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Firebird U.S. Value Investment Approach

/
We invest in companies with strong moats
Qua“ty - What is the source of competitive advantage?
- What is the value proposition to all stakeholders?
N
/
Cash flow focus
Val - Look at how the company generates and uses it cash
dlue - Consider value derived from actual returns to investors
(dividends + buybacks)
.
/
Invest in companies where the underlying demand is growing
Growth - Helps avoid value traps
.
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Molina Healthcare

~ NYSE: MOH; $17B Market Cap

. N
> Founded in 1980’ "“ MOLINA

~ Administrator of government run healthcare coverage HEALTHCARE

—~ QOver 5m members in managed Medicaid and Medicare
programs across 22 states

~ Grew revenue by 18% p.a. since 2010
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Government run healthcare

~ Healthcare spending has been increasing at 7% p.a. since 1980’s

> As of 2022, 44% of US population received medical coverage from government sponsored plans

~ Up from 12% in 1960’s

~ (Government sponsored spending per capita is lower than overall spending

~ Demand for government sponsored healthcare is counter-cyclical
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Healthcare system in US

ORGANIZATION OF THEHEALTH SYSTEM IN THE UNITED STATES

Public Financing Private Financing
Federal government State government Privately insured individuals
: ' Local government \
| Department of Health &
i Selected other Human Services (HHS) "
| HHS agencies: Employers «
i *CDC !
| ® NIH State
‘, © HRSA ‘ > Marketplaces < insurance
i (federal or state) commissioners
1 ® AHRQ Centers for Medicare &
i ® FDA Medicaid Services |
. Other government insurance programs :
i (e.g. Veterans Health Administration, Medicaid 3 2 i
| TRICARE [military]) AN and CHIP pE BSIAnCe - ‘;
L Managed care Pharmacy
i \ organizations benefit managers '
E ‘ v v l ;
- Providers (e.g., hospitals, physicians, long-term-care institutions, mental health institutions) < Pharmacies
A ES
Nongeovernmental scientific and Provider regulatory organizations
professional organizations (Joint Commission, etc.)
(UOM, AMA, PCORL, etc) = Charities
Hierarchial ——— Contracts » Regulation

Note: CDC = Centers for Disease Control and Prevention; NIH = National Institutes of Health; HRSA = Health Resources and Services Administration;
AHRQ = Agency for Healthcare Research and Quality; FDA = Food and Drug Administration; CHIP = Children’s Health Insurance Program; IOM = Institute of
Medicine; AMA = American Medical Association; PCORI = Patient-Centered Outcomes Research Institute.

Source: Adapted from T. Rice et al.. "United States of America: Health System Review.” Heaith Systems in Transition, vol. 15, no. 3, 2013, p. 27.



Healthcare System in a socialist country (Sweden)

ORGANIZATION OF THE HEALTH SYSTEM IN SWEDEN

Swedish Association of Ministry of Health
Local Authorities and Regions and Social Affairs

National Board of
Health and Welfare

290 municipalities -
21 county councils Health and Social Care

Inspectorate
Public and private Swedish Agency for Health and
7 university hospitals in services (special housing Care Services Analysis
ical i and home care) for
fmeskcal carc Iegions elderly and disabled

Public Health Agency

Approximately 70 county
council—driven hospitals

and 6 private hospitals Medical Products Agency

Swedish Council on Technology

Approximately 1,100 Assessment in Health Care

public and private
primary care facilities

Dental and Pharmaceutical
Benefits Agency

Public and private

dentists ;
Swedish eHealth Agency

Source: Adapted by the author from A Anell, A. H. Glenngard, and S. Merkur, "Sweden: Health System Review,” Health Systems in Transition,
Source: Company Data vol. 14, no. 5, 2012, p. 19.
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Molina Healthcare

~ Exclusively focused on government sponsored plans

¥

90%+ of total members are in Medicaid plans; remainder are in Medicare and Marketplace

~ 4t Jargest administrator of Medicaid plans nationwide - single digit market share in most
states of operation

> Scale economies shared business model

Well Diversified 22 State Portfolio

Synergistic Medicare and Marketplace

Segments Complement Medicaid

5%

Marketplace

$32B

2023G
Premium

82%

Medicaid

Percent of Total Premium Revenue
Bl s%oriess ] s-10% [ >10% 72 2024 start

Source: Molina Healthcare

>
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Molina Healthcare Leadership

—~ Prior to 2017, the company was run by Mario and John Molina — sons of the Dr C. David

Molina — founder of the company

—~ During their leadership the company experienced significant growth, but low profitability

~ In 2017, the board of directors decided to replace the leadership of the company bringing in

Joseph M. Zubretsky — former CFO of Aetna

~ Mr Zubretsky re-focused the company on profitability by exiting population cohorts with higher-
than-average medical costs and controlling operating costs

Molina Medical Costs
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Molina Healthcare Cost Structure

~ Pre-determined reimbursement rates based on government procurement

~ Medical Costs of roughly 86 to 90% of premiums

~ Profitability is a derivative of operating efficiency

~ Qperating efficiency improving with scale

~ Higher interest rate earned on $8B of float add up to 20% to Molina’s profitability
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Molina Healthcare - Quality

Molina Playbook introduced by CEO Joe Zubretsky in 2017 focuses on operating excellence

Cost efficiency creates opportunity to offer better prices

Better prices increase likelihood of Molina winning tenders

92% win rate in last two years

30%+ ROE
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Molina Healthcare - Growth

> 20% Revenue CAGR in last three years coming from both organic sources and M&A
> 6% current market share in Medicaid Plans

> Existing RFP wins plus $60B of tenders upcoming in next three years should add up to 20%
to Molina’s revenue in next five years

> |n 2024, Molina expects to add $4B of revenue from recent RFP wins (IA, IN, NE, CA)
partially offset by loss of $1.1B of revenue through redetermination

~2/3 O:'ganic ~1/3 Accretive M&A

13% - 15%
Industry Leading
Profitable Growth

~5%
Bolt-ons in
Core Products Lines
Strategic Initiatives

4% - 6%
New Contracts

Market Share
Penetration

Current Footprint Carve-ins

4%
Member Growth and

Rate

Source: Molina Healthcare



Molina Healthcare — Capital Allocation

Since 2017, Molina generated $4.5B of free cash flow
$1 billion spent on M&A in order to expand company’s footprint
$1 billion spent on share buybacks — shares outstanding are down by 6%

Remaining amount added to the float

Seven transactions sequenced for manageable integration
Magellan Affinity AgeWell
g Complete Care Health Plan New York
o -
c
3
g YourCare Passport Cigna Texas My Choice
gz Health Plan Health Plan Medicaid Wisconsin
_—
o] YourCare Magellan Cigna Texas My Choice Wisconsin
g Health Plan Complete Care Medicaid Estimated Mid-2023
o
O ———
Passport Affinity AgeWell
Health Plan Health Plan New York

Source: Molina Healthcare



Why is Molina trading at attractive rates?

Due to public health emergency, during 2020-2022, states were not allowed to take away

Medicaid coverage from people who lost eligibility

The restrictions were removed in 2023 and it is estimated that up to 15 million people could

lose coverage — 16% of current members

Molina estimates they could lose up to 400K members (8% of total), which will be more
than offset by membership gains through implementation of recent tender wins

Medicaid gains over pandemic are in-line with historical gains
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Source: Statista; US Value Advisors Research
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Molina Healthcare - Value

Molina shares delivered 29% IRR since 2017, while CFO per share grew at 27% CAGR

Growth drivers remain intact
Current free cash flow yield of 7.9%

Long-term estimated IRR of ~15%
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Source: Company Financials; Bloomberg; US Value Advisors Research
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Summary & Contact

Largest pure-play administrator of
government sponsored health plans

o0
‘... MOLINA

Cost efficiency provides opportunity for HEALTHCARE

sharing the economies of scale

Demand for government sponsored care

is counter-cyclical and usually grows at

3-4% p.a

Concern over redetermination impact on

enroliment is likely overblown

Delivered 29% IRR to shareholders Steven Gorelik

since 2017 E-mail: sgorelik@fbird.com

Trading at 7.9% FCF yield Tel: +1 212.698.9260
Firebird Management LLC

http://www.fbird.com
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Molina Healthcare Profitability

~Insurance business is generating single digit profit margins improving with scale

~ ~$8 billion float mostly in cash and investments with duration of less than five years.

~Increased returns on investment should add up to 15% to earnings in next 2-3 years

~Levered business model leads to high ROE and excess cash available for acquisitions and

buybacks

Best in Class ROE Drives EPS

Significant cash generation creates flexibility for deployment

lllustration

Organic Growth

~4% After-Tax Margins

Capital 10% of Revenue
Significant EPS

Growth and
Accretion
Potential

Excess
40% Unlevered ROE Cash Acquisitions
Flow

50% Debt to Capital Ratio

~75% Levered ROE Share
Repurchases




Appendix: Managed Care National Market Share

Managed Care Enrollment is Concentrated in a
Small Number of National Firms

Centene® /)
15%

130 Local /
Regqi I MCO
egiona S Anthem
38%
11%
6 large, multi-state
 parent firms account
for just over half of
UnitedHealth MCO enrollment*
Group
9%
WellCare?

i 7%
Other Mult_l State Molina
Parent Firms Aetna / CVS 59

12% 3%

Notes: Data as of July 1, 2019.
A WellCare was acquired by Centene in January 2020. * Totals do not sum due to rounding.

Source: Hinton, E., Stolyar, L. 2022. 10 things to know about managed care. Washington, DC: Kaiser Family Foundation. February 23, 2022.
https://www.kff.org/medicaid/issue-brief/10-things-to-know-about-medicaid-managed-care/.




Disclaimer

Steve Gorelik is a portfolio manager for Firebird Management LLC (“Firebird”). This report was prepared based upon information from
sources that are believed to be reliable. However, neither Mr. Gorelik nor Firebird make any representation or warranty as to the
accuracy or completeness of the information contained in this report. This report may include estimates and projections. No
representation is made as to the accuracy of such estimates or projections or that such projections will be realized. Mr. Gorelik and
Firebird have no obligation to update or keep current any information or projections contained in this report. Firebird is registered as an
investment adviser with the U.S. Securities and Exchange Commission. Mr. Gorelik, Firebird and Firebird’s principals, employees and
affiliates and accounts managed or advised by Firebird own interests in securities issued by Molina Healthcare.
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