 2(

(b) Form of 4.875% Note due 2005 (Included imiBk 4.5(a)), incorporated by reference to Exhibit4 to the
Compan'’s Quarterly Report on Form -Q for the quarter ended June 30, 2(

(c) Form of 6.800% Note due 2012 (Included ifnibi 4.5(a)), incorporated by reference to Exhibit4 to the
Compan'’s Quarterly Report on Form -Q for the quarter ended June 30, 2(

Form of Subordinated Note Indenture by and betwkerCompany and The Bank of New York, as trustesgrporatec
by reference to Exhibit 4.17 to the Comp’s Registration Statement on For-3 (Registration No. 3:-101969).

Commercial Paper Dealer Agreement, dated as of iMbtg 2003, among the Company, as Issuer, andiibigan
Securities Inc., Banc of America Securities LLC &adomon Smith Barney Inc., each as Dealer, incatpd by
reference to Exhibit 4.18 to the Comp’s Quarterly Report on Form -Q for the quarter ended March 31, 20

(@) Issuing and Paying Agency Agreement, daseaf #March 11, 2003, by and between the Companyl&htbrgar
Chase Bank, incorporated by reference to Exhilii® 40 the Company’s Quarterly Report on Form 10GXtie
quarter ended March 31, 20(

Senior Note Indenture, dated as of December 312,288tween the Company and The Bank of New Yorkruestee,
incorporated by reference to Exhibit 4.16 to thenpany's Current Report on Forn-K filed on August 25, 2004

(a) First Supplemental Indenture, dated as @usti27, 2004, between the Company and The BaNkewfYork, as
trustee, establishing 3.50% Senior Notes due 200@rporated by reference to Exhibit 4.20 to thenpany’s
Current Report on Formr-K filed on August 27, 200«

(b) Form of 3.50% Senior Note due 2007 (includsdExhibit A in Exhibit 4.8(a)), incorporated lBference to Exhib
4.21 to the Compar's Current Report on Forn-K filed on August 27, 200¢

5-Year Credit Agreement, dated as of November @042among the Company, as the Borrower; Bank oérgn, N.A.,
as Administrative Agent, Swing Line Lender and l$Suer; the other Lenders party thereto; JPMordzes€ Bank, as
Syndication Agent; UBC Loan Finance LLC and Willigi@treet Commitment Corporation, as Boeumentation Agent
and Banc of America Securities LLC and J.P.Morgaouties Inc., as Joint Lead Arrangers and JooulBManagers,
incorporated by reference to Exhibit 10.2 to thenpany's Current Report on Forn-K filed on November 24, 200.
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Exhibit
Number

Exhibit

4.1C

4.11

4.1z

4.1:

10.1*

10.2*

364-Day Credit Agreement, dated as of November 19, 280vbng the Company, as the Borrower; Bank of AcaeiN.A.,
as Administrative Agent; the other Lenders pargréto; JPMorgan Chase Bank, as Syndication AgeB8 Uoan Finance
LLC and Williams Street Commitment Corporation GxsDocumentation Agents; and Banc of America SéiesrLLC and
J.P.Morgan Securities Inc., as Joint Lead ArrangedsJoint Book Managers, incorporated by referémdexhibit 10.1 to th
Compan’s Current Report on Forn-K filed on November 24, 200

Amended and Restated Indenture, dated as of JR@08&, by and between WellPoint Health Networks (ae predecessor
by merger to Anthem Holding Corp., “WellPoint Hégjtand The Bank of New York, as trustee, incorpedaby reference
to Exhibit 4.3 to WellPoint Heal’'s Current Report on Forn-K filed on June 12, 2001 (File No. (-13083).

(2) First Supplemental Indenture, dated as ofddtber 30, 2004, between Anthem Holding Corp. amel Bank of New
York, as trustee

(b) Form of Note evidencing WellPoint Health’'$ 63 % Notes due 2006, incorporated by reference toliix4il to
WellPoint Healt's Current Report on Forn-K filed on June 14, 2001 (File No. C-13083).

(c) Form of Note evidencing WellPoint Health’8#8% Notes due 2012, incorporated by referenéextobit 4.1 to
WellPoint Healtl's Current Report on Forn-K filed on January 16, 2002 (File No. (-13083).

Indenture, dated as of December 9, 2004, betwee@dmpany and The Bank of New York Trust Company.Nas truste:
incorporated by reference to Exhibit 4.1 to the @am’s Current Report on Forn-K filed on December 15, 200

(&) Registration Rights Agreement, dated asexddnber 9, 2004, among the Company, Banc of Am&ecarities LLC
Goldman, Sachs & Co., J.P. Morgan Securities Ind.dBS Securities LLC, incorporated by referencExbibit 4.2
to the Compar’s Current Report on Forn-K filed on December 15, 200

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

Anthem 2001 Stock Incentive Plan, amended andtessts of January 1, 2003, incorporated by referém&xhibit 10.1(iii,
to the Compar’s Quarterly Report on Form -Q for the quarter ended June 30, 2(

(@) Form of Anthem 2001 Stock Incentive Plani@ptGrant Letter as of January 1, 20
(b) Form of Anthem 2001 Stock Incentive PlantReted Stock Award Letter as of January 1, 2(

Anthem Employee Stock Purchase Plan, incorporagedference to Exhibit 10.2 to the Company’s Regtiin Statement
on Form &1 (Registration No. 3:-67714).

(@ Amendment No. 1 to Anthem Employee StoclcRase Plan, dated July 2, 2002, incorporated leyeate to Exhibi
10.2(i) to the Compar’s Quarterly Report on Form -Q for the quarter ended September 30, 2

(b) Amendment No. 2 to Anthem Employee StockcRase Plan, dated July 29, 2002, incorporated feyenece to Exhibi
10.2(ii) to the Compar’'s Quarterly Report on Form -Q for the quarter ended September 30, 2
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Exhibit
Number

10.&

10.#

10.5*

10.¢*

10.7

Exhibit

Employment Agreement by and between Anthem Ins@&uampanies, Inc. and Larry C. Glasscock, dated @stober
22, 1999, incorporated by reference to Exhibit 16.8he Company’s Registration Statement on Forin(Registration
No. 33%-67714).

Employment Agreement by and between Anthem Ins@&uampanies, Inc. and David R. Frick, dated asob@dry 1,
2000, incorporated by reference to Exhibit 10.theoCompany’s Registration Statement on Form Sehigration No.
33:-67714).

(&) Amendment One to Employment Agreement bytstdeen Anthem Insurance Companies, Inc. and CRwlerick,
effective as of January 1, 2003, incorporated Iigremce to Exhibit 10.4(i) to the Company’s AnnRaport on
Form 1(-K for the year ended December 31, 2C

Employment Agreement by and between Anthem Ins@r&uampanies, Inc. and Samuel R. Nussbaum, M.Deddz of
January 2, 2001, incorporated by reference to Hxh{h5 to the Company’s Registration Statemenform S-1
(Registration No. 3:-67714).

(&8 Amendment One to Employment Agreement bylkstd/ieen Anthem Insurance Companies, Inc. and Saue
Nussbaum, M.D., effective as of January 1, 200&yriporated by reference to Exhibit 10.5(ii) to @empany’s
Annual Report on Form -K for the year ended December 31, 2C

(b) Amendment Two to Employment Agreement by bativeen Anthem Insurance Companies, Inc. and SaRa
Nussbaum, M.D., effective as of January 1, 200&riporated by reference to Exhibit 10.5(iii) to Bempany’s
Annual Report on Form -K for the year ended December 31, 2C

(c) Amendment Three to Employment Agreementiny lBetween Anthem Insurance Companies, Inc. andiSla
Nussbaum, N.D., effective as of January 1, 2!

Employment Agreement by and between Anthem Insgr&uampanies, Inc. and Michael L. Smith, dated akafiary 1,
2000, incorporated by reference to Exhibit 10.6heoCompany’s Registration Statement on Form Sebidration No.
33:-67714).

(&) Amendment One to Employment Agreement bylkstdieen Anthem Insurance Companies, Inc. and Midhe
Smith, effective as of January 1, 2003, incorpatdg reference to Exhibit 10.6(i) to the Companiimual Report
on Form 1-K for the year ended December 31, 2C

Employment Agreement by and between Anthem Inser&uampanies, Inc. and Marjorie W. Dorr, dated a3apiuary 1
1999, incorporated by reference to Exhibit 10.&()he Company’s Registration Statement on Form(Rebistration No.
33:-67714).

(@ Amendment One to Employment Agreement bylstdieen Anthem Insurance Companies, Inc. and Many.
Dorr, effective as of January 1, 2000, incorpordigdeference to Exhibit 10.7(ii) to the Companisgistration
Statement on Form-1 (Registration No. 3:-67714).

(b) Amendment Two to Employment Agreement by bativeen Anthem Insurance Companies, Inc. and Maiy.
Dorr, effective as of July 29, 2000, incorporatgdéference to Exhibit 10.7(iii) to the Company’sdistration
Statement on Form-1 (Registration No. 3:-67714).

(c) Amendment Three to Employment Agreementiny lsetween Anthem Insurance Companies, Inc. anfokiaiV.
Dorr, effective as of January 1, 2001, incorpordtgdeference to Exhibit 10.7(iv) to the ComparniRgistration
Statement on Form-1 (Registration No. 3-67714).
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Number

10.&

10.¢*

10.1¢
10.17

10.1%

Exhibit

(d) Amendment Four to Employment Agreement by b@tween Anthem Insurance Companies, Inc. anddviaiV.
Dorr, effective as of January 1, 2002, incorpordigdeference to Exhibit 10.7(v) to the Compawhnual Report ¢
Form 1(-K for the year ended December 31, 2C

(e) Amendment Five to Employment Agreement by between Anthem Insurance Companies, Inc. anddvdanyV.
Dorr, effective as of January 1, 2003, incorpordtgdeference to Exhibit 10.7(vi) to the Companiimnual Report
on Form 1K for the year ended December 31, 2C

Employment Agreement by and between Anthem Inser&uampanies, Inc. and Keith R. Faller, dated akaotiary 1
1999, incorporated by reference to Exhibit 10.8(ijhe Company’s Registration Statement on Form(Behistration No.
33:-67714).

(@) Amendment One to Employment Agreement bytstdieen Anthem Insurance Companies, Inc. and Keitraller,
effective as of January 1, 2000, incorporated fgremce to Exhibit 10.8(ii) to the Company’s Regiibn Statement
on Form &1 (Registration No. 3:-67714).

(b) Amendment Two to Employment Agreement by bativeen Anthem Insurance Companies, Inc. and Keitraller,
effective as of January 1, 2001, incorporated fgremce to Exhibit 10.8(iii) to the CompasyRegistration Stateme
on Form &1 (Registration No. 3:-67714).

(c) Amendment Three to Employment Agreementiny lsetween Anthem Insurance Companies, Inc. anth lkeiFaller
effective as of January 1, 2002, incorporated Iigremce to Exhibit 10.8(iv) to the Company’s AnnRaport on
Form 1(-K for the year ended December 31, 2C

(d) Amendment Four to Employment Agreement by lb@tween Anthem Insurance Companies, Inc. andkifaller,
effective as of January 1, 2003, incorporated ligremce to Exhibit 10.8(v) to the Compasyinnual Report on For
1C-K for the year ended December 31, 2C

Employment Agreement by and between Anthem Inser&uampanies, Inc. and Mark L. Boxer, dated as oféxtber 13
2000.

(a8 Amendment One to Employment Agreement bylkstdieen Anthem Insurance Companies, Inc. and MaBoxer,
effective as of January 1, 20(

(b) Amendment Two to Employment Agreement by bativeen Anthem Insurance Companies, Inc. and MaBoxer,
effective as of January 1, 20(

Employment Agreement by and between the CompanyRamdiall Lewis, dated as of July 14, 20

Letter from Anthem Insurance Companies, Inc. t8&n Lytle regarding retirement benefits, incorpedaly reference to
Exhibit 10.13 to the Compa’s Registration Statement on For-1 (Registration No. 33-67714).

Anthem Deferred Compensation Plan, amended anatedstffective January 1, 1997, incorporated bgresfce to Exhibit
10.14(i) to the Compar's Registration Statement on For-1 (Registration No. 3:-67714).

(&) First Amendment to Anthem Deferred Compeéasd®lan, adopted December 16, 1998, incorporagegference t«
Exhibit 10.14(ii) to the Compar's Registration Statement on Forl-1 (Registration No. 3:-67714).

(b) Second Amendment to Anthem Deferred Compans®lan, executed March 30, 2000, incorporatedelfigrence tc
Exhibit 10.14¢(iii) to the Compar's Registration Statement on Fori-1 (Registration No. 3:-67714).
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Number

10.1&

10.1#

10.1%

10.1¢

10.1%

10.1&

10.1¢

10.2(

10.21

10.2

Exhibit

Anthem Board of Directo’ Deferred Compensation Plan, amended and restatgdlasuary 1, 2004, incorporated
reference to Exhibit 10.15(i) to the Company’s Qerdy Report on Form
1C-Q for the quarter ended September 30, 2

Anthem Supplemental Executive Retirement Plan, ale@mnd restated effective January 1, 1997, incated by
reference to Exhibit 10.16(i) to the Comp’s Registration Statement on Fori-1 (Registration No. 3:-67714).

(@) First Amendment to the Anthem Supplemensadibtive Retirement Plan, executed on March 3002B@orporatec
by reference to Exhibit 10.16(ii) to the Comp’s Registration Statement on Fori-1 (Registration No. 3:-67714).

(b) Second Amendment to the Anthem Suppleméiratutive Retirement Plan, executed on Septemi200Q,
incorporated by reference to Exhibit 10.16(iiithe Company’s Registration Statement on Form Sehidtration
No. 33%-67714).

Anthem 1998 Long-Term Incentive Plan, effectiveulamy 1, 1998, incorporated by reference to ExHiBitL7 to the
Compan’s Registration Statement on Fori-1 (Registration No. 3:-67714).

Anthem 200-2003 Lon¢-Term Incentive Plan, effective January 1, 2001giporated by reference to Exhibit 10.18 to
Compan’s Registration Statement on Fori-1 (Registration No. 3:-67714).

(@) First Amendment to the Anthem 2-2003 Lon¢-Term Incentive Plan, dated April 25, 2002, incogied by
reference to Exhibit 10.18(i) to the Comp’s Quarterly Report on Form -Q for the quarter ended June 30, 2(

2001 Annual Incentive Plan, incorporated by refeesto Exhibit 10.19 to the Compé' s Registration Statement on Fo
S-1 (Registration No. 3:-67714.

Anthem Directed Executive Compensation Plan, incated by reference to Exhibit 10.20 to the Com{mRgqgistration
Statement on Form-1 (Registration No. 3:-67714).

Anthem Split Dollar Life Insurance Program, amendad restated effective November 1, 1998, incotedrhy reference
to Exhibit 10.21 to the Compa’s Registration Statement on For-1 (Registration No. 3:-67714).

Blue Cross License Agreement by and between BlossCand Blue Shield Association and the Compartgdddovembe
2, 2001, incorporated by reference to Exhibit 1a®the Company’s Annual Report on Form 10-K fa ylear ended
December 31, 200:

Blue Shield License Agreement by and between Bles€and Blue Shield Association and the CompaagddNovembe
2, 2001, incorporated by reference to Exhibit 1a@the Company’s Annual Report on Form 10-K fa ylear ended
December 31, 200:

Employment Agreement among the Company, Trigon tHeafe, Inc. and Thomas G. Snead, Jr., dated &sef 7, 200z
incorporated by reference to Exhibit 10.24 to tleenPany’s Registration Statement on Form S-4 (Redish No. 333-
88776).

(i)  Amendment One to Employment Agreement by between the Company and Thomas G. Snead, dctieé
January 1, 2003, incorporated by reference to Hixhih24(i) to the Company’s Annual Report on FdraK for the
year ended December 31, 20
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Number

10.2&

10.2#

10.2%

Exhibit

Anthem 401(k) Long Term Savings Investment Plargraended and restated effective January 1, 198@rdorated b
reference to Exhibit 99.1 to the Comp’s Quarterly Report on Form -Q for the quarter ended June 30, 2(

(@)

(b)

(©)

(d)

()

(f)

()

First Amendment of the Anthem 401(k) LongrieSavings Investment Plan (Second Restatementti&elanuary :
1997), effective June 1, 2002, incorporated byregfee to Exhibit 99.2 to the Company’s Quarterlp&¢€on Form
1C-Q for the quarter ended June 30, 2(

Second Amendment of the Anthem 401(k) Loegi Savings Investment Plan (Second Restatemeedtivié
January 1, 1997), effective October 31, 2002, ipecated by reference to Exhibit 10.25(i) to the @amy’s
Quarterly Report on Form -Q for the quarter ended March 31, 20

Third Amendment of the Anthem 401(k) LongfeSavings Investment Plan (Second RestatementtiviéeJanuary
1, 1997), effective January 1, 2002, incorporatgdefierence to Exhibit 10.25(ii) to the Company’'sa@erly Report
on Form 1-Q for the quarter ended March 31, 20

Fourth Amendment of the Anthem 401(k) Loreyh Savings Investment Plan (Second Restatemeedtti# Januar
1, 1997), effective January 1, 2002, incorporatgdeference to Exhibit 10.25(iv) to the Companyisa@erly Report
on Form 1-Q for the quarter ended March 31, 20

Fifth Amendment of the Anthem 401(k) LongfeSavings Investment Plan (Second RestatementtivieJanuary
1, 1997), effective January 1, 2004, incorporatgdeference to Exhibit 10.25(v) to the Company’'sa@erly Report
on Form 1-Q for the quarter ended March 31, 20

Sixth Amendment of the Anthem 401(k) Longrin Savings Investment Plan (Second Restatemestti# Januar
1, 1997), effective January 1, 2004, incorporatgdeference to Exhibit 10.25(vi) to the Company’sa@@erly Report
on Form 1-Q for the quarter ended March 31, 20

Seventh Amendment of the Anthem 401(k) Ldegn Savings Investment Plan (Second Restatemésitike
January 1, 1997), effective January 31, 2004, paa@ted by reference to Exhibit 10.25(vii) to thentpany’s
Quarterly Report on Form -Q for the quarter ended March 31, 20

Noncompetition Agreement, dated as of April 27,208mong the Company, Trigon Healthcare, Inc. amahias G
Snead, Jr., incorporated by reference to Exhih2@.@ the Company’s Registration Statement on Férn(Registration
No. 33:-88776).

Trigon Healthcare, Inc. 1997 Stock Incentive Planprporated by reference to Exhibit A to Trigondithcare, Inc's
Definitive Proxy Statement for its 1997 Annual Megtof Shareholders filed on March 14, 19

(@)

First Amendment to the Trigon Healthcare, 997 Stock Incentive Plan, dated as of Febri&r2000, incorporate
by reference to Exhibit 10.1 to Trigon Healthcdne,’s Quarterly Report on Form 10-Q for the quaeteded March
31, 2000.
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Number

10.2¢

10.27

10.2&

10.2¢

10.3¢*

10.31

10.3-

10.3:

10.3¢

10.3¢

10.3¢

10.37

Exhibit

Trigon Healthcare, Inc. N-Employee Directors Stock Incentive Plan, incorpedaty reference to Exhibit C to Trig
Healthcare, In’'s Definitive Proxy Statement for its 1997 Annualé¥iag of Shareholders filed on March 14, 19

(@) Amendment to the Trigon Healthcare, Inc. -Employee Directors Stock Incentive Plan, datedfasooil 24, 2002,
incorporated by reference to Exhibit 10.36 to Tnidgtealthcare, Inc.’s Annual Report on Form 10-K/A.Nfor the
year ended December 31, 20

Form of Trigon Healthcare, Inc. Stock Option Agres incorporated by reference to Exhibit 99(ii)Tiigon Healthcare
Inc.'s Registration Statement on Fori-8 (Registration No. 3:-45890).

(@) Schedule of Agreements pursuant to the Fadriimigon Healthcare, Inc. Stock Option Agreemémtprporated by
reference to Exhibit 99.6 to the Comp’s Registration Statement on Fori-8 (Registration No. 3:-97423).

Trigon Insurance Company 401(k) Restoration Plectve January 1, 1995, incorporated by refergndexhibit 99(ii) tc
Trigon Healthcare, In’s Registration Statement on Forl-8 (Registration No. 33-22463).

Anthem Annual Incentive Plan, effective Januar2d03, incorporated by reference to Exhibit 10.3theoCompany’s
Quarterly Report on Form -Q for the quarter ended June 30, 2(

Anthem Long-Term Incentive Plan, effective Janukrg004, incorporated by reference to Exhibit 1a@the Company’s
Quarterly Report on Form -Q for the quarter ended June 30, 2(

Undertakings to California Department of Insurardaged November 8, 2004, delivered by WellPointlthe®C Life,
Anthem, Inc. and Anthem Holding Corp., incorporatgdreference to Exhibit 99.2 to the Company’s €atiReport on
Form &K filed on November 10, 200

Undertakings to California Department of ManagedltteCare, dated November 23, 2004, delivered bilRigimt Health,
Blue Cross of California, Anthem, Inc. and Anthemlding Corp., incorporated by reference to Exh@it2 to the
Compan’s Current Report on Forn-K filed on November 30, 200.

Undertakings to California Department of ManagedltheCare, dated November 23, 2004, delivered biiRmt Health,
Golden West, Anthem, Inc. and Anthem Holding Coincprporated by reference to Exhibit 99.3 to tlwenpanys Curren
Report on Form -K filed on November 30, 200

Undertakings, dated January 7, 1993, by WellPogdlth, Blue Cross of California and certain sulzsids to the
California Department of Corporations, incorporagdeference to Exhibit 10.24 to WellPoint HeadtRRegistration
Statement on Form-1 (Registration No. :-54898).

Orders Approving Notice of Material Modification dt/ndertakings, dated September 7, 1995, by Bles<Cof Californie
WellPoint Health and WellPoint Health’s subsidiarie the California Department of Corporationspiporated by
reference to Exhibit 10.47 to WellPoint Health’sa@erly Report on Form 10-Q for the quarter endept&nber 30, 1995
(File No. 1-11628).

Amended and Restated Undertakings, dated Marc@9s, by Blue Cross of California, WellPoint Headthd certain of it:
subsidiaries to the California Department of Cogpions, incorporated by reference to Exhibit 98.WellPoint Health’s
Current Report on Form-K dated March 5, 1996 (File No-11628).

Indemnification Agreement, dated as of May 17, 1986and among WellPoint Health, WellPoint HealtbtWorks Inc., a
Delaware corporation, and Western Health Partngssiticorporated by reference to Exhibit 99.9 tdld@nt Health’s
Current Report on Formr-K filed June 3, 1996 (File No. 3-03292-01).
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Number

10.3¢

10.3¢

10.4¢

10.4%

Exhibit

Undertakings, dated July 31, 1997, by WellPointIthed@lue Cross of California and WellPoint Califiset Services, Inc. t
the California Department of Corporations, incogied by reference to Exhibit 99.12 to WellPoint lttéa Current Report
on Form &K filed on August 5, 1997 (File No. 0-13083).

Form of Indemnification Agreement between WellPdiiealth and its Directors and Officers, incorpodaty reference to
Exhibit 10.17 to WellPoint Heal's Registration Statement on Fori-1 (Registration No. :-54898).

WellPoint Health Networks Inc. Board of Directoref®rred Compensation Plan, incorporated by referém&xhibit 10.5
to WellPoint Healt’s Annual Report on Form -K for the year ended December 31, 1998 (File Nd-13083).

WellPoint Health Networks Inc. 1999 Stock Incent®ian (as amended through December 6, 2000), incatgd by
reference to Exhibit 10.37 to WellPoint Health’srAral Report on Form 10-K for the year ended Decer@be2000 (File
No. 003-13083).

(@) Form of WellPoint Health Networks Inc. 198fck Incentive Plan Notice of Grant of Stock Optand Stock Option
Agreement, revised December 2001, incorporatectference to Exhibit 10.01 to WellPoint Health’'s Qady
Report on Form 1-Q for the quarter ended September 30, 2004 (FileONi-13083).

(b) Form of WellPoint Health Networks Inc. 199fck Incentive Plan Notice of Grant of Stock Optamd Stock Optio
Agreement, revised September 2003, incorporategfeyence to Exhibit 10.02 to WellPoint Health'sa@terly
Report on Form 1-Q for the quarter ended September 30, 2004 (FileONi-13083).

(c) Form of WellPoint Health Networks Inc. 1998bck Incentive Plan Restricted Share Right GragreAment (Non-
Officers), as of January 26, 2004, incorporateddfgrence to Exhibit 10.05 to WellPoint Health’saperly Report
on Form 1-Q for the quarter ended September 30, 2004 (FileONi-13083).

(d) Form of WellPoint Health Networks Inc. 199fck Incentive Plan Restricted Share Right GragreAment
(Officers), as of January 26, 2004, incorporateddfgrence to Exhibit 10.06 to WellPoint Health’'saterly Report
on Form 1-Q for the quarter ended September 30, 2004 (FileORi-13083).

(e) Form of WellPoint Health Networks Inc. 198fck Incentive Plan Notice of Grant of Stock Optand Stock Optio
Agreement with Leonard D. Schaeffer, revised Deaam@B01, incorporated by reference to Exhibit 1@d7
WellPoint Health’s Quarterly Report on Form
1C-Q for the quarter ended September 30, 2004 (FileONi-13083).

() Form of WellPoint Health Networks Inc. 1988ck Incentive Plan Notice of Grant of Stock ©ptand Stock Optio
Agreement with Leonard D. Schaeffer revised Sep&r2b03, incorporated by reference to Exhibit 1Qd8
WellPoint Healtl's Quarterly Report on Form -Q for the quarter ended September 30, 2004 (FileONi-13083).

(g) Form of WellPoint Health Networks Inc. 199fck Incentive Plan Notice of Automatic Grant edck Option,
Notice of Annual Automatic Grant of Stock Optiongti¢e of Grant of Stock Option and Automatic Stagtion
Agreement for Non-Employee Directors, incorporatgdeference to Exhibit 10.09 to WellPoint Healtsarterly
Report on Form 1-Q for the quarter ended September 30, 2004 (FileONi-13083).
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10.4#

10.4%

10.4¢

10.4%

10.4&

10.4¢

10.5¢*

Exhibit

WellPoint Health Networks Inc. 1999 Executive OéiicAnnual Incentive Plan, incorporated by referetocAnnex Il to
WellPoint Health’s Definitive Proxy Statement fts PO01 Annual Meeting of Stockholders filed on MaB0, 2001 (File
No. 003-13083).

(@) Amendment, dated June 28, 2004, to the WeitMHealth Networks Inc. 1999 Executive OfficerrAral Incentive
Plan, incorporated by reference to Exhibit 10.02MellPoint Health’s Quarterly Report on Form 106D the quarter
ended June 30, 2004 (File No. -13083).

WellPoint Health Networks Inc. 2000 Employee St@gtion Plan (as amended through October 19, 2@@dgrporated b
reference to Exhibit 10.33 to WellPoint Health’srAral Report on Form 10-K for the year ended Decer@be2001 (File
No. 002-13083).

(@) Form of WellPoint Health Networks Inc. 20BMployee Stock Option Plan Notice of Grant of St@gkion and Stoc
Option Agreement, revised December 2001, incorparbat reference to Exhibit 10.03 to WellPoint He'slt
Quarterly Report on Form -Q for the quarter ended September 30, 2004 (FileON-13083).

(b) Form of WellPoint Health Networks Inc. 20Bfhployee Stock Option Plan Notice of Grant of St@gkion and
Stock Option Agreement, revised September 2008rpwrated by reference to Exhibit 10.04 to WellRéiealth’s
Quarterly Report on Form -Q for the quarter ended September 30, 2004 (FileONi-13083).

WellPoint Health Networks Inc. Officer SeverancarP{as adopted December 4, 2001), incorporatedfleyence tc
Exhibit 10.23 to WellPoint Health’'s Annual Report Borm 10-K for the year ended December 31, 200& (¥o. 001-
13083).

RightCHOICE Managed Care, Inc. 2001 Stock Incenfilan, effective May 1, 2001, incorporated by refexe to Exhibit
10 to the Registration Statement on Fol-8 of RightCHOICE Managed Care, Inc. (File No. -62898).

RightCHOICE Managed Care, Inc. 1994 Equity Incemfilan, incorporated by reference to Exhibit 4¢dhe Post-
Effective Amendment No. 2 on Form S-8 to Registratbtatement on Form &ef Right CHOICE Managed Care, Inc. (F
No. 33:-34750).

RightCHOICE Managed Care, Inc. Nonemployee Dires’ Stock Option Plan, incorporated by reference toilikh0.16
to the Registration Statement on Form S-1 of Rigf@CCE Managed Care, Inc., a Missouri corporatioite(No. 33-
77798).

WellPoint Health Networks Inc. Comprehensive Exa@uNor-Qualified Retirement Plan (as amended through Septe
1, 2002), incorporated by reference to Exhibit 1a®WellPoint Health’s Quarterly Report on FormQG@or the quarter
ended September 30, 2002 (File No.-13083).

WellPoint Health Networks Inc. Officer Change-in+t@ml Plan (As amended and restated through Decef/)#901) (as
revised in October 2003), incorporated by referandexhibit 10.13 to WellPoint Health’s Quarterlgport on Form 10-Q
for the quarter ended September 30, 2003 (FileO82-13083).

WellPoint Health Networks Inc. Supplemental ExegeifRetirement Plan (As restated effective Decemb8001) (As
amended October 24, 2003), incorporated by referem&xhibit 10.14 to WellPoint Health’'s QuarteRgport on Form 10-
Q for the quarter ended September 30, 2003 (FileONi-13083).
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10.5F

Exhibit

WellPoint 401(k) Retirement Savings Plan Gener&ffgctive January 1, 2002 (As Amended through Mdrch002),
executed on October 10, 2003, incorporated byeafsr to Exhibit 10.10 to WellPoint Health’s QudstdReport on Form
1C-Q for the quarter ended September 30, 2003 (FileONi-13083).

(&) Amendment to the WellPoint 401(k) Retirem®avings Plan, effective as of April 30, 2002, iparated by referen:
to Exhibit 10.01 to WellPoint Health’s Quarterly [itet on Form
1C-Q for the quarter ended June 30, 2002 (File No-13083).

(b) Amendment to the WellPoint 401(k) Retirem8avings Plan, effective as of September 1, 20@@rporated b'
reference to Exhibit 10.02 to WellPoint Health’sa@erly Report on Form 10-Q for the quarter endegt&nber 30,
2002 (File No. 00-13083).

(c) Amendment to the WellPoint 401(k) Retirem8atings Plan, effective as of November 17, 200&yriporated by
reference to Exhibit 10.03 to WellPoint Health’sa@erly Report on Form 10-Q for the quarter endept&nber 30,
2002 (File No. 00-13083).

(d) EGTRRA Amendment to the WellPoint 401 (k) iRehent Savings Plan (as amended through March(2)?2 dated
December 4, 2002, incorporated by reference toli#ixh0.69 to the WellPoint Health’s Annual Repontleorm 10K
for the year ended December 31, 2002 (File No-13083).

(e) Amendment to the WellPoint 401(k) Retirem®avings Plan (as amended through March 1, 20@&gddviarch 16
2003, incorporated by reference to Exhibit 10.68klIPoint Health’'s Annual Report on Form 10-K fhe year
ended December 31, 2002 (File No. -13083).

()  Distribution Option Amendment to the WeliRb401(k) Retirement Savings Plan, dated July2293, incorporated
by reference to Exhibit 10.11 to WellPoint Healtlsarterly Report on Form 10-Q for the quarter énSleptember
30, 2003 (File No. 0(-13083).

() Amendment to the WellPoint 401(k) RetiremBavings Plan, dated October 10, 2003, incorpotayagference t
Exhibit 10.12 to WellPoint Health’s Quarterly Repon Form
1C-Q for the quarter ended September 30, 2003 (FileONi-13083).

(h) Amendment to the WellPoint 401(k) RetiremBavings Plan (As Amended Through October 10, 2af8ed
November 13, 2003, incorporated by reference takixh0.15 to WellPoint Health’s Quarterly Report Borm 10Q
for the quarter ended September 30, 2003 (FileOQ#-13083).

() Amendment to the WellPoint 401(k) Retirerh&avings Plan (As Amended Through December 313 @&tec
December 31, 2003, incorporated by reference tobixt0.80 to WellPoint Health’s Annual Report oarf 10-K
for the year ended December 31, 2003 (File No-13083).

() Amendment to the WellPoint 401(k) Retireh&avings Plan (As Amended Through December 313R@&ated
January 15, 2004, incorporated by reference tolitxh0.81 to WellPoint Health’'s Annual Report onrffol0-K for
the year ended December 31, 2003 (File No-13083).

(k)  Amendment to the WellPoint 401(k) Retirem8atvings Plan, effective as of February 28, 20@ehriporated by
reference to Exhibit 10.01 to WellPoint Health’'sa@erly Report on Form 1Q-for the quarter ended March 31, 2
(File No. 00:-13083).

()  Amendment to the WellPoint 401(k) Retirern8avings Plan, effective as of April 23, 2004 drporated by referen
to Exhibit 10.02 to WellPoint Health’s Quarterly et on Form 109 for the quarter ended March 31, 2004 (File
001-13083).
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Exhibit

(m) Amendment to the WellPoint 401(k) RetiremBatings Plan, executed on July 9, 2004, incorpdrayereference t
Exhibit 10.01 to WellPoint Health’s Quarterly Repon Form 10-Q for the quarter ended June 30, ZB0& No.
001-13083).

(n) Amendment to the WellPoint 401(k) Retirem8avings Plan, executed on November 30, 2004, pocated by
reference to Exhibit 99.15 to the Comp’s Registration Statement on For-8 (File No. 33-120851).

Amended and Restated Special Executive Retirermant Bated as of December 31, 2002, by and betWésttroint
Health and Leonard D. Schaeffer, incorporated fgremce to Exhibit 99.2 to WellPoint Health’s Cunr®eport on Form
8-K filed on December 31, 2002 (File No. (-13083).

Letter agreement, dated December 30, 2003, betWksdifPoint Health and Leonard D. Schaeffer, incogbed by referenc
to Exhibit 10.82 to WellPoint Health’s Annual Repon Form 10-K for the year ended December 31, Z608 No. 001-
13083).

Form of letter agreement, dated February 2004, dmtviVellPoint Health and executive officers of Welht Health
incorporated by reference to Exhibit 10.83 to Weill? Health’'s Annual Report on Form XOfor the year ended Deceml
31, 2003 (File No. 0(-13083).

WellPoint, Inc. Board of Directors Compensationd®eon, approved February 2, 2005, incorporated fereace to Exhibi
99.1 to the Compar's Current Report on Forn-K filed on February 8, 200!

2004 Annual Salary Information for Chief Execut®éficer and Named Executive Officel

Amended and Restated Employment Agreement datefilzescember 31, 2002 by and between WellPoint Hedétworks
Inc. and Leonard D. Schaeffer, incorporated byregfee to Exhibit 99.1 to the WellPoint Health Netlislnc. Current
Report on Form -K dated December 31, 20C

Subsidiaries of the Compar
Consent of Independent Audito

Certification of Chief Executive Officer pursuantRule 13-14(a) and Rule 1f-14(a) of the Exchange Act Rules,
adopted pursuant to Section 302 of the Sart-Oxley Act of 2002

Certification of Chief Financial Officer pursuantRule 13-14(a) and Rule 1!-14(a) of the Exchange Act Rules,
adopted pursuant to Section 302 of the Sart-Oxley Act of 2002

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

Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtioBe906 of the
Sarbane-Oxley Act of 2002

Risk Factors

Indicates management contracts or compensatorg plaarrangement
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Exhibit 4.11 (a)

FIRST SUPPLEMENTAL INDENTURE, dated as of NovemB8r 2004 (this “First Supplemental Indenturdi@tween Anthem Holdir
Corp., an Indiana corporation (the “Company”), dié Bank of New York, a New York banking corporatias trustee (the “Trustee”).

WITNESSETH:

WHEREAS, WellPoint Health Networks Inc., a Delawaogporation (the “Predecessor”), and the Trustegered into an Amended and
Restated Indenture dated as of June 8, 2001 (tiderikure”), pursuant to which the Predecessordsasd (i) $450,000,000 aggregate principal
amount of 6/8% Notes due June 15, 2006 and (ii) $350,000,00€egate principal amount of¥ % Notes due June 15, 2012 (the
“Securities”);

WHEREAS, pursuant to that certain Amended and Redtgreement and Plan of Merger, effective asabfer 26, 2003, among
Anthem, Inc., an Indiana corporation, the Compamy the Predecessor, the Predecessor has been métiyadd into the Company (the
“Merger”), with the Company being the surviving poration in the Merger;

WHEREAS, the Merger was effective, and the Compasgame the successor corporation to the Predecassofrthe date of this First
Supplemental Indenture;

WHEREAS, Section 8.1(b) of the Indenture providest &t supplemental indenture may be entered irtbput the consent of the
Holders, to evidence the succession of anotherocation to the Predecessor and the assumptionebgutcessor corporation of the covenants,
agreements and obligations of the PredecessorgnirsuArticle 9 of the Indenture;

WHEREAS, Section 9.1 of the Indenture providestii@r execution of a supplemental indenture satisfgdb the Trustee to evidence the
succession of any successor corporation to theeBesdor under the Indenture and the assumptidre@fue and punctual payment of the
principal of and interest on all the securitiesading to their tenor, and the due and punctudbperance and observance of all of the
covenants and conditions of the Indenture to biopmed or observed by the Predecessor;

WHEREAS, the Company has been authorized by autsolof its Board of Directors to enter into tlkigst Supplemental Indenture; ¢

WHEREAS, all other acts and proceedings requirethbyindenture and by the articles of incorporatad by-laws of the Company to
make this First Supplemental Indenture a valid leinding agreement for the purposes expressed héneiccordance with its terms, have b
duly done and performed,;

NOW, THEREFORE, in consideration of the premises thie covenants and agreements contained hereiripanther good and
valuable consideration the receipt of which is hgracknowledged, the Company and the Trustee hexgi®e as follows



ARTICLE ONE

Section 1.01. Assumption of Obligation§he Company hereby expressly assumes the dupuaratiial payment of the principal of and
interest on all the securities according to themor, and the due and punctual performance andwaysee of all of the covenants and conditi
of the Indenture to be performed or observed byPtteelecessor.

Section 1.02. Substitutiarin accordance with Section 9.2 of the Indentfrem and after the date of this First Supplemelmdénture,
the Company shall succeed to and be substitutethédPredecessor under the Indenture with the sdieet as if it had been named therein,
and the Company shall for all purposes be deembd the “Company” as such term is defined and usék Indenture and the Securities.

Section 1.03. Suspension of Reporting Obligatiofise Trustee hereby acknowledges and agreesaheng as the reporting obligations
under Section 15(d) of the Securities Exchangeof934, as amended, are suspended, the Compasyceesssor-in-interest to the
Predecessor, will not have any reporting obligaitmeither the Trustee or the Commission on adcoiuBection 4.3 of the Indenture.

ARTICLE TWO

Section 2.01. DefinitionsCapitalized terms used in this First Supplememi@dénture and not otherwise defined herein stalelthe
meanings assigned to such terms in the Indenture.

Section 2.02. Continuing Effect of Indenturéxcept as expressly provided herein, all of 8rens, provisions and conditions of the
Indenture and the Securities outstanding thereustagt remain in full force and effect.

Section 2.03. Construction of First SupplementdEtiture. This First Supplemental Indenture is executedrasshall constitute an
indenture supplemental to the Indenture and skeatidmstrued in connection with and as part of tidemture. This First Supplemental
Indenture shall be deemed to be a contract unéentarnal laws of the State of New York (withoegard to conflicts of laws provisions
thereof), and for all purposes shall be constraeatcordance with the laws of said State, provitiediever, that the rights and duties of the
Trustee hereunder shall be construed in accordaithe¢he laws of the State of the Trustee’s priatiplace of business.

Section 2.04. Trust Indenture Act Control§ any provision of this First Supplemental Intiene limits, qualifies or conflicts with another
provision of this First Supplemental Indenturefoe thdenture that is required to be included byTthest Indenture Act of 1939, as amended,
the provision required by said Act shall control.

Section 2.05. Counterpartdhis First Supplemental Indenture may be execimeshy number of counterparts, each of which sceted
shall be deemed to be an original, but all suchntayparts shall together constitute but one andanee instrument.

Section 2.06. Trustée Disclaimer. The recitals contained herein shall be takemastatements of the Company, and the Trustee
assumes no responsibility for their correctnesg. Thustee makes no representations as to thetyadidsufficiency of this First Supplemental
Indenture.

-2-



IN WITNESS WHEREOF, the parties hereto have catisisd-irst Supplemental Indenture to be duly exedal as of the day and year

first above written.

ANTHEM HOLDING CORP.

By /s/ Davib R. FRICK
Name: David R. Fricl
Title: Executive Vice President and Chief Legal and
Administrative Officer

THE BANK OF NEW YORK,
as Trustet

By /s/ STtacy B. POINDEXTER
Name: Stacy B. Poindext
Title: Assistant Vice Preside




Exhibit 10.1 (a)

WellPoint, Inc.

Stock Option
Grant Letter

Name Date
Address
City State ID:

Plan: SIP1

Option Number:

| am pleased to inform you that the Compensation Committee of the WellPoint, Inc. (“WellPoint”) Board of Directors has granted
you a non-statutory option to purchase XXXXXX shares of WellPoint's common stock at a price of $XXX.XX per share effective
XXXXXXXXX. pursuant to the WellPoint 2001 Stock Incentive Plan as Amended and Restated January 1, 2003 (the “Plan”).

When You Can Exercise the Option. If you are continuously employed by WellPoint or one of its subsidiaries at all times from the
date of this letter through the applicable vest date below, the number of shares listed next to the vest date will vest and be fully
exercisable by you.

Shares Vest Type Full Vest Expiration

On Vest Date
On Vest Date
On Vest Date
On Vest Date
On Vest Date
On Vest Date

After your options vest, you may exercise those vested options and purchase the number of shares of WellPoint common stock at
any time during your employment through the expiration date(s). Termination of your employment affects your options according to
the reason for termination:

If your employment is terminated by you or WellPoint or its subsidiary without cause, you will have 45 days after termination to
exercise your vested options. Options which have not vested at termination are forfeited.

If your employment terminates due to retirement (as defined from time to time by the Compensation Committee), unvested options
will not be forfeited but will continue to vest according to the schedule set forth above. You will have five years from the date of
retirement to exercise all options granted in this letter.

In the case of termination of your employment due to your death or disability (as defined in the applicable WellPoint long term
disability benefits plan), all unvested options will immediately vest and may be exercised by you (or, in the case of death, your
estate or personal representative) within five years from the date of termination.

In the event that a change in control (as defined in the Plan) occurs before your employment is terminated, unvested options will
immediately vest and may be exercised by you during the remainder of the option term.



If your employment is terminated for cause (defined as serious misconduct in applicable Human Resources policies) even if on the
date of termination you have met the definition of retirement or disability described above, then any unexercised options, whether
vested or unvested, will be forfeited.

The Plan. The option and this letter are subject to all the terms, provisions and conditions of the Plan, which are incorporated
herein by reference, and to such regulations as may from time to time be adopted by the Committee. A copy of the Plan and the
prospectus describing the Plan are available on the WellPoint HR intranet under

XXXXXXXX XXX XX XXX XXX XX KKK XXX XX XXXXXXXXXXXXXX. A paper copy of the Plan and the prospectus will be provided to
you upon your written request to WellPoint, Inc., 120 Monument Circle, Indianapolis, Indiana 46204, Attention: Corporate Secretary,
Shareholder Services Department. In the event of any conflict between the provision of the Plan and the provisions of this letter, the
Plan shall control and this letter shall be deemed modified accordingly. The letter and its terms shall be subject to interpretation by
the Committee, whose interpretation shall be final and binding. The Committee may modify this letter, except that your consent is
needed for any modification that would impair your rights under this letter.

Transferability of Option. This option is transferable only to the extent permitted by the terms of the Plan.

How to Exercise the Option. You do not have to exercise your option. If you do exercise your option, you do not have to purchase
all of your vested shares of WellPoint common stock at one time. To exercise your option, you must deliver to WellPoint’s
designated broker (1) notice stating the number of shares you have elected to purchase and (2) payment of the option exercise
price for that number of shares. You may make payment of the option exercise price in cash. Alternatively, you may make payment
of the exercise price by means of a “cashless exercise,” pursuant to which WellPoint common stock may be issued directly to a
designated broker/dealer and immediately sold to cover the exercise price.

Compliance with Rule 144. The shares of WellPoint stock you receive upon the exercise of your option will have been registered
under the Securities Act of 1933, as amended (the “1933 Act”). If you are an “affiliate” of WellPoint, as that term is defined in Rule
144, promulgated pursuant to the 1933 Act, you may not sell the shares of WellPoint stock received upon the exercise of your
option except in compliance with Rule 144. Certificates representing shares of WellPoint stock issued to an “affiliate” of WellPoint
may bear a legend setting forth such restrictions on the disposition or transfer of the shares of WellPoint stock as WellPoint deems
appropriate to comply with federal and state securities laws.

IN WITNESS WHEREOF, WellPoint, by its duly authorized officer, has executed this amended grant agreement.
WellPoint, Inc.

By:

Chairman, Compensation Committee

WellPoint, Inc.

Stock Administration Department
120 Monument Circle
Indianapolis, IN 46204



Exhibit 10.1 (b)

WellPoint, Inc.
Restricted Stocl
Award Letter

Award Number

NAME Plan: SIP]
ADDRESS ID:
ADDRESS

| am pleased to inform you that the Compensatiom@itee of the WellPoint, Inc. (“WellPoint”) Boawf Directors has awarded you
XXXXXXX restricted shares of common stock (“Resteid Stock”) of WellPoint pursuant to Section 7 toé WWellPoint 2001 Stock Incentive
Plan as Amended and Restated January 1, 2003Rtar™). This award is effective DATE (the “Award f88) on the following terms and
conditions:

Restriction on Transfer.

(a) Restricted Period. The shares of Restrictedk3tball not be sold, assigned, transferred, plédggpothecated, or otherwise
encumbered or disposed of during the “RestricteibBg which shall, with respect to any share ofRieted Stock, commence on the Award
Date and end on the applicable Expiration Dateriteesdt in paragraph (b) below.

(b) Lapse of Restrictions. The Restricted Periclsind, and the restrictions on the RestricteaiSahall lapse (the “Expiration Datet)
accordance with the following schedule:

Shares Expiration Date

Notwithstanding the foregoing, termination of yamployment will affect the disposition of the Rédtrd Stock according to the reason
termination:

If your employment is terminated due to your deathisability (as defined in the applicable WellRdong term disability benefits plan), then
the Restricted Period shall immediately end, cauaimy restrictions which would otherwise remaimtonediately lapse. If your employment
terminated by WellPoint or you for any other regscept retirement, as described below, or by Réatit for cause (defined as serious
misconduct in applicable Human Resources polictbg)) all Restricted Stock on which restrictions kot lapse prior to the date of termina
shall be immediately forfeited. If your employmeatminates due to retirement (as defined from tionégme by the Compensation Committe
the Restricted Stock will not be forfeited. Thetrietions will lapse in accordance with the schedset forth above.

In the event of a Change in Control (as defineth@éPlan) occurs before your employment is terreihathen the Restricted Period shall
immediately end, causing any restrictions which ldatherwise remain to immediately lapse.

(c) Legend. During the Restricted Period, certtisaevidencing the Restricted Stock shall be held/kblIPoint and shall bear the
following legend:



“These shares have been issued pursuant to th&duel2001 Stock Incentive Plan as Amended andaRastlanuary 1, 2003 (the “Plan”) and are subgeftirfeiture to
WellPoint, Inc. in accordance with the terms of Blan and an agreement between WellPoint, Inctl@gerson in whose name the certificate is regidteThese shares
may not be sold, assigned, transferred, pledggehthgcated or otherwise encumbered or disposexicepein accordance with the terms of the Plansaid agreement.”

Rights as a ShareholderSubject to the restrictions contained in this letgeu shall have all rights of a shareholder wébpect to shares of
Restricted Stock including, but not limited to, tight to vote shares of Restricted Stock and itjig to receive dividends and other
distributions paid thereon; provided, however, §@t shall not have investment powers with respethie Restricted Stock.

Compliance with Rule 144. The shares of WellPoint stock awarded pursuatitisdetter will have been registered under theuBides Act of
1933, as amended (the “1933 Act”). If you are dfiliate” of WellPoint, as that term is defined Rule 144, promulgated pursuant to the 1993
Act (“Rule 144"),you may not sell the shares of restricted stockived except in compliance with Rule 144. Certtiésarepresenting shares
WellPoint stock issued to an “affiliate” of WellPaimay bear a legend setting forth such restristimm the disposition or transfer of the shares
of WellPoint stock as WellPoint deems appropriatedmply with federal and state securities laws.

No Continued Employment.Nothing in this letter shall restrict the right\WellPoint to terminate your employment at any tiwith or withou
cause.

The Plan. This letter is subject to all the terms, prowsi@nd conditions of the Plan, which are incorpamtdterein by reference, and to such
regulations as may from time to time be adoptethkeyCompensation Committee. In the event of anylicbbetween the provisions of the P
and this letter, the provisions of the Plan shalfitool, and this letter shall be deemed to be niedlifccordingly. The Plan and the prospectus
describing the Plan can be found on WellPoint'sikifRanet under XXXXXXXXXXXXXX> XXX XXX XXX XXX XXX XXXXXX . A paper
copy of the Plan and the prospectus will be prayiteyou upon your written request to WellPoint&lIPoint, Inc., 120 Monument Circle,
Indianapolis, Indiana 46204, Attention: Corporagei®@tary, Shareholder Services Department.

Withholding. WellPoint shall withhold all applicable taxes remui by law from all amounts paid in satisfactiorthe award. You may notify
the WellPoint stock administrator in writing pritar the applicable Expiration Date that you elecsdtisfy the withholding obligation by paying
the amount of any taxes in cash or check. If yomakoprovide such notice, with the approval of @@nmpensation Committee and if
permissible under Section 16 of the Securities Brge Act of 1934, as amended, shares of WellPoimnwon stock will be delivered to cover
such payment. The amount of the withholding andpiflicable, the number of shares to be deductaltifsh determined by the Compensation
Committee as of when the withholding is requiretbéamade, provided that the number of shares ofR&iglt common stock so withheld or
delivered shall have a fair market value (as detegthby the Compensation Committee) which doesroeed the minimum required amount
of such withholding. Until all taxes have been paid stock certificate will be issued to you.

Other Plans.You acknowledge that any income derived from the ehshares will not affect your participation or, benefits under, any other
benefit plan maintained by WellPoint.

Notices.All notices by you or your assigns to WellPoint ltba addressed to WellPoint, Inc., 120 Monumenmtl€j Indianapolis Indiana
46204, Attention: Compensation Committee, or sublerwaddress as WellPoint may from time to timecgpeAll notices to you shall be
addressed to you at your address in WellPoint'srdec

IN WITNESS WHEREOF, WellPoint, by its duly authaet officer, and you have executed this letter ahiof day of , 20XX.
WellPoint, Inc. Signature:
By: Printed:

Chairman, Compensation Commit

WellPoint, Inc.

Stock Administration Department
120 Monument Circle
Indianapolis, IN 46204



Exhibit 10.5 (c)

AMENDMENT THREE
T0
EMPLOYMENT AGREEMENT

Effective January 1, 2005, this AMENDMENT THREE EMPLOYMENT AGREEMENT by and between Anthem Insuranc
Companies, Inc., an Indiana insurance company‘@benpany”), and Samuel R. Nussbaum, M.D. (the “Exize”) hereby amends the
EMPLOYMENT AGREEMENT (the “Agreement”) between tharties dated as of the@ay of January, 2001, as follows:

1. Section 2 of the Agreement is hereby amended stidglthe termination date and inserting in pldwe¢of the 3%day of December,

2005.

2. All other provisions of the Agreement shall remairfull force and effect

IN WITNESS WHEREOF, the Company and the Executizeehduly executed this AMENDMENT THREE TO EMPLOYMEN
AGREEMENT effective as of the day and year firsbwedwritten.

Samuel R. Nussbaum, M.| Anthem Insurance Companies, i

/s/ Samuel R. Nussbaum, M. By: /s/ Larry C. Glasscoc
Name Larry C. Glasscoc
Title: President and CE




Exhibit 10.9
EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (“Agreement”), is by and between Anthem Insurancenfanies, Inc., an Indiana mutual
insurance company (the “Company”), with officesdtead at 120 Monument Circle, Indianapolis, Indiearad Mark L. Boxer (the “Executivg”
residing at 35 Partridge Landing, Glastonbury, Gaicut 06033, dated as of thé @ay of November, 2000.

WITNESSETH

WHEREAS , the Company (which hereinafter also includes iglidgnses of the Company) desires to assure itdali® services of the
Executive for the period provided in this Agreememtd the Executive is willing to serve in the eaypbf the Company on a full-time basis for
such period, all in accordance with the terms andltions contained in this Agreement;

NOW, THEREFORE , in consideration of the mutual covenants hereimained, the Company and the Executive herebyeaage
follows:

1. Condition of EmploymentThe Company hereby employs the Executive andxeeutive hereby accepts such employment for the
period provided for in Section 2, all upon the teramd conditions contained in this Agreement. &eradition to the Executive’s employment,
the Executive affirms and represents that the Biezis under no obligation to any former emplogenther person which is in any way
inconsistent with, or which imposes any restrictigmon, the employment of the Executive by the Camgga the Executive’s undertakings
under this Agreement.

2. Term of EmploymentUnless sooner terminated pursuant to Sectiohezterm of the Executive’s employment under thise®gent
shall be for a period commencing on the date hareofigh the 3%day of December, 2003 (“Term”).
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3. Duties. During the Term, the Executive shall provide eke®, administrative and managerial services éoGompany and perform
such other reasonable employment duties as thd Exéeutive Officer of the Company may from timetitme prescribe. The Executive shall
also serve as a director of any of the Companyisisiiaries to which he is elected.

The Executive shall, except to the extent apprdwethe Chief Executive Officer, (i) devote his ftilihe to the services required of the
Executive, (ii) render his services exclusivelyfte Company and (iii) use his best efforts, judginand energy to improve and advance the
business and interests of the Company in a mammsistent with the duties of the Executive’s positiThe Executive may serve on boards of
directors or advisory boards of businesses thamareompetitors of the Company or which do noaitegea conflict of interest or on the boards
of civic and not for profit organizations. The Exége has disclosed in writing such membershipthéChief Executive Officer prior to the
execution of this Agreement and shall disclose sofdrmation, at least, annually thereafter.

4. CompensationAs compensation for the services to be perfortnethe Executive during the Term, the Company ghraVide to the
Executive:

(@) an annual base salary of not less than tworednslenty-five thousand dollars ($225,000) (“Sglar

(b) a target annual incentive opportunity of nasl¢han sixty percent (60%) of the Salary (“Taryetual Incentive”). The
performance goals required to earn the Target Aringantive shall be approved by the Board of Diines and communicated to the
Executive prior to the end of the first quartettoé year for which the opportunity pertains; and

(c) a target annualized long-term incentive oppatjuof not less than fifty percent (50%) of thel@®g (“Target Long-Term
Incentive”). The performance goals required to eéhenTarget Long-Term Incentive shall be approwethle Board of Directors and
communicated to the Executive prior to the enchefftrst quarter of the performance period for wahilce opportunity pertains. If such
performance period is longer
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than one year, the Target Long-Term Incentive ofppity shall be adjusted accordingly based on tialver of years in the performance
period.

Should the Company elect to increase any elemethiedExecutive’'s compensation during the Term Ageeement shall be deemed
amended to incorporate the new increased Salaramyet Annual Incentive or Target Lofdgrm Incentive effective as of the date specifien
the increase. The payment of any compensation hdegshall be subject to applicable withholding pagroll taxes, and such other
deductions as may be required under the Companydoyee benefit plans, and shall be paid in aceuéavith the Compang’normal payro
and incentive administration practices as they mast from time to time.

5. Benefits. In addition to the payments set forth in Seclpthe Executive shall:

(a) be eligible to participate in all fringe bengfipaid time off program, incentive plans, and-eetent programs, both t-qualified
and non-qualified, that may be provided by the Canmypfor its executives, in accordance with the mions of any such programs or
plans;

(b) be eligible to participate in any life, disatyilor other similar insurance plans, medical ardtdl plans or other employ
welfare benefit plans that may be provided by tbenGany for its executives, in accordance with ttevisions of any such plans; and

(c) be eligible to participate in any postretireteredical, dental and life insurance plans that beyrovided by the Company 1
its executives, in accordance with the provisioamy such plans, but with the payment of whatewetribution that the Company
requires that other such retirees would pay fohsiaverage.

6. Expenses The Company shall, in accordance with and tcetttent of its policies, pay all ordinary and neeegdusiness expenses
incurred by the Executive in performing his dutissan executive. The Executive shall account priynfiqt all such business expenses in the
manner prescribed by the Company.
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7. Termination The Executive’s employment shall be terminatednuiive occurrence of any of the following:
(a) the death of the Executive;

(b) the Executiv's disability (as such term is defined in the Cony's executive lon-term disability plan)*“Disability”);
(c) the termination of employment by the Executieedny reasor

(d) the termination of employment by the Company Eause (as defined below); or

(e) the termination of employment by the Comparheothan For Cause.

The term “For Cause” or “Cause” shall mean a realndetermination by the Company that the Exeeufivhas been convicted of a
felony, (ii) has engaged in an activity which, fbgen in a criminal proceeding, could result inwation of a felony involving dishonesty or
fraud, or (iii) has willfully engaged in gross miswluct likely to be materially damaging or matdyialetrimental to the Company. In order to
be effective, the Company must give the Executteast sixty (60) calendar days advance writtetica®f its intent to terminate his
employment “For Causesetting forth the specific action(s) by the Exeeativhich triggered the notice and such writtencethust be receiv:
by the Executive no more than one hundred eigt&@)talendar days after the Company learned odttien(s) giving rise to the “For Cause”
termination.

8. Death of The Executiveln the event the Executive’s employment is teatéd as a result of the Executive’s death, theeesfahe
Executive shall be entitled to receive the Exe&ii\Galary for a period of the lesser of six (6) rherdr the unexpired portion of the Term, |
an amount equal to fifty percent (50%) of TargehAal Incentive and Target Long-Term Incentive fa year of death.

9. Disability of The Executiveln the event the Executive’s employment is teated as a result of Disability, the Executive shall
entitled
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to receive his Salary and medical and dental besigli a period of the lesser of six (6) monthshar unexpired portion of the Term, plus an
amount equal to fifty percent (50%) of Target Annnaentive and Target Long-Term Incentive for ttear of Disability, reduced by any
payments received by the Executive under the Cogipa&xecutive long-term disability plan.

10. Executivenitiated Termination or Comparipitiated For Cauself the Executive terminates this Agreement foy aeason or the
Company terminates this Agreement For Cause, tmep@ny shall have no further obligations and ligiledi under this Agreement after the
termination of employment.

11. Termination Other Than For Cauda the event the Executive’s employment is teated by the Company other than For Cause, the
Company shall have no further obligations or ligie under this Agreement except that the Comstuayl pay, for the greater of one (1) year
or the remainder of the Term, the following to Ereecutive if the Executive satisfies the terms eftidn 13:

(a) the Executive’s Salary;

(b) the Annual Incentive and Lo-Term Incentive awards for the year of terminatis&sed upon the achievement of
performance goals for the plans for the entire yéaermination prorated to reflect the full numloémonths the Executive was emplo
during that year;

(c) all unvested, prior Lor-Term Incentive award:

(d) an amount equal to fifty percent (50%) of amrdget Annual Incentive and Target L-Term Incentive opportunity which tt
Executive would otherwise have been eligible t@ie as of the effective date of the Executivetsiaation of employment; and

(e) the medical and dental plan benefits for whighExecutive would otherwise have been eligibleeteive as of the effective d
of the Executive’s termination of employment.
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12. Payment of Compensation Described in SectipBs & 11.The compensation items specified in Sections 8r 21 shall be paid as
follows:

(a) the Salary shall be paid over the remainingnTer other period as described in Sections 8,Bldn accordance with tt
Company’s normal payroll practices;

(b) the current and future Annual Incentive and ¢-drerm Incentive awards and opportunities shajpéid within ninety (90) days
after the end of the calendar year for which tleeimive applied; and

(c) the prior unvested Long-Term Incentive awatuslde paid within ninety (90) days after the teration of employment.

13. Execution of ReleaséAs a condition of receiving the compensation bedefits described in Sections 9 or 11, the Exeewhall firs
execute a release of any and all claims arisingbtite Executive’s employment with the Companyher Executive’s separation from such
employment (including, without limitation, claimslating to age, disability, sex or race discrimioato the extent permitted by law), excep
only claims arising out of the alleged breach @ thgreement or of any other written contract betwéhe Executive and the Company. Such
release shall be in a form reasonably satisfadtotile Company and shall comply with any applicddgslative or judicial requirements,
including, but not limited to, the Older Workersrigdit Protection Act. An example of such releasatiached as Attachment A.

14. Protection of the CompamsyBusiness The Executive acknowledges that in the courddoémployment he will acquire knowledge
of trade secrets and confidential data of the Camp8uch trade secrets and confidential data mayde, but are not limited to, confidential
product information, provider contracts, custonigts| technical information, methods by which thar@any proposes to compete with its
business competitors, strategic and business ptanfidential reports prepared by business constslt@hich may reveal strengths and
weaknesses of the Company and its competition iamiths information relating to the Company. The Eutive, in order to perform his
obligations under this Agreement, must necessadtyire knowledge of such trade secrets and cartfadalata, all of which the Executive
acknowledges are not known outside the busineggedfompany, are known only to a limited grouptetop executives and directors, are
protected by strict measure to preserve secreeyofagreat value to the Company, are the resut®g&xpenditure of large sums of money, are
difficult for an outsider to duplicate, and
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disclosure of which would be extremely detrimemtathe Company. The Executive covenants to keeguah trade secrets or confidential data
secret and not to release such information to persot authorized by the Company to receive sucteteand data, both during the term of
Agreement and at all times following its terminatidhe Executive acknowledges that trade secretsamnfidential data need not be expressly
marked as such by the Company.

15. Documents, Et&ll records, files, documents, equipment and the hall be, and remain, the sole property of tomm@any. The
Executive, on the termination of his employmenglsimmediately return to the Company all such seamithout retention of any copies.

16. Limited NonCompetition.During the Executive’s employment and for a limitade thereafter, the Company must protect its
legitimate business interests by limiting the Exe@is ability to compete with the Company. Thisiied non-competition provision is drafted
narrowly so as to be able to safeguard the Compdagitimate business interests while not unredsgriaterfering with the Executive’s
ability to obtain other employment. The Companydoet intend, and the Executive acknowledges,ttiiiimited non-competition provision
is not an attempt to prevent the Executive fronaisting other employment. The Executive further ankdedges that the Company may nee
take action, including litigation, to enforce thiited non-competition provision, which effortsetiparties stipulate shall not be deemed an
attempt to prevent the Executive from obtainingeottmployment.

(a) During Employment By Compar. During the Executiv's employment, Executive shall not, directly or nedtly, have an'
ownership interest in, work for, advise, manageaairas an agent or consultant for, or have anynbess connection or business or
employment relationship with any person or entiigttcompetes with the Company or that contemptaiegpeting with the Company
without the prior written approval of the Chief Exgive Officer.

-7-



(b) During PostEmployment Period For a period of one (1) year after the Executitetrmination of employment (regardless of the
reason), or for the duration of the Executive’siptof Salary under Section 11, whichever is lontfee Executive shall not:

()(A) directly or indirectly have any ownershiptémest in any entity or person engaged in developmiesale of a product
service which competes with or is substantiallyikinto any product or service sold by the Compamyny jurisdiction in which
the Company operates or in which the Company reddprexpects to operate pursuant to provisionsstfaegic plan adopted by
the Board of Directors;

()(B) directly or indirectly have any ownershigénest in any entity or person engaged in developresale of a product or
service which competes with or is substantiallyiinto any product or service sold by the Compamthin the geographical area
in which the Executive has been performing servasebehalf of the Company or for which he has tessigned responsibility at
any time within the twenty-four (24) months precegglhis termination;

(i(A) in a competitive capacity, directly or ingictly work for, advise, manage, or act as an agenbnsultant for or have a
business connection or business or employmentaoesdtip with any entity or person engaged in dgwelent or sale of a product
service which competes with or is substantiallyikinto any product or service sold by the Compamyny jurisdiction in which
the Company operates or in which the Company reddprexpects to operate pursuant to provisionsstfaegic plan adopted by
the Board of Directors;

(ii)(B) in a competitive capacity, directly or irrdictly work for, advise, manage, or act as an agenbnsultant for or have a
business connection or business or employmenioritip with any entity or person engaged in dewelent or sale of a product
service which competes with or is substantiallyikinto any product or service sold by the Companmithin the geographical area
in which the Executive has been performing servasebehalf of the Company or for which the Execaitias been assigned
responsibility at any time within the twenty-fo@4) months preceding his termination;

(iii)(A) directly or indirectly market, sell or odrwise provide any product or service which is cetitiye with or substantiall
similar to any product or service sold by the Compdo any customer of the Company with whom thedtive has had contact
(either directly or
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indirectly) or over which he has had responsibidityany time within the twenty-four (24) monthsgading his termination;

(iii)(B) directly or indirectly market, sell or oénwise provide any product or service which is cetitive with or substantially
similar to any product or service sold by the Compao any customer of the Company; or

(iv) directly or indirectly, on behalf of the Exaote or any third party, make any business contadts, solicit or accept
business from any customer of the Company for anglyrt or service which is competitive with or standially similar to any
product or service sold by the Company;

(c) Separate and Several Covenante Executive acknowledges that after terminatioini®employment, he will inevitably
possess trade secrets and confidential data @dhgpany which he would inevitably use if he weremngage in conduct prohibited as
forth above, and such use would be unfair to articemely detrimental to the Company. The Executiughier acknowledges that in view
of the benefits provided him by this Agreement fsaanduct on his part would be inequitable. Acaogtli, the Executive separately and
severally covenants for the benefit of the Comparikeep each of the covenants described in thisd®et6 for the period specified
above.

(d) Acknowledgment of the CompadisySuperseding Interest in Protecting its Businglss.Executive recognizes that personal
relationships between the Company, its employedscastomers are essential to the Company’s busopesstions and that the
Company furthers such relationships by investmehtsne and money. The Executive recognizes thatAlgreement is reasonably
necessary to protect the Company’s legitimate éstein its customers, and to protect the Compaegrdidential information and
goodwill, and acknowledges that nothing contaimethis Agreement shall unreasonably alter the Bxee's ability to obtain a livelihoc
or preclude the Executive from engaging in his @ssfon. The Executive, therefore, acknowledgesttiieaCompany’s interest in
maintaining its relationships with its establistoedtomers for at least one (1) year after termonadf the Executive’s employment, or for
the duration of the Executive’s receipt of Salangler
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Section 11, whichever is longer, supersedes apyast of the Executive in soliciting, servicing,amcepting the Compars/customers o
behalf of any entity other than the Company dutheg period of time.

(e) Publicly Traded StockNothing in the foregoing provisions of this sectjamohibits the Executive from purchasing for invesht
purposes only, any stock or corporate securityellant quoted on a national securities exchangatiwmal market system.

() Maximum Application.The parties expressly agree that the terms ofithised non-competition provision under this sentire
reasonable, enforceable, and necessary to pro@dmpany’s interests, and are valid and enfoteeabthe unlikely event, however,
that a court of competent jurisdiction were to deiee that any portion of this limited non-compietit provision is unenforceable, then
the parties agree that the remainder of the limitwatcompetition provision shall remain valid amdogceable to the maximum extent
possible.

17. Other Limited Prohibition®uring the Executive’'s employment and for one (@yafter termination, or for the duration of the
Executive’s receipt of Salary under Section 11,clbiver is longer, the Executive shall not:

(a) request or advise any customer of the Compamgny person or entity having business dealingls the Company, to withdray
curtail or cease such business with the Company;

(b) disclose to any person or entity the identitifany customers of the Company, or the identitsrty persons or entities having
business dealings with the Company; or

(c) directly or indirectly influence or attemptittfluence any other employee of the Company to isgpdrom the Company.

18. Specific Enforcement/Injunctive Reli@fhe Executive agrees that it would be difficuliteasure damages to the Company from any
breach of the covenants contained in Sectionsrbigih 17, but that such damages from any breachdwmugreat, incalculable and
irremediable, and that damages would be an inadegemedy. Accordingly, the Executive agrees thatGompany
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may have specific performance of the terms of Ageeement in any court permitted by this Agreembnaddition, if the Executive violates
the non-competition provisions of Section 16 orth@, Executive agrees that any period of such tigasshall be added to the term of the non-
competition. For example, if the Executive violaties provision for three (3) months, the Comparsiidbe entitled to enforce the non-
competition provision for one (1) year, or for theration of the Executive’s receipt of Salary un8lection 11, plus three (3) months post-
termination. In determining the period of any viaa, the parties stipulate that in any calendantnan which the Executive engages in any
activity violative of the non-competition provisiptihe Executive is deemed to have violated the campetition provision for the entire month,
and that month shall be added to the durationehtimn-competition provision as set out above. Tdréigs agree however, that specific
performance and the “add back” remedies describedeashall not be the exclusive remedies, and tragany may enforce any other remedy
or remedies available to it either in law or in iégincluding, but not limited to, temporary, pmaiinary, and/or permanent injunctive relief.

19. Severabilitylf any provision of this Agreement is held inval&ch invalidity shall not affect the other prowiss of this Agreement
which shall be given effect independently of thealid provisions and, in such circumstances, thalid provision is severable.

20. Governing LawThis Agreement shall be construed in accordande thé laws of the State of Indiana. The partiesesqly agree
that it is appropriate for Indiana law to apply @:the interpretation of the Agreement; (ii) agigputes arising out of this Agreement; (iii) any
disputes arising out of the employment relationgiithe parties; and (iv) any and all other dispuietween the parties.

21. Choice of ForumThe Company is based in Indiana, and the Exezutiderstands and acknowledges the Company’s dasiraeed
to defend any litigation against it in Indiana. Acdingly, the parties agree that any claim of ampetbrought by the Executive against the
Company or any of its employees or agents mustdiatained only in a court sitting in Marion Countydiana, or, if a federal court, the
Southern District of Indiana, Indianapolis Division
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The Executive further understands and acknowletiggsn the event the Company initiates litigatagainst the Executive, the Company
may need to prosecute such litigation in the Exeelg forum state, in the State of Indiana, oruls other state where the Executive is subject
to personal jurisdiction. Accordingly, the partagree that the Company can pursue any claim aghm$&xecutive in any forum in which the
Executive is subject to personal jurisdiction. Hxecutive specifically consents to personal judsdn in the State of Indiana.

22. Mandatory ArbitrationAny controversy or claim arising out of, or relatito this Agreement, or the breach thereof, othan @& claim
arising out of the Executive’s breach of the coeffitlality and non-competition provisions of Sectidhthrough 18, shall be settled by
arbitration in Indianapolis, Indiana, in accordamdth the Rules of the American Arbitration Assdma before arbitrators who are licensed to
practice law. The arbitrator or arbitrators shalbly the substantive law of Indiana or federal lawboth, as applicable to the dispute. Any
award entered shall be final, binding and nonagte) and judgment upon the award rendered byrthigator or arbitrators may be enterec
any court having jurisdiction thereof.

In the event that the Company refuses or otherfait®to make a payment when due and it is ultilyadecided that the Executive is
entitled to such payment, such payment shall bee&sed to reflect an interest equivalent for théogeof delay, compounded annually, eque
the prime or base lending rate used by Bank Oniahiag NA, and in effect as of the date the paymext first due.

23. NonJury Trials.Notwithstanding the provisions of Sections 18 aBdiBove, and if the provisions of Section 18 onBave are not
enforceable, the Executive expressly waives artytsitp a jury trial and agrees that any claim of gype made against the Company or its
agents or executives (including, but not limitedgmployment discrimination litigation, wage littigzn, defamation, or any other claim) lodged
in any court will be tried, if at all, without arj

24. Nonalienation of BenefitsExcept as may otherwise be required by law, glotiio receive payments under this Agreement &ieall
subject to anticipation, commutation, alienatialgsassignment, encumbrance, charge, pledge, ijatokror hypothecation or to exclusion,
attachment, levy or
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similar process or assignment by operation of kawg any attempt, voluntary or involuntary, to effagy such action shall be null, void and of
no effect.

25. Legal Fees and Castll legal and other fees and expenses, includiithout limitation, any arbitration expenses, imed by the
Executive in connection with contesting or dispgtamy termination of employment, in seeking to obta enforce any right or benefit
provided for in this Agreement, or in otherwisequing any right or claim, shall be paid by the Camy to the extent permitted by law,
provided that the Executive makes a formal writettlement demand prior to trial or arbitration @&dltimately successful, in obtaining
through trial or arbitration more than fifty per¢€50%) of the monetary relief sought, in his fimaitten settlement demand exclusive of
attorney’s fees.

26. Notices Any notice required or permitted to be given urtiés Agreement shall be sufficient if in writirgnd will be deemed to ha
been given when delivered in person (to the Exeedtisuch notice is for the Executive) or five (Bys following sending by overnight coul
or mailing by first class, certified or registenmail, postage prepaid, to the Executive at his hadudress, or such addresses as the Executive
shall have designated in writing, or if to the Camnyp, to the attention of the Corporate SecretaritheaCompany’s principal place of business,
120 Monument Circle, Indianapolis, Indiana 46204.

27. Headings The various headings of this Agreement are ingefdr convenience only and shall not affect themgy or interpretation
of this Agreement or any of its provisions.

28. Successors and Assigmge rights and obligations of the Company undex &greement shall inure to its benefit, its suceesand
affiliated companies and shall be binding upongihecessors and assigns of the Company. This Agreglreang personal to the Executive,
cannot be assigned by the Executive, but his patsepresentative shall be bound by all its ternmt @nditions.

29. Waiver and Amendments, EEailure of the Company to insist upon strict compde with any terms or provisions of this Agreement
shall not be deemed a waiver of any terms, prowssar rights of the Company. Moreover, no modifimas, amendments, extensions or
waivers of this
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Agreement or any provisions hereof shall be bindipgn the Company or the Executive unless in wgitind signed by the Executive and the
Company.

30. Complete Agreemerithis Agreement constitutes the entire employmergemgent of the parties and supersedes all priofagment
agreements addressing the terms, conditions, anddscontained herein. Nothing in this Agreememidver, affects any separate written
agreements addressing other terms and conditiahsanes agreed to by the parties.

31. CounterpartsThis Agreement may be executed in two or morentarparts, each of which shall be deemed an ofligina all of
which together shall constitute one and the sameeagent.

IN WITNESS WHEREOF , the Company and the Executive have duly execaneddelivered this Agreement effective as of theatad
year first above writter

Mark L. Boxer

/s/ Mark L. Boxet

Anthem Insurance Companies, I

By: /s/ Larry C. Glasscoc

Name Larry C. Glasscoc
Title: President and CE
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Exhibit 10.9 (a)

AMENDMENT ONE
T0
EMPLOYMENT AGREEMENT

Effective January 1, 2003, this AMENDMENT ONE TO PMOYMENT AGREEMENT by and between Anthem Insura@ampanies,
Inc., an Indiana insurance company (the “Comparafiji Mark L. Boxer (the “Executiveljereby amends the EMPLOYMENT AGREEME
(the “Agreement”) between the parties dated ab®fl3th day of November, 2000, as follows:

1. Section 2 of the Agreement is hereby amended stidglthe termination date and inserting in pldwe¢of the 3%day of December,
2004.

2. The first paragraph of Section 11 of the Agreeniehereby amended by deleting the provision “@)eyear” and inserting in place
thereof" eighteen (18) montt”

3. Section 16(b) of the Agreement is hereby amendedilsting the provisio“one (1) ye¢” and inserting in place there"eighteen (18
months”

4.  All other provisions of the Agreement shall remiiriull force and effect

IN WITNESS WHEREOF, the Company and the Executaeehduly executed this AMENDMENT ONE TO EMPLOYMEMIGREEMENT
effective as of the day and year first above wmitte

Mark L. Boxer Anthem Insurance Companies, i

/s/ Mark L. Boxel By: /s/ Larry C. Glasscoc

Name Larry C. Glasscoc
Title: President and CE



Exhibit 10.9 (b)

AMENDMENT TWO
T0
EMPLOYMENT AGREEMENT

Effective January 1, 2005, this AMENDMENT TWO TO PMOYMENT AGREEMENT by and between Anthem Insura@menpanies
Inc., an Indiana insurance company (the “Comparasiji Mark L. Boxer (the “Executivefjereby amends the EMPLOYMENT AGREEME
(the “Agreement”) between the parties dated ab®fl3th day of November, 2000, as follows:

1. Section 2 of the Agreement is hereby amended stidglthe termination date and inserting in pldwe¢of the 3%day of December,
2005.

2. All other provisions of the Agreement shall remairfull force and effect

IN WITNESS WHEREOF, the Company and the Executizeehduly executed this AMENDMENT TWO TO EMPLOYMENNGREEMENT
effective as of the day and year first above writte

Mark L. Boxer Anthem Insurance Companies, i

/s Mark L. Boxel By: /s/ Larry C. Glasscoc

Name Larry C. Glasscoc
Title: President and CE!



Exhibit 10.1C
EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (“Agreement”), is by and between Anthem, Inc., adidna corporation (the “Company”), with
offices located at 120 Monument Circle, Indianamdindiana, and Randall Lewis (the “Executive”siding at 3707 North Gate Woods Court,
Walnut Creek, CA 94598, dated as of theé"ty of July, 2003.

WITNESSETH

WHEREAS , the Company (which hereinafter also includes iglidgnses of the Company) desires to assure itdali® services of the
Executive for the period provided in this Agreememtd the Executive is willing to serve in the eaypbf the Company on a full-time basis for
such period, all in accordance with the terms andltions contained in this Agreement;

NOW, THEREFORE , in consideration of the mutual covenants hereimained, the Company and the Executive herebyeaage
follows:

1. Condition of EmploymentThe Company hereby employs the Executive andxeeutive hereby accepts such employment for the
period provided for in Section 2, all upon the teramd conditions contained in this Agreement. &eradition to the Executive’s employment,
the Executive affirms and represents that the Biezis under no obligation to any former emplogenther person which is in any way
inconsistent with, or which imposes any restrictigmon, the employment of the Executive by the Camgga the Executive’s undertakings
under this Agreement.

2. Term of EmploymentUnless sooner terminated pursuant to Sectiohezterm of the Executive’s employment under thise®gent
shall be for a period commencing on the date hargofigh the 31 day of December, 2005 (“Term”).@tefore December 31, 2005, the
Company will offer to the Executive a new executieel position with the following terms:

(a) the position will be based in the Indianapaiistropolitan area; ar
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(b) the position will be one of the following: @hief Financial Officer of the Company, (ii) theeexitive leader of an operational
division of the Company having a minimum of fivendued million dollars ($500,000,000) in annual rawe, or (iii) another executive
position having a base salary of at least thre@fadhfifty thousand dollars ($350,000).

In the event the Company fails to make any of tredoing opportunities available to the Executitie, Executive may terminate this
Agreement in accordance with the terms of Sectibn 1

3. Duties. During the Term, the Executive shall provide exe®, administrative and managerial services ¢goG@Qompany and perform
such other reasonable employment duties as thd Exéeutive Officer of the Company may from timetitme prescribe. The Executive shall
also serve as a director of any of the Companyisisiiaries to which he is elected.

The Executive shall, except to the extent apprdmethe Chief Executive Officer, (i) devote his ftilne to the services required of the
Executive, (ii) render his services exclusivelfttie Company and (iii) use his best efforts, judginand energy to improve and advance the
business and interests of the Company in a mammsistent with the duties of the Executive’s positiThe Executive may serve on boards of
directors or advisory boards of businesses thatareompetitors of the Company or which do noatge conflict of interest or on the boards
of civic and not for profit organizations. The Exége has disclosed in writing such membershipthéoChief Executive Officer prior to the
execution of this Agreement and shall disclose sofdrmation at least annually thereafter.

4. CompensationAs compensation for the services to be perforimethe Executive during the Term, the Company ghralide to the
Executive:
(a) an annual base salary of not less than thredrad thousand dollars ($300,000), with an incréadbree hundred twer-five
thousand dollars ($325,000) effective January D520Salary”);

(b) a target annual incentive opportunity of nasl¢han sixty percent (60%) of the Salary (“Taryetual Incentive”). The
performance goals required to earn the Target Aringantive shall be
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approved by the Board of Directors and communictddtie Executive prior to the end of the first danof the year for which the
opportunity pertains; and

(c) a target annualized lo-term incentive opportunity at a percentage appat@iio similarly situated Executives in the Com('s
next Long-Term Incentive Plan, which is contemplate commence in 2004 (“Target Long-Term Incentjv&he performance goals
required to earn the Target Long-Term Incentivdl sfeapproved by the Board of Directors and comicated to the Executive prior to
the end of the first quarter of the performanceqgakefor which the opportunity pertains. If such feemance period is longer than one
year, the Target Long-Term Incentive opportunitglshe adjusted accordingly based on the numbgears in the performance period.

Should the Company elect to increase any elemetiedExecutive’s compensation during the Term Abeement shall be deemed amended
to incorporate the new increased Salary or Targetual Incentive or Target Long-Term Incentive efifex as of the date specified for the
increase. The payment of any compensation herewwhddrbe subject to applicable withholding andrpiyaxes, and such other deductions as
may be required under the Company’s employee kgulafis, and shall be paid in accordance with the@anys normal payroll and incenti
administration practices as they may exist fronetbmtime.

5. Benefits. In addition to the payments set forth in Sectothe Executive shall:

(a) be eligible to participate in all fringe benegfipaid time off program, incentive plans, andteetent programs, both t-qualified
and non-qualified, that may be provided by the Canypfor its executives, in accordance with the fgiowns of any such programs or
plans;

(b) be eligible to participate in any life, disatyilor other similar insurance plans, medical ardtdl plans or other employ
welfare benefit plans that may be provided by tbenGany for its executives, in accordance with ttevisions of any such plans; and

(c) be eligible to participate in any post retiretnmedical, dental and life insurance plans thag beprovided by the Company for
its
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executives, in accordance with the provision of angh plans, but with the payment of whatever douation that the Company requires
that other such retirees would pay for such cowerag

6. ExpensesThe Company shall, in accordance with and teetttent of its policies, pay all ordinary and neeggdusiness expenses

incurred by the Executive in performing his dutissan executive. The Executive shall account priynfiqt all such business expenses in the
manner prescribed by the Company.

7. Termination The Executive’s employment shall be terminatednughe occurrence of any of the following:
(a) the death of the Executive;

(b) the Executive’s disability (as such term isided in the Company’s executive long-term disapititan) (“Disability”);
(c) the termination of employment by the Executieedny reasor

(d) the termination of employment by the Company €ause (as defined below);

(e) the termination of employment by the Comparheothan For Cause.

The term “For Cause” or “Cause” shall mean a realstendetermination by the Company that the Exeeuijvhas been convicted of a
felony, (ii) has engaged in an activity which, fbgen in a criminal proceeding, could result inwation of a felony involving dishonesty or
fraud, or (iii) has willfully engaged in gross mis@uct likely to be materially damaging or matdyialetrimental to the Company. In order to
be effective, the Company must give the ExecutiMeast sixty (60) calendar days advance writteica®f its intent to terminate his
employment “For Causesetting forth the specific action(s) by the Exeeativhich triggered the notice and such writtencethust be receiv:

by the Executive no more than one hundred eigl8@) talendar days after the Company learned odittien(s) giving rise to the “For Cause”
termination.
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8. Death of The Executiveln the event the Executive’s employment is teated as a result of the Executive’s death, thaeesfahe
Executive shall be entitled to receive the Exeai$ivBalary for a period of the lesser of six (6) rherdr the unexpired portion of the Term, |
an amount equal to fifty percent (50%) of TargehAal Incentive and Target Long-Term Incentive fag year of death.

9. Disability of The Executiveln the event the Executive’s employment is teated as a result of Disability, the Executive sball
entitled to receive his Salary and medical andaldygnefits for a period of the lesser of six (&nths or the unexpired portion of the Term,
plus an amount equal to fifty percent (50%) of Bar§nnual Incentive and Target Long-Term Incenfimethe year of Disability, reduced by
any payments received by the Executive under thepg2ay’s executive long-term disability plan.

10. Executivenitiated Termination or Comparipitiated For Cauself the Executive terminates this Agreement foy eeason other the
that provided in Section 11 or the Company terngisdhis Agreement For Cause, the Company shall haverther obligations and liabilities
under this Agreement after the termination of empient.

11. Termination Other Than For Cauda the event the Executive’s employment is teated by the Company other than For Cause, or
if the Executive terminates this Agreement becaliseCompany has failed to comply with Section 2, @ompany shall have no further
obligations or liabilities under this Agreement egtthat the Company shall pay, for the greatesigiiteen (18) months or the remainder of the
Term, the following to the Executive if the Exematisatisfies the terms of Section 13:

(a) the Executive’s Salary;

(b) the Annual Incentive and Long-Term Incentiveaaas for the year of termination, based upon tiiegement of the
performance goals for the plans for the entire yéaermination prorated to reflect the full numloémonths the Executive was emplo
during that year;

(c) all unvested, prior Long-Term Incentive awards;




(d) an amount equal to fifty percent (50%) of armyget Annual Incentive and Target Long-Term Inogntipportunity which the
Executive would otherwise have been eligible teiez as of the effective date of the Executivetsiaation of employment; and

(e) the medical and dental plan benefits for whiehExecutive would otherwise have been eligibleetteive as of the effective d
of the Executive’s termination of employment.

12. Payment of Compensation Described in SectipBs08 11. The compensation items specified in Sections@, BL shall be paid as
follows:

(a) the Salary shall be paid over the remainingriTer other period as described in Sections 8,PLdn accordance with the
Company’s normal payroll practices; and

(b) the current and future Annual and Long Termehtive awards and opportunities shall be paid witlihety (90) days after tt
end of the performance period for which the inagntipplied.

13. Execution of ReleaséAs a condition of receiving the compensation bedefits described in Sections 9 or 11, the Exeewghall firs
execute a release of any and all claims arisingbtite Executive’s employment with the Companyhar Executive’s separation from such
employment (including, without limitation, claimslating to age, disability, sex or race discrimimato the extent permitted by law), excep
only claims arising out of the alleged breach @ thgreement or of any other written contract betwéhe Executive and the Company. Such
release shall be in a form reasonably satisfadtotiie Company and shall comply with any applicdédgslative or judicial requirements,
including, but not limited to, the Older Workersrigdit Protection Act. An example of such releasatiached as Attachment A.

14. Protection of the ComparsyBusiness The Executive acknowledges that in the courdgsoémployment he will acquire knowledge
of trade secrets and confidential data of the Camp8uch trade secrets and confidential data mayde, but are not limited to, confidential
product information, provider contracts, custonigs| technical information, methods by which trer@any proposes to compete with its
business competitors, strategic
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and business plans, confidential reports prepaydalbiness consultants which may reveal strengttisseaknesses of the Company and its
competition and similar information relating to tBempany. The Executive, in order to perform hikgattions under this Agreement, must
necessarily acquire knowledge of such trade seargtsonfidential data, all of which the Executasknowledges are not known outside the
business of the Company, are known only to a lidniieoup of its top executives and directors, acggmted by strict measure to preserve
secrecy, are of great value to the Company, aresthdt of the expenditure of large sums of moieg difficult for an outsider to duplicate, ¢
disclosure of which would be extremely detrimentethe Company. The Executive covenants to keegualh trade secrets or confidential data
secret and not to release such information to peraot authorized by the Company to receive sucteteand data, both during the term of
Agreement and at all times following its terminatidhe Executive acknowledges that trade secretsanfidential data need not be expressly
marked as such by the Company.

15. Documents, Et&ll records, files, documents, equipment and the $hall be, and remain, the sole property of thmgany. The
Executive, on the termination of his employmenglsimmediately return to the Company all such eanithout retention of any copies.

16. Limited NonCompetition.During the Executive’s employment and for a limitede thereafter, the Company must protect its
legitimate business interests by limiting the Exte®ls ability to compete with the Company. Thisitied non-competition provision is drafted
narrowly so as to be able to safeguard the Compdagitimate business interests while not unredsgriaterfering with the Executive’s
ability to obtain other employment. The Companydpet intend, and the Executive acknowledges,ttiigiimited non-competition provision
is not an attempt to prevent the Executive fromamiimg other employment. The Executive further asidedges that the Company may nee
take action, including litigation, to enforce thirmited non-competition provision, which effortsetiparties stipulate shall not be deemed an
attempt to prevent the Executive from obtainingeottmployment.

(a) During Employment By Compar. During the Executiv's employment, Executive shall not, directly or nedily, have an'
ownership interest in, work for, advise, manageaairas an agent or consultant for, or have anynbess connection or business or
employment relationship with any person or entitgttcompetes with the Company or
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that contemplates competing with the Company withloe prior written approval of the Chief Executi@éicer.

(b) During PostEmployment Period For a period of eighteen (18) months after thedttive’s termination of employment
(regardless of the reason), or for the duratiothefExecutives receipt of Salary under Section 11, whichevéonger, the Executive sh
not:

()(A) directly or indirectly have any ownershipté@mest in any entity or person engaged in developmesale of a product or
service which competes with or is substantiallyikinto any product or service sold by the Compamyny jurisdiction in which
the Company operates or in which the Company reddprexpects to operate pursuant to provisionssifaegic plan adopted by
the Board of Directors;

()(B) directly or indirectly have any ownershigémnest in any entity or person engaged in developmesale of a product «
service which competes with or is substantiallyiksinto any product or service sold by the Companmithin the geographical area
in which the Executive has been performing servarebehalf of the Company or for which he has teessigned responsibility at
any time within the twenty-four (24) months preceglhis termination;

(ii)(A) in a competitive capacity, directly or iméictly work for, advise, manage, or act as an agenonsultant for or have a
business connection or business or employmenioritip with any entity or person engaged in dewelent or sale of a product
service which competes with or is substantiallyikinto any product or service sold by the Compamyny jurisdiction in which
the Company operates or in which the Company reddprexpects to operate pursuant to provisionssifaegic plan adopted by
the Board of Directors;

(ii)(B) in a competitive capacity, directly or irrdictly work for, advise, manage, or act as an agenbnsultant for or have a
business connection or business or employmentoesdtip with any entity or person engaged in dgwelent or sale of a product
service which competes with or is substantiallyiinto any product or service sold by the Compamthin the geographical area
in which the Executive has been performing servasebehalf of the Company or for which the Execaitiv
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has been assigned responsibility at any time withentwenty-four (24) months preceding his termiorgt

(iii)(A) directly or indirectly market, sell or o#rwise provide any product or service which is cetitjye with or substantially
similar to any product or service sold by the Compdo any customer of the Company with whom thedtive has had contact

(either directly or indirectly) or over which heshhad responsibility at any time within the twefdw (24) months preceding his
termination;

(iii)(B) directly or indirectly market, sell or otwise provide any product or service which is cetitiye with or substantiall
similar to any product or service sold by the Compao any customer of the Company; or

(iv) directly or indirectly, on behalf of the Exetete or any third party, make any business contaitts, solicit or accept
business from any customer of the Company for anglyct or service which is competitive with or stapgially similar to any
product or service sold by the Company;

(c) Separate and Several Covenanlse Executive acknowledges that after terminatiini®employment, he will inevitably
possess trade secrets and confidential data @dhgpany which he would inevitably use if he werentgage in conduct prohibited as
forth above, and such use would be unfair to articemely detrimental to the Company. The Executiughier acknowledges that in view
of the benefits provided him by this Agreement,,saenduct on his part would be inequitable. Acaogt), the Executive separately and

severally covenants for the benefit of the Comparkeep each of the covenants described in thisd®et6 for the period specified
above.

(d) Acknowledgment of the CompasySuperseding Interest in Protecting its BusinElss.Executive recognizes that personal
relationships between the Company, its employedsastomers are essential to the Company’s busopssations and that the
Company furthers such relationships by investmehtsne and money. The Executive recognizes thatAlgreement is reasonably
necessary to protect the Company'’s legitimate éstein its customers, and to protect the
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Companys confidential information and goodwill, and ackregges that nothing contained in this Agreemenl simeeasonably alter tt
Executive’s ability to obtain a livelihood or prade the Executive from engaging in his professidre Executive, therefore,
acknowledges that the Company’s interest in maiimgiits relationships with its established custofer at least one (1) year after
termination of the Executive’s employment, or floe duration of the Executive’s receipt of SalardemSection 11, whichever is longer,
supersedes any interest of the Executive in sioligiservicing, or accepting the Company’s custaneer behalf of any entity other than
the Company during that period of time.

(e) Publicly Traded StocINothing in the foregoing provisions of this sectnohibits the Executive from purchasing for investi
purposes only, any stock or corporate securityetlamt quoted on a national securities exchangatiomal market system.

(H Maximum Application.The parties expressly agree that the terms ofithited nor-competition provision under this section
reasonable, enforceable, and necessary to pro@dmpany’s interests, and are valid and enfoteeabthe unlikely event, however,
that a court of competent jurisdiction were to deiee that any portion of this limited non-compietit provision is unenforceable, then
the parties agree that the remainder of the limit@atcompetition provision shall remain valid amdcgceable to the maximum extent
possible.

17. Other Limited Prohibition®uring the Executives employment and for the longer of one (1) yeardfrmination, or for the duratic
of the Executive’s receipt of Salary under Secfianthe Executive shall not:

(a) request or advise any customer of the Compamgny person or entity having business dealingls the Company, to withdray
curtail or cease such business with the Company;

(b) disclose to any person or entity the identitieany customers of the Company, or the identitgrty persons or entities havi
business dealings with the Company; or
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(c) directly or indirectly influence or attemptitdluence any other employee of the Company torsgedrom the Company.

18. Specific Enforcement/Injunctive Relidfhe Executive agrees that it would be difficuliteasure damages to the Company from any
breach of the covenants contained in Sectionsrbigih 17, but that such damages from any breachdwesugreat, incalculable and
irremediable, and that damages would be an inadegemedy. Accordingly, the Executive agrees thatGompany may have specific
performance of the terms of this Agreement in amyrcpermitted by this Agreement. In addition hétExecutive violates the non-competition
provisions of Section 16 or 17, the Executive agtbat any period of such violation shall be adidetthe term of the non-competition. For
example, if the Executive violated the provisiontlaree (3) months, the Company would be entittedrtforce the non-competition provision
for one (1) year, or for the duration of the Ex@geit receipt of Salary under Section 11, pluseéhi® months post-termination. In determining
the period of any violation, the parties stipulditat in any calendar month in which the Executingages in any activity violative of the non-
competition provision, the Executive is deemeddweéhviolated the non-competition provision for #rgire month, and that month shall be
added to the duration of the non-competition priovies set out above. The parties agree howe\arsgtecific performance and the “add back”
remedies described above shall not be the exclusimedies, and the Company may enforce any othezdy or remedies available to it either
in law or in equity including, but not limited ttemporary, preliminary, and/or permanent injunctiekef.

19. Severabilitylf any provision of this Agreement is held inval&ich invalidity shall not affect the other prowiss of this Agreement
which shall be given effect independently of thesiiid provisions and, in such circumstances, thalid provision is severable.

20. Governing LawThis Agreement shall be construed in accordande thé laws of the State of Indiana. The partiesesqly agree
that it is appropriate for Indiana law to apply (@the interpretation of the Agreement; (ii) agigputes arising out of this Agreement; (iii) any
disputes arising out of the employment relationsifithe parties; and (iv) any and all other dispuietween the parties.
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21. Choice of ForumThe Company is based in Indiana, and the Exezutiderstands and acknowledges the Company’s desiraeed
to defend any litigation against it in Indiana. Acodingly, the parties agree that any claim of ampetbrought by the Executive against the
Company or any of its employees or agents mustdiatained only in a court sitting in Marion Counbtydiana, or, if a federal court, the
Southern District of Indiana, Indianapolis Division

The Executive further understands and acknowletiggsn the event the Company initiates litigatagainst the Executive, the Company
may need to prosecute such litigation in the Exeelg forum state, in the State of Indiana, oruts other state where the Executive is subject
to personal jurisdiction. Accordingly, the parteggree that the Company can pursue any claim agam$&xecutive in any forum in which the
Executive is subject to personal jurisdiction. Hxecutive specifically consents to personal judsdn in the State of Indiana.

22. Mandatory ArbitrationAny controversy or claim arising out of, or relafito this Agreement, or the breach thereof, othan ta claim
arising out of the Executive’s breach of the coeffitlality and non-competition provisions of Sectidhthrough 17, shall be settled by
arbitration in Indianapolis, Indiana, in accordamdth the Rules of the American Arbitration Assdma before arbitrators who are licensed to
practice law. The arbitrator or arbitrators shalplg the substantive law of Indiana or federal lawboth, as applicable to the dispute. Any
award entered shall be final, binding and nonagte) and judgment upon the award rendered byrthigator or arbitrators may be enterec
any court having jurisdiction thereof.

In the event that the Company refuses or otherfaiteto make a payment when due and it is ultityadecided that the Executive is
entitled to such payment, such payment shall bee&sed to reflect an interest equivalent for théogeof delay, compounded annually, eque
the prime or base lending rate used by Bank Oniamiad NA, and in effect as of the date the paynaed first due.

23. NonJury Trials.Notwithstanding the provisions of Sections 18 aAdlove, and if the provisions of Section 18 oaBg@ve are not
enforceable, the Executive expressly waives arytsitp a jury trial and agrees that any claim of gype made against the Company or its
agents or executives (including, but not limitedeimployment discrimination litigation, wage
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litigation, defamation, or any other claim) lodgadany court will be tried, if at all, without arj

24. Nonalienation of BenefitsExcept as may otherwise be required by law, glotiio receive payments under this Agreement sieall
subject to anticipation, commutation, alienaticalesassignment, encumbrance, charge, pledge, Ugatniror hypothecation or to exclusion,
attachment, levy or similar process or assignmgmgderation of law, and any attempt, voluntaryramoluntary, to effect any such action shall
be null, void and of no effect.

25. Legal Fees and Costall legal and other fees and expenses, includiithout limitation, any arbitration expenses, imed by the
Executive in connection with contesting or dispgtany termination of employment, in seeking to obta enforce any right or benefit
provided for in this Agreement, or in otherwiseguing any right or claim, shall be paid by the Camy to the extent permitted by law,
provided that the Executive makes a formal wrigettlement demand prior to trial or arbitration @dltimately successful, in obtaining
through trial or arbitration more than fifty per¢€¢b0%) of the monetary relief sought, in his fimaitten settlement demand exclusive of
attorney’s fees.

26. Notices Any notice required or permitted to be given urttdés Agreement shall be sufficient if in writirggnd will be deemed to ha
been given when delivered in person (to the Exeedtisuch notice is for the Executive) or five (@ys following sending by overnight coul
or mailing by first class, certified or registemn@ail, postage prepaid, to the Executive at his haddress, or such addresses as the Executive
shall have designated in writing, or if to the Camy, to the attention of the Corporate SecretarheaCompany’s principal place of business,
120 Monument Circle, Indianapolis, Indiana 46204.

27. Headings The various headings of this Agreement are ingefdr convenience only and shall not affect themey or interpretation
of this Agreement or any of its provisions.

28. Successors and Assigiibe rights and obligations of the Company undey iareement shall inure to its benefit, its sucoesand
affiliated companies and shall be binding uponghecessors and assigns of the Company. This Agregbreing personal to the Executive,
cannot be assigned
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by the Executive, but his personal representatiadl be bound by all its terms and conditions.

29. Waiver and Amendments, EFailure of the Company to insist upon strict compdie with any terms or provisions of this Agreement
shall not be deemed a waiver of any terms, prowssar rights of the Company. Moreover, no modifimas, amendments, extensions or
waivers of this Agreement or any provisions hestll be binding upon the Company or the Executivess in writing and signed by the

Executive and the Company.

30. Complete Agreemerithis Agreement constitutes the entire employmergemgent of the parties and supersedes all priofcgment
agreements addressing the terms, conditions, andsscontained herein. Nothing in this Agreememyédver, affects any separate written
agreements addressing other terms and conditiahssines agreed to by the parties.

31. CounterpartsThis Agreement may be executed in two or morentaparts, each of which shall be deemed an otigboa all of
which together shall constitute one and the sameeagent.
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IN WITNESS WHEREOF, the Company and the Executaeehduly executed and delivered this Agreementtife as of the day and year
first above written.

Randall Lewis

/s/ Randall Lewi

Anthem, Inc.

By: /s/Larry C. Glasscoc

Name Larry C. Glasscoc
Title: President and Chief Executive Offic
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2004 Annual Salary Information for Chief ExecutiveOfficer and Named Executive Officers

Exhibit 10.5€

The following table sets forth as of March 1, 200t chief executive officer and each named exeeutfficer’'s current annual salary:

Named Executive Officer

Larry C. Glasscoc
Keith R. Faller
Thomas G. Snead .
David R. Frick
Michael L. Smith

Salary

$1,081,60!

$ 600,00(
$ 560,00(
$ 535,00(
$ 535,00(

The named executive officers were determined baseshlary and annual bonus for 2004 as requirdtiénstructions to Item 402(a)(3) of

Regulation S-K.



SUBSIDIARIES OF WELLPOINT, INC.

AS OF DECEMBER 31, 2004

Company Name

AdminaStar Federal, Ini

Affiliated Healthcare, Inc

AHI Healthcare Corporatio

American Managing Compar

Anthem East, Inc

Anthem Financial, Inc

Anthem Health Plans of Kentucky, Ir

Anthem Health Plans of Maine, Ir

Anthem Health Plans of New Hampshire, |
Anthem Health Plans of Virginia, In

Anthem Health Plans, In

Anthem Holding Corp

Anthem Insurance Companies, i

Anthem Life Insurance Compal

Anthem Midwest, Inc

Anthem Prescription Management, LI
Anthem Services, In(

Anthem Southeast, In

Anthem UM Services, In

Anthem West, Inc

Arcus Enterprises, In

Arison Insurance Services, Ir

Associated Group, In

ATH Holding Company, LLC

Atlanta Healthcare Partners, It

BC Life & Health Insurance Compal

BCC Holding Corporation, Inc

Blue Cross and Blue Shield of Georgia, |

Blue Cross Blue Shield Healthcare Plan of Geollgia,
Blue Cross Blue Shield of Wiscons

Blue Cross of Californi

Blue Cross of California Partnership Plan, L
C&S Properties, Inc

CC Holdings, LLC

Cerulean Companies, Ir

Claim Management Services, It

Community Insurance Compa

Compcare Health Services Insurance Corpor:
Comprehensive Integrated Marketing Services,
Cost Care, Inc

Crossroads Acquisition Cor

CSRA Health Care Partners, Ii

Diversified Life Insurance Agency of Missouri, Ir
Forty-Four Fort-Four Forest Park Redevelopment C¢
Golden West Health Plan, In

Government Health Services, LL

Jurisdiction of Incorporation

Indiana
Texas

Texas

Texas
Delaware
Delaware
Kentucky
Maine

New Hampshire
Virginia
Connecticu
Indiana
Indiana
Indiana

Ohio

Ohio (LLC)
Virginia
Indiana
Indiana
Indiana
Delaware
Kentucky
Indiana
Indiana (LLC)
Georgia
California
California
Georgia
Georgia
Wisconsin
California
California (LLC)
Missouri
Wisconsin (LLC)
Georgia
Wisconsin
Ohio
Wisconsin
California
Massachuseti
Delaware
Georgia
Missouri
Missouri
California
Wisconsin (LLC)

1
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Company Name

Greater Georgia Life Insurance Comp:
Group Benefits of Georgia, In

Group Benefits Plus, Ini

Health Core, Inc

Health Initiatives, Inc

Health Management Corporati

Health Management Systems, |
Health Ventures Partners, LL
HealthKeepers, Inc

HealthLink HMO, Inc.

HealthLink, Inc.

HealthReach Services, Ir

Healthy Alliance Life Insurance Compa
Healthy Homecomings, In

Highway to Health, Inc

HMO Colorado, Inc

HMO Missouri, Inc.

HMO-W, Inc.

HTH Re, Ltd.

Insurance4 Agency, In

Lease Partners, In

Machigonne, Inc

Matthew Thornton Health Plan, In
MCS Health Management Options, In
Meridian Resource Company, LL
Monticello Service Agency, In
National Capital Health Plan, In

National Capital Preferred Provider Organizatior.

Northeast Consolidated Services, |
OneNation Benefit Administrators, In
OneNation Insurance Compa

Park Square Holdings, In

Park Square I, Inc

Park Square I, Inc

Peninsula Health Care, Ir

Precision Rx, Inc

Preferred Health Plans of Missouri, li
Priority Health Care, Inc

Priority Insurance Agency, In

Priority, Inc.

Professional Claim Services, Ir

R&P Realty, Inc

RightCHOICE Insurance Compa
RightCHOICE Managed Care, Ir

Rocky Mountain Health Care Corporati
Rocky Mountain Hospital and Medical Service, |
SellCore, Inc

SpectraCare, In

Texas Managed Care Administrative Services,
The Anthem Companies, In

The EPOCH Group, L.C.

Trigon Health and Life Insurance Compe
TriState, Inc

TrustSolutions, LLC

Jurisdiction of Incorporation

Georgia
Georgia
California
Delaware
New Hampshire
Virginia
Colorado
lllinois (LLC)
Virginia
Missouri
Illinois
Connecticu
Missouri
Missouri
Delaware
Colorado
Missouri
Wisconsin
Bermuda
Delaware
Delaware
Maine

New Hampshire
Puerto Ricc
Wisconsin (LLC)
Virginia
Virginia
Maryland
New Hampshire
Ohio

Indiana
California
California
California
Virginia
Delaware
Missouri
Virginia
Virginia
Virginia

New York
Missouri
Illinois
Delaware
Colorado
Colorado
Delaware
Kentucky
Texas
Indiana
Missouri (LC)
Virginia
Delaware
Wisconsin (LLC)
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Company Name

UNICARE Health Benefit Services of Texas, |
UNICARE Health Insurance Company of Midw:
UNICARE Health Insurance Company of Te:
UNICARE Health Plan of Oklahoma, In
UNICARE Health Plans of Texas, Ir
UNICARE Health Plan of Virginia, Inc
UNICARE Health Plan of West Virginia, In
UNICARE Health Plan:

UNICARE Health Plans of Midwest, In
UNICARE lllinois Services, Inc

UNICARE Life & Health Insurance Compal
UNICARE National Services, Ini

UNICARE of Texas Health Plans, Ir
UNICARE Service Co

UNICARE Specialty Services, In

United Government Services, LL

United Heartland Life Insurance Compe
United Wisconsin Insurance Compe

Valley Health Plan, Inc

WellPoint Association Services Group, li
WellPoint Behavioral Health, In

WellPoint California Services, In

WellPoint Dental Services, In

WellPoint Development Company, Ir
WellPoint Pharmacy IPA, In

* |ess than majority stock amot

Jurisdiction of Incorporation

Texas

Illinois

Texas
Oklahoma
Texas
Virginia

West Virginia
lllinois (Partnership
Illinois

lllinois
Delaware
Delaware
Texas
California
Delaware
Wisconsin (LLC)
Wisconsin
Wisconsin
Wisconsin
Washingtor
Delaware
Delaware
Delaware
Delaware
New York



Exhibit 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference ifoHewing Registration Statements:

Form £-8 No. 33:-73516 pertaining to the Anthem 2001 Stock Incenfiian;

Form £-8 No. 33:-84690 pertaining to the Anthem Employee Stock PaselPlan

Form £-8 No. 33:-84906 pertaining to the Anthem 401(k) L«-term Savings Investment Ple

Form &8 No. 33:-97423 pertaining to the Trigon Healthcare Inc. 1883ck Incentive Plan; Trigon Healthcare, Inc. -Employee

Directors Stock Incentive Plan; and Certain OptiGnanted to Consultants to Trigon Healthcare, |

- Form S-8 No. 333-97425 pertaining to the Employd@4'(k) Thrift Plan of Trigon Insurance Company dmijon Insurance
Company 401(k) Restoration Pl¢

. Form &8 No. 33--110503 pertaining to the Anthem 2001 Stock IncenENan

- Form £-8 No. 33:-120851 pertaining to the WellPoint Health Netwalrks. 1999 Stock Incentive Plan; WellPoint Healthterks

Inc. 2000 Employee Stock Option Plan; WellPoint kelletworks Inc. Comprehensive Executive Non-Cfieddi Retirement Plan;

Cobalt Corporation Equity Incentive Plan; RightCHIBl Managed Care, Inc. 2001 Stock Incentive Plagh®&IHOICE Managed

Care, Inc. 1994 Equity Incentive Plan; RightCHOIMEBnaged Care, Inc. Nonemployee Direc’ Stock Option Plan

Form £-8 No. 33:-120854 pertaining to the WellPoint 401(k) Retirein®avings Plan

Form £-8 No. 33-121596 pertaining to the 2005 Comprehensive ExeeMNbr-Qualified Retirement Plat

Form &4 No. 33-123217 pertaining to the offers to exchange $1l®biin notes; anc

Form £-3 No. 33:-101969 pertaining to the WellPoint, Inc. (formeflgthem, Inc.) shelf registratic

of our reports dated March 4, 2005, with respe¢héoconsolidated financial statements and scheafuléellPoint, Inc. (formerly Anthem,
Inc.), WellPoint, Inc. management’s assessmerti@etfectiveness of internal control over financegorting, and the effectiveness of internal
control over financial reporting of WellPoint, Irnacluded in this Annual Report (Form 10-K) for thear ended December 31, 2004.

/sl Ernst & Young LLP

March 9, 200¢
Indianapolis, Indiana



Exhibit 31.1

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

[, Larry C. Glasscock, certify that:

1. | have reviewed this report on Form 10-K of Weiht, Inc.;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or emnéitate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadith respect to the period covered by

this report;

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

4. The registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contasld procedures (as define«
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a)

b)

d)

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

designed such internal control over financial réipgr or cause such internal control over finanoéglorting to be designed unc
our supervision, to provide reasonable assurargagdeng the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

evaluated the effectiveness of the regis’s disclosure controls and procedures and preséantad report our conclusions abc
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant

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

5. The registrant’s other certifying officer anbdve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant’s auditors and the audit commitieregistrant’s board of directors (or personggreing the equivalent function):

a) all significant deficiencies and material weaknsssehe design or operation of internal contradiofinancial reporting which au
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmhcial information; ant
b) any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin
Date: March 14, 2005 / s/ L ARRY C. GLASSCOCK

Chief Executive Office



Exhibit 31.2

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

[, David C. Colby, certify that:

1. | have reviewed this report on Form 10-K of Weiht, Inc.;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or emnéitate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadith respect to the period covered by

this report;

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

4. The registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contasld procedures (as define«
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a)

b)

d)

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

designed such internal control over financial réipgr or cause such internal control over finanoéglorting to be designed unc
our supervision, to provide reasonable assurargagdeng the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

evaluated the effectiveness of the regis’s disclosure controls and procedures and preséantad report our conclusions abc
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant

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

5. The registrant’s other certifying officer anbdve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant’s auditors and the audit commitieregistrant’s board of directors (or personggreing the equivalent function):

a) all significant deficiencies and material weaknsssehe design or operation of internal contradiofinancial reporting which au
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmhcial information; ant
b) any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin
Date: March 14, 2005 /s/__Davip C. CoLBY

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 Annual Report of WellPoilmtc. (the “Company”) on Form 10-K for the perioddémy December 31, 2004 as filed with
the Securities and Exchange Commission on thehdasof (the “Report”), |, Larry C. Glasscock, Chiefecutive Officer of the Company,
certify, pursuant to 18 U.S.C. § 1350, as adoptedyant to § 906 of the Sarbanes-Oxley Act of 20i0&;

(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 faphgsents, in all material respects, the finan@aldition and results of operations of
the Company

/sl LARRYC. GLASSCOCK
Larry C. Glasscoc

Chief Executive Officer
March 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 Annual Report of WellPoilmtc. (the “Company”) on Form 10-K for the perioddémy December 31, 2004 as filed with
the Securities and Exchange Commission on thetdaof (the “Report”), |, David C. Colby, Chief Rimcial and Accounting Officer of the
Company, certify, pursuant to 18 U.S.C. § 135Gdapted pursuant to § 906 of the Sarbanes-OxleypA2002, 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 faphgsents, in all material respects, the finan@aldition and results of operations of
the Company

/s/ _Davib C. CoLBY

David C. Colby

Chief Financial and Accounting Officer
March 14, 200!




Exhibit 99
RISK FACTORS

The following factors, among others, could cause@aesults to differ materially from those comad in forward-looking statements
made in the Annual Report on Form 10-K to whick thicument is an exhibit and presented elsewhenedmagement from time to time. Such
factors, among others, may have a material adveffezt on our business, financial condition, ansuies of operations and you shol
carefully consider them. It is not possible to peedr identify all such factors. Consequently, yhwuld not consider any such list to be a
complete statement of all our potential risks ocentainties. Because of these and other factorst parformance should not be considered an
indication of future performance.

Risks Relating to Our Business

Application of and/or changes in state and federalegulations may adversely affect our business, fimzial condition and results of
operations. As a holding company, we are dependeah dividends from our subsidiaries. Our regulated sbsidiaries are subject to state
regulations, including restrictions on the paymenbf dividends and maintenance of minimum levels ofapital.

Our insurance, managed health care and health enainte organization, or HMO, subsidiaries are stilbjeextensive regulation and
supervision by the insurance, managed health ¢cadfd® regulatory authorities of each state in whilcly are licensed or authorized to do
business, as well as to regulation by federal andllagencies. We cannot assure you that futuienaloy regulatory authorities will not have a
material adverse effect on the profitability or ketability of our health benefits or managed cadpcts or on our business, financial
condition and results of operations. In additioecduse of our participation in governmsptnsored programs such as Medicare and Med
changes in government regulations or policy wipeet to, among other things, reimbursement leeelsd also adversely affect our business,
financial condition and results of operations. didi&ion, we cannot assure you that applicatiorheffederal and/or state tax regulatory regime
that currently applies to us will not, or future teegulation by either federal and/or state govesntal authorities concerning us could not, have
a material adverse effect on our business, opasatio financial condition.

State legislatures and Congress continue to fosusealth care issues. From time to time, Congrasshnsidered various forms of
Patients’ Bill of Rights legislation which, if adtgal, could fundamentally alter the treatment ofezage decisions under the Employee
Retirement Income Security Act of 1974, as amende&RISA. Additionally, there recently have beegislative attempts to limit ERISA’s
preemptive effect on state laws. If adopted, simftdtions could increase our liability exposurelaould permit greater state regulation of our
operations. Other proposed bills and regulatiorstade and federal levels may impact certain aspaiur business, including provider
contracting, claims payments and processing anfidenniiality of health information. While we cannptedict if any of these initiatives will
ultimately become effective or, if enacted, whaitierms will be, their enactment could increaseamsts, expose us to expanded liability or
require us to revise the ways in which we condusiress. Further, as we continue to implement dursiness initiatives, uncertainty
surrounding the regulatory authority and requiretsé@mthis area may make it difficult to ensure gtiamce.

We are a holding company whose assets includd #iibooutstanding shares of common stock of oensed insurance, managed health
care and HMO subsidiaries. As a holding companydemend on dividends from our subsidiaries and tieekipt of dividends from our other
regulated subsidiaries. Among other restrictiotetesinsurance, managed health care and HMO lawsestrict the ability of our regulated
subsidiaries to pay dividends. Our ability to payidends in the future to our shareholders and rogebbligations, including paying operating
expenses and debt service on our outstanding amefindebtedness, will depend upon the receiplivafiends from our subsidiaries. An
inability of our subsidiaries to pay dividends



in the future in an amount sufficient for us to meer financial obligations may materially adveysaffect our business, financial condition ¢
results of operations.

Most of our insurance and HMO subsidiaries areexttip risk-based capital, known as RBC, standamjspsed by their states of
domicile. These laws are based on the RBC Modeb#8opted by the National Association of Insuranoen@issioners, or NAIC, and require
our regulated subsidiaries to report their resafitgsk-based capital calculations to various depants of insurance and the NAIC. Failure to
maintain the minimum RBC standards could subjectregulated subsidiaries to corrective action,udalg state supervision or liquidation.
Our insurance and HMO subsidiaries are currentlyoimpliance with the risk-based capital or otherilsir requirements imposed by their
respective states of domicile.

Our inability to contain health care costs, implemat increases in premium rates on a timely basis, niatain adequate reserves for polic
benefits, maintain our current provider agreementsor avoid a downgrade in our ratings may adversely ffect our business, financial
condition and results of operations.

Our profitability depends in large part on accusafgedicting health care costs and on our abibitynanage future health care costs
through underwriting criteria, medical managempnyduct design and negotiation of favorable provintracts. The aging of the population
and other demographic characteristics and advangasdical technology continue to contribute tangshealth care costs. Government-
imposed limitations on Medicare and Medicaid reinsietnent have also caused the private sector tcabgaater share of increasing health
care costs. Changes in health care practicestiorflanew technologies, the cost of prescriptiomggd:; clusters of high cost cases, changes in the
regulatory environment and numerous other factffesting the cost of health care may adverselycaféerr ability to predict and manage he
care costs, as well as our business, financialiiondand results of operations.

In addition to the challenge of managing healtle @arsts, we face pressure to contain premium r@igscustomer contracts may be
subject to renegotiation as customers seek to itothtair costs. Alternatively, our customers mayweto a competitor to obtain more favore
premiums. Fiscal concerns regarding the continulility of programs such as Medicare and Medicaaly cause decreasing reimbursement
rates for government- sponsored programs in whielparticipate. A limitation on our ability to in@se or maintain premium levels could
adversely affect our business, financial condiiod results of operations.

The reserves we establish for health insuranceybknefits and other contractual rights and bé&nafie based upon assumptions
concerning a number of factors, including trendkealth care costs, expenses, general economidticmsdand other factors. Actual experie
will likely differ from assumed experience, andie extent the actual claims experience is lessréble than estimated based on our
underlying assumptions, our incurred losses wautdeiase and future earnings could be adverselgtatfe

Our profitability is dependent upon our abilitydontract on favorable terms with hospitals, physisiand other health care providers.
The failure to maintain or to secure new cost-éffechealth care provider contracts may result limsa in membership or higher medical costs.
In addition, our inability to contract with providg or the inability of providers to provide adetpieare, could adversely affect our business.

Claims-paying ability and financial strength rasngy recognized rating organizations have beconie@aasingly important factor in
establishing the competitive position of insuranompanies and health benefits companies. Ratiranaations continue to review the
financial performance and condition of insurersclicaf the rating agencies reviews its ratings mically and there can be no assurance that
current ratings will be maintained in the futuree \Aelieve our strong ratings are an important factonarketing our products to our custom
since ratings information is broadly disseminated generally used throughout the industry. If @imgs are downgraded or placed under
surveillance or review, with possible negative iitgtions, the downgrade, surveillance or reviewld@aversely affect our business, financial
condition and results of operations. Our ratindkece each rating agency’s opinion of our finangtkngth, operating performance and



ability to meet our obligations to policyholdersdaare not evaluations directed toward the prataati investors in our common stock.
We face risks related to litigation.

We are, or may be in the future, a party to a Waé legal actions that affect any business, agkbmployment and employment
discrimination-related suits, employee benefitrolgi breach of contract actions, tort claims anellettual property-related litigation. In
addition, because of the nature of our businesar@eubject to a variety of legal actions relatmgur business operations, including the
design, management and offering of our productssendces. These could include: claims relatintheodenial of health care benefits; medical
malpractice actions; allegations of anti-competitand unfair business activities; provider dispotesr compensation and termination of
provider contracts; disputes related to self-funbesiness; disputes over co-payment calculatidasns related to the failure to disclose
certain business practices; and claims relatingutomer audits and contract performance. Thedbssen one such claim, if it results in a
significant punitive damage award, could have aeni@tadverse effect on our consolidated resultspefrations. In addition, the risk of
potential liability under punitive damage theonmay increase significantly the difficulty of obtaig reasonable settlements of coverage
claims.

A number of class action lawsuits have been filgairsst us and certain of our competitors in theagad care business. The suits are
purported class actions on behalf of certain ofrnanaged care members and network providers feged breaches of various state and
federal laws. While we intend to defend these sugerously, we will incur expenses in the defenthese suits and cannot predict their
outcome.

Recent court decisions and legislative activity rimyease our exposure for any of these typesaifngl. In some cases, substantial non-
economic, treble or punitive damages may be soMgatcurrently have insurance coverage for sombexfd potential liabilities. Other
potential liabilities may not be covered by insur@ninsurers may dispute coverage or the amounsafance may not be enough to cover the
damages awarded. In addition, certain types of das)asuch as punitive damages, may not be covgrigglirance, and insurance coverage
all or certain forms of liability may become undaéle or prohibitively expensive in the future.

In addition, we are also involved in pending ane#tened litigation of the character incidentath® business transacted, arising out of
our insurance and investment operations, and ane fime to time involved as a party in various goweental investigations, audits, reviews
and administrative proceedings. These investigatiandits and reviews include routine and speciadstigations by various state insurance
departments, state attorneys general and the Wt&n&y General. Such investigations could resuthe imposition of civil or criminal fines,
penalties and other sanctions. We believe thatiabifity that may result from any one of thesei@aas is unlikely to have a material adverse
effect on our consolidated results of operationnancial position.

A reduction in the enrollment in our health benefis programs could have an adverse effect on our bugss and profitability. The health
benefits industry is subject to negative publicitywhich can adversely affect our profitability. Additionally, we face significant
competition from other health benefits companies.

A reduction in the number of enrollees in our healenefits programs could adversely affect ourrmss, financial condition and results
of operations. Factors that could contribute teduction in enroliment include: failure to obtaEmncustomers or retain existing customers;
premium increases and benefit changes; our exit figpecific market; reductions in workforce byséirig customers; negative publicity and
news coverage; failure to attain or maintain natitynrecognized accreditations; and general ecoaamwnturn that results in business
failures.

The health benefits industry is subject to neggpivielicity. Negative publicity may result in incisead regulation and legislative review of
industry practices, which may further increaseasts of doing business



and adversely affect our profitability by: adveyseffecting our ability to market our products aedvices; requiring us to change our products
and services; or increasing the regulatory burdewer which we operate.

In addition, as long as we use the Blue Cross dud 8Bhield names and marks in marketing our hédwgttefits products and services, any
negative publicity concerning the Blue Cross Bliref! Association or other Blue Cross Blue Shiekkdciation licensees may adversely
affect us and the sale of our health benefits prtsdand services.

As a health benefits company, we operate in a highinpetitive environment and in an industry tisaturrently subject to significant
changes from business consolidations, new stragdiggnces, legislative reform, aggressive marlgepractices by other health benefits
organizations and market pressures brought aboahligformed and organized customer base, partlgidanong large employers. Further,
periodic renegotiations of hospital and other pdevicontracts, coupled with continued consolidatibphysician, hospital and other provider
groups potentially limit our ability to negotiataviorable rates. This environment has produced alhtkely continue to produce significant
pressures on the profitability of health benefasmpanies.

We are dependent on the services of independentsaged brokers in the marketing of our health gaoelucts, particularly with respect
to individuals, seniors and small employer groupniers. Such independent agents and brokers acaliyphot exclusively dedicated to us
and may frequently also market health care procafobsir competitors. We face intense competitiantti@ services and allegiance of
independent agents and brokers.

In addition, the Gramm-Leach-Bliley Act, which gé/banks and other financial institutions the apiiit affiliate with insurance
companies, creates the potential for new compstitath significant financial resources entering markets. We cannot assure you that we
be able to compete successfully against currenfitnde competitors or that competitive pressueeefl by us will not materially and advers
affect our business, financial condition and resaftoperations.

Regional concentrations of our business may subjeas to economic downturns in those regions.

Our business operations include or consist of regjioompanies located in the Midwest, East, Wedt2outh with most of our revenues
generated in the states of California, Coloradmr@aticut, Georgia, Indiana, Kentucky, Maine, MigsoNevada, New Hampshire, Ohio,
Virginia and Wisconsin. Due to this concentratidrbosiness in a small number of states, we aresegto potential losses resulting from the
risk of an economic downturn in these states. ¢éhemic conditions in these states deteriorate, &g @xperience a reduction in existing and
new business, which may have a material adversetash our business, financial condition and resoiitoperations.

A change in our health care product mix may impacbur profitability.

Our health care products that involve greater gatensk generally tend to be more profitable tteministrative services products and
those health care products where we are able ftoristi to employer groups. Individuals and smatigoyer groups are more likely to purchi
our higher-risk health care products because sunthpsers are generally unable or unwilling to lggaater liability for health care
expenditures. Typically, government-sponsored @ogr also involve our higher-risk health care presludver the past few years, we have
experienced a slight decline in margins in highgk-health care products and to a lesser exteouofower-risk health care and management
services products. This decline is primarily atitdble to product mix change, product design, cditiye pressure and greater regulatory
restrictions applicable to the small employer grawgrket. From time to time, we have implementedeiincreases in certain of our health care
businesses. While these price increases may imgnofgtability, there can be no assurance thatwhisoccur. Subsequent unfavorable
changes in the relative profitability between oarigus products could have a material adversetaffeour business, financial condition, and
results of operations.



Our pharmacy benefit management company operates ian industry faced with a number of risks and uncetainties in addition to those
we face with our core health care business.

The following are some of the industry-related sisk our pharmacy benefit management businessthdd have a material adverse
effect on our business, financial condition andiltssof operations:

. the application of federal and state -remuneration laws (generally known*“anti-kickbacl” laws);

. compliance requirements for pharmacy benefit mangégciaries under ERISA, including compliance lwftduciary obligations
under ERISA in connection with the development emglementation of items such as formularies, prefédrug listings and
therapeutic intervention programs; and potentadility regarding the use of pati-identifiable medical informatior

. a number of federal and state legislative propasa@deing considered that could affect a variéindustry practices, such as the
receipt of rebates from pharmaceutical manufacsu

We believe that our pharmacy benefit managemerihess is currently being conducted in compliancallimaterial respects with
applicable legal requirements. However, there aandassurance that our business will not be sutgjehallenge under various laws and
regulations, or that any such challenge will natéha material adverse effect on our business, ¢imhnondition and results of operations

We have built a significant portion of our current business through mergers and acquisitions and we g&ct to pursue acquisitions in the
future. The following are some of the risks assodiad with acquisitions that could have a material aderse effect on our business,
financial condition and results of operations:

. some of the acquired businesses may not achiei@patéd revenues, earnings cash flow, or markates
. we may assume liabilities that were not disclosedst,

. we may be unable to integrate acquired businesgegssfully and realize anticipated economic, dpmral and other benefits in
timely manner, which could result in substantiadtscand delays or other operational, technicalhantial problems

. acquisitions could disrupt our ongoing businesstract management, divert resources and makdiitudifto maintain our current
business standards, controls and proced

. we may finance future acquisitions by issuing comrsitmck for some or all of the purchase price, Witiculd dilute the ownership
interests of our shareholde

. we may also incur additional debt related to futacquisitions; an

. we would be competing with other firms, some of ethinay have greater financial and other resoutoes;quire attractive
companies

Our investment portfolio is subject to varying ecolmmic and market conditions, as well as regulation.

The market value of our investments varies fronettmtime depending on economic and market comditibor various reasons, we may
sell certain of our investments at prices thatlese than the carrying value of the investmentsdiition, in periods of declining interest rates,
bond calls and mortgage loan prepayments genénallgase, resulting in the reinvestment of theselduat the then lower market rates.
Conversely, in periods of rising interest ratesfdievalue of our fixed-maturity debt investmediclines, potentially impairing the portfolio
and resulting in realized investment losses. Furthe value of our equity securities can fluctugigmificantly with changes in market
conditions. We cannot assure you that our investmperifolio will produce positive returns in futuperiods. Our regulated subsidiaries are
subject to state laws and regulations that regiirersification of our investment portfolio and iinthe amount of investments in certain riskier
investment categories, such as below-investmermtegiized income securities, mortgage loans, rdatesnd equity investments, which could
generate higher returns on our investments. Faituoemply



with these laws and regulations might cause investsexceeding regulatory limitations to be treagdon-admitted assets for purposes of
measuring statutory surplus and risk-based cagpital, in some instances, require the sale of tim&stments.

As a Medicare fiscal intermediary, we are subjectd complex regulations. If we fail to comply with tlese regulations, we may be expos
to criminal sanctions and significant civil penaltes.

Like a number of other Blue Cross and Blue Shielehganies, we serve as a fiscal intermediary foMedicare program, which
generally provides coverage for persons who arer@der and for persons with end-stage renal diseRart A of the Medicare program
provides coverage for services provided by hosgitHilled nursing facilities and other health cfa@lities. One of our subsidiaries, United
Government Services, currently serves as the laRpes A fiscal intermediary. Part B of the Mediegrogram provides coverage for services
provided by physicians, physical and occupatiohetapists and other professional providers. Asaafiintermediary for the Medicare
program, we receive reimbursement for certain castsexpenditures, which is subject to adjustmpotwaudit by the federal Centers for
Medicare & Medicaid Services, or CMS (formerly tHealth Care Financing Administration, or HCFA).dddition to serving as a fiscal
intermediary for the Medicare program, we also exnsurance products to Medicaid beneficiariegarious states, including to Medi-Cal
beneficiaries in various California counties undentracts with the California Department of He&@#rvices (or delegated agencies). The laws
and regulations governing fiscal intermediariestifi@ Medicare and Medicaid programs are complegestito interpretation and can expose a
fiscal intermediary to penalties for non-complianEscal intermediaries may be subject to crimfireds, civil penalties or other sanctions as a
result of such audits or reviews. While we beliévat we are in compliance in all material resp&dth the regulations governing fiscal
intermediaries, there are ongoing reviews by tlderfal government of our activities under certainwf Medicare fiscal intermediary contracts.
One of our subsidiaries, AdminaStar Federal, Imas received several subpoenas from the U.S. Qffitee Inspector General, Health and
Human Services, and the U.S. Department of Jusdeking documents and information concerning gpoasibilities as a Medicare Part B
contractor in its Kentucky office, and requestirgtain financial records from AdminaStar Fedenat, land from us related to our Medicare
fiscal intermediary Part A and Part B operations.

We use the Blue Cross and Blue Shield names and nkaras identifiers for our products and services uner licenses from the Blue Cross
Blue Shield Association. The termination of thesédense agreements or changes in the terms and cotiolis of these license agreements
could adversely affect our business, financial coritibn and results of operations.

We are a party to license agreements with the Bhoss Blue Shield Association that entitle us mékRclusive use of the Blue Cross and
Blue Shield names and marks in our geographidoeies. The license agreements contain certainnagents and restrictions regarding our
operations and our use of the Blue Cross and Bieldnames and marks, including: minimum capital hquidity requirements; enrollment
and customer service performance requirementsgipetion in programs that provide portability oEmbership between plans; disclosures to
the Blue Cross Blue Shield Association relatingtoollment and financial conditions; disclosurescathe structure of the Blue Cross and Blue
Shield system in contracts with third parties amgublic statements; plan governance requiremansguirement that at least 80% (or, in the
case of Blue Cross of California, substantially efla licensee’s annual combined net revenuebatable to health benefits plans within its
service area must be sold, marketed, administaradderwritten under the Blue Cross and Blue Shialashes and marks; a requirement that
neither a plan nor any of its licensed affiliatesynpermit an entity other than a plan or a licereffiiate to obtain control of the plan or the
licensed affiliate or to acquire a substantial jporof its assets related to licensable servicesgairement that we guarantee the contractus
financial obligations of our licensed affiliatesidaa requirement that we indemnify the Blue CrolsgEbhield Association against any claims
asserted against us resulting from the contraetocifinancial obligations of any subsidiary thawes as a fiscal intermediary providing
administrative services for Medicare Parts A ani\#. believe that we and our licensed affiliatescangently in compliance with these
standards.



The standards under the license agreements maypdi&ed in certain instances by the Blue Cross Beld Association. For example,
from time to time there have been proposals consitley the Blue Cross Blue Shield Association talifyothe terms of the license agreement
to restrict various potential business activitieficensees. These proposals have included, amtirag things, a limitation on the amount of
health plan business that a Blue Cross Blue Shistibciation licensee may conduct under a trade rahes than the Blue Cross or Blue
Shield name and a limitation on the ability of@elisee to make its provider networks availabl@sarance carriers or other entities not holi
a Blue Cross or Blue Shield license. To the extieait such amendments to the license agreementiapteal in the future, they could have a
material adverse effect on our future expansiongta results of operations.

Upon the occurrence of an event causing terminatiadhe license agreements, we would no longer taeight to use the Blue Cross
and Blue Shield names and marks in one or moreiofijeographic territories. Furthermore, the BluessrBlue Shield Association would be
free to issue a license to use the Blue Cross &umel Bhield names and marks in these states toemetiity. Events that could cause the
termination of a license agreement with the BluesSmBlue Shield Association include failure to compith minimum capital requirements
imposed by the Blue Cross Blue Shield Associatiochange of control or violation of the Blue Cr&$se Shield Association ownership
limitations on our capital stock, impending finaadnsolvency, the appointment of a trustee orikezeor the commencement of any action
against a licensee seeking its dissolution. Weeelthat the Blue Cross and Blue Shield names amklsare valuable identifiers of our
products and services in the marketplace. Accohgitgrmination of the license agreements couldehawnaterial adverse effect on our
business, financial condition and results of openat

The failure to effectively maintain and modernize ar operations in an Internet environment could advesely affect our business.

Our business depends significantly on effectiverimfation systems, and we have many different in&tiom systems for our various
businesses. Our information systems require aninggmmmitment of significant resources to maintaid enhance existing systems and
develop new systems in order to keep pace withirmaing changes in information processing technol@yplving industry and regulatory
standards, and changing customer preferencesditicag we may from time to time obtain significgmdrtions of our systems-related or other
services or facilities from independent third pstiwhich may make our operations vulnerable th shicd parties’ failure to perform
adequately. As a result of our merger and acqoistictivities, we have acquired additional systetng. failure to maintain effective and
efficient information systems, or our failure tdieiently and effectively consolidate our informati systems to eliminate redundant or obsolete
applications, could have a material adverse efiaaiur business, financial condition and resultepsrations.

Also, like many of our competitors in the healtméfts industry, our vision for the future includescoming a premier e-business
organization by modernizing interactions with cuséss, brokers, agents, employees and other stalexsahrough web-enabling technology
and redesigning internal operations. We are devrdopur e-business strategy with the goal of beogmiidely regarded as an e-business
leader in the health benefits industry. The strategludes not only sales and distribution of He&iénefits products on the Internet, but also
implementation of advanced self-service capabdlifenefiting customers, agents, brokers, partmet®mployees. There can be no assurance
that we will be able to realize successfully ounsiness vision or integrate e-business operatidtiisour current method of operations. The
failure to develop successful e-business capaslitbuld result in competitive and cost disadvaggag us as compared to our competitors.

We may experience difficulties in integrating the bisinesses of Anthem and WellPoint Health Networksk., which could cause the
combined company to lose many of the anticipated pential benefits of the merger.

We merged with WellPoint Health Networks Inc. besmawe believe that the merger will be beneficiaddo companies. Achieving the
anticipated benefits of the merger will dependant mpon whether our two



companies integrate our businesses in an effieiedteffective manner. In particular, the successiobination of Anthem and WellPoint
Health Networks Inc. will depend on the integratadrihe respective businesses. We may not be alsledomplish this integration process
smoothly or successfully. The necessity of coottiligegeographically separated organizations andesdthg possible differences in corporate
cultures and management philosophies may incrbasaifficulties of integration. The integration adrtain operations following the merger
will require the dedication of significant managerneesources, which may temporarily distract mansgyg’s attention from the combined
company'’s day-to-day business. Employee uncertaintlylack of focus during the integration procesy mso disrupt our business. We may
not achieve the expected level of synergies amtiegh by this transaction. Because of the compléxreaf the integration process, we cannot
provide any assurances regarding the ultimate ssanfethese integration activities. Any inabilityour management to integrate successfully
the operations of the two companies could havetenahadverse effect on our business, resultpefations and financial condition.

We have substantial indebtedness outstanding and mancur additional indebtedness in the future. As &olding company, we are not
able to repay our indebtedness except through divehds from subsidiaries, some of which are restrictein their ability to pay such
dividends under applicable insurance law and undegkings. Such indebtedness could also adversely aff@ur ability to pursue
desirable business opportunities.

We have substantial indebtedness outstanding amently have available borrowing capacity under onedit facilities of an additional
$1.7 billion. We may also incur additional indeliteds in the future.

Our current debt service obligations require uss®e a portion of our cash flow to pay interest pridcipal on debt instead of for other
corporate purposes, including funding future exjamdf our cash flow and capital resources areffisient to service our debt obligations,
may be forced to seek extraordinary dividends foamsubsidiaries, sell assets, seek additionakequidebt capital or restructure our debt.
However, these measures might be unsuccessfuhdeduate in permitting us to meet scheduled debicseobligations.

As a holding company, we have no operations andependent on dividends from our subsidiaries éshao fund our debt service and
other corporate needs. Our subsidiaries are sepagdl! entities. Furthermore, our subsidiariesnateobligated to make funds available to us,
and creditors of our subsidiaries will have a sigreaiaim to certain of our subsidiaries’ assetst&insurance laws restrict the ability of our
regulated subsidiaries to pay dividends and in sstaes we have made special undertakings thatiméyhe ability of our regulated
subsidiaries to pay dividends. In addition, oursidiaries’ ability to make any payments to us wi8o depend on their earnings, the terms of
their indebtedness, business and tax considerainth®ther legal restrictions. We cannot assuretlyatiour subsidiaries will be able to pay
dividends or otherwise contribute or distributedano us in an amount sufficient to pay the priatigf or interest on the indebtedness owed by
us. Indebtedness could also limit our ability togue desirable business opportunities, and magtafte ability to maintain an investment
grade rating for our indebtedness.

We may also incur future debt obligations that migibject us to restrictive covenants that couldcafour financial and operational
flexibility. Our breach or failure to comply witmg of these covenants could result in a defauleudir credit agreements. If we default under
our credit agreements, the lenders could ceaseake fiurther extensions of credit or cause all afautstanding debt obligations under our
credit agreements to become immediately due andhp@ytogether with accrued and unpaid intereshdfindebtedness under the notes or
credit agreements is accelerated, we may be ut@abépay or finance the amounts due.

We face intense competition to attract and retainmployees.

We are dependent on retaining existing employd&sacting and retaining additional qualified empeg to meet current and future ne
and achieving productivity gains from our investini@rntechnology. We face intense competition foalified employees, especially
information technology personnel and other skilled



professionals, and there can be no assurance ¢éhailllbe able to attract and retain such employedbat such competition among potential
employers will not result in increasing salarieBefie also can be no assurance that an inabiligtain existing employees or attract additional
employees will not have a material adverse effacbar business, financial condition and resultspdrations,

Large-scale medical emergencies may have a materadverse effect on our business, financial conditioand results of operations.

Following the terrorist attacks of September 11)R2Ghere have been various incidents of suspéuteerrorist activity in the United
States. To date, these incidents have resulteslated isolated incidents of illness and death. &lew, federal and state law enforcement
officials have issued warnings about additionakptital terrorist activity involving biological ansther weapons. If the United States were to
experience more widespread bioterrorist or othacks, our covered medical expenses could risevengould experience a material adverse
effect on our business, financial condition, arglles of operations.



