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ACCOUNTING BULLETIN NO. 46

February 6, 1984

TO: Agency Heads and Chief Fiscal
Officers of All State Agencies

SUBJECT: 1Illinois Grant Funds Recovery Act

The Illinois Grant Funds Recovery Act, hereafter the "Act" (Public Act 83-640),
effective January 1, 1984) establishes certain new requirements for the disbursement
and recovery of grant funds. A copy of the Act is attached for your convenience.

The Act: 1) defines "grant funds'"; 2) provides that grant funds may be only
disbursed pursuant to a written grant agreement (unless such funds are disbursed
pursuant to a statutory formula for distribution); 3) sets forth minimum elements
for a written grant agreement; and 4) establishes a time limit on the expenditure
of grant funds. -

The Act does not establish any new filing requirements for these grant agreements.
Pursuant to Section 15 of the State Comptroller Act, contractual obligations which
exceed $2,500 arising out of these written grant agreements must be filed with the
Office of the Comptroller within 15 days of execution. In addition, an obligation
must be established for such agreements, in accordance with Accounting Bulletin
No. 26.

The Act requires the grantor agency to take affirmative and timely action to recover
all misspent or improperly held grant funds. Recovery of misspent or improperly

held grant funds is authorized through offsets of amounts owing to the Grantee.
However, formal procedures for recovery must be complied with. All requests for

the recovery of grant funds initiated pursuant to Section 10.05 of the State
Comptroller Act (Ill. Rev. Stat. 1981, ch. 15, par. 210.05) should indicate prior
compliance with the formal recovery procedures outlined in Section 8 of the Act.

This may be accomplished by stating in the Involuntary Withholding Request (Form C-33)
that the requirements of Section 8 of the Illinois CGrant Recovery Act have been met.



Page 2 - Illinois Grant Funds Recovery Act. February 6, 1984

If you have any questions concerning this Bulletin, please contact Joe DiRocco (for

contract filing and obligation questions) at 782-3608 or Wiley Mays (for questions
relating to offsets) at 782-3426.

Sincerely,

Xy -

Larry t
Director, State Accounting

attachment

Printed by the authority of the State of Illinois
Job #11204, 2/84

400 copies
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AN ACT relating to the use and disbursement of gJran®
funds disnensed by agencies of 5tate Jovernments and %o
orovide for the recovery of misspent or improperly hald arant
funcse.

3e it enactad hy the People of the Stata of I111inoiss
racrasentad in_tha General Assembly:

Section 1l. Short Title. This Act may be cited as the
*"I1linois Grant Funds Recovery Act".

Section 2. Definitionse The following terms when usad
in this Act shall have the meanings ascribed to tham in this
Saction:

(3a) "Grantor agency™ is any agancy of State ‘overnment
which dispenses grant funds.

(b) "GSrant funds*® are any public funds dispensea by a
jrantor agency to any person or antity for obliqgations
expenditures or wuse by that person or entity for a specific
purpose Or purposass. Funds disbursed 5y the Stace
Comptrollar pursuant to an appropriatinsn made oy the General
Assemhly to a named enti%y or person are not jrant funds for
purposas of this Act.

“aither the method by which funds are dispenseag whether
Yy contracts agreements grant subdsidys letter of credits or
any other method nor the purpose for which the funds are used
csn change the character of funds Wwhich otheraise would be
considered grant funds as defined in this Section.

(c) "Grantee" means the person or entity which may use
grant funase.

Section 3. Application. Excapt as ctherwise provided oy
this Sections all grant funds sre subject to th=2 provisions
of this Acte This Act does not empower any Jgrantor agency to
make grantsa. :

This Act does not apply to grant funds that ars2 granted
4ithout 1limitation or condition imposad by laws other than
tne jeneral limitation that such funds bte useda Ffor public
DUrCosSese

This Act does not apply to funds disbursed pursuant to 2
statutory formula for distributione.

Section 4. Grant Agreement Raquirement. Grant Ffunds may
not be used 2xc2pt pursuant to a w~ritten jrant agreement, and
any disbursement of grant funds without a grant agreement is
v0i1s At 3 minimums 3 grant agreement must:

(a) describe the purpose of the jrant and be signecd oy
the arantor agency making the grant and all grantees of the
grant;

(b) soecify how payments shall ba mades what constitutes
parmissible expenditure of the grant funds. and the financial
controls aoplicable to the qgrant;

(c) specify tne period of time for which the grant is
valid and, subject to the limitation of Section S, the pariog
of time during which grant funds may be expended by the
jrantee; and

4) contain a provision that all funds ramaining ac tne
2nd of the grant agreemant or 3t the expiration of tha period
of time grant Ffunds are availatla for expenditura or
obligation by tha grantee shall be returned to the State
within 4% dayse

Section S. Time Limit on Expenditura of Grant Fundse.
Subject to tha restriction of Section 35 of "An Act in
relation o State Ffinance™, approved June 12. 1919, as
amand=d+ no grant funds may be made available for a2xpenditure
By 3 qgrantee for a period longer than 2 years 2xcept where
such grant funds are disdbursed n ra2impursament of costs
oreviously incurrad by the Jrantee. Any grant funds not
axpendad Jr lagally obligated by the and of the crant
ajraements or during the =ime limitation %o jrant funa
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axpenditures set forth in this Sections must De returnad to
the qgrantor agency Within 45 dayse (if the funds ara not
already on deposit with the grantor agency or the State
Treasuresr. Such returnad Funds shnall be deposited into the
fund from which the original grant disbursament ¢to the
grantee was mada.

Saction 6. Recovery of Grant Fundse. Any grant funds
wnich have ba2en misspent or ar2 02ing improperly held are
sub ject to recovery by the grantor agency which mads the
grant or alternatively by the Attorney seneral. The jrantor
agency making the grant shall take affirmative and timely
action to recover all misspent or improperly held gyrant
funds. In order to effectuate the recovery of such grant
fundse the jrantor agency making the grant is authorized to
use any one or a3 combination of the following:

(a) offset against existing grants ofsy or future grants
to be made bys the grantor agency making the recovery;

(b) authoriza the offset From axisting grants or grants
to be made by other grantor agencies;

(c) authoriza the Comptroller to offset any payment from
any funds administered by the Comptroller for payment to the
grantees includings but not limited toy distributions of
approgpriated funds and payment of refunds;

(a) initiate any debt collection method authorizsd by
law to any private person; or

(2) remove the grantee from any of the grantor agancy's
programs and forbhid the grantee’s participation in any such
futura grant orograms for a period not to exceed 2 years.

Section T« Informal Hearinge Whenever a grantor agancy
believes ¢that grant funds are subject to recoverys the
grantor 3agency shall provide the grantee the opportunity Ffor
at least one informal hearing to determine tne facts ang
issues and to resolve any conflicts as amicably as possiole
before taking any formal recovery actionse

.Sectiun 3e Formal Proceduras for Recovery. (a) IFf a3
grantor aqency determines that certain grant funds are to bje
racovereds thens oprior to taking any action to racover the
grant fundses the grantor agency shall provide the jrantee of
the funas a written notice of the intendadd recovery. This
notice shall idantify the funds and the amount to bHa
recover=d and the specific facts which permit recovarye.

(") 4 grantee shall have 35 agays from the receipt of the
notice required in paragraph (a) of this Section to reguest a
hearing to show wny recovery is not justified or proper.

{e) If a grantee renuests a hearing pursuant to
paragraph (b) of this Sections then:

(1) the grantor agency shall hold a hearing at which tne
arante2 (or his representative) may present evidence and
witnesses to show why recovery should not be permitted; and

(2) after the conclusion of the hearings the grantor
agency shall issue a written final recovery order and send a
copy of tha order to tha grantee.

(2) A grantee may seek judicial review of any final
recovery orders pursuant to the provisions of tha
Administrative eviaw Lawe

(e) If a3 grantee requests a hearing gursuant to
paragraph (p) of this Sections then the grantor agency may
not take any action of recovery until at least 35 days after
tne grantor 3gency has issued a final racovery arder pursuant
to the requiraments of paraqraph (c) of this Sectione.

If a grantee doas no*t ra2quest 3 nearing as parmitted in
Jaracrach (o) of this Sections then the 7Jrantor agency may
proceed with recovery of the arant funds igentified in the
notice issued pursuant to the redquirements of parajrapn (a)
af this Sections at any time after the expiration of the
3S-4ay request period establishad in paragrapn (b) of this
3action.
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(f) Any notice or mailing reguired or permitted by this
Sacticn shall be deemed received 5 gays after the notic2 ar
mailing 1is deposited in the United Statas mail, proparly
addressad with tha qgrantee®s currant bHusiness address and
with sufficient Ue«Se postage affixed.

Section 9. Recovery of Grant Funds by At*torney General.
The Attorney General, on his own volitions may 3ct %o recover
any grant funds which have been misapplied or are 2eing
improperly held ands when doing sos has all the powers of
collection established in this Act in addition to any other
powers authorized by law or the Constitution.

Section 10. Intarest on Grant Fundse All  interest
earned on grant funds held by a grantee shall become part of
the grant orincipal when earned and ba treatad accordingiy
for all purposass unless the grant agreement orovidas
otheraeises.

The grantor agency may provide in the grant agreement
that interest =2arned on grant funds may be retained by ¢tna
srantee when the cost of accounting for the interest or
allocating the intarest to principal is significant in terms
of the amount of interest to be raceivec.

Howevers any interest earned on grant funds held aftar
he expiration of the period of time specifiec in Section 4
snall become a part of the grant principal and shall be so
treated for all purposess

Section ll. Accounting Requirements. Sach grantee s
under an affirmative duty to keep propers complete and
3ccurate accounting records of all grant funds the qgrantae
administerse.

Section 12. Subgrant of Grant Fundss If any person or
entity that obtains grant funds dispensas any part or all of
those funds to another person or eantity for ooligations
axpenditura or use by that other person or aentity for a
specific ourposa or purposess then thass funds so dispensed
shall b2 treated as grant fundse

APPROVED: September 23, 1933 EFFECTIVE: January 1, 193%



