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Re: Humana Inc. - Acquisition of Arcadian Management Services, Inc.

Dear Mr. Pastuch:

Thank you again for speaking with Joan Lenahan, Corporate Secretary of Humana Inc.
(“Humana”), and the undersigned about Humana’s proposed acquisition of Arcadian Management
Services, Inc. (“Arcadian Management”) and subsidiaries. We look forward to working with you and
your colleagues at the Washington Department of Insurance to facilitate review of the transaction.

Enclosed are two original complete statement of acquisition, or Form A, application submitted by
Humana and its wholly owned subsidiary Humsol, Inc., respectfully requesting the Department’s approval
of their acquisition of control of Arcadian Health Plan, Inc. (“Arcadian Washington™), a Washington
health maintenance organization, on the terms set forth in the Agreement and Plan of Merger (“Merger
Agreement”) entered into as of August 24, 2011 (the “Acquisition”). The parties to the Merger
Agreement are Humana, Humsol, Arcadian Management, and those Arcadian Management stockholders
that are signatories to the Merger Agreement. The Acquisition structure calls for Humsol to be merged at
closing with and into Arcadian Management, thereby becoming the sole stockholder of Arcadian
Management’s subsidiaries, including Arcadian Washington. The application is submitted on behalf of
Humana and Humsol jointly and was prepared in accordance with the Washington law, the Department’s
rules thereunder, and the applicable instructions.

As the Merger Agreement exemplifies, this is a negotiated, consensual transaction, to which
Arcadian Management and holders of a majority of its voting equity securities have agreed. We are
assured of the cooperation of all parties in the regulatory approval process. We are furnishing copies of
the application to the licensee, Arcadian Washington, and its controlling company, Arcadian
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Management. Humana and Humsol are mindful of the Washington rules regarding any need to amend the
application and the time restrictions related to such and will comply with those rules.

As discussed, we and our client are committed to cooperate with and expedite the Department’s
review and to respond to any questions or requests you or other officials may have. To facilitate a timely
and smooth transition in the operations of Arcadian Washington and coordination with Humana’s existing
Washington business, the parties desire to close the Acquisition by the end of the 2011 calendar year. If
helpful to the Department, Humana’s executive management would be pleased to meet with Department
officials to discuss the Acquisition and the future operations of Arcadian Washington after closing. From
our experience representing Humana in connection with a number of Form A filings, in Washington and
elsewhere, I am confident you will find the company will be promptly and fully responsive to any
inquiries you make in reviewing this filing. Should you have any questions, please do not hesitate to call
me at 350-577-2860 or by email at gary.timin@ssd.com. Feel free also to contact my partner Lisa Han,
lisa.han@ssd.com, 614-365-2773, who is equally conversant with the application.

Thank you in advance for your attention and assistance. We look forward to working with you
and other Department representatives on this application and toward completing the transaction.

Sincerely yours,
Squire, Sanders & Dempsey (US) LLP

Gary P. Timin

Enclosures:  Application

cc: Joan O. Lenahan, Vice President & Corporate Secretary, Humana
Joseph Ventura, Counsel & Assistant Corporate Secretary, Humana
Ralph M. Wilson, Vice President & Asst. General Counsel, Humana
James Novello, General Counsel, Arcadian Management and Arcadian Washington (w/
application)
Lisa G. Han, Esq., Squire, Sanders & Dempsey (US) LLP



FORM A
STATEMENT REGARDING THE

ACQUISITION OF CONTROL OF OR MERGER WITH A
DOMESTIC INSURER

ARCADIAN HEALTH PLAN, INC.
by
HUMANA INC.

and its wholly owned subsidiary

HUMSOL, INC.
(collectively, the Applicant)

Filed with the Washington State Office of the Insurance Commissioner
Dated: September 21, 2011

Joan O. Lenahan
Vice President & Corporate Secretary
Humana Inc.
500 West Main Street
Louisville, KY 40202
Tele: 502/580-3778 / Fax: 502/508-3778
jlenahan @humana.com

With a copy to:
Gary P. Timin, Esq. Lisa G. Han, Esq.
Squire, Sanders & Dempsey (US) LLP Squire, Sanders & Dempsey (US) LLP
200 South Biscayne Boulevard, Suite 4100 41 South High Street, Suite 2000
Miami, Florida 33131 Columbus, Ohio 43215
Tele: 305/577-2860 / Fax: 305/577-7001 Tele: 614/365-2773 / Fax: 614/365-2499
Gary. Timin@ssd.com Lisa.Han@ssd.com
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ITEM 1. INSURER AND METHOD OF ACQUISITION

State the name and address of the domestic insurer to which this application relates
and a brief description of how control is to be acquired.

> Description of the Domestic Insurer

The domestic insurer or licensee to which this application relates is Arcadian Health Plan,
Inc., located at the address of 18920 Bothell Way NE #100, Bothell, WA 98011 (“Arcadian
Health Plan”). Arcadian Health Plan is licensed by the Washington State Office of the
Insurance Commissioner (‘“Department”) as a health maintenance organization (“HMO”) and is
a wholly owned subsidiary of Arcadian Management Services, Inc. (“Arcadian Management”),
a privately held Delaware corporation. Arcadian Health Plan is also qualified in Arizona,
California, Maine, New Hampshire, South Carolina, Texas (where this subsidiary may be
considered “commercially domiciled” under Texas law), and Virginia. Arcadian Health Plan
engages exclusively in the business of Medicare Advantage — Prescription Drug (“MA-PD”)
plans pursuant to its contract with the Centers for Medicare and Medicaid Services (“CMS”). It
currently has no commercial enrollment, nor does it provide Medicaid coveraée to enrollees,

although some of its members are dually enrolled in both Medicare and Medicaid.

> A Brief Description of How Control Is To Be Acquired

The proposed acquisition of control of Arcadian Health Plan will be accomplished by a
statutory merger of Humsol, Inc. (“Humsol”), which is a direct, wholly owned subsidiary of
Humana Inc. (“Humana”) formed to effect the acquisition, with and into Arcadian Management
in accordance with their Agreement and Plan of Merger dated as of August 24, 2011 (the
“Merger Agreement”). A complete copy of the Merger Agreement is attached as Exhibit 1-A

with the Disclosure Schedules to the Merger Agreement attached as Exhibit 1-B. Pursuant to
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the Merger Agreement, Humsol will merge with and into Arcadian Management, with Arcadian
Management as the surviving corporation. Humsol will be merged out of existence at Closing,
upon which Humana will own all of the then issued and outstanding capital stock of Arcadian
Management and thus, indirectly, of Arcadian Health Plan. For purposes of this Form A
statement, the merger of Humsol with and into Arcadian Management and the concurrent
consequent acquisition of Arcadian Management and Arcadian Health Plan by Humana is
referred to as the “Acquisition.” Capitalized terms used but not defined in this Form A will have
the meanings that the Merger Agreement ascribes to them. See Exhibit 1-A, Section 14, at pp.
79 - 93 for many defined terms.

The Closing of the Acquisition transaction will take place on the third (3™) business day
after all of the conditions to the respective obligations of the parties, including the necessary
regulatory approvals, have been satisfied, or at such other time and date as Humana and
Arcadian Management mutually agree. At the Closing, the parties will execute and cause to be
filed with the Secretary of State of the State of Delaware in accordance with the Delaware
General Corporate Law, a Certificate of Merger. The merger of Arcadian Management and
Humsol will be effective at the time that the filing is made with the Delaware Secretary of State.

Arcadian is the parent corporation of a number of subsidiaries, including Arcadian Health
Plan. In addition to Arcadian Health Plan, Arcadian Management owns the following health
plan subsidiaries: (i) Arkansas Community Care, Inc., domiciled in Arkansas and qualified in
QOklahoma and Texas; (ii) Arcadian Health Plan of North Carolina, Inc., domiciled in North
Carolina; (iii) Arcadian Health Plan of Georgia, Inc., domiciled in Georgia; (iv) Arcadian Health
Plan of Louisiana, Inc., domiciled in Louisjana; and (v) Arcadian Health Plan of New York, Inc.,

domiciled in New York. All of the Arcadian Management subsidiaries, including Arcadian
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Health Plan, are sponsors of MA-PD plans through their contracts with CMS. None of them
have any commercial enrollment.

As noted above, the acquisition of control of Arcadian Health Plan and all other
subsidiaries of Arcadian Management is to be accomplished through a merger transaction
between Humana, Humsol, and Arcadian Management. To secure the insurance regulatory
approvals necessary to consummate the Acquisition transaction, in addition to this filing,
Humana has submitted or will be submitting a Statement of Acquisition of Control or similarly
titled application under substantially similar laws and standards with Insurance Commissioners
of the States of Arkansas, North Carolina, Georgia, Louisiana, New York, and (if and as
appropriate) Texas and will provide a notice of such filing or other required filings in states
where each Arcadian Management subsidiary is qualified to do business. A copy of any or all of
the state applications, if desired, will be furnished upon request.

For your convenience, we have also prepared a summary of the Merger Agreement,
which is attached as Exhibit 2. As requested, Exhibit 3 provides contact information for a
senior insurance regulatory official in each of the other states in which Humana will file a Form
A application regarding acquisition of a licensed subsidiary of Arcadian Management.

ITEM 2. IDENTITY AND BACKGROUND OF THE APPLICANT

(a) State the name and address of the applicant seeking to acquire control over the
insurer.

The Applicant seeking to acquire control of Arcadian Health Plan consists of Humana
and its merger subsidiary Humsol, both located at 500 West Main Street, Louisville, Kentucky
40202.

(b) If the applicant is not an individual, state the nature of its business operations for
the past five years or for such lesser period as such person and any predecessors thereof shall
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have been in existence. Briefly describe the business intended to be done by the applicant and
the applicant's subsidiaries.

Humana was organized as a Delaware corporation in 1964. It is the ultimate parent
corporation of an insurance holding company system comprised of various licensed and
unlicensed entities. Humana, along with its subsidiaries, is a leading health care company that
offers a wide range of insurance products and health and wellness services that incorporate an
integrated approach to lifelong well-being. By leveraging the strengths of its core businesses,
Humana believes it can better explore opportunities for existing and emerging adjacencies in
health care that can further enhance wellness opportunities for the millions of people across the
nation with whom the company has relationships. Its 2010 revenues reached approximately
$33.9 billion. As of December 31, 2010, Humana had approximately 10.2 million members in
its medical benefits plahs, as well as approximately 7.1 million members in its specialty
products.

Humana manages its business with three reportable segments: Retail, Employer Group, and
Health and Well-Being Services. In addition, the Company includes other businesses that are not
reportable because they do not meet the quantitative thresholds in an Other Businesses category.
These segments are based on a combination of the type of health plan customer and adjacent
businesses centered on well-being solutions for the Company’s health plans and other customers,
as described below. The Retail segment consists of Medicare and commercial fully-insured
medical and specialty health insurance benefits, including dental, vision, and other supplemental
health and financial protection products, marketed directly to individuals. The Employer Group
segment consists of Medicare and commercial fully-insured medical and specialty health
insurance benefits, including dental, vision, and other supplemental health and financial

protection products, as well as administrative services only products marketed to employer
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groups. The Health and Well-Being Services segment includes services offered to the
Company’s health plan members as well as to third parties that promote health and wellness,
including primary care, pharmacy, integrated wellness, and home care services. The Other
Businesses category consists of the Company’s Military services, primarily its TRICARE South
region contract, Medicaid, and closed-block long-term care businesses as well as its contract
with the CMS to administer the Limited Income Newly Eligible Transition program.

Humana currently contracts with CMS under the Medicare Advantage program to
provide a comprehensive array of health insurance benefits, including wellness programs, to
Medicare beneficiaries under HMO, PPO, and PFFS plans in exchange for contractual payments
received from CMS, u;ually a fixed payment per member per month. Humana also enters into
contracts with CMS to offer prescription drug plans, either as a part of the Medicare Advantage
plan or a stand-alone plan.

There will be no change to Humana’s operations or those of Humana’s current
subsidiaries as a result of the Acquisition. Additionally, post-Acquisition, Humana intends to
continue operating Arcadian Management subsidiaries, including Arcadian Health Plan, as MA-
PD plans without any material changes, except replacing certain direct-ors and officers of
Arcadian Management and of its subsidiaries with various current directors and/or officers of
Humana and Humsol. The parties believe that the Acquisition will have no adverse effect on
competition in the product or geographic markets for their services and lines of insurance and
business either in Washington or elsewhere. Humana has filed an appropriate pre-merger
notification statement under the Hart-Scott-Rodino Act with the U.S. Department of Justice and

Federal Trade Commission and is requesting early termination of the waiting period.
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Humsol was incorporated on August 11, 2011 as a Delaware general business corporation.
It is a wholly owned subsidiary of Humana formed solely to facilitate the Acquisition transaction
and will be merged out of existence at Closing.

(c) Furnish a chart or listing clearly presenting the identities of the inter-relationships
among the applicant and all affiliates of the applicant. No affiliate need be identified if its total
assets are equal to less than one-half of one percent of the total assets of the ultimate
controlling person affiliated with the applicant. Indicate in such chart or listing the
percentage of voting securities of each such person which is owned or controlled by the
applicant or by any other such person. If control of any person is maintained other than by the
ownership or control of voting securities, indicate the basis of such control. As to each person
specified in such chart or listing indicate the type of organization (e.g. corporation, trust,
partnership) and the state or other jurisdiction of domicile. If court proceedings involving a
reorganization or liquidation are pending with respect to any such person, indicate which
person, and set forth the title of the court, nature of proceedings and the date when
commenced.

The chart attached as Exhibit 4-A sets forth the identities and interrelationships among
Humana and all of its organizational affiliates, including, but not limited to, Humana’s insurance
and HMO subsidiaries pre-Acquisition. Humana'’s present subsidiaries licensed and operating in
Washington include: CompBenefits Insurance Company, Humana Health Plan, Inc., Humana
Insurance Company, Humana MarketPOINT, Inc., Humana Pharmacy, Inc., HumanaDental
[nsurance Company, and Kanawha Insurance Company.

Attached as Exhibit 4-B is the current organizational chart of Arcadian Management and
its subsidiaries pre-Acquisition, as furnished by Arcadian Management.

The chart attached as Exhibit 5 sets forth the identities and interrelationships among
Humana and its affiliates post-Acquisition. There are no court proceedings involving
reorganization or liquidation pending with respect to any of the entities identified in Exhibit 4-A,
Exhibit 4-B or Exhibit 5.

ITEM 3. IDENTITY AND BACKGROUND OF INDIVIDUALS ASSOCIATED WITH
THE APPLICANT

COLUMBUS/807984.2



State the following with respect to (1) the applicant if (s)he is an individual or (2) all
persons who are directors, executive officers or owners of ten percent or more of the voting
securities of the applicant if the applicant is not an individual.

(a) Name and business address;

The business address of Humana and of Humsol is 500 West Main Street, Louisville,
Kentucky 40202.

The names and addresses of the current Directors and Executive Officers of Humana are
attached hereto as Exhibit 6 and incorporated by this reference. The names and addresses of the
current Directors and all Officers of Humsol are attached hereto as Exhibit 7 and are also
incorporated by reference.

Humana is a publicly traded Delaware corporation, with its common stock listed on the
New York Stock Exchange. Humana is not aware of any person or company that owns directly
or beneficially ten percent (10%) or more of its total outstanding voting common stock. Humsol
1s a wholly-owned subsidiary of Humana.

(b) Present principal business activity, occupation or employment including position
and office held and the name, principal business and address of any corporation or other
organization in which such employment is carried on;

See the description of present principal business activities of Humana and Humsol in
ltem 2(b) above. With respect to the present principal business activity, occupation or
employment of Directors and Officers of Humana and Humsol, see response in Item 3(c) below.

(c) Material occupations, positions, offices or employment during the last five years,
giving the starting and ending dates of each and the name, principal business and address of
any business corporation or other organization in which each such occupation, position,
office or employment was carried on; if any such occupation, position, office or employment
required licensing by or registration with any federal, state or municipal governmental agency,

indicate such fact, the current status of such licensing or registration, and an explanation of
any surrender, revocation, suspension or disciplinary proceedings in connection therewith;
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Biographical Information which includes principal occupations, offices and positions
held during the past five (5) years by the Directors and Executive Officers of Humana is
presented in Exhibit 6 hereto.

Biographical Information which includes principal occupations, offices and positions
held during the past five (5) years by the Directors and Officers of Humsol is contained in
Exhibit 7 hereto. Upon Closing, the Directors and Officers of Humsol will become Directors
and Officers of Arcadian Management, and some or all of them will also be named Directors
and/or Officers of its licensed subsidiaries, including Arcadian Health Plan.

Biographical Affidavits of certain Directors and Officers of Humsol are already on file at
the Department. Those of Paul B. Kusserow, Senior Vice President and Chief Strategy &
Corporate Development Officer; Charles F. Lambert, III, Vice President; and James E. Murray,
Director, are enclosed with this filing. See Exhibit 7 for details.

(d) Whether or not such person has ever been convicted in a criminal proceeding
(excluding minor traffic violations) during the last ten years and, if so, give the date, nature of
conviction, name and location of court, and penalty imposed or other disposition of the case.

No Director or Officer of Humana or Humsol has been convicted of any crime other than
a minor traffic violation or subject to any disciplinary proceedings with respect to a license or
registration with any federal, state or municipal government agency, during the past ten (10)
years. Reference is made to the biographical materials including confidential background reports
that are on file with the Department.

ITEM 4. NATURE, SOURCE AND AMOUNT OF CONSIDERATION

(a) Describe the nature, source and amount of funds or other considerations used or to
be used in effecting the merger or other acquisition of control. If any part of the same is
represented or is to be represented by funds or other consideration borrowed or otherwise

obtained for the purpose of acquiring, holding or trading securities, furnish a description of
the transaction, the names of the parties thereto, the relationship, if any, between the borrower
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and the lender, the amounts borrowed or to be borrowed, and copies of all agreements,
promissory notes and security arrangements relating thereto.

In consideration of the Acquisition transaction, Humana will pay a purchase price in cash
totaling $150,000,000, subject to certain adjustments, for all of the issued and outstanding capital
stock of Arcadian Manage;ment (“Purchase Price”). That amount will be adjusted after the
Closing to reflect the sum of the actual working capital of Arcadian Management and the
statutory reserve of each of Arcadian Management’s subsidiaries. The signing date estimate for
the sum of working capital of Arcadian Management and the statutory reserve of each of
Arcadian Management subsidiaries is $55,541,716.00. Over half of the closing proceeds, an
~ amount estimated to be $85.3 million, will be used to satisfy and retire certain indebtedness of
Arcadian Management as of the Closing. For further details, please see the summary of the
Merger Agreement at Exhibit 2 and, for full specifics, the Merger Agreement at Exhibit 1-A.

Humana will pay the Purchase Price with cash on hand. No borrowed funds will be used
to pay the Purchase Price.

(b) Explain the criteria used in determining the nature and amount of such
consideration.

The Purchase Price results from good faith, arm’s length negotiations between the parties.
Humana and Arcadian Management each engaged independent financial and legal advisors in
connection with negotiating the Acquisition. The total Purchase Price and its elements are
described in greater detail in the Merger Agreement. A copy of the Merger Agreement and a
summary thereof are attached as Exhibit 1-A and Exhibit 2 respectively.

(c) If the source of the consideration is a loan made in the lender's ordinary course of
business and if the applicant wishes the identity of the lender to remain confidential, he or she

must specifically request that the identity be kept confidential.

As stated, no loan is a source of the payment of consideration in this Acquisition.

COLUMBUS/807984.2



ITEM 5. FUTURE PLANS OF INSURER

Describe any plans or proposals which the applicant may have to declare an
extraordinary dividend, to liquidate such insurer, to sell its assets to or merge it with any
person or persons or to make any other material change in its business operations or
corporate structure or management.

There are no plans or proposals to declare an extraordinary dividend, to liquidate
Arcadian Health Plan, to sell its assets to or merge or consolidate it with any person or persons,
or to make any other material change in its business operations or corporate structure. As noted,
certain of the current directors and officers of Arcadian Health Plan will be replaced by persons
who are current directors and/or officers of Humana or Humsol. Also, because Humsol will be
merged with and into Arcadian Management, the governance documents of Humsol, including
the Certificate of Incorporation and Bylaws attached as Exhibit 8 and Exhibit 9 respectively,
will become the governance documents of Arcadian Management upon Closing. There is no
change now planned with respect to operational personnel at Arcadian Health Plan or the scope
or nature of its business operations. As a MA-PD plan, any future material change in operations
will likely be subject to approval by CMS. Post-Closing, Arcadian Health Plan will continue its
current operations as a sponsor of MA-PD plans in accordance with the plan of operation most
recently approved by CMS.

ITEM 6. VOTING SECURITIES TO BE ACQUIRED

State the number of shares of the insurer's voting securities which the applicant, its
affiliates and any person listed in Item 3 plan to acquire, and the terms of the offer, request,
invitation, agreement or acquisition, and a statement as to the method by which the fairness of
the proposal was arrived at.

Through the merger of Humsol with and into Arcadian Management, with the latter as

the surviving corporation, upon Closing, Arcadian Management will become a wholly-owned

subsidiary of Humana. All of the issued and outstanding stock of Arcadian Health Plan will
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continue to be owned by Arcadian Management as a wholly owned subsidiary of Humana. All
of the presently issued and outstanding capital stock of Arcadian Management will be cancelled
and (except for such stock which may be owned by Arcadian Management) converted into the
right to receive the cash consideration specified in the Merger Agreement. The now outstanding
shares of Humsol stock will be converted into stock of Arcadian Management, all of which will
be owned by Humana. More specifically:

e Each share of Arcadian Management’s common stock issued and outstanding immediately
prior to the Acquisition will, by virtue of the Acquisition and without any action on the part
of the holder thereof, cease to have any rights with respect thereto, except the right to receive
the Closing Consideration Per Share Balance and any other amounts distributed from the
Escrow Account, described in greater detail in the Merger Agreement.

e Each share of Arcadian Management’s Series A Preferred Stock, Series B Preferred Stock,
Series B-1 Preferred Stock and Series C Preferred Stock issued and outstanding immediately
prior to the Acquisition will, by virtue of the Acquisition and without any action on the part
of the holder thereof, be cancelled and cease to exist and shall be converted into the right to
receive (a) for such Series A shares, $1.00 per share plus any declared and unpaid dividends
thereon, (b) for such Series B shares, $1.925 per share plus any declared and unpaid
dividends thereon, (c) for such Series B-1 shares, $1.00 per share plus any declared and
unpaid dividends thereon, (d) for such Series C shares, $10.734 per share plus any declared
and unpaid dividends thereon; provided however, that in the event that the amount payable
per Series C share exceeds $21.468, then the Series C share amount shall be deemed to be

$7.156 per share (rather than $10.734) and any declared and unpaid dividends thereon, plus
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(e) for all Series of shares, the consideration payable for each share of common stock that
would be issued upon conversion of such Series shares.

e Each share of Humsol common stock issued and outstanding immediately prior to the
Acquisition will be converted into one fully paid and nonassignable share of common stock
of Arcadian Management as the surviving corporation following the Acquisition, and such
shares will then be the only outstanding shares of capital stock of Arcadian Management.

Post-closing, all of the then issued and outstanding capital stock of Arcadian Health Plan will

continue to be owned by Arcadian Management, as is now the case.

ITEM 7. OWNERSHIP OF VOTING SECURITIES

State the amount of each class of any voting security of the insurer which is
beneficially owned or concerning which there is a right to acquire beneficial ownership by the

applicant, its affiliates or any person listed in Item 3.

Humana, Humsol, their affiliates and Directors and Officers listed in Item 3 above do not
beneficially own any of the voting securities of either Arcadian Management or Arcadian Health

Plan. Nor do any of them have any right to acquire beneficial ownership of such voting

securities other than the rights provided for in the Merger Agreement.

ITEM 8. CONTRACTS, ARRANGEMENTS, OR UNDERSTANDINGS WITH RESPECT
TO VOTING SECURITIES OF THE INSURER

Give a full description of any contracts, arrangements or understandings with respect
to any voting security of the insurer in which the applicant, its affiliates or any person listed in
Item 3 is involved, including but not limited to transfer of any of the securities, joint ventures,
loan or option arrangements, puts or calls, guarantees of loans, guarantees against loss or
guarantees of profits, division of losses or profits, or the giving or withholding of proxies.
Such description shall identify the persons with whom such contracts, arrangements or
understandings have been entered into.

Other than the Merger Agreement as described in Item 6 above, there are no contracts,
arrangements or understandings with respect to any voting security of Arcadian Management or

Arcadian Health Plan in which Humana, its affiliates, or any Director and Officer listed in Item 3
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is involved, including but not limited to, transfer of any of the securities, joint ventures, loan or
option arrangements, puts or calls, guarantees of loans, guarantees against loss or guarantees of
profits, division of losses or profits, or the giving or withholding of proxies.

ITEM 9. RECENT PURCHASES OF VOTING SECURITIES

Describe any purchases of any voting securities of the insurer by the applicant, its
affiliates or any person listed in Item 3 during the twelve calendar months preceding the filing
of this statement. Include in such description the dates of purchase, the names of the
purchasers, and the consideration paid or agreed to be paid therefor. State whether any such
shares so purchased are hypothecated.

There have been no purchases of any voting securities of either Arcadian Management or
Arcadian Health Plan by Humana, Humsol, their affiliates, or any of the Directors and Officers
listed in Item 3 above during the twelve (12) calendar months preceding the filing of this Form A.
ITEM 10. RECENT RECOMMENDATIONS TO PURCHASE

Describe any recommendations to purchase any voting security of the insurer made by
the applicant, its affiliates or any person listed in Item 3, or by anyone based upon interviews
or at the suggestion of the applicant, its affiliates or any person listed in Item 3 during the
twelve calendar months preceding the filing of this statement.

There are no recommendations to purchase any voting security of Arcadian Management
or Arcadian Health Plan made by Humana, Humsol, their affiliates ,or any of the Directors and
Officers listed in Item 3 above, or by anyone based upon interviews or at the suggestion of
Humana, Humsol, their affiliates, or any person listed in Item 3 during the twelve (12) calendar
months preceding the filing of this Statement.

Notwithstanding, the Acquisition transaction was approved by the Boards of Directors of
each of Humana and Humsol. Certified resolutions of the Board of Directors of Humana are
attached hereto as Exhibit 10, and certified resolutions of Humsol’s Board are attached hereto as

Exhibit 11. A copy of the consent action of Arcadian’s shareholders relating to the Merger

Agreement is attached as Exhibit 12.
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- ITEM 11. AGREEMENTS WITH BROKER-DEALERS

Describe the terms of any agreement, contract or understanding made with any broker-
dealer as to solicitation of voting securities of the insurer for tender and the amount of any
fees, commissions or other compensation to be paid to broker-dealers with regard thereto.

There is no broker or dealer associated with the Acquisition transaction. Arcadian
Management has engaged Houlihan Lokey to serve exclusively as its financial advisor with
respect to the transactions contemplated in the Merger Agreement. Humana retained Credit
Suisse for a limited scope of financial advisory services.

Humana’s fees payable to Credit Suisse are estimated to approximate $2.5 million.
Arcadian Management advises that its fees payable to Houlihan Lokey are expected to
approximate $3,411,000. The parties will also pay their respective legal fees relating to
negotiating, documenting, obtaining regulatory approvals for, and consumniating the Acquisition.
ITEM 12. FINANCIAL STATEMENTS AND EXHIBITS

(a) Financial statements and exhibits shall be attached to this statement as an appendix,
but list under this item the financial statements and exhibits so attached.

(b) The financial statements shall include the annual financial statements of the
persons identified in Item 2(c) for the preceding five fiscal years (or for such lesser period as
such applicant and its affiliates and any predecessors thereof shall have been in existence),
and similar information covering the period from the end of such person’s last fiscal year, if
such information is available. Such statements may be prepared on either an individual basis,
or, unless the commissioner otherwise requires, on a consolidated basis if such consolidated
statements are prepared in the usual course of business.

The annual financial statements of the applicant shall be accompanied by the
certificate of an independent public accountant to the effect that such statements present fairly
the financial position of the applicant and the results of its operations for the year then ended,
in conformity with generally accepted accounting principles or with requirements of insurance
or other accounting principles prescribed or permitted under law. If the applicant is an insurer
which is actively engaged in the business of insurance, the financial statements need not be
certified, provided they are based on the annual statement of such person filed with the
insurance department of the person's domiciliary state and are in accordance with the
requirements of insurance or other accounting principles prescribed or permitted under the
law and regulations of such state.
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(c) File as exhibits copies of all tender offers for, requests or invitations for, tenders of,
exchange offers for, and agreements to acquire or exchange any voting securities of the
insurer and (if distributed) of additional soliciting material relating thereto, any proposed
employment, consultation, advisory or management contracts concerning the insurer, annual
reports to the stockholders of the insurer and the applicant for the last two fiscal years, and
any additional documents or papers required by Form A or WAC 284-18-300 or 284-18-320.

Exhibits 13A-E and 14 contain the financial statements required in this Item 12:
= Annual Reports of Humana, containing Form 10-K and fully audited consolidated financial

statements of Humana and affiliates, for the years ending upon December 31, 2009 & 2010;
and
* Form 10-Q of Humana for the period ending June 30, 2011.

In addition, Exhibit 1 is a copy of the Merger Agreement, and Exhibit 2 provides a
summary thereof intended for readers’ convenience.

In connection with the Acquisition, there are no proposed employment, consultation,
advisory or management contracts concerning Arcadian Management or Arcadian Health Plan.

Humana hereby respectfully requests the Department’s approval to furnish these audited

and (for 2011) unaudited statements on a consolidated basis, the basis on which Humana

prepares, files with the SEC, and publishes them as public, reporting company.

COLUMBUS/807984.2



Exhibit List

Exhibit 1-A:

Exhibit 1-B:

Exhibit 2:

Exhibit 3:

Exhibit 4-A:

Exhibit 4-B:

Exhibit 5:
Exhibit 6:
Exhibit 7:

Exhibit 8:
Exhibit 9:
Exhibit 10:
Exhibit 11:

Exhibit 12:

Agreement and Plan of Merger dated as of August 24, 2011, by and among
Humana, Humsol, Arcadian Management, and Certain Stockholders of Arcadian
Management.

Disclosure Schedules to Merger Agreement.

Summary of Agreement and Plan of Merger (prepared and submitted for the
Department’s convenience)

Contact information for regulatory officials of various states for Form A filings.

Pre-Closing Organizational Chart showing the identities and interrelationships
among Humana and all its affiliates.

Pre-Closing Organizational Chart of Arcadian Management and its affiliates.

Post-Closing Organizational Chart of Humana showing the identities and
interrelationships among Humana and all its affiliates.

A list of Directors and Executive Officers of Humana and Biographical
Information for same.

A list of Directors and Executive Officers of Humsol and Biographical
Information for same.

Humsol Certificate of Incorporation.
Humsol Bylaws.

Humana Board of Director Resolutions.
Humsol Board of Director Resolutions.

Written Consent Action of Arcadian Management Shareholders.

Exhibit 13-A: Annual Report of Humana for the year ended December 31, 2006.

Exhibit 13-B

Exhibit 13-C

Exhibit 13-D

Exhibit 13-E
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: Annual Report of Humana for the year ended December 31, 2007.
: Annual Report of Humana for the year ended December 31, 2008.
: Annual Report of Humana for the year ended December 31, 2009.

: Annual Report of Humana for the year ended December 31, 2010.
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Exhibit 14:  Quarterly Report of Humana on Form 10-Q filed with the U.S. Securities and
Exchange Commission for the period ending June 30, 2011.
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SIGNATURE

Pursuant to the requirements of section 4, chapter 462, Laws of 1993, Humana Inc. has
caused this application to be duly signed on its behalf in the City of Louisville and the
Commonwealth of Kentucky on the &\ day of SQ@)ML e, 2011.

(SEAL)
R Humana Inc.

- o By X\MO%

Jolin O. Lenahan
Vice President & Corporate Secretary

Attest:

Qge‘ph C.\Vantura
As orporate Secretary

CERTIFICATION

The undersigned deposes and says that she has duly executed the attached application dated

whee 2, 2011 for and on behalf of Humana Inc.; that she is the Vice President &
Corporate Secretary of such company; and that she is authorized to execute and file such
instrument. Deponent further says that she is familiar with such instrument and the contents
thereof, and that the facts therein set forth are true to the best of her knowledge, information and

belief.
(Signature) \M D, w

J n O. Lenahan
Vice President & Corporate
Secretary







SIGNATURE

Pursuant to the requirements of section 4, chapter 462, Laws of 1993, Humsol, Inc. has
caused this application to be duly signed on its behalf in the City of Louisville and the
Commonwealth of Kentucky on the 3\ day of S’tp“\‘iw\\oe", 2011.

Humsol, Inc.

KR _ “ . V- MO w\w

Josh O. Lenahan
Vice President & Corporate Secretary

CERTIFICATION

The undersrgged deposes and says that she has duly executed the attached application dated

mbyec \ 2011 for and on behalf of Humsol, Inc.; that she is the Vice President &
Corporate Secretary of such company; and that she is authorized to execute and file such
instrument. Deponent further says that she is familiar with such instrument and the contents
thereof, and that the facts therein set forth are true to the best of her knowledge, information and

belief.

Joan O. Lenahan
Vice President & Corporate
Secretary
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AGREEMENT AND PLAN OF MERGER

THIS AGREEMENT AND PLAN OF MERGER (this "Agreement") is entered into as of
August 24, 2011, by and among Humana Inc., a Delaware corporation ("Parent”), Humsol. Inc.,
a Delaware corporation and a wholly-owned subsidiary of Parent ("Merger Sub"), Arcadian
Management Services, Inc., a Delaware corporation (the "Company"), and the stockholders of
the Company that are signatories hereto (each individually a "Stockholder Party" and collectively
the "Stockholder Parties").

RECITALS

A. Each Stockholder (as detined hereinafter) owns that number and type of shares of
the capital stock of the Company set tforth opposite such Stockholder's name on Exhibit A.

B. The parties hereto desire that Merger Sub merge with and into the Company, with
the Company being the surviving corporation, so that the separate existence of Merger Sub will
cease, and the Company will assume all assets and liabilities of Merger Sub and thereafter
continue as the surviving corporation on the terms and conditions set forth herein.

C. Each of the respective Boards of Directors of Parent, Merger Sub and the
Company has approved this Agreement and the merger on the terms and conditions set forth
herein.

D. The Company's board of directors has determined that the merger consideration
provided for herein is fair to the holders of the Company's capital stock, and has resolved to
recommend that the holders of the Company's capital stock approve the merger on the terms and
conditions set forth herein.

E. The Stockholder Parties, who collectively hold the requisite number of shares of
capital stock of the Company necessary to approve this Agreement and the merger on the terms
and conditions set forth herein, have approved this Agreement and the merger on the terms and
conditions set forth herein.

AGREEMENT

NOW, THEREFORE, in consideration of the premises and the mutual covenants and
agreements hereinatter set forth, the parties hereby agree as follows (capitalized terms shall have
the meanings ascribed to them in Sections 2.1 and Section 14, unless otherwise indicated):

Section |
THE MERGER

i1 The Merger. At the Effective Time and upon the terms and subject to the
conditions of this Agreement and in accordance with the DGCL, Merger Sub shall be merged
with and into the Company (the "Merger"). Following the Merger, the Company shall continue
as the surviving corporation (sometimes referred to herein as the "Surviving Corporation”) and
the separate corporate existence of Merger Sub shall cease.
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.2 Effective Time. At the Closing, Parent, Merger Sub and the Company shall duly
execute and cause to be duly tiled with the Secretary of State of the State of Delaware in
accordance with the DGCL a Certitficate of Merger (the "Certificate of Merger"). The Merger
shall be deemed effective at the time that such agreement and such certificates are duly filed with
the Delaware Secretary of State (the "Effective Time").

1.3 Effects of the Merger. The Merger shall have the etfects set forth in the DGCL.
Without limiting the generality of the foregoing and subject thereto, at the Effective Time, all the
properties, rights, privileges. powers and franchises ot the Company and Merger Sub shall vest
in the 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.

1.4 Certificate of Incorporation and Bylaws. The Certificate of Incorporation and the
Bylaws of Merger Sub in effect at the Effective Time shall be the Certificate of Incorporation
and Bylaws ot the Surviving Corporation.

1.5 Directors and Officers. The directors and officers of Merger Sub at the Effective
Time shall be the initial directors and officers of the Surviving Corporation, each to hold otfice
in accordance with the Certificate of Incorporation and Bylaws of the Surviving Corporation
until their resignation, removal or replacement.

1.6 Authorization to Act on behalf of Merger Sub and the Company. If, at any time
after the Etfective Time, the Surviving Corporation shall consider or be advised that any deeds,
bills of sale, assignments, assurances or any other actions or things are reasonably necessary or
desirable to vest, perfect or confirm of record or otherwise in the Surviving Corporation its right,
title or interest in, to or under any of the rights or assets of either Merger Sub or the Company
acquired or to be acquired by the Surviving Corporation as a result of, or in connection with, the
Merger or otherwise to carry out this Agreement, the officers of the Surviving Corporation shall
be authorized to execute and deliver, in the name and on behalf of each of Merger Sub and the
Company or otherwise, all such deeds, bills of sale, assignments and assurances and to take and
do, in such names and on such behalves or otherwise, all such other actions and things as may be
reasonably necessary or desirable to vest, perfect or confirm any and all right, title and interest
in, to and under such rights or assets in the Surviving Corporation or otherwise to carry out the
purposes of this Agreement.

Section 2
MERGER CONSIDERATION

2.1 Definitions. As used in this Agreement:

(a) "Base Purchase Price” means One Hundred Fifty Million Dollars
($150,000,000.00).
(b) "Closing Merger Consideration Per Share Balance" means the quotient of:

(i) the portion, if any, of the Total Closing Merger Consideration not payable to the holders of
the Series A Preferred Stock in respect of the Series A Liquidation Amount, the Series B
Preferred Stock in respect of the Series B Liquidation Amount, the Series B-1 Preferred Stock in
respect of the Series B-1 Liquidation Amount or the Series C Preferred Stock in respect of the
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Series C Liguidation Amount, and (ii) the total number of shares of Common Stock issued and
outstanding immediately prior to the Effective Time with shares of Series A Preferred Stock,
Series B Preferred Stock. Series B-1 Preferred Stock and Series C Preferred Stock treated tor this
purpose as if they had been converted into shares of Common Stock at the then-applicable
conversion rate in accordance with the Certificate of Incorporation of the Company (after giving
effect to any Warrants exercised betore the Effective Time).

(c) "Common Stock" means common stock of the Company, par value $0.001
per share.

(d) "Company Capital Stock" means shares of issued and outstanding Series
A Preferred Stock, Series B Preferred Stock, Series B-1 Preferred Stock, Series C Preferred
Stock or Common Stock.

(e) "Escrow Amount" means $25,500,000.

H "Per Share Merger Consideration” means an amount equal to the amount a
Stockholder would be entitled to receive pursuant to Section 2.2 when and if such amount is due.

(g) "Series A Liquidation Amount” means One Dollar ($1) plus all declared
and unpaid dividends on a share of Series A Preferred Stock.

(h) "Series B Liquidation Amount” means One Dollar and Ninety-Two and
One/Half Cents ($1.925) plus all declared and unpaid dividends on a share of Series B Preferred
Stock.

(1) "Series B-1 Liquidation Amount" means One Dollar ($1) plus all declared
and unpaid dividends on a share of Series B-1 Preferred Stock.

(}) Series C Liquidation Amount” means Ten Dollars and Seventy-Three and
Four/Tenths Cents ($10.734); plus all declared and unpaid dividends on a share of Series C
Preferred Stock; provided, however, that in the event that the amount payable per share of Series
C Preferred Stock pursuant to Section 2.2(a)(iv)(D) exceeds Twenty-One Dollars and Forty-Six
and Eight/Tenths Cents ($21.468). then the "Series C Liquidation Amount" shall be deemed to
be Seven Dollars and Fifteen and Six/Tenths Cents ($7.156).

k) "Series A Preferred Stock” means Series A Preferred Stock of the
Company, par value $0.001 per share.

)} "Series B Preferred Stock" means Series B Preferred Stock of the
Company, par value $0.001 per share.

(m) "Series B-1 Preferred Stock” means Series B-1 Preferred Stock of the
Company, par value $0.001 per share.

(n) "Series C_Preferred Stock" means Series C Preferred Stock of the
Company, par value $0.001 per share.
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(0) "Stockholder” means a holder of shares of Company Capital Stock.

(p) "Total Closing Merger Consideration" means the result of: the Base
Purchase Price plus or minus, as applicable. the Estimated Value Surplus or the Estimated Value
Deficiency, less the Escrow Amount, less the payments made pursuant to Sections 3.2(b)(vi) and

3.2(b)(vii).

2.2 Conversion. On the terms and subject to the conditions of this Agreement, at the
Effective Time (or such other time as specified herein):

(a) each share of Company Capital Stock issued and outstanding immediately
prior to the Effective Time shall by virtue of the Merger be converted into the right to receive:

(i) the Closing Merger Consideration Per Share Balance,

(i) the amount, if any, to be paid pursuant to Section 4.3(b) with
respect to the Excess Value Adjustment Amount,

(ii))  the amount, if any, to be paid pursuant to Section 2.4 with respect
to the Escrow Amount, plus

(iv)  in the case of shares of the Company's Preferred Stock:

(A) in the case of shares of Series A Preferred Stock. the
Series A Liquidation Amount;

(B) in the case of shares of Series B Preferred Stock. the
Series B Liquidation Amount;

) in the case of shares of Series B-1 Preferred Stock the
Series B-1 Liquidation Amount; and

(D) in the case of shares of Series C Preferred Stock, the
Series C Liquidation Amount; and

(b) each issued and outstanding share of common stock ot Merger Sub shall
by virtue of the Merger be converted into and become one (1) share of common stock of the

Surviving Corporation.

2.3 Payment of Merger Consideration.

(a) Paving Agent. American Stock Transfer & Trust Company, LLC shall act
as paying agent (the "Paying Agent") for the payment of the Per Share Merger Consideration
upon surrender of certificates representing shares of Company Capital Stock (the "Certificates"”).
Parent shall take all steps necessary to enable and cause the Surviving Corporation to provide to
the Paying Agent on a timely basis, as and when needed after the Effective Time, all of the cash
necessary to pay for the shares of Company Capital Stock (such cash being hereinatter referred
to as the "Exchange Fund").
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(b) Exchange Procedure. As soon as reasonably practicable after the
Effective Time. the Paying Agent shall mail to each holder of record of a Certificate that
immediately prior to the Effective Time represented outstanding shares of Company Capital
Stock whose shares were converted into the right to receive the Per Share Merger Consideration:
(1) 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 delivery of the Certificates to the Paying Agent and
shall be in such form and have such other provisions as Parent and the Company may reasonably
specify) and (ii) instructions for use in etfecting the surrender of the Certificates in exchange for
the Per Share Merger Consideration. Upon surrender of a Certificate for cancellation to the
Paying Agent or to such other agent or agents as may be appointed by Parent, together with such
letter of transmittal. duly executed, and such other documents as may reasonably be required by
the Paying Agent, the holder of such Certificate shall be entitled to receive in exchange therefor
the Per Share Merger Consideration on the terms and subject to the conditions otherwise set forth
herein. and the Certificate so surrendered shall forthwith be canceled. In the event of a transfer
of ownership of shares o Company Capital Stock that is not registered in the transfer records of
the Company, payment may be made to a person other than the person in whose name the
Certificate so surrendered is registered, if such Certificate shall be properly endorsed or
otherwise be in proper form for transfer and the person requesting such payment shall pay any
transfer or other taxes required by reason of the payment to a person other than the registered
holder of such Certificate or establish to the satisfaction of Parent that such tax has been paid or
is not applicable. Until surrendered as contemplated by this Section 2.3, each Certificate shall be
deemed at any time after the Effective Time to represent only the right to receive upon such
surrender the amount of cash, without interest, into which the shares of Company Capital Stock
theretofore represented by such Certificate have been converted pursuant to Section 2.2. No
interest shall be paid or accrue on the cash payable upon surrender of any Certificate.

(c) No Further Ownership Rights in Shares of Company Capital Stock. The
Per Share Merger Consideration paid in accordance with the terms of this Section 2 upon
conversion of any shares of Company Capital Stock shall be deemed to have been paid in full
satisfaction of all rights pertaining to such shares of Company Capital Stock, and after the
Effective Time there shall be no further registration of transters on the stock transfer books ot the
Surviving Corporation of shares of Company Capital Stock that were outstanding immediately
prior to the Effective Time. If, after the Effective Time, any Certificates formerly representing
shares of Company Capital Stock are presented to the Surviving Corporation or the Paying Agent
for any reason, they shall be canceled and exchanged as provided in this Section 2.

(d) Termination of Exchange Fund. Any portion of the Exchange Fund that
remains undistributed to the holders of Company Capital Stock for twenty-tour (24) months after
the Effective Time shall be delivered to Parent, upon demand, and any holder of Company
Capital Stock who has not theretofore complied with this Section 2 shall thereatter look only to
Parent for payment of its claim for Per Share Merger Consideration.

(e) No Liabiliry. None of Parent, Merger Sub, the Company or the Paying
Agent shall be liable to any person in respect of any cash from the Exchange Fund delivered to a
public official pursuant to any applicable abandoned property, escheat or similar Applicable
Law. If any Certificate has not been surrendered prior to five (5) years after the Effective Time
(or immediately prior to such earlier date on which the Per Share Merger Consideration in
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respect of such Certificate would otherwise escheat to or become the property of any
Governmental Authority), then any such shares, cash, dividends or distributions in respect of
such Certificate shall, to the extent permitted by Applicable Law, become the property of the
Surviving Corporation, free and clear of all claims or interest of any person previously entitled
thereto.

2.4 Escrow Agreement; Escrow Amount Payments. On or prior to the Closing Date,
Parent, the Stockholder Representative and American Stock Transfer & Trust Company, LLC
(the "Escrow Agent") shall enter into an Escrow Agreement substantially in the form of
Exhibit B hereto (the "Escrow Agreement”), providing for the establishment of an escrow
account (the "Escrow Account") with the Escrow Agent which will be allocated to the resolution -
of Closing Value adjustments pursuant to Section4.3(a) and the determination of any
Stockholder Party indemnification obligations under Section 12. At the Closing, Parent shall
deposit into the Escrow Account the Escrow Amount. The Escrow Amount shall be held,
invested and disbursed in accordance with the terms, conditions and provisions of the Escrow
Agreement. The Escrow Amount, plus any interest or other eamnings earmed on the Escrow
Amount in the Escrow Account is referred to herein as the "Escrow Funds." On the later ot the
fifteen (15) month anniversary of the Effective Date and (b) the second (2nd) Business Day
following the date that the Closing Value is finally determined pursuant to Section 4 hereof (the
"First Escrow Payment Date"), the Escrow Agent shall release to the Stockholders (in proportion
to each Stockholder's Proportionate Share unless otherwise directed by the Stockholder
Representative) an amount equal to (x) $3.500,000 plus any interest or other earnings earned on
the Escrow Amount minus (y) any amounts previously deducted from the Escrow Funds to cover
claims made by Parent Indemnitees pursuant to Section 4.3 or Section 11.2 minus (z) the amount
of any then-outstanding claims made in good faith by Parent Indemnitees pursuant to Section 4.3
or_Section 11.2. On the date that is eighteen (18) months after the Effective Date (the "Second
Escrow Payment Date"), the Escrow Agent shall distribute to the Stockholders (in proportion to
each Stockholder's Proportionate Share unless otherwise directed by the Stockholder
Representative) an amount equal to (A) $9.500,000 plus any interest or other earnings earned on
the Escrow Amount minus (B) any amounts previously deducted (following the First Escrow
Release Date) trom the Escrow Funds to cover claims made by Parent Indemnitees pursuant to
Section 4.3 or Section | 1.2 minus (C) the amount of any then-outstanding claims made in good
faith by Parent Indemnitees (following the First Escrow Release Date) pursuant to Section 4.3 or
Section 11.2. On the date that is twenty-four (24) months after the Effective Date (the "Third
Escrow Payment Date"), the Escrow Agent shall distribute to the Stockholders (in proportion to
each Stockholder's Proportionate Share unless otherwise directed by the Stockholder
Representative) an amount equal to (A) $9,500.000 plus any interest or other earnings earned on
the Escrow Amount minus (B) any amounts previously deducted (following the Second Escrow
Release Date) from the Escrow Funds to cover claims made by Parent Indemnitees pursuant to
Section 4.3 or Section | 1.2 minus (C) the amount of any then-outstanding claims made in good
faith by Parent Indemnitees (following the Second Escrow Release Date) pursuant to Section 4.3
or Section 11.2. On the date that is thirty-six (36) months after the Effective Date. the Escrow
Agent shall distribute to the Stockholders (in proportion to each Stockholder's Proportionate
Share unless otherwise directed by the Stockholder Representative) an amount equal to the then-
remaining balance of the Escrow Funds, less the amount of any then-outstanding claims made in
good faith by Parent [ndemnitees pursuant to Section 4.3 or Section 11.2, to each Stockholder in
proportion to each Stockholder's Proportionate Share unless otherwise directed by the
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Stockholder Representative. To the extent that any portion of the Escrow Funds are not released
at either Escrow Payment Date because it is subject to claims pending at such Escrow Payment
Date, such remaining Escrow Funds shall be disbursed by the Escrow Agent to the Stockholders
(in accordance with the mechanics set forth in this Section) to the extent, and at such time as, the
claim 1s finally resolved in favor of the Stockholders. In the event of any disagreement between
Parent and the Stockholder Representative regarding the dollar amount ot the Closing Value
adjustment or the Stockholders' indemnification obligations, Parent and the Stockholder
Representative shall submit such dispute to an independent accounting firm of national standing,
as mutually selected by Parent and the Stockholder Representative (or if Parent and the
Stockholder Representative cannot agree, by mutual agreement of the independent accounting
firms of national standing selected by each of Parent and the Stockholder Representative) (the
"Arbitrator™) for resolution pursuant to Section 4.2 (in the case of a disagreement relating to the
Closing Value adjustment) or to arbitration pursuant to Section 13.8 of this Agreement in all
other cases. The Escrow Agent's fees shall be paid by Parent.

2.5  Warrants. Before the Closing Date, the Company shall take such actions
(including, without limitation. entering into appropriate agreements with the holders of the
Warrants) as are reasonably required to provide that before the Closing, each Warrant will either
be exercised in accordance with the terms thereof (and converted, at the Effective Time, into the
right to receive the Per Share Merger Consideration) or terminated. The Company will take all
reasonable actions to terminate the Warrants as of the Effective Time, all in a manner so that the
Surviving Corporation will have no payment, share issuance or other liability in respect thereot.
The Company shall also take all actions necessary to ensure that before the Closing Date the
Arcadian Management Services, Inc. 2007 Equity Incentive Plan is terminated and that no
Warrants or other awards, whether or not then exercisable, are outstanding thereunder.

2.6 Stock Books; Ongoing Rights. Immediately prior to the Closing Date, the stock
transter books of the Company shall be closed and thereafter there shall be no further registration
of transfers of shares of Company Capital Stock on the records of the Company. From and after
the Closing Date, the holders of Certificates representing shares of Company Capital Stock
outstanding immediately prior to the Closing Date shall cease to have any rights with respect to
such shares of Company Capital Stock except as otherwise provided for herein.

27  Dissenting Rights. Notwithstanding anything in this Agreement to the contrary,
shares of Company Capital Stock that are outstanding immediately prior to the Effective Time
and that are held by any person who is entitled to demand and properly demands payment of the
tair value of such shares ("Dissent Shares") pursuant to, and who complies in all respects with.
Section 262 of the DGCL {"Section 262") shall not be converted into a right to receive
consideration hereunder, but rather the holders of Dissent Shares shall be entitled to payment of
the fair market value of such Dissent Shares in accordance with Section 262; provided, however,
that if any such holder shall fail to perfect or otherwise shall waive, withdraw or lose the right to
receive payment of fair market value under Section 262, then the right of such holder to be paid
the fair value of such holder's Dissent Shares shall cease and such Dissent Shares shall be
deemed to have been converted as of the Effective Time into, and to have become exchangeable
solely for the right to receive a portion of the Total Closing Merger Consideration, the Excess
Value Adjustment Amount (if any) and the amount, if any, to be paid pursuant to Section 2.4
with respect to the Escrow Amount in accordance with the terms of this Agreement. The
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Company shall serve reasonably prompt notice to Parent of any demands received by the
Company for appraisal of any shares of Company Capital Stock, and Parent shall have the right
to participate in all negotiations and proceedings with respect to such demands. Prior to the
Closing, the Company will not voluntarily make any payment with respect to any demands made
under Section 262 and will not, except with Parent's prior written consent (not to be
unreasonably withheld, delayed or conditioned), settle or offer to settle any such demands; it
being agreed that following the Closing the Surviving Corporation, with the Stockholder
Representative's prior written consent, will have the exclusive right to make any payments with
respect to any such demands, and to settle or offer to settle any such demands. As soon as
possible after the date hereof. the Company will provide to its Stockholders all notices required
by Section 262 concerning the rights of the Stockholders to exercise dissenters' rights under
Section 262 with respect to the Merger.

2.3  Withholding Rights. Each of the Surviving Corporation and Parent shall be
entitled to deduct and withhold from the consideration otherwise payable to any Person pursuant
to this Agreement such amounts as it is required to deduct and withhold with respect to the
making ot such payment under any provision of federal, state, local or foreign law relating to
Taxes. To the extent that amounts are so withheld by the Surviving Corporation or Parent, as the
case may be, such withheld amounts shall be treated for all purposes of this Agreement as having
been paid to the holder of the shares of Company Capital Stock in respect of which such
deduction and withholding was made by the Surviving Corporation or Parent. as the case may
be.

29  Lost Certificates. If any Certificate representing shares ot Company Capital
Stock outstanding immediately prior to the Effective Time 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 an agreement to indemnify against any claim that shall be made
against the Surviving Corporation or Parent with respect to such Certificate, Parent will deliver
in exchange for such lost, stolen or destroyed Certificate the consideration to be paid in respect
of the shares of Company Capital Stock represented by such Certificate as contemplated by this
Section 2.

Section 3
CLOSING

3.1 Closing of the Merger. The closing of the Transactions (the "Closing") shall take
place at 10:00 a.m. on the third (3") business day after all of the conditions to the respective
obligations of the parties hereto set forth in Sections 10.1, 10.2 and 10.3 shall have been satisfied
or waived, or at such other time and date as Parent and the Company shall mutually agree. The
date on which the Closing actually occurs is referred to as the "Closing Date." The Closing shall
take place at the offices of Sheppard, Mullin, Richter & Hampton LLP, 333 South Hope Street,
43" Floor, Los Angeles, California 90071. The Closing shall be deemed effective as of 11:59
p.m. Los Angeles time on the Closing Date.

3.2 Closing Actions.

W02-WEST: 1SWC 1140383528582 -8-



(a) At the Closing, the Company and the Stockholder Parties shall execute
and deliver, or cause to be executed and delivered, to Parent:

(1) a counterpart to the Certificate of Merger, duly executed by the
Company:

(i) a counterpart to the Escrow Agreement, duly executed by the
Stockholder Representative;

(i1)  a certificate, dated the Closing Date, in form and substance
reasonably satisfactory to Parent, duly executed by an officer of the Company certifying:
(A) the authenticity and effectiveness of the actions of the Board of Directors of the
Company authorizing the execution and delivery of this Agreement and the Ancillary
Agreements, (B) the authenticity and effectiveness of the actions of the Stockholders
authorizing the execution and delivery of this Agreement and the Ancillary Agreements,
in the form attached hereto as Exhibit C, executed by the requisite number of
Stockholders in accordance with the Company's Certificate of Incorporation and the
DGCL, (C) that the Company properly provided to the Stockholders all notices, if any,
required by Section 262 and the Company's Bylaws concerning the rights of the
Stockholders to exercise dissenters' rights thereunder with respect to the Merger and that
the period for exercising such dissenters’ rights in accordance therewith has expired or
been validly waived, (D) the Certificate of Incorporation of the Company and (E) the
Bylaws of the Company;

(iv)  a certificate, dated the Closing Date, in form and substance
reasonably satisfactory to Parent, duly executed by the Stockholder Representative,
certifying that the conditions set forth in Sections 10.3(a) through 10.3(d) have been fully
satisfied;

(v) fully executed copies of all registrations, filings, applications,
notices, consents, approvals, orders, qualifications and waivers listed on
Schedule 3.2(a)(v), in form and substance reasonably satistactory to Parent;

(vi)  executed resignations, in form and substance reasonably
satisfactory to Parent, from the officers and directors of the Company and the Company
Subsidiaries as Parent may direct prior to the Closing;

(vii) evidence, in form and substance reasonably satisfactory to Parent
evidencing the repayment, discharge and satisfaction in full of all Indebtedness and
Transaction Expenses of the Company (and the release of all Encumbrances relating
thereto);

(viii) evidence, in form and substance reasonably satisfactory to Parent,
that: (A) all Warrants have either been terminated or exercised, and (B) all agreements
among or between any of the Stockholders and/or the Company relating to Company
Capital Stock, including, without limitation, the Investor Rights Agreement, have been
terminated, in each case in a manner so that the Surviving Corporation will have no
payment, share issuance or other liability in respect thereof;,
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(ix)  an updated Exhibit A which shall identify, with respect to each
Stockholder, the number and class of shares of Company Capital Stock held by such
Stockholder immediately prior to the Effective Time, such Stockholder's Pro Rata Share
as of the Closing and such Stockholder's Proportionate Share;

(x) an affidavit that complies with Treasury Regulations
Section 1.897-2(h) to the etfect that the none of the Company Capital Stock is a "United
States real property interest” as defined in Section 897(c) of the IRC; and

(xi)  such other documents as Parent or Merger Sub may reasonably
request for the purpose of consummating the Transactions.

(b) At the Closing, Parent and Merger Sub shall execute and deliver. or cause
to be executed and delivered to the Stockholder Representative (or such other Person as noted):

(1) a counterpart to the Certificate of Merger, duly executed by Parent
and Merger Sub, and confirmation of the filing thereof together with the executed copy of
this Agreement with the Secretary of State of the State of Delaware;

(ii) a counterpart to the Escrow Agreement, duly executed by Parent
and the Escrow Agent;

(iii)  a certificate, dated the Closing Date, in form and substance
reasonably satisfactory to the Stockholder Representative, executed by an officer of
Parent and Merger Sub, certifying: (A) the authenticity and effectiveness of the actions of
the Board of Directors of Parent and Merger Sub authorizing the execution and delivery
of this Agreement and the Ancillary Agreements, (B) the Certificate of Incorporation of
Parent and Merger Sub and (C) the Bylaws of Parent and Merger Sub;

(iv)  a certificate, dated the Closing Date, in form and substance
reasonably satisfactory to the Stockholder Representative, duly executed by Parent and
Merger Sub. certifying that the conditions set forth in Sections 10.3(a) and 10.3(b) have
been fully satisfied:

(v) payment of the Escrow Amount to the Escrow Agent by wire
transfer of immediately available funds;

(vi)  payment to the lenders on Schedule 3.2(b)(vi) on behalf of the
Company in the amount of the Company's outstanding Indebtedness as of the Closing
with such parties by wire transfer of immediately available funds;

(vil)  payment of One Million Dollars ($1,000,000) by wire transfer of
immediately available funds to a segregated account designated by the Stockholder
Representative for the sole purpose of performing the Stockholder Representative's duties
hereunder;

(viti) such other documents as the Stockholder Representative may
reasonably request for the purpose of consummating the Transactions.
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Section 4
MERGER CONSIDERATION ADJUSTMENT

4.1 Estimated Closing Value Statement. On or before a date not less than two (2)
business days prior to the Closing Date, the Company shall prepare and deliver to Parent a
statement (the "Estimated Closing Value Statement™) of the Company's good faith estimate of
(a) the Working Capital of the Company (on an unconsolidated basis) and (b) the Statutory
Reserve of each of the Company Subsidiaries, in each case of (a) and (b), as of the Closing (the
aggregate of (a) and (b) the "Estimated Value"); provided, however, that for purposes of
calculating Estimated Value, the Statutory Reserve of Arcadian Health Plan, [nc. shall be
reduced by 60% of the Statutory Reserve of Arkansas Community Care, Inc. With respect to the
Working Capital of the Company, the current assets and current liabilities reflected on the
Estimated Closing Value Statement shall be defined and prepared in accordance with GAAP
without financial statement footnotes on a basis consistent (to the extent consistent with GAAP)
with the Company Financial Statements. The amount, if any, by which the Estimated Value
exceeds the Reference Value, is referred to herein as the "Estimated Value Surplus.” The
amount, if any, by which the Estimated Value is less than the Reference Value is referred to
herein as the "Estimated Value Deficiency.” The Company shall provide Parent with such
supporting information used in the preparation of the Estimated Closing Value Statement as
Parent may reasonably request. For purposes of calculating the Statutory Reserve of a Company
Subsidiary, any overstatement or understatement of the Statutory Reserve of such Company
Subsidiary that is attributable to an understatement or overstatement (respectively) of the unpaid
loss reserves of such Company Subsidiary shall be deemed to adjust the Estimated Closing Value
only on a Tax-adjusted basis. For purposes of illustrating how "Tax-adjusted basis” will be
determined, if (1) the Statutory Reserve for a Company Subsidiary is determined to be $100
pursuant to the adjustment mechanism in Sections 4.1 and 4.2, (ii) the Target Statutory Reserve
on Exhibit D for such Company Subsidiary is $90, and (iii) the increase in the Statutory Reserve
for such Company Subsidiary results from a reduction in unpaid loss reserves (due to reserves
exceeding claims) in an amount of $10, then the reduction in unpaid loss reserves would result in
$3.50 (310 x 35% federal tax rate) of federal income taxes, so the increase to the Estimated
Value or Closing Value in respect of such Company Subsidiary pursuant to Section 4.1 or 4.2
would be $6.50.

4.2 Closing Value Statement. Not later than October 31, 2012, Parent shall deliver to
the Stockholder Representative a statement (the "Closing Value Statement") setting forth Parent's
proposed determination of (a) the Working Capital of the Company (on an unconsolidated basis)
and (b) the Statutory Reserve of each of the Company Subsidiaries, in each case of (a) and (b), as
of the Closing (the aggregate of (a) and (b) as finally determined in accordance with this
Section 4.2, the "Closing Value"): provided, however, that for purposes of calculating Closing
Value, the Statutory Reserve of Arcadian Health Plan, Inc. shall be reduced by 60% of the
Statutory Reserve of Arkansas Community Care, Inc. With respect to the Working Capital of the
Company, the current assets and current liabilities reflected on the Closing Value Statement shall
be defined and prepared in accordance with GAAP without financial statement footnotes on a
basis consistent (to the extent consistent with GAAP) with the Company Financial Statements;
provided, however, that Closing Value will not include any changes in assets or liabilities as a
result of purchase accounting adjustments arising from or resulting as a consequence of the
Transactions. With respect to the Statutory Reserves of the Company Subsidiaries reflected on
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the Closing Value Statement: (i) the Statutory Reserves as of the Closing shall reflect any
Federal Reconciliation Adjustments that are made on or prior to September 30, 2012; provided,
that any overstatement or understatement of the Statutory Reserve of a Company Subsidiary that
is attributable to an understatement or overstatement (respectively) of the unpaid loss reserves of
such Company Subsidiary shall be deemed to adjust the Closing Value only on a Tax-adjusted
basis; and (ii) the Medical Claims Reserve included in the determination of the Statutory
Reserves of each of the Company Subsidiaries for purposes ot the Closing Value Statement shall
be equal to the aggregate dollar amount of: (X) the total amount of Medical and Pharmacy
Claims incurred prior to the Closing which are paid following the Closing but on or prior to
September 30, 2012, (Y)all recoveries and repayments of Medical and Pharmacy Claims
incurred and paid prior to the Closing which are applied, credited, offset or received after the
Closing but prior to September 30, 2012 (including repayments or recoveries received or due for
overpayments, from reinsurance and stop-loss coverage, subrogation and coordination of
benefits), and (Z) a good faith estimate of all Medical and Pharmacy Claims incurred prior to the
Closing which have not been paid prior to September 30, 2012. For the avoidance of doubt, the
Closing Value Statement delivered by Parent to the Stockholder Representative shall be final,
binding and conclusive unless the Stockholder Representative, within thirty (30) days after
delivery to the Stockholder Representative of the Closing Value Statement, notifies Parent in
writing that the Stockholder Representative disputes any of the amounts set forth therein,
specitying the nature of the dispute and the basis theretor. The parties shall in good faith attempt
to resolve any dispute and, if the parties so resolve all disputes, the Closing Value Statement, as
amended to the extent necessary to reflect the resolution of the dispute, shall be final. binding
and conclusive. If the parties do not reach agreement in resolving the dispute within ten (10)
business days after notice is given by the Stockholder Representative to Parent pursuant to the
second preceding sentence, then the Arbitrator shall be engaged by the Parent and the
Stockholder Representative to perform a review of the Closing Value Statement. Parent and the
Stockholder Representative each shall be permitted to present a supporting brief to the Arbitrator
(which supporting brief shall also be concurrently provided to the other party) within thirty (30)
days of the appointment thereot. Within twenty (20) days of receipt of a supporting briet, the
receiving party may present a responsive brief to the Arbitrator (which responsive brief shall also
be concurrently provided to the other party). The Arbitrator shall make its determination based
exclusively on presentations and supporting material provided by the parties and not pursuant to
any independent review. Conclusions shall be determined by the Arbitrator within thirty (30)
days following delivery of the last brief timely submitted and shall be tinal, binding and
conclusive as to such matters (other than with respect to manifest mathematical errors); provided,
however, that the Arbitrator shall select either the position of Parent or the Stockholder
Representative as a resolution for each item or amount disputed and may not impose an
alternative resolution with respect to any item or amount disputed and must resolve the matter in
accordance with the terms and provisions of this Agreement. Parent or the Stockholder
Representative will share equally the incurred fees and expenses of such review and all other
costs incurred, including the reasonable fees and expense incurred from the engagement of the
Arbitrator for services related to Section 2.4 and this Section.

4.3 Closing Value Adjustments.
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(a) It the Closing Value as finally determined in accordance with this
Section 4 is less than the Estimated Value, then Purent shall be entitled to a prompt distribution
from the Escrow Amount in the amount of such deficiency.

(b) It the Closing Value as finally determined in accordance with this
Section 4 1s more than the Estimated Value (such excess, the "Excess Value Adjustment
Amount"), then, subject to the other terms and conditions of this Agreement, Parent shall pay (or
cause to be paid) to each Stockholder such Stockholder's Proportionate Share (uniess otherwise
directed by the Stockholder Representative) of the Excess Value Adjustment Amount within
three (3) business days of the tinal determination of the Closing Value.

Section 5
REPRESENTATIONS AND WARRANTIES OF THE COMPANY

The Company hereby represents and warrants to Parent and Merger Sub that, except as
set forth in the Disclosure Schedules, the statements contained in this Section 5 are true and
correct on the date hereot and shall be true and correct on the Closing Date as’'if made thereon
(other than representations and warranties which recite that they are only made as of a specific
date, in which case they shall be true and correct as of such date).

5.1 Organization and Standing.

(a) The Company: (i) is a corporation duly organized, validly existing and in
good standing under the laws of the State of Delaware; (ii) has all necessary corporate power and
corporate authority to carry on its business as it is now being conducted, and to own or use the
properties and assets that it purports to own or use, and (iii) is duly qualified as a foreign entity in
good standing under the laws of each jurisdiction where the character of its properties owned or
leased or the nature of its activities make such qualification necessary (except where failure to be
so qualified would not have a Material Adverse Effect).

(b) Each Company Subsidiary: (i)is a corporation duly organized, validly
existing and in good standing under the laws of the state of its organization (as such state is
indicated in the definition of "Company Subsidiaries"); (ii) has all necessary corporate power and
corporate authority to carry on its business as it is now being conducted, and to own or use the
properties and assets that it purports to own or use, and (iii) is duly qualified as a foreign entity in
good standing under the laws of each jurisdiction where the character of its properties owned or
leased or the nature of its activities make such qualification necessary (except where failure to be
so qualified would not have a Material Adverse Effect).

52 Authority and Enforceability.

(a) The Company has all requisite corporate power and authority, and has
taken all corporate action necessary, to execute and deliver this Agreement and each Ancillary
Agreement to which it is a party and to perform its obligations hereunder and thereunder and to
consummate the Transactions. This Agreement has been, and each Ancillary Agreement to
which it is a party will be prior to the Closing, duly authorized, executed and delivered by the
Company, and (assuming the due authorization, execution and delivery by Parent and Merger
Sub) this Agreement constitutes, and each such Ancillary Agreement when so executed and
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delivered will constitute, the legal. valid and binding obligations of the Company, enforceable
against the Company in accordance with their terms, subject to bankruptcy, insolvency,
reorganization. moratorium and similar laws of general application relating to or affecting
creditors' rights and to general equity principles (the "Remedies Exceptions”). The Board of
Directors of the Company, by unanimous written consent of the directors, and the Stockholder
Parties, by written consent, have (i) determined that this Agreement and each Ancillary
Agreement to which the Company is a party and the Transactions are advisable. tair to and in the
best interests of the Company's stockholders, and (ii) approved this Agreement, each Ancillary
Agreement to which the Company is a party and the Transactions. No further vote of the holders
of any capital stock of the Company is necessary to adopt this Agreement, each Ancillary
Agreement to which the Company is a party or to approve the Transactions and the
consummation thereof.

{b) Each Stockholder Party has all requisite power and authority (including
any entity power and authority if such Stockholder Party is an entity and all authority under
Applicable Laws relating to community property, it such Stockholder is an individual), and has
taken all action necessary, to execute and deliver this Agreement and each Ancillary Agreement
to which it is a party and to perform its obligations hereunder and thereunder and to consummate
the Transactions. This Agreement has been, and each Ancillary Agreement to which a
Stockholder Party is a party will be prior to the Closing, duly authorized, executed and delivered
by such Stockholder Party, and (assuming the due authorization, execution and delivery by
Parent and Merger Sub) this Agreement constitutes, and each Ancillary Agreement to which a
Stockholder Party is a party when so executed and delivered will constitute, the legal, valid and
binding obligations of such Stockholder Party, enforceable against such Stockholder Party in
accordance with their terms, subject to the Remedies Exceptions.

5.3 No Violation of Law or Agreements.

(a) Except as set forth in Schedule 5.3(a), the execution and delivery by the
Company and the Stockholder Parties of this Agreement and each Ancillary Agreement, and the
performance by it of any actions contemplated hereunder or thereunder, does not and will not,
directly or indirectly (with or without notice or lapse of time):

(1) Conflict with or violate: (A) any provision of the Certificate of
Incorporation or Bylaws of the Company or any of the Company Subsidiaries or (B) any
resolution adopted by the Company's Board of Directors or the stockholders of the
Company;

(i1) Contlict with, violate, result in a breach of, result in the
acceleration of obligations, loss of benefit or increase in Liabilities, create in any party
the right to terminate, cancel or modify, or cause a material default (with or without due
notice or lapse of time or both) under: (A) any provision of Applicable Law relating to
the Company or any Company Subsidiary; (B) any provision of any order, arbitration
award, judgment or decree to which the Company or a Company Subsidiary or any of its
or their properties are subject; or (C)any provision of any Contract to which the
Company or a Company Subsidiary is bound; except, in the case of clauses (A) through
(C) above, as either individually or in the aggregate, are immaterial;
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(1i1) Cuuse; any of the assets of the Company or the Company

Subsidiaries to become subject to an Encumbrance;

(iv)  Violate, conflict with, result in a breach of any provision of, or
require redemption or repurchase or otherwise require the purchase or sale of any
securities, constitute a default (or an event which, with notice or lapse of time, or both,
would constitute a default) under, result in the termination of or a right of termination or
cancellation under, accelerate the performance required by, or result in the creation of
any Encumbrance upon the Company Capital Stock or the capital stock of any of the
Company Subsidiaries; or

(v) Require a registration, filing, application, notice, consent,
approval, order, qualification or waiver with, to or from any Governmental Authority on
the part of the Company or a Company Subsidiary other than compliance with and filings
under the HSR Act.

5.4 Capitalization; Corporate Records.

(a) The total authorized capital stock of the Company consists of 10,000,000
shares of Common Stock, 850,000 shares of Series A Preferred Stock, 1,620,800 shares of
Series B Preferred Stock, 450,000 shares of Series B-1 Preferred Stock and 2,725,000 shares of
Series C Preferred stock. As of the date hereof, 3,028,493 shares of Common Stock, 735.000
shares of Series A Preferred Stock, 893,506 shares of Series B Preferred Stock, 450,000 shares
of Series B-1 Preferred Stock and 2,693,544 shares of Series C Preferred Stock are issued and
outstanding. All issued and outstanding shares of Company Capital Stock are duly authorized,
validly issued, fully paid and nonassessable. There are no obligations, contingent or otherwise,
of the Company to repurchase. redeem or otherwise acquire any of its shares of capital stock.

(b) Schedule 5.4(b) sets forth the following information with respect to each
issued and outstanding Warrant, if applicable: (i) the date of issuance; (ii) the holder; (iii) the
number of shares of Company Capital Stock that may be purchased upon exercise: and (iv) the
per share exercise price. The Company has made available to Parent a true and complete copy of
each agreement governing the Warrants. Except as set forth in this Section 5.4(b), there are no
authorized or outstanding Other Securities of the Company.

(©) The Stockholders own the shares of Company Capital Stock set torth
opposite their names on Exhibit A free and clear of all Encumbrances (other than securities law
restrictions of general applicability and Permitted Encumbrances). Except as set forth on
Schedule 5.4(c), there are no unexpired agreements among or between any of the Stockholders
and/or the Company relating to capital stock of the Company.

(d) Except for the Company Subsidiaries, the Company does not control,
directly or indirectly, or have any direct or indirect equity participation, joint venture or similar
interest in, any Subsidiary or any other corporation, association, or other business entity. The
authorized and issued and outstanding shares of capital stock of each of the Company
Subsidiaries is set forth on Schedule 5.4(b), all of which shares issued and outstanding are owned
beneficially and of record by the Company free and clear of all Encumbrances (other than
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securities law restrictions of general applicability and Permitted Encumbrances). All issued and
outstanding shares of capital stock of the Company Subsidiaries are duly authorized, validly
issued, fully paid and nonassessable. Except as set forth on Schedule 5.4(b), there are no Other
Securities of the Company Subsidiaries.

(e) The Company has made available to Parent true and complete copies of
the Certificate of Incorporation and Bylaws or equivalent documents of the Company and the
Company Subsidiaries as in effect on the date hereof. The minute books of the Company and the
Company Subsidiaries, which have been made available to Parent, accurately reflect in all
material respects all actions taken at all meetings and consents in lieu of meetings of their
stockholders, and all actions taken at all meetings and consents in lieu of meetings of their board
of directors and all committees. The Company has made available to Parent a true and complete
copy of the stock ledger ot the Company and each Company Subsidiary.

5.5 Financial Statements. The Company has delivered to Parent: (a) true and
complete copies of the Company's audited consolidated balance sheet dated December 31, 2010,
including the notes thereto. and the related audited consolidated statements of operations,
stockholders' equity and cash tlows for the fiscal year then ended (collectively, the "Company
Year-End Financial Statements"); and (b) true and complete copies of the Company's unaudited
consolidated inteim balance sheet (the "Company Interim Balance Sheet") dated June 30, 2011
(the "Company Interim Balance Sheet Date”) and the related unaudited consolidated statements
of operations, stockholders' equity and cash tlows for the four (4)-month period ended on the
Company Interim Balance Sheet Date (the "Company [nterim Financial Statements,” and,
together with the Company Year-End Financial Statements, the "Company Financial
Statements”). The Company Financial Statements: (x) have been prepared in accordance with
GAAP; and (y) fairly and accurately present in all material respects the assets, liabilities
(including all reserves) and tinancial position of the Company and the Company Subsidiaries as
of the dates thereof and the results of operations, changes in stockholders’ equity and cash flow
for the periods then ended, subject, in the case of the Company Interim Financial Statements. to
normal recurring year-end adjustments and to the absence ot notes.

5.6 No Undisclosed Liabilities.

(a) Neither the Company nor any Subsidiary has any debts, liabilities or
obligations of a nature required by GAAP to be reflected on a or disclosed in the footnotes to the
Company Financial Statements, except: (i) to the extent reflected and accrued for or reserved
against in the Company Financial Statements, (ii) for debts and liabilities and obligations
incurred in the ordinary and usual course of business consistent with past custom and practices
since the Interim Balance Sheet Date, (iii) which, individually or in the aggregate, are not
material, (iv) which were incurred in connection with this Agreement or (v) liabilities arising out
of matters disclosed in the Disclosure Schedule. Notwithstanding the foregoing, no
representation and warranty is made pursuant to this Section 5.6(a) with respect to any matter
that is specifically addressed by another representation or warranty contained in this Agreement.

(b) Schedule 5.6(b) sets forth all Indebtedness of the Company or the
Company Subsidiaries as of the date hereof.
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(c) The Company and each of the Company Subsidiaries maintains internal
accounting controls sufficient to provide reasonable assurances that: (i) transactions are executed
with management's general or specific authorizations; (ii) transactions are recorded as necessary
to permit preparation of financial statements in accordance with GAAP and to maintain
accountability of assets: (iii) access to assets is permitted only in accordance with management's
general or specific authorization; (iv) material information relating to the Company and the
Company Subsidiaries is promptly made known to the officers responsible for establishing and
maintaining the system of internal control over financial reporting; (v)the recorded
accountability for assets is compared with the existing assets at reasonable intervals and
appropriate action is taken with respect to any differences; and (vi) any significant deficiencies
or material weaknesses in the design or operation of internal control over financial reporting that
are reasonably likely to adversely affect the Company's or any of the Company Subsidiaries’
ability to record, process, summarize and report financial information, and any fraud (whether or
not material) that involves management or other employees who have a significant role in the
Company's and the Company Subsidiaries' intermal control over financial reporting, are
adequately and promptly disclosed to the Company's independent auditors and the audit
committee of the Company's board of directors.

3.7  Absence of Certain Changes. Except as set forth in Schedule 5.7, from
December 31, 2010 unti] the date hereof, the Company and the Company Subsidiaries have not
taken any actions which, had such actions occurred after the date of this Agreement, would have
breached any of the covenants set forth in Section 7.1, and have operated their businesses in the
ordinary course, consistent with its past practice. Except as set forth in Schedule 5.7, or in the
Company Financial Statements, from December 31, 2010 until the date hereof, there has not
been:

(a) any change constituting a Material Adverse Effect;

(b) any acquisition or disposition by the Company or the Company
Subsidiaries of any material asset or property other than in the ordinary course of business;

(c) any issuance of any shares of the capital stock of the Company or the
Company Subsidiaries or any direct or indirect redemption, purchase or other acquisition of any
shares of the capital stock of the Company or the Company Subsidiaries;

(d) any increase in the compensation. pension or other benefits payable or to
become payable by either of the Company or the Company Subsidiaries to any of their officers
or employees, or any bonus payments or arrangements made to or with any of them, other than
(i) pursuant to the terms of any existing written agreement or plan of which Parent has been
supplied complete and correct copies, (i1) in the ordinary course of business or (iii) with respect
to newly-hired employees; or

) any forgiveness or cancellation of any debt or claim, for an amount in
excess of $100,000 or for aggregate amounts in excess of $500,000, by the Company or the

Company Subsidiaries or any waiver of any right of material value.

5.8 Tax Matters. Except as set forth on Schedule 5.8:
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() (1) All Tax Returns required to be filed by or on behalf ot any of the
Company, the Company Subsidiaries and any Aftiliated Group have been duly and timely filed
with the appropriate Taxing Authority in all jurisdictions in which such Tax Returns are required
to be filed (after giving effect to any valid extensions of time in which to make such filings), and
ail such Tax Returns are true, complete and correct in all material respects: (i1) all Taxes payable
by or on behalf of the Company, the Company Subsidiaries and any Affiliated Group have been
tfully and timely paid, and (iii) none of the Company or any Company Subsidiary has any
liability for Taxes with respect to periods for which Tax Returns have been filed in excess of the
amounts so paid. With respect to any period for which Tax Returns have not yet been tiled or for
which Taxes are not yet due or owing, the Company and the Company Subsidiaries have made
due and sufficient accruals for such Taxes in the Company Financial Statements and their books
and records. All required estimated Tax payments sufficient to avoid any underpayment
penalties or interest have been made by or on behalt of the Company or the Company
Subsidiaries.

(b) Each of the Company and the Company Subsidiaries have complied in all
material respects with all Applicable Laws relating to the payment and withholding of Taxes
(including Taxes and other amounts required to be withheld by each of them in respect of any
amount paid or credited or deemed to be paid or credited by them to or for the account or benefit
of any Person, including any employees, independent contractors, creditors, equily owners,
officers and directors, non-resident persons and any other third parties) have duly and timely
withheld and paid over to the appropriate Taxing Authority all amounts required to be so
withheld and paid under all Applicable Laws and have properly completed and timely filed all
Forms W-2 and 1099 and all other Tax Returns required with respect thereto.

(c) Each of the Company and the Company Subsidiaries is in compliance in
all material respects with all terms and conditions of any Tax exemption, Tax holiday or other
Tax reduction agreement, approval or order of any Governmental Authority and the Transactions
will not have any adverse effect on the validity and effectiveness of any such Tax exemption,
Tax holiday or other Tax reduction agreement or order.

(d) Parent has been provided complete copies of all federal, state, local and
foreign income or franchise Tax Returns of the Company and any of the Company Subsidiaries
relating to the taxable periods beginning on or after January 1, 2007.

(e) Schedule 5.8 lists (i) all types of Taxes paid and all types of Tax Returns
tfiled by or on behalf of the Company and the Company Subsidiaries, and (ii} all of the
jurisdictions that impose such Taxes or with respect to which any of the Company or any
Company Subsidiary has a duty to file such Tax Returns. No written claim has been made by a
‘Taxing Authority in a jurisdiction where any of the Company or any Company Subsidiary does
not tile Tax Returns such that it is or may be subject to taxation by that jurisdiction. '

§9) The Tax Returns of the Company and the Company Subsidiaries have
never been examined, audited or investigated by any Taxing Authority. No deficiency,
delinquency or default for any Taxes relating to the Company, any Company Subsidiary or their
receipts, income, sales, transactions or other business activities has ever been claimed, proposed
or assessed in writing agaiast the Company or any Company Subsidiary nor has any of the

W02-WEST: | SWC11403852858.2 -18-



Company or any Company Subsidiary received written notice of any such deficiency,
delinquency or default: and neither the Company nor any Company Subsidiary has been notified
in writing of an audit. examination, investigation, claim, assessment, action, suit, or proceeding,
pending or proposed by any Taxing Authority with respect to any Tax or with respect to any Tax
Return of the Company or any Company Subsidiary. There is no lien or encumbrance for Taxes
with respect to any assets or properties of the Company or any Company Subsidiary, except for
liens and encumbrances imposed by law for Taxes not yet due and payable or not yet delinquent.

(g) The Company has never been a United States real property holding
corporation within the meaning of IRC Section 897(c)(2).

(h) None of the Company or any Company Subsidiary is a party to or
obligated under any Tax sharing, Tax indemnity, or similar agreement, policy, arrungement or
practice with respect to Taxes (other than commercial contracts entered into with vendors,
customers and landlords, the primary purpose of which is not to address Tax matters).

(i) None of the Company or any Company Subsidiary has (i) agreed to or is
required to make any adjustments pursuant to Section 481(a) of the IRC or any similar provision
of Applicable Laws or, to the Knowledge of the Company, has any Taxing Authority proposed
any such adjustment, or has any application pending with any Taxing Authority requesting
permission for any changes in accounting methods that relate to the Company or any of the
Company Subsidiaries. (ii) executed or entered into a closing agreement pursuant to
Section 7121 of the IRC or any similar provision of Applicable Laws with respect to any of the
Company or the Company Subsidiaries or (iii) granted to any Person any power of attorney that
is currently in force with respect to any Tax matter.

1)) None of the Company or any Company Subsidiary has been either a
"distributing corporation” or ‘“controlled corporation” within the meaning of IRC
Section 355(a)(1)(A) in any distribution intended to qualify under IRC Section 355 within the
two-year period ending on the date of this Agreement or in a distribution which could otherwise
constitute part of a "plan" or "series of related transactions" within the meaning of IRC
Section 355(e) in conjunction with the Merger.

(k) No property owned by any of the Company or any Company Subsidiary
is: (i) "tax exempt use property” within the meaning of IRC Section 168(h)(1), (ii) tax-exempt
bond financed property within the meaning of IRC Section 168(g), (iii) subject to a lease under
IRC Section 7701¢h) or any predecessor provision, (iv) "limited use property” within the
meaning of Rev. Proc. 2001-28, (v) subject to Section 168(g)(1)(A) of the IRC, or (vi) subject to
any provision of state, local or foreign Law comparable to any of the provisions listed above.

) None of the Company or any Company Subsidiary is subject to any
private letter ruling of the IRS or comparable rulings of any Taxing Authority.

(m) None of the Company or any Company Subsidiary has ever been a

member of any consolidated, combined, affiliated or unitary group of corporations for any Tax
purposes other than the consolidated group of which the Company is the common parent.
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(n) There is no taxable income of any of the Company or any Company
Subsidiary that will be required under Applicable Laws relating to Taxes to be reported by
Parent or any of its Affiliates. including the Company and the Company Subsidiaries, for a
taxable period beginning atter the Closing Date which taxable income was realized (and reflects
economic income) arising prior to the Closing Date.

(0) None of the Company or any Company Subsidiary has, or has ever had. a
permanent establishment in any country other than the United States, or has engaged in a trade or
business in any country other than the United States that subjected it to Tax in such country.

{p) None of the Company or any Company Subsidiary has requested, otfered
to enter into or entered into any agreement or other arrangement, or executed any waiver,
providing for any extension of time within which: (i) to file any Tax Return for which the
Company or any Company Subsidiary is or may be liable; (ii) to file any elections, designations
or similar filings relating to Taxes for which any of the Company or any Company Subsidiary is
or may be liable; (i1i) any of the Company or any Company Subsidiary is required to pay or remit
any Taxes or amounts on account of Taxes; or (iv) any Taxing Authority may assess or collect
Taxes for which any of the Company or any Company Subsidiary is or may be liable.

©)] None of the Company or any Company Subsidiary has made, prepared or
filed any elections, designations or similar filings relating to Taxes or entered into any agreement
or other arrangement in respect of Taxes or Tax Returns that has effect for any period ending
after the Closing Date.

(r) The Company has disclosed on its federal income Tax Retums all
positions taken therein that could give rise to a substantial understatement of federal income Tax
within the meaning ot IRC Section 6662.

(s) The Company does not have and has never had any obligation to register a
tax shelter under Section 6111 of the [RC or to file any disclosure or maintain any list pursuant
to Section 6112 of the IRC and regulations promulgated thereunder. None of the Company or
any Company Subsidiary has engaged in a "reportable transaction” under Treasury Regulations
Section 1.6011-4(b).

(t) For all taxable periods open to assessment, each Company Subsidiary
qualities as an insurance company other than a life insurance company for U.S. federal income
Tax purposes and is subject to U.S. federal income taxation under Part [I of Subchapter L of
Chapter | of subtitle A of the IRC. None of the Company or any Company Subsidiary has ever
been a life insurance company as defined in Section 816 of the IRC. None of the Company or
any Company Subsidiary (i) has ever sold, issued, reinsured or provided administrative services
with respect to any policies, contracts or other products that were marketed as qualifying or
intended by any of the Company or any Company Subsidiary to qualify as annuities. life
insurance contracts, non-cancellable accident and health insurance contracts, long-term care
insurance contracts, pension plan contracts or similar contracts under Section 72, 101, 401, 403,
408, 412, 457, 807, 816, 817, 817A, 818, 7702, 7702A, 7702B or any similar provision of the
IRC, (ii) maintains a "special loss discount account” or makes "special estimated tax payments”
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within the meaning of Section 847 of the IRC, or (iii) has ever made an election under IRC
Section 846(e).

(u) Each of the Company and the Company Subsidiaries has complied with
the provisions of the IRC and the Treasury Regulations promulgated thereunder as necessary to
avoid any material redistribution, reapportionment, reallocation, recharacterization, or
adjustment pursuant to (1) IRC Section 482, (ii) IRC Section 845, or (iii) any similar provision of
state, local or foreign Law (including all contemporaneous transfer pricing documentation
requirements).

(v) With respect to each stock option listed on Schedule 5.7, the Company has
determined in good faith and in compliance with all Applicable Laws (including in compliance
with any applicable fiduciary duties to stockholders or otherwise): (i) the option exercise price
and (i1) that each such stock option qualifies as an incentive stock option under Section 422 of
the IRC, other than the options specifically identitied as NSOs in Schedule 5.7.

5.9 Compliance with Laws.

(a) Except as set forth on Schedule 3.9, neither the Company nor any of the
Company Subsidiaries is in violation of, or has violated, any provisions of any Applicable Law,
other than violations which have not had. and would not reasonably be expected to have,
individually or in the aggregate, a Material Adverse Etfect.

(b) Except as set forth on Schedule 5.9, to the Knowledge of the Company, as
of the date of this Agreement, no investigation or review by any Governmental Authority with
respect to the Company or the Company Subsidiaries is pending or threatened that, if resolved
adversely to the Company or the Company Subsidiaries, would result in any material liability to
Company or the Company Subsidiaries. There are no restrictions placed upon the business,
activities or services of the Company or the Company Subsidiaries under any Applicable Laws
or otherwise except for such restrictions as are imposed by Applicable Law on Persons operating
in the industry in which the Company and the Company Subsidiaries are presently conducting
their business. Except as set forth on Schedule 5.9, the Company and the Company Subsidiaries
have filed all reports, statements, documents, registrations, filings or submissions required by
Applicable Law to be filed by them with any Governmental Authority. All such registrations,
tilings and submissions were in compliance in all material respects with Applicable Law when
filed or as amended or supplemented, and, to the Knowledge of the Company, no material
deficiencies have been asserted by any Governmental Authority with respect to such
registrations, filings or submissions that have not been satisfied. For purposes of this
Section 5.9, the term "Applicable Law" shall not include any Environmental Law, any
Healthcare Laws, any Applicable Law relating to Taxes or ERISA or similar Applicable Law
relating to employee benefit plans.

(c) All material reports, financial statements, documents (including, but not
limited to, marketing, enrollment and health benefit plan materials and member
communications), contracts, claims, submissions (including, submissions of cost and expense
data and rating proposals), notices and responses to audit or examination findings, and notices
required to be filed, maintained, or turnished to any Governmental Authority by the Company
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and the Company Subsidiaries in connection with the Business during the past three (3) years
have been so filed, maintained or turnished, except where the failure to do so is immaterial, and
to the Knowledge of the Company, there are no outstanding deficiencies which any
Governmental Authority has asserted with respect to such any such material reports, financial
statements, documents, contracts, claims, submissions, notices and responses. To the
Knowledge of the Company, no investigation or review by any Governmental Authority with
respect to the Company and the Company Subsidiaries is pending or threatened that, if resolved
adversely to the Company or any of the Company Subsidiaries, would be material to any of
them.

(d) None of the Company or any Company Subsidiary, nor any of their
representatives has, in violation of Applicable Law. directly or indirectly, given or agreed to
give, received or agreed to receive any gift or similar benetit to or from any customer, supplier,
governmental employee or other Person who is or may be in a position to help or hinder the
business of the Company or any Company Subsidiary (or assist the Company and the Company
Subsidiaries in connection with any actual or proposed transaction relating to their business) or
who may benefit from such business or otherwise acted in a manner: (a) that subjected or might
have subjected the Company or any Company Subsidiary to any damage or penalty in any civil,
criminal or other claim or proceeding before or by any Governmental Authority; (b) for any of
the purposes described in Section 162(c) of the IRC; or (c) for the purpose of establishing or
maintaining any concealed fund or concealed bank account.

5.10 Company Contracts.

() Schedule 5.10(a) sets forth a complete and accurate list of all:

(1) material Contracts which were not entered into in the ordinary
course of business and not otherwise covered by the other subsections of this

Section 5.10(a);

(1)  Contracts with respect to which the Company or a Company
Subsidiary has annual payment obligations of more than $500,000 that are not terminable
by the Company or the Company Subsidiaries on less than six (6) months notice;

(i)  Contracts with respect to which a third party has annual payment
obligations to the Company or a Company Subsidiary or more than $500,000 and which
extend for a term of more than one year after the Closing;

(iv)  Contracts under which the Company or the Company Subsidiaries
has paid an amount in excess of $500,000 during the twelve (12) month period ending
December 31, 2010 and that is not terminable by the Company or the Company
Subsidiaries on less than six (6) months notice;

v) Contracts under which the amount payable by the Company or a
Company Subsidiary is dependent on the revenue, income or other similar measure of the
Company, a Company Subsidiary or any other Person;

(vi1) Real Property Leases;
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(vit)  Contracts pursuant to which the Company or any Company
Subsidiary leases any personal property from or to any third party and having an annual
rent in excess of $200,000; .

(viii) Contracts relating to any Indebtedness of the Company or a
Company Subsidiary;

(ix)  Contracts of the Company or the Company Subsidiaries with their
respective officers, directors or employees;

x) Contracts pursuant to which the Company or a Company
Subsidiary licenses any material Intellectual Property (other than oft-the-shelf software);

(xi)  Contracts which place any material limitation on the Company or a
Company Subsidiary with respect to the method of conducting, or scope of, the Business:

“(xi1) Contracts which create a joint venture, limited liability company,
partnership or any other material contract or agreement involving a sharing of protfits or
losses by the Company or any of the Company Subsidiaries with any third party:

(xiii) (A) all Contracts with hospitals involving payments by or to the
Company or any of the Company Subsidiaries of $1,000,000 or more on an annual basis;
(B) all exclusive or preferred (within a market) Provider Contracts of the Company or a
Company Subsidiary; and (C) any Contract of the Company or a Company Subsidiary for
access to or use of a third party's network of contracted Providers (i.e., network rental
agreements);

(xiv) any Contract of the Company or a Company Subsidiary with
respect to any risk sharing or risk transfer arrangement or that provides for a retroactive
premium or similar adjustment or withholding arrangement;

(xv)  Contracts of the Company or any Company Subsidiary with a third
party which contain any exclusivity right in favor of a third party, including any
obligation to purchase goods or services from or refer parties to any third party;

(xvi) any Contract of the Company or a Company Subsidiary with a
Governmental Authority (other than any customer Contracts with any Governmental
Authority); and

(xvii) (A)customer Contracts with any Governmental Authority
involving payments by or to the Company or any of the Company Subsidiaries, of more
than $500,000 on an annual basis, (B) Contracts with CMS, and (C) Contracts with any
state Medicaid agency.

All the foregoing, including all amendments or modifications thereto, are denoted as the
"Company Contracts.” .
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(b) Each Company Contract sets forth the entire agreement and understanding
between the Company and/or the Company Subsidiaries and the other parties thereto. All
Company Contracts are legal, valid and binding in accordance with their respective terms and are
in full force and etfect and neither the Company und/or the Company Subsidiaries. as applicable,
nor, to the Knowledge of Company, any other party thereto is in material default thereunder.
The Company has made available to Parent true and correct copies of all Company Contracts,
including all amendments and modifications thereto.

(¢) Except as set forth on Schedule 5.10(c), there are no Contracts to which
any of the Company or the Company Subsidiaries is a party which would require a payment or
other form of consideration to any Person in connection with the Transactions to which any of
the Company or the Company Subsidiaries is a party.

(d) Except as set forth on Schedule 5.10(d), there are no Contracts to which
any of the Company or the Company Subsidiaries is a party which (i) contain any exclusivity
right in favor of a third party, including any obligation to purchase goods or services from or
refer parties to any third party and (ii) which exclusivity provisions would be binding on Parent
or any of its Affiliates (other than on the Company and the Company Subsidiaries) following the
Closing.

(e) Schedule 5.10(e) sets forth a complete list of material Contracts between
any of the Company or any Company Subsidiary on the one hand and any ot the Company or
any Company Subsidiary on the other hand.

5.11  Real Estate. The Company and the Company Subsidiaries do not own, have
never owned and do not have any options to acquire, any real property. Schedule 5.11 contains a
complete and correct list of all leases and subleases pursuant to which the Company or a
Company Subsidiary leases (as lessor or lessee), holds or occupies real property (the "Real
Property Leases"). The Company has made available to Parent true and correct copies of all
Real Property Leases (including all amendments thereto and all material notices and
correspondence, memoranda of lease, estoppel certiticates and subordination, non-disturbance
and attornment agreements related thereto). Except as otherwise set forth on Schedule 5.11,
(i) none of the Company or any Company Subsidiaries is in default in any material respect under
any Real Property Lease (and no event has occurred which with notice or lapse of time would
constitute such material breach, violation or default) and, to the Knowledge of the Company, no
other party to any Real Property Lease 1s in default in any material respect thereunder, (ii) no
material controversy, claim, dispute or disagreement exists between the parties to the Real
Property Leases, and (iii) none of the Company or any Company Subsidiaries has assigned its
interest under any Real Property Lease or subleased all or any part of the space demised thereby.
No option has been exercised under any Real Property Lease except an option whose exercise
has been evidenced by a written document, a true and complete copy of which has been
delivered to Parent with the corresponding Real Property Lease. The premises leased pursnant to
the Real Property Leases are sufficient for the conduct of the Businesses of the Company and the
Company Subsidiaries as such Businesses are now conducted. The Company or a Company
Subsidiary, as applicable, has the right under each Real Property Lease to occupy and use the
premises leased pursuant thereto. Neither the whole nor any portion of such premises has been
or, to the Knowledge of the Company, is threatened to be condemned, requisitioned or otherwise
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taken by any Governmental Authority. All buildings, structures and appurtenances comprising
such premises are in satistactory condition and have been reasonably maintained, normal wear
and tear excepted. The premises leased pursuant to the Real Property Leases have received all
required approvals of Governmental Authorities required in connection with the operation
thereof. The premises leased pursuant to the Real Property Leases are supplied with utilities
(including without limitation water, sewage, disposal, electricity, gas and telephone) and other
services reasonably necessary tor the operation of such premises as currently operated.

5.12  Environmental Matters.

(a) The operations of the Company and the Company Subsidiaries, and to the
Knowledge of the Company, the premises subject to the Real Property Leases, comply with and
within the last two (2) years have complied with all applicable Environmental Laws, except for
such failures to comply as would neither (A) be reasonably likely to result in any material
Liabilities nor (B) prevent or materially impair the normal use or operation of any parcel of real
property leased by the Company.

(b) No Actions are pending or, to the Knowledge of the Company, threatened
against the Company or any of the Company Subsidiaries alleging the violation of any applicable
Environmental Laws. Except as set forth in Schedule 5.12(b), within the last two (2) years, none
ot the Company or the Company Subsidiaries has received any written communication from a
Governmental Authority or any other Person that alleges that (i) the Company or any of the
Company Subsidiaries are not or has not been in compliance in any material respect with any
Environmental Law; (ii) any Hazardous Substances which the Company or any of the Company
Subsidiaries has generated, transported or disposed of has been found at any site at which any
Person has conducted a remedial investigation, removal or other response action pursuant to any
Environmental Law; or (iii) the Company or any of the Company Subsidiaries is or shall be a
named party to any Action arising out of any third party's incurrence of costs. expenses, losses or
damages of any kind whatsoever in connection with the presence or release of Hazardous
Substances.

(c) Except as set torth in Schedule 5.12(c), the Company and the Company
Subsidiaries hold and maintain, in full force and etfect, and are in compliance in all material
respects with, all Permits required under Environmental Laws to conduct the Business, and are in
compliance in all material respects with all Environmental Laws.

(d) In connection with the conduct of the Business, none of the Company or
Company Subsidiaries has entered into or agreed to any court decree or order or is subject to any
judgment relating to compliance with any Environmental Law or to investigation or cleanup of
Hazardous Substances under any Environmental Law.

(e) Except as set forth in Schedule 5.12(e), to the Knowledge of the
Company, (i) no portion of the premises subject to the Real Property Leases has been used for
the handling, manufacturing, processing, storage, use, generation or disposal of Hazardous
Substances, except as is customary for the operation of the Business and in compliance in all
material respects with applicable Environmental Laws; and (ii) there have been no releases or
threatened releases of Hazardous Substances on, upon, into, or from any of the premises subject
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to the Real Property Leuses which would reasonably be expected to give rise to a material
Liability under Environmental Laws.

() None of the Company or the Company Subsidiaries has received any
written or other notification from any source advising any of them that (i) it is or is being
investigated as a potentially responsible party under CERCLA or any other applicable
Environmental Laws, (ii) any the premises subject to the Real Property Leases is identified,
proposed, or may be proposed for listing as a federal National Priorities List ("NPL") (or state-
equivalent) site or a Comprehensive Environmental Response, Compensation and Liability
Information System ("CERCLIS") (or state-equivalent) site or (iii) any facility to which it
currently transports, has transported or otherwise arranges or has arranged for the disposal of
Hazardous Substances is identified or proposed for listing as an NPL (or state-equivalent) site or
CERCLIS (or state-equivalent) site.

{g) To the Knowledge of the Company, there is no asbestos in or on any
parcel of the premises subject to the Real Property Leases, nor is there fungi or bacterial matter,
whether or not such fungi or bacteriul matter is living, including mold, microbial growth,
mildew, or viruses, which is in quantities or locations that would require removal under any
Environmental Law or generally accepted practices in the Company's industry.

(h) This Section 5.12 contains the sole and exclusive representations and
warranties with respect to any matters arising under Environmental Laws.

5.13 Intellectual Property.

(a) Schedule 5.13(a) contains a complete and accurate list of all (i) issued
patents and pending patent applications (including continuations, divisionals, continuations-in-
part, or reissues of patent applications and patents issuing thereon), registered trademarks,
service marks, trade names, service names, brand names, logos, corporate names and pending
applications for registration of any of the foregoing, domain names registrations, registered
copyrights, pending applications for registration of copyrights, assumed names or fictitious
names and all computer software and source code, (ii) unregistered trademarks which are
material to the conduct of the Business, in each case, that are owned by the Company or the
Company Subsidiaries (the "Company Intellectual Property"); provided, however, that Company
Intellectual Property shall not include off the shelf or shrinkwrap software. The Company has
made available to Parent correct and complete copies of all registrations, licenses, agreements
and other written documentation related to, or evidencing the Company or the Company
Subsidiaries' ownership or right to use, the Company Intellectual Property set forth on
Schedule 5.13(a).

(b) Except as set forth in Schedule 5.13(b): (i) the Company and/or the
Company Subsidiaries have good and marketable title to and possesses all right, title and interest
in and to, or a valid and enforceable license to manufacture, use and/or sell, as the case may be,
the Company Intellectual Property, free and clear of any Encumbrance other than Permitted
Encumbrances; (ii) the Company Intellectual Property encompasses all material proprietary
rights necessary for the conduct of the Business of the Company and the Company Subsidiaries
substantially as presently conducted and, to the Knowledge of the Company, the Company
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Intellectual Property is valid; (iii) the legality, validity, enforceability, ownership or use by the
Company and/or the Company Subsidiaries of the Company Intellectual Property owned by the
Company or the Company Subsidiaries has not within the past three (3) years been, nor is
currently being challenged or, or to the Knowledge of the Company, being infringed upon, and,
to the Knowledge (without the need for due inquiry) of the Company, the legality, validity,
enforceability, ownership or use by the Company and/or the Company Subsidiaries of the
Company Intellectual Property licensed to the Company or the Company Subsidiaries has not in
the past three (3) years been. nor is currently being challenged or infringed upon; (iv) the owned
Company Intellectual Property is not subject to any outstanding injunction, judgment, order
decree, ruling or charge; (v)the Company and the Company Subsidiaries have taken all
reasonably necessary action to maintain, protect and defend their rights in the Company
Intellectual Property and will use reasonable efforts to continue to maintain those rights prior to
the Closing so as not to adversely affect the validity or enforcement of the Company or the
Company Subsidiaries' rights relating to the Company Intellectual Property; (vi) the Company
and the Company Subsidiaries have obtained from each employee whose position and duties
relate primarily to the Company Intellectual Property a written agreement under which such
employee is obligated to disclose and transfer to the Company or such Company Subsidiary, as
applicable, without the receipt by such employee of any value therefor (other than normal
salary), any inventions, developments and discoveries which during the period of employment
with the Company or the Company Subsidiaries that he or she makes or conceives of involving
use of the Company or the Company Subsidiaries' time, material or facilities; (vii) the Company
or the Company Subsidiary have obtained legally binding written agreements from all employees
and third parties with whom the Company or the Company Subsidiaries have shared its
confidential proprietary information, or received such information from others that the Company
or such Company Subsidiary is obligated to treat as confidential, which agreements require such
employees and third parties to keep such information confidential; (viii) to the Knowledge of the
Company, the Company Intellectual Property does not materially intertere with, infringe upon,
misappropriate, or otherwise violate any intellectual property rights of any third party; (ix) to the
Knowledge of the Company, within the past three (3) years, there has not been any material
infringement, misappropriation or dilution of any of the Company Intellectual Property; (x) on
the Closing Date, the Company Intellectual Property will be owned or available for use by
Company or the Company Subsidiaries, as applicable, from and after the Closing on
substantially identical terms and conditions as are applicable to the Company and the Company
Subsidiaries prior to the Closing, and the consummation of the Transactions will not give rise to
any Encumbrance on the Company or the Company Subsidiaries' exclusive rights, title and
interest in and to the Company Intellectual Property beneficially transferred at the Closing.

(c) All Persons (including current and former employees and independent
contractors) who create or contribute, or have created or contributed any material Company
Intellectual Property used in the operation of the Business have assigned to the Company or the
Company Subsidiaries in writing all of their rights therein that did not initially vest with the
Company or the Company Subsidiaries, as applicable, as a matter of law or the Company or the
Company Subsidiaries, as applicable, have a world-wide, perpetual, royalty-tree license to use

the same.

(d) The Company and the Company Subsidiaries have complied in all
material respects with all laws applicable to them relating to privacy, data protection and the
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collection, use and security of personal information and user information gathered or accessed in
the course of the operations of the Business, and have materially complied with all rules, policies
and procedures established by the Company and/or the Company Subsidiaries from time to time
with respect to the foregoing. No written notice has been received in the past three (3) years
trom. and to the Knowledge ot the Company, no Action is threatened by, any Person alleging a
material violation of such Person's privacy rights: (i) under any such laws, or (ii) as a result of
any breach by the Company or the Company Subsidiaries of any of their rules, policies or
procedures relating to privacy, data protection, use and security of personal information or user
information. The Company and the Company Subsidiaries have taken commercially reasonable
steps in accordance with applicable industry standards and practices (including implementing
and monitoring compliance with adequate measures with respect to technical and physical
security) to ensure that the personal information gathered or accessed in the course of the
operations of the Company and the Company Subsidiaries is protected against loss and against
unauthorized access. use, modification or disclosure. To the Knowledge of the Company, there
has been no unauthorized access to or use, modification or disclosure of such intormation.

5.14  Properties. The Company or a Company Subsidiary, as applicable, owns and has
good and marketable title, free and clear of all Encumbrances (other Permitted Encumbrances) to
all assets used or necessary for use in the Company or such Company Subsidiary's Business. All
tangible assets of the Company and the Company Subsidiaries are in good operating condition
and repair, subject to normal wear and tear.

5.15 Sufficiency of Assets. As of the Closing Date, and notwithstanding anything to.
the contrary herein, the assets, property and rights of the Company and the Company
Subsidiaries, taken as a whole, will constitute, in all material respects, all of the assets. properties
and rights that are used in and are sufficient for the Company and the Company Subsidiaries to
conduct their respective businesses in the manner in which they are currently being conducted.

3.16 Permits. Schedule 5.16 sets forth all Permits held by the Company or any
Company Subsidiary. No Permit other than those listed on Schedule 5.16 is necessary for the
transaction of the Businesses of the Company and the Company Subsidiaries as currently
conducted. All such Permits are currently in full force and effect. No written notice ot any
violation has been received by the Company or any Company Subsidiary in the past three (3)
years in respect of any such Permit other than those listed on Schedule 5.16, and there is no
proceeding which is pending or, to the Knowledge of the Company, threatened that is reasonably
likely to suspend or revoke or impose any material penalty or liability with respect to any such
Permit. . :

5.17 Labor and Employment Matters.

(a) Schedule 5.17(a) sets forth a list of the names of all employees of the
Company and the Company Subsidiaries and indicates the current salary or wage rates of each
such person.

(b) Schedule 5.17(b) sets forth a list of the employees with any agreements
that provide payments based solely upon the execution or closing of the transaction contemplated
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in this Agreement. and the Company and the Company Subsidiaries have provided a complete
copy of each such agreement, and any amendments to these agreements.

(<) Schedule 5.17(c) sets forth a list of the employees with any agreements
that provide severance or change in control or bonus payments, tixed term of employment, or
any specitic limitations or conditions regarding any employee's employment, and the Company
and the Company Subsidiaries have provided a complete copy of each such agreement, and any
amendments to these agreements.

(d) Neither the Company nor any Company Subsidiary is party to any
collective bargaining agreement or other organized labor contract applicable to the employees of
the Company or the Company Subsidiaries. No organizing campaign, work stoppage, or other
effort related to collective actions by employees is underway or, to the Knowledge of the
Company, threatened by any labor organization to organize any employees of the Company or
the Company Subsidiaries.

(e) To the Knowledge of the Company, no employee of the Company or any
Company Subsidiary is a party to, or is otherwise bound by, or is alleged to be bound by any
agreement or arrangement, including any confidentiality, noncompetition or proprietary rights
agreement, between such employee or director and any other Person that in any way materially
and adversely affects or is part of any threatened or pending claim concerning: (i) the
performance of his other duties as an employee of the Company or such Company Subsidiary, as
applicable, or (ii) the ability of the Company or the Company Subsidiaries to conduct their
Businesses. To the Knowledge of the Company or the Company Subsidiaries, no employee of
the Company or the Company Subsidiaries intends to terminate his or her employment with the
Company

() Except as disclosed on Schedule 5.17(t), there are no pending or, to the
Knowledge of the Company or the Company Subsidiaries, threatened claims, charges, lawsuits
or arbitrations regarding any alleged unlawful employment or labor practice of any nature that
have been asserted or instituted against the Company or a Company Subsidiary by any employee
or contractor or former employee or contractor of the Company or a Company Subsidiary.

(g) The Company and the Company Subsidiaries are in compliance in all
material respects with all Applicable Laws relating to labor or labor relations and employment
terms and conditions, including any provisions thereof relating to (i) wages, hours, bonuses,
commissions, termination pay, vacation pay, sick pay and the payment and/or accrual of the
same and all insurance and all other costs and expenses applicable thereto, (ii) unlawful,
wrongful, or retaliatory or discriminatory employment or labor practices, (iii) occupational
health and safety standards and (iv) immigration, workers' compensation, disability,
unemployment compensation, whistleblower laws, and other employment laws.

(h) All employees of the Company and the Company Subsidiaries are
authorized to work in the United States and a Form [-9 has been completed properly and retained
with respect to each employee.

5.18 Employee Benefit Plans.
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(a) Schedule 5.18(a) sets forth a true and complete list ot all Benetit Plans.

(b  The Company has delivered or made available to Parent true and complete
copies of: (i) all plan documents, including any trust agreements or insurance policies, relating to
each Benefit Plan; (ii) all summary plan descriptions, the three (3) most recent annual reports
(including all schedules thereto) and tinancial statements of related plan assets with respect to
each Benefit Plan, if applicable; and (iii) the most recent determination or opinion letter received
from the Internal Revenue Service with respect to each Benefit Plan that is intended to meet the
requirements of IRC Section 401(a). All material reports and disclosures relating to the Benefit
Plans required to be filed with or furnished to Governmental Authorities or plan participants or
beneficiaries have been filed or furnished in all material respects in accordance with Applicable
Law in a timely manner except to the extent the failure to do so would not result in any material
liability to the Company and its Controlled Group Members.

(c) Neither the Company nor any Controlled Group Member has maintained,
sponsored, contributed to, had any obligation to contribute to, or had any liability (including
withdrawal liability as defined in ERISA Section 4201) under or with respect to any employee
pension benefit plan subject to Title IV of ERISA or any "multiemployer plan" within the
meaning of ERISA Section 3(37).

(d) Each Benefit Plan has been maintained in all material respects in
accordance with its terms, and conforms to, and its administration is in compliance in all material
respects with, all Applicable Laws and regulations, including but not limited to, ERISA and IRC.

(e) Each Benefit Plan that is intended to meet the requirements of IRC
Section 401(a) has received a favorable determination or opinion letter from the Internal
Revenue Service as to its tax-qualified status and its accompanying trust has been determined to
be tax-exempt under IRC Section 501(a) and, to the Knowledge of the Company, there are no
facts or circumstances that would be reasonably likely to adversely affect the qualified status of
any such Benefit Plan.

() There are no pending or, to the Knowledge of the Company, threatened
claims, lawsuits or arbitrations (other than routine claims for benefits) that have been asserted or
instituted, or to the Knowledge of the Company, threatened against or with respect to any Benefit
Plan or the assets of any of the trusts under any such Benefit Plan. All material contributions
required to be made to the Benetit Plans prior to the date of this Agreement pursuant to their
terms have been timely made except to the extent the failure to do so would not result in any
material liability to the Company and its Controlled Group Members. As of the date of this
Agreement, there is no matter pending or, to the Knowledge of the Company, threatened, with
respect to any of the Benefit Plans before the Internal Revenue Service, the U.S. Department of
Labor or any Governmental Authority.

(g) There have been no "prohibited transactions" (within the meaning of

Section 406 of ERISA or IRC Section 4975) with respect to any Benefit Plan, other than any
such transactions that are covered by a statutory or administrative exemption.
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(h) No Benetit Plan provides medical or death benefits (whether or not
insured) with respect to current or former employees ot the Company beyond their termination of
service (other than coverage mandated by law or death benefits under any Benefit Plan).

(1) Neither the execution of this Agreement nor the consummation of the
Transactions will: (i) entitle any person to any payment, forgiveness of indebtedness. vesting,
distribution, or increase in benefits under or with respect to any Benefit Plan, (ii) otherwise
trigger any acceleration of vesting or payment of benefits under or with respect to any Benefit .
Plan, or (ii1) resuit in any "parachute payment” that would not be deductible by reason of the
application of IRC Section 280G.

) The Company and all of its Controlled Group Members have classified all
individuals who perform services for them correctly for the purposes of each Benefit Plan as
common law employees, independent contractors or leased employees:

(k) Except as listed in Schedule 5.18(k), for any Benefit Plan which
constitutes a "non-qualified deferred compensation plan” within the meaning of Section 409A of
the [RC, such Benefit Plan has been operated in compliance with Section 409A of the IRC at all
times since January 1, 2005.

5.19  Litigation. There is: (a) no Action presently pending against the Company or any
Company Subsidiary or affecting its assets or Business. or to the Knowledge of the Company,
threatened against the Company or any Company Subsidiary or its assets or business, or (ii) no
Action presently pending, or, to the Knowledge of the Company, threatened against the
Company, the Company Subsidiaries or any Stockholder which could restrict or prohibit the
consummation of the Transactions. None of the Company, the Company Subsidiaries or any of
their respective assets is subject to any outstanding injunction, judgment, order, decree, ruling or
charge, nor is any of them a party or, to the Knowledge of the Company, threatened to be made a
party to any such injunction, judgment, order, decree, ruling or charge. None of the Company or
any of the Company Subsidiaries has waived, agreed to waive or consented to the tolling of any
statute of limitations in any claim, action, suit, inquiry, judicial or administrative proceeding,
grievance or arbitration which has not yet been resolved. None of the Company or any of the
Company Subsidiaries waived or agreed to waive any monetary or non-monetary obligations
required to be performed (or otherwise complied with) for the benefit of the Company or any of
the Company Subsidiaries after the Closing Date.

5.20 Insurance. All policies or binders of fire, liability, product liability, worker's
compensation, vehicular, life, fiduciary liability, fidelity bond, directors' and officers' liability,
malpractice liability, theft, other forms of property and casualty insurance and other insurance
held by or on behalf of the Company or the Company Subsidiaries are listed and described on
Schedule 5.20, are valid and enforceable in accordance with their terms. and are in full force and
effect. Schedule 5.20 indicates, for each such policy, whether it provides coverage on a "claims
made" or "occurrence” basis. All such policies (a) are sufficient for compliance by each the
Company and the Company Subsidiaries with all requirements of Applicable Law and all
agreements to which any of the Company and the Company Subsidiaries are a party, and (b) will
not terminate or lapse as a result of the consummation of the Merger. All premiums on all such
policies have been paid to date and the Company and the Company Subsidiaries have materially
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complied with all conditions of such policies. None of the Company or the Company
Subsidiaries is in default with respect to its obligations under any of such insurance policies, nor
has any of the Company or the Company Subsidiaries received any notification of cancellation of
any such insurance policies. Except as set torth on Schedule 5.20, no insurance carrier has
denied coverage for any claim asserted by the Company or the Company Subsidiaries during the
twelve (12) month period preceding the date hereof, nor has any insurance carrier declined to
provide any coverage to the Company or the Company Subsidiaries during the twelve (12)
month period preceding the date hereof. Schedule 5.20 hereto sets forth, by year, for the current
policy year to the date hereot and each of the two (2) preceding policy years: (i) a summary of
the loss experience under each policy of insurance; and (ii) a statement describing each claim
under a policy of insurance (including (A) the name of the claimant, (B) a description of the
policy by insurer, type of insurance and period of coverage, and (C) the amount and brief
description of the claims). Except as set torth on Schedule 5.20 there are no pending claims
under any such policies, and there are no material claims under such policies as to which the
insurers have denied liability. ‘

5.21 Bank Accounts, Powers of Attorney.

(a) Schedule 5.21(a) sets forth the names and locations of all banks, trust
companies, savings and loan associations, mutual fund or stock brokerage firm and other
financial institutions at which the Company or any Company Subsidiary maintains safe deposit
boxes or accounts of any nature, the account numbers of all such accounts and the names of all
persons authorized to draw thereon or make withdrawals therefrom.

(b)  The Company and the Company Subsidiaries have no obligation to act
under any outstanding power of attorney or any obligation or liability, either accrued, accruing or
contingent, as guarantor, surety, consignor, endorser (other than for purposes of collection in the
ordinary course of business of the Company), co-maker or indemnitor in respect of the obligation
of any Person.

(c) There are no credit cards issued to any present or past officer, employee or
agent of the Company or any Company Subsidiary under which the Company or any Company

Subsidiary has any current Liability incurred outside of the ordinary course of business.

5.22  Accounts Receivable and Payable.

(a) Schedule 5.22(a) contains a complete and accurate list of all accounts
receivable (determined in accordance with GAAP), with aging, of the Company and the
Company Subsidiaries as of a date that is within five (5) Business Days of this Agreement (such
accounts receivable as of such date, the "Accounts Receivable"). All of the Accounts Receivable
(A) constitute valid and enforceable claims arising from bona fide transactions for goods sold or
services performed in the ordinary course of business and (B) are not, to the Knowledge of the
Company, subject to set offs or counterclaims. There has been no written notice of any claims,
refusals to pay or other claimed rights of set off against any of the Accounts Receivable other
than in the ordinary course of business and consistent with past practices. No account debtor of
an Account Receivable is delinquent in its payment by more than ninety (90) days. To the
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Knowledge of the Company, no account debtor of an Account Receivable is insolvent or
bankrupt, and no Account Receivable is pledged to any third party.

(b) Schedule 5.22(b) contains a complete and accurate list of all accounts
payable (determined in accordance with GAAP), with due dates, of the Company and the
Company Subsidiaries as of a date that is within five (5) Business Days of this Agreement (such
accounts payable as of such date, the "Accounts Pavyable"). Except as set forth on
Schedule 5.22(b), all Accounts Payable are legal, valid and binding obligations of the Company
or a Company Subsidiary, as applicable, and were incurred in the ordinary course of business.

5.23 Transactions with Affiliates. Except as set torth on Schedule 5.23, there are no
Contracts, arrangements, indebtedness or other transactions between the Company or any
Company Subsidiary and: (a)any Affiliates (other than as between the Company and/or the
Company Subsidiaries), the Stockholders, or any otficer or director of the Company or any
Company Subsidiary, or (b) any Affiliate of the Stockholders (other than as between the
Company and/or the Company Subsidiaries). Except as set forth on Schedule 5.23, no director,
officer or stockholder of the Company or any Company Subsidiary (i) has any interest in any
material property or asset used by the Company or any Company Subsidiary; (ii) has any cause
of action or other claim whatsoever against, or owes any amount to, the Company or any
Company Subsidiary, except for claims in the ordinary course of business, such as for accrued
vacation pay, accrued benetits under employee benefit plans and similar matters and agreements;
(ii1) is a party to any agreement, contract or commitment with the Company or any of the
Company Subsidiaries or has received any loan, advance or investment from the Company or
any of Company Subsidiaries other than for travel and other business expenses, that has not been
repaid in full prior to the date hereof, or (iv) has any business dealings or a material financial
interest in any transaction with the Company or any Company Subsidiary. No director, officer or
stockholder of the Company or any Company Subsidiary is (or is a director, officer or
stockholder (excluding a less than 5% stockholder, for investment purposes, of a publicly held
corporation) of) a competitor, supplier or lessor or lessee of the Company or any Company
Subsidiary.

5.24 Brokerage. Except for Houlihan Lokey, no broker, tinder or investment banker
has acted directly or indirectly for the Company, the Company Subsidiaries or a Stockholder in
connection with this Agreement or the Transactions. No broker, finder or investment banker is
entitled to any brokerage, finder's or other fee or commission in respect thereof based in any way
on agreements, arrangements or understandings made by or on behalf of the Company, the
Company Subsidiaries or any Stockholder.

5.25 Regulatory Matters.

(a) Schedule 5.25(a) sets forth a list of the Permits issued respectively to the
Company or the Company Subsidiaries under the Health Care Laws. Except as set forth on the
Disclosure Schedules, the Permits identitied on Schedule 5.25(a) are valid and in full force and
there are no pending or, to the Knowledge of the Company, threatened audits, investigations or -
proceedings which reasonably would be expected to result in the termination or revocation or
any Permits material 10 the operations of the Person holding the Permit or result in any
limitation, restriction or impairment thereof. Neither the Company nor any of the Company
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Subsidiaries has received any written communications from any Governmental Authority
indicating a reasonable likelihood that any Permits of any of the Company Subsidiaries will be
revoked or suspended. The Company or Company Subsidiaries are parties to one or more valid
and in force written and executed MA Plans with CMS authorizing their participation as a
Medicare Advantage Program contractor and their offering of MA Plans in the Service Areas, all
as approved by any applicable Governmental Authority over such programs in the Service Areas,
and CMS. Except as set forth on Schedule 5.9, the Permits identified on Schedule 5.25(a) as
belonging to the Company or the Company Subsidiaries are sutficient for the Company or the
Company Subsidiaries. as applicable, to lawfully conduct their respective Businesses as currently
conducted.

(b) Since December 31. 2010, the Company and each of the Company
Subsidiaries has timely filed all regulatory reports, schedules, statements, documents, filings,
submissions, forms, registrations and other documents, together with any amendments required
to be made with respect thereto and any such filings that were pending as ot such date, that each
was required to file with any Governmental Authority, including state health and insurance
regulatory authorities and any applicable federal regulatory authorities, and have timely paid all
Taxes, fees and assessments due and payable in connection therewith. There are no outstanding
deficiencies or liabilities which any Governmental Authority has asserted with respect to any
Regulatory Filings or information contained therein.

(c) All premium rates, rating plans and policy terms established and used by
the Company and the Company Subsidiaries that are required to be filed with and/or approved by
Governmental Authorities, including CMS. have been in all material respects so filed and/or
approved, the premiums charged conform in all material respects to the premiums so tiled and/or
approved and comply in all material respects with Applicable Laws, including the Health Care
Laws, and to the Knowledge of the Company, no such premiums are subject to any investigation
by any Governmental Authority.

(d) Schedule 5.25(d) sets forth a list of all annual statements and quarterly
statements of the Company and the Company Subsidiaries required under Health Care Laws and
filed with Governmental Authorities for the years ended December 31, 2009 and December 31,
2010 (the "State Regulatory Filings"). Except as otherwise set forth in such State Regulatory
Filings when made, all such State Regulatory Filings and the statutory balance sheets and income
statements included therein: (i) were prepared from the books and records ot the Company and
the Company Subsidiaries, (ii) fairly present in all material respects the statutory financial
condition and results of operations of the Company and the Company Subsidiaries, as applicable,
as of the date and for the periods indicated therein and (iii) have been prepared in all material
respects in accordance with SAP consistently applied throughout the periods indicated, except as
may be reflected in the notes thereto and -subject to the absence of notes where not required by
SAP and to normal year-end adjustments.

(e) The Company has made available to Parent true and correct copies of all
actuarial reports prepared by independent or internal actuaries of the Company or the Company
Subsidiaries since January 1, 2009 (other than actuarial reports prepared by internal actuaries that
are not material to the aggregate reserves of the Company and the Company Subsidiaries. taken
asa whole) and all attachments, addenda, supplements and modifications thereto.
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() The Service Areas, as described in Schedule 5.25(f), set forth an accurate.
correct and complete description of the geographic areas in which the Company Subsidiaries
hold Permits and are authorized by Governmental Authorities and CMS to market. sell, offer and
administer MA Plans pursuant to the Applicable Laws. Except as set forth on Schedule 5.25(f),
the Company Subsidiaries are authorized to operate, without restriction, throughout the entirety
of the Service Areas specitied within such Permits. There are no restrictions placed upon the
Company or any of the Company Subsidiaries’ marketing activities in any part of the Service
Areas, except for such restrictions which are placed on the health care industry in general and by
CMS for Medicare Advantage Programs. The Company Subsidiaries do not have operations or
other activities outside of the Service Areas and do not provide or arrange for health care
services or benefits for any Members or other individuals who reside outside of the Service
Areas. Each of the Company Subsidiaries’ MA Plans, including its benetit design and structure,
administration, bid submission and pricing thereot, comply, in all material respects, with all
applicable Health Care Laws.

5.26 Medicare and Medicaid Participation.

(a) Except as has not had, and would not reasonably be expected to have,
individually or in the aggregate, a Material Adverse Effect, and except as set forth on
Schedule 5.9, each of the Company and the Company Subsidiaries, as applicable, meet all
requirements of participation, claims submission and payment of the Programs and are a party to
valid participation agreements for payment by such Programs. Each Company Subsidiary is a
party to one or more valid agreements with CMS authorizing its participation as a Medicare
Advantage Program contractor. Except as set forth on Schedule 5.26(a), there are no restrictions
applicable to Company or any Company Subsidiary regarding full participation in the Programs
under the MA Plans and none are pending or, to the Knowledge of the Company, are threatened.

(b) Schedule 5.26(b) sets forth a true, correct and complete list of (i) all
orders, letters, communications or other notices from CMS or any other Governmental Authority
relating to the Company’s or any of the Company Subsidiaries’ failure to meet any of the
requirements for continued participation in the Programs (including any orders, letters,
communications or notices relating to CMS’ low plan rating (or “star rating™) or stating that
continued participation may be contingent on the Company or the Company Subsidiaries
developing, adopting, implementing or taking any sort of corrective or remedial actions),
(ii) written responses of the Company or the Company Subsidiaries to any of the orders, letters,
communications or notices specified in clause (i) of this Section 5.26(b), and (iii) Corrective
Action Plans developed by the Company or any of the Company Subsidiaries in response or as a
resuit of the orders, letters, communications and notices specified in clause (i) of this
Section 5.26(b) and an indication of the status of each such Corrective Action Plan. The
Company and the Company Subsidiaries have provided Parent with true, correct and complete
copies of all items required to be listed on Schedule 5.26(b). The Company and the Company
Subsidiaries have complied in all material respects with any applicable Corrective Action Plan.

5.27 Penalties Under Medicare/Medicaid Programs.  Except as set forth on
Schedule 5.27, neither the Company nor any Company Subsidiary has since December 31, 2008
been required to pay any civil monetary penalty under Applicable Law regarding false,
fraudulent or impermissible claims under, or payments to induce a reduction or limitation of
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health care services to beneficiaries of, any state or federal health care program. To the
Knowledge of the Company and except as set forth on Schedule 5.27, neither the Company, nor
any Company Subsidiary is currently the subject of any material investigation or proceeding that
may result in such payment. Neither the Company nor any Company Subsidiary. nor, to the
Knowledge of the Company, any of their respective current employees are debarred, suspended
from. or otherwise excluded from participation or ineligible to participate in, the Medicare or
Medicaid nor, to the Knowledge of the Company, have any such current employees been
convicted, under federal or state law, of a criminal offense related to: (a) the neglect or abuse of a
patient or (b) the delivery of an item or service, including the performance of management or
administrative services related to the delivery of an item or service, under the Medicare or
Medicaid programs. Except as set forth on Schedule 5.27, neither the Company nor any of the
Company Subsidiaries is a party to any corporate integrity agreements, monitoring agreements,
consent decrees, settlement orders, or similar agreements imposed by any Governmental
Authority.

5.28 Recoupment Proceedings. Except as set forth on Schedule 5.28, there are no
material Program recoupments, adjustments or recovery proceedings or material recoupments,
adjustments or recovery proceedings of any third-party payor, including any Federal
Reconciliation Adjustments, being sought, requested or claimed, or to the Knowledge of the
Company, threatened against the Company or any of the Company Subsidiaries.

3.29  Producers, Producer Contracts and Commissions. Each sales agent employed
with a Company Subsidiary is, and each Producer contracted with the Company Subsidiaries is,
properly licensed and appointed to sell the MA Plans. The commissions payable by the
Company Subsidiaries to their employed and contracted Producers comply with applicable
Health Care Laws. None of the Producers has violated laws applicable to the marketing or
enrollment of the MA Plans. Schedule 5.29 sets forth a list of each non-employee Producer
which, in calendar year 2010. was paid more than five percent (S%) of the total commissions
paid by the Company Subsidiaries to all non-employee Producers in 2010 (the "Material
Producers"). The Company has made available to Parent true and correct copies of all forms of
Contracts currently used by the respective Company Subsidiaries with their non-employee
Producers and copies of the Contracts entered into by the respective Company Subsidiaries with
their Material Producers. All of the Contracts with Producers are in writing, were entered into in
the ordinary course of business and constitute valid, binding and enforceable agreements of the
parties thereto. Except in the ordinary course of business, no past due amounts are owing by any
of the Company Subsidiaries under any Contracts with Producers and there are no outstanding
written claims made by a Producer that a Company Subsidiary has failed to perform a material
monetary or nonmonetary obligation arising under its Contract. All forms of the Contracts with
Producers which are currently in use by the Company Subsidiaries conform to the material
requirements of Applicable Laws, including the Health Care Laws. To the Knowledge of the
Company, there are no circumstances, including the consummation of the Transactions, which
are reasonably likely to result in the termination, cancellation or nonrenewal of a Contract with a
Material Producer, or the cessation of business being transacted between a Company Subsidiary
and a Material Producer. Schedule 5.29 sets forth all pending written cancellation, termination
or nonrenewal notices furnished to any of the Company Subsidiaries by a Material Producer.

5.30 Providers and Provider Contracts.
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(@) Schedule 5.30 sets forth a list of the following Providers ("Material Health
Care Providers"): (i) the top 20 hospitals, based on the total of all hospital payments made by the
Company Subsidiaries in calendar year 2010; (it) the top 20 physicians, based on the total of all
physician payments made by the Company Subsidiaries in calendar year 2010, and any other
primary care physician who is assigned MA Plan Members that constitute greater than one
percent (1%) of the Company Subsidiaries' total MA Plan Membership as of December 31, 2010;
(iii) the top 20 ancillary or specialty Providers, based on the total of all ancillary and specialty
Provider payments made by the Company Subsidiaries in calendar year 2010; and (iv) the top 20
pharmacies or pharmacy companies, based on the total of all payments made by the Company
Subsidiaries to pharmacies in calendar year 2010. Except in the ordinary course of business, no
material past due amounts are owing by any of the Company Subsidiaries under any Contracts
with Material Health Care Providers and none of the Company Subsidiaries is aware of any
outstanding written claim made by a Material Health Care Provider that such Company
Subsidiary has failed to perform a material monetary or nonmonetary obligation arising under its
Contract. All of the Contracts with Material Health Care Providers are in writing, were entered
into in the ordinary course of business and constitute valid, binding and enforceable agreements
of the parties thereto. All forms of the Contracts with Providers which are currently in use by
Subsidiaries conform to the material requirements of Applicable Laws, including the Health Care
Laws. To the Knowledge of the Company, there are no circumstances, including the
consummation of the Transactions, which are reasonably likely to result in the termination,
cancellation or nonrenewal of a contract with a Material Health Care Provider or the cessation of
business being transacted between a Company Subsidiary and a Material Health Care Provider.
No consent or approval is required to be obtained, and no notice required to be given, under any
Contract with a Material Health Care Provider in connection with this Agreement.
Schedule 5.30 sets forth all pending cancellation, termination or nonrenewal notices turnished to
the Company Subsidiaries in writing by a Material Health Care Provider.

(b) The Company's and Company Subsidiaries’ administrative processes,
policies and procedures are designed with the intention that the Company and Company
Subsidiaries comply with applicable Health Care Laws and industry standards regarding the
selection. de-selection and credentialing of contracted Providers. The Company and Company
Subsidiaries contractually require their contracted Providers to comply with all Health Care
Laws, industry standards and the Company's and Company Subsidiaries' policies and procedures
regarding the selection, de-selection and credentialing of such Providers' respective practitioners
and contracted Providers and, to the Knowledge of the Company, such Providers have so
complied, in all matenal respects.

(©) The manner in which the Company and Company Subsidiaries place their
contracted Providers at financial risk for health care services furnished to Members does not
violate applicable Health Care Laws in any material respect. To the Company's Knowledge, the
Company's and Company Subsidiaries' contracted Providers which are required to comply with
those reporting, financial reserve and other requirements applicable to risk-bearing Provider
organizations are in compliance, in all material respects, with all applicable reporting, financial
reserve and other requirements of Governmental Authorities. To the Company's Knowledge,
neither the Company nor any Company Subsidiary has entered into any fee-for-service
agreements with Providers who or which are violating any state or federal antitrust laws that
restrict fixing of prices among competitors.
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5.31 Reserves. Except as set forth on Schedule 5.31, the Medical Claims Reserves
(including reserves tor medical costs and for payment disputes with Providers) and other
actuarial amounts of the Company and each Company Subsidiaries recorded in their respective
financial statements contained in the State Regulatory Filings: (a) are determined in all material
respects in accordance with GAAP (except as otherwise noted in such financial statements),
(b) are fairly stated in all material respects in accordance with GAAP and (c¢) include provisions
for all reserves that are required to be established in accordance with Applicable Laws. Except
as set forth on Schedule 5.31, to the Knowledge of the Company, there are no facts or
circumstances that would necessitate, in the good faith application of the Company's reserving
practices and policies, any material adverse change in the statutorily required reserves or reserves
above those retlected in the Company Interim Balance Sheet (other than increases consistent
with past experience resulting from increases in enrollment with respect to services provided by
the Company or the Company Subsidiaries). As of December 31, 2010, each of the Company
Subsidiaries for which there are statutory net worth and other deposit or capital requirements met
or exceeded said statutory net worth, deposit or other capital requirements. As of December 31.
2010, each of the Company Subsidiaries had Statutory Reserves in excess of 250% of the
Authorized Control Level, as such term is defined in the NAIC Risk-Based Capital guidelines.

5.32 Capital or Surplus Management. Except as set forth on Schedule 5.32, to the
Knowledge of the Company, none of the Company Subsidiaries is subject to any requirement to
maintain capital or surplus amounts or levels, or is subject to any restriction on the payment of
dividends or other distributions on its membership interests or shares of capital stock, except for
such requirements or restrictions under insurance or other laws of general application, including
Health Care Laws.

5.33 Compliance.

(a) The Company and Company Subsidiaries have a corporate compliance
program which was presented to, and approved by, CMS, and staff to oversee the functioning of
their corporate compliance program. As part of their corporate compliance program, the
Company and Company Subsidiaries have implemented administrative processes, policies and
procedures that are designed to ensure that the Company and Company Subsidiaries remain in
compliance with Health Care Laws applicable to the MA Plans which the Company Subsidiaries
offer. The Company and Company Subsidiaries have a plan to comply with HIPAA and other
Applicable Laws which protect or regulate the privacy, security, integrity, accuracy,
transmission, storage or disclosure of individua! medical records and other personnel, financial
or consumer information which they generate, receive or maintain, and has trained staff to
oversee the functioning of such plan.

(b) The Company and Company Subsidiaries have complied in the past four
years, and are in compliance, in all material respects, with HIPAA and as applicable to the
Company and Company Subsidiaries as either covered entities or business associates, as the case
may be or may have been. Without limiting the generality of the foregoing, the Company and
Company Subsidiaries are and have been in the past four years: (i) in compliance, in all material
respects, with the standard transaction, privacy, security and breach notification requirements
established by HIPAA; (ii) as required by applicable Health Care Laws have developed and have
implemented policies and procedures and training programs reasonably designed to ensure past,
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current, and ongoing compliance with HIPAA's privacy, security and breach notification
regulations and state privacy and related law; and (iti) have executed business associate
agreements meeting all requirements set forth in the privacy, security and breach notification
regulations with all contractors that meet the definition of a business associate under HIPAA.
No material violation ot HIPAA has been, to the Knowledge of the Company, alleged or
threatened against the Company or any Company Subsidiary by any Governmental Authority, a
Member or prospective Member or any other Person. Neither the Company nor any Company
Subsidiary has discovered a breach of unsecured protected health information during the prior
three (3) years. In the event of any such discovered breach, the applicable Person has provided
sufficient notice to each individual whose protected health information was breached.

Section 6
REPRESENTATIONS AND WARRANTIES OF PARENT AND MERGER SUB

Parent and Merger Sub, jointly and severally, represent and warrant to the Company and
the Stockholder Parties that the statements contained in this Section 6 are true and correct on the
date hereof and shall be true and correct on the Closing Date as if made thereon (other than
representations and warranties which recite that they are only made as of a specific date, in
which case they shall be true and correct as of such date).

6.1 Organization and Standing. Parent and Merger Sub: (a) are duly incorporated,
validly existing and in good standing under the laws of the states of their organization; and
(b) have all necessary corporate power and corporate authority to carry on their businesses as
they are now being conducted and to own or use the properties and assets that they purports to
OWn Or use. ’

6.2 Authority and Enforceability. Parent and Merger Sub each has all requisite
corporate power and corporate authority to execute and deliver this Agreement and each
Ancillary Agreement to which it is a party and to perform its obligations hereunder and
thereunder. This Agreement has been, and each Ancillary Agreement to which it is a party will
be prior to the Closing, duly authorized, executed and delivered by Parent and Merger Sub, and
(assuming the due authorization, execution and delivery by the Company and the Stockholder
Parties) this Agreement constitutes, and each such Ancillary Agreement when so executed and
delivered will constitute, the legal, valid and binding obligations of Parent and Merger Sub
enforceable against each in accordance with its terms, subject to the Remedies Exceptions.

6.3  No Violation of Law and Agreements. The execution and delivery by Parent and
Merger Sub of this Agreement and each Ancillary Agreement to which it is a party, and the
performance by Parent and Merger Sub of their respective obligations hereunder or thereunder,
does not and will not, directly or indirectly (with or without notice or lapse of item):

(a) Contlict with or violate: (i) any provision of the Certificate of
Incorporation or Bylaws or equivalent organizational documents of Parent or Merger Sub or
(if) any resolution adopted by the board of directors or stockholders of Parent or Merger Sub;

(b)  Materially contlict with, materially violate, result in a material breach of,

result in the acceleration of material obligations, loss of material benefit or increase in material
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Liabilities, create in any party the right to terminate, cancel or modify, or cause a material default
(with or without due notice or lapse of time or both) under: (i) any provision of Applicable Law
relating to Parent or Merger Sub; (B) any provision of any order, arbitration award, judgment or
decree to which Parent or Merger Sub or any of its or their properties are subject; or {C) any
provision of any Contract to which Parent or Merger Sub is bound; or

(c) Require a registration, filing, application, notice, consent. approval, order,
qualification or waiver with, to or trom any Governmental Authority on the part of Parent or
Merger Sub.

6.4 Merger Sub. All of the issued and outstanding shares of capital stock of Merger
Sub are owned by Parent. Merger Sub was tormed solely for the purpose of engaging in a
business combination transaction with the Company. Merger Sub is not a party to any
agreements other than this Agreement and has not conducted any activities other than in
connection with the organization of Merger Sub, the negotiation and execution of this Agreement
and the consummation of the Transactions.

6.5  Financial Ability. Parent will have on the Closing Date, and thereafter as needed,
sufficient cash on hand from Parent's immediately available internal organization funds or
available under a committed credit facility or unutilized lines of credit with financial institutions,
to consummate the Transactions and perform its obligations hereunder.

6.6  Solvency. As of the Closing, after giving etfect to the Transactions, Parent will
not: (a) be insolvent (either because its financial condition is such that the sum of its debts is
greater than the fair value of its assets or because the present fair salable value of its assets will
be less than the amount required to pay its probable liability on its debts as they become absolute
and matured), (b) have unreasonably small capital with which to engage in its business or
(c) have incurred or plan to incur debts beyond its ability to pay as they become absolute and
matured.

6.7  Brokerage. No broker, tinder or investment banker has acted directly or indirectly
for Parent or Merger Sub or any Affiliate thereof in connection with this Agreement or the
Transactions. No broker, tinder or investment banker is entitled to any brokerage, finder's or
other fee or commission in respect thereof based in any way on agreements, arrangements or
understandings made by or on behalf of Parent or Merger Sub.

6.8 Independent Analysis.

(a) Parent is experienced in the acquisition and management of businesses.
Parent has been aftforded reasonable access to the books and records, facilities and personnel of
the Company and the Company Subsidiaries for purposes of conducting a due diligence
investigation of the Company, the Company Subsidiaries and their respective Businesses. Parent
has received answers to all inquiries it has made with respect to Parent's due diligence
investigation of the Company and the Company Subsidiaries.

(b) Parent has not been induced by and has not relied upon any
representations, warranties or statements, whether express or implied, made by the Company, the
Company Subsidiaries or the Stockholders (or their Affiliates, officers, directors, employees,
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agents and representatives, as applicable) (and the Company, the Company Subsidiaries and the
Stockholders have disclaimed any such representations, warranties or statements), whether
express or implied that are not expressly set forth herein (including in the Disclosure Schedules),
whether or not any such representations, warranties or statements were made in writing or orally.
Parent acknowledges that none of the Company, the Company Subsidiaries nor any Stockholder
nor any of their respective Affiliates makes, will make or has made any representation or
warranty, express or implied, as to the prospects of the Company, the Company Subsidiaries or
their profitability for Parent.

Section 7
COVENANTS AND AGREEMENTS

7.1 Conduct of Business. Except as set forth on Schedule 7.1 or as otherwise
contemplated hereby, from the date hereof through the Closing Date, the Company and the
Company Subsidiaries shall carry on their Businesses as presently conducted in the ordinary
course in substantially the same manner as presently conducted (it being acknowledged and
agreed that the foregoing shall not prohibit actions which are permitted by subsections (a)
through (bb) of this Section 7.1) and shall make commercially reasonable etforts consistent with
past practices to preserve its relationships with material customers, suppliers and other Persons
with whom the Company and the Subsidiaries transact business. Without the prior written
consent of Parent, and except as set forth on Schedule 7.1 or as otherwise contemplated hereby,
the Company and the Company Subsidiaries will not:

(a) (1) make, declare or pay any dividend or distribution on, or directly or
indirectly redeem, purchase or otherwise acquire, any shares of capital stock of the Company,
(ii) grant (whether or not for consideration) any Person any option or other right to acquire any
shares of capital stock or Other Securities of the Company or the Company Subsidiaries,
(i1i) issue (whether or not for consideration) any shares of capital stock or other securities of the
Company or the Company Subsidiaries other than pursuant to the exercise of Warrants
outstanding as of the date hereof or (iv)effected any stock split or otherwise change its
capitalization;

{b) sell, transfer, pledge otherwise create any Encumbrance or otherwise
dispose of any assets of the Company or the Company Subsidiaries valued at more than
$1,000,000;

(c) amend its Certificate of Incorporation or Bylaws or equivalent
organizational documents:

(d) acquire capital stock or other securities or substantially all of the assets of
any other Person, merge or consolidate with or into any other Person, dissolve or liquidate;

(e) make any single capital expenditure or enter into any Contract or
commitment therefor in excess of $300,000 individually or $700,000 in the aggregate;

(f) materially change any method or principle of accounting, or any Tax
reporting principles, methods or policies except to the extent required by GAAP or Applicable
Law;
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(g) except as required by Applicable Law, change any Tax reporting
principles, methods or policies of any of the Company or any Company Subsidiary;

(h) amend or terminate. or waive, release or assign any material rights or
claims with respect to, any Company Contract or Permit other than in the ordinary course of
business;

(1) enter into or modify any standstill or non-compete contracts under which
the Company or any Company Subsidiary is the obligor, or modify or waive any of their rights
under any existing standstill or non-compete contract under which the Company or any
Company Subsidiary is the beneficiary;

1 enter into or modify any Contract that would constitute a Company
Contract other than Contracts: (i) with a term of less than one (1) year, (ii) which involve
expenditures by the Company or any Company Subsidiary of not more than $750,000
individually or $2,500.000 in the aggregate or (iii) which are entered into or moditied in the
ordinary course of business;

(k) amend the Real Property Leases or enter into any other real property lease
or enter into a Contract with respect to the acquisition of real property;

) except (1) in the ordinary course of business and consistent with past
practices of the Company and the Company Subsidiaries or (ii) as required by the terms and
provisions of written contracts between any of the Company or any Company Subsidiary and an
employee thereof as in existence on the date of this Agreement: (A) adopt or amend any Benetit
Plan or increase in any manner the aggregate compensation or fringe benefits of any director,
officer or employee of any of the Company and the Company Subsidiaries; (B) grant any
unusual or extraordinary bonus, benefit or other direct or indirect compensation to any director,
oftficer, employee or consultant, (C) increase the coverage or benefits available under any (or
create any new) severance pay, termination pay, vacation pay, company awards, salary
continuation for disability, sick leave, deferred compensation, bonus or other incentive
compensation, insurance, pension or other employee benefit plan or arrangement made to, for, or
with any of the directors, officers, employees, agents or representatives of the Company or any
Company Subsidiary or otherwise modify or amend or terminate any such plan or arrangement,
or (D) enter into any employment, deferred compensation, severance, special pay, consulting,
non-competition or similar agreement or arrangement with any directors or officers of the
Company or any Company Subsidiary (or amend any such agreement to which the Company or
any Company Subsidiary is a party);

(m) (i) change or modify its credit, collection or payment policies, procedures
or practices, including accelerating collection of accounts receivable or delaying payment of
accounts payable or (ii) change cash balances of the Company or the Company Subsidiaries from
the collection, payment, and cash management policies of the Company and the Company
Subsidiaries other than in the ordinary course of business consistent with past practices;

(m)  hire or appoint any new officers, directors or material exempt employees
except (i) to replace existing employees at similar compensation levels, (ii) for any new
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employees hired in the ordinary course of business or (iii) for temporary employees that will not
be retained by the Company or the Company Subsidiaries tor more than 30 days following the
Closing Date;

(0) enter into any new intercompany transaction, agreement, arrangement, or
understanding with, directly or indirectly, any officer or director or Aftiliate, or make any
payment or distribution to any of the foregoing other than (i) advances to directors, officers and
employees ot the Company or the Company Subsidiaries in the ordinary course of business and
consistent with past practices of the Company and the Company Subsidiaries not to exceed, in
the aggregate, $150,000 and (ii) transactions between the Company and/or the Company
Subsidiaries;

(p) commence any Action other than in the ordinary course of business,
consistent with past practice;

{q) fail to maintain the books, records and accounts of the Company and the
Company Subsidiaries in the ordinary course;

(r) (i) make, change or revoke any material Tax election, settle or
compromise any material Tax claim or liability or change (or make a request to any Taxing
Authority to change) any material aspect of its method of accounting tor Tax purposes, or
(i1) prepare or file any Tax Return (or any amendment thereof) unless such Tax Return is
prepared in accordance with Section 9.2(a).

(s) settle or compromise any material Action, if such settlement or
compromise would individually or in the aggregate, reasonably be expected to be greater than
$2,500,000;

€3] except in the ordinary course of business and consistent with past practices
of the Company, and except for current liabilities within the meaning of GAAP, incurred in the
ordinary course of business and consistent with past practices of the Company and the Company
Subsidiaries, enter into any financing agreement, incur or assume any Indebtedness (except in
the ordinary course of business and existing overdraft facilities at the bank of the Company and
the Company Subsidiaries), assume, guarantee, endorse or otherwise become liable or
responsible for the obligations of any other Person (other than endorsements of checks in the
ordinary course) or make any loans, advances or capital contributions to, or investments in, any
Person (other than among the Company and the Company Subsidiaries), other than advances
permitted by subsection (n) of this Section 7.1;

(u) pay, discharge or satisfy any material (in excess of $1,000,000) claims,
liabilities or obligations (absolute, accrued, asserted or unasserted. contingent or otherwise),
other than in the ordinary course of business and consistent with past practices of the Company;

(v) transter ownership or license rights, on an exclusive basis, to any third

Person, any Company Intellectual Property, or cause any material Company Intellectual Property
to lapse;
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(w)  grant any severance or termination pay to any director or employee
(including officer) of the Company or the Company Subsidiaries, other than those made
(1) pursuant to existing Contracts, (ii) in the ordinary course of business, consistent with past
practice or (iii) to the extent required by Applicable Law:

(x) enter into, modify or terminate any labor or collective bargaining
agreement of the Company or the Company Subsidiaries or, through negotiation or otherwise,
make any commitment or incur any liability to any labor organization with respect to the
Company and the Company Subsidiaries;

(y) except as required by Applicable Law, introduce any material change with
respect to the operation of the Company and the Company Subsidiaries, including any material
change in the types, nature, composition or quality of its products or services;

(z) take any action which would be reasonably anticipated to prevent the
ability of the parties to consummate the Transactions:

(aa) enter into any Contract, understanding or commitment that restrains,
restricts, limits or impedes the ability of the Company or any Company Subsidiary to compete
with or conduct any business or line of business in any geographic area or solicit the employment
of any persons: or

(bb)  agree in writing or otherwise to take any of the foregoing actions.

7.2 Efforts to Close; Consents; Contract Terminations.

(a) From the date hereof through the Closing Date, each party hereto shall use
reasonable efforts to take, or cause to be taken, such actions. and shall do, or cause to be done,
such things necessary, proper or advisable to consummate and make effective as promptly as
practicable the Transactions.

(b) Parent, Merger Sub, the Company and the Company Subsidiaries shall
take, or cause to be taken by others, commercially reasonable steps to obtain and satisfy, at the
earliest practicable date, all consents, waivers, approvals and notices required under any
Contracts and/or in order to satisfy the condition in Section 10.3(f). All such consents, waivers,
approvals and notices shall be in writing and in form and substance reasonably satisfactory to
Parent, and executed counterparts of such consents, waivers and approvals shall be delivered to
Parent promptly after receipt thereof, and copies of such notices shall be delivered to Parent
promptly atter the making thereof. The Company shall be required to make any commercially-
reasonable expenditures necessary to obtain such consents and/or in order to satisfy the condition
in Section 10.3(f). Notwithstanding anything to the contrary in this Agreement, neither Parent
nor any of its Affiliates shall be required to pay any amounts in connection with obtaining any
consent, waiver or approval and/or to cause the satisfaction of the condition in Section 10.3(f).

(©) At Parent’s direction, the Company shall, at the Company's cost and

expense, terminate the New CVS Contract prior to Closing and pay any termination fee due in
connection therewith.
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(d) The Company shall use commercially reasonable efforts to obtain
executed counterparts to retention agreement(s), substantially in the form reasonably acceptable
to Parent and the employees that are signatories thereto (the “Retention Agreements”™), duly
executed by the Company on the one hand and each of Robert Fahlman, Les Granow, Garrison
Rios and Jeffrey McManus on the other hand.

(e) At the direction of Parent, the Company shall, at its sole cost and expense
if terminated prior to the Closing or at the sole cost and expense of the Stockholders if
terminated following the Closing, terminate (i) any and all agreements existing at the Closing
between the Company and the Company Subsidiaries on the one hand and McKesson Health
Solutions and its Affiliates on the other hand, including the McKesson Health Solutions Master
Agreement No. 13485, and related order forms (including the order form dated July 15, 2008),
attachments, exhibits and schedules and (ii) any additional Contracts existing on the date hereof
(A) which may be added to the Disclosure Schedules following the date hereof pursuant to
Section 7.7 hereof or otherwise, or (B) which were not provided to Parent in complete form prior
to the date hereof, which Parent requests the termination of as a condition to Closing.

7.3 No Solicitation of Transactions. From the date hereof through the Closing Date,
none of the Stockholder Parties, the Company or the Company Subsidiaries shall directly or
indirectly solicit, encourage, initiate or hold discussions or negotiations with, provide any
nonpublic information to, or enter into any agreement with, any Person (other than Parent and its
Representatives) with respect to a merger, consolidation, sale of substantial or significant amount
of assets, sale of securities or acquisition of beneficial ownership of or to vote securities of the
Company, liquidation, dissolution or similar transaction or business combination involving the
Company. The Company shall promptly inform Parent of any inquiry (including the terms
thereof and the identity of the Person making such inquiry) which it or any Stockholder Party
receives in respect of any such transaction.

7.4 Voting: No Transfers. The Stockholder Parties agree that, during the time this
Agreement is in etfect, they shall vote their shares of Company Capital Stock: (a) in tavor of the
Merger and this Agreement and (b) against any proposal for any recapitalization, merger (other
than the Merger), sale of assets or other business combination between the Company and any
Person or which would result in any of the conditions to Closing to this Agreement not being
fulfilled. The Stockholder Parties hereby covenant and agree that, from the date hereof to the
earlier to occur of the termination of this Agreement or the Closing Date, they shall not, and shall
not offer or agree to, sell, transfer, tender, assign, hypothecate or otherwise dispose of, or create
or permit to exist any Encumbrance (other than securities law restrictions of general applicability
and Permitted Encumbrances) on, or grant any proxy with respect to, the shares of Company
Capital Stock now owned or that may hereafter be acquired by the Stockholder Parties at any
time prior to the Closing Date and any attempt by any Stockholder Party to the transfer of shares
of Company Capital Stock shall be void ab initio.

7.5  Access to Information. The Company and the Company Subsidiaries shall afford
to the Parent, Merger Sub and their respective Representatives reasonable access, during normal
business hours and upon advance notice, to their assets, books and records. and facilities
(including all real property subject to the Real Property Leases and the buildings, structures,
fixtures, appurtenances and improvements erected, attached or located thereon), books, contracts,
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commitments. Tax Returns, records, financial information (including working papers and data in
-the possession ot the Company, the Company Subsidiaries or their respective independent public
accountants, internal audit reports, and "management letters" from such accountants with respect
to the Company's systems of internal controls) and Contracts ot the Company and the Company
Subsidiaries as may reasonably be requested for purposes of transition planning; provided,
however, that such investigation shall not unreasonably interfere with the Businesses or
operations of the Company or the Company Subsidiaries; and, provided, further, that the
Company and the Company Subsidiaries shall not be required to violate any legally binding
confidentiality obligations to which they are subject or any attorney-client or similar privilege
held by them. Parent, Merger Sub and their respective Representatives shall not speak with the
employees, customers, distributors or suppliers of the Company or the Company Subsidiaries
without the prior written consent of the Stockholder Representative. No information provided to
or obtained by Parent pursuant to this Section 7.5 shall limit or otherwise affect the remedies
available hereunder to Parent (including Parent’s right to seek indemnification pursuant to
Section 11), or the representations or warranties of, or the conditions to the obligations of, the
parties hereto.

7.6 Stockholder Approval. Promptly hereatter, the Company shall, in accordance
with its Certificate of Incorporation and Bylaws and the applicable requirements of the DGCL,
obtain the requisite approval of the Stockholders for the Merger and the Transactions. Any
information statement, proxy statement or similar document the Company delivers to its
Stockholders in connection with such solicitation shall be subject to the approval of Parent (not
to be unreasonably withheld, delayed or conditioned). Without limiting the foregoing,
immediately following the execution of this Agreement, the Stockholder Parties shall execute
and deliver to the Company (with a copy to Parent) the Stockholder Consent by which they shall
approve this Agreement, the Merger and the other Transactions and shall not revoke the
Stockholder Consent.

7.7 Disclosure Schedules; Notices of Breaches.

(a) Promptly upon becoming aware thereof, the Company, on the one hand,
and Parent and Merger Sub. on the other, shall promptly notify the other of any event, condition
or circumstance occurring from the date hereof through the Closing Date that would constitute a
material violation or breach of this Agreement by: (i) the Company or a Stockholder Party or
(ii) Parent or Merger Sub, respectively.

(b) The Company may, from time to time prior to or at the Closing, by notice
in accordance with the terms of this Agreement, supplement or amend the Disclosure Schedule,
including one or more supplements or amendments to correct any matter which would constitute
a breach of any representation, warranty, agreement or covenant contained herein. No such
supplement, amendment or addition shall be evidence, in and of itself, that the representations
and warranties in the corresponding Section are no longer true and correct in all material
respects. It is specifically agreed that such schedules may be amended to add immaterial, as well
as material, items thereto. Subject to Sections 7.7(c) and 7.7(d), no such supplement or
amendment of or to the Disclosure Schedule shall be deemed to cure any breach and the delivery
of any such supplemental disclosure shall not limit or otherwise affect the remedies available

W02-WEST: 1 SWCI\403852858.2 -46-



hereunder to the party receiving such notice, or the representations or warranties of, or the
conditions to the obligations of, the parties hereto including those set forth in Section 10.

(c) Notwithstanding Section 7.7(b) and subject to Section 7.7(d), it (A)an
event. condition or circumstance arises following the date hereof but prior to Closing that would
cause a failure of the conditions to Closing set forth in Section 10.3(d), (B) such failures do not
result from a breach of the Company's, the Company Subsidiaries' or the Stockholder Parties'
covenants between signing and Closing hereunder and (C) there is no dispute between the
Company and Parent as to the immediately foregoing clauses (A) or (B), then the Company shall
be entitled to terminate this Agreement by written notice 1o Parent and the Company shall have
no liability related to Parent in connection with termination; provided, that the Company shall
not have such termination right in the event that Parent agrees to (X) waive the failures of the
condition Section 10.3(d) and (Y) to forego any right to post-Closing indemnity in respect of
such event, condition or circumstance.

(d) Notwithstanding Sections 7.7(b) and 7.7(c), if there is any event, condition
or circumstance following the date hereof but prior to Closing which the Company asserts (i) has
caused a tailure of the condition in Section 10.3(d) and (ii) was not caused by a breach of the
Company's, the Company Subsidiaries’ or the Stockholder Parties' covenants between signing
and Closing hereunder and Parent either (A) disputes that there has been a failure of the
condition in Section 10.3(d) or (B) agrees that there was such a failure but asserts that such
failure was caused by a breach of the Company's, the Company Subsidiaries' or the Stockholder
Parties' covenants between signing and Closing hereunder, then Parent shall be entitled to cause
the Company to (and the Company and the Stockholder Parties shall), proceed with the Closing
as if the condition in Section {0.3(d) has been satisfied and, folowing the Closing, the parties
shall submit to arbitration, in accordance with Section 13.8, the question(s) ot whether such
event, condition or circumstance resulted in a failure ot the condition in Section 10.3(d) and
whether such event, condition or circumstance was caused by a breach of the Company's, the
Company Subsidiaries' or the Stockholder Parties' covenants between signing and Closing
hereunder. If the arbitrator determines that such event, condition or circumstance resulted in a
failure of the condition in Section 10.3(d) and that such event, condition or circumstance did not
result from a breach of the Company's covenants between signing and Closing hereunder, then
the Parent Indemnitees shall not be entitled, and shall be deemed to have waived any rights, to
indemnification pursuant hereto in respect of such event, condition or circumstance. If the
arbitrator determines that (A) there was not a failure of the condition in Section 10.3(d) or
(B) there was a failure of the condition in Section 10.3(d) but that such failure was caused by a
breach of the Company's, the Company Subsidiaries' or the Stockholder Parties' covenants
between signing and Closing hereunder, then the Parent Indemnitees shall be entitled to
indemnification pursuant hereto (but subject to any applicable limitations in Section | hereof)
in respect ot such event, condition or circumstance.

7.8  Confidentiality. The terms of the Confidentiality Agreement, dated April 22,
2011, by and between Parent and the Company (the "Contidentiality Agreement") are hereby
incorporated by reference and shall continue in full force and effect until the Closing, at which
time such Confidentiality Agreement and the obligations of Parent under this Section 7.8 shall
terminate.  If this Agreement is, for any reason, terminated prior to the Closing, the
Confidentiality Agreement shall continue in full force and effect in respect of any confidential
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information in accordance with its terms. Parent agrees that, if it discovers after the Closing
Date that any of its or its Atfiliates’ employees or Representatives possesses any contidential or
proprietary document which they are not entitled to possess, then it will immediately return such
document to the Company or destroy such document (and, upon request, certify as to the
destruction thereot).

7.9 Stockholders' Access to Records after Closing: Assistance by Parent.

(a) For a period of seven (7) years after the Closing Date, the Stockholders
shall have reasonable access to all of the books and records of the Company and each Company
Subsidiary (including any books and records relating to Taxes and Tax Returns of the Company
and each Company Subsidiary), to the extent that such access may reasonably be required by a
Stockholder in connection with matters relating to or atfected by the operations of the Company
and each Company Subsidiary prior to the Closing Date, including the preparation of Tax
Returns, any Tax audits, the defense or prosecution of litigation (including arbitration or
mediation) and any other reasonable need of the Stockholders to consult such books and records.
Such access shall be atforded by Parent upon receipt of reasonable advance notice and during
normal business hours. The Stockholder seeking access shall be solely responsible for any costs
or expenses incurred by it pursuant to this Section 7.9(a). If any such books or records, or any
other documents which the Stockholders have the right to have access to pursuant to this
Section 7.9(a) are produced by Parent, the Company or the Company Subsidiaries to an actual or
potentially adverse party (e.g., in litigation or in connection with a government investigation),
then Parent shall endeavor to immediately make all such books, records and/or documents
produced available for inspection and copying by the Stockholders concurrently with the
production of such books, records and/or documents. In addition, if Parent, the Company or any
Company Subsidiary desires to dispose of any of such books or records prior to the expiration of
such seven (7)-year period, Parent shall, prior to such disposition, give the Stockholders a
reasonable opportunity, at the Company's or Company Subsidiary's expense, as applicable, to
segregate and remove such books and records as the Stockholder may select.

(b) Parent shall provide to any Stockholder so requesting, reasonable
assistance, at the Stockholders' expense, by providing employees of the Company or any
Company Subsidiary to act as witnesses and preparing documents, reports and other information
requested by the Stockholder in support of the activities described in Section 7.9(a).

(©) Any Stockholder may retain copies of any Contracts, documents or
records: (i) which relate to properties or activities of such Stockholder other than the Company
or the Company Subsidiaries or (ii) which are required to be retained pursuant to any legal
requirement or are subject to the attorney-client privilege, or for financial reporting purposes, for
Tax purposes or for legal defense or prosecution purposes.

7.10 Regulatory and Antitrust Approval.

(a) Each of Parent and the Company will give any notices to, make any filings
with, and use its commercially reasonable efforts to obtain at the earliest practical date any
authorizations, consents and approvals of any Governmental Authorities which are necessary to
consummate the Transactions, including the consents, waivers, approvals, Orders, Permits,
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authorizations, declarations, filings and notices referred to in Sections 5.3(a)(v) and 6.3(c).
Without limiting the generality of the foregoing (i) within ten (10) business days of the date
hereot, each of Parent and the Company will make all filings with the DOJ and the FTC of any
notitications required to be filed under the HSR Act and the rules promulgated thereunder with
respect to the Transactions, and (ii) within four (4) weeks following the date hereof, each of
Parent and the Company will make all other filings required by other Antitrust Laws. Each of
Parent and the Company shall furnish to the other such necessary information and reasonable
assistance and cooperation as the other may request in connection with its preparation of any
filing or submission that is necessary to consummate the Transactions (including filings under
the HSR Act and other Antitrust Laws). Parent and the Company shall use commercially
reasonable efforts to comply as promptly as practicable with any requests made for any
additional information in connection with such filings or acttons. The parties shall also file any
post-transaction notices as may be required by such Governmental Authorities within the time
periods prescribed by Applicable Law. Parent and the Company shall keep each other apprised
of the status of any communications with, and any inquiries or requests for additional
information from, the DOJ or the FTC and use commercially reasonable efforts to comply
promptly with any such inquiry or request. No party hereto shall independently participate in
any formal or informal meeting with any Governmental Authority in respect ot any such filings,
investigation or other inquiry without giving the other parties hereto prior notice of the meeting
and, to the extent permitted by such Governmental Authority, the opportunity to attend and/or
participate. Subject to Applicable Law, the parties hereto shall consult and cooperate with one
another in connection with the matters described in this Section 7.10, including in connection
with any analyses, appearances, presentations, memoranda, briefs, arguments, opinions and
proposals made or submitted by or on behalf of any party hereto relating to proceedings under
the HSR Act or other Antitrust Laws.

(b) Each of Parent, the Stockholder Parties and the Company shall use
commercially reasonable efforts to resolve such objections, if any, as may be asserted by any
Governmental Authority with respect to the Transactions under any Aatitrust Laws. Each of
Parent and the Company will use its commercially reasonabie etforts to take such actions as may
be required to cause the expiration of the waiting or notice periods under the HSR Act and under
other Antitrust Laws with respect to the Transactions as promptly as possible after the execution
of this Agreement and to avoid the entry of, or to effect the dissolution of, any decree. order,
judgment, injunction, temporary restraining order or other order in any Action, that would
otherwise have the effect of preventing or materially -delaying the consummation of the
Transactions.

{c) Parent shall diligently file all necessary forms with the insurance
commissioners in the respective states ot domicile of the Company Subsidiaries seeking approval
of Parent's acquisition of control of each such Company Subsidiary resulting from the Merger
under the insurance holding company system laws of the applicable Company Subsidiary's state
of domicile (the "State Insurance Filings"). Parent shall use its commercially reasonable efforts
to obtain approval of the State Insurance Filings as promptly as practicable. The Company and
the Company Subsidiaries, as applicable, shall promptly provide Parent with their full
cooperation and assistance in connection with the State Insurance Filings. Parent, on the one
hand, and the Company and the applicable Company Subsidiaries, on the other hand, agree to
respond, as promptly as practicable, to any requests for information, inquiries or comment letters
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issued by the applicable insurance commissioners in connection with the State Insurance Filings.
Furthermore, Parent, the Company and the Company Subsidiaries respectively agree to respond.
as promptly as practicable, to any proposed undertakings or commitments sought by insurance
comimissioners from Parent, the Surviving Corporation, the Company Subsidiaries or the
Company in connection with the State Insurance Filings.

(d) If required, the Company Subsidiaries shall diligently and timely file all
pre-acquisition notification filings with the applicable insurance commissioners to demonstrate
that the Merger will not violate the competitive standard in the applicable state's insurance
holding company system laws (the "Competition Filings"). The Company Subsidiaries, if
applicable, shall use their commercially reasonable efforts to have the Competition Filings
deemed approved as promptly as practicable. Parent shall promptly provide the Company
Subsidiaries with its full cooperation and assistance in connection with the Competition Filings.
The Company Subsidiaries. on the one hand, and Parent. on the other hand, agree to respond, as
promptly as practicable, to any requests for information, inquiries or comment letters issued by
the applicable insurance commissioners. Furthermore, Parent and the Company Subsidiaries
respectively agree to respond, as promptly as practicable, to any proposed undertakings or
commitments sought by insurance commissioners trom Parent, the Surviving Corporation, the
Company Subsidiaries or the Company in connection with the Competition Filings.

(e) [n addition to the foregoing obligations of the parties in this Section 7.10,
Parent and the Compuny will use commercially reasonable efforts to effectuate the Merger and
make effective the other Transactions. Without limiting the generality of the foregoing, each
party to this Agreement will: (i) make any filings and give any notices required to be made or
given by such party in connection with the Merger and the other Transactions; (ii) use
commercially reasonable efforts to obtain any consent required to be obtained (pursuant to any
applicable legal requirement. contract or otherwise) by such party in connection with the Merger
or any of the other Transactions, including accepting or entering into undertakings or
commitments sought by Governmental Authorities that are usual, customary and reasonable for
transactions of the type contemplated by this Agreement; and (iii) use commercially reasonable
efforts to lift any restraint, injunction or other legal bar to the Merger.

(f) Notwithstanding anything to the contrary in this Section 7.10 or otherwise,
in no event shall Parent, the Company nor any of their respective Affiliates be required pursuant
to this Section 7.10 or otherwise (i) to pay any material amounts (other than as set forth in
Section 7.10(m) and costs and expenses in connection with satisfying the covenants to close set
forth herein), (ii) to hold separate (including by trust or otherwise) or divest any of Parent's, the
Company's or their respective Affiliates' businesses, product lines or assets, (iii) to agree to any
material structural or non-structural limitation on Parent's, the Company's or their respective
Affiliates’ businesses, assets or operations or (iv) to waive any of the conditions set forth in
Section 10 of this Agreement. Without limiting the generality of the foregoing (and
notwithstanding anything to the contrary in this Section 7.10 or otherwise), neither the Company
nor any Company Subsidiary shall take any of the actions contemplated by clauses (ii) or (iii)
above without Parent’s prior written consent which may be withheld in Parent's sole discretion.
Each of Parent and the Company will promptly deliver to the other a copy of each such filing
made, each such notice given and each such consent obtained.
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(g) Notwithstanding anything to the contrary in this Section 7.10 or otherwise,
Parent will have the sole and exclusive right to determine whether to take any actions in
connection with any demands for sale. divestiture or disposition of assets or business of Parent.
the Company, the Company Subsidiaries or their respective Atfiliates or other relief asserted by
the DOJ. the FTC or other Governmental Authority in connection with antitrust or competition
matters or to defend through litigation any proceeding commenced by the DOJ, the FTC or other
Governmental Authority in connection with the transaction contemplated hereby and by the other
Ancillary Agreement; any such determination by Parent shall not atfect any party's right to
terminate this Agreement pursuant to Section 12 so long as such party has up to then complied in
all material respects with its obligations under this Section 7.10. Parent shall have the sole and
exclusive right to direct and control any such litigation, negotiation or other action, with counsel
of its own choosing.

(h) Each party will use commercially reasonable etforts to file, as promptly as
practicable, all notices, reports and other documents required to be filed by such party with any
Governmental Authority with respect to the Merger and the other Transactions, and to submit
promptly any additional information requested by any such Governmental Authority, including
the provision by the Company Subsidiaries of notices to CMS, with a separate notice to CMS
Medicare Drug Benefit Group and Central Office MA plan manager no later than thirty (30) days
prior to the date of Closing.

(1) Parent and the Company will promptly inform the other of any
communication from any Governmental Authority regarding the Merger, and consult and
cooperate with one another, and consider in good faith the views of one another, in connection
with any analysis, appearance, presentation, memorandum, brief, argument, opinion or proposal
made or submitted by either of them in connection with any investigation by any Governmental
Authority of the Merger or legal proceeding relating to the Merger. In addition, except as may
be prohibited by any Governmental Authority or by any Applicable Law, in connection with any
investigation or legal proceeding relating to the Merger to which either Parent or the Company is
a party, each of Parent and the Company will provide prompt notice of and permit authorized
Representatives of the other party to be present at each meeting or conference relating to any
such investigation or legal proceeding and to be consulted in connection with any document,
opinion or proposal made or submitted to any Governmental Authority in connection with any
such investigation or legal proceeding.

) If any Action is instituted (or threatened to be instituted) challenging the
Transactions as in violation of any Applicable Law, the Stockholder Parties and the Company
shall, at Parent's request, use commercially reasonable efforts, and Parent shall cooperate with
the Stockholder Parties and the Company, to contest and resist any such Action, and to have
vacated. lifted, reversed or overturned any decree, judgment, injunction or other order whether
temporary, preliminary or permanent, that is in effect and that prohibits, prevents or restricts
consummation of the Transactions, including by pursuing all available avenues of administrative
and judicial appeal.

(k) The Company shall, and the Stockholder Parties shall cause the Company

to, cooperate in taking any action required to be taken by any Governmental Authority in
connection with the Transactions that is within its control and that Parent reasonably requests the
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Company to take so long as the effectiveness of such action is conditioned on the consummation
of the Transactions; provided, that the Company shall not be required to take any actions that,
individually or in the aggregate, would in the reasonable judgment of the Company result in a
negative impact on the business of the Company if the Transactions are not consummated.

) Notwithstanding anything in this Agreement to the contrary. Parent
acknowledges on behalf of itself and its Affiliates, successors and assigns that the operation of
the Company's business shall remain in the dominion and control of the Company until the
Closing and that none of the foregoing Persons will provide, directly or indirectly, any
directions, orders, advice, aid, assistance or information to any director, officer or employee of
the Company or any of the Company Subsidiaries except as specifically contemplated or
permitted by this Section 7.10.

(m)  Parent shall pay any and all filing fees incurred in connection with the
filings made by the parties to comply with this Section 7.10. All out-of-pocket expenses
incurred by Parent, the Company or the Stockholder Parties in connection with their respective
obligations pursuant to this Section 7.10 shall be borne by the party incurring such expenses.

7.11 Publicity.

(a) After the date hereof and prior to the Closing, no public release or
announcement concerning the Transactions shall be issued by any party or any party's respective
Affiliates without the prior written consent of both Parent and the Company, except as such
release or announcement may be required by Applicable Law or the rules or regulations of any
United States or foreign securities exchange, in which case the party required to make the release
or announcement shall allow the other parties reasonable time to comment on or seek a
protective order with respect to such release or announcement in advance of such issuance.

(b) After the Closing, no public release or announcement concemning the
Transactions shall be issued by any party or any party's respective Affiliates without the prior
written consent of both Parent and the Stockholder Representative, as the case may be (which
consent shall not be unreasonably conditioned, withheld or delayed), except as such release or
announcement may be required by Applicable Law or the rules or regulations of any United
States or foreign securities exchange, in which case the party required to make the release or
announcement shall allow the other parties reasonable time to comment on or seek a protective
order with respect to such release or announcement in advance of such issuance.

.7.12  Insurance Matters.

(a) Prior to the Closing, the Stockhoider Parties and the Company shall
cooperate with Parent and use commercially reasonable ctforts to obtain, at Parent's expense,
"tail" coverage with respect to any "claims-made” insurance policy of the Company or the
Company Subsidiaries (a true, correct and complete list of such policies being set forth on
Schedule 5.20), such coverage to be in place for a duration specified by Parent. Any such "tail"
policy shall be obtained from the issuer of the "claims made" policy which such "tail” coverage
supplements or, if specified by Parent, through Parent's insurance broker or carrier.
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(b) Prior to the Closing, the Company shall obtain, at the Parent’s expense,
from the issuer of its existing directors' and officers’ liability insurance policy, six (6) years of
“tail" coverage with respect to such policy.

7.13 Related-Party Transactions. On or prior to the Closing Date, the Company shall
and the Stockholder Parties shall cause the Company to (a) pay or otherwise satisfy all
obligations ot the Company and the Company Subsidiaries to any Stockholder or any of their
respective Affiliates (other than obligations of the Company and the Company Subsidiaries to its
employees, officers and directors set forth in the Disclosure Schedules), (b) terminate all
Contracts with the Stockholders or their respective Atfiliates (other than (i) those Contracts set
forth on Schedule 7.13 and (ii) Contracts between the Company or the Company Subsidiaries
and their employees, otficers and directors set forth in the Disclosure Schedules) and (c) deliver
releases executed by such Affiliates with whom the Company has terminated such Contracts
pursuant to this Section 7.13 providing that no further payments are due, or may become due,
under or in respect of any such terminated Contacts.

7.14  401(k) Plan Vesting. Prior to the Closing, the Company shall amend the Arcadian
Management Services, Inc. 401(k) Plan (the "401(k) Plan") to the extent necessary to bring the
401(k) Plan into compliance with all applicable laws and regulations that require amendments
through the date of the Closing, and vest all participants in their accounts prior to the Closing
Date but contingent on the Closing.

7.15  Section 409A Correction. Prior to the Closing, the Company shall take all steps
necessary to correct its failure to properly report the violations of Section 409A of the IRC which
resulted from the grants of stock options as described in Schedule 5.18(k), including (i) the
preparation and submission of any amended state and Federal employment Tax Returns,
(i1) issuance of Forms W2-C to impacted employees, (iii) payment of any and all income,
employment and other Tax amounts which were not paid with respect to prior Tax periods
(including the employee-portion of any income and/or employment Taxes) (iv) payment of, or-
reimbursement for, any Taxes relating to any the of foregoing under Section 409A of the IRC or
otherwise, and (v) payment of, or reimbursement tor, any additional amounts as are required to
cover any additional Tax liability to the Company or its current or former employees resulting
from the payments contemplated by clauses (i) through (iv) and this clause (v).

7.16 Compliance Plans. The Company and the Company Subsidiaries shali use their
best efforts to (i) develop and submit to CMS or any other applicable Governmental Authority
any Corrective Action Plan requested or required in respect of the disclosures under clause (i) of
Section 5.26(b), (ii) implement any changes to any proposed or previously-adopted Corrective
Action Plan which are requested or required by CMS or any other applicable Governmental
Authority; and (iii) comply in all material respects with all Corrective Action Plans.

Section 8
POST-CLOSING COVENANTS

8.1 Release.

W02-WEST:1SWC 1403852858 2 -53-



(a) As of the Closing, the Stockholder Parties. on behalf of themselves and
their respective their respective Affiliates, ofticers, directors, stockholders, members. managers,
employees, agents, attorneys, representatives, predecessors, successors and assigns (collectively,
the "Stockholder Releasing Parties”), hereby. irrevocably and unconditionally, fully and forever
acquit, release. covenant not to sue, discharge und agree to hold harmless the Surviving
Company, the Company Subsidiaries and Parent, and their respective Affiliates, officers,
directors, stockholders, members, managers, employees, agents, attormeys, representatives,
predecessors. successors and assigns (collectively, the "Parent Releasing Parties"), from any and
all actions, claims, charges, demands, damages, losses, obligations, liabilities, costs, expenses
(including, without limitation, attorneys' fees and court costs), causes of action, debts, contracts,
torts, covenants, fiduciary duties, responsibilities, suits and judgments, at law or in equity, of
every nature and kind, including claims for breach of contract (including claims arising out of
any employment agreement, offer letter, employee benefit plan, stock incentive plan, bonus plan,
severance agreement or other agreement), tort, fraud or misrepresentation, violation of any
federal, state, or local civil rights laws of any jurisdiction, based on any protected class status,
defamation, intentional or negligent infliction of emotional distress, breach of the covenant of
sood faith and fair dealing, promissory estoppel or negligence that the Stockholder Releasing
Parties have. may have had or may have in the future against the Parent Releasing Parties,
whether known or unknown, for all matters relating to, arising out of or in connection with
dealings between the Stockholder Releasing Parties and the Parent Releasing Parties from the
beginning of time through the date hereof, except as set forth in Section 8.1(c).

(b) As of the Closing, Parent, on behalf of itself and the Parent Releasing
Parties hereby, irrevocably and unconditionally, fully and forever acquit. release, covenant not to
sue, discharge and agree to hold harmliess the Stockholder Releasing Parties, from any and all
actions, claims, charges, demands, damages, losses, obligations, liabilities, costs, expenses
(including, without limitation, attorneys' fees and court costs), causes of action, debts, contracts,
torts, covenants, fiduciary duties, responsibilities, suits and judgments, at law or in equity, of
every nature and kind that the Parent Releasing Parties have, may have had or may have in the
future against the Stockholder Releasing Parties, whether known or unknown, for all matters
relating to, arising out of or in connection with dealings between the Parent Releasing Parties and
the Stockholder Releasing Parties from the beginning of time through the date hereof, except as

set torth in Section 8.1(c).

{c) Notwithstanding anything to the contrary, this Section 8.1 does not give
up the rights of any party to the following claims that the party has or may have: (i) to seek
indemnification pursuant to Applicable Law or the Certificate of Incorporation or Bylaws or
equivalent documents of the Company or the Company Subsidiaries, (ii) to seek coverage under
directors' and officers’ liability insurance policies maintained or required to be maintained by
Parent, the Company or the Company Subsidiaries, (iii) to any accrued but unpaid compensation
owed as of the Closing Date, (iv) to any accrued but unpaid business expenses to the extent such
expenses are reimbursable under the Company or the Company Subsidiaries' existing company
policies, (v) to rights under any benefit plan maintained, contributed to or sponsored by the
Company or the Company Subsidiaries as of the Closing Date or (vi) to enforce any rights under
this Agreement, the Ancillary Agreements or any other document executed in conjunction
therewith.
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(d) The Stockholder Releasing Parties and Parent Releasing Parties hereby
acknowledge that they have been fully advised by their attorneys ot the contents of Section 1542
of the California Civil Code. which provides:

"A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS
WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT
TO EXIST IN HIS OR HER FAVOR AT THE TIME OF
EXECUTING THE RELEASE. WHICH IF KNOWN BY HIM
OR HER MUST HAVE MATERIALLY AFFECTED HIS OR
HER SETTLEMENT WITH THE DEBTOR."

(e) The Stockholder Releasing Parties and Parent Releasing Parties hereby
expressly waive and relinquish all rights and benefits under that section and any law or legal
principle of similar effect in any jurisdiction, which provides that a general release does not
extend to claims which such releasor does not know or suspect to exist in his, her or its favor at
the time of executing the release, which if known by him, her or it must have materially atfected
his, her or its settlement with the released party, with respect to the releases granted in this
Agreement. In this regard, each Stockholder Releasing Party and Parent Releasing Party
acknowledges that he, she or it is aware that any of the Stockholder Releasing Parties and Parent
Releasing Parties or their respective attorneys may hereafter discover claims or facts in addition
to or ditferent from those which the Stockholder Releasing Parties, and Parent Releasing Parties
or their respective attorneys now know or believe to exist with respect to the subject matter of
the foregoing releases, and it is his, her or its intention hereby to fully, finally, and forever settle
and release all possible claims purported to be released hereunder that he, she or it may have
against the Parent Releasing Parties or Stockholder Releasing Parties (as applicable). Further, it
is expressly understood that notwithstanding the discovery or existence of any such additional or
different claims or facts, the release given herein shall be and remain in effect as a full and
complete release with respect to all claims released hereunder. The release in this Section 8.1 is
for any relief, no matter how denominated, including, but not limited to, injunctive relief, wages,
front pay, compensatory damages, or punitive damages. The release in this Section 8.1 may not
be changed orally or in writing, except as provided in Section 13.4 hereof.

() The invalidity or unentforceability of any provision of this Section 8.1 shall
not affect or limit the validity or enforceability of any other provision hereof and it any particular
provision of this Section 8.1 shall be adjudicated to be invalid or unenforceable, such provision
shall be deemed amended to delete therefrom the portion thus adjudicated to be invalid or
unenforceable, such deletion to apply only with respect to the operation of such provision in the
particular jurisdiction in which such adjudication is made. The invalidity or unenforceability of
any provision of this Section 8.1 as to any Stockholder Releasing Party or Parent Releasing Party
(as applicable) shall not affect or limit the validity or enforceability of this Section 8.1 to any
other Stockholder Releasing Party or Parent Releasing Party (as applicable).

(g2) Each Stockholder Releasing Party and Parent Releasing Party represents
and agrees that (i) he, she or it has been encouraged to consult with an attorney of his, her or its
choice concerning his, her or its rights and the release granted in this Section 8.1, (ii) he, she or it
has thoroughly discussed all aspects of the release granted in this Section 8.1 and his, her or its
rights with his, her or its own attorney or other advisor of his, her or its choice to the full extent
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he, she or it wanted to do so before signing this Agreement, (iii) he, she or it understands he, she
or it is waiving legal rights or claims by signing this Agreement, (iv) he, she or it has carefully
read and fully understands this Agreement and the release granted in this Section 8.1, and (v) he,
she or it is voluntarily signing this Agreement.

(h) Each Stockholder Releasing Party and Parent Releasing Party
acknowledges that in entering this Agreement and the release contemplated hereby he, she or it
has done so treely and voluntarily and with knowledge of ail the material facts, and not as a
result of any duress, concealment, fraud or undue influence.

(i) To the extent permitted by Applicable Law, each Stockholder Releasing
Party and Parent Releasing Party covenants, agrees and promises that he, she or it will not file
any claim, charge or action asserting any such claims and, that if such a claim is brought on such
Person's behalf or for such Person's benefit in or by any court or administrative agency, such
Person hereby waives and agrees not to take any award or money or other damages as a result of
such claim. No Stockholder Releasing Party or Parent Releasing Party shall aid or assist any
other Person in connection with the pursuit of any claim that could not be brought by such
Stockholder Releasing Party or Parent Releasing Party (as applicable) hereunder, except in the
case ot a court order or validly issued subpoena.

8.2 Confidentiality. For a period of tive (5) years following the Closing Date, each
Stockholder Party shall keep secret and retain in strictest confidence, and shall not, without the
prior written consent of Parent. furnish, make available or disclose to any third party or use for
the benefit of itself or any third party, any Confidential Information. "Confidential Information"
shall mean any contidential, proprietary or non-public information relating to: (a) this Agreement
or the Ancillary Agreements or the Transactions or (b) the Business and the business or affairs of
the Company and the Company Subsidiaries, including, without limitation, information relating
to financial statements, client or customer identities, potential clients or customers, employees,
suppliers, servicing methods, equipment, programs, strategies and information, analyses, profit
margins or other proprietary information. Notwithstanding the foregoing, "Confidential
Information" shall not include any information which: (w) is or becomes generally available to
the public through no wrongful act on the part of a Stockholder Party, (x) was or is disclosed to a
Stockholder Party by a source other than Parent, Merger Sub, the Company or the Company
Subsidiaries, (y) is independently developed by a Stockholder Party without use of reference to
Confidential Information or (z) is required to be disclosed pursuant to judicial order, regulation
or Applicable Law. Each Stockholder Party acknowledges that the Confidential Information is
vital, sensitive, confidential and proprietary to the Business. Upon the Closing, Parent and the
Company hereby acknowledge and agree that the Confidentiality Agreement shall automatically
terminate without further action by any Person and shall thereafter be of no further force or effect
whatsoever.

8.3 Insurance. Subject to Section 7.12(a), for a period of one (1) year following the
Closing Date, Parent shall cause the Surviving Corporation and the Company Subsidiaries to
maintain liability insurance in amounts at least comparable to the amounts maintained by the
Company and the Company Subsidiaries on the date of execution of this Agreement.

8.4 Indemnification.

WO2-WEST: 1SWC 1\M03852858.2 -56-



(a) Subject to Section 7.12(b), all rights to indemnification and exculpation
from liability for acts and omissions occurring at or prior to the Effective Time and rights to
advancements of expenses relating thereto now existing in favor of the current or former
directors, officers. employees and agents of the Company or any Company Subsidiary (the
"Company Agents") as provided in the Certificate of Incorporation and Bylaws of such entity or
any indemnification agreement between the Company or any Company Subsidiary and any
Company Agent shall survive the Merger and shall not, for a period of six (6) years after the
Effective Time, be amended, repealed or otherwise modified in any manner that would adversely
affect the rights thereunder of any such Company Agent, unless an alteration or modification of
such documents is required by Applicable Laws or the Company Agent atfected thereby
otherwise consents in writing thereto.

(b) In the event that Parent, the Surviving Corporation, the Company
Subsidiaries or any of their respective successors or assigns: (i) consolidates with or merges into
any other person and is not the continuing or surviving corporation or entity of such
consolidation or merger or (ii) transfers all or substantially all of its properties and assets to any
person, proper provisions shall be made so that such person assumes the obligations set forth in
this Section 8.4.

Section 9
TAX MATTERS

9.1 Straddle Periods. The Taxes, if any, attributable to a Straddle Period shall be
allocated (i) to the Stockholders for the period up to and including the close of business on the
Closing Date, and (ii) to Parent for the period subsequent to the Closing Date. Any allocation of
income or deductions required to determine any Taxes attributable to a Straddle Period shall be
made by means of a closing of the books and records of the Company and the Company
Subsidiaries as of the close of business on the Closing Date; provided, that (x) the Shareholders'
liability for Taxes attributable to a Straddle Period shall not be atfected by any transactions
occurring on the Closing Date after the Closing which are not anticipated by this Agreement, and
(y) exemptions, allowances or deductions that are calculated on an annual basis (including, but
not limited to, depreciation and amortization deductions) shall be allocated between the period
ending on the Closing Date and the period after the Closing Date in proportion to the number of
days in each such period. In the case of any Taxes of the Company and the Company
Subsidiaries imposed on a periodic basis (including real property and ad valorem Taxes) the
allocation between Stockholders and Parent described in this Section 9.1 shall be made based on
the number of days during the Straddle Period on or before the Closing Date, on the one hand,
and the number of days in the Straddle Period after the Closing Date, on the other hand.

9.2 Filing of Tax Returns; Payment of Taxes.

(a) Prior to the Closing Date, the Company shall timely file (i) all Tax Returns
tfor Pre-Closing Periods which are required to be filed by it and the Company Subsidiaries on or
prior to the Closing Date and (ii) all federal, state and local income Tax Returns for the calendar
year ended December 31, 2010, and shall pay or cause to be paid all Taxes shown due thereon.
All such Tax Returns shall be prepared in a manner consistent with prior practice, procedures
and accounting methods, except to the extent otherwise required by Applicable Laws. The
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Company shall provide Parent with copies of such completed Tax Retumns at least twenty (20)
days prior to the due date for filing thereof, along with supporting workpapers, for Parent's
review and approval (such approval not to be unreasonably withheld or delayed). The Company
and Parent shall attempt in good faith to resolve any disagreements regarding such Tax Returns
prior to the due date for filing. In the event that the Company and Parent are unable to resolve
any dispute with respect to such Tax Return at least ten (10) days prior to the due date for filing,
such dispute shall be resolved pursuant to Section 9.6, which resolution shall be binding on the
parties.

(b) Parent shall timely tile or cause to be filed all Tax Returns for Pre-Closing
Periods and Straddle Retumns required to be filed by the Company and the Company Subsidiaries
after the Closing Date (other than all tederal, state and local income Tax Returns for the calendar
year ended December 31, 2010 which are required to be filed pursuant to Section 9.2(a)) and,
subject to the rights to payment under this Section 9.2(b), pay or cause to be paid all Taxes
shown due thereon. Parent shall provide Stockholder Representative with copies of any such
completed Tax Returns for Pre-Closing Periods and Straddle Returns with respect to which
Stockholders may have any liability pursuant to Section 11.2(a)(vii) at least twenty (20) days
prior to the due date for filing thereof, along with supporting workpapers, for review and
approval by Stockholder Representative (such approval not to be unreasonably withheld or
delayed). Stockholder Representative and Parent shall attempt in good faith to resolve any
disagreements regarding such Tax Returns tor Pre-Closing Periods and Straddle Returns prior to
the due date for filing. In the event that Stockholder Representative and Parent are unable to
resolve any dispute with respect to any such Tax Return for a Pre-Closing Period or Straddle
Return at least ten (10) days prior to the due date for filing, such dispute shall be resolved
pursuant to Section 9.6, which resolution shall be binding on the parties. Not later than ten (10)
days prior to the due date for the payment of Taxes on any such Tax Return for a Pre-Closing
Period or Straddle Return, payment shall be made by Stockholder Representative to Parent of the
amount of Taxes, owed pursuant to the provisions of Section 11.2(a)(vii). No payment pursuant
to this Section 9.2(b) shall excuse the Stockholders from their indemnification obligations
pursuant to Section }1.2(a)(vii) if the amount of Taxes as ultimately determined (on audit or
otherwise) for the periods covered by such Tax Returns tor Pre-Closing-Periods or Straddle
Returns exceeds the amount of the payment under this Section 9.2(b).

9.3 Tax Refunds. Stockholders shall be entitled to all Tax refunds of the Company
and the Company Subsidiaries for any Pre-Closing Period or attributable to the portion of any
Straddle Period ending on the Closing Date except for Tax refunds that are retlected as an asset
in the determination of the Closing Value or are attributable to carrybacks of net operating losses
from Tax periods beginning after the Closing Date. Parent shall be entitled to all other Tax
refunds of the Company and the Company Subsidiaries. [f Parent, the Company or any
Company Subsidiary on the one hand, or the Stockholders on the other hand, receives any Tax
refund to which the other party is entitled pursuant to this Section 9.3, the recipient of such Tax
refund will promptly pay the amount of such Tax refund to the other party net of the reasonable
out-of-pocket costs to such recipient with respect to such Tax retund; provided, however, that
with respect to any tax refund to which Stockholders are entitled pursuant to this Section 9.3 and
for which Parent, the Company or a Subsidiary must file a Tax Return to claim such Tax refund,
Stockholder Representative shall (i) at the Stockholders' expense, cause such Tax Return to be
prepared (with the reasonable cooperation of Parent, the Company and the Company
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Subsidiaries), and (ii) provide such Tax Return to Parent for review and approval, which
approval may not be unreasonably withheld or delayed. Any such Tax Return shall be prepared
in a manner consistent with past practice and shall be complete and correct in all material
respects. If Stockholder Representative has complied with the terms of the immediately
preceding proviso, Parent shall cause such Tax Return to be filed and any resulting refund shall
be paid to Stockholder Representative. In the event that any such Tax refund is subsequently
disallowed in whole or part by any Tax Authority, Stockholder Representative shall cause such
refund to be promptly returned to Parent.

9.4 Contests.

(a) Each of Parent and Stockholders shall promptly notify the other party in
writing upon receipt by Parent or Stockholders, any of their Affiliates, or any of the Company or
any Company Subsidiary, as the case may be, of notice of any pending or threatened federal,
state, local or foreign Tax audits, examinations or assessments ("Tax Contest") of or relating to
Parent, the Company or any Company Subsidiary which, if determined adversely to the taxpayer,
would be grounds for indemnification under Section 11.2(a)(vii); provided, however, that a
tailure to give such notice will not atfect the rights of a party to indemnification under this
Agreement except to the extent, if any, that such failure materially prejudices the other party.

(b) Parent shall have the right to control any Tax Contest, provided, however,
Stockholders shall be entitled to participate at its expense in any Tax Contest relating (in whole
or in part) to Taxes which, if determined adversely to the taxpayer, would be grounds for
indemnitfication under Section 11.2(a)(vii) and, with the written consent of Parent (such consent
not to be unreasonably withheld or delayed), and at Stockholders' sole expense, may assume the
entire control of such Tax Contest; provided, further, that the party controlling such Tax Contest
may not settle such Tax Contest if such settiement results in liability to the other party without
the consent of the other party which consent shall not be unreasonably withheld or delayed.

9.5 Transfer Taxes. Stockholders and Parent shall each pay for fifty percent (50%) of
all transfer, documentary, sales, use, registration, value-added and other similar Taxes (including
all applicable real estate transter Taxes and real property transfer gains Taxes and including any
filing and recording fees) and related amounts (including any penalties, interest and additions to
Tax) incurred in connection with this Agreement and the Merger ("Transfer Taxes"), and shall
timely file any necessary Tax Returns with respect thereto. Each party shall use commercially
reasonable efforts to avail itself of any available exemptions from any such Transter Taxes, and
to cooperate with the other parties in providing any information and documentation that may be
necessary to obtain such exemptions.

9.6  Disputes. Any dispute as to any matter described in this Section 9 shall be
resolved by an independent accounting firm mutually acceptable to Parent and Stockholder
Representative. The tees and expenses of such accounting firm shall be borne equally by Parent
and Stockholder Representative. If any dispute with respect to a Tax Return is not resolved prior
to the due date of such Tax Return, such Tax Return shall be tiled in the manner which the party
responsible for preparing such Tax Return deems correct.
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9.7 Time Limits. Notwithstanding any provision in this Agreement to the contrary,
the obligations of the parties set forth in this Section 9 and in Section 11.2(a)(vii) (as limited in
Section 11.2(b)) shall be unconditional and absolute and shall remain in eftect until thirty (30)
days after the expiration of the applicable statute of limitations with respect to the relevant
taxable period (including all periods of extension, whether automatic or permissive).

9.8 Tax Sharing or Arrangements and Powers of Attorney. Any and all existing Tax
sharing, allocation, compensation or like agreements or arrangements, whether or not written, for
any of the Company and the Company Subsidiaries shall be terminated on or prior to the Closing
Date. Any and all powers of attorney relating to Tax matters concerning the Company or any
Company Subsidiary shall be terminated as to such entity on or prior to the Closing Date and
shall have no further force or effect.

9.9 Cooperation and Exchange of Information. Parent and Stockholders agree, and
the Stockholder Parties agree to use their commercially reasonable efforts to cause each
Stockholder, to provide each other with such cooperation and information as either of them
reasonably may request of the other in filing any Tax Return, amended Tax Return or claim for
refund, determining a lability for Taxes or a right to a refund of Taxes, participating in or
conducting any audit or other proceeding in respect of Taxes of any of the Company and the
Company Subsidiaries. Such cooperation and information shall include providing copies of
relevant Tax Returns or relevant portions thereof, together with accompanying schedules, related
work papers and documents relating to rulings or other determinations by any Taxing Authority.
Stockholders, the Company and the Company Subsidiaries shall make their employees available
on a basis mutually convenient to both parties to provide explanations of any documents or
information provided hereunder. Each of the Stockholders. Parent, the Company and the
Company Subsidiaries shall retain all Tax Returns, schedules and work papers, records and other
documents in its possession relating to Tax matters of the Company and the Company
Subsidiaries for each Pre-Closing Period and Straddle Period until the later of (a) the expirations
of the statutes of limitations of the taxable periods to which such Tax Returns and other
documents relate. without regard to extensions (except to the extent that the other party has been
notified in writing of such extensions for the respective Tax periods) or (b) seven (7) years
following the due date (without extension) for such Tax Returns. Any information obtained
under this Section 9.9 shall be kept confidential except as may be otherwise necessary in
connection with the filing of Tax Returns or claims for refund or in connection with any Tax
Contest.

Section 10
CONDITIONS TO CLOSING

10.1  Mutual Conditions. The respective obligations of the parties hereto to enter into
and complete the Closing is subject to the fulfillment on or prior to the Closing Date of the
following conditions. any one or more of which may be waived by the parties, to the extent
permitted by Applicable Law.

(a) Litigation. On the Closing Date, there shall not be any judgment, order,
decree, stipulation, injunction or charge from any Governmental Authority in effect preventing
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consummation of any of the Transactions. and there shall be no litigation, proceeding or
investigation pending or threatened that seeks to prevent the Merger.

(b) Hart-Scott Rodino Approval. All applicable waiting periods (and any
extensions thereof) under the HSR Act shall have expired or otherwise been terminated and the
parties shall have received all other approvals that are required under the Antitrust Laws to be
issued prior to or in connection with the consummation of the Transactions.

(c) Regulatory Approvals. All material notices and filings shall have been
submitted, and all approvals, consents, orders and waivers or expirations of waiting periods shall
have been obtained or occurred, as applicable, in connection with the California Regulatory
Approval, the State Insurance Filings, the Competition Filings and CMS such that: (a) the
Merger would not be rendered illegal under Applicable Laws and (b) the change of control of the
Subsidiaries resulting from the Merger shall have been approved or deemed approved by the
applicable Governmental Authorities to the extent required by Applicable Law.

Notwithstanding the failure of any one or more of the foregoing conditions in this Section 10.1,
the parties may proceed with the Closing without satisfaction, in whole or in part, of any one or
more of such conditions and without written waiver.

10.2  Conditions to the Obligation of the Company and the Stockholder Parties. The
obligation of the Company and the Stockholder Parties to enter into and complete the Closing is

subject to the fulfillment on or prior to the Closing Date of the following conditions, any one or
more of which may be waived by the Stockholder Representative, to the extent permitted by
Applicable Law. '

(a) Representations and Warranties. Parent's and Merger Sub's Specified
Representations shall be true and correct in all respects and all other representations and
warranties of Parent and Merger Sub contained herein shall be true and correct in all material
respects (ignoring for such purposes any and all "materiality," "Material Adverse Effect,”
"Material Adverse Change" or "Knowledge" standards or qualifications in such representations
and warranties): (i) on the date hereof and (ii) on and as of the Closing Date as though made at
and as of that date (other than representations and warranties that recite that they are only made
as of an earlier date, in which case they shall be true and correct in all material respects as of
such earlier date).

(b) Compliance with Covenants. Parent and Merger Sub each shall in all
material respects have performed and complied with all terms, agreements, covenants and
conditions of this Agreement to be performed or complied with by them on or prior to the
Closing Date.

(©) Good Standing. Parent shall have delivered to the Company certificates of
officers and public officials as shall be reasonably requested by the Company to establish the
existence and good standing of Parent and Merger Sub in the State of Delaware.

(d) Delivery by Parent and Merger Sub. Parent and Merger Sub shall have
delivered to the Stockholder Representative at Closing all of the items specified to be delivered
by them in 3.2(b).
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Notwithstanding the failure of any one or more of the foregoing conditions in this Section 10.2,
the Company and the Stockholder Parties may proceed with the Closing without satisfaction, in
whole or in part. of any one or more of such conditions and without written waiver. To the
extent that, at the Closing, Parent delivers to the Stockholder Representative a written notice
specifying in reasonable detail the failure of any such condition, and the Company and the
Stockholder Parties nevertheless proceed with the Closing, then the Company and the
Stockholder Parties shall not be deemed to have waived any rights or remedies they may have
against Parent or Merger Sub (including rights under Section 12) by reason of the failure of such
conditions to the extent described in such notice.

10.3  Conditions to the Obligations of Parent and Merger Sub. The obligation of Parent
and Merger Sub to enter into and complete the Closing is subject to the fulfillment on or prior to
the Closing Date of the following conditions, any one or more of which may be waived by
Parent, to the extent permitted by Applicable Law.

(a) Representations and Warranties. The Company's and the Stockholder
Parties' representations in Section 5.1 (Organization and Good Standing), Section 5.2 (Authority
and Enforceability), clauses (i), (ii)(A) and (ii)}(B) of Section 5.3(a) (Not Ultra Vires; No
Violation of Certain Laws and Agreements), Section 5.4 (Capitalization; Corporate Records) and
Section 5.24 (Brokerage) shall be true and correct in all respects and all other representations and
warranties of the Company and the Stockholder Parties contained herein shall be true and correct
in all material respects (ignoring for such purposes any and all "materiality,” "Material Adverse
Effect,” "Material Adverse Change" or "Knowledge" standards or qualifications in such
representations and warranties): (i) on the date hereof and (ii) on and as of the Closing Date as
though made at and as of that date (other than representations and warranties that recite that they
are only made as of an earlier date, in which case they shall be true and correct in all material
respects as ot such earlier date).

(b) Compliance with Covenants. The Company and the Stockholder Parties
shall in all material respects have performed and complied with all terms, agreements, covenants
and conditions of this Agreement to be performed or complied with by then on or prior to the
Closing Date.

(c) Dissenters' Rights. The terms of this Agreement shall have been approved
by the requisite number of Stockholders in accordance with the Company's Certificate of
Incorporation and the DGCL, and the period for exercising dissenters' rights in accordance with
Section 262 of the DGCL shall have passed or been validly waived and during such period no
more than nine and nine/tenths percent (9.9%) of the shares of Company Capital Stock (on an as-
converted basis) shall have exercised such rights.

(d) No Material Adverse Effect. There shall not have been or occurred any
event, change, occurrence or circumstance that, individually or in the aggregate with any such
events, changes, occurrences or circumstances, has had or could reasonably be expected to have
a Material Adverse Effect since the Company Interim Balance Sheet Date (regardless of whether
or not such events or changes are inconsistent with the representations or warranties of the
Company and the Stockholder Parties contained herein); it being understood that matters
disclosed in the Disclosure Schedules, to the extent fully and accurately disclosed in the
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Disclosure Schedules as of the date hereof (and excluding (i) any dcvelopments relating thereto
following the date hereot and (ii) anything first disclosed following the date hereof), shall not
constitute a Material Adverse Change.

(e) Consents and Approvals. Parent shall have received a true and correct
copy of every consent, approval and waiver listed on Schedule 10.3(e).

(f) Termination of Exclusive Agreements. Each of the Contracts set forth on
Schedule 5.10(d) shall have been either (i) terminated without continuing liability to the
Company or the Company Subsidiaries or (i1) amended in a manner reasonably satisfactory to
Parent so that the exclusivity provisions therein do not bind Parent or its Affiliates (other than the
Company and the Company Subsidiaries).

(g) Good Standing. The Company shall have delivered to Parent certificates
of officers and public officials as shall be reasonably requested by Parent to establish the
existence and good standing of the Company and the Company Subsidiaries in the jurisdictions
listed on Schedule 10.3(g).

{h) Delivery by the Company and the Stockholder Parties. The Company and
the Stockholder Parties shall have delivered to Parent at Closing all of the items specified to be
delivered by them in Section 3.2(a).

(1) Estimated Closing Value Statement. The Company shall have delivered to
Parent the Estimated Closing Value Statement.

Notwithstanding the failure of any one or more of the foregoing conditions in this Section 10.3,
Parent and Merger Sub may proceed with the Closing without satisfaction, in whole or in part, of
any one or more of such conditions and without written waiver. To the extent that, at the
Closing, the Stockholder Representative delivers to Parent a written notice specifying in
reasonable detail the failure of any such condition, and Parent and Merger Sub nevertheless
proceed with the Closing, Parent and Merger Sub shall not be deemed to have waived any rights
or remedies they may have against the Company or the Stockholder Parties (including rights
under Section 12) by reason of the failure of such conditions to the extent described in such
notice.

10.4  Frustration of Closing Conditions. None of the Stockholder Parties, the Company
or Parent may rely on the failure ot any condition set forth in this Section 10 to be satisfied if
such failure was caused by such party's or its Aftiliates' failure to act in good faith or to use its
commercially reasonable efforts to cause the Closing to occur, as required by Sections 7.2 and
7.10.

Section 11
INDEMNIFICATION

I1.1  Survival of Covenants, Representations and Warranties. No covenant or
agreement contained herein to be performed prior to the Closing shall survive the Closing, and
any covenant and agreement to be performed after the Closing shall survive the Closing
indefinitely, except as otherwise provided herein. Each representation and warranty contained
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herein shall survive the Closing until. and will expire and be of no force and eftect on, the two
(2) year anniversary of the Closing Date; provided, however, that: (a) each representation and
warranty contained in Section 5.8 (Tax Matters) shall survive until thirty (30) days after the
conclusion of the statutory period of limitations applicable to the underlying claim (after giving
effect to any waiver, mitigation or extension thereot) and (b) each representation and warranty
contained in Sections 5.2 (Authority and Enforceability), clauses (i), (i1)(A) and (i1)(B) of 5.3(a)
(No Violation of Certain Laws and Agreements), 5.4 (Capitalization; Corporate Records), 5.24
(Brokerage), 6.2 (Authority and Enforceability) and 6.7 (Brokerage) shall survive indefinitely.
No Indemnitee shall be entitled to make any claim in respect of any representation or warranty
after the expiration of its applicable survival period (as expressly set torth in this Section), except
that any bona fide claim initiated by an Indemnitee prior to the expiration of the applicable
survival period shall survive until it is settled or resolved pursuant to this Agreement.

11.2  Stockholders' Obligation to Indemnify.

(a) From and after the Closing, the Stockholders shall. on a pro rata basis in
accordance with their Pro Rata Share (except as otherwise provided in Section 11.2(f)),
indemnify, defend and hold harmless Parent, the Company, each of the Company Subsidiaries,
their respective Affiliates, directors, officers, employees, stockholders, their respective
Representatives, in the case of Section 11.2(a)(viii) below, any current or former Company
employees and their respective permitted assigns (the "Parent Indemnitees™) from and against all
Losses based upon, resulting from, attributable or arising out of:

(1) any breach of any warranty or the inaccuracy of any representation
of the Company contained in this Agreement;

(i)  any breach by the Company, the Company Subsidiaries or any
Stockholder Party of, or failure by the Company, the Company Subsidiaries or any
Stockholder Party to perform, any of its covenants or obligations contained in this
Agreement; provided, however, that with respect to the Company and the Company
Subsidiaries, only covenants to be performed prior to the Closing shall be considered for
purposes of this subsection (ii):

(iii)  any Indebtedness or Transaction Expenses unpaid as of the
Closing;

(iv)  any payment or payments in respect of any Dissent Shares in
excess of the consideration that otherwise would have been payable in respect of such
shares in accordance with Section 2.2, together with reasonable tees, costs and expenses
incurred in connection with investigating, defending against or settling any action or
proceeding in respect of any Dissent Shares;

v) any fees, commissions, or like payments by any Person having
acted or claiming to have acted, directly or indirectly, as a broker, finder or financial
advisor for the Stockholders or the Company in connection with the Transactions;

(vi)  any Federal Reconciliation Adjustments which result in the actual
or reasonably likely repayment to CMS by the Company or the Company Subsidiaries of
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amounts which were (A) received by the Company or the Company Subsidiaries prior to
the Closing Date, (B) accrued as a receivable in the calculation of the Closing Value as
finally determined in accordance with this Section L1 or (C)under-reserved in the
calculation of the Closing Value as finally determined in accordance with this Section 11;

(vil) any and all Taxes (A)of the Company and the Company
Subsidiaries (x) for any Pre-Closing Period. and (y) for the portion of any Straddle Period
ending at the closing of business on the Closing Date (determined as provided in
Section 9.1); or (B) imposed on any of the Company or any Subsidiary because it is or
was a member of an Affiliated Group on or prior to the Closing Date, pursuant to
Treasury Regulation Section 1.1502-6(a) (or any predecessor or successor thereot) or any
analogous or similar provision under state. local or foreign Laws; and

(viii) any and all (A)income., employment and other Tax amounts
(including the employee-portion of any income and/or employment Taxes and Taxes
under Section 409A of the IRC or otherwise) of the Company and of any current or
former Company employees (which amounts, to the extent owed by any current or former
employees shall be paid to such current or former employees by the indemnifying
Stockholders) which were not paid with respect to prior Tax periods, and (B) additional
amounts as are required to cover any additional Tax liability to the Company or its
current or former employees resulting from the payments contemplated by the foregoing
clause (A) and by this clause (B), in each case arising from (w) any failure by the
Company to properly withhold and/or pay Federal or state income Taxes, employment
Taxes or any similar amounts arising tfrom any grant of stock options by the Company,
(x) the matters disclosed on Schedule 5.18(k), (y) any breach of the representation in
Section 5.8(v), and (z) any breach of the covenant in Section 7.15.

(b) Notwithstanding anything to the contrary in this Agreement:

(i) no Stockholder shall have any obligation for: (A) the breach of any
warranty or the inaccuracy of any representation contained in Sections 5.2(b) and 5.4 as it
relates to any other Stockholder; or (B) any breach by any other Stockholder of, or failure
by any other Stockholder to perform, any of its covenants or obligations contained in this
Agreement or any Ancillary Agreement;

(i)  except with respect to breaches of the Specified Representations or
the representations and warranties in Section 5.8 (Tax Matters), the Stockholders shall
not be required to make any indemnification payment pursuant to Section 11.2(a)(i) until
such time as the total amount of all Losses that have been directly or indirectly suffered
or incurred by any one or more the Parent Indemnitees under Section 11.2(a)(i) exceeds,
in the aggregate, the Threshold. At such time as the total amount of such Losses exceeds
the Threshold, the Parent Indemnitees shall be entitled to be indemnified against only the
portion of such Losses exceeding the Threshold.

(ili)  the aggregate amount required to be paid by the Stockholders
pursuant to Section 11.2(a)(i) in respect of breaches of representations or warranties other
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than Specitied Representations or the representations and warranties in Section 5.8 (Tax
Matters) shall not exceed the Cap;

(ivy  the aggregate amount required to be paid by the Stockholders
pursuant hereto shall not exceed the Base Purchase Price;

(v) the limitations in the immediately foregoing clauses (iii) and (iv)
shall not apply to a breach of a representation or warranty that resulted from actual fraud
or intentional misrepresentation;

(vi)  other than with respect to breaches of a representations or
warranties that resulted from actual fraud or intentional misrepresentation, breaches of
the Specified Representations or the representations and warranties in Section 5.8 (Tax
Matters) and the indemnities in Sections 11.2(a)(ii), {(a)(iii), (a)(iv), (@)(v), (a)(vii) and
(a)(viii) (the "Limited-Recourse Exceptions"), the Stockholders shall have no obligation
to indemnify Parent Indemnitees for any matter related to, arising from or in connection
with this Agreement in excess of the Escrow Fund; it being understood that once the
Escrow Fund is depleted, then no Parent Indemnitee may make any claim or bring any
Action against any Stockholder (or the Stockholder Representative) other than in respect
of the Limited-Recourse Exceptions; provided, that no Stockholder shall have any
liability under this Agreement on account of the Limited-Recourse Exceptions unless and
until the Escrow Amount is depleted. in which case, such Stockholder shall only have an
obligation to indemnify Parent Indemnitees for such Stockholder's Pro Rata Share of
Losses arising from a Limited-Recourse Exception; and

(vii)  no Stockholder shall have any obligation for indemnification under
this Agreement for the amount of any Tax taken into account as a liability in the
determination of Closing Value.

(©) For purposes of determining the failure of any representations or
warranties to be true and correct, the breach of any covenants and agreements, and calculating
Losses hereunder, any "materiality,” "Material Adverse Effect” and "Material Adverse Change,"
qualifications in the representations and warranties shall be disregarded (other than (i) the
"materiality” qualifiers in Sections 5.4(e), 5.6(c), 5.7(b), 3.7(e), 5.10(a)(x), 5.10(e), 5.13(a),
5.13(c), 5.17(e), 5.20, 35.25(a), 5.25(e), the second sentence of Section 5.l1l, clause (b) of
Section 5.12(a) and clause (ii) of Section 5.13(b) and (ii) the "Material Adverse Effect" qualifier
in Section 5.7(a)).

(d) The right to indemnification or any other remedy based on representations,
warranties, covenants and agreements in this Agreement, or any Ancillary Agreement shall not
be affected by any investigation conducted at any time, or any knowledge acquired (or capable of
being acquired) at any time, whether before or after the execution and delivery of this Agreement
or the Closing Date, with respect to the accuracy or inaccuracy of, or compliance with, any such
representation, warranty, covenant or agreement. The waiver of any condition based on the
accuracy of any such representation or warranty, or on the performance of or compliance with
any such covenant or agreements, wili not affect the right to indemnification or any other remedy
based on such representations, warranties, covenants and agreements.
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(e) The Stockholder Representative may, at his election and at the expense of
the Stockholders, direct the Parent to cause the Company and the Company Subsidiaries to use
commercially reasonable etforts to pursue any rights of review and appeal available with respect
to any Federal Reconciliation Adjustments. Furthermore, in the event that the Stockholder
Representative so directs Parent to cause the Company or the Company Subsidiaries to pursue a
review or appeal of any Federal Reconciliation Adjustment decision, the Stockholder
Representative will use its commercially reasonable efforts to cause any former officers,
directors or employees of the Company and the Company Subsidiaries to fully cooperate, as may
be reasonably requested by Parent, at the Stockholders' expense.

3] To the extent that the Parent Indemnitees are entitled to indemnification
pursuant hereto (subject to the applicable limitations hereunder) for any Losses relating to the
Limited Recourse Exceptions and there are insufficient available Escrow Funds to indemnify the
Parent Indemnitees for the full amount of the indemnifiable portion of such Losses (the portion
of Limited Recourse Exceptions Losses which are otherwise indemnifiable hereunder (subject to
any applicable limitations hereunder) in excess ot available Escrow Funds the "Extraordinary
Losses™) the Stockholder Parties shall, on a pro rata basis in accordance with their Proportional
Interest. indemnify, defend and hold harmless the Parent Indemnitees from and against such
Extraordinary Losses.

11.3 Parent's Obligation to Indemnify.

(a) From and after the Closing, Parent, the Surviving Company and the
Company Subsidiaries ("Parent Indemnitors"), jointly and severally, shall indemnity, defend and
hold harmless the Stockholders, their respective Affiliates, directors, officers, employees,
stockholders, permitted assigns and their respective Representatives (the "Stockholder
Indemnitees”) from and against all Losses based upon, resulting from, attributable or arising out
of:

{1) any breach of any warranty or the inaccuracy of any representation
of Parent or Merger Sub contained in this Agreement;

(1) any breach by Parent, Merger Sub, the Company or the Company
Subsidiaries of, or’ failure by Parent. Merger Sub, the Company and the Company
Subsidiaries to perform, any of its covenants or obligations contained in this Agreement;
‘provided, however, that with respect to the Company and the Company Subsidiaries, only
covenants to be performed on or after the Closing shall be considered for purposes of this
subsection (b); and

(iii)  the actions of Parent, the Company and the Company Subsidiaries
after the Closing.

(b) Notwithstanding anything to the contrary in this Agreement:

(i) except with respect to breaches of the Specified Representations,
the Parent Indemnitors shall not be required to make any indemnification payment
pursuant to Section 11.3(a)}(i) until such time as the total amount of all Losses that have
been directly or indirectly suftered or incurred by any one or more the Stockholder
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Indemnitees under such Section exceeds the Threshold, at which time, the Stockholder
Indemnitees shall be entitled to be indemnified against only the portion of such Losses
exceeding the Threshold:

(i) the aggregate amount required to be paid by the Parent Indemnitors
pursuant to Section 11.3(a)(i) in respect of breaches of representations or warranties other
than Specified Representations shall not exceed the Cap;

(iii)  the aggregate amount required to be paid by the Parent Indemnitors
pursuant to Section | [.3(a)(i) in respect of breaches of Specified Representations shall
not exceed the Base Purchase Price;

(iv)  the limitations in the immediately foregoing clauses (ii) and (iii)
shall not apply to a breach of a representation or warranty that resulted from actual fraud
or intentional misrepresentation; and

(v) except for breaches of representations or warranties that resulted
from actual fraud or intentional misrepresentation, the Parent [ndemnitors shall not have
any obligation for indemnification under Section [1.3(a) in excess of the Base Purchase
Price.

(© For purposes of determining the failure of any representations or
warranties to be true and correct, the breach of any covenants and agreements, and calculating
Losses hereunder. any "materiality,” "Material Adverse Effect” and "Material Adverse Change,"
qualifications in the representations and warranties shall be disregarded.

(d) The right to indemnification or any other remedy based on representations,
warranties, covenants and agreements in this Agreement, or any Ancillary Agreement shall not
be affected by any investigation conducted at any time, or any knowiedge acquired (or capable of
being acquired) at any time, whether before or after the execution and delivery of this Agreement
or the Closing Date, with respect to the accuracy or inaccuracy of, or compliance with, any such
representation, warranty, covenant or agreement. The waiver of any condition based on the
accuracy of any such representation or warranty, or on the performance of or compliance with
any such covenant or agreements, will not affect the right to indemnification or any other remedy
based on such representations, warranties, covenants and agreements.

11.4 Defense of Claims.

(a) If a claim for Losses is to be made by a Person entitled to indemnification
hereunder ("Indemnitee”) against a Person required to provide indemnification hereunder
("Indemnitor"), the Indemnitee will give written notice (a "Claim Notice") to the Indemnitor as
soon as practicable after the Indemnitee becomes aware of any fact, condition or event which
may give rise to Losses for which indemnification may be sought under this Section 11. If any
lawsuit or enforcement action is filed against any Indemnitee under this Agreement, written
notice of such will be given to the Indemnitor as promptly as practicable (und in any event within
fifteen (15) days after the service of the citation or summons). The failure of any Indemnitee to
give timely notice under this Agreement will not affect its rights to indemnification under this
Agreement, except to the extent of actual damage caused by such failure. After the giving of any
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Claim Notice pursuant hereto, the amount of indemnitication to which an Indemnitee shall be
entitled under this Section 11 shall be determined: (i) by the written agreement between the
Indemnitee and Indemnitor; (ii) by arbitration in accordance with this Agreement, or (iii) by any
other means to which the Indemnitee and Indemnitor may agree. The Indemnitee shall have the
burden of proot in establishing the amount of Losses sutfered by it. All amounts due to the
Indemnitee as so finally determined shall be paid by wire transfer within five (5) days after final
determination of such Losses.

(b) In the event of the initiation of any claim, demand or legal proceeding
against an Indemnitee by a third Person, the Indemnitor will be entitled, if it so elects, to take
control of the defense and investigation of such claim, demand or legal proceeding; provided,
that (i) the Indemnitor must conduct the defense of the claim actively and diligently thereatter in
order to preserve its rights in this regard, (ii) no applicable limitation (including those specified
in Sections 11.2(b) and 11.3(b)) would serve to limit the obligation of the Indemnitor to
indemnify the Indemnitee for at least fifty percent (S0%) of any Losses which would be
reasonably anticipated to result from such claim were it successful, and (iii) the Indemnitor can
be reasonably anticipated to have the financial wherewithal (including as a result of any monies
in the Escrow Account) to indemnify the Indemnitee if the claim is successful (collectively, the
"Defense Conditions"). If the Indemnitor so elects, to take control of the defense and
investigation of such claim, demand or legal proceeding the Indemnitor will be entitled to (A) to
employ and engage attorneys of its choice that are reasonably acceptable to the Indemnitee to
handle and defend the same (unless the named parties to such action or proceeding include both
the Indemnitee and the Indemnitor and the Indemnitee has been advised in writing by counsel
that there may be one or more legal defenses available to such Indemnitee that are ditferent from
or additional to those available to the Indemnitor, in which event the Indemnitee will be entitled
at the Indemnitor's cost, risk and expense, to separate counsel of its own choosing) and (B) to
compromise or settle such claim, demand or legal proceeding pursuant to the terms hereof. In
the event that the Indemnitor assumes the defense ot the claim, demand or legal proceeding, the
Indemnitee shall be allowed to participate in (but not control) such defense with counsel of its
choice and at its expense. If the Indemnitor fails to assume the defense of such claim demand or
legal proceeding within twenty (20) days after receipt of the Claim Notice or there is a failure of
the Defense Conditions, the Indemnitee against whom such claim has been asserted will (upon
delivering notice to such effect to the Indemnitor) have the right to undertake, at the [ndemnitor's
cost and expense, the defense of such claim, demand or legal proceeding. The party controlling
the defense of such claim, demand or legal proceeding shall keep the other party advised of the
status of such claim, demand or legal proceeding and shall consider in good faith the
recommendations made by the non-controlling party. The party controlling such defense may
not settle such claim, demand or legal proceeding without the written consent of the non-
controlling party, which consent will not be unreasonably withheld, if the proposed settlement
obligates the other party to pay money, to perform obligations or to admit liability; provided,
however, that the consent ot the Indemnitee shall not be required if the Indemnitor agrees in
writing to pay any amounts payable to pursuant to such settlement and such settlement includes a
complete written release of the Indemnitee from further liability in respect of such claim demand
or legal proceeding and does not impose any injunctive relief or other operational restrictions on
the Indemnitee.
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(c) The preceding provisions of Sections 11.4(a) and 11.4(b) shall not apply
to a Tax Contest. The provisions of Section 9.4 shall apply with respect to any Tax Contest and
in the event of a contflict between the provisions of Section 9.4, on the one hand. and the
provisions of Sections 11.4(a) and 11.4(b), on the other, the provisions of Section 9.4 shall
control.

I1.5 No_Contribution. No Stockholder Party shall have any right to seek any
indemnification or contribution from or remedy against the Company, the Company Subsidiaries
or any of their respective or its directors, officers, employees, Aftiliates. agents, attorneys,
representatives, assigns or successors whether arising prior to, on or after the Closing Date in
respect of any breach of any representation or warranty by the Company or the failure of the
Company to comply with any covenant or agreement to be performed by the Company prior to
the Closing and each Stockholder Party hereby waives any such claim it may have against the
Company with respect thereto whether at law, in equity or otherwise. it being acknowledged and
agreed that the covenants and agreements ot the Company are solely for the benefit of the Parent
Indemnitors.

11.6 Offset. Notwithstanding any other provision in this Agreement, Parent shall
withhold and set off against the Escrow Amount that amount as to which the Stockholders are
obligated to indemnity the Parent Indemnitees pursuant to this Section 1l to the extent of
available tunds therein until all such funds are exhausted. prior to any amounts being funded
directly by the Stockholder Parties. Notwithstanding the foregoing, the exercise of such right of
set-off will not constitute an election of remedies or limit Parent in any manner in the
enforcement of any other remedies that may be available to it.

11.7  Adjusted Consideration. All payments for indemnification under this Section |1
shall be treated as adjustments to the amounts payable to the Stockholders hereunder.

11.8  Additional Limitations.

(@) The amount of Losses for which the Stockholders shall indemnify the
Parent Indemnitees under this Agreement shall be reduced by any insurance proceeds (net of
actual premium increases as a result of such insurance payout) actually received by the Parent
Indemnitees in respect of such Losses. Parent agrees to use commercially reasonable efforts to
collect such insurance benefits.

(b) The amount of Losses tor which the Stockholders may be liable under this
Agreement shall be the net amount of any indemnification, contribution or other similar payment
actually recovered by any Parent Indemnitee from any third Person with respect thereto.

(©) If an indemnification payment is made pursuant to this Agreement
(including to the extent that a Tax Contest, an amendment of a Tax Return or any adjustment to a
Tax liability that may be required increases an amount of Tax for which an Indemnitor is liable
pursuant to Section 11.2(a)(vii)), then the amount otherwise due or payable by the Indemnitor
under this Agreement, shall be (A) reduced by an amount equal to the net present value of the
Tax benetits attributable to the item for which an indemnification payment is required, or which
are otherwise associated with the indemnification payment, are realized or reasonably expected
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to be realized by the Indemnitee under this Agreement, calculated using a discount rate equal to
the applicable federal rate (as determined based on the period of time within which the Tax
benefits are reasonably expected to be realized) for the month in which the indemnification
payment is made by the Indemnitor, and (B) increased to take into account any net Tax cost
incurred by the Indemnitee, as a result of the receipt or accrual of payments under this
Agreement (grossed up for such increase), in each case determined by treating the Indemnitee as
realizing or utilizing all such Tax benetits in the first taxable period that such Tax benefits may
be realized or utilized under Applicable Law and as if it paid Tax at the highest marginal rate
reasonably expected to be applicable.

(d) No Stockholder shall have liability under any provisions of this
Agreement for any Losses to the extent that such Losses relate to actions taken or omitted to be
taken by Parent, the Company or the Company Subsidiaries or any of their respective Aftiliates
after the Closing Date,

(e) No party shall have any liability relating to or arising from any provision
of this Agreement for any consequential, punitive, special, incidental and indirect damages, and
special or indirect losses, including, without limitation, business interruption, loss of future
revenue, profits. or income, diminution in value, or loss of business reputation or opportunity,
except, in each case, to indemnify an Indemnitee therefor (if such amount is otherwise
indemnifiable hereunder) to the extent that such Indemnitee is required to pay such amounts to
any third Person that is not a party to this Agreement or an Affiliate thereof.

(H) No Stockholder shall have any liability for any Loss to the extent that an
allowance, provision or reserve covering such Loss is included in the Closing Value.

11.9  Tax Treatment of Indemnity Payments. Parent and Stockholder Representative
agree to treat all payments made by either of them to or for the benefit of the other or of the
Stockholders (including any payments to the Company and the Company Subsidiaries) under
Section 9 or under the indemnity provisions of this Agreement (including this Section 11), and
for any misrepresentation or breach ot warranties or covenants as adjustments to the Total
Merger Consideration or as capital contributions for Tax purposes and agree that such treatment
shall govern for purposes hereof except as provided by Law.

11.10 Mitigation. Each of the parties agrees to take all commercially reasonable steps to
mitigate their respective Losses upon and after becoming aware of any event or condition which
could reasonably be expected to give rise to any Losses that are indemnifiable hereunder.

t1.11 Subrogation. Upon making any payment to the Indemnitee for any
indemnification claim pursuant to this Agreement, the Indemnitor shall be subrogated, to the
extent of such payment, to any rights which the Indemnitee may have against any third parties
with respect to the subject matter underlying such indemnification claim and the Indemnitee
shall assign any such rights to the Indemnitor.

11.12 Exclusive Remedy. The indemnitication given by the parties under this Section
11 shall be the parties' sole and exclusive remedy, each against the other, with respect to all
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matters of any kind or nature whatsoever arising out of. in connection with or relating to this
Agreement and the Transactions. except for injunctive relief or specific performance.

Section 12
TERMINATION OF AGREEMENT

12.1  Termination. This Agreement may be terminated prior to the Closing as follows:

' (a) At the election ot the Company, if any one or more of the conditions to its
obligation to close has not been fulfilled by the one hundred fiftieth (150"™) day after the date
hereot’

(b) At the election of Parent. if any one or more of the conditions to its
obligation to close has not been fulfilled the one hundred fifticth (150") day after the date hereot;

(c) At the election of either Parent or the Company if one or more of the
conditions to the obligation to close set forth in Section 10.1 has not been fulfilled by the one
hundred fiftieth (150") day after the date hereof; provided, however, that such date may be
extended by Parent to the two hundredth (200™) day after the date hereof if: (i) all conditions to
Closing have been satisfied (other than those that must be satisfied at Closing and which can be
satisfied at Closing) except only that expirations of the waiting period or clearances or approvals
required to be obtained by Sections 10.1(b) have not been obtained, and (ii) Parent believes that
all such expirations of the waiting period and clearances and approvals can be obtained by such
two hundredth (2()()"') day after the date hereof.

(d) At the election of the Company, if Parent or Merger Sub have breached
any representation, warranty, covenant or agreement contained herein which otherwise makes a
condition precedent to the Company's obligations to consummate the Transactions not capable of
being satisfied; provided, however, that Company may not terminate the Agreement if it has not
provided Parent and Merger Sub notice of such breach and provided them an adequate
opportunity to cure such breach (where cure is possible);

(e) At the election of Parent, if the Company or any Stockholder Party have
breached any representation, warranty, covenant or agreement contained herein which otherwise
makes a condition precedent to Parent's obligations to consummate the Transactions not capable
of being satistied; provided, however, that Parent. may not terminate the Agreement if it has not
provided the Company and the Stockholder Representative notice of such breach and provided
them an adequate opportunity to cure such breach (where cure is possible);

(0 At the election of either Parent or the Company if the Closing has not
occurred by March 31, 2012; or

Q) At any time on or prior to the Closing Date, by mutual written consent of
the Company and Parent.

[f Parent or the Company, as the case may be, elects to terminate this Agreement pursuant to
Section 12.1(a)-(g) hereof, the terminating party shall deliver a written notice to the other Party
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hereto declaring its election to so terminate this Agreement in accordance with the provisions of
Section_12.1(a)-(g), as the case may be, and setting forth therein the basis for such termination.

12.2  Survival. If this Agreement is terminated, this Agreement shall become void and
of no further force and effect., except for the provisions of this Section 12.2 and Section 7.8 and
Section 13. None of the parties hereto shall have any liability in respect to a termination of this
Agreement pursuant to Section 12.1, except to the extent that failure to satisty the conditions of
Sections 10.1, 10.2 or 10.3, as applicable, results from the intentional or willful breach or
violation of the representations, warranties, covenants or agreements of such party under this
Agreement.

Section 13
MISCELLANEQOUS

13.1 Stockholder Representative.

(a) The Stockholder Parties hereby designate Roger Taylor and Melissa
Daniels as the joint representative (together, the "Stockholder Representative") of the
Stockholders. to serve as the sole and exclusive representative of the Stockholders, with respect
to the matters set forth in this Agreement. Actions by the Stockholder Representative must be
approved by both Roger Taylor and Melissa Daniels. The Stockholder Representative has
accepted such designation as of the date hereof. Notwithstanding anything to the contrary
contained in this Agreement, the Stockholder Representative shall have no duties or
responsibilities except those expressly set forth herein. and no implied covenants, functions.
responsibilities, duties, obligations or liabilities on behalf of any Stockholder shall otherwise
exist against the Stockholder Representative. ’

(b) Each of the Stockholder Parties hereby irrevocably appoints the
Stockholder Representative as the exclusive agent, proxy and attorney-in-fact for such
Stockholder for all purposes specified in this Agreement, including full power and authority on
such Stockholder Party's behalf: (i) to take all actions which the Stockholder Representative
considers necessary or desirable in connection with the defense, pursuit or settlement of any
determinations relating to any claims for indemnification hereunder, including determinations to
sue, defend, negotiate, settle and compromise any such claims for indemnification made by or
against, and other disputes with, Parent pursuant to this Agreement or any of the agreements or
transactions contemplated hereby, (ii) to engage and employ agents and Representatives and to
incur such other expenses as such Stockholder Representative shall deem necessary or prudent in
connection with the administration of the foregoing, (iii) to accept and receive notices to the
Stockholders pursuant to this Agreement, and (iv) to take all other actions and exercise all other
rights which the Stockholder Representative considers necessary or appropriate in connection
with this Agreement. Each of the Stockholders acknowledges and agrees that such agency and
proxy are coupled with an interest, and are, therefore, irrevocable without the consent of the
Stockholder Representative and shall survive the death, incapacity, bankruptcy, dissolution or
liquidation of any Stockholder. All decisions and acts by the Stockholder Representative shall
be binding upon all of the Stockholders, and no Stockholder Party shall have the right to object,
dissent, protest or otherwise contest the same.
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(¢) In the event that either of the individuals authorized hereunder as the
Stockholder Representative dies. becomes incapacitated, resigns or otherwise fails to act on
behalf of the Stockholders for any reason, then such person's replacement shall be elected by
action of Stockholder Parties who held immediately prior to the Effective Time no less than
tifty-one percent (51%) of the issued and outstanding shares of Common Stock held by all such
Stockholder Parties, with shares of Series A Preferred Stock, Series B Preferred Stock. Series B--
1 Preferred Stock and Series C Preferred Stock treated for this purpose as if they had been
converted into shares of Common Stock at the then-applicable conversion rate in accordance
with the Certificate of Incorporation ot the Company.

(d) The Stockholder Representative is authorized to act on behalf of the
Stockholders notwithstanding any dispute or disagreement among the Stockholders. and Parent
shall be entitled to rely on any and all action taken by the Stockholder Representative without
any liability to, or obligation to inquire of, any Stockholder. Parent is expressly authorized to
rely on the genuineness of the signature of the Stockholder Representative and, upon receipt of
any writing which reasonably appears to have been signed by the Stockholder Representative,
Parent may act in good faith upon the same without any further duty of inquiry as to the
genuineness of the writing.

(e) The Stockholder Representative shall promptly deliver to a Stockholder
any notice received by the Stockholder Representative on behalf of such Stockholder.

() Neither the Stockholder Representative nor any agent employed by the
Stockholder Representative shall be liable to any Stockholder relating to the performance of such
Stockholder Representative's duties under this Agreement for any errors in judgment, negligence,
oversight, breach of duty or otherwise except to the extent it is finally determined in a court of
competent jurisdiction by clear and convincing evidence that the actions taken or not taken by
the Stockholder Representative constituted fraud or were taken or not taken in bad faith. The
Stockholder Representative shall be indemnified and held harmless by the Stockholders against
all Losses paid or incurred in connection with any action, suit, proceeding or claim to which the
Stockholder Representative is made a party by reason of the fact that the Stockholder
Representative was acting as the Stockholder Representative pursuant to this Agreement;
provided, however, that the Stockholder Representative shall not be entitled to indemnification
hereunder to the extent it is finally determined in a court of competent jurisdiction by clear and
convincing evidence that the actions taken or not taken by the Stockholder Representative
constituted actual fraud or were taken or not taken in bad faith. The Stockholder Representative
shall be protected in acting upon any notice, statement or certificate believed by the Stockholder
Representative to be genuine and to have been furnished by the appropriate person and in acting
or refusing to act in good faith or any matter.

13.2  Notices. All notices, requests, demands and other communications required or
permitted to be given hereunder or under any Ancillary Agreement shall be in writing and shall
be deemed to have been duly given: (i) upon receipt, if delivered personally or via courier,
(ii) upon confirmation of receipt, if given by electronic facsimile, (iit) the business day after it is
sent. if sent for next day delivery to a domestic address by a recognized overnight delivery
service, and (iv)on the third business day following mailing, if mailed first-class, postage
prepaid, registered or certified mail as follows:

WO2-WEST: 1SWC1\03852858.2 -74-



(a) If to Parent, Merger Sub, the Surviving Company or the Company
Subsidiaries (following the Closing), to:

Humana Inc.

500 West Main Street
Louisville, KY 40202
Attention: Law Dept.
Facsimile: (502) 580-2799

with a copy (which shall not constitute notice) to:

Locke Lord Bissell & Liddell, LLP
111 South Wacker Drive

Chicago. 1L 60606

Attention: Jon Biasetti

Dovi Adlerstein

Facsimile: (312) 443-0336

(b) If to the Stockholder Parties: (i) prior to the Closing, to the attention of the
Stockholder Party in care of the Company, and (ii) following the Closing, to the attention of the
Stockholder Party in care of the Stockholder Representative.

(©) If to the Company prior to the Closing:

Arcadian Management Services
500 12th Street. Suite 340
Oakland. CA 94607

Attention: James Novello, Esq.
Facsimile: (510) 817-1894

with a copy (which shall not constitute notice) to:

Sheppard, Mullin, Richter & Hampton, LLP

333 South Hope Street, 43™ Floor
Los Angeles, California 90071
Attention: Lawrence M. Braun, Esq.
Facsimile: (213) 443-2814

(d) After the Closing, if to the Stockholder Representative:
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Any party may by notice given in accordance with this Section 13.2 to the other parties designate
another address or person for receipt ot notices hereunder.

13.3 Entire Agreement. This Agreement (including the schedules and exhibits hereto)
contains the entire agreement of the parties with respect to the subject matter hereof, and
supersedes all prior agreements, representation and warranties, written or oral, with respect
thereto.

13.4  Waivers and Amendments. This Agreement and each Ancillary Agreement may
be amended. superseded, canceled, renewed or extended, and the terms hereof or thereot may be
waived, only by a written instrument signed by Parent and the Stockholder Representative, or, in
the case of a waiver, by the party waiving compliance. The failure of a party to insist, in any one
or more instances, upon performance of the terms or conditions of this Agreement or any
Ancillary Agreement shall not be construed as a waiver or relinquishment of any right granted
hereunder or of the future performance of any such term, covenant or condition. No waiver on
the part of any party of any right, power or privilege, nor any single or partial exercise of any
such right, power or privilege, shall preclude any further éxercise thereof or the exercise of any
other such right, power or privilege.

13.5 Expenses. Except as otherwise expressly set forth herein, each party hereto shall
bear all expenses incurred on behalf of such party in connection with the preparation, execution
and performance of this Agreement, the Ancillary Agreements and the Transactions; provided,
however, that the Stockholder Parties shall bear all expenses of the Company and the Company
Subsidiaries to the extent not discharged at or prior to Closing.

13.6  Further Assurances. Each party hereto shall execute such documents and other
papers and take such further actions as may be reasonably required or desirable to carry out the
provisions hereof and the Transactions.

13.7 Govemning Law. This Agreement and each Ancillary Agreement shall be
governed by and construed in accordance with the laws of the State of Delaware applicable to
agreements made and to be performed entirely within such state.

13.8  Arbitration. Except for any controversy or dispute with respect to Taxes which
shall be resolved pursuant to the provisions of Section 9.6, any controversy or dispute arising out
of or relating to this Agreement or any Ancillary Agreement, the interpretation ot any provision
hereof or thereof, or the action or inaction of any Party hereunder or thereunder shatl be
submitted to JAMS. Inc. for arbitration in Los Angeles, California, under the commercial
arbitration rules then in force for that organization. The arbitration shall be conducted by a
single arbitrator (the "JAMS Arbitrator") chosen pursuant to the procedures of TAMS, Inc. The
JAMS Arbitrator shall issue a written opinion with reasons setting forth his or her decision which
shall be based on the substantive laws of the State of Delaware. Any award or decision issued in
any such arbitration proceeding shall be final and binding on the parties, and judgment upon any
award thus obtained may be entered in any court having jurisdiction thereof. No action at law or
in equity based upon any claim arising out of or related to this Agreement or any Ancillary
Agreement shall be instituted in any court by any party hereto except: (a) an action to compel
arbitration pursuant to this Section 13.8, or (b) an action to enforce an award obtained in an
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arbitration proceeding in accordance with this Section 13.8. Notwithstanding the foregoing. a
Party may apply to a court for injunctive or other provisional relief pending final determination
by the JAMS Arbitrator. Venue and jurisdiction under this Section 13.8 shall be exclusively in
any federal court located within Los Angeles, California. Each Party hereby irrevocably
consents and submits to the exclusive personal jurisdiction of and venue in such courts, and
agrees to accept service of process with respect thereto. The costs of the arbitration shall be
borne in proportion to relative fault as determined by the JAMS Arbitrator.

13.9 Reference to U.S. Dollars. All references in this Agreement and in any Ancillary
Agreement to amounts of money expressed in dollars are references to United States dollars,
unless otherwise indicated.

13.10 Binding Effect; Assignment. This Agreement and each Ancillary Agreement
shall be binding upon and inure to the benefit of the parties and their respective permitted
successors and permitted assigns. Neither this Agreement or any Ancillary Agreement, nor any
of the rights hereunder or thereunder. may be assigned by any party, nor may any party delegate
any obligations hereunder or thereunder, without the prior written consent of the other parties
hereto or thereto; provided, however, that Parent shall be entitled, without the consent of
Stockholder Representative, to assign this Agreement to any party into which Parent merges or
consolidates or which purchases substantially all of Parent's assets. Any non-permitted
assignment or attempted assignment shall be void.

13.11 No Third Party Beneficiaries. Nothing herein is intended or shall be construed to
give any person any legal or equitable right, remedy or claim under or in respect of this
Agreement or any provision contained herein, except as otherwise provided herein.

13.12 Counterparts. This Agreement may be executed in one or more counterparts, each
of which will be deemed to be a original copy of this Agreement and all of which, when taken
together, will be deemed to constitute one and the same agreement. Delivery of an executed
counterpart of the signature page to this Agreement by facsimile or email with scan attachment
shall be as effective as delivery of a manually executed counterpart of this Agreement.

[3.13 Schedules and Exhibits. The schedules and exhibits attached to this Agreement or
to any Ancillary Agreement are a part hereof or thereof, as applicable, as if fully set forth herein
or therein.

13.14 Headings; Gender and Person. The headings herein or in any Ancillary
Agreement are for reference only and shall not affect the interpretation of this Agreement or such
Ancillary Agreement. Whenever the context requires in this Agreement or any Ancillary
Agreement, the masculine pronoun shall include the feminine and the neuter, and the singular
shall include the plural.

13.15 Severability. Whenever possible, each provision of this Agreement and any
Ancillary Agreement shall be interpreted in such manner as to be effective and valid under
applicable law, but if any provision of this Agreement or any Ancillary Agreement is held to be
prohibited by or invalid under applicable law, such provision shall be ineffective only to the
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extent of such prohibition or invalidity in such jurisdiction without invalidating the remainder of
such provision or the remaining provisions of this Agreement or such Ancillary Agreement.

13.16 Contflict of Interest. [f the Stockholders or the Stockholder Representative so
desire, and without the need for any consent or waiver by the Company, the Company
Subsidiaries or Parent, SMRH shall be permitted to represent the Stockholders or the
Stockholder Representative atter the Closing in connection with any matter, including, without
limitation, anything related to the Transactions or any disagreement or dispute relating thereto.
Without limiting the generality of the foregoing, after the Closing, SMRH shall be permitted to
represent the Stockholders or the Stockholder Representative, any ot their agents and affiliates,
or any one or more of them, in connection with any negotiation, transaction or dispute ("dispute”
includes litigation, arbitration or other adversary proceeding) with Parent, the Company, the
Company Subsidiaries or any of their agents or aftiliates under or relating to this Agreement, any
transaction contemplated by this Agreement, and .any related matter, such as claims for
indemnification and disputes involving agreements entered into in connection herewith. Upon
and after the Closing, the Company and the Company Subsidiaries shall continue to have any
attorney-client relationship with SMRH without the need for any consent or waiver by the
Company, the Company Subsidiaries, Parent or the Stockholders, unless and to the extent such
engagement involves a conflict of interest with respect to the Stockholders or the Stockholder
Representative. Any such representation of the Company or the Company Subsidiaries by
SMRH after the Closing shall not affect the foregoing provisions hereof. For example, and not
by way of limitation. even if SMRH is representing the Company or the Company Subsidiaries
after the Closing, SMRH shall be permitted simultaneously to represent the Stockholders or the
Stockholder Representative in any matter, including any disagreement or dispute relating hereto.
Furthermore, SMRH shall be permitted to withdraw from any representation of the Company or
the Company Subsidiaries in order to be able to represent or continue so representing the
Stockholders or the Stockholder Representative even if such withdrawal causes the Company,
the Company Subsidiaries or Parent additional legal expense (such as to bring new counsel "up
to speed"), delay or other prejudice.

13.17 Attorney-Client Privilege. At Closing, the Company and the Company
Subsidiaries hereby assign all of its right, title and interest in and to: (a) attorney-client
communications with SMRH, (b) the files of SMRH related to its engagement by the Company
and the Company Subsidiaries with SMRH and (c) the files of the Company and the Company
Subsidiaries only to the extent that they reflect communications from or to SMRH (i) related to
this Agreement, the negotiations with Parent or its Affiliates or (ii) to the Stockholders.
Accordingly, all communications between each of the Company, the Company Subsidiaries and
any of their respective directors, officers or employees (in their capacity as such) and SMRH in
the course of their engagement shall be deemed to be attorney-client confidences that belong
solely to the Stockholders and not such entities. Parent and Merger Sub shall have no access to
any such communications, or to the files of SMRH relating to such engagement, whether or not
the Closing shall have occurred.

13.18 Attorneys' Fees. If any legal action or other proceeding is brought for the
enforcement of this Agreement or any Ancillary Agreement, or because of an alleged dispute,
breach, default or misrepresentation in connection with any of the provisions hereot or thereot,
the successtul or prevailing party shall be entitled to recover reasonable attorneys' fees and other
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costs incurred in that action or proceeding, in addition to any other relief to which it may be
entitled.

13.19 Specific_Performance. Notwithstanding anything in this Agreement to the
contrary, the parties agree that that a breach of this Agreement would cause irreparable damage
to the other parties. for which such parties will not have an adequate remedy at law. Therefore,
the obligations of the Company, the Stockholder Parties, Parent and Merger Sub under this
Agreement, including the obligation to consummate the Merger, shall be enforceable by a decree
of specific performance issued by any court of competent jurisdiction, and appropriate injunctive
reliet may be applied for and granted in connection therewith. Such remedies shall, however, be
cumulative and not exclusive and shall be in addition to any other remedies which any party may
have under this Agreement or otherwise, this being in addition to any other remedy to which the
parties is entitled at law or in equity.

13.20 Mutual Drafting. The parties hereto are sophisticated and have been represented
by lawyers throughout the transactions contemplated hereto who have carefully negotiated the
provisions hereof. As a consequence, the parties do not intend that the presumptions set forth in
laws or rules relating to the interpretation ot contracts against the drafter of any particular clause
should be applied to this Agreement or any Ancillary Agreement and, therefore, waive their
effects.

13.2]1 Rules of Construction. Unless otherwise indicated, any reference in this
Agreement to any Article, Section, clause or Schedule shall be to the Articles, Sections and
clauses of, and Schedules to, this Agreement. The words "include," "includes" and "including"
are deemed to be followed by the phrase "without limitation." Any reference to the masculine,
teminine or neuter gender shall include each other gender and any reference to the singular or
plural shall include the other, in each case unless the context otherwise requires. All Schedules
annexed hereto or referred to herein are incorporated in and made a part of this Agreement as if

set forth in full herein.

Section 14
DEFINITIONS

14.1 Defined Terms. As used hercin, the terms below shall have the following
meanings. Any of such terms, unless the context otherwise requires, may be used in the singular
or plural, depending upon the reference.

"401(k) Plan" is defined in Section 7.14.

"Accounts Payable" is defined in Section 5.22(b).

"Accounts Receivable” is defined in Section 5.22(a).

"Action" means any action, suit, proceeding or investigation.

"Affiliate” has the meaning set forth in the Securities Exchange Act of 1934, as amended.

WO2-WEST:1SWC1403852858,2 -79-



"Affiliated Group" means any affiliated group within the meaning of IRC §1504, any
group of corporations filing a combined report for purposes ot California corporate tranchise or
corporate income tax, and any other combined, unitary, consolidated or other group of which any
of the Company or the Company Subsidiaries is or has been a member of, or included in. for
tederal, state, local or foreign Tax purposes.

"

Agreement" is defined in the Preamble.

"Ancillary Agreements" means the Certificate of Merger, the Escrow Agreement and the
Stockholder Consent.

"Antitrust Laws" means all Applicable Laws (including the HSR Act. the Sherman Act,
as amended, the Clayton Act, as amended. the Federal Trade Commission Act. as amended) that
are designed to prohibit, restrict or regulate actions having the purpose or effect of
monopolization or restraint of trade.

"Applicable Law" means, with respect to any Person, any domestic or foreign, federal,
state or local statute, law (including common law), ordinance, rule, administrative interpretation
and guidance (including administrative manuals, bulletins, requirements, policies, standards,
instructions, guidelines and other sub-regulatory guidance) of a Government Authority,
regulation, order, writ, injunction, directive, judgment, decree or other requirement of any
Governmental Authority applicable to such Person, including any Health Care Laws.

"Arbitrator" is detined in Section 2.4. ‘

"Base Purchase Price" is defined in Section 2.1(a).

"Benefit Plan" means any plan, agreement or arrangement (whether provided by
insurance, self-funding or otherwise) that is an employment, consulting or deferred
compensation agreement; or an executive compensation, incentive, bonus, employee pension,
profit-sharing, savings. retirement, stock option, stock purchase, or severance pay plan; or a life,
health, post-retirement benefit, worker's compensation, unemployment benefit, disability or
accident plan; or a holiday, vacation, or leave of absence; or expense reimbursement, automobile
or other transportation allowance: or other material employee benefit plan, agreement or
arrangement including, without limitation. any “employee benefit plan,” as defined in
Section 3(3) of ERISA, maintained by the Company or the Company Subsidiaries or with respect
to which the Company or the Company Subsidiaries have or in the future may have, any
contribution or other liability or obligation with respect to any current or former employees of
the Company or the Company Subsidiaries.

"Business” means the business of the Company and the Company Subsidiaries as
currently conducted including the business of providing access to Medicare Advantage programs
for Medicare-eligible seniors and other beneficiaries.

"Cap" means $25,500,000.

"CERCLA" has the meaning set forth in the definition of "Environmental Law."
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"CERCLIS" is defined in Section 5.12(f).
"Certificate” is defined in Section 2.3(a).

"Certificate of Merger" is defined in Section 1.2.

"Claim Notice" is defined in Section 1 1.4(a).

"Closing" is defined in Section 3.1.

"Closing Date" is defined in Section 3.1.

"Closing Merger Consideration Per Share Balance" is defined in Section 2.1(b).

"Closing Value" is defined in Section 4.2.

"Closing Value Statement" 1s defined in Section 4.2.

"CMS" means the Centers for Medicare and Medicaid Services, a division of the United
States Department of Health and Human Services.

"Common Stock" is defined in Section 2.1(c).
"Company" is detined in the Preamble.
"Company Agents" is defined in Section 8.4(a).

"Company Capital Stock" is defined in Section 2.1(d).

"Company Contract" is defined in Section 5.10.

"Company Financial Statements" is defined in Section 5.5.

"Company Intellectual Property" is defined in Section 5.13(a).

"Company Interim Balance Sheet" is defined in Section 5.5.

"Company Interim Balance Sheet Date" is defined in Section 5.5.

"Company Interim Financial Statements" is defined in Section 5.5.

"Company Subsidiaries” means Arcadian Health Plan, Inc., a Washington corporation;
Arkansas Community Care, Inc., an Arkansas corporation; Arcadian Health Plan of Georgia,
Inc.. a Georgia corporation; Arcadian Health Plan of Louisiana, Inc., a Louisiana corporation;
Arcadian Health Plan ot North Carolina, Inc., a North Carolina corporation; Arcadian Health
Plan of New York, Inc., a New York corporation, and Arcadian Choice, Inc., a Texas

corporation.

"Company Year-End Financial Statements" is defined in Section 5.5.
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"Competition Filing" is defined in Section 7.10(d).

"Contidential [nformation” is deﬁr_led in Section 8.2.

"Confidentiality Aereement” is defined in Section 7.8.

"Contract" means any written contract, agreement. license, lease, guaranty, indenture,
sales or purchase order or other legally binding commitment.

"Controlled Group Member” means any organization which is a member of a controlled
group of organizations (within the meaning of IRC Section 414(b). (c), (m) or (0)) of which the
Company is a member.

“Corrective Action Plan” means any compliance, corrective action or remediation plan
heretofore or subsequently developed, adopted or implemented by the Company or any of the
Company Subsidiaries in response to or as a result of any orders, letters , communications or
notices from CMS or any other Governmental Authority'relating to the Company’s or any of the
Company Subsidiaries’ failure to meet any of the requirements for continued participation in the
Programs (including any orders, letters, communications or notices relating to CMS" low plan
rating (or "star rating’") or stating that continued participation may be contingent on the Company
or the Company Subsidiaries developing, adopting, implementing or taking any sort of corrective
or remedial actions).

"Deftense Conditions" is defined in Section 11.4(b).

"DGCL" means the Delaware General Corporation Law.

"Disclosure Schedules" means the schedules executed and delivered by the Company to
Parent and Merger Sub as of the date of this Agreement that set forth the exceptions to the
representations and warranties contained in Section S and certain other information called for by
this Agreement, as the same may be modified in accordance with the terms hereof. Unless
otherwise specitied, each reference in this Agreement to any numbered schedule is a reference to
the corresponding numbered schedule which is included in the Disclosure Schedules. Each
numbered schedule in the Disclosure Schedules shall be deemed to qualify the corresponding
Section of this Agreement and any other Section to which the application of such disclosure is
reasonably apparent on its face. It is specifically acknowledged that the Disclosure Schedules
may expressly provide exceptions to a particular Section of Section 5 notwithstanding that the
Section does not state "except as set forth in Schedule XYZ" or words of similar effect.

"Dissent Shares” is defined in Section 2.7.

"DOJ" means the United States Department of Justice, Antitrust Division.

"Effective Time" is defined in Section 1.2.

"Encumbrance” means any claim, lien, pledge, option, charge, easement, security interest,

deed of trust, mortgage, right-of-way, encroachment, conditional sales agreement, encumbrance
or other similar right of third parties, whether voluntarily incurred or arising by operation of law.
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"Environmental Laws" means all federal, state, local or foreign laws, statutes, ordinances,
regulations, rules, judgments, orders, court decisions or agency guidelines, which: (a) regulate or
relate to the protection or clean-up of the environment; the use, treatment, storage, transportation,
handling, disposal or release of Hazardous Substances, the preservation or protection of
waterways, groundwater. drinking water, air, wildlife, plants or other natural resources; or the
health and safety of persons (including employees) or property relating to exposure to Hazardous
Substances; or (b) impose liability with respect to any of the foregoing, including: (i) the
Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended
("CERCLA"); (it) the Emergency Planning and Community Right to Know Act, as amended;
(i1) the Solid Waste Disposal Act, as amended; (iv) the Clean Air Act, as amended; (e) the Clean
Water Act, as amended; (v) the Toxic Substances Control Act, as amended; (g) the Occupational
Safety and Health Act of 1970, as amended; (v1) the Oil Pollution Act of 1990, as amended; and
(vit) the Hazardous Materials Transportation Act, as amended. ’

"ERISA" means the Employee Retirement Income Security Act of 1974, as amended.

"Escrow Account” is detined in Section 2.4.

"Escrow Agent" is defined in Section 2.4.

"Escrow Agreement” is defined in Section 2.4.

"Escrow Amount” is defined in Section 2.1(e).
"Escrow Funds"” is defined in Section 2.4.

"Escrow Payment Date” is defined in Section 2.4.

"Estimated Closing Value Statement” is defined in Section 4.1.

"Estimated Value" is defined in Section 4.1.

"Estimated Value Deficiency” is defined in Section 4.1.

"Estimated Value Surplus” is defined in Section 4.1.

"Excess Value Adjustment Amount" is defined in Section 4.3(b).

“Exchange Fund" is defined in Section 2.3(a).

"Extraordinary Losses" is defined in Section 11.2(f).

"Federal Reconciliation Adjustments” means the proposed or actual monetary
adjustments, recoveries, or return of payments made by CMS, any Medicaid agency or any other
Governmental Authority sought from the Company or any Company Subsidiary for any period
occurring through the Effective Time in respect of any of the Company Subsidiaries' MA Plans
or under any Program in which any Company Subsidiary participates, including, but not limited
to, such adjustments, recoveries or return of payments attributable to: (a) errors made by any
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Company Subsidiary or its Providers in coding the intensity or severity of a Members' health
status or condition (""Medicare Risk Adjustment’), including as a result of a CMS Risk
Adjustment Data Validation (RADV) audit; (b) errors, adjustments or reconciliations due to or
following a Request for Anticipated Payments (RAP) submitted to CMS: (¢) errors in the
determination, calculation or payment of any low income cost subsidy, reinsurance subsidy or
Program risk sharing; (d) amendments, corrections or changes to any Company Subsidiary's
Program bid submissions: or {¢) other Program reconciliations. adjustments or recoveries made
in the ordinary course of business or as a result of a Governmental Authority's examination or
other audit, whether based on errors or the discovery of new information. The amount of any
Federal Reconciliation Adjustments shall include any interest, fines or penalties assessed against
such monetary adjustments, recoveries or return of payment.

"First Escrow Payment Date" is defined in Section 2.4.

"FTC" means the United States Federal Trade Commission.
"GAAP" means U.S. generally accepted accounting principles, consistently applied.

"Govemmental Authority” means any nation or government, province, state, county,
municipality. and any other political subdivision of any of the foregoing, any legislative body.
governmental department, commission, board, bureau, administrative or regulatory agency, court
or other instrumentality of any of the foregoing and any Person exercising executive, legislative,
judicial, regulatory or administrative functions of or pertaining to government, including CMS.

"Hazardous Substance” means (a) any hazardous materials, hazardous wastes. hazardous
substances, toxic wastes and toxic substances as those or similar terms are detined under any
applicable Environmental Laws; (b) any asbestos or any material that contains any hydrated
mineral silicate, including chrysolite, amosite, crocidolite, tremolite, anthophylite and/or
actinolite, whether triable or non-friable; (¢) PCBs or PCB-containing materials or fluids;
(d) radon; (e) any other hazardous, radioactive, toxic or noxious substance, material, pollutant,
contaminant, constituent, or solid, liquid or gaseous waste, including medical, biological or
biohazardous wastes, regulated under any Environmental Law: (f) any petroleum, petroleum
hydrocarbons, petroleum products, crude oil and any fractions or derivatives thereof, any oil or
gas exploration or production waste and any natural gas, synthetic gas and any mixtures thereot;
(g) any substance that, whether by its nature or its use, is subject to regulation under any
applicable Environmental Laws or with respect to which any Environmental Laws or
Governmental Authority requires environmental investigation, monitoring or remediation and
(h) any material defined as a toxic or hazardous substance pursuant to 42 U.S.C. § 9601(14).

"Health Care Laws" means all laws relating to: (a)the licensure, certification,
qualification or authority to transact business in connection with the provision of, payment for, or
arrangement of, health benefits or health insurance, including laws that regulate managed care,
third party payors and persons bearing the financial risk for the provision or arrangement of
health care services and, without limiting the generality of the foregoing, laws relating to
Medicaid and Medicare Programs; (b)the operations of facilities such as pharmacies,
laboratories. radiology or imaging centers or the operation of professional medical practices or
other medical or health facilities; (c)the solicitation or acceptance of improper incentives
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involving persons operating in the health care industry, including, without limitation, laws
prohibiting or regulating fraud and abuse, patient referrals or Provider incentives generally or
under the tollowing statutes: the federal anti-kickback law (42 U.S.C. § 1320a-7b) and the
regulations promulgated thereunder, the Stark laws (42 U.S.C. § 1395nn) and the regulations
promulgated thereunder, the Federal False Claims Act (31 U.S.C. §§ 3729, et seq.), the federal
Civil Monetary Penalties Law (42 US.C. § 1320a-7a). the federal Program Fraud Civil
Remedies Act (31 U.S.C. § 3801 et seq.); (d) the administration ot health care claims or benefits
or processing or payment for health care services, treatment or supplies furnished by Providers.
including third party administrators, utilization review agents and persons performing quality
assurance, credentialing or coordination of benetfits; (e) billings to insurance companies, health
maintenance organizations and other managed care plans or otherwise related to insurance fraud;
(f) the Consolidated Omnibus Budget Reconciliation Act of 1985, as amended. (g) HIPAA;
(h) any laws governing the privacy, security, integrity, accuracy, transmission. storage or other
protection of information about or belonging to actual or prospective Members: (i) any state
insurance, health maintenance organization or managed care laws; (j) the Patient Protection and
Affordable Care Act (Pub. L. 111-148) as amended by the Health Care and Education
Reconciliation Act of 2010 (Pub. L. 111-152) and the regulations promulgated thereunder and
(k) and any other law, regulation, guidance document, manual provision, program memorandum,
opinion letter, or other public issuance which regulates kickbacks, patient or program charges,
recordkeeping, claims process, documentation requirements, medical necessity, referrals, the
hiring ot employees or acquisition of services or supplies tfrom those who have been excluded
from government health care programs, quality, safety, privacy, security, licensure, accreditation
or any other aspect of providing health care services.

"HIPAA" means the Health Insurance Portability and Accountability Act of 1996 (42
U.S.C. § 1320d et seq.), as amended by the Health Information, Technology for Economic and
Clinical Health Act of 2009.

"HSR_Act” means the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as
amended.

"Indebtedness” means, as of any date, without duplication, the outstanding principal
amount of, accrued and unpaid interest on and other payment obligations (including any unpaid
premiums, penalties, redemption costs and other charges payable as a result of the consummation
of the Transactions) arising under any and all obligations of the Company or the Company
Subsidiaries consisting of: (a) indebtedness for borrowed money or indebtedness issued in
substitution or exchange for borrowed money or indebtedness for the deferred purchase price of
property or services (other than trade payables and accrued expenses arising in the ordinary
course of business but including any "eamout” or similar payments or any non-compete
payments), in each case, whether or not represented by bonds, debentures, notes or similar
instruments. and all accrued and unpaid interest thereon, and all premiums, prepayment
penalties, fees and other amounts that are payable in respect thereot, (b) indebtedness evidenced
by any note, bond, debenture or other debt security, in each case, as of such date, (c) obligations
under any interest rate, currency, swap or other hedging agreements, in each case, as of such date
(valued at the termination value thereof), excluding any undrawn letters of credit, (d) obligations
of the Company or the Company Subsidiaries for the reimbursement of any obligor on any letter
of credit, banker's acceptance or similar credit transaction that has been drawn upon as of such
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date. (e) any indebtedness of a third party (other thun the Company or Company Subsidiaries) of
the type described in the foregoing clauses (a) through (d) guaranteed by, or that is recourse to,
the Company or the Company Subsidiaries or any of their respective assets or that is otherwise
their egal liability or that is secured in whole or in part by the assets of the Company or the
Company Subsidiaries, and (f) all accrued interest, success fees, prepayment premiums. make
whole premiums or penalties and fees or expenses associated with the prepayment of any of the
foregoing. Notwithstanding the foregoing, "Indebtedness” shall not include any obligations
under operating leases or intercompany debt solely between the Company and the Company
Subsidiaries.

"Indemnitee” is defined in Section 11.4(a).
"Indemnitor” is defined in Section | 1.4(a).

"[ntellectual Property” means (a)all patents and applications therefor, including
continuations, divisionals, continuations-in-part, or reissues of patent applications and patents
issuing thereon, and all similar rights arising under the Laws of any jurisdiction, (b) all
trademarks, service marks, trade names, service names, brand names, trade dress rights, logos,
Internet domain names and corporate names and general intangibles of a like nature, together
with the goodwill associated with any of the foregoing, and all applications, registrations and
renewals thereot, (c) copyrights and registrations and applications therefor, works of authorship
and mask work rights, including software code and computer software, (d) discoveries, concepts,
ideas. inventions, research and development, know-how, formulae, inventions, compositions,
manufacturing and production processes and techniques, technical data, procedures, designs,
drawings, specifications, databases, and other proprietary or confidential information, including
customer lists, supplier lists, pricing and cost information, and business and marketing plans and
proposals of the Company and the Company Subsidiaries, in each case excluding any rights in
respect of any of the foregoing that comprise or are protected by copyrights or patents, and-
(e) and any rights analogous to the foregoing, in each case, whether protected, created or arising
under the laws of the United States or any other jurisdiction.

"IRC" means the United States Internal Revenue Code of 1986, as amended. All
references to the IRC, Treasury Regulations or other governmental pronouncements shall be
deemed to include references to any applicable successor regulations or amending
pronouncement.

"IRS" means the United States Internal Revenue Service.

"JAMS Arbitrator"” is defined in Section 13.8.

"Knowiedge of the Company" means to the actual, current knowledge of David Buler,
Robert Fahlman, Les Granow, James Novello, John Wells and Kenneth Zimmerman after due
inquiry.

"Limited-Recourse Exceptions” is defined in Section 11.2(b)}(vi).

"Losses” means all losses, costs and expenses (including without limitation, costs of
investigation and defense and reasonable attorneys' and other professionals’ fees), claims,
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liabilities, damages, lawsuits, demands and expenses, interest, fines, penalties or any diminution
in value, whether or not involving a third party claim; provided, that with respect to any Tax
Contest, "Losses” shall also include (a) the reasonable costs ot engaging an outside consultant to
investigate matters relating to such Tax Contest, to engage and negotiate with the Internal
Revenue Service and/or other Governmental Authorities in respect of such Tax Contest. and to
implement any required corrections and (b) a reasonable allowance for Parent's internal time and
effort expended in dealing with such Tax Contest.

"MA Plans" means one or more Medicare Advantage coordinated care plans (i.e., without
prescription drug coverage), Medicare Advantage prescription drug plans and stand-alone
prescription drug plans offered under a policy, contract or plan authorized under the Medicare
Advantage Program and approved by CMS, in each case, otfered by the Company Subsidiaries.

"Material Adverse Effect” or "Material Adverse Change” means any eftect, event,
change, fact, circumstance or development that is materially adverse to the condition (financial
or otherwise), business, operations, assets or results of operations of the Company and the
Company Subsidiaries, taken as a whole; provided, however, that any such effect resulting from:
(a) any change in economic or capital market conditions generally, (b) national or international
political or social conditions, including the engagement by the United States in hostilities,
whether or not pursuant to the declaration of a national emergency or war, or the occurrence of
any military or terrorist attack upon the United States, or any of its territories, possessions or
diplomatic or consular otfices or upon any military installation, equipment or personnel of the
United- States, (c) public or industry knowledge of the Transactions (including, without
limitation, any action or inaction by the Company' or the Company Subsidiaries’ employees,
customers and vendors), (d) the consummation of the Transactions, and (e) any actions required
to be taken pursuant to this Agreement or any agreement contemplated herein shall not be
considered when determining whether a Material Adverse Effect has occurred, provided,
however, that the exclusions in clauses (a) and (b) above shall be inapplicable to the extent that
they impact the Company or the Company Subsidiaries in a materially disproportionate manner
relative to the majority of other similar entities impacted by such change. The Company may,
however, at its option, include in the Disclosure Schedules or elsewhere items that would not
constitute a Material Adverse Etfect within the meaning of this definition in order to avoid any
misunderstanding, and such inclusion shall not be deemed to be an acknowledgement by the
Company that such items would constitute a Material Adverse Effect or further define the
meaning of such term for purposes ot this Agreement.

"Material Health Care Provider" is defined in Section 5.30(a).

"Material Producer” is defined in Section 5.29.

"Medicaid" means the applicable provisions of Title XIX of the Social Security Act, the
regulations promulgated thereunder, and the state laws implementing the Medicaid program.

"Medical and Pharmacy Claims" means, with respect to any measurement period, the
aggregate dollar amount of claims incurred by the Company and the Company Subsidiaries with
respect to covered medical or pharmaceutical services provided to the Company's and the
Company Subsidiaries' MA Plans prior to the Closing Date.
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"Medical Claims Reserve" means amounts accrued or reserved by the Company and the
Company Subsidiaries for liability for Medical and Pharmacy Claims incurred but not reported,
and incurred but pending or otherwise unpaid.

"Medicare” means the applicable provisions of Title XVIII of the Social Security Act and
the regulations promulgated thereunder. '

"Medicare Advantage Program" means the Medicare Advantage program established
under Part C of Title XVIII of the Social Security Act, as succeeded and superseded by Title [I
of MMA, and the Medicare Prescription Drug Benefit program established by Section 101 of the
MMA, and the applicable implementing regulations any and all guidelines, bulletins, manuals,
instructions, requirements, policies, standards, directives or sub-regulatory guidance from time to
time adopted or issued by CMS or HHS, as all of the foregoing may be amended or any
substitute or successor provisions thereof enacted, adopted or issued.

"Member” means any individual who is properly enrolled in a MA Plan.

"Merger" is defined in Section 1.1.

"Merger Sub" is defined in the Preamble.

"MMA" means the Medicare Prescription Drug, Improvement and Modernization Act of
2003.

"New CVS Contract” means that certain Prescription Benefit Services Agreement for
Medicare Part D, entered into on August 16, 2011, by and between CVS Caremark Part D
Services, L.L.C. and Arcadian Health Plan, Inc. which will supersede the Managed Pharmacy
Benefit Services Agreement Medicare Part D between Arcadian Health Plan, Inc., and its
affiliates and Silverscript, Inc. (and CaremarkPCS Health, LLP. SilverScript, LLC, and CVS
Caremark Part D Services. LLC) with all amendments and attachments thereto, effective as of
January 1, 2006.

"NPL" is defined in Section 5.12(f).

"Other Securities” means, with respect to any entity, any: (a) capital stock of such entity
(other than common stock) or securities convertible into or exchangeable for any capital stock of
such entity; (b) options, warrants or other rights to purchase or subscribe to capital stock of such
entity or securities convertible into or exchangeable for capital stock of such entity; or
(c) contracts, commitments, agreements, understandings, arrangements, calls or claims of any
kind relating to the issuance of any capital stock of such entity, any such convertible or
exchangeable securities or any such options, warrants or rights.

"Parent” is defined in the Preamble.

"Parent Indemnitees" is defined in Section | 1.2(a).

"Parent Indemnitors” is detined in Section ]1.3(a).
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"Parent Releasing Parties” is defined in Section 8.1(a).

"Paving Agent” is defined in Section 2.3(a).

"Permits" means all licenses, permits, franchises, approvals, authorizations, consents or
orders of, or filings with. any Governmental Authority, or any other person, including any
requirements or accreditation of any accrediting body, necessary for the conduct of the Business
as currently conducted.

"Permitted Encumbrances” means: (a) liens arising in the ordinary course of business by
operation of law for amounts not yet due in favor of carriers, warehousemen, mechanics,
landlords and materialmen; (b) liens for Taxes not yet due or any Taxes being contested in good
faith by appropriate proceedings and for which appropriate reserves are established in the
Company Financial Statements: (c) other liens or imperfections on property which are not
material in amount or do not materially detract from the value of or materially impair the existing
use of the property atfected by such lien or imperfection, (d) liens relating to deposits made in
the ordinary course of business in connection with workers' compensation, unemployment
insurance and other types of social security or to secure the performance of leases, trade
contracts or other similar agreements, (e) purchase money liens on personal property acquired in
the ordinary course of business. (f) liens securing executory obligations under any lease that
constitutes a "capital lease” under GAAP, (g)any utility company rights, easements and
franchises and (h) those liens identified on Schedule 14.1.

"Per Share Merger Consideration” is defined in Section 2.1(f).

"Person” shall be construed in the broadest sense possible and means and includes an
individual, corporation, partnership, association, trust, estate, joint stock company,
unincorporated organization or other entity or organization, including a Governmental Authority
(and any department, agency or political subdivision thereof).

"Pre-Closing Period" means any Tax period ending on or before the Closing Date.

"Producer” means any sales agent, consultant, solicitor. producer or agency thereof who
or which arranges. on behalf of any of the Company Subsidiaries, for the sales of or enrollment
into MA Plans offered by the Company Subsidiaries. '

"Program" means the Medicare and Medicaid programs and any other state or federal
health care program, as defined in 42 U.S.C. § 1320a-7b(f).

"Proportional Interest” means with respect to each Stockholder Party, a number
calculated using a fraction, the numerator of which is the Pro Rata Share of such Stockholder
Party and the denominator of which is the Pro Rata Share of all Stockholder Parties in the
aggregate.

"Proportionate Share” means, when used with respect to any Stockholder, a number
calculated using a fraction, the numerator of which is the number of shares of Company Capital
Stock held by the Stockholder immediately prior to the Etfective Time, and the denominator of
which is the total number of shares of Company Capital Stock issued and outstanding
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immediately prior to the Effective Time, in each case of the numerator and denominator, with
shares of Series A Preferred Stock, Series B Preferred Stock, Series B-1 Preferred Stock and
Series C Preferred Stock treated for this purpose as if they had been converted into shares of
Common Stock at the then-applicable conversion rate in accordance with the Certificate of
[ncorporation of the Company (after giving effect to any Warrants and options exercised before
the Effective Time). Each Stockholder's estimated Proportionate Share (calculated as of the date
hereof rather than as of the Effective Time) is set forth next to such Stockholder's name on
Exhibit A, which Exhibit A shall be updated prior to the Closing pursuant to Section 3.2(a)(ix) to
retlect each Stockholder's final Proportionate Share.

"Pro Rata Share" means, when used with respect to any Stockholder, a number
calculated, at any given time (it being acknowledged that such percentage may change with
respect to each Stockholder from time to time), using a fraction the numerator of which is the
total amount of consideration actually theretofore paid to such Stockholder pursuant hereto at
such time (including such Stockholder's portion of the Total Closing Merger Consideration and
any amounts released or distributed to such Stockholder pursuant to Section 2.4 and/or
Section 4.3(b)) and the denominator of which is the total amount of consideration
actually theretofore paid to all Stockholders pursuant hereto at such time (including the Total
Closing Merger Consideration and any amounts released or distributed to the Stockholders
pursuant to Section 2.4 and/or Section 4.3(b)): provided, that any amounts withheld pursuant to
Section 2.8 or paid to the Parent Indemnitees pursuant to Section 11.2 shall be
deemed theretofore paid to the Stockholders for such purposes. Each Stockholder's Pro Rata
Share as of the date hereof is set forth next to such Stockholder's name on Exhibit A, which
Exhibit A shall be updated prior to the Closing pursuant to Section 3.2(a)(ix) to retlect each
Stockholder's Pro Rata Share as at the Effective Time.

"Providers” means any all physicians, physician or medical groups, [PAs, PPOs,
exclusive provider organizations, specialist physicians, dentists, optometrists, audiologists,
pharmacies and pharmacists, radiologists or radiology centers, laboratories, mental health
professionals, chiropractors, physical therapists, any hospitals, skilled nursing facilities, extended
care facilities, other health care or services facilities, durable medical equipment suppliers,
opticians, home health agencies, alcoholism or drug abuse centers and any other specialty,
ancillary or allied medical, health or wellness professional or facility.

"RADV Audit" means a CMS Risk Adjustment Data Validation audit.

"RAP" means a Request for Anticipated Payment submitted to CMS.

"Real Property Leases" is detined in Section 5.11.

"Reference Value" means $55.541.716.

"Release” means any spilling, leaking, pumping, pouring, emitting, emptying,
discharging, injecting, escaping, leaching, dumping, migrating within the environment or
disposing into the environment or the workplace of any Hazardous Substance, and otherwise as
defined in any Environmental Law.,

"Remedies Exceptions” is detined in Section 5.2!7211‘
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Representative” meuans with respect to any Person, any ofticer, director, principal.
attorney, accountant, agent, employee or representative of such Person, any Affiliate of such
Person, and any Representative ot such Affiliate.

“Retention Apgreement” is defined in Section 7.2(d).

"SAP" means applicable statutory accounting principles.

"Second Escrow Payment Date" 1s defined in Section 2.4.

"Section 262" is defined in Section 2.7.

"Series A Liquidation Amount" is defined in Section 2.1(g).

"Series A Preferred Stock" is defined in Section 2.1(k).

"Series B Liquidation Amount” is defined in Section 2.1(h).

"Series B Preferred Stock” is defined in Section 2.1(1).

"Series B-1 Liquidation Amount" is defined in Section 2.1(i).

"Series B-1 Preferred Stock” is defined in Section 2.1(m).

"Series C Liquidation Amount” is defined in Section 2.1(}).

"Series C Preferred Stock” is defined in Section 2.1(n).

“Service Area" means the geographic areas in which the Company or any Company
Subsidiaries hold Permits issued by Governmental Authorities and are duly authorized by CMS
and the applicable Governmental Authorities, as of the date of this Agreement, to otfer MA
Plans to Members.

"SMRH" means Sheppard, Mullin, Richter & Hampton LLP.

"Specified Representations” means the representations contained in Section S.1
(Organization and Good Standing), Section 5.2 (Authority and Enforceability), clauses (i),
(i)A) and (ii)}(B) of Section 5.3(a) (Not Ultra Vires; No Violation of Certain Laws and
Agreements), Section 5.4 (Capitalization; Corporate Records), Section 5.24 (Brokerage),
Section 6.1 (Organization and Standing), Section 6.2 (Authority and Enforceability),
Section 6.3(a) (Not Ultra Vires) and Section 6.7 (Brokerage).

"State Insurance Filing" is defined in Section 7.10(c).

"State Regulatory Filing" is defined in Section 5.25(d).

"Statutory Reserve” means, with respect to a Company Subsidiary, the actual amount of
capital and surplus the Company Subsidiary has, as determined under SAP; provided, however,
that for purposes of this calculation, the following shall be included in the calculation of

W02-WEST: 1 SWC1\403852858.2 ) -91-



Statutory Reserve (but in each case, without duplication): (A) all severance or bonus payments
due to employees from the Company Subsidiaries related to the period at or prior to the Closing
in connection with the transactions contemplated hereby or otherwise. and (B) the employer
portion of any withholding Taxes owed by the Company Subsidiaries to any Governmental
Authority (including those which may become payable in connection with actions taken in
anticipation of, or contemporaneously with, the Closing of the Transactions).

"Stockholder” is defined in Section 2.1(0).

"Stockholder Indemnitees” is defined in Section 11.3(a).

"Stockholder Party" is defined in the Preamble.

"Stockholder Releasing Parties” is defined in Section 8.1(a).

"Stockholder Representative” is defined in Section 13.1(a).

"Straddle Period" means any Tax period that begins on or before and ends after the
Closing Date.

"Straddle Return” means a Tax Return for a Straddle Period.

"Subsidiary” means any corporation, partnership, limited liability company or other
business entity with respect to which a specified Person (or a Subsidiary thereot) owns at least a
majority of the outstanding capital stock or has the power to vote or direct the voting of
sufficient securities to elect a majority of the directors or otherwise direct the management of the
entity.

“Surviving Corporation” is defined in Section 1.].

"Tax" or "Taxes" means (whether or not disputed) taxes of any kind, levies or other like
assessments, duties, imposts, charges or tees , including, without limitation: (a) all federal, state,
focal or foreign taxes, including all income, profits, capital gains, receipts, corporate franchise,
net worth, sales, use, value added, property, ad valorem, value-added, intangible, unitary,
transter, stamp, documentary, license, payroll, employment, estimated, excise, environmental,
occupation, premium, property, customs, duties, severance, windfall profits, franchise, license,
withholding, social security, unemployment, disability, registration, alternative or add-on
minimum, recapture or other taxes, levies, fees, charges or assessments of-any kind assessed or
imposed by any Taxing Authority together with any interest and any penalties, fines, additions to
tax or additional amounts with respect thereto. (b) any liability for payment of amounts described
in clause (a) payable by reason of Treasury Regulation Section 1.1502-6(a) (or any predecessor
or successor thereof) or any analogous or similar provision under law, as a result of successor or
transferee liability, or being a member of an Affiliated Group for any period, or otherwise
through operation ot law, and (c) any liability for payment of amounts described in clauses (a) or
(b) as a result of any tax sharing, tax indemnity or tax allocation agreement or any other express
or implied agreement or any practice, policy or arrangement of indemnifying or to indemnity any
other person for taxes.
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"Tax Contest" is defined in Section 9.4(a).

"Tax_Returns" means any return, report, statement, information return, claim for refund
or other document (including any related or supporting information) filed or required to be filed
with any Taxing Authority in connection with the determination, assessment. collection or
administration of any Taxes or the administration of any laws, regulations or administrative
requirements relating to any Taxes.

"Taxing Authority" means the IRS and any other Governmental Authority responsible for
the administration and/or collection of any Tax.

"Third Escrow Payment Date" is defined in Section 2.4.

"Threshold" means One Million, Six-Hundred and Fifty Thousand Dollars ($1,650,000).

"Total Closing Merger Consideration” is defined in Section 2.1(p).

"Transaction Expenses” means: (a) all costs and expenses incurred or otherwise payable
by the Company or the Company Subsidiaries in connection with this Agreement and the
Transactions, including, without limitation, all legal, financial advisory, accounting, consulting
and other fees and expenses and any broker's or finder's fees and (b) all amounts (plus any
associated withholding Taxes or any Taxes required to be paid by the Company or the Company
Subsidiaries with respect thereto) payable by the Company or the Company Subsidiaries,
whether immediately or in the future, under any "change of control," phantom stock, retention,
termination, compensation, severance or other similar arrangements as a result of the
consummation of the Transactions (including, without limitation, such amounts payable to any
employee of the Company or the Company Subsidiaries at the election of such employee
pursuant to any such arrangements); in each case except to the extent paid prior to the Closing
Date.

"Transactions” means the transactions contemplated hereby and by the Ancillary
Agreements.

"Transfer Taxes" is defined in Section 9.5.

"Treasury Regulations" means the regulations prescribed under the IRC.

“Warrant" means a right to purchase shares of Company Capital Stock, including,
without limitation, rights provided under warrants or options; provided, that Series A Preferred
Stock, Series B Preferred Stock, Series B-1 Preferred Stock and Series C Preferred Stock shall
not be deemed included in the definition of "Warrants."

Working Capital” shall mean the amount calculated by subtracting the current liabilities
of the Company from its current assets. in each case, calculated in accordance with GAAP and
consistent with historical practice of the Company to the extent consistent with GAAP; provided,
however, that for purposes of this calculation "current liabilities" shall include (in each case,
without duplication) (A) all severance or bonus payments due to employees from the Company
related to the period at or prior to the Closing in connection with the transactions contemplated
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IN WITNESS WHEREOF. the parties hereto have duly executed and delivered this
Agreement and Plan ot Merger as of the date first above written.

"PARENT"

/are corporation

By:
Name: ? Ao SQe o )
Title: N2

"MERGER SUB"

Hus1so /c,o:p_;h
By: 4—')

Name: 7@;;:——&«,
Title: 3 t—n”™

"COMPANY"

Arcadian Management Services, Inc.

By:
Name:
Title:

| Signature Page to Agreement and Plan of Merger]



IN WITNESS WHEREQF, the parties hereto have duly executed and delivered this

Agreement end Plan of Merger as of the date flrst above written,

"PARENT"
Humana Inc., a Delaware corporation

By:

Name:

Title:

"MERGER SUB"
Humsol, Inc,, a Delaware corporation

By:

Name:

Tide:
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"COMPANY"

Arcadian Man ent Services, Inc,

Name: _Koberst L fothfmn o

Title: Chacrnam & CED




STOCKHOLDERS:

Kenneth B. Zimmérndan '

Number of Common Shares: 434,176
1133 Barroilhet

Hillsborough, CA 94010

Phone: 510-817-1008

Lmail: kzimmerman@arcadianhealth com

[Signature Page to Agreement and Plan of Merget]



THIRD AMENDED AUSTIN/SMALLEY
LIVING TRUST DATE} MARCH 4, 2004

By:

Number of Common Shares: 1,111,083

Attn: Jacqui Smallcy

5920 Ross St.

Oakland, CA 94618

Phone: 510-817-1006

Email: Jacqui@bccranch.com

[Signature Page to Agreement and Plan of Merger]



LAWRENGE N, AND DULC N
LIVING TRUST DATED MA 8

W A (-~ -
Ngefe: Lawyence N. KuéeimanT -
itle: Trustee

By:

Number of Common Sharos: 21,508

Ann: Larry N. Kugelman Sr.
24 Venezia

Newport Coast, CA 92657
Phone: 949-497-0149

Email: Inkdak@aol.com

[Signature Page to Agreement and Plan of Merger]



=7,
Les Granow

Number of Common Shares: 706

Les Granow

865 17th Street

Manhattan Beach, CA 90266

Phone: 909-971-6800

Email: Lgranow@arcadianheaith.com

[Signature Page to Agrcement and Plan of Merger]



PREFERRED A STOCKHOLDERS:
THREE ARCEFPX RS II, L.P.
By: Thee Arch Managetnent 1, L.L.C.,

By: _/z A
Name: g DAEGE,
Titlex”_ 1Al

Numﬁof?refcrred A Shares: 355,000
Three Arch Partners

3200 Alpine Road

Portola Valley, CA 94028

Attn: Wilfred Jaeger

Email: wilfred@threearchpartners.com

[Signature Page to Agreement and Plan of Merger])



PREFERRED B STOCKHOLDERS:

THIRD AMENDED AUSTIN/SMALLEY LIVING

Number of Preferred B Shares: 218,182
Atin: Jacqui Smalley

5920 Ross St.

Oakland, CA 94618

Phone: 510-817-1006

Email: Jacqui@bccranch.com

[Signature Page to Agreement and Plan of Merger]



LAWRENCE N/AND DULCIE KUGEIMAN
LIVING TRUZT DATEL] MA /7988
/““ i

By:
Na{;j’e./ Lawrence N. Kugelman |
Tifle: Trustee

Number of Proferred B Shares; 106,870
Attn; Larry N, Kugelman Sr.

24 Venezia

Newport Coast, CA 92657

Phone: 949-497-0149

Email: Inkdak@aol.com

[Signature Page to Agreement and Plan of Merger]



Phone: 949-497-0149
Email: Inkdok@aol.com

(Signature Page to Agreement and Plan of Merger]



Stryker Warren

Number of Preferred B Shares: 51,948
Stryker Warten

Urologix Inc.

14405 21st Avenue North, Suite 110
Minneapolis, MN 55447-2000

Phone: 615-948-6710

Email: SWarren@Urologix.com

[Signature Page to Agreement and Plan of Merger)
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Maryn\Wairen

Number of Preferred B Shares: 51,948
Marilyn Warren

448 Cumberland Place

Nashville, ¥N 37215

Phone: 615-665-2285

Email: SWIRMHW @comcast.net

[Signature Page to Agreement and Plan of Merger)
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Edward Blumenstock

Nurnber of Preferred B Shares: 51,948
Edward Blumenstock

75 El Camino Reul

Berkeley, CA 94705-2423

Phone: 510-825-1700

Email; edblumenstock@gmail.com

|Signature Page to Agreement and Plan of Merger]
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Allen ¥, Wise

Number of Preferred B Shares: 311,688
Allen Wise

Coventry Healthoare Corporation

6705 Rockledze Drive, Suite 900
Bethosda, Maryland 20817

Phone; 301-581-5464

Bmail: allenwizel@hotmail.com
Bmajl2: mashepherd@cvty.com

(Signatute Page to Agreement and Plan of Merger]
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PREFERRED B-1 STOCKHOLDERS:
THIRD mgiENDED AUSTIN/SMALLFY

LIVING 7

By:

Number of Preferred B-1 Shares: 275,000
Attn: Jacqui Smalley

5920 Ross St.

QOakland, CA 94618

Phone: 510-817-1006

Email; Jacqui@bccranch.com

{Signature Page to Agreement and Plan of Merger)
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LAWRENCE X, ANy DULCTE KUGELMAN
LIVING TRUST DA’1

By:

Noafie: Lawrence N. Kugelman
Titler Trustee

Number of Preferred B-1 Shares: 100,000
Attn: Larry N. Kugelman Sr,

24 Venezia

Newport Coast, CA' 92657

Phone: 949-497-0149

Email: Inkdsk@aol.com

[Signature Page to Agreement and Plan of Merger]
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Stryker Warren

Number of Preferred B-1 Shares: 25,000
Stryker Warren

Urologix Ine.

14405 21st Avenue North, Suite 110
Minoneapolis, MN 55447-2000

Phone; 615-948-671Q

Email: SWarren@Urologix.com

(Signature Page to Agreement and Plan of Mergex]
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Mazxilyp Warren

Number of Preferred B-1 Shares: 25,000

Marlvn Warren



PREFERRED C STOCKHOLDLRS:

THREE ARCH-CAPITA r.,‘ Lip.

L.L.C., its General Partner

y: TAC Manageim@nt;

me 4T (/fTU:D BECEL
T1t1/

——

Number of Preferred C Shares: 520,396
Three Arch Partners

3200 Alpine Road

Portola Valley, CA 94028

Attn: Wilfred Jaeger

Email: w1lfrcd@thrccarchpartncrs com

TAZASSOCIATES, L
M, L.L.C., its General Partner

Number of Preferred C Shares: 24,602
Three Arch Partners

3200 Alpine Road

Portola Valley, CA 94028

Attn: Wilfred Jaeger

Email: wilfred@threcarchpartners.com

[Signaturc Page to Agreement and Plan of Merger]
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THREE ARCH PARTNERS 11, L.P.
By Three Arch Managgment If, L.L.C.,

By:
Na
Title: : / o

Number of Preferred C Shares: 558,971
Three Arch Partners

3200 Alpine Road

Portola Valley, CA 94028

Attn; Wilfred Jaeger

Email: wilfred@threcarchpartners.com

THREE ARCH PARTMERS-P/A,L.P.
By: Tﬂrge«;\féﬂtfanagemen TL.L.C,its
General Pariner

[ (¢
Name: \ /~TIUAED-IJHCGEIL.
Title: ___MAM 613506'1\62?/21&&{?.___

Number of Preferred C Shares: 355,483
Three Arch Partners

3200 Alpine Road

Portola Valley, CA 94028

Attn: Wilfred Jacger

Email: wilfred@threearchpartners.com

[Signature Page to Agreement and Plan of Merger]



(RCH ASSOTYATES IV, L.P.
Three Arch Magdgement IV, L.L.C., its
¢neral Parlper

By:
Name:
Title:

Number of Preferred C Shares: 7,849
Three Arch Partners

3200 Alpine Road

Porlola Valley, CA 94028

Atn: Wilfred Jaeger

Email: willred@threearchpartners.com

Signature Page to Agreement and Plan of Merger
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LAWRENCE N, AND DULCIBKUGELMAN
LIVING TRUST DATE Mty
By: |

_ Nagé: Lawrenbe N, Kugelman ¥
Tile:  Trustee

Number of Preferred C Shares: 24,442
Attm: Larry N, Kugetman Sr.

24 Venczia

Newport Coast, CA 92657

Phone: 949-497-0149

Email: Inkdak@aol.com

[Signature Page to Agreement and Plan of Merger]
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y(lcxandcr Kugelman

Number of Preferred C Shares: 3,500
Alexander Kugelman
c/o Larry N. Kugelman Sr.
24 Venezia
"Newport Coast, CA 92657
Phone: 949-497-0149
Email: Inkdak@aol.com

{Signature Page to Agreement and Plan of Merger]



MORGAN STANLEY DEAN WITTER VENTURE
PARTNI Rg// . l‘ £y - ;
~—
{a/f’(, /( ~ /e~

Name: Melissa M. Danicls
Title:  Managing Member

Number of Preferred C Shares: 483.945

Melissa Daniels

Morgan Stanley Dean Witter

2725 Sand Hill Road, Suite 130

Menlo Park, CA 94025

Phone: 650-234-5738

Email: Melissa. Daniels@morgansianiey.com

MORGAN STANLEY DEAN WITTER VENTURF

INVESTORS IV, L.P. ()
By: "f////( SEA_ //7)?/( N
Qame: Melissa M. D.nm\s
Title:  Managing Member '

Number of Preferved C Shares: 56,146

Melissa Daniels

Morgan Stantey Dean Witter

2725 Sand Hill Road, Suite 130

Menlo Park, CA 94025

Phone: 650-234-5738

Ewmail: Melissa. Daniels@morgansianley.com

Signature Page to Agreement and Plan of Merger
213 2 g B



MORGAN STANLEY DEAN WITTER VENTURE

OFFSHOR /Vlzs;f_rous IV, LP >
FUL Y % % ‘
By: %V,Z,AA’ L& . S I

Nome: Melissa M. Daniels

Tile:  Manpaging Member

Number of Preferred C Shares: 18,881

Melissa Daniels

Morgan Stanley Dean Witter

2725 Sand Hill Road, Suite 130

Menlo Park, CA 94025

Phone: 650-234-5738

Email: Melissa. Daniels@morganstaniey.com

MORGAN STANLEY VENTURE PARTNERS 2002
lece Ty
By: 7 @ d»/—r/é(/ . (& =
d

Mame: Mclissa M. Danicls
Title:  Managing Member

Number of Preferred C Shares: 430,078

Melissa Danicls

Morgan Stanley Dean Witer

2725 Sancl Hill Road, Suite 130

Menlo Park, CA 94025

Phone: 650-234-5738

Email: Melissa. Daniels@morganstanley.com

[Signature Page to Agreement and Plan of Merger]



MORUAN STANLEY VENTURE INVESTORS

A
Lo Lo

2002 FUND, % . _

By: J/&M&\g ' Z :
Name: Melissa M. Daniel§ /
Title:  Managing Member

Nuinber of Preferred C Shares: 128,893

Melissa Daniels

Morgan Stanley Dean Witter

2725 Sand Hill Road, Suite 130

Menlo Park. CA 94025

Phone: 650-234-5738

Email; Melissa.Daniels@morganstanley.com

[Signature Page to Agreement and Plan of Merger|



Exhibit A
Stockholder List

See attached.
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Exhibit A
Arcadian Managoment Servlces, Inc.
Sharcholder List
Asof 815201

Curront Shares —i
Bharatiolder Narw Proiecied  Praterrsd  Prafarcsd  Praforred Shares Proportionaie | Pro Rate
Seew A Scries B Sorlos Bt Series G Common o8 Oplians/Warranty ! Yo Shars
12[1522a5 Canada Inc. Power Covpofainn ol Cavuda 14027 F45T7 T
$7|Aubas Sabhan 10,779 20.779 w719
2|Arazia Manageniey L P, 53,660 51,630 53080
6| Rluxanier kugetmai 11,500 3.5 15,000 - 15.000
87{Aleanaer Zimmenasy 19.974 19.07a . 150
72{Alce Sykos 10000 10,200 . 12,260
75l Alien Wisn IENEt) IL6ss s11688
s|Ainborbroos 1l 4.LC 1677 4L 4677
6| Anberbroox V. LLC 9354 9354 9,354
135[Amy lohnsan - 1000
137[Auna Huggns 0
21janvest, LR, 1035
132{Asaki Ryagatshing 3.000
113[Boach Roin Disirassed Masiar Funa. L» 5.509
64[Bob Chrs ol 148
88[Bract Luka 1488
104[Biian Smvn m
311C. Sage Givens Revoralie Trusi OTO 121504 12590
127[Caralyn Mathews 1500
33|Cnanies €. Pail 7500
64|Chaso S. Mibracch 130,000 20,000
43{Charyl berkns . WA o 115300 -
9/|Crestec Biown 200
7¢{Crisiing Lopea-Polland S0
85{Crosiny Wiamsun 2383
17{Cantis Toary
105 [0in Dyer 15,083
#5|0ava Loniok 125,000

118[David Burar

20{Davat L. Anderson Lussice. Yhe Anderson Ly Tuast 3050
32{Uavd S Homs 1250
128(0ug Crspet s.000
49|Ncugtas Nelsan A1 O 4038 .
s2]Edward Blurensicoh $1.99B
68|Eowin Eioco 2000 .
34Elsg Hoor 1280 1250
125{€rzanatn Wou st : 1.1
§{Ewng Manon Kaullman Foundarion 18.708 18.708
3|rioe Equity Pamars il Lp 4508 1508
a[leat Giwtn Aosonrcos, kg 19.878 19.878
75[Fieu Fauvee, M.D. 4.706 4706 -
83{Frecterich Mannuogar. M.D. 4.00a 4,000
72{Garison Rios 25,000 25,000 198,900
79 Gary Herzborg 16,354
89|Gary Intacsimone 625
0] Genstar Investmen LLC 79
2[Geoge Leonsrd Banr. i, Tinswe, Baker Revocatke Trusi UAD 430343 3950
63{Gowon Clawsors, M.0. 4705
131HarbouVas) Pansiers Vit Vonsuie Fund., LP, 22,308
120} Heidi Subvan . 25,000
124[Helone Jo - 15,000
10} sames Anderson 5.000 5,000 -
291Jamas C. Gaither, Trisie The Gailtwn Ruvecatla Trisl oot 62900 164 164
55)Jamas Carneliel 16,000 16,000
92 Janelle Kidalis-Johnson 1000 1,000 -
1290 Jeif Saniana - 5.000
63 Joney McManus 108,705 104,706 20,500
9aiennier Seuh 6,000 6.000 -
123 Jim Nevaro . 10000
100 Joan fotmen 1000 1000 2500
118} jorn wats . 53.000
TIRSL Fmdy 1€ 12,500 17,500 1500
138{Fely Loncaoiu . 500
S3ften Znmaman s 434176 7,150
49jKenein Bryan 718 7188 .
81[F ernaih Hanensien. 14D, 4306 106 .
aty . 7.900
3,000 1.000 .
1250 150
5879 5,875
12,604 12,608 1336 01533,

' 84152011



Exhibit A

Current Shares

Sharchotder Name Prefeiied  Pielotred sired  Profarrad Praportionsie [ Pra Rala
SeripsA___Serles 8 Socdes 8.l SeriesC __ Comman 3 OptionsWarrants 1 Toml
E[Cawieice O Rigeiman 11563 3506 18,000 B 18760
44]Lawrence N. ang Ducis Kugeiman Living Trust Oalou May 1528 106870 100090 20402 11508 152820 3,452 196,312
92iLes Branow 06 250,000 150.706
102{Lisa Henry 417 3% 2,583 3,000
StlMantye Warren 51,943 25000 76,548 76.948
114[Mag 90 Segregalsd Parioko u} LMA SPT B . 4391 4381
103{Mark Lop=z ERETY 1438 - 118
11|Massachusatts Inslula ut Technology Refiamant Plan 14031 14091 14031
133)Mait Orlandio . 2,500 2
67)Max Royienberg 6987 6,987 -
105} Malanie School 827 677 ‘;q
131|Mshir shan . 4007 audi.
B6{Mias Wikismson 239 135 . 9 l’"{‘?}
73[Mindy Cooper-Srith, M.D. 4106 4,706 coaren
107[Morgan Sianky & Co. . 54487 g 38si,
58(Morgan Stanley Duan Witie: Veanwe Invesiors Iv. L.P. s6.145 56,146 ¢
60{Morgan Sianiey Dean Witer Vonjure Clishare Invaslors IV, LI 18881 18.38) ° 35_5*:-
58|Moigan Stanisy Dean Waier Veniure Fartnors IV, LD, 483945 481,945 1560 91609%
62|Morgan Siantey Veniure invesiors 2002 Fund, L. 128 893 128,893 24265%
€1[Morgan Slaniey Voniuie Paitasrs 2002 Funy, L.P, 41078 430,078 1.500 £ “d:~
&6{Nancy Freernan 190.000 300,000 .
7{Nassau Capila) (unas. | F 6352 3,352
116{Paich Ross . 108,71
aalPawFetion 28000 25,000 .
Paut M. Wythes, Teusiee 01 The Wythes Living Trusi (140 7:2 1047 1020 1,620
P au icteca . 500
Paarson Huary 31169 31169 .
P oter Gob 2.0% 2 .
Post Levurigua Loan Masiee P, Li2 R 5503
Post Swalegic Masler Fum, LB 14266
Posi Tota Rewin Master Fund, LP . 7737
Prudance Kua . 15.000
Ray Blaylock ‘500
Hobder Fahiman B
[Ragur Faylor . 25,000
Rotandt Ho 18,0w 18.000 60.000
Ronakt L Porkins anc C. B, Twsloes Unier Deciaraion ol 1iust Uated Augusi 4, 1959 a0 150
0] Roy Dickerson 7500 7,500 7,000
23{Saunaers Hokdings, L.P. 1095 1088
82|Scon Davis, U.D. 4,106 4,706
91[Sharen AN 1,506 1.5c0
18|SHY 06.30-03 Ligquidabng Pannership 18,264 18.294
140 Silvana Agostnio . 500
48Siryker Wacten $1.9a3 25,000 76.948 .
$4(Susy Kraiskou 12,006 12,000 .
36|TAC Associaies. L.P. 24602 20601 s42
411TAC Managoment LLC . ot
136 Tamenia Ching . 1006 000
130! Tammy Jurkats , 4500 ppes
28|Tanch Cox, Trusiee, The CoroiOius Revocabie 16ust U A'D 4:23:98 1192 179 1292
a7fiey Hanshorn 172,500 27550 17500
14} Texas Chiniskan Universicy 1wam 14031 6o
15 The James trviny Foundation 23385 20388 2385
106{The Opportunay Fund, LLC - 7955 7.95%
27{The Wymnes ‘93 Grandciikirens Tesi. J Vellel, P Yiyths, Jr, and U Withes Knolh Trusive, 3 3
[Thya Amanden AusivSmalioy Living Trust Duted hirch 4. 2004 218,187 275.0m 11108 160825 . 1,604,265
29| Thiew Arch Associates IV, L1 7319 7809 173 8.011
38}hies Arcn Capilai, L.P. 526,356 $30.3% 1iase EtyLey
40| Three Arch Managamar It . 7.522 2502 00754%
42} 1hree Aich Managemeni v, LLC . 2,991 2,991 00316%
37{Threa Arcn Parkoers ih, LP. 155,000 558971 anan s13.90 96481%
28 1tven Arch Painass IV, LP. 355.433 355,483 7.8 38309 J8352%
19[1OW Partnets 2848 2848 2.648 0630t%
$0|Tretis Vaniros 69071 69.071 . 69,871 07376%
Talvrato Mascso 12000 12000 5,000 17,000 01795%
1 12|Vitgiua Releenment Syslem . 8,445 Bass 00852%
*6(wellesty Cotg 21,085 23,385 23,388 0 2469%
tiam H. Younges. Jt. Tnistee. The Yornger Living Trust UAD 1720795 3322 31 332 00351%
nxi Alirn. Hesearch Fouaason 14,031 14031 14,031 Q14g1%
Total 715,000 891.80¢ i 450,000 ( 269354+ l 3usady ]|  7H00S3) 1,672,450 9.471.044 | 1o ougon | 10 vogat.
™ 5% L N X5 3105 LIREY (AR T000%
1 Opilons Warianis 101als 355UM0 2 Nel execcise —
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Exhibit B

Escrow Agreement

See attached.
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ESCROW AGREEMENT

This Escrow Agreement (this “Agreement”), dated as of
(the “Effective Datc™), is by and among Humana Inc., a Delaware corporation (“Parent”),
Melissa Danicls and Roger Taylor, in their capacity as the joint Stockholder Representative (the
“Stockholder Representative”) and American Stock Transfer & Trust Company, LLC, as escrow
agent (the “Escrow Agent”). Parent and the Stockholder Representative are sometimes referred
to herein each as an “Escrow Party' and, collectively, as the “Escrow Parties.”

RECITALS

A. WHEREAS, Arcadian Management Services, Inc., a Delaware corporation (the
“Company™), certain stockholders of the Company (the “Stockholder Parties™), Parent, Humsol,
Inc., a Delaware corporation and a wholly-owned subsidiary of Parent, have entered into that
certain Agreement and Plan of Merger, dated as of August __, 2011 (the “Merger Agrcement”).

B. WHEREAS, the Merger Agreement contemplates that certain funds be placed
into an interest bearing escrow account to secure certain obligations of the Stockholder Parties
under the Merger Agreement.

C WHEREAS, (he Stockholder Representative is acting on behalf of the
Stockholder Parties under this Agrcement in his capacity as representative of the Stockholder
Parties.

AGREEMENT

NOW, THEREFORE, in consideration of the premises and agreements of the partics
contained in this Agreement, and for other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the parties agree as follows:

1. Appointment of Agent. The Escrow Parties hercby appoint the Escrow Agent as their
agent to hold in escrow, and to administer the disposition of, the Escrow Funds (as defined
hereinafter) in accordance with the terms of this Agreement, and the Escrow Agent accepts such
appointment.

2 Establishment of the Escrow Account.

(a) Escrow Account. Upon the execution of this Agreement, Parent will deposit with
the Escrow Agent, and the Escrow Agent hereby agrees to uaccept in its capacity as such,
$25,500,000 (the “Escrow Amount”) (such amount and all additional amounts now or hereafter
deposited with the Escrow Agent, together with all interest, dividends, and other income eamed,
shall be referred to as the “Escrow Funds™). The Escrow Funds wili be held in an account
established by the Escrow Agent.

(b)  The Escrow Agent shall promptly upon request acknowledge to the Escrow
Parties or any of them receipt of any funds so deposited, and the Escrow Agent shall provide the
account information for the account to the Escrow Parties. The Escrow Funds shall be held to
secure the obligations of the Stockholder Parties described in the Merger Agreement.

(c) No party fereto shall have the ability to pledge, convey, hypothecate or grant a-
security interest in any portion of the Escrow Funds unless and until such portion of the Escrow

wirl-WEST:1SWC1w03837607 3 -1-



Funds have been disbursed to such person in accordance with the provisions of this Agreement.
Accordingly, no party hereto shall have any right to have or to hold any of the Escrow Funds as
collateral for any obligation and shall not be able to obtain a security interest in any asscts
(tangible or intangible) contained in or relating to any of the Escrow Funds.

3. TIN Centification. Prior to exccution of this Agreement, Parent shall provide, and the
Stockholder Representative shail provide, to the Escrow Agent a completed IRS Form W-9, and
every individual executing this Agreement on his or her own behalf or on behalf of an Escrow
Party shalt provide to the Escrow Agent a copy of a driver’s license, passport, or other form of
photo identification acceptable to the Escrow Agent. In addition, each Escrow Party shall
provide the Escrow Agent with any other information reasonably requested by the Escrow Agent
in conncction with any required reporting to any taxing authority.

4, Investment ot the Escrow Fund.

(a) Upon written directions from the Stockholder Representative, the Escrow Agent
shall invest or reinvest the Escrow Funds, without distinction between principal and income, in
the following: onc or more short-term market instruments including but not limited to marketable
obligations issued or guaranteed by the U.S. Government, its agencies or instrumentalities or
money market {funds subject to the requircments of the Investment Company Act of 1940, as
amended, invested in any onc or more of the aforemcntioned types of instruments. Any
transaction fee for each purchase, sale, or redemption of securities in the escrow accounts that
the Stockholder Representative dirccts the Escrow Agent to make shall be deducted from the
Escrow Funds. In the event that the Escrow Agent does not receive written instructions trom the
Stockholder Representative, the Escrow Agent shall deposit the Escrow Funds in the Wells
Fargo Advantage Government Money Market Fund (#743) at the Escrow Agent. The parties
hereto acknowledpe and agree that Escrow Agent will not provide supervision, recommendations
or advice relating to either the investment of moneys held in the Escrow Funds or the purchase,
sale, retention or other disposition of any investment(s) described herein. All investment
carnings shall become part of the Escrow Funds and investment losses shall be charged against
the Escrow Funds. The Escrow Agent shall have no liability for any loss, cost or penalty arising
from or related to any such investment other than in accordance with Section 7 of this
Agreement.

(by  The partics hereto agree that, for tax reporting purposes, all dividends, interest on
or other income (“Earnings”), if any, atributable to the Escrow Funds, eamed in any tax year,
which tax year in any tax year shall be the period from January 1-December 31 (each period, a
"Tax Year") shall (A) to the extent such income is distributed by the Escrow Agent to any person
or entity pursuant to the terms of this Escrow Agreement during such Tax Year, be reported as
allocated 1o such person or entity and (B) otherwise shall be reposted as aliocated 1o Parent.
Unless otherwise required by law, the parties agree to file all tax returns on a basis consistent
with the foregoing reporting. The Escrow Agent annually shall prepare such filings and/oc
reporsts as are required consistent with the foregoing treatnent of the Escrow Funds. The Escrow
Agent shall, at each of the limes specified In the last sentence of this Scction 4(b), distribute to
Parent out of the Escrow Funds, an amount (hereinafter referred to as a “Parent Tax
Distribution”), which amount shall not be greater than the remaining amount of Escrow Funds at
the time of such Parent Tax Distribution, such that the cumulative aggregate amount of Parent
Tax Distributions so made is equal to the product, calculated as of the end of the most recent
calendar quarter, of thirty-nine and one-half percent (39.5%) multiplied by the amount of
Earnings, if any, attributable to the Escrow Funds znd includible in income of Parent pursuant to
this Section 4(b). The Escrow Agent shall make Parent Tax Distributions not later than the tenth

WO2-WEST:ISWC V038376017 .3 2-



day ot April, June, September and December (or, if such day is not a Business Day. then the aext
Business Day thereafter), and the Escrow Agent shall make Parent Tax Distributions to Parent
unmediately prior to any disbursement of any portion of the Escrow Amount to the Stockholder
Representative.  Unless directed otherwise, the Escrow Agent shall pay such ‘Parent Tax
Distributions to Parent using the wiring instructions on Exhibit C (the “Parent’s Account™). Ior
purposes of this Agreement, “Business Day” shall mean any day other than a Saturday, Sunday
or any other day on which the Escrow Agent located at the notice address set forth above is
authorized or required by law or executive order to remain closed.

5. Distribution of the Escrow Funds. The Escrow Agent shall hold the Escrow Funds until it
releases the Escrow Funds as provided in this Section 5, as follows:

(a) Notwithstanding anything to the contrary herein, if the Escrow Agent receives a
written notice to the Escrow Agent which is jointly executed by Parent and the Stockholder
Representative (“Written Direction™) for the disbursement of funds from the Escrow Funds, the
Escrow Agent shall promptly disburse all or any portion of the Escrow Funds in accordance with
such Wnitten Direction.

(b) If (i) the Escrow Agent receives a written notice of a claim for Escrow Funds
delivered by Parent to the Escrow Agent and a copy is delivered by Parent concurrently to the
Stockholder Representative via the same delivery method prior to the 36 Month Payment Date
for indemnification pursuant to the Merger Agreement (an “Escrow Claim") and (ii) prior to 5:00
p.m. Pacific Time on the tenth (10™) Business Day after the Escrow Agent's receipt of the
Escrow Claim from Parent (the “Objection Period”), the Escrow Agent shall not have received
tfrom the Stockholder Representative a written staternent disputing all or any part of such Escrow
Claim (an “Objection Notice™), then the Escrow Agent shall within three (3) Business Days
deliver to Parent (to Parent’s Account unless Parent directs otherwise in writing) that portion ot
the Escrow Fund as may be then available and as may be necessary to pay for such Escrow
Claim in full; provided, that the Escrow Agent shall notify the Stockholder Representative via
cmail and facsimile that the Escrow Agent has received an Escrow Claim within two (2)
Business Days following receipt of such Escrow Claim. For the avoidance of doubt, to be an
cffective Escrow Claim, Parent must deliver written notice of the claim for Escrow Funds to the
Stockholder Representative on the same date and by the same delivery method as delivered to
the Escrow Agent. If the Stockholder Represcntatives delivers an Objection Notice to the
Escrow Agent (with a copy to Parent) during the Objection Period, then the portion of such
Escrow Claim in dispute shall continue to be held by the Escrow Agent until such dispute is
resolved and such portion is released in accordance with Section 5(g) of this Agreement.

() On the Post-Closing Adjustment Payment Datc (as defined below), the Escrow
Agent shall release to the Stockholders (in proportion to each Stockholder’s Proportionate Share
(as set forth on Exhibit A hereto), unicss otherwise directed by the Stockholder Representative)
an amount equal to (A) $3,500,000, plus (B)any Eamings, minus (C)any Parent Tax
Distribution, minus (D) any amounts previously deducted from the Escrow Funds to cover
Escrow Claims, minus (E) the amount of any then-outstanding Escrow Claims made by Parent;
provided, that (1) no amounts shall be added pursuant 1o clausc (B) above to the extent already
added to any distribution to the Stockholders pursuant to Sections 5(d); 3(e) or 5(f) and (i) no
amounts shall be deducted pursuant to clauses (C), (D) or (E) above to the extent that such
amounts previously reduced the positive amount of any distribution to the Stockholders pursuant
to Sections 3(d), S5(e) or 5(f). If the deductions contemplated by the foregoing clauses (C)
through (E) yield a negative number, then the Escrow Agent shall not make any distribution on
the Post-Closing Adjustment Payment Date. The “Post-Closing_Adjusiment Payment Date”
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means the later of the date that is: (X) two DBusiness Days following (I) delivery by the
Stockholder Representative to the Escrow Agent of a notice (delivered concurrently to Pasent)
stating 1n good faith that the Closing Value as defined in the Merger Agreement has been finally
determined in accordance therewith, provided that (I1I) within 10 days following such notice,
Parent does not deliver to the Escrow Agent a notice (delivered concurrenty to Stockholder
Representative) that Parent disagrees in good fath that the Closing Value has been finally
determined in accordance with the Merger Agreement, and (Y) the date that is the fifteen (15)
month anniversary of the Effective Date.

(d) On the date that is eighteen (18) months after the Effective Date (the “18 Month
Payment Date™), the Escrow Agent shall distribute to the Stockholders (in proportion to each
Stockholder’s Proportionate Share, unless otherwise directed in writing by the Stockholder
Representative) an amount cqual to (A) $9,500,000, plus (B) any Earnings, minus (C) any Parent
Tax Distribution minus (D) amounts, if any, previously deducted from the Escrow Funds to
cover Escrow Claims, minus (E) the amount, if any, of any then-outstanding Escrow Claims by
Parent; provided, that (x) no amounts shall be added pursuant to clause (B) above to the extent
already added to any distribution to the Stockholders pursuant to Section 5(c) and (y) no amounts
shall be deducted pursuant to clauses (C), (D) or (E) above to the extent that such amounts
previously reduced the positive amount of any distribution to the Stockholders pursuant to

Section 3(c).

(e} On the date that is twenty-four (24) months after the Effective Date (the "24
Month Payment Date™), the Escrow Agent shall distribute 1o the Stockholders (in proportion to
each Stockholder’s Proportionate Share, unless otherwise directed in writing by the Stockholder
Representative) an amount equal to (A) $9,500,000, plus (B) any Eamings, minus (C) any Parcnt
Tax Distribution minus (D) amounts, if any, previously deducted from the Escrow Funds to
cover Escrow Claims, minus (E) the amount, if any, of any then-outstanding Escrow Claims by
Purent; provided, that (x) no amounts shall be added pursuant to clause (B) above to the extent
already added to any distrbution to the Stockholders pursuant to Sections 5(c) or 5(d) and (y) no
amounts shall be deducted pursuant to clauses (C), (D) or (E) above to the extent that such
amounts previously reduced the positive amount of any distribution to the Stockholders pursuant

to Section 5(c) or 5(d).

(3 On the date that is thirty-six (36) months after the Effective Date (the 36 Month
Payment Date” and together with the Post-Closing Adjustment Payment Date, the 18 Month
Payment Date and the 24 Month Payment Date, the “Escrow Payment Dates” and each, an
“Escrow Payment Datc™), the Escrow Agent shall distribute to the Stockholders (in proportion to
each Stockholder’s Proportionate Share, unless otherwise directed in writing by the Stockholder
Representative) an amount equal to the then-remaining balance of the Escrow Funds, minus
(A) the amount, if any, of any then-outstanding Escrow Claims made in good faith by Parent
and, if (and only if) the Post-Closing Adjustment Date has not yet occurred, minus
(B) $3,500,000. ‘

(g) To the extent that any portion of the Escrow Funds is not released at any of the
Escrow Payment Dates because it is subject to Escrow Claims pending at such Escrow Payment
Date, such remaining Escrow Funds shall be disbursed by the Escrow Agent only pursuant to a
Written Direction or a Final Order (as applicable), in each case, in accordance with the
instructions spccified therein. Upon final resolution of any pending Escrow Claim in accordance
with this Section 5, Parent and the Stockholder Representative shall promptly deliver a Written
Direction or Final Order, as applicable, to the Escrow Agent, and upon receipt of such Written
Direction or Final Order, the Escrow Agent shall promptly release that portion of the Escrow
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Funds reserved tor payment of such Escrow Claim to the parties specified in such Written
Direction or Final Order. [Following the occurrence of all Escrow Payment Dates and the final
resolution of all Escrow Claims in accordance with this Section 3, the Escrow Agent shall
release the balance of the Escrow Fund, if any, to such parties as are directed by the Stockholder
Representative.

(h) The Escrow Agent shall not pay out any portion of the Escrow Funds with respect
to the matter(s) covered by an Escrow Claim until otherwise notified in a Written Direction or
pursuant to a Final Order.

{1 Notwithstanding anything to the contrary in this Agreement:

(1) if at any ume the Escrow Agent receives either an order of a court of
compelent junisdiction or an order of an arbutrator (each, a “Final Order”) (with copies to the
Stockholder Representative and Parent), which resolves any portion of an Escrow Claim in favor
of Parcnt, then the Escrow Agent shall, no sooner than five (5} Business Days thereafter and no
later than ten ((0) Business Days thereafter, deliver to Parent, by wire transfer of immediately
available funds, all or any portion, as the case may be, of the Escrow Funds in compliance with
such Final Order;

(1) if at any time the Escrow Agent receives a Final Order (with copies to the
Stockholder Representative and Parent) which resolves any portion of an Escrow Claim in favor
of the Stockholder Representative or any Stockholder Party, then, five (5) Business Days
thereafter, such portion of the Escrow Claim shall no longer be deemed pending and (A) if the
arount which was reserved for payment of that portion of the Escrow Claim would have been
released to the Stockholders (or at the direction of the Stockholder Representative) pursuant to
any of Sections 5(c}, 3(d), 5{e) or 3(f) but for the pendency of such Escrow Claim, then the
Escrow Agent shall, no sooner than five (5) Business Days after receipt ot such Final Order and
no later than ten (10) Business Days thereafter, deliver to such parties, as directed by the
Stockholder Representative, by wire transfer of immediately available funds, an amount equal 1o
the amount reserved for payment of that portion of the Escrow Claim; and (B) if the amount
which was reserved for payment of that portion of the Escrow Claim would not have been
released to the Stockholders {or at the direction of the Stockholders Representative) pursuant to
any of Scctions 5(c), 5(d), 5(e) or 3(f) but for the pendency of such Escrow Claim, then such
amount shall remain in the Escrow Fund and shall be eligible for release in accordance with

Sections 5(c), 5(d), 5(e) or 5(f) (as applicable}; and

(i)  upon the delivery of all of the Escrow Funds as provided in this Section 5;
the Escrow Agent shall thereupon be released and discharged from any and all further
obligations arising in connection with this Agreement.

§)) The Escrow Parties acknowledge and agree that the Escrow Agent shall be
entitled absolutely to rely and act upon any such Final Order received, upon the expiry of tive (5)
Business Days of the Escrow Agent’s receipt thereof (provided that the party against whom the
Final Order operates has also been provided with a copy of such Final Order by a cour,
arbitrator, Parent, the Stockholder Representative or otherwise), unless within such five (5)
Business Day period a court with applicable jurisdiction orders the Escrow Agent not to so rely
and act.

6. Fees, Costs and Expenses. Except as specifically set forth in Section 4: (a) Parent shall
pay all activity charges as per the current fee schedule, which is attached hereto as Exhibit B, and
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(b) Parent shall be responsible to the Escrow Agent for and bear the reimbursement of the
Escrow Agent upon demand for all expenses, disbursements, and advances incurred of made by
the Escrow Agent in connection with this Agreement. If any fees, expenses, or costs incurred
by. or any obligations owed to, the Escrow Agent hereunder are not promptly paid when due,
then the Escrow Agent may reimburse itself therefor from the Escrow Funds; provided. however,
that the Escrow Agent shall give prompt notice thereof to the Escrow Parties prior to such
reimbursement.

7. Responsibilities and Liability ot the Escrow Agent.

(a) Duties Limited. The duties, responsibilities and obligations of the Escrow Agent
shall be limited to those expressly set forth herein and no dutics, responsibilities, or obligations
shall be inferred or implied. The Escrow Agent shall (i) safeguard and treat the Escrow Funds as
a trust fund in accordance with the provisions of this Agreement for the benefit of the Escrow
Parties, and (ji) hold and dispose of the Escrow Funds only in accordance with the provisions of
this Agreement. The Escrow Agent shall not be subject to, or required to comply with, any other
agreement between or among any or all of the Escrow Parties or to which any Escrow Party is a
party, even though reference thereto may be made herein, or to comply with any direction or
instruction (other than those delivered in accordance with this Agreement) from any Escrow
Party or any entity acting on its behalf.

(b) Limitations on Liability of the Escrow Agent.

() The Escrow Agent shall not be liable for any action taken or omitted or for
any loss or injury resulting from its actions or its performance or lack of performance of its
duties hereunder in the absence of fraud. gross negligence or willful misconduct on its part. In
no cvent shall the Escrow Agent be liable (1) for acting in accordance with or relying upon any
instruction (including any Written Direction), notice, demand, order (including any Final Order),
Judgment, opinion, statement, certificate or document from any Escrow Party or any entity acting
on behalf of any Escrow Party in accordance with this Agreement, or (2) for any incidental,
indirect, consequential, punitive or special damages of any kind whatsoever (including lost
profits), even if Escrow Agent-has been advised of the likelihood of such loss or damage and
regardless of the form of action.

(1)  The Escrow Agent may consult with legal counsel and shall not incur any
liability and shall be fully indemnificd from any liability whatsoever in acting in good faith in
accordance with any advice from legal counsel.

(iii)  Notwithstanding anything to the contrary hercunder, Escrow Agent shall
not be liable for any delay, failure to perform, or other act or non-act resulting from acts beyond
its reasonable control, including but not fimited to any act or provision of any present or future
law or regulation or governmental authority, acts of God, the unavailability of the Federal
Reserve Bank wirc or telex or other wire or communication facility, terrorism, shortage of
supply, labor ditficulties (including strikes), war, civil unrest, fire, floods, electrical outages,
equipment or ransmission failures, internet interruption, vendor failures (including information
technology providers), and other similar causes. '

{iv)  Without limiting the Escrow Agent’s obligation to comply with a Final
Order as provided herein, if at any time the Escrow Agent is served with any judicial or
administrative order, judgment, decree, writ or other form of judicial or administrative process
which in any way atfects the Escrow Funds (including but not limited to orders of attachment or
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garnishment or other forms of levies or injunctions or stays relating to the transter of the Escrow
Funds). then the Escrow Agent is authorized to comply therewith in any manner as it or its legal
counsel of its own choosing deems appropriate, without determination by Escrow Agent or its
legal counsel of such court or administrative agency’s jurisdiction in the matter; and if the
Escrow Agent complies with any such judicial or administrative order, judgment, decree, writ or,
other form of judicial or administrative process, then the Escrow Agent shall not be liable to any
of the parties hereto or to any other person or entity even though such order, judgment, decree.
writ or process may be subsequently modified or vacated or otherwise determinced to have been
without legal force or effect.

{v) In the event of any ambiguity or uncertainty hereunder or in any notice,
instruction or other communication received by the Escrow Agent hereunder, the Escrow Agent
may. in its sole discretion, upon providing written notice to the Escrow Parties, refrain from
taking any action other than retaining possession of the Escrow Funds, unless the Escrow Agent
receives joint written instructions, signed by Parent and the Stockholder Representative, which
eliminates such ambiguity or uncertainty.

(vi)  In the event of any dispute between or contlicting claims by or among the
Escrow Parties and any other person or entity with respect to any Escrow Funds, the Escrow
Agent shall be entitled, in its sole discretion, to refuse to comply with any and all claims,
demands or instructions with respect to such Escrow Funds so long as such dispute or conflict
shall continue, and the Escrow Agent shall not be or become liable in any way to the Escrow
Parties for failure or refusal to comply with such conflicting claims, demands or instructions.
The Escrow Agent shall be entitled to refuse to act until, in its sole discretion, cither (1) such
contlicting or adverse claims or demands shall have been determined by a final order, judgment
or decree of a court of competent jurisdiction, which order, judgment or decree is not subject to
appeal, or settled by agreement between the conflicting parties as evidenced in a writing
satisfactory to the Escrow Agent, or (2) the Escrow Agent shall have received security or an
indemnity satisfactory to it sufficient to hold it harmless from and against any and all Losses (as
defined below) which it may incur by reason of so acting. The Escrow Parties authorize the
Escrow Agent, if the Escrow Agent is threatened with litigation or is sued, to commence an
interpleader action or scek other judicial relief or orders as it may deem, in its sole discretion,
necessary.

(c) Indemnification of the Escrow Agent. As between Stockholder’s Representative
and Parent, indemnity of the Escrow Agent shall be split equally, but as between any Escrow
Party and the Escrow Agent, the Stockholder Representative and Parent shall jointly and
severally indemnify and hold harmiess the Escrow Agent against any and all actions, claims,
losses, damages, liabilities, costs and expenses (including reasonable attomeys’ fees and
cxpenses) (collectively, “Losses™) incurred by or asserted against the Escrow Agent from and
after the date hereof, arising from any claim, demand, suit, action or proceeding in conncction
with the performance by the Escrow Agent of this Agreement or any transactions contemplated
hercby: provided, however, that the Escrow Agent shall not have the right to be indemnified
hereunder for any liability finally determined by a court of competent jurisdiction, subject to no
further appeal, to the extent such liability arosc from. related to or was in connection with the
willful misconduct, bad faith or gross negligence of the Escrow Agent.

(d) Taxes: Reporting. The Escrow Agent does not have any interest in the Escrow
Funds deposited hereunder but is serving as escrow holder only and has only possession thereof.
The Escrow Parties agree that each shall pay or reimburse equally the Escrow Agent upon
request for any transfer taxes or other taxes relating to the Escrow Funds incurred in connection
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herewith and shall. indemnify and hold harmless the Escrow Agent for any amounts that it is
obligated to pay in the way of such taxes. Any payments from the Escrow Funds shali be subject
to applicable withholding regulations then in force with respect to United States taxes.

¥, Removal or Resignativn of the Escrow Agent. The Escrow Agent (and any successor
Escrow Agent) may at any tmce resign as such by delivering not less than 30 days' advance
notice of its resignation to Parent and the Stockholder Representative specifying a date when
such resignation shall take etfect and delivering the Escrow Funds to a successor Escrow Agent
jointly designated by Parent and the Stockholder Representative in writing. The Escrow Agent’s
resignation shall not be effective until (a) such appointment has been made, (b)the Escrow
Funds have been delivered to the successor Escrow Agent, and (c¢) the successor’s acceptance of
this Agreement and receipt for the Escrow Funds from the successor Escrow Agent and copies
thereof shall have been sent to Parent and the Stockholder Representative. Upon their receipt of
notice of resignation from the Escrow Agent, the Escrow Parties shall use reasonable etforts to
designate jointly a successor Escrow Agent. In the event the Escrow Parties do not designate
jointly within 60 days after the receipt of such notice, the Escrow Agent may petition a court of
competent jurisdiction for the appointment of a successor Escrow Agent. The Escrow Agent
may be removed, with or without cause, by 10 days’ written notice to the Escrow Agent from the
Escrow Parties. The Escrow Agent or successor Escrow Agent shall continue to act as the
Escrow Agent until a successor is appointed and qualified to act as the Escrow Agent in
accordance with this Section. Any Person into which the Escrow Agent may he merged or
converted or with which it may be consolidated, or any Person to which all or substantiaily ali
the escrow business of the Escrow Agent's corporate trust services business (including the
administration of the Escrow Fund) may be transferred, shall be the Escrow Agent under this
Agreement without further act.

9. Accounting. The Escrow Apent shall provide to Parent and the Stockholder
Representative monthly statemnents identifying transactions, transfers or holdings of the Escrow
Funds. The Escrow Agent shali also provide such additional information refating to the Escrow
Funds to Parent and/or the Stockholder Representative as reasonably requested by such party
from time to time. '

10. Survival. Notwithstanding anything in this Agreement to the contrary, the provisions of
Sections 6, 7(b) and 7(c) shall survive any resignation or removal of the Escrow Agent and any
termination of this Agrecment.

1. Entire Agreement. This Agreement constitutes the entire agreement, and supersedes all
prior agreements, understandings, term sheets or letters of intent, between the Escrow Parties, on
the one hand, and the Escrow Agent, on the other hand, with respect to the subject matter of this
Agreement.

12. Notices. All notices and other communications required or permitted by this Agreement
shall be in writing and shall be (a) delivered to the appropriate address by hand, by nationally
recognized overnight service or by courier service (costs prepaid); (b) sent by facsimile or e-
mail, or (c)sent by registered or certified mail, return receipt requested, in each case to the
following addresses, facsimile numbers or e-mail addresses and marked to the attention of the
person (by name or title) designated below (or to such other address, facsimile number, e-mail
address or person as a party may designate by notice to the other parties hereto):
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If to the Stockholder Representative, to: If to Parent, to:

Melissa Daniels Humana Inc.

c/o Debra Abramovitz, Executive Director 500 West Main Street
Morgan Stanley Venture Partners Louisville, KY 40202

1585 Broadway, 39th Floor Attention: Ralph Wilson

New York, NY 10036 Facsimile: (502) 580-2799
Facsimile: (212) 507-3971 Email: rwilson@humana.com

with a copy (which shall not constitute notice) ~ with a copy (which shall not constitute notice)
to: to:

Sheppard Mullin Richter & Hampton, LLLP Locke Lord Bissell & Liddell, LLP

333 S. Hope Street. 48th Floor 111 South Wacker Drive
Los Angeles, CA 90071 Chicago. IL 60606
Attention: Lawrence M. Braun, Esq. Attention: Jon Biasetti Esq.
Facsimile: (213)143-2814 Facsimile: (312) 443-0336

[f to the Escrow Agent, to:

American Stock Transfer & Trust Company, LLL.C
6201 15th Avenue

Brooklyn, New York 11219

Attention: Joscph M. Smith, Corporate Actions
Facsimile: (718) 765-8758

Email: jsmith@amstock.com

with a copy (which shall not constitutc notice) to:

American Stock Transfer & Trust Company, LLC
6201 {15th Avenue

Brooklyn, New York 11219

Attention: General Counsel

All notices, waivers and other communications shall be deemed have been duly given (as
applicable): (i) if delivered by hand, when delivered by hand; (i1) if delivered by overnight
service, when delivered by nationally recognized overnight service; if delivered by courier, when
delivered by courier; (iit) if sent via registered or certified mail, five (5) Business Days after
being deposited in the mail, postage prepaid: or (iv) if delivered by email or facsimile, when
transmitted if ransmitted prior o 5:00 p.m. local time for the recipient without indication of
delivery failure (and if transmitted after 5:00 p.m. local time for the recipient without indication
of delivery failure, then delivery will be deemed duly given at 9:00 a.m. local time for the
recipient on the subsequent Business Day). In all cases, the Escrow Agent shall be entitled to
rcly on an email, copy or a fax transmission of any document with the same legal effect as if it
were the original of such document. The Escrow Agent may rcly upon and shall not be liable for
acting or refraining from acting upon any written notice, instruction or request fumnished to it
hereunder and believed by it in good faith to be genuine and to have been signed or presented by
the proper party or parties. :
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13. Representations and Warranties of the Parties Each party hereto hereby represents and
warrants (a) that this Agreement has been duly authorized, executed and delivered on its behalf
and constitutes its legal, valid and binding obligation and (b) that the execution, delivery and
performance of this Agreement by such party does not and will not violate any applicable law or
regulation.

14, Successors and Assigns. Except as provided in Section 8 hereof, this Agreement may not
be transferred, assigned, pledged or hypothecated by any party hereto without the prior written
consent of the other parties hereto. This Agreement shail be binding upon and inure to the
benefit of the parties hereto and their respective successors and permitted assigns. Nothing in
this Agreement, expressed or implied, is intended or shall be construed to confer upon any
person other than the parties hereto any right, remedy or claim under or by reason of this
Agreement.

15, Counterparts. This Agreement and each document to be executed and delivered pursuant
to this Agreement may be executed and delivered in counterpart signature pages executed and
delivered via facsimile transmission or via email with scan attachment, and any such counterpart
executed and delivered via facsimile transmission or via email with scan attachment will be
deemed an original for all intents and purposes.

16. Govemning Law; Jurisdiction. ‘This Agreement shall be govermned by and construed in
accordance with the laws of the State of Delaware appiicable to agreements made and to be
performed entirely within such state, without reference to conflicts-of-law principles thereof.

17.  Arbimation. Any controversy or dispute arising out of this Agreement, the interpretation
of any provision hereof, or the action or inaction of any party hereunder shall be submitted to
JAMS, Inc. for arbitration in Los Angeles, California, under the commercial arbitration rules
then in force for that organization. The arbitration shall be conducted by a single arbitrator (the
“JAMS Arbitrator”) chosen pursuant w the procedures of JAMS, Inc. The JAMS Arbitrator
shall issue a written opinion with reasons setting torth his or her decision which shall be based
on the substantive laws of the State of Delaware, without reference to conflicts-of-law principles
thereof. Any award or decision issued in any such arbitration proceeding shall be final and
binding on the parties, and judgment upon any award thus obtained may be entered in any court
having jurisdiction thereof. No action at law or in equity based upon any claim arising out of or
related to this Agreement shall be instituted in any court by any party hereto except: (a) an action
to compel arbitration pursuant to this Section {7, or (b) an action to enforce an award obtained in
an arbitration proceeding in accordance with this Section 17. Notwithstanding the foregoing, a
party may apply to a court for injunctive or other provisional relief pending final determination
by the JAMS Arbitrator. Venue and jurisdiction under this Section 17 shall be exclusively in any
federal or state court located within Los Angeles, California. Each party hereby irrevocably
consents and submits to the exclusive personal jurisdiction of and venue in such courts, and
agrees 1o accept service of process with respect thereto. The costs of the arbitration shall be
borne in proportion to relative fault as determined by the JAMS Arbitrator.

18. Waivers and Amendments. This Agreement may be amended, superseded, canceled,
renewed or extended, and the terms hereof or thereof may be waived, only by a written
instrument signed by the Escrow Agent, Parent and the Stockholder Representative, or, in the
case of a waiver, by the party waiving compliance. The failure of a party to insist, in any one or
more instances, upon performance of the terms or conditions of this Agreement shall not be
construed as a waiver or relinquishment of any right granted hereunder or of the future
performance of any such term, covenant or condition. No waiver on the part of any party of any
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right, power or privilege, nor any single or partial exercise of any such right, power or privilege,
shall preclude any further exercise thereof or the exercisé ot any other such right, power or
privilege.

19. Partial Invalidity. Wherever possible, each provision hereot shall be interpreted in such a
manner as to be effective and valid under applicable law. In case any one or more of the
provisions contained herein shall, for any reason, be held to be invalid, illegal or unenforceable
in any respect, such provision or provisions shall be ineffective to the extent, but only to the
extent, of such invalidity, illegality or unenforceability, without invalidating the remainder of
such invalid, illegal or unenforceable provision or provisions or any other provisions hereof,
unless such a construction would be unreasonable.

20. Interpretation. The article and section headings in this Agreement are inserted for
convenience only and are not intended to affect the interpretation of this Agreement. Any
reference in this Agreement to any article or section refers to the corresponding article or section
of this Agreement unless otherwise stated. This Agreement shall be construed without regard to
any presumption or rule requiring construction or interpretation against the party drafting or
causing any instrument to be drafted.

21. Dealings.  Subject to compliance with applicable laws, Escrow Agent and any
stockholder, director, officer or employce of Escrow Agent may buy, sell. and deal in any of the
securities of Parent, Company or Stockholder Representative and become pecuniarily intcrested
in any transaction in which Parent, Company or Stockholder Representative may be interested,
and contract and lend money to Parent, Company or Stockholder Representative and otherwise
act as fully and freely as though it were not Escrow Agent under this Agreement. Subject to
compliance with applicable laws, nothing herein shall preclude Escrow Agent from acting in any
other capacity for Parent, Company or Stockholder Representative or for any other entity.

22 Time Is of the Essence. Time is of the essence with respect to all time periods and dates

set forth herein.

[Remainder of page intentionally left blank.]
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IN WITNESS WHEREQF, the parties hereto have executed this Agreement as of the
date first written above.

“STOCKHOLDER REPRESENTATIVE”

Name: Melissa Daniels

Name: Roger Taylor
“PARENT"”

HUMANA INC.

Nuame:
Title:

“ESCROW AGENT"

AMERICAN STOCK TRANSFER & TRUST
COMPANY, LLC

Name:
Title:

|Signature Page to Escrow Agreement])
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EXHIBIT A

Proportionate Share

152245 Canada Inc. Power Corporation of Canada 14,027 0.1481%
Abbas Sabbah 20,779 0.2193%
Acacia Management, L.P. 53,680 0.5667%
Alexander Kugelman 15,000 0.1583%
Alexander Zimmerman 19,074 0.2014%
Alice Sykes 10,000 0.1056%
Allen Wise 311,688 3.2903%
Amberbrook I}, LLC 4,677 0.0494%
Amberbrook V, LLC ' 9,354 0.0987%
Amy Johnson 1,000 0.0106%
Anna Huggins . 500 0.0053%
Anvest, L.P. 1,095 0.0116%
Asakti Privadarshine 3,000 0.0317%
Beach Point Distressed Master Fund, LP 5,689 0.0601%
Bob Christofk 3,483 0.0368%
Brad Luke ' 7,458 0.0787%
Brian Smith 271 0.0029%
C. Saqge Givens Revccable Trust DTD 12/15/04 12,500 0.1320%
Carolyn Mathews 7,500 0.0792%
Charles E. Palt 7,500 0.0792%
Chase S. Mitbrandt 270,000 2.8502%
Cheryl Perkins 426,474 4.5020%,
Chester Brown 200 0.0021%
Cristina Lopez-Poliard 5,000 0.0528%
Crosley Williamson 2,353 0.0248%
Curtis Terry 50,000 0.5278%
Dan Dyer 17,000 0.1795%
Dave Lontok 125,000 1.3195%
David Buhler 25,000 0.2639%
David L. Anderson, Trustee, The Anderson Living Trust
U/A/D 1/22/38 3,050 0.0322%
David S. Heer 1,250 0.0132%
Doug Crispeli 5,000 0.0528%
Douglas Nelson, M.D. 4,706 0.0497%
Edward Blumenstock 51,948 0.5484%
Edwin Eleco 2,000 |- 0.0211%
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Elise Heer 1,250 0.0132%
Elizabeth Webster 10,750 0.1135%
Ewing Marion Kauffman Foundation 18,708 0.1975%
Fleet Equity Parners Vil, L.P. 3,508 0.0370%
Fleet Growth Resources, Inc 139,878 0.2098%
Fred Fauvre, M.D. 4,706 0.0497%
Frederick Menninger, M.D. 4,000 0.0422%,
Garrison Rios 220,000 2.3224%
Gary Herzberg 16,354 0.1726%
Gary Intersimone 625 0.0066%
Genstar Investment LLC 719 0.0076%
George Leonard Baker, Jr., Trustee, Baker Revocable
Trust U/A/D 03/03/03 3,050 0.0322%
Gordon Clawson, M.D. 4,706 0.0497%
HarbourVes! Partners Viil Venture Fund, L.P. 23,385 0.2469%
Heidi Sullivan 25,000 0.2639%
Helene Jo 15,000 0.1583%
James Anderson 5,000 0.0528%
James C. Gaither, Trustee, The Gaither Revocable Trust
09/28/2000 - 164 0.0017%
James Carmichael 16,000 0.1689%
Janelle Kidolis-Johnson 1,000 0.0106%
Jeff Santana 5,000 0.0526%
Jeffrey McManus 124,706 1.3164%
Jennifer Smith 6,000 0.0633%
Jim Novetlo 20,000 0.2111%
Joan Robnett 10,500 0.1108%
John Wells 50,000. 0.5278%
JRSL Family LLC 25,000 0.2639%
Kelly Lencioni 500 0.0053%
Ken Zimmerman 507,926 5.3618%
Kennelh Bryan 7,188 0.0759%
_Kenneth Hartenstein, M.D. 4,706 0.0497%
Khaled Ghaly 2,000 0.0211%
Kim Houska 3,000 0.0317%
_Knightsbridge Integrated Holdings il Pannership 17,511 0.1849%
Knightsbridge Netheriands |, L.P. c/o Knightsbidge
Advisers 5,875 0.0620%
Laurie Wilson 15,000 0.1583%
Lawrence D. Kugelman 15,000 0.1583%
Lawrence N. and Ducie Kugelman Living Trust Dated
_May 1988 296,312 3.1280%
Les Granow 250,706 2.6465% |
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Lisa Henry 3,000 0.0317%
Marilyn Warren 76,948 0.8123%
Map 90 Segregated Portfolic of LMA SPC 4,391 0.0464%
Mark Lopez 11,438 0.1207%
Massachusetts institute of Technology Retirement Plan 14,031 0.1481%
Matt Orlando 2,500 0.0264%
Max Roytenberg 6,987 0.0738%
Melanie Schoof 677 0.0071%
Mihir Shah 4,000 0.0422%
Miles Williamson 2,353 0.0248%
Mindy Cooper-Smith, M.D. 4,706 0.0497%
Morgan Stanley & Co. 54,487 0.5752%
Morgan Stanley Dean Witter Venture Investors IV, L.P. 56,146 0.5927%
Morgan Stanley Dean Witter Venture Offshore Investors
IV, L.P. 18,881 0.1993%
Morgan Stanley Dean Witter Venture Partners IV, L.P. 491,445 5.1878%
Morgan Stanley Venture Investors 2002 Fund, L.P. 128,893 1.3606%
Morgan Stanley Venture Partners 2002 Fund. L.P. 437,578 4.6192%
Nancy Freeman 300,000 3.1668%
Nassau Capital Funds, L.P. 36,352 0.3837%
Patrick Ross 108,717 1.1476%
Paui Felton 25,000 0.2639%
Paul M. Wythes, Trustee of The Wythes Living Trust
U/IA/D 7/21/87 1,020 0.0108%
Paul Mcleod 500 0.0053%
Pearson Huang 31,169 0.3290% |
Peter Goll 2,000 0.0211%
Post Leveraged Loan Master Fund, LP 5,503 0.0581%
Post Strategic Master Fund, LP 14,766 0.1559%
Post Total Return Master Fund, LP 7,737 0.0817%
Prudence Kuai 25,000 0.2639%
Ray Blaylock 8,500 0.0897%
Robert Fahiman 416,911 4.4010%
Roger Taylor 25,000 0.2639%
Rolland Ho 78,000 0.8234%
Ronald L. Perkins and C. Bruce, Trustees Under
Declaration of Trust Dated August 4, 1399 230 0.0024%
Roy Dickerson 14,500 0.1531%
Saunders Holdings, L.P. 1,095 0.0116%
Scott Davis, M.D. 4,706 0.0497%
Sharon Alvis 1,500 0.0158%
18,294 0.1931%

SHV 06-30-03 Liquidating Partnership
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Silvana Agostinio 500 0.0053%
Stryker Warren 76,948 0.8123%
Susy Kreiskott 12,000 0.1267%
TAC Associates, L.P. 25,144 0.2654%
TAC Management LLC 4,487 0.0474%
Tammie Chiu 1,000 0.0106%
Tammy Jurkatis 4,500 0.0475%
Tench Cox, Trustee, The Coxe/Otus Revocabie Trust
U/A/D 4/23/98 1,792 0.0189%
Terry Hartshorn 27,500 0.2903%
Texas Christian University 14,031 0.1481%
The James lrvine Foundation 23,385 0.2469%
The Opportunity Fund, LLC 7,955 0.0840%
The Wythes '99 Grandchildrens Trust, J Vettel, P Wyths,
Jr. and L Wythes Knoll, Trustees 3 0.0000%
Third Amended Austin/Smalley Living Trust Dated March
4,2004 1,604,265 16.9351%
Three Arch Associates |V, L.P. 8,022 0.0847%
Three Arch Capital, L.P. 531,854 56144%
Three Arch Management |l 7,522 0.0794%
Three Arch Management IV, LLC 2,991 0.0316%
Three Arch Partners ll, L.P. 913,971 8.6481%
Three Arch Partners {V, L.P. 363,310 3.8352%
TOW Partners 2,848 0.0301%
Trellis Ventures 69,871 0.7376%
Virgilio Marcelo 17,000 0.1795%
Virginia Retirement System 8,445 0.0892%
Wellesly College 23,385 0.2469%
William H. Younger, Jr. Trustee, The Younger Living
Trust U/A/D 1/20/95 3,322 0.0351%
Wisconsin Alumni Research Foundation 14,031 0.1481%
Total 9,473,033 100.0000%
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EXHIBIT B
FEE SCHEDULE

One Time Administration Fe. ... veeirececceeeerees e esecenrannessaesraseenan on $3,500.00

The one time administration fee 1s due upon funding of the escrow.

To help fight the funding of terrorism and money laundering activities and in compliance with
the U.S. Patriot Act legislation, Federal Law requires all financial institutions to abtain, verify
and rccord information that identifies each client who opens an account. To this extent, please
provide all contact information for parties to the Agrecement including Tax [D/identification

numbers.
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EXHIBIT C
Parent’s Account

[To come)
Bunk Name:

Bank Address:
ABA No.:
SWIFT Code:
Account Number:

Ref: Humana/Arcadian Escrow Funds
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Exhibit C

Stockholder Consent

See attached.
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WRITTEN CONSENT
OF STOCKHOLDERS
OF
ARCADIAN MANAGEMENT SERVICES, INC.
BY LESS THAN UNANIMOUS CONSENT

August 24. 2011

The undersigned, being stockholders of Arcadian Management Services, Inc., a
Delaware corporation (the "Corporation”), pursuant to Section 228(a) of the Delaware General
Corporations Law (the "DGCL™) and the Corporation's Bylaws, hereby adopt the following
resolutions, effective as of August 24, 2011, without the holding of a meeting, such resolutions
to have the same force and effect as if they had been adopted at a duly called and held meeting of
the stockholders of the Corporation, and deliver this Written Consent to the Corporation for
inclusion of the minutes and filing with the corporate records of the Corporation.

RECITALS

WHEREAS, the Corporation has entered into that certain Agreement and Plan of Merger
dated as of August 24, 2011 by and among Humana Inc., a Delaware corporation ("Parent"),
Humsol, Inc., a Delaware corporation and wholly-owned subsidiary of Parent ("Merger Sub”),
the Corporation and certain stockholders of the Corporation's party thereto, in substantially the
form attached hereto as Exhibit A (including the exhibits thereto, the "Merger Agreement”);

WHEREAS. pursuant to and in accordance with the terms of the Merger Agreement, at
the Effective Time (as defined in the Merger Agreement) Merger Sub will be merged with and
into the Corporation in a statutory merger, the separate corporate existence of Merger Sub will
cease and the Corporation will continue as the surviving corporation (the "Merger™);

WHEREAS, the Board of Directors of the Corporation (the "Board") has determined that
the Merger Agreement, and the transactions contemplated thereby, are advisable, fair to and in
the best interests of the Corporation and its stockholders and have approved and adopted such
agreements and the transactions in all respects; '

WHEREAS, the Board has directed that the Merger Agreement and the transactions
contemplated thereby, be submitted to the stockholders of the Corporation for their approval, and
has unanimously recommended that the stockholders approve the Merger Agreement and the
transactions contemplated thereby;

WHEREAS, there was an aggregate of 3,028,493 shares of Common Stock, 4,772,050
shares of Preferred Stock and 2,693,544 of Series C Preferred Stock of the Corporation issued
and outstanding as of the record date determined by the Board for purposes of determining the
stockholders entitled to vote on the Merger Agreement and the transactions contemplated thereby
(the "Record Date");
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WHEREAS, the undersigned stockholders hold an aggregate of 1,567,473 shares of
Common Stock representing approximately 51.75% of the issued and outstanding shares of
Common Stock of the Corporation as of the Record Date; 4,197,270 shares of Preferred Stock
representing approximately 87.96% of the issued and outstanding shares of Preferred Stock of
the Corporation as of the Record Date and 2,613,186 shares ot Series C Preferred Stock of the
Corporation representing approximately 97.02% of the issued and outstanding shares of Series C
Preferred Stock of the Corporation as of the Record Date.

RESOLUTIONS

NOW, THEREFORE, BE IT RESOLVED, that each of the undersigned hereby approves
and adopts the Merger Agreement and the transactions contemplated thereby in all respects:

RESOLVED FURTHER. that each of the undersigned hereby acknowledges receipt of an
information summary in the form attached hereto as Exhibit B (the "Information Statement")
relating to the adoption of the Merger Agreement, the approval of the Merger by the
Corporation's Stockholders;

RESOLVED FURTHER, that each of the undersigned hereby approves the designation
of Roger Taylor and Melissa Daniels as the joint representative (together, the "Stockholder
Representative") in accordance with Section 13.1 of the Merger Agreement and agrees to be
bound and abide by all actions taken and documents executed by the Stockholder Representative
in accordance with the terms of the Merger Agreement and each other document or instrument
executed and delivered or to be executed and delivered in connection therewith;

RESOLVED FURTHER. that all actions previously taken by the Board of the
Corporation in connection with the Merger Agreement and the transactions contemplated thereby
and the matters referred to in the foregoing resolutions are hereby approved, adopted, ratified and
confirmed in all respects; and

RESOLVED FURTHER. that the Corporation is authorized, and its officers are
authorized and empowered, in the name and on behalf of the Corporation, to take or cause to be
taken all such further actions and to execute and deliver or cause to be executed and delivered, in
the name and on behalf of the Corporation, all such further agreements, documents. and
undertakings and to incur and pay all such costs, fees and expenses as in their judgment shall be
necessary, appropriate or convenient to carry into effect the purposes and intent of any and all of
the foregoing resolutions and the transactions contemplated thereby, the performance of such
action or the execution of such agreements, instruments, certificates or other documents and any
such payments to be conclusive evidence of the exercise ot the discretionary authority conterred
herein.

The undersigned have executed this Written Consent as of the date first set forth above,
and the resolutions adopted by this Written Consent shall be as validly adopted as if at a duly-
noticed meeting of the stockholders of the Corporation.

[SIGNATURE PAGES FOLLOW]
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Kenneth B. Zimmerman
Number of Common Shares: 434,176

THIRD AMENDED AUSTIN/SMALLEY LIVING
TRUST DATED MARCH 4, 2004

By:
Name: Jacqueline A. Smalley

Title: Trustee

Number of Common Shares: 1,111,083

LAWRENCE N. AND DULCIE KUGELMAN
LIVING TRUST DATED MAY 1988

By:
Name: Lawrence N. Kugelman
Title: Trustee

Number of Common Shares: 21.508

Les Granow
Number of Common Shares: 706

THREE ARCH PARTNERS II, L.P.
By: Three Arch Management II, L.L.C.,
its General Partner

By:
Name:

Title:

Number ot Preferred A Shares: 355,000

THIRD AMENDED AUSTIN/SMALLEY LIVING
TRUST DATED MARCH 4, 2004
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By:
Name: Jacqueline A. Smalley

Title: Trustee

Number of Preferred B Shares: 218.182

LAWRENCE N. AND DULCIE KUGELMAN
LIVING TRUST DATED MAY 1988

By:
Name: Lawrence N. Kugelman

Title: Trustee

Number of Preferred B Shares: 106,870

Alexander Kugelman
Number ot Preferred B Shares: 11,500

Stryker Warren
Number of Preferred B Shares: 51.948

Marilyn Warren
Number of Preferred B Shares: 51,948

Edward Blumenstock
Number of Preferred B Shares: 51,948

Allen F. Wise
Number of Preferred B Shares: 311,688

THIRD AMENDED AUSTIN/SMALLEY LIVING
TRUST DATED MARCH 4, 2004
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By:
Name: Jacqueline A. Smalley

Title: Trustee

Number of Preferred B-1 Shares: 275.000

LAWRENCE N. AND DULCIE KUGELMAN
LIVING TRUST DATED MAY 1988

By:
Name: Lawrence N. Kugelman

Title: Trustee

Number of Preferred B-1 Shares: 100,000

Stryker Warren
Number of Preterred B-1 Shares: 25,000

Marilyn Warren
Number of Preferred B-1 Shares: 25,000

THREE ARCH CAPITAL, L.P.
By: TAC Management, L.L.C., its General Partner

By:
Name:

Title:

Number of Preferred C Shares: 520,396

TAC ASSOCIATES, L.P.
By: TAC Management, L.L.C., its General Partner

By:
Name:




WO2-WEST9YMLLIM03830711.2

Title: :
Number ot Preferred C Shares: 24,602

THREE ARCH PARTNERS I, L.P.
By:  Three Arch Management 11, L.L.C.,
its General Partner

By:

Name:
Title:
Number of Preterred C Shares: 558,971

THREE ARCH PARTNERS IV, L.P.

By: Three Arch Management IV, LL.C,

General Partner

By:

Name:
Title:
Number of Preferred C Shares: 355,483

THREE ARCH ASSOCIATES 1V, L.P.
By: Three Arch Management IV, L.L.C,, its
General Partner

By:
Name:

Title:

Number of Preferred C Shares: 7,849

its
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LAWRENCE N. AND DULCIE KUGELMAN
LIVING TRUST DATED MAY 1988

By:
Name: Lawrence N. Kugelman

Title: Trustee

Number of Preferred C Shares: 24,442

Alexander Kugelman
Number of Preferred C Shares: 3,500

MORGAN STANLEY DEAN WITTER VENTURE
PARTNERS IV, L.P.

By:
Name: Melissa M. Daniels
Title: Managing Member
Number of Preferred C Shares: 483.945

MORGAN STANLEY DEAN WITTER VENTURE
INVESTORS IV. L.P.

By:
Name: Melissa M. Daniels
Title: Managing Member
Number of Preferred C Shares: 56.146

MORGAN STANLEY DEAN WITTER VENTURE
OFFSHORE INVESTORS IV, L.P.

By:
Name: Melissa M. Danielg
Title: Managing Member
Number of Preferred C Shares: 18,881
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MORGAN STANLEY VENTURE PARTNERS 2002
FUND, L.P. »

By:
Name: Melissa M. Daniels
Title: Managing Member
Number of Preferred C Shares: 430,078

MORGAN STANLEY VENTURE INVESTORS
2002 FUND. L.P.

By:
Name: Melissa M. Daniels
Title: Managing Member
Number of Preferred C Shares: 128,893




EXHIBIT A

MERGER AGREEMENT

See Annex A to Exhibit B.
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EXHIBIT B

INFORMATION STATEMENT

See attached.
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Exhibit D

Statutory Reserve Requirements

Company Subsidiary Statutory Reserve Target Statutory
Requirement* Reserve
Arcadian Health Plan, Inc. 16.030,765 27.259.307.20%*
Arkansas Community Care, Inc. 4.001.851 8.003.703
Arcadian Health Plan of Georgia, Inc. 1.671,998 4,179,996
Arcadian Health Plan of Louisiana, Inc. 2.229.608 4.459.216
Arcadian Health Plan of North Carolina, Inc. 1,744,983 3,489,967
Arcadian Choice. Inc. 0 0
Arcadian Health Plan of New York. Inc. 673.653 1,347,305
Total 26.352.858 33.541.716

* Authorized Control Level as of June 30, 2011

** This is 32,061,529 less 60% of the target Statutory Reserve of Arkansas Community
Care, Inc. (i.e., 60% of 8,003,703 = 4,802,221.80)
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Disclosure Schedules
to
Agreement and Plan of Merger

These Disclosure Schedules are hereby delivered in accordance with, and
constitute a part of, that certain Agreement and Plan of Merger (the "Agreement"), dated as of
August 24, 2011, by and among Humana, Inc., a Delaware corporation (“Parent”), Humsol, Inc.,
a Delaware corporation and a wholly-owned subsidiary of Parent ("Merger Sub"), Arcadian
Management Services, Inc., a Delaware corporation (the “Company"), and the stockholders of
the Company that are signatories thereto (each individually a "Stockholder Party” and
collectively the "Stockholder Parties”).

Any capitalized terms used herein but not otherwise defined shall have the
meanings ascribed to such terms in the Agreement. Each reference to an agreement, contract,
list, instrument, matter or other item in these Disclosure Schedules shall be deemed to
incorporate herein such referenced item in its entirety and the terms thereof. Nothing contained
herein is intended to broaden the scope of any representation or warranty contained in the
Agreement or to create any covenant on the part of any of the Company, the Company
Subsidiaries or the Stockholder Parties. The disclosure of any item in these Disclosure
Schedules shall not be construed as an admission or indication that such item is required to be
disclosed under the Agreement, as some items have been included herein for informational

purposes only.

Any item disclosed in one schedule of these Disclosure Schedules shall be
deemed a disclosure for purposes of any other schedule of these Disclosure Schedules to the
extent the application of such disclosure to such other schedule is reasonably apparent on its
face. Headings have been inserted on the separate schedules of these Disclosure Schedules for
convenience of reference only and shall not have the effect of amending or changing the content
or meaning of the corresponding Section of the Agreement.
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Schedule 3.2(a)(v)
REQUIRED CONSENTS

The Company will deliver to Parent, on the Closing Date, copies of all registrations, filings,
applications, notices, consents, upprovals, orders, qualifications and waivers related to the
following agreements, required in connection with the transaction:

Office Lease dated April 27, 2006 by and between the Company, as tenant, and the 1998 Victor
William Schaff and Susan Marie Schaff Revocable Trust dated June 19, 1998, as landlord, as
amended by the First Amendment to Lease dated May 5, 2009 (Carpinteria, CA)

Office Lease dated March 22, 2006 by and between the Company, as tenant, and ARI Overland,
LLC, as landlord, as amended by Amendment | to Lease dated March 2007 (San Dimas, CA)

Lease Agreement dated July 29, 2009 by and between the Company, as tenant, and 805
Aerovista Partners LLC, as landlord (San Luis Obispo, CA)

Office Lease dated July 27, 2007 by and between Arcadian Health Plan of Louisiana, Inc., as
tenant, and Pierremont Office Park I & II, LLC, as landlord, as amended by First Extension of
Lease dated July 29, 2009, Second Extension of Lease dated August 26, 2010 and Third
Modification and Extension of Lease dated May 13, 2011 (Shreveport, LA)

Office Lease dated October 6, 2006 by and between Arcadian Health Plan, Inc., as tenant, and
Dead River Atlantic Place LLC, as landlord, as amended by Lease Amendment dated July 23,
2009 ( South Portland, ME)

Office Lease dated September 15, 2008 by and between the Company, as tenant, and NC Owner
LLC, as landlord, as amended by First Amendment to Lease dated July 28, 2011 (Charlotte, NC)

Office Lease dated July 31, 2009 by and between Arcadian Health Plan of North Carolina, Inc.,
as tenant, and Murray Investment Company No. 1, LLC, as landlord (Raleigh-Marriott Drive,
NC)

Office Lease dated August 18, 2008 by and between Arcadian Health Plan of New York, Inc., as
tenant, and Hub Properties Trust, as landlord, as amended by First Amendment to Lease dated
June 21, 2011 (North Syracuse, NY)

Office Lease dated April 28, 2005 by and between Arcadian Health Plan, Inc. dba Texas
Community Care, as tenant, and Austin Oakpointe, Ltd, as landlord, as amended by First
Amendment to Lease Agreement dated May 4, 2005, Second Amendment to Lease Agreement
dated April 9, 2008 and Third Amendment to Lease Agreement dated March 28, 2011 (Austin,

TX)

Office Lease dated October 22, 2007 by and between Arcadian Health Plan, Inc., as tenant, and
7500 Viscount Partners, as landlord, as amended by First Amendment to Lease Agreement dated

April 15, 2011 (El Paso, TX)
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)

Office Lease dated September 20, 2004 by and between Arcadian Health Plan, as tenant, and
Walter B. Worthy and Karen L. Worthy, husband and wife, dba W & K [nvestments, as landlord,
as amended by Amendment "One" to Lease, dated January 4, 2011 (Spokane, WA)

Office Lease dated August 15, 2007 by and between Arcadian Health Plan of Georgia, Inc., as
sublessee, and Access Integrated Networks, Inc., as sublessor, as amended by Amendment

Number One dated August 29, 2007 and Amendment Number Two dated September 8, 2010
(Macon, GA)

Facility Participation Agreement dated July 11, 2006 by and between Trident Medical Center,
LLC and Arcadian Health Plan, Inc.

Facility Participation Agreement dated July 11, 2006 by and between Walterboro Community
Hospital, Inc. and Arcadian Health Plan, Inc.
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Schedule 3.2(b)(vi)
LENDER PAYOFFS

As of the Closing, the Company owes the amounts set forth below to the respective lenders set

forth to the left of such amounts:

Estimated payoff amounts including estimated deferred payments as of August 11, 2011

Amount

Senior Secured Credit Agreement, dated as of February 8, 2007

$42,675.234.54

Morgan Stanley Senior Funding, Inc.

Beach Point Distressed Master Fund, LP

Map 90 Segregated Portfolio of LMA SPC

Secured Credit Agreement, dated as of July 5, 2007

$28,671,741.93

TAC Associates, L.P.

Three Arch Partners IV, L.P.

Three Arch Associates IV, L.P.

Three Arch Capital, L.P.

Third Lien Secured Credit Agreement, dated as of May 23, 2008

$12,482,831.72

Morgan Stanley Dean Witter Venture Partners [V, L.P.

Morgan Stanley Dean Witter Venture [nvestors [V, L.P.

Morgan Stanley Dean Witter Venture Offshore Investors [V, L.P.

Morgan Stanley Venture Partners 2002 Fund, L.P.

Morgan Stanley Venture Investors 2002 Fund, L.P.

John Austin (now represented by Third Amended Austin/Smalley Living
Trust dated March 4, 2004)

Allen Wise

Lawrence N. and Dulcie Kugelman Living Trust Dated May 1988

Alexander Kugelman

Stryker Warren

Marilyn Warren

Edward Blumenstock

Kenneth Zimmerman

Les Granow

Robert Schreiber

Skip Rosenbloom

Amended and Restated Loan and Security Agreement, dated as of August 17, 2005

$1,080.625.69

John H. Austin, M.D. (now represented by Third Amended Austin/Smalley
Living Trust dated March 4, 2004)

Amended and Restared Loan and Security Agreement, dated as of August 17, 2005

$434,270.14

Kenneth B. Zimmerman
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Schedule 5.3(a)(ii)}(C)
CONFLICTS AND VIOLATIONS
Schedule 3.2(a)(v) is hereby incorporated herein by this reference.
Software License Agreement, dated as of May 8, 2002, by and between Arcadian Management

Services, Inc. and Pacific Partners Management Services, Inc., as amended by that certain Add
On Addendum to Software License Agreement, dated February 15, 2005
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Schedule 5.4(b)
CAPITALIZATION

Except as set forth below, there are no authorized or outstanding Other Securities of the
Company or the Company Subsidiaries.

1. Set forth below is the following information with respect to each issued and outstanding
Warrant, if applicable: (i) the date of issuance; (ii) the holder; (iii) the number of shares
of Company Capital Stock that may be purchased upon exercise; and (iv) the per share
exercise price:

Number of

Date of Shares of Share Exercise
Issuance Warrant Holder Common Stock Price
11/27/2006 TAC Associates, L.P. 542 $5.000
11/27/2006 Three Arch Partners [V, L.P. 7.827 $5.000
11/27/2006 Three Arch Capital, L.P. 11,458 $5.000
1172772006 Three Arch Associates [V, L.P. 173 $5.000
5/22/2007 Morgan Stanley & Co. 54,487 $0.00t
5/222007 Post Leveraged Loan Master Fund, LP 5.503 $0.001
5/22/2007 The Opportunity Fund, LLC 7,955 $0.001
512212007 Post Strategic Master Fund, LP 14,766 $0.001
51222007 Post Total Return Master Fund, LP 7.737 $0.001
5/22/2007 Virginia Retirement System 8,445 $0.001

6/1/2010 Beach Point Distressed Master Fund, LP 5.689 $0.001

6/1/2010 Map 90 Segregated Portfolio of LMA SPC 4,391 $0.001

2. The authorized and issued and outstanding shares of capital stock of each of the

Company Subsidiaries are set forth below:

Arcadian Management Services, Inc,

Number of Shares Number of Shares Issued
Class of Stock Authorized and Quistanding
Common Stock 10,000,000 3,028,493
Preferred Series A 850,000 735,000
Preferred Series B 1.620,800 893,506
Preferred Series Bl 450,000 450,000
Preferred Series C 2,725,000 2,693,544
Total ls, “szm 7)%
Arkans (s} ity Care, Inc
Number of Shares Number of Shares [ssued
Class of Stock Authorized and Qutstanding
Common Stock 10 5
Arcadian Health Plan, Inc,
Number of Shares Number of Shares Issued
Class of Stock Authorized and Outstanding
Common Stock 100,000 60,000
-6-
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Arcadian Heajth Plan of Georgia, Inc,

Number of Shares Number of Shares [ssued
Class of Stock Authorized and Qutstanding
Common Stock 1,500,000 1,500,000
Arcadian Health Plan of Louisiana, Inc.
Number of Shares Number of Shares Issued
Clasy of Stock Authorized and Outstanding
Common Stock 10.000.000 3,000,000

Arcadian Health Plan of North Carolina, Inc.

Number of Shares Number of Shares Issued
Class of Stock Authorized and Outstanding
Common Stock 1,000,000 1,000,000
Arcadian Health Plan of New York, Inc,
Number of Shares Number of Shares Issued
Class of Stock Authorized and Qutstanding
Common Stock 200 200
Arcadian Choice, Inc.
Number of Shares Number of Shares Issued
Class of Stock Authorized and Outstanding
Common Stock 10,000 5,000
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Schedule 5.4(c)
AGREEMENTS RELATING TO CAPITAL STOCK

This has been excluded due to confidentiality of information contained therein.



Schedule 5.6(b)
INDEBTEDNESS

As of the date of the Agreement, all Indebtedness of the Company and the Company Subsidiaries
is outstanding under the agreements set forth below:

Senior Secured Credit Agreement, dated as of February 8, 2007 (as amended, extended, renewed,
supplemented or otherwise modified from time to time), by and among the Company, a
Delaware corporation, Arcadian Choice, Inc., a Texas corporation, the other Credit Parties from
time to time party thereto, the lenders from time to time party thereto, Morgan Stanley Senior
Funding, Inc., as Administrative Agent, and Morgan Stanley & Co. Incorporated, as Collateral
Agent.

Secured Credit Agreement, dated as of July 5, 2007 (as amended, extended, renewed,
supplemented or otherwise modified from time to time), by and among the Company, a
Delaware corporation, Arcadian Choice, Inc., a Texas corporation, the other Credit Parties from
time to time party thereto, Three Arch Capital, L.P., TAC Associates, L.P., Three Arch Partners
IV, L.P., and Three Arch Associates [V, L.P.

Third Lien Secured Credit Agreement, dated as of May 23, 2008 (as amended, extended,
renewed, supplemented or otherwise modified from time to.time), among the Company, a
Delaware corporation, the other Credit Parties from time to time party thereto, Morgan Stanley
Dean Witter Venture Partners IV, L.P., Morgan Stanley Dean Witter Venture Investors [V, L.P.,
Morgan Stanley Dean Witter Venture Offshore Investors IV, L.P., Morgan Stanley Venture
Partners 2002 Fund, L.P., Morgan Stanley Venture Dean Witter Investors 2002 Fund, L.P., John
Austin (now represented by Third Amended Austin/Smalley Living Trust dated March 4, 2004),
Allen Wise, Lawrence N. and Dulicie Kugelman Living Trust Dated May 1988, Alexander
Kugelman, Stryker Warren, Marilyn Warren, Edward Blumenstock, Ken Zimmerman, Les
Granow, Robert Schreiber and Skip Rosenbloom.

Amended and Restated Loan and Security Agreement, dated as of August 17, 2003, by and
between the Company, a Delaware corporation, and Kenneth B. Zimmerman, an individual.

Amended and Restated Loan and Security Agreement, dated as of August 17, 2005, by and

between the Company, a Delaware corporation, and John H. Austin, M.D., an individual (now
represented by Third Amended Austin/Smalley Living Trust dated March 4, 2004).
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Schedule 5.7

ABSENCE OF CERTAIN CHANGES

This has been excluded due to confidentiality of information contained therein.




Schedule 5.8
TAX MATTERS

There are no exceptions to the representations and warranties made in Section 5.8 of the
Agreement. Set forth below are (i) all types of Taxes paid, and all types of Tax Returns filed by
or on behalf of the Company and the Company Subsidiaries, and (ii) all of the jurisdictions that
impose such Taxes or with respect to which any of the Company or any Company Subsidiary has
a duty 10 file such Tax Returns:

1. Income and Corporate Taxes

éﬁ: State Location Tax Aathorities Type of Tax/ Returns
ACC AR Fort Smith Pulaski County Annual Unsecured (Personal) Property Tax
Little Rock Pulaski County Annual Unsecured (Personal) Property Tax
AHP AZ Prescott Yavapai County Annual Unsecured ( Personal) Property Tax
ME S. Portland Cumberiand County Annual Unsecured (Personal) Property Tax
MO | Springfield Greene County Annual Unsecured (Personal) Property Tax
sC N. Charleston Charleston County Asnual Unsecured (Personal) Property Tax
TX Austin Travis County Annual Unsecured (Personat) Property Tax
El Paso El Paso Courny Annual Unsecured (Personal) Property Tax
VA Norfolk Noefolk County Annual Unsecured (Personal) Property Tax
WA | Spokane Spokane County Annual Unsecured ( Personal) Property Tax
AHP-GA GA Macon Bibb County Annual Unsecured (Personal) Property Tax
AHP-LA LA | Shreveport ] Caddo County Annual Unsecured (Personat) Property Tax
@ AHP-NC NC | Charslotte Mecklenburg County Annual Unsecured (Personat) Property Tax
Raleigh Wake County Annual Uasecured (Personal) Property Tax
AHP-NY NY Syracuse Onondaga County Annual Unsecured (Personal) Property Tax
AMS CA | Carprinteria (closed, to be subleased) Santa Barbars County Annual Unsecured (Personal) Property Tax
Oakland IRS Estimated Tax for Corporations (Q1)

Estimated Tax for Corporations (Q2)

Estimated Tax for Corporations (Q3)

Estimated Tax for Corporations (Q4)

Corporate Tax

Extension of Tax

Foe ESOP, 401K, FSA

Franchise Tax Board Corporation Estimated Tax (Q!)

Corporation Estimated Tax (Q2)

Corporation Estimated Tax (Q3)

Corporation Estimated Tax (Q4)

CA State Tax
Sales & Use Tax
Alameda County Tax Office Annual Unsecured (Personal) Property Tax
San Dimas LA County Tax Office Annual Unsecured ( Personal) Property Tax
DE QOakland Delaware Annual Franchise tax

2. Premium Taxes
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Legal Entity State Returns/Fees Paid

AR Filing annual statement $50
Certificate of Authority Renewal $100

Health fees $550

AHP AZ DOI State of Arizona Health Org Annual Tax & Fees Rpt (certificate of authority renewal
fee $75 + annual statement filing fee $300)

AHP CA NA

AHP-GA GA Annual Premium Tax Return ($-)

AHP IN Indiana Fee & Retaliatory Fee Statement (annual filing fee, license renewal, regulatory
surcharge $1,100)

AHP KY (certificate renewal fee $100 + annual filing fee $100 + regulatory tax $889)

AHP-LA LA Annual Financial Regulation Fee $1000
Premium tax (min.) $140

AHP ME Insurance Premium Tax Return ($-)

ACC oK Annual Premium Form

(Annual license fee $150
Annual statement review fee $500)

AHP-NC NC Gross Premium Tax Return ($-)

AHP NH Statement of Fees, Charges & Premium Taxes (certificate of authority renewal fee $200,
annual stmt fee $100, financial regulation fee $1000. min premium tax $200. prepaid tax
$1200)

AHP-NY NY CT-33-NL : Non-Life Insurance Corporation Franchise Tax Return (3-)

AHP SC SC Health Insurance Pool Assessment Based Reporting Form (3-)

ACC TX “TX Annual Insurance Premium Tax Rpt ($0)

-TX Annual Insurance Maintenance, Assessment & Retaliatory Rpt (annual statement
filing fee $250 + retaliatory tax $250)
- Insurance Premium Tax ($-)

AHP (Oakland) TX -TX Annual Insurance Premium Tax Rpt ($0)

-TX Annual Insurance Maintenance, Assessment & Retaliatory Rpt (annual statement
filing fee $250 + retaliatory tax $250)

- Insurance Premium Tax ($-)

AHP VA Virginia Maintenance Assessment ($300)
AHP WA | State of Washington E-Tax Form ($-) (regulatory surcharge $1000, annual statement filing
fee $20)
3. Tax Sharing

Tax Allocation Agreement dated January 1, 2009 by and among the Company and Arcadian
Health Plan, Inc., Arkansas Community Care, Inc., Arcadian Health Plan of Georgia, Inc.,
Arcadian Health Plan of North Carolina, Inc., Arcadian Health Plan of Louisiana, Inc., and
Arcadian Heaith Plan of New York, Inc.

4. Method of Accounting

On August 5, 2011, the Internal Revenue Service ("IRS") issued a Consent Agreement,
approving the request filed by the Company, Arcadian Health Plan, Inc., Arkansas Community
Care, Inc., Arcadian Health Plan of Georgia, Inc., Arcadian Health Plan of Louisiana, Inc.,
Arcadian Health Plan of North Carolina, Inc., and Arcadian Health Plan of New York, Inc., on
January 3, 2011 on IRS Form 3115 requesting permission to change the accounting method used
for treating commissions paid to individual marketing agents and field marketing organizations
(independent contractors), for the taxable year beginning January 1, 2010.
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Schedule 5.9

COMPLIANCE WITH LAWS

There are no exceptions to the representations and warranties made in Section 5.9 of the
Agreement.

Schedule 5.27 is hereby incorporated herein by this reference.
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Schedule 5.10(a)
CONTRACTS

Set forth below is a complete and accurate list of all:

(£) Material Contracts which were not entered into the ordinary course of business
Letter Agreement dated as of April 8, 2011, by and between the Company and Houlihan Lokey

(ii) Contracts with respect to which the Company or a Company Subsidiary has annual payment
obligations of more than $500,000 that are not terminable by the Company or the Company
Subsidiaries on less than six {(6) months’ notice

Master Agreement dated December 6, 2010, by and between the Company and AT&T Corp.

Master Service Agreement dated April 30, 2011, by and between the Company and Health Risk

Partners, LLC

iii) Contracts with respect to which a third party has annual payment obligations to the
ompany or a Compan bsidiary or more t 00, and which extend for a term of mor

than one vegr after the Closing

Managed Pharmacy Benefit Services Agreement dated January 1, 2006 (as amended, extended,
renewed, supplemented or otherwise modified from time to time), by and between Arcadian
Health Plan, Inc. and its affiliates and SilverScript, Inc. an affiliate of Caremark PCS Health,
LLP. (Caremark is obligated to deliver manufacturer rebates to Arcadian) (This contract is set
to expire on December 31, 2011)

Stop Loss Insurance Policies from January 1, 2011, through December 31, 2011, by and between
HCC Life Insurance Company and:

Entity Operating in

Arcadian Health Plan, Inc. AZ, CA, ME, MO, NH. SC, VA, WA
Arcadian Health Plan, Inc. dba Texas Community Care ™

Arkansas Community Care, Inc. AR, OK

Arcadian Health Plan of Georgia, Inc. GA

Arcadian Health Plan of Louisiana, Inc. LA

Arcadian Health Plan of North Carolina, Inc. NC

Arcadian Health Plan of New York, Inc. NY

(iv) Contracts under which the Company or the Company Subsidiaries has paid an amount in

excess of $500,000 during the twelve (12) month period ending December 31, 2010 and that is
not terminable by the Company or the Company Subsidiaries on less than six (6) months’ notice

Master Agreement dated November 20, 2010, by and between Arcadian Management Services,
[nc. and AT&T Corp.

Master Service Agreement dated April 30, 2011, by and between Arcadian Management
Services, Inc. and Health Risk Partners, LLC
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(v) Contracts under which the amount payable by the Company or a Company Subsidiary is
dependent on the revenue, income or other similar measure of the Company, a Compan
Subsidiary or any other Person

None

(vi) Real Property Leases
Schedule 5.11 is hereby incorporated herein by this reference.

(vii) Contracts pursuant to which the Company or any Company Subsidiary leases any personal
property from or to any third party and having an annual rent in excess of 200,000

None

(viii) Contracts relating to any Indebtedness of the Company or a Company Subsidiary
Schedule 5.6(b) is hereby incorporated herein by this reference.

(ix) Contracts of the Company or the Company Subsidiaries with their respective officers,
directors or employees

Schedule 5.23 is hereby incorporated herein by this reference.

x) Contracts pursuant to which the Company or a Company Subsidiary licen ny material
Intellectual Property (other than off-the-shelf software

None

(xi) Contracts which place any material limitation on the Company or a Company Subsidigry
with respect to the method of conducting, or scope of, the Business

Schedules 5.10(aXxiii}B) and 5.10(d) are hereby incorporated herein by this reference.

Outsourced Services Agreement dated May 1, 2007 by and between Calibrated Healthcare
Network, LLC and Arcadian Management Services, Inc.

Services Agreement dated July 2, 2010 by and between Arcadian Health Plan(s) and Direct Print
Communications, Inc.

Service Agreement dated December 1, 2006 by and between Social Service Coordinators, Inc.
and Arcadian Health Plan, Inc., Arkansas Community Care, Inc., Arcadian Health Plan of
Georgia, Inc.

xii) Contracts which create a joint venture, limited liability company, partnership or any other

mnaterial contract or agreement involving a sharing of profits, losses, costs or liabilities by the

Company or any of the Company Subsidiaries with any other Person

None
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(xiii)(A) all Contracts with hospitals involving payments by or to the Company or any of the
Company Subsidiaries of 31,000,000 or more on an annual basis

Medical Services Agreement dated March 20, 2006 by and between Sparks PremiereCare and
Arkansas Community Care, Inc.

Hospital Services Agreement dated January 1, 2007 by and between East Texas Medical Center
Regional Healthcare System and Arcadian Health Plan, Inc.

Hospital and Physician Services Agreement dated December 26, 2007 by and between Maine
Medical Center and Arcadian Health Plan, Inc.

Medical Services Agreement dated March 6, 2007 by and between Regional HealthPlus and
Arcadian Health Plan, Inc.

Hospital Letter of Agreement dated June 7, 2005 by and between Kingman Regional Medical
Center and Arcadian Health Plan, Inc.

Hospital Services Agreement dated June 1, 2007 by and between Medical University Hospital
Authority and Arcadian Health Plan, Inc.

Hospital Letter of Agreement dated May 16, 2007 by and between Pitt County Memorial
Hospital and Arcadian Health Plan or North Carolina, Inc.

Network Letter of Agreement dated June 28, 2008 by and between Central and Western Maine
Regional Physician Hospital Organization and Arcadian Health Plan, Inc.

Hospital Services Agreement dated February 11, 2005 by and between El Paso Healthcare
System, Ltd. and Arcadian Health Plan, Inc.

Network Letter of Agreement dated December 11, 2008 by and between Central Georgia Health
Network and Arcadian Health Plan, Inc.

PHO Letter of Agreement dated August 28, 2008 by and between Marshall Regional Medical
Center and Arcadian Health Plan, Inc.

Hospital Services Agreement dated February 19, 2008 by and between Christus Medical Group
and Arcadian Health Plan, Inc.

Hospital Services Agreement dated August 20, 2010 by and between CareAlliance Health
Services and Arcadian Health Plan, Inc.

Letter of Agreement dated October 6, 2006 by and between Providence Health Care and
Arcadian Health Plan, Inc.

Hospital Services Agreement dated October 26, 2007 by and between Tenet Hospitals Limited
and Arcadian Health Plan, Inc.

Hospital Services Agreement dated March 14, 2006 by and between Memorial Health University
Medical Center, Inc. and Arcadian Health Plan, Inc.

Facility Participation Agreement dated July 11, 2006 by and between Trident Medical Center,
LLC and Arcadian Health Plan, Inc.
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Hospital Letter of Agreement dated January 1, 2009 by and between Kaweah Delta Health Care
District and Arcadian Health Plan, Inc.

Hospital Letter of Agreement dated July 3, 2007 by and between St. Francis Hospital and
Arcadian Health Plan of Georgia, Inc.

Hospital Services Agreement dated March 20, 2006 by and between Baptist Health and Arkansas
Community Care, Inc.

Network Letter of Agreement dated March 6, 2007 by and between Sisters of Charity Health
System, Inc. and Arcadian Health Plan, Inc.

Medical Services Agreement dated June 11, 2009 by and between Maine Network for Health and
Arcadian Health Plan, Inc.

Hospital Services Agreement dated May 20, 2005 by and between St. Vincent Health System
and Arcadian Health Plan, Inc.

Medical Services Agreement dated February 6, 2009 by and between Freeman Health System
and Arcadian Health Plan, Inc.

Hospital Services Agreement dated October 6, 2009 by and between El Paso County Hospital
District and Arcadian Health Plan, Inc.

Hospital Services Agreement dated February 14, 2007 by and between Wadley Regional
Medical Center and Arcadian Health Plan, Inc.

Hospital Services Agreement dated February 17, 2009 by and between White County Medical
Center and Arcadian Health Plan, Inc.

Network Letter of Agreement dated February 12, 2008 by and between Baptist St. Anthony's
Provider Network and Arcadian Health Plan, Inc.

Hospital Letter of Agreement dated March 7, 2008 by and between Cumberland County Hospital
System, Inc. and Arcadian Health Plan or North Carolina, Inc.

Hospital and Physician Services Agreement dated March 8, 2007 by and between Mercy
Hospital and Arcadian Health Plan, Inc.

Medical Services Agreement dated March 1, 2007 by and between Partners Health Network and
Arcadian Health Plan, Inc.

Provider Letter of Agreement dated January 5, 2009 by and between LSU Healthcare Network
and Arcadian Health Plan of Louisiana, Inc.

Network Letter of Agreement dated February 26, 2008 by and between Kennebec Region Health
Alliance and Arcadian Health Plan, Inc.

Hospital Services Agreement dated July 1, 2005 by and between Northern Arizona Healthcare
and Arcadian Health Plan, Inc.

Hospital Services Agreement dated August 11, 2005 by and between Yavapai Regional Medical
Center and Arcadian Health Plan, Inc.
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Hospital Services Agreement dated October 30, 2009 by and between Hualapai Mountain
Medical Center, LP and Arcadian Health Plan, Inc.

Network Letter of Agreement dated February 28, 2007 by and between Northeast Louisiana
Physician Hospital Organization and Arcadian Health Plan, Inc.

Hospital Letter of Agreement dated April 7, 2009 by and between MCG Healith, Inc. and
Arcadian Health Plan of Georgia, Inc.

Facility Participation Agreement dated July 11, 2006 by and between Walterboro Community
Hospital, Inc. and Arcadian Health Plan, Inc.

Hospital Letter of Agreement dated June 3, 2008 by and between St. Joseph's Hospital Health
Center and Arcadian Health Plan of New York, Inc.

Hospital Services Agreement dated January 31, 2007 by and between Southern Maine Medical
Center and Arcadian Health Plan, Inc.

Hospital Services Agreement dated August 11, 2005 by and between Daughters of Charity
Health Services of Austin and Arcadian Health Plan, Inc.

Hospital Services Agreement dated January 25, 2005 by and between Kennewick General
Hospital and Arcadian Health Plan, Inc.

Medical Services Agreement dated August 1, 2008 by and between University of Texas Health
Science Center and Arcadian Health Plan, Inc.

Hospital Services Agreement dated February 10, 2005 by and between Kadlec Medical Center
and Arcadian Health Plan, Inc.

Hospital Services Agreement dated July 11, 2007 by and between MedCath of Little Rosk, LLC
and Arkansas Community Care, Inc.

Hospital Services Agreement dated January 31, 2005 by and between Yakima H.M.A., Inc. and
Arcadian Health Plan, Inc.

Hospital Services Agreement dated June 23, 2009 by and between East El Paso Physicians
Medical Center, LLC and Arcadian Health Plan, Inc.

Hospital Services Agreement dated June 24, 2004 by and between Empire Health Services, Inc.
and Arcadian Health Plan, Inc.

Hospital Agreement dated February 14, 2007 by and between National Park Medical Center and
Arkansas Community Care, Inc.

Hospital Letter of Agreement dated May 16, 2007 by and between East Carolina Health -
Heritage, Inc. and Arcadian Health Plan or North Carolina, Inc.

Medical Services Agreement dated January 1, 2008 by and between Southwestern Louisiana
Physician-Hospital Organization and Arcadian Health Plan, Inc.

Participating Provider Agreement dated J anuAry 1, 2008 by and between UNC Hospitals and The
Beacon Company for the benefit of Arcadian Health Plan of North Carolina
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Participating Provider Agreement dated January I, 2008 by and between Carteret General
Hospital and The Beacon Company for the benefit of Arcadian Health Plan of North Carolina

Network Letter of Agreement dated May 1, 2008 by and between Southwest Louisiana Hospital
Association and Arcadian Health Plan of Louisiana, Inc.

Letter of Agreement dated June 1, 2010 by and between Washington Regional Medical Center
and Walker Heart Institute Cardiovascular Clinic and Arkansas Community Care, Inc.

Participating Provider Agreement dated January 1, 2008 by and between Lenoir Memorial
Hospital and The Beacon Company for the benefit of Arcadian Health Plan of North Carolina

Hospital Letter of Agreement dated May 9, 2008 by and between The Moses H. Cone Memorial
Hospital Operating Corporation, The Cardiovascular Diagnostic Center, LLC, and Moses Cone
Medical Services, Inc. and Arcadian Health Plan or North Carolina, Inc.

Network Letter of Agreement dated March 27, 2008 by and between Waldo County General
Hospital and Arcadian Health Plan, Inc.

Hospital and Physician Services Agreement dated January 28, 2008 by and between Goodall
Hospital and Arcadian Health Plan, Inc.

Hospital Letter of Agreement dated March 27, 2008 by and between Redington-Fairview
General Hospital and Arcadian Health Plan, Inc.

Hospital Letter of Agreement dated February 2, 2009 by and between Community General
Hospital and Arcadian Health Plan of New York, Inc.

Hospital Services Agreement dated September 23, 2010 by and between Tulare Local Health
Care District and Arcadian Health Plan, Inc.

Hospital Services Agreement dated February 25, 2009 by and between Select Medical
Corporation and Arcadian Health Plan, Inc.

Participating Provider Agreement dated December 28, 2007 by and between Beaufort County
hospital Association and The Beacon Company for the benefit of Arcadian Health Plan of North
Carolina

Medicare Advantage Plan Participation Proposal dated April 8, 2008 by and between Lafayette
General Medical Center and Arcadian Heatth Plan, Inc.

Participating Provider Agreement dated March 8, 2007 by and between Coastal Carolina Health
Network, [nc. and The Beacon Company for the benefit of Arcadian Health Plan of North
Carolina

Hospital Services Agreement dated February 1, 2006 by and between Qur Lady of Lourdes
Hospital at Pasco and Arcadian Health Plan, Inc.

Hospital and Physician Services Agreement dated January 1, 2009 by and between Maine Health
and Arcadian Health Plan, Inc.

Hospital Letter of Agreement dated January 1, 2010 by and between Sierra View District
Hospital and Arcadian Health Plan, Inc.
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Hospital Services Agreement dated July 1, 2007 by and between Dubuis Health System, Inc. and
Arcadian Health Plan, Inc.

Hospital Services Agreement dated January 1, 2008 by and between Louisiana State University
Health Sciences Center-Shreveport, LSUHCS-Shreveport University Hospital, LSUHSC-
Shreveport Allied Health Faculty Clinic and LSUHSC-Shreveport on behalf of E.A. Conway
Medical Center and Arcadian Health Plan, Inc.

Hospital Services Agreement dated January 1, 2009 by and between Kindred Healthcare
Operating, Inc. and Arcadian Health Plan, Inc.

Letter of Agreement dated August 12, 2010 by and between Minden Medical Center and
Arcadian Health Plan of Louisiana, Inc.

Facility Services Agreement dated July 26, 2006 by and between Comerstone Healthcare Group
and Arcadian Health Plan, Inc.

Hospital Services Agreement dated September 17, 2005 by and between Highlands Regional,
L.P. and Arcadian Health Plan, Inc.

Hospital Services Agreement dated June 25, 2007 by and between Triumph Hospital El Paso and
Arcadian Health Plan, Inc.

Facility Services Agreement dated September 5, 2006 by and between Arkansas Surgical
hospital and Arkansas Community Care, Inc.

Ancillary Services Agreement dated August 22, 2008 by and between R.E. Thomason General
Hospital and Arcadian Health Plan, Inc.

Hospital Letter of Agreement dated May 25, 2007 by and between Maine Coast Memorial
Hospital and Arcadian Health Plan, Inc.

Medical Services Agreement dated May 24, 2006 by and between PremierCare Northwest and
Arkansas Community Care, Inc.

Hospital Services Agreement dated February 5, 2010 by and between Longview Medical Center
LP and Arcadian Health Plan, Inc.

Hospital Services Agreement dated March 20, 2006 by and between St. Joseph’s Mercy Medical
Center and Arkansas Community Care, Inc.

Clinic Services Agreement dated November 5, 2009 by and between Carilion Clinic and
Arcadian Health Plan, Inc.

Hospital Letter of Agreement dated January 29, 2006 by and between Mid Coast Hospital and
Arcadian Health Plan, Inc.

Hospital Letter of Agreement dated March 8, 2007 by and between St. Mary's Health Care
System and Arcadian Health Plan of Georgia, Inc.

Hospital Services Agreement dated January 1, 2008 by and between Saint Joseph's at East
Georgia, Inc. and Arcadian Health Plan of Georgia, Inc.
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Network Letter of Agreement dated March 6, 2007 by and between St Joseph Hospital
Foundation and Arcadian Health Plan, Inc.

Hospital Letter of Agreement dated March 23, 2005 by and between University Medical Center
Corporation and Arcadian Health Plan, Inc.

Medical Services Agreement dated January 31, 2007 by and between Evergreen Medical Group,
LLC and Arcadian Health Plan, Inc.

Hospital Services Agreement dated December 16, 2008 by and between Crouse Health Hospital,
Inc. and Arcadian Health Plan of New York, Inc.

Medical Services Agreement dated February {8, 2009 by and between St. John's Health System
Network and Arcadian Health Plan, Inc.

Medical Services Agreement dated July 10, 2006 by and between Saline First Care PHO and
Arkansas Community Care, Inc.

(xiii}(B) all exclusive or preferred (within a market) Provider Contracts of the Company or a
Company Subsidia

Schedule 5.10(d) is hereby incorporated herein by this reference.

Clinic Services Agreement dated November 5, 2009 by and between Arcadian Health Plan, Inc.
and Carilion Clinic

Medical Services Agreement dated January 1, 2006, by and between Arkansas Community Care,
Inc. and PremierCare Northwest

Medical Services Agreement dated January 1, 2010, by and between Arcadian Health Plan, Inc.
and St. John’s Health System Network

Network Letter of Agreement dated February 12, 2008 by and between Baptist St. Anthony's
Provider Network and Arcadian Health Plan, Inc.

Hospital Agreement dated February 14, 2007 by and between National Park Medical Center and
Arkansas Community Care, Inc.

Hospital Services Agreement dated May 20, 2005 by and between St. Vincent Health System
and Arcadian Health Plan, Inc.

(i C) any Contract of the Company or a Company Subsidiary for access to or use of a third
party’s network of contracted Providers (i.e., network rental agreements)

Provider Letter of Agreement dated May 16, 2008, by and between Arcadian Health Plan, Inc.
and Visalia Medical Clinic

Network Letter of Agreement dated February 25, 2008, by and between Arcadian Health Plan,
Inc. and Central and Western Maine Regional Physician Hospital Organization

Medical Services Agreement (Network) dated June 11, 2009, by and between Arcadian Health
Plan, Inc. and Maine Network for Health
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Medical Services Network Agreement dated January 8, 2007, by and between Arcadian Health
Plan, Inc. and The Beacon Company

Provider Letter of Agreement dated November 13, 2008, by and between Arcadian Health Plan,
Inc. and Family Care Medical Group, PC

Medical Services Agreement (Provider Group) dated April 14, 2008, by and between Arcadian
Health Plan, Inc. and Palmetto Primary Care Physicians

Network Letter of Agreement dated December 11, 2008, by and between Arcadian Health Plan,
Inc. and Central Georgia Health Network

Clinic Services Agreement dated November 5, 2009 by and between Arcadian Health Plan, Inc.
and Carilion Clinic

Hospital Letter of Agreement dated March 4, 2009, by and between Arcadian Health Plan, Inc.
and Chesapeake Regional Medical Center

xiv) any Contract of the Company or a Company Subsidiary with respect to any risk sharing or
risk transfer arrangement or that provides for a retroactive premium or similar adjustment or

withholding arrangement

Ancillary Services Agreement dated June 1, 2004 (as amended, extended, renewed,
supplemented or otherwise modified from time to time), by and between Arcadian Health Plan,
Inc. and Vision Service Plan

Ancillary Services Agreement dated January 1, 2009 (as amended, extended, renewed,
supplemented or otherwise modified from time to time), by and between Arcadian Health Plan,
Inc. and Liberty Dental Plan Corporation

Medical Services Agreement dated November 10, 2009 by and between Arcadian Heaith Plan,
Inc. and San Luis Obispo Select [PA

Medical Services Agreement dated January 1, 2010, by and between Arcadian Health Plan, Inc.
and Midcoast Care [PA

(xv) Contracts of the Company or any Company Subsidiary with a thir which contain an
exclusivity right in favor of a third including any obligation to purchase goods or services

from or refer parties to any third party
Schedule 5.10(d) and 5.10(a)(xiii}(B) are hereby incorporated herein by this reference.

(xvi) any Contract of the Company or a Company Subsidiary with a Governmental Authority
(other than any customer Contracts with any Goyvernmental Authority)

None

(xvii) any Contract of the Company or a Company Subsidiary with a Governmental Authority,
including {A} customer Contracts with any Governmental Authority involvin ments by or to
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the Company or any of the Company Subsidiaries, of more than $500,000 on an annual basis,

B) Contracts with S, and (C) Contracts with any state Medicaid agen

Contract with Eligible Medicare Advantage (MA) Organization dated October 4, 2010 by and
between Arcadian Health Plan, Inc. and the Centers for Medicare & Medicaid Services (CMS)

Contract with Eligible Medicare Advantage (MA) Organization dated October 4, 2010 by and
between Arkansas Community Care, Inc. and the Centers for Medicare & Medicaid Services
(CMS)

Contract with Eligible Medicare Advantage (MA) Organization dated October 4, 2010 by and
between Arcadian Health Plan, Inc. (in Arizona) and the Centers for Medicare & Medicaid
Services (CMS)

Contract with Eligible Medicare Advantage (MA) Organization dated October 4, 2010 by and
between Arcadian Health Plan of Georgia, Inc. and the Centers for Medicare & Medicaid
Services (CMS)

Contract with Eligible Medicare Advantage (MA) Organization dated October 4, 2010 by and
between Arcadian Health Plan of Louisiana, Inc. and the Centers for Medicare & Medicaid
Services (CMS)

Contract with Eligible Medicare Advantage (MA) Organization dated October 4, 2010 by and
between Arcadian Health Plan, Inc. (in Maine) and the Centers for Medicare & Medicaid
Services (CMS)

Contract with Eligible Medicare Advantage (MA) Organization dated October 4, 2010 by and
between Arcadian Health Plan of North Carolina, Inc. and the Centers for Medicare & Medicaid
Services (CMS)

Contract with Eligible Medicare Advantage (MA) Organization dated October 4, 2010 by and
between Arcadian Health Plan of New York, Inc. and the Centers for Medicare & Medicaid
Services (CMS)

Contract with Eligible Medicare Advantage (MA) Organization dated October 4, 2010 by and
between Arcadian Health Plan (in Oklahoma) and the Centers for Medicare & Medicaid Services
(CMS)

Contract with Eligible Medicare Advantage (MA) Organization dated October 4, 2010 by and
between Arcadian Health Plan, Inc. (in South Carolina) and the Centers for Medicare &
Medicaid Services (CMS)

Contract with Eligible Medicare Advantage (MA) Organization dated October 4, 2010 by and
between Arcadian Health Plan, Inc. (in Texas) and the Centers for Medicare & Medicaid
Services (CMS)

Memorandum of Agreement dated January 1, 2010, (as amended) by and between Arkansas
Community Care, Inc. and Arkansas Department of Human Services

Short Form Contract dated December 1, 2010, by and between Arcadian Health Plan, Inc. and
Department of Health Care Services, State of California
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Medicare Advantage Health Plan Agreement dated January 1, 2011 by and between Arcadian
Health Plan of Georgia, Inc. and the Georgia Department of Community Health

Agreement dated January 1, 2010, (as amended) by and between Arcadian Health Plan of
Louisiana, Inc. and Louisiana Department of Health and Hospitals

Agreement dated January 1, 2010, by and between Arcadian Health Plan, Inc. and the Maine
Department of Health and Human Services

Agreement dated January 1, 2011, by and between Arcadian Health Plan, Inc. and the Missouri
Department of Social Services

Coordination of Benefits Agreement dated January 1, 2011, by and between Arcadian Health
Plan of New York, Inc. and the New York State Department of Health

Contract dated January 1, 2011, by and between Arcadian Health Plan, Inc. and the Oklahoma
Health Care Authority

Memorandum of Agreement date January 1, 2010, (as extended) by and between Arcadian
Health Plan, Inc. and the South Carolina Department of Health and Human Services

Agreement dated August 23, 2010, by and between Arcadian Health Plan, Inc. and the Texas
Health and Human Services Commission

Agreement dated August 25, 2010, by and between Arkansas Community Care, Inc. and the
Texas Health and Human Services Commission

Agreement dated September 26, 2009, (as amended) by and between Arcadian Health Plan, Inc.
and the State of Washington Department of Social and Health Services
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Schedule 5.10(c)

CONTRACTS REQUIRING PAYMENT IN CONNECTION WITH TRANSACTIONS

Set forth below are all Contracts to which any of the Company or the Company Subsidiaries is a
party which would require a payment or other form of consideration to any Person in connection
with the Transactions to which any of the Company or the Company Subsidiaries is a party:

Schedules 5.17(b) and 5.17(c) are hereby incorporated herein by this reference.
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Schedule 5.10(d)
EXCLUSIVE CONTRACTS

Set forth below are all Contracts 10 which any of the Company or the Company Subsidiaries is a
party which (A) contain any exclusivity right in favor of a third party, including any obligation to
purchase goods or services from or refer parties to any third party and (B) which exclusivity
provisions would be binding on Parent or any of its Affiliates (other than on the Company and
the Company Subsidiaries) following the Closing:

Managed Pharmacy Benefit Services Agreement Medicare Part D between Arcadian Health
Plan, Inc., and its affiliates and Silverscript, Inc., an affiliate of CaremarkPCS Health, LLP, with
all amendments and attachments thereto, including the Pricing Implementation Document,
effective as of January 1, 2006.

Clinical Assessment Solutions (CAS) Health Quality and Risk Scoring Enhancement Services,
Product Schedule for Full Services dated March 15, 2010, by and between Ingenix and Arcadian
Management Services, Inc. on behalf of its affiliates and subsidiaries, having received approval
from CMS of the U.S. Department of Health and Human Services to offer one or more Medicare
Advantage Prescription Drug Plan(s). The Schedule is made part of the Master Services and
License Agreement between Ingenix and Customer, dated December 1, 2009.
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Schedule 5.10(e)
INTRA COMPANY GROUP CONTRACTS

Set forth below is a complete list of Contracts between any of the Company or any Company
Subsidiary on the one hand and any of the Company or any Company Subsidiary on the other
hand:

Administrative Services Agreement dated June I, 2004 by and between the Company and
Arcadian Health Plan, Inc. as amended by the First Amendment dated April 1, 2005 and the
Second Amendment dated April 1, 2006.

Access Agreement dated April 1, 2005 by and between Arcadian Health Plan, Inc. and Arkansas
Community Care, Inc.

Administrative Services Agreement dated July 11, 2007 by and between the Company and
Arcadian Health Plan of North Carolina, Inc.

Cost Allocation and Shared Services Agreement dated August 14, 2007 by and between
Arcadian Health Plan, Inc., Arkansas Community Care, Inc., and Arcadian Health Plan of
Georgia, Inc.

Amendment to Cost Allocation and Shared Services Agreement dated July 11, 2007 by and
between Arcadian Health Plan, Inc., Arkansas Community Care, Inc., Arcadian Health Plan of
Georgia, Inc., and Arcadian Health Plan of North Carolina, Inc.

Amendment to Cost Allocation and Shared Services Agreement dated August 14, 2007 by and
between Arcadian Health Plan, Inc., Arkansas Community Care, Inc., and Arcadian Health Plan
of Georgia, Inc., and Arcadian Health Plan of Louisiana, Inc.

Management and Administrative Services Agreement dated October 6, 2008 by and between
Arcadian Health Plan, Inc. and Arcadian Health Plan of New York, Inc.

Management and Administrative Services Agreement dated October 6, 2008 by and between the
Company and Arcadian Health Plan of New York, Inc.

Management and Administrative Services Agreement Fee Waiver dated January 1, 2010 by and
between the Company and Arcadian Health Plan of New York, Inc.

Tax Allocation Agreement dated January 1, 2009 by and among the Company and Arcadian
Health Plan, Inc., Arkansas Community Care, Inc., Arcadian Health Plan of Georgia, Inc.,
Arcadian Health Plan of North Carolina, Inc., Arcadian Health Plan of Louisiana, Inc., and
Arcadian Health Plan of New York, Inc.

Administrative Services Agreement dated May 25, 2006 by and between the Company and
Arcadian Health Plan of Georgia, Inc.
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Schedule 5.11
LEASES AND SUBLEASES

Set forth below is a complete and correct list of all leases and subleases (as heretofore amended,
extended, renewed, supplemented or otherwise modified) pursuant to which the Company or a
Company Subsidiary leases (as lessor or lessee), holds or occupies real property:

Office Lease dated October 22, 2007 by and between Arcadian Health Plan, Inc., as tenant, and
7500 Viscount Partners, as landlord, as amended by First Amendment to Lease Agreement dated
April 15, 2011, for the property located at 7500 Viscount, Suite 292, El Paso, TX

Office Lease dated April 28, 2005 by and between Arcadian Health Plan, Inc. dba Texas
Community Care, as tenant, and Austin Oakpointe, Ltd, as landlord, as amended by First
Amendment to Lease Agreement dated May 4, 2005, Second Amendment to Lease Agreement
dated April 9, 2008 and Third Amendment to Lease Agreement dated March 28, 2011, for the
property located at 9111 Jollyville Road, Suite 102, Austin, TX.

Office Lease dated August 17, 2005 by and between Arkansas Community Care, Inc., as tenant,
and Creek Front Place, Inc., as landlord, as amended by Lease Extension Agreement dated
March 22, 2010, for the property located at 3810 Front Street, Suite 8, Fayetteville, AR

Office Lease dated July 1, 2006 by and between Arkansas Community Care, Inc., as tenant, and
Sparks PremierCare, as landlord for the property located at 810 Lesington Avenue, Fort Smith,
AR

Office Lease dated August 11, 2005 by and between Arkansas Community Care, Inc., as tenant,
and Flake & Kelly Commercial, Agent for Corporate One Partnership, as landlord, as amended
by Lease Addendum Agreement dated March 30, 2007 and Lease Extension Agreement dated
March 22, 2010 for the property located at 10025 West Markham, Suite 220, Little Rock, AR

Office Lease dated December 1, 2008 by and between Arcadian Health Plan, Inc., as tenant, and
Kunco, LLC, as landlord for the property located at 3767 Karicio Lane, suite 1-D, Prescott, AZ

Sublease Agreement dated May 19, 2009 by and between the Company, as tenant, and ELM
Resources, Inc, as landlord for the property located at 500 12 Street, Suites 340-360, Oakland,
CA

Office Lease dated April 27, 2006 by and between the Company, as tenant, and the 1998 Victor
William Schaff and Susan Marie Schaff Revocable Trust dated June 19, 1998, as landlord, as
amended by the First Amendment to Lease dated May 5, 2009 for the property located at 6450
Via Real, Suites 6-10, Carpinteria, CA

Office Lease dated March 22, 2006 by and between the Company, as tenant, and ARI Overland,
LLC, as landlord, as amended by Amendment 1 to Lease dated March 2007, for the property
located at 955 Overland Court, Suites 180 & 200, San Dimas, CA

Lease Agreement dated July 29, 2009 by and between the Company, as tenant, and 805

Aerovista Partners LLC, as landlord for the property located at 805 Aerovista Drive, Suites 205,
San Luis Obispo, CA
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Office Lease dated October 6, 2006 by and between Arcadian Health Plan, Inc., as tenant, and
Dead River Atlantic Place LLC, as landlord, as amended by Lease Amendment dated July 23,
2009, for the property located at 49 Atlantic Place, South Portland, ME

Office Sublease dated August 13, 2009 by and between Arcadian Health Plan, Inc., as tenant,
and Guardian Fund Il - Twin Oaks, LLC, as landlord for the property located at 5700 Lake
Wright Drive, Suite 101, Norfolk, VA

Office Lease dated August 3, 2010 by and between Arcadian Heaith Plan, Inc., as tenant, and
Southeast Capital Management, LLC, as landlord, as amended by First Lease Amendment dated
September 13, 2010, for the property located at 7301 Rivers Avenue, Suite 110, North
Charleston, SC

Office Lease dated October 5, 2009 by and between Arcadian Health Plan, Inc.. as tenant, and
Ridgeview Properties, LLC, as landlord, as amended by Lease Extension Agreement #1 dated
April 27, 2011, for the property located at 3335 East Ridgeview, Springfield, MO

Office Sublease dated August 10, 2007 by and between Arcadian Health Plan of North Carolina,
[nc., as subtenant, and The Castleton Group, Inc., as sublandlord for the property located at 4101
Lake Boone Trail, Suite 100, Raleigh, NC

Office Lease dated July 31, 2009 by and between Arcadian Health Plan of North Carolina, Inc.,
as tenant, and Murray Investment Company No. 1, LLC, as landlord for the property located at
4600 Marriott Drive, Suite 100, Raleigh, NC

Office Lease dated August 24, 2006 by and between Arcadian Health Plan, Inc., as tenant, and
Glen J. Koepenick, as landlord, as amended by First Lease Amendment dated September 23,
2009, for the property located at 2420 Mall Drive, Suite 206, North Charleston, SC

Office Lease dated September 15, 2008 by and between the Company, as tenant, and NC Owner
LLC, as landlord, as amended by First Amendment to Lease dated July 28, 2011, for the property
located at 8520 Cliff Cameron Drive, Suite 420, Charlotte, NC

Office Lease dated August 15, 2007 by and between Arcadian Health Plan of Georgia, Inc., as
sublessee, and Access Integrated Networks, Inc., as sublessor, as amended by Amendment
Number One dated August 29, 2007 and Amendment Number Two dated September 8, 2010, for
the property located at 3920 Arkwright Road, Suite 365, Macon GA

Office Lease dated September 20, 2004 by and between Arcadian Health Plan, as tenant, and
Walter B. Worthy and Karen L. Worthy, husband and wife, dba W & K Invesetments, as
landlord, as amended by Amendment "One” to Lease, by and between Ted Durant & Associates,
Inc., as Receiver for Rock Pointe Corporate Center, and Arcadian Health Plan, dated January 4,
2011, for the property located at 1330 N. Washington Street, Suite 3500, Spokane, WA

Office Lease dated July 27, 2007 by and between Arcadian Health Plan of Louisiana, Inc., as
tenant, and Pierremont Office Park [ & [I, LLC, as landlord, as amended by First Extension of
Lease dated July 29, 2009, Second Extension of Lease dated August 26, 2010 and Third
Moadification and Extension of Lease dated May 13, 2011, for the property located at 920
Pierremont Road, Suite 506, Shreveport, LA
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Office Lease dated August 18, 2008 by and between Arcadian Health Plan of New York, Inc., as
tenant, and Hub Properties Trust, as landlord, as amended by First Amengment to Lease dated
June 21, 2011, for the property located at 100 Elwood Davis Road, North Syracuse, NY

There are no exceptions to the representations and warranties made in Section 3.11 of the
Agreement.
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Schedule 5.12(b)
ENVIRONMENTAL LAW ACTIONS

There are no exceptions to the representations and warranties made in Section 5.12(b) of the
Agreement.
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Schedule 5.12(¢)
COMPLIANCE WITH ENVIRONMENTAL LAWS

There are no exceptions to the representations and warranties made in Section 5.12(c) of the
Agreement.
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Schedule 5.12(e)
HANDLING OF HAZARDOQUS SUBSTANCES

There are no exceptions to the representations and warranties made in Section 5.12(e) of the
Agreement.
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Schedule 5.13(a)
COMPANY INTELLECTUAL PROPERTY

Set forth below is a complete and accurate list of all Company Intellectual Property:

l. Registered Trademarks

Filing Date/ Filing Application/
Company Title Registration Date | Jurisdiction Status Registration No.
Arcadian | Desert Canyon Community 05/20/2005 Arizona Expires 49602
Health Care, Health Care For Your Department 512072018
Plan, Inc. | Community, Logo for of State
Arcadian Health Plan, Inc.
2. Software Licenses
Name Vendor Term
EZCAP MZ1 173172005 - Evergreen
SymKey HCIM 6/4/2011 - 6/3/2014
AOS PPMSI 5/8/2002 - Evergreen
ADTEMPUS ARCANA Development Renew in 2012
Cactus Computer Technology Corp 12/17/2010 - 12/16/2011
Administep Legacy Currently Negotiating
Market Prominence Continuum 11/1/2005 - Evergreen
[nterqual Mckesson 63072011 - 8/3112015
CCMS /CM /DM McKesson 6/307201 1 - 8/312015
Xpress Encounter Pro MDE (Medical Data Express) 8/172011 - Subscription
FACSYS Solgenia 7/20/201 1 - 7/19/2012
IDMFAX Goodale Systems Inc. 8/172011 - 7/31/2012
FLYDOC Esker 117152010 - 1 1/14/201 |
Biztalk Integration NSoft 8/28/2011 - 82772012
Postini Google 6/30/2011 - 6/29/2012
Contract Assistant Blueridge Software 11/10/2010 - 11/9/201 |
Encoder Plus Micro-Dyn Medical Systems 12/1/2010 - 12/17201 1

Agreement for Product & Services, dated as of December 31, 2007, by and between ACTEK,
[nc. and Arcadian Management Services, Inc.

Addendum A to Software License Agreement, dated June 4, 2008, by and between HealthCare
[nformation Management, Inc. and Arcadian Management Services, Inc. for the license term
from June 4, 2011 to June 3, 2014

Software Maintenance and Support Agreement, dated November 10, 2009, by and between
Blueridge Software, Inc. and Arcadian Management Services, Inc.

Master License and Services Agreement, dated as of December 20, 2010, by and between

Computer Technology Corporation dba Cactus Software and Arcadian Health Plan, Inc. for the
license term beginning December 20, 2010 with automatic renewal terms of | year
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FlyDoc Service Agreement, dated as of November 15, 2010, by and between Esker, Inc. and
Arcadian Management Services, Inc. (agreement set to expire on November 14, 201 1)

Software License Agreement, dated as of May 8, 2002, by and between Arcadian Management
Services, Inc. and Pacific Partners Management Services, Inc., as amended by that certain Add
On Addendum to Software License Agreement, dated February L5, 2005

Order Form, dated July 15, 2008, by and between Arcadian Management Services, Inc. and
McKesson Heaith Solutions LLC for the license term from July 15, 2008 to August 31, 2015

Software License Agreement, dated August 9, 2011, by and between Arcadian Management
Services, Inc. and Medical Data Express, LLC

Solgenia™ FACSys® End User License Agreement and Solgenia™ FACSys® F.A.S.T. Annual
Support Agreement effective from July 11, 2011 to July 10, 2012

/n software, Inc., Software End User License Agreement and Annual Maintenance Agreement
effective from August 8, 2011 to August 8, 2012.

Software License Schedule by and between Micro-Dyn Medical Systems, Inc. and Arcadian
Management Services, Inc. effective from December 1, 2010 to December 1, 2011.

McKesson Health Solutions Master Agreement, dated as of July 15, 2008, by and between
McKesson Health Solutions, LLC and the Company.

3. Domain Names

http://www.ahpofok.com/
http://www.arcadiancommunitycare.com/
http://www .arkansascommunitycare.com/
http://www.columbiacommunitycare.com/
http://www.desertcanyoncommunitycare.com/
http://www.northeastcommunitycare.com/
http://www .ozarkhealthplan.com/
http://www.southeastcommunitycare.com/
http://www.spokanecommunitycare.com/
http://www.texarkanacommunitycare.com/
http://www.texascommunitycare.com/
http://www .arcadianhealth.com/
http://arcadianmgt.com/

4. "Doing Business As" and Product Names

State Entity Name filed with the DO} Product Name/DBA

Arkansas Community Care and
Arkansas Arkansas Community Care, Inc. Texarkana Community Care

=
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State Entity Name filed with the DOI Product Name/DBA

Arizons Arcadian Health Plan, Inc. Desert Canyon Community Care

California Arcadian Health Plan, Inc. Arcadian Community Care

Georgin Arcadian Health Plan of Georgia, Inc. Southeast Community Care

New Hampshire | Arcadian Health Plan, Inc.

Louisiana Arcadian Health Plan of Louisiana, Inc. Arcadian Community Care

Maine Arcadian Health Plan, Inc. Northeast Community Care

Missouri Arcadian Health Plan, Inc. Ozark Health Plan

North Carolina | Arcadian Health Plan of North Carolina, Inc. Southeast Community Care

New York Arcadian Heaith Plan of New York, Inc. Northeast Community Care

Oklahoma Arkansas Community Care dba Arcadian Health Plan | Arcadian Health Plan

South Carolina | Arcadian Health Plan, Inc. Southeast Community Care
Arcadian Health Plan, Inc and Arkansas Community

Texas Care, Inc. (4 TX counties under ACC, Inc.) Texas Community Care

Spokane Community Care and
Washington Arcadian Health Plan, Inc. Columbia Community Care
Virginia Arcadian Health Plan, Inc. Southeast Community Care
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Schedule 5.13(b)
CONFLICTS WITH INTELLECTUAL PROPERTY

None
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Schedule 5.16
PERMITS

Set forth below are all Permits held by the Company or any Company Subsidiary:

Subsidiary Jurisdiction Type of Permit / License
Arcadian Health Plan, Inc. Washington Health Care Service Contractor
Spokane City Business License
Arizona Health Care Services
Texas Health Maintenance Organization

South Carolina

Health Maintenance Organization

North Charleston City Business License

Maine Health Maintenance Organization
California Knox Keene License
Qakland City Business License
San Dimas City Business License
Missouri Health Maintenance Organization
New Hampshire Health Maintenance Organization
Virginia Health Maintenance Organization
Arcadian Health Plan of Georgia, Inc. Georgia Health Maintenance Organization
Arcadian Health Plan of North Carolina. Inc. North Carolina Health Maintenance Organization
Charlotte City Business License
Arkansas Community Care, Inc. Arkansas Health Maintenance Organization
Little Rock City Business License
Texas Health Maintenance Organization
Oklahoma Health Maintenance Organization
Arcadian Health Plan of Louisiana,. Inc. Louisiana Health Maintenance Organization
Arcadian Health Plan of New York, Inc. New York Health Maintenance Organization
Arcadian Management Services, Inc. California Oakland City Business License

San Dimas City Business License

Schedule 5.23(a) is hereby incorporated herein by this reference.

No Permit other than those listed above is necessary for the transaction of the Businesses of the
Company and the Company Subsidiaries as currently conducted.

No written notice of any violation has been received by the Company or any Company
Subsidiary in the past three (3) years in respect of any of the above Permits and there is no
proceeding which is pending or, to the Knowledge of the Company, threatened that is reasonably
likely to suspend or revoke or impose any material penalty or liability with respect to any such

Permit.
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Schedule 5.17(a)

EMPLOYEES

This schedule has been excluded due to confidentiality of information contained therein.




Schedule 5.17(b)
EMPLOYEES COMPENSATED BY CLOSING

This has been excluded due to confidentiality of information contained therein.



Schedule 5.17(¢)

EMPLOYEES WITH SPECIAL EMPLOYMENT AGREEMENTS

This schedule has been excluded due to confidentiality of information contained therein.




Schedule 5.17(f)
LABOR-RELATED CLAIMS, CHARGES AND LAWSUITS

There are no exceptions to the representations and warranties made in Section 5. 17(f} of the
Agreement.
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Schedule 5.18(a)
BENEFIT PLANS

Set forth below is a true and complete list of all Benefit Plans:

1997 Equity Incentive Plan
2007 Equity Incentive Plan
2011 Incentive Program
Project Sanction Remediation Retention Program
Arcadian Management Services, Inc. 401(k) Plan
Employee Benefits Plans include
e Kaiser Permanente Traditional Plan
Anthem Blue Cross HMO
Anthem Blus Cross Prudent Buyer
Anthem Blue Cross PPO
MetLife Group Policy KM 05591710-G (Dental)
VSP Group Vision Care Plan
Arcadian Cafeteria Plan
Anthem Blue Cross Life and Accidental Death and Dismemberment Insurance
Anthem Life Group Short Term Disability Insurance
Anthem Life Group Long Term Disability Insurance
Anthem Blue Cross Optional Life and Accidental Death and Dismemberment Insurance

® & & 5 & & & o ¢ o

Arcadian Management Services, Inc., Senior Executive Change in Control Severance Plan,
effective October 15, 2010

9
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Schedule 5.18(i)

2007 Equity [ncentive Plan

[n the event of a Change in Control, the total number of outstanding stock options issued
pursuant to the 2007 Equity Incentive Plan shall vest immediately prior to such Change in
Control.

WO02-WEST: |SWC1W03853014.3 -58-



Schedule 5.18(k)

NON-QUALIFIED DEFERRED COMPENSATIONPLAN

This has been excluded due to confidentiality of information contained therein.




Schedule 5.20

INSURANCE POLICIES

This schedule has been excluded due to confidentiality of information contained therein.




Schedule 5.21(a)
BANK ACCOUNTS

This scheduyle has been excluded dye ¢o conﬁdentiality of information contained therej,



Schedule 5.21(c)

COMPANY-ISSUED CREDIT CARDS

This has been excluded due to confidentiality of information contained therein.




Schedule 5.22(a)

ACCOUNTS RECEIVABLE AGING

Set forth below is a complete and accurate list of all accounts receivable (determined in

accordance with GAAP), with aging, of the Company und the Company Subsidiaries:

l. Accounts Receivable Aging Dated as of July 31, 2011

Description Total 0-30 Days 31-60 Days | 61-90 Days 90+ Days
140005 ~ AR - Trade 16,377,472 14,069,803 147,616 151,530 2,008,522
140010 - AR - DECMS - Pant C 143.865 27,940 22,133 18,996 74.795
140015 - AR~ DFCMS - Pant D 20,922 4,674 3,843 2512 9.894
140505 and 140510 (AR — Member 187,100 90,594 50,609 45,897

Premium - Part C&D)

141511 - AR ~ Final - Risk 14,746,410 14,746,410

Adjustment (201 1)

143561 - AR - Low Income Cost 904,991 904,991

Sharing (2011)

144061 - AR - Reinsurance (2011) 459,278 459,278

144509 - AR - PBM Rebates 73.198 73.198
(2009)

144510 - AR - PBM Rebates 1,369,952 1,369,952
(2010)

144511 - AR - PBM Rebates 7.055.273 1.007.896 1,662,279 859.626 3,525,472
(2011)

144600 - AR - Coverage Gap 428.681 428,681

Discount

Total 41,767,143 31,740,267 1,886.480 1,078,562 7,061,834
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Schedule 5.22(b)
ACCOUNTS PAYABLE AGING

Set forth below is a complete and accurate list of all accounts payable (determined in
accordance with GAAP), with due dates, of the Company and the Company Subsidiaries:

1. Accounts Payable Aging Dated as of August 12, 2011

Amount Current 31-60 61-90 91 and

Vendor Due Period Days Days Over
All's Well, Inc. $1,050.80 $1,050.80 $0.00 $0.00 $0.00
CDW Computer Centers, Inc. 37.748.59 37.748.59 - -] - -
Corporate Express Inc. (123.74) (123.74) - - -

Cross Telecom 3,687.50 - - - 3.687.50
CSI Leasing, Inc. 5,015.82 5.015.82 - - -

De Lage Landen Financial Services 601.48 601.48 - - -
DLC, Inc. 17,228.78 17.228.78 - - -

| Edgewood Partners Insurance Center 12.00 - 12.00 - -
Greenberg Traurig LLP 5,070.65 5,044.80 - - 25.85

| Legacy LLC 27.855.88 27,855.88 - - -
Metropolitan Life [nsurance Coﬁpanx 31.746.39 31,746.39 - - -

Mitchell, Williams, Selig, Gates & Woody | 2,877.32 2,877.32 - - -

Monster Inc 2.916.37 - - - 2.916.37
N Software Inc. 500.00 500.00 - - -
Office Ally LLC 402.50 402.50 - - -
OfficeTeam 1,399.20 1.399.20 - - -
Protiviti Inc 21,682.92 21.682.92 - - -
Richards Kibbe & Orbe LLP 7.670.31 7,670.31 - - -
| Roger Taylor 9.687.50 9.687.50 - - -
Sheppard Mullin LP 100,728.49 | 100,72849 | - - -
Toor Brothers Corporation 4.130.00 4,130.00 - - .
UNUM Life Insurance Company of

America 1,643.28 1,643.28 - - -
Andrea M Marks 141.40 - - 141.40 -

ﬁ | Angelo Arnold 50.49 - 16.83 16.83 16.83
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Amount Current 31-60 61 -9%0 91 and
Vendor Due Period Days Days Over
Bret Kirkman 25.00 - - - 25.00
Examination Management Services. Inc. (675.00) (675.00) - - -
Matthew Malagese 63.96 - - - 63.96
P&R Insurance and Benefit Services, Inc. 11.68 - 2.92 2.92 5.84
Quality Insurance 433.36 - - - 433.36
Steven M Gregory 16.83 - - - 16.83
TOTALS $283,599.76 | $276,215.32 $31.75 | $161.185 | $7,191.54
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Schedule 5.23
TRANSACTIONS WITH AFFILIATES

Stock Purchase Agreement dated as of December 5, 1997 by and between the Company and John
H. Austin, M.D.

Restricted Stock Purchase Agreement dated as of December 31, 1997 by and between the
Company and Cheryl L. Perkins.

Restricted Stock Purchase Agreement dated as of November 1, 1998 by and between the
Company and Kenneth B. Zimmerman.

Second Amended and Restated Investors Rights Agreement dated August 17, 2005 by and
between the Company and Morgan Stanley Dean Witter Venture Partners [V, L.P., Morgan
Stanley Dean Witter Venture Investors [V, L.P., Morgan Stanley Dean Witter Venture Offshore
Investors IV, L.P., Morgan Stanley Venture Partners 2002 Fund, L.P. and Morgan Stanley
Venture Investors 2002 Fund, L.P.

Registration Rights Agreement dated August 17, 2005 by and between the Company and Morgan
Stanley Dean Witter Venture Partners [V, L.P., Morgan Stanley Dean Witter Venture Investors
[V, L.P., Morgan Stanley Dean Witter Venture Offshore Investors [V, L.P., Morgan Stanley
Venture Partners 2002 Fund, L.P. and Morgan Stanley Venture Investors 2002 Fund, L.P.

Second Amended and Restated Investors Rights Agreement dated August 17, 2005 by and
between the Company and Three Arch Capital, L.P., TAC Associates, L.P., Three Arch Partners
II, L.P., Three Arch Partners IV, L.P. and Three Arch Associates [V, L.P.

Registration Rights Agreement dated August 17, 2005 by and between the Company and Three
Arch Capital, L.P., TAC Associates, L.P., Three Arch Partners II, L.P., Three Arch Partners [V,
L.P. and Three Arch Associates IV, L.P.

Warrant Agreement dated November 27, 2006 by and between the Company and Three Arch
Partners.

Administrative Services Agreement dated June 1, 2004 by and between the Company and
Arcadian Health Plan, Inc. as amended by the First Amendment dated April 1, 2005 and the
Second Amendment dated April 1, 2006.

Access Agreement dated April 1, 2005 by and between Arcadian Health Plan, Inc. and Arkansas
Community Care, Inc.

Administrative Services Agreement dated July 11, 2007 by and between the Company and
Arcadian Healith Plan of North Carolina, Inc.

Cost Allocation and Shared Services Agreement dated August 14, 2007 by and between
Arcadian Health Plan, Inc., Arkansas Community Care, Inc., and Arcadian Health Plan of
Georgia, Inc.

Amendment to Cost Allocation and Shared Services Agreement dated July 11, 2007 by and
between Arcadian Health Plan, Inc., Arkansas Community Care, Inc., Arcadian Health Plan of
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Georgia, Inc., and Arcadian Heaith Plan of North Carolina, Inc.

Amendment to Cost Allocation and Shared Services Agreement dated August 14, 2007 by and
between Arcadian Health Plan, Inc., Arkansas Community Care, Inc., and Arcadian Health Plan
of Georgia, Inc., and Arcadian Health Plan of Louisiana, Inc.

Management and Administrative Services Agreement dated October 6, 2008 by and between
Arcadian Health Plan, Inc. and Arcadian Health Plan of New York, Inc.

Management and Administrative Services Agreement dated October 6, 2008 by and between the
Company and Arcadian Health Plan of New York, Inc.

Management and Administrative Services Agreement Fee Waiver dated January 1, 2010 by and
between the Company and Arcadian Health Plan of New York, Inc.

Tax Allocation Agreement dated January 1, 2009 by and among the Company and Arcadian
Health Plan, Inc.. Arkansas Community Care, Inc., Arcadian Health Plan of Georgia, Inc.,
Arcadian Health Plan of North Carolina, Inc., Arcadian Health Plan of Louisiana, Inc., and
Arcadian Health Plan of New York, Inc.

Administrative Services Agreement dated May 25, 2006 by and between the Company and
Arcadian Health Plan of Georgia, Inc.
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Schedule 5.25(a)

HEALTH CARE PERMITS

Set forth below is a list of the Permits issued respectively to the Company or the Company

Subsidiaries under the Health Care Laws:

Subsidiary Jurisdiction Type(s) of Insurance
Ascadian Health Plan, Inc. Washington Health Care Service Contractor
Arizona Health Care Services
Texas Health Maintenance Organization

South Carolina

Health Maintenance Organization
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Maine Health Maintenance Organization
California Knox Keene License
Missouri Health Maintenance Organization
New Hampshire Health Maintenance Organization
Virginia Health Maintenance Organization
Arcadian Health Plan of Georgia, Inc. Georgia Health Maintenance Organization
Arcadian Health Plan of North Carolina, Inc. | North Carolina Health Maintenance Organization
Arkansas Community Care, Inc. Arkansas Health Maintenance Organization
Texas Health Maintenance Organization
Oklahoma Health Maintenance Organization
Arcadian Health Plan of Louisiana, Inc. Louisiana Health Maintenance Organization
Arcadian Health Plan of New York, Inc. New York Health Maintenance Organization
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Schedule 5.25(d)
STATE REGULATORY FILINGS

Set forth below is a list of all annual statements and quarterly statements of the Company and
the Company Subsidiaries required under Health Care Laws and filed with Governmental
Authorities for the years ended December 31, 2009 and December 31, 2010:

Subsidisry Repoct Filed With Report _Asof

Arcadian Health Plan, Inc. | Insurance Department of the State of Washington Quarterty Report 3109
Quarterty Report 6/30/09

Quarterly Report 9/30/09

Annual Report 1 /31/09

Quarterty Report 3o

Quarterly Report 6/30/10

Quarterty Report 9/30/10
Annual Report 12731110

Arkansas Community Insurance Department of the State of Arkansas Quarnterly Report 3131109
Care, Inc. Quarterly Report 6/30/09
Quarterly Repont 9/30/09
Annual Report 1231109

[ Quarterly Repont_ 33110

Quarterty Report /310

Quarterly Report 9/30/10
Annual Report 12/31/10

Arcadian Health Plan of Insurance Depastment of the State of Georgia Quarterly Report 3309
Georgia, Inc. Quarterly Report /30/09
Quarterly Report 9730009
Annual Report 12/31/09

Quarterty Report 33110

Quarterly Report 6/3/10

Quarterly Report 9310

Annual Report 12731710

Arcadian Health Plan of Insurance Department of the State of Louisi Quarterly Report 3/31/09
Louisiana, Inc. Quarterly Report 630009
Quarterly Report 9/30/09

Annual Report {23119

Quarterty Report 331/10

Quarterly Report 6/30/10

Quanterty Report 9/3¢10

Annual Report 12/31/10

Arcadian Health Plan of Insurance Department of the State of North Carolina _Quarterly Report 3/31/09
North Carolina. Inc. Quarnterly Report 6/30/09
Quarterty Report 9/30/09

Aannual Report 12/31/09

Quarterly Repont 3/31/10

Quarterty Report 6/30/10

Quarterly Report 9/30/10

Annual Report 1231710

Arcadian Health Plan of Insurance Departmens of the State of New York Quarterly Report 331109
New York, Inc. Quarterty Report 6/30/09
Quasterly Report 9/30/09

Annual Report 12731109

Quarterly Report 32110

Quarterly Report 6/3010

_Quarterly Report 930710

Annual Report 1 2/31/10

a
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Schedule 5.25(f)

SERVICE AREAS

Set forth below is an accurate, correct and complete description of the geographic areas in
which the Company Subsidiaries hold Permits and are authorized by Governmental Authorities
and CMS to market, sell, offer and administer MA Plans pursuant to the Applicable Laws:

State | Counties

AR Benton Franklin Lafayette Ouachita Sebastian
Boone Garland Little River Perry Sevier
Carroll Hempstead Logan Pike Sharp
Clark Hot Spring Lonoke Polk Stone
Cleburne Howard Madison Pope Washington
Columbia Independence Miller Pulaski White
Conway fzard Montgomery Saline Yell
Crawford Johnson Nevada Scott

AZ Mohave Yavapai

CA Shasta Tulare

GA Bibb Crawford Liberty Oconee Taibot
Bryan Effingham Madison Oglethorpe Taylor
Chatham Elbert Marion Putnam Twiggs
Chattahoochee Greene Monroe Richmond Webster
Clarke Harris Morgan Screven
Columbia Jones Muscogee Stewart

LA Acadia Cameron Grant Morehouse Terrebonne
Allen Catahoula Iberia Ouachita Union
Beauregard Claibome Jackson Rapides Vermilion
Bienville Concordia Jefferson Davis Red River Webster
Bossier De Soto Lafayette Richland West Baton Rouge
Caddo East Baton Rouge Lincoln St Landry West Carroll
Calcasieu East Carroll Livingston St Martin
Caidwell Franklin Madison Tensas

ME Androscoggin Franklin Knox Penobscot Somerset
Aroostook Hancock Lincoln Piscataquis Waldo
Cumberland Kennebec Oxford Sagadahoc York

MO Barry Dallas Laclede Polk Webster
Cedar Douglas Lawrence Pulaski Wright
Christian Greene Mc Donald Stone
Dade Jasper Newton Taney

NC Beaufort Cumberland Jones Pamlico Wake
Carteret Edgecombe Lenoir Pender Wayne
Chatham Greene Onslow Pite
Craven Guilford Orange Rockingham

NH Carroli Hillsboro Rockingham

NY Madison Oneida Onondaga

-74-
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3

State | Counties

OK Adair Haskell Mc Curtain Pushmataha
Delaware Le Flore Ottawa Sequoyah

SC Allendale Charleston Dorchester Pickens Spartanburg
Berkeley Colleton Greenville Richland

TX Anderson El Paso Houston Potter Trinity
Armstrong Franklin Jefferson Randall Upshur
Bowie Freestone Kaufman Red River Van Zandt
Camp Gregg Marion Rusk Williamson
Carson Hardin Morris Shelby Wood
Cass Harrison Navarro Smith
Cherokee Henderson Oldham Titus
Deaf Smith Hopkins Panola Travis

VA Botetourt Franklin Portsmouth City Roanoke City Virginia Beach City
Chesapeake Norfolk City Roanoke Salem

WA Benton Franklin Spokane Yakima
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Schedule 5.26(a)

None.
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Schedule 5.26(b)

(1) all orders, letters, communications or other notices from CMS or any other Governmental
Authority relating to the Company’s or any of the Company Subsidiaries’ failure to meet any of
the requirements for continued participation in the Programs (including any orders, letters,
communications or notices relating to CMS’ low plan rating(or “star rating™) or stating that
continued participation may be contingent on the Company or the Company Subsidiaries
developing, adopting, implementing or taking any sort of corrective or remedial actions).

This schedule has been excluded due to confidentiality of information contained therein.



Schedule 5.27

MEDICARE/MEDICAID PENALTIES

This schedule has been excluded due to confidentiality of information contained therein.



Schedule 5.28

RECOUPMENT PROCEEDINGS

There are no exceptions to the representations and warranties made in Section 5.28 of the
Agreement.
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Schedule 5.29

MATERIAL PRODUCERS

This schedule has been excluded due to confidentiality of information contained therein.




Schedule 5.30

MATERIAL HEALTH CARE PROVIDERS

This schedule has been excluded due to confidentiality of information contained therein.




Schedule 5.31
RESERVES

There are no exceptions to the representations and warranties made in Section 5.31 of the
Agreement.
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Schedule 5.32
CAPITAL OR SURPLUS MANAGEMENT

As more fully set forth below, the Company Subsidiaries referenced below are subject to certain
requirements to maintain capital or surplus amounts or levels and certain restrictions on the
payment of dividends or other distributions on their respective membership interests or shares of
capital stock:

¢ All dividends declared by Arcadian Health Plan, Inc. require approval from the
Washington Office of the Insurance Commissioner

e The minimum risk based capital ratio for Arcadian Health Plan of Georgia, Inc. is 250%
of ACL

¢ Arcadian Health Plan, Inc. is subject to a maximum premium to surplus ratio of 8 to 1 as
determined by the Washington Office of the Insurance Commissioner
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Schedule 7.1
CONDUCT OF BUSINESS

The Company may award up to $2 million in transaction bonuses that, if awarded, would be paid
at Closing to certain employees of the Company to be determined following the date of the
Agreement.
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Schedule 7.13
RELATED-PARTY CONTRACTS NOT TERMINATED WITH TRANSACTION

The Intra Company Group Contracts set forth below will not be terminated on or prior to the
Closing Date:

Administrative Services Agreement dated June 1, 2004 by and between the Company and
Arcadian Health Plan, Inc. as amended by the First Amendment dated April 1, 2005 and the
Second Amendment dated April 1, 2006.

Access Agreement dated April 1, 2005 by and between Arcadian Health Plan, Inc. and Arkansas
Community Care, Inc.

Administrative Services Agreement dated July 11, 2007 by and between the Company and
Arcadian Health Plan of North Carolina, Inc.

Cost Allocation and Shared Services Agreement dated August 14, 2007 by and between
Arcadian Health Plan, Inc., Arkansas Community Care, Inc., and Arcadian Health Plan of
Georgia, Inc.

Amendment to Cost Allocation and Shared Services Agreement dated July 11, 2007 by and
between Arcadian Health Plan, Inc., Arkansas Community Care, Inc., Arcadian Health Plan of
Georgia, Inc., and Arcadian Health Plan of North Carolina, Inc.

Amendment to Cost Allocation and Shared Services Agreement dated August 14, 2007 by and
between Arcadian Health Plan, Inc., Arkansas Community Care, Inc., and Arcadian Health Plan
of Georgia, Inc., and Arcadian Health Plan of Louisiana, Inc.

Management and Administrative Services Agreement dated October 6, 2008 by and between
Arcadian Health Plan, Inc. and Arcadian Health Plan of New York, Inc.

Management and Administrative Services Agreement dated October 6, 2008 by and between the
Company and Arcadian Health Plan of New York, Inc.

Management and Administrative Services Agreement Fee Waiver dated January 1, 2010 by and
between the Company and Arcadian Health Plan of New York, Inc.

Tax Allocation Agreement dated January 1, 2009 by and among the Company and Arcadian
Health Plan, Inc., Arkansas Community Care, Inc., Arcadian Health Plan of Georgia, Inc.,
Arcadian Health Plan of North Carolina, Inc., Arcadian Health Plan of Louisiana, Inc., and
Arcadian Health Plan of New York, Inc.

Administrative Services Agreement dated May 25, 2006 by and between the Company and
Arcadian Health Plan of Georgia, Inc.
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Schedule 10.3(e)
CONSENTS, APPROVALS AND WAIVERS

Set forth below is a §st of every consent, approval and waiver 10 be delivered to Parent on or
prior to the Closing Date:

Schedule 3.2(a)(v) is hereby incorporated herein by this reference.

D
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Schedule 10.3(g)

GOOD STANDING

Certificates of officers and public officials to establish the existence and good standing of the
Company and the Company Subsidiaries in the jurisdictions listed below will be delivered to
Parent on or prior to the Closing Date:

Entity's Name Domestic Jurisdiction Foreign Jurisdictions
Arcadian Management Delaware Louisiana, North Carolina, Oklahoma, South Carolina
Services, Inc. and Texas
Arkansas Community Care, | Arkansas Oklahoma and Texas
Inc.
Arcadian Health Plan, Inc. Washington Arizona, California. Maine, Missouri, New Hampshire,
South Carolina, Texas, Virginia and Washington
Arcadian Health Plan of Georgia
Georgis, Inc.
Arcadian Health Plan of Louisiana
Louisiana, [nc.
North Carsolina
Arcadian Health Plan of
North Carvlina, Inc.
Arcadian Health Plan of New York
New York, Inc.
Arcadian Choice, Inc, Texas
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Schedule 14.1

PERMITTED ENCUMBRANCES

Permitied Encumbrances comprise, in part, the liens identified below:

Jurisdiction Filing No. Debtorf(s) Secured Party / Parties Collatersal
File Date Description

Delaware 20070745579 Arcadian Management | Bank of the West - Equipment Specific equipment
Dept of State 2/27/2007 Services. Inc. Leasing* lease
Delaware 20070746643 Arcadian Management | Bank of the West — Equipment Specific equipment
Dept of State 272772007 Services, Inc. Leasing® lease
Delaware 20083632237 Arcadian Managemen: | US Bancorp* Specific equipment
Dept of State 101282008 Services, Inc.
Delaware 20083807102 Arcadian Management | US Bancorp* Specific equipment
Dept of State 11/1372008 Services, Inc.
Delaware 20101752934 Arcadian Management | CSI Leasing, Inc.* Specific equipment
Dept of State 57192010 Services, Inc. lease
Delaware 20102046302 Arcadian Management | De Lage Landen Financial Specific equipment
Dept of State 6/1122010 Services, Inc. Services, Inc.* lease
Delaware 20103321712 Arcadian Management | CSI Leasing, Inc.* Specific equipment
Dept of State 97232010 Services. Inc. lease
Delaware 20103321787 Arcadian Management | De Lage Landen Financial Specific equipment
Dept of State 9232010 Services, Inc. Services, Inc.* lease

* Pending termination and release
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EXHIBIT 2 TO FORM A FILED BY HUMANA INC.

SUMMARY OF
AGREEMENT AND PLAN OF MERGER
HUMANA INC., HUMSOL, INC.,
ARCADIAN MANAGEMENT SERVICES, INC.,
and
CERTAIN STOCKHOLDERS OF ARCADIAN MANAGEMENT SERVICES, INC.

This summary is provided for the convenience of Department officials who may review
the Form A application submitted by Humana Inc. Capitalized terms used and not otherwise
defined shall have the meanings that the Merger Agreement assigns to them. In summary, the
transaction is as follows:

Parties

The Agreement and Plan of Merger (“Merger Agreement”) was entered into as of August
24, 2011, among Humana Inc. (“Humana”), its wholly owned subsidiary Humsol, Inc.
(“Humsol”), Arcadian Management Services, Inc. (“Arcadian”), and Arcadian stockholders that
are signatories to the Merger Agreement. Humsol has no operations and was formed for the sole
purpose of effecting the merger and other transactions the Merger Agreement contemplates.

Basic Structure

Humsol will merge with and into Arcadian, with Arcadian being the Surviving
Corporation. The separate corporate existence of Humsol will cease, and Arcadian will assume
all assets and liabilities of Humsol and continue as the Surviving Corporation. The governing
documents of Humsol immediately prior to the Closing will become the governing documents of
the Surviving Corporation. Each share of Humsol common stock outstanding immediately prior
to the Closing will be converted into one (1) fully paid and nonassignable share of common stock
of Arcadian as the Surviving Corporation following the Closing. Those shares, all owned by
Humana, will then be the only outstanding shares of capital stock of Arcadian. The directors and
officers of Humsol immediately prior to the Closing will become the directors and officers of the
Surviving Corporation, each to hold office in accordance with the Certificate of Incorporation
and Bylaws of the Surviving Corporation until their resignation, removal or replacement.

Effective Time
At Closing, Humana, Humsol and Arcadian will execute and cause to be filed a
Certificate of Merger with the Secretary of State of the State of Delaware. The Merger will be

deemed effective at the time that such agreement and such certificate are filed with the Delaware
Secretary of State.
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Purchase Price

At Closing, Humana will pay the purchase price in cash to acquire all issued and
outstanding capital stock of Arcadian. The purchase price will equal $150.0 million (called the
Base Purchase Price), plus or minus, as applicable, the Estimated Value Surplus (i.e., Estimated
Value minus Reference Value) or the Estimated Value Deficiency (i.e., Estimated Value minus
Reference Value). Reference Value is defined as $55,541,716. Estimated Value means a good
faith estimate of (a) the Working Capital of Arcadian, plus (b) the Statutory Reserve of each of
the subsidiaries of Arcadian. At Closing, the adjusted Base Purchase Price will be allocated as
follows:

= $25.5 million will be placed into an Escrow Account pursuant to an Escrow Agreement;

= Approximately $85.3 million will be used to satisfy and retire certain indebtedness of
Arcadian at Closing;

= $1.0 million will be paid to the Stockholder Representative for the sole purpose of
performing the Stockholder Representative’s duties under the Merger Agreement; and

= The balance will be paid to the holders of capital stock of Arcadian.

The Base Purchase Price will be subject to a post-Closing adjustment to reflect (a) the Working
Capital of Arcadian and (b) the Statutory Reserve of each of the subsidiaries of Arcadian, as of
Closing. Humana will deliver a Closing Value Statement to the Stockholder Representative no
later than October 31, 2012. The purchase price adjustment, escrow, payment of indebtedness
and payment to stockholders are described further below.

Purchase Price Adjustment

The purpose of the post-Closing adjustment to the Base Purchase Price is to account for
the increase or decrease in the value of (a) the Working Capital of Arcadian and (b) Statutory
Reserve of each of its subsidiaries, as determined by Arcadian at or around the Closing (the
Estimated Value), based on certain reconciliations, claims payments, recoveries and other
specified events using September 30, 2012, as the cut-off. The terms on which the post-Closing
adjustment will be made are described in Section 4 of the Merger Agreement.

As Section 4.2 states, not later than October 31, 2012, Humana will prepare a Closing
Value Statement setting forth the determination of (a) the Working Capital of Arcadian (on an
unconsolidated basis) and (b) the Statutory Reserve of each of Arcadian’s subsidiaries (the
aggregate of (a) and (b) being the Closing Value). With respect to the Statutory Reserve of the
subsidiaries of Arcadian, the Statutory Reserve as of the Closing will reflect (i) any Federal
Reconciliation Adjustments on or prior to September 30, 2012, and (ii) the Medical Claims
Reserve, being equal to the aggregate dollar amount of (X) all Medical and Pharmacy Claims
incurred prior to the Closing that are paid on or prior to September 30, 2012, (Y) all recoveries
and repayments of claims incurred and paid prior to the Closing, which are applied, credited,
offset or received after the Closing but prior to September 30, 2012 (including repayments or

2
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recoveries received or due for overpayments, from reinsurance and stop loss coverage,
subrogation and coordination of benefits), and (Z) a good faith estimate of all Medical and
Pharmacy Claims incurred prior to Closing that have not been paid before September 30, 2012.

If the Closing Value as finally determined is less than the Estimated Value, then the Base
Purchase Price will be reduced by that amount. Humana will be entitled to a prompt distribution
from the Escrow Account in the amount of such deficiency.

If the Closing Value as finally determined is more than the Estimated Value, then the
Base Purchase Price will be increased by that amount. Humana will pay to each Stockholder
such Stockholder’s Proportionate Share (unless otherwise directed by the Stockholder
Representative) of the excess amount within three business days of the final determination of the
Closing Value.

As a simple illustration, if Arcadian’s Estimated Value at Closing is $55.5 million and its
Closing Value is ultimately determined to be precisely $55.5 million, there will be no adjustment.
But, if the Closing Value turns out to be, for example, $56.5 million, then the excess adjustment
is $1.0 million, and the Base Purchase Price is increased by that amount. Humana will then pay
to each Stockholder such Stockholder’s Proportionate Share (unless otherwise directed by the
Stockholder Representative) of the $1 million excess amount as stated above.

The Closing Value Statement delivered by Humana to the Stockholder Representative
will be final, binding and conclusive. If the Stockholder Representative disagrees, it must notify
Humana of its intent to dispute any amounts in the Closing Value Statement within thirty (30)
days of the delivery of same to the Stockholder Representative. The parties must engage in good
faith attempt to resolve the dispute. In the event the parties do not resolve the dispute within ten
(10) business days, Humana is to engage an independent accounting firm of national standing
(“Arbitrator”), mutually selected by Humana and the Stockholder Representative, to perform a
review of the Closing Value Statement. Any such review must be based exclusively on
presentation and supporting materials provided by the parties and not pursuant to any
independent review. The conclusions of the Arbitrator will be final and binding on the parties.

Payment of Indebtedness

At Closing, a portion of the purchase price will be used to pay off indebtedness of
Arcadian. The current estimates of such payoff are as follows:

Amount

Senior Secured Credit Agreement, dated as of February 8, 2007 $42,675,234.54

Morgan Stanley Senior Funding, Inc.

Beach Point Distressed Master Fund, LP

Map 90 Segregated Portfolio of LMA SPC

Secured Credit Agreement, dated as of July 5, 2007 $28,671,741.93

TAC Associates, L.P.

Three Arch Partners [V, L.P.

Three Arch Associates [V, L.P.
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Three Arch Capital, L.P.

Third Lien Secured Credit Agreement, dated as of May 23, 2008 $12,482,831.72

Morgan Stanley Dean Witter Venture Partners IV, L.P.

Morgan Stanley Dean Witter Venture Investors [V, L.P.

Morgan Stanley Dean Witter Venture Offshore Investors IV, L.P.

Morgan Stanley Venture Partners 2002 Fund, L.P.

Morgan Stanley Venture Investors 2002 Fund, L.P.

John Austin (now represented by Third Amended Austin/Smalley Living
Trust dated March 4, 2004)

Allen Wise

Lawrence N. and Dulcie Kugelman Living Trust Dated May 1988

Alexander Kugelman

Stryker Warren

Marilyn Warren

Edward Blumenstock

Kenneth Zimmerman

Les Granow

Robert Schreiber

Skip Rosenbloom

Amended and Restated Loan and Security Agreement, dated as of August 17, 2005 $1,080,625.69

John H. Austin, M.D. (now represented by Third Amended Austin/Smalley
Living Trust dated March 4, 2004)

Amended and Restated Loan and Security Agreement, dated as of August 17, 2005 $434,270.14

Kenneth B. Zimmerman

Payments to Stockholders

At Closing, all issued and outstanding capital stock of Arcadian will be cancelled and
converted into the right to receive cash consideration. The outstanding shares of Humsol stock
will be converted into stock in Arcadian, all of which will be owned by Humana. More
specifically:

e Each share of Arcadian’s Common Stock issued and outstanding immediately prior to
the Acquisition will, by virtue of the Acquisition and without any action on the part of
the holder thereof, cease to have any rights with respect thereto, except the right to
receive the Closing Merger Consideration Per Share Balance. Basically, all of the
holders of Common Stock, as a group (including holders of Preferred Stock which is
treated as having been converted to Common Stock for this purpose) will share what
is left of the Base Purchase Price (subject to adjustment) after: (i) Arcadian’s
indebtedness has been paid, (ii) the Escrow Amount has been set aside, (iii) the
Shareholder Representative receives its $1.0 million, and (iv) after the Preferred
Stockholders are paid as outline below.

e FEach share of Arcadian’s Series A Preferred Stock, Series B Preferred Sock, Series
B-1 Preferred Stock and Series C Preferred Stock issued and outstanding immediately

4
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prior to the Acquisition will, by virtue of the Acquisition and without any action on
the part of the holders, be cancelled and cease to exist and will be converted into the
right to receive (a) for Series A shares, $1.00 per share plus any declared and unpaid
dividends thereon, (b) for Series B shares, $1.925 per share plus any declared and
unpaid dividends thereon, (c) for Series B-1 shares, $1.00 per share plus any declared
and unpaid dividends thereon, (d) for Series C shares, $10.734 per share plus any
declared and unpaid dividends thereon; provided however, that in the event that the
amount payable per Series C share exceeds $21.468, then the Series C share amount
will be $7.156 per share (rather than $10.734) and any declared and unpaid dividends
thereon, plus (e) for all Series of shares, the consideration payable for each share of
Common Stock that would be issued upon conversion of such Series shares.

Each Stockholder will also receive any amounts released by the Escrow Agent from
Escrow Account of any Escrow Funds not used for payment of any excess of Closing Value over
Estimated Value and Stockholders’ indemnification obligations. The payment will be paid at
various intervals within 36 months after the Closing.

American Stock Transfer & Trust Company, LLC is Paying Agent for the payment of the
Per Share Merger Consideration upon surrender of Certificates representing shares of Capital
Stock of Arcadian. Humana will cause Arcadian (as the Surviving Corporation) to provide to the
Paying Agent as and when needed after Closing, all cash necessary to pay for the shares of
Arcadian Capital Stock (the Exchange Fund). As soon as reasonably practicable after the
Closing, the Paying Agent will follow the procedures set forth in the Merger Agreement to
contact Stockholders of Arcadian for surrender of Certificates in exchange for the Per Share
Merger Consideration. The Certificates surrendered will forthwith be cancelled.

Escrow Payments

On or prior to Closing, Humana, the Stockholder Representative and American Stock
Transfer & Trust Company, LLC (Escrow Agent) will enter into an Escrow Agreement in the
form of Merger Agreement Exhibit B (Section 2.4). At Closing, Humana will deposit into the
Escrow Account the Escrow Amount of $25.5 million (Escrow Funds). The Escrow Funds are to
be allocated for (i) payment of any Closing Value adjustments pursuant to Section 4.3 of the
Merger Agreement (i.e., the Closing Value determined by Humana is less than the Estimated
Value determined by Arcadian); and (ii) any indemnifiable losses of Humana pursuant to Section
11. Section 11 contains the parties’ indemnification rights and obligations. The Escrow Agent
will release the Escrow Funds to Stockholders certain amount of Escrow Funds at various
intervals within the 36 month period after Closing. On the date 36 months after the Closing, any
remaining Escrow Funds (other than amounts for unresolved claims) will be distributed to the
Stockholders. In the event of any disagreement between Humana and the Stockholder
Representative regarding the Closing Value adjustment or the Stockholders’ indemnification
obligations, the dispute will be submitted to an Arbitrator (described above) for resolution.
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Closing

The Closing is to take place on the third (3") business day after all of the conditions to
the respective obligations of the parties, including the necessary regulatory approvals, have been
satisfied or waived, or at such other time and date as Humana and Arcadian so agree.

The terms and conditions of the Merger Agreement resulted from good faith, arm’s
length negotiations between representatives of Humana and Arcadian.

The Boards of Directors of each of the corporate parties to the transaction identified
above have determined that the individual transactions are in the best interests of the respective
parties and their stockholders (attached as Exhibits to the application) and the requisite number
of Stockholders have approved the transaction on the terms and conditions summarized above.
See Exhibit 10, Exhibit 11 and Exhibit 12.
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EXHIBIT 3 TO FORM A FILED BY HUMANA INC.
WITH NORTH CAROLINA DEPARTMENT OF INSURANCE
LIST OF LEAD DOI CONTACTS FOR THESE FORM A APPLICATIONS

STATE

NAME

CONTACT INFORMATION

Arkansas

Brenda Haggard

Arkansas Insurance Department

1200 West Third Street

Little Rock, AR 72201

(501) 371-2600 or (800) 282-9134

(501) 371-2618 fax

Tel. (501) 371-2822

E-mail: brenda.haggard{@arkansas.cov
Web site: hitp://insurance.arkansas.gov/

Georgia

Scott Sanders

Office of Insurance and Fire Safety Commissioner
Regulatory Services Division

2 Martin Luther King, Jr. Drive

West Tower, Suite 620

Atlanta, Georgia 30334

Tel. 404-656-2074

Tel. (404) 657-7742

E-mail: SSanders(@oci.ga.gov

Web site: www.gainsurance.org/

Louisiana

Stewart Guerin
Chief Examiner

Louisiana Department of Insurance
1702 N. 3rd Street

Baton Rouge, LA 70802

P.O. Box 94214

Baton Rouge, Louisiana 70804-9214
Tel. (225) 219-3929

Fax (225) 342-9203

E-mail: sguerin@ldi.state.la.us
Web site: http://www.ldi.la.gov/

New York

Charles Lovejoy

New York State Insurance Department
25 Beaver Street

New York, NY 10004

Tel. (212) 480-5045

E-mail: clovejov(@ins.state.nv.us
Web site: http://www.ins.state.ny.us/




STATE NAME CONTACT INFORMATION

North Debra M. Walker North Carolina Department of Insurance
Carolina Chief Financial 401 Glenwood Avenue

Analyst, Financial Raleigh, NC 27603

Evaluation Division | Tel. (919) 424-6260

Fax (919) 715-7490

E-mail: dwalker(@ncdoi.com

Web site: www.ncdoi.com/

Texas Doug Slape, Chief Texas Department of Insurance
Analyst, Financial PO Box 149104

Analysis Division Austin, Texas 78714-9104

Tel. (512) 322-5012

E-mail: doug.slape@itdi.state.tx.us
Web site: http.//www.tdi.texas.gov/

Washington | Ron Pastuch Washington State
Holding Company Office of the Insurance Commissioner
Manager PO Box 40255

Olympia, WA 98504-0255

5000 Capitol Blvd.

Tumwater, WA 98501

Tel. (360) 725-7211

E-mail: RonP@OIC.WA.GOV
Web site: www.insurance.wa.gov/

NOTE: Subject to further additions and changes and any corrections.

Date: September 13, 2011

Squire, Sanders & Dempsey (US) LLP
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Current and Pre-Closing Corporate Organizational Chart of
Arcadian Management Services, Inc. and Subsidiaries
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EXECUTIVE OFFICERS

BIOGRAPHICAL INFORMATION
HUMANA INC. EXECUTIVE OFFICERS AND DIRECTORS

PRINCIPAL EMPLOYMENT FOR THE PAST FIVE (5} YEARS

Principal Executive Office:

Humana Inc.
500 West Main Street
Louisville, KY 40202

PRINCIPAL EMPLOYMENT IS WITH HUMANA INC.
UNLESS OTHERWISE INDICATED

Michael B. McCallister

August 2010 - Present

Feb. 2000 — August 2010

Chairman of the Board & Chief Executive Officer
President & Chief Executive Officer

James H. Bloem

May 2003 - Present

Senior Vice President, Chief Financial Officer
and Treasurer

Mr. Bloem is also a Director of the following companies:
Warner Chilcott, Ltd.-Bermuda
Res-Care, Inc.
Rotech Heaithcare Inc.

Bruce J. Goodman

Sept. 2002 - Present

Senior Vice President - Chief Service and
Information Officer

Bonita C. Hathcock

Feb. 2001 - Present

Senior Vice President - Chief Human Resources Officer

Paul B.K. Kusserow

Feb. 2009 - Present

Jan. 2007 — Feb. 2009

2004 - 2007

Senior Vice President and Chief Strategy and Corporate
Development Officer

Managing Director

B.C. Ziegler and Company, Inc.
200 South Wacker Drive

Suite 2000

Chicago, IL 60606

Managing Director

San Ysidro Capital Partners LLC

1601 Cloverfield Boulevard, 2™ Floor, South Tower
Santa Monica, CA 90404

Mr. Kusserow is also a Director of the following companies:
NuView

Thomas J. Liston

June 2008 - Present

July 2000 - June 2008

Senior Vice President - Senior Products

Senior Vice President —Strategy & Corporate Development

Venkata Rajamannar Madabhushi

~ April 2009 - Present

2006-2008

2003-2005

Senior Vice President and Chief Innovation and Marketing Officer

Executive Vice President and Chief Marketing Officer,
Global Cards

Citigroup

399 Park Avenue

New York, New York 10043

Chairman and Chief Executive Officer -
Diners Club North America

Citigroup

399 Park Avenue

New York, New York 10043

Heidi S. Margulis

May 2003 - Present

Senior Vice President - Public Affairs



EXECUTIVE OFFICERS PRINCIPAL EMPLOYMENT FOR THE PAST FIVE YEARS

(Continued)
Steven E. McCuilley August 2004 - Present Vice President & Controller (Principal Accounting Officer)
James E. Murray Sept. 2002 - Present Chief Operating Officer
Christopher M. Todoroff August 2008 - Present Senior Vice President and General Counsel

January 2006 - August 2008

December 2004 - January 2006

April 2004 - April 2006

Vice President and Corporate Secretary, Senior Corp. Counsel
Aetna Life Insurance Company

151 Farmington Avenue

Hartford, CT 06156

Senior Corporate and Securities Counsel

Vice President, Associate General Counsel and
Assistant Secratary



DIRECTORS

PRINCIPAL EMPLOYMENT FOR THE PAST FIVE YEARS

Frank A. D'Amelio

Humana Inc. Director since September 2003

September 2007 - Present Senior Vice President and
Chief Financial Officer
Pfizer Inc.
235 East 42nd Street
New York, NY 10017

Dec. 1, 2006 - August 2007 Senior Executive Vice President Integration
and Chief Administrative Officer
Alcatel-Lucent
600 Mountain Avenue, Room 6C370
Murray Hill, NJ 07974

March 2006 - Nov. 2006 Director and Chief Operating Officer

Lucent Technologies Inc.

600 Mountain Avenue, Room 6C370

Murray Hill, NJ 07974
Jan. 2006 - Feb. 2006 Chief Operating Officer and Chief Financial Officer
May 2001 - Jan. 2006 Executive Vice President and Chief Financial Officer

Mr. D'Amelio serves on the Boards of Trustees of
Independent College Fund of New Jersey

He is also a member of The J P Morgan Chase National
Advisory Board.

W. Roy Dunbar

Humana Inc. Director since April 2005

Oct. 2009 - Dec. 2009 Chairman of the Board
Network Solutions
13861 Sunrise Valley Drive
Herndon, VA 20171

Feb. 2008 - Oct. 2009 Chairman and Chief Executive Officer
Network Solutions
13861 Sunrise Valley Drive
Herndon, VA 20171

Sept. 2004 - Jan. 2008 President Global Technology and Operations
MasterCard International
2200 MasterCard Boulevard
O'Falion, MO 63366-7263

Kurt J. Hilzinger

Humana Inc. Director since July 2003

Nov. 1, 2007 - Present Partner
Court Square Capital Partners, LP
Park Avenue Plaza
55 East 52nd Street, 34th Floor
New York, NY 10055

March 2004 - Sept. 2007 Director, President and Chief Operating Officer
AmerisourceBergen Corporation
1300 Morris Drive, Suite 100
Chesterbrook, PA 19087




DIRECTORS PRINCIPAL EMPLOYMENT FOR THE PAST FIVE YEARS

(Continued)
David A. Jones, Jr. Humana inc. Director since 1993
August 2010 - Present Humana Inc. - Director
April 2005 - August 2010 Humana Inc. —~Chairman of the Board
Sept. 1996 - April 2005 Humana Inc. - Vice Chairman of the Board
1998 - Present Chairman and Managing Director
Chrysalis Ventures, LLC
1650 National City Tower
101 S. Fifth Street
Louisville, KY 40202
Michael B. McCallister August 2010 — Present Chairman of the Board & Chief Executive Officer
Feb. 2000 - August 2010 Director, President & Chief Executive Officer
William J. McDonald Humana Inc. Director since October 2007
1998 - Present Executive Vice President, Brand Management
Capital One Finandial Corporation
Attn: Suite #14260
1680 Capital One Drive
MclLean, VA 22102-1549
William E. Mitchell Humana Inc. Director since April 2009
January 2010 ~ Present Partner
Sequel Capital Management, LLC
February 2003 - May 2009 President and Chief Executive Officer
May 2006 - December 2009 Executive Chairman of the Board of Directors
Arrow Electronics, Inc.
50 Marcus Drive
Melville, New York 11747-4210
Mr. Mitchell is also a director of Brown-Forman Corporation,
Rogers Corporation, and National Semiconductor Corporation.
David B. Nash, MD Humana inc. Director since January 2010
2008 - Present Founding Dean
Jefferson School of Population Health
at Thomas Jefferson University
1015 Walnut Street, Curtis 115
Philadelphia, PA 19107
2003 - 2008 Chairman, Department of Health Policy
James J. O'Brien Humana iInc. Director since April 2006
2002 - Present Chairman of the Board and Chief Executive Officer
Ashland Inc.
P.0O. Box 391
Ashiand, KY 41114
Marissa T. Peterson Humana iInc. Director since August 2008
2005 - 2006 Executive Vice President (Resigned)
Sun Microsystems, Inc.
4150 Network Circle
Santa Clara, CA 95054
2004 - 2005 Executive Vice President, Sun Services and Worldwide

Operations and Chief Customer Advacate

Mrs. Peterson is also a director of Ansell Limited and Quantros, and
serves on the Board of Lucile Packard Children's Hospital.




DIRECTORS PRINCIPAL EMPLOYMENT FOR THE PAST FIVE YEARS

(Continued)
W. Ann Reynolds, Ph.D Humana Inc. Director since 1991
December 2003 - Present Working with independent media entities in llinois
and charitable organizations in New York
August 2002 - December 2003 Director (Resigned)

Center for Community Outreach and Development
The University of Alabama at Birmingham
(Also Professor of Biology at UAB - 6/02)

Dr. Reynalds is also a directar of Owens-Corning, Inc. and Life
Technologies Corporation



Directors / Officers Report

Humsol, Inc.

Directors

Michael B. McCallister
James E. Murray

James H. Bloem

Officers
Michael B. McCallister Chief Executive Officer
James H. Bloem Senior Vice President, Chief Financial Officer & Treasurer

Paul B. Kusserow Senior Vice President - Chief Strategy and Corporate
Development Officer

George G. Bauernfeind Vice President
Charles F. Lambert 111 Vice President
Joan O. Lenahan Vice President and Corporate Secretary
Ralph M. Wilson Vice President

Joseph C. Ventura Assistant Secretary




HUMSOL, INC.
WASHINGTON DEPARTMENT OF INSURANCE
BIOGRAPHICAL AFFIDAVITS

DATE BIO
SUBMITTED
TO THE
NAME OF WASHINGTON COMPANY NAME &
OFFICER/DIRECTOR TITLE DOl REASON SUBMITTED

George G. Bauernfeind

Vice President

October, 2008

HMO License for Medicare Advantage Only—Humana Health Plan, Inc.

James H. Bloem

Director, Senior Vice President, Chief Financial Officer and Treasurer

October, 2008

HMO License for Medicare Advantage Only—Humana Health Plan, Inc.

Paul B. Kusserow

Senior Vice President

Never

N/A

Charles F. Lambert, 11l

Vice President

Never

IN/A

Joan O. Lenahan

Vice President and Corporate Secretary

October, 2008

HMO License for Medicare Advantage Only—Humana Health Plan, Inc.

Michael B. McCallister

Director & Chief Executive Officer

October, 2008

HMO License for Medicare Advantage Only—Humana Health Plan, Inc.

James E. Murray

Director

October, 2008

HMO License for Medicare Advantage Only—~Humana Health Plan, Inc.

Joseph C. Ventura

Assistant Secretary

Never

N/A

Ralph M. Wilson

Vice President

October, 2008

HMO License for Medicare Advantage Only—Humana Health Plan, inc.
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Delaware .. .

The First State

I, JEFFREY W. BULLOCK, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT
COPY OF THE CERTIFICATE OF INCORPORATION OF "HUMSOL, INC."
FILED IN THIS OFFICE ON THE ELEVENTH DAY OF AUGUST, A.D. 2011,
AT 3:16 O'CLOCK P.M.

A FILED COPY OF THIS CERTIFICATE HAS BEEN FORWARDED TO THE

NEW CASTLE COUNTY RECORDER OF DEEDS.

SN SR

Jeffrey W. Bullock, Secretary of State
5023571 8100 AUTHEN TION: 8965240

110912308 DATE: 08-11-11

You may verify this certificate online
at corp.delaware.gov/authver.shtml




State of Delaware
. Secre of State
Division of Corporations
livered 04:14 08/11/2011
FILED 03:16 PM 08/11/2011
SRV 110912308 - 5023571 FILE

STATE of DELAWARE

CERTIFICATE of INCORPORATION
A STOCK CORPORATION

o First: The name of this Corporation is Humsol, Tnc.

¢ Second: Its registered office in the State of Delaware is to be located at

2711 Centerville Road, Suite 400 Street, in the City of Wilmington
County of New Castle Zip Code 19808 . The registered agent in

charge thereof is _Corporation Service Comnpany

Third: The purpose of the corporation is to engage in any lawful act or activity for
which corporations may be organized under the General Corporation Law of

Delaware.
* Fourth: The amount of the total stock of this corporation is authorized to issue is

One Thousand (1,000) shares (number of authorized shares) with a par value of
One Dolfar ($1.00) per share.

o Fifth: The name and mailing address of the incorporator are as follows:
Name Joan O. Lenahan, Vice President and Corporate Secretary

Mailing Address 500 West Main Street, 2)st Floor
Louisville, KY Zip Code 40202
e 1, The Undersigned, for the purpose of forming a corporation under the laws of the
State of Delaware, do make, file and record this Certificate, and do certify that the
facts herein stated are true, and | have accordingly hereunto set my hand this
11th day of August ,A.D.20 1)

ov: Vour 0. Dona e

ﬂ (Incorporator)

NAME: Joan O. Lenahan
(type or print)




STATE of DELAWARE
CERTIFICATE of INCORPORATION
A STOCK CORPORATION

e First: The name of this Corporation is Humsol, Inc.

e Second: Its registered office in the State of Delaware is to be located at
2711 Centerville Road, Suite 400 Street, in the City of Wilmington

County of New Castle Zip Code 19808 . The registered agent in
charge thereof is Corporation Service Company

Third: The purpose of the corporation is to engage in any lawful act or activity for
which corporations may be organized under the General Corporation Law of

Delaware.
o Fourth: The amount of the total stock of this corporation is authorized to issue is

One Thousand (1,000) shares (number of authorized shares) with a par value of
One Dollar ($100) per share.

o Fifth: The name and mailing address of the incorporator are as follows:
Name Joan O. Lenahan, Vice President and Corporate Secretary
Mailing Address 500 West Main Street, 21st Floor
Louisville, KY Zip Code 40202

¢ I, The Undersigned, for the purpose of forming a corporation under the laws of the
State of Delaware, do make, file and record this Certificate, and do certify that the
facts herein stated are true, and 1 have accordingly hereunto set my hand this
l1th day of August ,A.D.20 11

ov Nenn 9. Do L

0 (Incorporator)

NAME: Joan O. Lenahan
(type or print)




ADOPTED AUGUST 11, 2011
BYLAWS

Of

HUMSOL, INC.
(A Delaware Corporation)

ARTICLE 1
OFFICES

The principal office of the Corporation in its domestic state shall be determined from time
to time by its Board of Directors. The Corporation may have such other offices, either within or without
the domestic state as the business of the Corporation may require.

The registered office of the Corporation may be, but need not be, identical with the
principal office and the address of the registered office may be changed from time to time by the Board of
Directors.

ARTICLE I
SHAREHOLDERS

SECTION 1. ANNUAL MEETING. The annual meeting of shareholders shall be
held no less than annually in the month of April or at such time as designated by the Board of Directors,
for the purpose of electing directors and for the transaction of such other business as may come before
the meeting. If the election of directors shall not be held on the day designated for any annual meeting,
or at any adjournment thereof, the election shall be held at a special meeting of the shareholders to be
held as soon thereafter as may be convenient.

SECTION 2. SPECIAL MEETINGS. Special meetings of the shareholders may be
called by the Chairman of the Board, by a majority of the members of the Board of Directors or by the
holders of not less than one-fifth of all the outstanding shares of the Corporation.

SECTION 3. PLACE OF MEETING. The annual meeting, or any special meeting
called by the Board of Directors, shall be held at such place designated by the Board of Directors.

A waiver of notice, signed by all shareholders, may designate any place, either within or
without its domestic state, as the place for the holding of such meeting. If a special meeting be otherwise
called, the place of meeting shall be the office of the Corporation in its domestic state, except as
otherwise provided in Section 5 of this Article.

SECTION 4. NOTICE OF MEETINGS. Written or printed notice stating the place,
day and hour of the meeting, and in case of a special meeting, the purpose or purposes for which the
meeting is called, shall be delivered not less than ten (10) nor more than sixty (60) days before the date
of the meeting, either personally or by mail, facsimile or electronic mail, by or at the direction of the
Chairman of the Board, or the Secretary, or the officer or persons calling the meeting, to each
shareholder of record entitled to vote at such meeting. If mailed, such notice shall be deemed to be
delivered when deposited in the United States mail in a sealed envelope addressed to the shareholder at
his or her address as it appears on the records of the Corporation, with postage thereon prepaid.

SECTION 5. MEETING OF ALL SHAREHOLDERS. If all of the shareholders shall
meet at any time and place, either within or without the domestic state, and consent to the holding of a
meeting, such meeting shall be valid without call or notice, and at such meeting any corporate action may
be taken.



SECTION 6. QUORUM. A majority of the outstanding shares of the Corporation,
represented in person or by proxy, shall constitute a quorum at any meeting of shareholders; provided,
that if less than a majority of the outstanding shares are represented at said meeting, a majority of the
shares so represented may adjourn the meeting from time to time without further notice.

SECTION 7. PROXIES. At all meetings of shareholders, a shareholder may vote
by proxy executed in writing by the shareholder or by his duly authorized attorney-in-fact. Such proxy
shall be filed with the Secretary of the Corporation before or at the time of the meeting. No proxy shall be
valid after efeven (11) months from the date of its execution, uniess otherwise provided in the proxy, and
such proxy may be withdrawn at any time.

SECTION 8. VOTING OF SHARES. Subject to the provisions of Section 10, each
outstanding share of common stock shall be entitled to one vote upon each matter submitted to a vote at
a meeting of shareholders.

SECTION 9. VOTING OF SHARES BY CERTAIN HOLDERS. Shares standing in
the name of another Corporation, domestic or foreign, may be voted by such officer, agent or proxy as the
Bylaws of such Corporation may prescribe, or, in the absence of such provision, as the Board of Directors
of such Corporation may determine.

SECTION 10. VOTING. In all elections of directors, every shareholder shall have
the right to vote, in person or by proxy, the number of shares owned by him or her, for as many persons
as there are directors to be elected. All voting shall be on a non-cumulative basis.

SECTION 11. INFORMAL ACTION BY SHAREHOLDERS. Any action required to
be taken at a meeting of the sharehalders may be taken without a meeting if a consent in writing, setting
forth the action so taken, shall be signed by all of the shareholders entitled to vote with respect to the
subject matter thereof.

ARTICLE 1t
DIRECTORS
SECTION 1. GENERAL POWERS. The business and affairs of the Corporation
shall be managed by its Board of Directors.
SECTION 2. NUMBER, TENURE AND QUALIFICATIONS. The number of

directors which shall constitute the whole Board of Directors shall be fixed from time to time by resolution
of the Board of Directors or sharehoiders (any such resolution of either the Board of Directors or
shareholders being subject to any later resolution of either of them) but in no event shall such number be
less than three or more than fifteen. Each director shall hold office for the term for which he or she is
elected or until his or her successor shall have been elected and qualifies for the office, whichever period -
is longer. Directors need not be residents of the domestic state nor need they be the holder of any
shares of the capital stock of the Corporation.

SECTION 3. COMMITTEES OF THE BOARD. The Board of Directors may from
time to time appoint such standing or special committees as it may deem for the best interest of the
Corporation, but no such committee shall have any powers, except such as are expressly conferred upon
it by the Board of Directors.

SECTION 4. MEETINGS. A regular meeting of the Board of Directors shall be held
without other notice than this Bylaw, immediately after, and at the same place, as the annual meeting of
shareholders. Additional regular meetings of the Board of Directors may be held at any time and place
designated by them. Special meetings of the Board of Directors may be called by or at the request of the



Chairman of the Board or a majority of the directors. Special meetings shall be held, at such place
designated by the Board of Directors. Meetings may be held by the directors participating in same by
means of a conference telephone or similar communications equipment by means of which all persons
participating in the meeting can hear each other and such participation constitutes presence in person for
all those participating. Whenever the laws of the domestic state authorize or permit directors to act other
than at a meeting including but not limited to acting through unanimous written consents, then such
actions shall be as effective as if taken by the directors at a meeting.

SECTION 5. NOTICE. Notice of any special meeting shall be given at least two (2)
days previously thereto by written notice delivered personally or mailed to each director at his or her
business address, or by facsimile or electronic mail. |f mailed, such notice shall be deemed to be
delivered when deposited in the United States mail in a sealed envelope so addressed, with postage
thereon prepaid. If notice be given by facsimile or electronic mail, such notice shall be deemed to be
delivered when the facsimile or electronic mail is transmitted and confirmation of receipt is obtained. Any
director may waive notice of any meeting. The attendance of a director at any meeting shall constitute a
waiver of notice of such meeting, except where a director attends a meeting for the express purpose of
objecting to the transaction of any business because the meeting is not lawfully called or convened.
Neither the business to be transacted at, nor the purpose of, any regular or special meeting of the Board
of Directors need be specified in the notice or waiver of notice of such meeting.

SECTION 6. QUORUM. A majority of the Board of Directors shall constitute a
quorum for the transaction of business at any meeting of the Board of Directors, provided, that if less than
a majority of the directors are present at said meeting, a majority of the directors present may adjourn the
meeting from time to time without further notice.

SECTION 7. MANNER OF ACTING. The act of the majority of the directors
present at a meeting at which a quorum is present shall be the act of the Board of Directors.

SECTION 8. VACANCIES. Any vacancy occurring in the Board of Directors or in a
directorship to be filled by reason of an increase in the number of directors, may be filled by the vote of
the directors then in office which shall continue to act, though less than a quorum, or by election at an
annual meeting or at a special meeting of shareholders called for that purpose. A director elected to fill a
vacancy shall be elected for the unexpired term of his or her predecessor in office.

SECTION 9. RESIGNATION OF DIRECTORS. Any director may resign at any
time by giving written notice of such resignation to the Board of Directors, the Chairman of the Board or
the President. Any such resignation shall take effect at the time specified therein or, if no time is
specified, upon receipt thereof by the Board of Directors or one of the above named officers; and, unless
specified therein, the acceptance of such resignation shall not be necessary to make it effective.

SECTION 10. REMOVAL OF DIRECTORS. At any special meeting of the
stockholders, duly called as provided in these Bylaws, any director or directors may, by the affirmative
vote of the holders of a majority of all the shares of stock outstanding and entitled to vote for the election
of directors, be removed from office, either with or without cause. At such meeting a successor or
successors may be elected by a majority of the votes cast.

SECTION 11. COMPENSATION. Directors, as such, shall not receive any stated
salaries for their services, but by resolution of the Board of Directors, a fixed sum and expenses of
attendance, if any, may be allowed for attendance at each regular or special meeting of the Board of
Directors; provided that nothing herein contained shall be construed to preclude any director from serving
the Corporation in any other capacity and receiving compensation therefor.



ARTICLE IV
OFFICERS

SECTION 1. CLASSES. The officers of the Corporation shall be a President or
Chief Executive Officer (“President”), a Vice President, a Secretary, a Treasurer, and such other officers
as may be elected or appointed in accordance with the provisions of Sections 2 or 4 of this article.

SECTION 2. ELECTION AND TERM OF OFFICE. The officers of the Corporation
shall be elected annually by the Board of Directors at the first meeting of the Board of Directors held after
each annual meeting of shareholders. If the election of officers shall not be held at such meeting, such
election shall be held as soon thereafter as conveniently may be. Vacancies may be filled or new offices
created and filled at any meeting of the Board of Directors. Each officer shall hold office until his or her
successor shall have been duly elected and shall have qualified or until his or her death or until he or she
shall resign or shall have been removed in the manner hereinafter provided.

SECTION 3. REMOVAL. Any officer or agent elected or appointed by the Board of
Directors may be removed by the Board of Directors whenever in its judgment the best interest of the
Corporation would be served thereby.

SECTION 4. VACANCIES. A vacancy in any office because aof death, resignation,
removal, disqualification or otherwise may be filled by the Board of Directors for the unexpired portion of
the term.

SECTION 5. CHAIRMAN OF THE BOARD. If there is a Chairman of the Board, he
or she may also be the Chief Executive Officer of the Corporation and shall be elected from among the
members of the Board of Directors. Subject to the direction of the Board of Directors, he or she shall
have general charge of the business affairs and property of the Corporation and genera! supervision over
its officers and agents. If present, he or she shall preside at ali meetings of stockholders and he or she
shall see that all orders and resolutions of the Board of Directors are carried into effect. He or she may
sign, with any other officer thereunto duly authorized certificates of stock of the Corporation the issuance
of which shall have been duly authorized (the signature to which may be a facsimile signature), and may
sign and execute in the name of the Corporation deeds, mortgages, bonds, contracts, agreements or
other instruments duly authorized by the Board of Directors except in cases where the signing and
execution thereof shall be expressly delegated by the Board of Directors to some other officer or agent.
From time to time, he or she shall report to the Board of Directors all matters within his or her knowledge
which the interests of the Corporation may require to be brought to their attention. He or she shall also
perform such other duties as are given to him or her by these Bylaws or as from time to time may be
assigned to him or her by the Board of Directors.

SECTION 6. PRESIDENT. |f there is no Chairman of the Board, the President
shall have all the powers, duties and responsibilities designated in Section 5 of this article as belonging to
the Chairman of the Board and shall be elected from among the members of the Board of Directors. If
there is a Chairman of the Board, the President shall be an executive officer of the Corporation and,
subject to the direction of the Board of Directors and the Chairman of the Board, he or she shall have
supervision of the business of the Corporation and its other officers and agents. In the absence of the
Chairman of the Board he or she shall preside at meetings of the stockholders and of the Board of
Directors. He or she may sign, with any other officer thereunto duly authorized, certificates of stock of the
Corporation the issuance of which shall have been duly authorized (the signature to which may be a
facsimile signature), and may sign and execute in the name of the Corporation, deeds, mortgages,
bonds, contracts, agreements or other instruments duly authorized by the Board of Directors except in
cases where the signing and execution thereof shall be expressly delegated by the Board of Directors to
some other officer or agent. From time to time, he or she shall report to the Board of Directors ail matters
within his or her knowledge which the interests of the Corporation may require to be brought to their
attention. He or she shall also perform such other duties as are given to him or her by these Bylaws, or
from time to time may be assigned to him or her by the Board of Directors.



SECTION 7. VICE PRESIDENTS. The Vice Presidents shall perform such duties
as are given to them by these Bylaws or as from time to time may be assigned to them by the Board of
Directors, the Chairman of the Board, or the President, and, in the order of their seniority, or in any other
order as the Board of Directors may from time to time determine; they shall, in the absence of the
President, have all the powers of and be subject to all restrictions upon the President, and may sign in the
name of the Corporation, deeds, mortgages, bonds and other instruments.

SECTION 8. SECRETARY. The Secretary shall:

(a) Record all the proceedings of the meetings of the stockholders, the
Board of Directors, and any committees in a book or books to be kept for
that purpose;

(b) Cause all notices to be duly given in accordance with the provisions
of these Bylaws and as required by statutes;

(c) Whenever any committee shall be appointed in pursuance of a
resolution of the Board of Directors, furnish the Chairman of such
committee with a copy of such resolution;

(d) Be custodian of the records and of the seal of the Corporation, and
cause such seal to be affixed to ali certificates representing stock of the
Corporation prior to the issuance thereof and to all instruments the
execution of which on behalf of the Corporation under its seal shall have
been duly authorized;

(e) See that the lists, books, reports, statements, certificates and other
documents and records required by statute are properly kept and filed;

(f) Have charge of the stock and transfer books of the Corporation, and
exhibit such stock book at all reasonable times to such persons as are
entitled by statute to have access thereto,

(9) Sign (unless the Treasurer or an Assistant/Associate Secretary or an
Assistant Treasurer shall sign) certificates representing stock of the
Corporation the issuance of which shall have been duly authorized (the
signature to which may be a facsimile signature); and

(h) In general, perform all duties incident to the office of the Secretary
and such other duties as are given to him or her by these Bylaws or as
from time to time may be assigned to him or her by the Board of
Directors or the President.

SECTION 9. ASSISTANT/ASSOCIATE SECRETARIES. At the request of the
Secretary or in-his or her absence or disability, the Assistant/Associate Secretary designated by him or
her (or in the absence of such designation, the Assistant/Associate Secretary designated by the Board of
Directors or the Chairman of the Board or the President) shall perform all the duties of the Secretary, and,
when so acting, shall have all the powers of and be subject to all restrictions upon the Secretary. The
Assistant/Associate Secretaries shall perform such other duties as from time to time may be assigned to
them respectively by the Board of Directors, the Chairman of the Board, the President or the Secretary.

SECTION 10. TREASURER. |If required by the Board of Directors, the Treasurer
shall give a bond for the faithful discharge of his or her duties in such sum and with such surety or
sureties as the Board of Directors shall determine. He or she shall: (a) have charge and custody of and



be responsible for all funds and securities of the Corporation; receive and give receipts for moneys due
and payable to the Corporation from any source whatsoever, and deposit ail such moneys in the name of
the Corporation in such banks, trust companies, or other depositaries as shall be selected in accordance
with the provisions of Article V of these By- laws and (b) in general perform all the duties incident to the
office of Treasurer and such other duties as from time to time may be assigned to him or her by the
Chairman or the Board of Directors.

SECTION 11. ASSISTANT TREASURERS. At the request of the Treasurer or in his
or her absence or disability, the Assistant Treasurer designated by him or her (or in the absence of such
designation, the Assistant Treasurer designated by the Board of Directors or the Chairman of the Board
or the President) shall perform all the duties of the Treasurer, and, when so acting, shall have all the
powers of and be subject to all restrictions upon the Treasurer. The Assistant Treasurers shall perform
such other duties as from time to time may be assigned to them respectively by the Board of Directors,
the Chairman of the Board, the President or the Treasurer.

ARTICLE V
CONTRACTS, LOANS, CHECKS AND DEPOSITS

SECTION 1. CONTRACTS. The Board of Directors may authorize any officer or
officers, agent or agents, to enter into any contract or execute and deliver any instruments in the name of
and on behalf of the Corporation and such authority may be general or confined to specific instances.

SECTION 2. LOANS. No loans shall be contracted on behalf of the Corporation
and no evidences of indebtedness shall be issued in its name unless authorized by a resolution of the
Board of Directors. Such authority may be general or confined to specific instances.

SECTION 3. CHECKS, DRAFTS, ETC. All checks, drafts, or other orders for the
payment of money, notes or other evidences of indebtedness issued in the name of the Corporation shall
be signed by such officer or officers, agent or agents, of the Corporation and in such manner as shall
from time to time be determined by resolution of the Board of Directors.

SECTION 4. DEPOSITS. All funds of the Corporation not otherwise employed
shall be deposited from time to time to the credit of the Corporation in such banks, trust companies, or
other depositaries as the Board of Directors may select.

ARTICLE Vi
CERTIFICATES FOR SHARES AND THEIR TRANSFER

SECTION 1. CERTIFICATES FOR SHARES. Cettificates representing shares of
the Corporation shall be in such form as may be determined by the Board of Directors. Such certificates
shall be signed by the Chairman of the Board, the President or Vice President and by the Secretary or an
Assistant/Associate Secretary and shall be sealed with the seal of the Corporation. All certificates for
shares shall be consecutively numbered. The name of the person owning the shares represented
thereby with the number of shares and date of issue shall be entered on the bocks of the Corporation. All
certificates surrendered to the Corporation for transfer shall be cancelled and no new certificate shall be
issued until the former certificate for a like number of shares shall have been surrendered and cancelied,
except that in case of a lost, destroyed or mutilated certificate, a new one may be issued therefor upon
such terms and indemnity to the Corporation as the Board of Directors may prescribe.

SECTION 2. TRANSFERS OF SHARES. Transfers of shares of the Corporation
shall be made only on the books of the Corporation by the registered holder thereof or by his or her
attorney thereunto authorized by power of attorney duly executed and filed with the Secretary of the
Corporation, and on surrender for cancellation of the certificate for such shares. The person in whose
name shares stand on the books of the Corporation shall be deemed the owner thereof for all purposes
as regards the Corporation.



ARTICLE VIl
FISCAL YEAR

The fiscal year of the Corporation shall begin on the 1st day of January and end on the
31st day of December of each year, but may be changed by resolution of the Board of Directors.

ARTICLE Vil
DIVIDENDS

The Board of Directors may from time to time declare, and the Corporation may pay,
dividends on its outstanding shares in the manner and upon the terms and conditions provided by law
and its Articles of Incorporation.

ARTICLE IX

SEAL

The Board of Directors shall provide a corporate seal which shall be in the form of a circle
and shall have inscribed thereon the name of the Corporation and other appropriate wording.

ARTICLE X
WAIVER OF NOTICE

Whenever any notice whatsoever is required to be given under the provisions of these
Bylaws, or under the provisions of the Articles of Incorporation, or under the provisions of the Corporation
Laws of the domestic state, waiver thereof in writing, signed by the person, or persons, entitled to such
notice whether before or after the time stated therein, shall be deemed equivalent to the giving of such
notice.

ARTICLE XI
INDEMNIFICATION OF OFFICERS AND DIRECTORS

Section 1. Right of Indemnification. Every person now or hereafter serving as a director or officer
of the Corporation and every such director or officer serving at the request of the Corporation as a
director, officer, employee or agent of another corporation, partnership, joint venture, trust or other
enterprise, shall be indemnified by the Corporation in accordance with and to the fullest extent permitted
by law for the defense of, or in connection with, any threatened, pending or completed action, suit or
proceeding, whether civil, criminal, administrative or investigative.

Section 2. Expenses. Expenses incurred in defending a civil or criminal action, suit or
proceeding may be paid by the Corporation in advance of the final disposition of such action, suit or
proceeding as authorized by the Board of Directors in the specific case upon receipt of an undertaking by
or on behalf of such director or officer to repay such amount unless it shall ultimately be determined that
he is entitled to be indemnified by the Corporation as authorized in this Article XI.

Section 3. Other Rights of Indemnification. The right of indemnification herein provided shall not
be deemed exclusive of any other rights to which any such director or officer may now or hereafter be
entitled under any by-law, agreement, vote of stockholders or disinterested directors or otherwise, both as
to action in his official capacity and as to action in another capacity while holding such office, and shall
continue as to a person who has ceased to be a director or officer and shall inure to the benefit of the
heirs, executors and administrators of such person.




ARTICLE XIii
AUDITS

Audits of the Corporation's books of accounts shall be included in the consolidated audit
process of Humana Inc., the Corporation's ultimate controlling entity.

ARTICLE Xiil
AMENDMENTS

The shareholders may alter, amend or rescind the Bylaws at any annual or special
meeting of shareholders at which a quorum is present, by the vote of a majority of the stock represented
at such meeting, provided that the notice of such meeting shall have included notice of such proposed
amendment. The Board of Directors shall have the power and authority to alter, amend or rescind Bylaws
of the Corporation at any regular or special meeting at which a quorum is present by the vote of a majority
of the entire Board of Directors, subject always to the power of the shareholders to change such action of
the directors.

ARTICLE XIV
GENDER AND NUMBER REFERENCES

in this document the singular means the plural and the piural the singular, as appropriate,
and the proper gender- male, female, or neuter- shall be deemed substituted as appropriate.



CERTIFICATE

I, JOAN O. LENAHAN, the duly elected, qualified Secretary of HUMANA INC. (the
"Company"), do hereby certify that at a meeting of the Board of Directors held on August 17, 2011, the Board
of Directors unanimously adopted the following resolutions:

RESOLVED, that the Board of Directors of the Company has determined that it is
advisable and in its best interest that the Company acquire all of the outstanding
common stock of Arcadian Management Services, Inc. (“Arcadian”) pursuant to that
certain Agreement and Plan of Merger by and among the Company, Arcadian
Acquisition Corp., Arcadian Management Services, Inc., and certain stockholders of
Arcadian Management Services, Inc. (the “Arcadian Merger Agreement”) pursuant
to terms as presented to the Board, subject to changes as deemed appropriate by
management; and

FURTHER RESOLVED, that the Company be and hereby is authorized to
negotiate, prepare, deliver and carry out the terms of the Arcadian Merger
Agreement to cause the purchase of all of the stock of Arcadian for a purchase
price of up to One Hundred Fifty Million Dollars ($150 million), payable as described
in the Arcadian Merger Agreement; and

FURTHER RESOLVED, that any of the officers of the Company be and they hereby
are authorized to file all documents as required by regulatory authorities to carry out
the intent of the foregoing resolutions, including, but not limited to any filings subject
to state insurance regulatory requirements and filings in connection with the Hart
Scott Rodino Antitrust Improvements Act of 1976; and

FURTHER RESOLVED, that any of the officers of the Company be and they hereby
are authorized to execute any and all documents, including but not limited to
ancillary agreements, as may be necessary to carry out the intent and purpose of
the foregoing resolutions.

| further certify that the above resolutions have not been modified, revoked or rescinded and is in full

force and effect this gl day of %(Qk""\g‘i", 2011.
X\Ww— 6. Dﬁh«j\&\

JOANI(D. LENAHAN
VICE PRESIDENT & SECRETARY
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CERTIFICATE

I, JOAN O. LENAHAN, the duly elected, qualified and acting Vice President & Secretary of HUMSOL,
INC. (the "Corporation"), do hereby certify that by written consent dated August 17, 2011, the Board of
Directors unanimously adopted the following resolutions:

WHEREAS, the Board of Directors of Humana Inc., (*Humana”) the ultimate parent
in the holding company system, has determined that it is advisable and in its best
interest that it acquire all of the outstanding common stock of Arcadian
Management Services, Inc. ("Arcadian”) pursuant to that certain Agreement and
Plan of Merger by and among Humana, the Corporation , Arcadian Acquisition
Corp., Arcadian Management Services, Inc., and certain stockholders of Arcadian
Management Services, Inc. (the “Arcadian Merger Agreement”) pursuant to terms
as presented to the Board, subject to changes as deemed appropriate by
management;

NOW THEREFORE BE IT RESOLVED, that the Board of Directors of the
Corporation has determined that it is advisable and in its best interest of the
Corporation to enter into the Arcadian Merger Agreement; and

FURTHER RESOLVED, that any of the officers of the Company be and they hereby
are authorized to file all documents as required by regulatory authorities to carry out
the intent of the foregoing resolutions, including, but not limited to any filings subject
to state insurance regulatory requirements, filings in connection with the Hart Scott
Rodino Antitrust Improvements Act of 1976, and filing of the Merger Agreement and
Plan of Merger with state regulatory authorities pursuant to the Arcadian Merger
Agreement; and

FURTHER RESOLVED, that any of the officers of the Company be and they hereby
are authorized to execute any and all documents, including but not limited to
ancillary agreements, as may be necessary to carry out the intent and purpose of
the foregoing resolutions.

| further certify that the above resolutions have not been modified, revoked or rescinded and are in full

force and effect this Q_l day of k p L/"bvﬁm 1.
\\"ﬁw 0. %

JOAN O. LENAHAN
VICE PRESIDENT & SECRETARY




WRITTEN CONSENT
OF STOCKHOLDERS
OF
ARCADIAN MANAGEMENT SERVICES;, INC.
BY LESS THAN UNANIMOUS CONSENT

August 24, 2011

The undersigned, being stockholders of Arcadian Management Services, Inc., a
Delaware corporation (the "Corporation”), pursuant to Section 228(a) of the Delaware General
Corporations Law (the "DGCL") and the Corporation’s Bylaws, hereby adopt the following
resolutions, effective as of August 24, 2011, without the holding of a meeting, such resolutions
to have the same force and effect as if they had been adopted at a duly called and held meeting of
the stockholders of the Corporation, and deliver this Written Consent to the Corporation for
inclusion of the minutes and filing with the corporate records of the Corporation.

RECITALS

WHEREAS, the Corporation has entered into that certain Agreement and Plan of Merger
dated as of August 24, 2011 by and among Humana Inc., a Delaware corporation ("'Parent"),
Humsol, Inc., a Delaware corporation and wholly-owned subsidiary of Parent ("Merger Sub"),
the Corporation and certain stockholders of the Corporation's party thereto, in substantially the
form attached hereto as Exhibit A (including the exhibits thereto, the "Merger Agreement");

WHEREAS, pursuant to and in accordance with the terms of the Merger Agreement, at
the Effective Time (as defined in the Merger Agreement) Merger Sub will be mérged with and
into the Corporation in a statutory merger, the separate corporate existence of Merger Sub will
cease and the Corporation will continue as the surviving corporation (the "Merger"),

WHEREAS, the Board of Directors of the Corporation (the "Board") has determined that
the Merger Agreement, and the transactions contemplated thereby, are advisable, fair to and in
the best interests of the Corporation and its stockholders and have approved and adopted such
agreements and the transactions in all respects;

WHEREAS, the Board has directed that the Merger Agreement and the transactions
contemplated thereby, be submitted to the stockholders of the Corporation for their approval, and
has unanimously recommended that the stockholders approve the Merger Agreement and the
transactions contemplated thereby;

WHEREAS, there was an aggregate of 3,028,493 shares of Common Stock, 4,772,050
shares of Preferred Stock and 2,693,544 of Series C Preferred Stock of the Corporation issued
and outstanding as of the record date determined by the Board for purposes of determining the
stockholders entitled to vote on the Merger Agreement and the transactions contemplated thereby
(the "Record Date");

W02-WEST:9MLLI1\403830711.2 -1-



WHEREAS, the undersigned stockholders hold an aggregate of 1,567,473 shares of
Common Stock representing approximately 51.75% of the issued and outstanding shares of
Common Stock of the Corporation as of the Record Date; 4,197,270 shares of Preferred Stock
representing approximately 87.96% of the issued and outstanding shares of Preferred Stock of
the Corporation as of the Record Date and 2,613,186 shares of Series C Preferred Stock of the
Corporation representing approximately 97.02% of the issued and outstanding shares of Series C
Preferred Stock of the Corporation as of the Record Date.

RESOLUTIONS

NOW, THEREFORE, BE IT RESOLVED, that each of the undersigned hereby approves
and adopts the Merger Agreement and the transactions contemplated thereby in all respects;

RESOLVED FURTHER, that each of the undersigned hereby acknowledges receipt of an
information summary in the form attached hereto as Exhibit B (the "Information Statement")
relating to the adoption of the Merger Agreement, the approval of the Merger by the
Corporation's Stockholders;

RESOLVED FURTHER, that each of the undersigned hereby approves the designation
of Roger Taylor and Melissa Daniels as the joint representative (together, the "Stockholder
Representative") in accordance with Section 13.1 of the Merger Agreement and agrees to be
bound and abide by all actions taken and documents executed by the Stockholder Representative
in accordance with the terms of the Merger Agreement and each other document or instrument
executed and delivered or to be executed and delivered in connection therewith;

RESOLVED FURTHER, that all actions previously taken by the Board of the
Corporation in connection with the Merger Agreement and the transactions contemplated thereby
and the matters referred to in the foregoing resolutions are hereby approved, adopted, ratified and
confirmed in all respects; and

RESOLVED FURTHER, that the Corporation is authorized, and its officers are
authorized and empowered, in the name and on behalf of the Corporation, to take or cause to be
taken all such further actions and to execute and deliver or cause to be executed and delivered, in
the name and on behalf of the Corporation, all such further agreements, documents, and
undertakings and to incur and pay all such costs, fees and expenses as in their judgment shall be
necessary, appropriate or convenient to carry into effect the purposes and intent of any and all of
the foregoing resolutions and the transactions contemplated thereby, the performance of such
action or the execution of such agreements, instruments, certificates or other documents and any
such payments to be conclusive evidence of the exercise of the discretionary authority conferred
herein.

The undersigned have executed this Written Consent as of the date first set forth above,
and the resolutions adopted by this Written Consent shall be as validly adopted as if at a duly-
noticed meeting of the stockholders of the Corporation.

[SIGNATURE PAGES FOLLOW]
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STOCKHOLIZ ‘

Kenneth B. Zlmmz(/J

Number of Common Shares: 434,176
1133 Barroilhet

Hillsborough, CA 94010

Phone: 510-817-1008

Email: kzimmerman@arcadianhealth.com

[Signature Page to Stockholders Written Consent]



THIRD AMFNDED AUSTIN/SMALLEY

Number of Common Shares: 1,111,083

Attn: Jacqui Smalley

5920 Ross St.

Oakland, CA 94618

Phone: 510-817-1006

Email: Jacqui@bccranch.com

[Signature Page to Stockholders Written Consent]



Name;/Lawrence N. Kugelman
Title” Trustee

Number of Common Shares: 21,508

Atin; Larry N. Kugelman Sr.
24 Venezia

Newport Coast, CA 92657
Phone: 949-497-0149

Email: Inkdak@aol.com

[Signature Page to Stockholders Written Consent]
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J
Les Granow

Number of Common Shares: 706

Les Granow

865 17th Street

Manhattan Beach, CA 90266

Phone: 909-971-6800

Email: Lgranow(@arcadianhealth.com

[Signature Page to Stockholders Written Consent)



PREFERRED A STOCKHOLDERS:

/ Number of Preferred A Shares: 355,000
Three Arch Partners
N 3200 Alpine Road
Pottola Valley, CA 94028
Attn: Wilfred Jaeger
Email: wilfred@threearchpartners.com

[Signature Page to Stockholders Written Consent]



PREFERRED B STOCKHOLDERS:

THIRD AMENDED AUSTIN/SMALLEY LIV

Number of Preferred B Shares: 218,182
Attn: Jacqui Smalley

5920 Ross St.

Oakland, CA 94618

Phone: 510-817-1006

Email: Jacqui@bccranch.com

[Signature Page to Stockholders Written Consent}



LAWRENCE ) ) DUL UGELMAN
LIVING TR ED MAY
By: ‘ A/

Natfie: Lawrehce N. Kugelman
Title: Trustee

Number of Preferred B Shares: 106,870
Aftn: Larry N, Kugelman Sr.

24 Venezia '
Newport Coast, CA 92657

Phone: 949-497-0149

Emeil: Inkdak@aol.com

[Signature Page to Stackholders Written Consent)



24 Venezia

Neéwport Coast, CA 92657
Phone: 949-497-0149
Emall: Inkdak@aol.com

[Signature Page to Stockholders Written Consent)



Stryker Warren

Number of Preferred B Shares: 51,948
Stryker Warren

Urologix Ine.

14405 215t Avenne North, Suite 110
Mingeapolis, MN 55447-2000

Phone: 615-948-6710

Email: § Warren@Urologix.com

[Signature Page to Stockhotders Written Consent]



\Mgrilyn Warren

Number of Preferred B Shares: 51.948
Marilyn Warren

448 Cumberland Place

Nashville, TN 37215

Phone: 615-665-2285

Email: SWIRMHW@comcast.net
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Hdward Blumenstuck

. Number of Preferred B Shares: 51,948,

Edwatd Blumenstock

75 El Camino Real

Berkcley, CA 94705-2423

Phone: 510-825-1700

Email: edblumenstock@gmail.com

[Signature Page to Stockholders Written Consent]
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Allen F. Wise

Number of Preferred B Shares: 311,688
Allen Wise

Coventry Healthoare Corporation

6705 Rockledge Drive, Suite 900
Rothesda, Maryland 20817

Phans: 301-581-5464

Bmall; allenwisei@hotmail.com
Email2: mashepherd@evty.com

[Signature Page to Stockholders Written Consent]
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PREFERRED B-1 STOCKHOLDERS:
THIRD AMENDED AUSTIN/SMALLEY

Number of Preferred B-1 Shares: 275,000
Attn: Jacqui Smalley

5920 Ross St.

Oekland, CA 94618

Phone: 510-817-1006

Email: Jacqui@bceranch.com

[Signature Page to Stockholders Written Consent]



LAWRENCE N/AND PULCIE RSGELMAN
LIVING TRUST DATED MAY 1488
By: /4"'“1 - A

Narpd‘., Lawrente N, Kﬁgclman ¥
Title: Trustee

Number of Preferred B-1 Shares: 100,000
Attn: Larry N. Kugelman Sr.

24 Venezia

Newport Coast, CA 92657

Phone: 949-497-0149

Email: Inkdak@aol.com

[Signature Page to Stockholders Written Consent}



" Stryker Warren

Number of Preferred B-1 Shares: 25,000
Stryker Warren

Urologix Inc,

14405 21st Avenue North, Suite 110
Minneapolis, MN 55447-2000

Phone: 615-948-6710

Email: SWarren@Urologix.com

[Signature Page to Stockholders Written Consent]



W k_Q Ck--f\f‘&r\
‘Maedyn Warren

Number of Preferred B-1 Shares: 25,000
Marilyn Warren :
448 Cumberland Place

Nashville, TN 37215

Phone: 615-665-2285

Email: SWIRMHW @comcast.net

[Signature Page to Stockholders Written Consent]



PREFERRED C STOCKHOLDERS:

Number of Preferred C Shares: 520,396
Three Arch Partners

3200 Alpine Road

Portola Valley, CA 94028

Attn: Wilfred Jaeger

Email: wilfred@threearchpartners.com

TAC ASSO€TATES, L.P. .
(0 7C., its General Partner

By: Managemepgt, L

A\
Name: O '
Title: =~ MENAGING M

Iumber of Preferred C Shares: 24,602
Three Arch Partners

3200 Alpine Road

Portola Vailey, CA 94028

Attn: Wiifred Jaeger

Email: wilfred@threearchpartners.com

[Signature Page to Stockholders Written Consent]



THREE AR TNERS II, L.P.
By: T rch Management 11, L.L.C.,
its-Beneral Partner,

By:
Name: i ”
umber of Preferred C Shares: 558,971
Three Arch Partners
3200 Alpine Road
Portola Valley, CA 94028

Attn: Wilfred Jaeger
Email: wilfred@threearchpartners.com

THREE ARCH PAR IV, L.P.
By: Three anagemept [V, L.L.C,, its
General Partner

By:
NZme: 1. TG
Title: L MMACENG MEMEAER.

Numbet of Preferred C Shares: 355,483
Thyfe Arch Partners

3200 Alpine Road L 4
Portola Valley, CA 94028

Attn: Wilfred Jaeger

Email: wilfred@threearchpartners.com

[Signature Page to Stockholders Written Consent]



THREE-ARCH ASSOCIATES IV, L.P.
B Three Arch Manggement IV, L.L.C,, its
Qeneral Partny

/Number of Preferred C Shares: 7,849
Three Arch Partners
3200 Alpine Road
Portola Valley, CA 94028
Attn: Wilfred Jaeger
Emaeil: wilfred@threearchpartners.com

[Signature Page to Stockholders Written Consent)



LAWRENCEN. ULCIE EL
LIVING TRUSA DATHRD MAY 1§

P22

Namey Lawrence N. Kugelman
Title:  Trustee

By:

Number of Preferred C Shares; 24,442
Attn: Larry N, Kugelman Sr.

24 Venezia

Newport Coast, CA 92657

Phone: 949-497-0149

Email: Inkdak@aol.com

[Signature Page to Stockholders Written Consent]



Emai}/Inkdak@aol.com

[Signature Page to Stockholders Written Consent}



MORGAN STANLEY DEAN WITTER VENTURE
PARTNERYIV, L.P..

2
- éﬂllo/ . L
ame: ~ Melissa M. Daniels
Tille:  Managing Member.

Number of Preferred C Shares: 483,945

Melissa Danlels

Morgan Stanley Dean Witter

2725 Sand Hill Road, Suite 130

Menlo Park, CA 94025

Phone: 650-234-5738

Email: Melissa.Daniels@morgansianley.com

MORGAN STANLEY DEAN WITPE
INVESTOR /v L.P., /
Ay 7
By: .//(’/Z( #H AL
Kame:* Melissa M. Daniels y
Title: Managing Member

Number of Preferred C Shares: 56,146

Melissa Daniels

Morgan Stanley Dean Witter

2725 Sand Hill Road, Suite 130

Menlo Park, CA 94025

Phone: 650-234-5738

Email: Melissa. Daniels@morganstaniey.com

[Signature Page to Stockholders Written Consent]



MORGAN STANLEY DEAN WITTER VENTURE
OFFSHORE ESTORS IV.L.P. k

a2 L/ [ - £,
Nifme: Melissa M. Daniels y
Title:  Managing Member

Number of Preferred C Shares: 8,881

By:

Melissa Daniels

Morgan Stanley Dean Witter

2725 Sand Hill Road, Suite 130

Menlo Park, CA 94025

Phone: 650-234-5738

Email: Melissa.Daniels@morganstanley.com

By: - ol - -
Name: Melissa M. Daniels
Title:  Managing Member L—/

Number of Preferred C Shares: 430,078

Melissa Danlels

Morgan Stanley Dean Witter

2725 Sand Hill Roudl, Suite 130

Menio Park, CA 94025

Phone: 650-234-5738

Email: Melissa.Danicls@morganstaniey.com

[Signature Page to Stockholders Written Consent]



MORGAN STANLEY VENTURE INYESTOR;
2002 FUND . A (ﬁ
By: . IR

Title:

Managing Member
Number of Preferred C Sharey: 128,893

Melissa Daniels

Morgan Stanley Dean Witter

2725 Sand Hiil Road, Suite 130

Menlo Park, CA 94025

Phaone: 650-234-5738

Email: Melissa.Danlels@morganstanicy.com

[Signature Page to Stockholders Written Consent)



EXHIBIT A

MERGER AGREEMENT

Not Included.
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EXHIBIT B

INFORMATION STATEMENT

See attached.
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THE INFORMATION CONTAINED IN THIS MERGER SUMMARY IS CONFIDENTIAL
AND PROPRIETARY AND IS BEING PROVIDED TO RECIPIENTS SOLELY FOR THEIR
CONFIDENTIAL USE FOR THE PURPOSE OF EVALUATING THE MERGER
AGREEMENT DESCRIBED HEREIN AND WITH THE EXPRESS UNDERSTANDING
AND AGREEMENT THAT SUCH RECIPIENTS WILL NOT RELEASE THIS DOCUMENT
TO, OR DISCUSS THE INFORMATION CONTAINED HEREIN WITH, ANY PERSON
OTHER THAN THEIR INVESTMENT, TAX, LEGAL AND OTHER ADVISORS IN
CONNECTION WITH EVALUATION OF THE MERGER AGREEMENT DESCRIBED
HEREIN, AND ON THE CONDITION THAT SUCH ADVISORS SHALL AGREE TO HOLD
SUCH INFORMATION AS CONFIDENTIAL ON IDENTICAL TERMS AND CONDITIONS,
NOR WILL SUCH RECIPIENTS MAKE REPRODUCTIONS OF OR USE THIS MERGER
SUMMARY FOR ANY PURPOSE OTHER THAN EVALUATING THE MERGER
AGREEMENT DESCRIBED HEREIN. STATEMENTS HEREIN ARE MADE AS OF THE
DATE HEREOF. NEITHER THE DELIVERY OF THIS DOCUMENT NOR THE
CONSUMMATION OF ANY TRANSACTION CONTEMPLATED HEREIN SHALL
CREATE, UNDER ANY CIRCUMSTANCE, ANY IMPLICATION THAT THERE HAS
BEEN NO CHANGE IN ANY INFORMATION CONTAINED HEREIN SINCE THE DATE
HEREOF.

MERGER AGREEMENT SUMMARY
I. OVERVIEW AND PURPOSE

This confidential Merger Agreement Summary is being furnished to you, as a stockholder of
Arcadian, by Arcadian Management Services, Inc. ("Arcadian") in order to provide you an
update on recent changes made to the draft Agreement and Plan of Merger by and among
Humana, Inc. ("Humana"), Humsol, Inc., a Delaware corporation ("Merger Sub"), Arcadian
and certain Stockholders of Arcadian Management Services, Inc. (such Stockholders that are
parties thereto, the "Stockholder Parties"), (the "Merger Agreement"). The current draft of the
Merger Agreement is dated August 20, 2011 and is attached hereto as Annex A. A redline
showing changes to the Merger Agreement since the last draft circulated to you dated August 15,
2011 is attached hereto as Annex B.

Sheppard Mullin Richter & Hampton, LLP has acted as legal counsel only to Arcadian
Management Services, Inc., in connection with the Merger Agreement and the transactions
contemplated thereby, and has not represented (and does not represent) any of the
creditors, stockholders, officers, directors or employees of Arcadian Management Services,
Inc., in connection therewith. In order to obtain legal advice in connection with the Merger
Agreement and transactions contemplated thereby, such persons should seek separate legal
counsel.

This Merger Agreement Summary is qualified in its entirety by reference to the Merger
Agreement. It is important to note that the following provides only summaries of certain
provisions in the Merger Agreement and as such these summaries should be read in conjunction
with, and are subject to the actual terms and conditions of, the Merger Agreement. The Merger

WO02-WEST: IMSS2\403845057.2 -1-



Agreement and the Schedules and Exhibits thereto should be read in their entirety. References to
Sections in this summary are to Sections of the Merger Agreement. Terms capitalized but
undefined herein have the meanings given to such terms in the Merger Agreement

I1. SUMMARY OF CHANGES TO THE MERGER AGREEMENT

Option Re-Pricing/Discounted Options

The cap and escrow have been increased by $3,000,000 (i.e., total escrow and cap of
$25,500,000). Subject to escrow claims and other conditions, $3,500,000 is released at
approximately 15 months (or, if longer, following final determination of Closing Value),
$9,500,000 is released at 18 months, $9,500,000 is released at 24 months and the rest
(i.e., $3,000,000) is released at 36 months (Section 2.4 of the Merger Agreement).

Arcadian to represent that it has properly determined the option exercise price of each
option granted and each such option qualifies as an incentive stock option under Section
422 of the IRC (Section 5.8(v) of the Merger Agreement).

Arcadian to indemnify Humana for costs arising from any option issuances, including
hiring a consultant to deal with the IRS, costs of remediation and internal costs incurred
(Section 11.2(a)(viii) of the Merger Agreement).

Arcadian must gross up any option holder that suffers 409A penalties or taxes (e.g., as a
result of the option re-pricing or issuance of discounted options) (Sections 7.15 and
11.2(a)(vii1) of the Merger Agreement).

For option holders who were granted discounted options, Arcadian must file amended
Forms W2-C, take all necessary corrective actions and pay all related taxes (Section 7.15
of the Merger Agreement).

Contract Terminations (Section 7.2(e) of the Merger Agreement)

At Humana's request, Arcadian shall terminate any and all agreements between it and
McKesson Health Solutions and its affiliates, and the Stockholders will bear any costs
associated therewith.

At Humana’s request, Arcadian shall terminate (a) any contract that has not been
provided to Humana or (b) any contract that was provided to Humana only in an
incomplete form.

Stockholder Representative Fund (Section 3.2(b)(vii) of the Merger Agreement)

The Stockholder Representative fund has been increased to $1,000,000.

WO02-WEST: | MSS2\403845057.2 -2-



III. ADDITIONAL INFORMATION

Additional inquiries regarding the contents of this Merger Summary or the Merger itself should
be made directly to:

James Novello

Arcadian Health, Sr.Vice President and General Counsel
(Direct) 510-817-1845

(Cell) 510-384-7441

W02-WEST:1MSS2W03845057.2 -3-



ANNEX A
Merger Agreement

See Attached
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Applicant Name (Company) HumSol, Inc. NAIC No. 0119-
FEIN: 45-3023344

BIOGRAPHICAL AFFIDAVIT

To the extent permitted by law, this affidavit will be kept confidential by the state insurance regulatory authority.

(Print or Type)

Full Name, Address and telephone number of the present or proposed entity under which this biographical statement is being
required (Do Not Use Group Names).

HumSol, Inc.

500 West Main Street

Louisville, KY 40202

In connection with the above-named entity, I herewith make representations and supply information about myself as
hereinafter set forth. (Attach addendum or separate sheet if space hereon is insufficient to answer any question fully.) IF
ANSWER IS “NO” OR “NONE,” SO STATE.

1.  Affiant’s Full Name (Initials Not Acceptable). Paul Berthold Kusserow
2. a. Are you a citizen of the United States? YES
b. Are you a citizen of any other country, if so, what country? NO
3. Affiant’s Occupation or Profession. Business Executive
4.  Affiant’s business address. 500 West Main Street, Louisville, KY 40202
Business telephone. 502-580-2616
5. Education and Training:
College/ University City/ State Dates Attended (MM/YY) Degree Obtained
Wesleyan University Middletown, CT 09/80-06/85 BA
Graduate Studies: College/ University City/ State Dates Attended (MM/YY) Degree Obtained
Oxford University Oxford, UK 09/85-06/88 MA
Other Training: Name City/ State Dates Attended (MM/YY) Degree/Certification Obtained
NONE

(Note: If affiant attended a foreign school, please provide full address and telephone number of the college/university. If
applicable, provide the foreign student Identification Number in the space provided in the Biographical Affidavit
Supplemental Information.)

©2000-2009 National Association of Insurance Commissioners September 23, 2008
1 FORM 11



Applicant Name (Company) HumSol, Inc. NAIC No. 0119-
FEIN: 45-3023344
6. List of memberships in professional societies and associations.
Name of Address of Telephone Number
Society/Association Contact Name Society/Association of Society/Association
NONE
7. Present or proposed position with the applicant entity. Senior Vice President
8. List complete employment record for the past twenty (20) years, whether compensated or otherwise (up to and

including present jobs, positions, partnerships, owner of an entity, administrator, manager, operator, directorates or
officerships). Please list the most recent first. Attach additional pages if the space provided is insufficient. It is only

necessary to provide telephone numbers and supervisory information for the past ten (10) years.
See Employment History — Attachment A & Officerships & Directorates—Attachment B

Beginning/Ending
Dates (MM/YY)

Address

Employer’s Name

City

State/Province

Country
Supervisor / Contact

Beginning/Ending
Dates (MM/YY)

Postal Code

Phone

Offices/Positions <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>