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The Company proposes to eliminate the PacifiCare HMO and its affiliate Medicare HMO, Secure
Horizons effective January 1, 2008. Members will continue to have access to the Health Net and Blue
Shield HMO plans, which are also medical group/lPA style HMOs. Our analysis shows that 99.9%
percent of member's primary care physicians are contracted with either the Blue Shield or Health Net
HMOs.

To provide another option for Medicare retirees, the Company proposes to add the nationwide Blue
Cross SmartValue Private Medicare Fee-for-Service Plan effective January 1, 2008. Like the Secure
Horizons Plan, this plan is a Medicare Part C plan so it has similar pricing and benefits.

If you are in accord with the foregoing and agree thereto, please so indicate in the space provided and
return one executed copy of this letter to the Company.
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