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LEGAL CAVEAT

Advisory Board has made efforts to verify the
accuracy of the information it provides to members.
This report relies on data obtained from many
sources, however, and Advisory Board cannot
guarantee the accuracy of the information provided
or any analysis based thereon. In addition, Advisory
Board is not in the business of giving legal, medical,
accounting, or other professional advice, and its
reports should not be construed as professional
advice. In particular, members should not rely on
any legal commentary in this report as a basis for
action, or assume that any tactics described herein
would be permitted by applicable law or appropriate
for a given member’s situation. Members are
advised to consult with appropriate professionals
concerning legal, medical, tax, or accounting issues,
before implementing any of these tactics. Neither
Advisory Board nor its officers, directors, trustees,
employees, and agents shall be liable for any
claims, liabilities, or expenses relating to (a) any
errors or omissions in this report, whether caused
by Advisory Board or any of its employees or
agents, or sources or other third parties, (b) any
recommendation or graded ranking by Advisory
Board, or (c) failure of member and its employees
and agents to abide by the terms set forth herein.

Advisory Board and the “A” logo are registered
trademarks of The Advisory Board Company in the
United States and other countries. Members are not
permitted to use these trademarks, or any other
trademark, product name, service name, trade
name, and logo of Advisory Board without prior
written consent of Advisory Board. All other
trademarks, product names, service names, trade
names, and logos used within these pages are the
property of their respective holders. Use of other
company trademarks, product names, service
names, trade names, and logos or images of the
same does not necessarily constitute (a) an
endorsement by such company of Advisory Board
and its products and services, or (b) an
endorsement of the company or its products or
services by Advisory Board. Advisory Board is not
affiliated with any such company.

IMPORTANT: Please read the following.

Advisory Board has prepared this report for the
exclusive use of its members. Each member
acknowledges and agrees that this report and
the information contained herein (collectively,
the “Report”) are confidential and proprietary to
Advisory Board. By accepting delivery of this
Report, each member agrees to abide by the
terms as stated herein, including the following:

1. Advisory Board owns all right, title, and interest
in and to this Report. Except as stated herein,
no right, license, permission, or interest of any
kind in this Report is intended to be given,
transferred to, or acquired by a member. Each
member is authorized to use this Report only to
the extent expressly authorized herein.

2. Each member shall not sell, license, republish,
or post online or otherwise this Report, in part
or in whole. Each member shall not disseminate
or permit the use of, and shall take reasonable
precautions to prevent such dissemination or
use of, this Report by (a) any of its employees
and agents (except as stated below), or (b) any
third party.

3. Each member may make this Report available
solely to those of its employees and agents
who (a) are registered for the workshop or
membership program of which this Report is a
part, (b) require access to this Report in order to
learn from the information described herein, and
(c) agree not to disclose this Report to other
employees or agents or any third party. Each
member shall use, and shall ensure that its
employees and agents use, this Report for its
internal use only. Each member may make a
limited number of copies, solely as adequate for
use by its employees and agents in accordance
with the terms herein.

4. Each member shall not remove from this Report
any confidential markings, copyright notices,
and/or other similar indicia herein.

5. Each member is responsible for any breach of
its obligations as stated herein by any of its
employees or agents.

6. If a member is unwilling to abide by any of the
foregoing obligations, then such member shall
promptly return this Report and all copies
thereof to Advisory Board.
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Overview of health plans

Health plans are under increasing pressure to manage costs so that they can keep insurance premiums affordable and
stay competitive in both the employer and individual markets. Buy and bill drug spend is a major concern as it represents

one of the fastest growing categories of medical benefit spending.

Top health plan priorities

* Manage costs

» Keep insurance premiums affordable

» Connect patients with high quality care

+ Stay competitive in employer and individual markets

~4
38%

Approximate percentage increase
in spending per member per month
on injectable cancer drugs, 2008-
2013, for UnitedHealthcare?!

Wlncorporating evidence into practice

17 years

Average amount of time it takes physicians to
incorporate new evidence into their practice

To date, health plans have been reluctant to limit
coverage of buy and bill drugs because patients
who needs these drugs tend to be seriously ill, and
there aren’t necessarily lower cost treatment
options available. That said, multiple studies have
found that cancer patients often receive treatments
that are not evidence-based, and health plans
understandably don’t want to pay for low quality or
sub-optimal care.

Health plans want assurances that their beneficiaries are receiving evidence-based care, and when appropriate, they
are receiving the lower cost treatment option. To that end, health plans are experimenting with three different

strategies.

Common health plan strategies for managing buy and bill drugs

> 1 Put controls in place to manage utilization of high-cost drugs, often through

prior authorizations (PAs) or clinical pathways

> 2 Remove physicians’ financial incentive to prescribe higher-cost drugs through a
practice called “white bagging” or through value-based payment models

> 3 Institute site of care management policies that direct patients to the lowest cost

site of care appropriate for their treatment

Source: UnitedHealth Center for Health Reform & Modernization, “The Growth of Specialty Pharmacy,” 2014, available at:
https://mwww.unitedhealthgroup.com/content/dam/UHG/PDF/2014/UNH-The-Growth-Of-Specialty-Pharmacy. pdf; Oncology Roundtable, “Reduced
Unwarranted Care Variation in Oncology,” 2018, available at: https://www.advisory.com/research/oncology-roundtable/studies/2018/reduce-

1) Advisory Board is a subsidiary of UnitedHealth Group, the parent company of unwarranted-care-variation-in-oncology; ZS Morris, S Wooding, and J Grant, “The answer is 17 years, what is the question: understanding time
UnitedHealthcare. All Advisory Board research, expert perspectives, and lags in translational research,” Journal of the Royal Society of Medicine 2011, available at:
recommendations remain independent. https://www.ncbi.nlm.nih.gov/pmc/articles/PMC3241518/; Advisory Board research and analysis.
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Prior authorizations

Prior authorizations (PAS) require providers to submit documentation to the health plan to get approval for an individual
patient’s treatment. Importantly PAs do not guarantee that the health plan will reimburse the provider for the treatment, but
failure to secure a PA may be a reason for the plan to deny a claim.

Payers’ top five criteria for approving prior authorization requests

Appropriate Appropriate Applicable labs Appropriate Previous
indication dose and results duration therapies used

Most often the provider organization’s nursing or clerical staff prepare the PA request and submit it to the health plan via
fax or an online portal. Often the prescriber will have to help prepare the documentation.

Providers are supposed to submit PA requests before administering the patient’s treatment. In certain cases, health plans
may be willing to grant PAs retrospectively (i.e. after the treatment was administered), but that practice is becoming less
common.

Steps leading to drug administration without a PA and the resulting financial consequences

A of "
-

Patient scheduled  Staff does not check Patient gets infusion Claim denied because Infusion
prior to PA for PA before without a PA drug was dispensed center loses
dispensing drug without a PA revenue

Traditionally, health plans have focused PAs for drug therapy on high-cost drugs. But as drug prices have risen, health
plans have increased the number of drugs (including buy and bill drugs) requiring PAs as well as the amount of information
that providers must submit to secure a PA. For example, plans may require providers to report lab values or
documentation that another drug was tried and failed.t

These requirements not only increase administrative work for providers, they also increase the health plan’s administrative
costs. To that end, some plans are investing in claims data mining tools to reduce the burden on provider organizations
and streamline the review process.

Source: Advisory Board, “Stop losing drug revenue to prior authorization denials,” available at: https://www.advisory.com/research/care-
transformation-center/care-transformation-center-blog/2017/12/losing-drug-revenue; Oncology Roundtable, “Prior Authorizations for
Physician-Administered Drugs,” 2017, available at: https://www.advisory.com/research/oncology-roundtable/studies/2017/prior-

1) See “step therapy” in the glossary for more information. authorization-for-physician-administered-drugs; Advisory Board research and analysis.
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Clinical pathways

The term “clinical pathways” is used inconsistently, but for the purposes of this paper, it refers to a set of narrowly defined
treatment algorithms that are designed to increase adherence to evidence-based standards and reduce costs. Unlike
clinical guidelines, which may recommend two or more treatment protocols for any one diagnosis, clinical pathways narrow
the options to the one optimal treatment regimen based on patient outcomes. If there are multiple treatment regimens that
yield equivalent outcomes, then pathways favor the least expensive option.

Benefits of clinical pathways

7 $ | Ll

Ensures Adherence to Accounts for Reduces Care Enables Comparative

Guidelines Cost Variation Outcomes Assessment
Pathways built on Pathways developed Target compliance rate Allows benchmarking of
guidelines, therefore through an evaluation of ensures majority of outcomes over time to
adherence establishes guidelines to determine patients receive care on identify optimal pathway
baseline for care quality which regimen is most optimal pathway

effective, least toxic, and —
all else equal — least costly
for a particular diagnosis

Clinical pathways may be developed by a health plan, provider organization, or a third-party vendor. Most often they are
paired with decision support tools, documentation systems, and financial incentives to encourage providers to treat
patients “on pathway.” In some cases, health plans may require providers to demonstrate that their treatment plan is “on
pathway” to secure a prior authorization before administering a buy and bill drug. In other cases, health plans may set a
target for pathway compliance with providers and review performance retroactively. For example, providers may be
required to treat 70% of their patients “on pathway” in order to receive a bonus payment.

CASE EXAMPLE +

Anthem’s Cancer Care Quality Program

» Anthem worked with benefits manager AIM Specialty Health to develop
clinical pathways for medical oncologic treatment of 14 tumor sites W
* Program applies to cancer patients with Anthem coverage $350
 Fee-for-service payments plus $350 PMPM?! payment for patients whose - .
treatment regimens are pathway-concordant Additional PMPM

payment for each patient

* No penalty for treatment plans that are not pathway-concordant treated on pathway

* PMPM payments initiated when provider enters treatment plan into AIM
Specialty Health CDS portal and bills PMPM S-code

* Provider must bill one PMPM S-code per month to receive PMPM
payments

 PMPM payments last duration of active treatment
« Anthem predicts savings of 3-4% of current oncology costs

Source: Oncology Roundtable, “A Primer on Clinical Pathways for Cancer Care,” 2013, available at:

https://www.advisory.com/research/oncology-roundtable/events/webconferences/2013/a-primer-on-

clinical-pathways-for-cancer-care; Anthem Insurance Companies, Inc., Minneapolis, MN; Oncology
1) Per member per month. Roundtable interviews and analysis; Advisory Board research and analysis.
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“White bagging”

White bagging?! refers to health plans’ practice of shifting buy and

bill drugs from the medical to the pharmacy benefit. So instead of } Two types of physician buy and bill
reimbursing the provider for the drug, the health plan purchases drug reimbursement

the drug through a specialty pharmacy, which delivers the drug to
the providers’ office or infusion center for administration to the
patient. The provider is still reimbursed for administering the drug 2. Reimbursement for drug

but is cut out of the drug revenue stream. administration and clinical care

1. Payment for drug (ASP + X%)

~4

Prevalence of “white bagging” by share of volume, 2014

14% 15% 12%

Community-based Hospital-based Academic medical center-
oncology practices oncology practices based oncology practices

White bagging has two potential advantages. First, health plans can potentially negotiate lower reimbursement rates
with a specialty pharmacy than with providers. Second, when drugs are reimbursed under the pharmacy benefit, the
health plan receives more details about the patient’s treatment than when the drug is billed under the medical benefit.2
Accumulating this data over time can potentially help health plans improve coverage policies, benefits management,
and care management.

White bagging also has potential drawbacks for health plans. First, for example, physicians or hospitals may be able to
purchase drugs at lower prices due to class of trade pricing. Second, depending on the plan’s cost sharing structure,
patients’ out-of-pocket expenses may be higher when the drug shifts to the pharmacy benefit. Higher out-of-pocket
costs mean reduced medication adherence, eventually leading to higher costs for health plans. Third, and perhaps
most importantly, white bagging removes an important source of income for private practice physicians, and so may
encourage more to sell their practices to hospitals. Hospitals can in turn negotiate higher reimbursement rates due to
their larger size.

Advantages and disadvantages of “white bagging” for health plans

Advantages Disadvantages

» Potentially lower reimbursement rates » Potentially higher patient out-of-pocket costs

» More details regarding patient treatment * Remove income source for private practice
physicians

* More data can lead to improved coverage
policies and care management

Source: Peter Wehrwein, “Should Specialty Drugs Be Shifted from Medical to Pharmacy Benefit?,”
Managed Care, 2015, available at: https://www.managedcaremag.com/archives/2015/1/should-specialty-

1) See “brown bagging” in the glossary for more information on variations on this practice. drugs-be-shifted-medical-pharmacy-benefit; Drug Channels, “How Specialty Pharmacy Is Penetrating
2) Pharmacy claims use national drug codes or NDCs which indicate the manufacturer, distributor, strength, dose, formulation, and Buy-and-Bill Oncology Channels,” 2016, available at: https://www.drugchannels.net/2016/07/how-
package size of the medication. In contrast, medical claims use j-codes which indicate just the drug and vial or package size. specialty-pharmacy-is-penetrating.html; Advisory Board research and analysis.
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Value-based payment

To date, most value-based payment programs involving buy and bill drugs have focused on oncology. Health plan leaders
believe that cancer care is a good target because of the opportunity to encourage providers to select lower cost drugs and
to provide better care management to patients, thus avoiding costly complications.

While there are various types of oncology value-
based payment programs, all of them remove the . FOR MORE RESOURCES

To explore bundled payments, shared savings models, and

financial incentive for physicians to prescribe

higher-cost drugs. The most common mechanisms other payment innovations, see our C-Suite Cheat Sheets at
are bundled payments or shared savings models. https://www.advisory.com/research/health-care-industry-
Sometimes these payment models focus just on committee/members/resources/cheat-sheets/cheat-sheet-
medical oncology. In other cases, they incorporate SIS

all aspects of cancer care.

To date, the results of these oncology value-based payment models have been inconclusive. Most involve relatively small
groups of providers and patients. The providers that volunteer to participate tend to be very progressive and so not
necessarily representative of the larger provider community. Moreover the administration of the payment programs is often
burdensome to both providers and health plans, and so the programs are often discontinued or modified after the initial trial
period.

When developing value-based payment models, health plans most often work with private practice physicians. They find
that physician groups tend to be more nimble and entrepreneurial, and so easier to work with than IDNs. At the same time,
both physicians and health plans are eager to find a new payment methodology that rewards physicians for delivering
higher-value and stabilizes practice finances. In turn, this new methodology would enable private practices to maintain
their independence from hospitals and IDNs.

UnitedHealthcare’s episode-based payment pilot

T+ These resuts have [l W46

UnitedHealthcare?

not been replicated

- 34%
* Pilot conducted from October 2009 through December 2012
+ Five independent oncology practices participated Reduction in cancer
care costs

* Enrolled 1,024 patients; 810 patients’ data used for cost analysis
* Pilot included breast, lung, and colon cancer patients with one of 19 clinical

conditions 179%

+ United collaborated with practices to develop over 60 quality measures Increase in spend on
« Practices met twice to compare and discuss performance data chemotherapy drugs

» Removes incentive to prescribe high . Replaces drug margin and FFS? payments

cost drugs for physician hospital care, hospice
D » Each medical group selected a single Episod management, case management
rugs i 1Isoae
rein?bursed chgmotherapy regimen for each pgyment Adjuvant episodes defined as length of
At ASP adjuvant therapy episode therapy plus two months

There was no standardization of

. C * Metastatic episode defined as 4 months
regimens for metastatic disease

1) Advisory Board is a subsidiary of UnitedHealth Group, the parent company of Source: Oncology Roundtable, “What can we learn from United’s medical oncology episode-
UnitedHealthcare. All Advisory Board research, expert perspectives, and based payment pilot?”, 2014, available at: https://www.advisory.com/research/oncology-
recommendations remain independent. roundtable/oncology-rounds/2014/07/what-can-we-learn-from-uniteds-medical-oncology-

2) Fee for service. episode-based-payment-pilot; Advisory Board research and analysis.
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Site of care management

Health plans routinely pay different reimbursement rates for the same health care services delivered at different sites of
care. For example, Medicare pays $641 for an echocardiogram in the physician office and $2,198 for the same test when it
is provided in a hospital outpatient department (HOPD). Although Medicare reimburses both physician offices and HOPDs
for Part B drugs at the same rate, it does pay HOPDs slightly higher reimbursement rates for drug administration.

In recognition of this site of care differential, many health plans are trying to lower their costs by shifting patients from the
HOPD setting to a physician office or even home infusion services whenever possible. These “site of care management”
policies can take many forms.

Relative outpatient payment rates in CY 2018 Medicare reimbursement for separately payable drugs
100%
107%
0,
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106% | & & & & ¢ ¢ & O
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0,
>x oy 2017 % 105%
< 104%
35% —
rate (50%) 5 104%
X
03 104%
103%
i £ R :
HOPPS?2 ASC Site- MPFS 102%
Payment  Specific 2010 2011 2012 2013 2014 2015 2016 2017 2018
Excepted  system MPES4  Physician
HOPDs? ASCs Non- offices Year
excepted HOPDs
HOPPS et MPFS

Some health plans mail letters to their beneficiaries explaining the difference in cost to the plan and the patient’s out of
pocket costs, and encourage patients to seek treatment at a lower cost site. Other plans refuse to reimburse for certain
treatments in the HOPD setting. Often they begin by targeting lower acuity patients, such as those with rheumatoid
arthritis, and lower toxicity treatments, such as IVIG.

Chemotherapy drug and administration spending per Medicare beneficiary, 2010-2013

$15,058

$11,219

HOPDs

= Physician offices

Higher spending in HOPDs
$2,000 could be due to patients
$1,000 receiving other services during
I chemotherapy visits

Drug spending Administration spending

Commercial payers tend to reimburse HOPDs at higher rates for both buy and bill drugs and drug administration. Hospital
systems and IDNs are able to negotiate higher rates than private practice physicians due to their larger size and market
share. They justify their higher rates because they provide unreimbursed care and other forms of community benefit and
must meet more stringent regulatory requirements.

Source: CY 2018 Hospital Outpatient Prospective Payment System Final Rule, CMS; Oncology Roundtable, “2018 Medicare Reimbursement Changes for Oncology Programs,”
2018, available at: https://www.advisory.com/research/health-care-industry-committee/members/events/webconferences/2018/navigating-the-2018-oncology-provider-
landscape/2018-medicare-reimbursement-changes-for-oncology-programs/ondemand; Avalere Health, “Medicare Payment Differentials Across Outpatient Settings of Care,”

1) HOPPS and MPFS relativity determined by CMS, using 22
highest-volume off-campus HOPD HCPCS codes.

2) Hosp?tal Outpat?ent Prospective Payment System. 2016, available at: http://www.physiciansadvocacyinstitute.org/Portals/O/assets/docs/Payment-Differentials-Across-Settings.pdf; Y Kalidindi, J Jung, R Feldman, “Differences in
3) Hospital Outpatient Department. Spending on Provider-Administered Chemotherapy by Site of Care in Medicare,” American Journal of Managed Care 2018, available at:
4) Medicare Physician Fee Schedule. https://ajmc.s3.amazonaws.com/_media/_pdf/AJMC_07_2018_Kalidindi%20final.pdf; Advisory Board research and analysis.
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Buy and bill drugs 101: roadmap

Next up in the buy and bill drugs 101 series
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Introduction
Overview of buy and bill basics

Health plan perspective

Health plans’ top priorities and strategies for
managing buy and bill drugs

Physician practice perspective

Physician practices’ top priorities and
strategies for managing buy and bill drugs

HOPD infusion center perspective

HOPD infusion centers’ top priorities and
strategies for managing buy and bill drugs

Glossary

Buy and bill glossary of key terms
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The best
practices are
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work for yous"
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