J\nthﬂm. Anthem’s 2018 Annual Report — 1

— ANTHEM'’S 2018 ANNUAL REPORT

INEAGRINIG
LIWV/[ES

Welcome to Anthem’s 2018 Annual Report. Across these pages you will
meet partners, consumers, community members and associates who have
been part of our journey in 2018 to impact lives for the better. The stories
demonstrate our work to redefine what'’s possible in healthcare—reducing
cost, reinventing care delivery, personalizing the consumer experience, and
engaging with partners to create change. We invite you to learn more.
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Partnering with providers to
advance care innovation

Like most healthcare executives, Mark Clement, the CEO of Cincinnati-based
health system TriHealth, looks for ways to get healthcare right through the
“Triple Aim” of better health, better care, and better value.

Working closely with Anthem Blue
Cross and Blue Shield of Ohio,
Mark’s team has been improving
the quality of care for thousands

of patients while lowering costs

for employers—including TriHealth
itself. Key to their success: Anthem'’s
centerpiece value-based care
program, called Enhanced Personal
Health Care, which provides market-
leading data sharing with TriHealth's
population health team to flag gaps
in care, opportunities for process
improvement, and cost savings

for patients. Mark Clement, CEO of TriHealth

“We've been able to show dramatic

reductions in healthcare costs

for our own 12,000 employees, : @ -

while improving their health and “Over time, this is going to bend the
productivity,” Mark says. “itreally  cost curve by delivering on the Triple

does work.” Enhanced Personal q q - i
Health Care (EPHC) shifts spending Aim. Workmg with Anthem' weve

from a traditional “fee for service”  already demonstrated it in delivering
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approach to one that promotes more efficient care.”
prevention and care coordination.
Primary care providers at — Mark Clement, CEO of TriHealth

participating health systems,

such as TriHealth, gain access to
advanced analytics that help them
pinpoint the patients who can
benefit from interventions, better
manage chronic conditions, and
identify gaps in care that can have
serious health ramifications.
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“Without the incentives and support
we received from EPHC, we wouldn't
have been able to enhance our
operations the way we have.”

_Jennifer Sharp-Warthan, M.D., Medical Director of
Tidewater Physicians Multispecialty Group in Virginia

The Anthem-TriHealth partnership,
which began in 2014, supports
primary care providers through
payment incentives used in
coordinating, planning and
managing patient care. A portion
of the cost savings is returned

to TriHealth, which can then be
invested in preventive health and
chronic disease management
programs, as well as care
management and coordination.
Anthem returns another portion of
the savings to employers, and the
remaining cost savings help control
increases in health insurance
premiums.

Leadership in value-based care

Approximately 66 percent of
Anthem's total medical spend
is tied to payment innovation
programs, and EPHC is among
the largest private value-based

93%

FOR WELL-CHILD
IMMUNIZATIONS

79%

FOR BREAST CANCER
SCREENINGS
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payment program in the country
for providers participating in
commercial, Medicare and Medicaid
segments. EPHC now includes 166
accountable care organizations
and 87,000 providers. And under
the standard Commercial EPHC
program, providers manage 6.3
million lives and have, since 2014,
accumulated $1.8 billion in gross
savings for Anthem clients across
the country.

“Over time, this is going to bend
the cost curve by delivering on the
Triple Aim,” Mark says. “Working
with Anthem, we've already
demonstrated it in delivering more
efficient care.”

Medical cost increases for the
90,000 TriHealth patients insured by
Anthem are less than half the typical
industry rates. But the lower cost is
just part of the success story. Many
of the people insured by Anthem
who receive care through TriHealth
are taking advantage of preventive
care, including children’s annual
checkups, diabetes testing and
management, and vaccinations—
making TriHealth among the best
Accountable Care Organizations

in the country, as reflected in their
quality of care results:

79%

FOR DIABETIC
COMPLICATION
SCREENINGS

78%

FOR MEDICATION
ADHERENCE
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Reclaiming the power of pharmacy
to make people healthier

IngenioRx, Anthem'’s new pharmacy benefit manager (PBM), has a bold
mission to restore trust and confidence in pharmacy benefits and allow
clients, and their consumers, to reclaim the power of pharmacy. “We think it’s
time to expect more from pharmacy care, and we will deliver solutions that
will surpass those expectations,” said Deepti Jain, leader of IngenioRx.

Consumers and plan sponsors T
alike are frustrated by seemingly L
misaligned incentives and a lack of
transparency regarding prescription =
medicines. Pharmacy care in the .
U.S. has strayed from being one of . .
the most cost-effective tools in the :
healthcare system to a runaway : -

7

<

train of escalating costs. IngenioRx
wants to change that.

Because IngenioRx is being built —

—
to reduce total cost of care, focus —_—
on the whole person, and simplify
pharmacy care for consumers, Deepti Jain, leader of IngenioRx, Anthem’s new
Deepti believes we will be in a pharmacy benefits organization

position to address the unmet
needs of current Anthem customers
as well as enter new markets. It's

also a great example of Anthem's “We want to demystify the

mission in action—Improving Lives q £

and Commubias e experience—for consumers, care

Healthcare. Expecting More. providers, and customers—and make
it easier to achieve the best possible
health outcomes at the lowest

possible total cost of care.”

— Deepti Jain, leader of IngenioRx
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“Our mission is to reclaim the power Making healthcare affordable
of pharmacy by launching our own and easier to understand
PBM. IngenioRx is unencumbered

by outdated models,” Deepti With IngenioRx, we are unlocking
explains. “We want to demystify the tremendous value for our
experience—for consumers, care shareholders as well as our clients
providers, and customers—and and their consumers. It is expected
make it easier to achieve the best to deliver at least $4 billion of gross
possible health outcomes at the pharmacy savings annually—80% of
lowest possible total cost of care.” the savings will flow to customers
in the form of more affordable
IngenioRx’'s comprehensive new healthcare. Moreover, at least 20
suite of pharmacy programs will percent of this value will accrue to
launch in the second quarter Anthem shareholders.
of 2019.

“We will offer new, innovative
approaches to pharmacy care
management, and make pharmacy
easier to understand,” says Deepti.

As an example, through new
mobile and desktop applications,
consumers can access and manage
pharmacy and medical information
in a single location and use helpful
online tools to find a doctor or a
pharmacy, refill a prescription,

and learn about drug costs. All
pharmacy members will have

— ACHIEVING BREAKTHROUGH COSTS

Deepti discusses IngenioRx’s mobile and desktop access to 24/7 member support,
applications, which allow consumers to access pharmacy and our specialty members will
and medical information in a single location have access to pharmacists for

urgent or disease-specific issues.
Additionally, IngenioRx is developing
new capabilities that will bring
medication insights to the exam
room to support providers in their
prescribing decisions and make
them aware of potential gaps in
care.
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Innovating with
employer customers

“Anthem used their market expertise, their data and their connection to
their fellow Blue plans to deliver a solution that addressed our challenge as a
business, which, ultimately, will mean better healthcare for our employees.”
As vice president for Global Benefits and Wellness at PepsiCo, Erik Sossa is
responsible for managing health benefits for the thousands of people who
work for the food and beverage giant. As they planned benefits for 2019,
Anthem and PepsiCo faced a challenge: Dallas-Fort Worth.

L.

i

Medical costs for employees who
worked in the north Texas area
were running far above the rest

of the country. An analysis by the
Health Care Cost Institute found
that costs in the Dallas-Fort Worth
(DFW) area were above those in
New York City, and about 19 percent
higher per capita than the national
average. When emergency room .

— ACHIEVING BREAKTHROUGH COSTS

costs in the DFW area rose by more

than 30 percentin 2017, the cost -
problem was enough to prompt an <
all-hands-on-deck approach in 2018, .
as the company and Anthem began  Erik Sossa, PepsiCo’s Vice President for Global

planning 2019 benefits. Benefits and Wellness

“This was an issue bigger than
one company — we were able to

leverage Anthem'’s data insights "PeP5|C0 has a Iong h|story of flndmg
and benefit design know-how, but  and creating innovative health benefit
we also needed the local market  gg|ytions. We were lucky to have
expertise that Blue Cross and .

Blue Shield of Texas could bring two Blue partners to help us find

to the table,” said Lindsey Watson, ~ the answer to our situation in Dallas,

SIS G prssC i Ol el ultimately delivering access to better,
optimization at Anthem who was .

T S ——— simpler and more affordable care for
solution for PepsiCo. our employees."

— Erik Sossa, Vice President for Global Benefits and
Wellness, PepsiCo
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“As Blue Cross and Blue Shield plans, we share the goal of
providing access to quality, cost-effective healthcare for
our customers. Delivering impactful results for PepsiCo
is one example of what can be accomplished by working
collaboratively to better serve Blue Cross and Blue

— ACHIEVING BREAKTHROUGH COSTS

Shield customers.”

_ Rick Haddock, Vice President of Network Management, Blue Cross

and Blue Shield of Texas

The other crucial piece of the
solution came from PepsiCo itself:
a willingness to think creatively
about benefits.

“PepsiCo has a long history of
finding and creating innovative
health benefit solutions,” Erik says.

“We were lucky to have two Blue
partners to help us find the answer
to our situation in Dallas, ultimately
delivering access to better, simpler
and more affordable care for
our employees.”

The solution was differentiating and
effective: If local employees and
their covered partners agreed to
use select, high-performing doctor
groups for primary care, PepsiCo
would reduce premiums. Anthem
and BCBS of Texas identified

the select groups using market
analytics, claims data and network
expertise. These are efficient and
high-quality groups, meaning that
every care provider option is a
good one.

Impact of Strong
Partnerships

During open enrollment, more than
5,200 employees and their family
members participated, exceeding
PepsiCo's target for the first year.

The Dallas-Fort Worth experiment
is a sign of what's to come for
Anthem and its affiliated Blue
Cross and Blue Shield plans, which
serve nearly 106 million people

in the U.S., approximately one in
three Americans.

“As Blue Cross and Blue Shield plans,
we share the goal of providing
access to quality, cost-effective
healthcare for our customers.
Delivering impactful results for
PepsiCo is one example of what
can be accomplished by working
collaboratively to better serve Blue
Cross and Blue Shield customers,”
said Rick Haddock, vice president
of network management at BCBS
of Texas.
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REINVENTING
CARE DELIVERY
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Using data, technology, and
artificial intelligence to
improve outcomes

Rajeev Ronanki, chief digital officer, was hired in 2018 to lead digital and
exponential technology initiatives across Anthem. His goal: use data,
technology and artificial intelligence (Al) to deliver more personalized care
that achieves better health outcomes.

Why Al? Because the explosion

of information and data used

to understand customer and
consumer needs has exceeded
the human capacity to process

it. With Al, organizations can use
data to help consumers be more
proactive about their health while
generating insights in real time to
improve outcomes.

“Anthem is leveraging the massive
scale of our data to create
personalized medicine and, in
the process, redefine how we Rajeev Ronanki, Anthem’s Chief Digital Officer
treat disease and manage chronic
medical conditions,” Rajeev says.

“How we use data, technology and
intelligence combined with our scale
will have a broad national impact.”

— REINVENTING CARE DELIVERY

Such predictive analytics help

In fact, Anthem is developing new identify unknown risks (not
analytical methods to identify gaps  identified by traditional clinical

in care, understand a consumer'’s analytics), break down data silos,
propensity to develop a disease, and allow for preemptive actions
and provide targeted solutions. that can prevent or mitigate health
These methods are based on each problems and lower the cost of care.
individual’s specific characteristics

(past utilization, clinical “We are striving to help consumers
co-morbidities, etc.), rather than stay healthy, improve clinical

on population-based studies and decision-making, and drive patient
clinical trials. engagement and better outcomes,”

Rajeev explains.
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Preventing hospitalizations “As a leader in high-quality cancer

care that emphasizes the importance
of providing the right care at the right
time and right place, we were pleased
to work with Anthem on their cancer

patient risk pilot.”

Predictive aalytics have helped to
identify the opportunity for about
60 clinical programs across Anthem
and enabled these programs to
target the right members with

the right interventions—including
models that predict the likelihood
of a patient having an unplanned
hospital readmission in the next
60-90 days. And results have

— Karyn M. Dyehouse, M.D., Chief Medical Officer,
Ohio Hematology Care

— REINVENTING CARE DELIVERY

been promising: Implementation
early on has led to a reduction in
30-day hospital readmission rates
by 30 percent using our medical/
surgical model and 15 percent using
our behavioral health/substance
abuse model.

Another predictive model identifies
the 15 percent of avoidable hospital
admissions related to chemotherapy
that can be circumvented by

helping consumers better manage
challenging side effects. Providers
can now identify these patients and
help them avoid hospitalization.

Ohio Hematology Care (OHC) was

a case in point. When Anthem
helped OHC identify those patients
at risk for a hospital visit, care
teams proactively checked on their
status. “As a leader in high-quality
cancer care that emphasizes the
importance of providing the right
care at the right time and right
place, we were pleased to work with
Anthem on their cancer patient risk
pilot,” said Karyn M. Dyehouse, M.D.,
OHC's chief medical officer.
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Through efforts like this, we are
doing what we can to help patients
stay out of the hospital.

Redefining how we
treat disease

In 2018, Anthem began
collaborating with doc.ai, a
blockchain-based Al platform, to
launch a groundbreaking, 12-month
data trial that explores how Al

can predict when people will
experience allergies or allergy
patterns. Within a matter of

weeks, thousands of consumers
across the country enrolled in this
trial. Since that time, doc.ai has
expanded beyond the initial asthma
trial—exploring questions like “Can
Al predict optimal supplements

for treating Crohn’s disease and
ulcerative colitis?”
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“Imagine if we could detect the
potential of an allergic event well in
advance or help consumers prevent
it from occurring in the first place,”
says Walter De Brouwer, co-founder
of doc.ai. “We are working with
Anthem to use artificial intelligence
to break down data silos and make
unexpected connections that can
help improve people’s lives.”

“We are working with Anthem to use
artificial intelligence to break down
data silos and make unexpected
connections that can help improve
people’s lives.”

_ Walter De Brouwer, Co-founder of doc.ai
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Expanding capabilities
for people with complex

chronic disease

You can certainly understand why Rose worried about taking care

of her husband Joseph. He struggled with an array of serious, chronic
health conditions including congestive heart failure (CHF), chronic
obstructive pulmonary disease (COPD), chronic kidney disease,
coronary artery disease after bypass surgery, type 2 diabetes, atrial
fibrillation, and pulmonary hypertension.

Fortunately, home-based advanced
illness care is available to people
like Joseph and Rose through Aspire
Health, which Anthem acquired in
2018. “We would not have known
what to do without our Aspire nurse
practitioner and social worker to
lean on over the past year,” Rose
says. “Before they were involved,
we had no help and no one to

talk to about our health and our
health decisions.”

The support came just in time. Soon,

Joseph's CHF worsened, followed
by a bout of acute bronchitis.
Thankfully, the Aspire nurse
practitioner, in coordination with
Joseph's primary care physician,
successfully treated him at home.
Rose was relieved because Joseph
desperately wanted to stay out of

Rose and Joseph enjoy time together, prior to Joseph’s
mounting health challenges

the hospital. Not long after that,
Rose realized she no longer had the
strength to bathe her husband, so
the Aspire team arranged to provide
her with caregiver support.

As Joseph’s CHF and COPD
worsened, the Aspire team saw
Joseph regularly and began to work
together to achieve their goal of
maximizing his comfort at home.
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Treating the whole person

Reflecting Anthem'’s focus on the whole health of every consumer, our
Whole Health Connection program integrates dental, vision, pharmacy, life,
disability, and supplemental health plans with medical coverage designed
to offset the fragmentation in today’s healthcare system. Using advanced
analytics, we are able to help care providers identify and close gaps in care,
lower costs, and deliver a better healthcare experience.

That means identifying potential
health problems earlier, addressing
critical medical concerns faster,
receiving alerts when problems
arise, and tracking preventive care
so healthy patients stay well. Dr.
David C. Ardaya, an optometrist

at Golden Optometric Group in
Whittier, CA, understands this
perfectly—as one of many eye

care providers who collectively
identified more than 30,000 people
with diabetes through eye exams
last year, thanks to Anthem’s Whole
Health Connection platform.

Because optometrists can access
clinical data through this innovative
platform, they can help determine
whether a patient’s eye condition

is linked to chronic diseases like
diabetes, cancer, heart disease,

or even to the medication they

are taking.

“The portal for clinical coordination
is easy to use and strengthens the
complete care of my patients, which
will improve their lives.”

— Dr. David Ardaya, optometrist, Golden Optometric Group

£

Dr. David C. Ardaya has identified diabetes through routine
eye exams and alerted other care providers on the Whole
Health Connection platform

“The portal for clinical coordination
is easy to use and strengthens
the complete care of my patients,
which will improve their lives,” says
Dr. Ardaya. “l have also found the
ability to view patients’ medical
conditions and prescription data
encourages collaboration between
physicians.”

In 2018, Anthem was able to

close more than 2 million gaps

in care where consumers had

not completed preventive or
therapeutic dental or vision services
within the recommended time
frame. And by educating our dental
providers, we saw the number of
dental opioid prescriptions drop by
21 percent since 2016.
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All hands on deck

With this kind of integration,
including relevant pharmacy
interactions, care providers are
connected and have access to

their patients’ relevant medical
data, which makes healthcare work
better. When providers discover a
medical concern, the information
doesn't just sitin a chart. Advanced
analytics are applied to that
information and used to identify
appropriate clinical programs to
address a patient's needs.

“When providers know more about
their patients, they can connect
them with the right care sooner,
and identify risks early to prevent
or minimize costly problems,” says
Nick Brecker, president of Anthem'’s
Specialty Business. “This more
personalized engagement can
help deliver a better healthcare
experience for our consumers.”
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“When providers know more about
their patients, they can connect
them with the right care sooner,
and identify risks early to prevent
or minimize costly problems. This
more personalized engagement
can help deliver a better healthcare
experience for our consumers.”

— Nick Brecker, President of Anthem’s Specialty Business
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“2018 began a new era for Anthem: an era defined
by growth, innovation, and the transformation of
healthcare as we know it.”

— Gail K. Boudreaux, President and CEO, Anthem

A message from our President and CEO

2018 began a new era for Anthem: an era defined by growth, innovation, and the
transformation of healthcare as we know it. We made significant progress re-orienting
the company for growth and improving the overall execution of the enterprise. Our
2018 results demonstrated accelerated top-line momentum, strong medical cost
performance and disciplined expense management. We are creating positive change
across all aspects of healthcare, and we are just getting started.

As a national leader within the rapidly changing healthcare landscape, we understand the
concerns of our stakeholders—customers, consumers, partners and investors—and we
know we play an important role in delivering innovative solutions to meet their needs. Across
the country, we are working to improve lives, simplify healthcare and reduce overall costs
enabling those in greatest need to get the right care...at the right place...at the right time.
Our culture, with our bold mission, vision and values, serves as our guide in this work on
behalf of those we are fortunate to serve.

Anthem associates bring our strong culture to life each day in their local communities. This
past year saw our team members generously give of their time and talents to those in need
where they live and work. Through projects at food banks, blood drives, outdoor clean-up
efforts and more, our associates volunteered more than 76,000 hours to live out our mission
of improving lives and communities. Their compassion represents a true commitment to
making a difference.

Looking ahead, 2019 represents even more opportunities to positively impact the healthcare
system, our communities and partners. We are focusing on ‘whole person care’ in order

to improve outcomes and reduce costs in our local communities. In addition, we are
creating the technology tools and platforms allowing Anthem to become a digitally enabled
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healthcare company to simplify healthcare for our customers and consumers, and allow care
providers to seamlessly engage across the care continuum.

With this strong momentum, | am pleased to share with you our 2018 Anthem Annual
Report. Across these pages, you will meet a collection of care providers, consumers, partners
and associates demonstrating our values each and every day. Their stories spotlight the
various ways we positively impact the healthcare ecosystem by reducing costs, reinventing
care delivery, personalizing the consumer experience and engaging with our communities
and partners.

Our people are the core of Anthem'’s success. The dedication of our more than sixty-
thousand associates, as illustrated through the stories in this report, is both humbling and
inspiring. Consumers are expecting more of their healthcare partner, and at Anthem—we
are delivering more.

| am optimistic about the future of Anthem and look forward to our continued success on
behalf of those we serve.

Thank you.

Gl R

Gail K. Boudreaux
President and CEO, Anthem
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Financial Highlights Summary

Total Revenue
(in billions)

$90.0 $92.1

| I I

2016 2017 2018

Net Income Per
Diluted Share

(in whole dollars)

$14.35  $14.19

$9‘21 I I

2016 2017 2018

Total Medical Membership

(in millions)

39.9 40.3 39.9

2016 2017 2018

Adjusted Net Income Per
Diluted Share

(in whole dollars)

$15.89

$12.04
$11.00 I

2016 2017 2018

*Refer to the GAAP reconiciliation
table on page 48.
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Financial Highlights Summary

Selling, General and Benefit Expense Ratio
Administrative Expense Ratio (in billions)

$84.8  ¥864  ¢ga>

14.9 15.3
I | I I

2016 2017 2018 2016 2017 2018

Customer Base

37%

Fully-insured

63%
Self-funded
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(dollars in millions, except per share data) 2018 2017 2016
Operating Results

Total operating revenue $91,341 $89,061 $84,194
Total revenue 92,105 90,040 84,863
Net income 3,750 3,843 2,470
Net Income Per Share

Basic $14.53 $14.70 $9.39
Diluted 14.19 14.35 9.21
Dividends per share 3.00 2.70 2.60
Balance Sheet Information

Total assets $71,571 $70,540 $65,083
Total liabilities 43,030 44,037 39,982
Total shareholders’ equity 28,541 26,503 25,101
Medical Membership (000s)

Commercial & Specialty Business 29,814 30,672 30,365
Government Business 10,124 9,627 9,575
Total medical membership 39,938 40,299 39,940
Customer Type

Local Group 15,733 15,888 15,417
Individual 655 1,588 1,664
National:

National Accounts 7,588 7,463 7,510
BlueCard® 5,838 5,733 5,774
Total National 13,426 13,196 13,284
Medicare 1,852 1,569 1,457
Medicaid 6,716 6,496 6,548
FEP® 1,556 1,562 1,570
Total medical membership 39,938 40,299 39,940
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(dollars in millions, except per share data) 2018 2017 2016
Funding Arrangement

Self-Funded 25,287 24,862 24,563
Fully-Insured 14,651 15,437 15,377
Total medical membership 39,938 40,299 39,940
Other Membership

Life and Disability Members 4,795 4,700 4,732
Dental Members 5,807 5,864 5,486
Dental Administration Members 5,327 5,342 5,294
Vision Members 6,946 6,867 6,388

The information presented above should be read in conjunction with the audited consolidated financial

statements and accompanying notes and Management’s Discussion and Analysis of Financial Condition and

Results of Operations included in Anthem’s 2018 Annual Report on Form 10-K.
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Consolidated Balance Sheets

(in millions, except per share data) Dec. 31, 2018

Dec. 31, 2017

Assets

Current assets:

Cash and cash equivalents $3,934 $3,609
Fixed maturity securities, current (amortized cost of $16,894 and $17,055) 16,692 17,377
Equity securities, current 1,493 3,599
Other invested assets, current 21 17
Accrued investment income 162 163
Premium receivables 4,465 3,605
Self-funded receivables 2,278 2,580
Other receivables 2,558 2,267
Income taxes receivable 10 342
Securities lending collateral 604 455
Other current assets 2,104 2,249
Total current assets 34,321 36,263
Long-term investments:
Fixed maturity securities (amortized cost of $486 and $555) 487 561
Equity securities 33 33
Other invested assets 3,726 3,344
Property and equipment, net 2,735 2,175
Goodwill 20,504 19,231
Other intangible assets 9,007 8,368
Other noncurrent assets 758 565
Total assets $71,571 $70,540
Liabilities and shareholders’ equity
Liabilities
Current liabilities:
Policy liabilities:
Medical claims payable $7,454 $ 7,992
Reserves for future policy benefits 75 70
Other policyholder liabilities 2,590 2,950
Total policy liabilities 10,119 11,012
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(in millions, except per share data)
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Dec. 31, 2018

Dec. 31, 2017

Unearned income 902 860
Accounts payable and accrued expenses 4,959 5,024
Security trades pending payable 197 113
Securities lending payable 604 454
Short-term borrowings 1,145 1,275
Current portion of long-term debt 849 1,275
Other current liabilities 3,190 3,343
Total current liabilities 21,965 23,356
Long-term debt, less current portion 17,217 17,382
Reserves for future policy benefits, noncurrent 706 647
Deferred tax liabilities, net 1,960 1,727
Other noncurrent liabilities 1,182 925
Total liabilities 43,030 44,037
Commitments and contingencies - Note 13

Shareholders’ equity

Preferred stock, without par value, shares authorized - 100,000,000;

shares issued and outstanding - none — —
Common stock, par value $0.01, shares authorized - 900,000,000;

shares issued and outstanding - 257,395,577 and 256,084,913 3 3
Additional paid-in capital 9,536 8,547
Retained earnings 19,988 18,054
Accumulated other comprehensive loss (986) (101)
Total shareholders’ equity 28,541 26,503
Total liabilities and shareholders’ equity $71,571 $70,540

The information presented above should be read in conjunction with the audited consolidated financial state-
ments and accompanying notes included in Anthem’s 2018 Annual Report on Form 10-K.



Anthem. Anthem'’s 2018 Annual Report — 44

Consolidated Statements of Income

Years Ended December 31

(in millions, except per share data) 2018 2017 2016
Revenues

Premiums $85,421 $83,648 $78,860
Administrative fees and other revenue 5,920 5,413 5,334
Total operating revenue 91,341 89,061 84,194
Net investment income 970 867 779
Net realized (losses) gains on financial instruments (180) 145 5

Other-than-temporary impairment losses on investments:

Total other-than-temporary impairment losses on investments (29) (35) (147)

Portion of other-than-temporary impairment losses recognized in

other comprehensive income (loss) 3 2 32

Other-than-temporary impairment losses recognized in income (26) (33) (115)
Total revenues 92,105 90,040 84,863
Expenses
Benefit expense 71,895 72,236 66,834
Selling, general and administrative expense 14,020 12,650 12,559
Interest expense 753 739 723
Amortization of other intangible assets 358 169 192
Loss on extinguishment of debt 11 282 —
Total expenses 87,037 86,076 80,308
Income before income tax expense 5,068 3,964 4,555
Income tax expense 1,318 121 2,085
Net income $3,750 $3,843 $2,470
Net income per share

Basic $14.53 $14.70 $9.39

Diluted $14.19 $14.35 $9.21
Dividends per share $3.00 $2.70 $2.60

The information presented above should be read in conjunction with the audited financial statements and accom-
panying notes included in Anthem’s 2018 Annual Report on Form 10-K.
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Consolidated Statements of Comprehensive Income

Years Ended December 31

(in millions) 2018 2017 2016
Net income $3,750 $3,843 $2,470
Other comprehensive (loss) income, net of tax:

Change in net unrealized gains/losses on investments (418) 173 118
Change in non-credit component of other-than-temporary impairment

losses on investments (2) 4 5
Change in net unrealized gains/losses on cash flow hedges 37 (65) (87)
Change in net periodic pension and post retirement costs (90) 51 (13)
Foreign currency translation adjustments (1) 3 2
Other comprehensive (loss) income (474) 166 25
Total comprehensive income $3,276 $4,009 $2,495

The information presented above should be read in conjunction with the audited financial statements and accom-
panying notes included in Anthem’s 2018 Annual Report on Form 10-K.
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Consolidated Statements of Cash Flows

Years Ended December 31

(In millions) 2018 2017 2016

Operating activities
Net income $3,750 $3,843 $2,470

Adjustments to reconcile net income to net cash provided
by operating activities:

Net realized losses (gains) on financial instruments 180 (145) (5)
Other-than-temporary impairment losses recognized in income 26 33 115
Loss on extinguishment of debt 1 282 —
Loss on disposal of assets 8 13 5
Deferred income taxes 91 (1,272) 127
Amortization, net of accretion 1,008 780 808
Depreciation expense 124 111 104
Impairment of property and equipment 5 2 45
Share-based compensation 226 170 165
Excess tax benefits from share-based compensation — — (54)

Changes in operating assets and liabilities:

Receivables, net (695) (22) (1,381)
Other invested assets (1) (36) (19)
Other assets (26) (629) (128)
Policy liabilities (1,059) 732 322
Unearned income (36) (120) (174)
Accounts payable and accrued expenses 122 922 182
Other liabilities (25) (120) 606
Income taxes 323 (194) 179
Other, net (205) (165) (97)
Net cash provided by operating activities 3,827 4,185 3,270
Investing activities
Purchases of fixed maturity securities (8,244) (9,795) (10,158)
Proceeds from fixed maturity securities:
Sales 6,442 7,932 8,636
Maturities, calls and redemptions 1,938 1,848 1,419
Purchases of equity securities (896) (5,416) (1,476)
Proceeds from sales of equity securities 2,809 3,463 1,593

Purchases of other invested assets (531) (1,164) (433)
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Consolidated Statements of Cash Flows (cont.)

Years Ended December 31

(In millions) 2018 2017 2016
Proceeds from sales of other invested assets 411 219 305
Changes in collateral and settlement of non-hedging derivatives — 65 (35)
Changes in securities lending collateral (149) 625 222
Purchases of subsidiaries, net of cash acquired (1,760) (2,080) —
Purchases of property and equipment (1,208) (800) (584)
Proceeds from sales of property and equipment — 9 —
Other, net (71) 12 (3)
Net cash used in investing activities (1,259) (5,082) (514)
Financing activities

Net (repayments of) proceeds from commercial paper borrowings (107) 175 (53)
Proceeds from long-term borrowings 835 5,458 —
Repayments of long-term borrowings (1,684) (2,815) —
Proceeds from short-term borrowings 9,120 5,835 2,400
Repayments of short-term borrowings (9,250) (5,000) (2,500)
Changes in securities lending payable 150 (625) (222)
Changes in bank overdrafts (210) 71 513
Proceeds from sale of put options 1 1 —
Proceeds from issuance of common stock under Equity Units

stock purchase contracts 1,250 — —
Repurchase and retirement of common stock (1,685) (1,998) —
Change in collateral and settlements of debt-related derivatives 23 (149) (360)
Cash dividends (776) (705) (684)
Proceeds from issuance of common stock under employee stock plans 173 225 120
Taxes paid through withholding of common stock under

employee stock plans (81) (46) (67)
Excess tax benefits from share-based compensation — — 54
Net cash (used in) provided by financing activities (2,241) 427 (799)
Effect of foreign exchange rates on cash and cash equivalents (2) 4 5
Change in cash and cash equivalents 325 (466) 1,962
Cash and cash equivalents at beginning of year 3,609 4,075 2,113
Cash and cash equivalents at end of year $3,934 $3,609 $4,075

The information presented above should be read in conjunction with the audited financial statements and accom-
panying notes included in Anthem’s 2018 Annual Report on Form 10-K.
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GAAP Reconciliation

(Unaudited)

We have referenced “Adjusted Net Income Per Diluted Share”, which is a non-GAAP measure, in this
document. This non-GAAP measure is not intended to be an alternative to any measure calculated in
accordance with GAAP. Rather, this non-GAAP measure is intended to aid investors in understanding and
analyzing our core operating results and comparing our financial results. A reconciliation of this measure
to the most directly comparable measure calculated in accordance with GAAP is presented below.

Years Ended December 31

(in millions, except per share data) 2018 2017 2016
Net income per diluted share $14.19 $14.35 $9.21
Add / (Subtract):
Net realized losses/(gains) on financial instruments 0.68 (0.54) (0.02)
Other-than-temporary impairment losses recognized in income 0.10 0.12 0.43
Amortization of other intangible assets 1.36 0.63 0.72
Transaction related costs 0.03 0.62 1.20
Loss on extinguishment of debt 0.04 1.05 —
Deferred tax benefit from corporate tax reform — (4.14) —
Penn Treaty assessment costs —_ 0.95 —
2015 cyber attack litigation — 0.43 —
Income tax true-up of prior transaction costs — (0.26) —
Tricare bid conclusion costs — — 0.14
Deferred tax asset write-off from California tax legislation — — 0.08
Tax impact of non-GAAP adjustments (0.51) (1.18) (0.76)
Rounding impact — 0.01 —
Net adjustment items 1.70 (2.31) 1.79

Adjusted net income per diluted share or Adjusted EPS $15.89 $12.04 $11.00
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— 2018 CORPORATE INFORMATION

Anthem is a leading health benefits company dedicated to improving lives and communities,
and making healthcare simpler. Through its affiliated companies, Anthem serves more than 74
million people, including nearly 40 million within its family of health plans. We aim to be the
most innovative, valuable and inclusive partner.

We are an independent licensee of the Blue Cross and Blue Shield Association. 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 (exclud-
ing 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. We also conduct business through arrangements
with other BCBS licensees. 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.

Corporate Headquarters 2018 Account Questions
Anthem, Inc. Our transfer agent, Computershare, can help you with a
220 Virginia Avenue variety of shareholder-related services, including:
Indianapolis, IN 46204
www.antheminc.com . Account status

. Sale or purchase of shares

. Change of address

. Transfer of stock

You can call Computershare toll-free at: (866) 299-9628
Monday through Friday, excluding holidays.

Written correspondence can

be sent to:

Anthem Shareholder Services

c/o Computershare

P.O. Box 43078

Providence, Rhode Island 02940-3078

Please include your name, address and telephone number or e-mail address with
all correspondence. E-mail correspondence can be sent to antheminc@computershare.com.
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— EXECUTIVE LEADERSHIP TEAM

Gail K. Boudreaux
President and Chief Executive Officer

John E. Gallina
Executive Vice President and
Chief Financial Officer

Peter D. Haytaian
Executive Vice President and President,
Commercial and Specialty Business Division

Gloria McCarthy
Executive Vice President and
Chief Administrative Officer

— BOARD OF DIRECTORS

Elizabeth E. Tallett " 245
Chair of the Board, Anthem, Inc.

Gail K. Boudreaux
President and Chief Executive Officer,
Anthem, Inc.

Lewis Hay Ill 245
Former Chairman and CEO,
NextEra Energy, Inc. Independent Director

Bahija Jallal 23
Chief Executive Officer,
Immunocore Limited

Ramiro G. Peru 23

Former Executive Vice President
and Chief Financial Officer,
Phelps Dodge Corporation
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Felicia F. Norwood
Executive Vice President and President,
Government Business Division

Dr. Prakash Patel
Executive Vice President and President,
Diversified Business Group

Leah S. Stark
Executive Vice President and
Chief Human Resources Officer

Thomas C. Zielinski
Executive Vice President and
General Counsel

R. Kerry Clark 23
Former Chairman and Chief Executive Officer,
Cardinal Health, Inc.

Robert L. Dixon, Jr. 245
Former Global Chief Information Officer
and Senior Vice President, PepsiCo, Inc.

Julie A. Hill 245
Owner of the Hill Company

Antonio F. Neri %3
President and Chief Executive Officer,
Hewlett Packard Enterprise

George A. Schaefer, Jr. %3
Former Chairman and CEO,
Fifth Third Bank

" Chair of Board, 2 Independent Director, 3 Audit Committee, * Compensation Committee,
> Governance Committee; Information as of March 2019.
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— AWARDS & CORPORATE RECOGNITION

America’'s Best Employers
Forbes, 2015-2018

Best 50 Large Companies
for Women

Comparably, 2018

Best Employers for
New Graduates 2018

Forbes, 2018

Best Places to Work for
LGBTQ Equality

Corporate Equality Index
Human Rights Campaign, 2015-2018

CSR Campaign of the Year Award
Ragan’s PR Daily, 2018

Dow Jones Sustainability Index
RobecoSAM, 2018
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America’s Most
JUST Companies Ranking

JUST Capital/Forbes, 2018

Best Employers for Diversity
Forbes, 2018

Best Places for Disability Inclusion

Disability Equality Index (Founding Partner)
—Disability: IN,™ 2015-2018

Corporate Inclusion Index

Hispanic Association on Corporate
Responsibility (HACR), 2011-2018

Diversity Best Practices
Inclusion Index

Working Mother Research Institute,
2017-2018

FTSE4Good Index
FTSE Russell, 2018
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Anthem.

— AWARDS & CORPORATE RECOGNITION (CONT.)

Gold Stevie® Award

Gold Standard Designation al ibili
CEO’s Roundtable on Cancer, 2013-2018 Best Cog; 3;72%502%617 SRZSOI(;?SI ity
Gold Stevie Award Leading Disability Employer
Public Relations Campaign of the Year National Organization on Disability,
—Community Relations for 2017-2018

Hands-Only CPR Campaign, 2018

Outstanding Corporate Leader

Military Friendly® Employers
Sustainability Roundtable, Inc., 2018

MilitaryFriendly.com, 2010-2018

The Secretary’'s Award for
Top 50 Companies for Diversity

Public-Philanthropic
U.S. Department of Housing Diversitylnc Magazine, 2008-2018

and Urban Development, 2018s

World's Most Ethical Companies

Top 125 Award
The Ethisphere Institute, 2018

. Training Magazine, 2016-2018
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