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COMMUNITY ONCOLOGY ALLIANCE

GASCO ADMINISTRATORS’ MEETING

News from the Commissioner

SGR, Sequester Cut, Payment Reform, Obamacare & Other Impacts to 
Oncology

Ted Okon
Hilton Head, NC
May 2, 2014
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Don’t Shoot the Commissioner!

Washington, DC — Capitol Hill and 1600 Pennsylvania 
Avenue — is an unmitigated disaster.

I mean a complete dysfunctional mess!!! 
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What You Need to Understand 
from My Presentation
 Government’s Medicare policy has had adverse, unintended 

consequences on cancer care

 Budget/debt battles on Capitol Hill have made a bad situation worse, 
especially with sequestration

 A new era of measuring quality and value is not coming but is here now 
in medical care  
• Oncology providers will be pressured to measure the quality and value of the 

care they provide, wherever they practice
• Even raw utilization data no longer hidden!

 ACA/Obamacare is a big unknown for how it will impact medical care 
and the insurance market
• Starting to see adverse impacts on cancer care

 Oncology needs to lead, not be led!!!
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Medicare Reimbursement

 Medicare reimbursement for cancer care fundamentally changed in 2004-2005
• Overall payments decreased

– Services reimbursement (infusion services) increased
– Drug reimbursement cut and fundamentally changed
 Basis for reimbursement changed from AWP to ASP

 SGR has become a “sword of Damocles” hanging over the head of all private practice 
physicians

 Sequestration has cut all Medicare payments 2%, including the underlying cost of 
cancer drugs

 CMS cut payments for chemo administration, radiation treatment, diagnostic imaging, 
and pathology in 2014

 Medicare policy has had adverse, unintended consequences on all of cancer care, 
regardless of where it is delivered
• Consolidation of cancer care
• Drug shortages 
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Cancer Care Consolidation
Community Oncology Practice Impact Report 

Clinics Closed 
Struggling Financially 
Sending Patients Elsewhere 
Hospital Agreement/Purchase 
Merged/Acquired by Another Entity 

Community Oncology Practice Impact Report 

Clinics Closed 
Struggling Financially 
Sending Patients Elsewhere 
Hospital Agreement/Purchase 
Merged/Acquired by Another Entity 

Sources: 
Community Oncology Practice Impact Report, Community Oncology Alliance, July 2013
Results of Analyses for Chemotherapy Administration Utilization and Chemotherapy Drug Utilization, 2005-2011 for 
Medicare Fee-for-Service Beneficiaries, The Moran Company, May 2013. 

COA 
Estimate
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Consolidation Over the Last 6 Years

 1,338 clinics/practices impacted
• 288 clinics closed
• 407 practices struggling financially
• 43 practices sending ALL patients elsewhere for 

treatment
• 469 practices acquired by hospitals or have a PSA 

agreement
• 131 practices merged or acquired

 Over past 16 months since report issued July 2013…
• 20% increase in clinics closed
• 20% increase in hospital acquisitions/agreements
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Why is Consolidation a Problem?

 Patients are falling through the “treatment cracks” in areas 
where facilities are closing
• Especially true in rural areas where patients have to travel

 Consolidation results in higher costs directly for patients 
and insurers (Medicare and private payers)
• Reports by Milliman, Avalere, ad Moran document higher costs

 This is a blind experiment on the cancer care delivery 
system
• We have no idea of how cancer patients will be impacted long 

term
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Cost of Consolidation: 
Milliman 2011 & Avalere 2012 Studies

 Milliman 2011 study on Medicare costs by site-of-
service
• $6,500 annualized higher chemo treatment costs in 

outpatient hospitals versus MD community cancer clinics
• $650 annualized higher out-of-pocket costs for Medicare 

beneficiaries

 Avalere 2012 on private payer costs by site-of-service 
• Up to 76% higher chemo treatment costs in outpatient 

hospitals versus clinics
• 24% higher on average in outpatient hospitals

Sources: 
Site of Service Cost Differences for Medicare Patients Receiving Chemotherapy, Milliman, October 2011
Total Cost of Cancer Care by Site of Service: Physician Office vs Outpatient Hospital, Avalere, March 2012
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Cost of Consolidation: 
Moran 2013 Study

Source: Cost Differences in Cancer Care Across Settings, The Moran Company, August 2013
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Cost of Consolidation: 
Milliman 2013 Private Pay Study

Source: Comparing Episode of Cancer Care Costs in Different Settings: An Actuarial Analysis of Patients Receiving 
Chemotherapy, Milliman, August 2013

 Study found “significantly higher per-episode cost for chemotherapy drugs, 
radiation oncology, imaging (CT, MRI and PET scans) and laboratory services” in 
outpatient hospitals.
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Drug Shortages

Source: GAO analysis of Utah Drug Information Services Database
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Cause of Drug Shortages

 Economics, economics, and more economics!!!
 Medicare reimbursement changes (MMA) to ASP capped 

price increases and removed the floor from generic pricing
 Explosion of rebates and                                         

discounts required of                                                 
generic manufacturers have                                        
created market disincentives                                                  
to producing low-cost products.
• Generic market has                                                     

consolidated
• Low margins hinder                                                        

production/facilities reinvestment
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The SGR Situation

 The sustainable growth rate (SGR) is the underlying formula for how all 
physicians under Medicare Part B are reimbursed for services

 Congress has agreed to an SGR bill on policy
• SGR Repeal and Medicare Provider Payment Modernization Act of 2014
• This means both parties in the House and Senate agreed to repealing the SGR and 

phasing in real payment reform

 The problem is Congress can’t agree on how to pay for the policy
• CBO estimated that policy costs $138-180 billion over 10 years

 So, for the 17th time, Congress punted and passed yet another patch of the 
SGR
• SGR will have to be addressed again in March 2015

 Problem now is increasing cost to fix the SGR and election year politics

 The fix, if ever passed, will move towards measuring quality and value 
(especially cost savings)
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SGR Payment Reform in a Picture

Eliminates the SGR 
0.5% Increases from 

2014 - 2018

Additional Payment
Care Management Payment for 

Medical Homes

Alternative Payment 
Model Participation
5% Bonus Payment

2018-2022
Plus APM Payment

Merit-Based Incentive 
Payment System 

Starting 2018
Increases or Decreases
Based on Composite 0-

100 Score of Quality, 
Resource Use, EHR MU 

& Clinical Process 

2024 & After
1% APM Increase

0.5% Increase Non-
APM
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Fight to Overturn Stark Exception

 Stark exception to “ancillary services” provided in MD 
offices allows for imaging, radiation treatment, labs, etc.
 President’s budget would overturn Stark exception in most 

cases
 House legislation introduced by Representatives Speier, 

Titus, and McDermott
• Promoting Integrity in Medicare Act of 2013 (H.R. 2914)
• “To prevent abusive billing of ancillary services to the Medicare 

program…”
 ASTRO and others lobbying hard to overturn the Stark 

exception
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ASTRO Intent Would Dismantle 
Integrated Community Practices
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Medicare Sequester

 Medicare sequester is a 2% across-the-board capped cut on all 
Medicare fee-for-service drugs and services
• MA plans largely wrongly passing along the sequester cut

 Obama administration says it has no authority to stop application 
of the sequester cut to Medicare payments for cancer drugs
• In reality, administration has actually exempted portions of 

Obamacare from sequestration

 H.R. 1416 (Congresswoman Ellmers/110 cosponsors) would stop 
application of the sequester cut to Part B drug reimbursement

 High awareness on Capitol Hill of the sequester and impact on 
community oncology practices/patients

 Needs more pressure to move bill to the House floor  
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Virtual Hill Day to Stop the Sequester
 Grassroots (that’s you!) outreach to 

Representatives (House) on May 7th

& 8th

 Calls and emails to health staff, 
general office, and other contacts —
including members themselves

 Message 
• Cosponsor H.R. 1416
• Stop applying the sequester cut to 

cancer drugs

 COA will provide talking points, 
materials, and Hill contacts

 Oncologists and administrators on 
Capitol Hill May 1st meeting with 
Congresswoman Ellmers and others

 Act if you want to stop the 
sequester — it won’t stop by itself!
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Medicare Clearly Moving Towards 
Payment for Value & Quality

 Medicare has already moved to “scorecards”
• PQRS
• Accountable Care Organizations
• Hospital Compare

– Hospital Value-Based Purchasing Payment Modifier

• Physician Compare
– Physician Value-Based Purchasing Payment Modifier

• Quality & Resource Use Reports
• Medicare Advantage Star Ratings
• EHR Meaningful Use

 Now even releasing raw data!
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Hospital Compare

Source: http://www.hospitalcompare.hhs.gov/
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Physician Compare

Source: http://www.medicare.gov/find-a-doctor/provider-search.aspx
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Medicare Raw Data Release

Source: Wall Street Journal and Centers for Medicare & Medicaid Services
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Medicare Raw Data Release

Source: Centers for Medicare & Medicaid Services
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Some Perspective
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Required Aspects of 
Oncology Payment Reform

 Starts with measured quality
• Quality of the care delivered
• Patient experience (satisfaction)

 Adds measured value
• Quality for cost expended

 Includes evidence-based medicine
 Incentivizes cost reduction/containment

• Not at the expense of quality patient care!
 Works in concert to improve clinical and financial 

outcomes
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COA Payment Reform Model

 Phase 1 (Year 1)
• Pay-for-reporting on an initial subset of quality/value measures

– Includes patient satisfaction
• Allows providers to make investments to enhance quality/value processes

 Phase 2 (Year 2)
• Pay-for-performance on an expanded set of measures
• Benchmarked to regional/national results
• Can go negative for inferior results 

 Phase 3 (Year 3)
• Moves to 50/50 shared savings

– Must also hit an expanded set of quality measures

 Phase 4 (Year 5)
• Possibly moves to hybrid shared savings and episode-of-care

– Must first collect data for episodes and pilot
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Patient Care Measures

% of cancer patients that received a treatment plan prior to the administration of chemotherapy.  

% of cancer patients with documented clinical or pathologic staging prior to initiation of first course of treatment.

% of chemotherapy treatments that have adhered to NCCN guidelines or pathways. 

Antiemetic drugs given appropriately with highly emetogenic chemotherapy treatments.

% of cancer patients undergoing treatment with a chemotherapy regimen with a 20% or more risk of developing neutropenia and also received GCSF/white cell 

growth factor.  

New Measuresmaging for early stage breast cancer patients.

Appropriate use of advanced imaging for early stage prostate cancer patients.

Presence of patient performance status prior to treatment. 

Resource Utilization 

# of emergency room visits per chemotherapy patient per year.

# of hospital admissions per chemotherapy patient per year.

Survivorship

% of cancer patients that received a survivorship plan within X days after the completion of chemotherapy.  

% of chemotherapy patients that received psycho/social screening and received measurable interventions as a result of the psycho/social screening.  
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Survivorship

Survival rates of stage I through IV breast cancer patients.

Survival rates of stage I through IV colorectal cancer patients.

Survival rates of stage I through IV NSC lung cancer patients.

End of Life

% of patients that have Stage IV disease that have end-of-life care discussions documented.

Average # of days under hospice care (home or inpatient) at time of death.

% of patient deaths where the patient died in an acute care setting.

A measurement of chemotherapy given near end of life.
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Status of COA Payment Reform Efforts

 Tied to the COA Oncology Medical Home Initiative
 Have been working with the congressional committee staff (3 

committees) as they have developed SGR payment reform 
legislation

 Have been working with private payers

 Working with the Commission on Cancer on OMH accreditation
• Come Home practices (7) and 3 others serving as pilot sites

 Submitted a CMMI grant for a demonstration project on Phases 1-3
• Model, assumptions, and financials blessed by actuarial analysis (Milliman)

 Meetings next week to advance payment reform legislation
• We can’t wait for SGR fix and payment reform — if it ever happens
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Affordable Care Act = Obamacare

 Signed into law on March 23, 
2010

 Has created over 11,000 
pages of new regulations

 Starting the major roll-out 
year in 2014
• Make or break year in many 

respects

 Just starting to see the good, 
bad, and ugly impact on 
cancer care
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Enrollment Statistics

Source: Department of Health and Human Services

8 Million
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Enrollment Statistics
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Enrollment Statistics (continued)

Source: Washington Post; Department of Health and Human Services
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Exchange Problems Surfacing for 
Cancer Care & Oncology Providers

 Oncology providers across the country are being excluded 
(out of network) from exchange plans
• NCCN systems and community practices
• Especially true with bronze and silver plans

 If out-of-network and treating an exchange patient, there 
is no treatment $$$ cap as there is in-network
 If practice treating a patient who has a plan but does not 

(or stops) paying premium, practice on the hook for bad 
debt after first month
 Ratcheting down of reimbursement
 Formularies

Community Oncology Alliance 38

340B

 Government drug discount program intended to cover indigent 
patients falling through the cracks

 Controversial because scope of the program growing rapidly and 
question if 340B is living up to original intent
• Avalere study on 340B and indigent coverage 
• OIG 2014 Work Plan contains 3 340B studies

– Contract pharmacies
– Drug cost (less 340b discounts) versus 

reimbursement
– Manufacturer discounts

 Increasing focus in DC
• Growth of 304b

– Estimated 1/3 hospitals are 340b and growing
• Program abuses
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340B Study Results Recently Released

Source: Unfilled Expectations: An analysis of charity care provided by 340B hospitals, AIR 340B, March 2014.
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340B Study Results (continued)

Source: Unfilled Expectations: An analysis of charity care provided by 340B hospitals, AIR 340B, March 2014.
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Site-of-Service Payment Parity

 Increasing focus of growing disparity between 
hospitals and physician offices for providing identical 
services
• Medicare

– MedPAC report
– Rogers/Matsui bill (H.R. 2869) to create Medicare payment 

parity for cancer care services
• Private Payers

– Highmark announcement to create payment parity
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Site Payment Parity 
on the Radar Screen
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COA Legislative Focus

 SGR Fix Legislation
• Advance payment reform that works for community oncology

 Medicare Sequester Relief
• Including stopping unauthorized MA cuts

 Prompt Pay Solution

 Medicare Fee Schedule Cuts
• Unwarranted cuts
• Site-of-Service payment parity
• Reimbursement special issues (e.g., radiopharmaceuticals)

 340B Program Fixes
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Community Oncology 2.0

 Help practices become Oncology Medical Homes
 Promote payment reform that works for community 

oncology
• Universally-accepted quality and value measures

– Includes patient satisfaction tool
• Medicare and private pay

 Unite oncology to leverage solutions to pressing problems 
impeding quality cancer care
• Consolidation
• Drug shortages
• Obamacare issues
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Parting Wisdom

"This is where they fought the battle of Gettysburg. Fifty thousand 
men died right here on this field, fighting the same fight that we 
are still fighting among ourselves today. This green field right here, 
painted red, bubblin' with the blood of young boys. Smoke and hot 
lead pouring right through their bodies. Listen to their souls, men. I 
killed my brother with malice in my heart. Hatred destroyed my 
family. You listen, and you take a lesson from the dead. If we don't 
come together right now on this hallowed ground, we too will be 
destroyed, just like they were. I don't care if you like each other or 
not, but you will respect each other. And maybe... I don't know, 
maybe we'll learn to play this game like men”

Coach Herman Boone, Remember The Titans
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Thank You!

Ted Okon
tokon@COAcancer.org
Twitter @TedOkonCOA   

www.CommunityOncology.org
www.COAadvocacy.org (CPAN)

www.facebook.com/CommunityOncologyAlliance


