Tenel

\/

|

Supply Chain Initiatives

Richard Yonker

Vice President, Corporate Sourcing




MPI| and the Impact of Supplies —- MSDRG 470
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| Building the Link from MPI and Supply Chain

MS-DRG | MS-DRG Description MS-DRG Product Line
Major joint replacement or reattachment of lower ex  tremity w/o
470 | MCC
291 | Heart failure & shock w MCC CARDIOVASCULAR MEDICINE
871 | Septicemia or severe sepsis w/o MV 96+ hoursw M CC INFECTIOUS DISEASES
460 | Spinal fusion except cervical w/o MCC SPINAL FUSION SURGERY
193 | Simple pneumonia & pleurisy w MCC PULMONARY MEDICINE
Major joint replacement or reattachment of lower ex  tremity w
469 | MCC
227 | Cardiac defibrillator implant w/o cardiac cathw /o MCC CATH/EP
GASTROINTESTINAL
377 | G.l. hemorrhage w MCC MEDICINE
237 | Major cardio procedures w MCC or thoracic aortic aneurysm OPEN HEART
280 | Acute myocardial infarction, discharged alive w MCC CARDIOVASCULAR MEDICINE
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The Ortho Implant and Spine Market Place
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Orthopedic and Spine Price Negotiations

« Estimated total potential savings from ongoing local
negotiations for both orthopedic joints and spine products
$21.9M

« Annualized negotiated savings to date is $7.9M

* Beyond current efforts, what are our strategy options:
— Regional or “Distributor centric” — round 2 negotiations

— **Tenet creates our own “Distributorship” — buying directly from ortho
or spine manufacturers

— Gain Sharing with Surgeons — is there enough gain to share? Legal
Issues?

— Employ Ortho Surgeons — would be able to “Control” use and market
share centrally

— *Demand Matching — appropriate utilization, implant matched based
on criteria — MP1 will drive this engagement
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Cardiac Rhythm Management



Current CRM Landscape in the United States

Device Industry Revenue Growth by Modality
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I Current CRM Supplier Market Share
y U.S. Market Share by Supplier
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enet’'s CRM Landscape

Tenet CRM Spend by Region
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Tenet CRM Initiative: Proposed Work Plan

- * Tenet senior leadership approval and support of the CRM

Program
— Completed week of March 9th
* Present CRM plan to Regional leadership
— Completed week of March 23rd
* Present to all Tenet Hospitals at Leadership Meeting
— Completed week of April 21st
* Issued regional RFP to all CRM vendors
— Completed week of April 27
 Face to face vendor meetings and final offers

— Targeting the first two weeks of June
— Contract effective dates — target July 1st



Medication Use Management



" The MUM Program has Helped to Control
Tenet’'s Annual Pharmacy Spend, Showing
a Decrease over the Last 4 Years
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Tenet's Pharmaceutical Expense per
' Adjusted Patient Day over the Last 4 Years
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The MUM 2009 will Focus on 10 Initiatives
for an Estimated $10M in Savings

@ Initiative Category

Fluoroquinolones

Carbapenems

Intravenous Nicardipine
Levalbuterol

Proton Pump Inhibitors

Low Molecular Weight Heparins
Hematopoietics
Bisphosphonates

Gram Positive Agents

Echinocandins

Total Targeted Savings for MUM 2009 is $10M



Opportunities to Watch

* Echinocandins (Antifungals)
— Strategy = standardization to one agent
— Annual savings opportunity = $1.3M
— Conversion currently underway with a 90 day ramp up period

« Gram Positive Agents

— Appropriate use of gram positive antimicrobial agents (antibiotics)

— Focus on appropriate utilization through patient stratification
to appropriate therapy based on microbiology

* Fluroguinolone Antibiotics

— Averaging about $100K / month in savings from the optimization
of generic ciprofloxacin

— Category under evaluation for evolving opportunities
for additional savings



Key Takeaways — Supply Chain Initiatives

* These Supply Chain Initiatives are a key element
to MPI

« Supplies, especially implants account for a large
portion of the resources consumed in our
targeted DRGs

« A-Team engagement and active involvement
are keys to driving unit cost and utilization
Improvements in these key high cost areas

 MPI will drive the necessary physician
engagement



