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.- An examination of the medical care records of 400 patients for a
five-year period show that patients receiving ambulatory mental health care
J have lower utilization of medical services than patients not receiving
1 mental health treatment. By the second post-treatment year, the untreated
group used 1.53 as much non-psychiatric medical care as the treated group,
and averaged more than $94 per year in increased non-psychiatric medical
costs compared to the treated group (Borus, et al., 1985)

e- A comprehensive analysis of a collection of 58 controlled studies
and claims files for the Blue Cross/Blue Shield Federal Employees Plan from
1974 to 1978 concluded that, following mental health treatment, the average

f 8.7-day inpatient hospitalization was reduced by 1.5 days (Mumford, et al.,
f 1984).
J1- Other Blue Cross and Blue Shield data show that following
outpatient mental health care, the monthly cost per patient for medical
I services dropped from $16.47 to $7.06. Inpatient and outpatient medical
el visits decreased by more than 541 (Blue Cross of Western Pennsylvania,
. 1976) o

.- A comparison was made of three groups of persons, all diagnosed as
having one of four chronic, illnesses, covered by the Blue Cross/Blue Shield
Federal Employees Program from 1974 to 1978. One group received 7 to 20

?1.%" "mental health visits within three years, the second was seen for more than
visits and the third group had no mental health treatment. By the third
year, the 7 to 20-visit group had annual medical charges $309 lower, and
those with more than 21 visits had medical expenses $284 lower than the no-
rj! mental-health-treatment group (Schlesinger, et al., 1983). e .v.

e- " Corporations are increasingly finding that employee, assistance --h
Preprograms that Include psychological care can decrease employee medical
costs. For example, General Motors had 11,813 referrals to Its EAP in 1986.
During the same period, sickness payments were reduced by 40t (The New York
8/30/87). - -
XF >esoe, . *

&" studies of subscribers to the Kaiser-Permanente health insurance ";:
plan show that medical bills of heavy users of health services decreases .. .1
anywhere from 371 to 75* after short-term psychotherapy. (The New York J¢M

Times, 8/30/8/j." Ly e A-diar| Xev.

v ;" - Mental health services combined with treatment for physical -_"H™>™
disorders results in decreased hospital costs at least equal to the cost of
""."the mental health services. A recent study of several chronic diseases
. »;.>showed that the use of mental health services "improves the quality and

ppropriateness of care and also lowers costs of providing it" (Schlesinger,
Gt al., 1983).

I- Demand for mental health services would not rise dramatically with
<f- needed, responsible increases in insurance coverage. A recent study showed

edn(onlv_9t,of those with generous mental health coverage sought treatment.
V* r.vTWe"inret al., 1982) V.
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As H e ath C are P roviders

0O Noothermental health profession requires ashigh adegree ofeducation and training in
_mental health as psychology. Accredited doctoral programs in clini 'al psychology,
including practicums and internships at clinics and hospitals, take an average of5 1/2
years to complete. Overtwo-thirds ofthese clinical internships are in hospital settings.

O AIll 50 states and the District of Columbia have enacted laws regulating the practice of
psychology. Licensureisrequired forindependentpractice. Moststate laws require, as
aminimum, a doctoral degree from an accredited institution and at leasttwo years
ofsupervised experience by a senior psychologist. To further ensure quality, an ethical
code has been adopted as part of all state licensing laws.

0O Accredited clinical psychology programs emphasize abasic core thatincludesbiological,
cognitive, emotional, and social bases for human behavior, diagnostic evaluation and
assessment, research, as well as intervention and treatmenttechniques. Among these
techniques are individual, child, family and group therapies.

O Since the mid-1980s, psychologists have provided more outpatientpsychotherapy and
psychological diagnostic evaluations than any other doctorally-trained mental health
professional. In fact, psychology has been in the forefront ofthe leading psychological
and biological research on the ¢lind/body interface, including the diagnosis and treat-
ment ofstress disorders, neurological impairments, brain disease and psychosom atic
illness.

O Diagnostictests performed by psychologists and neuropsychologists are state-of-the-art

tools. Increasingly, physicians and other health care professionals turn to psychologists
fortheir diagnostic capabilities.

O Increasing numbers ofpsychologists are providing education and training in diagnosis
and treatmentforresidents, interns and students in the field ofinternal medicine, family

practice, neurology, obstetrics, oncology, pediatrics, physical medicine and rehabilita-
tion, as well as trainees in other fields.’
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There are approximately 50,000 doctorally-trained psychologists
licensed to independently diagnose and treat mental and nervous

disorders.

Forty-one states have enacted freedom ofchoice laws requiring that
insurance companies reimburse psychologists for their services if
those services are covered by the insurance contractand are within'

the scope of psychologists’licenses.

The recognition ofpsychologists asindependentprovidersincreases
competition to reduce and control costs. Costs for both psycholo-
gists and psychiatrists are significantly lower in all states that have

freedom ofchoice.

Psychologists are currently recognized in federal program s
including the Civilian Health and M edical Program ofthe
Uniformed Services (CHAMPUS), the Veterans Adm inistration, the
Federal Employees Health BenefitPlan (FEHBP), HM Os, commu-
nity mental health centers, comprehensive outpatientrehabilitation
facilities (CORFS),and the Medicaid plans in over halfofthe states.
In addition, psychologists are now recognized asindependent
providers inrendering services to M edicare/HM O enrollees, and to
M edicare patients in community’mental health centers and in rural

health clinics.



Spending to Cut Mental-Heatth Costs

0SOo" ji’ - N
.. EAP E ety itet tteviole fil:
Emproyer Falhds Shrinking the Costs of Mental Iliness EAP iolor h teet. Tt et
. EployecAu Pragran (22P) e Altaretive Treatnant CINorv-EAP fisherads hnany cas.
uallt Care Excm* Family M edeal Claims, Exccii Tftfmtostion Rsts> Employ## oea a’ds
T ny aun 9 tom ri0OQ  nlOiorugorAlooftol Dependency * rTHHﬁTH’It}'Nh Sth s
The BestBuy =" by e
e d Irrpactcf%h
B?/O}aﬁani s% A pdolesaralstae _Feire
SI—VZI%HOM ISraTJciMIL. aplojess_ et o denical dp
\L Eaes 0 sutay o em- cayatscbdrteEAP coaunedan
%’v'th aﬁgmqgg&?g o fanars mﬂmﬁ?ili&sﬂhmm
eiIBJrHJ\eaalatjé?C‘z:rl Kbea HHeltittaatetfors,dem
proedre?Cana sy menu teecss asis
e e e s v et By v 4
vere nmore
v PRy b
rerrovast-a aroafkrtsancost acom-. Ywf Yt o Yar Arong tre std/s atter Higd s
pary nmillior of dbs._ e, en- i/h'D four _Q/erﬁ%mmmm
msgg‘“‘%%% MW& *naref* S*awlera* >)wm eattnaud farpcthUtnc ar teEAP or o dgathoy
Ifttetmeans rgrere hiteeady [0t W a»A¢=W at of, 8% mmﬁaﬁ'aaq%
s%‘sitemdsmofaﬁrw \itotacrsss, gEEHiEssy, a WM = tre BP. Ss\fgv\ere\,\mdJt
stdy of teeX & EEty rEe, 9. Bhsd @e  teloglandi sella hdl ceges o sdEr
vcorell Dogles Byaesigh, nha pderc i beae tas  podss otstrgnantal lles @e
ovdd s @ardewnaslzrg— whaten Inrae Bgmﬂs F  Alresdy, EAPs areussd by 0% dfFor Forty oF et
gdlitycare fran ted et teStlas- wata S Withahrop-  ture50 copanies, OteEm- qtakte ﬁd%%%@
S lezezes 00 ngsb ﬂaﬂsnn%lan_a , em- g%eeﬁesﬂzme Htte withinfour , QI
saeore ten $ milmoer teret  ploasvant bduten ot Sasar dntoetl. .US eploes st 3t e o e
tee Juit o peplewho begin move s ot are. haeaEsotteprayars. Varketasd Wmmm
e - "ﬂ”epaalw_ nsteedsact EAPs ae lidy Oue tesiidy sses- MmWMr
Prime Target UIE kﬁ!ﬁg’ S5 D Chmmmg&%?ilﬂ bt re- ddg atntn Ba _IE%E_Ib
Treatrent £ ach aficios - ATy, TEEOiAied /) Serdascution te VY @ dfaddie hie aakilty
%léga’ddm“d dosecnammntionp chdnﬂjmeﬁm el %Um'mm|mmmmm k \aledeployessfesawd
A)cfemmerrealh% %‘ ! FEE vestn hagrtanks, ek ey -
doe, ey 10 efits ik ghyoaiie lesnatoFtonEOIaL 95 Eploesuosutet et
2% wddrgzgﬂmauinelta@tb’ccst— Different Results nEsare Fmiy DU TErEAPS U iapetisiere g 01Re G on
ile, anew Vet The sty x e ECHTENE 10 Jidytogitate faehuthin
Cp. tetce- \;\slltﬁt @e M taron EdEie s OleacpeaeEshe  tyartoewo i teEAP. Thet
kmuch nore paalat amog toeewhodoetouse 5 g thy hatoes,'" M.
1 strenpeaasioes asae an, a EP. i AtMDorell lngks, o =~ 6 et soethi 1
o, withwormisore hpliatios i mera%esemtd ﬁegpe v oasaaﬁem:g'antvglle addasticl e Mﬁ%eqﬂig/
Vany conpenies arewestlirg " with Msxesfsmwipxﬂrlsc:rﬁcm— aotLellymest ona @it esiswith et pracand besltth plars poace.
ooy SBar Mo s e AEa . T A et L. 1 el ks rtesTy
@o, hrorotin much nore ndea htH srssatdte@#et 'reerplqees%fig DB
fate V& .DC,BaressGap  Tresid/, dsgedasiadiib- sashhiel C Sith, dirsdordaiployee m%mmtemsdﬁ;
ki \H%%NHVHGBLBHE- ates heplogs tetolats ESSETEad huren IesueE k- thaes will amattmihﬂecnn
fisnarecers 't michdot k dae, Besda clansadeb- Jg TGS, _ Ey's estirated $1 millin h saag
Ime'S\ayithegrmtmmNhg stee reads o nore ten 20000 oF O gpoach Bbpoabwereer g a-teredthes aia
trearents Sodd B Miorell lngks'siA00eploes. it bddtearet k gg’ﬁtas— dietswho b 1
s=EL" W. Snith ta, EAP hmmxpapsr[};tarccﬂsmlu
s dottam astatinetd- wertrengild tteygreatti
Jnes Bxﬁeogmvmg te P, OfFtetH, tergntsas £
g&mme;%mm millionwall core S{Jronliedm:i
1 necical dans. 2J millionfron red
~ccch &, [oth teretad 0 ggaTht dans, ad so@a
menlmsa%!?emplqmms fron redlod esteeisn. Savis @
A TR T Eret Hate
i A aucel aopoettdrtecopays  yaswald ke



een .1n
pecific

GOST-SAUINGS AS A RESULT QF PSYCHOTHERAPY

A
ed|ca| C
P

number of studies have éhscgssed the fact that oy eral 1
ost% e dramat] callg requced one F rafte h a pa lent has
sg ot er ax ge I ||0\/(\i|ng are a of those studies.,
réterences WilT be provided™ upon request
g, Nicholas Cummm&;s Ph.D., W|th Kaiser-Permanente. mental
health priograms stated in the October 1s, 1082 Psychiatfic No*
that " " Dispite two decades of research... showing’ that hrief
Pszchotherapy dramincall reduces ufilization of other medical
eSources, policymakers continue to | nore these f,ndmgs when
Adesignin health care sg tems. He ourad In_his, stu Y that
Eso vin [] a]nmal pro ms of HMQ swas ne "...py reymg c
re Ps C erapy to reduce the incidence of ‘unnecessary
medical Care, med|ca,,| ut|1|zat|dn ecmed significantly—arc
stayed down fo[) ,the -fiive years studied,, .Cand amoung pat-ierit
who comeplet'ed r,e psychotherap% med|cal utilization dopPed
75 percent. Thgs Yvas seen as | ortanA when as he |nd|§a ed,
.60, percent of all patient care could not he attributed to
orggnlc I[Iness but was™ue, instead, RY logical .
roblems." Pa |ths man}/ times repori] 0f I |n their
herapists, ang that thefapy d|(1 not ﬁ) them, bn they did
ramatically change thehr overall medical overutilizati on n? n
t%rg éersthla iesgmpto . There have been over 28 replications o

2, In 1977 Sten and Young in completing. a Masters degree.
gM.S.W.?N’ thesis at Portland State, University found that clinic;
oclal work psychotherapy of patients at Kdiser Permanente in
Portland, helped to 3|%n|f|cant|¥ reduce patient
gver—ut|l|zat|on of ot r medica ?ervmes There was a
CLo.a7.1v. (ecre se physician office Vvisits; a s3.e/ decrease
in the number o ﬁ) ysmans seen for office Visits; a s1.2/
decrease n e Ie one contacts; FHH decrease in the number
of prescriptio ns written; a 5.3 ecrease In emergency room

Cost Savings Studies - Page i



Visits: 66.7V.. de?rease In fre%uency ?f pospjtaHfat|ons and a
179 de crease in the average | ndth of stay.in ,
§|ta| Intervention aPpeared 0 be positively assocated with
ver-all ch ange rate of some s3 percent
Jones and Vischi (1??7?), in reviewing twenty-five <zs)
rese%rch ojects, shdwed,?hat fter an | d Ja as In
othe ap reductions in medical/surg a, ex eg itures
avgrage 7% in one study to e2v. IN ut p int ical visits
6sm|n In-patient care.

4. A Kaiser-Permanente study of 152 patients showed that over a
five Kear eriod  there was a reduction jn out- ﬁat|ent Visjts of
620 ahd es% for in-patients. The most Important aspect of this
study Is that the matched non-treatment contro S, a S0 a
Rsycholog cali gistressed grouH showed no change in éhe|r

ealth care utilization over the same five year perio

5, A West German study utilizing a five year follow-up period
after mental health treatment folrvd' an ss% reduction in
in-pat i*ent utilization.

|R g li.st,. non-treated,
els of med|Cﬁ| care
es seen. in their reqdesé f
on Other In
n ffective in
creductio

se S|ons
lead to~The

ical care u
t ﬁ at|on

ych ot er t
short-ter m b
erapeutic ben

—
jQJ

Research conducted Blue Cross/Blu Sh|e| reported in
New York Tpmes gy %e cﬁo % qn Preva
0

e
actice Journal wnh Aoun spons mhlp by te Nati nI
stitutes of Mental Health, folnd that ... psychotherapy can
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11. Federal loyees health insurance program
%8 Ir H [ntehn %ElarE] ges%tsbgrne -lgor emc?tv}lgﬁalpha? c?rn(f)ers’ oo e
Lm/ing s1 Ph.D
aT ear

ntafl ealth
ckage, i.e.

\(Dmﬁmsr\)
N
XCDQJ
—

1
Aé
BW
|b
7

13 In 1977 there were 118,767 Patlent contacts WIH] 45
g Ysmlans at The Eugene Hos ita and C||n|c these

-patients oniy 2,900 2.44X Were diagnosed as having
mental or emotiond.l d|sorders by the physicians.

#

t
14, The GrouB health Association  of Washington, D.C., showed a
reduction in sage 0f %eneral medical care bg as much as 30.7X,
and a 7o.sy drop” In L»ab and X-ray use the year after .
psychotherapy serV|ces were recelved.

15, Kaiser Plan of California d 250,00 in the f ||0wing
year, for each patient who rec e psyc 0t rapy services.

oSt
edyures/ser |ce?f
chotherapy service

0. e{n Pennsylvanla noted a so de|
on len he "use 0 IC urgica
g (g those pat|ents WWO(L c? ce|gved

it

Studies of coverage of clinical social work psychotherpy
vices In private health insurance programs in hew vork State

1.
er
>Ny costs $o.00 - $o.15 per month/premium (NASW in Washington

2
S
$
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ce coyerage for
206 study, Who had

s et strongly
spital rage
e-treatment

ulatio
P |zatpon for

UsSa
ave

e avera
age bhel

es, M.S. WI a IYPic social worker, deveIo ed a

g t Kennecott C y' Utah.
age 5 8 working mon
avera $7o 67/pers n/month,
08§ ts a era % ; oant
a sychotherapy significan
e eE gased %yz 99 average
ty COStS averaged
ed/surg COStS averaged
9 5/ REDUCTION [N AB ENTEEISM.
EMNITY. AND A 8.9/ REDUCTION ‘IN
! Those—*emproyees not rnvoved n

t worse and showed Inc&ease

r
e s of: 2
a % increase rg wee ndemnity

ase ospital, ical and surgical

>3

~ 33“’

9/

| fornia |nd|cated that

orkers r
e d] have
coverage 1

from Blue Cross of Ca
bl oo
he total rates For h%

25. A 1979 study reported in Psychratrrc News states that

~.mental health claims are not a su stantra goruon of total
claims dollars." Adarn the findings were nl % etween 5 to
7/ of the c¢laims dollars were paid out for menta ea care of
all tvpes Including (npatient Services. In general .C0sts of
menia health care’..have lagged behind the Tncreases in other
tyealth services.
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26. A 1984 NIMH study < AMA News, November 9, 1934 )] whrch B
éhe Iar?est and most com prehensrve surve}/ to date of 'm e tal

rscir eYs In rcatef éhat oX of gul merca S SU ers fror
af ,ea&t one menta rsorée Such Isorders wee eqnualy
diviae hetw en males and fem Ieﬁ ovveve on /?t of” thasi
so identified, ever saw a mental healt pfr ?sr al

treatment. Jhe r st were seen by their “family pnysician only
and never referred for Servces.

27. A 1980 article in M]errcan Medical News <T0/10/34 ?tate—
that ".. A Qrepard mental nealth care program, J)ears abe to
cut healn e pe,hce?... a result, of tHiis intervention and
cost-sa,vrnr%r or the tirst time In three years, Stationers
Corp.iurdnrsd of have an Increase in Its health insurance

prem :

23, McDonnel:' Dou?I as <and several other companres ||ke Xeros,
Hallmark Cards, P neg Bowes, ?nd IBM), in Brovr |n% In-house
mental health servrce ror em oye-es “calcllates that it saved
T4 mrllron over 10 gears gther companies also report .
owered costs for>médical and drsabrlrty insurance, fewer
accidents and reduced absenteeism..

29.. A 19so article in the American Journal of Psychiatry
Indicates rhat on|¥ 7.3/ 0f Th'S‘UTe‘d—B‘a‘rre‘nTs had servrces for
mental health diso de[)s, OJ these Fr half the clard*n for
SUCh services were supmit by general physicians an

mental health professionals.

so. A 1931 study reported in American Medical News <¢/4/s1)
found that treatment for aIcohoIrsm resulted in a savings of

$15 million, with "alcoh %rsm rehabilitation p[]ogra s Chav:ing]
an SsX SUCfeSS rate." tress management and bac
programs also saved further money. the $2|7 mrllron— ,
estimated savings are “"conservative figures..." for New York

Telephone employees.
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| Advancing psychology as a science, a prolession, and as a means of promoting human welfare

MENTAL HEALTH BENEFITS: NEED AND COST EFFECTIVENESS

niea

o 28 million American adults have a serious mental disorder other than substance
abuse. These mental 1illnesses cost society an estimated $129.3 billion annually,
about half of which 1s attributable to lost productivity In the workplace (Rice

et al., 1990).

o In any one-month period almost 8 millLign people experience depression at an
estimated annual cost of $15 billion, &ﬂO billion of which Is attributable to
absenteeism from the workplace (Regier et. al., 1988; NIMH, D/ART Office, 1990).

0 Stress causes American workers to miss an average of 16 days on the job each year,
and nearly three-fourths of the corporate medical directors and human resources
managers surveyed call stress "very pervasive" or "fairly pervasive." Managers
surveyed reported that 13$% of their employees suffer from symptoms of depression,
Including difficulty 1n concentrating (36$), sleep problems (35%), loss of energy
(27%), and loss of interest in work (18%). (American Medical News, Nov. 10, 1989).

o Mental Illness, Including depression, can be as functionally disabling as a serious
heart condition and more disabling than other chronic physical Illnesses such as lung
or gastrointestinal problems, angina, hypertension, and even diabetes (Wells et

al., 1982).

0 60% of all health care visits are by people with no physical problem. This figure
rises to 80%-90% when stress-related illnesses (e.g., peptic ulcer, ulcerative
colitis, hypertension, etc.) are also Included (Cummings & VandenBos, 1981).

QcsT GHSET AND GCBT. EFEFECITYEHESS

The cost of including mental health benefits In health Insurance plans must be
evaluated in light of the substantial savings that accrue from making qualified
mental health services available. A growing body of empirical research demonstrates
that mental health care can substantially reduce the utilization and cost of more
expensive medical care. This economic effect is known as "cost offset".

0 Three hundred veterans who received abbreviated mental health treatment following a
history of excessive medical health utilization were able to reduce outpatient
medical visits by 36%. Control groups, who received no psychotherapy, actually
increased outpatient medical utilization. (Massad et al., 1990).

0o A comprehensive analysis of 58 controlled studies and claims files for the Blue
Cross/Blue Shield Federal Employees Plan from 1974 to 1978 concluded that, following
mental health treatment, the average 8.7-day inpatient hospitalization was reduced by
1.5 days. The same study summarized over 60 Investigations of psychotherapy effects
on medical utilization and found that 85$% demonstrated medical utilization decreases
following psychotherapy. The average decrease for Inpatient utilization was 73.4$,
and for outpatient services 22.6%. (Mumford et al., 1984).

Seventeenth Street, N.W. n c————



0 400 patients who received ambulatory mental health care had lower utlllk stlon of
medical services than patients not receiving mental health treatment, over a five
year period. By the second post-treatment year, the untreated group used 1.53 as
much medical care as the treated group, and averaged more than $94 per year in
increased medical costs compared to those who received mental health treatment.
(Borus at al., 1985).

0 Medicaid patients hospitalized for physical ailments and provided mental health
interventions realized average cumulative savings of $1,500 over a subsequent 2 1/2
year period. The cost of the mental health Intervention was entirely paid for (l.e.,
totally offset) by these savings. Patients hospitalized without physical ailments
who received mental health treatment realized savings, ranging from $296 to $392
depending on severity of diagnosis. (Fiedler et al.» 1989).

(Qo A three year study of over 10,000 Aetna beneficiaries showed that after Initiation I
of mental health treatment, client medical costs dropped continuously over 36 months.*.
The health costs of one mental health treatment group fell from 3$242 the year prior

to treatment to $162 two years post-treatment. Other subject groups demonstrated
similarly dramatic offset effects, leading the researchers to conclude that a
decrease in total health care costs can be expected following mental health-
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STATE OF ALASKA
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Revision Date: 3/22/91

Title: An Ad recunng the medical assstance progamto cover

yoologst dincal sood workers* sevices

Sponsor: Senate HESS

Vv (S) Publish Pate: V//&/79/
Department Affec
BRU: (1) Medical Assistance Medicaid

Component: Non-Facility
(2) Medical Assistance Admin. Claims Processing

Requestor: COMPONENT SERIAL NO.
Expenditures/Revenues: Thousands of Dollars

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0
TRAVEL 104.1 59.2 70.3 83.6 99.3 117.9
CONTRACTUAL non non 00 0.0 00 0.0
SUPPLIES on nn nn 0.0 . nn 00 _
EQUIPMENT 0.0 0.0 0.0 0.0 0.0 0.0
LAND & STRUCTURES 0.0 0.0 0.0 0.0 0.0 0.0
GRANTS CLAIMS 392.2 967.9 11944 14740 18189 22445
MISCELLANEOUS non no non Ma_ 0.0. 00.
TOTAL OPERATING 4963  1.027.1 12647 15576 19182 23624
CAPITAL 0.0 0.0 0.0 0.0 0.0 0.0
REVENUE 0.0 0.0 0.0 0.0 0.0 0.0
FUNDING: (Thousands of Dollars)
GENERAL FUND 236.8 498.8 0148 757.9 9342 11517
FEDERAL FUNDS 2595 528.4 650.0 7996 983.9  1,2107
OTHER 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL L4963 _ 1027J7 _ 19/1R  L1RR7R  191R=l . 23624
POSITIONS:
FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME 0.0 0.0 0.0 0.0 0.0 0.0
TEMPORARY 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of current year impact:

Changes i S 'S /52 (//£5]

ANALYSIS: (Attach a separate page if necessary.) reflect NO FISCAL CHANGE from the origina

See attached

Prepared By
Division: Medical

Approved by Commissioner: Theodore A. Mala,

Agency: Health and Social Services

fiscal note. This fiscaLoWis appropriate.

Date:
MD, MPH, Commission”
Date:

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impact Agency(ies).
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STATE OF ALASKA glscéﬁ M@E BILL NO. cssb 157(LAo
1992 LEGISLATIVE SESSION
Revision Date. Department Affected: Commerce & Economic Development
Title: An Act relating to optometrists. BRU: Occupational Licensing

Component;  Administration

Sponsor: Senator Adams
Requestor: House Finance COMPONENT SERIAL NO.
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0
TRAVEL 0.0 0.0 0.0 0.0 0.0 0.0
CONTRACTUAL 0.0 0.0 0.0 0.0 0.0 0.0
SUPPLIES 0.0 0.0 0.0 0.0 0.0 0.0
EOUEPMENT 0.0 0.0 0.0 0.0 0.0 0.0
LAND & STRUCTURES 0.0 0.0 0.0 0.0 0.0 0.0
GRANTS. CLAIMS 0.0 0.0 0.0 0.0 0.0 0.0
MISCELLANEQUS 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL 0.0 0.0 0.0 0.0 0.0 0.0
REVENUE 0.0 0.0 0.0 0.0 0.0 0.0
FUNDING: (Thousands ofDollars)

GENERAL FUND 0.0 0.0 0.0 0.0 0.0 0.0
FEDERAL FUNDS 0.0 0.0 0.0 0.0 0.0 0.0
OTHER 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
POSITIONS:

FULL-TIME 0.0 . 0.0 0.0 0.0 0.0 0.0
PART-TIME 0.0 0.0 0.0 0.0 0.0 0.0
TEMPORARY 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of current year impact: None

ANALYSIS: (Attach a separate page if necessary)
The bill amends the optometry statutes to authorize the use of pharmaceutical agents in the practice
of optometry. New funds are not required to implement this bill.

Prepared By: Jennifer Strickier Phone: 465-2144
Division: Occupational Licensing

Approved by Commissioner: Glenn A. Olds

Agency:  Commerce & Economic Development Z Date:

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).

Rev 10/90 Page I of__ L_
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CS FOR SENATE BILL NO. 157 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE LABOR AND COMMERCE COMMITTEE

Offered: ¥18/%2
Referred: Judiciary

Sponsors):  SENATOR ADAMS

A BILL
FOR AN ACT ENTITLED

"An Act relating to optometrists.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 08.72.175(a) is amended to read:

(@ The board may issue a license endorsement authorizing a licensee to prescribe and
use the pharmaceutical agents described in AS 08.72.272, if the licensee or applicant for a license
passes the written and practical portions of an examination on ocular pharmacology, approved
by the board, that tests the licensee’s or the applicant’s knowledge of the characteristics,
pharmacological effects, indications, contraindications, and emergency care associated with the
prescription and use of pharmaceutical agents. The endorsement expires at the same time as
the license to which it attaches. The endorsement may be renewed upon satisfactory completion
of continuing education requirements established by the board by regulation.

* Sec. 2. AS 08.72.272 is repealed and reenacted to read:
Sec. 08.72.272. USE OF PHARMACEUTICAL AGENTS, (a) A licensee may prescribe

and use a pharmaceutical agent in the practice of optometry if

SB0157b -1- CSSB 157(L&C)
New Text Underlined [DELETED TEXT BRACKETED]



(1) the pharmaceutical agent is a drug topically applied to the human eye and its
appendages; and
(2) the person holds a license endorsement issued by the board authorizing the
prescription and use of pharmaceutical agents.
(b) A licensee may not purchase, possess, prescribe, or use a pharmaceutical agent unless
the licensee has obtained a license endorsement under AS 08.72.175.
* Sec. 3. AS 08.72 is amended by adding a new section to read:
Sec. 08.72.273. REMOVAL OF FOREIGN BODIES. A licensee may remove superficial
foreign bodies from the eye and its appendages. This section is not intended lo permit a licensee

to perform invasive surgery.

CSSB 157(L&C) -2- SB0157b
New Text Underlined [DELETED TEXT BRACKETED]
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Official Business @) 423256

TO: Representatives Mike Navarre and Eileen MacLean, Go-chairs
House Finance Committee

FROM: Senator A1 Adams
RE" Senate Bill 157, "An act relating to optometrists"
DATE: May 4,1992

This isto request a hearing cn the aforementioned legislation. Accompanying this memorandum
isbackground information for committee review.

Senate Bill 157 expands the authorized pharmaceutical agents available for use in the practice of
optometry. Itaccomplishes thisby repealing and rewriting AS 08.72.272.

The Senate Labor and Commerce Committee substitute, which | support, adds a new Section 1 to
clarify that the Board of Optometrists may issue a license to optometrists to both prescribe and use
the pharmaceutical agents described in AS 08.72.272. This was done to eliminate uncertainty in
the use of pharmaceutical agents in the office setting in addition to prescribing use by clients at
home. The substitutebill also deletes a prior version's subsection which authorized the use of oral
pharmaceutical agents.

An updated fiscal note has been requested from the Department of Commerce.

Thank you.



Cedar™ & Oliliwii'In/
2211 E Northern Lights Blvd., Suite 202

Anchorage, Alaska 90508 American Optomelric Association
(907) 276-2080
Fax (907) 276-2081

JEFFREY A. GONNASON, O.D
My name 1is Jeffrey A. Gonnason, 0.D., a doctor of optometry. [

am a life-long Alaskan, president of the Alaska Optometric Asso—
ciation, and past president of the Alaska State Board of Examin-—

ers in Optometry. I have been 1in private practice in Alaska for
over 15 years. On behalf of the Alaska Optometric Association
representing over 60 of Alaska“®s Doctors of Optometry, |1

wish to thank the committee for hearing this 1issue in the public
interest. Documents of support are available from Alaska and
across the nation relating the 16 years of experience by other
states that allow optometrists the use of therapeutic medica—
tions.

The purpose of this legislation is to update the Alaska optometry
statutes with regard to the use of pharmaceutical agents. Cur—
rently, only diagnostic drugs are used for examining the eye.

Passage of this legislation would allow qualified Alaska op-—
tometrists to treat the conditions they currently diagnose in a
manner consistent with their education and training. Alaska
statutes currently require optometrists to "keep informed of and
use current professional theories and practices” (AS 08.72.240).

In the 30 states where optometrists routinely use drugs to treat
eye disease, problems have virtually been non-existent over a 16
year track record. Alaska®™s 0.D."s do not have this earned and
justified privilege.

Optometry as a profession has grown progressively more sophisti—
cated and capable. Most doctors of optometry complete 8 to 9
years of college: 4 years undergraduate and 4 years of graduate
training 1in optometry school, as well as a residency progranm.
Admission requirements and tests are similar to those for medical

and dental schools. The biomedical sciences presented in other
health professional programs are taught in optometry school with
the same quality of instruction. Course work 1in diagnosis and
treatment of eye disease and ocular pharmacology 1is much more
extensive than that presented in medical school. Clinical train-—
ing occurs in various clinics, HMO"s, Public Health, Indian
Health, and VA Hospitals. Optometry schools are accredited by

the same national agencies that accredit medical schools.

Alaska state education funds would be better spent 1if these
doctors could practice their healing arts in their own native
state. It is difficult to get new graduates to come to Alaska
because they cannot currently utilize the full extent of their
training.
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JEFFREY A. GONNASON, O.D.

Optometrists possess an education similar to dentists, podia-
trists, and medical doctors. None of these other practitioners,
including general medicine, have the extensive training and
education specific to eye disease and ocular pharmacology. Yet
of these practitioners, onI%/ optometry is limited In i1ts _use of
pharmaceutical agents. We have far more extensive education, as
well as training In the use Of'hl?hlc}/ specialized eye instrumen-
tation, than the general medical doctors, nurses, ad. health
aides that are currently allowed to treat eye disease iIn Alaska.

Last year the American Public Health Association, which repre-
sents  over 52,000 health professionals, passed a resolution
entitled "Access to Treatment for Eye Care". This resolution
recommends that legislators update their state optometry practice
acts to allow optometrists to use therapeutic pharmaceuticals.

This _ bill will not allow ‘'grandfathering” of present
practitioners. Current statutes already require each Alaska
optometrist to pass additional examinations determined by the
State Board to receive a license endorsement for pharmaceutical
agents.  Current regulations for a license already require pass-
ing "TREATMENT AND MANAGEMENT OF OCULAR DISEASE'®, a nationally
recognized and standardized examination offered by the Interna-
tional Association of Boards of Examiners in Optometr% (1AB), of
which Alaska 1s a member. | can assure you that the Board would
exercise the utmost caution iIn stringent requirements for pharma-
ceutical endorsement.

The malpractice insurance rate paid by optometrists are the same
in states that do allow as those that do not yet allow treatment
of eye disease. This iIs an unbiased reflection of quality, cost-
effective care. Malpractice rates have actually been reduced
recently. My rate went from $356 last year dowmn to $250 this
year. This 1s positive proof of the public safety of optometry,
with 16 years of therapeutic experience and one of the lowest
litigation rates of the health professions. The courts hold
optometrists to the same standards of care applicable to medical
doctors and dentists.

Optometrists are classified as physicians under federal Medicare
Law, with respect to all services authorized by state Hlaw.
Medicare patients are denied access to therapeutic eye care from
optometrists iIn Alaska.  U.S. Public Health, Indian Health, and
military optometrists iIn Alaska have used medications for many
years. If they enter private practice as many have done, they
are then restricted by outdated Alaska statutes.
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JEFFREY A. GONNASON, O.D

The only reason for this legislation i1s to provide much better
access to quality, affordable, and cost-effective eye care for
Alaskans. This 1s especially true in our smaller towmns and
villages. In Alaska, optometrists outnumber ophthalmologists 3
to 1 and are widely distributed throughout the state, while the
ophthalmologists are only in the Juneau, Fairbanks, and Anchorage
areas (including Soldotna). Time and expense would be saved by
the public and the state health payers by reducing unnecessary
travel, lost work time, not having to pay more than one doctor,
or not having to pay the higher fees of a surgical eKe specialist
for a conmon primary care condition. According to the Journal of
the American Medical Association, April 1985, 'The cost of prim-
ary care_iIncreases when it is_provided by specialists, without
necessarily improving its quality...". These cost savings have
been well documented. _ Increased competition and Tfreedom of
choice among providers is also a cost containment reality.

The optometrist is often the Ffirst contact for a patient
suffering from an eye disorder. In most cases, needed treatment
can begin immediately, an important aspect in the treatment of
many eye diseases.  Early diagnosis and treatment allows the
optometrist to eliminate patient suffering, and can prevent
serious complications.

Optometrists are reasonable, educated, caring professionals with
a clean track record nationally. We are state licensed with
strict standards. We are regulated by the State Board, by legal
liability concems, by community opinion, and by medicine and the
legislature looking carefully over our shoulders. Unlike our
other medical and non-medical colleagues with unrestricted li-
cense for new educational developments, we practice under a
limited license and must return to the legislature for statute
changes as optometric education and eye care technology advances.
The State Board of Optometry should alloved to determine the
scope of practice by regulation, as i1s done by other health
professions in Alaska to keep current with health care advances.

We are fortunate to have a legislature that will respond to the
health care needs of all Alaskans. By lending your approval to
expansion of primary eye care services by optometrists, you will
be supporting the basic_goal of improved quality of life for all
Alaskans. Our support is from a broad base: State health admin-
Istrators, educators, Native organizations, community and region-
al health groups, iInsurance providers, medical doctors, dentists,
nurses, pharmacists, and mostl b%/ our patients all over the
state who choose to trust us with their eye care.



T he
O ptom etrists

By Stacy Fitch, O.D.

ABSTRACT: From July 15, 1987 through December 31,
1988, the Kansas Optometric Association collected infor-
mation from Kansas optometrists regardinﬁ the number
of diagnostic cases seen, their respective therapies, and
the number of miles saved. This paper attempts to show
the impact of the Kansas therapeutics law on optometrists

and their patients.
. INTRODUCTION

April 17, 1987 was just a typical day for most of us.
But, for Kansas optometrists, it was a milestone. On that
day, Kansas became the 17th state to pass a therapeutic
law, which has greatly expanded the practice of optometry
in Kansas. , .

The Kansas Optometric Association (K.OA? conducted
astudy for the first year and a half after |mP ementation
of this law which asked KOA members to vo untanlg keep
track of all diagnoses made, therapies, the number of
therapeutic encounters, the miles saved, and the referrals
made to other doctors. This information was returned to
'the_Kansas Optometric Association. .

The Kansas therapeutics law for optometry includes the

. adm|n|ster|ngi and dispensing of topical Fharmaceutlcal
drugs, as well as, the removal of superficial foreign bodies
from the cornea and conjunctiva. Any anti-inflammatory
agents administered are limited to a 14-day supply and
may only be used topically.

RESULTS

Forty-three offices representing 47 optometrists respond-
ed to the study. This represents 23% of the 203 op-
tometrists initially certified at SBEO to use therapeutics.
Therefore, the results of this studY will significantly
understate the actual impact. Overall, the total rmleage
saved by the patients treated by optometrists during the
1Vi year period is over 128,000 miles. This represents
amajor savings of time and out-of-pocket travel expenses
for patients. o , ,

In Table 1, 23 maAor diagnoses are listed, with the
number of cases of each per month, dating from July 1987
through December 1988. The cases that were referred to
another doctor are not included in the table. Two cases
of scleritis treated by rural optometrists are not included
in the table. A case of scleral melt secpndar?/ to cataract
surgery is not listed in the table, but is included in the
study. This case was co-managed by an optometrist and
N surgeon. This case alone saved the patient 1600 miles,
Aencompassing all trips made to the optometrist.

~ The percentage of cases seen by optometrists practic-

ing in cities versus those practicing in rural areas is con-

sidered in Table 2.

Table 3 shows the percentage of cases per month.
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DISCUSSION

In Table 2, the greatest percentage of cases were seen
by rural optometrists. It would seem that patients are turn-
ing to optometrists for their primary eye care in rural areas
because of greater convenience. However, it is difficult
to draw concrete conclusions in this re%ard because the
majority of optometrists resPondmg to this study are O‘I)-
tometrists practicing in rural areas. It may be reasonable
to assume that urban optometrists didn’t respond because
the miles saved would not be great. However, a higher
urban OD's response would have reflected significant cost
savings over emergency room visits.

In Table 3, the greatest percentage of cases seen per
month occurs approximately one year after the implemen-
tation of the therapeutics law. There could be several
reasons for this. The patients may be more aware of what
optometrists can treat now than when the law first pass-
ed. Optometrists may also be more confident in treating
more sophisticated ocular maladies. Also, as found in the
study, optometrists are receiving more referrals from
hospitals and general physicians.

. ~_ CONCLUSION o

Prior to April 17, 1987, none of the cases in this study
would have been handled by optometrists because the Kan-
sas optometry laws did not allow it. _

The mileage saved by the patients became very impor-
tant in rural areas, which have an optometrist available,
but not an ophthalmologist. Since Kansas is largely a rural
state, patients are benefiting from the revised optometry
laws in time saved, money saved, elimination of un-
necessary referrals, as well as improved health care.
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You have heard or will hear a number of reasons why the use of therapeutic
drugs by optometrists is dangerous. Let me consider some of these.

YOU WILL HEAR that optometrists are not properly trained to use pharmaceuticals
for therapy. This is simply not true. The course of study in this area is the same
as that of medicine and more extensive than that of dentistry. Not only are the hours
of pharmacology the same for medicine and optometry, but it should be noted that the
medical student must study all organs equally, whereas, the optometry student can
specialize in the eye once general pharmacology is completed. The drug interactions
and systemic effects of the drugs administered for ocular conditions are studied in
great detail. Students see numerous patients with pathology which requires pharma-
ceutical therapy. These students are supervised by ophthalmologists. So when other
ophthalmologists say our students do not receive appropriate clinical instruction they
are providing misinformation, by reacting emotionally not rationally.

YOU WILL HEAR that a profession which is non-medical should not be allowed to
use drugs. Yet dentistry and podiatry are non-medical and use therapeutic drugs,
and surgery in the course of their professional préctice and no harm has come to the
public. The real issue here is not whether optometrists are medical or non-medical;
the fact is that optometrists are well trained health-care professionals.

YOU WILL HEAR that these therapeutic pharmaceutical agents can have systemic
effects, effects on other parts of the body, and that there could be interactions
with other drugs a patient may be taking. These are true statements and optometrists
along with physicians, dentists, podiatrists and pharmacists study these areas and
responsibly incorporate it into their practice. The information necessary for
responsible use of these agents is in the public domain and accessible to all health
professionals, not just to physicians. It was the result of scientific investigations

and is not exclusively "medical".



YOU WILL HEAR that there will be public safety problems if optometrists are
allowed to use these agents. Very unlikely situations and cases will be put forth,
coupled with the assumption of absolutely no professional judgment on the part of
the optometrist. These "strawmen" prove nothing. Yet, two states, West Virginia
and.North Carolina, have had this law for over 10 years and there have been no sub-
stantiated problems as a result. The reason | use the word substantiated is that
there have been claims of problems but none that have been corroborated, and some have
been found to be fraudulent. Twelve states have this law and the safety of the public
Is just fine. Better access, better quality care and cost containment have been the
result.

In conclusion, optometry schools are educating and training optometry students
well in the areas of diagnosis of eye pathology and in the responsible use of
pharmacological agents. These students will graduate with the appropriate professional
judgment to provide high quality eye care to their patients.



EDITORIAL
Lyman C. Nordcn, O.D., Editor
What makes optometric primary eye care better?

This issue contains another of several letters I've received
stating that optometric primary eye care is better, not just less
costly than ophthalmologic. Actually, 1 agree. Now how do we
convince others?

It's easy to show that optometric care is less costly. All you
have to do is look at financial balance sheets. Look at optometric
training sites versus medical. Look at HMOs and governmen-
tal agencies in which optometrists provide the primary eye care.
It’s also easy to show that optometric training in primary vi-
sion care is better. All you have to do is look at curriculum.
Optometric training involves far more hours in optics, refrac-
tion, and psychophysics of vision than does medical - and
primary Vision care is what most consumers really want from
their eye care providers.

Ophthalmology, however, counters with a compelling argu-
ment that medical training makes its delivery of primary ocular
health care superior to optometry’s. Of course optometry then
has to convince anyone still listening that its training in ocular
health care is good enough to do the same. Perhaps we should
start with our own compelling argument that optometric train-
ing is superior to medical training for the delivery of primary
eye care, which includes hoth primary vision care and primary
ocular health carc. But first we must ask ourselves. “What is
there about optometric training that results in better primary
ocular health care?" Following are a few observations and opi-
nions from one who has spent some 20 years in multidisciplinary
practice settings, optometric training sites, and affiliated medical
training sites.

First there is the matter of attitude, developed either in train-
ing or prior to training and then nourished by it. Medicine has
a long-standing and often-dramatized association with lifc-and-
death issues in patient care and in training for patient care. We
see it in the media every day and we hear it in legislative ses-
sions every year. It would be understandably difficult to train
in such an environment without being caught up in the egocen-
trism that can result. This is not saying that egocentrism is bad.
It’s probably necessary for making clinical decisions about death
and serious illness. But let’s be realistic. People don’t typically
seek primary eye care for fear of death, blindness, or any other
disabling illness. Most people seek primary eye care because
they either want to see better or look better, or both. Op-
tometrists seldom have trouble coming back down to earth when
dealing with the vast majority of patients who simply want
primary vision care. Similarly'optometrists seldom have trou-
ble coming back down to earth when dealing with legislators
and policy makers who simply want what is best for their con-
stituents.

Optometrists are better able to communicate one-on-onc with
their patients. This is one of the principal reasons why optometry
has been able to survive and grow within our medicine-
dominated health care system. When given a choice, most people
elect to receive their primary eye carc from an optometrist. An
important reason for this is that optometrists are better able to
understand what people really want and need from their primary
eye carc providers. This ability to communicate effectively with
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primary care patients better enables the optometrist it) elicit com -
pliance in the pharmacologic management of eye disease.

| believe the development of these communication skills is
inherent in optometric training because that training is based
upon subjective refraction. In subjective refraction, the doctor
in training bases virtually every step of the clinical examina-
tion on the patient’s response to a question. How many doctors
do you go to for health care who actually listen and respond
to virtually everything you say for 30 minutes or more? How
many doctors do you go to for health care who actually base
their diagnoses more upon wha: you tell them than upon what
they sec in your tests? Unlike optometric training, fundamen-
tal medical training involves numerous clinical decisions bas-
ed more upon laboratory tests and clinical observations than
upon conversation with the patient. Optometrists, however, talk
with their patients. This is why optometrists arc more likely to
obtain compliance from patients requiring ocular disease
management.

I believe these communication skills are further refined in op-
tometric training because that training involves both the prescrip-
tion and fitting of prosthetic devices (eyeglasses and contact
lenses). By comparison, medical training typically involves the
prescription of pharmacologic agents, dispensed by a third party.
Prescription medications are purchased and dispensed away from
the prescribing doctor’s office and quickly forgotten, whether
they worked or not. Who wants to pay for another office visit
and lose another half day in the doctor’s waiting room because
they're not sure a prescribed medication really worked? A pro-
sthetic device, however, requires individualized fi’ting and when
it doesn't perform satisfactorily, the patient usually knows it and
returns it to its source, at which point the underlying problem
must be confronted. Eyeglasses obtained from the prescribing
optometrist which don’t perform as expected are usually brought
to the attention of the doctor in a remarkably efficient feedback
loop. This direct feedback system is not a part of ophthalmologic
training. Refracting ophthalmologists insulate themselves with
opticians (and seem to think they are more virtuous than op-
tometrists for doing so).

Not only must optometrists constantly stand ready to prove
themselves to the patients for whom they prescribe, they must
do so at virtually every turn within the total health carc system.
Medicine, because- of its status in the eyes of the public,
legislators and policy makers, seems always to be assumed right
in everything it says until overwhelmingly proven wrong. Op-
tometry on the other hand seems always to be assumed wrong
until it proves itself incontrovertibly right.

Being challenged at every turn ultimately makes optometry
better at what it docs. Optometry has always had ophthalmology
nearby, eager to point out any perceived errors in clinical judge-
ment when a case goes bad. This naturally makes optometrists
more conscientious and conservative in their treatment of pa-
tients. What other health carc profession has a more active and
therefore more effective quality assurance program?

Nothing in this discussion should be construed as a criticism
of medical training. I see nothing wrong with medical training,
nor am | in a uniquely credible position to criticize it. But |
know what I like, and don’t like, in every brand of health care
| consume - and so do our patients. The point is that, for the
provision of primary eye carc, optometric training is hotter than
medical training.

\a. Il Nt Winter. MO
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Optometric Education

The growth of the optometric profession is in no small
measure due to the remarkable expansion of optometric
education during the past thirty years. Because optometry is
a relatively young profession, It has been able to benefit
from the tremendous expansion in technology during re-
cent years. Many people are not aware of the truly signifi-
cant changes that have recently taken place in the profes-
sion and its educational base.

Fifteen schools and colleges of optometry in the United
States now provide an educational experience that is
equivalent in length and scope to that which is provided by
schools of medicine and dentistry. All medical, dental and
optometry programs are four years in length and require the
same level of professional training. In fact, a comﬁarison of
the current catalogs of the University of North Dakota
School of Medicine (UND) and Southern California College
of Optometry (SCCO) demonstrates that the admission re-
quirements of SCCO are actually more stringent than *'iose
of the UND.

Admission Requirements (Quarter Units)

UND SCCO
Calculus Not required 3-4
Biology or zoology § 8
Microbiology Not required 4
Physics _ 8 12
General chemistry 8 12
Organic chemistry 8 4
Psychology . 3 8
En?hsh 6 8
College Algebra 3 Not required
Total hours required 90 90

During the first two years of both professional programs,
students receive extensive training in basic health sciences,

such as pharmacology, anatomy, physiology, neuro-

sciences, and pathology. The second two years are more
clinically oriented; the medical student is trained in all

aspects of medical care while the optometry student con-

centrates on the eye and visual system. The result is that the
optometry graduate completes his training with much more
extensive and in-depth tra_mmg in the eye and in the
dlagnosw and treatment of its abnormalities than does the
medical school graduate.

After graduation from the four-year professional pro-
grams, both the optometrist and the physician are examined
and licensed by appropriate agencies of the state. This
license allows the physician to Eract]ce all aspects of
medicine and surgery, including the diagnosis and treat-
ment of eye diseases and the performance of eye surgery.
Although most physicians undergo additional training In

one of the medical or surgical specialties, no further testing
or licensure is required in order for them to practice as a
specialist. Therefore, even though some physicians have
undergone several h/ea_rs_of additional training to become
pediatricians, any physician is permitted to treat diseases of
children, and even though some physicians have under-
gone several years of additional tra|n|n?. to hecome obstetri-
cians, any physician is permitted to deliver babies. Similar-
ly, even though some physicians undergo several years of
additional training to hecome ophthalmologists, any physi-
cian may treat diseases of the eye.

For legal and licensure purposes, it is assumed that the
training received in the four years of medical school
qualifies' the %raduate to practice all aspects of medicine
with reasonable competency. This assumP_tlon appears to
work very well since there appears to be little pressure for
changes to the Medical Practice Act which would require
aha_t only specialists be allowed to treat various types of con-

itions.

This same assumption miﬂh_t well be applied to other
health professions as well. It it can be demonstrated that
the training a health professional receives in a given area is
equivalent to or superior to that received by a physician,
there seems to be no logical reason why he should not be
allowed to do what the physician does in that area of health
care. Since only about 4.5 percent of all physicians are
ophthalmologists, it makes good sense to permit the doctor
(t))lf optometry to provide primary eye care whenever possi-
€.

Benefits of Use
of DPAs Continue

Since the use of diagnostic pharmaceutical agents (DPAs)
by optometrists was authorized by the 1979 North Dakota
legislature, the benefit to the public of this action has con-
tinued to be demonstrated. More than 90 percent of North
Dakota optometrists have heen certified, and most use
DPAs routinely in their diagnosis and treatment of vision
problems. Contrary to the dire predictions of those who op-
posed the 1979 legislation, no adverse effects have been
reported. In fact, the Optometry Board has not received any
formal complaints or reports of problems associated with
the use of DPAs hy optometrists. Professional liability
premiums, perhaps the best indicator of whether or not pro-
blems are occurring, have not been affected. The action of
the 1979 legislature has proven to have been prudent and
in the best interests of the people of North Dakota.

The North Dakota experience is the same as that in ihe
other forty-eight states that currently permit optometrists lo
use DPAs. In none of these states has significant evidence
been brought forth to suggest that any adverse effects are
occurring. Itisalso worthy of special note that in the twelve
states which permit optometrists to use therapeutic as well
as diagnostic agents, no reports have been made ofany pro-
blems associated with their use. In fact, it has been well



documented that the therapeutic agents are even less likely
to cause complications than are the diagnostic agents. This
underscores the fact that the optometrist of today is capable
of using both diagnostic and therapeutic pharmaceuticals
safely and effectively in his or her practice.

Because of the much broader geographic distribution of
optometrists and the fact that fees charged by them are
generally less than those charged by ophthalmologists, ma-
jor savings to the public are realized when optometrists are
permitted to practice at their highest level of training. The
necessity of referring persons with relatively minor eye in-
juries or infections to a surgical eye specialist or a hospital
emergency room always results in a charge for the second
examination and frequently results in the loss of several ad-
ditional hours from the patient's work and/or the travel of
many additional miles.

Optometry IS Primary Eye Care

Analysts of the health<are delivery system have divided
it into three broad categories which they have labeled
primary care, secondary care, and tertiary care.

Primary care is that level of care delivered by "first con-
tact" providers. These are the doctors first contacted by a
person in need of health care, and they are able to diagnose,
and treat the great majority of persons they see. It has been
estimated that from 85 to 95 percent of all health care can
be classified as primary care. In general, primary-care pro-
viders do relatively little of their work in hospitals. The
American Medical Association considers family and
general practitioners, pediatricians, internists, and obstetri-
cian/gynecologists to be primary medical care providers.
Other primary-care providers include general dentists, op-
tometrists and podiatrists.

Secondary-care providers are generally those who have
received additional specialized training beyond that which
is required of primary-care providers. Persons with unusual
or complicated problems or those who require more than
very minor surgery are generally referred to a secondary-
care provider by a primary-care provider. Most surgeons are
classified as secondary: t-* providers, and secondary care
involves more use of hospitals and specialized facilities
than does primary care. Among the medical specialties, or-
thopedic surgeons, ophthalmologists, anesthesiologists,
and cardiologists are examples of secondary-care providers.
Non-medical secondary-care providers would include den-
tal specialists, such as orthodontists and periodontists, and
optometrists who limit their practice to contact lenses.

Tertiary-care providers are those who specialize in the
diagnosis and treatment of rare conditions. Their practice is
almost always hospital based and requires additional train-
ing beyond the secondary level and use of sophisticated

techniques and instruments. Examples of tertiary-care pro-
viders would be open-heart surgeons, brain surgeons,
ophthalmologists who repair retinal detachments, and
organ transplant specialists.-

Because of the additional training and skills required to
practice at the secondary and tertiary levels, the care pro-
vided is usually more expensive than that provided at
primary level. Even in cases where the fees charged are the
same, when the costs to society of education and training
are considered, the cost of secondary and tertiary care is
higher. Since the vast majority of all care can be provided at
the primary level, it makes good sense from an economic
standpoint to have as much care as possible provided at that
level, and in most cases, it is. For example, even though a
cardiologist may have more training in the management of
high blood pressure, family practitioners are perfectly
capable of managing uncomplicated cases. And even
though an orthopedic surgeon may have more training in
the anatomy and function of the joints, a pediatrician is
perfectly capable of treating a child's simple sprained ankle.

Similarly, optometrists, although they do not have the
same training as do ophthalmologists, are perfectly capable
of managing uncomplicated eys conditions. Their educa-
tion and training in the diagnosis and treatment of eye pro-
blems is much more extensive than that of most physicians,
and their past record of conscientious, conservative care
is evidence of their ability to recognize and refer to other
providers those conditions that require care at the second-
ary or tertiary level.

Health Care Not
Necessarily Medical Care

Although the terms health care and medical care are
often used interchangably, they do not really mean the
same thing.

Health care isa broad term that refers to the entire area of
maintenance of physical well-being. Medical care is much
more limited in that it refers to health care which is provid-
ed by medical doctors.

Although the various areas of health care seem to be fairly
well defined, many areas overlap. For example, the Medi-
cal Practice Act, since it was the first to be enacted, is all-
encompassing and permits the physician to practice all
aspects of health care regardless of whether or not he or she
has any training in that area. Thus, any physician may legal-
ly fill teeth or prescribe eyeglasses. On the other hand, cer-
tain procedures which would usually be considered the ex-
clusive domain of physicians are done by some other
health-care providers. Dentists are Bermitted to use general
anesthetics and prescribe oral antibiotics and potent pain-
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APHA recognizes contributions to public health, vision care

ATLANTAA~- The Vision Care Section
(VCS) of the American Public Health
Association (APHA) recognized the con-
tributions of a public health leader and a
public policy center at the association’s
119th annual meeting.

Recognized for his important contribu-
tions to public health in general and vision
care in particular, was Harris Nussenblatt,
0.D., Dr.P.H. of Houston, TX, winner of
the section’s 1991 Distinguished Achieve-
ment Award. Dr."Nussenblatt is a found-
ing member of the Vision Care Section
and served as chair from 1982-84. He also
serveQ as section councilor, program chair
and editor of the section’s newsletter.for
many years. He was also cited for his
committee work for the American Opto-
metric Association (AOA) and the Asso-
ciation ofSchools and Colleges of Optom-
etry (ASCO) by Les Caplan,0.D.,M.P.H.,
awards chair,

"In summary, Dr. Harris Nussenblatt's
record is one of academic excellence with
significant contributions to public health
and eye care issues. His work has always
been attune to changes in health care de-
livery while being both a leader and team
player — all of which has improved the
health and well-being of the public,” said
Dr. Caplan.

The section’s Outstanding Paper Award
went to Mordachai Soroka, Ph.D., of the
Center for Vision Care Policy, State Col-
lege of Optometry, State University of

/

Harris Nussenblatt, O.D., Dr. P.H.

>
New York. The award paper, titled "Com-
parison of Examination Fees and Avail-
ability of Routine Vision Care by Optom-
etrists and Ophthalmologists,” was recently
published in Public Health Reports. Dr.
Soroka's national survey determined that
ophthalmologists’ fees are $19 more than
optometrists’ fees for routine eye exami-
nation. In addition, he reported that the
waiting time forroutine examinations with
ophthalmologists was 15days longer than
for optometrists, which added a barrier for
access to services, . m
e VCS sponsored numerous ﬁapers,
presented during the conference. The pa-

ol R i ypir mn>, 11 -y

pers highlighted a patchwork quilt of sub-
jects and their effect upon public health.
Panel presentations addressed model dia-
betes control programs, screening
underserved populations, and eye care in
underdeveloped countries.

Papers were presented by ODs as well
as physicians, nurses, government repre-
sentatives and scientific researchers, ac-
cording to Debbie Hettler, 0.D., M.P.II,,

SCCO program
covers AIDS and

vision problems

FULLERTON, CA— "Eye/Vision Prob-
lems Associated With AIDS,” was the
topic of a recent, special edition of the
Southern California  College of
Optometry’s (SCCO) Vision and You cable
television program. The program featured
SCCO faculty members John Nishimoto,
0.D., and Russell Jew, O.D., discussing
the devastating effect ofAIDS on the eyes.
In some cases, eye signs of AIDS are the
first to be noticed as the retina is almost
always affected by the malady. AIDS can
have serious consequences on the patient's
vision, the doctors noted. .

Dr. Nishimoto and Dr. Jew emphasized .
that all HIV-positive patients should have :

an eye examination every three months.
Sometimes, the first sign of full-blown
AIDS s seen in the eye and treatment to
prevent the AIDS virus from multiplying

rapidly must be started in order to-saVe at’

least some vision.

tearlayer ofthe eye, so optometrists should

The AIDS virus has been noted in the i

Chicago, IL, program chair for the VCS.

“The meeting offered a great opportu-
nity to interact with health professionals
from around the world and enhance the
role of optometry in the total health care
system," said lan Berger, Ph.D., VCS Ac-
tion Board representative, Houston, TX.

Frescura, luminary of
European optometry,
dies at 85

Romeo Frescura, a founding member of
the European Optometry Society (SOE),
has died at the age of 85in Imperia, Italy.
The second of four generations in the
optical field, Fresgura was a consultant to
the Italian government for eye care and
served as president of the optometric trade
union there., Active in optometric educa-
tion in Italy, France and Germany, he
served as president of the SOE for nearly
20years. He is survived by his son, Ugo
Frescura, presidentofthe SOE since 1985,

D eath s

t t
ST. LOUIS-- The American Op-
tometric Associationu'derives_its
great strength and spirit from its"

¢ people, and mourns all those it

loses. TTiefoifowirig ‘are (those

members whose passing has been ’

reporlfd to the AOA News”asof '
mot
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Double vision

Governor Schaefer justified his veto fast week of the 'eye
drops' bill by saying the measure would have 'lowered the stan-
dard of medical care here." In fact, the governor's action ensures
that Maryland, alone In the nation, will retain a double standard of
eye care — one for those who have access to an ophthalmolo-
(rqlst) and another for those who cannot afford the h|?her fees or
Ive in rural areas of the state not served by an ophthalmologist.

The 'eye drops' battle has been a legislative fixture for so long
thal.it can almost be seen as an duel between lobbyists. But the
political fight shouldn't obscure the real Issue here, which Is rank
Protectionism for one branch of the medical profession. Mary-
agd's law governing the practice of optometry was adopted ‘In
19J4, and since then not one word has been changed. Mean-
while, every other state in the nation has allowed optometrists to
use eye drops {'pharmaceutical a .ents'g In order to check pa-
tients for disease. This Is not a radical Idea; optometrists every-
where else in the country routinely use .this Important diagnostic
tool. Maryland optometrists are trained In the use of diagnostic
eyfc drops and are authorized to use them In the state's Veterans
AdJninlstration Hospitals or In public health facilities, but not In
their private offices. e

Dne result of Maryland's backward law is that the number of
neP(v_apphcants taking the state's optometry exam has dropped b_r
half in the last five years. In other words, affordable eye care will
become harder to procure — a sign that does not bode well for
visfon in this state.
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Lastweek, Gov. William Donald
Schaefervetoed a hill thatwould finally allow
.optometrists In Marylandto use
eyedrops for diagnostic purposes. Foryears
the bill has been a turfbattle In
Annapolis between optometrists and
ophthalmologists.

Schaefer’s veto makes Marylandthe
only state leftwhich still denies optometrists
the rightto use eyedrops to dilate
patients' pupils. Canyou Imagine that?

Schaefer said he was swayed by

medical authorities and his own
' ophthalmologist who requested he veto

the. bill. He said he didn't believe that
optometrists' trainingrequirements .'
adequately compare o the training required
ofophthalmologists:.

Sen. Arthur Dorman, D-21st-

Beltsvilld an optometrist, didn't buy
Schaefer’s.reasons for the veto.

R

1l;)orman would like to know the real reason
or the veto.

Dorman knows the real reason. He.
Justdoesn'twant to say. So TOsay Itfor him. *

The real reason is Broce Bereano,
Annapolis’ number one money-miJdng
lobbyist. Bereano represents the
ophthalmologists, and in 1986 he raised tens
ofthousands ofdollarsfor Schaefer’s
gubernatorial campaign.

7Vomonthsago, | ran IntoBereano
afterbmakfutatthe Maryland Inn. Winking,
he sdpoke bzilbo]yt getting aveto ofthe g
eyedro ifit paascs. Doyou see a qui
g¥o qug? Qifitp. YA q

Iteamed along time ago that the
sleaze factor in politics comes Inbipartisan
doses. The Republicans have their Ed
Meece, and in Mai-yland the Democrats have
Schaefer and Bereano.

thorv"’&'FhereF‘é;@ |§f%§?§ﬁ§§:§]’%&e sa
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Schaefer'seye-drop veto

Gov. William Donald Schaefer was in a quandary last week.
He had to decide whether to sign or veto a bill allowing optome-
trists to administer eye drops to dilate patients’ pupils, a proce-
dure that helps the optometrists detect eye disease.

On the side of signing the bill were the governor’s own health
secretary, optometrists, consumers, the General Assembly,
which passed the bill earlier this year, and the fact that every
other state in the union allows optometrists to administer eye

drops.

On the side of vetoing the bill were ophthalmologists, who
stand to lose customers and money if the bill becomes law, and
Bruce Bereano, the ophthalmologists’ high-powered lobbyist,
who also ralsed tens of thousands of dollars for Schaefer’s gu-

bernatorial campaign.

No contest, ifyou’re this governor. Schaefer vetoed the bill.
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Baltimore, Thursday, june 2,1983

Double vision

Governor Schaefer Justified his veto fast week of the 'eye
drops' bill by saying the measure would have 'lowered the stan-
dard of medical care here." In fact, the governor's action ensures
that Maryland, alone In the nation, will retain a double standard of
eye care — one for those who have access to an ophthalmolo-
FlSt) -and another for those who cannot afford the h|?her fees or
Ive in rural areas of the state not served by an ophthalmologist.

The 'eye drops' battle has been a legislative fixture for so long
thal.it can almost be seen as an duel between lobbyists. But the
political fight shouldn't obscure the real Issue here, which Is rank
Protecnonlsm for one branch of the medical profession. MarY-
and's law governing the practice of optometry was adopted In
19J4, and since then not one word has been changed. Mean-
while, every other state in the nation has allowed optometrists to
use eye drops (‘pharmaceutical a .ents'J In order to check pa-
tients for disease. This is not a radical Idea; optometdsts every-
where else in the coun’ry routinely use .this Important diagnostic
tool. Maryland optometrists are trained In the use of diagnostic"’;
eyf drops and are authorized to use them In the state's Veterans
Administration Hospitals or In public health facilities, but not In
their private offices. e

Dne result of Maryland's backward law is that the number of
new applicants taking the state's optometry exam has dropped b,r
ha(f in the last five years. In other words, affordable eye care will
become harder to procure — a sign that does not bode well for
vision in this state.
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Lastweek, Gov. William Donald
Schaefer vetoed a bill that would Anally allow
.optometrists in Marylandto use
eyedrops for diagnostic purposes. Foryears
the bill has been a turfbattle in
Annapolis between optometrists and
ophthalmologists.

Schaefer’s veto makes Marylandthe
only kate leftwhich still denigs optometrists
the rightto use eyedrops to dilate
patients’ pupils. Canyou imagine that?

Schaefer said he was swayed by
medical authorities and his own

" ophthalmologist who requested he veto
the. bill. He said he didn't believe that
optometrists’ training requirements ."
adequately compare to the training required
of ophthalmologists..

Sen. Arthur Dorman, D-21st-
Beltsvlli™ an optometrist, didn’t buy
8chaefer’».reasons for the veto.

Dormanwould like to know the real reason
for the veto.

. Dorman knowsthe real reason. He .
justdoesn’twantto say. Som say Itfor him.

The real reason IsBruce Bereano,
Annapolis’number one money-mtJdng
lobbyist. Bereano represents the
ophthalmologists, and in 1986 he raised tens
ofthousands of dollars for Schaefer's
gubernatorial campaign.

Two months ago, 1ran into Bereano
after breakfastatthe Maryland Inn. Winking,
he spoke aboutgetting alslgto ofthe
%qu@g?blll ifit passes. Doyou see aquid

I learned along time ago that the
sleaze factor Inpolitics comes In bipartisan
doses. The Republican! have their Ed
Meese, and in Maryland the Democrats have
Schaefer and Bereano.

wtoamie e S Al R, i< q
flglrm errpsnﬁ)%ro{tl){eﬁ\/lary?a[)néJ ’
ouseqfDelegates.
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Schaefer'seye-drop veto

Gov. William Donald Schaefer was in a quandary last week.
He had to decide whether to sign or veto a bill allowing optome-
trists to administer eye drops to dilate patients’ pupils, a proce-
dure that helps the optometrists detect eye disease.

On the side of signing the bill were the governor’s own health
secretary, optometrists, consumers, the General Assembly,
which passed the bill earlier this year, and the fact that every
other state in the union allows optometrists to administer eye

drops.

On the side of vetoing the bill were ophthalmologists, who
stand to lose customers and money if the bill becomes law, and
Bruce Bereano, the ophthalmologists’ high-powered lobbyist,
who also raised tens of thousands of dollars for Schaefer’s gu-

bernatorial campaign.

No contest, ifyou're this governor. Schaefer vetoed the bill.
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Lastweek, Gov. William Donald
Schaefer vetoed a bill thatwould Anally allow
. optometrists in Maryland to use
eyedrops for diagnostic purposes. Foryears
the bill has been aturfbattle in
Annapolis between optometrists and
ophthalmologists.

Schaefer’s veto makes Maryland the
only state leftwhich still deniés optometrists
the right to use eyedrops to dilate
patterns’ pupils. Canyou imagine that?

Schaefer aaid he was swayed by
medical authorities and his own
" ophthalmologist who requested he veto
the. bill. He said he didn’t believe thsl
optometrists' training requirements
adequately compare to the training required
of ophthalmologists..

Sen. Arthur Dorman, D-21st-

BehsviDe, an optometrlst didn’t buy
Schaefer™ reasons for the veto.

orman would like to know the real reason
or the veto.
Dorman knows the real reason. He.
Justdoesn’twantto say. Som say it for him.
The real reason is Bruce Bereano,
Annapolis’ number one money-maklng
lobbyist. Bereano represent* the
ophthalmologists, and in 1986 he raised tens
ofthousands of dollars for Schaefer's
gubernatorial campaign.
Two months ago, 1ran into Bereano
after breakfastatthe Maryland Inn. Winking,
he spoke about getting a veto of the
B¥ed rog bill if it paaaea. Doyou aee a quid

I'learned a long time ago that the
aleaze factor in politics comes in bipartisan
doses. The Republican™ have their Ed
Meese and in Maryland the Democrats have
Schae er and Bereano.
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Schaefer'seye-drop veto

Gov. William Donald Schaefer was in a quandary last week.
He had to decide whether to sign or veto a bill allowing optome-
trists to administer eye drops to dilate patients’ pupils, a proce-
dure that helps the optometrists detect eye disease.

Onthe side of signing the bill were the governor’s own health
secretary, optometrists, consumer” the General Assembly,
which passed the bill earlier this year, and the fact that cvoiy
other state in the union allows optometrists to administer eye e

drops.

On the side of vetoing the bill were ophthalmologists, who
stand to lose customers and money if the bill becomes law, and
Bruce Bereano, the ophthalmologists' high-powered lobbyist,
who also raised tens of thousands of dollars for Schaefer’s gu-

bernatorial campaign.

No contest, ifyou’re this governor. Schaefer vetoed the bill.
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DOCUMENTS WHICH HAVE NOT BEEN FILMED BUT ARE

AVAILABLE IN THE ORIGINAL FILE INCLUDE:

CORRESPONDENCE AND COMMENTS RELATIVE TO SB 157 FROM:

|

CALLISTO MEDICAL CLINIC, KETCHIKAN, 2/18/92

2. STATE OF FLORIDA, DEPT. OF HEALTH AND
REHABILITATIVE SERVICES, 4/23/90

3. THE COMMONWEALTH OF MASSACHUSETTS, DIVISION
OF INSURANCE, 3/26/90

4. 10OWA STATE BOARD OF OPTOMETRY EXAMINERS
2/17/90

5. COMMONWEALTH OF KENTUCKY, BOARD OF
OPTOMETRIC EXAMINERS, 4/24/89

6. AMERICAN ASSOCIATION OF RETIRED PERSONS
NEVADA STATE LEGISLATIVE
COMMITTEE, 4/24/89

/. VALLEY EYE AND LASER CENTER, RENTON,
WASHINGTON, 3/13/89

8. NORTHWEST EYE CENTER, SEATTLE,
WASHINGTON, 2/08/89

9. SOUTH DAKOTA DEPARTMENT OF SOCIAL SERVICES
12/211/88

10. COMMENTS OF LESLEY W. WALLS, 0.D., M.D. TO THE
VIRGINIA STATE BOARD OF MEDICINE, 12/20/88

11. WEST VIRGINIA BOARD OF OPTOMETRY, 10/16/86
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Fiscal Note Analysis of Bill to Changa Xnterast Rats Statute

This bill would maka two fundamental changes in tha interast
rats on wunpaid and overpaid taxes and royalties from state
resources. First, instead of a fixed rate of 12 percent the
interest rate would be set at 5 percentage points ebove the rate
charged member banks for short term advances by the 12th Federal
Reserve Dietrict effective the first day of the calendar quarter,

or a fixed rate of 11 percent, whichever Is greater. Second,
instead of simple annual interest, interest will be computed on a
quarterly compounded basis as of the effeotivo date. Accrued

interest on taxes and royalties due prior to the effective date of
this bill would be subject to compounding.

The short term rata quoted by the 12th Federal Reserve
District in effect on March 1, 1991 was 6,0%. This means that
under this bill, if the current rate does not ohango on or before
July 1, the applicable rate would be 11% for the third quarter of
1991, the first quarter effected by this bill.

Obviously the current floating rate is lower than the current
law provides, However, the real 1impact of the proposed change
contained in this bill is in the change from simple to compounded
interest. Because the interest on outstanding taxes or royalties
due and accrued interest prior to the effective date is charged
interest quarterly, the amount of inbereat due builds at an

accelerating rata over time.

The revenue impact outlined in this Fiacal Kota assumes an
interest rate of 11 percent, $1000 million in overdue/overpaid
taxes or state royalties and accrued interest of 9500 million.
This 1is roughly 50% of current outstanding tax assessments plus
interest, a conservative assumption to allow for partial resolution
and payments. The following table shows the 1impact for other
higher interest rates possible under this bill.

AGO 10050596



Analysis of CS sB150
March 28r 1991

Page 2
Compound Interest Example for Interest Statute
(Millions %)
Amount Overdue/Overpaid 1000
Prior Accrued Interest 500
PROPOSED INTEREST LAM
CURRENT INTEREST DUE(FED DI8 + 5ft COMP QUART)
DUE <12* SIMPLE) 11* Dif 12% Dif 13* Dif
Year 1 120 172 52 188 68 205 85
2 120 192 72 212 92 233 113
3 120 214 94 230 118 264 144
4 120 238 118 268 148 300 180
5 120 265 145 303 183 341 221
Totali 800 1081 481 1210 610 1344 744

As can ba seen from tha table, the use of compounding can be
a powerful additional monetary incentive to speed the resolution
of disputes over tha correct amount of taxes.
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< Zs SENATE BILL NO. 158
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

Introduced:  3/1/01
Referred: Finance

A BILL
FOR AN ACT ENTITLED
1 "An Act relating to the interest rate on unpaid and overpaid taxes and to the due dates
2 for and interest on unpaid and overpaid royalties and net profit share payments from

3 state resources; and providing for an effective date.”

4 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

5 * Section 1. AS 38.05.135 is amended by adding new subsections to read:

6 (c) Payment of a royalty or a net profit share payment to the state under a lease issued

7 under AS 38.05.135 - 38.05.181 becomes due on the date and in the manner specified in the lease

8 or in a regulation adopted by the commissioner.

9 (d) If a royalty or net profit share payment to which the state is entitled under
10 AS 38.05.135 - 38.05.181 is not paid when it becomes due under (c) of this section, the royalty
1 or payment bears interest in a calendar quarter at the rate of five percentage points above the
12 annual rate charged member banks for advances by the 12th Federal Reserve District as of the

first day of that calendar quartey“ompounded quarterly as of the last day of that quarter.

14 (e) Interest at the rate and in the manner provided in (d) of this section shall be allowed

1- SB 158

SB0158a -
New Tex": Underlined [DELETED TEXT BRACKETED]
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and paid on an overpayment of a royalty or net profit share payment made under AS 38.05.135 -

38.05.181.

* Sec. 2. AS 43.05.225 is amended to read:
Sec. 43.05.225. INTEREST [ON TAXES]. Unless otherwise provided,
fB—when a tax levied in this title-is notpnid by the date preseribed- for its-

payment, [BECOMES DELINQUENT! it bears interest in a calendar quarter at the rate of five

percentage points above the annual rate charged member banks for advances by the 12th

Federal Reserve District as of the first day of that calendar quarter*ompounded quarterly

as of the last day of that quarter:
(2) the interest rate is 12 percent a year for

(A) delinquent fees payable under AS 05.15.095(c):

(B) arrearages for child support as provided in AS 25.27.025 unless’

a lesser rate authorized bv that section applies: and

(C) unclaimed property that is not timely paid or delivered, as allowed

bv AS 34.45.470('a).

* Sec. 3. AS 43.05.280(a) is amended to read:
(@) Interest shall be allowed and paid on an overpayment of a tax under this title at the

rate and in the manner provided [PRESCRIBED] in AS 43.05.225(1) [AS 43.05.225].

* Sec. 4. AS 43.31.141 is amended to read:
Sec. 43.31.141. WHEN TAX DUE, EXTENSION AND INTEREST. The tax imposed

by this chapter is due and payable 15 months after the decedent’s death [,] and shall be paid by

the executor to the department. If the department finds that the payment on the due date of tax

or any part of the tax wouid impose undue hardship upon the estate, the department may extend

the time for payment of ary part, but no extension may be for more than one year and the

aggregate of extensions with respect to an estate may not exceed five years from the due date.

In that caseathe amount in respect of which the extension is granted shall be paid on or before

the date of the expiration of the period of the extension unless a further extension is granted.

If the time for the payment is extendeda there shall be collected, as part of this amount, interest
on the tax as [AT THE RATE] provided in AS 43.05.225(') [AS 43.05.225] from the due date

of the tax to the date the tax is paid.

* Sec. 5. AS 43.55.060 is amended to read:

SB 158

2-
New Text Underlined [DELETED TEXT BRACKETED]
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Sec. 43.55.060. DELINQUENCY. When the tax provided for in this chapter becomes
delinquent, it bears interest as provided [AT THE RATE PRESCRIBED] in AS 43.05.225(1)
[AS 43.05.225]. If any person fails to make a report required by this chapter, within the time

prescribed by law for the report, the department shall examine the books, records* and files of

1

2

3

4

5 the person to determine the amount and value of the production to compute the tax, and the
6 department shall add to the tax the cost of the examination, together with any penalties accrued.
7  * Sec. 6. APPLICABILITY OF COMPOUNDED INTEREST. Beginning on the effective date of
8 this Act, interest accrues on underpayments and overpayments of royalties, net profit share payments,
9 and taxes, and on any interest accrued on them before the effective date of this Act, at the rates and in
10 the manner specified in AS 38.05.135(d), added by sec. 1 of this Act, and AS 43.05.225, as amended
11 by sec. 2 of this Act.

12 * Sec. 7. This Act takes effect July 1, 1991.

SB0158a -3 SB 18
New Text Underlined [DELETED TEXT BRACKETED]
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AMENDMENT 4 4
B</<>)Jt "

T0: SB 158
* */

Page 2, lines 5 and 6:

Delete all material and insert:
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AMENDMENT

OFFERED IN THE SENATE
T0: SB 158

Page 1, line 13, after '‘calendar quarter,"
Insert: "or at the annual rate of 11 percent, whichever

IS greater."’

Page 2, line 8, after 'calendar quarter."
Insert: 'or at the annual rate of 11 percent, whichever

IS greater,"
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SENATE BILL NO. 158
Sectional Analysis

Section 1. Clarifies the date upon which royalties are
due. Sets the rate of iInterest for unpaid royalty
payments under AS 38.05.145 - 38.05.181 at five
percentage points above the rate charged member banks by
the 12th Federal Reserve District, compounded quarterly.
Without the amendment, royalty interest iIs determined
under AS 09.30.070 (Interest on Judgments), currently
10.5%, and does not compound. [If an interest rate is set
in a_ lease, the contract rate would be unaffected by this
provision. Provides that interest on overpayments is the
same as iInterest on underpayments.

Section 2. Sets the rate of iInterest for unpaid taxes
under AS 43 at five percenta%gtE0|nts above the rate
charged -member banks by the Federal Reserve
District, compounded quarterly. Without the amendment,
the rate iIs 1% simple interest. This statutory section
has historically ap?lged to the charitable gaming
prgqram; to the unclaimed property program; and to the_
child support _enforcement program. The amendment retains
the old 12% simple interest provision for those programs.

Section 3. Conforming amendment to _ensure that interest on
overpayments remains the same as iInterest on
underpayments.

Sections 4 and 5. Conforming amendments necessary to refer
other sections of the tax laws to the tax portion of the
section providing for iInterest.

Section 6.  Applies the new floating interest rate and the
compounding provision to the principal of royalties and
taxes that were outstanding on the effective date of the
act and to iInterest that has accrued on those royalties
and taxes on that date.

Section 7. Provides for a July 1, 1991 effective date.

AGO 10050606



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA Di . ' %g

MEMORANDUM March 21, 1991

SUBJECT: May the legislature constitutionally authorize compounding of
interest due on delinquent taxes? (SB 158)

TO: Senator Sam Cotten
ATTN: Deborah Vogt

FROM: Jack Chenoweth
Legislative

Bill section 2 of Senate Bill 158 amends the manner of computing the interest rate
on delinquent taxes from a simple interest to a compounded interest basis. Bill
section 6 of the measure directs that, from the measure’ effective date, July 1,1991,
interest will compound as well on the interest due and payable on unpaid taxes that
has accrued to that date.

There is no question in my mind that the legislature may change the manner of
computing interest on unpaid taxes as is proposed by bill section 2. Shifting from a
simple to a compound rate (or vice versa) is theoretically and arguably no different
than amending or adjusting the interest rate. In the absence of any express
prohibition on doing so, the rate may be changed. There is ample authority to
support that legislative action.

The change proposed by bill section 6 would also seem to be unobjectionable as a
constitutional matter. The ex ction of a penalty or interest, or both, for delinquency
in the payment of taxes does not make the penalty or interest payment part of the
tax. Penalty and interest are remedial and, generally, may be constitutionally applied
to taxes which have already become delinquent at the time of amendment of the
statute. League v. Texas. 184 U.S. 156, 46 L.Ed. 478, 22 S.Ct. 475 (1902) (finding a
Texas statute providing that delinquent taxes should bear interest from the time of
delinquency applicable to taxes already delinquent at the time the statute took
effect). In similar manner, the amendment of a tax payment enforcement provision
by the change of the penalty or interest, including the manner of determination of the
interest, will apply to all taxes, whether levied and due before or after the amend-
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Senator Sam Cotten
March 21, 1991
Page 2

ment. Henry v. McKay, 3 P.2d 145 (Wash. 1931) (statutory interest rate reduction
held applicable to taxes delinquent at the time of the rate reduction).

In my judgment, the legislature may properly and constitutionally require the
compounding of interest on the interest due on delinquent or unpaid taxes levied and
collected by the state under AS 43 if that interest has accrued before the effective
date of the act. The measure proposed a change in the manner of calculation that
is uniformly applicable to all taxpayers. Taxpayers who are delinquent on the
effective date of the act may not properly claim the right to have the penalty and
interest due for the asserted tax delinquency remain unaltered until the delinquency’s
clearance. See also Webster v. Auditor General. 80 N.W. 705 (Mich. 1899) (statute
changing the interest rate on delinquent taxes upheld, the court concluding that the
taxpayer in delinquency did not have a vested right to have interest on the
delinquency remain unchanged); Plankinton Packing Co. v. Wisconsin Tax Commn..
224 N.W. 121 (Wise. 1929) (change in the rate of interest applicable to back income
taxes held retroactive to taxes assessed on income prior to the bill’s passage, it being
said by the court that it was well settled that a state may impose retrospective
penalties on delinquent taxes); O’Shaughnessv v. Wolfe. 685 P.2d 361 (Mont. 1984)
(increased rate of interest on delinquent tax payments given retroactive effect and the
retroactive effect of the provision offends no state or federal constitutional due
process or equal protection provision).

I trust this is sufficient for your purposes.

JBC:pl
91-198.pIlm
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DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA mﬁ[ﬂ%

MEMORANDUM March 20, 1991

SUBJECT: Retroactive effect given to invest rate
increases and compoundipjfof interest on.taxes

TO: Senator Sam Cotten™”?,
FROM: Jack Chenowe
Legislative G

It is well settled that a legislative may, constitutionally, enact a statute, retrospective
in its effect, to increase the rate of interest due on delinquent taxes. Webster v.
Auditor General. 80 N.W. 705 (Mich. 1899); O’Shaughnessv v. Wolfe. 685 P.2d 361
(Mont. 1984); 4 ALR 2d 954, note.

My research disclosed no cases in which a legislature acted by statute, retrospective
in its effect, to shift the interest rate applicable to delinquent taxes from a simple
interest application to one that provided for compounding. Nevertheless, on the
contention that the application of interest to delinquent taxes is an enforcement
mechanism, it is difficult for me to understand that a sourt would favor an interest
rate increase but find reason not to favor a shift in the manner of computation.
Clearly, the substitution of a compounding feature for what had previously been a
simple interest factor results in an increase, and increases have been allowed.

The ability to change, retrospective in effect, the manner of computing interest on
delinquent taxes and the rate of interest on those overdue taxes is not without limits.
And, as | advised in the debate over retroactive adjustments to the economic limit
factor (ELF) in early 1989, the courts will consider the extent of the "reach back."
We can only be reasonably certain that the courts would approve a retroactive
application to the beginning of the current tax year or, arguably, the current fiscal
year, whichever would be earlier. Retroactive application to a date before the earlier
of either of those would render the likelihood that the court would sustain the
legislature’s action more doubtful.

JBC:Imb
91-092.1mb
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M EMORANDUM State of A laska
Department of Law

o Hon. Lee Fisher, Commissioner pgE March 20, 1991
Department of Revenue
ALEND:

BNy 465-3600
- Re: Proposed amendments
BT 10 158
| | / -
RM defr\/y . Bush

/Assistant Attorney General i
ILegislation and Regulations Section

Pursuant to your request, we have prepared proposed
amendments to Senate Bill 158, relating to the iInterest rate to be

charged pn delinquent taxes and royalty payments. | understand
thatgyoup intend to offer these amendments at the Senate Finance

Committee meeting on Friday, March 22.

) __ Please contact me 1f you need any further assistance on
this bill

JWB:cl

cc w/ enc: “Senator Pat Pourchot, Co-Chalr
Senate Finance Committee

Bruce Kendall, Legislative Liaison
Office of the Governor

AGO 10050618
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EFFECT OF A COMPOUND INTEREST PROVISION

Under current Alaska statute (Title 43), a simple interest calculation is used to
determine interest owed on tax liabilities. Simple interest assesses interest on
principal only; no interest is charged on accrued interest. The attached
graphic illustrates the fiscal effect of changing the current statutory simple
interest calculation to a compound interest formula-the usual method of
financial institutions and modern business transactions. Compounding
assesses interest on accrued interest as well as outstanding principal. To
illustrate the effect of compounding, a 12 percent interest rate on a tax liability
of $10 million is assumed for all four cases. In each case the tax was due in FY

85 and paid at the end of FY 98. Where applicable, the compounding statute is
enacted at the beginning of FY 92.

Case One - Simple Interest

Under the first case, simple interest is used throughout the 14-year period.
This case shows the tax and interest liability under current state statute.

Using a simple interest formula, the total tax and interest liability is $26.8
million.

Case Two - Compounding on Only the Tax Portion of Liability Starting in
FY 92

This scenario calculates simple interest on the tax liability for the years FY 85
through FY 91. In FY 92 when the compound interest provision becomes
effective, compounding applies only to the $10 million principal owed in FY
85. Compounding does not occur on interest accrued from FY 85 through FY
91. Compounding on principal and interest occurs from FY 92 through FY 98.
The total tax and interest liability under this case is $31.3 million.

Case Three - Compounding the Tax and Interest Liability Beginning in FY 92

The third case calculates the tax liability and interest owed using simple
interest from FY 85 through FY 91. In FY 92 when the compound interest
provision becomes effective, the outstanding tax liability of principal ($10
million) and accrued interest ($8.2 million) are subject to compounding. The
tax and interest liability under this case is $39.4 million.



Case Four - Compounding Retroactive to FY 85

This final case shows the effect of compounding over the entire period of
analysis, i.e., if the compound interest provision were retroactive to the
initial tax liability date. If the state of Alaska used this more usual form of
interest calculation, the total tax and interest liability would be $52.3 million.

The difference between cases one and four ($25.5 million) illustrates the
financial disincentive to the timely payment of taxes owed under Alaska's
current statutes.  Essentially, investing the $10 million would result in a
return of $52.3 million after 14 years under the usual compounding of
interest. These proceeds could then be used to pay the tax and interest liability

of $26.8 million assessed using using simple interest. The $25.5 million is the
"profit" on the alternative investment.

revised 2/12/91
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ANNUAL INTEREST RATE CHARGED MEMBER BANKS FOR ADVANCES
BY 12TH FEDERAL RESERVE DISTRICT

.Late
1/1/85
4/1/85
7/1/85
10/1/85
1/1/86
4/1/86
7/1/86
10/1/86
1/1/87
4/1/87
7/1/87
10/1/87
1/1/88
4/1/88
7/1/88
10/1/88
1/1/89
4/1/89
7/1/89
10/1/89
1/1/90
4/1/90
7/1/90
10/1/90
1/1/91

Current
(2/1/91)

Rate
8%
8%
7.5%
7 5%
7.5%
Rel
6.-S%
5.5%
5.5%
5.5%
5.5%
57
6%
7]
(67
6.5%
6.5%
Rel
M
"M
"M
6.5%
6.-5%
6.-5%
6.5%
(7]

Rate + SW

13%
13%
12.5%
12.5%
12_.5%
1%
11.5%
10.5%
10.5
10.5%
10.5%
11%
11%
11%
H%
H.5
11.5%
12%
12%
1%
12%
11.5%
11.5%
11.5%
11.5%

N %
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ANNUAL INTEREST RATE CHARGED MEMBER BANKS FOR ADVANCES
BY 12TH FEDERAL RESERVE DISTRICT

Date
1/1/85
4/1/85
7/1/85
10/1/85
1/1/86
4/1/86
7/1/86
10/1/86
1/1/87
4/1/87
7/1/87
10/1/87
1/1/88
4/1/88
7/1/88
10/1/88
1/1/89
4/1/89
7/1/89
10/1/89
1/1/90
4/1/90
7/1/90
10/1/90
1/1/91

Current
(2/1/91)

Rate
8
8
7.
7.
7.S%
™
6-5%
5.5%
5.5%
5.9%
5.5%
7]
7]
(7]
7]
6-5%
6.5%
"M
Ll
M
Ll
6-5%
6.5%
6.-5%
6.5%
(7]

Rate + %
13%
13%
12.5%
12.5%
12.5%
12%
11.5%
10.5%
10.5
10.5%
10.5%
11%
11%
11%
11%
11.5
11.5%
12%
12%
12%
12%
11.5%
11.5%
11.5%
11.5%
11%
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CHART 1

__ This chart shows the effect of various interest
provisions over time on_a hypothetical liability of _
$10,000,000 that arose in 1982. In all cases, the iInterest
rate used i1s 12%. Note that S.B. 158 would change the rate to
a Tloating rate tied to the Federal Reserve Bank rate to
member banks. The Federal Reserve rate went to 6% on Februa
1, 1991, making the rate that would be required under the bil
11% (Federal Reserve rate plus 5 percentage points).

Case 1. Simple interest of12%. This is current la/;.

Case 2. Simple interest of 12% until July 1, 1992. After
July 1, iInterest compounds on the principal that is
outstanding on that date, but does not compound on the
interest that has accrued before that date.

Case 3. Simple interest of 12% until July 1, 1991. After

that date, interest compounds on the entire liability that is
outstanding on that date.

Case 4. Compound Interest of 12% beginning in 1982. This
shows how the_liability would have grown it the compound.
Interest provision had been in effect throughout the period.

CHART 2

____ _ This chart starts with actual outstanding
liabilities as provided by the Department of Revenue.
Currently, outstanding tax assessments total about $1.77
billion; accrued interest on these outstanding assessments IS
about $1.64 billion. The chart shows how liabilities would
accrue under various interest provisions. Note that there is
no attempt to predict when liabilities will be paid, or what

portion of taxes and iInterest assessed will actually be found
to be owed.

Case 1. Simple interest of 12%. This iIs current law.

Case 2. Interest compounds on the principal that is
outstanding as of July 1991 but does not compound on the
Interest that has accrued before that date.

Case 3. _Interest compounds on the entire liability
outstanding on July 1.
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Chart 1

DEBT ON FY 8 2 $10 MILLION LIABILITY
Interest Statute Effective FY 92
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