
INSIGHTS

Medicare Payment 
Advisory Commission 
Discusses Telehealth, 
Inpatient Rehab and 
Physician Payments



chamberhill.com 1

Medicare Payment Advisory Commission 
Discusses Telehealth, Inpatient Rehab and 
Physician Payments

On April 11, 2024, the Medicare Payment Advisory Commission (MedPAC) met to discuss work for their 
June 2024 report and beyond. The June report contains recommendations and research on where 
Medicare should go in the future – and is usually filled with new ideas and innovations.

TELEHEALTH

The first session centered around Commission work on telehealth benefits in Medicare. Commission 
staff reviewed the current state of government telehealth programs and also presented data on use 
of telehealth by beneficiaries and clinicians. Staff also focused on providers who offer their services 
exclusively through telehealth. 

Commissioner discussion centered around utilization, behavioral health access, and competition 
between telehealth-only providers and those providers still working out of brick-and-mortar institutions. 
Many commissioners were quick to highlight the fact that they don’t want to do anything that will limit 
access to behavioral health services – or to telehealth in general. Commissioner Scott Sarran pointed 
out that MedPAC needs to focus on access first, and then they can focus on quality and program integrity. 
Commission staff pointed out that 21% of behavioral health clinicians provide telehealth (as compared to 
1% use by all clinicians) and that this might be one of the ways that the lack of behavioral health access 
could be addressed. Commissioners also debated whether telehealth-only providers have a competitive 
market advantage to those clinicians that still have offices and staff – but there was no agreement on 
whether this was true or not. The Commission’s next steps will likely be to analyze outliers to try to focus 
on possible overuse in telehealth and to break down the use of telehealth further by type of service (i.e., 
mental/behavioral health vs. primary care).

The Commission declined to lay out next steps on telehealth and pointed out that this work would not be 
included in the June Report to Congress.
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INPATIENT REHABILITATION FACILITIES

The second session focused on changing payment rates to inpatient rehabilitation facilities (IRF). Staff 
work focused on the very high margins within the IRF sector and how there is preliminary evidence of 
“non-compliant” Medicare admissions to IRFs where the patient did not need that level of treatment). 

Commissioners generally agreed that something needed to be done to reign in IRF spending but there 
was not agreement as to what. Commission staff outlined three ideas of lowering IRF payments to equal:

1.	 To SNF rates for identical services

2.	 IRF reported aggregate costs

3.	 A blend of current IRF payments and costs

The calculated impact of #1 would be a rate reduction of -66%. Commissioners agreed this was a non-
starter. However, option 2 on lowering payments to levels of IRF reported aggregate costs received a 
lot of support. Commissioners also discussed not changing the payment calculation, but to continue 
recommending cuts to IRFs in their annual payment updates to Congress or increasing the IRF compliance 
threshold back up to 75%. (Note – the current compliance threshold states that 60% of an IRF’s total 
patient population must require intensive rehabilitation services for the treatment of one or more of the 
specified conditions). This work will be a chapter in the June Report to Congress.

PHYSICIAN FEE SCHEDULE

The third session focused on alternative approaches for updating the Medicare physician fee schedule. 
MedPAC analysis has not found any problems with beneficiary access to care for many years. However, 
the Commission staff outlined three concerns with the current Medicare physician fee schedule payment 
system:

1.	 The Medicare Economic Index (MEI) is projected to exceed physician fee schedule update 
by more than it did in the past. (MEI growth has outpaced the fee schedule update by 
more than 1% for two decades).

2.	 Site-of-service payment differentials (i.e. Medicare paying differently for the same service 
when performed in different settings like physician officers vs. hospital outpatient 
departments) are encouraging vertical integration and the difference in rates is growing 
larger.

3.	 Current law updates provide weak incentives to participate in alternative payment models 
(APMs) when the participation bonus and differential updates sunset.
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Staff put forth three ideas for consideration:

1.	 Update practice expense (PE) Relative Value units (RVUs) by the hospital market basket 
minus productivity.

2.	 Update all RVUs by MEI minus 1%, with a floor of half-of-MEI.

3.	 Extend the A-APM participation bonus for a few years.

There was spirited commissioner debate around the three options. Commissioners were equally split 
between option 1 or option 2. Most commissioners wanted to extend the APM bonus regardless of 
whether option 1 or option 2 was chosen and felt option 3 could be rolled into either scenario. Multiple 
commissioners also brought up the idea of eliminating the 10- and 90-day global surgical codes to 
fund the APM bonus. Commissioners also discussed ways to improve the accuracy of work RVUs and 
Commissioners also engaged in discussions around site-neutral payments. 

In the end, the Commission was explicit in stating that there was no agreement on any option, that the 
work would continue, and that this would not be a chapter in the June Report to Congress. 

We trust you found this summary useful. Please reach out to us with any questions.
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