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Documenting Medical Necessity is a Requirement
for School-Based Medicaid Services

Bottom Line: All services delivered in schools must be documented as medically
necessary by a qualified health provider to be reimbursable by Medicaid. This
documentation must be included in the student'’s file.

What is Medical Necessity?

The term “medical necessity” refers to the services or supplies needed to diagnose, treat or
manage an illness, injury, condition, disease or its symptoms. In other words, it's the care a
health provider deems essential in line with medical standards (e.g., type, frequency, duration).

The Centers for Medicare and Medicaid Services (CMS) describes a broad standard for
coverage without providing a prescriptive formula. States can establish their own parameters for
medical necessity, so long as they are not more restrictive than federal regulations. In general,
states define medically necessary services as those that prevent or lessen the impact of a
condition or improve or restore health.

Why is Medical Necessity a School Medicaid Issue?

Services must be medically necessary to be reimbursed by Medicaid. This applies to all
settings, including medical offices, hospitals and schools.

Which State Agency Determines Medical Necessity Criteria?

State Medicaid agencies determine medical necessity criteria and can make decisions about its
application in schools. For example, according to CMS, “The State Medicaid Agency determines
if medical necessity can be presumptive when services are preventive in nature and targeted at
a general population group.”



https://nashp.org/state-tracker/state-definitions-of-medical-necessity-under-the-medicaid-epsdt-benefit/

How is Medical Necessity Proven?

Written documentation of medical necessity, signed by a qualified health provider, is required for
all school health services submitted for Medicaid reimbursement, regardless of where the
service is delivered. At each appointment, the provider needs to document the student’s name,
date, time and location as well as all information needed to demonstrate medical necessity.

Is Medical Necessity Required for Prevention and Early Intervention
Services?

Medical necessity documentation is required for all services, including preventive services,
before Medicaid reimbursement is possible. According to CMS, “States may choose whether to
allow the [American Academy of Pediatrics ] AAP periodicity schedule as documentation of
medical necessity for screening and preventive services.”

Key Resources

e Best Practices for Reimbursement and Service Documentation for Medicaid
School-Based Services: This CMS webinar slide deck describes federal and state
expectations for medical necessity and service documentation requirements for
reimbursement.

e School-Based Services for Students Enrolled in Medicaid: The Medicaid and CHIP
Payment and Access Commission provides an overview of federal regulatory policies on
school health services, including medical necessity requirements.

e State Definitions of Medical Necessity Under the Medicaid EPSDT Benefit: The National
Academy for State Health Policy provides specific medical necessity definitions for all 50
states.

e Documenting Medical Necessity Through Plans of Care: This Healthy Students,
Promising Futures policy brief explains the importance of using a plan of care to
document medical necessity and offers guidance on implementing plans of care for
students without an IEP or 504 plan.



https://www.medicaid.gov/resources-for-states/downloads/implementing-sbs-webinar-slides.pdf
https://www.medicaid.gov/resources-for-states/downloads/implementing-sbs-webinar-slides.pdf
https://www.macpac.gov/wp-content/uploads/2024/04/School-Based-Services-for-Students-Enrolled-in-Medicaid.pdf
https://nashp.org/state-tracker/state-definitions-of-medical-necessity-under-the-medicaid-epsdt-benefit/
https://healthystudentspromisingfutures.org/resources/school-medicaid-documenting-medical-necessity-through-plans-of-care/

