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Division of Enforcement
FY 2012
Actual

(DOLLARS IN THOUSANDS)

FY 2013
CR

FY 2014
Request

FTE: Headquarters

439

497

525

		Regions

780

805

876

1,219

1,302

1,401

$ 254,137

$ 282,758

$ 305,231

162,678

176,435

		Total
Cost: Salaries and Benefits
		 Non-Personnel Expenses
Total

$

416,815

$

459,193

225,681
$

530,912

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

1,289

28

14

70

The SEC’s vigorous enforcement program is at the heart of its
efforts to protect investors and instill confidence in the integrity
of the markets. The Division of Enforcement investigates and
brings civil charges in Federal district court or in administrative
proceedings for violations of the Federal securities laws.
Successful enforcement actions result in sanctions that deter
and punish wrongdoing and protect investors, both now
and in the future; including civil monetary penalties and the
disgorgement of ill-gotten gains that often can be returned
to harmed investors; and bars that prevent wrongdoers from
working in the industry.
Three years following its most significant reorganization in
history, the Division of Enforcement continues to perform
at a remarkably high level to achieve excellent results
in an increasingly complex global securities market.
Enforcement’s sustained high-level performance in FY 2012
was aided by innovations such as:  a high-priority focus on
cultivating in-depth expertise in financial markets, products
and transactions, enhanced training, increased hiring of
industry and other experts, and the creation of specialized
enforcement units focused on high-priority misconduct. The
Division of Enforcement’s performance is also attributed to
a flatter management structure; streamlined and centralized
processes and the improved utilization of information
technology; and a vastly enhanced ability to collect, process
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and analyze tips, complaints and referrals. These reforms
allowed Enforcement to further maximize its limited resources
to investigate and prosecute misconduct.
As the Division of Enforcement continues to build on its
transformation, it must meet the challenges of a rapidlygrowing and complex caseload, increasingly sophisticated
misconduct, while maintaining an effective investigative
capacity and deterrent presence. Consequently, the Division
of Enforcement is requesting 131 additional positions in
FY 2014 over the FY 2013 request level. These additional
resources will support the Enforcement program’s current and
future initiatives by:
• Expanding and focusing the investigative function by
hiring experienced attorneys, industry experts, forensic
accountants, paraprofessionals, and information
technology and support staff, to promptly detect,
prioritize and investigate areas appropriate for enhanced
enforcement efforts;
• Strengthening the litigation function by, among other
things, adding experienced trial attorneys to prosecute
a growing number of highly-complex enforcement
actions, and hiring paraprofessional and administrative
support staff to assist the attorneys in performing these
functions;
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• Bolstering staffing for the Office of Market Intelligence
(OMI), which is responsible for the collection, analysis,
risk-weighing triage, referral and monitoring of the
thousands of tips, complaints and referrals that the
agency receives each year, as well as bolstering the
staffing of intelligence analysis functions in the Division’s
eleven regional offices across the country;
• Expanding Enforcement’s information technology
expertise and staffing to assist, among other things, in
the implementation of data analytics projects and the
development of state-of-the-art investigative tools, such
as eDiscovery and Knowledge Management, as well as
improved forensic capabilities; and
• Bolstering staffing for the delinquent debt collection and
distributions functions, responsible for collecting ordered
penalties and disgorgement amounts, and returning
funds to harmed investors whenever possible.
To achieve the SEC’s mission, the Division of Enforcement
must swiftly and vigorously prosecute those who have
broken the law. This is critical in restoring investor trust and
confidence in the nation’s securities markets.
Enforcement faces a number of challenges in meeting this
mission that are described below:
Recent Regulation Has Substantially Increased the Number of
Individuals and Entities Falling Within the SEC’s Jurisdiction: In
the U.S. alone, the SEC currently oversees more than 35,000
registrants, including approximately 9,500 reporting companies,
9,700 mutual funds and exchange traded funds (ETFs), 11,000
investment advisers, approximately 460 transfer agents, and
4,600 broker dealers with over 160,000 branch offices, as well
as clearinghouses, Nationally Recognized Statistical Rating
Organizations and Self-Regulatory Organizations. In addition,
the Division of Enforcement has jurisdiction over any person
or entity that violates the Federal securities laws, regardless of
whether they are associated with one of these 35,000 entities.
The Division of Enforcement also expects to shoulder additional
workload as a result of the SEC’s expanded authority under
the Dodd-Frank Wall Street Reform and Consumer Protection
Act (Dodd-Frank Act). For example, the Division is responsible
for triaging and investigating additional tips and complaints
received under the whistleblower program mandated by the
Dodd-Frank Act. Although several thousand smaller advisers
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are transitioning to state registration due to the Dodd-Frank
Act, the addition of several new classes of registrants to
the Commission’s jurisdiction (e.g., municipal advisors, new
categories of securities-based swap entities, hedge fund and
other private fund advisers) has resulted in an increase in the
number of referrals to the Enforcement program.
The SEC Must Track and Understand the Increasing Number of
Complex Securities Offered to the Public: The sheer number of
persons and entities falling within the scope of this mandate
reflects only part of the challenge facing the Division of
Enforcement. These registrants offer ever-changing products
in the market, from traditional bonds and stocks to structured
financial instruments to derivatives (e.g., credit default swaps)
that require expertise in understanding of the products,
the trading methods, and the inherent risks. In addition,
markets and companies also are becoming increasingly
global, creating a new set of complexities, including the
comparability of information from different countries and
cross-border enforcement. Enforcement needs to be able
to analyze new product offerings and to have a global reach,
in order to properly identify potential violations of the U.S.
securities laws. As product offerings and fraudsters become
more sophisticated, the complexity of enforcement cases
increases and requires more resources dedicated to achieving
a successful resolution.
The SEC Cannot Be Outpaced by Innovation That Has Already
Fundamentally Changed Our Markets: The Division of Enforcement is also facing new challenges in FY 2014, including
confronting the risks to a fair securities marketplace posed
by increasingly complex and fragmented market structures,
alternative trading systems, and high-speed electronic trading.
These innovations, fueled by technological advances, have
resulted in a fundamental shift in market process and behavior.
Enforcement must ensure that these innovations do not
outpace Enforcement’s efforts to guard against illegal behavior
masked by opaque trading platforms or the millions of bids,
offers, buys, or sells that can be generated in milliseconds by
automated computer algorithms.
In FY 2014, the Division of Enforcement will continue to
aggressively utilize risk-based analytics to identify misconduct
in this changing environment. For example, Enforcement
has used new analytical approaches to detect aberrational
performance by hedge funds, compliance shortcomings by
investments advisers, microcap fraud, and organized insider
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trading to open investigations and successful bring actions
against wrongdoers.
The Division of Enforcement’s Resource Constraints Pose Regulatory
Challenges: Amidst these challenges, Enforcement needs
additional resources to fulfill its mission of investor protection.
The Division of Enforcement is aggressively adopting new
methods, initiatives and organizational reforms to ensure the
best possible use of available resources. Enforcement is
committed to meeting these challenges to ensure continued
investor confidence in the U.S. financial markets and to send
a strong message of deterrence to would-be violators of the
securities laws.
The Division of Enforcement’s Restructuring Resulted In Better
Utilization of Its Existing Resources: Three years ago, the
Division of Enforcement carried out significant structural
reforms designed to maximize resources and enable the SEC
to more effectively combat securities fraud. Enforcement’s
performance over the past year affirms that these reforms
are now bearing fruit, including increased expertise, flatter
management, enhanced market intelligence capabilities,
streamlined processes, increased use of information
technology, and the creation of the Office of the Managing
Executive and the hiring of its first Chief Operations Officer.
For instance, the Commission made its first award to a
whistleblower last year for providing high-quality, significant
information that helped stop a multi-million dollar fraud.
The program stems from the Dodd-Frank Act, which called for
the establishment of an Office of the Whistleblower. That office
has seen a steady flow of high quality tips and complaints,
which are screened and triaged by the Enforcement Division’s
Office of Market Intelligence.
All of the Division of Enforcement’s organizational subgroups—regional offices, specialized units, working groups and
headquarters in Washington D.C.—are implementing a host
of risk-based initiatives designed to increase Enforcement’s
ability to identify hidden or emerging threats to investors and
the markets and act quickly to halt misconduct and minimize
investor harm. This includes, for example: (a) a focus on
unregistered investment advisers serving multiple roles in
simultaneously managing structured products and investment
funds; (b) valuation of difficult-to-value assets in times of
market stress; (c) analysis of suspicious performance returns
posted by unregistered and registered hedge fund advisers;
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(d) analysis of suspicious trading patterns and relationships
among multiple traders; (e) analysis of accounting and financial
statement treatment of the offshore operations of U.S.
issuers; and (f) new strategies to prosecute “gatekeepers,”
recidivists, and organizers of manipulation in the trading of
over-the-counter securities. All of these efforts are bolstered
by enhanced training, specialized industry experience and
skills, and targeted and proactive investigative approaches to
better detect links and patterns that may reflect wrongdoing
as early as possible, and ultimately to conduct more efficient
and effective investigations.
The Division of Enforcement’s Success Is Reflected In Its Ability to
Address Wrongdoing: Although statistics alone cannot capture
the breadth of the Enforcement’s work since undertaking
these reforms, the SEC’s enforcement activity has increased
significantly, resulting in substantial benefits for markets and
investors. In FY 2012, the second complete fiscal year since
the Division of Enforcement’s reorganization, the SEC filed
734 enforcement actions. This sustained pace included many
cases involving highly complex products, transactions, and
market practices, including those related to the financial crisis
as well as insider trading by market professionals.
The Division of Enforcement has led the effort to identify
and hold accountable those individuals and institutions
whose misconduct led to or arose from the financial crisis.
Overall, through January 9, 2013, the agency has filed 91
enforcement actions in its financial crisis-related cases
against 153 defendants—including 65 CEOs, CFOs and
senior corporate executives, resulting in over $2.68 billion in
disgorgement, penalties, and other monetary relief obtained.
Enforcement’s efforts to pursue insider trading resulted in
sustained enforcement; a similar number of insider trading
cases were filed in FY 2012 as in FY 2011. The threeyear period of FY 2010 through FY 2012 has been the
most productive in the Division of Enforcement’s history for
insider trading enforcement where 168 actions were filed in
that period. Similarly, in FY 2012, Enforcement maintained
its focus on enforcement actions related to investment
advisers and investment companies, filing one more case
than FY 2011’s record-setting 146 actions. The Division of
Enforcement also continued its upward trend scrutinizing
broker-dealers with a 19 percent increase in actions from
FY 2011 to FY 2012.
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Proactive Enforcement Efforts
To achieve its goals, the Division of Enforcement continues to
implement a range of initiatives designed to increase its ability
to identify hidden or emerging threats to the markets and
act quickly to halt misconduct and minimize investor harm.
These and other initiatives are designed to identify wrongdoing
as early as possible, thus minimizing investor loss and reducing
the expense of prosecution. In addition, these efforts will
maximize the deterrent impact of our efforts. Persons and
institutions learn from these initiatives to proactively improve
controls and prevent wrongdoing from occurring in the first
place. These initiatives include, for example:
• Aberrational Performance Initiative: This initiative
involves inquiries that focus on suspicious performance
returns posted by unregistered and registered hedge
fund advisers. The Division of Enforcement’s Asset
Management Unit, in conjunction with the Division of
Risk, Strategy and Financial Innovation has developed
risk-based analytics to analyze performance data of
thousands of hedge fund advisers and identify suspicious
candidates appropriate for examination or investigation.
Leads generated from the initiative have resulted in seven
enforcement actions thus far.
• Accounting Quality Model: This is a collaborative project
with the Division of Risk, Strategy and Financial Innovation
to develop analytic tools to identify public companies
whose disclosures and financial statements may be at
higher risk for violations of the Federal securities laws.
• Analysis and Detection Center: This Center will be staffed by
specialists with comprehensive trading and quantitative
expertise to identify potentially abusive trading practices
in order to assist staff attorneys conducting investigations
into complex trading schemes.
• The Automated Bluesheet Database Project: This initiative,
led by the Division’s Market Abuse Unit, focuses
on the analysis of suspicious trading patterns and
relationships among multiple traders using the Division
of Enforcement’s electronic database of over three billion
electronic equities and options trading records obtained
by the Division in connection with its investigations over
the last 20 years. The project has two primary objectives:
(1) to generate high-quality leads for new Enforcement
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investigations through broad-based relational analysis of
equities and options trading data supplemented by event,
person, and entity data sources; and (2) to automate and
optimize trading data analyses commonly conducted
in the context of individual Enforcement investigations.
• Fund Fee Initiative: This initiative focuses on excessive
fee arrangements by registered funds, their advisers,
and boards of directors. The initiative has resulted in
examinations and investigations of advisers, funds,
and their boards focused on possible violation of the
Investment Company Act. Enforcement brought two
fund fee initiative cases in FY 2012.
• Compliance Program Initiative: Working closely with OCIE,
Enforcement is coordinating efforts to identify and bring
cases against registered investment advisers who have
lacked effective compliance programs and procedures, in
violation of the Advisers Act. As a result of this initiative,
Enforcement has brought five enforcement actions.
• Cross-Border Working Group: This initiative began in
FY 2010 when the SEC launched an inquiry into how audit
firms concentrating on clients with foreign operations
were conducting their audits. To date, the Division of
Enforcement has brought a dozen fraud actions involving
eight issuers and more than 50 individuals and entities,
including senior company management, promoters, and
traders; deregistered more than 50 companies so that
they can no longer sell securities in the U.S.; and brought
a disciplinary proceeding against the Chinese affiliates
of the five largest US audit firms for failing to produce
documents to the SEC. Enforcement will continue to
investigate potential securities law violations by U.S.
registrants, individuals and auditors located in foreign
jurisdictions and strengthen the reach of its enforcement
efforts by improving coordination and cooperation with
other law enforcement agencies and regulators, both
domestic and foreign.
• Microcap Fraud Working Group: This specialized group is
focused on developing and implementing investigative
techniques that target the organizers and leaders of
microcap fraud, including recidivists and “gatekeepers”
who enable such schemes, such as attorneys, auditors,
broker-dealers, transfer agents and others.
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• Oil and Gas Initiative: This initiative focuses on identifying
particular areas of concern for exam and enforcement
action relating to the oil and gas industry. Examples
include a focus on offering frauds related to the oil
and gas industry involving promoters, salespersons,
financial advisors and brokers, and disclosures by
public companies about proved reserves, reserves
replacement and exploration and production costs.
The initiative includes a geophysicist as part of the team
and coordinates SEC efforts with other enforcement
agencies where necessary to protect investors.
• Private Equity Initiative: The Division of Enforcement seeks
to identify private equity fund advisers that are at higher
risk for certain specific fraudulent behavior. Using certain
data sources, this risk analytic initiative seeks to identify
those private equity fund advisers that may be improperly
failing to liquidate and distribute fund assets, have been
misrepresenting the value of their holdings to investors,
or are engaging in other fraudulent behavior.
• Revenue Sharing Initiative: The Division of Enforcement
has developed an initiative to identify registered
investment advisers who may have received payments
from broker-dealers for recommending certain mutual
fund investments without disclosing the payments.
These revenue sharing payments create conflicts of
interest between the advisers and their clients, as they
may incentivize advisers to recommend the mutual funds
for which they receive a cash reward from the brokerdealers. Enforcement brought its first case from this
initiative in FY 2012.
• Structured and New Products Unit: The Unit is actively
engaged in a number of initiatives to immerse Unit staff
in various complex securities products. In addition to
residential mortgage backed securities, collateralized debt
obligations and other similar mortgage-related structured
products, the Unit initiatives include products such as
equity-linked notes, collateralized loan obligations,
commercial mortgage backed securities, trust preferred
securities and catastrophe bonds.
• Other On-Going Activities: The Division is engaging in a
number of risk-based initiatives, projects, and working
groups that are non- public but involve areas such as
the Foreign Corrupt Practices Act (FCPA), municipal
securities, market structure, and accounting and financial
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disclosures. In addition, the Division of Enforcement’s
efforts include social media and investing, coordinated
trading suspension initiatives, enhanced multinational
coordination and cooperation, and enhanced coordination
with the SEC’s domestic law enforcement partners.
To enable the Division of Enforcement to meet the challenges
of a rapidly-growing case load, and to maintain an effective
investigative capacity and deterrent presence, the Enforcement
program must be adequately staffed to address increasingly
complex financial products and transactions, handle the
increasing size and complexity of the securities markets,
identify emerging threats and take prompt action to halt
violations, and recover funds for the benefit of harmed investors.
For FY 2014, the Division is requesting 131 additional positions.
When compared to FY 2013 estimates, this will permit the
SEC to initiate approximately 30 additional inquiries, conduct
approximately 50 additional formal investigations, and file
charges in roughly 15 additional civil or administrative cases.
The following sections provide detail of how the additional
positions would support the Division of Enforcement program’s
three core functions – intelligence analysis, investigations, and
litigation.
Processing and Prioritizing Intelligence Is Key to Enforcement’s
Efforts: A strong intelligence analysis capacity is at the core
of an effective enforcement program. In FY 2012, the SEC
received approximately 15,400 tips, complaints and referrals
(TCRs), the majority of which were substantive and warranted
further inquiry by the staff. Accordingly, the Division must
be adequately staffed to properly and efficiently handle this
function. Enforcement is requesting 26 new positions in
FY 2014 to continue to strengthen the intelligence analysis
function.
These resources will supplement the positions received in
FY 2012 and be utilized in two ways. First, Enforcement
will increase staffing in the Office of Market Intelligence,
whose functions include managing the Enforcement’s risk
assessment and strategic planning processes as well as
collecting, receiving, monitoring, and weighing the risk of all
complaints, tips, and referrals received by the SEC—including
whistleblower tips and complaints—in a centralized way.
In addition, Enforcement will bolster staffing of TCR pointsof-contact in its 11 regional offices. These individuals serve
as liaisons with OMI and are responsible for processing and
triaging TCRs received by their respective regional offices.
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Second, these positions will be used to enhance the current
capabilities of the Enforcement staff and enable the staff to
develop and consider more leads for potential investigation.
In FY 2014, Enforcement expects to open approximately
1,130 Matters under Inquiry (MUIs), approximately a five
percent increase over FY 2012.
Enforcement Must Act Swiftly and Decisively In Investigating
Misconduct: The Division of Enforcement program continues
to face challenges in securing the necessary expertise,
human capital and technology resources to fulfill its mission
of investor protection. For example, the Division requires
increased expertise and human capital to improve its ability
to promptly detect complex frauds and other difficult-to-detect
misconduct, such as structured product and Ponzi schemes
and other offering frauds; analyze new trading technologies,
such as high-frequency and algorithmic trading, as well as
systemic insider trading and manipulation schemes; and
keep pace with valuation issues in all aspects of the securities
industry. Enforcement is seeking 67 new positions in FY 2014
to reinforce the investigations function. These resources are
critical to ensuring that the Enforcement program remains ready
to face new marketplace challenges. These new positions will
help Enforcement address its resource shortfall of recent years
and will help improve the efficacy of its investigative efforts,
resulting in a swifter enforcement response to violations.
Enforcement requires sufficient resources to enable it to
continue progress on existing investigations and handle its
increasing case load, while quickly investigating and bringing
emergency actions in cases where investors’ money may
dissipate if immediate action is not taken. With the requested
new staff in FY 2014, Enforcement expects to apply additional
resources to the most complex investigations, those posing
the highest risk to investors, and those with the greatest
impact. Enforcement anticipates opening approximately
900 investigations in FY 2014, about six percent more than
estimated for FY 2013.
The Division of Enforcement’s Ability to Litigate Its Increased
Caseload Is Mission Critical: Enforcement’s litigation activities
help the SEC fulfill its mission of protecting investors,
maintaining fair, orderly, and efficient markets, and facilitating
capital formation. Enforcement requested 38 new positions
in FY 2014 to reinforce the litigation functions nationwide.
This increased resource level would help the Commission to
strengthen its ability to assemble strong litigation cases and
to secure settlements that achieve justice for investors.
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The SEC’s Trial Unit has experienced a dramatic increase in
the number of litigated matters it is handling, and is expecting
to handle approximately 280 in FY 2014. Since June 2011,
the trial unit in the SEC’s Washington D.C. Office alone has
experienced a substantial increase in the number of actively
litigated matters. This increase in caseload necessitates the
hiring of additional trial attorneys. In addition, the cases being
prosecuted by the SEC are of increasing complexity, requiring
the hiring of additional expert consultants and witnesses.
The credit crisis cases, in particular, require sophisticated and
costly expert witnesses. In FY 2014, with the additional staff
requested, Enforcement anticipates bringing approximately
480 administrative proceedings and 280 civil cases, which
would sustain the record pace of filings in FY 2011 and
FY 2012.
The Division of Enforcement Must Continue Investing In Technology:
Information technology investments are an integral part of
each of the three enforcement functions—intelligence analysis,
investigations, and litigation. Forward looking technology is
critical for enforcing compliance with the Federal securities
laws, and continued investment in a multi-year technology
modernization plan remains a top priority for Enforcement.
State of the art technology has made it easier for investigative
and trial staff to move away from many labor-intensive
practices. For example, Enforcement is leading an agencywide deployment of eDiscovery technology that provides
investigative staff with advanced tools to search across all
case evidence including email threading (i.e. viewing all emails
in the same discussion); concept searching; and tools that
allow users to quickly drill down to key documents, subject
matters, and people.
Funding is needed for new initiatives that will further decrease
the lag time faced by investigative staff in the handling of case
materials. Investments planned for FY 2014 include finalizing
a single, dedicated unit to support all Enforcement teams
with the receipt and loading of materials produced during
an investigation; introducing a large file transfer capability to
permit the electronic transmittal of data directly from entities
that would replace the current mode of submitting content
via the mail for manual tracking and loading; implementing
a document management system for Enforcement’s internal
case files; and revamping the current Bluesheets tools used
to collect trade data from market participants.
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The SEC has begun implementing certain investments to
integrate and streamline the number of technical platforms
and applications currently in use across the Division of
Enforcement that is expected to reduce the administrative
burden on investigative and trial teams while lowering overall
maintenance costs for the agency. These integrated solutions
include:
• A revitalized intranet portal providing staff with an easy
to navigate, fully searchable repository of content
and standard templates so that staff can access core
knowledge and best practices spanning the entire
national program;
• Expansion of Enforcement’s case management system,
the HUB, to cover the full life-cycle of matters including
actions, litigation, and non-financial related collections
and distributions information; and
• A single system to track end-to-end processing of
evidence (e.g., scanning, converting, IT forensics), to
replace a number of existing disparate systems. This new
system will allow investigative staff to monitor the status
of evidence and will further enhance the Commission’s
chain-of-custody controls.
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The Division of Enforcement also requires the technology
necessary to implement many of its risk-based initiatives.
For example, Enforcement is aggressively pursuing the use
of pattern analysis to support the early detection of potentially
fraudulent activity through semantic modeling and the use of
other complex analytical tools. Enforcement is assembling
integrated project teams whose members possess strong
knowledge of financial instruments, market participants, and
trading practices to drive the work of technology experts on
its projects.
To take advantage of the increasing volume of data in the
SEC and available through the marketplace, the Division of
Enforcement is establishing a prototype to identify potential
insider trading patterns across multiple securities and related
information such as merger and acquisition announcements or
other activities that affect the markets. Additional funding will
allow the agency to deploy the system and broaden the types
of event data that can be integrated into the models. The SEC
is also planning investments to incorporate Self-Regulatory
Organization (SRO) referrals into the SEC’s TCR system as well
as adding features that enable the system to aggregate tips
and complaints data that may be concentrated in particular
market sectors (e.g., microcap trading, to identify and target
gatekeepers who appear to aide fraudulent practices). All of
these capabilities are geared toward improved efficiency,
effectiveness, and promotion of cost-saving measures across
the Division of Enforcement.
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WORKLOAD DATA
FY 2012
Actual

FY 2013
CR

FY 2014
Request

15,429

15,400

15,400

1,077

1,100

1,130

269

283

306

806

850

900

1,475

1,500

1,500

675

711

765

Opened

462

470

480

Pending at End of Year

548

620

620

272

275

280

1,876

1,910

1,910

292

308

330

1,219

1,302

1,401

Activity
Intelligence Analysis
Investor Tips and Complaints1
Matters Under Inquiry (MUIs) Opened
FTE
Investigations
Opened
Ongoing at End of

Year2

FTE
Proceedings
Administrative:

Civil Litigation:
Opened
Pending at End of
FTE
Total FTE

Year3

1

This number is based on the actual number of TCRs received by the SEC and recorded in its online TCR database in FY 2012. The number reflects a reduction from prior
years, attributable largely to the significant enhancements made by the SEC to its systems and processes for receiving, handling and classifying TCRs. The agency has
created a centralized database to collect and store all TCRs received by the SEC. This has significantly reduced duplicative, non-securities related and spam submissions
that accounted for a large percentage of complaints previously received through the SEC’s complaint systems.

2

“Ongoing” investigations are those in which the investigation remains active. It excludes those that are open solely because they are in litigation, those in which the SEC
is seeking to collect assets and funds to satisfy outstanding judgments and debts owed to the SEC, those in which the SEC is distributing funds to harmed investors,
and those that are in some other post-litigation activity. “Ongoing” investigations also exclude those that are in the process of being closed due to the lack of evidence
of wrongdoing. The number of ongoing investigations is trending downward due to an increased emphasis by the Division on efficiency, as well as improvements to the
case closing process.

3

“Pending at End of Year” refers to those enforcement actions, filed civilly or administratively, that remain open due to ongoing litigation, post-judgment issues such as
delinquent debts or distributions, and those that are in the closing process.
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Office of Compliance Inspections and Examinations
FY 2012
Actual

(DOLLARS IN THOUSANDS)

FY 2013
CR

FY 2014
Request

FTE: Headquarters

145

155

223

		Regions

675

761

904

		Total

820

916

1,127

$ 169,237

$ 199,727

$ 236,066

80,011

82,206

Cost: Salaries and Benefits
		 Non-Personnel Expenses
Total

$

249,248

$

281,933

119,781
$

355,847

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

1,048

23

11

45

The Office of Compliance Inspections and Examinations
(OCIE) conducts the SEC’s National Examination program.
Staff examinations are designed to: (1) improve compliance;
(2) prevent and detect fraud; (3) monitor risk; and (4) inform
regulatory policy. The results of OCIE’s examinations are
utilized by the Divisions of Investment Management and
Trading and Markets to inform rule-making initiatives, by the
Division of Risk, Strategy and Financial Innovation to identify
and monitor risks, and by the Division of Enforcement to
pursue misconduct.
In FY 2014, additional resources are critical in order for OCIE to
meet its objectives and fulfill the agency’s mission. In particular,
resources are needed to address the disparity between the
number of exam staff and the growing number and complexity
of registered firms, particularly in the investment management
industry; continue implementation of certain provisions of the
Dodd-Frank Act; and more effectively risk target, monitor, and
examine market participants. OCIE also will further enhance
training and expertise of examiners in fraud detection, new
products, trading strategies and other issues, and will continue
ongoing efforts to improve its risk assessment and surveillance
methodologies. Additionally in FY 2014, OCIE will continue to
promote industry compliance efforts through the Compliance
Outreach program. The Office requests an additional 325
positions to accomplish these goals.
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In response to an ever-changing and evolving regulatory
environment, the examination program has implemented
an ongoing continuous improvement process across the
following critical areas: people, strategy, structure, process,
and technology. The program intends to use the additional
resources requested in FY 2014 to continue implementing key
improvement initiatives in these areas while also addressing
critical market issues and industry developments impacting
the examination program. Overall, in FY 2014, OCIE will
continue program improvement initiatives from prior years
and will continue to focus resources on higher-risk entities
and activities.
The additional resources requested for OCIE will permit the
program to further address the disparity between the number
of exam staff and the growing number and complexity of
registered firms, particularly with respect to investment
advisers. In addition, the added resources will allow for
the continued implementation of various provisions under
the Dodd-Frank Act and enable the program to further
enhance and improve risk identification and assessment
efforts. OCIE’s risk-based program is designed to focus the
SEC’s resources on those firms and practices that have the
greatest potential risk of securities law violations that can harm
investors and the markets. The following summarizes key
observations, issues, and challenges impacting the SEC’s
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examination program, all of which have influenced OCIE’s
staffing requests in FY 2014.
The SEC-Regulated Securities Markets Dwarf the Examination
Program: At the beginning of FY 2014, under the new
regulatory framework, OCIE will oversee approximately 14
entities that provide clearing agency functions, the PCAOB,
MSRB, and FINRA. Additionally, although the Dodd-Frank
Act did shift the responsibility for examining small investment
advisers to the states, it expanded the SEC’s responsibilities
by adding to its jurisdiction a significant number of potentially
large and complex entities such as municipal advisors, private
fund advisers, and securities-based swap participants.
Overall, the size of the SEC regulated community dwarfs the
size of the current examination program.
Exam Coverage of the Securities Market Remains Limited: There
is no self-regulatory organization (SRO) supplementing the
SEC’s examination of funds and advisers, and more than
one-third of advisers have never been examined. Significant
additional resources are critical to the exam program in order
to improve the examination levels of investment advisers.
With respect to broker-dealers, the program is supplemented
by SRO oversight, and together the SEC and SROs examined
close to 50 percent of broker-dealers in some manner during
FY 2012. However, the program has examined less than one
percent of the approximately 160,000 branch offices in the
previous 10 years. Even considering the aggregate branch
office exams of the SEC and the SROs, regulators are still
examining well below one percent of broker-dealer branch
offices annually.
Increases in the Regulatory Population and Complex New Products
and Lines of Business Complicate Examination Oversight: The
largest increase in registered entities has occurred among
investment advisers, which grew from nearly 7,600 advisers
managing approximately $21 trillion in assets a decade ago to
an estimated 11,000 advisers managing $50 trillion in assets
in FY 2014. At the same time, additional challenges to the
examination staff are posed by the increased use of new and
complex products, including derivatives and certain structured
products; the increasing use of technology in operations that
facilitate such activities as high-frequency and algorithmic
trading; and the growth of complex “families” of financial
services companies with integrated operations that include
both broker-dealer and investment adviser affiliates.
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Legislative Changes as Mandated By the Dodd-Frank Act Are Having
a Significant Impact On the Exam Program: Additional staffing is
needed to continue implementation of various provisions of the
Dodd-Frank Act. For example, the registration of private fund
advisers has brought additional registrants with increasingly
complex business lines under the exam program’s purview.
Additional staff will permit expanded coverage in this area.
Further, other provisions under the Dodd-Frank Act dealing
with, among others, swap participants, clearing agencies,
and municipal advisors will continue to require staff resources
in FY 2014.
Independent Third-Party Reviews Have Criticized the SEC for Not
Having Sufficient Examination Resources: Several independent
bodies have consistently identified inadequate resources as
being a significant impediment to exam program effectiveness.
For example, an International Monetary Fund review of the SEC
stated, that “the lack of sufficient resources currently has a
major negative impact on the effectiveness and credibility of the
inspection and examination systems of the SEC with regard to
IAs.” Likewise, the SEC’s Office of the Inspector General noted
this as well stating, “OCIE’s staff resources have not kept pace
with the growth in the number of registered investment advisers”
and “we strongly encourage OCIE and the Commission to make
available the necessary resources to ensure that OCIE is better
able to select investment advisers and investment companies
for examination and better equipped to conduct comprehensive
examinations of these entities.” In addition to these independent
reviews, the Commission’s Study on Enhancing Investment
Adviser Examinations, conducted pursuant to Section 914 of
the Dodd-Frank Act, acknowledged that the “investment adviser
examination program faces significant capacity challenges”
and “requires a source of funding…that is sufficiently stable
to prevent adviser examination resources from periodically
being outstripped by growth in the number of registered
investment advisers.”
Given the limited resources currently available to the
examination program and due to existing challenges, OCIE
underwent a critical self-assessment process that will guide the
program in the coming years as it addresses these challenges.
The Office is requesting 325 additional positions and intends to
use these resources to begin addressing the issues identified
above, including increasing examination coverage levels of
investment advisers, addressing new responsibilities under
the Dodd-Frank Act, and other improvements.
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Examinations of Advisers and Broker-Dealers
In FY 2014, the examination staff will continue its focus on
high risk entities and activities and intends to use additional
staffing to, among other things, improve risk assessment and
surveillance functions and continue to address the disparity
between the number of staff and regulated entities. The staff
will address timely developments in the securities markets
through targeted, sweep, and cause examinations and will
also implement oversight initiatives related to the Dodd-Frank
Act. Of the total staffing request for the examinations program,
the SEC plans to dedicate 280 additional positions for these
activities, as described further below.
Improving Overall Coverage of Registered Advisers: The number
of registered advisers and their assets under management has
grown steadily over the last several years. During the same
period of time, staff resources allocated to this program area has
not kept pace with the growing responsibilities. This trend has
made it more difficult for the program to maintain an effective
level of coverage and oversight of its registered advisers. While
several thousand smaller advisers have transitioned to state
registration due to the Dodd-Frank Act, it is estimated that there
will still be nearly 25 advisers per examiner in FY 2014. Further,
it is anticipated that the population of advisers will continue to
grow and the firms registered with the SEC will be predominately
larger and more complex. With the additional resources that
would be brought on board throughout FY 2014, OCIE would
expect to be able to examine 14 percent of advisers in that year.
In subsequent years, when these new staff positions would be
on board for a full fiscal year, they would support a coverage
level of about 16 percent of advisers.
Examinations of Newly Registered Private Fund Advisers:
In FY 2012, new regulatory requirements pursuant to the
Dodd-Frank Act required that certain private fund managers
register with the Commission. Since the effective date of the
legislation, approximately 1,500 private fund advisers have
registered with the SEC for the first time. These new registrants
have never been registered, regulated, or examined by the
SEC and manage thousands of hedge funds and private equity
funds. During FY 2013, OCIE launched a coordinated national
examination initiative designed to establish a meaningful
presence with these newly registered advisers. In order to
continue this initiative and to effectively fit these advisers into
the examination program, in FY 2014, along with other currently
registered private fund and other advisers, OCIE will require
additional staffing for these potentially large and complex firms.
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Examinations of Newly Registered Municipal Advisors: The
Dodd-Frank Act requires the registration of certain entities
and persons deemed “municipal advisors.” The SEC currently
estimates that more than 1,000 entities and potentially
thousands of individuals will register as municipal advisors.
OCIE will be required to devote resources to develop a riskbased approach to overseeing these advisors.
Improving Overall Coverage of Investment Company Complexes:
OCIE continues to maintain examination oversight responsibility
for more than 800 investment company complexes.
These complexes include close to 10,000 mutual funds and
exchange traded funds (ETFs), which hold approximately
$14 trillion in investor assets. The examination program will
continue efforts to improve coverage of these fund complexes
that will be critically important given the increasing complexity
of investment strategies pursued by some funds, the significant
growth in ETFs, and the relative riskiness of certain funds.
New Procedures and Practices to Address Reforms to Securities
Regulations: OCIE expects to implement additional examination
procedures and techniques in FY 2014 that are necessary to
scrutinize compliance with new, amended, or recently adopted
regulatory requirements with respect to private funds, swap
dealers, and municipal advisors, among others.
Verification of Assets and Controls at Broker-Dealers and Advisers:
The additional staff requested for FY 2014 will help to continue
OCIE’s practice of verifying the existence and appropriate
safeguarding of investor assets managed by advisers and
held by broker-dealers. During the examinations of advisers,
funds, and broker-dealers in FY 2014, staff will also review the
processes and controls for valuation of complex, illiquid assets;
financial controls and the adequacy of net capital of brokerdealer firms; and the sales of complex products by brokerdealers and advisers, especially in the retirement marketplace.
Examinations Targeting Higher Risk Entities, Including an
Emphasis On Tips, Complaints and Referrals: In FY 2013 and
FY 2014, significant time and resources will be devoted
to improving the SEC’s surveillance and risk assessment
functions. A variety of projects are currently underway aimed
at enhancing information gathering and analysis techniques
to transform both quantitative and qualitative information into
intelligence that will improve targeting of limited resources to
areas of greatest need. OCIE anticipates that improvements
in risk assessment and surveillance activities, combined
with other initiatives aimed at incentivizing whistleblowers
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and improving the agency’s tracking and monitoring of tips,
complaints, and referrals, will necessitate more time spent
on conducting examinations of the relevant entities.
Expanded Large Firm Monitoring Program: Certain large and
complex firms pose significant risk to the various markets
and to their customers due to their size, complexity and
connectivity with other large firms and financial institutions.
These risks are evident in the breadth and complexity of
product offerings, the large volume and number of customer
transactions generated by such firms, the significant levels
of firm inventory, and the high concentration of customer
assets at the firm.
These large and complex firms also pose greater systemic
risk as they tend to dominate certain significant capital market
activities including the secured funding markets, the tri-party
repo market, prime brokerage services, securitizations and
other structured product activities. As a result, the staff is
adopting an enhanced, collaborative approach to both
monitoring and examining these large firms. Additional
resources will be required to focus on areas such as financial
issues (e.g., funding and liquidity), including stress test
models, and sales practice issues associated with derivatives,
structured products and securitization.
Proactive Industry Compliance Initiatives: In FY 2013 and
FY 2014, OCIE and other SEC staff will continue efforts aimed
at encouraging stronger industry compliance programs.
These efforts include conducting OCIE’s Compliance
Outreach program, which provides information and resources
for compliance personnel of registered entities, as well as
issuing public reports and Risk Alerts concerning areas of
regulatory interest.
Examinations and Oversight of Certain Swap Participants:
Several sections of the Dodd-Frank Act concern swap
market participants. Specifically, pursuant to Title VII of the
Dodd-Frank Act, several new categories of persons will be
required to register with the Commission, including, among
others, security-based swap dealers and major securitiesbased swap participants. These persons and/or entities will
be subject to examination by the Commission. In order to
continue implementation of related Dodd-Frank Act provisions,
OCIE is requesting additional positions in FY 2014 to provide
expertise, coordinate efforts with other regulators, and conduct
inspections of these newly registered market participants.
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Examinations of Clearing Agencies
and Swap Data Repositories
In FY 2014, OCIE will continue to expand and enhance its
oversight of clearing agencies as a result of the Dodd-Frank
Act. As part of the Dodd-Frank Act, the SEC, as a supervisory
agency for securities clearing agencies, is directed to conduct
inspections, on at least an annual basis, of securities clearing
agencies that are designated as “systemically important,”
cover systemic risk and safety and soundness as part of
the SEC’s examination scope, and conduct examinations
in consultation with the Board of Governors of the Federal
Reserve System. In addition, the Dodd-Frank Act requires
Swap Data Repositories (SDRs) to become registrants and
provides examination authority to the SEC for these entities.
As a result of the Dodd-Frank Act, not only has the scope
of examinations expanded, the number of clearing agencies
required to be examined by the SEC also has increased.
Examinations of these entities are complex and time
consuming and require particular expertise in an evolving area.
OCIE is requesting 15 additional positions to permit clearing
agencies to be examined annually to enhance ongoing
monitoring and to continue communication and coordination
efforts with the Federal Reserve and other regulators.
In addition, as SDRs become registrants, additional staff will
be needed to perform periodic examinations. OCIE requests
positions for the program to create a dedicated team
of derivatives and clearing specialists that will be able to
conduct cross-sector examinations of clearing agencies,
collaborate and respond to requests for assistance from the
Division of Trading and Markets and other regulators engaged
in clearance and settlement oversight, and provide clearing
and CDS/derivatives expertise to OCIE as a whole.

Additional Significant Examination
Program Efforts
OCIE requires additional staffing to continue its outreach
efforts and oversight of other registered entities, in addition to
expanding the current level of oversight over advisers, brokerdealers, and clearing agencies, as discussed below.
Self-Regulatory Organization (SRO), Market Center, and Swap
Execution Facility (SEF) Inspections: In FY 2014, OCIE will
conduct risk-based inspections of the SROs, including exams
of national securities exchanges, enhanced reviews of FINRA
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pursuant to Section 964 of the Dodd-Frank Act, risk focused
exams of FINRA District Offices and an exam of the Municipal
Securities Rulemaking Board (MSRB). OCIE will also continue
to follow-up on TCRs related to the SROs, including systems
compliance TCRs, and will conduct cause exams of SROs as
necessary. In addition, OCIE will conduct exams of Alternative
Trading Systems and other market centers registered as
broker-dealers. Further, swap execution facilities that are
required to register with the Commission pursuant to the
Dodd-Frank Act will be subject to examination in FY 2014.
To adequately fulfill current obligations, and in particular to
ensure regular oversight of SROs and SEFs, 10 additional are
requested for this area.

technology initiatives. Significantly, the Risk Analysis and
Surveillance unit will continue its efforts to improve the risk
targeting of firms and activities by helping to monitor and
assess risks of all registered entities, including advisers,
registered funds, privately offered pooled vehicles, and
broker-dealers. OCIE’s Chief Counsel’s group will continue to
provide legal and other interpretative advice to the program
while also overseeing the exam program’s internal compliance
program. Fifteen additional positions are requested in FY 2014
to support the functions of these groups.

Public Company Accounting Oversight Board (PCAOB): In the
current market environment, the PCAOB has an increasingly
critical role in establishing auditing standards for public
company audits and for ensuring that audit reports are
informative, fair, and independent. The Dodd-Frank Act
provides expanded authority to the PCAOB to oversee audits
of broker-dealers that were not previously within the PCAOB’s
jurisdiction. In FY 2013 and FY 2014, the examination staff
will follow up on findings and recommendations related to the
PCAOB’s inspection program, monitor new developments
relating to SEC-registered broker-dealers, and continue its
ongoing program of conducting periodic examinations of key
risk areas at the PCAOB in collaboration with staff from the
SEC’s Office of Chief Accountant.

Continued Development of Comprehensive Examination Platform:
OCIE will continue to improve and enhance a comprehensive
program tracking and examination management system.
The system provides examiners with a complete repository
of exam related data and information that allows the staff to
conduct exams more effectively and analyze trends across
the program.

Transfer Agents: OCIE will continue to conduct risk-based,
cause, and special examinations of transfer agents, including
some joint examinations with Federal banking regulators.
The staff will review the services offered by transfer agents
that are beyond their traditional functions, and review transfer
agents’ safeguarding of customer information and custody
of shareholder funds, with a special focus on the custody of
lost or escheatable securities to prevent shareholder fraud.
Five additional positions are requested to be devoted to this
area in order to provide additional expertise and conduct
inspections of these entities.
Office of Managing Executive (OME) and Chief Counsel: OCIE’s
OME will continue to support the examination program in
a number of critical areas during FY 2014, including risk
analysis and surveillance, registration, training, and information
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Information Technology Investments
and Initiatives

Improvements to IT Infrastructure: In FY 2014, the exam
program will continue to focus on identifying and acquiring
additional data sets and information that can be utilized in
risk assessment efforts, examinations, and other related
initiatives. Further, due to new rules and regulations, there
are a variety of improved and new data sets that will be utilized
by the program in FY 2014, including, for example, updated
information collected through the Form PF (Private Funds).
The exam program requires an appropriate technological
infrastructure for this data so that it can be easily accessed,
analyzed, and disseminated.
Data Analysis Tools: In FY 2013 and FY 2014, OCIE will focus
on identifying and acquiring tools and resources that will
permit more efficient and effective analysis and synthesis of
data. These tools will assist in the analysis of large amounts
of data and will potentially help generate alerts and exception
reports focused on identifying registered entities that require
additional follow-up by the staff. These tools also will improve
risk assessment and surveillance efforts by providing the staff
with a greater ability to monitor for trends and emerging fraud
risks or red flags, ultimately enabling the staff to allocate and
target SEC resources more effectively.
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WORKLOAD DATA
FY 2012
Actual1

FY 2013
CR

FY 2014
Request

Investment Adviser Examinations

974

1,150

1,500

Investment Company Examinations (includes administrators)

104

115

130

Activity

SRO Program Inspections

38

32

30

Broker-Dealer Examinations

443

475

525

Transfer Agent Examinations

42

40

45

Clearing Agency Examinations

5

12

15

PCAOB Inspections

0

1

0

820

916

1,127

Total FTE
1

Out year estimates may be impacted by a number of factors beyond the office’s control, including, but not limited to, increases in the complexity of firms being examined;
higher than anticipated attrition rates; and, unanticipated delays and/or changes in the budget approval process. Given the time required to bring on-board new staff after
hiring levels are approved, the full effect of FY 2014 positions will not be realized until later years.
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Division of Corporation Finance
FY 2012
Actual

(DOLLARS IN THOUSANDS)

FTE: Headquarters
Cost: Salaries and Benefits

$

		 Non-Personnel Expenses
Total

$

FY 2013
CR

FY 2014
Request

448

471

494

91,798

$ 103,297

$ 113,081

36,719

36,568

47,411

128,517

$

141,865

$

160,492

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

9

82

380

23

Continuing investor interest regarding the quality of financial
reporting, and significant changes in disclosure and other
requirements applicable to reporting companies have
contributed to a changing regulatory environment affecting the
securities markets. In support of the Commission’s mission to
protect investors, maintain fair, orderly, and efficient markets,
and facilitate capital formation, the Division of Corporation
Finance (CF) seeks to ensure that investors are provided with
material information in order to make informed investment
decisions, both when a company initially offers its securities to
the public and on an ongoing basis as it continues to provide
information to the marketplace. The Division also provides
interpretive assistance to companies on SEC rules and forms
and makes recommendations to the Commission relating to
new rules and revisions to existing rules.
In FY 2014, CF plans to continue its multi-year effort to
enhance its disclosure reviews of large companies, continue
to review draft registration statements submitted by emerging
growth companies under the Jumpstart Our Business Startups
(JOBS) Act, and prepare and finalize the remaining rules
to implement the Dodd-Frank Act and JOBS Act. CF will
consider the impact of SEC rules and regulations on small
business capital formation and evaluate trends in increasingly
complex offerings. The Division also will continue to focus on
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exceeding the review cycle requirements of the SarbanesOxley Act, and process in a timely manner all requests for
confidential treatment associated with filings.
The Division requests 25 additional positions in FY 2014 to
meet its goals. In FY 2014, CF plans to take a number of
actions to enhance the Division’s role in promoting full, fair,
and timely disclosure of information for investors.
Review of Filings: The Division selectively reviews filings made
under the Securities Act of 1933 and Securities Exchange
Act of 1934 to both monitor and enhance compliance with
disclosure and accounting requirements. These filings include
those of new issuers and companies already reporting under
the 1934 Act. The Division concentrates its review resources
on critical disclosures that appear to conflict significantly with
Commission rules or applicable accounting standards or
that appear to be materially deficient in explanation or clarity.
The staff may review more than one disclosure document from
the same company in a single fiscal year.
CF selectively reviews registration statements and other
transactional filings (i.e., filings relating to capital raising or
business combinations) made under the 1933 Act and the
1934 Act. In addition, the Sarbanes-Oxley Act requires the
SEC to review disclosures made by companies reporting
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under the 1934 Act at least once every three years and
more frequently where circumstances warrant. This review
is required to include the company’s financial statements.
The Division reviews the disclosures of many companies
more often than once every three years. In the case of the
very largest and financially significant companies the staff
may review their filings continuously throughout the year.
In the course of a review, staff may issue comments to a
company to elicit better compliance with applicable financial
statement and other disclosure requirements. In response
to those comments, a company may revise its financial
statements or amend its disclosure to provide additional
or enhanced information, or may undertake to revise its
financial statements or other disclosures in future filings.
This review and comment process deters fraud and facilitates
investor access to information necessary to make informed
investment decisions, thus enhancing the efficiency of the
capital markets. Where appropriate, CF refers matters to the
Division of Enforcement.
In FY 2014, the Division plans to strengthen its core disclosure
review program, and expand its enhanced and continuous
reviews to include more large companies with significant
market capitalization. These enhanced and continuous
reviews enable staff to provide comments to companies to
enhance their disclosure to investors. The Division also plans
to increase staff resources to evaluate filing review outcomes
for consistency, efficiency, and quality, and ensure that filing
reviews are consistently being conducted with professional
competence and integrity.
Rulemaking and Interpretive Advice: The Division recommends
new rules or changes to existing rules to the Commission
where statutorily mandated and as needed to improve investor
protection and to facilitate capital formation. The Division also
provides advice to companies, investors, and their advisors
through issuance of staff legal and accounting bulletins,
staff disclosure guidance topics, updates to the division’s
financial reporting manual, no-action and interpretive letters,
compliance and disclosure interpretations and guidance on
the Commission’s web site, and responses to telephone and
e-mail inquiries.
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During FY 2013 and FY 2014, the Division anticipates
implementing several final rules relating to certain executive
compensation provisions of the Dodd-Frank Act, including
rules concerning disclosure of pay versus performance, pay
ratios, employee and director hedging, and listing standards
requiring clawbacks of incentive compensation in certain
cases. The Division also anticipates implementing final rules
relating to disqualification of felons and other “bad actors”
from certain exempt offerings, and final rules relating to risk
retention for asset-backed securities.
During FY 2013 and FY 2014, the Division also anticipates
implementing rules required by the JOBS Act, including
modifying the prohibition against general solicitation and
advertising under Regulation D of the Securities Act and the
rules regarding the registration and reporting requirements
under Section 12(g) of the Exchange Act, developing a new
exemption from registration for crowdfunding transactions and
a new small issues exemption. As with any new rulemaking,
the Division may see an increase in the number of interpretive
requests related to implemented rules throughout FY 2014.
In addition, the Division anticipates that it will undertake
a review of certain regulatory requirements, including
those related to disclosure requirements, the definition
of “accredited investor,” and other rules impacting small
business. The Division will also consider recommendations
received from the Commission’s Advisory Committee on
Small and Emerging Companies.
Finally, in FY 2014, the Division will continue to respond to
requests for interpretative guidance by writing letters, posting
information on the SEC’s Web site, and through other means.
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WORKLOAD DATA
FY 2012
Actual

FY 2013
CR

FY 2014
Request

4,380

2,880

2,880

9,140

8,722

8,722

48%

33%

33%

IPO 1933 Act

520

515

515

New 1934 Act

145

140

140

New Issuer Reviews3

665

655

655

Total Reviews

5,045

3,535

3,535

Confidential Treatment Requests

1,590

1,585

1,585

No-Action Letters/Interpretive Requests

180

175

175

No-Action Letters (Shareholder Proposals)

330

325

325

448

471

494

Activity
Review
Reporting Company Reviews
Reporting Companies Filing with the

SEC1

Percentage Reviewed2
Number of New Issuer Reviews

Rulemaking and Interpretive
General Advice and Coordination

Total FTE
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1

For purposes of this presentation, a reporting company is defined as one that has filed an annual report during the prior fiscal year.

2

Because the Division has established a goal of annually reviewing the disclosures of at least 33 percent of reporting companies, this percentage is presented as the
projected level of review for future periods. The Division typically exceeds this minimum review level.

3

Because of uncertain market and economic conditions, the Division does not project any growth in the level of transactional filings. Transactional filings above the projected
levels could result in an increase in review time and a reduced number of reviews of reporting companies for the year.
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Division of Trading and Markets
FY 2012
Actual

(DOLLARS IN THOUSANDS)

FTE: Headquarters

FY 2013
CR

225

Cost: Salaries and Benefits

$

		 Non-Personnel Expenses

285

46,837

$

19,494

Total

$

FY 2014
Request

56,778

284
$

23,022

66,331

$

79,800

68,614
27,340

$

95,954

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

54

142

85

3

The mission of the Division of Trading and Markets (TM) is to
establish and maintain standards for fair, orderly, and efficient
markets, while fostering investor protection and confidence in
the markets. In furtherance of this mission, TM is requesting
25 additional positions in FY 2014. These additional resources
will enable TM to continue to assume the substantial new
responsibilities required of it under the Dodd-Frank Wall Street
Reform and Consumer Protection Act (Dodd-Frank Act) and
the Jumpstart Our Business Startups Act (JOBS Act). It will
allow TM to sustain and enhance its existing supervision
of securities markets, securities market infrastructure, and
securities firms.
TM supervises the major participants in the U.S. securities
markets. As of FY 2012,17 securities exchanges (equities
and options), approximately 4,600 broker-dealers, eight active
clearing agencies, approximately 460 transfer agents, the
Financial Industry Regulatory Authority (FINRA), security futures
product exchanges, and securities information processors
were under TM supervision. TM works closely with the Office
of Credit Ratings (OCR) to supervise 10 nationally recognized
statistical rating organizations (NRSROs) and with the Office
of Municipal Securities (OMS) to supervise the Municipal
Securities Rulemaking Board and municipal advisors.1

1

The scope of these supervisory responsibilities is expected
to continue to increase. Over the past few years, seven new
securities exchanges registered with the Commission, and
TM anticipates a further increase in the number of registered
securities exchanges in FY 2013 and FY 2014 (estimated at
up to four additional new registrants) for a total of 11 new
securities exchanges registered in recent years. Over the
same time period, the Division also anticipates a further
increase in the number of active clearing agencies (estimated
at up to six new registrants). TM also expects a significant
number of new registrants under the Dodd-Frank Act and
the JOBS Act once registration requirements under those
laws go into effect. These new registrants include securitybased swap execution facilities (SEFs) (an estimated 20 new
registrants), security-based swap data repositories (SDRs) (an
estimated four new registrants), security-based swap dealers
(an estimated 50 new registrants), major SBS participants,
and crowdfunding portals (an estimated 60 new registrants).
Dodd-Frank Act Implementation: In FY 2013, TM is continuing
significant rulemaking efforts started in FY 2011 to implement
key areas of the Dodd-Frank Act including (1) the wholesale
creation of a regulatory structure for over-the-counter (OTC)
derivatives; (2) the substantially expanded regulation of

The Dodd-Frank Act required the SEC to create several new offices, including the Office of Credit Ratings (OCR) and the Office of Municipal Securities (OMS). The SEC’s
FY 2012 appropriation included funding to establish OCR and OMS. At present, OCR has a staff comprised of approximately 25 lawyers, accountants, and examiners
who are responsible for examining and monitoring NRSROs. OMS presently has a staff comprised of four attorneys who are responsible for administering the rules of the
Commission with respect to the practices of municipal securities brokers and dealers, municipal advisors, and investors in municipal securities.
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NRSROs; (3) the regulation and examination of new clearing
agencies and new clearing agency activities, including
interagency coordination with respect to those agencies
deemed to be systemically significant; (4) restrictions on
certain proprietary trading activities of broker-dealers under the
“Volcker Rule;” (5) restrictions on certain conflicts of interest
arising in connection with activities involving asset-backed
securities (ABS); and (6) the implementation of new rules
relating to the cross-border implementation of rules under
Title VII of the Dodd-Frank Act. TM also expects to undertake
substantial new rulemaking efforts in FY 2013 and FY 2014 to
implement additional areas of the Dodd-Frank Act, including
(1) the establishment of new provisions for transparency in
securities lending; and (2) the review and refinement of the
Commission’s regulation of retail foreign exchange transactions
undertaken by broker-dealers.
In summary, TM is responsible for more than 30 separate
rulemaking initiatives under the Dodd-Frank Act. Many of
these rulemakings are the first step in new ongoing supervisory
and regulatory functions for TM that will extend into FY 2014
and beyond, namely, among other things:
• Regulation of SEFs, clearing agencies, data repositories,
dealers, and major participants in the security-based
swap markets;
• Regulatory reporting and public dissemination of securitybased swap data;
• Mandatory clearing of security-based swaps;
• The cross-border application of the security-based swap
provisions of the Dodd-Frank Act;
• Ongoing implementation of the Volcker Rule with respect
to its restrictions on certain proprietary trading activities
by broker-dealers;
• Ongoing implementation of new restrictions on certain
conflicts of interest arising in connection with ABS
transactions;
• Ongoing implementation of new rules regarding securities
lending; and
• Significantly expedited reviews of self-regulatory
organization (SRO) rule filings.
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TM is also playing a significant role in several interagency
projects mandated by the Dodd-Frank Act, including the
designation of systemically important non-bank financial
entities and financial market utilities under the auspices of
the Financial Stability Oversight Council (FSOC). This work
is in conjunction with the Board of Governors of the Federal
Reserve and the Federal Deposit Insurance Corporation,
mechanisms for the orderly liquidation of certain large
financial companies, including certain large broker-dealers
under the new liquidation authority established by the DoddFrank Act. This coordination involves complex, perennial
regulatory issues and is expected to continue into FY 2014
and beyond.
Additionally, TM is participating in substantial international
coordination efforts relating to OTC derivatives, including
(1) leadership roles in the Financial Stability Board (FSB)
Working Group on OTC Derivatives and the International
Organization of Securities Commissions Task Force on
OTC Derivatives Regulation; (2) participation in other OTC
derivatives groups, including the OTC Derivatives Regulators
Group and an FSB initiative to create an international standard
for margin requirements; and (3) bilateral discussions with
foreign regulators. TM expects that additional responsibilities
may arise based on studies conducted under the Dodd-Frank
Act – including studies related to short sales and the standards
applicable to broker-dealers and investment advisers – as well
as the significant implementation and compliance programs
that will be required for the rulemaking already underway.
Supervision of Securities Markets: TM will face significant new
challenges in FY 2014 regarding its regulation and supervision
of the U.S. securities markets. In FY 2014, the Division plans
to use 10 of the additional positions requested to undertake
its new market-related responsibilities under the Dodd-Frank
Act, as well as continuing challenges in the area of market
supervision. The 10 positions will include five in the Office
of Market Supervision, four in the Office of Analytics and
Research, and one in the Office of Derivatives Policy and
Trading Practices. The new staff would have responsibilities
in the areas identified below.
Securities Market Policy. In FY 2013 and FY 2014, the staff
will address the following developments and issues in the
exchange and OTC markets for securities, among others:
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• Market structure developments, such as the growth of
high-frequency trading and dark liquidity and the potential
for excessive market volatility;

in calendar year 2012. TM also expects to continue to provide
SROs with guidance on rule filing procedures and to continue
to evaluate the efficiency of the rule filing process.

• Developments in the trading of equity securities, including
an evaluation of the appropriate minimum tick sizes for
various types of securities;

Market Data and Analysis. TM expects to continue its work
to develop a more comprehensive audit trail for orders and
trades across markets. In particular, TM expects to monitor
and provide appropriate support to FINRA and the exchanges
in their implementation of the consolidated audit trail adopted
by the Commission in FY 2012.

• The need for better trading and market information for
the Commission staff and SROs to effectively conduct
surveillance and assess market activity across a wide
range of complex trading venues;
• The regulatory framework applicable to exchanges and
other trading venues, including the requirements for
ownership and management of such venues;
• Overall options market structure and developments in the
trading of options, including order execution and priority
practices and execution quality metrics;
• Developments in the markets for fixed income securities,
including the need for more price transparency, better
disclosure, and other investor protections;
• Developments in the OTC equity markets, including their
increased accessibility to retail investors;
• The listing and trading of new derivative products on
exchanges; and
• Developments in technology, including the need to
assure that significant market centers and clearance and
settlement infrastructure are subject to robust technology
standards.
Registration and Rule Filing Processing. In FY 2014,
TM expects to evaluate and review an increasing number
of SRO proposed rule changes and new exchange and
SEF registrations, while monitoring the impact of market
developments. As a result of changes to Commission
procedures mandated by the Dodd-Frank Act, many of
the rule changes filed with the SEC must be approved or
disapproved on a significantly expedited basis, which places
further demands on an already complex and review-intensive
process. Moreover, given the additional entities seeking to
register as exchanges or other rule-filing entities, TM expects
an increase in the number of proposed rule changes,
exceeding the more than 2,400 proposals that were received

In addition, TM, together with the Division of Risk, Strategy,
and Financial Innovation (RSFI) and other offices, will continue
to implement and use the large trader reporting system
adopted in FY 2011 as a mechanism to assist the Commission
in improving oversight of the securities markets. TM, in
connection with the build out of its new Office of Analytics and
Research (OAR), expects to continue to develop other sources
for market data and analysis that will aid the Commission’s
supervision of the ever-expanding securities markets.
Further, TM and RSFI expect to begin utilizing recentlyimplemented tools and systems that facilitate the collection
and analysis of trade and order data from the standard public
market data feeds, as well as from any commercially available
proprietary market feeds provided by individual equities trading
venues. OAR, in conjunction with RSFI, will begin generating
both one-off and recurring reports concerning liquidity, volatility
and other market characteristics. These publications will
expand the amount of publicly available information on these
topics and establish a more sound empirical basis for future
market structure initiatives. Such tools will enable TM and
other Commission staff to perform regular analyses related
to general market depth, order flow, and liquidity, helping
to further inform the Commission’s rulemaking and market
oversight.
Equity Markets. TM will continue to monitor trading in the
U.S. exchange and OTC securities markets, and will consider
initiatives to protect investors and improve the quality of
markets – particularly in light of the continued significant
growth in trading volume and the technological sophistication
of the markets, among other developments. TM will also
consider initiatives with respect to the OTC equity markets.
Fair competition among these markets will continue to be a
focus, including through TM’s review and analysis of rules of
exchanges that seek to list OTC equity securities. TM also
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plans to review whether updates to rules relating to quotations
in the OTC markets are necessary.
Equity and Index Options. In the options markets, TM will
continue to analyze, evaluate, and respond to market structure
changes that result from, among other things, increased
automation, changing trading practices, the continuation of the
penny pilot program, and increased pressure on internalization
practices. TM will continue to evaluate fees charged by
options exchanges and evaluate additional steps to address
concerns with respect to discriminatory fees. Further, TM will
consider ways to enhance the ability to evaluate execution and
market quality for the trading of listed options.
Fixed Income Markets. TM will pursue ideas to improve the
market structure for trading fixed income securities generally,
including the trading of municipal and corporate bonds.
For example, TM will work to implement the recommendations
concerning secondary market trading contained in the
Commission’s July 2012 Report on the Municipal Securities
Market.
Rule Interpretation and Studies. In FY 2013 and FY 2014, the
Division will continue administering numerous rules including
many that are required to be adopted under the Dodd-Frank
Act, as well as the JOBS Act, and expects to interpret and
assist in the enforcement of these rules. TM also expects
a significant number of requests relating to the new OTC
derivative product status and exemptive process established
by the Dodd-Frank Act and the funding portal registration
process to be implemented under the JOBS Act.
New Exchange-Traded Products. TM will continue to
analyze, evaluate, and respond to numerous new exchangetraded product filings, and will continue to evaluate its overall
approach in reviewing these new products. TM will seek
to solicit input from market participants concerning the
proliferation of new products and its overall approach to
reviewing such products.
Short Sales. TM will continue the administration of the short
sale price test rule that became effective in FY 2011, including
responding to interpretive questions. In addition, TM intends
to continue to review whether enhancements to the rules
established to reduce persistent failures-to-deliver resulting
from short sales (i.e., rules addressing so-called “naked” short
sales) are needed. In addition, in FY 2013 and FY 2014, the
Division intends to:
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• Consider whether to recommend new rules on short
selling under the Dodd-Frank Act, which requires the
Commission to adopt rules relating to disclosure of
reporting of short sale positions, and short sale-related
fraud; and
• Consider whether amendments are needed to the
short sale price test circuit breaker rule, based on
a Commission-directed study of the rule by the
Commission’s economists.
Supervision of Securities Market Infrastructure: In FY 2014, TM
also will face growing demands regarding its supervision of
critical securities market infrastructure, with respect to both the
implementation of new Dodd-Frank Act-related responsibilities
and the expansion of its existing oversight program.
In FY 2014, the Division plans to use seven additional positions
in the Office of Clearance and Settlement, with responsibilities
in the areas identified below.
Existing and Systemically Important Clearing Agencies.
TM will expand its oversight of existing clearing agencies,
particularly those that are designated as systemically important
by the FSOC, and will continue to review their rule filings on
an ongoing basis. As with exchanges, many of the clearing
agency rule changes filed with the SEC must be approved or
disapproved on a significantly expedited basis following DoddFrank Act-related changes to Commission review procedures.
Several factors compel this expanded oversight:
• The review of systemic importance established by the
FSOC in FY 2011 under Title VIII of the Dodd-Frank
Act now requires a detailed review of quantitative and
qualitative information by supervisory agencies for
presentation to the FSOC, and TM will be required to
lead certain reviews and contribute to others where TM
has dual oversight of the clearing agency together with
the CFTC. These reviews are required to be renewed
on an annual basis;
• Clearing agencies designated as systemically important
and supervised by TM will be subject to additional
requirements over and above those that exist under the
Exchange Act, including different rule filing procedures
and timelines;
• Clearing agencies designated as systemically important
will also be required to be examined by the Commission
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on at least an annual basis, rather than the two-year
examination cycle currently in place. TM has established
an Office of Clearing Agency Monitoring to support
the Commission’s examination staff in this enhanced
examination regime. Among other responsibilities,
the office will engage in specialized reviews of financial
models and other financial risks associated with clearing
agency activity, coordinating closely with the Federal
Reserve Board;
• Significant industry initiatives are underway to reform
clearing agency practices with respect to the disclosure of
risk management information, the role clearing agencies
in tri-party securities lending activities, shortening the
standard securities settlement cycle and other matters
that will demand substantial time and attention from TM
staff; and
• The accounting disclosure and related governance
practices of clearing agencies that are not part of public
companies are substantially behind those of other
registered clearing agencies necessitating additional work
by TM staff to reach equivalent conclusions regarding the
risk management practices of such clearing agencies.
Security-Based Swap Clearing Agencies. In FY 2013
and FY 2014, the Division anticipates the Commission will
consider adopting additional final rules relating to clearance
and settlement under the Dodd-Frank Act that will expand
the Commission’s oversight of security-based swaps clearing
agencies. Under these rules, TM would undertake (1) ongoing
reviews of the rulebooks and proposed rule changes of these
clearing agencies; (2) reviews of their requests for exemptive
orders and other relief to better harmonize the practices of the
CFTC and the Commission; and (3) reviews of new clearing
business initiatives expected to be pursued as the use of
security-based swaps expands. TM expects that there will
be a materially higher level of work associated with relevant
Commission rules relating to security-based swaps clearing,
as many of the standards are new and the relevant clearing
agencies are expected to be new or recent registrants with
the SEC.
Non-Central Counterparty Clearing Agencies. In FY 2014, the
Division expects to consider recommending the Commission
review the appropriate regulation and oversight of non-centralcounterparty (CCP) clearing agencies whose functions are
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critical to the securities marketplace. If additional regulation is
implemented, TM will need to initiate appropriate supervision
of the 10 to 15 non-CCP clearing agencies that will then be
covered.
International Clearing Agency Standards. TM expects
to consider recommending changes to the Commission’s
clearing agency rules as international standards in the area
are adopted, such as those contained in the Principles for
Financial Market Infrastructures jointly developed by the
Committee on Payment and Settlement Systems and the
Technical Committee of the International Organization of
Securities Commissions (CPSS-IOSCO). In FY 2014, TM
expects to continue to serve in a leadership capacity on the
CPSS-IOSCO committees reviewing clearing agency matters,
and to contribute to other committees reviewing relevant
topics – such as the Basel Committee on Banking Supervision
review of capitalizing bank exposures to central counterparties
commenced in FY2012.
Transfer Agents. TM expects to seek to improve the regulation
of transfer agents during FY 2013 and FY 2014, including by:
• Preparing for Commission review a series of potential
rule proposals designed to modernize the oversight
and regulation of the approximately 460 transfer agents
regulated by the Commission.
• Supporting efforts by the Division of Corporation Finance
and reform proposals arising from the Commission’s
recent Microcap Fraud Working Group roundtable that
would substantially affect transfer agents.
Swap Data Repositories (SDRs). In addition to work related to
the registration of SDRs, TM expects to begin to establish
its program for overseeing new SDRs, including (1) review of
required annual filings and interim amendments to registrations
as a result of changes in operations, compliance reports, and
financial statements; and (2) review of the SDR’s systems and
processes for disseminating real-time transaction prices for
security-based swaps. In addition, once the SDR-related rules
are in place, TM expects that TM and other Commission staff
will perform regular analysis of SDR data to help inform the
Commission’s rulemaking and oversight of the security-based
swap market. TM further expects that the interest of other
U.S. and non-U.S. regulators in security-based swaps will
create new demands for information from or about SDRs that
will require TM support.
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Supervision of Securities Firms: The Dodd-Frank Act also
imposes significant new responsibilities with respect to TM’s
supervision of securities firms, creating new categories of
registrants – security-based swap dealers, major securitybased swap participants, and municipal advisors – in addition
to already regulated broker-dealers. The JOBS Act also
provided for “crowdfunding” brokers and funding portals,
which will require new rules drafted and overseen by TM.
In order to meet the anticipated challenges posed by the
increase in regulated entities and by the new program
initiatives under the Dodd-Frank Act in the area of securities
firm supervision, TM plans to allocate eight new staff positions
to this area in FY 2014. The eight additional positions will
include one new staff in the Office of Chief Counsel, six new
staff in the Office of Broker-Dealer Finances, and one new
staff in the Office of Derivatives Policy and Trading Practices.
General Regulation of Broker-Dealers. TM handles, in
collaboration with other divisions and offices, most issues
related to broker-dealer registration and regulation, liaises with
FINRA and the other SROs regarding broker-dealers, reviews
rule filings of FINRA and the other SROs pertaining to the
regulation of broker-dealers, responds to market participant
requests for no-action or exemptive relief or rule interpretation
issues, and provides analysis for certain actions planned by
the Division of Enforcement. In addition, TM supervises
broker-dealer financial responsibility requirements, including
the requirements for major broker-dealers who calculate net
capital using value-at-risk (VaR) models and who pose the
greatest potential for systemic risk.
Financial Responsibility of Broker-Dealers. TM will continue
to conduct ongoing monitoring of broker-dealers that use VaR
models to calculate net capital, which includes the largest
and most systemically important firms, as well as assessment
of risks arising from broker-dealer affiliates through the 17h
program. TM also is reviewing the adequacy of liquidity
arrangements by these firms, and expects to seek to
strengthen them where appropriate. TM will also recommend
to the Commission final amendments to the rules governing
the financial responsibility of broker-dealers, including the
custody and safekeeping of customer funds and securities.
FINRA Oversight and Rulemaking. TM will continue to work
with FINRA to consolidate and revise SRO rules governing
securities firms during FY 2014. TM will consider SRO rule
changes and amendments in areas such as sales practices,

PAGE

86

F Y 2 0 1 4 C B J , F Y 2 0 1 4 A P P, A N D F Y 2 0 1 2 A P R

supervision of personnel and member firms, and SRO
arbitration. TM will also monitor developments in the areas of
research analysts, broker-dealer information barriers, pension
plan services and initial public offerings. The staff will continue
working with FINRA to create a single rule book for member
regulation that will govern virtually all broker-dealers.
Registration and Regulation of Security-Based Swap
Intermediaries. The Dodd-Frank Act created new categories
of regulated securities market participants: security-based
swap dealers and major security-based market participants.
These new participants will be subject to new registration
requirements, capital, margin, and segregation standards,
daily trading records and other reporting and recordkeeping
requirements, business conduct obligations, confirmation and
other documentation obligations, and other specified duties
enumerated in the statute.
The staff, in conjunction with the Office of Compliance
Inspections and Examinations (OCIE), expects to register
these entities on a rolling basis, monitor market developments
and promulgate new rules where needed, and respond to
numerous interpretive requests in connection with the
requirements placed on these new registrants by the DoddFrank Act.
The demand on agency resources of this registration process
will be especially high to the extent that firms are permitted to
use VaR models to calculate regulatory capital and customer
margin requirements. In order to approve VaR models for
capital and margin purposes, the SEC would need to review the
firm’s internal risk management controls systems with respect
to market, credit, liquidity, leverage, legal, and operational risks
of the firm. After a firm has been authorized to use models,
the staff would monitor the firm’s financial position and risk
management information on an ongoing basis.
SIPC Oversight. TM will continue to participate in the
supervision of the Securities Investor Protection Corporation
(SIPC) and monitor the liquidation of broker-dealers under the
Securities Investor Protection Act of 1970. This responsibility
will continue to require more agency resources due to the
growing number and complexity of issues arising in large
liquidations, such as Lehman Brothers, Inc., Bernard L. Madoff
Investment Securities, LLC, and MF Global, Inc. TM will also
continue to implement various initiatives agreed in connection
with recent GAO and OIG reports on the Commission’s
oversight of SIPC.
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Additional Commission Rulemaking regarding Securities
Firm Supervision. TM will continue rulemaking efforts related
to the implementation of the Dodd-Frank Act as well as
abusive or unfair market or trading practices. For example,
in FY 2013 and FY 2014, TM anticipates:
• Continuing its work in the anti-money laundering and
counter-terrorist financing area. This work involves not
only the oversight of SRO rule filings in this area, but
considerable outreach and technical assistance efforts,
including participation in the Bank Secrecy Act Advisory
Group, the Financial Action Task Force, and the Federal
Financial Institutions Examination Council. The work also
involves extensive interaction with the Financial Crimes
Enforcement Network;
• Continuing to work with SROs to enhance the brokerdealer registration process, in particular for firms that
perform only limited broker-dealer functions;
• Considering recommending to the Commission
amendments to research analyst rules in light of a recently
issued GAO report;
• Considering recommending to the Commission
amendments to update Regulation M, which, among
other things, prohibits issuers and other distribution
participants from bidding for or purchasing any security
that is the subject of the distribution during a restricted
period;
• Following the publication of the congressionally
mandated study of the standard of conduct applicable
to broker-dealers and investment advisers in FY 2011,
implementing further analysis or proposed rules as
directed by the Commission;
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• Continuing to work on recommendations for final rules
relating retail investors entering into foreign exchange
transactions (“retail forex”). The Commission previously
issued interim final temporary rules to permit retail forex
activity and other agencies (the CFTC, Fed, OCC, and
FDIC) have either proposed or adopted final rules;
• Continuing to work with the SROs to enhance brokerdealer sales practices;
• Continuing its work on the rulemaking to implement the
requirements of Title III of the JOBS Act to enable small
and startup businesses to raise funds through securities
offerings over the Internet through crowdfunding;
• Considering whether to recommend that the Commission
propose rules that would exempt certain limited-purpose
“business brokers” from broker-dealer registration, and
provide guidance concerning the status of finders and
other limited-purpose broker-dealers;
• Co-chairing with the CFTC the Securities Derivatives
Working Group, which has been working to identify
potential AML/CFT vulnerabilities in the securities
industry; and participating in a principles-level task force
led by the Treasury Department to consider threats to the
US financial system more broadly; and
• Recommending that the Commission propose a class
exemption from broker-dealer registration for registered
transfer agents who perform limited broker-dealer
functions in connection with their administration of
dividend reinvestment plans and similar issuer-sponsored
plans. The recommended class exemption would be
similar to prior orders exempting certain Canadian
transfer agents who administer issuer plans but would
be available to any registered transfer agent.

F Y 2 0 1 4 C B J , F Y 2 0 1 4 A P P, A N D F Y 2 0 1 2 A P R

PAGE

87

F Y

2 0 1 4

B U D G E T

R E Q U E S T

B Y

P R O G R A M

WORKLOAD DATA
Activity
Securities Firm Supervision
SRO Proposed Rule Changes Reviewed1
SEC Rulemaking and Interpretive Actions2
Proposed Rule Changes for Swap Dealers2
Interpretive, Exemptive, and No-Action Request Letters Closed3
Analysis of Disclosure Documents Referred by Corporation Finance4
Reviews of Potential Enforcement Actions
Registered Representative Reentry Applications Filed
Congressional, Governmental, Industry, and Public Correspondence and Inquiries5
Analysis of Risk Assessment Reports6
Risk Assessment of Broker-Dealers Filing Form 17-H6
Firms Assessed
Filings Reviewed
Consolidated Supervision of Broker-Dealers and Affiliates7
Risk Supervision of Alternative Net Capital Broker-Dealers7
Firms Assessed
Filings Reviewed
Risk Supervision of OTC Derivatives Dealers and Securities-Based Swap Dealers:7
Firms Assessed
Filings Reviewed
Applications Reviewed
Broker-Dealers
Registrants
Registration Applications Filed
Registration Amendments Filed
Registrations Withdrawn or Cancelled
Financial Reports Filed
NRSROs8
Registrants
Registration Applications Filed
Registration Amendments Filed
Registrations Withdrawn or Cancelled
Financial Reports Filed

FY 2012
Actual

FY 2013
CR

FY 2014
Request

73
15

77
21

85
10

21

25

25

1,050
25
11,780

1,100
25
15,275

1,200
25
16,275

46
198

55
300

65
325

6
72

6
72

6
72

4
16
0

5
20
1

17
68
12

4,823
262
15,491
583
6,733

4,498
235
15,300
560
6,110

4,168
210
15,100
540
5,915

10
0
31
2
10

10
3
20
2
10

11
3
22
2
11
(continued on next page)
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1

This data includes filings, pre-filings, and amendments reviewed.

2

The data captioned “Proposed Rule Changes for Swap Dealers”, reported separately in previous years, have been combined with the data for other SEC rulemaking and
interpretive actions.

3

This data now omit foreign control location letters filed under Rule 15c3-3 of the Securities Exchange Act. Other actions, including ETF class relief letters and certain FAQs,
also have reduced the number of request letters received by TM.

4

This data is omitted because the analysis of disclosure documents is expected to no longer constitute an ongoing material part of TM’s workload.

5

This data combines correspondence and telephone/internet inquiries, which were reported separately in previous years.

6

Data previously captioned “Analysis of Risk Assessment Reports” have been re-captioned “Risk Assessment of Broker-Dealers Filing Form 17-H” for clarity. In addition,
for consistency with other categories, the data are now reported according to the number of firms and filings.

7

Data previously captioned “Consolidated Supervision of Broker-Dealers and Affiliates” have been divided and re-captioned “Risk Supervision of Alternative Net Capital
Broker-Dealers” and “Risk Supervision of OTC Derivatives Dealers and Security-Based Swap Dealers” for clarity and to better account for the supervision of an expected
new class of registered entities, security-based swap dealers. In addition, for consistency with other categories, the data are now reported according to the number of
firms, filings, and applications.

8

This data is included because of the expanded responsibilities assigned to the SEC in connection with the oversight of NRSROs by the Dodd-Frank Act. As described
above, the credit rating agency functions currently being carried out by TM are expected to be transferred to a new Office of Credit Ratings in FY 2012.
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WORKLOAD DATA (continued)
Activity
Municipal Advisors9
Registrants
Registration Applications Filed
Registration Amendments Filed
Registrations Withdrawn or Cancelled
FTE
Securities Market & Infrastructure Supervision
SRO Proposed Rule Changes Reviewed1
Proposed Rule Changes for Security-Based Swap Data Repositories10
NMS & SRO Plan Amendments Filed
SEC Rulemaking and Interpretive Actions
Interpretive, Exemptive, and No-Action Request Letters Closed
Market Continuity Activities11
Automation Inspections
Automation Annual Reports Reviewed
Outages Reviewed
Securities Exchanges12
Registrants
Registration Applications Filed
Registration Amendments Filed
Registrations Withdrawn or Cancelled
Automated Trading System Analyses13
Alternative Trading Systems13
Registrants
Registration Applications Filed
Registration Amendments Filed
Cessations
Quarterly Reports
Security-Based Swap Execution Facilities
Registrants
Registration Applications Filed
Proposed Rule Changes Filed

FY 2012
Actual

FY 2013
CR

FY 2014
Request

991
991
115
35
113

1,071
112
72
32
143

1,151
112
72
32
150

2,258

2,520

2,763

17
19
12

20
10
15

20
13
15

14
12
161

18
17
220

25
20
300

15
0
15
0

17
2
17
0

20
3
20
0

88
5
85
3
340

90
5
87
3
348

92
5
89
3
356

0
0
0

0
0
0

20
20
100
(continued on next page)

9

This data is included because of the expanded responsibilities assigned to the Commission in connection with the oversight of municipal advisors by the Dodd-Frank Act.
As described above, the municipal securities functions currently being carried out by the Division are expected to be transferred to a new Office of Municipal Securities in FY
2012. These data include only firm registrations and omit the natural persons that the Commission currently expects to be registered as municipal advisors (an estimated
21,000 according to the proposed rules for municipal advisor registration).

10

Data previously captioned “Proposed Rule Changes for Security-Based Swap Data Repositories” have been re-captioned “Security-Based Swap Data Repositories” for
clarity. In addition, for consistency with other categories, the data are now reported according to the number of registrants and applications.

11

Data previously captioned “Automation Inspections of SRO and ECN Systems” and “Automation Annual Reports of SRO and Electronic Communication Network (ECN)
Systems” have been grouped under the new caption “Market Continuity Activities” and revised to include new registrants that are expected to be covered by such activities,
including security-based swap execution facilities and security-based swap data repositories. These activities will fully transfer to OCIE in FY 2014.

12

This data is included to reflect the increasing number of securities exchanges expected to register with the Commission and the corresponding workload entailed in
developing and administering the regulatory framework associated with such registrants.

13

Data previously captioned “Automated Trading System Analyses” have been re-captioned “Alternative Trading Systems” for clarity. In addition, for consistency with other
categories, the data are now reported according to the number of registrants, applications, amendments, cessations, and reports. Each alternative trading system must
also register as a broker-dealer, and is therefore included in the data for broker-dealers as well.
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WORKLOAD DATA (continued)
Activity
Clearing Agencies (Active)14
Registrants
Registration Applications Filed
Security-Based Swap Data Repositories10
Registrants
Registration Applications Filed
Transfer Agents15
Registrants
Registration Applications Filed
Registration Amendments Filed
Registrations Withdrawn or Cancelled
Annual Reports Filed
Large Traders16
Registrants
Registration Applications Filed
Registration Amendments Filed
Registrations Withdrawn or Cancelled
Annual Reports Filed
Registered Representative Reentry Applications Filed
FTE
Total FTE
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FY 2012
Actual

FY 2013
CR

FY 2014
Request

8
0

8
0

14
6

0
0

0
0

3
3

340
11
184
60
437

310
10
170
40
400

278
8
160
40
375

19
19
0
0
0
73
112

1,975
1,981
988
25
0
77
142

2,200
250
1,100
25
2,200
85
134

225

285

284

14

This data is included to reflect the increasing number of clearing agencies expected to register with the Commission (in part because of the requirements of the Dodd-Frank
Act) and the corresponding workload entailed in developing and administering the regulatory framework associated with such registrants.

15

This data only includes SEC-registered transfer agents and omit the approximately 135 transfer agents registered with a bank regulatory agency, which the Commission
also oversees.

16

This data is included to reflect a new category of traders that are now required to register with the Commission pursuant to rules adopted by the Commission in 2011.
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Division of Investment Management
FY 2012
Actual

(DOLLARS IN THOUSANDS)

FTE: Headquarters

FY 2013
CR

153

Cost: Salaries and Benefits

$

		 Non-Personnel Expenses

172

33,459

$

13,947

Total

$

FY 2014
Request

36,753

184
$

15,401

47,406

$

52,154

42,130
19,996

$

62,126

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

44

75

59

6

The investment management program works to protect
investors, promote informed investment decisions, and
facilitate appropriate innovation in investment products and
services through regulating the asset management industry.
IM has established the Office of the Risk and Exam Office
(REO) primarily to monitor the risk taking activities of investment
advisers and investment companies, and to implement and
carry out IM’s inspection and examination program. In FY 2014,
REO will continue to expand its risk monitoring program by
using financial data to measure, analyze, monitor, and report
investment risks. It will also continue to expand its on-site
risk monitoring program by meeting with select strategically
important IAs and ICs to discuss their internal risk governance
structure, risk management capabilities, and activities in the
financial markets. Finally, REO will expand its examination
program to include targeted and routine examinations to
support IM’s risk monitoring and policy setting objectives. In
FY 2014, IM requests 8 positions for these initiatives.
The population of advisers registered with the SEC has
changed significantly with the passage of the Dodd-Frank Act.
Under mandates contained in the Dodd Frank Act, an estimated
3,900 advisers to hedge funds, private equity funds and other
private funds are now registered with the SEC. This represents
approximately 40 percent of the SEC’s registered investment

advisers. IM anticipates reviewing the rules and regulations that
apply to advisers generally and determining whether appropriate
modifications are necessary to address business functions,
conflicts and investor concerns that are unique to private
funds. In FY 2014 IM expects to make recommendations to
the Commission to propose and adopt new rules and tailored
rule amendments to specifically address issues related to
private fund advisers. IM requests three positions in FY 2014
to engage in this targeted rulemaking effort.
The IM staff is developing a recommendation that the
Commission issue a proposal to improve the disclosures
made by mutual funds, closed-end funds, and ETFs about
fund operations and portfolio holdings. This proposal could
include modernizing and consolidating certain reporting forms
and require more frequent reporting. If the proposal were
adopted in FY 2014, IM would devote substantial resources
to administer and monitor form submissions and data.
IM requests three positions in FY 2014 for this initiative.
With respect to money market funds, in FY 2013 IM is
continuing work started in FY 2012 to evaluate options
and recommend to the Commission reforms that would be
designed to further improve the regulatory regime and reduce
susceptibility to runs. The proposal would build upon a staff
study completed by the Division of Risk, Strategy, and Financial

F Y 2 0 1 4 C B J , F Y 2 0 1 4 A P P, A N D F Y 2 0 1 2 A P R

PAGE

91

F Y

2 0 1 4

B U D G E T

R E Q U E S T

B Y

P R O G R A M

Innovation in FY 2013. IM plans to consider comments on the
proposed reforms and recommend action to the Commission
in FY 2013 and would implement any final action in FY 2014.

to perform this function, IM works in conjunction with the
SEC’s Office of Compliance Inspections and Examinations
(OCIE), which conducts surveillance and on-site inspections.

Exchange Traded Funds (ETFs) have unique attributes that
present different and often more challenging regulatory
concerns than conventional investment companies. ETFs are
rapidly growing, increasingly complex financial products whose
activities raise significant disclosure, conflict of interest, market
structure, and macro-prudential issues. In FY 2013 and 2014
IM plans to devote additional resources to augment its ability
to respond effectively to product innovation and potential
market stresses in this area. IM requests three positions in
FY 2014 for this initiative.
To respond to growth and increased product sophistication in
the investment company industry IM requests three positions
to expand its disclosure review program and bolster the
program’s technical expertise in complex areas including
derivatives, hedge funds, ETFs, asset-backed arrangements,
credit analysis, portfolio management, securities analysis,
mutual fund trading strategies, and investment company
operations. The three additional positions would return the
staff-to-portfolio ratio for IM’s disclosure review program to
approximately its level in FY 2003.
An important function of IM is communicating with staff from
throughout the agency on the intricacies of investment company
and investment adviser law. In addition, the IM staff focuses
on making sure that regulatory activities are undertaken with
an appreciation for the unique organizational constructs and
business activities of mutual funds and investment advisers.
IM has developed a strong liaison program with the Division
of Enforcement and expects to develop a similar formalized
liaison program with dedicated staff with the examination
team in OCIE; the team of economists in the Division of Risk,
Strategy, and Financial Innovation, the policy-making staff in
the Division of Trading and Markets and the disclosure-review
staff in the Division of Corporation Finance. IM requests five
positions in FY 2014 for this initiative.
To accomplish IM’s goals, IM requests 25 additional positions
in FY 2014.
A primary function of the IM is to administer the Investment
Company Act of 1940 and Investment Advisers Act of 1940
and develop regulatory policy for mutual funds and other
investment companies, and for investment advisers. In order
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With $12.8 trillion in assets as of September 30, 2012,
mutual funds make-up the vast majority of the products
that IM oversees. The investment management industry is
rapidly evolving as competitive pressures and technological
change continue to spur the development of new financial
products. Product innovation has grown rapidly, with
increased complexity posing significant risks to investors
and challenges to regulators. Today, assets of mutual funds
and other investment companies ($14.4 trillion) significantly
exceed the $9.1 trillion of time and savings deposits assets
at commercial banks.
As U.S. households have increased their participation in the
stock market, their investment vehicle of choice has been
open-end management investment companies, commonly
known as mutual funds. Mutual funds are the largest
segment of the investment company industry, accounting for
89 percent of investment company assets. The U.S. mutual
fund industry has grown dramatically over the past thirtytwo years. Assets under management have grown from
$94.5 billion at the end of 1979 to $12.8 trillion at September
30, 2012, a more than 100 fold increase. Over the same
period, the number of mutual fund portfolios has increased
from 526 to 7,664.
More complex investment vehicles are growing in market share
as simpler ones, such as money market funds, are shrinking.
ETFs — a type of exchange-traded product that must register

F Y

as investment companies — have grown rapidly in recent
years and now account for approximately $1.3 trillion in assets,
or approximately 11 percent of the long-term U.S. open-end
investment company industry. In contrast, money market
funds have been losing assets as record low short-term
interest rates and the ongoing European debt crisis continue
to weigh on money market fund investors.
In the wake of the 2008 financial crisis there has been a significant flow of cash into bond funds, accompanied by a lesser
but significant flow of cash out of equity funds. From January
2009 to September 2012 approximately $980 billion flowed
into bond mutual funds while approximately $240 billion flowed
out of equity funds.
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individuals. Approximately 37 percent provide investment
advice to private funds such as hedge funds, private equity
funds, and venture capital funds. The population of advisers
registered with the SEC shifted in 2012 with approximately
2,240 advisers that each have regulatory assets under
management between $25 and $100 million switching to
state registration and about 1,400 unregistered advisers
to private funds becoming newly registered with the SEC.
This change in the population is due to the implementation
of the Dodd-Frank Act. In addition to registered investment
advisers, the SEC also began receiving reports in 2012 from
approximately 2,300 exempt reporting advisers — advisers
whose only clients are private funds and are exempt from
registration with the SEC.

Risk and Exam Office (REO)

Over the long term, the increase in fund assets during the
past three decades can be attributed to a number of factors,
including the increased use of Individual Retirement Accounts
and defined contribution pension plans. The value of
retirement assets invested in mutual funds exceeds $5 trillion.
Forty-one percent of all fund assets and 48 percent of longterm fund assets (excluding money market funds) are held in
retirement accounts. The mutual fund industry now accounts
for 27 percent of total retirement assets and 60 percent of
401(k) assets.
As of January 2, 2013, there are 10,754 SEC-registered
investment advisers reporting approximately $49.6 trillion
in regulatory assets under management. Approximately
60 percent of these advisers provide investment advice to

In order to monitor the risk taking activities of investment
advisers and investment companies, and to implement and
carry out IM’s inspection and examination program, IM has
established the REO. A majority of REO staff will be located
in the New York Regional Office. This reflects the New York
area’s prominent role in the investment management industry
(New York firms account for more than 25 percent of all assets
managed by registered investment advisers) and will aid in the
recruitment of individuals with specialized industry experience.
In FY 2014, REO will continue to expand its risk monitoring
program by using financial data to measure, analyze, monitor,
and report investment risks. It will also continue to expand
its on-site risk monitoring program by meeting with select
strategically important IAs and ICs to discuss their internal
risk governance structure, risk management capabilities, and
activities in the financial markets. Finally, REO will expand
its examination program to include targeted and routine
examinations to support the risk monitoring and policy setting
objectives of IM.
Money market mutual funds represent another area of
emphasis for REO. The Commission adopted reforms in the
regulation of money market funds that became effective in
FY 2010 and FY 2011. The reforms included a requirement
for money market funds to report their portfolio holdings to the
Commission on a monthly basis and an obligation to engage
in stress testing. The Commission has begun more extensive
supervision and surveillance of money market funds based
on this data and stress testing. In FY 2013 and 2014, REO
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plans to devote additional resources to expand and improve
IM’s monitoring and oversight of money market funds and
bring on additional staff with industry and computerized data
analysis expertise in this highly specialized area. A goal of
this initiative is to develop deeper synergies with staff in other
SEC divisions and offices that focus on money market fund
issues and assist in targeted examinations that involve money
market fund industry participants.

Implementing Provisions of the Dodd-Frank Act
Investment Adviser Regulation: During FY 2012, the Commission
implemented rules addressing the Dodd Frank Act changes
to the universe of registered investment advisers for which
IM is responsible. The Dodd Frank Act changed the universe
of regulated entities by increasing the statutory threshold
for Commission registration by investment advisers from
$25 million to $100 million of assets under management;
requiring advisers to hedge funds and other private funds
to register with the Commission; and requiring reporting by
certain investment advisers that are exempt from registration,
such as advisers to venture capital funds.
As a result of implementing the Dodd Frank Act’s changes to
the Advisers Act and accompanying Commission changes
to investment adviser regulations, approximately 1,500
advisers to private funds registered as investment advisers
with the Commission and approximately 2,400 advisers
transitioned to state registration as a result of the increased
assets under management requirement for eligibility for
Commission registration. Now approximately 40 percent
of SEC-registered investment advisers advise one or more
private funds. In addition, over 2,200 investment advisers
to venture capital funds or other private funds with less than
$150 million in assets under management are filing limited
reports with the Commission, but do so in an unregistered
capacity.
In FY 2013, the Commission took the final step in implementing
the Dodd-Frank Act changes to the universe of registered
investment advisers by issuing an order cancelling the
registrations of those advisers that are no longer eligible for
registration with the Commission, but have failed to transition
to state registration as required by the Dodd-Frank Act and
Commission rules. In addition, IM will devote substantial
resources to reviewing the rules for investment advisers in
light of the significant change in composition of registered
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investment advisers as demonstrated by the number
of advisers that now advise one or more private funds.
This review may result in IM making recommendations to the
Commission for the proposal and adoption of rule revisions
or new rules addressing advisers to private funds in FY 2013
and 2014.
One area that IM will be particularly focused on is that of
advertising by advisers to private funds as a result of
prescribed changes to the rules governing advertisement of
private placements, including those of hedge and other private
funds, under the Securities Act that the Commission may
adopt. These changes, proposed in FY 2012, are a result
of enactment of the JOBS Act. Finally, in FY 2014, to assist
the Commission’s examination program, the staff expects
to recommend that the Commission propose amendments
to Form ADV (used to register Investment Advisors) to
accommodate “umbrella registration” concepts that are
commonly relied upon by private fund advisers.
Systemic Risk Reporting for Investment Advisers: IM administered
and monitored the implementation of reporting requirements for
private fund investment advisers to assist the Financial Stability
Oversight Counsel (FSOC) in monitoring for potential systemic
risk, another requirement of the Dodd-Frank Act. In FY 2012,
the largest hedge fund and liquidity fund advisers began to
file systemic risk information with the SEC. In FY 2013 most
remaining registered private fund advisers will begin to file this
systemic risk information. IM will devote substantial resources
to administer and monitor Form PF, which requires investment
advisers who manage private funds to report risk exposure
statistics on a consistent basis. IM will continue to help filers
complete Form PF and interpret the form’s requirements;
coordinate with other financial regulators with respect to
data formats, protocols, and technical specifications related
to receipt and usage of the data; and oversee security of the
data, including limiting data access to authorized organizations
and individuals. Systemic risk information the SEC collects
will be shared on a confidential basis with FSOC.
Joint Rulemaking with Federal Banking Regulators: Together with
three Federal banking regulators, the Commission proposed
rules under the Bank Holding Company Act that would
restrict or prohibit investment advisers affiliated with banks
and similar financial institutions from having certain interests
in, or relationships with, a hedge fund or private equity fund.
The Commission also proposed incentive-based compensation

F Y

rules that would prohibit certain large investment advisers
from providing compensation to employees, directors, or
principal shareholders that is excessive, could lead to material
financial loss to the adviser, or encourages such persons to
take inappropriate risks. These rules, proposed in FY 2011,
are Dodd-Frank Act directives. IM continues to evaluate, in
conjunction with the Federal banking regulators, comments
provided on these rule proposals, and plans to recommend in
FY 2013 that the Commission adopt rules implementing these
provisions. If the proposed rules are adopted, IM anticipates
providing assistance during a transition period for affected
advisers in FY 2014.
Identity Theft Red Flags: In FY 2012, the Commission and
the Commodity Futures Trading Commission (CFTC) jointly
proposed rules to implement a requirement under the DoddFrank Act that the two agencies issue and enforce identity
theft red flags rules. The proposed rules would require certain
entities under the SEC’ jurisdiction to adopt and implement
programs to detect, prevent and mitigate possible identity
theft. The proposed rules would be substantially similar to
rules that other federal agencies adopted in 2007 under a
statutory requirement that did not apply to the SEC and CFTC
until enactment of the Dodd-Frank Act. The SEC and CFTC
received 24 comment letters on their 2012 rule proposal.
Commenters largely supported the proposed rules, although
some requested that the rules not apply to certain types of
entities. In FY 2013, IM expects to recommend that the
Commission adopt, jointly with the CFTC, rule amendments
that are substantially similar to the rules the two agencies
proposed.
NRSRO Rating Removal: In FY 2011, pursuant to a DoddFrank Act mandate, the Commission proposed to remove
references to credit ratings from many of its rules and forms.
The proposed amendments would remove credit rating
references from rules 2a-7 and 5b-3 and Forms N-MFP,
N-1A, N-2, and N-3 under the 1940 Act, and replace them
with appropriate substitutes. The Commission received 25
comment letters on the proposal, most of which supported
the general approach. In FY 2013, IM expects to make
recommendations to the Commission on a final rule, thereby
satisfying a Dodd-Frank Act mandate to remove credit rating
references from rules under the Investment Company Act
of 1940.
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Money Market Fund Rulemaking
In FY 2013, IM is continuing work started in FY 2012 to evaluate
options and recommend to the Commission reforms that
would be designed to further improve the regulatory regime
for money market funds and reduce their susceptibility to runs.
The proposal would build upon a staff study completed by the
Division of Risk, Strategy, and Financial Innovation in FY 2013.
IM plans to consider comments on the proposed reforms and
recommend action to the Commission in FY 2013 and would
implement any final action in FY 2014.

Improved Reporting of Information about Fund
Operations and Portfolio Holdings
In FY 2013, the staff may recommend that the Commission
issue a proposal to improve the disclosures made by mutual
funds, closed-end funds, and ETFs about fund operations and
portfolio holdings. This proposal could include modernizing
and consolidating certain reporting forms and require more
frequent reporting. If the proposal were adopted in FY 2014,
IM would devote substantial resources to administer and
monitor form submissions and data.

Other Rulemaking
In FY 2014, IM anticipates that additional staff time will be
devoted to pursuing the following additional rulemaking
initiatives.
Variable Annuity Summary Prospectus: In FY 2013, IM expects
to recommend that the Commission propose rules designed
to provide variable annuity investors with more user-friendly
disclosure and to improve the delivery of information about
variable annuities through increased use of the internet and
other electronic means of delivery. In FY 2014, IM expects
to analyze comments submitted on the proposed rules and
consider whether to recommend that the Commission adopt
rules to improve disclosure to variable annuity investors.
Other rulemaking and interpretive guidance: IM expects to
recommend that the Commission propose or adopt in
FY 2014 a number of rules designed to increase investor
protections and promote capital formation. For example, with
respect to exchange traded funds (“ETFs”), in FY 2013 IM may
recommend that the Commission request further comment on
a FY 2008 proposal that would allow certain funds organized as
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ETFs to operate without obtaining an exemptive order, and that
would allow other funds to purchase ETF shares in amounts
greater than the limits of “fund of funds” provisions. After the
Commission receives further comment, IM may recommend
that the Commission adopt or re-propose the proposed ETF
rules, with modifications based on the comments received
In addition, in FY 2013 IM expects to recommend that the
Commission propose for comment interpretive guidance
regarding the valuation of securities and other assets held by
investment companies. In FY 2014, IM may evaluate whether
to recommend that the Commission propose rules that may
arise out of the Commission’s consideration of the Staff
Study in response to Section 913 of the Dodd-Frank Act that
evaluated the duty of care and harmonization between brokerdealers and investment advisers in regards to the provision of
personalized financial advice to retail customers.

Derivatives and Mortgage Related Pools
In FY 2013, IM plans to continue to analyze comments
received on the 2011 derivatives concept release to assess
the viability of various proposals and approaches suggested
by the commenters and identify any issues that may benefit
from further opportunity for public comment. The staff then
expects in FY 2013 and 2014 to make recommendations to
the Commission for the proposal and adoption of rule revisions
or new rules that would address a number of issues related
to investment company use of derivatives, including valuation
and custody.
With respect to mortgage-related pools, in FY 2013 IM
plans to continue analyzing comments received on the 2011
concept release to assess the viability of various proposals
and approaches suggested by the commenters and identify
any issues that may benefit from further opportunity for public
comment. IM will then determine whether to recommend to
the Commission that modifications or additions to existing
rules, regulations or guidance relating to the status of
mortgage-related pools under the Investment Company Act
of 1940 may be necessary or appropriate.

Exchange Traded Funds
Exchange Traded Funds (ETFs) have unique attributes that
present different and often more challenging regulatory
concerns than conventional investment companies. ETFs are
rapidly growing, increasingly complex financial products whose
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activities raise significant disclosure, conflict of interest, market
structure, and macro-prudential issues. In FY 2013 and 2014
IM plans to devote additional resources to augment its ability
to respond effectively to product innovation and potential
market stresses in this area. Under this initiative, individuals
with specialized industry or legal expertise would assist in
evaluating novel and complex ETF products, structures,
trading mechanisms, and index replication methodologies.
These individuals would also obtain and interpret information
obtained via dialogue with portfolio managers, authorized
participants, index arbitrage traders, operations managers,
personnel involved in physical and synthetic index replication,
and other technical experts. In addition, the individuals would
review selected ETF disclosure documents, and assist in
targeted examinations that involve ETF industry participants.
Disclosure: In FY 2013 and FY 2014, the staff will review
most new portfolios of open-end and closed-end funds, all
new insurance contracts, and most portfolios of new unit
investment trusts (UITs). The staff also will examine almost
all post-effective amendments that contain material changes
in disclosure or in fund operations and almost all preliminary
proxy statements. Additionally, the staff will continue to fulfill its
requirement under the Sarbanes-Oxley Act of 2002 to review
investment company issuer filings at least once during a threeyear period.
In the past 10 years, the number of portfolios of mutual funds,
ETFs, and closed-end funds has increased by 15 percent
and, assets under management increased by 96 percent,
while the number of staff that review disclosure filings has
increased by only 9percent. Perhaps more significantly, the
period featured a quantum increase in the complexity of
investment company portfolio strategies (e.g., absolute return,
portable alpha, complex derivative strategies) and product
design (e.g., hedge funds-of-funds, inverse and leveraged
ETFs, ETFs with portfolio holdings based on indices of market
volatility).
Interpretive Advice: IM provides formal and informal legal
guidance in the form of interpretive and no-action letters,
interpretive releases, memoranda, and other letters and
materials. In FY 2012, the staff closed 1,074 matters involving
formal and informal legal guidance. In FY 2013, the staff will
continue to devote time to Dodd-Frank Act and JOBS Act
rulemaking and reports and expects, in FY 2013 and FY 2014,
a subsequent increase in formal and informal legal guidance
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matters arising out of the rulemakings implemented pursuant
to these Acts. Under this scenario, the staff estimates closing
1,100 matters involving formal and informal legal guidance in
FY 2013 and 1,120 matters in FY 2014.
IM’s Office of Enforcement Liaison (OEL) reviews enforcement
matters concerning investment companies and investment
advisers. Among other things, the staff helps to ensure that
the enforcement recommendations are consistent with the
law and IM’s policy goals. OEL also has extensive contact
with other divisions and offices, especially the SEC’s regional
offices and examination staff.
In FY 2012, IM reviewed 527 enforcement-related matters and
438 Form ADV referrals involving disciplinary disclosures or
NRSI (name search) matches. The staff expects the number
of enforcement matters to remain steady, and the number of
ADV referrals to decrease (after having temporarily spiked in
FY 2012 as new firms registered under rules implementing
Dodd-Frank). IM estimates total matters to be around 850
matters in FY 2013. In FY 2014, as smaller adviser firms
continue to migrate to state registration, the staff expects the
number of ADV referrals to continue to decrease (perhaps to
a total of 200) through 2014.

Improved Coordination with other
SEC Divisions and Offices
An important function of IM is communicating with staff from
throughout SEC on the intricacies of investment company
and investment adviser law. In addition, the IM staff focuses
on making sure that regulatory activities are undertaken with
an appreciation for the unique organizational constructs and
business activities of mutual funds and investment advisers.

2 0 1 4

B U D G E T

R E Q U E S T

B Y

P R O G R A M

IM has developed a strong liaison program with the Division
of Enforcement and expects to develop a similar formalized
liaison program with dedicated staff with the examination
team in OCIE; the team of economists in the Division of Risk,
Strategy, and Financial Innovation, the policy-making staff in
the Division of Trading and Markets and the disclosure-review
staff in the Division of Corporation Finance.
Exemptive Relief: IM reviews applications from investment
companies and others that request exemptions from various
provisions of the Investment Company Act or the Investment
Advisers Act. The ability to grant exemptive relief permits
the evolution of financial products and services that would
be otherwise prohibited, while assuring that appropriate
investor protections are in place. In FY 2012, the staff closed
231 requests for exemptive relief. The number of closed
applications was generally the same as the number in FY 2011.
In FY 2013 and 2014, the staff intends to continue its efforts to
provide exemptive relief to mutual funds and other investment
management participants in a timely and efficient manner,
consistent with the goal of investor protection. Among other
types of applications, the staff expects that it will continue to
receive a significant number of applications to permit indexbased and transparent actively managed ETFs, manager of
manager arrangements and funds of funds arrangements.
IM also receives applications by investment companies to
deregister under the Investment Company Act. Deregistration
applications normally take less time to complete than other
types of applications. Based on current workload and given
that the number of filings of new deregistration applications
appears to be increasing, the staff estimates it will close
approximately 299 exemptive applications in FY 2013.

F Y 2 0 1 4 C B J , F Y 2 0 1 4 A P P, A N D F Y 2 0 1 2 A P R

PAGE

97

F Y

2 0 1 4

B U D G E T

R E Q U E S T

B Y

P R O G R A M

WORKLOAD DATA
Activity

FY 2012
Actual

FY 2013
CR

FY 2014
Request

4,196
18,513
827
12.3

4,198
18,779
832
14.4

4,000
18,965
830
14.9

11,698
43.4

11,002
49.5

10,900
50.0

3,030
2,045
31,060

3,047
2,087
30,279

3,192
2,192
31,787

4,686
998
973
12,240
4,686
47,328
12,390
26%
64

5,249
1,084
1,034
13,517
4,469
47,927
12,839
27%
66

5,501
1,149
1,095
13,721
4,537
49,849
13,325
27%
67

1,074
965
39

1,097
1,000
40

1,121
1,100
42

19

30

33

231
31

299
31

300
33

0

5

9

153

172

184

Industry Statistics1
Investment Companies:
Number
Portfolios and Insurance Contracts
Complexes
Assets ($ trillions)
Investment Advisers:2
Number
Assets under Management ($ trillions)
Disclosure
Investment Company Filings:
New Portfolios and Insurance Contracts Filed on Registration Statements
New Portfolio Disclosures and Insurance Contracts Reviewed
Existing Portfolios and Insurance Contracts Filed on Post-Effective Amendments3,4,5
Existing Portfolio Disclosures and Insurance Contracts Reviewed4
Portfolios and Insurance Contracts Filed on Proxy Statements
Portfolios and Insurance Contracts Filed on Proxy Statements Reviewed
Annual and Periodic Reports Filed
Annual and Periodic Reports Partially Reviewed
Total Filings
Total Filings Reviewed
Percent Reviewed
FTE
Interpretive Advice
Formal and Informal Requests for Guidance
Enforcement-Related Matters Reviewed
FTE
Rulemaking and Adviser Regulation
FTE
Exemptive Relief
Exemptive Relief Requests Concluded
FTE
Risk and Examinations5
FTE
Total FTE
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1

Industry statistics are reported as of the beginning of the fiscal year while workload indicators are reported as of the end of the fiscal year.

2

The decrease in the number of SEC-registered advisers between FY 2012 and FY 2013 reflects a decrease by approximately 2,100 as a result of the Dodd Frank Act (Act)
raising the statutory threshold for registration, an increase by approximately 1,500 as a result of new registrations by private fund advisers required by the Act, and growth
in the number of advisers that was unrelated to Dodd Frank Act changes.

3

Included in post-effective amendments are open-end, closed-end, and unit investment trust portfolios.

4

With respect to post-effective amendments, historically, over 90 percent of open-end and closed-end portfolios that contain material changes in disclosure or in fund
operations are reviewed. Amendments to Unit Investment Trust (UIT) portfolios, because of their repetitive nature, generally are not reviewed.

5

IM will develop workload metrics for this activity in the future and is in the process of beginning to staff this new function.
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Division of Risk, Strategy and Financial Innovation
FY 2012
Actual

(DOLLARS IN THOUSANDS)

FTE: Headquarters

FY 2013
CR

56

Cost: Salaries and Benefits

$

		 Non-Personnel Expenses

90

13,753

$

5,330

Total

$

FY 2014
Request

20,000

100
$

13,536

19,083

$

33,536

26,428
17,925

$

44,353

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

44

44

5

7

The Division of Risk, Strategy and Financial Innovation (RSFI)
has seven offices that collectively integrate sophisticated
analysis from the economic, financial, and legal disciplines with
data analytics and quantitative methodologies. RSFI provides
economic analyses of proposed Commission actions and
expertise in analytical approaches and methods in support
of the agency’s enforcement and examination programs.
RFSI’s expertise supports a wide-spectrum of SEC activities
including policymaking, rulemaking, enforcement, examination, and data standards and analytics. RSFI also identifies
developing risks and trends in the financial markets and
engages in long-range planning and training to address such
developments. Other RSFI responsibilities include:
• Contributing to the rulemaking process by providing the
Commission and staff with high level analysis and advice
based on a practical understanding of the markets, and
detailed, data-driven analyses;
• Conducting in-depth studies on financial markets to inform
the Commission on the efficacy of rules and regulations,
either in response to changes in market environment and
market events, as a result of Congressional mandate, or
to review the implementation of rules;
• Working with the Office of Compliance Inspections
and Examinations (OCIE) on developing new models,

methods, and tools in support of a risk-based inspections
program, designed to help allocate resources effectively
in review and examination of regulated entities;
• Providing analyses to the Commission and the
Division of Enforcement in support of the enforcement
program, including determinations of ill-gotten gains,
considerations of penalties and disgorgement, and
support of investigations, negotiated settlements, and
any resulting distributions;
• Developing data and analyses for the specialty units in
the Division of Enforcement to assist in the detection of
instances of market abuse and other violations;
• Creating a framework for the analysis of public and
private financial data to proactively track market trends,
new products and new product reviews, and innovative
financial practices;
• Identifying, evaluating, recommending, and providing
management and expertise for technologies, data
standards, and methods by which IM RSFI and SEC
staff can collect, manage, and use data, including that
of interactive data technologies, as well as provide
expertise in analytical and quantitative research and
support;
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• Building relationships with a broad range of external
financial experts, both in academia and the private
sector—through vehicles such as sponsoring academic
seminars and outside talks—in order to ensure the staff
remain current on new market developments and the
latest in financial research; and
• Sharing knowledge through the development and
publication of a white paper series, which focuses on
matters of significance to the SEC.
In FY 2014, RSFI requests 45 new positions. The additional
staff will support on-going operations and initiatives related
to risk and economic analysis, strategic research, financial
innovation, and development of data analytics and quantitative
methodologies.
The FY 2014 staffing enhancement directly supports the RSFI’s
expanded mandate for studies, evaluations, and rulemakings
legislated by the Dodd-Frank and the Jumpstart Our Business
Startups (JOBS) Act. RSFI will continue to monitor market
developments, conduct outreach to market participants,
and enhance risk-based methods for maximizing resources
throughout the SEC. For example, RSFI will support efforts
related to the development of policies, data standards, and
analytics associated with over-the-counter (OTC) derivatives,
OTC derivative markets and participants, and clearance and
settlement. In addition, RSFI continues to see an increase in
the volume of Self-Regulatory Organization (SRO) rules that
require RSFI review. RSFI has significant responsibilities related
to establishing methodologies and systems for conducting
research and quantitative analysis on the data required under
Dodd-Frank such as Form PF and Over-the-Counter (OTC)
derivatives —
 some of which has yet to officially come on line.
Due to various factors, including volume and complexity of
the rulemakings stemming from the Dodd Frank Act implementation and the new JOBS Act, many of the actions stemming from the legislation will continue into FY 2013, FY 2014,
and beyond. For example, reviews of Commission and SRO
rules are expected to increase from 110 in FY 2013 to 115
in FY 2014 and regulatory flexibility analyses are expected to
increase from 65 in FY 2013 to 75 in FY 2014. Likewise, RSFI’s
monitoring of interactive data compliance is anticipated to
increase from 10,500 documents in FY 2013 to 11,200 in
FY 2014 and the interactive data programs the RSFI supports
is growing from one in FY 2013 to two in FY 2014. The level
of workload complexity, particularly after the implementation
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of the new guidance on economics in rulemaking, is expected
to increase during FY 2013 and FY 2014.
The request of 45 additional positions would allow the RSFI
to better support the Office of Compliance Inspections and
Examinations (OCIE) in its efforts to improve systems for
surveillance, risk-based targeting of examinations and data
analysis capabilities. The additional personnel would provide
economic and statistical analyses that identifies potential
violations and supports the prosecution of violations in
conjunction with the Division of Enforcement, and will provide
support for the interactive data program and expanding the
risk assessment program. Additionally, as a part of its ongoing
responsibilities as business system owner of the TCR system,
RSFI will continue to monitor TCR submissions and provide
analytic reports to the TCR Executive Steering Committee.
Also during FY 2014, the RSFI will finalize its retrospective
analyses of existing rules under Executive Order 13579,
“Regulation and Independent Regulatory Agencies.”
Economic Analysis: RSFI serves as the chief adviser to the
Commission and SEC staff on all economic issues associated
with the SEC’s activities. In fulfilling this requirement, RSFI
seeks to (1) produce high-quality analyses that address
the economic issues associated with the regulation of the
financial markets and enforcement of Federal securities
laws, and (2) convey that knowledge clearly and responsibly
to those making policy decisions. Analyses conducted by
RSFI typically involve collecting and analyzing market data,
monitoring pertinent academic literature, conducting follow-up
studies, or other methods. Also, RSFI frequently responds
to Congressional inquiries, serving as technical experts for
proposed legislation.
RSFI expects its contribution to agency rulemakings, regulatory
flexibility analyses, and advice functions to remain at a high
level in FY 2013 and FY 2014. The staff will continue to
provide analyses for much of the initiatives required under the
Dodd-Frank Act, including regulation of hedge fund managers
and OTC derivatives, such as credit default swaps; standards
of conduct and regulatory requirements for broker-dealers
and investment advisers; and corporate governance matters,
such as executive compensation. In addition, rulemakings and
ongoing review of the JOBS Act is likely to consume significant
amounts of time.
In FY 2014, RSFI will continue to provide analytical support
to the Division of Enforcement. Economic analyses helps
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to identify potential wrongdoing and provides evidence of
violations including Ponzi schemes and manipulative trading.
RSFI will continue to help quantify ill-gotten gains and harm
to investors in securities fraud, insider trading matters, and
violations of the Foreign Corrupt Practices Act. RSFI also will
support the structuring distribution plans under the Fair Funds
provision of the Sarbanes-Oxley Act of 2002.
Risk Analysis and Financial Innovation: RSFI will continue
working with staff throughout the SEC on developing analytical
approaches and tools to help inform policy, monitoring, and
surveillance decisions. These efforts include continued
responsibility as the business owner of the SEC’s TCR system.
In this capacity, the RSFI will support system governance,
conduct the quality assurance and process management
programs, conduct proactive primary research, facilitate crossSEC research and information sharing, and assist with the
implementation of additional research and analysis techniques,
tools, and data sources.
The Division will continue collaborating with OCIE and
Enforcement to enhance analysis of data for risk-targeting
of firms and issues for inquiries, investigations, and
examinations. Such projects involve identifying key data
points that would improve monitoring, surveillance, and
risk-targeting. As part of these efforts, RSFI will continue to
support and refine a platform for delivery of analytics to staff
in the field. This will help examination staff determine which
firms or practices may require greater scrutiny. New initiatives
such as an Accounting Quality Model, which is designed to
provide a set of quantitative analytics used across the SEC to
assess the degree to which registrants’ financial statements
appear abnormal, and text analytics require additional staff
and infrastructure to implement. With the recent expansion
of oversight to firms such as municipal advisors, such riskbased approaches will become even more important to the
SEC’s ability to maximize its examination resources.
Additionally, recent rules adopted by the SEC and mandated
by the Dodd-Frank Act require certain private fund advisers
to register with the SEC, which is creating additional demand
for the Division’s resources. RSFI will be integrating this new
data into existing analytics to provide an in-depth analysis of
private funds.
RSFI will continue to support the SEC as it expands the
amount and type of data filed in structured, electronic formats,
through the interactive data initiatives currently underway.
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Support includes providing economic rationale for the type
of data and forms that would benefit most from conversion
to electronic formats, as well as expertise in the processing
of the structured data.
Strategic Research: RSFI’s activities include regular outreach
to market participants (regulated and unregulated) to identify
entities, persons, practices, or products in the financial
markets that pose risk to markets and investors.
A priority of RSFI is to identify and hire leading experts in
financial markets, including those with direct or scholarly
experience with hedge funds, structured products, and risk
management in order to bring more industry expertise into
the SEC. RSFI aims to expand its staff so as to broaden
the in-depth industry knowledge in the Division and the
SEC generally. RSFI also intends to continually increase
Division and SEC staff expertise and market knowledge of
emerging functional areas. RSFI will focus in FY 2014 on
staff development efforts related to hedge funds, credit
markets, OTC derivative markets, securitization, municipal
bond markets, new product development, and other areas.
Information Technology Analytics, Investments, and Initiatives:
With growing staff and an increased workload demand, RSFI
anticipates a significant increase in the need for scalable
analytical support as well as IT resources to sustain the
on-going implementation of the Dodd-Frank Act, as well as
the everyday responsibilities of economic and risk analysis,
strategic research, and financial innovation.
Recognizing that RSFI must be better positioned to research,
analyze, and identify risks in a plethora of market and
regulatory data, in FY 2013, RSFI will initiate Phase I of the
Quantitative Research and Analytical Data Support (QRADS)
Program. This program will enable RSFI to enhance the
capabilities provided by the Office of Quantitative Research
(OQR) in terms of analyses, tools, and associated data
support to RSFI and other OQR customers, increase
OQR’s capacity to provide quantitative reports and analytical
solutions based on methods and models developed by
RSFI financial economists, and enable more effective and
rapid turn-around of high quality data sets for analytical
purposes. In FY 2014, RSFI plans to significantly expand
the QRADS program to bolster its capacity to manage the
analytical workload and enhance RSFI’s responsiveness to
data analytics throughout the agency. In particular, with the
expected implementation of the Consolidated Audit Trail
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(CAT) requirements during FY 2014, RSFI anticipates being
able to fully leverage the Quantitative Research Analytical
Data Support (QRADS) program as a key tool to enable
CAT resources to efficiently access and analyze data for use
across the SEC.
RSFI anticipates potential work to evaluate high-frequency
trading algorithms, for purposes of determining if such
algorithms may be used to manipulate markets or otherwise
harm investors. The evaluation of sophisticated trading
strategies and algorithms continues to grow in importance
for enforcement, compliance, and policymaking, making it
important to make progress in key program areas and develop
further expertise in the area.

RSFI also will coordinate with the Office of Information Technology to request resources sufficient to invest in an additional
server for data support. The impact of the Dodd-Frank Act and
JOBS Act legislation has significantly increased the need for
both rulemaking support and analysis of market data and data
from market participants. The collection, integration, manipulation, and analysis of these large datasets will require significant new data repository capacity, as well as more powerful
analytics and reporting tools. The investment in an additional
server will enable RSFI to have dedicated infrastructure to
ensure long-term data support and integrity.

WORKLOAD DATA
Activity
Reviews of Commission and SRO Rules
Regulatory Flexibility Analyses
Advice on Regulatory, Enforcement, and Risk Assessment Issues
Interactive Data Compliance Monitoring1
Interactive Data Programs Supported2
Total FTE
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FY 2012
Actual

FY 2013
CR

FY 2014
Request

89
39

110
65

115
75

2,431
10,500
10

2,700
10,500
10

2,700
11,200
11

56

90

100

1

A program where a population of filings containing interactive data, which are subjected to a risk-based analytical review process to check for compliance with Commission
rules and identify outliers for follow-up. The workload data represents the population of filings subject to these procedures.

2

The number of programs or data sets that are subject to a current or pending Commission requirement to be provided in interactive data format. The staff supports these
programs in a number of ways including: taxonomy development and maintenance, technology infrastructure development, rule writing support, implementation guidance,
and technical support.
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Office of the General Counsel
FY 2012
Actual

(DOLLARS IN THOUSANDS)

FTE: Headquarters
		Regions
		Total
Cost: Salaries and Benefits

$

		 Non-Personnel Expenses

FY 2013
CR

121

134

142

11

11

11

132

145

153

29,596

$

11,326

Total

$

FY 2014
Request

32,316

$

11,968

40,922

$

44,284

35,914
14,579

$

50,493

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

96

26

5

26

The General Counsel serves as the chief legal officer of the
Commission and provides independent legal analysis and
advice to the Chairman, Commissioners, and operating
divisions on all aspects of the Commission’s activities.
The General Counsel also defends the Commission in Federal
district courts, represents the Commission in all appellate
matters and amicus curiae filings, and oversees the SEC’s
bankruptcy program.
In FY 2014, the Office of the General Counsel (OGC) anticipates
continued work on legislative initiatives to reform the existing
regulatory structure for the securities markets and the
financial services industry. An increased staff of experienced
attorneys will be needed to handle complex agency and
securities law issues which will result from regulatory reform
and address legal challenges to rulemakings. OGC also
expects to provide technical assistance to Congress and
other financial regulatory agencies on numerous legislative
initiatives and other matters. The requested increase in
the size of the enforcement staff is expected to lead to an
increase in the number of enforcement matters that will reach
adjudication as appeals, as well as an increase in the number
and time sensitivity of the enforcement actions analyzed by
OGC staff.

OGC is requesting seven additional positions in FY 2014 to
address expanding requirements and additional workload
generated by increasing staffing levels across the agency.
As the SEC continues to focus on the financial crisis and its
impact on the securities markets and investor confidence,
OGC will play a critical role in reinvigorating SEC enforcement
and undertaking regulatory initiatives. OGC plans to continue
work on initiatives to reform the existing regulatory structure
for the securities markets and the financial services industry.
The emphasis on strengthening the framework for financial
regulation will continue to involve a high level of regulatory
activity, which will directly involve OGC staff. In addition, the
ongoing need to provide high volumes of documents and
information in response to congressional requests continue
to pose challenges for existing staff, as they work to provide
legal review and analysis of the documents in a timely and
responsive manner. Together, these priorities will present
numerous complex and important legal and policy issues,
and OGC anticipates an increase in workload in FY 2014
compared to prior fiscal years.
For these and the other reasons cited below, OGC requests
a total of seven additional positions for FY 2013.
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Litigation Cases and Adjudicatory Matters: The SEC’s focus
on reinvigorating enforcement will result in an increasing
number of appeals and actions filed against the SEC.
OGC will continue to manage the agency’s appellate litigation,
including appeals related to complex enforcement and any
challenges to new rulemakings. OGC staff will represent
the Commission in actions pending in courts of appeals
and, working in conjunction with the Solicitor General of the
United States, before the Supreme Court. In FY 2014, the
staff expects to open about 480 cases, an increase of four
percent compared to FY 2012.
The increase in the size of the enforcement staff within
OGC is also expected to generate a high number of
enforcement matters that will reach adjudication as appeals.
The reorganization of the enforcement program, including
the introduction of specialized investigatory groups, is also
expected to result in cases that raise issues of increasing
novelty, sophistication, breadth and depth. OGC already
has experienced an increase in the complexity of the issues
appealed and anticipates that the trend will continue.
The Adjudication group will also continue to be involved
in the implementation of the Commission’s new electronic
filing system for adjudicatory matters. Moreover, due to the
demands on OGC of addressing the increased size of the
agency’s enforcement program and the various demands
of the revitalization of the agency and requirements of the
Dodd-Frank Act, staff members of Adjudication are providing
assistance to other OGC groups. OGC anticipates that
Adjudication will continue to be asked to provide similar
assistance to Commission staff in FY 2014 and address an
estimated 45 new adjudicatory matters in FY 2014.
The office requests one additional position to handle litigation
and adjudicatory matters.
Legislative Activity and Technical Assistance: In FY 2013
and 2014, efforts to strengthen the framework for financial
regulation likely will involve continued legislative activity.
During FY 2012, the high level of congressional interest in
the SEC’s mission, organization, and activities resulted in the
need to provide large volumes of documents in response
to specific congressional inquiries. OGC expects the need
to provide ongoing technical assistance to Congress and
other financial regulatory agencies on numerous legislative
initiatives and other matters will continue at a high level
through FY 2014. OGC expects in FY 2014 to provide
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technical assistance or analysis on approximately 360
legislative proposals, below the FY 2012 level.
The OGC also expects to prepare or review written testimony
for approximately 30 congressional hearings, an increase
over the FY 2012 level, and to prepare or review about 180
responses to congressional correspondence. Currently,
OGC has a staff of temporary employees providing legal
review, analysis, and document management to handle
Congressional requests for high volume productions.
Congressional and public interest in the Commission is
expected to remain high and OGC is requesting one additional
permanent staff dedicated to handling the increasing demand
for documents and legal review.
Advisory Services: OGC anticipates that the SEC’s increased
focus on its enforcement program will result in a corresponding increase in the number and time sensitivity of enforcement
actions analyzed by OGC staff. Specifically, OGC expects
that the number of enforcement actions it analyzes will
increase to about 2,550 in FY 2014, an increase of approximately 18 percent over the FY 2012 level. Streamlined
enforcement procedures will emphasize the need for faster
review of those actions. As a result, OGC faces the challenge
of advising the Division of Enforcement and the Commission on the legal and policy implications of a larger number
of enforcement actions in a shorter time frame. To better
support OGC’s advisory services, the office is requesting two
additional positions to reflect the SEC’s emphasis and focus
on its enforcement program.
In FY 2014, OGC also expects to advise the divisions
and offices on a continued high number of rulemaking
initiatives, including rules designed to improve transparency
and investor protection, combat abusive short selling,
enhance the regulation of credit rating agencies, strengthen
shareholder rights, and improve money market and
mutual fund regulation. The office expects to advise on
approximately 610 rulemaking and other projects involving
a substantial number of complex and novel legal and policy
issues. OGC is requesting one additional position to advise
on rulemaking initiatives.
In FY 2014, OGC anticipates a continued increase in the
number of investigations and actions resulting from the
high volume of enforcement cases against attorneys who
may have engaged in unethical or improper conduct.
This number also will be affected by the increased scrutiny of
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whistleblower complaints from agency attorneys and outside
counsel, as provided for by the Sarbanes-Oxley Act of 2002.
OGC is requesting one additional position to handle these
investigations.
The SEC anticipates that the requested increase in its
workforce, combined with reorganization initiatives and
changes in the agency’s performance management system,
will increase the number of personnel issues for OGC to
address from 168 in FY 2011 to an estimated 190 in FY 2014,
an increase of 13 percent.
The renegotiations of the collective bargaining agreement
with the National Treasury Employees Union are scheduled
to continue in FY 2013. This effort will generate numerous
issues for OGC to address in FY 2014. Additionally, based
on the increased attention that the SEC is receiving from
both the media and general public, the SEC anticipates an
increase in Freedom of Information Act requests in both
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FY 2013 and FY 2014. OGC expects to receive 350 appeals
in FY 2013. OGC is requesting one additional position to
handle labor and FOIA matters.
Corporate Reorganization: The SEC has statutory authority
to participate in Chapter 11 bankruptcy cases and acts
as statutory advisor to the courts to protect the interests
of public investors. OGC will continue to provide overall
supervision for the bankruptcy program, which is conducted
by staff in headquarters and four regional offices. The number
of complex, high-profile bankruptcy cases has significantly
challenged the OGC staff to provide advice to the courts
to protect a wide range of interests for public investors.
OGC expects the number of Chapter 11 court petitions
addressed by the staff in FY 2013 and FY 2014 to remain at
a steady level. The number of disclosure statement reviews
and comments by staff members is expected to remain near
current levels for FY 2012 and FY 2013.

WORKLOAD DATA
FY 2012
Actual

FY 2013
CR

FY 2014
Request

Pending Beginning of Year

172

176

178

Opened

461

469

480

Closed

457

467

475

Pending End of Year

176

178

183

Pending Beginning of Year

26

34

35

Received

45

45

45

Completed

37

44

48

Pending End of Year

34

35

32

20

31

30

Correspondence with Congress and Others

205

178

180

Legislative Analysis and Technical Assistance

419

361

360

Other

254

110

110

Activity
General Counsel
Litigation Cases:

Adjudicatory Matters:

Legislation:
Testimony

(continued on next page)
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WORKLOAD DATA (continued)
Activity

FY 2012
Actual

FY 2013
CR

FY 2014
Request

Advisory Services:
SEC Statutes
Analysis of Enforcement Memoranda

2,115

2,455

2,550

Review of Rulemaking and Other Projects

408

613

610

Review of Articles and Speeches

298

357

360

FOIA—Internal Appeals

322

344

350

Personnel Matters

168

187

190

Procurement Matters

251

282

280

Labor Matters

161

188

190

Attorney Misconduct Investigations

113

129

135

Other (Subpoenas)

191

197

200

58

63

65

Filed

27

29

30

Closed

22

21

20

Filed

26

34

35

Closed

23

30

30

Disclosure Statement Reviews

161

172

175

Disclosure Statements Commented On

119

122

125

Total FTE

132

145

153

Non-SEC Statutes

Corporate Reorganization:
Petitions Involving Public Investor Interest
Chapter 11 Cases: Appearances

Chapter 11 Cases: Monitored
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Other Program Offices
FY 2012
Actual

(DOLLARS IN THOUSANDS)

FY 2013
CR

FY 2014
Request

FTE: Headquarters
		 Office of Chief Accountant

45

45

46

		 Office of Investor Education and Advocacy

45

45

50

		 Office of International Affairs

36

41

46

8

11

11

		 Office of Administrative Law Judges
		 Office of the Investor Advocate
		 Office of Credit Ratings
		 Office of Municipal Securities
		Total
Cost: Salaries and Benefits

$

		 Non-Personnel Expenses
Total

This section of the SEC’s request includes descriptions of the
responsibilities and activities of the agency’s smaller program
offices, including:
Office of Chief Accountant: Establishes accounting and auditing
policy and works to improve the professional performance of
public company auditors to ensure that financial statements
used for investment decisions are presented fairly and have
credibility.
Office of Investor Education and Advocacy: Serves investors
who report allegations of investment fraud or the mishandling
of their investments by securities professionals to the SEC;
ensures the views of retail investors inform the Commission’s
regulatory policies and disclosure programs; and works to
improve investors’ financial literacy.
Office of International Affairs: Advances international regulatory
and enforcement cooperation, promotes converged high
regulatory standards worldwide, and facilitates technical
assistance programs in foreign countries.

0

3

3

14

28

29

0

5

5

148

178

190

31,218

$

13,048
$

44,266

37,296

$

15,527
$

52,823

43,070
19,070

$

62,140

Office of the Investor Advocate: Provides assistance to investors
in resolving significant problems they may have with the SEC
or with self-regulatory organizations (SROs), and identifying
areas in which investors would benefit from changes to Federal
laws or to SEC regulations or SRO rules.
Office of Credit Ratings: Administers the rules of the Commission
with respect to the practices of nationally recognized statistical
rating organizations (NRSROs) in determining ratings; protects
the users of credit ratings; promotes accuracy in credit ratings
issued by NRSROs; and ensures that such ratings are not
unduly influenced by conflicts of interest.
Office of Municipal Securities: Administers the rules of the
Commission with respect to the practices of municipal
securities brokers and dealers, municipal advisors, and
investors in, and issuers of, municipal securities. The office
also coordinates with the Municipal Securities Rulemaking
Board (MSRB) on rulemaking and enforcement actions.

Office of Administrative Law Judges: Adjudicates allegations of
securities law violations.
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Office of Chief Accountant

FTE: Headquarters

FY 2012
Actual

FY 2013
CR

FY 2014
Request

45

45

46

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

10

20

14

2

The Office of the Chief Accountant (OCA) is responsible for
establishing and interpreting accounting policy to enhance the
transparency and relevancy of financial reporting for investors.
OCA works to improve the professional performance of public
company auditors to ensure that financial statements used for
investment decisions are presented fairly and have credibility.
OCA leads the SEC’s efforts to oversee accounting standardsetting by the Financial Accounting Standards Board (FASB)
and the International Accounting Standards Board (IASB), and
auditor oversight and standard-setting by the Public Company
Accounting Oversight Board (PCAOB).
The FY 2014 budget request would provide OCA with additional
resources to foster progress towards development of a single
set of high-quality, globally accepted accounting standards,
and to oversee the FASB and PCAOB. OCA is requesting four
additional positions in FY 2014.
Globally-Accepted Accounting Standards: The Commission has
engaged in significant efforts to facilitate the development of
a single set of high-quality, globally accepted accounting
standards.
In FY 2013, these efforts will reach a critical stage when
OCA completes a work plan evaluating the specific areas
and factors relevant to the Commission’s consideration of
whether and how to further incorporate International Financial
Reporting Standards (IFRS) into the financial reporting system
for U.S. issuers.
OCA anticipates that in calendar year 2013, following
successful completion of the work plan and the FASB-IASB
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convergence projects according to their current work plan, the
Commission will be in a position to determine whether and how
to incorporate IFRS into the U.S. financial reporting system for
U.S. issuers. OCA also will evaluate the time needed, if the
Commission were to determine further action, to effectively
incorporate IFRS.
OCA plans to use two of the additional positions requested to
address the increase in oversight responsibilities related to the
FASB (in regard to U.S. GAAP) and IASB (in regard to IFRS).
Improving the Performance of Public Company Auditors:
In FY 2014, OCA plans to use two additional positions
requested to effectively oversee the PCAOB as it implements its
expanded authority over auditors of broker-dealers, continues
to regulate the accounting profession, and seeks to improve
audit quality. The Sarbanes-Oxley Act of 2002 requires the
PCAOB to inspect large audit firms every year and smaller firms
every three years. OCA foresees an increase in the number
of appeals to the Commission or requests for SEC reviews of
the PCAOB’s report findings under Rule 140 or Regulation P.
OCA will continue to support the Commission in reviewing
PCAOB inspection findings and appeals, evaluating new
PCAOB auditing standards and interpretations, including
those related to the implementation of PCAOB authority over
auditors of broker-dealers, and overseeing other PCAOB
matters. In addition to these areas of focus, OCA, with the
assistance from staff from the Office of Compliance Inspections
and Examinations, also plans to conduct an inspection of a
certain PCAOB program area in FY 2013.
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WORKLOAD DATA
Activity

FY 2012
Actual

FY 2013
CR

FY 2014
Request

Rulemaking Initiatives

30

60

50

U.S. Standard-Setting Projects/Issues Monitored

62

60

65

25

25

25

88

85

90

International Auditing and Independence Standards Monitored

9

8

8

SEC and IOSCO Rulemaking/Policy/Other Statements Issued

3

3

3

150

160

170

350

350

350

17

17

17

7

7

7

Issues Referred to Private Sector
International:
Consultations with Foreign Regulators on
Accounting Interpretations/Compliance
IASB Standards/Interpretations Monitored

Registrant Contacts:
Written Correspondence/Resolution of Accounting Issues
Consultation on Potential Enforcement Investigations
102 (e) Reinstatement Applications Processed
Member appointments to PCAOB, Financial Accounting Foundation, and FASB
Quality Reviews of Accounting Firms
300

335

350

Rules Adopted by PCAOB and Approved by SEC

Conducted by PCAOB Subject to SEC Oversight

6

6

6

Auditing Standards/Interpretations Issued by PCAOB and Approved by SEC

6

6

5

275

350

350

0

1

1

Public Awareness, Outreach and Market Research Initiatives

50

50

50

Total FTE

45

45

46

Independence Inquiries
Inspection of PCAOB programs
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Office of Investor Education and Advocacy

FTE: Headquarters

FY 2012
Actual

FY 2013
CR

FY 2014
Request

45

45

50

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

2

6

38

4

Understanding the needs and concerns of investors is
critical to carrying out the SEC’s investor protection mission.
The Office of Investor Education and Advocacy (OIEA)
advances this mission by communicating daily with investors,
responding to their complaints and inquiries, and providing
educational programs and materials.
In FY 2014, OIEA plans to initiate investor education
campaigns on key strategies for making informed
investment decisions, including publicizing online resources
for researching investment professionals and investments,
understanding fees, and identifying fraud. OIEA also plans
to continue conducting research on investment decisionmaking behavior, which will help inform OIEA’s investor
education programs and the Commission’s rulemaking
agenda. Additionally, OIEA aims to shorten response
times for investor contacts and improve quality assurance.
OIEA requests five additional positions in FY 2014 to continue
OIEA’s research initiatives, maintain its outreach to individual
investors, and assist with other priorities such as supporting
the SEC’s Investor Advisory Committee.
Current regulatory developments highlight the need to
publicize educational resources that individual investors can
use to make prudent investment decisions. OIEA has been
an agency leader in conducting focus groups and investor
surveys and has recently conducted research focused on
investor disclosures and financial literacy, pursuant to the
requirements of the Dodd-Frank Act. The FY 2014 budget
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request would provide resources to continue OIEA’s research
initiatives, maintain its outreach to individual investors, and
assist with other priorities such as supporting the SEC’s
Investor Advisory Committee.
Investor Assistance: In today’s increasingly complex capital
markets, the handling of investor questions and complaints
is critically important. OIEA seeks to provide timely and
accurately responses to all investor assistance matters.
Investor Education: OIEA plans to raise awareness about
the SEC’s online educational resources, including Investor.
gov, and implement other investor education programs
focused on helping individuals research investments and
investment professionals, understand fees, and detect fraud.
To maximize its reach, the OIEA plans to use social media
technologies and partner with the SEC’s regional offices, other
Federal and state agencies, financial industry associations,
consumer groups, and educational organizations on investor
education programs.
Throughout FY 2013 and into FY 2014, OIEA will work to
update its publications, including Spanish language materials,
and expand its offering of resources for target populations,
such as older investors and members of the military and their
families. In FY 2014, OIEA plans to distribute approximately
330,000 publications, attract 6.5 million visits to OIEA web
pages, and sponsor and participate in events that reach
approximately 20,000 investors.

F Y

Legal and Policy: OIEA will continue to issue investor alerts
on new and emerging types of fraud and investor bulletins
on investment products and other salient investing topics,
such as new Commission rules. To reach more investors,
OIEA plans to issue many of these education materials jointly
by partnering with FINRA and Federal and state agencies.
Through focus groups and investor surveys, OIEA will seek
additional information regarding the behavior of individual
investors and the types of information they need and use
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when making investment decisions. Some of OIEA’s research
will focus on the usefulness of OIEA’s investor educational
programs and materials.
Additionally, OIEA plans to continue to encourage investor
participation and comments on issues materially affecting
individual investors through a variety of methods, including
supporting the development of the Investor Advisory
Committee and the Office of the Investor Advocate.

WORKLOAD DATA
Activity

FY 2012
Actual

FY 2013
CR

FY 2014
Request

Investor Assistance
Total Investor Assistance Matters Closed1

29,291

35,000

40,000

Seven Days

54%

50%

55%

30 Days

90%

90%

90%

35

35

38

Percentage of Investor Assistance Matters Closed Within:

FTE
Investor Education
Publications Distributed
Visits to OIEA Web Pages
Investors Reached Through Public Appearances
Direct Mailing Campaign
FTE

444,198

330,000

330,000

4,489,975

5,500,000

6,500,000

34,653

20,000

20,000

11,000,000

9,000,000

8,000,000

7

6

9

Legal and Policy2
Number of Investor Alerts and Bulletins Issued3

24

26

26

Number of Research Initiatives on SEC Disclosure Documents4

4

2

2

Investor Policy Initiatives

4

2

2

Support for Divisions’ Initiatives

2

5

5

FTE

4

4

6

45

45

50

Total FTE
1

Includes files relating to complaints, questions, and other contacts received from investors.

2

This function has been redesignated “Legal and Policy” instead of “Policy” to more accurately reflect the range of activities conducted by OIEA.

3

On behalf of the agency, OIEA issues investor alerts and bulletins to inform investors about new or emerging types of fraud.

4

OIEA has been an agency leader in conducting focus groups and investor surveys. This workload item has been added to measure OIEA’s efforts in seeking additional
information regarding the types of information investors need and use when making investment decisions.
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Office of International Affairs

FTE: Headquarters

FY 2012
Actual

FY 2013
CR

FY 2014
Request

36

41

46

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

26

15

4

1

The Office of International Affairs (OIA) advances cross-border
enforcement and supervisory cooperation, develops and implements strategies for Commission engagement in bilateral and
multilateral settings to advance SEC policy interests in the regulation and oversight of cross border securities activities, advises
the Commission on international regulatory developments; and
provides technical assistance to emerging markets.
OIA provides critical assistance to the Division of Enforcement
on cross-border investigations and related cross border
litigation issues. OIA staff will utilize its foreign law expertise
to develop and implement strategies for obtaining foreign
information for enforcement matters, as well as tools to
secure and repatriate illegally obtained proceeds. In FY 2014,
Enforcement cases are expected to continue to have
international elements and become more complex. To foster
partnerships with foreign authorities from which the SEC
may seek enforcement assistance, OIA will continue to use
dedicated staff to obtain information located in the US on
behalf of those foreign authorities.
OIA also provides assistance to other SEC divisions and offices
on cross-border supervisory issues related to the registration
and oversight of foreign entities and on-site examinations
of foreign registrants. In FY 2014 OIA will continue to
develop and implement bilateral supervisory memoranda of
understanding (MOUs) and other arrangements with foreign
regulatory authorities. These arrangements will be aimed at
enhancing the effective oversight of cross-border regulated
entities through consultation, cooperation and exchange of
information between the SEC and its counterparts.
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OIA will participate in the International Organization of
Securities Commissions (IOSCO) and the Financial Stability
Board (FSB) in FY 2014, as well as the Financial Action
Task Force (FATF), Organization of Economic Cooperation
and Development, and the Legal Entity Identifier Regulatory
Oversight Committee, among other groups.
OIA’s main priorities for FY 2014 include:
• Supporting cross-border enforcement investigations
and foreign litigation for the Division of Enforcement
including cases in the asset management area, as well as
structured and new products, market abuse and insider
trading, and, finally, enforcement of the Foreign Corrupt
Practices Act of 1977 area;
• Contributing to the Commission’s program on processing
tips, complaints, and referrals (TCRs);
• Elevating standards in enforcement cooperation by
promoting the development of broader informationsharing arrangements and efforts to secure the proceeds
of fraud;
• Developing and implementing cross-border supervisory
cooperation arrangements with foreign counterparts to
support OCIE, and other offices and divisions;
• Identifying regulatory risks in the global marketplace
and discussing risk mitigation approaches with foreign
counterparts;

F Y

• Engaging in international multilateral policy initiatives to
promote high quality securities regulation and facilitate
regulatory convergence;
• Advising the Commission and agency staff regarding the
implementation of SEC initiatives that have an impact
beyond the U.S. as well as foreign and global initiatives
that may impact the agency, the U.S. market, and U.S.
market participants;
• Coordinating with other U.S. authorities such as the
Commodities Futures Trading Commission (CFTC)
and Federal Reserve Board on international policy
developments; and
• Conducting technical assistance training for foreign
authorities about the SEC’s best practices in enforcement,
examination of market participants, market development
and capital formation.
Enforcement and Supervisory Cooperation Activities:
Enforcement. In FY 2014, OIA plans to devote two of the
positions requested to support enforcement activities, such as
obtaining evidence for cross-border securities investigations
and litigation, as well as processing TCRs. Based on current
trends, OIA expects to make approximately 735 requests for
assistance to foreign authorities on behalf of the Division of
Enforcement. Additional staff will be deployed to conduct
resource-intensive and complex work, particularly timely
coordination of parallel proceedings with foreign securities and
law enforcement authorities. Staff will also handle exigencies
resulting from emergency court actions filed to secure the
proceeds of fraud that have been transferred offshore. During
FY 2010-2012, over $377 million in fraud proceeds that were
located in foreign jurisdictions. OIA will continue in FY 2014
to explore and engage mechanisms to secure and repatriate
the proceeds of fraud.
OIA is involved in fostering international cooperation and
assistance on SEC investigation and litigation matters through a
variety of vehicles, including bilateral enforcement memoranda
of understanding (MOUs), mutual legal assistance treaties, and
other ad hoc arrangements. As of FY 2013, all International
Organization of Securities Commissions (IOSCO) members are
expected to become full signatories to the MOU. In FY 2014,
OIA will work to assess the progress of IOSCO members
expressing commitments to become full signatories, and also
make substantial contributions to IOSCO’s effort to broaden
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the scope of assistance that can be provided to the SEC by
its foreign counterparts. OIA also will respond to requests
from foreign regulators for enforcement assistance, including
obtaining formal orders on behalf of foreign counterparts to
compel testimony and records in the U.S.
Asset repatriation. OIA expects to continue efforts to
freeze and repatriate assets obtained in violation of U.S.
securities laws and transferred abroad. OIA will also focus
on encouraging the development of legislation to secure
the proceeds of fraud on behalf of foreign counterparts, to
address IOSCO’s call for its members to seek the ability to
preserve and repatriate assets in cross-border matters.
Supervisory Cooperation. At the end of FY 2013, OIA
created a new group dedicated to international supervisory
cooperation. In FY 2014, this group will focus on four areas:
(1) assist other SEC divisions and offices in the supervision
of cross-border regulated entities by facilitating cooperation
with foreign counterparts, including in conducting on-site
examinations abroad and addressing cross-border registration
issues; (2) respond to requests from foreign counterparts in
supervisory matters; (3) continue to develop and implement
supervisory MOUs aimed at facilitating cooperation in the
oversight of cross-border regulated entities; and (4) provide
subject matter input on the Financial Stability Board (FSB) or
other multilateral projects involving supervisory cooperation
issues. The SEC currently has seven comprehensive
supervisory MOUs as well as a number of other more
tailored arrangements and is seeking to expand that number.
In FY 2014, it is anticipated that the SEC may need to negotiate
a number of supervisory MOUs with regulators in the European
Union as well as other jurisdictions as the rules related to the
over-the-counter derivatives (OTC) markets are implemented
to ensure that cooperative mechanisms are in place related to
trade repositories and global clearing organizations.
Regulatory Policy and Comparative Regulation Activities: The
additional two positions requested in FY 2014 will be
dedicated to new responsibilities across the Commission
for coordination and prioritizing policy analysis of international
issues, as well as improving communications and project
tracking of international projects. Those resources will
also support the analysis of other jurisdiction’s regulatory
initiatives. Through these activities, OIA will inform and advise
the Commission with the goals of promoting opportunities for
converged approaches to high quality regulatory standards,
and reducing the potential for harmful regulatory arbitrage.
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IOSCO. The International Organization of Securities
Commissions is a forum for standard setting on securities
regulatory issues and collaboration among regulatory and
supervisory authorities. In FY 2014, OIA will continue to play
a leadership role on the IOSCO Board, as well as to guide
the SEC’s involvement in IOSCO policy committees and task
forces. OIA also will work to shape IOSCO’s contributions to
the FSB. In 2014, priority areas for IOSCO are likely to include:
development and implementation of a methodology to identify
systemically important non-bank institutions; policies for the
regulation of use of financial benchmark; and adherence to the
terms of the IOSCO MOU and the exploration of best practices
for effective deterrence of securities violations.
The Financial Stability Board Committees. The FSB provides
a forum for collaboration on financial market and regulatory
issues among international standard setters, international
financial institutions, and various national financial, regulatory
and supervisory authorities. In FY 2014, OIA will continue
guide the SEC’s involvement in the FSB Plenary and various
other committees, as well as assist with the implementation of
recommendations related to systemically important non-bank
financial institutions and shadow banking. OIA will consult
on FSB policy matters with other U.S. agencies and departments—including the CFTC, the US Treasury Department, and
the Federal Reserve Board. In 2014, key issues will include
addressing systemic risk, and shaping and participating in peer
review mechanisms for adherence to international standards.
Global Legal Identity Identifier (LEI) System Implementation.
OIA staff will represent the SEC as a member of the Regulatory
Oversight Committee (ROC) to oversee the LEI system
implementation. The ROC was formed in FY 2012 with
the mission to uphold governance principles and oversee
the LEI system implementation in accordance with G20
recommendations. The LEI system will be important to the
Commission to the extent that registrant filings and Commission

rules build upon the LEI program as a tool to identify parties
to securities and derivatives transactions, thus facilitating the
ability of the SEC to provide market oversight to more efficiently
address systemic risk and market abuse concerns.
Enhancing Transparency and Disclosure. OIA will collaborate
with other SEC divisions and offices on enhancing transparency
and disclosure. These efforts will include initiatives in support
of a single set of high-quality global accounting standards.
As the convergence exercise undertaken by the Financial
Accounting Standards Board (FASB) and the International
Accounting Standards Board (IASB) reaches its final stages,
efforts to advance the G20 objective of global accounting
standards will focus increasingly on the consistency of
application and enforcement of converged standards across
global capital markets, requiring increased collaboration and
information sharing with foreign regulators. To promote the
continuing quality of global accounting standards, OIA will
coordinate the SEC’s participation in the International Financial
Reporting Standards Foundation (IFRSF) Monitoring Board,
established to strengthen the institutional governance of the
IFRSF, the public interest overseer of the IASB. OIA will also
assist in addressing issues raised by the oversight of the
Public Company Accounting Oversight Board’s inspection of
registered foreign audit firms.
Technical Assistance: OIA will conduct a variety of international
technical assistance training programs in FY 2014. The training
will include three annual institutes at SEC headquarters,
including the Institute for Securities Market Development,
the Institute for Securities Enforcement, and the Institute
for Compliance, Examination and Inspection of Market
Participants. OIA also will offer regional and bilateral training
programs in Asia, Africa, Eastern Europe, the Middle East and
Latin America, which will promote cross-border supervisory
and enforcement assistance and implementing laws and
regulations that reflect high regulatory standards.

WORKLOAD DATA
FY 2012
Actual

FY 2013
CR

FY 2014
Request

SEC Requests for Foreign Enforcement Assistance

718

725

735

Responses to Foreign Requests for SEC Enforcement Assistance

450

455

460

Activity

Responses to Foreign Requests for SEC Technical Assistance
Foreign Officials Trained (Technical Assistance)
International Initiatives (including regulatory initiatives)
Total FTE
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283

285

290

1,355

1,370

1,385

814

825

830

36

41

46
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Office of the Administrative Law Judges

FTE: Headquarters

FY 2012
Actual

FY 2013
CR

FY 2014
Request

8

11

11

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

11

0

0

0

Pursuant to the Administrative Procedure Act and Federal
securities laws, administrative law judges preside at evidentiary
hearings where the Commission has determined that public
hearings are appropriate, in the public interest, and for
protection of investors. The hearings are conducted in a
manner similar to non-jury trials in Federal court.
Once the Commission initiates a public administrative
proceeding, it refers the case to the OALJ. After the hearing
concludes and the parties involved submit briefs, the judge
issues an initial decision that contains findings of fact, legal
conclusions, and an order that may contain a sanction.
Possible sanctions include, but are not limited to, imposition
of a cease-and-desist order, suspension of a broker-dealer
or investment adviser registration, payment of civil monetary
penalties, or disgorgement of ill-gotten gains. The parties
may appeal all or any portion of the initial decision to the
Commission, which can affirm, reverse, modify, set aside, or
remand for further proceedings. Appeals from Commission
action are sent to a U.S. Court of Appeals.

In FY 2014, the OALJ anticipates the Commission will
institute and order public hearings in about 210 proceedings.
However, the exact number and specific nature of cases
is unknown. The OALJ’s workload has been impacted
by the number of proceedings involving the revocation of
registrations for failure to file required periodic filings under
Section 13 of the Securities Exchange Act of 1934 and rules
under that section.
The administrative law judges plan to resolve roughly 210
proceedings in FY 2014. For these proceedings, the
OALJ expect to issue approximately 30 initial decisions.
OALJ expects that the other 180 proceedings will be resolved
through cancelations before the hearings. SEC administrative
cases canceled before hearing fall into three categories:
(1) instances of default where the respondent party fails
to participate; (2) instances where summary disposition is
granted; and (3) instances where the SEC and opposing
parties settle the administrative case prior to the hearing.
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WORKLOAD DATA
FY 2012
Actual

FY 2013
CR

FY 2014
Request

60

69

69

Ordered for Hearing

207

210

210

Disposed

198

210

210

Canceled Before Hearing

166

180

180

Activity
Proceedings Inventory:
Pending Disposition Beginning of Year

Canceled After Hearing

0

0

0

Initial Decision Issued

32

30

30

Pending Disposition End of Year

69

69

69

8

11

11

Total FTE

PAGE

116

F Y 2 0 1 4 C B J , F Y 2 0 1 4 A P P, A N D F Y 2 0 1 2 A P R

F Y

2 0 1 4

B U D G E T

R E Q U E S T

B Y

P R O G R A M

Office of the Investor Advocate

FTE: Headquarters

FY 2012
Actual

FY 2013
CR

FY 2014
Request

0

3

3

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

0

2

1

0

The Office of the Investor Advocate is required by Sec. 915 of
the Dodd-Frank Wall Street Reform and Consumer Protection
Act (Dodd-Frank Act). The Office is responsible for providing
assistance to investors in resolving significant problems they
may have with the SEC or with self-regulatory organizations
(SROs), and identifying areas in which investors would benefit
from changes to Federal laws or to SEC regulations or SRO rules.
In FY 2014, the Office will have three positions, comprised of
the Investor Advocate and Ombudsman and staff from the
Office of Investor Education and Advocacy. The SEC is not
requesting additional positions for the Office in FY 2014.
The funds made available to the Office of the Investor Advocate
in FY 2014 will permit the following key activities:
Investor Advocate: Consistent with the requirements in Sec.
915 of the Dodd-Frank Act, the Office will be responsible for
identifying problems that investors have with financial service
providers and investment products; analyzing the potential
impact on investors of proposed regulations and rules;
identifying areas in which investors would benefit from changes
in SEC regulations or SRO rules; and proposing changes in
regulations, legislation, or administration of programs that may
mitigate problems identified.
Ombudsman: The Investor Advocate is required by Sec. 919D
of the Dodd-Frank Act to appoint an Ombudsman, who will
act as a liaison between the SEC and any retail investor in
resolving problems that retail investors may have with the SEC
or with SROs. The Ombudsman’s responsibilities include

reviewing and making recommendations regarding policies
and procedures to encourage persons to present questions
to the Investor Advocate regarding compliance with the
securities laws, and to establish safeguards to maintain the
confidentiality of such communications. The Ombudsman will
evaluate the effectiveness of this program and also submit
semiannual reports to the Investor Advocate describing these
activities.
Annual Report on Activities: The Office is responsible for
preparing an annual report to the Congress summarizing its
activities to improve investor services and the responsiveness
of the SEC and SROs to investor concerns. The report is
required to identify and summarize the most serious problems
encountered by investors during the reporting period, and to
identify actions taken by the SEC or an SRO in response.
The report will also include recommendations for administrative
and legislative actions, if appropriate, to resolve problems
encountered by investors.
Investor Advisory Committee: The Investor Advocate will also
serve as a member of the Investor Advisory Committee, which is
authorized by Sec. 911 of the Dodd-Frank Act. This committee
advises and consults with the SEC on regulatory priorities and
protection of investors. The Office of Investor Advocate will
provide support and assistance to this advisory committee to
assist it with fulfilling its statutory mission.
Workload data is not currently available for the Office of the
Investor Advocate. This new office will be staffed during
FY 2013 and will develop workload by FY 2014.
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Office of Credit Ratings

FTE: Headquarters

FY 2012
Actual

FY 2013
CR

FY 2014
Request

14

28

29

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

23

4

2

0

The Office of Credit Ratings (OCR) was created in support
of the Commission’s mission to protect investors, facilitate
capital formation, and maintain fair, orderly, and efficient
markets. With the enactment of the Credit Rating Agency
Reform Act of 2006 (“CRA Reform Act”), Congress provided
the SEC with express authority to implement a registration
and oversight program for credit rating agencies that elect
to be treated as “nationally recognized statistical rating
organizations” or “NRSROs.” Among other things, this law
required the SEC to establish disclosure, recordkeeping,
and financial reporting requirements for NRSROs and
requirements with respect to preventing the misuse of
material non-public information by NRSROs, addressing
conflicts of interest in the production of credit ratings, and
prohibiting NRSROs from engaging in unfair, coercive, or
abusive practices. The Commission adopted rules in all of
these areas in June 2007.
In July 2010, Congress passed the Dodd-Frank Wall Street
Reform and Consumer Protection Act (“Dodd-Frank Act”),
which, among other things, amended Section 15E of the
Securities Exchange Act of 1934 (“Exchange Act”) to enhance
the regulation, accountability and transparency of NRSROs.
OCR is charged with administering the rules of the Commission
in determining credit ratings with respect to the practices of
NRSROs, for the protection of users of credit ratings and in the
public interest; promoting accuracy in credit ratings issued by
NRSROs; ensuring that credit ratings are not unduly influenced
by conflicts of interest; and helping to ensure that firms provide
greater disclosure to investors.

PAGE

118

F Y 2 0 1 4 C B J , F Y 2 0 1 4 A P P, A N D F Y 2 0 1 2 A P R

Office of Credit Ratings
OCR monitors the activities and conducts examinations of
NRSROs to assess and promote compliance with statutory
and Commission requirements. The monitoring activities are
geared towards providing information to SEC policy and
rulemaking staff. These activities include identifying and
analyzing risks; monitoring industry trends; and administering
and monitoring the NRSRO registration process and the
periodic updates by existing registrants of their Forms NRSRO.
The examination activities of OCR are focused on conducting
legislatively mandated annual, risk-based examinations of
all registered NRSROs to assess compliance with Federal
securities laws and SEC rules. OCR also conducts special
risk-targeted examinations based on credit market issues and
concerns and to follow up on tips, complaints, and NRSRO
self-reported incidents. OCR collaborates and coordinates
with other SEC Offices and Divisions as warranted to enhance
the OCR’s ability to serve the public interest and protect users
of credit ratings.
OCR is responsible for drafting annual public reports to
Congress addressing adopted and proposed rules, the status
of registrants and applicants, and the state of competition,
transparency, and issues related to the management of
conflicts of interest. OCR may be called upon to leverage
its expertise to conduct ad hoc research as warranted by
industry or credit market conditions and draft statutorily
mandated studies.

F Y

OCR was established by the SEC in FY 2012 with the hiring of
its Director in June 2012. Prior to the establishment of OCR,
examinations of the NRSROs were conducted by the Office of
Compliance Inspections and Examinations (OCIE) and NRSRO
monitoring and rule writing was undertaken by the Division of
Trading and Markets (TM).
The SEC is requesting six additional positions for OCR, for a
total of 41 positions in FY 2014. These new positions relate
to both new responsibilities and transferred responsibilities,
as discussed below.
The SEC has been tasked by the IOSCO Standing Committee
6 with being the lead regulator to organize and manage
the regulatory colleges for the major credit rating agencies
(Moody’s, Standard & Poor’s and Fitch). This broad assignment
requires creating three separate regulatory colleges, allocating
specialized staff to each such college and conducting meetings
throughout the year. In addition, there has been an increase
in the number and complexity of referrals to Enforcement as
a result of OCR’s regulatory exams and tips or complaints
received from the public – creating the need for an Enforcement
Liaison. Additionally, OCR has recently assumed some
transferred responsibilities from TM – including around rule
writing, legislative initiatives, exemptive relief requests and
employee trade tracking.
The funds made available to OCR in FY 2014 will permit the
following key activities:
Annual Examinations of All NRSROs: Examination of NRSROs
for compliance with Federal laws and SEC rules will account
for the significant majority of OCR’s workload in FY 2014.
Because the Dodd-Frank Act requires that the SEC conduct
examinations of each NRSRO at least annually, the SEC will
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examine all NRSROs on an annual basis. There were 10
NRSROs as of January 1, 2013, and we are also expecting
that there will be possible new registrants. The SEC’s scope
for its NRSRO examinations includes covering all eight areas
required by the Dodd-Frank Act, including the review of the
NRSRO’s compliance with its policies, procedures, and
rating methodologies; the NRSRO’s management of conflicts
of interest, implementation of ethics policies and internal
supervisory controls; and the NRSRO’s policies governing
the post-employment activities of former staff.
During the FY 2014 examinations, OCR will also follow up on
the findings of the prior exams and areas of identified risks.
In FY 2014, OCR will bring a special focus to assessing the
state of NRSRO compliance with the variety of new SEC
rules that are expected to be adopted in FY 2013. Once
adopted, these rules would impose new requirements on
NRSROs. In addition, the examination function requires
adding capabilities to allow for sweeps and/or targeted
examinations.
Public Examinations Report: OCR prepares a public report that
summarizes the essential findings resulting from the SEC’s
annual NRSRO examinations. The annual examination
report also includes information on whether the NRSROs
have appropriately addressed any previous examination
recommendations.
Annual Report: OCR also prepares an annual report that
provides an overview of the industry, pursuant to the CRA
Reform Act. This annual report is intended to capture and
highlight competitive trends, changing dynamics within the
industry, market share, unique challenges and opportunities
– and any other matters deemed useful to the public at large.
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WORKLOAD DATA
Activity
Annual Examinations and Other Examinations2
Public Examination Report
Annual Report on

NRSROs3

120

FY 2013
CR

FY 2014
Request

10

12

15

1

1

1
1

1

1

Studies, Reports and Related Matters4

1

2

2

Regulatory and Legislative Initiatives

1

15

15

Orders and No-Action Letters

PAGE

FY 2012
Actual1

1

3

5

Monitoring Meetings5

36

30

30

Form NRSRO – Initial Applications and Annual Certifications

12

15

15

Enforcement/TCR

18

25

30

International Initiatives

11

20

25

Business Processes6

15

25

25

Total FTE

14

28

29

1

OCR was established in June 2012. FY 2012 is estimated based on data for June 2012 – September 2012 and information gathered from other divisions and offices.

2

2012 Summary Report of Commission Staff’s Examination of each NRSRO.

3

Annual Report to Congress under Section 6 of the Credit Rating Agency Reform Act of 2006.

4

Assigned Credit Ratings December 18, 2012.
Report on Credit Rating Standardization September 7, 2012 (This report was created by TM; OCR assumed this function from TM once created).
Report on Review of Reliance on Credit Ratings July 21, 2011 (This report was created by TM; OCR assumed this function from TM once created).
Independence Study of Nationally Recognized Statistical Rating Organizations 2013.
Rating Analysis Licensing Study (2014).
Roundtable Follow up Report on Assigned Credit Rating Study (2014).

5

The monitoring, rulemaking and policy staff hold periodic monitoring meetings with NRSROs throughout the year. The meetings discuss non-exam related ratings topics
such as organizational and industry developments.

6

Office’s business operations, budget and finance submissions, Management Assurance / 961 Certifications, COOP, Dodd-Frank initiatives, miscellaneous initiatives, FOIA
requests, records management, external requests and internal audits, Congressional inquiries and justifications, self-assessment initiatives, risk assessment/risk matrix
initiatives, compliance testing and assessment, resource management and development processes, tracking enforcements, premises planning, training, technology and
operations initiatives, TCR processing. Manage the process for receipt and review of Form NRSRO applications for registration and the periodic updates by existing
registrants of their Forms NRSRO.
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Office of Municipal Securities

FTE: Headquarters

FY 2012
Actual

FY 2013
CR

FY 2014
Request

0

5

5

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

3

1

1

0

The Office of Municipal Securities (OMS), formerly part of
the Division of Trading and Markets (TM), was elevated to an
independent office that reports directly to the SEC Chairman
in FY 2012, as required by Sec. 979 of the Dodd-Frank Wall
Street Reform and Consumer Protection Act (Dodd-Frank
Act). OMS is responsible for administering the rules of
the Commission with respect to the practices of municipal
securities brokers and dealers, municipal advisors, investors
in municipal securities, and municipal issuers. OMS also
coordinates with the Municipal Securities Rulemaking Board
(MSRB) on rulemaking and enforcement actions.
The funds made available to OMS in FY 2014 will permit the
following key activities:
Coordination of the SEC’s Municipal Securities Activities: OMS
will be responsible for oversight of the municipal securities
market, advising the Commission on policy matters relating
to the municipal securities market, and providing technical
assistance in the development and implementation of major
SEC initiatives in the municipal securities area. In addition,
OMS will assist the Division of Enforcement and its Municipal
Securities and Public Pension Unit and other SEC offices
and divisions on a wide array of municipal securities matters.
OMS’s initiatives will include assisting with the implementation
of initiatives recommended in the Commission’s Report on
the Municipal Securities Market, issued on July 31, 2012
following a broad-based review of the market, and an update
to the Commission’s 1994 interpretative release concerning

the disclosure obligations of issuers of municipal securities.
OMS will also work with the Division of Risk, Strategy, and
Financial Innovation to improve surveillance of the municipal
securities market for emerging risks and communicate
with other SEC offices and divisions and other regulators
concerning market developments and possible regulatory
responses.
Oversight of and Liaison to MSRB and Other Entities: OMS will
be responsible for acting as the Commission’s liaison to the
MSRB, the Financial Industry Regulatory Authority (FINRA),
the IRS Office of Tax-Exempt Bonds, and a variety of investor
and industry groups and regulators on municipal securities
issues. In FY 2014, OMS will interact closely with the MSRB
and review all MSRB rule filings. It will communicate with the
MSRB Chairman, Board and staff concerning MSRB activities,
market developments, and potential improvements of MSRB
systems that either collect information for regulators or provide
information to the public. In addition, OMS will lead semiannual
meetings with the MSRB and FINRA regarding the municipal
securities market, as required by the Dodd-Frank Act; meet
with MSRB and FINRA staff regularly; meet with IRS staff
quarterly pursuant to the SEC’s memorandum of understanding
with the IRS; and coordinate with other regulators as needed.
OMS also will work closely with the municipal securities
industry to educate state and local governmental officials and
conduit borrowers about risk management issues and foster a
thorough understanding of the Commission’s policies among
all market participants.
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Execution of Dodd-Frank Act Responsibilities with Respect to
Municipal Advisors: OMS has significant responsibilities with
respect to implementation of Sec. 975 of the Dodd-Frank
Act, which amended the Securities Exchange Act of 1934
to require the registration of municipal advisors with the SEC
and provided for their regulation by the MSRB. In FY 2014,
OMS will finalize rulemaking relating to municipal advisors,

assist with the creation of a registration system for municipal
advisors, consult with the MSRB concerning the institution of
regulations applicable to municipal advisors, provide advice
to the Office of Compliance Inspections and Examinations
concerning inspections, and provide guidance to those who
may be required to register.

WORKLOAD DATA1
FY 2012
Actual

FY 2013
CR

FY 2014
Request

SRO Proposed Rule Changes Reviewed2

21

25

30

SEC Rulemaking and Interpretive Actions

1

2

2

Interpretive, Exemptive, and No-Action Request Letters Closed

0

2

3

Activity

Reviews of Potential Enforcement Actions

30

35

40

280

350

375

8

12

15

1,106

1,210

1,314

Registration Applications Filed

247

135

135

Registration Amendments Filed

54

29

29

Registrations Withdrawn or Canceled

62

31

31

0

5

5

Congressional, Governmental, Industry, and Public Correspondence and Inquiries3
Public Awareness and Market Outreach
Municipal

Advisors4

Registrants

Total FTE

PAGE
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1

In general, this workload data chart shows activities that previously were included in the workload data chart for the Division of Trading and Markets in the Congressional
budget request for FY 2013. As described above, starting at the end of FY 2012, the municipal securities functions formerly performed by the Division of Trading and
Markets were transferred to the new independent Office of Municipal Securities to carry out a Congressional mandate under the Dodd-Frank Act.

2

This data includes filings, pre-filings, and amendments reviewed.

3

This data combines correspondence and telephone/Internet inquiries.

4

This data reflects the expanded responsibilities assigned to the Commission for oversight of municipal advisors by the Dodd-Frank Act. This data includes only registration
of municipal advisory firms and does not reflect registration of individuals associated with municipal advisory firms, based on the temporary registration rules. Proposed
rules for registration of municipal advisors included a proposal to register individuals within municipal advisory firms separately as municipal advisors and estimated that
such registration of individuals would result in registration of approximately 21,000 municipal advisors. Depending on the approach taken in pending final rules towards
registration of individuals associated with municipal advisory firms, the numbers for registered municipal advisors could change, potentially significantly.
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Agency Direction and Administrative Support
FY 2012
Actual

(DOLLARS IN THOUSANDS)

FY 2013
CR

FY 2014
Request

FTE: Headquarters
Agency Direction
Office of Executive Staff

38

41

42

Office of Public Affairs

8

9

11

Office of the Secretary

30

31

34

76

81

87

9

16

16

Subtotal
Administrative Support
Office of the Chief Operating Officer
Office of Financial Management

74

79

83

Office of Information Technology

120

158

174

Office of Human Resources

82

102

113

Office of Acquisitions

46

44

44

Office of Operations Support

91

96

98

11

14

15

3

8

8

Office of the Ethics Counsel
Office of Minority and Women Inclusion
Office of Equal Emp. Opportunity

7

7

7

Subtotal

443

524

558

Total

519

605

645

$

90,246

$ 111,209

$ 130,484

$

161,021

Cost: Salaries and Benefits
Non-Personnel Expenses
Total

This section of the FY 2014 request details the SEC’s agencywide executive activities, operations, and administrative
functions and covers the following areas:
Agency Direction: Includes the Chairman’s and Commissioners’
offices, Office of Legislative and Intergovernmental Affairs
(OLIA), Office of Public Affairs (OPA), and Office of the
Secretary.
Office of the Chief Operating Officer: Provides executive
leadership in directing the management and coordination of
the SEC’s core mission support activities.

70,775

153,842
$

265,051

173,419
$

303,903

Office of the Ethics Council: Administers the Commission’s
Ethics Program and interprets the SEC’s Supplemental Ethics
Rules as well as Federal Government-wide ethics laws, rules
and regulations.
Office of Minority and Women Inclusion: Develops standards
for all agency matters relating to diversity in management,
employment, and business activities.
Office of Equal Employment Opportunity: Ensures that employees
and applicants for employment have equal opportunity in
employment.
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Agency Direction
FY 2012
Actual

FY 2013
CR

FY 2014
Request

38

41

42

FTE: Headquarters
Office of Executive Staff
Office of Public Affairs

8

9

11

Office of the Secretary

30

31

34

Total

76

81

87

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

8

13

54

12

Agency Direction is comprised of the Commissioners and
their staff, as well as the Office of the Secretary (OS), the
Office of Legislative and Intergovernmental Affairs (OLIA),
and the Office of Public Affairs (OPA). The Chairman’s Office
oversees all aspects of agency operations, as well as the
review and approval of enforcement cases and formal orders
of investigation and the development, consideration, and
execution of the SEC’s substantive policy and rulemaking
agenda. Matters such as the proposal or adoption of new
rules and the consideration of enforcement cases are also done
by the agency’s four other Commissioners and their staffs.
OLIA works with Members of Congress and their staff on
issues that affect the SEC and its mission, including consideration of legislation that might affect the securities laws or
other aspects of agency operations. OLIA also coordinates
testimony of SEC officials and oversees correspondence
sent between the Chairman and Members of Congress.
OPA coordinates the SEC’s communications with the media,
the general public, and foreign and academic visitors and
assists with internal communications. OS reviews all documents issued by the Commission, schedules Commission
meetings, prepares and maintains records of Commission
actions, advises the Commission and staff about practice
and procedure, and maintains the library and related databases and content.
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In FY 2013 and FY 2014, the Commission will work to protect
investors, strengthen the administration of the Federal securities
laws, and implement the rules being finalized with respect to
derivatives, clearing agencies, private funds and credit rating
agencies, among other things. OS plans to continue to enhance
management of administrative proceedings through the implementation of a new electronic filing system in FY 2012. Together,
with the Office of Information Technology (OIT), OPA and OS
will continue to redesign the SEC’s external website to improve
accessibility of information for investors, market participants,
and SEC staff and replace the outdated content management
system used to manage the SEC’s external websites and internal intranet. A new system will provide better functionality to
meet the needs of the Commission and will accommodate an
anticipated redesign for better access and usability.

The Commission
In FY 2014, the Commission will work to strengthen the
enforcement and administration of Federal securities laws, to
protect investors, to enhance the stability of financial markets
and to continue implementing the regulations mandated by the
Dodd-Frank Wall Street Reform and Consumer Protection Act
(Dodd-Frank Act) and the Jumpstart Our Business Startups Act
(JOBSAct). The result will be an SEC that continues to improve
investor safeguards and strengthen the U.S. capital markets.

F Y

The Commission expects to consider a significant number
of matters brought by the SEC’s Enforcement program.
In addition, the Commission plans to continue bolstering its
National Exam Program, improving risk-based targeting and
refining staffing and examination processes. The Commission
will continue efforts to strengthen the integrity and fairness of
the markets themselves, focusing on market structure, the
challenges and benefits of electronic trading, and potentially
abusive trading practices. On top of these core activities,
the Commission will largely complete implementation of
Dodd-Frank Act mandates, including creation of an oversight
regime for the over-the-counter derivatives markets, enhanced
supervision of credit rating agencies and clearinghouses, and
executive compensation regulation.
The Chairman serves as the chief executive of the SEC and
works closely with senior leadership to ensure the agency’s
resources are managed effectively. Under the Chairman’s
leadership, the SEC plans to devote significant attention to a
variety of internal reforms to enhance the agency’s operational
effectiveness, including the following:
• Enhancing the level of expertise among the agency’s
staff, including by hiring seasoned industry professionals
and enhancing training programs for existing staff;
• Advancing a number of vital multi-year technology
initiatives, such as developing tools to uncover hidden
risks to investors, further enhancing the agency’s tips,
complaints and referrals systems and the Division of
Enforcement’s HUB system, strengthening management
of the enforcement and examination programs, and
implementing an automated learning management and
performance management system; and
• Enhancing internal communications and taking other
steps in response to the agency’s results in the Annual
Viewpoint Survey of SEC staff.

Office of Legislative and Intergovernmental
Affairs
The Office of Legislative and Intergovernmental Affairs (OLIA) is
responsible for preparing congressional testimony, responding
to requests from Congress for information related to agency
programs, and monitoring congressional activities relevant to
the SEC’s responsibilities. In FY 2014, OLIA expects to assist
in coordinating numerous hearings and oversight requests, as
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well as technical requests from Congress and other financial
regulatory agencies on legislative initiatives and other matters.
The FY 2014 request includes no additional positions for OLIA.

Office of Public Affairs
The Office of Public Affair’s (OPA) principal responsibilities are
to coordinate the SEC’s communication with the media, the
general public, visitors, and SEC staff and to assist with internal
communications. OPA distributes news and information that
informs the public and staff about the SEC’s efforts to protect
investors, promote fair, efficient and orderly markets, and
facilitate capital formation. Finally, OPA plays a critical role in
managing, and developing content for, the agency’s website
and social media functions.
Through FY 2013 and FY 2014, OPA will work to provide
effective communication with the public, investors, and
other stakeholders. OPA intends to place a high priority
on using the Internet and other high-tech communications
tools, such as social media, to communicate with American
taxpayers more effectively and transparently. The SEC’s
website, www.sec.gov, and various social media platforms
(including Twitter, Facebook, mobile site, podcasts, and
e-mail notification) help keep stakeholders informed of the
SEC’s activities and provide better transparency of agency
operations. OPA will utilize the General Services Administration
secured government-wide agreements with YouTube, Google,
and Facebook to make it easier for government agencies to
use external, popular tools to communicate with the public,
while providing direction to the SEC’s efforts to modernize its
existing website communications.

Office of the Secretary
The Office of the Secretary (OS) directly supports the
Commission staff, maintains the SEC’s website and Intranet,
provides library and reference services to staff and the public,
and tracks filings in administrative proceedings. The SEC’s
rulemaking agenda and strengthened enforcement program
will have a significant impact on OS in FY 2013 and FY 2014.
Because all enforcement actions, examination reports, and
rulemakings flow through OS, a substantial increase in SEC
staff in FY 2014 will directly affect OS. A requested increase
of one position (less than one FTE) in FY 2014 will enable the
office to meet increased workload demands.
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Legal Operations: The Legal Operations Branch handles all
the processes by which the Commission considers matters
under its purview. Legal Operations staff review all SEC
documents submitted to and approved by the Commission
and ensure their appropriate online and/or print publication.
Legal Operations receives and tracks documents filed
in administrative proceedings, requests for confidential
treatment, and comment letters on rule proposals, and
monitors compliance with the Government in the Sunshine
Act. In addition, members of this office provide advice to
the Commission and the staff on questions of practice and
procedure.
Library Services: The Library Services Branch performs
a variety of activities in support of information programs,
including assisting SEC staff and the public with reference and
research requests, managing the Library collection, organizing
and conducting training sessions on electronic resources and
research techniques, and acquiring information products and

services. In FY 2012, the Library experienced a seven percent
increase in in-depth and quick reference requests, when
compared with FY 2011. Agency-wide training and orientation
sessions have also increased significantly. In FY 2012, the
number of contracts managed on behalf of the Commission
increased by five percent to over 195 contracts and the
number of passwords managed increased nine percent to
over 19,376 passwords. This upward trend is expected to
continue in FY 2013 and FY 2014.
Web Operations: The Web Operations Branch manages
the public Web site’s design and information architecture;
processes all comment letters submitted by the public to the
agency; serves as “webmaster” in communicating with the
public about SEC.gov; updates and enhances the agency’s
search engine to optimize search results; and develops,
implements, and manages tools, such as Really Simple
Syndication (RSS) feeds, to improve the dissemination of
information on SEC.gov.

EXECUTIVE STAFF
WORKLOAD DATA
Activity
Commission Meetings

FY 2012
Actual

FY 2013
CR

FY 2014
Request

73

80

85

Calendar Items

651

700

750

Seriatim Actions

528

575

600

32

34

35

FY 2012
Actual

FY 2013
CR

FY 2014
Request

20

18

25

9,600

10,000

10,000

664

660

660

3,660

4,000

4,000

6

7

7

Total FTE

OFFICE OF LEGISLATIVE AND INTERGOVERNMENTAL AFFAIRS
WORKLOAD DATA
Activity
Congressional Testimonies
Inquiries and Requests for Technical Assistance
Briefings for Congressional Staff
Chairman’s and Congressional Correspondence
Total FTE
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OFFICE OF PUBLIC AFFAIRS
WORKLOAD DATA
Activity
News Releases and Statements
Press Briefings and News Conferences
Combined Media Inquiries
Foreign and Academic Visitors
Total FTE

FY 2012
Actual

FY 2013
CR

FY 2014
Request

282

290

290

220

220

220

45,000

45,000

45,000

210

210

210

8

9

11

OFFICE OF THE SECRETARY
WORKLOAD DATA
Activity
Releases Processed

FY 2012
Actual

FY 2013
CR

FY 2014
Request

3,536

3,750

3,900

Public Comment Letters Processed

315,880

100,000

120,000

SEC Web Pages Viewed (in millions)

4,188

4,300

4,400

Searches on SEC Website (in millions)

2,097

2,100

2,200

667

667

667

Public Reference – Visitors
Library Password Management – Active Passwords

19,376

20,272

20,878

Library Acquisitions – Contracts Managed

195

212

220

Library Acquisitions – Acquisitions Transactions

526

561

626

Library Reference – In-Depth Research Requests

828

850

875

5,436

5830

6180

30

31

34

Library Reference – Quick Reference Requests
Total FTE
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Office of the Chief Operating Officer
FY 2012
Actual

FY 2013
CR

FY 2014
Request

16

16

FTE: Headquarters
Office of the Chief Operating Officer

9

Office of Financial Management

74

79

83

Office of Information Technology

120

158

174

Office of Human Resources

82

102

113

Office of Acquisitions

46

44

44

Office of Operations Support

91

96

98

422

495

528

Total

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

1

14

89

424

The Office of the Chief Operating Officer (OCOO) was established
in FY 2010. Led by the Chief Operating Officer (COO), the office
provides executive leadership in directing the management
and coordination of the SEC’s core mission support activities.
The OCOO vision is built on five key principles: (1) deliver
impeccable customer service and support; (2) promote a
customer centric “solutions provider” mindset; (3) provide
services valued by stakeholders; (4) collaborate as a valued
strategic contributor; and (5) foster an environment in which
staff are proud to work.
Accordingly, the OCOO’s mission is accomplished by the
coordinated activities of its five mission support offices:
• The Office of Acquisitions (OA) manages all acquisition
and contract planning management and oversight
activities for the SEC. OA was formed in FY 2012 as a
result of the reorganization of the Office of Administrative
Services (OAS). All non-acquisition activities were
segregated and transferred to the newly formed Office
of Support Operations, which is discussed below;
• The Office of Financial Management (OFM) oversees
the financial management and budget functions of the
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SEC by directing the formulation and execution of the
budget, monitoring resource utilization, developing and
maintaining financial systems, and managing financial
statements and reporting. OFM also manages SEC’s
fee collection program, travel policy, and program and
financial performance management program;
• The Office of Human Resources (OHR) oversees the
recruitment, training/development, reward and retention
of the SEC’s work force. OHR collaborates closely
with the SEC Union on labor relations issues, has the
overarching responsibility for the strategic management
of the SEC’s human capital, and is the key component
in supporting SEC’s capacity to recruit a talented,
multifaceted workforce;
• The Office of Information Technology (OIT) manages the
Agency’s IT program including application development,
infrastructure operations and engineering, user support,
IT program management, capital planning, information
security, and enterprise architecture. OIT operates the
Electronic Data Gathering Analysis and Retrieval (EDGAR)
system, which electronically receives, processes, and
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disseminates more than 500,000 financial statements
every year; and
• The Office of Support Operations (OSO), formerly the
Office of FOIA, Records Management, and Security
(OFRMS), was established in FY 2012. In addition to
managing requests under the Freedom of Information
and Privacy Act (FOIA/PA), agency official records,
and all Federal and contractor staff physical safety
and security activities, post reorganization the
OSO assumed responsibility for leasing, space and
facilities management, office supplies management,
transportation, mail distribution, publications, printing,
and desktop publishing – previously managed by the
office formerly known as OAS.
During FY 2012, the OCOO provided support for several
significant accomplishments and changes including the
achievement of the best independent financial audit results in
the history of the SEC, sustaining for the second consecutive
year no ratings of material weakness and eliminating significant
deficiencies in the information systems space; optimization
of internal procurement processes and improved conformity
with General Services Administration (GSA) office space
utilization standards. Additional achievements realized by
the OCOO include maturing of the SEC’s Operational Risk
Management capability and internal control environment;
enhancing transparency and improved FOIA practices;
improving employee engagement through implementation of a
“pay for performance” approach; instituting a next-generation
leadership development program; and continuing to recruit a
dynamic, innovative future workforce.
In FY 2013, the OCOO will continue to refine, stabilize, and
expand upon its FY 2012 improvements while focusing on its
four key cross-functional initiatives: infrastructure, processes,
talent, and flexibility. To deliver on these initiatives and
strengthen the organization’s foundation, the OCOO created
an FY 2013 roadmap that catalogs dozens of mission support
projects and initiatives that cross all disciplines.
To effectively monitor and measure success in meeting
these cross-functional initiatives, the OCOO is establishing a
dedicated Program Management Office (PMO). The PMO will
provide program management subject matter expertise and a
governance structure to ensure the OCOO’s roadmap of projects
and initiatives is executed effectively and efficiently. Examples

2 0 1 4

B U D G E T

R E Q U E S T

B Y

P R O G R A M

of the FY 2013 roadmap initiatives include enhancing employee
participation and providing opportunities for employees to
build the key skills, expertise, and competencies necessary
to deliver upon the SEC mission. It also includes providing for
continued business process redesign; development of a space
management master plan; refining internal communications
strategy; and implementing a targeted framework of activities
to identify, assess, respond, and monitor risk across the SEC.
Finally, for FY 2014, the OCOO will continue to fortify its
organizational capacity to keep pace with the agency’s mission
essential activities.

Office of Financial Management
The Office of Financial Management (OFM) is responsible for
the SEC’s financial and budgetary operations. OFM maintains
the agency’s financial systems and prepares financial
statements and reports; manages the formulation and
execution of the annual President’s Budget; coordinates
the agency’s performance and cost reporting; and oversees
internal controls.
During FY 2013, OFM completed Phase II of the SEC’s
deployment of the financial system at the Department of
Transportation’s Federal Shared Services Provider (FSSP).
Over the next two years, OFM will work closely with the
FSSP to implement its planned software upgrade and
the deployment of a new Federal government-wide travel
management system.
OFM will focus on refining processes affected by the migration
to the FSSP, to maximize their efficiency and effectiveness.
OFM will continue efforts to re-engineer processes related to
filing fee reviews and disgorgements and penalties, including
through system improvements. In FY 2013 and FY 2014,
OFM will assess and implement a new tool to manage
budget formulation, budget execution, and performance
measurement, and will work to deploy a financial datamart
to improve the efficiency and usability of management and
financial reporting. In FY 2013, OFM also will complete its
organizational realignment. This reorganization will bring
OFM into better alignment with the FSSP model, and it will
place greater emphasis on key areas such as internal control
monitoring, disgorgements and penalties, and travel.
OFM will continue to implement the Government Efficiency,
Effectiveness, and Performance Improvement Act of 2010.

F Y 2 0 1 4 C B J , F Y 2 0 1 4 A P P, A N D F Y 2 0 1 2 A P R

PAGE

129

F Y

2 0 1 4

B U D G E T

R E Q U E S T

B Y

P R O G R A M

OFM will help coordinate the development of a new SEC
strategic plan, as required by the Act in FY 2013. As part of
this effort, OFM plans to work with other divisions and offices
to reassess agency performance metrics to gauge the SEC’s
progress in fulfilling its mission and to promote accountability.
OFM also will continue to improve internal controls around
performance measures.

Office of Information Technology
Information technology (IT) plays a critical role in the mission
of the SEC. The increasing size and complexity of U.S.
markets require that the SEC continue leveraging technology
to streamline operations and increase the effectiveness of the
agency’s programs, building on the progress made over the
past three and a half years in modernizing technology systems.
The FY 2014 OIT budget request would add $56 million
for technology to support a number of key IT initiatives,
including enhancements to the system for receiving TCRs,
improvements to IT security, and infrastructure upgrades to
achieve efficiencies in business operations and reduce longterm costs.
The SEC plans to enhance its TCR Intake and Resolution
system in the following ways: establish an interface to the
agency’s exam and case management systems, provide
intake and routing functionality for referrals from self-regulatory
organizations (SROs), expand reporting, and implement
functionality to create and route referral memos. Additionally,
the SEC plans to develop a component of the TCR system
that will provide a triage function to automatically determine
the characteristics and risks of each TCR based on a set
of defined business rules and the use of SEC internal and
external information. The triage solution will be integrated
with the TCR Intake and Resolution system to automatically
provide SEC staff with an extensive amount of data that is
currently being researched manually.
The SEC also plans to make a significant investment in its
information security program. In FY 2014, OIT plans to
deploy a new set of security tools as well as develop and
train analytical staff to monitor, respond to, and remediate
threats, to rapidly address ever increasing security threats.
Additionally, in FY 2014, the SEC will invest in infrastructure
upgrades to achieve efficiencies in business operations and
limit long-term costs. For example, the SEC plans a number
of initiatives to automate business processes and share data
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across the agency to improve collaboration and content
management across the agency. Strategic replacement of
existing hardware and software will position the SEC to limit
increases in maintenance costs and improve long-term cost
efficiency of operations.
In FY 2014, the SEC intends to continue using its Reserve
Fund, established under permanent law, to fund large,
multi-year, mission-critical technology projects. The SEC plans
to use $50 million from the Fund for EDGAR modernization, the
Enterprise Data Warehouse (EDW), Knowledge and Document
Management systems, and a data repository, analytical tools
and a single software platform to allow analysis of Consolidated
Audit Trail (CAT) data. These key priorities will enhance the
SEC’s ability to improve service to registrants and the public;
integrate large amounts of data and more readily search and
analyze the data; and improve SEC business and operational
processes.
The multi-year effort of overhauling EDGAR will continue to
create a new, modernized system that will, among other
things, meet requirements for real-time system updates,
reduce filer burden by providing simplified search and filing
options based on filer experience (i.e., professional or novice),
improve data capture by moving to structured formats for
various SEC forms, and limit the long-term costs of operating
and maintaining the system. The EDGAR modernization effort
leverages the EDW, which will combine various streams of
data and help the public gain easier access to more usable
market data. The centralized EDW will allow organization of
data using standard definitions and structures, integration of
large amounts of data to allow enhanced analytical capabilities
and predictive modeling, and strengthened governance of
data controls and quality standards.
The central repository that the agency has mandated
the self-regulatory organizations (SROs) to create as part
of the CAT will increase the data available to regulators
investigating illegal activities such as insider trading and
market manipulation, significantly improve the SEC’s ability
to reconstruct broad based market events in an accurate and
timely manner, monitor overall market structure, assess how
Commission rules are affecting the markets, and decrease
regulatory data production burdens on SROs and brokerdealers by reducing the number of ad hoc requests from
regulators. The SEC plans to invest Reserve Fund dollars
to develop the SEC’s ability to intake CAT data and store
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it in the EDW, as well as to develop analytical tools and a
single software platform that will allow the SEC to identify
patterns, trends, and anomalies in the CAT data. The tools
and platform will allow seamless searches of data sets to
examine activity to reveal suspicious behavior in securitiesrelated activities and quickly trace the origin.
The exam and enforcement programs require the appropriate
technological infrastructure so that data can be easily
accessed, analyzed, and disseminated. In FY 2014, OIT will
work with the exam program to continue to focus on identifying
and acquiring additional data sets and information that can
be utilized in risk assessment efforts, examinations, and other
related initiatives. OIT will assist the Office of Compliance
Inspections and Examinations (OCIE) on identifying and
acquiring tools and resources that will assist in the analysis of
large amounts of data, and will potentially help generate alerts
and exception reports focused on identifying registered entities
that require additional follow-up by the staff. These tools
also will improve risk assessment and surveillance efforts by
providing the staff with a greater ability to monitor for trends
and emerging fraud risks or red flags, ultimately enabling the
staff to allocate and target SEC resources more effectively.
The Division of Enforcement is leading an agency-wide
deployment of an eDiscovery tool that provides investigative
staff with advanced tools to search across all case evidence.
For example, in FY 2012, the Division implemented technology
that drastically reduced the amount of time necessary to
review tapes of telephone conversations, a frequent and key
piece of evidence in insider trading cases. Enforcement will
soon eliminate the need for investigative teams to manually
re-key vast amounts of customer account data for use in
pattern analysis, by deploying software capable of extracting
financial data and fixed format content and making it available
to the analytical systems.
Additional investments planned for FY 2014 for the Enforcement
program include finalizing a single, dedicated unit to support all
Enforcement teams with the receipt and loading of materials
produced during an investigation; introducing a large file transfer
capability to permit the electronic transmittal of data directly
from entities to replace the current mode of submitting content
via the mail for manual tracking and loading; implementing
a document management system for Enforcement’s internal
case files; and revamping the current Bluesheets tools used to
collect trade data from market participants. Enforcement also
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is planning investments to integrate and reduce the number
of technical platforms and applications currently in use across
the Division, which is expected to reduce the administrative
burden on investigative and trial teams while lowering overall
maintenance costs for the SEC.

Office of Human Resources
The Office of Human Resources (OHR) provides operational
and consulting services in the areas of staffing, organizational
development, leadership and employee development,
compensation and benefits administration, position
management and classification, and employee and labor
relations. In FY 2013, OHR will continue to focus on the
modernization of OHR’s structure, policies, processes and
customer service model. The FY 2013 program priorities
described below stem directly from the detailed analysis of the
BCG recommendation and MAP design and implementation
plans. Work will continue to:
• Accelerate the hiring process significantly and increase
a range of services to attract and maintain a high quality
workforce; and
• Provide support to offices and divisions in all phases of
workforce planning, recruitment/staffing, and leadership
and employee development.
To maintain this level of support OHR is requesting an increase
of 33 positions in FY 2014.
In FY 2013, OHR will complete a major organizational change
to reengineer, streamline, and automate its many internal
processes. At the same time, OHR will continue to execute
its hiring reform action plan; execute targeted recruitment and
hiring plans to attract and retain employees with disabilities;
and meet new mandates associated with certain entry level
hiring programs (Pathways, recent graduates and Presidential
Management Fellows Programs).
In FY 2012, OHR completed a baseline profile and demand
analysis for workforce planning to inform hiring, strategic and
budget planning. Resources in FY 2013 will allow OHR to staff
a workforce planning group to ensure that data is understood
and used to make critical decisions and to more broadly
define agency-wide action plans and leadership accountability
focused on improving employee satisfaction as measured by
the Federal Employee Viewpoint Survey.
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Staffing and Employee Programs: Many of the needed human
capital reforms in OHR require clear and concise human capital
policies; an increase in data collection, analysis, and program
reporting; and re-engineering of work processes. OHR has
a process underway in FY 2013 to support these reforms
but work will continue into FY 2014 due to the scope of this
initiative. OHR will continue to focus on special emphasis
hiring, such as veterans and persons with disabilities; and
implementing benefits programs specific to the agency, as
well as those negotiated by OPM for all Federal employees.
During FY 2012, the OHR introduced the HR Manager role to
liaise with various divisions and offices. Further expansion of
this role across the SEC will be critical in FY 2014 to provide
support to all SEC organizations. In FY 2013, OHR will continue
to assess and modernize the transactional component of the
organization. Alternatives being considered include moving to
a different FSSP, a private industry outsourced model, and/or
introducing new technology to support existing and new staff.
Learning Management and Performance Management: The
planned investment in Securities and Exchange University
(SEC-U) for FY 2013 principally supports training and
development for employees directly involved in examinations,
investigations, fraud detection, litigation, and other core
mission responsibilities of the SEC. The SEC-U will provide
specialized in-depth training concerning market leadership
and changing market conditions, analytics and forensics,
and the SEC’s response to Dodd-Frank. The investment
in SEC-U will also fund employees for certain specialized
financial certifications and regulatory credentials, as well as
the advanced continuing education required for maintaining
legal and financial credentials.
Additionally, SEC-U will support ongoing management training,
to improve the competency of managers and supervisors
in the management and development of their employees.
This includes coursework such as the following: team leader
training, new supervisor training, leadership refresher courses
for tenured supervisors, executive leadership development,
new senior officer training, leadership elective courses,
leadership coaching and coaching tools, human resources
management, and 360 leadership assessment.
Finally, OHR implemented the SEC’s new evidence-based
performance management system (EBP) for all non-bargaining
unit employees during FY 2011 and FY 2012 as well as an
automated training system in FY 2012. Now that the system
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is in place, it will be used in FY 2013 to inform strategic plans
developed and executed for hiring and employee development.

Office of Acquisitions
The Office of Acquisitions (OA) is responsible for procuring
all goods and services for the SEC except real property and
employee training. OA provides oversight of the Government
Purchase Card program for the SEC, oversight of the
Contracting Officer’s Representative (COR) program, oversight
of the on-site contractors’ database, closing out contracts,
and is responsible for implementing and enforcing specific
Congressional legislation, Executive mandates, and other
directives from stakeholders outside of OA. OA also reports
detailed information on expenditures and assures contractrelated data is properly reported to Federal systems and
SEC financial systems. OA tracks and reports a broad range
of information in additional to financial data needed by the
SEC for its financial reporting. Examples include tracking
and reporting Buy American Act information, awards by
Congressional District, State, Vendor, business type, and
competition information, as well as small business and other
data necessary to assure transparency and accountability with
respect to numerous Federal programs.
In FY 2014, OA will further strengthen internal controls over the
contractual aspects of financial reporting. Although in 2012,
the SEC completed its initial migration to a FSSP administered
by the Enterprise Services Center at the Department of
Transportation, additional work is necessary to make the new
system more functional for contracting processes in 2013,
additional data reconstruction and entering non-migrated
information. Expanding on this work, in 2014 OA will focus
on further improving business processes in SSP support to
the PRISM system, such as improved interagency agreement
reporting, receiving, improved reporting, and other second or
third phase improvements to the contracting function within
the FSSP.
OA will continue to improve internal controls around
performance measures, and staff will support program
evaluation efforts directed at monitoring achievement of the
agency’s mission and assuring transparency for SEC business
data as well as accuracy of financial data.
OA’s pre-award workload value increased approximately
25 percent (total contract dollars awarded) in FY 2012 and
administrative workload also increased significantly. Based on
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current SEC-wide hiring projections, it is likely that there will be
a continued increase in contract awards in FY 2014. OA will
seek savings in operations by:
• Reducing the proportion of cost reimbursement, time
and materials, and labor-hour contracts by conversion
to firm fixed price contracts;
• Improving acquisition planning for recurring contracts to
reduce duplication of costs and use less expensive labor
categories (if feasible);
• Seeking further discounts from GSA schedule vendors
for awards made under the Multiple Award Schedule
program;
• Improving service contract assessments to achieve
maximum value and efficiency, as well as proper balance
between Federal and contracted positions;
• Reducing contracted support to OA; and
• Strengthening contract administration efforts, such as
invoice and quality reviews.
Based on current initiatives, it is likely that workload will
continue to increase due to enhanced attention to OA’s
implementation of the Contractor Performance Assessment
Reporting System, Electronic Subcontracting System, Small
Business Program improvements, and greater oversight and
reporting efforts.
OA expects to continue to improve outreach to stakeholders
throughout the acquisition chain and develop service/operations
level agreements while managing customer expectations.
Emphasis will be given to information technology where
expediting OIT procurements will be an area of management
attention.
OA will implement Management Assurance controls and
tracking. Another control that will be developed in FY13 and
robustly implemented in FY14 is a Contract Review Board,
not currently existing in the SEC.
In 2014, OA will take more responsibility and control for
the COR program and the Program/Project Management
programs to include enhanced training and staff performance
along with project success monitoring and improvements.
Significant management attention and resource dedication
is required to improve management and oversight of SEC’s
significant programs and contracts.
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Office of Support Operations
The Office of Support Operations (OSO) was formed in 2012
under the Office of the Chief Operating Officer. OSO combines
the former Office of Freedom of Information (FOIA), Records
Management and Security with the Office of Administrative
Services. OSO’s responsibilities include FOIA services, records
management, security services, and building operations.
In each of these areas, PSO aims to deliver impeccable
customer service and support.
In FY 2014, OSO is requesting four positions for the Office of
Building Operations unit to oversee office relocations and the
necessary construction required at each location to provide
agreed-upon tenant improvements.
Office of FOIA Services (OFS): OFS is responsible for receiving
and responding to requests for non-public records and public
records not available on the SEC website under the Freedom
of Information and Privacy Acts. OFS expects a large volume
of FOIA requests to continue, as public and Congressional
interest in the agency’s mission and activities remains high.
OFS estimates it will receive and process about 12,500 FOIA
requests in FY 2014.
Office of Records Management Services (ORMS): ORMS
develops, evaluates, and issues policies and procedures
enabling the agency to comply with the Federal Records
Act and other statutory and regulatory records requirements.
ORMS also coordinates the retrieval of non-active records
from records storage facilities and handles requests
for certified copies of agency records. The Presidential
Memorandum on Managing Government Records continues
to increase demands on the program. ORMS estimates that
document and certification requests will continue to increase
in FY 2013 and FY 2014.
ORMS maintains currency of SEC records schedules
and guidance in compliance with all Federal records laws,
regulations, and National Archives and Records Administration
guidance, as the SEC moves towards developing a centralized
automated records management system designed to maintain,
manage, and safeguard the SEC’s electronic information.
In FY 2013, ORMS will complete its records assessment visits
to the regional offices and begin records assessments in the
Headquarters. ORMS will convene the inaugural meetings
of the SEC Records Council, working closely with Records
Liaisons in each division and office.
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Office of Security Services (OSS): The OSS is responsible for
serving the SEC Headquarters and regional offices on matters
pertaining to physical and personnel security, emergency
management, safety, background investigations, and
Continuity of Operations (COOP). OSS develops and maintains
policies and procedures to promote and implement security
program principles and practices per Federal statutes and
regulations. OSS also manages the HSPD-12 and National
Security programs for the SEC.
In FY 2012, OSS initiated a comprehensive COOP program
development project. This includes market research, an
agency-wide review process, and an evaluation of the
agency’s mission essential functions and personnel. The SEC
COOP plan will be finalized in FY 2013, bringing the SEC into
compliance with the current Department of Homeland Security
and Federal Emergency Management Agency requirements.
The SEC will validate the COOP plan during the National Level
Eagle Horizon exercise in April 2013.
Personnel Security Operations (PERSEC) is responsible for
ensuring that all Federal employees, contractors, fellows,
and interns are properly investigated based on their position
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designation and sensitivity, consistent with all applicable
Federal statutes, regulations, and Executive Orders.
In FY 2014, PERSEC workload is anticipated to increase due
to new government standards and the pending release of
joint regulations from the Office of Personnel Management
and Office of the Director of National Intelligence, requiring
reinvestigation of employees occupying moderate and highrisk public trust positions.
Office of Building Operations (OBO): The OBO is responsible for
publishing, printing and mail operations, facilities operations,
and construction and leasing services. OBO provides daily
services to SEC staff ensuring they have the materials and
services necessary to optimize their performance.
In FY 2013 and FY 2014, OBO will oversee office relocations
and the necessary construction required at each location
to provide agreed-upon tenant improvements. OBO is
responsible for ensuring that costs and schedules are on
target and that the buildings provide functional, usable space
that meets applicable building codes and the SEC’s functional
needs based on a current Program of Requirements.
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OFFICE OF THE CHIEF OPERATING OFFICER
WORKLOAD DATA
FY 2012
Actual

Activity

FY 2013
CR

FY 2014
Request

16

16

FY 2013
CR

FY 2014
Request

Office of the Chief Operating Officer
Total FTE

9

OFFICE OF FINANCIAL MANAGEMENT
WORKLOAD DATA
FY 2012
Actual

Activity
Accounting and Finance
Quarterly/Annual Financial Statements Issued1
Financial Transactions Processed2
Financial Transactions

Analyzed3

Analysis and Reconciliation Reports Prepared4
FTE

36

36

36

44,976

0

0

2,006,629

4,400,000

4,400,000

206

410

410

63

67

71

Planning and Budget
Periodic Reports Issued5

65

65

65

66,149

66,149

66,149

FTE

11

12

12

Total FTE

74

79

83

Expenditure Transactions Processed6

1

This workload metric includes the five required financial statements, the Balance Sheet, Statement of Net Cost, Statement of Changes in Net Position, Statement of Budgetary
Resources, and the Statement of Custodial Activity on a quarterly and annual basis (20 statements total); and the four Investor Protection Fund financial statements as
required by the Dodd-Frank Wall Street Reform and Consumer Protection Act on a quarterly and annual basis (16 statements total).

2

This workload metric consolidates all budgetary allocation entries, travel vouchers, miscellaneous invoices, vendor transactions, and distribution transactions into one
workload metric. This metric is only applicable for the first half of FY 2012. Beginning in April 2012, the SEC transitioned their financial system to a Federal Shared Service
Provider that processes all transactions on behalf of the SEC. This metric will not be applicable after FY 2012.

3

This workload metric captures all financial transactions processed in the financial system and analyzed by SEC staff. This metric is applicable beginning with the second
half of FY 2012 and onward.

4

This workload metric accounts for all analysis and reconciliation reports prepared to review transactions processed by the FSSP. This metric is applicable beginning with
the second half of FY 2012 and onward.

5

This workload metric reflects the total number of all internal and external reports issued by OFM’s Planning and Budget Office.

6

This workload metric reflects the total number of all RQ and CQ transactions processed by OFM’s Planning and Budget Office.
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OFFICE OF INFORMATION TECHNOLOGY
WORKLOAD DATA
Activity

FY 2012
Actual

FY 2013
CR

FY 2014
Request

EDGAR Filings, Disclosure and Review
Online Searches for EDGAR Filings (in millions)
Number of Electronic Filings Received (in millions)1

1,800

2,041

2,041

1.8

1.9

1.9

Internal Process Improvements and Employee Productivity
User Requests for Helpdesk Assistance

69,552

71,000

72,000

Amount of Network-Based Storage (Terabytes)

2,325

3,940

4,580

Network Users

5,200

5,500

5,700

100%

100%

100%

869

900

900

16,050

16,500

16,500

120

158

174

Information Security and Disaster Recovery
Percentage of Major Systems Certified and Accredited
Filer Technical Support
Technical Support Internet & E-mail Inquiries
Technical Support Telephone Inquiries
Total FTE
1

This workload metric includes both the live and test files received. The peak record received is 21,000 filings for one day and 3,400 for one hour.

OFFICE OF HUMAN RESOURCES
WORKLOAD DATA
Activity
Personnel Actions Processed1,2

FY 2014
Request

13,700

14,000

1,229

1,352

1,366

684

700

725

Number of Training Session Attendees

21,860

22,500

23,000

Studies, Reviews, and Policies Issued5

100

150

175

82

102

113

Training Sessions Held4

Total FTE

136

FY 2013
CR

12,500

Recruitment Actions3

PAGE

FY 2012
Actual

1

FY 2012 data reports personnel actions processed, and reflects a decrease from FY 2011 due to completion of actions needed to implement an agency-wide settlement
agreement. FY 2010 and FY 2011 counts previously reported were higher due to the inclusion of other transactional type work (e.g., payroll documents).

2

FY 2013 projections are based solely on FY 2012 personnel actions processed and 10% growth in personnel actions each fiscal year.

3

OHR uses a model that assumes a 10 percent growth in recruit actions per fiscal year.

4

FY 2012 data is the total number of actual training sessions held by SEC. In prior years, self-directed on-line learning and individual external training were included in the
calculation methodology of this workload item.

5

Data for studies, reviews and policies issued includes employee relations and labor relations cases.
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OFFICE OF ACQUISITIONS
WORKLOAD DATA
FY 2012
Actual

Activity
Procurement Actions (Contracts and Purchase Orders)1

FY 2014
Request

2,911

3,000

3,300

SEC1

$302,666,817

$310,000,000

$320,000,000

Additional Value of Interagency Agreements Obligated (In Dollars)1

$40,000,000

$40,000,000

$40,000,000

Total value (In Dollars) of Contracts with Business Funded by
GPC Cardholder Statements Audited

74

80

80

1,300

1,300

1,300

Closeout Dollars

$14,000,000

$8,000,000

$6,000,000

CORs Managed

296

325

400

Small Business Actions Processed1

1,310

1,350

1,485

Dollars Spent with Small Business1

$119,853,817

$124,000,000

$128,000,000

39.7%

40%

40%

Closeout Actions Processed

Percent Small Business Dollars (23% Federal-wide Minimum Goal)1
Multi-Agency Collaborative

Actions1

Multi-Agency Contract Value Awarded1

831

800

850

$174,139,021

$175,000,000

$180,000,000

46

44

44

Total FTE
1

FY 2013
CR

Data Source: Federal Procurement Data System, as of January 7, 2013.

OFFICE OF SUPPORT OPERATIONS
WORKLOAD DATA
FY 2012
Actual

FY 2013
CR

FY 2014
Request

Records Management – Official Certs

2,931

3,200

3,500

Records Management – Document Requests

2,647

2,900

2,900

Activity

FOIA Requests Carried Forward From Prior FYs

392

370

400

New FOIA/PA Requests Received

11,292

12,000

12,500

FOIA/PA Requests Completed

11,302

11,400

11,500

Security Services – Interim Suitability Determinations made1

1,702

2,000

2,000

Security Services – HSPD-12 Credentials Issued

1,345

1,600

1,600

7

628

1,657

7.2

7.5

8

91

96

98

Security Services – HSPD-12 Credential Certificates Updated2
Print Production (Millions of Pages)
Total FTE
1

Number of cases initiated or found suitable by SEC Personnel Security. File cases are at different phases of completion, and may not be finally adjudicated.

2

The HSPD-12 credentials come with certificates, which expire after three years of issuance and need to be updated.
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Office of the Ethics Counsel

FTE: Headquarters

FY 2012
Actual

FY 2013
CR

FY 2014
Request

11

14

15

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

0

0

0

15

The Ethics Counsel is responsible for administering the
Commission’s Ethics Program and for interpreting the SEC’s
Supplemental Ethics Rules as well as Federal Governmentwide ethics laws, rules and regulations. The Ethics Counsel
provides independent legal analysis and advice to the
Chairman, Commissioners, and divisions and offices on ethics
issues. The Ethics Counsel is also the SEC’s liaison with the
U.S. Office of Government Ethics.
In FY 2012, the SEC established the Office of the Ethics
Counsel (OEC) as an independent office reporting directly to
the Chairman. Prior to FY 2012, the Ethics Counsel function
was part of the Office of the General Counsel.
Ethics counseling matters are expected to rise in FY 2013
and FY 2014, in part due to the change in leadership and the
exiting and entering of a large number of employees at senior
levels. In addition, there will be an increase in counseling
matters due to the overall increase in SEC staff. OEC has
responsibility for all agency financial disclosure requirements,
including review of the staff’s securities transactions.
This workload is expected to rise in FY 2014, commensurate
with the increase in SEC staff. Additionally, the passage
of the STOCK Act in FY 2012 created shorter deadlines
for financial disclosure review as well as increased posting
requirements. Also the OEC will continue to implement
new versions of its electronic ethics and compliance system
during FY 2013 and FY 2014.
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In FY 2014, the Office of the Ethics Counsel (OEC) anticipates
that ethics counseling matters will continue to rise due to a
number of factors. Recently, the OEC eliminated the Ethics
Liaison Officer positions throughout the SEC and the regions
in order to ensure consistency of and documentation of ethics
advice throughout the agency. As a result, OEC assumed
responsibility for all ethics advice given throughout the SEC.
OEC expects the number of counseling inquiries to continue
to increase to 6,450. In addition, the OEC handles all SEC
financial disclosure requirements, including review of the staff’s
securities transactions. Any increase in SEC staff generally will
have an impact on the work of the OEC, as each employee
must pre-clear financial transactions with the OEC.
Workload for the OEC has also increased due to the
implementation of a new electronic ethics and compliance
system and development of improvements to that system.
Targeted compliance audits, which are work-intensive and
time-consuming, will continue in FY 2013 and FY 2014.
In FY 2013, a major priority of the OEC has been an agencywide compliance exercise to ascertain the levels of compliance
with the agency’s supplemental regulations. In FY 2014
that work will continue. In addition, in accordance with
Congressional mandate and an OIG recommendation, the OEC
has increased its documentation and coordination of ethics
advice provided agency-wide. This has resulted in increased
workload and efforts to preserve advice and documentation.
Further, because the OEC is now an independent office,
management responsibilities have greatly increased.

F Y

The increase in the size of the Enforcement staff in FY 2013
and FY 2014 is also expected to generate an increase in
the number of enforcement matters that will need to be
reviewed by the OEC. The OEC reviews all Enforcement
memoranda sent to the Commission in order to assist the
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Commissioners and their counsels in reviewing for possible
conflicts. In FY 2012, OEC reviewed 1,200 memoranda and
expects the number of reviews to increase by 10 percent
annually with 1,452 memoranda anticipated in FY 2014.

WORKLOAD DATA
Activity
Ethics Counseling Inquiries1
Review of Public Financial Disclosure

Forms2

FY 2012
Actual

FY 2013
CR

FY 2014
Request

5,800

6,352

6,450

175

200

220

Commission Memoranda Review3

1,200

1,320

1452

Review of Confidential Financial Disclosure Forms4

2,418

2,500

2,600

200

220

240

17,344

19,078

20,985

3,250

3,400

3,500

11

14

15

Clearance of 8b Requests5
Pre-clearance of Requests for Trading6
Employees Trained in Ethics7
Total FTE
1

Assisting current and former employees with questions regarding ethics law, rule and regulation.

2

Review of the OGE 278 forms of senior officials.

3

Reviewing all internal Commission Action memoranda to assist with conflict review.

4

Review of OGE 450 forms of SEC staff.

5

Analysis and processing of requests by former SEC employees to represent a party before the SEC.

6

Analysis, under supplemental regulations, of requests by SEC staff to purchase or sell securities.

7

Employees who received face to face or computer based training from OEC staff.
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Office of Minority and Women Inclusion

FTE: Headquarters

FY 2012
Actual

FY 2013
CR

FY 2014
Request

3

8

8

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

0

0

0

8

Established in July 2011, the Office of Minority and Women
Inclusion (OMWI) is responsible for all matters related to
diversity in management, employment and business activities
at the SEC as required by Section 342 of the Dodd-Frank
Wall Street Reform and Consumer Protection Act of 2010.
The responsibilities of this Office include developing standards
for equal employment opportunity and the diversity of SEC’s
workforce (including senior management), the increased
participation of minority-owned and women-owned businesses
in SEC’s programs and contracts, and assessing the diversity
policies and practices of entities regulated by the SEC.
The Director of OMWI is required to advise the Chairman on
the impact of the SEC’s policies and regulations on minorityowned and women-owned businesses.
OMWI is requesting 5 additional positions in FY 2014 in order
to accommodate the expanding workload and responsibilities
associated with implementing standards required by Section
342 of the Dodd-Frank Act and to perform outreach pursuant
to Title VII of the JOBS Act.
In FY 2014, OMWI request five additional positions to meet its
expanding workload and responsibilities in the following areas.
Diversity of SEC’s Workforce: In FY 2012, OMWI created
an internal Steering Committee comprised of supervisors
and managers from the SEC’s Divisions and Offices to
provide guidance, suggestions, and solutions relating to the
requirements of Section 342. The Steering Committee assisted
OMWI in developing an agency-wide diversity and inclusion
strategic plan and standards to ensure equal employment
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opportunity and racial, ethnic, and gender diversity at all levels
of the SEC. The SEC’s diversity and inclusion strategic plan
is consistent with the President’s Executive Order 13583 –
Establishing a Coordinated Government-wide Initiative to
Promote Diversity and Inclusion in the Federal Workforce.
Beginning in FY 2013 and continuing into FY 2014, OMWI
plans to implement the goals and objectives identified
in the diversity and inclusion strategic plan, develop a
comprehensive training plan that addresses the needs of the
SEC’s workforce at all levels and expand the engagement of
the SEC’s Regional Offices in statutorily mandated outreach
activities. In addition, OMWI plans to expand its participation
at a number of recruitment and outreach events that target
minorities and women who are experienced professionals,
community advocacy organizations, and students.
Diversity of SEC’s Contracting and Business Activities: By the
end of FY 2013, OMWI anticipates that the “good faith”
contract language will be finalized and incorporated in all
SEC contracts for services that exceed the FAR simplified
acquisition threshold amount (currently $150,000). In FY 2014,
OMWI will initiate assessments of the SEC’s contractors to
ensure compliance with the “good faith” clause as required
by Section 342 of the Dodd-Frank Act. OMWI will collaborate
with the U.S. Department of Labor’s Office of Federal Contract
Compliance Programs (OFCCP) to develop standards and
procedures for annual review. OMWI will also offer training to
all staff engaged in procurement and/or acquisition activities
on the advantages, benefits, and scope of the agency’s
Supplier Diversity Program.
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Diversity Policies and Practices of SEC Regulated Entities: In
FY 2013, the SEC OMWI Director began working with key
agency staff to develop proposed standards by which the
diversity policies and practices of the regulated entities may
be assessed. OMWI also plans to participate in and host
roundtable discussions with securities and financial services
industry groups and trade organizations to solicit additional
in-depth feedback on the impact of the proposed standards
on the entities regulated by the agency. OMWI anticipates that
as the standards are implemented in FY 2014, it will provide
technical assistance to the regulated entities on compliance.

women-owned businesses, of the changes made by the
Act. As the minority-owned and women-owned businesses
communities are already included in OMWI’s existing supplier
diversity outreach efforts, OMWI is collaborating with other
SEC Divisions and Offices to develop the agency’s JOBS Act
outreach strategy. This collaboration includes ensuring that
the outreach required by the JOBS Act complements and
augments the SEC’s existing supplier diversity outreach and
initiatives required under Section 342. In FY 2014, the SEC
will conduct public meetings and seek other ways to provide
technical assistance as required by Title VII of the JOBS Act.

Title VII of Jumpstart Our Business Startups (JOBS) Act: Section
342(c) of the Dodd-Frank Act requires the OMWI Director to
develop and implement standards and procedures to ensure
the fair inclusion and utilization of minorities, women, and
minority-owned and women-owned businesses in all of SEC’s
contracting and procurement activities. The Jumpstart Our
Business Startups (JOBS) Act was designed to encourage
small business growth and startup funding by increasing the
ability of small businesses to raise capital and by lessening
certain regulatory requirements for individual investments in
new businesses. Under Title VII of the JOBS Act, the SEC
is required to conduct outreach to inform several business
communities, including minority-owned businesses and

Annual Report to Congress: OMWI is responsible for preparing an
annual report to Congress on its activities. The report includes
a discussion of the SEC’s efforts over the preceding year with
respect to diversity in the agency’s workforce and business
activities, including successes and challenges in operating
minority and women outreach programs, hiring qualified
minorities and women employees, and contracting with
minority-owned and women-owned businesses. The report
also includes quantitative information related to SEC’s
contracting activities (e.g., total amounts paid to contractors
during the past year, and percentage of that amount paid to
contractors that are minority-owned or women-owned).

WORKLOAD DATA
FY 2012
Actual

FY 2013
CR

FY 2014
Request

Legal and Other Reporting Requirements1

1

1

1

Recruitment2

Activity

Outreach and

49

40

40

Diversity and Inclusion Training3

0

2

4

Meetings4

0

5

5

3

8

8

Roundtable or Public
Total FTE
1

OMWI’s Annual Report to Congress.

2

OMWI’s Diversity and Inclusion programs are external and include participating in professional conferences and sponsoring events for both internal workforce and supplier
diversity pipeline development.

3

In FY 2013 OMWI, in collaboration with the Office of Personnel Management, will offer training on Unconscious Bias to all SEC managers. In FY 2014, OMWI plans to
expand training opportunities on diversity and inclusion topics to reach all levels of the SEC’s workforce, including topics related to promoting the increased use of minorityowned and women-owned companies in SEC’s business activities.

4

In FY 2013, as the standards for assessing the diversity policies of SEC’s regulated entities are developed as required by Section 342(b) of the Dodd-Frank Act, OMWI plans
to host a series of roundtable discussions in order to solicit information from industry representatives. In FY 2014, once standards are implemented, SEC plans to host
meetings to provide regulated entities technical assistance on compliance with the new standards. In addition, starting in FY 2013 and continuing into FY 2014, pursuant
to Title VII of the Jumpstart Our Business Startups (JOBS) Act, OMWI, in partnership with the Division of Corporation Finance, will host a series of public information
sessions to inform small and medium sized businesses, women-owned businesses, veteran-owned businesses, and minority-owned businesses of the new financing
options designed to streamline and eliminate the regulatory and legal barriers preventing emerging businesses from reaching out to new investors, accessing capital, and
selling shares to the public.
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Office of Equal Employment Opportunity

FTE: Headquarters

FY 2012
Actual

FY 2013
CR

FY 2014
Request

7

7

7

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

0

0

0

7

The mission of the Office of Equal Employment Opportunity
(OEEO) is to oversee and promote equal opportunity in
employment at the SEC. OEEO delivers equal employment
opportunity (EEO) compliance programs in counseling,
alternative dispute resolution, investigations and final agency
decisions to SEC employees, former employees and applicants
for employment who raise employment discrimination claims.
These EEO compliance programs are delivered partly through
contract vendors. OEEO also: (1) develops and delivers
mandatory and supplemental training on rights and remedies
available under Federal antidiscrimination laws; (2) conducts
an annual analysis of SEC workforce demographics (e.g., race,
sex, national origin and disability) and policies, practices and
procedures to detect barriers to equal employment opportunity,
and where barriers are identified, works with stakeholders to
develop and implement action plans to eliminate such barriers;
and (3) leads Employee Resource Groups to deliver cultural
heritage and educational programs to support the SEC’s
diverse and inclusive work environment.
For FY 2014, OEEO anticipates continued work on EEO
compliance programs and EEO training for current and new
leadership, as well as for SEC staff. The OEEO will continue
to implement recommendations resulting from the SEC
Barrier Analysis project to be finalized in FY 2013. OEEO will
also continue to leverage technology to meet the Equal
Employment Opportunity Commission (EEOC) requirement
that all Federal executive agencies report statistical data on
EEO complaints activity and continue to conduct the required
annual trend analysis of whether there are any barriers to equal
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opportunities in employment for any one or more demographic
groups. Further, OEEO will continue to support the SEC’s
eight Employee Resource Groups and provide them resources
to meet their programmatic goals.
In addition, as part of our proactive prevention strategies, the
EEO Office will develop/enhance new programs and initiatives
to include: (1) An Alternative Dispute Resolution Program
to address EEO complaints and workplace conflict; (2) EEO
Compliance Assessments of Divisions/Offices/Regional
Offices; (3) Liaisons to and from Divisions/Offices (including
all Regional Offices) to enhance the workplace environment;
(4) Coaching as a means of workplace conflict resolution; and
(5) Culture Change. In addition, to support the SEC’s inclusive
workplace efforts, the EEO Office will develop leadership and
peer mentoring initiatives for SEC Employee Resource Groups,
and will strategize with other agency stakeholders to leverage
the diversity of our Employee Resource Groups to accomplish
SEC mission imperatives (e.g., financial literacy outreach to
diverse communities).
In order to effectively deliver on the programming and initiatives
highlighted above, OEEO requests two additional positions
in FY 2014.
EEO laws and Executive Orders prohibit employment
discrimination in the workplace based on race, sex (gender
identity and pregnancy), sexual orientation, national origin,
color, age, religion, disability and protected genetic information
and also prohibit retaliation against individuals who participate
in the EEO process or oppose employment discrimination.

F Y

The EEOC has identified six elements of a “Model EEO
Program”, which Federal executive agencies should seek to
achieve. One key element is proactively preventing unlawful
discrimination. To that end, OEEO is committed to ensuring
that SEC fully complies with EEO laws and regulations by
providing EEO compliance programs and related training
programs and by conducting barrier analyses to identify any
policies, practices or procedures that pose barriers to equal
employment opportunities for employees and applicants for
SEC employment. Where barriers are identified, the OEEO will,
in collaboration with key stakeholders, develop and implement
action plans to eliminate the barriers.

Primary Responsibilities
• Provide avenues for resolving workplace disputes
stemming from EEO claims early and at the lowest
possible level;
• Deliver impartial, effective and timely counseling,
alternative dispute, investigation and final decision
processes;
• Provide training on the rights and remedies available
under EEO laws;
• Provide coaching and consultations on workplace
disputes that are perceived as discriminatory;
• Conduct annual assessments of SEC workforce
demographics by race, sex, national origin and disability
with respect to occupations, grade levels, and awards,
etc., and agency policies, practices and procedures to
determine if barriers to equal employment exist for any
one or more demographic group(s). If barriers are found,
develop and implement proactive measures to eliminate
such barriers;
• Report to Congress, Equal Employment Opportunity
Commission and Office of Personnel Management,
statistical data on complaint activity; discipline imposed
and reimbursements to the Treasury Judgment Fund in
connection with Federal court cases where employment
discrimination was found; and other ad-hoc and EEOrelated reports; and
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• Lead SEC Employee Resource Groups to deliver
educational and cultural heritage programs and Unity
Month events. Provide those members with necessary
tools and support to enhance their careers at the SEC,
thus, supporting employee engagement and retention.
In FY 2013 and FY 2014, OEEO will continue to provide
training and instructional programs to employees. This training
will cover, among other topics, EEO Law and Policy, the value
of Alternative Dispute Resolution, Preventing EEO-Based
Harassment and courses for managers on Avoiding and
Managing EEO Activity, and EEO in Navigating Recruitment,
Interview, Hiring and Selection Processes. To grow the
footprint and impact of SEC’s EEO program, OEEO will
continue with its plan to establish liaisons for all regional offices
and each division and office at headquarters. OEEO will also
leverage technology to enhance its reporting function and
coordinate all aspects of the SEC’s eight Employee Resource
Groups to support a more inclusive work environment
at SEC.
In addition, as part of our proactive prevention strategies,
the EEO Office will develop/enhance new programming and
initiatives to include: (1) an Alternative Dispute Resolution
Program to address EEO complaints and workplace conflict;
(2) EEO Compliance Assessments of Divisions/Offices/
Regional Offices; (3) liaisons to and from Divisions/Offices
(including all Regional Offices) to enhance the workplace
environment; (4) coaching as a means of workplace conflict
resolution; and (5) Culture Change. In addition, to support
the SEC’s inclusive workplace efforts, the EEO Office will
develop leadership and peer mentoring initiatives for SEC
Employee Resource Groups, and will strategize with other
agency stakeholders to leverage the diversity of our Employee
Resource Groups to accomplish SEC mission imperatives
(e.g., financial literacy outreach to diverse communities).
Based on these continuing and emerging EEO programmatic
responsibilities, OEEO requests two additional positions in
FY 2014.
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WORKLOAD DATA
Activity
Training and Instructional Programs

FY 2012
Actual
79

100

120

175

175

Legal and Other Reporting Requirements

26

26

26

Internal EEO Programs/Employee Resource Groups

75

85

100

30

70

7

7

Proactive Prevention1
Total FTE
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FY 2014
Request

125

Inquiries Handled

1

FY 2013
CR

7

This is a new category of programs and initiatives that the EEO Office will be deploying in an effort to reduce workplace conflict and enhance the SEC’s workplace culture
and environment. See narrative for more detailed description.

F Y 2 0 1 4 C B J , F Y 2 0 1 4 A P P, A N D F Y 2 0 1 2 A P R

F Y

2 0 1 4

B U D G E T

R E Q U E S T

B Y

P R O G R A M

Office of the Inspector General
FY 2012
Actual

(DOLLARS IN THOUSANDS)

FTE: Headquarters

FY 2013
CR

19

Cost: Salaries and Benefits

$

		 Non-Personnel Expenses

19

4,124

$

2,179

Total

$

FY 2014
Request

4,079

20
$

2,796

6,303

$

6,875

4,866
2,914

$

7,780

FY 2014 FTE BY SEC STRATEGIC GOAL
Goal 1

Goal 2

Goal 3

Goal 4

Foster and Enforce Compliance
with Federal Securities Laws

Establish an Effective
Regulatory Environment

Facilitate Access To Information
Investors Need

Align and Manage
Resources

0

0

0

20

The Office of the Inspector General (OIG) is an independent office
that conducts audits of programs and operations of the SEC
and investigations into allegations of misconduct by agency staff
or contractors. The mission of the OIG is to detect fraud, waste,
and abuse and to promote integrity, economy, efficiency, and
effectiveness in the SEC’s programs and operations. The rapid
pace of significant internal and external changes that affect the
work of the SEC drives the work of the OIG. By conducting
audits, inspections, and evaluations, the OIG supports the
efforts of Congress and the SEC to fulfill their responsibilities
and achieve their goals and objectives with respect to oversight
of the securities industry and investor protection.
In FY 2014, the OIG will continue its focus on improving
SEC programs and operations through audits, evaluations,
and reviews. It also will enhance staff and agency integrity
by investigating allegations of employee and contractor
misconduct. By conducting audits, evaluations, reviews,
inquiries, and investigations, the OIG supports the efforts of
Congress and the SEC to fulfill their responsibilities and achieve
their goals and objectives with respect to oversight of the
securities industry and investor protection. OIG’s investigative
workload remains high due to a variety of factors, including
increased Congressional focus on the SEC and increased
tips and complaints from the public. This trend is expected
to continue through FY 2014.

Further, the Dodd-Frank Wall Street Reform and Consumer
Protection Act (Dodd-Frank Act), which was enacted on July
21, 2010, imposed significant new responsibilities on the SEC
as a whole and, as a result, on the OIG. In particular, Section
966 of the Dodd-Frank Act required the OIG to establish
an OIG SEC Employee Suggestion Program to receive
suggestions by Commission employees for improvements in
the work efficiency, effectiveness, and productivity, and the use
of the resources of the Commission, as well as allegations by
employees of the Commission of waste, abuse, misconduct,
or mismanagement within the Commission. During FY 2014,
the OIG will continue to monitor, track, and analyze information
received through the OIG SEC Employee Suggestion Program.
OIG will also produce the annual report to Congress on the
aforementioned Program that is required by Section 966 of
the Dodd-Frank Act. In addition, OIG will operate a program
for recognizing employees who make suggestions through
the Program that increase the work efficiency, effectiveness,
or productivity of the Commission, or reduce waste, abuse,
misconduct, or mismanagement, as required by Section 966
of the Dodd-Frank Act.
In addition to heightened focus on the SEC, there has also
been an increased focus on coordinated IG activities in order
to strengthen the oversight of the Federal financial regulatory
structure. The SEC IG currently serves on the Council of
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Inspectors General on Financial Oversight (CIGFO), which
was established pursuant to Section 989E of the DoddFrank Act. The OIG participation on the CIGFO necessitates
additional resources to provide effective oversight. The OIG
will be required to prepare a section of the CIGFO’s annual
report to Congress that will highlight the concerns and
recommendations in the OIG’s ongoing and completed work,
focusing on issues that may apply to the broader financial
sector, and may be tasked to conduct other audit or review
activities as a member of CIGFO.
As the SEC staff increases from FY 2012 to FY 2013, SEC
programs and operations will increase and require more
oversight. This increase has and will add to the OIG’s workload.
As a result, in FY 2012, the OIG requested additional audit
personnel to continue effective oversight. The OIG currently
has 30 authorized positions and the addition of the audit
position will significantly aid the OIG’s efforts to conduct audits
and reviews of SEC programs and operations.

Regulatory Requirement
The Inspector General Reform Act (Pub. L. 110-409) was
signed by the President on October 14, 2008. Section 6(f)
(1) of the Inspector General Act of 1978, 5 U.S.C. app. 3,
was amended to require certain specifications concerning
OIG budget submissions each fiscal year.
Each Inspector General (IG) is required to transmit a budget
request to the head of the establishment or designated
Federal entity to which the IG reports specifying:
• The aggregate amount of funds requested for the
operations of the OIG;
• The portion of this amount requested for OIG training,
including a certification from the IG that the amount
requested satisfies all OIG training requirements for that
fiscal year; and
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• The portion of this amount necessary to support the
Council of the Inspectors General on Integrity and
Efficiency (CIGIE).
Following the requirements specified above, the OIG of the
U.S. Securities and Exchange Commission submits the
following information relating to the OIG’s requested budget
for FY 2014:
• The aggregate budget request for the operations of the
OIG is $7,092,381; and
• The OIG budget request incorporates sufficient aggregate
amount of funds for the operations of the OIG. The OIG
training needs have traditionally been partially funded out
of the agency’s training budget. We estimate FY 2014
OIG training costs at $45,000. The IG hereby certifies
that the aggregate amount requested satisfies all training
requirements for the OIG for FY 2014 and any resources
necessary to support the CIGIE. The estimated amount
of the SEC OIG’s contribution to the CIGIE is 0.24 percent
of the budget request, or $16,981.

Information Technology Investments and
Initiatives
The two major ongoing IT investments that OIG projects for
FY 2014 are an electronic investigation case tracking system
and an electronic audit work paper system. These systems
will improve the office’s efficiency in data storage and retrieval.
Further, these systems will allow OIG staff to collaborate
on projects more quickly, as information would be stored
centrally and would, therefore, be accessible to all who need
the information. Moreover, the systems could be used to
enhance records management procedures and reduce staff
requirements, making OIG operations more effective.
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WORKLOAD DATA
FY 2012
Actual

FY 2013
CR

FY 2014
Request

Pending Beginning of Year

6

7

11

Opened

9

14

14

Completed

8

10

14

Pending End of Year

7

11

11

19

19

20

Activity
Audits/Evaluations1

Total FTE
1

The Investigative workload of the Office of the Inspector General (OIG) is not included in the workload table because it would be inappropriate to speculate on the number
of investigations the OIG would need to conduct during a given time period.
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