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UNITED STATES OF AMERICA 

FEDERAL TRADE COMMISSION 
WASHfNGTON, D.C. 20580 

\ 
......... . ,,cr,o;:_,.,.,.11 

Office of Inspector General 

MEMORANDUM 

TO: 

FROM: 

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

Scott Wilson j _, / / 
Inspector General ~~ /(/ ~..,._,,) 

May 28, 2014 

SUBJECT: Transmittal of the Management Letter for the FY 2013 Financial Statement Audit 

On December 16, 2013, we transmitted to you the financial statement audit performed 
by the independent public accounting firm of Brown & Company CPAs, LLC. The auditors 
issued an unmodified (clean) opinion on the financial statements. 

When performing an audit of an agency's major financial systems and accounting 
processes, auditors often detect deficiencies in internal controls that do not rise to a level of 
seriousness to be reported in the auditor's opinion. These findings are communicated to the 
auditee in a management letter. This memo transmits a copy of the FY 2013 Financial 
Statement Management Letter that reports on such findings; this letter does not affect the 
unmodified opinion on the financial statements. 

The management letter contains five recommendations that warrant management' s 
consideration. These recommendations, all of which have been discussed with the 
appropriate members of management, are intended to improve the FTC's internal control or 
result in other operating efficiencies. Management generally concurred with the 
recommendations in the Management Letter. A copy of their response is attached. 

cc: Heather Hippsley, Chief of Staff 
David Robbins, Chief Executive Officer 
Pat Bak, Deputy Executive Officer 
Monique Fortenberry, Deputy Executive Officer 
Joe O'Leska, Deputy Chief Financial Officer 
Milissa Young-Loiselle, Acting Assistant CFO for Financial Policy, Reporting, and Controls 
Valerie Green, Deputy Performance Improvement Officer 
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BROWN & COMPANY CPAs, PLLC 
CERTIFIED PUBLIC ACCOUNTANTS AND MANAGEMENT CONSULTANTS 
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United States of America 
FEDERAL TRADE COMMISSION 

WASHINGTON, DC 20580 

Office of the Executive Director 

MEMORANDUM 

TO: 

FROM: 

Scott Wilson 
Inspector General 

David B Robbins 
Executive Directo__..c:..--c:,-.---

May 7, 2014 

SUBJECT: Management Response to the Draft FY 2013 Management Letter 

Management has reviewed the draft Management Letter, which accomparues the Financial 
Statement Audit report for Fiscal Year (FY) 2013 (AR 14-00lA). We are pleased that the Office 
oflnspector General (OIG) was able to close three of the ten open recommendations made in 
connection with prior audits. In general, we concur with recommendations contained in the draft 
letter. The following is Management's response to the draft open recommendations resulting 
from the FY 2013 audit and the remaining open recommendations from the FY 2012 audit. 

Federal Acquisition Regulation (FAR) Compliance Should Be Strengthened (ML-13-1) 
Management concurs with the recommendation. Dr. John Isgrigg III, Assistant CFO for 
Acquisitions in the Financial Management Office (FMO), is the Responsible Senior Official. 
FMO has implemented procedures to ensure new contract files are complete. FMO has 
developed revised contract file procedures, developed a contract file checklist to standardize 
documentation of contract files and is implementing a quality assurance/quality control process 
over contract files, with a target completion date of July 31, 2014. Once this milestone is 
achieved, FMO will initiate a review of all open contract files to ensure they are complete, and 
that they include a comprehensive justification supporting the award, in accordance with federal 
guidelines. 

Liquidation of Obligations (ML-13-2) 
Management concurs with the recommendation. Dr. John Isgrigg III, Assistant CFO for 
Acquisitions in FMO is the Responsible Senior Official. FMO has retained dedicated contractor 
support responsible for contract closeout activities. FMO will develop and implement policies 
and procedures that will standardize the certification process and provide guidance on closing 
inactive and invalid contracts, as necessary, with a target completion date of July 31, 2014. Once 
this milestone is achieved, FMO will implement a process to review and determine the validity 
of undelivered orders, open obligations that have been inactive for more than 12 months and to 
identify and close completed contracts, in accordance with regulatory guidelines. 
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Redress Accounts Receivable (AR) - Collections (ML-13-3) 
Management concurs with the recommendation. George Adam, Accounting Officer for 
Financial Operations in FMO is the Responsible Senior Official. FMO will perform a monthly 
reconciliation between the collections reported on the Redress sub-ledger and the Redress 
Accounts Receivable summary schedule. The target completion date for implementing the 
monthly reconciliation process is June 30, 2014. 

Complementary Client Controls for !BC OFF <ML-13-4) 
Management concurs with the recommendation. Milissa Young-Loiselle, Assistant CFO for 
Business Integration in FMO, is the Responsible Senior Official. FMO has documented the 
existing Oracle Federal Financials (OFF) system complimentary client controls, and submitted 
them to the Office of the Chief Information Officer's (OCIO's) Information Assurance Branch 
for review on April 18, 2014. FMO will continue to evaluate and develop recommendations, 
policies, procedures and formal documentation, as necessary, to ensure that complementary 
client controls are designed, implemented and operating effectively. 

Complementary Client Controls for !BC FPPS <ML-13-5) 
Mimagement concurs with the recommendation. Karen Leydon, Chief Human Capital Officer in 
the Human Capital Management Office (HCMO) is the Responsible Senior Official. HCMO is 
documenting the existing Federal Personnel and Payroll System (FPPS) complimentary client 
controls and will submit them to the OCIO's Information Assurance Branch for review by May 
30, 2014. The target date for HCMO to complete a draft System Security Plan (SSP) and submit 
it to OCIO for review is June 15, 2014. 

Capitalization Procedures Need Improvement (ML-12-1} 
Management concurs with the recommendation. Milissa Young-Loiselle, Assistant CFO for 
Business Integration in FMO, is the Responsible Senior Official. FMO has completed its 
research regarding Federal capitalization policy and standards and has identified roles and 
responsibilities of the parties involved with the overall goal of strengthening policies, 
procedures and controls over the process. The next step in FMO' s action plan is to develop and 
issue enhanced capitalization policies and procedures, with a target date of September 15, 2014. 
Once this milestone is achieved, FMO will develop and deliver training to key stakeholders to 
ensure that they are well-versed in the capitalization standards and the requirement to document 
their determinations. 

Recording of Obligations Needs Improvement <ML-12-3) 
Management concurs with the recommendation. Dr. John Isgrigg III, Assistant CFO for 
Acquisitions in FMO is the Responsible Senior Official. FMO has implemented a revised 
Contract Line Item Numbering (CLIN) structure based on a government-wide standard and 
conducted CLIN structure training for Contracting Officer's Representatives (CORs). The next 
step in FMO's action plan is to develop a crosswalk between the FTC CLIN structure and the 
Interior Business Center (!BC) CLIN structure. This crosswalk will be provided to CORs, with 
appropriate training and reference tools, to assist them in reviewing their contract line items in 
the financial system, with a target completion date of July 30, 2014. 

2 
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Closing Procedure Should be Improved (ML.12-5) 
Management concurs with the recommendation. George Adam, Accounting Officer for 
Financial Operations in FMO, is the Responsible Senior Official. FMO developed a 
comprehensive tracking sheet to address closing procedures and held weekly meetings with 
stakeholders and IBC to coordinate FY 2013 end-of-year closing activities. FMO also 
identified and corrected all of the "manual" entries that cause discrepancies between the general 
and subsidiary ledgers for undelivered orders. FMO is currently conducting meetings with key 
internal stakeholders to identify procedures and improvements to streamline the year-end close 
process. The next step in FMO's action plan is to share FMO's recommended improvements 
with the OIG, with a target completion date of June 15, 2014. Once thls milestone is achieved, 
FMO will incorporate recommended best practices into revised closing procedures for 
FY2014. 

Thank you for the opportunity to provide input to the draft FY 2013 Management Letter. 
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