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As highlighted in Part One of this four-part series, the 

Centers for Medicare and Medicaid Services (CMS) is 

increasingly recognizing the value associated with the 

provision of telemedicine services.
1
 For calendar year 

2016, CMS is reimbursing more than 20 different 

telehealth services, including the practice of 

telemedicine in pharmacologic management, behavioral 

neurology, and end-stage renal disease.
2
 This trend 

toward heightened reimbursement for telemedicine 

services is also occurring among commercial payors, in 

contexts such as video diagnoses and remote monitoring 

for chronic conditions.
3
 The second installment in this 

Health Capital Topics’ four-part series on telemedicine 

will examine the telemedicine reimbursement 

environment in light of legislative trends and economic 

conditions impacting health care delivery. 

In order for a telemedicine service to be reimbursed by 

Medicare, the service must be: (1) on the list of eligible 

services; (2) “furnished via an interactive 

telecommunications system;” (3) “furnished by a 

physician or other authorized personnel;” (4) 

“furnished to an eligible telehealth individual;” and, (5) 

the “individual receiving the service must be located in 

a telehealth originating site.”
4
 Each year, CMS 

publishes updates to the list of reimbursable 

telemedicine services in the Medicare Physician Fee 

Schedule (MPFS).
5
 When determining which services to 

add to the list each year, CMS organizes telemedicine 

services into two categories: (1) services similar to 

professional consultations and office visits that are 

currently listed as reimbursable and (2) services that are 

not similar to any other services listed as reimbursable.
6
  

CMS continues to expand the list of reimbursable 

telemedicine services each year. For example, from 

2015 to 2016, CMS increased the number of 

reimbursable services from 75 to 81.
7
 These codes 

consist of psychiatry; psychotherapy; end-stage renal 

disease visits (2016 added home dialysis also); a variety 

of evaluation and management services for outpatient 

care and subsequent hospital care; prolonged service in 

the outpatient setting (2016 added inpatient as well); 

alcohol intervention services; skilled nursing facility 

subsequent services; smoking cessation treatment; and 

many others.
8
 CMS considered input from commenters, 

but ultimately rejected providing reimbursement for 

telemedicine services for: rehabilitation services, 

palliative care, pain management, and patient navigation 

services for cancer patients.
9
 CMS came to this 

determination because it found no clinical benefits in 

allowing telecommunications for these services.
10

 

As of July 2015, 47 states mandated that their Medicaid 

programs provide reimbursement for some form of 

healthcare service furnished via live video (up 7% from 

44 states in 2014).
11

 A recent study conducted by three 

health policy experts analyzing the Great Lakes region 

found that state level changes to Medicaid and 

commercial payer policies have a significant effect on 

Medicare utilization.
12

 In Illinois, Medicaid utilization 

grew by 173% in 2012 after the state expanded 

Medicaid coverage in 2011, and in Michigan, Medicare 

utilization grew by 78% in 2013 after the state’s 

commercial payer telemedicine parity law went into 

effect in 2012.
13

 By contrast, surrounding states with no 

significant telemedicine policy demonstrated varied 

annual Medicare telemedicine utilization growth with 

no discernible pattern.
14

 In summation, the study 

suggested that state telemedicine reimbursement 

policies appear to have notable impacts on the practical 

viability of telemedicine programs that bill Medicare for 

telemedicine solutions.
15

 

The complexity of the current telemedicine financial 

landscape is complicated by reimbursement structures 

that vary widely from state to state.
16

 Fifteen states have 

enacted laws requiring commercial insurers to 

reimburse for telemedicine services if the same service 

would be eligible for reimbursement when provided in 

person.
17

 Thirty-two states and the District of Columbia 

have passed some form of parity law requiring 

commercial insurers to cover telemedicine services.
18

 

Federal lawmakers have taken note, and several 

congressional efforts to add uniformity and expand the 

Medicare reimbursement of telemedicine are 

underway.
19

 

In 2015, Congress introduced a number of bills that 

would expand coverage of telemedicine to all 

beneficiaries of Medicare, not just those in rural or 

semi-rural areas as currently allowed; however, none of 

the bills were approved by either congressional 

chamber.
20

  Although recent bills reflect increasing 

support of expanding the Medicare reimbursement of 

telemedicine, a lack of consensus has prevented 

lawmakers from passing such bills.
21

  The latest effort to 
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expand Medicare telemedicine reimbursement was 

introduced on February 3, 2016 as the Creating 

Opportunities Now for Necessary and Effective Care 

Technologies for Health Act (CONNECT for Health 

Act), which is a bipartisan, bicameral bill
22

 that would 

remove several of the current constraints on Medicare 

telemedicine reimbursement,
23

 including clinical video 

conferencing and remote patient monitoring.
24

 The 

legislation will result in higher quality of care while 

decreasing federal spending by $1.8 billion.
25

  More 

than 60 organizations, including professional 

associations such as the American Medical Association 

(AMA) and Federation of State Medical Boards 

(FSMB), have come out in support of the CONNECT 

for Health Act.
26

 

The reimbursement environment for telemedicine 

services is expected to continue to evolve in future 

years. The FSMB has issued a Model Policy for the 

Appropriate Use of Telemedicine Technologies in the 

Practice of Medicine which calls for clear disclosure of 

both “fees for services and how payment is to be 

made.”
27

  In addition, the AMA has adopted a list of 

guiding principles for ensuring the appropriate coverage 

of, and payment for, telemedicine services in connection 

with several demonstration projects already underway 

with CMS;
28

 however, the AMA has expressed concerns 

about the return on investment (ROI) providers would 

receive by investing in telemedicine services.
29

 

Although commercial insurance companies currently 

reimburse for a wide variety of telemedicine services, 

there is still no widely-accepted standard for 

reimbursement of telemedicine services from private 

payors.
30

 

The next article in this four-part series will discuss the 

competitive environment in the telemedicine industry, 

including challenges and potential initiatives that may 

influence the larger telemedicine market. 
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