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STATE OF ILLINOIS
ILLINOIS POWER AGENCY
COMPLIANCE REPORT
SUMMARY
For the Year Ended June 30, 2010

As Special Assistant Auditors for the Illinois Auditor General we were engaged to conduct a
Compliance Attestation Examination in accordance with Government Auditing Standards and in
accordance with the Illinois State Auditing Act. However, due to incomplete and inadequate
records we were unable to and did not perform an Attestation Examination in accordance with
Government Auditing Standards.

ACCOUNTANTS’ REPORTS

The Independent Accountants’ Report on State Compliance, on Internal Control Over
Compliance and on Supplementary Information for State Compliance Purposes contains scope
limitations, disclaimers, or other significant non-standard language.

SUMMARY OF FINDINGS
Current Prior
Number of Report Report
Findings 35 22
Repeated findings 18 N/A*
Prior recommendations implemented
or not repeated 4 N/A*

*FYO09 was the first State Compliance Examination of the Illinois Power Agency.

Details of findings are presented in a separate report section.
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STATE OF ILLINOIS
ILLINOIS POWER AGENCY
COMPLIANCE REPORT
SUMMARY
For the Year Ended June 30, 2010

Description

FINDINGS (GOVERNMENT AUDITING STANDARDS)

18

20

22

24

26

28

31

33

35

Lack of Financial Information

Failure to Follow the Requirements of the
Statewide Accounting Management System
and Financial Reporting Process

Failure to Provide Requested Engagement
Documentation to the Auditors

Lack of Appropriate Internal Controls
Lack of Formal Budgeting Process
State Funds Improperly Held Outside the

State Treasury

Failure to Maintain an Aged Listing of
Accounts Receivable

Consulting Procurement Plan Contract
Term in Violation of State Statute

Approval of Payment for Services
Performed Outside the Contract Terms

Finding Type

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer
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STATE OF ILLINOIS
ILLINOIS POWER AGENCY
COMPLIANCE REPORT
SUMMARY
For the Year Ended June 30, 2010

Description

Finding Type

FINDINGS (GOVERNMENT AUDITING STANDARDS) continued

10-10

10-11

10-12

10-13

10-14

10-15

10-16

10-17

10-18

37

38

40

42

44

46

48

49

51

Inadequate Fees Assessment

FINDINGS (STATE COMPLIANCE)
Formal Agency Rules Not Adopted
Establishment of Required Bureaus and
Lack of Adequate Staffing
Untimely Submission of Vouchers
Failure to Develop Procedures Related to
Uncollectible Receivables
Lack of Procedures to Perform Monthly
Reconciliations between Agency Records
and the Comptroller’s Records
Failure to Adopt Rules Related to Fees and
Charges the Agency is Authorized to
Collect and Deposit
Late Filing of Contract Documents

Rules for Development of Prequalified
Supplier Lists

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness

Disclaimer

Material Weakness
Disclaimer

Material Weakness

Disclaimer

Material Weakness
Disclaimer
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STATE OF ILLINOIS
ILLINOIS POWER AGENCY
COMPLIANCE REPORT
SUMMARY
For the Year Ended June 30, 2010

Description

FINDINGS (STATE COMPLIANCE) continued

53

55

57

59

60

62

65

66

68

69

Plan for Post-Performance Review

Failure to Post Requests for Proposal and
Notice of Awarded Contracts

Contract Terms were Inconsistent with the

Terms of the Contract Obligation Document

Failure to Conduct Outreach to Minority
Owned Businesses, Female Owned
Businesses and Businesses Owned By
Persons with Disabilities

Inadequate Controls over Solicitations
Inadequate Controls over Vendor

Evaluations

Lack of Third Party Agreements

Failure to Submit Reports

Failure to Make Procurement Plan Public

Agency Did Not Have Basic Office
Equipment

10

Finding Type

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer



STATE OF ILLINOIS
ILLINOIS POWER AGENCY
COMPLIANCE REPORT
SUMMARY
For the Year Ended June 30, 2010

Item No. Page Description

FINDINGS (STATE COMPLIANCE) continued

10-29 70 Excessive Phone Charges

10-30 71 Improper Timekeeping Practices

10-31 72 The Illinois Power Agency Failed to Use
the Correct Mileage Reimbursement Rate

10-32 73 Failure to Develop Procedures for
Employee Vehicle Usage

10-33 74 Failure to Adopt a Formal Policy for
Telephone Usage

10-34 75 Failure to Provide a Telecommunication

Device for the Hearing or Speech Impaired

10-35 76 Failure to Adopt a Record Retention Policy

Finding Type

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Material Weakness
Disclaimer

Note: All 35 findings meet the reporting requirements for State Compliance purposes.

Item No. Page Description
PRIOR FINDINGS NOT REPEATED

A 77 Lack of Appropriate Documentation
Supporting Vouchers

11



STATE OF ILLINOIS
ILLINOIS POWER AGENCY
COMPLIANCE REPORT
SUMMARY
For the Year Ended June 30, 2010

Item No. Page Description

PRIOR FINDINGS NOT REPEATED

B 77 Agency Not Party to Contracts for Bidder
and Supplier Fees
C 77 Untimely Filing of Statement of Economic
Interests
D 78 Failure to Pay Travel Vouchers
EXIT CONFERENCE

The findings and recommendations appearing in this report were discussed at an exit conference
on March 1, 2011. Attending were:

Illinois Power Agency
Kiristene Callanta, CFO

Office of Management and Budget
Julie O’Brien, Associate Director

Department of Central Management Services
Paul Romitti, CFO
Tammy Compton, Fiscal

Office of the Auditor General
Kathy Lovejoy, Audit Manager

Kerber, Eck & Braeckel, LLP-Special Assistant Auditors
Pam McClelland, Partner
Kate Ward, Manager

The responses to the recommendations were provided by Mark Pruitt, Director in an email dated
March 10, 2011.

12



_KE

Kerber,

CPAs and
Management Consultants

1000 Myers Building
1 West Old State Capitol Plaza

Springfield, IL 62701-1268
Eck & Braeckel u» oh 217.789.0960

fax 217.789.2822
www.kebcoa.com

INDEPENDENT ACCOUNTANTS' REPORT ON STATE COMPLIANCE,
ON INTERNAL CONTROL OVER COMPLIANCE, AND ON
SUPPLEMENTARY INFORMATION FOR STATE COMPLIANCE PURPOSES

Honorable William G. Holland
Auditor General
State of Illinois

Compliance

As Special Assistant Auditors for the Auditor General, we were engaged to examine the Illinois
Power Agency’s compliance with the requirements listed below, as more fully described in the
Audit Guide for Financial Audits and Compliance Attestation Engagements of Illinois State
Agencies (Audit Guide) as adopted by the Auditor General, during the year ended June 30, 2010.
The management of State of Illinois, Illinois Power Agency is responsible for compliance with
the following requirements:

A.

Obligation, expenditure, receipt, and use of public funds of the State in accordance with
the purpose for which such funds have been appropriated or otherwise authorized by law.

Obligation, expenditure, receipt, and use of public funds of the State in accordance with
any limitations, restrictions, conditions or mandatory directions imposed by law upon
such obligation, expenditure, receipt or use.

Compliance, in all material respects, with applicable laws and regulations, including the
State uniform accounting system, in its financial and fiscal operations.

Collecting State revenues and receipts in accordance with applicable laws and regulations
and maintaining an appropriate accounting and recordkeeping of such revenues and
receipts which is fair, accurate and in accordance with law.

Safe handling of money or negotiable securities or similar assets on behalf of the State or
held in trust and ensuring they have been properly and legally administered and the
accounting and recordkeeping related thereto is proper, accurate, and in accordance with
law.

The Illinois Power Agency did not have complete and accurate records and failed to respond to
some inquiries and requests. Therefore, the scope of our work was not sufficient to enable us to
express, and we do not express, an opinion on the Illinois Power Agency’s compliance with
requirements listed in the first paragraph of this report. The results of our limited procedures
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disclosed instances of noncompliance, which are required to be reported in accordance with
criteria established by the Audit Guide, issued by the Illinois Office of the Auditor General and
which are described in the accompany schedule of findings (10-1, 10-2, 10-3, 10-4, 10-5, 10-6,
10-7, 10-8, 10-9, 10-10, 10-11, 10-12, 10-13, 10-14, 10-15, 10-16, 10-17, 10-18, 10-19, 10-20,
10-21, 10-22, 10-23, 10-24, 10-25, 10-26, 10-27, 10-28, 10-29, 10-30, 10-31, 10-32, 10-33,
10-34, 10-35).

Internal Control

The management of Illinois Power Agency is responsible for establishing and maintaining
effective internal control over compliance with the requirements listed in the first paragraph of
this report. We do not express an opinion on the effectiveness of the Illinois Power Agency’s
internal control over compliance.

Our consideration of internal control over compliance was a basis for designing our examination
procedures and was not designed to identify all deficiencies in internal control over compliance
that might be significant deficiencies or material weaknesses and therefore, there can be no
assurance that all deficiencies, significant deficiencies, or material weaknesses have been
identified. However, as described in the accompanying schedule of findings we identified
certain deficiencies in internal control over compliance that we consider to be material
weaknesses and others we consider to be significant deficiencies. A deficiency in an entity’s
internal control over compliance exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct noncompliance with the requirements listed in the first paragraph
of this report on a timely basis.

A material weakness is a deficiency, or combination of deficiencies, in internal control such that
there is a reasonable possibility that a material noncompliance with a requirement listed in the
first paragraph of this report will not be prevented, or detected and corrected on a timely basis.
We consider the deficiencies in internal control over compliance as described in the
accompanying schedule of findings (10-1, 10-2, 10-3, 10-4, 10-5, 10-6, 10-7, 10-8, 10-9, 10-10,
10-11, 10-12, 10-13, 10-14, 10-15, 10-16, 10-17, 10-18, 10-19, 10-20, 10-21, 10-22, 10-23, 10-
24, 10-25, 10-26, 10-27, 10-28, 10-29, 10-30, 10-31, 10-32, 10-33, 10-34, 10-35) to be material
weaknesses.

There were no immaterial findings that have been excluded from this report.

The Illinois Power Agency’s responses to the findings identified in our examination are
described in the accompanying schedule of findings. We did not examine Illinois Power
Agency’s responses and, accordingly, we express no opinion on them.

As stated in the second paragraph we were unable to express an opinion on compliance with the
requirements listed in the first paragraph of this report. The accompanying supplementary
information as listed in the table of contents as Supplementary Information for State Compliance
Purposes is presented for additional analysis. We were unable to apply certain limited
procedures as prescribed by the Audit Guide as adopted by the Auditor General to the 2010 and

14



2009 Supplementary Information for State Compliance Purposes, due to the Illinois Power
Agency’s incomplete and inaccurate records. We do not express an opinion on the supplemental
information.

This report is intended solely for the information and use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the Governor, agency management, and is not
intended to be and should not be used by anyone other than these specified parties.

f{fw&a Cob +Brach ) P

Springfield, Illinois
March 10, 2011
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND OTHER MATTERS
BASED ON CRITERIA FOR AUDITS OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable William G. Holland
Auditor General
State of Illinois

As Special Assistant Auditors for the Auditor General, we were engaged to audit the financial
statements of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the Illinois Power Agency, as of and for the years ended
June 30, 2010 and June 30, 2009, which collectively comprise Illinois Power Agency’s basic
financial statements and have issued our report thereon dated March 10, 2011. The scope of our
work was not sufficient to enable us to express, and we do not express opinions on the basic
financial statements as of and for the years ended June 30, 2010 and June 30, 2009. Although we
were not able to express opinions on the basic financial statements, Government Auditing Standards
issued by the Comptroller General of the United States requires reporting on internal control over
financial reporting and compliance and other matter based on any procedures that were performed.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Illinois Power Agency’s internal control
over financial reporting as a basis for designing our auditing procedures but not for the purpose of
expressing an opinion on the effectiveness of the Illinois Power Agency’s internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Illinois
Power Agency’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and was not designed to identify all deficiencies in the
internal control over financial reporting that might be significant deficiencies or material
weaknesses and therefore, there can be no assurance that all deficiencies, significant deficiencies,
or material weaknesses have been identified. However, as discussed below, we identified certain
deficiencies in internal control over financial reporting that we consider to be material
weaknesses.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
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or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control over financial reporting, such that there is a
reasonable possibility that a material misstatement of the Illinois Power Agency’s financial
statements will not be prevented, or detected and corrected on a timely basis. We consider the
deficiencies described in the Illinois Power Agency’s internal control over financial reporting
described in the accompanying schedule of findings to be material weaknesses. (10-1, 10-2, 10-3,
10-4, 10-5, 10-6, 10-7, 10-8, 10-9, and 10-10)

Compliance

In connection with our engagement to audit the basic financial statements of the Illinois Power, we
performed tests of its compliance with certain provisions of laws, regulations, and contracts,
noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not
an objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards and which are described in the accompanying schedule of findings
as items (10-1, 10-2, 10-3, 10-4, 10-5, 10-6, 10-7, 10-8, 10-9, and 10-10). Additionally, if the
scope of our work had been sufficient to enable us to express opinions on the basic financial
statements, other instances of noncompliance or other matters may have been identified and
reported herein.

The Illinois Power Agency’s responses to the findings identified in our audit are described in the
accompanying schedule of findings. We did not audit the Illinois Power Agency’s responses and,
accordingly, we express no opinion on the response.

This report is intended solely for the information and use of the Auditor General, the General

Assembly, the Legislative Audit Commission, the Governor, agency management, and is not
intended to be and should not be used by anyone other than these specified parties.

%M& Coh + Bragafel L1 P

Springfield, Illinois
March 10, 2011
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STATE OF ILLINOIS
ILLINOIS POWER AGENCY
CURRENT FINDINGS-GOVERNMENTAL AUDITNG STANDARDS
For the Year Ended June 30, 2010

10-1 Finding: Lack of Financial Information

The Illinois Power Agency (Agency) did not submit accurate and complete financial information
to the Governor, General Assembly or the auditors.

The Agency is required to submit financial and operating information in accordance with
generally accepted accounting principles. However, for the second year in a row, the Agency did
not provide accurate and complete financial information. Specifically, the financial information
provided did not contain all the necessary information regarding funds held outside of the State
Treasury. In addition, certain financial information could not be supported by the Agency.

According to the Illinois Power Agency Act, (20 ILCS 3855/1-125) the “Agency shall report
annually to the Governor and the General Assembly on the operations and transactions of the
Agency. The annual report shall include, but not be limited to, each of the following...(10)
Basic financial and operating information specifically detailed for the reporting year and
including, but not limited to, income and expense statements, balance sheets, and changes in
financial position, all in accordance with generally accepted accounting principles, debt
structure, and a summary of funds on a cash basis.”

Additionally, the Fiscal Control and Internal Auditing Act (30 ILCS 10/3001) requires that “All
State agencies shall establish and maintain a system, or systems of internal fiscal and
administrative controls which shall provide assurance that (4) revenues, expenditures, and
transfers of assets, resources, or funds applicable to operations are properly recorded and
accounted for to permit the preparation of accounts and reliable financial and statistical reports
and to maintain accountability over the State’s resources.”

The Director stated the Agency did not have trained staff to support the financial reporting
functions during the audit period.

Because of the Agency’s failure to provide complete financial information and supporting
documentation, the information included in the financial statements cannot be verified and the
Agency is not in compliance with the requirements of the Illinois Power Agency Act. As a
result, the auditors issued a disclaimer of opinion on the Agency’s financial statements. In
summary, we do not express an opinion on the financial statements. We were unable to form
and have not formed an opinion as to the fairness of the presentation of the financial statements
in conformity with generally accepted accounting principles. [Finding Code 10-1, 09-1]

18



STATE OF ILLINOIS
ILLINOIS POWER AGENCY
CURRENT FINDINGS-GOVERNMENTAL AUDITNG STANDARDS
For the Year Ended June 30, 2010

10-1 Finding: Lack of Financial Information - Continued

Recommendation

We recommend the Agency maintain adequate documentation necessary to comply with the
requirements of the Illinois Power Agency Act.

Agency Response

The Agency agrees with the finding. To generate and maintain adequate documentation
necessary to comply with the requirements of the Illinois Power Agency Act, the Agency
requested and received the assistance of Central Management Services (CMS) in July 2010 to
create the Agency’s FY 2009 and FY 2010 financial statements, and FY 2010 GAAP package
submittals. Additionally, CMS assisted the Agency in preparing and submitting payments into
treasury accounts, filing Contract Obligation Documents and vouchers with the Office of the
Comptroller, and transferring funds between agency accounts.

The Agency also entered into an Interagency Agreement with the Administrative and Regulatory
Shared Services Center in December 2010 to support Agency Accounts Receivables, Accounts
Payables, Voucher Processing, General Accounting, Financial Statement Reporting and Human
Resources functions. The Agency’s hired a Chief Financial Officer who started working at the
Agency in January 2011 with primary responsibilities of managing Agency Budgeting,
Accounting, and Financial Reporting functions. The CFO is reviewing accounting software
packages that will support management of Agency finances, and to serve as a control and
reconciliation feature in relation to interactions with the Administrative and Regulatory Shared
Services Center. Together, the Administrative and Regulatory Shared Services Center and the
agency CFO are processing the Agency’s fiscal transactions and maintaining complete records of
those activities for use in reporting and responding to data requests.

The Agency plans to obtain outside assistance from a public accounting firm familiar with utility
regulation to assist in auditing the records at ComEd and Ameren to assure that IPA is receiving
all the revenue it should. Additionally, the firm will assist the CFO in completing a forensic
recovery of documentation to support Agency financial records and reports for the FY 2009 and
2010 periods. Lastly, the agency will seek to use the firm’s utility expertise to assist in setting up
processes appropriate to the agency’s interactions with the utilities. The Agency will enhance its
current financial reporting arrangements with the assistance of the Office of Accountability
which will assist in the creation of audit compliant processes that support financial reporting
tasks.
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STATE OF ILLINOIS
ILLINOIS POWER AGENCY
CURRENT FINDINGS-GOVERNMENTAL AUDITNG STANDARDS
For the Year Ended June 30, 2010

10-2 Finding: Failure to Follow the Requirements of the Statewide Accounting Management
System (SAMS) and the Financial Reporting Process

The Illinois Power Agency (Agency) failed to follow the requirements of the Statewide Accounting
Management System (SAMS) relating to the receipting, obligating and expending from State
Treasury-held funds and the financial reporting process established by the Office of the State
Comptroller.

During our audit, we noted the Agency did not submit certain accounting reports to the Office of the
State Comptroller. In addition, the Agency failed to timely file contracts and timely obligate funds
with the Office of State Comptroller.

The SAMS Manual details the many requirements agencies must follow when processing
financial transactions to and from Treasury-held funds. Also, according to the SAMS Manual,
Section 27, State agencies are required to submit financial reports for the fund or funds from
which they expend monies and/or into which they deposit receipts.

The Director stated the Agency did not have trained staff to support the SAMS Manual
requirements during the audit period.

Without the knowledge needed to process financial transactions in and out of funds and prepare
financial reports, the Agency is unable to comply with the SAMS Manual as required by the State
Comptroller Act. [Finding Code No. 10-2, 09-2]

Recommendation

We recommend the Agency comply with the SAMS Manual requirements and financial
reporting process.

Agency Response

The Agency agrees with the finding. To comply with the SAMS Manual requirements and
financial reporting processes, the Agency requested and received the assistance of Central
Management Services (CMS) in July 2010 to assist the Agency in complying with SAMS
Manual requirements and financial reporting processes including the FY 2009 and FY 2010
financial statements, and the agency’s FY 2010 GAAP package submittals.

The Agency also entered into an Interagency Agreement with the Administrative and Regulatory
Shared Services Center in December 2010 to support Agency Accounts Receivables, Accounts
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STATE OF ILLINOIS
ILLINOIS POWER AGENCY
CURRENT FINDINGS-GOVERNMENTAL AUDITNG STANDARDS
For the Year Ended June 30, 2010

10-2 Finding: Failure to Follow the Requirements of the Statewide Accounting Management
System (SAMS) and the Financial Reporting Process-Continued

Payables, Voucher Processing, General Accounting, Financial Statement Reporting and Human
Resources functions. A substantial amount of the Administrative and Regulatory Shared
Services Center interactions with the Agency relate to complying with SAMS Manual
requirements. The Agency hired a Chief Financial Officer who started working at the Agency in
January 2011 with primary responsibilities of managing Agency Budgeting, Accounting, and
Financial Reporting functions. The CFO has contacted CFO’s in other Agency’s to request
information regarding best practices with regard to SAMS and other fiscal matters, and will
request to receive any available training from the Office of the Comptroller with regard to
SAMS. Together, the Administrative and Regulatory Shared Services Center and the agency
CFO are processing the Agency’s fiscal transactions in compliance with SAMS requirements,
and maintaining complete records of those activities for use in reporting and responding to data
requests.
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STATE OF ILLINOIS
ILLINOIS POWER AGENCY
CURRENT FINDINGS-GOVERNMENTAL AUDITNG STANDARDS
For the Year Ended June 30, 2010

10-3 Finding: Failure to Provide Requested Engagement Documentation to the Auditors

The Illinois Power Agency (Agency) did not provide all the requested documentation to the
auditors.

In the prior year and current year audits, we have encountered significant issues in receiving
documentation. As is necessary during a compliance examination and financial audit, we made
numerous requests of the Agency. For example, we requested from the Agency supporting
documentation for the financial statements, specifically accounts receivable and accounts
payable; however, we were not provided the information, which resulted in a scope limitation.
As a result, we rendered a disclaimer of opinion on the Agency’s financial statements for fiscal
years 2009 and 2010. In summary, we do not express an opinion on the Agency’s financial
statements.

The Illinois State Auditing Act (30 ILCS 5/3-12) states, “At the request of the Auditor General,
each State agency shall, without delay, make available to the Auditor General or his or her
designated representative any record or information requested...... ”

Additionally, the Fiscal Control and Internal Auditing Act (30 ILCS 10/3001) requires that “All
State agencies shall establish and maintain a system, or systems of internal fiscal and
administrative controls which shall provide assurance that... (4) revenues, expenditures, and
transfers of assets, resources, or funds applicable to operations are properly recorded and
accounted for to permit the preparation of accounts and reliable financial and statistical reports
and to maintain accountability over the State’s resources.”

The Director stated the Agency did not have trained staff or internal systems to generate
complete and accurate responses to data requests during the audit period.

Without being provided support or evidential matter for testing related to Agency records, we
were unable to determine if the Agency was performing all of its required duties and
responsibilities. [Finding Code 10-3, 09-3]

Recommendation

We recommend the Agency hire staff needed to carry out the responsibilities of the Agency and
ensure supporting documentation is maintained.
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10-3 Finding: Failure to Provide Requested Engagement Documentation to the Auditors -
Continued

Agency Response

The Agency agrees with the finding. To carry out the responsibilities of the Agency and ensure
supporting documentation is maintained, the Agency requested and received the assistance of
Central Management Services (CMS) in July 2010 to create the Agency’s FY 2009 and FY 2010
financial statements, and FY 2010 GAAP package submittals. Additionally, CMS assisted the
Agency in preparing and submitting payments into treasury accounts, filing Contract Obligation
Documents and vouchers with the Office of the Comptroller, and transferring funds between
agency accounts. Documentation generated by the tasks performed by CMS on behalf of the
Agency have been retained, and are serving as a model for records collection and retention for
the Agency.

The Agency also entered into an Interagency Agreement with the Administrative and Regulatory
Shared Services Center in December 2010 to support Agency Accounts Receivables, Accounts
Payables, Voucher Processing, General Accounting, Financial Statement Reporting and Human
Resources functions. Administrative and Regulatory Shared Services Center activities generate
records and reports for the Agency that are accessible and available to the Agency. The Agency
hired a Chief Financial Officer who started working at the Agency in January 2011 with primary
responsibilities of managing Agency Budgeting, Accounting, and Financial Reporting functions.
The CFO is reviewing accounting software packages that will support management of Agency
finances, and to support further documentation and reporting functions. Together, the
Administrative and Regulatory Shared Services Center and the agency CFO are processing the
Agency’s fiscal transactions and maintaining complete records of those activities for use in
reporting and responding to data requests.

The Agency plans to obtain outside assistance from a public accounting firm familiar with utility
regulation to assist the CFO in completing a forensic recovery of documentation to support
Agency financial records and reports for the FY 2009 and 2010 periods. The Agency will
enhance its current financial reporting arrangements with the assistance of the Office of
Accountability which will assist in the creation of audit compliant processes that support
financial reporting tasks.
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10-4 Finding: Lack of Appropriate Internal Controls

The Illinois Power Agency (Agency) did not establish adequate accounting procedures and internal
controls.

Although the Agency has been in existence for more than two years, they had not established a
general ledger accounting system. Further, the Agency did not have procedures in place to record
and deposit receipts, pay bills when due, track accounts receivable or accounts payable, or track and
monitor complaints related to billings. During fiscal year 2010, the Agency expended $ 2,310,226
from the State Treasury held appropriation. The auditors are uncertain how much money may have
been expended or bartered with from funds held by third parties.

Additionally, as a result of the lack of proper procedures in place, the Agency did not record and
document receipts from several sources. During the audit, it was determined at least $1 million in
funds were held in the possession of the Director for several months before being deposited into a
Treasury fund. In fact, it was not until the auditors brought the issue to the attention of the
Comptroller’s Office and the Treasurer’s Office did the Director deposit the funds.

In addition, the Agency did not pay bills in a timely manner, which resulted in some expenditures
not being paid due to insufficient appropriation authorization. Additionally, the Agency is either
unable or unwilling to determine the accurate amount of receipts, expenditures, receivables or
payables.

The Fiscal Control and Internal Auditing Act (30 ILCS 10/3001) requires that “All State
Agencies shall establish and maintain a system, or systems, of internal fiscal and administrative
controls, which shall provide assurance that: (3) funds, property, and other assets and resources
are safeguarded against waste, loss, unauthorized use, and misappropriation”.

The Director stated the Agency did not have trained staff or internal controls to complete Agency
transactions in a timely manner during the audit period.

Failure to implement adequate internal controls over accounting procedures and internal controls
increases the risk that errors and irregularities could occur and not be detected. [Finding Code

No. 10-4, 09-4]

Recommendation

We recommend the Agency develop adequate procedures over cash receipts, cash disbursements,
accounts receivable and accounts payable to ensure fiscal responsibility.
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10-4 Finding: Lack of Appropriate Internal Controls - Continued

Agency Response

The Agency agrees with the finding. To establish adequate procedures over cash receipts, cash
disbursements, accounts receivable, accounts payable and ensure fiscal responsibility, the
Agency is developing internal controls structures with the assistance of the Office of
Accountability. Processes and procedures to ensure appropriate oversight and recording of
interactions and transactions between the Agency and vendors, utilities, the Administrative and
Regulatory Shared Services Center are the primary focus of the control development process.

Controls utilized by other agencies are being reviewed for use and application to the IPA. The
Agency plans to obtain outside assistance from a public accounting firm familiar with utility
regulation to assist the CFO in completing a forensic recovery of documentation to support
Agency financial records and reports for the FY 2009 and 2010 periods. An additional task for
the vendor will be to assist the Agency by recommending appropriate controls specific to the
Agency’s accounting functions.
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10-5 Finding: Lack of Formal Budgeting Process

The Illinois Power Agency (Agency) did not have a formal budgeting process.

During our audit, we noted the Agency did not have a formal budget process to effectively utilize its
resources. During fiscal year 2010, the Agency received appropriations of $6,350,000.

In fiscal year 2009, the Agency contracted with a procurement administrator for
$490,715 and obligated only $246,999 for the fiscal year. However, the procurement administrator
submitted billings totaling an estimated $368,201, which was $121,202 over the obligation amount.
The billings were not paid within the fiscal year. Further, according to the Director, the
procurement administrator had retained the bidder fees collected for the Agency as payment for
services. At the end of fiscal year 2010, the procurement administrator still held these funds and the
Director did not attempt to collect these funds.

The Fiscal Control and Internal Auditing Act (30 ILCS 10/3001) requires that “All State
Agencies shall establish and maintain a system, or systems, of internal fiscal and administrative
controls, which shall provide assurance that... (3) funds, property, and other assets and resources
are safeguarded against waste, loss, unauthorized use, and misappropriation”.

The State Officers and Employee Money Disposition Act (30 ILCS 230/2a.2) prohibits a State
officer or employee from maintaining or participating in a deposit of money received except as

provided by law.

The Director stated the Agency did not have trained staff or internal systems to manage
expenditures against budget during the audit period.

Failure to establish a budgeting process places the Agency and State at risk of improper
expenditures resulting in the loss of State funds. [Finding Code No. 10-5, 09-5]

Recommendation

We recommend the Agency develop a formal budgeting process to ensure all funds of the
Agency are spent and managed in a fiscally responsible manner. Further, all funds collected on
behalf of the Agency should be remitted to the Agency and deposited in a State Treasury Fund.
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10-5 Finding: Lack of Formal Budgeting Process (continued)

Agency Response

The Agency agrees with the finding. To ensure all funds are spent and managed in a fiscally
responsible manner and that all funds collected on behalf of the Agency are remitted and
deposited into a State Treasury Fund, the Agency has hired a Chief Financial Officer. The
Agency hired a Chief Financial Officer who started working at the Agency in January 2011 with
primary responsibilities of managing Agency Budgeting, Accounting, and Financial Reporting
functions. The CFO is supported in her work by the Administrative and Regulatory Shared
Services Center through an interagency agreement entered into in December 2010. Additionally,
the CFO has contacted CFO’s in other Agency’s to request information regarding best practices
with regard to Budgeting and fiscal controls. The Agency will enhance its current financial
reporting arrangements with the assistance of the Office of Accountability which will assist in
the creation of audit compliant processes that support budgeting and reporting.
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10-6 Finding: State Funds Improperly Held Outside the State Treasury

The Illinois Power Agency (Agency) improperly allowed State funds to be held in accounts
outside the State Treasury without proper statutory authority.

In order to determine the activities conducted by the Agency outside of the State treasury, we
requested information from the Procurement Administrators and the Utilities. As a result, we
determined: as instructed by the Director, an estimated $ 490,000 or more of State funds were
held by a Procurement Administrator as of June 30, 2010. As of June 30, 2009 an estimated
$ 986,000 or more of the State’s funds were held by the two Procurement Administrators. These
estimates are based entirely upon self reported information submitted by the responding
Procurement Administrators.

According to the Illinois Power Agency Act, (20 ILCS 3855/1-15) “no part of the revenues or
assets of the Agency shall inure to the benefit of or be distributable to any of its employees or
any other private persons, except as provided in this Act for actual services rendered.”

The State Officers and Employee Money Disposition Act (30 ILCS 230/2a.2) prohibits a State
officer or employee from maintaining or participating in a deposit of money received except as

provided by law.

The Director stated the Agency did not have trained staff, established accounts or accounting
systems to receive and deposit fees during the audit period.

Failure to properly deposit State funds into a Treasury held account could result in a loss of State
resources. [Finding Code No. 10-6, 09-8]

Recommendation

We recommend the Agency implement the appropriate procedures to receive and deposit State
revenues and collect interest. Additionally, we recommend the Agency obtain and properly
deposit all funds held by the procurement administrators, on behalf of the Agency, as soon as
possible.
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10-6 Finding: State Funds Improperly Held Outside the State Treasury-Continued

Agency Response

The Agency agrees with the finding. During the 2009 procurement cycle, one utility collected
$657,031.20 in bidder fees on behalf of the Agency, one procurement administrator collected
$488,325, and a second procurement administrator collected $496,988. The fees due to the
Agency were paid by vendors to register in the [IPA-managed procurements (Bidder Registration
Fees), and if they were successful in winning bids (Contract Award Fees). The utility and the
first procurement administrator transferred their collected fees to the Agency, and the Agency
deposited those funds into the State Treasury.

The second procurement administrator in the 2009 procurement has held the fees in lieu of
payments on $490,000 in invoices issued by the procurement administrator to the Agency for
services rendered during the 2009 procurement cycle. This was an incorrect treatment of the
funds, and the Agency has requested that the funds be reimbursed. This procurement
administrator has filed a claim against the Agency in the Court of Claims to secure payment from
the Agency on the invoices due. The vendor will return the collected funds when their claim is
settled in the Court of Claims.

All fees paid to the Agency during the Spring 2010 procurement cycle were collected by the
Agency, but were late in deposit into the State Treasury due to a lack of formal receipting and
depositing procedures and a bank clearing account for the Agency. All fees paid to the Agency
during the December 2010 renewable energy procurement cycle were collected by the Agency
and promptly deposited into the State Treasury reflecting the successful implementation of the
Agency’s payment receiving and depositing processes.

The Agency’s newly hired Chief Financial Officer started working at the Agency in January
2011 with primary responsibilities of managing Budgeting, Accounting, and Financial Reporting
functions. The CFO is responsible for the receipting and same day deposit of all payments to the
Agency. The CFO is assisted in the processing of payments to the Agency by the Administrative
and Regulatory Shared Services Center. The Agency entered into an Interagency Agreement
with the Administrative and Regulatory Shared Services Center in December 2010 to support
Agency Accounts Receivables, Accounts Payables, Voucher Processing, General Accounting,
Financial Statement Reporting and Human Resources functions.
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10-6 Finding: State Funds Improperly Held Outside the State Treasury-Continued

Agency Response

The Agency plans to obtain outside assistance from a public accounting firm familiar with utility
regulation to assist in auditing the records at ComEd and Ameren to assure that IPA is receiving
all the revenue it should. Additionally, the firm will assist the CFO in completing a forensic
recovery of documentation to support Agency financial records and reports for the FY 2009 and
2010 periods. Lastly, the agency will seek to use the firm’s expertise to assist in setting up
processes to facilitate monitoring and evaluation of Accounts Receivable.
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10-7 Finding: Failure to Maintain an Aged Listing of Accounts Receivable

The Illinois Power Agency (Agency) did not maintain an aged listing of accounts receivable.

During our testing, we noted the Agency did not create or provide an aged listing of accounts
receivable.

According to the SAMS Manual (26.20.20), “in order for an agency to effectively estimate the
collectability of its receivables and properly focus collection efforts, each outstanding receivable
due the State must be “aged” relative to its formal due date.”

The Fiscal Control and Internal Auditing Act (30 ILCS 10/3001) requires that “All State
Agencies shall establish and maintain a system, or systems, of internal fiscal and administrative
controls, which shall provide assurance that: (3) funds, property, and other assets and resources
are safeguarded against waste, loss, unauthorized use, and misappropriation”.

The Director stated the Agency did not have trained staff or systems to develop procedures
related to the reporting of aged receivables.

Without an aged listing of accounts receivable, the Agency is unable to accurately monitor accounts
receivable and track older, uncollectible items. [Finding Code No. 10-7]

Recommendation

We recommend the Agency develop and maintain an aged listing of accounts receivable.

Agency Response

The Agency agrees with the finding. The Agency’s newly hired Chief Financial Officer started
working at the Agency in January 2011 with primary responsibilities of managing Agency
Budgeting, Accounting, and Financial Reporting functions. The CFO has responsibility for
reporting aged receivables. The CFO is supported by the Administrative and Regulatory Shared
Services Center through and Interagency Agreement.  The CFO is reviewing accounting
software packages that will support management of Agency finances, and to serve as a control
and reconciliation feature in relation to interactions with the Administrative and Regulatory
Shared Services Center. Together, the Administrative and Regulatory Shared Services Center
and the agency CFO are processing the Agency’s fiscal transactions and maintaining complete
records of those activities for use in establishing an Aged Listing of Accounts Receivable.
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10-7 Finding: Failure to Maintain an Aged Listing of Accounts Receivable -Continued

The Agency plans to obtain outside assistance from a public accounting firm familiar with utility
regulation to assist in auditing the records at ComEd and Ameren to assure that IPA is receiving
all the revenue it should. Additionally, the firm will assist the CFO in completing a forensic
recovery of documentation to support Agency financial records and reports for the FY 2009 and
2010 periods. Lastly, the agency will seek to use the firm’s expertise to assist in setting up
processes to facilitate monitoring and evaluation of Accounts Receivable.
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10-8 Finding: Consulting Procurement Plan Contract Term in Violation of State Statute

The Illinois Power Agency (Agency) entered into a consulting contract for a term exceeding the
time period allowed by State statute.

During our testing, we noted a contract entered into with the expert firm hired to develop the
procurement plan was for five years with an option for two one-year extensions, which exceeds the
allotted term as mandated. The total contract amount is $5,940,000.

According to the Illinois Power Agency Act (20 ILCS 3855/1-75 (a)(5)), “the Agency shall select
an expert or expert consulting firm to develop procurement plans based on the proposals submitted
and shall award one year contracts to those selected with an option for the Agency for a one year
renewal.”

The Director stated the Agency did not have trained staff to support the review of contract
documents submitted to the Office of the Comptroller.

Entering into a consulting procurement plan contract with terms exceeding those allowed by the
mandate is a violation of State statute. [Finding Code No. 10-8]

Recommendation

We recommend the Agency follow the terms as prescribed by State statute when executing
consulting procurement plan contracts.

Agency Response

The Agency agrees with the finding. The Agency Director erred by setting a contract period of
five years instead of the single year with an optional one-year extension as provided in the IPA
Act. Pricing for the contract was not dependent on length of contract. The Agency has drafted a
contract amendment reducing the contract length from 5 years to a single year with an optional
one-year extension as specified by the IPA Act.
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10-8 Finding: Consulting Procurement Plan Contract Term in Violation of State Statute-
Continued

To ensure that contract terms are consistent with statutory limits, the agency has hired a Chief
Financial Officer who started working at the Agency in January 2011 with primary
responsibilities of managing Agency Budgeting, Accounting, and Financial Reporting functions.
Contract review is now managed by the Agency CFO. The CFO will be supported in this task by
the General Counsel and Procurement Bureau personnel who will also review contracts prior to
execution to ensure compliance with IPA Act and the Procurement Code. The Office of
Accountability will assist in the formalizing the processes and controls used by the Agency in
evaluating and executing contracts.
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10-9 Finding: Approval of Payment for Services Performed Outside the Contract Terms

The Illinois Power Agency (Agency) approved payment of an invoice for services performed
outside the terms of the contract.

During our testing, we noted one voucher; totaling $850,000 was denied payment by the
Comptroller’s Office due to the fact that the services were performed without a valid contact. The
Agency did have a fiscal year 2010 contract with the vendor. However, we noted the contract was a
one day contract (March 6, 2010) and all services were performed March 9, 2010 or later.

The Fiscal Control and Internal Auditing Act (30 ILCS 10/3001) states that all State agencies
shall establish and maintain a system, or systems, of internal fiscal and administrative controls
which shall provide assurance that funds, property, and other assets and resources are
safeguarded against waste, loss, unauthorized use, and misappropriation.

The Director stated the Agency did not have trained staff to support the review of contract
documents submitted to the Office of the Comptroller.

As the services performed were outside the contracted date, the payment of $ 850,000 could not be
made to the vendor. [Finding Code No. 10-9]

Recommendation

We recommend the Agency carefully review all contracts prior to execution.

Agency Response

The Agency agrees with the finding. An incorrect contract end date of 3/9/2010 was entered into
the contract extension submittal to the Office of the Comptroller. That date was corrected to
3/9/2011 and submitted to the Office of the Comptroller; however, the voucher related to
payment to the contractor was not filed before the end of the lapse period.

The vendor has filed in the Court of Claims to recover the payments due them by the Agency.
To ensure that contract documents are accurate, the agency has hired a Chief Financial Officer
who started working at the Agency in January 2011 with primary responsibilities of managing

Agency Budgeting, Accounting, and Financial Reporting functions. Contract documents are
now reviewed by the Agency CFO. The CFO will be supported in this task by the General
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10-9 Finding: Approval of Payment for Services Performed Outside the Contract Terms

(continued)

Counsel and Procurement Bureau personnel who will also review contracts prior to execution to
ensure compliance with IPA Act and the Procurement Code. The Office of Accountability will
assist in the formalizing the processes and controls used by the Agency in evaluating and

executing contracts.
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10-10 Finding: Inadequate Fee Assessment

The Illinois Power Agency (Agency) did not assess adequate fees to ensure the costs of the
preparation of the annual procurement plan were covered.

During our audit, we noted the Agency did not assess an adequate fee to each utility to ensure the
cost of the preparation of the annual procurement plan was covered. Based on information
provided by the Director, the indirect costs plus the costs of the procurement planning
consultants exceeds the amount assessed to the bidders. The cost of the preparation of the annual
procurement plan was estimated at $411,298 while the fees assessed, as represented by the
Director, were $350,000.

According to the Illinois Power Act (20 ILCS 3855/1-75 (g)), the “Agency shall assess fees to
each affected utility to recover the cost incurred in preparation of the annual procurement plan
for the utility.”

The Director stated the Agency sought to support internal operational costs with the interest
earnings from the IPA Trust Fund during the audit period.

Failure to assess adequate fees to cover the preparation of the annual procurement plan is a violation
of State statute. Additionally, this is poor management from a fiscal standpoint. [Finding Code
No. 10-10, 09-9]

Recommendation

We recommend the Agency consider both the direct and indirect costs related to the preparation of
the annual procurement plan in order to ensure the appropriate fees are assessed to cover the costs.

Agency Response

The Agency agrees with the finding. The CFO and the Director have adjusted the Agency’s
budget planning to anticipate little to no revenue from the IPA Trust Fund, and to cover Agency
operating costs through higher fees assessments on Agency managed wholesale power
procurements. Once hired, the Agency’s General Counsel will be tasked with rules drafting to
reflect the fees assessment methods and practices proposed by the Agency CFO. Anticipated
Procurement Bureau staff will assist the CFO with estimating procurement costs (both direct and
indirect), and tracking expenses related to procurement events and planning. The Office of
Accountability will assist in the creation of processes and controls that establish appropriate fee
estimation, assessment, and reporting.
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10-11 Finding: Formal Agency Rules Not Adopted

The Illinois Power Agency (Agency) did not adopt rules for operation, administration, accounting
and reporting as specified in the Illinois Power Agency Act.

During our audit, we noted the Agency had not drafted or adopted formal agency rules, established
procedures for monitoring the administration of contracts, established procedures for the recovery of
costs incurred in connection with the development and construction of a facility, or implemented
accounting rules and a system of accounts.

According to the Illinois Power Agency Act (20 ILCS 3855/1-35), “the Agency shall adopt rules as
may be necessary and appropriate for the operation of the Agency. In addition to other rules
relevant to the operation of the Agency, the Agency shall adopt rules that accomplish each of the
following: (1) establish procedures for monitoring the administration of any contract
administered directly or indirectly by the Agency; except that the procedures shall not extend to
executed contracts between electric utilities and their suppliers; (2) establish procedures for the
recovery of costs incurred in connection with the development and construction of a facility
should the Agency cancel a project, provided that no such costs shall be passed on to public
utilities or their customers or paid from the Illinois Power Agency Operations Fund; (3)
implement accounting rules and a system of accounts, in accordance with State law, permitting
all reporting (1) required by the State, (i1) required under this Act, (ii1) required by the Authority,
or (iv) required under the Public Utilities Act.”

The Director stated the Agency did not have trained staff to draft, submit, and implement rules
related to the administration of contracts, cost recovery in connection with the development and
construction of a facility, and accounting rules and a system of accounts during the audit period.

Formal administrative rules provide a basis for a proper accounting of the transactions of the
Agency, protect agencies from legal challenges and give additional legitimacy to Agency actions
and Agency requests of external parties. Failure to adopt appropriate rules and procedures could
result in a lack of proper reporting and failure to establish and adequately monitor internal controls.
[Finding Code No. 10-11, 09-6]

Recommendation

We recommend the Agency draft and adopt formal Agency rules, establish procedures for
monitoring the administration of contracts, establish procedures for the recovery of costs incurred in
connection with the development and construction of a facility, and implement accounting rules and
a system of accounts as required by State statute.
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10-11 Finding: Formal Agency Rules Not Adopted - Continued

Agency Response

The Agency agrees with the finding. The Agency hired a Chief Financial Officer who started
working at the Agency in January 2011 with primary responsibilities of managing Agency
Budgeting, Accounting, and Financial Reporting functions. The CFO is supported in her work
by the Administrative and Regulatory Shared Services Center through an interagency agreement
entered into in December 2010. Additionally, the CFO has contacted CFO’s in other Agency’s
to request information regarding appropriate fiscal rules and systems.  Planned hires of
Procurement and Development Bureau staff will be tasked with identifying and drafting process
descriptions and rules regarding their key mission and administrative tasks.

The Office of Accountability which will assist in the review and formalizing of rules with the

planned General Counsel hire. The General Counsel will be responsible for managing the formal
submittal of agency rules and ensuring that compliance measurements are taken and evaluated.
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10-12 Finding: Establishment of Required Bureaus and Lack of Adequate Staffing

The Illinois Power Agency (Agency) did not establish a Planning and Procurement Bureau or a
Resource Development Bureau as required by its enabling statute. In addition, various Agency
administrative requirements were not completed by the Director, who is the Agency’s sole
employee.

Although the Agency was established in fiscal year 2008, the Director continued to be the sole
employee during the audit period. Specifically, we noted the Agency had not established a Planning
and Procurement Bureau or a Resource Development Bureau. Additionally, within each bureau
there was to be a chief appointed. Further, the Agency lacked adequate staffing in order to carry out
administrative tasks.

The Illinois Power Act (20 ILCS 3855/1-70) states that within the Agency, the Agency shall
establish a Planning and Procurement Bureau and a Resource Development Bureau. Each of
these bureaus should have a chief with at least 10 years of experience in the related industries
and an advanced degree in a related field. Additionally, good business practice dictates that the
appropriate staff be hired to carry out the administrative tasks of the Agency.

The Director stated the narrow job requirement criteria and unstable funding streams prevented
the hiring of Agency staff during the audit period.

Failure to create these required bureaus is a violation of State statute. In addition, because these
bureaus were not created, the Director had the sole responsibility for scoring all proposals and
selecting winners for the procurement process, which could result in an abuse of power. Further, as
a result of failure to hire appropriate personnel, the Agency has hired outside consultants who may
not be cost effective and administrative tasks have not been appropriately and effectively
completed. [Finding Code No. 10-12, 09-7]

Recommendation

We recommend the Agency establish the required bureaus and appoint chiefs to these bureaus
who meet the qualifications of the statute in order to ensure the Agency functions properly and in
a cost-effective manner. We further recommend the Agency hire the staff needed to carry out
administrative tasks.
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10-12 Finding: Establishment of Required Bureaus and Lack of Adequate Staffing (continued)

Agency Response

The Agency agrees with the finding. To establish the required bureaus, the Agency has prepared
position descriptions for the Procurement and Development bureau chiefs and support staff.
These positions will be submitted for review by the Civil Service Commission in FY 2011.
Research and outreach to locate individuals meeting the statutory requirements of the bureau
chiefs is ongoing.

To carry out administrative tasks, the Agency plans to hire a General Counsel and has hired a
Chief Financial Officer. The Agency’s CFO started working at the Agency in January 2011 with
primary responsibilities of managing Agency Budgeting, Accounting, and Financial Reporting
functions. The CFO is reviewing accounting software packages that will support management of
Agency finances, and to serve as a control and reconciliation feature in relation to interactions
with the Administrative and Regulatory Shared Services Center which supports the CFO through
an Interagency Agreement.

The Agency plans to obtain outside assistance from a public accounting firm familiar with utility
regulation to assist in auditing the records at ComEd and Ameren to assure that IPA is receiving
all the revenue it should. Additionally, the firm will assist the CFO in completing a forensic
recovery of documentation to support Agency financial records and reports for the FY 2009 and
2010 periods. Lastly, the agency will seek to use the firm’s utility expertise to assist in setting up
processes appropriate to the agency’s interactions with the utilities.
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10-13 Finding: Untimely Submission of Vouchers

The Illinois Power Agency (Agency) did not submit vouchers in a timely manner.

During contractual services testing, we noted the following:
e 15 0f 15 (100%) contractual services vouchers, totaling $ 1,055,348, were not approved for
payment within 30 days.
e 12 of 15 (80%) contractual services vouchers, totaling $ 604,580, were not paid within 60
days.

The State Prompt Payment Act (30 ILCS 540/3-2(1)) states that any bill approved for payment
must be paid or payment issued within 60 days of receipt. If payment is not issued to the payee
within the 60 day period, an interest penalty of 1.0% of any amount approved and unpaid shall
be added for each month or fraction thereof after the end of the 60 day period, until final
payment is made.

The Illinois Administrative Code (74 Ill. Admin. Code 900.70(b)) states that an Agency shall
approve proper bills or deny bills with defects, in whole or in part, within 30 days after receipt.

The Director stated the Agency did not have trained staff to support the timely preparation and
submittal of vouchers during the audit period.

Failure to file vouchers timely is a violation of State statute and could result in additional charges to
the Agency. [Finding Code No. 10-13, 09-13]

Recommendation

We recommend the Agency approve and submit its vouchers in a timely manner. Vouchers
should be marked as “paid” when sent to the State Comptroller’s Office so that duplicate
payments are not made.
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10-13 Finding: Untimely Submission of Vouchers (continued)

Agency Response

The Agency agrees with the finding. To approve and submit vouchers in a timely manner, the
Agency has hired a Chief Financial Officer who started working at the Agency in January 2011
with primary responsibilities of managing Agency Budgeting, Accounting, and Financial
Reporting functions. The CFO is responsible for the preparation and initiation of vouchers. The
CFO 1is assisted in the submittal of contracts and Contract Obligation Documents by the
Administrative and Regulatory Shared Services Center. The Agency entered into an Interagency
Agreement with the Administrative and Regulatory Shared Services Center in December 2010 to
support Agency Accounts Receivables, Accounts Payables, Voucher Processing, General
Accounting, Financial Statement Reporting and Human Resources functions. The CFO is
reviewing accounting software packages that will support management of Agency finances, and
to serve as a control and reconciliation feature in relation to interactions with the Administrative
and Regulatory Shared Services Center. Additionally, the CFO has contacted CFO’s in other
Agency’s to request information regarding best practices with regard to voucher processing and
will request to receive any available training from the Office of the Comptroller with regard to
voucher processing procedures.
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10-14 Finding: Failure to Develop Procedures Related to Uncollectible Receivables

The Illinois Power Agency (Agency) had not developed procedures related to uncollectible
receivables.

During our audit, we noted the Agency had not developed procedures in order to ensure
uncollectible receivables were referred to the Comptroller’s Offset System.

According to the SAMS Manual (26.40.20), State agencies should use the Comptroller’s Offset
when it is determined to be in the best economic interest of the State.

The Director stated the Agency did not have trained staff to develop procedures related to the
reporting of uncollectible receivables.

Failure to refer uncollectible receivables is a violation of the SAMS Manual. Additionally, this

could result in the State unknowingly paying vendors who owe the State overdue funds. [Finding
Code No. 10-14]

Recommendation

We recommend the Agency develop procedures in order to ensure uncollectible receivables are
referred to the Comptroller’s Offset System.

Agency Response

The Agency agrees wit