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About This Report

his Summary of Performance and Financial Information Report summarizes
the Federal Trade Commission’s (FT'C) Fiscal Year (FY) 2009 Performance
and Accountability Report (PAR) and is intended for a general audience of
consumers, businesses, and other stakeholders. This report provides readers
with an understanding of the FTC’s mission, programs, performance results,
and financial highlights for the year. For more detailed information see the
complete PAR, available at http://www.ftc.gov/opp/gpra/2009parreport.pdf.
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Jon Leibowitz

Message From
the Chairman

Chairman

It is my pleasure to present this summary of the Federal Trade Commission
(FTC) Performance and Accountability Report (PAR) for Fiscal Year

(FY) 2009. This booklet shows the results of the agency’s strong program
performance and sound financial management over the past year, and
affords us the opportunity to show the American taxpayers how the FTC
benefits consumers in broad sectors of the economy. The entire FTC PAR

can be accessed at http://www.ftc.gov/opp/gpra/2009parreport.pdf.

The FTC has two critical goals: protecting consumers and maintaining
competition. Although these goals remain steady, our agency also
works to respond nimbly as we navigate a dynamic marketplace,
rapidly changing technology, and increasing globalization.

In these difficult economic times, protecting consumers and promoting
competition are more important than ever. Through the efforts of our
dedicated staff, the FTC has responded to the changing needs of American
consumers, warning consumers about economic stimulus scams and
initiating a crackdown on frauds fueled by the recession, including numerous
foreclosure rescue schemes. We have joined with our federal, state, and
local law enforcement partners to coordinate law enforcement and outreach
efforts for consumers in financial distress. Further, the FTC has given
priority to addressing consumer privacy, including: online behavioral
advertising; technology abuses; identity theft and data security; and “Do
Not Call” violations. The FTC also has focused on deceptive marketing

of health products, “green” marketing, and marketing to children.
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In these difficult times, protecting consumers
and promoting competition are more important
than ever. Through the efforts of our dedicated
staff, the FTC has responded expeditiously to

the changing needs of American consumers.

To maintain competition, the FTC actively enforces the antitrust laws in a
range of industries of critical importance to American consumers, including
healthcare and pharmaceuticals, technology, energy, real estate, and retail.
For example, in an effort to control health care costs, one priority is attacking
collusive “pay-for-delay” settlements in the pharmaceutical industry that delay
the introduction of generic drugs and cost consumers and the government
billions of dollars each year. The agency also continues to pursue law
enforcement actions against anticompetitive mergers and business conduct.
We vigorously monitor and enforce compliance with consent orders as well

as with the reporting obligations under the Hart-Scott-Rodino (HSR) Act.

An essential element of the FTC’s success is sound financial management.
The FY 2009 independent financial audit resulted in the FTC’s 13th
consecutive unqualified opinion, the highest audit opinion available.

See http://www.ftc.gov/opp/gpra/2009parreport.pdf#page=85

for a complete report on the FTC’s financial information.

Together with my fellow Commissioners, we will work with the FTC’s
talented and dedicated staff, stakeholders, and our law enforcement partners
as we pursue our critical consumer protection and competition missions

in the face of the challenges brought by today’s tumultuous economy.

Oty

Jon Leibowitz
February 1, 2010
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The FTC: For The Consumer
What We Do

he FTC’s mission aims to prevent business practices that are

anticompetitive, deceptive, or unfair to consumers and enhance
informed consumer choice and public understanding of the competitive
process, without standing in the way of legitimate business activity.

The agency’s two strategic goals, Protect Consumers and Maintain Competition,
form the core of this mission. Each goal has four objectives and related strategies:

* Identify illegal practices
* Stop illegal practices through law enforcement
* Prevent consumer injury through education of consumers and businesses

* Enhance consumer welfare through research, reports,
advocacy, and international cooperation and exchange.

FTC At-A-Glance

e Consumers are affected every day by the FTC’s activities. For example,
consumers receive fewer telemarketing calls, obtain free credit reports, receive
less spam, receive identity theft victim assistance, access truthful information
about health and weightloss products, pay lower prescription drug prices
thanks to the availability of generic drugs, and enjoy competitive prices
for goods as a result of merger reviews and actions taken by the FTC.

e The agency manages the National Do Not Call (DNC) Registry, which gives
consumers the opportunity to limit telemarketing calls. At the end of the fiscal
year, there were more than 191 million active registrations on the DNC Registry.

e Over the past three years, the FTC has saved consumers over
$1.4 billion in economic injury by stopping illegal practices. The FTC’s
jurisdiction ranges from misleading health claims and deceptive lending

practices to weight-loss schemes and business opportunity fraud.
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* In FY 2009, the FTC took action against mergers likely to harm competition
in markets with a total of $22.3 billion in sales. The agency’s efforts to maintain
aggressive competition among sellers benefit consumers through lower prices,
higher quality products and services, additional choice, and greater innovation.

¢ The FTC shares the more than 12.1 million fraud, identity theft, financial,
and DNC Registry complaints it has collected during the past five years with
more than 1,700 other law enforcement agencies across the United States,

Canada, and Australia via the secure Consumer Sentinel Network website.

Who We Are
The FTC’s headquarters is in Washington, DC and the agency

also maintains seven local offices in regions across the United
States. Regional telephone numbers can be found in the
“Additional Information” section at the end of this report.

Northeast

(includes Puerto Rico
and U.S. Virgin Islands)

'« Seattle, WA

Northwest

(includes Alaska) Midwest

Chicago, IL®

Western
(includes Hawaii) East central

San Francisco, CA Washington, DC
(Headquarters)

Rl Southwest Southeast
Atlanta, GA

-
Dallas, TX
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The FTC’s workforce is its greatest asset. The agency’s workforce
consists of over 1,100 civil service employees dedicated to
addressing the major concerns of American consumers. The

chart below shows workforce composition by category.

FTCS WORKFORCE COMPOSITION

2005 2006 2007 2008 2009
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FTC History and Laws

The FTC had its genesis in
the Supreme Court’s 1911
decision in the Standard
Oil case (Standard Oil
Co.v.US.,221US.1
(1911)). In the aftermath
of that decision, Congress
determined to create an
administrative agency
that would be directed to
prevent “unfair methods
of competition;” to give

definition to that general

prohibition; and to use a
number of quasi-judicial powers to enforce that prohibition. The
FTC Act was later amended to prohibit unfair or deceptive acts

or practices. Since its creation in 1914, Congress has substantially
increased the FTC’s enforcement responsibilities with respect to both
of its goals, protecting consumers and maintaining competition. The
FTC currently has enforcement and administrative responsibilities
under 46 laws. For a description and further information on each

law see http://www.ftc.gov/ogc/stats.shtm.
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Our Agency Challenges

The FTC stands prepared to face the challenges of today’s economy as a
champion for consumers and competition. As a law enforcement agency
with a broad mandate, many of the FTC’s challenges are defined by
marketplace conditions and thus are constantly evolving. A synopsis of
the significant mission challenges identified by agency management is
presented below. The full descriptions of these and other challenges are
available at http://www.ftc.gov/opp/gpra/2009parreport.pdf#page=25.

Goal 1: Protect Consumers

Under the Consumer Protection goal, the FT'C will continue to give priority
to addressing the challenges of protecting consumers in the financial services
marketplace and protecting consumer privacy. In addition, the FTC will
continue to work to protect vulnerable and underserved Americans from
fraud, stop health fraud, evaluate “green” marketing claims, address issues
related to marketing to children, and build international partnerships.

Challenge: Protecting Consumers in the Financial Services Marketplace.
Financial services play an important role in the daily lives of virtually all
Americans. The FTC targets illegal practices in the financial services arena,
especially schemes directed at financially distressed consumers, including:
unfair, deceptive, or otherwise unlawful mortgage lending and credit

offers; unlawful practices in servicing mortgages; foreclosure “rescue” and
loan modification scams; bogus debt relief and credit “repair” services; and
unlawful debt collection. These practices can have severe consequences for
consumers, including unanticipated high-cost mortgages and fees, ruined
credit histories, loss of their homes, and unwarranted fears of arrest and
incarceration for failure to pay on time. The FTC will continue to respond

to growing challenges in the financial services arena. As consumer debt levels
continue to rise, the FTC has received more complaints about debt collection,
and the agency is aggressively pursuing law enforcement work in this industry.
Further, the FTC has initiated three rulemaking proceedings in this area.

Challenge: Protecting Consumer Privacy. The FTC will continue to take a
leading role in efforts to protect consumers from unfair, deceptive, or other
illegal practices related to their privacy. (Continued on page 10)
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“Operation Short Change”—The FTC Cracks Down on
Scammers Trying to Take Advantage of the Economic Downturn

“Operation Short
Change,” is the FTC’s
law enforcement
crackdown on
scammers trying to
take advantage of the
economic downturn

to bilk vulnerable

consumers through a
variety of schemes, such as promising non-existent jobs; promoting
overhyped get-rich-quick plans, bogus government grants, and
phony debt-reduction services; or putting unauthorized charges on
consumers credit or debit cards. The law enforcement sweep includes
15 FTC cases, 44 law enforcement actions by the Department of
Justice, and actions by at least 13 states and the District of Columbia.

“Rising unemployment, shrinking credit, record-setting foreclosures, and
disappearing retirement accounts are causing consumers tremendous
anxiety about making ends meet. But to con artists, today’s challenging
economy presents just another opportunity to play on consumers’ worry
and bilk them out of money. Thousands of people have been swindled
out of millions of dollars by scammers who are exploiting the economic
downturn; their scams may promise job placement, access to free
government grant money, or the chance to work at home. In fact, the
scams have one thing in common—they raise people’s hopes and then
drive them deeper into a hole.”

—David Vladeck, Director of the FTC’s Bureau of Consumer Protection

To help consumers understand how easy it is to be conned—and how
to avoid fraud—the FTC produced a new consumer education video
featuring a former scammer who hawked phony business opportunities

and ultimately served prison time for deceiving investors. To view the

video, go to UlI0MIwww.ftc.gov or DII0IIIwww.youtube.com/ftcvideos.



http://www.ftc.gov
http://www.youtube.com/ftcvideos
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The agency will continue to bring law enforcement actions against companies
that have misrepresented their policies about the use of personal information
they collect from consumers or failed to take appropriate steps to protect
sensitive personal information. In addition to its enforcement efforts, the
FTC will address the complex privacy and data security issues that may be
associated with the use of online behavioral advertising and other media
through workshops, testimony, reports, and consumer and business education.
In December 2009, the FTC will host the first of a series of public roundtable
discussions to explore the privacy challenges posed by the vast array of 21st-
century technology and business practices that collect and use consumer
data. The FTC will also protect consumers from unwanted telemarketing
calls. The agency’s DNC Registry makes it easier and more efficient for
consumers to stop unwanted telemarketing calls. There are now more than
191 million active registrations on the Registry. The FTC’s challenge is

to ensure that consumers who register their numbers are protected from
receiving unwanted telemarketing calls and prerecorded calls (“robo calls”).
Though most entities covered by the DNC Rule comply, the FTC received
more than 1.8 million consumer DNC Registry complaints in FY 2009.

Goal 2: Maintain Competition

Under the Maintaining Competition goal, the FTC will continue to

give priority to the challenges of promoting competition and preventing
anticompetitive activity in the health care and pharmaceutical industries,
high technology sectors, and energy industries. The agency will also work on
promoting sound competition policy at the international level and advocating
for competition before the U.S. courts, legislatures, and government agencies.

Challenge: Promoting Competition and Preventing Anticompetitive
Activity in the Health Care and Pharmaceutical Industries. The rapidly
rising cost of health care is a matter of concern for consumers, employers,
insurers, and the nation as a whole. Health-related products and services
continue to account for an increasingly significant share of gross domestic
product. Agreements between branded and generic drug manufacturers to
delay generic entry continue to pose a significant threat to competition by
depriving consumers of low-cost generic drugs. FTC economists estimate
that these anticompetitive deals, unless stopped, will cost consumers $35
billion over the next ten years. When appropriate, the FTC investigates and
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challenges patent settlements between brand and generic companies and
supports legislation to eliminate this problem. The agency also addresses
rising prescription drug prices by monitoring pharmaceutical and medical
device company mergers. In addition, the FTC stops anticompetitive
agreements between physicians and hospital service organizations and
monitors hospital and other mergers that may raise the cost of health care.

Challenge: Promoting Competition and Preventing Anticompetitive Business
Practices in High Technology Sectors. The growing importance of technology
is a crucial marketplace challenge that is placing greater demands on antitrust
enforcement. The FTC’s antitrust investigations increasingly involve high-
technology sectors of the economy, such as information technology, Internet
technology, consumer electronics, and computer hardware and software
products. Through the review of Hart-Scott-Rodino (HSR) merger filings and
other transactions, the FTC endeavors to take action against those mergers that
are likely to reduce or eliminate competition in the high technology sector by
increasing prices and reducing the quality and choice of goods and services.
Furthermore, issues in antitrust matters increasingly intersect with intellectual
property concerns, raising difficult questions about how to harmonize these
two bodies of law, both of which have a goal of promoting innovation.

Challenge: Promoting Competition and Preventing Anticompetitive
Activity in Energy Industries. The price of gasoline and other energy sources
continues to be a great concern for consumers, businesses, and governments.
The agency meets this challenge by closely monitoring gasoline markets

and moving quickly to address any anticompetitive merger or nonmerger
activity. In enforcing the antitrust laws, the FTC continuously examines
price movements and other activity through its Gasoline and Diesel Price
Monitoring Project to identify any conduct that may not reflect purely
competitive decisions based on the forces of supply and demand. In August
2009, exercising the authority provided by Congress under the Energy
Independence and Security Act of 2007, the Commission issued a Final
Rule that will prohibit market manipulation in the petroleum industry.

FISCAL YEAR
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Stopping “Pay-for-Delay” Settlements

Would Yield Consumer Savings

. ‘\t\:‘“ \ s

MY

An internal FTC analysis projects that stopping collusive “pay-for-

delay” settlements between brand and generic pharmaceutical firms
would save consumers $3.5 billion a year and also reap significant
savings for the federal government, which pays approximately

U000third of all prescription drug costs. To learn more, visit

000000000O0I0o000opa/2009/06/ capspeech.shtm.

“...the decision about whether to restrict pay-for-delay settlements
should be simple... On the one hand, you have savings to American
consumers....and the prospect of helping to pay for health care reform as
well as the ability to set a clear national standard to stop anticompetitive
conduct. On the other hand, you have a permissive legal regime that

allows competitors to make collusive deals on the backs of consumers.”

—FTC Chairman Jon Leibowitz
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How We Performed

Our Strategy

he FTC’s work is structured around two strategic goals and

eight objectives. Performance measures and associated targets

are used to gauge the FTC’s success for each objective.

e Performance framework’s complete details:

http://www.ftc.gov/opp/gpra/2009parreport.pdf#page=17

e The FTC’s FY 2006-2011 Strategic Plan:
http://www.ftc.gov/iopp/gpra/spfy06fyll.pdf

¢ The FTC’s Performance Plan:
heep://www.fte.gov/opp/gpra/2010_performance plan.pdf
¢ The FTC’s Congressional Budget Justification:
heep://www.fte.gov/fic/oed/fmo/budgetsummary09.pdf

The table below shows how the FTC’s two strategic goals and

related objectives align with the agency’s primary organizations.

(The complete FTC organizational chart is available at

http://www.ftc.gov/opp/gpra/2009parreport.pdf#page=15.)

Objectives

Organizations

Goal 1: Protect Consumers
Prevent fraud, deception, and unfair
business practices in the marketplace

Gross Costs $147 million
Less: Earned Revenue ($16 million)
Net Costs $131 million

Goal 2: Maintain Competition
Prevent anticompetitive mergers
and other anticompetitive business
practices in the marketplace

Gross Costs $110 million
Less: Earned Revenue ($42 million)
Net Costs $68 million

1.1 Identify fraud, deception,
and unfair practices that cause
the greatest consumer injury

1.2 Stop fraud, deception, unfairness,
and other unlawful practices
through law enforcement

1.3 Prevent consumer injury
through education

1.4 Enhance consumer welfare through
research, reports, advocacy, and
international cooperation and exchange

2.1 Identify anticompetitive
mergers and practices that cause
the greatest consumer injury

2.2 Stop anticompetitive
mergers and business practices
through law enforcement

2.3 Prevent consumer injury
through education

2.4 Enhance consumer welfare through
research, reports, advocacy, and
international cooperation and exchange

Bureau of Consumer Protection

Bureau of Competition

Bureau of Economics

Regions and Offices
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Our Performance Results
f the 33 measures the FTC uses to assess program performance,
11 are considered “key” measures. These key measures best
indicate whether agency activities are achieving the desired outcomes
for each objective based on an established performance target.

This section summarizes actual FY 2009 performance against established
targets for the FTC’s key performance measures and provides real-

world examples of each as a related highlight. This section also includes
actual results from the past two fiscal years. The full list of the FTC’s
performance measures for FY 2009 targeted and actual performance is
available at htep://www.ftc.gov/opp/gpra/2009parreport.pdf#page=45.

Strategic Goal 1: Protect Consumers

Objective 1.1 Identify Fraud, Deception, and Unfair Practices That Cause the

Greatest Consumer Injury

1.1.2 The percentage of the agency’s consumer protection law enforcement actions that are
responsive to consumer complaint information gathered by the agency.

v Target was met or exceeded 100%
PERFORMANCE HIGHLIGHTS In o S5
July 2009, the FTC announced a law 0% 76% 71% =
enforcement crackdown, responsive to the ~ 70% 65%
consumer complaint information gathered  ¢0%
by the agency, on scammers trying to take  s0%
advantage of the economic downturn 40%
to bilk vulnerable consumers through a 30%
variety of schemes. Dubbed "“Operation 20%
Short Change,” the sweep included [5 o
FTC cases, 44 law enforcement actions .
by the Department of Justice, and actions FYo7 FY08 FY09 FY09
Actual Actual Target Actual

by at least |3 states and the District of
Columbia. In eight of the cases announced,
the FTC alleged that the practices of John Beck/Mentoring of America, Wagner
Ramos Borges, Grants For You Now, Cash Grant Institute, Mutual Consolidated
Savings, Google Money Tree, Penbrook Productions, and Classic Closeouts were
unfair or deceptive. In some of the cases, the agency also charged the defendants with
making illegal electronic funds transfers or violating the Telemarketing Sales Rule.
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AnnualCreditReport.com—The ONLY Authorized Source
to Get a Free Annual Credit Report

Anyone can write a catchy jingle, but only AnnualCreditReport.com
provides consumers with a truly free credit report.

AnnualCreditReport.com requires no hidden fees or trial memberships.

The Fair Credit Reporting Act guarantees consumers access to a free
credit report from each of the three nationwide reporting agencies—
Experian, Equifax, and TransUnion—every twelve months. The FTC
has received complaints from consumers who thought they were
ordering their free annual credit report, but instead paid hidden fees or
agreed to unwanted services.

The FTC urges consumers to not be fooled by TV ads, email offers, or

online search results. To learn more, visit http://www.ftc.gov/freereports

or http://www.annualcreditreport.com.

FISCAL YEAR
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Objective 1.2 Stop Fraud, Deception, Unfairness, and Other Unlawful Practices

Through Law Enforcement

1.2.1 Save consumers money each year through law enforcement.

v Target was met or exceeded
and the FTC is on track to s
meet the five-year target $519

Dollars in Millions

$505

PERFORMANCE HIGHLIGHTS ~ *” 3474
In FY 2009, the FTC continued to $400 $400
combat the deceptive marketing
of health products, particularly o
products making disease prevention 200
or weight loss claims. In January
2009, the agency charged the o
Xacta 3000, Inc., marketers of 50
FY07 FY09

Kinoki Foot Pads, with deceptive
advertising, including claims that
use of the foot pads would remove toxins from the body; treat high blood pressure,
depression, and a host of other medical conditions. In March 2009, Roex, Inc,, a
marketer of dietary supplements and health-related devices, agreed to settle FTC
charges that they deceptively claimed their products treated, reduced the risk of, or
prevented a wide variety of serious diseases and medical conditions, including cancer,
HIV/AIDS, diabetes, strokes and heart attacks, Alzheimer's disease, Parkinson'’s disease,
arthritis, multiple sclerosis and other autoimmune diseases, ulcers, herpes, asthma, and
glaucoma. In April 2009, the FTC charged Nutraceuticals International, LLC and Stella
Labs, LLC, the suppliers of supposed Hoodia gordonii with deceptive advertising for
claiming that using their product would lead to weight loss and appetite suppression.

In these three cases alone, the FTC saved consumers an estimated $46.5 million.

FY08 FY09
Actual Acrtual Target Actuial
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Objective 1.3 Prevent Consumer Injury Through Education

1.3.4 Track (a) the number of times print media publish articles that refer to the FTC
consumer protection activities and (b) the circulation of media that publish those articles.

X Target was not met

PERFORMANCE HIGHLIGHTS In s 3066 3100
Articles rticles 2750

September 2009, the FTC announced 3000 Articles 2484
two new law enforcement actions in 2500 Articles
a continuing crackdown on mortgage

a . 2000
foreclosure rescue and loan modification
scams, bringing to 22 the number of these 5%
cases the agency has filed since the housing 1000
crisis began. Many news outlets ran stories 5o
on the FTC's efforts, including The New 0
York Times, The Washington Post, Chicago FY07 FYos FY09 FY09
Sun-Times, and CBS News. In FY 2009, Aol Actul s Actul

the FTC accomplished 90 percent of its

. 863
target of 2,750 articles, and 94 percent of 900 Millions 791
it fa circulation of 750 mill Millons o0
its target of a circulation o million 800 Millions le(.n
ilions
As more people turn to television and the 7
Internet for news, print media circulation %
has continued to decline, and this 500
performance measure was removed in the %
latest update of the FTC Strategic Plan. 200
200
100
0
FYo7 FY08 FY09 FY09
Actual Actual Target Actual
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jOJO! Mantente alerta contra el fraude. Inférmate con la FTC
(Be on the alert against fraud. Stay informed with the FTC.)

The FTC’s Hispanic Initiative includes a significant outreach
component that includes disseminating consumer information in
Spanish, providing consumer news to the Spanish-language media, and
building partnerships with organizations, businesses, and leaders in the
Hispanic community. The FTC’s Spanish-language fraud awareness
campaign, “Mantente alerta contra el fraude. Inférmate con la FTC,”
aims to encourage Spanish speakers to identify fraudulent and deceptive
business practices and to tell the FTC about them when they occur. To

learn more, visit http://www.ftc.gov/ojo.

In addition to the ;O/O! website, the FTC has a number of Spanish-
language “micro sites” on topics such as credit, business opportunities
and work-at-home scams, identity theft, information security, and diet
and fitness. Additionally, the FTC has more than 100 publications in
Spanish. Consumers can find them at

http://www.ftc.gov/espanol.




Objective 1.4 Enhance Consumer Welfare Through Research, Reports, Advocacy,

and International Cooperation and Exchange

1.4.1 Convene or participate substantially in workshops and conferences on novel or
challenging consumer protection problems or issues.

v 16
Target was met or exceeded and the Workshops &

FTC is on track to meet the five-year target CeniErenEs

16

PERFORMANCE HIGHLIGHTS The

FTC and the Technology Law and B

Public Policy Clinic at the University 12 10 9

of Washington School of Law hosted Véz;kf:t:ﬁz: Workshops &
" Conferences

a conference in March 2009 on the ® z

use of digital rights management 8 Workshops &

(DRM) technologies, a widespread Conferences

practice that is expected to become

increasingly prevalent in the U.S. 4

marketplace in coming years. Among

other issues, the workshop addressed

the need to improve disclosures to ® s ros 100 100

consumers about DRM limitations. Actual Actual Target Actual

FISCAL YEAR
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Cross-Border Fraud and the U.S. SAFE WEB Act of 2006

The U.S. SAFE WEB Act has greatly enhanced the FTCs ability

to tackle cross-border fraud, including scams that take advantage

of the economic downturn to bilk vulnerable consumers. For
example, in FTC v. MCS Programs, LLC, filed as part of Operation
Short Change, the FTC used its SAFE WEB authority to share
information with Canadian authorities. The FTC alleged that the
defendants used telemarketing robocalls and the Internet to convince
U.S. and Canadian consumers to pay them $690 to $899 for a
phony “rapid debt reduction” program that would enable them to
pay off their debt three to five times faster than they could under
their current payment schedule. The FTC obtained an injunction
halting the defendants’ scheme and continues to litigate this matter.

To learn more, visit http://www.ftc.gov/oia/consumer.shtm.
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Strategic Goal 2: Maintain Competition

Objective 2.1 Identify Anticompetitive Mergers and Practices That Cause the

Greatest Consumer Injury

2.1.1 Achieve positive outcomes™ in matters in which Hart-Scott-Rodino (HSR) Act requests
for additional information are issued.

100% 100% 100%

v Target was met or exceeded o 909
PERFORMANCE HIGHLIGHTS The - :
FTC brought 13 merger enforcement 80%
actions after issuing second requests, i
obtaining consumer relief in matters
involving crucial pharmaceuticals (King o
Pharmaceuticals/Alpharma and Teva 50%
Pharmaceutical/Barr Pharmaceuticals), s
medical devices (Getinge AB/
30%
Datascope), software systems used
by the auto insurance industry 20%
(CCC Information Services/Mitchell 633
International), and industrial chemicals
0%

(BASF/Ciba Specialty Chemicals and — — ) —
DOW ChemicaVRohﬂ & Haas)_ Actual Actual Target Actual

2.1.2 Percentage of significant nonmerger investigations that result in a positive outcome.®

v Target was met or exceeded

18655 100% 100% 100%
PERFORMANCE HIGHLIGHTS
In addition to issuing three consent 90% Dbk
orders prohibiting illegal price fixing .
and anticompetitive boycotts in the
health care professional services s
industry (AllCare IPA, Boulder Valley 60%
IPA, and Alta Bates Medical Group), the o
FTC reached settlements in a matter
involving an illegal geographic market 0%
allocation agreement in the retail 30%
industry (Golf Galaxy Inc./Golf Town o
Canada, Inc.) and in a matter involving
restrictive rules of real estate Multiple a3
Listing Service (MLS) organizations 0%

that impeded competition from non- AL A A AL
. . Actual Actual Target Actual

traditional and discount real estate

professionals (West Penn MLS). The

FTC also obtained a significant result when it filed a complaint in federal

court seeking a permanent injunction challenging a pay-for-delay agreement

between Solvay Pharmaceuticals, Inc. and two generic drug manufacturers.

* See respective performance measure discussion in the Performance
Section for definitions of “positive outcome” and “positive result.”




Competition Counts

Competition in America is about price, selection and service.

It benefits consumers by keeping prices low and the quality and
choice of goods and services high. The FTC promotes healthy
competition and challenges anticompetitive business practices to
make sure that consumers have access to quality goods and services,
and that businesses can compete on the merits of their work. The
FTC has developed a variety of resources to explain its competition
work. Competition Counts explains how consumers win when
businesses compete and provides an overview of the types of matters
investigated by the bureau. To learn more, visit hetp://www.ftc.gov/

bc/edu/pubs/consumer/general/zgen01.pdf.
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Objective 2.2 Stop Anticompetitive Mergers and

Business Practices Through Law Enforcement

2.2.1 Positive result* of cases brought by the FTC due to alleged violations.

v Target was met or exceeded

PERFORMANCE HIGHLIGHTS The
FTC filed five cases involving proposed
acquisitions in the health care, high
tech, consumer goods manufacturing,
and energy industries, and successfully
challenged mergers that would have
substantially reduced competition in the
respective relevant product markets.
In four of these cases, the parties
abandoned the proposed transactions
after the Commission authorized staff
to file a complaint in federal district
court seeking a preliminary injunction
to block the mergers, (Thoratec/
HeartWare, Talecris Biotherapeutics/
CSL, CRH plc/Robert Schlegel,

and Red Sky Holdings/Newpark
Resources), and in the fifth case, the
parties abandoned the merger after

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

)

100%  100% 96%
I I | I
FY07 FY08 FY09 FY09
Actual Actual Target Actual

the FTC secured a preliminary injunction in federal court (Mitchell International/CCC).
The FTC also secured several consents orders, restoring competition to markets
that otherwise would have been lost through mergers or anticompetitive conduct.

* See respective performance measure discussion in the Performance Section

of the full PAR, at http://www.ftc.gov/o

ra/2009parreport.pd

age=43,

for definitions of “positive outcome” and “positive result.”

FISCAL YEAR
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2.3.2 Track (a) the number of times print media publish articles that refer to FTC

competition activities and (b) the circulation of the media that publish those articles.

X Target was not met

PERFORMANCE HIGHLIGHTS The
FTC initiated a series of competition-
related education initiatives, including
consumer- and business-oriented
publications, to increase the awareness
by the American public of what types of
conduct are likely to be challenged as law
violations. Examples of enforcement
actions that received considerable media
attention range from matters with an
immediate impact in localized areas, such
as the FTC's successful challenge of West
Penn Multi-List's anticompetitive conduct
in the Pittsburg real estate market (The
Pittsburgh Business Times reported
“West Penn Multi-List Opens Network
to More Brokers") to cases of greater
national interest, such as the FTC's
challenge in federal court to Ovation
Pharmaceuticals’ consummated
acquisition of the drug NeoProfen, which
was reported by newspapers across the
country (e.g., The Wall Street Journal,
Chicago Sun-Times, Los Angeles Times, and
Charlotte Observer). The print media that
published articles covering the
competition-related activities of the FTC
encompasses publications with varying
degrees of territorial distribution (from
local to national) and with circulations
ranging from less than fifty thousand to
more than one million copies. It is
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difficult to assess the performance of the agency under this measure in light of
the severe decline experienced in the newspaper industry over the last year.
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Objective 2.3 Prevent Consumer Injury Through Education
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You Are Here: Learning About The Economy

This website takes kids to the virtual shopping mall where they

find games and activities that let them experience advertising,
competition, and the mission of the FTC. Animated guides help
kids navigate through fun activities with embedded lessons. To learn

more, visit http://www.ftc.gov/youarehere.

ftc.gov/YouAreHere

where kids learn to be smarter consumers

Check out

Play games * Design ads » Learn how to shop smarter
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Objective 2.4 Enhance Consumer Welfare Through Research, Reports, Advocacy,

and International Cooperation and Exchange

2.4.2 Issue studies, reports, and working or issues papers on significant competition
related issues.

v Target was met or exceeded and the FTC is on track to meet the five-year target

PERFORMANCE HIGHLIGHTS The FTC continued to devote resources to the

analysis of the nation’s crucial 20
economic sectors by producing 18 D .
reports addressing, for example, 20 Documents

critical health care issues such

as “follow-on biologic drug 5

competition,” the short-term and

long-term effects of “authorized

generics’ on competition in the i 7 Documents
prescription drug marketplace, and Documents

retrospectives on hospital mergers. 5
In addition to these industry
reports, the FTC also published

i 0

three working papers by staff on o7 o8 o0 o0
how best to identify anticompetitive Actual Actual T Actual
exclusionary conduct for

purposes of antitrust enforcement under Section 2 of the Sherman Act.

2.4.3 Make advocacy filings with other federal and state government agencies, urging them to
assess the competitive ramifications and costs and benefits to consumers of their policies.

v Target was met or exceeded
and the FTC is on track to
meet the five-year target

Filings 10

PERFORMANCE HIGHLIGHTS 0 Filings
The majority of the FTC’s advocacy
filings in FY 2009 were aimed at 8 -
eliminating government-imposed Filings
impediments to a competitive
marketplace in the health care .
industry and at promoting competition
in the electric industry. The FTC 2
issued four advocacy comments

0

on health care topics addressing

o s FY07 FY08 FY09 FY09
existing or proposed legislation Actual Actual Target Actual
dealing with health care cooperatives,
the regulation of pharmacy benefit managers, and the provision
of dental care services to underserved children.

11 Flllngs

N~

o
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International Fellows Program

The U.S. SAFE WEB
Act of 2006 provides for
foreign staff exchanges
between the FTC and
foreign government
agencies. Using this
authority, the FTC

has established an
International Fellows
Program for mid-career
attorneys, investigators,
and economists to work
with FTC staff as special
FTC employees for three

to six months. Fellows work on FT'C matters alongside agency staff.
They learn first-hand about the FTC’s enforcement practices and
approaches and share their own insights. So far, sixteen Fellows

have come to the FTC from agencies in Argentina, Australia, Brazil,
Canada, the European Commission, Hungary, Israel, Mexico,
Poland, Singapore, Switzerland, and Turkey. Additionally the FTC
has hosted five colleagues from Austria, Egypt, Israel, and Turkey for
shorter Internships. To learn more, visit

http://www.ftc.gov/oia/safeweb.shtm.
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Objective 2.4 Enhance Consumer Welfare Through Research, Reports,

Advocacy, and International Cooperation and Exchange

2.4.7 Track the number of (a) cases in which the FTC cooperated with a foreign competition
authority, (b) consultations with or comments to foreign competition authorities, (c) written
submissions to international fora, (d) international events attended, and (e) leadership
positions held by FTC staff in international competition organizations.

v Target was met or exceeded

PERFORMANCE HIGHLIGHTS Staff
cooperated with foreign competition
authorities on 67 cases of mutual
interest, and worked bilaterally with
other agencies to promote policy
convergence on particular issues,
devoting significant resources to
working with China and India on

the implementation of their new

laws and with sister agencies in key
jurisdictions including the European
Union, Canada, Japan, Korea, and
Mexico. The FTC participated in several
multilateral organizations addressing
competition policy and enforcement
issues, submitting |9 written papers
and taking on leadership positions in
these fora. Notably, in the International
Competition Network (ICN), the
FTC continued as a member of the
ICN’s Steering Group, on which

one of its Commissioners served

as a Vice Chair, and led unilateral
conduct and merger notification

and procedures project teams.
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Objective 2.4 Enhance Consumer Welfare Through Research, Reports,

Advocacy, and International Cooperation and Exchange (Continued)
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How We Managed Our Funds

Message from the Chief Financial Officer

am pleased to report that in Fiscal Year (FY) 2009, the Federal Trade

Commission maintained its record of strong fiscal stewardship on behalf of
the American people. For the 13th consecutive year, independent auditors gave
us an unqualified (clean) opinion on our financial statements. Our auditors also
stated for the controls they tested, they found no material weaknesses, significant
control deficiencies, or nonconformances with the Federal Managers” Financial
Integrity Act and other applicable laws and regulations. In addition to this key
accomplishment, other notable successes over the past fiscal year include:

* Returning $69 million in redress funds to victims of fraud
and scams following successful prosecution of defendants that
resulted in court-ordered judgments or settlements.

* Adding an objective, in support of the agency’s update to its Strategic
Plan, dedicated to financial and acquisition management, signaling the
agency’s dedication to being good trusted stewards of taxpayer dollars.

* Paying 98 percent of all invoices received from vendors on time.

* Maintaining an internal control environment through developing
and maintaining appropriate guidance and training for all staff.

* Sustaining a green rating from the Department of the Treasury
on the accuracy and timeliness of financial reporting practices
involving Fund Balance with Treasury transactions.

* Exceeding the government-wide goal to allocate three percent of total
contract dollars to companies owned by service-disabled veterans.

If you would like to read the full message from the Chief Financial
Officer, as well as the full audit report, please see http://www.ftc.gov/opp/

gpra/2009parreport.pdf#page=87. A table of management assurances is

available at http://www.ftc.gov/opp/gpra/2009parreport.pdf#page=123.

oA Lo A. Pt

Steven A. Fisher
Chief Financial Officer
February 1, 2010
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Our Financial Highlights

This section contains condensed financial statement information
and descriptions of our major balance sheet components, costs of
operations and budgetary resources. We also present the results

of our performance in the area of financial management using
established metrics. Our complete financial statements are available

at http://www.ftc.gov/opp/gpra/2009parreport.pdf#page=92.

CONDENSED BALANCE SHEET

Percentage

O o) 2009 2008 Change
Fund Balance with Treasury $ 81,307 $ 86,792 -6%
Cash and Other Monetary Assets 18,141 10,485 73%
Investments 94,848 117,514 -19%
Accounts Receivable, Net 55,705 88,030 -37%
General Property & 15,473 15,098 2%
Equipment, Net
Total Assests $265,474 $317,919 -16%
Accrued Redress Receivables $55,496 $87,800 -37%
Due to Claimants
Redress Collected 69,746 85,021 -18%

not yet Disbursed
Divestiture Fund Due 45,542 45,485 0%
Accounts Payable and Other 34,299 49,537 -31%
Total Liabilities $205,083 $267,843 -23%
Cumulative Results 60,391 50,076 21%
of Operations—Other Funds
Total Net Position $ 60,391 $ 50,076 21%
Total Liabilities and $265,474 $317,919 -16%
Net Position
COST SUMMARY 2009 2008 lereentase
v
Gross Cost $256,950 $245,558 5%
Less: Earned Revenue (58,256) (119,394) -51%
Net Program Cost $198,694 $126,164 57%
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Assets. In FY 2009, the FTC’s assets totaled $265 million. Our largest

asset was our investment of $95 million in U.S. Treasury securities. These
investments were comprised of proceeds the FTC collected from defendants
in court-ordered judgments and settlement agreements as part of our efforts
in achieving consumer redress and maintaining competition. The Accounts
Receivable, Net balance of $56 million consisted almost entirely of consumer
redress judgments owed. Cash and Other Monetary Assets of $18 million
consisted of consumer redress judgment proceeds that were maintained as
cash to cover current disbursement requirements. General Property and
Equipment of $15 million consisted of capital investments in our information
technology infrastructure, software and leasehold improvements.

FY 2009 ASSETS BY TYPE (Dollars shown in millions)

General Propery and

Equipment $15 (6%) CahEndlOter

Monetary Asssets $18 (7%)

Fund Balance with
Treasury $81 (30%)

Investments $95 (36%)

Accounts Receivable,
Net $56 (21%)
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Liabilities. In FY 2009, the FTC’s liabilities were $205 million. Our two
largest liabilities—Redress Collected not yet Disbursed and Accrued
Redress Receivables totaling $125 million—represent redress judgments
collected or owed that are pending distribution. The Divestiture Fund
Due represents a liability of $46 million corresponding to the divestiture
fund investment being held until distributed, which originated from

our efforts to maintain competition. Accounts Payable and Other
consisted of amounts due vendors, accrued salary and benefits, accrued
annual leave, Federal Employee’s Compensation Act liabilities and

the Department of Justice’s share of HSR fees not yet disbursed.

FY 2009 LIABILITIES BY TYPE (Dollars shown in millions)

Divestiture Fund Due $46 (22%) Accounts Payable and Other $34 (17%)

Accrued Redress Receivables
Due to Claimants $55 (27%)

Redress Collected not yet Disbursed $70 (34%)
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Net Position. In FY 2009, the FTC’s total net position was $60
million, consisting entirely of Cumulative Results of Operations.

Costs. Total gross costs for FY 2009 were $257 million. The gross costs
include all costs associated with the FTC’s ongoing operations. Net costs
reflect the offsetting revenues collected for premerger filing fees under
the HSR Act and for DNC Registry telemarketer subscription fees.

FY 2009 NET COSTS BY STRATEGIC GOAL

Strategic Goal 1 Strategic Goal 2

Total
Protect Consumers Maintain Competition ofa
Gross Costs $147,232 $109,718 $256,950
Less: Earned (15,947) (42,309) (58,256)
Revenue
Net Strategic $131,285 $67,409 $198,694
Goal Costs

Budgetary Resources. For FY 2009, new budget authority was $259 million.
This new budget authority was funded by $201 million from the General
Fund of the Treasury and by $58 million in revenue collections, which
consisted of $42 million for premerger filing fees under the HSR Act

and $16 million for DNC Registry telemarketer subscription fees.

NEW BUDGET AUTHORITY FOR FY 2009 (Dollars shown in millions)

Spending Authority from
Offsetting Collections $58 (22%)

General Fund
Appropriations $201 (78%)
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Financial Management Indicators
The following table shows standard indicators developed by
the Chief Financial Officers Council and used by the OMB

to monitor agencies’ finanial management practices.

Financial Management Indicators for FY 2009

Debt Management

Debt Transferred to Treasury 100%

Funds Management

Fund Balance with Treasury (Identifies the difference between the
fund balance reported in Treasury reports and the agency fund 100% reconciled
balance with Treasury recorded in its general ledger on a net basis)

Payment Management

Percentage Invoices Paid on Time (per Prompt Payment Act) 98%

Percentage Interest Penalties paid to Total Dollars Invoiced 0.02%

Percentage of total dollars outstanding in current status*

. . . 100%
(good standing) for Individually Billed Travel Account holders
Percentage of total dollars outstanding in current status* 100%
(good standing) for Centrally Billed Travel Accounts !
Percentage of total dollars outstanding in current 100%

status® (good standing) for Purchase Cards

*The Office of Management and Budget threshold for delinquency is 61 days.
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Additional Information

Acronyms
DNC Do Not Call
DRM Digital Rights Management
FTC Federal Trade Commission
FY Fiscal Year
HSR Hart-Scott-Rodino
ICN International Competition Network
MLS Multiple Listing Service
PAR Performance and Accountability Report

FTC Contact Information

Address: Federal Trade Commission
600 Pennsylvania Avenue, NW
Washington, DC 20580

General Information Number 202-326-2222

Internet Home Page www.ftc.gov

FTC Spanish-Language Home Page www.ftc.gov/espanol

Strategic Plan Internet Site www.ftc.gov/strategicplan

FTC Press Releases www.ftc.gov/opa/pressold.shtm
3 6 FEDERAL TRADE COMMISSION
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PAR and Summary Report Contact Information

The FTC welcomes comments or suggestions for improvement of its PAR. Please contact
the agency to provide feedback or to request additional copies.

PAR Internet Site
PAR Contact

PAR E-mail Address
PAR Fax number
PAR Mailing Address

Consumer Response Center
General Complaints

Identity Theft Complaints

Online General Complaints

Identity Theft Education
and Complaints

National Do Not Call Registry

Regions

East Central (Cleveland, OH)
Midwest (Chicago, IL)
Northeast (New York, NY)
Northwest (Seattle, WA)
Southeast (Atlanta, GA)
Southwest (Dallas, TX)
Western (San Francisco, CA)
Western (Los Angeles, CA)

www.ftc.gov/par

Darlene Cossette

202-326-3255

gpra@ftc.gov
202-326-2329

Federal Trade Commission
atten PAR, M/D H-774

600 Pennsylvania Avenue, N'W
Washington, DC 20580

877-FTC-HELP (877-382-4357)
877-ID-THEFT (877-438-4338)
www.ftc.gov/complaint

www.ftc.gov/idtheft

www.donotcall.gov

216-263-3455
312-960-5634
212-607-2829
206-220-6350
404-656-1390
214-979-9350
415-848-5100
310-824-4343
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Federal Trade

Commission

For the Consumer
877-FTC-HELP

www.ftc.gov
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