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Consolidated Statistics

Employees

Employed physicians
Physician clinics

Acute care hospitals
Acute care beds (licensed)

Hospice days

Assisted living and long term care
facilities (free standing and co-located)

Supportive housing

Community benefit and
charity care costs

Total net operating revenue
Total net operating income
Total net income

Total net assets

Total Supply Spend

Purchased Services Spend

PH&S 2012Bond ratings

Lo

9/18/2013

56,667
2,981
400

32
7,288

656,155

22

Facilities: 14
Units: 693

$823 million

$10.6 billion
$204 million
$1.2 billion
$6.7 billion
$1.5 billion

S800 million

Moody’s Aa2
S&P AA
Fitch AA

#North Hollywood

*Manhattan Beach

PROVIDENCE

Alaska Health & Services

SWEDISH

le River

eSoldotna *Ievaldez
Seward

*Kodiak

sForks eport les
ePort Townsend *Colville
*Chewelah
#Spokane

oMarysvile
eEverett

Washington

*Monroe

*Edmonds
*Redmond

eYakima ePolson
*Bellevue
*Sammammish

Seaside
eSnoqualmie eVancouver

*Great Falls

oseaty *Portland ! *Missoula
elssaquah NiwauRidood River *Walla Walla
*Oregon City
*Shelton = 5
*Renton Nev Vbe'Mount "
*Aberdeen Angel
«Olympia

Montana

acey
eTumwater Oregon
*Rochester
*Yelm
*Centralia
*Chehalis *Medford

California

*Oakland

eSanta Clarita
*Porter Ranch
*Mission Hills

*Tarzana
*Agoura Hills
*West Hills
*Burbank
*Los Angeles

*Redondo Beach
*Hawthome
eTorrance
eCarson

*San Pedro
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History-Why Now

» Healthcare Reform
— U.S. Healthcare consumes 17% of GDP
— Reimbursement is event based
— Declining margins
— Move to outpatient environment
— Need to reduce operating expense by 20%
— Decentralized, Matrix organization is too slow

 Anticipated & past growth of organization
— Increased from 18 to 27 facilities from '06-"11.

— Need to move to operating company model in many shared
services areas
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History-Why Now

Single MMIS — installed 2000-09

— Single item file

— Four separate installations with different variations

— Matrix reporting did not provide resolution to eliminating variation
 System contracting done when consensus could be reached

 Four regions performing contracting when not done corporately.
(75% of time)

* QOperating CSC (DOC) as JV with four other systems including
Swedish Health. PH&S managing partner
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Expectations of Transformation

* Need for more SCM services in contracting & logistical support
— Current model acute care centric
— Purchased Services with minimal central sourcing
— Need to increase system contracting penetration

« Normal expectations-cut staffing, save operating costs
— Believe that reducing supply variation will bring greater efficiency

— Reallocate staff to perform other needed services in contracting
& purchased services
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Planning

 Visits to see other organizations — understand the possibilities
— Sisters of Mercy — ROI
— Mayo

« March 2011 — Existing supply chain leadership team charged with
developing new single structure business plan

« Extensive regional site visits by SCM leadership team to
understand current operations
— Determine best practices and how to mold into plan
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Planning

* Needs for success
— Single MMIS
— Strong human resource & corporate finance support

— Administrative support to affect change and local facility
leadership to accept new organization

* New structure plan completed August 2011

 Business plan submitted to leadership and accepted early
October 2011



One SCM Organizational Chart
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One Supply Chain Management (OSCM)

Dave H. Hunter, VP

One SCM Strategic Management
SCM Strategy & Policy Development, Operational Excellence, Performance Analytics, Special Projects

Procurement
Services

Janet Say, Sys. Dir.

SC Operations &
Logistics

Gary Rakes, Sys. Dir.

Value Analysis

Mike Minnick, Sys. Dir.

Strategic Sourcing

David Carlson, Sys. Dir.

Capital Sourcing

Tim Hagler, Sys. Dir.

Purchasing

> Buyers

» Accounts Payable
Alignment

» Internet Procurement

» Productivity Analytics

» P-Card
Implementation

» Contract Compliance*

> Inventory
Replenishment*

» Purchasing Policy

SC Information Systems
»ProvConnect
»System Analytics
»Web Implementation
»System Optimization
»Master Data Team

» Logistics

» Distribution

» Warehouse

> Distribution
Operations Center
(DOC) — WA/MT/OR
Ops Relationship

» Contract
Implementation*

» Contract Compliance*

» Inventory Analytics

> Inventory Mgt

> Inventory
Replenishment*

> Logistics Policy

» Site-Based Leadership

» Ministry Customer
Service

> System VA

> Regional VA

> MD VA

» Contract
Implementation*

» Contract Compliance*

» Product Committee

» Regional Excellence
Councils

> CAT Decision
Participation

> Value Analysis Policy

» Medical Contracts

» Non-Medical
Contracts

» Regional Contracts

» Purchased Services

» PP| & Implants

» Surgical Contracts

> IT Contracts**

» Contract
Implementation*

» Contract Analytics

» Contract Compliance*

» Resource Councils**

» Contract Policy

*Cross functional group process
** Shared with One IS

» Major Movable

» Minor Equipment

> Related Supplies

» Capital/Minor Service
Contracts

» IT Contracts**

» Leases & Rentals

» Equipment Planning

» Contract Compliance*

> Capital Asset Mgt

> Capital Policy

Customer Relations Enhanced by Local System Director Liaison
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Journey to Transform

 Plan called for Level 1 positions determined by December’11 —
with structure completed by July 1, 2012

 Plan allowed Supply Chain to operate at the same staffing and
cost level but achieve a 60% increase in annual contract savings
— Annual savings pre-transformation - $50 million per year
— Increased savings determined to be $80 million annually
— Contingency costs during initial two years would be $1.4 million
— 2012 savings to be $67 million
— 2013 savings - $80 million
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Journey to Transform

« System wide EPIC install began summer 2011
* Revenue cycle needed to centralize to support EPIC install

 |T needed to centralize from four separate organizations because
of EPIC support

« One SCM plan approved in early October 2011 but
announcement held until early November 2011 to combine with IT
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Journey to Transform

« Summer/Fall 2011 Human Resource impact
— Ramp up of EPIC team delayed by decentralized HR functions

 Human Resource transformation added to SCM, IT, & Revenue
Cycle in Fall 2011

« Discussion begins Fall 2011 of centralizing construction/real estate
services

* Need for HR & Finance support diluted by their transformation
work
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Unplanned Activities

« Senior Regional SCM leader retires

* Announcement of affiliation with Swedish Health Services
effective 2/12

* Increases hospital count from 27-32
— Move from $8 billion to $11 billion net revenue organization

 Senior Swedish SCM Leadership left in fall 2011.
« Swedish SCM under temporary consultant leadership
 Swedish losing $250,000 per day

« Effective February 1, 2012 - Financial turaround of Swedish
Health System deemed #1 priority!
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Qutcomes

Budget

12 & ‘13 SCM Transformation

Cost
Savings
Titling &
Compensation
Swedish _
Affiliation Leaving old

Responsibilities
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Outcomes

» Assumed temporary mgmt of Swedish SCM

 Multiple operational transformations delay job postings and hiring
waves. Final completion 12/12.

 Volume of savings opportunities at Swedish place extreme
pressure on DOC LLC to perform. Swedish/PH&S volume within
DOC deemed 85% of volume.

— Swedish has greater potential for DOC utilization then ever
realized.

 Supply chain tum-around at Swedish begins to show results in
June “12.
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Outcomes

 Leadership determines DOC can operate more efficiently as
single owned entity

— Offer made in August ‘12 to buy out other 3 owners. Completed
December “12.

« Staffing Reorganization complete December’12
« 2012 savings exceed $67 million including Swedish.

« SCM transformation 6 months behind but meets 2012 financial
goals.
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SCM 2013

« 2013 SCM savings goal increased to $102 million including
pharmacy

 Delay of Lawson conversion at Swedish until September 2013.

— Delays implementation of key processing changes in
procurement services and contracting

« Many of SCM transformation activities planned for second half of
12 delayed until fall 13

« SCM internal transformation efforts one year behind schedule
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Future of SCM Department

* Fly wheel beginning to turn

 Functional leaders can't believe we operated in the old
environment

 Working closely with Clinical Program Services (CPS) to
engage physician leaders on standard clinical practices and
products throughout the system.

 Further integrate into non-acute service areas.

— Currently operate 450 clinics
— Hiring a new physician every business day in early 2013
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Future of SCM Department

« Stress need for pillars to work closely together — don't trade four
regional pillars for five functional pillars

« Strengthen succession planning within department
 Hinng a physician to lead single Value Analysis effort

« Can we provide experienced SCM leadership to smaller stand
alone facilities on a fee for service basis?

 Future growth of Providence & Swedish

« Multiple requests to align or be acquired by other organizations.
 Continue to return value each year to the organization.

 Only shared service which returns more value then service costs.
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SCM Operational Success

SUPPLY CHAIN MANAGEMENT

Point-of-Use Distribution
Patient Supply Carts
Providence Regional Medical Center
Everett ROI

9/18/2013 20
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NWW Consolidated Supplies/CMAA and as a % of
NOR and % of NSR (2012-2013 YTD)

$1,300 18.0%
- 16.0%
$1,250
- 14.0%
$1,200
- 12.0%
¥1,150 - 10.0%
$1,100 — — — — — — _— _— 8%
- 6.0%
$1,050 |~ — — — — — — — | | - - | || - - - || _
- 4.0%
$1,000 - — - - — — — — = I =B B =B & B = = = =
- 2.0%
$950 0.0%
January March May July September November January March May

Supply Cost/CMAA == Supply Cost%/NOR === Supply Cost%/NSR

Linear (Supply Cost%/NOR)

9/18/2013 21



Inpatient Units — POU Carts
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D Wing Inpt Unit Supply Exp/Eqv Pat Day

== [) \Wing Inpt Unit Supply Exp/Eqv Pat Day

- 543.91

$37.61

2010 2011 2012 2013

9/18/2013

22
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Inpatient Units - POU distribution through PSC
80,000 $45.00
_’/——RSM-M 69,608 - 34400
70,000
64,867

60,000 57,708 | ]
- 5$42.00
50,000 - %4100
- $40.00

40,000 ——F— |
- $39.00
30,000 1 $38.00

$37.61

- $37.00

20,000 ——— —_—
- $36.00

10,000 —— E—
- $35.00
0 $34.00

2010 2011 2012
D Wing Equivalent Patient Days == D Wing Inpt Unit Supply Exp/Eqv Pat Day

9/18/2013 23



= PROVIDENCE

Health & Services

Periop Units Supply Exp/# Surgeries

== Periop Units Supply Exp/# Surgeries 6% decrease in

supply

utilization between
1.804.24 2011 and 2012
J resulting in
$1,536,813 in
savings

§1,694.11

2010 2011 2012

9/18/2013 24
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Perioperative Units - POU through Carefusion Pyxis
14,500 $1,850.00
829.64
14,000 5180424 13,954
e - $1,800.00
13,500
- $1,750.00
13,000 12,394
- $1,700.00
$1,694.11
12,500 12,409
- $1,650.00
12,000
11,500 $1,600.00
2010 2011 2012
Surgeries == Periop Units Supply Exp/# Surgeries

T o == =
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ED Unit Supply Exp/ED Visit

=== ED Unit Supply Exp/ED Visit

$17.57

7% decrease in
supply
utilization betwe
2011 and 2012
resulting in
$133,509 in
savings.

518.56

2010 2011

2012

eNn

However, there was a 5% increase over 2010. A primary driver is
due to increase in ED capacity and a corresponding decrease in

9/18/2013 yisits. Savings over two years is $15,329

26
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Emergency Dept. - POU
120,000 $20.50
110,536
$20.01 - $20.00
9,500
100,000 |——
92,075 | $10.50
80,000 ——— — | $19.00
$18.56 - $18.50
60,000
- $18.00
40,000 ——— 2y — $17.50
- $17.00
20,000
- $16.50
0 $16.00
2010 2011 2012
ED Visits == ED Unit Supply Exp/ED Visit

T o =o=x =7
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SCM Statistics

« SCM Operations Budget $52 million
« DOC Operating Budget $10 million
« Total Staffing 750 FTE’s

PH&S SCM Services annual costs (excluding DOC), equal 1.4% of
system purchased services and supply expense. Includes
deducting rebates and administrative fees.
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