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Telemedicine (or telehealth) is the remote delivery of healthcare services and clinical information using 
telecommunications technology. Its use is widely viewed as a cost-effective alternative to traditional face-to-face 
consultations.  Telemedicine is rapidly becoming a substantial component of healthcare in many parts of the country, 
particularly in rural areas. 1   This paper examines how telemedicine is treated in state Medicaid programs and 
specifically how Federally Qualified Health Centers (FQHCs) are reimbursed for using technology to deliver services.   

Medicaid Reimbursement for Telemedicine 

Medicaid’s definition of telemedicine is modeled on Medicare’s telehealth services definition (42 CFR 410.78). The 
federal Medicaid statute does not recognize telemedicine as a distinct service.2 Therefore, states have the option to 
determine: 

• Whether or not to cover telemedicine;  
• What types of telemedicine to cover;  
• Where in the state it can be covered;  
• How it is provided/covered;  
• What types of telemedicine practitioners/providers may be covered/reimbursed, as long as such 

practitioners/providers are “recognized” and qualified according to Medicaid statute/regulation; and 
• How much to reimburse for telemedicine services, as long as such payments do not exceed Federal Upper 

Limits.3   

As demonstrated in Figure 1, forty-
two states provide some form of 
Medicaid reimbursement for tele-
health services.4 

States are not required to submit a 
separate State Plan Amendment 
(SPA) for coverage or reimbursement 
of telemedicine services to re-
imburse for such services the same 
way/amount that they pay for face-
to-face service, visits, and consult-
ations.5 However, if they choose to 
provide reimbursement for tele-
medicine services or components of 
                                                           
1 American Telemedicine Association. What is Telemedicine? http://www.americantelemed.org/learn/what-is-telemedicine 
2 Medicaid.gov, “Telemedicine”. http://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Delivery-Systems/Telemedicine.html 
3 Ib Id. 
4 National Conference of State Legislatures. State Coverage for TeleHealth Services. http://www.ncsl.org/research/health/state-coverage-for-
telehealth-services.aspx 
5 CMS.gov 
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Figure 1: States with Coverage for Telehealth Services, NCSL 
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telemedicine differently than is currently being reimbursed for face-to-face services, they must submit a separate 
reimbursement SPA. States are increasingly looking to telemedicine as an alternative to traditional face-to-face service 
delivery. According to the American Telemedicine Association, fifteen state legislatures and the District of Columbia 
proposed Medicaid telemedicine legislation. As of November 20, 2013, eleven states had enacted such measures.6   

According to CMS, “reimbursement for Medicaid covered services, including those with telemedicine applications, must 
satisfy federal requirements of efficiency, economy and quality of care. States are encouraged to use the flexibility 
inherent in federal law to create innovative payment methodologies for services that incorporate telemedicine 
technology. For example, states may reimburse the physician or other licensed practitioner at the distant site and 
reimburse a facility fee to the originating site. States can also reimburse any additional costs such as technical support, 
transmission charges, and equipment. These add-on costs can be incorporated into the fee-for-service rates or 
separately reimbursed as an administrative cost by the state. If they are separately billed and reimbursed, the costs 
must be linked to a covered Medicaid service”.7   

For health centers to be reimbursed for telemedicine, the state must allow for reimbursement and it must be contained 
within their scope of practice. According to a recent assessment, health centers in twenty-two states are reimbursed in 
some capacity for telemedicine (See Appendix A).8  

The Affordable Care Act and Telemedicine 

The Affordable Care Act specifically promotes the use of telemedicine in both Medicare and Medicaid and includes other 
health information technology provisions that may provide additional opportunities for the advancement of 
telemedicine. For example, it establishes a “health home” option for chronic conditions that includes “a proposal for the 
use of health information technology in providing health home services…and improving service delivery and 
coordination across the care continuum (including the use of wireless patient technology to improve coordination and 
management of care and patient adherence to recommendations made by their provider)”.9   

The CMS Innovation Center, established by the ACA, announced the initial round of awardees for the Health Care 
Innovation Awards on May 8, 2012. The awarded organizations will implement projects in communities across the 
nation that aim to deliver better health, improved care and lower costs to people enrolled in Medicare, Medicaid and 
the Children’s Health Insurance Program (CHIP), particularly those with the highest health care needs.10  Out of the total 
of 26 approved projects, 7 went to projects involving telemedicine for a total of $46 million in funding. The projects 
using telemedicine are projected to yield a combined 3-year savings of $76 million.11 

  

                                                           
6 American Telemedicine Association, 2013 State Telemedicine Legislation Tracking 
7 Medicaid.gov. op. cit 
8 The 2012 Assessment of Primary Care Associations included responses from PCAs in 34 states 
9 “Telemedicine in the Patient Protection and Affordable Care Act (2010)”. American Telemedicine Association, 2010. 
10 Health Care Innovation Awards, CMS.gov 
11 “Telemedicine wins big in first round of innovation awards”, American Telemedicine Associations blog post, May 23, 2010. 

http://www.americantelemed.org/docs/default-source/policy/state-telemedicine-legislation-matrix.pdf?sfvrsn=72


3 
 

 

APPENDIX A 

FQHC Medicaid Reimbursement for Telemedicine  

Summary of Findings 

• 34 Total Responses 
• PPS: CA, GA, LA, NM, OR 
• APM: CO, MO, TN, VT 
• FFS: IN, KS, MN, MT, NC, SC, SD, WI 
• Other: IL, MA, NY, OK, VA 
• No Reimbursement: AR, AZ, CT, DC, ID, NH, NJ, NV, OH, TX, UT, WV 

PPS                                                               APM FFS Other                      No Reimbursement 
AR     X (for primary care) 
AZ     X 
CA X (it can be part of a 

scope so it’s 
included in the PPS 
rate.  You can bill a 
face to face visit for 
a real time visit as 
long as a billable 
provider is in the 
room with the 
patient. Otherwise 
you can't bill.) 

    

CO  X    
CT     X (It does not pay for telemedicine 

but has adopted legislation 
referenced later in this survey 
regarding telemedicine.) 

DC    Unknown  
GA X     
ID     X 
IL    Health centers are 

provided their 
encounter fee when 
providing telehealth 
services for either 
the originating or 
distant site 
whichever is the 
health center.  Both 
may not receive an 
encounter fee.  
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PPS                                                               APM FFS Other                      No Reimbursement 
Patients must have 
an eligible provider 
present at all times 
at the originating 
sites.  The providers 
must be eligible 
Medicaid providers; 
however, for 
telepsychiatry 
services the distant 
site provider must 
by a physician. 

IN   X   
KS   X   
LA X     
MA    At this point, only 

included in PMPM 
management fee 
for the Patient 
Centered Medical 
Home and other 
initiatives 

 

MN   X   
MO  X    
MT   X   
NC   X   
NH     X 
NJ     X 
NM X     
NV     X (just implementing payment not 

yet effective) 
NY    The State pays PPS 

for some services.  
It depends on 
whether it meets 
the threshold visit 
definition. 

 

OH     X 
OK    Initiation of 

telemedicine is a 
separately payable 
fee, versus when a 
health center would 
be the primary 
provider of service 
away from the 
patient. 

 

OR X     
PA   X Not   
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PPS                                                               APM FFS Other                      No Reimbursement 
aware 
of any 
FQHC 
involved 
with 
telemed
icine 
currentl
y; some 
planning 
to get 
involved 

SC   X   
SD   X   
TN  X    
TX     X 
UT     X 
VA    Provider at distant 

site bills for their 
services; Originating 
site receives a 
modest origination 
fee; Our 
understanding is 
that there is 
supposed to be a 
FQHC 
reimbursement, but 
Medicaid does not 
currently pay; CMS 
no longer 
recognizes consult 
codes, sometime 
around 2010, no 
longer paying for 
NP services. 

 

VT  X    
WI   X   
WV     X 
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