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Approximate date of commencement of proposed sale to the public: As soon as is practicable after this Registration Statement becomes effective.

If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities Act of 1933,
check the following box. o

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering. o

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement for the same offering. o

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the Securities Act
registration statement number of the registration statement for the same offering. o

If delivery of the prospectus is expected to be made pursuant to Rule 434, check the following box. o

CALCULATION OF REGISTRATION FEE

Proposed Maximum
Title of Each Class of Amount to Proposed Maximum Aggregate Amount of

MQ)

Securities to be Registered be Registered Offering Price Per Unit Offering Price Registration Fee

Notes $950,000,000 100% $950,000,000 $87,400

[¢3)
A portion of the proposed maximum aggregate offering price represents notes that are to be offered outside the United States but that may be resold

from time to time in the United States. Such notes are not being registered for the purpose of sales outside the United States.
@)

Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(a) under the Securities Act of 1933.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the Registrant
shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective in accordance with Section 8(a)
of the Securities Act of 1933 or until the Registration Statement shall become effective on such date as the Commission, acting pursuant to said
Section 8(a), may determine.

The information in this preliminary prospectus is not complete and may be changed. These securities may not be sold until the
registration statement filed with the Securities and Exchange Commission is effective. This preliminary prospectus is not an offer to sell
nor does it seek an offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

Subject to Completion. Dated ,2002.

$950,000,000

Anthem, Inc.

% Notes Due
% Notes Due
% Notes Due

L L PO



Edgar Filing: ANTHEM INC - Form S-1

Anthem, Inc. is offering $ aggregate principal amount of % notes due ,$ aggregate
principal amount of % notes due ,and $ aggregate principal amount of % notes due . Anthem
will pay interest on the notes on and of each year. The first such payment will be made on . The %
notes due will mature on , the % notes due will mature on , and the % notes
due will mature on . The notes will be issued only in denominations of $1,000 and integral multiples of $1,000.

The notes are unsecured and unsubordinated debt securities. Anthem does not intend to list the notes on any national securities exchange.

See "Risk Factors" beginning on page 9 to read about factors you should consider before buying the notes.

Neither the Securities and Exchange Commission nor any other regulatory body has approved or disapproved of these securities or
passed upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal offense.

Per % Per % Per %
Note Due Total Note Due Total Note Due Total
Public offering price % $ % $ % $
Underwriting discount % $ % $ % $
Proceeds, before expenses, to Anthem,
Inc. % $ % $ % $
The public offering prices set forth above do not include accrued interest, if any. Interest on the notes will accrue from , 2002 and

must be paid by the purchaser if the notes are delivered after , 2002.

The underwriters expect to deliver the notes in book-entry form only through the facilities of The Depository Trust Company against
payment in New York, New York on , 2002.

Goldman, Sachs & Co.

JPMorgan Banc of America Securities LL.C
Fleet Securities, Inc.

Wachovia Securities

Prospectus dated ,2002.
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PROSPECTUS SUMMARY

This summary highlights information contained elsewhere in this prospectus. As a result, it does not contain all of the information that you
should consider before investing in our notes. You should read the entire prospectus carefully, including the "Risk Factors" section and the
consolidated financial statements and the notes to those statements. References to the term "Anthem" refer to Anthem, Inc., or Anthem, Inc. and
its direct and indirect subsidiaries, as the context requires. References to the terms "we,” "our," or "us" refer to Anthem.

Anthem

We are one of the nation's largest health benefits companies, serving approximately eight million members, primarily in Indiana, Kentucky,
Ohio, Connecticut, New Hampshire, Maine, Colorado and Nevada. We hold the leading market position in seven of these eight states and own
the exclusive right to market our products and services using the Blue Cross” Blue Shield”, or BCBS, names and marks in all eight states under
license agreements with the Blue Cross Blue Shield Association, or BCBSA, an association of independent BCBS plans. We seek to be a leader
in our industry by offering a broad selection of flexible and competitively priced health benefits products.

Our product portfolio includes a diversified mix of managed care products, including health maintenance organizations, or HMOs,
preferred provider organizations, or PPOs, and point of service, or POS plans, as well as traditional indemnity products. We also offer a broad
range of administrative and managed care services and partially insured products for employer self-funded plans. These services and products
include underwriting, stop loss insurance, actuarial services, provider network access, medical cost management, claims processing and other
administrative services. In addition, we offer our customers several specialty products including group life, disability, prescription management,
dental and vision. Our products allow our customers to choose from a wide array of funding alternatives. For our insured products, we charge a
premium and assume all or a majority of the health care risk. Under our self-funded and partially insured products, we charge a fee for services,
and the employer or plan sponsor reimburses us for all or a majority of the health care costs.

Our managed care plans and products are designed to encourage providers and members to select quality, cost-effective health care by
utilizing the full range of Anthem's innovative medical management services, quality initiatives and financial incentives. Our leading market
shares 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. These measures have allowed us to achieve significant growth in membership
(93%), revenue (100%), and net income (256%) from the beginning of 1997 through 2001.

Operating Segments
Our reportable segments are strategic business units delineated by geographic areas within which we offer similar products and services,
but manage with a local focus to address each geographic region's unique market, regulatory and health care delivery characteristics. The regions
are:
the Midwest, which includes Indiana, Kentucky and Ohio;
the East, which includes Connecticut, New Hampshire and Maine; and

the West, which includes Colorado and Nevada.
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In addition to our three geographic regions, we have a Specialty segment and an Other segment. Our Specialty segment includes business
units providing:
group life and disability insurance benefits;
pharmacy benefit management;
dental administration services; and

third party occupational health services.

Various ancillary business units (reported with the Other segment) include: AdminaStar Federal, a subsidiary which administers Medicare
programs in Indiana, Illinois, Kentucky and Ohio.

The Other segment also includes intersegment revenue, expense eliminations and corporate expenses not allocated to reportable segments.
Strategy

Our strategic objective is to be among the best and biggest in our industry with the size and scale to deliver the best product value with the
best people.

To achieve these goals, we offer a broad selection of flexible and competitively priced products and seek to establish leading market
positions. We believe that increased scale in each of our regional markets will provide us competitive advantages, cost efficiencies and greater
opportunities to sustain profitable growth. The key to our ability to deliver this growth is our commitment to work with providers to optimize the
cost and quality of care while improving the health of our members and improving the quality of our service.

The following are key elements to our strategy and operating principles:

Promote Quality Care: We believe that our ability to help our members receive quality, cost-effective health care will be key
to our success. We promote the health of our members through education and through products that cover prevention and
early detection programs that help our members and their providers manage illness before higher cost intervention is
required.

Product Value: We aim to create products that offer value to our customers. By offering a wide spectrum of products
supported by broad provider networks, we seek to meet the differing needs of our various customers.

Operational Excellence: To provide cost-effective products, we continuously strive to improve operational efficiency. We
actively benchmark our performance against other leading health benefits companies to identify opportunities to drive
continuous performance improvement.

Technology: We continuously review opportunities to improve our interactions with customers, brokers and providers. By
utilizing technologies, we seek to make the interactions as simple, efficient and productive as possible.

Growth: We believe that profitable growth, both organic and through acquisitions, is an important part of our business.
Increased scale allows us to increase customer convenience and improve operating margins, while keeping our products

competitively priced. Expansion into new geographic markets enables us to reduce exposure to economic cycles and
regulatory changes and provides options for business expansion.

Our principal executive offices are located at 120 Monument Circle, Indianapolis, Indiana. Our telephone number is (317) 488-6000.
Our Pending Acquisition of Trigon

Pursuant to a Plan and Agreement of Merger dated April 28, 2002, Trigon Healthcare, Inc., or Trigon, would be merged with and into Al
Sub Acquisition Corp., a direct wholly owned subsidiary
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of Anthem, as the surviving corporation to be named "Anthem Southeast, Inc." In the merger, each Trigon shareholder will have the right to
receive, subject to adjustment as set forth in the merger agreement, $30.00 in cash, without interest, and 1.062 shares of our common stock for
each share of Trigon Class A common stock held. Upon completion of the merger, we expect that our shareholders will own approximately 72%
of the combined company and Trigon shareholders will own approximately 28% of the combined company.

The Offering
Securities offered $ aggregate principal amount of % notes
due ,$ aggregate principal amount
of % notes due , and
$ aggregate principal amount of % notes
due
Maturity dates The % notes due will mature
on .The % notes
due will mature on
The % notes due will mature
on
Interest payment dates and of each year,
commencing
Ranking The notes will be our unsecured obligations and will rank equally
with all our other unsecured and unsubordinated indebtedness.
The indenture does not restrict our ability to incur other debt.
Redemption The notes are not redeemable.
Sinking fund None.
Form and denomination of notes The notes of each series will initially be represented by one or

more global notes which will be deposited with a custodian for,
and registered in the name of a nominee of, The Depository Trust
Company, or DTC. Indirect holders trading their beneficial
interests in the global notes through DTC must trade in DTC's
same-day funds settlement system and pay in immediately
available funds. The notes may only be withdrawn from DTC in
the limited situations described below under "DESCRIPTION OF
THE NOTES Form and Denominations Definitive Notes."

5

SELECTED CONSOLIDATED HISTORICAL FINANCIAL DATA OF ANTHEM

The following table summarizes financial information for Anthem. We prepared this information using our unaudited consolidated financial
statements for the three-month periods ended March 31, 2002 and 2001 and our consolidated financial statements for each of the years in the
five-year period ended December 31, 2001, which have been audited by Ernst & Young LLP. You should read this information with our
unaudited and audited consolidated financial statements and notes, our management's discussion and analysis of financial condition and results
of operations and the unaudited pro forma combined financial information included elsewhere in this prospectus. In our opinion, the selected
financial data for the three-month periods ended March 31, 2002 and 2001 include all adjustments, consisting of only normal recurring
adjustments, necessary for a fair presentation of that data. The selected consolidated financial data do not necessarily indicate the results to be
expected in the future.

As of and for the As of and for the Year Ended December 31
Three Months
Ended March 31
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2002 2001 2001 20001 199912 1998 1997

(unaudited)

($ in Millions, Except Per Share Data)

Income Statement Data

Total operating revenue $ 27486 $ 24934 § 10,120.3 $ 85435 $ 6,080.6 $ 53897 $ 51100

Total revenues 2,812.4 2,560.5 10,444.7 8,771.0 6,270.1 5,682.4 53322

Income from continuing operations 99.8 70.6 3422 226.0 50.9 178.4 79.1

Net income (loss) 99.8 70.6 3422 226.0 44.9 1724 (159.0)
Per Share Data3

Basic income from continuing operations $ 097 $ 0.68 $ 331 § 219 $ 049 $ 173 $ 0.77

Diluted income from continuing operations 0.95 0.68 3.30 2.18 0.49 1.72 0.76

Other Data (unaudited)4

Operating revenue and premium equivalents® $ 37932 $ 3,390.1 $ 14,0574 $ 11,800.1 $ 86916 $ 79874 $  7,269.3
Operating gain (loss) 106.6 59.9 319.5 184.1 28.5 354 (82.2)
Benefit expense ratio 84.5% 85.2% 84.5% 84.7% 84.6% 83.0% 83.7%
Administrative expense ratio:

Calculated using operating revenue 18.4% 20.0% 19.6% 21.2% 24.2% 26.3% 26.6%

Calculated using operating revenue and

premium equivalents 13.3% 14.7% 14.1% 15.3% 16.9% 17.8% 18.7%
Operating margin 3.9% 2.4% 3.2% 2.2% 0.5% 0.7% (1.6)%
Members (000s)®

Midwest 5,070 4,760 4,854 4,454 4,253 4,046 4,345

East 2,292 2,186 2,260 2,093 1,397 968 916

West 809 662 769 595 486

Total 8,171 7,608 7,883 7,142 6,136 5,014 5,261
Balance Sheet Data
Total assets $ 64030 $§ 5893 $ 6,276.6 $ 57085 $ 48162 $ 43592 $ 41319
Long term debt 818.7 597.4 818.0 597.5 522.0 301.9 305.7
Total shareholders' equity” 2,126.0 1,980.9 2,060.0 1,919.8 1,660.9 1,702.5 1,524.7

(See footnotes on following page.)

The net assets and results of operations for BCBS-NH, BCBS-CO/NV and BCBS-ME are included from their respective acquisition dates of
October 27, 1999, November 16, 1999 and June 5, 2000.

The 1999 operating gain includes a non-recurring charge of $41.9 million related to the settlement agreement with the Office of Inspector General, or
OIG. Net income for 1999 includes contributions totaling $114.1 million ($71.8 million, net of tax) to non-profit foundations in the states of Kentucky,
Ohio and Connecticut to settle charitable asset claims.

There were no shares or dilutive securities outstanding prior to November 2, 2001 (date of demutualization and initial public offering). Accordingly,
amounts prior to 2002 represent pro forma earnings per share. For comparative pro forma earnings per share presentation, the weighted average shares
outstanding and the effect of dilutive securities for the period from November 2, 2001 to December 31, 2001 was used to calculate pro forma earnings
per share for all periods prior to 2002.

Operating gain (loss) consists of operating revenue less benefit and administrative expenses. The benefit expense ratio represents benefit expense as a
percentage of premium revenue. The administrative expense ratio represents administrative expense as a percentage of operating revenue and has also
been presented as a percentage of operating revenue and premium equivalents. Operating margin represents operating gain (loss) as a percentage of
operating revenue.
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Operating revenue and premium equivalents is a measure of the volume of business serviced by Anthem that is commonly used in the health benefits
industry to allow for a comparison of operating efficiency among companies. It is calculated by adding to premiums, administrative fees and other
revenue the amount of claims attributable to non-Medicare, self-funded health business where Anthem provides a complete array of customer service,
claims administration and billing and enrollment services. The self-funded claims included for the three months ended March 31, 2002 and 2001 were
$1,044.6 and $896.7, respectively, and for the years ended December 31, 2001, 2000, 1999, 1998 and 1997 were $3,937.1, $3,256.6, $2,611.0, $2,597.7
and $2,159.3, respectively.

Excludes TRICARE members of 419,000 at March 31, 2001 and 128,000, 129,000 and 153,000 at December 31, 2000, 1999, and 1998, respectively.
The TRICARE operations were sold on May 31, 2001.

Represents policyholders' surplus prior to November 2, 2001.

SELECTED UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION

The following selected unaudited pro forma combined financial information combines historical amounts of Anthem and Trigon, adjusted
to reclassify Trigon's information to Anthem's presentation format and to reflect the effects of the merger and the issuance of the notes offered
hereby. The table sets forth the information as if the notes had been issued and the merger had occurred on March 31, 2002, with respect to
balance sheet data, and at the beginning of the periods presented, with respect to income statement data. The pro forma data in the tables assume
that the merger is accounted for using the purchase method of accounting. The selected unaudited pro forma combined financial data has been
derived from and should be read in conjunction with the unaudited pro forma combined financial statements and the related notes included
elsewhere herein and should be read in conjunction with the consolidated financial statements of Anthem and Trigon, which are included
elsewhere herein. See "UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION."

The pro forma information, while helpful in illustrating the financial characteristics of the combined company under one set of
assumptions, should not be relied upon as being indicative of the results that could actually have been obtained if the notes had been issued and
the merger had been in effect for the periods described below or the future results of the combined company.

As of and for the

Three Months Ended For the Year Ended
March 31, 2002 December 31, 2001
($ in Millions)
Unaudited Pro Forma Combined Income Statement Data:
Total operating revenue $ 35754 $ 13,106.7
Total revenues 3,650.8 13,469.9
Net income 118.2 389.8
Unaudited Pro Forma Combined Balance Sheet Data:
Investments $ 5,810.7
Goodwill and other intangible assets 3,643.0
Total assets 11,720.5
Total policy liabilities 2,353.3
Long term debt, less current portion 1,968.7
Total shareholders' equity 4,995.3
8
RISK FACTORS

You should carefully consider the risks described below together with all of the other information in this prospectus before you decide to
buy the notes. If any of the following risks actually occur, our business, financial condition or results of operations could suffer. In that event, we
may be unable to meet our obligations under the notes and you may lose all or part of your investment.
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RISKS RELATING TO THE NOTES

Following this offering of notes, we will have substantial indebtedness outstanding and may incur additional indebtedness in the future.
As a holding company, Anthem will not be able to repay its indebtedness except through dividends from subsidiaries, some of which are
restricted in their ability under applicable insurance law to pay such dividends. Such indebtedness could also adversely affect our ability
to pursue desirable business opportunities.

Following this offering we will have substantial indebtedness outstanding and have available borrowing capacity under our
proposed amended and restated credit facility of up to $1.0 billion.

We may also incur additional indebtedness in the future. The terms of the indenture under which the notes are to be issued
will not prohibit us or our subsidiaries from incurring additional indebtedness. Additionally, the terms of the proposed
amended and restated credit agreement governing the credit facility will not prohibit us or our subsidiaries from incurring
additional indebtedness, subject to certain limitations. Our debt service obligations will require us to use a portion of our
cash flow to pay interest and principal on debt instead of for other corporate purposes, including funding future expansion. If
our cash flow and capital resources are insufficient to service our debt obligations, we may be forced to seek extraordinary
dividends from our subsidiaries, sell assets, seek additional equity or debt capital or restructure our debt. However, these
measures might be unsuccessful or inadequate in permitting us to meet scheduled debt service obligations.

As a holding company, Anthem has no operations and is dependent on dividends from its subsidiaries for cash to fund its
debt service and other corporate needs. State insurance laws restrict the ability of Anthem's regulated subsidiaries to pay
dividends. Indebtedness could also limit our ability to pursue desirable business opportunities, and may affect our ability to
maintain an investment grade rating for our indebtedness.

We may also incur future debt obligations that might subject us to restrictive covenants that could affect our financial and
operational flexibility. Our breach or failure to comply with any of these covenants could result in a default under our credit
agreements. If we default under our credit agreements, the lenders could cease to make further extensions of credit or cause
all of our outstanding debt obligations under our credit agreements to become immediately due and payable, together with
accrued and unpaid interest. If the indebtedness under the notes or our credit agreements is accelerated, we may be unable to
repay or finance the amounts due.

If we are unable to complete this offering or amend our existing credit facility, we expect to use short-term financing to fund our
acquisition of Trigon, the refinancing of which could restrict our operations and reduce our profitability and liquidity.

If we are unable to complete this offering or amend our existing credit facility prior to our acquisition of Trigon, we expect
to use borrowings under our bridge loan agreement, all of which must be repaid no later than January 28, 2003, requiring us
to seek refinancing from

banks or other third parties. We may be required to obtain refinancing on terms and at interest rates that are less favorable
than those under the bridge loan. Our inability to obtain refinancing on favorable terms could restrict our operations and
reduce our profitability and liquidity.

The notes will not be secured by any of our assets and any secured creditors would have a prior claim on our assets.

The notes will not be secured by any of our assets. The terms of the indenture permit us, and we expect that the terms of the
amended credit facility will permit us, to incur secured debt. If we become insolvent or are liquidated, or if payment under
any of the agreements governing our secured debt is accelerated, the lenders under our secured debt agreements will be
entitled to exercise the remedies available to a secured lender under applicable law and pursuant to agreements governing
that debt. Accordingly, the lenders will have a prior claim on our assets. In that event, because the notes will not be secured
by any of our assets, it is possible that there will be no assets remaining from which claims of the holders of notes can be
satisfied or, if any assets remain, the remaining assets might be insufficient to satisfy those claims in full. As of March 31,
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2002, we had no secured debt securities outstanding.

The notes are effectively subordinated to the indebtedness of our subsidiaries.

Because we operate as a holding company, our right to participate in any distribution of assets of any subsidiary upon that
subsidiary's dissolution, winding-up, liquidation, reorganization or otherwise (and thus the ability of the holders of the notes
to participate indirectly from the distribution) is subject to the prior claims of the creditors of that subsidiary, except to the
extent that we are a creditor of the subsidiary and our claims are recognized. Therefore, the notes will be effectively
subordinated to all indebtedness and other obligations of our subsidiaries. Our subsidiaries are separate legal entities and
have no obligations to pay, or make funds available for the payment of, any amounts due on the notes. The indenture
governing the notes does not prohibit or limit the incurrence of indebtedness and other liabilities by us or our subsidiaries.
The incurrence of additional indebtedness and other liabilities by us or our subsidiaries could adversely affect our ability to
pay obligations on the notes.

An active trading market for the notes may not develop.

There has not been an established trading market for the notes. We do not intend to apply for listing of the notes on any
securities exchange or for quotation through the National Association of Securities Dealers Automated Quotation system.
Although some of the underwriters have informed us that they currently intend to make a market in the notes, they have no
obligation to do so and may discontinue making a market at any time without notice. The liquidity of any market for the
notes will depend on the number of holders of the notes, our performance, the market for similar securities, the interest of
securities dealers in making a market in the notes and other factors. A liquid trading market may not develop for the notes.

10

RISKS RELATING TO THE BUSINESS OF ANTHEM, TRIGON AND THE COMBINED COMPANY

Changes in state and federal regulations may adversely affect our and Trigon's business, financial condition and results of operations.
As holding companies, we and Trigon are dependent on dividends from our subsidiaries. Our and Trigon's regulated subsidiaries are
subject to state regulations, including restrictions on the payment of dividends and maintenance of minimum levels of capital.

Our and Trigon's insurance and health maintenance organization, or HMO, subsidiaries are subject to extensive regulation
and supervision by the insurance regulatory authorities of each state in which they are licensed or authorized, as well as to
regulation by federal and local agencies. We cannot assure you that future regulatory action by state insurance authorities
will not have a material adverse effect on the profitability or marketability of our and Trigon's health benefits or managed
care products or on our and Trigon's business, financial condition and results of operations. In addition, because of our
participation in government-sponsored programs such as Medicare and both our and Trigon's participation in Medicaid,
changes in government regulations or policy with respect to, among other things, reimbursement levels, could also adversely
affect our and Trigon's business, financial condition and results of operations.

State legislatures and Congress continue to focus on health care issues. Congress is considering various forms of Patients'
Bill of Rights legislation which, if adopted, could fundamentally alter the treatment of coverage decisions under the
Employee Retirement Income Security Act of 1974, or ERISA. Additionally, there recently have been legislative attempts to
limit ERISA's preemptive effect on state laws. If adopted, such limitations could increase our and Trigon's liability exposure
and could permit greater state regulation of our and Trigon's operations. Other proposed bills and regulations at state and
federal levels may impact certain aspects of our and Trigon's business, including provider contracting, claims payments and
processing and confidentiality of health information. While we cannot predict if any of these initiatives will ultimately
become effective or, if enacted, what their terms will be, their enactment could increase our and Trigon's costs, expose us
and Trigon to expanded liability or require us and Trigon to revise the ways in which we and Trigon conduct business.
Further, as we continue to implement our e-business initiatives, uncertainty surrounding the regulatory authority and
requirements in this area may make it difficult to ensure compliance.

In December 2000, the Department of Health and Human Services, known as HHS, promulgated certain regulations under
the Health Insurance Portability and Accountability Act of 1996, or HIPAA, related to the privacy of individually

10
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identifiable health information, or protected health information. The new regulations require health plans, clearinghouses
and providers to:

comply with various requirements and restrictions related to the use, storage and disclosure of protected health
information;

adopt rigorous internal procedures to protect protected health information; and

enter into specific written agreements with business associates to whom protected health information is disclosed.
The regulations establish significant criminal penalties and civil sanctions for noncompliance. In addition, the regulations could
expose us and Trigon to additional liability for, among other things, violations by our business associates. We and Trigon must comply
with the new regulations by April 14, 2003. Although we have not quantified the costs required to comply with the regulations, we
believe the costs could be material.

11

We and Trigon are each holding companies whose assets include all of the outstanding shares of common stock of our
licensed insurance company subsidiaries. As holding companies, we and Trigon depend on dividends from our licensed
insurance company subsidiaries and their receipt of dividends from our other regulated subsidiaries. Among other
restrictions, state insurance laws may restrict the ability of regulated subsidiaries to pay dividends. Our ability to pay
dividends in the future to our shareholders and meet our obligations, including paying operating expenses and debt service
on our outstanding and future indebtedness, will depend upon the receipt of dividends from our subsidiaries. An inability of
our subsidiaries to pay dividends in the future in an amount sufficient for us to meet our financial obligations may materially
adversely affect our business, financial condition and results of operations.

Our and Trigon's insurance and HMO subsidiaries are subject to risk-based capital, or RBC, standards, imposed by their
states of domicile. These laws are based on the RBC Model Act adopted by the National Association of Insurance
Commissioners, or NAIC, and require our and Trigon's regulated subsidiaries to report their results of risk-based capital
calculations to the departments of insurance and the NAIC. Failure to maintain the minimum RBC standards could subject
our and Trigon's regulated subsidiaries to corrective action, including state supervision or liquidation. Our and Trigon's
insurance and HMO subsidiaries are currently in compliance with the risk-based capital requirements imposed by their
respective states of domicile.

Our and Trigon's inability to contain health care costs, efficiently implement increases in premium rates, maintain adequate reserves
for policy benefits, maintain current provider agreements or avoid a downgrade in ratings may adversely affect our and Trigon's
business, financial condition and results of operations.

Our and Trigon's profitability depends in large part on accurately predicting health care costs and on the ability to manage
future health care costs through underwriting criteria, utilization management, product design and negotiation of favorable
provider contracts. The aging of the population and other demographic characteristics and advances in medical technology
continue to contribute to rising health care costs. Government-imposed limitations on Medicare and Medicaid
reimbursement have also caused the private sector to bear a greater share of increasing health care costs. Changes in health
care practices, inflation, new technologies, the cost of prescription drugs, clusters of high cost cases, changes in the
regulatory environment and numerous other factors affecting the cost of health care may adversely affect our and Trigon's
ability to predict and manage health care costs, as well as our and Trigon's business, financial condition and results of
operations.

In addition to the challenge of managing health care costs, we and Trigon face pressure to contain premium rates. Our and
Trigon's customer contracts may be subject to renegotiation as customers seek to contain their costs. Alternatively, our and
Trigon's customers may move to a competitor to obtain more favorable premiums. Fiscal concerns regarding the continued
viability of programs such as Medicare and Medicaid may cause decreasing reimbursement rates for government-sponsored
programs in which we and Trigon participate. A limitation on our or Trigon's ability to increase or maintain premium levels
could adversely affect our and Trigon's business, financial condition and results of operations.
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The reserves we and Trigon establish for health insurance policy benefits and other contractual rights and benefits are based
upon assumptions concerning a number of factors, including trends in health care costs, expenses, general economic
conditions and other factors. Actual experience will likely differ from assumed experience, and to the extent the
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actual claims experience is less favorable than estimated based on our and Trigon's underlying assumptions, our and Trigon's
incurred losses would increase and future earnings could be adversely affected.

Our and Trigon's profitability is dependent upon our ability to contract on favorable terms with hospitals, physicians and
other health care providers. The failure to maintain or to secure new cost-effective health care provider contracts may result
in a loss in membership or higher medical costs. In addition, our or Trigon's inability to contract with providers, or the
inability of providers to provide adequate care, could adversely affect our and Trigon's business.

Claims paying ability and financial strength ratings by recognized rating organizations have become an increasingly
important factor in establishing the competitive position of insurance companies and health benefits companies. Rating
organizations continue to review the financial performance and condition of insurers. Each of the rating agencies reviews its
ratings periodically and there can be no assurance that current ratings will be maintained in the future. We believe our and
Trigon's strong ratings are an important factor in marketing our and Trigon's products to customers, since ratings information
is broadly disseminated and generally used throughout the industry. If our or Trigon's ratings are downgraded or placed
under surveillance or review, with possible negative implications, the downgrade, surveillance or review could adversely
affect our and Trigon's business, financial condition and results of operations. Our financial strength ratings reflect each
rating agency's opinion of our financial strength, operating performance and ability to meet our obligations to policyholders,
and are not evaluations directed toward the protection of investors in our common stock.

We and Trigon face risks related to litigation.

We and Trigon may be a party to a variety of legal actions that affect any business, such as employment and employment
discrimination-related suits, employee benefit claims, breach of contract actions, tort claims and intellectual property related
litigation. In addition, because of the nature of our business, we and Trigon are subject to a variety of legal actions relating to
our and Trigon's business operations, including the design, management and offering of our and Trigon's products and
services. These could include:

claims relating to the denial of health care benefits;

medical malpractice actions;

allegations of anti-competitive and unfair business activities;

provider disputes over compensation and termination of provider contracts;

disputes related to self-funded business;

disputes over co-payment calculations;

claims related to the failure to disclose certain business practices; and
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claims relating to customer audits and contract performance.

A number of class action lawsuits have been filed against us and certain of our competitors in the managed care business.
The suits are purported class actions on behalf of certain of our managed care members and network providers for alleged
breaches of various state and federal laws. While we intend to defend these suits vigorously, we will incur expenses in the
defense of these suits and cannot predict their outcome.
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Recent court decisions and legislative activity may increase our and Trigon's exposure for any of these types of claims. In
some cases, substantial non-economic, treble or punitive damages may be sought. We and Trigon currently have insurance
coverage for some of these potential liabilities. Other potential liabilities may not be covered by insurance, insurers may
dispute coverage or the amount of insurance may not be enough to cover the damages awarded. In addition, certain types of
damages, such as punitive damages, may not be covered by insurance and insurance coverage for all or certain forms of
liability may become unavailable or prohibitively expensive in the future.

A reduction in the enrollment in our and Trigon's health benefits programs could have an adverse effect on our and Trigon's business
and profitability. The health benefits industry is subject to negative publicity, which can adversely affect our and Trigon's profitability.
Additionally, we and Trigon face significant competition from other health benefits companies.

A reduction in the number of enrollees in our and Trigon's health benefits programs could adversely affect our and Trigon's
business, financial condition and results of operations. Factors that could contribute to a reduction in enrollment include:

failure to obtain new customers or retain existing customers;

premium increases and benefit changes;

our or Trigon's exit from a specific market;

reductions in workforce by existing customers;

negative publicity and news coverage;

failure to attain or maintain nationally-recognized accreditations; and

general economic downturn that results in business failures.

The health benefits industry is subject to negative publicity. Negative publicity may result in increased regulation and
legislative review of industry practices, which may further increase our and Trigon's costs of doing business and adversely
affect our and Trigon's profitability by:

adversely affecting our and Trigon's ability to market our and Trigon's products and services;

requiring us and Trigon to change our and Trigon's products and services; or
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increasing the regulatory burdens under which we and Trigon operate.
In addition, as long as we and Trigon use the BCBS names and marks in marketing our and Trigon's health benefits products and
services, any negative publicity concerning the BCBSA or other BCBSA licensees may adversely affect us and Trigon and the sale of
our and Trigon's health benefits products and services.

As a health benefits company, we and Trigon operate in a highly competitive environment and in an industry that is
currently subject to significant changes from business consolidations, new strategic alliances, legislative reform, aggressive
marketing practices by other health benefits organizations and market pressures brought about by an informed and organized
customer base, particularly among large employers. This environment has produced and will likely continue to produce
significant pressures on the profitability of health benefits companies. Some of our and Trigon's competitors are larger and
have greater financial and other resources. In addition, the Gramm-Leach-Bliley Act, which gives banks
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and other financial institutions the ability to affiliate with insurance companies, could result in new competitors with
significant financial resources entering our and Trigon's markets. We cannot assure you that we and Trigon will be able to
compete successfully against current and future competitors or that competitive pressures faced by us will not materially and
adversely affect our business, financial condition and results of operations.

Regional concentrations of our and Trigon's business may subject us and Trigon to economic downturns in those regions.

Our and Trigon's business operations include or consist of regional companies located in the Midwest, East and West (in the
case of Anthem), and in the Southeast (in the case of Trigon) with most of our and Trigon's revenues generated in the states
of Indiana, Kentucky, Ohio, Connecticut, New Hampshire, Maine, Colorado and Nevada (in the case of Anthem) and in the
Commonwealth of Virginia (in the case of Trigon). Due to this concentration of business in a small number of states, we and
Trigon are exposed to potential losses resulting from the risk of an economic downturn in these states. If economic
conditions in these states deteriorate, we and Trigon may experience a reduction in existing and new business, which may
have a material adverse effect on our and Trigon's business, financial condition and results of operations.

We have built a significant portion of our current business through mergers and acquisitions and expect to pursue acquisitions in the
future. The following are some of the risks associated with acquisitions that could have a material adverse effect on our business,
financial condition and results of operations:

some of the acquired businesses may not achieve anticipated revenues, earnings or cash flow;

we may assume liabilities that were not disclosed to us;

we may be unable to integrate acquired businesses successfully and realize anticipated economic, operational and other
benefits in a timely manner, which could result in substantial costs and delays or other operational, technical or financial
problems;

acquisitions could disrupt our ongoing business, distract management, divert resources and make it difficult to maintain our
current business standards, controls and procedures;

we may finance future acquisitions by issuing common stock for some or all of the purchase price, which could dilute the
ownership interests of our shareholders;

we may also incur additional debt related to future acquisitions; and
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we would be competing with other firms, many of which have greater financial and other resources, to acquire attractive
companies.
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Our and Trigon's investment portfolios are subject to varying economic and market conditions, as well as regulation. As a Medicare
fiscal intermediary, we are subject to complex regulations. If we fail to comply with these regulations, we may be exposed to criminal
sanctions and significant civil penalties. Moreover, we and Trigon are using the BCBS names and marks as identifiers for our and
Trigon's products and services under licenses from the BCBSA. The termination of these license agreements could adversely affect our
and Trigon's business, financial condition and results of operations.

The market value of our and Trigon's investments varies from time to time depending on economic and market conditions.
For various reasons, we and Trigon may sell certain of our investments at prices that are less than the carrying value of the
investments. In addition, in periods of declining interest rates, bond calls and mortgage loan prepayments generally increase,
resulting in the reinvestment of these funds at the then lower market rates. We cannot assure you that our and Trigon's
investment portfolios will produce positive returns in future periods. Our and Trigon's regulated subsidiaries are subject to
state laws and regulations that require diversification of our and Trigon's investment portfolios and limit the amount of
investments in certain riskier investment categories, such as below-investment-grade fixed income securities, mortgage
loans, real estate and equity investments, which could generate higher returns on our and Trigon's investments. Failure to
comply with these laws and regulations might cause investments exceeding regulatory limitations to be treated as
non-admitted assets for purposes of measuring statutory surplus and risk-based capital, and, in some instances, require the
sale of those investments.

Like a number of other BCBS companies, we serve as a fiscal intermediary for the Medicare program, which generally
provides coverage for persons who are 65 or older and for persons with end-stage renal disease. Part A of the Medicare
program provides coverage for services provided by hospitals, skilled nursing facilities and other health care facilities.

Part B of the Medicare program provides coverage for services provided by physicians, physical and occupational therapists
and other professional providers. As a fiscal intermediary, we receive reimbursement for certain costs and expenditures,
which is subject to adjustment upon audit by the federal Centers for Medicare and Medicaid Services, or CMS, formerly the
Health Care Financing Administration, or HCFA. The laws and regulations governing fiscal intermediaries for the Medicare
program are complex, subject to interpretation and can expose a fiscal intermediary to penalties for non-compliance. Fiscal
intermediaries may be subject to criminal fines, civil penalties or other sanctions as a result of such audits or reviews. In the
fourth quarter of 1999, one of our subsidiaries reached a settlement agreement with the federal government in the amount of
$41.9 million to resolve an investigation into the Medicare fiscal intermediary operations of a predecessor of the subsidiary.
The period investigated was before we acquired the subsidiary. While we believe that we are in compliance in all material
respects with the regulations governing fiscal intermediaries, there are ongoing reviews by the federal government of our
activities under certain of our Medicare fiscal intermediary contracts. One of our subsidiaries, AdminaStar Federal, Inc., has
received several subpoenas from the OIG, HHS, and from the U.S. Department of Justice seeking documents and
information concerning its responsibilities as a Medicare Part B contractor in its Kentucky office, and requesting certain
financial records from AdminaStar Federal, Inc. and from us related to our Medicare fiscal intermediary Part A and Part B
operations. For additional information, see "BUSINESS OF ANTHEM Other Contingencies."

We and Trigon are a party to license agreements with the BCBSA that entitle us and Trigon to the exclusive use of the
BCBS names and marks in our and Trigon's geographic territories. The license agreements contain certain requirements and
restrictions regarding
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our and Trigon's operations and our and Trigon's use of the BCBS names and marks, including:

minimum capital and liquidity requirements;
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enrollment and customer service performance requirements;

participation in programs which provide portability of membership between plans;

disclosures to the BCBSA relating to enrollment and financial conditions;

disclosures as to the structure of the BCBS system in contracts with third parties and in public statements;

plan governance requirements;

a requirement that at least 80% of a licensee's annual combined net revenue attributable to health benefits plans
within its service area must be sold, marketed, administered or underwritten under the BCBS names and marks;

a requirement that neither a plan nor any of its licensed affiliates may permit an entity other than a plan or a
licensed affiliate to obtain control of the plan or the licensed affiliate or to acquire a substantial portion of its assets
related to licensable services;

a requirement that we and Trigon guarantee the contractual and financial obligations of our and Trigon's licensed
affiliates; and

a requirement that we and Trigon indemnify the BCBSA against any claims asserted against us or Trigon resulting
from the contractual and financial obligations of any subsidiary which serves as a fiscal intermediary providing
administrative services for Medicare Parts A and B.

We believe that we and Trigon and our and Trigon's licensed affiliates are currently in compliance with these standards.

Upon the occurrence of an event causing termination of the license agreements, we and Trigon would no longer have the right to use
the BCBS names and marks in one or more of our and Trigon's geographic territories. Furthermore, the BCBSA would be free to issue
a license to use the BCBS names and marks in these states to another entity. Events which could cause the termination of a license
agreement with the BCBSA include failure to comply with minimum capital requirements imposed by the BCBSA, a change of
control or violation of the BCBSA ownership limitations on our and Trigon's capital stock, impending financial insolvency, the
appointment of a trustee or receiver or the commencement of any action against a licensee seeking its dissolution. We believe that the
BCBS names and marks are valuable identifiers of our and Trigon's products and services in the marketplace. Accordingly,
termination of the license agreements could have a material adverse effect on our and Trigon's business, financial condition and results
of operations.

The failure to effectively maintain and modernize our and Trigon's operations in an Internet environment could adversely affect our
and Trigon's business.

Our and Trigon's businesses depend significantly on effective information systems, and we and Trigon have many different
information systems for our and Trigon's various businesses. Our and Trigon's information systems require an ongoing
commitment of significant resources to maintain and enhance existing systems and develop new systems in order to keep
pace with continuing changes in information processing technology, evolving industry and regulatory standards, and
changing customer preferences. For example, HIPAA's
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administrative simplification provisions and the Department of Labor's claim processing regulations may ultimately require
significant changes to current systems. In addition, we and Trigon may from time to time obtain significant portions of our
and Trigon's systems-related or other services or facilities from independent third parties, which may make our and Trigon's
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operations vulnerable to such third parties' failure to perform adequately. As a result of our merger and acquisition activities,
we have acquired additional systems. Our and Trigon's failure to maintain effective and efficient information systems, or our
and Trigon's failure to efficiently and effectively consolidate our and Trigon's information systems to eliminate redundant or
obsolete applications, could have a material adverse effect on our and Trigon's business, financial condition and results of
operations.

Also, like many of our and Trigon's competitors in the health benefits industry, our vision for the future includes becoming a
premier e-business organization by modernizing interactions with customers, brokers, agents, employees and other
stakeholders through web-enabling technology and redesigning internal operations. We are developing our e-business
strategy with the goal of becoming widely regarded as an e-business leader in the health benefits industry. The strategy
includes not only sales and distribution of health benefits products on the Internet, but also implementation of advanced
self-service capabilities benefiting customers, agents, brokers, partners and employees. There can be no assurance that we
will be able to realize successfully our e-business vision or integrate e-business operations with our current method of
operations. The failure to develop successful e-business capabilities could result in competitive and cost disadvantages to us
as compared to our competitors.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This document contains a number of forward-looking statements, within the meaning of the Private Securities Litigation Reform Act of
1995, regarding the financial condition, results of operations and business of Anthem. These statements may include statements for the period
following the completion of the merger with Trigon. You can find many of these statements by looking for words such as "may," "will,"
"should," "anticipate," "estimate," "expect," "plan," "believe," "predict," "potential," "intend" or similar expressions. Health benefits companies
operate in a highly competitive, constantly changing environment that is significantly influenced by aggressive marketing and pricing practices
of competitors, regulatory oversight and organizations that have resulted from business combinations