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the filing fee is calculated and state how it was determined):
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(5) Total fee paid:

Fee paid previously with preliminary materials.

Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for which the offsetting fee
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701 Cool Springs Blvd
Franklin, Tennessee 37067
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
Stockholders of Healthways, Inc.:

The Annual Meeting of Stockholders of Healthways, Inc., a Delaware corporation (the Company ), will be held at the Franklin Marriott Cool
Springs, 700 Cool Springs Boulevard, Franklin, Tennessee, 37067 at 9:00 a.m., Central time, on Thursday, May 31, 2012, for the following
purposes:

(@))] To elect five (5) directors, one (1) of which to hold office for a term of two (2) years or until his successor has been elected
and qualified and four (4) of which to hold office for a term of three (3) years or until their successors have been elected and
qualified;

(2)  To consider and act upon an advisory vote to approve executive compensation as disclosed in this Proxy Statement;

(3)  To ratify the appointment of Ernst & Young LLP as the Company s independent registered public accounting firm for fiscal
2012;

(4)  To consider and act upon a stockholder proposal regarding declassification of the Company s Board of Directors; and

(5)  To transact such other business as may properly come before the meeting, or any adjournment or postponement thereof.
In accordance with Securities and Exchange Commission rules, we are mailing to many of our stockholders a Notice of Internet Availability
instead of a paper copy of the Proxy Statement and our 2011 Annual Report. The Notice of Internet Availability contains instructions on how
stockholders can access the proxy documents over the Internet as well as how stockholders can receive a paper copy of our proxy materials,
including the Proxy Statement, the 2011 Annual Report and a form of proxy card. The Proxy Statement and form of proxy accompanying this
notice are being furnished to stockholders on or about April 20, 2012. Only stockholders of record at the close of business on April 4, 2012 are
entitled to notice of and to vote at the meeting or any adjournment or postponement thereof.

Your attention is directed to the Proxy Statement accompanying this notice for a more complete statement regarding the matters to be acted upon
at the meeting.

We hope very much that you will be able to attend the meeting. If you do not plan to attend the meeting in person, you are requested to
complete, sign and date the proxy card and return it promptly or to vote by toll-free telephone or internet as described in the proxy card.

By Order of the Board of Directors,
John W. Ballantine

Chairman
April 20, 2012
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HEALTHWAYS, INC.
701 Cool Springs Boulevard
Franklin, Tennessee 37067
PROXY STATEMENT
FOR ANNUAL MEETING OF STOCKHOLDERS
Thursday, May 31, 2012

The proxy is solicited by the Board of Directors (the Board ) on behalf of Healthways, Inc. for use at the Annual Meeting of Stockholders to be
held on Thursday, May 31, 2012, at 9:00 a.m., Central time, at the Franklin Marriott Cool Springs, 700 Cool Springs Boulevard, Franklin,
Tennessee, 37067, and at all adjournments or postponements thereof, for the purposes set forth in the foregoing Notice of Annual Meeting of
Stockholders. In accordance with Securities and Exchange Commission rules, we are mailing to many of our stockholders a Notice of Internet
Availability instead of a paper copy of the Proxy Statement and our 2011 Annual Report. The Notice of Internet Availability contains
instructions on how stockholders can access the proxy documents over the Internet as well as how stockholders can receive a paper copy of our
proxy materials, including the Proxy Statement, the 2011 Annual Report and a form of proxy card. Copies of this Proxy Statement, the attached
notice and the form of proxy are being furnished to stockholders on or about April 20, 2012.

In addition to solicitations by mail or internet, certain of our directors, officers and employees, without additional remuneration, may solicit
proxies by telephone, facsimile, email and personal interviews, but may reimburse brokerage firms and others for their reasonable expenses in
forwarding solicitation material to beneficial owners. We will bear all costs of this solicitation, including expenses in connection with preparing,
assembling and furnishing this Proxy Statement.

In the election of directors, you may vote FOR all of the nominees or your vote may be to  WITHHOLD AUTHORITY with respect to one or
more of the nominees. If you WITHHOLD AUTHORITY it will have no effect on the outcome of this proposal.

For the advisory vote to approve executive compensation, the ratification of the appointment of Ernst & Young LLP, and the vote on the
stockholder proposal regarding declassification of the Board, you may vote FOR, AGAINST or ABSTAIN. Ifyou ABSTAIN, it will have the
same effect as a vote  AGAINST these proposals.

Shares represented by such proxies will be voted in accordance with the choices specified thereon. If you sign your proxy card without giving
specific voting instructions, the shares represented by such proxies will be voted FOR the election of the director nominees set forth under
Proposal No. 1, FOR the advisory approval of executive compensation set forth under Proposal No. 2, FOR the ratification of the appointment of
Ernst & Young LLP as the independent registered public accounting firm for fiscal 2012 set forth under Proposal No. 3, and AGAINST the
stockholder proposal set forth under Proposal No. 4. The Board does not know of any other matters that will be presented for action at the
meeting, but the persons named in the proxy intend to vote or act with respect to any other proposal that may be properly presented for action
according to their best judgment in light of the conditions then prevailing.

The quorum requirement for holding the Annual Meeting of Stockholders and transacting business is a majority of the outstanding shares
entitled to be voted. The shares may be present in person or represented by proxy at the Annual Meeting of Stockholders. Both abstentions and
broker non-votes are counted as present for the purpose of determining the presence of a quorum.
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Votes are counted by an independent third party. In the election for directors, the five persons receiving the highest number of FOR votes will be
elected. The proposals to ratify the appointment of the independent registered public accounting firm and to approve the stockholder proposal
regarding declassification of the Board require the affirmative  FOR vote of a majority of those shares present and entitled to vote. In the
advisory vote to approve executive compensation, the affirmative  FOR vote of a majority of those shares present and entitled to vote will
constitute the stockholders non-binding approval with respect to our executive compensation programs.

Generally, broker non-votes occur when shares held by a broker in street name for a beneficial owner are not voted with respect to a particular
proposal because (1) the broker has not received voting instructions from the beneficial owner and (2) the broker lacks discretionary voting
power to vote those shares. A broker is entitled to vote shares held for a beneficial owner on routine matters, such as the ratification of the
appointment of Ernst & Young LLP as independent registered public accounting firm, without instructions from the beneficial owner of those
shares. On the other hand, a broker is not entitled to vote shares held for a beneficial owner on certain non-routine items absent instructions from
the beneficial owner of such shares. The election of directors, the advisory vote to approve executive compensation, and the vote on the
stockholder proposal regarding declassification of the Board are non-routine items on which a broker is not entitled to vote shares absent
instructions from the beneficial owner of such shares. Broker non-votes count for purposes of determining whether a quorum exists, but do not
count as entitled to vote with respect to individual proposals.

A proxy may be revoked by a stockholder at any time before its exercise by attending the meeting and electing to vote in person, by filing with
the Secretary of the Company a written revocation, by duly executing a proxy bearing a later date or by casting a new vote by toll-free telephone
or the internet.

The preliminary voting results will be published on a Current Report on Form 8-K filed by the Company with the Securities and Exchange
Commission within four business days of the 2012 Annual Meeting. The final voting results, if different than the preliminary voting results, will
be published on an amended Current Report on Form 8-K within four business days of the date on which the final results are known.

Each share of our common stock, $.001 par value (the Common Stock ), issued and outstanding on the record date, April 4, 2012, will be entitled
to one vote on all matters to come before the Annual Meeting. Cumulative voting is not permitted. As of April 4, 2012, there were outstanding
33,401,898 shares of Common Stock.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS
AND MANAGEMENT

The following table sets forth certain information with respect to those persons that we know to be the beneficial owners (as defined by certain
rules of the Securities and Exchange Commission (the Commission )) of more than five percent (5%) of our Common Stock, our only voting
security, and with respect to the beneficial ownership of our Common Stock by all directors and nominees, each of the executive officers named
in the Summary Compensation Table and all of our executive officers and directors as a group. The information set forth below is based on
ownership information we received as of April 4, 2012 (except as otherwise noted below). Unless specified otherwise, the shares indicated are
presently outstanding, and each of the stockholders listed below has sole voting and investment power with respect to the shares beneficially
owned.

Amount and

Nature of

Beneficial
Name and Address of Beneficial Owner Ownership (1) Percent of Class (1)
FMR LLC 5,090,746 (2) 15.24%
82 Devonshire Street
Boston, MA 02109
BlackRock, Inc. 3,609,214 (3) 10.81%
40 East 52" Street
New York, NY 10022
Earnest Partners, LL.C 2,497,310 (4) 7.48%
1180 Peachtree Street NE, Suite 2300
Atlanta, GA 30309
Wentworth, Hauser & Violich, Inc. 1,798,541 (5) 5.38%
301 Battery Street
Suite 400
San Francisco, CA 94111
The Vanguard Group, Inc. 1,674,561 (6) 5.01%
100 Vanguard Boulevard
Malvern, PA 19355
Ben R. Leedle, Jr.#*** 1,158,537 (7) 3.36%
Thomas G. Cigarran®* 530,872 (8) 1.58%
William C. O Neil, Jr.** 273,669 (9) *
Stefen F. Brueckner™** 159,972 (10) <
Matthew E. Kelliher*** 98,160 (11) *
C. Warren Neel, Ph. D.** 86,627 (9) i
John W. Ballantine** 74,397 (12) *
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Jay C. Bisgard, M.D.** 64,397 (13) <
Alfred Lumsdaine™** 54,983 (14) *
Alison Taunton-Rigby, Ph. D.** 42,222 (15) *
Thomas F. Cox*** 38,908 (16) *
Mary Jane England, M.D.** 38,408 (17) <
John A. Wickens** 31,997 (18) *
William D. Novelli** 1,377 (19) <
James W. Elrod*** 0 *
Kevin G. Wills** 0 <
All directors and executive officers as a group (18 persons) 3,056,637 (20) 8.67%

Indicates ownership of less than one percent of our outstanding Common Stock.

Director of the Company

Named Executive Officer

Director and Named Executive Officer

Pursuant to the rules of the Commission, certain shares of our Common Stock that an individual owner set forth in this table has a right to
acquire within 60 days after the record date hereof pursuant to the exercise of stock options or other securities are deemed to be
outstanding for the purpose of computing the ownership of that owner, but are not deemed outstanding for the purpose of computing the
ownership of any other individual owner shown in the table. Likewise, the shares subject to options or other securities held by our other
directors and executive officers that are exercisable within 60 days of the record date hereof, are all deemed outstanding for the purpose
of computing the percentage ownership of all executive officers and directors as a group.

Information with respect to stock ownership is based upon a Schedule 13G, dated December 31, 2011 filed with the Commission.
Includes 5,090,746 shares to which the holder has sole investment power.

Information with respect to stock ownership is based upon a Schedule 13G, dated December 30, 2011 filed with the Commission.
Includes 3,609,214 shares to which the holder has sole voting and investment power.

Information with respect to stock ownership is based upon a Schedule 13G, dated December 31, 2011 filed with the Commission.
Includes 858,558 shares to which the holder has sole voting power, 458,590 shares to which the holder has shared voting power, and
2,497,310 shares to which the holder has sole investment power.

Information with respect to stock ownership is based upon a Schedule 13G, dated December 31, 2011 filed with the Commission.
Includes 738,026 shares to which the holder has sole voting power and 1,798,541 shares to which the holder has shared investment
power.

Information with respect to stock ownership is based upon a Schedule 13G, dated December 31, 2011 filed with the Commission.
Includes 56,056 shares to which the holder has sole voting power and shared investment power and 1,618,505 shares to which the holder
has sole investment power.

Includes 1,036,420 shares issuable upon the exercise of outstanding options.
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(8)  Includes 210,043 shares issuable upon the exercise of outstanding options.
(9)  Includes 39,397 shares issuable upon the exercise of outstanding options.
(10)  Includes 155,246 shares issuable upon the exercise of outstanding options.
(11)  Includes 82,056 shares issuable upon the exercise of outstanding options.
(12)  Includes 54,397 shares issuable upon the exercise of outstanding options and 20,000 shares held in trust.
(13)  Includes 54,397 shares issuable upon the exercise of outstanding options and 10,000 shares held in trust.
(14)  Includes 42,059 shares issuable upon the exercise of outstanding options.
(15)  Includes 29,397 shares issuable upon the exercise of outstanding options.
(16) Includes 25,776 shares issuable upon the exercise of outstanding options.
(17)  Includes 34,397 shares issuable upon the exercise of outstanding options.
(18)  Includes 24,397 shares issuable upon the exercise of outstanding options and 1,100 shares held jointly by Mr. Wickens and his wife.
(19) Includes 1,377 shares issuable upon the exercise of outstanding options.
(20) Includes 1,841,256 shares issuable upon the exercise of outstanding options.
CORPORATE GOVERNANCE

Board of Directors Information

Our Board of Directors held eleven meetings during fiscal 2011. All of the members of the Board except Messrs. Cigarran and Leedle are
independent, as defined by applicable law and the NASDAQ Global Select Market ( NASDAQ ) listing standards. The Board has a Nominating
and Corporate Governance Committee, an Audit Committee and a Compensation Committee.

Each of our incumbent directors attended at least 75% of the aggregate of the total number of meetings held during fiscal 2011 by the Board and
each committee of which such director was a member for the entire fiscal year.

Leadership Structure

We believe our board leadership structure is appropriate in light of the Company s business. Our Board of Directors Corporate Governance
Guidelines provide that our Board size should consist of at least three and no more than twelve directors which we believe provides for the

optimal exchange of ideas without stifling cooperation. While our Board of Directors Corporate Governance Guidelines provide flexibility in

who may serve as Chairman of the Board, we do not presently combine the roles of Chairman and Chief Executive Officer ( CEO ). In May 2011,
the Board elected John Ballantine, a director of the Company since 2003, as Chairman of the Board. Thomas Cigarran, Chairman of the Board

since 1988, chose not to seek re-election as Chairman but continues to serve as a director and was appointed Chairman Emeritus by the Board.

Our Board of Directors Corporate Governance Guidelines set forth in greater detail the responsibilities of our Board. Our Board of Directors
Corporate Governance Guidelines are available under Corporate Governance accessible through the Investors link on the Company s website at
www.healthways.com.
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Risk Oversight

The Company is exposed to a number of risks, including economic, environmental, operational, and regulatory risks, among others.
Management is responsible for the day-to-day management of the risks the Company faces, while the Board as a whole is responsible for the
oversight of such risk. Our Audit, Compensation and Nominating and Corporate Governance Committees, however, each play a significant role
in assisting the Board to fulfill its oversight responsibilities. Our Audit Committee, for example, is responsible for overseeing the accounting,
financial, legal, and regulatory risks the Company faces. The Audit Committee receives reports from management and outside auditors regarding
any material issues concerning the adequacy of the Company s internal controls over financial reporting. The Audit Committee also has complete
access to management in discharging its duties and provides regular reports to the Board. Our Compensation Committee assists the Board with
risk oversight by annually reviewing the compensation philosophy of the Company and evaluating and providing recommendations on executive
compensation as well as producing an annual report on executive compensation to be included in our annual meeting Proxy Statement. As
further described in Compensation Discussion and Analysis beginning on page 22, the Compensation Committee has determined that our
compensation programs do not encourage our management or colleagues to take risks reasonably likely to have a material adverse effect on our
business. The Compensation Committee regularly reports its activities to the full Board. Our Nominating and Corporate Governance Committee
assists with risk oversight by managing Board structure and organization, the criteria for selecting new members to the Board and any Board
committees, determining compensation for directors, evaluating Board members, and annually reviewing the corporate governance principles of
the Company and recommending changes when appropriate. The Nominating and Corporate Governance Committee regularly provides reports
to the Board. The activities of each of our committees are set forth in greater detail in each of their respective charters which are available under
Corporate Governance accessible through the Investors link on the Company s website at www.healthways.com.

Committees of the Board of Directors
Compensation Committee

During 2011, the Compensation Committee was composed of Drs. Bisgard and Neel through May 2011, Drs. England and Taunton-Rigby and
Mr. Novelli for the entire year, and Mr. O Neil from June 2011 through the end of the year. The Compensation Committee was chaired by

Dr. Bisgard through May 2011 and Mr. Novelli from June 2011 through the end of the year. As discussed in Compensation Discussion and
Analysis, all of the directors on the Compensation Committee are non-employee directors as defined in Rule 16b-3 of the rules promulgated
under the Securities Exchange Act of 1934, as amended, Outside Directors for purposes of regulations promulgated pursuant to Section 162(m)
of the Internal Revenue Code of 1986, as amended, and independent directors as defined in the NASDAQ corporate governance listing
standards, in each case as determined by our Board of Directors. The Compensation Committee is responsible for overseeing our overall
compensation strategies and policies, evaluating the performance of our executive officers and recommending to the independent directors the
compensation of each of our executive officers and administering our equity-based incentive plans, among other things. The Compensation
Committee s Charter, which is reviewed annually by the Compensation Committee and is available on our website at www.healthways.com,
provides a detailed description of the Compensation Committee s duties and responsibilities. The Compensation Committee held seven meetings
during fiscal 2011.
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Nominating and Corporate Governance Committee

During 2011, the Nominating and Corporate Governance Committee was composed of Dr. Taunton-Rigby and Messrs. O Neil and Ballantine
through May 2011, Dr. England and Messrs. Novelli and Wickens for the entire year, and Drs. Bisgard and Neel from June 2011 through the end
of the year. The Nominating and Corporate Governance Committee was chaired by Dr. England for the entire year. All of the directors on the
Nominating and Corporate Governance Committee are independent directors as defined under applicable law and NASDAQ corporate
governance listing standards. The Nominating and Corporate Governance Committee s responsibilities include identifying individuals qualified
to become members of the Board and recommending such individuals to the Board for election to the Board and developing and recommending
to the Board corporate governance principles applicable to the Company. The Nominating and Corporate Governance Committee s Charter,
which is reviewed annually by the Nominating and Corporate Governance Committee and is available on our website at www.healthways.com,
provides a detailed description of the Nominating and Corporate Governance Committee s duties and responsibilities and sets forth the director
nomination process. The Nominating and Corporate Governance Committee held five meetings during fiscal 2011.

Audit Committee

During 2011, the Audit Committee was composed of Mr. Ballantine through May 2011, Messrs. O Neil and Wickens and Drs. Bisgard and Neel
for the entire year, and Dr. Taunton-Rigby from June 2011 through the end of the year. The Audit Committee was chaired by Mr. Ballantine
through May 2011 and Dr. Neel from June 2011 through the end of the year. All of the directors on the Audit Committee are independent
directors as defined under applicable law and NASDAQ corporate governance listing standards. We have, and will continue to have, at least one
member of the Audit Committee who has past employment experience in finance or accounting and requisite professional certification in
accounting or other comparable experience that results in the individual s financial sophistication. The Audit Committee meets with our
independent registered public accounting firm and management to review our consolidated financial statements, the quality and integrity of our
accounting, auditing and financial reporting process, and our systems of internal controls. The Board has determined that Mr. O Neil and Drs.
Bisgard, Taunton-Rigby and Neel each qualify as an audit committee financial expert, as defined by the regulations of the Commission. The
Audit Committee s Charter, which is reviewed annually by the Audit Committee and is available on our website at www.healthways.com and as
Appendix A to this Proxy Statement, provides a detailed description of the Audit Committee s duties and responsibilities. The Audit Committee
held twelve meetings during fiscal 2011.

Investments Sub-Committee

In September 2011, the Board formed an Investments Sub-Committee (the Sub-Committee ). The Sub-Committee has four members, two of
whom were Board-appointed and two of whom are ex officio members by virtue of serving as the Chairman of the Board and Chairman of the
Audit Committee:

Jay C. Bisgard (Board-appointed) Chairman

William C. O Neil, Jr. (Board-appointed) Member

John W. Ballantine Ex Officio (Chairman of the Board)

C. Warren Neel, Ph.D. Ex Officio (Chairman of the Audit Committee)

An Investment is defined as an expenditure of capital or the transfer of value by the Company in exchange for businesses, securities, assets or
similar matters of value.
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The CEO is authorized to approve on behalf of the Company the making of Investments that do not exceed $10 million twice during
any Company fiscal year. Actions by the CEO pursuant to this authority shall be communicated to the full Board in a timely manner.

Investments exceeding $10 million but not exceeding $25 million must be submitted to the Sub-Committee for review and final
approval/non-approval. Actions by the Sub-Committee shall be communicated to the full Board of Directors in a timely manner.

Investments in amounts exceeding $25 million must be submitted to the full Board for review and approval/non-approval.

Investments (regardless of amount) that involve the issuance of Company equity securities or debt securities registered under the
Securities and Exchange Act of 1934, as amended, must be presented to and approved by the full Board.

Investments (regardless of amount) implicating a conflict of interest involving any officer or director of the Company must be
presented to and approved by the full Board.
Corporate Governance Guidelines

The Board has adopted Corporate Governance Guidelines to assist the Board in the exercise of its duties and responsibilities and to serve the
best interests of the Company and its stockholders. These Corporate Governance Guidelines, which are available on our website at
www.healthways.com, provide a framework for the conduct of the business of the Board.

Code of Conduct

Our Code of Business Conduct applies to all colleagues (including officers) and directors. The purpose of the Code of Business Conduct is to
provide written standards that are reasonably designed to promote: honest and ethical conduct; full, fair, accurate, timely and understandable
disclosure in reports and documents we file with the Commission and other public communications we make; compliance with applicable
governmental laws, rules and regulations; prompt internal reporting of violations of the Code of Business Conduct; and accountability for
adherence to the Code of Business Conduct, and to deter wrongdoing. A copy of our Code of Business Conduct, as well as any amendments
thereto, can be obtained from our website at www.healthways.com.

Stockholder Nominees

The policy of the Nominating and Corporate Governance Committee is to consider properly submitted stockholder nominations for director
candidates as described below under Identifying and Evaluating Nominees for Directors. Any stockholder nominations proposed for
consideration by the Nominating and Corporate Governance Committee should be addressed to: Secretary, Healthways, Inc., 701 Cool Springs
Boulevard, Franklin, Tennessee 37067. To be timely, director nominations for the Annual Meeting of Stockholders to be held in 2013 must be
submitted within the time limits for stockholder proposals as set forth on page 69 of this Proxy Statement.

Director Qualifications

Under our Board of Directors Corporate Governance Guidelines and the Nominating and Corporate Governance Committee Charter, the
Nominating and Corporate Governance Committee is responsible for determining the criteria for membership on our Board of Directors. Under
such criteria, at least a majority of the members of the Board should be independent, and all members should have the highest professional and

10
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personal ethics and values consistent with our values and standards. Other criteria that will be considered are prior experience as a director,
knowledge of our business and industry and broad experience at the operational, financial or policy-making level in business. Diversity, age and
skills in the context of the needs of the Board are also a consideration. While the Company s Board of Directors Corporate Governance
Guidelines do not explicitly define diversity, it is the Nominating and Corporate Governance Committee s practice to seek director candidates
who will contribute to a diversity of perspectives. The Nominating and Corporate Governance Committee considers diversity in the context of
the Board as a whole and takes into account a candidate s personal characteristics and industry experience, with the intent of maintaining a Board
that represents a broad range of viewpoints. Board members should also have sufficient time to devote to the affairs of the Company and to
provide insight and practical wisdom based on experience. As such, in order to be active participants and perform all director duties responsibly,
directors service on other boards of public companies is limited to three public company boards (excluding the Company).

Identifying and Evaluating Nominees for Directors

The Nominating and Corporate Governance Committee utilizes a variety of methods for identifying and evaluating nominees for director. The
Nominating and Corporate Governance Committee regularly assesses the appropriate size of the Board, and whether any vacancies on the Board
are expected due to retirement or otherwise. In the event that vacancies are anticipated, or otherwise arise, the Nominating and Corporate
Governance Committee considers various potential candidates for director. Candidates may come to the attention of the Nominating and
Corporate Governance Committee through current members of the Board, professional search firms, stockholders or other persons. These
candidates are evaluated at regular or special meetings of the Nominating and Corporate Governance Committee and may be considered at any
point during the year. As described above, the Nominating and Corporate Governance Committee considers properly submitted stockholder
nominations for candidates for the Board. In evaluating nominations, the Nominating and Corporate Governance Committee uses the same
criteria for all nominees and seeks to achieve a balance of knowledge, experience and expertise on the Board.

In February 2012, the Board of the Company resolved to expand the number of directors from ten and fixed at eleven pursuant to Article I1I,
Section 3.2 of the Amended and Restated Bylaws of the Company, as amended. In connection therewith, the Board nominated Mr. Kevin G.
Wills to stand for election for the newly created seat on the Board to serve as a Class II director (see Proposal No. 1 of this Proxy Statement).

Other than Mr. Wills, there are no nominees for election to the Board who have not previously been elected by the stockholders.
Directors Attendance at Annual Meetings of Stockholders

Although directors are invited and are always encouraged to attend the annual stockholder meetings, we do not require their attendance. All of
the directors attended the 2011 Annual Meeting of Stockholders held on May 26, 2011.

Communications With the Board of Directors

Stockholders may communicate with the Board by submitting a letter in writing addressed to: Chairman of the Board, Healthways, Inc., 701
Cool Springs Boulevard, Franklin, Tennessee 37067. If the communication relates to the Company s ethics or conduct, financial statements,
accounting practices or internal controls, the communication may be submitted in writing addressed to: Audit Committee Chairman,
Healthways, Inc., 701 Cool Springs Boulevard, Franklin, Tennessee 37067. Stockholder communications may be submitted confidentially or
anonymously.

11
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Stock Retention Guidelines

In May 2010, the Board amended the stock retention guidelines for officers. As amended, the guidelines require officers to maintain a minimum
ownership in the Company s stock based on a multiple of their base salary (at least 3.75 times base salary for the Chief Executive Officer, 2.2
times base salary for the Senior Advisor, 2 times base salary for the Chief Operating Officer, and 1.8 times base salary for the other Named
Executive Officers). Officers must retain 75% of the net number of shares acquired (after payment of exercise price, if any, and taxes) upon the
exercise of all stock options and vesting of all restricted stock units until they reach the required multiple of base salary. Officers who do not
comply with the guidelines may not be eligible for future equity awards.

Evaluations of Board and Committee Performance

Each year the Nominating and Corporate Governance Committee of the Board conducts an evaluation process focusing on the effectiveness of
the Board as a whole, the performance of each committee of the Board and the performance of each individual Board member. The manner of
the evaluation is determined annually by the Nominating and Corporate Governance Committee in order to ensure the procurement of accurate
and relevant information. The evaluation process is designed to facilitate ongoing, systematic examination of the Board, each committee s
effectiveness and accountability, and each individual s performance, and to identify opportunities for improvement. The Nominating and
Corporate Governance Committee designed and coordinated the evaluations for the Board, committees, and individual directors, and the Chair
of the Nominating and Corporate Governance Committee reported the results to each committee, the full Board of Directors, and each individual
director.

Certain Relationships and Related Transactions

Since the beginning of the last fiscal year, we are aware of the following related party transaction between us and our directors, executive
officers, 5% stockholders or their family members that require disclosure under Item 404 of Regulation S-K under the Securities Exchange Act
of 1934, as amended.

Christopher Cigarran, Vice President of Employer Market, is the son of Chairman Emeritus Thomas G. Cigarran and received
aggregate cash compensation of approximately $307,000 (consisting primarily of salary) during fiscal 2011.
Pursuant to its written charter, the Audit Committee reviews and either ratifies, approves or disapproves all Interested Transactions, which are
generally defined to include any transaction, arrangement or relationship or series of similar transactions, arrangements or relationships
(including any indebtedness or guarantee of indebtedness) in which:

the aggregate amount involved exceeded, or will or may be expected to exceed, $120,000 in any calendar year;

the Company was, is or will be a participant; and

any Related Party had, has or will have a direct or indirect interest.
For purposes of the policy, a Related Party is any:

person who is or was (since the beginning of the last fiscal year for which the Company has filed a Form 10-K and Proxy Statement,
even if they do not presently serve in that role) an executive officer, director or nominee for election as a director;

greater than 5% beneficial owner of the Company s Common Stock;
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firm, corporation or other entity in which any of the foregoing persons is employed or is a general partner, managing member or
principal or in a similar position or in which such person has a 10% or greater beneficial ownership interest.
In determining whether to approve or ratify an Interested Transaction under the policy, the Audit Committee considers the relevant information
and facts available to it regarding the Interested Transaction and takes into account factors such as the Related Party s relationship to the
Company and interest (direct or indirect) in the transaction, the terms of the transaction and the benefits to the Company of the transaction. No

director participates in the approval of an Interested Transaction for which he or she is a Related Party or otherwise has a direct or indirect
interest.

13

Table of Contents 17



Edgar Filing: HEALTHWAYS, INC - Form DEF 14A

Table of Conten
PROPOSAL NO. 1
ELECTION OF DIRECTORS

Our Certificate of Incorporation provides for a staggered Board of Directors. Each director serves a three-year term or until his/her successor is

elected and qualified. There are five directors to be elected at the 2012 Annual Meeting of Stockholders, one of whom will serve until the

Annual Meeting of Stockholders in 2014 (a Class II director) and four of whom will serve until the Annual Meeting of Stockholders in 2015 (the
Class III  directors). The remaining six directors currently serving on the Board will continue to serve until the Annual Meeting of Stockholders

in 2013 (the Class I directors) or until the Annual Meeting of Stockholders in 2014 (the Class II directors).

Unless contrary instructions are received, shares of our Common Stock represented by duly executed proxies will be voted in favor of the
election of the nominees named below. If for any reason a nominee is unable to serve as a director, it is intended that the proxies solicited hereby
will be voted for such substitute nominee as our Board of Directors may propose. The Board has no reason to expect that the nominees will be
unable to serve, and therefore, at this time does not have any substitute nominees under consideration.

A nominee for election must receive a plurality of the votes cast to be elected as a director. Stockholders have no right to vote cumulatively for
directors, but rather each stockholder shall have one vote for each director for each share of Common Stock held by such stockholder.

In February 2012, the Board of the Company resolved to expand the number of directors from ten and fixed at eleven pursuant to Article I1I,
Section 3.2 of the Amended and Restated Bylaws of the Company, as amended. In connection therewith, the Board nominated Mr. Kevin G.
Wills to stand for election for the newly created seat on the Board to serve as a Class II director. The following persons are the nominees for
election to serve as Class II and Class III directors as indicated below. All nominees (excluding Mr. Wills) are presently directors of the
Company and were previously elected by the stockholders. Certain information relating to the nominees, which the individuals named have
furnished to us, is set forth below. The Board recommends a vote FOR each nominee.

Class of Director;

Annual Meeting
at Which Background Information and Specific Skills,
Name of Director Term Will Expire Experience and Qualifications
Kevin G. Wills I1; 2014 Mr. Wills, 46, is the Executive Vice President and Chief Financial Officer of

Saks Incorporated, a publicly traded retailer of fashion apparel, shoes,
accessories, jewelry, cosmetics and gifts, and has served in such capacity
since May 2007. Mr. Wills served as Executive Vice President of
Finance/Chief Accounting Officer of Saks Incorporated from May 2005
through April 2007, and as Executive Vice President of Operations for
Parisian, Inc. (a family clothing retailer) from February 2003 until April
2005. Prior to that, he was appointed Senior Vice President of Planning and
Administration for Saks Department Store Group in September 1999, Senior
Vice President of Strategic Planning in September 1998, and Vice President
of Financial Reporting for Saks Incorporated in September 1997, when he
joined
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Class of Director;

Annual Meeting
at Which
Name of Director Term Will Expire
Jay C. Bisgard, M.D. III; 2015

Table of Contents

Background Information and Specific Skills,

Experience and Qualifications

Saks Incorporated. Prior to joining Saks Incorporated, Mr. Wills served as
Vice President and Controller for Tennessee Valley Authority, a publicly
traded energy producer. Prior to that, Mr. Wills served as the Business
Assurance Manager for Coopers and Lybrand (currently known as
PriceWaterhouseCoopers), an accounting and financial services firm.

Mr. Wills  specific skills, experience, and qualifications to serve as a director
of the Company are evidenced by his many years of executive leadership,
most recently serving as the Chief Financial Officer of Saks Incorporated, as
mentioned above. Additionally, Mr. Wills is a Certified Public Accountant
and brings significant capital markets, mergers and acquisitions, and
international operations experience, all of which enhance our Board s
understanding of various financial aspects of the Company s business.

Dr. Bisgard, 69, has been a director of the Company since June 2003. Dr.
Bisgard served as Director of Health Services at Delta Air Lines, Inc., a
publicly traded airline operator, from January 1994 to April 2001. Prior to
that, he served as the corporate medical director at Pacific Bell, a provider of
telephone services, GTE, a provider of telephone services, and ARCO, an
oil company. He retired from the U.S. Air Force in 1986 with the rank of
colonel. He served as acting Deputy Assistant Secretary of Defense (Health
Affairs) from 1981 to 1984. He is a fellow of the Aerospace Medical
Association, the American College of Preventive Medicine, and the
American College of Physician Executives.

Dr. Bisgard s specific skills, experience, and qualifications to serve as a
director of the Company include his over thirty years experience in the
healthcare industry in both the private and public sectors, including serving
as a director of a number of companies as well as serving as Deputy
Assistant Secretary of Defense (Health Affairs). Dr. Bisgard is certified in
aerospace medicine, and his primary interests have been in health policy and
resource management. We believe his extensive career in the
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Class of Director;

Annual Meeting
at Which
Name of Director Term Will Expire
Mary Jane England, M.D. III; 2015
John A. Wickens III; 2015
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Background Information and Specific Skills,

Experience and Qualifications

healthcare industry as well as his interests in health policy and resource
management provides critical insight to our Board on both the historical and
current trends within the healthcare industry.

Dr. England, 73, has been a director of the Company since September 2004.
Dr. England served as President of Regis College in Weston, Massachusetts
from 2001 through 2011. From 1990 to 2001, she served as President of the
Washington Business Group on Health. Prior to 1990, she served as Vice
President of Prudential Insurance Co., a global insurance provider, Associate
Dean at the John F. Kennedy School of Government at Harvard,
Commissioner of Social Services, and Associate Commissioner of Mental
Health in Massachusetts. She serves on the board of directors of NSF
International.

Dr. England s specific skills, experience, and qualifications to serve as a
director of the Company include her significant experience in the healthcare
industry. For over ten years, Dr. England served as the President of the
Washington Business Group on Health, which is a non-profit devoted to
representing the interest of large employers on national health policy issues.
Additionally, Dr. England serves on the board of directors of NSF
International, which is a non-profit involved in standards development,
product certification, education and risk management for public health and
safety. We believe Dr. England s experience at the Washington Business
Group on Health, as well as in other positions provide our Board with
unique insight on how the interests of companies within the healthcare
industry are effectively represented.

Mr. Wickens, 55, has been a director of the Company since February 2007.
He served as National Health Plan President of UnitedHealth Group from
January 2004 to February 2006 and South Division President from
September 2001 to December 2003. Prior to that time, he served in various
capacities at UnitedHealth Group beginning in 1995. Mr. Wickens currently
serves on the boards of directors of U.S.A. Track & Field Foundation and
UnitedHealthcare Children s Foundation.
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Class of Director;

Annual Meeting
at Which
Name of Director Term Will Expire
William D. Novelli III; 2015

Background Information and Specific Skills,

Experience and Qualifications

Mr. Wickens specific skills, experience, and qualifications to serve as a
director of the Company include his varied leadership roles at UnitedHealth
Group, a diversified health and well-being company. We believe Mr.
Wickens recent experience at UnitedHealth Group gives our Board insight
in how other companies within the healthcare industry both manage and
respond to the numerous challenges faced in the current economic and
political climate.

Mr. Novelli, 70, has been a director of the Company since August 2009. He
has served as a professor at the McDonough School of Business at
Georgetown University since August 2009. From 2001 to 2009, he served as
the Chief Executive Officer of AARP, a nonprofit organization that helps
people over age fifty improve their lives. Mr. Novelli currently serves on the
board of directors of Campaign for Tobacco-Free Kids.

Mr. Novelli s specific skills, experience, and qualifications to serve as a
director of the Company are evidenced by his many years of executive
leadership, most recently serving as the Chief Executive Officer of AARP,
as mentioned above. Additionally, Mr. Novelli s current leadership as
chairman of the board of directors of the Campaign for Tobacco-Free Kids,
a leader in fighting to reduce tobacco use and its consequences in the world,
enhances our Board s own understanding of how other organizations
promote improved health and wellness, which is the core of the Company s
business.

The following six persons currently are members of the Board and will continue in their present positions after the Annual Meeting. The
following persons are not nominees, and stockholders are not being asked to vote for them. Certain information relating to the following persons
has been furnished to us by the individuals named, and we have also included the specific skills, qualifications, and experience of each of our

directors.
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Class of Director;

Annual Meeting
at Which
Name of Director Term Will Expire
William C. O Neil, Jr. I; 2013
Ben R. Leedle, Jr. I; 2013
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Background Information

Mr. O Neil, 77, has served as a director of the Company since 1985. From
1989 to 1999, Mr. O Neil was the Chairman, President and Chief Executive
Officer of ClinTrials Research, Inc., a pharmaceutical research services
company. Prior thereto, Mr. O Neil was Chairman, President and Chief
Executive Officer of International Clinical Laboratories, Inc., a national
laboratory testing company. Mr. O Neil is also a director of Advocat, Inc., a
publicly traded company that provides long-term care to nursing home
patients, where he serves as Chair of the Audit Committee and is a member
of the Compensation Committee.

Mr. O Neil s specific skills, experience, and qualifications to serve as a
director of the Company include his nearly ten years of leadership

experience at ClinTrials Research, Inc., a global provider of preclinical and
clinical research services to pharmaceutical, biotechnology and medical

device clients. Additionally Mr. O Neil s service on a number of boards in the
healthcare industry coupled with various other leadership roles he has held

in the industry lends specific insight to our Board.

Mr. Leedle, 51, has served as director of the Company since August 2003,
as Chief Executive Officer of the Company since September 2003, and as
President of the Company from May 2002 through October 2008 and April
2011 through present. Mr. Leedle served as Chief Operating Officer of the
Company from September 1999 to August 2003, Executive Vice President
of the Company from September 1999 to May 2002, and as Senior Vice
President of Operations from September 1997 to September 1999.

Mr. Leedle s specific skills, experience, and qualifications to serve as a
director of the Company include his nearly fifteen years of senior leadership
experience at the Company. During this time Mr. Leedle has effectively led
the Company through significant growth as well as managed the Company
in the current economic environment. Additionally, Mr. Leedle has
developed and overseen a talented group of senior executives. Given his
extensive leadership experience and institutional knowledge of the Company
we believe Mr. Leedle should serve as a director of the Company.
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Annual Meeting
at Which
Name of Director Term Will Expire
Alison Taunton-Rigby, Ph. D. I; 2013
John W. Ballantine 1I; 2014

Table of Contents

Background Information

Dr. Taunton-Rigby, 67, has been a director of the Company since November
2005. From 2003 to 2010, Dr. Taunton-Rigby was the Chief Executive
Officer of RiboNovix, Inc., a private biotechnology company. From 2001 to
2003, she served as the Chief Executive Officer of CMT, Inc., a private
medical device company. From 1996 to 2000, Dr. Taunton-Rigby served as
the Chief Executive Officer of Aquila Biopharmaceuticals, Inc. (Cambridge
Biotech Corporation), a publicly-traded biotechnology company. She serves
on the boards of directors of Columbia Funds, ICI Mutual Insurance
Company, and Abt Associates, where she serves as Chair of the Audit &
Finance Committee. Dr. Taunton-Rigby also serves on the board of The
Children s Hospital, Boston. From 2004 to 2010, Dr. Taunton-Rigby served
as a director on the board of Idera Pharmaceuticals, a publicly-traded
biotechnology company.

Dr. Taunton-Rigby s specific skills, experience, and qualifications to serve as
a director of the Company include her position as Chief Executive Officer of
a number of publicly traded healthcare companies and over 25 years of

senior executive experience in the biotechnology industry. Dr.

Taunton-Rigby also has significant experience on the boards of a variety of
companies in the healthcare industry. We believe Dr. Taunton-Rigby s
entrepreneurial and leadership experience in the biotechnology industry
coupled with her board experience at other healthcare companies and in the
investment industry allows her to provide insight to our Board on the
perspectives of other areas within the healthcare industry.

Mr. Ballantine, 66, has been Chairman of the Company since May 2011 and
a director of the Company since June 2003. Mr. Ballantine served as
Executive Vice President and Chief Risk Management Officer of First
Chicago NBD Corporation, a bank holding company, from 1996 until 1998.
He serves as a director of DWS Funds, where he is Chairman of the Equity
Oversight Committee, and Portland General Electric, a publicly traded
electric service provider, where he serves on the Compensation Committee
and is Chairman of the Finance Committee. Mr. Ballantine also currently
serves as a member of the Executive Network advisory board of Glencoe
Capital, a private equity firm.
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Annual Meeting
at Which
Name of Director Term Will Expire
Thomas G. Cigarran II; 2014
C. Warren Neel, Ph. D. IL; 2014
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Background Information

Mr. Ballantine s specific skills, experience, and qualifications to serve as a
director of the Company include his leadership as Executive Vice President
and Chief Risk Management Officer of First Chicago NBD Corporation, in
addition to his board leadership roles at a number of companies including
Glencoe Capital, a private equity firm, and DWS Funds, an asset
management firm. We believe Mr. Ballantine s experience at these firms
enhances the Board s understanding of the perspective of institutional
investors.

Mr. Cigarran, 70, a founder of Healthways, has served as Chairman
Emeritus of the Company since May 2011 and as a director since 1981. Mr.
Cigarran served as Chairman of the Company from August 1988 through
May 2011 and CEO of the Company from August 1988 to September 2003.
Mr. Cigarran served as President of the Company from September 1981 to
June 2001. Mr. Cigarran also serves on the Board of Directors of AmSurg
Corp., a publicly traded company that focuses on the development,
management and operation of outpatient surgery centers, where he served as
CEO from 1993 to 1997 and as Chairman from 1992 to 2009. He has also
served as a director of a number of public and private healthcare and
non-healthcare companies.

Mr. Cigarran s specific skills, experience, and qualifications to serve as a
director of the Company include his extensive healthcare and general
business experience and his historical knowledge of the Company. We
believe Mr. Cigarran s broad business leadership experience and historical
knowledge of the Company provides our Board with invaluable executive
management and strategic perspectives.

Dr. Neel, 73, has been a director of the Company since October 1991. Dr.
Neel is currently Executive Director of the Center for Corporate Governance
at the University of Tennessee. He served as the Commissioner of Finance
and Administration for the State of Tennessee from July 2000 until February
2003. He served as Dean of the College of Business
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