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Chapter 1 

Federal Reserve System 

For 2005, total operating expenses are 
budgeted at $2,933.8 million, an increase 
of 2.7 percent from estimated 2004 
expenses. Of this total, $2,663.1 million 
is for the Reserve Banks, and $270.7 mil-
lion is for the Board of Governors (tables 
1.1 and 1.2).1 Revenue from priced ser
vices provided to depository institutions 
is expected to total $901.7 million, or 
30.7 percent of total budgeted operating 
expenses. This revenue, combined with 
claims for reimbursement and other 
income, results in projected net operat
ing expenses of $1,606.2 million.2 

1. The Board of Governors budgets on a two-
year cycle; in this chapter, 2005 values shown for 
the System and the Board reflect the estimated sec
ond-year effect of the Board’s 2004–05 budget. 

2. Claims for reimbursement refers to costs 
of fiscal agency and depository services provided 
to the U.S. Treasury, other government agencies, 
and other fiscal principals that are billed to these 
agencies. Other income comes from services pro
vided on behalf of the U.S. Treasury that are paid 

Table 1.1 

The System expects to recover 45.2 
percent of its budgeted 2005 operating 
expenses through revenue from priced 
services, other income, and claims for 
reimbursement. When these items are 
deducted from budgeted 2005 operating 
expenses, the net expenses of the System 
show an increase of 3.1 percent from 
estimated 2004 net operating expenses 
(table 1.1). 

Not included in the budget for opera
tions is the cost of currency, budgeted at 
$532.9 million for 2005, an increase of 
4.1 percent from the 2004 estimated cost 
of $512.1 million.3 The distribution of 
expenses is similar to that in previous 

for by the depository institutions using the services, 
which include the transfer of funds between 
depository institutions and the Treasury. 

3. The Federal Reserve pays for the printing 
of new currency at the Bureau of Engraving and 
Printing. This cost is not included in the Federal 
Reserve operating expenses. For more information, 
see appendix C, “Currency Budget.” 

Operating Expenses of the Federal Reserve System, Net of Receipts and Claims for 
Reimbursement, 2002–04 
Millions of dollars, except as noted 

Total System operating expenses ................. 2,865.3 2,856.8 2,933.8 –0.3 2.7 

LESS 

Revenue from priced services .................. 881.7 913.6 901.7 3.6 –1.3 
Other income ............................................ 0.8 1.0 1.0 25.0 0.0 
Claims for reimbursements1 

.................................... 327.5 384.9 424.9 17.5 10.4 

EQUALS 

Net System operating expenses ............ 1,655.3 1,557.3 1,606.2 –5.9 3.1 

Percent change 

2004–052003–04 

2005 
(budgeted) 

2004 
(estimated)Item 2003 

(actual) 

NOTE. Components may not sum to totals and may not 1. Costs of fiscal agency and depository services pro-
yield percentages shown because of rounding. vided to the U.S. Treasury, other government agencies, 

Operating expenses reflect all redistributions for sup- and other fiscal principals that are billed to these 
port and overhead, and they exclude capital outlays. agencies. 
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Table 1.2 

Expenses of the Federal Reserve System for Operations and Currency, 2003–05 
Millions of dollars, except as noted 

Reserve Banks1 ............................................ 2,602.5 2,581.1 2,663.1 –1.5 3.2 
Personnel .................................................. 1,679.1 1,611.2 1,719.8 –0.8 3.2 
Nonpersonnel ........................................... 941.4 914.9 943.3 –2.8 3.1 

Board of Governors2 .................................... 244.8 275.7 270.7 12.6 –1.8 
Personnel .................................................. 182.9 197.5 199.1 8.0 0.8 
Nonpersonnel ........................................... 61.9 78.2 71.6 26.4 –8.5 

Total System operating expenses ............. 2,865.3 2,856.8 2,933.8 –0.3 2.7 
Personnel ................................................. 1,862.0 1,863.7 1,918.9 0.1 3.0 
Nonpersonnel .......................................... 1,003.3 993.1 1,014.9 –1.0 2.2 

Currency3 ..................................................... 514.0 512.0 533.0 –0.4 4.1 

Percent change 

2004–052003–04 

2005 
(budgeted) 

2004 
(estimated) 

2003 
(actual)Item 

NOTE. Components may not sum to totals and may not 
yield percentages shown because of rounding. 

Operating expenses include costs for special projects 
and exclude capital outlays. 

1. For detailed information on Reserve Bank expenses, 
see chapter 3. 

years, with the Reserve Banks’ expenses 
accounting for 77 percent of the total, 
currency expenses accounting for 15 per-
cent, and Board expenses accounting for 
the remainder (chart 1.1). 

System employment is budgeted at 
21,822 for 2005, a decrease of 1,160 from 
the estimated 2004 level, largely because 
of planned staff reductions by the Reserve 
Banks, primarily in the check and sup-
port areas. 

Chart 1.1 
Distribution of Expenses of the Federal 
Reserve System, 2005 

Currency, 15.4% 

Board of 
Governors, 7.8% 

Reserve Banks, 76.8% 

2. Includes extraordinary items and expenses of the 
Office of Inspector General. See also chapter 2. 

3. See appendix C. 

2005 System Budget Initiatives 

In response to the continuing decline in 
check volume, the Reserve Banks have 
again established aggressive spending 
targets for their 2005 budgets. This spend
ing restraint reflects the Banks’ efforts to 
reduce direct operating costs of the check 
service, as well as Bank support and over-
head costs, in keeping with a business and 
operational strategy to meet the System’s 
long-term financial and payment system 
objectives. The strategy focuses on reduc
ing check-service operating costs by 
streamlining management and administra
tive structures, decreasing the number of 
check-processing locations, and increas
ing processing capacity at some locations. 
The Banks’ 2005 budget plans also fund 
other high-priority payment system 
objectives, such as consolidations in 
Reserve Bank marketing and customer 
support and in Treasury’s retail securities 
operations. The major factors affecting 
the 2005 Reserve Bank budgets are out-
lined in more detail in chapter 3. 
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Trends in Expenses and 
Employment 

From actual 1996 levels to budgeted 2005 
amounts, the operating expenses of the 
Federal Reserve System have increased 
an average of 3.5 percent per year (1.8 
percent per year when adjusted for infla
tion) (chart 1.2). Over the same period, 
nondefense discretionary spending by the 
federal government has increased an 
annual average of 6.4 percent (chart 
1.3). Over the 1996–2005 period, Fed
eral Reserve System employment has 
decreased 3,399 (chart 1.4). 

As mentioned above and detailed in 
chapter 3, the primary factors in Reserve 
Bank spending restraint and in the sub
stantial staffing decreases are restructur
ing efforts in the check-processing func
tion and efficiency measures in support 
and overhead functions. Over the same 
ten-year period, check costs increased by 
2.6 percent and staffing levels declined 
by 1.6 percent. Support and overhead 
costs decreased by 0.9 percent and staff
ing levels declined by 4.4 percent. 

2005 Capital Budgets 

The capital budget for the Reserve Banks 
and the Board totals $463.9 million; 
$430.5 million budgeted for Reserve 

Chart 1.2 
Operating Expenses of the

Federal Reserve System, 1996–2005


1996 1998 2000 2002 2004 

Current dollars 

2000 dollars1 

Billions of dollars 

3 

2.4 

2 

2.8 

NOTE. For 2004, estimated; for 2005, budgeted. 
1. Calculated with the GDP price deflator. 

Chart 1.3 
Cumulative Change in Federal Reserve

System Expenses and Federal Government

Expenses, 1996–2005

Includes special projects


1996 1998 2000 2002 2004 

Percent 

Federal government 

Federal Reserve 

60 

40 

20 

NOTE. Federal government expenses are discretionary 
spending less expenditures on defense. 

For 2004, estimated; for 2005, budgeted. 

Banks and Federal Reserve Information 
Technology (FRIT) and $33.4 million 
budgeted for the Board. As in previous 
years, the 2005 capital budgets include 
funding for projects that support the stra
tegic direction outlined by the individual 
Reserve Banks, System business leaders, 
and the Board. These strategic goals 
focus on investments that improve opera
tional efficiencies and services to Bank 
customers and on providing a safe, qual
ity work environment. More detailed dis
cussions of the Board and Reserve Bank 
capital budgets are included in chapters 
2 and 3, respectively. � 

Chart 1.4 
Employment in the

Federal Reserve System, 1996–2005

Includes special projects


1996 1998 2000 2002 2004 

Thousands of persons 

26 

24 

22 

NOTE. For 2004, estimated; for 2005, budgeted. 
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Federal Reserve System

Millions of dollars, except as noted 

Item 2004 
(actual) 

2005 
(estimated) 

2006 
(budgeted) 

Percent change 

2004–05 2005–06 

Total System operating expenses ................. 

LESS 

Revenue from priced services .................. 
Other income ............................................ 
Claims for reimbursements1 .................................... 

EQUALS 
Net System operating expenses ............ 

2,783.8 

914.6 
1.0 

370.3 

1,497.9 

2,932.4 

959.9 
1.1 

399.0 

1,572.4 

3,085.8 

912.6 
1.3 

429.9 

1,742.0 

5.3 5.2 

5.0 –4.9 
10.0 18.2 

7.8 7.7 

5.0 10.8 

NOTE: Components may not sum to totals and may not 1. Costs of fiscal agency and depository services pro-
yield percentages shown because of rounding. vided to the U.S. Treasury, other government agencies, 

Operating expenses reflect all redistributions for sup- and other fiscal principals that are billed to these 
port and overhead, and they exclude capital outlays. agencies. 

See text note 3. 
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Chapter 1 

Federal Reserve System 

For 2006, total operating expenses are 
budgeted at $3,085.8 million, an increase 
of 5.2 percent from estimated 2005 
expenses. Of this total, $2,786.3 million 
is for the Reserve Banks and $299.5 mil
lion is for the Board of Governors (tables 
1.1 and 1.2).

-

-

-

1 Revenue from priced ser
vices provided to depository institutions 
is expected to total $912.6 million, or 
29.6 percent of total budgeted operating 
expenses. This revenue, combined with 
claims for reimbursement and other 
income, results in the recovery of 43.5 
percent of the System’s budgeted 2006 
operating expenses.2 When these items 

are deducted from budgeted 2006 oper
ating expenses, the net expenses of the 
System show are 10.8 percent higher than 
estimated 2005 net operating expenses 
(table 1.1). 

1. The Board of Governors budgets on a two-
year cycle; in this chapter, 2006 values shown for 
the System and the Board reflect the estimated first-
year effect of the Board’s 2006–07 budget. 

2. Claims for reimbursement refers to costs 
of fiscal agency and depository services provided 
to the U.S. Treasury, other government agencies, 
and other fiscal principals that are billed to these 

agencies. 

Table 1.1 

Not included in the budget for opera
tions is the cost of new currency, budgeted 
at $494.0 million for 2006, an increase 
of 3.1 percent from the 2005 estimated 
cost of $479.0 million.

-

3  Including the cost 
of new currency, the distribution of 
expenses is similar to that in previous 
years, with the Reserve Banks’ expenses 
accounting for 78 percent of the total, 

Other income comes from services pro
vided on behalf of the U.S. Treasury that are paid 
for by the depository institutions using the services, 
which include the transfer of funds between 
depository institutions and the Treasury. 

-

3. The Federal Reserve pays for the printing 
of new currency at the Bureau of Engraving and 
Printing. This cost is not included in the Federal 
Reserve operating expenses. For more information, 
see appendix C, “Currency Budget.” 

Operating Expenses of the Federal Reserve System, Net of Receipts and Claims for 
Reimbursement, 2004–06 

2006



Millions of dollars, except as noted 

Item 2004 
(actual) 

2005 
(estimated) 

2006 
(budgeted) 

Percent change 

2004–05 2005–06 

Reserve Banks1 ............................................ 
Personnel .................................................. 
Nonpersonnel ........................................... 

Board of Governors2 .................................... 
Personnel .................................................. 
Nonpersonnel ........................................... 

Total System operating expenses ............. 
Personnel ................................................. 
Nonpersonnel .......................................... 

Currency3 ..................................................... 

2,517.7 
1,551.7 

966.0 

266.1 
196.3 

69.8 

2,783.8 
1,748.0 
1,035.8 

514.0 

2,652.2 2,786.3 5.3 5.1 
1,755.4 1,810.9 13.1 3.2 

896.8 975.4 –7.2 8.8 

280.2 299.5 5.3 6.9 
200.3 221.8 2.0 10.7 

79.9 77.7 14.5 –2.8 

2,932.4 3,085.8 5.3 5.2 
1,955.7 2,032.7 11.9 3.9 

976.7 1,053.1 –5.7 7.8 

479.0 494.0 –6.8 3.1 

NOTE: Components may not sum to totals and may not 
yield percentages shown because of rounding. 

Operating expenses include costs for special projects 
and exclude capital outlays. 

1. For detailed information on Reserve Bank expenses, 
see chapter 3. 

2. Includes extraordinary items and expenses of the 
Office of Inspector General. See also chapter 2. 

3. See appendix C. 
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Table 1.2 

Expenses of the Federal Reserve System for Operations and Currency, 2004–06 

new-currency expenses accounting for 
14 percent, and Board expenses account
ing for the remainder (chart 1.1). 

-

System employment is budgeted at 
21,749 for 2006, a decrease of 242 from 
the estimated 2005 level, largely because 
of planned staff reductions by the Reserve 
Banks, primarily in the check and sup
port areas. 

-

Chart 1.1 
Distribution of Expenses of the Federal 
Reserve System, 2006 

Currency, 14% 

Board of 
Governors, 8% 

Reserve Banks, 78% 

2006 System Budget Initiatives 
In response to the continuing decline in 
check volume, the Reserve Banks have 
again established aggressive spending 
targets for their 2006 budgets. This spend
ing restraint reflects the Banks’ efforts to 
reduce direct operating costs of the check 
service and to reduce Bank support and 
overhead costs, in keeping with a busi
ness and operational strategy to meet the 
System’s long-term financial and payment 
system objectives. The strategy focuses 
on reducing check-service operating costs 
by streamlining management and admin
istrative structures, decreasing the num
ber of check-processing locations, and 
increasing processing capacity at some 
locations. The Banks’ 2006 budgets 
include funding for initiatives to prepare 
for downsizing in the check service. Bank 
budget plans also fund increases in cen
tral bank functions, monetary policy, and 
supervision and regulation, as well as ini
tiatives to improve the long-term effi
ciency of cash operations. The major fac-

-

-

-
-

-

-
-
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tors affecting the 2006 Reserve Bank 
budgets are outlined in more detail in 
chapter 3. 

Trends in Expenses and 
Employment 
From actual 1997 levels to budgeted 2006 
amounts, the operating expenses of the 
Federal Reserve System have increased 
an average of 3.8 percent per year 
(2.2 percent per year when adjusted 
for inflation) (chart 1.2). Over the same 
period, nondefense discretionary spend
ing by the federal government has 
increased an annual average of 5.8 per
cent (chart 1.3). Over the 1997–2006 
period, Federal Reserve System employ
ment has decreased 2,972 (chart 1.4). 

-

-

-

As mentioned above and detailed 
in chapter 3, the primary factors in 
Reserve Bank spending restraint and 
in the substantial staffing decreases 
are restructuring efforts in the check-
processing function and efficiency mea
sures in support and overhead functions. 
Over the same ten-year period, check 
costs increased by 0.7 percent and staff
ing levels declined by 5.0 percent. Sup
port and overhead costs decreased by 0.8 
percent and staffing levels declined by 
5.2 percent. 

-

-
-

Chart 1.2 
Operating Expenses of the 
Federal Reserve System, 1997–2006 

NOTE: For 2005, estimated; for 2006, budgeted. 
1. Calculated with the GDP price deflator. 

1997 1999 2001 2003 2005 

Current dollars 

2000 dollars1 

Billions of dollars 

1.0 

3.0 

2.0 

Chart 1.3 
Cumulative Change in Federal Reserve 
System Expenses and Federal Government 
Expenses, 1997–2006 
Includes special projects 

NOTE: Federal government expenses are discretionary 
spending less expenditures on defense. 

For 2005, estimated; for 2006, budgeted. 

1997 1999 2001 2003 2005 

Percent 

Federal government 

Federal Reserve 

60 

40 

20 

2006 Capital Budgets 
The capital budget for the Reserve Banks 
and the Board totals $488.8 million, with 
$474.2 million budgeted for Reserve 
Banks and Federal Reserve Information 
Technology (FRIT) and $14.6 million 
budgeted for the Board. As in previous 
years, the 2006 capital budgets include 
funding for projects that support the stra
tegic direction outlined by the individual 
Reserve Banks, System business leaders, 
and the Board. These strategic goals 
focus on investments that improve opera-

-

Chart 1.4 
Employment in the 
Federal Reserve System, 1997–2006 
Includes special projects 

NOTE: For 2005, estimated; for 2006, budgeted. 

1997 1999 2001 2003 2005 

Thousands of persons 

25 

23 

21 

2006
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tional efficiencies and services to Bank 
customers and on providing a safe, qual
ity work environment. More detailed dis
cussions of the Board and Reserve Bank 
capital budgets are included in chapters 
2 and 3, respectively. �

-
-
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Chapter 1 

Federal Reserve System 

For 2007, total operating expenses are 
budgeted at $3,268.1 million, an increase 
of 6.0 percent from estimated 2006 
expenses. Of this total, $2,953.3 million 
is for the Reserve Banks and $314.8 
million is for the Board of Governors 
(tables 1.1 and 1.2).1

1. The Board of Governors budgets on a two-year 
cycle; in this chapter, 2007 values shown for the 
System and the Board reflect the estimated second-
year effect of the Board’s 2006–07 budget. 

 Revenue from 
priced services provided to depository 
institutions is expected to total $981.3 
million, or 30 percent of total budgeted 
operating expenses. This revenue, com
bined with claims for reimbursement and 
other income, results in the recovery of 
44.4 percent of the System’s budgeted 
2007 operating expenses.2

2. Claims for reimbursement refers to costs of 
fiscal agency and depository services provided to 
the U.S. Treasury, other government agencies, and 
other fiscal principals that are billed to these agen

cies. 

-

Other income comes from services provided 
on behalf of the U.S. Treasury that are paid for by 
the depository institutions using the services, which 
include the transfer of funds between depository 
institutions and the Treasury. 

When these 
items are deducted from budgeted 2007 

operating expenses, the net expenses of 
the System are 12.0 percent higher than 
estimated 2006 net operating expenses 
(table 1.1). 

Table 1.1 

Operating Expenses of the Federal Reserve System, Net of Receipts and Claims for 
Reimbursement, 2005–07 

Item 2005 
(actual) 

2006 
(estimated) 

2007 
(budgeted) 

Percent change 

2005–06 2006–07 

Total System operating expenses

Less
Revenue from priced services
Other income
Claims for reimbursements1 

Equals 
Net System operating expenses

2,868.3

994.7 
1.0

396.5

1,476.1

3,082.4 

1,027.7 
1.2

430.1

1,623.4

3,268.1 

981.3
1.5

466.7

1,818.6

7.5 6.0 

3.3 –4.5 
25.0 28.3
8.5 8.5

10.0 12.0

1. Costs of fiscal agency and depository services 
provided to the U.S. Treasury, other government agen-
cies, and other fiscal principals that are billed to these 
agencies. 

Note: Components may not sum to totals and may not 
yield percentages shown because of rounding. 

Operating expenses reflect all redistributions for support 
and overhead, and they exclude capital outlays. 

 ................... 

 
 .................... 

  .............................................. 
....................... 

 .............. 

 

 
 

 

 
 

 

 
 
 

 

 
 

 

Millions of dollars, except as noted 

 

 

Not included in the budget for opera
tions is the cost of new currency, budgeted 
at $598.0 million for 2007, an increase 
of 22.3 percent from the 2006 estimated 
cost of $489.0 million.

 

3

3. The Federal Reserve pays for the printing 
of new currency at the Bureau of Engraving and 
Printing. This cost is not included in the Federal 
Reserve operating expenses. For more information, 
see appendix C, “Currency Budget.” 

 Including the 
cost of new currency, the distribution of 
expenses is similar to that in previous 
years, with the Reserve Banks’ expenses 
accounting for 76 percent of the total, 
new-currency expenses accounting for 

 

2007
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Table 1.2 

Expenses of the Federal Reserve System for Operations and Currency, 2005–07 

 

 

Millions of dollars, except as noted 

Item 2005 
(actual) 

2006 
(estimated) 

2007 
(budgeted) 

Percent change 

2005–06 2006–07 

Reserve Banks1 .............................................. 
Personnel .................................................... 
Nonpersonnel ............................................. 

Board of Governors2 ..................................... 
Personnel .................................................... 
Nonpersonnel . ............................................ 

Total System operating expenses ...............
Personnel .................................................. 
Nonpersonnel............................................ 

Currency3 ....................................................... 

2,597.0 
1,722.8 

874.2 

271.3 
200.6 
70.7 

2,868.3 
1,923.4 

944.9 

497.0 

2,800.1 
1,833.9 

966.2 

282.3 
212.4 
69.9 

3,082.4 
2,046.3 
1,036.1 

489.0 

2,953.3 
1,961.6 

991.7 

314.8 
230.3 
84.5 

3,268.1 
2,191.9 
1,076.2 

598.0 

7.8 5.5 
6.4 7.0 

10.5 2.6 

4.1 11.5 
5.9 8.4 

–1.1 20.9

7.5 6.0 
6.4 7.1
9.7 3.9 

–1.6 22.3

Note: Components may not sum to totals and may not 
yield percentages shown because of rounding. 

Operating expenses exclude capital outlays. 
1. For detailed information on Reserve Bank expenses, 

see chapter 3. 

2. Excludes extraordinary items and expenses of the 
Office of Inspector General. See also chapter 2. 

3. See appendix C. 

16 percent, and Board expenses account
ing for the remainder (chart 1.1). 

Chart 1.1 

Distribution of Expenses of the Federal 
Reserve System, 2007 

Currency, 16% 

Board of 
 Governors, 8% 

Reserve Banks, 76% 

System employment is budgeted at 
21,685 for 2007, a decrease of 49 from 
the estimated 2006 level, largely because 
of planned staff reductions by the Reserve 
Banks. 

2007 System Budget Initiatives 

Bank budget plans fund increases in 
central bank functions, monetary policy, 

and supervision and regulation, as well as 
initiatives to improve the long-term effi
ciency of check and cash operations. The 
major factors affecting the 2007 Reserve 
Bank budgets are outlined in more detail 
in chapter 3. 

Trends in Expenses and 
Employment 

From actual 1998 levels to budgeted 2007 
amounts, the operating expenses of the 
Federal Reserve System have increased 
an average of 4.2 percent per year 
(2.5 percent per year when adjusted for 
inflation) (chart 1.2). Over the same peri
od, nondefense discretionary spending 
by the federal government has increased 
an annual average of 5.5 percent (chart 
1.3). Over the 1998–2007 period, Fed
eral Reserve System employment has 
decreased 2,967 (chart 1.4). 

The primary factors in Reserve Bank 
spending restraint and in the substantial 
staffing decreases over the past ten years 
are restructuring efforts in the check

2007
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Chart 1.2 

Operating Expenses of the 
Federal Reserve System, 1998–2007 
Excludes special projects 

1998 2000 2002 2004 2006 

Current dollars 

2000 dollars1 

Billions of dollars 

1.0 

3.0 

2.0 

Note: For 2006, estimated; for 2007, budgeted. 
1. Calculated with the GDP price defl ator. 

Chart 1.3 

Cumulative Change in Federal Reserve 
System Expenses and Federal Government 
Expenses, 1998–2007 
Includes special projects 

1998 2000 2002 2004 2006 

Percent 

Federal government 

Federal Reserve 

60 

40 

20 

Note: Federal government expenses are discretionary 
spending less expenditures on defense. 

For 2006, estimated; for 2007, budgeted. 

Chart 1.4 

Employment in the 
Federal Reserve System, 1998–2007 
Includes special projects 

1998 2000 2002 2004 2006 

Thousands of persons 

25 

23 

21 

Note: For 2006, estimated; for 2007, budgeted. 

processing function and efficiency mea
sures in support and overhead functions. 
Over the same ten-year period, check 
costs increased 0.8 percent and staffing 
levels declined 7.1 percent.  Local support 

and overhead costs increased 1.6 percent 
and staffing levels declined 3.9 percent. 

 

2007 Capital Budgets 

The capital budget for the Reserve Banks 
and the Board totals $607.5 million, with 
$591.6 million budgeted for Reserve 
Banks and Federal Reserve Information 
Technology (FRIT) and $15.9 million 
budgeted for the Board. As in previous 
years, the 2007 capital budgets include 
funding for projects that support the stra
tegic direction outlined by the individual 
Reserve Banks, System business leaders, 
and the Board. These strategic goals focus 
on investments that improve operational 
efficiencies and services to Bank custom
ers and on providing a safe, quality work 
environment. More detailed discussions 
of the Board and Reserve Bank capital 
budgets are included in chapters 2 and 3, 
respectively. 

2007
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Millions of dollars, except as noted 

Item 2006 
(actual) 

2007 
(actual) 

2008 
(budgeted) 

Percent change 

2006 to 2007 2007 to 2008 

Total System operating expenses ............. 

Less 
Revenue from priced services.............. 
Other income........................................ 
Claims for reimbursement1 .................. 

equaLs 
Net System operating expenses ......... 

3,071.9 

1,031.2 
1.2 

426.4 

1,613.2 

3,289.0 

1,012.3 
1.4 

458.2 

1,817.1 

3,427.1 

896.2 
1.6 

474.1 

2,055.2 

7.1 4.2 

–1.8 –11.5 
18.8 12.7 
7.5 3.4 

12.6 13.1 

Note: Operating expenses reflect all redistributions for 1. Costs of fiscal agency and depository services 
support and allocations for overhead and exclude capital provided to the U.S. Treasury, other government agen-
outlays. Components may not sum to totals and may not cies, and other fiscal principals that are billed to those 
yield percentages shown because of rounding. agencies. 
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Chapter 1 

Federal Reserve System 

Total operating expenses for the Fed
eral Reserve System for 2008 are bud
geted at $3,427.1 million, an increase of 
4.2 percent from 2007 expenses. Of this 
total, $3,067.0 million is for the Reserve 
Banks and $360.1 million is for the 
Board of Governors (tables 1.1 and 1.2).

-
-

-

-
1 

1.  The Board of Governors budgets on a two-
year cycle; in this chapter, 2008 values shown for the 
System and the Board reflect the estimated first-year 
effect of the Board’s 2008–09 budget. 

Revenue from priced services provided 
to depository institutions is expected to 
amount to $896.2 million, or 26 percent 
of budgeted operating expenses, and total 
recoveries (revenue from priced services 
combined with other expected income and 
claims for reimbursement) to amount to 
40 percent of budgeted operating expens
es.2 

2. Other income comes from services provided 
on behalf of the U.S. Treasury that are paid for by the 
depository institutions using the services (including 
the transfer of funds between depository institutions 

and the Treasury). Claims for reimbursement refers 
to the costs of fiscal agency and depository services 
provided to the U.S. Treasury, other government 
agencies, and other fiscal principals that are billed 
to these agencies. 

Deducting total recoveries from 

budgeted expenses results in 2008 net 
System operating expenses 13.1 percent 
higher than 2007 net System operating 
expenses. 

Table 1.1 

Operating Expenses of the Federal Reserve System, Net of Receipts and 
Claims for Reimbursement, 2006–2008 

Not included in the budget for opera
tions is the cost of supplying currency, 
budgeted at $602.4 million for 2008, an 
increase of 4.6 percent from the 2007 cost 
of $576.0 million.3 

3. The Federal Reserve pays for the printing of 
new currency at the Bureau of Engraving and Print-
ing. That cost is not included in Federal Reserve 
System operating expenses. For more information, 
see appendix C, “Currency Budget.” 

Including the cost of 
supplying currency, the distribution of 
budgeted expenses is similar to that in 
previous years, with the Reserve Banks’ 
expenses accounting for 76 percent of the 
total, currency expenses accounting for 

2008
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Table 1.2

Expenses of the Federal Reserve System for Operations and Currency, 2006–2008

15 percent, and Board expenses account
ing for the remainder (chart 1.1).

-

Chart 1.1
Distribution of Budgeted Expenses for the 
Federal Reserve System, 2008

System employment for 2008 is bud
geted at 21,199, a decrease of 376 from 
the 2007 level, largely because of planned 
staff reductions at the Reserve Banks.

-

2008 System Budget Initiatives
Reserve Bank initiatives are having a 
large influence on total 2008 System 

operating expenses. The Reserve Banks’ 
budgets are funding increases in several 
functional areas: monetary policy, public 
programs, cash services, and supervision 
and regulation. These increases are being 
offset by reductions in check operations. 
The major factors affecting the Banks’ 
2008 budgets are described in some detail 
in chapter 3.

Trends in  
Expenses and Employment
From the actual 1999 level to the budgeted 
2008 amount, the operating expenses 
of the Federal Reserve System have 
increased an average of 4.1 percent a 
year (1.6 percent a year when adjusted 
for inflation) (chart 1.2). In comparison, 
nondefense discretionary spending by the 
federal government has increased an aver
age of 6.2 percent a year (chart 1.3). Over 
the same ten-year period, Federal Reserve 
System employment has decreased 3,859 
(chart 1.4). 

-

Millions of dollars, except as noted

Reserve Banks1......................................... 2,776.0 2,983.5 3,067.0 7.5 2.8
 Personnel .............................................. 1,814.1 2,013.7 2,062.2 11.0 2.4
 Nonpersonnel ....................................... 961.9 969.8 1,004.8 0.8 3.6

Board of Governors2 ................................ 295.9 305.5 360.1 3.2 17.9
 Personnel .............................................. 218.1 228.7 260.6 4.9 13.9
 Nonpersonnel ....................................... 77.8 76.8 99.5 –1.3 29.6

Total System operating expenses .......... 3,071.9 3,289.0 3,427.1 7.1 4.2
 Personnel ............................................. 2,032.2 2,242.4 2,322.8 10.3 3.6
 Nonpersonnel ...................................... 1,039.7 1,046.6 1,104.3 0.7 5.5

Currency3.................................................. 488.7 576.0 602.4 17.9 4.6

Percent change

2007 to 20082006 to 2007

2008 
(budgeted)

2007 
(actual)

2006
(actual)Item

Note: Operating expenses exclude capital outlays. 
Components may not sum to totals and may not yield 
percentages shown because of rounding.

1. For detailed information on Reserve Bank expenses, 
see chapter 3.

2. Excludes extraordinary items and expenses of the 
Office of Inspector General. For more information, see 
chapter 2.

3. For information on currency expenses, see appen-
dix C.

Currency, 15%

Board of  
 Governors, 9%

Reserve Banks, 76%

2008
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Chart 1.2
Operating Expenses of the  
Federal Reserve System, 1999–2008
Excludes special projects

Chart 1.3
Cumulative Change in Federal Reserve 
System Expenses and Federal Government 
Expenses, 1999–2008
Includes special projects

Note: For 2008, budgeted.
1. Discretionary spending less expenditures on defense. 

Source: Budget of the United States Government, Fiscal 
Year 2008: Historical Tables, Table 8.1. Outlays by Budget 
Enforcement Act Category, 1962–2012,

2000 2002 2004 2006 2008

Percent

Federal government1

Federal Reserve

60

40

20

Chart 1.4
Employment in the  
Federal Reserve System, 1999–2008
Includes special projects

Note: For 2008, budgeted.

2000 2002 2004 2006 2008

Thousands of persons

25

23

21

The primary factors in spending 
restraint and the substantial staffing 
decrease over the past ten years have been 
the Reserve Banks’ restructuring in the 
check-processing function and improved 
efficiency in the support and overhead 
functions. Over the period, costs in the 

check area have decreased 0.5 percent 
and staffing for that function has declined 
10.2 percent. Similarly, local support and 
overhead costs have increased 2.1 percent 
and staffing for that function has declined  
4.0 percent.

2008 Capital Budgets
The 2008 capital budgets for the Reserve 
Banks and the Board total $544.8 mil
lion—$534.6 million for the Reserve 
Banks and Federal Reserve Information 
Technology (FRIT) and $10.2 million 
for the Board.  As in previous years, the 
2008 capital budgets include funding for 
projects that support the strategic direc
tion outlined by the individual Reserve 
Banks, System business leaders, and the 
Board. These strategic goals focus on 
investments that improve operational 
efficiencies and services to bank cus
tomers and on the provision of a safe, 
high-quality work environment. More 
information on the Board and Reserve 
Bank capital budgets is given in chapters 
2 and 3, respectively. ■

-

-

-

Note: For 2008, budgeted. 
1. Calculated with the GDP price deflator.

2000 2002 2004 2006 2008

Current dollars

2000 dollars1

Billions of dollars

1.0

3.0

2.0

2008



Chapter 1

Federal Reserve System

Total net expenses for the Federal Re-
serve System for 2009 are budgeted
at $4,084.4 million, an increase of
5.5 percent from 2008 actual expenses.
Of this total, $3,086.2 million is for the
Reserve Banks, $366.7 million is for
the Board of Governors, and $631.5 mil-
lion is for the cost of new currency
(tables 1.1 and 1.2).1 Revenue from
priced services provided to depository
institutions is expected to total $692.4
million, or 17 percent of total budgeted
expenses. This revenue, combined with
claims for reimbursement and other in-
come, results in the recovery of 28 per-
cent of the System’s budgeted 2009 ex-
penses.2 When these items are deducted

from budgeted 2009 expenses, net ex-
penses of the System are 15.5 percent
higher than 2008 net expenses (table
1.1), primarily because of a decline in
priced services revenue and an increase
in currency costs.

The distribution of budgeted ex-
penses is similar to that in previous
years, with the Reserve Banks’ ex-
penses accounting for 76 percent of the
total, new currency expenses accounting
for 15 percent, and Board expenses ac-
counting for the remainder (chart 1.1).

System employment is budgeted at
20,018 for 2009, a decrease of 727
from the 2008 level, largely because of
planned staff reductions by the Reserve
Banks.

1. The Board of Governors budgets on a two-
year cycle; in this chapter, 2009 values shown for
the System and the Board reflect the estimated
second-year effect of the Board’s 2008-09 budget.

2. Claims for reimbursement refers to costs of
fiscal agency and depository services provided to
the U.S. Treasury, other government agencies,

and other fiscal principals that are billed to these
agencies. Other income comes from services pro-
vided on behalf of the U.S. Treasury that are paid
for by the depository institutions using the ser-
vices, which include the transfer of funds be-
tween depository institutions and the Treasury.

Table 1.1
Total Expenses of the Federal Reserve System, Net of Receipts and Claims for
Reimbursement, 2007−2009

Millions of dollars, except as noted

Item
2007

(actual)
2008

(actual)
2009

(budgeted)

Percent change

2007 to 2008 2008 to 2009

Total System expenses1 . . . . . . . . . . . . . 3,883.02 3,872.4 4,084.4 −0.3 5.5

LESS

Revenue from priced services. . . . . 1,012.4 873.8 692.4 −13.7 −20.8
Other income . . . . . . . . . . . . . . . . . . . . 1.4 1.3 1.3 −9.5 0.0
Claims for reimbursement3 . . . . . . . 458.2 461.1 461.7 0.6 0.1

EQUALS

Net System expenses . . . . . . . . . . . . 2,411.12 2,536.2 2,929.0 5.2 15.5

NOTE: Components may not sum to totals and may not yield percentages shown because of rounding. Total
expenses reflect all redistributions for support and overhead and exclude capital outlays.

1. With this 2009 Annual Report: Budget Review, there has been a change in the way expenses are presented: the
costs of printing and transporting currency, and related expenses, are now included in total System expenses, to
align with the presentation in the Board’s 2008 Annual Report. Relevant figures for 2007 and 2008 also include
currency expenses, which in past reports were shown as a memo item.

2. Restated to include Office of Inspector General expenses and extraordinary items.
3. Costs of fiscal agency and depository services provided to the U.S. Treasury, other government agencies, and

other fiscal principals that are billed to these agencies.

9
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2009 System Budget Initiatives

The Reserve Bank budgets are funding
increases in the central bank functions,
specifically monetary policy and public
programs, supervision and regulation
functions, and cash operations, offset
by reductions in the check operations.
The major factors affecting the 2009
Reserve Bank budgets are outlined in
more detail in chapter 3.

Trends in
Expenses and Employment

From the actual 2000 level to the bud-
geted 2009 amount, the total expenses
of the Federal Reserve System have in-
creased an average of 3.8 percent per
year (1.2 percent per year when ad-
justed for inflation) (chart 1.2). Over
the same period, nondefense discretion-

Chart 1.1
Distribution of Budgeted Expenses of the
Federal Reserve System, 2009

Chart 1.2
Total Expenses of the Federal Reserve
System, 2000−2009

NOTE: Expenses for 2007 have been restated so that all
years include Office of Inspector General expenses and
extraordinary items. For all years, includes the costs of
new currency. For 2009, budgeted.

1. Calculated with GDP price deflator.

Table 1.2
Expenses of the Federal Reserve System for Operations and Currency, 2007−2009

Millions of dollars, except as noted

Item
2007

(actual)
2008

(actual)
2009

(budgeted)

Percent change

2007 to 2008 2008 to 2009

Reserve Banks1 . . . . . . . . . . . . . . . . 2,983.5 3,020.8 3,086.2 1.3 2.2
Personnel. . . . . . . . . . . . . . . . . . . . 2,013.7 2,021.3 2,102.4 0.4 4.0
Nonpersonnel . . . . . . . . . . . . . . . . 969.8 999.5 983.8 3.1 −1.6

Board of Governors2 . . . . . . . . . . . 323.53 351.2 366.7 8.6 4.4
Personnel. . . . . . . . . . . . . . . . . . . . 237.13 268.2 274.1 13.1 2.2
Nonpersonnel . . . . . . . . . . . . . . . . 86.43 83.0 92.6 −3.9 11.6

Currency4. . . . . . . . . . . . . . . . . . . . . . 576.0 500.4 631.5 −13.1 26.2

Total System expenses . . . . . . . . . 3,883.03 3,872.4 4,084.4 −0.3 5.5

NOTE: Expenses exclude capital outlays. Components may not sum to totals and may not yield percentages shown
because of rounding.

1. For detailed information on Reserve Bank expenses, see chapter 3.
2. Includes extraordinary items and expenses of the Office of Inspector General. See also chapter 2.
3. Restated to include Office of Inspector General expenses and extraordinary items.
4. For more information on currency expenses, see chapter 4.
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ary spending by the federal government
has increased an average of 6.0 percent
per year (chart 1.3). Over the
2000−2009 period, Federal Reserve
System employment has decreased
4,853 (chart 1.4).

The primary factors influencing both
Reserve Bank spending restraint and
the substantial staffing decreases over
the past 10 years have been restructur-
ing efforts in the check-processing
function and efficiency measures in the
support and overhead functions. Over
the same ten-year period, check costs
decreased an average of 4.3 percent and
the staffing level declined an average of
11.9 percent annually as a result of in-
creased efficiencies and investments in
technology. Local support and overhead
costs increased an average of 1.6 per-
cent annually and the staffing level de-

clined an average of 3.9 percent annu-
ally over the same ten-year period.

2009 Capital Budgets

The capital budgets for the Reserve
Banks and the Board total $550.3 mil-
lion, with $519.4 million budgeted for
the Reserve Banks and Federal Reserve
Information Technology (FRIT) and
$30.9 million budgeted for the Board.
As in previous years, the 2009 capital
budgets include funding for projects
that support the strategic direction out-
lined by the individual Reserve Banks,
System business leaders, and the Board.
These strategic goals focus on invest-
ments that continue to improve opera-
tional efficiencies, enhance services to
bank customers, and ensure a safe,
high-quality work environment. More
detailed discussions of the Board and
Reserve Bank capital budgets are in-
cluded in chapters 2 and 3, respectively.

Chart 1.3
Cumulative Change in Federal Reserve
System Expenses and Federal Government
Expenses, 2000−2009

NOTE: For 2009, budgeted.
1. Discretionary spending less expenditures on de-

fense. Source: Budget of the United States Government,

Fiscal Year 2009: Historical Tables, Table 8.1 Outlays
by Budget Enforcement Act Category, 1962−2013.

2. Includes the cost of new currency and Office of In-
spector General expenses and extraordinary items.

Chart 1.4
Employment in the Federal Reserve
System, 2000−2009

NOTE: For 2009, budgeted.
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