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Quad/Graphics, the American printing company, was founded
near Milwaukee, Wisconsin in 1971 by a husband and wife team.
Harry and Betty Quadracci saw advantages in a family approach
to doing business coupled with a long-term outlook and a
willingness to innovate. Today, Quad/Graphics is a $4B company
with facilities all over the U.S. and around the world.

As the company grew, an unexpected opportunity for
innovation arose. Harry saw employee medical costs go up
while complaints about insurance coverage and care quality
also increased. In 1990, Quad/Graphics decided to cut out

the middleman and launch its own worksite health clinic. Their
new subsidiary, QuadMed, was soon managing care for 9,000
employees. As Harry promised his people: "We'll keep you well,
and by the way, if you get sick, we'll take care of that, too.”!

QuadMed is now a national leader in providing employer-
sponsored healthcare solutions through on-site clinics, wellness
programs and fitness and rehabilitation facilities. Comprehensive
is the word. In addition to primary care, vision care, specialty
care and behavioral health services, QuadMed also includes
expansive dental care.

Why dental? It's not just about whiter teeth and brighter smiles.
Preventive dental care represents one of the most cost-effective
fronts in the larger battle for better health outcomes. All tooth
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and gum disease is preventable, yet untreated conditions can
lead to serious illness. Early stage chronic disease often presents
first in the mouth.

Despite the value to overall health, dental care provision is
much more haphazard throughout the nation than it is at Quad/
Graphics. Dental benefits are primarily employment-based.
Gaps in coverage and care fall mostly on the elderly, the poor
and in rural areas. People with preventable dental conditions
flood hospital emergency rooms.

On the business side, small group practices dominate a
fragmented system. Entrepreneurs abound but the costs

for entry, expansion and adoption of new technology are
prohibitive. The sector is ready for consolidation, coordination
and economies of scale.

It's time to “think different” about the organization, delivery
and purpose of dental care. Oral health is a key component

of overall health. New business models are emerging that will
enhance dental care with lower costs, greater access, improved
convenience and a broader range of services.

Preventive dental services save money and improve health and
productivity. America needs more, not less, dental care.

A CROOKED SMILE WITH LOTS OF GAPS

A century ago, most Americans expected to lose their teeth by
middle age. Americans now expect to keep their teeth for their
entire lives.

Water fluoridation and better preventive care drove this
monumental improvement. Today, it's possible to eliminate
almost all dental/oral conditions. Gaps in dental care provision
impede that achievement, however.

In 2000, the office of the Surgeon General of the United
States issued its first-ever report on “Oral Health in America.”

Surgeon General Dr. David Satcher described “profound and
consequential disparities in the oral health of Americans [that
constitute] ... a silent epidemic of dental and oral disease.”?

The report determined that the impact was most severe on the
poor, particularly children and the elderly. Little has changed
for those disadvantaged groups in the 18 years since. Lack of
access, high out-of-pocket costs, inadequate coverage and
insufficient public understanding of the importance of oral
health remain problems today.®
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187 million Americans currently have some coverage for
dental services through employer and public programs

such as Medicaid and CHIP. 130 million, including Medicare
beneficiaries, must pay for dental care directly out-of-pocket
or through supplemental policies. The 2010 Affordable Care
Act mandated coverage for pediatric dental care but excluded
adult coverage.*

Americans suffer from unnecessarily high levels of preventable
dental and oral disease. The most common conditions are
cavities, abscesses, periodontitis and gingivitis or gum disease.
Often these conditions deteriorate until they must be treated
in Emergency Departments. In 2012, there were 2.2 million ED
visits for dental issues, costing an estimated $1.6B.°
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Emergency care rarely addresses underlying causes, however.
Most patients receive pain medication and antibiotics to

deal with infections, only to return to the ED as their chronic
conditions worsen.

Adults under the age of 44 are the majority of ED patients

with dental issues. Nearly 50% of Americans over 30 have
periodontal disease.® Left unchecked, treatable periodontal
disease can contribute to cardiovascular disease, diabetes,
rheumatoid arthritis and certain cancers. Oral inflammation
also contributes to systemic inflammation, a persistent cause of
chronic disease.

Dental care accounts for only 4% of total U.S. healthcare costs.”
Its impact on overall health is under-appreciated.

THE BUSINESS OF DENTAL CARE DELIVERY

Small group dental practices constitute over 80% of dental
practice employees. Large practices account for only 4%
of employees.®

The dental employment profile differs markedly from other
industries, particularly medicine. Most dental practices are sole
proprietorships. Traditionally, dentists are entrepreneurial and
independent by nature.

Dental practices tend to be more consumer-oriented than most
other medical businesses. They rely on volume and high out-of-

pocket expenditures (roughly 40%) to meet revenue targets.’
Unlike most primary care clinics, dental practices are renowned
for scheduling patients diligently and reminding them when
they are due for checkups. Like retail stores, dental practices
offer convenience through prime locations and expansive hours
of operation.

As a fragmented cottage industry under pressure to reduce
costs, make capital investments and increase operational and
administrative efficiency, dental care represents a significant
business opportunity for consolidation and service support.
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A SECTOR IN TRANSITION

Cincinnati-based CORDENTAL Group is a F
new entrant in this market, backed by $25M
in equity capital from New York-based private
investment firm, New Mainstream Capital.

CORDENTAL is a dental support organization
(DSO) that offers back-office, administrative,
technological and financial support so that
dentists cun focus more exclusively on patient
care and business growth. Co-founder and
CEO, Dana Soper, was previously the founder
and CEO of CarePoint Partners, an alternate-
site infusion therapy and specialty pharmacy
provider. CarePoint expanded through 16
acquisitions across 28 sites to service more
than 6,800 patients daily before it was sold

to BioScrip in 2013.

Consolidation and integration in the pharmacy
and infusion space improved operational
efficiency, care coordination and access to
capital. Soper and her co-founder, Steven
Jones, see that same trend picking up in
dental care.

“The situation is very similar,” Soper says,
"and we've been there before.”

CORDENTAL brings expertise in business operations, finance
and growth to dental practice partners who have deep
clinical know-how, strong customer relationships and keen
understanding of their local market.

Soper notes several forces driving the trend toward
consolidation and the need for infrastructure and
operations support.

Demographically, dental practice leaders tend to be divided
between two groups: aging boomers and young millennials.
Dental practices require ongoing investment in advanced
equipment, facilities and staff. Those capital demands have
intensified with the need for better information technology and
access to data.

Dentists over 50 wonder if they will see a significant return on
their investment before they hand their practice over. New
dentists, burdened by higher education debt (often between
$200-$500K), may hesitate to invest in a practice, worried about
risk and the cost to quality of life.

In rural and poorer areas, these challenges are exacerbated.
Customers can't always afford high out-of-pocket expenses.
Fewer dentists are willing to set up shop or join practices
outside urban centers.
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DSOs help dentists reinvest in their practices by updating
equipment, technology and facilities and by making
improvements to business operations and administrative
functions, such as billing and reimbursement. This allows
dentists to focus more on patient care and business health.

With access to industry and practice performance data

and more secure financial backing, dentists can also make
different decisions about expanding services or growing their
market footprint. Practice transitions are easier when business
fundamentals are strong.

DSOs lift practice standards, help reduce industry fragmentation
and inefficiency and increase peer collaboration. While the
ownership model continues to evolve and consolidate, the
practice of dental care is also changing. The emphasis on
quality has intensified over the past ten years. Dentists leverage
evidence-based protocols more and focus increasingly on
appropriateness of care over volume of services.

The size of the dental market, the financial and transition
pressures on dental practices and the ongoing need for better
dental care provision create significant business opportunities
for coordination and economies of scale.

The practice and positioning of dental care within the overall
healthcare sector creates a promising opportunity to bring
dental care and primary care into tighter alignment.




THE HEALTHCARE CONNECTION
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Dentists ask their patients more health questions today. They
check for oral cancer and diabetes and monitor blood pressure.
Like local pharmacists, they have frequent contact with patients
and often build long-term relationships. Soper thinks this clinical
trend can benefit healthcare provision.

Dr. Amir Neshat, DDS, agrees. “You can't be healthy without a
healthy mouth.”

Neshat is CEO and founder of LIBERTY Dental Plan, a leading
national provider of dental managed care services. LIBERTY
has over 3 million members in 25 states enrolled through
government and employer sponsored programs.

While still in its infancy and perhaps years away, Neshat sees
signs that coordination between dental care and primary care
is growing. A major barrier to integration and coordination
has been a lack of aligned incentives and that is beginning to
change. “The main facilitator of integration is a common EMR
system,” Dr. Neshat says.

LIBERTY has similarly invested in training physicians and
pediatricians in Florida and California on the basics of providing

oral care. Those clinicians are incentivized to get children into
regular dental care as early as possible.

Federally Qualified Health Centers (FQHCs) provide “one-stop”
health and social services for their patients who often have
complex health and socio-economic issues. Organizations like
Family Health Centers'® in the Louisville, KY area offer physical,
behavioral and dental health services within their system.

The Harvard School of Dentistry is a major proponent of making
dental care part of standard primary care for all patients."’

Kaiser Permanente recently opened a practice in Eugene, OR
that combines three primary care physicians and a dentist.
Since Kaiser operates under capitation payments, preventive
measures like dental make good sense. Similarly, in Pittsburgh,
PA, UPMC and United Concordia, a dental insurance provider,
are working on “medical-dental integration strategy.”'? They
believe that prevention (dental and medical) saves money and
improves health and wellness.



ﬁ

REASON TO SMILE

L,

Preventive dental care is a no-brainer. It is a cost-effective care
measure that prevents disease, reduces treatment demands
(particularly on EDs) and improves lifelong health, wellness
and productivity.

With proper incentives, the private market is well-positioned
to fund and expand innovative dental care business models.
Dentistry’s traditional sole proprietor and small practice
ownership model and capital expenditure pattern has stifled
innovation and access in lower-income neighborhoods and
rural regions.

Enhanced scale and infrastructure investment support will reduce
fragmentation and improve access, coordination and efficiency.
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Better preventive dental care is also an important part of the
broader national need to shift resources out of specialty/acute
care and into primary care services. Managed care companies
serving distinct populations are logical partners for the expansion
of dental care services into primary care.

Putting more bite into primary healthcare services should be as
much a national priority today as it was in 2000 when Surgeon
General Satcher issued his landmark “silent epidemic” report.

Outcomes matter. Customers Count. Value Rules.
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