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This Form A Statement relates to a proposed acquisition of fifty-percent (50%) of Moda, Inc., the
holding company that currently owns one-hundred percent (100%) of the Domestic Insurer, Moda
Health Plan, Inc. (“MHP” or “Domestic Insurer”), an Oregon health care service contractor. The
main administrative office of the Domestic Insurer is located at 601 SW Second Avenue, Portland,
OR 97204. The Domestic Insurer’s NAIC number is 47098.

1e Domestic Insurer is a direct wholly owned subsidiary of Moda, Inc. (“Moda”), an Oregon for-

ofit business corporation, which in turn, is a wholly owned subsidiary of Oregon Dental Service
(“O 3”) dba Delta Dental Plan of Oregon, an Oregon health care service contractor, which in turn
is controlled, through its ability to appoint the board of directors of ODS, by the Oregon Dental
Associatic  (“ODA”), an Oregon non-profit corporation.

1€ current organizational structure of the Domestic Insurer’s insurance holding company system
appears below:

Oregon Dental Association (ODA)
A non-profit corporation
Appoints directors of ODS and Moda, Inc.

Oregon Dental Service (ODS)
Owns 100% of Moda, Inc.

Moda, Inc.
An Oregon corporation

Directorsappointed-by-OregonDental-Association

I
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Moda Health Plan, Inc.
An Oregon health care service contractor

Other MHP Subsidiairies

l

Other Moda Subsidiaries

In connection with this transaction, two (2) new entities are being formed. The first, Moda
Holdings Group, LLC (“Moda Holdings”), a Delaware limited liability company, will become a
new intermediate holding company wholly-owned by ODS. The second, Moda Partners, Inc.
(“Moda Partners”), a Delaware corporation, is the same legal entity as Moda, Inc., as
redomesticated as a Delaware entity and renamed as of the closing of the transaction. In connection
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with the formation of these new entities, ODS shall assign all of its shares in Moda, Inc. (to be
renamed Moda Partners) to Moda Holdings. Therefore, following the transaction, the new
organizational structure of the Domestic Insurer’s insurance holding company system will appears
as follows:

Oregon Dental Association (ODA)
A non-profit corporation
Appoints directors of ODS and Moda Holdings

Oregon Dental Service (ODS)
To Own 100% of Newco
Moda Holdings

1
Moda Holdings Delta Dental of California (DDC)
A Delaware Limited Liability Company A California Specialized Health Care Plan
To hold 50% interest in Moda Partners, Inc. To acquire 50% interestin
Directors appointed by Oregon Dental Association Moda Partners, Inc.

[ ]

Moda Partners, Inc. (formerly Moda, Inc.)
A Delaware Corporation
Directors to be the Moda Partners, Inc. CEQ, and
4 designees, (2) from each of
Moda Holdings and DDC

O : 1

Moda Health Plan, Inc.
An Oregon health care service contractor

Other MHP Subsidiairies

Other Moda Subsidiaries

Stock Purchase Agreement

On August 31, 2018, the applicant, Delta Dental of California (“DDC”), Moda, ODS, and Moda
Holdings entered into a Class B Common Stock Purchase Agreement (the “Stock Purchase
Agreement”), a copy of which is attached as an Exhibit hereto and incorporated by reference.

The Stock Purchase Agreement provides, subject to the terms ar  conditions set forth therein, that,
on or before the closing date, Moda, Inc. shall convert from an Oregon corporation to a Delaware
Corporation (becoming “Moda Partners, Inc.”) and shall adopt the Certification of Incorporation
attached as an Exhibit to the Stock Purchase Agreement. Moda Partners shall be authorized to
issue 40,000 shares of capital stock in one class to be designated “Common Stock” with a par value
of $0.0001 per share. The Common Stock shall be divided into two (2) series designated
respectively “Class A Common Stock” and “Class B Common Stock.” The total number of
Common Stock shares that Moda Partners is authorized to issue is 20,000 of each of Class A and
Class B. The purchase price for each of Class A Common Stock and Class B Common Stock is
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$15,392.50 per share. Immediately prior to closing, as a result of (i) the assignment of shares of
Moda, Inc. to Moda Holdings, and (ii) the redomestication of Moda, Inc. to, and renaming of
Moda, Inc. as, Moda Holdings pursuant to the Certificate of Incorporation, Moda Holdings shall
hold 10,000 shares of Class A Common Stock of Moda Partners, and through the Stock Purchase
Agreement, DDC shall acquire 10,000 shares of Class B Common Stock of Moda Partners. As a
result of its purchase of the Class B Common Stock, DDC shall hold fifty percent (50%) of the
issued and outstanding voting shares of Moda Partners. The other fifty percent (50%) of Moda
Partners shall be held by Moda Holdings. Except in its capacity as the sole shareholders of Moda,
Inc., ODS, and its dental insurance business, is not a part of the transaction.

This Form A Statement articulates the acquisition of a fifty percent (50%) interest in the Domestic
Insurer’s immediate controlling parent, Moda Partners, of note however, is that DDC is not seeking
to initially directly or indirectly acquire control of MHP as its ultimate controlling person. Upon
closing of this proposed transaction, MHP’s upstream holding company system (from Moda
Partners through Moda Holdings to ODS and ODA) will continue to be the controlling persons of
the Domestic Insurer. This control will be maintained by Moda Holdings’ majority control of the
board of directors of Moda Partners and its continuing capacity to maintain the existing board of
directors of MHP in the normal course.

Board Structure and Control

ODS currently owns 100% of the issued and outstanding shares of Moda. The board of directors
of Moda is currently comprised of seventeen (17) directors appointed by the Oregon Dental
Association. Both Moda and DDC desire that the new immediate holding company, Moda
Partners, achieve a smaller, five (5) person board of directors reflective of the strategic partnership
contemplated between Moda Partners and DDC. Therefore, ODS will form the new wholly-owned
s1 sidiary holding company, Moda Holdings, assign its existing shares in Moda, Inc. to Moda
Holdings, and reconstitute the current seventeen (17) director board from Moda, Inc. to Moda
Holdings. Thus, ODA will elect directors to the new entity (Moda Holdings) that directly holds
shares in Moda Partners.
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directors shall be appointed by Moda Partners’ shareholder (Moda Holdings) and two (2) directors
shall be appointed by DDC. The additional fifth (5%) director seat shall be held by the current
CE >fODS, Moda, Inc. and MHP, Robert G. Gootee. Upon the earlier to occur of (i) Mr. Gootee's
voluntary or involuntary termination as CEO for any reason, or (ii) the five (5) year anniversary
of the Closing Date (the "Transition Date"), DDC, as the holders of a majority in interest of the
Class B Common Stock shall thereafter have the right to designate the holder of the additional 5%
board seat.

As described above, the acquisition of control of the Domestic Insurer by DDC will not occur until
the earlier to occur of (i) or (ii) above. This extension of the existing control of the Domestic
Insurer for up to five (5) years is consistent with the spirit of the partnership between Moda and
DDC, which has its roots beginning with the timely extension by DDC of $90M in loans to Moda
during its challenging financial period caused by the unpaid Affordable Care Act Risk Corridor
Receivables.



Other Agreements

Moda Partners and DDC have also entered into other agreements commensurate with this type of
transaction. Those agreements include an Indemnification Agreement, a Stockholders Rights
Agreement, a Right of First Refusal and Co-Sale Agreement and a Voting Agreement (all attached
as Exhibits to the Stock Purchase Agreement and hereafter referred to collectively as the “Stock
Purchase Agreement”). The Stockholders Agreement include terms relating to information rights,
right of first offer regarding the issuance of any new securities, and a limited right of redemption.
The Right of First Refusal and Co-Sale Agreement provide for mechanisms in the event either
DDC or Moda Partners wishes to divest shares in the future following the fourth (4™) anniversary
of the closing date. The new Certificate of Incorporation includes, among other things, voting
rights relating to the election of directors, indemnification provisions, and standard protective
provisions regarding governance and decision-making regarding the strategic relationship between
Moda Holdings and DDC. The Voting Agreement provides that the first $130 million in
Affordable Care Act Risk Corridor Receivables received by the Domestic Insurer shall be retained
by the Domestic Insurer, and allows for any additional balance of the Risk Corridor Receivables
received to be transferred to Moda Holdings by distribution or such other means as allowed by
applicable laws and regulation, and subject to the prior approval by the Oregon Department of
Consumer and Business Services.

Purchase Price

1e consideration to be paid by DDC in exchange fo1 e Moda, Inc. Class B Common Stock will
be $153,925,000 payable by DDC by (i) converting the approximately $88M in outstanding notes
(inclusive of accrued interest), and (ii) delivering at closing the balance of the purchase price,
approximately $65M in cash, net of certain transaction costs.
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The Name and Address of the Applicant, a non-profit, 501(c)(4) tax-exempt organization, is:

Dé .
560 Mission Street, Suite 1300
San Francisco, CA 94105

DDC is a California Knox Keene Act licensed specialized health care service plan regulated by
the California Department of Managed Health Care. It has been licensed and doing business since
1955, and principally issues commercial group dental plan coverage, state and government dental
programs (such as Medicaid and Medicare Advantage), and individual dental policies, on a
managed care or fee-for-service basis. DDC serves as the ultimate controlling person of an
enterprise insurance holding company system with a total of twenty-five (25) companies.

DDC licenses its service mark from the Delta Dental Plans Association and the DDC enterprise
has the right to operate Delta Dental plans in sixteen (16) operating territories (AL, CA, D.C., DE,
FL, GA, LA, MS, MT, NV, NY, PA, PR, TX, UT, WV). It also operates a second brand, Dentegra



Insurance Company and Dentegra Insurance Company of New England, enabling it to offer its
dental plans using the Dentegra dental network in all fifty (50) states.

For the year ending December 31, 2017, DDC and its direct subsidiaries earned $177.5 million in
Net Income and $211 million in Comprehensive Income on Revenues of $7.84 billion, while
holding $1.28 billion in general reserves. For 2017, the DDC enterprise earned $226 million in
Net Income and $262 million in Comprehensive Income on Revenues of $9.2 billion, while
holding $1.49 billion in general reserves.

In 2017, AM. Best affirmed the financial strength rating and the issuer credit ratings for the
primary DDC enterprise companies: Delta Dental of California, Delta Dental Insurance Company,
Delta Dental of New York, Inc., and Delta Dental of Pennsylvania as “A” (Excellent). The outlook
for all ratings is “stable.” The DDC enterprise currently has over 36.5 million enrollees, processes
447 million claims annually, and employs over 3,600 team members principally operating in three
locations in California (San Francisco, Oakland, Rancho Cordova), as well as in Mechanicsburg,
PA and Alpharetta, GA.

Organizational charts showing the identities of and the interrelationships among the Applicant and
its affiliates both prior to and following the closing of the proposed transaction are attached hereto
as Exhibits and incorporated by reference. There are no court proceedings pending involving a
reorganization or liquidation with respect to the Applicant or any of its affiliates.
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The following individuals are Directors and Executive Officers of the Applicant:

irectors
Lynn L. Franzoi, Chair
Rov A. Gonella. 1% Vice Chair
e gy N L
R. Kent Farnsworth, DDS, Secretary
Terry A. O’Toole, Treasurer
Andrew J. Reid, Immediate Past Chair
Chelsea A. Grayson
Gregory D. Kaplan, DDS
Beverly A. Kodama, DDS
Steven F. McCann
Stephen R. Pickering, DDS
Heidi Yodowitz
Anthony S. Barth, President /CEO (Ex Officio)
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Pursuant to the requirements of Oregon Revised Statutes 732.517 to 732.592, Delta Dental of
California has caused this application to be duly signed on its behalf in the City of San Francisco

and State of California, on the 31% day of August, 2018.

Delta Dental of California

BY

<inson
Executive Vice President and Chiet Legal Officer

Attest:

4 ALANALWOL LYAe L UBL\IJ
Vice President, Legal and Regulatory
Delta Dental of California

E ATIC N
The undersigned deposes and says that he has duly executed the attached application dated August

31, 2018, for and on behalf of Delta Dental of California; that he is the Executive Vice President

and Chief Legal Officer of such company and that he is authorized to execute and file such
instriment Denonent fiirther cave that he ic familiar with the inctmimeant and tha cantente tharanf

GLIVE LLIAUL LIV LWL LIwid Wil OUL LULLLL dlvw LUV LU LIV ULVDL VL hlS/ Ilvi DIV YVIVUEV, LIIIVLIIIIGLLIVLL LM UWLLV L.

(Signature)

Michael . Hankinson
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Net Income and $262 million in Comprehensive Income on Revenues of $9.2 billion, while
holding $1.49 billion in general reserves.

In 2017, A.M. Best affirmed the financial strength rating and the issuer credit ratings for the
primary DDC enterprise companies: Delta Dental of California, Delta Dental Insurance Company,
Delta Dental of New York, Inc., and Delta Dental of Pennsylvania as “A” (Excellent). The outlook
for all ratings is “stable.” The DDC enterprise currently has over 36.5 million enrollees and
processes 44.7 million claims annually.
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Moda Health Plan, Inc. is an Oregon-domiciled health care service contractor writing
approximately $1.¢  in medical plan revenue in 2017 in Oregon and Alaska. Moda Health Plan
is also licensed to transact health insurance in Washington, Idaho, California and Texas, but is not
currently offering insurance products in any of these states. Moda Health Plan’s ultimate parent,
Oregon Dental Service (“ODS”) offers dental insurance in Oregon and Alaska; however, ODS is
not a part of the proposed transaction.
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DDC and its subsidiaries and affiliates do not offer, nor do they intend to offer major medical or
other health plans. One of DDC’s subsidiaries, Dentegra Insurance Company (“DIC”), writes a
limited amount of managed care and PO dental plans in the State of Oregon. The five (5) years
from 2013 through 2017 are shown below, with DIC having 5,233 dental members and $3.1M in
dental premiums written in Oregon in 2017.

Year Members Premiums Written | Market Share (%)
2017 5,233 $3,135,577 <.01%
2016 4,602 $2,958,025 <.01%
2015 4,260 $2,829,322 <.01%
2014 5,518 €2 Nna? gat ~ Nn1o/
2013 4,066 32,023,400 | <.Ul%

1. Market share in each case is less than 1/10 of 1% of aggregate accident and health market.

Moda Health Plan, Inc. does not offer, nor does it intend to offer dental plans. The five (5) years
from 2013 through 2017 are shown below, with Moda Health Plan having 71,285 insured medical
members and $552,774,141 in insured medical premiums written in Oregon in 2017.

Year Members Insured I.’remiums Market Share (%)
Written

2017 71,285 $552,774,141 <5%

2016 115,733 $747,906,731 8%

2015 151,313 $699,977,198 10%

2014 161,213 $615,544,032 11%

2013 72,809 $252,395,386 <5%




This transaction would not violate the competitive standards in any of the states the Domestic
Insurer is transacting business. he transaction will not substantially diminish competition in any
line of insurance, nor may it tend to create a monopoly. Neither DDC nor DIC have any plans that
endeavor to commence (i) writing medical plans in Oregon, or (ii) materially expanding the writing
of dental plans in ODS’ operating territory of Oregon or Alaska. Note that pursuant to operating
territories licensed by the Delta Dental Plans Association, DDC is not allowed to write Delta
Dental plans in Oregon, since that operating territory is licensed to ODS.

To the extent the Domestic Insurer expands its market share in the future in Oregon, it will be as
a result of its strengthened financial condition enabled by the transaction, and other competitive
factors, not because DDC or DIC have combined forces with Moda Health Plan in Oregon.

With respect to expansion in other states, DDC and Moda Health Plan shall work together to offer
bundled products, however, growing that business will only serve to increase, not diminish,

competition in those expansion territories.

; 2stof Page cft tentionally Bi i



M ¢ NA EAND 1 [IFICAT

Pursuant to the requirements of Oregon Revised Statutes 732.517 to 732.592, Delta Dental of
California has caused this Form E Statement to be duly signed on its behalf in the City of San
Francisco and State of California, on 1e 31% day of August 2018.

‘ornia

BY

inson
Executive Vice President and Chief Legal Officer

Attest:
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ANULEd V1. I'eglicy
Vice President, Legal and Regulatory
Delta Dental of California

E A |

ne undersigned deposes and says that he has duly executed the attached Form E Statement dated
August 31, 2018, for and on behalf of Delta Dental of California; that he is the Executive Vice
President and Chief Legal Officer of such companv and that he is authorized to execute and file





