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PART I

ITEM 1. FINANCIAL STATEMENTS
UnitedHealth Group
Condensed Consolidated Balance Sheets
(Unaudited)
September 30, December 31,

(in millions, except per share data) 2017 2016
Assets
Current assets:

Cash and cash eqUIVAIENLS ..............ccoiiiuiiiiiiiiiccce ettt ettt et ettt et ere e $ 16,269 $ 10,430

SHOTt-tEIM INVESIMENES ......e.vevieiiieteiiieeeteteeetet ettt ettt ettt ettt bbb et be bt se s e st et eseneneas 3,525 2,845

ACCOUNES TECEIVADIE, TNEL......ouiiiiiiiiiiiciceiie ettt e e et e et e e e e e eaaeesaaeeetaeesnseeenreeennaeeaneeas 8,638 8,152

Other current receivables, net 6,826 7,499

ASSEtS UNAET MANAZEIMENL............eovievieriereeeeeteeteeeeeteeteereereereeseeseeseeseesesseeseeseeseessessensensesesseeseeseessereeseens 3,082 3,105

Prepaid expenses and Other CUITENT ASSELS ........c.cc.everiireeiiiieieietetertetest et e et et ese s e ssesaesreereeseens 2,581 1,848
TOLAL CUITEIE ASSEES......eeuvieieeeeeeeee et et et e et e e et e et eeeat e e et e e st eeseateesaaeesaaeeseateesaaessaseesstessnseesaseesassessnneesaneas 40,921 33,879
LONG-tEIM INVESIMENLS ......c.oovivieeirieriereeteeteeteee et et e teeteeteereeseeseessesseeseeseeseeseeseeseessersensensenseeseessessereereeseens 27,703 23,868
Property, equipment and capitalized SOftWATE, NEL.........c.eceviriieieieieieieeseee e eeeas 6,562 5,901
Goodwill 53,402 47,584
Other iINtanGIDIE ASSELS, TEL ......c.ecveivierieriereeteete et et e et eteete e ere e eseeeeeseeseeseeseeseeseeseessensensenseeseessersereeseereens 8,457 8,541
(111153 G TS £SO 3,387 3,037
TOTAL ASSEES ...ttt ettt et et e et et e et e e e e e et e et eeaeeeaeeeae e s e e e e et e et e et e sateeateeaeeeateaeeeaeenesaeeeesnans $ 140,432 $ 122,810
Liabilities, redeemable noncontrolling interests and equity
Current liabilities:

Medical COSES PAYADIE ..........ovieeeeeeeceeeeeeeeeeeeee ettt e st an e eeenn $ 17,963 $ 16,391

Accounts payable and accrued Habilities.........c.ccovieieriiriiiiieeeeeceeeeceteetee ettt e e ereens 15,878 13,361

Commercial paper and current maturities of long-term debt............ccccceveviiiniciecieieeeeceeee 4,539 7,193

UNEAIMEA TEVEITUES ......eei it eeeiieee ettt eete e e e ettt e e eeaaa e e e s eaaaeeeeeaaeeessaaaeeeesesaseeesesassesessnteesesssneeessnnees 6,635 1,968

Other CUITENE LHADIIITIES .....eo.evieieieeeeeeeeeee ettt e e e et e e e eeeaeeeeaeeeeaeeeeeaeeseseeseseesseesaaeeeas 13,073 10,339
Total CUITENt LADIIIIES ......cveuieteieiieete ettt ettt st s et ne s e 58,088 49,252
Long-term debt, 1€SS CUITENt MATUIIEIES ........cceeieiiieirierietiete et et eeeee et et et eteeteeseessessessesessassesseereeseereans 24,723 25,777
FUture POLICY DENETILS .....ocviiviiiiiiiiiciceiececte ettt ettt ettt ettt et et et easeaseas e s e s e eseeseeseereeneenean 2,535 2,524
DEfeIred INCOMIE TAXES .....vveuieiieienirieteteertetete ettt et sttt et tete st e et esese s ssetesese s et en et esesenesesesentaeeseseaesseseneneesens 2,697 2,761
OhET THADIIIEIES. ...ttt ettt ettt e s et et e st e b e e e b et es e et e s e eb e s ese et enees e s eseebennesenes 2,909 2,307
Total liabilities 90,952 82,621
Commitments and contingencies (Note 8)
Redeemable noncONtrolling INEETESES..........cecieierieiieriectietiete ettt ettt et e sttt ere e seeasessessessessassesaeereeseeseans 2,170 2,012
Equity:

Preferred stock, $0.001 par value - 10 shares authorized; no shares issued or outstanding.................. — —

Common stock, $0.01 par value - 3,000 shares authorized; 969 and 952 issued and outstanding........ 10 10

Additional paid-in capital 1,801 —

ReEtaiNed CAIMINES.......ccueiiviiiiiiitiieiirieiete ettt ettt ettt se b se et e s seebeseesesseseebeseese s eseesessesesseseesesseseane 45,840 40,945

Accumulated other COMPIehensive 10SS..........ccueiiiiiiiiiiiiiiicicccteeee et erens (2,353) (2,681)

Nonredeemable NONCONIOIIING INTETEST........c.ocviiieiieiriitictietiete ettt ere vt ere et ereer et ere v eneeaeas 2,012 97)
TOTAL EQUILY ...eviveeviteeietiietet ettt ettt ettt ettt et se b e st ete b e se et e st eseeseseebesseseeseseebe s eseebeseesessesebessesesseseesessenenne 47,310 38,177
Total liabilities, redeemable noncontrolling interests and EqUILY ...........ccccveeirieieeeieieieriesiecre e e e eeeeeens $ 140,432 $ 122,810

See Notes to the Condensed Consolidated Financial Statements



UnitedHealth Group
Condensed Consolidated Statements of Operations

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,

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

PIOITHUITIS ..o e s e eee s e eeesees e eeeeenens $ 39,552 $ 36,142 $118,075 $107,366

PIOQUEES ..ottt ettt ettt et e ae et et eteete e eaeesnens 6,665 6,696 19,209 19,699

SEIVICES c.uvtvveurietietieeteeteete st etesteeaesteesbestsesse st s esseessesseessesseessenseesseseessesseeseas 3,858 3,264 11,089 9,673

Investment and other INCOME...........ccceeriiriirieieeeee e 247 191 725 567
TOtAl TEVEIUES ....e.vvevieeieiieeiieieeie ettt ettt ettt e be b et e sbeeseesbeesaesseesnesseeseesseeneas 50,322 46,293 149,098 137,305
Operating costs:

IMEAICAL COSES ..vivviiiiiiiiiieiieitieieete ettt ettt et et sb e s b e sbe b e esbesseesseereenns 32,201 29,040 96,829 87,342

OPETALING COSS ..venvrruieiieieriieieeteeteeteteeeesteeeestesaessesnaesseenaesseensesseensesseenes 7,387 7,033 21,737 20,584

Cost of Products SOIA .......cceriiiiiiiiiieeee e 6,068 6,125 17,633 18,108

Depreciation and amortization............c.ceceeererinenenenenienenteieeeeeeeenesnens 578 515 1,667 1,528
Total OPETALING COSES ...viuviuiiiiieiieiieieicet ettt sttt be e 46,234 42,713 137,866 127,562
Earnings from OPerations.........c..ccuecveeeirirenenenenineneneeteteteeeeeeeee e saen 4,088 3,580 11,232 9,743
INEETEST EXPEIISE.....cuvvenvterieterieeerteterteet ettt ettt ettt st et et et et seeteseeteneen (294) (269) (878) (799)
Earnings before inCome taxes ..........ccveeiereriererienieeie e 3,794 3,311 10,354 8,944
Provision fOr INCOME TAXES....c..eveeeieieiieiiriietteterie sttt ettt (1,233)  (1,333) (3,252) (3,579)
INEL CAITHIES ...vevvenveeieeienieiieiieetetietteeteee st etestessessestessessessessessessessesseseeseeseeseeseesensenns 2,561 1,978 7,102 5,365
Earnings attributable to noncontrolling interests ...........coecevecerecenecenerencreneneas (76) (10) (161) (32)
Net earnings attributable to UnitedHealth Group common shareholders............ $ 2,485 § 1,968 $ 6941 $ 57333
Earnings per share attributable to UnitedHealth Group common shareholders:  ~—

BaSIC et aaaaaaans $ 257 $ 207 $ 722 $ 5.60

DHIUEA oot § 251 § 203 $ 706 $ 551
Basic weighted-average number of common shares outstanding..........c..cc.c....... T 968 952 962 952
Dilutive effect of common share equivalents ............ccocevererereneieincnnencne 21 17 21 16
Diluted weighted-average number of common shares outstanding..................... 989 969 983 968
Anti-dilutive shares excluded from the calculation of dilutive effect of -

common Share eqUIVAIENLS .......c.ccceeiriririrerinieneseeeee et 1 1 6 3

Cash dividends declared per common share...........ccccooeevinieiinienincenceeeee, $ 0750 $ 0.625 $§ 2125 $ 1.750

See Notes to the Condensed Consolidated Financial Statements



UnitedHealth Group
Condensed Consolidated Statements of Comprehensive Income

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
(in millions) 2017 2016 2017 2016
INEE CAITIIES .....veveeveveteiieiieteiet et teteee ettt ese st esese st s ebesese s sesese s sesesessesesesensesesesensnas $ 2,561 $ 1,978 §$ 7,102 $ 5,365
Other comprehensive income (loss) :
Gross unrealized gains (losses) on investment securities during the period.... 44 2n 313 473
Income tax effect.........coooiiiiiiiiiiii (17) 7 (111) (173)
Total unrealized gains (losses), net 0f taX.........ccceevvveeriieieniecienieie e, 27 (14) 202 300
Gross reclassification adjustment for net realized gains included in net
CATTIIIIZS ....vvvieieeveeeteteetteeteeseeeteesseeeeesesseesseessesseessessaesseseessaseesseaseessesseessenss (10) (26) 5D 97)
Income tax effect..........ccoiiiiiiiiiiic e 4 9 19 35
Total reclassification adjustment, net of taX...........ccevveeienieciineecieceene, (6) (17) (32) (62)
Total foreign currency translation gains (10SS€S)........ccecvevveveriecienieneneeee 217 (69) 158 793
Other comprehensive income (10SS).......cccvivieriiiieriiiieieeieceeeeeee e 238 (100) 328 1,031
Comprehensive IMCOME ........cveueruiririirinenentententet ettt ettt b e se e 2,799 1,878 7,430 6,396
Comprehensive income attributable to noncontrolling interests..........c..c.coecceveneen. (76) (10) (161) (32)
Comprehensive income attributable to UnitedHealth Group common
SHATEROLAGTS ......eviiiiciiiciitcc ettt $ 2,723 § 1,868 § 7,269 $ 6,364

See Notes to the Condensed Consolidated Financial Statements



UnitedHealth Group
Condensed Consolidated Statements of Changes in Equity

(Unaudited)
Accumulated Other
Comprehensive (Loss)
Common Stock Income
Net Foreign
Unrealized Currency
Additional (Losses) Translation Nonredeemable
Paid-In Retained Gains on (Losses) Noncontrolling Total

(in millions) Shares Amount Capital Earnings Investments Gains Interest Equity
Balance at January 1,2017......... 952 $ 10 $ — $40945 $ 97) $ (2,584) § (97) $38,177
Net earnings.........cccceeveeeveereennnne. 6,941 120 7,061
Other comprehensive income..... 170 158 328
Issuances of common stock,

and related tax effects............. 24 — 2,156 2,156
Share-based compensation.......... 447 447
Common share repurchases......... (7 — (1,173) (1,173)
Cash dividends paid on common

ShAreS.......c.oveveeeeeeeeeeeeeean (2,046) (2,046)
Redeemable noncontrolling

interests fair value and other

adjustments.........cccceeveereennnne. 371 371
Acquisition of nonredeemable

noncontrolling interest ............ 2,111 2,111
Distribution to nonredeemable

noncontrolling interest ............ (122) (122)
Balance at September 30, 2017 .. 969 $ 10 $ 1,801 $45.840 $ 73 $ (2,426) $ 2,012 $47,310
Balance at January 1, 2016 ......... 953 ' § 10 § 29 $37,125 $ 56 $ (3,390) $ (105) $33,725
Adjustment to adopt ASU

2016-09 ..oovvereieeieeeeeeee 28 28
Net earnings.........cccceeeeeveeveennnnne. 5,333 31 5,364
Other comprehensive income..... 238 793 1,031
Issuances of common stock,
and related tax effects................ 8 — 187 187
Share-based compensation.......... 350 350
Common share repurchases......... 9) — (242) (875) (1,117)
Cash dividends paid on common

Shares......cooveeveeeieecieeeeeereenee. (1,666) (1,666)
Acquisition of redeemable

noncontrolling interest shares . (143) (143)
Redeemable noncontrolling

interests fair value and other

adjustments...........cccoevveereennnne. (181) (181)
Distribution to nonredeemable

noncontrolling interest ............ 24) (24)
Balance at September 30,2016.. 952 $ 10 $ — $39,945 $ 294§ (2,597) $ (98) $37,554

See Notes to the Condensed Consolidated Financial Statements



UnitedHealth Group
Condensed Consolidated Statements of Cash Flows

(Unaudited)
Nine Months Ended
September 30,

(in millions) 2017 2016
Operating activities
INEE BAITHIIES ...ttt ettt ettt et b et b st be s e st e b et bt e st e b e s e bt et es e eu e s eb e s e e ebe s st eaenenenenn $ 7,102 $ 5,365
Noncash items:

Depreciation and amOTtIZATION. ..........e.eueirreueuiririereeienieieereee ettt se ettt e s st se b et s eneseesaenes 1,667 1,528

Deferred INCOME AXES .......cviuiiiiiiiiiiiiciciii bbb (459) (405)

Share-based compensation 456 369

OBRET, NMEL ...ttt ettt st s bt b bt s ekt e b bt e bt sene st ne et 168 (68)
Net change in other operating items, net of effects from acquisitions and changes in AARP balances:

ACCOUNLS TECEIVADIC ...ttt ee (244) (580)

OBhET ASSELS ...t (763) (1,835)

MEdICal COSES PAYADIE.......ccueiuiiiitietiet ettt ettt b bbbttt e b et e b e s besbesbeesees b et e tenbenbeeneas 1,305 1,984

Accounts payable and other HHabilities .........c.coueiririiinieinieicc e 2,283 1,280

UNEAINEA TEVEIIUECS. .....veveeitiaietirteiietetet ettt ettt ettt ste st et et e bt ste st et et e bt eses e et e st es e seseebeneeseabeneebeneeseatenesaenseseanane 4,658 3,566
Cash flows from OPerating ACIVILIES ........c.ceruerieuirieiiiiieiiriei ettt sttt sttt sae e 16,173 11,204
Investing activities
PUIChases Of INVESIMENES .......c.oeveveuiririeieiiirieieirietete ettt ettt ettt b ettt a s ee (10,626) (12,231)
Sales of investments 2,809 4,422
MaAtUTTHES OF INVESTIMENLS ....cuveuiitieietietieiieiieie et e ste e eeee et et estetesbebesbesseeseeseeseessensensessensessesseesesseeneensensensensensenss 4,251 3,040
Cash paid for acquisitions, net of cash aSSUME.........c.oueeiriiieuiiireieiineeecr et e (908) (2,727)
Purchases of property, equipment and capitalized SOftWATrE............cociruiiririeiniiiiicree s (1,391) (1,220)
ORET, TIBL ...ttt ettt bbbt h et b et bttt b et b e et et be s e st et et be e st e bt bttt beeas (30) (25)
Cash flows used for INVESHING ACHIVILIES .......eueeriereueiiririereiriiieiitreteeere ettt ese et be e n s ee (5,895) (8,741)
Financing activities
COMMON SNATE TEPUICHASES .......veuveiiiteiiiiiteiiitet ettt ettt ettt ettt et b ettt be ettt e bt e s e e bt e bt saeseebenes (1,173) (1,117)
Cash divIAends PAI.........oveueiririeuiiriieiciecer ettt ettt ettt n e ee (2,046) (1,666)
Proceeds from common StOCK ISSUANCES. .......c..ceeueieuirieiiriiieiieictetee ettt ettt ettt st ns 604 387
Proceeds from issuance of 1ong-term debt..........ccevuieiiiiriiieieieieeee ettt enas 1,342 2,485
Repayments 0f IoNG-LeIIm AeDL........ccvueueuiriiieiiiririeciieectereere ettt ettt ee (2,867) (2,101)
(Repayments of) proceeds from commercial PAper, NEt............coueerueiriirieinieiinenieercee ettt (3,352) 693
Customer funds admMINISIETEA .........cceeiriiieieiiretee ettt ste sttt et et et e b e b e b eebe et e esessaeseensensensesensensens 3,659 1,249
OBRET, NMEL ...ttt ettt ettt ettt b etttk ekttt a ket e b bt e b bt s bkt b ettt b et n b s ee (624) (590)
Cash flows used for fINAnCINg ACHIVITIES .....c.cc.eoveuirieiiiiieiirieiite sttt ettt sttt (4,457) (660)
Effect of exchange rate changes on cash and cash equivalents............cccocecvirniniininiiicnc e 18 70
Increase in cash and cash equivalents.................... 5,839 1,873
Cash and cash equivalents, beginning of PEriod............cccoeiiiriiiiiiiince e 10,430 10,923
Cash and cash equivalents, end of PETIOd.........cc.eiriiiiiiiiiiniiii e $ 16,269 $ 12,796
Supplemental Schedule of Noncash Investing Activities

Common stock issued fOr ACQUISTEION ........coveuiriiiiiirieiiriciei ettt $ 2,164 $ —

See Notes to the Condensed Consolidated Financial Statements



UnitedHealth Group
Notes to the Condensed Consolidated Financial Statements
(Unaudited)

1. Basis of Presentation and Significant Accounting Policies

UnitedHealth Group Incorporated (individually and together with its subsidiaries, “UnitedHealth Group” and “the Company”)
is a diversified health and well-being company dedicated to helping people live healthier lives and helping make the health
system work better for everyone. Through its diversified family of businesses, the Company leverages core competencies in
advanced, enabling technology; health care data, information and intelligence; and clinical care management and coordination
to help meet the demands of the health system. These core competencies are deployed within the Company’s two distinct, but
strategically aligned, business platforms: health benefits operating under UnitedHealthcare and health services operating under
Optum.

The Company has prepared the Condensed Consolidated Financial Statements according to U.S. Generally Accepted
Accounting Principles (GAAP) and has included the accounts of UnitedHealth Group and its subsidiaries. The year-end
condensed consolidated balance sheet was derived from audited financial statements, but does not include all disclosures
required by GAAP. In accordance with the rules and regulations of the U.S. Securities and Exchange Commission (SEC), the
Company has omitted certain footnote disclosures that would substantially duplicate the disclosures contained in its annual
audited Consolidated Financial Statements. Therefore, these Condensed Consolidated Financial Statements should be read
together with the Consolidated Financial Statements and the Notes included in Part II, Item 8, “Financial Statements” in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2016 as filed with the SEC (2016 10-K). The
accompanying Condensed Consolidated Financial Statements include all normal recurring adjustments necessary to present the
interim financial statements fairly.

Use of Estimates

These Condensed Consolidated Financial Statements include certain amounts based on the Company’s best estimates and
judgments. The Company’s most significant estimates relate to estimates and judgments for medical costs payable and
revenues, valuation and impairment analysis of goodwill and other intangible assets and valuations of certain investments.
Certain of these estimates require the application of complex assumptions and judgments, often because they involve matters
that are inherently uncertain and will likely change in subsequent periods. The impact of any change in estimates is included in
earnings in the period in which the estimate is adjusted.

Revenues

The Company’s revenues include premium, product, and service revenues. Service revenues include net patient service
revenues that are recorded based upon established billing rates, less allowances for contractual adjustments, and are recognized
as services are provided. For more information about the Company’s revenues, see Notes 2 and 13 of Notes to the Consolidated
Financial Statements in Part II, Item 8, “Financial Statements” in the 2016 10-K. See Note 9 for disaggregation of revenue by
segment and type.

As of September 30, 2017, accounts receivables related to products and services were $3.5 billion. For the three and nine
months ended September 30, 2017, the Company had no material bad-debt expense and there were no material contract assets,
contract liabilities or deferred contract costs recorded on the Condensed Consolidated Balance Sheet as of September 30, 2017.

For the three and nine months ended September 30, 2017, revenue recognized from performance obligations related to prior
periods (for example, due to changes in transaction price), was not material.

Revenue expected to be recognized in any future year related to remaining performance obligations, excluding revenue
pertaining to contracts that have an original expected duration of one year or less, contracts where revenue is recognized as
invoiced and contracts with variable consideration related to undelivered performance obligations, is not material.

Health Insurance Industry Tax

The Patient Protection and Affordable Care Act (ACA) included an annual, nondeductible insurance industry tax (Health
Insurance Industry Tax) to be levied proportionally across the insurance industry for risk-based health insurance products. A
provision in the 2016 Federal Budget imposed a one year moratorium for 2017 on the collection of the Health Insurance
Industry Tax. The Company has experienced a lower effective income tax rate in 2017 as compared to 2016 primarily due to
the moratorium.

The remainder of the accounting policies disclosed in Note 2 of Notes to the Consolidated Financial Statements in Part II, [tem
8, “Financial Statements” in the 2016 10-K remain unchanged.



Recently Issued Accounting Standards

In February 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standard Update (ASU) No. 2016-02,
“Leases (Topic 842)” (ASU 2016-02). Under ASU 2016-02, an entity will be required to recognize assets and liabilities for the
rights and obligations created by leases on the entity’s balance sheet for both finance and operating leases. For leases with a
term of 12 months or less, an entity can elect to not recognize lease assets and lease liabilities and expense the lease over a
straight-line basis for the term of the lease. ASU 2016-02 will require new disclosures that depict the amount, timing and
uncertainty of cash flows pertaining to an entity’s leases. Companies are required to adopt the new standard using a modified
retrospective approach for annual and interim periods beginning after December 15, 2018. Early adoption of ASU 2016-02 is
permitted. When adopted, the Company does not expect ASU 2016-02 to have a material impact on its results of operations,
equity or cash flows. The impact of ASU 2016-02 on the Company’s consolidated financial position will be based on leases
outstanding at the time of adoption.

In January 2016, the FASB issued ASU 2016-01, “Financial Instruments - Overall (Subtopic 825-10): Recognition and
Measurement of Financial Assets and Financial Liabilities” (ASU 2016-01). The new guidance changes the current accounting
related to (i) the classification and measurement of certain equity investments, (ii) the presentation of changes in the fair value
of financial liabilities measured under the fair value option that are due to instrument-specific credit risk, and (iii) certain
disclosures associated with the fair value of financial instruments. Most notably, ASU 2016-01 requires that equity investments,
with certain exemptions, be measured at fair value with changes in fair value recognized in net income as opposed to other
comprehensive income. The new guidance is effective for annual and interim reporting periods beginning after December 15,
2017. As of September 30, 2017, based on equity securities held, the Company does not expect ASU 2016-01 to have a material
impact on its consolidated financial position, results of operations, equity or cash flows. The Company will continue to evaluate
any changes in its mix of investments or market conditions and the related impact of ASU 2016-01.

Recently Adopted Accounting Standards

In May 2014, the FASB issued ASU No. 2014-09, “Revenue from Contracts with Customers (Topic 606)” as modified by
subsequently issued ASUs 2015-14, 2016-08, 2016-10, 2016-12 and 2016-20 (collectively ASU 2014-09). ASU 2014-09
superseded existing revenue recognition standards with a single model unless those contracts are within the scope of other
standards (e.g., an insurance entity’s insurance contracts). The revenue recognition principle in ASU 2014-09 is that an entity
should recognize revenue to depict the transfer of goods or services to customers in an amount that reflects the consideration to
which the entity expects to be entitled in exchange for those goods or services. The Company early adopted the new standard
effective January 1, 2017, as allowed, using the modified retrospective approach. A significant majority of the Company’s
revenues are not subject to the new guidance. The adoption of ASU 2014-09 did not have a material impact on the Company’s
consolidated financial position, results of operations, equity or cash flows as of the adoption date or for the nine months ended
September 30, 2017. The Company has included the disclosures required by ASU 2014-09 above.

The Company has determined that there have been no other recently adopted or issued accounting standards that had, or will
have, a material impact on its Condensed Consolidated Financial Statements.



2. Investments

A summary of short-term and long-term investments by major security type is as follows:

Gross Gross
Amortized Unrealized Unrealized Fair
(in millions) Cost Gains Losses Value
September 30, 2017
Debt securities - available-for-sale:
U.S. government and agency obligations.................... 2,708 $ 3 9 24) $ 2,687
State and municipal obligations............ccccceeeeeenennce. 6,997 117 (20) 7,094
Corporate obligations...........cceeveeverieeeereeceereeeeseeennes 13,092 88 (26) 13,154
U.S. agency mortgage-backed securities..................... 3,946 13 (28) 3,931
Non-U.S. agency mortgage-backed securities............ 1,018 5 4 1,019
Total debt securities - available-for-sale............c.ccceeueunee. 27,761 226 (102) 27,885
EqUity SECUITHIES.....eoverviriirierierieieieeeiceteeeeei e 1,949 30 (38) 1,941
Debt securities - held-to-maturity:
U.S. government and agency obligations.................... 259 — — 259
State and municipal obligations............ccccceeevienennnn. 4 — — 4
Corporate obligations..........c.cceeverveniereenieneeenenenenne. 285 — — 285
Total debt securities - held-to-maturity............ccccceceevennee 548 — — 548
Total INVEStMENLS ......veveeeieiieeieieeiesieeeeeeeee e eee e eenens 30,258 $ 256 $ (140) $ 30,374
December 31, 2016
Debt securities - available-for-sale:
U.S. government and agency obligations ................... 2,294 § 1 $ 31 $ 2,264
State and municipal obligations...........cccceceeverercnnenne. 7,120 40 (101) 7,059
Corporate obligations...........cceveeereererieerieerieeseenens 10,944 41 (58) 10,927
U.S. agency mortgage-backed securities.................... 2,963 7 (43) 2,927
Non-U.S. agency mortgage-backed securities............ 1,009 3 (10) 1,002
Total debt securities - available-for-sale............c.ccccceueuen. 24,330 92 (243) 24,179
EqQUILY SECUITHES ...vveveveeietiietieetiieieeteeere et 2,036 52 47) 2,041
Debt securities - held-to-maturity:
U.S. government and agency obligations.................... 250 1 — 251
State and municipal obligations..........cccceceevererennenne. 5 — — 5
Corporate obligations..........c.ceeeruereenerierieneeieeeeeeee 238 — — 238
Total debt securities - held-to-maturity...........ccccceeveruenene 493 1 _ 494
Total INVESMENTS ...t 26,859 $ 145§ (290) $ 26,714

The amortized cost and fair value of debt securities as of September 30, 2017, by contractual maturity, were as follows:

Available-for-Sale Held-to-Maturity

Amortized Fair Amortized Fair
(in millions) Cost Value Cost Value
DUE 1N ONE YEAT O 1€SS ....euvivieiiiieriiieietestetetetet ettt $ 3650 $ 3651 $ 165 $ 165
Due after one year through five years ........c.cccecevevrinininninininnenccene 10,607 10,645 125 125
Due after five years through ten years .........cccccceeevieinniininininenere e 6,476 6,540 113 113
DUE AftET TEN YEATS.....eeuiriiriiriirtietiriertetctet ettt ettt se et aene 2,064 2,099 145 145
U.S. agency mortgage-backed SECUTTHES. ......cvevereeieireriiriinieneneniesie e 3,946 3,931 — —

Non-U.S. agency mortgage-backed securities ......................

Total deDt SECUTTHIES. .....veeieviieeeeiieceeee et

1,018 1,019 — —

$ 27885 § 548 § 548



The fair value of available-for-sale investments with gross unrealized losses by major security type and length of time that
individual securities have been in a continuous unrealized loss position were as follows:

Less Than 12 Months 12 Months or Greater Total
Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized
(in millions) Value Losses Value Losses Value Losses

September 30, 2017
Debt securities - available-for-sale:

U.S. government and agency obligations.. § 1,635 § an s 532§ 13) $ 2,167 § (24)

State and municipal obligations................. 1,910 (15) 429 5) 2,339 (20)
Corporate obligations...........ccceeeveevevennnnne. 3,958 (17) 496 9 4,454 (26)
U.S. agency mortgage-backed securities ... 2,233 (24) 146 @) 2,379 (28)
Non-U.S. agency mortgage-backed
SECUTTEIES ..unenrenieieeeieeieeiceiceie e 351 3) 49 1) 400 4)
Total debt securities - available-for-sale........... $ 10,087 $ (70) $ 1,652 $ 32§ 11,739 § (102)
Equity SECUTities .ccoooccovrrvivrriciirriirriccieree. $ 59§ (O S 97§ (3H'S 156 §  (39)
December 31, 2016 -
Debt securities - available-for-sale:
U.S. government and agency obligations.. $ 1,794 § 31§ — § — $ 1,794 % 31
State and municipal obligations................. 4,376 (101) — — 4,376 (101)
Corporate obligations.........c.cccceceeererennne 5,128 (56) 137 2) 5,265 (58)
U.S. agency mortgage-backed securities ... 2,247 (40) 79 3) 2,326 (43)
Non-U.S. agency mortgage-backed
SECUTTEIES ..uvneenreireeeeeieeieeiceieeie e 544 @) 97 3) 641 (10)
Total debt securities - available-for-sale............ $ 14,089 $ (235) $ 313 § &) $ 14402 $ (243)
Equity SECUTities .o $ 93§ (5) 91 $§  (42) S 184 § (47

The Company’s unrealized losses from all securities as of September 30, 2017 were generated from 9,000 positions out of a
total of 29,000 positions. The Company believes that it will collect the principal and interest due on its debt securities that have
an amortized cost in excess of fair value. The unrealized losses were primarily caused by interest rate increases and not by
unfavorable changes in the credit quality associated with these securities. At each reporting period, the Company evaluates
securities for impairment when the fair value of the investment is less than its amortized cost. The Company evaluated the
underlying credit quality and credit ratings of the issuers, noting no significant deterioration since purchase. As of September
30, 2017, the Company did not have the intent to sell any of the securities in an unrealized loss position. Therefore, the
Company believes these losses to be temporary.

The Company’s investments in equity securities consist of investments in Brazilian real denominated fixed-income funds,
employee savings plan related investments, venture capital funds, and dividend paying stocks. The Company evaluated its
investments in equity securities for severity and duration of unrealized loss, overall market volatility and other market factors.
Additionally, as of September 30, 2017, the Company’s investments included $854 million of equity method investments in
operating businesses in the health care sector.

3. Fair Value

Certain assets and liabilities are measured at fair value in the Condensed Consolidated Financial Statements or have fair values
disclosed in the Notes to the Condensed Consolidated Financial Statements. These assets and liabilities are classified into one
of three levels of a hierarchy defined by GAAP.

For a description of the methods and assumptions that are used to estimate the fair value and determine the fair value hierarchy
classification of each class of financial instrument, see Note 4 of Notes to the Consolidated Financial Statements in Part II, Item
8, “Financial Statements” in the 2016 10-K.



The following table presents a summary of fair value measurements by level and carrying values for items measured at fair
value on a recurring basis in the Condensed Consolidated Balance Sheets:

Quoted Prices Other Total
in Active Observable Unobservable Fair and
Markets Inputs Inputs Carrying

(in millions) (Level 1) (Level 2) (Level 3) Value
September 30, 2017
Cash and cash equivalents ............ccooceeririererereeeeeeee e $ 13462 $ 2,807 $ — $ 16,269
Debt securities - available-for-sale:

U.S. government and agency obligations ...........ccccevveveeveeneennen. 2,405 282 — 2,687

State and municipal obligations.........ccceceeeeererireneninenenenne — 7,094 — 7,094

Corporate Obligations..........coeevirierierierienienieieieeeeeene e 73 12,947 134 13,154

U.S. agency mortgage-backed SECUrities........ccecerererereneneenne. — 3,931 — 3,931

Non-U.S. agency mortgage-backed securities.........c..coccreruennene. — 1,019 — 1,019
Total debt securities - available-for-sale............ccccoceecnveniniinenenenne. 2,478 25,273 134 27,885
EqQUItY SECUITEIES ...vevervirtiteniereeteteteeeteteteie ettt 1,804 14 123 1,941
Assets under Management............eeveveeereeieieeeeeeeene et 763 2,319 — 3,082
Interest rate SWap aSSELS........ccevieiiiriiiiiieerceee e — 50 — 50
Total assets at fair value........c.ooerererieienieeee e $ 18,507 $ 30463 $ 257 $ 49,227
Percentage of total assets at fair value ........cccceceecevveninncninicncncnee 37% 62% 1% 100%
Interest rate swap Habilities .........c.ocvovvevieieieieieicieieeeeee e $ — 3 12 3 — 3 12
December 31, 2016
Cash and cash eqUIVAIENTS ...........ccivveririeeirieiiieieieeeee e $ 1038 $ 44 — $ 10,430
Debt securities - available-for-sale:

U.S. government and agency obligations .........cc.cecceeevenencnnennee 2,017 247 — 2,264

State and municipal obligations. .........cceceeeeeiriririnereieeesene — 7,059 — 7,059

Corporate 0bligations..........coevveruervenienienienieieieceeee e 21 10,804 102 10,927

U.S. agency mortgage-backed SECUrities ..........ecererererereneense. — 2,927 — 2,927

Non-U.S. agency mortgage-backed securities.........c..c.ccoeruennene. — 1,002 — 1,002
Total debt securities - available-for-sale............ccccocoevinvininincnennnne. 2,038 22,039 102 24,179
EqQUItY SECUITEIES .....eovervirviterierietetetetet ettt 1,591 13 437 2,041
Assets under Management........c..eeuereererienerienienieneee oo 1,064 2,041 — 3,105
Interest rate SWap aSSELS.......cccuevieviirienirieierreeeree e — 55 — 55
Total assets at fair value..........cooererereieeeeeeee e $ 15079 $ 24,192 $ 539  $§ 39,810
Percentage of total assets at fair value ...........cocccoeeniinicnicenne. 38% 61% 1% 100%
Interest rate swap LHabilities ............cocoveveieeieiieceeeeeeeeee e $ — 3 14 3 — 3 14

Transfers between levels, if any, are recorded as of the beginning of the reporting period in which the transfer occurs; there
were no transfers between Levels 1, 2 or 3 of any financial assets or liabilities during the nine months ended September 30,
2017 or 2016.
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The following table presents a summary of fair value measurements by level and carrying values for certain financial

instruments not measured at fair value on a recurring basis in the Condensed Consolidated Balance Sheets:

Quoted Prices Other
in Active Observable Unobservable Total Total
Markets Inputs Inputs Fair Carrying

(in millions) (Level 1) (Level 2) (Level 3) Value Value
September 30, 2017
Debt securities - held-to-maturity:

U.S. government and agency obligations............ $ 256 $ 398 — 259 $ 259

State and municipal obligations..............cccoeu...... — — 4 4 4

Corporate obligations ..........cccceeeerererenenennenne 17 1 267 285 285
Total debt securities - held-to-maturity ...................... $ 273 $ 4 3 271 $ 548 $ 548
OLRET ASSEES vveeeeeeeeeeeeeeeeee e eee e e e e s eseeeees $ — 3 477 $ — 3 477 % 475
Long-term debt and other financing obligations........ $ — $ 31,686 $ — $ 31,686 $ 28,959
December 31, 2016
Debt securities - held-to-maturity:

U.S. government and agency obligations............ $ 251 $ — 3 — 3 251 §$ 250

State and municipal obligations..........ccccceceeuee.e. — — 5 5 5

Corporate obligations........c.cccceceeerererenenenennen 20 210 238 238
Total debt securities - held-to-maturity ...................... $ 271 $ $ 215§ 494 § 493
OhET @SSELS ..vvveieieiiiieeeeeeeeeeeeeeeeeee e e e e e eeaaree e $ — $ 476 $ — 3 476 $ 471
Long-term debt and other financing obligations........ $ — $ 31,295 § — $ 31,295 § 29,337

Nonfinancial assets and liabilities or financial assets and liabilities that are measured at fair value on a nonrecurring basis are
subject to fair value adjustments only in certain circumstances, such as when the Company records an impairment. There were
no significant fair value adjustments for these assets and liabilities recorded during the nine months ended September 30, 2017

or 2016.

4. Other Current Receivables

The Company’s pharmacy care services businesses contract with pharmaceutical manufacturers, some of which provide rebates
based on use of the manufacturers’ products by the Company’s clients. As of September 30, 2017 and December 31, 2016, total
pharmaceutical manufacturer rebates receivable included in other receivables in the Condensed Consolidated Balance Sheets

amounted to $4.0 billion and $3.3 billion, respectively. See Note 2 of Notes to the Consolidated Financial Statements in Part II,
Item 8, “Financial Statements” in the 2016 10-K for more information on the Company’s pharmaceutical manufacturer rebates.
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5. Medical Costs Payable

The following table shows the components of the change in medical costs payable for the nine months ended September 30:

(in millions) 2017 2016
Medical costs payable, beginning Of Period ..........cceceeieriirierieierieere et $ 16391 §$§ 14,330
ACQUISIEIONS ...veuvieiveiieeieetiete et et e ettesteestesteestesteessesssessesssesseessasseessasseessasseessesssessesssessesssessasssesenssassenss 76 —
Reported medical costs:

CUITENE YEAT ...eeuttieitieeiie ettt ettt et ettt e bt e sat e e bt e sateea b e e sbteeabeesbeeeabee bt e sabeesstesateesbbesabeebeesnseenseens 97,519 87,532

PLIOT JEAIS ....vivieiiiitieieciteteett ettt ettt et e s vt et e teesteste e b e s teesseessesseessesseessesseessasseessasseensesseensenseas (690) (190)
Total reported MEICAl COSES ....euuiiuiiitiiiiiieie ettt s ee st be st e be e e naeens 96,829 87,342
Medical payments:

Payments fOr CUITENE YEAT..........ccooiiiiiiiiieiiie ettt saeesaesreenseeaeas (81,237) (72,092)

Payments fOr Prior YEAIS ........ccuieieiieiere ettt ettt ettt e et s neeneenean (14,096) (13,080)
Total MEICAL PAYIMENLS ....c.vievietieeiesieeieeieete st ete st et et et e eeaebeessesseessesseessesseessesseessesssessesssensenssensenns (95,333) (85,172)
Medical costs payable, end of PEriod.........ccooveuiiiiiiiiiiieieee et $ 17,963 § 16,500

For the nine months ended September 30, 2017, the medical cost reserve development was primarily driven by lower than
expected health system utilization levels. For the nine months ended September 30, 2016, no individual factors were
significant. Medical costs payable included reserves for claims incurred by insured customers but not yet reported to the

Company of $12.4 billion and $11.6 billion at September 30, 2017 and December 31, 2016, respectively.
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6. Commercial Paper and Long-Term Debt

Commercial paper and senior unsecured long-term debt consisted of the following:

September 30, 2017 December 31, 2016
Par Carrying Fair Par Carrying Fair

(in millions, except percentages) Value Value Value Value Value Value

COMMETCIAL PAPCT ...ttt ettt $ 304§ 303§ 303§ 3,633 § 3,633 § 3,633
Floating rate notes due January 2017.........cccccoeiniiinniinnicincene. — — — 750 750 750
6.000% notes due June 2017........ccoeevierieirinieieereeeeseee e — — — 441 446 450
1.450% notes due July 2017 .......c.ccovvvieievrieieieieieieieeee e — — — 750 750 751
1.400% notes due October 2017 ......c.ccovveerrieueinieieirineiceneeeceeeenenes 625 625 625 625 624 626
6.000% notes due November 2017 ......ccocevervreeininieeninieeirieiecneenenes 156 157 157 156 159 163
1.400% notes due December 2017.. 750 750 750 750 751 750
6.000% notes due February 2018.............ccoooiviiiiniiiiiiiiniciceae 1,100 1,102 1,118 1,100 1,107 1,153
1.900% notes due July 2018 .........c.c.coeeveeeeeereeeeeeeeeee e 1,500 1,498 1,504 1,500 1,496 1,507
1.700% notes due February 2019............cccceviereeirieieiieeieeeeeeeene 750 749 750 750 748 748
1.625% notes due March 2019...........coviiiiiniieees 500 501 499 500 501 498
2.300% notes due December 2019..........ccoevevirieininiecnnieeineeceeeenes 500 497 504 500 498 504
2.700% notes due July 2020 ..........cccoeuiuiruiiiieiieieeeieeeeeie e 1,500 1,496 1,530 1,500 1,495 1,523
3.875% notes due October 2020 .. 450 449 473 450 450 474
4.700% notes due February 2021..........ccocvuiuiviniiiininicininieicreeene 400 407 431 400 409 433
2.125% notes due March 2021...........ccoovvieueiniieinineernieceneeceeeenes 750 746 750 750 745 741
3.375% notes due November 2021 .........c.cccoevveueennieenniercrennecnnneenenes 500 497 520 500 497 519
2.875% notes due December 2021 .......ccoocevevirieininieeninieeineccseeienes 750 748 769 750 748 760
2.875% notes due March 2022.........c.cccceueuiueieuiuiieiinieicieieieieieicieeeenenes 1,100 1,063 1,125 1,100 1,057 1,114
3.350% notes due July 2022 ..........cccovuruiiruiieieiieieeeeeeeee e 1,000 996 1,044 1,000 995 1,030
0.000% notes due November 2022 ..........ccvvevieirerenieenenienieeeienieeenen 15 11 12 15 11 12
2.750% notes due February 2023.... 625 612 632 625 609 622
2.875% notes due March 2023...........ccouviiirimneinncinniecenecceeeaenes 750 771 765 750 771 753
3.750% notes due July 2025 .........coooiiiuiiiiiieeeeeeee e 2,000 1,987 2,122 2,000 1,986 2,070
3.100% notes due March 2026.............cccceueururuiierieeieieieeeeieeieieeeieea 1,000 995 1,012 1,000 994 986
3.450% notes due January 2027..........cccoerririeeinieieieee s 750 745 776 750 745 762
3.375% notes due April 2027..........c.ccoeevereeeeereeeeeeeeeeeeeee e 625 618 643 — — —
4.625% notes due July 2035 .........ccviiiriiiree s 1,000 991 1,146 1,000 991 1,090
5.800% notes due March 2036. 850 837 1,071 850 837 1,034
6.500% notes due June 2037.......ccoeueueiririeeninirieinieeeeee s 500 491 683 500 491 643
6.625% notes due November 2037 ......ccooeuevirirueininieeninieeeneieeeseeienes 650 641 903 650 640 850
6.875% notes due February 2038............cccoooiiiiiniiiiiiiiiccce 1,100 1,075 1,561 1,100 1,075 1,497
5.700% notes due October 2040 .........cooeeririeirireieeeeseeeeeeeee 300 296 383 300 296 366
5.950% notes due February 204 1..........cocevemieeinneennieeeneeeneeenenes 350 345 460 350 345 437
4.625% notes due November 2041 .......c.ccocevirieienncccnneininieccnenene 600 588 673 600 588 634
4.375% notes due March 2042.......c....ceeviveeninireiinnieeninecreeeene 502 483 543 502 483 509
3.950% notes due October 2042 .. 625 607 641 625 606 609
4.250% notes due March 2043...........cooeirinineinineereeeese e 750 734 801 750 734 765
4.750% notes due July 2045 ...........cooooeeeeeeeeeeeeeeeeeeeeeee e 2,000 1,972 2,310 2,000 1,972 2,203
4.200% notes due January 2047...........cccoeveerriereeinieesnieeee s 750 738 799 750 737 759
4.250% notes due April 2047..........cocoeeivieriiiereiiiereeeeees s 725 717 777 — — —
Total commercial paper and long-term debt.........cooovervirerrrieeerrinnen. $ 29,102 $ 28,838 $ 31,565 $§ 33,022 $§ 32,770 $ 34,728

In 2017, the Company repaid $926 million in debt assumed in the first quarter in connection with an acquisition. The
Company’s long-term debt obligations also included $424 million and $200 million of other financing obligations, of which
$104 million and $80 million were classified as current as of September 30, 2017 and December 31, 2016, respectively.
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Long-term Debt

In October 2017, the Company issued $4.0 billion of senior unsecured notes consisting of the following:

(in millions, except percentages) V]:;l:e

Floating rate notes due OCtODEr 2020)........c.coeruiririririrenieteet ettt ettt ettt sttt et et se et et ese et ene st eaeeueebeeues $ 300
1.950% notes dUE OCtODET 2020..........eeciiiiriieieeiie et eette ettt e eteeeteeebeeeteeeebeesreeeaseestseesseessseesseesssessseessseesseessseeseessseans 900
2.375% N0tes AUE OCLODET 2022.......cuiieiiiiiiieieeeiee ettt et ete e et e eete e eeteeeteeeveeetaeeseestseeaseesssseseessseenbeesaseensessaseeseenaseans 900
2.950% NOLES AUE OCLODET 2027 ......iiviieeieieiie ettt ettt e e et e e eeveeeteeeveeetaeeteeetaeeseeeasseseeeteeenseesaseenseestseeseenaneens 950
3.750% NOLES AUE OCLODET 2047 .......eeeeeeieeeeeeee e et e e e et e e et e e e eaeeeeetaeeeetaeeeaateeeesaeeeeaseeeesseseeseeeanseeean 950

Commercial Paper and Bank Credit Facilities

Commercial paper consists of short-duration, senior unsecured debt privately placed on a discount basis through broker-dealers.
As of September 30, 2017, the Company’s outstanding commercial paper had a weighted-average annual interest rate of 1.4%.

The Company has $3.0 billion five-year, $2.0 billion three-year and $1.0 billion 364-day revolving bank credit facilities with
23 banks, which mature in December 2021, December 2019 and December 2017, respectively. These facilities provide liquidity
support for the Company’s commercial paper program and are available for general corporate purposes. As of September 30,
2017, no amounts had been drawn on any of the bank credit facilities. The annual interest rates, which are variable based on
term, are calculated based on the London Interbank Offered Rate (LIBOR) plus a credit spread based on the Company’s senior
unsecured credit ratings. If amounts had been drawn on the bank credit facilities as of September 30, 2017, annual interest rates
would have ranged from 2.0% to 2.3%.

Debt Covenants

The Company’s bank credit facilities contain various covenants, including covenants requiring the Company to maintain a
defined debt to debt-plus-shareholders’ equity ratio of not more than 55%. The Company was in compliance with its debt
covenants as of September 30, 2017.

7. Shareholders' Equity

Dividends

In June 2017, the Company’s Board of Directors increased the Company’s quarterly cash dividend to shareholders to an annual
dividend rate of $3.00 per share from $2.50 per share, which the Company had paid since June 2016. Declaration and payment
of future quarterly dividends is at the discretion of the Board and may be adjusted as business needs or market conditions
change.

The following table provides details of the Company’s 2017 dividend payments:

Payment Date Amount per Share  Total Amount Paid
(in millions)
MaATCh 10, 2017 oottt ettt sttt ettt n et et e naeeneenneennas $ 0.625 §$ 596
JUNE 27, 2017 oottt st s 0.750 724
September 19, 2017 ....cc.ciiiiiiiiiiieeee s 0.750 726
8. Commitments and Contingencies
Legal Matters

Because of the nature of its businesses, the Company is frequently made party to a variety of legal actions and regulatory
inquiries, including demands, audits, class actions and suits brought by members, care providers, consumer advocacy
organizations, customers, shareholders and regulators, relating to the Company’s businesses, including management and
administration of health benefit plans and other services. These matters include medical malpractice, employment, intellectual
property, antitrust, privacy and contract claims and claims related to health care benefits coverage and other business practices.

The Company records liabilities for its estimates of probable costs resulting from these matters where appropriate. Estimates of
costs resulting from legal and regulatory matters involving the Company are inherently difficult to predict, particularly where
the matters: involve indeterminate claims for monetary damages or may involve fines, penalties or punitive damages; present
novel legal theories or represent a shift in regulatory policy; involve a large number of claimants or regulatory bodies; are in the
early stages of the proceedings; or could result in a change in business practices. Accordingly, the Company is often unable to
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estimate the losses or ranges of losses for those matters where there is a reasonable possibility or it is probable that a loss may
be incurred.

Litigation Matters

California Claims Processing Matter. On January 25, 2008, the California Department of Insurance (CDI) issued an Order to
Show Cause to PacifiCare Life and Health Insurance Company, a subsidiary of the Company, alleging violations of certain
insurance statutes and regulations related to an alleged failure to include certain language in standard claims correspondence,
timeliness and accuracy of claims processing, interest payments, care provider contract implementation, care provider dispute
resolution and other related matters. Although the Company believes that CDI had never before issued a fine in excess of $8
million, CDI advocated a fine of approximately $325 million in this matter. The matter was the subject of an administrative
hearing before a California administrative law judge beginning in December 2009, and in August 2013, the administrative law
judge issued a nonbinding proposed decision recommending a fine of $11.5 million. The California Insurance Commissioner
(Commissioner) rejected the administrative law judge’s recommendation and on June 9, 2014, issued his own decision
imposing a fine of approximately $174 million. On July 10, 2014, the Company filed a lawsuit in California state court
challenging the Commissioner’s decision. On September 8, 2015, in the first phase of that lawsuit, the California state court
issued an order invalidating certain of the regulations the Commissioner had relied upon in issuing his decision and penalty. On
September 21, 2017, the court entered a final ruling reversing all of the penalties imposed and remanding certain issues to the
Commissioner. The Company cannot reasonably estimate the range of loss, if any, that may result from this matter given the
procedural status of the dispute, the wide range of possible outcomes, the legal issues presented (including the legal basis for
the majority of the alleged violations), the inherent difficulty in predicting a regulatory fine in the event of a remand, and the
various remedies and levels of judicial review that remain available to the Company.

Government Investigations, Audits and Reviews

The Company has been involved or is currently involved in various governmental investigations, audits and reviews. These
include routine, regular and special investigations, audits and reviews by the CMS, state insurance and health and welfare
departments, the Brazilian national regulatory agency for private health insurance and plans (the Agéncia Nacional de Saude
Suplementar), state attorneys general, the Office of the Inspector General, the Office of Personnel Management, the Office of
Civil Rights, the Government Accountability Office, the Federal Trade Commission, U.S. Congressional committees, the U.S.
Department of Justice, the SEC, the Internal Revenue Service, the U.S. Drug Enforcement Administration, the Brazilian federal
revenue service (the Secretaria da Receita Federal), the U.S. Department of Labor, the Federal Deposit Insurance Corporation,
the Defense Contract Audit Agency and other governmental authorities. Certain of the Company’s businesses have been
reviewed or are currently under review, including for, among other matters, compliance with coding and other requirements
under the Medicare risk-adjustment model. CMS has selected certain of the Company’s local plans for risk adjustment data
validation (RADV) audits to validate the coding practices of and supporting documentation maintained by health care providers
and such audits may result in retrospective adjustments to payments made to the Company’s health plans.

On February 14, 2017, the Department of Justice (DOJ) announced its decision to pursue certain claims within a lawsuit
initially asserted against the Company and filed under seal by a whistleblower in 2011. The whistleblower’s complaint, which
was unsealed on February 15, 2017, alleges that the Company, along with a number of other Medicare Advantage plans, made
improper risk adjustment submissions and violated the False Claims Act. On March 24, 2017, DOJ intervened in a separate
lawsuit initially asserted against the Company and filed by a whistleblower in 2009 concerning risk adjustment submissions by
Medicare Advantage plans. On October 5, 2017, in one of the cases, the district court dismissed certain of DOJ’s claims with
prejudice, and dismissed all of DOJ’s remaining claims with leave to file a further amended complaint; on October 12, the DOJ
filed a notice of dismissal without prejudice of the case. The other case is now pending in the U.S. District Court for the Central
District of California. The Company cannot reasonably estimate the outcome that may result from these matters given their
current posture.

9. Segment Financial Information

The Company’s four reportable segments are UnitedHealthcare, OptumHealth, OptumlInsight and OptumRx. For more
information on the Company’s segments see Part I, Item I, “Business” and Note 13 of Notes to the Consolidated Financial
Statements in Part II, Item 8, “Financial Statements” in the 2016 10-K.

As of September 30, 2017, OptumHealth’s total assets were $26.1 billion as compared to $18.7 billion as of December 31,
2016. The increase was due to acquisitions, which increased goodwill by $5.1 billion during the nine months ended
September 30, 2017.
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The following tables present reportable segment financial information:

Optum

(in millions) UnitedHealthcare ~ OptumHealth ~ OptumlInsight ~ OptumRx Eli(n)lli);:::ms Optum CFo'l:po'ra‘g ol C dated
Three Months Ended September 30, 2017
Revenues - unaffiliated customers:

Premiums ........c.oceveeeeeecencenieneenceneens $ 38,576 ' $ 976 $ — 8 — 3 — $ 976 § — $ 39,552

Products.......c.ocueeeieieisieiinceseeneees — 10 29 6,626 — 6,665 — 6,665

SEIVICES .o 2,005 1,040 677 136 — 1,853 — 3,858
Total revenues - unaffiliated customers........ 40,581 2,026 706 6,762 — 9,494 — 50,075
Total revenues - affiliated customers............ — 3,138 1,297 9,186 (324) 13,297 (13,297) —
Investment and other income........................ 153 88 1 5 — 94 — 247
Total TEVENUES ........veveeieicieieeeee e $ 40,734 § 5252 § 2,004 $15953 $ (324) $22,885 § (13,297) $ 50,322
Earnings from operations...............c..co........ $ 2,391  $ 513§ 414 §$ 770 $ — $1697 $ — $ 4,088
Interest eXpense............coeveueuereueuereeerenenennns — — — — — — (294) (294)
Earnings before income taxes $ 2,391 $ 513§ 414 $ 770 $ — $ 1,697 $ (294) $ 3,794
Three Months Ended September 30, 2016
Revenues - unaffiliated customers:

PIemitums .........oooveveeereveeeeeereeerereseeenns $ 35,137 $ 1,005 $ — 3 — 3 — $ 1005 $ — $ 36,142

Products.... . — 12 30 6,654 — 6,696 — 6,696

SEIVICES ... 1,907 604 617 136 — 1,357 — 3,264
Total revenues - unaffiliated customers........ 37,044 1,621 647 6,790 — 9,058 — 46,102
Total revenues - affiliated customers............ — 2,656 1,177 8,445 (275) 12,003 (12,003) —
Investment and other income........................ 133 55 1 2 — 58 — 191
TOtal FEVENUES ... $ 37,177 ' $ 4332 $§ 1,825 $15237 $§ (275) $21,119 $ (12,003) $ 46,293
Earnings from operations.. . m $—404 W W $—— $1,_467 $—— m
INtETrESt EXPENSE. ...t — — — — — — (269) (269)
Earnings before income taxes....................... $ 2,113 $ 404 $ 371 $ 692 $ — $ 1467 $ (269) $ 3,311
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Optum

(in millions) UnitedHealthcare  OptumHealth  Optuminsight  OpumRx  Eliometons  Optum  iocragend ¢
Nine Months Ended September 30, 2017
Revenues - unaffiliated customers:
Premiums ......ooveeeeeeeeeeeeeeeeeeeen, $ 115295 $§ 2,780 $ — 3 — 3 — $2780 $ —  $118,075
Products.......c.ooveveeeeceerieinrenineseiene — 33 69 19,107 — 19,209 — 19,209
Services... 5,885 2,769 2,011 424 — 5,204 — 11,089
Total revenues - unaffiliated customers........ 121,180 5,582 2,080 19,531 — 27,193 — 148,373
Total revenues - affiliated customers........... — 9,294 3,757 27,196 (894) 39,353 (39,353) —
Investment and other income........................ 478 231 3 13 — 247 — 725
Total TEVENUES...........ooeieereierereeinieieianes $§ 121,658 $ 15,107 $ 5840 $46,740 $ (894) $66,793 $ (39,353) $149,098
Earnings from operations.................c.cco........ $ 6,736 $ 1,267 $ 1,080 $ 2,149 § — $449% § — $ 11,232
Interest €Xpense.......coecvvevveveerenieeeenieeenens — — - - - — (878) (878)
Earnings before income taxes........................ $ 6,736 $ 1267 $ 1,080 $ 2,149 $ — $ 449 $ 878) $ 10,354
Nine Months Ended September 30, 2016
Revenues - unaffiliated customers:
Premiums .........coeveeereerennencineinenenenne $ 104641 $ 2,725 § — $ — 5 — $2725 % —  $107,366
ProductS..........ooueeeieeieieieieeeeins 1 36 67 19,595 — 19,698 — 19,699
SEIVICES ... 5,569 1,813 1,862 429 — 4,104 — 9,673
Total revenues - unaffiliated customers........ 110,211 4,574 1,929 20,024 — 26,527 — 136,738
Total revenues - affiliated customers............ — 7,682 3,324 24,554 (806) 34,754 (34,754) —
Investment and other income....................... 422 139 1 5 — 145 — 567
Total TEVENUES ... $ 110,633 $ 12,395 § 5254 $44583 $ (806) $61,426 § (34,754) $137,305
Earnings from operations................c.ccco...... $ 5,909 $ 1,008 $ 950 $ 1,876 $ — $3834 $ — $ 9,743
INtErest EXPENSE. ......vvvvervevrereererrereeresnersenas — — — — — — (799) (799)
Earnings before income taxes...................... $ 5909 §$§ 1,008 $ 950 $ 1,876 $ — $383 3§ (799) $ 8,944
ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS

OF OPERATIONS

The following discussion should be read together with the accompanying Condensed Consolidated Financial Statements and
Notes and with our 2016 10-K, including the Consolidated Financial Statements and Notes in Part II, Item 8, “Financial
Statements” in that report. Unless the context indicates otherwise, references to the terms “UnitedHealth Group,” “we,” “our”
or “us” used throughout this Management’s Discussion and Analysis of Financial Condition and Results of Operations refer to

UnitedHealth Group Incorporated and its consolidated subsidiaries.

Readers are cautioned that the statements, estimates, projections or outlook contained in this Management's Discussion and
Analysis of Financial Condition and Results of Operations, including discussions regarding financial prospects, economic
conditions, trends and uncertainties contained in this Item 2, may constitute forward-looking statements within the meaning of
the Private Securities Litigation Reform Act of 1995 (PSLRA). These forward-looking statements involve risks and
uncertainties that may cause our actual results to differ materially from the results discussed or implied in the forward-looking
statements. A description of some of the risks and uncertainties is set forth in Part I, Item 1A, “Risk Factors” in our 2016 10-K
and in the discussion below.

EXECUTIVE OVERVIEW

General

UnitedHealth Group is a diversified health and well-being company dedicated to helping people live healthier lives and helping
make the health system work better for everyone. Through our diversified family of businesses, we leverage core competencies
in advanced, enabling technology; health care data; information and intelligence; and clinical care management and
coordination to help meet the demands of the health system. These core competencies are deployed within our two distinct, but
strategically aligned, business platforms: health benefits operating under UnitedHealthcare and health services operating under
Optum.
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Further information on our business is presented in Part I, Item 1, “Business” and Part II, Item 7, “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” in our 2016 10-K and additional information on our segments
can be found in this Item 2 and in Note 9 of Notes to the Condensed Consolidated Financial Statements included in Part I, Item
1 of this report.

Business Trends

Our businesses participate in the United States, Brazilian and certain other international health markets. In the United States,
health care spending has grown consistently for many years and comprises approximately 18% of gross domestic product. We
expect overall spending on health care to continue to grow in the future due to inflation, medical technology and
pharmaceutical advancement, regulatory requirements, demographic trends in the population and national interest in health and
well-being. The rate of market growth may be affected by a variety of factors, including macro-economic conditions and
regulatory changes, which have impacted and could further impact our results of operations.

Pricing Trends. To price our health care benefit products, we start with our view of expected future costs. We frequently
evaluate and adjust our approach in each of the local markets we serve, considering all relevant factors, such as product
positioning, price competitiveness and environmental, competitive, legislative and regulatory considerations.

The commercial risk market remains highly competitive in both the small group and large group segments. We expect broad-
based competition to continue as the industry adapts to individual and employer needs amid reform changes. A provision in the
2016 Federal Budget imposed a one year moratorium for 2017 on the collection of the Health Insurance Industry Tax. Pricing
for contracts that cover some portion of calendar year 2018 will reflect the impact of the returning Health Insurance Industry
Tax.

Medicare Advantage funding continues to be pressured, as discussed below in “Regulatory Trends and Uncertainties.”

Medical Cost Trends. Our medical cost trends primarily relate to changes in unit costs, health system utilization and
prescription drug costs. We endeavor to mitigate those increases with medical management. Our 2017 management activities
include managing costs across all health care categories, including specialty pharmacy spending, as new therapies are
introduced at high costs and older drugs experience price increases.

Regulatory Trends and Uncertainties

Following is a summary of management’s view of the trends and uncertainties related to Medicare Advantage rates. For
additional information regarding the ACA and other regulatory trends and uncertainties, see Part I, Item 1 “Business -
Government Regulation,” Item 1A, “Risk Factors” and Part II, Item 7, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” in our 2016 10-K.

Medicare Advantage Rates. Final 2018 Medicare Advantage rates resulted in an increase in industry base rates of
approximately 0.45%, well short of the industry forward medical cost trend of 3%, which creates continued pressure in the
Medicare Advantage program. The impact of this funding shortfall in Medicare Advantage is partially mitigated by reductions
in provider payments for those care providers with rates indexed to Medicare Advantage revenues or Medicare fee-for-service
payment rates. These factors can affect our plan benefit designs, pricing, growth prospects and earnings expectations for our
Medicare Advantage plans.

As provided in the ACA, our Medicare Advantage rates are currently enhanced by CMS quality bonuses in certain counties
based on our local plans’ Star ratings. The level of Star ratings from CMS, based upon specified clinical and operational
performance standards, will impact future quality bonuses. In addition, Star ratings affect the amount of savings a plan can use
to offer supplemental benefits, which ultimately may affect the plan’s membership and revenue. For the 2017 payment year,
approximately 80% of our Medicare Advantage members are in plans rated four stars or higher. We expect at least 85% of our
Medicare Advantage members will be in plans rated four stars or higher for payment year 2018. We continue to dedicate
substantial resources to advance our quality scores and Star ratings to strengthen our local market programs and further
improve our performance.
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SELECTED OPERATING PERFORMANCE AND OTHER SIGNIFICANT ITEMS

The following summarizes select third quarter 2017 year-over-year operating comparisons to third quarter 2016 and other 2017

significant items.

. Consolidated revenues grew 9%, UnitedHealthcare revenues grew 10% and Optum revenues grew 8%.

. UnitedHealthcare grew to serve an additional 1.0 million people.

. Earnings from operations increased 14%, including increases of 13% at UnitedHealthcare and 16% at Optum.
. The effective income tax rate decreased 780 basis points to 32.5%.

. Diluted earnings per common share increased 24%.

. Cash flows from operations for the nine months ended September 30, 2017 were $16.2 billion, aided by the September

receipt of our October CMS premium payment of $4.6 billion.
RESULTS SUMMARY

The following table summarizes our consolidated results of operations and other financial information:

Three Months Ended Nine Months Ended

(in millions, except percentages and per share September 30, Increase/(Decrease) September 30, Increase/(Decrease)
data) 2017 2016 2017 vs. 2016 2017 2016 2017 vs. 2016
Revenues:

Premiums .......oceeveveeiiinieecneeceereeeeeeene $ 39,552 $ 36,142 $ 3,410 9% $ 118,075 $ 107,366 $ 10,709 10%

Products........ccoeeueiiiiiiieciccccecceee 6,665 6,696 (€2))] — 19,209 19,699 (490) 2

SEIVICES ... 3,858 3,264 594 18 11,089 9,673 1,416 15

Investment and other income..........cccccenuennene 247 191 56 29 725 567 158 28
TOtal FEVENUES .....eveeieveneirieteeeie et 50,322 46,293 4,029 9 149,098 137,305 11,793 9
Operating costs:

Medical COSES ..ovvemiiriereieieieiirieiee e 32,201 29,040 3,161 11 96,829 87,342 9,487 11

Operating costs..... 7,387 7,033 354 5 21,737 20,584 1,153 6

Cost of products sold ... 6,068 6,125 57) (€))] 17,633 18,108 (475) 3)

Depreciation and amortization......................... 578 515 63 12 1,667 1,528 139 9
Total Operating CoStS .......covuevererueuererirrerererieeeereenenens 46,234 42,713 3,521 8 137,866 127,562 10,304 8
Earnings from operations...........c.coccveeeeneniecrenene. 4,088 3,580 508 14 11,232 9,743 1,489 15
INLEreSt EXPENSE.......uvvevvrrrrerererereiererererereeerenenenenens (294) (269) (25) 9 (878) (799) (79) 10
Earnings before income taxes .............ccccoeeueveuevennne 3,794 3,311 483 15 10,354 8,944 1,410 16
Provision for income taxes (1,233) (1,333) 100 ®) (3,252) (3,579) 327 ©)]
Net €arnings ........ccecevveeveivivieiririeirinieriseseeseeseas 2,561 1,978 583 29 7,102 5,365 1,737 32
Earnings attributable to noncontrolling interests....... (76) (10) (66) nm (161) (32) (129) nm
Net earnings attributable to UnitedHealth Group

common shareholders.............ccocoeviriericinierenennne. $§ 2485 § 1968 $ 517 26% $ 6,941 $§ 5333 § 1,608 30%
Diluted earnings per share attributable to - -

UnitedHealth Group common shareholders § 251 $ 203 § 048 24% $ 706 § 551 § 155 28%
Medical care ratio (@) .........ccovereeerereeeenrenieeneene 81.4% 80.3% 1.1% 82.0% 81.3% 0.7%
Operating CoSt Tatio.........ccvueuevirurueeririeeieieieeseenne 14.7 15.2 (0.5) 14.6 15.0 0.4)

Operating Margin ...........ccccceeeuereciceneceseeeennens 8.1 7.7 0.4 7.5 7.1 0.4
TaX TALE.....oviiiiiiccecc s 325 40.3 (7.8) 314 40.0 (8.6)
Net earnings margin (b) .......ccceccvevveverenereereniererennnnes 49 43 0.6 4.7 3.9 0.8
Return on equity (c) 22.5% 21.3% 1.2% 22.0% 19.9% 2.1%
nm = not meaningful
(a) Medical care ratio is calculated as medical costs divided by premium revenue.

(b) Net earnings margin attributable to UnitedHealth Group shareholders.
(c) Return on equity is calculated as annualized net earnings divided by average equity. Average equity is calculated using the equity balance at the end of
the preceding year and the equity balances at the end of each of the quarters in the year presented.
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2017 RESULTS OF OPERATIONS COMPARED TO 2016 RESULTS OF OPERATIONS

Consolidated Financial Results

Revenues

The increases in revenues were primarily driven by organic growth in the number of individuals served across our benefits
businesses and growth across all of Optum’s businesses. These increases were partially offset by revenue decreases due to
withdrawals of ACA-compliant products in the individual market and the effects of the Health Insurance Industry Tax
moratorium.

Medical Costs and Medical Care Ratio (MCR)

Medical costs increased due to risk-based membership growth and medical cost trends. The MCR increases were due to the
effects of the Health Insurance Industry Tax moratorium offset primarily by the reduction of individual ACA business and an
increase in favorable medical cost reserve development.

Income Tax Rate

Our effective tax rates decreased primarily due to the Health Insurance Industry Tax moratorium and higher tax benefits
resulting from an increase in share-based payment activity.

Reportable Segments

See Note 9 of Notes to the Condensed Consolidated Financial Statements included in Part I, Item 1 of this report for more
information on our segments. The following table presents a summary of the reportable segment financial information:

Three Months Ended Nine Months Ended
September 30, Increase/(Decrease) September 30, Increase/(Decrease)
(in millions, except percentages) 2017 2016 2017 vs. 2016 2017 2016 2017 vs. 2016
Revenues
UnitedHealthcare ..........ocooviininiiniiicne $ 40,734  $ 37,177 § 3,557 10% $121,658  $110,633  § 11,025 10%
OptumHealth..........ccccooiiiiiiiiiiiiiiie 5,252 4,332 920 21 15,107 12,395 2,712 22
OptumlInsight ... 2,004 1,825 179 10 5,840 5,254 586 11
OPUMRX ...t 15,953 15,237 716 5 46,740 44,583 2,157 5
Optum eliminations............ccccccveveiieiiciiiciciiicicnnne (324) (275) (49) 18 (894) (806) (88) 11
OPIUM ..o 22,885 21,119 1,766 8 66,793 61,426 5,367 9
ElmInations .........c.ccceeeeiieiiieiieceeceeeeieeennes (13,297) (12,003) (1,294) 11 (39,353) (34,754) (4,599) 13
Consolidated revenues .......c.c.ocueivriniiniinsisiiiineies $ 50,322 $ 46,293 $§ 4,029 9% $149,098  $137,305  $ 11,793 9%
Earnings from operations - - - -
UnitedHealthcare ...........cocoeeveneinencnccccceeee $ 27391 $ 2,113 $ 278 13% $ 6,736 $ 5909 § 827 14%
OptumHealth.........cooeieiiiriiieceee 513 404 109 27 1,267 1,008 259 26
OptumlInsight . 414 371 43 12 1,080 950 130 14
OPtUMRX ..o 770 692 78 11 2,149 1,876 273 15
OPIUIM ..o 1,697 1,467 230 16 4,496 3,834 662 17
Consolidated earnings from operations ...........c.ccccccue... $ 408 $ 3580 $ 508 14% $ 11,232 $§ 9,743 § 1,489 15%
Operating margin - - - -
UnitedHealthcare .............ccoveviiveniiircece 5.9% 5.7% 0.2% 5.5% 5.3% 0.2%
OptumHealth........c.cooeinniiiniiinneinecce 9.8 9.3 0.5 8.4 8.1 0.3
OptumInsight ... 20.7 20.3 0.4 18.5 18.1 0.4
OptumRXx.... 4.8 4.5 0.3 4.6 42 0.4
OPtUM ..o 7.4 6.9 0.5 6.7 6.2 0.5
Consolidated operating margin.............ccceceeveeererereeenne 8.1% 7.7% 0.4% 7.5% 7.1% 0.4%
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UnitedHealthcare

The following table summarizes UnitedHealthcare revenues by business:

Three Months Ended

Nine Months Ended

September 30, Increase/(Decrease) September 30, Increase/(Decrease)
(in millions, except percentages) 2017 2016 2017 vs. 2016 2017 2016 2017 vs. 2016
UnitedHealthcare Employer & Individual...... $ 13,054 § 13251  $ (197) % $ 38,759 § 39,580 $ (821) (2)%
UnitedHealthcare Medicare & Retirement ..... 16,306 13,927 2,379 17 49,605 42,286 7,319 17
UnitedHealthcare Community & State............ 9,378 8,312 1,066 13 27,505 24,303 3,202 13
UnitedHealthcare Global ............cccooveucinnnne 1,996 1,687 309 18 5,789 4,464 1,325 30
37,177 $ 3,557 10% $ 121,658 § 11,025 10 %

Total UnitedHealthcare revenues........... $ 40,734 §

110,633 §

The following table summarizes the number of individuals served by our UnitedHealthcare businesses, by major market

segment and funding arrangement:

September 30, Increase/(Decrease)
(in thousands, except percentages) 2017 2016 2017 vs. 2016
Commercial group:
RiSK-bDaSEd.....cceruiriiriiriiieieeiee e 7,805 7,265 540 7%
Fee-based ......ccooeivieirieiiceccee e 18,610 18,880 (270) (1)
Total commercial group.........c.cceceeeerirenienenenenenerenes 26,415 26,145 270 1
Individual ......ccooooiiiiiiiie 515 1,485 (970) (65)
Fee-based TRICARE..........cccooiriniiiniiiieneneeee 2,855 2,855 — —
Total commercial.........ccccoeeveverincninininicnincncneee 29,785 30,485 (700) 2)
Medicare Advantage...........cceeveeveriieeeriieieneeeeseeaennens 4,390 3,600 790 22
MediCaid.......covieeieirieieciieeeceeeee e 6,375 5,790 585 10
Medicare Supplement (Standardized) ..........cccceeveveeneeneee 4,415 4,245 170 4
Total public and SENIOT ......c.cccevererereneneninienieniennee 15,180 13,635 1,545 11
Total UnitedHealthcare - domestic medical.............. 44,965 44,120 845 2
International ............cccooieiiiiiiiee e 4,080 3,970 110 3
Total UnitedHealthcare - medical............c.ccoeneneee. 49,045 48,090 955 2%
Supplemental Data:
Medicare Part D stand-alone ...........c.ccocevevinenennnne. 4,945 4,945 — —%

Broad-based growth across group sizes and regions, led by gains in services to small groups, resulted in the overall increase in
people served through risk-based benefit plans in the commercial group market. Fee-based commercial group business declined
due to the non-renewal of one public sector customer. Membership in individual business decreased due to our reduced
participation in ACA-compliant products in 2017. Medicare Advantage increased year-over-year due to growth in people
served through individual and employer-sponsored group Medicare Advantage plans. Medicaid growth was driven by the
combination of new state-based awards and growth in established programs. Medicare Supplement growth reflected strong
customer retention and new sales.

UnitedHealthcare’s revenue increases were due to growth in the number of individuals served across its businesses and price
increases for underlying medical cost trends, which were partially offset by the reduction of people served in ACA-compliant
individual products and the impact of the Health Insurance Industry Tax moratorium.

The increase in UnitedHealthcare’s operating earnings was led by diversified growth and increased operating margin. The 2016
results included losses in ACA-compliant individual products.

Optum

Total revenues and operating earnings increased as each segment reported increased revenues and earnings from operations as a
result of the factors discussed below.
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The results by segment were as follows:

OptumHealth

Revenue and earnings from operations increased at OptumHealth primarily due to organic and acquisition-related growth in
care delivery.

OptumlInsight

Revenue and earnings from operations at OptumlInsight increased primarily due to growth in revenue management services and
business process services.

OptumRx

Revenue and earnings from operations at OptumRx increased primarily due to client and consumer growth. OptumRx fulfilled
321 million adjusted scripts in the third quarter of 2017 compared to 309 million in 2016.

LIQUIDITY, FINANCIAL CONDITION AND CAPITAL RESOURCES
Liquidity

Summary of our Major Sources and Uses of Cash and Cash Equivalents

Nine Months Ended Increase/
September 30, (Decrease)
(in millions) 2017 2016 2017 vs. 2016
Sources of cash:
Cash provided by operating aCtiVities...........ceeeueieirrieieirieieereeeeere et ere e e ene e $16,173 $11,204 $ 4,969
Issuances of commercial paper and long-term debt, net of repayments...................... — 1,077 (1,077)
Proceeds from common StOCK 1SSUANCES.........ccerverierieriieieiieieieete e 604 387 217
Customer funds adminiStETEd ........cc.ooovvviiiiiiiiiie et e e 3,659 1,249 2,410
TOtal SOUICES OF CASIL....eviiiieiie ettt e e e eee e e et e e e e e saeeean 20,436 13,917
Uses of cash:
Common StOCK TEPUICRASES ..........covieiiiriiiiiieeie ettt e (1,173)  (1,117) (56)
Cash paid for acquisitions, net of cash assumed.............ccccevvieciinieciinicciceec e, 908)  (2,727) 1,819
Purchases of investments, net of sales and maturities..........ccoceeveevvieeecriceece e, (3,566)  (4,769) 1,203
Repayments of commercial paper and long-term debt, net of issuances...................... (4,877) — (4,877)
Purchases of property, equipment and capitalized software............ccccoeevieeeeieeennnnnen. (1,391)  (1,220) (171)
Cash dividends Paid.........cccooiriririniieeee et (2,046)  (1,666) (380)
(071 3 RSOSSN (654) (615) (39)
Total USES OF CASN......oiiiiiciii ettt et e veeeaee e s (14,615) (12,114)
Effect of exchange rate changes on cash and cash equivalents ...............cccceevieviiiienennn, 18 70 (52)
Net increase in cash and cash eqUIVAIENLS .............c.ccoeveiiiiiiiiiiiiciecceeeeee e $ 5839 $ 1873 $ 3,966

2017 Cash Flows Compared to 2016 Cash Flows

Increased cash flows provided by operating activities were primarily driven by the September 2017 receipt of our October
CMS premium payment of $4.6 billion, higher net earnings and the year-over-year impact of the one-year moratorium on the
Health Insurance Industry Tax.

Other significant changes in sources or uses of cash year-over-year included 2017 net repayments of debt compared to 2016 net
proceeds from debt issuances, which were partially offset by increased customer funds administered primarily due to the
September receipt of our October CMS payment and a decrease in cash paid for acquisitions and net purchases of investments.

Financial Condition

As of September 30, 2017, our cash, cash equivalent and available-for-sale investment balances of $46.1 billion included $16.3
billion of cash and cash equivalents (of which $1.0 billion was available for general corporate use), $27.9 billion of debt
securities and $1.9 billion of investments in equity securities. Given the significant portion of our portfolio held in cash
equivalents, we do not anticipate fluctuations in the aggregate fair value of our financial assets to have a material impact on our
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liquidity or capital position. Our available-for-sale debt portfolio had a weighted-average duration of 3.3 years and a weighted-
average credit rating of “Double A” as of September 30, 2017. When multiple credit ratings are available for an individual
security, the average of the available ratings is used to determine the weighted-average credit rating.

Capital Resources and Uses of Liquidity

In addition to cash flows from operations and cash and cash equivalent balances available for general corporate use, our capital
resources and uses of liquidity are as follows:

Commercial Paper and Bank Credit Facilities. Our revolving bank credit facilities provide liquidity support for our
commercial paper borrowing program, which facilitates the private placement of unsecured debt through third-party broker-
dealers, and are available for general corporate purposes. For more information on our commercial paper and bank credit
facilities, see Note 6 of Notes to the Condensed Consolidated Financial Statements included in Part I, Item 1 of this report.

Our revolving bank credit facilities contain various covenants, including covenants requiring us to maintain a defined debt to
debt-plus-shareholders’ equity ratio of not more than 55%. As of September 30, 2017, our debt to debt-plus-shareholders’
equity ratio, as defined and calculated under the credit facilities, was approximately 37%.

Long-Term Debt. Periodically, we access capital markets and issue long-term debt for general corporate purposes, for example,
to meet our working capital requirements, to refinance debt, to finance acquisitions or for share repurchases. In October 2017,
we issued $4.0 billion in senior unsecured notes. We intend to use the net proceeds from this offering to repay commercial
paper borrowings, which were incurred for general corporate and working capital purposes, and for other general corporate
purposes, which may include redeeming or repurchasing outstanding securities or refinancing debt. For more information on
our long-term debt, see Note 6 of Notes to the Condensed Consolidated Financial Statements included in Part I, Item 1 of this
report.

Credit Ratings. Our credit ratings as of September 30, 2017 were as follows:

Moody’s Standard & Poor’s Fitch A.M. Best
Ratings Outlook Ratings Outlook Ratings Outlook Ratings Outlook
Senior unsecured debt.............. A3 Stable A+  Negative  A-  Negative® bbb+  Stable
Commercial paper.................... P-2 n/a A-1 n/a F1 n/a AMB-2 n/a

(a) In October 2017, Fitch affirmed our ratings and changed our outlook to Stable.

The availability of financing in the form of debt or equity is influenced by many factors, including our profitability, operating
cash flows, debt levels, credit ratings, debt covenants and other contractual restrictions, regulatory requirements and economic
and market conditions. For example, a significant downgrade in our credit ratings or adverse conditions in the capital markets
may increase the cost of borrowing for us or limit our access to capital.

Share Repurchase Program. During the nine months ended September 30, 2017, we repurchased 7 million shares at an
average price of $165.36 per share. As of September 30, 2017, we had Board authorization to purchase up to an additional 44
million shares of our common stock.

Dividends. In June 2017, our Board increased our quarterly cash dividend to shareholders to an annual dividend rate of $3.00
per share. For more information on our dividend, see Note 7 of Notes to the Condensed Consolidated Financial Statements
included in Part I, Item 1 of this report.

For additional liquidity discussion, see Note 10 of Notes to the Consolidated Financial Statements in Part II, Item 8, “Financial
Statements” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Part II, Item 7
in our 2016 10-K.
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CONTRACTUAL OBLIGATIONS AND COMMITMENTS

A summary of future obligations under our various contractual obligations and commitments as of December 31, 2016 was
disclosed in our 2016 10-K. During the nine months ended September 30, 2017, there were no material changes to this
previously disclosed information outside the ordinary course of business. However, we continually evaluate opportunities to
expand our operations, including through internal development of new products, programs and technology applications and
acquisitions.

RECENTLY ISSUED ACCOUNTING STANDARDS

See Note 1 of Notes to the Condensed Consolidated Financial Statements in Part I, Item 1 of this report for a discussion of new
accounting pronouncements that affect us.

CRITICAL ACCOUNTING ESTIMATES

In preparing our Condensed Consolidated Financial Statements, we are required to make judgments, assumptions and
estimates, which we believe are reasonable and prudent based on the available facts and circumstances. These judgments,
assumptions and estimates affect certain of our revenues and expenses and their related balance sheet accounts and disclosure
of our contingent liabilities. We base our assumptions and estimates primarily on historical experience and consider known and
projected trends. On an ongoing basis, we re-evaluate our selection of assumptions and the method of calculating our estimates.
Actual results, however, may materially differ from our calculated estimates and this difference would be reported in our
current operations.

Our critical accounting estimates include medical costs payable, revenues, goodwill and other intangible assets and valuations
of certain investments. For a detailed description of our critical accounting estimates, see “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” in Part II, Item 7 in our 2016 10-K. For a detailed discussion of our
significant accounting policies, see Note 2 of Notes to the Consolidated Financial Statements in Part II, Item 8, “Financial
Statements” in our 2016 10-K.

FORWARD-LOOKING STATEMENTS

The statements, estimates, projections, guidance or outlook contained in this document include “forward-looking” statements
within the meaning of the PSLRA. These statements are intended to take advantage of the “safe harbor” provisions of the
PSLRA. Generally the words “believe,” “expect,” “intend,” “estimate,” “anticipate,” “forecast,” “outlook,” “plan,” “project,”
“should” and similar expressions identify forward-looking statements, which generally are not historical in nature. These
statements may contain information about financial prospects, economic conditions and trends and involve risks and
uncertainties. We caution that actual results could differ materially from those that management expects, depending on the
outcome of certain factors.

9 ¢ 2 <

Some factors that could cause actual results to differ materially from results discussed or implied in the forward-looking
statements include: our ability to effectively estimate, price for and manage our medical costs, including the impact of any new
coverage requirements; new laws or regulations, or changes in existing laws or regulations, or their enforcement or application,
including increases in medical, administrative, technology or other costs or decreases in enrollment resulting from U.S.,
Brazilian and other jurisdictions’ regulations affecting the health care industry; our ability to maintain and achieve
improvement in CMS star ratings and other quality scores that impact revenue; reductions in revenue or delays to cash flows
received under Medicare, Medicaid and other government programs, including the effects of a prolonged U.S. government
shutdown or debt ceiling constraints; changes in Medicare, including changes in payment methodology, the CMS star ratings
program or the application of risk adjustment data validation audits; cyber-attacks or other privacy or data security incidents;
failure to comply with privacy and data security regulations; regulatory and other risks and uncertainties of the pharmacy
benefits management industry; competitive pressures, which could affect our ability to maintain or increase our market share;
changes in or challenges to our public sector contract awards; our ability to execute contracts on competitive terms with
physicians, hospitals and other service providers; failure to achieve targeted operating cost productivity improvements,
including savings resulting from technology enhancement and administrative modernization; increases in costs and other
liabilities associated with increased litigation, government investigations, audits or reviews; failure to manage successfully our
strategic alliances or complete or receive anticipated benefits of acquisitions and other strategic transactions, fluctuations in
foreign currency exchange rates on our reported shareholders’ equity and results of operations; downgrades in our credit
ratings; the performance of our investment portfolio; impairment of the value of our goodwill and intangible assets if estimated
future results do not adequately support goodwill and intangible assets recorded for our existing businesses or the businesses
that we acquire; failure to maintain effective and efficient information systems or if our technology products do not operate as
intended; and our ability to obtain sufficient funds from our regulated subsidiaries or the debt or capital markets to fund our
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obligations, to maintain our debt to total capital ratio at targeted levels, to maintain our quarterly dividend payment cycle or to
continue repurchasing shares of our common stock.

This list of important factors is not intended to be exhaustive. We discuss certain of these matters more fully, as well as certain
risk factors that may affect our business operations, financial condition and results of operations, in our other periodic and
current filings with the SEC, including our annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on
Form 8-K. Any or all forward-looking statements we make may turn out to be wrong, and can be affected by inaccurate
assumptions we might make or by known or unknown risks and uncertainties. By their nature, forward-looking statements are
not guarantees of future performance or results and are subject to risks, uncertainties and assumptions that are difficult to
predict or quantify. Actual future results may vary materially from expectations expressed or implied in this document or any of
our prior communications. You should not place undue reliance on forward-looking statements, which speak only as of the date
they are made. We do not undertake to update or revise any forward-looking statements, except as required by applicable
securities laws.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We manage exposure to market interest rates by diversifying investments across different fixed income market sectors and debt
across maturities, as well as by endeavoring to match our floating-rate assets and liabilities over time, either directly or through
the use of interest rate swap contracts. Unrealized gains and losses on investments in available-for-sale securities are reported
in comprehensive income.

The following table summarizes the impact of hypothetical changes in market interest rates across the entire yield curve by 1%
point or 2% points as of September 30, 2017 on our investment income and interest expense per annum, and the fair value of
our investments and debt (in millions, except percentages):

September 30, 2017

Investment Interest
Income Per Expense Per Fair Value of Fair Value of
Increase (Decrease) in Market Interest Rate Annum (a) Annum (a) Financial Assets (b) Financial Liabilities
2 %o oo $ 383§ 174§ (1,953) $ (4,005)
Lo 192 87 (990) (2,169)
G (192) (87) 950 2,580
6 TSSO @11) (107) 1,618 5,619
(a) Given the low absolute level of short-term market rates on our floating-rate assets and liabilities as of September 30, 2017, the assumed hypothetical
change in interest rates does not reflect the full 200 basis point reduction in interest expense as the rate cannot fall below zero.
(b) As of September 30, 2017, some of our investments had interest rates below 2% so the assumed hypothetical change in the fair value of investments
does not reflect the full 200 basis point reduction.
ITEM 4. CONTROLS AND PROCEDURES

EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

We maintain disclosure controls and procedures as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act
of 1934 (Exchange Act) that are designed to provide reasonable assurance that information required to be disclosed by us in
reports that we file or submit under the Exchange Act is (i) recorded, processed, summarized and reported within the time
periods specified in SEC rules and forms; and (ii) accumulated and communicated to our management, including our principal
executive officer and principal financial officer, as appropriate to allow timely decisions regarding required disclosure.

In connection with the filing of this quarterly report on Form 10-Q, management evaluated, under the supervision and with the
participation of our Chief Executive Officer and Chief Financial Officer, the effectiveness of the design and operation of our
disclosure controls and procedures as of September 30, 2017. Based upon that evaluation, our Chief Executive Officer and
Chief Financial Officer concluded that our disclosure controls and procedures were effective at the reasonable assurance level
as of September 30, 2017.

CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTING

There have been no changes in our internal control over financial reporting during the quarter ended September 30, 2017 that
have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART I1. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

A description of our legal proceedings is included in and incorporated by reference to Note 8 of Notes to the Condensed
Consolidated Financial Statements contained in Part I, Item 1 of this report.

ITEM 1A. RISK FACTORS

In addition to the other information set forth in this report, you should carefully consider the factors discussed in Part I, Item
1A, “Risk Factors” of our 2016 10-K, which could materially affect our business, financial condition or future results. The risks
described in our 2016 10-K are not the only risks facing us. Additional risks and uncertainties not currently known to us or that
we currently deem to be immaterial also may materially adversely affect our business, financial condition and/or future results.

There have been no material changes to the risk factors disclosed in our 2016 10-K.

ITEM 2. UNREGISTERED SALE OF EQUITY SECURITIES AND USE OF PROCEEDS

In November 1997, our Board of Directors adopted a share repurchase program, which the Board evaluates periodically. There
is no established expiration date for the program. During the third quarter 2017, we repurchased approximately 0.7 million
shares at an average price of $194.67 per share. As of September 30, 2017, we had Board authorization to purchase up to 44
million shares of our common stock.

In August 2017, we issued 1.5 million shares of our common stock in consideration of the acquisition of all of the outstanding
shares of a private company. The sale of these securities was exempt from registration pursuant to Section 4(a)(2) of the
Securities Act of 1933, as amended.
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ITEM 6. EXHIBITS**

The following exhibits are filed or incorporated by reference herein in response to Item 601 of Regulation S-K. The Company
files Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K pursuant to the
Securities Exchange Act of 1934 under Commission File No. 1-10864.

3.1 Certificate of Incorporation of UnitedHealth Group Incorporated (incorporated by reference to Exhibit 3.1 to the
Company’s Registration Statement on Form 8-A/A filed on July 1, 2015)

3.2 Bylaws of UnitedHealth Group Incorporated, effective August 15, 2017 (incorporated by reference to Exhibit 3.1
to the Company’s Current Report on Form 8-K filed on August 16, 2017)

4.1  Senior Indenture, dated as of November 15, 1998, between United HealthCare Corporation and The Bank of New
York (incorporated by reference to Exhibit 4.1 to the Company's Registration Statement on Form S-3/A, SEC File
Number 333-66013, filed on January 11, 1999)

4.2 Amendment, dated as of November 6, 2000, to Senior Indenture, dated as of November 15, 1998, between
UnitedHealth Group Incorporated and The Bank of New York (incorporated by reference to Exhibit 4.1 to the
Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2001)

4.3 Instrument of Resignation, Appointment and Acceptance of Trustee, dated January 8, 2007, pursuant to the Senior
Indenture, dated as of November 15, 1998, amended November 6, 2000, among UnitedHealth Group Incorporated,
The Bank of New York and Wilmington Trust Company (incorporated by reference to Exhibit 4.3 to the
Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2007)

4.4 Indenture, dated as of February 4, 2008, between UnitedHealth Group Incorporated and U.S. Bank National
Association (incorporated by reference to Exhibit 4.1 to the Company’s Registration Statement on Form S-3, SEC
File Number 333-149031, filed on February 4, 2008)

*10.1  Summary of Non-Management Director Compensation effective as of August 15, 2017

*10.2  Amendment to Employment Agreement, effective as of August 16, 2017, between United Healthcare Services, Inc.
and David Wichmann

*10.3 Amendment to Employment Agreement, effective as of August 15, 2017, between United Healthcare Services, Inc.
and Larry Renfro

12.1 Computation of Ratio of Earnings to Fixed Charges
31.1  Certifications pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
32.1 Certifications pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

101 The following materials from UnitedHealth Group Incorporated’s Quarterly Report on Form 10-Q for the quarter
ended September 30, 2017 filed on November 7, 2017, formatted in XBRL (eXtensible Business Reporting
Language): (i) Condensed Consolidated Balance Sheets, (ii) Condensed Consolidated Statements of Operations,
(iii) Condensed Consolidated Statements of Comprehensive Income, (iv) Condensed Consolidated Statements of
Changes in Equity, (v) Condensed Consolidated Statements of Cash Flows, and (vi) Notes to the Condensed
Consolidated Financial Statements.

* Denotes management contracts and compensation plans in which certain directors and named executive officers
participate and which are being filed pursuant to Item 601(b)(10)(iii)(A) of Regulation S-K.

**  Pursuant to Item 601(b)(4)(iii) of Regulation S-K, copies of instruments defining the rights of certain holders of long-
term debt are not filed. The Company will furnish copies thereof to the SEC upon request.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.

UNITEDHEALTH GROUP INCORPORATED

/s/ DAVID S. WICHMANN Chief Executive Officer Dated: November 7, 2017
David S. Wichmann (principal executive officer)
/s/ JOHN F. REX Executive Vice President and Dated: November 7, 2017

Chief Financial Officer

John F. Rex (principal financial officer)
/s/ THOMAS E. ROOS Senior Vice President and Dated: November 7, 2017
Thomas E. Roos Chief Accounting Officer

(principal accounting officer)
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