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This report responds to a statement
in the Conference Report on the
Securities and Exchange
Commission’s (SEC) fiscal year
2004 appropriations directing GAO
to study SEC’s allocation of its
increased funding for fiscal years
2003 and 2004. Historically, SEC
has faced high staff turnover rates,
long stretches of unfilled staff
positions, and growing resource
needs. Additionally, the agency has
faced significant needs in its
information technology area. In
response to these trends and
several high-profile corporate
failures and financial scandals,
Congress approved significant
increases in SEC’s appropriations
to help improve oversight and
increase public confidence in
financial markets. This report
builds on several reports GAO has
issued on these issues.
GAO was asked to review SEC’s (1)
allocation of its fiscal year 2003 and
2004 funds and (2) use of its
information technology funding in
fiscal year 2003 and its plan for
2004.

Review of Fiscal Year 2003 and 2004
Budget Allocations

Congress addressed SEC’s human capital and workload challenges with a
significant increase to SEC’s appropriations for fiscal year 2003. SEC used
over half of that increase to fund over 800 new positions primarily within its
financial disclosure, enforcement, and examination areas. Although these
allocations appear consistent with legislative directions, they were made
without the benefit of an updated agencywide strategic plan, which was not
approved until July 9, 2004. Although SEC received more flexible pay and
hiring authority, SEC continues to face challenges filling critical vacancies,
such as accountants. Officials cite competition from the private sector as a
major factor.
SEC’s information technology (IT) budget increased from $46.6 million in
fiscal year 2002 to over $100 million in fiscal year 2003. It increased another
20 percent to $120 million in fiscal year 2004. SEC used most of these large
increases for maintenance and infrastructure needs, compared with new
technology initiatives. Also, SEC’s Office of Inspector General (OIG) issued
a report detailing its concerns, which we share, about the decision-making
process for IT capital investments. OIG made several recommendations to
improve this process, and SEC staff have begun to take actions to address
some of them.
SEC commented that our review of its activities acknowledged the progress
the agency has made and provided additional information about its activities
since March.
SEC Budget Time Line (Key Dates), Fiscal Years 2002-2004 (dollars in millions)
Fiscal
year 2002

Nov. 2001
PL 107-77
Commerce/
Justice/State
Appropriations
for fiscal year
2002

July 2002
President
signs
PL 107-204
SarbanesOxley Act,
authorizing

Aug. 2002
President signs
PL 107-206
supplemental
appropriations
for fiscal year
2002

Sept. 2002
SEC submits
fiscal year
2004 request
to OMB

$437

$776

$30.9

$841.5
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Fiscal
year 2003

Feb. 2003
President
signs
PL 108-7
Consolidated
Appropriations
for fiscal year
2003
$716

Fiscal
year 2004

Sept. 2003
SEC submits
fiscal year
2005 request
to OMB

$913

Jan. 2004
President
signs PL
108-199
Consolidated
Appropriations
for fiscal year
2004
$811.5

