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Appendix D 

Sources and Uses of Funds 

The Federal Reserve System, in accor-
dance with generally accepted accounting 
principles, accrues income and expenses 
and capitalizes acquisitions of assets 
whose useful lives extend over several 
years (see appendix C). 

The System derives its income pri-
marily from U.S. government securities 
that the Federal Reserve has acquired 
through open market operations, one of 
the tools of monetary policy. These earn-
ings account for approximately 90 per-
cent of current income (table D.l). 

The current expenses of the Reserve 
Banks consist of their operating expenses 

Table D. 1 
Income of the Federal Reserve System, 
1988-89 
Millions of dollars 

Source 1988 
actual 

1989 
estimate 

355.5 396.9 
18,179.5 20,064.4 

299.8 1,037.4 
656.8 702.4 

34.7 47.9 

19,526.4 22,249.2 

U.S. government securities . . . 
Foreign currencies 
Priced services 
Other 

355.5 396.9 
18,179.5 20,064.4 

299.8 1,037.4 
656.8 702.4 

34.7 47.9 

19,526.4 22,249.2 Total 

355.5 396.9 
18,179.5 20,064.4 

299.8 1,037.4 
656.8 702.4 

34.7 47.9 

19,526.4 22,249.2 

355.5 396.9 
18,179.5 20,064.4 

299.8 1,037.4 
656.8 702.4 

34.7 47.9 

19,526.4 22,249.2 

and the costs of the earnings credits 
granted to depository institutions on 
clearing balances held with the Reserve 
Banks (table D.2). The Reserve Banks 
record extraordinary adjustments to cur-
rent net income in a profit and loss 
account. The primary entries in the 
account are for gains or losses on the sale 
of U.S. government securities and for 
gains or losses that result either from the 
sale of assets denominated in foreign 
currencies or from the revaluation of 
those assets at market exchange rates. 

The Reserve Banks retain a surplus to 
cushion unexpected losses, much as 
commercial establishments retain earn-
ings. The Board of Governors requires 
that the surplus equal the capital paid in 
by the member banks. Since the end of 
1964, the Board's policy has been to 
transfer to the Treasury all net income 
after paying the statutory dividend to 
member banks and the amount necessary 
to equate surplus to paid-in capital. The 
amount transferred is classified as interest 
on Federal Reserve notes. Such payments 
were $17.4 billion in 1988 and are 
estimated to be $21.6 billion in 1989. 
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Table D. 2 
Distribution of the Income of the Federal Reserve System, 1988-89 
Millions of dollars 

Item 1988 
actual 

1989 
estimate 

Current income1 

LESS 
Current expenses of Reserve Banks2 

Operating expenses 
Earnings-credit costs 

EQUALS 
Current net income 

PLUS 
Net additions to, or deductions from ( —), current net income3 

LESS 
Cost of unreimbursed Treasury services4 

Assessments by Board 
Board expenses 
Cost of currency 

Other distributions 
Dividends paid to member banks5.. 
Transfers to, or from (—), surplus6. 

EQUALS 
Payment to U.S. Treasury 

19,526 

1,082 
124 

18,320 

- 4 8 9 

28 

84 
164 

126 
65 

17,364 

22,249 

1,184 
148 

20,917 

1,296 

41 

90 
175 

130 
131 

21,646 

1. See table D. l . 
2. Net of reimbursements due from the U.S. Treasury 

and other government agencies. Reflects reductions of 
$69.5 million in 1988 and $46.7 million in 1989 in credits 
for net periodic pension cost. 

3. This account is the same as that reported under the 
same name in the table "Income and Expenses of the 
Federal Reserve Banks," in the Statistical Tables section of 
the Board's Annual Report and includes gains and losses on 
foreign exchange transactions due primarily to revaluations 
at market exchange rates; gains and losses on sales of U.S. 

government securities; and miscellaneous gains and losses. 
4. The cost of services provided to the U.S. Treasury 

that are reimbursable under agreements with the Treasury 
and for which reimbursement is not anticipated. 

5. The Federal Reserve Act requires the Federal 
Reserve to pay dividends to member banks at the rate of 
6 percent of paid-in capital. 

6. Each year the Federal Reserve transfers to its surplus 
account an amount sufficient to equate surplus to paid-in 
capital to provide a reserve against losses. 
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Appendix D 

Sources and Uses of Funds 

The Federal Reserve System, in accor-
dance with generally accepted accounting 
principles, accrues income and expenses 
and capitalizes acquisitions of assets 
whose useful lives extend over several 
years (see appendix C). 

The System derives its income pri-
marily from U.S. government securities 
that die Federal Reserve has acquired 
through open market operations, one of 
the tools of monetary policy. These earn-
ings account for approximately 85 per-
cent of current income (table D.l). 

The current expenses of the Reserve 
Banks consist of their operating expenses 

Table D.l 
Income of the Federal Reserve System, 
1990-91 
Millions of dollars 

Source 1989 
actual 

1990 
estimate 

Loans 396.9 117.9 
U.S. government securities . . . 20,064.6 19,994.5 
Foreign currencies 1,037.4 2,603.8 
Priced services 702.4 729.5 
Other 47.9 28.9 

Total 22,249.3 23,474.6 

and the costs of the earnings credits 
granted to depository institutions on 
clearing balances held with the Reserve 
Banks (table D.2). The Reserve Banks 
record extraordinary adjustments to cur-
rent net income in a profit and loss 
account. The primary entries in the 
account are for gains or losses on the sale 
of U.S. government securities and for 
gains or losses that result either from the 
sale of assets denominated in foreign 
currencies or from the revaluation of 
those assets at market exchange rates. 

The Reserve Banks retain a surplus to 
cushion unexpected losses, much as 
commercial establishments retain earn-
ings. The Board of Governors requires 
that the surplus equal the capital paid in 
by the member banks. Since the end of 
1964, the Board's policy has been to 
transfer to the Treasury all net income 
after paying the statutory dividend to 
member banks and the amount necessary 
to equate surplus to paid-in capital. The 
amount transferred is classified as interest 
on Federal Reserve notes. Such payments 
were $21.6 billion in 1989 and are 
estimated to be $23.6 billion in 1990. 
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Table D.2 
Distribution of the Income of the Federal Reserve System, 1989-90 
Millions of dollars 

Item 1989 
actual 

1990 
estimate 

Current income1 

LESS 
Current expenses of Reserve Banks2 

Operating expenses 
Costs of earnings credits 

EQUALS 
Current net income 

PLUS 
Net additions to, or deductions from (—), current net income3. 

LESS 
Cost of unreimbursed Treasury services4 

Assessments by Board 
Board expenses 
Cost of currency 

Other distributions 
Dividends paid to member banks5.. 
Transfers to, or from ( - ) , surplus6. 

EQUALS 
Payment to U.S. Treasury 

22,249 

1,184 
148 

20,917 

1,296 

41 

90 
175 

130 
131 

21,646 

23,475 

1,211 
134 

22,130 

2,220 

100 

104 
193 

141 
180 

23,633 

1. See table D . l . 
2. Net of reimbursements due from the U.S. Treasury 

and other government agencies. Reflects reductions of 
$46.7 million in 1989 and $60.5 million in 1990 in credits 
for net periodic pension cost. 

3. This account is the same as that reported under the 
same name in the table "Income and Expenses of the 
Federal Reserve Banks," in the Statistical Tables section of 
the Board's Annual Report and includes gains and losses on 
foreign exchange transactions due primarily to revaluations 
at market exchange rates; gains and losses on sales of U.S. 

government securities; and miscellaneous gains and losses. 
4. The cost of services provided to the U.S. Treasury 

that are reimbursable under agreements with the Treasury 
and for which reimbursement is not anticipated. 

5. The Federal Reserve Act requires the Federal Reserve 
to pay dividends to member banks at the rate of 
6 percent of paid-in capital. 

6. Each year the Federal Reserve transfers to its surplus 
account an amount sufficient to equate surplus to paid-in 
capital to provide a reserve against losses. 
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Appendix D 

Sources and Uses of Funds 

The Federal Reserve System, in accor-
dance with generally accepted account-
ing principles, accrues income and 
expenses and capitalizes acquisitions of 
assets whose useful lives extend over 
several years (see appendix C). 

The System derives its income pri-
marily from U.S. government securities 
that the Federal Reserve has acquired 
through open market operations, one of 
the tools of monetary policy. These 
earnings account for approximately 
85 percent of current income (table D.l). 

The current expenses of the Reserve 
Banks consist of their operating expenses 
and the costs of the earnings credits 

Table D.l 
Income of the Federal Reserve System, 
1990-91 
Millions of dollars 

Source 1990 
actual 

1991 
estimate 

117.9 25.6 
19.994.5 19,262.3 
2,603.9 2,498.9 

730.2 737.3 
30.1 27.2 

23.476.6 22,551.3 

U.S. government securities 
Foreign currencies 
Priced services 
Other 

117.9 25.6 
19.994.5 19,262.3 
2,603.9 2,498.9 

730.2 737.3 
30.1 27.2 

23.476.6 22,551.3 Total 

117.9 25.6 
19.994.5 19,262.3 
2,603.9 2,498.9 

730.2 737.3 
30.1 27.2 

23.476.6 22,551.3 

117.9 25.6 
19.994.5 19,262.3 
2,603.9 2,498.9 

730.2 737.3 
30.1 27.2 

23.476.6 22,551.3 

granted to depository institutions on 
clearing balances held with the Reserve 
Banks (table D.2). The Reserve Banks 
record extraordinary adjustments to 
current net income in a profit and loss 
account. The primary entries in the 
account are for gains or losses on the 
sale of U.S. government securities and 
for gains or losses on assets denominated 
in foreign currencies that result either 
from the sale of those assets or from 
their revaluation at market exchange 
rates. 

The Reserve Banks retain a surplus to 
cushion unexpected losses, much as 
commercial establishments retain earn-
ings. The Board of Governors requires 
that the surplus account at year-end be 
equal to the capital paid in by the 
member banks. Since the end of 1964, 
the Board's policy has been to transfer 
to the U.S. Treasury all net income after 
paying the statutory dividend to member 
banks and the amount necessary to 
equate surplus to paid-in capital. The 
amount transferred is classified as 
interest on Federal Reserve notes. Such 
payments were $23.6 billion in 1990 and 
are estimated to be $20.8 billion in 1991. 
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Table D.2 
Distribution of the Income of the Federal Reserve System, 1990-91 
Millions of dollars 

Item 1990 
actual 

1991 
estimate 

Current income1 

LESS 
Current expenses of Reserve Banks2 

Operating expenses 
Costs of earnings credits 

EQUALS 
Current net income 

PLUS 
Net additions to, or deductions from (-), current net income3 

LESS 
Cost of unreimbursed Treasury services4 

Assessments by Board 
Board expenses 
Cost of currency 

Other distributions 
Dividends paid to member banks 5 . 
Transfers to, or from (-), surplus6 

EQUALS 
Payment to U.S. Treasury 

23,477 

1,211 
139 

22,127 

2,201 

102 

104 
193 

141 
180 

23,608 

22,551 

1,268 
160 

21,124 

496 

91 

110 
261 

153 
228 

20,778 

1. See table D.l. 
2. Net of reimbursements due from the U.S. Treasury 

and other government agencies. Also reflects reductions 
of $60.5 million in 1990 and $83.1 million in 1991 in 
credits for net periodic pension cost. 

3. This account is the same as that reported under the 
same name in the table "Income and Expenses of Federal 
Reserve Banks" in the Statistical Tables section of the 
Board's Annual Report and includes realized and 
unrealized gains on assets denominated in foreign cur-
rencies; gains on sales of U.S. government securities; and 
miscellaneous gains and losses. 

4. The cost of services provided to the U.S. Treasury 
that are reimbursable under agreements with the Treasury 
and for which reimbursement is not anticipated. 

5. The Federal Reserve Act requires the Federal 
Reserve to pay dividends to member banks at the rate of 
6 percent of paid-in capital. 

6. Each year the Federal Reserve transfers to its 
surplus account an amount sufficient to equate surplus to 
paid-in capital to provide a reserve against losses. 
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Appendix B 

Sources and Uses of Funds 

The Federal Reserve System, in accor-
dance with generally accepted account-
ing principles, accrues income and 
expenses and capitalizes acquisitions of 
assets whose useful lives extend over 
several years (see appendix A). 

The System derives its income pri-
marily from earnings on U.S. govern-
ment securities that the Federal Reserve 
has acquired through open market oper-
ations, one of the tools of monetary 
policy. These earnings account for 
approximately 86 percent of current 
income (table B.l). 

The current expenses of the Reserve 
Banks consist of their operating expenses 

Table B.l 
Income of the Federal Reserve System, 
1991 and 1992 
Millions of dollars 

Source 1991 
actual 

1992 
estimate 

25.6 6.2 
19,262.3 17,336.4 
2,499.4 2,122.0 

737.5 757.1 
28.3 11.9 

22,553.0 20,233.6 

U.S. government securities . . . 
Foreign currencies 
Priced services 
Other 

25.6 6.2 
19,262.3 17,336.4 
2,499.4 2,122.0 

737.5 757.1 
28.3 11.9 

22,553.0 20,233.6 Total 

25.6 6.2 
19,262.3 17,336.4 
2,499.4 2,122.0 

737.5 757.1 
28.3 11.9 

22,553.0 20,233.6 

25.6 6.2 
19,262.3 17,336.4 
2,499.4 2,122.0 

737.5 757.1 
28.3 11.9 

22,553.0 20,233.6 

and the costs of the earnings credits 
granted to depository institutions on 
clearing balances held with the Reserve 
Banks (table B.2). The Reserve Banks 
record extraordinary adjustments to cur-
rent net income in a profit and loss 
account. The primary entries in the 
account are for gains or losses on the 
sale of U.S. government securities and 
for gains or losses on assets denomi-
nated in foreign currencies that result 
either from the sale of those assets or 
from their revaluation at market ex-
change rates. 

The Reserve Banks retain a surplus to 
cushion unexpected losses, much as 
commercial establishments retain earn-
ings. The Board of Governors requires 
that the surplus account at year-end be 
equal to the capital paid in by the 
member banks. Since the end of 1964, 
the Board's policy has been to transfer 
to the U.S. Treasury all net income after 
paying the statutory dividend to member 
banks and the amount necessary to 
equate surplus to paid-in capital. The 
amount transferred is classified as inter-
est on Federal Reserve notes. Such 
payments were $20.8 billion in 1991 and 
are estimated to be $16.8 billion in 1992. 
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Table B.2 
Distribution of the Income of the Federal Reserve Banks, 1991 and 1992 

Millions of dollars 

Item 1991 
actual 

Current income1 

LESS 
Current expenses of Reserve Banks 2 

Operating expenses 
Costs of earnings credits 

EQUALS 
Current net income 

PLUS 
Net additions to, or deductions from (-) , current net income3 

LESS 
Cost of unreimbursed Treasury services4 

22,553 

1,265 
164 

21,124 

496 

90 

Assessments by the Board 
Board expenses 
Cost of currency 

Other distributions 
Dividends paid to member banks5 

Transfers to, or from (-) , surplus6 

EQUALS 
Payment to U.S. IVeasury 

1. See table B.l. 
2. Net of reimbursements due from the U.S. Treasury 

and other government agencies. Also reflects reductions 
of $83.1 million in 1991 and $141.0 million in 1992 in 
credits for net periodic pension cost. 

3. This account is the same as that reported under the 
same name in the table "Income and Expenses of Federal 
Reserve Banks" in the Statistical Tables section of the 
Board's Annual Report and includes realized and 
unrealized gains on assets denominated in foreign 
currencies, gains on sales of U.S. government securities, 
and miscellaneous gains and losses. 

1992 
estimate 

20,234 

1,300 
175 

18,759 

-959 

28 

110 129 
261 295 

153 172 
228 402 

20,778 16,774 

4. The cost of services provided to the U.S. Treasury 
that are reimbursable under agreements with the Treasury 
and for which reimbursement is not anticipated. 

5. The Federal Reserve Act requires the Federal 
Reserve to pay dividends to member banks at the rate of 
6 percent of paid-in capital. 

6. Each year the Federal Reserve transfers to its 
surplus account an amount sufficient to equate surplus to 
paid-in capital to provide a reserve against losses. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1992-1993



51 

Appendix B 

Sources and Uses of Funds 

The Federal Reserve System, in accor-
dance with generally accepted account-
ing principles, accrues income and 
expenses and capitalizes acquisitions of 
assets whose useful lives extend over 
several years (see appendix A). 

The System derives its income pri-
marily from earnings on U.S. govern-
ment securities that the Federal Reserve 
has acquired through open market oper-
ations, one of the tools of monetary 
policy. These earnings account for 
approximately 89 percent of current 
income (table B.l). 

The current expenses of the Reserve 
Banks consist of their operating expenses 
and the costs of the earnings credits 

Table B.l 
Income of the Federal Reserve System, 
1992 and 1993 

Millions of dollars 

Source 1992 
actual 

1993 
estimate 

6.1 5.6 
17,336.4 16,890.7 
2,122.0 1,249.2 

758.4 756.3 
12.2 11.1 

20,235.0 18,913.0 

U.S. government securities . . . 
Foreign currencies 
Priced services 
Other 

6.1 5.6 
17,336.4 16,890.7 
2,122.0 1,249.2 

758.4 756.3 
12.2 11.1 

20,235.0 18,913.0 Total 

6.1 5.6 
17,336.4 16,890.7 
2,122.0 1,249.2 

758.4 756.3 
12.2 11.1 

20,235.0 18,913.0 

6.1 5.6 
17,336.4 16,890.7 
2,122.0 1,249.2 

758.4 756.3 
12.2 11.1 

20,235.0 18,913.0 

granted to depository institutions on 
clearing balances held with the Reserve 
Banks (table B.2). The Reserve Banks 
record extraordinary adjustments to cur-
rent net income in a profit and loss 
account. The primary entries in the 
account are for gains or losses on the 
sale of U.S. government securities and 
for gains or losses on assets denomi-
nated in foreign currencies that result 
either from the sale of those assets or 
from their revaluation at market ex-
change rates. 

The Reserve Banks retain a surplus to 
cushion unexpected losses, much as 
commercial establishments retain earn-
ings. The Board of Governors requires 
that the surplus account at year-end be 
an amount equal to the capital paid in 
by the member banks. Since the end of 
1964, the Board's policy has been to 
transfer to the U.S. Treasury all net 
income after paying the statutory divi-
dend to member banks and the amount 
necessary to equate surplus to paid-in 
capital. The amount transferred is clas-
sified as interest on Federal Reserve 
notes. Such payments were $16.8 billion 
for 1992 and are estimated to be 
$16.0 billion for 1993. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1993-1994



52 Annual Report: Budget Review, 1994 -95 

Table B.2 
Distribution of the Income of the Federal Reserve Banks, 1992 and 1993 
Millions of dollars 

Item 1992 
actual 

1993 
estimate 

Current income1 

LESS 
Current expenses of Reserve Banks2 

Operating expenses 
Costs of earnings credits 

EQUALS 
Current net income 

PLUS 
Net additions to, or deductions from (-), current net income3 

LESS 
Cost of unreimbursed Treasury services 4 

Assessments by the Board 
Board expenses 
Cost of currency 

Other distributions 
Dividends paid to member banks5 . 
Transfers to, or from (-), surplus6 

EQUALS 
Payment to U.S. Treasury 

20,235 

1,297 
177 

18,760 

-959 

29 

129 
296 

172 
402 

16,774 

18,913 

1,477 
182 

17,254 

- 2 0 1 

28 

140 
356 

195 
348 

15,985 

1. See table B.L 
2. Net of reimbursements due from the U.S. Treasury 

and other government agencies. Also reflects reductions 
of $140.9 million in 1992 and $131.4 million in 1993 in 
credits for net periodic pension cost. 

3. This account is the same as that reported under the 
same name in the table "Income and Expenses of Federal 
Reserve Banks" in the Statistical Tables section of the 
Board's Annual Report and includes realized and 
unrealized gains on assets denominated in foreign 
currencies, gains on sales of U.S. government securities, 
and miscellaneous gains and losses. 

4. The cost of services provided to the U.S. Treasury 
that are reimbursable under agreements with the Treasury 
and for which reimbursement is not anticipated. 

5. The Federal Reserve Act requires the Federal 
Reserve to pay dividends to member banks at the rate of 
6 percent of paid-in capital. 

6. Each year the Federal Reserve transfers to its 
surplus account an amount sufficient to equate surplus to 
paid-in capital, to provide a reserve against losses. 
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