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UNITED STATES OF AMERICA 

FEDERAL TRADE COMMISSION 
WASHINGTON, D.C. 20580 

Office of Inspector General 

MEMORANDUM 

TO: 

FROM: 

Chairwoman Edith Ramirez 
Commissioner Julie Brill 
Commissioner Maureen K. Ohlhausen 
Commissioner Joshua D. Wright 
Commissioner Terrell McSweeny 

Roslyn A. Mazer /) ,~ J\ 
Acting Inspector od~1' v \ 

March 17, 2015 

SUBJECT: Transmittal of the Management Letter for the FY 2014 Financial Statement Audit 

In November 17, 2014, we transmitted to you the financial statement audit performed by the 
independent accounting firm of Brown & Company CP As, PLLC. The auditors issued an 
unmodified (clean) opinion on the FTC's FY 2014 financial statements. 

When performing an audit of an agency's major financial systems and accounting processes, 
auditors often detect certain matters involving internal controls that do not rise to a level of 
seriousness to be reflected in the auditor's opinion report. These findings are communicated in a 
management letter. This memorandum transmits a copy of the FY 2014 Financial Statement 
Management Letter that reports on such matters. This letter does not affect the auditors' 
unmodified opinion on the financial statements. 

FTC has continued to work to address many of the open recommendations from prior financial 
statement audits. At the beginning of the FY 2014 financial audit, there were eight 
recommendations to improve FTC's financial operations and internal controls. In the course of 
performing the FY 2014 financial statement audit, Brown & Company identified actions FTC 
took to address many of the matters previously identified. On the basis of FTC' s actions, which 
were substantiated through the audit, Brown & Company closed six of the eight 
recommendations from previous audits. 

This letter contains five additional recommendations that warrant management's consideration. 
Management concurred with the five recommendations and has implemented or is in the process 
of implementing actions to address the issues identified. Management's response is reprinted in 
its entirety as Appendix C. 



Brown & Company CP As, PLLC is responsible for the attached Management Letter dated 
December 12, 2014 and the conclusions expressed in the letter. We do not express opinions on 
FTC' s financial statements, nor do we provide conclusions on internal control or compliance 
with laws and regulations. 

Should you have any questions or concerns, please do not hesitate to contact me. 

Cc: Heather Hippsley, Chief of Staff 
David Robbins, Chief Executive Officer 
Pat Bak, Deputy Executive Officer 
Monique Fortenberry, Deputy Executive Officer 
David Rebich, Chief Financial Officer and Performance Improvement Officer 
Joseph O'Leska, Deputy Chief Financial Officer 
Milissa Young-Loiselle, Assistant CFO for Financial Policy, Reporting, and Controls 
Valerie Green, Deputy Performance Improvement Officer 
Kimberly Mayo, Assistant CFO for Budget 
Nancy Moreno, Assistant CFO for Acquisitions 
George Adam, Financial Operations Accounting Officer 
Randy Salzer, Senior Accountant 
Kimberly Penn, Brown & Company 
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BROWN & COMPANY CPAs. PLLC 
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Office of the Chief Financial Officer 

MEMORANDUM 

TO: 

United States of America 
FEDERAL TRADE COMMISSION 

WASHINGTON, D.C. 20580 

March 11, 2015 

FROM: 

Roslyn Mazer 

Acting lnspect~r Geh'ral 
1 
// / 

David Rebich ~ _/'~✓ 
ChiefFinancial fficer 

SUBJECT: . Management's Response to the Draft FY 2014 Management Letter 

Management has reviewed the draft Management Letter for the Fiscal Year (FY) 2014 Financial 
Statements. We are pleased that the Inspector General was able to close six of the eight open 
recommendations made in connection with prior audits. In general , we concur with 
recommendations contained in the draft FY 2014 letter. The following is Management's 
response to the FY 2014 recommendations and the remaining open recommendations from prior 
years ' audits. 

ML-14-1 Timeliness of Delivery of Documents Requested 

Recommendation: 
To ensure that requested documentation be made readily available for examination of internal 
control, all transactions, and other significant events, we recommend that FTC establish internal 
controls to ensure production of requested documentation. This could include written 
notification of the start of the financial audit, including Human Capital Management Office 
personnel in weekly audit meetings, and including timely production of deliverables to the OIG 
in employee performance reviews. 

Management Response: 
Management concurs with the recommendation. The Financial Management Office (FMO) is 
establishing a process to ensure requested documentation is readily available for examination. 
By July I, 2015, FMO will provide FTC offices that are responsible for audit deliverables with 
notification of the start of the audit; description ofmaterial(s) requested and due date(s); and 
guidelines on submitting audit material. FMO also will follow-up with offices and invite 
appropriate officials to audit status meetings, as necessary, to ensure delivery of requested 
materials. Furthermore, all FTC managers have a performance element that addresses 
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accountability and results. This element requires timely and accurate submission of data to our 
stakeholders and customers. 

The Responsible Senior Official for this recommendation is Milissa Young-Loiselle, Assistant 
CFO, Financial Policy, Reports, and Controls. The target completion date for addressing this 
recommendation is September 30, 2015. 

ML-14-2 Expenditure Exceeded the Obligation 

Recommendation: 
We recommend that FTC enhance its compliance with internal controls over contract 
management and monitoring by establishing processes to ensure that contract management is 
alerted of the need for contract modifications prior to FTC incurring cost. 

Management Response: 
Management concurs with the recommendation. FMO will be addressing internal controls over 
contract monitoring in two key ways: 

• Targeted Training -To strengthen internal controls in FY 2015, FMO will conduct 
targeted training for all Contracting Officer Representatives (CORs) on monitoring 
contract funding, monthly invoices, and burn-rate. This training will be in addition to the 
required annual training for all CORs. • 

• Replace Acquisition System - To address long-term needs for strengthened internal 
controls, FMO has received approval and funding to replace FTC's legacy acquisition 
system, Comprizon, with Oracle's Contract Lifecycle Management (CLM) system. CLM 
is fully integrated with FTC's current financial management system and the combination 
of full-integration with enhanced capabilities (e.g., alerts when contracts are expiring or 
funds near depletion) will enable FTC to better monitor contracts. FMO is currently 
working with the Interior Business Center (IBC) to finalize an inter-agency agreement to 
implement CLM. FMO plans to begin implementation in FY 2015. 

The Responsible Senior Official for this recommendation is Nancy Moreno, Assistant CFO for 
Acquisitions. The target completion date for addressing this recommendation is September 30, 
2015 (through targeted training). 

ML-14-3 Lodging Costs Exceeded Federal Travel Regulation (FfR) Lodging per Diem 
Allowance 

Recommendations: 
We recommend: 

I) FTC provide training and improve internal controls to ensure that FTR per diem rates 
are being followed when approving vendor invoices/or travel reimbursements. 

2) FTC bill the consultant for the overpayment amount. 

2 
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Management Response: 
Management concurs with the recommendation. FTC will address these recommendations as 
follows: 

I) Training and Improved Internal Controls - To strengthen internal controls in FY 2015, 
FTC will conduct targeted training to CORs on Federal Travel Regulation (FTR) rules for 
travel reimbursement to contractors. To address longer-term needs, FMO will 
incorporate a revised approval routing chain into the configuration of CLM. The current 
process requires a COR to approve invoices for payment. However, in CLM, FTC will 
require a Contracting Officer to approve invoices in addition to the COR. 

The Responsible Senior Official for this recommendation is Nancy Moreno, Assistant 
CFO for Acquisitions. The target completion date for addressing this recommendation is 
September 30, 2015 (through targeted training). 

2) Bill Consultant - FMO will bill the consultant to recoup the overpayment amount. 

The Responsible Senior Official for this recommendation is George Adam, Accounting 
Officer for Financial Operations. The target completion date for addressing this 
recommendation is September 30, 2015. 

ML-14-4 The Physical Access Plan is not Updated and Finalized 

Recommendations: 

1) We recommend that FTC update and finalize the Physical Access Control Plan for 
management review and approval and dissemination to FTC employees and contractors. 

2) We also recommend the Plan clearly state the purpose, scope, roles, responsibilities, 
management commitment, coordination among organizational entities, and compliance. 

Management Response: 
Management concurs with the recommendation. In December 2014, FTC updated the Physical 
Security section (Chapter 4, Section 800) of the FTC Administrative Manual. The FTC Security 
Office also updated its Physical Security Plan as of February 11, 2015. 

The Responsible Senior Official for this recommendation is Mark Oemler, Director, 
Administrative Services Office. Management considers this recommendation completed. 

ML-14-5 Accounts Receivable - Civil Monetary Penalties 

Recommendation: 
We recommend the FTC implement internal controls to ensure that accounts receivable civil 
monetary penalties are recorded within the quarter that the case is signed by the judge. 

Management Response: 
Management concurs with the recommendation. FMO, in collaboration with the Bureau of 
Consumer Protection (BCP), is reviewing its quarter-end procedures for recording receivables 
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and making improvements to ensure receivables are recorded within the quarter that cases are 
signed by a judge. 

The Responsible Senior Official for this recommendation is George Adam, Accounting Officer 
for Financial Operations. The target completion date for addressing this recommendation is 
September 30, 2015. 

ML-13-2 Liquidation of Obligations 

Recommendation: 
FTC should perform the following: 

1) Review and determine the validity of undelivered orders on a semi-annual basis. 

2) Develop policy requiring certification for all open obligation balances that are inactive 
for more than 12 months. 

Management Response: 
Management concurs with these recommendations. 

I) To address the validity of undelivered orders, FMO has dedicated contractor support 
working on contract close-out of inactive contracts. FMO made substantial progress 
during FY 2014 towards closing invalid undelivered orders from FY 2004 through 2007. 
In FY 2015, FMO has been focusing on determining the validity of undelivered orders 
from FY 2008 through 2011. 

The Responsible Senior Official for this recommendation is Nancy Moreno, Assistant 
CFO for Acquisitions. The target completion date for determining the validity of 
undelivered orders is June 30, 20 I 6. 

2) Policies and procedures on closing inactive and invalid contracts have been drafted and 
were reviewed with CORs during January 2015. 

The Responsible Senior Official for this recommendation is Nancy Moreno, Assistant 
CFO for Acquisitions. The target completion date for final Acquisition policies and 
procedures is September 30, 2016. 

ML-12-1 Capitalization Procedures Need Improvement 

Recommendation: 
FMO review and strengthen its capitalization policies and procedures to ensure that: 

1) Capitalization determinations are being made by individuals designated to do so; 

2) They are versed in capitalization standards; and 

3) They document their determinations. 
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Management Response: 
Management concurs with the recommendation. FMO has drafted a revision to its capitalization 
policy and is circulating the draft policy for comment. FMO is scheduling sessions with offices 
that purchase capital assets to educate them on capitalization standards and will be updating its 
processes to ensure capitalization determinations are made by individuals designated to do so. 

The Responsible Senior Official for this recommendation is Milissa Young-Loiselle, Assistant 
CFO, Financial Policy, Reports, and Controls. The target completion date for addressing this 
recommendation is April 30, 2015. 

cc: David B Robbins, Executive Director 
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