Andrew Gazerro 111, D.M.D.

April 10, 2024

House Corporations Committee
Re: H7082 Support

Dear Chairman Solomon and Members of the Committee:

I have attached a document with highlighted information for your review. The information
contained is public data. In addition, I would like the following noted for the record:

1. There are only two major dental benefit providers in RI: DDRI and BCBSRI. The only
exception is AETNA owned by CVS who only provides benefits for CVS.

2. This law will apply to both companies and require BCBSRI to report their dental data
which is currently unavailable.

3. -DDRI has consistently exceeded the proposed MLR (2004 -2018) and was 90% in 2015
and 2016.

4. Because they exceeded their ability to grow in RI, DDRI formed a For-Profit company

(Altus Dental Insurance Company) to do business in Massachusetts.

. Over the past 24 years, DDRI formed multiple For-Profit companies and sold two.

One of the companies is a Venture Capital Firm which provides funding to Start-ups

DDRI has up to $147 Million Dollars in reserve funds which is enough to pay for more

than two years of claims.

DDRI pays rent to their subsidiary Altus Realty for 10 Charles Street which has no

mortgage. Another subsidiary, First Circle Realty, owns the fully rented 10 Orms Street.

9. Their latest For-Profit is a credit card transaction processing company for discounted
dental care. They used $21.5 Million of internal funding to establish this company and
purchase 10 Orms Street.

10. They are no longer a single dental benefit company but an Insurance Holding Company
System which the National Association of Insurance Commissioners cites problems.

11. RIGL 27-20.1-3 (b) “The rates (premiums) charged...to its subscribers shall be consistent
with the PROPER CONDUCT OF ITS BUSINESS and the interests of the public”

12. The Milliman report was based on data provided by the National Association of Dental
Plans.

13. Based on the Milliman report the potential 38% premium increase equates to $13.30 or
44 cents per day. (without the numbers, 38% could mean a lot or a little).

W

~ o

o

This bill will ensure that money paid for care is spent on care and not on corporate expenditures.

Respectfully submitted,

drew Gazerro III, D.M.D.
Chair ~ Council on Dental Benefit Programs - RIDA
www.RediscoveredSmiles.com rilaserdentistry@gmail.com

401-821-6766 (o) 1425 Main Street 401-821-6767 (f)
West Warwick, RI 02893
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April 9. 2015

Dear Doctor:

As vou certainly know. the faliout from the “Great Recession” that began in 2008. and has stubbornly
lingered to this day. has not spared the practice of dentisiry. Unemployment and underemployment in
Rhods lsiand remain among the highest lesels in the country. Stagnant wage growth and a greater
respassinilin for emplovees to share i1 the cost of their dental benefits have resulted in lower utilization
of Jemial sarvices by our members and your parents

Delta Dental has worked hard o keep dental insuranee arfordable so ther more Rhode Islanders can
access ine Jental services that s ou provide. In fact our administratis e expenses per member are actually
less than they were more than 20 sears ago. And keeping adminisirative costs low has ¢ enabled us 10
dedicate more than nineny cemts of evers premium dollar IQLiC"I care. This success is evident in that
Delta Demtal remains the clear dental markel eader. with member< 1p that is more than six and one-half

times our next largest competitor -

Last May. we m:tizn!f' a 81 miliion targeted ze in rLctpa g dentists. At the end of 2014.
we distributed $3 mitlion in Pav o [

the program’s mcea:ion Under
outcorhes 1 he than fee-tor-sarv:
2ffort. 96%¢ of participating &

e g Jeaists

Notwithstanding the significar: headwinds we faced. 20i4 was a ssful sear ¢ for our cOmpan; .

Consolidated enroliment reauwj =25.000 members at s ear-end :m‘ ihas :‘inct grown 1o 732.000 members
Consolidated ren 2nres tora og S2€0 =i Han, while net income totaled $Tmillion or 3% of revenues.

vineranle citizens We are pleased that our continued success has enabled us to sustain dur suppern of the
oral heath needs of the ux\ net” population through the Deha Denal of Rhode Island Furd. Through
2014, we have made grants totaling more than $1.3 millien - anc we will soon announce several ma‘or
new initiatives that wi!l previde more than 81 million in addi:iena! SUPPOIT.

At Devz Dental our mission is 1o improve the orai health of afl Rhode Isianders - especiaily our most

We aiso strive o share our continued success with dou. aur nart‘cipﬂ"ng dentists. We are pleased to
announce that our Board of Directors ap roved a recommendation at its March meeting 10 disiribute a
one-time 33 million specm’ bm:m : ¢ denrists in 2 manner consistent with the methodology
emploved in our P Perenmiine ! e horus is in addition 1o the Pav for

I ,””t"t'

We M{pieased vhat De'ta Dental’s performance in recert years has made this action nossible Delta

Denta! appreciaies s our cantribution toward impros ing the oral neaizh of Rhode [sland's residents. as we'l

as the ¢carg you provide o our members

Singer

Osi‘} A. Naglz

<

President and CFEO

Nore: The bonus is v secd and paid 1o Your practice s Tax ID Number '}’/"-l I v our pragtice includes ather
dentists. the paymeni represe s the patients eated b il of the participating dentists in the practice under Your
TIN - it is not available R mdiveduai dentist. 19y ou hove multipie offices usiig one TIN. the bonus check will be sent

1o your main office focating:
. =

T T - .
e ] :
Yo e S B E S L8 %
2 Rrrna k % B R - OB
- » - » LT %
- - & - = ey L = 3 "




&= Stertup Speak Out: Joe Nagle

-Ita Dental of RI President and CEO Joe Nagle may technically work in insurance, but he has
/2en an innovator and a leader in the innovation economy in Rhode Island for years, not only
at Dental Dental, but as an overarching driver of entrepreneurship in the Ocean State.

Starting in 1985, Nagle became CFO at Ocean State Physicians Health Pian, which is now
United HealthCare of New England. In its early days, he helped transform the startup HMO into
a company with $140 million in annual revenues.

Nagle has previously served as vice president of Strategic Planning for Blue Cross Blue Shield
of Rhode Island and in 1990, co-founded a healthcare consulting company called The Capstone
Group. Then, in 1992, Nagle joined Delta Dental of Rhode Island and for the last 25 years has
been solving a problem that only comes with success: How to keep growing in a market when
you are already dominating that space.

Additionally, Nagle played a key role in getting MassChallenge to expand to Rhode Island this
year, ’

Rhode Island Inno caught up with Nagle to discuss his career as an innovator and what’s
happening in the state’s startup and innovation economy.

Rhode Island Inno: How did you get involved in the entrepreneurship ecosystem in
R.I.? Insurance can often be seen as a stale business. But you have clearly found
ways to be innovative at Delta Dental. How do you find the inspiration to innovate in
a business not known as super entrepreneurial?

Nagle: My appetite for entrepreneurship was fueled in part by my personality and alse due to
Delta Dental’s strategic challenges. In some ways, Delta Dental has become a ‘victim’ of its
success. With more than 600,000 Delta Dental members and a more than 20-year unbroken
record of profitability, it has become increasingly difficult to grow our membership. As a
member of the Delta Dental Plans Association, we are precluded from marketing to companies
not headquartered in Rhode Island. With such geographic constraints, and the fact that Delta
Dental of Rhode Island is already nearly eight times the size of our next largest competitor,
continued significant growth prospects are severely limited.

To feed our need for continued growth, we started Aitus Dental Insurance Company in
Massachusetts, adding more dental memberships beyond our Delta Dental line of business to
e o e SR

leverage our technology investments and operational strengths, We recruited a robust network

of dentists in Massachusetts and created the new Altus Dental brand. Spreading more
% é “

bttmerihenanes smarinaninns samirhadainlandlidade inlamd abasoniobarkie saaal s ins_nacdal
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Startup Speak Out: Joe Nagle

membership over relatively fixed costs also enabled us to keep
operating expenses low for our Delta Dental members. In fact, -~ ™
today, our operating expenses per member are actually lower

than they were 25 years ago when I joined Delta Dental. Altus

Dental has been an unqualified success, the most successful

PPO in Massachusetts, and today insures approximately

170,000 people, all jobs located right here in Rhode Island.

We have started other successful companies as well. We have
formed a health care consulting firm known as Park Row

Associates, which assisted our clients in managing health
C——

insurance. Later, we formed Altus Benefit Administrators, which

provided third-party administrative services such as COBRA and

flexible spending account administration for Rhode Island

strategically retevant, and that neuther enterpnse would ultimately be scalable to the extent we
deemed necessary.

But yet every company must grow or eventually wither, so three years ago we we formed Altus
Ventures, a boutique venture capital firm, and I recruited Blaine Carroll to run the operatior
Altus Venture's vision is very complex. Our research and analysis was magnified to identify
attractive investments in the start-up community that we could realistically infuse our

s » V
managerial expertise in addition to our funding.

——

Rhode Island Inno: What role did you play in expanding MassChallenge to R.I.? How
big is this for the R.I. start-up scene? Do you expect to see R.I. and Providence
become a destination for innovation and entrepreneurship in future years?

Nagle: We have been a big fan of MassChallenge for several years and began our support in
Massachusetts. The sheer number and quality of opportunities is quite impressive. But as a
Rhode Island company, we were eager to see a more robust presence and support for the
startup community nearby. The quality of our academic institutions and the presence of so
many successful companies could easily support more activity. So we were excited about the
opportunity, along with our friends at FM Global, to Wj}éjeeded to spur
MassChallenge to create a satellite location in Providence.

MassChallenge is actively scouting opportunities that might make sense for Delta Dental to
pursue, so it is a great partnership. And Delta Dental, like so many Rhode Island employers,



> Stariup Speak Out: Joe Nagle

A ‘serve as a cﬁticq source of funding fo)startups here. It's a different model than the one
znat relies predommantly on ' venture funds, but is has distinct advantages as well. So, yes,
Rhode Island and Prowdence can certainly become a destination for innovation. All it will take
is a more active role by many of the companies that are already here. If Delta Dental can
serve as an example of howi this can work, we are happy to do so.



10/8/2019 Delta Dental of Rl head 1o retire this summer - News - providencejournal.com - Providence, Rl

Delta Dental of Rl head to retire this} summer

By Journal Staff
Posted Mar 4, 2019 at 3:11 PM

PROVIDENCE — After 27 vears leading Delta Dental of Rhode Island, president and CEO
Joseph A. Nagle announced that he will retire July 1.

“I am privileged to have been at the helm of Rhode Island’s leading dental benefits provider
during a time of unprecedented growth, financial success and strategic diversification,”
Nagle said in a press release. “The future for Delta Dental of Rhode Island has never been
brighter. There are exciting new and disruptive initiatives under way that will continue to
transform the company as a leader in the dental benefits industry for many years to come. I
have been extraordinarily fortunate to work with a talented, collaborative and dedicated

' team of professionals that have consistently demonstrated that they are the best in the
business.” -

Nagle added that during his tenure, membership tripled and Delta saw financial reserves
increase to $137 million alongside annual revenues that surpassed $270 million.

Posted Friday, September 27, 2019 6:00 am

By Christy Nadalin

There’s Rhode Island pride evident at every turn as you pass through the halls of Delta Dental. Led by Bristol
native and new CEO Joe Perroni, highlights of the tour included several works of art by local restauranteur/artist
Anthony Tomaselli, whose paintings show scenes from the majestic Ocean House in Watch Hill to a
(surprisingly serene) depiction of traffic along the new 195 |-way bridge. With a quiet and tastefully-decorated
reception area, a plush 15-seat boardroom, and a lunchroom that enjoys a bird’s-eye view of the Amtrak lines,
Delta Dental Jooks to be a nice place to work.

e
If Mr. Perroni's 25-year tenure is any indication, it really is. “I've been here so long, | was one of the 30 original #.oﬂ'ijﬁ(
employees when we separated from Blue Cross,” he said. That was back in the early 1990s, when their offices 1(‘.5
were located across from the old train station. The building they are in now, on Charies Street, was purchased 7 %
about 20 years ago. More recently they purchased the building that was the former home of Channel 6, creating Po"(

a campus for the some 140 people currently employed across all divisions. There are plans to rework the ‘(hak\"’
landscape and parking areas to unify the properties, and plenty of room for new construction, but that's in the M
future. Chpomt| & BoiLpinog 5 |

“Now’s not the time for us to build,” said Mr. Perroni. ol (U Rented [ecc Of““ = Kent g

He’_s referring, of course, to bricks and mortar, as now is, and always has been, the time for Delta Dental to build
their brand in Rhode Island. That build has been an ongoing process, since practically the moment Mr., Perroni
first walked through Delta Dental's doors,

Rgised in Bristol, Mr. Perroni attended sih Clilioriene Sulis and then Bishop Hendricken, graduating in the
mid-1880s. "I think | might have been the first Bristolian to make that trek,” he said,

ff
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J Bristol native sinks his teeth into new role | EastBayRl.com - News, QOpinion, Things to Do in the East Bay

m there, he went on to West Virginia University. "l was a swimmer,” he said. “And | thought | wanted to be a
antist, but | changed my mind and decided | wanted to move on and out of school as soon as possible. | had
already taken some business classes and some kinesiology classes, so | got my degree in Sports Management.
He left school with his soon-to-be wife, the former Julie Jordan, a fellow UWV student from McLean, Virginia.

The couple married a year later and spent several years in Washington, DC, until they decided they wanted a
family.

A return to Bristol

“We had to decide if we were going to live in Bristol or Northern Virginia. | was smart, | brought her up here for
the Fourth of July,” said Mr, Peronni, Back in Rhode island, he began working for Lechmere, while Julie
launched her career with Navy Federal. When, after a couple of years, he was ready to move on from
Lechmere, Mr. Perroni entertained offers from Old Stone Bank and Delta.

“You would think my father, a retired orthodonist, would have steered my away from Delta Dental,” he said. “But
in his dealings with them, they had always responded quickly, and professionally. He recommended Delta. | had
planned to work here for two years, and here | am, 25 years later. That says a lot about this company.”

Mr. Perroni gives the lion's share of credit for the success and culture of Delta Dental to his predecessor, former
CEO Joe Nagle, who retired July 1. “He was a great mentor to me,” said Mr. Perroni. “I would not have stayed
here if | didn't love working for Joe Nagle.”

Mr. Perroni began as a group sales representative, worked in sales and retention, then worked his way up to
large group sales and relations. This was all when Delta Dental was the company's only product line. Then
in 2001, the company launched Altus Dental, as a way to expand their reach into the much larger
Massachusetts market. Mr. Perroni was in charge of launching Altus from the ground, beginning with zero
dentists and'clients. He got it up and running, and ran it from 2003 to 2012.

“Then Joe Nagle asked me to handle Altus as well as sales and retention for the Delta side,” said Mr. Perroni. “I
said yes, which was a good decision. So I'm pretty well rounded with the company.” When Mr. Nagle decided to
retire, Mr. Perroni was one of several candidates, both internal and external, that the company considered. And
the rest is history.

“And at the end of the day, here | am.” N l 47 m \\\ PN W R&S,eﬂ vel
Looking ahead '

Looking forward, Mr. Perroni plans to build on Mr, Nagle's success, continuing the health and growth of an
insurance company with roughly $147 million in reserves and about $270 million in annual revenues. “The
health of Delta Dental is a great compliment to Joe Nagle and current CFO Rick Fritz, how they managed it,”
said Mr. Perroni. “It has enabled us to expand and diversify.”

And expand and diversify they have, most recently with their 2018 launch of Chewsi,)fn innovative new product
that will help Delta with their mission to get affordable, accessible dental care to Rhode Islanders.

“We thought of this about five or six years ago. It's a dental app, meant for people who don't have access to
insurance or are not completely covered,” said Mr. Perroni. “It connects consumers with dentists that participate,
and Delta Dental manages the transaction between the two."

The product provides about 20 to 25 percent savings for dental services. it's not insﬁam@, so it is not subject to
the same regulation. “Some people get to the point, with the sticker shock of dental care and insurance, that
they just pull the tooth,” said Mr. Perroni. “That's not conservative dentistry.”

Chewsi now has 20,000 users, including half of employees at Delta Dental ... including Mr. Perroni. “It really is
worth it,” he said.

For Joe Perroni, who with Julie raised two children through Mt. Hope High School and Fordam University, and

another who is currently a freshman at LaSalle, philanthropy is at the heart of the mission of Delta Dental and its
subsidiaries.

Chewsi is going to be the premier sponsor this year for Mission of Mercy, a massive volunteer effort by dentai
professionals statewide to get dental care to people who can't afford it,

- The App PHrcesSes X CANWeT Be n

The candt (e, PA macts AND MEMBER o LESS
Chews ( ge‘cs WMeney YOURAVE A Majol
Fam each TRANEACT iow CReDIT AR D

hitps://www_eastbayri, com/stories/brisiol-native-sinks-his-teeth-into-new-role 71387
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The National Association of Insurance Commissioners (“NAIC”) has noted the
potential inequities associated with the holding company organizational structure.
“When health entities are organized into a holding company structure, capital,
assets, and profits can be moved between the entities. Ownership of one health
entity by another can result in a ‘stacking’ of capital, with the capital of the parent
health entity dependent on the capital of the subsidiary health entity ..... Operations
can be centralized in one entity and the other affiliates pay a fee for the services
provided through management and service agreements. Commonly centralized
services include data processing, actuarial, investment management, accounting,
and payroll. The service agreements may be merely a vehicle to move funds from
one dffiliate to another, if the services are not supported by a cost/benefit analysis
and/or service charges are not based upon a reasonable cost allocation
methodology. Profitability can also be moved from one affiliate to another by
moving policvholders from one entitv to another. Profitable products and their
policyholders can be moved to the controlling entity leaving the subsidiary in a
weakey financial position.”’ National Association of Insurance Commissioners,
Financial Analysis Handbook Health Edition at 354 (2012 Annual, 2013

R b D ALEL XX 1

The following presentation of the holding company system as of December 31, 2017 reflects

the identitics and interrelationships berween the Company and its affiliates:

Inter-Company Agreements

The following re;ﬁ;resems a summary of the intercompany agreements in-force between the
Company and its affiliates as of December 31, 2017

Funding Agreement — Altus Realty Company, Inc.
Fundino Aeveement — The Altus Group. Inc.




/Y TITLE 27

=& Insurance
CHAPTER 27-20.1
Nonprofit Dental Service Corporations
) SECTION 27-20.1-3
A § 27-20.1-3. Contracts.

(a) Each nonprofit dental service corporation may contract with its subscribers for a

dentaf service as may be provided .
i nisiention. y bep under any nonprofit dental service plan adopted by

(g) ]"{'he rates charged by the nonprofit dental service corporation to its subscribers
Is) u?) llbe cgn.;‘;ls]tlent with the proper conduct of its business and the interests of the
g
and shall at all times be subject to the ‘approval of the director of business

T ——

e

Effective July 23, 2004, the Company entered into three separate Funding Agreements with
Altus Realty Company, Inc., The Altus Group, Inc. and Altus Dental, Inc., (collectively, “the
subsidiaries”), all direct or indirect wholly owned subsidiaries of the Company. Under the
terms of the Funding Agreements, the Company shall advance funds to the subsidiaries to
assist in the funding of their operations. With respect to funds advanced, interest shall accrue
in favor of the Company at a rate of interest reasonably deemed by the Company to be a
commercially reasonable rate corresponding to what an unrelated entity would be charged.
Funds ddvanced Shall be repaid by the subsidiaries to the Company, together with accrued
interest, at sua,h time as the subsidiaries are reasonably capable of making such repayment.
From time to time, the Company shall collect excess cash held by the subsidiaries for purposes

~ e maanst e amvractsmant nortfnlin in order to maXimlze



NOTE 10 - - INFORMATION CONCERNING PARENT, SUBSIDIARIES AND AFFILIATES

A In December of 2018, a new entity within the Altus Group, First Circle Realty, Inc. was
formed to purchase the land and building at 10 Orms Street in Providence. The purchase was
capitalized with $6,500,000 and recorded as an intercompany transfer from the ultimate parent
Company, Delta Dental of Rhode Island. Previously, in the fourth quarter of 2016, a new entity
within the Altus Group, First Circle, Inc. was also established and was capitalized with
$10,000,000 in the first quarter of 2017. This amount was recorded as an intercompany transfer
from the ultimate parent Company, Delta Dental of Rhode Island. First Circle, Inc., a for-profit
subsidiary, is in the development stage. The Company is a services company that connects
consumers with dentists for services not payable by insurance, and assists dental offices in
promoting and increasing the efficiency of their offerings of such services through its proprictary
Chewsi technological, transactional, payment processing and marketing services platform.

FLoLDINEG For Lot 2

A. In December of 2018, a new entity within the Altus Group, First Circle Realty, Inc. was
formed to purchase the land and building at 10 Orms Street in Providence. The purchase was

capitalized with $6,500,000 and recorded as an intercompany transfer from the ultimate parent 3 lO M L \\ %4

Company, Delta Dental of Rhode Island.
Previously, in the fourth quarter of 2016, a new entity within the Altus Group, First
Circle, Int. was also established and was capitalized with $10,000,000 in the first quarter of
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2017. In March of 2019, additional capital in the amount of $5,000,000 was transferred to this 5

new company. These amounts were recorded as intercompany transfers, as these capitalizations
were from the ultimate parent Company, Delta Dental of Rhode Island. First Circle, Inc., a
- for-profit subsidiary, remains in the development stage. The Company is a services company
that connects consumers with dentists for services not payable by insurance, and assists dental
offices in promoting and increasing the efficiency of their offerings of such services through its
proprietary Chewsi technological, transactional, payment processing and marketing services

platform. o
Ooe—

[EYON Al'pﬁ b Oras ST g(.‘SID@, 600 2018

Fuiask Caele 16 oo6 o é
O 2.5 (
o p«ob'u)f ] 129
S, 49:50j s> 2 6%

ARST CIRLLE s

L] %i

”C\m@wSl




