




































































FEDERAL TRADE COMMISSION
Notes to the Financial Statements

For the Years Ended September 30, 2006 and 2005

(h) Contractor Fees Net ofInterest Earned

Collections against monetary judgments are often deposited with one of the agency's two
redress eontractors until distributions to consumers occur. Funds are deposited in interest­
bearing accounts, and the interest earnings are used to fund administrative expenses.
Contractor expenses for the administration of redress aetivities and funds management
amounted to $2.5 million and 86.8 million during the years ended September 30, 2006 and
2005, respectively. Interest earned was $1.6 million and 8.5 million during fiscal years 2006
and 2005, respectively, with the difference of $.9 million and $6.3 million representing net
expense.

(i) Change in Liability Accounts

Liability accounts contain funds that are in the custody of the agency or its agents, and are
owed to others (consumers, receivers for fees, and/or the Department of Justice). See Exhibit
B for the computation of liability aceount changes.

(j) Current Year Judgments

A judgment is a formal decision handed down by a court. Redress judgments include
amounts that defendants have agreed, or are ordered to pay, for the purpose of making
restitution to consumers deemed to have been harmed by the actions of the defendanus) in
the case. For purposes of presentation in Exhibit A, redress judgments include cases in
which the FTC, or one of its agents, is directly involved in the collection or distribution of
consumer redress. In fiscal years 2006 and 2005 the agency obtained and reported in Exhibit
A monetary redress judgments against defendants totaling $315.2 million and $835.0
million, respectively.

The FTC does not ine1ude in the presentation of Exhibit A current redress judgment cases in
which the FTC, or one of its agents, is not directly involved with the collection or
distribution of consumer redress. These are cases in which the defendant, or other third
party, has been ordered to pay redress directly to the consumers. In most of these cases, the
judgment has ordered redress in the form of refunds or credits.

The agency also obtained civil penalty judgments of 827.3 and $6.6 million in fiscal years
2006 and 2005, respectively.

(k) Treasury Referrals and Prior Year Recoveries

Monetary judgments six months or more past due are referred to the Department of Treasury
for follow-up collection efforts in keeping with the Debt Collection Improvement Act of
1996 (DCIA). Treasury's Debt Management Services (OMS) administers the program, and
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FEDERAL TRADE COMMISSION
Notes to the Financial Statements

For the Years Ended September 30, 2006 and 2005

deducts 18 percent from amounts ultimately collected for its fee. Collections, net of fees, are
returned to the FTC for distribution to either consumers, in the form of redress, or to the
general fund of the Treasury as disgorged amounts. In fiscal years 2006 and 2005, $.9
million and $1.5 million (net offees) were collected by OMS based on FTC referrals and are
reported as collections on the Statements of Custodial Activity. The FTC refers to OMS only
those cases as defined in DCIA. This excludes cases that are in receivership, or bankruptcy
or foreign debt. During 2006 and 2005, $176.7 and $104.6 million were referred to the OMS
for collection.

Prior year recoveries include amounts collected on cases that were written off in a previous
year. In fiscal years 2006 and 2005, $1.7 million and $2.9 million were collected.

(I) Adjustments to the Allowance

Adjustments to the allowance for redress, totaling $233.1 million, represent adjustments to
the provision for uncollectible amounts. Adjustments to the allowance for eivil penalty,
totaling $147,800, represent adjustments to the provision for uncollectible amounts.

NOTE 17 - UNDELIVERED ORDERS AT THE END OF THE PERIOD

The amount ofbudgetary resources obligated for undelivered orders at the end of September
30,2006 and 2005 is $33.2 and $32.5 million, respectively.
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FEDERAL TRADE COMMISSION
SUPPLEMENTARY INFORMAnON

For the Years Ending September 30, 2006 and 2005
(Dollars in thousands)

Intragovemmental Assets:
Fund Balance with Treasury Accounts Total Total

Tradir:HLPartner AgencY: Entlll-- Non-Entity Recelvabfe 2006 2005

U.s. Department of Treasury $ 57,925 $ 12,214 $ $ 70,139 $ 78,213
Agency for International Development 46 46 33
Other Government Agencies 9 9 54

Totallntragovemmental Assets ~- 5:7,925 $ 12,214 $ 55 $ 70,194 $ 78,300

Intragovemmental liabilities:
Accrued Accounts Total Total

Trading Partner Agency: BenefItS ~able NA 2006 2005

Covered by Budgetary Resources:

General Services Administration $ $ 694 $ $ 694 $ 416
Government Printing Ofice 603 603 1,274
Homeland Security 401 401 100
Department of Justice 253 253
U.S. Postal Inspection Service 114 114 125
U.S. Department of Treasury 198 94 292 256
Office of Personnel Management 602 37 639 593
Department of Transportation 17 17 416
Department of labor 4

Total Covered by Budgetary Resources $ 800 $ 2,213 $ $ 3,013 $ 3,184

Not Covered by Budgetary Resources:

Department of Justice $ $ 10,441 $ $ 10,441 $ 9,389
Department of labor 2,400 2,400 2,388
U.S. Department of Treasury 6,455 6,455 332

Total Not Covered by Budgetary Resources s $ 19,296 $ $ 19,296 $ 12,109



FEDERAL TRADE COMMISSION
Supplementary Information

For the Years Ending September 30,2006 and 2005
(Dollars in thousands)

Exchange Revenue from Reimbursable Agreements

Trading Partner: 2006 2005

U.S. Agency for International Development $ 592 $ 332
U.S. Department of State 120 401
Federal Mine Safety & Health Review Commission 40 38
Medicare Payment Advisory Commission/GSA 20 19
U.S. Postal Inspection Service 20 17
Department of Commerce 9 4
Securities and Exchange Commission 8 21
Board of Governors of the Federal Reserve System 8 21
Federal Deposit Insurance Corp. 8 21
Office of the Comptroller of the Currency 8 21
National Credit Union Admin 1 15
Department of Justice 42
U.S. Trade and Development Agency 29
Total Exchange Revenue from Reimbursable Agreements $ 834 $ 981

Related Costs:

BUdget Function Ctassification: 2006 2005

Other Advancement of Commerce $ 834 $ 981

Total Related Costs $ 834 $ 981



FEDERAL TRADE COMMISSION
Supplementary Information

For the Years Ending September 30,2006 and 2005
(Dollars in thousands)

Intragovernmental Expenses:

Trading Partner: 2006 2005

Office of Personnel Management $ 22,268 $ 21,109
General Services Administration 18,389 18,422
Social Security Administration 5,591 5,254
Government Printing Office 1,762 2,270
Department of Homeland Security 1,655 1,038
Department of the Interior 872 865
Department of Transportation 722 709
Department of Justice 646 53
Department of Labor 378 265
Department of Health and Human Services 226 229
National Archives and Records Administration 47 46
Department of State 26 64
Library of Congress 10
Department of Commerce 9 4
U.S. Environmental Protection Agency 2 185
United States Postal Service 1 247
U.S. Department of Treasury (5) 14
Totallntragovernmental Expenses $ 52,599 $ 50,774

Mission:

Maintaining Competition $ 22,355 $ 21,833
Consumer Protection 30,244 28,941

Totallntragovernmental Expenses $ 52,599 $ 50,774



FEDERAL TRADE COMMISSION
Notes to the Statements of Custodial Activity

Accrual Adjustments
September 30, 2006 and 2005

(Dollars in thousands)

Exhibit A

,-- -CP Mission 2006 2005
Part 1 Civil Penal.!L- Redress Subtotal CP Total Total-
JUdgments Receivable - Net Beginning $ 332 $ 84,023 $ 54,355 $ 54,355 $ 62,879

Add:

Current Year Judgments (Note 16i) 27,360 315,195 342,555 342,555 841,649
Prior Year Recoveries (Note 16k) 1,719 1,719 1,719 2,921

Less:

Collections by FTC/Contractors Receivers (20,458) (37,283) (57,741) (57,741) (68,660)
Collections by DOJ for Litigation Fees/Other (631) (631) (631) (199)

Less:

Adjustments to Allowance (Note 161) (148) (233,141) (233,289) - (233,289) (754,235)

JUdgments Recetvable • Net, Ending $ 6,455 $ 130,513 $ 136,968 $ 136,968 $ 84,355

Part 2

Judgments Receivable - Net Ending $ 6,455 $ 130,513 $ 136,968 $ 136,968 $ 84,355
Judgments Receivable - Net Beginning 332 84,023 54,355 54,355 62,879

Accrual Adjustment $ 6,123 $ 46,490 $ 52,613 $ 52,613 $ 21,476



FEDERAL TRADE COMMISSION
Notes to the Statements 01Custodial Activity

Change in Liability
September 30, 2006 and 2005

{Dollars in thousands}

Exbibit B

MCMissioD CPMission
Pre-Merger Divestiture Civil Penalty Subtotal MC Civil Penalty Redress Subtotal··CP Total-

Liabilities @ 09/30106 s 10,441 $ 43,054 s s 53,495 $ 6,455 s 189,780 s 196,235 $ 249,730

Liabilities @ 09/30/05 9,389 42,084 51,473 332 131,660 131,992 183,465

Change in Liability Accounts s 1,052 970 · s 2,022 $ 6,123 $ 58,120 $ 64,243 $ 66,265

Me Mission CPMissioD
Pre-Merger Divestiture Civil Penalty SubtotalMC Civil Penalty Redress Subtotal..CP Total

Liabilities @ 09/30/05 $ 9,389 $ 42,084 $ · s 51,473 $ 332 $ 131,660 $ 131,992 $ 183,465

Liabilities @09/30/04 6,530 41,376 · 47,906 985 145,008 145,993 193,899

Change in Liability Accounts $ 2,859 $ 708 $ · $ 3,567 $ (653) $ (13,348) .s (14,001) s (10,434)


