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I. What MOSS Is

MOSS is a comprehensive information system for use at

both management and operating levels. At the management

level MOSS provides an important data base which can be used

for analysis and modeling of activities in the securities

industry as well as for evaluating effectiveness of Commission

programs. At the operational level, MOSS provides funda-

mental publicly available information which can be related

to non-public information available only in the SEC or .in

the industry.

We perceive the benefits of MOSS to include ﬁhe following:

provides single source of diverse information
currently collected in an ad-hoc manner

provides overview of marketplace not faliing
under tne jurisdiction of any single SRO

provides audit tool for support of Commission's
oversight responsibilities

provideé a catalyst for encouraging the industry
to upgrade its surveillance and compliance functions

provides technological and operational expertise
which can be shared with the industry .
facilitates increased productivity and efficiency
and enables Commission to more easily absorb
resource reductions
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With an information system such as this, which supports
our relationsh;p with outside entities, our staff will be able
to draw upon déta that enables the Commission to regulate
more intelligently. We believe that this type of intelligent
regulation can eventually develop into an almost "transparent”
type of regulation, as the Commission becomes decreasingly
dependent on the industry for acquiring specific information
needed to carry out its responsibilities.

We recognize that information systems require strict
control to avoid abuse. However, the Commission's top manage-
ment is sensitive to this need and with careful internal
scrutiny and the opportunity for industry participation I
believe that any kind of burdensome regulation stemming from

MOSS is highly unlikely. :' -

II. Evolution of MQOSS

The MOSS éystem, as we know it today, does not represent
.the fulfillment of some preconceived plan. Rather, it reflects
the recognition and the gradual evolution -- still underway --
that the Commission must better understand the technicalities
of the marketplace, must be able to draw upon state of the art
skills in overseeing the SRO's, and must somehow speed up and
simplify the process of acquiring market data when needed.

1. Evaluation of SEC Information Systems and Quality
of Surveillance by SRO's

The original study was carried out by an independent con-

sulting firm with extensive experience in the securities industry.
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This firm, Monchik~-Weber Systems Consulting, Inc., lists many
of the top brokerage firms and several exchanges as its clients.
Their study coﬂcluded that the SEC was severely hampered in
efficiently and adequately performing its regulatory responsi-
bilities due to the lack of management and operational level
information systems.

Additionally, the study found that while thé securities
industry maintained information systems far superior to those
of the Commission, these systems had sgrious shortcomings;
moreover, the Commission was shown to be totally dependgnt
on these other organizations to supply us with even the most
basic information concerning the marketplace. This dependence
was made worse as a result of slow turnarbund tiﬁe ih respond-
ing to Commission requests. SRO surveillance functions were
under-staffed, under-budgeted and to a significant degree,
inadequately supported by automated capabilities.'

The study recommended that the Commission ﬁndertake the
implementation of some type of automated information system for
both oversightland surveillance, and proposed a wide variety of
other functions with which such a system could be helpful. 2
number of these proposals were viewed as inappropriate or felt
to be outside the scope of the Commission's role and were rejected.

2. Design and Implementation Plan for a Comprehensive
Information System to Serve the Commission's Needs

Focusing upon selected functions approved by the Commission,

the SEC contracted with the same outside consultant to provide
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a funétional design and implementation plan which would provide
both the management and operational information necessary for
the SEC to carry out its responsibilities in the face of techno-
logical change, rapidly expanding markets, and new investment
instruments. The final work product contained a description of
the fundamental and special information needs of the operating
divisions. The production of this document required extensive
interviews with representatives from the Commission's divisions,
the SRO's, broker-dealers and securitigs information vendors.
The report contemplated that full implementation of this system
would require approximately five years and it was estimated to
cost 12 million dollars.

3. Development and Implementation of a Pilot System

In an effort to test the feasibility of such an enormous and
complex system, the Commission elected to initiate implementation
of ‘an extremely scaled down version of the full system. This
system, referred to as the pilot, enabled colleétion and storage
of the basic market information, i.e. trades, quotes and clearing
information, aﬁd provided very limited capabilities for the analysis
of this and other information for specific indications of potential
violative or manipulative activity.

The Commission contracted with Monchik-Weber to develop the
necessary software, provide computer facilities and operate the
system in New York for a set term, providing reports to the Com-
mission throughout. As a result of this effort, the Commission's

staff developed a much stronger and more detailed understanding
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of,mafket operations data availability and the possible utility

of such information in order to save time, effort and money.
Concurrent with the development of the pilot, one of th

Commission's Congressional Appropriations Committees undertoﬁk

an extensive review of the then proposed system. Sevefal hearings,

meetings with staff and a great deal of correspondence followed.

Once convinced that the project was well thought out and that

the Commission was committed to a logical usage of the systéﬁ,

both houses of Congress approved the first two levels of proposed

iﬁﬁlementation, with the understanding that this program would

be stretched out over three years in order to ensure responsible

and reasonable growth. 1In light of concern raised by the industry,

Congress established a 6-month reporting period whereby the Com-

mission submits a report on MOSS pfbgress and the industry is

provided with an equal opportunity to evaluate any burdens createa

by MOSS. |

4. Transfer of Pilot System to SEC Headguarters

Once the Commission had evaluated the success and viability
of the Pilot System, a project was initiated to transfer the
computer software from Monchik-Weber in New York, to the SEC in
Washington. Parallel with this effort, the Commission has been
pursuing the acquisition of computer hardware and other facilities
to accomodate the pilot system operation. |

5. Upgrade Pilot System - Integrate Additional Fundamental

Data, Management Information Support and Surveillance
Products

We are currently poised to initiate upgrades to_ the pilot

system which based on prioritization, will integrate publicly
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availéble securities information, e.g. news, corporate announce-
ments, filings (periodic reports, registration statements, Forms
3, 4, 144, and 146) and provide automated capabilities for Qna-
lyfical and statusing functions supporting the Divisions of ﬁarket
Régulation and Enforcement. -

It is important Fo note that throughout this process, we have
become increasingly sensitive to the realistic or appropriate
boundaries of the MOSS system. A study of our goals as reflécteé
in the original report and the goals téday as reflected in the
éﬁ}rent MOSS Project Plan, show a far more modest approach to
solving our informational needs with a proper balance of SEC/SRO

responsibilities.

III MOSS Resource Commitments

Between July, 1978 and July, 1981, the Commission has spent
approzimately $1.4 million and devoted approximately 15 man/years
to MOSS. As a result, we are at this point in time on the verge
of being able'to provide the Coﬁmission with an important data
base integral to a wide variety of operations in addition to sur-
veillance applications.

| Specifically, we have already committed approximately $1.4 to
the evaluation survey, to the system design, to the pilot and to ;
the purchase of certain limited peripheral equipment. At this
time we are prepared to award a contract for the main computerk
(approximately $500,000) and we have located interim space for
the computer in the GAO building, pendingva move tO a new head-

quarters location. In addition, a proposed software solicitation
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is presently being reviewed by GSA; we expect to solicit proposals
for multiple softwaré awards totalling up to $600,000 sometime
during the month of August for award in September. Since mgst
offthe software work will not actually take place until the
béginning of FY '82, there is still time to modify the.types of
software. This is the case because the contracts will not be based
on design specifications, but rather, on vendor expertise, and

they will be constructed on a task order basis as opposed td-fixed
price. The contracts can thus be awarded now without committing
the Commission to development of specific programs.

With respeét to the hardware solicitation, proposals have
been received and evaluated. Assuming that the vendors will
extend their price until September 1, 1981, as informally agreed
upon, the award can be made up until that date. If the prices
are not extended, then award must be made by July 31, 198l1.

If we fail to award the hardware contract, the money
appropriated for FY '81 for hardware would not be available in
FY '82. Similarly, if the software money is not spent this
year, it will not carry over to FY '82. 1In addition, the
Commission could be vulnerable to a suit for bid preparation
costs from the various hardware vendors if no contract is
awarded.

Although Congress authorized the expenditure of $l,760,0001A
for the first year of MOSS implementation, it presently appears
that close to $200,000 of the funds will not be spent, even
assuming all presently anticipated expenditures are made. Many

of the cost savings in FY '81 are a result of a shift to a
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consultants. This change was largely made possible by recruiting

one of the principal Monchik~-Weber consultants to the Commission
B G,

as project manager for the technical implementation. Hopefully,

additional cost savings can be recognized through thisAapproach.

Personnel dedicated exclusively to MOSS include one person
in the Office of theﬂExecutive Director and a project team com-
posed of five programmers in the Office of Information Systems
Management; personnel assigned on a pa:t—time basis to MOSS include
»tﬂfee people in the Division of Market Regulation, two in the
Division of Enforcement, two in the Office of Information Systems
Management, and one in the Office of the Executive Director.

The FY '82 budget calls for an expenditure of $1,130,000
including an'édditional $330,500 for hardware upgrades, $435,000
for software development, $190,000 for outside services and
$180,000 for eight additional staff members. We anticipate;
however, thét.$300,000 may be saved due to greater reliance on
inside data processing talent.

Finally, it should be noted that changes in the surveillance
scope and operations of MOSS not anticipated during Congressional
discussions, are expected to eliminate the need for certain
hardware and software projected at a savings of approximately

one million dollars.

Conclusion

We feel that this review is very timely. Not only is it

necessary in order to guide our present contractual relationships,
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but the system is on the brink of the first step of its full
scale development. Only with the acquisition of the planned
hardware and that software budgeted for FY 1981 can we cap-
itélize on the time and money invested to date and the |
ehormous potential for consolidating mission-critical.infor-
mation which can now only be acquired in an expensive and
cumbersome way.

The decision to proceed at this juncture represents an
expenditure of approximately $1.1 mill;on and in no way locks
the Commission into a heavily surveillance-oriented mode.
Rather, this will enable you to oversee the development of
MOSS and ensure its consistency with changing Commission

objectives.



000°58S‘2$

———
——e

uetd jua3and
uo paseq payosload

ssaabuo) o3 j3aoday e

aIeMm}Jos
dotenaq ATreuasjur e

5,088
UITM S0BJIIUT @

SI0pUSp
woaj ejeg aanoold e

aieM}Jos aandalgy e
aaempaey aatnboy e

»(MS) 000°009$ -

000°s8€‘ TS

oy

uojbutysem ‘oAS e
wo3sAs JOTId urejurey

SSUTTaPTIND
Teuorssaibuo) uo
paseg sepeabdn ueld

JUBRANDOAT
axemjjos pue

aiempiey S3eTITUl

0ds 03 aabeuey
S9T31TTTOR] Woaj
suotieaadp asjysuedy,

x(MH) 00070098 - 000?09$ ~
saeak uew G -~ saealk uew g -
28/6 - 18/L ® 18/8 - 08/6
JaIDdn . HIASNILL
JO1Id o JO11d

I L19IiHXa

00052 TS
ssaabuo) 03 3aoday e

aseyd 3I¥aN O3 Pasooad
03 UOTSTO] SATIPUITIIV @

sitgsueg 309load ajentens e

s3aoday aonpold e
ejeq 3ayaen
Tequawepund 30977100 @

sa0RIA9UT
Ax3snpur ystqeisy e

yaomaureag dorsasq e
Juowebeuey SSTITTIORI @
(2eak aad) 000‘CTES -

(surry suo) 000°Z¥Ys —
sieak uew g —

18/8 - 6L/6 ®

WALSAS

A

JO01Id

ssaabuo)
03 310499 UIUOW XIS @

SSUTTOPTND I0TAIS A8pun
Teacaddy Teuorssaabuo)y e

SUOTIEITWT]
adoog O3 ITII) @

SUABDUO) asmsuy @

juesaad - 08/ ®°

SiMS ‘YIS

000°0LS$

pa1daody pue SUOTSTATA

Lq pamatazy juaumdoq e

SaWRIJIT], pue SISOD

voTyejuauetduy joafaalg e

$901N0g pue

sjuaweatnbay eyeq 3Is1T @

suoTyoung SSOW ubrsag e

SPoaN TeuoT}eulojul

o35 autljsqg e

SSHYONOD HLIM[
SNOTIYITODEN

NOLIIONT

J03roud  SSOW

sasuadxy
aATIeTIUIND
ayeurtxoaddy

000°0TTS

soueTTTaAING
ur sdep aneH S,(RIS -
suRysAg
Aq psayaoddng joN OES -
sbutputa e

8ae3X (T-G IXSN
SpS9N uoTIRWIOJUY
oAs Jo uorjoaload e

SpoSN uoTjeuIoJuY
pue s213T1TIgTSUOASaY
UoTSTATQ DAS -
aoueTITaAIMNS B swIsis
uoTjBuaOIuUT WS -
swayshg
votjeuoyur DHS -
jo Apmag

SIURJITNSUO) apIsiIno
Kgq paurojaagd e

000/65vS — 000/0TYS -
saealk uew G — saeak uew 7 -~
6L/L - 8L/TT ® 8L/0T - 8L/9 e
NId ANy - AQNIS
NOISIA WATSAS I Jo1
11 101




(000°0£T$ *xoadde)

(000/0£TS °*xoadde)

ToYO5TT PSTepTIosu0)

(000*SEVS
*xoadde) juswdoTansp

(SACK MoN] A9xOTL PoiepTlosucy

(0001009$ *xoadde)
(aaqueydag paeme)

STERTIOS TeuoTITOPY

(000%0£2$ -xoadde)

(000408714 °xoadde)

USTIEITOTTOS SIeRII05

(000/00T$ *xoadde)

(000°0G%$ °xoadde)
(ATne paemy) UOTIe3TOTTOS @aempael

m em v m e v e e e e e

(8) JJels TeuoT3TPpY

(03s) uojbutysem ur JOTTd SSOW

(000/09% °xoadde)
UOTSIaAUOD JO0T1Td SSOW

(000‘00Z$ *xoadde)
NI0X MoN UT F0TTd SSOW

1240350 78 A4
SSOW

Jaquideg asnbny — A1op aun-19qo0300 18,Xd
SSOW

IT 3Tqryxy

¢8y Ad - T8, Ad

., sdTysuoTrjersy Tenjoeijuoc) - SSOW



