
The Securities and Exchange Com-
mission recently announced that 
it filed a record 755 enforcement 

actions and obtained orders totaling $4.16 
billion in disgorgement and penalties in 
fiscal year 2014 (FY 2014). This number 
is up from 686 enforcement actions and 
orders totaling $3.4 billion in disgorge-
ment and penalties in FY 2013. Accord-
ing to SEC Chair Mary Jo White, “The 
innovative use of technology — enhanced 
use of data and quantitative analysis — 
was instrumental in detecting misconduct 
and contributed to the enforcement divi-
sion’s success in bringing quality actions 
that resulted in stiff monetary sanctions.” 

At the beginning of FY 2014, White 
signaled a change in the SEC’s approach 
to enforcement, stating that one of the 
SEC’s new goals would be to pursue a 
“broken windows” strategy of enforce-
ment, under which the agency would pur-
sue “all types of violations of our federal 
securities laws, big and small.” True to 
her word, FY 2014 saw the SEC bring 
actions that covered a broad range of vi-
olations that included not only many tra-
ditional enforcement priorities, but also 
new enforcement areas, such as “the mar-
ket access rule,” the “pay-to-play” rule, 
and whistleblower retaliation. 

Here are a few highlights of the SEC’s 
2014 enforcement activity.

Financial Fraud and Issuer Disclosure
The SEC this year brought enforce-

ment actions against more than 135 par-
ties for violations relating to financial 
fraud and issuer disclosure. Although 
these areas are always a high priority for 
the SEC, FY 2014 seems to have brought 
renewed emphasis in these areas, with 
the SEC using advanced data analytics 
to identify and charge 34 individuals and 
entities for failing to timely report insid-
ers transactions. Other charges sought to 
combat pyramid and Ponzi schemes, mi-
crocap fraud, market manipulation and 
fraudulent offerings.

Whistleblower Program 
FY 2014 was a breakthrough year for 

the SEC’s Whistleblower Program, with 
the agency awarding nine whistleblowers, 
and granting a $30 million award — the 
largest ever — to a single whistleblower. 
The agency also brought the first-ever 
whistleblower retaliation action against 

an investment adviser and its owner for 
demoting an employee who reported 
wrongful trading activity to the SEC, set-
tling the action for more than $2 million.

Gatekeepers
The SEC continued its focus on hold-

ing gatekeepers accountable, filing ac-
tions against attorneys, accountants and 
compliance professionals. For example, 
the SEC charged two attorneys for their 
roles in an offering fraud, and a transfer 
agent and its CEO for violations involv-
ing the distribution of billions of shares 
of unregistered stock. The SEC was sim-
ilarly aggressive against accountants, 
charging Ernst & Young LLP for violat-
ing auditor independence rules, the audit 
firm Sherb & Co. LLP and four of its au-
ditors for their roles in the failed audits 
of three China-based companies; and the 
chair of the audit committee of AgFeed 
Industries Inc. for complicity in an ac-
counting fraud scheme. 

Insider Trading
While the SEC has charged more than 

80 people with insider trading this year, 
the most significant headlines have come 
with respect to cases that the SEC lost, in-
cluding two trial losses sustained within 
a week of one another. At the start of the 
fiscal year, in October 2013, the SEC lost 
an insider trading trial against Mark Cu-
ban, the owner of the Dallas Mavericks 
and a harsh critic of the agency. Then, 
on May 30, a jury cleared Nelson Obus, 
a hedge fund manager, of insider trading. 
Just one week later, the SEC lost another 
insider trading trial against Manouchehr 
Moshayedi, the former CEO of sTec Inc. 
In each of the last two cases, the jury re-
turned a defense verdict in less than a full 
day of deliberations. 

Increased Use of Administrative 
Proceedings

Just days after suffering these 
high-profile insider trading defeats, the 
SEC announced its intention to make 
greater use of its much friendlier admin-
istrative forum. The SEC’s record in the 
administrative forum is 100 percent for 
FY 2014. Many in the defense bar claim 
the success rate is directly attributable to 
the unfair advantage the SEC gains in its 
administrative forum: the SEC has full 
discretion about which cases are filed in 
the venue; cases are not decided by a jury, 
but rather by an administrative judge who 
is appointed for life and paid by the SEC; 

future threat to investors or the markets.” 
FY2014 saw such admissions in cases 
involving “fraud on clients concerning 
trading prices, a longstanding failure to 
comply with registration provisions, and 
failures to provide the Commission with 
accurate information during its investiga-
tions, among other things.” 

Conclusion
In its first full year under White’s 

leadership, the Division of Enforcement 
has put record numbers on the board but 
the impact of this increase in enforce-
ment activity remains to be seen. While 
some cheer and point to the statistics as 
proof that the “broken windows” policy 
is succeeding, others question whether 
the numbers belie the effectiveness of the 
policy.

Indeed, many — including some of 
White’s fellow commissioners — feel 
that focusing on rule violations, no matter 
how small the broken window, dilutes the 
agency’s focus and detracts from its abil-
ity to address critical systemic issues and 
high impact violations. As Republican 
SEC Commissioner Michael Piwowar, an 
outspoken critic of White’s policy, stated, 
“if every rule is a priority, no rule is a pri-
ority.” Likewise, Republican SEC Com-
missioner Daniel M. Gallagher recently 
has expressed similar sentiments, claim-
ing that for the past five years the SEC 
has devoted a “wildly disproportionate 
amount of resources to implementing [a 
political] agenda” driven by Dodd-Frank. 
Gallagher also urged the commission to 
focus on its core mission and key prior-
ities to “set a course to once again being 
a preeminent federal agency and thought 
leader in the policy debates that have 
been for too long happening around us.” 
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defendants are faced with a “rocket dock-
et” leaving them just months to mount 
a defense (versus the years the SEC has 
to build its case) and limited discovery 
rights. 

The SEC’s growing use of the ad-
ministrative forum has raised serious 
challenges from defendants who will no 
doubt continue to press constitutional due 
process challenges. The practice has also 
drawn fire from at least one jurist, Judge 
Jed Rakoff of the Southern District of 
New York, who warns that while the use 
of a quasi-judicial venue might allow the 
SEC to “avoid the sting” of defeat in jury 
trials, the move could backfire. “In the 
short run,” he said, “this could be unfair 
to the litigants. In the longer run, it might 
not be good for the SEC itself, which has 
its own reputation of fairness to consider.”

FCPA
Despite accounting for an unusually 

small fraction of the SEC’s cases in FY 
2013, the SEC’s Foreign Corrupt Prac-
tices Act (FCPA) unit has come roaring 
back to life in FY 2014, obtaining its larg-
est-ever penalties against individuals and 
filing several significant actions against 
large corporations, including Weatherford 
International ($252 million); Archer-Dan-
iels-Midland Co. ($36 million); Alcoa 
Inc. ($384 million); Avon Products Inc. 
($135 million); and Hewlett-Packard Inc. 
($108 million).

Disclosure Standards in 
Municipal Securities

The SEC continued its focus on up-
holding disclosure standards in munic-
ipal securities filings, pursuing actions 
against both state and local municipalities 
and, for the first time, assessed penalties 
against a municipal issuer. The SEC also 
announced a new cooperation initiative 
that encourages issuers and underwriters 
to self-report certain violations by remov-
ing the risk of financial penalties. 

Demanding Admissions 
The SEC overhauled its settlement pol-

icy and announced that it would require 
admissions of wrongdoing for “partic-
ularly egregious conduct, where large 
numbers of investors were harmed, where 
the markets or investors were placed at 
significant risk, where the conduct ob-
structs the Commission’s investigation, 
where an admission can send a particular-
ly important message to the markets, or 
where the wrongdoer poses a particular 
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