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References in this Annual Report on Form 10-K to the terms “we,” “our,” “us,” “Anthem” or the “Company” refer to Anthem,
Inc., an Indiana corporation, and, unless the context otherwise requires, its direct and indirect subsidiaries. References
to the term “states” include the District of Columbia, unless the context otherwise requires.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K, including Part II, Item 7, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” contains forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995. Forward-looking statements reflect our views about future events and financial
performance and are generally not historical facts. Words such as “expect,” “feel,” “believe,” “will,” “may,” “should,” “anticip
“intend,” “estimate,” “project,” “forecast,” “plan” and similar expressions are intended to identify forward-looking statements.
These statements include, but are not limited to: financial projections and estimates and their underlying assumptions;
statements regarding plans, objectives and expectations with respect to future operations, products and services; and
statements regarding future performance. Such statements are subject to certain risks and uncertainties, many of which
are difficult to predict and generally beyond our control, that could cause actual results to differ materially from those
expressed in, or implied or projected by, the forward-looking statements. You are cautioned not to place undue
reliance on these forward-looking statements that speak only as of the date hereof. You are also urged to carefully
review and consider the various risks and other disclosures discussed in our reports filed with the U.S. Securities and
Exchange Commission from time to time, which attempt to advise interested parties of the factors that affect our
business. Except to the extent otherwise required by federal securities laws, we do not undertake any obligation to
republish revised forward-looking statements to reflect events or circumstances after the date hereof. These risks and
uncertainties include, but are not limited to: the impact of federal and state regulation, including ongoing changes in
the Patient Protection and Affordable Care Act and the Health Care and Education Reconciliation Act of 2010, as
amended, or collectively, the ACA, and the ultimate outcome of legal challenges to the ACA; trends in healthcare
costs and utilization rates; our ability to contract with providers on cost-effective and competitive terms; our ability to
secure sufficient premium rates, including regulatory approval for and implementation of such rates; competitive
pressures and our ability to adapt to changes in the industry and develop and implement strategic growth

opportunities; reduced enrollment; unauthorized disclosure of member or employee sensitive or confidential
information, including the impact and outcome of any investigations, inquiries, claims and litigation related thereto;
risks and uncertainties regarding Medicare and Medicaid programs, including those related to non-compliance with

the complex regulations imposed thereon; our ability to maintain and achieve improvement in Centers for Medicare
and Medicaid Services, or CMS, Star ratings and other quality scores and funding risks with respect to revenue
received from participation therein; a negative change in our healthcare product mix; costs and other liabilities
associated with litigation, government investigations, audits or reviews; the ultimate outcome of litigation between
Cigna Corporation, or Cigna, and us related to the merger agreement between the parties, including our claim for
damages against Cigna, Cigna’s claim for payment of a termination fee and other damages against us, and the potential
for such litigation to cause us to incur substantial costs, materially distract management and negatively impact our
reputation and financial condition; non-compliance by any party with the pharmacy benefit management services
agreement between Express Scripts, Inc., or Express Scripts, and us, as well as any agreements governing the
transition of pharmacy benefit management services provided to us from Express Scripts to CaremarkPCS Health,
L.L.C., a subsidiary of CVS Health Corporation, which could result in financial penalties, our inability to meet
customer demands, and sanctions imposed by governmental entities, including CMS; medical malpractice or
professional liability claims or other risks related to healthcare services and pharmacy benefit management services
provided by our subsidiaries; possible restrictions in the payment of dividends from our subsidiaries and increases in
required minimum levels of capital; the potential negative effect from our substantial amount of outstanding
indebtedness; a downgrade in our financial strength ratings; the effects of any negative publicity related to the health
benefits industry in general or us in particular; failure to effectively maintain and modernize our information systems;
events that may negatively affect our licenses with the Blue Cross and Blue Shield Association; large scale medical
emergencies, such as future public health epidemics and catastrophes; general risks associated with mergers,
acquisitions, joint ventures and strategic alliances; possible impairment of the value of our intangible assets if future
results do not adequately support goodwill and other intangible assets; changes in economic and market conditions, as
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well as regulations that may negatively affect our liquidity and investment portfolios; changes in U.S. tax laws;
intense competition to attract and retain employees; and, various laws and provisions in our governing documents that
may prevent or discourage takeovers and business combinations.
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PART 1

ITEM 1. BUSINESS.

General

We are one of the largest health benefits companies in the United States in terms of medical membership, serving
approximately 40 million medical members through our affiliated health plans as of December 31, 2018. We are an
independent licensee of the Blue Cross and Blue Shield Association, or BCBSA, an association of independent health
benefit plans. We serve our members as the Blue Cross licensee for California and as the Blue Cross and Blue Shield,
or BCBS, licensee for Colorado, Connecticut, Georgia, Indiana, Kentucky, Maine, Missouri (excluding 30 counties in
the Kansas City area), Nevada, New Hampshire, New York (in the New York City metropolitan area and upstate New
York), Ohio, Virginia (excluding the Northern Virginia suburbs of Washington, D.C.) and Wisconsin. In a majority of
these service areas, we do business as Anthem Blue Cross, Anthem Blue Cross and Blue Shield, Blue Cross and Blue
Shield of Georgia, and Empire Blue Cross Blue Shield or Empire Blue Cross. We also conduct business through
arrangements with other BCBS licensees in Louisiana, South Carolina and western New York. Through our
subsidiaries, we also serve customers in over 25 states across the country as America’s 1st Choice, Amerigroup, Aspire
Health, CareMore, Freedom Health, HealthLink, HealthSun, Optimum HealthCare, Simply Healthcare, and/or
UniCare. We are licensed to conduct insurance operations in all 50 states and the District of Columbia through our
subsidiaries.

On February 15, 2018, we completed our acquisition of Freedom Health, Inc., Optimum HealthCare, Inc., America’s
1st Choice of South Carolina, Inc. and related entities, or collectively, America’s 1st Choice, a Medicare Advantage
organization that offers health maintenance organization, or HMO, products, including Chronic Special Needs Plans
and Dual-Eligible Special Needs Plans under its Freedom Health and Optimum HealthCare brands in Florida and its
America’s 1st Choice of South Carolina brand in South Carolina. At the time of acquisition, through its Medicare
Advantage Plans, America’s 1st Choice served approximately one hundred and thirty-five thousand members in 25
Florida and 3 South Carolina counties. This acquisition aligned with our plans for continued growth in the Medicare
Advantage and Special Needs populations.

In October 2017, we established a new pharmacy benefits manager, or PBM, called IngenioRx, and entered into a
five-year agreement with CaremarkPCS Health, L.L.C., or CVS Health, which is a subsidiary of CVS Health
Corporation, to begin offering PBM solutions (the “CVS PBM Agreement”), which coincides with the conclusion of our
current PBM agreement with Express Scripts, Inc. or Express Scripts, (the “ESI PBM Agreement”). In January 2019, we
exercised our contractual right to terminate the ESI PBM Agreement earlier than the original expiration date of
December 31, 2019 due to the recent acquisition of Express Scripts by Cigna Corporation, or Cigna. As a result of
exercising our early termination right, the ESI PBM Agreement will now terminate on March 1, 2019, and the
twelve-month transition period to migrate the business begins on March 2, 2019. At that time CVS Health is able to
begin providing certain PBM services to IngenioRx pursuant to the CVS PBM Agreement. Notwithstanding our
termination of the ESI PBM Agreement, the litigation between us and Express Scripts regarding the ESI PBM
Agreement continues. In March 2016, we filed a lawsuit against Express Scripts seeking to recover damages for
pharmacy pricing that is higher than competitive benchmark pricing and damages related to operational breaches.
Express Scripts filed an answer to the lawsuit disputing our contractual claims and alleging various defenses and
counterclaims. For additional information regarding this lawsuit, see Note 13, “Commitments and Contingencies -
Litigation and Regulatory Proceedings - Express Scripts, Inc. Pharmacy Benefit Management Litigation,” of the Notes
to Consolidated Financial Statements included in Part II, Item 8 of this Annual Report on Form 10-K.

In May 2017, we announced that we were terminating the Agreement and Plan of Merger, or Cigna Merger
Agreement, between us and Cigna. Both we and Cigna have commenced litigation against the other seeking various
actions and damages, including Cigna’s damage claim for a $1.850 billion termination fee pursuant to the terms of the
Cigna Merger Agreement. For additional information about the ongoing litigation related to the Cigna Merger
Agreement, see Note 13, “Commitments and Contingencies - Litigation and Regulatory Proceedings - Cigna
Corporation Merger Litigation,” of the Notes to Consolidated Financial Statements included in Part II, Item 8 of this
Annual Report on Form 10-K.

3.
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At Anthem, we believe in working together to achieve our mission of improving lives and communities, simplifying
healthcare and expecting more. As we seek to accomplish these goals through a collaborative focus on execution and
delivering for those we serve, our vision is to be the most innovative, valuable and inclusive health partner. We focus
on ensuring quality products and services that give members access to the care they need. With an unyielding
commitment to meeting the needs of our diverse customers, we are guided by the following values:

[ eadership — Redefine what is possible

*Community — Committed, connected, invested

eIntegrity — Do the right thing, with a spirit of excellence

*Agility — Delivery today, transform tomorrow

*Diversity — Open your hearts and minds

By striving to live our values each day and in every interaction, we are committed to simplifying as well as radically
reinventing the healthcare experience for all Americans.

We offer a broad spectrum of network-based managed care plans to Large Group, Small Group, Individual, Medicaid
and Medicare markets. Our managed care plans include: Preferred Provider Organizations, or PPOs; HMOs;
Point-of-Service, or POS, plans; traditional indemnity plans and other hybrid plans, including Consumer-Driven
Health Plans, or CDHPs; and hospital only and limited benefit products. In addition, we provide a broad array of
managed care services to self-funded customers, including claims processing, stop loss insurance, actuarial services,
provider network access, medical cost management, disease management, wellness programs and other administrative
services. We provide an array of specialty and other insurance products and services such as dental, vision, life and
disability insurance benefits, radiology benefit management and analytics-driven personal healthcare. We also provide
services to the federal government in connection with the Federal Employee Program®, or FEP®.

The increased focus on healthcare costs by employers, the government and consumers has continued to drive the
growth of alternatives to traditional indemnity health insurance. HMO, PPO and hybrid plans are among the various
forms of managed care products that have been developed. Through these types of products, insurers attempt to
contain the cost of healthcare by negotiating contracts with hospitals, physicians and other providers to deliver
high-quality healthcare to members at favorable rates. These products usually feature medical management and other
quality and cost optimization measures such as pre-admission review and approval for certain non-emergency
services, pre-authorization of outpatient surgical procedures, network credentialing to determine that network
physicians and hospitals have the required certifications and expertise, and various levels of care management
programs to help members better understand and navigate the healthcare system. In addition, providers may have
incentives to achieve certain quality measures, may share medical cost risk or may have other incentives to deliver
quality medical services in a cost-effective manner. Also, certain plans offer members incentives for healthy
behaviors, such as smoking cessation and weight management. Members are charged periodic, prepaid premiums and
generally pay co-payments, coinsurance and/or deductibles when they receive services. While the distinctions between
the various types of plans have lessened over recent years, PPO, POS and CDHP products generally provide reduced
benefits for out-of-network services, while traditional HMO products generally provide little to no reimbursement for
non-emergency out-of-network utilization, but often offer more generous benefit coverage. An HMO plan may also
require members to select one of the network primary care physicians, or PCPs, to coordinate their care and approve
any specialist or other services.

Economic factors, greater consumer and employer sophistication and accountability have resulted in an increased
demand for choice in both product/benefit designs and provider network configurations. As a result we continue to
offer our broad access PPO networks with multiple benefit designs, but are also focused on leveraging our provider
collaboration initiatives with our Accountable Care Organization, or ACO, partnerships to develop both narrow and
tiered network offerings. This array of network and product configurations allows both the employer and the
employee to design and select the combination of benefit designs (e.g., traditional PPOs, high deductibles, health
reimbursement accounts, health savings accounts, PCP based products, tiered copays) and networks (e.g., broad,
narrow, tiered, closed or exclusive provider, and open) that optimize choice, quality and price at the consumer,
employer and market level. We believe we are well-positioned in each of our states to respond to these market
preferences.
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For our fully-insured products, we charge a premium and assume the risk for the cost of covered healthcare services.
Under self-funded products, we charge a fee for services and the employer or plan sponsor reimburses us for the
healthcare costs. In addition, we charge a premium to underwrite stop loss insurance for Local Group and National
Account employers that maintain self-funded health plans.

Our medical membership includes seven different customer types: Local Group, Individual, National Accounts,
BlueCard®, Medicare, Medicaid and FEP®. BCBS-branded business generally refers to members in our service areas
licensed by the BCBSA. Non-BCBS-branded business refers to members in our non-BCBS-branded America’s 1st
Choice, Amerigroup, CareMore, HealthSun, and Simply Healthcare plans, as well as HealthLink and UniCare
members. In addition to the above medical membership, we also serve customers who purchase one or more of our
other products or services that are often ancillary to our health business.

Our products are generally developed and marketed with an emphasis on the differing needs of our customers. In
particular, our product development and marketing efforts take into account the differing characteristics between the
various customers served by us, as well as the unique needs of educational and public entities, labor groups, federal
employee health and benefit programs, national employers and state-run programs servicing low-income, high-risk
and underserved markets. Overall, we seek to establish pricing and product designs to provide value for our customers
while achieving an appropriate level of profitability for each of our customer categories balanced with the competitive
objective to grow market share. We believe that one of the keys to our success has been our focus on these distinct
customer types, which better enables us to develop benefit plans and services that meet our customers’ unique needs.
We market our products through direct marketing activities and an extensive network of independent agents, brokers
and retail partnerships for Individual and Medicare customers, and for certain Local Group customers with a smaller
employee base. Products for National Accounts and Local Group customers with a larger employee base are generally
sold through independent brokers or consultants retained by the customer and working with industry specialists from
our in-house sales force. In the Individual and Small Group markets, we offer on-exchange products through state- or
federally-facilitated marketplaces, referred to as public exchanges, and off-exchange products. Federal subsidies are
available for certain members, subject to income and family size, who purchase public exchange products.

Being a licensee of the BCBS association of companies, of which there were 36 independent primary licensees as of
December 31, 2018, provides significant market value, especially when competing for very large multi-state employer
groups. For example, each BCBS member company is able to utilize other BCBS licensees’ substantial provider
networks and discounts when any BCBS member works or travels outside of the state in which their policy is written.
This program is referred to as BlueCard® and is a source of revenue when we provide member services in the states
where we are the BCBS licensee to individuals who are customers of BCBS plans not affiliated with us. This program
also provides a national provider network for our members when they travel to other states.

For additional information describing each of our customer types, detailed marketing efforts and changes in medical
membership over the last three years, see “Management’s Discussion and Analysis of Financial Condition and Results
of Operations” included in Part II, Item 7 of this Annual Report on Form 10-K.

Our results of operations depend in large part on accurately predicting healthcare costs and our ability to manage
future healthcare costs through adequate product pricing, medical management, product design and negotiation of
favorable provider contracts.

Advances in medical technology, increases in specialty drug costs, increases in hospital expenditures and other
provider costs, the aging of the population and other demographic characteristics continue to contribute to rising
healthcare costs. Our managed care plans and products are designed to encourage providers and members to
participate in quality, cost-effective health benefit programs by using the full range of our innovative medical
management services, quality initiatives and financial incentives. Our market share and high business retention rates
enable us to realize the long-term benefits of investing in preventive and early detection programs. Our ability to
provide cost-effective health benefits products and services is enhanced through a disciplined approach to internal cost
containment, prudent management of our risk exposure and successful integration of acquired businesses. In addition,
our ability to manage selling, general and administrative costs continues to be a driver of our overall profitability.

5.
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The future results of our operations will also be impacted by certain external forces and resulting changes in our
business model and strategy. The Patient Protection and Affordable Care Act and the Health Care and Education
Reconciliation Act of 2010, as amended, or collectively, the ACA, has changed and may continue to make
broad-based changes to the U.S. healthcare system. The ACA presented us with new growth opportunities, but also
introduced new risks, regulatory challenges and uncertainties, and required changes in the way products are designed,
underwritten, priced, distributed and administered. Changes to our business environment are likely to continue for the
next several years as elected officials at the national and state levels continue to propose and enact significant
modifications to existing laws and regulations, including the reduction of the individual mandate penalty to zero
effective January 1, 2019, elimination of funding for cost-sharing subsidies made available for qualified individuals,
and changes to taxes and fees. In addition, the legal challenges regarding the ACA, including the December 2018
decision of the U.S. District Court for the Northern District of Texas, Fort Worth Division invalidating the ACA (the
“2018 Texas District Court ACA Decision”), which judgment has been stayed pending appeal, continue to contribute to
this uncertainty. We will continue to evaluate the impact of the ACA as additional guidance is made available and any
further developments or judicial rulings occur. For additional discussion, see “Regulation,” herein and Part I, Item 1A
“Risk Factors” in this Annual Report on Form 10-K.

In addition to the external forces discussed in the preceding paragraph, our results of operations are impacted by levels
and mix of membership which can change as a result of the quality and pricing of our health benefits products and
services, economic conditions, changes in unemployment, acquisitions, entry into new markets and expansions in or
exits from existing markets. Our reduced participation in the Individual ACA-compliant market in 2018 led to a
decrease in our fully-insured membership which was partially offset by an increase in our self-funded membership.
We believe the self-funded portion of our group membership base will continue to increase as a percentage of total
group membership. These membership trends could be negatively impacted by various factors that could have a
material adverse effect on our future results of operations such as general economic downturns that result in business
failures, failure to obtain new customers or retain existing customers, premium increases, benefit changes or our exit
from a specific market. See Part I, Item 1A “Risk Factors” and Part II, Item 7 “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” included in this Annual Report on Form 10-K.

Private exchanges have gained visibility in the market based on the promise of helping employers reduce costs,
increase consumer engagement and manage the complexities created by the ACA and other market forces. While
private exchanges have been a distribution channel in the Medicare and Individual markets for some time, in more
recent years the Commercial market has received an increased level of attention from the consulting and broker
communities as well as health insurance carriers. In response, we have continued our broad-based strategy of offering
our own private exchange, Anthem Health Marketplace, a consumer experience platform, to groups, while also
participating in four large national consultant-led exchanges, several regional broker-led exchanges and various
Individual, Commercial and Medicare exchanges. To date, adoption levels in the Commercial market overall have
been lower than analyst predictions. While the ultimate volume, pace of growth and winning business models remain
highly uncertain in this space, we continue to believe we are well positioned to adapt with the market as it evolves.
During 2018, we strategically reduced our participation in the Individual ACA-compliant market. Our strategy has
been, and will continue to be, to only participate in rating regions where we have an appropriate level of confidence
that these markets are on a path toward sustainability, including, but not limited to, factors such as expected financial
performance, regulatory environment, and underlying market characteristics. We currently offer Individual
ACA-compliant products in 73 of the 143 rating regions in which we operate.

We believe healthcare is local and that we have the strong local presence required to understand and meet local
customer needs. Further, we believe we are well-positioned to deliver what customers want: innovative, choice-based
and affordable products; distinctive service; simplified transactions; and better access to information for quality care.
Our local presence, combined with our national expertise, has created opportunities for collaborative programs that
reward physicians and hospitals for clinical quality and excellence. We feel that our commitment to health
improvement and care management provides added value to customers and healthcare professionals. Ultimately, we
believe that practical and sustainable improvements in healthcare must focus on improving healthcare quality while
managing costs for total affordability. We have implemented initiatives driving payment innovation and partnering
with providers to lower cost and improve the quality of healthcare for our members and we continue to develop new

11
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and innovative ways to effectively manage risk and engage our members. In addition, we are focused on achieving
efficiencies from our national scale while optimizing service performance for our customers. Finally, we expect to
continue to rationalize our portfolio of businesses and products and align our
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investments to capitalize on new opportunities to drive growth in our existing markets and expand into new markets in
the future.

We continue to enhance interactions with customers, providers, brokers, agents, employees and other stakeholders
through web-enabled technology and improving internal operations. Our approach includes not only sales and
distribution of health benefits products on the Internet, but also implementing advanced capabilities that improve
services benefiting customers, agents, brokers, and providers while optimizing administrative costs. These
enhancements can also help improve the quality, coordination and safety of healthcare through increased
communications between patients and their physicians.

In pursuing our vision of being the most innovative, valuable and inclusive partner, we intend to transform healthcare
by providing trusted and caring solutions and delivering quality products and services that give customers access to
the care they need. At the same time, we will focus on earnings, organic membership growth, improvements in our
operating cost structure, strategic acquisitions and the efficient use of capital.

Significant Transactions

The significant transactions that have occurred over the last five years that have impacted or will impact our capital
structure or that have influenced or will influence how we conduct our business operations include:

Acquisition of America’s 1st Choice (2018);

Acquisition of HealthSun Health Plans, Inc., or HealthSun (2017);

Acquisition of Simply Healthcare Holdings, Inc., or Simply Healthcare (2015);

Use of Capital—Board of Directors declarations of dividends on our common stock (2013 through January 2019);
repurchases of our common stock (2019 and prior); and debt repurchases and new debt issuances (2018 and prior);
and

Divestiture of 1-800 CONTACTS, Inc. (2014).

For additional information regarding certain of these transactions, see Note 3, “Business Acquisitions,” Note 12, “Debt,”
and Note 14, “Capital Stock,” to our audited consolidated financial statements included in Part II, Item 8 of this Annual
Report on Form 10-K.

Competition

The managed care industry is highly competitive, both nationally and in our local markets. Competition continues to
be intense due to aggressive marketing and pricing, business consolidations, new competitors in the market, a
proliferation of new products, the impact of the ACA, and increased quality awareness and price sensitivity among
customers.

We believe that participants in the managed care industry compete for customers based on quality of service, price,
access to provider networks, access to care management and wellness programs (including health information),
innovation, breadth and flexibility of products and benefits, reputation (including National Committee on Quality
Assurance, or NCQA, accreditation status), brand recognition and financial stability. Our ability to attract and retain
customers is substantially tied to our ability to distinguish ourselves from our competitors in these areas.

Also, a health plan’s ability to interact with employers, customers and other third parties (including healthcare
professionals) through electronic data transfer has become a more important competitive factor, and we have made
significant investments in technology to enhance our electronic interaction with providers, employers, customers and
third parties.

We believe our exclusive right to market products under the most recognized brand in the industry, BCBS, in our most
significant markets provides us with greater brand recognition over competitive product offerings. Our provider
networks in our markets enable us to achieve efficiencies and distinctive service levels by allowing us to offer a broad
range of health benefits to our customers on a more cost-effective basis than many of our competitors. We strive to
distinguish our products through provider access, service, care management, product value and brand recognition.

-
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Product pricing remains competitive and we strive to price our healthcare benefit products consistent with anticipated
underlying medical trends. We believe our pricing strategy, based on predictive modeling, proprietary research and
data-driven processes has positioned us to benefit from the potential growth opportunities available through entry into
new markets, expansions in existing markets and as a result of any subsequent changes to the current regulatory
scheme. We believe that our pricing strategy, brand name and network quality will provide a strong foundation for
membership growth opportunities in the future.

To build our provider networks, we compete with other health benefits plans for the best contracts with hospitals,
physicians and other providers. We believe that physicians and other providers primarily consider customer volume,
reimbursement rates, timeliness of reimbursement and administrative service capabilities along with the reduction of
non-value added administrative tasks when deciding whether to contract with a health benefits plan.

At the sales and distribution level, we compete for qualified agents and brokers to recommend and distribute our
products. Strong competition exists among insurance companies and health benefits plans for agents and brokers with
demonstrated ability to secure new business and maintain existing accounts. We believe that the quality and price of
our products, support services, reputation and prior relationships, along with a reasonable commission structure are
the factors agents and brokers consider in choosing whether to market our products. We believe that we have good
relationships with our agents and brokers, and that our products, support services and commission structure compare
favorably to those of our competitors in all of our markets. Typically, we are the largest competitor in each of our
BCBS branded markets and, thus, are a closely-watched target by other insurance competitors.

Reportable Segments

We manage our operations through three reportable segments: Commercial & Specialty Business, Government
Business and Other. We regularly evaluate the appropriateness of our reportable segments, particularly in light of
organizational changes, merger and acquisition activity and changing laws and regulations. During the fourth quarter
of 2018, we reclassified certain ancillary businesses to align how our segments are currently being managed. Prior
year amounts have been reclassified for comparability. Current reportable segments may change in the future.

Our Commercial & Specialty Business and Government Business segments both offer a diversified mix of managed
care products, including PPOs, HMOs, traditional indemnity benefits and POS plans, as well as a variety of hybrid
benefit plans including CDHPs, hospital only and limited benefit products.

Our Commercial & Specialty Business segment includes our Local Group, National Accounts, Individual and
Specialty businesses. Business units in the Commercial & Specialty Business segment offer fully-insured health
products; provide a broad array of managed care services to self-funded customers including claims processing,
underwriting, stop loss insurance, actuarial services, provider network access, medical cost management, disease
management, wellness programs and other administrative services; and provide an array of specialty and other
insurance products and services such as dental, vision, life and disability insurance benefits.

Our Government Business segment includes our Medicare and Medicaid businesses, National Government Services,
or NGS, and services provided to the federal government in connection with FEP®. Medicaid makes federal matching
funds available to all states for the delivery of healthcare benefits to eligible individuals, principally those with
incomes below specified levels who meet other state-specified requirements. Medicaid is structured to allow each
state to establish its own eligibility standards, benefits package, payment rates and program administration under
broad federal guidelines. Our Medicare customers are Medicare-eligible individual members age 65 and over who
have enrolled in Medicare Advantage, a managed care alternative for the Medicare program, or who have purchased
Medicare Supplement benefit coverage, some disabled members under age 65, or members of all ages with end stage
renal disease. Medicare Supplement policies are sold to Medicare recipients as supplements to the benefits they
receive from the Medicare program. Rates are filed with, and in some cases approved by, state insurance departments.
Most of the premium for Medicare Advantage is paid directly by the federal government on behalf of the participant
who may also be charged a small premium. Additionally, through our alliance partnership engagements with larger
provider groups and BCBS plans, we offer a variety of Medicaid services that include joint ventures, administrative
service offerings, and full-risk arrangements. NGS acts as a Medicare contractor for the federal government in several
regions across the nation.
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Our Other segment includes certain eliminations and corporate expenses not allocated to either of our other reportable
segments.

Through our participation in various federal government programs, we generated approximately 19.8%, 17.8% and
18.2% of our total consolidated revenues from agencies of the U.S. government for the years ended December 31,
2018, 2017 and 2016, respectively. These revenues are contained in the Government Business segment. An immaterial
amount of our total consolidated revenues is derived from activities outside of the U.S.

Products and Services

A general description of our products and services is provided below:

Preferred Provider Organization: PPO products offer the member an option to select any healthcare provider, with
benefits reimbursed by us at a higher level when care is received from a participating network provider. Increasingly,
customers are choosing our PPO products offered with an exclusive provider organization which eliminates coverage
out of network. Coverage is subject to co-payments or deductibles and coinsurance, with member cost sharing usually
limited by out-of-pocket maximums.

Consumer-Driven Health Plans: CDHPs provide consumers with increased financial responsibility, choice and
control regarding how their healthcare dollars are spent. Generally, CDHPs combine a high-deductible PPO plan with
an employer-funded and/or employee-funded personal care account, which may result in tax benefits to the employee.
Some or all of the dollars remaining in the personal care account at year-end can be rolled over to the next year for
future healthcare needs.

Traditional Indemnity: Indemnity products offer the member an option to select any healthcare provider for covered
services. Coverage is subject to deductibles and coinsurance, with member cost sharing usually limited by
out-of-pocket maximums.

Health Maintenance Organization: HMO products include comprehensive managed care benefits, generally through
a participating network of physicians, hospitals and other providers. A member in one of our HMOs must typically
select a PCP from our network. PCPs generally are family practitioners, internists or pediatricians who provide
necessary preventive and primary medical care, and are generally responsible for coordinating other necessary
healthcare services. We offer HMO plans with varying levels of co-payments, which result in different levels of
premium rates.

Point-of-Service: POS products blend the characteristics of HMO, PPO and indemnity plans. Members can have
comprehensive HMO-style benefits through participating network providers with minimum out-of-pocket expenses
(co-payments) and also can go directly, without a referral, to any provider they choose, subject to, among other things,
certain deductibles and coinsurance. Member cost sharing is limited by out-of-pocket maximums.

ACA Public Exchange and Off-Exchange Products: The ACA required the modification of existing products and
development of new products to meet the requirements of the legislation, subject to certain transitional relief.
Individual and Small Group products cover essential health benefits as defined in the ACA along with many other
requirements and cost sharing features. Individual and Small Group products offered on and off the public exchanges
meet the definition of the “metal” product requirements (bronze, silver, gold and platinum) and each metal product must
satisfy a specific actuarial value. Health insurers participating on the public exchanges must offer at least one silver
and one gold product.

Administrative Services: In addition to fully-insured products, we provide administrative services to Large Group,
Small Group and National Account employers that maintain self-funded health plans. These administrative services
include underwriting, actuarial services, medical cost management, disease management, wellness programs, claims
processing and other administrative services for self-funded employers. Self-funded health plans are also able to use
our provider networks and to realize savings through our negotiated provider arrangements, while allowing employers
the ability to design certain health benefit plans in accordance with their own requirements and objectives. We also
underwrite stop loss insurance for self-funded plans.

BlueCard®: BlueCard® is a national program that links participating healthcare providers and independent BCBS
plans. BlueCard® host members are generally members who reside in or travel to a state in which an Anthem
subsidiary is the Blue Cross and/or Blue Shield licensee and who are covered under an employer sponsored health
plan serviced by a non-Anthem controlled BCBS licensee, which is the “home” plan. We perform certain administrative
functions for BlueCard®
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host members, for which we receive administrative fees from the BlueCard® members’ home plans. Other
administrative functions, including maintenance of enrollment information and customer service, are performed by the
home plan.

Medicare Plans: We offer a wide variety of plans, products and options to individuals age 65 and older such as
Medicare Supplement plans; Medicare Advantage, including Special Needs Plans; Medicare Part D Prescription Drug
Plans, or Medicare Part D; and dual-eligible programs through Medicare-Medicaid Plans, or MMPs. Medicare
Supplement plans typically pay the difference between healthcare costs incurred by a beneficiary and amounts paid by
Medicare. Medicare Advantage plans provide Medicare beneficiaries with a managed care alternative to traditional
Medicare and often include a Medicare Part D benefit. In addition, our Medicare Advantage Special Needs Plans
provide tailored benefits to Medicare beneficiaries who have chronic diseases and also cover certain dual-eligible
customers, who are low-income seniors and persons under age 65 with disabilities. Medicare Part D offers a
prescription drug plan to Medicare and MMP beneficiaries. MMP is a demonstration program focused on serving
members who are dually eligible for Medicaid and Medicare, which was established as a result of the passage of the
ACA. We offer these plans to customers through our health benefit subsidiaries throughout the country, including
America’s 1st Choice, Amerigroup, CareMore, HealthSun and Simply Healthcare.

Individual Plans: We offer a full range of health insurance plans with a variety of options and deductibles for
individuals who are not covered by employer-sponsored coverage and are not eligible for government sponsored
plans, such as Medicare and/or Medicaid. Individual policies are generally sold through independent agents and
brokers, retail partnerships, our in-house sales force or via the exchanges. Individual business is sold on a
fully-insured basis. We offer on-exchange products through public exchanges and off-exchange products. Federal
premium subsidies are available only for certain public exchange Individual products. Unsubsidized Individual
customers are generally more sensitive to product pricing and, to a lesser extent, the configuration of the network and
the efficiency of administration. Instability in the Individual market has resulted in a targeted approach where we offer
products in select geographies.

Medicaid Plans and Other State-Sponsored Programs: We have contracts to serve members enrolled in publicly
funded healthcare programs, including Medicaid; ACA-related Medicaid expansion programs; Temporary Assistance
for Needy Families, or TANF; programs for seniors and people with disabilities, or SPD; Children’s Health Insurance
Programs, or CHIP; and specialty programs such as those focused on long-term services and support, or LTSS,
HIV/AIDS, children living in foster care, behavioral health and/or substance abuse disorders, and intellectual
disabilities and/or developmental disabilities, or ID/DD programs. The Medicaid program makes federal matching
funds available to all states for the delivery of healthcare benefits for low income and/or high medical risk individuals.
These programs are managed by the individual states based on broad federal guidelines. TANF is a state and federally
funded program designed for the population consisting primarily of low-income children and their guardians. SPD is a
federal income supplement program designed for Supplemental Security Income recipients; however, states can
broaden eligibility criteria. This population consists of low-income seniors and people with disabilities. CHIP is a
state and federally funded program that provides healthcare coverage to children not otherwise covered by Medicaid
or other insurance programs. LTSS is a state and federally funded program that offers states a broad and flexible set of
program design options and refers to the delivery of long-term services and support for our members who receive
home and community- or institution-based services for long-term care. Our HIV/AIDS program is a state and
federally sponsored program that provides services to those living with HIV/AIDS. Our Foster Care program is a state
and federally sponsored program serving children with complex needs within the foster care system. Our Behavioral
Health program is a state and federally sponsored program providing services to those with mental health and/or
substance abuse disorders. ID/DD is a state and federally sponsored program serving those living with limitations in
intellectual functioning and adaptive behavior learning disabilities. Our Medicaid plans also cover certain
dual-eligible customers, as previously described above, who also receive Medicare benefits. We provide Medicaid and
other state sponsored services, such as administrative services, in Arkansas, California, Colorado, Florida, Georgia,
Indiana, Iowa, Kansas, Kentucky, Louisiana, Maryland, Nevada, New Jersey, New York, South Carolina, Tennessee,
Texas, Virginia, Washington, West Virginia, Wisconsin and Washington D.C.

Pharmacy Products: We market and sell an integrated prescription drug product to both fully-insured and
self-funded customers through our health benefit subsidiaries throughout the country. This comprehensive product
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includes features such as drug formularies, a pharmacy network, prescription drug database and mail order
capabilities. Since December 1, 2009, we have delegated certain functions and administrative services related to our
integrated prescription drug products to Express Scripts under a ten-year contract, excluding our HealthSun and
America’s 1st Choice subsidiaries, our CareMore operations in the state of Arizona and certain self-insured members
who have exclusive agreements with different PBM service
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providers. Express Scripts manages the network of pharmacy providers, operates mail order pharmacies and processes
prescription drug claims on our behalf, while we sell and support the product for clients, make formulary decisions,
set drug benefit design strategy and provide front line member support. In October 2017, we established a new PBM,
called IngenioRx, and entered into a five-year agreement with CVS Health to begin offering PBM solutions upon the
conclusion of the current ESI PBM Agreement. As part of the CVS PBM Agreement, and consistent with our strong
reputation as a leader in healthcare delivery, we will drive clinical and formulary strategy and development, member
and employer experiences, operations, sales, marketing, account management, and retail network strategy. We will
delegate certain administrative services, including claims processing and prescription fulfillment, to CVS Health. Our
current ESI PBM Agreement will terminate on March 1, 2019, and the twelve-month transition provided for in the
ESI PBM Agreement to migrate the services begins on March 2, 2019. At that time CVS Health is able to begin
providing certain PBM services to IngenioRx. Notwithstanding our termination of the ESI PBM Agreement, the
litigation between us and Express Scripts regarding the ESI PBM Agreement continues. In March 2016, we filed a
lawsuit against Express Scripts seeking to recover damages for pharmacy pricing that is higher than competitive
benchmark pricing. For additional information, see Note 13, “Commitments and Contingencies - Litigation and
Regulatory Proceedings - Express Scripts, Inc. Pharmacy Benefit Management Litigation,” of the Notes to
Consolidated Financial Statements included in Part II, Item 8 of this Annual Report on Form 10-K.

Life Insurance: We offer an array of competitive individual and group life insurance benefit products to both Large
Group and Small Group customers in conjunction with our health plans. The life products include term life and
accidental death and dismemberment.

Disability: We offer short-term and long-term disability products, usually in conjunction with our health plans.

Radiology Benefit Management: We offer outpatient diagnostic imaging management services to health plans
which promote the most appropriate use of clinical services to improve the quality of care delivered to members.
These services include utilization management for advanced diagnostic imaging procedures, network development
and optimization, patient safety, claims adjudication and provider payment.

Personal Health Care Guidance: We offer evidence-based and analytics-driven personal healthcare guidance. These
services help improve the quality, coordination and safety of healthcare, enhance communications between patients
and their physicians, and reduce medical costs.

Dental: Our dental plans include networks in certain states in which we operate. Many of the dental benefits are
provided to customers enrolled in our health plans and are offered on both a fully-insured and self-funded basis. Our
members also have access to additional dental providers through our participation in the National Dental GRID, a
national dental network developed by and for BCBS plans. The National Dental GRID includes dentists in all 50
states and the District of Columbia and provides multi-state customers with a national solution providing in-network
discounts across the country. Additionally, we offer managed dental services to other healthcare plans to assist those
plans in providing dental benefits to their customers.

Vision Services and Products:  Our vision plans include networks within the states in which we operate. Many of the
vision benefits are provided to customers enrolled in our health plans and are offered on both a fully-insured and
self-funded basis.

Medicare Administrative Operations: Through our subsidiary, NGS, we serve as a fiscal intermediary, carrier and
Medicare administrative contractor for the federal government providing administrative services for the Medicare
program, Parts A and B, which generally provides coverage for persons who are 65 or older and for persons who are
under 65 and disabled or with end-stage renal disease. Part A of the Medicare program provides coverage for services
provided by hospitals, skilled nursing facilities and other healthcare facilities. Part B of the Medicare program
provides coverage for services provided by physicians, physical and occupational therapists and other professional
providers, as well as certain durable medical equipment and medical supplies.

Networks and Provider Relations
Our relationships with physicians, hospitals and professionals that render healthcare services to our members are
guided by local, regional and national standards for network development, reimbursement and contract
methodologies. While
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following industry standards, we are simultaneously seeking to lead transformation efforts within our healthcare
system, moving from a fragmented model premised on episodic intervention to one based on proactive, coordinated
care built around the needs of the patient. A key element of this transformation involves a transition from traditional
fee-for-service payment models to models where providers are paid based on the value, both in quality and
affordability, of the care they deliver.

We establish “market-based” hospital reimbursement payments that we believe are fair, but aggressive, and among the
most competitive in the market. We also seek to ensure that physicians in our network are paid in a timely manner at
appropriate rates. In many instances, we deploy multi-year contracting strategies, including case rates or fixed rates, to
limit our exposure to medical cost inflation and to increase cost predictability. We maintain both broad and narrow
provider networks to ensure member choice, based on both price and access needs, while implementing programs
designed to improve
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