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ABOUT THIS REPORT

The Federal Trade Commission’s (FT'C) Fiscal Year (FY) 2013 Performance and Accountability report (PAR)
provides the results of the agency’s program and financial performance and demonstrates to the Congress, the
President, and the public, the FTC’s commitment to its mission and accountability over the resources entrusted
to it.

This report, available at the FTC’s website (www.ftc.gov/par), includes information that satisfies the reporting
requirements contained in the following legislation:

o Federal Managers’ Financial Integrity Act of 1982

«  Government Performance and Results Act of 1993

« Government Management Reform Act of 1994

« Reports Consolidation Act of 2000

o Accountability of Tax Dollars Act of 2002

o Improper Payments Information Act of 2002

o Government Performance and Modernization Act of 2010

The performance and financial information contained in this report is summarized in a two-page “snapshot”
available in February 2014 at www.ftc.gov/par.

-
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ACCOUNTABILITY ACCOUNTABILITY
EPORTING® REPORTING®
SPECIAL RECOGNITION AWARD
Federal Trade
Federal Trade Commission
Commission

In recognition for viding the
Best Agency Head Message

In reco; in your FY12 Performance and Accountability Report

The FTC received the Association of Government Accountants’ Certificate of Excellence in Accountability Reporting for
its FY 2012 PAR as well as a Special Recognition award for Best Agency Head Message.
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I INTRODUCTION

HOW THIS REPORT IS ORGANIZED

This report includes four major sections, plus supplemental information.

—= 1. MANAGEMENT'S DISCUSSION AND ANALYSIS SECTION

The Management’s Discussion and Analysis Section provides an overview of the FTC’s
mission and organization, an overview of key performance measures and efficiency measures,
mission challenges, financial highlights, and management assurances on internal controls,
MANAGEMENT'S DISCUSSION financial systems, and compliance with laws and regulations.

—= 2. PERFORMANCE SECTION

The Performance Section explains the FTC’s performance relative to its strategic goals and
objectives, and includes an overview of how the performance data are verified and validated.

PERFORMANCE
SECTION

—=— 3. FINANCIAL SECTION

The Financial Section provides financial details, including the independent auditor’s report
and audited financial statements with accompanying notes.

FINANCIAL
SECTION

—=—— 4. OTHER ACCOMPANYING INFORMATION SECTION

The Other Accompanying Information Section provides management and performance
challenges identified by the Inspector General along with the Chairwoman’s response and a
summary of financial statement audit and management assurances.

OTHER ACCOMPANYING
INFORMATION

w—— 5. APPENDICES

Appendix A provides the data quality information for FTC’s performance measures; Appendix
B lists the acronyms used throughout this report; Appendix C lists useful links for references;
Appendix D provides contact information and acknowledgements.

APPENDICES
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THE FTC AT-A-GLANCE
HISTORY PROFILE

The federal government created the Bureau of o The agency is headquartered in Washington,

Corporations in 1903. In 1914, President Woodrow DC, and operates with seven regions across the

Wilson signed the Federal Trade Commission Act into United States.

law, and the Bureau of Corporations became the FTC. o The agency had 1,165 full-time equivalent
employees at the end of FY 2013.

LAWS ENFORCED » Total new budget authority for FY 2013 was

The FTC is a law enforcement agency with both $296 million.

consumer protection and competition jurisdiction
in broad sectors of the economy. The agency
administers a wide variety of laws and regulations.
Examples include the Federal Trade Commission
Act, Telemarketing Sales Rule, Identity Theft Act,
Fair Credit Reporting Act, and Clayton Act. In total,
the Commission has enforcement or administrative
responsibilities under more than 70 laws (see

www.ftc.gov/ogc/stats.shtm for a listing).

THE FTC'S INCEPTION AND
AUTHORITY

The Bureau of Corporations, created in 1903, served as
the FTC's predecessor agency. It was the Supreme Court’s
1911 decision in the Standard Oil case (Standard Oil Co. v.
U.S., 221 US. 1 (1911)) that prompted the transformation
from the Bureau of Corporations to the FTC. The decision
resulted in the FTC Act of 1914, where Congress created
an administrative agency charged with preventing “unfair
methods of competition,” giving definition to that general
prohibition, utilizing a number of quasi-judicial powers
to enforce that prohibition, and enforcing the Clayton Act. The FTC Act was later amended to prohibit unfair

or deceptive acts or practices and the FTC currently maintains enforcement and administrative responsibilities
under 70 laws. For a description of and further information regarding each law, visit: www.ftc.gov/ogc/stats.shtm.
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MESSAGE FROM THE
CHAIRWOMAN

The Federal Trade Commission has a unique
dual mission to protect consumers and maintain
competition in broad sectors of our economy. In
FY 2013, the FTC continued to exemplify good
government, effective law enforcement, and
outstanding outreach to consumers, businesses,
and our law enforcement partners around the
world. This Performance and Accountability
Report illustrates how we managed our resources,
highlights our major accomplishments, and
outlines our plans to address the challenges ahead.

FY 2013 PERFORMANCE
HIGHLIGHTS

CONSUMER PROTECTION

The FTC continues to give priority to protecting
consumer privacy and improving data security,
stopping harmful practices that take advantage
of new technology, and protecting underserved
Americans from fraud including in the financial
services marketplace.

In February 2013, the FTC charged mobile

device manufacturer HTC America failed to

take reasonable steps to secure the software it
developed, introducing security flaws that placed
sensitive information about millions of consumers
at risk. HTC America agreed to a settlement

that requires the company to develop and release
software patches to fix vulnerabilities found in
millions of its devices, establish a comprehensive

Edith Ramirez
Chairwoman

security program, and undergo independent
security assessments every other year for the next
20 years.

The FTC filed its first case against mobile
cramming case against Wise Media in April
2013. The company signed consumers up for
so-called “premium services” that sent text
messages with horoscopes and other information,
and then placed recurring charges of $9.99

per month on mobile phone bills, all allegedly
without consumers’ knowledge or permission.

In November 2013, Wise Media agreed to a
settlement that permanently bans it from placing
any charges on consumers’ telephone bills or
assisting anyone else in doing so.

This year also marked the 10th anniversary of
the FTC’s National Do Not Call Registry, which
allows consumers to opt-out of receiving certain
telemarketing calls. The Registry currently
includes over 223 million telephone numbers
and remains one of the government’s most
popular programs. The agency escalated its
campaign against illegal robocalls by leading
joint federal-state law enforcement efforts against
operations allegedly responsible for millions of
robocalls pitching phony credit card interest rate
reductions. In addition, the FTC challenged

the public to create an innovative technological
solution to block illegal robocalls. Out of the
nearly 800 eligible submissions to the FTC’s

FEDERAL TRADE COMMISSION « PERFORMANCE AND ACCOUNTABILITY REPORT
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Robocall Challenge, two winners tied for the
$50,000 prize and they are working to bring their
ideas to market.

The FTC also continued its law enforcement
efforts to stop fraudulent financial services. In
June 2013, the FTC brought an action against
Mortgage Investors Corporation, one of the
nation’s leading refinancers of veterans’ home
loans. The company will pay a record $7.5 million
civil penalty to resolve allegations that it violated
the agency’s Telemarketing Sales Rule by calling
more than 5.4 million U.S. service members and
veterans whose phone numbers were on the Do
Not Call Registry and misrepresenting the cost

of and savings from refinancing mortgages. This
case also represents the first action brought by the
FTC to enforce the Mortgage Acts and Practices -
Advertising Rule, which allows the FTC to collect
civil penalties for deceptive mortgage ads. In July
2013, the FTC also reached a settlement with the
world’s largest debt collection operation, Expert
Global Solutions and its subsidiaries, who agreed
to stop harassing consumers with allegedly illegal
debt collection calls and to pay a $3.2 million civil
penalty - the largest ever obtained by the FTC
against a third-party debt collector.

PROMOTING COMPETITION

One of the agency’s top priorities is promoting
competition in the health care sector of the
economy. This year the FTC had two landmark
victories at the U.S. Supreme Court. In June 2013,
the FTC achieved a significant victory when the
Supreme Court ruled in FTC v. Actavis that pay-
for-delay settlements can violate the antitrust
laws and should be subject to antitrust review.

In so doing, the Court overturned the so-called
“scope of the patent” test, which some courts had
adopted, and which had virtually immunized
pay-for-delay settlements from antitrust review.
Because of the Court’s decision, the FTC is in

a much stronger position to protect consumers

FEDERAL TRADE COMMISSION « FISCAL YEAR 2013

from anticompetitive drug-patent settlements
that result in higher drug costs. Additionally, in
February 2013, the Supreme Court unanimously
ruled in favor of the FTC in FTC v. Phoebe Putney
Health System, reviving the FTC’s administrative
challenge to a hospital merger resulting in a
monopoly for general acute-care inpatient
services in the Albany, Georgia area. Addressing
the respondents’ claim of state action immunity,
the Court held that the Georgia legislature did not
articulate a clear policy that hospital authorities
could eliminate competition through a hospital
merger merely by conferring general corporate
powers on the local hospital authority. The ruling
has broad implications for antitrust enforcement
because it clarifies and tightens the test for
determining when state action immunity applies
to anticompetitive actions by non-sovereign state
actors, such as the Georgia Hospital Authority of
Albany-Dougherty County.

OUTREACH AND PARTNERSHIPS

Consumers, industry, and our law enforcement
partners keep us informed about real-world
trends and challenges in the marketplace.
Consumers can contact us online or via toll-
free phone numbers. Our public outreach also
includes online resources, such as www.ftc.gov,
much of which is also available in Spanish. We
also provide updates on Facebook and Twitter,
and host educational videos on the FTC’s
YouTube channel. The FTC’s online Business
Center offers extensive guidance to businesses.

FINANCIAL MANAGEMENT

Being diligent and responsible stewards of the
public resources that the American taxpayers and
the Congress provide to us is one of our most
important jobs. For the FY 2013 independent
financial audit, we received our 17th consecutive
unqualified opinion, the highest audit opinion
available. The independent auditors did not
identify any material weaknesses, significant



deficiencies, or instances of non-compliance with
laws and regulations. Iam pleased to report that
management’s assessment of risks and review of
controls also disclosed no material weaknesses
(see Statement of Assurance, p. 27) and that the
financial and performance data presented here is
reliable and complete.

FUTURE CHALLENGES

In pursuing our strategic goals and objectives,
many of the FTC’s challenges are defined by

the conditions of the marketplace, and thus are
ever changing. We work to stay informed about
new technologies, which can bring tremendous
benefits to consumers, but also pose challenges on
both the competition and consumer protection
fronts. For a more detailed description of our
mission challenges that have been identified by
senior management, see p. 21.

N, INTRODUCTION

Additionally, the Reports Consolidation Act of 2000
requires the Inspector General (IG) to determine

key management and performance challenges facing
the agency, and to assess our progress in addressing
them. The IG noted that the agency faces challenges
this coming year in consolidating two Washington,
D.C. satellite offices into one space at the Constitution
Center building; securing the agency’s information
systems and networks from destruction, data loss, or
compromise; and reducing the vulnerability of leaks
of nonpublic information during FTC investigations.
Agency management agrees that these are critical chal-
lenges, and with the IG’s assessment of our progress in
addressing the challenges, as discussed in the Other
Accompanying Information Section of this report (see
p. 138).

All of us at the FTC look forward to continuing
our work to protect American consumers and
promote competition along with our partners and
colleagues in Congress, industry, and domestic
and international law enforcement.

Edith Ramirez /
December 16, 2013
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— MANAGEMENT’S DISCUSSION AND ANALYSIS

MISSION AND ORGANIZATION

The work of the Federal Trade Commission (FTC)

is critical to protecting and strengthening free and
open markets and promoting informed consumer
choice, both in the United States (U.S.) and around
the world. The FTC performs its mission through the
use of a variety of tools, including law enforcement,
rulemaking, research, studies on marketplace trends
and legal developments, and consumer and business
education.

A U.S. economy characterized by vigorous competition
among producers and consumer access to accurate
information, yielding high-quality products at low
prices and encouraging efficiency, innovation, and
consumer choice.

To prevent business practices that are anticompetitive
or deceptive or unfair to consumers; to enhance
informed consumer choice and public understanding
of the competitive process; and to accomplish this
without unduly burdening legitimate business activity.

Consumers and businesses are likely to be more
familiar with the work of the FTC than they think. In
the consumer protection area, the product warranties,
care labels in clothes, and labels showing the energy
costs of home appliances provide information that is
required by the FT'C. Likewise, businesses must be
familiar with the laws requiring truthful advertising
and protecting consumers’ personally identifiable and
sensitive health information. These laws are enforced
by the FTC.

Competition among independent businesses is good
for consumers, the businesses themselves, and the
economy. Competitive markets yield lower prices
and better quality goods and services, and a vigorous
marketplace provides the incentive and opportunity
for the development of new ideas and innovative
products and services. Many of the laws governing
competition also are enforced by the FTC.

The FTC has a long tradition of maintaining a
competitive marketplace for both consumers and
businesses. When the FTC was created in 1914,

its purpose was to prevent unfair methods of
competition in commerce as part of the battle to
“bust the trusts” Over the years, the Congress passed
additional laws giving the agency greater authority
over anticompetitive practices. In 1938, the Congress
passed a broad prohibition against “unfair or deceptive
acts or practices in or affecting commerce.” Since
then, the FTC also has been directed to enforce

a wide variety of other consumer protection laws
and regulations, including the Telemarketing Sales
Rule, the Identity Theft Act, and the Equal Credit
Opportunity Act.

FEDERAL TRADE COMMISSION « PERFORMANCE AND ACCOUNTABILITY REPORT



MANAGEMENT’S DISCUSSION AND ANALYSIS ﬁ

The FTC Commission as of September 30, 2013: (left to right) Joshua D. Wright, Commissioner; Julie Brill, Commissioner; Edith

Ramirez, Chairwoman; Maureen Ohlhausen, Commissioner.

OUR ORGANIZATION

The FTC is an independent agency that reports to
the President and to Congress on its actions. These
actions include pursuing vigorous and effective law
enforcement; advancing consumers’ interests by
sharing its expertise with federal and state legislatures
and U.S. and international government agencies;
developing policy and research tools through
hearings, workshops, and conferences; and creating
practical and plain-language educational programs
for consumers and businesses in a global marketplace
with constantly changing technologies.

The FTC is headed by a Commission composed of
five commissioners, nominated by the President and
confirmed by the Senate, each serving a seven-year
term. No more than three commissioners may be
from the same political party. The President chooses

FEDERAL TRADE COMMISSION « FISCAL YEAR 2013

one commissioner to act as Chairman. The post is
currently held by Chairwoman Edith Ramirez, a
commissioner since 2010, who was confirmed as
Chairwoman by the U.S. Senate on March 4, 2013. At
the end of the fiscal year, the commissioners were Julie
Brill, Maureen K. Ohlhausen, and Joshua D. Wright.

The FTC’s mission is carried out by three bureaus:
the Bureau of Consumer Protection, the Bureau of
Competition, and the Bureau of Economics. Their
work is aided by the Office of General Counsel, the
Office of International Affairs, the Office of Policy
Planning, the Office of Public Affairs, the Office of
Congressional Relations, the Office of the Secretary,
the Office of the Executive Director, the Office of
Administrative Law Judges, the Office of Equal
Employment Opportunity, the Office of Inspector
General, and seven regional offices.




MANAGEMENT’S DISCUSSION AND ANALYSIS

L
FEDERALTRADE COMMISSION ORGANIZATIONAL CHART

Commissioner Commissioner Chairwoman Commissioner Commissioner
Maureen Ohlhausen Julie Brill Edith Ramirez Joshua D. Wright (Vacant)

Chief of Staff
Heather Hippsley

Office of
Congressional Relations
Jeanne Bumpus

Office of
SRR Administrative Law Judges*
D. Michael Chappell

Office of Public Affairs
Peter P. Kaplan (Acting)

Office of
e = = = = Inspector General*

Office of Scott E. Wilson

Policy Planning
Andrew |. Gavil

Office of Equal
SRR Employment Opportunity

Office of Kevin D. Williams

International Affairs
Randolph W. Tritell

Office of the Secretary
Donald S. Clark

Bureau of

Office of the Bureau of Office of the Bureau of
Economics**

General Counsel Consumer Protection Executive Director Competition
Jonathan E. Jessica L. Rich David B. Robbins Deborah L. Feinstein

Nuechterlein

Pauline M. Ippolito
(Acting)

Regions

* An independent organization within the FTC
**The current Director is Martin Gaynor, effective October 1, 2013.
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The agency is headquartered in Washington, DC, and operates with seven regions across the U.S. The graphic
below illustrates the locations of the FTC regions.

NORTHWEST

(includes Alaska)

*seatilefs MIDWEST PR
and U.S. Virgin Islands)

Chicago)IL * Clevelzmd, OH

& EAST CENTRAL
“Washington, DC
(Headquarters)

® San Francisco, CA

® Los Angeles, CA

WESTERN

(includes Hawaii)

SOUTHWEST SOUTHEAST

OUR PEOPLE

The FTC’s workforce is its greatest asset. The agency’s workforce consists of 1,165 civil service employees dedicated
to addressing the major concerns of American consumers. The chart below shows workforce composition by

category.

FTC'S WORKFORCE COMPOSITION

Attorneys; 616

Senior Management; 39 ———Ell—

Other*; 360 Economists; 80

Paralegals; 70

*“Other” includes support staff, program management, investigators, and information technology-related occupations.
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PERFORMANCE OVERVIEW

This section explains the FT'C’s strategic and
performance planning framework and summarizes the
key performance measures and efficiency measures
reported in the Performance Section. The Performance
Section contains details of program performance
results, trend data by fiscal year, resources, strategies,
factors affecting performance, and the procedures
used to verify and validate the performance data. The
financial data and performance results described in
this report enable the FTC to administer its programs,
gauge their success, and make adjustments necessary
to improve program quality for the public. The

steps the FT'C has taken to ensure the performance
information it reports is complete, accurate, and
consistent are described in the Performance Section
under Verification and Validation of Performance
Data, and in Appendix A: Data Quality Information.

Strategic Goals

Objectives

Performance Measures

Key Measures

Targets

— MANAGEMENT’S DISCUSSION AND ANALYSIS

STRATEGIC AND PERFORMANCE
PLANNING FRAMEWORK

The FY 2013 performance planning framework
originates from the FTC’s Strategic Plan for Fiscal
Years 2009 to 2014, available at www.FTC.gov/opp/
gpra/spfy09fy14.pdf and is supported by the FTC’s
Performance Plan, available at www.ftc.gov/sites/
default/files/documents/reports_annual/performance-
plan/2013_performance_plan.pdf.

In FY 2012, the FTC released an addendum to the
strategic plan that included several target increases and
a minor measure change. The changes have been noted
in this report next to each measure’s performance
discussion, as applicable. The addendum is available
at www.ftc.gov/sites/default/files/documents/reports_
annual/strategic-plan/spfy09fy14add.pdf.

The FTC began operating under this strategic plan

in FY 2010. The FTC’s work is structured around
three strategic goals and 13 objectives. Performance
measures are used to gauge the FTC’s success for each
objective.

In FY 2014, the agency will implement an updated
strategic plan for fiscal years 2014 to 2018, which will be
available at www.ftc.gov/opp/gpra/index.shtm.

The table below describes each element in the FTC’s
performance framework.

Statements of long-term aims outlined in the Strategic Plan, which define
how the agency carries out its mission.

Statements of how the FTC plans to achieve the strategic goals.

Indicators used to gauge success in reaching strategic objectives.

Measures that best indicate whether agency activities are achieving the
desired outcome associated with the related objective.

Expressions of desired performance levels or specific desired results
targeted for a given fiscal year. Targets are expressed in quantifiable terms.
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MANAGEMENT'’S DISCUSSION AND ANALYSIS ﬁ

STRATEGIC GOALS
L OBJECTIVES

(Numbers shown in millions)

PROTECT CONSUMERS Identify fraud, deception, and unfair practices that cause the greatest

Prevent fraud, deception, and unfair consumer injury.

business practices in the marketplace. : . .

P P Stop fraud, deception, unfairness, and other unlawful practices through law
enforcement.

Net Costs: $151
Prevent consumer injury through education.

Enhance consumer protection through research, reports, rulemaking, and
advocacy.

Protect American consumers in the global marketplace by providing
sound policy and technical input to foreign governments and international
organizations to promote sound consumer policy.

MAINTAIN COMPETITION Take action against anticompetitive mergers and practices that may cause

Prevent anticompetitive mergers significant consumer injury.

and other anticompetitive business - .

practices in the marketplace. Prevent consumer injury through education.

Enhance consumer benefit through research, reports, and advocacy.

Net Costs: $41 Protect American consumers in the global marketplace by providing sound
policy recommendations and technical advice to foreign governments and
international organizations to promote sound competition policy.

ADVANCE PERFORMANCE . .

, Provide effective human resources management.

Advance the FTC's performance

through organizational, individual, and _ o .

management excellence. Provide effective infrastructure and security management.

Goal 3’s costs are distributed to Goal 1 and . L .

) Provide effective information resources management.

Goal 2 predominately by Goal 1’s and Goal

2's FTE usage, except for those non-pay costs ) o ) o

that are clearly attributable to a specific goal Provide effective financial and acquisition management.

Note: Net Costs represent the annual cost of agency operations. The gross cost less any offsetting revenue is used to determine the net cost.

PERFORMANCE MEASUREMENT Management Office also leads quarterly performance
PROCESS measure reviews that coincide with the budget

execution reviews. The CFO/PIOQ, the Executive
Bureau and Office representatives serve as the Director/Chief Operating Officer, and the Chief of
Performance Measure Reporting Officials (PMROs), Staff/Chairwoman are briefed on the results and any
who act as data stewards for each of the agency’s significant variances in planned versus actual results.
publicly-reported performance measures. The PMROs The PIO and Deputy PIO then coordinate with the
report to the Deputy Performance Improvement PMROs on any adjustments to strategies and tactics
Officer (PIO) on a monthly, quarterly, or annual basis based on the performance results.

via an internal data reporting tool. The Financial
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KEY PERFORMANCE MEASURES are considered efficiency measures because either

AND EFFICIENCY MEASURES they are ratios of outcomes to inputs or they capture
administrative timeliness. For each measure, the FTC
OVERVIEW ’

The FTC has established performance measures for

has established a performance target.

The following table summarizes actual performance

assessing program performance against strategic during FY 2013 against established targets for all of the
goals and objectives. Of the 40 measures, 16 are

FTC’s key performance and efficiency measures and
considered “key” measures because they best indicate

provides a synopsis of related highlights. The table also
includes actual results from the past three fiscal years.
The FTC met or exceeded all of the 16 key measures

whether agency activities are achieving the desired
outcome associated with the related objective, and
are indicated with a key graphic throughout this and 4 of the 4 efficiency measures.
report. Additionally, four performance measures

LEGEND FOR UPCOMING TABLES

v/ Signifies that the target is met or exceeded

R Signifies that the target is not met

STRATEGIC GOAL 1: PROTECT CONSUMERS

Objective 1.1: Identify fraud, deception, and unfair practices that cause the greatest
consumer injury.

> Key Measure 1.1.2 The percentage of the FTC's consumer protection law enforcement actions that target
the subject of consumer complaints to the FTC. (Output Measure)

Performance Highlights
. . ' In FY 2013, the FTC filed its first case against mobile
Target 70.0% of actions cramming — the placement of unauthorized charges on
mobile phone bills. The FTC took legal action to shut down
2013 Wise Media, an operation that allegedly signed consumers
90,9% up for so-called “premium services” that sent text messages
Actual ‘/ 0 with horoscopes and other information, and then placed
repeating charges of $9.99 per month on mobile phone bills,
all without consumers’knowledge or permission.
90.6% * Annual targets for FY12 - FY14 were increased based on
2012 Actual v projected future performance as reported in the FTC's FY 2012
Strategic Plan Addendum.
2011 Actual 8%%
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Objective 1.2: Stop fraud, deception, unfairness, and other unlawful practices through law

enforcement.

> Key Measure 1.2.1 The percentage of all cases filed by the FTC that were successfully resolved through
litigation, a settlement, or issuance of a default judgment. (Outcome Measure)

80.0-90.0%
*Target of cases 0
*¥%2013
(0)
Actual 9834)
0,
2012 Actual 10‘2',‘”’
0,
2011 Actual 103'/06

Performance Highlights

Mortgage Investors Corporation, one of the nation’s leading
refinancers of veterans'home loans, agreed to pay a $7.5
million civil penalty to resolve allegations that it called more
than 5.4 million U.S. service members and veterans whose
phone numbers were on the Do Not Call Registry and
misrepresented the cost of and savings from refinancing
mortgages. The settlement represents the largest fine the
FTC has ever collected for allegedly violating Do Not Call
provisions of the agency’s Telemarketing Sales Rule (TSR).
This case also represents the first action brought by the FTC
to enforce the Mortgage Acts and Practices - Advertising
Rule (MAP Rule), which allows the FTC to collect civil
penalties for deceptive mortgage ads.

*Annual targets for FY12 - FY14 were increased based on
projected future performance as reported in the FTC's FY 2012
Strategic Plan Addendum.

**This measure will no longer be reported after FY 2013.

Efficiency Measure 1.2.3 The percentage of redress cases in which the FTC distributes redress dollars designated

for distribution to consumers within six months.

Target 90.0% of cases
**2013
94.7%
Actual
v
95.0%
2012 Actual v
100.0%
2011 Actual v

Performance Highlights

The agency returns funds to victims of deceptive practices
following the successful prosecution of defendants that
result in judgments or settlements. For example, the FTC
mailed 50,395 refund checks worth more than $1.1 million
to consumers who were allegedly victimized by Health
Care One and three affiliated companies, a telemarketing
operation charged with tricking consumers into buying
worthless medical discount plans. Pursuant to settlement
agreements in the case, the defendants were required

to surrender their assets so money could be returned to
consumers. The orders also banned the defendants from
selling healthcare-related goods and services in the future,
among other things.

**This measure will no longer be reported after FY 2013.
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Objective 1.3: Prevent consumer injury through education.

> Key Measure 1.3.2 Customer satisfaction rate with an FTC consumer education website or microsite.
(Outcome Measure)

Target 73.0%
2013
80.0%
Actual v
2012 Actual 813%
2011 Actual 81‘9%

Performance Highlights

The FTC used the American Customer Satisfaction Index
(ACSI) to measure how satisfied visitors to OnGuardOnline.
gov are. Over 100 federal agencies use this survey to
measure customer satisfaction. In FY 2013, OnGuardOnline.
gov maintained an overall customer satisfaction score of
80%, well above the benchmark score for government
websites (739%). The survey also allows the FTC to measure
key website elements such as navigation, site information,
look and feel, site performance and functionality. The
OnGuardOnline.gov score for each of these elements was
above the national benchmark for satisfaction. In addition,
71% of respondents said the site helped them do what they
wanted and 60% said they learned something on the site
that would change their online behavior in the future, a
strong indication that the site is an effective and helpful tool
for consumers.

Objective 1.4: Enhance consumer protection through research, reports, rulemaking, and

advocacy.

> Key/Efficiency Measure 1.4.4 The percentage of proposed Administrative Procedure Act (APA) rulemakings,
conducted solely by the FTC, completed within nine months of receipt of final comments in the Final Notice of
Proposed Rulemaking.

75.0% of
Target rulemakings
*%2013
Actual N/A
2012 Actual N/A
[¢)
2011 Actual 833*’

Performance Highlights
There is no data to consider under this measure, as the FTC
had no APA rulemakings to consider in FY 2013.

**This measure will no longer be reported after FY 2013.
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Objective 1.5: Protect American consumers in the global marketplace by providing sound
policy and technical input to foreign governments and international organizations to
promote sound consumer policy.

> Key Measure 1.5.1 Policy advice provided to foreign consumer protection and privacy agencies, directly
and through international organizations, through substantive consultations, written submissions, or comments.
(Output Measure)

Performance Highlights

In FY 2013, the FTC provided policy advice in 61 instances,
*%¥2013 *Target 60 policy inputs | through consultations, presentations, and written
comments. New and emerging Internet policy and
consumer privacy issues are being considered both by

foreign agencies and by a growing range of international
61 organizations. This has sustained a strong demand for the
Actual v FTC's policy advice and technical input on consumer policy
and related issues.

* Annual targets for FY12 - FY14 were increased based on
65 projected future performance as reported in the FTC's FY 2012
2012 Actual v Strategic Plan Addendum.

**This measure will no longer be reported after FY 201 3.

2011 Actual v
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STRATEGIC GOAL 2: MAINTAIN COMPETITION

Objective 2.1: Take action against anticompetitive mergers and practices that may cause
significant consumer injury.

> Key Measure 2.1.1 Actions to maintain competition, including litigated victories, consent orders,
abandoned transaction remedies, restructured transaction remedies, or fix-it-first transaction remedies in a
significant percentage of substantial merger and nonmerger investigations. (Outcome Measure)

Performance Highlights

The FTC obtained a positive result in 27 of the 64 significant
merger and nonmerger (anticompetitive practices)
investigations it concluded during FY 2013. Actions
pertaining to mergers included successful second request
or compulsory process investigations in a variety of matters
across various industries: pharmaceuticals hospitals, high
technology, manufacturing, and energy. Additionally, the
2013 FTC successfully concluded its litigation against the Polypore
International/Daramic merger, securing divestiture of the
acquired assets and a restoration of competition lost in the
42 2% merger. After securing a significant victory in the Supreme
Actual v Court on the parameters of the state action defense in
antitrust cases, the FTC settled its litigation against the
Phoebe Putney Health System.

40.0-60.0% of
Target substantial
investigations

In regard to anticompetitive practices, the FTC took action
to stop and prevent anticompetitive tactics that harm
consumers by thwarting competition. For example, during
ey FY 2013, the FTC issued a consent order prohibiting IDEXX
2012 Actual 70 (the US's largest supplier of diagnostic testing products used

v by small animal veterinarians) from maintaining concurrent
exclusive distribution agreements with all three top tier
distributors for the next 10 years. In another conduct case,
the FTC required Google to license on fair, reasonable, and
non-discriminatory terms patents that it had acquired in
its acquisition of Motorola Mobility. In ongoing litigation,
the Supreme Court held in FTC v. Actavis that pay-for-delay
2011 Actual 34.1%'" agreements between brand and generic pharmaceutical

P 4 companies are subject to antitrust scrutiny, thus reversing a
lower court’s dismissal of the FTC's case. The matter can now
proceed to trial.

! This is a correction to results reported in the FY 2011 PAR. The results should have been based on 15 out of 44 cases, or 34%. The FY 2011
PAR reports actuals on 14 of 44 cases, or 32%.
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Efficiency Measure 2.1.4 Consumer savings of at least thirteen times the amount of FTC resources allocated to the

merger program.

Performance Highlights
During FY 2013, the agency saved consumers approximately
*Target 1,300.0% 13 times the amount of resources devoted to the merger
program.
2013
*Annual targets for FY12 - FY14 were increased based on
1382.2% projected future performance as reported in the FTC’s FY 2012
Actual v Strategic Plan Addendum.
(o)
2012 Actual 1A
Actual 1,419.0%”’
2011 . v

Efficiency Measure 2.1.7 Consumer savings of at least twenty times the amount of FTC resources allocated to the

nonmerger program.

Performance Highlights
During FY 2013, the agency saved consumers approximately
*Target 2,000.0% 23 times the amount of resources devoted to the nonmerger
enforcement program. This is largely attributable to the
2013 consumer savings from one particular case from FY 2010
involving Intel Corporation. The targets for FY 2012 through
2996.0% FY 2014 were modified in response to the agency greatly
Actual "V exceeding the target due to this case.
* Annual targets for FY12 - FY14 were increased based on
projected future performance as reported in the FTC's FY 2012
Actual 1831.7% Strategic Plan Addendum.
2012 . %
Actual 1,917.7%
2011 . v

2 This is a correction to results reported in the FY 2011 PAR. The results should have been based on a savings of $532.2 (million), or 1,419%.
The FY 2011 PAR reports savings of $531.5 (million), or 1,417%.
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Objective 2.2: Prevent consumer injury through education.

> Key Measure 2.2.1 Competition resources accessed via the FTC's website. (Output Measure)

Performance Highlights

The FTC is committed to developing readily-available

online competition content. Through its online presence,
the FTC strives to provide content to serve its stakeholders,
whether they are individual consumers, affected businesses,
researchers, or practitioners and policy makers. During FY
2013, the FTC's online competition resources registered over
44 million hits. These resources include pages that relate
441 to individual investigations (such as complaints, orders,
Actual v comments, and press releases), policy and research oriented
content (such as reports, policy guides, and fact sheets,
workshop or conference webpages, the online competition
enforcement database, advocacy filings, and amicus briefs),
and business and consumer education material. The use by
232 the FTC of social media, including Twitter and Facebook, has
2012 Actual ot driven more traffic than expected to certain competition
related pages, including the FTC's early termination notices.
The agency did not account for the rapid growth in these
tools when it set the target for this measure.

*Target 24.0 million hits

¥%2013

* Annual targets for FY12 - FY14 were increased based on
Actual D projected future performance as reported in the FTC’s FY 2012
2011 ‘/ Strategic Plan Addendum.

**This measure will no longer be reported after FY 2013.
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Objective 2.3: Enhance consumer benefit through research, reports, and advocacy.

> Key Measure 2.3.1 Workshops, seminars, conferences, and hearings convened or cosponsored that involve
significant competition-related issues. (Output Measure)

Performance Highlights

The FTC devotes resources to the creation of workshops,

conferences and conferences, and hearings to foster an environment of
hearings discussion and analysis of competition-related issues. In FY

2013 2013, the FTC held four major conferences.

4 workshops,

seminars,
Target

4 One event was the Pet Medications Workshop held in
Actual v October 2012. The workshop examined competition and
consumer protection issues in the pet medications industry.

The FTC's Microeconomics Conference, held in November
3 2012, focused on antitrust, consumer protection and policy
2012 Actual ® issues that FTC economists encounter in their work. It

also included discussions of structural models in applied
industrial organization and the economics of hospital
competition.

A joint conference was held in December 2012 with the
Department of Justice’s Antitrust Division. Participants
examined the impact of patent assertion entity activity on
2011 Actual :; innovation and competition.

Finally, the FTC hosted a forum on using enforceable industry
codes of conduct to protection consumers in cross-border
commerce, which included a discussion of the anti-trust
implications of such codes.
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> Key Measure 2.3.2 Reports and studies issued on key competition-related topics. (Output Measure)

8 reports and

Target studies
2013
14
Actual v
9
2012 Actual v
11
2011 Actual v

Performance Highlights

A key component to the FTC's competition-related
strategy objective is studying and issuing working papers
on competition-related topics. During FY 2013, the

FTC published working papers on how mergers affect
competition in grocery retailing, the structural evolution of
the dialysis industry with a focus on differences between
for profit and nonprofit clinics, and the effect of entry on
generic drug prices. The FTC also published an annual report
on concentration in the ethanol industry and the Hart-
Scott-Rodino Annual Report on the premerger notification
program and merger enforcement.

> Key Measure 2.3.3 Advocacy comments and amicus briefs on competition issues filed with entities

including federal and state legislatures, agencies or courts. (Qutput Measure)

10 comments
*Target and briefs
*%*2013

19
Actual v
18
2012 Actual v
16
2011 Actual v

Performance Highlights

In FY 2013, the FTC filed advocacy comments and amicus
briefs on competition issues such as pay-for-delay
pharmaceutical patent settlements, standard essential
patents, the regulation of certified registered nurse
anesthetists and advanced practice registered nurses,
taxicab licensing, and smartphone applications for arranging
passenger motor vehicle transportation services.

* Annual targets for FY12 - FY14 were increased based on
projected future performance as reported in the FTC’s FY 2012
Strategic Plan Addendum.

**This measure will no longer be reported after FY 2013.
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Objective 2.4: Protect American consumers in the global marketplace by providing sound
policy recommendations and technical advice to foreign governments and international
organizations to promote sound competition policy.

> Key Measure 2.4.1 Policy advice provided to foreign competition agencies, directly and through
international organizations, through substantive consultations, written submissions, or comments. (Output
Measure)

Performance Highlights
In FY 2013, the FTC provided policy advice to foreign

*Target 60 policy inputs | competition agencies in over 100 instances through
consultations, written submissions, or comments. The FTC's
*%¥2013 policy advice remains highly regarded and sought after by
new and more experienced competition agencies and by
100 participants in international competition organizations and
Actual W conferences.

* Annual targets for FY12 - FY14 were increased based on
projected future performance as reported in the FTC's FY 2012

146 Strategic Plan Addendum.
2012 Actual v

**This measure will no longer be reported after FY 2013.

2011 Actual v
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STRATEGIC GOAL 3: ADVANCE PERFORMANCE

Objective 3.1: Provide effective human resources management.

> Key Measure 3.1.2 The extent employees think the organization has the talent necessary to achieve
organizational goals. (Outcome Measure)

Target 56.0%
2013
69.0%
Actual v
2012 Actual 7%3%
2011 Actual 7(13%

Performance Highlights

The Federal Human Capital Survey includes 98 questions
that measure how effectively agencies manage their
workforces. The FTC was at least five points higher than
the government-wide average on 63 of the 84 non-
demographic questions, and only one item fell more than
five points below the government-wide average on any
question. In Talent Management, the government-wide
results were 56.0% and the FTC received 69.0%, which is
second place compared to 37 other departments and
agencies with more than 1,000 full-time employees.

Objective 3.2: Provide effective infrastructure and security management.

> Key Measure 3.2.1 A favorable Continuity of Operations (COOP) rating. (Output Measure)

Target 75.0% rating
2013
85.0%
Actual v
2012 Actual 9%9%
2011 Actual 7i9%

Performance Highlights

The FTC participated in the government-wide Eagle Horizon
Exercise 2013 to test and verify the effectiveness of the FTC
COOP. The FTC's overall score of 85.0% for the Eagle Horizon
2013 Exercise reflects the strong overall commitment

and continued support of the FTC COOP. This score was
comparable to the 2012 score and demonstrates sustained
high performance for the FTC's participation in COOP testing
exercise conducted by the Federal Emergency Management
Agency (FEMA). Continued efforts to better define the FTC's
essential functions and ensure that effective procedures

are in place are reflected in the outstanding overall exercise
score.
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> Key Measure 3.2.2 Availability of information technology systems. (Outcome Measure)

Performance Highlights
Tarqet 99.50% system | In FY 2013, the information technology services pool
9 availability averaged 100.0% availability, exceeding the target. These
2013 services include mission critical systems, such as email,
phone and voicemail, and wireless services.
100.0%
Actual V
99.86%
2012 Actual v
99.82%
2011 Actual v

Objective 3.3: Provide effective information resources management.

@ Key Measure 3.3.1 The percentage of Commission-approved documents in the FTC's ongoing and newly
initiated proceedings available via the Internet within 15 days of becoming part of the public record. (Output
Measure)

Performance Highlights
Making public documents available on the public FTC

Target 80.0% website in a timely manner increases public awareness of
the FTC's activities. Examples of public documents approved
%% by the FTC and placed on the website include (1) the
2013 , ) . - P
FTC's complaints, pleadings, opinions and orders filed in
80.6% adjudicative proceedings; (2) the Federal Register notices
Actual v in rulemaking, guide issuance, regulatory review, consent

agreement, and other proceedings in which the FTC solicits
public comments; (3) reports by the FTC and its staff; (4)
advocacy filings; (5) final consent orders and accompanying
80.2% complaints; and (6) the FTC's complaints, briefs, and

2012 Actual v proposed orders filed in federal court litigation.

In FY 2013, the agency posted 80.6% of documents tracked
under this measure on the FTC's public website within 15

82.0% days of becoming part of the public record.
2011 Actual ./

**This measure will no longer be reported after FY 2013.
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Objective 3.4: Provide effective financial and acquisition management.

> Key Measure 3.4.2 The percentage of Bureaus/Offices that establish and maintain an effective, risk-based
internal control environment. (Outcome Measure)

Performance Highlights
The Statements of Assurance submitted by the agency’s

Target 100.0% major components provide the basis for measuring the
effectiveness of the agency’s risk-based internal control
¥%¥2013 environment. Based on these Statements of Assurance,
100% of the major components establish and maintain an
o effective, risk-based internal control environment.
100.0%
Actual v

**This measure will no longer be reported after FY 2013.

100.0%
2012 Actual v

100.0%
2011 Actual v
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AGENCY MISSION CHALLENGES

The FTC stands prepared to face the challenges of
today’s marketplace as a champion for competition
and consumers. As a small law enforcement agency
with a broad mandate, many of the FTC’s challenges
are defined by the conditions of the marketplace, and
thus are ever changing. For example, as consumers
and businesses encounter difficulties with financial
scams, deceptive or fraudulent advertising, online
privacy and data security, and anticompetitive
business practices in the technology, health care and
other industries, the FTC steps forward to promote
competition and protect consumers. Agency mission
challenges are presented as they relate to the agency’s
strategic goals: Strategic Goal 1 (Protect Consumers)
and Strategic Goal 2 (Maintain Competition). A
reference to the most applicable strategic objectives is
also provided, so readers may refer to descriptions of
related performance targets and actual results listed by
objective within the Performance Section.

Management’s assessment was performed separately
from the Inspector General’s (IG) identified
management and performance challenges (see Other
Accompanying Information Section). Management
concurs with the IG identified challenges and his
assessment of agency progress in addressing the
challenges.

STRATEGIC GOAL 1: PROTECT
CONSUMERS: PREVENT FRAUD,
DECEPTION, AND UNFAIR
BUSINESS PRACTICES IN THE
MARKETPLACE

Under the goal of protecting consumers, the FTC

will continue to give priority to addressing the
following challenges: protecting consumer privacy and
improving data security, stopping harmful practices
that take advantage of new technology, promoting

FEDERAL TRADE COMMISSION « FISCAL YEAR 2013

compliance in new media, protecting underserved
Americans from fraud, protecting consumers in the
financial services marketplace, combating identity
theft, targeting deceptive advertising relating to
consumers’ health, protecting children in the
marketplace, and evaluating environmental marketing
claims.

PROTECTING CONSUMER PRIVACY AND
IMPROVING DATA SECURITY:

The FTC will continue to take a leading role in efforts
to protect consumers from unfair, deceptive, or other
illegal practices related to the privacy of their personal
information, while preserving the many benefits that
technological advances offer. The agency will stop
unfair and deceptive consumer privacy and data
security practices through law enforcement. It will
promote stronger privacy protections through policy
initiatives on a range of topics such as studying the
privacy practices of the data broker industry. The FTC
will also participate in interagency groups, promote
self-regulatory efforts, provide technical assistance to
the Congress on draft legislation, and participate in
international privacy initiatives. (Objectives 1.1, 1.2,
1.3,and 1.4)

STOPPING HARMFUL PRACTICES
THAT TAKE ADVANTAGE OF NEW
TECHNOLOGY:

Technology provides countless benefits to consumers,
including choice, convenience, and increased access
to goods, services, and information. It also enables,
however, new vehicles for fraudulent, deceptive,
and unfair practices in the marketplace. The FTC
will continue to examine consumer protection
issues in the mobile marketplace. The FTC will take
enforcement actions against unfair and deceptive
practices, including mobile cramming, text message
spam, and misleading representations about apps.
Technological advances also have created law



enforcement challenges such as making it difficult for
consumers and law enforcers to identify the location
of fraudsters pitching scams over the telephone

and to combat illegal robocalls. The FTC will
continue to work with consumer groups, industry,
technologists, policymakers, and other stakeholders
to develop solutions to halt illegal robocalls and other
telemarketing calls that violate the National Do Not
Call Registry. (Objectives 1.1, 1.2, 1.3, and 1.4)

PROMOTING COMPLIANCE IN NEW
MEDIA:

As newer media such as text messaging and word-
of-mouth/viral marketing open new avenues for
companies to communicate with consumers,
businesses must ensure that their marketing and sales
practices in this new media comply with the law. The
FTC will promote compliance by conducting outreach
to businesses that engage in viral, mobile, and

affiliate marketing, stressing that existing advertising
principles apply to new media and methods of
marketing. The FTC will also monitor the marketplace
and initiate investigations where appropriate.
(Objectives 1.1, 1.2, 1.3, and 1.4)

PROTECTING UNDERSERVED
AMERICANS FROM FRAUD:

Frauds such as those offering purported government
loans and grants, or income opportunities affect
everyone but pose an even greater risk to those from
low-income and underserved communities, and the
FTC will continue its law enforcement efforts in this
area. The FTC also will continue to use the tools and
authorities available to it to protect consumers by
taking enforcement actions to stop deceptive mortgage
and other debt services, payday lending operations
engaging in deceptive practices, and abusive debt
collection practices. These practices can have severe
consequences for consumers who can least afford it.
The FTC also will combat fraud targeting seniors, such
as prize promotion scams, and examine ways to better
assist older victims. (Objectives 1.1, 1.2, 1.3, and 1.4)

D MANAGEMENT'S DISCUSSION AND ANALYSIS

PROTECTING CONSUMERS IN THE
FINANCIAL SERVICES MARKETPLACE:

Even as the economy recovers, many consumers
continue to face financial challenges. The FTC will
continue to closely coordinate with the Consumer
Financial Protection Bureau to ensure that consumers
are protected in the financial marketplace and to
avoid any duplicative efforts between the agencies. In
addition to the areas of financial fraud identified in
the previous section, the agency also will take action
against deceptive practices related to motor vehicle
sales, leasing, and financing. (Objectives 1.1, 1.2, 1.3,
and 1.4)

COMBATING IDENTITY THEFT:

Identity theft exacts a heavy financial and emotional
toll from its victims, and the FTC will continue to
assist the millions of Americans who are victimized
each year. The FTC will continue to be the repository
for identity theft complaints and make them available
to federal criminal law enforcement agencies. Our
trained counselors will continue to advise identity
theft victims who call our toll free number about
rights and remedies available to them under federal
law. The agency also will publicize its victim
assistance guide for pro-bono attorneys, train local
law enforcement to spot and prosecute identity theft,
and update educational materials to address new

and emerging issues, such as medical and children’s
identity theft. (Objectives 1.1, 1.2, 1.3, and 1.4)

TARGETING DECEPTIVE ADVERTISING
RELATING TO CONSUMERS’ HEALTH:

Consumers can fall prey to fraudulent health
advertising when they are in need of medical help.
The FTC, therefore, will continue to challenge
deceptive advertising of health products, such as
dietary supplements. The agency will focus on disease
prevention and treatment claims; claims aimed at
baby boomers, seniors, and the uninsured; and claims
exploiting emerging health threats. In addition, the
agency is coordinating in a wider government effort
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to prevent fraud related to the new health insurance
marketplaces. (Objectives 1.1, 1.2, 1.3, and 1.4)

PROTECTING CHILDREN IN THE
MARKETPLACE:

Children and teens are particularly vulnerable to
deceptive, unfair, and age-inappropriate advertising.
The agency will educate businesses about their
obligations pursuant to the recently revised Children’s
Online Privacy Protection Act (COPPA) Rule, and
bring enforcement actions as appropriate against
entities that violate the Rule. The FT'C also plans to
monitor alcohol advertising, promote self-regulation
to reduce minors’ exposure to alcohol advertising, and
prepare a report to Congress evaluating compliance
by alcohol companies with self-regulatory guidelines.
Further, the agency will continue to monitor the
marketing of violent entertainment to children and the
ability of teens under age 17 to purchase age-restricted
products containing violent content, and plans to
release the results of an online survey of children
regarding their access to and use of violent mobile
game apps. (Objectives 1.1, 1.2, 1.3, and 1.4)

EVALUATING ENVIRONMENTAL
MARKETING CLAIMS:

Many consumers are interested in purchasing

goods and services that have certain environmental
attributes. Environmental marketing claims (such as
“made with recycled content” or “biodegradable”)
can be potentially useful to consumers. Consumers,
however, cannot judge the veracity of these types

of claims themselves, and the complexity of the
issues involved creates the potential for confusing or
misleading claims. The FTC will educate businesses
about the FTC’s Guides for the Use of Environmental
Marketing Claims (“Green Guides™), and will bring
enforcement actions to stop deceptive environmental
marketing claims. (Objectives 1.1, 1.2, 1.3, and 1.4)
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STRATEGIC GOAL 2: MAINTAIN
COMPETITION: PREVENT
ANTICOMPETITIVE MERGERS
AND OTHER ANTICOMPETITIVE
BUSINESS PRACTICES IN THE
MARKETPLACE

Under the Maintain Competition goal, the FTC

will continue to give priority to the challenges

of promoting competition and preventing
anticompetitive activity particularly in the health
care and pharmaceutical industries, technology
sectors, and energy industries. The agency will also
work on promoting sound competition policy at the
international level and advocating for competition
before federal courts, state legislatures, and other
governmental agencies.

PROMOTING COMPETITION IN HEALTH
CARE AND PHARMACEUTICALS:

The rapidly rising cost of health care, which continues
to account for an increasingly significant share of

the gross domestic product, is a matter of concern

for consumers, employers, insurers, and the nation

as a whole. To ensure that consumers receive the
benefits of competition in health care, the FTC has
made antitrust enforcement in this area a priority.
One particular area of FTC focus has been pay-
for-delay patent settlement agreements between
brand and generic drug manufacturers to delay
generic competition. As the Supreme Court recently
explained in FTCv. Actavis, “there is reason for
concern that settlements taking this form tend to have
significant adverse effects on competition.” These
agreements deprive consumers of access to lower cost
generic drugs. According to FTC economists, these
anticompetitive deals, unless stopped, could cost
consumers up to $35 billion over ten years. The FTC
investigates and challenges patent settlements between
brand and generic companies, when appropriate,

and seeks relief for consumers when appropriate.



The agency also addresses rising prescription drug
prices by investigating pharmaceutical and medical
device company mergers and acquisitions. In addition,
the FTC stops anticompetitive agreements between
physicians and hospital service organizations and
mergers and acquisitions involving hospitals and other
health care providers that may raise the cost of health
care. The agency has issued guidance about antitrust
law to prevent groups of health care providers from
creating and exercising market power to the determent
of consumers. The FTC focuses these efforts so

that misunderstandings about the law do not deter
potentially beneficial collaborations among health
care competitors. The Affordable Care Act of 2010
encourages healthcare providers to create integrated
health care delivery systems, called Accountable Care
Organizations, to improve the quality of care and
lower health care costs. The FTC worked with the
other relevant U.S. agencies (the Antitrust Division

of the Department of Justice and the Centers for
Medicare and Medicaid Services) to develop a Joint
Statement of Antitrust Enforcement Policy for
Accountable Care Organizations, which makes clear
that the antitrust laws are not a barrier to bona fide
collaboration to improve healthcare and reduce costs.
Upon request, FTC staff reviews certain proposed
ACOs. The FTC retains the ability to challenge
collaborations that are anticompetitive. (Objectives
2.1,2.2,and 2.3)

CONTINUING EMPHASIS ON
TECHNOLOGY:

The continuing importance of technology and the
fast pace at which these markets evolve is a crucial
marketplace challenge. FTC antitrust investigations
increasingly involve high-technology sectors of the
economy, such as devices used in manufacturing,
electronic components, and computer hardware and
software. In enforcing the antitrust laws, the FTC
analyzes mergers and acquisitions filed under the
Hart-Scott-Rodino (HSR) Act, and also monitors
the marketplace for non-reportable transactions that

D MANAGEMENT'S DISCUSSION AND ANALYSIS

might raise anticompetitive concerns. The FTC takes
action against those mergers that are likely to reduce
or eliminate competition. In addition, the FTC is
vigilant where a firm may be illegally using a dominant
market position to stifle competition and strengthen
an existing monopoly in order to raise prices, reduce
the quality or choice of goods and services, or reduce
innovation; or where groups of competitors take
collective action that threatens to increase price or
stifle innovation. Furthermore, issues in antitrust and
competition policy matters increasingly intersect with
intellectual property. Among other work, the FTC will
work to advance a greater understanding of the impact
of patent assertion entities (also known as PAEs) on
competition and consumers and take enforcement
activity where appropriate to curb anticompetitive and
deceptive conduct. (Objectives 2.1 and 2.3)

PREVENTING ANTICOMPETITIVE
ACTIVITY IN ENERGY INDUSTRIES:

The price of gasoline and other energy sources
continues to be a great concern for consumers,
businesses, and governments. The agency meets this
challenge by closely monitoring gasoline markets and
moving quickly to address any anticompetitive merger
or nonmerger activity. Through its review of HSR
merger filings and investigation of non-reportable
transactions, the FTC promotes competition and
protects consumers in these markets. The FTC

also continuously examines price movements and
other activity through its Gasoline and Diesel Price
Monitoring Project to identify any conduct that may
not reflect purely competitive decisions based on the
forces of supply and demand. The FTC examines
energy markets for anticompetitive nonmerger activity
as well, such as illegal agreements among competitors,
agreements between manufacturers and product
dealers, monopolization, and other anticompetitive
activities. The FTC continues to investigate whether
certain oil producers, refiners, transporters, marketers,
physical or financial traders, or others (1) have
engaged in practices, including manipulation, that

FEDERAL TRADE COMMISSION « PERFORMANCE AND ACCOUNTABILITY REPORT



MANAGEMENT'’S DISCUSSION AND ANALYSIS ﬁ

have lessened or may lessen competition in the
production, refining, transportation, distribution, or
wholesale supply of crude oil or petroleum products;
or (2) have provided false or misleading information
related to the wholesale price of crude oil or petroleum
products to a federal department or agency. Such
actions could violate Section 5 of the FTC Act,

the Commission’s Prohibition of Energy Market
Manipulation Rule, or Section 811 or Section 812 of
the Energy Independence and Security Act of 2007.
To prepare and support agency staff in meeting these

FEDERAL TRADE COMMISSION « FISCAL YEAR 2013

challenges, the FTC devotes considerable resources to
monitoring and studying energy markets—often in
response to congressionally mandated requirements—
thus developing the professional expertise and body of
knowledge needed to address emerging concerns. The
FTC has issued reports on the factors that influence
the prices that American consumers pay for gas. These
reports, the most recent of which was released in 2011,
show that the price of oil is still the most important
factor in gas prices. (Objectives 2.1 and 2.3)




MANAGEMENT

ASSURANCES

(ON INTERNAL CONTROLS,
FINANCIAL SYSTEMS, AND
COMPLIANCE WITH LAWS AND
REGULATIONS)

IMPLEMENTATION OF THE FEDERAL
MANAGERS’ FINANCIAL INTEGRITY ACT
(FMFIA)

The FTC considers internal controls to be an integral
part of all systems and processes that the agency
utilizes in managing its operations and carrying

out activities toward achieving strategic goals

and objectives. The FTC holds agency managers
accountable for efficiently and effectively performing
their duties in compliance with applicable laws and
regulations and for maintaining the integrity of their
activities through the use of controls.

The FTC’s Senior Assessment Team (SAT) provides
strategic direction and oversight over the agency’s
internal control program, to promote and facilitate
compliance with applicable guidance (e.g., Office of
Management and Budget [OMB] Circular A-123,
“Management’s Responsibility for Internal Control”),
and communicates the results of reviews to senior
management and the head of the agency.

Some of the functions of the SAT are developing
and documenting an internal control review plan,

identifying key processes and related control activities,

performing a preliminary risk assessment of such

processes, reviewing and assessing the overall control

environment, ensuring timely implementation of
any corrective actions needed to address identified
weaknesses, and establishing guidance for program
managers in monitoring and assessing management
controls within their areas of responsibility.

— MANAGEMENT’S DISCUSSION AND ANALYSIS

During FY 2013, the SAT updated guidance for
program managers to use in completing self-
assessments of the processes and controls within their
areas of responsibility. Senior managers throughout
the agency completed self-assessments that disclosed
no significant control weaknesses. The SAT evaluated
the results of the managers’ assessments and concurred
that no material weaknesses or nonconformances were
identified. The results of these evaluations and other
information—such as independent audits or reviews
performed by the Office of Inspector General (OIG)
and the Government Accountability Office (GAO)
(e.g., Federal Information Security Management Act
review), independent audits of service providers’
operations and financial systems (e.g., reviews
conducted in accordance with Statement on Standards
for Attestation Engagements (SSAE) No. 16), internal
analyses, and other relevant evaluations and control
assessments—were considered by the SAT and the
agency head in determining whether there are any
management control deficiencies or nonconformances
that must be disclosed in the annual assurance
statement.

In FY 2013, the FTC continued to follow its Internal
Control Review Plan. The objective of the reviews is to
assist management in identifying high-risk areas and
implement appropriate risk management strategies
where necessary. Two additional reviews were initiated
or underway this year. The Chairwoman’s assurance
statement that follows is supported by the processes
and reviews described above, which were carried out
in FY 2013. Management assurances tables appear in
the Other Accompanying Information Section.
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CHAIRWOMAN’S FMFIA STATEMENT OF ASSURANCE

UNITED STATES OF AMERICA

&, & FEDERAL TRADE COMMISSION
'-f-'.i',?-“ff,;_\f"" WASHINGTON, D.C. 20580

OFFICE OF THE

CHAIRWOMAN

CHAIRWOMAN'’S FMFIA STATEMENT OF ASSURANCE

The Federal Trade Commission’s (FTC) management is responsible for establishing and
maintaining effective internal control and financial management systems that meet the
objectives of the Federal Managers’ Financial Integrity Act of 1982 (FMFIA).

[n accordance with the requirements of the Office of Management and Budget (OMB)
Circular A-123, Management’s Responsibility for Internal Control, the FTC conducted
its annual assessment of the effectiveness of the organization’s internal controls to
support effective and efficient programmatic operations, reliable financial reporting, and
compliance with applicable laws and regulations; and whether the financial management
system conforms to applicable financial systems requirements.

Based on the results of this assessment, the FTC provides reasonable assurance that its
internal controls over the effectiveness and efficiency of operations, reliable financial
reporting and compliance with applicable laws and regulations as of September 30, 2013,
were operating effectively and that no material weaknesses were found in the design or
operation of our internal controls. Some reporting officials identified areas for
improvement in their individual assessments, which are being addressed internally and
are not of a material nature.

Further, based on our assessment, we determined that the FTC financial management
system conforms to applicable financial systems requirements.

Signed / W?é\/?

r
Edith Ramirez 7z
December 16, 2013
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SUMMARY OF MATERIAL WEAKNESS AND
NONCONFORMANCES

As noted in the Chairwoman’s FMFIA Statement of
Assurance, the FTC has no material weaknesses or
nonconformances to report for FY 2013. No new
material weaknesses or significant nonconformances
were identified for the past nine years, nor were
there any existing unresolved weaknesses requiring
corrective action.

FEDERAL INFORMATION SECURITY
MANAGEMENT ACT (FISMA)

As mandated by FISMA, the agency continues

to maintain an information security program to
manage information technology in accordance with
National Institute of Standards and Technology
(NIST) requirements. During FY 2013, the FTC has
performed five Assessment and Authorization (A&A)
efforts and currently has nineteen systems authorized
to operate. The FTC leveraged two Federal Risk and
Authorization Management Program (FedRAMP)
Joint Authorization Board (JAB) provisional
authorizations - one for the cloud hosting of our
public web sites and one for the Sentinel Network
Services systems.

DEBT COLLECTION IMPROVEMENT ACT

The Debt Collection Improvement Act of 1996
prescribes standards for the administrative collection,
compromise, suspension, and termination of federal
agency collection actions and referrals to the proper
agency for litigation. The FTC monitors, administers
and collects on debts less than 180 days delinquent.
The FTC also monitors, administers and collects on
debts more than 180 days delinquent. All eligible,
nonexempt debts more than 180 days old have been
transferred to the U.S. Department of the Treasury
for cross-servicing. In addition, recurring payments
were processed by Electronic Funds Transfer (EFT)
in accordance with the EFT provisions of the Debt
Collection Improvement Act.

— MANAGEMENT’S DISCUSSION AND ANALYSIS

PROMPT PAYMENT ACT

The Prompt Payment Act requires federal agencies

to make timely payments to vendors, including any
interest penalties for late invoice payments. In FY
2013, the FTC processed 9,200 invoices totaling $100
million that were subject to prompt payment. Of these
invoices, 99.1 percent were paid on time. During FY
2013, the FTC paid a total of $312 in interest penalties,
or .0003 percent of the total dollar amount invoiced.

AGENCY FINANCIAL MANAGEMENT
SYSTEMS STRATEGY

The FTC’s overall strategy for its financial
management systems framework is driven by the
objectives of operational effectiveness and efficiency,
reliability and timeliness of data, and support of
requirements of the agency’s strategic goals. The
agency continues to work with its shared service
provider in enhancing its Core Financial System
(CFS) and the related feeder systems and business
processes. The FT'C also plans to fully integrate its
procurement system with its CFS. Such integration
will strengthen internal controls, improve efficiency
of the procurement process, and provide agency staff
with timely information regarding budget execution
and the availability of funds.
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MANAGEMENT’S DISCUSSION AND ANALYSIS ﬁ

FINANCIAL HIGHLIGHTS

Introduction

The financial highlights presented below are an analysis
of the information that appears in the FTC’s FY 2013
financial statements. The agency’s financial statements,
which appear in the Financial Section of this report, are
audited by an independent accounting firm. The FTC
management is responsible for the fair presentation
of information contained in the principal financial
statements. The financial statements and financial data

presented below have been prepared from the agency’s
accounting records in accordance with Generally
Accepted Accounting Principles (GAAP). GAAP
for federal agencies are the standards prescribed by
the Federal Accounting Standards Advisory Board
(FASAB). For the 17th straight year, the FTC is proud
to have received an unqualified (clean) opinion on its
audited financial statements. The chart below presents
a snapshot of the changes in key financial statement
line items that occurred during FY 2013 and is followed
by an explanation of the more significant fluctuations
in each of FTC’s financial statements.

Differences between amounts presented in this section and the financial statements are due to rounding.

CONDENSED BALANCE SHEET (Dollars shown in thousands) FY 2013 FY 2012 Pe’?::ﬁg:
Assets:

Fund balance with Treasury S 206638 S 192,786 7%

Cash and other monetary assets 18,239 28,360 -36%

Accounts receivable, net 24,838 31,986 -22%

General property & equipment, net 22,042 18,385 20%
Total Assets S 271757 S 271517 0%
Liabilities:

Accrued consumer redress due to claimants S 23693 § 27,219 -13%

Consumer redress collections not yet disbursed 65,848 84,935 -22%

Accounts payable and other 29,725 30,609 -3%
Total Liabilities S 119266  $ 142,763 -16%
Net Position:

Cumulative results of operations 152,491 128,754 18%
Total Net Position 152,491 128,754 18%
Total Liabilities and Net Position 271,757 271,517 0%

COST SUMMARY (Dollars shown in thousands) FY 2013 FY 2012 Pe’?::zgg
Gross costs S 287,941 S 286,054 1%
Less earned revenue (95811) (101,619) -6%
Net Cost of Operations S 192130 § 184435 4%
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FINANCIAL ANALYSIS

ASSETS

The FTC’s Balance Sheet shows total assets of $271.8
million at the end of FY 2013, an increase of $0.3 million
or 0.1 percent compared to total assets of $271.5 million
in FY 2012. The small variance between the two years
is explained through the analysis of the individual asset
categories.

The increase of $14 million in the fund balance with
Treasury is due primarily to an increase in unpaid
obligations at the end of the period. Cash and other
monetary assets decreased by $10 million, due primarily
to a large consumer redress distribution in FY 2013 of

ASSETS BY TYPE (Dollars shown in millions)

— MANAGEMENT’S DISCUSSION AND ANALYSIS

a judgment collected in FY 2012. Accounts receivable,
net, decreased by $7 million, due to an increase in the
allowance for uncollectible accounts in the consumer
redress program, and to an increase in collections of
civil penalties. General property & equipment, net,
increased by $4 million, due primarily to capital asset
additions during the year. The majority of additions
were leasehold improvements, arising from the pending
move of offices from M Street, and 601 New Jersey
Avenue to the Constitution Center building on 400 7th
Street.

Accounts receivable, net, $25

/

9%

Cash and other monetary assets, $18

General property and equipment, $22

Fund balance with Treasury, $207
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MANAGEMENT’S DISCUSSION AND ANALYSIS ﬁ

LIABILTIIES

The FTC’s total liabilities at the end of FY 2013 were
$119 million, a decrease of $23 million or 16 percent,
from fiscal year 2012 total liabilities of $143 million.
The decrease is explained through the analysis of the
individual liability categories.

Accrued consumer redress due to claimants is the
liability offset to consumer redress accounts receivable,
net. The decrease of $4 million in this liability reflects a
similar decrease in the accounts receivable, net, related
to consumer redress.

LIABILITIES BY TYPE (Dollars shown in millions)

Redress collected not yet
disbursed, $66

FEDERAL TRADE COMMISSION « FISCAL YEAR 2013

Consumer redress collections not yet disbursed is
the liability offset to amounts collected for consumer
redress and held temporarily in a Treasury deposit
fund ($48 million) or as cash in a financial institution
($18 million). The decrease of $19 million is due to a
decrease in redress collections during fiscal year 2013.
Accounts payable and other decreased by $1 million in
FY 2013, due to the decrease in the civil penalty accrual
(the offsetting liability corresponding to the accounts
receivable, net, for civil penalties).

Accounts payable and
Other, $30

Accrued redress receivables
due to claimants, $24




NET POSITION

Net position represents the FTC’s cumulative results
of operations. At the end of FY 2013, the FTC’s net
position is $153 million, increasing by $24 million or 18
percent over the FY 2012 ending net position of $129
million.

Financing sources from appropriations used during
the year were $207 million and imputed financing
sources totaled $9 million for a total of $216 million.
The imputed financing sources consisted of $4 million
in future retirement benefits and $5 million in future
health and life insurance benefits accrued in FY 2013,
which will be paid by entities other than the FTC.

The financing sources of $216 million exceed the net
cost of operations totaling $192 million (gross costs of
$288 million less revenues from fees of $96 million),
resulting in the $23 million increase in net position.

FY 2013 NET COSTS BY STRATEGIC GOAL

(Dollars shown in thousands)

Strategic Goal 1

— MANAGEMENT’S DISCUSSION AND ANALYSIS

RESULTS OF OPERATIONS

The gross cost of FTC’s programs was $288 million for
FY 2013, representing an increase of $2 million, or 1
percent over FY 2012. The primary factors contributing
to this increase were an increase in personnel and
related benefit costs of $5 million offset by a decrease in
losses on disposition of asset. Gross costs are inclusive
of all costs involved in FTC’s ongoing operations.

Earned revenues offset FTC’s gross costs in determining
the net costs of operations. FTC’s earned revenues are
derived primarily from fees collected for the National
Do Not Call (DNC) Registry and for premerger
filings under the Hart-Scott-Rodino Act. Total earned
revenues were $96 million in FY 2013, representing a
decrease of $6 million from FY 2012. This decrease was
due primarily to a decrease in premerger filing fees in
FY 2013.

The increase in gross costs and the decrease in earned

revenues in FY 2013, contributed to the overall increase
of $8 million in net costs from FY 2012 to FY 2013.

Strategic Goal 2

Protect Consumers Maintain Competition

Gross Costs S 165,566 S 122,375 S 287,941
Less Earned Revenue (14,118) (81,693) (95,811)
Net Cost of Operations ) 151,448 ) 40,682 S 192,130
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BUDGETARY RESOURCES

The Statement of Budgetary Resources (SBR) provides
information on budgetary resources made available
to the agency and the status of those resources at the
end of the fiscal year. New budgetary authority (total
budgetary resources excluding unobligated balances
brought forward and prior year recoveries) was $296
million in FY 2013. The $296 million is comprised of
$207 in general fund appropriations and $89 million
in spending authority from offsetting collection.
Overall, this represents a decrease of $17 million

or 5 percent from the $313 million received in FY
2012. The decrease is due appropriated amounts
rescinded and to a decrease in offsetting collections.
In FY 2013, general fund appropriations and offsetting
collections comprised 70 and 30 percent of new budget
authority, respectively. This compares to general fund
appropriation of $210 million and offsetting collections
of $103 million, comprising 67 and 33 percent of new
budget authority, respectively, in FY 2012.

NEW BUDGET AUTHORITY FOR FY 2012 (Dollars shown in millions)

General Fund
Appropriations, $207
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Spending authority from
offsetting collections, $89




LIMITATIONS OF FINANCIAL
STATEMENTS

FTC management has prepared its FY 2013 financial
statements from the books and records of the agency
in accordance with the requirements of OMB Circular
A-136, financial reporting requirements, as amended.
The financial statements represent the financial
position and results of operations of the agency
pursuant to the requirements of chapter 31 of the U.S.
Code Section 3515(b). While these statements have
been prepared from the agency’s books in accordance
with the formats prescribed by the OMB, the
statements are in addition to the financial reports used
to monitor and control budgetary resources, which

— MANAGEMENT’S DISCUSSION AND ANALYSIS

are prepared from the same books and records. These
statements should be read with the understanding
that they are for a component of the U.S. government,
a sovereign entity. One implication is that unfunded
liabilities cannot be liquidated without legislation that
provides resources to do so.

FINANCIAL MANAGEMENT
INDICATORS

The following table shows standard indicators
developed by the Chief Financial Officers Council
and used by the OMB to monitor agencies’ financial
management practices.

FINANCIAL MANAGEMENT INDICATORS FOR FY 2013

DEBT MANAGEMENT

Eligible Nonexempt Debt Transferred to Treasury

100%

FUNDS MANAGEMENT

Fund Balance with Treasury (identifies the difference
between the fund balance reported in Treasury reports
and the agency fund balance with Treasury recorded in its
general ledger on a net basis)

100% reconciled

PAYMENT MANAGEMENT

Percentage Invoices Paid on Time (per Prompt Payment Act) | 99.1%
Percentage Interest Penalties Paid to Total Dollars Invoiced 0.0003%
Percentage of total dollars outstanding in current status 100%
(good standing) for Individually Billed Travel Account holders °
Percentage of total dollars outstanding in current status 100%
(good standing) for Centrally Billed Travel Accounts °
Percentage of total dollars outstanding in current status 100%
(good standing) for Purchase Cards °
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INTRODUCTION TO
PERFORMANCE

The Performance Section presents, by goals and
objectives, detailed information on the performance
results of the Federal Trade Commission’s (FTC)
programs. This section also includes a discussion

of strategies and factors affecting performance, a
summary of methods used to verify and validate
performance data, trend data, performance targets,
and resource utilization data for Goal 1 and Goal 2.
Since Goal 3 applies to overall performance across
the agency, the resources utilized for Goal 3 are
distributed to Goal 1 and Goal 2°. Generally, this
section would also contain the results of program
evaluations; however, the agency did not undergo
any significant program evaluations in FY 2013. For
a summary of the agency’s mission and a description
of the organizational structure, see the Management’s
Discussion and Analysis Section.

The goals, objectives, and performance measures
reported in this PAR are based on the agency’s FY
2009 to 2014 Strategic Plan, which became effective
in FY 2010. In FY 2012, the agency updated the
strategic plan with an addendum, reflecting interim
adjustments to several performance measures and
targets. The performance tables that follow present
up to seven fiscal years of performance results and
targets, except for those performance measures
added in the addendum. These newest performance
measures are presented starting in FY 2010. Measures
or performance targets that changed as a result of the
addendum are noted throughout the section where
applicable. The addendum to the strategic plan is

available at www.ftc.gov/sites/default/files/documents/

reports_annual/strategic-plan/spfy09fyl4add.pdf.

F PERFORMANCE SECTION

This will be the final year that the agency reports
performance information under the FY 2009 to

2014 Strategic Plan. As required under the GPRA
Modernization Act of 2010 (GPRAMA), each
government agency is required to prepare an updated
strategic plan every four years. In FY 2013, the agency
updated its strategic plan for fiscal years 2014 to 2018.
The new strategic plan will take effect in FY 2014.

The FTC continuously reviews its performance
framework and focuses on tracking and reporting the
most appropriate and meaningful outcome measures
to show effectiveness, efficiency, and results. For
example, outcome-based Performance Measures 2.1.2
and 2.1.5 estimate the millions of dollars in consumer
savings that result from merger and nonmerger
actions taken to maintain competition. The FTC,
however, has not developed outcome measures in all
cases, and uses input and output measures that either
support outcomes, lead to outcomes, or otherwise
provide valuable indicators of how the FTC is
progressing toward achieving its strategic goals and
objectives. Under the consumer protection goal, for
example, Performance Measure 1.1.1 counts consumer
complaints added to the FTC’s database, and
Performance Measure 1.1.2 indicates the percentage
of the agency’s consumer protection law enforcement
actions that targeted the subject of consumer
complaints. While these measures are not outcome-
oriented, they bring the FTC closer to determining
its impact in the ultimate desired outcome of a
marketplace free of unfair practices that cause
consumer injury and free of fraud and deception.

* Goal 3’s costs are distributed to Goal 1 and Goal 2 predominately by Goal 1’s and Goal 2’s FTE usage, except for those non-pay costs that

are clearly attributable to a specific goal.
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The financial data and performance results described
in this report enable the FTC to administer its
programs, gauge programmatic success, and make
adjustments necessary to improve program quality
for the public. The Message from the Chairwoman on
p. IV states that the FTC’s financial and performance
data presented are complete and reliable. Appendix

A provides details on the data quality of each
performance measure. For FY 2013, a new subsection
has been added in Appendix A to explain how a
particular measure’s formula or calculation was
computed. Additionally, the following steps outline
how the agency ensures the performance information
it reports is complete, reliable and accurate:

o The FTC has adopted a central internal
repository for performance data entry,
reporting and review. The electronic data tool
reduces human error, increases transparency,
and facilitates senior management review of the
agency’s performance information.

o The agency maintains written procedures
used to ensure timely reporting of complete,
accurate, and reliable actual results relative to
the key performance measures.

o The agency holds program managers
accountable to set meaningful and realistic
targets that also challenge the agency to
leverage its resources. This includes ensuring
ongoing monitoring of performance targets
so they are updated to reflect changes in key
factors that impact the agency’s ability to
achieve such results. Further, when appropriate,
program managers are required to explain how
they will improve performance when targets are
not met.

» The agency conducts quarterly performance
measurement reviews with management
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as well as periodic senior management and
commission review throughout the fiscal year.
This process includes substantiating that actual
results reported are indeed correct whenever
those results reveal significant discrepancies or
variances from the target.

Agency program managers also monitor and maintain
automated systems and databases that collect, track,
and store performance data, with support provided
by the FTC’s Office of the Chief Information Officer
(OCIO). In addition to the general controls the FTC
has in place, which ensure only authorized staff

can access key systems, each application (system)
incorporates internal validation edits to ensure the
accuracy of data contained therein. These application
edits include checks for reasonableness, consistency,
and accuracy. Crosschecks between other internal
automated systems also provide assurances of data
accuracy and consistency. In addition to internal
monitoring of each system, experts outside of the
business units (e.g., the Bureaus of Consumer
Protection (BCP) and Competition (BC)) routinely
monitor the data collection. For example, senior
economists from the Bureau of Economics review
statistical data used by the Bureau of Competition to
calculate performance results.

The Financial Management Office (FMO) is
responsible for providing direction and support on
data collection methodology and analysis, ensuring
that data quality checks are in place, and accurately
reporting performance management data.

The FTC’s strategic human capital management en-
sures that the agency has the diverse, skilled workforce
needed to advance its mission, achieve its strategic
goals and objectives, and meet performance measure
targets. The agency conducts human capital planning



in concert with long-term strategic planning and an-
nual performance planning to keep human capital
goals, policies, programs, and initiatives aligned with
the strategic and performance plans.

Human capital planning encompasses leadership
and knowledge management, a results-oriented

F PERFORMANCE SECTION

performance culture, talent management, and job
satisfaction, which are evaluated annually by the
U.S. Office of Personnel Management’s Employee
Viewpoint Survey. More detailed information on
human capital performance goals and results are
provided on page 96.

LEGEND FOR UPCOMING TABLES

v/ Signifies that the target is met or exceeded

R Signifies that the target is not met

As noted in the Management’s Discussion and
Analysis Section of this report, 16 of the FTC’s
performance measures are considered “key” measures
because they best indicate whether agency activities
are achieving the desired outcome associated with the
related objective, and are indicated with a key graphic
throughout this report. Additionally, four performance
measures are considered efficiency measures because
either they are ratios of outcomes to inputs or they
capture administrative timeliness.

The tables that follow show FY 2013 performance
targets and units of measure compared to actual
results. In the tables that show historical performance,
data is presented for as many years as the performance

measure has been tracked by the agency. This length
of time is linked to the FTC’s strategic plan revision
process, which involves an agency-wide review of the
existing set of measures and decisions made by senior
management regarding what measures will change
under the new strategic plan framework.

Of the 40 total performance measures, 34 were met or
exceeded, five were not met, and data was not available
for one measure in FY 2013. As context, in FY 2012,
the agency met or exceeded 29 measures, did not meet
nine measures, and data was not available for two
measures. In FY 2011, the agency met or exceeded 36
measures, did not meet three measures and data was
not available for one measure. In FY 2013, based on
these results, the FTC continues to make significant
progress toward reaching its objectives, as fully
described in this section.
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Objective 1.1: Identify fraud, deception, and unfair practices that cause the greatest

consumer injury.

Target 3.0 million complaints
Performance Measure 1.1.1 Complaints collected and
entered into the Consumer Sentinel Network database.
5.7 million complaints
Actual v P

Target 70.0% of actions
% Key Measure 1.1.2 The percentage of the
FTC's consumer protection law enforcement actions
that target the subject of consumer complaints to the
FTC. Actual 90.9% of actions
v
Target See (A) and (B) below
Performance Measure 1.1.3 The rate of customer
satisfaction with the FTC's Consumer Response Center. (A) 76.0%
v
Actual (B) 80.0%
v

Target: (A) For the website, exceed average citizen satisfaction rate as published in the E-Government Satisfaction Index,
which was 74%.

(B) For the call center, meet or exceed standards for call centers developed by the Citizen Service Levels Interagency
Committee, which was 74%.
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Objective 1.2: Stop fraud, deception, unfairness, and other unlawful practices through law

enforcement.

Target 80.0-90.0% of cases
Key Measure 1.2.1 The percentage of all
cases filed by the FTC that were successfully resolved
through litigation, a settlement, or issuance of a default
judgment. Actual 98.6%‘0/f cases

Statistically significant decrease in the

Target :
) ) prevalence of the practices
Performance Measure 1.2.2 The FTC’s effectiveness
in stopping prohibited business practices in three high
priority areas over fiscal years 2009-2013. Statistically significant decrease in one of the
Actual three high priority areas
%
Target 90.0% of cases
Performance Measure 1.2.3 The percentage of
redress cases in which the FTC distributes redress
dollars designated for distribution to consumers within
six months. (Efficiency Measure) 94.7% of cases
Actual
v
Performance Measure 1.2.4 Investigations or cases Target 30 investigations or cases

in which the FTC obtains foreign-based evidence or
engages in mutual assistance that contributes to FTC
law enforcement actions, or in which we cooperate
with foreign agencies and/or multilateral organizations. |  Actual

61 investigations or cases
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Objective 1.3: Prevent consumer injury through education.

Target 50.0 million messages
Performance Measure 1.3.1 Consumer protection
messages accessed online orin print.
43.6 million messages
Actual ®
Target 73.0%
(I Key Measure 1.3.2 Customer satisfaction rate with
an FTC consumer education website or microsite.
80.0%
Actual v
Target 12,300 organizations
Performance Measure 1.3.3 Organizations requesting
consumer education publications.
11,236 organizations
Actual ®
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Objective 1.4: Enhance consumer protection through research, reports, rulemaking, and

advocacy.

Rulemaking. (Efficiency Measure)

Target 8 workshops and conferences
Performance Measure 1.4.1 Workshops and conferences
convened or cosponsored that address consumer protection
roblems.
P 12 workshops and conferences
Actual v
Target 6 comments and briefs
Performance Measure 1.4.2 Advocacy comments and
amicus briefs on consumer protection issues filed with
entities including federal and state legislatures, agencies, or
courts. 12 comments and briefs
Actual v
Target 75.0% of respondents
Performance Measure 1.4.3 The percentage of
respondents finding the FTC's advocacy comments and
amicus briefs “useful”
100.0% of respondents
Actual v
Key Measure 1.4.4 The percentage of proposed Target 75.0% of rulemakings
Administrative Procedure Act (APA) rulemakings, conducted
solelﬂy by the FTC, completgd W|th.|n nine months of No APA rulemakings were proposed in FY
receipt of final comments in the Final Notice of Proposed Actual

2013

FEDERAL TRADE COMMISSION - PERFORMANCE AND ACCOUNTABILITY REPORT




PERFORMANCE SECTION #

Objective 1.5: Protect American consumers in the global marketplace by providing sound

policy and technical input to foreign governments and international organizations to
promote sound consumer policy.

(== Key Measure 1.5.1 Policy advice provided o= 60 policyinputs

to foreign consumer protection and privacy agencies,

directly and through international organizations, through

substantive consultations, written submissions, or 61 policy inbuts
Actual policy Inpu

comments.

8 technical assistance missions or

ferost international Fellows hosted
Performance Measure 1.5.2 Technical assistance to foreign
consumer protection and privacy authorities. ) i o
13 technical assistance missions or
Actual international Fellows hosted

v
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Objective 2.1: Take action against anticompetitive mergers and practices that may cause

significant consumer injury.

Key Measure 2.1.1 Actions to maintain competition, |  Target 40.0-60.0% of substantial investigations
including litigated victories, consent orders, abandoned
transaction remedies, restructured transaction remedies, or o o
fix-it-first transaction remedies in a significant percentage of |  Actual 42.2% SUbSTa”y Investigations
substantial merger and nonmerger investigations.
Performance Measure 2.1.2 Consumer savings of at Target 5500.0 million
least $500 million through merger actions to maintain —
competition. Actual 5564-2‘/”"“'0”
Performance Measure 2.1.3 Actions against mergers likely | 1arget 3250 billion
to harm competition in markets with a total of at least $25 —
billion in sales. Actual 321 .Oxbllhon
Performance Measure 2.1.4 Consumer savings of at least Target 1,300.0%
thirteen times the amount of FTC resources allocated to the
merger program. (Efficiency Measure) Actual 113%2%
Performance Measure 2.1.5 Consumer savings of at least Target 5450.0 million
$450 million through nonmerger actions taken to maintain —
competition. Actual $449~8xm'”'0”
Performance Measure 2.1.6 Actions against Target 3120 billion
anticompetitive conduct in markets with a total of at least —
$12 billion in annual sales. Actual 5131‘3”"0”
Performance Measure 2.1.7 Consumer savings of at least Target 2,000.0%
twenty times the amount of FTC resources allocated to the
nonmerger program. (Efficiency Measure) Actual 2230%
Performance Measure 2.1.8 The percentage of cases in .
which the FTC had at least one substantive contact with a Target 90.0% of cases
foreign antitrust authority in which the agencies followed
consistent analytical approaches and reached compatible Actual 1OO~O%‘31C cases
outcomes.
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Objective 2.2: Prevent consumer injury through education.

Target 24.0 million hits

Key Measure 2.2.1 Competition resources
accessed via the FTC's website.

Actual 44.1 ml:jon hits

Objective 2.3: Enhance consumer benefit through research, reports, and advocacy.

4 workshops, seminars, conferences, and
Target .
. hearings
Key Measure 2.3.1 Workshops, seminars,
.conf|eren.ces.,f.and hearlngs.cpnver:ed ;)r.cosponsored that 4 workshops, seminars, conferences, and
involve significant competition-related issues. Actual hearings
Target 8 reports and studies
Key Measure 2.3.2 Reports and studies issued on
key competition-related topics. 14 reports and studies
Actual v
Target 10 comments and briefs
Key Measure 2.3.3 Advocacy comments and
amicus briefs on competition issues filed with entities
' ' ' ' 1 mments and brief:
including federal and state legislatures, agencies or courts. Actual 9co e‘;s and briefs
Target 75.0% of respondents
Performance Measure 2.3.4 The percentage of
respondents finding the FTC's advocacy comments and
amicus briefs “useful.’ 100.0% of respondents
Actual v
Target 1.7 million hits
Performance Measure 2.3.5 The volume of traffic on
www.ftc.gov relating to competition research, reports, and
advocacy. 3.9 million hits
Actual v
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Objective 2.4: Protect American consumers in the global marketplace by providing sound

policy recommendations and technical advice to foreign governments and international
organizations to promote sound competition policy.

Target 60 policy inputs
Key Measure 2.4.1 Policy advice provided
to foreign competition agencies, directly and through
international organizations, through substantive o
consultations, written submissions, or comments. Actual 100 policy inputs

10 technical assistance missions or

ferost international Fellows hosted
Performance Measure 2.4.2 Technical assistance provided
to foreign competition authorities. ] ) o
34 technical assistance missions or
Actual international Fellows hosted

v

Objective 3.1: Provide effective human resources management.

Target 51.0%

Performance Measure 3.1.1 The extent employees

believe their organizational culture promotes improvement

in processes, products and services, and organizational

outcomes. 9
Actual 6A§/0
Target 56.0%

Key Measure 3.1.2 The extent employees think

the organization has the talent necessary to achieve

organizational goals. 69.0%
Actual v
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Objective 3.2: Provide effective infrastructure and security management.

Target 75.0% rating
Key Measure 3.2.1 A favorable Continuity of
Operations (COOP) rating. 0 pati
Actual 85.0% rating
Target 99.50% system availability

Key Measure 3.2.2 Availability of information
technology systems.

0, . L.
Actual 100.0% system availability

Objective 3.3: Provide effective information resources management.

0,
Key Measure 3.3.1 The percentage of Commission- Target SR @rCEUmES
approved documents in the FTC's ongoing and newly
initiated procegdmgs available via Fhe Internet within 15 80.6% of docurnents
days of becoming part of the public record. Actual v

Objective 3.4: Provide effective financial and acquisition management.

Unqualified opinion on the financial

Target
statements
Performance Measure 3.4.1 Independent auditor’s
financial statement audit results. Unqualified opinion on this financial
Actual statements
v
Target 100.0% of Bureaus/Offices
Key Measure 3.4.2 The percentage of Bureaus/
Offices that establish and maintain an effective, risk-based
internal control environment. Actual 100.0% of Bureaus/Offices
v
23.0% of total small business eligible
Target
Performance Measure 3.4.3 Performance against the Small dollars
Business Administration’s government-wide small business
procurement goals. 49.5% of total small business eligible
Actual dollars

v
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STRATEGIC GOAL 1:
PROTECT CONSUMERS

Prevent fraud, deception, and unfair business practices
in the marketplace.

As the nation’s premier consumer protection agency,
the FTC strives to protect consumers by preventing
fraud, deception, and unfair business practices in the
marketplace. The agency implements five objectives to
achieve this goal.

OBJECTIVE 1.1: IDENTIFY FRAUD,
DECEPTION, AND UNFAIR PRACTICES
THAT CAUSE THE GREATEST CONSUMER
INJURY.

The FTC identifies practices that cause consumer
injury by analyzing consumer complaint data it
collects and maintains in its Consumer Sentinel
Network database, holding public discussions, and
monitoring the marketplace.

OBJECTIVE 1.2: STOP FRAUD,
DECEPTION, UNFAIRNESS, AND OTHER
UNLAWFUL PRACTICES THROUGH LAW
ENFORCEMENT.

The FTC uses information gathered under Objective
1.1 to target its law enforcement efforts. Its law
enforcement program aims to stop and deter fraud
and deception, protect consumers’ privacy, increase
compliance with its consumer protection statutes and
rules, and return funds to harmed consumers.

OBJECTIVE 1.3: PREVENT CONSUMER
INJURY THROUGH EDUCATION.

The FTC targets its education efforts to give
consumers the information they need to protect
themselves from injury and to explain to businesses
how to comply with applicable laws.

F PERFORMANCE SECTION

OBJECTIVE 1.4: ENHANCE CONSUMER
PROTECTION THROUGH RESEARCH,
REPORTS, RULEMAKING, AND
ADVOCACY.

The FTC complements its law enforcement and
education efforts by gathering, analyzing, and making
public certain information concerning the nature of
business practices in the marketplace.

OBJECTIVE 1.5: PROTECT AMERICAN
CONSUMERS IN THE GLOBAL
MARKETPLACE BY PROVIDING SOUND
POLICY AND TECHNICAL INPUT

TO FOREIGN GOVERNMENTS AND
INTERNATIONAL ORGANIZATIONS TO
PROMOTE SOUND CONSUMER POLICY.

The FTC works around the globe to address new and
emerging consumer protection and privacy challenges
and concerns with a broad-based international
program that strives to develop a safe and thriving
global marketplace that encourages growth and
innovation and fosters consumer trust.

OBJECTIVE 1.1: IDENTIFY FRAUD,
DECEPTION, AND UNFAIR PRACTICES
THAT CAUSE THE GREATEST CONSUMER
INJURY.

Identifying the practices that cause the greatest
consumer injury is the first step in preventing fraud,
deception, and unfair business practices in the
marketplace.

To better protect consumers, the FTC must identify
problems confronting consumers and trends in the
fast-changing, increasingly global marketplace. The
agency strives to understand the issues affecting
consumers, including any newly emerging methods of
fraud or deceit, so that it can target its enforcement,
education, and advocacy to those areas where
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consumers suffer the most harm. The FTC reports
this information to other law enforcement authorities
and encourages those authorities to assist in its efforts,
either independently or jointly. In this way, the FTC
leverages its resources by ensuring there are multiple
“cops on the beat”

To fulfill this objective, the FTC is using new
technologies creatively and building on its broad base
of private and public sector partners. The agency
continues to collect consumer complaint information
directly through four principal sources: (1) a toll-
free helpline (1-877-FTC-HELP); (2) an identity
theft hotline (1-877-ID-THEFT); (3) the National

Do Not Call Registry (1-888-382-1222); and (4) the
online consumer complaint forms that support each
of these efforts, as well an online form dedicated

to cross-border fraud complaints. In addition,

the FTC continues to gather consumer complaint
information from other sources, including other law
enforcement agencies, the Better Business Bureaus,
and private entities. The agency makes this and other
information accessible through the secure website

of the Consumer Sentinel Network (CSN), a unique
investigative database of consumer complaints that

is accessible to over 2,000 law enforcement partner
agencies worldwide. The CSN encompasses more than

FEDERAL TRADE COMMISSION « FISCAL YEAR 2013

23 million consumer fraud, identity theft, financial,
and Do Not Call (DNC) complaints. FTC staff and
law enforcement partners also have the ability to
search more than 284 million spam records collected
by the FTC via spam@uce.gov. The agency augments
identification of targets from its databases with other
strategies for generating enforcement leads, such as
ad monitoring, internet surfs (monitoring the internet
for potentially false or deceptive advertising for a
targeted product or service), and direct referrals from
government and private sector partners.

Performance Measure 1.1.1 ensures that the agency
assimilates a large number of consumer complaints,
including complaints about DNC violations. The
agency receives these complaints from a variety of
sources, including direct consumer complaints to the
FTC and complaints received by the FTC’s partners.
In this manner, the FTC collects robust information
to inform its law enforcement efforts. Key Measure
1.1.2 ensures that FTC law enforcement actions target
the subject of concerns identified by consumers.
Performance Measure 1.1.3 helps the agency’s
consumer response center ensure it is providing
satisfactory service responding to consumers.
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reports/sentinel-annual-reports/sentinel-cy2012.pdf.

Category

Number of
Complaints

Percentage

TOP CONSUMER COMPLAINTS IN
CALENDARYEAR 2012

The list of top consumer complaints received by the FTC in 2012
(excluding Do Not Call complaints, which are reported separately)
showed that for the 13th year in a row, identity theft was the number
one consumer complaint category. Of 2,061,495 complaints received,
369,132 - or 18 percent — were related to identity theft. Debt
collection complaints were in second place, with 199,721 complaints.
The report is available on the FTC's website at www.ftc.gov/sentinel/

Compared to 2011

1 Identity Theft 369,132 18% N from 15%
2 Debt Collection 199,721 10% <>
3 Banks and Lenders 132,340 6% N from 5%
4 Shop-at-Home and Catalog Sales 115,184 6% N from 5%
5 Prizes, Sweepstakes and Lotteries 98,479 5% \ from 6%
6 Impostor Scams 82,896 4% <>
7 Internet Services 81,438 4% J from 5%
8 Auto Related Complaints 78,062 4% <>
9 Telephone and Mobile Services 76,783 4% <>

10 Credit Cards 51,550 3% N from 2%
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COMPLAINTS COLLECTED AND ENTERED INTO THE CONSUMER SENTINEL NETWORK
DATABASE. (INPUT MEASURE — NUMBERS SHOWN IN MILLIONS)

*Target 30
*%¥2013
Actual eV TARGET MET/EXCEEDED. In FY 2013, the FTC added 5.7
*Target 30 2::::22 entries into its database, exceeding the target of 3.0
2012 :
Actual 58
The increased number of complaints in FY 2013 and FY
Target 26 2012 was driven by a continuing increase in the number
2011 of external data contributors and consumers continuing to
Actual 4.0 : . .
contact the FTC in ever increasing numbers.
Target 2.5
2010 *Targets for FY12 - FY 14 were increased based on projected
Actual 3.1 future performance as reported in the FTC's FY 2012 Strategic
Target 13 Plan Addendum.
2009 . ,
Actual 33 **This measure will no longer be reported after FY 2013.
Target 1.8
2008
Actual 3.1
Target 1.0
2007
Actual 1.1
Target 1.0
2006
Actual 1.0
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THE PERCENTAGE OF THE FTC’S CONSUMER PROTECTION LAW ENFORCEMENT
ACTIONS THAT TARGET THE SUBJECT OF CONSUMER COMPLAINTS TO THE FTC.

(OUTPUT MEASURE)
2015 Target 80.0%
TARGET MET/EXCEEDED. In FY 2013, 90.9%, or 60 of 66, of
* O ! ! !
2014 Target 80.0% BCP's actions targeted the subject of consumer complaints
to the FTC.
*Target 70.0%
2013 , Because BCP augments identification of targets from its
Actual 90.9% databases with other strategies for generating enforcement
leads—such as ad monitoring, Internet surfs, mobile app
*Target 70.0% surveys, and direct referrals from government and private
2012 sector partners—the results vary from year to year.
Actual 90.6%
*Targets for FY12 - FY 14 were increased based on projected
Target 65.0% future performance as reported in the FTC's FY 2012 Strategic
2011 Plan Addendum.
Actual 80.4%
Target 65.0%
2010
Actual 95.9%
Target 65.0%
2009
Actual 79.0%
Target 65.0%
2008
Actual 71.0%
Target 50.0%
2007
Actual 76.0%
Target N/A
2006
Actual N/A
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THE RATE OF CUSTOMER SATISFACTION WITH THE FTC’S CONSUMER RESPONSE
CENTER. (OUTCOME MEASURE)

2015 Target See (A) and (B)
2014 Target See (A) and (B)
(A) 74% and
Target (B) 74%
2013 (A) 76% and
6 an
Actual (B) 80%
(A) 74% and
Target (B) 74%
2012 (A) 75% and
6 an
Actual (B) 78%
(A) 74% and
Target (B) 74%
2011 (A) 75% and
6 an
Actual ®) 77%
(A) 74% and
Target (B) 76%
2010 (A) 75% and
6 an
Actual (B) 76%

TARGET MET/EXCEEDED. In FY 2013, the average citizen
satisfaction score for participating federal government
websites was 74%, and the score for the FTC's website was
76%. The standard for call centers was 74%, and the FTC's
score was 80%.

Target: (A) For the website, exceed average citizen satisfaction rate as published in the ACSI’s E-Government Satisfaction Index.

(B) For the call center, meet or exceed standa