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RISK FACTORS

Before yvou vote for adoption of the merger agreement, you should carefully consider the risks described below in
addition to the other information contained in this proxy statement/prospectus, including the section entitled “Cautionary
Statement Regarding Forward-Looking Statements ™ beginning on page 40 of this proxy statement/prospectus. By voting in
favor of the merger, you will be choosing o invest in UnitedHealth Group common stock. The risks and uncertainties
described below are not the only ones facing UnitedHealth Group. If any of the following risks actually occur, UnitedHealth
Group's business, financial condition or results of operations could be materially adversely affected, the value of
UnitedHealth Group’s common stock could decline and you may lose all or part of vour investment.

Risks Associated with the Merger

UnitedHealth Group and PacifiCare must obtain several governmental consents to complete the merger, which, if
delayed, not granted or granted with conditions may jeopardize or postpone the merger, result in additional expense or
reduce the anticipated benefits of the transaction.

UnitedHealth Group and PacifiCare must obtain specified approvals and consents in a timely manner from federal and
state agencies prior to the completion of the merger. UnitedHealth Group, or the applicable subsidiary of PacifiCare, as the
case may be, has filed acquisition of control and other transaction-related filings for approval with the Insurance Departments
of the Principal States, as well as filings with California’s Department of Managed Health Care. If such approvals are not
obtained, neither UnitedHealth Group nor PacifiCare will be obligated to complete the merger. If the parties do not receive
these approvals on terms that satisfy the merger agreement, then UnitedHealth Group will not be obligated to complete the
merger. The governmental agencies from which the parties seek approvals have broad discretion in administering relevant
Jaws and regulations. As a condition to approval of the merger, agencies may impose conditions, restrictions, qualifications,
requirements or limitations that could negatively affect the way the combined company conducts business or impair the
benefits UnitedHealth Group anticipates the merger will create. UnitedHealth Group is not obligated to complete the merger
if a governmental agency or agencies impose a condition, restriction, qualification, requirement or limitation when it grants
the specified approvals and consents which (if implemented) would constitute, or would be reasonably likely to constitute,
individually or in the aggregate, a Negative Regulatory Action, as such term is defined in the section entitled “The Merger
Agreement—Reasonable Best Efforts” beginning on page 107 of this proxy statement/prospectus. Any such conditions,
restrictions, qualifications, requirements or limitations imposed by one or more agencies could adversely affect UnitedHealth
Group’s ability to integrate the business of PacifiCare or reduce the anticipated benefits of the merger. The merger also 1s
subject to the requirements of the HSR Act, which prevents certain acquisitions from being completed until required
information and materials are furnished to the Antitrust Division of the DOJ and the FTC and certain waiting periods are
terminated or expire.

The anticipated benefits of acquiring PacifiCare may not be realized.

UnitedHealth Group and PacifiCare entered into the merger agreement with the expectation that the merger will result in
various benefits including, among others, benefits relating to a stronger and more diverse network of doctors and other health
care providers, expanded and enhanced affordable health care services that address the needs of older Americans, enhanced
revenues, a strengthened market position for UnitedHealth Group across the United States, cross selling opportunities,
technology, cost savings and operating efficiencies. Achieving the anticipated benefits of the merger is subject to a number of
uncertainties, including whether UnitedHealth Group integrates PacifiCare in an efficient and effective manner, and general
competitive factors in the marketplace. Failure to achieve these anticipated benefits could result in increased costs, decreases
in the amount of expected revenues and diversion of management’s time and energy and could materially impact
UnitedHealth Group’s business, financial condition and operating results. a

UnitedHealth Group may have difficulty integrating PacifiCare and may incur substantial costs in connection with the
integration.

Integrating PacifiCare’s operations into UnitedHealth Group operating platform will be a complex, time-consuming and
expensive process. Before the merger, UnitedHealth Group and PacifiCare operated
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independently, each with its own business, products, customers, employees, culture and systems. UnitedHealth Group may
experience material unanticipated difficulties or expenses in connection with the integration of PacifiCare, especially given
the relatively large size of PacifiCare’s operations. The time and expense associated with converting the businesses of the
combined company to a common platform and negotiating amended or new contracts with physicians, other health care
professionals and facilities, as well as other service providers may exceed management’s expectations and limit or delay the
intended benefits of the transaction. Similarly, the process of combining sales and marketing and network management
forces, consolidating administrative functions, and coordinating product and service offerings can take longer, cost more, and
provide fewer benefits than initially projected. To the extent any of these events occurs, the benefits of the transaction may be
reduced, at least for a period of time.

UnitedHealth Group may face substantial difficulties, costs and delays in integrating PacifiCare. These factors may
include:

+ retaining and integrating management and other key employees of the combined company;
+ costs and delays in implementing common systems and procedures;

+ perceived adverse changes in product offerings available to customers or customer service standards, whether or not
these changes do, in fact, occur;

- potential charges to earnings resulting from the application of purchase accounting to the transaction;
« difficulty comparing financial reports due to differing management systems;

» diversion of management resources from the business of the combined company;

+ retention of PacifiCare’s provider networks;

+ difficulty in retaining existing customers of each company; and

» reduction or loss of customer sales due to the potential for market confusion, hesitation and delay.

After the merger, UnitedHealth Group may seek to combine certain operations and functions using common information
and communication systems, operating procedures, financial controls and human resource practices, including training,
professional development and benefit programs. UnitedHealth Group may be unsuccessful in implementing the integration of
these systems and processes. Any one or all of these factors may cause increased operating costs, worse than anticipated
financial performance or the loss of customers and employees. Many of these factors are also outside the control of either
company.

No material commercial third party consents or approvals are required in connection with the proposed transaction.

"The value of the shares of UnitedHealth Group common stock that PacifiCare stockholders receive in the merger will
vary as a result of the fixed exchange ratio and possible fluctuations in the price of UnitedHealth Group’s common stock.

At the effective time of the merger, each outstanding share of PacifiCare common stock will be converted into the right
to receive 1.1 shares of UnitedHealth Group common stock and $21.50 in cash. The ratio at which the shares will be
converted is fixed and any changes in the price of UnitedHealth Group common stock will affect the value of the
consideration that PacifiCare stockholders receive in the merger such that if the price of UnitedHealth Group common stock
declines prior to completion of the merger, the value of the merger consideration to be received by PacifiCare stockholders
will decrease. Stock price variations could be the result of changes in the business, operations or prospects of UnitedHealth
Group, PacifiCare or the combined company, market assessments of the likelihood that the merger will be completed within
the anticipated time or at all, general market and economic conditions and other factors which are beyond the control of
UnitedHealth Group or PacifiCare. Recent market prices of UnitedHealth Group common stock and PacifiCare common
stock are set forth in the section entitled “Market Price and Dividend Information.” on page 30 of this proxy
statement/prospectus.
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We encourage PacifiCare stockholders to obtain current trading prices for UnitedHealth Group common stock and
PacifiCare common stock. The price of UnitedHealth Group common stock and PacifiCare common stock at the effective
time of the merger may vary from their prices on the date of this proxy statement/prospectus and at the time of the special
meeting. The historical prices of UnitedHealth Group’s common stock and PacifiCare’s common stock included in this proxy
statement/prospectus are not indicative of their prices on the date the merger is effective. The future market prices of
UnitedHealth Group common stock and PacifiCare common stock cannot be guaranteed or predicted.

The merger may result in a loss of customers and providers.

Some customers may seek alternative sources of product and/or service after the announcement of the merger due to,
among other reasons, a desire not to do business with the combined company or perceived concerns that the combined
company may not continue to support and develop certain product lines. The combined company could experience some
customer attrition by reason of announcement of the merger or after the merger. Difficulties in combining operations could
also result in the loss of providers and potential disputes or litigation with customers, providers or others. Any steps by
management to counter such potential increased customer or providers attrition may not be effective. Failure by management
to control attrition could result in worse than anticipated financial performance.

If the conditions to the merger are not met, the merger may not Occur.

Specified conditions set forth in the merger agreement must be satisfied or waived to complete the merger. For a more
complete discussion of the conditions to the merger, please see the section entitled “The Merger Agreement—Conditions to
the Merger” beginning on page 109 of this proxy statement/prospectus. If the conditions are not satisfied or waived, to the
extent permitted by law or stock exchange rule, the merger will not occur or will be delayed, and each of UnitedHealth Group
and PacifiCare may lose some or all of the intended benefits of the merger. The following conditions, in addition to other
customary closing conditions, must be satisfied or waived, if permissible, before UnitedHealth Group and PacifiCare are
obligated to complete the merger:

- the merger agreement must be adopted by the holders of a majority of the outstanding shares of PacifiCare common
stock as of the record date;

- the waiting period (and any extension thereof) applicable to the merger pursuant to the HSR Act, or any other
applicable competition, merger, antitrust or similar law must have expired or been terminated;

+  specified governmental consents and approvals must have been obtained and be in full force and effect; and

- there must be no temporary restraining order, preliminary or permanent injunction or other order or decree issued by
any court of competent jurisdiction or other statute, law, rule, legal restraint or prohibition in effect preventing the
completion of the merger.

In addition, the obligations of UnitedHealth Group and Point Acquisition to complete the merger are subject to the
satisfaction or waiver to the extent permitted by law or stock exchange ruie, of each of the following conditions specifted in
the merger agreement:

«  there shall not be pending any suit, action or proceeding by any federal or state governmental entity (1) challenging
the acquisition or seeking to place limitations on the acquisition and ownership of shares of PacifiCare by
UnitedHealth Group or Point Acquisition or to restrain or prohibit the completion of the merger which suit, action or
proceeding UnitedHealth Group determines has a reasonable possibility of being decided in favor of such
governmental entity or could reasonably be expected to result in material damages or material harm to PacifiCare or
UnitedHealth Group, (2) seeking to (i) prohibit or limit the ownership or operation of PacifiCare by UnitedHealth
Group or Point Acquisition, (ii) compel the disposal of any business or assets as result of the merger, or (iii) impose
any obligations on the operation of the businesses of UnitedHealth Group, PacifiCare or Point Acquisition, or (3)

seeking to obtain damages, payments or legally binding assurances, which suit, action or proceeding in the case of
(2) or (3) would
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reasonably be likely to have, individually or in the aggregate, a Negative Regulatory Action as defined in the section
entitled “The Merger Agreement—Reasonable Best Efforts” beginning on page 107 of this proxy
statement/prospectus;

«  there must be no legal restraint in effect which would reasonably be expected to result in any of the effects set forth
in (1) through (3) of the preceding bullet point; and

- specified regulatory consents and approvals must have been obtained and be in full force and effect without
conditions, restrictions, limitations, qualifications or requirements which would be reasonably likely to constitute
individually or in the aggregate a Negative Regulatory Action as defined in the section entitled “The Merger
Agreement—Reasonable Best Efforts” beginning on page 107 of this proxy statement/prospectus.

UnitedHealth Group and PacifiCare may waive one or more of the conditions to the merger without resoliciting
stockholder approval for the merger.

Except as provided in the last sentence of this paragraph, each of the conditions to UnitedHealth Group’s and
PacifiCare’s obligations to complete the merger may be waived, in whole or in part, to the extent permitted by applicable
law, by agreement of UnitedHealth Group and PacifiCare if the condition is a condition to both UnitedHealth Group’s and
PacifiCare’s obligation to complete the merger, or by the party for which such condition is a condition of its obligation to
complete the merger. The boards of directors of UnitedHealth Group and PacifiCare will evaluate the materiality of any such
waiver to determine whether amendment of this proxy statement/prospectus and resolicitation of proxies is necessary.
However, UnitedHealth Group and PacifiCare generally do not expect any such waiver to be significant enough to require
resolicitation of stockholders. In the event that any such waiver is not determined to be significant enough to require
resolicitation of stockholders, the companies will have the discretion to complete the merger without seeking further
stockholder approval. UnitedHealth Group and PacifiCare have agreed, however, that neither party shall waive the condition
regarding the receipt of the opinion of its tax counsel following the adoption of the merger agreement by PacifiCare
stockholders unless further stockholder approval is obtained with appropriate disclosure.

Some directors and executive officers of PacifiCare have interests that differ from those of PacifiCare stockholders in
recommending that PacifiCare stockholders vote in favor of adoption of the merger agreement.

PacifiCare’s directors and executive officers have interests in the merger as individuals in addition to, and that may be
different from, the interests of PacifiCare stockholders generally. Twenty-one members of PacifiCare’s senior management,
including, Messrs. Phanstiel, Bowlus, Scott and Konowiecki and Ms. Kosecoff have entered into employment agreements
with UnitedHealth Group that become effective upon completion of the merger and which will become void if the merger is
not completed. These agreements provide for initial terms of one or two years and generally provide that each executive
officer will receive a signing bonus in the form of restricted stock or cash. The employment agreements also provide for an
initial grant of UnitedHealth Group restricted stock upon completion of the merger. In addition, the completion of the merger
will generally result in the accelerated vesting of stock options that have been granted under PacifiCare’s equity
compensation plans to employees, executive officers and directors. Restricted stock, restricted stock units and deferred stock
units held by PacifiCare’s executive officers and directors under PacifiCare’s compensation plans generally will also vest and
become distributable as a result of the merger, in the form of merger consideration. UnitedHealth Group has agreed in the
merger agreement to continue the PacifiCare supplemental executive retirement plan for at least one year following the
effective date of the merger, and to provide continued compensation and benefits following the completion of the merger that
are no less favorable than those provided pursuant to PacifiCare’s plans and policies prior to the merger or those provided by
UnitedHealth Group to its similarly situated employees in the discretion of UnitedHealth Group. UnitedHealth Group also
agreed in the merger agreement to indemnify, exculpate and provide liability insurance to PacifiCare’s officers, directors and
certain employees. The PacifiCare board of directors was aware of these arrangements and considered them in its decision to
approve and adopt the merger agreement.

Such interests may influence directors in making their recommendation that you vote in favor of the merger agreement
and officers in supporting the merger. For more information about these interests, please see the section entitled “Interests of
Certain Persons in the Merger” beginning on page 83 of this proxy statement/prospectus.
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Risks Related to UnitedHealth Group’s Business
UnitedHealth Group must effectively manage its health care costs.

Under UnitedHealth Group’s risk-based product arrangements, it assumes the risk of both medical and administrative
costs for its customers in return for monthly premiums. Premium revenues from risk-based products (excluding AARP) have
typically comprised approximately 75% to 80% of UnitedHealth Group’s total consolidated revenues. UnitedHealth Group
generally uses approximately 80% to 85% of its premium revenues to pay the costs of health care services delivered to these
customers. The profitability of UnitedHealth Group’s risk-based products depends in large part on its ability to accurately
predict, price for, and effectively manage health care costs. Total health care costs are affected by the number of individual
services rendered and the cost of each service. UnitedHealth Group’s premium revenue is typically fixed in price fora 12-
month period and is generally priced one to four months before contract commencement. Services are delivered and related
costs are incurred when the contract commences. Although UnitedHealth Group bases the premiums it charges on its estimate
of future health care costs over the fixed premium period, inflation, regulations and other factors may cause actual costs to
exceed what was estimated and reflected in premiums. These factors may include increased use of services, increased cost of
individual services, catastrophes, epidemics, the introduction of new or costly treatments and technology, new mandated
benefits or other regulatory changes, insured population characteristics and seasonal changes in the level of health care use.
As a measure of the impact of medical cost on UnitedHealth Group’s financial results, relatively small differences between
predicted and actual medical costs as a percentage of premium revenues can result in significant changes in its financial
results. For example, if medical costs increased by 1 percent without a proportional change in related revenues for
UnitedHealth Group’s commercial insured products, its annual net earnings for 2004 would have been reduced by
approximately $105 million. In addition, the financial results UnitedHealth Group reports for any particular period include
estimates of costs that have been incurred for which it has not received the underlying claims or for which it has received the
claims but not yet processed them. If these estimates prove too high or too low, the effect of the change in estimate will be
included in future results. That change can be either positive or negative to UnitedHealth Group’s results.

UnitedHealth Group faces competition in many of its markets and customers have flexibility in moving between
compelilors.

UnitedHealth Group’s businesses compete throughout the United States and face competition in all of the geographic
markets in which they operate. For UnitedHealth Group’s Uniprise and Health Care Services segments, competitors include
Aetna Inc., Cigna Corporation, Coventry Health Care, Inc., Humana Inc., WellChoice, Inc., and WellPoint, Inc., numerous
for-profit and not-for-profit organizations operating under licenses from the Blue Cross Blue Shield Association and other
enterprises concentrated in more limited geographic areas. UnitedHealth Group’s Specialized Care Services and Ingenix
segments also compete with a number of businesses. The addition of new competitors can occur relatively easily, and
customers enjoy significant flexibility in moving between competitors. In particular markets, competitors may have
capabilities that give them a competitive advantage. Greater market share, established reputation, superior supplier
arrangements, existing business relationships, and other factors all can provide a competitive advantage to UnitedHealth
Group’s businesses or to their competitors. In addition, significant merger and acquisition activity has occurred in the
industries in which it operates, both as to its competitors and suppliers in these industries. Consolidation may make it more
difficult for UnitedHealth Group to retain or increase customers, to improve the terms on which it does business with its
suppliers, or to maintain or advance profitability.

UnitedHealth Group's relationship with AARP is important.

Under UnitedHealth Group’s 10-year contract with AARP, which commenced in 1998, it provides Medicare supplement
and hospital indemnity health insurance and other products to AARP members. As of Tune 30, 2005, its portion of AARP’s
insurance program represented approximately $4.7 billion in annual net premium revenue from approximately 3.8 million
AARP members. The AARP contract may be terminated early by it or AARP under certain circumstances, mcluding a
material breach by either party, insolvency of either party, a material adverse change in the financial condition of either party,
and by mutual agreement. The success of UnitedHealth Group’s
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AARP arrangement depends, in part, on its ability to service AARP and its members, develop additional products and
services, price the products and services competitively, and respond effectively to federal and state regulatory changes.

The favorable and unfavorable effects of changes in Medicare are uncertain.

The Medicare changes being implemented as a result of the Medicare Modernization Act of 2003 are complex and wide-
ranging. There are numerous changes that will influence UnitedHealth Group’s business. It has invested considerable
resources analyzing how to best address uncertainties and risks associated with the changes that may arise. In January 2005,
the Centers for Medicare and Medicaid Services, which is referred to as CMS, released detailed regulations on major aspects
of the legislation, however, some important requirements related to the implementation of the new product offerings,
including the Part D prescription drug benefit and the regional Medicare Advantage Preferred Provider Organizations, have
not yet been released by the federal government, thus creating challenges for planning and implementation. UnitedHealth
Group believes the increased funding provided in the legislation will increase the number of competitors in the seniors health
services segment.

UnitedHealth Group’s business is subject to routine government scrutiny, and UnitedHealth Group must respond
quickly and appropriately to frequent changes in government regulations.

UnitedHealth Group’s business is regulated at the federal, state, local and international levels. The laws and rules
governing its business and interpretations of those laws and rules are subject to frequent change. Broad latitude is given to the
agencies administering those regulations. Existing or future laws and rules could force UnitedHealth Group to change how it
does business, restrict revenue and enrollment growth, increase its health care and administrative costs and capital
requirements, and increase its liability in federal and state courts for coverage determinations, contract interpretation and
other actions. UnitedHealth Group must obtain and maintain regulatory approvals to market many of its products, to increase
prices for certain regulated products and to consummate its acquisitions and dispositions. Delays in obtaining or its failure to
obtain or maintain these approvals could reduce its revenue or increase UnitedHealth Group’s costs.

UnitedHealth Group participates in federal, state and Jocal government health care coverage programs. These programs
generally are subject to frequent change, including changes that may reduce the number of persons enrolled or eligible,
reduce the amount of reimbursement or payment levels, or increase its administrative or health care costs under such
programs. Such changes have adversely affected its financial results and willingness to participate in such programs in the
past, and may do so in the future.

State legislatures and Congress continue to focus on health care issues. Legislative and regulatory proposals at state and
federal levels may affect certain aspects of UnitedHealth Group’s business, including contracting with physicians, hospitals
and other health care professionals; physician reimbursement methods and payment rates; coverage determinations; claim
payments and processing; drug utilization and patient safety efforts; use and maintenance of individually identifiable health
information; medical malpractice litigation; and government-sponsored programs. UnitedHealth Group cannot predict if any
of these initiatives will ultimately become binding law or regulation, or, if epacted, what their terms will be, but their
enactment could increase its costs, expose it to expanded liability, require it to revise the ways in which it conducts business
or put it at risk for loss of business.

UnitedHealth Group typically has and is currently involved in various governmental investigations, audits and reviews.
These include routine, regular and special investigations, audits and reviews by CMS, state insurance and health and welfare
departments and state attorneys general, the Office of the Inspector General, the Office of Personnel Management, the Office
of Civil Rights, the DOJ and U.S. attorneys. Such government actions can result in assessment of damages, civil or criminal
fines or penalties, or other sanctions, including restrictions or changes in the way it conducts business, loss of licensure of
exclusion from participation in government programs. In addition, public perception or publicity surrounding routine
governmental investigations may adversely affect its stock price, damage its reputation in various markets or make 1t more
difficult for UnitedHealth Group to sell products and services.
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Relationships with physicians, hospitals and other health care providers are important to UnitedHealth Group’s
business.

UnitedHealth Group contracts with physicians, hospitals, pharmaceutical benefit service providers, pharmaceutical
manufacturers, and other health care providers for competitive prices. UnitedHealth Group’s results of operations and
prospects are substantially dependent on its continued ability to maintain these competitive prices. A number of organizations
are advocating for legislation that would exempt certain of these physicians and health care professionals from federal and
state antitrust laws. In any particular market, these physicians and health care professionals could refuse to contract, demand
higher payments, or take other actions that could result in higher health care costs, less desirable products for customers or
difficulty meeting regulatory or accreditation requirements. In some markets, certain health care providers, particularly
hospitals, physician/hospital organizations or multi-specialty physician groups, may have significant market positions or near
monopolies that could result in diminished bargaining power on UnitedHealth Group’s part.

The nature of UnitedHealth Group’s business exposes it 1o litigation risks.

Periodically, UnitedHealth Group becomes a party to the types of legal actions that can affect any business, such as
employment and employment discrimination-related suits, employee benefit claims, breach of contract actions, tort claims,
shareholder suits, and intellectual property-related litigation. In addition, because of the nature of UnitedHealth Group’s
business, it is routinely made party to a variety of legal actions related to the design, management and offerings of its
services. These matters include, among others, claims related to health care benefits coverage, medical malpractice actions,
contract disputes and claims related to disclosure of certain business practices. In 1999, a number of class action lawsuits
were filed against it and virtually all major entities in the health benefits business. The suits are purported class actions on
behalf of physicians for alleged breaches of federal statutes, including the Employee Retirement Income Security Act of 1974
and the Racketeer Influenced Corrupt Organization Act. In March 2000, the American Medical Association filed a lawsuit
against it in connection with the calculation of reasonable and customary reimbursement rates for non-network providers.
Although the expenses which UnitedHealth Group has incurred to date in defending the 1999 class action lawsuits and the
American Medical Association lawsuit have not been material to its business, it will continue to incur expenses in the defense
of these lawsuits and other matters, even if they are without merit.

UnitedHealth Group is largely self-insured with regard to litigation risks, however, it maintains excess hability
insurance with outside insurance carriers to minimize risks associated with catastrophic claims. Although UnitedHealth
Group believes that it is adequately insured for claims in excess of its self-insurance, certain types of damages, such as
punitive damages, are not covered by insurance. UnitedHealth Group records liabilities for its estimates of the probable costs
resulting from self-insured matters. Although UnitedHealth Group believes the liabilities established for these risks are
adequate, it is possible that the level of actual losses may exceed the liabilities recorded.

UnitedHealth Group's businesses depend on effective information systems and the integrity of the data in UnitedHealth
Group’s information systems.

UnitedHealth Group’s ability to adequately price its products and services, provide effective and efficient service to its
customers, and to accurately report its financial results depends on the integrity of the data in its information systems. As a
result of its acquisition activities, it has acquired additional systems. UnitedHealth Group has been taking steps to reduce the
number of systems it operates and have upgraded and expanded its information systems capabilities. If the information it
relies upon to run its businesses was found to be inaccurate or unreliable or if it fails to maintain effectively its information
systems and data integrity, it could lose existing customers, have difficulty attracting new customers, have problems in
determining medical cost estimates and establishing appropriate pricing, have customer and physician and other health care
provider disputes, have regulatory problems, have increases in operating expenses or suffer other adverse consequences.
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UnitedHealth Group has intangible assets, whose values may become impaired.

Due largely to UnitedHealth Group’s recent acquisitions, goodwill and other intangible assets represent a substantial

portion of its assets. Goodwill and other intangible assets were approximately $10.7 billion as of June 30, 2005, representing
approximately 38% of its total assets. If UnitedHealth Group makes additional acquisitions, such as its pending acquisitions
of PacifiCare and Neighborhood Health Partnership, it is likely that UnitedHealth Group will record additional intangible
assets on its books. UnitedHealth Group periodically evaluates its goodwill and other intangible assets to determine whether
all or a portion of their carrying values may no longer be recoverable, in which case a charge to earnings may be necessary.
Any future evaluations requiring an asset impairment of its goodwill and other intangible assets could materially affect its
results of operations and shareholders’ equity in the period in which the impairment occurs. A material decrease in
shareholders’ equity could, in turn, negatively impact its debt ratings or potentially impact its compliance with existing debt
covenants.

UnitedHealth Group must comply with emerging restrictions on patient privacy and information security, including
taking steps to ensure compliance by its business associates who obtain access to sensitive patient information when
providing services to il.

The use of individually identifiable data by UnitedHealth Group’s businesses is regulated at the international, federal
and state levels. These laws and rules are changed frequently by legislation or administrative interpretation. Various state
laws address the use and disclosure of individually identifiable health data. Most are derived from the privacy and security
provisions in the federal Gramm-Leach-Bliley Act and the Health Insurance Portability and Accountability Act of 1996,
which is referred to as HIPAA. HIPAA also imposes guidelines on its business associates (as this term is defined in the
HIPAA regulations). Even though UnitedHealth Group provides for appropriate protections through its contracts with its
business associates, it still has limited control over their actions and practices. Compliance with these proposals,
requirements, and new regulations may result in cost increases due to necessary systems changes, the development of new
administrative processes, and the effects of potential noncompliance by its business associates. They also may impose further
restrictions on its use of patient identifiable data that is housed in one or more of its administrative databases.

UnitedHealth Group’s knowledge and information-related businesses depend on its ability fo maintain proprietary
rights to its databases and related products.

UnitedHealth Group relies on its agreements with customers, confidentiality agreements with employees, and its trade
secrets, copyrights and patents to protect its proprietary rights. These legal protections and precautions may not prevent
misappropriation of its proprietary information. In addition, substantial litigation regarding intellectual property rights exists
in the software industry, and UnitedHealth Group expects software products to be increasingly subject to third-party
infringement claims as the number of products and competitors in this industry segment grows. Such litigation and

misappropriation of UnitedHealth Group’s proprietary information could hinder its ability to market and sell products and
services.

The effects of the war on terror and future terrorist attacks could impact the health care industry.

The terrorist attacks launched on September 11, 2001, the war on terrorism, the threat of future acts of terrorism and the
related concerns of customers and providers have negatively affected, and may continue to negatively affect, the U.S.
economy in general and its industry specifically. Depending on the government’s actions and the responsiveness of public
health agencies and insurance companies, future acts of terrorism and bio-terrorism could lead to, among other things,
increased use of health care services including, without limitation, hospital and physician services; loss of membership in
health benefit programs it administers as a result of lay-offs or other reductions of employment; adverse effects upon the
financial condition or business of employers who sponsor health care coverage for their employees; disruption of its
information and payment systems; increased health care costs due to restrictions on its ability to carve out certain categories
of risk, such as acts of terrorism; and disruption of the financial and insurance markets in general.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This proxy statement/prospectus, including the annexes and exhibits hereto, and the other documents incorporated by
reference in this proxy statement/prospectus contain *“forward-looking statements” within the meaning of the Private
Securities Litigation Reform Act of 1995. These statements may be made directly in this proxy statement/prospectus
referring to UnitedHealth Group or PacifiCare, including the Annexes attached to this proxy statement/prospectus and made
part of this proxy statement/prospectus, and may include statements regarding the period following completion of the merger.
These statements are intended to take advantage of the “safe harbor” provisions of the Private Securities Litigation Reform
Act of 1995.

These forward-looking statements are based on current expectations or projections about operations, industry, financial
condition and liquidity. Words such as “may,” “could,” “will,” “should,” “plan,” “predict,” “potential,” “‘anticipate,”
“continue,” “estimate,” “expect,” “project,” “intend,” “believe” and variations thereof or words and terms of similar
substance used in connection with any discussion of future operating or financial performance, the merger or our businesses,
identify forward- looking statements. You should note that the discussion of UnitedHealth Group’s and PacifiCare’s reasons
for the merger and the description of PacifiCare’s financial advisors’ opinions, as well as other portions of this proxy’
statement/prospectus, contain many forward-looking statements that describe beliefs, assumptions and estimates as of the
indicated dates and those forward-looking expectations may have changed as of the date of this proxy statement/prospectus.
In addition, any statements that refer to expectations, projections or other characterizations of future events or circumstances,
including any underlying assumptions, are forward-looking statements. By their nature, forward-looking statements are not
guarantees of future performance or results and are subject to risks, uncertainties and assumptions that are difficult to predict
or quantify. Therefore, actual results could differ materially and adversely from these forward-looking statements.

Health benefits companies operate in a highly competitive, constantly changing environment that is significantly
influenced by aggressive marketing and pricing practices of competitors, regulatory oversight and organizations that have
resulted from business combinations. In addition to the risk factors identified elsewhere in this proxy statement/prospectus,
the following is a summary of factors, the results of which, either individually or in combination, if markedly different from
UnitedHealth Group’s and PacifiCare’s planning assumptions, could cause UnitedHealth Group’s and PacifiCare’s results to
differ materially from those expressed in any forward-looking statements contained in this proxy statement/prospectus,
including the Annexes attached to this proxy statement/prospectus and made part of this proxy statement/prospectus:

+ trends in health care costs and utilization rates
+ ability to secure sufficient premium rate increases;
+ competitor pricing below market trends of increasing costs;

- increased government regulation of health benefits and managed care or other changes in the regulatory
environment;

-+ significant acquisitions or divestitures by major competitors;

« introduction and utilization of new prescription drugs and technology;

» adowngrade in our financial strength ratings;

+ changes in the securities markets;

» litigation targeted aj health benefits companies;

«  ability to contract with providers consistent with past practice;

+  general economic downtumns or changes in political or competitive forces;

» the level of realization, if any, of expected cost savings and other synergies from the merger;
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. difficulties related to the integration of the business of UnitedHealth Group and PacifiCare may be greater than
expected;

- revenues following the merger may be lower than expected;

- the general risks that occur in our day-to-day businesses including those discussed in our respective Annual Reports
on Form 10-K, Quarterly Reports on Form 10-Q and exhibits and amendments to those reports; and

«  the risk that our analyses of these risks could be incorrect and that the strategy developed to address them could be
unsuccessful.

The above list is not intended to be exhaustive and there may be other factors that would preclude us from realizing the
predictions made in the forward-looking statements. Because such forward-looking statements are subject to assumptions and
uncertainties, actual results may differ materially from those contemplated, projected, expressed or implied by such forward-
looking statements. PacifiCare stockholders are cautioned not to place undue reliance on such statements, which speak only
as of the date of this proxy statement/prospectus or the date of PacifiCare’s financial advisors’ respective opinions or in the
case of documents incorporated by reference, as of the date of those documents.

All subsequent written and oral forward-looking statements concerning the merger or other matters addressed in this
proxy statement/prospectus and attributable to UnitedHealth Group or PacifiCare or any person acting on their behalf are
expressly qualified in their entirety by the cautionary statements contained or referred to in this section. Except to the extent
required by applicable law or regulation, neither UnitedHealth Group nor PacifiCare undertakes any obligation to release
publicly any revisions or updates to such forward-looking statements to reflect events or circumstances after the date of this
proxy statement/prospectus or to reflect the occurrence of unanticipated events.
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THE SPECIAL MEETING OF PACIFICARE STOCKHOLDERS

This proxy statement/prospectus is furnished in connection with the solicitation of proxies from the holders of
PacifiCare common stock by the PacifiCare board of directors for use at the special meeting of PacifiCare stockholders. The
purpose of the special meeting is for you to consider and vote upon a proposal to adopt the merger agreement. A copy of the
merger agreement is attached to this proxy statement/prospectus as Annex A and made part of this proxy
statement/prospectus.

This proxy statement/prospectus is first being fumished to PacifiCare stockholders on or about , 2005.

Date, Time and Place of the Special Meeting

The special meeting will be held on , 2005 at local time at

Matters to be Considered at the Special Meeting

At the special meeting, stockholders of PacifiCare will be asked to (1) consider and vote upon a proposal to adopt the
merger agreement, {2) consider and vote on a proposal to authorize the proxyholders to vote to adjourn or postpone the
special meeting, in their sole discretion, for the purpose of soliciting additional votes for the adoption of the merger
agreement and (3) transact such other business as may properly come before the special meeting or any postponements or
adjournments of the special meeting. Adoption of the merger agreement will also constitute approval of the merger and the
other transactions contemplated by the merger agreement.

Board Recommendation

The PacifiCare board of directors has unanimously approved and adopted the merger agreement and unanimously
recommends that PacifiCare stockholders vote “FOR” the adoption of the merger agreement and authorization of the
proxyholders to vote to adjourn or postpone the special meeting for the purpose of soliciting additional votes for the adoption
of the merger agreement. See the section entitled “The Merger—PacifiCare’s Reasons for the Merger” beginning on page 54
of this proxy statement/prospectus.

Record Date and Shares Entitled to Vote

PacifiCare’s board of directors has fixed the close of business on . 2005 as the record date for determination
of PacifiCare stockholders entitled to notice of and to vote at the special meeting. As of the close of business on
2005, there were shares of PacifiCare common stock outstanding and entitled to vote, held of record by
approximately stockholders. A majority of these shares, present in person or represented by proxy, will constitute a
quorum for the transaction of business. If a quorum is not present, it is expected that the special meeting will be adjourned or
postponed to solicit additional proxies. Each PacifiCare stockholder is entitled to one vote for each share of PacifiCare
common stock held as of the record date.

v

Vote Required

Adoption of the merger agreement by PacifiCare’s stockholders is required by Delaware law. Such adoption requires the
affirmative vote of the holders of a majority of the shares of PacifiCare common stock outstanding on the record date and
entitled to vote at the special meeting. Authorizing the proxyholders to vote to adjourn or postpone the special meeting for
the purpose of soliciting additional votes for the adoption of the merger agreement will require the affirmative vote of
PacifiCare stockholders representing a majority of the shares of PacifiCare common stock present and entitled to vote at the
special meeting. The directors and executive officers of PacifiCare beneficially owned approximately 5% of the outstanding
shares of PacifiCare common stock as of June 30, 2005, including options exercisable within 60 days, as of the record date.
As of the record date and the date of this proxy statement/prospectus, neither UnitedHealth Group nor any of its directors or
officers owned any shares of PacifiCare common stock.
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Voting of Proxies

If you vote your shares of PacifiCare common stock by (1) signing and returning the enclosed proxy in the enclosed
prepaid and addressed envelope, (2) telephone or (3) accessing the Internet, your shares, unless your proxy is revoked, will be
voted at the special meeting as you indicate on your proxy. 1f no instructions are indicated on your signed proxy card, your
shares will be voted “FOR” adoption of the merger agreement and authorization of the proxyholders to vote for the
adjournment or postponement of the special meeting for the purpose of soliciting additional votes.

You are urged to mark the box on the proxy card, following the instructions included on your proxy card, to indicate
how to vote your shares. To vote by telephone or the Internet, please follow the instructions included on your proxy card. If
you vote by telephone or the Internet, you do not need to complete and mail your proxy card. Votes by telephone or the
Internet must be received by 11:59 p.m., local time, on , . 2005. Voting by telephone or the Internet will
not affect your right to vote in person should you decide to attend the special meeting. If your shares are held in an account at
a brokerage firm or bank, you must instruct such institution on how to vote your shares. Your broker or bank will vote your
shares only if you provide instructions on how to vote by following the information provided to you by your broker or bank.
If you do not instruct your broker, bank or other nominee, they will not be able to vote your shares.

Other Business

PacifiCare’s board of directors does not presently intend to bring any other business before the special meeting and, so
far as is presently known to PacifiCare’s board of directors, no other matters are to be brought before the special meeting. As
to any business that may properly come before the special meeting, however, it is intended that proxies, in the form enclosed,
will be voted in respect of such business in accordance with the judgment of the persons voting such proxies.

Revocation of Proxies

Y ou may revoke your proxy at any time prior to its use by delivering to the Secretary of PacifiCare, at PacifiCare’s
offices at 5995 Plaza Drive, Cypress, CA 90630-5028, a signed notice of revocation bearing a date later than the date of the
proxy stating that the proxy is revoked, by granting a duly executed new, signed proxy bearing a later date or by submitting a
new proxy by telephone or the Internet, or if you are a holder of record by attending the special meeting and voting in person.
Although, attendance at the special meeting does not in itself constitute the revocation of a proxy. If you hold your shares in
“street name,” you must get a proxy from your broker, bank or other custodian to vote your shares in person at the special
meeting.

Quorum; Broker Abstentions and Broker Non-Votes

The required quorum for the transaction of business at the special meeting is a majority of the shares of PacifiCare
common stock issued and outstanding on the record date. Abstentions and broker non-votes each will be included in
determining the number of shares present and voting at the meeting for the purpose of determining the presence of a quorum.
Because adoption of the merger agreement requires the affirmative vote of a majority of the outstanding shares of PacifiCare
common stock entitled to vote, abstentions and broker non-votes will have the same effect as votes against adoption of the
merger agreement. Abstentions and broker non-votes also will have the same effect as votes against the authorization of the
proxyholders to vote to adjourn or postpone the special meeting for the purpose of soliciting additional votes. In addition, the
failure of a PacifiCare stockholder to return a proxy will have the effect of a vote against the adoption of the merger
agreement.

The actions proposed in this proxy statement/prospectus are not matters that can be voted on by brokers holding shares
for beneficial owners without the owners’ specific instructions. If you do not instruct your broker, bank or other nominee,
they will not be able to vote your shares, such failure to vote is a broker non-vote. Accordingly, if a broker or bank holds
your shares you are urged to instruct your broker or bank on how to vote your shares.
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Expenses of Solicitation

UnitedHealth Group and PacifiCare will share equaily the costs of preparing and distributing this proxy
statement/prospectus for the special meeting. In addition to solicitation by mail, directors, officers and regular employees of
PacifiCare or its subsidiaries may solicit proxies from stockholders by telephone, telegram, e-mail, personal interview or
other means. UnitedHealth Group and PacifiCare currently expect not to incur any costs beyond those customarily expended
for a solicitation of proxies in connection with a merger agreement. Directors, officers and employees of UnitedHealth Group
and PacifiCare will not receive additional compensation for their solicitation activities, but may be reimbursed for reasonable
out of pocket expenses incurred by them in connection with the solicitation. Brokers, dealers, commercial banks, trust
companies, fiduciaries, custodians and other nominees have been requested to forward proxy solicitation materials to their
customers and such nominees will be reimbursed for their reasonable out of pocket expenses. PacifiCare has engaged
Georgeson Shareholder to assist in the solicitation of proxies for the special meeting and PacifiCare estimates it will pay such
firm a fee of approximately $20,000, and will reimburse Georgeson Shareholder for reasonable out of pocket expenses
incurred in connection with such solicitation.

Householding

Some banks, brokers and other nominee record holders may be participating in the practice of “householding” proxy
statements and annual reports. This means that only one copy of this proxy statement/prospectus may have been sent to
multiple stockholders in your household. PacifiCare will promptly deliver a separate copy of this proxy statement/prospectus,
including the attached Annexes to you if you write to PacifiCare Health Systems, Inc., 5995 Plaza Drive, Cypress, CA 90630,
Attention: Investor Relations or call Investor Relations at 714-952-1121. If you wish to receive separate copies of an annual
report or proxy statement in the future, or if you are receiving multiple copies and would like to receive only one copy for
your household, you should contact your bank, broker or other nominee record holder, or you may contact PacifiCare, as
applicable, at the above address and phone number.

Assistance

If you need assistance in completing your proxy card or have questions regarding the special meeting, please contact
PacifiCare Investor Relations at 714-952-1121 or write to PacifiCare Health Systems, Inc., 5995 Plaza Drive, Cypress, CA
90630, Attention: Investor Relations, or contact Georgeson Shareholder toll-free at 866-344-4276 or write to Georgeson
Shareholder, 17 State Street, 10th Floor, New York, NY 10004-1501.

The matters to be considered at the special meeting are of great importance to the stockholders of PacifiCare.
Accordingly, you are urged to read and carefully consider the information presented in this proxy
statement/prospectus, and to complete, date, sign and promptly return the enclosed proxy in the enclosed postage-
paid envelope or submit your proxy by telephone or the Internet.

Stockholders should not send any stock certificates at this time. A transmittal form with instructions for the
surrender of stock certificates for PacifiCare common stock will be mailed to you as soon as practicable after
completion of the merger.
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THE MERGER

This section of the proxy statement/prospectus describes material aspects of the merger. While UnitedHealth Group and
PacifiCare believe that the description covers the material terms of the merger and the related transactions, this summary
may not contain all of the information that is important to you. You should carefully read this entire proxy
statement/prospectus, the attached annexes, and the other documents to which this proxy statement/prospectus refers, for a
more complete understanding of the merger.

General Description of the Merger

At the effective time of the merger, PacifiCare will merge with and into Point Acquisition. Upon completion of the
merger, the separate corporate existence of PacifiCare will cease and Point Acquisition will continue as the surviving entity
with the name PacifiCare Health Systems.

As a result of the merger, each share of PacifiCare common stock outstanding at the effective time of the merger will be
converted automatically into the right to receive 1.1 shares of UnitedHealth Group common stock, sometimes referred to as
the “exchange ratio”, plus $21.50 in cash, without interest. PacifiCare stockholders will receive cash instead of fractional
shares of UnitedHealth Group common stock that would have otherwise been issued as a result of the merger. 1f the number
of shares of either UnitedHealth Group common stock or PacifiCare common stock changes before the merger is completed
because of stock dividend, subdivision, reclassification, recapitalization, split, combination, exchange of shares or similar
transaction, then an appropriate and proportionate adjustment will be made to the stock and cash to be received by PacifiCare
stockholders in the merger.

Based on the number of shares of PacifiCare common stock and UnitedHealth Group common stock outstanding or
issuable upon exercise of outstanding stock options and other equity-based awards, whether or not vested with respect to
PacifiCare common stock, as of the record date, and the exchange ratio, approximately 105.6 million shares of UnitedHealth
Group common stock will be issued pursuant to the merger agreement (assuming no exercise of outstanding stock options),
representing approximately 8% of the UnitedHealth Group common stock outstanding immediately after the merger. The
total cash estimated to be payable to PacifiCare’s stockholders in exchange for their common stock pursuant to the merger
agreement is approximately $2.1 billion, (assuming no exercise of outstanding stock options) determined without regard to
any dissenting shares and any fractional shares.

The merger is intended to qualify as a “reorganization” within the meaning of Section 368(a) of the Code for U.S.
federal income tax purposes. See the section entitled “Material U.S. Federal Income Tax Consequences of the Merger”
beginning on page 91 of this proxy statement/prospectus for a discussion of material U.S. federal income tax consequences of
the merger.

Background of the Merger

UnitedHealth Group continually evaluates strategic opportunities and business scenarios as a part of its ongoing
evaluation of the market and opportunities to strengthen its business. In connection with this ongoing evaluation,
management of UnitedHealth Group regularly evaluates other companies across its business units and regularly updates its
board of directors on potential acquisitions. As a result of this ongoing evaluation, UnitedHealth Group has been generally
familiar with the profile and activities of PacifiCare over the past several years.

For a number of years, PacifiCare’s board of directors and senior management have periodically reviewed changes and
developments in the health insurange industry and PacifiCare’s strategic position. In the course of this review, PacifiCare’s
Board and management explored various potential strategic alternatives to improve PacifiCare’s strategic position and
increase stockholder value.

43

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



Form S-4 Registration Statement . Page 65 of 204

Table of Contents

In the fall of 2004, PacifiCare began discussions with another company in the health insurance industry, referred to as
the Target Company, regarding exploring a possible strategic business combination transaction in which PacifiCare would
acquire the Target Company. Such discussions, which involved PacifiCare’s management as well as its financial advisors,
MTS Health Partners, L.P_, referred to as MTS, and Morgan Stanley & Co. Incorporated, referred to as Morgan Stanley,
continued until their termination in April 2005. During such period, PacifiCare and the Target Company executed a
confidentiality agreement, conducted legal, financial and operational due diligence review on each other and sought to
negotiate possible terms of a transaction. Also during this period, the PacifiCare board of directors was updated regularly on
the status of, and developments in, such discussions and met several times to review the possible transaction, including the
possible terms and status of negotiations with the Target Company.

In early December 2004, Mr. Stephen J. Hemsley, President and Chief Operating Officer of UnitedHealth Group,
contacted Mr. Howard G. Phanstiel, Chairman and Chief Executive Officer of PacifiCare, to discuss in general terms their
respective businesses, including prospects for the industry. Throughout December 2004, Mr. Hemsley and Dr. William W.
McGuire, Chairman and Chief Fxecutive Officer of UnitedHealth Group, had conversations and a meeting with Mr. Phanstiel
relating to prospects for the industry, as well as exploring possible business relationships between the two companies,
including UnitedHealth Group’s interest in discussing a possible business combination.

In late December 2004, Mr. Phanstiel then contacted a representative of MTS to discuss the matters raised in Mr.
Phanstiel’s conversation with Dr. McGuire and Mr. Hemsley. Also, during such time, representatives of MTS and Goldman,
Sachs & Co., UnitedHealth Group’s financial advisor, also had several telephone conversations in which they explored
possible business relationships between UnitedHealth Group and PacifiCare, with a focus on a possible strategic business
combination. In these conversations between the companies and between their advisors, Mr. Phanstiel and MTS emphasized
that in the event the companies pursued a possible strategic business combination, important issues to PacifiCare would be,
among others, the value to be received by PacifiCare stockholders, the timing of a possible transaction and the certainty that a
transaction, if agreed to, would be completed.

Between December 2004 and the spring of 2005, the PacifiCare board of directors was updated, met and reviewed with
PacifiCare’s management and advisors the possibility of a transaction with the Target Company or UnitedHealth Group,
including the strategic rationale for, and potential terms of, such transactions, as well as other potential strategic alternatives,
including continuing as an independent company.

In the latter part of January 2005, Mr. Hemsley and several other officers of UnitedHealth Group, met with Mr.
Phanstiel, Gregory Scott, Executive Vice President and Chief Financial Officer, and Bradford A. Bowlus, Executive Vice
President and President, Health Plans Division, of PacifiCare. At this meeting, both parties provided an overview of their
respective operations. In late January 2005, Mr. Hemsley informed Mr. Phanstiel that of the various possible business
relationships that had been discussed, UnitedHealth Group was mainly interested in exploring a strategic business
combination. Mr. Hemsley and Mr. Phanstiel also discussed potential terms and structure of a strategic business combination,
including potential pricing parameters.

At regularly scheduled board meetings in February and May of 2005 management of UnitedHealth Group provided its
board of directors with a general update of corporate development activities, including an update on the status of discussions
with PacifiCare.

At its February 7" and February 17" meetings, the PacifiCare board of directors was presented with information

regarding UnitedHealth Group and the preliminary discussion regarding a possible business combination, including potential
pricing parameters. Although PacifiCare’s board of directors expressed an interest
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in exploring a possible business combination with UnitedHealth Group, it was not prepared at that time to proceed with
finalizing a possible transaction based on the preliminary terms indicated by UnitedHealth Group up to that date.

Discussions between Mr. Phanstiel and Mr. Hemsley, and between Goldman Sachs and MTS, regarding a possible
strategic business combination, continued throughout February and March 2005.

In early March 2005, Mr. Hemsley met with Mr. Phanstiel to discuss the potential transaction. At such meeting. Mr.
Phanstiel discussed with Mr. Hemsley, among other things, that although PacifiCare’s board of directors was interested in
exploring a possible transaction, it was not prepared at that time to proceed with a transaction on the terms discussed to date.
Mr. Phanstiel also discussed with Mr. Hemsley the importance to the PacifCare board of directors that UnitedHealth Group
be prepared to conduct any exploration of a possible transaction in an expeditious manner and only be conducted if a
resulting transaction that might be entered into have a high degree of certainty that it would close.

In mid-March 2005, UnitedHealth Group provided a preliminary indication of interest to PacifiCare, pursuant to which
the consideration to be received by PacifiCare stockholders would consist of a combination of shares of UnitedHealth
Group’s common stock and cash in which the consideration to be received by PacifiCare stockholders per share would
consist of a combination of 1.12 shares of UnitedHealth Group common stock and $21.62 cash, having an aggregate value at
such time equal to $72.06. In late March 2005, Mr. Phanstiel and Mr. Hemsley had a conversation in which, at the direction
of the PacifiCare board of directors, Mr. Phanstiel informed Mr. Hemsley that PacifiCare was not at that time in a position to
further explore a business combination with UnitedHealth Group on the terms discussed and that PacifiCare was in the
process of exploring another possible strategic alternative. Mr. Hemsley indicated that in such event UnitedHealth Group
would be unwilling to proceed with further discussions. Mr. Phanstiel subsequently informed the PacifiCare board of
directors that UnitedHealth Group and PacifiCare had discontinued discussions concerning a strategic business combination.

On April 11, 2005, PacifiCare and the Target Company terminated their discussions regarding exploring a business
combination transaction after being unable to reach agreement on the terms of such a transaction. At a meeting held that day,
PacifiCare’s board of directors discussed the possibility of renewing discussions with UnitedHealth Group concerning a
strategic business combination transaction.

In early May 2005, Mr. Hemsley and Mr. Phanstiel resumed discussions concerning exploring a strategic business
combination between PacifiCare and UnitedHealth Group. In early to mid-May 2005, Mr. Hemsley and Mr. Phanstiel had
several conversations in which they explored the possible terms of a strategic business combination transaction between
UnitedHealth Group and PacifiCare and UnitedHealth Group expressed a preliminary view that the consideration to be
received by PacifiCare stockholders per share would consist of a combination of 1.06 shares of UnitedHealth Group common
stock and $22.00 in cash, having an aggregate value at such time equal to $73.33 per share. During such time, representatives
of MTS and Goldman Sachs also held telephone calls during which they discussed possible terms of a strategic business
combination including general economic parameters.

In mid-May 2005, Mr. Phanstiel was contacted on an unsolicited basis by a senior officer of another public company in
the health insurance industry, referred to as the Interested Party, who expressed an interest in meeting at some point over the
summer to discuss exploring possible ways for the companies to work together, including, among others, a possible strategic
business combination transaction in which the Interested Party would be the controlling party. Mr. Phanstiel informed the
officer of the Interested Party that if the Interested Party was interested in exploring a possible strategic business combination
transaction then the Interested Party would need to do so more quickly. Several telephone conversations followed between
May 16 and May 19, 2005 (prior to the PacifiCare board of directors’ meeting held on May 19) in which Mr. Phanstiel and
MTS, on behalf of PacifiCare, and several senior officers of the Interested Party discussed on a preliminary basis the
possibility
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of exploring a strategic business combination and certain possible terms of such transaction (as described below). Such
discussions never progressed beyond a preliminary exploratory phase.

Between May 16" and May 18™ senior management of UnitedHealth Group and PacifiCare, and Goldman Sachs and
MTS, had several conversations to negotiate and discuss the terms of a possible transaction. On May 18, 2005, Mr. Hemsley
indicated to Mr. Phanstiel that UnitedHealth Group would be interested in exploring a business combination transaction with
PacifiCare in which the consideration to PacifiCare stockholders would consist of a combination of 1.08 shares of
UnitedHealth Group’s common stock and $21.50 in cash for each share of PacifiCare common stock, having an aggregate
value at such time equal to $73.23, subject, among other things, to satisfactory completion of a due diligence review,
retention of PacifiCare management and negotiation of transaction documents.

At a regularly scheduled PacifiCare board of directors meeting on May 19, 2005, the PacifiCare board of directors
reviewed the renewed discussions with UnitedHealth Group and the inquiry from the Interested Party, as well as the process
for exploring the possibility of a strategic business combination transaction with UnitedHealth Group or the Interested Party.
At such meeting, PacifiCare management made a presentation regarding potential strategic alternatives available to
PacifiCare, which presentation included discussions of PacifiCare’s strategic position, business strategy and objectives, an
analysis of other companies in the health insurance industry and a discussion of certain of the opportunities and issues facing
PacifiCare and the health insurance industry. In addition, the PacifiCare board of directors reviewed materials prepared by
MTS analyzing a possible business combination of PacifiCare with UnitedHealth Group as well as with the Interested Party.
The PacifiCare board of directors then discussed with PacifiCare’s senior management, representatives of MTS and
PacifiCare’s legal counsel, Skadden, Arps, Slate, Meagher & Flom LLP, potential strategic alternatives available to
PacifiCare, including the benefits, opportunities, risks and uncertainties associated with PacifiCare remaining an independent
company, as well as the merits of a possible business combination transaction. The PacifiCare board of directors after careful
consideration at the meeting, and as reviewed by the board again at both its June 1% and July 5 meetings, determined that a
transaction with UnitedHealth Group would be preferable to one with the Interested Party for a number of reasons, including,
among others: the benefits to PacifiCare stockholders of owning stock of UnitedHealth Group after a transaction; concerns
about a possible negative market reaction to the announcement of a transaction with the Interested Party which would reduce
the value to PacifiCare stockholders of a transaction with the Interested Party (by reducing the vale of the mix of Interested
Party stock and cash merger consideration included as part of the Interested Party’s preliminary indication of interest below
the range of $73.00 to $76.00 per PacifiCare share based on the value of the Interested Party’s shares at the time it provided
its indication of interest); a combination of PacifiCare and UnitedHealth had a stronger strategic rationale; negotiations with
UnitedHealth Group were more advanced; there was greater certainty of consummating a transaction with UnitedHealth
Group; and the concern that UnitedHealth Group would terminate discussions if PacifiCare sought to pursue negotiations
with both parties.

Following the May 19" PacifiCare board of directors meeting, Mr. Phanstiel advised a senior officer of the Interested
Party that at that time the terms set forth in its preliminary indication of interest would not be attractive enough to lead to
further discussions. A representative of MTS also spoke with the Interested Party to seek to elicit more specific, firm
information regarding its preliminary indication of interest, including whether the Interested Party was prepared to improve
the terms of its indication of interest. However, the Interested Party declined to provide any further information.

In late May 2005, Mr. Phanstiel and Joseph S. Konowiecki, Executive Vice President and General Counsel of
PacifiCare, met with Dr. McGuire, Mr, Hemsley and David J, Lubben, Secretary and General Counsel of UnitedHealth
Group. The next day, the same individuals, together with a representative of MTS, also met and discussed various issues
regarding a possible business combination. These issues included the proposed due diligence process to be followed, the
timing of a possible transaction, regulatory matters, UnitedHealth Group’s interest in retaining PacifiCare’s management
after completion of a possible transaction and the steps that the parties would make in order to close the transaction.
Following this discussion, UnitedHealth Group and PacifiCare executed a mutual confidentiality agreement.
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At the end of May 2005, UnitedHealth Group began a financial, operational and legal due diligence review of
PacifiCare. This due diligence review continued throughout June and early July until the execution of definitive
documentation on July 6, 2005. In addition, PacifiCare’s senior management, legal counsel and financial advisors conducted
financial, operational and legal due diligence on UnitedHealth Group. This due diligence on UnitedHealth Group continued
until the execution of definitive documentation on July 6, 2005. At the end of May 2005, UnitedHealth Group’s legal
counsel, Weil Gotshal & Manges LLP, distributed an initial draft merger agreement to PacifiCare and Skadden Arps.

In late May and in June 2005, UnitedHealth Group had further discussions with PacifiCare regarding UnitedHealth
Group’s interest in retaining PacifiCare’s management as part of a transaction. UnitedHealth Group required, as a condition
to entering into the merger agreement, that a nucleus of key PacifiCare officers enter into employment agreements and
separate non-compete agreements with UnitedHealth Group.

At a special PacifiCare board of directors meeting on June 1, 2005, the PacifiCare board of directors reviewed the status
of discussions with UnitedHealth Group and with the Interested Party as well as the process for exploring the possibility of a
business combination transaction with UnitedHealth Group and the Interested Party. At such meeting, the PacifiCare board of
directors received a detailed presentation from MTS regarding a possible transaction with UnitedHealth Group or the
Interested Party, and various analyses relating thereto. The PacifiCare board of directors further reviewed the potential
rationale, opportunities, benefits, prospects, risks and disadvantages associated with each of the potential transactions,
including, among other things, what value would potentially be achieved for PacifiCare’s stockholders in a transaction with
either UnitedHealth Group or the Interested Party, as compared to remaining independent, and the benefits and disadvantages
of holding shares of the Interested Party relative to shares of UnitedHealth Group. After extensive discussion, the PacifiCare
board of directors determined that, without making any determination at such time to pursue a possible transaction or as to
what terms thereof might be acceptable, PacifiCare’s management should continue its discussions with UnitedHealth Group
and that it should not pursue discussions with the Interested Party at that time.

Until the execution of definitive documentation on July 6, 2005, UnitedHealth Group and PacifiCare and their respective
legal advisors had extensive negotiations in meetings and conversations regarding the terms of the draft merger agreement
including, among others, obtaining required regulatory approvals, closing conditions, responses to a third party making an
unsolicited competing business combination proposal, and termination fees if the merger agreement was terminated.

On June 8, 2005, the PacifiCare board of directors met and received updates from the senior management of PacifiCare,
MTS and Skadden Arps concerning the possible business combination transaction, the status of negotiations and certain
aspects of the transaction. In addition, PacifiCare management provided an update to the PacifiCare board of directors on the
ongoing due diligence process. Representatives of Skadden Arps also reviewed fiduciary and other legal considerations
relating to the PacifiCare board of directors’ consideration of the possible business combination transaction.

As part of the discussions regarding a possible business combination transaction, UnitedHealth Group discussed with
PacifiCare UnitedHealth Group’s desire to assure uninterrupted access for certain of UnitedHealth Group’s customers to
certain third party healthcare provider networks after the announcement of a business combination transaction. As a result, it
was essential to UnitedHealth Group’s willingness to proceed with a transaction, that it enter into a health services agreement
pursuant to which PacifiCare, on behalf of itself and its affiliates, would be prepared under certain circumstances to make
certain of its networks of healthcare providers available to such customers of UnitedHealth Group. On June 9, 2005,
UnitedHealth Group distributed an initial draft health services agreement to PacifiCare. The parties agreed that UnitedHealth
Group would also make available to PacifiCare certain of UnitedHealth Group’s networks of healthcare providers in certain
other states. Until the execution of the definitive documentation on July 6, 2005, UnitedHealth Groyp and PacifiCare and
their respective legal advisors negotiated the terms of the draft health services agreements. The negotiations between
UnitedHealth Group and PacifiCare on the health services agreements focused on, among other things,
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the economic terms, the term of such agreements and circumstances under which such agreements terminated. (see the
section entitled “Health Services Agreements” on page 82 of this proxy statement/prospectus)

On June 15, 2005, the PacifiCare board of directors met and received updates from senior management of PacifiCare
and representatives of MTS and Skadden Arps concerning the possible transaction. the status of negotiations and certain
aspects of the transaction, including the ongoing due diligence process. On June 26, 2003, PacifiCare retained Morgan
Stanley in connection with a possible business combination transaction with UnitedHealth Group to provide a second fairness
opinion in the event the PacifiCare board of directors decided to consider approval of a transaction with UnitedHealth Group.

In mid and late June 2005, senior management of UnitedHealth Group provided updates to its board of directors
regarding the background of the proposed transaction with PacifiCare, the strategic reasons for the proposed transaction, the
status of UnitedHealth Group’s due diligence review of PacifiCare, UnitedHealth Group’s assessment of the senior
management team at PacifiCare and the status of key documents being prepared in connection with the possible transaction.

On June 30, 2005, the PacifiCare board of directors held a special meeting to evaluate the possible business combination
with UnitedHealth Group. Prior to the meeting, the PacifiCare board of directors was provided with materials, including a
current draft of the merger agreement, materials relating to employee benefits matters and presentations from Skadden Arps.
At the meeting, Mr. Phanstiel updated the PacifiCare board of directors on the status of discussions with UnitedHealth
Group. In addition, (i) representatives of Skadden Aips presented a detailed review of the terms of the draft merger
agreement and identified the remaining open issues, (ii) PacifiCare management presented an overview of the terms of the
health services agreements and identified the remaining open issues and (ii1) MTS and Morgan Stanley reviewed the financial
aspects of the proposed combination as well as the processes and methodologies that would be used by each of them in
rendering a fairess opinion. At such meeting, the PacifiCare board of directors also reviewed, among other things, (1) with
representatives from Skadden Arps, the Board’s legal duties and responsibilities and other considerations regarding the
proposed business combination transaction, the draft merger agreement, the health services agreements and employee matters
and (ii) with PacifiCare’s senior management, MTS, Morgan Stanley and Skadden Arps, potential strategic alternatives
available to PacifiCare, including the benefits, opportunities, risks and uncertainties associated with PacifiCare remaining an
independent company, as well as the merits of a possible business combination transaction with UnitedHealth Group. After
discussion, the PacifiCare board of directors authorized PacifiCare’s management to continue negotiations with UnitedHealth
Group to seek to resolve the remaining outstanding issues in the draft merger agreement and other proposed definitive
documentation.

On July 5, 2005, at a special meeting of UnitedHealth Group’s board of directors, senior management reviewed the
proposed terms of the transaction and updated the board on the remaining issues. Goldman Sachs, J.P. Morgan and CitiGroup
Global Markets, UnitedHealth Group’s financial advisors, consulted with the board with respect to financial aspects of the
merger. At the conclusion of the meeting, the UnitedHealth Group directors unanimously approved the merger agreement and
the transactions contemplated by the merger agreement, including the merger, based on the financial parameters presented to
UnitedHealth Group’s board.

On July 5, 2005, the PacifiCare board of directors held a special meeting. Prior to this meeting, the PacifiCare board of
directors was provided with materials, including a current draft of the merger agreement, materials with respect to employee
benefits matters (including, among other things, draft form employment agreements), which had previously been reviewed
and considered by the Compensation Committee of PacifiCare’s board of directors at several of its meetings in consultation
with an independent compensation consultant and presentations by PacifiCare’s management, MTS, Morgan Stanley and
Skadden Arps. At the meeting, the PacifiCare board of directors received an update from PacifiCare’s senior management

and financial and legal advisors as to developments since the PacifiCare board of directors meeting on June 30, Following
the
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update, among other things: (i) representatives of Skadden Arps reviewed with the PacifiCare board of directors the status of
negotiations with UnitedHealth Group, the changes that had been made to the draft merger agreement since June 30" and the
remaining open issues in the draft merger agreement, (ii) representatives of Skadden Arps made a presentation regarding
fiduciary and other legal considerations that the PacifiCare directors should consider in their deliberations regarding the
proposed business combination transaction, the draft merger agreement, and the health services agreements, (1i1)
representatives of Skadden Arps and an independent compensation consultant reviewed employment agreements and
employee benefits matters relating to the proposed business combination transaction, (iv) PacifiCare’s management made a
presentation regarding the due diligence review that had been undertaken by PacifiCare of UnitedHealth Group, (v)
PacifiCare’s management made a presentation regarding the health services agreements, (vi) PacifiCare’s management
reviewed the strategic rationale for, and the potential benefits and risks of, the proposed business combination transaction and
other potential strategic alternatives, (vii) representatives of each of MTS and Morgan Stanley made presentations concerning
the financial aspects of the potential strategic business combination of PacifiCare and UnitedHealth Group, including their
respective preliminary views concerning the faimess from a financial point of view of the merger consideration to be
received by PacifiCare stockholders, and (viii) PacifiCare’s management and representatives of Skadden Arps made a
presentation regarding regulatory approval matters relating to the possible business combination transaction. At the meeting,
each of MTS and Morgan Stanley expressed its view that, subject io a review of the final negotiated terms of the merger -
agreement and based on and subject to the assumptions and limitations in its written opinion, it believed that it should be able
to deliver at such time as the PacifiCare board of directors considered approving the transaction an opinion that, as of the date
of such opinion, the merger consideration to be received by PacifiCare stockholders pursuant to the merger agreement would
be fair from a financial point of view to PacifiCare stockholders. Following the presentations, a thorough discussion took
place among the PacifiCare directors conceming the possible business combination transaction, including a discussion of the
potential strategic benefits of the business combination, the risks associated with the transaction, the financial aspects of the
transaction, and other potential strategic altematives available to PacifiCare, including the benefits, opportunities, risks and
uncertainties associated with PacifiCare remaining an independent company. At the conclusion of the meeting, the PacifiCare
board of directors authorized management to continue negotiations with UnitedHealth Group to seek to resolve the remaining
outstanding issues.

On July 5 and July 6, 2005, UnitedHealth Group and certain officers of PacifiCare agreed on the terms of employment
agreements that officers of PacifiCare would be entering into with UnitedHealth Group at the time of signing the merger
agreement, to be effective upon completion of the merger.

On the morning of July 6, 2005, several national news organizations began reporting rumors of a possible transaction
between UnitedHealth Group and PacifiCare. Because of such reports trading in shares of both UnitedHealth Group and
PacifiCare was halted. Also on the moming of July 6, 2005, Mr. Phanstiel contacted Mr. Hemsley to propose final changes to
the terms of the transaction, including that the merger consideration be increased. Negotiations ensued as a result of which
UnitedHealth Group agreed to increase the stock portion of the merger consideration to 1.1 shares of UnitedHealth Group’s
common stock per share of PacifiCare common stock, for an aggregate merger consideration of 1.1 shares of UnitedHealth
Group common stock per share of PacifiCare common stock and $21.50 in cash.

Thereafter, Dr. McGuire, Mr. Hemsley or Mr. Lubben spoke individually with each member of UnitedHealth Group’s
board of directors to confirm for each board member that the final financial terms of the transaction had been established
within the parameters authorized by the board. During these conversations, the directors confirmed their approval of the
transaction.

Later in the morning on July 6, 2005, the PacifiCare board of directors met telephonically and reviewed the proposed
terms of the transaction. PacifiCare’s management and outside financial and legal advisors reviewed the increase in the
proposed merger consideration and discussed the resolution of the remaining issues in the
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draft merger agreement and other proposed definitive documentation. Each of MTS and Morgan Stanley confirmed its
financial analysis regarding the proposed business combination transaction, and rendered to the PacifiCare board of directors
its oral opinion, subsequently confirmed by delivery of a written opinion dated July 6, 2005, to the effect that, as of the date
of the opinion and based on and subject to the various assumptions and limitations described in the opinion, the merger
consideration to be received by PacifiCare stockholders pursuant to the merger agreement was fair from a financial point of
view to such holders. Such opinions are attached hereto as Annexes B and C (see the section entitled “Opinion of
PacifiCare’s Financial Advisors” on page 38 of this proxy statement/prospectus). After deliberation, the PacifiCare board of
directors unanimously determined that the merger agreement and the transactions contemplated by the merger agreement,
including the merger, are advisable, fair to and in the best interests of PacifiCare and its stockholders. The PacifiCare board
of directors then unanimously approved the merger agreement and resolved to recommend to PacifiCare stockholders
approval and adoption of the merger agreement.

Following the PacifiCare board of directors meeting, PacifiCare, Point Acquisition LLC and UnitedHealth Group
executed the merger agreement and subsidiaries of PacifiCare and UnitedHealth Group which were parties to the health
services agreements executed such health services agreements. Additionally, UnitedHealth Group entered into employment
agreements and separate non-compete agreements with twenty-one officers of PacifiCare, to be effective upon completion of
the merger. Thereafter, PacifiCare and UnitedHealth Group each issued a press release announcing the transaction.

UnitedHealth Group’s Reasons for the Merger

In approving, adopting and authorizing the merger and the merger agreement, the UnitedHealth Group board of directors
considered a number of factors, including, among others, the facts discussed in the following paragraphs. Although the
foregoing discussion sets forth the material factors considered by the UnitedHealth Group board in reaching its
recommendation, it may not include all of the factors considered by the UnitedHealth Group board. In light of the number
and wide variety of factors considered in connection with its evaluation of the merger, the UnitedHealth Group board did not
consider it practicable to, and did not attempt to, quantify or otherwise assign relative weights to the specific factors it
considered in reaching its determination. The board viewed its position and recommendations as being based on all of the
information available and the factors presented to and considered by it. In addition, individual directors may have given
different weight to different factors. This explanation of UnitedHealth Group’s reasons for the merger and all other
information presented in this section is forward-looking in nature and, therefore, should be read in light of the factors
discussed in the section entitled “Cautionary Statement Regarding Forward-Looking Statements™ beginning on page 40 of
this proxy statement/prospectus.

In reaching its decision, the board consulted with UnitedHealth Group’s management with respect to strategic and
operational matters and with UnitedHealth Group’s legal counsel with respect to the merger agreement and the transactions
contemplated thereby. The board also consulted with Goldman Sachs, J.P. Morgan and CitiGroup. UnitedHealth Group’s
financial advisors, with respect to the financial aspects of the merger.

The decision of the UnitedHealth Group Board to enter into the merger agreement was the result of careful consideration
by the UnitedHealth Group Board of numerous factors, including the following positive factors that it believes will contribute
to the success of the combined enterprise:

» broader customer access to a stronger and more diverse network of doctors and other care providers;

+ enhanced and expanded affordable health care services that address the needs of older Americans, including those
under new Medicare programs, by combining UnitedHealth Group’s extensive Medicare services with PacifiCare’s
Medicare HMO products and the nationally prominent Secure Horizons brand to provide consistent quality of care
and service across the country;

- the potential for the merger to leverage UnitedHealth Group’s expertise and investment in technology to improve the
delivery of health care services to the people currently served by PacifiCare;

52

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



Form S-4 Registration Statement Page 72 of 204

Table of Contents

the application of more consumer-oriented offerings and service capabilities that align with the rapidly developing
confluence of health and financial services;

quality enhancements and efficiency gains for hospitals, physicians and other bealth professionals;
the strength of PacifiCare’s care provider network in the Western United States particularly California, which

complements UnitedHealth Group’s position in the Eastern and Central United States and provides an opportunity to
offer a significantly expanded and integrated nationwide health care network;

PacifiCare’s strong specialty businesses, including a growing behavioral health business that fits well with United
Behavioral Health, and high quality dental and vision businesses;

the strength of PacifiCare’s growing pharmacy benefits management business;
the merger provides cross-selling opportunities for specialty products and services from UnitedHealth Group such as
consumer health information, specialty networks, and ancillary care to existing PacifiCare customers;

PacifiCare’s financial strength and strong cash flow from operations;
the experience and strength of PacifiCare’s management team;

UnitedHealth Group’s commitment to transactions that provide long-term value for shareholders and markets that do
not rely on synergies to produce a viable and well-capitalized company;

the merger consideration to be paid in the merger is consistent with recent comparable transactions in the health
benefits industry, including UnitedHealth Group’s recent acquisitions of Oxford and MAMSI; and

the intended treatment of the merger for U.S. federal income tax purposes as a “reorganization” within the meaning
of Section 368(a) of the Code with the results described in the section entitled “Material U.S. Federal Income Tax
Consequences of the Merger” beginning on page 91 of this proxy statement/prospectus;

The UnitedHealth Group board also considered the structure of the transaction and the terms of the merger agreement
and related documents, including:

the consideration to be paid to PacifiCare’s stockholders;

the representations and warranties of PacifiCare;

the covenants of UnitedHealth Group and PacifiCare;

the conditions required to be satisfied or waived, if permissible, prior to completion of the merger;

the rights of UnitedHealth Group or PacifiCare to terminate the merger agreement in certain circumstances; and

the terms relating to third party offers, including the (1) limitations on the ability of PacifiCare to solicit offers for
competing business combination proposals, (2) requirement that PacifiCare’s stockholders vote on the adoption of
the merger agreement even if the PacifiCare board of directors changes or withdraws its recommendation of the
merger and (3) ability to receive a termination fee if the merger agreement is terminated under certain circumstances.

The UnitedHealth Group board also identified and considered a number of uncertainties and risks. Those negative
factors included:

the risk that the potential benefits of the merger might not be realized,

the risk that the merger may not be completed;
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+  the challenges, costs, resource constraints and risks of integrating the businesses of UnitedHealth Group and
PacifiCare and the potential management, customer. supplier, provider, partner and employee disruption that may be
associated with the merger:

+  the conditions to the merger agreement requiring receipt of certain regulatory consents and approvals; and

« various other applicable risks associated with the combined company and the merger, including those described
under the section entitled “Risk Factors” beginning on page 32 of this proxy statement/prospectus.

The board weighed the benefits, advantages and opportunities against the negative factors described above, including
challenges inherent in the combination of two businesses of the size of UnitedHealth Group and PacifiCare and the possible
resulting diversion of management attention for an extended period of time. The board realized that there can be no assurance
about future results, including results expected or considered in the factors listed above. However, the board concluded that
the potential benefits significantly outweighed the potential risks of consummating the merger.

After taking into account these and other factors, the board unanimously determined that the merger agreement and the
transactions contemplated thereby were fair to, and in the bests interests of, UnitedHealth Group and its shareholders, and
approved, adopted and authorized the merger agreement and the transactions contemplated thereby, including the merger.

PacifiCare’s Reasons for the Merger

The PacifiCare board of directors has unanimously approved the merger agreement and determined that the merger
agreement and the transactions contemplated by the merger agreement, including the merger are advisable, fair to and in the
best interests of PacifiCare and its stockholders. The decision of the PacifiCare board of directors to enter into the merger
agreement was the result of careful consideration by the PacifiCare board of directors of numerous factors, including the
following positive factors:

»  the value of the merger consideration, which, based on the closing price per UnitedHealth Group common share on
July 5, 2005 (the last full trading day before announcement of the proposed merger) implied a value of $80.05 per
share of PacifiCare common stock, representing a premium of approximately 10.1% over the closing price per share
of PacifiCare common stock on July 5, 2005, the last full trading day immediately preceding the announcement of
the transaction, and a premium of approximately 30.2% over the closing price per share of PacifiCare common stock
on May 20, 2005 the date which was 30 trading days prior to July 5, 2005;

- the financial presentations of PacifiCare’s financial advisors, MTS and Morgan Stanley, including their opinions as
to the faimess, from a financial point of view, of the merger consideration to be paid to PacifiCare stockholders
pursuant to the merger agreement, as more fully described in the section entitled “The Merger—Opinions of
PacifiCare’s Financial Advisors” beginning on page 58 of this proxy statement/prospectus;

- because a substantial portion of the merger consideration is UnitedHealth Group stock and the exchange ratio is
fixed, PacifiCare stockholders will benefit from any increase in the trading price of UnitedHealth Group common
shares between the announcement of the merger and the closing of the merger;

- because a portion of the merger consideration is cash, the certainty of the value of the cash component of the merger
consideration;

+  the PacifiCare board of directors’ analysis and understanding of PacifiCare’s “stand-alone” strategic alternative in
the context of the increasingly competitive health insurance industry, and the PacifiCare board of directors’ analysis
of the business, operations, financial performance, earnings and prospects of

g
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PacifiCare on a stand-alone basis, and the PacifiCare board of directors’ belief, based on its analysis and
understanding, that the combined company, would be better able to succeed in light of the risks and potential
rewards associated with PacifiCare continuing to operate on a stand-alone basis and other alternatives reasonably
available to PacifiCare, including growth through the acquisition of or merger with other companies or assets;

*+ the fact that PacifiCare had reviewed potential strategic alternatives and, in connection therewith, it and its
representatives had held preliminary discussions with several other parties regarding their potential interest in a
strategic transaction with PacifiCare (see the section entitled “The Merger—Background of the Merger” beginning
on page 45 of this proxy statement/prospectus). In light of these discussions, the PacifiCare board of directors did
not believe that it was likely that another party would make or accept an offer to engage in a transaction with
PacifiCare that would be more favorable to PacifiCare and its stockholders than the merger;

+ given the current environment in the health insurance industry, the advantages that the PacifiCare board of directors
considered that large companies with national reach have, including the PacifiCare board of director’s belief that
access to UnitedHealth Group’s size and scope would place PacifiCare in a better position to take advantage of
growth opportunities; meet competitive pressures; serve customers more efficiently; and develop, introduce and
admimster new products to respond 1o the need for affordable healthcare;

+ broader customer access to a stronger and more diverse network of doctors and other care providers which would
provide enhanced opportunities for growth for the combined company;

 the potential for the merger to leverage UnitedHealth Group’s expertise and investment in technology to improve the
delivery of health care services to the people currently served by PacifiCare;

*  UmtedHealth Group’s behavioral health business that fits well with PacifiCare’s strong specialty business, including
its growing behavioral health business;

» the opportunity for PacifiCare stockholders to participate, as UnitedHealth Group shareholders, in a significantly
larger, financially stable and more diversified company that is one of the leading providers of products and services
in the health care industry;

 the merger will provide PacifiCare with access to significantly greater financial and operational resources than
PacifiCare would have on a stand-alone basis and the financial strength of UnitedHealth Group and its subsidiaries ~
should permit PacifiCare’s businesses to obtain better economies of scale relative to PacifiCare on a stand-alone
basis, thereby enabling PacifiCare to fund its business development efforts at a lower cost;

 the post-merger combined businesses of UnitedHealth Group and PacifiCare would provide greater opportunity for
the development, growth and enhancement of PacifiCare’s membership and revenue by utilizing UnitedHealth
Group’s size and scope, and leveraging UnitedHealth Group’s national care provider network, wide range of
ancillary products and services, as well as UnitedHealth Group’s operational capabilities;

» the PacifiCare board of directors’ understanding of the information concerning PacifiCare’s and UnitedHealth
Group’s respective businesses, financial performance, and condition, operations, management, competitive
positions, prospects and stock performance, including the report of PacifiCare’s management on the results of
PacifiCare’s due diligence review of UnitedHealth Group and its assets, liabilities, earnings, financial condition,
business and prospects, which confirmed the otherwise publicly available information regarding UnitedHealth
Group, confirmed the positive view of UnitedHealth Group’s business, supported the PacifiCare board of directors’
determination that the combined company would have a strong foundation for growth and improved performance;

» the proven capability of each of UnitedHealth Group’s and PacifiCare’s management team to deliver stockholder
value, integrate businesses and succes§fully execute strategies, including UnitedHealth Group’s successful track
record with respect to previous acquisitions and integrations;
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the ability to complete the merger within a reasonable period of time, including the likelihood of receiving necessary
regulatory approvals in light of the efforts PacifiCare and UnitedHealth Group agreed to use in order to complete the
transaction;

the merger agreement provisions permitting PacifiCare to provide confidential due diligence information to, and
engage in discussions with, a third party that makes an unsolicited bona fide wnitten proposal to engage in a business
combination transaction, provided that the PacifiCare board of directors determines in good faith, after receiving the
advice of a financial advisor of nationally recognized reputation and its outside legal counsel, that there is a
reasonable probability that failure to take such action would result in the PacifiCare board of directors breaching its
fiduciary duties under applicable law and determines in good faith, after receiving the advice of a financial advisor
of nationally recognized reputation and its outside legal counsel, that the proposal would reasonably be expected to
result in a transaction that, if consummated, would be more favorable to PacifiCare stockholders than the merger
(see the section entitled “The Merger Agreement—No Solicitation of Transactions” beginning on page 106 of this
proxy statement/prospectus);

the merger agreement provisions permitting the PacifiCare board of directors to, under certain circumstances,
withdraw, modify or change its recommendation with respect to the merger if the PacifiCare board of directors
determines in good faith, after receiving the advice of a financial advisor of nationally recognized reputation and its
outside legal counsel, that there is a reasonable probability that the failure to take such action would result in the
PacifiCare board of directors breaching its fiduciary duties under applicable law (see the section entitled “The
Merger Agreement—No Solicitation of Transactions” beginning on page 106 of this proxy statement/prospectus);
and

the structure of the transaction and the terms of the merger agreement, including the fact that the merger is intended
to qualify as a “reorganization” within the meaning of the Code and is, therefore, not expected to be taxable to
PacifiCare stockholders, other than with respect to the cash portion of the merger consideration, cash received in lieu
of fractional UnitedHealth Group common shares, and cash received by dissenting PacifiCare stockholders, if any.

The PacifiCare board of directors also identified and considered the following potentially negative factors in its
deliberations:

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

because a substantial portion of the merger consideration is UnitedHealth Group stock and the exchange ratio is
fixed, PacifiCare stockholders will be adversely affected by any decrease in the sale price of UnitedHealth Group
common shares between the announcement of the transaction and the completion of the merger, which would not
have been the case had the consideration been based solely on a fixed value (that is, a fixed dollar amount of value
per share in all cases); and PacifiCare is not permitted to terminate the merger agreement solely because of changes
in the market price of UnitedHealth Group common shares;

the possible disruption to PacifiCare’s business that may result from the announcement of the transaction;

the difficulty inherent in integrating diverse businesses and the nisk that the cost savings, synergies and other
benefits expected to be obtained in the transaction might not be fully realized;

the terms of the merger agreement regarding the restrictions on the operation of PacifiCare’s business during the
period between the signing of the merger agreement and the completion of the merger;

the $243.6 million termination fee to be paid to UnitedHealth Group if the merger agreement is terminated under
circumstances specified in the merger agreement, which is approximately 3% of the net equity value of the merger
based on the closing price per share of UnitedHealth Group’s common stock on July 5, the last full trading day
immediately preceding the announcement of the transaction, may discourage other parties that may otherwise have
an interest in a business combination with, or an acquisition of, PacifiCare (see the section entitled “The Merger
Agreement—Termination of the Merger Agreement” beginning on page 110 of this proxy statement/prospectus);
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+ the terms of the merger agreement placing limitations on the ability of PacifiCare to solicit alternative business
combination transactions and to provide confidential due diligence information to, or engage in discussions with, a
third party interested in pursuing an alternative business combination transaction (see the section entitled “The
Merger Agreement—No Solicitation of Transactions™ beginning on page 106 of this proxy statement/prospectus);

» the fact that if a third party makes a more favorable competing offer for PacifiCare, PacifiCare will not be able to
terminate the merger agreement prior to the time at which the PacifiCare stockholders vote on the merger agreement
(see the section entitled “The Merger Agreement—Termination of the Merger Agreement” beginning on page 110 of
this proxy statement/prospectus);

+ the amount of time it could take to complete the merger, including the fact that completion of the transaction
depends on factors outside of PacifiCare’s control;

+ the risk that, notwithstanding the likelihood of the merger being completed, the merger might not be completed and
the effect of the resulting public announcement of tenmination of the merger agreement on:

»  the market price of PacifiCare common stock,
+  PacifiCare’s operating results, particularly in light of the costs incurred in connection with the transaction, and
. PacifiCare’s ability to attract and retain customers and personnel,

» the possibility of significant costs and delays resulting from seeking regulatory approvals necessary for completion
of the proposed merger and the possibility of nonconsummation of the proposed merger if these approvals are not
obtained,

» the fact that gains arising from the cash portion of the merger consideration would be taxable to PacifiCare
stockholders for Umited States federal income tax purposes; and

* the risks described in the section entitled “Risk Factors™ beginning on page 32 of this proxy statement/prospectus.

The PacifiCare board of directors also considered the interests that certain executive officers and directors of PacifiCare
may have with respect to the merger in addition to their interests as stockholders of PacifiCare generally (see the section
entitled “—Interests of Certain Persons in the Merger” beginning on page 83 of this proxy statement/prospectus), which the
PacifiCare board of directors considered as being neutral in its evaluation of the proposed transaction.

Although the foregoing discussion sets forth the material factors considered by the PacifiCare board of directors in
reaching the PacifiCare board of directors’ recommendation, it may not include all of the factors considered by the PacifiCare
board of directors, and each director may have considered different factors or given different weights to different factors. In
view of the variety of factors and the amount of information considered, the PacifiCare board of directors did not find it
practicable to, and did not, make specific assessments of, quantify or otherwise assign relative weights to the specific factors
considered in reaching its recommendation. The PacifiCare board of directors realized that there can be no assurance about
future results, including results expected or considered in the factors above. However, the PacifiCare board of directors
concluded that the potential positive factors described above significantly outweighed the neutral and negative factors
described above. The recommendation was made after consideration of all of the factors as a whole. This explanation of
PacifiCare’s reasons for the merger and the other information presented in this section are forward-looking in nature and,
therefore, should be read in light of the factors discussed in the section entitled “Cautionary Statement Regarding Forward-
Looking Statements” beginning on page 40 of this proxy statement/prospectus.

THE PACIFICARE BOARD OF DIRECTORS HAS UNANIMOUSLY APPROVED THE MERGER AGREEMENT
AND DETERMINED THAT THE MERGER AGREEMENT AND THE TRANSACTIONS CONTEMPLATED BY THE
MERGER AGREEMENT, INCLUDING THE MERGER, ARE ADVISABLE,
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FAIR TO AND IN THE BEST INTERESTS OF PACIFICARE AND ITS STOCKHOLDERS. ACCORDINGLY, THE
PACIFICARE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT THE PACIFICARE
STOCKHOLDERS VOTE “FOR” APPROVAL OF THE MERGER AGREEMENT.

In considering the recommendation of the PacifiCare board of directors with respect to the merger agreement, you
should be aware that certain of PacifiCare’s directors and officers have arrangements that cause them to have interests in the
transaction that are different from, or are in addition to, the interests of PacifiCare stockholders generally. See the section
entitled “The Merger—Interests of Certain Persons in the Merger” beginning on page 83 of this proxy statement/prospectus.

PacifiCare Board of Directors Recommendation

At a special meeting held on July 6, 20035, the PacifiCare board of directors determined that the merger and the merger
agreement are advisable, fair to and in the best interests of PacifiCare and its stockholders. Accordingly, the PacifiCare board
of directors unanimously approved and adopted the merger agreement and unanimously recommends that PacifiCare
stockholders vote “FOR” the adoption of the merger agreement.

Opinion of PacifiCare’s Financial Advisors
Opinion of MTS Health Partners, L.P.

MTS delivered an oral opinion to PacifiCare’s board of directors on July 6, 2005, subsequently confirmed in writing, to
the effect that, as of July 6, 2005, and based upon and subject to the factors and assumptions set forth in the opinion, the
merger consideration to be received by the holders of the outstanding shares of PacifiCare common stock pursuant to the
merger was fair from a financial point of view to those holders.

The full text of the written opinion of MTS, dated July 6, 2005, which sets forth the assumptions made,
procedures followed, matters considered, and limitations on the review undertaken in connection with the opinion, is
attached as Annex B to this proxy statement/prospectus. The summary of MTS’ fairness opinion set forth in this
document is qualified in its entirety by reference to the full text of the opinion. Stockholders should read this opinion
carefully and in its entirety. MTS provided its opinion for the information and assistance of PacifiCare’s board of
directors in connection with its consideration of the merger. MTS’ opinion is not a recommendation as to how any
holder of PacifiCare commeon stock should vote with respect to the merger. PacifiCare’s stockholders are encouraged
to read the opinion in its entirety.

In connection with rendering the opinion described above and performing its related financial analyses, MTS reviewed:

*+ adraft copy of the merger agreement dated July 6, 2005 and certain documents related thereto;

*  annual reports to stockholders and Annual Reports on Form 10-K of each of PacifiCare and UnitedHealth Group for
the five years ended December 31, 2004;

* Quarterly Reports on Form 10-Q of each of PacifiCare and UnitedHealth Group for the quarters ended March 31,
2004, June 30, 2004, September 30, 2004, and March 31, 2005;

* Current Reports on Form 8-K of each of PacifiCare and UnitedHealth Group for the period from January 1, 2004
through July 5, 2005;

* certain financial projections concerning PacifiCare for the year ending December 31, 2005 prepared by PacifiCare’s
management;

*  certain public research reports concerning PacifiCare prepared by certain research analysts (including the financial
projections contained therein) for the years ending December 31, 2005 and 2006;

* certain financial projections concerning UnitedHealth Group prepared by UnitedHealth Group’s management;
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*  certain public research reports concerning UnitedHealth Group prepared by certain research analysts (including
financial projections contained therein) for the years ending December 31, 2005 and 2006;

* arange of revenue enhancements and cost savings estimated to be realized from the merger prepared by PacifiCare’s
management, referred to as the Estimated Synergies;

*  the historical reported prices and trading multiples of shares of PacifiCare common stock and UnitedHealth Group
common stock;

*  publicly available financial data, stock market performance data and trading multiples of certain companies the
securities of which are publicly traded. as MTS deemed appropriate;

* the financial terms, to the extent publicly available, of certain recent business combinations that MTS considered to
be comparable to the merger; and

*  the pro forma consolidated financial results, financial condition and capitalization of the combined company after
giving effect to the merger.

In addition, MTS held discussions with members of the management of each of PacifiCare and UnitedHealth Group
regarding the businesses, operations, financial condition and prospects of their respective companies. MTS also discussed the
public research reports (including financial projections) concerning PacifiCare referred to above with the management of
PacifiCare and the public research reports (including financial projections) conceming UnitedHealth Group referred to above
with the management of UnitedHealth Group. MTS also performed such other financial studies, analyses and investigations
as it deemed appropriate.

In armiving at the opinion set forth above, MTS assumed and relied upon, without independent verification, the accuracy
and completeness of the information reviewed by it for purposes of its opinion. MTS did not conduct any independent
verification of the financial projections of PacifiCare, UnitedHealth Group or the combined company or the Estimated
Synergies. With respect to the financial projections prepared by the management of PacifiCare, MTS assumed, without
independent verification, that they have been reasonably prepared on bases reflecting the best currently available estimates
and judgments of the future financial performance of PacifiCare. For purposes of its analysis of PacifiCare and after
discussions with PacifiCare’s management, with the consent of the PacifiCare board of directors, MTS also used and relied
on publicly available projections of certain equity research analysts who report on PacifiCare. MTS assumed, without
independent verification and with the consent of the PacifiCare board of directors and based upon discussions with
PacifiCare’s management, that such projections represented reasonable estimates and judgments as to the future financial
performance of PacifiCare. With respect to the financial projections prepared by the management of UnitedHealth Group,
MTS assumed that they had been reasonably prepared on bases reflecting the best currently available estimates and
judgments of the future financial performance of UnitedHealth Group. For purposes of MTS” analysis of UnitedHealth Group
and after discussions with UnitedHealth Group’s management, with the consent of the PacifiCare board of directors, MTS
also used and relied on publicly available projections of certain equity research analysts who report on UnitedHealth Group.
MTS also assumed, without independent verification and with the consent of the PacifiCare board of directors and based
upon discussions with UnitedHealth Group’s management, that such projections represented reasonable estimates and
judgments as to the future financial performance of UnitedHealth Group. In addition, MTS also assumed, with PacifiCare’s
consent, without independent verification, that the Estimated Synergies represent reasonable estimates and judgments of the
management of PacifiCare.

MTS is not an actuarial firm and its services did not include any actuarial determinations or evaluations by it or an
attempt to evaluate actuarial assumptions. In that respect, MTS made no analysis of, and has expressed no opinion as to, the
adequacy of the reserves of PacifiCare or UnitedHealth Group and relied upon information supplied to it by PacifiCare and
UnitedHealth Group as to such adequacy. MTS also assumed that all conditions precedent to the consummation of the merger
set forth in the merger agreement will be satisfied in accordance with such agreement without material modification, waiver
or delay, and that all governmental, regulatory or
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other consents and approvals necessary for the consummation of the merger will be obtained without any material adverse
effect, in any way meaningful to MTS’ analysis, on PacifiCare or UnitedHealth Group or the expected benefits of the merger.
In addition, MTS has not made any independent evaluations or appraisals of the assets or liabilities (including any contingent
derivatives, off-balance-sheet assets or liabilities, or otherwise) of PacifiCare or UnitedHealth Group or any of their
respective subsidiaries, and MTS was not furnished with any such evaluations or appraisals.

MTS’ opinion was based on economic, market, financial and other conditions as they existed as of the date of the
opinion, and on the information made available to MTS, as of the date of the opinion. Although subsequent developments
may affect the conclusion reached in the opinion, MTS has no obligation to update, revise or reaffirm the opinion. MTS’
opinion did not address the underlying business decision of PacifiCare to proceed with the merger, the relative merits of the
merger compared to other alternatives available to PacifiCare, or whether such alternatives existed. MTS” opinion did not
constitute a recommendation to the PacifiCare board of directors as to how such board should vote with respect to the merger
or the merger agreement. In addition, MTS did not express any opinion as to the prices or ranges of prices at which shares of
PacifiCare or UnitedHealth Group common stock would trade at any time following the announcement or consummation of
the merger.

The following summarizes the material financial analyses presented by MTS to PacifiCare’s board of directors on July
5, 2005, which was followed by a PacifiCare board of directors meeting on July 6, 2005 during which MTS rendered its
opinion orally. At the time of MTS” July 5, 2005 presentation, the proposed merger consideration per share of PacifiCare
common stock consisted of 1.08 shares of UnitedHealth Group common stock and $21.50 in cash. Accordingly, MTS’
financial analyses were based on an exchange ratio of 1.08 shares of UnitedHealth Group common stock per share of
PacifiCare common stock for the stock portion of the merger consideration. On July 6, 2005, prior to the PacifiCare board of
directors meeting, UnitedHealth Group agreed to increase the equity portion of the merger consideration per share of
PacifiCare common stock from 1.08 to 1.1 shares of UnitedHealth Group common stock. The conclusions reached by MTS
as a result of its financial analyses based on the 1.08 exchange ratio also support the conclusions stated in its opinion
regarding the increased exchange ratio of 1.1 shares of UnitedHealth Group common stock.

Following the July 6, 2005 meeting of the PacifiCare board of directors, MTS delivered its written opinion, as of such
date, based upon and subject to the factors and assumptions set forth in the opinion. including the composition and amount of
such merger consideration, as so revised.

The following summary does not purport to be a complete description of the financial analyses performed by MTS. The
order of analyses described does not represent the relative importance or weight given to those analyses by MTS. Some of the
summaries of the financial analyses include information presented in tabular format. The tables must be read together with
the full text of each summary and are alone not a complete description of MTS’ financial analyses. Except as otherwise
noted, the following quantitative information, to the extent that it is based on market data, is based on market data as it
existed on or before July 1, 2005 (the last full trading day prior to the July 5, 2005 meeting of the PacifiCare board of
directors), and is not necessarily indicative of current market conditions.

Historical Stock Price Performance Review

PacifiCare

MTS noted that, on July 1, 2005, the closing price per share of PacifiCare common stock was $72.52. MTS also
reviewed the average of the closing prices per share of PacifiCare common stock, as well as the low and high closing price
per share of PacifiCare common stock, over the 30 trading-day, three-month, six-month and one-year periods, ending on July
1, 2005. MTS noted an implied merger consideration for a share of PacifiCare common stock of $78.53 as of July 1, 2005
(calculated as the sum of $21.50 in cash plus 1.08 times the number
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of shares of UnitedHealth Group common stock having a value of $52.81 based on the closing price of a share of
UnitedHealth Group common stock on July 1, 2005). The results of this review are noted in the table below.

Highest Lowest
Closing Price Over Average of Closing Prices Closing Price Over
Specified Period Specified Period Over Specified Period Specified Period
30 Trading Days $ 72.52 $ 66.73 $ 61.50
Three Months 72.52 62.22 53.49
Six Months 72.52 61.59 53.49
One Year 72.52 50.31 29.70

UnitedHealth Group

MTS noted that, on July 1, 2005, the closing price per share of UnitedHealth Group common stock was $52.81. MTS
also reviewed the average of the closing prices per share of UnitedHealth Group common stock, as well as the low and high
closing price per share of UnitedHealth Group common stock, over the 30 trading-day, three-month, six-month and one-year
periods ending on July 1, 2005. The results of this review are noted in the table below.

Highest Lowest
Closing Price Over Average of Closing Prices Closing Price Over
Specified Period Specified Period Over Specified Period Specified Period
30 Trading Days $ 53.14 $ 50.81 ¥ 48.25
Three Months 53.14 47.19 45.08
Six Months 53.14 47.09 42.87
One Year 53.14 41.59 30.04

Relative Performance

MTS calculated the percentage increase in the closing price per share of common stock of each of PacifiCare and
UnitedHealth Group over the 30 trading day, one-year and three-year periods ended July 1, 2005. MTS compared these
percentage increases to the percentage increases in the Standard & Poor’s Managed Care Index and the Standard & Poor’s
500 Index over the corresponding periods. The results of this comparison are noted in the table below.

Increase in Increase in
Price of Increase in Price of Increase in Standard & Poor’s
Common Stock Common Stock of Standard & Poor’s Managed
of PacifiCare UnitedHealth Group 500 Index Care Index
Over Over Over Over
Specified Period Specified Period Specified Period Specified Period Specified Period
30 Trading Days 17.9% 9.5% 0.1% 9.6%
One Year 91.3% 70.9% 5.8% 65.9%
Three Years 461.1% 128.7% 233% 102.8%
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Historical Exchange Ratio Analysis

MTS calculated average implied exchange ratios derived from the closing prices of PacifiCare common stock as
compared to the closing prices of UnitedHealth Group common stock over the 10 trading-day, one-month, three-month, six-
month and one-year periods ended July 1, 2005. The results of these ratio calculations are reflected in the following table.

Average

Implied Exchange Ratio
Specified Period Over Specified Period
10 trading-day average for period ended July 1, 2005 1.350x
One month average for period ended July 1, 2005 1.321x
Three month average for period ended July 1, 2005 1.265x
Six month average for period ended July 1, 2005 1.309x
One year average for period ended July 1, 2005 1.192x

MTS noted that the highest and lowest one-day implied exchange ratios during the one-year period ended July 1, 2005
were 1.479x and 0.947x, respectively, and that the one-day implied exchange ratio for July 1, 2005 was 1.373x.

MTS calculated an implied merger exchange ratio of 1.487x based on (i) the $52.81 per share closing price for
UnitedHealth Group common stock as of July 1, 2005 and (ii) an implied merger consideration price of $78.53 per share of
PacifiCare common stock as of July 1, 2005.

Historical Premium Analysis

MTS calculated the premiums of the $78.53 implied merger consideration to the closing price per share of PacifiCare
common stock on July 1, 2005, the last trading day immediately prior to the beginning of each of the 10- and 30-trading-day
periods ended July 1, 2005, and the highest and lowest intra-day prices per share of PacifiCare common stock during the 52-
week period ended July 1, 2005. The results of these premium calculations are reflected in the following table.

Premium Based
on Price on

Specified Period Specified Period

July 1, 2005 8.3%
10 Trading Days 16.0%
30 Trading Days 27.7%
52-Week High 8.2%
52-Week Low 167.6%

MTS also compared the implied merger exchange ratio of 1.487x to the average implied exchange ratios shown above
reflecting the closing prices of PacifiCare common stock as compared to the closing prices of UnitedHealth Group common
stock over the 10 trading-day, one-month, three-month, six-month and one-year periods ended July 1, 2005.

Premium Based on

Average Closing
Prices Over

Specified Period Specified Period
10 trading-day average for period ended July 1, 2005 10.2%
One month average for period ended July 1, 2005 12.6%
Three month average for period ended July 1, 2005 17.6%
Six month average for period ended July 1, 2005 13.6%
One year average for period ended July 1, 2005 24.8%
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In particular, MTS noted that the implied merger exchange ratio of 1.487x represented premiums of 0.6% and 57.1%.
respectively, to the highest and lowest one-day implied exchange ratios during the 52-week period ended July 1, 2005.

Earnings Estimates

PacifiCare

MTS received and reviewed financial projections concerning PacifiCare for the year ending December 31, 2005 that
were prepared by PacifiCare’s management. These projections included estimated eamings of $3.81 per share of PacifiCare
common stock for such period. MTS did not receive any projections prepared by PacifiCare regarding its financial
performance for the year ending December 31, 2006 or any period thereafter.

MTS reviewed the individual estimates of independent research analysts of the financial performance of PacifiCare for
the years ending December 31, 2005 and 2006, and the consensus of such estimates, in each case as published by the
Institutional Brokers Estimate System, referred to as IBES, as of July 1, 2005. MTS noted that such consensus estimates
included estimated earnings of $3.79 and $4.55 per share of PactfiCare common stock for the years ending December 31,
2005 and 2006, respectively. Certain of the earnings estimates used by IBES did not (i) take into account PacifiCare’s
participation in Medicare’s Part D prescription drug benefit program, referred to as the Part D program, and/or (ii) exchide
start-up development costs of PacifiCare during the years ending December 31, 2005 and 2006 with respect to PacifiCare’s
participation in the Part D program. MTS calculated the averages of those earnings estimates used by IBES that (i) took into
account PacifiCare’s participation in the Part D program and (ii) excluded start-up development costs of PacifiCare during
the years ending December 31, 2005 and 2006 with respect to such participation. The averages of such IBES earnings
estimates were $3.81 and $4.78 per share of PacifiCare common stock for the years ending December 31, 2005 and 2006,
respectively.

For purposes of MTS’ analyses, two estimates of the earnings per share of PacifiCare common stock for each of the
years ending December 31, 2006 through 2010 were calculated based on discussions with PacifiCare’s management, taking
Into account pessimistic and optimistic scenarios based on the possible effect on PacifiCare’s financial performance during
such periods of PacifiCare’s participation in the Part D program. These scenarios, referred to as the pessimistic Part D
scenario and the optimistic Part D scenario, respectively, are based on differing assumptions on the part of the PacifiCare
management as to future growth in PacifiCare’s membership, increases in its medical costs, premium increases to be charged
to PacifiCare members and increases in PacifiCare’s administrative expenses. The pessimistic Part D scenario and the
optimistic Part D scenario (including the financial projections reflected therein) were approved by the PacifiCare
management for the purpose of inclusion in the calculation of the earnings estimates referred to in this paragraph for use in
MTS” analyses. For the year ending December 31, 2005, the earnings per share estimate for PacifiCare based on both the
pessimistic Part D scenario and the optimistic Part D scenario was $3.81. For the years ending December 31, 2006 through
2010, the pessimistic Part D scenario reflects a more negative outlook as a result of the above variables. In particular, for the
year ending December 31, 2006, the eamnings per share estimates for PacifiCare based on the pessimistic Part D scenarto and
the optimistic Part D scenario were $4.58 and $4.80, respectively.

UnitedHealth Group

MTS reviewed the individual estimates of independent research analysts of the future financial performance of
UnitedHealth Group for the ycars ending December 31, 2005 and 2006, and the consensus of such estimates, in each case as
published by IBES as of July 1, 2005. MTS noted that such consensus estimates included estimated earnings of $2.45 and
$2.84 per share of UnitedHealth Group common stock for the years ending December 31, 2005 and 2006, respectively. MTS
noted that the estimates for the year ended December 31, 2005 provided by the management of UnitedHealth Group (which
estimates had previously been made public as guidance in UnitedHealth Group’s earnings releases) to MTS were consistent
with the consensus estimates, published by IBES for the year ended December 31, 2005, as of July 1, 2005.
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Common Stock Comparison of Regional Health Insurers

MTS compared selected publicly available financial information, multiples and other data for PacifiCare and the
following selected regional health insurance companies:

* Coventry Health Care, Inc.
* HealthNet, Inc.

* Humana, Inc.

» Sierra Health Services, Inc.

*  WellChoice, Inc.

MTS calculated and compared the following multiples for each of the selected companies and PacifiCare:

* the enterprise value of each of the companies as a multiple of such company’s earnings before interest, taxes,
depreciation and amortization, based on the latest publicly available information, for the last four quarters of each of

the companies ended March 31, 2005, referred to as the LTM period;' and

* the closing price per share of common stock of each of the companies, as of July 1, 2005, as a multiple of the
consensus of the IBES earnings estimates as of July 1, 2005 for such company for each of the years ending
December 31, 2005 and 2006;

For purposes of this analysis, the enterprise value of each of the companies was calculated by multiplying the closing
price per share of common stock of such company as of July 1, 2005 by the number of such company’s fully diluted
outstanding shares and adding to that result such company’s debt, preferred stock and minority interests, in each case as
disclosed in such company’s most recent SEC filings.

The results of MTS’ calculations and comparisons are summarized in the table below.

Selected Regional Health Insurers
(Including PacifiCare)

Harmonic
High Mean Mean Median Low PacifiCare

Enterprise Value as a Multiple of EBITDA for LTM Period 137 12.1x 119x  122x  9.7x 11.6x
Price Per Share as a Multiple of Estimated Earnings Per Share for the

Year Ending December 31, 2005 20.9x  18.5x 18.2x  18.9x 15.5x 19.1x
Price Per Share as a Multiple of Estimated Earnings Per Share for the

Year Ending December 31, 2006 18.5x  16.1x 15.8x  159x 13.6x 15.9x

MTS calculated an implied price range of $59 to $80 per share of PacifiCare common stock, using (i) the range of
forward price/earnings multiples of 15.5x to 20.9x set forth in the above table with respect to the year ending December 31,
2005 and (ii) PacifiCare’s 2005 earnings per share estimate of $3.81. MTS noted that the per share implied merger
consideration for PacifiCare was $78.53 as of July 1, 2005.

1 In the case of Coventry, EBITDA for the LTM period was adjusted on a pro forma basis to reflect acquisitions by
Coventry during such period. In the case of PacifiCare, EBITDA was adjusted to include $43.1 million of EBITDA

attributable to American Medical Security Group, Inc. during its last three quarters for the fiscal year ended December
31, 2004.
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MTS calculated an implied price range of $62 to $85 per share of PacifiCare common stock, using (i) the range of
forward price/earnings multiples of 13.6x to 18.5x set forth in the above table with respect to the year ending December 31,
2006 and (i1) PacifiCare’s 2006 earnings per share estimate of $4.58 per share based on the pessimistic Part D scenario. MTS
noted that the per share implied merger consideration for PacifiCare was $78.53 as of July 1, 2005.

MTS calculated an implied price range of $65 to $89 per share of PacifiCare common stock, using (i) the range of
forward price/earnings multiples of 13.6x to 18.5x set forth in the above table with respect to the year ending December 31,
2006 and (i1) PacifiCare’s 2006 earnings per share estimate of $4 80 per share based on the optimistic Part D scenario. MTS
noted that the per share implied merger consideration for PacifiCare was $78.53 as of July 1, 2005.

No company utilized in this comparison is identical to PacifiCare. In evaluating the selected companies, MTS made
judgments and assumptions with regard to industry performance, general business, economic, market and financial conditions
and other matters, many of which are beyond the control of PacifiCare and UnitedHealth Group, such as the impact of
competition on their respective businesses and the industry generally, industry growth and the absence of any adverse
material change in the financial condition and prospects of such companies or the industry or in the financial markets in
general.

Selected Historical Transactions Analysis

MTS reviewed publicly available information for the following merger or acquisition transactions (Target /Acquiror—
Announcement Date):

*  Oxford Health Plans Inc./UnitedHealth Group Incorporated—April 26, 2004

*  WellPoint Health Networks Inc./Anthem, Inc.—October 27, 2003

*  Mid Atlantic Medical Services, Inc./UnitedHealth Group Incorporated—October 27, 2003
*  Cobalt Corporation/WellPoint Health Networks Inc.—June 3, 2003

» Trigon Healthcare, Inc./Anthem, Inc.—April 29, 2002

*  RightCHOICE Managed Care, Inc./WellPoint Health Networks Inc.—October 18, 2001

*  Cerulean Companies, Inc./WellPoint Health Networks Inc.—November 30, 2000

MTS calculated and compared the following multiples, premiums and other information with respect to the merger to
similar information for each of the selected transactions:

* the aggregate value of each transaction as a multiple of the target’s revenue and EBITDA, based on the latest
publicly available information, for the four quarterly periods prior to the announcement (or, in the case of the

merger, the twelve-month period ended March 31, 2005), referred to as the Target LTM period;?

* the purchase price per target share payable, in the case of each transaction, as a multiple of the IBES median
earnings per share estimate for the target for the calendar year following the announcement (or, if the announcement
occurred before July 1, the calendar year in which the announcement occurred), and, in the case of the merger, as a
multiple of the IBES median eamings per share estimate for PacifiCare for the year ending December 31, 2005, in
each case referred to as the forward P/F ratio;

* the aggregate value of each transaction divided by the number of medical members based on the latest information
publicly available for each target prior to the announcement, and, in the case of the merger, prior to July 1, 2005; and’
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*  the premium over the target’s share price one day and 30 trading days prior, in the case of each transaction, to the
announcement of the transaction reflected by the announced per share transaction price and, in the case of the
merger, to the implied merger consideration for PacifiCare of $78.53.

For purposes of this analysis, the aggregate value of the target in each transaction was calculated by multiplying the
announced per share transaction price by the number of the target’s fully diluted outstanding shares as disclosed in the
target’s most recent SEC filings prior to the announcement of such transaction and adding to that result the target’s debt,
preferred stock and minority interests, as disclosed in the target’s most recent SEC filings prior to the announcement of such
transaction. The enterprise value of PacifiCare was calculated by multiplying (i) $78.53 (being the implied merger
consideration as of July 1, 2005), by (ii) the number of PacifiCare’s fully diluted outstanding shares (including its 3%
convertible subordinated debentures on an as-converted basis) as provided to MTS by PacifiCare as of June 29, 2005 and
adding to that result PacifiCare’s debt, as disclosed in PacifiCare’s most recent SEC filings as of March 31, 2005.

The results of MTS’ calculations and comparisons are summarized in the table below.

Harmonic Proposed
High Mean Mean Median Low Merger
Transaction aggregate value as a multiple of the
Target L'TM Period
* Revenue 1.39x 0.94x 0.78x 0.97x 0.36x 0.67x
* EBITDA 15.9x 11.6x 11.2x 11.7x 8.4x 12.7x
Forward P/E Ratio 21.2x 17.1x 16.6x 17.1x 13.1x 20.6x

Transaction aggregate value per medical
member $3,493 $1,711 NA  $1372 $481 $2,750

Premium over market price prior to
announcement (or, in the case of the merger,
July 1, 2005)
* One Day 46.3% 22.8% N/A 18.2% 14.2% 8.3%
* 30 Trading Days 54.5% 34.1% N/A 32.5% 18.6% 27.7%

No company or transaction utilized in this selected transactions analyses is identical to PacifiCare, UnitedHealth Group
or the merger and, accordingly, these analyses involve complex considerations and judgments concerning differences in
financial and operating characteristics of PacifiCare, UnitedHealth Group and the other companies that were considered as
well as other factors that would affect the acquisition values in the selected transactions, including the size and demographic
and economic characteristics of the markets of each company and the competitive environment in which it operates. In
evaluating the selected transactions, MTS made Judgments and assumptions with regard to industry performance, business,
economic, market and financial conditions and other matters, many of which are beyond the control of PacifiCare and
UnitedHealth Group, such as the impact of competition on their respective businesses or the industries in which they are
principally engaged, the growth of these industries and the absence of any material adverse change in their financial
condition or prospects or the industries in which they are principally engaged or in the financial markets in general, which
could affect their respective public trading values and the aggregate value of the transactions to which they are being
compared. MTS also noted that the merger and acquisition transaction environment varies over time because of
macroeconomic factors such as interest rate and equity market fluctuations and microeconomic factors such as industry
results and growth expectations.

,

Discounted Cash Flow Analysis

MTS performed discounted cash flow analyses to determine ranges of implied present values per share of PacifiCare
common stock as of June 30, 2005, under both the pessimistic Part D scenario and the optimistic Part
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D scenario, for the period from June 30, 2005 through December 31, 2010. Using discount rates ranging from 8.0% to 10.5%,
reflecting estimates of PacifiCare’s weighted average cost of capital, MTS derived a range of implied enterprise values for
PacifiCare by discounting to present value (a) the expected unlevered free cash flow of PacifiCare over the penod from June
30, 2005 through December 31, 2010 and (b) the implied terminal values for PacifiCare as of December 31 . 2010 calculated
by applying terminal perpetual growth rates ranging from 2.50% to 3.50% to PacifiCare’s projected unlevered free cash flow
for the year ending December 31, 2010. To calculate ranges of implied present values per share of PacifiCare common stock,
MTS then subtracted from the range of implied enterprise values for PacifiCare the amount of PacifiCare’s debt as disclosed
in PacifiCare’s most recent SEC filings prior to June 30, 2005 and divided the result by the number of PacifiCare’s fully
diluted shares outstanding as provided to it by PacifiCare’s management as of June 29, 2005.

Based on the foregoing calculations, MTS derived a range of implied present values of $54.30 to $100.07 per share of
PacifiCare common stock based on the pessimistic Part D scenario and a range of implied present values of $56.81 to
$104.47 per share of PacifiCare common stock based on the optimistic Part D scenario. MTS noted that the per share implied
merger consideration for PacifiCare was $78.53 as of July 1, 2005.

Analysis of Hlustrative Present Values of a Share of Common Stock of PacifiCare Based on Hypothetical Future Stock
Prices

MTS calculated an illustrative range of implied present values as of June 30, 2005 for a share of PacifiCare common
stock based on hypothetical future prices for a share of PacifiCare common stock using the PacifiCare earnings per share
estimates for the year ending December 31, 2007, under both the pessimistic Part D scenario and the optimistic Part D
scenarlio.

For purposes of this analysis, MTS first calculated the $72.52 closing price of a share of PacifiCare common stock as of
July 1, 2005 as a multiple of the $4.55 estimated earnings per share of PacifiCare common stock for the year ending
December 31, 2006 based on the consensus IBES earnings estimates. This multiple of 15.9x is referred to as the PacifiCare
baseline forward multiple. MTS then adjusted the PacifiCare baseline forward multiple by 10% downward and by 10%
upward, resulting in adjusted multiples of 14.3x and 17.5x, respectively. MTS then calculated a range of hypothetical prices,
as of June 30, 2006, for a share of PacifiCare common stock using the PacifiCare baseline forward multiple, such adjusted
multiples and an earnings per share estimate for the PacifiCare common stock for the year ending December 31, 2007 based
on PacifiCare carnings per share estimates under the pessimistic and optimistic Part D scenarios. MTS next applied a series
of discount rates, ranging from 9.5% to 12.5% to reflect estimates of PacifiCare’s equity cost of capital, to such range of
hypothetical share prices to calculate an illustrative range of implied present values, as of June 30, 2005, for a share of
PacifiCare common stock. The results of these calculations are summarized in the table below.

Hlustrative Range of Present
Values per share of PacifiCare
Common Stock

Pessimistic Part D Scenario $ 65.56-$82.32
Optimistic Part D Scenario $ 67.87-$85.22

MTS noted that the per share implied merger consideration for PacifiCare was $78.53 as of July 1, 2005.
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Relative Contribution Analysis

MTS’ analyses included the calculation of the relative potential contributions of PacifiCare and UnitedHealth Group to
revenue and EBITDA of the combined company for the LTM ended March 31, 2005 and for the year ending December 31,
2005. The results of these calculations are summarized in the table below.

Relative Contributions of PacifiCare
and UnitedHealth Group
to the Combined Company

Revenue EBITDA
UnitedHealth UnitedHealth
Period PacifiCare Group PacifiCare Group
LTM Ended March 31, 2005 23.4% 76.6% 12.2% 87.8%
Year Ending December 31, 2005 24.9% 75.1% 12.0% 88.0%

MTS noted that, by comparison, the implied enterprise value of PacifiCare, based on the merger consideration as of July
1, 2005, would be approximately 10.3% of the implied enterprise value of the combined company as a result of the merger,
pro forma for the issuance of the merger consideration to PacifiCare using UnitedHealth Group’s closing price per share as of
July 1, 2005.

In addition, MTS calculated the relative contributions of each of PacifiCare and UnitedHealth Group to the projected net
income of the combined company for the year ending December 31, 2006. These calculations were based on the IBES
median eamings per share estimate for UnitedHealth Group for such period published by IBES as of July 1, 2005 and on the
PacifiCare eamnings per share estimates, under both the pessimistic Part D scenario and the optimistic Part D scenario, for the
year ending December 31, 2006. The results of these calculations are summarized in the table below.

Relative Contributions of
PacifiCare and UnitedHealth Group
to the Combined Company
Estimated Net Income

UnitedHealth
Period PacifiCare Group
Year Ending December 31, 2006
(Optimistic Part D Scenario) 10.8% 89.2%
Year Ending December 31, 2006
(Pessimistic Part D Scenario) 10.4% 89.6%

MTS noted that, by comparison, the aggregate merger consideration to be paid to PacifiCare stockholders (including
$21.50 in cash per share) as of July 1, 2005 would be approximately 9.8% of the sum of such aggregate merger consideration
paid to PacifiCare stockholders, plus the aggregate equity value of UnitedHealth Group as of July 1, 2005.

Pro Forma Combined Company Analysis—Earnings Per Share Accretion

MTS calculated the implied range of accretion with respect to the estimated earnings per share of the combined
sompany for the yvar ending Docomber 31, 2006, bascd on (i) the PacifiCare eamnings per share estimates, under both the
pessimistic Part D scenario and the optimistic Part D scenario, for the year ending December 31, 2006 and the IBES EPS
estimates for UnitedHealth Group for such period and (ii) Estimated Synergies ranging from $0 to $160 million. MTS then
calculated such accretion as increases in the estimated earnings per share of the combined company on both a dollar and
percentage basis relative to IBES EPS
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estimates, as of July 1, 2005, for UnitedHealth Group for such period. The results of such calculations are set forth in the
following table.

Accretion to Estimated Earnings Per Share of Combined Company
For the Year Ending December 31, 2006
As a Result of Estimated Synergies

Estimated Range of Potential Synergies

($ in millions) $0.0 $40.0 $80.0 $120.0 $160.0

Pessimistic Part D Scenario $0.04 $0.06 $0.07 $0.09 $0.11
1.3% 2.0% 2.6% 3.3% 3.9%

Optimistic Part D Scenario $0.05 $0.07 $0.09 $0.11 $0.13
1.9% 2.6% 32% 3.8% 4.5%

Pro Forma Combined Company Analysis—Analysis of llustrative Present Values of The Merger Consideration Based on
Hypothetical Future Stock Prices

MTS calculated an illustrative range of implied present values as of June 30, 2005 for a share of common stock of the
combined company and the implied value of the merger consideration based on such values. These present values were based
on a range of hypothetical future prices for a share of common stock of the combined company using two different estimates
of the earnings per share of the combined company for the year ending December 31, 2007 derived from the PacifiCare
earnings per share estimates under both the pessimistic Part D scenario and the optimistic Part D scenario, for the year ending
December 31, 2007, and estimated earnings per share for UnitedHealth Group for such year.

For purposes of this analysis, MTS first calculated that the $52.81 closing price of a share of UnitedHealth Group
common stock as of July 1, 2005 was an 18.6x multiple of the $2.84 estimated earnings per share of UnitedHealth Group
common stock for the year ending December 31, 2006. This 18.6x multiple is referred to as the UnitedHealth Group baseline
forward multiple. MTS then adjusted such UnitedHealth Group baseline forward multiple by 10% downward and by 10%
upward, resulting in adjusted multiples of 16.7x and 20.5x, respectively. MTS next calculated a range of hypothetical prices,
as of June 30, 2006, for a share of common stock of the combined company using the UnitedHealth Group baseline forward
multiple, such adjusted multiples and an earnings per share estimate for the common stock of the combined company for the
year ending December 31, 2007 (including the effect of PacifiCare earnings per share estimates under the pessimistic and
optimistic Part D scenarios). MTS next applied a series of discount rates, ranging from 6.5% t0 9.5% and reflecting estimates
of UnitedHealth Group’s equity cost of capital, to such range of hypothetical share prices to calculate an illustrative range of
implied present values, as of June 30, 2005, for a share of common stock of the combined company. The results of these
calculations are summarized in the table below.

Illustrative Range of Present
Values per share of Common
Stock of the Combined

Company
Pessimistic Part D Scenario $ 51.90-$65.23
Optimistic Part D Scenario $ 52.10-$65.47

MTS then calculated an illustrative range of implied present values as of June 30, 2005 for the merger consideration. For
purposes of this analysis, using the assumed Estimated Synergies of $0, $80 million and $160 million to the combined
company, MTS recalculated the ranges of implied present values, as of June 30, 2005, for a share of common stock of the
combined company presented in the table above. MTS multiplied each such adjusted implied present value per share by 1.08
(reflecting the number of shares of UnitedHealth common stock issuable as part of the merger consideration for each share of
PacifiCare common stock) and added $21.50 (reflecting the cash portion of the merger consideration) to the resulting
amount. The results of these calculations are summarized in the table below.
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No Estimated Synergies

$80 million of Estimated Synergies
$160 million of Estimated Synergies

Hlustrative Range of Present Values of Merger Consideration
per share of PacifiCare Common Stock

Pessimistic Part D Scenario

$77.56-$91.94
$78.32-$92.90
$79.08-893.85

Optimistic Part D Scenario

$77.77-$92.21
$78.53-893.16
$79.29-$94.12

MTS also calculated the premiums reflected by the foregoing ranges of present values of the merger consideration per
share of PacifiCare common stock, as compared to $72.52, the closing price per share of PacifiCare common stock as of July
1, 2005. The results of these premium calculations are reflected in the following table.

No Synergies Estimated

$80 million of Estimated Synergies
$160 million of Estimated Synergies

Premium Based on Closing Price
per share of PacifiCare Common Stock on July 1, 2005

Lowest Possible
Present Value of Merger
Consideration per share of
PacifiCare Common Stock
Assuming
Pessimistic Part D Scenario

6.9%
8.0%
9.0%

Highest Possible
Present Value of Merger
Consideration per share of
PacifiCare Commeon Stock
Assuming
Optimistic Part D Scenario

27.1%
28.5%
29.8%

In addition, MTS calculated the premiums reflected by the foregoing ranges of present values of the merger
consideration per share of PacifiCare common stock, as compared to the closing price per share of PacifiCare common stock
on May 20, 2005 (30 trading days prior to July 1, 2005), or $61.50. The results of these premium calculations are reflected in

the following table.

No Synergies Estimated

$80 million of Estimated Synergies
$160 million of Estimated Synergies

Miscellaneous

Premium Based on Closing Price
per share of PacifiCare Common Stock
on May 20, 2005 (30 trading days prior to July 1, 2005)

Lowest Possible
Present Value of Merger
Consideration per share of
PacifiCare Common Stock
Assuming
Pessimistic Part D Scenario

26.1%
27.3%
28.6%

Highest Possible
Present Value of Merger
Consideration per share of
PacifiCare Common Stock
Assuming
Optimistic Part D Scenario

49.9%
51.5%
53.0%

MTS performed a variety of financial and comparable analyses for purposes of rendering its opinion. The preparation of
a financial opinion is a complex process and is not susceptible to partial analysis or summary description. In artiving at its
opinion, MTS considered the results of all of its analyses as a whole and did not attribute any particular weight to any
analysis or factor considered. Furthermore, MTS believes that the summary provided and the analyses described above must
be considered as a whole and that selecting any portion of the analyses, without considering all of them, would create an
incomplete view of the process underlying MTS’ analysis and opinion. As a result, the ranges of valuations resulting from
any particular analysis or combination of analyses described above should not be taken to be the view of MTS with respect to

the actual value of PacifiCare or UnitedHealth Group or their respective common stock.

In performing its analyses, MTS made numerous assumptions with respect to the industry performance, general
business, regulatory and economic conditions and other matters, all of which are beyond MTS’ control
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and many of which are beyond the control of PacifiCare or UnitedHealth Group. Any estimates used by MTS in its analysis

are not necessarily indicative of future results or actual values, which may be significantly more or less favorable than those
suggested by such estimates. The analyses performed were prepared solely as part of the analyses of MTS of the fairness of

the merger consideration to be received by holders of shares of PacifiCare common stock pursuant to the merger agreement

from a financial point of view, and were prepared in connection with the delivery by MTS of its oral opinion on July 6, 2005
to the PacifiCare board of directors, subsequently confirmed in writing as of the same date.

The opinion of MTS was one of the many factors taken into consideration by the PacifiCare board of directors in
making its determination to approve the proposed transaction. Consequently, the analyses as described above should not be
viewed as determinative of the opinion of PacifiCare’s board of directors with respect to the merger consideration or of
whether PacifiCare’s board of directors would have been willing to agree to a different merger consideration.

The merger consideration was determined through arm’s-length negotiations between PacifiCare and UnitedHealth
Group and was approved by PacifiCare’s board of directors. The foregoing summary describes the material analyses
performed by MTS but does not purport to be a complete description of the analyses performed by MTS.

MTS and its affiliates, as part of their investment banking business, are continually engaged in performing financial
analyses with respect to healthcare businesses and their capitalization in connection with mergers and acquisitions,
competitive biddings, private placements and other transactions as well as for corporate and other purposes. MTS acted as
financial advisor to PacifiCare in connection with, and participated in certain of the negotiations leading to, the merger
agreement. In addition, MTS has provided investment banking services to PacifiCare from time to time, including having
acted as financial advisor to PacifiCare in its acquisitions of American Medical Security Group, Inc. and the group health
nsurance business of Pacific Life Insurance Company. MTS may also provide investment banking services to PacifiCare and
UnitedHealth Group in the future. In connection with the above-described investment banking services, MTS has recetved,
and may receive, compensation.

PacifiCare selected MTS because MTS is recognized in the healthcare industry as an investment banking firm that has
substantial experience in transactions similar to the merger. Pursuant to a supplemental letter agreement, dated as of May 19,
2005, as amended, to the engagement letter dated September 1, 2003, between PacifiCare and MTS (pursuant to which MTS
was engaged by PacifiCare to assist PacifiCare in its evaluation and implementation of its strategic, operational and financial
plan), PacifiCare engaged MTS to act as its financial advisor in connection with a potential business combination transaction
that results in a change of control of PacifiCare. As compensation for MTS’ financial advisory services in connection with
the merger, PacifiCare also agreed, pursuant to such supplemental letter agreement to pay MTS, upon the completion of the
merger, a fee equal to $29,861,337. PacifiCare has also agreed to reimburse MTS for its reasonable out-of-pocket expenses,
including attorney’s fees and disbursements, and to indemnify MTS against various liabilities, including various liabilities
under the federal securities laws.

Opinion of Morgan Stanley & Co. Incorporated

PacifiCare retained Morgan Stanley to provide a financial opinion letter in connection with the merger. The PacifiCare
board of directors selected Morgan Stanley to provide a financial opinion letter based on Morgan Stanley’s qualifications,
expertise, reputation and its knowledge of the business and affairs of PacifiCare. At the meeting of the PacifiCare board of
directors on July 6, 2005, Morgan Stanley rendered its oral opinion, subsequently confirmed in writing, that, as of such date
and based upon and subject to the considerations set forth in its opinion, the consideration to be received by the holders of
shares of PacifiCare common stock pursuant to the merger agreement was fair from a financial point of view to such holders.
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The full text of Morgan Stanley’s opinion, dated July 6, 2005, which sets forth, among other things, the
assumptions made, procedures followed, matters considered and qualifications and limitations of the review
undertaken in rendering its opinion is attached as Annex C to this proxy statement/prospectus. The summary of
Morgan Stanley’s fairness opinion set forth in this document is qualified in its entirety by reference to the full text of
the opinion. Stockholders should read this opinion carefully and in its entirety. Morgan Stanley’s opinion is directed
to the PacifiCare board of directors, addresses only the fairness from a financial point of view of the consideration to
be received by holders of shares of PacifiCare common stock pursuant to the merger agreement, and does not address
any other aspect of the merger. Morgan Stanley’s opinion does not constitute a recommendation to any stockholders
of PacifiCare as to how such stockholders should vote with respect to the proposed transaction and should not be
relied upon by any stockholder as such.

In connection with rendering its opinion, Morgan Stanley, among other things:

* reviewed certain publicly available financial statements and other business and financial information of PacifiCare
and UnitedHealth Group, respectively;

+ reviewed certain internal financial statements and other financial and operating data concerning PacifiCare prepared
by the management of PacifiCare;

*  reviewed certain financial projections concerning PacifiCare for 2005 prepared by the management of PacifiCare
and certain public research reports concerning PacifiCare prepared by certain equity research analysts and discussed
with senior executives of PacifiCare such research reports (including the financial projections contained therein);

* discussed the past and current operations and financial condition and the prospects of PacifiCare with senior
executives of PacifiCare;

* reviewed certain internal financial statements and other financial and operating data concerning UnitedHealth Group
prepared by the management of UnitedHealth Group;

* reviewed certain financial projections concerning UnitedHealth Group for 2005 prepared by the management of
UnitedHealth Group and reviewed certain public research reports concerning UnitedHealth Group prepared by
certain equity research analysts (including the financial projections contained therein);

* discussed the past and current operations and financial condition and the prospects of UnitedHealth Group with
senior executives of UnitedHealth Group;

* reviewed the reported prices and trading activity for PacifiCare common stock and UnitedHealth Group common
stock;

* compared the financial performance of PacifiCare and UnitedHealth Group and the prices and trading activity of
PacifiCare common stock and UnitedHealth Group common stock with that of certain other comparable publicly-
traded companies and their securities;

* reviewed the financial terms, to the extent publicly available, of certain comparable acquisition transactions;

* discussed with the management of PacifiCare information regarding certain strategic, financial and operational
benefits anticipated to result from the merger;

* reviewed the pro forma impact of the merger on UnitedHealth Group’s earnings per share and capital structure;
* reviewed a draft of the merger agreement dated July 6, 2005, and certain related documents; and

* considered such other factors and performed such other analyses as Morgan Stanley deemed appropriate.

In arriving at its opinion, Morgan Stanley assumed and relied upon without independent verification the accuracy and
completeness of the information reviewed by it for the purposes of its opinion. With respect to the
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financial projections prepared by the management of PacifiCare, Morgan Stanley assumed without independent verification
that they were reasonably prepared on bases reflecting the best then currently available estimates and judgments of the future
financial performance of PacifiCare. For purposes of Morgan Stanley’s analysis of PacifiCare and after discussions with
PacifiCare’s management, Morgan Stanley also used and relied upon publicly available estimates of certain equity research
analysts who report on PacifiCare. Morgan Stanley assumed, with PacifiCare’s consent and based upon discussions with
PacifiCare’s management, that such projections represent reasonable estimates and judgments as to the future financial
performance of PacifiCare. With respect to the financial projections prepared by the management of UnitedHealth Group,
Morgan Stanley assumed without independent verification that they were reasonably prepared on bases reflecting the best
then currently available estimates and judgments of the future financial performance of UnitedHealth Group. For purposes of
its analysis of UnitedHealth Group, Morgan Stanley also used and relied upon publicly available projections of certain equity
research analysts who report on UnitedHealth Group. Morgan Stanley assumed, with PacifiCare’s consent, that such
projections represent reasonable estimates and judgments as to the future financial performance of UnitedHealth Group.
Morgan Stanley also assumed, with PacifiCare’s consent, without independent verification, that the information regarding
certain strategic, financial and operational benefits anticipated to result from the merger represent reasonable estimates and
judgments of the management of PacifiCare.

Morgan Stanley assumed that the merger would be consummated in accordance with the terms set forth in the merger
agreement without material modification, waiver, or delay, including, among other things, that the merger will be treated as a
tax-free reorganization pursuant to the Code. In addition, Morgan Stanley assumed that in connection with receipt of all
necessary regulatory and other approvals for the merger, no restrictions will be imposed that would have a material adverse
effect on the contemplated benefits expected to be derived from the merger. Morgan Stanley is not a legal, regulatory or tax
advisor and relied upon, without independent verification, the assessment of PacifiCare and its advisors with respect to such
issues. Morgan Stanley did not make any independent valuation or appraisal of the assets or liabilities of PacifiCare or
UnitedHealth Group, nor was it furnished with any such valuations or appraisals. Morgan Stanley’s opinion was necessarily
based on financial, economic, market and other conditions as in effect on, and the information made available to it as of, July
6, 2005.

In arniving at its opinion, Morgan Stanley was not authorized to solicit, and did not solicit, interest from any party with
respect to the acquisition of PacifiCare or any of its assets. Morgan Stanley was retained to provide only a financial opinion
letter in connection with the merger. As a result, Morgan Stanley was not involved in structuring, planning or negotiating the
merger. Morgan Stanley’s opinion did not address the underlying business decision by PacifiCare to enter into the merger
agreement or the relative merits of the merger compared to other alternatives available to PacifiCare, or whether such
alternatives exist.

The following is a summary of the material financial analyses performed by Morgan Stanley in connection with its oral
opinion and the preparation of its written opinion. Some of these summaries include information in tabular format. In order to
understand fully the financial analyses used by Morgan Stanley, the tables must be read together with the text of each
summary. The tables alone do not constitute a complete description of the analyses. Morgan Stanley’s financial analyses
were based on an exchange ratio of 1.08 shares of UnitedHealth Group common stock per share of PacifiCare common stock
for the stock portion of the merger consideration. The exchange ratio was increased to 1.1 shares of UnitedHealth Group
common stock on July 6, 2005. The conclusions reached by Morgan Stanley as a result of its financial analyses based on the
1.08 exchange ratio also support the conclusions stated in its opinion regarding the increased exchange ratio of 1.1 shares of
UnitedHealth Group common stock.

Historical Share Price Analysis. Morgan Stanley reviewed the price performance of the common stock of each of
PacifiCare and UnitedHealth Group from July 1, 2004 through July 1, 2005, Morgan Stanley sompared an implied merger
consideration for a share of PacifiCare common stock of $78.53 as of July 1, 2005 (calculated as the sum of $21.50 in cash
plus 1.08 of shares of UnitedHealth Group common stock having a value of $57.03
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based on the closing price of a share of UnitedHealth Group common stock on July 1, 2005, relative to the PacifiCare
common stock price over the period referenced above. The tables below present: (i) the absolute share price of PacifiCare
common stock over the period referenced above and (ii) the absolute share price of UnitedHealth Group common stock over
the period referenced above.

PacifiCare Common

Metric Stock Price

52-Week High $ 73
52-Week Low $ 29
6-Month High $ 73
6-Month Low $ 53
60-Day High $ 73
60-Day Low $ 54
High since May 16, 2005 $ 73
Low since May 16, 2005 $ 61
20-Day High $ 73
20-Day Low $ 63

UnitedHealth Group Common

Metric Stock Price

52-Week High $ 53
52-Week Low 3 30
6-Month High $ 53
6-Month Low $ 43
60-Day High $ 53
60-Day Low $ 48
30-Day High $ 53
30-Day Low $ 51

The following table lists the implied percentage premium of the implied merger consideration for a share of PacifiCare
common stock of $78.53 as of July 1, 2005 as compared to PacifiCare’s closing common stock prices over various periods.

Per Share Merger Consideration Premium as Compared to PacifiCare’s Common Stock Price

Implied
Merger Last Twelve Last Twi
Consideration 1 Day 30 Days May 16 6 Mos. Avg Months High Months 1
$78.53 8.3% 21.4% 27.8% 27.5% 8.3% 16

In addition, Morgan Stanley compared the trading performance of each of PacifiCare and UnitedHealth Group to the
performance of other comparable publicly traded corporations and the S&P 500 Index. The table below presents the relative
price change from October 25, 2000 through July 1, 2005 for each of PacifiCare, UnitedHealth Group, the S&P 500 Index
and a Managed Care Index (the Managed Care Index includes the following companies: WellPoint Health Networks, Inc.,
Aetna, Inc., Cigna Corp., Humana Inc., Coventry Health Care, Inc., Health Net, Inc., Sierra Health Services, Inc. and
WellChoice, Inc.).

Relative Price Change Between

Company/Market Index October 25,2000 and July 1, 2005

PacifiCare 1,290%

UnitedHcalth Group 304%

Managed Care Index 161%

S&P 500 Index (12)%
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Historical Exchange Ratio Analysis. Morgan Stanley analyzed the historical trading price of UnitedHealth Group
relative to PacifiCare common stock based on closing prices between October 25, 2000 and July 1, 2005 and calculated the
historical exchange ratios during this period implied by dividing the daily closing prices per share of PacifiCare common
stock by those of UnitedHealth Group common stock and the average of those historical trading ratios for 30 day, 60 day, 90
day, 180 day, 1-year, 3-year and 5-year periods ended on July 1, 2005. Morgan Stanley also calculated the exchange ratios
mmplied by dividing the closing price per share of PacifiCare common stock by that of UnitedHealth Group common stock on
July I, 2005 and May 16, 2005, and by dividing $78.53 (the value of the merger consideration for a share of PacifiCare
common stock as of July 1, 2005, calculated as the sum of $21.50 in cash plus 1.08 shares of UnitedHealth Group common
stock having a value of $57.03 based on the closing price of a share of UnitedHealth Group common stock on July 1, 2005)
by the closing price per share of UnitedHealth Group common stock on July 1, 2005. Morgan Stanley then calculated the
exchange ratio premia of the transaction exchange ratio over each of the historical exchange ratios listed above. This analysis
implied the following exchange ratios and exchange ratio premia:

Historical Exchange Ratio Exchange Ratio Premia

At $78.53 1.487x

As of Juiy 1, 2005 1.373x 8.3%
As of May 16, 2005 1.308x 13.7%
30 day average 1.321x 12.6%
60 day average 1.302x 14.2%
90 day average 1.265x 17.6%
180 day average 1.308x 13.7%
1 year average 1.210x 22.9%
3 year average 0.980x 51.7%
5 year average 0.843x 76.4%

Comparable Company Analysis. Morgan Stanley reviewed and analyzed certain public market trading multiples for
public companies similar to PacifiCare and UnitedHealth Group from a size and business mix perspective. The multiples
analyzed for these comparable companies included, among others, the per share price divided by 2005 and 2006 estimated
earnings per share, and the per share price divided by 2006 estimated earnings per share divided by the long term eamings
per share growth rate. Morgan Stanley also analyzed multiples based on aggregate market value (which for purposes of the
analysis was defined as public equity market value plus total book value of debt, total book value of preferred stock and
minority interest less cash and other short term investments) divided by 2005 estimated earnings before interest, taxes,
depreciation and amortization (commonly referred to as EBITDA) and aggregate market value divided by 2006 estimated
EBITDA. The earnings per share estimates, long term eamings per share growth rates and EBITDA estimates were based on
I/B/E/S consensus estimates (I/B/E/S refers to the database provided by I/B/E/S International Inc. of equity research analysts’
estimates of future eamings of publicly traded companies). Morgan Stanley calculated these financial multiples and ratios
based on publicly available financial data as of July 1, 2005. For purposes of this analysis, Morgan Stanley identified the
following nine publicly traded corporations:

Multi-Market Regional

*  UnitedHealth Group *  Coventry Health Care, Inc.
*  WellPoint Health Networks, Inc. *  Humana Inc.

* Aetna, Inc. *  WellChoice, Inc.

=  CIGNA Corp. *  Health Net, Inc.

»  Sierra Health Care Services, Inc.
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A summary of the reference range of market trading multiples is set forth below:

Multi Market Metric

Price/ 2005 Eamings

Price / Next Twelve Month (“NTM”) Earnings

Price/ 2006 Earnings

Aggregate Value over 2005 EBITDA

Aggregate Value over 2006 EBITDA

Price/ 2006 Famings/ Long Term Earnings Growth Rate

Regional Metric

Reference Range

15.2x-21.6x
16.0x-20.7x
14.2x-18.6x
9.8x-13.6x
8.8x-12.2x
1.0x-1.4x

Reference Range

Price/ 2005 Earnings 15.5x-20.9x
Price / Next Twelve Month (“NTM™) Earnings 15.0x-20.4x
Price/ 2006 Earmings 13.6x-18.5x
Aggregate Value over 2005 EBITDA 93x-13.6x
Aggregate Value over 2006 EBITDA 8.3x-11.8x
Price/ 2006 Earnings/ Long Term Earnings Growth Rate 0.9x-1.3x

Morgan Stanley calculated an implied valuation range for PacifiCare by applying multiple ranges to the applicable
PacifiCare operating statistics based on mnformation provided by management and other publicly available data. Based upon
and subject to the foregoing, Morgan Stanley calculated implied valuation ranges for PacifiCare common stock of $61 to $72
per share based on I/B/E/S 2005 consensus earnings estimates, and $64 to $73 per share based on I/B/E/S 2006 consensus
earnings estimates. Morgan Stanley noted that the per share implied merger consideration for PacifiCare common stock was
$78.53 as of July 1, 2005.

Morgan Stanley calculated an implied valuation range for UnitedHealth Group by applying multiple ranges to the
applicable UnitedHealth Group operating statistics based upon publicly available data. Based upon and subject to the
foregoing, Morgan Stanley calculated implied valuation ranges for UnitedHealth Group common stock of $49 to $59 per
share based on I/B/E/S 2005 consensus earnings estimates and $45 to $57 per share based on VB/E/S 2006 consensus
earnings estimates. Morgan Stanley noted that the price per share of UnitedHealth Group common stock was $52.81 as of
July 1, 2005.

Although the foregoing companies were compared to PacifiCare and UnitedHealth Group for purposes of this analysis,
Morgan Stanley noted that no company utilized in this analysis is identical to PacifiCare and UnitedHealth Group because of
differences between the business mix, regulatory environment, operations and other characteristics of PacifiCare and
UnitedHealth Group and the comparabie companies. In evaluating the comparable companies, Morgan Staniey made -
judgments and assumptions with regard to industry performance, general business, economic, regulatory, market and
financial conditions and other matters, many of which are beyond the control of PacifiCare and UnitedHealth Group, such as
the impact of competition on the business of PacifiCare and UnitedHealth Group and on the industry generally, industry
growth and the absence of any adverse material change in the financial condition and prospects of PacifiCare and
UnitedHealth Group or the industry or in the markets generally. Mathematical analysis (such as determining the average or
median) is not in itself a meaningful method of using comparable company data.

Discounted Analyst Price Targets. Morgan Stanley reviewed published estimates for PacifiCare by Wall Street equity
research analysts from April 28, 2005 to June 22, 2005. Morgan Stanley discounted the Wall Street analyst price targets to
June 29, 2005 at PacifiCare’s estimated cost of equity capital of approximately 7.8%, which yielded an implied valuation
range of PacifiCare common stock of $59 to $83. Morgan Stanley noted that the per share implied merger consideration for
PacifiCare common stock was $78.53 as of July 1, 2005.

Morgan Stanley also reviewed published estimates for UnitedHealth Group by Wall Street equity research analysts from
April 15, 2005 to June 22, 2005. Morgan Stanley discounted the Wall Street analyst price targets to
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June 29, 2005 at UnitedHealth Group’s estimated cost of equity capital of approximately 6.5%, which yielded an implied
valuation range of UnitedHealth Group’s common stock of $44 to $61. Morgan Stanley noted that the price per share of
UnitedHealth Group common stock was $52.81 as of July I, 2005.

Precedent Transactions Analysis. Morgan Stanley reviewed and analyzed selected precedent healthcare transactions
involving other companies acquired since March 1, 2001. The following table sets forth the acquisition transactions that were
reviewed in connection with this analysis:

»  Oxford Health/UnitedHealth Group
*  MAMSI/UnitedHealth Group

*  WellPoint/Anthem

«  Cobalt/WellPoint

»  Trigon/Anthem

*  RightCHOICE/WellPoint

*  BCBS of Georgia/WellPoint

Morgan Stanley derived from these selected transactions a reference range of premiums paid relative to the trading share
prices at two different periods of time preceding the announcement of a transaction. The premium paid relative to the share
price 30 days prior to deal announcement ranged from 18.7% to 54.5%, with an average of 34.1%. The premium paid relative
to the share price one day prior to deal announcement ranged from 14.2% to 46.3%, with an average of 22.8%. Based on the
size and specifics of the merger, Morgan Stan]ey then derived from these selected transactions a reference range of premiums
paid of 20% to 35% for share prices 30 days prior to transaction announcement and 15% to 25% for share prices one day
prior to transaction announcement, and applying these ranges of premiums to the closing share prices for PacifiCare common
stock on June 2, 2005 and May 16, 2005, Morgan Stanley calculated implied valuation ranges for PacifiCare common stock
of $78 to $87 and $71 to $77, respectlvely Morgan Stanley noted that the per share implied merger consideration for
PacifiCare common stock was $78.53 as of July 1, 2005.

Morgan Stanley also derived from these selected transactions a reference range of premiums paid using an implied all
stock exchange ratio premiums to the 30-day and 60-day average exchange ratios. The implied all stock exchange ratio
premium to the 30-day average exchange ratio ranged from 14.4% to 41.3%, with an average of 21.5%. The mplied all stock
exchange ratio premium to the 60-day average exchange ratio ranged from 13.5% to 41.4%, with an average of 21.9%. Based
on the size and specifics of the merger, Morgan Stanley then derived from these selected transactions a reference range of

15% to 22% for the 30 day average implied all stock exchange ratio premium and 15% to 21% for the 60 day average
implied all stock exchange ratio premium. Applying these ranges of implied all stock exchange ratio premiums to the 30-day
average and 60-day average exchange ratios of PacifiCare common stock to UnitedHealth Group’s common stock, Morgan
Stanley calculated implied valuation ranges for PacifiCare common stock of $80 to $85 and $79 to $83, respectively. Morgan
Stanley noted that the per share implied merger consideration for PacifiCare common stock was $78.53 as of July 1, 2005.

Finally, Morgan Stanlcy derived from the sclecied transactions a reference range of multiples derived by dividing the
target’s equity value based on the transaction value by each of the actual net income for the most recently reported twelve
month period (“LTM”) and the projected net income for the next twelve months (“NTM”) based on I/B/E/S estimates. The
LTM multiples ranged from 13.3x to 34.8x, with an average of 19.1x, and the NTM multiples ranged from 13.1x to 20.6x,
with an average of 16.9x. Based on the size and specifics of the merger, Morgan Stanley then derived from these selected
transactions a reference range of LTM multiples of 15.0x to 18.0x and a reference range of NTM multiples of 13.0x to 16.5x.
Applying these ranges of multiples to the corresponding LTM and NTM net income for PacifiCare, Morgan Stanley
calculated implied valuation ranges for PacifiCare common stock of $51 to $62 and $51 to $65, respectively. Morgan Stanley
noted that the per share implied merger consideration for PacifiCare common stock was $78.53 as of July 1, 2005.
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Morgan Stanley noted that the merger and acquisition transaction environment varies over time because of
macroeconomic factors such as interest rate and equity market fluctuations and microeconomic factors such as industry
results and growth expectations. Morgan Stanley noted that no company or transaction reviewed was identical to the
proposed transactions and that, accordingly, these analyses involve complex considerations and judgments concerning
differences in financial and operating characteristics of PacifiCare and UnitedHealth Group and other factors that would
affect the acquisition values in the comparable transactions, including the size and demographic and economic characteristics
of the markets of each company and the competitive environment in which it operates. Mathematical analysis (such as
determining the average or median) are not themselves meaningful methods of usimg comparable transaction data.

PacifiCare Discounted Cash Flow Analysis. Morgan Stanley performed a 5-year discounted cash flow analysis for
PacifiCare, calculated as of July 1, 2005, of the estimated unlevered after-tax free cash flows for fiscal years 2005 through
2010, based on Wall Street research estimates reviewed with PacifiCare management. Morgan Stanley estimated a range of
terminal values calculated as of December 31, 2010, based on a range of 2011 P/E multiples of 12.0x—16.0x. Morgan Stanley
discounted the unlevered free cash flow streams and the estimated terminal value to a present value at a range of discount
rates from 7.0% to 8.0% based upon the weighted average cost of capital of PacifiCare and other comparable companies.
Based on Wall Street research estimates, the discounted cash flow analysis of PacifiCare yielded an implied valuation range
of PacifiCare common stock of $60 to $81 per share based on estimates assuming no contribution from the Medicare Part D
business and $60 to $85 based on estimates assuming some contribution from the Medicare Part D business. Morgan Stanley
noted that the per share implied merger consideration for PacifiCare common stock was $78.53 as of July 1, 2005.

Discounted Equity Value Analysis. Morgan Stanley performed an analysis of the implied present value per share of
PacifiCare common stock on a stand-alone basis based on PacifiCare’s projected future equity value using the fiscal year
2007 estimates provided by I/B/E/S. To calculate the discounted equity value, Morgan Stanley multiplied the applicable
PacifiCare earnings estimate by the next calendar year multiple range of 10.0x to 17.0x, based on the reference range derived
from the comparable company analysis, and discounted the implied nominal equity values of PacifiCare to a present value at
an illustrative discount rate of 7.8%, which reflected the PacifiCare average cost of equity capital. Based on the
aforementioned projections and assumptions, Morgan Stanley derived an implied valuation range for PacifiCare common
stock of $62 to $85, using Wall Street equity research estimates. Morgan Stanley noted that the per share implied merger
consideration for PacifiCare common stock was $78.53 per share as of July 1, 2005.

Morgan Stanley performed an analysis of the implied present value per share of UnitedHealth Group common stock on a
stand-alone basis based on UnitedHealth Group’s projected future equity value using the fiscal year 2007 estimates provided
by I/B/E/S. To calculate the discounted equity value, Morgan Stanley multiplied the applicable UnitedHealth Group earnings
estimate by the next calendar year multiple range of 17.0x to 21.0x, based on the reference range derived from the
comparable company analysis, and discounted the implied nominal equity values of UnitedHealth Group to a present value at
an illustrative discount rate of 6.5%, which reflected the UnitedHealth Group average cost of equity capital. Based on the
aforementioned projections and assumptions, Morgan Stanley derived an implied valuation range for UnitedHealth Group
common stock of $50 to $62, using Wall Street equity research estimates.

Morgan Stanley performed a variety of financial and comparable analyses for purposes of rendering its opinion. The
preparation of a financial opinion is a complex process and is not susceptible to partial analysis or summary description. In
arriving at its opinion, Morgan Stanley considered the results of all of its analyses as a whole and did not attribute any
particular weight to any analysis or factor considered. Furthermore, Morgan Stanley believes that the summary provided and
the analyses described above must be considered as a whole and that selecting any portion of the analyses, without
considering all of them, would create an incomplete view of the process underlying Morgan Stanley’s analysis and opinion.
As a result, the ranges of valuations resulting
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from any particular analysis or combination of analyses described above should not be taken to be the view of Morgan
Stanley with respect to the actual value of PacifiCare or UnitedHealth Group or their respective common stock.

In performing its analyses, Morgan Stanley made numerous assumptions with respect to the industry performance,
general business, regulatory and economic conditions and other matters, many of which are beyond the control of Morgan
Stanley, PacifiCare or UnitedHealth Group. Any estimates contained in the analysis of Morgan Stanley are not necessarily
indicative of future results or actual values, which may be significantly more or less favorable than those suggested by such
estimates. The analyses performed were prepared solely as part of the analyses of Morgan Stanley of the fairness of the
merger consideration to be received by holders of shares of PacifiCare common stock pursuant to the merger agreement from
a financial point of view, and were prepared in connection with the delivery by Morgan Stanley of its oral opinion on July 6,
2005 to the PacifiCare board of directors, subsequently confirmed in writing as of the same date.

The merger consideration was determined through arm’s-length negotiations between PacifiCare and UnitedHealth
Group and was approved by PacifiCare’s board of directors. Morgan Stanley did not provide any advice to PacifiCare during
these negotiations, nor did Morgan Stanley recommend any specific merger consideration to PacifiCare or that any specific
merger consideration constituted the only appropriate merger consideration for the merger.

The opinion of Morgan Stanley was one of the many factors taken into consideration by the PacifiCare board of
directors in making its determination to approve the proposed transaction. Consequently, the analyses as described above
should not be viewed as determinative of the opinion of PacifiCare’s board of directors with respect to the merger
consideration or of whether PacifiCare’s board of directors would have been willing to agree to a different merger
consideration. The foregoing summary describes the material analyses performed by Morgan Stanley but does not purport to
be a complete description of the analyses performed by Morgan Stanley.

Morgan Stanley is an intemationally recognized investment banking and advisory firm. Morgan Stanley, as part of its
investment banking business, is continuously engaged in the valuation of businesses and their securities in connection with
mergers and acquisitions, negotiated underwritings, competitive biddings, secondary distributions of listed and unlisted
securities, private placements and valuations for corporate, estate and other purposes. In the ordinary course of its business,
Morgan Stanley and its affiliates may from time to time trade in the securities or the indebtedness of PacifiCare,
UnitedHealth Group and their affiliates for its own account, the accounts of investment funds and other clients under the
management of Morgan Stanley and for the accounts of its customers and accordingly, may at any time hold a long or short
position in such securities or indebtedness for any such account. In the past, Morgan Stanley and its affiliates have provided
financial advisory and financing services for PacifiCare and UnitedHealth Group and have received fees for the rendering of
these services. In particular, Morgan Stanley acted as co-lead agent in the PacifiCare’s current senior credit facility, was a
bookrunner on UnitedHealth Group’s offering of $500,000,000 aggregate principal amount of 4.875% notes due March 15,
2015, was an underwriter on UnitedHealth Group’s offerings of $250,000,000 aggregate principal amount of 3.8% fixed-rate
notes due February 2009, $250,000,000 aggregate principal amount of 4.8% fixed-rate notes due February 2014,
$550,000,000 aggregate principal amount of 3.4% fixed-rate notes due August 2007, $450,000,000 aggregate principal
amount of 4.1% fixed-rate notes due August 2009 and $500,000,000 aggregate principal amount of 5.0% fixed-rate notes due
August 2014, and is a lender under UnitedHealth Group’s current five-year revolving credit facility.

PacifiCare has agreed to pay Morgan Stanley a customary fee for an engagement limited to delivery of a financial
opinion upon delivery of its financial opinion letter. PacifiCare has also agreed to reimburse Morgan Stanley for certain fees
and expenses incurred in performing its services. In addition, PacifiCare has agreed to indemnify Morgan Stanley and its
affiliates, their respective directors, officers, agents and employees and each person, if any, controlling Morgan Stanley or
any of its affiliates against certain liabilities and expenses, including certain liabilities under the federal securities laws,
related to or arising out of Morgan Stanley’s engagement and any related transactions.
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Certain Financial Projections

In connection with UnitedHealth Group’s due diligence review of PacifiCare’s operations, PacifiCare provided
UnitedHealth Group with a copy of PacifiCare’s internal forecast package, dated as of May 11, 2005, referred to as the
forecast. The forecast estimated, as of May 11, 2005, certain summary financial information for PacifiCare for the year
ending December 31, 2005. The forecast was based on PacifiCare’s plan for financial performance in 2005 as revised in
consideration of actual results of operation for the first quarter of 2005. The forecast summarized below did not take into
account PacifiCare’s anticipated Part D stand-alone administration expenses and capital expenditures. The forecast is
summarized in the following table.

PacifiCare Health Systems, Inc.

2005 Forecast
(May 11, 2005)

Year Ended

! December 31, 2005

Selected Financial and Operating Forecasts

(Dollars in millions,

except per
share data)

Revenue $ 144373
Net Income? $ 3794
Earnings per share $ 3.89
EBITDA? $ 782.3
Free Cash Flow* $ 334.7
Margins

Commercial 18.9%

Senior 12.0%

Speciality and Other 40.0%
MLR

Private Commercial 80.9%

Private Senior 73.0%

Government Senior 87.9%

Combined MLR 84.1%
SG&A as a % of Revenue 13.2%
Capital Expenditures $ 1342
Depreciation and Amortization $ 89.5
Effective tax rate 33.80%
Average Outstanding Shares 98,200

) PacifiCare utilizes certain non-GAAP measures to evaluate its performance and considers these measures important
indicators of its success. These measures should not be considered an alternative to measurements required by
accounting principles generally accepted in the United States. In addition, PacifiCare’s non-GAAP measures may not be
comparable to similar measures reported by other companies.

@  Forecasts of net income and earnings per share do not include estimates by PacifiCare for expenses, including readiness
and capital expenses, to be incurred in preparations by it to become a national prescription drug plan administrator for
the new Medicare Part D benefit. These expenses as incurred are expected to reduce net income and earnings per share
from the amounts set forth in the forecast.

®  EBITDA is computed as net income excluding income taxes, interest expense, depreciation and amortization. PacifiCare
believes that providing EBITDA is useful to investors as these are additional metrics used by PacifiCare management to
measure PacifiCare’s profitability.

@  PacifiCare believes that reporting free cash flow assists investors in understanding its ability to generate sufficient
positive cash flows to fund its ongoing cash operating requirements including capital and debt
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service obligations. Free cash flow should not be considered in isolation or as a substitute for cash flow from operations
prepared in accordance with GAAP. Free cash flow is computed as net income plus depreciation and amortization, less
capital expenditures.

The forecasts were prepared by the management of PacifiCare in the normal course of business and not in connection
with the transactions. However, in connection with the discussions concerning the proposed merger and UnitedHealth’s due
diligence review, PacifiCare furnished to UnitedHealth Group certain financial forecasts prepared by PacifiCare’s
management. The forecasts were not prepared with a view to public disclosure or compliance with the published guidelines
of the SEC or the guidelines established by the American Institute of Certified Public Accountants regarding projections,
prospective financial information and forecasts. None of UnitedHealth Group, PacifiCare or any of their respective
representatives made or is making any representations regarding the forecasts. The forecasts reflect numerous assumptions
made by the management of PacifiCare, with respect to industry conditions, membership enrollment, trends in healthcare
costs, the effects of changes in Medicare, general business, economic, market and financial conditions and other matters and
do not take into account any changes to the operations of PacifiCare which may result from the merger. These assumptions
are subject to risks and uncertainties which are difficult to predict and of which many are beyond the control of PacifiCare
and UnitedHealth Group. Accordingly, actual results could be materially higher or lower than those provided in the forecasts
and PacifiCare cannot assure you that the forecasts will be realized. The inclusion of the forecasts in this proxy
statement/prospectus should not be regarded as an indication that PacifiCare or its affiliates or representatives considered or
consider the forecasts to be a reliable prediction of future events, and you are cautioned not to place undue reliance on these
forecasts to predict the future results of PacifiCare, or a combined UnitedHealth Group and PacifiCare, due to the limitations
discussed above. None of PacifiCare or its affiliates or representatives intends to update or otherwise revise the forecasts to
reflect circumstances existing after the date of the forecasts or to reflect the occurrence of future events even in the event that
any or all of the assumptions underlying the forecasts are shown to be in error. PacifiCare has, in the past, prepared and
publicly announced financial forecasts regarding its anticipated operating results and has done so since the forecast package,
dated May 11, 2005, was provided to UnitedHealth Group. The forecasts summarized above and any other forecasts publicly
announced by PacifiCare regarding its anticipated operating results are forward looking statements that are subject to a
number of risks, uncertainties and assumptions and should be read with caution. Please sce the section entitled “Cautionary
Statement Regarding Forward-Looking Statements” beginning on page 40 of this proxy statement/prospectus for important
cautionary language regarding the reliance on projections and forecasts and estimates, and for factors which may cause actual
results to differ from such estimates.

Completion and Effectiveness of the Merger

The merger will be completed when all of the conditions to completion of the merger are satisfied or waived, if
permissible, including adoption of the merger agreement by the stockholders of PacifiCare. The merger will become effective
upon the filing of a certificate of merger with the State of Delaware.

UnitedHealth Group and PacifiCare are working to complete the merger as quickly as possible, and we hope to do se as
promptly as practicable after the special meeting and the receipt of the required regulatory approvals and consents. However,
because the merger is subject to closing condifions and the approval of certain antitrust and regulatory agencies such as the
Department of Justice, Antitrust Division, the Department of Health and the Departments of Insurance in the Principal States,
UnitedHealth Group and PacifiCare cannot give any assurance that all the conditions to the merger will be either satisfied or
waived or that the merger will occur and cannot predict the exact timing of the completion of the merger.

As promptly as practicable after the merger is completed, Wells Fargo, the exchange agent for the merger, will mail to
you instructions (including a letter of transmittal) for surrendering your PacifiCare stock certificates in exchange for
UnitedHealth Group common stock and cash. When you deliver your PacifiCare stock
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