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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 8-K
CURRENT REPORT
Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934
Date of report (Date of earliest event reported): October 14, 2004
(October 13, 2004)

COVENTRY HEALTH CARE, INC.
(Exact Name of Registrant as Specified in Charter)
Delaware
(State or Other
Jurisdiction of
Incorporation)

1-16477
(Commission
File Number)

6705 Rockledge Drive, Suite 900
Bethesda, Maryland
(Address of Principal Executive Offices)

52-2073000
(I.R.S. Employer
Identification No.)
20817
(Zip Code)

(301) 581-0600
(Registrants Telephone Number, Including Area Code)
Not Applicable
(Former Name or Former Address, if Changed Since Last Report)
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under
any of the following provisions (see General Instruction A.2. below):
x Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
x Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
o Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
o Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Item 1.01. Entry into a Material Definitive Agreement.
On October 14, 2004, Coventry Health Care, Inc. (Coventry), announced that it had entered into an Agreement and Plan of Merger,
dated as of October 13, 2004 (the Merger Agreement), with First Health Group Corp. (First Health), pursuant to which First Health will
merge with and into a wholly owned subsidiary of Coventry (the Merger).
Pursuant to the Merger Agreement, at the effective time of the Merger, each outstanding share of First Health common stock will be
converted (except for shares owned by a stockholder who properly demands appraisal rights) into and represent the right to receive 0.1791
shares of Coventry common stock and $9.375 in cash. The Merger Agreement has been approved by the respective Boards of Directors of
Coventry and First Health. The closing of the Merger is expected to occur in the first quarter of 2005 and is subject to the approval of the
stockholders of First Health, regulatory approvals and other customary conditions.
The Merger Agreement and the press release announcing the Merger are attached as exhibits hereto and are incorporated herein by
reference. This summary is qualified in its entirety by reference to the exhibits attached hereto.

Item 2.02. Results of Operations and Financial Condition.
On October 14, 2004, Coventry issued a news release regarding its results of operations for the quarter ended September 30, 2004 and its
financial condition as of the period then ended. A copy of the news release is furnished herewith as Exhibit 99.1 and is not deemed to be filed
for purposes of Section 18 of the Securities Exchange Act of 1934 or incorporated by reference in Coventrys filings under the Securities Act
of 1933.
Additional Information About This Information
This communication is not a solicitation of a proxy from any security holder of First Health. Coventry and First Health intend to file a
registration statement on Form S-4 with the SEC in connection with the Merger. The Form S-4 will contain a prospectus, a proxy statement
and other documents for the stockholders meeting of First Health at which time the proposed transaction will be considered. The Form S-4,
proxy statement and prospectus will contain important information about Coventry, First Health, the Merger and related matters. Investors and
stockholders should read the Form S-4, the proxy statement and prospectus and the other documents filed with the SEC in connection with the
Merger carefully before they make any decision with respect to the Merger. The Form S-4, proxy statement and prospectus, and all other
documents filed with the SEC in connection with the Merger will be available when filed free of charge at the SECs web site, www.sec.gov.
In addition, all documents filed with the SEC by Coventry in connection with the Merger will be made available to investors free of charge by
writing to: Coventry Health Care, Inc., 6705 Rockledge Drive, Suite 900, Bethesda, Maryland 20817, Attn: Investor Relations. All documents
filed with the SEC by First Health in connection with the Merger will be made available to investors free of charge by writing to: First Health
Group Corp., 3200 Highland Avenue, Downers Grove, Illinois 60515, Attn: Investor Relations.
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Coventry, First Health, their respective directors and executive officers may be deemed participants in the solicitation of proxies from First
Healths stockholders. Information concerning Coventrys directors and certain executive officers and their direct and indirect interests in
Coventry is contained in its proxy statement for its 2004 annual meeting of stockholders. Information concerning First Healths directors and
certain executive officers and their direct and indirect interests in First Health is contained in its proxy statement for its 2004 annual meeting
of stockholders. Additional information regarding the interests of these participants in the Merger will be available in the proxy statement
regarding the Merger. Investors can obtain free copies of these documents from the SECs website.

Item 9.01. Financial Statements and Exhibits.
Exhibit No.

Exhibit

2.1

Agreement and Plan of Merger, dated as of October 13, 2004, by and among
Coventry Health Care, Inc., Coventry Merger Sub Inc. and First Health
Group Corp.

99.1

Press Release, dated October 14, 2004
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned hereunto duly authorized.
COVENTRY HEALTH CARE, INC.

Date: October 14, 2004

By: /s/ Dale B. Wolf
Dale B. Wolf
Executive Vice President & Chief Financial
Officer
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Exhibit 2.1
Execution Copy
AGREEMENT AND PLAN OF MERGER
BY AND AMONG
COVENTRY HEALTH CARE, INC.,
COVENTRY MERGER SUB INC.
and
FIRST HEALTH GROUP CORP.
Dated as of October 13, 2004
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AGREEMENT AND PLAN OF MERGER
This AGREEMENT AND PLAN OF MERGER, dated as of October 13, 2004 (this Agreement), by and among Coventry Health Care,
Inc., a Delaware corporation (Parent), Coventry Merger Sub Inc., a Delaware corporation and a wholly owned subsidiary of Parent
(Merger Sub), and First Health Group Corp., a Delaware corporation (the Company).
RECITALS
WHEREAS, the respective Boards of Directors of Parent, Merger Sub and the Company 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 of this
Agreement and in accordance with the General Corporation Law of the State of Delaware (the DGCL);
WHEREAS, the respective Boards of Directors of Parent, Merger Sub and the Company have determined that the Merger is in furtherance
of and consistent with their respective business strategies and is in the best interest of their respective stockholders; and
WHEREAS, for federal income tax purposes, it is intended that the Merger shall qualify as a reorganization within the meaning of Section
368(a) of the Internal Revenue Code of 1986, as amended (the Code);
NOW, THEREFORE, in consideration of the foregoing and the respective representations, warranties, covenants and agreements set forth
in this Agreement and intending to be legally bound hereby, the parties hereto agree as follows:
Article 1.
The Merger
Section 1.1 The Merger. Upon the terms and subject to satisfaction or waiver of the conditions set forth in this Agreement, and in
accordance with the DGCL, the Company shall be merged with and into Merger Sub. As a result of the Merger, the separate corporate
existence of the Company shall cease and Merger Sub shall continue as the surviving corporation of the Merger (the Surviving
Corporation).
Section 1.2 Effective Time. As soon as practicable after the satisfaction or, if permissible, waiver of the conditions set forth in Article 6, the
parties hereto shall cause the Merger to be consummated by filing a certificate of merger (the Certificate of Merger) with the Secretary of
State of the State of Delaware, in such form as required by, and executed in accordance with the relevant provisions of, the DGCL (the date
and time of such filing, or at such later date and time as Parent and the Company shall agree and specify in the Certificate of Merger, such
specified date and time, being the Effective Time).
Section 1.3 Effect of the Merger. At the Effective Time, the effect of the Merger shall be as provided in the applicable provisions of the
DGCL. Without limiting the generality of the foregoing, at the Effective Time, except as otherwise provided herein, all the property, rights,
privileges, powers and franchises of the Company and Merger Sub shall vest in the
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Surviving Corporation, and all debts, liabilities and duties of the Company and Merger Sub shall become the debts, liabilities and duties of the
Surviving Corporation.
Section 1.4 Certificate of Incorporation; By-laws. At the Effective Time, Merger Subs Certificate of Incorporation (the Merger Sub
Certificate) and By-laws (the Merger Sub By-laws) shall be the Certificate of Incorporation and By-laws of the Surviving Corporation
until thereafter changed or amended as provided therein or by applicable Law.
Section 1.5 Directors and Officers. The directors of Merger Sub immediately prior to the Effective Time shall be the initial directors of the
Surviving Corporation, each to hold office in accordance with the Certificate of Incorporation and By-laws of the Surviving Corporation. The
officers of Merger Sub immediately prior to the Effective Time shall be the initial officers of the Surviving Corporation, each to hold office in
accordance with the Certificate of Incorporation and By-laws of the Surviving Corporation.
Article 2.
Conversion of Securities; Exchange of Certificates
Section 2.1 Conversion of Securities. At the Effective Time, by virtue of the Merger and without any action on the part of Merger Sub, the
Company or the holders of any of the following securities:
Section 2.1.1
Conversion of Company Common Stock. Each share of common stock, par value $.01 per share, of the Company
(Company Common Stock) issued and outstanding immediately prior to the Effective Time (other than any shares of Company Common
Stock to be canceled pursuant to Section 2.1.2 and Dissenting Shares) shall be converted, subject to this Section 2.1.1 and Section 2.2.5, into
the right to receive: (A) 0.1791 shares (the Exchange Ratio) of common stock, par value $.01 per share (Parent Common Stock), of
Parent (the Stock Consideration); and (B) $9.375 in cash (the Cash Consideration; and, together with the Stock Consideration, as the
same may be adjusted pursuant to the last sentence of this Section 2.1.1, the Merger Consideration). All such shares of Company Common
Stock shall no longer be outstanding and shall automatically be canceled and shall cease to exist, and each certificate previously representing
any such share shall thereafter represent the right to receive the Merger Consideration therefor. No fractional share of Parent Common Stock
shall be issued, and in lieu thereof, a cash payment shall be made pursuant to Section 2.2.5 hereof. In the event that, at the time the Company
is first able to mail the Proxy Statement to its stockholders (the Mailing Date), Parent shall reasonably determine, after consultation with
outside counsel, that the number of shares of Parent Common Stock included in the Merger Consideration when aggregated with the number
of shares of Parent Common Stock which will be subject to issuance with respect to Company Options pursuant to Section 2.5 (excluding
those Company Options which have become subject to Consents) (the Issuances) will result in the Merger becoming subject to approval by
the stockholders of Parent pursuant to Rule 312.03 of the New York Stock Exchange (the Parent Approval Requirement), then Parent may,
upon two Business Days notice to the Company given within two Business Days after the Company notifies Parent of its intent to mail the
Proxy Statement, adjust the Cash Consideration and the Stock Consideration as follows:
2
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(a)
The Exchange Ratio may be reduced (pursuant to a resolution duly adopted by the Parent Board) to, and only to, such
level that the Issuances no longer result in the Parent Approval Requirement applying to the Merger (Parent having so been advised by
outside counsel), provided, that the Exchange Ratio shall not be adjusted to a level that would result in a failure of the conditions set
forth in Sections 6.2.3 or 6.3.3; and
(b)
In such event, the Cash Consideration shall be increased to an amount such that the sum of (i) such adjusted Cash
Consideration and (ii) the adjusted Exchange Ratio multiplied by $52.3365 equals $18.75.
Section 2.1.2
Cancellation of Certain Company Common Stock. Each share of Company Common Stock held by Parent, Merger
Sub, any wholly-owned subsidiary of Parent or Merger Sub, in the treasury of the Company or by any wholly-owned subsidiary of the
Company immediately prior to the Effective Time shall be canceled and extinguished without any conversion thereof and no payment shall be
made with respect thereto.
Section 2.1.3
Merger Sub. Each share of common stock, par value $.01 per share, of Merger Sub issued and outstanding
immediately prior to the Effective Time shall be converted into and be exchanged for one newly and validly issued, fully paid and
nonassessable share of common stock of the Surviving Corporation.
Section 2.1.4
Change in Common Stock. 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 any stock dividend, subdivision, reclassification, recapitalization, split, combination or exchange of shares, the Merger Consideration shall
be correspondingly adjusted to reflect such stock dividend, subdivision, reclassification, recapitalization, split, combination or exchange of
shares.
Section 2.2 Exchange of Certificates.
Section 2.2.1
Exchange Agent. Prior to the Effective Time, Parent shall designate Mellon Investor Services, LLC, or another bank
or trust company designated by Parent and reasonably satisfactory to the Company (the Exchange Agent), to act as agent for Parent for
purposes of, among other things, mailing and receiving letters of transmittal, and distributing cash and certificates for Parent Common Stock
to the Companys stockholders.
Section 2.2.2
Exchange Fund and Exchange Procedures. Prior to the Effective Time, Parent shall deposit, or shall cause to be
deposited, with the Exchange Agent, for the benefit of the holders of shares of Company Common Stock, for exchange in accordance with this
Article 2: (A) cash in U.S. dollars sufficient to pay the Cash Consideration, (B) certificates representing the Stock Consideration issuable
pursuant to Section 2.1.1 in exchange for outstanding shares of Company Common Stock, and (C) from time to time as needed, additional
cash sufficient to pay cash in lieu of fractional shares pursuant to Section 2.2.5 and any dividends and other distributions pursuant to
Section 2.2.3 (such Cash Consideration and certificates representing the Stock Consideration, together with such additional cash
3
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consideration and such dividends or other distributions, being hereinafter referred to as the Exchange Fund). Promptly after the Effective
Time, Parent shall cause the Exchange Agent to mail to each holder of record of a certificate or certificates which represent outstanding shares
of Company Common Stock (the Certificates) as of immediately prior to the Effective Time (A) a letter of transmittal (which shall specify
that delivery shall be effected, and risk of loss and title to the Certificates shall pass, only upon proper delivery of the Certificates to the
Exchange Agent and shall be in customary form) and (B) instructions for use in effecting the surrender of the Certificates in exchange for the
Merger Consideration. On and following the Effective Time, upon surrender of a Certificate for cancellation to the Exchange Agent together
with such letter of transmittal, properly completed and duly executed, and upon surrender of such other documents as may be required by the
Exchange Agent, the holder of such Certificate shall be entitled to receive in exchange therefor the Merger Consideration that such holder has
the right to receive in respect of the shares of Company Common Stock formerly represented by such Certificate, cash in lieu of fractional
shares of Parent Common Stock to which such holder is entitled pursuant to Section 2.2.5 and any dividends or other distributions to which
such holder is entitled pursuant to Section 2.2.3, and the Certificate so surrendered shall forthwith be canceled. No interest will be paid or
accrued on any Merger Consideration or any other cash or other consideration payable to holders of Certificates. In the event of a transfer of
ownership of shares of Company Common Stock which is not registered in the transfer records of the Company, the Merger Consideration,
cash in lieu of any fractional shares of Parent Common Stock to which such holder is entitled pursuant to Section 2.2.5 and any dividends or
other distributions to which such holder is entitled pursuant to Section 2.2.3, may be paid to a transferee if the Certificate representing such
shares of Company Common Stock is presented to the Exchange Agent, accompanied by all documents required to evidence and effect such
transfer and by evidence that any applicable stock transfer Taxes have been paid. Until surrendered as contemplated by this Section 2.2, 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, cash in lieu of any fractional shares of Parent Common Stock to which such holder is entitled pursuant to Section 2.2.5 and any
dividends or other distributions to which such holder is entitled pursuant to Section 2.2.3.
Section 2.2.3
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 represented thereby, and no cash payment in lieu of fractional shares shall be paid to any such holder pursuant
to Section 2.2.5, unless and until the holder of such Certificate shall surrender such Certificate. Subject to the effect of escheat, Tax or other
applicable Laws, following surrender of any such Certificate, there shall be paid to the holder of the certificates representing whole shares of
the Parent Common Stock issued in exchange therefor, without interest, (A) promptly, the amount of any cash payable with respect to a
fractional share of Parent Common Stock to which such holder is entitled pursuant to Section 2.2.5 and the amount of dividends or other
distributions with a record date after the Effective Time theretofore paid with respect to such whole shares of Parent Common Stock and (B) at
the appropriate payment date, the amount of dividends or other distributions, with a record date after the Effective Time but prior to surrender
and a payment date occurring after surrender, payable with respect to such whole shares of Parent Common Stock.
4
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Section 2.2.4
Further Rights in Company Common Stock. All Merger Consideration, cash in lieu of any fractional shares of
Parent Common Stock and dividends or other distributions, in each case, issued or paid in accordance with the terms hereof shall be deemed to
have been issued and paid in full satisfaction of all rights pertaining to such shares of Company Common Stock.
Section 2.2.5
Fractional Shares. No certificates or scrip representing fractional shares of Parent Common Stock shall be issued
upon the surrender for exchange of Certificates, no dividend or other distributions with respect to Parent Common Stock shall be payable on
or with respect to any fractional share and such fractional share interests will not entitle the owner thereof to any rights of a stockholder of
Parent. In lieu of such fractional share interests, Parent shall pay to each holder of Company Common Stock as of immediately prior to the
Effective Time an amount in cash equal to (A) the fractional share interest of Parent Common Stock to which such holder (after taking into
account all shares of Company Common Stock held immediately prior to the Effective Time by such holder) would otherwise be entitled,
multiplied by (B) the average of the closing sales prices of Parent Common Stock on the Exchange, as reported in The Wall Street Journal for
the twenty (20) consecutive Business Days in which shares are traded on the Exchange in the period ending on the second Business Day
immediately prior to the date of the Effective Time (the Average Closing Price). As promptly as practicable after the determination of the
amount of cash, if any, to be paid to holders of fractional share interests, the Exchange Agent shall so notify Parent and Parent shall, or shall
cause the Surviving Corporation to, deposit such amount with the Exchange Agent and shall cause the Exchange Agent to forward payments
to such holders of fractional share interests subject to and in accordance with the terms hereof.
Section 2.2.6
Termination of Exchange Fund. Any portion of the Exchange Fund which remains undistributed to the holders of
Company Common Stock for twelve months after the Effective Time shall be delivered to Parent upon demand, and any holders of Company
Common Stock who have not theretofore complied with this Article 2 shall thereafter look only to Parent for payment of the Merger
Consideration, any cash in lieu of fractional shares of Parent Common Stock to which they are entitled pursuant to Section 2.2.5 and any
dividends or other distributions with respect to Parent Common Stock to which they are entitled pursuant to Section 2.2.3, in each case,
without any interest thereon. 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 2.2.3 and all cash payable in lieu of fractional shares
pursuant to Section 2.2.5) would otherwise escheat to or become the property of any Governmental Entity, any such Merger Consideration
(and all dividends or other distributions payable pursuant to Section 2.2.3 and all cash payable in lieu of fractional shares pursuant to
Section 2.2.5 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.
Section 2.2.7
No Liability. Neither Parent, the Company, Merger Sub nor the Surviving Corporation shall be liable to any holder
of shares of Company Common Stock for any shares of Parent Common Stock (or dividends or distributions with respect thereto) or cash
from the Exchange Fund delivered to a public official pursuant to any abandoned property, escheat or similar Law.
5
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Section 2.2.8
Investment of Exchange Fund. The Exchange Agent shall invest any cash included in the Exchange Fund, as
directed by Parent only in obligations of, or obligations fully guaranteed as to payment of principal and interest by, the United States of
America or any agency or instrumentality thereof, provided that such obligations are backed by the full faith and credit of the United States of
America. 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 Parents and Merger Subs obligation to pay the full amount of the Merger
Consideration.
Section 2.2.9
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, the posting by such person of a bond, in
such reasonable amount as Parent may direct, as indemnity against any claim that may be made against it with respect to such Certificate, the
Exchange Agent will issue in exchange for such lost, stolen or destroyed Certificate the Merger Consideration, any cash in lieu of fractional
shares of Parent Common Stock to which such person is entitled pursuant to Section 2.2.5 and any dividends or other distributions with
respect to Parent Common Stock to which such person is entitled pursuant to Section 2.2.3, in each case, without interest thereon.
Section 2.2.10
Withholding. Parent or the Exchange Agent shall be entitled to deduct and withhold from the consideration
otherwise payable pursuant to this Agreement to any holder of Company Common Stock such amounts as Parent or the Exchange Agent are
required to deduct and withhold under the Code, or any provision of state, local or foreign Tax Law, with respect to the making of such
payment. To the extent that amounts are so withheld by Parent or the Exchange Agent, such withheld amounts shall be treated for all purposes
of this Agreement as having been paid to the holder of Company Common Stock in respect of whom such deduction and withholding was
made by Parent or the Exchange Agent. 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.
Section 2.3 Dissenters Rights. Notwithstanding anything in this Agreement to the contrary, shares of Company Common Stock issued and
outstanding immediately prior to the Effective Time held by a holder who shall not have voted to adopt this Agreement and has the right to
demand and has properly demanded payment for and an appraisal of such shares in accordance with Section 262 of the DGCL (Dissenting
Shares) shall not be converted into the right to receive the Merger Consideration, but shall be converted into the right to receive such
consideration as may be due such holder pursuant to Section 262 of the DGCL unless such holder fails to perfect, withdraws or otherwise
loses such holders right to such payment or appraisal. If, after the Effective Time, such holder fails to perfect, withdraws or otherwise loses
any such right to appraisal, each such share of such holder shall no longer be considered a Dissenting Share and shall be deemed to have
converted as of the Effective Time into the right to receive the Merger Consideration, any cash in lieu of fractional shares of Parent Common
Stock to which such holder is entitled pursuant to Section 2.2.5 and any dividends or other distributions with respect to Parent Common Stock
to which such holder is entitled pursuant to Section 2.2.3, in each case, in accordance with Section 2.1. The Company shall give prompt notice
to Parent of
6

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

any demands received by the Company for appraisal of shares of Company Common Stock, withdrawals of such demands and any other
instruments served pursuant to the DGCL received by the Company, and Parent shall have the right to participate in all negotiations and
proceedings with respect to such demands. The Company shall not, except with the prior written consent of Parent (which shall not be
unreasonably withheld or delayed), voluntarily make any payment with respect to, or settle or offer to settle, any such demands or agree to do
or commit to do any of the foregoing except to the extent required by applicable Law.
Section 2.4 Stock Transfer Books. At the close of business, New York time, on the day the Effective Time occurs, the stock transfer books
of the Company shall be closed and there shall be no further registration of transfers of shares of Company Common Stock theretofore
outstanding on the records of the Company. From and after the Effective Time, the holders of certificates representing shares of Company
Common Stock outstanding immediately prior to the Effective Time shall cease to have any rights with respect to such shares of Company
Common Stock except as otherwise provided herein or by Law. On or after the Effective Time, any Certificates presented to the Exchange
Agent or Parent for any reason shall be converted into the Merger Consideration, any cash in lieu of fractional shares of Parent Common
Stock to which such holder is entitled pursuant to Section 2.2.5 and any dividends or other distributions with respect to Parent Common Stock
to which such holder is entitled pursuant to Section 2.2.3.
Section 2.5 Stock Options.
Section 2.5.1
At the Effective Time, all unexercised and unexpired options to purchase Company Common Stock (Company
Options) then outstanding, under any stock option plan of the Company, including the First Health Group Corp. 1995 Stock Option Plan, the
First Health Group Corp. 1998 Stock Option Plan, the First Health Group Corp. 1998 Directors Stock Option Plan, the First Health Group
Corp. 2000 Stock Option Plan, the First Health Group Corp. 2001 Stock Option Plan, and the First Amended and Restated First Health Group
Corp. 2001 Directors Stock Option Plan, as amended, or any other plan, agreement or arrangement (the Company Stock Option Plans),
whether or not then exercisable, will be assumed by Parent. Each Company Option so assumed by Parent under this Agreement will continue
to have, and be subject to, the same terms and conditions as set forth in the Company Stock Option Plan and any agreements thereunder
immediately prior to the Effective Time, except that (i) each Company Option will be exercisable (or will become exercisable in accordance
with its terms) for that number of whole shares of Parent Common Stock equal to the product of the number of shares of Company Common
Stock that were issuable upon exercise of such Company Option immediately prior to the Effective Time multiplied by 0.3583 (the Option
Exchange Ratio), rounded to the nearest whole number of shares of Parent Common Stock and (ii) the per share exercise price for the shares
of Parent Common Stock issuable upon exercise of each Company Option will be equal to the quotient determined by dividing the exercise
price per share of Company Common Stock at which such Company Option was exercisable immediately prior to the Effective Time by the
Option Exchange Ratio, rounded to the nearest whole cent; provided, that the conversion of any Company Options which are incentive stock
options within the meaning of Section 422 of the Code into options to purchase Parent Common Stock shall be made so as not to constitute a
modification of such Company Options within the meaning of Section 424 of the Code. Continuous employment with the
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Company or its subsidiaries shall be credited to the optionee for purposes of determining the vesting of all assumed Company Options after
the Effective Time.
Section 2.5.2
Promptly after the date hereof, the Company shall use its commercially reasonable efforts to solicit the consent of
each holder (Consents) of Company Options outstanding to cancel his or her Company Options (whether or not then exercisable) effective
as of the Effective Time, in exchange for a single lump sum cash payment equal to the product of (i) the number of shares of Company
Common Stock subject to such Company Option (whether or not then exercisable) immediately prior to the Effective Time and (ii) the greater
of (A) the excess, if any, of $18.75 over the exercise price per share of such Company Option and (B) $1.25. The Company shall use its
commercially reasonable efforts to obtain such Consents on or prior to the Mailing Date, but notwithstanding anything in this Agreement to
the contrary, the failure to obtain any or all of such consents shall not result in a failure of a condition to Closing (including Section 6.2.2
hereof).
Article 3.
Representations and Warranties of the Company
Except as set forth in the Disclosure Schedule delivered by the Company to Parent prior to the execution of this Agreement (the Company
Disclosure Schedule), or as set forth in the Company SEC Filings, the Company hereby represents and warrants to Parent as follows:
Section 3.1 Organization and Qualification; Subsidiaries. The Company is a corporation duly organized, validly existing and in good
standing under the laws of the State of Delaware. Each Company Subsidiary is duly organized, validly existing and in good standing under the
laws of the jurisdiction of its incorporation or organization, as the case may be. Each of the Company and each Company Subsidiary has the
requisite power and authority to own, lease and operate its properties and to carry on its business as it is now being conducted. Each of the
Company and each Company Subsidiary is duly qualified or licensed to do business, and is in good standing, in each jurisdiction where the
character of the properties owned, leased or operated by it or the nature of its business makes such qualification, licensing or good standing
necessary, except for such failures to be so qualified, licensed or in good standing that would not, individually or in the aggregate, reasonably
be expected to have a Company Material Adverse Effect. Section 3.1 of the Company Disclosure Schedule sets forth a true and complete list
of all of the subsidiaries of the Company (each a Company Subsidiary and, collectively, the Company Subsidiaries) and the state of
incorporation or organization of such Company Subsidiary and each jurisdiction in which such Company Subsidiary is qualified or licensed to
do business. All the outstanding shares of capital stock of, or other equity interests in, each Company Subsidiary have been validly issued 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) other than Liens created by federal or state
securities laws, and free of any restriction on the right to vote, sell or otherwise dispose of such capital stock or other equity interests. Except
as set forth in the Company Disclosure Schedule, none of the Company or any Company Subsidiary holds an Equity Interest in any other
person.
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Section 3.2 Certificate of Incorporation and By-laws. The copies of the Companys Restated Certificate of Incorporation, as amended (the
Company Certificate), and Restated By-laws, as amended (the Company By-laws), that are attached as Exhibit A to the Company
Disclosure Schedule are complete and correct copies thereof as in effect on the date hereof. The Company has made available, or will make
available to Parent upon request of Parent at the Companys executive offices, complete and correct copies of the certificate of incorporation
and by-laws (or comparable organizational documents) of each of the Company Subsidiaries, in each case as amended to the date of this
Agreement, and the minute books of each Company Subsidiary. The Company has made available to Parent complete and correct copies of
the minute books of the Company, provided that the minutes contained therein have been redacted to remove competitively sensitive pricing
or other information and records of proceedings of the Company Board and any committee thereof with respect to the process (and
alternatives thereto) that resulted in this Agreement.
Section 3.3 Capitalization.
Section 3.3.1
The authorized capital stock of the Company consists of 401,000,000 shares of capital stock, of which 400,000,000
are designated Company Common Stock and 1,000,000 are designated preferred stock, par value $1.00 per share (Company Preferred
Stock). As of October 7, 2004, (A) 91,887,018 shares of Company Common Stock (other than treasury shares) were issued and outstanding,
all of which were validly issued and fully paid, nonassessable and free of preemptive rights, (B) 45,403,000 shares of Company Common
Stock were held in the treasury of the Company or by the Company Subsidiaries, and (C) 10,955,376 shares of Company Common Stock were
issuable (and such number was reserved for issuance) upon exercise of Company Options outstanding as of such date. As of the date hereof,
no shares of Company Preferred Stock are issued or outstanding.
Section 3.3.2
The Company has delivered to Parent a correct and complete list, as of October 7, 2004, of all outstanding
Company Stock Options, restricted stock awards and other rights to purchase or receive shares of Company Common Stock granted under the
Company Stock Option Plans or otherwise, the number of shares of Company Common Stock subject thereto, whether or not a stock option is
an incentive stock option within the meaning of Section 422 of the Code, the expiration dates and the exercise prices thereof, in each case
broken down as to each plan, agreement or other arrangement and as to each individual holder. As of October 7, 2004, except for
(A) Company Options to purchase not more than 10,955,376 shares of Company Common Stock and (B) other arrangements and agreements
set forth in the Company Disclosure Schedule, there are no options, warrants or other rights to acquire capital stock or other Equity Interests
from the Company, or securities convertible into or exchangeable for such capital stock or other Equity Interests. Since October 7, 2004
through the date hereof, the Company has not issued any shares of its capital stock or other Equity Interests, or securities (other than Company
Options issued in the ordinary course of business) convertible into or exchangeable for such capital stock or other Equity Interests, other than
shares of capital stock reserved for issuance as provided in this Section 3.3, issuance of shares pursuant to Company Options, or as set forth in
the Company Disclosure Schedule. All shares of Company Common Stock subject to issuance under the Company Stock Option Plans, upon
issuance prior to the Effective Time on the terms and conditions specified in the instruments pursuant to which
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they are issuable, will be duly authorized, validly issued, fully paid, nonassessable and free of preemptive rights.
Section 3.3.3
Except as set forth in the Company Disclosure Schedule, there are no outstanding contractual obligations of the
Company or any Company Subsidiary (A) restricting the transfer of, (B) affecting the voting rights of, (C) requiring the repurchase,
redemption or disposition of, or containing any right of first refusal with respect to, (D) requiring the registration for sale of, or (E) granting
any preemptive or antidilutive right with respect to, any shares of Company Common Stock or any capital stock of, or other Equity Interests
in, the Company or any Company Subsidiary. 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.
Section 3.4 Authority.
Section 3.4.1
The Company has all necessary corporate power and authority to execute and deliver this Agreement, to perform its
obligations hereunder and, subject to the adoption of this Agreement by the Required Company Stockholders, to consummate the transactions
contemplated by this Agreement to be consummated by the Company. The execution and delivery of this Agreement by the Company and the
consummation by the Company of the transactions contemplated hereby have been duly and validly authorized by all necessary corporate
action and no other corporate proceedings on the part of the Company and no stockholder votes are necessary to authorize this Agreement or
the Merger or to consummate the transactions contemplated hereby subject, with respect to the Merger, to the adoption of this Agreement by
the Required Company Stockholders. This Agreement has been duly authorized and validly executed and delivered by the Company and,
assuming 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, except as such enforceability may be limited by bankruptcy,
insolvency, reorganization, moratorium or similar laws relating to or affecting creditors generally and by general equitable principles
(regardless of whether such enforceability is considered in a proceeding in equity or at law).
Section 3.4.2
The Company Board, at a meeting duly called and held, has adopted resolutions (i) declaring that this Agreement
and the Merger are advisable and in the best interests of the Companys stockholders, (ii) approving and adopting this Agreement and the
Merger, (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. Assuming the accuracy of the representation and warranty set
forth in Section 4.17, the action of the Board of Directors of the Company (the Company Board) in approving this Agreement and the
Merger is sufficient to render inapplicable to this Agreement and the Merger the restrictions on business combinations contained in
Section 203 of the DGCL. To the knowledge of the Company after due inquiry, no other fair price, merger moratorium, control share
acquisition or other anti-takeover or similar statute or regulation applies to this Agreement or the Merger.
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Section 3.5 No Conflict; Required Filings and Consents.
Section 3.5.1
The execution and delivery of this Agreement by the Company does not, and the performance of this Agreement by
the Company will not, (A) assuming the Required Company Stockholders adopt this Agreement, conflict with or violate any provision of the
Company Certificate or Company By-laws or any equivalent organizational documents of any Company Subsidiary, (B) assuming that all
consents, approvals, authorizations and permits described in Section 3.5.2 have been obtained and all filings and notifications described in
Section 3.5.2 have been made and any waiting periods thereunder have terminated or expired, conflict with or violate any Law applicable to
the Company or any Company Subsidiary or by which any property or asset of the Company or any Company Subsidiary is bound or affected
or (C) except as set forth in the Company Disclosure Schedule, require any consent or approval under, or result in the creation of a Lien on
any property or asset of the Company or any Company Subsidiary pursuant to, any Company Permit, except, as to clauses (B) and (C),
respectively, for any such conflicts, violations, consents, approvals or other occurrences which would not, individually or in the aggregate,
reasonably be expected to (x) have a Company Material Adverse Effect or (y) prevent the consummation of the Merger.
Section 3.5.2
The execution and delivery of this Agreement by the Company does not, and the performance of this Agreement by
the Company will not, require any consent, approval, authorization or permit of, or filing by the Company with or notification by the
Company to, any Governmental Entity, except (A) as set forth in the Company Disclosure Schedule, (B) under the Exchange Act, the
Securities Act, any applicable Blue Sky Law, the rules and regulations of the NASDAQ, the HSR Act, the Other Regulatory Approvals and
the filing and recordation of the Certificate of Merger as required by the DGCL and (C) where failure to obtain such consents, approvals,
authorizations or permits, or to make such filings or notifications, would not, individually or in the aggregate, reasonably be expected to
(x) have a Company Material Adverse Effect or (y) prevent the consummation of the Merger.
Section 3.6 Permits; Compliance With Law.
Section 3.6.1
Except for Environmental Permits, which are covered by Section 3.14, each of the Company and each Company
Subsidiary is in possession of all authorizations, licenses, permits, certificates, approvals and clearances of any Governmental Entity necessary
for the Company and each Company Subsidiary to own, lease and operate its properties or to carry on its respective businesses substantially as
it is being conducted as of the date hereof (the Company Permits), and all such Company Permits are valid, and in full force and effect,
except where the failure to have, or the suspension or cancellation of, or failure to be valid or in full force and effect of, any of the Company
Permits would not, individually or in the aggregate, reasonably be expected to have a Company Material Adverse Effect. None of the
Company or any Company Subsidiary is in conflict with, or in default or violation of (A) except for Laws with respect to matters covered by
Sections 3.10, 3.11 and 3.14, any Law applicable to the Company or any Company Subsidiary or by which any property or asset of the
Company or any Company Subsidiary is bound or affected or (B) except for Environmental Permits, which are covered by Section 3.14, any
Company Permits, except in each case for any such conflicts, defaults or violations that would not, individually or in the aggregate, reasonably
be expected to have a Company Material Adverse Effect.
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Section 3.6.2
Since December 31, 2001, except as set forth on the Company Disclosure Schedule, (i) neither the Company nor
any of the Company Subsidiaries nor, to the knowledge of the Company, any vendor or third party service provider, in each case, that is the
counter-party to a contract set forth on Section 3.12.1.4 or Section 3.12.1.11 of the Company Disclosure Schedule (other than hospitals or
other medical providers) acting on behalf of the Company or any of the Company Subsidiaries (collectively, the Material Vendors), has
received any written notice from any Governmental Entity that alleges any material noncompliance (or that the Company or any of the
Company Subsidiaries or any Material Vendor is under investigation or the subject of an inquiry by any such Governmental Entity for such
alleged material noncompliance) with any applicable Law, except as would not be reasonably likely to result in a fine in excess of $250,000 or
any criminal penalty, criminal fine or similar criminal liability, and (ii) neither the Company nor any of the Company Subsidiaries has entered
into any agreement or settlement with any Governmental Entity with respect to its non-compliance with any applicable Law, except for such
agreements or settlements that do not require payment of a fine in excess of $250,000 or would materially change the manner in which the
Company or any Company Subsidiary presently operates its business.
Section 3.6.3
Since December 31, 2001 and except as set forth on the Company Disclosure Schedule, the Company and each of
the Company 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 Entity, and have timely paid all fees and assessments due and payable in connection therewith, except, in each case, where
the failure to file such reports, schedules, statements, documents, filings, submissions, forms, registrations or other documents or to make such
payments would not have a material and adverse effect on the Company or any of the Company Subsidiaries.
Section 3.6.4
Except as described in the Company Disclosure Schedule or as would not, individually or in the aggregate,
reasonably be expected to have a Company Material Adverse Effect, other than with respect to Company Benefit Plans, the Company and the
Company Subsidiaries are not fiduciaries as such term is defined in Section 404 of ERISA, applicable Department of Labor regulations and
relevant case law with respect to the provisions of any services to ERISA welfare plans and are not subject to Section 404 or 406 of ERISA.
Section 3.7 SEC Filings; Financial Statements.
Section 3.7.1
The Company has filed all registration statements, prospectuses, forms, reports, definitive proxy statements,
schedules and documents required to be filed by it under the Securities Act or the Exchange Act, as the case may be, together with all
certifications required pursuant to the Sarbanes Oxley Act of 2002 (the Sarbanes-Oxley Act), from and after January 1, 2003 (collectively,
the Company SEC Filings). Each Company SEC Filing, as amended or supplemented if applicable, (A) as of its date, or, if amended or
supplemented, as of the date of such amendment or supplement, complied in all material respects with the requirements of the Securities Act
or the Exchange Act, as the case may be, and the Sarbanes-Oxley Act, and (B) did not, at the time it was filed (or became effective in the case
of registration statements), or, if amended or supplemented, as of the date of such amendment or supplement, contain any untrue statement of
a material fact or omit to state a material fact
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required to be stated therein or necessary in order to make the statements made therein, in the light of the circumstances under which they
were made, not misleading. As of the date of this Agreement, no Company Subsidiary is subject to the periodic reporting requirements of the
Exchange Act.
Section 3.7.2
Each of the consolidated financial statements (including, in each case, any notes thereto) contained in the Company
SEC Filings, as amended or supplemented if applicable, was prepared in accordance with GAAP applied (except as may be indicated in the
notes thereto and, in the case of unaudited quarterly financial statements, as permitted by Form 10-Q under the Exchange Act) on a consistent
basis throughout the periods indicated (except as may be indicated in the notes thereto), and each presented fairly, in all material respects, the
consolidated financial position, results of operations and cash flows of the Company and the consolidated Company Subsidiaries as of the
respective dates thereof and for the respective periods indicated therein (subject, in the case of unaudited quarterly financial statements, to
normal year-end adjustments which did not and would not, individually or in the aggregate, reasonably be expected to have a Company
Material Adverse Effect).
Section 3.7.3
Except as and to the extent set forth (A) on the consolidated balance sheet of the Company and the consolidated
Company Subsidiaries as of December 31, 2003 included in the Companys annual report filed on Form 10-K for the year ended
December 31, 2003, including the notes thereto, or (B) in the Company SEC Filings filed after December 31, 2003, none of the Company or
any consolidated Company Subsidiary has any liabilities or obligations of any nature (whether accrued, absolute, contingent or otherwise) that
would be required to be reflected or reserved against on a balance sheet prepared in accordance with GAAP, except for liabilities or
obligations (1) under this Agreement or incurred in connection with the transactions contemplated hereby or (2) incurred in the ordinary
course of business since January 1, 2004 that would not, individually or in the aggregate, reasonably be expected to have a Company Material
Adverse Effect.
Section 3.8 Disclosure Documents.
Section 3.8.1
The Proxy Statement and any Other Filings, and any amendments or supplements thereto, that the Company is
responsible for filing at (A) the time the Registration Statement is declared effective, (B) the time the Proxy Statement or such Other Filing (or
any amendment thereof or supplement thereto) is first mailed to the stockholders of the Company, (C) the time of the Company Stockholders
Meeting, (D) if the Parent Approval Requirement applies, the time the Proxy Statement (or amendment thereof or supplement thereto) is first
mailed to the stockholders of Parent, and (E) if the Parent Approval Requirement applies, the time of the Parent Stockholders Meeting, as
applicable, will comply as to form in all material respects with the applicable requirements of the Securities Act, the Exchange Act and other
applicable Law.
Section 3.8.2
None of the information supplied by the Company for use in the Proxy Statement, at (A) the time the Registration
Statement is declared effective, (B) the time the Proxy Statement (or any amendment thereof or supplement thereto) is first mailed to the
stockholders of the Company, (C) the time of the Company Stockholders Meeting, (D) if the Parent Approval Requirement applies, the time
the Proxy Statement (or amendment thereof or
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supplement thereto) is first mailed to the stockholders of Parent, and (E) if the Parent Approval Requirement applies, the time of the Parent
Stockholders Meeting, in each case, will contain any untrue statement of a material fact or omit to state any material fact necessary in order
to make the statements made therein, in the light of the circumstances under which they were made, not misleading. None of the information
supplied by the Company for use in the Registration Statement, at (A) the time the Registration Statement is declared effective, and (B) the
time of the Company Stockholders Meeting, in each case, will contain any untrue statement of a material fact or omit to state any material
fact necessary in order to make the statements made therein, in the light of the circumstances under which they were made, not misleading.
None of the information supplied by the Company for use in any Other Filing, at the time such Other Filing (or any amendment thereof or
supplement thereto) is first mailed to the stockholders of the Company, will contain any untrue statement of a material fact or omit to state any
material fact necessary in order to make the statements made therein, in the light of the circumstances under which they were made, not
misleading. The representations and warranties contained in this Section 3.8.2 will not apply to statements or omissions included in the Proxy
Statement, the Registration Statement or any Other Filings based upon information supplied to the Company by Parent or Merger Sub for use
therein.
Section 3.9 Absence of Certain Changes or Events. Since January 1, 2004, except as set forth in the Company Disclosure Schedule, or as
specifically contemplated by, or as disclosed in, this Agreement, there has not been (A) 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 or
(B) any action taken by the Company or any Company Subsidiary during the period from January 1, 2004 through the date of this Agreement
that, if taken during the period from the date of this Agreement through the Effective Time, would constitute a breach of Section 5.1.
Section 3.10

Employee Benefit Plans.

Section 3.10.1
The Company Disclosure Schedule sets forth a true and complete list of each employee benefit plan as defined
in Section 3(3) of the Employee Retirement Income Security Act of 1974, as amended (ERISA) and any other plan, policy, program,
practice, agreement, understanding or arrangement (whether written or oral) providing compensation or other benefits to any current or former
director, officer, employee or consultant (or to any dependent or beneficiary thereof of the Company), which are now, or were within the past
6 years, maintained, sponsored or contributed to by the Company, or under which the Company has any obligation or liability, whether actual
or contingent, including, without limitation, all incentive, bonus, deferred compensation, vacation, holiday, cafeteria, medical, disability, stock
purchase, stock option, stock appreciation, phantom stock, restricted stock or other stock-based compensation plans, policies, programs,
practices or arrangements (each a Company Benefit Plan).
With respect to each Company Benefit Plan, the Company has delivered or made available to Parent true, correct and complete copies of
(A) each Company Benefit Plan (or, if not written a written summary of its material terms), including without limitation all plan documents,
trust agreements, insurance contracts or other funding vehicles and all amendments thereto, (B) all summaries and summary plan descriptions,
including any summary of material
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modifications, (C) the three most recent annual reports (Form 5500 series) filed with the IRS with respect to such Company Benefit Plan,
(D) the three most recent financial statements relating to such Company Benefit Plan, and (E) the most recent determination or opinion letter,
if any, issued by the IRS with respect to any Company Benefit Plan and any pending request for such a determination letter.
Section 3.10.2
Except as set forth on the Company Disclosure Schedule, each Company Benefit Plan has been administered in all
material respects in accordance with its terms and all applicable Laws, including ERISA and the Code. With respect to the Company Benefit
Plans, no event has occurred, and there exists no condition or set of circumstances in connection with which the Company could be subject to
any material liability (other than for routine benefit liabilities) under the terms of, or with respect to, such Company Benefit Plans, ERISA, the
Code or any other applicable Law.
Section 3.10.3
Except as disclosed on the Company Disclosure Schedule: (A) each Company Benefit Plan which is intended to
qualify under Section 401(a) of the Code has received a favorable determination letter from the IRS as to its qualified status, and each trust
established in connection with any Company Benefit Plan which is intended to be exempt from federal income taxation under Section 501(a)
of the Code is so exempt, and to the Companys knowledge no fact or event has occurred that could adversely affect the qualified status of
any such Company Benefit Plan or the exempt status of any such trust, (B) to the Companys knowledge there has been no prohibited
transaction (within the meaning of Section 406 of ERISA or Section 4975 of the Code, other than a transaction that is exempt under a statutory
or administrative exemption) with respect to any Company Benefit Plan that could result in a material liability to the Company, and (C) no
suit, administrative proceeding, action or other litigation has been brought, or to the knowledge of the Company is threatened, against or with
respect to any such Company Benefit Plan, including any audit or inquiry by the IRS or United States Department of Labor (other than routine
benefits claims).
Section 3.10.4
No Company Benefit Plan is a multiemployer pension plan (as defined in Section 3(37) of ERISA)
(Multiemployer Plan) or other pension plan subject to Title IV of ERISA. The Company has no liability under Title IV of ERISA,
Section 302 of ERISA, or Section 412 of the Code, and no condition exists that presents a risk to the Company of incurring or being subject
(whether primarily, jointly or secondarily) to a liability thereunder.
Section 3.10.5
All contributions (including all employer contributions and employee salary reduction contributions) required to
have been made under any of the Company Benefit Plans 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)
except to the extent the failure to make such contributions would not result in material liability to the Company.
Section 3.10.6
Except as set forth on the Company Disclosure Schedule, there are no pending actions, claims or lawsuits that
have been asserted or instituted against the Company Benefit Plans, the assets of any of the trusts under the Company Benefit Plans or the
sponsor or administrator of any of the Company Benefit Plans, or against any fiduciary of the Company Benefit Plans with respect to the
operation of any of the Company Benefit Plans (other
15

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

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.
Section 3.10.7
Except as set forth on the Company Disclosure Schedule, none of the Company Benefit Plans provides for postemployment life or health insurance, benefits or coverage for any participant or any dependent 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 participants dependent. 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 in all material respects 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.
Section 3.10.8
Except as set forth in Section 3.10 of the Company Disclosure Schedule or as otherwise specified in this
Agreement, neither the execution and delivery of this Agreement nor the consummation of the transactions contemplated hereby, including the
approval of the Required Company Stockholders or the Merger, will (i) result in any payment becoming due to any employee, (ii) increase any
benefits otherwise payable under any Company Benefit Plan, (iii) result in the acceleration of the time of payment or vesting of any such
benefits under any Company Benefit Plan or (iv) result in any obligation to fund any trust or other arrangement with respect to compensation
or benefits under a Company Benefit Plan. Except as set forth in Section 3.10 of the Company Disclosure Schedules, since January 1, 2004,
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.
Section 3.10.9
Neither the Company nor any of the Company Subsidiaries has a contract, plan or commitment, whether legally
binding or not, to create any additional Company Benefit Plan or to modify any existing Company Benefit Plan, except as required by
applicable Law or Tax qualification requirement and as set forth in Section 3.10 of the Company Disclosure Schedule.
Section 3.11

Labor and Other Employment Matters.

Section 3.11.1
Each of the Company and each Company Subsidiary is in compliance in all material respects with all applicable
Laws respecting labor, employment, fair employment practices, terms and conditions of employment, workers compensation, occupational
safety, plant closings, and wages and hours. Neither the Company nor any Company Subsidiary is a party to a collective bargaining agreement
and no labor union has been certified to represent any employee or the Company or any Company Subsidiary, or has applied to represent or is
attempting to organize so as to represent such employees.
Section 3.11.2
Except as set forth in the Company Disclosure Schedule, there are no (A) severance or employment agreements
with directors, officers or employees of or consultants to the Company or any Company Subsidiary; (B) severance programs or policies of the
Company and each Company Subsidiary with or relating to its employees; or (C) plans, programs, agreements or other arrangements of the
Company and each Company Subsidiary
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with or relating to its directors, officers, employees or consultants which contain change in control provisions.
Section 3.12

Contracts.

Section 3.12.1
Except for contracts filed in unredacted form as exhibits to the Company SEC Filings, Section 3.12 of the
Company Disclosure Schedule 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 material amendments, modifications, extensions or renewals, with respect thereto, but
excluding all names, terms and conditions that have been redacted in compliance with applicable Laws governing the sharing of information)
of (collectively, the Company Contracts):
Section 3.12.1.1
any agreement and any amendment thereto required to be filed as an Exhibit to any report of the Company
filed pursuant to the Exchange Act of the type described in Item 601(b)(10) of Regulation S-K of the Securities Act;
Section 3.12.1.2
all contracts to which the Company or any Company Subsidiary is a party that contain a covenant
restricting the ability of the Company or any of the Company Subsidiaries to compete in any business or with any person or in any geographic
area;
Section 3.12.1.3
all contracts of the Company or any of the Company Subsidiaries with any affiliate of the Company (other
than any of the Company Subsidiaries);
Section 3.12.1.4
any contract to which the Company or any of the Company Subsidiaries is a party which primarily relates
to (A) the granting to the Company or any Company Subsidiary of license rights in or to any material Company Intellectual Property owned
by a third party, or (B) the granting by the Company or any Company Subsidiary of license rights to a third party in or to any material
Company Intellectual Property, in each of case (A) and (B) above, excluding click-wrap or shrink-wrap agreements, agreements
contained in or pertaining to off-the-shelf Software, or the terms of use or service for any Web site;
Section 3.12.1.5
all joint venture, partnership or other similar agreements involving co-investment with a third party to
which the Company or any of the Company Subsidiaries is a party;
Section 3.12.1.6
any contract with a Governmental Entity (other than ordinary course contracts with Governmental Entities
as a customer) which imposes any material obligation or restriction on the Company or the Company Subsidiaries;
Section 3.12.1.7
all contracts pursuant to which any indebtedness of the Company or any of the Company Subsidiaries is
outstanding or may be incurred and all guarantees of or by the Company or any of the Company Subsidiaries of any indebtedness of any other
person (other than the Company or any of the Company Subsidiaries) (except for such indebtedness or guarantees the aggregate principal
amount of which does not exceed $500,000 on an annual basis and excluding trade payables arising in the ordinary course of business);
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Section 3.12.1.8
contracts with hospitals and medical groups that, in the aggregate, represent an amount of claims repriced
by the Company and the Company Subsidiaries of at least 50% of the total amount of projected 2004 claims repriced by the Company and the
Company Subsidiaries to hospitals and medical groups;
Section 3.12.1.9
any customer contract (other than contracts with hospitals or other providers) that involves annual
payments by the customer to the Company and the Company Subsidiaries of greater than $500,000;
Section 3.12.1.10
any contract with a vendor or supplier (other than contracts covered by Sections 3.12.1.4 or 3.12.1.8) that
involves annual payments of greater than $500,000 by the Company and the Company Subsidiaries; and
Section 3.12.1.11
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 or any contract, agreement or policy for reinsurance.
Section 3.12.2
Except as set forth in the Company Disclosure Schedule, each Company Contract is valid and binding on the
Company and each Company Subsidiary party thereto and, to the Companys knowledge, each other party thereto, and in full force and effect,
and the Company and each Company Subsidiary has in all material respects performed all obligations required to be performed by it to the
date hereof under each Company Contract and, to the Companys knowledge, each other party to each Company Contract has in all material
respects performed all obligations required to be performed by it to the date hereof under such Company Contract, except, in each case, as has
not, individually or in the aggregate, resulted in a Company Material Adverse Effect.
Section 3.12.3
(i) None of the Company or any of the Company Subsidiaries (x) has received written notice that it is, or has
knowledge that any other party to any Company Contract is, in violation or breach of or default (with or without notice or lapse of time or
both) under or (y) since January 1, 2004 through the date hereof, has expressly waived any rights or benefits under any Company Contract,
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 Company Contract, except in each case for violations, breaches, defaults or waivers
covered by clauses (i) or (ii) above that, individually or in the aggregate, have not had or would not reasonably be expected to have a
Company Material Adverse Effect. Since January 1, 2004 through the date hereof, except as set forth on the Company Disclosure Schedule,
no counterparty to any Company Contract scheduled in response to Section 3.12.1.9 (each, a Customer) has given written notice of any
intention to cancel or otherwise terminate, prior to the end of the applicable contract term, such Company Contract, and, to the Companys
knowledge, no Customer intends to terminate such Company Contract or otherwise materially reduce its usage or purchase of the products or
services provided by the Company or any Company Subsidiary.
Section 3.12.4
Except as set forth in the Company Disclosure Schedule or as would not, individually or in the aggregate,
reasonably be expected to have a Company Material Adverse Effect, the execution and delivery of this Agreement by the Company does not,
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and the performance of this Agreement by the Company will not, require any consent or approval under, result in any breach of or any loss of
any benefit under, or constitute a change of control or default (or an event which with notice or lapse of time or both would become a default)
under, or give to others any right of termination, amendment, acceleration or cancellation of, any Company Contract.
Section 3.13
Litigation. Except as set forth in the Company Disclosure Schedule, there is no suit, claim, action or proceeding pending
or, to the knowledge of the Company, threatened, nor, to the knowledge of the Company, is there any investigation pending, in each case,
against the Company or any Company Subsidiary and none of the Company or any Company Subsidiary is subject to any outstanding
judgment, order, writ, injunction, or decree, in each case, which has had or would, individually or in the aggregate, reasonably be expected to
(x) have a Company Material Adverse Effect or (y) prevent the consummation of the Merger.
Section 3.14

Environmental Matters. Except as set forth in the Company Disclosure Schedule:

Section 3.14.1
The Company and each Company Subsidiary is in material compliance with applicable Environmental Laws, and
holds all Environmental Permits necessary to conduct their current operations and is in material compliance with their respective
Environmental Permits. All such Environmental Permits are listed on the Company Disclosure Schedule.
Section 3.14.2
None of the Company or any Company Subsidiary has received any written notice, demand, letter, claim or
request for information alleging that the Company or any Company Subsidiary is in violation of, or liable under, any Environmental Law.
Section 3.14.3
None of the Company or any Company Subsidiary has entered into or agreed to any consent decree or order or is
subject to any judgment, decree or judicial order relating to compliance with Environmental Laws, Environmental Permits or the investigation,
sampling, monitoring, treatment, remediation, removal or cleanup of Hazardous Materials and, to the knowledge of the Company, no
investigation, litigation or other proceeding is pending or threatened in writing with respect thereto.
Section 3.14.4
The Company and the Company Subsidiaries do not have any material Environmental Liabilities and, to the
knowledge of the Company, no facts, circumstances or conditions relating to, arising from, associated with or attributable to (i) any real
property currently or formerly owned, operated or leased by the Company or the Company Subsidiaries or operations thereon or (ii) any
person whose liability the Company or any of the Company Subsidiaries has or may have retained or assumed either contractually or by
operation of law would reasonably be expected to result in material Environmental Liabilities to the Company or any Company Subsidiary.
Section 3.14.5
To the knowledge of the Company, with respect to any real property currently or formerly owned or leased, as the
case may be, by the Company or the Company Subsidiaries, there have been no releases of Hazardous Materials that have or are
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reasonably likely to result in material Environmental Liabilities against the Company or the Company Subsidiaries.
Section 3.14.6
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 the Company 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 (ii) relate to actions occurring or conditions existing on or prior to
the Closing Date.
Section 3.14.7
The Company has not placed, owned or operated any storage tanks, including without limitation, underground
storage tanks, in, on or under any Real Property now or at any time owned, leased, used, controlled or operated by the Company (Company
Controlled Real Property) and, except as set forth on the Company Disclosure Schedule, to the knowledge of the Company there are no facts
or circumstances related to storage tanks, including, without limitation, underground storage tanks, located on, in or under any Company
Controlled Real Property that would reasonably be expected to result in material Environmental Liabilities to the Company and the Company
Subsidiaries.
Section 3.14.8
Except as set forth on the Company Disclosure Schedule, the Company does not generate, and has not generated,
hazardous waste (as such terms are defined under any Resource Conservation and Recovery Act, 42 U.S.C. § 6901, et seq.).
Section 3.14.9
To the knowledge of the Company, no asbestos or mold is present in any of the improvements of the Real
Property that could reasonably be expected to result in material Environmental Liabilities to the Company and the Company Subsidiaries.
Section 3.14.10
The Company is not aware of any changes to its business as currently operated that would require material
expenditures in order to comply with Environmental Laws.
Section 3.14.11
The Company has provided Parent with complete copies of all environmental site assessments or audits in the
Companys possession, custody or control related to any Company Controlled Real Property.
Section 3.15

Intellectual Property; Software.

Section 3.15.1
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) and all registrations
and applications to register the same (Copyrights); (d) confidential technology, know-how, inventions, processes, formulae, algorithms,
models and methodologies (Trade Secrets) and (e) databases and compilations,
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including any and all electronic data and electronic collections of data; (ii) IP Licenses means all contracts (excluding click-wrap or
shrink-wrap agreements, agreements contained in or pertaining to off-the-shelf Software, or the terms of use or service for any Web site)
pursuant to which the Company and the Company Subsidiaries have acquired rights in (including usage rights) or to any Intellectual Property,
or licenses and agreements pursuant to which the Company and the Company 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, all documentation, including user manuals and training materials, related to any of the foregoing; and (iv) Company Intellectual
Property means the Intellectual Property and Software held for use or used in the business of the Company or the Company Subsidiaries as
presently conducted.
Section 3.15.2
Section 3.15 of the Company Disclosure Schedule sets forth, for the Intellectual Property owned by the Company
and the Company Subsidiaries, a complete and accurate list of all U.S., state and foreign: (i) Patents issued or pending; (ii) Trademark
registrations (including Internet domain name registrations) and applications for registration of Trademarks and material unregistered
trademarks and service marks; and (iii) registered Copyrights.
Section 3.15.3

Section 3.15 of the Company Disclosure Schedule lists all material IP Licenses.

Section 3.15.4
Except as would not reasonably be expected to result in a Company Material Adverse Effect, the Company, or one
of the Company 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 for Permitted Liens.
Section 3.15.5
All Trademark registrations and applications for registration, Patents issued or pending and Copyright registrations
and applications for registration owned by the Company and the Company 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, are not the subject of any opposition filed with the United
States Patent and Trademark Office or any other intellectual property registry.
Section 3.15.6
Except as would not reasonably be expected to result in a Company Material Adverse Effect, the Company
Intellectual Property is sufficient for the conduct and the operation of the Companys business as currently conducted and operated by the
Company.
Section 3.15.7
Except as set forth in Section 3.15 of the Company Disclosure Schedule or otherwise would not reasonably be
expected to result in a Company Material Adverse Effect:
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Section 3.15.7.1
to the knowledge of the Company, the conduct of the businesses of the Company and the Company
Subsidiaries does not infringe, misappropriate, or otherwise violate any Intellectual Property rights of any third party;
Section 3.15.7.2
to the knowledge of the Company, no third party is infringing, misappropriating, diluting or violating any
material Company Intellectual Property owned by the Company or any Company Subsidiary;
Section 3.15.7.3
no settlement agreements, consents, orders, forbearances to sue or similar obligations to which the
Company or any Company Subsidiary is a party limit or restrict the Companys or any Company Subsidiarys rights in and to any Company
Intellectual Property.
Section 3.15.7.4
the Company and the Company 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, agreements
contained in or pertaining to off-the-shelf Software, or the terms of use or service for any Web site), other than pursuant to the IP Licenses;
Section 3.15.7.5
the Company and the Company Subsidiaries take commercially reasonable measures to protect the
confidentiality of their Trade Secrets; and
Section 3.15.7.6
the consummation of the transactions contemplated hereby will not result in the loss or impairment of the
Companys and the Company Subsidiaries rights to own or use any of the Company Intellectual Property or obligate them to pay any
material royalties or other amounts to any third party in excess of the amounts that would have been payable by them absent the
consummation of these transactions.
Section 3.15.7.7
The Company and each of the Company Subsidiaries (i) discloses and, since January 1, 2003, has
disclosed its personal data collection and use policy on its websites and (ii) complies and, since January 1, 2003, has 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.
Section 3.15.7.8
The Company maintains possession over the Software and the documentation (including user guides)
reasonably necessary to use the Software, and the Company maintains possession and control over the source code and/or such other
documentation (including user guides and specifications) for all Software owned by the Company or any of the Company Subsidiaries (the
Proprietary Software) and 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 the Company Subsidiaries license or
otherwise use (excluding Software under development or in testing) (i) functions properly in substantially all respects to achieve its intended
purposes and (ii) except as would not reasonably be expected to have a Company Material Adverse Effect, is free of any computer
instructions, devices or techniques that are
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designed to infect, disrupt, damage, disable or impair such Software or its processing environment (including other programs, equipment and
data).
Section 3.16

Taxes.

Section 3.16.1
The Company and each of the Company Subsidiaries has timely filed with the appropriate Tax authority or other
Governmental Entity all material Tax Returns required to be filed (taking into account any extension of time within which to file any such Tax
Return), and all such filed Tax Returns are correct and complete in all material respects. The Company and the Company Subsidiaries have
paid all Taxes that have become due, whether or not shown on any Tax Return, other than Taxes being contested in good faith by appropriate
proceedings and for which adequate reserves have been taken.
Section 3.16.2
Since the date of the financial statements in the most recent Company SEC Filings, neither the Company nor any
Company Subsidiary has incurred any liability for Taxes outside the ordinary course of business or otherwise inconsistent with past custom
and practice.
Section 3.16.3
Neither the Company nor any of the Company 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.
Section 3.16.4
Except as provided in the Company Disclosure Schedules, neither the Company nor any Company Subsidiary is a
party to any agreement, contract, arrangement, or plan that has resulted or would result, separately or in the aggregate, in the payment of any
(A) excess parachute payment within the meaning of Section 280G of the Code (or any corresponding provision of state, local, or foreign
Tax law), or (B) amount that is not deductible under Section 162(m) of the Code. Neither the Company nor any Company Subsidiary has been
a United States real property holding corporation within the meaning of Code §897(c)(2) during the applicable period specified in Code
§897(c)(1)(A)(ii). Neither Company nor any Company Subsidiary is a party to or bound by any Tax allocation or sharing agreement. Neither
the Company nor any Company Subsidiary (A) has been a member of an affiliated group filing a consolidated federal income Tax Return
(other than a group the common parent of which was the Company) or (B) has any liability for the Taxes of any Person (other than the
Company or any Company Subsidiary) under United States Treasury Regulation §1.1502-6 (or any similar provision of state, local, or foreign
law), as a transferee or successor, by contract, or otherwise.
Section 3.16.5
Neither the Company nor any of the Company Subsidiaries has entered into or participated in any listed
transaction within the meaning of Treasury Regulation Section 1.6011-4(b) or any confidential corporate tax shelter within the meaning of
Treasury Regulation Section 301.6111-2.
Section 3.16.6
Except as set forth in the Company Disclosure Schedules, no audit or other administrative or court proceedings
currently are pending or in progress with any Taxing authority with respect to any material Taxes or material Tax Returns of the Company
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or any of the Company Subsidiaries, and neither Company nor any of the Company Subsidiaries has received written notice of any proposed
audit or administrative or court proceeding. Neither the Company nor any of the Company Subsidiaries has granted any waivers or extensions
of time to assess any Taxes.
Section 3.16.7
Except as set forth in the Company Disclosure Schedules, 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 the Company Subsidiaries
does not file Tax Returns that the Company or any of the Company Subsidiaries is or may be subject to taxation in that jurisdiction.
Section 3.16.8
There no Liens for Taxes upon any property or other assets of the Company or any of the Company Subsidiaries,
except Liens for Taxes not yet due and payable and Liens for Taxes that are being contested in good faith by appropriate proceedings.
Section 3.16.9
All Taxes required to be withheld, collected or deposited by or with respect to the Company and each Company
Subsidiary have been timely withheld, collected or deposited as the case may be, and to the extent required, have been paid to the relevant Tax
authority or other Governmental Entity.
Section 3.17
Properties and Assets. Section 3.17 of the Company Disclosure Schedule sets forth the address of each parcel of all real
property and all leasehold or subleasehold estates and other rights to use or occupy any land, buildings, structures, improvements, fixture or
other material interest in real property held by or for the Company or the Company Subsidiaries (the Leased Real Property). Section 3.17 of
the Company Disclosure Schedule sets forth all sublicenses, licenses and other grants by the Company or any of the Company 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
$100,000 annually. The Company and each of the Company Subsidiaries has such good and valid title to, or such valid rights by lease, license,
other agreement or otherwise to use, all assets and properties (in each case, tangible and intangible) necessary to enable the Company and the
Company Subsidiaries to conduct their business as currently conducted, except for Permitted Liens or other defects in title, easements,
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 3.18
Certain Business Relationships With Affiliates. Since January 1, 2003 and prior to the date hereof, except as set forth on
the Company Disclosure Schedule, no event has occurred, there has been no transaction, or series of similar transactions, agreements,
arrangements or understandings, to which the Company or any of the Company Subsidiaries is to be a party, that would be required to be
reported as a Certain Relationship or Related Transaction pursuant to Item 404 of Regulation S-K promulgated by the SEC.
Section 3.19
Opinion of Financial Advisor. The Company Board has received the opinion of Citigroup Global Markets Inc. (the
Company Financial Advisor) to the effect that, as of the date of such opinion, the Merger Consideration is fair from a financial point of
view to the holders of the Company Common Stock, a complete copy of which opinion will be
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made available to Parent solely for informational purposes as soon as practicable after the date of this Agreement.
Section 3.20
Vote Required. The affirmative vote of the holders of a majority of the outstanding shares of Company Common Stock
(the Required Company Stockholders) is necessary to adopt this Agreement. The affirmative vote of the Required Company Stockholders is
the only vote of the holders of any class or series of capital stock or other Equity Interests of the Company necessary to adopt this Agreement,
and to consummate the transactions contemplated hereby.
Section 3.21
Brokers. No broker, finder or investment banker (other than the Company Financial Advisor) is entitled to any brokerage,
finders or other fee or commission in connection with the Merger based upon arrangements made by or on behalf of the Company or any
Company Subsidiary.
Article 4.
Representations and Warranties of Parent and Merger Sub
Except as set forth in the Disclosure Schedule delivered by Parent and Merger Sub to the Company prior to the execution of this
Agreement (the Parent Disclosure Schedule), or as set forth in the Parent SEC Filings, Parent and Merger Sub hereby jointly and severally
represent and warrant to the Company as follows:
Section 4.1 Organization and Qualification; Subsidiaries. Parent is a corporation duly organized, validly existing and in good standing
under the laws of the State of Delaware. Merger Sub is a corporation duly organized, validly existing and in good standing under the laws of
the State of Delaware. Each of Parent and Merger Sub and has the requisite power and authority to own, lease and operate its properties and to
carry on its business as it is now being conducted. Each of Parent and Merger Sub is duly qualified or licensed to do business, and is in good
standing, in each jurisdiction where the character of the properties owned, leased or operated by it or the nature of its business makes such
qualification, licensing or good standing necessary, except for such failures to be so qualified, licensed or in good standing that would not,
individually or in the aggregate, reasonably be expected to have a Parent Material Adverse Effect.
Section 4.2 Certificate of Incorporation and By-laws. The copies of Parents Certificate of Incorporation (the Parent Certificate), and
By-laws (the Parent By-laws), that are attached as Exhibit A to the Parent Disclosure Schedule are complete and correct copies thereof as in
effect on the date hereof. The copies of the Merger Sub Certificate and Merger Sub By-laws that are attached as Exhibit B to the Parent
Disclosure Schedule are complete and correct copies thereof as in effect on the date hereof.
Section 4.3 Capitalization. The authorized capital stock of the Parent consists of 207,000,000 shares of capital stock, of which 200,000,000
are designated Parent Common Stock and 7,000,000 are designated preferred stock, $.01 par value per share (Parent Preferred Stock). As of
September 30, 2004, (A) 89,767,527 shares of Parent Common Stock (other than treasury shares) were issued and outstanding, all of which
were validly issued and fully paid,
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nonassessable and free of preemptive rights, (B) 15,931,989 shares of Parent Common Stock were held in the treasury of Parent and
(C) 6,686,735 shares of Parent Common Stock were issuable (and such number was reserved for issuance) upon exercise of options to
purchase Parent Common Stock (Parent Options) outstanding as of such date. As the date hereof, 6,000,000 shares of Parent Preferred
Stock are designated as Series A Convertible Preferred Stock, par value $.01 per share, of which 4,709,545 have been issued, all of which
have been converted to Parent Common Stock and are retired, canceled and are no longer outstanding. As of September 30, 2004, except for
(A) Parent Options to purchase not more than 6,686,735 shares of Parent Common Stock, and (B) other arrangements and agreements set forth
in the Parent Disclosure Schedule, there are no options, warrants or other rights to acquire capital stock or other Equity Interests from Parent,
or securities convertible into or exchangeable for such capital stock or other Equity Interests. Since September 30, 2004 through the date
hereof, Parent has not issued any shares of its capital stock or other Equity Interests, or securities convertible into or exchangeable for such
capital stock or other Equity Interests, other than shares of capital stock reserved for issuance as provided in this Section 4.3 or as set forth in
the Parent Disclosure Schedule. All shares of Parent Common Stock subject to issuance upon exercise of the Parent Options, upon issuance
prior to the Effective Time on the terms and conditions specified in the instruments pursuant to which they are issuable, will be duly
authorized, validly issued, fully paid, nonassessable and free of preemptive rights. The shares of Parent Common Stock to be issued in
connection with the Merger, when issued as contemplated herein, will be duly authorized, validly issued, fully paid and nonassessable and will
not be in violation of any preemptive rights.
Section 4.4 Authority. Each of Parent and Merger Sub has all necessary corporate power and authority to execute and deliver this
Agreement, to perform its obligations hereunder and to consummate the transactions contemplated by this Agreement to be consummated by
it. The execution and delivery of this Agreement by each of Parent and Merger Sub, as applicable, and the consummation by Parent and
Merger Sub of the transactions contemplated hereby have been duly and validly authorized by all necessary corporate action and, subject to
the Parent Approval Requirement, if applicable, no other corporate proceedings on the part of Parent and Merger Sub and no other stockholder
votes are necessary to authorize this Agreement or the Merger or to consummate the transactions contemplated hereby subject, with respect to
the Merger, to the adoption of this Agreement by Parent as the sole stockholder of Merger Sub and the Parent Approval Requirement, if
applicable. This Agreement has been duly authorized and validly executed and delivered by Parent and Merger Sub and, assuming due
authorization, execution and delivery by the Company, constitutes a legal, valid and binding obligation of Parent and Merger Sub, enforceable
against Parent and Merger Sub in accordance with its terms, except as such enforceability may be limited by bankruptcy, insolvency,
reorganization, moratorium or similar laws relating to or affecting creditors generally and by general equitable principles (regardless of
whether such enforceability is considered in a proceeding in equity or at law).
Section 4.5 No Conflict; Required Filings and Consents.
Section 4.5.1
The execution and delivery of this Agreement does not, and the performance of this Agreement by Parent and
Merger Sub will not, (A) conflict with or violate any provision of the Parent Certificate, the Parent By-laws, the Merger Sub Certificate or
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the Merger Sub By-laws, (B) assuming that all consents, approvals, authorizations and permits described in Section 4.5.2 have been obtained
and all filings and notifications described in Section 4.5.2 have been made and any waiting periods thereunder have terminated or expired,
conflict with or violate any Law applicable to Parent or Merger Sub or any other subsidiary of Parent (each a Parent Subsidiary and,
collectively, the Parent Subsidiaries) or by which any property or asset of Parent, Merger Sub or any Parent Subsidiary is bound or affected
or (C) except as set forth in the Parent Disclosure Schedule, require any consent or approval under, result in any breach of, or any loss of or
any benefit under, or constitute a default (or an event which with notice or lapse of time or both would become a default) under, or give to
others any right of termination, amendment, acceleration or cancellation of, or result in the creation of a Lien on any property or asset of
Parent, Merger Sub or any Parent Subsidiary pursuant to, any note, bond, mortgage, indenture, contract, agreement, lease, license, Parent
Permit or other instrument or obligation to which Parent, Merger Sub or any Parent Subsidiary is party, except, as to clauses (B) and (C),
respectively, for any such consents, approvals, conflicts, violations, breaches, defaults or other occurrences which would not, individually or
in the aggregate, reasonably be expected to (x) have a Parent Material Adverse Effect or (y) prevent the consummation of the Merger.
Section 4.5.2
The execution and delivery of this Agreement by Parent and Merger Sub does not, and the performance of this
Agreement by Parent and Merger Sub will not, require any consent, approval, authorization or permit of, or filing with or notification to, any
Governmental Entity, except (A) under the Exchange Act, the Securities Act, any applicable Blue Sky Laws, the rules and regulations of the
Exchange, the HSR Act, the Other Regulatory Approvals and filing and recordation of the Certificate of Merger as required by the DGCL and
(B) where failure to obtain such consents, approvals, authorizations or permits, or to make such filings or notifications, would not, individually
or in the aggregate, reasonably be expected to (x) have a Parent Material Adverse Effect or (y) prevent the consummation of the Merger.
Section 4.6 Permits; Compliance with Laws. Each of Parent, Merger Sub and each Parent Subsidiary is in possession of all authorizations,
licenses, permits, certificates, approvals and clearances of any Governmental Entity necessary for Parent, Merger Sub and each Parent
Subsidiary to own, lease and operate its properties or to carry on its respective businesses substantially as it is being conducted as of the date
hereof (the Parent Permits), and all such Parent Permits are valid, and in full force and effect, except where the failure to have, or the
suspension or cancellation of, or failure to be valid or in full force and effect of, any of the Parent Permits would not, individually or in the
aggregate, reasonably be expected to have a Parent Material Adverse Effect. None of Parent, Merger Sub or any Parent Subsidiary is in
conflict with, or in default or violation of (1) any Law applicable to Parent, Merger Sub or any Parent Subsidiary or by which any property or
asset of Parent, Merger Sub or any Parent Subsidiary is bound or affected or (2) any Parent Permits, except in each case for any such conflicts,
defaults or violations that would not, individually or in the aggregate, reasonably be expected to have a Parent Material Adverse Effect.
Section 4.7 SEC Filings; Financial Statements.
Section 4.7.1
Parent has filed all registration statements, prospectuses, forms, reports, definitive proxy statements, schedules and
documents required to be filed by it
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under the Securities Act or the Exchange Act, as the case may be, together with all certifications required pursuant to the Sarbanes-Oxley Act,
from and after January 1, 2003 (collectively, the Parent SEC Filings). Each Parent SEC Filing, as amended or supplemented if applicable,
(A) as of its date, or, if amended or supplemented, as of the date of such amendment or supplement, complied in all material respects with the
requirements of the Securities Act or the Exchange Act, as the case may be, together with the Sarbanes-Oxley Act, and (B) did not, at the time
it was filed (or became effective in the case of registration statements), or, if amended or supplemented, as of the date of such amendment or
supplement, contain any untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary in order to
make the statements made therein, in the light of the circumstances under which they were made, not misleading.
Section 4.7.2
Each of the consolidated financial statements (including, in each case, any notes thereto) contained in the Parent
SEC Filings, as amended or supplemented if applicable, was prepared in accordance with GAAP applied (except as may be indicated in the
notes thereto and, in the case of unaudited quarterly financial statements, as permitted by Form 10-Q under the Exchange Act) on a consistent
basis throughout the periods indicated (except as may be indicated in the notes thereto), and each presented fairly, in all material respects, the
consolidated financial position, results of operations and cash flows of Parent and the consolidated Parent Subsidiaries as of the respective
dates thereof and for the respective periods indicated therein (subject, in the case of unaudited quarterly financial statements, to normal yearend adjustments which did not and would not, individually or in the aggregate, reasonably be expected to have a Parent Material Adverse
Effect).
Section 4.7.3
Except as and to the extent set forth (A) on the consolidated balance sheet of Parent and the consolidated Parent
Subsidiaries as of December 31, 2003 included in Parents annual report filed on Form 10-K for the year ended December 31, 2003, including
the notes thereto, or (B) in the Parent SEC Filings filed after December 31, 2003, none of Parent or any consolidated Parent Subsidiary has
any liabilities or obligations of any nature (whether accrued, absolute, contingent or otherwise) that would be required to be reflected or
reserved against on a balance sheet prepared in accordance with GAAP, except for liabilities or obligations (1) under this Agreement or
incurred in connection with the transactions contemplated hereby or (2) incurred in the ordinary course of business since January 1, 2004 that
would not, individually or in the aggregate, reasonably be expected to have a Parent Material Adverse Effect.
Section 4.8 Disclosure Documents.
Section 4.8.1
The Registration Statement, the Proxy Statement (if the Parent Approval Requirement applies) and any Other
Filings, and any amendments or supplements thereto, that Parent is responsible for filing at (A) the time the Registration Statement is declared
effective, (B) the time the Proxy Statement or such Other Filings (or any amendment thereof or supplement thereto) is first mailed to the
stockholders of the Company, and (C) the time of the Company Stockholders Meeting, as applicable, will comply as to form in all material
respects with the applicable requirements of the Securities Act, the Exchange Act and other applicable Law.
28

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Section 4.8.2
None of the information supplied by Parent or Merger Sub for use in the Proxy Statement, at (A) the time the
Registration Statement is declared effective, (B) the time the Proxy Statement (or any amendment thereof or supplement thereto) is first
mailed to the stockholders of the Company, (C) the time of the Company Stockholders Meeting, (D) if the Parent Approval Requirement
applies, the time the Proxy Statement (or amendment thereof or supplement thereto) is first mailed to the stockholders of Parent, and (E) if the
Parent Approval Requirement applies, the time of the Parent Stockholders Meeting, in each case, will contain any untrue statement of a
material fact or omit to state any material fact necessary in order to make the statements made therein, in the light of the circumstances under
which they were made, not misleading. None of the information supplied by Parent or Merger Sub for use in the Registration Statement, at
(A) the time the Registration Statement is declared effective, and (B) the time of the Company Stockholders Meeting, in each case, will
contain any untrue statement of a material fact or omit to state any material fact necessary in order to make the statements made therein, in the
light of the circumstances under which they were made, not misleading. None of the information supplied by Parent or Merger Sub for use in
any Other Filing, at the time such Other Filing (or any amendment thereof or supplement thereto) is first mailed to the stockholders of the
Company, will contain any untrue statement of a material fact or omit to state any material fact necessary in order to make the statements
made therein, in the light of the circumstances under which they were made, not misleading. The representations and warranties contained in
this Section 4.8.2 will not apply to statements or omissions included into the Proxy Statement, the Registration Statement or any Other Filings
based upon information supplied to Parent or Merger Sub by the Company for use therein.
Section 4.9 Absence of Certain Changes or Events. Since January 1, 2004, except as set forth in the Parent Disclosure Schedule or as
specifically contemplated by, or as disclosed in, this Agreement, Parent and each Parent Subsidiary has conducted its businesses in the
ordinary course consistent with past practice and, since such date, there has not been (A) 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 Parent Material Adverse Effect or
(B) any action taken by Parent or any Parent Subsidiary during the period from January 1, 2004 through the date of this Agreement that, if
taken during the period from the date of this Agreement through the Effective Time, would constitute a breach of Section 5.2.
Section 4.10 Litigation. Except as set forth in the Parent Disclosure Schedule, as of the date of this Agreement, there is no suit, claim,
action or proceeding pending or, to the knowledge of Parent, threatened, nor, to the knowledge of Parent, is there any investigation pending, in
each case, against Parent or any Parent Subsidiary, and none of Parent or any Parent Subsidiary is subject to any outstanding order, writ,
injunction, decree or arbitration ruling, award or other finding, in each case, which has had or would, individually or in the aggregate,
reasonably be expected to (x) have a Parent Material Adverse Effect or (y) prevent the consummation of the Merger.
Section 4.11 Ownership of Merger Sub; No Prior Activities.
Section 4.11.1

Merger Sub was formed solely for the purpose of engaging in the transactions contemplated by this Agreement.
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Section 4.11.2
All of the outstanding capital stock of Merger Sub is owned directly by Parent. There are no options, warrants or
other rights (including registration rights), agreements, arrangements or commitments to which Merger Sub is a party of any character relating
to the issued or unissued capital stock of, or other Equity Interests in, Merger Sub or obligating Merger Sub to grant, issue or sell any shares of
the capital stock of, or other Equity Interests in, Merger Sub, by sale, lease, license or otherwise. There are no obligations, contingent or
otherwise, of Merger Sub to repurchase, redeem or otherwise acquire any shares of the capital stock of Merger Sub.
Section 4.11.3
Except for obligations or liabilities incurred in connection with its incorporation or organization and the
transactions contemplated by this Agreement, Merger Sub has not and will not have incurred, directly or indirectly, through any subsidiary or
affiliate, any obligations or liabilities or engaged in any business activities of any type or kind whatsoever or entered into any agreements or
arrangements with any person.
Section 4.12 Vote Required. No vote of the holders of any class or series of capital stock or other Equity Interests of Parent is necessary to
adopt this Agreement, or to consummate the transactions contemplated hereby; provided that if the Parent Approval Requirement applies, the
affirmative vote of the holders of a majority of the votes cast at a meeting at which a majority of the outstanding shares of Parent Common
Stock (the Required Parent Stockholders) are present and voting is necessary to authorize the issuance of Parent Common Stock pursuant to
this Agreement.
Section 4.13 Opinion of Financial Advisors. The Board of Directors of Parent (the Parent Board) has received the opinions of CIBC
World Markets Corp. and Lehman Brothers Inc. (the Parent Financial Advisors) that, as of the date hereof, the Merger Consideration is fair
from a financial point of view to Parent.
Section 4.14 Brokers. No broker, finder or investment banker (other than the Parent Financial Advisors) is entitled to any brokerage,
finders or other fee or commission in connection with the Merger based upon arrangements made by or on behalf of Parent or any Parent
Subsidiary.
Section 4.15 Financing. Parent has cash on hand or has furnished the Company with true and correct copies of commitment letters to
provide, in the aggregate, monies sufficient to fund the consummation of the transactions contemplated by this Agreement and satisfy all other
costs and expenses required to be paid by Parent or Merger Sub arising in connection therewith. As of the date hereof, there is no breach or
default existing, or with notice or the passage of time may exist, under such commitment letters. Parent has no reason to believe that any of the
conditions precedent to the draw-down of such amounts under such commitment letters will not be satisfied.
Section 4.16 Tax Matters. Neither Parent nor any Parent Subsidiary or, to the knowledge of Parent, any of Parents affiliates has taken or
agreed to take any action that would prevent the Merger from qualifying as a reorganization within the meaning of Section 368(a) of the Code.
Parent is not aware of any agreement, plan or other circumstance that would prevent
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the Merger from qualifying as a reorganization within the meaning of Section 368(a) of the Code.
Section 4.17 Company Stock. Each of Parent and Merger Sub is not, nor at any time during the last three years has it been, an interested
stockholder of the Company as defined in Section 203 of the DGCL. Each of Parent and Merger Sub does not own (directly or indirectly,
beneficially or of record) and is not a party to any agreement, arrangement or understanding for the purpose of acquiring, holding, voting or
disposing of, in each case, any shares of capital stock of the Company (other than as contemplated by this Agreement).
Article 5.
Covenants
Section 5.1 Conduct of Business by the Company Pending the Closing. The Company agrees that, between the date of this Agreement and
the Effective Time, except as set forth in the Company Disclosure Schedule, as specifically permitted by any other provision of this
Agreement or as required by applicable Law or the regulations or requirements of NASDAQ, unless Parent shall otherwise agree in writing
(which shall not be unreasonably withheld or delayed), the Company will, and will cause each Company Subsidiary to, (A) conduct its
operations in the ordinary and usual course of business substantially consistent with past practice and (B) use its commercially reasonable
efforts to preserve substantially intact its business organization, its customer and provider relationships and its goodwill. Without limiting the
foregoing, and as an extension thereof, except as set forth in the Company Disclosure Schedule, as specifically permitted by any other
provision of this Agreement or as required by applicable Law or the regulations or requirements of the NASDAQ, the Company shall not, and
shall not permit any Company Subsidiary to, between the date of this Agreement and the Effective Time, directly or indirectly, do, or agree to
do, any of the following without the prior written consent of Parent (which consent shall not be unreasonably withheld or delayed):
Section 5.1.1

amend or otherwise change its certificate of incorporation or by-laws or equivalent organizational documents;

Section 5.1.2
(A) issue or authorize the issuance of any shares of capital stock of, or other Equity Interests in, the Company or
any Company Subsidiary of any class, or securities convertible or exchangeable or exercisable for any shares of such capital stock or other
Equity Interests, or any options, warrants or other rights of any kind to acquire any shares of such capital stock or other Equity Interests or
such convertible or exchangeable securities of the Company or any Company Subsidiary, other than the issuance of Company Common Stock
upon the exercise of Company Options outstanding on the date hereof in the ordinary course of business or (B) except as set forth on Section
5.1.2 of the Company Disclosure Schedule, sell, pledge, dispose of, transfer, lease, license, guarantee or encumber, or authorize the sale,
pledge, disposition, transfer, lease, license, guarantee or encumbrance of any property or assets of the Company or any Company Subsidiary
with a fair market value in excess of $500,000 individually or $2,000,000 in the aggregate, except pursuant to existing contracts or
commitments as in effect on the date hereof;
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Section 5.1.3
declare, set aside, make or pay any dividend or other distribution (whether payable in cash, stock, property or a
combination thereof) with respect to any of its capital stock (other than dividends paid by a wholly-owned Company Subsidiary to the
Company or to any other wholly-owned Company Subsidiary) or enter into any agreement with respect to the voting of its capital stock;
Section 5.1.4
reclassify, combine, split, subdivide or redeem, purchase or otherwise acquire, directly or indirectly, any of its
capital stock, other Equity Interests or other securities;
Section 5.1.5
acquire any interest in, or substantially all of the assets of, any person (including, without limitation, by merger,
consolidation, or acquisition of stock), other than acquisitions for consideration that is individually not in excess of $500,000 or, in the
aggregate, not in excess of $2,000,000 for the Company and the Company Subsidiaries taken as a whole;
Section 5.1.6
with respect to the Companys 2004 fiscal year, make any capital expenditure that (A) involves the purchase of any
real property or (B) is in excess of $500,000 individually, or $3,000,000 in the aggregate, except, in each case, for (x) as set forth on
Section 5.1.6 of the Company Disclosure Schedule, (y) any capital expenditures that are budgeted for in the Companys 2004 fiscal year
capital expenditure plan (a correct and complete copy of which has been made available to Parent prior to the date of this Agreement),
including any part of such capital expenditure plan that continues into the Companys 2005 fiscal year, or (z) any capital expenditures in
connection with customer contracts entered into in the ordinary course of business after the date hereof;
Section 5.1.7
(A) repurchase or prepay any indebtedness for borrowed money, except as required by the terms of such
indebtedness or for payments of amounts outstanding under the Companys existing credit facility in the ordinary course of business,
(B) incur any indebtedness for borrowed money or guarantee any such indebtedness of another person or issue or sell any debt securities or
options, warrants, calls or other rights to acquire any debt securities of the Company or any of the Company Subsidiaries, except, in each case,
for borrowings under the Companys existing credit facility in the ordinary course of business, (C) make any loans or advances to employees
other than for advances for ordinary course business expenses, or (D) make any loans, advances or capital contributions to, or investments in,
any person other than the Company or any Company Subsidiary, in each of clauses (A), (B) and (D), in excess of $2,000,000 in the aggregate;
Section 5.1.8
(A) pay, discharge, settle or satisfy any claims, liabilities or obligations (whether absolute, accrued, asserted or
unasserted, contingent or otherwise) (1) in excess of $500,000 individually, or $2,000,000 in the aggregate, or (2) imposing any material
limitation on the future conduct of the business of the Company or the Company Subsidiaries, (B) waive or release any right of the Company
or any of the Company Subsidiaries with a value in excess of $500,000 other than in the ordinary course of business consistent with past
practice, or (C) settle any stockholder litigation against the Company or its directors relating to this Agreement or the Merger; except, in the
case of clauses (A) and (B) hereof, for such payments,
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discharges, settlements, satisfactions, waivers or releases to the extent not in excess of any reserves with respect thereto on the Companys
books as of the date hereof;
Section 5.1.9
enter into, modify, amend or terminate any Company Contract (or any contract that would otherwise be a Company
Contract if effect on the date hereof) (A) other than in connection with a Superior Proposal (subject to Section 5.7 hereof), if the effect thereof
would reasonably be expected to have a Company Material Adverse Effect or prevent the consummation of the Merger, (B) other than in
connection with a Superior Proposal (subject to Section 5.7 hereof), that would result in the Company or any of the Company Subsidiaries
incurring in excess of $500,000 in annual liability individually and that is not terminable by the Company without penalty with one year or
less notice (excluding contracts or amendments entered into or made in the ordinary course of business with customers or providers of the
Company or the Company Subsidiaries or any renewals of existing contracts in the ordinary course of business other than multiple year
vendor contracts), (C) by which the Company or any of the Company Subsidiaries grants any license to material Company Intellectual
Property except in the ordinary course of business consistent with past practice, or (D) that contains a covenant restricting the ability of the
Company or any of Company Subsidiaries (or which, following the consummation of the Merger, could reasonably be expected to restrict the
ability of Parent or any of its Subsidiaries, the Surviving Corporation and the Company Subsidiaries) to compete in any business or with any
person or in any geographic area;
Section 5.1.10
other than in connection with a Superior Proposal (subject to Section 5.7 hereof), enter into any contract which, if
in effect as of the date hereof, would be required to be disclosed pursuant to Section 3.12.1 hereof (other than contracts already disclosed
pursuant to Section 3.12.1) and that would also be required to be disclosed as an exception to the representation in Section 3.12.4 hereof;
Section 5.1.11
except as required to comply with applicable Law, in the ordinary course of business consistent with past practice,
pursuant to any Company Contract or any Company Benefit Plan in existence on the date hereof or as otherwise disclosed in Section 5.1.11 of
the Company Disclosure Schedule, (A) increase in any manner the compensation or fringe benefits of, or pay any bonus (other than the bonus
payments described in Sections 3.10 or 3.12 of the Company Disclosure Schedule) to, any current or former director, officer, employee or
consultant of the Company or any of the Company Subsidiaries, (B) pay to any current or former director, officer, employee or consultant of
the Company or any of the Company Subsidiaries any benefit not provided for under any contract or Company Benefit Plan other than the
payment of cash compensation in the ordinary course of business consistent with past practice, (C) take any action to fund or in any other way
secure the payment of compensation or benefits under any contract or Company Benefit Plan, (D) exercise any discretion to accelerate the
vesting or payment of any compensation or benefit under any contract or Company Benefit Plan other than as required by the terms of this
Agreement, (E) materially change any actuarial or other assumption used to calculate funding obligations with respect to any Company
Benefit Plan or change the manner in which contributions to any Company Plan are made or the basis on which such contributions are
determined or (F) adopt any new employee benefit plan or arrangement or amend, modify or terminate any existing Company Benefit Plan to
increase the benefits thereunder, in each case for the benefit of any current or former director, officer,
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employee or consultant of the Company or any of the Company Subsidiaries, other than required by applicable Law or Tax qualification
requirement;
Section 5.1.12
adopt or enter into any collective bargaining agreement or other labor union contract applicable to the employees
of the Company or any of the Company Subsidiaries;
Section 5.1.13
fail to use reasonable efforts to maintain existing insurance policies or comparable replacement policies to the
extent available for a reasonable cost;
Section 5.1.14
except as set forth on Section 5.1.14 of the Company Disclosure Schedules, make any material Tax election or
settle or compromise any material Tax liability, or agree to an extension of a statute of limitations with respect to material Taxes;
Section 5.1.15
change its fiscal year, make any change in financial, statutory or Tax accounting policies or procedures, or make
any material change in any investment or actuarial policies and procedures, except as required by GAAP or by a Governmental Entity;
Section 5.1.16
take, or agree to take, any action that would prevent the Merger from qualifying as a reorganization within the
meaning of Section 368(a) of the Code;
Section 5.1.17
undertake, or agree to undertake, any business combination, acquisition or disposition that would result in a
requirement to include financial statements for the acquired entity or assets in the Registration Statement; or
Section 5.1.18

authorize or enter into any agreement or otherwise make any commitment to do any of the foregoing.

Section 5.2
Conduct of Business by Parent Pending the Closing.
Parent agrees that, between the date of this Agreement and the
Effective Time, except as set forth in the Parent Disclosure Schedule, as specifically permitted by any other provision of this Agreement, or as
required by applicable Law or the regulations or requirements of the Exchange, unless the Company shall otherwise agree in writing (which
shall not be unreasonably withheld or delayed), Parent will, and will cause each Parent Subsidiary to, (A) conduct its operations in the
ordinary and usual course of business and (B) use its reasonable best efforts to preserve substantially intact its business organization, its
customer and provider relationships and its goodwill. Without limiting the foregoing, and as an extension thereof, except as set forth in the
Parent Disclosure Schedule, as specifically permitted by any other provision of this Agreement, or as required by applicable Law or the
regulations or requirements of the Exchange, Parent shall not, and shall not permit any Parent Subsidiary to, between the date of this
Agreement and the Effective Time, directly or indirectly, do, or agree to do, any of the following without the prior written consent of the
Company (which consent shall not be unreasonably withheld or delayed):
Section 5.2.1

amend or otherwise change the Parent Certificate or Parent By-laws or equivalent organizational documents;
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Section 5.2.2
declare, set aside, make or pay any dividend or other distribution (whether payable in cash, stock, property or a
combination thereof), with respect to any of its capital stock (other than dividends paid by a Parent Subsidiary to Parent or any Parent
Subsidiary);
Section 5.2.3
change its fiscal year, or make any material change in financial accounting policies or procedures, except as
required by GAAP or by a Governmental Entity;
Section 5.2.4
take, or agree to take, any action that would prevent the Merger from qualifying as a reorganization within the
meaning of Section 368(a) of the Code;
Section 5.2.5
undertake, or agree to undertake, any business combination, acquisition or disposition that would result in a
requirement to include financial statements for the acquired entity or assets in the Registration Statement; or
Section 5.2.6

authorize or enter into any agreement or otherwise make any commitment to do any of the foregoing.

Section 5.3
Cooperation; Notice of Certain Changes.
The Company and Parent shall coordinate and cooperate in connection with
(A) the preparation of the Registration Statement, the Proxy Statement and any Other Filings, (B) determining whether any action by or in
respect of, or filing with, any Governmental Entity is required in connection with the consummation of the Merger and (C) seeking any such
actions, consents, approvals or waivers or making any such filings, furnishing information required in connection therewith or with the
Registration Statement, the Proxy Statement or any Other Filings and timely seeking to obtain any such actions, consents, approvals or
waivers. Each of the Company and Parent shall promptly notify the other party of any fact, event or circumstance known to it that would be
reasonably likely to cause any condition set forth in Article VI to be unsatisfied on or prior to the Effective Time; provided, however that no
such notification shall affect the representations, warranties, covenants or agreements of the parties (or remedies with respect thereto) or the
conditions to the obligations of the parties under this Agreement.
Section 5.4

Registration Statement; Proxy Statement.

Section 5.4.1
As promptly as practicable after the execution of this Agreement, the Company and, if required, Parent shall
prepare and file with the SEC a proxy statement relating to the Company Stockholders Meeting and, if required, the Parent Stockholders
Meeting (together with any amendments thereof or supplements thereto, the Proxy Statement) and Parent shall prepare and file with the
SEC a registration statement on Form S-4 (together with all amendments thereto, the Registration Statement) in which the Proxy Statement
shall be included as a prospectus, in connection with the registration under the Securities Act of the shares of Parent Common Stock to be
issued to the stockholders of the Company pursuant to the Merger. In addition, each of the Company and Parent shall prepare and file with the
SEC any Other Filings as and when required or requested by the SEC. Each of the Company and Parent will use all reasonable efforts to
respond to any comments made by the SEC with respect to the Proxy Statement, the Registration Statement and any Other Filings, and
35

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

to cause the Registration Statement to become effective as promptly as practicable. Prior to the effective date of the Registration Statement,
Parent shall take all or any action required under any applicable federal or state securities Laws in connection with the issuance of shares of
Parent Common Stock in the Merger. Each of the Company and Parent shall furnish all information concerning it and the holders of its capital
stock as the other party may reasonably request in connection with such actions and the preparation of the Proxy Statement, the Registration
Statement and any Other Filings. As promptly as practicable after the Registration Statement shall have become effective, the Company and, if
required, Parent shall mail the Proxy Statement to its stockholders. Subject to Section 5.7 hereof, the Proxy Statement shall include the
recommendation of the Company Board that adoption of this Agreement by the Companys stockholders is advisable and that the Company
Board has determined that the Merger is fair to and in the best interests of the Companys stockholders (the Company Recommendation)
and, if the Parent Approval Requirement applies, the recommendation of the Parent Board in favor of the Merger and the Issuance.
Section 5.4.2
Subject to Section 5.7 hereof and other than pursuant to Rule 425 of the Securities Act with respect to releases
made in compliance with Section 5.11 of this Agreement, no amendment or supplement to the Proxy Statement, the Registration Statement or
any Other Filings, nor any response to any comments or inquiry from the SEC, will be made by the Company or Parent without the approval
of the other party, which approval shall not be unreasonably withheld or delayed. The Company and Parent each will advise the other
promptly after it receives notice of the time when the Registration Statement has become effective or any supplement or amendment has been
filed, of the issuance of any stop order, the suspension of the qualification of the Parent Common Stock issuable in connection with the
Merger for offering or sale in any jurisdiction, or any request by the SEC for amendment of the Proxy Statement, the Registration Statement or
any Other Filings or comments thereon and responses thereto or requests by the SEC for additional information.
Section 5.4.3
Parent shall promptly inform the Company if, at any time prior to the Effective Time, any event or circumstance
relating to Parent, any Parent Subsidiary or Merger Sub, or any of their respective officers or directors, should be discovered by Parent and
should be set forth in an amendment or a supplement to the Proxy Statement, the Registration Statement or any Other Filing. The Company
shall promptly inform Parent if, at any time prior to the Effective Time, any event or circumstance relating to the Company or any Company
Subsidiary, or any of their respective officers or directors, should be discovered by the Company and should be set forth in an amendment or a
supplement to the Proxy Statement, the Registration Statement or any Other Filing.
Section 5.5

Company Stockholders Meeting; Consent of Parent as Sole Stockholder of Merger Sub; Parent Stockholders Meeting.

Section 5.5.1
The Company shall call and hold a meeting of its stockholders (the Company Stockholders Meeting) as
promptly as practicable for the purpose of voting upon the adoption of this Agreement, and the Company shall use its commercially
reasonable efforts to hold the Company Stockholders Meeting as soon as practicable after the date on which the Registration Statement
becomes effective. Notwithstanding anything to the contrary in the preceding sentence, at any time prior to the Company Stockholders
Meeting and
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subject to compliance with Section 5.7, the Company may adjourn or postpone the Company Stockholders Meeting for a period not to
exceed twenty (20) Business Days in response to an Acquisition Proposal if the Company Board determines that there is a reasonable
likelihood that such Acquisition Proposal could lead to a Superior Proposal, provided, however, that the Company may only adjourn or
postpone the Company Stockholders Meeting one time. The Company shall not be required to hold the Company Stockholders Meeting if
this Agreement is terminated before that meeting is held.
Section 5.5.2
Parent, as sole stockholder of Merger Sub, shall prepare, execute and deliver to Merger Sub, a copy of which shall
be provided to the Company, a written consent to adopt this Agreement within one (1) Business Day after the date hereof.
Section 5.5.3
If the Parent Approval Requirement applies, Parent shall call and hold a meeting of its stockholders (the Parent
Stockholders Meeting) as promptly as practicable for the purpose of voting upon the issuance of shares of Parent Common Stock pursuant
to this Agreement, and Parent shall use its commercially reasonable efforts to hold the Parent Stockholders Meeting as soon as practicable
after the date on which the Registration Statement becomes effective. Parent shall not be required to hold the Parent Stockholders Meeting if
this Agreement is terminated before that meeting is held.
Section 5.6

Access to Information; Confidentiality.

Section 5.6.1
Except as required pursuant to any confidentiality agreement or similar agreement or arrangement to which the
Company or any Company Subsidiary is a party, and subject to applicable Law, from the date of this Agreement to the Effective Time, the
Company shall, and shall cause each Company Subsidiary and each of their respective directors, officers, employees, accountants, consultants,
legal counsel, advisors, and agents and other representatives (collectively, Company Representatives) to: (A) provide to Parent and Merger
Sub and their respective officers, directors, employees, accountants, consultants, legal counsel, advisors, agents and other representatives
(collectively, Parent Representatives), upon reasonable prior notice to the Company, reasonable access during normal business hours to the
officers, employees, agents, properties, offices and other facilities of the Company and the Company Subsidiaries and to the books and records
thereof and (B)furnish promptly such information concerning the business, properties, contracts, assets, liabilities, personnel and other aspects
of the Company and the Company Subsidiaries as Parent or the Parent Representatives may reasonably request.
Section 5.6.2
With respect to the information disclosed pursuant to this Agreement, Parent and Merger Sub shall comply with,
and shall cause their Parent Representatives to comply with, all of Parents obligations under the Confidentiality Agreement previously
executed by the Company and Parent (the Confidentiality Agreement).
Section 5.7

Acquisition Proposals.

Section 5.7.1
From and after the date of this Agreement, the Company agrees that it shall not, and shall not authorize or permit
any Company Subsidiary or Company Representative to, directly or indirectly, take any action to (A) solicit, initiate or facilitate any
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Acquisition Proposal, (B) participate in any way in discussions or negotiations with, or furnish any non-public information to, any person that
has made an Acquisition Proposal, (C) withdraw or modify the Company Recommendation in a manner adverse to Parent, (D) other than the
Merger, approve or recommend any Acquisition Proposal, or (E) enter into any letter of intent or agreement with respect to any Acquisition
Proposal. The Company shall, and shall cause the Company Subsidiaries and instruct the Company Representatives to, immediately cease and
cause to be terminated all existing discussions or negotiations with any person conducted heretofore with respect to any Acquisition Proposal.
Notwithstanding the first and second sentences of this Section 5.7.1, at any time prior to obtaining the adoption of this Agreement by the
Required Company Stockholders, the Company shall be permitted to:
(i)
take and disclose to the Companys stockholders a position with respect to any tender or exchange offer by a third party
or amend or withdraw such a position in accordance with Rule 14d-9 and Rule 14e-2 promulgated under the Exchange Act;
(ii)
if the Company has received an unsolicited Acquisition Proposal from a third party made after the date hereof and the
Company Board determines in good faith (after consultation with its financial advisor and outside counsel) that such Acquisition
Proposal constitutes a Superior Proposal, change the Company Recommendation or enter into a definitive agreement with respect
to such Superior Proposal (a Company Adverse Recommendation Change); provided, that the Company shall comply with
Section 5.7.2 hereof prior to making a Company Adverse Recommendation Change;
(iii)
change the Company Recommendation if the Company Board determines in good faith (after consultation with
outside counsel) that it is necessary to do so to comply with its fiduciary duties to the stockholders of the Company under
applicable Law; or
(iv)
participate in any discussions or negotiations with, or provide any non-public information to, any person in response to
an Acquisition Proposal by any such person, if the Company Board determines in good faith (after consultation with its financial
advisor and outside counsel) that such Acquisition Proposal is, or is reasonably likely to result in, a Superior Proposal; provided,
that the Company shall have provided prior notice to Parent of such Acquisition Proposal pursuant to Section 5.7.3 and the
Company shall only provide such non-public information pursuant to a confidentiality agreement not less restrictive of such
person than the Confidentiality Agreement, provided that all such information (to the extent such information has not previously
been provided or made available to Parent) is provided or made available to Parent, as the case may be, prior to or substantially
concurrently with the time such information is provided or made available to such person, as the case may be.
Section 5.7.2
If the Company Board determines to effect a Company Adverse Recommendation Change as provided in
Section 5.7.1(ii), such Company Adverse Recommendation Change may only be made after the end of the third day following Parents receipt
of written notice from the Company (an Adverse Recommendation Notice) advising
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Parent that the Company Board intends to make such Company Adverse Recommendation Change, which notice shall contain a copy of the
Superior Proposal to which such Company Adverse Recommendation Change relates and the information required to be provided to Parent by
Section 5.7.3 in connection with such Superior Proposal, together with copies of any written offer or proposal in respect of such Superior
Proposal; provided, that any amendment to the material terms of such Superior Proposal after the initial Adverse Recommendation Notice
shall require a new Adverse Recommendation Notice. In determining whether to make a Company Adverse Recommendation Change in
response to a Superior Proposal, the Company Board shall take into account any changes to the terms of this Agreement proposed by Parent
(in response to an Adverse Recommendation Notice or otherwise) in determining whether such third party Acquisition Proposal still
constitutes a Superior Proposal.
Section 5.7.3
The Company shall promptly advise Parent orally and in writing of any request for information, proposal or other
inquiry that is, or is reasonably likely to result in, an Acquisition Proposal, the material terms and conditions of any such request, Acquisition
Proposal or inquiry (including any changes to the material terms thereof) and the identity of the person making any such request, Acquisition
Proposal or inquiry. Upon Parents request, the Company shall inform Parent of the general status of any such request, Acquisition Proposal
or inquiry.
Section 5.8

Appropriate Action; Consents; Filings.

Section 5.8.1
Each of the Company and Parent shall use reasonable best efforts to (A) take, or cause to be taken, all appropriate
action, and do, or cause to be done, all things necessary, proper or advisable under any applicable Law or otherwise to consummate and make
effective the Merger and the other transactions contemplated by this Agreement as promptly as practicable, (B) obtain from any Governmental
Entities any consents, licenses, permits, waivers, approvals, authorizations or orders required to be obtained or made by Parent or the
Company or any of their respective Subsidiaries, or to avoid any action or proceeding by any Governmental Entity (including, without
limitation, those in connection with the HSR Act), in connection with the authorization, execution and delivery of this Agreement and the
consummation of the Merger and the other transactions contemplated herein, (C) make or cause to be made the applications or filings required
to be made by Parent or the Company or any of their respective Subsidiaries under or with respect to the HSR Act, the Other Regulatory
Approvals or any other Laws in connection with the authorization, execution and delivery of this Agreement and the consummation of the
Merger and the other transactions contemplated herein, and to pay any fees due of it in connection with such applications or filings, as
promptly as is reasonably practicable, and in any event within ten Business Days after the date hereof, (D) comply at the earliest practicable
date with any request under or with respect to the HSR Act, the Other Regulatory Approvals and any such other Laws for additional
information, documents or other materials received by Parent or the Company or any of their respective Subsidiaries from the Federal Trade
Commission or the Department of Justice or any other Governmental Entity in connection with such applications or filings or the Merger and
the other transactions contemplated by this Agreement and (E) coordinate and cooperate with, and give due consideration to all reasonable
additions, deletions or changes suggested in connection with, making (1) any filing under or with respect to the HSR Act, the Other
Regulatory Approvals or any such other Laws, and (2) any filings, conferences or other submissions related to resolving
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any investigation or other inquiry by any such Governmental Entity. Each of the Company and Parent shall, and shall cause their respective
Affiliates to, furnish to the other party all information necessary for any such application or other filing to be made in connection with the
Merger or other transactions contemplated by this Agreement. Each of the Company and Parent shall promptly inform the other of any
communication with, and any proposed understanding, undertaking or agreement with, any Governmental Entity regarding any such
application or filing. If a party hereto intends to independently participate in any meeting with any Governmental Entity in respect of any such
filings, investigation or other inquiry, then such party shall give the other party reasonable prior notice of such meeting. The parties shall
coordinate and cooperate with one another in connection with any analyses, appearances, presentations, memoranda, briefs, arguments,
opinions and proposals made or submitted by or on behalf of any party in connection with all meetings, actions and proceedings under or
relating to any such application or filing.
Section 5.8.2
The Company and Parent shall give (or shall cause their respective Subsidiaries to give) any notices to third parties,
and use, and cause their respective Subsidiaries to use, commercially reasonable efforts to obtain any third party consents, (A) necessary,
proper or advisable to consummate the transactions contemplated in this Agreement, (B) required to be disclosed in the Company Disclosure
Schedule or the Parent Disclosure Schedule, as applicable, or (C) required to prevent a Company Material Adverse Effect from occurring prior
to or after the Effective Time or a Parent Material Adverse Effect from occurring after the Effective Time; provided, however, that the
Company and Parent shall coordinate and cooperate in determining whether any actions, consents, approvals or waivers are required to be
obtained from parties to any Company Contracts in connection with consummation of the Merger and seeking any such actions, consents,
approvals or waivers. In the event that either party shall fail to obtain any third party consent described in the first sentence of this
Section 5.8.2, such party shall use commercially reasonable efforts, and shall take any such actions reasonably requested by the other party
hereto, to mitigate any adverse effect upon the Company and Parent, their respective Subsidiaries, and their respective businesses resulting, or
which could reasonably be expected to result after the Effective Time, from the failure to obtain such consent.
Section 5.8.3
From the date of this Agreement until the Effective Time, each of Parent and the Company shall promptly notify
the other in writing of any pending or, to the knowledge of Parent or the Company (as the case may be), threatened action, suit, arbitration or
other proceeding or investigation by any Governmental Entity or any other Person (A) challenging or seeking material damages in connection
with the Merger or the other transactions contemplated by this Agreement or (B) seeking to restrain or prohibit the consummation of the
Merger or otherwise limit in any material respect the right of Parent or any Parent Subsidiary to own or operate all or any portion of the
businesses or assets of the Company or any Company Subsidiary.
Section 5.8.4
Each of the Company and Parent shall, and shall cause their respective controlled Affiliates to, use their reasonable
best efforts to (A) cause the expiration of the notice periods under or with respect to the HSR Act, the Other Regulatory Approvals and any
other Laws with respect to the transactions contemplated by this Agreement as promptly as is reasonably practicable after the execution of this
Agreement and (B) resolve such objections, if
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any, as may be asserted by any Governmental Entity with respect to the Merger or other transactions contemplated by this Agreement. In
connection therewith, if any administrative or judicial action or proceeding is instituted (or threatened to be instituted) challenging the
transaction contemplated by this Agreement as violative of any Law, each of the Company and Parent shall, and shall cause their respective
affiliates to, cooperate and use their reasonable best efforts to contest and resist, except insofar as the Company and Parent may otherwise
agree, any such action or proceeding, including any action or proceeding that seeks a temporary restraining order or preliminary injunction
that would prohibit, prevent or restrict consummation of the Merger or other transactions contemplated by this Agreement. In furtherance and
not in limitation of the foregoing, Parent shall cooperate in good faith with all Governmental Entities and, subject to Section 5.10, undertake
promptly any and all actions required to lawfully complete the Merger and the other transactions contemplated by this Agreement.
Section 5.8.5
Each of the Company and the Company Subsidiaries will, and will cause each of its Representatives to, use its
reasonable efforts, subject to applicable Laws, to cooperate with and assist Parent and Merger Sub in connection with planning the integration
of the Company and the Company Subsidiaries and their respective employees with the business operations of Parent and its Subsidiaries.
Section 5.8.6
Nothing contained in this Agreement shall give Parent or Merger Sub, directly or indirectly, the right to control or
direct the operations of the Company prior to the consummation of the Merger. Prior to the consummation of the Merger, the Company shall
exercise, subject and consistent with the terms and conditions of this Agreement, including Section 5.2, complete unilateral control and
supervision over its business operations.
Section 5.9 Certain Notices. From and after the date of this Agreement until the Effective Time, each party hereto shall promptly notify
the other party hereto of (A) the occurrence, or non-occurrence, of any event that would be likely to cause any condition to the obligations of
any party to effect the Merger and the other transactions contemplated by this Agreement not to be satisfied or (B) the failure of the Company
or Parent, as the case may be, to comply with or satisfy any covenant, condition or agreement to be complied with or satisfied by it pursuant to
this Agreement which would reasonably be expected to result in any condition to the obligations of any party to effect the Merger and the
other transactions contemplated by this Agreement not to be satisfied; provided, however, that the delivery of any notice pursuant to this
Section 5.9 shall not cure any breach of any representation or warranty requiring disclosure of such matter prior to the date of this Agreement
or otherwise limit or affect the remedies available hereunder to the party receiving such notice.
Section 5.10 Reasonable Best Efforts. Notwithstanding the foregoing or anything else to the contrary in this Agreement, no covenant in
this Agreement shall be deemed to require Parent to (A) agree to, or proffer to, divest or hold separate any assets or any portion of any
business of Parent or any of its Subsidiaries or, assuming the consummation of the Merger, the Company or any of the Company Subsidiaries,
(B) not compete in any geographic area or line of business, (C) restrict the manner in which, or whether, Parent, the Company, the Surviving
Corporation or any of their respective Affiliates may carry on business in any part of the world or (D) agree to any terms or conditions that
would impose any obligations on Parent or any of its Subsidiaries or, assuming the consummation of the Merger, the Company or any of the
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Company Subsidiaries, to maintain facilities, operations, places of business, employment levels, products or businesses, which, in the case of
any of clauses (A) through (D), would have, or would be reasonably likely to have a Parent Material Adverse Effect or a Company Material
Adverse Effect or (ii) would, or would be reasonably likely to, materially impair the benefits sought to be derived by Parent from the
transactions contemplated by this Agreement, including the Merger.
Section 5.11 Public Announcements. Parent and the Company shall coordinate and consult with each other before issuing, and give each
other the opportunity to review and comment upon, giving due consideration to all reasonable additions, deletions or changes suggested in
connection therewith, any press release or other public statements (including presentations or communications required to be filed under
Rule 425 under the Securities Act or Rule 14a-12 under the Exchange Act) with respect to the transactions contemplated by this Agreement,
including the Merger. Parent and the Company shall not issue any such press release or make any such public statement prior to such
consultation, except as may be required by applicable Law, court process or any listing agreement. The parties agree that the initial press
release to be issued with respect to the transactions contemplated by this Agreement shall be in the form heretofore agreed to by the parties.
Section 5.12 Stock Exchange Listing. Parent shall promptly prepare and submit to the Exchange, and any other applicable exchange, a
listing application covering the shares of Parent Common Stock to be issued in the Merger and shall use its best efforts to cause such shares to
be approved for listing on the Exchange, subject to official notice of issuance, prior to the Effective Time.
Section 5.13 Employee Benefit Matters.
Section 5.13.1
With respect to any employee benefit plan as defined in Section 3(3) of ERISA maintained by Parent or any
Parent Subsidiary (collectively, Parent Benefit Plans) in which any director, officer or employee of the Company or any Company
Subsidiary (the Company Employees) will participate effective as of the Effective Time, Parent shall, or shall cause the Surviving
Corporation to, recognize all service of the Company Employees with the Company or a Company Subsidiary, as the case may be, for
purposes of determining eligibility to participate, vesting and accrual or entitlement to benefits where length of service is relevant in any
Parent Benefit Plan in which such Company Employees may be eligible to participate after the Effective Time, other than benefit accruals
under a defined benefit pension plan. Prior to the Effective Time, the Company shall take all such steps as may be required to cause to be
exempt under Rule 16b-3 promulgated under the Exchange Act, any dispositions of Company Common Stock (including derivative securities
with respect to Company Common Stock) that are treated as dispositions under such rule and result from the Merger or other transactions
contemplated by this Agreement by each individual who is identified on the Company Disclosure Schedules.
Section 5.13.2
From and after the Effective Time, the Company or the Surviving Corporation, as applicable, will, and Parent will
cause the Company or the Surviving Corporation, as applicable, to, honor, in accordance with their terms, all individual employment,
severance and change of control agreements between the Company and any Company Employee
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including, without limitation, bonuses, incentives or deferred compensation in existence on the date hereof. Parent acknowledges that
consummation of the Merger shall constitute a Change of Control as defined in such agreements.
Section 5.13.3
From and after the Effective Time, the Company or the Surviving Corporation, as applicable, will, and Parent will
cause the Company, the Surviving Corporation or the Company Benefit Plans to, provide or pay when due to the Company Employees all
benefits and compensation pursuant to the Company Benefit Plans, programs and arrangements in effect on the date hereof earned or accrued
through, and to which such individuals are entitled as of, the Effective Time (or such later time as such Company Benefit Plans as in effect at
the Effective Time are terminated or canceled by the Surviving Corporation subject to compliance with this Section 5.13).
Section 5.13.4
For a period of two years after the Effective Time, the Company or the Surviving Corporation, as applicable, will,
and Parent will cause the Company or the Surviving Corporation, as applicable, to, either (i) maintain the compensation and benefits that are
currently available to the Company Employees under the Company Benefit Plans or (ii) provide to the Company Employees compensation
and benefits that are no less favorable in the aggregate to the compensation and benefits that are provided to similarly situated employees of
the Parent.
Section 5.13.5
As soon as practicable, but not later than five (5) Business Days after the Effective Time, Parent shall file a
registration statement on Form S-8 under the Securities Act covering the shares of Parent Common Stock issuable pursuant to Company
Options assumed by Parent at the Effective Time pursuant to Section 2.5.
Section 5.13.6
Nothing in this Agreement shall require the continued employment of any person, and, except as expressly set
forth in this Section 5.13, no provision of this Agreement shall prevent Parent or Surviving Corporation from amending or terminating any
Company Benefit Plan.
Section 5.14 Indemnification of Directors and Officers.
Section 5.14.1
For not less than six years from and after the Effective Time, Parent agrees to, and to cause the Surviving
Corporation to, indemnify and hold harmless all past and present directors, officers and employees of the Company (Covered Persons) to
the same extent such persons are indemnified as of the date of this Agreement by the Company pursuant to the Company Certificate, the
Company By-laws and indemnification agreements, if any, in existence on the date of this Agreement with any Covered Persons for acts or
omissions occurring at or prior to the Effective Time; provided, however, that Parent agrees to, and to cause the Surviving Corporation to,
indemnify and hold harmless such persons to the fullest extent permitted by Law for acts or omissions occurring in connection with the
approval of this Agreement and the consummation of the transactions contemplated hereby. Each Covered Person shall be entitled to
advancement of expenses incurred in the defense of any claim, action, suit, proceeding or investigation with respect to any matters subject to
indemnification hereunder, provided that, to the extent then required by the DGCL, any person to whom expenses are advanced undertakes to
repay such advanced expenses if it is ultimately determined that such
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person is not entitled to indemnification. Notwithstanding anything herein to the contrary, if any claim, action, suit, proceeding or
investigation (whether arising before, at or after the Effective Time) is made against any Covered Person with respect to matters subject to
indemnification hereunder on or prior to the sixth anniversary of the Effective Time, the provisions of this Section 5.14 shall continue in effect
until the final disposition of such claim, action, suit, proceeding or investigation.
Section 5.14.2
The Certificate of Incorporation and By-laws of the Surviving Corporation shall contain provisions no less
favorable with respect to indemnification, advancement of expenses and exculpation of Covered Persons than are currently set forth in the
Company Certificate and the Company By-laws. Any indemnification agreements with Covered Persons in existence on the date of this
Agreement shall be assumed by the Surviving Corporation in the Merger, without any further action, and shall survive the Merger and
continue in full force and effect in accordance with their terms.
Section 5.14.3
For six years from the Effective Time, the Surviving Corporation shall provide to the Companys current directors
and officers an insurance and indemnification policy that provides coverage for events occurring on or before the Effective Time (D&O
Insurance) that is no less favorable than the Companys existing policy or, if substantially equivalent insurance coverage is unavailable, the
best available coverage; provided, however, that the Surviving Corporation shall not be required to pay an annual premium for the D&O
Insurance in excess of 300% of the last annual premium paid prior to the date of this Agreement, but in such case shall purchase as much
coverage as reasonably practicable for such maximum amount. The provisions of the immediately preceding sentence shall be deemed to have
been satisfied if prepaid policies have been obtained prior to the Effective Time for purposes of this Section 5.14.3, which policies provide
such directors and officers with coverage for an aggregate period of at least six years with respect to claims arising from facts or events that
occurred on or before the Effective Time, including, without limitation, in connection with the approval of this Agreement and the transactions
contemplated hereby. If such prepaid policies have been obtained prior to the Effective Time, Parent shall, and shall cause the Surviving
Corporation to, maintain such policies in full force and effect, and continue to honor the obligations thereunder. The obligations under this
Section 5.14.3 shall not be terminated or modified in such a manner as to affect adversely any indemnitee to whom this Section 5.14.3 applies
without the consent of such affected indemnitee (it being expressly agreed that the indemnitees to whom this Section 5.14.3 applies and their
respective heirs, successors and assigns shall be express third-party beneficiaries of this Section 5.14.3).
Section 5.14.4
In the event Parent or the Surviving Corporation (A) consolidates with or merges into any other person and shall
not be the continuing or surviving corporation or entity of such consolidation or merger or (B) transfers all or substantially all of its properties
and assets to any person, then, and in each such case, proper provision shall be made so that such continuing or surviving corporation or entity
or transferee of such assets, as the case may be, shall assume the obligations set forth in this Section 5.14.
Section 5.15 Plan of Reorganization. This Agreement is intended to constitute a plan of reorganization within the meaning of Treasury
Regulation Section 1.368-2(g). Each party hereto shall use its reasonable best efforts to cause the Merger to qualify, and will not
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knowingly take any actions or cause any actions to be taken which could reasonably be expected to prevent the Merger from qualifying, as a
reorganization within the meaning of Section 368(a) of the Code.
Section 5.16
Affiliate Letters. The Company shall, within ten (10) Business Days of the date hereof, deliver to Parent a list (reasonably
satisfactory to counsel for Parent) setting forth the names of all persons who are expected to be, at the time of the Company Stockholders
Meeting, affiliates of the Company for purposes of Rule 145 under the Securities Act. The Company shall furnish such information and
documents as Parent may reasonably request for the purpose of reviewing the list. The Company shall use its commercially reasonable efforts
to cause each person who is identified as an affiliate in the list furnished or supplemented pursuant to this Section 5.16 to execute a written
agreement, as soon as practicable after the date hereof, in substantially the form of Exhibit 5.16-A hereto.
Section 5.17
Standstill Agreements. During the period from the date of this Agreement through the Effective Time, the Company will
not release or permit the release of any person from, or waive or permit the waiver of, and the Company will use its reasonable efforts to
enforce or cause to be enforced, any standstill or similar agreement to which any of the Company or any Company Subsidiary is a party,
except that the Company shall be permitted to release or permit the release of such person from any standstill obligation if the Company Board
takes such action in the course of exercising its rights under Section 5.7.
Section 5.18

Letters of the Accountants.

Section 5.18.1
The Company shall use its reasonable efforts to cause to be delivered to Parent a letter from the Companys
independent accountants dated a date on or prior to (but no more than two (2) business days prior to) the date on which the Registration
Statement shall become effective addressed to Parent and the Company, in form and substance reasonably satisfactory to Parent and
customary in scope and substance for comfort letters delivered by independent public accountants in connection with registration statements
similar to the Registration Statement; provided that the failure of such a letter to be delivered by the Companys independent accountants shall
not result in a failure of a condition to Closing (including Section 6.2.2 hereof).
Section 5.18.2
Parent shall use its reasonable efforts to cause to be delivered to the Company a letter from Parents independent
accountants dated a date on or prior to (but no more than two (2) business days prior to) the date on which the Registration Statement shall
become effective addressed to the Company and Parent, in form and substance reasonably satisfactory to the Company and customary in
scope and substance for comfort letters delivered by independent public accountants in connection with registration statements similar to the
Registration Statement; provided that the failure of such a letter to be delivered by Parents independent accountants shall not result in a
failure of a condition to Closing (including Section 6.3.2 hereof).
Section 5.19
Consents. During the period from the date of this Agreement through the Effective Time, the Company will not release or
permit the release of any person from, or waive or permit the waiver of, and the Company will use its reasonable best efforts to
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enforce or cause to be enforced, the Consents obtained on or before the date hereof from the persons identified on Schedule 5.19 of the
Company Disclosure Schedule.
Article 6.
Closing Conditions
Section 6.1
Conditions to Obligations of Each Party Under This Agreement. The respective obligations of each party to effect the
Merger shall be subject to the satisfaction at or prior to the Effective Time of the following conditions, any or all of which may be waived, in
whole or in part, to the extent permitted by applicable Law:
Section 6.1.1
Effectiveness of the Registration Statement. The Registration Statement shall have been declared effective by the
SEC under the Securities Act. No stop order suspending the effectiveness of the Registration Statement shall have been issued by the SEC and
no proceedings for that purpose shall have been initiated or threatened in writing by the SEC.
Section 6.1.2
Stockholder Approval. This Agreement shall have been adopted by the Required Company Stockholders, and, if
required, the Required Parent Stockholders.
Section 6.1.3
No Order. No federal or state court of competent jurisdiction or other Governmental Entity shall have enacted,
issued, promulgated, enforced or entered any order, decree, judgment, injunction or other ruling (whether temporary, preliminary or
permanent), in any case which is in effect and which prevents or prohibits consummation of the Merger; provided, however, that the condition
in this Section 6.1.3 shall not be available to any party whose failure to fulfill its obligations pursuant to Sections 5.3 or 5.8 shall have been the
cause of, or shall have resulted in, such order, decree, judgment, injunction or other ruling.
Section 6.1.4
HSR Act. Any applicable waiting period, together with any extensions thereof, under the HSR Act shall have
expired or been terminated.
Section 6.1.5
Other Regulatory Approvals. Any consents, approvals or authorizations of the applicable Governmental Entity
pursuant to the Laws set forth on Schedule 6.1.5 (the Other Regulatory Approvals) shall have been obtained.
Section 6.1.6
Listing. The shares of Parent Common Stock issuable to the Companys stockholders in the Merger shall have been
approved for listing on the Exchange, subject to official notice of issuance.
Section 6.2
Additional Conditions to Obligations of Parent and Merger Sub. The obligations of Parent and Merger Sub to effect the
Merger are also subject to the following conditions:
Section 6.2.1
Representations and Warranties. Each of the representations and warranties of the Company contained in this
Agreement shall be true and correct as of the date hereof and as of the Effective Time as though made on and as of the Effective Time (except
that those representations and warranties which address matters only as
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of a particular date need only be true and correct as of such date); provided, however, that the condition in this Section 6.2.1 shall be deemed
to be satisfied so long as any failure of such representations and warranties to be true and correct has not, individually or in the aggregate, had
a Company Material Adverse Effect (without regard to materiality or Company Material Adverse Effect qualifiers contained within such
representations and warranties). Parent shall have received a certificate of the Chief Executive Officer or Chief Financial Officer of the
Company to that effect. The representations and warranties of the Company set forth in Sections 3.3.1 and 3.3.2 shall be true and correct in all
respects as of the date of this Agreement and as of the Effective Time as though made on and as of the Effective Time.
Section 6.2.2
Agreements and Covenants.
The Company shall have performed or complied in all material respects with all
agreements and covenants required by this Agreement to be performed or complied with by it on or prior to the Effective Time; provided,
however, that in the event of any failure to perform or comply with Sections 5.1 (the first sentence only) or 5.8.2, the condition in this
Section 6.2.2 shall be deemed to be satisfied so long as the failure to perform or comply with such sections has not, individually or in the
aggregate, had a Company Material Adverse Effect. Parent shall have received a certificate of the Chief Executive Officer or Chief Financial
Officer of the Company to that effect.
Section 6.2.3
Tax Opinion.
Parent shall have received the opinion of Bass, Berry & Sims PLC, dated the date of the Effective
Time, to the effect that the Merger should qualify for United States federal income tax purposes as a reorganization within the meaning of
Section 368(a) of the Code.
Section 6.2.4
No Litigation.
There shall not be pending or threatened in writing (and not withdrawn) any suit, action or
proceeding by any Governmental Entity against Parent, Merger Sub or the Company (i) challenging the acquisition by Parent or Merger Sub
of any material portion of the shares of Company Common Stock or seeking to restrain or prohibit the Merger, (ii) seeking to (A) prohibit or
limit the ownership or operation by the Company or any of the Company Subsidiaries or, after the Effective Time, by Parent or any of its
Subsidiaries of any portion of any business or of any assets of the Company and the Company Subsidiaries or, after the Effective Time as a
result of the Merger, of Parent or any of its Subsidiaries, or (B) compel the Company or any of the Company Subsidiaries or Parent or any of
its Subsidiaries as a result of the Merger to divest or hold separate any portion of any business or of any assets of the Company and the
Company Subsidiaries or Parent and its Subsidiaries, or (iii) seeking to obtain from the Company, Parent or Merger Sub any damages, which
in the case of clauses (ii) and (iii) above, has had, or would be reasonably likely to have, individually or in the aggregate, a Parent Material
Adverse Effect or a Company Material Adverse Effect; provided, that the foregoing condition shall be deemed to have been satisfied with
respect to threatened litigation if no suit or action in respect of such threatened litigation shall have been filed or commenced within ten
business days from such written threat.
Section 6.3
Additional Conditions to Obligations of the Company.
to the following conditions:
Section 6.3.1
Representations and Warranties.
Agreement shall be true and correct as

The obligations of the Company to effect the Merger are subject

Each of the representations and warranties of Parent contained in this
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of the date hereof and as of the Effective Time as though made on and as of the Effective Time (except that those representations and
warranties which address matters only as of a particular date need only be true and correct as of such date) provided, however, that the
condition in this Section 6.3.1 shall be deemed to be satisfied so long as any failure of such representations and warranties to be true and
correct has not, individually or in the aggregate, had a Parent Material Adverse Effect (without regard to a materiality or Parent Material
Adverse Effect qualifiers contained within such representations and warranties). The representations and warranties of Parent set forth in
Section 4.3 shall be true and correct in all material respects as of the date of this Agreement and as of the Effective Time as though made on
and as of the Effective Time. The Company shall have received a certificate of the Chief Executive Officer or Chief Financial Officer of
Parent to that effect.
Section 6.3.2
Agreements and Covenants. Parent shall have performed or complied in all material respects with all agreements
and covenants required by this Agreement to be performed or complied with by it on or prior to the Effective Time. The Company shall have
received a certificate of the Chief Executive Officer or Chief Financial Officer of Parent to that effect.
Section 6.3.3
Tax Opinion. The Company shall have received the opinion of Latham & Watkins LLP, dated the date of the
Effective Time, to the effect that the Merger should qualify for United States federal income tax purposes as a reorganization within the
meaning of Section 368(a) of the Code.
Article 7.
Termination, Amendment and Waiver
Section 7.1
Termination. This Agreement may be terminated, and the Merger contemplated hereby may be abandoned, at any time prior
to the Effective Time, by action taken or authorized by the Board of Directors of the terminating party or parties, whether before or after
approval of the matters presented in connection with the Merger by the stockholders of the Company:
Section 7.1.1

By mutual written consent of Parent and the Company, by action of their respective Boards of Directors;

Section 7.1.2
By either the Company or Parent if the Merger shall not have been consummated prior to April 30, 2005; provided
that such date shall be extended to July 31, 2005 in the event all conditions to effect the Merger other than those set forth in Sections 6.1.3 (No
Order), 6.1.4 (HSR Act) and 6.1.5 (Other Regulatory Approvals) (the Extension Conditions) have been or are capable of being satisfied at
the time of such extension; provided, further, that such date shall be extended for an additional ten (10) Business Days following the date of
the Company Stockholders Meeting if the Company Stockholders Meeting is adjourned or postponed as permitted in the second sentence of
Section 5.5.1 of this Agreement (such date, as it may be so extended, shall be referred to herein as the Outside Date); provided further that
the right to terminate this Agreement under this Section 7.1.2 shall not be available to any party whose failure to fulfill any obligation under
this Agreement has
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been the primary cause of, or primarily resulted in, the failure of the Merger to occur on or before such date;
Section 7.1.3
By either the Company or Parent if any court of competent jurisdiction or other Governmental Entity shall have
issued an order, decree or ruling or taken any other action permanently restraining, enjoining or otherwise prohibiting or precluding the
Merger, and such order, decree, ruling or other action shall have become final and nonappealable; provided, however, that the right to
terminate this Agreement pursuant to this Section 7.1.3 shall not be available to any party whose failure to fulfill any obligation under this
Agreement has been the primary cause of, or primarily resulted in, any such order, decree, ruling or other action, including, without limitation,
such partys obligation to use its reasonable best efforts to resist, resolve or lift, as applicable, any such order, decree, ruling or other action;
Section 7.1.4
By either Parent or the Company if (A) the adoption of this Agreement by the Required Company Stockholders
shall not have been obtained at the Company Stockholders Meeting (or at any adjournment or postponement thereof) by reason of the failure
to obtain the required vote or (B) if the Parent Approval Requirement applies and the approval of the issuance of Parent Common Stock
pursuant to this Agreement by the Required Company Stockholders shall not have been obtained at the Parent Stockholders Meeting (or at
any adjournment or postponement thereof) by reason of the failure to obtain the required vote;
Section 7.1.5
By Parent (A) on or prior to the earlier of (i) two (2) Business Days prior to the Company Stockholders Meeting or
(ii) within thirty days of the date on which the Company Recommendation is withdrawn or modified, if, in either of the cases of clauses (i) or
(ii), the Company Board shall have withdrawn or adversely modified the Company Recommendation as permitted by Section 5.7.1(iii), or
(B) within thirty days of the date on which the Company Board shall have made a Company Adverse Recommendation Change as permitted
by Section 5.7.1(ii);
Section 7.1.6
Proposal;

By the Company, subject to the provisions of Section 5.7, if the Company Board determines to accept a Superior

Section 7.1.7
By Parent, if (A) any representation or warranty of the Company set forth in this Agreement shall have become
untrue or the Company has breached any covenant or agreement of the Company set forth in this Agreement, (B) such breach or
misrepresentation is not capable of being cured prior to the Outside Date, and (C) such breach or misrepresentation would cause the conditions
set forth in Section 6.2.1 or Section 6.2.2 not to be satisfied;
Section 7.1.8
By the Company, if (A) any representation or warranty of Parent or Merger Sub set forth in this Agreement shall
have become untrue or Parent or Merger Sub has breached any covenant or agreement of Parent or Merger Sub set forth in this Agreement,
(B) such breach or misrepresentation is not capable of being cured prior to the Outside Date, and (C) such breach or misrepresentation would
cause the conditions set forth in Section 6.3.1 or Section 6.3.2 not to be satisfied; and
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Section 7.1.9

By Company, if both of the following conditions are satisfied:

(i)
the Average Closing Price on the date that is two Business Days prior to the Effective Time (the Determination Date)
of shares of Parent Common Stock shall be less than $39.2524; and
(ii)
(A) the number obtained by dividing the Average Closing Price on the Determination Date by $52.3365 (such number
being referred to herein as the Parent Common Stock Ratio) shall be less than (B) the number obtained by dividing the
Average Index Price on the Determination Date by $974.08, and subtracting 0.15 from the quotient in this clause (B).
If Parent declares or effects a stock dividend, reclassification, recapitalization, split-up, combination, exchange of shares or similar
transaction between the date hereof and the Determination Date, the prices for the common stock of Parent shall be appropriately adjusted for
the purposes of applying Section 7.1.9.
Section 7.2

Effect of Termination.

Section 7.2.1
Limitation on Liability. In the event of termination of this Agreement by either the Company or Parent as provided
in Section 7.1, this Agreement shall forthwith become void and there shall be no liability or obligation on the part of Parent or the Company or
their respective Subsidiaries, officers or directors except (A) with respect to Section 5.6, Section 5.11, this Section 7.2 and Article 8 and
(B) with respect to any liabilities or damages incurred or suffered by a party as a result of the willful and material breach by the other party of
any of its representations, warranties, covenants or other agreements set forth in this Agreement.
Section 7.2.2

Termination Fee. In the event that:

(i)
this Agreement is terminated by either Parent or the Company pursuant to Section 7.1.4(A) or by Parent pursuant to
Section 7.1.7 due to a willful and intentional breach triggering termination and (A) after the date of this Agreement an
Acquisition Proposal has been publicly announced and not withdrawn as of such termination hereof and (B) within twelve
(12) months after such termination the Company shall have reached a definitive agreement to consummate, or shall have
consummated, such Acquisition Proposal;
(ii)

this Agreement is terminated by Parent pursuant to Section 7.1.5(B); or

(iii)

this Agreement is terminated by the Company pursuant to Section 7.1.6,

then the Company shall (A) in the case of a Termination Fee payable pursuant to clause (i) of this Section 7.2.2, upon the consummation of
such Acquisition Proposal, (B) in the case of a Termination Fee payable pursuant to clause (ii) of this Section 7.2.2, on the date that is
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two (2) Business Days after such termination, or (C) in the case of a Termination Fee payable pursuant to clause (iii) of this Section 7.2.2, on
the date of such termination, pay Parent a fee equal to $59,707,000 (the Termination Fee) by wire transfer of same-day funds. In the event
that this Agreement is terminated by Parent pursuant to Section 7.1.5(A), then the Company shall, on the date that is two (2) Business Days
after such termination, pay Parent a fee equal to $29,850,000 by wire transfer of same-day funds. In the case of a fee payable pursuant to
clause this Section 7.2.2, the parties hereby agree that the such fee shall be the appropriate measure of liquidated damages, and shall be the
total damages and the sole and exclusive remedy of Parent and Merger Sub, relating to the termination giving rise to the payment of such fee.
Section 7.2.3
The Company acknowledges and agrees that the agreements contained in Section 7.2.2 are an integral part of the
transactions contemplated by this Agreement, and that, without these agreements, Parent would not enter into this Agreement. If the Company
fails promptly to pay the amount due pursuant to Section 7.2.2, and, in order to obtain such payment, Parent commences a suit that results in a
judgment against the Company for the Termination Fee, the Company shall pay to Parent its reasonable costs and expenses (including
reasonable attorneys fees and expenses) incurred in connection with such suit.
Section 7.2.4
All Payments. All payments under Section 7.2 shall be made by wire transfer of immediately available funds to an
account designated by the party entitled to receive payment.
Section 7.3
Amendment. This Agreement may be amended by the parties hereto by action taken by or on behalf of their respective
Boards of Directors at any time prior to the Effective Time; provided, however, that, after approval of the Merger by the stockholders of the
Company or Parent, no amendment may be made that, by Law or in accordance with the rules of any relevant stock exchange, requires further
approval by such stockholders. This Agreement may not be amended except by an instrument in writing signed by the parties hereto.
Section 7.4
Waiver. At any time prior to the Effective Time, Parent and Merger Sub, on the one hand, and the Company, on the other
hand, may (A) extend the time for the performance of any of the obligations or other acts of the other, (B) waive any inaccuracies in the
representations and warranties of the other contained herein or in any document delivered pursuant hereto and (C) waive compliance by the
other with any of the agreements or conditions contained herein; provided, however, that after any approval of the Merger by the stockholders
of the Company, there may not be any extension or waiver of this Agreement or any portion thereof which, by Law or in accordance with the
rules of any relevant stock exchange, requires further approval by such stockholders. Any such extension or waiver shall be valid only if set
forth in an instrument in writing signed by the party or parties to be bound thereby, but such extension or waiver or failure to insist on strict
compliance with an obligation, covenant, agreement or condition shall not operate as a waiver of, or estoppel with respect to, any subsequent
or other failure.
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Article 8.
General Provisions
Section 8.1
Non-Survival of Representations and Warranties. None of the representations and warranties in this Agreement or in any
instrument delivered pursuant to this Agreement shall survive the Effective Time. This Section 8.1 shall not limit any covenant or agreement
of the parties which by its terms contemplates performance after the Effective Time.
Section 8.2
Fees and Expenses. Subject to Section 7.2 of this Agreement, all expenses incurred by the parties hereto shall be borne
solely and entirely by the party which has incurred the same; provided, however, that each of Parent and the Company shall pay one-half of
the expenses related to printing, filing and mailing the Registration Statement and the Proxy Statement and all SEC and other regulatory filing
fees incurred in connection with the Proxy Statement and Registration Statement.
Section 8.3
Notices. Any notices or other communications required or permitted under, or otherwise in connection with this Agreement,
shall be in writing and shall be deemed to have been duly given when delivered in person or upon electronic confirmation of receipt when
transmitted by facsimile transmission (but only if followed by transmittal by national overnight courier or hand for delivery on the next
Business Day) or on receipt after dispatch by registered or certified mail, postage prepaid, addressed, or on the next Business Day if
transmitted by national overnight courier, in each case as follows:
If to Parent or Merger Sub, addressed to it at:
Coventry Health Care, Inc.
6705 Rockledge Drive, Suite 900
Bethesda, Maryland 20817
Tel: 301.581.5709
Fax: 301.493.0855
Attention: Dale B. Wolf
with a mandated copy to:
Bass, Berry, & Sims PLC
315 Deaderick Street, Suite 2700
Nashville, Tennessee 37238
Tel: 615.742.6262
Fax: 615.742.2762
Attention: Bob F. Thompson
If to the Company, addressed to it at:
First Health Group Corp.
3200 Highland Avenue
Downers Grove, Illinois 60515
Fax: 630.719.0093
Attention: Edward L. Wristen, CEO
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with mandated copies to:
First Health Group Corp.
3200 Highland Avenue
Downers Grove, Illinois 60515
Tel: 630.737.7545
Fax: 630.737.7518
Attention: General Counsel
and
Latham & Watkins LLP
233 South Wacker Drive, Suite 5800
Chicago, Illinois 60606
Tel: 312.876.7700
Fax: 312.993.9767
Attention: Mark D. Gerstein
Section 8.4

Certain Definitions. For purposes of this Agreement, the term:

affiliate means a person that directly or indirectly, through one or more intermediaries, controls, is controlled by, or is under common
control with, the first-mentioned person;
Acquisition Proposal means any bona fide offer or proposal concerning any (A) merger, consolidation, business combination, or similar
transaction involving the Company, (B) sale, lease or other disposition directly or indirectly by merger, consolidation, business combination,
share exchange, joint venture, or otherwise of assets of the Company or any Company Subsidiary representing 20% or more of the
consolidated assets of the Company and the Company Subsidiaries, taken as a whole, (C) issuance, sale, or other disposition of (including by
way of merger, consolidation, business combination, share exchange, joint venture, or any similar transaction) Equity Interests representing
20% or more of the voting power of the Company, (D) transaction in which any person or group shall acquire beneficial ownership, or the
right to acquire beneficial ownership of 20% or more of the outstanding voting capital stock of the Company or (E) any combination of the
foregoing (other than the Merger).
Average Index Price shall mean the average of the closing sales prices of the HMO Index on the American Stock Exchange, as reported
in the Wall Street Journal for the twenty (20) consecutive Business Days ending on the Determination Date.
beneficial ownership (and related terms such as beneficially owned or beneficial owner) has the meaning set forth in Rule 13d-3
under the Exchange Act.
Blue Sky Laws means state securities or blue sky laws.
Business Day shall mean any day other than a day on which the SEC shall be closed.
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Company Material Adverse Effect means any change, event or effect that is materially adverse to the assets, liabilities, business,
financial condition, or results of operations of the Company and the Company Subsidiaries, taken as a whole; provided, however, that none of
the following shall be deemed in themselves, either alone or in combination, to constitute, and that none of the following shall be taken into
account in determining whether there has been or will be, a Company Material Adverse Effect: (A) any adverse change, effect, event,
occurrence, state of facts or development to the extent attributable to the announcement or pendency of the Merger or the transactions
contemplated hereby; (B) any adverse change, effect, event, occurrence, state of facts or development after the date hereof, attributable to
conditions affecting national or state managed care or health benefits services industries (including, without limitation, the group health,
workers compensation, federal employee health benefits or state agency markets within such industries) (the Industries), or the U.S.
economy or financial markets; (C) any adverse change, effect, event, occurrence, state of facts or development arising from or relating to
compliance with the terms of this Agreement, or action taken, or failure to act, to which Parent has consented, (D) changes in Laws after the
date hereof, or (E) changes in GAAP or regulatory accounting principles after the date hereof; provided that with respect to clauses (B) and
(D), such change, effect, event, circumstance, occurrence or state of facts is not materially more adverse to the Company and the Company
Subsidiaries than to other companies operating in the relevant Industry.
contracts means any written agreements, contracts, leases, powers of attorney, notes, loans, evidence of indebtedness, purchase orders,
letters of credit, settlement agreements, franchise agreements, covenants not to compete, employment agreements, licenses, or other binding
executory commitments to which any person is a party or to which any of the assets of a person are subject.
control (including the terms controlled by and under common control with) means the possession, directly or indirectly or as trustee
or executor, of the power to direct or cause the direction of the management or policies of a person, whether through the ownership of stock or
as trustee or executor, by contract or credit arrangement or otherwise.
Environmental Laws means any federal, state, local or foreign statute, law, ordinance, regulation, rule, code, treaty, writ or order and
any enforceable judicial or administrative interpretation thereof, including any judicial or administrative order, consent decree, judgment,
stipulation, injunction, permit, authorization, policy, opinion, or agency requirement, in each case having the force and effect of law, relating
to the pollution, protection, investigation or restoration of the environment, health and safety as affected by the environment or natural
resources, including, without limitation, those relating to the use, handling, presence, transportation, treatment, storage, disposal, release,
threatened release or discharge of Hazardous Materials or noise, odor, wetlands, pollution or contamination.
Environmental Permits means any permit, approval, identification number, license and other authorization required under any
applicable Environmental Law.
Equity Interest means any share, capital stock, partnership, membership or similar interest in any entity, and any option, warrant, right
or security (including debt securities) convertible, exchangeable or exercisable therefor.
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Exchange means the New York Stock Exchange.
Exchange Act shall mean Securities Exchange Act of 1934, as amended, and the rules and regulations promulgated thereunder.
GAAP means generally accepted accounting principles as applied in the United States.
Governmental Entity means any domestic or foreign governmental, administrative, judicial or regulatory authority.
group is defined as in the Exchange Act, except where the context otherwise requires.
Hazardous Materials means (A) any petroleum, petroleum products, byproducts or breakdown products, radioactive materials, asbestoscontaining materials, polychlorinated biphenyls or mold or (B) any chemical, material or other substance defined or regulated as toxic or
hazardous or as a pollutant or contaminant or waste under any applicable Environmental Law.
HMO Index means the Morgan Stanley Health Care Payor Index (HMO) as reported and adjusted on the American Stock Exchange.
HSR Act means the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, and the rules and regulations thereunder.
IRS means the United States Internal Revenue Service.
knowledge will be deemed to be present when the matter in question was actually known to any officer of Parent or the Company, as the
case may be.
Law means foreign or domestic law, statute, code, ordinance, rule, regulation, order, judgment, writ, stipulation, award, injunction or
decree.
NASDAQ means the Nasdaq National Market.
Other Filings means all filings made by, or required to be made by, the Company, Parent or Merger Sub with the SEC other than the
Proxy Statement and the Registration Statement.
Parent Material Adverse Effect means any change, event or effect that is, or would reasonably be expected to be, materially adverse to
the assets, liabilities, business, financial condition, or results of operations of Parent and the Parent Subsidiaries, taken as a whole; provided,
however, that none of the following shall be deemed in themselves, either alone or in combination, to constitute, and that none of the
following shall be taken into account in determining whether there has been or will be, a Parent Material Adverse Effect: (A) any adverse
change, effect, event, occurrence, state of facts or development to the extent attributable to the announcement or pendency of the Merger or
the transactions contemplated hereby; (B) any
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adverse change, effect, event, occurrence, state of facts or development after the date hereof, attributable to conditions affecting any of the
industries as a whole in which Parent participates, or the U.S. economy or financial markets; (C) any adverse change, effect, event,
occurrence, state of facts or development arising from or relating to compliance with the terms of this Agreement, or action taken, or failure to
act, to which the Company has consented, (D) changes in Laws after the date hereof, or (E) changes in GAAP or regulatory accounting
principles after the date hereof, provided that with respect to clauses (B) and (D), such change, effect, event, circumstance, occurrence or state
of facts (i) does not specifically relate to (or have the effect of specifically relating to) to Parent and its Subsidiaries and (ii) is not materially
more adverse to Parent and its Subsidiaries than to other companies operating in the relevant industry in which Parent and its Subsidiaries
operate.

Permitted Liens means (i) Liens imposed by law, such as carriers, warehousemans, mechanics, materialmens, landlords, laborers,
suppliers, construction and vendors liens, incurred in good faith in the ordinary course of business and securing obligations which are not
yet due or which are being contested in good faith by appropriate proceedings as to which the Company has, to the extent required by GAAP,
set aside on its books adequate reserves; (ii) Liens for Taxes either not yet due and payable or which are being contested in good faith by
appropriate legal or administrative proceedings and as to which the Company has, to the extent required by GAAP, set aside on its books
adequate reserves; (iii) with respect to leasehold interests, Liens incurred, created, assumed or permitted to exist and arising by, through or
under a landlord or owner of the leased property, with or without consent of the lessee, none of which materially impairs the use of any parcel
of property material to the operation of the business of the Company or the value of such property for the purpose of such business; and
(iv) any minor imperfection of title which does not have a material impact on the continued use and operation of the property to which such
Lien applies.
person means an individual, corporation, limited liability company, partnership, association, trust, unincorporated organization, other
entity or group.
SEC means the U.S. Securities and Exchange Commission.
Securities Act means the Securities Act of 1933, as amended, and the rules and regulations promulgated thereunder.
Significant Subsidiary means any Company Subsidiary that would constitute a significant subsidiary of such party within the
meaning of Rule 1-02 of Regulation S-X promulgated by the SEC.
subsidiary or subsidiaries of Parent, the Company, the Surviving Corporation or any other person means any corporation, partnership,
joint venture or other legal entity of which Parent, the Company, the Surviving Corporation or such other person, as the case may be (either
alone or through or together with any other subsidiary), owns, directly or indirectly, a majority of the stock or other equity interests the holders
of which are generally entitled to vote for the election of the board of directors or other governing body of such corporation or other legal
entity.
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Superior Proposal means an Acquisition Proposal made by a third party that, if consummated would result in such person (or its
stockholders) owning, directly or indirectly, greater than 50% of the shares of Company Common Stock then outstanding (or of the surviving
entity in a merger or the direct or indirect parent of the surviving entity in a merger) or all or substantially all of the consolidated assets of the
Company and the Company Subsidiaries, and which in the good faith judgment of the Company Board (after receipt of the advice of its
financial advisors and outside legal counsel), would if consummated result in a transaction that is more favorable to the Companys
stockholders than the transactions contemplated by this Agreement and which is reasonably likely to be completed, taking into account any
financing and approval requirements and all other financial, legal, regulatory and other aspects of such proposal.
Taxes means any and all taxes, fees, levies, duties, tariffs, imposts and other charges of any kind (together with any and all interest,
penalties, additions to tax and additional amounts imposed with respect thereto) imposed by any Governmental Entity or domestic or foreign
taxing authority, including, without limitation, income, franchise, windfall or other profits, gross receipts, property, sales, use, net worth,
capital stock, payroll, employment, social security, workers compensation, unemployment compensation, excise, withholding, ad valorem,
stamp, transfer, value-added, gains tax and license, registration and documentation fees.
Tax Returns means any report, return (including information return), claim for refund, election, estimated tax filing or declaration
required to be supplied to any Governmental Entity or domestic or foreign taxing authority with respect to Taxes, including any schedule or
attachment thereto, and including any amendments thereof.
Section 8.5

Terms Defined Elsewhere. The following terms are defined elsewhere in this Agreement, as indicated below:

Adverse Recommendation Notice
Agreement
Average Closing Price
Cash Consideration
Certificate of Merger
Certificates
COBRA
Code
Company
Company Adverse Recommendation Change

Section 5.7.2
Preamble
Section 2.2.5
Section 2.1.1
Section 1.2
Section 2.2.2
Section 3.10.7
Recitals
Preamble
Section 5.7.1(ii)
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Company Benefit Plan
Company Board
Company By-laws
Company Certificate
Company Common Stock
Company Controlled Real Property
Company Contracts
Company Disclosure Schedule
Company Employees
Company Financial Advisor
Company Intellectual Property
Company Options
Company Permits
Company Preferred Stock
Company Recommendation
Company Representatives
Company SEC Filings
Company Stock Option Plans
Company Stockholders Meeting
Company Subsidiary
Confidentiality Agreement
Consents
Copyrights
Covered Person

Section 3.10.1
Section 3.4.2
Section 3.2
Section 3.2
Section 2.1.1
Section 3.14.7
Section 3.12.1
Article 3
Section 5.13.1
Section 3.19
Section 3.15.1
Section 2.5.1
Section 3.6.1
Section 3.3.1
Section 5.4.1
Section 5.6.1
Section 3.7.1
Section 2.5.1
Section 5.5.1
Section 3.1
Section 5.6.2
Section 2.5.2
Section 3.15.1
Section 5.14.1
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Customer
Determination Date
D&O Insurance
DGCL
Dissenting Shares
Effective Time
Environmental Liabilities
ERISA
Exchange Agent
Exchange Fund
Exchange Ratio
Extension Conditions
Intellectual Property
IP Licenses
Issuances
Leased Real Property
Liens
Mailing Date
Material Vendors
Merger
Merger Consideration
Merger Sub
Merger Sub By-laws
Merger Sub Certificate
Multiemployer Plan

Section 3.12.3
Section 7.1.9(i)
Section 5.14.3
Recitals
Section 2.3
Section 1.2
Section 3.14.6
Section 3.10.1
Section 2.2.1
Section 2.2.2
Section 2.1.1
Section 7.1.2
Section 3.15.1
Section 3.15.1
Section 2.1.1
Section 3.17
Section 3.1
Section 2.1.1
Section 3.6.2
Recitals
Section 2.1.1
Preamble
Section 1.4
Section 1.4
Section 3.10.4
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Option Exchange Ratio
Other Regulatory Approvals
Outside Date
Parent
Parent Approval Requirement
Parent Benefit Plans
Parent Board
Parent By-laws
Parent Certificate
Parent Common Stock
Parent Common Stock Ratio
Parent Disclosure Schedule
Parent Financial Advisors
Parent Options
Parent Permit
Parent Preferred Stock
Parent Representatives
Parent SEC Filings
Parent Stockholders Meeting
Parent Subsidiary
Patents
Proprietary Software
Proxy Statement
Registration Statement
Required Company Stockholders

Section 2.5.1
Section 6.1.5
Section 7.1.2
Preamble
Section 2.1.1
Section 5.13.1
Section 4.13
Section 4.2
Section 4.2
Section 2.1.1
Section 7.1.9(ii)
Article 4
Section 4.13
Section 4.3
Section 4.6
Section 4.3
Section 5.6.1
Section 4.7.1
Section 5.5.3
Section 4.5.1
Section 3.15.1
Section 3.15.9
Section 5.4.1
Section 5.4.1
Section 3.20
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Required Parent Stockholders
Sarbanes-Oxley Act
Software
Stock Consideration
Surviving Corporation
Termination Fee
Trademarks
Trade Secrets

Section 4.12
Section 3.7.1
Section 3.15.1
Section 2.1.1
Section 1.1
Section 7.2.2
Section 3.15.1
Section 3.15.1

Section 8.6
Headings.
The headings contained in this Agreement are for reference purposes only and shall not affect in any way the
meaning or interpretation of this Agreement.
Section 8.7
Severability.
If any term or other provision of this Agreement is invalid, illegal or incapable of being enforced by any
rule of Law or public policy, all other conditions and provisions of this Agreement shall nevertheless remain in full force and effect so long as
the economic or legal substance of the transactions contemplated hereby is not affected in any manner materially adverse to any party. Upon
such determination that any term or other provision is invalid, illegal or incapable of being enforced, the parties hereto shall negotiate in good
faith to modify this Agreement so as to effect the original intent of the parties as closely as possible in an acceptable manner to the end that the
transactions contemplated hereby are fulfilled to the extent possible.
Section 8.8
Entire Agreement.
This Agreement (together with the Exhibits, Parent and Company Disclosure Schedules and the other
documents delivered pursuant hereto), and the Confidentiality Agreement constitute the entire agreement of the parties and supersede all prior
agreements and undertakings, both written and oral, between the parties, or any of them, with respect to the subject matter hereof and, except
as otherwise expressly provided herein, are not intended to confer upon any other person any rights or remedies hereunder.
Section 8.9
Assignment.
shall be null and void.

This Agreement shall not be assigned by operation of law or otherwise and any purported assignment hereof

Section 8.10
Parties in Interest.
This Agreement shall be binding upon and inure solely to the benefit of each party hereto and their
respective successors and assigns, and nothing in this Agreement, express or implied, other than pursuant to Section 5.13, is intended to or
shall confer upon any other person any right, benefit or remedy of any nature whatsoever under or by reason of this Agreement.
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Section 8.11
Mutual Drafting. Each party hereto has participated in the drafting of this Agreement, which each party acknowledges is
the result of extensive negotiations between the parties.
Section 8.12

Governing Law; Consent to Jurisdiction; Waiver of Trial by Jury.

Section 8.12.1
This Agreement shall be governed by, and construed in accordance with, the Laws of the State of New York,
without regard to Laws that may be applicable under conflicts of laws principles.
Section 8.12.2
Each of the parties irrevocably and unconditionally submits, for itself and its property, to the exclusive jurisdiction
of the Court of Chancery of the State of Delaware, and any appellate court from any thereof, in any action or proceeding arising out of or
relating to this Agreement or the agreements delivered in connection herewith or the transactions contemplated hereby or thereby or for
recognition or enforcement of any judgment relating thereto, and each of the parties hereby irrevocably and unconditionally (A) agrees not to
commence any such action or proceeding except in such courts, (B) agrees that any claim in respect of any such action or proceeding may be
heard and determined in the Court of Chancery of the State of Delaware, (C) waives, to the fullest extent it may legally and effectively do so,
any objection which it may now or hereafter have to the laying of venue of any such action or proceeding in the Court of Chancery of the State
of Delaware, and (D) waives, to the fullest extent permitted by law, the defense of an inconvenient forum to the maintenance of such action or
proceeding in the Court of Chancery of the State of Delaware. Each of the parties hereto agrees that a final judgment in any such action or
proceeding shall be conclusive and may be enforced in other jurisdictions by suit on the judgment or in any other manner provided by law.
Each party to this Agreement irrevocably consents to service of process in the manner provided for notices in Section 8.3. Nothing in this
Agreement will affect the right of any party to this Agreement to serve process in any other manner permitted by law.
Section 8.12.3
EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY CONTROVERSY WHICH MAY ARISE
UNDER THIS AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE IT HEREBY
IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY
LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT AND ANY OF THE
AGREEMENTS DELIVERED IN CONNECTION HEREWITH OR THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY.
EACH PARTY CERTIFIES AND ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER
PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE EITHER OF SUCH WAIVERS, (B) IT UNDERSTANDS AND HAS CONSIDERED THE
IMPLICATIONS OF SUCH WAIVERS, (C) IT MAKES SUCH WAIVERS VOLUNTARILY, AND (D) IT HAS BEEN INDUCED TO
ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS
SECTION 8.12.3.
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Section 8.13 Disclosure. Each party hereto has or may have set forth information in its respective Disclosure Schedule in a section thereof
that corresponds to the section of this Agreement to which it relates. A matter set forth in one section of the Disclosure Schedule need not be
set forth in any other section of the Disclosure Schedule so long as its relevance to the latter section of the Disclosure Schedule or section of
the Agreement is reasonably apparent on the face of the information disclosed in the Disclosure Schedule to the person to which such
disclosure is being made. The fact that any item of information is disclosed in a Disclosure Schedule to this Agreement shall not be construed
to mean that such information is required to be disclosed by this Agreement. Such information and the dollar thresholds set forth herein shall
not be used as a basis for interpreting the terms material or Material Adverse Effect or other similar terms in this Agreement.
Section 8.14 Counterparts. This Agreement may be executed in one or more counterparts, and by the different parties hereto in separate
counterparts, each of which when executed shall be deemed to be an original but all of which taken together shall constitute one and the same
agreement.
Section 8.15 Specific Performance. The parties hereto agree that irreparable damage would occur in the event that any of the provisions of
this Agreement were not performed in accordance with their specific terms or were otherwise breached. It is accordingly agreed that the
parties shall be entitled to an injunction or injunctions to prevent breaches of this Agreement and to enforce specifically the terms and
provisions hereof in any court of the United States or any state having jurisdiction, this being in addition to any other remedy to which they
are entitled at law or in equity.
[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, Parent, Merger Sub and the Company have caused this Agreement to be executed as of the date first written
above by their respective officers thereunto duly authorized.
COVENTRY HEALTH CARE, INC.
By: /s/ Drew Asher
Name: Drew Asher
Its: Vice President
COVENTRY MERGER SUB INC.
By: /s/ Shirley R. Smith
Name: Shirley R. Smith
Its: Secretary
FIRST HEALTH GROUP CORP.
By: /s/ Edward L. Wristen
Name: Edward L. Wristen
Its:
President and Chief
Executive Officer
[Signature Page to Agreement and Plan of Merger]
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Exhibit 99.1

6705 Rockledge Drive, Suite 900
Bethesda, MD 20817-1850
(301) 581-0600
FOR IMMEDIATE RELEASE

News Release

Contact:

Dale B. Wolf
Chief Financial Officer
(301) 581-5709
John Stelben
Investor Relations
(301) 581-5729

Coventry Health Care Signs Definitive Agreement To Acquire First Health
Coventry Reports Third Quarter Earnings of $0.96 Per Diluted Share






Creates a leading health benefits company with size and scale for future growth
Leverages the complementary strengths of both companies
Broadens the product portfolio and further diversifies the client base
First Health shareholders will receive 0.1791 Coventry shares and $9.375 in cash per First Health share
Immediately accretive, expected to add $0.30  $0.36 to earnings per share in 2005

Bethesda, Maryland (October 14, 2004)  Coventry Health Care, Inc. (NYSE: CVH), and First Health Group Corp. (First Health)
(NASDAQ: FHCC) jointly announced today that they have signed a definitive agreement whereby Coventry will acquire all of the outstanding
shares of common stock of First Health for a combination of shares of Coventrys common stock and cash. The combination creates a
national health benefits company capable of providing health insurance and administrative services to a broad array of commercial and
government clients.
Under the terms of the agreement, and subject to regulatory approvals, Coventry will pay 0.1791 shares of Coventry common stock and
$9.375 in cash, per First Health share. Based on the NYSE closing price of Coventrys shares of $52.05, the indicated combined per share
consideration for each outstanding share of First Health common stock amounts to $18.70 or a total indicated purchase price of approximately
$1.8 billion. Coventry expects to finance the cash consideration with a combination of existing cash balances and borrowing under a new
$950 million bank commitment.
First Health, headquartered in Downers Grove, Illinois, is a full service national health benefits services company serving the group health,
workers compensation and state public program markets. First Health offerings include a directly contracted national preferred provider
organization, clinical programs, disease management, pharmacy benefit management and other healthcare administrative products. First
Health generated revenues of $890.9 million in 2003.
The combination of Coventry Health Care and First Health Group creates a truly national health benefits platform with the tools to serve our
local, national and governmental clients. Coventry Health Care has built a very successful market position in 15 markets throughout the
United States. The acquisition of First Health enables us to extend our success far beyond our existing borders. This transforming acquisition
positions Coventry to be a leader over the coming years as our clients seek an efficient solution to their health care cost challenges, said
Allen Wise, President and CEO of Coventry.
Dale Wolf, Executive Vice President and Chief Financial Officer, stated, We look forward to combining the strengths of these two
companies to better serve both companies clients. First Healths national health administrative services
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business is highly complementary to our traditional strength in operating local health plans. We will now have the capability to target the most
attractive opportunities in health insurance and administrative services from small group to national and governmental accounts nationwide.
This merger will provide great opportunities for all of our constituents including colleagues, clients and providers and enhance efforts to
secure and service a growing client base. said Edward L. Wristen, President and Chief Executive Officer of First Health.
As a result of the transaction, the combined company will benefit from:







The size, scale and market access needed for leadership
A broad product portfolio creating diversified revenues and cash flow streams
A national presence combined with local network strength
Operational excellence through combined management expertise
Continued financial strength and flexibility
Operating synergies of $100 million by the end of fiscal 2007

Transaction Summary
The transaction involves a merger of First Health into a Coventry acquisition subsidiary. Closing of the transaction, subject to regulatory
approvals, approval of a majority of First Healths shareholders and other customary conditions is expected during the first quarter of 2005.
The transaction is expected to be structured as a tax-free reorganization. Following the transaction, First Health shareholders will have
between 15.1% and 15.7% ownership on a diluted basis in the combined company. The merger agreement has been approved by the boards of
directors of both companies.
CIBC World Markets Corp. and Lehman Brothers, Inc. acted as financial advisors and Bass, Berry, & Sims, PLC acted as legal counsel to
Coventry.
Profile of the Combined Company
The combined company will have operations in 50 states in the United States, Puerto Rico and the District of Columbia. The combined
company expects to have pro forma 2004 revenue of $6.2 billion, and EBITDA of $850.8 million. In addition, the combined company expects
to achieve annual operating synergies of approximately $20-$30 million targeted for 2005, $40 -$60 million by the end of 2006, and more
than $100 million by the end of 2007 (provider network savings, in-sourcing opportunities, implementation of best practices and elimination
of duplicate corporate costs). The transaction is expected to be immediately accretive to Coventrys earnings per share, adding approximately
$0.30  $0.36 to Coventrys 2005 EPS guidance of $4.13  $4.17 (excluding one-time transaction related adjustments and costs). Subsequent
to closing, Coventry will have an anticipated debt to EBITDA ratio of 1.26x  1.30x and a Debt/ Total Capitalization ratio of 33.8%  34.7%.
Coventry Third Quarter 2004 Results
In addition to the First Health acquisition announcement, Coventry is also reporting its third quarter earnings and introducing guidance for
2005. Operating revenues totaled $1.33 billion for the quarter, a 15.6% increase over the third quarter of 2003. Net earnings were
$87.0 million, or $0.96 per diluted share, a 28.9% increase over net earnings for the third quarter of 2003 and 29.7% on a per diluted share
basis. For the nine months ended September 30, 2004, total revenues were $3.93 billion, a 18.6% increase over 2003, with net earnings of
$2.71 per diluted share, a 36.2% increase over 2003.
Financial Highlights






3rd Quarter Membership Up 4.0% over the prior year quarter
3rd Quarter Revenues Up 15.6% over the prior year quarter
3rd Quarter EPS Up 29.7% over the prior year quarter
3rd Quarter Operating Margin of 9.6%, Up 70 basis points over the prior year quarter
3rd Quarter Annualized Return on Equity of 33.0%
Page 2 of 8
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Q4 2004 Guidance
 Total Revenues of $1.37 billion to $1.38 billion
 EPS in the range of $0.95 to $0.97
2005 Guidance











Risk revenues in the range of $5.90 billion to $6.00 billion
Management services revenues of $100.0 million to $105.0 million
Medical loss ratio (MLR%) of 80.5% to 81.5% of risk revenues
Selling, general, and administrative expenses (SG&A) of $660.0 million to $670.0 million
Depreciation and amortization of $20.0 million to $21.0 million
Investment income of $43.0 million to $45.0 million
Interest expense of $14.5 million to $14.8 million
Tax rate of 35.8% to 36.2%
Diluted share count of 90.5 million to 91.5 million shares
Earnings per share (EPS) on a diluted basis of $4.13  $4.17

Mr. Wise will host a conference call at 10:30 a.m. EST on Thursday, October 14, 2004. To listen to the call, dial (888) 203-7337, or for
international callers, (719) 955-1566. Callers will be asked to identify themselves and their affiliations. The conference call will also be
broadcast over the internet at www.cvty.com. Coventry asks participants on both the call and webcast to review and be familiar with its filings
with the SEC. A replay of the call will be available for one week at (888) 203-1112, or for international callers, (719) 457-0820. The access
code is 932607.
Coventry Health Care is a managed health care company based in Bethesda, Maryland operating health plans, insurance companies, and
provider networks under the names Coventry Health Care, Coventry Health and Life, Altius Health Plans, Carelink Health Plans, Group
Health Plan, HealthAmerica, HealthAssurance, HealthCare USA, OmniCare, PersonalCare, SouthCare, Southern Health and WellPath. The
Company provides a full range of managed care products and services including HMO, PPO, POS, Medicare+Choice, and Medicaid to
3.1 million members in a broad cross section of employer and government-funded groups in 15 markets throughout the Midwest, Mid-Atlantic
and Southeast United States. More information is available on the Internet at www.cvty.com.
This press release contains forward-looking statements made pursuant to the safe harbor provisions of the Private Securities Litigation
Reform Act of 1995. These statements relate to future events or future financial performance and may be significantly impacted by certain
risks and uncertainties described in the Companys Annual Report on Form 10-K for the year ended December 31, 2003 filed with the
Securities and Exchange Commission.
Additional Information About This Information
This communication is not a solicitation of a proxy from any security holder of First Health. Coventry and First Health intend to file a
registration statement on Form S-4 with the SEC in connection with the Merger. The Form S-4 will contain a prospectus, a proxy statement
and other documents for the stockholders meeting of First Health at which time the proposed transaction will be considered. The Form S-4,
proxy statement and prospectus will contain important information about Coventry, First Health, the Merger and related matters. Investors and
stockholders should read the Form S-4, the proxy statement and prospectus and the other documents filed with the SEC in connection with the
Merger carefully before they make any decision with respect to the Merger. The Form S-4, proxy statement and prospectus, and all other
documents filed with the SEC in connection with the Merger will be available when filed free of charge at the SECs web site, www.sec.gov.
In addition, all documents filed with the SEC by Coventry in connection with the Merger will be made available to investors free of charge by
writing to: Coventry Health Care, Inc., 6705 Rockledge Drive, Suite 900, Bethesda, Maryland 20817, Attn: Investor Relations. All documents
filed with the SEC by First Health in connection with the Merger will be made available to investors free of charge by writing to: First Health
Group Corp., 3200 Highland Avenue, Downers Grove, Illinois 60515, Attn: Investor Relations.
Coventry, First Health, their respective directors and executive officers may be deemed participants in the solicitation of proxies from First
Healths stockholders. Information concerning Coventrys directors and certain executive officers and their direct and indirect interests in
Coventry is contained in its proxy statement for its 2004 annual meeting of stockholders. Information concerning First Healths directors and
certain executive officers and their direct and indirect interests in First Health is contained in its proxy statement for its 2004 annual meeting
of stockholders. Additional information regarding the interests of these participants in the Merger will be available in the proxy statement
regarding the Merger. Investors can obtain free copies of these documents from the SECs website.
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COVENTRY HEALTH CARE, INC.
MEMBERSHIP
(Amounts in thousands)
September 30,
2004

June 30,
2004

September 30,
2003

Membership by Market:
Delaware
Georgia
Illinois  Central
Iowa
Kansas City
Louisiana
Nebraska
North Carolina
Pennsylvania
St. Louis
Utah
Virginia
West Virginia
Total Membership

103
76
87
66
210
76
50
120
736
495
184
166
77
2,446

104
80
86
72
212
76
49
122
728
503
181
163
82
2,458

101
77
75
94
230
73
47
118
680
461
168
154
75
2,353

Membership by Product:
Risk membership:
Commercial
Medicare
Medicaid
Total risk membership
Non-risk membership
Total Membership

1,487
68
333
1,888
558
2,446

1,503
68
334
1,905
553
2,458

1,486
64
315
1,865
488
2,353

Network rental membership

574

681

719
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COVENTRY HEALTH CARE, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(Amounts in thousands, except per share data)
(unaudited)
Quarters Ended
September 30,
2004

Operating revenues:
Managed care premiums
Management services
Total operating revenues
Operating expenses:
Medical costs
Selling, general and administrative
Depreciation and amortization
Total operating expenses

$

1,302,053
27,763
1,329,816

Nine Months Ended
September 30,
2003

$

1,126,594
23,395
1,149,989

2004

$

3,843,529
84,260
3,927,789

2003

$

3,244,884
66,953
3,311,837

1,043,317
154,034
4,259
1,201,610

906,756
136,859
4,280
1,047,895

3,096,860
455,705
12,921
3,565,486

2,638,031
397,579
13,424
3,049,034

Operating earnings
Operating earnings percentage of total revenues

128,206
9.6
%

102,094
8.9
%

362,303
9.2
%

262,803
7.9
%

Senior notes interest expense, net
Other income, net
Earnings before income taxes
Provision for income taxes
Net earnings

$

3,572
10,809
135,443
48,421
87,022

$

4,126
9,211
107,179
39,656
67,523

$

10,719
32,581
384,165
138,814
245,351

$

11,470
31,115
282,448
101,991
180,457

Net earnings per share, basic
Net earnings per share, diluted

$
$

0.99
0.96

$
$

0.76
0.74

$
$

2.79
2.71

$
$

2.05
1.99

Weighted average shares outstanding, basic
Weighted average shares outstanding, diluted

88,344
90,653

88,595
91,230
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87,954
90,527

87,824
90,441

COVENTRY HEALTH CARE, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Amounts in thousands)
September 30,
2004
(unaudited)

Assets:
Current assets:
Cash and cash equivalents
Short-term investments
Accounts receivable, net
Other receivables, net
Deferred income taxes
Other current assets
Total current assets

$

Long-term investments
Property and equipment, net
Goodwill
Other intangible assets, net
Other long-term assets
Total assets

$

Liabilities and Stockholders Equity:
Current liabilities:
Medical claims liabilities
Other medical liabilities
Accounts payable and other accrued liabilities
Deferred revenue
Total current liabilities

$

Senior notes
Other long-term liabilities
Total liabilities
Stockholders Equity:
Total stockholders equity
Total liabilities and stockholders equity

398,853
287,141
91,523
52,240
35,698
8,670
874,125
949,099
29,917
281,328
26,154
57,171
2,217,794

597,510
48,767
198,139
72,720
917,136

June 30,
2004
(unaudited)

$

$

$

170,500
26,065
1,113,701

$

1,104,093
2,217,794
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303,342
249,159
85,015
51,764
37,686
9,916
736,882
978,428
28,900
281,328
26,780
58,853
2,111,171

595,720
48,932
199,917
71,244
915,813

December 31,
2003

$

$

$

170,500
21,651
1,107,964

$

1,003,207
2,111,171

253,331
101,191
89,766
45,335
36,255
8,089
533,967
1,051,400
33,085
281,183
27,447
54,654
1,981,736

537,340
59,850
183,781
73,909
854,880
170,500
27,358
1,052,738

$

928,998
1,981,736

COVENTRY HEALTH CARE, INC.
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
(Amounts in thousands)
(unaudited)
Nine Months
Ended
September 30, 2004

Quarter Ended
September 30, 2004

Cash flows from operating activities:
Net earnings
Depreciation and amortization
Amortization of deferred compensation
Changes in assets and liabilities:
Accounts receivable, net
Medical claims liabilities
Other medical liabilities
Accounts payable and accrued liabilities
Deferred revenue
Other operating activities
Net cash flows from operating activities
Cash flows from investing activities:
Capital expenditures, net
Payments for investments, net of sales and maturities
Payments for acquisitions, net of cash acquired
Net cash flows from investing activities
Cash flows from financing activities:
Proceeds from issuance of stock
Payments for repurchase of stock
Payments for fractional shares from stock split
Net cash flows from financing activities
Net change in cash and cash equivalents for current period
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

$

$

Cash and Investments:
Cash and cash equivalents
Short-term investments
Long-term investments
Total cash and investments

$

$
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87,022
4,259
4,562

$

245,351
12,921
10,945

(6,508 )
1,790
(165
)
5,194
1,476
4,350
101,980

(1,757 )
60,170
(11,083 )
28,187
(1,189 )
3,773
347,318

(4,646
(196
(4
(4,846

(7,812
(105,160
(975
(113,947

)
)
)
)

3,438
(5,061 )
0
(1,623 )
95,511
303,342
398,853
398,853
287,141
949,099
1,635,093

$
$

$

)
)
)
)

8,886
(96,602 )
(133
)
(87,849 )
145,522
253,331
398,853
398,853
287,141
949,099
1,635,093

COVENTRY HEALTH CARE, INC.
SELECTED OPERATING STATISTICS
(Excluding charges)

Q3 2004

Revenue PMPM
Commercial
228.36
Medicare
698.82
Medicaid
143.87
Management Fees
16.68
Medical PMPM
Commercial
182.12
Medicare
541.55
Medicaid
122.86
MLR %
Commercial
79.8
%
Medicare
77.5
%
Medicaid
85.4
%
Total
80.1
%
SGA % of revenues
11.6
%
SGA PMPM
21.05
Claims Statistics
Claims Inventory
143,645
Inventory Days on Hand
1.5
Total Medical Liabilities (000s) $ 646,277
Days in Claims Payable
52.69
Days in Other Medical Liabilities
4.30
Total Days in Medical Liabilities
56.99
Member Growth(a)
Same Store
(12,000 )
Acquisition
0

Q2 2004

Q1 2004

224.56
693.74
140.61
17.06

222.08
683.12
141.49
17.28

177.19
579.18
122.80

176.36
607.02
122.98

78.9
83.5
87.3
80.3
11.6
20.86
161,212
1.7
$ 644,652
52.64
4.32
56.96

%
%
%
%
%

27,000
0

79.4
88.9
86.9
81.3
11.6
20.54

Total
2003

%
%
%
%
%

Q3 2003

206.08
629.52
139.69
17.86

209.74
632.22
138.11
18.38

208.30
630.56
141.33
17.37

183.80
593.29
137.54
17.71

164.59
527.84
122.25

165.28
556.98
123.58

166.36
507.59
119.46

152.12
509.60
115.58

79.9
83.8
87.5
81.2
12.0
20.60

%
%
%
%
%

142,080
1.5
$ 645,017
52.39
4.94
57.33
48,000
0

Total
2002

Q4 2003

78.8
88.1
89.5
80.9
11.9
20.69

%
%
%
%
%

128,556
1.2
$ 597,190
51.01
5.68
56.69
157,000
191,000

(a) Membership growth excludes network rental membership.
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36,000
(6,000 )

79.9
80.5
84.5
80.5
11.9
20.51

%
%
%
%
%

82.8
85.9
84.0
83.3
12.2
19.56

156,773
1.7
$ 610,033
55.83
6.06
61.89

146,842
2.0
$ 558,599
59.46
7.33
66.79

42,000
159,000

51,000
143,000

%
%
%
%
%

