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Changes to the Global Surgical Package, 
Provider-Based Clinics and Modifier 59
Auditors should follow developments in these areas
By Duane C. Abbey, PhD, CFP

C
MS discusses Medicare’s venerable Global 
Surgical Package (GSP) in Federal Registers for 
proposed1 and then final2 changes the Medicare 
Physician Fee Schedule for CY2015. Interestingly 

enough, CMS is proposing to do away with the package for 
10-day and 90-day postoperative period surgeries.

For outpatient services, CMS has been doing everything 
they can to bundle payments. Here is a significant instance 
in which CMS is unbundling payment. Given the long history 
of the GSP and the efforts to integrate the needed tools into 
the Resource Based Relative Value Scale (RBRVS), why is CMS 
abandoning the GSP?

First, note that CMS’s GSP is not really a Global Surgical 
Package; it is a Global Surgeon Package. The focus of the GSP 
is the surgeon, not the surgery itself. If this were a true GSP, 
there would be a single payment for the surgery that would 
have to be split between the surgeon, anesthesiologist and 
other physicians providing services (e.g., physician performing 
presurgery H&P or physician taking over postoperative care). 
For CMS’s GSP, the payment mechanisms involve the payment 
or nonpayment for the surgeon.

Second, CMS has correctly recognized the current GSP 
simply is not working. This is particularly true with 
postoperative care.

An overly simplified example is with a patient presenting 
to an urgent care clinic for a laceration repair. The physician 

1  79 FR 40341, July 11, 2014.
2  79 FR 67582, November 13, 2014.

bills for the entire package (i.e., does not use the -54, intra-
operative only modifier). Several days later, the patient goes 
to their own primary care physician for suture removal. 
This is postoperative care that should be billed using the 
-55 post-operative modifier. However, the primary care 
physician will code this as an established visit and be paid 
using a typical E/M level. Thus, there has been a double 
payment for the postoperative care.

Internal auditors involved in physician coding and billing 
will want to follow the developments and changes that CMS 
makes in this area. There may also be some impacts made 
on other third-party payers that use the data contained in 
RBRVS relative to GSP.

Provider-based clinics
Over the past two decades, hospitals have developed 
provider-based clinics at an increasing pace. These clinics 
come in all shapes and forms. Even small rural hospitals 
have provider-based clinics, often in the form of specialty 
clinics. The popularity of provider-based clinics can be 
attributed to the significant additional reimbursement that 
can be gained.

Being provider-based is a Medicare concept, but there are 
other healthcare payers that also recognize provider-based 
status, although the additional reimbursement is not always 
available with these other payers.

CMS has now decided to start collecting information about 
the types and cost of services at provider-based clinics. 
Strangely, CMS is gearing up data collection only for off-
campus provider-based clinics. Why the on-campus and 
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in-hospital operations were not included in the coming data 
collection is not entirely clear.

In order to collect data, CMS must have mechanisms to 
address both the facility claim (UB-04) and the professional 
claim (1500). On the facility side there is a new modifier, -PO, 
that will be used for these claims.

The official description is:

Services, procedures and/or surgeries provided at off-
campus provider-based outpatient departments.

Note that while the -PO modifier is available, the use of this 
modifier is not yet mandated for CY2015.

On the professional side, the 1500 claims will use a different 
place of service (POS) indicator. The new POS code is being 
developed.

If you are involved with provider-based clinics, take care 
to follow the developments. Note that on the professional 
side, the proper use of POS indicators has already become a 
compliance issue.

The -59 modifier
CMS has issued four new Level II HCPCS modifiers that 
delineate the -59 or the CPT separate procedure modifier. 
These are submodifiers.

 • -XE – Separate Encounter

 • -XS – Separate Structure

 • -XP – Separate Practitioner

 • -XU – Unusual Non-Overlapping Service

These modifiers are collectively referred to as –X {EPSU} 
modifiers. Please note that providers may continue to use 
the -59 modifier after January 1, 2015, in any instance in 
which it was correctly used prior to January 1, 2015. The 
initial Transmittal3 establishing the modifiers was designed 
to inform system developers that healthcare systems would 
need to accommodate the new modifiers.

The -59 modifier is one of the most contentious modifiers 
that both physicians and hospitals must use. This modifier 
is used to circumvent the NCCI (National Correct Coding 
Initiative) edits, at least those that can be properly 

3  See Transmittal 1422 to Publication 100-20 dated August 15, 2014.

circumvented. Physicians and hospitals should already 
be auditing for the proper use of the -59 modifier. This 
additional delineation will require changes in policies, 
operating procedures and associated audits.

The -59 modifier is one of the most 
contentious modifiers that both 
physicians and hospitals must use.

Further subregulatory guidance is needed before providers 
can begin to use these new modifiers. A careful reading 
of the modifier -59 description from the CPT Manual will 
indicate that CMS has simply parsed the description into 
four parts.

However, there is significant work CMS must accomplish in 
providing subregulatory guidance. For instance, the concept 
of an encounter must be formally established. Establishing 
the precise meaning of an encounter on the outpatient 
side is not easy. A small example is of a patient being 
physically encountered at two different times (e.g., morning 
and afternoon) for separate blood transfusions. Does this 
constitute two separate encounters, or, because they occur 
on the same date of service, a single encounter?4

As auditors, you should carefully follow the development of 
the subregulatory guidance, development of policies and 
procedures along with making plans for proper auditing. 
This process will take several years and could involve some 
operational difficulties for physicians and hospitals. See also 
MLN Matters SE1503 dated January 1, 2015. NP

4  See Medicare coding and payment conventions for blood transfusions using 
CPT=36430.
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