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Memorandum
Date: September 16, 2026
To: Mike Zarski, JD
American Association of Hip and Knee Surgeons (AAHKS)
From: Patrick McMahon
Michael Beins
Subject: 2027 Medicare Physician Fee Schedule MOD1 & MOD2

Estimated Alternative Percentages

SUMMARY

Dobson DaVanzo & Associates, LLC (Dobson | DaVanzo) was engaged by the American
Association of Hip and Knee Surgeons (AAHKS) to perform an analysis encompassing two
primary objectives. First, Dobson | DaVanzo calculated the impacts of the proposed MOD1
and MOD2 modifiers, which would replace CPT/HCPCS G2211. Second, we modeled
budget-neutral alternatives to the add-on percentages for both modifiers, while maintaining
the RVUs for CPT/HCPCS codes 27130 and 27447 at their CY 2026 levels. Exhibit 1
summarizes a range of alternatives to the proposed CY 2027 add-on percentages of 16
percent for MOD1 and 32 percent for MOD2.

Exhibit 1: MOD1 and MOD2 Percentages to Maintain CY 2027 Budget Neutrality and Maintain CY 2026
RVUs for CPTs/HCPCSs 27130 and 27447

MOD1 Percentage MOD2 Percentages
10.1% 32.0%
10.5% 31.0%
11.0% 30.0%
11.4% 29.0%
11.9% 28.0%
12.3% 27.0%
12.8% 26.0%
13.2% 25.0%
13.6% 24.0%
14.1% 23.0%
14.5% 22.0%
15.0% 21.0%
15.4% 20.0%
15.9% 19.0%

Source: 2026 Dobson | DaVanzo analysis of CY 2027 NPRM data and CY 2026 NFRM data
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BACKGROUND

In the NPRM for CY 2027, CMS proposed transitioning coding for certain longitudinal
care from CPT/HCPCS code G2211 to modifiers for base Evaluation and Management
(E/M) codes for selected services. CMS indicates that the use of a “modifier will be more

91

streamlined from an operational perspective” and “reduce operational burden.”".

These modifiers, identified as MOD1 and MOD?2 in the NPRM as placeholders, are defined
by CMS as below.

MOD1: “Visit complexity inherent to new or established office/outpatient or home
or residence evaluation and management service, associated with medical care
services that serve as the continuing focal point for all needed health care services
and/or with medical care services that are part of ongoing care related to a patient’s
single, serious condition or a complex condition.”?

MOD2: “Visit complexity inherent to new or established office/outpatient or home
or residence evaluation and management service, associated with medical care
services furnished by a participant or practitioner participating in a Medicare
accountable care organization. Services must serve as the continuing focal point for
all needed health care services and/or be part of ongoing care related to a patient’s
single, serious condition or complex condition.””

For MOD1, CMS is “proposing a ... valuation of 16 percent of the base E/M code”.* For
MOD2, CMS is proposing a valuation of “32 percent of the associated E/M visit when
performed by Shared Savings Program ACO participants, ACO professionals, and ACO
providers/suppliers”.’

E/M codes that were applicable to G2211 include “office and outpatient E/M codes (CPT
99202-99215)°. Additionally, CMS included “home or residence E/M visits code family

1 Centers for Medicare & Medicaid Services. Medicare and Medicaid Programs; CY 2027 Payment Policies Under the Physician Fee
Schedule and Other Changes to Part B Payment and Coverage Policies; Medicare Shared Savings Program Requirements; and Medicare
Prescription Drug Inflation Rebate Program. Fed Regist. 2026;91(135):43842-44557. July 16, 2026.

2 |bid.
3 Ibid.
4 1bid.
5 Ibid.

6 When to use G2211, American Academy of Family Physicians. See https://www.aafp.org/practice-operations/billing-and-
coding/evaluation-management/g2211-what-it-is-and-how-to-use-it.
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(CPT codes 99341, 99342, 99344, 99345, 99347, 99348, 99349, 99350)” as applicable for
G2211 in the NFRM for CY 2026.”

Separately in the NPRM for CY 2027, CMS proposed reduced RVUs for CPTs 27130 and
27130 of 28.18 and 28.08, from 34.79 and 34.71 CY 2026 RVUs, respectively. In a separate
study for AAHKS using CY 2027 NPRM data, Dobson | DaVanzo estimated an impact of
3,609,059 fewer RVUs in CY 2027 as the impact of the proposed RVU changes.

ANALYSIS AND RESULTS
We calculated the impacts of MOD1 and MOD?2 in the following three steps:

1. Calculate Total Expected Base RVUs for relevant E/M codes;

2. Estimate Add-on RVUs for MOD1 and MOD2, based on NPRM Add-on
percentages; and

3. Calculate alternative valuations for MOD1 and MOD2 percentages to Maintain
Budget Neutrality for CY 2027 payments and maintain RVUs for CPT/HCPCS
27130 and 27447 at CY 2026 levels.

The detailed methodological process and results are provided below.

1. Calculate Total Expected Base RVUs for relevant E/M Codes
Using NPRM data, we calculated total projected services by multiplying services for
relevant E/M codes identified in the “CY 2027 PFS Proposed Rule 2025 Utilization Data
Crosswalked to 2027,” by associated RVUs from CY 2027 NPRM Addendum B. Note that
services in a facility setting for CPT/HCPCS 99341-99350 were identified in the utilization
file with no corresponding RVUs in Addendum B. Exhibit 2 summarizes services, RVUs,
and total RVUs for relevant E/M codes.

7 Centers for Medicare & Medicaid Services. Medicare and Medicaid Programs; CY 2027 Payment Policies Under the Physician Fee
Schedule and Other Changes to Part B Payment and Coverage Policies; Medicare Shared Savings Program Requirements; and Medicare
Prescription Drug Inflation Rebate Program. Fed Regist. 2026;91(135):43842-44557. July 16, 2026.
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Exhibit 2: Services, CY 2027 NPRM RVUs, and CY 2027 Total RVUs for E/M Codes Eligible for MOD1 and MOD2

Modifiers
- - - - Total Total
: :: C/S Description NZ::?:;:W ::;:::;ys Non;‘:;ﬁ ity F:%'S Y Non-Facility Facility Total RVUs
RVUs RVUs

99202  Office o/p new sf 15 min 580,241 74,212 2.28 1.24 1,322,950 92,023 1,414,973
99203  Office o/p new low 30 min 6,983,471 857,689 3.50 2.12 24,442,147 1,818,302 26,260,449
99204  Office o/p new mod 45 min 11,158,668 1,922,777 5.23 3.48 58,359,834 6,691,264 65,051,098
99205  Office o/p new hi 60 min 2,250,135 1,062,345 6.91 4.73 15,548,434 5,024,894 20,573,328
99211  Off/op est may x req phy/ghp 1,099,294 90,304 0.75 0.23 824,471 20,770 845,241
99212  Office o/p est sf 10 min 5,121,885 749,212 1.77 0.9 9,065,737 674,291 9,740,028
99213  Office o/p est low 20 min 56,844,857 7,652,189 2.84 1.69 161,439,393 12,932,199 174,371,592
99214 Office o/p est mod 30 min 94,749,415 15,774,760 4.04 2.52 382,787,637 39,752,394 422,540,031
99215  Office o/p est hi 40 min 10,353,403 4,386,665 5.62 3.72 58,186,124 16,318,395 74,504,519
99341 Home/res vst new sf mdm 15 52,936 71 1.51 NA 79,934 79,934
99342 Home/res vst new low mdm 30 148,236 784 2.40 NA 355,766 355,766
99344 Home/res vst new mod mdm 60 244,111 627 4.43 NA 1,081,410 1,081,410
99345  Home/res vst new high mdm 75 177,277 2,114 6.19 NA 1,097,345 1,097,345
99347 Home/res vst est sf mdm 20 463,322 4,270 1.42 NA 657,917 657,917
99348 Home/res vst est low mdm 30 1,807,389 6,242 2.41 NA 4,355,807 4,355,807
99349 Home/res vst est mod mdm 40 3,791,460 18,154 3.88 NA 14,710,867 14,710,867
99350 Home/res vst est high mdm 60 1,411,752 6,647 5.70 NA 8,046,984 8,046,984

Total MOD1 & MOD2 CPTs 197,237,852 32,609,061 742,362,757 83,324,531 825,687,288

Source: 2026 Dobson | DaVanzo analysis of CY 2027 NPRM data and CY 2026 NFRM data

2. Estimate Add-on RVUs for MOD1 and MOD2
We first modeled the percentages of RVUs which would be eligible for add-on modifiers.
For this estimate, we analyzed the ratio of G2211 codes to relevant E/M codes in the CY
2026 NFRM.® Our analysis indicated that utilization for non-facility G2211 services
corresponding to relevant E/M services, including E/M CPTs/HCPCSs 99341-99350, were
10.3 percent of services, and that utilization for facility G2211 corresponding to relevant
E/M services were 13.3 percent of services.

Applying these percentages, we estimate that a total of 87,545,527 RVUs would receive
MOD1 and MOD1 Add-on RVUs. Calculated non-facility RVUS totaled 76,463,364
RVUs: 742,362,757 non-facility base RVUs multiplied by 10.3 percent. Calculated facility
RVUs totaled 11,082,163 RVUs: 83,324,531 facility RVUs multiplied by 13.2 percent.

Next, we estimated the number of Base RVUs relevant for MOD1 and MOD?2 add-on
RVUs. For these estimates, we applied 30.7 percent as the MOD2 add-on percentage, based
on total MSSP assigned beneficiaries of 10,326,340 and total Traditional Medicare
beneficiaries of 33,600,000 identified in a recent Health Affairs article.” Employing the

8 CY 2026 PFS Final Rule 2024 Utilization Data Crosswalked to 2026. See https://www.cms.gov/medicare/payment/fee-
schedules/physician/federal-regulation-notices/cms-1832-. See https://www.cms.gov/files/zip/cy-2026-pfs-final-rule-2024-utilization-
data-crosswalked-2026.zip for the utilization data.

® Medicare ACOs In 2024: Increased Participation and Evolving Policy Impacts; Audrey Ford, Kylie Brown, David Muhlestein, Robert S.
Saunders, Mark B. McClellan, and Frank McStay; Health Affairs; November 19, 2025. See
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30.7 as an assumption, we calculated MOD2 base total RVUs of 26,876,477 RV Us:
87,545,527 Base E/M RV Us multiplied by 30.7 percent. MOD1 base total RVUs were
calculated to be 60,669,050 RVUs: the remainder from 87,545,527 Base E/M RVUs less
26,876,477 Base MOD2 RV Us.

Using these total RVUs, we calculate that Add-on RVUs for MOD1 and MOD2 would total
18,307,521 RVUs for CY 2027. This total is calculated as 60,669,050 MOD1 Base RVUs
multiplied by 16 percent plus—or 9,707,048 RVUs—plus 26,876,477 MOD2 RVUs
multiplied by 32 percent—or 8,600,473 RV Us.

3. Calculate alternative valuations for MOD1 and MOD2 percentages to maintain
Budget Neutrality for CY 2027 payments and maintain RVUs for CPT/HCPCS 27130
and 27447 at CY 2026 levels
For alternative scenarios, we first calculated the total number of Add-on RVUs that would
be necessary to maintain budget neutrality while maintaining RVUs for CPT/HCPCS
27130 and 27447 at CY 2026 levels. As calculated in a separate Dobson | DaVanzo study
for AAHKS ,we determined that 14,727,395 total RVUs are necessary, based on the
calculation of 18,307,521 RV Us calculated in Step 2 less 3,609,059 RVUs to maintain 2026
RVUs for CPT/HCPCS 27130 and 27447. As illustrated in Exhibit 3, alternative scenarios
indicate that budget neutrality could be achieved with MOD1 Add-on percentages from
10.1 to 15.9 percent and MOD2 Add-on percentages from 19.0 to 32.0 percent.
Exhibit 3: MOD1 and MOD2 Base E/M RVUs, Percentages Necessary to Maintain CY 2027 Budget Neutrality and

Maintain CY 2026 RVUs for CPTs/HCPCSs 27130 and 27447, and Total Calculated Add-on RVUs
Not ACO and LEAD ACO and LEAD Base

Base E/M RVUs E/M RVUs MOD1 Percentage MOD2 Percentages Add-On RVUs
60,669,050 26,876,477 10.1% 32.0% 14,727,395
60,669,050 26,876,477 10.5% 31.0% 14,727,395
60,669,050 26,876,477 11.0% 30.0% 14,727,395
60,669,050 26,876,477 11.4% 29.0% 14,727,395
60,669,050 26,876,477 11.9% 28.0% 14,727,395
60,669,050 26,876,477 12.3% 27.0% 14,727,395
60,669,050 26,876,477 12.8% 26.0% 14,727,395
60,669,050 26,876,477 13.2% 25.0% 14,727,395
60,669,050 26,876,477 13.6% 24.0% 14,727,395
60,669,050 26,876,477 14.1% 23.0% 14,727,395
60,669,050 26,876,477 14.5% 22.0% 14,727,395
60,669,050 26,876,477 15.0% 21.0% 14,727,395
60,669,050 26,876,477 15.4% 20.0% 14,727,395
60,669,050 26,876,477 15.9% 19.0% 14,727,395

Source: 2026 Dobson | DaVanzo analysis of CY 2027 NPRM data and CY 2026 NFRM data

https://www.healthaffairs.org/content/forefront/medicare-accountable-care-organizations-2024-increased-aco-participation-and-
evolving.

American Association of Hip and Knee Surgeons 5

© 2026 Dobson DaVanzo & Associates, LLC. All Rights Reserved.


https://www.healthaffairs.org/content/forefront/medicare-accountable-care-organizations-2024-increased-aco-participation-and-evolving
https://www.healthaffairs.org/content/forefront/medicare-accountable-care-organizations-2024-increased-aco-participation-and-evolving

D Dobson | DaVanzo

HEALTH ECONOMICS CONSULTING

Based on alternative percents of 12.0 percent for MOD1 modifiers and 28.0 percent for
MOD?2 modifiers, we estimate the weighted-average impact of alternative add-on
percentages to be $4.99 for non-facility E/M services and $3.30 for facility E/M services.
Exhibits 4A through 4D summarize impacts by E/M CPT/HCPCS, as well as overall
impacts and utilization volumes.

As illustrated in Exhibit 4A, the estimated weighted average impact of the alternative add-
on percentage is $4.99 for MOD1 non-facility services, with a range from $1.00 for
CPT/HCPCS 99211 to $9.17 for CPT/HCPCS 99205. We calculated that the overall
estimated weighted payment would decrease from $19.97 under the 16 percent model to
$14.98 with the alternative 12 percent add-on percentage.

Exhibit 4A: Utilization, MOD1 Base E/M RVUs, Overall Impact for Non-Facility Services with a MOD1 Modifier

Non-Facility Non-Facility
cPT/ - Non- Non- MOD1 Mop1 MOD1 Mop1 Payment
HCPCS Description Fam!lty Facility Add-on RVUs Alternative Payment* Alternative Difference
Services RVUs (16.0%) Add-on RVUs Payment*
(12.0%)

99202 Office o/p new sf 15 min 580,241 2.28 0.3648 0.2736 $12.10 $9.08 $3.03
99203 Office o/p new low 30 min 6,983,471 3.5 0.5600 0.4200 $18.57 $13.93 $4.64
99204 Office o/p new mod 45 min 11,158,668 5.23 0.8368 0.6276 $27.76 $20.82 $6.94
99205 Office o/p new hi 60 min 2,250,135 6.91 1.1056 0.8292 $36.67 $27.50 $9.17
99211 Off/op est may x req phy/qhp 1,099,294 0.75 0.1200 0.0900 $3.98 $2.99 $1.00
99212 Office o/p est sf 10 min 5,121,885 1.77 0.2832 0.2124 $9.39 $7.05 $2.35
99213 Office o/p est low 20 min 56,844,857 2.84 0.4544 0.3408 $15.07 $11.30 $3.77
99214 Office o/p est mod 30 min 94,749,415 4.04 0.6464 0.4848 $21.44 $16.08 $5.36
99215 Office o/p est hi 40 min 10,353,403 5.62 0.8992 0.6744 $29.83 $22.37 $7.46
99341 Home/res vst new sf mdm 15 52,936 1.51 0.2416 0.1812 $8.01 $6.01 $2.00
99342 Home/res vst new low mdm 30 148,236 2.4 0.3840 0.2880 $12.74 $9.55 $3.18
99344 Home/res vst new mod mdm 60 244,111 4.43 0.7088 0.5316 $23.51 $17.63 $5.88
99345 Home/res vst new high mdm 75 177,277 6.19 0.9904 0.7428 $32.85 $24.64 $8.21
99347 Home/res vst est sf mdm 20 463,322 1.42 0.2272 0.1704 $7.54 $5.65 $1.88
99348 Home/res vst est low mdm 30 1,807,389 2.41 0.3856 0.2892 $12.79 $9.59 $3.20
99349 Home/res vst est mod mdm 40 3,791,460 3.88 0.6208 0.4656 $20.59 $15.44 $5.15
99350 Home/res vst est high mdm 60 1,411,752 5.7 0.9120 0.6840 $30.25 $22.69 $7.56

Total Services 197,237,852 3.76 0.6022 0.4517 $19.97 $14.98 $4.99

Source: 2026 Dobson | DaVanzo analysis of CY 2027 NPRM data and CY 2026 NFRM data
* CY 2027 NPRM CF = $33.1693

As illustrated in Exhibit 4B, the estimated weighted average impact of the alternative add-
on percentage is $4.99 for MOD?2 for non-facility services, with a range from $1.00 for
CPT/HCPCS 99211 to $9.17 for CPT/HCPCS 99205. We calculated that the overall
estimated weighted payment would decrease from $39.95 under the 32 percent model to
$34.96 with the alternative 28 percent add-on percentage.
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Exhibit 4B: Utilization, MOD1 Base E/M RVUs, Overall Impact for Non-Facility Services with a MOD2 Modifier

Non-Facility LELHAC I
cPT/ - Non- Non- MOD2 MoD2 MOD2 MoD2 Payment
HCPCS Description Facn!lty Facility Add-on RVUs Alternative Payment* Alternative Difference
Services RVUs (32.0%) Add-on RVUs Payment*
(28.0%)

99202  Office o/p new sf 15 min 580,241 2.28 0.7296 0.6384 $24.20 $21.18 $3.03
99203  Office o/p new low 30 min 6,983,471 3.5 1.1200 0.9800 $37.15 $32.51 $4.64
99204  Office o/p new mod 45 min 11,158,668 5.23 1.6736 1.4644 $55.51 $48.57 $6.94
99205  Office o/p new hi 60 min 2,250,135 6.91 2.2112 1.9348 $73.34 $64.18 $9.17
99211  Off/op est may x req phy/qhp 1,099,294 0.75 0.2400 0.2100 $7.96 $6.97 $1.00
99212  Office o/p est sf 10 min 5,121,885 1.77 0.5664 0.4956 $18.79 $16.44 $2.35
99213  Office o/p est low 20 min 56,844,857 2.84 0.9088 0.7952 $30.14 $26.38 $3.77
99214  Office o/p est mod 30 min 94,749,415 4.04 1.2928 1.1312 $42.88 $37.52 $5.36
99215  Office o/p est hi 40 min 10,353,403 5.62 1.7984 1.5736 $59.65 $52.20 $7.46
99341  Home/res vst new sf mdm 15 52,936 1.51 0.4832 0.4228 $16.03 $14.02 $2.00
99342  Home/res vst new low mdm 30 148,236 2.4 0.7680 0.6720 $25.47 $22.29 $3.18
99344  Home/res vst new mod mdm 60 244,111 4.43 1.4176 1.2404 $47.02 $41.14 $5.88
99345  Home/res vst new high mdm 75 177,277 6.19 1.9808 1.7332 $65.70 $57.49 $8.21
99347  Home/res vst est sf mdm 20 463,322 1.42 0.4544 0.3976 $15.07 $13.19 $1.88
99348  Home/res vst est low mdm 30 1,807,389 2.41 0.7712 0.6748 $25.58 $22.38 $3.20
99349  Home/res vst est mod mdm 40 3,791,460 3.88 1.2416 1.0864 $41.18 $36.04 $5.15
99350  Home/res vst est high mdm 60 1,411,752 5.7 1.8240 1.5960 $60.50 $52.94 $7.56

Total Services 197,237,852 3.76 1.2044 1.0539 $39.95 $34.96 $4.99

Source: 2026 Dobson | DaVanzo analysis of CY 2027 NPRM data and CY 2026 NFRM data

* CY 2027 NPRM CF = $33.1693

As illustrated in Exhibit 4C, the estimated weighted average impact of the alternative add-

on percentage is $3.39 for MODI for facility services, with a range from $0.31 for

CPT/HCPCS 99211 to $6.28 for CPT/HCPCS 99205. We calculated that the overall

estimated weighted payment would decrease from $13.58 under the 16 percent model to

$10.18 with the alternative 12 percent add-on percentage.

Exhibit 4C: Utilization, MOD1 Base E/M RVUs, Overall Impact for Facility Services with MOD1 Modifiers

- Facility MOD1
CPT/ Sl Facility Facility F:::::’yn“;\cl)g: Alternative MOD1 AI::n:::ive Payment
HCPCS Services RVU Add-on RVUs Payment* Difference
(16.0%) Payment*
(12.0%)

99202  Office o/p new sf 15 min 74,212 1.24 0.1984 0.1488 $6.58 $4.94 $1.65
99203 Office o/p new low 30 min 857,689 2.12 0.3392 0.2544 $11.25 $8.44 $2.81
99204  Office o/p new mod 45 min 1,922,777 3.48 0.5568 0.4176 $18.47 $13.85 $4.62
99205  Office o/p new hi 60 min 1,062,345 473 0.7568 0.5676 $25.10 $18.83 $6.28
99211  Off/op est may x req phy/qhp 90,304 0.23 0.0368 0.0276 $1.22 $0.92 $0.31
99212  Office o/p est sf 10 min 749,212 0.9 0.1440 0.1080 $4.78 $3.58 $1.19
99213  Office o/p est low 20 min 7,652,189 1.69 0.2704 0.2028 $8.97 $6.73 $2.24
99214  Office o/p est mod 30 min 15,774,760 2.52 0.4032 0.3024 $13.37 $10.03 $3.34
99215  Office o/p est hi 40 min 4,386,665 3.72 0.5952 0.4464 $19.74 $14.81 $4.94

Total Services 32,570,153 2.56 0.4093 0.3070 $13.58 $10.18 $3.39

Source: 2026 Dobson | DaVanzo analysis of CY 2027 NPRM data and CY 2026 NFRM data
* CY 2027 NPRM CF = $33.1693

As illustrated in Exhibit 4D, the estimated weighted average impact of the alternative add-
on percentage is $3.39 for MOD2 for facility services, with a range from $0.31 for
CPT/HCPCS 99211 to $6.28 for CPT/HCPCS 99205. We calculated that the overall
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estimated weighted payment would decrease from $27.15 under the 32 percent model to

$23.76 with the alternative 28 percent add-on percentage.

Exhibit 4D: Utilization, MOD2 Base E/M RVUs, Overall Impact for Facility Services with MOD2 Modifiers

Facility MOD2

CPT/ meseenen Facility Facility F:::i?ﬂ'ﬁegsz Alternative MOD2 Al t':l zl:éve Payment
HCPCS Services RVU Add-on RVUs Payment* Difference
(32.0%) Payment*
(28.0%)

99202 Office o/p new sf 15 min 74,212 1.24 0.3968 0.3472 $13.16 $11.52 $1.65
99203 Office o/p new low 30 min 857,689 2.12 0.6784 0.5936 $22.50 $19.69 $2.81
99204 Office o/p new mod 45 min 1,922,777 3.48 1.1136 0.9744 $36.94 $32.32 $4.62
99205 Office o/p new hi 60 min 1,062,345 4.73 1.5136 1.3244 $50.21 $43.93 $6.28
99211  Off/op est may x req phy/ghp 90,304 0.23 0.0736 0.0644 $2.44 $2.14 $0.31
99212 Office o/p est sf 10 min 749,212 0.9 0.2880 0.2520 $9.55 $8.36 $1.19
99213 Office o/p est low 20 min 7,652,189 1.69 0.5408 0.4732 $17.94 $15.70 $2.24
99214 Office o/p est mod 30 min 15,774,760 2.52 0.8064 0.7056 $26.75 $23.40 $3.34
99215 Office o/p est hi 40 min 4,386,665 3.72 1.1904 1.0416 $39.48 $34.55 $4.94

Total Services 32,570,153 0.8187 0.7163 $27.15 $23.76 $3.39
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