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Honorable Gary D. Anderson
Commissioner of Insurance
Commonwealth of Massachusetts
Division of Insurance

1000 Washington Street, Suite 810
Boston, MA 02118-6200

Honorable Commissioner:

Pursuant to your instructions and in accordance with Massachusetts General Law, Chapter 175,
Section 4, an examination has been made of the financial condition and affairs of

DSM Massachusetts Insurance Company, Inc.

at its home office located at 465 Medford Street, Boston, Massachusetts 02129. Due to the
COVID-19 pandemic, the examination was conducted remotely. The following report thereon is
respectfully submitted.



DSM Massachusetts Insurance Company, Inc.

SCOPE OF EXAMINATION

DSM Massachusetts Insurance Company, Inc., (“Company” or “DSM Massachusetts™) was last
examined as of December 31, 2016 by the Massachusetts Division of Insurance (“Division”). The
current examination was also conducted by the Division and covers the three-year period from
January 1, 2017 through December 31, 2019, including any material transactions and/or events
occurring subsequent to the examination date and noted during the course of this examination.

The examination was conducted in accordance with standards and procedures established by the
National Association of Insurance Commissioners (“NAIC”) Financial Condition (E) Committee
and prescribed by the current NAIC Financial Condition Examiners Handbook, the examination
standards of the Division and with Massachusetts General Laws. The Handbook requires that we
plan and perform the examination to evaluate the financial condition and identify current and
prospective risks of the Company by obtaining information about the Company, including
corporate governance, identifying and assessing inherent risks within the Company, and evaluating
system controls and procedures used to mitigate those risks.

All accounts and activities of the Company were considered in accordance with the risk-focused
examination process. This may include assessing significant estimates made by management and
evaluating management’s compliance with Statutory Accounting Principles. The examination
does not attest to the fair presentation of the financial statements included herein. If, during the
course of the examination an adjustment is identified, the impact of such adjustment will be
documented separately following the Company’s financial statements.

This examination report includes significant findings of fact, as mentioned in the Massachusetts
General Laws, Chapter 175, Section 4, and general information about the insurer and its financial
condition. There may be other items identified during the examination that, due to their nature
(e.g., subjective conclusions, proprietary information, etc.), are not included within the
examination report but separately communicated to other regulators and/or the Company.

The Company is audited annually by Ernst & Young LLP, an independent certified public
accounting firm. The firm expressed unqualified opinions on the Company’s financial statements
for the calendar years 2017 through 2019. A review and use of the Certified Public Accountants’
workpapers were made to the extent deemed appropriate and effective.

This examination was conducted as part of a coordinated group financial examination in
compliance with the Coordination of Holding Company Group Exams framework of the
Handbook. The Texas Department of Insurance (“TDI”") acted as the Lead State, and the Division,
acting as a participating state, coordinated with TDI.

SUMMARY OF SIGNIFICANT FINDINGS OF FACT

There were no significant findings during the previous examination and there are no significant
findings noted during the current examination of the Company.



DSM Massachusetts Insurance Company, Inc.

COMPANY HISTORY

General

The Company is a stock company and was incorporated on May 16, 2014 in the Commonwealth
of Massachusetts. DSM Investments, Inc. is the immediate parent of the Company, whose ultimate
parent is Dental Service of Massachusetts, Inc.

The Company was created to engage in dental insurance and dental benefits administration

services by writing a Massachusetts Exclusive Provider Organization (“EPO”) product which
commenced on January 1, 2015.

Capital Stock
As of December 31, 2019, the authorized and outstanding capital stock of the Company consisted

of 700,000 shares of common stock with a par value of $1.43 per shares, all of which is owned by
DSM Investments, Inc.

MANAGEMENT AND CONTROL

Annual Meeting of Stockholders

The annual meeting of the shareholders for the election of the Directors shall be held before May
1% of each year or any other date as designated by the Board of Directors (“Board™) or by the
Chairman of the Board.

Board of Directors

The bylaws provide that the business and affairs of the Company shall be managed by the Board
of Directors. The Board shall consist of one or more individuals with the number fixed by the
shareholders at the annual meeting or by the Board, unless otherwise provided in the Articles of
Organization. The terms of all Directors shall expire at the next annual shareholders’ meeting
following their election.

At December 31, 2019, DSM Massachusetts’s Board of Directors consisted of the following five
members:

Name of Business Affiliation
Director

David Abelman  Executive Vice President and Chief Legal Officer, DentaQuest, LLC

Brett A. Bostrack Senior Vice President, Medicaid and Government Outcomes, DentaQuest, LLC
Robert E. Lynn  Executive Vice President and Chief Sales Officer, DentaQuest, LLC

Alan Madison Executive Vice President and Chief Operating Officer, DentaQuest, LLC
Steven J. Pollock President and Chief Executive Officer, DentaQuest, LLC




DSM Massachusetts Insurance Company, Inc.

Committees of the Board of Directors

The Board may create one or more committees and appoint members of the Board to serve on
them. As of December 31, 2019 the Company did not have any Board committees.

Officers

According to the Company’s bylaws, the officers of the Company shall consist of a president, a
treasurer, a secretary and in addition, at the discretion of the Board, an executive vice president,
one or more vice presidents, and other officers and assistants.

Officers are elected by the Board at their annual meeting. All of the officers shall hold their
respective offices for one year and thereafter until their successors are elected and qualified, unless
a different term shall be designated by the Directors, subject to removal at any time by vote of a
majority of the Board.

The Officers of the Company at December 31, 2019, were as follows:

Name of Officer Title
Steven J. Pollock President
Jeffery C. Brown Treasurer
David Abelman Clerk

Affiliated Companies

As stated in the Insurance Holding Company System Form B, as filed with the Massachusetts
Division of Insurance, the Company is a member of a holding company system and is subject to
the registration requirements of Massachusetts General Law, Chapter 175, Section 206C and 211
CMR 7.00. Dental Service of Massachusetts, Inc. is the ultimate controlling person indicated
within the Form B filing.



DSM Massachusetts Insurance Company, Inc.

Organization Chart

The Company’s immediate insurance affiliates are shown on the organization chart below. The
Company’s numerous other affiliates are not shown. At December 31, 2019, the Company is a
member of the following organizational structure:

Catalyst Institute, Inc.

Dental Service of

Massachusetts, Inc.
NAIC Co. Code 52060

DSM
Investments, Inc.

DentaQuest
Group, Inc.

DentaQuest, LLC

DSM Massachusetts

Insurance Company, Inc.
NAIC Co. Code 15497

DSM Insurance Services,
Inc.

DentaQuest Oral Health
Center, Inc.

Transactions and Agreements with Subsidiaries and Affiliates

Management and Services Agreement
DSM Massachusetts is party to a Service Agreement (“Agreement”) with its affiliate, DentaQuest,
LLC (“DQ LLC”) whereby DQ LLC provides services to market, sell, and administer all of the
Company’s dental benefits as well as substantially all business support services required by DSM
Massachusetts. The Agreement specifies compensation to the servicing entity based on services
provided to the Company either at cost or cost-plus. Services compensated at cost include general
support services such as information technology, accounting, human resources, and credentialing
of providers. Services compensated at the cost-plus method include services specific and exclusive
to the operation of DSM Massachusetts and its insurance business, such as executive, sales and
marketing, underwriting and enrollment of members, and claims processing. Fees for the year
ended December 31, 2019 and December 31, 2018 were $3,935,000 and $2,433,000 respectively.




DSM Massachusetts Insurance Company, Inc.

Tax Sharing Agreement

The Company is party to a Tax Sharing Agreement with DSM Investments, DSM Insurance
Services and DentaQuest Oral Health Center collectively referred to as DSM Investments
Affiliated Group (“Affiliated Group”). DSM Investments will file consolidated federal and state
income tax returns on behalf of the Affiliated Group. The members of the Affiliated Group will
share their tax liabilities based on a ratio of each member’s allocated share of taxable income
compared to the total taxable income of the Affiliated Group.

TERRITORY AND PLAN OF OPERATION

The Company’s Certificate of Authority in Massachusetts was current and in force. The Company
provides dental insurance and dental benefits administration services only in Massachusetts with
an Exclusive Provider Organization (“EPO”) product.

Treatment of Policyholders

The Company has no unusual claim related litigation with any policyholders and has not
experienced significant complaints regarding its claims practices. Procedures performed in
conjunction with the claims test work indicated that the Company investigates and settles claims
on a timely and equitable basis.

REINSURANCE

The Company did not participate in any reinsurance programs in the period under examination.
DSM Massachusetts retains the underwriting risk of its policies and is solely responsible to
policyholders and claimants for incurred losses, claim adjustment expenses, and underwriting
expenses.



DSM Massachusetts Insurance Company, Inc.

FINANCIAL STATEMENTS

The following financial exhibits are based on the statutory financial statements prepared by
management and filed by the Company with the Division and present the financial condition of
the Company for the period ending December 31, 2019. The financial statements are the
responsibility of Company management.

Statement of Assets, Liabilities, Capital and Surplus as of December 31, 2019

Statement of Revenue and Expenses for the Year Ended December 31, 2019

Reconciliation of Capital and Surplus for the Three-Year Period Ended December 31, 2019



DSM Massachusetts Insurance Company, Inc.
Statement of Assets, Liabilities, Capital and Surplus
As of December 31, 2019

As Reported by

Assets the Company
Cash, cash equivalents and short-term investments $ 8,602,130
Subtotals, cash and invested assets 8,602,130

Premiums and considerations:
Uncollected premiums and agents' balances

in the course of collection 146,925
Amounts receivable relating to uninsured plans 86,549
Current federal income tax recoverable 306,698
Receivables from parent, subsidiaries and affiliates 1,877,659

Total Assets $ 11,019,961




DSM Massachusetts Insurance Company, Inc.
Statement of Assets, Liabilities, Capital and Surplus
As of December 31, 2019

As Reported by

Liabilities the Company
Claims unpaid $ 958,000
Unpaid claims adjustment expenses 31,000
Premiums received in advance 217,216
General expenses due or accrued 192,528
Current federal income tax payable 145,182
Amounts due to parents, subsidiaries and affiliates 14,741
Total Liabilities 1,558,667
Aggregate write-ins for special surplus funds 386,000
Common capital stock 1,000,000
Gross paid in and contributed capital 4,040,000
Unassigned funds (surplus) 4,035,294
Total capital and surplus 9,461,294
Total Liabilities, Capital, and Surplus $ 11,019,961




DSM Massachusetts Insurance Company, Inc.
Statement of Revenue and Expenses
As of December 31, 2019

As Reported by
the Company

Net premium income $ 19,847,689
Hospital and medical: other professional services 15,805,010
Claim adjustment expenses 736,066
General administrative expenses 3,353,188
Total underwriting deductions 19,894,264
Net underwriting gain (loss) (46,575)
Net income or (loss) after capital gains tax and

before all other federal and foreign income taxes (46,575)
Federal and foreign income taxes incurred (12,630)

Net Income (Loss) $ (33,945)
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DSM Massachusetts Insurance Company, Inc.
Reconciliation of Capital and Surplus
For the Three Year Period Ended December 31, 2019

2019 2018 2017
Capital and surplus as of December 31, prior year $ 9917697 % 9572434 $ 8,097,244
Net income or (loss) (33,945) 442,715 1,688,835
Change in net deferred income tax (232,929) (13,496) (221,553)
Change in non-admitted assets (189,531) (83,956) 7,908
Net change capital and surplus for the year (456,405) 345,263 1,475,190

Capital and surplus as of December 31, current year  $ 0461292 $ 0917697 $ 9,572,434
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DSM Massachusetts Insurance Company, Inc.

ANALYSIS OF CHANGES IN FINANCIAL STATEMENTS RESULTING FROM THE
EXAMINATION

There have been no changes made to the financial statements as a result of the examination.

COMMENTS ON FINANCIAL STATEMENT ITEMS

As a result of the examination, no significant issues with non-compliance, adverse findings, or
material changes to the financial statements were identified.

The Company retained the services of Milliman, Inc., Consultants and Actuaries, to develop the
Company’s year-end reserves and to provide the Actuarial Opinion on the reasonableness of the
reserves carried by the Company as of December 31, 2019.

Ernst & Young LLP performed an independent actuarial review of the Company’s reserves and
the table below summarizes their reserve range estimates as of December 31, 2019:

DSM - Claims Unpaid & Unpaid E&Y E&Y E&Y
Claims Adjustment Expenses Low Estimate Mid Estimate High Estimate
989,000 927,188 967,854 1,008,052

As part of the examination, the Examiners reviewed the reports and the Statement of Actuarial
Opinion issued by Milliman, Inc., and performed, as they deemed appropriate, their own test work
and evaluation of the Company’s reserve liabilities as of December 31, 2019, with payment
developments through June 30, 2020. Based on such reviews and with reliance on the professional
judgment of the appointed actuary in his Statement of Actuarial Opinion as to the appropriateness
of DSM Massachusetts reserving methods and compliance with the requirements of Massachusetts
statute, the Company’s reserves were found to within the range of estimates.

SUBSEQUENT EVENTS

In March 2020 the World Health Organization declared Coronavirus disease (COVID-19) a
pandemic. As of the date of this report, there was significant uncertainty on the effect that the
pandemic would have on the insurance industry, economy, and society at large. Any impact to the
Company will take time to assess and will be specific to the class and mix of business they
underwrite. The Division will continue to monitor how the pandemic might impact the Company.

In March 2021 Catalyst Institute, Inc. was rebranded to CareQuest Institute for Oral Health.

SUMMARY OF RECOMMENDATIONS

There were no significant recommendations noted by the examination team for improvements in
process, activities and/or controls that should be noted in this report.
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DSM Massachusetts Insurance Company, Inc.

SIGNATURE PAGE

Acknowledgement is made of the cooperation and courtesies extended by the officers and
employees of the Company during the examination.

Kenneth R. Plumb Aotton (0 Hecatrea
Kenneth R. Plumb, CFE, CPA Arthur C. Hughes 4
Supervising Examiner Examiner-In-Charge
Commonwealth of Massachusetts Commonwealth of Massachusetts
Division of Insurance Division of Insurance
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