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The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (Dodd-Frank Act)
directed the U.S. Securities and Exchange Commission (SEC) to engage an independent
consultant to conduct a broad and independent assessment of the SEC’s internal operations,
structure, funding, and the agency’s relationship with Self-Regulating Organizations (SROSs).
Issued in March 2011, the consultant’s study provided a portfolio of optimization initiative
recommendations designed to increase the SEC’s efficiency and effectiveness. This document is
the second of four agency reports to Congress on the implementation of the consultant
recommendations, as required by Section 967(c) of the Dodd-Frank Act.
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Explanatory Note

This report is provided pursuant to the requirements of section 967(c) of the Dodd-Frank Act.
Section 967(c) requires periodic reports on the “implementation of the regulatory and
administrative recommendations contained in” a consultant’s report required by section 967(b)
of the Dodd-Frank Act. The Commission has expressed no view as to whether or how any
recommendation contained in that consultant’s report should be implemented.

Moreover, no Commissioner other than the Chairman has had any substantive involvement in the
“Mission Advancement Program” (MAP) or the activities of the SEC staff and contractors
outlined in this report. The Commission has not endorsed any assessment, determination,
method, analysis, finding, or conclusion contained herein. The Commission was not consulted
on the decision to hire the consultant advising as to the MAP project or the cost and scope

thereof.

The MAP is the responsibility of the SEC’s Chief Operating Officer, who reports directly to the
Chairman. The Commission has not made any determination that this report is accurate or
complete. The Commission’s vote to provide this report to the Congress does not imply any

concurrence in or endorsement of any aspect of this report or the activities it describes.

Executive Summary

Over the last year, staff at the U.S. Securities and Exchange Commission (SEC) have conducted
in-depth assessments of potential organizational improvement opportunities across the agency.
These assessments cover topics ranging from the fundamental, such as how the agency can
improve the support of its regional structure and operations, to the practical, such as how the

agency can better hire, train, equip, and support agency staff at all levels.

In the last six months, this initiative, known as the SEC Mission Advancement Program (MAP),

has recognized operational improvements in three key areas.

e Reorganizing critical internal infrastructure. Following the 2010-2011 reorganizations of

the Division of Enforcement and the Office of Compliance Inspections and Examinations
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(OCIE), the SEC is restructuring the offices of Financial Management (OFM),
Administrative Services (OAS), Information Technology (OIT), and Human Resources
(OHR) to align the organizations; better define roles, accountabilities and decision rights;

and provide improved services to the program offices.

e Reviewing key processes for efficiency and effectiveness. Agency working groups have
analyzed a broad array of agency activities in an effort to reduce unnecessary steps,
improve the distribution of resources to key activities, insert stronger internal controls,

and improve responsiveness within the agency and to the public.

e Locating cost savings opportunities. A Continuous Improvement Program (CIP) has been
created to identify potential program savings and pay constant attention to costs, to date
resulting in the identification of opportunities that are projected to save more than $8.3

million over the next two years.

Having completed the initial stages of review and analysis, it is anticipated that the level of
activity related to MAP projects will be reduced in FY 2012. Staff and management time to
devote to this initiative will continue to be in short supply, and future phases of implementation
are likely to require levels of funding that must be directed at other agency priorities at this time.
For this reason, future activity will be focused on a limited number of projects from among those
initiatives described below based on an assessment of their relative potential for operational
impact or cost savings. In the coming months, the working groups will continue to assess the
changes suggested by BCG to refine and identify those that would provide the most benefit to the
SEC and the public.

Introduction

The U.S. Securities and Exchange Commission (SEC) is responsible for enforcing the securities
laws governing the largest markets in the world in which millions of Americans participate. In
order to fulfill our mission of protecting investors, maintaining fair, orderly and efficient markets
and facilitating capital formation, the agency must currently oversee 11,700 investment advisers,
close to 4,500 broker-dealers with an excess of 160,000 branch offices and 9,700 mutual funds
and exchange traded funds. The agency is responsible for the review of more than 9,100
reporting companies, including tens of thousands of disclosure documents filed each year and is
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tasked with reviewing and monitoring initial public offerings and other public capital markets
transactions of corporate issuers, public asset-backed securities offerings, proxy statements,
public mergers, and acquisitions and tender offers. The SEC also oversees approximately 450
transfer agents, 15 national securities exchanges, 9 nationally recognized statistical ratings
organizations (NRSROs), 8 active clearing agencies, as well as the Public Company Accounting
Oversight Board (PCAOB), Financial Industry Regulatory Authority (FINRA), Municipal
Securities Rulemaking Board (MSRB), the Securities Investor Protection Corporation (SIPC),
and financial markets where more than 5 billion shares of common stock are traded each day.
Due to recent changes in the law, smaller investment advisers will transition from SEC to state
oversight during 2012, but with the corresponding addition of advisers to private funds, the
agency will still oversee an estimated 10,000 investment advisers with about $44 trillion in assets
under management. During FY 2012 and FY 2013, the agency also expects to fully implement
its new oversight responsibilities with respect to municipal advisors and entities registering in

connection with the security-based swap regulatory regime.

Fundamentally, enforcement of the securities laws and oversight of the markets are the agency’s
core strengths. The agency regularly evaluates the methods that it uses to monitor markets and
market participants, implementing changes when necessary that may result in the restructuring of
its major program offices. In recent years, this has included significant changes in the
organization and focus of the divisions primarily responsible for enforcement and examination of

regulated entities.

However, until recently, the agency rarely assessed the strength of its own internal support
infrastructure—the critical but less visible processes, procedures and tools that the agency relies
upon to ensure basic needs, such as hiring staff that possess the skills the agency requires, are

met.

The March 2011 report by the Boston Consulting Group (BCG)* mandated by Section 967 of the
Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (Dodd-Frank Act) which
recommended a number of improvement initiatives, primarily focused on the agency’s support

infrastructure. The BCG report discussed a variety of challenges facing the agency and suggested

! This report is available online at http://www.sec.gov/news/studies/2011/967study.pdf
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approaches to improve support for its mission, ensure the proper mix of skills in its workforce

and improve decision-making.

Over the last year, the agency’s leadership and staff have used the opportunity presented by the
BCG report and other observations by stakeholder groups to focus on organizational
improvements. Significant BCG report recommendations have been adopted, centralizing and
strengthening the SEC’s support functions by merging similar functions and eliminating

duplicative offices.

However, SEC staff have gone further by employing an organizational approach directed at
continuous improvement, cost savings, responsiveness, and efficiency. Instead of an episodic
approach to cost reduction and process improvement, the agency is redesigning processes to be
more efficient at identifying and implementing cost savings initiatives. In addition, working
groups have implemented enhanced internal risk management controls, outsourced non-core
support service responsibilities to other federal government agencies and private-sector
organizations that can perform them more efficiently, and spent considerable effort on updating
policies and procedures used to govern day-to-day operations. Major divisions and offices are
reviewing their work processes to eliminate redundant reviews, shorten turnaround time, or make
more informed decisions about how to best use staff time. Divisions and offices are also working
to enhance document and data management and more effectively disseminate knowledge across
the organization.

The Mission Advancement Program

These improvements as well as proposed improvements reflect consideration by staff working in
a coordinated fashion through the Mission Advancement Program (MAP), which provides a

framework for systematically evaluating and implementing change throughout the agency.

Under the program, staff from divisions and offices are following a disciplined process to
identify potential organizational changes and the impact of those changes on the SEC’s mission
and operations. To tackle the opportunities for improvement, a number of working groups have
been assembled, each led by a senior SEC executive and consisting of cross-organization
membership at various levels, supported by consultants. The working groups have analyzed

possible improvement initiatives identified by BCG and others and evaluated their feasibility.
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The working groups considered choices, such as whether the SEC should undertake the

initiative, the cost (financial and human) to move forward, and next steps.

Led by an Executive Steering Committee (ESC) of senior SEC staff management, the working
groups have spent the past six months—in addition to all of their regular duties—performing
analysis and planning to set priorities, managing the use of financial resources and staff time, and

taking a methodical approach to implementing changes.

To efficiently organize and communicate the initiatives, this effort is divided into four

“management agenda” categories, each supported by several working groups.

1. Optimize the agency’s organizational structure: Restructure divisions and offices to
align with the SEC’s strategic direction, clarify purpose, reduce duplication of effort,
and eliminate organizational confusion.

2. Improve controls & efficiency: Develop internal mechanisms to locate cost savings,
enhance operational and market risk management, gather data, and clarify or
streamline business processes within division and offices.

3. Enhance the workforce: Identify and improve resources to meet the organization’s
dynamic need for talent.

4. Strengthen capabilities: Provide the organization with the tools to execute its core

function of overseeing the markets and market participants.

Figure 1: Initiatives Aligned to Agenda Items (As of January 2012)?

Agenda Item Initiatives

e Restructure SEC organizations to improve efficiency
Optimize the Agency’s e Conduct a regional organizational assessment

Organizational Structure | ® Reprioritize mission activities
o Seek flexibility from Congress on Dodd-Frank-mandated

offices
Improve Controls & e Implement a Continuous Improvement Program
Efficiency e Review the Commission / staff interaction process and

delegations of authority

Z For additional information regarding the connection between workstream numbering contained in the SEC’s first
six-month report on BCG report implementation and the present-day MAP working groups, please see Appendix A.
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Agenda Item Initiatives

e Enhance the SEC’s Operational Risk Management capabilities

e Conduct an outcome-oriented performance measures feasibility
study

e Strengthen oversight of SROs
e Centralize and coordinate approach to SRO Interaction
e Strengthen processes for SRO Rule Proposals

e Perform an analysis of the SEC’s workforce

e Accelerate roll-out of the SEC's Evidence-Based Performance

Enhance the SEC’s Management System

Workforce e Create a plan to respond to shifting workload
e Fill vacancies with employees who meet high priority skill
needs
Strengthen the SEC’s e Develop a capability to monitor and manage market risk
Capabilities e Transform OIT and enhance technology capabilities

3

e Create a “Technology Center of Excellence

The purpose of this report to Congress, the second of four reports mandated by the Dodd-Frank
Act, is to discuss the progress that SEC staff has made in implementing systemic organizational
change to increase efficiency and effectiveness. The staff recognize that meaningful
organizational improvement is not a “quick fix”: change will require prolonged effort over
several years, and reconsideration of some of the fundamental methods the organization uses to
carry out its work. The intent of this report is to communicate the gains in efficiency,
effectiveness, cost savings and customer focus over the last six months, and to describe the
challenges, strategy and agenda for future organizational improvement, in keeping with the

requirements of the Dodd-Frank Act.

® The “Technology Center of Excellence” refers to BCG recommendation 3¢, which proposed implementation of a
small office, structured as a joint venture between TM, RSFI and OIT, that would catalogue existing and emerging
technologies and conduct assessments into the impact of these technologies on market behaviors and structures, with
a strong emphasis on identifying any regulatory implications.
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Agenda Item 1: Optimize the agency’s organizational structure

To improve agency performance, there is a need to rethink division and office organizational
structure and appropriately position the agency to respond to shifting regulatory demands. Initial
focus has centered on the support services functions, as there is widespread recognition of the
need to improve program office support so that other divisions and offices can effectively carry
out their core activities. To this end, during the past year, working groups have redesigned the
organizational structure and roles and responsibilities for the Offices of Human Resources
(OHR), Financial Management (OFM), Administrative Services (OAS), and Information
Technology (OIT), and have created a new Office of the Chief Data Officer (OCDO) to
coordinate efforts to improve quality, controls, and availability of information across the
organization. In all these efforts, particular attention has been placed on improving operational
efficiency, removing activity duplication, and instilling a performance-based and customer-
focused environment. For example, OHR recently implemented a Human Capital Manager
(HCM) pilot program designed to ensure alignment of OHR’s efforts with each part of the
agency’s needs and hiring strategy.

In parallel to the restructuring of support service offices, working groups have begun the process
of redesigning key program offices. The Office of Compliance Inspections and Examinations
(OCIE) has developed a new governance model for its National Examination Program (NEP);
created the first nationwide, comprehensive exam manual; established a central Office of Risk
Analysis and Surveillance; and appointed new National Associate Directors for key NEP
programs to lead collaboration, consistency and knowledge sharing across the home and regional
offices. OCIE and the Division of Enforcement have also jointly developed a framework for all
major operational functions in the regions to define the future roles and responsibilities of the
shared Assistant Director for Regional Operations (ARDO) and have released a new Tips,
Complaints and Referrals (TCR) allocation approach, resulting in improved distribution of TCRs

across the organization.

As part of an effort to identify and reprioritize critical activities, program divisions and offices
are in the process of identifying other activities that warrant further study to determine the
appropriate scope of potential changes. Efforts are ongoing to find further efficiencies and cost

savings through the potential outsourcing of additional support services functions, such as the
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leasing and supply management functions. Analysis into the feasibility of other opportunities
across all support service functions is ongoing. An impact analysis will be necessary to
determine whether to scale up/commence, scale down, stop or externally delegate specific
activities. The results of the analysis will help in the consideration of potential improvements to

the allocation of scarce resources.
Key initiatives include:
Reorganizing the Office of Administrative Services

The Office of Administrative Services (OAS) is responsible for a wide range of functions, from
the simple (e.g., Mail Operations) to the more complex (e.g., Acquisition). A working group
conducted a comprehensive organizational analysis of OAS, including a review of the office’s
organizational structure, workforce, and key business processes and policies that resulted in the
development of governance internal controls, recommendations for improved operations, and a
corrective action plan. The overarching goal of the analysis was to assess the entire office, then
provide and implement recommendations to improve the performance of each function in the

organization.

The assessment found key improvement opportunities, particularly within the areas of
Acquisition and Facilities Management. Key findings included: OAS has a disparate group of
functions from the highly consultative to the very transactional, the workforce profile indicated
that nearly half of staff are new to the organization (hired with the last three years), and key skill
gaps exist across OAS. In addition, process improvement and internal controls improvement
opportunities exist across OAS, specifically in the leasing and acquisition functions, and data
management challenges with Acquisition systems have led to decentralized workload

management.

The assessment also included an in-depth study of the OAS workforce, analyzing workload (i.e.,
time spent performing key functions) and organizational skills (i.e., required skills to perform
OAS tasks and current skills of the staff in these roles). The organizational skills assessment
evaluated staff and identified key areas to focus future training or suggested further investigation

of outsourcing opportunities.
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The assessment concluded in November 2011 with an organizational analysis and
implementation/corrective action plan that recommended a revised organizational design and
updated processes to improve internal controls and meet customer requirements. The primary
recommendation splits the OAS organization and creates a stand-alone Office of Acquisition
(OA), designed to improve senior management oversight and help strengthen the capacity and

workforce of the acquisition function. Other key changes include:

e Consolidation of the Office of Real Property functions into two branches, one focused on
Real Property to manage the new relationship with the General Services Administration
(GSA), and one on Facilities Management, providing clarity to customers on how to

access services such as leasing, construction and relocation management.

e Consolidation of OA IT procurement branches, reducing the need for a branch manager

and providing clarity to customers who desire information technology purchases.

e Formalization of the OA Intake branch to centralize procurement actions, rationalize
spending, gain greater efficiencies, and provide customers with a single point-of-contact
in OA.

OAS management is in the process of managing the transition. Full implementation of the new

organizational structure is expected by summer 2012,

The working group also reviewed each OAS function for potential cost savings. Opportunities
were identified where appropriate based on external benchmarks, current and expected workload,
and feasibility of transition to external service providers. One opportunity for savings is
transitioning the SEC’s Supply Management function to Paperclips, part of the Winston-Salem
Industries for the Blind. The decision to use Paperclips has numerous benefits, including creating
accountability and control over the consumption of supplies resulting in cost savings, eliminating
OAS responsibilities associated with supply management enabling staff to focus on more
pressing customer needs (estimated savings of approximately $250,000 per year based on the
salaries of three full-time supply technicians), savings associated with only purchasing the
supplies the organization actually uses rather than a projection of what offices think they need,
and providing job opportunities to the disabled. This transition is expected to occur in 2012,
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Another overall cost savings opportunity identified and currently in implementation is OAS
negotiating lease extensions for SEC workplaces. SEC has worked with the U.S. General
Services Administration (GSA) to review its space allocations for the requirements of its
Regional Offices. In order to give GSA time to procure long-term space for the SEC, GSA has
recommended that SEC negotiate several short-term leas extensions that will result in lower
rental rates at two locations — the Chicago and Denver Regional Offices. Lease extensions for
the Chicago and Denver Regional Offices will save $500,000 and $61,000, respectively, in FY
2012. In FY2013 their cumulative savings will be more than $640,000. The working group

continues to seek additional opportunities for cost savings and operational efficiencies.

The assessment also validated the need for improvements in both the decision-making and
internal controls processes associated with leasing actions. Over the past six months, OAS
management has implemented two primary initiatives to address these issues: entering an
agreement to transfer leasing actions to GSA and implementing a rigorous governance process to

define and approve real property requirements.

e The SEC signed a Memorandum of Understanding (MOU) with the GSA Public Building
Service (PBS) on August 1, 2011. Under the agreement, GSA will be responsible for
procuring and administering all new leases. OAS will administer existing leases as well
as negotiate, procure, and administer any necessary extensions, after formal review and
concurrence by GSA. This initiative greatly reduces the operational risk identified with
the organization’s leasing practices and allows OAS to focus on conducting real property
capacity planning that supports the overall SEC mission, rather than executing leasing

transactions.

e The working group also created and implemented the Real Property Advisory Council
(RPAC) to apply rigorous agency-wide governance to real property recommendations.
This governance body seeks to ensure accuracy in scope and scale of all SEC Real
Property requirements prior to moving forward with any actions with GSA. These
requirements include, but are not limited to: new space, lease renewals, major space
configurations, strategic capacity plans, and workplace strategies. The RPAC is chaired
by the COO and has representation from every office and division in the SEC. This body

will also evaluate real estate requirements prior to initiating any GSA activities associated
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with new leases. The RPAC met twice in October 2011 to discuss and agree to the

recommendations from GSA on the terms of renewals for the four leases expiring in 2012

Reorganizing the Office of Financial Management

OFM administers the financial management and budget functions of the SEC. The office assists
in formulating budget and authorization requests, monitors the utilization of agency resources,
and develops, oversees, and maintains SEC financial systems. In the third quarter of FY 2012,
OFM is moving to a new financial management system that will be hosted, operated, and
maintained by the Department of Transportation’s Federal Shared Service Provider (FSSP). The
FSSP system will provide a modernized technical infrastructure; improve the controls
environment; and eliminate the onus on SEC staff for development, maintenance, and ongoing
operations, moving it to DOT, an organization that regularly provides the service as a
demonstrated competency. The FSSP system will provide better data quality and controls and
will remove a significant amount of transactional work, allowing OFM to concentrate on core
activities (e.g., financial reporting/analysis, accounts payables and receivables, and data

management) and budget management (i.e., planning and execution).

This modernization initiative, as well as additional business process redesign efforts including
redesign of the Disgorgement and Penalties and Filing Fee functions, seek to strengthen financial
operations and analysis, increase efficiency, enhance internal controls, and create savings in

contractor and technology spending.

The organizational assessment found that while OFM has an effective overall organizational
design focused on job functions, there are certain areas where roles and responsibilities warrant
additional clarification. Further, the management layers and number of direct reports for each

manager are inconsistent, leading to communication challenges.

The review of OFM’s processes found that many processes are manual and use a disparate set of
systems, tools, and non-repeatable searches and queries, resulting in slower report production.

Finally, the assessment concluded that the organizational structures of a few key OFM functions,
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including Disgorgements (which is responsible for returning ill-gotten gains to investors) and

Internal Controls, should be changed to reflect their importance to the agency.

The assessment yielded recommendations for a modified organizational structure that was tied
more directly to job functions, and clarified roles and responsibilities for each unit. Key changes

include:

e Creating consistent management layers across OFM, and revising each manager’s
number of direct reports. This will clarify reporting responsibilities, remove potential

decision-making bottlenecks, improve communications and reduce costs.

e Creating an organizational unit dedicated to distributing disgorged funds to harmed
investors, and dedicating other staff members to internal controls, operational risk
management, and audit preparedness. These changes will elevate the visibility, focus, and

importance of these functions.

e Increasing service to internal customers with dedicated OFM points of contact to support

mission-critical objectives.

e Elevating key strategic functions to Branch Chief and Assistant Director levels to clarify

accountability.

e Bolstering analytical functions within Budget Execution and Financial Reporting as well

as Reporting and Analysis teams.

In addition to these planned changes to the organizational structure, OFM has made
improvements to strengthen its operational risk and internal control activities. In FY 2011, the
Government Accountability Office (GAO) determined that the SEC had no material weaknesses
in internal controls over financial reporting. This is a significant operational risk management
achievement for both OFM and the SEC, and demonstrates progress resulting from OFM’s

remediation efforts.

In partnership with the Division of Enforcement, OFM also completed a Disgorgements and

Penalties assessment effort, and has recently formed sub-teams to address the findings. In
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addition, OFM has improved processes related to filing fees, including eliminating a backlog of

reviews paid on registrant filings and reducing the filing fee backlog for inactive accounts.

OFM is moving quickly to implement its reorganization. Given the impending FSSP migration,
OFM leadership intends to follow a phased approach to implementation, but plans to have major
staffing and workload decisions made during spring 2012, with other components following later
in 2012,

Reorganizing the Office of Human Resources

The work of OHR affects every employee across the SEC, with services ranging from hiring new
staff to performance evaluations to managing employee compensation. Given OHR’s extensive
reach across the organization, it is critical that OHR’s people management processes be highly
effective. A working group conducted a comprehensive organizational assessment of OHR—
including a review of the office’s organizational structure, workforce, internal controls, key

processes and policies—and drew input from managers and internal customers.
The assessment found that:

e OHR lacks documented policies and procedures in important areas, hindering its ability

to formally manage process risk, ensure compliance, and provide consistent service.

e Senior-level employees (SK-14 or higher) occasionally perform transactional tasks that

could, in the future, be outsourced or delegated to a junior staff member.

e There is a lack of organization-wide consistency in responding to employee queries,

producing internal customer dissatisfaction.

e Agency staff want OHR to provide more advanced human capital services, such as

workforce planning, succession planning, and analytics.

An appreciation of the challenges with the existing structure has informed a new OHR design
that, once implemented, will be more nimble and customer-focused, establish clearer lines of

authority and accountability, and utilize staff positions more strategically. The new design seeks
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to categorize and group staff who perform similar work functions, create greater efficiencies,
increase accountability for providing consistent and high quality service, and more clearly define
OHR’s organization. The new structure seeks to provide greater prominence to the recruiting and
hiring functions, better equipping OHR to handle hiring needs and staffing surges stemming
from new statutory responsibilities or other emerging events. Furthermore, data on OHR
employee skills are being used to identify opportunities to “upgrade the talent within the HR
function” as discussed in the BCG report. New, strategic functions that OHR had not previously
performed, or had performed on a limited basis (i.e., data analytics, workforce planning and
compensation guidance), are included in the new organizational structure and will enable OHR
to help managers understand the dynamics of their current workforce, as well as plan for future

workforce needs. OHR has begun developing these strategic functions, primarily by:

e Performing a workforce assessment to provide managers with critical information about

their workforce to assist with budgeting and staffing decisions.

e Developing the agency’s first Human Capital Plan, a key strategic document outlining
people-related priorities that link tactical human resource activities to broader mission
needs. Implementing the plan should lead to increased employee engagement and
satisfaction as measured by the Federal Employee Viewpoint Survey.

e Launching a study to determine how to revamp the existing compensation system,
increasing the agency’s ability to attract and retain talent by offering competitive salaries,
setting consistent pay for new hires, and recognizing and rewarding individual
performance. The result of the study will provide a foundation in relinking pay to

performance, a need cited in the BCG report.

OHR has taken a number of steps to strengthen customer support for divisions and offices that
rely on the hiring pipeline. It is addressing recruiting concerns, such as the ability to quickly
obtain needed specialized talent, by creating a policy and process for using the Excepted Service
Hiring Authority (ESHA) in appropriate circumstances.

OHR also plans to assign a dedicated recruiter to address “hard to fill, hard to slot” positions. It
is launching a pilot program in early 2012 that includes the creation of a customer liaison, or

Human Capital Manager, for five divisions and offices. Results from this pilot will help identify
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types of customer support needed, clarify service expectations and better connect OHR to the

needs of the agency’s various divisions and offices.

OHR has also updated and replaced old policies to help ensure consistency across HR practices.
The new policies will be used by OHR managers to convert complex hiring authorities and civil
service laws into practicable processes. The policies will be posted on the SEC’s intranet and
will serve as a guide for employees and managers, reducing inquiries to OHR and saving staff

time.

In agreement with the BCG recommendation to expand and centralize the training function, SEC
University has developed programs to address technical knowledge gaps related to Dodd-Frank
requirements and enhanced its leadership training program. Highlights of the expanded training
include: offering instructor led and online courses (via Practising Law Institute) on new
securities products, risk management and capital market structure and operations; bringing SEC
experts together to serve as “adjunct professors” to leverage their subject matter expertise in
trainings across SEC; developing a mentoring program (iConnect) to capture institutional
knowledge across and within Offices/Division; and developing a comprehensive leadership
development program for supervisors. The expanded training will help enhance technical
capabilities around Dodd-Frank requirements and strengthen the ability of SEC managers to

achieve greater employee engagement.

The vacant OHR Director position was filled in January 2012. The new Director will begin to
phase in the new organizational structure in 2012, to include new roles, responsibilities and
coordination mechanisms. While restructuring is a necessary first step to aligning work and
people, OHR will also tackle improvements in other areas (i.e., process, technology, and people)

in the coming year.

Creating the Office of the Chief Data Officer

SEC divisions and offices depend on the agency’s ability to effectively gather, distribute and
make use of diverse information on the markets, institutions, and people it regulates and
monitors. However, much of the data the agency currently collects cannot be shared due to
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incomplete or inconsistent documentation, as well as data integration limitations attributable to
varying structures and formats. As a result, staff do not always have sufficient access to accurate
and timely information needed to inform analysis and decision-making, sometimes forcing the
agency to purchase externally-developed reports that are produced using the SEC’s own data. In
response to the need for a strong enterprise data management capability, we have established the
Office of the Chief Data Officer (OCDO), which is developing integrated data management
governance capabilities to include policies, procedures and a prioritized set of recommended
initiatives, thereby improving data quality, access, and sharing, as well as containing costs

related to report acquisition.

The working group in this arena has made significant process over the last six months, carrying
out an organizational analysis that identified a broad spectrum of functions and capabilities
necessary to establish and sustain the agency’s new data management program, and developing
an operating model and transition plan for building out the mission, staffing, roles and

responsibilities, and processes needed for a successful OCDO.

The agency’s current data management capabilities, priorities, and challenges were assessed
using the Data Management Maturity Model, a framework developed for the financial services
sector by the Enterprise Data Management Council and Carnegie Mellon’s Software Engineering
Institute. This analysis included discussions with customers throughout the organization to carry
out a structured evaluation of capability gaps, business priorities and challenges across all areas
of how data is acquired, managed, stored, used, and disposed. Following this, the working group
developed a three-year roadmap with forty (40) prioritized and sequenced recommendations and
related implementation plans. Collectively, the activities included in the roadmap will target both
short- and long-term results and assist in the evolution of SEC data management capabilities and

the data asset infrastructure.

The working group is also planning to recommend the establishment of a Data Governance
Council (DGC) composed of senior SEC staff to provide guidance to SEC divisions and offices
on agency-wide data management priorities and structuring of individual initiatives; establish
organizational metrics for data governance, quality, and use; and make recommendations on

major enterprise data initiatives and actions. The DGC will be made up of subject matter experts
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who will serve as liaisons between the DGC and business owners in divisions and offices,

identify data management needs, and develop business cases for specific initiatives.

In addition, the working group is developing a solution called the Data Asset Repository to
catalogue and search SEC data assets from both external and internal sources. Housed in a user-
accessible central location, the repository will capture metadata, such as topic category, data
source, and data owner. The working group also is developing and prioritizing a comprehensive
data policy for all facets of data management. Combined, these actions will contribute to
improving the ability of agency staff to access and use needed data at all levels of the

organization, resulting in time and cost savings, as well as enhanced mission effectiveness.

Conducting a regional organizational assessment

Based on another key BCG recommendation, a Regional Organizational Assessment (ROA)
working group was established to: clearly define an SEC office location strategy, clarify the
balance of roles between regional and home office staff, and consider options for an optimal
regional structure and reporting relationships. The working group is assessing the need for any
organizational changes and the impact of possible changes on SEC mission and operations. To
support this effort, the working group created four subcommittees to focus on: further enhancing
the Enforcement program, increasing the efficiency and effectiveness of OCIE’s Exam Program,
developing a location strategy for the SEC, and improving regional operational support

functions.
Enforcement Subcommittee

In the last six months, the Division of Enforcement continued to see the benefits of its structural
reforms made over the past two years, which were detailed in the SEC’s previous report. The
programmatic reforms—designed to maximize resources and enable the Division to more

effectively combat securities fraud—included, among other things:

e The launch of five national specialized investigative units dedicated to high-priority areas
of enforcement, including Asset Management (hedge funds, investment advisers and

private equity); Market Abuse (high-volume and computer-driven trading strategies,
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large-scale insider trading by market professionals and others, and market manipulation
schemes); Structured and New Products (various derivative products); Foreign Corrupt

Practices Act violations; and Municipal Securities and Public Pensions.

e A flattening of the Division’s management structure by doubling its front-line staff-to-
manager ratio through elimination of the branch chief position, thus adopting a more
streamlined organizational structure and reallocating many of these managers back to

front-line investigative work.

e Establishment of an Office of Market Intelligence to utilize technology and improved
workflow to collect, risk-weight, triage, assign and monitor the tremendous volume of

tips, complaints and referrals received by the Division each year.

e Creation of an Office of the Managin