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 Objectives - To discuss structural, regulatory and valuation issues specific to 

the oncology service line  

 

 Presenters: 

 Daryl Johnson, MAcc, CVA, Partner, Healthcare Appraisers, Inc. 

 Andrea Ferrari, JD, Director, HealthCare Appraisers, Inc. 

 Kevin Obletz, JD, Director, HealthCare Appraisers, Inc. 

 
 

AUTOMATED FMV 

CALCULATORS 

BUSINESS VALUATION  

INTANGIBLE ASSET VALUATION 

Structuring and Managing Oncology Service Lines:  

Regulatory Challenges, Physician Employment, and More: 
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 Disclaimers: 
 This program is a general discussion of issues, questions and opinions and does not 

constitute legal, valuation, business, financial, or other professional advice.  
 
 The speakers will present their own views and not those of their current or past employers 

or clients (and colleagues may disagree with them) 
 
 This presentation may include discussion of hypothetical scenarios. The hypothetical 

scenarios have been devised to elicit thoughtful discussion and do not represent any 
specific actual events 

 
 This presentation may include discussion of court cases or other actual events. The content 

and discussion of these cases and events is based on publicly available information. Such 
information is not necessarily a complete or accurate description of all facts and 
circumstances of such events. 

 

 

AUTOMATED FMV 

CALCULATORS 

BUSINESS VALUATION  

Structuring and Managing Oncology Service Lines:  

Regulatory Challenges, Physician Employment, and More: 
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Topics to be Addressed 

 Regulatory Developments Affecting Oncology Arrangement Terms and Structures 

 Evolving value-based payment/population health management trends 

 New site neutral payment rules and other reimbursement changes, including 340B payment updates 

 Regulatory enforcement trends 

 Engaging Physicians for Professional Services 

 Nuances of employment and professional services agreements 

 Compensation for infusion supervision 

 Bone marrow transplant (BMT) physicians 

 Valuation Implications of Facility-Based Infusion  

 Discussion of Medical Oncology Practice Losses 

 Nuances of Co-Management Arrangements for the Oncology Service Line 

 Compensation Arrangements Related to Clinical Research Services 

 Q&A  
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Helpful Context: Importance of Fair Market Value and Commercial Reasonableness 

in Oncology Arrangements 
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What We Know: 

“There are known knowns. There are things that we know that we know. 

There are known unknowns. That is to say, there are things that we know 

that we don’t know. But there are also unknown unknowns. There are 

things that we don’t know we don’t know.” – Donald Rumsfeld 

 

“The Final Rule is the Final Rule until the next Final Rule.” – Andrea Ferrari 

 

 

 

 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 
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 Three Fairly Broad Categories To Discuss: 

1. Evolving value-based payment/population health management 

trends 

2. New site neutral payment rules and other reimbursement 

changes, including 340B payment updates 

3. Regulatory enforcement trends 

 

 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 
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Evolving Value-Based Payment/ Population Health Management Trends -  
The View from CMS.gov (Medicare)- 

 
 

 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 
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Evolving Value-Based Payment/ Population Health Management Trends - 
Private Payor Snapshot- 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 
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MACRA Legislation: 
 Passed in 2015, but many provisions to be phased-in over several years 

through executive agency regulations/rulemaking 
 Replaced the sustainable growth rate (SGR) formula for setting annual 

Medicare payments with a new value-based payment model called the 
“Quality Payment Program” or “QPP”.  

 Budget neutrality requirement means annual increases in payment rates 
are far from a certainty 

 Could transform physician compensation trends throughout the market, 
but particularly in specialty fields for which Medicare is a dominant payer 
such as medical oncology, and particularly if private payors follow the 
lead of the Medicare program (as often occurs) 

 Changed gainsharing CMP to open door to more value-based hospital-
physician arrangements 

MACRA Regulations Regarding QPP: 
 MACRA 2017 Proposed Rule with Comment Period – May 2016 
 MACRA 2017 Final Rule with Comment Period – November 2016 
 MACRA 2018 Proposed Rule with Comment Period – June 2017 
 MACRA 2018 Final Rule with Comment Period – November 2017 

 
 

 

MACRA in a Nutshell: 
 

 Replaces the SGR formula with the QPP 

 QPP provides two options for future clinician 

payments from Medicare: 

 Participation in the Merit-Based Incentive 

Program or “MIPS”; or 

 Participation in one or more  Advanced 

Alternative Payment Models or “AAPMs,” 

which  

 carry downside risk 

 Both QPP options tie the individual clinician’s 

future reimbursement (up to +/- 9%) to 

performance on specified measures of service 

quality (next slide) 

 Budget neutrality requirement = some 

clinicians (low performers) will be subject to 

reimbursement reduction so others (high 

performers) can achieve reimbursement gains 

 

“This is a big [Joe Biden] deal.” 

 

Evolving Value-Based Payment/ Population Health Management Trends –  
Effects of MACRA 
 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 
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 MIPS: 
 Applies to physicians, PAs, NPs, CRNAs and clinical nurse specialists 
 Requires that applicable clinicians be subject to Medicare payment adjustments (↑ or ↓) based on 

performance in 4 categories of measures:  
 (1) Quality 
 (2) Advancing Care Information 
 (3) Clinical Practice Improvement Activities; and  
 (4) Cost 

 Performance is measured on the basis of reporting → failure to report will result in reimbursement 
reduction, just as reporting of data indicating poor performance 

 2-year time lag between reporting/data collection and reimbursement adjustments 
 APMs: 
 Clinicians may avoid participating in MIPS and receive up to a 5% reimbursement bonus by participating 

in qualifying APMs/Advanced APMs 
 “Qualifying” APMs meet specific criteria related to: 

 (1) Use of Certified Electronic Health Record Technology (CEHRT) 
 (2) Payments conditioned on quality criteria comparable to those in the quality category of MIPS 
 (3) “More than nominal risk bearing” by participants, or be a Medicare or Medicaid medical home 

 
 

 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 

Evolving Value-Based Payment/ Population Health Management Trends –  
Effects of MACRA 
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 MACRA 2018 Final Rule – reflects 1,300 stakeholder comments: 
 In Re MIPS: 
 Extended the “ramp up” period for reporting for another year (CY 2018), but with an 

affirmation that CY 2019 will include more robust requirements and CY 2021 more robust 
adjustments 
 Continued the limited-scope quality reporting requirements for CY 2018- only quality 

and cost measures must be reported for the entire year, while for other categories, only 
90 days of reporting is required 

 Broadened exceptions for providers in very small practices who treat few Medicare 
patients 

 Continued 2017 bonus points for small practices 
 Introduced MIPS bonus points for clinicians who treat complex patients – up to 5 points 

assigned based on risk adjustment formulas and ratio of Medicare/Medicaid dual eligibles 
 Introduced an “extreme and uncontrollable circumstances” exemption for clinicians 

impacted by natural disasters in the 2017 performance period 
 CY 2018 MIPS final score will be composed of: 50% quality, 25% adoption of health IT, 15% 

adoption of clinical improvement activities and 10% controlling costs, and will affect 
reimbursement 2 years later 

 In Re APMs: 
 Extended for another 3 years the existing required (“more than nominal”) risk bearing 

thresholds: 
 At least 8.0% of clinician payments must be at risk if not a Medicare/Medicaid medical 

home 

 
 

 CMS on MACRA 

Implementation: 

 “A second year to ramp-up the 

program will continue to help build 

upon the iterative learning and 

development of year 1 in 

preparation for a robust program 

in year 3…” 

 

 “Assuming 90 percent of MIPS 

eligible clinicians of all practice 

sizes participate in MIPS, we 

estimate that MIPS payment 

adjustments [in 2020] will be 

approximately equally distributed 

between negative MIPS payment 

adjustments of $118 million and 

positive MIPS payment 

adjustments of $118 million…, as 

required by statute to ensure 

budget neutrality.” – CMS, 

November 2017 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 

Evolving Value-Based Payment/ Population Health Management Trends –  
Effects of MACRA 
 



17 

 

 A pilot program of the Center for Medicare and Medicaid Innovation (CMMI), launched July of 2016 

 Currently includes Medicare and 14 participating commercial payors 

 Practices enter into an OCM payment arrangement that creates financial and quality accountability for 6-

month episodes of chemotherapy care 

 A “practice” may be a single physician practice or multiple practice entities that joined together to 

participate 

 Total of 197 practices in 31+ states participated in the Medicare OCM in 2017  

 Preliminary requirements to participate:  

1. Provide 24-hour per day access to a clinician who has real-time access to patient records 

2. Use approved electronic health record and attest to stage 2 meaningful use by 3rd performance year 

3. Use data to drive quality improvement 

4. Provide core functions of patient navigation  

5. Document a care plan for every OCM patient that includes 13 components outlined by IOM 

6. Treat patients with therapies consistent with nationally recognized clinical guidelines 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 

Evolving Value-Based Payment/ Population Health Management Trends –  
The Oncology Care Management Program (“OCM”) 
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 For each 6 month Medicare OCM episode: 

 Participating practices receive a Monthly Enhanced Oncology Services (“MEOS”) payment of $160 PBPM 

 Participating providers continue to submit and be paid for Medicare fee-for-service claims 

 Medicare Part A, Part B and certain Part D claims are tracked and used to calculate a cost of care for the 

episodes 

 For the first three episode cycles, all participating practices have a one-sided risk model and are eligible to 

receive a share of savings if the calculated cost of care is below a target and specific quality criteria are 

met 

 Beginning after the third episode cycle (2018), each participating practice can switch to a two-sided risk 

model that includes greater upside and the requisite downside risk to qualify as an AAPM for purposes of 

the QPP 

 The OCM two-sided risk model makes practices responsible for costs of care that exceed the cost target 

 If participating practices do not opt for the two-sided risk model: 

 They must earn savings to continue in the OCM  

 They are subject to MIPS, as the one-sided risk model does not qualify as an AAPM under the QPP 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 

Evolving Value-Based Payment/ Population Health Management Trends – OCM 
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Just a few of the notable ones: 

 Ongoing: HAC non-payment, HIVPP, RRP,  MSSP,  new restrictions on provider 

based billing, looming changes to the 340B program 

 Results: hospital cancer center priorities are evolving in favor of: 

1. Cost containment; 

2. Ability to be competitive based on publicly available measures of “quality” 

and “value”;  

3. Center of Excellence and/or NCI Cancer Center designation, and related 

requirements; 

4. Access to research and analytics;  

5.Provider alignment to achieve care coordination 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 

Evolving Value-Based Payment/ Population Health Management Trends – 
Hospital Payment Rules Changes 
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 May impact the market via changes in: 

 Oncology practice models 

 Oncology cost/expense allocations (EHR, navigators, analytics, etc.) 

 Sources and amounts of revenue and related risk, including downside risk 

 Potential effects – “Chicken and Egg” effects: 

 Changes to what is expected and reasonable in provider compensation arrangements, esp. for 

employed providers 

 Changes to value (strategic and FMV) in certain alignment arrangements 

 Corollary changes to what constitutes an FMV, commercially reasonable payment for purposes of 

Stark compliance  

 Open question: Importance of  “productivity” v. other benchmarks - e.g. cost, quality, other 

performance benchmarks 

 Open question: Significance of practice losses over the short and long term given investments 

in new  IT, processes and infrastructure 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 

Evolving Value-Based Payment/ Population Health Management Trends - 
Potential Impacts on Structuring, FMV and Commercial Reasonableness 
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 November 2015 – Section 603 of the Bipartisan Budget Act of 2015 excludes off campus hospital 

outpatient services from payment at outpatient  hospital (“provider based”) rates, subject to 

implementing rules of CMS 

 November 2016 – CMS issues the CY 2017 Hospital Outpatient Prospective Payment System Final 

Rule implementing the BBA’s site neutral payment rule: 

 Effective January 1, 2017, services provided in “off campus” hospital departments are not 

billed/paid as “provider-based,” although off-campus HOPD service lines that existed prior 

to Nov 2, 2015 are grandfathered under the old rule and can continue to receive provider-

based payment 

 Services in new off campus HOPDs to be billed and paid at lower rates than provider-based 

services were previously; however, these services will still be outpatient hospital/PBD 

services- significant for: 

 340B participation 

 Eligibility for medical education payments based on resident time in off campus PBDs 

 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 

New Site Neutral Payment Rules and Other Reimbursement Changes 
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Significant to Many 

Rad/Onc and 

Med/Onc Services: 

“Incident to” “Shared Visit” 

Applies to: Physician office services that are incident to 

an initial physician E/M visit 

On and off campus hospital outpatient services, 

hospital inpatient services, emergency department 

services where providers share an E/M service 

Reimbursement Amount: 100% of MPFS if billed under physician NPI 100% of MPFS if billed under physician NPI (shared 

visits can be billed under either provider’s NPI) 

Physician 

Supervision/Presence 

Required: 

Direct supervision - physician must be 

present in office suite 

No supervision required, but physician must perform 

part of the billed encounter (must see the patient on the 

same date of service) 

Relationship of NPP to 

Billing Physician: 

Employee, leased employee, or 

independent contractor of the physician or 

billing entity 

 

In the same group practice or employed by the same 

employer 

Restrictions on Applicable 

Services: 

No new patient visits or new problem visits Various new and established E/M services at various 

service levels, no consults 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 

New Site Neutral Payment Rules and Other Reimbursement Changes - 
Updated/Clarified Guidance on Physician Payment for Services Provided by NPPs 
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 November 2017 – The CY 2018 OPPS and ASC Payment System Final Rule introduced a change to 

the reimbursement rate for Part B drugs purchased by hospitals participating in the 340B program 

 Change to be effective January 1, 2018 

 Adjusts 340B drug payments from average sales price (ASP) plus 6% to ASP less 22% 

 Rural community hospitals, certain cancer hospitals and children’s hospitals were exempted from 

the change 

 Medicare savings from the new payment rates to be redistributed equally to all hospitals 

participating in OPPS 

 Change may benefit Medicare beneficiaries through reduced co-payments, and for this reason has 

been supported by the Community Oncology Alliance 

 On the other hand… national associations representing safety net providers - America’s Essential 

Hospitals, American Hospital Association and Association of America Medical Colleges –  have 

objected and jointly filed suit against CMS to overturn the rule change (suit dismissed for 

jurisdictional reasons on December 29, 2017) 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 

New Site Neutral Payment Rules and Other Reimbursement Changes -  
340B Program Updates-  Enacted and Proposed 
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 December 2017 – Members of Congress introduced Bipartisan Bill to implement a two year 

moratorium on new 340 hospital participants 

 Would apply to new program participants and new off campus service locations  (“child 

sites”) of existing program participants 

 Some details unclear, but it seems that the moratorium would apply to new off campus 

locations that have already been formed but have not yet met requirements for 

participation 

 Coupled with the January 1 payment changes, this could have significant impacts for the 

financial projections and operations of new off campus oncology HOPDs 

 Open questions? 

 What, if any, impact is there on the FMV of employment and service compensation in the off 

campus HOPD setting if 340B changes cause lower net revenues? 

 What, if any, impact will 340B changes have on viability and value of new off campus 

oncology centers? 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 

New Site Neutral Payment Rules and Other Reimbursement Changes -  
340B Program Updates-  Enacted and Proposed 
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 The Enforcement Environment as it Stands: 

 Physician compensation in general, and physician employment in particular, has significant potential to be the 

focus of regulatory scrutiny 

Common issues in False Claims Act cases that settled or proceeded to a decision in favor of the 

government: 

 Poor understanding of the Stark Law requirements and/or Stark Law definition of fair market value 

 Poor understanding (or lack of awareness) of the need for and/or concept of commercial reasonableness 

 Related to the above – challenges to: 

 Valuation approach(es)  

 Benchmark data used to establish FMV or commercial reasonableness 

 Financial data used to establish FMV/commercial reasonableness or otherwise support arrangements 

 Revenue/ credit of improperly coded services 

 Revenue/credit of improperly billed services 

Regulatory Enforcement Trends 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 
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Examples of Oncology Arrangements Challenged: 

U.S. ex rel. Baklid-Kunz v. Halifax Hospital Med. Ctr., et al. – Settled March 2014 

Filed: 2009; Government intervened:  2011; Relator: Halifax’s Director of Physician Services 

Allegations: (Among others) Halifax violated the Stark Law after executing contracts with six 

employed medical oncologists that provided above fair market value compensation, 

including an incentive bonus that improperly included the value of prescription drugs and 

tests that the oncologists ordered and that Halifax billed to Medicare  

 November 2013  - court rules that arrangements with medical oncologists violated the Stark Law 

via the improper bonuses 

 Case was set for trial in 2014 to adjudicate the government’s remaining claims against Halifax 

 Potential damages and penalties estimated at $1 billion(!) 

 Case settled on the eve of trial for $85 million, a record-setting amount at the time 

 Halifax’s legal fees from the case reported as $21 million 

 

Regulatory Enforcement Trends 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 
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Examples of Oncology Arrangements Challenged: 

U.S. ex rel. State of Georgia ex rel. Barker v. Columbus Regional Healthcare System et al. – Settled 

September 2015  

 First filed: 2012; amended complaint filed : 2013; Relator: former Columbus Regional 
executive 
– $26 to $35 million owed by hospital, depending on contingencies 
– $425,000 owed by physician defendant, Dr. Pippas 
– Legal fees unknown 

 Allegations: (i) Purchase transaction for a radiation oncology center was not a 
commercially reasonable transaction because (a) there was no hospital need for the 
purchased assets and (b) the price paid was not fair market value and far exceeded value 
of the “worthless” tangible assets; (ii) Hospital paid non-FMV, non-commercially 
reasonable salaries and medical director payments for physicians staffing the radiation 
oncology center, including payments for duplicative services and payments for work 
performed by others rather than personally performed.  

Regulatory Enforcement Trends 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 
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Examples of Oncology Arrangements Challenged: 

U.S. ex rel. State of Georgia ex rel. Barker v. Columbus Regional Healthcare System et al. 

•Allegations (cont’d); Complaint alleged that center obtained multiple valuation opinions, 
but none ultimately supported the compensation paid to cancer center medical director, 
Dr. Pippas 
 Opinion obtained in 2008 was based on the assumption that Dr. Pippas was paid only 

for services he personally performed, and concluded that the compensation was 
reasonable because it was based on Dr. Pippas’ historical productivity  

 Second opinion obtained in 2009 called into question the reasonableness of the 
compensation (upcoding? NPP services?) 

 Third opinion obtained in 2013 concluded that Dr. Pippas’ total wRVU productivity 
could not be solely attributed to his personally performed services: 
 Prior valuations improperly included work of other physicians? 
 Improperly credited shared visits? 

Regulatory Enforcement Trends 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 
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Examples of Oncology Arrangements Challenged: 

U.S. ex rel. Holden v. Mercy Hospital Springfield and Mercy Clinic Springfield Communities – Settled 

May 18, 2017 

 Filed: 2015; Relator: Chair of the Mercy Clinic Oncology Department, employed by one 
of the defendants more than 10 years 
– $34 million settlement 

 Allegations:  The ownership of an infusion center previously owned by Mercy Clinic was 
transferred to Mercy Hospital to make the center more profitable by allowing for 340B 
drug pricing and billing of services as hospital outpatient services. The hospital leased 
the infusion center space and non-physician employees from Mercy Clinic. Physicians 
who had previously received profits from the infusion center were given a new 
compensation model to include “margin replacement based on work RVUs for drug 
administration in the hospital” and to ensure they were “made whole” for loss of the 
infusion center profits. Plaintiff alleged that the compensation to the physicians 

exceeded FMV because:  

Regulatory Enforcement Trends 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 
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Examples of Oncology Arrangements Challenged: 

U.S. ex rel. Holden v. Mercy Hospital Springfield and Mercy Clinic Springfield Communities – Settled May 18, 2017 

 Allegations (cont’d): 

1. A work RVU for drug administration in the hospital department, “which required 
only that the physician be immediately available, was approximately 500% of the 
work RVU for in-clinic work where the physician was actively involved in patient 
care” and “physicians did not leave their Clinic work space while their patients 
were being infused at the Infusion Center.” 

2. Management fees that were purportedly for the physicians management of the 
Infusion Center were not appropriate because the physicians did not manage the 
Infusion Center. 

3. Medical director services paid to one of more of the physicians did not represent 
payment for services beyond required clinical services (which were compensated 
through other channels). 

 

Regulatory Enforcement Trends 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 
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Important Lessons From False Claims Act Cases (IMO) 

 Lack of attention to compensation issues can be bad 

 Improper conclusions and decisions about compensation can be worse 

 Bad conclusions and decisions can result from bad information, bad methodology, bad 

documentation, or any combination of the above 

 Can’t ignore or “gloss over” commercial reasonableness questions 

 The “whys” and “hows” of an arrangement are just as important as the who, what and when 

 Most of the time, the finer details matter. 
 

 

Regulatory Enforcement Trends 

Regulatory Developments Affecting Oncology Arrangement  

Terms and Structures 
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 Continued trend towards hospital/physician alignment strategies: 
 New(er) models are gaining popularity, but professional services agreements (PSAs) and 

employment remain prevalent 

 Employment of Medical Oncologists (as distinguished from Radiation 
Oncologists) 

 Let’s take a step back 
 Physicians billing Part B services 

 

CPT 

Code 

Description wRVU

s 

Total Medicare  

(Non-Facility) 

99213 Office/outpatient visit est 0.97 $74.16 

99214 Office/outpatient visit est 1.50 $109.44 

CPT 

Code 

Description wRVU

s 

Total Medicare  

(Non-Facility) 

99213 Office/outpatient visit est 0.97 $74.16 

99214 Office/outpatient visit est 1.50 $109.44 

Medical Oncology vs. 

Internal Medicine (for example) 

Engaging Physicians for Professional Services 
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 Physician Compensation and wRVUs 

25th P 50th P 75th P 90th P 

$270,000 $350,000 $600,000 $800,000 

2,480 3,600 6,050 8,100 

Medical Oncology vs. 

Internal Medicine 

25th P 50th P 75th P 90th P 

$210,000 $248,000 $307,000 $401,000 

3,900 4,700 6,010 7,600 

What accounts for the differential in 
compensation? 
 % of respondents are employed 
 wRVUs may not be indicative of actual productivity 

(chemo billed provider based) 
 Subjective difference in compensation per wRVU 

or… 
 Ancillary revenues associated with chemo infusion 

 
 

Engaging Physicians for Professional Services (cont’d.) 
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 Common methods of compensation to medical oncologists 
 Base Salary 
 Pure Productivity (i.e., wRVUs) 
 Combination of Base Salary and Pure Productivity 

 How does this relate to compensation for chemo supervision? 
 Is chemo infusion a compensable service to physicians? Yes 

 
 

 

CPT Code Description wRVUs Total Medicare 

96401 Chemo anti-neopl sq/im 0.21 $81.72 

96402 Chemo hormon antineopl sq/im 0.19 $31.32 

96409 Chemo iv push sngl drug 0.24 $111.60 

96411 Chemo iv push addl drug 0.20 $59.76 

Sample CY2018 Chemo Reimbursement per PFS (National) 

According to the CMS Billing Manual, the wRVUs relate to “affirmation of the treatment plan and the supervision….” 
Intent is that wRVU values reflect physician work effort1 

 
1Centers for Medicare and Medicaid Services, Medicare Claims Processing Manual, CMS Pub. 100-04, Cap. 12, Sec. 30.6 (Rev. Oct. 13, 2017); available 
athttps://www.cms.gov – last checked Jan. 15, 2018 and found under Regulations and Guidance > Manuals > Internet-Only Manuals (IOMS). 

 

Key Consideration for Employment of Medical Oncologists is  

Compensation for Chemo Infusion (more on 340B later) 
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Chemo Supervision with Base Salary Only 
 If physician previously billing Part B, historical productivity is indicative (presumably) 

of productivity associated with E&M as well as chemo infusion 
 -    Matching of historical wRVUs with compensation to derive base salary 

 If physician not previously billing Part B (already billed provider based) 
 -    Can wRVUs be tracked in a parallel manner to Part B? 
 Apply a “premium” to historical wRVUs that are exclusive of wRVUs associated 

with chemo supervision 
 Compare historical chemo supervision wRVUs to total wRVUs to arrive at 

appropriate adjustment percentage 

 Example: 
 Historical Chemo Supervision wRVUs: 500 
 Historical Total wRVUs: 5,000 
 Chemo/Total wRVUs %: 10% 

 

Chemo Supervision with Base Salary Only 
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 What if historical infusion wRVUs are unknown? 
 In 2014, 80% of total wRVUs attributable to Infusion Administration and 

E&Ms were generated by Physician Owned practices 
 Infusion Administration wRVUs totaled 14.08% of E&M wRVUs in Physician 

Owned practices, compared to 10.90% for All Practice Types 
 In 2016, 64% of total wRVUs attributable to Infusion Administration and 

E&Ms were generated by Physician Owned practices 
 Infusion Administration wRVUs totaled 11.36% of E&M wRVUs in Physician 

Owned practices, compared to 7.15% for All Practice Types 

Chemo Supervision with Base Salary Only (cont’d) 
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Example:  
 Historical wRVUs: 4,500 
 Chemo Supervision Proxy: 10% 
 Chemo Supervision wRVUs: 500 
 Total Adjusted wRVUs: 5,000 (4,500 / (1 – 10%) 
 Calculate Base Salary as above 
 Once base salary is established, no other adjustment/tracking 

mechanism is required 
 Payment solely for E&M and other non-chemo services 

Chemo Supervision with Base Salary Only (cont’d) 
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 Chemo Infusion with Incentive Compensation (i.e., wRVUs) Only 
 As noted above, if facility can track infusion wRVUs, payment methodology is self 

normalizing 
 If chemo infusion wRVUs cannot be tracked, apply a “premium” to wRVU conversion 

rate or  to account for wRVUs associated with chemo supervision 
 Can be determined via historical ratio or observed % 

 

 Other method to compensate for chemo supervision 
 Convert historical chemo supervision wRVUs to a fixed coverage rate per 

hour/day/year 
 Example: 
 Historical chemo wRVUs: 500 
 FMV comp/wRVU: $50 
 Total compensation: $25,000 
 Total anticipated work days/yr: 240 
 Chemo infusion comp/day: $104 

Chemo Supervision with Base Salary Only (cont’d) 
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 Key Consideration is Ensuring Reimbursement of all 
Appropriate Expenses 
 Compensation (professional services), benefits expense and other 

business expenses, professional liability insurance (PLI) 
 Reimbursement for compensation has same considerations as 

above for employment 
 Reimbursement under PSA typically incentive based (wRVUs) 

 Consideration of chemo supervision (as above) 
 

Medical Oncology – PSAs 
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 How to reimburse for… 
  - Taxes, health insurance, life insurance, retirement benefits, 

etc. 
 Allocate total expenses across anticipated annual wRVUs to 

“gross-up” wRVU rate? 
 Pay expenses as pass-through or annual amount? 

 - If payment for benefits is included in wRVU rate, how do you 
account for fluctuations in actual productivity over anticipated? 

Medical Oncology – PSAs (cont’d) 
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 Professional liability insurance best reimbursed based 
upon actual or expected actual premiums 

-   Can be included in “grossed-up” wRVU rate or reimbursed separately 
 Other expenses… 

 CME?  
 Relocation? 
 Recruitment? 
 Is the arrangement exclusive? 

 Other common compensation requests: 
 “Call coverage” for ED 
 “Call coverage” for adverse chemo events 

 Are both compensable? 

Medical Oncology – PSAs 
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 Hospital Acquisitions of Oncology Practices 
 Significant revenues associated with infusion 

 Provider-based billing 
 340B pricing (let’s see what happens with the final rule) 

 

 Physician’s cannot directly benefit from infusion billed provider 
based or 340B pricing 
 

 Consideration of benefit violates the FMV standard 
 

340B Discussion 
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 Different reimbursement mechanisms available 
 Employed physicians are often paid on a guaranteed basis 
 Not uncommon to subsidize radiation oncology practices 

 
 

Radiation Oncology 
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 Survey Data does not Cooperate 
 Little to no data specific to BMT 
 Physicians sometimes are not exclusive to BMT 

 
 CPT Coding does not Cooperate 

 There are few CPT codes that are specific to BMT; the preponderance of 
the services are billed using the typical E&M codes 

 BMT physician services entail fewer, but higher value, wRVUs 
 Manipulation of survey data to arrive at proxy values 

 
 

Unique Issues Related to BMT 
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 The Department of Justice has advanced claims that physician practice 
losses can be an indication of an improper hospital/physician 
compensation arrangement 
 

 Private practice physicians derive income from personally performed 
services and from ancillary services.  Certain ancillaries are “normal” 
(i.e., expected), while others are not 
 

 What constitutes a “normal” ancillary? 
 Ease of reimbursement as a Part B service 
 Minimal financial, operational and regulatory risk 
 Prevalence of the ancillary among private practice specialists 

 
 

Practice Losses – A Cause for Concern with Medical Oncology? 
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 For OB/GYNs – ultrasound 
 For cardiologists – EKG, echo, stress tests, Holter monitor 
 For orthopedic surgeons - X-ray  
 For medical oncologists – infusion services  

 
 Examples of ancillaries that are not “normal” –  
 MRI 
 Outpatient surgery (e.g., an ASC) 
 Radiation therapy 

 

Examples of “Normal” Ancillary Services 
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 Low initial capital investment  
 

 Easily scalable 
 

 Minimal fixed costs and minimal operating risk (e.g., obsolesce) 
 

 Virtually all private practice medical oncologists provide infusion 
services 
 

 Profits from infusion services contribute materially to medical 
oncologists’ incomes 

 

Characteristics of Infusion Services - 
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 It’s not salable as an ancillary “business” 
 

 Since there are minimal barriers to entry, the only 
material “value” that most infusion centers possess is a 
future referral stream (which can’t be valued without 
running afoul of healthcare regulations) 

The Corollary of a “Normal” Ancillary… 
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 Hospitals must offer competitive compensation packages in 
order to engage medical oncologists 
 

 Compensation must be consistent with published survey data 
and competitive with alternative opportunities (e.g., private 
practice) 
 

 Once infusion services are transitioned to provider-based, a 
medical oncology practice is assured of incurring practice 
losses…perpetually 

Medical Oncologist Compensation 
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 Hospital-owned medical oncology practices will incur losses 
with higher certainty and magnitude than most other 
physician practices 
 

 These losses may be subject to government scrutiny 
 

 Great care needs to be taken in establishing FMV (both with 
respect to the compensation values and how such values were 
derived)  

 

“Practice Loss” Conclusions -  
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 Defining the scope of an oncology service line management arrangement is critical   
 For business, legal and valuation purposes, all parties must be on the same page 

regarding:  
 the exclusion of professional services and fees from the valuation 
 whether or not ancillary services will be specifically included or excluded (path, lab, 

imaging, surgical biopsy) 
 whether services such as radiation oncology, gamma knife, lymphedema care, 

specialized men’s or women’s center, peds, BMT, therapeutic apheresis, or specialty 
cancer rehab services are reasonably within the purview of the physician service line 
managers 

 Oncology service line revenues are greatly boosted by infusion revenues; this must 
be considered in a “market” approach 

 In some cases, services are billed globally – this must be considered for valuation 
and compliance purposes 

Oncology Service Line Co-Management and Quality Initiatives 
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 Inclusion of ancillary or other highly specialized services –  
 If certain lab or imaging services are intended to be ‘in scope’, (i) where are they 

performed… at the hospital?  Independent lab/imaging center? Physician office? 
 

 Is some other department/contracted party responsible for overseeing those 
services, such that oversight would not be delegated to the included physician 
managers?   
 

 If the oncology program offers services such as provider-based therapeutic 
apheresis, are such services (and the oversight of those services) provided via a 
third party contract? 
 

 Physician service line managers should have appropriate experience to manage a 
comprehensive oncology service line (e.g., surgery and radiation therapy) 

Oncology Service Line Co-Management and Quality Initiatives 
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 For “captive” physicians, care must be taken to make sure that management 
services and/or quality incentives are not contemplated pursuant to other 
arrangements 
 

 An oncology service line co-management arrangement might encompass 
oversight of clinical research programs 
 If research programs are ‘in scope’ (via ‘base’ duties or incentives), determine 

whether any participants in the co-management arrangement are compensated 
for research-related activities (e.g., PIs, sub-investigators, or data management)  

 
 Participation in oncology care models (OCMs) may require a ‘deep dive’ to 

ensure there is no concern of overlap as between otherwise-compensated 
physician efforts and co-management tasks and incentives   

Oncology Service Line Co-Management and Quality Initiatives 
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 American College of Surgeons Commission on Cancer Accreditation 
Standards Applicable to Cancer Centers Challenge Traditional Thinking on 
Co-Management Incentives 
 For example, the CoC requirement of accruing a certain percentage of patients into 

cancer-related research studies - if administered as a co-management incentive - may 
look a lot like an incentive for referrals/violation of AKS if (i) a relevant party is 
compensated by an outside entity (drug company) for its participation in the studies 
and/or (ii) there is not a reasonable, defensible (documented) business case, relevant 
clinical safeties, and a careful legal review to ensure that the incentive is crafted 
appropriately to avoid these concerns. 
 

 Some hospitals use metrics along the lines of ‘accession [xx%] of service line patients 
into the hospital database for matching with an appropriate clinical study’, in hopes 
that it will help facilitate achievement of the CoC requirement without directly 
incenting referrals/accruals into studies 

Oncology Service Line Co-Management and Quality Initiatives 
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 Examples of common compensation components (not a 
complete or exhaustive list) 
 Compensation for principal investigator oversight 
 Compensation for “enrolling investigator” services in identifying and shepherding appropriate 

subjects 
 Compensation for physician professional services that are not investigator services but are 

required to comply with the protocol – e.g., non-investigator specialty consult that is needed 
to determine if an identified potential subject meets inclusion/exclusion criteria and/or 
should be removed from the protocol due to adverse effects 

 Technical services or globally packaged services/procedures that are needed to comply with a 
protocol - e.g., specific lab tests, radiology tests 

 Services of clinical research support personnel such as study coordinator, research/dispensing 
pharmacist, biostatistician, etc. 

 Facilities and space use 
 IRB review and monitoring, which typically incurs fees 
 Study-specific items or services – e.g., dedicated centrifuge to process study samples 

Compensation Arrangements Related to Clinical Research Services 
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 Potentially Distinguishing Issues in Oncology Clinical Research/Clinical 
Trials 

 The integral role of clinical trial access in clinical care 
 In some cases, limited investigative sites and greater responsibilities for principal investigators 
 Relative prevalence of “Rockstar” researchers 
 Important role for “enrolling investigators” 
 Allowances and issues for billing of investigational drugs/services v. receiving support from 

sponsors/manufacturers 
 Covering costs while avoiding duplicative compensation 
 Understanding and navigating reporting under Physician Payments Sunshine law 

 Intensity of IRB interactions 
 Prevalence of clinical enrollment into Phase I/II studies 

 Time-intensive investigator role 
 Higher subject risk 
 Lower sample size/ subject enrollment 

Compensation Arrangements Related to Clinical Research Services 
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