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INTRODUCTION

ABOUT THIS REPORT

The Federal Trade Commission's (FTC) fiscal year (FY) 2023 Agency Financial Report (AFR) provides financial
and high-level performance results 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, satisfies the reporting requirements contained in the following
legislation:

Federal Managers' Financial Integrity Act of 1982

Prompt Payment Act of 1082

Government Performance and Results Act of 1993

Government Management Reform Act of 1994

Federal Financial Management Improvement Act of 1996

Reports Consolidation Act of 2000

Accountability of Tax Dollars Act of 2002

Government Performance and Results Modernization Act of 2010
Improper Payments Elimination and Recovery Improvement Act of 2012
Digital Accountability and Transparency Act of 2014

Federal Information Security Modernization Act of 2014

Federal Civil Penalties Inflation Adjustment Act Improvements Act of 2015
Fraud Reduction and Data Analytics Act of 2015

Payment Integrity Information Act of 2019

The FTC publishes both an AFR and an Annual Performance Report (APR). The FY 2023 APR will be combined
with the FY 2025 Annual Performance Plan (APP) and included in the FY 2025 Congressional Budget Justification.
The combined APP and APR will be available at https:./www.ftc.gov/about-ftc/budget-strategy/budget-
performance-financial-reporting along with other performance documents.

AGA AGA CERTIFICATE OF
Certificate of Excellence in Certificate of Excellence in EXCELLENCE
Accountabilty Reportng peounay feporhg The FTC received the Association of
e R Government Accountants' Certificate
Foderal Trade Coramission of Excellence in Accountability
Federal Trade Commission Reporting for its FY 2022 AFR. The
R FY 2022 AFR demonstrates the
ey e et e 202 o Pt o 222 value provided by the FTC, while
quantifying the benefits the agency
J:Am_qéﬁ Mu_qﬁﬁ brought to the American public by
S e highlighting examples of cases and

ﬂ Y et (]: Y 2B investigations the agency pursued.
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INTRODUCTION

HOW THIS REPORT IS ORGANIZED

The FTC Agency Financial Report is organized into the following three major sections, plus
supplemental appendices.

1. MANAGEMENT’S DISCUSSION AND ANALYSIS

pomss The Management's Discussion and Analysis is required supplementary information
that provides an overview of the FTC's financial and summary performance
information. This section includes agency mission and organization, performance
goals and highlights, management assurances on internal controls, and financial
highlights.

§§

. FINANCIAL SECTION

This section provides financial details, including the message from the Chief
Financial Officer, independent auditor's report, and audited financial statements with
accompanying notes.

3. OTHER INFORMATION

This section provides the Office of Inspector General's summary of top management
and performance challenges, a summary of the financial statement audit and
management assurances, payment integrity information, and a schedule of civil
monetary penalties’ adjustments for inflation.

4. APPENDICES

Appendix A lists the acronyms cited throughout this report. Appendix B provides
contact information and acknowledgements.
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INTRODUCTION

THE FTC AT-A-GLANCE
HISTORY

The Federal Trade Commission was created on September 26, 1914, when President Woodrow Wilson signed

the Federal Trade Commission Act into law. The original purpose of the FTC was to prevent unfair methods of
competition in commerce as part of the battle to “bust the trust.” Over the years, Congress passed additional laws
giving the agency greater authority to police anticompetitive practices, and in 1938, Congress passed a broad
prohibition against “unfair and deceptive acts or practices.” Since then, the FTC has been further directed by
Congress to enforce a wide variety of other consumer protection laws and regulations.

LAWS ENFORCED

The FTC is an independent law enforcement agency with both 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, Clayton Act. Telemarketing Sales Rule, Fair Credit Reporting Act.
Identity Theft Act. and Equal Credit Opportunity Act. In total. the commission has enforcement or administrative
responsibilities under more than 80 other laws.

PROFILE

m The agency is headquartered in Washington, D.C. and operates in seven regions across the United States.
m The agency's estimated full-time equivalent utilization in FY 2023 was 1.217.

m Total new budget authority for FY 2023 was $430 million, which included $70 million in general fund
appropriations and $360 million in spending authority from offsetting collections.

HEADQUARTERS

The FTC established its headquarters at 600 Pennsylvania Avenue, NW., with President Franklin D. Roosevelt
laying the cornerstone himself. Roosevelt remarked, “May this permanent home of the Federal Trade Commission
stand for all time as a symbol of the purpose of the government to insist on a greater application of the golden
rule to conduct the corporation and business enterprises in their relationship to the body politic.” Listen to
Franklin D. Roosevelt's speech.

The building. which is particularly
known for its two art deco-style
statues, called "Man Controlling
Trade," is located at the apex of
the Federal Triangle. and was

the culmination of the massive
Depression-era government
building project. Commissioners
and staff officially moved in on
April 21, 1938, and the building
continues to function as the FTC's
headquarters. serving the agency's
adjudicative, executive, policy, and
administrative functions.

i lv.v“ﬂ[%‘
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MESSAGE FROM THE CHAIR

ongress created the FTC to protect Americans from unlawful business

practices and to foster a vibrant economy fueled by fair competition and

an empowered, informed public. In fiscal year 2023, the FTC continued

prioritizing vigorous enforcement while also finding efficiencies to help us
stretch our scarce resources.

LINA M. KHAN
CHAIR

On the consumer protection side, the agency continued to fight fraud and
deception in the marketplace. This year, the FTC joined more than 100 federal and
state law enforcement partners in Operation Stop Scam Calls, which included five
new FTC actions against illegal telemarketing calls, as well as 180 enforcement
actions brought by our partners. The FTC also secured its largest penalty ever
awarded for violation of an FTC rule against Epic Games. In total. the agency filed
43 complaints in federal district court, obtained 61 permanent injunctions, and
returned $285.4 million in redress from defendants to consumers. That amount of
redress is especially significant given that the FTC can no longer use Section 13(b)
of the FTC Act to obtain monetary redress and disgorgement. This legal authority
had previously been the primary tool that the Commission used to return money to
consumers.

On the competition side, we have moved to challenge major unlawful deals

and anticompetitive conduct in critical sectors of the economy, including
pharmaceuticals, healthcare, energy, mortgage technology. industrial goods, and
payment networks. The Commission also took a series of actions challenging
noncompete provisions in employment contracts, which harm workers, consumers,
and competition. In addition, the FTC brought 23 competition enforcement actions
during the year. In six of those matters, the agency initiated federal court or
administrative litigation. In the other 17 matters, the Commission issued consent
orders to remedy harm to consumers, or the parties abandoned or restructured
their transactions in response to the Commission’s investigation.

Outside of law enforcement, the agency proposed a rule in January that would
eliminate noncompete clauses from employment contracts. Our proposal follows
extensive research showing that noncompete clauses harm competition in labor
markets, creating mismatches between workers and firms and depressing wages
even for those workers not directly covered by noncompete clauses. In July, we
published a draft revision of the merger guidelines, the enforcement manual that
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MESSAGE FROM THE CHAIR

the FTC and Justice Department use to analyze deals. Informed by over 5,000 public comments and several listening
sessions with market participants across the country, the updates are designed to reflect the realities of how businesses
grow and compete in today's economy.

FINANCIAL MANAGEMENT

The FTC takes very seriously its commitment to responsibly stewarding public resources entrusted to the agency by
American taxpayers and Congress. The agency's FY 2023 independent financial audit yielded our 27th consecutive
unmodified opinion, the highest audit opinion available. The independent auditors did not identify any material
weaknesses, significant deficiencies, or instances of non-compliance with internal controls, financial systems, or laws and
regulations. | am pleased to report that management's assessment of risks and review of controls and financial systems
disclosed no material weaknesses, and that the financial and performance data presented here is reliable and complete
(see Statement of Assurance, p. 33).

MANAGEMENT AND PERFORMANCE CHALLENGES

The Office of Inspector General (OIG) identified four management and performance challenges this year: (1) securing
information systems and networks from destruction, data loss, or compromise; (2) addressing challenges to FTC

litigation; (3) successfully managing merger transactions; and (4) combatting increasingly sophisticated imposter scams
and enhancing the public's awareness of them. In addition, the OIG highlighted the FTC's oversight of the Horseracing
Integrity and Safety Authority as a “watch list” item that, while not a serious management challenge, still requires attention.
Agency management agrees that these are important challenges and concurs with the IG's assessment of our progress in
addressing these challenges (see p. 88).

The Commission is committed to vigorously enforcing the law to protect all Americans and to working with federal and
state government partners to deliver on the FTC's mandate.

Lina M. Khan, Chair
November 15, 2023
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MANAGEMENT'S DISCUSSION AND ANALYSIS

AGENCY AND MISSION
INFORMATION

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 using a variety

of tools, including law enforcement, rulemaking,
research, studies on marketplace trends and legal
developments, and consumer and business education.

VISION

Avibrant economy fueled by fair competition and an
empowered, informed public.

MISSION

Protecting the public from deceptive or unfair business
practices and from unfair methods of competition
through law enforcement, advocacy, research, and
education.

WHAT WE DO

Our work to protect consumers and

promote competition touches the economic

life of every American. We are the only federal
agency that deals with consumer protection and
competition issues in broad sectors of the economy.

Every day we:

m Pursue strong and effective law
enforcement against deceptive, unfair, and
anticompetitive business practices;

m Create and share practical, plain-
language educational programs
for consumers and businesses;

m Advance consumers' interests by sharing
our expertise with federal and state legislatures
and U.S. and international government agencies;

m Develop policy and research tools
through workshops conferences, and hearings.

FEDERAL TRADE COMMISSION Agency Financial Report FISCAL YEAR 2023

OUR ORGANIZATION

The FTC is headed by a Commission composed of
five Commissioners, nominated by the President and
confirmed by the Senate, each serving a staggered
seven-year term. No more than three Commissioners
may be from the same political party. The President
designates one Commissioner to act as Chair who is
given the responsibility for the administration of the
Commission. Lina M. Khan was sworn in as Chair on
June 15th, 2021. The two current Commissioners are
Rebecca Slaughter and Alvaro Bedoya.

The FTC's mission is carried out by three bureaus:

The Bureau of Competition (BC) seeks to prevent
anticompetitive mergers and other anticompetitive
business practices in the marketplace. By enforcing
the antitrust laws, the Bureau promotes competition
and protects consumers’ freedom to choose goods
and services in an open marketplace at a price and
quality that fit their needs.

The Bureau of Consumer Protection’s (BCP) mandate
is to protect consumers against unfair, deceptive or
fraudulent practices. The Bureau enforces a variety
of consumer protection laws enacted by Congress,
as well as trade regulation rules issued by the
Commission. Its actions include individual company
and industry-wide investigations, administrative and
federal court litigation, rulemaking proceedings, and
consumer and business education. In addition, the
Bureau contributes to the Commission’'s ongoing
efforts to inform Congress and other government
entities of the impact that proposed actions could
have on consumers.

The Bureau of Economics helps the FTC evaluate

the economic impact of its actions. To do so, the
Bureau provides economic analysis and support to
antitrust and consumer protection investigations

and rulemakings. It also analyzes the impact of
government regulation on competition and consumers
and provides Congress, the Executive Branch and the
public with economic analysis of market processes

as they relate to antitrust, consumer protection, and
regulation.




MANAGEMENT'S DISCUSSION AND ANALYSIS

Lina M. Khan

Rebecca Kelly

Alvaro Bedoya
Chair Slaughter Commissioner
Sworn in: June 15, 2021 Commissioner Sworn in: May 16, 2022

Sworn in: May 2, 2018

The work of the bureaus is aided by several
additional offices:

The Regional Offices work with the Bureaus of
Competition and Consumer Protection to conduct
investigations and litigation, provide advice to state
and local officials on the competitive implications of
proposed actions, recommend cases, provide local
outreach services to consumers and businesspersons,
and coordinate activities with local, state, and regional
authorities.

The Office of Congressional Relations works closely
with members of Congress and their staffs. The office
informs Commissioners and FTC staff of Capitol Hill
issues and policies, and helps provide information

on legislation of interest to the Commission. It also
coordinates the preparation of both Congressional
testimony and responses to Congressional inquiries
concerning FTC policies and programs.

The Office of Public Affairs mission is to reach, inform,
educate, and engage consumers and businesses
through media and digital technologies and in
collaboration with our internal partners to advance
consumer protection and competition. The office is the
primary point of contact for all news media inquiries.

The Office of the Chief Privacy Officer manages the
FTC's internal privacy program and is responsible
for ensuring that the Commission complies with all
applicable privacy laws and guidance. The Office of
the Chief Privacy Officer identifies the privacy risks,

controls, and mitigating solutions when making
decisions involving the collection, use, sharing,
retention, disclosure and destruction of personally
identifiable information. It is also responsible for
investigating and mitigating privacy incidents,
supporting the FTC mission with an evolving privacy
program, and promoting a culture of privacy among
FTC staff, contractors, and third parties.

The Office of Policy Planning assists the Commission
to develop and implement long-range competition
and consumer protection policy initiatives and advises
staff on cases raising new or complex policy and legal
issues. One of the Office of Policy Planning's primary
roles involves advocacy, submitting filings supporting
competition and consumer protection principles to
state legislatures, regulatory boards, and officials;
state and federal courts; other federal agencies; and
professional organizations. The Office also organizes
public workshops and issues reports on cutting-

edge competition and consumer protection topics,
addressing questions of substantive antitrust law,
industry-specific practices, and significant national and
international policy debates.

The Office of International Affairs leads and
coordinates the FTC's work in international antitrust,
consumer protection, and technical assistance
projects. The FTC works with competition and
consumer protection agencies around the world to
promote cooperation and convergence toward best
practices.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

The Office of the Secretary oversees prompt
processing of all matters presented to the
Commission, supports the Commission decision-
making process, and ensures it operates efficiently.
The office also responds to most Congressional and
White House correspondence raising constituent
issues.

The Office of Technology assists the Commission

by strengthening and supporting law enforcement
investigations and actions, advising and engaging with
FTC staff and the Commission on policy and research
initiatives, and engaging with the public and relevant
experts to understand trends and to advance the
Commission's work.

The Office of the General Counsel is the Commission's
chief legal officer and adviser. The office represents
the Commission in court and provides legal counsel to
the Commission, the three bureaus, and other offices.

The Office of the Executive Director is responsible
for the administration and management of the
Commission through four organizations, which
manage the Commission's human capital, information
technology. financial management, and administrative
services.

FEDERAL TRADE COMMISSION Agency Financial Report FISCAL YEAR 2023

The Office of Administrative Law Judges performs
the initial adjudicative fact-finding in Commission
administrative complaint proceedings, guided by the
FTC Act, the Administrative Procedure Act, relevant
case law interpreting these statutes, and the FTC's
Rules of Practice. Administrative Law Judges are
independent decision makers, appointed under the
authority of the Office of Personnel Management.

The Office of Inspector General is an independent
and objective organization within the FTC, established
in compliance with the Inspector General Act
Amendments of 1988. Under the Inspector General
Act, the office conducts audits and investigations
relating to the programs and operations of the FTC.

The Office of Workplace Inclusivity and Opportunity
ensures that the Federal Trade Commission maintains
a work environment that is free from all forms of illegal
discrimination, including reprisal and harassment, and
processes complaints of discrimination.

For more information about the agency's components,
visit the FTC's Bureaus and Offices webpage.
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FEDERAL TRADE COMMISSION ORGANIZATIONAL CHART

Commissioner Commissioner
Vacant Alvaro Bedoya

Office of
Congressional Relations
Jean Bumpus

Office of
Public Affairs
Douglas Farrar

Office of
Policy Planning
Elizabeth Wilkins

Office of
International Affairs
Maria Coppola

Office of
the Secretary
April Tabor

Chair
Lina M. Khan

Chief of Staff
Elizabeth Wilkins

Commissioner
Rebecca Kelly
Slaughter

Commissioner
Vacant

Office of the Chief
Privacy Officer
John Krebs

Office of
Administrative Law Judges'
D. Michael Chappell

Office of
Inspector General’
Andrew Katsaros

Office of Workplace
Inclusivity and Opportunity
Monique Fortenberry

Office of Technology
Stephanie Nguyen

Bureau of

Consumer

Protection
Samuel Levine

Office of the
General Counsel
Anisha Dasgupta

* An independent organization within the FTC.
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Executive Director

David B Robbins

Regions

Bureau of
Economics
Aviv Nevo

Bureau of
Competition
Henry Liu




REGIONAL OFFICES

Protecting America’'s consumers

Since 1918, regional offices have played an integral role in fulfilling the FTC's consumer protection and
competition missions. Currently, eight regional offices covering seven geographic regions conduct
investigations and litigation; provide local outreach to consumers and industry; and build partnerships with
local, state, regional. and cross-border law enforcement authorities.

The agency is headquartered in Washington, DC, and operates with seven regions across the US, with two
offices located in the Western Region. The graphic below illustrates the locations of the FTC regions.

@®Seattle | |
[\

Northwest

...
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MANAGEMENT'S DISCUSSION AND ANALYSIS

PERFORMANCE HIGHLIGHTS

The FTC has chosen to produce an AFR and a
separate Annual Performance Report (APR) for FY
2023. The APR will be included as part of the FTC's
Congressional Budget Justification and will also be
available on the FTC's website.

This section explains the FTC's strategic and
performance planning framework and summarizes
the key performance goals. The 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.

STRATEGIC GOALS

GOAL 1: Protect the public from unfair
or deceptive acts or practices in the

marketplace.

Net Costs: $203 million*

*$218 million in costs

- $15 million in revenue
$203 million

GOAL 2: Protect the public from
unfair methods of competition in
the marketplace and promote fair

competition.

Net Costs: $27 million*

*$200 million in costs
- $173 million in revenue
$27 million

GOAL 3: Advance the FTC’s effectiveness
and performance.

Goal 3's net costs are distributed to Goal 1 and Goal
2 predominately by Goal 1 and Goal 2’s Full-Time
Equivalent (FTE) usage, except for those non-pay
costs that are clearly attributable to a specific goal.

Note: Net Costs represent the resources used to achieve

STRATEGIC AND PERFORMANCE
PLANNING FRAMEWORK

The FTC's Annual Performance Report is structured
around three strategic goals and supporting
objectives as established in the FTC Strategic Plan
FY 2022-2026. The FTC's strategic goals, objectives,
strategies, and performance metrics articulate what
the agency intends to accomplish to meet its mission,
demonstrate the highest standards of stewardship,
and improve the management functions vital to core
mission success.

The following table shows the FTC's net costs for its
strategic goals.

OBJECTIVES

1.1 Identify, investigate, take actions against, and deter unfair or
deceptive acts or practices that harm the public.

1.2 Connect with individuals, communities, and businesses
to provide practical knowledge, guidance, and tools, and to
learn about key challenges and opportunities for future FTC
engagement.

1.3 Collaborate with domestic and international partners to
enhance consumer protection.

1.4 Support equity for historically underserved communities
through the FTC’s consumer protection mission.

2.1 Identify, investigate, and take actions against anticompetitive
mergers and business practices.

2.2 Engage in research, advocacy, and outreach to promote public
awareness and understanding of fair competition and its benefits.

2.3 Collaborate with domestic and international partners to check
unfair methods of competition.

2.4 Support equity for historically underserved communities
through the FTC’s competition mission.

3.1 Optimize resource management, space, and administrative
programs.

3.2 Cultivate a high-performing, diverse, inclusive, and engaged
workforce.

3.3 Optimize information management.

strategic goals and signify the relative efficiency and cost-

effectiveness of agency programs/operations. The FTC does not divide net costs by objective.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

PERFORMANCE MEASUREMENT
REPORTING PROCESS

Bureau and Office representatives serve as
Performance Measure Reporting Officials (PMROs),
who act as data stewards for each of the agency's
publicly-reported performance metrics. The PMROs
report performance data to the Performance
Improvement Officer (PIO) on a quarterly or annual
basis via an internal data reporting tool. The Financial
Management Office (FMO) also leads periodic
performance metric reviews in coordination with
budget execution reviews. Quarterly reports are sent
to senior managers throughout the agency. allowing
for adjustments to agency strategies based on interim
results.

VERIFICATION AND VALIDATION OF
PERFORMANCE DATA

The following outlines how the agency ensures the
performance information it reports is complete,
reliable, and accurate:

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

m Each PMRO is responsible for updating the Data
Quality Appendix (DQA) at least once per year.
The DQA serves as a process document and
details data sources, and collection methods for
performance information, as well as how metrics
are calculated.

m PMROs must provide all supporting documentation
for their performance results at both the midpoint

FEDERAL TRADE COMMISSION Agency Financial Report FISCAL YEAR 2023

and end of the fiscal year. This allows FMO
Performance Staff to “dig beneath the surface" and
see the data underlying the metrics.

m After reviewing the underlying data, several
measures are selected each year to investigate
more thoroughly, including interviewing the staff
responsible for data collection, asking about
alternative methods, and comparing data collection
and calculations to those reported in the DQA.

PERFORMANCE GOALS OVERVIEW

In the Strategic Plan FY 2022-2026, the FTC has
established 43 performance metrics and targets for
assessing program performance against agency
strategic goals and objectives. This report documents
the performance of six of those metrics, which may be
considered key performance metrics because they
best indicate whether agency activities are achieving
the desired outcome associated with the related
objective.

The following tables summarize actual performance
during FY 2023 against established targets for the
FTC's seven key performance metrics. The tables

also include results from the prior four fiscal years as
well as a description of how performance results are
calculated for that performance goal. The FTC met or
exceeded FY 2023 targets on five key performance
metrics, did not meet the target on one metric, and did
not have a target on one metric.

LEGEND FOR UPCOMING TABLES
v Signifies that the target was met or exceeded

X Signifies that the target was not met




MANAGEMENT'S DISCUSSION AND ANALYSIS

STRATEGIC GOAL 1: PROTECT THE PUBLIC FROM UNFAIR OR DECEPTIVE
ACTS OR PRACTICES IN THE MARKETPLACE.

The FTC uses a multi-pronged interdisciplinary approach to protect the public from unfair and deceptive
practices in the marketplace. The FTC conducts investigations, sues companies and people that violate the

law, develops rules to protect the public, and educates consumers and businesses about their rights and
responsibilities. The agency also collects reports about a host of consumer issues, including fraud, identity theft,
financial matters, and Do Not Call violations. The FTC makes these reports available to law enforcement agencies
worldwide.

METRIC 1.1.1: Amount of money returned to the public or forwarded to the U.S. Treasury
resulting from FTC enforcement actions.

Description: This metric tracks the FTC's effectiveness in returning money to consumers who were defrauded
and forwarding money to the U.S. Treasury (e.g., if sending money to individuals is impracticable, or if funds
were paid as a civil penalty). The FTC targets law enforcement efforts on violations that cause the greatest
amount of consumer harm. The amount of money returned to consumers or forwarded to the US. Treasury is a
useful indicator that the FTC is targeting the right defendants:

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2023 FY 2023
Actual Actual Actual Actual Actual Target Status
S97T11 | oo o5 pillion | 0021 $639.8 $342.1 $65 million v
million million million million

Note on Metric 1.1.1: The FTC formerly reported these numbers as a three-year rolling average. The
results for each fiscal year are now being reported without averaging. The amount of money returned
to the public and the US. Treasury has declined in recent years in part due to the Supreme Court's
2021 decision in AMG Capital Management v. FTC, which held that the FTC does not have the ability
to obtain monetary relief pursuant to Section 13(b) of the FTC Act. For further discussion, see the OIG's
second management challenge on page 88.

* Calculation/Formula: Sum of refund payments issued by the FTC and cashed by consumers, plus the amount of redress payments
issued to consumers by defendants and third parties, plus the amount of money paid to the FTC by defendants and forwarded to
the U. S. Treasury. either because sending refunds was not feasible or because the money was paid as a civil penalty.

OPERATION STOP SCAM CALLS
- A

The FTC and more than 100 federal and state law enforcement partners
nationwide, including the attorneys general from all 50 states and the District
of Columbia, announced a new crackdown on illegal telemarketing calls
involving more than 180 actions targeting operations responsible for billions of
calls to U.S. consumers. The joint federal and state initiative, “Operation Stop
Scam Calls," is part of the Commission’s ongoing efforts to combat the scourge
of illegal telemarketing. including robocalls. The initiative not only targets
telemarketers and the companies that hire them but also takes action against
lead generators who deceptively collect and provide consumers' telephone
numbers to robocallers and others, falsely representing that these consumers
have consented to receive calls. The effort also targets Voice over Internet
Protocol (VoIP) service providers who facilitate illegal robocalls, which often originate overseas.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

METRIC 1.1.2: Total consumer savings compared to the amount of FTC resources allocated to
consumer protection law enforcement.

Description: This metric tracks the efficiency of the FTC's consumer protection law enforcement spending. We
compare how much money the FTC saves consumers each year through law enforcement to the amount the
FTC spends on consumer protection law enforcement. Consumer savings are comprised of: (a) the amount of
money returned to consumers; and (b) an estimate of the amount of harm that would have occurred but for the
FTC's law enforcement action. To calculate this latter figure, the FTC assumes that the unlawful conduct would
have continued for one year but for our action. The FTC also assumes that the amount of harm that would have
occurred in that year is the same as what consumers lost in the past?

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2023 FY 2023
Actual Actual Actual Actual Actual Target Status
$13.00 in $12.70 in $12.90 in $9.40 in $710in $7.00in
consumer consumer consumer consumer consumer consumer v
savings per | savings per | savings per | savings per | savings per | savings per
$1 spent $1 spent $1 spent $1 spent $1 spent $1 spent

Note on Metric 1.1.2: The FTC formerly reported these numbers as a three-year rolling average. The results for
each fiscal year are now being reported without averaging. The amount of consumer savings has declined in
recent years in part due to the Supreme Court's 2021 decision in AMG Capital Management v. FTC, which held that
the FTC does not have the ability to obtain monetary relief pursuant to Section 13(b) of the FTC Act. For further
discussion, see the OIG's second management challenge on page 88.

2 Calculation/Formula: (Amount of money returned to consumers + the sum of the estimated consumer savings generated by
law enforcement actions) / Annual expenditures on consumer protection law enforcement. The amount of money returned to
consumers is the sum of refund checks cashed by consumers as the result of FTC consumer protection enforcement actions plus
the amount of redress distributed to consumers without FTC contractors (if refund check cashed information is not available).

The sum of the estimated consumer savings generated by law enforcement actions is the estimate of harm that would have
occurred but for the FTC's law enforcement action. The FTC assumes that the unlawful conduct would have continued for one
year but for our action and the amount of harm that would have occurred in that year is the same as what consumers lost in the
past. This amount is estimated by BCP case managers by estimating the consumer loss due to fraudulent, deceptive, or unfair
practices in the 12 months prior to the FTC's first contact with the defendants or by dividing the estimated total economic injury by
the amount of time the defendants' business operated to derive an annualized estimate of consumer savings. The measure also
includes instances wherein, as a result of FTC law enforcement action directed specifically at a business, that business stops its
allegedly unfair or deceptive practices.

The annual expenditures on consumer protection law enforcement are the FTC budget dollars spent on consumer protection law
enforcement. Dollars spent on the Consumer and Business Education and Economics and Consumer Policy work are excluded
from this calculation.
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PROTECTING CONSUMERS FROM NON-CONSENSUAL SUBSCRIPTIONS AND FROM
VIOLATIONS OF THE CHILDREN’S ONLINE PRIVACY PROTECTION ACT RULE

The FTC filed a complaint charging Amazon.com with engaging "b "

consumers to cancel their subscriptions to Prime. The FTC alleges
that Amazon has knowingly duped millions of consumers into
unknowingly enrolling in automatically-renewing Amazon Prime
subscriptions by using manipulative, coercive, or deceptive user-
interface designs known as “dark patterns." The FTC also alleges
that consumers who attempted to cancel Prime were faced with
multiple obstacles to actually accomplish the task of cancelling.

in a years-long effort to enroll consumers into its Prime program
without their consent while knowingly making it difficult for

In another law enforcement action against Amazon.com, the

company has agreed to pay a $25 million civil penalty. overhaul

its deletion practices, and implement stringent privacy safeguards

in order to settle charges that the company violated the Children's Online Privacy Protection Act Rule
(COPPA Rule) and deceived parents and users of the Alexa voice assistant service about its data deletion
practices. According to the complaint filed by the DOJ on behalf of the FTC, Amazon prevented parents from
exercising their deletion rights under the COPPA Rule, kept sensitive voice and geolocation data for years,
and used it for its own purposes, while putting data at risk of harm from unnecessary access.

FORTNITE VIDEO GAME MAKER EPIC GAMES TO PAY MORE THAN HALF A

BILLION DOLLARS

The FTC secured agreements requiring Epic Games, creator

of the popular video game Fortnite, to pay a total of $520 million

in relief over allegations the company violated the Children's
Online Privacy Protection Act (COPPA) and deployed design tricks,
known as dark patterns, to dupe millions of players into making
unintentional purchases. The FTC's action against Epic involves
two separate record-breaking settlements. As part of a proposed
federal court order filed by DOJ on behalf of the FTC, Epic will

pay a $275 million monetary penalty for violating the COPPA Rule,
which is the largest penalty ever obtained for violating an FTC rule.
Additionally, in a first-of-its-kind provision, Epic will be required

to adopt strong privacy default settings for children and teens,
ensuring that voice and text communications are turned off by
default. Under a separate administrative order, Epic will pay $245 million to refund consumers for its dark
pattern and billing practices, which is the FTC's largest refund amount in a gaming case.
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METRIC 1.2.1: Rate of consumer satisfaction with FTC consumer education websites. (a)
Mobile; (b) Desktop.

Description: Consumer and business education serves as an important and vital resource in fighting against
deception and unfair practices. Well-informed consumers are better able to recognize and report fraud, and
well-informed business owners know where the FTC draws the line. This metric gauges the effectiveness,
helpfulness, and usability of the FTC's consumer education website and includes the customer satisfaction
scores for consumer.ftc.gov.3

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2023 FY 2023
Actual Actual Actual Actual Actual Target Status
Average
satisfaction
(a) N/A (a) N/A (a) N/A (a) 73.5 (a) 73.4 rate = v
(b) 777 (b) 76.2 (b) 72.9 (b) 73.4 (b) 74.9 () 72.1
(b) 69.7

3 Calculation/Formula: When visiting consumer ftc.gov consumers are given the option to complete a short survey to provide
feedback on the following aspects of the site: information browsing. look and feel. navigation, site information, and site
performance. The formula for the overall satisfaction score is proprietary to ForeSee.

REPORT ON CONSUMER ISSUES AFFECTING AMERICAN INDIAN AND ALASKA

NATIVE COMMUNITIES

The FTC engaged in national outreach and education efforts to gain a A b hOd 4 2K I A4 44
broader understanding of the particular consumer protection challenges
American Indian and Alaska Native (Al/AN) communities experience

and how the FTC may work to further support these communities. This Consumer Issues
effort included listening to and collaborating with sources trusted in Al/ Affecting American Indian
AN communities as well as analyzing consumer reports from Al/AN and Alaska Native

individuals to the FTC. The Consumer Issues Affecting American Indian
and Alaska Native Communities Report, submitted to Congress in March
2023, provides details on the consumer issues identified through these

efforts. The report includes a summary of some of the numerous law e
enforcement actions and recent notices of proposed rulemaking relating
to consumer abuses identified as impacting Al/AN communities. The
report also describes the FTC's actions to better reach and respond

to the needs of Al/AN populations, including launching ftc.gov/NativeAmerican, a website that serves a
landing page for consumer and business education resources related to the topics identified in the report.

Communities
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STRATEGIC GOAL 2: PROTECT THE PUBLIC FROM UNFAIR METHODS
OF COMPETITION IN THE MARKETPLACE AND PROMOTE FAIR
COMPETITION.

The FTC's efforts to prevent and police unfair methods of competition focus on preventing anticompetitive
mergers and business practices through enforcement. The FTC also engages in policy research and
development, advocacy, and education to deter anticompetitive practices and encourage federal, state, and
local governments to evaluate the effects of their policies on fair competition. The FTC advances these goals
internationally by fostering enforcement and policy convergence and through case cooperation with counterpart
foreign enforcement authorities. This work is critical to protect and strengthen free and open markets - the
cornerstone of a vibrant economy.

METRIC 2.1.1: Total consumer savings and other measurable benefits generated by antitrust
enforcement.

Description: This metric reports the estimated amount of money that the Commission saved consumers by
taking action against potentially anticompetitive mergers and business conduct. The number reported is a five-
year “rolling average” (average of the current year and four prior year totals).+

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2023 FY 2023
Actual Actual Actual Actual Actual Target Status
$4.87 billion | $2.68 billion | $2.84 billion | $3.19 billion | $3.14 billion = $2.40 billion v

+ Calculation/Formula: When available, staff uses case-specific data to generate the estimate of consumer savings. Otherwise, staff
uses a formula of three percent of the volume of commerce in the relevant geographic/product market(s) for two years. In order
to create a balanced performance profile, performance is reported as a “rolling average" over five years, compensating for highly
variable results in any individual year due to the influence of a few significant cases or the level of merger and nonmerger activity in
that year.

FTC SETTLES WITH SURESCRIPTS IN ILLEGAL MONOPOLIZATION CASE

In July 2023, the FTC filed a stipulated order to settle charges

that health information technology company Surescripts engaged

in exclusionary conduct to maintain a monopoly in violation of the
antitrust laws. The proposed order, filed with the federal court,
resolves the FTC's pending action against Surescripts, after the
district court granted the FTC's motion for partial summary judgment
and encouraged the parties to engage in settlement discussions.
According to the FTC's April 2019 complaint, Surescripts employed
illegal vertical and horizontal restraints in order to maintain its
monopoly of the routing and eligibility of e-prescribing markets. ”
These markets involve technology used by physicians to route 2% '
electronic prescriptions and health care providers to electronically
determine patient eligibility and insurance coverage. respectively. The order prohibits Surescripts from
imposing loyalty or exclusivity requirements on its routing and eligibility customers, including through all-
unit discounting, and bars the company from using non-compete agreements with employees that would
prevent them from working for a competitor.

26 FEDERAL TRADE COMMISSION Agency Financial Report FISCAL YEAR 2023




MANAGEMENT'S DISCUSSION AND ANALYSIS

METRIC 2.1.2: Total consumer savings and other measurable benefits generated by antitrust
enforcement compared to resources spent.

Description: This metric reports the estimated consumer savings and other measurable benefits that the
Commission saved consumers by taking action against potentially anticompetitive mergers and business
conduct compared to the amount spent on the merger and nonmerger programs. The amount reported is a

five-year “rolling average” (average of the current year and four prior year totals).s

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2023 FY 2023
Actual Actual Actual Actual Actual Target Status
$66.00 in $34.40 in $35.50 in $38.20 in $34.10in $35.00 in
consumer consumer consumer consumer consumer consumer X
savings per | savings per = savings per @ savings per | savings per savings per
$1 spent $1 spent $1 spent $1 spentt $1 spent $1 spent

5 Calculation/Formula: Estimated consumer savings generated under metric 2.1.2 are divided by the amount of resources spent
on the merger program for the current fiscal year. When available, staff uses case-specific data to generate the estimate of
consumer savings. Otherwise, staff uses a formula of three percent of the volume of commerce of the relevant product market(s)
for two years. In order to create a balanced performance profile, performance is reported as a “rolling average" over five years,
compensating for highly variable results in any individual year due to the influence of a few significant cases or the level of merger
and nonmerger activity in that year.

ENSURING COMPETITION IN MORTGAGE TECHNOLOGY MARKETS

The FTC approved a settlement to resolve antitrust
concerns surrounding Intercontinental Exchange's
(ICE) proposed $13.1 billion acquisition of Black Knight.
ICE and Black Knight are the nation's two largest
providers of home mortgage loan origination systems
(LOS) and product pricing and eligibility engines (PPE).
The Commission alleged that the original merger
would drive up costs, reduce innovation, and reduce
lenders' choices. LOS software is used to manage

the documents and workflow required to generate

a mortgage, and PPE systems are used by lenders

to obtain the best interest rates for prospective

homebuyers. ICE's Encompass LOS competes head-
to-head with Black Knight's Empower platforms, and the firms also compete for the sale of a host of related
services, including PPE. The proposed settlement ensures Black Knight's divestiture of Empower and

Optimal Blue, two businesses that provide critical services in the mortgage origination process, and secures
other concessions to promote the success of the divested businesses.
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FTC MOVES TO PROTECT WORKERS FROM HARMFUL NONCOMPETE
RESTRICTIONS

The Commission issued a series of three orders to

Ardagh Group, O-l Glass and Anchor Glass Container NON-COMPETE
Corp., and a fourth to security services firms Prudential AGREEMENT
Security and Prudential Command, forcing each firm B emaete Aoreefent i face by s S

to drop noncompete restrictions in their employment
contracts. According to the complaints, the companies
illegally imposed noncompete restrictions on workers in
positions ranging from security services to manufacturing
to engineering that barred them from seeking or accepting
work with another employer or operating a competing
business after leaving the companies. According to the
FTC's complaints, these provisions harm workers through
lower wages, reduced benefits, and less favorable working
conditions, and harm businesses by limiting available
labor, preventing competitors from entering or expanding their businesses. Combined, these noncompete
provisions inhibited the employment opportunities of thousands of workers.

FTC REQUIRES MASTERCARD TO STOP BLOCKING THE USE OF COMPETING DEBIT
PAYMENT NETWORKS

In May 2023, the FTC approved a final order ending the
illegal business tactics Mastercard employed to force
merchants to route debit card payments through its
payment network and requiring Mastercard to stop blocking
the use of competing debit payment networks. Debit card
payment networks are used by more than 80 percent of
American adults and process $4 trillion in purchases each
year and continue to grow via new payment media such

as Apple Pay, Google Pay, and Samsung Wallet. These
networks transmit payment information between points-
of-sale and banking institutions, transferring approvals

or denials back to the merchant. Networks compete for
the business of banks that issue debit cards and for the
business of merchants who accept debit card payments,
and charge processing fees for the service. In an effort to
increase competition among these networks, Congress
enacted the Durbin Amendment to the Dodd-Frank Act in 2010, requiring banks to enable at least two
unaffiliated networks on every debit card, giving merchants a choice in which network to use for each
transaction, and barring payment networks from restricting the use of other networks. According to the
complaint, Mastercard set policies that blocked merchants from routing ecommerce transactions using
Mastercard-branded debit cards saved in e-wallets to alternative payment networks.
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METRIC 2.2.2: Number of cases for which Bureau of Economics (BE) economists prepared to
testify as expert witnesses in FTC antitrust enforcement actions.

Description: This metric is the number of cases for which BE economists (including economists, financial
analysts, research analysts, statisticians, and other BE staff) prepared to testify as expert withesses in FTC
antitrust enforcement actions. This number is a measure of BE expertise developed through economic research
related to competition analysis and represents not only the expertise of the testifying expert, but also the

expertise of the BE economists and other staff that are supporting that expert.

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2023 FY 2023
Actual Actual Actual Actual Actual Target Status
N/A N/A N/A 5 5 Baseline N/A

6 Calculation/Formula: The metric will be calculated as the number of cases during the fiscal year for which a BE economist
prepared to be a testifying expert for an antitrust enforcement action. The term “BE economist” refers to all BE staff members,
including economists, financial analysts, research analysts, and statisticians.

ENSURING COMPETITION IN PHARMACEUTICAL MARKETS

The FTC approved a settlement with Amgen to address
the potential competitive harm that would result from
Amgen's $27.8 billion acquisition of Horizon Therapeutics.

In moving to block the deal. the FTC alleged that the deal
would allow Amgen to leverage its portfolio of blockbuster
drugs to entrench the monopoly position of Horizon drugs
Tepezza and Krystexxa, used in the treatment of thyroid
eye disease and chronic refractory gout, respectively. The
complaint alleges that Amgen has a history of using rebates
on its high-volume drugs through cross-market bundling
which may make it impossible for smaller rivals developing
competing drugs to compete, discouraging market entry.
Under the proposed settlement, Amgen is prohibited from
bundling an Amgen product with either Tepezza or Krystexxa. In addition, Amgen may not condition any
product rebate or contract terms related to an Amgen product on the sale or positioning either one of these
drugs. Amgen also is barred from using any product rebate or contract term to exclude or disadvantage any
product that would compete with Tepezza or Krystexxa.
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UPDATING THE MERGER GUIDELINES

Since first releasing merger guidelines in 1968, the DOJ and the
FTC have updated the merger guidelines a number of times. The
merger guidelines document describes and guides the agencies'
review of mergers and acquisitions to determine compliance
with federal antitrust laws. This year saw the release of a new
draft update of the merger guidelines. The goal of the update
is to better reflect how the agencies determine a merger's effect
on competition in the modern economy and evaluate proposed
mergers under the law. Following the release, a 60-day public Merger Guidelines
comment period was held, as well as three public workshops. The
agencies are currently reviewing the public feedback.

U.S. Department of Justice and the Federal Trade Commission

plain how the Department of Justice and the Federal Trade
jenally iflogal mergers. They dre designed 1o help the
wnderstand the factors and frameworks the

The following thirteen guidelines form the foundation of the draft
document:

| and 2 of the
S¢

m Mergers should not significantly increase concentration in
highly concentrated markets.

m Mergers should not eliminate substantial competition between
firms.

m Mergers should not increase the risk of coordination.
m Mergers should not eliminate a potential entrant in a concentrated market.

m Mergers should not substantially lessen competition by creating a firm that controls products or services
that its rivals may use to compete.

m Vertical mergers should not create market structures that foreclose competition.

m Mergers should not entrench or extend a dominant position.

m Mergers should not further a trend toward concentration.

m When a merger is part of a series of multiple acquisitions, the agencies may examine the whole series.

m When a merger involves a multi-sided platform, the agencies examine competition between platforms,
on a platform, or to displace a platform.

m When a merger involves competing buyers, the agencies examine whether it may substantially lessen
competition for workers or other sellers.

m When an acquisition involves partial ownership or minority interests, the agencies examine its impact on
competition.

m Mergers should not otherwise substantially lessen competition or tend to create a monopoly.
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STRATEGIC GOAL 3: ADVANCE THE FTC’S EFFECTIVENESS AND
PERFORMANCE.

The FTC believes that advancing organizational effectiveness and performance at all levels creates a strong
foundation for overall mission success. The agency's work in Strategic Goal 3 highlights ongoing efforts to
improve the management of agency staffing, finances, information, and physical assets, in order to create a more
efficient and more agile agency.

Metric 3.2.1: Annual score on the FEVS Employee Engagement Index

Description: This metric tracks the Employee Engagement Index of the Federal Employee Viewpoint Survey
(FEVS), an annual survey of federal employees conducted by the Office of Personnel Management. The index
gauges the extent to which employees believe that management listens and provides meaningful support and
feedback in various areas that assist staff in supporting the overall mission of the agency. The index is based on
FEVS questions that assess three sub-factors: perceptions of agency leadership, relationships between workers
and supervisors, and feelings of motivation and competency”

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2023 FY 2023
Actual Actual Actual Actual Actual Target Status
Government-
wide
84% 87% 74% 74% 79% v
Average =
72%

7 Calculation/Formula: The FEVS Employee Engagement Index measures conditions important to supporting employee
engagement through responses to 20 questions across the three sub factors. The Office of Personnel Management, which
manages the FEVS, calculates an agency Index score based on responses to these 20 questions.

FTC SUES TO BLOCK MERGER BETWEEN HEALTHCARE ADVERTISING RIVALS

In July 2023, the FTC issued a complaint seeking to block the

world's largest health care data provider, IQVIA Holdings, from

acquiring Propel Media. According to the complaint, the proposed )
acquisition would give IQVIA a leading position in the market +

for programmatic advertising for health care products (namely '
prescription drugs) to doctors and other health care professions

and would incentivize IQVIA to withhold key information to -
discourage entry into the market by potential rival companies. IQVIA ®-—
and Propel are two of the top three providers of these services, N
known as demand-side platforms, which specifically target health care professionals with advertising for
pharmaceutical drugs and other products. The complaint alleges that the proposed deal would eliminate
head-to-head competition between the two firms, driving up prices and reducing quality and choice. This
matter is pending in federal court.
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MANAGEMENT ASSURANCES

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

The FTC's Enterprise Risk Management (ERM) and
internal controls are integral to managing daily
operations and carrying out activities that achieve
strategic goals and objectives. Internal controls

are part of all agency systems and processes.

Senior management holds managers accountable
for documenting, assessing, and improving these
controls in order to provide efficient and effective risk
management, program operations, high-quality data,
and accurate reporting as well as program compliance
with applicable laws and regulations.

The FTC's Senior Management Council (SMC)
provides oversight to the Senior Assessment Team
(SAT) activities and is instrumental in the strategic
direction and mitigation strategies for the Agency's
most significant risks. The SAT plans and executes the
Agency's enterprise risk and internal control program
activities to include fraud reduction initiatives. This
includes assessing and improving compliance with
applicable guidance (e.g.. Office of Management and
Budget Circular A-123, Management Responsibilities
for Enterprise Risk Management and Internal Control),
monitoring and remediation of identified risk, and
communicating the results of reviews to senior
management and the head of the agency.

SAT activities in FY 2023 included planning the
annual internal controls assessments; identifying key
processes and related control activities; documenting
the scope, design, and methodology of risk and
internal control assessments; testing of internal
controls; and monitoring corrective action plans

and the remediation progress. In addition, the SMC
updated the agency risk profile, including fraud and
other risks related to successful mission performance.
The profile listed risks regarding the FTC's ability

to address increasingly sophisticated scam tactics
against consumers, challenges to FTC litigation which
reduces the agency's ability to obtain monetary

relief for those harmed by deceptive or unfair
business practices, or unfair methods of competition.
In addition, the profile includes the complexity

and unpredictable nature of market competition
investigations requiring expert witnesses, impacts of
budget constraints as they influence litigation options
for the consumer protection mission, and the schedule
risk and cost risk associated with the FTC's technology
initiatives to include improving and positioning the
agency to detect advanced persistent threats to its
systems and data. Risks related to managing record
and sensitive information along with the volume

of merger transactions have also been noted. FTC
leadership uses the risk profile to monitor agency
operations, to make budget and resource decisions,
and to assess mitigation strategies and activities.

This year, the FTC continued with the implementation
of an ERM program plan and strategy. Activities for

FY 2023 included executing an annual segment of
the multi-year internal control assessment plan,
monitoring existing risk registers, identifying and
analyzing risk, assessing entity level controls, and
monitoring corrective actions, as well as performing
OMB-directed Internal Control Over Reporting

(ICOR) assessments. In determining if there were any
management control deficiencies or nonconformance
that must be disclosed in the annual assurance
statement, t