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major difference between Minnesota law and Delaware law
1s that while indemnification of officers, directors and
employees is mandatory under Minnesota law,
indemnification is permissive under Delaware law, except
that a Delaware corporation must indemnify a person who is
successful on the merits or otherwise in the defense of certain
specified actions, suits or proceedings for expenses and
attorney’s fees actually and reasonably incurred in
connection therewith. Minnesota law requires a corporation
to indemnify any director, officer or employee who is made
or threatened to be made party to a proceeding by reason of
the former or present official capacity of the director, officer
or employee, against judgments, penalties, fines, settlements
and reasonable expenses. Minnesota law permits a
corporation to prohibit indemnification by so providing in its
articles of incorporation or its bylaws. UnitedHealth Group
has not limited the statutory indemnification in its articles of
incorporation, however, and the bylaws of UnitedHealth
Group state that UnitedHealth Group shall indemnify such
persons for such expenses and liabilities to such extent as
permitted by statute.

DELAWARE CORPORATION

law, (i1) the proceeding was authorized by the board of
directors of the corporation, (iti) such indemnification is
provided by the corporation, in its sole discretion, pursuant
to the powers vested in the corporation under the Delaware
General Corporation Law or any other applicable law or (iv)
such indemnification is required to be made pursuant to
enforcement by a court of competent jurisdiction.

Liabilities of Directors

Under Minnesota law, a director may be hable to the
corporation for distributions made in violation of Minnesota
law or a restriction contained in the corporation’s articles or
bylaws. The UnitedHealth Group articles provide that a
director shall not be personally liable to UnitedHealth Group
or its shareholders for monetary liability relating to breach of
fiduciary duty as a director, unless the liability relates to:

*  abreach of the director’s duty of loyalty to the
corporation or its sharcholders;

*  acts or omissions involving a lack of good faith or
which involve intentional misconduct or a
knowing violation of law; liability for illegal
distributions and unlawful sales of UnitedHealth
Group securities;

* transactions where the director gained an improper
personal benefit; or

* any acts or omissions occurring prior to the date on
which the liability limitation provisions of the
UnitedHealth Group articles become effective.
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Under Delaware law, a certificate of incorporation
may contain a provision limiting or eliminating a director’s
personal liability to the corporation or its stockholders for
monetary damages for a director’s breach of fiduciary duty
subject to certain limitations. The PacifiCare certificate
provides that the liability of the corporation’s directors for
monetary damages shall be eliminated to the fullest extent
permitted under applicable law.
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The UnitedHealth Group articles provide that any
repeal or modification of the foregoing provisions shall not
adversely affect any right or protection of a director of
UnitedHealth Group existing at the time of such repeal or
modification.

The UnitedHealth Group articles also provide that if

Minnesota law is amended to authorize further elimination of

the personal liability of directors, then the hability of
UnitedHealth Group directors shall be limited to the fullest
extent permitted by Minnesota law, as so amended.

DELAWARE CORPORATION

Shareholder/Stockholder Approval of Merger

Minnesota law provides that a resolution containing a
plan of merger or exchange must be approved by the
affirmative vote of a majority of the directors present at a
meeting and submitted to the shareholders and approved by
the affirmative vote of the holders of a majority of the voting
power of all shares entitled to vote. Unlike Delaware law,
Minnesota law requires that any class of shares of a
Minnesota corporation must be given the right to approve the
plan if it contains a provision which, if contained in a
proposed amendment to the corporation’s articles of
incorporation, would entitle such a class to vote as a class.

In order to effect a merger under Delaware law, a
corporation’s board of directors must approve and adopt an
agreement of merger and recommend it to the stockholders.
The agreement must be adopted by holders of a majority of
the outstanding shares of the corporation entitled to vote
thereon unless the certificate of incorporation requires a
greater vote.

Business Combinations, Control Share Acquisitions and Anti-Takeover Provisions

Minnesota law prohibits certain “business
combinations” (as defined in the Minnesota Business
Corporations Act) between a Minnesota corporation with at
least 100 shareholders, or a publicly held corporation that has
at least 50 shareholders, and an “interested shareholder” for a
four-year period following the share acquisition date by the
interested shareholder, unless certain conditions are satisfied
or an exemption is found. An “interested shareholder” is
generally defined to include a person who beneficially owns
at least 10% of the votes that all shareholders would be
entitled to cast in an election of directors of the corporation.
Minnesota law also limits the ability of a shareholder who
acquires beneficial ownership of more than certain thresholds
of the percentage voting power of a Minnesota corporation
(starting at 20%) from voting those shares in excess of the
threshold unless such acquisition has been approved in
advance by a majority of the voting power held by
shareholders unaffiliated with such shareholder. However, as
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Delaware law prohibits, in certain circumstances, a
“business combination” between the corporation and an
“interested stockholder” within three years of the
stockholder becoming an “interested stockholder.” An
“interested stockholder” is a holder who, directly or
indirectly, controls 15% or more of the outstanding voting
stock or is an affiliate of the corporation and was the owner
of 15% or more of the outstanding voting stock at any time
within the prior three-year period. A “business
combination” includes a merger or consolidation, a sale or
other disposition of assets having an aggregate market value
equal to 10% or more of the consolidated assets of the
corporation or the aggregate market value of the
outstanding stock of the corporation and certain transactions
that would increase the interested stockholder’s
proportionate share ownership in the corporation. This

Prov;gion does not aPPly where:

= either the business combination or the transaction
which resulted in the
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permitted by Minnesota law, the UnitedHealth Group bylaws
provide that this statutory provision shall not apply to
UnitedHealth Group. Minnesota law also includes a
provision restricting certain “control share acquisitions” of
Minnesota corporations. However, as permitted by
Minnesota law, the UnitedHealth Group articles provide that
this statutory provision shall not apply to UnitedHealth
Group.

The UnitedHealth Group articles require the
affirmative vote of at least 66 /3% of the outstanding shares
of UnitedHealth Group voting stock in order to effect certain
business combinations, including a merger, consolidation,
exchange of shares, sale of all or substantially all of the
assets of UnitedHealth Group or other similar transactions,
with a person who, together with its own affiliates, owns
20% or more of the outstanding voting stock of UnitedHealth

Group, referred to as a Related Person. However, the 66 /3%

voting requirement will not be applicable if 66 /3% of the
continuing directors approve the business combination, the
business combination is solely between UnitedHealth Group
and a wholly owned subsidiary, or the cash or fair market
value of the property, securities or other consideration to be
received per share by holders of UnitedHealth Group
common stock other than the Related Person is not less than
the highest per share price paid by the Related Person in
acquiring any of its holdings of UnitedHealth Group
common stock.

Minnesota law provides that during any tender offer, a
publicly held corporation may not enter into or amend an
agreement (whether or not subject to contingencies) that
increases the current or future compensation of any officer or
director. In addition, under Minnesota law, a publicly held
corporation is prohibited from purchasing any voting shares
owned for less than two years from a 5% sharecholder for
more than the market value unless the transaction has been
approved by the affirmative vote of the holders of a majority
of the voting power of all shares entitled to vote or unless the
corporation makes a comparable offer to all holders of shares
of the class or series of stock held by the 5% shareholder and
to all holders of any class or series into which such securities
may be converted.
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stockholder becoming an interested stockholder is approved
by the corporation’s board of directors prior to the date the
interested stockholder acquired such 15% interest;

upon the completion of the transaction which
resulted in the stockholder becoming an
interested stockholder, the interested stockholder
owned at least 85% of the outstanding voting
stock of the corporation excluding for the
purposes of determining the number of shares
outstanding shares held by persons who are
directors and also officers and by employee stock
plans in which participants do not have the right
to determine confidentially whether the shares
held subject to the plan will be tendered;

the business combination is approved by a
majority of the board of directors and the
affirmative vote of two-thirds of the outstanding
votes entitled to be cast by disinterested
stockholders at an annual or special meeting;

the corporation does not have a class of voting
stock that 1s listed on a national securities
exchange, authorized for quotation on an
interdealer quotation system of a registered
national securities association, or held or record
by more than 2,000 stockholders unless any of
the foregoing results from action taken, directly
or indirectly, by an interested stockholder or
from a transaction in which a person becomes an
interested stockholder;

the stockholder acquires a 15% interest
inadvertently and divests itself of such ownership
and would not have been a 15% stockholder in
the preceding 3 years but for the inadvertent
acquisition of ownership;

the stockholder acquired the 15% interest when
these restrictions did not apply; or which
participants do not have the right to determine
confidentially whether the shares held subject to
the plan will be tendered;
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It should be noted that in addition to the anti-takeover
measures discussed above, certain provisions of the
UnitedHealth Group articles and bylaws may make it more
difficult to effect a change in control of UnitedHealth Group
and may discourage or deter a third party from attempting a
takeover, including those (i) providing for a staggered board
of directors, (i1) requiring a vote of 667/3% of the outstanding
voting stock to amend certain provisions of the UnitedHealth
Group articles concerning the election and removal of
directors and concerning certain business combinations, (iii)
requiring the request of holders of at least 25% of the
outstanding shares in order for shareholders to call a special
meeting of shareholders involving a business combination or
any change in the composition of the board of directors as a
result of such business combination and (iv) providing for the
issuance of preferred stock in one or more series, with the
powers, rights and preferences of such stock determined
solely by the board of directors.
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* the business combination is approved by a
majority of the board of directors and the
affirmative vote of two-thirds of the outstanding
votes entitled to be cast by disinterested
stockholders at an annual or special meeting;

» the corporation does not have a class of voting
stock that is listed on a national securities
exchange, authorized for quotation on an
mterdealer quotation system of a registered
national securities association, or held of record
by more than 2,000 stockholders unless any of
the foregoing results from action taken, directly
or indirectly, by an interested stockholder or
from a transaction in which a person becomes an
interested stockholder;

+ the stockholder acquires a 15% interest
madvertently and divests itself of such ownership
and would not have been a 15% stockholder in
the preceding 3 years but for the inadvertent
acquisition of ownership;

» the stockholder acquired the 15% interest when
these restrictions did not apply; or

+ the corporation has opted out of this provision.
PacifiCare has not expressly opted out of this
provision in its certificate of incorporation.

It should be noted that in addition to the anti-takeover
measures discussed above, certain provisions of
PacifiCare’s certificate may make it more difficult to effect
a change 1n control of PacifiCare and may discourage or
deter a third party from attempting a takeover, including
those (i) providing for the issuance of preferred stock in one
or more series, with the powers, rights and preferences of
such stock determined solely by the board of directors and
(i1) requiring the affirmative vote or written consent of not
less than 66 2/3% of the total votes entitled to be cast in an
election of directors shall be required for approval of any
“business transaction” between the corporation and “control
person”, provided, however, that such additional voting
requirement is not applicable if (1) the business transaction

a
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was approved by a two-thirds vote of the board of directors
prior to the acquisition of the control person, together with
its affiliates and associates, of stock of the corporation,
which in the aggregate, bears the rights to 10% or more of
the total votes entitled to be cast in an election of directors;
(2) the business transaction was approved by two-thirds of
the vote of the board of directors after the acquisition by the
control person, together with its affiliates and associates, of
stock of the corporation, which, in the aggregate, bears the
rights to 10% or more of the total votes entitled to be cast in
an election of directors, and such acquisition by such
control person and its affiliates and associates was
unanimously approved by the board of directors of the
corporation; or (3) the business transaction is solely
between the corporation and another corporation, 50% or
more of the voting stock of which is owned by the
corporation and none of which is owned by a control
person, and each holder of stock of the corporation receives
the same type of consideration in proportion to his holdings;
or (4) both of the following are satisfied: (a) the cash or fair
market value of the consideration to be received per share is
not less than the higher of the highest price per share paid
by such control person in acquiring any of its holdings of
the corporation’s stock, or the highest per share market
price of the stock of the corporation during the 3-month
period immediately preceding the date of the proxy
statement described below; and (b) a proxy statement
satisfying the requirements of the 1934 Act shall be mailed
to public stockholders of the Corporation for the purpose of
soliciting stockholder approval of such business transaction
and shall contain any recommendations as to the
advisability of the business transaction which the continuing
directors may choose to state and an opinion of a reputable
mvestment banking firm as to the fairness of the terms of
such business transaction from the point of view of the
remaining public stockholders of the corporation. A
“business transaction” includes any merger or consolidation
of the corporation with or into a control person, any sale,
lease, exchange, transfer or other disposition of all or any
substantial part of the assets of the corporation or of a
subsidiary to a control person, any merger or consolidation
of a control person with or into the corporation or a
subsidiary of the corporation, any sale, lease, exchange,
transfer or other disposition of all or any substantial part of
the assets of a control person to the
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corporation or a subsidiary of the corporation, the issuance
of any securities of the corporation or a subsidiary of the
corporation to a control person, the acquisition by the
corporation or a subsidiary of the corporation of any
securities of a control person, any reclassification or
recapitalization involving stock of the corporation
consummated within S years after becoming a control
person, any plan or proposal by a control person for the
dissolution or liquidation of the corporation, and any
agreement, contract or other arrangement providing for any
business transaction. A “control person” includes a holder
who beneficially owns in the aggregate, stock of the
corporation which bears the rights to 10% or more of the
total votes entitled to be cast in an election of directors, and
any affiliate or associate of any such holder.

Preemptive Rights

A preemptive right allows a shareholder to maintain its
proportionate share of ownership of a corporation by
permitting such shareholder the right to purchase a
proportionate share of any new stock issuance and thereby
protecting the shareholder from dilution of value and control
upon new stock issuances.

Minnesota law provides that all shareholders are
entitled to preemptive rights unless the articles of
incorporation specifically deny or limit

preemptive rights. UnitedHealth Group’s articles of
incorporation provide that the shareholders have no
preemptive rights to purchase securities of any class, kind
Or series.

Unless the certificate of incorporation provides
otherwise, under Delaware law, stockholders of a
corporation have no preemptive rights. PacifiCare’s
certificate of incorporation does not provide for preemptive
rights.

Advance Notice Requirements of Shareholder/Stockholder Proposals

UnitedHealth Group’s bylaws provide that for a
shareholder proposal to be properly made by a shareholder at

a regular meeting, the shareholder must give written notice of

the proposal. UnitedHealth Group’s bylaws also provide that
for a nomination of a director to be properly made by a
shareholder at a regular meeting, the shareholder must give
written notice of the nomination. In both cases, UnitedHealth
Group must receive the relevant notice at least 120 days
before the anniversary of the date of the proxy statement
from the previous year’s regular meeting.

http://www .sec.gov/Archives/edgar/data/731766/000119312505165298/ds4.htm
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PacifiCare’s bylaws provide that for a stockholder
proposal, including a proposal for a nomination of a
director, to be properly made by a stockholder at an annual
meeting, the stockholder must have given timely notice in
writing, such business must be a proper matter for
stockholder action under Delaware law and if the
stockholder has provided the corporation with a solicitation
notice, such stockholder must have, in the case of a
proposal, delivered a proxy statement and form of proxy to
holders, or, in the case of nominations, must have delivered
a proxy statement and form of proxy to holders of a
percentage of the corporation’s voting shares reasonably
believed by such stockholder to be sufficient to elect the
nominees proposed to be nominated, and must, in
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each case, have included in such materials the solicitation
notice. To be timely, a stockholder’s notice must be
delivered to the secretary at the principal executive offices
of PacifiCare not later than the close of business on the 90th
day nor earlier than the close of business on the 120th day
prior to the first anniversary of the preceding year’s annual
meeting. However, in the event that the date of the annual
meeting 1s advanced more than 30 days prior to or delayed
by more than 30 days after the anniversary of the preceding
year’s annual meeting, then notice of a stockholder proposal
must be delivered not earlier than the close of business on
the 120th day prior to such annual meeting and not later
than the close of business on the later of the 90th day prior
to such annual meeting or the 10th day following the day on
which public announcement of the date of such meeting is
first made.

Inspection of Corporate Documents

Under the UnitedHealth Group bylaws, UnitedHealth
Group’s board of directors is required to keep at
UmtedHealth Group’s principal executive office, or, if its
principal executive office is not in Minnesota, shall make
avatlable at its registered office within ten days after receipt
by an officer of the corporation of a written demand for them
made by a shareholder or other person authorized by
Minnesota Statutes Section 302A.461, originals or copies of:

(1) records of all proceedings of shareholders for the
last three years;

(2) records of all proceedings of the board for the last
three years;

(3) its articles and all amendments currently in effect;
(4) its bylaws and all amendments currently in effect;

(5) financial statements required by Minnesota
Statutes, Section 302A.463, and the financial statement for
the most recent interim period prepared in the course of the
operation of the corporation for distribution to the
sharcholders or to a governmental agency as a matter of
public record,;

(6) reports made to shareholders generally within the
last three years;

http://www sec.gov/Archives/edgar/data/731766/000119312505165298/ds4.htm
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Under Delaware law, a stockholder’s right to inspect
the corporate books is fixed by statute. Section 220(b) of the
Delaware General Corporation Law provides that “[a]ny
stockholder, in person or by attorney or other agent, shall,
upon written demand under oath stating the purpose thereof,
have the right during the usual hours for business to inspect
for any proper purpose the corporation’s stock ledger, a list
of its stockholders, and its other books and records, and to
make copies or extracts therefrom. A proper purpose shall
mean a purpose reasonably related to such person’s interest
as a stockholder.” The PacifiCare bylaws do not modify the
Delaware provisions.
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(7) a statement of the names and usual business
addresses of its directors and principal officers;

(8) voting trust agreements described in Section
302A.453; and

(9) shareholder control agreements described in
Section 302A .457.

Classes of Stock

UnitedHealth Group is authorized by its articles of PacifiCare is authorized by its certificate of
incorporation to issue 3,000,000,000 shares of common incorporation to issue an aggregate of 200,000,000 shares of
stock, par value $0.01 per share. In addition, UnitedHealth common stock, par value $0.01 per share. In addition,
Group is authorized by its articles of incorporation to issue PacifiCare is authorized to issue 40,000,000 shares of
10,000,000 shares of preferred stock, par value $.001 per preferred stock, par value $0.01, and will have rights,
share. There are no shares of preferred stock issued or powers and preferences thereof as PacifiCare’s board of
outstanding. The UnitedHealth Group board is authorized to directors may later determine.

issue preferred stock in one or more series and to fix the
voting rights, liquidation preferences, dividend rights,
conversion rights, redemption rights and terms, including
sinking fund provisions and certain other rights and
preferences, of the preferred stock.
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The following description of the capital stock of UnitedHealth Group does not purport to be complete, and is subject, in
all respects, to applicable Minnesota law and to the provisions of the UnitedHealth Group articles of incorporation. The
following description is qualified by reference to the UnitedHealth Group articles of incorporation.

UnitedHealth Group Common Stock

UnitedHealth Group 1s authonzed by the UnitedHealth Group articles of incorporation to issue 3,000,000,000 shares of
common stock, par value $0.01 per share, of which shares were issued and outstanding as of and which
were held of record by approximately shareholders.

Holders of shares of UnitedHealth Group common stock are entitled to one vote per share on all matters to be voted on
by shareholders. UnitedHealth Group shareholders are not entitled to cumulate their votes in the election of directors. The
holders of UmitedHealth Group common stock are entitled to receive such dividends, if any, as may be declared by the
UnitedHealth Group board of directors in its discretion out of funds legally available therefor. Subject to the rights of any
preferred stock outstanding, upon liquidation or dissolution of UnitedHealth Group, the holders of UnitedHealth Group
common stock are entitled to receive on a pro rata basis all assets remaining for distribution to shareholders. Shares of
UnitedHealth Group common stock do not have preemptive or other subscription or conversion rights and are not subject to
any redemption or sinking fund provisions. All of the outstanding shares of UnitedHealth Group common stock are, and the
shares of UnitedHealth Group common stock to be issued as described in this proxy statement/prospectus will be, fully paid
and nonassessable.

UnitedHealth Group Preferred Stock

UnitedHealth Group is authorized by the UnitedHealth Group articles of incorporation to issue 10,000,000 shares of
preferred stock, par value $0.001 per share. There are no shares of preferred stock issued or outstanding. The UnitedHealth
Group board 1s authorized to issue preferred stock in one or more series and to fix the voting rights, liquidation preferences,
dividend rights, conversion rights, redemption rights and terms, including sinking fund provisions and certain other rights and
preferences, of the preferted stock. The UnitedHealth Group board of directors can, without shareholder approval, issue
shares of such preferred stock with voting and conversion rights that could adversely affect the voting power of the holders of
UnitedHealth Group common stock and may have the effect of delaying, deferring or preventing a change in control of
UnitedHealth Group.

Special Voting Rights

UnitedHealth Group sharcholders are entitled to certain “supermajority” voting rights as described above in the sections
entitled “—Comparison of Rights of Shareholders of UnitedHealth Group and Stockholders of PacifiCare—Board of
Directors,” “—Amendments to Bylaws and Articles,” and “—Business Combinations, Control Share Acquisitions and Anti-
Takeover Provisions™ beginning on pages 128, 129 and 132, respectively of this proxy statement prospectus.
Board of Directors

The board of directors of UnitedHealth Group is divided into three classes as nearly equal in number as possible. Each
class serves three years with the term of office of one class expiring at the annual meeting each year in successive years. This
classification of directors may have the effect of delaying, deferring or preventing a change in control of UnitedHealth
Group.

Transfer Agent and Registrar

The transfer agent and registrar for the UnitedHealth Group common stock is Wells Fargo Shareowner Services.
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EXPERTS

The consolidated financial statements and management’s report on the effectiveness of internal control over financial
reporting included in Annex S of this prospectus from the UnitedHealth Group Incorporated and Subsidiaries (UnitedHealth
Group or the Company) Annual Report on Form 10-K for the year ended December 31, 2004, have been audited by Deloitte
& Touche LLP, an independent registered public accounting firm, as stated in their reports, which are attached as Annex S
hereto. and have been so incorporated in reliance upon the reports of such firm given upon their authority as experts in
accounting and auditing.

With respect to the unaudited interim financial information of UnitedHealth Group for the periods ended March 31,
2005 and 2004 and June 30, 2005 and 2004, incorporated into this prospectus by reference to UnitedHealth Group’s
Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2005 and June 30, 2005 attached as Annexes T and
U hereto, Deloitte & Touche LLP, an independent registered public accounting firm, have applied limited procedures in
accordance with the standards of the Public Company Accounting Oversight Board (United States) for a review of such
information. However, as stated in their reports included in the Company’s Quarterly Reports on Form 10-Q for the quarters
ended March 31, 2005 and June 30, 2005 and attached as Annexes T and U hereto, they did not and they do not express an
opinion on that interim financial information. Accordingly, the degree of reliance on their reports on such information sheuld
be restricted in light of the limited nature of the review procedures applied. Deloitte & Touche LLP are not subject to the
liability provisions of Section 11 of the Securities Act of 1933 for their reports on the unaudited interim financial information
because those reports are not “reports™ or a “part” of the registration statement prepared or certified by an accountant within
the meaning of Sections 7 and 11 of the Act.

The consolidated financial statements and Schedule of PacifiCare appearing in PacifiCare’s Annual Report on Form 10-
K for the year ended December 31, 2004 attached as Annex E hereto, and PacifiCare’s management’s assessment of the
effectiveness of the internal control over financial reporting as of December 31, 2004 included therein have been audited by
Emst & Young LLP, independent registered public accounting firm, as set forth in their report thereon appearing elsewhere
herein. Such consolidated financial statements and management’s assessment are included herein in reliance upon such report
given on the authority of such firm as experts in accounting and auditing.

With respect to the unaudited condensed consolidated interim financial information of PacifiCare for the periods ended
March 31, 2005 and 2004 and June 30, 2005 and 2004 included in PacifiCare’s Quarterly Report on Form 10-Q for the
quarterly periods ended March 31, 2005 and June 30, 2005 attached as Annexes F and G hereto, respectively, Emst & Young
have reported that they have applied limited procedures in accordance with professional standards for a review of such
information. However, as stated in their separate reports dated July 26, 2005 and April 26, 2005 included therein, they did not
audit and they do not express an opinion on that interim financial information. Accordingly, the degree of reliance on their
report on such information should be restricted considering the limited nature of the review procedures applied. Emnst &
Young LLP is not subject to the liability provisions of Section 11 of the Securities Act for their report on the unaudited
interim financial information because those reports are not a “report” or a “‘part” of the registration statement prepared or
certified by the auditors within the meaning of Sections 7 and 11 of the Securities Act.

LEGAL MATTERS

David J. Lubben, UnitedHealth Group’s General Counsel, will pass on the validity of the securities offered in this proxy
statement/prospectus for UnitedHealth Group. Mr. Lubben beneficially owns less than 1% of UnitedHealth Group’s common
stock. Weil, Gotshal & Manges LLP, special counsel to UnitedHealth Group, and Skadden, Arps, Slate, Meagher & Flom
LLP, special counsel to PacifiCare, will render opinions to UnitedHealth Group and PacifiCare, respectively, on the
qualification of the merger as a “reorganization” within the meaning of Section 368(a) of the Code.
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FUTURE SHAREHOLDER PROPOSALS

UnitedHealth Group’s 2005 annual meeting of sharcholders took place on May 3, 2005. UnitedHealth Group
shareholders wishing to present proposals to be considered at the 2005 annual meeting of shareholders were required to
submit their proposals to UnitedHealth Group in accordance with all applicable rules and regulations of the SEC and
UnitedHealth Group’s bylaws by December 10, 2004.

PacifiCare’s 2005 annual meeting of stockholders took place on May 19, 2005. The deadline for the receipt of a
proposal to be considered for inclusion in PacifiCare’s proxy statement for the 2005 annual meeting was December 21, 2004.
PacifiCare’s 2006 annual meeting of stockholders is tentatively planned for late spring 2006, but will not be held if the
merger is completed. Therefore, PacifiCare reserves the right to postpone or cancel its 2006 annual meeting. If such annual
meeting is held, all stockholder proposals must meet the eligibility and other criteria required by Rule 14a-8 of the Exchange
Act and must be received by PacifiCare on or before December 21, 2005, in order to be considered for inclusion in
PacifiCare’s proxy statement and form of proxy relating to the 2006 annual meeting of PacifiCare’s stockholders. In addition,
under PacifiCare’s bylaws, any stockholder proposal for consideration at the 2006 annual meeting of PacifiCare’s _
stockholders submitted outside the process of Rule 14a-8 of the Exchange Act will be untimely unless it is received by no
later than February 18, 2006 and no earlier than January 19, 2006 and is ctherwise in compliance with the requirements set
forth in PacifiCare’s bylaws.

WHERE YOU CAN FIND MORE INFORMATION

PacifiCare and UnitedHealth Group file annual, quarterly, current and special reports, proxy statements and other
information with the SEC. You may read and copy any reports, statements or other information they file at the SEC’s public
reference room at 450 Fifth Street, N'W_, Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further
information on the public reference room. PacifiCare and UnitedHealth Group filings with the SEC are also available to the
public from commercial document retrieval services and at the Intenet Website maintained by the SEC at
http://www.sec.gov. UnitedHealth Group and PacifiCare filings are also available at the offices of the New York Stock
Exchange. For further information on obtaining copies of their public filings at the New York Stock Exchange, you should
call (212) 656-5060.

UnitedHealth Group has filed a registration statement on Form S-4 to register the shares of UnitedHealth Group
common stock to be issued to PacifiCare stockholders in the merger. This proxy statement/prospectus is a part of the
registration statement and constitutes the prospectus of UnitedHealth Group as well as the proxy statement of PacifiCare for
the special meeting. This proxy statement/prospectus does not contain all the information set forth in the registration
statement, certain portions of which have been omitted as permitted by the rules and regulations of the SEC. Such additional
information may be obtained from the SEC’s principal office in Washington, D.C. or at the Internct website maintained by
the SEC at http://www .sec.gov. Statements contained in this proxy statement/prospectus as to the contents of any contract or

other document referred to herein or therein are not necessarily complete, and in each instance reference is made to the copy
of such contract or other document filed as an exhibit to the registration statement or such other document, each such
statement being qualified in all respects by such reference.

As allowed by SEC rules, this proxy statement/prospectus, including the attached annexes, exhibits and schedules does
not contain all the information you can find in the registration statement on Form S-4 filed by UnitedHealth Group to register
the shares of stock to be issued pursuant to the merger and the exhibits to the registration statement. The SEC allows
UnitedHealth Group and PacifiCare to “incorporate by reference” information into this proxy statement/prospectus, which
means that we can disclose important information to you by referring you to other doduments filed separately with the SEC.
The information incorporated by reference is deemed to be part of this proxy statement/prospectus, except for any
information superseded by information in this proxy statement/prospectus or incorporated by reference subsequent to the date

of this proxy statement/prospectus. This proxy statement/prospectus incorporates by reference the documents set forth below
that
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UnitedHealth Group and PacifiCare have previously filed with the SEC. These documents contain important information
about the companies and their financial condition and are attached hereto as Annexes E through Y.

The following UnitedHealth Group filings with the SEC (all filed under file number 001-110864):
* Annual Report on Form 10-K for the fiscal year ended December 31, 2004.

*  Quarterly Reports on Form 10-Q for the quarters ended March 31, 2005 and June 30, 2005.
*+ Current Reports on Form 8-K dated February 2, 2005, March 2, 2005, May 24, 2005 and July 6, 2005.

The following PacifiCare filings with the SEC (all filed under file number 001-31700):
* Annual Report on Form 10-K for the fiscal year ended December 31, 2004.

*  Quarterly Reports on Form 10-Q for the quarters ended March 31, 2005 and June 30, 2005.

*  Current Report on Form 8-K with a filing date of January 5, 2005, March 31, 2005, April 6, 2005,

Apnil 19, 2005, May 6, 2005, May 25, 2005, May 31, 2005, June 15, 2005, July 12, 2005, July 12, 2005 and August
4, 2005.

UnitedHealth Group and PacifiCare also incorporate by reference into this proxy statement/prospectus additional
documents that either may file with the SEC pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act between the
date of this proxy statement/prospectus and (a) in the case of filings by UnitedHealth Group, the earlier of the completion of
the merger or the termination of the merger agreement, and (b) in the case of filings by PacifiCare, the earlier of the date of
the special meeting of PacifiCare stockholders or the termination of the merger agreement. These documents deemed
incorporated by reference include periodic reports, such as Annual Reports on Form 10-K and Quarterly Reports on Form 10-
Q, and Current Reports on Form 8-K as well as proxy and information statements.

UnitedHealth Group has supplied all information contained or incorporated by reference into this proxy
statement/prospectus relating to UnitedHealth Group and Point Acquisition, and PacifiCare has supplied all information
contained in or incorporated by reference into this proxy statement/prospectus relating to PacifiCare.

MISCELLANEOUS

You should rely only on the information contained in this proxy statement/prospectus including the Annexes to
this proxy statement/prospectus to vote on the merger. We have not authorized anyone to provide you with
information that is different from what is contained in this proxy statement/prospectus. You should not assume that
the information contained in this proxy statement/prospectus is accurate as of any date other than its date, and
neither the mailing of this proxy statement/prospectus to stockholders nor the issuance of UnitedHealth Group
common stock in the merger shall create any impiication to the contrary. This proxy statement/prospectus does not
constitute an offer to sell, or a solicitation of an offer to buy, any securities, or the solicitation of a proxy, in any
jurisdiction to or from any person to whom it is not lawful to make any such offer or solicitation in such jurisdiction.

This proxy statement/prospectus does not cover any resales of the UnitedHealth Group common stock offered
hereby to be received by stockholders of PacifiCare deemed to be “affiliates” of PacifiCare or UnitedHealth Group
upon the completion of the merger. No person is authorized to make use of this proxy statement/prospectus in
connection with such resales.

a
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CERTAIN INFORMATION REGARDING UNITEDHEALTH GROUP AND PACIFICARE

UnitedHealth Group has supplied all the information contained in this proxy statement/prospectus relating to
UnitedHealth Group and PacifiCare has supplied all such information relating to PacifiCare. Some of the important business
and financial information relating to UnitedHealth Group and PacifiCare that you may want to consider in deciding how to
vote appears as Annexes to this proxy statement/prospectus.

PacifiCare’s Annual Report on Forin 10-K for the fiscal year ended December 31, 2004 appears as Annex E, and its
Quarterly Reports on Form 10-Q for the quarterly period ended March 31 and June 30, 2005 appears as Annexes F and G.

UnitedHealth Group’s Annual Report on Form 10-K for the fiscal year ended December 31, 2004 appears as Annex S,
and its Quarterly Reports on Form 10-Q for the quarterly period ended March 31 and June 30, 2005 appears as Annexes T
and U.

The foregoing Annexes (excluding any documents incorporated by reference therein or exhibits thereto) are a part of
this proxy statement/prospectus and should be carefully reviewed for the information regarding UnitedHealth Group and
PacifiCare contained in those Annexes.

143

http://www.sec.gov/Archives/edgar/data/731766/000119312505165298/ds4.htm 9/14/2005



Form S-4 Registration Statement Page 164 of 204

Table of Contents

ANNEX A

AGREEMENT AND PLAN OF MERGER
DATED AS OF JULY 6, 2005
BY AND AMONG
UNITEDHEALTH GROUP INCORPORATED
POINT ACQUISITION LLC
AND
PACIFICARE HEALTH SYSTEMS, INC.
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AGREEMENT AND PLAN OF MERGER

This AGREEMENT AND PLAN OF MERGER (this “Agreement”™), dated as of July 6, 2005, is by and among
UnitedHealth Group Incorporated, a Minnesota corporation {“Parent”), Point Acquisition LLC, a limited liability company
organized under the laws of the State of Delaware and a direct wholly-owned subsidiary of Parent (“Merger Sub™), and
PacifiCare Health Systems, Inc., a Delaware corporation (the “Company™).

WITNESSETH:

WHEREAS., the respective Boards of Directors of Parent and the Company and the Managing Member of Merger Sub
have approved and declared advisable this Agreement and the merger of the Company with and into Merger Sub (the
“Merger™), upon the terms and subject to the conditions set forth in this Agreement;

WHEREAS, for United States Federal income tax purposes, it is intended that the Merger qualify as a reorganization
within the meaning of Section 368(a) of the Internal Revenue Code of 1986, as amended (the “Code™), and the rules and
regulations promulgated thereunder, and that this Agreement constitutes, and hereby is adopted as, a plan of reorganization;

WHEREAS, Parent, Merger Sub and the Company desire to make certain representations, warranties, covenants and
agreements in connection with the Merger and also to prescribe various conditions to the Merger; and

WHEREAS, concurrently with the execution of this Agreement, Parent (and/or one of its Subsidiaries) is entering into
employment agreements with the individuals set forth on Exhibit A hereto (such employment agreements referred to,
collectively, as the “New Employment Agreements,” and such individuals, the “Covered Employees™) in order to provide for
the continued service and employment of such persons.

NOW, THEREFORE, in consideration of the representations, warranties, covenants and agreements contained in this
Agreement, the parties hereto agree as follows:

ARTICLE1
The Merger

Section 1.01 The Merger. Upon the terms and subject to the conditions set forth in this Agreement and in accordance
with the General Corporation Law (the “DGCL”) and the Limited Liability Company Act of the State of Delaware
(collectively, “Delaware Law”), the Company shall be merged with and into Merger Sub at the Effective Time. At the
Effective Time, as a result of the Merger, the separate corporate existence of the Company shall cease, and Merger Sub shall
continue as the surviving entity in the Merger (the “Surviving Entity”) and shall succeed to and assume all the rights and
obligations of the Company in accordance with Delaware Law.

Section 1.02 Closing. The closing of the Merger (the “Closing”) will take place at 10:00 a.m. on a date to be specified
by the parties (the “Closing Date”), which shall be no later than the second business day after satisfaction or waiver of the
conditions set forth in Article VII (other than those conditions that by their terms are to be satisfied at the Closing, but subject
to the satisfaction or waiver of those conditions at such time), at the offices of Weil, Gotshal & Manges LLP, 767 Fifth
Avenue, New York, NY 10153, unless another time, date or place is agreed to in writing by the parties hereto.

Section 1.03 Effective Time. Subject to the provisions of this Agreement, as soon as practicable on the Closing Date, the
parties shall file with the Secretary of State of the State of Delaware a certificate of merger (the “Certificate of Merger™)
executed in accordance with the relevant provisions of Delaware Law and, as soon as practicable on or after the Closing
Date, shall make all other filings or recordings required under Delaware Law. The Merger shall become effective at such
time as the Certificate of Merger is duly filed with the Secretary of State of the State of Delaware, or at such other time as
Parent and the Company shall agree upon and shall specify in the Certificate of Merger (the time the Merger becomes
effective being the “Effective Time”).

A-1
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Section 1.04 Effects of the Merger. The Merger shall have the effects set forth in Delaware Law.
Section 1.05 Certificate of Formation; Operating Agreement.

(a) The Certificate of Formation of Merger Sub, as in effect immediately prior to the Effective Time, shall be the
Certificate of Formation of the Surviving Entity until thereafter changed or amended as provided therein or by Delaware Law
or other applicable Law.

(b) The Operating Agreement of Merger Sub, as in effect immediately prior to the Effective Time, shall be the
Operating Agreement of the Surviving Entity until thereafter changed or amended as provided therein or by applicable Law;
provided, however, that the Operating Agreement of the Surviving Entity shall be amended as necessary to comply with the
obligations of the Surviving Entity set forth in Section 6.04 hereof.

Section 1.06 Managers. The managers of Merger Sub immediately prior to the Effective Time shall be the managers of
the Surviving Entity until the eartier of their resignation or removal or until their respective successors are duly designated, as
the case may be.

Section 1.07 Officers. The officers of Merger Sub immediately prior to the Effective Time shall be the officers of the
Surviving Entity until the earlier of their resignation or removal or until their respective successors are duly elected and
qualified, as the case may be.

Section 1.08 Alternative Merger Structure. Notwithstanding any other provision of this Agreement, if requested in
writing by Parent at least three business days prior to the Closing Date, the transactions contemplated hereby shall be effected
(subject to the conditions contained herein) by (i) Merger Sub converting into a Delaware corporation (the “Corporate
Merger Subsidiary™) and (i1) Corporate Merger Subsidiary merging with and into the Company (the “Reverse Merger™),
provided that such revision to the structure does not preclude satisfaction of the closing conditions set forth in Section 7.02(e)
and Section 7.03(c), without any waiver thereof. In such event, the Company shall be the Surviving Entity, the conversion of
the outstanding Company securities will occur as provided in the following Article, and each issued and outstanding share of
capital stock of Corporate Merger Subsidiary shall be converted into and become one validly issued, fully paid and
nonassessable share of common stock, par value $0.01 per share, of the Surviving Entity in the Reverse Merger. The other
provisions of this Agreement will continue to apply in the event of the Reverse Merger, mutatis mutandis (with all references
to Merger Sub deemed to mean the Corporate Merger Subsidiary). Notwithstanding anything to the contrary set forth in this
Section 1.08, no revision to the structure of the transactions contemplated hereby shall (i) result in any change in the Merger
Consideration, (ii) be materially adverse to the interests of Parent, the Company, Merger Sub, the holders of shares of Parent
Common Stock or the holders of shares of Company Common Stock, or (iii) unreasonably impede or delay consummation of
the Merger. The parties agree to amend this Agreement to the extent necessary to provide for more specific mechanics of the
alternative structure described in this Section 1.08.

ARTICLE 11
Effect of the Merger on the Capital Stock of the Constituent Entities;
Exchange of Certificates; Company Equity Awards

Section 2.01 Effect on Capital Stock. As of the Effective Time, by virtue of the Merger and without any action on the
part of the Company, Parent, Merger Sub or any holder of any shares of common stock, par value $0.01 per share, of the
Company (together with the associated Company Rights, the “Company Common Stock”) or any membership interests of
Merger Sub:

(a) Membership Interests of Merger Sub. The issued and outstanding membership interests of Merger Sub shall remain
outstanding and shall constitute the only issued and outstanding equity interests of the Surviving Entity.

A-2
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(b) Cancellation of Treasury Stock. Each share of Company Common Stock that is owned by the Company (as treasury
stock or otherwise}, automatically shall be canceled and retired and shall cease to exist, and no shares of Parent Common
Stock, cash or other consideration shall be delivered in exchange therefor.

(¢) Conversion of Company Common Stock. Subject to Section 2.02(e), each issued and outstanding share of Company
Common Stock (other than shares to be canceled in accordance with Section 2.01(b), and other than as provided in Section
2.02(k) with respect to shares as for which appraisal rights have been perfected), shall be converted into the right to receive:

(1) 1.10 (the “Exchange Ratio™) validly issued, fully paid and nonassessable shares of common stock, par value
$0.01 per share, of Parent (“Parent Common Stock™) (the “Stock Consideration™); and

(11) $21.50 in cash (the “Cash Consideration”™ and, together with the Stock Consideration, the “Merger
Consideration™).

As of the Effective Time, all such shares of Company Common Stock shall no longer be outstanding and shall
automatically be canceled and retired and shall cease to exist, and each holder of a certificate which immediately prior to the
Effective Time represented any such shares of Company Common Stock (each, a “Certificate”) shall cease to have any rights
with respect thereto, except the right to receive the Merger Consideration, any dividends or other distributions to which such
holder is entitled pursuant to Section 2.02(c) and cash in lieu of any fractional share of Parent Common Stock to which such
holder is entitled pursuant to Section 2.02(¢), in each case to be issued or paid in consideration therefor upon surrender of
such Certificate in accordance with Section 2.02(b), without interest. Notwithstanding the foregoing, if between the date of
this Agreement and the Effective Time, the outstanding shares of Parent Common Stock or Company Common Stock shall
have been changed into a different number of shares or a different class, by reason of the occurrence or record date of any
stock dividend, subdivision, reclassification, recapitalization, split, combination, exchange of shares or similar transaction,
the Merger Consideration shall be appropriately adjusted to reflect such stock dividend. subdivision, reclassification,
recapitalization, split, combination, exchange of shares or similar transaction.

Section 2.02 Exchange of Certificates.

(a) Exchange Agent. As of the Effective Time, Parent shall deposit, for the benefit of the holders of shares of Company
Common Stock, with Wells Fargo Bank, N.A. or such other bank or trust company as may be designated by Parent, with the
Company’s prior written consent, which shall not be unreasonably withheld or delayed, as exchange agent (the “Exchange
Agent” ), for exchange in accordance with this Article 11, through the Exchange Agent, (i) certificates (or evidence of shares
in book-entry form) representing the shares of Parent Common Stock issuable pursuant to Section 2.01(c) in exchange for
outstanding shares of Company Common Stock, (ii) cash sufficient to pay the Cash Consideration and (iii) from time to time
as needed, additional cash sufficient to pay cash in lieu of fractional shares pursuant to Section 2.02(¢) hereof and any
dividends and other distributions pursuant to Section 2.02(c) hereof (such shares of Parent Common Stock and Cash
Consideration, together with any dividends or other distributions with respect thereto with a record date after the Effective
Time and any cash payments in lieu of any fractional shares of Parent Common Stock, being hereinafter referred to as the
“Exchange Fund”).

(b) Exchange Procedures. As promptly as practicable after the Effective Time, Parent shall cause the Fxchange Agent to
mail to each holder of record of a Certificate whose shares of Company Common Stock were converted into the right to
receive the Merger Consideration pursuant to Section 2.01(c), (1) a form of letter of transmittal (which shall specify that
delivery shall be effected, and risk of loss and title to the Certificates shall pass, only upon delivery of the Certificates to the
Exchange Agent and which shall be in customary form and shall have such other provisions as Parent may reasonably
specify) and (ii} instructions for use in surrendering the Certificates in exchange for certificates (or evidence of shares in
book-entry form) representing the Stock Consideration portion of the Merger Consideration and cash representing the Cash
Consideration portion of the Merger Consideration, any dividends or other distributions to which holders of Certificates are
entitled pursuant
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to Section 2.02(c) and cash in lieu of any fractional shares of Parent Common Stock to which such holders are entitled
pursuant to Section 2.02(e). Upon surrender of a Certificate for cancellation to the Exchange Agent, together with such letter
of transmittal, duly completed and validly executed, and such other documents as may be reasonably required by the
Exchange Agent, the holder of such Certificate shall be entitled to receive in exchange therefor (A) a certificate (or evidence
of shares in book-entry form) representing that number of whole shares of Parent Common Stock that such holder has the
right to receive pursuant to the provisions of this Article II after taking into account all the shares of Company Common
Stock then held by such holder under all such Certificates so surrendered and (B) a check for the cash that such holder is
entitled to receive pursuant to the provisions of this Article II after taking into account all the shares of Company Common
Stock then held by such holder under all such Certificates so surrendered, including for the Cash Consideration portion of the
Merger Consideration, any dividends or other distributions to which such holder is entitled pursuant to Section 2.02(c) and
cash in lieu of any fractional shares of Parent Common Stock to which such holder is entitled pursuant to Section 2.02(e), and
the Certificate so surrendered shall then be canceled. In the event of a transfer of ownership of shares of Company Common
Stock that is not registered in the transfer records of the Company, (w) a certificate (or evidence of shares in book-entry
form) representing the proper number of shares of Parent Common Stock, (x) a check for the Cash Consideration portion of
the Merger Consideration, (y) any dividends or other distributions to which such holder is entitled pursuant to Section 2.02(c)
and (z) cash in lieu of any fractional shares of Parent Common Stock to which such holder is entitled pursuant to Section 2.02
(e), may be issued to a person other than the person in whose name the Certificate so surrendered is registered, if, upon
presentation to the Exchange Agent, such Certificate shall be properly endorsed or otherwise be in proper form for transfer
and the person requesting such issuance shall pay any transfer or other taxes required by reason of the issuance of shares of
Parent Common Stock to a person other than the registered holder of such Certificate or establish to the reasonable
satistaction of the Exchange Agent that such tax has been paid or is not applicable. Until surrendered as contemplated by this
Section 2.02(b), each Certificate shall be deemed at any time after the Effective Time to represent only the right to receive
upon such surrender the Merger Consideration, any dividends or other distributions to which the holder of such Certificate is
entitled pursuant to Section 2.02(c) and cash in lieu of any fractional share of Parent Common Stock to which such holder is
entitled pursuant to Section 2.02(e). No interest will be paid or will accrue on the Merger Consideration or on any cash
payable to holders of Certificates pursuant to Section 2.02(c) or (e).

(¢) Distributions with Respect to Unexchanged Shares. No dividends or other distributions with respect to Parent
Common Stock with a record date after the Effective Time shall be paid to the holder of any unsurrendered Certificate with
respect to the share of Parent Common Stock that the holder thereof has the right to receive upon the surrender thereof, and
no cash payment in lieu of any fractional shares of Parent Common Stock shall be paid to any such holder pursuant to Section
2.02(e), i each case until the holder of such Certificate shall surrender such Certificate in accordance with this Article I1.
Following surrender of any Certificate, there shall be paid to the holder thereof (i) at the time of such surrender, the amount
of cash payable in lieu of any fractional share of Parent Common Stock to which such holder is entitled pursuant to Section
2.02(e) and the amount of dividends or other distributions payable with respect to such whole shares of Parent Common
Stock with a record date after the Effective Time and paid with respect to Parent Common Stock prior to such surrender and
(i1) at the appropriate payment date, the amount of dividends or other distributions with a record date after the Effective Time
but prior to such surrender and a payment date subsequent to such surrender payable with respect to such whole shares of
Parent Common Stock.

(d) No Further Ownership Rights in Company Common Stock. All shares of Parent Common Stock issued and cash paid
upon the surrender for exchange of Certificates in accordance with the terms of this Article II (including any dividends or
other distributions paid pursuant to Section 2.02(c) and cash paid in lieu of any fractional shares pursuant to Section 2.02(¢))
shall be deemed to have been issued (and paid) in full satisfaction of all rights pertaining to the shares of Company Common
Stock previously represented by such Certificates, and at the close of business on the day on which the Effective Time
occurs, the stock transfer books of the Company shall be closed and there shall be no further registration of transfers on the
stock transfer books of the Surviving Entity of the shares of Company Common Stock that were outstanding immediately
prior to the Effective Time.
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Subject to the last sentence of Section 2.02(f), if, at any time after the Effective Time, Certificates are presented to the
Surviving Entity or the Exchange Agent for any reason, they shall be canceled and exchanged as provided in this Article 11.

(¢) No Fractional Shares.

(1) No certificates, scrip or evidence of shares in book-entry form representing fractional shares of Parent Common
Stock shall be 1ssued upon the surrender for exchange of Certificates, no dividends or other distributions of Parent shall
relate to such fractional share interests and such fractional share interests will not entitle the owner thereof to vote or to
any rights of a stockholder of Parent.

(11) In lieu of such fractional share interests, Parent shall pay to each former holder of shares of Company Common
Stock an amount in cash equal to the product obtained by multiplying (A) the fractional share interest to which such
former holder (after taking into account all shares of Company Common Stock held at the Effective Time by such
holder) would otherwise be entitled and (B) the per share closing price of Parent Common Stock on the Closing Date
(or, if such date is not a trading day, the trading day immediately preceding the Closing Date) on the NYSE Composite
Transactions Tape (or, if not reported thereby, as reported by any other authoritative source). As promptly as practicable
after the determination of the amount of cash, if any, to be paid to holders of fractional interests, the Exchange Agent
shall so notify Parent and Parent shall cause the Surviving Entity to deposit such amount with the Exchange Agent and
shall cause the Exchange Agent to forward payments to such holders of fractional interests subject to and in accordance
with the terms hereof.

(f) Termination of Exchange Fund. Any portion of the Exchange Fund that remains undistributed to the holders of the
Certificates for nine months after the Effective Time shall be delivered to Parent, upon demand, and any holders of
Certificates who have not previously complied with this Article 11 shall thereafter look only to Parent for payment of their
claim for the Merger Consideration, any dividends or other distributions with respect to shares of Parent Common Stock and
cash in lieu of any fractional shares of Parent Common Stock in accordance with this Article 11. If any Certificate shall not
have been surrendered immediately prior to the date on which any Merger Consideration (and all dividends or other
distributions payable pursuant to Section 2.02(c) and all cash payable in lieu of fractional shares pursuant to Section 2.02(e))
would otherwise escheat to or become the property of any Governmental Authority (as defined below), any such Merger
Consideration (and all dividends or other distributions payable pursuant to Section 2.02(c) and all cash payable in lieu of
fractional shares pursuant to Section 2.02(e)) in respect thereof shall, to the extent permitted by applicable Law, become the
property of Parent, free and clear of all claims or interest of any person previously entitled thereto.

(g) No Liability. None of Parent, Merger Sub, the Company or the Exchange Agent shall be liable to any person in
respect of any shares of Parent Common Stock (or dividends or other distributions with respect thereto) or cash in lieu of any
fractional shares of Parent Common Stock or cash from the Exchange Fund, in each case delivered to a public official
pursuant to any applicable abandoned property, escheat or similar Law.

(h) Investment of Exchange Fund. The Exchange Agent shall invest any cash included in the Fxchange Fund, as directed
by Parent, on a daily basis. Any interest and other income resulting from such investments shall be the property of, and shall
be paid to, Parent. Any losses resulting from such investments shall not in any way diminish Parent’s and Merger Sub’s
obligation to pay the full amount of the Merger Consideration.

(1) Lost Certificates. If any Certificate shall have been lost, stolen or destroyed, upon the making of an affidavit of that
fact by the person claiming such Certificate to be lost, stolen or destroyed and, if required by Parent or the Exchange Agent,
the posting by such person of a bond in such reasonable amount as Parent or the Exchange Agent may direct as indemnity
against any claim that may be made against it with respect to such Certificate, the Fxchange Agent will issue in exchange for
such lost, stolen or destroyed Certificate the Merger Consideration, any dividends or other distributions to which the holder
of such Certificate would be entitled pursuant to Section 2.02(c) and cash in lieu of any fractional share of Parent Common
Stock to which such holder would be entitled pursuant to Section 2.02(e), in each case in accordance with the terms of this
Agreement.
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() Withholding Rights. The Exchange Agent shall be entitled to deduct and withhold from the consideration otherwise
payable to any holder of shares of Company Common Stock pursuant to this Agreement such amounts as may be required to
be deducted and withheld with respect to the making of such payment under the Code and the rules and regulations
promulgated thereunder, or under any provision of state or foreign tax Law. To the extent that amounts are so withheld and
paid over to the appropriate taxing authority, such withheld amounts shall be treated for the purposes of this Agreement as
having been paid to the former holder of the shares of Company Common Stock. Any such withholding shall be applied first
against the Cash Consideration to the full extent thereof and then against the Stock Consideration. If withholding is required
from shares of Parent Common Stock, the Exchange Agent shall sell in the open market such shares of Parent Common
Stock on behalf of the former holder of Company Common Stock as is necessary to satisfy such withholding obligation and
shall pay such cash proceeds to the appropriate taxing authority.

(k) Dissenting Shares. Notwithstanding Section 2.01(c), any shares of Company Common Stock outstanding
immediately prior to the Effective Time and held by a person who has not voted in favor of the Merger or consented thereto
in writing and who has properly demanded appraisal for such shares in accordance with Delaware Law (the “Dissenting
Shares’) shall not be converted into a right to receive the Merger Consideration, unless such holder fails to perfect or
withdraws or otherwise loses its rights to appraisal or it is determined that such holder does not have appraisal rights in
accordance with Delaware Law. If, after the Effective Time, such holder fails to perfect or withdraws or loses its right to
appraisal, or if it is determined that such holder does not have appraisal rights, such shares shall be treated as if they had been
converted as of the Effective Time into the right to receive the Merger Consideration. The Company shall give Parent and
Merger Sub prompt notice of any demands received by the Company for appraisal of shares, and Parent and Merger Sub shall
have the right to participate in all negotiations and proceedings with respect to such demands except as required by applicable
Law. The Company shall not, except with prior written conscnt of Parent, make any payment with respect to, or settle or
offer to settle, any such demands, unless and to the extent required to do so under applicable Law.

Section 2.03 Company Equity Awards.

(a) Except as provided in Section 5.01(a)(ii)(2) of the Company Disclosure Letter, all stock options (the “Company
Stock Options”) outstanding, whether or not exercisable and whether or not vested, at the Effective Time granted under the
Company’s 1996 Stock Option Plan for Officers and Key Employees, 1996 Non-Officer Directors Stock Plan, Amended
1997 Premium Priced Stock Option Plan, 2000 Employee Plan, 2000 Non-Employee Directors Stock Plan and the 2005
Equity Inventive Plan (collectively, the “Company Stock Plans™), shall remain outstanding following the Effective Time. At
the Effective Time, all of the Company Stock Options shall, by virtue of the Merger and without any further action on the
part of the Company or the holder thereof, be assumed in full by Parent, which shall have assumed the Company Stock Plans
as of the Effective Time by virtue of this Agreement and without any further action by Parent. From and after the Effective
Time, all references to the Company in the Company Stock Plans and in any agreement granting Company Stock Options
shall be deemed to refer to Parent. Each Company Stock Option assumed by Parent (each, a “Substitute Stock Option™) shall
be converted automatically into options to purchase shares of Parent Common Stock upon the same terms and conditions as
are in effect immediately prior to the Effective Time with respect to such Company Stock Option, except that (i) each such
Substitute Stock Option shall represent the right to acquire, that whole number of shares of Parent Common Stock (rounded
down to the next whole share) equal to the number of shares of Company Common Stock subject to such Company Stock
Option multiplied by the Option Exchange Ratio and (ii) the option price per share of Parent Common Stock under each
Substitute Stock Option shall be an amount equal to the option price per share of Company Common Stock subject to the
related Company Stock Option in effect immediately prior to the Effective Time divided by the Option Exchange Ratio (the
option price per share, as so determined, being rounded up to the next 100" of a cent). Each Substitute Stock Option shall
otherwise have the same terms and conditions (inchuding with respect to vesting and exercisability), as such Company Stock
Option. For purposes of this Agreement, the “Option Exchange Ratio” shall be the sum of (x) plus (y), where (x) is the
Exchange Ratio and (y) is the number equal to the quotient of the Cash Consideration divided by the Parent Trading Price.
The “Parent Trading Price” means the per share closing trading price of Parent
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Common Stock on the NYSE Composite Transactions Tape (or, if not reported thereby. as reported by any other authoritative
source), on the trading day immediately prior to the Closing Date. Except as provided in Section 5.01(a)(ii)(2) of the
Company Disclosure Letter, Parent acknowledges and agrees that all outstanding Company Stock Options shall vest in full as
of the Effective Time under the terms of the Company Stock Plans as a result of the transactions contemplated by this
Agreement.

(b) Except as provided in Section 5.01(a)(i1)(2) of the Company Disclosure Letter, each share of Company Common
Stock outstanding as of the Effective Time granted under the Company Stock Plans which is subject to forfeiture risk
(*Company Restricted Shares™) shall be deemed fully vested as of the Effective Time in accordance with the terms of such
plans and, in full settlement thereof (net of applicable withholding in accordance with the practices of the Company prior to
the date of this Agreement), shall be converted into the right to receive the per share Merger Consideration contemplated by
Section 2.01 of this Agreement, which shall be paid by Parent as promptly as practicable after the Effective Time. Except as
provided in Section 5.01(a)(i1)(2) of the Company Disclosure Letter, each deferred stock unit (“Company DSUs™) and
restricted stock unit (“Company RSUs™) deferred under the Company Stock Plans, the Third Amended and Restated Stock
Unit Deferred Compensation Plan and the Third Amended and Restated Non-Qualified Deferred Compensation Plan
(collectively, the *“Company Deferred Stock Plans*) shall become distributable (whether or not then vested) and, in full
settlement thereof (net of applicable withholding in accordance with the practices of the Company prior to the date of this
Agreement), shall be converted into the right to receive the per share Merger Consideration contemplated by Section 2.01 of
this Agreement, which shall be paid by Parent as promptly as practicable after the Effective Time. Each share of Company
Common Stock to which holders of Company Restricted Shares, Company DSUs and Company RSUs are entitled as of the
Effective Time shall be converted into the right to receive the Merger Consideration in accordance with Sections 2.01 and
2.02 of this Agreement. To the extent that amounts are withheld from the consideration otherwise payable to holders of
Company Restricted Shares, Company DSUs or Company RSUs pursuant to this Section 2.03, such withheld amounts shall
be treated for all purposes of this Agreement as having been paid to the holders in respect of which the withholding was
made.

(c) As soon as reasonably practicable after the Effective Time, Parent shall deliver, or cause to be delivered, to each
holder of a Substitute Stock Option a notice setting forth such holder’s rights pursuant thereto. Except as provided herein,
Parent shall comply with the terms of all such Substitute Stock Options and ensure that the conversion and assumption
provided in this Section 2.03 with respect to any Company Stock Option that qualifies as an “incentive stock option” (as
defined in section 422 of the Code) shall be effected in a manner consistent with the requirements of section 424(a) of the
Code. Parent shall take all actions with respect to the Company Stock Plans, and the Company Stock Options that are
necessary to implement the provisions of this Section 2.03, including all corporate action necessary to reserve for issuance a
sufficient number of shares of Parent Common Stock for delivery upon exercise of Substitute Stock Options pursuant to the
terms set forth in this Section 2.03. Parent shall register the shares of Parent Common Stock subject to Substitute Stock
Options by filing on the Closing Date a registration statement on Form S-8 (or any successor form) or another appropriate
form, with the United States Securities and Exchange Commission (the “SEC”) and Parent shall use commercially reasonable
efforts to maintain the effectiveness of such registration statement or registration statements with respect thereto for so long
as Substitute Stock Options remain outstanding.

(d) Parent and the Company agree that, in order to most effectively compensate and retain Company Insiders in
connection with the Merger, both prior to and after the Effective Time, it is desirable that Company Insiders not be subject to
arisk of liability under Section 16(b) of the Securities Exchange Act of 1934, as amended, and the rules and regulations
promulgated thereunder (the “Exchange Act”), to the fullest extent permitted by applicable Law in connection with the
conversion of shares of Company Common Stock and other equity securities including derivative securities (i.e., Company
Stock Options, Company DSUs and Company RSUs) into shares of Parent Common Stock and Substitute Stock Options in
the Merger, and for that compensatory and retentive purpose agree to the provisions of this Section 2.03(d). The Board of
Directors of the Company (the “Company Board”), or a committee of Non-Employee Directors (as such term is defined for
purposes of Rule 16b-3(d) under the Exchange Act) thereof, shall adopt a resolution providing that the
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disposition by Company Insiders of Company Common Stock, Company DSUs and Company RSUs in exchange for Merger
Consideration and the disposition by Company Insiders of Company Stock Options upon conversion into Substitute Stock
Options, in each case pursuant to the transactions contemplated by this Agreement, are intended to be exempt from liability
pursuant to Section 16(b) under the Exchange Act. “Company Insiders” shall mean those officers and directors of the
Company who are subject to the reporting requirements of Section 16(a) of the Exchange Act. Actions described in this
Section 2.03(c) shall be taken in accordance with the interpretative letter, dated January 12, 1999, issued by the SEC’s
Division of Corporation Finance to Skadden, Arps, Slate, Meagher & Flom LLP relating to Rule 16b-3 under the Exchange
Act.

(e) Except as set forth in Section 5.01(a)(ii) of the Company Disclosure Letter, since January 1, 2004, the Company,
including the Company Board and any committee acting on behalf of the Company Board, has not, and will not hereafter,
except for the Company Stockholder Approval and the Merger, take any action to accelerate the vesting or exercisability, or
otherwise amend, modify or change the terms, of any Company Stock Option, Company Restricted Shares, Company DSUs
or Company RSUs.

ARTICLE 111

Representations and Warranties of the Company

Except as set forth in the disclosure letter (with specific reference to the Section or Subsection of this Agreement to
which the information stated in such disclosure relates; provided that any fact or condition disclosed in any section of such
disclosure letter in such a way as to make its relevance to a representation or representations made elsewhere in this
Agreement or information called for by another section of such disclosure letter reasonably apparent shall be deemed to be an
exception to such representation or representations or to be disclosed on such other section of such disclosure letter
notwithstanding the omission of a reference or cross reference thereto) delivered by the Company to Parent prior to the
execution of this Agreement (the “Company Disclosure Letter”), the Company represents and warrants to Parent and Merger
Sub as follows:

Section 3.01 Organization, Standing and Corporate Power. The Company and each of its Subsidiaries is an entity duly
organized, validly existing and in good standing under the Laws of the jurisdiction in which it is formed and has all requisite
power and authority to carry on its business as now being conducted. The Company and each of its Subsidiaries is duly
qualified or licensed to do business and is in good standing in each jurisdiction in which the nature of its business or the
ownership, leasing or operation of its properties makes such qualification or licensing necessary, other than in such
jurisdictions where the failure to be so qualified, licensed or in good standing, individually or in the aggregate has not
resulted in, and would not reasonably be expected to result in, material direct or indirect costs or liabilities to the Company
and its Subsidiaries, taken as a whole. The Company has made available to Parent complete and correct copies of its
Certificate of Incorporation (the “Company Certificate”) and By-laws (the “Company By-laws”) and the certificate of
incorporation and by-laws (or comparable organizational documents) of each of its Subsidiaries, in each case as amended to
the date of this Agreement. The Company has made available to Parent and its representatives correct and complete copies of
the minutes of all meetings of stockholders, the Company Board and each committee of the Company Board and the board of
directors of each of its Subsidiaries held since December 31, 2001.

Section 3.02 Subsidiaries. Section 3.02 of the Company Disclosure Letter lists all the Subsidiaries of the Company and,
for each such Subsidiary, the state of formation and each jurisdiction in which such Subsidiary is qualified or licensed to do
business. All the outstanding shares of capital stock of, or other equity interests in, each such Subsidiary have been validly
1ssued and are fully paid and nonassessable and are owned directly or indirectly by the Company free and clear of all pledges,
claims, liens, charges, encumbrances or security interests of any kind or nature whatsoever (collectively, “Liens™), and free of
any restriction on the right to vote, sell or otherwise dispose of such capital stock or other equity interests. Except for the
capital stock or other equity or voting interests of its Subsidiaries and publicly traded securities held for investment which do
not exceed 5% of the outstanding securities of any entity, the Company does not own, directly or indirectly, any capital stock
or other equity or voting interests in any person.
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Section 3.03 Capital Structure.

(a) The authorized capital stock of the Company consists of (x) 200,000,000 shares of Company Common Stock and (y)
40,000,000 shares of preferred stock, par value $0.01 per share (“Company Preferred Stock™), of which, as of the date hereof,
2,000,000 shares of Company Preferred Stock have been designated as Series A Junior Participating Preferred Stock, of
which 2,000,000 shares are reserved for issuance upon the exercise of preferred share purchase rights (the “*Company
Rights™) issued pursuant to the Rights Agreement, dated as of November 19, 1999, between the Company and ChaseMellon
Shareholder Services, L.L.C., as rights agent (which firm has been replaced as rights agent by ComputerShare Investor
Services L.L.C.) (the “Rights Agent), pursuant to the terms thereof) (the “Rights Agreement”). At the close of business on
June 29, 2005, (1) 87,628,414 shares of Company Common Stock were issued and outstanding (which number includes
977,619 Company Restricted Shares), (i1) no shares of Company Common Stock were held by the Company in its treasury,
(i11) 14,753,323 shares of Company Common Stock were reserved for issuance pursuant to the Company Stock Plans and the
Company Deferred Stock Plans (of which 7,647,807 shares of Company Common Stock were subject to outstanding
Company Stock Options, 977,619 shares of Company Common Stock were subject to outstanding Company Restricted
Shares, 1,256,443 shares of Company Common Stock were subject to outstanding Company RSUs and 641,969 shares of
Company Common Stock were subject to outstanding Company DSUs), (iv) 6,428,566 shares of Company Common Stock
were reserved for issuance upon conversion of the Company’s 3% Convertible Subordinated Debentures due 2032 (the
“Convertible Debentures”) issued pursuant to an Indenture, dated as of November 22, 2002, between the Company and State
Street Bank and Trust Company of California, N.A. (a complete and correct copy of which has been delivered or made
available to Parent) and (v) no shares of Company Preferred Stock were issued or outstanding.

(b) The Company has delivered to Parent a correct and complete list, as of June 24, 2005, of all outstanding Company
Stock Options, Company Restricted Shares, Company RSUs, Company DSUs and any other rights to purchase or receive
shares of Company Common Stock granted under the Company Stock Plans or otherwise, the number of shares of Company
Common Stock subject thereto, whether or not a stock option is an incentive stock option, expiration dates and exercise
prices thereof, in each case broken down as to each plan, agreement or other arrangement and as to each individual holder.
Except as set forth above in this Section 3.03, at the close of business on June 24, 2005, no shares of capital stock or other
voting securities of the Company were issued, reserved for issuance or outstanding. Except as set forth above in this Section
3.03, there are no outstanding stock appreciation rights, rights to receive shares of Company Common Stock on a deferred
basis or other rights that are linked to the value of Company Common Stock granted under the Company Stock Plans or
otherwise. All outstanding shares of capital stock of the Company are, and all shares which may be issued pursuant to the
Company Stock Plans will be, when issued in accordance with the terms thereof, duly authorized, validly issued, fully paid
and nonassessable and not subject to preemptive rights.

(c) Except as set forth above in this Section 3.03, there are no bonds, debentures, notes or other indebtedness of the
Company having the right to vote (or convertible into, or exchangeable for, securities having the right to vote) on any matters
on which stockholders of the Company may vote. Except as set forth above in this Section 3.03, (i) there are not issued,
reserved for issuance or outstanding (A) any securities of the Company or any of its Subsidiaries convertible into or
exchangeable or exercisable for shares of capital stock or voting securities of the Company or any of its Subsidiaries or (B)
any warrants, calls, options or other rights to acquire from the Company or any of its Subsidiaries, or any obligation of the
Company or any of its Subsidiaries to issue, any capital stock, voting securities or securities convertible into or exchangeable
or exercisable for capital stock or voting securities of the Company or any of its Subsidiaries and (ii) there are not any
outstanding obligations of the Company or any of its Subsidiaries to repurchase, redeem or otherwise acquire any such
securities or to issue, deliver or sell, or cause to be issued, delivered or sold, any such securities. Neither the Company nor
any of its Sybsidiaries is a party to any voting agreement with respect to the voting of any such securities.

(d) Section 3.03(d) of the Company Disclosure Letter sets forth a complete and correct list of the following information,
as of June 29, 2005, with respect to the Convertible Debentures: (i) the aggregate principal amount thereof, (ii) the aggregate
amount of accrued and unpaid interest thereon and (iii) the conversion price thereof as of the date hereof.
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Section 3.04 Authority; Noncontravention.

(a) The Company has all requisite corporate power and authority to enter into this Agreement and, subject to the
adoption of this Agreement and the Merger by the affirmative vote of the holders of a majority of the outstanding shares of
Company Common Stock (the “Company Stockholder Approval’), to consummate the Merger and the other transactions
contemplated by this Agreement. The execution and delivery of this Agreement by the Company and the consummation by
the Company of the Merger and the other transactions contemplated by this Agreement have been duly authorized by all
necessary corporate action on the part of the Company, and no other corporate proceedings on the part of the Company are
necessary to authorize this Agreement or to consummate the transactions contemplated hereby, subject, in the case of the
Merger, to receipt of the Company Stockholder Approval. This Agreement has been duly executed and delivered by the
Company and, assuming the due authorization, execution and delivery by each of the other parties hereto, constitutes a legal
valid and binding obligation of the Company, enforceable against the Company in accordance with its terms (subject to
applicable bankruptcy, solvency, fraudulent transfer, reorganization, moratorium and other Laws affecting creditors’ rights
generally from time to time in effect and by general principles of equity). As of the date hereof, the Company Board, at a
meeting duly called and held at which all the directors of the Company were present in person or by telephone, duly and
unanimously adopted resolutions (i) declaring that this Agreement, the Merger and the other transactions contemplated by
this Agreement are advisable and in the best interests of the Company and the Company’s stockholders, (ii) approving and
adopting this Agreement, the Merger and the other transactions contemplated by this Agreement, (iii) directing that the
adoption of this Agreement be submitted to a vote at a meeting of the stockholders of the Company, and (iv) recommending
that the stockholders of the Company adopt this Agreement. The provisions of Section 203 of the DGCL are mapplicable to
this Agreement, the Merger and the other transactions contemplated by this Agreement. No “fair price”, “merger

7, “control share acquisition” or other anti-takeover or similar statute or regulation applies or purports to apply to

bl

moratorium”,
this Agreement, the Merger or the other transactions contemplated by this Agreement.

(b) The execution and delivery of this Agreement by the Company do not, and the consummation of the Merger and the
other transactions contemplated by this Agreement by the Company and compliance with the provisions of this Agreement
by the Company will not, conflict with, or result in any violation or breach of, or default (with or without notice or lapse of
time or both) under, or give rise to a right of termination, cancellation or acceleration of any obligation or to the loss of a
benefit under, or result in the creation of any Lien in or upon any of the properties or other assets of the Company or any of
its Subsidiaries under, (i) the Company Certificate or the Company By-laws or the comparable organizational documents of
any of its Subsidiaries, (ii) any loan or credit agreement, bond, debenture, note, mortgage, indenture, lease or other contract,
agreement, obligation, commitment, arrangement, understanding, instrument, permit or license (each, a “Contract™), to which
the Company or any of its Subsidiaries is a party or any of their respective properties or other assets is subject or (iii) subject
to the governmental filings and other matters referred to in Section 3.05, any Law applicable to the Company or any of its
Subsidiaries or their respective properties or other assets, other than, in the case of clauses (ii) and (iii) above, any such
conflicts, violations, breaches, defaults, rights, losses or Liens that individually or in the aggregate (A) have not had and
would not reasonably be expected to have a Company Material Adverse Effect, (B) would not reasonably be expected to
impair in any material respect the ability of the Company to perform its obligations hereunder and (C) would not reasonably
be expected to prevent or materially delay the consummation of any of the transactions contemplated by this Agreement.

(c) For purposes of this Agreement, “Company Material Adverse Effect” shall mean any change, effect, event,
circumstance, occurrence or state of facts that is materially adverse to the business, financial condition or results of
operations of the Company and its Subsidiaries, taken as a whole, other than any change, effect, event, circumstance,
occurrence or state of facts relating to (a) the economy or the financial markets in general, (b) the industries in which the
Company and its Subsidiaries operate in general, (c) the announcement of the execution of this Agreement or the transactions
contemplated hereby or the identity of Parent (provided that the exclusion set forth in this clause (c) shall not apply to Section
3.04(b) hereof), (d) changes in applicable Laws or regulations after the date hereof, (¢) changes in GAAP or regulatory
avvounting prinviples after tho datc hercof,
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(1) liabilities relating to the pending or threatened litigations, mediations, arbitrations and investigations set forth in Section
3.09 of the Company Disclosure Letter in an aggregate amount equal to or less than the amount set forth in Section 3.04(c)(1)
of the Company Disclosure Letter or (g) any litigation, mediation, arbitration or investigation set forth in Section 3.04(c)(ii)
of the Company Disclosure Letter; provided that with respect to clauses (a), (b), (d) and (¢), such change, effect, event,
circumstance, occurrence or state of facts (i) does not specifically relate to (or have the effect of specifically relating to) the
Company and its Subsidiaries and (ii) is not more adverse to the Company and its Subsidiaries than to other companies
operating in the industries in which the Company and its Subsidiaries operate.

Section 3.05 Governmental Approvals. No consent, approval, order or authorization of, action by or in respect of, or
registration, declaration or filing with, any Governmental Authority is required by the Company or any of its Subsidiaries in
connection with the execution and delivery of this Agreement by the Company or the consummation by the Company of the
Merger or the other transactions contemplated by this Agreement, except for those required under or in relation to (a) the
premerger notification and report form under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended (the
“HSR Act”), (b) the Securities Act of 1933, as amended, and the rules and regulations promulgated thereunder (the
“Securities Act”), (c) the Exchange Act, (d) the Certificate of Merger to be filed with the Secretary of State of the State of
Delaware and appropriate documents to be filed with the relevant authorities of other states in which the Company is
qualified to do business, (e) any appropriate filings with and approvals of the New York Stock Exchange (the “NYSE"), (f)
the state insurance department, department of health and other filings and/or approvals set forth in Section 3.05(f) of the
Company Disclosure Letter, (g) state securities or “blue sky” laws and (h) such other consents, approvals, orders,
authorizations, registrations, declarations and filings the failure of which to be obtained or made individually or in the
aggregate would not reasonably be expected to (x) have a Company Material Adverse Effect, (y) impair in any material
respect the ability of the Company to perform its obligations hereunder or (z) prevent or materially delay the consummation
of any of the transactions contemplated by this Agreement. The Regulated Subsidiaries are only domiciled or commercially
domiciled in the jurisdictions set forth in Section 3.05 of the Company Disclosure Letter. The Regulated Subsidiaries hold
licenses to conduct their businesses from state insurance and health departments only in the states listed in Section 3.05 of the
Company Disclosure Letter. For purposes of this Agreement, “Governmental Authority” shall mean any Federal, state, local
or foreign government, any court, administrative, regulatory or other governmental agency, commission or authority or any
non-govemnmental self-regulatory agency, commission or authority having regulatory authority over the Company, Parent or
their respective subsidiaries, as the case may be.

Section 3.06 Company SEC Documents; No Undisclosed Liabilities.

(a) The Company has filed all reports, schedules, forms, statements and other documents (including exhibits and other
information incorporated therein) with the SEC required to be filed by the Company since December 31, 2001 (such
documents, the “Company SEC Documents”). No Subsidiary of the Company is required to file, or files, any form, report or
other document with the SEC. As of their respective dates, the Company SEC Documents complied in all material respects
with the requirements of the Securities Act, or the Exchange Act, as the case may be, applicable to such Company SEC
Documents, and none of the Company SEC Documents contained any untrue statement of a material fact or omitted to state a
material fact required to be stated therein or necessary in order to make the statements therein, in light of the circumstances
under which they were made, not misleading, unless such information contained in any Company SEC Document has been
corrected, revised or superceded by a later-filed Company SEC Document filed prior to the date hereof. The financial
statements of the Company included in the Company SEC Documents comply as to form in all material respects with
applicable accounting requirements and the published rules and regulations of the SEC with respect thereto, have been
prepared in accordance with generally accepted accounting principles (“GAAP”) (except, in the case of unaudited statements,
as permitted by Form 10-Q of the SEC) applied on a consistent basis during the periods involved (except as may be indicated
in the notes thereto) and fairly present in all material respects the financial position of the Company and its consolidated
Subsidiaries as of the dates thereof and the consolidated results of their operations and cash flows for the periods then ended
(subject, in the case of unaudited statements, to the absence of footnote disclosure and to normal and recurring year-end audit
adjustments).
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(b) Except (1) as set forth in the financial statements included in the Company’s Annual Report on Form 10-K filed prior
to the date hereof for the year ended December 31, 2004 or (ii) as incurred in the ordinary course of business since December
31, 2004, neither the Company nor any of its Subsidiaries has any liabilities or obligations of any nature (whether accrued,
absolute, contingent or otherwise) that individually or in the aggregate have had or would reasonably be expected to have a
Company Material Adverse Effect.

Section 3.07 Information Supplied. None of the information supplied or to be supplied by the Company specifically for
inclusion or incorporation by reference in (a) the registration statement on Form S-4 to be filed with the SEC by Parent in
connection with the issuance of shares of Parent Common Stock in the Merger (as amended or supplemented from time to
time, the “Form S-47) will, at the time the Form S-4 is filed with the SEC, at any time it is amended or supplemented and at
the time it becomes effective under the Securities Act, contain any untrue statement of a material fact or omit to state any
material fact required to be stated therein or necessary to make the statements therein, in light of the circumstances under
which they are made, not misleading or (b) the proxy statement relating to the Company Stockholders Meeting (together with
any amendments thereof or supplements thereto, in each case in the form or forms mailed 1o the Company’s stockholders, the
“Proxy Statement”) will, at the date the Proxy Statement is first mailed to the stockholders of the Company and at the time of
the Company Stockholders Mecting, contain any untrue statement of a material fact or omit to state any matenal fact required
to be stated therein or necessary in order to make the statements therein, in light of the circumstances under which they are
made, not misleading. The Proxy Statement will comply as to form in all material respects with the requirements of the
Exchange Act. Notwithstanding the foregoing, no representation or warranty is made by the Company with respect to
statements made or incorporated by reference in the Form S-4 or the Proxy Statement based on information supplied by
Parent or Merger Sub specifically for inclusion or incorporation by reference in the Form S-4 or the Proxy Statement or
portions thereof that relate only to Parent and its Subsidiaries.

Section 3.08 Absence of Certain Changes or Events. Since the date of the most recent audited financial statements
included in the Company SEC Documents filed by the Company and publicly available prior to the date of this Agreement
(the “Filed Company SEC Documents™), except (a) for liabilities incurred in connection with this Agreement or the
transactions contemplated hereby to Parent, Merger Sub and the Company’s financial and legal advisors or (b) as disclosed in
the Filed Company SEC Documents there has not been any change, effect, event, circumstance, occurrence or state of facts
that individually or in the aggregate has had or would reasonably be expected to have a Company Material Adverse Effect.

Section 3.09 Litigation. There is no suit, action, claim, proceeding or investigation pending or, to the Knowledge of the
Company, threatened against the Company or any of its Subsidiaries that individually or in the aggregate has had or would
reasonably be expected to have a Company Material Adverse Effect, nor is there any judgment, decree, injunction, rule or
order of any Governmental Authority or arbitrator outstanding against, or, to the Knowledge of the Company, investigation
by any Governmental Authority involving, the Company or any of its Subsidiaries that individually or in the aggregate has
had or would reasonably be expected to have a Company Material Adverse Effect.

Section 3.10 Contracts.

(a) As of the date hereof, neither the Company nor any of its Subsidiaries is a party to, and none of their respective
properties or other assets is subject to, any Contract that is of a nature required to be filed as an exhibit to a report or filing
under the Securities Act or the Exchange Act, other than any Contract that is filed as an exhibit to the Filed Company SEC
Documents.

(b) Except for Contracts filed in unredacted form as exhibits to the Filed Company SEC Documents, Section 3. 10(b) of
the Company Disclosure Letter sets forth a correct and complete list as of the date of this Agreement, and the Company has
made available to Parent correct and complete copies (including all amendments, modifications, extensions, renewals,
guaranties or other Contracts with respect thereto, but excluding certain
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names, terms and conditions that have been redacted in compliance with applicable Laws governing the sharing of
information or otherwise), of:

(1) all Contracts (other than Contracts of the category required to be disclosed in clause (x1v), clause (xv) or clause
(xvi) of this Section 3.10(b), regardless of vatue) of the Company or any of its Subsidiaries having an aggregate value
per Contract, or involving payments by or to the Company or any of its Subsidiaries, of more than $750,000 on an
annual basis;

(i) all Contracts to which the Company or any of its Subsidiaries is a party, or by which the Company, any of its
Subsidiaries or any of its Affiliates is bound, that contain a covenant restricting the ability of the Company or any of its
Subsidiaries (or which, following the consummation of the Merger, would restrict the ability of Parent or any of its
Subsidiaries, including the Surviving Entity and its Subsidiaries) to compete in any business or with any person or in
any geographic area;

(i1) all Contracts of the Company or any of its Subsidiaries with any Affiliate of the Company (other than any of its
Subsidiaries);

(iv) any (A) Contract to which the Company or any of its Subsidiaries is a party granting any license to Intellectual
Property, and (B) other license (other than real estate) having an aggregate value per license, or involving payments by
the Company or any of its Subsidiaries, of more than $750,000 on an annual basis;

(v) all confidentiality agreements (other than in the ordinary course of business), agreements by the Company not
to acquire assets or securities of a third party or agreements by a third party not to acquire assets or securities of the
Company;

(vi) any Contract having an aggregate value per Contract, or involving payments by or to the Company or any of its
Subsidiaries, of more than $750,000 on an annual basis that requires consent of or notice to a third party in the event of
or with respect to the Merger, including in order to avoid a breach or termination of or loss of benefit under any such
Contract;

(vii) all joint venture, profit sharing, partnership or other similar agreements involving co-investment with a third
party to which the Company or any of its Subsidiaries is a party (other than any such profit sharing or similar
agreements entered into in the ordinary course of business); b

(viii) any Contract or order with or from a Governmental Authority (other than ordinary course Contracts with
Governmental Authorities as a customer or as a Provider) which imposes any material obligation or restriction on the
Company or its Subsidiaries;

(ix) all leases, subleases, licenses or other Contracts pursuant to which the Company or any of its Subsidiaries use
or hold any material property involving payments by or to the Company or any of its Subsidiaries of more than
$750,000 on an annual basis;

(x) all material outsourcing Contracts;

(xi) all Contracts with investment bankers, financial advisors, attorneys, accountants or other advisors retained by
the Company or any of its Subsidiaries involving payments to be made by or to the Company or any of its Subsidiaries
after the date of this Agreement of more than $750,000 on an annual basis;

(xii) all Contracts providing for the indemnification by the Company or any of its Subsidiaries of any person,
except for any such Contract that is not material to the Company or any of its Subsidiaries;

(xiii) all Contracts pursuant to which any indebtedness of the Company or any of its Subsidiaries is outstanding or
may be incurred and’all guarantees of or by the Company or any of its Subsidiaries of any indebtedness of any other
person (other than the Company or any of its Subsidiaries) (except for such indebtedness or guarantees the aggregate
principal amount of which does not exceed $750,000 on an annual basis and excluding trade payables arising in the
ordinary course of business);

(xtv) (i) the largest Contracts of the Company and its Subsidiaries with facilities and capitated Providers (including
hospitals and medical groups) in the states of California, Texas, Arizona and Colorado

A-13

http://www sec. gov/Archives/edgar/data/731766/000119312505165298/ds4.htm 9/14/2005



Form S-4 Registration Statement Page 190 of 204

Table of Contents

(measured in terms of total projected payments by the Company and its Subsidiaries during the year ending December
31, 2005) that, in the aggregate, represent at least 60% of the total projected 2005 payments by the Company and its
Subsidiaries to such Providers in each of such states and (ii) the largest Contracts of the Company and its Subsidiaries
with such Providers in the states of Oklahoma, Oregon, Nevada and Washington (measured in terms of total projected
payments by the Company and its Subsidiaries during the year ending December 31, 2005) that, in the aggregate,
represent at least 50% of the total projected 2005 payments by the Company and its Subsidiaries to such Providers in
each of such states (collectively, the “Largest Provider Contracts™);

(xv) Contracts of the Company and its Subsidiaries with the 20 largest customers in California and the 10 largest
customers in the Other Core States in the aggregate (in each case measured in terms of total projected payments to the
Company and its Subsidiaries during the year ending December 31, 2005) (the “Largest Customer Contracts”);

(xvi) Contracts of the Company and its Subsidiaries with the 20 largest brokers, the 10 largest general agents and
the largest broker for American Medical Security Group, Inc. (measured in terms of total projected payments by the
Company and its Subsidiaries during the year ending December 31, 2005) (the “Largest Broker Contracts™),

(xvii) any Contract with respect to any risk sharing or risk transfer arrangement or that provides for a retroactive
premium or similar adjustment or withholding arrangement, pursuant to the terms of which an adjustment, premium,
payment or arrangement is reasonably expected to result therefrom in an amount of $750,000 or more:

(xviii) any Contract or policy for reinsurance with third parties;

(xix) any demonstration or pilot or other material Contract with the Centers for Medicare and Medicaid Services
(“CMS”) or any successor thereto; and

(xx) any Contract with the Office of Personnel Management, or any successor thereto.

(¢) (1) None of the Company or any of its Subsidiaries (x) is, or has received written notice or has Knowledge that any
other party to any of its Contracts is, in violation or breach of or default (with or without notice or lapse of time or both)
under, or (y) has waived or failed to enforce any rights or benefits under, any Contract to which it is a party or any of its
properties or other assets is subject, and (ii) to the Knowledge of the Company, there has occurred no event giving to others
any right of termination, amendment or cancellation of (with or without notice or lapse of time or both) any such Contract
except for violations, breaches, defaults, waivers or failures to enforce rights or benefits covered by clauses (i) or (ii) above
that individually or in the aggregate have not had and would not reasonably be expected to have a Company Material
Adverse Effect.

Section 3.11 Compliance with Laws.

(a) The Company and each of its Subsidiaries, has been since December 31, 2002 and is in compliance with all statutes,
laws, ordinances, rules, regulations, judgments, orders and decrees of any Governmental Authority, including the federal
Medicare statute, the Federal Civil False Claims Act and the Health Insurance Portability and Accountability Act of 1996, or
the regulations promulgated pursuant to such statutes or acts or any similar state laws, or regulations, applicable to it, its
properties or other assets or its business or operations (collectively, “Laws™), except for instances of non-compliance that
individually or in the aggregate have not had and would not reasonably be expected to have a Company Material Adverse
Effect. None of the Company or any of its Subsidiaries has received, since December 31, 2002, a notice or other
communication alleging or relating to a possible material violation of any Laws applicable to its businesses or operations.
The Company and its Subsidiaries have in effect all material permits, licenses, certificates of authority, variances,
exemptions, authorizations, operating certificates, franchises, orders and approvals of all Governmental Authorities
(collectively, “Permits”) necessary to carry on their businesses as now conducted, and since December 31, 2002, there has
occurred no material violation of, default (with or without notice or lapse of time or both) under, or
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event giving to others any right of termination or cancellation of, with or without notice or lapse of time or both, any Permit.
There is no event which has occurred that, to the Knowledge of the Company, would reasonably be expected to result in the
revocation, cancellation, non-renewal or adverse modification of any such Permit which revocation, cancellation, non-
renewal or adverse modification individually or in the aggregate would reasonably be expected to have a Company Material
Adverse Effect. Assuming all Closing Consents (as defined below) are made or obtained, the Merger, in and of itself, would
not cause the revocation or cancellation of any such Permit.

(b) Since December 31, 2002, (i) neither the Company nor any of its Subsidiaries has received, nor otherwise has any
Knowledge of, any written notice from any Governmental Authority or has become a party to any enforcement action, order
decree, stipulation or open and pending financial examination that (x) alleges any material noncompliance (or that the
Company or any of its Subsidiaries is under investigation or the subject of an inquiry by any such Governmental Authority
for such alleged material noncompliance) with any applicable material Law, (y) asserts any risk-based capital deficiency or
(z) would be reasonably likely to result in a material fine, assessment or cease and desist order, or the suspension, revocation
or material limitation or restriction of any Permit; and (ii) neither the Company nor any of its Subsidiaries has entered into
any agreement or settlement with any Governmental Authority with respect to its non-compliance with, or violation of, any
applicable Law. Since December 31, 2002, to the Knowledge of the Company, no third party service provider acting on
behalf of the Company or any of its Subsidiaries, has received any written notice from any Governmental Authority or has
become a party to any enforcement action, order, decree or stipulation that alleges any material noncompliance (or that such
third party service provider is under investigation or the subject of an inquiry by any such Governmental Authority for such
alleged material noncompliance) with the Health Insurance Portability and Accountability Act of 1996 and the regulations
promulgated thereunder or applicable state privacy or information security laws and regulations.

2

(c¢) Since December 31, 2002, the Company and each of its Subsidiaries has timely filed all material regulatory reports,
schedules, statements, documents, filings, submissions, forms, registrations and other documents, together with any
amendments required to be made with respect thereto, that each was required to file with any Governmental Authority,
including state health and insurance regulatory authorities (“Company Regulatory Filings”) and any applicable Federal
regulatory authorities, and have timely paid all Taxes, fees and assessments due and payable in connection therewith, except
where the failure to make such filings on a timely basis or payments would not be material to the Company or any of its
Subsidiaries, taken as a whole. All such Company Regulatory Filings complied in all material respects with applicable Law.

(d) All premium rates, rating plans, policy forms and terms established or used by the Company’s Subsidiaries that are
required to be filed with and/or approved by Governmental Authorities have been in all material respects so filed and/or
approved, the premiums charged conform in all material respects to the premiums so filed and/or approved and comply in all
material respects with the Laws applicable thereto, and to the Company’s Knowledge, no such premiums are subject to any
mvestigation by any Governmental Authority.

(¢) The Company and its Subsidiaries have implemented policies, procedures and/or programs designed to assure that its
producers, agents, brokers and employees are in material compliance with all applicable Laws, including laws, regulations,
directives and opinions 6f Governmental Authorities relating to advertising, licensing, sales and compensation disclosure
practices, unfair trade practices and conflict of interest policies. Each of the Company and its Subsidiaries, and to the
Knowledge of the Company, each agent acting on behalf of the Company or any of its Subsidiaries has marketed,
administered, sold and issued insurance and healthcare products in compliance in all material respects with all applicable
Laws.

(f) The Company and, to the Knowledge of the Company, each of its executive officers and directors are in compliance
with, and have complied, in all material respects with (i) the applicable provisions of the Sarbanes-Oxley Act of 2002 and the
related rules and regulations promulgated under such act or the Exchange Act (“Sarbanes-Oxley”) and (ii) the applicable
listing and corporate governance rules and regulations of the NYSE. The Company has previously disclosed to Parent all of
the information required to be disclosed by the
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Company’s chief executive officer and chief financial officer to the Company Board or its audit committee pursuant to the
certification requirements relating to Annual Reports on Form 10-K and Quarterly Reports on Form 10-Q.

(g) The Company has established and maintains disclosure controls and procedures (as such term is defined in Rule 13a-
15(e) or 15d-15(e) under the Exchange Act), and such disclosure controls and procedures are effective.

(h) The Company has disclosed, based on its most recent evaluation, to the Company’s auditors and the andit committee
of the Board of Directors of the Company and to Parent (i) any significant deficiencies and material weaknesses in the design
or operation of internal controls over financial reporting that existed as of December 31, 2004 or later which are reasonably
likely to adversely affect in any material respect the Company’s ability to record, process, summarize and report financial
information for its financial statements and (i) any fraud, whether or not material, that involves management or other
employees who have a significant role in the Company’s intemal controls over financial reporting.

(i) To the Knowledge of the Company, the Company’s principal executive officer and its principal financial officer will
be able to give the certifications required pursuant to the rules and regulations adopted pursuant to Sections 302, 906 and 404
of Sarbanes-Oxley, without qualification, when next due.

(j) Since January 1, 2003, neither the Company nor any of its Subsidiaries has effected any securitization transaction or
other “off-balance sheet arrangement” (as defined in Item 303 of Regulation S-K of the SEC).

Section 3.12 Employee Benefit Plans.

(a) Section 3.12(a) of the Company Disclosure Letter sets forth a correct and complete list of: all “employee benefit
plans” (as defined in Section 3(3) of the Employee Retirement Income Security Act of 1974, as amended (“*ERISA™)), and all
other employee benefit plans, programs, agreements, policies, arrangements or payroll practices, including bonus plans,
employment, consulting or other compensation agreements, collective bargaining agreements, Company Stock Plans,
individual stock option agreements to which the Company is a party granting stock options to acquire Company Common
Stock that have not been granted under a Company Stock Plan, incentive and other equity or equity-based compensation, or
deferred compensation arrangements, change in control, termination or severance plans or arrangements, stock purchase,
severance pay, sick leave, vacation pay, salary continuation for disability, hospitalization, medical insurance, life insurance
and scholarship plans and programs maintained by the Company or any of its Subsidiaries or to which the Company or any of
its Subsidiaries contributed or is obligated to contribute thereunder for current or former employees of the Company or any of
its Subsidiaries (the “Employees™) (collectively, the “Company Plans”).

(b) Correct and complete copies of the following documents, with respect to each of the Company Plans (other than a
Multiemployer Plan), have been delivered or made available to Parent by the Company, to the extent applicable: (i) any
plans, all amendments and attachments thereto and related trust documents, insurance contracts or other funding
arrangements, and amendments thereto; (ii) the most recent Forms 5500 and all schedules thereto and the most recent
actuarial report, if any; (iii) the most recent IRS determination letter; (iv) summary plan descriptions; and (v) material written
communications to employees generally.

(c) The Company Plans have been maintained in accordance with their terms and with all provisions of ERISA, the
Code and other applicable Laws, and neither the Company (or any of its Subsidiaries) nor any “party in interest” or
“disqualified person” with respect to the Company Plans has engaged in a non-exempt “prohibited transaction” within the
meaning of Section 4975 of the Code or Section 406 of ERISA, except as individually or in the aggregate have not had and
would not reasonably be expected to have a Company Material Adverse Effect. No fiduciary has any liability for breach of
fiduciary duty or any other failure to act or comply in connection with the administration or investment of the assets of any
Company Plan, except as individually or in the aggregate have not had and would not reasonably be expected to have a
Company Material Adverse Effect.
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(d) The Company Plans intended to qualify under Section 401 of the Code are so qualified and any trusts intended to be
exempt from federal income taxation under Section 501 of the Code are so exempt, except as individually or in the aggregate
have not had and would not reasonably be expected to have a Company Material Adverse Effect.

(¢) None of the Company, its Subsidiaries or any trade or business (whether or not incorporated) that is treated as a
single employer, with any of them under Section 414(b), (¢), (m) or (o) of the Code (each an “ERISA affiliate”) has any
current or contingent hability with respect to (i) a plan subject to Title IV or Section 302 of ERISA or Section 412 or 4971 of
the Code or (i1} any “multiemployer plan” (as defined in Section 4001(a)(3) of ERISA). Each Company Plan that is intended
to meet the requirements for tax-favored treatment under Subchapter B of Chapter 1 of Subtitle A of the Code meets such
requirements, with such exceptions that individually or in the aggregate have not had and would not reasonably be expected
to have a Company Material Adverse Effect.

(f) All contributions (including all employer contributions and employee salary reduction contributions) required to have
been made under any of the Company Plans (including workers compensation) or by Law (without regard to any waivers
granted under Section 412 of the Code), to any funds or trusts established thereunder or in connection therewith have been
made by the due date thereof (including any valid extension).

(g) There are no pending actions, claims or lawsuits that have been asserted or instituted against the Company Plans, the
assets of any of the trusts under the Company Plans or the sponsor or administrator of any of the Company Plans, or against
any fiduciary of the Company Plans with respect to the operation of any of the Company Plans (other than routine benefit
claims), nor does the Company have any Knowledge of facts that could form the basis for any such action, claim or lawsuit,
other than such actions, claims or lawsuits that individually or in the aggregate have not had and would not reasonably be
expected to have a Company Material Adverse Effect.

(h) None of the Company Plans provides for post-employment life or health insurance, benefits or coverage for any
participant or any beneficiary of a participant, except as may be required under the Consolidated Omnibus Budget
Reconciliation Act of 1985, as amended (“COBRA”), or applicable state law, and at the expense of the participant or the
participant’s beneficiary. Each of the Company and any ERISA affiliate which maintains a “group health plan” within the
meaning Section 5000(b)(1) of the Code has complied with the notice and continuation requirements of Section 4980B of the
Code, COBRA, Part 6 of Subtitle B of Title I of ERISA and the regulations thereunder, except where the failure to comply
individually or in the aggregate has not had and would not reasonably be expected to have a Company Material Adverse
Effect.

(1) Except as set forth in Section 3.12(i) of the Company Disclosure Letter (to the extent applicable, in each case broken
down as to each item, and the individual and amount involved), neither the execution and delivery of this Agreement nor the
consummation of the transactions contemplated hereby, including the Company Stockholder Approval or the Merger, will (i)
result in any payment becoming due to any Employee, (ii) increase any benefits otherwise payable under any Company Plan,
(111) result in the acceleration of the time of payment or vesting of any such benefits under any Company Plan or (iv) result in
any obligation to fund any trust or other arrangement with respect to compensation or benefits under a Company Plan. Except
as set forth in Section 3.12(i) of the Company Disclosure Letter, since January 1, 2005, the Company, including the Company
Board, any committee thereof and any officer of the Company, has not taken any action to increase the compensation or
benefits payable after the date hereof to any officer having the title of senior vice president or higher of the Company.

() Neither the Company nor any of its Subsidiaries has a contract, plan or commitment, whether legally binding or not,
to create any additional Company Plan or to modify any existing Company Plan, except as required by applicable Law or tax
qualification requirement. ‘

(k) Any individual who performs services for the Company or any of its Subsidiaries (other than through a contract with
an organization other than such individual) and who is not treated as an employee of the Company
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or any of its Subsidiaries for federal income tax purposes by the Company or any of its Subsidiaries is not an employee for
such purposes, except as individually or in the aggregate, together with any breach or breaches of Section 3. 12(c) hereof
(without regard to any materiality or Company Material Adverse Effect qualifiers therein), has not had and would not
reasonably be expected to have a Company Material Adverse Effect.

(1) Neither the Company nor any of its Subsidiaries is a party to any contract, agreement or other arrangement providing
for the payment of any amount which would not be deductible by reason of Section 162(m) or Section 280G of the Code.

Section 3.13 Taxes.

(a) The Company and each of its Subsidiaries has timely filed, or has caused to be timely filed on its behalf (taking into
account any extension of time within which to file), all material tax returns required to be filed by it, and all such filed tax
returns are correct and complete in all material respects. All taxes shown to be due on such tax returns, and all material taxes
otherwise required to be paid by the Company or any of its Subsidiaries, have been timely paid.

(b) All taxes due and payable by the Company and its Subsidiaries have been adequately provided for in the financial
statements of the Company and its Subsidiaries for all periods ending through the date hereof. No material deficiency with
respect to taxes has been proposed, asserted or assessed against the Company or any of its Subsidiaries that has not been paid
in full or fully resolved in favor of the taxpayer. No reductions have been made to the December 31, 2004 current tax reserve
and valuation allowance previously reported to Parent.

(c) The federal income tax returns of the Company and each of its Subsidiaries have been examined by and settled with
(or received a “no change” letter from) the Internal Revenue Service (the “/RS”) (or, to the Knowledge of the Company, the
applicable statute of limitations has expired) for all years through December 31, 1997. All material assessments for taxes due
with respect to such completed and settled examinations or any concluded litigation have been fully paid.

(d) Neither the Company nor any of its Subsidiaries has any obligation under any agreement (either with any person or
any taxing authority) with respect to material taxes.

(e) Neither the Company nor any of its Subsidiaries has constituted either a “distributing corporation” or a “controlled
corporation” (within the meaning of Section 355(a)(1)(A) of the Code) in a distribution of stock qualifying for tax-free
treatment under Section 355 of the Code since the effective date of Section 355(e) of the Code.

() Since December 31, 1997, neither the Company nor any of its Subsidiaries has (1) been a member of an affiliated
group of corporations within the meaning of Section 1504 of the Code, other than the affiliated group of which the Company
1s the common parent or (ii) any material liability for the taxes of any Person (other than the Company or any of its
Subsidiaries).

() No audit or other administrative or court proceedings are pending with any taxing authority with respect to any
Federal, state or local income or other material taxes of the Company or any of its Subsidiaries, and no written notice thereof
has been received by the Company or any of its Subsidiaries and, to the Knowledge of the Company, none is threatened. No
1ssue has been raised by any taxing authority in any presently pending tax audit that could be material and adverse to the
Company or any of its Subsidiaries for any period after the Effective Time. Neither the Company nor any of its Subsidiaries
has any outstanding agreements, waivers or arrangements extending the statutory period of limitations applicable to any
claim for, or the period for the collection or assessment of, any Federal, state or local income or other material taxes.

(h) No written claim that could give rise to material taxes has been made within the previous five years by a taxing
authority in a jurisdiction where the Company or any of its Subsidiaries does not file tax returns that the Company or any of
its Subsidiaries is or may be subject to taxation in that jurisdiction.
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(i) The Company has made available to Parent correct and complete copies of (i) all income and franchise tax returns of
the Company and its Subsidiaries for the preceding three taxable years and (ii) any audit report issued within the last three
years {or otherwise with respect to any audit or proceeding in progress) relating to income or franchise taxes of the Company
or any of its Subsidiaries.

() No Liens for taxes exist with respect to any properties or other assets of the Company or any of its Subsidiaries,
except for Permitted Liens.

(k) All material taxes required to be withheld by the Company or any of its Subsidiaries have been withheld and have
been or will be duly and timely paid to the proper taxing authority.

(1) The Company is not, has not been and will not be a “United States real property holding corporation” within the
meaning of Section 897 of the Code at any time during the five-year period ending on the Closing Date.

(m) Neither the Company nor any of its Subsidiaries has taken any action, has failed to take any action or has any
Knowledge of any fact or circumstance that would reasonably be likely to prevent the Merger from qualifying as a
reorganization under Section 368 of the Code.

(n) For purposes of this Agreement, (i) “taxes” shall mean taxes of any kind (including those measured by or referred to
as income, franchise, gross receipts, sales, use, ad valorem, profits, license, withholding, payroll, employment, excise,
severance, stamp, occupation, premium, value added, property, windfall profits, customs, duties or similar fees, assessments
or charges of any kind whatsoever) together with any interest and any penalties, additions to tax or additional amounts
imposed by any taxing authority with respect thereto, domestic or foreign and shall include any transferee or successor
liability in respect of taxes (whether by contract or otherwise) and any several liability in respect of any tax as a result of
being a member of any affiliated, consolidated, combined, unitary or similar group and (ii) “tax returns” shall mean any
return, report. claim for refund, estimate, information return or statement or other similar document relating to or required to
be filed with any taxing authority with respect to taxes, including any schedule or attachment thereto, and including any
amendment thereof.

Section 3.14 Intellectual Property, Software.

(@) As used herein: (i) “Intellectual Property means all U.S. and foreign (a) trademarks, service marks, trade names,
Internet domain names, designs, logos, slogans and other distinctive indicia of origin, together with goodwill, registrations
and applications relating to the foregoing (“Trademarks”); (b) patents and pending patent applications, invention disclosure
statements, and any and all divisions, continuations, continuations-in-part, reissues, reexaminations, and any extensions
thereof, any counterparts claiming priority therefrom and like statutory rights (“Patents”); (c) registered and unregistered
copyrights (including those in Software), rights of publicity and all registrations and applications to register the same
(“Copyrights™); and (d) confidential technology, know-how, inventions, processes, formulae, algorithms, models and
methodologies (“7rade Secrets”™); (ii) “IP Licenses” means all Contracts (excluding “click-wrap” or “shrink-wrap”
agreements or agreements contained in “off-the-shelf”” Software or the terms of use or service for any Web site) pursuant to
which the Company and its Subsidiaries have acquired rights in (including usage rights) to any Intellectual Property, or
licenses and agreements pursuant to which the Company and its Subsidiaries have licensed or transferred the right to use any
Intellectual Property, including license agreements, settlement agreements and covenants not to sue; (iii) “Software” means
all computer programs, including any and all software implementations of algorithms, models and methodologies whether in
source code or object code form, databases and compilations, including any and all electronic data and electronic collections
of data, all documentation, including user manuals and training materials, related to any of the foregoing and the content and
information contained on any Web site; and (iv) “Company Intellectual Property” means the Intellectual Property and
Software held for use or used in the business of the Company or its Subsidiaries as presently conducted.
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(b) Section 3.14(b) of the Company Disclosure Letter sets forth, for the Intellectual Property owned by the Company
and its Subsidiaries, a complete and accurate list of all U.S., state and foreign: (i) Patents issued or pending; (ii) Trademark
registrations and applications for registration (including Internet domain name registrations) and material unregistered
trademarks and service marks; and (iii) material Copyrights.

(c) Section 3.14(c) of the Company Disclosure Letter lists all (i) material Software that is owned by the Company or its
Subsidiaries and (1i) material IP Licenses.

(d) The Company, or one of its Subsidiaries, owns or possesses all licenses or other legal rights to use, sell or license all
material Company Intellectual Property, free and clear of all Liens, except as would not reasonably be expected to result in,
in the aggregate, material direct or indirect costs or liabilities to, or other material direct or indirect negative impact on, the
Company and its Subsidiaries, taken as a whole.

(¢) All Trademark registrations and applications for registration, Patents issued or pending and Copyright registrations
and applications for registration owned by the Company and its Subsidiaries are valid and subsisting, in full force and effect
and have not lapsed, expired or been abandoned, and, to the Knowledge of the Company or its Subsidiaries, are not the
subject of any opposition filed with the United States Patent and Trademark Office or any other intellectual property registry.

() The Company Intellectual Property constitutes all the Intellectual Property and Software necessary for the continuing
conduct and operation of the Company’s business as currently conducted and operated by the Company, except as would not
reasonably be expected to result in, in the aggregate, material direct or indirect costs or Habilities to, or other material direct
or indirect negative impact on, the Company and its Subsidiaries, taken as a whole.

() Except as set forth in Section 3.14(g) of the Company Disclosure Letter:

(1) no unresolved claims, or to the Knowledge of the Company, threat of claims within the three (3) years prior to
the date of this Agreement, have been asserted in writing by any third party against the Company or any of its
Subsidiaries related to the use in the conduct of the businesses of the Company and its Subsidiaries that the Company
Intellectual Property or the conduct of the business of the Company infringes, misappropriates, dilutes or otherwise
violates any Intellectual Property rights of any third party;

(i1) the conduct of the businesses of the Company and its Subsidiaries does not infringe, misappropriate, dilute or
otherwise violate any Intellectual Property rights of any third party, except as would not reasonably be expected to result
in, in the aggregate, material direct or indirect costs or liabilities to, or other material direct or indirect negative impact
on, the Company and its Subsidiaries, taken as a whole;

(ii1) to the Knowledge of the Company, no third party is infringing, misappropriating, diluting or violating any
Company Intellectual Property, except as would not reasonably be expected to result in, in the aggregate, material direct
or indirect costs or liabilities to, or other material direct or indirect negative impact on, the Company and its
Subsidiaries, taken as a whole;

(iv) no setilement agreements, consents, judgments, orders, forbearances to sue or similar obligations limit or
restrict the Company’s or any Subsidiary’s rights in and to any Company Intellectual Property, except as would not
reasonably be expected to result in, in the aggregate, material direct or indirect costs or liabilities to, or other material
direct or indirect negative impact on, the Company and its Subsidiaries, taken as a whole;

(v) the Company and its Subsidiaries have not licensed or sublicensed their rights in any Company Intellectual
Property, or received or been granted any such rights (except pursuant to “click-wrap” or “shrink-wrap” agreements or
agréements contained in “off-the-shelf” Software or the terms of use or service for any Web site), other than pursuant to
the IP Licenses;
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(v1) the IP Licenses are valid and binding obligations of the Company and/or relevant Subsidiary, enforceable in
accordance with their terms, and there is no default under any of the IP Licenses by the Company or any of its
Subsidiaries or, to the Knowledge of the Company, by the other party thereto, except as would not reasonably be
expected to result in, in the aggregate, material direct or indirect costs or liabilities to, or other material direct or indirect
negative impact on, the Company and its Subsidiaries, taken as a whole;

(vii) the Company and its Subsidiaries have taken reasonable measures to protect the confidentiality of their Trade
Secrets; and

(viii) the consummation of the transactions contemplated hereby will not result in the loss or impairment of the
Company’s and its Subsidiaries’ rights to own or use any of the Company Intellectual Property or obligate them to pay
any royalties or other amounts to any third party in excess of the amounts payable by them prior to the Closing, nor will
such consummation require the consent of any third party in respect of any Company Intellectual Property, except as
would not reasonably be expected to result in, in the aggregate, material direct or indirect costs or liabilities to, or other
material direct or indirect negative impact on, the Company and its Subsidiaries, taken as a whole.

(h) The Company and its Subsidiaries have (i) disclosed their personal data collection and use policy on their websites
and (11) complied in all material respects with such policy. Neither this Agreement nor the consummation of the transactions
contemplated hereby will violate in any material respect any such personal data policy or any other applicable privacy or
personal data Laws.

(1) The Company maintains possession over the Software and documentation (including user guides) reasonably
necessary to use the Software, and the Company maintains possession and/or control over the source code and/or such other
documentation (including user guides and specifications) for all Software set forth in Section 3. 14(c) of the Company
Disclosure Letter which is listed as owned by the Company or any of its Subsidiaries (the “Proprietary Sofiware”) reasonably
necessary to use, maintain, and modify the Proprietary Software. The Proprietary Software, and, to the Knowledge of the
Company. the Software included in the Company Intellectual Property which it or its Subsidiaries license or otherwise use (1)
functions in compliance in all respects with its related documentation and specifications, and functions properly in all
respects to achieve its intended purposes and (ii) is free of any computer instructions, devices or techniques that are designed
to infect, disrupt, damage, disable or alter such Software or its processing environment (including other programs, equipment
and data), except in the case of clauses (i) and (ii) above, as would not reasonably be expected to result in, in the aggregate,
material direct or indirect costs or liabilities to, or other material direct or indirect negative impact on, the Company and its
Subsidiaries, taken as a whole.

Section 3.15 Properties and Assets.

(a) Section 3.15(a) of the Company Disclosure Letter sets forth the address of each parcel of real property owned by the
Company or its Subsidiaries (collectively, the “Owned Real Property”). The Company or one of its Subsidiaries has good and
marketable title to the Owned Real Property and te all of the buildings, structures and other improvements thereon except to
the extent that not having such title would not, individually or in the aggregate, be reasonably expected to materially interfere
with its ability to conduct its business as presently conducted. Neither the Company nor any of its Subsidiaries has leased,
licensed or otherwise granted any Person the right to use or occupy the Owned Real Property. Neither the Company nor any
of its Subsidiaries has collaterally assigned or granted any other security interest in the Owned Real Property, except (i) to the
extent that such collateral assignment or grant would not, individually or in the aggregate, be reasonably expected to
materially interfere with its ability to conduct its business as presently conducted or (i1) in connection with any Lien to be
released at or prior to the Effective Time.

(b) Section 3.15(b) of the Company Disclosure Letter sets forth the address of each parcel of all leasehold or
subleasehold estates and other rights to use or occupy any land, buildings, structures, improvements, fixture or other interest
in real property held by or for the Company or its Subsidiaries (the “Leased Real Property™).
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Section 3.15(b) of the Company Disclosure Letter sets forth all sublicenses, licenses and other grants by the Company or any
of its Subsidiaries to any person of the right to use or occupy such Leased Real Property or any portion thereof involving, in
any such case, payments of more than $750,000 annually.

(¢) The Company and each of its Subsidiaries has such good and valid title to, or such valid rights by lcase, license,
other agreement or otherwise to use, all assets and properties (other than the Owned Real Property which is the subject of the
representation contained in Section 3.15(a) hereof) (in each case. tangible and intangible) necessary to enable the Company
and 1ts Subsidiaries to conduct their business as currently conducted, except defects in title, casements, restrictive covenants
and similar encumbrances that, individually or in the aggregate. would not reasonably be expected to materially interfere with
its ability to conduct its business as presently conducted.

Section 3.16 Environmental Matters. Except as would not reasonably be expected to have a Company Material Adverse
Effect in the case of clauses (b), (c) and (d) below (it being agreed that clause (a) below shall not be qualified by a Company
Material Adverse Effect), (a) no material written notice, notification, demand, request for information, citation, summons,
complaint or order has been received by, and no material action, claim, suit, proceeding or review or investigation is pending
or, to the Knowledge of the Company or any of its Subsidiaries, threatened by any person against, the Company, any of its
Subsidiaries or any person whose liability the Company or any of its Subsidiaries has or may have retained or assumed either
contractually or by operation of law with respect to any matters relating to or arising out of any Environmental Law; (b) the
Company and its Subsidiaries have been and are in compliance with all Environmental Laws, including posscssing all
permits, authorizations, licenses, exemptions and other governmental authorizations required for their operations under
applicable Environmental Laws; (c) the Company and its Subsidiaries do not have any Environmental Liabilities and, to the
Knowledge of the Company or any of its Subsidiaries, no
facts, circumstances or conditions relating to, arising from, associated with or attributable to (1) any real property currently or
formerly owned, operated or leased by the Company or its Subsidiaries or operations thereon or (11) any person whose
liability the Company or any of its Subsidiaries has or may have retained or assumed either contractually or by operation of
law would reasonably be expected to result in Environmental Liabilities; and (d) to the Knowledge of the Company or any of
its Subsidiaries, with respect to any real property currently or formerly owned or leased, as the case may be, by the Company
or its Subsidiaries, there have been no Releases of Hazardous Materials that have or are reasonably likely to result in a claim
against the Company or its Subsidiaries.

As used in this Agreement, the term *Environmental Laws™ means Federal, state, local and foreign statutes, Laws,
judicial decisions, regulations, ordinances, rules, judgments, orders, codes, injunctions, permits and governmental agreements
relating to Hazardous Materials, the protection of the environment or human health as it relates to exposure to Hazardous
Matenals.

As used in this Agreement, the term “Environmental Liabilities” with respect to any Person means any and all liabilities
of or relating to such Person or any of its Subsidiaries (including any entity which is, in whole or in part, a predecessor of
such Person or any of such Subsidiaries), whether vested or unvested, contingent or fixed, including contractual, which (i)
arise under applicable Environmental Laws or with respect to Hazardous Materials and (11) relate to actions occurring or
conditions existing on or prior to the Closing Date.

As used in this Agreement, the term “Hazardous Material” means all substances or materials regulated as hazardous,
toxic, explosive, dangerous, flammable or radioactive under any Fnvironmental Law mncluding (i) petroleum, asbestos or
polychlorinated biphenyls and (ii) in the United States, all substances defined as Hazardous Substances, Oils, Pollutants or
Contaminants in the National Oil and Hazardous Substances Pollution Contingency Plan, 40 C.F.R. Section 300.5.

As used i this Agreement, the term “Release” means any release, spill, emission, discharge, leaking, pumping,
injection, deposit, disposal, dispersal, leaching or migration into the indoor or outdoor environment

A-22

http://www sec.gov/Archives/edgar/data/731766/000119312505165298/ds4.htm 9/14/2005



Form S-4 Registration Statement Page 199 of 204

Table of Contents

(including ambient air, surface water, groundwater, and surface or subsurface strata) or into or out of any property, including
the movement of Hazardous Materials through or in the air, soil, surface water, groundwater or property.

Section 3.17 Transactions with Related Parties. Except as disclosed in the Filed Company SEC Documents, since April
13, 2005, there has been no transaction, or series of similar transactions, agreements, arrangements or understandings, nor are
there any currently proposed transactions, or series of similar transactions, agreements, arrangements or understandings to
which the Company or any of its Subsidiaries was or is to be a party. that would be required to be disclosed under Item 404
of Regulation S-K promulgated under the Securities Act.

Section 3.18 Brokers and Other Advisors. No broker, investment banker. financial advisor or other person, other than
MTS Health Partners, L.P. and Morgan Stanley & Co. Incorporated, the fees and expenses of which will be paid by the
Company in accordance with the Company’s agreements with such firms (a complete copy of each of which has previously
been made available to Parent), is entitled to any broker’s, finder’s, financial advisor’s or other similar fee or commission, or
the reimbursement of expenses, in connection with the transactions contemplated by this Agreement based upon
arrangements made by or on behalf of the Company or its Subsidiaries.

Section 3.19 Opinion of Financial Advisor. The Company has received the opinions of MTS Health Partners, L.P. and
Morgan Stanley & Co. Incorporated, each dated the date hercof to the effect that, as of such date and subject to the
considerations set forth therein, the Merger Consideration is fair from a financial point of view to the holders of shares of
Company Common Stock, a complete copy of such opinions will be made available to Parent as soon as practicable after the
date of this Agreement.

Section 3.20 Staturory Financial Statements.

(a) Section 3.20(a) of the Company Disclosure Letter sets forth a list of all annual statements and quarterly statements of
the Company’s Subsidiaries filed with Governmental Authorities for the years ended December 31, 2003 and December 31,
2004, and for each quarterly period ending after December 31, 2004 (together with all such filings hereafter made for annual
and quarterly periods prior to the Closing, the “Company State Regulatory Filings™). Except as otherwise set forth in such
Company State Regulatory Filings when made, all such Company State Regulatory Filings and the statutory balance sheets
and income statements included therein (i) were prepared or will be prepared from the books and records of the Company’s
Subsidiaries, (i) fairly present or will fairly present in each case in all material respects the statutory financial condition and
results of operations of the Company’s Subsidiaries, as applicable, as of the date and for the periods indicated therein and (iii)
have been prepared or will be prepared in each case in all material respects in accordance with applicable statutory
accounting principles (“S4P”) consistently applied throughout the periods indicated, except as may be reflected in the notes
thereto and subject to the absence of notes where not required by SAP and to normal year-end adjustments.

(b) The Company has provided Parent with true and correct copies of all actuarial reports requested by Parent in its letter
dated May 20, 2005 prepared by independent or internal actuaries since J anuary 1, 2002 (other than actuarial reports prepared
by independent or internal actuaries evaluating the aggregate reserves of the Company and any of its Subsidiaries, which are
not material to the Company and its Subsidiaries taken as a whole) and all attachments, addenda, supplements and
modifications thereto.

Section 3.21 Reserves.

(a) Except as set forth in this Section 3.21, nothing contained in this Agreement, including the Company Disclosure
Letter, the Exhibits hereto, or any other agreement, document or instrument to be delivered in connection herewith is
intended or shall be construed to be a representation or warranty (express or implied) of the Company or any of its Affiliates,
for any purpose of this Agreement, including the Company Disclosure Letter, the Exhibits hereto, or any other agreement,
document or instrument to be delivered in connection
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herewith, in respect of (i) the adequacy or sufficiency of any reserves relating to any liability or

obligation arising under or relating to any insurance or health maintenance policies and contracts issued by the Regulated
Subsidiaries, including all supplements, endorsements, riders and related agreements in connection with any of the foregoing
(“Reserves™), (i1) the effect of the adequacy or sufficiency of such Reserves on any line item, asset, liability or equity amount
set forth on any financial or other document or (iii) whether or not Reserves were determined in accordance with any
actuarial, statutory, regulatory or other standard.

(b) The loss, expense and other Reserves (including reserves for medical costs and for payment disputes with Providers)
and other actuarial amounts relating to dental and life of the Company and each of its Subsidiaries recorded in their
respective financial statements contained in the Company’s SEC Documents and the State Regulatory Filings (i) are
determined in all material respects in accordance with generally accepted actuarial principles consistently applied (except as
otherwise noted in such financial statements) and in accordance in all material respects with the actuarial and accounting
principles prescribed or permitted by applicable Governmental Authorities, (ii) are fairly stated in all material respects in
accordance with generally accepted actuarial principles and (iii) include provisions for all actuarial reserves which are
required to be established in accordance with applicable Laws. To the Knowledge of the Company, there are no facts or
circumstances which would necessitate, in the good faith application of the Company’s existing reserving practices and
policies in accordance with past practice, any material adverse change in the statutorily required reserves or reserves above
those reflected in the most recent consolidated balance sheet of the Company and its Subsidiaries (other than increases
consistent with past experience resulting from increases in enrollment with respect to services provided by the Company or
its Subsidiaries). As of December 31, 2004, each of the Company’s Subsidiaries listed in Section 3.21 of the Company
Disclosure Letter (the “Regulated Subsidiaries™) met or exceeded said statutory net worth, deposit or other capital
requirements. As of December 31, 2004, each of the Regulated Subsidiaries had statutory net worth in excess of 300% of
their respective authorized control levels, as such term is defined in the NAIC Risk-Based Capital guidehines (“Authorized
Control Level).

Section 3.22 Capital or Surplus Maintenance. None of the Subsidiaries of the Company 1s subject to any requirement to
maintain capital or surplus amounts or levels, or is subject to any restriction on the payment of dividends or other
distributions on its shares of capital stock, except for any such requirements or restrictions under insurance or other laws or
regulations of general application.

Section 3.23 Company Rights Plan. The Company has taken all actions necessary (subject only to execution by the
Rights Agent, which the Company shall cause to take place as soon as reasonably practicable on the date hereof) to (a) render
the Rights Agreement inapplicable to this Agreement and the transactions contemplated hereby, (b) ensure that (i) none of
Parent, Merger Sub or any other Subsidiary of Parent is an Acquiring Person (as defined in the Rights Agreement) pursuant
to the Rights Agreement solely as a result of this Agreement or the transactions contemplated hereby and (ii) a Distribution
Date or a Shares Acquisition Date (as such terms are defined in the Rights Agreement) does not occur, in the case of clauses
(1) and (ii), solely by reason of the execution of this Agreement or the consummation of the transactions contemplated
hereby, and (c) provide that the Final Expiration Date (as defined in the Rights Agreement) shall occur immediately prior to

the Effective Time.
ARTICLE 1V
Representations and Warranties of Parent and Merger Sub
Except as set forth in the disclosure letter (with specific reference to the Section or Subsection of this Agreement to
swhich the information stated in such disclosure relates; provided that, any fact or condition disclosed in any section of such
disclosure letter in such a way as to make its relevance to a representation or representations made elsewhere in this

Agreement or information called for by another section of such disclosure letter reasonably apparent shall be deemed to be an
exception to such representation or representations or to be
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disclosed on such other section of such disclosure letter notwithstanding the omission of a reference or cross reference
thereto) delivered by Parent to the Company prior to the execution of this Agreement (the “Parent Disclosure Letter*), Parent
and Merger Sub represent and warrant to the Company as follows:

Section 4.01 Organization, Standing and Corporate Power. Each of Parent, its Subsidiaries and Merger Sub is an entity
duly organized, validly existing and in good standing under the Laws of the jurisdiction in which it is formed and has all
requisite power and authority to carry on its business as now being conducted. Each of Parent, its Subsidiaries and Merger
Sub is duly qualified or licensed to do business and is in good standing in each jurisdiction in which the nature of its business
or the ownership, leasing or operation of its properties makes such qualification or licensing necessary, other than in such
jurisdictions where the failure to be so qualified, licensed or in good standing individually or in the aggregate, has not
resulted in and would not reasonably be expected to result in, material direct or indirect cost or liabilities to Parent and its
Subsidiaries taken as a whole. Parent has made available to the Company complete and correct copies of its Articles of
Incorporation (the “Parent Articles™) and By-laws (the “Parent By-laws™) and the articles of incorporation and by-laws (or
comparable organizational documents) of each of its Subsidiaries and Merger Sub, in each case as amended to the date of this
Agreement.

Section 4.02 Capital Structure.

(a) The authorized capital stock of Parent consists of 3,000,000,000 shares of Parent Common Stock and 10,000,000
shares of preferred stock, par value $0.001 per share (“Parent Preferred Stock™). At the close of business on June 24, 2005,
(1) 1,255,097,891 shares of Parent Common Stock were issued and outstanding, (ii) no shares of Parent Common Stock were
held by Parent in its treasury, (iii) 264,490,747 shares of Parent Common Stock were reserved for issuance (including shares
underlying outstanding stock options and shares available for future grant) pursuant to the 2002 Stock Incentive Plan, as
amended, the 1993 Qualified Employee Stock Purchase Plan, as amended, and stock options assumed in connection with
prior acquisitions (of which 177,175,007 shares of Parent Common Stock were subject to outstanding stock options) and (iv)
no shares of Parent Preferred Stock were issued or outstanding. Except as set forth above in this Section 4.02(a), at the close
of business on June 24, 2005, no shares of capital stock or other voting securities of Parent were issued, reserved for issuance
or outstanding. All outstanding shares of capital stock of Parent are, and all shares which may be issued (including shares of
Parent Common Stock to be issued in accordance with this Agreement) will be, when issued, duly authorized, validly issued,
fully paid and nonassessable and not subject to preemptive rights. Except as set forth above in this Section 4.02(a), there are
no bonds, debentures, notes or other indebtedness of Parent having the right to vote (or convertible into, or exchangeable for,
securities having the right to vote) on any matters on which stockholders of Parent may vote.

(b) The authorized equity interests of Merger Sub consist of 100 membership interests (“Merger Sub Interests™). All of
the issued and outstanding Merger Sub Interests are owned by Parent. Merger Sub does not have issued or outstanding any
options, warrants, subscriptions, calls, rights, convertible securities or other agreements or commitments obligating Merger
Sub to issue, transfer or sell any Merger Sub Interests to any person, other than Parent.

Section 4.03 Authority; Noncontravention.

(a) Each of Parent and Merger Sub has all requisite organizational power and authority to enter into this Agreement and
to consummate the transactions contemplated by this Agreement. The execution and delivery of this Agreement and the
consummation of the transactions contemplated by this Agreement by Parent and Merger Sub have been duly authorized by
all necessary corporate or other organizational action on the part of Parent and Merger Sub and no other corporate
proceedings on the part of Parent or Merger Sub are necessary to authorize this Agreement or to consummate the transactions
contemplated hereby. This Agreement has been duly executed and delivered by Parent and Merger Sub and, assuming the
due authorization, execution and delivery by the other party hereto, constitutes a legal, valid and binding obligation of Parent
and Merger Sub, enforceable against Parent and Merger Sub in accordance with its terms (subject to applicable bankruptcy,
solvency, fraudulent
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transfer, reorganization, moratorium and other Laws affecting creditors™ rights generally from time to time in effect and by
general principles of equity). As of the date hereof, the board of directors of Parent (the “Parent Board”), at a meeting duly
called and held, duly adopted resolutions, (i) declaring that this Agreement, the Merger and the other transactions
contemplated by this Agreement are advisable and in the best interests of Parent and Parent’s stockholders and (ii) approving
and adopting this Agreement, the Merger and the other transactions contemplated by this Agreement. Parent, in its capacity
as sole member of Merger Sub, has consented in writing to the approval and adoption of this Agreement and the transactions
contemplated hereby, including the Merger.

(b) The Board of Managers of Merger Sub, by a validly adopted unanimous consent has (i) determined that this
Agreement and the transactions contemplated hereby, including the Merger, are advisable and in the best interests of Merger
Sub and Merger Sub’s stockholder, (ii) approved and adopted this Agreement and the transactions contemplated hereby,
including the Merger and (iii) resolved to recommend approval and adoption of this Agreement and the Merger to the sole
member of Merger Sub.

(c) The execution and delivery of this Agreement by Parcnt and Mcrger Sub do not, and the consummation of the
Merger and the other transactions contemplated by this Agreement by Parent and Merger Sub and compliance with the
provisions of this Agreement by Parent and Merger Sub will not, conflict with, or result in any violation or breach of, or
default (with or without notice or lapse of time or both) under, or give rise to a right of termination, cancellation or
acceleration of any obligation or to the loss of a benefit under, or result in the creation of any Lien in or upon any of the
properties or other assets of Parent, any of its Subsidiaries or Merger Sub under (i) the Parent Articles or Parent By-laws or
the comparable organizational documents of any of its Subsidiaries or Merger Sub, (ii) any Contract to which Parent, any of
its Subsidiaries or Merger Sub is a party or any of their respective properties or other assets is subject or (iii) subject to the
governmental filings and other matters referred to in Section 4.04 hereof, any Law applicable to Parent, any of its
Subsidiaries or Merger Sub or their respective properties or other assets, other than, in the case of clauses (ii) and (iii) above,
any such conflicts, violations, breaches, defaults, rights, losses or Liens that individually or in the aggregate (A) have not had
and would not reasonably be expected to have a Parent Material Adverse Effect, (B) would not reasonably be expected to
Impair in any material respect the ability of Parent or Merger Sub to perform its obligations under this Agreement and (C)
would not reasonably be expected to prevent or materially delay the consummation of any of the transactions contemplated
by this Agreement. :

(d) For purposes of this Agreement, “Parent Material Adverse Effect” shall mean any change, effect, event,
circumstance, occurrence or state of facts that is materially adverse to the business, financial condition, or results of
operations of Parent and its Subsidiaries, taken as a whole, other than any change, effect, event, circumstance, occurrence or
state of facts relating to (i) the economy or the financial markets in general, (ii) the industries in which Parent and its
Subsidiaries operate in general, (ii1) the announcement of the execution of this Agreement or the transactions contemplated
hereby or the identity of the Company (provided that the exclusion set forth in this clause (iii) shall not apply to Section 4.03
(c) bereof), (iv) changes in applicable Laws or regulations after the date hereof, {v) changes in GAAP or regulatory
accounting principles after the date hereof or (vi) any litigation, mediation, arbitration or investigation set forth in Section
4.03(d) of the Parent Disclosure Letter; provided that with respect to clauses (i), (ii), (iv) and (v) such change, effect, event,
circumstance, occurrence or state of facts (A) does not specifically relate to (or have the effect of specifically relating to)
Parent and its Subsidiaries and (B) is not more adverse to Parent and its Subsidiaries than to other companies operating in the
industries in which Parent and its Subsidiaries operate.

Section 4.04 Governmental Approvals. No consent, approval, order or authorization of, action by or in respect of, or
registration, declaration or filing with, any Governmental Authority is required by Parent, any of its Subsidiaries or Merger
Sub in connection with the execution and delivery of this Agreement by Parent and Merger Sub or the consummation by
Parent and Merger Sub of the Merger or the other transactions contemplated by this Agreement, except for those required
under or in relation to (a) the premerger notification and report form under the HSR Act, (b) the Securities Act, (c) the
Exchange Act, (d) the Certificate of Merger to be filed with the Secretary of State of the State of Delaware and appropriate
documents to be filed with the relevant authorities of
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other states in which the Company is qualified to do business, () any appropriate filings with and approvals of the NYSE, (H)
the state insurance department, department of health and other filings and/or approvals set forth in Section 4.04(f) of the
Parent Disclosure Letter, (g) state securities or “blue sky” laws and (h) such other consents, approvals, orders. authonzations,
registrations, declarations and filings the failure of which to be obtained or made individually or in the aggregate would not
reasonably be expected to (x) have a Parent Material Adverse Effect, (y) impair in any material respect the ability of Parent
or Merger Sub to perform its obligations under this Agreement or (z) prevent or materially delay the consummation of any of
the transactions contemplated by this Agreement.

Section 4.05 Parent SEC Documents.

(a) Parent has filed all reports, schedules, forms, statements and other documents (including exhibits and other
information incorporated therein) with the SEC required to be filed by Parent since December 31, 2002 (such documents, the
“Parent SEC Documents™). No Subsidiary of Parent is required to file, or files, any form, report or other document with the
SEC. As of their respective dates, the Parent SEC Documents complied in all material respects with the requirements of the
Securities Act or the Exchange Act, as the case may be, applicable to such Parent SEC Documents, and none of the Parent
SEC Documents contained any untrue statement of a material fact or omitted to state a material fact required to be stated
therein or necessary in order to make the statements therein, in light of the circumstances under which they were made, not
misleading, unless such information contained in any Parent SEC Document has been corrected, revised or superceded by a
later filed Parent SEC Document filed prior to the date hereof. The financial statements of Parent included in the Parent SEC
Documents comply as to form in all material respects with applicable accounting requirements and the published rules and
regulations of the SEC with respect thereto, have been prepared in accordance with GAAP (except, in the case of unaudited
statements, as permitted by Form 10-Q of the SEC) applied on a consistent basis during the periods involved (except as may
be indicated in the notes thereto) and fairly present in all material respects the financial position of Parent and its consolidated
Subsidiaries as of the dates thereof and the consolidated results of their operations and cash flows for the periods then ended
(subject, in the case of unaudited statements, to the absence of footnote disclosure and to normal and recurring year-end audit
adjustments).

(b) Except (i) as set forth in the financial statements included in Parent’s Annual Report on Form 10-K filed prior to the
date hereof for the year ended December 31, 2004 or (ii) as incurred in the ordinary course of business since December 31,
2004, neither Parent nor any of its Subsidiaries has any labilities or obligations of any nature (whether accrued, absolute,
contingent or otherwise) that individually or in the aggregate have had or would reasonably be expected to have a Parent
Material Adverse Effect.

Section 4.06 Information Supplied. None of the information supplied or to be supplied by Parent or Merger Sub
specifically for inclusion or incorporation by reference in (a) the Form S-4 will, at the time the Form S-4 is filed with the
SEC, at any time it is amended or supplemented and at the time it becomes effective under the Securities Act, contain any
untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary to make the
statements therein, in light of the circumstances under which they are made, not misleading or (b) the Proxy Statement wiil,
at the date it is first mailed to the stockholders of the Company and at the time of the Company Stockholders Meeting,
contain any untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary in
order to make the statements therein, in light of the circumstances under which they are made, not misleading. The Form S-4
will comply as to form in all material respects with the requirements of the Securities Act and the Exchange Act, as
applicable. Notwithstanding the foregoing, no representation or warranty is made by Parent or Merger Sub with respect to
statements made or incorporated by reference in the Form S-4 or the Proxy Statement based on information supplied by the
Company specifically for inclusion or incorporation by reference in the Form S-4 or the Proxy Statement or portions thereof
that relate only to the Company and its Subsidiaries.

Section 4.07 Absence of Certain Changes or Events. Since the date of the most recent audited financial statements
included in the Parent SEC Documents filed by Parent and publicly available prior to the date of this
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Agreement, except (a) for labilities incurred in connection with this Agreement or the transactions contemplated hereby to
the Company or (b)
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[Letterhead of David J. Lubben, Esq.]

Board of Directors

UnitedHealth Group Incorporated
UnitedHealth Group Center

9900 Bren Road East
Minnetonka, Minnesota 55343

Re: Registration Statement on Form S-4
Ladies and Gentlemen:

I'am delivering this opinion to you in my capacity as General Counsel of UnitedHealth Group Incorporated, a Minnesota
corporation (the “Company”), in connection with the Company’s filing of a Registration Statement on Form S-4 (the
“Registration Statement™) with the Securities and Exchange Commission under the Securities Act of 1933, as amended. The
Registration Statement relates to the issuance by the Company of up to 117,100,000 shares of its common stock, par value
$.01 per share (the “Common Stock”), in connection with the Company’s proposed acquisition (the “Acquisition”) of
PacifiCare Health Systems, Inc., a Delaware corporation (“PacifiCare”), pursuant to that Agreement and Plan of Merger,
dated as of July 6, 2005, by and among the Company, Point Acquisition LLC, a Delaware limited liability company, and
PacifiCare.

I and members of my staff have examined such documents, including resolutions adopted by the board of directors with
respect to the Registration Statement and the Common Stock (the “Resolutions™), and have reviewed such questions of law,
as I have deemed necessary for the purposes of rendering the opinions set forth below.

Based on the foregoing, I am of the opinion that the Common Stock to which the Registration Statement relates has been
duly authorized by all requisite corporate action on behalf of the Company and, when issued upon completion of the
Acquisition in accordance with, and upon satisfaction of the conditions set forth in, the merger agreement, will be validly
issued, fully paid and nonassessable.

In rendering the opinions set forth above, I have assumed that, at the time of the issuance and delivery of Common
Stock, the Resolutions will not have been modified or rescinded and there will not have occurred any change in the law
affecting the authorization, execution, delivery, or validity of the Common Stock.

The opinions expressed above are limited to the laws of the State of Minnesota and the federal laws of the United States
of America.

I hereby consent to your filing this opinion as an exhibit to the Registration Statement and to the reference to me under
the caption “Legal Matters” contained in the proxy statement/prospectus included therein.

Dated: August 11, 2005

Very truly yours,
/s/ David J. Lubben
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LETTER REGARDING UNAUDITED FINANCIAL INFORMATION OF DELOITTE & TOUCHE LLP

To the Board of Directors and Shareholders
UnitedHealth Group Incorporated
Minnetonka, Minnesota

We have made a review, in accordance with standards of the Public Company Accounting Oversight Board (United States),
of the unaudited interim financial information of UnitedHealth Group Incorporated and Subsidiaries for the three-month
periods ended March 31, 2005 and 2004, and have issued our reports dated May 5, 2005, and for the six-month periods ended
June 30, 2005 and 2004, and have issued our report dated August 5, 2005. As indicated in such reports, because we did not
perform an audit, we expressed no opinion on that information.

We are aware that our reports referred to above, which were included in your Quarterly Report on Form 10-Q for the quarters
ended March 31, 2005 and June 30, 2005, are being used in this Registration Statement regarding the acquisition of
PacifiCare Health Systems, Inc.

We also are aware that the aforementioned reports, pursuant to Rule 436(c) under the Securities Act of 1933, are not
considered a part of the Registration Statement prepared or certified by an accountant or a report prepared or certified by an
accountant within the meaning of Sections 7 and 11 of that Act.

/s/ DELOITTE & TOUCHE LLP

Minneapolis, Minnesota
August 8, 2005
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LETTER RE: UNAUDITED INTERIM FINANCIAL INFORMATION
The Board of Directors
PacifiCare Health Systems, Inc.

We are aware of the inclusion in Annexes F and G in the Registration Statement (Form S-4) of UnitedHealth Group
Incorporated (United) and related Prospectus of United, and the Proxy Statement of PacifiCare Health Systems, Inc.
(PacifiCare) for the shares of United which will be issued to PacifiCare’s stockholders in the merger of United and PacifiCare
of our reports dated April 26, 2005 and July 26, 2005 relating to the unaudited condensed consolidated interim financial
statements of PacifiCare that are included in its Forms 10-Q for the quarters ended March 31, 2005 and June 30, 2005.

/s/ Ernst & Young LLP

Irvine, California
August 5, 2005

http://www.sec.gov/Archives/edgar/data/73 1766/000119312505165298/dex152.htm 9/14/2005



Consent of Deloitte & Touche LLP Page 1 of 1

EX-23.1 5 dex231.htm CONSENT OF DELOITTE & TOUCHE LLP
Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in this Registration Statement on Form S-4 of our reports dated February 28,
2005, relating to the consolidated financial statements of UnitedHealth Group Incorporated and Subsidiaries, and
management’s report on the effectiveness of internal control over financial reporting appearing in and incorporated by
reference in the Annual Report on Form 10-K of UnitedHealth Group Incorporated and Subsidiaries for the year ended
December 31, 2004 and to the reference to us under the heading “Experts” in the Prospectus, which is part of this
Registration Statement.

/s/ DELOITTE & TOUCHE LLP

Minneapolis, Minnesota
August 8, 2005
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CONSENT OF ERNST & YOUNG LLP, INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

We consent to the reference to our firm under the caption “Experts” in the Registration Statement (Form S-4) filed by
UnitedHealth Group Incorporated (United) and related Prospectus of United, and the Proxy Statement of PacifiCare Health
Systems, Inc. (PacifiCare) for the shares of United which will be issued to PacifiCare’s stockholders in the merger of United
and PacifiCare. We also consent to the inclusion in Annex E to the Proxy Statement/Prospectus of PacifiCare and United, of
our reports dated February 24, 2005, with respect to the consolidated financial statements and schedule of PacifiCare Health
Systems, Inc., PacifiCare Health Systems, Inc. management’s assessment of the effectiveness of internal control over
financial reporting, and the effectiveness of internal control over financial reporting of PacifiCare Health Systems, Inc.,
included in its Annual Report (Form 10-K) for the year ended December 31, 2004, filed with the Securities and Exchange
Commission.

/s/ Ernst & Young LLP

Irvine, California
August 5, 2005
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CONSENT OF MTS HEALTH PARTNERS, L.P.

We hereby consent to the use in the Registration Statement of UnitedHealth Group Incorporated on Form S-4 and in the
Proxy Statement of Pacificare Health Systems, Inc. and the prospectus of UnitedHealth Group Incorporated, the form of each
of which is part of the Registration Statement, of our opinion dated July 6, 2005, appearing as Annex B to such Proxy
Statement/Prospectus, and to the references to our name therein under the headings “Summary of the Proxy
Statement/Prospectus—Fairness Opinions of MTS Health Partners, L.P. and Morgan Stanley & Co. Incorporated”, “The
Merger—Background of the Merger”, “The Merger—Pacificare’s Reasons for the Merger” and “The Merger—Opinion of
Pacificare’s Financial Advisors-Opinion of MTS Health Partners, L.P.” In giving the foregoing consent, we do not admit that
we come within the category of persons whose consent is required under Section 7 of the Securities Act of 1933 (the
“Securities Act”), or the rules and regulations promulgated thereunder, nor do we admit that we are experts with respect to
any part of such Registration Statement within the meaning of the term “experts” as used in the Securities Act or the rules
and regulations promulgated thereunder.

MTS Health Partners, L.P.

By: /s/ Curtis Lane

Name: Curtis Lane
Title: Senior Managing Director

New York, New York
August 11,2005
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Consent of Morgan Stanley & Co. Incorporated

We hereby consent to the use in the Registration Statement of UnitedHealth Group Incorporated on Form S-4 and in the
Proxy Statement of Pacificare Health Systems, Inc. and the prospectus of UnitedHealth Group Incorporated, the form of each
of which is part of the Registration Statement, of our opinion dated July 6, 2005 appearing as Annex C to such document, and
to the description of such opinion and to the references to our name contained therein under the headings “Summary—
Fairness Opinions of MTS Health Partners, L.P. and Morgan Stanley & Co. Incorporated,” “The Merger—Background of the
Merger,” “The Merger—PacifiCare’s Reasons for the Merger” and “The Merger—Opinion of PacifiCare’s Financial
Advisors.” In giving the foregoing consent, we do not admit that we come within the category of persons whose consent is
required under Section 7 of the Securities Act of 1933, as amended (the “Securities Act”), or the rules and regulations
promulgated thereunder, nor do we admit that we are experts with respect to any part of such Registration Statement within
the meaning of the term “experts” as used in the Securities Act or the rules and regulations promulgated thereunder.

MORGAN STANLEY & CO. INCORPORATED

By:/s/ Edward A. Smith
Edward A. Smith
Executive Director

New York, New York
August 11, 2005
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Exhibit 24

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below hereby constitutes
and appoints David J. Lubben and William W. McGuire, M.D., his or her true and lawful attorneys-in-fact and agents, with
full powers of substitution and resubstitution, for him or her and in his or her name, place and stead, in any and all capacities
to execute a Registration Statement on Form S-4 relating to the registration under the Securities Act of 1933, as amended, of
the common stock of UnitedHealth Group Incorporated (the “Company”) issuable pursuant to that certain Agreement and
Plan of Merger, dated as of July 6, 2005, by and among the Company, Point Acquisition LLC and PacifiCare Health
Systems, Inc., and any and all pre- and post-effective amendments thereto, and to file the same, with all exhibits thereto, and
other documents in connection therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact
and agents full power and authority to do and perform to all intents and purposes as he or she might or could do in person,
hereby ratifying and confirming all that said attorneys-in-fact and agents, or their substitutes, may lawfully do or cause to be

done by virtue hereof.
Dated: August 2, 2005

/s/ WiLLIAM W, McGuirg, M.D.

/s/ DOUGLAS W. LEATHERDALE

William W. McGuire, M.D.
Chairman and Chief Executive Officer
(principal executive officer)

/s/  PATRICK J. ERLANDSON

Douglas W. Leatherdale
Director

/s/ MARY O. MUNDINGER

Patrick J. Erlandson
Chief Financial Officer
(principal financial and accounting officer)

/s/ WILLIAM C. BALLARD, JR.

Mary O. Mundinger
Director

/s/  ROBERT L. RYAN

William C. Ballard, Jr.
Director

/s/ RICHARD T. BURKE

Robert L. Ryan
Director

Richard T. Burke
Director

/s/  STEPHEN J. HEMSLEY

Donna E. Shalala
Director

/s/  WILLIAM G. SPEARS

Stephen J. Hemsley
Director

/s/  JAMES A. JOHNSON

William G. Spears
Director

/s/  GaIL R. WILENSKY

James A. Johnson
Director

/s/  THoMAS H. KEAN

Thomas H. Kean
Director

Gail R. Wilensky
Director
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