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A PLAYBOOK FOR SUCCESS: How Health Systems and Hospitals Can Benefit from the TEAM Model

On August 1st, 2024, the Centers for
Medicare and Medicaid Services (CMS)
shared final details for the Innovation
Center’s new Medicare mandatory, episode-
based alternative payment model, the
Transforming Episode Accountability
Model (TEAM).

This playbook helps health system and hospital decision-
makers understand the impact of TEAM and the avenues
for improving outcomes to succeed under the model.
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A PLAYBOOK FOR SUCCESS: How Health Systems and Hospitals Can Benefit from the TEAM Model

PART 1

What is TEAM?

TEAM’s bundled payment design features could significantly disrupt how hospitals
operate outpatient departments and specialty service lines, as well as owned post-acute
care assets and external networks.

The main thing health system leadership needs to know is that CMS has designed TEAM
toincentivize post-acute care management and specialty care integration into primary
care post-hospital discharge with quality and cost accountability shifted to hospitals.

— TEAM WILL BEGIN ON JANUARY 1, 2026.

The 741 Hospitals selected for mandatory participation
are preparing now. The work ahead intersects with
finance and clinical operations to identify gaps and
opportunities.

Understanding Selection Criteria
Providers and Procedures

TEAM will be mandatory for acute care hospitals and
Medicare FFS beneficiaries.

Retrospective bundles cover surgery and

all post-procedure costs for 30 days

Payment based
on comparison
to target price
POST- (with 1.5% or 2%
PATIENTS PROVIDERS S At SURGICAL discount applied
. . CARE depending on
Medicare fee-for- All acute care hospitals the episode) for
service beneficiaries in 188 selected CBSAs identified surgical
episode
TEAM will target five high-volume surgical procedures.
More procedures are likely to be added at a later date.
= ==
AR &) — ==
-
CABG MBP SHFFT LEJR SF
Coronary artery Major bowel Surgical hip/ Lower extremity Spinal fusion
bypass graft procedure femur fracture joint replacement
treatment
INPATIENT BOTH INPATIENT
ONLY & OUTPATIENT
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3 risk-level track options (available based
on hospital type, performance year)

TRACK 2: Limited Two-Sided Financial Risk

TRACK 3: Full Two-Sided Financial Risk

Markets selected for TEAM cover almost
9M Medicare FFS beneficiaries

Z; . B TEAM CBSAs

‘3, — TEAM Regions

Why CBSAs?

Census Bureau-defined Core Based Statistical Areas (CBSAs) are used
to determine market saturation. Approximately 25% of eligible CBSAs
were randomly selected to participate in TEAM. According to CMS,
the CBSA ensures a wide range of markets and hospitals with “diverse
characteristics.” All acute care hospitals within selected CBSAs are
required to participate.

Team Region: Census Bureau-defined Census Divisions (9) across the US
which will serve as the TEAM hospital’s region for regional target pricing
and financial risk relative to regional performance.
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Costs Bundled Under TEAM

A broad range of costs that are incurred within 30 days of the

postsurgical period are included in the TEAM spending analysis.

All Medicare Part A and Part B costs, including:
— Inpatient hospital services (including

readmissions)
— Clinical laboratory services

— Physician services: specialists
— Durable medical equipment and primary care

Excluded Costs:
Similar exclusion restrictions to BPCI-A, such

as hospital admissions and readmissions for
specific categories of diagnoses, such as oncology,
trauma medical admissions, organ transplant, and

— Medications (Part B drugs and biologicals)

— Outpatient therapy services

— Skilled nursing facilities
— Hospice
— Home health services

Hospitals Bear Financial Responsibility

TEAM

ventricular shunts determined by MS-DRGs.

Hospital bears all
financial accountability

Hospital bills Medicare
FFS as normal

Single target price
combines all projected
payments

Participating hospitals are
the sole entity to bear the
financial accountability

for an episode, even if the
beneficiary stays at another
hospital during the episode.

TEAM participants may
receive a reconciliation
payment amount from

CMS depending on their
Composite Quality Score
(CQS) and if their spending
in the year prior was less
than their reconciliation
target price. TEAM is a
two-sided risk model, so
TEAM participants may owe
CMS an amount, depending
on whether their CQS and
performance year spending
exceeds the target price.

All projected payments
are combined into a target
price. This represents the
expected cost of all items
and services during an
episode of care.

ATIADVISORY.COM
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PART 2

Gathering the Data on TEAM

Why ATT’s Analysis

ATl conducts research, generates new ideas, and leads change in
healthcare. We provide insights backed by original research and deliver
practical solutions for our clients and the people they serve.

Our expertise spans healthcare, finance, and policy, helping
decision-makers make the most of:

— Value-based payment and advanced payment models

— Medicare reimbursement policy

— Medicare Advantage and special needs plans

—> Medicare-Medicaid integration

— Post-acute and long-term services and supports

Creating a TEAM Data Resource Hub

Our data scientists, policy experts, and analysts have access to a
tremendous amount of public and proprietary data, enabling us to create
valuable snapshots that clearly visualize market dynamics. Our expert
consultants have operational and clinical experience running bundled
payment models across different structures and for different payers
(e.g., Medicare, Medicare Advantage, etc.) bringing not just valuable
data insights, but proven, real-world operational and clinical planning
initiatives leveraging data.

Using these data, ATl compares health system data with TEAM
Region averages to provide key benchmarks on average spending and
reimbursement under TEAM.

We can create scenario models outlining what operating under TEAM
looks like, and suggest operational and clinical improvements.

ATIADVISORY.COM
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NOTE: Figures do not
include risk adjustment,
discount factors,
outpatient episodes, or
adjustments for the local
wage index and other
facility-specific factors.
These figures represent
inpatient episodes

only, although LEJR and
SF episodes can also

be initiated through an
outpatient procedure.

Census Division averages,
adjusted for a hospital’s
DRG mix, are used to
calculate the regional
averages.

Estimated spending is
calculated using the
hospital’s historical
performance and the
Census Division average.

Episode spending is
calculated using 100% of
Medicare FFS claims, which
include 100% of Medicare
Part A and Part B payments.

Hospital spending is
compared to aregional
average benchmark that
is standardized to the
hospital’s DRG mix in each
year.

It’s All About the Data

We have organized data spanning multiple health systems across all
applicable regions to create a publicly accessible TEAM Data Dashboard.

Average 30-Day Episode Spend of
TEAM Condition(s), by Region / 2023
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How Data Can Inform TEAM
Planning and Participation

Using the data ATl has analyzed and assembled, decision-makers can
gain a clear picture of what TEAM looks like for their hospital and begin
planning for operations.

Our data can help participants answer questions that inform
their individual strategy:
— Where is most of the patient volume?

— What episodes exceed the regional benchmark anchor
and post-procedure spending? What are the sources of
key spending differences?

—> Are my surgical procedures primarily occurring in the
inpatient or outpatient setting (LEJR, SF only)?

— Where are patients discharged after they leave the
hospital? Is it a PAC provider in the hospital’s preferred
network?

—> How often are patients being readmitted?

Estimated Average Spend & Volume Per Inpatient Episode
2021 Q3 -2024 Q2

290 105 185 325 110

$70K

$60K

$55K
$50K

$40K

|||||‘]“‘i

M Hospital Hl TEAM Region Number of Episodes

||||||iii||

Understanding these variables will help organizations improve operations and be better
prepared for care under TEAM’s bundled payment model. According to our analysis,
almost every health system in every region will have to adjust or entirely rework some
component of their operations to be successful in TEAM.

ATIADVISORY.COM
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PART 3

How Health Systems Can
Succeed With TEAM

Overview

Health systems and hospitals preparing for TEAM have to identify
opportunities that reduce system-wide costs and make TEAM
work for their organizations. ATl has recognized a multidisciplinary
approach that enables hospitals to achieve these cost savings and
support implementation.

Four core priorities support the path to
successful TEAM implementation:

Shift to Lower-Cost PAC Settings
Reduce Inpatient Readmissions
Reduce SNF Length of Stay

Shift Episodes to Outpatient

OlOX0X0,
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SOURCE: ATI Advisory
analysis of 2021Q3-
2024Q2 Medicare claims
data, 100% extract. *All
Other Post-discharge
Spending includes non-
anchor inpatient hospital,
hospice, DME, outpatient
therapy, and professional
claims spending in the
first 30 days after the
anchor stay or event (post-
discharge period).

Opportunities to Save on Costs & Improve Quality

Strong performance under TEAM will require health systems to create
a high-performing network that crosscuts the acute inpatient setting,
outpatient surgical setting, outpatient rehabilitation, and the traditional
post-acute care provider continuum of inpatient rehabilitation facilities,
skilled nursing facilities (SNFs), and home health.

Importantly, clinical workflows will need to be able to efficiently and
effectively identify the most appropriate, lowest cost setting for both
surgical procedures and rehabilitation and recovery.

Strategy #1:
Shift to Lower-Cost PAC Settings

Variation in post-episode spending is significant across procedures
and settings, ranging from 21% to 53% of total episode spending.
Hospitals need to identify post-acute care settings that improve
outcomes for patients and contain costs. Identifying partnersin a
hospital’s PAC network that can demonstrate reduced spend per
episode will benefit under TEAM operating models. Achieving this is
complicated by the nuances between procedures and settings, but
may also highlight opportunities for individual hospitals.

Share of Episode Spending in Each Setting by TEAM Condition
2021 Q3 -2024 Q2

% 9
1% 2% 2% 2%

3% 2%

13%

B Anchor Hospital Stay [l Skilled Nursing Inpatient Rehabilitation Home Health All Other Post-Discharge Spending



Discharge Patterns Vary by Region
and Even Between Hospitals

Significant variation between post-discharge settings for TEAM
episodes highlights the important role data will play in developing a
hospital’s strategy moving forward. Depending on the specific regional
average and the role Inpatient Rehabilitation Facilities, SNFs or home
health agencies have played in impacting episode spending, a tailored,
data-based response is required to ensure episode spend is on par
with the regional average.

SOURCE: ATI Advisory
analysis of 2021Q3-

ﬁgtszgohfxoe(fﬁfarifgit?:r First Post-Discharge Setting for TEAM Episodes

ARG SN All Conditions / 2021 Q3 - 2024 Q2

includes all TEAM episodes
without HHA, SNF, or IRF

as the first setting after
the anchor stay or event
and includes discharges to
home. Setting distribution
for each TEAM Region is
volume-weighted.

39% 16%
32%
25% 24% 9
o o 24% 16% 16% 16% 13% 3
7% 5% 48%
10% 9% 7%
14% 15% 15%
22%
47%
33% 33% 33% sT% 38% 3%
26% 26% 26%
o
18% 14%
M Skilled Nursing M Inpatient Rehabilitation Home Health All Other Post-Discharge Settings

Since individual hospitals are compared to others in their TEAM Region, meaningful
differences in episode spending compared to the regional average will require
hospitals to make considerable, structural changes to their networks.
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Strategy #2:
Reduce Inpatient Readmissions

Any readmissions within 30 days not only  In order to achieve this, hospitals will

increase episode spending, they also need to understand which network
impact a hospital’s composite quality partners are performing best and worst—
score (CQS), which helps determine 10%  both historically and during the TEAM
of TEAM reconciliation. performance years.

SOURCE: ATI Advisory

Medicare FFS slaima. The Readmission Rate for TEAM Episodes

T Ao dor oaen All Conditions / 2021-2023

as the volume-weighted
30-day all-cause rate

of readmissions to all
short-term hospitals, not

just the anchor hospital.
Low and high hospitals
reflect the 10th and 90th
percentiles, respectively,
of readmission rates for
TEAM episodes. 12.8%
9.3% 10.0% 10.0% 10.1%
8.4% 8.5% 8.6% 8.8% :
5.3%

[l 30-Day All-Cause Readmission Rate

While readmission rates vary between regions, within regions there may be significant
differences between individual participants. The above example highlights the
potential for vast differences to exist within a single region.

Across All Regions,
SNF Readmission Rates Are Higher

SOURCE: ATI Advisory
analysis of 2021-2023

Medicare FFS claims. Readmission Rate for TEAM Episodes Discharged to

B e et Each PAC Setting, All Conditions / 2021-2023 )s 5%
readmissions from all .
settings, not just the

initial discharge HHA or 15.4%

SNF. The readmission 137%  13.3%  134%  13.0% 9
rate for each TEAM ) : " 9.0% 120 g 0320% 7%

Region is defined as the 8.5%

9.0%
7.3% 7.2%
o o 9
volume-weighted 30-day 5.9% o3 o3 o5
all-cause readmission rate. . . . l
Median and high hospitals

reflect the 50th and 90th
percentiles, respectively,
of readmission rates for
TEAM episodes discharged
to each PAC setting.

14.4% 10.5%
7%
78907 %

M HHA SNF

The deeper we look at the data, the more variations  the hospital-specific nature of TEAM and the

we can find to help guide the TEAM strategy for amount of tailoring that is needed to ensure
hospitals. The above data highlight the difference workflows, networks, and processes are designed
in readmission rates between SNFs and HHAs and in a manner that helps participants achieve or
variance across regions. This further reinforces improve beyond the average in their region.

ATIADVISORY.COM
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SOURCE: ATI Advisory
analysis of Medicare FFS
claims. The SNF ALOS
reflects the SNF stay of
first discharge and is
truncated to the 30 days of
the post-discharge period.
SNF ALOS for each TEAM

Region is volume-weighted.

Low, median, and high
hospitals reflect the 10th,

50th, and 90th percentiles,

respectively, of SNF ALOS.

Strategy #3:
Reduce SNF Length of Stay

Medicare pays for SNF services on a per diem basis in most cases.
This means spending correlates with how many days in the 30-day
post-discharge period a patient spends at a SNF. Initial data indicates
that a significant proportion of SNF stays fall within the 30-day post-
discharge period.

There are opportunities for TEAM participants to identify procedures
and partners where earlier discharge to a lower-cost setting will result
in incremental savings. For example, each SNF day contributes roughly
$700 to TEAM episode spending. A six-day difference would amount
to $4,200 in spending per episode.

SNF ALOS Within TEAM Episode Period
All Conditions / 2021-2023

18.0 17.9 17.5 2
I I I - - -

I SNF ALOS in 30 days of Post-Discharge

NOTE: Only SNF days that occur within the 30 days following the beneficiary’s discharge

are included in the TEAM episode. Reducing or eliminating SNF days that fall outside
the 30-day post-discharge episode window will not impact a hospital’s financial
accountability under TEAM. For example, if the first 25 days of a beneficiary’s 40-day

post-discharge SNF stay fall within the TEAM episode window, reducing the SNF LOS from

40 days to 35 days will not affect TEAM spending.

18.0

20.6
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SOURCE: ATI Advisory
analysis of 2021Q3-
2024Q2 Medicare FFS
claims. Spending and HCC
averages are volume-
weighted.

Strategy #4:
Shift Episodes to Outpatient

Since spinal fusion and LEJR can originate from outpatient and
inpatient settings to count as TEAM episodes, it’s up to individual
hospitals to analyze their Medicare data to determine which setting
can benefit their patients and favors their specific workflows and
TEAM strategy. For example, outpatient settings may lower the cost
per episode while maintaining or improving quality for patients.

Outpatient Share of TEAM Episodes
LEJR & SF /2021 Q3 - 2024 Q4

87%
23%
b 2% 26% 319 309 N
ST% 4% 43% oo

70% 72%
7%
%6 18% 80% 84% 85% 86% 87%
41%
31%

I I I H1ITT

||
M Outpatient Inpatient

Episode Spending and Acuity by Setting
LEJR & SF /2021 Q3 - 2024 Q2

Average Episode Spending Average Patient HCC
$51.2K |
2.22 ‘

: 1.90
|
|
$19.2K 1.07 [ 1.31
|
|
|
|

M Outpatient I Inpatient

$30.3K

|
|
|
|
|
|
$18.5K !
|
|
|
|

While outpatient episodes are less expensive than inpatient episodes, hospitals need to
understand their individual distribution and how that compares to others in their region. If
LEJR and SF episodes significantly favor the inpatient setting, it will negatively impact the
participant’s target price and TEAM reconciliation.

ATIADVISORY.COM
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PART 4

Collaboration

TEAM presents a unique challenge for participating
hospitals that requires strong collaboration across
the continuum supported by aligned incentives,
prioritized patient-centered care goals and shared
care coordination.

Understanding the unique dynamics in spending per TEAM episode for your hospital and TEAM
Region will prove crucial in being able to make data-based improvements. Achieving this will
require clearly directed, organization-wide communication.

The TEAM model will require much greater alignment between physicians and care settings
across the continuum, particularly in directing patient referrals and participating in clinical
workflows that ensure coordination and communication. Hospitals will need to engage
specialty groups in discussions that seek to answer the following questions:

- Are physicians aware of and in agreement with the necessary
quality and cost initiatives to ensure strong performance?

- Do financial incentives support alignment with cost and quality
initiatives?

- How will the hospital leadership monitor cost and quality
performance and communicate the performance with physicians?

- What are our physicians’ roles, if any, in post-acute care settings
today? How do we optimize care delivery to support post-acute
care continuity and seamless hand-offs to primary care?

Assessing TEAM Collaborators

Beyond clinicians within the hospital, participants must manage their network to ensure
high quality post-discharge partners are being favored in order to contain care costs.
Individuals and entities that have a role in a participant’s performance are referred to as
“TEAM Collaborators.”

CMS is allowing financial arrangements with TEAM Collaborators so they may share
reconciliation payments and encourage collaboration.

Eligible TEAM Collaborator Entities: Selection of TEAM Collaborators should consider
- Physicians and Providers, including the following:
Physician Group Practices - High quality of care

- Medicare ACOs - Expected contribution to the participant’s

- Post-Acute Care Organizations performance
- Inpatient Rehab Facilities (IRFs) - Reconciliation sharing must be compliant with
- SNFs civilmonetary penalty, federal anti-kickback,
- HHAs and physician self-referral laws

= Long-Term Care Hospitals (LTCH) - Potential referrals cannot be used as a selection

criteria
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PART 5

ATTI’s Solution

ATT helps organizations understand their precise
reality of operating under the TEAM in their
specific region.

We recommend the following framework for guiding operational preparation.
The goal of preparation should be four-fold:

Identify and incentivize high quality, efficient, coordinated
post-acute care provider and specialty physician networks,

Optimize lower cost post-acute care settings, including
owned outpatient rehabilitation and home health assets,

Implement and maintain high-quality, effective clinical
processes and operational systems,

Iteratively adjust the network, processes, and systems
based on quality outcomes and data feedback.

OJOXOC

Achieving these goals requires a multi-disciplinary approach across five phases.

Q42024 Q12025 Q22025 Q32025 Q42025

Diagnostic &
Preparation

Network
Creation

Q12026

Physician
Alignment &
Gainsharing

Design &
Implementation

Performance
Monitoring &
Optimization

MODEL BEGINS
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A Comprehensive Approach to
TEAM Planning & Implementation

ATI Advisory offers expert consulting that helps hospitals optimize bundled
payment and episodic care models based on quantitative analysis, strategic

guidance, and implementation support across payment models.

Our episodic care design team have worked directly with nationally
recognized hospitals, providers, and the Centers for Medicare and Medicaid
Innovation (CMMI) on BPCI, BPCI-A, CJR, and Medicare Advantage bundled

payment programs.

ATIADVISORY.COM

ATTI’s Solution
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GET IN TOUCH WITH ATI

Online - Contact Us Today
Email - bfuller®@atiadvisory.com
Phone - 404-963-7092

Risk Analysis

Network Creation
(e.g., Post-Acute
Care)
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TEAM Snapshot of your hospital

Fill out this request form with your hospital’s
CCN(s) to receive a free report here

Explore the Data

ATI’s TEAM Resource Center:
atiadvisory.com/team-resource-center

Additional Resources

ATl Advisory
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