Questions and Answers
About This Book
This Questions and Answers book is
designed to help you learn more about
this mailing and about our plan to convert
from a mutual insurance company to a
stock insurance company. This process
is known as “demutualization.”

If you would like more information, please
call our Demutualization Information Center
toll-free at 1-866-299-9628.
The Information Center is open Monday
through Friday at the following times:

Demutualization Information
General information about our proposed
demutualization is available by visiting our
website at www.Anthem.com.

Eastern Daylight Time

Eastern Standard Time
Central Daylight Time

9:00 a.m. – 6:00 p.m.

8:00 a.m. – 5:00 p.m.

Independent licensees of the Blue Cross and Blue Shield Association. ® Registered marks Blue Cross and Blue Shield Association.
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1. What is this mailing, and why is it important?
This mailing provides information about Anthem Insurance’s Plan of Conversion
and your rights under the Plan. It outlines our proposal to convert from a mutual
insurance company to a stock insurance company. This process is also known
as demutualization. As a Statutory Member of Anthem Insurance, you have the
right to vote on the Plan of Conversion. You may also be eligible to receive stock
or cash in the demutualization. That is why this mailing is important to you.
2. What is demutualization?
Demutualization, sometimes referred to as “the conversion,” is the process by
which a mutual insurance company (such as Anthem), which is owned by its
members, converts to a stock insurance company owned by shareholders.
3. What is the process for Anthem’s proposed demutualization?
On June 18, 2001, Anthem Insurance’s Board of Directors approved a Plan
of Conversion that calls for the company to convert from a mutual insurance
company to a stock insurance company. If the Plan of Conversion is approved
by our Statutory Members and the Indiana Insurance Commissioner, the fair
value of our company at the time of the conversion would be distributed to our
Eligible Statutory Members in the form of Anthem, Inc. common stock or cash,
and all membership interests in the company would be extinguished. (An
explanation of who is a Statutory Member and who is an Eligible Statutory
Member is included in Question 7 in this book.) At the same time, Anthem,
Inc., the proposed new holding company for our business, would conduct an
initial public offering of its common stock.
4. How does the Board of Directors recommend that I vote on the Plan?
Our Board of Directors, after careful study and advice from our financial,
legal and actuarial advisors, has unanimously approved the Plan of Conversion.
The Board recommends that Statutory Members vote "FOR" the Plan.
5. Does this affect my health insurance coverage?
No. Approval of our Plan of Conversion will not increase your premiums, or
change your health benefits or your choice of doctor.
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6. Why am I receiving this mailing?
You are receiving this mailing because you qualify as a "Statutory Member"
of Anthem Insurance. While not all of our members are "Statutory Members,"
we have determined that you are, and that you are eligible to vote on the Plan
of Conversion. Plus, if you are an Eligible Statutory Member on the effective
date of the Plan, you will be compensated for your loss of membership rights in
the form of common stock or cash.
7. What is meant by "Statutory Member" and “Eligible Statutory Member”?
How are they different from “member”?
"Member" is the term we use to describe any customer of Anthem. "Statutory
Member" refers to a member who, according to our Articles of Incorporation,
By-laws and records, has voting and other ownership rights in Anthem
Insurance. An "Eligible Statutory Member" is a Statutory Member who, under
the Plan of Conversion, meets the requirements to receive common stock or
cash in the demutualization.
While we have more than 7.5 million members (customers), only about
1 million of those are Statutory Members. The primary reason for this is that
Anthem is comprised of several different companies, built over time through
mergers and acquisitions, and members in different companies have different
legal rights.
As a mutual insurance company, our Statutory Members own the company.
Under Indiana law, the Statutory Members as of June 18, 2001 are eligible to
vote on the Plan of Conversion.
An Eligible Statutory Member will receive consideration (frequently
referred to as “compensation”) in the form of common stock or cash. To
be an Eligible Statutory Member:
• You must have been a Statutory Member on June 18, 2001;
• You must remain a Statutory Member on the date our Plan of Conversion
becomes effective (which is currently expected to be late in 2001), and
• You must have had continuous health benefits coverage from the same
company (either Anthem Insurance or one of its subsidiaries in Kentucky,
Ohio or Connecticut) without a break in coverage of more than one day
between those two dates.
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8. Why is Anthem considering conversion from a mutual insurance company
to a stock insurance company?
Conversion from a mutual insurance company to a stock insurance company
will give Anthem financial flexibility and greater access to capital markets,
enhancing our ability to continue to offer high quality products and services
to our customers.
Under Indiana law and the Plan of Conversion, we will be able to
distribute the fair value of the company to our Eligible Statutory Members in
the form of Anthem, Inc. common stock or cash, which would not be possible
if we remained a mutual insurance company.
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9. What do I need to do at this time?
This mailing contains:
• A letter from our Chairman and our President & Chief Executive Officer;
• This Questions and Answers book;
• An Instruction Guide;
• The Proxy Card, Taxpayer Identification Card, Stock Election Card and
Member Record Card; and
• The Member Information Statement (Parts 1 and 2), which includes a copy
of the Plan of Conversion, a description of the demutualization and your legal
rights, and business and financial information concerning Anthem.
Please read each part carefully so that you are fully informed about our
plans and your rights and opportunities. If you have any questions or would
like additional information, please visit our website at www.Anthem.com or
call our Demutualization Information Center toll-free at 1-866-299-9628.
You may vote "FOR" or "AGAINST" the Plan of Conversion now by
completing the enclosed Proxy Card (Card 1) and returning it in the
pre-addressed, postage-paid envelope. If you prefer, you may vote in person
at a Special Meeting of Statutory Members on Oct. 29, 2001, at Anthem’s
corporate headquarters, 120 Monument Circle, Indianapolis, Indiana.
You may also choose to be compensated in stock rather than cash by signing
the Stock Election Card (Card 3) and returning it in the same envelope.
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10. What does the process of converting to a stock insurance company involve?
Before Anthem Insurance can convert from a mutual insurance company to
a stock insurance company, the Plan of Conversion must be approved by our
Statutory Members, who may vote either by using the enclosed Proxy Card
(Card 1) or by attending the Special Meeting to be held on Oct. 29, 2001. The
Plan must also be approved by the Indiana Insurance Commissioner following
a public hearing which begins on October 2, 2001. In addition, filings with
the Securities and Exchange Commission and the U.S. Department of Labor
are required.
The Member Information Statement explains this process in greater detail.
A copy of the Plan of Conversion is contained in Part 1 of the Member
Information Statement.
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11. Who will receive compensation under the Plan of Conversion,
and what will they receive?
Eligible Statutory Members will receive compensation under the
Plan of Conversion. They will receive common stock or cash in exchange
for their membership interests in the company. All membership interests
will be extinguished.
The number of Eligible Statutory Members will likely include approximately
1 million customers covered under Anthem Insurance’s health plans, primarily
residing in Indiana, Kentucky, Ohio and Connecticut. However, not all of the
customers in these states will be eligible for payment.
To be an Eligible Statutory Member:
• You must have been a Statutory Member on June 18, 2001;
• You must remain a Statutory Member on the date our Plan of Conversion
becomes effective (which is currently expected to be late in 2001), and
• You must have had continuous health benefits coverage from the same
company (either Anthem Insurance or one of its subsidiaries in Kentucky,
Ohio or Connecticut) without a break in coverage of more than one day
between those two dates.
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12. What is the “membership interest” that I would be giving up?
In general, your membership interest is your ownership interest in Anthem
Insurance. Statutory Members are entitled to vote on matters submitted to them,
such as the election of directors of the company, and to be paid in cash, stock
or other consideration in the event of a demutualization (which is what you are
currently being asked to approve) or in the unlikely event that the company
would be dissolved.
13. Can I choose whether to receive stock or cash?
Yes, you may indicate your preference to receive either shares of Anthem,
Inc. common stock or cash. If you prefer to receive stock, sign the Stock
Election Card (Card 3) contained in this packet and return it to Anthem. Specific
instructions on filling out this card are contained in the Instruction Guide.
If you prefer to receive cash, do not fill out or return Card 3. However, please
keep in mind that there may not be enough cash to pay everyone who prefers it,
and many people who prefer cash may receive stock instead.
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14. How much stock or cash will I get?
Each Eligible Statutory Member will be allocated a fixed component
of 21 shares of Anthem, Inc. common stock, plus a variable component
depending on a number of factors, such as policy type and duration of
continuous coverage. You may find your estimated allocation on your
Member Record Card (Card 4). This allocation is an estimate only, and
the actual number of shares could be more or less than the amount shown.
Each share of Anthem, Inc. common stock is expected to be valued between
$25 and $45. If you receive cash rather than stock, and the average per-share
price of the stock for the first 20 days the stock is publicly traded exceeds
110% of the initial public offering price, your cash compensation will be
increased to reflect the increased value of the stock, up to an additional 10%
of the public offering price.
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15. When will I receive my stock or cash?
Anthem will make reasonable efforts to deliver either notification of the
registration of your stock or your cash payment not later than six weeks
following the effective date of the Plan of Conversion, unless the Indiana
Department of Insurance authorizes a longer period.
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16. If I receive stock, will I be able to sell it?
With the exception of a few large group Eligible Statutory Members (those
receiving 30,000 or more shares), you will be able to sell the stock in the
public market at any time after receiving notification that your stock has been
registered. You should receive this notification within six weeks after the
effective date of the conversion. We also will establish a commission-free sales
and purchase program between six months and one year from the effective date
of the Plan of Conversion. This program will allow shareholders with fewer than
100 shares of common stock to sell all of their shares at prevailing market prices
without paying sales commissions. Also, under this program, shareholders will be
able to purchase additional shares, commission-free, to round their holdings up
to 100 shares. A description of this program can be found in Part 1 of the
Member Information Statement.
17. Will I have to pay federal or state taxes if I receive stock?
You will not have to pay any federal or state taxes on your receipt of stock.
We have received the opinion of our tax advisor that, in general, for federal
income tax purposes, Eligible Statutory Members will not be taxed on the
receipt of common stock in the conversion. However, they will be subject to
federal income tax on the sale proceeds if they later choose to sell their stock.
This answer is a general guideline. You should consult your tax advisor to
determine the tax consequences of the Plan in your particular situation.
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18. Will I have to pay federal or state taxes if I receive cash?
You will have to pay federal and state taxes on the full amount of the cash
you receive in the year it is received. The full amount of cash will constitute
a long- or short-term capital gain, depending on how long you have held
your policy, subject to certain limitations. For more information, see “Tax
Consequences to Eligible Statutory Members–Eligible Statutory Members Who
Receive Cash Under the Plan” in Part 1 of the Member Information Statement.
This answer is a general guideline. You should consult your tax advisor to
determine the tax consequences of the Plan in your particular situation.
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19. When will the Plan of Conversion become effective?
We don’t know the exact date. For the Plan of Conversion to be effective all
appropriate regulatory approvals must be received and our Statutory Members
must approve the Plan of Conversion. We believe this will be completed by
the end of 2001.
20. Will Anthem Insurance’s name change?
No. Anthem will keep the name Anthem Insurance Companies, Inc.,
and we will continue to sell insurance products under the name
Anthem Blue Cross and Blue Shield.
21. Will management receive special stock options or stock plans
from the conversion?
Our senior executives and board members will not receive any special stock
options as a direct result of the conversion. Under the Plan of Conversion,
they may not be awarded any common stock or stock options until six months
following the effective date of the Plan. The exercise price of any options
offered at that time must be no less than the fair market value of the stock.
22. Will my health benefits change? Will I still be able to see my own doctor?
There will be no increase to your policy premium or change to your health
care benefits because of the Plan of Conversion. Approval of the Plan of
Conversion will not cause any change in your relationship with your doctor.
23. What happens if the Plan of Conversion is not approved?
If the Plan of Conversion is not approved, we will remain a mutual insurance
company, and there will be no distribution of stock or cash.
24. What should I do if I have more questions?
You can visit our website at www.Anthem.com to check the most recent
information on our demutualization. You can also call our Demutualization
Information Center toll-free at 1-866-299-9628. The Center is open from
9:00 a.m. - 6:00 p.m. Eastern Daylight Time (8:00 a.m. - 5:00 p.m. Eastern
Standard Time and Central Daylight Time).
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