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Chair Gross, Vice Chair Barhorst, Ranking Member Baker, and Members of the Committee:


Thank you for your service to Ohioans. I am the co-guardian and parent of adult twins who 
reside at Heinzerling Foundation, a large intermediate care facility for individuals with 
intellectual disability (ICFs).


I support HB 795.  Requiring electronic visit verification is a common sense first step to 
combating fraud.  I also support Governor DeWine’s efforts to clean up the provider rolls. But 
removing bad providers is not enough. We need to find out how so many fraudulent providers 
were approved by the Department of Medicaid and allowed to receive Medicaid payments for 
years. Likewise, in regard to Auditor Faber’s testimony, we need to find out how so many 
ineligible Medicaid recipients got onto Ohio’s Medicaid rolls.


The Committee must also take a step back and look at the macro level, specifically at State 
policy that set the conditions for fraud. Based on the executive branch’s testimony, it appears 
fraudsters are taking advantage of vulnerabilities in the home and community based services 
(HCBS) program. For years, it has been State policy to push Medicaid recipients away from 
institutional care even when individuals indicate a need and preference for it. This policy puts 
pressure on the community system and increases the risk of Medicaid fraud because community 
services, due to their less structured nature, are more difficult to regulate.


Most recently in 2015, the State instituted a process whereby it closed 1,200 private ICF beds 
and two State-run developmental centers to further rebalance the developmental disabilities (DD) 
system away from institutional care and toward community settings. The ICF closures took place 
over the vehement objections of families. This policy kills the economies of scale in the system 
as large institutional settings like ICFs allow for shared resources. For example, one nurse can 
serve 20 residents on a shift in a large ICF. Closing institutional settings put significant pressure 
on the DD labor market making direct care and nursing difficult to find and causing the State to 
rely heavily upon family caregivers.  


To understand the dramatic system change that took place as a result of the State’s policy 
preference toward community settings, I refer you to the graphs in the exhibit attached to my 
testimony.  This exhibit was created by the State of Ohio in 2017 for a federal district court case. 
Paragraph 2 of the exhibit indicates that between 2010 and 2016 alone, community services 
expanded 37% in Ohio while ICF services declined. It’s fair to question whether the State 
expanded the community services program too quickly before having appropriate safeguards in 
place to provide oversight over the program — making Ohio susceptible to fraud.




This is not to say every Medicaid recipient should receive institutional care. This is to say that a 
healthy Medicaid program requires a better balance between institutional and community care 
that is driven by individual choice — not closing valued and well-run, large institutional settings 
which alleviate pressure on the labor market by serving more people with less resources and 
which have significant oversight built into the structured model of care.  


Lastly, I wish to dispel an oft-repeated and wrong-headed talking point — that institutional care 
is too expensive vis a vis community care.  Because of their economies of scale and shared 
resources, large ICFs are the most cost effective form of care, especially for individuals with 
intensive needs. The Department of Medicaid’s own data supports the cost effectiveness of 
institutional settings. Again, see the attached exhibit, paragraphs 7 and 8.  The exhibit shows:


FY 2016 Annualized Average Cost of Private ICF:  $103,412.00.  Includes the cost of room 
and board, nursing, and case management services.


July 10, 2017 Annualized Average Cost of a Waiver for a Person Leaving a Private ICF:  
$95,858.00.  Does not include the cost of room and board, State plan services (i.e., nursing), 
or case management services.  When these costs are factored in, waiver services are as 
expensive or likely more expensive than ICFs.


Note:  The ICF is an all inclusive model of care that covers all services and room and board.  
Waivers are a fee for service program.  Waivers do not cover room and board.  Many waiver 
recipients receive taxpayer support for room and board through other programs such as HUD 
and Social Security.  These welfare payments are not included in average cost figures for 
waivers, nor are the costs of State plan nursing or case management included in waiver costs. 


Additionally, Ohio imposes a bed tax on ICFs and nursing homes which produces income for the 
State.  ICFs generate $50 million annually  in bed taxes and nursing homes generate $389 1

million annually.  The State invests this money in the Medicaid program helping to fund, in part, 2

waiver services.  As such, bed taxes are a vital funder of Ohio Medicaid and need to be 
considered when reviewing the cost-effectiveness of institutional care. 


In closing, State policy set the conditions for fraud to fester and grow in Ohio. To get fraud under 
control, the State should achieve a more healthy balance between institutional and community 
care.  This can be accomplished by ceasing the closing and downsizing of large institutional 
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settings, allowing new large institutional settings to be built, and honoring an individual’s 
freedom to choose the most appropriate care setting.


Thank you,


Caroline A. Lahrmann

Parent and co-guardian


Attachment:  Exhibit 4, Affidavit of Clay Weidner, Doc # 273-4, Ball v. Kasich, 2:16-cv-282, 
August 8, 2017.


