
 
 
 
 
 
 
 
March 13, 2003 
 
 
 
 

Geraldine J. Sawrey 
Letter of Clarification:   FY03-06 
Medicaid Reimbursement 

Director of Special Education 
P.O. Box 446 
Huntington, WV 25709 
 
Dear Ms. Sawrey: 
 
        In response to your request for clarification regarding the utilization of Medicaid 
reimbursement monies, Part B, Section 612 of the Individuals with Disabilities Education Act 
(IDEA) addresses the financial responsibility of non-education agencies, including Medicaid, in 
providing health related and special education services and the prohibition against the 
supplantation of federal, state, and local funds expended for special education and related 
services.  However, at this time, the utilization of the Medicaid reimbursement is a county issue.  
I have been informed by Joe Panetta, Executive Director, Office of School Finance, that this 
issue will be addressed administratively by the West Virginia Department of Education.  In the 
interim, responses to your specific questions are being provided. 
 
1.   Should districts utilize Medicaid reimbursement funds to address the needs of special 
education students or may the district utilize the funds for whatever purpose it so chooses?       
 
Response:      
 
The Medicaid administration initially adopted a policy that Medicaid funds would not be 
available for health related services provided within the education system.  Through advocacy 
actions and court cases brought about by education agencies, the Medicare Catastrophic 
Coverage Act was passed in 1988.  It provided that Medicaid would pay for services provided to 
Medicaid-enrolled children with special health care needs on their Individual Education Plans 
(IEPs) and Individual Family Service Plans (IFSPs).  This was reinforced in the Omnibus Budget 
Reconciliation Act of 1989.  The IDEA in 1990 and its 1997 reauthorization further provided 
that any public agency, including Medicaid, is obligated under Federal or State law to “pay for 
any services that are also considered special education or related services” [§612(a)(12)(B)(i)].    
Accordingly, West Virginia legislation authorized local education agencies (LEAs) to become 
Medicaid providers in March 1990 in order to “maximize federal reimbursement” as it relates to 
the Medicaid program (WV Code §18-2-5b).            
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The IDEA also states that “funds paid to a State under this part will be used to supplement the 
level of Federal, State, and local funds (including funds that are not under the direct control of 
State or local educational agencies) expended for special education and related services provided 
to children with disabilities under this part and in no case to supplant such Federal, State, and 
local funds, except that, where the State provides clear and convincing evidence that all children 
with disabilities have available to them a free appropriate public education, the Secretary may 
waive, in whole or in part, the requirements of this subparagraph if the Secretary concurs with 
the evidence provided by the State” [§612(a)(18)(C)]. 
 
Therefore, the intent of the IDEA was that Medicaid reimbursement funds generated by 
Medicaid-enrolled students receiving special education and related services would be used to 
supplement the federal, state, and local funds available to LEAs for these services.  Further, the 
federal legislation implies that Medicaid reimbursement funds will be used in the same manner 
as IDEA Part B funds. Again, Medicaid reimbursement funds cannot supplant the current funds 
used by LEAs to provide a free appropriate public education to IDEA-eligible students.                                         
 
2.   If the answer to the above question is that Medicaid reimbursement funds should be utilized 
to support special education, are there any restrictions on its utilization (such as equipment or 
materials) or may it be used to support a wide variety of costs associated with the appropriate 
provision of special education services (such as supplemental salaries for special educators to 
promote recruitment and retention or staff development for special education staff)?  
 
Response: 
 
Based on the intent of the IDEA that Medicaid funds provided to LEAs are to be used to 
supplement the level of federal, state, and local funds expended for special education and related 
services provided to students with disabilities and the implication that these funds are to be used 
in the same manner as the IDEA Part B funds, it is clear that Medicaid funds should be used to 
support and enhance the provision of services.  IDEA does not stipulate the use of the funds 
beyond that.  
 
3.   If Medicaid reimbursement funds are utilized to fund staff positions above and beyond those 
outlined in the district’s federal grant, must these positions be counted against the district’s cap 
of positions allowed under the state formula?  
 
Response: 
 
Since the Medicaid reimbursement is tenuous in nature, based on the changing Medicaid 
eligibility status of students and the availability of federal funds, LEAs must first use state public 
support monies to fund staff positions, then supplement with its state and local funds or IDEA 
Part B funds.  The Medicaid reimbursement could then be utilized to supplement that funding as 
provided by the IDEA.  If a LEA utilizes the Medicaid reimbursement to fund staff positions, it  
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runs the risk of reducing the level of state and local support from the preceding year, which 
would be supplanting funds.  However, if the LEA chooses to utilize the Medicaid 
reimbursement to fund an additional staff position, such as a personal care one-on-one aide that 
is directly billed to Medicaid, the LEA must code that position as supported by federal funds.  
This will prevent the position from being counted against the LEA’s cap on positions allowed 
under the state public support formula.     
 
4.   Are Medicaid reimbursement funds regarded as federal funds and thus subject to the 
regulations that guide the use of such funds, or are Medicaid reimbursement funds regarded as 
county funds since they are directed to fund 11?       
 
Response: 
 
Medicaid reimbursement is federal funding; however, as stated previously, the only regulations 
that guide the use of the Medicaid funds are the IDEA regulations.  Once the LEA receives the 
Medicaid reimbursement, the monies are then treated as local funds to supplement the provision 
of special education and related services.   
 
        If you have further questions, please contact Vicki Mohnacky, Medicaid Coordinator, or me 
at 1-800-642-8541 or 558-2696 (V/TDD). 
 
                                                                                 Sincerely, 
 
 
 
                                                                                Dee Braley, Ed.D. 
                                                                                Executive Director 
       Office of Special Education 
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