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Agenda

Challenges in Healthcare Industry Today

Healthcare organizations leveraging software to
Improve business performance

I Banner Health

T Catholic Health Initiatives
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Conclusion i Healthcare IT

Thereds a | ot we can do ri
Improve the efficiency and effectiveness of the U.S.
healthcare system.
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Recovery Act of 2009

Healthcare Component: $148 billion
$87 billion: Medicaid
$25 billion: Insurance premiums for the unemployed
$19 billion: Health information technology
$10 billion: Construction of National Institutes of Health facilities
$1 billion: Medical care for service members & families
$1 billion: Prevention and wellness
$1 billion: Veterans Health Administration
$2 billion: Community Health Centers
$1 billion: Research of certain healthcare treatments
$0.5 billion: Training healthcare personnel

$0.5 billion: Healthcare services on Indian reservations
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Reform Debate: Agreement

Quality care
Affordable care
Sustainable system

I Providers, insurers, consumers, employers,
government, vendors
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Healthcare Debate

consumers

Politicians Providers

Lobbyists Insurers

Government Vendors

Media Employers
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What 60s Driving Cost

/. Prescription drugs and technology (tests & devices)
4 Chronic disease
4 Aging population

4 Administrative costs
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Challenges

Consumers

i Affordability

Employers

I Global competitiveness
Providers

T Pressure from all sides
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Cost Containment Proposals
Investment in IT

Improving quality and efficiency
Adjusting provider compensation
Increasing government regulation

Focusing on prevention

Increasing consumer involvement in purchasing

Altering the tax preference for employer-sponsored

iInsurance
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Banner Health

Dennis Dahlen

Senior Vice President and CFO,
Banner Health



- Fairbanks Memorial Hospital

Washakie Medical Center

‘Community Hospital

_Platte County Memorial Hospital

Banner Lassen
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Banner Churchill
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" Sterling Regional MedCent
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Hospital

.......... Banner Behavioral Health
Banner Heart Hospital
Banner Baywood Medical Center
Banner Gateway Medical Center
Banner Boswell .~
Medical Center
Banner Del E.Webb
Medical Center
Banner Estrella
Medical Center
Banner Thunderbird
Medical Center

Banner Good Samaritan
Medical Center *, Banner Children’s Hospital

Banner Desert Medical Center

Banner Health’

Non-profit, secular
health system

$4.8B Revenuse

22 Acute Care Hospitals

600 Provider Medica
Group

Ambulatory Services
35,000 employees

80% of revenue from
Arizona

4.2 million patient
encounters

Created in 199¢
through merger



Challenges and Opportunities

A Logistical challenge of combining 2 large health systems
(Samaritan Health System and Lutheran Health System)
Into a unified Banner Health organization

A Keeping pace with substantial population growth in
Phoenix market (~27% growth since 2000% Idghest next
to NV)

Ac2 YIAYOQFEAY yYyR O2yySOld YI
applications across facilities would be overwhelming

A Recognized need for utilizing centralization and
standardization to realize economies of scale

* Through 2008



Banner Health Approach

Operating Company Model Is Nimble

Business support is standardized and consolidated
Accounting, Payroll, Payables, Billing, HIMS
IT support, Risk Management, Legal, HR
Strategic and financigblanning

Clinical infrastructure is standardized and consolidated
Cerner Franchise Model
Care Management Organization Structure

Hospital CEO role is unusual

ClinicalQuality, Medical Staff, Employee Engagement, Customer
Service, White Gloves



The IT Component of the Solution

A Goal: To utilize effig:ient, Integrated sgitgsvto meet the
2ZNHI YAIL FTGA2Y Qa Y SSRa
I Financial/Business Support: Lawsdfronos
I Clinical: Cerner
I Revenue Cycle: Siemens MS4 (Hospital)
I Decision Support: Eclipsys / Business Objects

A Provide accurate, timely information to caregivers,
managers, and executives

A'"OAEAT S a@FyAattlé Ayaalfftlr
reduce cost and simplify maintenance



Business Application Requirements

A System scalability the ability to rollout to new
facilities quickly and painlessly

A §ingle, ce,ntralizgd set of bu§iness applica}tions that

R2YyQu NBIldzANB | t20 27T
A A single databasead 2y S OSNERAZ2Y 27
A Deep healthcare knowledge and experience

A Lawson selected as partner for Supply Chain and
quickly thereafter for Financials and Human
Resources



Banner Health’

Prelmplementation Postimplementation

A 2 accounting teams A{Ay3aftS G4SIYY
R Decentralized and cost of $1.7 million (19%
centralized approaches cost reduction and 33% F

Aec2irt g2N] FaN reduction |
and $2.1 million in cost A Financial close +5 working

A Significant paper costs and 23S and reports +3 days
report distribution A Annual audit cost

challenges significantly reduced

A Monthly financial close +1° A Accuracy improved

days, management A Additional savings: payroll
reporting by +20 days escheat ¢st$60,000)




Pre-lmplementation

A 2 corporate payroll teams,
multiple payroltlike teams
In operating units, and two
payroll systems

A Processed on two differen

mainframe systems

A Multiple pay cycles,
overlapping in some cases

Banner Health’

Postimplementation
AReduceday cycles from 4
2 (and to 1 in 2010)
AEliminatedn C¢ 9 Q&
Amproved internatontrols
AReducedN-2 time by 20
days
A 90% direct deposit
participation
Aroundation for productivity
and labor reporting
Aefficienciedor special pay
situations




Pre-lmplementation
A 3 AP/materials systems

A Centralized in % of
enterprise and

decentralized in the other

A 1099 process completely
manual

Banner Health’

Postimplementation

A 1 work team, saving 4 FTE
and $185K

A Daily checkuns
A 3-wayinvoice matching
A 1099 process automated

A Enterprisewide
gatekeeper for policy
compliance




Banner Health’

Prelmplementation Postimplementation

A Materials leadership A PO turnaround time
already centralized reduced 1 day

A Weak GPO integration in | | A EDI trend +5% since

efforts to save supply cost Implementation

A 3 separate materials A Improvedcontract
management systems in compliance from 94% to
use, making data analysis 97%

very difficult A Reduce supply expense
from 17.5% (2004) of
revenue to 15.9% (2009)




LongTerm ROI:

Sun Health Integration ProvideSonsiderable Returns

2008 Acquisition By Banner:

I 2 Hospitals and Health Plan

i Sun City location = high Medicare volume
i $750 million in revenue

i 4,500 employees

Early Wins:

I ERP integration completed in 120 days

I Corporate overhead costs reduced by $20.7
million

i { dzLJLI2Z NI &aSNIWAOS C¢9Qa

I Improvement in commercial contract rates of
approximately $35 million annually

I Revenue cycle integration in August, 2009

i CANRGO LXKIF&asS 2F Of AyAO
implementation in August, 2009



