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Introduction

This publication provides current budgeted expenses of the Federal Reserve
Board of Governors and the Federal Reserve Banks, as well as the previous
year’s income and expenses for both the Board and the Banks. It also
describes their budgeting processes and shows trends in their expenses and
employment. For a comprehensive report on the Board and Reserve Banks’
operations and activities during the year, see the Annual Report of the Board
of Governors of the Federal Reserve System at www.federalreserve.gov/
publications/annual-report/default.htm.

Overview of the Federal Reserve System

The Federal Reserve System—the nation’s central bank—consists of the
Board of Governors in Washington, D.C., the 12 Federal Reserve Banks and
their 24 branches distributed throughout the nation, the Federal Open Mar-
ket Committee (FOMC), and three advisory councils—the Federal Advisory
Council, the Community Depository Institutions Advisory Council, and the
Consumer Advisory Council.! The System was created in 1913 by the Con-
gress to establish a safe and flexible monetary and banking system. Over the
years, the Congress has adjusted the Federal Reserve’s authority and respon-
sibility to help achieve broad national economic and financial objectives.

As the nation’s central bank, the Federal Reserve System has numerous, var-
ied responsibilities, including

* conducting the nation’s monetary policy by influencing money and credit
conditions in the economy in pursuit of full employment and stable prices;

* supervising and regulating banks and other important financial institu-
tions to ensure the safety and soundness of the nation’s banking and
financial system and to protect the rights of consumers;

! Under the Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank
Act), the Consumer Advisory Council was dissolved on July 21, 2011, the designated transfer
date upon which certain consumer protection functions were transferred from the Board to
the Consumer Financial Protection Bureau (CFPB). The act authorized the CFPB to estab-
lish a Consumer Advisory Board to advise and consult on the exercise of the bureau’s
functions.


http://www.federalreserve.gov/publications/annual-report/default.htm
http://www.federalreserve.gov/publications/annual-report/default.htm
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* maintaining the stability of the financial system and containing systemic
risk that may arise in financial markets; and

* providing certain financial services to U.S. financial institutions, the U.S.
government, and foreign official institutions.

Summary of 2011 Income and Expenditures

In carrying out its responsibilities in 2011, the Federal Reserve System
incurred $3.4 billion in net expenses. Total spending of $4.4 billion was offset
by $1.0 billion in revenue from priced services, claims for reimbursement,
and other income. Total 2011 expenses were $156.9 million, or 3.5 percent,
less than the amount budgeted for 2011 (table 1).

Table 1. Total expenses of the Federal Reserve System, 2011

Millions of dollars, except as noted

Variance
Item Budgeted Actual
Amount Percent

Reserve Banks 3,351.2 3,261.3 -89.9 -2.7
Board' 493.2 452.3 -40.9 -8.3
Currency 676.1 650.0 -26.1 -39
Total System

expenses 4,520.5 4,363.6 -156.9 -3.5

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

1 Includes expenses of the Office of Inspector General (0IG). During 2011, the Board approved a $0.4 million decrease
in the Board’s initial operating budget of $475.6 million; budgeted figure includes combined Board and 0IG operating
budgets after the decrease (see table 4 in the “Board of Governors Budgets” section on page 13).

The Reserve Banks’ current income in 2011 was $85.2 billion.> The major
sources of income were interest earnings from the portfolio of U.S. govern-
ment securities ($45.3 billion) and federal agency mortgage-backed securities
(MBS) ($38.3 billion) in the System Open Market Account. Earnings in
excess of expenses, dividends, and surplus are transferred to the U.S. Treas-
ury—in 2011, a total of $75.4 billion. (These net earnings are treated as
receipts in the U.S. budget accounting system when received and as antici-
pated earnings projected by the Office of Management and Budget in the
Budget of the United States Government.)

2 For a list of items included in the Reserve Banks’ current income, refer to Table 10, Income
and expenses of the Federal Reserve Banks, in the “Statistical Tables” section of the 20171
Annual Report of the Board of Governors of the Federal Reserve System, available at www
federalreserve.gov/publications/annual-report/default.htm. More detailed information on
System income and the distribution of income can also be found in the Annual Report.


www.federalreserve.gov/publications/annual-report/default.htm
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Operational Areas

The major operations of the Federal Reserve System can be described using
the following broad categories: monetary and economic policy, supervision
of financial institutions, services to financial institutions and the public, and
services to the U.S. Treasury and other government agencies.

Monetary and Economic Policy

The monetary and economic policy operational area encompasses Federal
Reserve actions to influence the availability and cost of money and credit in
the pursuit of the Federal Reserve’s statutory objectives of maximum
employment, stable prices, and moderate long-term interest rates. It also
encompasses activities undertaken to monitor the stability of financial insti-
tutions and financial markets and to develop appropriate policy responses to
structural and emerging risks.

During 2011, the economic recovery continued, albeit at an uneven pace. The
Federal Open Market Committee (FOMC) held eight regularly scheduled
meetings in 2011, plus two additional meetings by videoconference. As part
of the Committee’s efforts to further enhance the clarity and timeliness of
monetary policy communications, regular quarterly press briefings were
instituted beginning in April 2011.

To promote continued economic recovery, the FOMC maintained the target
range for the federal funds rate at 0 to %4 percent throughout the year. In
June 2011, the Federal Reserve completed its program of purchasing

$600 billion in longer-term Treasury securities that was announced in
November 2010.*

In response to a slowdown in growth over the first part of the year, and to
support a stronger economic recovery and help ensure that inflation, over
time, is at levels consistent with its dual mandate, the FOMC provided addi-
tional monetary policy accommodation during the second half of 2011. In
August, the Committee modified its forward rate guidance, noting that eco-
nomic conditions were likely to warrant exceptionally low levels for the fed-
eral funds rate at least through mid-2013. In order to put downward pressure
on longer-term interest rates and foster more accommodative financial con-
ditions and so provide additional stimulus to support the economic recovery,
the FOMC decided at its September meeting to extend the average maturity

* FOMC meeting minutes and policy statements are available on the Board’s website at www
federalreserve.gov/monetarypolicy/fomccalendars.htm.

+ The program was announced in November 2010; see the November 3, 2010, FOMC state-
ment at www.federalreserve.gov/newsevents/press/monetary/20101103a.htm.


http://www.federalreserve.gov/monetarypolicy/fomccalendars.htm
http://www.federalreserve.gov/monetarypolicy/fomccalendars.htm
www.federalreserve.gov/newsevents/press/monetary/20101103a.htm
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of its Treasury holdings. In particular, the Committee announced it would
purchase, by the end of June 2012, $400 billion of Treasury securities with
remaining maturities of 6 years to 30 years and sell an equal amount of
Treasury securities with remaining maturities of 3 years or less. In addition,
in order to help support conditions in mortgage markets, the Committee
decided in September to reinvest principal payments from its holdings of
agency debt and agency MBS in agency MBS, rather than in Treasury
securities.

In November, against a backdrop of increased pressures in global money
markets, the Federal Reserve, along with the Bank of Canada, the Bank of
England, the Bank of Japan, the European Central Bank, and the Swiss
National Bank, agreed to lower the pricing on their existing temporary U.S.
dollar liquidity swap arrangements and to extend the authorization of these
swap arrangements through early 2013. As a contingency measure, the cen-
tral banks also agreed to establish temporary bilateral liquidity swap arrange-
ments so that liquidity could be provided in each jurisdiction in any of their
currencies, should market conditions warrant. These actions were taken to
ease strains in financial markets and thereby mitigate the effects of such
strains on the supply of credit to households and businesses and so help fos-
ter economic activity.

Meanwhile, the Board and the FOMC continued to develop the tools,
including reverse repurchase agreements with a range of counterparties and
a new term deposit facility, that will allow the Federal Reserve to reduce the
supply of reserve balances, if needed, when it becomes appropriate to begin
removing monetary policy accommodation. Tests of both reverse repurchase
agreements and the term deposit facility were conducted over the course of
2011 to ensure the effectiveness of the tools and to provide eligible institu-
tions with an opportunity to gain familiarity with the procedures.

The Board and the FOMC base their monetary policy decisions on high-
quality research and thorough analysis of economic and financial data. A
vast amount of banking and financial data flows through the Reserve Banks
to the Board, where the data are compiled and made available to the public.
The research staffs at the Board and at the Reserve Banks use the data, along
with information collected by other public and private institutions, to assess
the state of the economy and the relationships between the financial markets
and economic activity. Staff members provide background information to
the Board of Governors and the FOMC by preparing detailed economic and
financial analyses and projections for the domestic economy and interna-
tional markets. The Board and the FOMC use these analyses and projections
in establishing the appropriate stance for monetary policy. Staff members
also conduct longer-run economic studies on regional, national, and interna-
tional issues.
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To help the Federal Reserve carry out its responsibilities for promoting the
stability of the financial system, the Board’s Office of Financial Stability
Policy and Research works closely with other groups throughout the System
to monitor financial institutions, markets, and infrastructure; assess potential
risks; and develop appropriate policy responses. It also helps develop and
evaluate alternative approaches to implementing macroprudential regulations
and works with bank supervisory committees on a variety of issues, such as
developing quantitative loss models and alternative scenarios to serve as the
basis for stress tests. Staff members conduct research in banking, finance,
and macroeconomics to foster a broader understanding of financial stability
issues. In addition, the office coordinates the Board’s interagency and inter-
national work on financial stability, including the Board’s responsibilities as
a member of the Financial Stability Oversight Council and the Financial Stability
Board.

Supervision and Regulation of Financial Institutions

The Federal Reserve plays a major role in the supervision and regulation of
banks, bank holding companies (BHCs), and savings and loan holding com-
panies (SLHCs).® The Board’s supervisory responsibilities extend to the for-
eign operations of U.S. banks and, under the International Banking Act, to
the U.S. operations of foreign banks. The Board also develops regulations to
carry out statutory directives, and establishes System supervisory and regula-
tory policies.

The Reserve Banks conduct on-site examinations and inspections of state
member banks, BHCs, SLHCs, and branches and agencies of foreign bank-
ing organizations; review applications for mergers, acquisitions, and changes
in control from banks and BHCs; and take formal supervisory actions. In
2011, the Federal Reserve conducted 507 examinations of state member
banks (some of them jointly with state agencies), 642 inspections of large
BHCs, and 3,160 inspections of small, noncomplex BHCs; it acted on 1,457
proposals, representing 2,078 individual applications involving BHC forma-
tions and acquisitions, bank mergers, and other transactions. The Federal
Reserve, in coordination with appropriate state regulatory authorities, con-
ducted or participated in 379 examinations of branches and agencies of for-
eign banking organizations.

The Board also enforces the compliance of state member banks and certain
foreign banking organizations with the federal laws that protect consumers
who use credit and deposit accounts. During the reporting period from

July 1, 2010, to June 30, 2011, the System conducted 279 consumer compli-

5 Under the Dodd-Frank Act, supervisory and regulatory authority for SLHCs was transferred
from the Office of Thrift Supervision to the Board of Governors on July 21, 2011.


http://www.treasury.gov/initiatives/fsoc/Pages/default.aspx
http://www.financialstabilityboard.org/
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ance examinations of its 835 state member banks and two foreign banking
organizations.® During this period, the System also conducted 250 examina-
tions of banks for their compliance with the Community Reinvestment Act.

Beyond these activities, the Federal Reserve System maintains continuous
oversight of the banking industry as part of its effort to ensure the overall
safety and soundness of the financial system.

Services to Financial Institutions and the Public

The Federal Reserve System plays a central role in the nation’s payment sys-
tems by ensuring that enough currency and coin are in circulation to meet
the public’s demand. As the issuing authority for Federal Reserve notes, the
Board orders new currency from the Treasury’s Bureau of Engraving and
Printing and issues that currency to the Reserve Banks. The Reserve Banks
distribute currency and coin to the public through depository institutions to
meet demand. The Reserve Banks process currency that they receive from
depository institutions and remove poor quality and suspect counterfeit
notes. In 2011, the Reserve Banks distributed approximately $734.3 billion in
currency and $6.5 billion in coin to depository institutions. The Reserve
Banks also received approximately $642.0 billion in currency and $5.9 billion
in coin from depository institutions, and they destroyed $81.9 billion in unfit
currency. In 2011, the Board paid $650.0 million for currency-related
expenses.

The Reserve Banks also play a central role in the nation’s payment systems
by collecting checks and providing a variety of electronic services for deposi-
tory institutions. In 2011, the Banks collected approximately 6.8 billion com-
mercial checks, with a total value of about $9.9 trillion. The Banks’ auto-
mated clearinghouse (ACH) service allows depository institutions to send or
receive credit transfers, such as direct payroll payments and corporate pay-
ments to vendors, and debit payment transactions, such as payments of
insurance premiums, mortgages, and other bills from consumer accounts. In
2011, the Reserve Banks processed approximately 11.7 billion ACH transac-
tions, valued at about $22.3 trillion. Approximately 11 percent of the trans-
actions were for the federal government; the rest were for commercial
establishments.

The Reserve Banks’” Fedwire Funds Service allows participants to use their
accounts at the Reserve Banks to transfer funds to other participants. In

¢ The foreign banking organizations examined by the Federal Reserve are organizations that
operate under section 25 or 25A of the Federal Reserve Act (Edge Act and agreement corpo-
rations) and state-chartered commercial lending companies owned or controlled by foreign
banks. These institutions are typically not subject to the Community Reinvestment Act, and
they typically engage in relatively few activities covered by consumer protection laws.
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2011, the Reserve Banks processed approximately 127 million Fedwire funds
transfers, valued at more than $663.8 trillion.

The Reserve Banks’ National Settlement Service allows participants in pri-
vate clearing arrangements to settle transactions through their Federal
Reserve accounts. In 2011, 16 local and national private arrangements, pri-
marily check clearinghouse associations, used the National Settlement Ser-
vice. The Reserve Banks processed more than 571,300 settlement entries for
these arrangements, with a debit value of more than $15.7 trillion in 2011.

The Reserve Banks” Fedwire Securities Service provides securities services to
participants, including the settlement of book-entry transfers of securities
issued by the Treasury, federal government agencies, government-sponsored
enterprises, and certain international organizations. In 2011, participants
originated 19.2 million transfers, valued at more than $296.7 trillion.

Services to the U.S. Treasury and Other Government
Agencies

As fiscal agents and depositories for the federal government, the Reserve
Banks auction Treasury securities; process electronic and check payments for
the Treasury; collect funds owed to the federal government; maintain the
Treasury’s bank account; and develop, operate, and maintain a number of
automated systems to support the Treasury’s mission. The Reserve Banks
also provide certain fiscal agency and depository services to other entities.
The Treasury and other entities fully reimbursed the Reserve Banks for the
costs of providing fiscal agency and depository services. In 2011, reimburs-
able expenses amounted to $484.2 million.

The Reserve Banks auction, issue, maintain, and redeem securities, as well as
operate the automated systems supporting paper U.S. savings bonds and
book-entry marketable Treasury securities. In 2011, the Reserve Banks con-
ducted 269 Treasury securities auctions and processed nearly 11.1 million
Treasury securities transfers. The Reserve Banks also printed and mailed
more than 7.9 million savings bonds.” The Reserve Banks continued to sup-
port the Treasury’s efforts to improve the quality and efficiency of its securi-
ties services.

The Reserve Banks collect and disburse funds on behalf of the federal gov-
ernment. In 2011, the Reserve Banks processed 1.3 billion government ACH

7 As part of the Treasury’s all-electronic initiative, the agency eliminated the paper savings
bonds payroll program in 2010. The number of savings bonds printed and mailed by the
Reserve Banks in 2011 decreased by 8.1 million, or 50.6 percent. As of January 1, 2012, paper
savings bonds are no longer sold at financial institutions.
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payments and 159 million Treasury check payments. The Reserve Banks con-
tinued to support the Treasury’s ongoing effort to convert paper checks to
electronic payments through the Go Direct initiative and operated Pay.gov,
an application supporting the Treasury’s program that allows the public to
use the Internet to authorize and initiate payments to federal agencies.

The Treasury maintains operating cash accounts at the Reserve Banks. In
2011, the Reserve Banks continued to support the Treasury’s effort to mod-
ernize its financial management processes, with a focus on improving central-
ized government accounting and reporting functions. The Reserve Banks
also managed several new and ongoing software development efforts in sup-
port of the Treasury’s objectives.

When permitted by federal statute or when required by the Secretary of the
Treasury, the Reserve Banks provide fiscal agency and depository services to
other domestic and international entities. Book-entry securities issuance and
maintenance activities account for a significant amount of the work per-
formed for these entities.


www.pay.gov

Federal Reserve System Budget

Total expenses for the Federal Reserve System for 2012 are budgeted at
$4,720.7 million, an increase of 8.2 percent from 2011 actual expenses. Of
this total, $3,441.3 million is for the Reserve Banks, $532.4 million is for the
Board and the Office of Inspector General (OIG), and $747.0 million is for
the cost of new currency (table 2 and table 3). Revenue from priced services
provided to depository institutions is expected to total $436.8 million, or
9.3 percent of total budgeted expenses. This revenue, combined with claims
for reimbursement and other income, results in the recovery of approxi-
mately 20 percent of the System’s budgeted 2012 expenses.® When these
items are deducted from budgeted expenses, 2012 net expenses for the System
are 11.4 percent higher than 2011 net expenses (table 2).

Table 2. Total expenses of the Federal Reserve System, net of receipts and claims for
reimbursement, 2010-12

Millions of dollars, except as noted

fem 2010 2011 2012 Percent change
(actual) (actua) (budgeted) | 5010102011 | 2011 to 2012

Total System expenses’ 4,243.3 4,363.6 4,720.7 2.8 8.2
Less

Revenue from priced services 574.7 478.6 436.8 -16.7 -8.7
Claims for reimbursement? 456.4 485.3 497.6 6.3 25
Other income 1.5 1.6 2.2 6.7 375
Equals

Net System expenses 3,210.7 3,398.1 3,784.1 5.8 114

Note: Components may not sum to totals and may not yield percentages shown because of rounding. Total expenses
reflect all redistributions for support and overhead and exclude capital outlays.
T Includes expenses of the Office of Inspector General.

2 Reimbursable claims include the costs of fiscal agency and depository services provided to the U.S. Treasury, other
government agencies, and other principals, to whom actual costs are billed and reimbursed by those entities.

8 Claims for reimbursement refers to the costs of fiscal agency and depository services provided

to the U.S. Treasury, other government agencies, and other principals, to whom actual costs
are billed and reimbursed by those entities. Other income is the fee that depository institutions
pay for the settlement component of the Fedwire Security Service transactions. In addition, a
further portion of the System’s expenses since July 21, 2011, related to carrying out supervi-
sory and regulatory responsibilities for large financial institutions will be recouped in accor-
dance with the Dodd-Frank Act.
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Table 3. Expenses of the Federal Reserve System for operations and currency, 2010-12

Millions of dollars, except as noted

e 2010 2011 2012 Percent change
(actual) (actua) (budgeted) | o010 10 2011 | 2011 10 2012
Reserve Banks' 3,183.0 3,261.3 3,441.3 25 5.5
Personnel 2,211.8 2,317.2 2,454.7 48 59
Nonpersonnel 971.2 9441 986.6 -2.8 45
Board of Governors? 437.4 452.3 532.4 3.4 17.7
Personnel 325.0 333.1 373.1 25 12.0
Nonpersonnel 112.4 119.2 159.3 6.0 33.6
Currency® 622.9 650.0 747.0 44 14.9
Total System expenses 4,243.3 4,363.6 4,720.7 2.8 8.2

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

Excludes capital outlays and pension expenses as well as assessments for the Board of Governors operating
expenses, currency costs, the Consumer Financial Protection Bureau, and the Office of Financial Research. Includes
expenses budgeted by Federal Reserve Information Technology and the System’s Office of Employee Benefits that are
chargeable to the Reserve Banks. Reflects all redistributions for support and allocations for overhead. For detailed
information on Reserve Bank expenses, see the “Federal Reserve Bank Budgets” section on page 19.

Includes expenses of the Office of Inspector General. See also the “Board of Governors Budgets” section on page 13.
For more information on currency expenses, see the “Currency Budget” section on page 27.

~

©

The distribution of budgeted
expenses is similar to that in previ-
ous years, with the Reserve Banks’ System, 2012
expenses accounting for 73 percent
of the total, new currency expenses
accounting for 16 percent, and
Board expenses accounting for the
remainder (figure 1).

Figure 1. Distribution of budgeted
expenses of the Federal Reserve

Board of Governors, 11%

Currency, 16%

System employment is budgeted at
20,544 for 2012, an increase of 528
from the 2011 level, primarily due to
planned staff additions needed to
implement requirements under the
Dodd-Frank ACt.g Reserve Banks, 73%

° Employment numbers stated include position counts for the Board and average number of

personnel (ANP) for the Reserve Banks. ANP is the average number of employees expressed
in terms of full-time positions for the period. For instance, a full-time employee who works
one-half of the year counts as 0.5 ANP for that calendar year; two half-time employees who
work the full year count as 1 ANP.
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2012 System Budget Initiatives

The Federal Reserve System budget is funding increases for several initia-
tives, specifically in supervision to promote financial stability and to continue
to implement the Dodd-Frank Act, as well as in support of application

Figure 2. Total expenses of the Federal

Reserve System, 2003-12

Billions of dollars

5 -
Current dollars _ &
- -

41 -—- g

\_‘M
N 2005 dollars’
2 4
1 - - - - )
2002 2004 2006 2008 2010 2012

Note: For 2012, budgeted. Includes expenses of the
Office of Inspector General.

1 Calculated with the GDP price deflator.

Figure 3. Cumulative change in Federal
Reserve System expenses and federal

government expenses, 2003-12

Percent
60 -
Federal government1 "' - \
50 [N
40 /

30 -

20 ’

104 - Federal Reserve?
01— A : :
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Note: For 2012, budgeted. Federal government
expenses are reported on a fiscal-year basis beginning
October 1; the Federal Reserve System expenses are
reported on a calendar-year basis.

2012

" Discretionary spending less expenditures on defense.
Source: Budget of the United States Government, Fiscal
Year 2013: Historical Tables, Table 8.1. Outlays by Bud-
get Enforcement Act Category, 1962—2017.

2 Includes expenses of the Office of Inspector General.

development projects for Treasury
and financial services. The major
factors affecting the 2012 Board and
Reserve Bank budgets are outlined
in more detail in the “Board of Gov-
ernors Budgets” section on page 13
and “Federal Reserve Bank Bud-
gets” section on page 19,
respectively.

Trends in Expenses and
Employment

From the actual 2003 level to the
budgeted 2012 amount, the total
expenses of the Federal Reserve
System have increased an average of
3.8 percent per year (1.2 percent per
year when adjusted for inflation)
(figure 2). Over the same period,
nondefense discretionary spending
by the federal government has
increased an average of 4.2 percent
per year (figure 3). Over the 2003—
2012 period, Federal Reserve System
employment has decreased by 3,183
(figure 4).

The most recent budgets reflect
increases for resources to address
requirements under the Dodd-Frank
Act. In addition, budgets also
included funding to address the
financial market turmoil and dete-
riorating economic conditions.
Reserve Bank expenses associated
with these programs peaked in 2010
and have since declined, as liquidity
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programs wind down.'® These

Figure 4. Employment in the Federal

Reserve System, 2003-12 increases have been offset by sub-
stantial expense and staffing

Thousands of persons decreases due to restructuring efforts

25 - in the check processing function and

\/ staff declines and related expenses
20 1

due to efficiency measures in cash
operations and support functions.

15 1
b 2012 Capital Budgets
5 ; ; ; ; .
2002 2004 2006 2008 2010 2012 The capital budgets for the Reserve
Note: For 2012, budgeted. Employment numbers pre- Banks and the Board total
sented include position counts for the Board and aver- $444.9 million. with $404.2 million

age number of personnel for the Reserve Banks.

budgeted for the Reserve Banks,

Federal Reserve Information Tech-
nology (FRIT), and Office of Employee Benefits (OEB) and $40.7 million
budgeted for the Board and the OIG. As in previous years, the 2012 capital
budgets include funding for projects that support the strategic direction out-
lined by the individual Reserve Banks, System business leaders, and the
Board. These strategic goals focus on investments that continue to improve
operational efficiencies, enhance services to Bank customers, and ensure a
safe and productive work environment. More detailed discussions of the
Board and Reserve Bank capital budgets are included in the “Board of Gov-
ernors Budgets” section on page 13 and the “Federal Reserve Bank Budgets”
section on page 19.

19 Expenses associated with the remaining programs will continue to diminish, but this decrease
will be dependent on continued activity, especially for the Maiden Lane facilities. In addition,
the higher expenses reflect an increase in activities related to assessing value and margining
collateral pledged to the Reserve Banks and steps that the New York Bank, in particular, took
structurally to manage its risk more effectively. These expenses are not likely to decrease over
time and reflect additional ongoing activities.
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Board of Governors Budgets

The Board of Governors operates under a one-year budget. The budget for
2012 was approved in December 2011.

2012 Budgets

Board of Governors

For 2012, the Board approved a $511.8 million operating budget, a

$17.1 million single-year capital budget, and a $22.8 million increase to the
multiyear capital projects budget (table 4). The operating budget, including
new initiatives and savings, represents a 7.7 percent increase over the 2011
operating plan.

The operating budget includes amounts to fund the Board’s ongoing opera-
tions (the current services budget) as well as new initiatives. Increases to the
current services budget include additional rental expenses, which reflect a full
year of lease costs for additional office space to address staff growth, as well
as increases for contractual professional services to fund several internal stra-

Table 4. Operating expenses and capital expenditures of the Board of Governors,
2010-12

Millions of dollars, except as noted

T 2010 2010 2011" 2011 2012

(budgeted) (actual) (budgeted) (actual) (budgeted)
Board of Governors 431.8 426.8 475.2 440.4 511.8
Office of Inspector General 19.2 10.6 18.0 11.9 20.6
Single-year capital expenditures? 8.4 8.2 6.2 5.0 17.9
Multiyear capital projects® 16.5 52 31.9 23.4 22.8

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

During 2011, the Board approved a $0.4 million decrease in the Board’s initial operating budget of $475.6 million, a
$0.7 million increase in the Board’s single-year capital budget, and a $12.2 million increase in the Board’s multiyear
capital budget.

Beginning in 2010, the Board began budgeting and reporting projects that span multiple budget cycles separate from
single-year capital expenses. Capital, as shown in this report, includes the Board and Office of Inspector General
capital budgets.

Budget figures for multiyear capital projects represent annual changes to total project budgets.

M)

©
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tegic projects, such as implementing recommendations arising from the 2010
organizational assessment of the Human Resources function. These
increases are partially offset by decreases in contractual professional services
for rulemaking in the Division of Consumer and Community Affairs and in
outside counsel support for the Legal Division, as well as a decrease in bud-
geted benefit costs resulting from a change in the methodology for determin-
ing the liability for long-term disability.

New initiatives in the Board’s 2012 operating budget address such areas as
implementation of Dodd-Frank Act requirements, office space needs, tech-
nology projects, data requirements, staffing requests to meet increased work
demands, and infrastructure support. The approved 2012 operating budget
includes $24.6 million in new initiatives, partly offset by $0.3 million in sav-
ings from printing changes. Over half of the costs for initiatives are for per-
sonnel expenses for new positions. Approximately $7.3 million, or 30.0 per-
cent, of the total initiatives is related to the increased responsibilities associ-
ated with the Dodd-Frank Act.

The increase in single-year capital provides funding for several technology
initiatives. The increase in multiyear capital provides funding for space
requirements and infrastructure-related projects.

Office of Inspector General

In keeping with its statutory independence, the OIG prepares its proposed
budget apart from the Board’s budget. For 2012, the Board approved the
OIG’s $20.6 million operating budget, $0.8 million single-year capital bud-
get, and a $0.1 million increase to the multiyear capital budget. The operat-
ing budget represents a 14.2 percent increase over the 2011 operating plan.
The operating increase is primarily driven by personnel services growth
needed to effectively conduct legislatively mandated and discretionary audits,
investigations, inspections, and other reviews of Board and Consumer
Financial Protection Bureau (CFPB) programs and activities.!! Offsetting
this increase is a decrease in contractual professional services of $1.8 million
due to an anticipated reduction in material loss reviews.

Authorized Positions

The Board’s 2012 budget includes 2,442 authorized positions, representing a
3.3 percent increase over year-end 2011 total authorized positions (table 5).

' Title X of the Dodd-Frank Act established the CFPB, which regulates consumer financial
products and services in compliance with federal law. The new bureau, which began operating
in July 2011, is an autonomous entity within the Federal Reserve System, and operates inde-
pendently of the Board and other federal agencies. The Dodd-Frank Act designates the
Board’s OIG as the OIG for the CFPB.
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Table 5. Positions authorized at the Board of Governors, 2010-12

Position count’

fem 2010 2010 2011 2011 2012

(budgeted) (ending) (budgeted) (ending) (budgeted)
Board of Governors? 2,190 2,210 2,331 2,363 2,442
Office of Inspector General 61 65 85 85 113

Note: Includes only those divisions, offices, and special accounts that have authorized position counts.
" Interns are not included in the numbers for positions or employment.

2 The counts (budgeted and ending) for 2010 and 2011 include positions for cooperative education, worker trainee, and
student aide programs that assist divisions Boardwide.

The 2012 initiatives include requests to increase staffing by 112 positions.
Fifty-nine of the requested positions, representing 52.7 percent of the total
increase, are needed to implement requirements of the Dodd-Frank Act.
Thirty of the requested positions, representing 26.8 percent of the total
increase, are to address workload demands in the Division of Banking
Supervision and Regulation and the Board’s research divisions related (either
directly or indirectly) to the financial crisis or financial stability. The remain-
ing positions address increased workload or infrastructure support require-
ments across several other divisions and offices.

The OIG’s 2012 budget includes 113 authorized positions, an increase of 28
positions from the prior year, to conduct the activities mentioned above.

Areas of Risk

Risks to the budget for the coming year remain largely consistent with those
recognized during the prior year. In particular, the Board’s ability to attract
and retain qualified staff to meet the challenges created by passage of the
Dodd-Frank Act, in addition to other ongoing work requirements, remains a
concern. The Board will continue to face challenges in finding and hiring
qualified staff because of increasingly competitive markets in the federal and
private sectors. Furthermore, the Board will need to fill a large number of
positions in a short time, and projected growth by other federal financial
regulators and CFPB will require the Board to act quickly to compete for
and recruit the most qualified applicants. Work-life balance will also remain
an issue for staff who continue to work long hours dealing with the after-
math of the financial crisis and added requirements of the financial reform
legislation.
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2011 Budget Performance

Board of Governors

The Board ended 2011 with expenses that totaled less than its operating plan
by $34.8 million.'* All divisions, offices, and special accounts ended the year
with expenses less than their respective operating plans. The Board’s capital
spending for 2011 single-year capital was also less than its operating plan,
and multiyear capital projects remained within their project life budgets.'?

Expenses for salaries and benefits were $20.0 million, or 5.8 percent, less
than the operating plan, mainly attributable to the following factors:

* Actual payout of accrued annual leave was less than expected.
* Divisions and offices took longer than expected to fill vacancies.

* The methodology for determining the liability for long-term disability
changed.

Expenses for goods and services were $14.7 million, or 11.1 percent, less than
the operating plan; the underrun was primarily in contractual professional
services due to reduced usage of temporary help by divisions, fewer-than-
expected executive searches, and the timing of compensation surveys/
projects. Furthermore, spending for the Reserve Banks’ financial statement
audit was less than budgeted. Furniture and equipment and repairs and
alterations were both under budget because of revised timelines for various
build-out projects.

The Board’s 2011 single-year capital purchases totaled less than the operat-
ing plan by $1.2 million. The Board encountered certain project delays, caus-
ing some projects to fall below budget expectations. As of year-end 2011,
budgets for multiyear capital projects for the Board and the OIG totaled
$70.6 and $0.4 million, respectively. Spending on these projects to-date
totaled $35.7 and $0.4 million for the Board and the OIG, respectively. All
multiyear capital projects are still in process and are expected to be com-
pleted within their budgeted amounts.

'2 During 2011, the Board approved a $0.4 million, or 0.1 percent, decrease in the Board’s oper-
ating budget as part of the midyear adjustments.

'3 During 2011, the Board approved a $0.7 million, or 12.6 percent, increase in the 2011 single-
year capital budget and a $12.2 million increase in multiyear capital projects.
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Office of Inspector General

The OIG’s operating expenses for 2011 totaled $11.9 million, or $6.1 million
less than the $18.0 million operating budget. Expenses for salaries and ben-
efits were $10.1 million, or 19.2 percent less than the operating plan as a
result of higher-than-anticipated attrition and slower-than-anticipated hiring
as the OIG sought well-qualified candidates. Expenses for goods and services
were $1.8 million, or 67.2 percent less than the operating plan; underrun was
primarily in contractual professional services due to the raised threshold for
when OIG must conduct material loss review of failed state member banks
and the lower-than-anticipated number of bank failures. In addition, lower-
than-anticipated staffing, along with the fewer number of failed banks,
resulted in lower travel expenses, training expenditures, and furniture
purchases.
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Federal Reserve Bank Budgets

The 2012 operating budgets of the 12 Reserve Banks total $3,441.3 million.
The 2012 total is $180.0 million, or 5.5 percent, above 2011 actual expenses.
The growth is driven by increases in central bank functions, specifically in
supervision, which represents 30 percent of total expenses. The implementa-
tion of the Dodd-Frank Act continues to be a significant factor in budget
growth. These increases are partially offset by decreases in priced services as
a result of continued declines in check volume and a reduction in vendor fees
and staffing related to the winding down or closing of the liquidity facilities
at the Federal Reserve Bank of New York.'

Budgeted net expenses for 2012, after revenue and reimbursements, are
expected to increase by $208.9 million, or 9.1 percent, over actual 2011 net
expenses (table 6). Approximately 27 percent of Reserve Bank expenses in the

Table 6. Operating expenses of the Federal Reserve Banks, net of receipts and claims
for reimbursement, 2011 and 2012

Millions of dollars, except as noted

e 2011 2012 Change
(actual (budgeted) Amount Percent

Total operating expenses 3,261.3 3,441.3 180.0 55
Less

Revenue from priced services 478.6 436.8 -41.8 -8.7
Claims for reimbursement’ 485.3 497.6 12.3 25
Other income 1.6 2.2 0.6 375
Equals

Net expenses 2,295.8 2,504.7 208.9 9.1

Note: Excludes capital outlays and pension expenses as well as assessments for the Board of Governors operating

expenses, currency costs, the Consumer Financial Protection Bureau, and the Office of Financial Research. Includes

expenses budgeted by Federal Reserve Information Technology and the System’s Office of Employee Benefits that are

chargeable to the Reserve Banks. Reflects all redistributions for support and allocations for overhead. Components may

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

1 Reimbursable claims include the costs of fiscal agency and depository services provided to the U.S. Treasury, other
government agencies, and other principals, to whom actual costs are billed and reimbursed by those entities.

14 Although most of the liquidity programs have ended, the Federal Reserve Bank of New York
continues to support several liquidity programs, including Maiden Lane, Maiden Lane II,
Maiden Lane III, and the Term Asset-Backed Securities Loan Facility (TALF).
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Table 7. Employment at the Federal Reserve Banks, FRIT, and OEB, 2011 and 2012

Average number of personnel, except as noted

tem 2011 2012 I
(actual) (budgeted) Amount Percent
Reserve Banks 16,535 17,003 468 2.8
Federal Reserve Information Technology (FRIT) 1,072 1,048 -23 -2.2
Office of Employee Benefits (OEB) 47 51 4 8.6
Total 17,653 18,102 449 25

Note: Components may not sum to totals and may not yield percentages shown because of rounding. See text note 9 for
definition of average number of personnel.

2012 budget are offset by priced service revenues (12.7 percent) and reim-
bursable claims for services provided to the Treasury and other agencies
(14.5 percent).'> Budgeted 2012 priced services revenue is 8.7 percent lower
than the 2011 actual level, reflecting continued declines in check volume as
customers shift to other payment methods. Reimbursable claims are pro-
jected to remain fairly stable in 2012.

Total 2012 projected employment for the Reserve Banks, FRIT, and the OEB
is 18,102 ANP, an increase of 449 ANP, or 2.5 percent, from the 2011 actual
staff level (table 7). Staffing levels in 2012 are projected to increase as super-
vision resources are added in all Districts. From 2002 to 2010, total staffing
levels consistently decreased, primarily as a result of multiyear restructuring
efforts in the check-processing function. During that period, staffing reached
its lowest level of 17,459 ANP in 2010. Subsequent staffing increases have
been primarily driven by (1) additional resources—mainly in supervision—
spurred initially by the need to address the financial crisis, then beginning in
2011, to implement the Dodd-Frank Act and (2) growth in monetary policy
and information technology.

2011 Budget Performance

Total 2011 actual expenses were $3,261.3 million, a decrease of $89.9 million,
or 2.7 percent, from the approved 2011 budget of $3,351.2 million. Total
2011 actual staffing was 17,653 ANP, a decrease of 326 ANP from 2011 bud-
geted levels of 17,979 ANP.

!5 Reimbursable claims include the costs of fiscal agency and depository services provided to the
U.S. Treasury, other government agencies, and other principals, to whom actual costs are
billed and reimbursed by those entities.
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The expense decrease is driven by the faster-than-projected decline in the vol-
ume of check and adjustment items (-$20.7 million). Another significant fac-
tor contributing to the underrun is lower-than-budgeted expenses in supervi-
sion, primarily caused by hiring delays for staff with specialized skills and
higher-than-anticipated turnover (-$16.8 million). The research function also
experienced hiring delays that resulted in lower-than-planned expenses

(-$9.2 million).

Also contributing to the underrun are lower expenses associated with loans
to depository institutions and others, which resulted from lower loan vol-
ume; in turn, the lower volume resulted in decreasing vendor costs, dedicated
staff, and operating expenses for the Maiden Lanes, TALF facilities, and the
American International Group, Inc. credit facility (-$14.8 million).

Additionally, the cash function is under budget due to greater-than-
anticipated productivity and efficiency gains from the implementation of
machine upgrades. As a result, several Reserve Bank cash functions reduced
the number of machine shifts and experienced lower equipment repair and
maintenance costs (-$12.3 million).

Treasury services are under budget as a result of a net underrun across vari-
ous programs (-$12.0 million). The primary drivers of the underrun are the
decision by the Treasury to cancel the planned expansion of the Stored Value
Card program, accelerated consolidation of Treasury Retail Securities opera-
tions, and decommissioning of other programs. These decreases are partially
offset by the implementation of new projects, such as the Do Not Pay Portal
(formerly known as GOVerify).'®

The underrun in total staffing of 326 ANP, as compared to the approved
budget, reflects a decrease of 162 ANP within central bank services, primar-
ily due to hiring delays in supervision (58 ANP), operational efficiencies in
cash (37 ANP), and lower resource requirements in the loans to depository
institutions and others function (33 ANP). Additionally, there were signifi-
cant decreases in local support functions’ staffing as operations are stream-
lined and consolidated (103 ANP). Treasury services are below budget by 97
ANP, primarily due to acceleration of the Treasury Retail Securities opera-
tions consolidation. Reductions in check operations (specifically check
adjustments) to align resources to changing external and internal factors fur-
ther contributed to the underrun (68 ANP). Offsetting these underruns is
increased staffing at FRIT, primarily to support the System’s server-
consolidation initiative (106 ANP).

16 The Do Not Pay Portal is a project in which the Federal Reserve Bank of Kansas City is
developing a data repository portal for the Bureau of Public Debt that will allow federal pro-
gram agencies to verify the propriety of federal payments before they are disbursed.
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Initiatives Affecting the 2012 Budgets

For 2012, the Reserve Banks’ budgets reflect growth of $180.0 million, or
5.5 percent, compared to 2011 actual in several initiatives, primarily for
financial stability and enhanced resiliency, implementation of the Dodd-
Frank Act, and application development projects for Treasury and financial
services. The majority of the growth is driven by costs associated with the
projected staff increases.

Central Bank Services

In the central bank area, which includes monetary policy, public programs,
supervision, and services to financial institutions and the public (other than
priced services), expenses are increasing $166.5 million, or 6.9 percent, com-
pared to 2011 actual expenses. The staffing level is increasing 384 ANP, or
5.4 percent.

The majority of the expense increase is in the supervision function, which is
increasing $115.1 million, or 12.5 percent, for additional staffing to imple-
ment the requirements of the Dodd-Frank Act, as well as to address training
initiatives and increased workload (349 ANP).

The total 2012 budget for monetary policy is increasing $19.8 million, or
3.7 percent, which reflects a staffing increase of 57 ANP. The monetary
policy increases are primarily due to the full-year effect of 2011 staff addi-
tions for financial stability work, including work related to the Dodd-Frank
Act, as well as investments in data and data analytical tools and support for
improved capabilities for MBS sales.

Expenses in cash operations are increasing $22.6 million, or 4.4 percent, as
work continues on the CashForward project.!” Although expenses are
increasing for national project investments, cash operations are decreasing 20
ANP as a result of continued operational efficiencies.

The increases in central bank services expenses are being partially offset by a
decrease of $4.5 million, or 5.0 percent, in expenses related to the loans to
depository institutions and others function, primarily in New York, as a
result of lower vendor fees and staffing reductions of eight ANP as the
liquidity facilities created during the financial crisis continue to wind down.

17 CashForward is a cash automation platform that will replace legacy software applications,
automate business processes, and employ technologies to meet current and future needs for
the cash business.
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Treasury-Related Functions

The budget for services to the Treasury, which are fully reimbursable, is
increasing $15.5 million, or 3.4 percent, as a result of business requirements
associated with ongoing Treasury projects, including the Do Not Pay Portal,
the All-Electronic Treasury Initiative, and the Payment Information Reposi-
tory.'® These expense increases are being offset largely by cost decreases
related to the consolidation of the Treasury Retail Securities operation.
Overall staffing for the Treasury function is budgeted to decrease by 10 ANP.

Priced Services

Total priced services expenses are declining $2.1 million, or 0.5 percent,
driven by the decrease in check operations. Check expenses are decreasing
$24.9 million, or 12.5 percent, reflecting lower costs associated with declining
check volume as well as continued operational efficiencies and lower infor-
mation technology support costs. Check staffing levels are decreasing 121
ANP, or 20.9 percent, in the 2012 budget as a result of these actions. This
decrease is partially offset by the increase of $17.0 million for the Fedwire
Funds and Fedwire Securities services, primarily due to work related to the
Fedwire Modernization program.'® Full cost recovery is projected in the
aggregate for the priced services in 2012.%°

Support Services

Support costs are increasing $19.2 million, or 1.9 percent, and 79 ANP. The
expense increases are driven primarily by information technology ($8.0 mil-
lion) and legal ($5.2 million). Information technology costs are increasing
mainly as a result of application development in support of cash, Treasury,
and priced services projects at the Reserve Banks. The increase in legal is pri-
marily driven by the shift of resources back to core business from the focus
on the liquidity facilities and the expansion of work related to the Dodd-
Frank Act.

'8 The All-Electronic Treasury Initiative implements the requirement for all federal payments to
be made electronically and eliminates paper payroll savings bonds.

19 The Fedwire Modernization initiative is a large-scale multiyear information technology proj-
ect, the goal of which is to transition the applications that support the Fedwire Funds and
Fedwire Securities businesses from the legacy mainframe environment to a distributed
platform.

20 The Monetary Control Act of 1980 requires the Federal Reserve to charge depository institu-
tions for certain payment services. The fees charged for providing these priced services are set
to recover, over the long run, all direct and indirect costs of providing the services, plus an
imputation of the costs that would have been incurred, such as taxes that would have been
paid, and the profits that would have been earned (return on equity) had the priced services
been provided by a private business firm.
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2012 Personnel Expenses

In December 2010, Congress enacted legislation prohibiting statutory pay
adjustments for most federal civilian employees for a two-year period ending
December 31, 2012. Although not required to do so under the legislation, the
Federal Reserve complied with the spirit of the civilian federal government
salary freeze enacted by Congress and interpreted in subsequent Office of
Personnel Management (OPM) guidance, which permits increases for staff
under performance-based compensation systems such as those used by the
Reserve Banks. Therefore, the 2012 Reserve Bank budgets reflect a 2.0 per-
cent program for merit and equity adjustments for eligible staff; the budgets
provide no funding for increases in officer and senior professional base sala-
ries, other than funding for promotions.

Budgeted Reserve Bank officer and staff salaries and other personnel
expenses for 2012 total $1,877.1 million, an increase of $112.6 million, or
6.4 percent, compared with 2011 actual expenses. The increase reflects addi-
tional staff and budgeted salary administration programs, including merit
and equity increases, promotions, and variable pay. Funding for employee
base-salary administration programs totals $35.1 million; merit and equity
pools for employees total $23.8 million; and funding for employee promo-
tions totals $11.3 million. The budget also includes $2.6 million for officer
promotions.

Risks in the 2012 Budgets

The most significant 2012 budget risks are related to staffing. Attracting
qualified staff and hiring as scheduled was challenging during 2011 and is
expected to remain so in 2012. Many Reserve Banks have aggressive hiring
plans, particularly in supervision, to address current banking conditions and
to meet the responsibilities mandated by the Dodd-Frank Act. Increases in
market demand for labor could lead to significant turnover in key business
areas, and Reserve Banks could be further challenged to retain the necessary
talent to meet critical business objectives. Conversely, there is a risk that
Reserve Banks will not achieve the full projected staff reductions associated
with various consolidation efforts.

Another risk to the 2012 budgets is management of information technology
costs. Continued growth in System projects could strain already stretched
information technology resources, which could result in project delays or
increased costs.
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In addition, Treasury project changes and delays could affect budgeted
expenses. The Treasury continues to refine its future vision for collections,
payments, and cash management systems, along with the timing of different
components of the project.

2012 Capital Budgets

The 2012 capital budgets submitted by the Reserve Banks, FRIT, and OEB
total $404.2 million, a $139.2 million, or 52.5 percent, increase from 2011
actual levels.”! The capital budgets include funding for projects to support
strategies that improve operational efficiencies, enhance services to Bank cus-
tomers, and ensure a safe and productive work environment. In support of
these strategies, the 2012 budgets include three categories of capital initia-
tives: information technology and System automation projects, building and
infrastructure, and Treasury initiatives.

The Reserve Banks and FRIT included $186.4 million in funding for major
information technology initiatives and System automation projects. Multi-
year projects currently under way to migrate major applications off the
mainframe represent $51.1 million of the total 2012 capital budget.?*> Cash
services initiatives represent $39.7 million of the Reserve Banks’ capital bud-
gets, including $16.5 million for the CashForward project and $3.0 million
for cash sensor upgrades. The Reserve Bank server-consolidation effort and
related network services account for an additional $18.1 million. The remain-
ing total capital budget will fund other initiatives, such as data security,
scheduled software and equipment upgrades, and telecommunications and
LAN equipment for renovated or expanded office space.

The total proposed capital budget includes $177.4 million for building and
infrastructure projects. Of the total building capital, $63.9 million is related
to major projects begun in previous years in Boston, New York, Chicago,
and San Francisco. Major new initiatives in 2012, totaling $9.2 million,
include an office reconfiguration in New York to accommodate increased
supervision staff and a vault-automation project in Chicago. Several Banks
included capital for emergency generators, uninterruptible power-supply

2! The total 2012 capital budget does not include the Federal Reserve Bank of New York’s
acquisition of the Maiden Lane building in February 2012 for $207.5 million. The acquisition
provides a cost-effective, long-term alternative to the current practice of leasing space in this
and other buildings and allows for greater control over maintenance, operation, and security
of the building.

The System’s migration strategy involves moving a majority of applications from the main-
frame to alternate processing environments. The migration strategy is managed in stages to
minimize excess capacity and expenses. Projects included in the 2012 budget include the
migration of the Fedwire Funds, Fedwire Securities, FedACH, check, accounting, and
statistics/reserves systems.
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equipment, and security enhancements. Additional outlays in this category
will fund other building renovation and refurbishment projects and various
facility improvement projects.

The capital budgets also include $40.4 million for reimbursable Treasury ini-
tiatives, including support of Treasury Web Application Infrastructure,
Government-Wide Accounting, Collections and Cash Management-related
efforts, and various other projects.
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Currency Budget

Each year, under authority delegated by the Board, the director of the Divi-
sion of Reserve Bank Operations and Payment Systems orders new currency
from the Treasury’s Bureau of Engraving and Printing (BEP). Upon review-
ing the order, the BEP estimates printing costs for new currency during the
calendar year, which Board staff use to prepare the annual budget for new
currency. Each month, the Board assesses the costs of new currency to each
Federal Reserve Bank through an accounting procedure similar to that used
in assessing the costs of the Board’s operating expenses to the Banks. Total
new currency expenses for 2011 were under budget by $26.1 million, or

3.9 percent, primarily because the BEP printed fewer notes than budgeted.

The approved 2012 new currency budget of $747.0 million is 14.9 percent
higher than 2011 costs (figure 5). Printing costs for Federal Reserve notes
represent 95 percent of the new currency budget; certain other BEP costs,
expenses for the currency education program, the currency quality assurance

Figure 5. Federal Reserve costs for new currency, 1998-2012
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Table 8. Federal Reserve budget for new currency, 2011 and 2012

Thousands of dollars, except as noted

Item 2011 (actual) 2012 (budgeted) Percent change
BEP-related expenses
Printing Federal Reserve notes’ 618,714 707,231 14.3
Currency education program? 4,500
Other 3,475 3,692 6.2
Board expenses
Currency education program 114 2,800
Currency quality assurance 2,992 5,200 73.8
Currency transportation 15,728 22,795 44.9
Counterfeit-deterrence research 4,487 5,318 18.5
Total cost of currency 650,011 747,036 14.9

" Expenses for printing Federal Reserve notes do not include costs associated with the currency education and
currency quality assurance programs. These costs were included in printing costs in previous budget documents.

2 The BEP managed the currency education program through September 30, 2011. The Board began managing the
program effective October 1, 2011; therefore, 2011 estimates for BEP expenses include costs incurred by the BEP
during the first three quarters, and 2011 estimates for Board expenses include costs incurred by the Board during the
fourth quarter.

BEP Bureau of Engraving and Printing.
...Not applicable.

program, currency transportation, and counterfeit-deterrence research repre-
sent the remaining 5 percent (table 8).

Printing of Federal Reserve Notes

The cost for printing the calendar-year 2012 currency order is budgeted at
$707.2 million, a 14.3 percent increase over the cost for the 2011 order. The
increase is primarily attributable to a higher volume of more-expensive Series
2004 notes included in the 2012 budget compared with 2011. Series 2004
notes are more expensive because they include colored backgrounds and
additional security features, resulting in higher costs of paper and ink, com-
pared with older-series notes. The average cost per thousand notes, however,
decreased 8.6 percent from $97.26 in 2011 to $88.89 in 2012, primarily
because the BEP’s high fixed costs will be spread over a greater number of
notes in 2012.

Currency Quality Assurance Program

The 2012 currency quality assurance program budget is $5.2 million. During
2010, the Board hired a consulting firm to assist with the development and

implementation of a comprehensive currency quality assurance program for
the BEP. The long-term goals of this program are to improve the BEP’s abil-
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ity to produce high-quality notes consistently, thereby reducing spoilage and
functional failures of notes in circulation.>* During 2012, the currency qual-
ity assurance consultants will continue work to facilitate this multiyear
initiative.

Currency Education Program

The 2012 currency education program budget is $2.8 million.?* The goal of
the currency education program is to provide information on the design and
security features of Federal Reserve notes to users worldwide. To do that, the
program is focused on ensuring that users of U.S. currency know what genu-
ine Federal Reserve notes look like, are aware of the security features in each
denomination, and know how to use those security features to distinguish
between genuine and counterfeit notes.

Currency Transportation

The 2012 currency transportation budget is $22.8 million, which includes the
costs of shipping new currency from the BEP’s two facilities to the Reserve
Banks, of shipping fit and unprocessed currency between Reserve Banks,
and of returning currency pallets to the BEP.

The 2012 budget for currency transportation increased 45 percent from 2011
costs, primarily because the Board has ordered more notes in 2012. The
Board estimates that it will make approximately 500 (25 percent) more ship-
ments in 2012 than in 2011.

Counterfeit-Deterrence Research

The 2012 budget for counterfeit-deterrence research is $5.3 million, which
includes costs associated with the Central Bank Counterfeit Deterrence
Group and the Reprographic Research Center. The Central Bank Counter-
feit Deterrence Group, established by the Governors of the G10 central
banks to combat digital counterfeiting, is a consortium of 32 central banks
and monetary authorities that issue bank notes. The Board’s $5.3 million

23 During 2012, the Board estimates that the cost of spoilage, based on 2012 variable printing
costs and historical spoilage rates, will be approximately $38.5 million.

24 On October 1, 2011, management of the currency education program transitioned from the
BEP to the Board, aligning currency education with the Board’s other currency-related
responsibilities as the issuing authority for Federal Reserve notes.
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share of the 2012 Central Bank Counterfeit Deterrence Group budget com-
prises 99 percent of the Federal Reserve’s counterfeit-deterrence budget.>

Other Reimbursements to the Bureau of Engraving
and Printing

The 2012 budget includes $3.7 million to reimburse the BEP for expenses
incurred by its Destruction Standards and Compliance Division of the
Office of Compliance and Mutilated Currency Division of the Office of
Financial Management. The Office of Compliance develops Reserve Bank
standards for cancellation and destruction of unfit currency and for note
accountability, and reviews Reserve Banks’ cash operations for compliance
with its standards. As a public service, the Mutilated Currency Division pro-
cesses claims for the redemption of damaged or mutilated currency.

25 The estimated Reprographic Research Center payment of $41,000 represents the remaining
1 percent of the counterfeit-deterrence research budget. The Reprographic Research Center is
a state-of-the-art facility, hosted by the National Bank of Denmark, that is used for adver-
sarial testing of banknote designs and counterfeit-deterrent features for its 13 member
countries.
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Appendix A

Federal Reserve Budget Processes

The budgets for the Board of Governors, the Federal Reserve Banks, and
currency are separate, and each has its own budget process.

Board of Governors

The Board’s budget covers one calendar year, and the budget process is as
follows:

* The Board’s budget is structured by division, office, or special account (see
appendix B, table B.1 on page 35).

* The Board establishes a base budget to support current operations.

* Each division identifies new initiatives and savings required to achieve its
objectives for the next budget cycle.

* The Board’s Strategic Planning Group, a committee of senior officers rep-
resenting major lines of business, evaluates each new initiative and pro-
posed savings in the context of the Board’s, as well as the division’s,
mission.

* Staff submits the proposed budget to the Committee on Board Affairs
(CBA).
* The CBA submits the budget to the Board for review and final action.

* Monthly expenses are compared with budgets by division and accounting
classification. Variances are analyzed and reported.

The Board’s Office of Inspector General (OIG), in keeping with its statutory
independence, prepares its proposed budget apart from the Board’s budget.
The OIG presents its budget directly to the Chairman for action by the
Board.

Federal Reserve Banks

The Reserve Banks’ budgets cover one calendar year. Annually, each Reserve
Bank establishes major operating goals for the coming year, devises strategies
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for attaining those goals, estimates required resources, and monitors results.
The Reserve Banks’ budgets are structured by operational area, with support
and overhead attributable to each area and charged to that area.

The operations and financial performance of the Reserve Banks are moni-
tored throughout the year by way of a cost-accounting system, the Planning
and Control System (PACS). Under PACS, the costs of all Reserve Bank
functions are grouped by operational area, and the associated costs of sup-
port and overhead are charged to these areas accordingly. PACS facilitates
comparison of the financial and operating performances of the Reserve
Banks. Apart from the budget approval process, the Reserve Banks must sub-
mit proposals for major capital acquisitions and capitalized projects to the
Board for further review and approval.

Following is a summary of the Reserve Bank budget process:

* The business leader in each functional area provides budget guidance to
the Reserve Banks for the upcoming year.

* The Reserve Banks develop early budget projections that incorporate the
business leader guidance. The budgets are reviewed by the Reserve Banks
for consistency with the System direction.

* The Reserve Banks submit preliminary budget information to the Board
for review, including documentation to support the budget request.

* Board staff analyzes the Banks’ budgets, both individually and in the con-
text of Systemwide initiatives and other Banks’ plans.

* The Committee on Federal Reserve Bank Affairs (BAC) reviews the Bank
budgets.

* The Reserve Banks make any requested or needed changes to the budgets,
and the revised projections are submitted to the Board.

* Staff submits the proposed budgets to the Board for review and final
action.

* Throughout the year, Reserve Bank and Board staff compare actual per-
formance to budgeted projections.

Currency

The currency budget covers one calendar year. On a monthly basis, Board
staff monitors payments of currency to and receipts of currency from circu-
lation and the number of unfit notes destroyed at the Reserve Banks. Board
staff estimates the number of notes the Board will order from the Bureau of
Engraving and Printing (BEP) to meet demand based on monthly monitor-
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ing, forecasts of growth rates for payments of currency to circulation and
receipts of currency from circulation, operational factors, and other policy
considerations. Historically, over 90 percent of the notes that the Board
orders each year replace unfit currency that Reserve Banks receive from
circulation.

The currency budget process is as follows:

* Each August, based on Board staff’s assessment of currency demand, the
director of the Division of Reserve Bank Operations and Payment Systems
submits a fiscal year print order for currency to the director of the BEP.

* Each November, Board staff estimates expenses for the currency budget,
including printing expenses (based on estimated production costs provided
by the BEP), certain other BEP costs, and expenses for the currency educa-
tion program, currency transportation, and counterfeit-deterrence
research.

* The BAC reviews the proposed currency budget.

* Staff submits the proposed currency budget to the Board for final action.
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Appendix B

Expenses and Employment at the
Board of Governors

Table B.1. Operating expenses of the Board of Governors, by division, office, or special
account, 2010-12

Millions of dollars

2010 2010 2011" 2011 2012

Division, office, or special account (budgeted) | (actual) | (oudgeted) | (actual) | (budgeted)

Board Members 171 16.1 18.7 17.5 24.7
Secretary 8.1 8.0 8.6 8.4 8.9
Research and Statistics 53.6 52.4 57.9 55.5 60.2
International Finance 19.9 18.6 22.0 201 22.7
Monetary Affairs 229 20.8 23.6 215 27.7
Office of Financial Stability Policy and

Research 0.1 0.1 2.7 1.8 3.4
Bank Supervision and Regulation 67.7 67.5 75.0 73.8 91.9
Consumer and Community Affairs 25.9 24.6 26.4 23.7 23.4
Legal 17.7 17.5 211 18.7 20.2
Reserve Bank Operations and Payment

Systems 329 315 32,0 30.0 337
Staff Director? 11.3 10.9 11.6 10.7 0.0
Information Technology 61.0 61.1 69.0 65.8 79.0
Management 90.0 87.7 107.7 101.6 123.7
Data processing income -28.6 -29.2 -28.8 -29.0 -34.4
Residual retirement 9.9 7.7 12.9 6.8 10.4
Special projects 1.4 205 14.3 13.4 14.8
Extraordinary items 11.0 111 0.5 0.3 15
Total, Board operations 431.8 426.8 475.2 440.4 511.8
Office of Inspector General 19.2 10.6 18.0 11.9 20.6

Note: Components may not sum to totals and may not yield percentages shown because of rounding.
1 During 2011, the Board approved a $0.4 million decrease in the Board's initial operating budget of $475.6 million.

2 Effective January 1, 2012, the Office of Staff Director was abolished, and office functions were reallocated to other
divisions.
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Table B.2. Operating expenses of the Board of Governors, by account classification,
2010-12

Millions of dollars

1
Account classification (buzd(g]zlz?ed) (:c%gn (bli?;;ted) (:fc(il;n (buzdgljed)

Personnel services
Salaries 256.8 261.9 2781 266.7 294.1
Retirement/thrift plans 34.7 33.2 37.9 35.3 38.4
Employee insurance 235 22.2 27.1 21.0 24.6

Subtotal, salaries and benefits 315.0 317.3 343.0 323.0 357.1
Goods and services
Postage and shipping 0.4 0.4 0.7 0.5 0.8
Travel 10.3 10.5 12.8 14.2 13.4
Telecommunications 45 47 5.0 438 6.9
Printing and binding 1.8 1.8 2.1 1.6 2.3
Publications 0.5 0.5 0.8 0.7 0.7
Stationery and supplies 1.4 1.4 1.6 1.7 1.7
Software 9.0 8.0 10.8 9.3 11.6
Furniture and equipment 47 44 9.2 7.2 9.0
Rentals 74 74 8.4 6.6 16.1
Books and subscriptions 1.0 0.7 1.0 0.8 1.1
Utilities 4.0 40 4.0 39 39
Repairs and alterations bldg. 2.0 1.4 3.0 25 31
Repairs and maintenance F&E 2.3 2.0 2.2 2.2 2.4
Contingency processing center 1.3 1.3 1.3 1.2 1.4
Contractual professional services 50.1 46.5 455 371 54.7
Interest expense 0.0 0.0 0.0 0.0 0.1
Tuition 35 3.0 4.4 38 46
Subsidies and contributions 1.2 0.6 0.8 0.5 0.8
Depreciation/amortization 15.8 15.8 18.1 19.4 20.5
All other? -4.4 -4.7 0.5 -0.8 -0.3

Subtotal, goods and services 116.8 109.5 132.1 117.4 154.7
Total, Board operations 431.8 426.8 475.2 440.4 511.8
Office of Inspector General 19.2 10.6 18.0 11.9 20.6

Note: Components may not sum to totals and may not yield percentages shown because of rounding.
" During 2011, the Board approved a $0.4 million decrease in the Board’s initial operating budget of $475.6 million.

2 All other includes, among other items, income from outside agencies for data processing services, rental income, and
transportation subsidy benefits for employees.
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Table B.3. Positions authorized at the Board of Governors, by division, office, or special

account, 2010-12

Position count’

Division, office, or special account 2010 2010 2011 2011 2012
(budgeted) (ending) (budgeted) (ending) | (budgeted)

Board Members 88 88 89 90 115
Secretary 51 51 51 53] 53
Research and Statistics 296 296 324 325 341
International Finance 115 115 124 124 129
Monetary Affairs 95 103 112 110 120
Office of Financial Stability Policy and Research 12 12 14 19
Bank Supervision and Regulation 283 283 328 347 383
Consumer and Community Affairs 120 120 95 99 103
Legal 86 86 94 94 99
Reserve Bank Operations and Payment Systems 138 138 151 154 154
Staff Director? 48 48 49 50
Information Technology 353 353 369 369 397
Management® 517 517 533 534 529
Total, Board operations 2,190 2,210 2,331 2,363 2,442
Office of Inspector General 61 65 85 85 113

Note: Includes only those divisions, offices, and special accounts that have authorized position counts.

N

other divisions.

@

student aide programs that assist divisions Boardwide.

...Not applicable.

Interns are not included in the numbers for positions or employment.
Effective January 1, 2012, the Office of Staff Director was abolished, and functions of that office were reallocated to

The counts (budgeted and ending) for 2010 and 2011 include positions for cooperative education, worker trainee, and






Appendix C

Expenses and Employment at the -
Federal Reserve Banks —

Table C.1. Operating expenses of the Federal Reserve Banks, by district, 2011 and 2012

Thousands of dollars, except as noted

Percent change

2012

District (buzdgged) (azc%;l) (bu%jogged) 23;;:1;;2? l budgeted

with 2011 compared

budgeted with 2011
actual
Boston 173,988 164,755 177,695 -5.3 79
New York 808,668 795,678 846,686 -1.6 6.4
Philadelphia 163,181 159,716 181,300 -2.1 13.5
Cleveland 182,753 183,919 158,538 0.6 -13.8
Richmond 324,123 330,287 342,050 1.9 36
Atlanta 326,549 308,839 314,765 -5.4 1.9
Chicago 291,191 284,365 307,244 -2.3 8.0
St. Louis 236,880 219,230 234,550 -7.5 7.0
Minneapolis 159,059 156,791 172,357 -1.4 9.9
Kansas City 186,130 182,609 195,114 -1.9 6.8
Dallas 205,545 198,813 206,961 -3.3 41
San Francisco 293,164 276,319 304,027 -5.7 10.0
Total 3,351,230 3,261,321 3,441,287 -2.7 5.5

Note: Excludes capital outlays and pension expenses as well as assessments for the Board of Governors operating
expenses, currency costs, the Consumer Financial Protection Bureau, and the Office of Financial Research. Includes
expenses budgeted by Federal Reserve Information Technology and the System’s Office of Employee Benefits that are
chargeable to the Reserve Banks. Reflects all redistributions for support and allocations for overhead. Components may
not sum to totals and may not yield percentages shown because of rounding.
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Table C.2. Employment at the Federal Reserve Banks, by district, and at FRIT and OEB,
2011 and 2012

Average number of personnel

Amount change
2012
District (bu%i(g)gged) (azc%;l) (bu%%:a%ed) 23;,111;;::; ! Cb(;’rﬁg‘;ﬁ‘é
"g:}ggi?; | wih o1

actual

Boston 929 903 968 -27 65

New York 3,205 3,136 3,254 -70 119

Philadelphia 873 868 917 -5 49

Cleveland 1,302 1,167 973 -135 -193

Richmond 1,538 1,493 1,506 -45 14

Atlanta 1,648 1,607 1,593 -40 -14

Chicago 1,358 1,340 1,425 -18 85

St. Louis 979 956 1,006 =22 50

Minneapolis 1,036 1,035 1,109 -1 74

Kansas City 1,262 1,275 1,343 14 68

Dallas 1,290 1,239 1,340 -50 100

San Francisco 1,546 1,516 1,568 -30 52

Total, all districts 16,965 16,535 17,003 -430 468
Federal Reserve Information

Technology (FRIT) 965 1,072 1,048 107 -23

Office of Employee Benefits (OEB) 49 47 51 -3 4

Total 17,979 17,653 18,102 -326 449

Note: The term average number of personnel (ANP) describes levels and changes in employment. ANP is the average
number of employees in terms of full-time positions for the period. For instance, a full-time employee who starts work
on July 1 counts as 0.5 ANP for that calendar year; two half-time employees who start on January 1 count as 1 ANP.
Components may not sum to totals and may not yield variances shown because of rounding.
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Table C.3. Operating expenses of the Federal Reserve Banks, FRIT, and OEB, by
operational area, 2011 and 2012

Thousands of dollars, except as noted

Percent change
2012
) 2011 2011 2012 2011 actual
Operational area (budgeted) (actual) (budgeted) | compared b“dgete‘é
with 2011 | Compare
budgeted with 2011
actual
Monetary and economic policy 538,422 532,326 552,149 -1 37
Services to the U.S. Treasury and other
government agencies 471,132 459,129 474,653 -2.5 34
Services to financial institutions and
the public 989,600 954,111 985,700 -3.6 33
Supervision and regulation 934,216 917,438 1,032,540 -1.8 12.5
Fee-based services to financial
institutions 417,860 398,317 396,244 -4.7 -0.5
Total 3,351,230 3,261,320 3,441,287 -2.7 5.5

Note: Excludes capital outlays and pension expenses as well as assessments for the Board of Governors operating
expenses, currency costs, the Consumer Financial Protection Bureau, and the Office of Financial Research. Includes
expenses budgeted by Federal Reserve Information Technology (FRIT) and the System’s Office of Employee Benefits
(OEB) that are chargeable to the Reserve Banks. Reflects all redistributions for support and allocations for overhead.
Components may not sum to totals and may not yield percentages shown because of rounding.

Table C.4. Employment at the Federal Reserve Banks, and at FRIT and OEB, by
operational area, 2011 and 2012

Average number of personnel

Amount change
2012
) 2011 2011 2012 2011 actual
Operational area (budgeted) | (actua) | (budgeted) | compared b“dgete‘é
with 2011 | compare
budgeted with 2011
actual
Monetary and economic policy 1,188 1,179 1,236 -9 57
Services to U.S. Treasury and other
government agencies 1,212 1,114 1,104 -97 -10
Services to financial institutions and
the public 2,741 2,646 2,625 -95 -21
Supervision and regulation 3,397 3,339 3,688 -58 349
Fee-based services to financial institutions 975 910 803 -64 -107
Support and overhead 8,466 8,464 8,645 -2 181
Total 17,979 17,653 18,102 -326 449

Note: Table has been recategorized from previous years. Average number of personnel dedicated to a specific
operational area have been included in the associated operational area; as a result, the 2011 budgeted amounts have
been restated. Components may not sum to totals and may not yield variances shown because of rounding.

FRIT Federal Reserve Information Technology; OEB Office of Employee Benefits.
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Table C.5. Expenses of the Federal Reserve Banks for salaries of officers and
employees, by district, and of FRIT and OEB, 2011 and 2012

Thousands of dollars, except as noted

Percent change
2012
Disirict (bu%i%l:led) (.igl;n (buzd%ged) 23;,:1;;::; ! é’:n‘ig‘;t;%
"g:}ggi?; 4| with o1
actual
Boston 86,922 84,777 93,025 -2.5 9.7
New York 379,288 365,012 391,840 -3.8 73
Philadelphia 70,226 68,986 73,300 -1.8 6.3
Cleveland 89,355 82,428 77,641 -7.8 -5.8
Richmond 123,910 119,192 124,428 -3.8 44
Atlanta 135,822 133,293 136,027 -1.9 21
Chicago 123,300 120,656 134,012 =2: 1.1
St. Louis 79,658 76,978 83,509 -3.4 8.5
Minneapolis 75,044 74,054 80,880 =113 9.2
Kansas City 92,575 90,607 97,926 -2.1 8.1
Dallas 87,723 82,931 89,858 -5.5 8.4
San Francisco 150,153 144,788 154,645 -3.6 6.8
Total, all districts 1,493,974 1,443,702 1,537,092 -3.4 6.5
Federal Reserve Information
Technology (FRIT) 96,042 103,738 103,692 8.0 0.0
Office of Employee Benefits (OEB) 6,482 6,296 6,823 -2.9 8.4
Total 1,596,498 1,553,737 1,647,608 -2.7 6.0

Note: Components may not sum to totals and may not yield percentages shown because of rounding.
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Table C.6. Capital outlays of the Federal Reserve Banks, by district, and of FRIT and
0EB, 2011 and 2012

Thousands of dollars, except as noted

Percent change

2012

District (bu%geled) (azc({l;I) (bu%i%lafed) 23;,:,;:::: | budgeted

with 2011 | compared

budgeted with 2011
actual
Boston 22,558 14,359 29,573 -36.3 106.0
New York 128,183 66,523 122,319 -48.1 83.9
Philadelphia 12,731 11,894 15,181 -6.6 27.6
Cleveland 13,781 8,493 14,471 -38.4 70.4
Richmond 18,311 10,834 21,797 -40.8 101.2
Atlanta 27,754 17,102 19,081 -38.4 11.6
Chicago 31,446 17,716 39,384 -43.7 122.3
St. Louis 19,418 11,911 8,378 -38.7 -29.7
Minneapolis 16,110 13,790 15,401 -14.4 11.7
Kansas City 1,233 4,794 7,160 288.7 49.4
Dallas 18,676 15,285 13,385 -18.2 -12.4
San Francisco 34,402 21,936 43,393 -36.2 97.8
Total, all districts 344,603 214,636 349,523 -37.7 62.8

Federal Reserve Information

Technology (FRIT) 70,687 48,267 53,727 -31.7 11.3
Office of Employee Benefits (OEB) 2,300 2,123 950 -1.7 -55.3
Total 417,590 265,025 404,200 -36.5 52.5

Note: Components may not sum to totals and may not yield percentages shown because of rounding.
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Table C.7. Capital outlays of the Federal Reserve Banks, FRIT, and OEB, by asset
classification, 2011 and 2012

Thousands of dollars, except as noted

Percent change
2012
Asset classification (bu%gele 9 (azc(il;l) (buzd%ged) 2[?()1“11 ;acrt:(?l gs r?,l % :E, Z %
‘f)’gggze?;; with 2011
actual
Equipment 96,409 70,288 88,182 =274 25.5
Furniture, furnishings, and fixtures 28,818 15,255 27,198 -47.1 78.3
Building 117,296 68,916 103,677 -41.2 50.4
Building machinery and equipment 47,680 15,214 31,522 -68.1 107.2
Software 125,962 93,113 148,475 -26.1 59.5
Other! 1,425 2,239 5,145 571 129.8
Total 417,590 265,025 404,200 -36.5 52.5

Note: Components may not sum to totals and may not yield percentages shown because of rounding.
1 Qther includes land and other real estate, leasehold improvements, and art.
FRIT Federal Reserve Information Technology; OEB Office of Employee Benefits.
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Appendix D

Maps of the Federal Reserve Systent

Notes

The Federal Reserve officially identifies Districts by number and Reserve
Bank city (shown on both pages) and by letter (shown on the next page).

In the 12th District, the Seattle Branch serves Alaska and the San Francisco
Bank serves Hawaii.

The System serves commonwealths and territories as follows: the New York
Bank serves the Commonwealth of Puerto Rico and the U.S. Virgin Islands;
the San Francisco Bank serves American Samoa, Guam, and the Common-
wealth of the Northern Mariana Islands. The maps show the boundaries
within the System as of year-end 2011.

Federal Reserve Districts by Number and City

9 1
MinneapoLis Il 2 BosTon
12 CHICAGZ. ‘ 3 .. New York
I San Francisco 10 PHILADELPHIA
Kansas City [l RICH’OND
5

6 m
1 1 . ATLANTA

ALASKA
HAWAII

M Federal Reserve Bank city; E3 Board of Governors of the Federal Reserve System, Washington, D.C.



46

Annual Report: Budget Review

ral Reserve Banks and Branches by District

5— .
VE Pittsburgh Balllmo;e .
N PA \'\/"l_}
cT PA /NJ / P vl
'] | ‘<—wv W /NC
NH. .+ X cinnati ® Charlotte
MA / DE
NY
T~ B sc
BosTon NEw York PHILADELPHIA CLEVELAND RicHmMoND
6-F : 7=G 8—H
e@Nashville
TN =
KY
Birmingham | wi M N
()
= Detroit® ouisville
GA 1A
e . —_ -« N
A Jacksonville L ®N\emphis
New Orleans j-/ N
Mi.ami
ATLANTA CHicaGo ST. Louis
9-1
MT
ND
@ Helena H
Mi
wi
SD .
MINNEAPOLIS
10-J 12-L
wy
NE
. Omaha @
° MO
KS
Denver u s WA
[ J
W Seattle
Oklahoma City °
[ ]
ok Portland
OR
Kansas City o
11-K -
. .
m Salt Lake City
L] A uT
Elas Houston
° ° ® Los Angeles
San Antonio
HAWAII
AZ
DaLLAs SAN FraNcisco

M Federal Reserve Bank city; @ Federal Reserve Branch city; E3 Board of Governors of the Federal Reserve System,

Washington, D.C.;

— Branch boundary




www.federalreserve.go

0512



http://www.federalreserve.gov

	Cover
	Title
	Contents
	Introduction
	Overview of the Federal Reserve System
	Summary of 2011 Income and Expenditures
	Operational Areas

	Federal Reserve System Budget
	2012 System Budget Initiatives
	Trends in Expenses and Employment
	2012 Capital Budgets

	Board of Governors Budgets
	2012 Budgets
	2011 Budget Performance

	Federal Reserve Bank Budgets
	2011 Budget Performance
	Initiatives Affecting the 2012 Budgets
	2012 Personnel Expenses
	Risks in the 2012 Budgets
	2012 Capital Budgets

	Currency Budget
	Printing of Federal Reserve Notes
	Currency Quality Assurance Program
	Currency Education Program
	Currency Transportation
	Counterfeit-Deterrence Research
	Other Reimbursements to the Bureau of Engraving and Printing

	Appendix AFederal Reserve Budget Processes
	Board of Governors
	Federal Reserve Banks
	Currency

	Appendix BExpenses and Employment at the Board of Governors
	Appendix CExpenses and Employment at the Federal Reserve Banks
	Appendix DMaps of the Federal Reserve System
	Notes

	Back Cover

