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...they will divide the town into various sectors; in visiting the sick...they will try to find out
what disordersexist in each sector, so that they may remedy them through their own

efforts, if they can, or through persons who have some influence over thoseinvolved in these
disorders.

Jean Pierre Medaille
Founder, Sisters of St. Joseph




Mission—Why We EXist:

To extend the healing ministry of Jesusin the tradition of the Sisters of St.
Joseph of Orange by continually improving the health and quality of life of
people in the communities we serve I |

Vison—What We Are Striving for:

To bring people together to provide compassionate care, promote health
improvement, and create healthy communities. |

Transformational Statements

» We will transition our business model to a balance of great hospitals and great

community care.
» We will embrace both an illness and a wellness model. I I

Mission Outcomes

» Sacred Encounters— Every interaction will be experienced as a sacred
encounter.

* Perfect Care—All patients will receive perfect care.

» Healthiest Communities — One hundred percent of the communities we serve
will be in the top decile for healthiest communities.




St. Joseph Health System
Owned / Leased Hospitals, Physicians, & Home Health Agencies

» Three geographic regions:

N ew Covenant

Northern California, Southern ] P
California and West Texas et SO0

of thefPlains

Eastern New Mexico

Yoakum Co. Hosp. * ' DM. Cogdell Mem.

> Net Revenues of $4.5 billion,
and system family includes

15 hospitals and three home
health agencies, as well as
hospice care, outpatient services}
skilled nursing facilities and
physician organizations

Texas

California

\
I,\‘L Mury Regional
|

St Jude Med

SJHS HH / Hospice

St Joseph-Orange .
LI Home Health Agency I Owned Hospital

Mission Hospital
' Children's @ Mission

> Nearly 19,000 employees
and more than 1,500 affiliated
physicians

‘ Managed Hospital f Physicians

L =Leased

> Supply Chain spend is $625+ million of which $134+ million is pharmac
$178+ million is medical devices.
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SJH Vision of U.S. Health Care

Because health care provides a foundation for human dignity to flourish, everyone
hasaright to basic health care

As part of the common good, health care must takeitslimited place among other
basic goodsthat protect dignity — education, stable economy, environment, jobs, etc.

| ndividuals have a duty to promote and protect their health; society has a duty to
provide a sustainable health care system

We aspireto a health care system that:

We commit our selves, with our communities, to make thisvison of human
dignity areality

|s health-promoting and preventive

|s transparent and accountable in its inevitable rationing decisions

|s a genuine system, integrated and coordinated across our national community
Allocates its resources across a balanced continuum of care — prevention, acute,
emergency, end-of-life, mental, long-term care, €tc.

Dedicates health resources to acute care, minimizing spending on administration
| s evidence-based

|s financed according to ability to pay

Keepsinflation at alevel that is sustainable




Other Industries Have Improved Quality and Economics

From High Variability... To Lower Variability




What Are We Designing to Meet Our Mission In the
Changing Environment?

Current Future
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The Transformation Will Requirea Transition

A Transition Zone offerstime and space to practice leading in the new normal

From:

*  Sickness

*  Patients

* Individuals
Cost vs. Quality
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A Look Back at WhereWe Started (2010)...

Clinical Supply Chain VI - Reason For Action

St. Joseph Health will be impacted to a greater extent than it has before with changes to our healthcare system
(e.g., decreased reimbursement, episodic care & bundled payment potential) and to the overall industry
environment. A few years ago, SJH began to explore potential supply chain opportunities to help meet these
challenges.

Resulting Insights:

- In 2010, two outside firms identified a financial opportunity within the clinical supply chain model
between $39.5-$43 million

- It wasrecognized that the price of a product can always be improved, but the greater challenge is how
the products are used and the numbers of products used in our system that create issues with
efficiency, effectiveness and most importantly, patient care.

| dentified Obstacles:
- SJHH isprimarily afinancia supply chain
- Overutilization of products — multiple products within same service ling; many products on item
master only used at one or two ministries
- Priorities are disconnected at supply chain, clinical staff, and executive levels

SJH needs to move to aclinically driven supply chain model that will also sustain financial
viability.




Physician Model — Structure of SJHS Clinical Supply Chain Value Imperative Initiative

St. Joseph Health
System

Local Ministry Service Local Ministry Service
Line Committee Line Committee

Local Ministry Service
Line Committee

Local Health Ministry
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Clinical Effectiveness Committee (Committee composition will be continually evalua

Chief Medical Officers — 8
Practicing Physicians — 9

Bi-Weekly Calls
Periodic onsite meetings

Reviews Initiatives prepared by DCE

CEO-1 Approves All Initiatives Globally &
CEC Those Recommended by Sub
Committee
Reviews IRBs & studies
| Approves DCE Work Plan
Sub-Committees
|
I |
Orthopedics Orthopedics Cardiac Rhythm Cardiac General Special
Joint Spine Management Stents/Open Heart Surgery Purpose/Other
- 0o thb_-Cofmmltteeh inist Charter for CEC
. One phys!c!an _rofm eati] T:IEICS: vy = Reveal Conflicts
i sngg yS'C'.?tn IS ron: € d. q = Sources of Clinical Based Evidence
. Ru ) om_m_![_ et? meéa T as ? (Zebe ' = Alignment of goals with Perfect Care
C;\gews initiatives delegated by = Approval required (75%)
.- Dial ' 4R q = Innovation & New Technology defined.
1alogs and Recommends = 60-day moratorium on technology for appropriate
Initiatives i
review.
Local Ministry Committees to Review and Affirm Actions
SRM/ SJE/
CHS MRMC SJO SJF SMMC PVH RMH

St.]osethealth#:—:' CovenantHealth

e
>

Sacred Encounters
Perfect Care

Healthiest Communities




Goalsand Timedine

The Value Imperative initiative identified $27.4 million in savings opportunity within
Clinical Supply Chain. Aninitial assessment established key service lines of focus:

CEC Formed Instituted Product Fairs Spine Initiative
July 2011 4/1/2012 Implemented
7/2/2012
7/1/2012

11/1/2011 é/ 1{’2.012 2/1/2012 Orthopedic
Cardiac Rhythm (s':r 'to ;gsy lies) Spine & Orthopedic Joints Initiative
Management Ini:i';tsive upplies Physician Specialty Implemented
Initiative Subcommittees Formed

Implemented Implemented




Metrics

SJH exceeded or met al clinical supply chain targets for FY 2012, with overall savings
exceeding target by $3 million. Six monthsinto FY 2013, SJH has reduced supply cost
by $13.4M and cost per adjusted discharge by 9.3%.

FY12 Target FY12 Actual

Overall e $11.3M in savings e $14.3M in savings
« 0%increasein FY 2011 KPIs * FY 2012 Overall Cost Per Adjusted
- Cost Per Adjust Discharge Discharge: $1,656
and Case Mix Adjusted - 6.5% reduction from baseline
($1,766 per discharge)
» Zero negative events related to » Zeroincidents reported related to

product standardization Supply Chain standardization




Contributing Factors for Success

* Engagement
— Acceptance by Leadership Teams
— Effective engagement (on-boarding) of physicians
— Supplier understanding of the provider future state
Physician engagement in incentive programs is a local decision.

e Evaluation of New Technology
— Physician developed policy
— Appropriate communication

e Communication

— On-boarding of Leadership/Physicians to process
— Timely dissemination of committee decisions (CEC bi-weekly newsletter)

— Avenue to escalate issues



Physician Engagement

Local Decision

e Gain-sharing
e Co-management

e Shareback
* None

_J




Contracting Protocol

e Tiered System
— GPO
— GPO on behalf of System
— Health System
— Regional
— Local

e Who and where are the key decision makers
located?

__A




Supplier/Distributor

Education - Tell our story and how we see the future. Ask
the same from our suppliers/distributors.

Strategy Planning - Discuss our strategies and what we are
looking for in future relationships.

Check for Alignment and Potential for Collaboration

— What is the level of trust?
— Are we willing to change the model?
— Can we agree on benchmarks/measurement points?

— Do we need to own it all? Can we all have success with
meaningful partnerships?




Topics of Current Conversation

 Marketplace ordering

— Supplier hosted catalog
— Fully automated

— Ease of use for alternate care; home health, physician
clinics & offices

e Modified LUM

— Define what is appropriate
— Inclusion of Medical Devices
— Who manages the program?
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