




















RAO's Year-End Budget Review of all Redress Cases Understated the Ordered Amount

Through the OIG review ofRAO's FY 2006 Aeeomplishment report, we determined that
several eases were listed with a judgment amount as "to be determined." Most of these eases
were eonsidered "to be determined" beeause the defendant had to liquidate assets and pay the
ageney the proeeeds from the sale. In many instances, the agency rcecives millions of dollars
upon liquidation of these assets.

However, RAO's aeeomplishment report does not reflect the value of assets, sueh as
homes, automobiles, boats, airplanes, etc, prior to being sold. These cases are reported as "to be
determined." These assets have an appraised value for tax purposes that RAO can use to provide
an estimate of the potential amount that can be recovered when sold. By not reporting the
appraised value, RAO reports do not show millions of dollars of accomplishment achieved by the
agency.

In FY 2006, the OIG recommended that RAO modify its accomplishment reports to
include the appraised value instead of "to be determined" to properly reflect the accomplishments
of the agency.

In FY 2007, RAO's accomplishment report was updated to include estimates of the
appraised value of assets on all judgments. FMO used this to properly reflect the judgment
receivable for the fiscal year.

The OIG considers this comment closed.

Current Year Findings

Closing Procedures Need Improvement

At fiscal year-end, FMO performs procedures to close the agency's general ledger for the
year and prepare financial statements. FMO closes their general ledger by the first week of
October. Historically after the general ledger is closed, it has been discovered that journal
adjustments to the general ledger are needed to properly reflect the financial statements of the
agency. These entries are tracked outside of the general ledger; however they are used to adjust
the general ledger to the audited financial statements. These adjustments have to be entered into
the general ledger in the subsequent fiseal year in order for beginning balances to be fairly stated.

During our current year audit we discovered that adjustments from fiscal year 2006's
preparation of the financial statements were not recorded in the general ledger during fiscal year
2007. Due to this fact, the OIG recommended an adjustment of approximately $400,000 to
reconcile cumulative results of operations as part of the fiscal year 2007 financial statement
preparation process.
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We reeommend that FMO establish policies and procedures to ensure that all journal
entries made as part of the prior year financial statement preparation process are properly
retlected in the current fiscal year records.

Status of Recommendations

The following tables show the status of the Federal Trade Commission's (FTC)
recommendations related to opportunities for improvements in FTC's internal control over
accounting and financial reporting. Tables I and 2 reflect the status of OIG recommendations as
of the end of the 2006 audit.? Table 3 shows the OIG recommendation from the current year's
audit.

As of November 2007, FTC had taken actions to elose 6 of the 8 open recommendations
from our audits of the agency's 2005 and 2006 financial statements.

Table 1: Recommendations from 2005 Audit
Status of

recommendations
Closed Open

I. Quality Assuranee Review of Finaneial Statements X

2. Parking Benefits Not Aecurately Reported on W-2s X

3. RAO's Year-End Budget Review of Redress Cases Was Ineomplete X

Table 2: Recommendations from 2006 Audit
Status of

reeommendations
Closed Open

4. Accuracy of Accounts Payable X

5. Overstatement of Undelivered Orders X

6. Performance Measures not Inelusive X

7. Reporting Requirements of Strategie Sourcing Not Met X

8. RAO's Year-End Budget Review of all Redress Cases Understated
X

the Ordered Amount

Table 3: Recommendation from 2007 Audit
Status of

recommendation
Closed Open

9. Closing Proeedures Need Improvement X

2 AR-07-00IA Financial Statement Auditfor Fiscal Year 2006, Follow Up ofPrior Year
Findings, Management Letter
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Comments from the Financial Management Office

To: John Sema~Inspector Genual

Frmn: Steven A. Fisher. Chief FinancwOfl'ker

Stlbj~f: RiOr~ to; Draft of FY 2007 Management Letter

We reviewed the draft report ofIGfiscal year (FY) 2007 Letter which
eccoeepemes the. Financial Statement ~>\uditreportfbr Fiscal Year 2007: O\R-OS-OO1),
I am pleased that the IG was able to dose SIX of e'lgITt open recomnseadaticns mat were
identified in previous audits. Regarding the two prior year de:tm: thaI: remain open:

\Ve agree that additional impllJ<,,/entents can be implemented relative to tbe
Fin:mcial Management Offices (EvfO) quality assurance review process of the
fimmci:Rl statements. We appreciate the eckacwledgeecenr ofour efforts to
im.prove the process \%i:tich address this fi.nding that was. originally reported in ¥'{
2003. As noted in the zeenagesueetIettes, in IT 2007 the F}A:O developed step­
by-step written procedures: for ccenpleting the cwnpilatiOll and. iesemal review of
the finat:u::ial statements. During FY 2008 and !:hereafter, the FMO will closely
monitor compliance Thiin its estahlished procedures to better ensure errors are
detected as part of the final quality assurance review.

Relative to the finding on the proper reporting ofparkmg benefits, we believe that
the-corrective actions implemented:in FY 2007 as described in the management
letter adequately address the concern ov-er accuracy of reporting parking benefits.
The Haman Resource Mana)i;muent Office eed FMO will continue to cLosely
moniiter the accurac'j'of~gparl:.iug benefits en employees' IRS funn"W-2.

In regards to the finding and new recommendation tber pertain to year-eed clos:ing
procedures, we generally concur. \l;1111e we nave Jilieady established detailed procedures
for finaeceal statentent: preparation and the year-end dnring processes, we concur that
such procedures should explicitly require the verificanon that any prim veer-end
adjustment'S (that were made suMequent to dcsing the geeeref Jedger but prior to i.ssuin.g
the financial statements) were: sub:requeutly posted to the core financial system and are
properly aecaenred for 'in the curresrr y'&1T compilation.

Thank you fur the opportunity to review and comment on the draft report.
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Comments from the Human Resources Management Office

UNITt'D STAIFS or AMERICA

FEDERAL TRADE COMMISSION
WASHIN(;TON. D c, 2i'~IW

'~_~:s'_,e'-

Human lt~>,.,urc·", Ma""gem",,' OlTlcc

January 22. 2008

MEMORANDUM

T():

FROM:

SUBJECT:

John Sccba

In~;o:~en4~
Karen Lcydori. Director
Human Resources Management Office

Response to Draft FY 2007 Management Letter

Thank you for the opportunity to review and comment on the section of the draft I'Y 2007
Management Letter regarding parking benefits, We are delighted that you noticed the
procedures put into place were designed to correctly calculate taxabtc parking benefits.
Additionally, we are pleased that you will consider the cornment closed once you confirm. the
taxable parking benefits arc correctly calculated on the 2007 W-2s.

Again, 'we appreciate the opportunity to cornment on this letter- If you have any questions
rdating to our response, please contact me at extension 3633.
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