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Alaska State Legislature
Sonalor Drue Ponrco, Chair
Senator Virginia Collins, Vice Chair 
Senator Dick Eliason 
Senator Rick Halford 
Senator Jay Korltula

SENATE LABOR AND COMMERCE 
COMMITTEE

WHILE IN JUNEAU 
P.O BOX V
JUNEAU, ALASKA 99811 
(907) 465-384/)

3111 C STREET, SUITE 150 
ANCHORAGE, ALASKA 99504 
(90/) 561-2018

TO: S e n a t o r  R i c k  H a l f o r d ,  C h a i r
S e n a t e  J u d i c i a r y  C o m m i t t e e  ,—

FR OM: S e n a t o r  D r u e  P e a rce, C h a i r ^ T  ^
S e n a t e  L a b o r  & C o m m e r c e  ^ - ^ ' £ 3 C L S u z u <____

RE: S B  212 - M I C A

DATE: A p r i l  19, 19 9 1

S e n a t e  B i l l  212, r e l a t i n g  t o  t h e  M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  of 
A l a s k a ,  w a s  m o v e d  f r o m  t h e  S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e  on 
A p r i l  3rd.

T h i s  l e g i s l a t i o n ,  s p o n s o r e d  b y  t h e  S e n a t e  L a b o r  & C o m m e r c e  at  t h e  
r e q u e s t  o f  t h e  D i v i s i o n  of I n s u r a n c e ,  r e m o v e s  f r o m  s t a t u t e  
p r o v i s i o n s  t h a t  p e r t a i n  t o  MICA, a n  e n t i t y  t h a t  t h e  s t a t e  n o  
l o n g e r  owns. T h i s  l e g i s l a t i o n  a l s o  c l a r i f i e s  r e s p o n s i b i l i t y  for 
t h e  f i l i n g  o f  f e d e r a l  t a x  r e p o r t s .

I u r g e  y o u  t o  s c h e d u l e  t h i s  b i l l  f o r  a h e a r i n g  a t  y o u r  
c o m m i t t e e ' s  e a r l i e s t  c o n v e n i e n c e .

T h a n k  you.

D P :r r m



S E N A T E  C O M M I T T E E  R E P O R T  
j f ^ R S T  COMMITTEE OF R E F E R S / '

D A T E :  3 / 1 8 / 9 1 F U R T H E R :  J u d i c i a r y

D a t e  o f  5 - D a y  N o t i c e :
(in a c c o r d a n c e  w i t h  U n i f o r m  R u l e  23)

L & C  C o m m i t t e e  c o n s i d e r e d  S B  212

M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  of A l a s k a ;  efd.

D A T E  T U R N E D  
I N T O  O F F I C E :

a n d  r e c o m m e n d e d :

[ ] r e p l a c e  w i t h CS

[ ] a t t a c h e d  a m e n d m e n t ( s )

[ ] ______________________________

[ ] d o  p a s s

[ ] d o  n o t  p a s s

[ ] n o  r e c o m m e n d a t i o n

[ i ^ i n d i v i d u a l  r e c o m m e n d a t i o n s

[ ] f u r t h e r  r e f e r r a l  t o  ________

[ ] s a m e  t i t l e  
r 1 n e w  t i t l e

l e t t e r  o f  i n t e n t  a d o p t e d

A T T A C H E S  N E W  F I S C A L  N O T E ( S ) :
D e p a r t m e n t ( s ) / D a t e :

[ ] f i s c a l  n o t e ( s )  ___________________

D e p a r t m e n t (s )/ D a t e : 

[ i s f  z e r o  f i s c a l  n o t e(s) z / ^ o ; c V

[ ] a p p r o p r i a t i o n - n o  f i s c a l  n o t e [ ] G o v e r n o r ' s  b i l l  w / f i s c a l  n o t e

S I G N I N G  D O  P A SS: O T H E R  R E C O M M E N D A T I O N S :

A J d
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£ S B  2 1 2 :  "A n  A c t  r e l a t i n g  to  t h e  M e d ic a l  I n d e m n i ty  C o r p o r a t io n  o f
A la s k a ;  a n d  p ro v id in g  fo r  a n  e f f e c t iv e  d a te ."

T h e  d e p a r t m e n t  i s  in  f a v o r  o f  t h i s  l e g is la t io n .  D u e  to  t h e  s a le  o f  t h e  M e d ic a l  
I n d e m n i ty  C o r p o r a t io n  o f  A la s k a  (M IC A ) on  J a n u a r y  1 , 1 9 9 1 , t h e  n e e d  fo r  a n  
i n s u r a n c e  m e c h a n is m  u n d e r  s t a t e  s t a t u t e  fo r  m e d ic a l  p r o v id e r s  is  n o n e x is te n t .  
T h e  m a r k e t  t h a t  h a s  p u r c h a s e d  M IC A  b u s in e s s  w i l l  b e  p ro v id in g  c o v e ra g e  to  t h e  
f o rm e r  i n s u r e d s  o f  M IC A .

D a te :

, C o m m is s io n e r

G A O /D  W /d g l9 1 9 8 D -3  
0 3 2 0 9 1 a

'Y&zl h m *



A L A S K A  STATE

H o s p i t a l  &  N u r s i n g  H o m e

ASSOCIATION
A p r i l  29, 19 9 1

S e n a t o r  R i c k  H a l f o r d ,  
J u d i c i a r y  C o m m i t t e e  
A l a s k a  S t a t e  S e n a t e  
C a p i t o l  B u i l d i n g  
J u n e a u ,  A K  9 9 811

C h a i r

Re: S u p p o r t  S B  212, M I C A  D i s s o l u t i o n

De a r  S e n a t o r  H a l f o r d  a n d  M e m b e r s
o f  t h e  S e n a t e  J u d i c i a r y  C o m m i t t e e :

T h e  A l a s k a  S t a t e  H o s p i t a l  and N u r s i n g  H o m e  A s s o c i a t i o n  a

w o u l d  l i k e  to o f f e r  its s u p p o r t  of S B  212, a l l o w i n g  for [{
the r e p e a l  of s t a t u t e s  c r e a t i n g  t h e  M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  
of A l a s k a  (MICA) . £

T h e  A s s o c i a t i o n  a n d  its m e m b e r s  h a v e  f o l l o w e d  f o r  t h e  ■
p a s t  y e a r  t h e  "tax" d e v e l o p m e n t s  r e q u i r i n g  t h e  s t a t u t o r y  
r e s t r u c t u r i n g  o f  MICA, o r  its s a l e  to a n o t h e r  i n s u r a n c e  c o m p a n y .

H o s p i t a l s  w e r e  k e p t  w e l l  i n f o r m e d  on t h e  t a x  p r o b l e m  f a c e d  
b y  MICA, t h e  o p t i o n s  t o  a v o i d  t h e  t a x  l i a b i l i t y ,  a n d  t h e  d e c i s i o n  
t o  se l l  M I C A  t o  a n o n - p r o f i t  p h y s i c i a n  o w n e d  m u t u a l  l i a b i l i t y  
i n s u r a n c e  c o m p a n y  ( N O R C A L ) .

D i r e c t o r  o f  I n s u r a n c e  D a v i d  Walsh, d i d  an e x c e l l e n t  j o b  of 
k e e p i n g  e v e r y o n e  i n f o r m e d  of t h e  sale, a n d  w e  b e l i e v e  a s o u n d  
d e c i s i o n  h a s  b e e n  made. T h a t  d e c i s i o n  w i l l  s e e  A l a s k a  h e a l t h  
c a r e  p r o v i d e r s  h a v e  a c c e s s  to c o v e r a g e  t h a t  will, in t h e  l o n g  
run, b e  b e t t e r  c o v e r a g e  at le s s  c o s t  t h a n  MICA.

cc: M e m b e r s ,  S e n a t e  J u d i c i a r y  C o m m i t t e e
S e n a t o r  R o d e y  
S e n a t o r  A d a m s  
S e n a t o r  C o l l i n s  
S e n a t o r  F r a n k

S i n c e r e l y ,

H a r l a n  R. K n u d s o n  
P r e s i d e n t / C E O
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^  \  Mccllcul In d em n ity  
O o j L  C o rp o ra tio n  ol'A Iuska

ALEUTPLAZA
4000  OLD SEWARD HWY.. SUITE 203 
ANCHORAGE. .ALASKA 99503 
(907)563-13414

DATE: October 22 ,1 9 90
TO: A ll MICA Policyholders
FROM: Ron Keller, M.D.Chairman o f  the Board o f  Governors Medical Indemnity Corporation o f  Al
RE: Announcement o f  quarterly meeting & notice o f  potential purchase offer for M ICA

On November 2nd, MICA's Board o f  Governors will hold our regular quarterly meeting in Anchorage at the Clarion Hotel beginning at 9 a.m.
I am sending you this quick memo to let you know some good news: It's likely that we will be receiving a formaloffer to purchase MICA, and we'll deal with that issue at the meeting. Policyholders are. naturally, invited toattend. But we also invite you—if you've got questions about these developments—io give M ICA Executive Director Mary Pierce a call at 563-3414. She’ll be glad to answer any questions and f i l l you in on the rece it events since we last contacted you.
Let me give you a quick run down. As you'll recall, MICA's tax exempt status was challenged by the IRS: and as a result MICA cannot continue to operate the wav it has been operating since it was established in 1976. The three choices for MICA are to:• Merge into the state bureaucracy.• Spin o f f  to become a totally private mutual insurance company.Have its assets & liabilmes purchased bv a private carrier^O f these options, the MICA Board has unanimously chosen to pursue a purchase.
We have every indication that a physician owned mutual, very closely aligned philosophically with MICA will be making us an offer. This firm has indicated they are willing to meet the tough conditions that the MICA Board has placed on any sale. Those conditions are:• A 5-vear guarantee that all current policyholders who are otherwise acceptable underwriting risks will receive continued coverage.• No cancellation o f  existing policyholders without an Alaska-based appeal process.«~NcTgeographical discrimination in underwriting terms & benefits.• Continuation o f  current rating classifications, with a special category for family practice docs doing obstetrics.• Purchaser will keep an Alaska office with both claims adjusting and risk management staff, plus provide an 800 toll-free phone number.• Certain policyholder benefits will continue, such as the current D D R  (free tail); availability o f  tail policies for purchase; policyholder inception date with MICA used to determine benefits based on length o f  coverage; and insureds will still have to give written consent to settle any claim.

As you can see, the MICA Board's top priority is safeguarding your interests. We'll be contacting you again once a formal offer is made, and after our meeting on Nov. 2nd. Meanwhile, please feel free to call Mary at 565-3414 to get questions answered or to find out more about where M ICA is going.
Thanks.



Internal Revenue Service Department of the Treasury

W ashing ton . DC 20224

W i l l i a m  G. B r o c k  
C h a i r m a n  o f  t h e  B o a r d  
M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  

o f  A l a s k a  
4 0 0  O l d  S e w a r d  H i g h w a y  
A n c h o r a g e ,  A l a s k a  9 9 5 0 3

P e rso n  to  C o n tac t:
T h o m a s  J. K e l l y

T e lep h o n e  N um ber:
( 2 0 2 )  5 6 6 - 3 5 0 6

R efer R eply to :
C C : F I & P : 2

D ate:

MAR | 9  1930

T R - 3 1 - 3 9 2 7 - 8 8

R E C E I V E D

V i-T  ? i 1990
D e a r  Mr. Br o c k :

T h e  D e p u t y  C h i e f  C o u n s e l  o f  t h e  I n t e r n a l  R e v e n u e  S e r v i c e  
a p p r o v e d  y o u r  c l o s i n g  a g r e e m e n t  o n  M a r c h  15, 1990.

I h a v e  e n c l o s e d  t h e  s i g n e d  d u p l i c a t e  o f  t h e  a g r e e m e n t  for 
y o u r  r e c o r d s .

T h a n k  y o u  f o r  y o u r  c o o p e r a t i o n .

S i n c e r e l y  y o u r s ,
A s s i s t a n t  C h i e f  C o u n s e l  
F i n a n c i a l  I n s t i t u t i o n s  a n d  P r o d u c t s

By:

C h i e f ,  B r a n c h  2

E n c l o s u r e :
D u p l i c a t e  o f  c l o s i n g  a g r e e m e n t



D U P L I C A T E  
T a x p a y e r’s C o p y

D e p a r t m e n t  o f  t h e  T r e a s u r y  - I n t e r n a l  R e v e n u e  S e r v i c e

C L O S I N G  A G R E E M E N T  O N  F I N A L  D E T E R M I N A T I O N  

C O V E R I N G  S P E C I F I C  M A T T E R S

U n d e r  s e c t i o n  7 1 2 1  o f  t h e  I n t e r n a l  R e v e n u e  C o d e ,  t h e  
M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  o f  A l a s k a  ( M I C A ) ,  4 0 0 0  O l d  S e w a r d  
H i g h w a y ,  A n c h o r a g e ,  A l a s k a  9 9 5 0 3 ,  E m p l o y e r  I d e n t i f i c a t i o n  
N u m b e r :  9 2 - 6 0 1 7 5 9 4  a n d  t h e  C o m m i s s i o n e r  o f  I n t e r n a l  R e v e n u e
m a k e  t h e  f o l l o w i n g  c l o s i n g  a g r e e m e n t :

W H E R E A S ,

(1) A n  i s s u e  h a s  a r i s e n  w h e t h e r  M I C A ' s  i n c o m e  i s  n o t  
i n c l u d e d  I n  g r o s s  i n c o m e  u n d e r  s e c t i o n  115 o f  t h e  I n t e r n a l  
R e v e n u e  Code; a n d

(2) M I C A  a n d  t h e  C o m m i s s i o n e r  o f  I n t e r n a l  R e v e n u e  (IRS) 
d e s i r e  t o  s e t t l e  t h i s  i s s u e  w i t h  r e s p e c t  t o  a l l  p a s t  a n d  
p r e s e n t  t a x  y e a r s  a n d  w i t h  r e s p e c t  t o  f u t u r e  t a x  y e a r s  t h r o u g h  
a n d  i n c l u d i n g  t a x  y e a r  e n d i n g  D e c e m b e r  31, 1992; a n d

(3) M I C A  a n d  t h e  IRS d e s i r e  t o  i d e n t i f y  s p e c i f i c  a c t i o n s  
t h a t  M I C A  w i l l  u n d e r t a k e  b e t w e e n  t h e  d a t e  o f  e x e c u t i o n  o f  this 
C l o s i n g  A g r e e m e n t  a n d  D e c e m b e r  31, 1992;

I T  IS D E T E R M I N E D  A N D  A G R E E D  f o r  F e d e r a l  i n c o m e  t a x  p u r p o s e s  
that:

(1) W i t h  r e s p e c t  t o  a l l  p a s t  a n d  p r e s e n t  t a x  y e a r s  a n d  
w i t h  r e s p e c t  t o  f u t u r e  t a x  y e a r s  t h r o u g h  a n d  i n c l u d i n g  t a x  y e a r  
e n d i n g  D e c e m b e r  31, 1991, M I C A ' s  i n c o m e  s h a l l  n o t  b e  i n c l u d e d  
i n  g r o s 3  i n c o m e  u n d e r  s e c t i o n  1 1 5  o f  t h e  I n t e r n a l  R e v e n u e  Code.

(2) W i t h  r e s p e c t  t o  t h e  t a x  y e a r  e n d i n g  D e c e m b e r  31,
1992, M I C A ' s  i n c o m e  s h a l l  n o t  b e  I n c l u d e d  I n  g r o s s  i n c o m e  u n d e r  
s e c t i o n  1 1 5  o f  t h e  C o d e  o n l y  t o  t h e  e x t e n t  t h a t  M I C A  e s t a b l i­
s h e s  t h a t  s u c h  i n c o m e  i s  a t t r i b u t a b l e  t o  p h y s i c i a n s  o r  o t h e r  
h e a l t h  c a r e  p r o v i d e r s  who, d e s p i t e  a r e a s o n a b l e  e f f o r t ,  c o u l d  
n o t  o b t a i n  m e d i c a l  m a l p r a c t i c e  c o v e r a g e  f r o m  a n o t h e r  i n s u r a n c e  
c o m p a n y .

P age  1 o f  4



C l o s i n g  A g r e e m e n t
M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  o f  A l a s k a

(3) D u r i n g  t h e  p e r i o d  f r o m  the d a t e  o f  e x e c u t i o n  o f  t h i s  
C l o s i n g  A g r e e m e n t  u n t i l  D e c e m b e r  31, 1992, M I C A  a g r e e s  as 
f o l l o w s :

(a) b e f o r e  M a y  1, 1990, a n d  a n n u a l l y  t h e r e a f t e r  
u n t i l  D e c e m b e r  31, 1992, M I C A  w i l l  s e n d  w r i t t e n  n o t i c e  to 
all i n s u r a n c e  c o m p a n i e s  t h a t  n o w  o f f e r  m e d i c a l  m a l p r a c t i c e  
c o v e r a g e  in t h e  S t a t e  o f  A l a s k a  a n d  a l s o  t o  at l e a s t  five 
o t h e r  c o m p a n i e s  t h a t  w r i t e  m e d i c a l  m a l p r a c t i c e  c o v e r a g e  
i n f o r m i n g  t h e m  o f  t h e  e x i s t e n c e  o f  t h e  s t a t u t o r y  m e c h a n i s m  
f o r  t h e  p u r c h a s e  o f  M I C A ' s  b u s i n e s s  u n d e r  A l a s k a  S t a t u t e  
2 1 . 8 8 . 0 9 5  ( " T r a n s f e r  o f  C o r p o r a t e  A s s e t s  a n d  
L i a b i l i t i e s " ) ;  a n d

(b) u p o n  r e c e i p t  o f  a n y  g o o d  f a i t h  o f f e r  o r  e x p r e s­
s i o n  o f  i n t e r e s t ,  M I C A  w i l l  m a k e  a g o o d  f a i t h  e f f o r t  to 
n e g o t i a t e  an a g r e e m e n t  f o r  t h e  t r a n s f e r  o f  c o r p o r a t e  
a s s e t s  a n d  l i a b i l i t i e s  o n  t h e  t e r m s  a u t h o r i z e d  b y  s a i d  
s t a t u t e  and t o  o b t a i n  t h e  a p p r o v a l  o f  t h e  D i r e c t o r  o f  the 
A l a s k a  D i v i s i o n  o f  I n s u r a n c e  f o r  s u c h  t r a n s f e r ;  a n d

(c) b e f o r e  t h e  e n d  o f  t h e  c u r r e n t  l e g i s l a t i v e  s e s­
sion,  w h i c h  is r e q u i r e d  b y  l a w  t o  e n d  b y  M a y  10, 1990,
M I C A  w i l l  t r a n s m i t  t o  t h e  A l a s k a  L e g i s l a t u r e  a w r i t t e n  
r e p o r t  t h a t  (1) s u m m a r i z e s  t h e  p r o v i s i o n s  o f  t h i s  C l o s i n g  
A g r e e m e n t ,  (2) d e s c r i b e s  t h e  p r i n c i p a l  s t a t u t o r y  c h a n g e s  
t h a t  m a y  be n e c e s s a r y  w i t h  r e s p e c t  t o  M I C A ' s  s t r u c t u r e  a n d  
t a x  stat u s ,  a n d  (3) a l e r t s  t h e  l e g i s l a t u r e  t o  t h e  n e e d  to 
t a k e  l e g i s l a t i v e  a c t i o n  w i t h  r e s p e c t  t o  M I C A  d u r i n g  the 
n e x t  t w o - y e a r  l e g i s l a t i v e  term, w h i c h  w i l l  b e g i n  I n  
J a n u a r y  1991, If  t h e  L e g i s l a t u r e  w i s h e s  t o  p r e s e r v e  M I C A ' s  
t a x - e x e m p t  s t a t u s ;  a n d

(d) a f t e r  t h e  s t a t e w i d e  e l e c t i o n s  I n  the f a l l  o f  
1 9 90, M I C A  w i l l  t r a n s m i t  t o  t h e  n e w l y - e l e c t e d  G o v e r n o r  a n d  
t o  a l l  m e m b e r s  o f  t h e  A l a s k a  L e g ’.slature f o r  t h e  1 9 9 1 - 1 9 9 2  
t e r m  a  w r i t t e n  r e p o r t  t h a t  (1) s u m m a r i z e s  t h e  p r o v i s i o n s  
o f  t h i s  C l o s i n g  A g r e e m e n t ,  (2) d e s c r i b e s  t h e  p r i n c i p a l  
s t a t u t o r y  c h a n g e s  t h a t  m a y  b e  n e c e s s a r y  w i t h  r e s p e c t  t o  
M I C A ' s  s t r u c t u r e  a n d  t a x  s t a t u s ,  a n d  (3) a l e r t s  t h e  
l e g i s l a t u r e  t o  t h e  n e e d  t o  t a k e  l e g i s l a t i v e  a c t i o n  w i t h  
r e s p e c t  t o  M I C A  d u r i n g  t h e  1 9 9 1 - 1 9 9 2  t e r m  o f  t h e  
L e g i s l a t u r e ,  i f  t h e  L e g i s l a t u r e  w i s h e s  t o  p r e s e r v e  M I C A ' s  
t a x - e x e m p t  s t a t u s ;  a n d
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(e) b e f o r e  t h e  b e g i n n i n g  o f  t h e  n e x t  l e g i s l a t i v e  
s e s s i o n ,  w h i c h  w i l l  b e g i n  in J a n u a r y  1991, M I C A  w i l l  
c o n s u l t  w i t h  t h e  n e w l y - e l e c t e d  G o v e r n o r  a n d  w i l l  c o n t a c t  
k e y  i n d i v i d u a l  l e g i s l a t o r s  f o r  t h e  1 9 9 1 - 1 9 9 2  l e g i s l a t i v e  
term, f o r  t h e  p u r p o s e  o f  d e v e l o p i n g  a l e g i s l a t i v e  p r o p o s a l  
r e g a r d i n g  M I C A ' s  f u t u r e  s t r u c t u r e  a n d  t a x  status; a n d

(f) d u r i n g  t h e  1 2 9 1 - 1 9 9 2  t e r m  o f  t h e  A l a s k a  
L e g i s l a t u r e ,  M I C A  w i l l  i n i t i a t e  a n d  m a i n t a i n  r e g u l a r  a n d  
o n g o i n g  c o n t a c t s  w i t h  t h e  G o v e r n o r ' s  o f f i c e ,  w i t h  t h e  
D i r e c t o r  o f  t h e  D i v i s i o n  o f  I n s u r a n c e ,  a n d  w i t h  k e y  
i n d i v i d u a l  l e g i s l a t o r s  f o r  t h e  p u r p o s e  o f  i n f o r m i n g  t h e m  
o f  t h e  n e e d  f o r  l e g i s l a t i v e  a c t i o n  w i t h  r e s p e c t  t o  MICA; 
a n d

(g) t h r o u g h o u t  t h e  1 9 9 1 - 1 9 9 2  t e r m  o f  t h e  A l a s k a  
L e g i s l a t u r e ,  a s  n e c e s s a r y  o r  a d v i s a b l e ,  M I C A  w i l l  p r e p a r e  
o r  a s s i s t  i n  t h e  p r e p a r a t i o n  o f  a p p r o p r i a t e  p r o p o s e d  
l e g i s l a t i o n  a n d  w i l l  s e e k  to  h a v e  t h a t  p r o p o s e d  l e g i s l a­
t i o n  i n t r o d u c e d  as  e a r l y  as p o s s i b l e  a f t e r  t h e  L e g i s l a t u r e  
g o e s  i n t o  s e s s i o n  i n  J a n u a r y  1991; a n d

(h) if  a p p r o p r i a t e  l e g i s l a t i o n  p e r t a i n i n g  t o  M I C A  is 
i n t r o d u c e d  d u r i n g  t h e  1 9 9 1 - 1 9 9 2  t e r m  o f  t h e  A l a s k a  
L e g i s l a t u r e ,  M I C A  w i l l  p a r t i c i p a t e  in  t h e  l e g i s l a t i v e  
h e a r i n g  p r o c e s s  a n d  w i l l  o t h e r w i s e  t a k e  a p p r o p r i a t e  a c t i o n  
t o  e n c o u r a g e  t h e  p a s s a g e  of  t h e  l e g i s l a t i o n .

(4) B e g i n n i n g  w i t h  the t a x  y e a r  e n d i n g  D e c e m b e r  31, 1993, 
n o n e  o f  M I C A ' s  i n c o m e  s h a l l  b e  e x c l u d e d  f r o m  g r o s s  i n c o m e  u n d e r  
s e c t i o n  115 o f  t h e  I n t e r n a l  R e v e n u e  Code.

(5) H o w e v e r ,  i f  M I C A ' s  o r g a n i c  s t a t u t e  ( A l a s k a  S t a t u t e  
2 1 . 8 8 )  i s  r e p e a l e d ,  r e e n a c t e d  o r  o t h e r w i s e  r e v i s e d  s o  as t o  
e s t a b l i s h  M I C A  a s  a n  i n t e g r a l  p a r t  o f  t h e  Sta t e ,  M I C A ' s  i n c o m e  
s h a l l  n o t  b e  s u b j e c t  t o  f e d e r a l  t a x  as  o f  t h e  e f f e c t i v e  d a t e  o f  
t h e  s t a t u t o r y  c h a n g e .

(6) I f  M I C A  i s  e s t a b l i s h e d  as a n  i n t e g r a l  p a r t  o f  t h e  
s t a t e  o r  M I C A ' s  s t r u c t u r e  is o t h e r w i s e  c h a n g e d  s o  t h a t  M I C A  n o  
l o n g e r  c l a i m s  t h a t  i t s  i n c o m e  is e x c l u d e d  f r o m  g r o s s  i n c o m e  
u n d e r  s e c t i o n  115 o f  t h e  Code, M I C A ' s  o b l i g a t i o n  u n d e r  p a r a­
g r a p h  (3) a b o v e  s h a l l  c e a s e .
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T h i s  a g r e e m e n t  i s  f i n a l  a n d  c o n c l u s i v e  e x c e p t :

(1) t h e  m a t t e r  it r e l a t e s  t o  m a y  b e  r e o p e n e d  i n  t h e  e v e n t  
o f  fr a u d ,  m a l f e a s a n c e ,  o r  m i s r e p r e s e n t a t i o n  of  m a t e r i a l  
fact?

(2) i t  is s u b j e c t  t o  t h e  I n t e r n a l  R e v e n u e  C o d e  s e c t i o n s  
t h a t  e x p r e s s l y  p r o v i d e  t h a t  e f f e c t  b e  g i v e n  to t h e i r  
p r o v i s i o n s ,  n o t w i t h s t a n d i n g  a n y  o t h e r  law or r u l e  o f  l a w  
e x c e p t  f o r  C o d e  s e c t i o n  7 1 2 2 ;  a n d

(3) i f  i t  r e l a t e s  t o  a t a x  p e r i o d  e n d i n g  a f t e r  t h e  d a t e  
o f  t h i s  a g r e e m e n t ,  it i s  s u b j e c t  t o  a n y  law, e n a c t e d  a f t e r  
t h e  a g r e e m e n t  date, t h a t  a p p l i e s  to t h a t  t a x  p e r i o d .

B y  s i g n i n g ,  x h e  a b o v e  p a r t i e s  c e r t i f y  t h a t  t h e y  h a v e  r e a d  
a n d  a g r e e d  t o  t h e  t e r m s  o f  t h i s  d o c u m e n t .

M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  o f  A l a s k a

W i l l i a m  G. B r o c k  
C h a i r m a n  o f  t h e  B o a r d

C o m m i s s i o n e r  o f  I n t e r n a l  R e v e n u e

D a t e  signed: W js

P e t e r  K. S c o t t  
D e p u t y  C h i e f  C o u n s e l
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l V / I T l Y ^  A  M edical In d em n ity
AV_x£Lj L C o rp o ra tio n  o f  A laska

ALEUTPLAZA
4000 OLD SEH'ARD H\VY., SUITE 203 
ANCHORAGE, ALASKA 9 9 5 0 3  
(907)563-3414

T O : W i l l i a m  B ro c k
R og e r  H o lm es , Esq.
Susan M ason , Esq.

F R O M : M a ry  P ie rc e  /y ] f$

D A T E : M ay  8 , 1 990
RE : T ax  Issue  H is to ry

T he  fina l tax issue h is to ry  is enc losed f o r  y o u r  f i le s . I don't p lan on 
d is tr ibu ting  this o th e r  than to the three o f  y o u  at this time. Thanks  
f o r  you  he lp  on th is , it may p ro ve  to be a good  re fe rence  in the 
f u t u r e .
M P / t m b



TAX ISSUE HISTORY 

1 9 8 8

S om e t im e  in e a r ly  1988  as M IC A  was w o rk ing  with E rnst & W h inney  
on  o u r  re s e rv e  issue T om  K o e c h e r  adv ised  M a ry  P ie rc e , E xecu t iv e  
D i r e c t o r ,  that th e ir  o f f i c e  f e l t  the re m ay  be a ques t ion  rega rd ing  
M IC A 's  tax status due to the change in the 1 9 8 6  tax law . H e said 
they were lo o k in g  into it and w ou ld  get back  to us.
M a rch  12

M a rch  18

A p r i l  2 6

M ay  6 

M ay  13

E xecu t ive  C om m it te e  M ee ting . T om  K o e c h e r ,  O rie  
O rien  o f  Ancho rage  and D ave  W i ls o n  (S e a t t le )  a l l o f  
E rn s t &  W h in n e y  w e re  at the meeting  to d iscuss 
r e s e r v e  i n c r e a s e s .  T h e y  t o ld  the E x e c u t i v e  
C om m itte e  abou t the tax  status ques t ion  and that 
th e ir  tax a d v is o r  w o u ld  be a t tend ing  the next 
E xecu t ive  C om m it te e  m eeting .
Execu tive  C om m itte e  M ee ting . K o e ch e r ,  O r ien  and 
S he lb y  S tastny  e xp la in ed  quest ion  o f  tax status to 
comm ittee . They  exp la in ed  two p rong  test to be tax 
e x e m p t .

1 )  In com e  must acc rue  to the State
a n d

2 )  Must have a pub lic  purpose o r  "essentia l 
g o v e rnm en ta l fu n c t io n . "

The E xecu t ive  C om m it te e  asked them to investiga te  
the quest ion  and r e p o r t  back . B r o c k ,  P ie rc e  and 
K o e ch e r  w ou ld  meet w ith  D ire c to r  R o l l e r  on  March 
25 th  to advise h im  o f  tax exempt status question .
S tastny repo rted  to E xecu t iv e  C om m itte e  that in it ia l 
in fo rm a l d iscu s s ion  w ith  IR S  suggested we w ou ld  
not rece ive  a fa v o ra b le  ru l in g . Suggested  we f i le  
la x  re tu rns and pu rsue  f o rm a l tax ru l in g  request. 
C os t  to do  resea rch  and  ru l in g  reques t est. $ 1 0  - 
1 5 , 0 0 0 .
Engagement le tte r f r o m  S tastny ou t l in ing  cou rse  o f  
action on request fo r  tax ru ling  and cost.
B oa rd  votes to subm it fo rm a l ru l in g  request to IR S .  
Estimated cost f rom  E  &  W  is $ 2 0 ,0 0 0 .
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June 17

June 3 0  

J u ly  15

J u ly  2 4

Augu s t 4  

A ugu s t  5

August 11 -

A ugu s t  2 3  

A ugu s t  2 4

P au l R o l l e r ,  D i r e c t o r  D iv i s i o n  o f  In su ran c e  and 
D e p u ty  D i r e c t o r ,  J im  J o rd a n  p re s e n t  at B o a rd  
m ee t in g . A d r a f t  tax r u l i n g  re q u e s t  g iv e n  to 
E x e c u t i v e  C o m m i t t e e .  S t a s t n y  a s k ed  A r l i s s  
S tu rgu lew sk i to d o  some le g is la t iv e  research to help 
a n sw e r le g i s la t i v e  intent q u e s t io n s .  L e t te r  to be 
f in a l i z e d  soon .
M em o  f rom  M aureen  W eek s  to S tu rg u lew sk i  stating 
she had resea rched  the re co rd s  o f  the 1 9 7 6  session 
and there was not any spec i f ic  te s t im on y  to create 
f o r - t h e - g o o d - o f - t h e - p u b l i c  is su e .
S ta s tn y  re p o r t s  to the E x e c u t iv e  C om m it te e  that 
ru l ing  request not sent yet. He is wait ing  f o r  f in a l 
in fo rm a t io n  f r o m  le g is la t iv e  re se a rch . M IC A  has 
p r o v i d e d  a l l  p e r t i n e n t  b a c k - u p  f r o m  1 9 7 5  
G o v e r n o r ' s  M e d i c a l  M a l p r a c t i c e  I n s u r a n c e  
C om m iss ion  and a l l o the r h is to r ic a l data.
A t Q u a r t e r ly  m eeting  o f  the B o a rd ,  D i r e c t o r  Pau l 
R o l l e r  t e l l s  B o a r d  he has s p o k e n  to s e v e ra l  
le g is la to r s .  T h e y  are a n x io u s  to he lp  us c le a r  up 
any m isunde rs ta nd in g s  ab ou t le g i s la t iv e  in ten t and 
w ou ld  l i k e  o u r  p roposed  changes b y  September.
S ta s tny  sends som e ideas f o r  p ro p o s e d  le g is la t iv e  
changes that m ay  he lp us w in  o u r  case to  R og e r  
H o lm e s , B r o c k  and P ierce.
S ta s tny 's  re se a rch  has u n c o v e re d  th ree com pan ie s  
v e ry  s im i la r  to  M IC A  w ho  reques ted  ru l in g s . Sent 
to  H o lm e s  and  P ie r c e .  A l l  th re e  re c e iv e d  
u n fa v o r a b le  r u l in g s .

- H o lm e s  p ro p o se s  le g is la t iv e  changes . H e  be lieves 
tha t these  ch anges  w i l l  m a k e  i t  c le a r  that ou r 
ea rn ings b e long  to the state.
D a v id  B i c k e r s t a f f  g ives us e s t im a te  that ra tes  w i l l  
need to inc rease  1 5 -1 7%  f o r  1 9 8 9  to  c ove r  taxes.
M IC A  sends revenue ru l in g  request to IR S .
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September 7 

Sep tember 16

Sep tem be r 16 
thru 3 0

N ovem be r 4

S pec ia l E xecu t ive  C om m it te e  meeting on tax status 
w ith  en t ire  B o a rd  o f  G o v e r n o r s .  K o e c h e r  and 
S ta s tn y  p re sen t .
T h e y  e xp la in  p ro b lem  and that H o lm es ' p ro p o sed  
le g is la t io n  c o u ld  r e s o lv e  it by m ak in g  it c le a r  
M IC A 's  earn ings be long  to the state.
T h e  B oa rd  vo te s  to fo rw a rd  H o lm e s ’ le g is la t io n  to 
G o v e rn o r  and le g is la tu re .
R o l l e r  (D i r e c t o r )  ag rees to hand ca rry  the le tte r to 
the G o v e rn o r .  The  le tte r e xp la in s  ou r d i lem m a  to 
the  G o v e r n o r  and a sk s  i f  he m igh t  s p o n s o r  
le g is la t iv e  changes .

- R o l l e r  a ls o  sugges t w e pu rch a se  an in su ra n c e  
com pany  with net lo sses to o f fs e t  ou r  taxes.

- B r o c k  re c e iv e s  le t te r  f r o m  S ta s tny  ad v is in g  h im
that M IC A  c an ’ t use net lo sses  o f  an a cqu ired  
co rp o ra t ion  ( in su rance  c om p an y )  to o f fs e t  incom e .
E x e c u t iv e  C om m it te e  M e e t in g .  E  &  W  te l ls  
com m ittee  ru l in g  reques t f i l e d  on 8 - 2 4 - 8 8  and we 
w i l l  have a response w ith in  9 0  days. U n fo r tu n a te ly  
a rate f i l in g  must be m ade by N ovem be r  1 and a 
1 5 %  increase is needed to  ju s t  c o v e r  1 9 8 9  taxes . 
E xecu t ive  C om m itte e  vo tes  to f i le  1 -1 -8 9  rate based 
on  pure  p rem ium  and to then re t ro a c t iv e ly  cha rge  
an amount needed f o r  taxes la te r in year i f  we don't 
re ce ive  le g is la t iv e  f i x .

- H o lm es  and Pierce meet w ith Senator K e l l y  and 
R ep re sen ta t iv e  Cotten  to  p e r s o n a l ly  adv ise  them o f  
o u r  p rob lem  and show  them  p roposed  le g is la t io n .

- B o a rd  has Q ua rte r ly  m ee t ing . J im  Jordan repo rts  to
B o a rd  that a lthough  the G o v e rn o r  has not re leased  
h is  le g i s la t iv e  p r io r i t ie s  the in fo rm a l m essage  is 
that he w i l l  sponso r o u r  le g is la t io n .
A  p lan  o f  ac t ion  to get in fo rm a t io n  to le g is la to rs  
w h i le  we are waiting f o r  o f f i c i a l  response f r o m  the 
G o v e rn o r  is p roposed . T h e  L eg is la t iv e  C om m it te e
w i l l  reg iste r as lo bb y is ts  f o r  this purpose.
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N ov em b e r  11

N o v em b e r  2 2

N o v em b e r  25

D ecem be r 1

D ecem be r 8

- A le tter is sent to the p o l ic y h o ld e rs  e xp la in in g  1989  
ra t ing  s t ru c tu re .

- T om  K e l l e y  the agen t at the I R S  has s e v e ra l  
questions reg a rd ing  M IC A  that he asks o f  S ta s tny . 
W e  respond w ith a le tte r to K e l le y .

- A  d ra f t  le t te r  is c om posed  to have boa rd  m em bers  
send to le g i s la t o r s .  T h is  is sent to the B o a rd  
mem bers  a lo n g  w ith :
a ) a fact sheet
b ) a copy o f  the letter sent to policyholders on the rates 
c ) a spread sheet o f our financials for the last 5 yea rs .
P ie r c e  s e n d s  l e t t e r  t o  S e n a t o r  K e l l y  and  
R ep re sen ta t iv e  C o t ten .
The L eg is la t iv e  C om m it te e  meets to  dev ise  p lan  to 
d is t r ib u te  i n f o rm a t i o n  to  le g i s l a t o r s  s in c e  to ld  
G o v e rn o r  w ou ld  not s p on so r  le g is la t io n  because a )  
he cou ld  not invest iga te  a l l  p o ss ib i l i t ie s  in  a t im e ly  
m ann e r  and  b) he d id  n o t  fe e l  that the state 
shou ld  be in the insu rance  business.
A specia l B o a rd  meeting is ca l led .
Cha irm an  B r o c k  had m et w ith  D i r e c to r  R o l l e r  and 
Stan G a r l in g to n .  R o l l e r  said it was re a s on ab le  to 
assume that le g is la t io n  w i l l  pass and the G o v e rn o r  
w i l l  not oppose  o r  ve to  b i l l .  B o a rd  votes to approve 
1 0 .5%  inc rease  f o r  h osp ita ls  and 1 2 .6 %  inc rease  f o r  
phys ic ians to  be  taken f o r  taxes i f  it is dete rm ined 
we were l ia b le .
C ha irm an  B r o c k  re p o r te d  we have been asked  to 
meet with the I R S  in W ash ing ton , D .C .  A ls o  Stastny 
repo rted  the tax accoun tan ts  in  W ash in g ton  adv ised  
us we may be re l ie v e d  re t ro a c t iv e ly  o f  taxes . W e  
had p re v io u s ly  been to ld  this wasn't p o s s ib le  The 
IR S 's  s in g le  ques t ion  was "d o  ou r  p ro f i t s  inu re  to 
the state." T he  B o a rd  d iscussed i f  that c ou ld  mean 
few e r le g is la t iv e  changes .



D ecem be r  14

D ecem be r  10 
thru 16

D ecem be r 2 0

D ecem be r 3 0

F in a l l y ,  it w as  d iscu ssed  i f  M IC A  sh ou ld  even 
p ro p o s e  le g i s l a t i o n  c o n s id e r in g  the re  w as a )  a 
q u e s t ion  o f  o u r  tax l i a b i l i t y  b )  r e lu c ta n c e  o f  
G o v e r n o r  to s p o n s o r  le g i s la t io n  and c) w he th e r  
M IC A  wan ted  to le g i s la t iv e ly  b ind  i t s e l f  c lo s e r  to 
the state. B o a rd  agreed to meet a f te r  B ro c k  meets 
with IR S .
D ire c to r  R o l l e r  a lso  app roved  o f  us h ir ing a lobby is t 
to fo rw a rd  le g is la t io n .
E x e c u t iv e  C o m m i t t e e  a p p ro v e s  B r o c k  to g o  to 
W ash ing ton , D .C .

- B rock , Stastny , P h i l R o y a l ty  and K en  T racy f rom  E & 
W  in W a sh in g to n , D .C .  m et w ith  T om  K e l le y  and 
K e l l e y ’ s boss , M au ra  S u l l i v a n  and ano the r person  
A lv in  B r o w n  f r o m  the in su ran ce  sec t ion . B r o c k  
hopes to at le as t f in d  ou t what k ind  o f  le g is la t iv e  
c h a n g e s  w o u ld  be n e ed e d  to  m a in ta in  tax  
exem p t ion . I R S  not sym pa the t ic  and w i l l  no t g ive 
in fo rm a t ion  on  le g is la t io n . E  &  W  expects we w i l l  
have ru l in g  by  Janu a ry  1 9 8 9 .  W e  w i l l  p ro v id e  
add it iona l in fo rm a t io n  reques ted  by IR S .  E  &  W  
fe e ls  a f a v o r a b le  o p in io n  f r o m  A la s k a  A t to rn e y  
G e n e ra l  r e g a rd in g  sta te  " o w n e r s h ip "  c o u ld  be 
h e lp fu l .

- The le g is la t iv e  d ra fte r  is con tacted by H o lm es  thru 
Sena to r K e l l y ’ s o f f i c e  to an tic ipate in fo rm a t ion  f rom  
B rock 's  m ee t ing  in D .C .  D ra f t e r  la te r in fo rm ed  to 
ho ld  o f f  on that le g is la t io n  by H o lm e s  as re su lt  o f  
D ecem be r 14th  meeting w ith I .R .S .

- B ro c k  spoke to  J im  Jo rdan  abou t ob ta in ing the A G ’s 
op in ion . J im  w i l l  d iscuss w ith  Pau l R o l l e r  and get 
back to us.

- D ire c to r  R o l l e r  prepares request f o r  AG 's op in ion  on 
d isp o s it ion  o f  M IC A 's  assets i f  M IC A  were to be 
d i s s o lv e d .
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1 9 8 9

January 11 

F eb ru a ry  8

Feb rua ry  10

Feb ru a ry  2 2  

F eb ru a ry  28

M a rch  7

M a rch  8

M a rch  8 - 2 2  -

M a rch  17 -

L e t te r  f rom  S tastny to IR S  e xp la in in g  how  unique 
we are, un lik e  p rev iou s  adve rse  ru l ing  cases.
J e f f r e y  B u sh , D epu ty  C o m m is s io n e r  o f  C om m e rc e , 
f o rw a rd s  D i r e c t o r  R o l le r ' s  reques t f o r  op in io n  to 
A G ’s o f f ic e .
B o a rd  m eeting  in w h ich  C ha irm an  B ro c k  in fo rm s  
board  we s ti l l have no ru l ing . B ro c k  te lls board  that 
P ie rc e  w i l l  be p reparing  a sum m ary  o f  issues and 
w i l l  fo rw a rd .
M e m o  f r o m  P ie rce  to B o a rd  ou t l in in g  a l l  o f  o u r  
cho ices i f  tax ru ling is fa v o ra b le  o r  u n fa v o ra b le .
S ta s tny  c a l ls  IR S  to get w o rd  on ru l in g . He is 
i n f o rm e d  by  K e l l e y  th a t  a l th o u g h  K e l l e y  is 
f a v o r a b l e  h is  b o s s  i s n ’ t. T h is  c o u ld  mean 
arb it ra t ion  w ithin IR S .  H o lm e s  advises M IC A  to get 
tax a t to rn ey .
B ru ce  G agnon  and Sue M a son  o f  A tk in son , C onway 
&  G agnon  meet w ith  B r o c k ,  H o lm e s ,  C ra b t re e , 
K o e ch e r ,  S tastny and P ie rc e . A dv ise  us to take an 
agg ress ive  approach w ith I R S .
E n g ag em en t  le t t e r  f r o m  A tk in s o n ,  C o n w a y  and 
G agnon . A dv ise  M IC A  that we shou ld  p ropose  a 
re so lu t io n  to  have the le g is la tu re  c le a r  up question 
about M IC A  being an in teg ra l part o f  the state.
W e  ta lk  to R o l l e r  and then D epu ty  C om m is s io n e r  
J e f f  Bush and advise them we want to do  reso lu tion .
W e  con tac t C o tten  in H ou se  and S tu rgu lew sk i in 
Senate to see i f  they m igh t sponso r reso lu tion .
E xecu t iv e  C om m itte e  meets and is in fo rm ed  about 
need f o r  tax a tto rney . T h e y  app rove  con trac t with 
A tk in son , C onway and G agnon . They w i l l  ask Board 
to  app rove .
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M a rch  2 0  

M a rc h  2 2

M a rc h  2 6

M a rch  2 8

A p r i l  3 

A p r i l  13  

A p r i l  18

A p r i l  2 5

B r o c k ,  P ie r c e  and M a son  meet in Juneau  with 
J e f f r e y  W .  B u s h ,  D e p u ty  C o m m is s io n e r  o f  the 
D e p a r tm e n t  o f  C o m m e r c e  and  E c o n o m i c  
D e v e l o p m e n t ,  and  la t e r  w ith  C o t t e n ' s  a id e ,  
rega rd ing  p ro p o s e d  le g is la t iv e  re so lu t ion .
M IC A  sends "B a c k g ro u n d  Sum m ary "  on tax issue to 
C o tten .
H o u s e  J o i n t  R e s o lu t i o n  4 0 ,  c o - s p o n s o r e d  by 
G ruenberg  and  C o tten , is in troduced .
B r o c k  sends a le t te r  to R on  C la rk e  in G ove rn o r 's  
o f f i c e  r e g a rd in g  d is c u s s io n  w ith  J e f f  B u sh  on 
r e s o lu t io n  e n c lo s in g  c o p y  o f  p ro p o sed  le g is la t iv e  
r e s o lu t i o n .
G ag n on , P h i l  R o y a l t y  &  K en  T ra c y  ( E  &  W , 
W ash in g ton , D .C . )  h ave  con fe ren ce  c a l l  w ith T om  
K e l l y  at I R S  and le a rn  that a p ro p o sed  adve rse  
ru l in g  is n ow  be ing  re v iew ed  by M au ra  S u l l i v a n .  
K e l l y  says tha t the ru l in g  w ou ld  be based on the 
M a ry land  S a v in g s  S h a re  case.
M a son  w r i te s  to A G 's  o f f i c e  and ou t l in e s  fac to rs  
suppo rt ing  c o n c lu s io n  that M IC A 's  asse ts  w ou ld  
re ve r t  to the state upon  d isso lu t ion .
S e n a te  J o i n t  R e s o l u t i o n  4 1 ,  s p o n s o r e d  by 
S tu rg u lew sk i  is  in t rod uced .
A . G . c o u ld n ’ t reach an op in ion  that was h e lp fu l to 
M IC A  so reques t f o r  an op in ion  was abandoned .
E x e c u t i v e  C o m m i t t e e  has  j o i n t  m e e t in g  w ith  
U n d e rw r i t in g .  T h e y  a re  in fo rm ed  that re so lu t io n  
has been f o rw a rd e d  and we expect it to  pass . In 
the m ean t im e G agnon  and M ason  adv ise  us not to 
im p lem en t m id - y e a r  p rem iu m  inc rease  because we 
w ou ld  be adm itt ing  l i a b i l i t y .
M a s o n  h a s  t e le p h o n e  d is c u s s io n  w ith  D e p u ty  
C om m is s io n e r  B u sh  reg a rd ing  d is t r ib u t ion  o f  Jo in t 
L eg is la t iv e  R e s o lu t io n .



A p r i l  2 6  

A p r i l  2 8

M a y  5 
M a y  8

M a y  12

M a s o n  has t e le p h o n e  d i s c u s s i o n  w ith  S h a r i  
K o c h m an , Assistant to B ob  Evans in the G ove rn o r 's  
O f f i c e ,  regard ing  Joint L eg is la t iv e  R eso lu t io n .
Q u a r t e r ly  B oa rd  meeting and board  advised we s ti l l 
h ave not heard f rom  the IR S .
B o a rd  to ld  that tax a tto rneys  w i l l  be w o rk ing  with 
the G o v e rn o r  to d ra ft  an ap p rop r ia te  le tte r to ou r  
C o n g re s s io n a l de legation . W e  are h ope fu l that the 
c o n g re s s io n a l d e leg a t ion  can ass is t  us to c on su lt  
w ith som eone  o f  a h igher s tatu re in the IR S .  W e  
a ien 't getting anywhere at le v e l  w e are at.
R o l l e r  and Jo rdan  attend the m eeting  but o n ly  f o r  
th e ir  re p o r t .
B o a rd  in c reases  budget to c o v e r  le g a l and audit
c oun se l expenses on ou r tax issue.
B o a rd  votes not to take rate inc reases f o r  taxes.
T h e  B o a rd  has a leng thy  d is c u s s io n  that the tax 
issue  has been more c om p l ic a ted  than an tic ipated . 
S in c e  this tax l ia b i l i ty  is sh ow n  on ou r  f in an c ia l 
s ta tem en ts  it w i l l  c on t in u e  to accum u la te . The  
B o a rd  fee ls  that we need a lo ng  te rm  so lu tion .
C h a i rm an  B ro c k  po in ts  ou t that i f  we re ce ive  an
a d v e r s e  r u l in g  we can l i t ig a t e .  H ow e v e r ,  that 
l i t ig a t ion  w ou ld  take time and be c o s t ly  and ou r tax 
l i a b i l i t y  w ou ld  continue to accum u la te .
L e g i s la t i v e  C om m itte e  meets  and  is in fo rm ed  that 
the r e s o lu t io n  shou ld  pass.
Sena te  Jo in t Reso lu t ion  41 passes the House .
B r o c k  sends R on  C la rke  a d ra f t  o f  a p roposed  le tte r 
f r o m  the G o v e rn o r  to the C on g re s s io n a l de lega t ion  
e n c lo s in g  cop ie s  o f  Senate J o in t  R e so lu t io n  41 and 
" B a c k g ro u n d  Sum m ary " .
S ena te  Jo in t  R e so lu t ion  4 1  transm itted  to G o v e rn o r  
f r o m  L e g is la tu re .
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May 25 Pierce talks to Clarke to confirm letters will be sent 

soon.

June 2

June 12

June 13

June 16-21

June 19

June 21

G o v e rn o r  C o w p e r  s e n d s  le t te rs  to Y o u n g , 
Murkowski and Stevens, enclosing Senate JR 41 and 
requesting they assist MICA on tax issue.

Cowper sends copy of letters to his special assistant, 
John Katz in Washington, D.C. office to ask him to 
assist.

Phil Royalty (E & W) discussed MICA with Tom 
Kelley of IRS and learned that a decision had been 
made to issue an adverse ruling; Maura Sullivan is 
no longer involved and Bill Coppersmith is Kelley's 
new supervisor, and M ICA will have an opportunity 
to meet with him before the ruling is issued. Kelley 
says that the basis for the decision is that MICA is 
insuring p r iv a te  interests. Royalty requests copies 
of Joint Legislative Resolu tion  and of Governor's 
letters to the Congressional delegation.

Bob Evans of the Governor's Office tells Mason he 
has discussed the situation with John Katz and that 
MICA should contact Katz.

The Governor signs Legislative Resolve #38. Copy 
of it and letters G overn o r  sent to congressional 
delegation sent from  M ason to Royalty . Ask 
Royalty to give to IRS.

Mason and Gagnon d iscuss  situation by telephone 
with John Katz, who offers the assistance o f  Eric 
Ostrovsky in his office.

Special Board meeting. Holmes, Mason and Stastny 
in attendance to discuss tax issue with the Board. 
Stastny and M ason ad v ise  Board to w ithd raw  
revenue ruling request until we can meet with the 
IRS and advise them o f  the Legislative Resolve. 
Board gives them authority  to pull request if  they 
deem necessary.

9



II

June 22 

June 27 

July 18 

July 19

July 21 

July 26

August 8

Mason talks by telephone to O strovsky  regarding 
p o s s ib le  m e e t in g  w ith  IR S  to in c lu d e  
representatives from Katz's office and from Stevens' 
office and regarding possible federal legislation.

Chuck Konigsberg from Senator Stevens' office calls 
to offer us help to meet with IRS attorneys and 
with O ff ice  o f  Tax P o licy  in the T reasury  
D ep ar tm en t .

Mason rece ives  letter from P ierce  advising that 
K onigsberg  is setting up a m ee ting  w ith the 
Department of the Treasury for the week of August 
7.

Royalty sends copy of Legislative Resolve #38 to 
IRS. He tells them we will be meeting with the 
Department of the Treasury in August. He asks that 
if they determine before then that we should have 
an adverse ruling to advise us so we can pull the 
r e q u e s t .

MICA m eets with Roller to adv ise  him of our 
p rog ress .

Konigsberg sends letter to fo llow ing  for 8-8-89 
meeting with Department of the Treasury: Brock,
Mason, Pierce, Royalty and partner Dave Bierenson 
from E & W, and Eric Ostrovsky from the Alaska 
State Office in Washington, D.C.

M e e t in g  w i th  D e p a r tm e n t  o f  T re a s u ry  in 
Washington, D.C. Attendees: Brock, Pierce, Mason,
Konigsberg, Royalty, with Kay Gouwans rather than 
Eric Ostrovsky from Governor's office. This group 
meets at S ena to r  S tevens ' o ff ice  p rio r  to the 
meeting at the Treasury Department, to be briefed 
on what kind of questions we might be asked.

Treasury m eeting  chaired by D ana Trier, Deputy 
Assistant for Tax Policy, Treasury Department. His 
assistants E velyn  Brody and C ath lyn  Farrow are 
also presen t and Bill Coppersm ith, Tom Kelley's 
supervisor from the IRS, is also there.
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August 9

August 17 

August 18

A ugust 22

Mr. Trier seems favorably disposed toward MICA. 
They are fearful if they allowed MICA to remain tax 
exem pt that they will c reate  a "slippery slope" 
which would allow others to structure themselves 
like us. We try to convince  them that we are
unique. We end with the agreement that we will 
subm it supplemental inform ation regarding MICA's 
history and current business to the IRS.

The same core group m eets again in Senator
Stevens' office, this time with Ostrovsky from the 
G overnor 's  O ffice  ra th e r  than Gouwans. Our 
purpose is to prepare for a meeting with the Senate 
Finance Committee aides to evaluate if seeking 
federal legislative relief is an option.

We meet with Rick Grafmeyer, a minority aide for 
Finance, and aides; Scott McCloud, a specialist in 
insurance tax issues, and Mel Thomas a specialist in 
tax issues from the Joint Committee on Taxation.

We are not encouraged by them to seek federal 
leg islation  after v/e adv ise  them of our plight. 
There is a thought that a provision dealing with 
M ICA’s tax exemption could be attached to a Rural
Health Care bill and Konigsberg said he will talk to
Senator Stevens about that possibility.

P ie rce  sends memo to Board of G overnors 
summarizing meetings in W ashington, D.C.

A Supplemental Submission to the IRS is sent to 
Phil Royalty.

A thank-you letter is sen t to Dana Trier from 
Konigsberg.

Senator Stevens sends a thank-you letter to Trier 
with MICA’s Supplemental Submission attached and 
a copy of a letter from Royalty explaining why the 
Maryland Saving Share Ins. Corp. v. U.S. case is 
different from MICA.
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A ugust 28 -

S e p t e m b e r  15

Septem ber 20

September 21

September 26

Konigsberg is in A nchorage and Gagnon, Mason, 
Kathy Crabtree and P ierce  meet with him. We 
discuss unlikely possib ility  that we would win a 
court case against the IRS. Konigsberg says he will 
work on federa l leg is la t ion  but feels that our 
chances this year are extremely slim. Consensus is 
that if litigation is necessary, it would be better to 
obtain adverse ruling than to withdraw the request.

- M ason in a t ten d a n ce  at E xecu tive  C om m ittee  
m eeting . E x ecu tiv e  C om m ittee  w orried  about 
mounting tax assessment. They vote to get revenue 
ruling whether favorable or not.

There is discussion of litigating in U.S. District C^urt 
(must pay tax first) or in U.S. Tax Court (must wait 
for IRS to assess deficiency).

- Konigsberg in form s M ason that he is exploring  
possibility of federal legislation and is drafting a 
proposal. He also reports that he has spoken by 
telephone to Dana Trier. Trier says that the IRS is 
considering entering in to  a closing agreem ent with 
MICA, which is basically  a settlem ent agreem ent 
that can eliminate past and future tax liability for a 
specified num ber o f years (authorized by Internal 
Revenue Code 7121).

- Mason has co n fe ren ce  call with R oyalty , Tom 
M eyerer (E & W ) and K onigsberg to discuss 
ramifications o f closing agreement.

- Konigsberg asks Pierce for information so he can 
draft federal legislation. Pierce faxes him: - date 
G overnor signed bill, 5-28,76; date leg islation  
e f f e c t iv e ,  5 -2 9 ,7 6 ,  a l th o u g h  c o u ld n ' t  w rite  
insurance until 6-28-76.

Copy of original s ta tu te  and current statute  sent 
with major difference between old and new being:
a) Exclusive and mandatory dropped
b) Occurrence changed to claims-made
c) Joint Underwriting Authority (JUA) concept dropped.
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October 6

October 10

October 16

Konigsberg faxes Mason first draft of proposed 
federal leg isla tion , and Mason and Gagnon fax 
Konigsberg revisions after discussing with Royalty.

Conference call: M ason, C rabtree, Konigsberg,
Royalty, M eyerer, Coppersm ith , Jim  M alloy, and 
Pete Scott, Acting C h ief  Counsel o f  the IRS. 
Discussed possible closing agreement and agreed to 
meeting in Washington on October 16.

Mason sends notice of meeting with Department of 
Treasury and IRS on 10-16-89. We have been 
advised by K onigsberg  that IRS may want to 
propose a closing agreement. We are informed that 
this is to be treated as very confidential.

Mason sends Pierce a draft with a review by she 
and Gagnon of potential federal legislation proposed 
by Konigsberg.

Meeting with IRS and Department of Treasury in 
W ashington, D.C. Core group of Mason, Pierce, 
Konigsberg, Royalty and Tom Meyerer o f  E & Y 
(new player) and Eric Ostrovsky from Governor's 
Office meet in Senator Stevens' office to discuss 
closing agreem ent concept. Pierce informs group 
that MICA's Executive Committee has been polled 
and are very interested in this concept.

Meeting at the IRS chaired by Pete Scott, Acting 
Chief Counsel of the IRS, Jim Malloy, Assistant 
Counsel for Financial Institutions (Section 115 co’s 
under his jurisdiction) and Bill Coppersmith all from 
IRS. Dana Trier and Evelyn Brody are there again 
representing Office of Tax Policy in the Treasury 
D e p ar tm en t .

Scott says we have very sympathetic case. They 
b e lie v e  a c lo s in g  a g re em e n t  w ould  be in 
everybody's best interest. We discuss what to do to 
remain tax exem pt and M ICA’s unique structure 
again. They ask MICA to submit closing agreement. 
Scott suggests  the follow ing param eters for an 
agreem ent: past tax liability  e lim inated; MICA
agrees to try to change structure within specified
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O ctober 23-

October 24

October 25

October 26 -

October 27 -

period; MICA becomes taxable at end of specified
period if no change in structure; MICA must take 
interim steps toward phasing out or bifurcating; if 
MICA becom es part of state, problem disappears. 
In response to a direct question, Scott says that, if a 
ruling is issued, it will be adverse.

- Mason sends draft closing agreement and copy of
f deral regulations covering closing agreements to
Pierce. Closing agreement proposes elimination of
any past tax liab ility  and future tax liab ility  
th rough  1994 w ith p artia l  or full tax ab il i ty
beginning in 1995, unless MICA has been made an 
integral part of the state.

Pierce sends memo to Board of Governors outlining 
closing agreem ent concept and the advantages to
MICA. Two major advantages are relief from past 
tax liability and being tax-exempt for some future 
period .

Brock and Pierce meet with Jim  Jordan, Acting 
Director of Division of Insurance and discuss details 
of closing agreement. Jordan to discuss with his 
boss M ercurlieff who will discuss with Governor's 
office. Jordan approves concept and draft closing
a g re e m e n t,  d o e sn 't  a n t ic ip a te  p rob lem s from  
anyone else in Administration.

Executive Com mittee and Finance Committee have 
jo in t  meeting. Mason and Holmes in attendance. 
Mason expla ins this is a binding agreement and 
other details of closing agreement.

Quarterly Board meeting with Gagnon, Mason and 
Orien in attendance.

The Board d iscusses the closing agreement and 
authorizes the draft. Gagnon and Mason feel that 
state should  also  approve  based on the s ta te 's  
involvement in MICA by statute.

The Board gives the Executive Committee the power 
to finalize this agreement with Brock.
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O ctober 30  -

November 2

November 10

November 3 0

Gagnon and Mason meet with Jordan. He agrees to 
be a signor on closing agreement with Brock.

Closing Agreement hand-delivered to Pete Scott by 
Royalty.

Mason sends letter to Pierce with a copy of cover 
letter to closing agreem ent that Royalty gave to 
Scott. She also states she had a discussion with 
Konigsberg and informs Pierce that the President 
has nominated a new Chief Counsel to replace 
Acting Pete Scott. The Senate may confirm  that 
replacem ent before  Thanksgiv ing . P ie rce  very 
concerned because new Chief Counsel m ay not 
agree to closing agreement between IRS and MICA 
and we would have to start the process again.

Letter from Senator Stevens to Pete Scott, attaching 
closing agreement and requesting his attention.

Pierce calls Royalty requesting his assistance with 
IRS in approving closing agreement.

Executive C om m ittee  m eeting in which Pierce 
informs them that we have no word on agreement.

1 9 9 0

Novem ber 30  
thru 

February 5 -

January 2  -

February 5

V ar iou s  phone  ca l ls  among P ie rce , R oy a l ty ,  
Konigsberg and Mason  requesting information on 
status o f closing agreement.

P ierce meets with Jordan and discusses c losing  
agreement and M ICA 's  financial stability. Jordan 
says state should concern itself with M IC A  staying 
strong financially because he feels a restructuring 
and independence are imminent. Jordan says will 
stay as Acting D irec tor until new Administration  
(end of year).

Letter to Scott from  Royalty  referencing Scott's 
recent conversation with Meyerer and requesting 
resolution o f  closing agreement.
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F ebruary  16

February 20

February 23

February 28

March 2

Letter to Konigsberg from Pierce explaining crucial 
deadlines with Convention Statem ent, NAIC, A.M. 
Best, etc. th a t  are adverse ly  affecting  M ICA's 
financial reputation  and stab ility  because o f the 
unresolved tax issue.

Royalty calls Pierce and Mason to inform them that 
Scott has m et with R oyalty  and M eyerer and 
proposed a new agreement. He wants to only allow 
tax exemption through 1990 for MICA to work with 
legislature to restructure. MICA can only remain 
tax-exempt if  becomes part of state and he wants 
immediate bifurcation of business.

Letter from Mason to Royalty  with new draft 
closing agreem ent, proposing  elim ination  of tax 
liability for past years and through 1992, with full 
tax liab ility  beg inn ing  in 1993 unless MICA 
becomes integral part of the state.

L ette r  from  P ierce  to S co tt  sum m ariz ing  our 
u n d e rs ta n d in g  o f h is v e rb a l  c o n c e rn s  and 
explaining things we can 't contro l, i.e., length of 
time necessary  to obtain  leg is la tive  action and 
upcoming change of administration.

♦

Brock, and P ie rce  and H o lm es p a r t ic ip a tin g  
telephonically, meet with new Director, Dave Walsh 
to explain tax issue. W alsh agrees to sign if 
agreement remains the same in concept.

Letter to Scott from Brock (with the legal advice of 
Mason) expla in ing  serious p rac tica l problem s in 
carrying out bifurcation.

R oyalty  and  M e y e re r  m ee t  w ith  S co tt  and 
Coppersmith regarding changes IRS wants in closing 
agreement: exempt through 1991, partially taxable
(bifurcation) in 1992, fully taxable beginning 1993 
unless become "integral part o f  state."
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M arch 5

March 6

March 7

March 8

M arch 9

Conference call with Brock, Frazier, Keller, Smith 
(Executive Committee) and Mason to discuss revised 
c los ing  agreem ent inco rpo ra tin g  Scott's  changes. 
Revised closing rgreem ent approved.

Final draft of closing agreem ent after agreeing to 
time deadlines for interim  actions to be taken by 
MICA.

After rethinking closing agreem ent Director W alsh 
feels he should not sign due to potential liability to 
the state and other agencies similar to MICA.

At W alsh 's  request, A ss is tan t  A ttorney  G eneral 
A lexis Gabay te lephones M ason. Mason faxes 
background information to Gabay. Mason discusses 
situation with Gabay and (now ) Assistant Attorney 
General Jeffrey Bush by telephone.

L ette r  from Mason to A lex is  Gabay, A ssis tan t 
A ttorney General, enclosing  proposed letter from  
the D irec to r  to B rock co ncurring  with M ICA 's 
decision to enter into a closing agreem. at.

Meyerer and Royalty contact the IRS and Director 
Walsh is removed as signor on closing agreement.

Director confers with Ron Clarke in Governor's office 
about MICA's closing agreem ent and his discomfort 
with the agreement.

Holmes sends letter to W alsh explaining history of 
the tax issue and the involvem ent of the state in 
negotiations. Holmes in form s Walsh that he has 
advised the Board to sign the closing agreement.

Closing agreement is to arrive today from the IRS 
for Brock's signature.

Walsh confers with Ron Clarke and Clarke is of the 
opinion MICA shouldn't sign the agreement.

M ason and Holmes have telephone meeting with 
C larke . C larke then d isc u sse s  situation w ith  
Attorney General, Doug Baily. Clarke agrees MICA



March 12

March 15 

March 19

can sign but state wil! remain neutral. He requests 
that MICA report to D irector Walsh once the 
agreement is signed.

Mason faxes to Pierce a summary of conversation 
with Clarke.

Director Walsh sends letter to Brock, who faxes to 
Pierce, M ason and Holm es, stating sta te  cannot 
concur with MICA's signing the agreement.

Pierce sends letter to Walsh (via fax) stating it was 
her understanding state taking neutral position and 
a t tac h in g  M a so n 's  sum m ary  le t te r  r e g a rd in g  
conversation with Clarke.

Walsh calls Pierce regarding her letter. They agree 
on their understanding of state's position which is 
that the state is not taking a position.

Pierce sends memo to Brock with copy to Holmes 
and Mason summarizing above conversation.

Brock signs Closing Agreement and returns to IRS.

Scott signs Closing Agreement.

Final Closing Agreement received by MICA signed 
by Scott and Brock.
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