














ANNUAL STATEMENT FOR THE YEAR 2012 OF THE MAINE DENTAL SERVICE CORPORATION DBA DELTA DENTAL PLAN OF ME

CASH FLOW

I 1 z
Current Year Prior Year
I Cash from Operations
’ 1. Premiums collected Nt Of TRINSUIANCE ... .. .. ... . .t ettt e et e e et [ 53,235,385 |....... 52,423,685
2. Ot IIVBSIMENE NCOME .. e e e 538,365 |.......... 593,055
I 3. MISCRHANEOUS MCOME ... o ettt e e e i (101)
! 4. Total (Line 1through Line 3) ... .o e 53,773,750 |....... 53,U'Ib.l'53?
5. Benefit and loss related paymENtS ... . .o i 41,818,408 |....... 42,421,399
l 6. Net transfers to Separate Accounts, Segregated Accounts and Protected Cell Accounts ..o e
7. Commissions, expenses paid and aggregate write-ins for deductions ........... ... ..o e 10,513,927 1........ 9,712,486
8. Dividends paid to POlIChOIIBIS .. ... .. ..o e e |
' 9. Federat and foreign income taxes pald (recovered) netof$............... tax on capital gains (I08S8S) .......oieriiii
I 10, Total (Line Shrough Line 8) ... e e e e 52,332,335 ....... 52,133,885
| ' 11, Net cash from operations (Line 4 minus LINe 0) ... ..ot i e | 140415 ... 882,754
’ Cash from Investments
12, Proceeds from investments sold, matured o repaid:
' B2 BONAS .. e e e e 7,250,846 1........ 1,739,211
LA (U STTSUTINY IOOPPSUR RPN PEITPUIOPU
12,3 MOMGAGE 08NS ... . e e e
m 124 RealBStale ... .. o
12.5  Oherinvested @8BS ........ oot e e e 19,535
12.6 Net gains or {losses) on cash, cash equivalents and short-term investments ... [
I 127 MISCEHANEOUS PrOCBEAS ... .. . i irent et ettt ettt e e et et vt e e e e e ettt e e et e e e e et eee e e e e |
u 12.8 Total investment proceeds (Line 12.1through Ling 12.7) ... ... o i e _ 1,200,846 |........ 1,798,746
' 13.  Cost of investments acquired (long-term only): |
B3 BONAS .. . 9,711,881 |........ 2,233,762
A PO TPEUUUPITRUOY FOPUUTPUTITURDPITY SOPPPPRRRR 489,533
I 133 MOMgA0R I0BNS ... e L e
134 Realeslale .o e [
13.5 Otherinvested aSSelS ... ... i e L
. 13.6 Miscellaneous applications ........... ..o it e [
’ 13.7 Total Investments acquired {Line 13.1through Line 13.6) ... ..o i i e e e 9,711,861 [........ 2,123,y '
m 14, Netincrease (decrease) in contract loans and premiumnoIES ... ....coveiin it e e
' 15.  Net cash from investments (Line 12.8 minus Line 13.7minus Line 14) .. ... .o o e (2,461,015} {......... (964,549)
u Cash from Financing and Miscellaneous Sources
16. Cash provided (applied):
u 16.1 Surplus notes, CaPItAE NOKES ... ... .\
16.2 Capital and paid in surplus, less treasury stock
18,3 BOMOWEH FUNGS ... ..ottt ettt
16.4  Net deposits on deposit-type contracts and other insurance liabilities ......... .. ...
16.5 Dividends to SEOCKROIEIS .. ... .. .ottt e e e e
16.6  Other cash provided (BPPHEA) ... ... ..ot e [ 15,104 1. 3,603
17.  Net cash from financing and misceflaneous sources (Line 16.1 through Line 16.4 minus Line 16.5 plus Line 16.68) ... 15,104 §............ 3,603
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
. 18. Net change in cash, cash equivalents and short-term investments (Line 14 plus Line 15 plusLine 17) ... e (1,004,496} }.......... (78,192)
'V 19. Cash, cash equivalents and short-term investments:
! 190 Beginning Of YBar .. e 6,129,530 |........ 6,207,722
19.2 End of year (Line B plus Line 10.4) oo i e [ 5125034 [........ 6,129,530
a Note: Supplementat disclosures of cash flow information for non-cash transactions:
200000 e e e e
- | 0002 -
- 20,0003 ... e e e e e e e
20,0004 e
~ 20,0008 ..
a O
20,0007 e e e e
- 200008 ...t e e e e
ﬂ 20,0000
20,0000







UNDERWRITING AND INVESTMENT EXHIBIT

Part 1 - Premiums

ANNUAL STATEMENT FOR THE YEAR 2012 OF THE MAINE DENIAL SERVIUE CURFURKAIUN UBA UEL 1A DEN|AL FLAN U VIS

1 2 3 4
Net Premium Income
(Column 1 plus Column 2
Line of Business Direct Business Reinsurance Assumed Reinsurance Ceded minus Column 3)

1. Comprehensive (hospital and medical) .............oco oo e e
2. Medicare Supplement ... ...
. Denfalonly ... e 52,184,198 |. ...l 105,984 |..oovi e 52,210,162
4.Visiononly ..o e e [
5. Federal Employees Health Benefits Plan ... ... | i L
6. Title XVHI-Medicare ... .....oooviiiii b e
7. Title XIX - Medicaid ..........oooovviii e [
8.0erhealth ...
9. Health subtotal (Line 1 throughLine 8) ................]......os. 52,164,198 |.................. 105,964 .. oo 52,270,162
0Ll o e b
. Propertyleasualty ...
12. Totals (Line 9toLine 11) ... 52,164,198 |............. 105,964 | b 52,270,162
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE MAINE DENTAL SERVICE CORPORATION DBA DELTA ADENTAL PLAN OF ME

EXHIBIT 2 - ACCIDENT Al ) HEA Tt PREM JMS DUE AND UNPAID

1 ' 2 | 3 i 4 5 6 7
Name of Debtor 1-30 Days 5 31- 60 Days ‘ 61-90 Days Over 90 Days Nonadmitted Admitted

Group subscribers

STATEOF MAINE . e e e B0, 000 . e e e e e 580,000
UNION WORKERS BENEF TS TRUST .. ..o ittt e e e 182,489 ...l 183,188 e e 8,779 I 325,657
0299997 - Sublotal - Group SUBSCIDETS . .. .. ..o e e e e T42,489 ... 183,188 o 8,779 8719 905,657
0299998 - Premiums due and unpaid nof individually SIBO . . ... .. ..o e 663,183 ...l A 10,623 ..o 10623 697,614
0298999 - TOTAL = GTOUD ..ottt oot et e e e e e e e e e e 1,405,662 ...l 197,618 s 9,402 .. 9402 1,603,271
0599998 - Accident and health premiums due and unpaid (Page2, Line 15) ... ... i i e 1,405,652 ... 197,610 e 19,402 . 19,402 o 1,603,271
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NNUAL STATEMENT FOR THE YEAR 2012 OF THE MAINE DENTAL SERVICE CORPURA IUN UBA DELIA DENIAL PLAN Ut ME

NOTES TO FINANCIAL STATEMENTS

B B B 3 &I B a

Maine Dental Service Corporation
Notes To Financial Statements
December 31, 2012

1. Summary of Significant Aécounting Policies

a. Accounting Practices

The financial statements of Maine Dental Service Corporation (the company) are
presented based on accounting practices prescribed or permitted by the Maine
Bureau of Insurance.

The Maine Bureau of Insurance recognizes only statutory accounting practices
prescribed or permitted by the state of Maine for determining and reporting the
financial condition and results of operations of an insurance company, for
determining its solvency under the Maine Insurance Law. The National
Association of Insurance Commissioners’ (NAIC) Accounting Practices and
Procedures manual, (NAIC SAP) has been adopted as a component of
prescribed or permitted practices by the state of Maine. The company is
unaware of any differences between NAICSAP and prescribed practices of the
state.

. Use of Estimates in the Preparation of the Financial Statements

The preparation of financial statements in conformity with Statutory Accounting
principles requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities. It also requires disclosure of
contingent assets and liabilities at the date of financia! statements and the
reported amounts of revenue and expenses during the period. Actual results
could ffer from those estimates.

. Accounting Policy

Dental premiums are billed on a monthly basis. The company records income
on the premium billed in the month covered by the bill. Expenses incurred in
connection with acquiring new insurance business, including acquisition costs,
are charged to operations as incurred.

In addition, the company uses the following accounting policies:

¢ Short-term investments are stated at amortized cost.

¢ Bonds not backed by other loans are stated at amortized cost using the
straight-line method. In the company’s opinion, any differences between
the straight-line method and the effective interest rate method are
immaterial. Investments in fixed income mutual funds are valued at
market.

¢ Common stocks are valued at market except that investments in common
stock of affiliates in which the company has an interest of 20% or more
are carried on the equity basis.
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NOTES TO FINANCIAL STATEMENTS

The company does not own any preferred stock.

The company does not have any direct mortgage loans on real estate.

The company does not invest in loan-backed securities.

The company values its one third ownership of Red Tree Holdings, Inc.

(RTH) at GAAP equity, which the company values at $1,378,313.

+ The company did not have any investments in joint ventures,
partnerships or limited liability companies during the year.

¢ The company does not invest in derivatives.

¢ The premium deficiency calculation in accordance with SSAP #54,
Individual and Group Accident and Health Contracts is not applicable to
the Company.

¢ Unpaid losses and loss adjustment expenses include an amount
determined from individual case estimates and loss reports and an
amount, based on past experience, for losses incurred but not reported.
Such liabilities are necessarily based on assumptions and estimates and
while management believes the amount is adequate, the ultimate liability
may be in excess of or less than the amount provided. The methods for
making such estimates and for establishing the resuiting liability is
continually reviewed and any adjustments are reflected in the period
determined.

¢ The company has not modified its capitalization policy from the prior
period. :

* & & o

2. Accounting Changes and Corrections of Errors — N/A none

3. Business Combinations and Goodwill - A,B, C, D none

4. Discontinued Operations — N/A none

5. Investments

Paoop

Mortgage Loans — N/A none

Debt Restructuring — N/A none
Reverse Mortgages — N/A none
Loan/Backed Securities — N/A none
Repurchase Agreements

The company may invest excess cash each day in a repurchase agreement
issued by its primary bank. These repurchase agreements are 100%
collateralized by the fair market value of US government or agency securities
owned by the banks. ‘

The company does not invest in real estate.
The company does not invest in low-income housing tax credits (LIHTC)
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10.

NOTES TO FINANCIAL STATEMENTS

Joint Ventures, Partnerships and Limited Liability Companies —~ NA - None
Investment Income
a. Due and accrued income was excluded from surplus on the following bases:

All investment income due and accrued with amounts that are over 90 days past
due.

b. The total amount excluded was $0.

Derivative Instruments

The company did not invest in derivative instruments during 2012 or 2011.
Income Taxes

The company is a non-profit, tax-exempt organization under the provisions of
Section 501(c)(4) of the Internal Revenue Code.

Related Party Transactions
a, b, c, d, fand j (see note 6), Related Party Transactions

Delta Dental Plan of New Hampshire (DDPNH) provides premiums and claims

rocessing, marketing, and other administrative services to the claims processing,
marketing, and other administrative services to the company for an administration
fee ($6,940,622 in 2012) based on a predetermined formula. The administration fee
is calculated and paid on a monthly basis. The company had a receivable from
DDPNH of $21,412 at December 31, 2012 under terms of this agreement. This
liability was included in amounts due to parent, subsidiaries and affiliates on page 3.
In addition, the Corporation reimburses DDPNH for certain payroll costs, including
employee benefits, relating to DDPNH employees working on behalf of the
Corporation in Maine. DDPNH has a similar administrative arrangement with Delta
Dental Plan of Vermont. Finally, the President and CEO of DDPNH also serves in
the capacity of President and CEO of the company, DDPVT, RTH, and RTl; and is
the sole member of CSLLC (see below).

fn 2012 and 2011, the company provided management services to CSLLC under the
terms of a management services agreement. The 2012 and 2011 revenue of
$100,000 has been included in the statement of Revenue and Expenses on line 7
aggregate write-ins for non health related revenues.

g, h, i and k, items do not apply
e and | — non insurance holding company

During 2009, the Corporation, DDPNH and DDPVT formed a holding company for
other investments, RTH. As of December 31, 2009, each corporation equally owned

25.2
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ANNUAL STATEMENT FOR THE YEAR 2012 UF IHE MAINE DEN AL SERVIVE GURFURA T IUIN UDA UCL 1A UCIN TAL FLAIN UT IviL

1.

12.

13.

NOTES TO FINANCIAL STATEMENTS

RTH’s outstanding common stock and had each invested $1,415,000 in RTH and
agreed to each lend RTH up to an additional $125,000.

During 2010, the company and DDPNH agreed to purchase up to $840,000 of
DDPVT's common stock in RTH through September 2015 if DDPVT chooses to sell
the common stock.

RTH formed and wholly owns a subsidiary, Red Tree Insurance Company, Inc.,
(RTI) which operates as a licensed vision insurance company in the states of New
Hampshire and Maine. On December 31, 2009, RTH purchased the sole
membership interest of Combined Services LLC (CSLLC). CSLLC provides
employee benefit insurance brokerage services, flexible employee benefit plan
administration services and COBRA administration services to its customers.
CSLLC is also the Corporation’s general agent amongst the insurance brokers that
market the Corporations’ dental benefit plans to employers and individuals.

The Corporation has recorded its investment in RTH ($1 ,378,313 at December 31,
2012 on the equity method.

Summarized financial information for RTH and subsidiaries (CSLLC, RTI and NEDA)
is as follows as of December 31, 2012:

Total assets $5,418,701
Total liabilities $1,282,187
Total equity $4,136,514
Net loss . ($57,897)

The company has provided a guarantee to increase RTI's shareholder's equity to a
minimum of $2,000,000 if it falls below this amount. This guarantee is required by
the Maine Bureau of Insurance. Although not required by the Maine Bureau of
Insurance, the Boards of DDPNH and DDPVT have voted to share in any additions
to shareholder’s equity needed to meet the minimum requirements should that
become necessary. A similar guarantee was required by the New Hampshire
Department of Insurance that the Corporation, DDPNH and DDPVT increase
shareholder’s equity to $1,000,000 if it falls below this level.

Debt -~ N/A none

Retirement Plans, Deferred Compensation, Postemployment Benefits,
Compensated Absences, and Other Postretirement Benefit Plans

The company does not have any employees. See Note 10 for further discussion.

Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi ~
Reorganizations

1,2, 3, 4, 5, and 8 items.

The company is a non-profit Corporation. These items do not apply.

25.3
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NOTES TO FINANCIAL STATEMENTS

6. There were no restrictions placed on the company'’s surplus.

7. There were not any advances to surplus.

9. There were not any special surplus funds.

10. The portion of unassigned funds (surplus) represented or reduced by each item
below is an follows:

Unrealized gains and (losses): $ 1,156,816
Nonadmitted asset values: $ 65,757
Separate account business $ 0
Asset valuation reserves $ 0
Provision for reinsurance: $ 0

* & & oo

11. There were not any surplus debentures issued.
2 &13. There has not been any quasi-reorganization in the last ten years.

14. Contingencies
The company does not have any contingencies or assessments.
15. Leases
A. Lessee Operating Lease
(1) a. The company entered into a seven-year operating lease for office space
effective October 1, 2003. The lease was extended for an additional
three years during 2009. The current monthly base rent is $3,596 with
annual increases of the CPl. Rental expense for 2012 and 2011 was

approximately $42,318 and $41,904, respectively.

The terms and an extension of the above can be renegotiated during

c.
2013.
(2) a. At December 31, 2012, the minimum aggregate rental commitments are
as follows:
1. 2013 $32,367
a. The company was not involved in any sales — leaseback transactions.

B. Lessor Leases
The company does not enter into any lessor leases.

16. Information About Financial Instruments With Off-Balance Sheet Risk and
Financial Instruments With Concentrations of Credit Risk

The company has not entered into any transactions with off balance sheet risk or
concentrations of credit risk.

25.4
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NOTES TO FINANCIAL STATEMENTS

17. Sales, Transfer and Servicing of Financial Assets and Extinguishments of
Liabilities — N/A none

18. Gain or Loss from Uninsured A&H Plans and the Uninsured Portion of
Partially Insured Plans.

A. ASO Plans

The loss from operations from administrative Services Only (ASO) uninsured plans
was as follows during 2012:

a. Gross reimbursement for dental costs incurred $ 21,367,056
b. Gross administrative fees earned $ 1,863,108
c. Otherincome or expenses $ 0
d. Estimated gross operating expenses (claims & admin.) $ 2,545,850
e. Loss from operations $ (682,742)

The company allocated all claims and administrative expenses (excluding broker
commissions which were directly allocated) evenly on a per claim basis to the
uninsured business. This method does not take into account any cost efficiencies
for administrating a large group. Uninsured dental plans have a higher than
average number of members which should result in administrative efficiencies. The
company is unable to objectively determine these efficiencies.

B. ASC Plans

The loss from operations from Administrative Services Contract (ASC) uninsured
plans was as follows during 2012:

a. Gross reimbursement for dental costs incurred $ 8,917.069
b. Gross administrative fees earned $ 584,869
c. Other income or expenses $ 0
d. Estimated gross operating expenses (claims & admin.) $ 1,248,264
e. Loss from operations $ (663,395)

The company allocated all claims and administrative expenses (excluding broker
commissions which were directly allocated) evenly on a per claim basis to the
uninsured business. This method does not take into account any cost efficiencies:
for administrating a large group. Uninsured dental plans have a higher than
average number of members which should result in administrative efficiencies. The
company is unable to objectively determine these efficiencies.

C. Medicare or Other Similarly Structured Cost reimbursement Contract: N/A

none.

19. Direct Premium Written /Produced by Managing General Agents/Third Part
Administrators — N/A none

. 26.5
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NOTES TO FINANCIAL STATEMENTS

20. Fair Value Measurement

A. (1). Assets Measured at Fair Value on a Recurring Basis

Description Level 1 Level 2 .Level 3 Total

a.) Assets at fair

value

Fixed income $22,249,478 -0- -0- $22,249,478

mutual funds

Equity mutual funds $_ n -0- $ 9,379,279
9,379,279

Total assets at fair $31,628,7F 0 e 2,757

value :

b.) Liabilities at fair 0-_ n -0- 0-_

value

B. Assets Measured at Fair Value on a Nonrecurring Basis — N/A none
21. Other ltems — N/A none
22. Events Subsequent

There have not been any subsequent events that would have had a material effect
on the financial condition of the company as of December 31, 2012 or as of the
filing of this Annual Statement.

23. Reinsurance

The Corporation, Delta Dental Plan of New Hampshire, Inc. (DDPNH) and Delta
Dental Plan of Vermont (DDPVT) have each entered into reinsurance
agreements whereby they assume a portion of the risk for various dental benefit
contracts. The Corporation entered an agreement during 2008 with Delta Dental
of the District of Columbia to reinsure 1.3% of the risk of a specific contract
which requires certain amounts under letters of credit be obtained. The
Corporation d/b/a Northeast Delta Dental obtained this letter of credit on behalf
of the Corporation, DDPNH and DDPVT. The amount available under the
current letter of credit is $117,000 expiring on 7/31/2013. The specific dental
benefit contract was terminated on September 30, 2012. Final settlements
under this agreement are expected by April 30, 2013. The Corporation entered
a second reinsurance agreement during 2009 with a subsidiary of Delta Dental of
Michigan to reinsure 0.26% of the risk and expenses associated with a specific
dental benefit product. This agreement was terminated effective December 15,
2012. The Corporation, DDPNH, and DDPVT collectively had obtained two
letters of credit relating to this reinsurance agreement. The letters of credit were
returned on December 21, 2012. Premiums are recognized as revenue over the

25.6
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24,

NOTES TO FINANCIAL STATEMENTS

policy term, and claims, including an estimate of claims incurred but not
reported, are recognized as they occur.

Retrospectively Rated Contracts and Contracts Subject to Redetermination —

N/A none

25. Change in Incurred Claims and Claims Adjustment Expenses

26.

27.

28.

29.

30.

M.

32.

The actual runout of dental claims incurred prior to 12/31/11 was $1,469,154
which was lower than the claims reserve of $1,815,700 recorded as of 12/31/11.
Dental claims are paid within one year of the date they are incurred. So, all
claims incurred and unpaid during 2011 would have been paid by the end of
2012.

Intercompany Pooling Arrangements — N/A none
Structured Settlements — N/A

Healthcare Receivables — N/A none

Participating Policies — N/A none

Premium Deficiency Reserves — N/A none

Anticipated Salvage and Subrogatioh — N/A doesn’t apply
Organization and Operation

Maine Dental Service Corporation is a nonprofit, tax-exempt organization which was
established to provide programs of dental care, offered by licensed dentists, to
various corporations, associations, unions, partnerships and similar organizations
located in the State of Maine that become subscribers to the programs. During
2001 the company received underwriting authority to offer a dental program to
individuals which it began offering on January 1, 2002. Dental services are
provided under written contracts and benefits are paid up to a maximum amount per
covered individual, as defined by the various programs.

The company offers its dental programs on an insured and a self-insured basis.

The statements of revenue and expense include only the revenues and claims from
risk contracts. Administrative fees received from self-insured contracts are reflected
as a reduction of claims processing and general and administrative expenses (see
Part 3, Line 19).

See Note 10 for a description of the marketing, claims processing and
administrative services contract provided by Delta Dental Plan of New Hampshire,
Inc.

33. Minimum Net Worth
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NOTES TO FINANCIAL STATEMENTS

On October 16, 1997, the Maine Bureau of Insurance required the company to
maintain a minimum surplus of 150% of the HORBC Company Action Level surplus.
As of December 31, 2012, the company's 150% HORBC Company Action Level
surplus was $3,525,935 and the company’s total surplus was $36,847,936.

25.8
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- NOTES TO FINANCIAL STATEMENTS - ITEM 1A

{Electronic Filing Only)

1 2 3 4
State of
State Prescribed Practices Domicile Current Prior
01A01 - Net Income, state basis (Page 4, Line 35, COUMNS 100 2) ... ... . it et e 2,732,904 ......... 2,419,161
01A04 - Net Income, NAIC SAP (Line 1-Line 2-LiNe 3) ... oot et e e e 2,732,904 ... 2,419,161
01A05 - Surplus, state basis (Page 3, Line 37, COUMNS 1aNA2) ... ..o i e e 36,847,936 ........ 32,892,461
01A08 - Surplus, NAIC SAP {Line 5-LIne 6-LiNB T) ... o e 36,847,936 ........ 32,892,461
NO1
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\NNUAL STATEMENT FOR THE YEAR 2012 OF THE MAINE DENTAL SERVICE CORPORATION DBA DELTA DENTAL PLAN OF ME

2.1

2.2

3.

32

33

34

3.5

3.6

4,

4.2

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL

Is the reporting entity a member of an Insurance Holding Company System consisting of two or mare affiliated persons, one or more of which is an insurer?

If yes, did the reporting entity register and file with its domiciliary State Insurance Commissfoner, Director or Superintendent, or with such regulatory officiat of the state of

domicile of the principal insurer in the Holding Company System, a registration statement providing disclosure substantially similar to the standards adopted by the National
Association of Insurance Commissioners (NAIC) in its Model Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity
subject to standards and disclosure requirements substantially simifar to those required by such Act and regulations?

State Regulating?
Has any change been made during the year of this statement in the charter, by-taws, articles of incorporation, or deed of settiement of the reporting entity?
If yes, date of change:
State as of what date the latest financial examination of the reporting entity was made or is being made.
State the as of date of the latest financlal examination report became avaflable from either the state of domicile or the reporting entity. This date should be the date of the
examined balance sheet and not the date the report was completed o released.
State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the reporting entity. This is the
release date or completion date of the examination report and not the date of the examination (balance sheet date) .
By what department or departments?
Have all financial statement adjustments within the latest financial examination report been accounted for in a subsequent financial statement filed with Departments?
Have all of the recommendations within the latest financial examination report been complied with?
During the period covered by this statement, did any agent, broker, sales representalive, non-affiliated sales/service organization or any combination thereof under common
control (other than salaried employees of the reporting entity) receive credit or commissions for or controf a substantial part (more than 20 percent of any
major line of business measured on direct premiums) of:
4.1 sales of new business?
4.12 renewals?
During the period covered by this statement, did any sales/service organization owned in whole o in part by the reporting entity or an affiliate, receive credit or commisslons

for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums} of:

4.21 sales of new business?
4.22 renewals?

26

Yes (X) No ()

Yes (X) No { ) N/A ()
Maine
Yes { ) No (X)

1213112009
1213112009

05/2412014

Yes () No () N/A (X)

Yes () No (X) N/A ()

Yes 2 } No (X
Yes { ) No (X

Yes

N
Yes { ) N

==}
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE MAINE DENTAL SERVICE CORPORATION DBA DELTA DENTAL PLAN OF ME

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL

9. Whatis the name and address of the Independent certified public accountant or accounting firm retained to conduct the annual audit?
BAKER NEWMAN NOYES LLC 650 ELM STREET SUITE 302 MANCHESTER NH 03101

10.1  Has the insurer been granted any exemptions to the prohibited non-audit services provided by the certified independent public accountant requirements as allowed
in Section 7H of the Annual Financial Reporting Mode! Regulation (Model Audit Rule) , or substantially similar state law or regulation?

10.2 i the response to 10. 1is yes, provide information related to this exemption:

103 Has the insurer been granted any exemptions refated to the other requirements of the Annual Financial Model Reporting Mode! Regulation as allowed for in Section 17A
of the Model Regulation, or substantially similar state law or regulation?

10.4 Ifthe response to 10.3is yes, provide information related to this exemption:

10.5  Has the reporting entity established an Audit Committee in compliance with domiciliary state insurance laws?

10.6 Ifthe response to 10.5s no or n/a, please explain:

1. Whatis the name, address and affiliation {officer/employee of the reporting enfity or actuary/consultant associated with an actuarial consuiting firm)
of the individual praviding the statement of actuarial opinion/certification?
LAWRENCE WEISSBROT FSA-EMPLOYEE OF DELTA DENTAL PLAN OF NH ONE DELTA DRIVE PO BOX 2002 CONCORD NH 03302-2002

12.1 Does the reporting entity own any securities of a real estate holding company or otherwise hold real estate indirectly?

12.11 Name of real estate halding company

12.12 Number of parcels involved
12.13  Total book/adjusted carrying value

12.2 lf yes, provide explanation

13.  FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:

13.1 What changes have been made during the year In the United States manager or the United States trustees of the reporting entity?

13.2 Does this statement contain all business transacted for the reporting entity through its United States branch on risks wherever located?
13.3  Have there been any changes made to any of the trust indentures during the year?
13.4 Ifanswer to (13.3} is yes, has the domiciliary or entry state approved the changes?

14.1 Ave the senior officers (principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing
similar functions) of the reporting entity subject to a code of ethics, which includes the following standards?
(a) Honest and ethical conduct, including the ethical handling of actual or apparent confiicts of interest between personat and professional relationships;
b} Full, fair, accurate, timely and understandable disclosure in the periodic reports required to be filed by the reporting entity;
¢) Compliance with applicable governmental laws, rules and regulations;
{d) The prompt internal reporting of viofations to an appropriate person or persons identified in the code; and
(e} Accountability for adherence fo the code.

4.1 Ifthe response to 4.1 is No, please explain:

14.2 Has the code of ethics for senior managers been amended?

14,21 ifthe response to 14.2s Yes, provide information refated to amendment(s) .

14.3  Have any provisions of the code of ethics been waived for any of the specified officers?

14.31 Ifthe response to 14.3 s Yes, provide the nature of any waiver(s) .

15.1 1s the reporting entity the beneficlary of a Letter of Credit that is unrelated to reinsurance where the issuing or confirming bank is not on the SVO Bank List?

15.2 I the response to 15.1 is yes, Indicated the American Bankers Association {ABA) Routing Number and the name of issuing or confirming bank of
the Letter of Credit and describe the circumstances in which the Letter of Credit is triggered.

Yes { ) No (X)

Yes () No (X)

Yes (X) No { ) NIA ()

Yes { } No {X)

Yes { ) No ()
Yes { ) No ()
Yes () No { ) NIA {X)

Yes (X) No { )

Yes () No (X}

Yes { ) No (X)

Yes { ) No (X)

1 2 3 4
American Bankers
Association (ABA)
Routing Number Issuing or Confirming Bank Name Circumstances That Can Trigger the Letter of Credit Amount
26.2
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2.1

2.2

3.1
8.2

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

BOARD OF DIRECTORS

Is the purchase or sale of all investments of the reporting entity passed upon either by the board of directors or a subordinate committee thereof?

Does the reporting entity keep a complete permanent record of the proceedings of its board of directors and all subordinate committees thereof?

Has the reporting entity an established procedure for disclosure to its board of directors or trustees of any material interest or affiliation on the part of
any of its officers, directors, trustees, or responsible employees that is in conflict or is likely to conffict with the official duties of such person?

FINANCIAL

Has this statement been prepared using a basis of accounting other than Statutory Accounting Principles (e.g. , Generally Accepted Accounting Principles)?

Total amount Joaned during the year (inclusive of Separate Accounts, exclusive of policy loans);

20.11 To directors or other officers
20.12 To stockholders not officers
20.13 Trustees, supreme or grand (Fraternal only)

Total amount of loans outstanding at end of year (inclusive of Separate Accounts, exclusive of policy loans):

20.21
20.22

To directors or other officers
To stockholders not officers

20.23 Trustees, supreme or grand (Fraternal only}

Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for such obligation being

reported in the statement?

If yes, state the amount thereof at December 31 of the current year: 21.21
21.22
4.3
21.24

Does this statement include payments for assessments as described in the Annual Statement {nstructions other
than guaranty fund or guaranty association assessments?

If answer is yes: -
2.2
2.22
2.23
Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement?

If yes, indicate any amounts receivable from parent included in the Page 2 amount:

26.3

Rented from others
Borrowed from others
Leased from others
Other

Amount paid as fosses or risk adjustment
Amount paid as expenses
Other amounts paid

Yes (X} No ()
Yes (X) No ()

Yes (X) No ()

Yes { ) No (X)
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24.02

4.0

A0

24.05

24.08

1.0

24,08

4.09

410

5.1

5.2

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

INVESTMENT

Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control, in the actual possession of the
reporting entity on said date? (other than securities lending programs addressed in 24.03)

f no, give full and complete information relating thereto;
ALLSTOCKS AND BONDS ARE HELD [N THE CORPORATIONS NAME
BY HM PAYSON & CO OF PORTLAND MAINE

For the security lending programs, provide a description of the program including value for collateral and amount of loaned securities , and whether collateral is carried on o
off-balance sheet. (an alternative s to reference Note 17 where this information is also provided)
THE COMPANY DOES NOT HAVE A SECURITY LENDING PROGRAM

Does the Company's security lending program meet the requirements for a conforming program as outlined in Risk-Based Capital Instructions?
If answer to 24.04 is YES, report amount of coliaterat for conforming programs.
If answer to 24.04 is NO, report amount of collateral for other programs.
Does your security tending program require 102% (domestic securities) and 105% (foreign securities) from the counterparty at the outset of the contract?
Does the reporting entity non-admit when the collateral received from the counterparty falls below 100%?
Does the reporting entity or the reporting entity's securities lending agent utilize the Master Securilies Lending Agreement (MSLA) to conduct
securities lending?
For the reporting entity's security lending program, state the amount of the following as of December 31 of the current year;
24.101 Total fair value of relnvented collateral assets reported on Schedule DL, Parts 1 and 2
24,102 Total book adjusted/carrying value of reinvested collateral assets reported on Schedule DL, Parts 1 and 2
24.103 Total payable for securities lending reported on the fiability page
Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the control of the reporting entity,

or has the reporting entity sold or transferred any assets subject to a put option confract that is currently in force? (Exclude securities
subject to Interrogatory 21.1and 24.03)

If yes, state the amount thereof at December 31 of the current year: 25.21 Subject to repurchase agreements
‘ 25.22 Subject to reverse repurchase agreements

25.23 Subject fo dollar repurchase agreements
25.24 Subject to reverse dollar repurchase agreements
25.25 Pledged as collateral
25.26 Placed under option agreements
25.27 Letter stock or securities restricted as to sale
25.28 On deposit with state or other regulatory body
25.29 Other

26.4

Yes { ) No (X)

Yes () No () N/A (X)

Yes () No () N/A (X)

Yes () No { ) NIA (X)

Yes () No () NJA (X)
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

INVESTMENT

Provide the following information for all short-term and long-term bonds and all preferred stocks. Do not substitute amortized value or statement value for fair value.

1 2 3
Excess of Statement
over Fair Value (-),
Statement (Admitted) or Fair Value
Value Fair Value over Statement {+)
0.4 BONAS ... A E R 2,%9.418 {$.......... U948 S
30.2 Preferred Stocks ........oovviiviienin R T TR
03 Totals ..o $ o 2249478 [§.......... ,49478 1§ .
L
Describe the sources or methods utilized Iin determining the fair values:
FAIR MARKET VALUE WAS DETERMINED FROM CURRENT MARKET PRICES FOR EACH SECURITY
Was the rate used fo calculate fair value determined by a broker or custodian for any of the securities in Schedule D? Yes (X) No ()
if the answer to 31.1is yes, does the reporting entity have a copy of the broker's or custodian’s pricing policy (hard copy or electronic copy) Yes (X} No ()

for all brokers or custodians used as a pricing source?

If the answer to 31.2is no, describe the reporting entity's process for determining a reliable pricing source for purposes of disclosure of fair value for Schedule D:

Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? Yes (X) No { )

if no, list exceptions:

26.7
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GENERAL INTERROGATORIES

PART 2 - HEALTH INTERROGATORIES

Does the reporting entity have any direct Medicare Supplement Insurance in force? Yes { ) No (X)
f yes, indicate premium earned on U.S. business only. S
What portion of Item (1.2} is not reported on the Medicare Supplement Insurance Experience Exhibit? S

1.31 Reason for excluding:

Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above S
Indicate total incurred claims on all Medicare Supplement insurance. $
Individuat policies:

Most current three years:

1.61 Total premium eamed $

1.62  Total incurred claims $

.63 Numberofcoveredlves
Al years prior to most current three years:

1.64  Total premium eamed $ o
1.65  Total incurred claims L
1.66  Numberof coveredfves

Group polices:

Most current three years:

171 Total premium earned $
172 Total incurred claims $ o
1.73  Numberof coveredfves
All years prior to most current three years:

1.4 Total premium eamed S
1,75 Total incurred claims $
1.76  Numberof coveredfives

Health Test:
1 2
Current Year Prior Year

Premium Numerator $...... 52,270,162 $.o..... 52,787,609
Premium Denominator $....... 52,210,162 $... 52,767,609
Premium Ratio (2.1/2.2) ... 100 1.000
Reserve Numerator §... 1,238,100 L I 1,815,700
Reserve Denominator $o 1,238,100 $.o. 1,815,700
ReserveRatio (2.4/2.5) ... 100 L 1.000

= 3 RN R

Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be
returned when, as and if the earnings of the reporting entity permits? Yes () No (X)

If yes, give particulars:

Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists’ care offered to subscribers and

dependents been filed with the appropriate regulatory agency? Yes (X) No ()
}f not previously filed, furnish herewith a copy (ies) of such agreement(s) . Do these agreements include additional benefits offered? Yes (X) No ()
Does the reporting entity have stop-loss reinsurance? Yes ( ) No (X)

If no, explain:

STOP LOSS REINSURANCE IS NOT REQUIRED

Maximum retained risk (see instructions)

Comprehensive Medical
Medical Only

Medicare Supplement
Dental & Vision

Other Limited Benefit Plan
Other

€a2 €23 €

wcrancrchohon
€ €
sLHragsx

Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including hold
harmless provisions, conversion privileges with other carriers, agreements with providers to confinue rendering services, and any other agreements:

Does the reporting entity set up its claim Hability for provider services on a service date basis? Yes (X} No ()

ifno, give details:

Provide the following information regarding participating providers:

8.1 Number of providers at start of reportingyear 502
8.2 Number of providers at end of reporting year 515
Does the reporting entity have business subject to premium rate guarantees? Yes () No (X)

If yes, direct premium earned:
9.21  Business with rate guarantees between 1536 months
9.22  Businesswith rate quarantees over 36months

27
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GENERAL INTERROGATORIES (Continued)

PART 2 - HEALTH INTERROGATORIES

Does the reporting entity have incentive Pool, Withhold, or Bonus Arrangements in its provider contracts? Yes () No (X)
If yes:
10.21  Maximum amount payable bonuses IR IUTTU
10.22  Amount actually paid for year bonuses $ o
10.23  Maximum amount payable withholds $ o
10.24  Amount actually paid for year withholds $
Is the reporting entity organized as:
1112 AMedical Group / Staff Model, Yes () No (X
11.13  Anlndividua! Practice Association (IPA), or Yes } No }X
1.4 AMixed Mode! (combination of above)? Yes () No (X
Is the reporting entity subject to Minimum Net Worth Requirements? Yes (X) No { )
if yes, show the name of the state requiring suchnetworth. Maine
If yes, show the amount required. $.. 3,525,935
Is this amount included as part of a contingency reserve in stockholder's equity? Yes (X} No ()
If the amount is calculated, show the calculation
150% OF RBC
List service areas in which reporting entity is licensed to operate:
1
Name of Service Area
MAINE
Do you act as a custodian for health savings accounts? Yes () No {X)
If yes, please provide the amount of custodial funds held as of the reporting date. $ o
Do you act as an administrator for health savings accounts? . Yes () No (X}
if yes, please provide the balance of the funds administered as of the reporting date. $ o
271




ANNUAL STATEMENT FOR THE YEAR 2012 OF THE MAINE DENTAL SERVICE CORPORATION DBA DELTA DENTAL PLAN OF ME
FIVE - YEAR HISTORICAL DATA

2012

2011

2010

2009

2008

BALANCE SHEE! (Page2andPaged)

1. Total admitted assets (Page 2, Line 26)

2. Total liabilities (Page 3, Line 24)

3. Statutory surplus

4. Total capital and surplus (Page 3, Line 33)

INCOME STATEMENT (Page 4)

5. Total revenues (Line 8)

6. Total medical and hospital expenses {Line 18)

7. Claims adjustment expenses (Line 20)

8. Total administrative expenses {Line 21)

9. Net underwriting gain (loss} (Line 24)

10. Net investment gain {loss) (Line 27)

11. Total other income {Line 28 plus Line 29)

12. Netincome or {loss) (Line 32)

CASH FLOW (Page 6)

13. Net cash from operations (Line 11)

RISK-BASED CAPITAL ANALYSIS

14. Total adjusted capital

18. Authorized control level risk-based capital
ENROLLMENT (Exhibit 1)

16. Total members at end of period {Column 5, Line 7)

17. Total members months (Column 6, Line 7)

OPERATING PERCENTAGE (Page 4)
(Item divided by Page 4, sum of Ling 2, Line 3, and Line 5) X 100.0

18. Premiums eamed plus risk revenue (Line 2 plus Line 3 plus Line 5)

19. Total hospital and medical plus other non-health (Line 18 plus Line 19)

20. Cost containment expenses

21, Other claims adjustment expenses

22. Totaf underwriting deductions (Line 23)

23. Total underwriting gain (loss) (Line 24)

UNPAID CLAIMS ANALYSIS
(U and | Exhibit, Part 2B)

24. Total claims incurred for prior years (Line 13, Column 5)

25. Estimated liabifity of unpaid claims of prior year (Line 13, Column 6)

INVESTMENTS IN PARENT, SUBSIDIARIES, AND AFFILIATES

25. Affiliated bonds (Schedule D Summary, Line 12, Column 1) .....................
21. Affiliated preferred stocks (Schedule D Summary, Line 18, Column1) ............
28. Affiliated common stocks (Schedule D Summary, Line 24, Column 1) .............
29. Affifiated short-term investments (subtotal included in

Schedule DA Verification, Column 5, Line 10) ...................ccooeiiini,
30. Affiliated mortgage loans onrealestate ...
31. Allother affifiated ...
32. Totalof above Line 6toLine 31 ...
33. Total investment in parent included in Line 26 to Line 31above ....................

41,187,264
4,339,328
3,525,944

36,847,936

52,370,162
41,240,808

1,882,222
7,397,194
1,849,938
882,966

36,847,936
2,350,623

........... 137,379
1,649,308

1,469,154
1,815,700

38,710,293
5,817,832
3,397,245

32,892,461

52,867,609
42,436,599

......... 1,861,192

32,892,461
2,264,830

138,950
1,657,660

1,355,760
1,800,500

37,422,447
6,692,018
3,480,030

30,730,129

55,315,168
45,597,150

1,926,870
6,508,249
1,282,899

30,730,129
2,320,020

1,544,028
1,797,100

34,572,464
7,018,385
3,199,881

27,554,079

53,218,665
44,766,084

27,554,079
2,133,254

75,938
918,327

1,741,788
1,777,700

Note: If a party to a merger, have the two mast recent years of this exhibit been restated due to a merger in compliance with ne aisciosure requirements of SSAP No. 3,

Accounting Changes and Correction of Errors?

Ifno, please explain:

31,316,432
6,714,161
2,699,750

24,602,271

53,221,007
44,068,063
1,939,162
7,990,428

(770,636)
(7,924)
(8,474)
(787,534)

1,982,770

24,602,211
1,799,833

77,556
048,918

1,695,154
1,832,000
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PART 1A - DE AlL OF INSURANCE HOLDING COMPANY SYSTEM
l
I 1 . I Type of Contro!
"(Ownership,
By f Control is
NAIC Federal : Name of Securities Exchange if Relationship Management, Ownership
Grour Company D Federal Publicly Traded Names of Parent, Subsidiaries or Domiciliary | to Reporting Directly Cont by Aftorney-in-Fact, Provide Uttimate Controlling
Cod Group Name Code Number | RSSD \ CK {U.S. or international) Affiliafes Location Entity (Name of Entity:rerson) Influence, Other) Percentage Entity{ies) /Person(s) '
— ]
..... RED TREEHOLDINGSINC. .......... 264281910, ......... ........ ............................... REDTREEHOLDINGSINC. . ... ............ vevieieeieiii.o...... DDPNH, MDSC,DDPVT........... ...
..... 1I3OWNEDBY.......... 47079..... 020273013, ......... ... ..........e.c..eoe........... DELTADENTALPLANOFNH ................. B
..... 1/3OWNEDBY........... 14369..... 010286541, ... ...... ........ ............................... MAINEDENTAL SERVICE CORP . B
..... 1/3OWNEDBY.......... 0 53279.... 030219391, ......... ... . .... DELTADENTALPLANOFVT ... ... BB
..... RED TREEHOLDINGSINC. .......... 264281810, ......... ........ .......cooiiiiinn. .... REDTREEHOLDINGSINC. ................... e eeiieiiariiiiiiie eeiesnieeo...... DDPNH, MDSC,DDPVT........... .......
..... OWNS 100%OF .......... 13646..... 270175814, ......... ........ ............................... REDTREE INSURANCE CO INC 100.000 DDPNH, MDSC, DDPVT........... .......
..... OWNS 0% OF .......... ... 043389309, ......... ... ..............cee.......... NEWENGLAND DENTALADMIN.LLC..........NH........ DS......... REDTREEHOLDINGSINC.................... OWNERSHIP....... ...... 100.000 DDPNH, MDSC,DDPVT........... .......
..... OWNS 100%OF .......... ... 02047934 . ... ... ..............c...........COMBINEDSERVICESLLC ...................NH........ DS......... RED TREE HOLDINGSINC.................... OWNERSHIP....... ...... 100.000 DDPNH, MDSC,DDPVT.. ... ... _......
........................................ 020489950 . ... ... e NORTHEASTDELTADENTALFOUND. ... ...  NH. ..o N e ieieiiee e eeeveene.... DDPNH, MDSC, DDPVT........... ool
Asterisk Explanation

NONE







