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Securities and Exchange Commission
($ in thousands)

Fiscal Year 2006 Enacted:

Appropriated Offsetting Collections, Current Year.............. $863,117.0
Available Balances, Prior Year . . . ..., $ 25,000.0
Total Fiscal Year 2006 Spending Authority . ............. $888,117.0

Fiscal Year 2007 Request:
Appropriated Offsetting Collections, Current Year.............. $890,846.0
Deobligated Balances, Prior Years ... ............ .. . ..., $ 14,000.0
Total Fiscal Year 2007 Request. . .. .................... $904,846.0

Appropriations Language

For necessary expenses for the Securities and Exchange Commission, including services as
authorized by 5 U.S.C. 3109, the rental of space (to include multiple year leases) in the
District of Columbia and elsewhere, and not to exceed $3,000 for official reception and
representation expenses, $904,846,000, to remain available until expended; of which not to
exceed $13,000 may be used toward funding a permanent secretariat for the International
Organization of Securities Commissions; and of which not to exceed $100,000 shall be
available for expenses for consultations and meetings hosted by the Commission with foreign
governmental and other regulatory officials, members of their delegations, appropriate
representatives and staff to exchange views concerning developments relating to securities
matters, development and implementation of cooperation agreements concerning securities
matters and provision of technical assistance for the development of foreign securities
markets, such expenses to include necessary logistic and administrative expenses and the
expenses of Commission staff and foreign invitees in attendance at such consultations and
meetings including: (1) such incidental expenses as meals taken in the course of such
attendance; (2) any travel and transportation to or from such meetings; and (3) any other
related lodging or subsistence: Provided, That fees and charges authorized by sections 6(b) of
the Securities Exchange Act of 1933 (15 U.S.C. 77(b)), and 13(e), 14(g) and 31 of the
Securities Exchange Act of 1934 (15 U.S.C. 78m(e), 78n(g), and 78ee), shall be credited to
this account as offsetting collections: Provided further, That not to exceed $890,846,000 of
such offsetting collections shall be available until expended for necessary expenses of this
account: Provided further, That $14,000,000 shall be derived from available balances of
funds previously appropriated to the Securities and Exchange Commission that were obligated
in previous years and have subsequently been deobligated: Provided further, That the total
amount appropriated under this heading from the general fund for fiscal year 2007 shall be
reduced as such offsetting fees are received so as to result in a final total fiscal year 2007
appropriation from the general fund estimated at not more than $0.



Position and Cost Data for Fiscal Years 2005 - 2007

FY 2005 Actuals FY 2006 Enacted FY 2007 Request
FTEs Positions Cost FTEs Positions Cost FTEs Positions Cost
Enforcement
Headquarters 446 507 433 446 419 446
Regions and Districts 786 831 783 818 768 818
Total 1,232 1,338 1,216 1,264 1,187 1,264
Compli Inspections and Examinati
Investment Management
Headquarters 62 89 67 70 66 70
Regions and Districts 427 451 425 444 417 444
Subtotal 489 540 492 514 483 514
Market Regulation
Headquacters 81 120 87 91 86 91
Regions and Districts 281 296 279 292 274 292
Subtotal 362 416 366 383 360 383
Total 851 956 858 897 843 897
Corporation Finance 495 543 478 493 463 493
Market Regul 171 195 165 170 160 170
Investment Management 180 200 165 170 160 170
General Counsel
Headquarters 119 132 121 128 120 128
Regions and Districts 12 13 12 13 12 13
Total 131 145 133 141 132 141
(Other Program Offices
Chief Accountant 56 64 54 55 51 55
Investor Education and Assistance 36 38 37 37 37 37
International Affairs 24 26 25 25 23 25
Economic Analysis 25 32 27 29 27 29
Risk Assessment 5 8 8 8 8 8
Administrative Law Judges 11 12 12 12 12 12
Total 157 180 163 166 158 166
Agency Direction and Administrative Support
Executive Staff 37 43 36 40 36 40
Public Affairs 7 11 6 7 7 7
Secretary 25 29 24 25 23 25
Executive Director 8 9 7 7 7 7
Financial Management 42 45 46 51 48 51
Human Resources 7 76 7 76 71 76
Administrative Services 81 86 84 88 83 88
Filing and Information Services 107 113 100 103 98 103
Information Technology 118 131 121 126 118 126
Equal Employment Opportunity 10 13 9 10 9 10
Inspector General 10 11 10 10 10 10
Total 516 567 514 543 510 543
Total FTE and Positions 3,851 4,242 3,764 3,916 3,685 3,916
Headquarters Total Permanent 2,227 2,533 2,193 2,277 2,142 2,277
Regional Office Total Permanent 1,506 1,591 1,499 1,567 1,471 1,567
Temporary 118 118 72 72 72 72
Staff Salaries $434,699,000 $458,705,800 $473,586,600
Personnel Benefits 121,629,200 123,913,900 128,222,300
Other Personnel Compensation 8,275,000 4,436,200 4,606,500
Sub-total Cost of Salaries 3564,603,200 $587,055,900 $606,415,400
Other Expenses
Benefits for Former Personnel 81,600 70,600 71,800
Travel and Transportation of Persons 11,147,000 10,964,500 11,008,600
Transportation of Things 173,200 160,200 161,100
Communications and Rental 82,056,700 95,479,700 102,758,100
Printing and Reproduction 10,548,300 11,403,000 15,985,000
Other Services 131,935,000 125,292,600 139,845,000
Supplies and Materials 2,599,300 3,338,800 3,493,900
Equipment 32,732,200 21,638,400 20,107,100
Building Alterations 50,426,400 32,713,300 5,000,000
Claims and Indemnities 884,100 0 0
Sub-total Cost of Other Expenses $322,623,800 $301,061,100 $298,430,600
Spending Authority $887,227,000 $888,117,000 $904,846,000




Summary of Changes

(8§ in thousands)
FY 2006 FY 2007 Net
Enacted Request Change
Spending Authority................o.... $888,117.0 $904,846.0 +3$16,729.0
Full-time Equivalents.................. 3,764 3,685 -79
POSItIONS. ..ovveiiiiiiieiiiiraiinanns 3,916 3,916 -- -
Explanation of Changes: Positions FTE Amount
One-time FY 2006 Adjustments
Building alterations --- --- -$27,796.9
Adjustment in Full-time Equivalents .- -79 -12,556.5
Subtotal......coovveriiriiiieann, - -_l_Q —2540,3 534
FY 2006 Base Changes
Annualization of FY 2006 pay raise --- --- +4,750.6
FY 2007 pay raise --- --- +9,697.8
Promotions and merit pay increases --- --- +17,608.5
Increases in space rent & utilities --- --- +6,553.8
Non-compensation inflation --- --- +3,215.0
Subtotal.....ccoooviiiii 2= == +$41.825.7

FY 2007 Program Increase
Information Technology --- --- +$15,256.7

Total Change........................... 1$16,72

|:
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Narrative Explanation of Changes

One-time Adjustments from FY2006

1.

Building alterations. The decrease of $27.8 million from the FY 2006 level results from
the SEC’s fully extinguishing the build-out costs associated with the completion of the
SEC’s new headquarters building at Station Place, along with its new Boston and New
York offices.

Adjustment in Full-time Equivalents. This adjustment of $12.6 million reflects the
annualization of the staffing decreases that will occur in FY 2006 as the SEC returns to its
historic lapse rate of 6 percent.

Base Changes for FY2007

1.

Annualization of FY 2006 pay raise. The requested $4.8 million provides for the
annualization of the FY 2006 3.1 percent pay raise that became effective in January 2006.

FY 2007 pay raise. The requested $9.7 million provides funding for a 2.3 percent pay
raise, effective January 2007.

Promotions and merit pay increases. The requested $17.6 million provides funding for
merit pay increases and career ladder promotions of eligible staff. This amount includes
the costs of maintaining the SEC’s pay-for-performance pay system.

Increases in space rent and utilities. The requested increase of $6.6 million is necessary
for mandatory increases associated with the rental of space and utilities. These funds will
cover full-year rent and utility costs in the new headquarters and regional offices in New
York and Boston, as well as higher rates for space rent at other SEC facilities.

Non-compensation inflation. The requested $3.2 million funds an overall increase in non-
personnel expenses of approximately 1.7 percent. This amount will cover inflation and
other necessary expenses.

Program Change

1.

Information Technology. The requested $15.3 million will provide the SEC with the
funding necessary to continue investing significant resources in technology, for initiatives
such as integrating interactive data into financial disclosure filings, streamlining the
disclosure process for filers and investors, and deploying new enforcement case and
examination management systems. With these funds, the SEC’s information technology
program also will return to the overall funding level provided in FY 2005.




SEC Strategic Goals

Goal 1: Enforce Compliance With Federal Securities Laws

The Commission seeks to detect problems in the securities markets, prevent and deter violations of
federal securities laws, and alert investors to possible wrongdoing. When violations occur, the SEC
aims to take prompt action to halt the misconduct, sanction wrongdoers effectively, and, where
possible, return funds to harmed investors.

Goal 2: Promote Healthy Capital Markets Through an Effective and Flexible Regulatory
Environment

The savings and investments of every American are dependent upon the maintenance of healthy
capital markets. The Commission seeks to sustain an effective and flexible regulatory environment
that will facilitate innovation, competition, and capital formation to ensure that our economy can
continue to grow and to create jobs for our nation’s future. Enhancing the productivity of America is a
key goal that the SEC works to achieve by increasing investor confidence in the capital markets.

Goal 3: Foster Informed Investment Decision Making

An educated investing public ultimately provides the best defense against fraud and costly mistakes.
The Commission works to promote informed investment decisions through two main approaches:
reviewing disclosures of companies and mutual funds to ensure that clear, complete, and accurate
information is available to investors; and implementing a variety of investor education initiatives.

Goal 4: Maximize the Use of SEC Resources

The investing public and the securities markets are best served by an efficient, well-managed, and
proactive SEC. The Commission strives to improve its organizational effectiveness by making sound
investments in human capital and new technologies, and by enhancing internal controls.

FY 2007 Request by Strategic Goal
($ in Millions)

Goal4:$ 65M
Goal 3: $121M 7%

14%

~

Goal 2: $65

7% )
~—____ Goal 1: $636M

72%




2005 Accomplishments by Strategic Goal

FY 2005 was a year of tremendous accomplishment for the SEC on many different
fronts. The agency’s major achievements are discussed below, organized by the SEC’s four
goals, as established under the agency’s five-year strategic plan. These goals may change as
the Commission develops a new strategic plan over the next year.

Goal 1: Enforce Compliance with Federal Securities Laws

The SEC continued its efforts to improve compliance with the federal securities laws
through enforcement activities and ongoing inspections of regulated entities.

Enforcement Program: In FY 2005, the SEC initiated 947 investigations, 335 civil
proceedings, and 294 administrative proceedings covering a wide range of issues, including
mutual fund and investment adviser fraud, accounting fraud, and failures at self-regulatory
organizations. The Commission prevailed in the great majority of the enforcement actions
decided by district courts or administrative law judges, and a total of more than $3 billion in
disgorgement and penalties was ordered in SEC enforcement cases. Whenever practical, the
Commission sought to return funds to harmed investors through the use of disgorgement or
the “Fair Funds” provision of the Sarbanes-Oxley Act. The Commission also worked with
foreign authorities to obtain information for use in cross-border enforcement matters and
responded to foreign regulators’ requests for assistance. The following are some of the
notable enforcement actions taken by the SEC in FY 2005.

Actions involving mutual funds and investment advisers: The SEC brought several
significant fraud cases in the mutual fund and investment adviser area. For example, the
Commission addressed market timing abuses in cases against (i) Canadian Imperial Holdings
and CIBC World Markets; (ii) Banc of America Capital Management, BACAP Distributors,
and Banc of America Securities; and (iii) Columbia Management Advisors and Columbia
Funds Distributor. In those three cases alone, the SEC ordered disgorgement, prejudgment
interest, and penalties of $640 million, all of which will be distributed to investors harmed by
the conduct.

In another case involving a substantial fraud, the SEC brought an action against two
Citigroup subsidiaries: Smith Barney Fund Management and Citigroup Global Markets. In
the proceeding, the Commission found that the respondents misrepresented and omitted
material facts when recommending to the boards of the mutual funds that the funds change
from the third-party transfer agent they previously used to an affiliated Citigroup transfer
agent. The respondents agreed to pay $208 million in disgorgement, prejudgment interest, and
penalties, which will be returned to investors pursuant to a distribution plan.

Actions involving accounting fraud, disclosure, and auditing failures: The SEC
brought a number of cases relating to financial reporting misconduct, including major fraud
actions against Time Warner and Qwest Communications International. Both cases involved
inflated or improperly recognized revenue, among other violations. Time Warner agreed to
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