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Introduction 

Federal Reserve Budget Process 
and Operational Areas 

The Federal Reserve System comprises 
the seven-member Board of Governors 
in Washington, D.C., the twelve Federal 
Reserve Banks with their twenty-five 
Branches in Districts around the nation, 
the Federal Open Market Committee 
(FOMC), and three advisory groups— 
the Federal Advisory Council, the Con-
sumer Advisory Council, and the Thrift 
Institutions Advisory Council. The Sys-
tem was created in 1913 to establish a 
safe and flexible monetary and banking 
system. Over the years, the Congress 
has given the Federal Reserve more 
authority and responsibility for achiev-
ing broad national economic and finan-
cial objectives. 

As the nation's central bank, the 
Federal Reserve has many, varied re-
sponsibilities: It acts to ensure growth of 
the nation's economy consistent with 
price stability; it serves as the nation's 
lender of last resort, with responsibility 
for forestalling national liquidity crises; 
and it is involved in bank supervision 
and regulation, with responsibilities for 
bank holding companies, state-chartered 
banks that are members of the Federal 
Reserve System, the foreign activities of 
U.S. banks, and the U.S. activities of 
foreign banks. The Federal Reserve also 
administers the nation's consumer credit 
protection laws. 

The Federal Reserve System also 
plays a major role in the nation's pay-
ments mechanism. The Reserve Banks 
distribute currency and coin, provide 
wire and automated clearinghouse trans-
fers of funds and securities, and process 
approximately one-third of all domestic 
checks. The Federal Reserve also serves 

as the fiscal agent for the U.S. Treasury 
and provides a variety of other financial 
services for the Treasury and other 
government agencies. 

In carrying out its responsibilities in 
1992, the Federal Reserve System spent 
an estimated $1.7 billion and earned an 
estimated $947 million in operating 
revenue from priced services, reimburse-
ments, and other income, for a total of 
$778 million in net operating expenses. 
The major source of Federal Reserve 
income is earnings on the portfolio of 
U.S. government securities in the Sys-
tem Open Market Account, estimated at 
$17.3 billion in 1992. Earnings in excess 
of expenses, dividends, and surplus—in 
1992, an estimated $16.8 billion—are 
returned to the U.S. Treasury. (These 
earnings are treated as receipts in the 
U.S. budget accounting system, and 
projections of the earnings by the Office 
of Management and Budget appear in 
the U.S. budget.) 

The Budget Process 
The Board of Governors and the Reserve 
Banks have separate budgets and bud-
geting processes. 

Board of Governors 

All levels of Board management are 
involved in a planning and budgeting 
process that begins in the spring with 
development of a budget guideline and 
extends through November of each year. 
The administrative governor, under 
authority delegated by the Chairman, 
oversees the process until the budget is 
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submitted to the Board of Governors for 
action at an open meeting in November. 

The Board budget is structured in four 
operational areas (described in the next 
section). Costs for data processing are 
distributed to the four areas according 
to use; expenses for other elements of 
support and overhead are allocated to 
the four areas in proportion to the share 
of direct costs attributable to each area. 
The Board, in accordance with generally 
accepted accounting principles, capital-
izes assets and depreciates their value 
over appropriate time periods instead of 
expensing them in the year of purchase. 
Hence, the Board has both an operations 
and a capital budget. 

The Board's Office of Inspector Gen-
eral (OIG), in keeping with its statutory 
independence, prepares its proposed 
budget apart from the Board's budget. 
The OIG budget is also presented to the 
Board of Governors for action at an 
open meeting in November. (The OIG is 
discussed in appendix C.) 

After the Board budget is approved, 
the cash requirement for the first half of 
the calendar year is estimated and the 
amount is raised by an assessment on 
each of the Reserve Banks in proportion 
to its capital stock and surplus. The cash 
requirement for the second half of the 
year is estimated in June, and the second 
assessment is made in July. To minimize 
cash balances held by the Board, funds 
are transferred quarterly. 

Reserve Banks 

Each year the Federal Reserve Banks, 
like the Board, establish major operating 
goals for the coming year, devise strat-
egies for their attainment, estimate re-
quired resources, and monitor results. 
As with the Board, the process begins 
with development of a budget guideline. 
The Board of Governors reviews the 
proposed level of spending and commu-

nicates the budget objective to the 
Reserve Banks for their guidance. Each 
Bank then develops its own budget. The 
budgets are reviewed at the Board, both 
as separate documents and in light of 
Systemwide issues and the plans of the 
other Banks, before they are presented 
to the Board of Governors for final 
action at an open meeting in December. 

The Banks' budgets are also struc-
tured in four operational areas (de-
scribed in the next section), with support 
and overhead allocated to the opera-
tional areas. Approved separately from 
the budget process, which focuses on 
operational costs, are special projects, 
which are long-range research and 
development efforts that have the poten-
tial to make a major improvement in the 
nation's payments mechanism or in the 
Federal Reserve's ability to provide 
services (special projects for 1993 are 
described in appendix A). 

The operations and financial perfor-
mance of the Reserve Banks are moni-
tored throughout the year via a cost-
accounting system, the Planning and 
Control System (PACS), which was 
implemented by the Banks in 1977. 
Under PACS, the costs of all Reserve 
Bank services—priced and nonpriced, 
special and routine—are grouped by 
operational area, and the costs of sup-
port and overhead are allocated to the 
four areas. (The services assigned to 
each of the operational areas are listed 
in chapter 3, tables 3.7 through 3.10.) 
PACS makes it possible to compare 
budgets with actual expenses and en-
ables the Board of Governors to com-
pare the financial and operating perfor-
mances of the Reserve Banks. 

Operational Areas 
For budgeting purposes, the Board of 
Governors and the Reserve Banks 
account for their activities in four major 
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operational areas. Three of the areas— 
monetary and economic policy, services 
to financial institutions and the public, 
and supervision and regulation of finan-
cial institutions—are common to the 
Board and the Banks. The Banks' fourth 
operational area is services to the U.S. 
Treasury and other government agen-
cies, and the Board's fourth area is 
System policy direction and oversight. 

Monetary and Economic Policy 

The monetary and economic policy 
operational area encompasses Federal 
Reserve actions to influence the avail-
ability and cost of money and credit in 
the nation's economy. These actions 
include setting reserve requirements, 
setting the discount rate (which affects 
the cost of borrowing), and conducting 
open market operations. 

A vast amount of banking and finan-
cial data flows through the Reserve 
Banks to the Board, where it is compiled 
and made available to the public. The 
research staffs at the Board and the 
Banks use these data, along with infor-
mation collected by other public and 
private institutions, to assess the state of 
the economy and the relationships 
between the financial markets and eco-
nomic activity. Staff members provide 
background information for the Board 
of Governors and for each meeting of 
the FOMC by preparing detailed eco-
nomic and financial analyses and projec-
tions for the domestic economy and 
international markets. They also conduct 
longer-run economic studies of regional, 
national, and international issues. 

Services to Financial Institutions 
and the Public 

The Federal Reserve System plays a 
central role in the nation's payments 

mechanism, which is composed of many 
independent systems that move funds 
among financial institutions across the 
country. The Reserve Banks obtain 
currency and coin from the Bureau of 
Engraving and Printing and from the 
Mint and distribute it to the public 
through depository institutions; they 
also identify counterfeits and destroy 
currency that is unfit for circulation. In 
1992 the Reserve Banks distributed 
$306.8 billion in currency and $4.4 bil-
lion in coin and destroyed $96.7 billion 
in unfit currency. 

The Reserve Banks (along with their 
Branches and regional centers) also 
process checks for collection—approxi-
mately 18.8 billion checks each year 
with an average daily value of more than 
$50 billion. 

The Federal Reserve also plays a 
central role in the nation's payments 
mechanism through its wire transfer 
system, Fedwire. Through Fedwire, de-
pository institutions can draw on their 
reserves or clearing accounts at the 
Reserve Banks and transfer funds any-
where in the country. Approximately 
7,790 depository institutions use Fed-
wire through direct computer connec-
tions with Reserve Banks, and another 
3,408 institutions use Fedwire through 
off-line means such as telephone. In 
1992, approximately 67 million trans-
fers valued at about $200 trillion were 
sent over Fedwire, an average of 
$2.9 million per transfer and $800 bil-
lion per day. 

The Federal Reserve allows partici-
pants in private clearing arrangements to 
exchange and settle transactions on a net 
basis through reserve or clearing-
account balances. Users of net settle-
ment services include local check clear-
inghouse associations, automated 
clearinghouse (ACH) networks, credit 
card processors, automated teller 
machine networks, and national and 
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regional funds and securities transfer 
networks. In 1992, approximately 
650,000 net settlement entries for partic-
ipants in small-dollar clearing arrange-
ments were processed by the Reserve 
Banks. 

Approximately 27,350 depository 
institutions participate in the Federal 
Reserve's ACH service, which allows 
them to send or receive payments 
electronically instead of by check. The 
depository institutions use the ACH 
service for credit and debit transactions. 
Of the approximately 7,900 ACH end-
points, 5,950 have electronic connec-
tions with the Federal Reserve; the 
others receive payment data via mag-
netic tapes or paper registers. In 1992 
the Reserve Banks processed more than 
1.85 billion ACH transactions valued 
at about $8.45 trillion; approximately 
28 percent of the transactions were for 
the federal government, and the rest 
were for commercial establishments. 

The securities services provided by 
the Reserve Banks cover the handling of 
book-entry and definitive securities and 
the collection of coupons and miscella-
neous items. The book-entry service, 
begun in 1968, enables holders of 
government agency securities to transfer 
them electronically to other institutions 
throughout the country. The Reserve 
Banks maintained approximately 14,593 
book-entry accounts in 1992 and pro-
cessed approximately 11.7 million secu-
rities transfers. 

Through the definitive securities ser-
vice, the Reserve Banks store physical 
securities not eligible for maintenance 
on the Federal Reserve's book-entry 
system. The Federal Reserve held about 
$10.9 billion of such securities in priced 
accounts at the end of 1992. 

Through its noncash collection ser-
vice, the Federal Reserve presents 
coupons, bonds, and miscellaneous items 
for collection. Coupon collection, which 

accounts for approximately 98 percent 
of the transactions in this service cate-
gory, amounted to 2.3 million coupon 
envelopes in 1991 and about 1.6 million 
coupon envelopes in 1992 

Supervision and Regulation 

The Federal Reserve System plays a 
major role in the supervision and regu-
lation of banks and bank holding com-
panies. The Board of Governors adopts 
regulations to carry out statutory direc-
tives and establishes System supervisory 
and regulatory policies; the Reserve 
Banks conduct on-site examinations and 
inspections of state member banks and 
bank holding companies, review appli-
cations for mergers, acquisitions, and 
changes in control from banks and bank 
holding companies, and take formal 
supervisory actions. In 1992 the Board 
and the Reserve Banks examined approx-
imately 815 state member banks, in-
spected approximately 2,091 bank hold-
ing companies and their subsidiaries, 
and acted on a total of 2,967 interna-
tional and domestic applications. 

The Board also enforces compliance 
by state member banks with the fed-
eral laws protecting consumers in their 
use of credit. In 1992 the System 
conducted approximately 601 compli-
ance examinations. 

The Board's supervisory responsibil-
ities also extend to foreign operations of 
U.S. banks and, under the International 
Banking Act, to U.S. operations of 
foreign banks. 

Beyond these activities, the Federal 
Reserve maintains continuous oversight 
of the banking industry to ensure the 
overall safety and soundness of the 
financial system. This broader responsi-
bility is reflected in the System's pres-
ence in financial markets, through open 
market operations, and in the Federal 
Reserve's role as lender of last resort. 
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Services to the U.S. Treasury and 
Other Government Agencies 

The U.S. government uses the Federal 
Reserve as its bank. Through deposit 
accounts at the Reserve Banks, the 
government issues checks and payments 
and collects receipts. The Reserve Banks 
also process wire transfers of funds and 
automated clearinghouse payments and 
give the Treasury daily statements of 
account activity. 

Beyond these typical depository 
activities, the Reserve Banks provide 
several unique services to the govern-
ment. They monitor the tax receipts 
deposited in the 12,967 tax and loan 
accounts maintained by depository insti-
tutions designated to perform this func-
tion, they hold the collateral that those 
institutions pledge to support these and 
other government deposits, and they 
transfer funds to the Treasury's account 
at its request. The Reserve Banks assist 
the Treasury in its financing of the 
public debt by issuing, servicing, and 
redeeming all marketable Treasury secu-
rities as well as all U.S. savings and 
retirement plan bonds. The Reserve 
Banks also redeem food coupons for the 
U.S. Department of Agriculture and 
destroy them. 

System Policy Direction and 
Oversight 

This operational area encompasses 
activities by the Board of Governors to 
supervise Board and Reserve Bank 
programs. Expenses for these activities 
are considered overhead expenses of the 
System, and therefore are allocated 
across the other operational areas. • 
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Introduction 

Federal Reserve Budget Process 
and Operational Areas 

The Federal Reserve System comprises 
the seven-member Board of Governors 
in Washington, D.C., the twelve Federal 
Reserve Banks with their twenty-five 
Branches in Districts around the nation, 
the Federal Open Market Committee 
(FOMC), and three advisory groups— 
the Federal Advisory Council, the Con-
sumer Advisory Council, and the Thrift 
Institutions Advisory Council. The Sys-
tem was created in 1913 to establish a 
safe and flexible monetary and banking 
system. Over the years, the Congress 
has given the Federal Reserve more 
authority and responsibility for achiev-
ing broad national economic and finan-
cial objectives. 

As the nation's central bank, the 
Federal Reserve has many, varied re-
sponsibilities: It acts to ensure growth of 
the nation's economy consistent with 
price stability; it serves as the nation's 
lender of last resort, with responsibility 
for forestalling national liquidity crises; 
and it is involved in bank supervision 
and regulation, with responsibilities for 
bank holding companies, state-chartered 
banks that are members of the Federal 
Reserve System, the foreign activities of 
U.S. banks, and the U.S. activities of 
foreign banks. The Federal Reserve also 
administers the nation's consumer credit 
protection laws. 

The Federal Reserve System also 
plays a major role in the nation's 
payments mechanism. The Reserve 
Banks distribute currency and coin, 
provide wire and automated clearing-
house transfers of funds and securities, 
and process approximately one-third of 
all domestic checks. The Federal Reserve 

also serves as the fiscal agent for the 
U.S. Treasury and provides a variety of 
other financial services for the Treasury 
and other government agencies. 

In carrying out its responsibilities in 
1993, the Federal Reserve System spent 
an estimated $1.9 billion and earned an 
estimated $954 million in revenue from 
priced services, reimbursements, and 
other income, for a total of $906 million 
in net operating expenses. The major 
source of Federal Reserve income is 
earnings on the portfolio of U.S. govern-
ment securities in the System Open 
Market Account, estimated at $16.9 bil-
lion in 1993. Earnings in excess of 
expenses, dividends, and surplus—in 
1993, an estimated $16.0 billion—are 
returned to the U.S. Treasury. (These 
earnings are treated as receipts in the 
U.S. budget accounting system, and 
anticipated earnings projected by the 
Office of Management and Budget 
appear in the U.S. budget.) 

The Budget Process 

The Board of Governors and the Reserve 
Banks have separate budgets and bud-
geting processes. 

Board of Governors 

All levels of Board management are 
involved in a planning and budgeting 
process that begins in the spring with 
development of a budget guideline and 
extends through November of each year. 
The administrative governor, under 
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authority delegated by the Chairman, 
oversees the process until the budget is 
submitted to the Board for action at an 
open meeting in November. 

The Board budget is structured in four 
operational areas (described in the next 
section). Costs for data processing are 
distributed to the four areas according to 
use; expenses for other elements of 
support and overhead are allocated to 
the four areas in proportion to the share 
of direct costs attributable to each area. 
The Board, in accordance with generally 
accepted accounting principles, capital-
izes certain assets and depreciates their 
value over appropriate time periods 
instead of expensing them in their year 
of purchase. Hence, the Board has both 
an operations budget and a capital 
budget. 

The Board's Office of Inspector Gen-
eral (OIG), in keeping with its statutory 
independence, prepares its proposed 
budget apart from the Board's budget. 
The OIG budget is also presented to the 
Board of Governors for action at an 
open meeting in November. (The OIG is 
discussed in chapter 2 and appendix C.) 

After the Board budget is approved, 
the cash requirement for the first half 
of the calendar year is estimated and 
the amount is raised by an assessment 
on each of the Reserve Banks in 
proportion to its capital stock and 
surplus. The cash requirement for the 
second half of the year is estimated in 
June, and the second assessment is made 
in July. To minimize cash balances held 
by the Board, funds are transferred 
quarterly. 

Reserve Banks 
Each year the Federal Reserve Banks, 
like the Board, establish major operating 
goals for the coming year, devise strat-
egies for their attainment, estimate re-
quired resources, and monitor results. 

As with the Board, the process begins 
with development of a budget guideline. 
The Board of Governors reviews the 
proposed level of spending and commu-
nicates the budget objective to the 
Reserve Banks for their guidance. Each 
Bank then develops its own budget. The 
budgets are reviewed at the Board by a 
committee of three governors—the Bank 
Activities Committee—both as separate 
documents and in light of Systemwide 
issues and the plans of the other Banks, 
before they are presented to the full 
Board of Governors for final action at an 
open meeting in December. 

The Banks' budgets are also struc-
tured in four operational areas (de-
scribed in the next section), with support 
and overhead charged to the operational 
areas. Approved separately from the 
budget process, which focuses on 
operational costs, are special projects, 
which are long-range research and 
development efforts that have the 
potential to make a major improvement 
in the nation's payments mechanism 
or in the Federal Reserve's ability to 
provide services (special projects for 
1994 are described in appendix A). 

The operations and financial perfor-
mance of the Reserve Banks are moni-
tored throughout the year via a cost-
accounting system, the Planning and 
Control System (PACS), which was 
implemented by the Banks in 1977. 
Under PACS, the costs of all Reserve 
Bank services, both priced and non-
priced, are grouped by operational area, 
and the costs of support and overhead 
are charged to the four areas. (The 
services assigned to each of the opera-
tional areas are listed in chapter 3, tables 
3.7 through 3.10.) PACS makes it 
possible to compare budgets with actual 
expenses and enables the Board of 
Governors to compare the financial and 
operating performances of the Reserve 
Banks. 
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Operational Areas 
For budgeting purposes, the Board of 
Governors and the Reserve Banks 
account for their activities in four major 
operational areas. Three of the areas— 
monetary and economic policy, super-
vision and regulation of financial 
institutions, and services to financial 
institutions and the public—are com-
mon to the Board and the Banks. The 
Banks' fourth operational area is ser-
vices to the U.S. Treasury and other 
government agencies, and the Board's 
fourth area is System policy direction 
and oversight. 

Monetary and Economic Policy 
The monetary and economic policy 
operational area encompasses Federal 
Reserve actions to influence the avail-
ability and cost of money and credit in 
the nation's economy. These actions 
include setting reserve requirements, 
setting the discount rate (which affects 
the cost of borrowing), and conducting 
open market operations. 

A vast amount of banking and finan-
cial data flows through the Reserve 
Banks to the Board, where it is compiled 
and made available to the public. The 
research staffs at the Board and the 
Reserve Banks use these data, along 
with information collected by other 
public and private institutions, to assess 
the state of the economy and the 
relationships between the financial mar-
kets and economic activity. Staff mem-
bers provide background information 
for the Board of Governors and for each 
meeting of the FOMC by preparing 
detailed economic and financial analy-
ses and projections for the domestic 
economy and international markets. They 
also conduct longer-run economic stud-
ies of regional, national, and interna-
tional issues. 

Supervision and Regulation 
The Federal Reserve System plays a 
major role in the supervision and regu-
lation of banks and bank holding com-
panies. The Board of Governors adopts 
regulations to carry out statutory direc-
tives and establishes System supervisory 
and regulatory policies; the Reserve 
Banks conduct on-site examinations and 
inspections of state member banks and 
bank holding companies, review appli-
cations for mergers, acquisitions, and 
changes in control from banks and bank 
holding companies, and take formal 
supervisory actions. In 1993 the Board 
and the Reserve Banks conducted 
approximately 773 state member bank 
examinations and approximately 2,145 
bank holding company inspections and 
acted on a total of 2,797 international 
and domestic applications. 

The Board also enforces compliance 
by state member banks with the federal 
laws protecting consumers in their use 
of credit. In 1993 the System con-
ducted approximately 660 compliance 
examinations. 

The Board's supervisory responsibil-
ities also extend to foreign operations of 
U.S. banks and, under the International 
Banking Act, to U.S. operations of 
foreign banks. 

Beyond these activities, the Federal 
Reserve maintains continuous oversight 
of the banking industry to ensure the 
overall safety and soundness of the 
financial system. This broader responsi-
bility is reflected in the System's pres-
ence in financial markets, through open 
market operations, and in the Federal 
Reserve's role as lender of last resort. 

Services to Financial Institutions 
and the Public 
The Federal Reserve System plays a 
central role in the nation's payments 
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mechanism, which is composed of many 
independent systems that move funds 
among financial institutions across the 
country. The Reserve Banks obtain 
currency and coin from the Bureau of 
Engraving and Printing and from the 
Mint and distribute it to the public 
through depository institutions; they 
also identify counterfeits and destroy 
currency that is unfit for circulation. In 
1993 the Reserve Banks distributed 
$324.2 billion in currency and $4.6 bil-
lion in coin and destroyed $79.6 billion 
in unfit currency. 

The Reserve Banks (along with their 
Branches and regional centers) also 
process checks for collection— 
approximately 19 billion checks in 1993 
with an average daily value of more than 
$55 billion. 

The Federal Reserve also plays a 
central role in the nation's payments 
mechanism through its wire transfer 
system, Fedwire. Through Fedwire, 
depository institutions can draw on their 
reserves or clearing accounts at the 
Reserve Banks and transfer funds any-
where in the country. Approximately 
7,900 depository institutions use Fed-
wire through direct computer connec-
tions with Reserve Banks, and another 
2,800 institutions use Fedwire through 
off-line means such as telephone. In 
1993, approximately 70 million trans-
fers valued at about $208 trillion were 
sent over Fedwire, an average of 
$2.9 million per transfer and $824 bil-
lion per day. 

The Federal Reserve allows partici-
pants in private clearing arrangements 
to exchange and settle transactions on a 
net basis through reserve or clearing 
account balances. Users of net settle-
ment services include local check 
clearing house associations, automated 
clearing house (ACH) networks, credit 
card processors, automated teller 
machine networks, and national and 

regional funds transfer and securities 
transfer networks. In 1993, approxi-
mately 600,000 net settlement entries 
for participants in small-dollar clearing 
arrangements were processed by the 
Reserve Banks. 

Approximately 27,200 depository 
institutions participate in the Federal 
Reserve's ACH service, which allows 
them to send or receive payments 
electronically instead of by check. The 
institutions use the ACH service for 
credit and debit transactions. Of the 
approximately 8,700 ACH endpoints, all 
but 660 have electronic connections 
with the Federal Reserve; by June 30, 
1994, all endpoints will be electronically 
connected. In 1993 the Reserve Banks 
processed approximately 2.10 billion 
ACH transactions valued at about 
$8.75 trillion; approximately 26 percent 
of the transactions were for the federal 
government, and the rest were for 
commercial establishments. 

The securities services provided by 
the Reserve Banks cover the handling of 
book-entry and definitive securities and 
the collection of coupons and miscella-
neous items. The book-entry service, 
begun in 1968, enables holders of 
Treasury and government agency secu-
rities to transfer the securities elec-
tronically to other institutions through-
out the country. In 1993 the Reserve 
Banks processed approximately 11.9 mil-
lion securities transfers valued at 
$146 trillion. 

Until 1994, the Federal Reserve pro-
vided two paper-based securities ser-
vices, definitive securities safekeeping 
and noncash collection. The priced 
definitive securities safekeeping service, 
a custodial service, was discontinued at 
the end of 1993, however, because of 
declining volume. The noncash collec-
tion service, through which maturing 
coupons and bonds are presented for 
collection, processed 1.7 million trans-
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actions in 1992 and about 1.1 million 
transactions in 1993. 

Services to the U.S. Treasury 
and Other Government Agencies 
The U.S. government uses the Federal 
Reserve as its bank. Through deposit 
accounts at the Reserve Banks, the 
government issues checks and payments 
and collects receipts. The Reserve Banks 
also process wire transfers of funds and 
automated clearinghouse payments and 
give the Treasury daily statements of 
account activity. 

Beyond these typical depository 
activities, the Reserve Banks provide 
several unique services to the govern-
ment. They monitor the tax receipts 
deposited in the 12,435 tax and loan 
accounts that are maintained by deposi-
tory institutions designated to perform 
this function, they hold the collateral 
that those institutions pledge to support 
these and other government deposits, 
and they transfer funds to the Treasury's 
account at its request. The Reserve 
Banks assist the Treasury in its financ-
ing of the public debt by issuing, 
servicing, and redeeming all marketable 
Treasury securities as well as all U.S. 
savings and retirement plan bonds. The 
Reserve Banks also redeem food cou-
pons for the U.S. Department of Agri-
culture and destroy redeemed coupons. 

System Policy Direction 
and Oversight 
This operational area encompasses 
activities by the Board of Governors to 
supervise Board and Bank programs. 
Expenses for these activities are consid-
ered overhead expenses of the System 
and are, therefore, allocated across the 
other operational areas. • 
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