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To:     Honorable Members of the Special Investigative Committee 
           Illinois House of Representatives 
 
From:  Illinois Department of Healthcare of Family Services 
 
Date:   December 22, 2008 
 
Re:      Documents Requested on December 18, 2008 
 
 
Attached is a resubmission of documents that have been requested by the Special Investigative 
Committee which was originally sent to your office on December 18, 2008.  The Department 
of Healthcare and Family Services' Office of the General Counsel has identified certain 
information that must be redacted in order to protect the confidential nature of the 
information, as well as to prevent any possible fraudulent use of the information if it is 
released to the general public.  The information redacted consists of provider numbers, payee 
numbers, federal tax identification numbers and bank account numbers. 
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Rod R. Blagojevich, Governor 
         Barry S. Maram, Director

      
201 South Grand Avenue East      Telephone: (217) 782-1200 
Springfield, Illinois 62763-0002          TTY: (800) 526-5812 

    
    

   
To: Honorable Members of the Special Investigative Committee 

Illinois House of Representatives 

From: Illinois Department of Healthcare and Family Services 

Date: December 18, 2008 

Re: Additional Information requested by the Special Investigative Committee 

Attached are documents containing information requested by the Special Investigative Committee 
during the appearance of Director Barry Maram and Chief of Staff Tamara Hoffman before the 
committee earlier today.  Per the request of the chair, the Department is providing all information 
requested to all committee members.   

The Department was invited to appear before the committee with less than 24 hours notice and, at the 
hearing today, was subsequently asked to provide information that it did not anticipate the committee 
would request.  This information was gathered immediately.  The Department asks that if members are 
not satisfied that the attached information fulfills requests made at the hearing, please contact the 
Department. 

Attached is a summary of Joint Committee on Administrative Rules action on previous Family 
Care expansions. 

As stated in testimony today, the amount of premiums collected since the inception of the FamilyCare 
expansion is $1.7 million, and attached are the following: 

1. Sample invoices and statements sent by the Department to FamilyCare participants for premiums 
due.

2. Department procedures for billing and collection of premiums, confirming the deposit of 
premium payments into the General Revenue Fund with the corresponding account receipt code 
noted.



Regarding communication to providers, attached is sample remittance advice language sent to 
affected FamilyCare providers as referred to in Director Maram’s testimony and subsequent to 
the April 15th, 2008 injunction concerning the emergency rule. 

Regarding payment for legal services, attached are the interagency agreements between HFS and 
the Governor’s office for the legal representation of Barnes and Thornburg, LLP in Caro v. 
Blagojevich, et al, as well as all invoices to date. 

Regarding communication to caseworkers, attached are Policy Memoranda regarding the 
FamilyCare expansion at three points in time, November 2007, April 2008 and June 2008. 

Regarding responses to the Freedom of Information Act (FOIA), attached are copies of the 
Associated Press’ FOIA request and the Department’s responses. 

Regarding the decision to move forward and the use of the proposed rule to continue the 
FamilyCare expansion, the expansion was a Governor’s office initiative and the Department 
acted in conjunction with the Governor’s office and consistently with the advice of counsel on 
the issue of the authority to expand the FamilyCare program. There is currently litigation 
pending regarding the expansion of the FamilyCare program and the Department has no intent 
to waive any privilege.  Therefore, to the extent your questions bear on privileged information, 
the Department respectively declines to answer.

Regarding the decision not to submit a separate rule to split the populations (below 185% FPL 
and above 185% FPL, the expansion of the FamilyCare program was a Governor’s office 
initiative and the Department acted in conjunction with the Governor’s office and consistently 
with the advice of counsel on the issue of the authority to submit one rule regarding the 
expansion of the FamilyCare program. There is currently litigation pending regarding the 
expansion of the FamilyCare program and the Department has no intent to waive any privilege.  
Therefore, to the extent your question bears on privileged information, the Department 
respectively declines to answer. 

Regarding enrollment in FamilyCare expansion, attached is a table depicting monthly 
enrollment.   

Regarding the cost of the FamilyCare expansion, as included in Director Maram’s written 
statement, the Department has incurred $6.3 million in cost to date. 

Also attached is a copy of Director Maram’s opening statement to the committee, which contains 
references to the availability of information on litigation concerning the expansion of the 
FamilyCare program.  Public documents filed in that litigation, Richard P. Caro, et al v. Hon 
Rod Blagojevich, et al may be obtained at the offices of the Clerk of the Circuit Court of Cook 
County.

If you have questions or require additional information, please contact the Department (217) 782-7755. 
   



JCAR VOTING HISTORY FOR FAMILYCARE EXPANSIONS UNDER 
CIRCUMSTANCES SIMILAR TO CURRENT EXPANSION

Part 120.30:  Pre-expansion coverage – parents covered to flat MANG C standard 
22 Ill. Reg.19875 - Effective Date: 10-30-98 
Statutory Authority:  Public Aid Code 
Federal Funding Authority:  Title XIX State Medicaid Plan 
JCAR Vote:  No Objection; December 15, 1998 
JCAR Members in Attendance:  Sen. Bradley Burzynski (R), Sen. Beverly Fawell (R), 
Sen. Steve Rauschenberger (R), Sen. Jim Rea (D), Rep. Philip Novak (D), Rep. Coy 
Pugh (D), Rep. Tom Ryder (R), Rep. Dan Rutherford (R)  

Part 120.32:  Expanded coverage above Part 120.30 levels 49% FPL 
26 Ill. Reg. 15051 – Effective Date 10-01-02 
Statutory Authority:  Public Aid Code/Illinois Children’s Health Insurance Program Act 
Federal Funding Authority:  Title XXI* Per HIFA waiver until 9/30/07, TXIX SPA 
pending for coverage beginning 10/1/07 
JCAR Vote:  No Objection; November 19, 2002 
JCAR Members in Attendance:  Sen. Bradley Burzynski (R), Sen. Lisa Madigan (D – 
current Illinois Attorney General), Sen. Barack Obama (D – current President-elect), Sen. 
Steve Rauschenberger (R), Rep. Steve Davis (D), Rep. Dan Rutherford (R), Rep. Art 
Tenhouse (R) 

Part 120.32:  Expanded coverage above Part 120.30 levels to 90% FPL 
27 Ill. Reg. 10793 – Effective Date: 7-18-03 
Statutory Authority:  Public Aid Code/Illinois Children’s Health Insurance Program Act 
Federal Funding Authority:  Title XXI* Per HIFA waiver until 9/30/07, TXIX SPA 
pending for coverage beginning 10/1/07 
JCAR Vote:  No Objection; August 12, 2003 
JCAR Members in Attendance:  Sen. Bradley Burzynski (R), Sen. Maggie Crotty (D), 
Sen. Steve Rauschenberger (R), Sen. Dan Rutherford (R), Rep. Brent Hassert (R), Rep 
David Leitch (R), Rep. Rosemary Mulligan (R) 











Client Billing and Collecting Processes 

Billing – Invoices and Statements
Invoices:  Initial bill when client enters program 

Client record received in accounting system via interface from client 
eligibility system each day when new case established.  The client record 
contains 12 months of eligibility data for client. 
Paper invoice generated and mailed to client for initial month’s charges. 

Statement:  Monthly statement of account 
Statement of account reflecting current month activity, including monthly 
premium billed and payment(s) since the previous statement. 
Monthly premium is billed in advance (i.e. December statement is for 
January coverage) and due by the end of the month billed. 
Paper statement generated and mailed to the client no later than the 15th of 
each month. 

Premium Collections
Premiums are due monthly. 
Payments accepted via mail by personal check, money order, cashiers check, 
credit card and e-check are receipted by the Bureau of Fiscal Operations at 
Churchill Road. 
Electronic payments accepted in the form of credit card and e-check are receipted 
through the Internet via the Treasurer’s E-Pay System or via Interactive Voice 
Response (IVR) System and telephone operator by the Bureau of Fiscal 
Operations at Churchill Road as well. 
All payments receipted are deposited with the State Treasurer in Receipt Account 
Code 478-495-080-0001 (Revenue Source Code 1500) into the State’s General 
Revenue Fund. 

Effective for Family Care clients November 2007 
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Testimony of Barry S. Maram 
Before the Special Investigative Committee 

December 18, 2008 

My name is Barry Maram, I am the Director of the Illinois Department of Healthcare and 

Family Services.  I am here in response to a letter received from the House Majority Leader 

requesting my appearance and have voluntarily appeared to testify in regard to the FamilyCare 

Program expansion.  This matter is the subject of litigation in the Circuit Court of Cook County 

and the Illinois Supreme Court under the caption, Richard P. Caro, et al v. Hon. Rod 

Blagojevich, et al.  I am represented here by Larry D. Blust, one of the Special Assistant 

Attorneys General appointed to represent the Department in Caro.  In light of the pending 

litigation, the Department is not waiving its attorney-client privilege in regard to this matter.  

Thus, I cannot respond to any questions regarding privileged communications with the various 

attorneys representing the Department in this matter and may consult the Department’s attorneys 

before responding to any questions asked here.  Much of the information regarding this 

expansion is available to the Committee as public documents filed in the Caro litigation.  For a 

fuller explanation of this expansion and the issues in regard thereto and the documents 

establishing what happened, I invite you to examine the record in the Caro case.

I would like to give you a brief background regarding the FamilyCare Program.  Illinois 

has participated in the federal government’s State Children’s Health Insurance Program, 

commonly called SCHIP, since its enactment in 1997.  In 2001, the federal government 

encouraged states to submit waivers to obtain federal funds for health insurance coverage for 

parents and caretakers of children enrolled in the SCHIP program.  In 2002, the General 

Assembly added Section 40(c) to the State’s CHIPA statute authorizing the State to participate in 



the waiver program and HFS submitted a waiver to provide for the coverage to the eligible 

adults.  Section 40(c) originally directed HFS to set the income eligibility level at no more than 

65% of the Federal Poverty Level (commonly referred to as the FPL).  In 2003, the legislature 

amended Section 40(c) both to allow HFS to establish the maximum income eligibility level and 

to require a minimum level of 90% of FPL, thus removing the 65% cap. 

At the time the waiver program was instituted, the general medical assistance statute 

under the Illinois Public Aid Code, 305 ILCS 5/5-2(2)(b), authorized the Department to 

disregard federal income eligibility levels for cash assistance grants and establish such levels for 

medical assistance by regulation.  At that time, adults with incomes up to 35 to 38% of the FPL, 

depending on family size, were covered under Medical assistance and the state claimed federal 

matching funds for them under Medicaid.  Because the state received a larger reimbursement 

under the SCHIP waiver program (65%) than under Medicaid (50%), the Department elected to 

claim those adults with income above the existing medical assistance standards under the SCHIP 

rather than Medicaid. The SCHIP waiver program was called FamilyCare by the Department.   

HFS initially set the FamilyCare maximum income level at 49% of FPL by regulation.  

To comply with the minimum eligibility level set by the legislature in 2003, the Department 

amended this to 90% FPL.  Thereafter HFS has increased income eligibility levels by regulation 

as funds became available by raising the income level to 133% of FPL in 2004 and to 185% of 

FPL in 2006.  None of these increases or HFS’ authority to set the income standard were ever 

challenged.

In the fall of 2007 the scope of SCHIP and the waiver became uncertain as Congress and 

President Bush disagreed on the breadth of funding and, thus, the breadth of coverage under state 

waivers.  SCHIP and the corresponding waiver for adults were set to expire in September of 
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2007.  SCHIP was subsequently extended to December 31, 2007.  In August and November of 

2007, Congress passed two separate bills to reauthorize SCHIP and expand its funding, which 

would enable states to set higher income eligibility levels for the waiver.  Congress desired to 

expand funding to permit coverage of families of four earning almost $83,000 (400% of the 

FPL).  President Bush vetoed these bills and the vetoes were not overridden. 

The outcome of the SCHIP reauthorization fight was crucial to Illinois because it would 

lose the extra 15% of federal match from SCHIP versus Medicaid if the waiver was not 

reauthorized.  Thus, HFS waited to see whether an expansion of the waiver would occur.  When 

the battle between the President and Congress was lost and HFS could not wait any longer, it 

promulgated on November 7, 2007, the emergency rule at issue in the Caro case.  SCHIP was 

ultimately reauthorized for a short period without any authority for funding the waiver program.   

The Family care rules did two things.  First, they moved the adults in the expiring SCHIP 

waiver program (i.e., those approximately 150,000 adults between 35% FPL and 185% FPL) to 

the general medical assistance program.  Second, the Department, pursuant to its regulatory 

authority, incrementally expanded the income eligibility for the family care program, similar to 

the expansions in 2003, 2004 and 2006, from 185% FPL to 400% FPL.  The expansion of the 

program to 400% FPL matched the level approved by Congress and recommended by the 

bi-partisan Illinois Adequate Health Task Force.

Both regulatory changes were promulgated pursuant to the statutory authority delegating 

to the Department the setting of maximum income levels for medical assistance subject to the 

general standard limiting such assistance to those who do not have sufficient income and 

resources to meet the costs of necessary medical care.  This statute requires that the Governor 

approve the expansion in eligibility, which he did.

3



The Department, in exercising its statutorily delegated authority to set the maximum 

income level for medical assistance consistent with need, not only relied on the level approved 

by Congress and recommended by the Adequate Health Task Force but put safeguards into the 

regulations requiring that individuals in the expansion population must generally have been 

without health insurance for the preceding 12 months and must pay substantial fees to participate 

to assure that participants would not select State assistance if affordable private coverage were 

available.

The incremental expansion from 185% to 400% FPL has been described in the media and 

referred to by the Plaintiffs in the Caro case as a huge expansion of health care and an expense 

totaling tens of millions of dollars.  In fact, in the five months before enrollment of adults over 

133% FPL was suspended by the Department in response to the litigation, fewer than 5,000 

participants above 185% FPL had enrolled in the FamilyCare Program.  This is not surprising 

since the prior expansion in 2006 from 133% to 185% FPL had only added approximately 20,-

000 participants by November 2007.  The incurred cost of the expansion from 185% to 400% 

FPL from November 2007 through November 2008 has not exceeded $6.3 million.  These costs 

have been partially offset by the premiums collected from participants.   

To the Department’s surprise JCAR objected to the expansion from 185% to 400% as not 

authorized by the legislature although it stated that it did not have any problem with the 

movement of participants from the SCHIP waiver program to the general medical assistance 

program.  Mr. Caro, Mr. Gidwitz and Mr. Baise sued the Department and the Governor in 

November 2007 alleging numerous defects in the regulations promulgated by the Department, 

including that the Department lacked statutory authority to promulgate the regulations, if the 

4



regulations were authorized the statute so authorizing them was unconstitutional and the 

regulations were invalid due to JCAR’s objection to them.   

The court has never held that the Department lacked authority to set the maximum 

income level for the program consistent with the general need standard of the statute.  Instead, 

the trial court has held in rulings on preliminary injunction requests that the general medical 

assistance statute requires that all eligibility standards for cash welfare grants must be imposed 

on those covered by the statute.  This ruling has been affirmed by the appellate court.  Despite 

the Plaintiffs’ statement that they are only challenging the less than 5,000 participants in the 

expansion population, this statutory interpretation, if ultimately held to be correct, would mean 

that the Department could cover participants at any income level meeting the need standard 

including 400% only if they meet the cash welfare grant standards as to employment, job 

seeking, etc.  Thus, this requirement, if ultimately sustained, would potentially affect all of the 

approximately 400,000 adults receiving medical assistance except the approximately 11,200 

adults receiving cash grants.  If the Department imposed these requirements, ironically and 

tragically the participants least likely to meet them would be those with the lowest income.  

The Department has never imposed these requirements for medical assistance because the 

federal welfare reform legislation passed in the Clinton administration forbids such rules for 

Medicaid plan participants.  Eligibility for TANF and Medicaid must be “de-linked”, as 

Congress intended for the TANF program to shrink over time while Medicaid was continued to 

support working families. Moreover, as evidenced by the change in the State AFDC program to 

TANF, Temporary Assistance for Needy Families, at the time of the Clinton administration 

welfare reform, and JCAR’s failure to object to transfer of the FamilyCare participants above 35-

38% through 133% FPL to the general medical assistance category, the General Assembly has 
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never interpreted these requirements as applicable to medical assistance participants not 

receiving cash grants either.  This is why the Department asked for and received a stay of the 

trial court’s orders from the Illinois Supreme Court.  In addition, approval by the federal 

government of the Department’s pending Medicaid state plan amendment filed in December 

2007 to cover FamilyCare participants effective October 1, 2007 which will permit the state to 

claim the 50% match for the FamilyCare participants has been held up pending resolution of the 

lawsuit.

The two orders entered by the trial court have been obeyed by the Department from the 

date they were entered until the Supreme Court stay was granted.  The first order entered on 

April 15, 2008 provides merely that the Department and myself as Director are, and I quote, 

“preliminary enjoined from enforcing the Emergency Rule or expending any public finds related 

to the Family Care Program created by the Emergency Rule.”  Since that order was entered, the 

Department has not knowingly presented to the Comptroller for payment invoices for services 

provided during the period of the Emergency Rule, which was replaced by the Permanent Rule 

on March 10, 2008.  Some schedules with a few claims subject to the order had already been 

processed and delivered to the Comptroller’s office, but not paid at the time the order was issued.  

In order to pay these schedules which overwhelmingly contained claims not subject to the order, 

the Department posted adjustments in the amount of the FamilyCare claims to be immediately 

recouped from future payments.   

In addition to not processing payments to providers who provided care under the 

Emergency Rule as required by the order, the Department on April 15, 2008 ceased enrolling 

participants with incomes greater than 133% FPL in the FamilyCare Program even though not 
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required to do so by the order to attempt to prevent stranded providers and disruption to eligible 

participants.  

On October 15, 2008, the trial court entered an order providing that the Department and 

myself as Director -- again I quote -- “are preliminary enjoined from expending any public funds 

in the name of the Family Care Program . . . for the purpose of providing medical assistance 

pursuant to 305 ILCS 5/5-2(2)(b) to any individuals who fail to meet all the eligibility 

requirements under Article IV of the Illinois Public Aid Code, 305 ILCS 5/4-1 et seq. other than 

the federal maximum earned income requirement.”  The Department followed this order until the 

Illinois Supreme Court entered a stay of its enforcement.  

It is my belief that the Department had the authority to authorize the expansion of the 

FamilyCare Program.  Whether the Department or the Plaintiffs are correct in this regard is a 

matter yet to be decided by the Court.  Despite the Department’s belief that the trial court and 

appellate court were incorrect in imposing all cash welfare grant requirements on general 

medical assistance participants, the Department has, to my knowledge, complied with all 

unstayed court orders in the Caro case.




