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Key Findings:

= The share of payers that depend primarily on ASP methodology is
approaching equilibrium with the share using AWP

= ASP is used to manage a dominant portion of covered lives

Injectables Index Data

Fall 2007 Spring 2008
ASP = 35.4% ASP =41.0%
45.8% of 58.8% of

covered lives

AWP = 57.6%

47.7% of
covered lives

covered lives

AWP = 51.0%

40.7% of
covered lives

Other = 7.0%
6.5% of covered lives

Other = 8.0%
0.5% of covered lives

n =99

n =100

Fall 2008

AWP =47.1%

38.5% of
covered lives

Other = 8.8%
4.3% of covered lives

n =102

Q = “Currently, which physician payment methodology is used most
frequently by your organization? Please select only one.”

Reimbursement Over Time

Oncology Index Data*

Summer 2007 Winter 2008
ASP = 36.0% ASP = 36.0%
27.1% of 39.6% of

covered lives

covered lives

AWP = 54.0%
69.3% of

covered lives

AWP = 54.0%

52.5% of
covered lives

Other = 10.0%
3.4% of covered lives

Other = 10.0%

7.9% of covered lives

n =100

n =100

Summer 2008

AWP =51.5%

45.0% of
covered lives

Other = 6.8%

3.5% of covered lives

n =103

* Responses pertain only to reimbursement of oncologists

treating commercial plan members
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Key Findings: .
= RA, hGH, and ESAs remain top management priorities and the Current Disease Categ ory

most likely targets for payer policies . ..
Management Priorities

Change from

Importance Assigned to Category Management Priorities Spring 2008 Mean

Rheumatoid arthritis 4.54 +0.03
Human growth hormones 451 -0.07
Erythropoietin Stimulating Agents (ESAS) 434 021 ¥
Respiratory syncytial virus 4.20 +0.05
Oral cancer therapies 411 +0.12
IVIG agents 4.07 +0.15
Severe asthma (IgE-mediated) 4.04 -0.08
Hepatitis C (PEGylated interferons) 4.02 -0.13
Multiple sclerosis 4.01 -0.18
Crohn’s disease 401 -0.04
IV cancer therapies 3.99 +0.07
Chronic plague psoriasis 3.98 -0.10
White cell growth factors (GCSFs) -0.03
Hemostatics -0.09
Hepatitis B 3.56 -0.09
Osteoporosis 3.55 -0.18
Infertility agents 3.46 +0.05
Viscosupplements 341 --
Hereditary emphysema 3.20 -0.10
Thiazolidinediones (Actos, Avandia) 3.18 +0.05
HIV agents 2.79 -0.14
:;rc\);v;f;nce 2 3 4 imp|c-)||ltgahnecset
n =102 Q ="We would like to know how you prioritize the management of various pharmaceutical categories. Please W Significant decrease from Spring 2008

indicate the degree to which each of the following categories is a management priority for your organization.”
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Key Findings: . .

= More than half of payers do not believe that the tighter Unintentional Route of
management of pharmacy benefit agents incentivizes medical
benefit utilization

= Benefit management integration is thought to be worthwhile

Administration Incentives

Do you believe that the tighter management of agents covered under the pharmacy benefit
unintentionally incentivizes the prescription of agents covered under the medical benefit?

| B Yes O No B Unsure |

31.4% 52.0% 16.7%

How concerned is your organization about products in different benefits and your ability to
manage across those benefits?

1 Not at all concerned 2 3 4 Very Concerned 5

The costs and challenges of integrating medical and pharmacy management outweigh the

potential benefits.

1 Strongly Disagree
n =102

Strongly Agree 5

N
w
N
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Key Findings:
= Payers believe that areas of significant specialty management

strength include PA policies, SPP utilization, infernal guideline Payer Man agem ent Stren gth )

adoption/enforcement, and outcomes tracking/data analysis

When evaluating your organization’s management of specialty therapies,
what do you see as your greatest management strengths? [Open Ended]

Prior Authorization Policies 26
Utilization of SPP

Clinical Guidelines Adoption/Enforcement
Outcomes Tracking/Data Analysis

Quality of Clinical Care

Pharmacy Management of Infused Therapies
Coordination of Medical/Pharmacy Benefit Policies
Contracting

Payer/Provider Relationship

Broad Access to Clinical Care

Case Management

Internal SPP B Number of Payer Mentions

Other

n =102 . .
Payers were allowed to cite multiple strengths
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Key Findings:
= Payers cite multiple areas of management policies in need of

reform, primarily physician reimbursement and coordination of
management across the medical and pharmacy benefit

Payer Management Policies in

Need of Reform

When evaluating your organization’s management of specialty therapies,
what policies are most in need of reform? [Open Ended]

Physican Reimbursement

Medical/Pharmacy Benefit Policy Coordination
Increase SPP Volume

Adopt a Specialty Tier

More Aggressive Utilization Management
Coding/IT Infrastructure

Contracting

Oncology Management

Speed of Policy Updates

Other

None
n =102

16
10

© O O o

6 B Number of Payer Mentions

18
8

Payers were allowed to cite multiple policies in need of reform
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Key Findings:

= Payers and providers express divergent opinions about what
constitutes a survival benefit

= Oncologists are uncertain as to whether patients are likely to prefer
improved quality of life over treatment with limited clinical benefit

Evolving Patient Preferences:

Survival vs. Quality of Life

By how long must a patient’s life be extended for you to consider a product to have a survival benefit?

E Payers (n =103) B Oncologists (n = 104)

( 41.7% \

0,
34.6% 311% g gop
19.2%
0
6.8% 6.8% S-7%  7.7% 3.9% i 4.8% 3.0%
_ 1.0% 0.0%
T
2 months 3 4 months 5-6 months 7-8 months 9-10 months 10+ months Other (Please specify:)

As the number of treatment options with limited clinical benefits increase, patients will prefer
therapies that offer enhanced quality of life compared to improved survival

m4 W Agree strongly - 5

W Disagree strongly - 1 m2 B Neutral - 3 Mean

Payers (n = 103) 26.2% 54.4% .
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Key Findings: .

= Payers and providers believe that United’s adoption of NCCN Com pen dia and Other Data
guidelines will have a positive impact on cancer care

= A significant portion of payers is unsure about adopting a single Sources
compendia, indicating “watchful waiting” sentiment

The inclusion of some valid drug
uses in compendia may not be fast
enough to accommodate rapidly

. . 4.11
changing oncology science

United Healthcare's adoption of the
NCCN Drugs and Biologics
Compendium will have a positive
impact on the quality of cancer care

3.59

3.56 @ Payers (n =103)
B Oncologists (n =104)

My organization/ practice closely
watches compendia listings and
only approves off-label use based
on such listings

3.42 %
3.73

*Significant difference between means

1 Strongly 2 3 4 Strongly g
disagree agree

Does your organization plan to adopt and approve a single compendium (e.g. NCCN, ASCO, or AHFS)
to guide cancer coverage decisions?

Yes 17.5% No 43.7% Don't Know 38.8%

Payers n =103
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Key Findings:

= Payers focus management attention on cancer subtypes with Payer Man agemen t Priorities
resource intensive treatment options . .
= Breast cancer is a top priority, but the recent approval of Avastin Wlth N Can cer
has not prompted a significant increase in payer concern
100% 250,000
87.4% I \Management concern
A B Financial concern
80% —o— Incidence of disease 200,000
The treatment of
prostate cancer, often
1% “watchful waiting”, is
significantly less cost
60% intensive than other 150,000
cancer sub-types

40% 100,000

Percentage of Respondents

20% 50,000

0% 0
Breast Colon Lung Multiple Non- Leukemia Prostate Renalcell Hodgkin's Ovarian Liver Brain  Pancreas  Other
myeloma Hodgkin's Kidney  Disease
Lymphoma
Payers n = 103 Q = “Which of the following cancer types represent your top management concerns? [select all that apply]” N(_) significant change from
Q = “Which of the following cancer types represent the most significant financial challenges? [select all that apply]” Winter 08 report

*Source: American Cancer Society. Cancer Facts & Figures 2008. Atlanta: American Cancer Society; 2008.

SN Ul 82uapIou|

*
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Key Findings: .
= Within proper context and patient population, targeted therapies ASSESS m entS Of Th erap eUtI C
such as Gleevec and Herceptin are considered wonder drugs O t
= Taxanes and other chemotherapy stalwarts with time-tested clinical p 1ons
efficacy are characterized as reliable workhorses
Oncologists Payers
(number of unaided mentions) (number of unaided mentions)
|
o . Gleevec (45) Gleevec (29)
o o
S - .
f_g = Rituxan (22) Herceptin (10)
© . .
> o | Avastin (19) Avastin (6)
> ©
© S | Herceptin (17)
£ 2
o
% ®©
L Other product mentioned: paclitaxel Other products mentioned: Rituxan, Sutent
o | Taxol/Taxotere (34) Taxol/Taxotere (19)
0
S | Cisplatin/Carboplatin (17) 5-FU (16)
=
g Rituxan (10) Cisplatin/Carboplatin (11)
q;) Herceptin (4)
o
8
< Xeloda, Procrit Procrit

Q: “For each of the following questions, please provide the names of any cancer products that you believe to be good examples. You can select more than one for each question. If
you cannot think of a response, you may leave a question blank.”
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Key Findings:
= As the evidence required for therapy selection moves from
theoretical applicability to demonstrated clinical benefit, the

perceived clinical value of some targeted therapies, such as Opt| ons
Avastin and Erbitux, begins to erode

Assessments of Therapeutic

Oncologists Payers
(number of unaided mentions) (number of unaided mentions)
< = | Avastin (27) Avastin (30)
S0
S | Tarceva (23) Erbitux (15)
> 0 : :
g < | Erbitux (17) Thalomid (3)
o
:i 3 | Sutent (7)
c
g 3 Other products mentioned: Vectibix, Abraxane,
o O _ - : : Iressa, Tarceva, Gleevec, Sutent
=< Other products mentioned: Vectibix, Thalidomide,
Abraxane
Avastin (35) Avastin (32)
Cé Erbitux (13) Erbitux (8)
i Tarceva (9) Sutent (5)
S | Sutent (5)
£
o
o
= Other products mentioned: Vectibix, Nexavar, Other products mentioned: Rituxan, Herceptin,
Campath Tarceva, Velcade, Gleevec

Q: “For each of the following questions, please provide the names of any cancer products that you believe to be good examples. You can select more than one for each question. If
you cannot think of a response, you may leave a question blank.”
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Key Findings:

= Nearly 60% of payers have increased non-drug payments to
physicians

= Most fee increases have been modest — 0% to 10% — though some
report much higher increases

Has your organization increased

Current and Anticipated Non-

Drug Payments to Providers

professional fees paid to
oncologists?

B Summer 2007
E Winter 2008
B Summer 2008

Administration (n = 46)
Professional Fees (n = 45)
Assessments (n=21)

Outcomes Reporting (n = 8)

Current Fee Increases by Type

47.8%

71.1%

81.0%

75.0%

0 6-10% B 11-15% 0 16-20% @ 21-25% | >25% |

How will these fees change over the next 12 months?

28.0% 69.3%

27.3% 71.4%

14.9%

82.4%

16.4% 83.6%

B Stay the same O Decrease

63.0% | m0-5%
59.2%
Administration
Professional Fees
29.3%

Assessments

Outcomes Reporting

B Increase
Yes - Payers
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Key Findings:

= Both payers and employers believe that health care costs are the Im poO rtance of COSt, Access .
dominant factor to consider when designing health benefits .

= Payers give significantly more attention to ensuring the quality of and QU al Ity of Care
health care than do employers

Please use a 0to 100 index scale to rate how important each of these three
factors are when designing health benefits

B Health Care Costs O Access to Medically Necessary Care B Quality Health Care

Employers/EBC 47.41 26.21 26.38*
(n: 100) (+3.62 from Spring 2008 Mean) (-1.56) (-2.07)

Payers 42.55 23.76 33.69 *
(n: ]_03) (-2.30 from Spring 2008 Mean) (-1.71) (+4.01)

Average Degree of Importance (0-100 Points)

Q: “We would like to understand how you rank the relative importance of the cost, access and quality of health care to
each other when designing health benefits. Please use a 0 to 100 index scale to rate how important each of these 3
factors are when developing benefit choices for your clients.”

* Significant difference between
payer and employer means
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Key Findings:

treatments

= Employers are the primary drivers behind employee cost-sharing
policies and the decision to cover contraception or fertility

Employer Influence in Policy

Decision Making

Please describe the level of stakeholder collaboration when establishing the

following policies

. 4.34
Employee cost sharing 3.89
Employee deductibles a.21
ploy 3.85

Assignment of copay or coinsurance 0 68 I:_ 4.17
Copay/coinsurance amount 337 13
Coverage of fertility treatments 3.84 408

. . 4.08
Benefit maximums 3.55

. 4.08
OOP maximums 3.78
Coverage of contraception 4.06
3.63
B Employers/EBCs (n=100) Primarily a Mutual Primarily an 5
payer decision Decision employer decision

O Payers (n=103)

Q: “We are interested in understanding more about the extent to which your organization collaborates with payers to establish specific health insurance policies. For
each of the following policies, please evaluate the decision making process using a 1-5 scale where 1 represents “primarily a payer decision and 5 represents primarily

an employer decision.”
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Key Findings: . .
= Therapy management, tier placement, and utilization control Payer Influence in Poli Cy

policies are primarily payer decisions

Decision Making

Please describe the level of stakeholder collaboration when establishing the
following policies

Tier structure 1.76 | 328
Disease category coverage 2.06] 3.25
Specialty tier 1.79] 2.93
Prior authorizations 1.52] 2.90
. . e 2.86
Medical/Pharmacy benefit classification 1.51
. 2.77
Step edits 151
. 2.67
Therapy tier placement 1.41]
. . 2.34
Physician reimbursement methodology for drugs 1.30
i 2.21
Preferred drug list 1.29]
B Employers/EBCs (n=100) Primarily a Mutual Primarily an 5
O Payers (n=103) payer decision Decision employer decision

Q: “We are interested in understanding more about the extent to which your organization collaborates with payers to establish specific health insurance policies. For
each of the following policies, please evaluate the decision making process using a 1-5 scale where 1 represents “primarily a payer decision and 5 represents primarily
an employer decision.”
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Key Findings:

excess body weight and heart disease

= Four of the top five employer management priorities are related to

Diabetes

Hypertension (high blood pressure)
Cancer

Hyperlipidemia

Obesity

Depression

Lower back pain

Asthma

Drug/alcohol abuse

Rheumatoid arthritis

Proton Pump Inhibitors (PPIs)
Osteoporosis

Non-steroidal anti-inflammatories (NSAIDs)
HIV/AIDS

Multiple sclerosis

Adult vaccines

Osteoarthritis

Anti-infectives

Hepatitis B

Respiratory syncytial virus (RSV)
Women’s hormone replacement
Contraception

Infertility

Employer Management

Priorities

4.23
401
3.97
3.96
3.95
3.74
3.70
3.66
3.59
3.45
3.39
3.17
3.16
3.11
3.10
3.06
3.06
3.06
3.03
2.98
289 B Employers/EBCs (n=100)
2.81
2.63

1 Nota management

3 4 A Top management g
Priority

Q: “We would like to know how you prioritize management of various conditions and treatment categories. Please indicate the degree to which each of the following
categories represents a management priority for your organization, where 1 indicates “not a priority at all” and 5 indicates “a top priority”.

The Zitter Group ¢ © 2008 All Rights Reserved
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Key Findings:
= Payers focus management attention on chronic disease states that i 1t
can offer a meaningful return on logistical and financial investment Payer Man ag ement Pr lorities
= The wider range of category priority scores suggests that payers
have a stronger sense of management priorities than do employers

Diabetes 14.70

Asthma 14.22

Cancer 14.15

Hyperlipidemia 14.08

Depression ]3.91

Rheumatoid arthritis ]13.83

Hypertension (high blood pressure) 13.82

Multiple sclerosis 13.55

Proton Pump Inhibitors (PPIs) ]3.50

Obesity 13.37
Respiratory syncytial virus (RSV) ]3.30

Lower back pain 13.22

Osteoporosis 13.22

Hepatitis B 13.14

Adult vaccines

HIV/AIDS

Osteoarthritis

Drug/alcohol abuse
Anti-infectives

Women's hormone replacement

]3.05

12.94

]2.93

12.78

12.67

12.59

O Payers (n=103)

Non-steroidal anti-inflammatories (NSAIDs) ]2.38

Contraception 12.31
Infertility ]2.26

1 th a management 2 3 4 ATop manager_ne_nt 5
priority at all Priority

Q: “We would like to know how you prioritize management of various conditions and treatment categories. Please indicate the degree to which each of the following
categories represents a management priority for your organization, where 1 indicates “not a priority at all” and 5 indicates “a top priority”.
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Key Findings:
= Payers believe that coordinated management of chronic diseases
will both improve outcomes and limit costs

= Increasing employee OOP costs stands to both reduce spending
and erode outcomes

Relating Health Outcomes to

Health Care Costs: Payer

Payer Projected Intervention Impact

@ Incentivize desired outcomes
@ Increase patient cost sharing

O Therapy management
@ Other

Introduce compliance/adherence programs for chronic conditions

Improve outcomes

3 Improve outcomes
and increase costs

and decrease costs
Q1

Adopt designs with lower cost-sharing for some conditions
Improve
Outcomes

Complete health risk appraisals for all members
Link cost-sharing burdens/tier placement to demonstrated benefit

Introduce provider incentives and penalties

‘2

4 3

e,
21@

Assist employers with establishing onsite health services

Implement PBM/SPP contracts with specific use/cost metrics

0
O9

80O Shift biologics/injectables from medical to pharmacy benefit

Manage specialty drugs on pharm, adjudicate on med

11
2 10 13 ¢
C® @12 @ 20

15..
14@ ¥ @17

18

Add a specialty/biologic pharmacy tier
Increase benefit caps/patient out of pocket limits
Increase employee contribution to premiums

Increase cost-sharing for inpatient hospital stays

Decrease

Outcomes
Decrease outcomes

1 and decrease costs

Decrease outcomes
and increase costs

1 Decrease Health

Care Costs

Intervention Classification

2 Increase Health 3
Care Costs

Payers n=103

0666666060600 L0LOO00000

Increase employee deductibles

Adopt plans with higher levels of patient cost-sharing (CDHPs)
Increase cost-sharing for physician visits

Switch from copayments to coinsurance for prescription drugs
Increase cost-sharing for prescription drugs

Reduce prescription drug coverage

Establishment of a single payer/national insurance risk pool

Introduction of new targeted specialty/biologic agents
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Key Findings:

= While employers believe that successfully aligning financial
incentives with desired clinical outcomes can improve care and
decrease costs, they acknowledge that shifting costs to employers
also risking eroding outcomes

3

Improve
Outcomes

Decrease
Outcomes

1

Relating Health Outcomes to

Health Care Costs: Employer

Employer Projected Intervention Impact

Improve outcomes
and decrease costs

Improve outcomes
and increase costs

@21

Decrease outcomes
and decrease costs

@20

Decrease outcomes
and increase costs

1 Decrease Health
Care Costs

Intervention Classification

Increase Health 3
Care Costs

Employers/EBCs n=100

06060006 OBRBARARBOVWGLOOOBO6

O Therapy management
@ Other

Introduce compliance/adherence programs for chronic conditions

Incentivize desired outcomes
Increase patient cost sharing

Adopt designs with lower cost-sharing for some conditions
Complete health risk appraisals for all members

Link cost-sharing burdens/tier placement to demonstrated benefit
Introduce provider incentives and penalties

Assist employers with establishing onsite health services
Implement PBM/SPP contracts with specific use/cost metrics
Shift biologics/injectables from medical to pharmacy benefit
Manage specialty drugs on pharm, adjudicate on med

Add a specialty/biologic pharmacy tier

Increase benefit caps/patient out of pocket limits

Increase employee contribution to premiums

Increase cost-sharing for inpatient hospital stays

Increase employee deductibles

Adopt plans with higher levels of patient cost-sharing (CDHPSs)
Increase cost-sharing for physician visits

Switch from copayments to coinsurance for prescription drugs
Increase cost-sharing for prescription drugs

Reduce prescription drug coverage

Establishment of a single payer/national insurance risk pool

Introduction of new targeted specialty/biologic agents
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