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Chapter 2 

Board of Governors 

Every two years, the Board and its senior 
staff undertake a process that produces a 
four-year strategic plan and a biennial 
budget. For the 2004–07 planning period 
and the 2004–05 budget period, the Com
mittee on Board Affairs, assisted by a 
senior-level Staff Planning Group (SPG) 
and staff in the Planning and Budget Sec
tion of the Management Division, guided 
the process. During 2004, the first year 
of the current budget period, a number of 
minor reallocations were made within the 
2004–05 approved operations budget. 
The operations budget was also decreased 
$0.8 million in accordance with the 
Board’s policy on software capitalization. 
An additional $4.28 million was added 
to the capital budget for enhanced Board 
perimeter security and for the software 
capitalization. 

The revised 2004–05 budget for the 
Board consists of $527.8 million for 
operations, $10.0 million for extraordi
nary items (projects of a unique nature), 
and $8.5 million for the Office of Inspec
tor General (OIG). The Board has autho
rized 1,948 staff positions and 31 posi
tions for the OIG; no positions are 
required for the extraordinary items. 

Planning Issues 

The Staff Planning Group reviewed the 
planning materials submitted by the 
Board’s divisions and offices and identi
fied the following major issues that will 
have Boardwide impact over the planning 
period: 

•	 strategic human resource issues, 
including support for efforts to attract 
and retain highly qualified staff 

•	 information technology initiatives that 
provide the public with improved 

access to Board data and information 
•	 legislation and support for initiatives, 

such as Basel II 
•	 physical and information security 

and continuity of operations 
• investments in facilities 

These issues are reflected in the 
resource-allocation decisions of the Com
mittee on Board Affairs that are the basis 
of the approved budget. They will also 
serve as the basis for the 2004–05 per
formance plan prepared as part of the 
Board’s voluntary compliance with the 
Government Performance and Results 
Act. 

Major Initiatives 

To address these major planning issues, 
the approved budget includes the follow
ing initiatives and projects for the 2004– 
05 period. 

•	 Attract and retain staff. Initiatives to 
improve the Board’s ability to attract 
and retain staff include the variable-
pay program for economists, attorneys, 
and officers; a 4.1 percent merit 
increase for 2004 and a 3.8 percent 
merit increase for 2005; and actions 
to enhance productivity and meet new 
requirements, such as acquiring 
improved information technology 
equipment, providing access to 
enhanced data sets, and slightly 
increasing staff to assist with current 
analysis. 

•	 Information technology (IT). Funding 
is provided for the Board to comply 
with e-government initiatives such as 
improved public access to data, 
enhanced information security, and 
section 508 compliance. 
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•	 Workload. A small increase in the num
ber of positions, a reallocation of 
positions to meet higher-priority 
requirements, and the filling of a num
ber of vacant positions are necessary 
to comply with new laws that affect 
Board operations, such as the Federal 
Information Security Management 
Act; to fulfill expanded supervisory 
responsibilities under the Sarbanes-
Oxley Act; and to prepare for Basel II 
and other key initiatives. 

•	 Security and continuity of operations. 
Funding to hire and train armed secu
rity staff authorized during the 2002– 
03 biennium, and other actions to 
enhance employee safety and the 
Board’s ability to operate in a contin
gency environment, added signifi
cantly to the budget. 

•	 Facilities. In line with the Board’s stra
tegic plan, capital investments are 
planned for the three Board facilities, 
as discussed below in the section on 
the capital budget. Additional non-
capital improvements are also planned 
at all three facilities. 

Areas of Risk 

Despite a careful and coordinated plan
ning effort, future developments such as 
the following could require resources 
beyond what is currently approved: 

•	 significant changes in or shocks to 
the economy or the financial system 
that create a material increase in 
workload 

•	 terrorist activity requiring addi
tional security and contingency 
enhancements 

•	 a decision to fund a major Systemwide 
supervisory technology initiative such 
as the Shared National Credit Program 

•	 increased workload created by laws or 
decisions to expand or modify central 
bank operations 

•	 changes to the position-vacancy-rate 
assumptions used in developing the 
salary budget and a need for more 
office space if the staff increases 

Operations Budget by 
Operational Area 

The Board’s operations budget supports 
four broadly defined operational areas: 
monetary and economic policy, supervi
sion and regulation, services to financial 
institutions and the public, and Federal 
Reserve System policy direction and 
oversight (tables 2.1 and 2.2). The fol
lowing is a summary discussion of 
the resources, including support and 
overhead, budgeted for each area for 
2004–05. 

Monetary and Economic Policy 

The revised 2004–05 budget for the mon
etary and economic policy function is 
$211.1 million, an increase of $21.0 mil-
lion, or an average of 5.4 percent per year. 
Activities in this operational area include 
the Board’s monitoring and analysis of 
developments in the money and credit 
markets, the setting of reserve require
ments, the approval of changes in the dis
count rate, and other activities related to 
managing the nation’s monetary policy. 

Besides the additional funding for com
pensation initiatives, increases in this area 
will cover the acquisition of additional 
data to assist staff. These data relate to 
credit risk, retail banking fees and ser
vices, global financial markets, and con
sumer credit. 

Supervision and Regulation 

The revised 2004–05 budget for the 
supervision and regulation function is 
$220.4 million, an increase of $25.1 mil-
lion, or an average of 6.2 percent per year. 
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Table 2.1 

Expenses of the Board of Governors for Operational Areas, Extraordinary Items, and

Office of Inspector General, 2002–05

Thousands of dollars, except as noted


Monetary and economic policy .. 190,057 189,683 211,072 –0.1 5.4 
Supervision and regulation ......... 195,354  189,789  220,415 –1.4 6.2 
Services to financial institutions 

and the public ...................... 9,045  8,929  10,397 –0.6 7.2 
System policy direction and 

oversight .............................. 77,696  76,784  85,925 –0.6 5.2 

Total, Board operations ............ 472,152  465,185  527,809 –0.7 5.7 

Extraordinary items ..................... 1,500  1,907  10,000 12.8 158.2 
Office of Inspector General ........ 7,757  7,286  8,533 –3.1 4.9 

2002–03 
(budgeted) 

2002–03 
(actuals) 

2004–05 
(revised budget) 

2002–03 
actuals 

compared with 
2002–03 
budgeted 

2004–05 
revised budget 
compared with 

2002–03 
actuals 

Operational area, 
extraordinary items, or 

Office of Inspector General 

Average annual 
percent change 

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

Table 2.2 

Positions Authorized at the Board of Governors, for Operational Areas, 
Support and Overhead, and Office of Inspector General, 2002–05 

Monetary and economic policy .. 433 460 433 3.1 –3.0 
Supervision and regulation ......... 381 432 399 6.5 –3.9 
Services to financial institutions 

and the public ...................... 22  41  25 36.5 –21.9 
System policy direction and 

oversight .............................. 163  161  170 –0.6 2.8 

Support and overhead1 ................ 691  678  894 –0.9 14.8 

Subtotal ................................... 1,690  1,772  1,921 2.4 4.1 

Reimbursable IRM support2 ....... 25 27  27  3.9 0.0 

Total, Board operations ............ 1,715  1,799  1,948 2.4 4.1 

Extraordinary items ..................... . . . . . . . . . . . . . . . 
Office of Inspector General ........  29  31  31 3.4 0.0 

2002–03 
(budgeted) 

2002–03 
(actuals) 

2004–05 
(revised budget) 

2002–03 
actuals 

compared with 
2002–03 
budgeted 

2004–05 
revised budget 
compared with 

2002–03 
actuals 

Operational area, 
extraordinary items, or 

Office of Inspector General 

Average annual 
percent change 

1. Includes seventeen youth positions, ten worker tions Examination Council for processing data collected 
trainee positions, and four summer intern positions. under the Home Mortgage Disclosure Act and the Com-

2. Positions in the Division of Information Technol- munity Reinvestment Act. 
ogy that provide support to the Federal Financial Institu-
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Activities in this area include working 
with other federal and state financial 
authorities to ensure safety and soundness 
in the operation of financial institutions, 
stability in the financial markets, devel
opment of guidance related to regulatory 
capital and risk management, and fair and 
equitable treatment of consumers in their 
financial transactions. The 2004–05 bud
getary increases will enhance supervisory 
activities such as monitoring, inspecting, 
and examining banking organizations to 
assess their condition and their compli
ance with relevant laws and regulations 
as well as the development of supervi
sory guidance that addresses an increas
ingly complex financial environment and 
risk-management techniques. Program
matic increases include funding for 
positions added in late 2003, greater 
focus on money-laundering activities, 
the development of a revised interna
tional capital accord, international train
ing and assistance to foreign govern
ments, and a review of regulations and 
policies related to consumer protection. 
As risk-management processes and finan
cial transactions become increasingly 
complex, staff will need to spend 
more time on complex bank examina
tions, monitoring new risk-management 
practices and ensuring that proper 
controls are in place at all financial 
institutions that are supervised by the 
Federal Reserve. 

Services to Financial Institutions 
and the Public 

The revised 2004–05 budget for oversight 
of Reserve Bank services to financial 
institutions and the public is $10.4 mil-
lion, an increase of $1.3 million, or an 
average of 7.2 percent per year. This 
increase, aside from compensation and 
security initiatives, is primarily due to 
the development of the Cash Statistical 
Data System. 

System Policy Direction and 
Oversight 

The revised 2004–05 budget for System 
policy direction and oversight is $85.9 
million, an increase of $8.2 million, or 
an average increase of 5.2 percent per 
year.Aside from compensation initiatives, 
this increase is due to the continued 
focus on security and contingency 
planning. 

Capital Budget 

The Board’s revised 2004–05 capital bud-
get is $33.4 million. Of this total, $20.0 
million is for continued security enhance
ments and major building projects. 
Major facility projects include perimeter 
security enhancements, a fire sprinkler 
system, design for a Martin Building 
renovation, building security and office 
reconfigurations, and a new access con
trol system to improve monitoring of 
individuals as they enter Board facilities. 

Information technology projects, 
including server replacements, network 
infrastructure, and data security enhance
ments, will cost $4.6 million. Another 
$6.8 million is for nonautomation projects 
such as enhancements to the Board’s web 
site and a new telephone system. The 
remaining $2.0 million is for a new main-
frame, software, furniture, and other mis
cellaneous items. 

Positions 

For the revised 2004–05 budget period, 
staffing requests resulted in a net increase 
of 58 positions in the Board’s position 
authorization, bringing the total to 1,948 
positions (see appendix D, table D.2). 

Fifteen positions were added for more 
advanced and quantitative approaches to 
risk management and measurement; Basel 
II Accord development and implementa
tion; corporate governance, internal con-
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trol, accounting, and disclosure enhance
ments; the anti-money-laundering pro-
gram; policy issues; and continuity of 
bank operations. A net of seven positions 
were created to monitor systemically 
important nondepository institutions, 
oversee operation of the discount window 
across the System, and conduct research 
on financial stability and the role of a 
central bank at times of market stress. 

Fifteen positions were added to elimi
nate the need for a like number of long-
term dual-occupied positions. Eleven 
positions were added as a result of reor
ganizations to improve effectiveness and 
efficiency of operations. 

Trends in Expenses and 
Employment 

The rate of increase within the 2004–05 
budget is 6.5 percent per year, which is 
more than the 6.3 percent projected 
average annual rate of increase since the 
1994–95 biennium (chart 2.1). The 
increase since the 1994–95 biennium is 
mainly attributable to strategic human-
capital initiatives and the increasing com
plexity of Board work over this period. 
This increased complexity required a net 
increase in positions and higher average 
grades, higher salaries, and increasingly 

Chart 2.1 
Operating Expenses of the 
Board of Governors, 1994–2005 
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Chart 2.2 
Expenses for Personnel Services at the 
Board of Governors, 1994–2005 
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sophisticated automation systems to man-
age ever-increasing volumes of data. 
More recently, the Board has experienced 
sharply higher security and contingency 
costs. 

Approximately three-fourths of the 
Board’s operating expenses are for per
sonnel (chart 2.2); consequently, analy
sis of trends is heavily tied to staffing lev
els. From 1994 to 2005, the number of 
authorized positions for Board operations 
rose from 1,644 to 1,948, a net increase 
of 304, or 18.5 percent (chart 2.3). 

Chart 2.3 
Employment and Authorized Positions at 
the Board of Governors, 1994–2005 

Authorized positions 

Employment 

1995 1998 2001 2004 

1.9 

1.8 

1.7 

1.6 

Thousands 

NOTE. Year-end data. Excludes summer intern and 
youth positions as well as positions for the Office of 
Inspector General. These positions number 62 for 2004 
and 2005. Includes positions that provide support to the 
Federal Financial Institutions Examination Council for pro
cessing data collected under the Home Mortgage Disclo
sure Act and the Community Reinvestment Act. 
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Reflecting the growing complexity of the 
Board’s work, the average grade for pro
fessional staff rose from 25 to 26. 

During the ten-year period, changes in 
banking, many associated with operations 
risk, increased the complexity of super
visory safety-and-soundness activities. To 
adequately perform these activities, and 
to increase attention to consumer issues, 
including collection and analysis of data 
for the Home Mortgage Disclosure Act 
and Community Reinvestment Act, a net 
of thirty-four positions were added. 
(Many positions associated with lower-
priority work were eliminated to offset 
part of the cost of the new work.) The 
increasing complexity of monetary policy 
issues resulted in an increase of thirty-
three positions. 

There has been substantial change in 
the overall Reserve Bank environment, 
including numerous operational consoli
dations and related changes to the gover
nance process. As a result of these 
changes, as well as the need to track pri
vate-sector clearing and settlement orga
nizations, twenty-seven positions were 
added. 

As have other government entities, 
the Board has significantly increased 
security in the past several years. Over 
half of the net increase in positions was 
attributable to safeguarding the premises 
and ensuring the safety of personnel. 

Finally, a net decrease of five admin
istrative and support positions resulted 
from the Board’s efforts to outsource 
where feasible. Without these efforts, the 
number of administrative and support 
positions would have increased because 
of enhanced security and the purchase of 
an office building to replace leased space. 

While the number of positions at the 
Board has fluctuated during the 1994–05 
period, the salary budget (not including 
retirement and insurance benefits) has 
remained relatively constant at roughly 
63 percent of operating expenses. The 
portion of operating expenses devoted to 
retirement and insurance has increased 

Chart 2.4 
Operating Expenses of the 
Board of Governors, 1994–2005 
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approximately 1 percentage point over the 
period as a result of administrative 
actions to enhance benefits such as the 
Thrift Plan and because of significant rate 
increases for health insurance. 

Over the 1994–05 period, the average 
annual increase in expenses for goods and 
services has been 6.4 percent (chart 2.4). 
The largest increase was in contractual 
professional services. This growth 
resulted primarily from four factors: 
(1) increased use of contracting services 
in the divisions of Information Technol
ogy, Management, and Banking Supervi
sion and Regulation; (2) significant 
increases in the amount and cost of data 
acquired from third parties; (3) procure
ment of outside legal services, and 
(4) design work for major construction 
tied to security. Partially offsetting the 
overall increase is a significant decrease 
in rental costs due to the purchase of the 
New York Avenue building. 

Survey Expenses 

The Board’s extraordinary items budget 
for 2004–05 provides funds of $10.0 mil-
lion for the Survey of Small Business 
Finances ($3.3 million) and the Survey 
of Consumer Finances ($6.7 million). 
These surveys, which gather information 
on the economic behavior of U.S. house-
holds and the financial health of U.S. 
firms, will improve the quality of eco-
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nomic analysis produced by the Board. A 
summary article on the Survey of Con
sumer Finances is expected to be pub
lished in the January 2006 Federal 
Reserve Bulletin, and a version of the sur
vey data will be released to the public 
shortly thereafter. 

Office of Inspector General 

The 2004–05 budget of $8.5 million for 
the Office of Inspector General (OIG) is 
separate from the Board’s budget. The 

OIG’s budget is prepared in a manner that 
is consistent with the preparation of the 
Board’s operating budget. In conform
ance with the statutory independence of 
the office, the OIG presents its budget 
directly to the Chairman of the Board of 
Governors for consideration by the 
Board. � 

2005



Board of Governors 11 

Chapter 2 

Board of Governors 

Every two years, the Board and its 
senior staff undertake a process that pro
duces a four-year strategic plan and a 
biennial budget. For the 2006–09 plan
ning period and the 2006–07 budget 
period, the Committee on Board Affairs, 
assisted by a senior-level Staff Planning 
Group, and staff in the Planning and Bud
get Section of the Management Division, 
guided the process, which resulted in a 
budget objective of $609.5 million for 
operations. This budget objective was 
approved by the Board in September and 
the budget was approved in December. 

-

-

-

Planning Issues 
The Staff Planning Group reviewed the 
planning materials submitted by the 
Board’s divisions and offices and identi
fied the following major issues that will 
have a significant effect on Boardwide 
operations over the planning period: 

-

•	 the full two-year cost of current ini
tiatives such as reorganizations in the 
Division of Consumer and Community 
Affairs and the Management Division, 
creation of the Quantitative Unit in the 
Division of Banking Supervision and 
Regulation, and creation of the Mon
etary and Financial Studies Section in 
the Division of Monetary Affairs 

-

-

•	 legislative and executive mandates 
for a number of activities, including 
physical and information security and 
electronic-government initiatives 

•	 the need to attract and retain high-
quality staff 

•	 the need in the biennium to address 
office space requirements 

These issues are reflected in the 
resource-allocation decisions of the Com

mittee on Board Affairs, which form the 
basis of the approved budget. They will 
also serve as the basis for the 2006–07 
Performance Budget prepared as part of 
the Board’s voluntary compliance with 
the Government Performance and Results 
Act. 

-

Major Initiatives 
To address these major planning issues, 
the approved budget includes the follow
ing initiatives and projects for the 2006– 
07 period. 

-

•	 Attract and retain high-quality staff. 
Initiatives to improve the Board’s abil
ity to attract and retain staff include 
enhancements to the cash award pro
gram for staff and to the variable-
pay program for economists, attor
neys, and officers; a 3.8 percent merit 
increase for 2006 and a placeholder 
of 3.8 percent for the 2007 merit 
increase; a compensation study; and 
actions to enhance productivity and 
meet new requirements, such as 
improved information technology 
equipment, access to enhanced data 
sets, and a slight increase in staffing 
to assist with current analysis. 

-

-

-

•	 Information technology (IT). Funding 
is provided for the Board to comply 
with electronic-government initiatives 
such as improved public access to 
data, federal information security man
agement, and section 508 compliance. 

-

•	 Workload. A small increase in the 
number of positions, a reallocation 
of positions to meet higher-priority 
requirements, and the filling of a num
ber of vacant positions are necessary 
in order to comply with new laws that 
affect Board operations, such as our 

-
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expanded role relative to the Reserve 
Banks in the implementation of the 
Sarbanes-Oxley Act (SOX), Board 
implementation of the Committee on 
Sponsoring Organizations (COSO) 
framework and compliance with SOX, 
preparation for Basel II, and other key 
initiatives. 

•	 Security and continuity of operations. 
Several factors have contributed to a 
significant increase in the budget for 
security and continuity of operations. 
These include market pressures in the 
security field as Washington agencies 
continue to expand security staff, a 
slight increase in overtime for cover
age of additional security posts dur
ing construction of the security perim
eter, some new overtime payments to 
remain competitive in the marketplace, 
and other actions to enhance employee 
safety and the Board’s ability to oper
ate in a contingency environment. 

-
-
-

-

•	 Facilities. In line with the Board’s stra
tegic plan, capital investments are 
planned for the three Board facilities, 
as discussed in the capital budget sec
tion below. Additional noncapital 
improvements are also planned for all 
three facilities. 

-

-

Areas of Risk 
Despite a careful and coordinated plan
ning effort, future developments, such as 
the following, could require resources 
beyond what is currently approved: 

-

•	 a merit increase greater than the 
3.8 percent for 2007 or a higher rate 
of increase in health insurance costs 

•	 changes to assumptions of turnover 
due to demographics and the estimated 
salaries of successors 

•	 pressure in key areas requiring addi
tional salary or benefit packages 
in order for the Board to remain 
competitive 

-

•	 significant changes in or shocks to the 
economy or financial system that cre
ate a material increase in workload 

-

•	 terrorist activity requiring addi
tional security and contingency 
enhancements 

-

•	 increased workload created by laws or 
decisions to expand or modify central 
bank operations 

•	 changes to the position-vacancy-rate 
assumptions used in developing the 
salary budget and a need for more 
office space if the staff increases 

Operations Budget by 
Operational Area 
The Board’s operations budget supports 
four broadly defined operational areas: 
monetary and economic policy, supervi
sion and regulation, services to financial 
institutions and the public, and Federal 
Reserve System policy direction and 
oversight (tables 2.1 and 2.2). Following 
is a summary discussion of the resources, 
including support and overhead, budgeted 
for each area for 2006–07. 

-

Monetary and Economic Policy 
The 2006–07 budget for the monetary and 
economic policy function is $243.6 mil
lion, an increase of $21.1 million, or an 
average of 4.1 percent per year. 

-

As financial markets change, the mon
etary and economic policy function 
continues to evolve in order to develop 
effective monetary policy through open 
market operations, discount rates and 
the administration of the discount win
dow, and reserve requirements. The 
Board has been evaluating the data used 
in crafting monetary policy, and it plans 
to make changes in the 2006–07 bien
nium. Initiatives will be taken to expand 
surveys and gather new data sets related 
to industrial output and commercial 

-

-

-
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Thousands of dollars, except as noted 

Operational area or
Office of Inspector General 

2004–05 
(budgeted) 

2004–05 
(estimated) 

2006–07 
(budgeted) 

Average annual
percent change 

2004–05 
estimated 

compared with
2004–05 
budgeted 

2006–07 
budgeted

compared with
2004–05 
budgeted 

Monetary and economic policy .. 
Supervision and regulation ......... 
Services to financial institutions 

and the public ...................... 
System policy direction and 

oversight .............................. 

Total, Board operations ............ 

Office of Inspector General ........ 

224,590 
217,990

10,156

85,834

538,570

8,533

224,273 
217,682

 10,142

 85,712

 537,809

 8,533

243,583 
247,015 

 11,668 

107,209 

609,475 

10,237 

–0.1 4.1 
–0.1 6.4 

–0.1 7.2 

–0.1 11.8 

–0.1 6.4 

–0.0 9.5 

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

Operational area, support and
overhead, or 

Office of Inspector General 
2004–05 

(budgeted) 
2004–05 

(estimated) 
2006–07 

(budgeted) 

Average annual
percent change 

2004–05 
estimated 

compared with
2004–05 
budgeted 

2006–07 
budgeted

compared with
2004–05 
budgeted 

Monetary and economic policy .. 
Supervision and regulation ......... 
Services to financial institutions 

and the public ...................... 
System policy direction and 

oversight .............................. 

Support and overhead1 ................ 

Subtotal ................................... 

Reimbursable IRM support2 ....... 

Total, Board operations ............ 

Office of Inspector General ........

426 
385

24

173

860

1,868

27 

1,895

 31

434 
 400

 25

 170

 901

 1,930

27

 1,957

 31

435 
 406 

 25 

 169 

 914 

1,949 

 27

 1,976 

 31 

0.9 1.1 
1.9 2.7 

2.1 2.1 

–0.9 –1.2 

2.4 3.1 

1.6 2.1 

 0.0 0.0 

1.6 2.1 

0.0 0.0 

1. Includes seventeen youth positions, ten worker tions Examination Council for processing data collected 
trainee positions, and four summer intern positions. under the Home Mortgage Disclosure Act and the Com-

2. Positions in the Division of Information Technol- munity Reinvestment Act. 
ogy that provide support to the Federal Financial Institu-
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Table 2.1 

Expenses of the Board of Governors for Operational Areas and 
Office of Inspector General, 2004–07 

Table 2.2 

Positions Authorized at the Board of Governors, by Operational Areas, 
Support and Overhead, and Office of Inspector General, 2004–07 
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activity and consumer and mortgage 
credit. At the same time, other data, such 
as those gathered for the M3 series, which 
are serving a less valuable purpose, will 
be discontinued. 

A continuing challenge in this area is 
recruiting and retaining qualified staff. 
However, implementation of new com
pensation policies, such as variable pay, 
has been helpful. 

-

Supervision and Regulation 
The 2006–07 budget for the supervision 
and regulation function is $247.0 million, 
an increase of $31.1 million, or an aver
age of 6.4 percent per year. 

-

The U.S. banking system has evolved 
into a sector with a small number of large 
complex banking organizations operating 
across wide geographic regions, and 
numerous smaller institutions focused on 
local communities or regional areas. The 
Division of Consumer and Community 
Affairs and the Division of Banking 
Supervision and Regulation have 
realigned their structures in response to 
these changes by creating Large Finan
cial Institutions/Large Banking Organiza
tion units within their organizations and 
enhancing their oversight of the conduct 
of supervision. The changes will help the 
Board improve the quality and consis
tency of supervision for a range of insti
tutions by promoting a more explicit port
folio-management approach as well as 
enhanced quality assurance within the 
supervision function. A number of signifi
cant automation projects supporting this 
work are included in the capital budget. 

-
-

-
-
-

-

During the 2006–07 budget period, this 
function will also devote resources to the 
implementation of the Basel II capital 
accord and will lead the development of 
Electronic Applications (E-Apps), an 
electronic system that financial institu
tions will use to file applications and that 
will be used throughout the Federal 
Reserve System. 

-

Services to Financial Institutions 
and the Public 
The 2006–07 budget for oversight of 
Reserve Bank services to financial insti
tutions and the public is $11.7 million, 
an increase of $1.6 million, or an aver
age of 7.2 percent per year. 

-

-

A portion of the increase is attributable 
to enhancements to the CASH Statistical 
Data System and resolution of production 
issues. Additional funds were also pro
vided for the administration of a survey 
to assess the effect of the Check Clearing 
for the 21

-

st Century Act (Check 21) on 
various aspects of check processing. 

The Board expects its workload to 
comprise, among other things, ongoing 
assessment of the Reserve Banks’ 
(1) business strategies addressing long-
term check services viability and check 
infrastructure, (2) cash infrastructure 
study, and (3) implementation of major 
technological projects. 

System Policy Direction and 
Oversight 
The 2006–07 budget for System policy 
direction and oversight is $107.2 million, 
an increase of $17.0 million, or an aver
age of 11.8 percent per year. The increase 
would have been 3.2 percent per year, but 
the budget for the audit of the Reserve 
Bank audits was moved from overhead 
to this functional area to better manage 
the budget. 

-

This budget reflects increased funding 
for personnel costs, transfer of the 
Reserve Bank external auditor contract, 
including costs for financial-statement 
attestation, increases in foreign travel and 
software requirements, significant growth 
in the use of the System interchange pro
gram, and rate changes for services pro
vided by the Division of Information 
Technology. 

-
-

The Board expects that the workload 
in this area will continue to be influenced 
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primarily by the key strategic, technologi
cal, environmental, and infrastructure 
changes affecting the Reserve Banks’ 
payment services, fiscal agency activities, 
and major support functions. In addition, 
staff will continue to participate on work 
groups and perform analysis in support 
of the Board’s international work on pay
ments systems. 

-

-

Capital Budget 
The Board’s proposed 2006–07 capital 
budget is $31.4 million. Of this total, 
$18.6 million supports continued secu
rity enhancements and large building 
projects. Major facility projects include 
enhancing the perimeter security, install
ing sprinklers in the Martin Building 
and in the data center, renovating the 
main cafeteria, replacing the sanitary ris
ers in the Eccles/Martin complex, and 
installing vehicle barriers at all three 
buildings. 

-

-

-

Information technology projects of 
$4.1 million include computer server 
replacements, network infrastructure, 
and data security enhancements. Software 
and other office automation–related 
expenses of $7.2 million include projects 
such as the Shared National Credit Pro
gram and the National Information 
Center Rearchitecture. The Division of 
Banking Supervision and Regulation 
plans to upgrade the Shared National 
Credit Program by developing an inter
agency central repository, standard
izing the process of collecting data 
from external sources, and enhancing 
security. The division will also modify 
the infrastructure of the National Infor
mation Center to reduce redundant pro
cesses and simplify the system for end 
users. 

-

-
-

-
-

The remaining $1.5 million is for 
non-automation-related expenses, such 
as purchases of furniture and office 
equipment. 

Positions 
For the 2006–2007 budget period, staff
ing requests resulted in a net increase of 
eighteen positions in the Board’s position 
authorization, bringing the total to 1,976 
positions (see appendix D, table D.2). 

-

The Management Division received a 
net increase of eleven positions to meet 
the demands of an increasing workload. 
During the planning process, a full-
time carpenter and an apprentice were 
approved to handle office reconfigur
ations, thus reducing contractual services. 
To meet the Board’s COSO/SOX require
ments, three additional analyst positions 
were also approved. Five positions (four 
mail clerks and one technician) were 
approved for conversion to higher-level 
positions, to assist with workload satura
tion. In addition, the division is creating 
four permanent positions to allow it 
to eliminate four dual occupancies in 
the procurement, training, health, and 
travel functions. Beyond these position 
increases, the division plans to self-fund 
five positions in the compensation, 
administration, information systems, and 
workers’ compensation area. Some of 
these positions are offset by the abolish
ment of two positions (in program direc
tion and planning and budget), and some 
of the funding will be from outside the 
personnel services area. 

-

-

-

-
-

The Division of Consumer and Com
munity Affairs had a net increase of five 
positions, one of which will be for infor
mation systems development support 
previously provided by the Division of 
Information Technology and four of 
which will be for overall compliance risk 
associated with management of large 
financial institutions and large complex 
banking organizations. 

-

-

In the Division of Monetary Affairs, an 
additional economist position was added 
in the Monetary Studies Section because 
of the increasing applicability of aca
demic research to the framework for mon
etary policy strategies and to the formu-

-
-
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lation, implementation, and communica
tion of monetary policy, as well as poten
tial changes to analytical elements of the 
Bluebook. 

-
-

2004–05 Budget Performance 
During the 2004–05 budget period, 
although the operating budget remained 
unchanged, a number of divisions reallo
cated funds to higher-priority projects, 
such as development of a web-enabled 
Check 21 survey. Final expenses for 
Board operations are expected to be close 
to the $538.6 million budget. 

-

Average employment during the 2004– 
05 biennium was approximately 1,819. 
This is 84 employees (4.8 percent) higher 
than the 2002–03 average of 1,735. The 
majority of additions are related to 
completion of the hiring of security staff 
approved in the prior budget cycle. In 
addition, the variable-pay program, which 
was created to increase recruitment and 
retention of economists, attorneys, and 
officers, has been successful in decreas
ing turnover and will continue as a Board 
program. 

-

The largest contributing factor in the 
increase in the budget for goods and ser
vices is utilities. The cost of electricity 
rose sharply when a moratorium on rate 
increases ended. Also, during the 2004– 
05 budget cycle, steam prices increased 
numerous times, and the General Services 
Administration, which provides steam, 
has told its customers that prices will 
again rise dramatically in the near future 
because the price of the natural gas used 
to generate steam continues to escalate. 

-

Trends in Expenses and 
Employment 
The rate of increase within the 2006–07 
budget is 6.4 percent per year, which is 
equal to the 6.4 percent projected aver
age annual rate of increase since the 

1996–97 biennium (chart 2.1). The 
increase is mainly attributable to security 
initiatives, strategic human capital initia
tives, and the increasing complexity of 
Board work over this period. The 
increased complexity required a net 
increase in positions and higher average 
grades, higher salaries, and increasingly 
sophisticated automation systems to man
age ever-increasing volumes of data. The 
sharply higher security costs are mainly 
attributable to additional personnel. 

-

-

-

Chart 2.1 
Operating Expenses of the 
Board of Governors, 1996–2007 
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Approximately three-fourths of the 
Board’s operating expense is for person
nel (chart 2.2); consequently, analysis of 
trends is heavily tied to staffing levels. 
From 1996 to 2007, the number of 
authorized positions for Board operations 
rose from 1,733 to 1,976, a net increase 
of 243, or 14.0 percent (chart 2.3). How-

-

Chart 2.2 
Expenses for Personnel Services at the 
Board of Governors, 1996–2007 
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Chart 2.3 
Employment and Authorized Positions at 
the Board of Governors, 1996–2007 

Authorized positions 

Employment 

1.9 

1.8 

1.7 

1.6 

Thousands 

1996 1998 2000 2002 2004 2006 

NOTE: Year-end data. Excludes summer intern and 
youth positions as well as positions for the Office of 
Inspector General. These positions number 67 for 2006 
and 2007. Includes positions that provide support to the 
Federal Financial Institutions Examination Council for pro
cessing data collected under the Home Mortgage Disclo
sure Act and the Community Reinvestment Act. 

-
-

ever, over 60 percent of this increase in 
positions is for security precautions. 
Reflecting the growing complexity of the 
Board’s work, the average grade for pro
fessional staff rose from 25 to 26. 

-

During the ten-year period 1998–2007, 
changes in financial services, many 
associated with automation enhance
ments, have increased the complexity of 
supervisory safety-and-soundness activi
ties. So that the Board could adequately 
perform these activities, as well as 
increase attention on consumer issues, 
including collection and analysis of data 
collected under the Home Mortgage Dis
closure Act and Community Rein
vestment Act, a net of thirty-four posi
tions have been added. (Additionally, to 
offset the additional resources needed for 
new work, many positions associated with 
lower-priority projects were eliminated.) 
The increasing complexity of monetary 
policy issues has resulted in an increase 
of twenty-five positions. 

-

-

-
-
-

Substantial changes have occurred in 
the overall Reserve Bank environment, 
including consolidation of check process
ing and related changes to the governance 
process. Nineteen positions have been 
added as a result of these changes and 

increased interest in private-sector clear
ing and settlement. Over a hundred secu
rity-related positions have been added. 
Implementation of the Sarbanes-Oxley 
Act has resulted in the addition of three 
positions dedicated to ensuring compli
ance with internal control requirements 
within the Board’s operations. 

-

-
-

-

Finally, a net decrease of seven admin
istrative and support positions has 
resulted from the Board’s efforts to 
outsource where feasible. Without these 
efforts, the number of administrative and 
support positions would have increased 
because of enhanced security and the 
acquisition of additional office space. 

-

While the number of positions at the 
Board has fluctuated during the 1998– 
2007 period, the salary budget (not 
including retirement and insurance ben
efits) has remained relatively stable at 
roughly 63 percent of operating expenses. 
The portion of operating expenses 
devoted to retirement and insurance is 
now 11 percent, an increase of approxi
mately 1 percentage point during the 
period as a result of significant increases 
in health insurance premiums and admin
istrative actions to enhance benefits such 
as the Thrift Plan. 

-

-

-

Over the 1998–2007 period, the aver
age annual increase in expenses for goods 
and services has been 6.4 percent (chart 
2.4). The largest increase has been in con
tractual professional services. This 

-

-

Chart 2.4 
Expenses for Goods and Services of the 
Board of Governors, 1996–2007 
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growth has resulted primarily from four 
factors: (1) increased use of contracting 
services in the Information Technology, 
Management, and Banking Supervision 
and Regulation divisions; (2) significant 
increases in the amount and cost of data 
acquired from third parties; (3) procure
ment of outside legal services; and 
(4) development and implementation of 
software and office automation tools. 
Facility, security, and contingency plan
ning projects also contributed to the 
increase. Partially offsetting the overall 
increase is the rental income received 
from New York Avenue and the Rich
mond relocation site. 

-

-

-

Office of Inspector General 
The 2006–07 budget of $10.2 million for 
the Office of Inspector General (OIG) is 
separate from the Board’s budget. The 
OIG’s budget is prepared in a manner that 
is consistent with the preparation of the 
Board’s operating budget. In confor
mance with the statutory independence of 
the office, the OIG presents its budget 
directly to the Chairman of the Board of 
Governors for consideration by the 
Board. � 

-

2006



Board of Governors 11 

Chapter 2 

Board of Governors 

The Board of Governors operates under 
a two-year budget. In December 2005, 
the Board approved the 2006–07 budget. 
During the two-year budget cycle, minor 
changes occur within the budget, which 
are captured in an operating plan for each 
division. Any increase to the overall bud
get must be approved by the Board. 

The Board’s 2006–07 budget consists 
of $609.5 million for operations, $31.4 
million for capital, and $10.2 million 
for the Office of Inspector General. The 
operations budget includes $9.0 million 
for extraordinary items; these items 
include the two surveys administered by 
the Board every three years: the Survey 
of Small Business and the Survey of Con
sumer Finances. (See table 2.1.) 

2006 Budget Performance 

The Board’s operations budget supports 
four broadly defined operational areas: 
(1) monetary and economic policy; 
(2) supervisory, regulatory, and legal ser
vices; (3) Federal Reserve System policy 
direction; and (4) support and security 
services (tables 2.1 and 2.2). In 2006, 
estimated operating expenses were $282.5 
million, or 46.3 percent of the two-year 
budget. 

The Board’s budget is composed of 
expenses for personnel, goods and ser
vices, and capital. Estimated 2006 per
sonnel expenses, which represent about 
three-quarters of budgeted operating 
expenses, were $212.4 million, or 47.5 
percent of the two-year personnel services 
budget. Personnel expenses were less than 
budgeted because the Board experienced 
higher-than-expected vacancy rates, 
which resulted in lower-than-expected 
salary and benefits expenses. The job mar
ket for many of the Board’s economist, 

analytical, legal, and technical positions is 
very competitive, and the Board seeks to 
hire high-caliber individuals. Therefore, 
the Board’s human resources function 
continuously evaluates its recruitment 
efforts and tools relative to the Board’s 
competitors. Although recruitment chal
lenges have not kept the Board’s opera
tional areas from accomplishing their 
missions, they have resulted in increased 
staff workload. By the end of the two-year 
budget cycle, the Board expects personnel 
costs to approximate budgeted costs. 

Estimated goods and services expenses 
for 2006 were $70.0 million, or 43.1 per
cent of the two-year goods and services 
budget. The underage was due to delays 
in acquiring certain contractual profes
sional services and purchasing furniture 
and equipment, which will shift some ex
penses into the second year of the budget. 
In addition, expenses for some consulting 
work have been lower than budgeted. The 
postponement of some building repairs 
and capital improvements also contributed 
to the lower-than-expected expenses. 

The Board’s 2006–07 capital budget 
is $31.4 million. In 2006, estimated 
capital expenditures were $8.8 million, or 
28.0 percent of the two-year capital 
budget. The rate of expenditures in 2006 
was consistent with the planned timing 
of capital projects for the period. Capital 
expenditures needed to support operations 
are primarily related to facilities improve
ments and acquisitions of computer 
hardware and software. Such expendi
tures generally are not incurred equally 
throughout the budget period. 

Positions 

Since the beginning of the 2006–07 
budget period, the number of authorized 
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Table 2.1 

Expenses of the Board of Governors for Operational Areas, Extraordinary Items, Capital, and 
the Office of Inspector General, 2004–07 
Millions of dollars, except as noted 

Operational area or 
Office of Inspector General 

2004–05 
(budgeted) 

2004–05 
(actuals) 

2006–07 
(budgeted) 

2006 actual 
expenses as a 
percent of the 

2006–07 budget 

Monetary and economic policy ...............................
Supervisory, regulatory, and legal services .............
Federal Reserve System policy direction ................
Support and security services ..................................
Extraordinary items ................................................. 

Total, Board operations ....................................... 

Total, capital .......................................................... 

Office of Inspector General .....................................

 129.5 
173.2 
52.6 

171.9 
10.0 

537.2 

34.0 

8.5 

129.5 
172.0 

51.6 
172.1 

9.4 

534.6 

31.3 

8.1 

143.1 
206.4 

55.6 
195.4 

9.0 

609.5 

31.4 

10.2 

46.6 
46.7 
49.6 
46.4 
10.1 

46.3 

28.0 

43.5 

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

Table 2.2 

Positions Authorized at the Board of Governors for Operational Areas, Extraordinary Items, 
and the Office of Inspector General, 2004–07 

Operational area or 
Office of Inspector General 

2004–05 
(initial) 

2004–05 
(ending) 

2006–07 
(initial) 

2006–07 
(midbiennial) 

Monetary and economic policy ................................ 
Supervisory, regulatory, and legal services ..............
Federal Reserve System policy direction ................. 
Support and security services1 ................................. 
Extraordinary items ..................................................

Total, Board operations ......................................... 

Office of Inspector General ......................................

459 
540 
172 
724 
. . . 

1,895 

31 

465 
562 
172 
759 
. . . 

1,958 

31 

466 
567 
173 
770 
. . . 

1,976 

36 

467 
573 
174 
788 
. . . 

2,002 

36 

1. Includes summer interns and youth positions and the Home Mortgage Disclosure Act and the Community 
positions that support the Federal Financial Institutions Reinvestment Act. 
Examination Council for processing data collected under 
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positions increased by twenty-six, bring
ing the total to 2,002 positions. These new 
positions were necessitated by increases 
in staff workload, including work related 
to the Board’s compliance with the Feder
al Information Security Management Act 
(FISMA) and its voluntary compliance 
with the principles of the Sarbanes-Oxley 
Act. The largest single increase was in 
the Division of Information Technology, 
which added ten new positions, eight of 
which were for FISMA-related work. 
The Management Division added eight 
new positions, five of which were to 
assist with FISMA and human resources 
compliance efforts. 

Office of Inspector General 

In keeping with its statutory indepen
dence, the Office of Inspector General 
(OIG) prepares its proposed budget apart 
from the Board’s budget and presents it 
directly to the Chairman of the Board for 
the Board’s consideration. The 2006–07 
OIG budget is $10.2 million. In 2006, 
estimated expenses were $4.5 million, or 
43.5 percent of the two-year budget. The 
number of authorized positions in the OIG 
remained unchanged at thirty-six. 

Areas of Risk 

Despite a careful and coordinated plan
ning effort, future developments, such 
as the following, could require resources 
beyond what is currently approved: 

•	 a higher-than-expected rate of increase 
in health insurance costs 

•	 changes to turnover assumptions due 
to demographics and the estimated 
salaries of successors 

•	 pressure in key areas requiring addi
tional salary or benefit packages 
in order for the Board to remain 
competitive 

•	 significant changes in or shocks to the 
economy or financial system that cre
ate a material increase in workload 

•	 terrorist activity requiring addi
tional security and contingency 
enhancements 

•	 increased workload created by laws or 
decisions to expand or modify central 
bank operations 

•	 changes to the position-vacancy-rate 
assumptions used in developing the 
salary budget and a need for additional 
office space if the staff increases. 

2007



Board of Governors 

     

 
    

    
 

      

      
     

        
     
    

      
 

        
 

        
        

      

       

      

       

     Operational area or 
Office of Inspector General 

2004–05 
(budgeted) 

2004–05 
(actual) 

2006–07 
(budgeted) 

2006–07 
(actual) 

2008–09 
(budgeted) 

Monetary and economic policy .............. 
Supervisory, regulatory, and legal 
services ................................................
Federal Reserve System policy 
direction...............................................
Support and security services ................
Extraordinary items ................................ 

Total, Board operations ....................... 

Total, capital .......................................... 

Office of Inspector General ....................

129.5 

 173.2 

 52.6 
 171.9 
10.0 

537.2 

34.0 

  8.5 

 129.5 

 172.0 

 51.6 
 172.1 
9.4 

 534.6 

31.3 

 8.1 

143.1 

206.4 

55.6 
195.4 
9.0 

609.5 

31.4 

10.2 

137.9 

200.5 

55.9 
198.8 
8.3 

601.4 

24.7 

9.5 

169.1 

232.0 

66.3 
236.9 
2.0 

706.3 

47.8 

12.7 

Note: Components may not sum to totals because of rounding. 
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Chapter 2 

Board of Governors 

The Board of Governors operates under a 
two-year budget. The budget for 2008–09 
was approved in December 2007. 

2008–09 Budget 
Board of Governors 
The Board’s approved operating budget 
for 2008–09 totals $706.3 million— 
$526.6 million (75 percent) for salaries 
and benefits and the remaining $179.7 mil-
lion for goods and services (table 2.1; also 
see appendix D). The budget reflects 
$10.2 million in savings from discon-
tinued activities. The Board’s approved 
capital budget for 2008–09 is $47.8 mil-
lion. The funds are to be used primarily 
to replace or upgrade legacy computing 
systems, to renovate aging facilities, and 
to expand office space to accommodate 
workforce growth. 

Table 2.1 

Operating Expenses and Capital Expenditures, 2004–2009 
Millions of dollars 

Office of Inspector General 
In keeping with its statutory indepen-
dence, the Office of Inspector General 
(OIG) prepares its proposed budget apart 
from the Board’s budget and presents it 
directly to the Chairman of the Board of 
Governors for Board members’ consid-
eration. The OIG’s 2008–09 operating 
budget is $12.7 million. 

Authorized Positions 
To meet increasing workload demands at 
the Board, the number of authorized posi-
tions was increased by 28 for 2008–09, 
bringing total authorized positions to 
2,053 (table 2.2). The number of autho-
rized positions for the OIG was increased 
by 1, bringing the total to 37. 

2008



 

      
 

        
 

       
         

       

       

      

 

 
  

 

 
 

     Operational area or 
Office of Inspector General 

2004–05 
(initial) 

2004–05 
(ending) 

2006–07 
(initial) 

2006–07 
(ending) 

2008–09 
(current1) 

Monetary and economic policy ............. 
Supervisory, regulatory, and legal 
services ...............................................
Federal Reserve System policy 
direction.............................................. 
Support and security services2 .............. 
Extraordinary items ...............................

Total, Board operations....................... 

Office of Inspector General ...................

459 

 540 

172 
723r
 . . .

1,894r

 31 

 465 

 562 

 172 
 761r 
. . .

 1,960r 

 31 

466 

567 

173 
770 
. . .

1,976 

36 

467 

577 

176 
805 
. . . 

2,025 

36 

483 

578 

179 
813 
. . . 

2,053 

37 

1. As of the end of the first quarter, 2008. 
2. Includes youth positions and positions that support 

the Federal Financial Institutions Examination Council for 
processing data collected under the Home Mortgage Disclo-
sure Act and the Community Reinvestment Act. 

r Revised slightly.
	
. . . Not applicable.
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Table 2.2 

Positions Authorized at the Board of Governors, 2004–2009 

Areas of Risk 
Despite careful planning, future develop-
ments could necessitate resources beyond 
those currently approved. Examples of 
such developments include 

•		 significant changes in or shocks to 
the economy or financial system 
that create a material increase in 
workload, 

•		 heavier workload required by laws or 
decisions to expand or modify central 
bank operations, 

•		 pressure in key areas requiring addi-
tional salary or benefit packages in 
order for the Board to remain competi-
tive, and 

•		 an unforeseen external event requir-
ing additional security or contingency 
enhancements. 

2006-07 Budget Performance 
Board of Governors 
The Board’s 2006–07 budget provided 
$609.5 million for operations and $31.4 

million for capital. Included in the 
operations budget was $9.0 million for 
two extraordinary items—the Survey of 
Small Business Finances and the Survey 
of Consumer Finances, both administered 
by the Board. Actual operating expenses 
for the two-year period totaled $601.4 
million, or 98.7 percent of the amount 
budgeted. Personnel-related expenses 
totaled $446.8 million, or 99.9 percent 
of the $447.3 million budgeted. Expenses 
for goods and services totaled $154.6 mil-
lion, or 95.3 percent of the $162.2 million 
budgeted; the underage was due to lower-
than-expected expenses for software and 
contractual professional services. Capital 
expenditures for 2006–07 totaled $24.7 
million, or 78.7 percent of the $31.4 mil-
lion budgeted; expenditures were lower 
than expected because of changes to the 
timing of several capital projects. 

Office of Inspector General 
OIG expenses for 2006–07 totaled $9.5 
million, compared with a budgeted 
amount of $10.2 million. 
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Authorized Positions 
Over the 2006–07 budget period, the 
number of authorized positions at the 
Board increased by 49, bringing the total 
at the end of 2007 to 2,025. The additional 
positions were necessitated by increases 
in staff workload, including work related 
to the Board’s compliance with the Fed-

eral Information Security Management 
Act and other federal mandates and its 
voluntary compliance with the principles 
of the Sarbanes-Oxley Act. The number 
of authorized positions at the OIG 
remained unchanged, at 36, over the two-
year period. ■ 
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Chapter 2

Board of Governors

The Board of Governors operates under
a two-year budget. The budget for
2008–09 was approved in December
2007 and subsequently amended in
April 2009.

2008–09 Budget

Board of Governors

The Board’s approved operating budget
for 2008–09 was originally set at
$706.3 million—$526.6 million (74.6
percent) for salaries and benefits and
the remaining $179.7 million for goods
and services (table 2.1; also see appen-
dix C). The Board’s approved capital
budget for 2008–09 was $47.8 million,
representing funds to be used primarily
to replace or upgrade computing sys-
tems, renovate aging facilities, and ex-
pand office space to accommodate
workforce growth.

In 2009, $30.1 million, or 4.3 per-
cent, was added to the Board’s operat-
ing budget, bringing the two-year bud-

get to $736.4 million. The increase in
operating funds was driven by the ex-
traordinary demands put on Board staff,
Board operations, and technology sup-
port related to the financial crisis. De-
mands for information and technology
and general services support have in-
creased in order to provide real-time
analysis and make changes to reports
frequently based on new or revised
regulatory and lending practices. There
have been no changes to the Board’s
capital budget.

Office of Inspector General

In keeping with its statutory indepen-
dence, the Office of Inspector General
(OIG) prepares its proposed budget
apart from the Board’s budget and pre-
sents it directly to the Chairman of the
Board of Governors for Board mem-
bers’ consideration. The OIG’s 2008–09
operating budget was $12.7 million.
During 2009, an additional $1.3 million

Table 2.1
Operating Expenses and Capital Expenditures of the Board of Governors, 2006−2009

Millions of dollars, except as noted

Operational area or
Office of Inspector General

2006−07
(budgeted)

2006−07
(actual)

2008−09
(budgeted)

2008
(actual)

2008 actual
expenses as
a percent of
the 2008−09

budget

Monetary and economic policy. . . . . . . . . . . . . . 143.1 137.9 169.1 78.1 46.2
Supervisory, regulatory, and legal services . . . 206.4 200.5 232.0 117.1 50.5
Federal Reserve System policy direction. . . . . 55.6 55.9 66.3 31.0 46.7
Support and security services . . . . . . . . . . . . . . . 195.4 198.8 236.9 119.6 50.5
Extraordinary items . . . . . . . . . . . . . . . . . . . . . . . . 9.0 8.3 2.0 0.1 6.3

Total, Board operations . . . . . . . . . . . . . . . . . . . 609.5 601.4 706.3 345.9 49.0

Total, capital1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31.4 24.7 47.8 8.9 18.6

Office of Inspector General . . . . . . . . . . . . . . . . 10.2 9.5 12.7 5.3 42.1

NOTE. Components may not sum to totals and may not yield percentages shown because of rounding.
1. Includes Office of Inspector General.
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was added, bringing the two-year bud-
get to $14.0 million. The capital budget
increased by $11,000.

Authorized Positions

At the beginning of the 2008-09 budget
cycle, the Board had 2,041 authorized
positions (table 2.2). The number of au-
thorized positions for the OIG was 37.

To meet increased workload de-
mands, the Board added 39 positions in
2008. In 2009, the Board added another
63 positions, bringing the total autho-
rized positions to 2,143. The OIG’s to-
tal authorized positions remained at 37
during 2008, but 8 positions were
added during 2009.

Areas of Risk

Despite careful planning, future devel-
opments could necessitate resources be-
yond those currently approved. Ex-
amples of such developments include

• significant changes in or shocks to
the economy or financial system that
create a material increase in work-
load,

• heavier workload required by laws,
decisions to expand or modify central
bank operations, or compliance re-
quirements,

• pressure in key areas requiring addi-
tional salary or benefit packages in
order for the Board to remain com-
petitive, and

• an unforeseen external event requir-
ing additional security or contingency
enhancements.

2008 Budget Performance

Board of Governors

The Board’s 2008 operating expenses
totaled $345.9 million. Personnel-
related expenses totaled $263.4 million,
or 2.1 percent over the $258.0 million
budgeted for the first half of the bien-
nium. Expenses for goods and services
totaled $82.5 million, or 6.4 percent be-
low the $88.1 million budgeted. The
underage was due to lower-than-
expected expenses for contractual pro-
fessional services, repairs, and furniture
and equipment. Capital expenditures for
2008 totaled $8.9 million, or 62.0 per-
cent below the $23.4 million budgeted,
primarily because of changes in the
timing of several capital projects.

Table 2.2
Positions Authorized at the Board of Governors, 2006−2009

Operational area or
Office of Inspector General

Position count

2006−07
(initial)

2006−07
(ending)

2008−09
(initial)

2008
(ending)

Monetary and economic policy. . . . . . . . . . . . . . 466 467 481 484
Supervisory, regulatory, and legal services . . . 567 577 576 585
Federal Reserve System policy direction. . . . . 173 176 179 179
Support and security services1 . . . . . . . . . . . . . . 770 805 805 832
Extraordinary items . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total, Board operations . . . . . . . . . . . . . . . . . . . 1,976 2,025 2,041 2,080

Office of Inspector General . . . . . . . . . . . . . . . . 36 36 37 37

1. Includes summer interns and youth positions and positions that support the Federal Financial Institutions
Examination Council for processing data collected under the Home Mortgage Disclosure Act and the Community
Reinvestment Act.

. . . Not applicable.
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Office of Inspector General

OIG expenses for 2008 totaled $5.3
million, compared with a budgeted
amount of $6.2 million. Á
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