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aetna Who we are

Why we exist: The Aetna mission

Agtna is dedicated to helping people achieve health and financial security by providing easy
access to safe, cost-effective, high-quality health care and protecting their finances against health-
related risks.

Building on our 158-year heritage, Astna will be a leader cooperating with doctors and hospitals,
employers, patients, public officials and others to build a stronger, more effective health care
system.

Our values

Everything we do at Aetna starts with our values — a clear, strongly held set of core beliefs that
reflect who we are and what you can expect from us. We created our core values together, as one
company with more than 30,000 individual voices, and with guidance from our customers. Qur
wvalues carry through our thoughts and actions every day, inspire innovation in our products and
semnvices, and drive our commitment to excellence in all we do.

- Chairman, CEQ and President Mark Bertolini

- = Integrity - Do the right thing for
Integrity Excellence the right reason
W do the right 5
thing for the » Excellence - We strive to deliver
Fight cesson. the highest quality and value
. possible through simple. easy and
relevant solutions

= Caring - We listen to and respect
. . S our customers and each other so
Inspiration Caring we can act with insight,

Mo nspire W listen to and respect understanding and compassion

otherso we can act with = Inspiration - We inspire each

Insight. un
and comp other to explore ideas that can

make the world a better place
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aetna Aetna Overview

= We serve ~35.3M unique people

Customers = Customers include individuals, employer groups, health plans, hospitals/
physicians, government-sponsored plans and expatriates

= 18.5 million medical members = 9.4 million pharmacy members

aetna Membership

(asof 1231/10) = 13.7 million dental members * ~10.0 million PHR members

1M+ health care professionals (561K+ primary care doctors & specialists)
UsSA and 5K+ hospitals

Networks = Aexcel high-performance provider network focused on clinical performance

and cost efficiency

h = Health benefits for expatriate employees and dependents
International

. = 1K+ i
a_etna Presence Access to 61K+ health care providers outside the U.S.

= Global presence with locations throughout the world

= Processed ~350 million claims in 2010, representing over $63 billion in

M Medical t total medical costs
anagemen
7] g = Qver 3,000 nurses and 100 physicians on staff
Health = Acquired Medicity, a leading Health Information Exchange
Info?r?lation = Evidence-based clinical rules engine (CareEngine®) identifies gaps in care
Technology = One of the largest clinical data warehouses in the U.S.

= Using technology and management resources to work with providers
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aetna

2011 FY

60.8 76.2
65.1

69.6

W Professional Services
3 key drivers of an indirect supply chain:
* Brand enhancement and management
* Intellectual Property or Labor
* Technology related products or

N BPO/KPO Consulting
® Claims Services
o [T Software & Services

BT Consulting

Composition Of A Services
Supply Chain

2012 FYE

167.5

u Telecommunications
B General Consulting
= Advertising

m Printing

m staffing Services

services
W T Hardware
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aetna The Sourcing Lifecycle
of a Services Organization

The process to source a service is wo different than one for direct

Reverse
.
wmaterials,........, auction is a
powerful tool
Phase 1 Phase 2 Phase 3 Phase 4 Phase 5 h
Sourcing \, Project . Senvice Provider \
Opportunity i Management i\ Evaluation & i\ Negotiating & Transition Service Provider
 Assessment & Quality ¥ Selection ¥ G I I
; Identify and Align Evaluate an Complete Transition Manage
alidate i resources, select servict i supplier due i services from } service
sourcing plan, and Dprovider(s) ; diligence and i Aetna to the Dprovider to
opportunity kickoff H i contract i i service i i
initiative provider | i  value

3-8 weeks (category dependent)

Challenges:

* Clearly defined requirements before going to market
* Back-door selling

* Compliance to the sourcing process

* Understanding the value chain
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The Way We Were

Show Me the Money

Please select 1 cases to be removed.
riefcase
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Forces That Drive A

. Services Supply Chain

Cost &
Internal Quality External

aetna

= Increased reliance on third parties = |egislation
— Outsourced Operations — Health Care Reform, Medicare, etc.
= Competing Goals and Objectives — Call Center and Worker Protection Act
— Supplier Diversity vs. YOY Productivity * Increased Privacy Requirements
= Expanded use across Functions/business — PHI, Confidential Information, etc.
lines
— Back-office operations across different = Competitive Landscape
domains — Cost, quality and delivery of service
= Broader geographic coverage — Rising Off-shore Labor Costs

— Global operations

— Off-shore vs. near shore, etc. * Cyber Crime

. — Intrusion Protection
= Plan Sponsor Requirements

— Off-shore/On-shore requirements = Corporate Social Responsibility

Mounting pressure requires a carefully well defined and executable strategy

Aetna Inc.




aetna A Services Landscape

United States

Mauritius
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aetna AP A Balancing Act

CORPORATE

SOCIAL AESPONSMIITY

Negotiating beyond cost and quality



http://www.kingcounty.gov/healthservices/health/preparedness/pandemicflu/comicbook.aspx

aetna

The New Operating
Environment

Code of conducts
ISO Certification S Lean assessment G
SASTO gcaT info Sec
HIPAA Disaster recovery
DUNS number
| Eslakns sy Stakeholder #1 Los
Accounts Payable TAXID
Y i Diversity GRI G2
Solvency OCC 2001-47 Geo-poiitical Contactinformation
SOX Diversity .
Overall risk SAB06E
Atrisk Fees Capabilities laksholder:
W8 Tax P D
A Export licensing
Ant-money laundering Banking routing REACH
o H Trading Partner i i
Management e Purchasing Service location
Executive Order 13224 COrTuption index KPISISLA'S
Bill to addre Regulators
: ‘\\\\S\\ < EMR Rating
Privac!
¥ v OSHA Form 300 !
Watch list
; Mass CMR 17 HR c°rp°rate
Business continuify S Responsibility
IT Compliance and Risk
T
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Assessing Your Risk

Risk Factors:

Services Provided: Access to PHI/NPI and PCl is key

Assessment Results

criteria which assesses the potential total number of . VrrTr

members impacted High Low

Unique Services: Supplier provides a unique service or i —~ Risk Risk Risk
- " y >

the only supplier or one of a few to provide the same servi 7o of Suppliers: 23% 69% 17%

Subcontractors: The number of and use of su r S 36 94 26

to assist in performing services on behalf A\n\ # of Suppliers:

Transaction Volume: The n ,epof’: 's\ur tunctions

performed and the volume & these w prowded

MEWSS

(9) of the high risk supplier group had a Third Party
Onsite assessment in 2008 or 2009

Length of Service: Number
service.

“»ars supplier has provided

Geographic Location: Service delivery includes multiple

domestic and global locations. (11) of the high risk suppliers are EDI Clearinghouses. A

total of 30 tier 1 suppliers are EDI Clearinghouses. EDI
Clearinghouses are covered entities and require alternate
certifications (EHNAC, required in EDI industry)

Operations on Infrastructure: Supplier uses customer’s
infrastructure; their own at their primary location, or their
corporate infrastructure at another or 'parent’ location.

Corporate Structure: Start-up, global operation, Fortune
100, Fortune 500, or other.

Spend: Annual supplier spend

Of the 156 tier 1 suppliers from 2007 to ytd 2009, 20
suppliers have had an onsite assessment.

All tier 1 offshore suppliers (7) have had an onsite

Results of Onsite Assessments: Level of control indicated assessment.

in previous on-site assessments.

Breach or Security Incident Reported: A breach or security
incident reported within the last 24 months.

Aetna Inc.




Migration to Supply Chain
Excellence

m Moving to a managed services or outcome based operating model. Goal is a
sustainable operating model that is adaptable to external impact.

8

Bundling of services or related functions with some degree of outsourcing or out-
Vi tasking as well as the assessment of various inputs on the cost of the operations.
Typically Level Il Category Management with some minor enhancements

+ practical: Typically 2" generation sourcing activity, assessing supply chain levers such as demand
. management, etc. Level Il category management

Traditional procurement or sourcing related operations and functions. Pure expense
reduction and level 1 category management.

Fundamental shift in business and operating
model.....from B2B to D2C

Beginner

Aetna Inc.

Hurdles

* Usage of suppliers on or off-shore) typically is tactical and fragmented.
* External sourcing strategies tend to be weak or nonexistent in many enterprises

* Alignment on what a "good deal" means between business units, the team
managing a deal and the service provider.

» Skill development necessary to manage service providers.

* Vendor selection focused on lowest price vs. differentiated services, value and
delivery options

* Management of outsourced relationships specific each line of business

* Vendor management practices tend to be incomplete and dependent on specific
individuals.

An enterprise approach to sourcing and service provider management is paramount to
success

Aetna Inc.




- Governance Framework
aetna

Executive Sponsors

Ensures corporate goals and objectives are specific, measurable,
actionable, realistic and time-based (SMART)

Oversight Committee

Develops goals and objectives are specific, measurable,
actionable, realistic and time-based (SMART)

. Suppl
Extended Enterprise pply IT & Operations

Management Management

« Develops business strategy and « Executes on category strategy + Implements the
operating models for suppliers « Develops RFx framework (e.g. appropriate operating

« Sets category and supplier Auction, RFI, RFP, etc.) model
strategy * Executes BATNA * SLA Adherence

+ Reviews market conditions « Supplier selection based on + Implementation of

« Develops scope of services results category strategy

« Develops BATNA Strategy * Negotiates, business terms &

* SLA Development conditions including SLAs and

+ Responsible for overall supplier performance penalties

performance Interfaces with Legal/Contracting

A carefully well defined and executable strategy is necessary
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aetna Conclusions

» Sourcing services in not too different than sourcing
direct materials or products

» Understand and assess the “new operating
environment”

» Quantify risks and develop plans to reduce or
eliminate them

> Define a strategy to continuously improve
performance building an executable path of work

» Know where you are on the Migration Path to
Supply Chain Excellence

» Govern the process by including the appropriate
stakeholders and business constituents

Crea
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