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Pass-Through Billing
and Shared Labs

Pass-through billing has mostly passed on.

Pass-through billing is an arrangement
between a physician practice and a
reference laboratory that allows the
physician practice to submit specimens to
the reference lab for testing, pay that
laboratory directly, and then bill the payer
(insurance or patient) for the test, usually at
a higher fee. This practice, in which the
physician makes a profit for work done by
another entity, is prohibited by Medicare
and Medicaid.

CMS requires all laboratory tests to be
billed by the laboratory that does the work.
Some states and some private payers
have similar restrictions. Examples are the
State of Tennessee, United Healthcare,
BCBS of Texas and BCBS of Alabama.

Even when billing only private payers, this
could be considered inducement and could
be against the law- the Anti-Kickback
Statute. This is because the physician
would be more likely to send
Medicare/Medicaid testing to the
laboratory that allows pass-through billing,
also known as client or account billing.

The Federal Anti-Kickback Statute
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prohibits "knowingly and willfully offering,
paying, soliciting or receiving
remuneration to induce referrals...of
services covered by Medicare, Medicaid
or any federally funded program.." 42.
U.S.C. § 1320a-7b(b).

Beyond specific laws and payer
restrictions, every clinician should hold
themselves and their practice(s) to the
highest ethical standards possible. The
American Medical Association and the
American Society of Clinical Pathology
have issued ethical guidelines on
arrangements that allow physicians to profit
from work done by others when the patient
is ultimately the payer.

Exceptions:

1. CMS does allow physicians to purchase
the technical component of pathology
services but only if the practice reads its
own slides. However, the practice can bill
only the actual amount it paid the reference
lab for the slide preparation.

2. CMS does allow pass-through billing for
some drugs, biological and
radiopharmaceuticals- a completely
difference service.

3. A physician practice may bill for referred
tests only if it does not refer more than
30% of the clinical laboratory tests required
during the year. This comes under
"purchased services" and is allowed only if
the reference lab does not also bill for the
tests.

Shared Laboratories

Stark laws prohibit a physician from
referring patients to an entity in which he or
she has a financial stake. Stark applies only
to Medicare and Medicaid, but some
states such as California and New York
have their own regulations which also
prohibit selfreferrals.

One exception to the Stark Regulation is
the in-house laboratory owned by one
physician or a group practice. These labs
are known as "Physician Office
Laboratories" or POLs. Laboratories
owned by group practice must be in the
same building as the practice or in another
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building used by the group practice for
ancillary services.

Group practices must be legally-organized
as a partnership, corporation, foundation,
notfor-profit corporation or similar
association. Substantially all (considered to
be at least 75%) of all patient services
must be provided through the group;
patient care services must be billed in the
name of the group, and reimbursement
received must be treated as receipts of the
group. Laboratories located outside a
Metropolitan Statistical area are also
exempt, with the caveat that at least 75%
of the laboratory services must be
provided to individuals residing in a rural
area.

A shared laboratory is a clinical laboratory
owned by more than one practice
operating in the same building, with each
physician "directly" supervising laboratory
staff while they are running tests for his/her
patients, and with each physician billing
individually for the tests performed on
his/her patients. All participating physicians
or physician practices must be on the
same floor of the building as the laboratory,
so that the supervision requirement can be
fulfilled.

CLIA, the Clinical Laboratory Improvement
Amendments, includes "shared lab" as an
option on its application, form CMS 116,
although the regulation does not address
shared laboratories. From a CLIA
compliance standpoint, there are some
recommendations to clarify operational
separation of the entities owning and
testing in a shared lab:

e There can be only one CLIA
certificate and one laboratory
director

e The laboratory should, however,
enroll in separate proficiency testing
programs for each participating
practice.

e Other documentation such as
manuals, personnel files and quality
control records may be shared.

There are some additional arrangements
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that could ultimately be considered shared
labs, even though they use it on different
days.

e Laboratory space, equipment and
maybe even personnel are used by
different practices on separate days.

e One practice owns the laboratory but
another practice leases the
laboratory, including its personnel, on
certain days only.

This Week's Audit Tip Provided by:
Ann Bachman, CLC
(AMT), MT (ASCP)

Ann is the Director of
OSHA, CLIA, HIPAA
Compliance Department for
DoctorsManagment and is
also the Founder and
Executive Director of the
American Association of
Physician Offices and
Laboratories (AAPOL)
References:

1. "Physicians Should be
Wary of Labs Offering
Incentives.." Physicians Practice blog, Feb. 27,
2013

2. BCBSTX notices

3. "Pass Through Billing: Risky Business" Mondaq;
Sept.29, 2011

4. CMS Regulations and Guidance

NAMAS 8th Annual Auditing &
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NAMAS 8% Annual Auditing & Compliance Conference
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Loews Portofino Bay Hotel @ Universal Orlando
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Writing an Effective Resume
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Speaker: Daniel Flynn
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E/M Encounter Review
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Click Here to View the
Conference Agenda

New for 2016!

Attendees can choose between
FOUR Pre-Conference tracks: General
Auditing, E/M Auditing with Precision
Testing, Physician-Based Compliance and
Facility-Based Auditing presented by
Panacea Healthcare Solutions. Agenda for
the facility-based auditing track will be
released soon

Limited Time Offer! Ends 4/30/16

Register for conference and receive
registration to our pre-conference for
FREE!

Reserve your spot at conference
with just a $50 deposit!

Click here to reserve your
conference registration
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BarCharts has been publishing
QuickStudy® guides since 1991.

Our guides help medical professionals
learn large sums of information quickly and
conveniently. They are jammed-packed
with key facts that are color-coded and
organized.

We have the medical field covered when it
comes to quick reference.

Instead of searching through those large
medical manuals to find the information you
need quickly, find it with QuickStudy®.
With detailed illustrations and bold
headings our guides make it easy to find
the answer.

gement Auditing

2016 E/M Auditing Training &
Reference Guide

This manual, designed exclusively
for our E/M Auditing BootCamps
breaks down the components of

E/M auditing, explaining topics
such as history of the encounter,
medical necessity, medical
decision making, and grey areas
of auditing policies.

This manual is ideal for both new
and seasoned auditors alike.

This manual is currently in
production, but we are accepting
pre-orders. All pre-orders will be

shipped as soon as they are
available.

Click the image above for more
information and to place your pre-
order.

A Note from
PowerBuying:
Save on Office Supplies

m Advantage

Using Staples Advantage through
DoctorsManagement's
PowerBuying division can save
your organization money on office
supplies!
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Click the image above to learn more about
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A Note From Our Parent
Organization:
DoctorsManagement, LLC

Fee Schedule Workbook

The fee schedule is the most important
financial tool in any business and a medical
practice is no exception. Having a properly

prepared and defensible fee schedule is
paramount when it comes to fairly and
honestly representing the value of the

services and procedures provided by a

healthcare provider.

Click the image above to learn more and
purchase

In addition to cost savings, Staples
Advantage offers proactive
account and program
management that provides a
consultative approach to designing
and managing a program just for
your organization.

To start saving, contact Craig King
today at 8006354040 or email
cking@drsmgmt.com

Complimentary

TiptWeek

Our weekly auditing & compliance
tip emails are available to anyone
who could benefit from this
information.

If you know someone who would
like to receive these emails, invite
them to sign.

Click the image above to be
added to our emaill list!

Stay Infomed

Stay up to date with important
news and announcements from
NAMAS. Follow our social media
pages to ensure you don't miss a

beat!
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