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Introduction

Schools provide an array of physical, behavioral and mental health services essential for
improving student health and educational outcomes. A combination of state and federal
programs and local education funds is used to pay for school health personnel (e.g., school
nurses, mental health counselors), supports that students need (e.g., transportation, assistive or
adaptive technology) and health education services (e.g., substance use prevention). Though
school districts make great efforts to leverage existing funds, unmet health needs remain.

Over the past decade, Medicaid has become a key funding source of school-based healthcare
in all 50 states and Washington, D.C., supporting at least $8 billion annually. Prior to 2014,
schools could seek Medicaid reimbursement only for services included in a student’s
Individualized Education Program (IEP). That year, the Centers for Medicare & Medicaid
Services (CMS) broadened the rules, allowing reimbursement for all health services provided to
all Medicaid-enrolled students, including vision and hearing exams offered free to all students.

This brief discusses opportunities for states and school districts to direct reimbursement

funds back into school health services and supports. It highlights how some states have

approached this issue and shows how school health providers, families and community
members can help determine how Medicaid funding can best support local health
priorities while ensuring school districts make the most of these health resources.

Each state designs its own school Medicaid program and decides which Medicaid-eligible
providers and services to cover. With federal encouragement, many states are updating their
program to include the broadest range of school health providers eligible for Medicaid
reimbursement and all medically necessary health services as outlined under Medicaid’s Early
and Periodic Screening, Diagnostic and Treatment (EPSDT) benefit.

Healthy Schools Campaign (HSC) encourages states to implement a comprehensive school
Medicaid program that allows reimbursement for all school district-employed health providers
and all medically necessary services provided to Medicaid-enrolled students, thereby increasing
the amount of funding that can be reinvested in school health services.

908 =5

The more students The more services The more providers The greater the
covered... covered... covered... opportunity.
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The greater the number of provider types and services covered by Medicaid, the more
reimbursement districts may receive. States are also revising policies to ensure districts can
seek reimbursement for health services provided to all students enrolled in Medicaid. To date,
more than two dozen states have taken steps to expand their school Medicaid program to cover
services for students without an IEP.

This is real money. A 2024 financial impact report published by HSC details the significant
federal funding available to school districts in states that have expanded their school Medicaid
program.

Implementing a comprehensive school Medicaid program not only increases funding but also
expands opportunities to reinvest in a wide range of student health services, including additional
types of healthcare that lack other funding streams.

School Medicaid Reimbursement

School districts receive Medicaid reimbursement for the time qualified providers spend
delivering Medicaid-covered services to students enrolled in Medicaid. The more covered
services and providers included in the state Medicaid plan, the more money school districts can
receive. The amount of reimbursement is determined by a formula specific to each state. This is
the general process:

A R
R - =

School district submits State Medicaid CMS reviews claim State passes money
claim to state agency submits claim and reimburses the back to school
Medicaid agency to CMS state district

States pass all or part of the federal funds they receive back to school districts and local
education agencies (LEAs) that participate in the school Medicaid program (or, in rare cases,
localities). While CMS strongly encourages states to pass revenue back to school districts to
pay for healthcare providers (view the 2023 claiming quide), CMS lacks the statutory authority to
require it. As such, there is no federal mandate for states to return any portion of federal
matching funds to school districts, though anecdotal evidence suggests that all states return at
least some money.

The reimbursement money school districts receive is considered state funding, not federal
dollars. With few exceptions, school districts are free to use Medicaid reimbursement however
they choose; a dollar of reimbursement for school nursing services need not be reinvested in
school nursing. However, reinvestment in school health services is a common practice.
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How School Districts Use Medicaid Funds

A nationwide survey of 1,400 school district leaders conducted by HSC and national partners in
2025 found that schools largely rely on Medicaid funds to help cover school health staff and
support existing health services:

e 86% of respondents cited salaries for staff such as school nurses, school psychologists,
occupational and physical therapists and speech-language pathologists
59% cited mental and behavioral health services
46% cited assistive technology and specialized equipment for students with disabilities

Almost half of the survey respondents self-identified as being from rural school districts, where a
greater percentage of students are covered by Medicaid and there is a greater shortage of local
healthcare providers.

Reinvestment Considerations and Strategies

School districts are increasingly leveraging Medicaid to generate more revenue and expand
student health services. Developing policies or guidance on how best to utilize Medicaid
reimbursement can help school districts maximize funding for health services.

In some states, policies calling on school districts to reinvest Medicaid reimbursement into
health services may require legislation, while in others, policies could be embedded in state
Medicaid or education agencies or implemented at the school district level.

In any situation, shared decision-making must occur at both the state and district level to
develop a transparent, deliberative reinvestment process that shows how states and school
districts are using reimbursement funds. Reinvestment policies may require regular reporting
and publicly available data to foster accountability and promote idea-sharing for reinvesting in
school health services. (View Arkansas’ summary of Medicaid claims for an example of district
and state reimbursement reporting.)

Where to Focus Reinvestment

When considering how best to direct Medicaid reimbursement, the focus should be on
addressing student health needs and staffing gaps while allowing for local innovation and
control. Reinvestment should prioritize additional types of health services, particularly those for
which there are no other dedicated funding streams or resources. This includes ensuring
adequate staffing of qualified health professionals to meet student needs. The process should
be student-focused and community-driven, with public health data informing decisions.

State Medicaid and education agencies and school district representatives typically drive the
development of Medicaid reinvestment policies. Involving additional stakeholders, such as
parents, students and education and children’s health policymakers and advocates, can lead to
even stronger policies.
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States now updating their school Medicaid plan in alignment with federal guidance or
considering other policy changes might use the opportunity to develop a reimbursement policy.
But there’s no wrong time to consider how best to encourage reinvestment in health services
along with follow-up reporting and accountability mechanisms.

Federal Funding is Designed to Supplement, Not Supplant...

Under the Individuals with Disabilities Education Act (IDEA), school districts must meet
a maintenance of effort (MOE) requirement to receive federal funding. This means
districts must budget and spend at least as much state and/or local funding on the
education of children with disabilities as they did in the previous comparison year.
The goal is to ensure that federal funds supplement rather than replace state and
local funding.

For more information, visit the Center for IDEA Fiscal Reporting, which includes MOE
guidance and planning tools, and talk with special education leaders at your state

education agency and in your school district to determine how federal funding and
reimbursement policies fit in the greater school funding picture.

Control Over School Budgets

There are reasons why school district officials might not want to give up control over the school
budget or the flexibility to spend money as they see fit. Given how complex Medicaid is,
additional requirements perceived as restrictive or burdensome could discourage district
participation in the school Medicaid program.

In addition, the longstanding use of Medicaid reimbursement for IEP services may factor into
budget decisions. School districts with an embedded process for utilizing IEP reimbursement
may be more open to considering guidance for non-lEP services.

Avenues for Encouraging Reinvestment

With these considerations in mind, states and school districts might consider one or more
avenues to encourage reinvestment:

1. State legislation

2. State regulation or policy

3. School district policy

Each of these is a potential policy pathway that would provide structure for states and local
school districts seeking to use school Medicaid reimbursement to support additional school
health services. The chart below provides more detail about these approaches, highlighting their
advantages and challenges.
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Reinvestment Policy Approaches

State
Legislation

State
Regulation or
Policy

School District
Policy

Approach

State legislature
passes a law or issues
a directive requiring
school districts to
reinvest Medicaid
funding into school
health services and
staffing and to report
how the funding is
used, allowing for
local innovation and
appropriate data
collection.

State Medicaid or
education agency
issues a requirement,
guidance or
suggestion on how to
reinvest funding and
how to share
information with the
state agency.

School districts can
create their own
internal policy or
process for
reinvesting Medicaid
reimbursement.

Advantages

School districts are
accountable for
spending money on
school health
services.

State legislation also
presents an
opportunity to
educate legislators on
the important role of
school health
professionals.

Provides clear
instruction on what
school districts should
do and how to report
spending, and sets
specific expectations.
This is a more nimble
and responsive
approach than
legislation.

A hyperlocal
approach enables
school districts to
develop workable
policies that meet
their needs and
capacity.
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Challenges

Passing legislation
can be challenging,
and school districts
may oppose
restrictions on how
funds are used.

Legislators may not
fully understand
school health services
or the complexities of
school Medicaid and
inadvertently create
problems or
obstacles.

State Medicaid and
education agencies
have limited ability to
issue requirements or
impose restrictions on
how school districts
spend their money.

Creates a patchwork
of ways to direct and
report on funding, and
oversight falls on the
school district, not the
state. Sharing
information across
districts becomes a
challenge.



State Case Studies on Reinvestment Policy

The following case studies show how different state and local district policies work in practice.
While not a comprehensive list, they showcase the range of approaches states currently take.

Colorado: State Legislation With Local Flexibility

In 1997, the Colorado General Assembly passed legislation (SB-101) authorizing districts to
provide health services to children using Medicaid reimbursement funds. The legislation
stipulates that reimbursed funds be used for health services and prevention supports for all
children, based on a local needs assessment and plan.

To set priorities for these funds, school districts must develop a “local services plan” that
includes a process for community input. This plan outlines specifically how reimbursement
dollars will be spent. It must be approved by the state education agency (SEA) and undergo
annual review by both the SEA and the state Medicaid agency (SMA) to ensure compliance.

This ensures that Medicaid reimbursement supports the health and well-being of the student
population and is not diverted to a general fund or used to pay for a football field. The state
tracks health spending and publishes data on the impact of its school Medicaid program.

During the 2021-22 school year, participating Colorado school districts spent $13.4 million of
their $88.2 million in Medicaid reimbursement on mental health treatment and well-being
activities for students and staff.

Florida: Data and Reporting to the SEA

Florida requires school districts to report to the state education department how they spend
Medicaid reimbursement funds; spending categories include salaries, services, outreach, care
planning, coordination and others. Districts are encouraged to include anecdotal evidence of
how funds are used (e.g., stories from parents or news coverage) in their responses.

There are no requirements on how the districts spend the money, and the education department
does not have the authority to direct spending. The reporting requirements, however, help
highlight the importance of Medicaid reimbursement in supporting students.

The reports provide transparency into investments and offer a robust, accurate record of the
innovative ways Medicaid funding supports student health. For example, in Pinellas County,
Medicaid reimbursement was used to purchase Meta Al glasses to support students with visual
impairments.

Other examples of how Medicaid reimbursement was utilized include professional development
for occupational, physical and speech-language therapists, including a course on feeding and
swallowing that supports the implementation of new "Students Eat Safely at School"
procedures.
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Indiana: Medicaid State Guidance

In Indiana, there is no apparent requirement to reinvest Medicaid reimbursement funds in
specific school health services, though state guidance suggests that:

LEAs may use the unrestricted federal portion (typically about 66% of total payment) as
they deem appropriate, for example, to help cover costs of specialized equipment,
training, supplies, parent training, and professional development.

Indiana currently has |egislation pending that would add this language: “A school corporation
must use the funds received in providing school-based services under this section in a manner
to support school-based health programs and services.”

California — L.A. Unified School District: A Collaborative Model

In 2015, California approved legislation (SB-276) that states LEAs “must reinvest the federal
reimbursement they receive under this program in health and social services for children and
families, and develop and maintain a collaborative committee to assist them in decisions
regarding the reinvestment of federal reimbursements.”

Today, the California LEA Medi-Cal Billing Option Program (LEA BOP), the direct services
school Medicaid program, requires the formation of an LEA collaborative committee as part of
the provider participation agreement (PPA). This is a condition of state law.

The state provides guidance through the PPA on how to build an LEA collaborative;
membership must represent a diversity of stakeholders, including families, teachers, unions and
school staff. The collaborative provides feedback and leadership on how to reinvest school
Medicaid funds and holds votes to distribute the funds.

The Los Angeles Unified School District (LAUSD) receives tens of millions of dollars in
reimbursement from the school Medicaid LEA BOP program. These funds come to the district
as state dollars (not federal funds). This money is redistributed annually as one-year grants for
projects designed to support the health and well-being of the student population.

Anyone in LAUSD may submit a grant proposal, with guidelines available to help applicants..
The LEA collaborative meets twice a year to review and approve the grant applications.

Massachusetts: Reimbursement Directed to Towns

Under Massachusetts’ school Medicaid structure, Medicaid reimbursement is returned to the
local government entity as general funds rather than to the school district. Schools lack the
autonomy to leverage Medicaid reimbursement or decide how it is spent. Bills introduced in the
Massachusetts State Legislature would change this, requiring that the LEA oversee the
reimbursement instead.
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The Senate version (S.862) specifies funds be used “to fund school-based services and related
administrative activities at any school facility or school system which it operates or over which it
has direct supervision or jurisdiction. Said proceeds should not supplant existing or planned
school health funding.”

The House version (H.545) states: “Said proceeds should not supplant existing or planned
school health funding, and shall be used for such purposes including, without limitation,
school-based services and other school health programming, which may include enhanced
capacity to provide comprehensive behavioral health support, case management, health
education, social emotional learning and health support, outreach and enrollment, school health
infrastructure development, and other related school health services.”

Michigan: Reporting Requirements Around Behavioral Health

In Michigan, Intermediary School Districts (ISDs) receive general funds to enhance and expand
the availability of mental and behavioral health services and supports to K-12 students. These
funds come with reporting requirements, including questions about how ISDs will reinvest their
school Medicaid funding. Possible answers include.
e The LEA intends to continue enhancing and expanding behavioral health services in the
general education setting.
e The LEA does not intend to expand and enhance behavioral health services in the
general education setting.

The form does not collect information on how funds are used to support behavioral health
services, but it does collect broad information about ISD participation and utilization.

Vermont: State Statute Focuses on Prevention and Data

Vermont’s state education statute directs how Medicaid reimbursement is to be divided and
spent by the SEA and the school districts. The text focuses on investing in prevention and early
intervention services:

Supervisory unions shall use funds received under this section to pay for reasonable
costs of administering the Medicaid claims process, and school districts or supervisory
unions shall use funds received under this section for prevention and intervention
programs in prekindergarten through grade 12. The programs shall be designed to
facilitate early identification of and intervention with children with disabilities and to
ensure all students achieve rigorous and challenging standards approved and adopted
by the State Board or locally adopted standards. A supervisory union shall provide
annual written justification to the Secretary of Education on how it or its member districts
used the funds. Such annual submission shall show how the funds’ use is expressly
linked to those provisions of the supervisory union’s action plan that directly relate to
improving student performance. A supervisory union shall include in its annual report the
amount of the prior year’s Medicaid reimbursement revenues and the use of Medicaid
funds consistent with the purposes set forth in this subsection.
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Building A Deliberate Reinvestment Strategy

States and school districts that can answer “yes” to these guiding questions are better
positioned to ensure their reinvestment strategy advances the health needs of students while
also providing transparency and accountability.

School Medicaid Reimbursement Policy
[J Is all Medicaid reimbursement already being reinvested in school health services?
[J If yes, is the reinvestment policy explicitly addressed in school district policy, state
agency guidance or state statute, with state statute being the preferred option?
[J If addressed through school district policy or state agency guidance: Has the
state or district established oversight mechanisms?
[] If addressed through school district policy: Is data reporting standardized across
districts to ensure uniformity?
[C] Does the state agency and/or school district policy infrastructure promote (or
require) transparency in how the reimbursement funding is used?
[J Have diverse stakeholders been engaged in policy development, implementation and
subsequent refinements?
[J Has overall school health investment been trending toward, meeting or exceeding the
resources necessary to address the needs of students and families?

If your state or school district cannot affirmatively answer the above questions, the following
questions can aid in gathering more information about school Medicaid reimbursement
opportunities.

How much Medicaid reimbursement does the state receive?
[ Identify how much money each school district receives (view Arkansas’ Medicaid claims
by district and statewide).

How is reimbursement returned to the district?
[J Does the money go to the school districts? If not, where does it go?
[J Is the money reinvested into school health services, or does it go into the general
operating fund?

What state or district-level policies govern how reimbursement funds are spent?
[J How can the school district use Medicaid reimbursement funds?
[J What are the local control issues?

How does the school district currently spend Medicaid reimbursement?
[J What does the school district do with the revenue?
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What does a local needs assessment indicate about where funding is needed to support
student health?
[J What services are needed in the schools, and are there other available funding sources
for these services?
[ Are schools meeting their recommended ratios for school-based health staffing?
[J Are providers able to meet all student needs?
[CJ Would reinvesting Medicaid revenue in staffing enable health providers to better support
students?

Does anyone else want to do this?
[J Who are the key stakeholders interested in developing a reinvestment strategy?

Identify the best path forward:
[J Is this policy change or reinvestment strategy best achieved at the state or the
school-district level?
[J Who needs to make the decisions (e.g., state legislature, school district)?
[J Who are the champions for this initiative?
[J What are the effort’'s goals, milestones and timeframe?
[J How should compliance be monitored?
[CJ How can data collection and transparency be promoted?

Consider the risks:

[J What is the school district currently spending revenue on, and what choices will the
district need to make?

[J Could state legislation or policy overcorrect or have unintended consequences?

[J Could state policy or legislation stifle local innovation in the delivery of school health
services?

[J Could the new policy add an administrative burden on LEAs that would decrease
participation in the school Medicaid program?

Conclusion

Faced with a changing healthcare and education policy framework, it is important to lock in how
schools can fund health services. Every dollar of Medicaid reimbursement should be used to
further student health. Creating a flexible and transparent reinvestment policy will build
accountability, identify trends over time and help states identify opportunities for growth and
support.

Starting in 2026, states will face reductions in federal Medicaid funding, which will impact school
district budgets. Establishing a flexible policy or guidance now sets a foundation for how funding
should be spent and for navigating difficult state and local funding decisions to protect and
advance student health.
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Healthy Schools Campaign

Healthy Schools Campaign (HSC) engages stakeholders and advocates for policy changes at
the local, state and national levels to ensure that all students have access to healthy school

environments, including nutritious food, physical activity and essential health services, so they
can learn and thrive. HSC’s Healthy Students, Promising Futures initiative supports states and
school districts in expanding access to Medicaid-funded school health services. To learn more,

visit healthyschoolscampaign.org and healthystudentspromisingfutures.org.
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