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Mayo Clinic Mission

To inspire hope and contribute to health and
well-being by providing the best care to every patient
through integrated clinical practice, education, and research.
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About Mayo Clinic

e Charitable, not-for-profit; academic medical center

* Provides essential healthcare to over 1 million patients
annually from 135 countries

e $9.4B in net revenue

« 3,700 physicians and scientists

e 3,900 residents / fellows / students
« 57,000 employees

« 3,450 beds — 25 hospitals
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About Mayo Clinic ~ s
» Fortune Magazine | Wt

“100 Best Companies to Work For”
10 consecutive years

 US News and Report

Ranked “Best Overall Hospitals”
Ranked 1st
Orthopedic, Neurology & Neurosurgery, Diabetes
Disorders, Digestive Disorders,
Cardiac Surgery, Heart & Respiratory Disorders
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Mayo Clinic Supply Chain Management

e Gartner Research

“Top 25 Supply Chain” in healthcare and life sciences
2013 — 2nd (Top 25 past five years)

» Supplies & Purchased Services - $2.4+ billion
Supplies - $1.6B / Purchased Services - $800M
Capital - $628M

e 2014 Operating Expense Plan
602 FTEs = $52M = Fully loaded

» Upper Midwest Consolidated Services Center
Aggregation group consisting of 42 systems; 143
hospitals with $5+ billion in spend

MAYO
CLINIC

@y



Mayo Clinic and Networks




How to Make It Happen

What do you WANT TO BE when you grow up
* What does the organization need
What CATALYSTS will get you there
* People / Process / Technology
What can you COUNT or measure
* Where Is your data
« What do you have for history
« Benchmark yourself first
* Benchmark industry second
Create a PICTURE
Create a STORY
TELL your story
e Focus on WHAT IS IMPORTANT to the organization
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Pathway to Best Practice (circa 2008)

World Class
Supply Chain Mgmt

> Shared Services Organization
> Business Process Standardization, (BPO, Systems)
> Product Standardization and Utilization Management
INTEGRATE
> Logistics and Inventory Management Support
> Operational Efficiencies (e.g., Point of Use, distribution models, etc.)
> MMIS and Technology Strategy; EDI; Item / Vendor Master; Price Mgmt
TRANSFORM
> Physician (Key Stakeholder) Driven Supply Chain
> Focused Expertise on: Surgical, Cardiology, Radiology and Pharmacy
COLLABORATE > Innovative Strategic Relationships with GPO: VHA / Novation
> Initiate Enterprise-wide Contracting and Strategic Supplier Relationships
> Strategic Plan for Supply Chain Management Collaboratively Developed

%99 > Mayo Initiates Supply Expense Management Efforts on a System-Wide Basis




Supply Chain Organization (Circa 2008)
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Supply Chain Organization

Office of Expense Management
Kim Amrami, MD

Division Chair
James R Fr.

SCM Operations
Vice Chair
Bruce Mairose

Procure-to-Pay
Director
D. Schmitz

Transactions
Manager
Hicks

Customer Sup
Manager
Hammer

Bus. Process
Manager
Badzinski

Florida
Director
M. St George

Rochester
Director
D. Weber

Recieving
Manager
Meehan

Distribution
Manager
Emerson

Logistics
Manager
McGinley

Waycross
Manager
Gast

Analytics
Manager
Tye

Clin Sup Serv
Manager
Pappas

MCHS
Sr. Director
L. Akiens

Arizona
Director
R. Kirane

Logistics
Manager
Reidy

Clin Sup Serv|
Manager
Reimer

MCHS SE MN
Director
T. Baker

Logistics
Manager
Creaser
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Logistics
Manager
McManus

MCHS NW Wi
Director
T. Brandt

MCHS SW MN
Director
C. Parsons

Logistics
Manager
Follstad

Logistics
Manager
Haagensen

Logistics
Manager
Heins

Logistics
Manager
Okerman

MCHS Sw Wi

Director
D. Hall

Logistics
Manager
Woods

Logistics
Manager
Tiber

Catego anagement|
Vice Chair
Open

VHA/Novation
Vice President
Bleasing

Services & Assets
Director
G. Moore

Rx/ Formulary Mgt
Director
lJ. Marttila, PharmD

Medical Devices
Director
B. Ali

IT / Telecom
Sr. Manager
Cohrs, JD

Contract Admin
Manager
Monson

CVQA
Sr. Manager
Nelson

Purchase Serv
Manager
J. Hall

, Fin/Audit
anager
E. Heneke

Perf Consulti
Directo
T. Stewart

Business Solutions [l Risk M
Sr. Manager

S. Matejka

Freight
Log Manager
Wood

Perf Consult
Manager
Burns

Perf Consult
Manager
Wendorf

Med/Surg/Lab
Director
N. Wobig

Informatics
Sr. Manager
Hysell

ERP
Manger
Ramaker
ERP
Manager

Hill



Gary Moore
Manager Capital Contracting

Stacy Fitzgerald
Senior Systems Analyst ERP

Staff Total- 9/ Directs 9
Kindra Ramaker
Senior Systems Analyst ERP
Kay Hysell Staff Total- 10/ Directs 10
Staff Total- 29/ Directs 3

Senior Systems Analyst AAS

Staff Total- 7/ Directs 7 Leadership NOT in SS
Team Budget

Open

Key:
Staff Total — 4 / Directs 4
Barket Ali

Manager PPI Contracting
Staff Total — 5/ Directs 5

Barry Cohrs
Manager IT/Telecom Contracting
Staff Total — 4/ Directs 4

Joe Dudas

Vice Chair SCM Category Mgt Tammy Monson Lisa Heins
Staff Total — 91/ Directs 9 Manager Contract Administration Supervisor Data Integrity

Staff Total — 17 / Directs 10 Staff Total-7/ Directs 7 Staff Total —13/ Directs 13
Jim Hall Lindsey Sheeran
Mgr Purchase Serv Contracting mmsmm P2P Sup. Tech and Process
Becky Blaesing Staff Total — 5 / Directs 5 Nancy Wobig Staff Total —8/ Directs 8
Vice President VHA Manager Med/Surg Contracts

Staff Total — 12/ Directs 12 Terri Nelson Staff Total- 10/ Directs 10 Kristie Huber
Manager CQVA e P2P Sup. Records Management
Staff Total — 5 / Directs 5 Staff Total 12/ Directs 12
- Karla Ernster
. JEmes el mmm P2P Sup. Procure Transactions
Dir Pharm Contract/ Form Mgmt Robert Badzinski Staff Total —22/ Directs 22

P2P Sup. Business Solutions

ff Total —7 / Di 7 i
Staff Total / Directs Operations Manager P2P Jennifer Grovdahl

Sl el 20 DS P2P Sup Disbursements Transact

~ Dan Schmitz _Tim Hicks Staff Total —13/ Directs 13
Director Procure to Pay Operations Manager P2P TamTy WVilams

Staff Total-122/Directs15 Staff Total — 78 / Directs 6
— P2P Sup. A/B Procurement

Jennifer Matey _ ;
Operations Manager P2P Staff Total 1.9I Directs 19
Joe Liesse

Staff Total— 23/ Directs 2
== P2P Sup. Quality & Process
Staff Total —12 Directs 12

Jeff Ronning

=mm  Par/Dist Supervisor Logistics
Staff Total -5/ Directs 44

Diane Priebe
Nights Supervisor Logistics
Staff Total-14/ Directs 14

James Francis
Chair SCM

Reporting Structure & Spans of Control
Staff Total — 704 / Directs 6

Linda Akiens-Castiglioni
Sr. Director Operations MCHS MCHS on Pg 2 - 207 FTE
Staff Total-207/Directs 10

Roger Buescher
Days Supervisor Logistics
Staff Total-12/ Directs 12

Scott Hammer
P2P Sup. Payment Services
Ryan Tye Staff Total -9/ Directs 9 KenHamand
Manager Logistics Systems . Days Supervisor Logistics
Staff Total— 6 / Directs 6 pcoclifencerson Staff Total-12/ Directs 12

P2P Sup. Custom Support
Bruce Mairose Dean Weber Angela McGinley Staff Total —14 Directs 14 Ben Levno
Vice Chair SCM Operations Director Operations MCR Manager Logistics Dist. Evening Supervisor Logistics
Staff Total — 583 / Directs 5 Staff Total-138/ Directs 5 Staff Total-62 / Directs 5 Staff Total —15/ Directs 15

Julie Emerson Troy Thul
Manager Logistics MIC 2" Shift MIC Sup Logistics
Staff Total-67/ Directs 5 Staff Total —15/ Directs 15
- - Bryan Suess
Erich Heneke Malr?:g::: 'I?ggljcii.l{tics Supe}g:go?lﬁ?;stics 2 SSTif;f?_uib?ugg /SDu_pr I;ogiigtics
ST VERERRET AGH: et Gaiials Staff Total 21/ Directs 4 Staff Total 17/ Directs 17 aliio ‘Z__ :lrec =
Staff Total — 4 / Directs 4 Ryan Kirane Daryl Elder RN Dan Gast 37 Shift MFIé IS()uMe()l'r\/?sgr TS
Director Operations MCA Supervisor Clinical Sup Srvs Supervisor Mail Room Staff Total 1p8/ Directs :?8
Staff Total-35 / Directs 6 Staff Total 2/ Directs 2 Staff Total— 11/ Directs 7 —
Donada Reimer RN i . FabioMorello
Manager Clinical Sup Srvs i Clﬁ](i“thI é?:)ngervices 1% Shift MIC Supervisor Logistics
Staff Total 7/ Directs 7 e Staff Total —10/ Directs 10
Mark St George
Director Operations MCF Les Teston
Staff Total-72 / Directs 6 DEVHIEITTS Operations Manage( Waycross
Tom Stewart Mgr Performance Consulting Staff Totale 12/ Directe 12
Director Performance Consulting Staff Total — 3 / Directs 3 Ted Pappas Joseph Carr
Staff Total — 14 / Directs 8 - Operations Manager Logistics Supervisor Clinical Sup Service
ErEEEdn Wemiil Staff Total— 20/ Directs 17 Staff Total- 3/ Directs 3
MAYO : - Mgr Performance Consulting.
CLINIC Stephanie Matejka Matt Wood Staff Total — 3 / Directs 3 Paul Meehan Kary Metcalf

Senior Mgr. New Bus Development Mgr Freight Program perations Manager Logistics Supervisor Logistics
W Staff Total - 6 / Directs 3 Staff Total— 3/ Directs 3 Staff Total-19 / Directs 10 Staff Total 10 / Directs 10



Strategic Planning
MAYO CLINIC Strategic Plan Framework

Supply C hain Management
Shared Services 2014-2019

Primarv Value: |

Note:
A “Framework” and not a Plan

U Mission: To inspire hope and contribute to health and
well-being by providing the best care to every patient

thraieal sutecrated clinical neactios adioatioen and reaaaeah

1o continuously deliver supply chain excellence and innovation.

1o provide information, services, and solutions that result in
high-value healthcare and improved performance.

Goals
1. EXxecute to achieve superior performance.
2. Sustain improvements through people, process, and technology solutions.
3. Contribute to the transformation of healthcare.

btrateeic

1. Attract, develop, 2. Excel at supply 3. Provide superior 4. Serveas a 5. Innovate through 6. Enable through

and retain the best chain performance business trusted collaborator discovery and technology and
talent. and deliver results. intelligence that to the Practice. d@dgp,}wrm systems.

enhances knowledge




Annual Operating Plan

MAYO CLINIC

Supply Chain Management

Shared Services

EXECUTE

People

Create the Healthcare
Workforce of the Future
that Sustains Mayo’s Values

Processes

Transform Mayo Clinic’s
Knowledge Management and
Healthcare Delivery Process

2015 Operating Plan

Outcomes
| N n PR T

L1:_ 1. L X711 i B

» Establish a culture of
teamwork, innovation and
diversity designed to transform

and improve performance

Invest in staff development
through job placement,
mentorship, skill
enhancement, leadership
training, and succession
planning /
Continue workforce
management opportunities
associated with supply chain
shared services integration
achieving a 7.5% improvement

“establish culture of innovation and
diversity to TRANSFORM”

“Indispensable PARTNER”
1

pplies, equipment and
fe, high quality patient

as the destination
during supply chain

by FYE 2016.

* Provide timely feedback (30
days) on performance and

“Identify 10 best practices”

| .
CETIVETY and fiel:ufl':}T

ough process, service level optimization,
and technology solutions achieve Fusion
integration and improvements (WMS, AP, Par
Excellence, SIMS).

* Identify and document at least 10 practices
that demonstrate best supply standardization
and utilization management.

* Improve life-cycle costs of the installed asset
base through improved management of
equipment, service, and maintenance.

* Implement controls to manage and sustain
value of supplies, purchased services, and
capital equipment expenditures.

* Increase spend management under contract
and achieve best value.

Achieve Mission-Advancing
Financial Performance

expense target of $51.55M.

| * Achieve SCM division net operating

ue optimization of supply chain shar
s by achieving full MCHS integratios

by FYE 2015; develop MCCN/APN consulti
opportunities, and growing UMCSC
membership.

* Innovate and commercialize produ i
services that improve the supply chain.

“Innovate and commercialize”

r r J
ering agreements with an overall value

of at least 10%.

* Identify for implementation incremental
SCM revenue growth of > $2.0M by FY 2016.




Annual Operating Plan

MAYO CLINIC

Supply Chain Management

Shared Services

EXECUTE

People

Create the Healthcare
Workforce of the Future
that Sustains Mayo’s Values

Processes

Transform Mayo Clinic’s
Knowledge Management and

W Achieve Mission-Advancing

* Establish a culture of
teamwork, innovation and
diversity designed to transform
and improve performance

Invest in staff development
through job placement,
mentorship, skill
enhancement, leadership
training, and succession
planning

Continue workforce
management opportunities
associated with supply chain
shared services integration
achieving a 7.5% improvement
by FYE 2016.

Provide timely feedback (30
days) on performance and
recognition to improve staff
satistaction and retention.
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Throt Financial Performance
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2015 Operating Plan

Outcomes

Deliver Highest Value Care - Be
seoam e e e g

uipment and
iality patient

Achieve SCM division net operating tination
abilit expense target of $51.55M.

ply chain

servii Achieve =5100M in documented value ind sustain

Th:l-:n (annually).
and t

integ Sustain value proposition of the UMCSC by
delivering agreements with an overall value

Excel

fﬂji‘ﬁ of at least 10%.

and v

Impr

capit:

Conti

SEIVIC L & ) ooiaim iy ceee o am i aenaean
by FYE 2015; develop MCCN/AFN consulting
opportunities, and growing UMCSC
membership.

Innovate and commercialize products and
services that improve the supply chain.

rvices, and
b

der contract

ling

Identify for implementation incremental
base SCM revenue growth of > $2.0M by FY 2016.

ating

| value

YRLLLLLLALLY e

* Sustain value proposition of the UMCSC by
delivering agreements with an overall value
of at least 10%.

» Identify for implementation incremental
SCM revenue growth of > $2.0M by FY 2016,




2015 - May

2015 - May
Supply Chain Management

‘ Deliver Highest-Value Care to
Be Most Trusted and Affordable

MAYO VALUE REPORT *

PRICE LEADERSHIP (MAYO'S RANK)

o e S §163 3 -
2 160 m=@e A\ ctual Value Out of ~500 peer
5 140 5131 s=gm= Target Value hospitals
120 2nd 2nd
100 > *Graph inclusive of | 2 —
= o Achieve Mission-Advancing
0 Financial Performance
_ YTD ACTUAL VS BUDGET EXPEN _ YTD ACTUAL VS BUDGET FTE INTEGRATION STAFF MANAGEMENT
21 I 2015 Plan: $36.7M 500 60 -
18 | - | 487  2015Plan: 487 —— Roductions 48 48
Bl 15 | — UM __ |y é?(_} T | a0 | T =S
D feiein el SCM NOE AS A % OF MAYO TOE SUPPLIES AS A % OF NMSR
1.000% | 20.0%
0.800% TAOEEDL — _ _ _ e | 10 002 | \ )

Invest in Talont and Technology

SCM STAFF SATISFACTION

100% - 8.1%
o 88%

S0 | o oAb 11.5%
— 77%

1% L
- Mayo Clinic

e=g=m |0b/Career

2013

PERFORMANCE APPRAISAL COMPLETION

Point in time: 6/12
B Timely completion
B Ninety days

M Overdue

2012 2013
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MAYO CLINIC

Supply Chain Management

Shared Services

Shared Services
Integration & Fusion

Accountability

Mairose / Akiens
Schmitz / St. George

Achiove Oparational
Excellence

[/ Heneke

—

2015-2016 Priority Initiatives

Updated December 2014

Initiatives

Meet go-live dates for Infor
implementation and MCHS
Integration FY 2016.

Accelerate adoption of internal
controls, policies and processes by
closing gaps identified through
assessment.

Measures

. SEMN — July 2015
. SWWI & Waycross — October 2015
. 7.5% improvement in staffing mix by FYE

2016 on fully loaded employee base of 650
FTE for entire Fusion project.

Achieve full integration of supply chain
policies, process and technology
implementation plans by FYE 2015.

Supply Chain Excellence

Dudas/Heneke

Achiove Operational
Excellence

@ Invest in Talent and Technology

Weber/Mairose

Develop an optimal strategy and
solution for master data management
and vendor authentication.

Identify and develop standardized
technology plan that drives operational
efficiencies, logistics and inventory
management (e.g., WMS, Par
Replenishment and AP software)

. Request for new vendor adds to date of

activation < 10 days.

. Achieve TIN, OIG and other sanction checks

monthly on 100% of General,
Unincorporated and Foreign suppliers.

. Develop streamlined A/C/D process.

Complete plan by end of Q1 2015

Support Clinical Practice

Dudas / St. George

Tranafarm

the Practice

Deliver Highesi-Value Care to
Be Most Trusted and Affordable

Akiens /
Kirane/Stewart

Mairose

Kirane

. Utilize category management strategies

and cross functional teams to maximize
value, minimize conversion cost and
reduce supply variability.

. Advance SIMS as enterprise auto-

replenishment for procedural areas.

Provide SCM support to large campus

initiatives (PCAP, PBT, EMR, etc. )

. Achieve > $100M in documented value

(annually)

. Cost of conversion baselined and

improved.

. Reduce SKUs/Suppliers on functionally

equivalent products for commaodities and
clinical preference items.

CPC endorsement by Q2 2015

Contribute to projects being on budget, on
time and support needs are proactively
resourced.




MAYO CLINIC

Supply Chain Management

Shared Services

Information and Knowledge

Management

Expand
Our Reach

Achieve Mission-Advancing
Financial Performanae

Accountability

Stewart/Dudas

Mairose/Weber

Schmitz

2015-2016 Priority Initiatives

Updated December 2014

Initiatives

Complete the implementation of the
Supply Chain Analytics project and focus
on identification of supply
standardization opportunities

. Assess need for Analytics to support SCM

operational activities (Support and Data
Gaps)

Measures

1A. Remaining gaps need to be prioritized

and finalized by Q2 2015.

1B. Identify 10 opportunities for best

2.

demonstrated supply standardization
and/or utilization management.

Q2 2015 Assessment Complete

Talent Management

@ Invest in Talent and Technology
Achieve Mission-Advancing
Financial Perfarmance

Francis

Develop and maintain a comprehensive
Supply Chain Management Talent
Management Program.

. Create visibility to the entire talent pool

1.

Single integrated scope and plan to
leverage common tools from OLOD . Q4
—2015

24, Identify and consolidate talent pools

from each area — Q1 2015

2B. Identify SCM key positions with

succession planning and talent pool
crosswalk — Q3 2015

2015-2016 Budget and
Future Business Model

Expand

Our Reach

Achieve Mission-Advancing
Financial Performance

Deliver Highest-Value Gare to
Be Most Trusted and Affordable

Francis / Heneke

Francis

Matejka/ Schmitz

Matejka/ Mairose

Stewart/ Mairose

Achieve 2015-2016 operating expense
targets.

Develop new business model for SCM
that enables agility and facilitates future
strategic needs.

. Systematically grow sources of revenue.

(i. . UMCSC, P-card, discounts,
MCCN/APN relationships, etc)

. Identify external benchmarks for top-

decile operational performance.

3.

. Operating expense targets:

« 2015 - §51.55M
+ 2016 - $48.95M

. Endorsed long-term plan that sustains the

operation and ensures a best in class
SCM.

Achieve revenue growth >%2M by 2016.

4. Minimum of 2 benchmark activities per

year
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External Metric — Category Management

PriceLYNX - HCO Scorecard
Spend Period : 10/1/2014 - 12/31/2014 (Arualized)
Your HCO Information

In Scope Spend Range:

Over 5120 Million In Scope

Mayo Clinic

Annual Spend Profile
Amount (§)

777,765,367

HCO Price 23.1

ot e Identified

642,711,829

519,018,013

cOR

Opportunity 3.8% Total w/benchmarks
Ratio: '

1: Select Annual Spend Ranges

[+ over $120 Million
[] 580-5120 Million
[ $40-580 Million
[ 520-540 Million
[] under $20 Million
[ Your HCO

2: Select HCO or UNSPSC

HCO | UNSPSC

oljey Ajlunjioddp

Novation Data Analytics

200,000,000 +400,000,000 +600,000,000

‘ax Comparison

B0
HCO Index

800,000,000

Ower 5120 Millien

Your HCO




External Metric — Category Management

HCO

Mayo

Through

12/31/2014

Cardio Spine

Joints Trauma Other All

HCO 45

10/31/2014

HCO 100

6/30/2014

15.3

HCO 90

9/30/2014

20.2

HCO 19

11/30/2014

27.2

HCO 118

11/30/2014

31.6

HCO 1238

11/30/2014

33.9

HCO 147

9/30/2014

30.3

HCO 1

10/31/2014

40.2

HCO 125

10/31/2014

39.4

HCO 166

12/31/2014

30.4

HCO 244

10/31/2014

36.3

HCO b8

12/31/2014

54.2

HCO 27

10/31/2014

28.3

HCO 13

9/30/2014

33.3

HCO 22

9/30/2014

47.5

HCO 167

5/31/2014

31.0

HCO 3

7/31/2014

HCO 136

10/31/2014

33l Novation Data Analytics
44.1

HCO 156
MAYO

10/31/2014

65.4

CLINIS HCO 113
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9/30/2014

31.6



Segmentation — Supplier Benchmarks

sMayy  Fartnership R elationship Management [ PR b
CLINIC
l_{H'TI Segmentation Evaluation Tool

Partnership

Strategic

Rl shiReward

Eusing s
dé pa ndan

Ritrs
opportunitis s

LT S 11 MR Rl |11 R Bl L O T ML GO

Segmentation ensures we are allocating our time to those
CLINIC relationships that provide the most value.
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Segmentation — Focus Your Efforts

Never refer — Resolve
Address Out of Stock

. Reconciliations
Order Product Pay Timely Manage

. . Formulary Vendor Mgt
Answer Clinicians Questions Back Orders Product Selection

Coordinate Needs of Customer Working Reports
Manage Backorders Deliver Product

Recall Product Product Returns
Vendor Hold

Assist with Systems Navigation

Receive and Replenish
Employee Reimbursement

Obtain input from Clinicians Product Conversion )
Time Management

T—. Correct Item Number Pa‘tl ent Care

Answer Phones

Support Non-Clinical
Departments

Customer Training

mtamtegrity QP EFAtional Demands

Process Improvement

Contract Administration
Analytics Meetings with Departments

LEAN Projects

Contracting Value Analysis

VHA Collaboration Quality Initiatives

“Other” SCM meetings Education IT System Implementation

Staff Satisfaction Innovatlon / Progress

Expansion of SCM Services Resolve & Educate -

- Don’t redirect

MAYO

CLINIC -
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Procurement — Efficiency / Effectiveness

acember
2012
Average P 37,260
N 15 PO;s/FTE
POs per F = N
=
O
% POs Autl B 68%
()]
=
% POs Tra| & 50%
-
: o
Invoiced n 27 lines
(>30 days)
Received 2006 2007 2008 2009 2010 2011 2012 2013 -
100 lines
(60-270 da
4 Touchless ®Manual Intervention

MAYO
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Disbursement — Efficiency / Effectiveness

Payment Effectiveness

—

Thousands

Transaction Volume

JN NN NN

2006 2007 2008 2009 2010 2011 2012 2013

M Invoices M Invoice Lines

CLINIC

@y
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Internal — Supply Expense

Wl AN
CLINK Mayo Clinic Supplies & Services Review

W_E| YTOD January 2015

rafips include insfitufional fee increases ™
Supplies & Services Summary

FL WAYCROSS ROCHESTER PT CARE

Supply Expense as % of GMSR . 9.7% G.8% 10.1% J % 9.3%
A from Prior Year ] 0.6 {0.8) 0.3 ] 02

Supply Expense (excluding Drugs) o o
as % of GMSR . 2% 3.6% T.4%
A from Prior Year ] ] (0.5) 0.0

Supply Expense as % of NMSR . 5% 23.9%

A from Prior Year i . {0.1)

Supply Expense (excluding Drugs) o .
as % of NMSR . s 12.6%
A from Prior Year ] . {0.3)

Supply Expense as % of Total
Operating Expense
A from Prior Year ] ) {1.8)

19.2%

Supply Expense per Case Mix Adjusted Discharge for the quarter-ended 09/30/2014
Ini e o 3coouUnt for ouRpatient actity, hpﬁimmagesaea]mmrggmmu DCui= 1o the SMerenics IN Fevenie recagnition (INpatent vE. tEpatient) acmss me
Enterprise, the doliar metic Is not comparable between

Supply Expense per Case Mix
Adjusted Discharge $2,086 $2,184 $1,295

% A from Prior Year (4.0%) (3.5%) 11.8%

Supply Expense (excluding Drugs)
per Case Mix Adjusted Discharge $1.239 $1,238 3964
% A from Prior Year (6.0%) (11.7%) 7.2%
i Tofal Supply Expense per Case Mix Adjusied Discharge a5 defined per LISN and has a lag in reporfing fime.
CLINIC
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Internal — Project Value Benchmark

Chart 4: Supply Expense by Procedure and Provider

Chart 2: Departments Utilizing SCM Analytics Reports

100+ departments

5 departments

Baseline Post Implementation
Provider AProvider BProvider CF

Baseline Post Implementation

MAYO
CLINIC
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Internal — Savings and Cost Avoidance

$70,000,000
$60,000,000
$50,000,000
$40,000,000
$30,000,000
$20,000,000

$14.1M

$10,000,000
$6.1M

$-

2008 2009 2010 2011 2012 2013 2014
=#-Annual Dollar Savings A Cumulative Savings

2008 2009 2010 2011 2012 2013

MAYO em=Rebates Line Item e===Cost Avoidance e===Pharmacy All Other e===Total
CLINIC
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Benchmark - Value of Commercialization

0.8%

0.7%

0.6%

0.5%

0.4%

0.3%

0.2%

0.1%

o
v
c
o
o
=
Ll
o
O
o
0
=
S
o
[72]
®
=
O
s

0.0%

Operating Expense / Revenue Offset

2006 2007 2008 2009 2010 2011 2012 2013

<N R ¥ 0
8 8
Operating Expenese

o
o

S-

bemdRevenue hedSCM NOE ==NOE as % of Mayo

MAYO
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Measure What You Cannot Scale

Logistics Efficiency

Shared Services

Thousands

©
)
&)
>
| -
)
0
.
[,
(@N
0

Full Time Equiv/ 10,000 sqft

MAYO
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Value of Looking Back

Segmented FTE Dynamics
Shared Services

Processing and FTE/ 05

delivering more .
volume for the MGPs for core functions
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How to Make It Happen

What do you WANT TO BE when you grow up
* What does the organization need
What CATALYSTS will get you there
* People / Process / Technology
What can you COUNT or measure

Staff Academic Preparation

80%
All sCM

* Where Is your data 70% 00
 What do you have for history o "
« Benchmark yourself first gw%
- Benchmark industry second ([0 e )

* Create a PICTURE e o J -

Create a STORY Doctorate Ma::tze';ssestBacheLo;MBAssociate High School
TELL your story
* Focus on WHAT IS IMPORTANT to the organization
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i 1 Le%ading Practice (circa 2008)
es ractice World Class

Supply Chain Mgmt

Supply Chain Management Roadmap

2000 - 2007 2008 - 2013 2014 - 2018
- - -
Governance & ° o ® o > B
Business Process
Centralized  Basic Sites agree Centralized Initiate MCHS Reports to Standardized Where SCM High Practice  Clinical/SCM Data Optimized ~ Standard
Contrating Analytics to Centralize P2P SOx Shared Services Technology Permits New Co Contract Integration Transactional Financial

Procurement Controls> Product Standardlzatlon and Utlllzrgfrsen mthﬁglemgtﬁtCommls
People  —@ o INTECD A - @ o @ @—= S—>

FMMO Begins g?r?t(rj:crggged Standard Standard  UMCSC Add VHA to H|r|ng Standa d E\gﬁ]‘g’ ; Standard Educatlon MCHS Staff Category Mgt MCHS Staff CI|n|caI Knowledge
Staffing Procurement  Job A ing Mix F st m Dl Redeployed Support Based
Job Disc. JobDisc.  Grades® Log@ﬂﬂ and fﬁwmo éﬁ@gﬁmﬁf St 'Beﬁi\(t Senvice Workforce
Contract . Ecteon Infor CHS
SIMS ) Mgmt Manhattan Brainware Contract  Product Infor Supplier  Infor  SWMN SIMS  Infor
MCR Pyxis System WMS OCR Reca ruSig WWI GiC Poral SWMN § |
Infrastructure = -0 e 4 ; aralar
Par Excellence Common Infor & Remedy Fre'ght GHX sIMs Sci Ques SIMS ivat iSlot Infor siMs  Data Sharing &
at MGPs AP Module Selected as P-Card Auditor Collaboration
MIS and Technology S /; EDI; | Vendét Master; Price M
" i PM and lechnology Strategy,; tem / enaor Stangrgzge r; Price Migmt
Integration ~ Create P2P AP NWWIAP  card Audit NWWI Logistics Model across ParBar
. Consolidation Management MGP for MGPs Redesign  Integration  Automation Fusion Redesign Categories Implemented
Operational p " . PN oo >
Efficiencies Five GPOs Rx Distribution AP Nol orsoiiratd A bl ig : : SWMN AP UMCSC
to VHA Consolidation Part of SCM Customer Partnership Management Discounting Portal Fusion  Automation Expansion
Partnership Support Integration
Business e
Analytics Basic for Performance Support High Fiﬁ’ancial Statement  Enterprise Sata Division nterprise Data Advanced  Prof Comparative
Contracting Consulting Created Spend Areas  Analytics and SCM ~ Warehouse Financial Drill ~ Warehouse Analytics  Analytics  Effictiveness
Activities . . . . Commentary Phase | Dogyn Phase Il
Value Creation : &e—0 >
Contracted Standardized Enterprise CQVA UMCSC UMCSC  Global UMCSC  ePayables UMCSC Audit ~ UMCSC  Freight Exceeded $1Bin Support > $100M per Supplier Expanded Supplier
Savings Value Report Value Analysis ~ Formed Incentive Edge  Incentive Incentive Recovery Incentive Cost Avoidance  year Value Creation  Diversity UMCSC  Partnerships
Memodplog{ - . .
Performance > Initiate EnterprLse-x\flde _Con_tragtlng and St‘ateglq S“ppller Rglatlonshlp; >
Management Locally Based Uniform SCM-SS Local Metrics  P2P Hackett Benchmarks Recognized by Gartneras  Gartner - Gartner — Uniform Logistics
Measures Scorecard Established _as Leading Practice Top tSUPDW Chain in Best Among HCO's;_Best Angg HCO's; Performance Metrics
> Strategic Plan for Supply Chain Ma nagemeft'Coligborativeety-Devetoped

1999 = > Mayo Initiates Supply Expense Management Efforts on a System-Wide Basis
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Establishing Your Strategic Vision

Supply Chain Management

Terima Kasih
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