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I. INTRODUCTION

This report is submitted pursuant to 24-A MRS § 3955(5). Pursuant to that statute, the Maine
Guaranteed Access Reinsurance Association (the “Association” or “MGARA”) is required to make an
annual report to the Joint Standing Committee on Health Care, Insurance and Financial Services. The
report must include information on the Association’s financial solvency and administrative expenses.

The 2020 year was MGARA’s second year of operation following its suspension effective as of
January 1, 2014. It also represented MGARA’s second year of operation under the State Innovation Waiver
granted to MGARA by the United States Department of Health & Human Services, Centers for Medicare &
Medicaid Services (“CMS”) under Section 1332 of the Patient Protection and Affordable Care Act (the
“1332 Waiver”).

Primarily as a result of the stability and consistency of the MGARA reinsurance program MGARA
has seen increasing level of value attributed to its reinsurance contributing to average rate decreases in the
individual market of 0.5% in 2019, 1.5% in 2020 and 13% in 2021.

I1. REVENUES AND CEDING: The MGARA program finished 2020 with revenues of $69.6 million
exclusive of 1332 Grant proceeds, which totaled $26.3 million. On a year-over-year basis 2020 assessment
revenue was ahead of 2019 by approximately $4 million and 2020 premium revenue was behind 2019 by
approximately $4 million, resulting in consistent overall revenue versus a year ago. Grant revenue was
substantially behind 2019 at $26.3 million versus $62 million, which was expected due to the anomalous
1332 grant revenue received in 2019. Ceded lives to the program totaled 3,659 with 627 Discretionary
Cedes representing 18% of total lives and 3,032 Mandatory Cedes representing 82% of total lives.

III. CLAIMS: The MGARA program finished 2020 with total incurred claims of $69.1 million
representing a substantial reduction compared to 2019 incurred claims of $105 million. There was little
change in IBNR year over year with a slight increase from $14,900,000 in 2019 to $15,000,000 in 2020.

IV.  OPERATIONS: MGARA operations executed according to plan without any operational issues.
MGARA revised the program’s attachment points for 2020 from 90% of claims at $47,000 and 100% of
claims at $77,000 in 2019 to 90% of claims at $65,000 and 100% of claims at $95,000 for 2020. The
reinsurance premium remained at 90% of underlying premium and the Mandatory Ceding Conditions
remained the same as 2019. There is no change in attachment points, ceding premium or ceding conditions
for 2021.

V. OVERAL FINANCIAL POSITION AND PERFORMANCE: MGARA concluded 2020 with an
ending Net Position of $56 million, which is consistent with the Association’s surplus target of maintaining a
Risk Based Capital (RBC) Ratio of 900%. MGARA increased its target RBC Ratio in April 2020 due to the
uncertainty created by the proposed small group market merger, conversion to a retrospective program and
related impacts on MGARA’s operations and financial position. Attached hereto are the Association’s
Audited Financial Statements for the 12 months ended December 31, 2020. All information set forth therein
is incorporated herein by reference.
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CPAs & BUSINESS ADVISORS

Independent Auditor’s Report

To the Board of Directors
Maine Guaranteed Access Reinsurance Association
Portland, Maine

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of Maine
Guaranteed Access Reinsurance Association (the Association), a public corporation of the State of
Maine, as of and for the years ended December 31, 2020 and 2019, and the related notes to the
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Association as of December 31, 2020 and 2019, and the changes in financial
position and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 4 through 7 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing
the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying Schedule of Expenditures of Federal Awards is presented for purposes of additional
analysis as required by the audit requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance), and is not a required part of the financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the Schedule of Expenditures of Federal Awards is fairly stated in all material
respects in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 21, 2021
on our consideration of the Association’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the



effectiveness of the Association’s internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Association’s internal control over financial reporting and compliance.

é“’ ,(fm@ % o
Boise, Idaho

April 21, 2021



Maine Guaranteed Access Reinsurance Association
Management’s Discussion and Analysis
December 31, 2020 and 2019

As management of the Maine Guaranteed Access Reinsurance Association (the “Association”), we provide this
narrative overview and analysis of the change in net position of the Association for the years ended December
31, 2020 and 2019.

The Association officially commenced operations on January 1, 2012 but suspended its operations effective
January 1, 2014, and the final assessment was assessed in October of 2013. The Association re-initiated its
reinsurance program effective January 1, 2019 in accordance with its Amended and Restated Plan of Operation
dated January 1, 2019 approved by the Maine Bureau of Insurance in late December 2018. Because of this
situation, this overview does not provide an analysis of the changes between 2018 and 2019 as all of the
changes were due to the re-initiation of activity in 2019.

Financial Highlights

Total assets increased by $16,543,358 from $69,477,258 in 2019 to $86,020,616 in 2020.

Cash and cash equivalents increased by $31,057,013 from $11,430,928 in 2019 to $42,487,941 in 2020.
Investments decreased by $8,929,469 from $39,457,753 in 2019 to $30,528,284 in 2020.

Incurred claims decreased by $36,285,247 from $105,432,123 in 2019 to $69,146,876 in 2020.

e Net investment income was $270,310 and $478,931 in 2019 and 2020, respectively.

e Grant revenue decreased by $36,006,329 from $62,298,300 in 2019 to $26,291,971 in 2020.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Association’s annual financial
statements. The Association operates as a Maine non-profit corporation created pursuant to 24-A MRS Chapter
54-A and is reported in conformity with generally accepted accounting principles as applied to government units
as the Association is considered a public corporation of the State of Maine. The Association was created for the
sole purpose of providing a reinsurance program for the higher risk segment of Maine’s individual health
insurance market in order to reduce insurance costs in that market and assure availability of affordable health
insurance to residents of the State of Maine by providing reinsurance of a significant portion of the coverage
provided through individual health insurance policies offered by its Member Insurers.

The Association’s annual financial statements are comprised of two components, the basic financial statements
and the notes to the financial statements. This report also contains required supplementary information in
addition to the basic financial statements.

Financial Statements. The financial statements are designed to provide readers with a broad overview of the
Association’s finances, in a manner similar to a private-sector business. The statements of net position present
information on all of the Association’s assets and liabilities, with the difference reported as restricted net
position. The statements of revenues, expenses and changes in net position present information on all of the
Association’s revenues and expenses. Any excess or deficiency of revenues over expenses is reported as change
in net position. The statements of cash flows present information on cash flows provided by and used in
activities. The activities are classified into one of two categories: operating activities and investing activities.




Maine Guaranteed Access Reinsurance Association

Management’s Discussion and Analysis
December 31, 2020 and 2019

Notes to Financial Statements. The notes provide additional information that is essential to obtain a full
understanding of the data provided in the financial statements. The notes to the financial statements can be
found on pages 11 through 21 of this report.

Financial Analysis

2020 2019 2018
Assets
Cash and cash equivalents S 42,487,941 S 11,430,928 S 173,729
Premium receivable 5,357,263 4,939,020 -
Assessments receivable 7,436,904 7,014,514 -
Grant receivable - 6,453,627 -
Accrued interest receivable 210,224 181,416 18,060
Investments 30,528,284 39,457,753 4,496,150
86,020,616 69,477,258 4,687,939
Liabilities
Accounts payable 197,033 310,776 22,293
Claims payable 14,806,289 24,375,784 -
Estimated liability for claims incurred but
not reported 15,000,000 14,900,000 -
30,003,322 39,586,560 22,293
Restricted Net Position S 56,017,294 S 29,890,698 S 4,665,646

The Association’s assets are concentrated primarily in its cash and cash equivalents and investments, which
together represented 84.9% of the Association’s assets in 2020 and 73.2% in 2019. Cash and cash equivalents
increased by $31,057,013 from $11,430,928 in 2019 to $42,487,941 in 2020. The increase is due principally to
lower incurred claims. Investments decreased by $8,929,469 from $39,457,753 in 2019 to $30,528,284 in 2020.
The decrease is attributable largely to the timing of the Association’s conversion of cash to investments. Both
premium receivable and assessments receivable remained relatively stable year over year with an increase in
premium receivable of $418,243 from $4,939,020 in 2019 to $5,357,263 in 2020, and an increase in assessments
receivable of $422,390 from $7,014,514 in 2019 to $7,436,904 in 2020. The change in grant receivable from
$6,453,627 in 2019 to SO in 2020 is due to the more rapid timing of draws on the grant in 2020. There was a
reduction in claims payable at year end from $24,375,784 in 2019 to $14,806,289 in 2020 due to lower claims
incurred in 2020 compared to 2019. There was little change in IBNR year over year with a slight increase from
$14,900,000 in 2019 to $15,000,000 in 2020.



Maine Guaranteed Access Reinsurance Association

Management’s Discussion and Analysis

December 31, 2020 and 2019

2020 2019 2018
Operating Revenues
Premiums earned S 40,748,475 S 44,203,628 S -
Regular assessments 28,864,378 24,871,679 -
Less claims incurred (69,146,876) (105,432,123) -

465,977 (36,356,816) -

Operating Expenses 1,110,283 986,742 464,295

Loss from Operations (644,306) (37,343,558) (464,295)
Nonoperating Income (Expense)

Grant revenue 26,291,971 62,298,300 -

Interest income 1,022,610 321,884 98,641

Loss on investments (543,679) (51,574) (10,909)

26,770,902 62,568,610 87,732

Change in Net Position S 26,126,596 S 25,225,052 S (376,563)

The Association experienced a reduction in premiums earned of $3,455,153 from $44,203,628 in 2019 to
$40,748,475 in 2020 due principally to a decrease in ceded lives from member insurers. Regular assessments
increased $3,992,699 to $28,864,378 in 2020 vs. $24,871,679 in 2019. Management is studying the reason for
the increase. There was a substantial reduction of $36,285,247 in incurred claims for 2020 from $105,432,123 in
2019 to $69,146,876 in 2020. Management attributes the change to the reduction in ceded lives and under-
utilization of medical services due to the COVID-19 pandemic. The decrease in ceded lives is likely attributable in
part to the uptake in the State of Maine’s Medicaid expansion. There was little change in operating expenses
year over year with an increase of $123,541 in 2020 from $986,742 in 2019 to $1,110,283 in 2020. This change
is the result of an increase in professional fees and administrative costs due to the analysis and response to
proposed changes in the Association’s enabling legislation to expand the Association’s reinsurance program to
the small group market and convert the program to a retrospective reinsurance model from its current
prospective reinsurance model.

There was an increase in net position of $25,225,052 in 2019 and $26,126,596 in 2020. The increases were a
result of operating and non-operating revenues exceeding operating expenses.

Economic Factors and Next Year’s Results

Revenue: In 2021 revenue is expected to be down by an estimated $7,000,000 due to normalized assessment
revenue to 2019 levels and reduction in ceded life estimates from probability distribution and on individual
market premiums based on trends from URRT.

Expenses: Management expects an increase in claims incurred of approximately $10,000,000 due, in part, to a
return to normal utilization of medical services as the COVID-19 pandemic comes under greater control,
combined with some increase in morbidity and severity due to under-utilization of medical services in 2020 due
to the pandemic, as well as adjusting for trends from URRT.



Maine Guaranteed Access Reinsurance Association

Management’s Discussion and Analysis
December 31, 2020 and 2019

Change in Net Position: The Association is expecting to operate at essentially breakeven in 2021, resulting in no
change in net position and an ending surplus of $47 million, maintaining the Association’s Risk Based Capital
ratio at approximately 800%, which is slightly below the target level set by the Board of 900%.



Maine Guaranteed Access Reinsurance Association
Statements of Net Position
December 31, 2020 and 2019

2020 2019
Assets
Current Assets
Cash and cash equivalents 42,487,941 11,430,928
Premium receivable 5,357,263 4,939,020
Assessments receivable 7,436,904 7,014,514
Grant receivable - 6,453,627
Accrued interest receivable 210,224 181,416
Investments 30,528,284 39,457,753
86,020,616 69,477,258
Current Liabilities
Accounts payable 197,033 310,776
Claims payable 14,806,289 24,375,784
Estimated liability for claims incurred but not reported 15,000,000 14,900,000
Total current liabilities 30,003,322 39,586,560
Restricted Net Position 56,017,294 29,890,698
86,020,616 69,477,258

See Notes to Financial Statements




Maine Guaranteed Access Reinsurance Association

Statements of Revenues, Expenses, and Changes in Net Position
Years Ended December 31, 2020 and 2019

Operating Revenues
Premiums earned
Regular assessments
Less claims incurred

2020 2019

S 40,748,475 S 44,203,628

Excess (deficiency) of premiums and assessments

over (under) claims
Operating Expenses
Contracted management services
Professional fees
Interest and bank charges
Other administrative costs
Total operating expenses
Loss from Operations
Nonoperating Income (Expense)
Grant revenue
Interest income
Loss on investments
Total nonoperating income
Change in Net Position

Restricted Net Position, Beginning of Year

Restricted Net Position, End of Year

See Notes to Financial Statements

28,864,378 24,871,679
(69,146,876) (105,432,123)
465,977 (36,356,816)
870,081 836,820
187,258 121,306
10,177 8,163
42,767 20,453
1,110,283 986,742
(644,306) (37,343,558)
26,291,971 62,298,300
1,022,610 321,884
(543,679) (51,574)
26,770,902 62,568,610
26,126,596 25,225,052
29,890,698 4,665,646

S 56,017,294 S 29,890,698




Maine Guaranteed Access Reinsurance Association
Statements of Cash Flows
Years Ended December 31, 2020 and 2019

Operating Activities
Change in net position
Adjustments to reconcile change in net position to cash
from operating activities
Loss on investments
Interest income
Changes in assets and liabilities
Premium receivable
Assessments receivable
Grant receivable
Accounts payable
Claims payable
Estimated liability for claims incurred but not reported

Net Cash from Operating Activities
Investing Activities

Purchase of investments
Sale of investments

Interest received
Net Cash from (used for) Investing Activities
Net Change in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

See Notes to Financial Statements

2020

2019

S 26,126,596

S 25,225,052

543,679 51,574
(1,022,610) (321,884)
(418,243) (4,939,020)
(422,390) (7,014,514)
6,453,627 (6,453,627)
(113,743) 288,483
(9,569,495) 24,375,784
100,000 14,900,000
21,677,421 46,111,848
(112,578,898) (48,409,717)
120,964,688 13,396,540
993,802 158,528
9,379,592 (34,854,649)
31,057,013 11,257,199
11,430,928 173,729
$ 42,487,941 $ 11,430,928
10



Maine Guaranteed Access Reinsurance Association
Notes to Financial Statements
December 31, 2020 and 2019

Note 1- Principal Activity and Significant Accounting Policies
Organization

The Maine Guaranteed Access Reinsurance Association (the Association) is a Maine mutual benefit non-profit
corporation created pursuant to Titles 13-B and 24-A, Chapter 54-A of the Maine Revised Statutes on January 6,
2012. The members of the Association are Insurers that offer individual health plans and are actively marketing
individual health plans in the State of Maine. The Association, which is governed by an 11-member Board of
Directors (the Board) appointed by the Superintendent and Member Insurers as provided in the Association’s
Articles of Incorporation and Section 3953(2) of the Enabling Act.

The Association was created for the purpose of providing a reinsurance program for the higher risk segment of
Maine’s individual health insurance market in order to reduce insurance costs in that market and assure
availability of affordable health insurance to residents of the State of Maine by providing reinsurance of a
significant portion of the coverage provided through individual health insurance policies offered by its Member
Insurers. In the normal course of business, the Member Insurers seek to limit their exposure to loss on any single
insured and to recover a portion of losses paid by ceding reinsurance to the Association. In 2019, the Association
covered losses at 90% of claims paid between $47,000 and $77,000, and at 100% of claims paid in excess of
$77,000, net of amounts recoverable from a federal high cost risk pool. Starting in 2020, the Association covers
losses at 90% of claims paid at $65,000 of loss, and at 100% of claims paid in excess of $95,000 of loss, net of
amounts recoverable from a federal high cost risk pool.

The Association officially commenced operations on January 1, 2012. Premium collections and claims processing
began on July 1, 2012. The Association suspended its operations effective January 1, 2014, and the final
assessment was assessed in October of 2013. The Association re-initiated its reinsurance program effective
January 1, 2019 in accordance with its Amended and Restated Plan of Operation dated January 1, 2019
approved by the Maine Bureau of Insurance in late December 2018.

Basis of Presentation

As a public corporation created by State Code, the financial statements of the Association have been prepared in
conformity with generally accepted accounting principles (GAAP as applied to government units). The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles.

The Association is an enterprise fund, which is a proprietary fund type. Proprietary funds are accounted for on a
flow of economic resources measurement focus. With this measurement focus, all assets and all liabilities
associated with the operation of these funds are included on the statement of net position. Proprietary fund
type operating statements present increases (e.g., revenues) and decreases (e.g., expenses) in net total position.
The accrual basis of accounting is utilized by proprietary fund types. Under this method, revenues are recorded
when earned and expenses are recorded at the time liabilities are incurred.

Cash and Cash Equivalents
For purposes of the statement of cash flows, the Association considers all cash and cash equivalents with an

original maturity of three months or less as cash and cash equivalents.
11



Maine Guaranteed Access Reinsurance Association
Notes to Financial Statements
December 31, 2020 and 2019

Investments

Investments consist of corporate bonds, commercial paper, U.S. Treasury securities, and traded certificates of
deposit. Investments are measured at fair market value.

Financial Instruments and Credit Risk

The Association manages deposit concentration risk by placing cash, money market accounts, and certificates of
deposit with financial institutions believed by management to be creditworthy. At times, amounts on deposit
may exceed insured limits or include uninsured investments in money market mutual funds. Investments are
made by diversified investment managers whose performance is monitored by management and the Investment
Committee of the Board of Directors. Although the fair values of investments are subject to fluctuation on a
year-to-year basis, management and the Investment Committee believe that the investment policies and
guidelines are prudent for the long-term welfare of the Association.

Assessments and Premiums

The Board assessed each Insurer a one-time organizational assessment of $500 per Insurer in 2019. On an
annual basis, the Board assesses each Insurer an amount not to exceed $4 per month per Covered Person
resident in the State of Maine enrolled in Medical Insurance, reinsured or administered by the Insurer. In
addition to the organizational and regular assessments, the Board may assess Insurers an amount not to exceed
S2 per month per Covered Person enrolled in Medical insurance insured to cover any net loss incurred.

The premiums in the financial statements only reflect the premiums ceded by the carriers to the Association for
the reinsurance. The Board determines the reinsurance premium, the attachment points, and the list of medical
conditions for which ceding is mandatory.

Revenue and Revenue Recognition

Premium revenue and assessments are recognized when earned. The Association’s federal grant is received on a
reimbursement basis. Amounts received are recognized as revenue when the Association has incurred
expenditures in compliance with specific grant provisions. Amounts received prior to incurring qualifying
expenditures are reported as refundable advances in the statements of net position.

Investment Income and Gains

Investment income and gains are reported as increases in net position.

Investment securities, in general, are exposed to various risks, such as interest rate, credit, and overall market
volatility. Due to the level of risk associated with certain investment securities, it is at least reasonably possible

that changes in the near-term could materially affect account balances and the amounts reported in the
accompanying financial statements.

12



Maine Guaranteed Access Reinsurance Association
Notes to Financial Statements
December 31, 2020 and 2019

Estimates

Management uses estimates and assumptions in preparing financial statements. Those estimates and
assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities, and reported revenues and expenses. Significant estimates used in preparing the financial statements
include those assumed in determining the accrued liability for claims incurred but not reported. It is at least
reasonably possible that the significant estimates used will change within the next year.

Income Taxes and Uncertainty

It is management’s position that the Association is a non-profit tax-exempt organization under 501(c)(4) of the
Internal Revenue Code (IRC). The Association received a letter from the Internal Revenue Service dated October
8, 2015, confirming approval of the tax-exempt status effective June 27, 2012.

Management believes that the Association has appropriate support for any tax positions taken affecting its
annual filing requirements, and as such, does not have any uncertain tax positions that are material to the
financial statements. Management would recognize future accrued interest and penalties related to
unrecognized tax benefits and liabilities in income tax expense if such interest and penalties are incurred.

Note 2 - Cash Deposits

As of December 31, 2020 and 2019, the book balance of deposits was $17,490,941 and $11,430,928,
respectively, and the bank balance was $17,490,941 and $11,493,928, respectively.

Of the 2020 bank balance, $250,000 was covered by FDIC insurance and $17,240,941 was uninsured and
uncollateralized. Of the 2019 bank balance, $250,000 was covered by FDIC insurance and $11,180,928 was
uninsured and uncollateralized.

The Association also had cash equivalents with a book balance of $24,997,000 as of December 31, 2020. These
cash equivalents are invested in fixed income commercial paper purchased within 3 months of maturity and
held in the Association’s name.

Note 3 - Investments and Fair Value Measurements

The goal of the Association’s investment policy is to provide cash flow necessary to support the Association’s
reinsurance program and enhance the capital base of the Association. The objective of the investment policy is
to provide liquidity required to satisfy the Association’s reinsurance reimbursement obligations and operate its
reinsurance program; preserve all funds held by the Association in an investment capacity so as to minimize
principal risk; earn a rate of return commensurate with the first two objectives; employ multiple asset classes to
allow for prudent diversification and the resultant lowering of return volatility; and conform with all federal and
state regulations governing the investments of such funds.

13



Maine Guaranteed Access Reinsurance Association
Notes to Financial Statements
December 31, 2020 and 2019

Investment types authorized by the Association’s investment policy are as follows:

Certificates of Deposit at insured financial institutions;

Money market funds that invest in government backed securities;

Interest bearing deposit accounts of insured financial institutions;

Investment grade direct obligations of the U.S., State or Municipal Governments, their agencies and
instrumentalities (i.e., rated BBB/Baa or above);

Commercial Paper rated A-1/P-1 by Standard & Poors and Moody's;

Commercial Paper backed by bank letters of credit where the long-term letter of credit rating is rated at
least double A (AA, Aa) by one rating service;

Variable rate notes where the minimum rating is A-1/P-1;

Corporate notes with a minimum rating of investment grade (BBB) by Moody’s or Standard & Poors rating
services which have a current rating on the issuer;

Equity investments are not allowed.

At December 31, 2020, the Association’s investment balances were as follows:

Fair Value Cost
Cash Equivalents
Commercial paper S 24,997,000 S 24,994,425
Investments
Commercial paper S 9,999,426 S 9,946,383
Corporate bonds 20,528,858 20,530,351

S 30,528,284 S 30,476,734

At December 31, 2019, the Association’s investment balances were as follows:

Fair Value Cost
Investments
Commercial paper S 12,946,516 S 12,908,228
Traded certificates of deposit 1,254,882 1,250,000
U.S. Treasury securities 2,497,175 2,478,858
Corporate bonds 22,759,180 22,762,440

$ 39,457,753 S 39,399,526
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Maine Guaranteed Access Reinsurance Association
Notes to Financial Statements
December 31, 2020 and 2019

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in the market will adversely impact the fair value of an investment.
Generally, the longer the maturity of an investment the greater the sensitivity of its fair value to changes in
market interest rates. The Association manages its exposure to interest rate risk by purchasing short-term
investments to maintain the proper amount of liquidity to meet its obligations. The Association’s policy does not
define the maximum weighted average maturity of the investment pool.

Information about the sensitivity of the fair values of the Association’s investments to market interest rate
fluctuations is provided by the following schedules that show the distribution of the Association’s investments

by maturity.

The distribution of the Association’s investments by maturity as of December 31, 2020 is as follows:

Less Than 1
Fair Value Year 1-2 Years 2-5 Years
Investment Type
Commercial paper S 34,996,426 S 34,996,426 S - S -
Corporate bonds 20,528,858 16,487,698 4,041,160 -
Total S 55,525,284 S 51,484,124 S 4,041,160 S -

The distribution of the Association’s investments by maturity as of December 31, 2019 is as follows:

Less Than 1
Fair Value Year 1-2 Years 2-5 Years
Investment Type

Commercial paper S 12,946,516 S 12,946,516 S - S -
Traded certificates of deposit 1,254,882 - 1,254,882 -
Corporate bonds 22,759,180 21,507,100 751,430 500,650
U.S. Treasury 2,497,175 N/A N/A N/A

Total S 39,457,753 S 34,453,616 S 2,006,312 S 500,650
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Maine Guaranteed Access Reinsurance Association
Notes to Financial Statements
December 31, 2020 and 2019

Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investment. This is measured by the assignment of a rating by a nationally recognized statistical rating
organization. The Association’s investment policy requires the overall weighted average quality of the aggregate
fixed income portfolio to be A or higher. As of December 31, 2020 and 2019, all investments are in compliance
with the rating policy.

Concentration of Credit Risk

The Association’s investment policy does not limit the amount that can be invested in any one issuer. The
Governmental Accounting Standards Board has adopted a principle that governments should provide note
disclosure when five percent of the total entity’s investments are concentrated in any one issuer. As of
December 31, 2020, the Association had investments in three (3) issuers of commercial paper that were 18%,
18% and 27% of the total investment portfolio and had investments in four (4) issuers of corporate bonds that
were 5%, 5%, 11% and 11% of the total investment portfolio. As of December 31, 2019, the Association had
investments in two (2) issuers of commercial paper that were 16% and 16% of the total investment portfolio and
had investments in four (4) issuers of corporate bonds that were 5%, 6%, 15% and 24% of the total investment
portfolio.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, a
government will not be able to recover its deposits or will not be able to recover collateral securities that are in
possession of an outside party. The custodial credit risk for investments is the risk that in the event of the failure
of the counterparty (e.g. broker-dealer) to a transaction, a government will not be able to recover the value of
its investment or collateral securities that are in the possession of another party. The Association does not have
a policy restricting the amount of deposits and investments subject to custodial credit risk.

The Association minimizes exposure to custodial credit risk by requiring that investments, to the extent possible,
be identified as to the Association’s ownership and be held in the Association’s name. All investments are held in
custody by KeyBanc Capital Markets in the Association’s name.

Fair Value

Certain assets are reported at fair value in the financial statements. Fair value is the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction in the principal, or most advantageous,
market at the measurement date under current market conditions regardless of whether that price is directly
observable or estimated using another valuation technique. Inputs used to determine fair value refer broadly to
the assumptions that market participants would use in pricing the asset or liability, including assumptions about
risk. Inputs may be observable or unobservable. Observable inputs are inputs that reflect the assumptions
market participants would use in pricing the asset or liability based on market data obtained from sources
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Maine Guaranteed Access Reinsurance Association
Notes to Financial Statements
December 31, 2020 and 2019

independent of the reporting entity. Unobservable inputs are inputs that reflect the reporting entity’s own
assumptions about the assumptions market participants would use in pricing the asset or liability based on the
best information available. A three-tier hierarchy categorizes the inputs as follows:

Level 1 — Quoted prices (unadjusted) in active markets for identical assets or liabilities that can be
accessed at the measurement date.

Level 2 — Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly or indirectly. These include quoted prices for similar assets or liabilities in active
markets, quoted prices for identical or similar assets or liabilities in markets that are not active, inputs
other than quoted prices that are observable for the asset or liability, and market-corroborated inputs.

Level 3 — Unobservable inputs for the asset or liability. In these situations, inputs are developed using
the best information available in the circumstances.

In some cases, the inputs used to measure the fair value of an asset or a liability might be categorized within
different levels of the fair value hierarchy. In those cases, the fair value measurement is categorized in its
entirety in the same level of the fair value hierarchy as the lowest level input that is significant to the entire
measurement. Assessing the significance of a particular input to the entire measurement requires judgment,
taking into account factors specific to the asset or liability. The categorization of an asset within the hierarchy is
based upon the pricing transparency of the asset and does not necessarily correspond to our assessment of the
quality, risk, or liquidity profile of the asset or liability.

All the Association’s investment assets are classified within Level 2. The certificates of deposit and commercial
paper are classified within Level 2 as they are traded on an active market and have quoted prices. The fixed
income securities are valued by the custodians of the securities using pricing models based upon credit quality,
time to maturity, stated interest rates and market rate assumptions, and are classified within Level 2.

The following table sets forth by level, within the fair value hierarchy, the Association’s investments at fair value
as of December 31, 2020:

2020
(Level 1) (Level 2) (Level 3) Total
Commercial paper S - S 9,999,426 S - S 9,999,426
Corporate bonds - 20,528,858 - 20,528,858
- 30,528,284 - 30,528,284
Short-term commercial paper - 24,997,000 - 24,997,000

Total assets at fair value S S 55,525,284

A%
1

$ 55,525,284

As of December 31, 2020, the Association had $24,997,000 of commercial paper with maturities of three
months or less. These have been classified as cash equivalents.
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Maine Guaranteed Access Reinsurance Association
Notes to Financial Statements
December 31, 2020 and 2019

The following table sets forth by level, within the fair value hierarchy, the Association’s investments at fair value
as of December 31, 2019:

2019
(Level 1) (Level 2) (Level 3) Total
Commercial paper S - S 12,946,516 S - S 12,946,516
Certificates of deposit - 1,254,882 - 1,254,882
Corporate bonds - 22,759,180 - 22,759,180
U.S Treasury Stock - 2,497,175 - 2,497,175
Total assets at fair value S - S 39,457,753 S - S 39,457,753

Note 4 - Assessments Receivable/Offset of Future Revenues

As defined by the Association’s Plan of Operations, if assessments and other receipts exceed the actual net
losses, the excess funds must be held in an interest-bearing account or otherwise invested in accordance with
the Association’s Investment Policy to offset future losses or reduce reinsurance premiums. As of December 31,
2020 and 2019, there was $56,017,294 and $29,890,698, respectively, available to offset future losses.

Note 5- Provisions for Unpaid Claims and Claims Administration

In accordance with accounting principles generally accepted in the United States of America for insurance
companies, the Association estimates its liability for claims that were incurred before year end, but for which
payment will not be made until after year end. The estimate is based on information concerning incurred but
not reported claims provided by the insurance companies which are currently participating in the Association.
The Association’s Board of Directors monitors the estimates with assistance from actuarial consultants, and the
necessary adjustments are reflected in current operations. As of December 31, 2020 and 2019, the provision for
unreported and unpaid claims for the Association was $15,000,000 and $14,900,000, respectively. Differences
between actual and estimated claims are charged to operations in the year that the differences, if any, become
known.
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Maine Guaranteed Access Reinsurance Association
Notes to Financial Statements
December 31, 2020 and 2019

The following represents the changes in the provision for unreported and unpaid claims for the years ended
December 31, 2020 and 2019:

2020 2019
Unpaid losses and loss adjustment expenses, beginning of year S 14,900,000 S -
Incurred losses and loss adjustment expenses
Provision for insured events of the current year 75,974,240 105,432,123
Decrease in provision for insured events of prior year (6,827,364) -
Total incurred losses and loss adjustment expenses 69,146,876 105,432,123
Payments
Losses and loss adjustment expense attributable
to insured events of the current year 60,974,239 90,532,123
Losses and loss adjustment expense attributable
to insured events of the prior year 8,072,637 -
Total payments 69,046,876 90,532,123
Unpaid losses and loss adjustment expenses, end of year S 15,000,000 S 14,900,000

The provision for incurred losses and loss adjustments decreased during the year ended December 31, 2020, and
increased for the year ended December 31, 2019. The change is primarily due to unanticipated developments
during the year on losses incurred from previous years, and the corresponding change in the actuarial estimates
of ultimate liabilities for incurred claims from those years.

Note 6 - Management Contract

Effective January 1, 2019, the Association entered into an administrative agreement with River 9 Consulting, Inc.
(River 9). This agreement stipulates a flat monthly fee of $3,446 per month and $9.82 per member per month.
The rates increase 2.5% each year starting January 1, 2020 for the duration of the contract.

The management service expense for the years ended December 31, 2020 and 2019, was $608,103 and

$659,315, respectively, of which $171,222 and $235,935 was payable at December 31, 2020 and 2019,
respectively.
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Maine Guaranteed Access Reinsurance Association
Notes to Financial Statements
December 31, 2020 and 2019

Note 7 - Insurance/Risk Management

The Association is exposed to various risks of loss related to tort claims as well as errors and omissions by
employees. The Association is covered through commercial insurance purchased by River 9 to the extent of its
employees’ involvement with the Association. Current insurance coverage is summarized as follows:

Individual Claims S 1,000,000
Aggregate Claims S 3,000,000

Note 8 - Affordable Care Act and Section 1332 Waiver

The following is a brief summary of the circumstances relating to the temporary suspension of the operations of
the Association and authorization of resumption of operations as of January 1, 2019:

The Association was established pursuant to an act of the Maine State Legislature. The Association’s original
Plan of Operation was adopted effective June 12, 2012 (“Original Plan”) and the Association operated its
reinsurance program during the period July 1, 2012 through December 31, 2013. Pursuant to legislative action,
effective January 1, 2014, the Association’s operations were suspended during the pendency of the transitional
reinsurance program instituted pursuant to Section 1341 of the Patient Protection and Affordable Care Act
(“Federal Program”) in order to avoid redundancy with the Federal Program. Pursuant to such suspension, the
Association filed an Amended Plan of Operation with the Superintendent of Insurance on June 5, 2014 pursuant
to 24-A M.R.S. Section 3962, which required the Association to file with the Superintendent for approval of an
Amended Plan of Operation (“Suspension Plan”) within 6 months following the implementation of the Federal
Program.

On July 30, 2018, the State of Maine received approval from the United States Department of Health & Human
Services, Centers for Medicare & Medicaid Services (“CMS”) of its Application for State Innovation Waiver under
Section 1332 of the Patient Protection and Affordable Care Act (“Section 1332 Waiver Application”). On August
21, 2018 the State of Maine accepted the Section 1332 Waiver by executing and delivering to CMS the Specific
Terms and Conditions of the Section 1332 Waiver (“STCs”). The Section 1332 Waiver Application and the STCs
are collectively referred to as the “Section 1332 Waiver.”

On August 18, 2018, the Association’s Board approved the re-initiation of Association operations as of January 1,
2019, and the submission of an Amended and Restated Plan of Operation for approval by the Maine
Superintendent of Insurance. On November 30, 2018, CMS confirmed in a letter to the Maine Superintendent of
Insurance the estimated amount of Section 1332 pass-through funding to the State of Maine for use in operating
the Association’s reinsurance program at $65,270,675. The Association’s Amended and Restated Plan of
Operation was submitted to and approved by the Superintendent of Insurance in December 2018. The
Association received $26,291,971 and $62,298,300 as of December 31, 2020 and 2019, respectively.
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Maine Guaranteed Access Reinsurance Association
Notes to Financial Statements
December 31, 2020 and 2019

Note 9 - Uncertainties

The general economy has been negatively impacted by the effects of the world-wide coronavirus pandemic. The
Association is closely monitoring its operations and is actively working to minimize the current and future impact
of this unprecedented situation. As of the date of issuance of the financial statements, the Association has not
experienced a major detrimental impact, however, given the current economic climate, there are risks and
uncertainties related to this matter.
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CPAs & BUSINESS ADVISORS

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements Performed in Accordance with Government
Auditing Standards

To the Board of Directors
Maine Guaranteed Access Reinsurance Association
Portland, Maine

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States, the financial statements of Maine Guaranteed
Access Reinsurance Association (the Association), a public corporation of the State of Maine, and the
related notes to the financial statements, and have issued our report thereon dated April 21, 2021.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Association's
internal control over financial reporting (internal control) as a basis for designing audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Association’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Association’s
internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in
the preceding paragraph and was not designed to identify all deficiencies in internal control over
financial reporting that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that have not been identified. However, as described in
the accompanying schedule of findings and questioned costs, we identified a certain deficiency in
internal control that we consider to be a significant deficiency.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented or detected and corrected on a
timely basis. We did not identify any deficiencies in internal control that we consider to be material
weaknesses.

What inspires you, inspires us. | eidebailly.com
877 W. Main St., Ste. 800 | Boise, ID 837025858 | T208.344.7150 | F 208.344.7435 | EOE
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EideBailly.

CPAs & BUSINESS ADVISORS

Independent Auditor’s Report on Compliance for the Major Federal Program; Report on Internal
Control over Compliance Required by the Uniform Guidance

To the Board of Directors
Maine Guaranteed Access Reinsurance Association
Portland, Maine

Report on Compliance for the Major Federal Program

We have audited Maine Guaranteed Access Reinsurance Association’s (the Association) compliance with
the types of compliance requirements described in the OMB Compliance Supplement that could have a
direct and material effect on the Association’s major federal program for the year ended December 31,
2020. The Association’s major federal program is identified in the summary of auditor’s results section
of the accompanying schedule of findings and questioned costs.

Management’s Responsibility
Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on the compliance for the Association’s major federal
program based on our audit of the types of compliance requirements referred to above. We conducted
our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code
of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance
require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct
and material effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about the Association’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major
federal program. However, our audit does not provide a legal determination of the Association’s
compliance.

Opinion on the Major Federal Program

In our opinion, the Association complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on its major federal
program for the year ended December 31, 2020.

What inspires you, inspires us. | eidebailly.com
877 W. Main St., Ste. 800 | Boise, ID 837025858 | T208.344.7150 | F 208.344.7435 | EOE

24



S¢

120C ‘T |Mdy
oyep| ‘asiog

%77W°’?

*9sodund Jayio Aue Joj a1gens jou s| Jodau siy3 ‘Aj3uiploddy ‘adueping wJioiun ay3
10 syuswauinbau ayy uo paseq 3ul1sal 1Byl JO S1|NSaJ Y1 pue dduel|dwod JSA0 |0JIU0D [eutul JO Sullsa)
Jno jo 2dods ay3 9q14asap 03 A|9|0s S| ouel|dwod JSA0 [043U0ID [euddlul uo Jodad siyy Jo asodiund syl

"Pa1J1IUAPI U] 10U dABY JBY] 1SIXd ABW S9SSIUMBAM |elidlew

‘J9AIMOH "SSSIUMEAM [BLI91BW B 0} JOPISUOD dM Y} ddUel|dWO0d JAAO [0JIUOD |BUIIIUI Ul SIIDUSIDIIP
Aue Aj1auapl jou pIp 9\ “S210UBID1JAP JUBDIHUSIS JO SISSAUNEIM |BlIDIBW 3] IYSIW 1eyl ddueljdwod

JAAO |0J3UOD |BUIDIUL Ul SBIDUIDIAP ||B Ajlaudpl 01 pausisap 10U SeM pue uoi3as sy} jo ydeiSesed

3541} @Y1 Ul paql4sap asodind paliwi| aY3 Jo4 Sem duel|dwod JIAO |0JIUO0I [BUIDIUI JO UOIIBIIPISUOD UINO

*9d0UeuJanod yim pasdieyd asoyl Aq uonjuane

149w 01 y3nous juepodwi 394 ‘@aueldwod JSA0 [0JIUOI [BUJDIUL Ul SSDUNEIM [B1IDIBW B UBY) SIDAS SSI)
SI 1eyl wesdoud |esapay e Jo Juswalinbal sdueldwod Jo 3dA) e yjim soueldwod J9AO0 |0JIUOD [BUJDIUL Ul
‘S910UIIIIP 4O UOIIRUIqUIOD B JO ‘ADUBIDIBP B S| oUDI|dUWOI JIAO0 |043UO0I [pUIARUI Ul ADU3IdIfap JupILfiubis
v 'siseq Ajswi} B UO ‘Pa3D3440D pue Pa3IABP JO ‘PIIUaA3Id 3q 10U ||IM wesSoud |esapay e Jo Juswalinbau
9oueldwod jo adAl e yum souejdwoduou |elda3ew eyl Ajljiqissod sjqeuoseal e s| 3439Y3 1ey}

yons ‘@aueljdwod JOAO [0JIUOD [BUIDIUI U] ‘SDIDUIIDISP JO UOI1RUIqWOD B JO ‘AduUBIdIap € SI daupljdwod
43N0 [041U0D [DUIIIUI U] SSIUNDIM [DLI1bW / *Siseq Ajawil e uo wea3oud [esopay e Jo Juswalinbau
oueldwod jo adAl e yum Sdue|dwoduOoU ‘1994102 pue 19333p JO ‘QU3A3Jd 0] ‘Suolldouny paudisse

J19Y1 SujwJ0443d 40 3S4N0D [eWJOU 3y} Ul ‘s9dA0|dwa Jo JudwWadeuew Moj|e 30U S90p dueljdwod

JOAO0 |043U0D e JO uollesado 40 U3ISOP Y} UBYM SISIXD 92UDI|dWOoId J3AO [043U0I [DUIAUI Ul ADUSIDIfap v

*9ouel|dwod JOAO |0JIU0D |BUIDIUI S,UOIIRID0SSY BY] JO SSDUDAINIDLD dY1

uo uojuido ue ssaudxa Jou op am ‘A|3uIpJ02dYy ‘dduel|dWOod JBAO |043UOD |BUIDIUI JO SSDUDAIIIDYS dY) UO
uojuido ue 3ujssaldxa Jo asodund ay3 4o} 10U INQ ‘DIUBPIND WIOHUN 3Y] Y3IM dduepiodde uj dueljdwod
J9AO0 |0J3U0D [euUJIUI UO JJ0dal puk 159) 0] pue weidoud |esopay Jolew ay) 4oy sdueldwod uo uoluido

ue 3uissatdxa Jo asodind ay3 404 S93URISWNII 3y} Ul 3lelidosdde ale jeyy sainpadouad Sunipne ay;
aulwJia1ep 01 wes3oud |esapay Jofew ayl UO 109449 |elddlewW pue 12341p e dABY PN jey] Suawalinbal
40 sadA1 ay1 yum aoueljdwod JSAO0 |0J1UO0I [BUIIIUL S,UOIIBIDOSSY SY] PaJapISUod am ‘soueljdwod Jo 1pne
Jno SujwJioad pue 3uiuue|d u| ‘SA0ge 0} PaJJ3434 SIUSWAIINbaJ Sdueldwod ay3 yum adueldwod J9A0
[0J43U0D |eUJBLUI BAI1I3Y)3 Sululelulew pue 3ulysijgelss Joj a|qisuodsal SI UoI1eId0SSY ay3 JO Juswadeue|n|
9suejjdwo) J9A0 |041U0) |eUISIU| UO J0daY



Maine Guaranteed Access Reinsurance Association

Schedule of Expenditures of Federal Awards
Year Ended December 31, 2020

Pass-Through

Federal Entity
Federal Grantor/Pass-Through CFDA Identifying
Grantor/Program or Cluster Title Number Number Expenditures
Department of Health and Human Services
Centers for Medicare & Medicaid Services
State Innovation Waiver 93.423 n/a S 26,291,971

S 26,291,971

See Notes to Schedule of Expenditures of Federal Awards 26



Maine Guaranteed Access Reinsurance Association

Notes to Schedule of Expenditures of Federal Awards
Year Ended December 31, 2020

Note 1 - Basis of Presentation

The accompanying schedule of expenditures of federal awards (the schedule) includes the federal award activity
of the Maine Guaranteed Access Reinsurance Association (the Association) under programs of the federal
government for the year ended December 31, 2020. The information is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the schedule presents only
a selected portion of the operations of the Association, it is not intended to and does not present the financial
position, changes in net assets, or cash flows of the Association.

Note 2 - Summary of Significant Accounting Policies

Expenditures reported in the schedule are reported on the cash basis of accounting. When applicable, such
expenditures are recognized following the cost principles contained in the Uniform Guidance, wherein certain
types of expenditures are not allowable or are limited as to reimbursement. No federal financial assistance has
been provided to a subrecipient.

Note 3 - Indirect Cost Rate

The Association does not draw for indirect administrative expenses and has not elected to use the 10% de
minimis cost rate.
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Maine Guaranteed Access Reinsurance Association

Schedule of Findings and Questioned Costs

December 31, 2020

Section | - Summary of Auditor's Results

FINANCIAL STATEMENT

Type of auditor's report issued
Internal control over financial reporting:
Material weaknesses identified
Significant deficiencies identified not considered
to be material weaknesses

Noncompliance material to financial statements noted?

FEDERAL AWARDS

Internal control over major program:
Material weaknesses identified
Significant deficiencies identified not considered
to be material weaknesses

Type of auditor's report issued on compliance
for major programs:

Any audit findings disclosed that are required to be reported

in accordance with Uniform Guidance 2 CFR 200.516:
Identification of major programs:

Name of Federal Program

State Innovation Waiver

Dollar threshold used to distinguish between type A
and type B programs

Auditee qualified as low-risk auditee?

Unmodified

No
Yes

No

No

None Reported

Unmodified

No

CFDA Number

93.423

$788,759

No
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Maine Guaranteed Access Reinsurance Association
Schedule of Findings and Questioned Costs
December 31, 2020

Section Il - Financial Statement Findings

2020-001

Financial Statement Preparation
Significant Deficiency in Internal Control

Criteria:

Management should have an internal control system in place designed to provide for
the presentation of the financial statements being audited. This also includes the ability
to prepare the footnote disclosure required by the Governmental Accounting Standards
Board (GASB).

Condition:

The Association does not have an internal control system designed to provide for the
preparation of the financial statements and related financial statement disclosures being
audited. In conjunction with the completion of our audit, we were requested to draft the
financial statements, accompanying notes to those financial statements, and the schedule
of expenditures of federal awards. Although this circumstance is not unusual for an
organization of your size, the preparation of financial statements as a part of the audit
engagement may result in financial statements and related information included in
financial statement disclosures not being available for management purposes as timely as
it would be if prepared by Association personnel. It is the responsibility of management
and those charged with governance to determine whether to accept the risk associated
with this condition because of cost or other considerations.

Cause:
The size of the Association and the limited number of accounting personnel makes it difficult
to implement this level of internal control.

Effect:
Management must rely on the auditing firm to report financial data reliably in accordance
with generally accepted accounting principles.

Recommendation:

Management and those charged with governance should make the decision whether to
accept the degree of risk associated with this condition because of cost or other
consideration.

View of Responsible Officials:

The Board of Directors and management accept the degree of risk associated with this
condition because of cost and/or other considerations.
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Maine Guaranteed Access Reinsurance Association

Schedule of Findings and Questioned Costs
December 31, 2020

Section Il - Federal Award Findings and Questioned Costs

None Reported
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