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Action Requested

Staff requests that the Board approve the following;

L.A $t559 96 million operating budget for 2013, which includes 2,540 autherized
asitions
. Eo. $16.83 million sin 1%9 year capital budget for 2013
3.. A increase of $261.18 millien in multi-year capital funds

Summary

Beginning last gear the Board teok a different approach to stfate%ie planning, intensively

eﬁgagmg with division diractors to elicit a more pracise focus on the most significant strategie

and organizational challenges facing the

Board 1n achieving its expanded mission in

an era of cost consciousness and budgetary | N |
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next four years. For each theme, the ECB alse recommended the resource investmenis that the
Board should make in terms of personnel, data, facilities, and operational changes. Reeognizing
the fiscal reality in which the Board operates, the ECB developed a sixth theme that puts Torward
an overall cost control strategy and reduces future budgetary growth. The Board approved the
strategic framework, including the associated resource requirements, in june of this year.

Developing the 2013 budget was the first step toward ima?lemeﬂtiﬂg the strategie framework’s
oals and ebg_eetives_. Staff from the Division of Financial Management's (DFM's) Blanning and
udget function reviewed budget requests submitted by divisions and offices, ineluding

Efapas_ed initiatives and potential savings. The Chief Operating Officer (€60) and Chief
inancial Officer d{@ﬁ@) subsequently met with the Administrative Gevernor and the ECB 1o

further review and refine the budget submissions. As discussed mere fully in the seetiens of this

femo that fellew, this process was greunded in the direction set by the strategic framewerk as
well as the resource constralnts impesed by that framewerk,

The bud%et requests included in this memorandum represent senior management's eoliective
judgement of the reseurces nacessary to continue the Board's current eEe_faﬂeﬂs and continue 1o
implement the strategic framework's initiatives, The operating budget (including new initiatives
and proposed savings) represents a 9.4 percent increase over the 2012 operating plan, while the
§lﬁ? e year capital budget represents a 36.8 percent decrease in single-year capital funds (see
tabla B’. The significant increase in total multi-year capital projest costs reprasents the funding
required {6 implement the strategie framework's two major capltal initiatives: relocating the
Beard's data center and renavating the Martia Building,

Current Services Budget

The proposed operating budget of $559.96 million includes $545,31 million to fund the Board's
eﬁ_ﬁ@iﬂg operations gh_e current services budget). Personned services costs aceount for §22.42
million of the growth in the base budget: incfeases in goods and services total $11.12 million.
Table 2 shows the drivers with the most significant impact on the 2013 base budget. 1ncreases
for salaries reflact the full-year 1mgaet of 116 pesitions

added in 2012 and approximately $2.8 million te fund the 3
percent merit increase approved by the Board earlier this  peet

get drivers:Personnel:Salaries

ri¢Hers:Personnel:Benefits

year. Benefits-related increases afe due, in part, to changes iﬁ

Y
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IR salaries but are alse the result of actuarial adjustments K S7 BRI

due to changes 1A diseount rates and demegfapl‘ms. %%gﬁgi{g‘ﬁ(%%e %ﬁg B
aSe budget arivers,Gagds and services:

The Coniractual Profegsional Services (CPS) account “53124;@9”3@%5?3 Jsssnis

includes an increase of $10.42 million tor the Survey of %Eﬁ%aﬂ@%ﬁ ggfs and services:

Consumer Finanges, which is eonducted every third year,  psAaanisise © FE8

ﬁHfﬁg. ay not sum to totals

Depreciation is higher in 2013 by $2.47 million, primaril i
due to a change in acceunting for leaseheld improvemens;
the inerease i offset by a related decrease in fental

expense. The planned relocation of the Beard's data center
alse resulted in an aceelerated deFfeeiauaﬂ schedule, as the

useful fife of some equipment will be less than eriginally anticipated. The $3.42 millien
deerease in the Rentals aceount is due to the change in aceounting for leasehold improvements



noted above as well as a reallacation of expenses from the Board’s budget te the budget for the
Office of Inspector General(@d&g(footnote3TheDoddFrankActdesignatedtheBoard'sOlGasthe
0IG for the Consumer Financial Protection Bureau
ARPRant Rofithnettb CriRd dbelonngd admamdpr dfoessynenenyodiv sl onnatidsoffice was asked to thoroughly
rétietipfuntishp@ie poseidiblndgit aned tdentidyo dreigsertheraspetentad ttavings could be realized. These
ohheteonkiwiereiid oriroirated hnde e letad exessonsyiolippeutedid edsidsin addition, in developing their
buogeghettsg difecty diinbusble to shee@niti e trarstoried ol e G dhidde hedinning iwiDthand febieie) respective base budgets to self
Anpaitefdbehudgei-tormutatian process, every division and office was asked to thoroughly
reV|eW its proposed budget and |dent|f areas where potential savm(%éi could be realized. These
PeAHEHARSWE ﬁ%ﬂl%@ip%am jatedhsy W@;e%lbg&m%@m i 6T J8, de\epHhbleiing:
b&d atﬁ,ethezchwﬁwﬂ& and aeafr@dﬁgﬁtﬁd tynd Shedriespective-hase-hudgeis torselks
ng¥ha6H\dHeSandribHAYaS oard s budget to the OIG (see foonote 3), as well as a
Auﬁ@&meaﬁ dFRIRGIS B ArepOReh A0 APETALIBGH R UEgRE bk divisin:af itog e spesiakacepunt;
SRSANGRICrGORLARS e sammformatlon by account classification. Attachment 1 also reflects
a reallocation of funas from the Board's budget to the OIG (see footnote 3), as well as a
isatiaeadian of funds from the Management Division to the newly created Office of the Chief
perrn Officer and the DFM.
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Initiatives for which funding was elear Jf
framewerk were approved and are inclded in this 20
teleet request: Initiatives not included within the Iy
ra ewor §bud§@f&ry GHVGIG?Q were referred back to the [Tt
qé esting division to either self-fand or identify an ikl
alternative methed of achieving the initiative's objestives:

As a result of this review process, the 2013 bud%et includes $14.66 millien in new initiatives.
Table 3 breaks out the ameuﬂts By aceaunting classification, and table 4 shows the nitiatives by
strategic theme; attachment 3 contains a complete list of initiatives. As the tw tables and the
attachment show, the bulk of the initiatives are for personnel to suppert implementation of
strategic theme 1 (cantinue fuilding Arahus infeastiuatiie dor L6, SUPERLSIGH,
monitoring Hsks t0 financial stabilify) and contractual sUpPOFt oF the data center projest Ader
strateqic theme 3 (establish a medern, safe work environment).
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The budget submission for the Division of Banking Supervision and Regulation included a

request for $1.86 million te collect data in support of slipervisery stress testing and other efforts
related to monitoring markeis and institutions. The request builds
on a similar initiative approved during the 2012 budget process.

Thetme: 1 Desorpiginanciel Although the strategie framework recognizes that data
7B i“?%%@ requirements are likely to increase over the strategic planning
At bt horizen, the framewofk does net contain spacific Tunding for data-
%ﬁ"@m ' ﬁ;oumm related activities outside of the pesitions neaded to support the
g P{é{%%ﬁ;g i data governance initiative. Because the ECB cetlectivel
o Milves Atoun 5 145 supported BS&R's request, the initiative is included in the

division's 2013 budget and a Gei‘f@s?aﬁdlﬁ@ savings tafgie:t has
been added to the “Savings and Reallaeation* ascount. The net
Note: Components may notsum totoras | FASUE 8 that 1mpiemeﬁua%dms iitiative has ne affeet on the
because of ounding. Boeard's averall budget inZDd3tfoomatedd necoststortiseffortare
Bt {neludethdn abiesos nd l B6ABRERIbe SRtk dqatnate) BufiNGent enddpasELEM St to
HoRithe-RHEGal MQRITArHRY And FaVIVGRI QcasSesd e centifinsoifisientanterppistaide savings to
achieve the savings target and will work with the ECB to implement this approach.

Positions

The 2013 initiatives include requests to increase staffing By 72 positions. The increase brings dhe
Board's total authorized pesition count te 2,540. This represents a 2.9 percent increase 6ver
current total autherized pesitions. The requested positions are consistent with the a’spfeved
strategic framework and are Eﬂfﬁaﬂly i sup/geﬁ of the Beard's new finaneial stability and
supervisery mandate under the Dodd-Frank Act. Sixty-nine of the requested positions, |
representing 96 percent of the total inrease, are in the rasearch divisions, Division of Banking
Stipervision and Regulation, the Division 6f Reserve Bank Operations and Payment Sysiems,

and the Legal Division. These pesitions will help the Beard to continue building the _
infrastructure envisioned in strategic theme 1 wisig A0;Hiadisaipliinary ARpiaach diat Lomnines
the skills of econemists, lagal _ex%eﬁ&b guantitative analysts, and fegulatafy 8¥peris. Tha _
remalning three positions are In the Offiee of the Chiet Operating Officer 16 support the sitategic
theme of redesighing data gevernance and management processes to enhance the Board's data
shvirenment; one of the tnres pesitions proviaes for a Aew Chiet Data Officer, Tabla 5 Shews
the surren} and requested pesitians by division, affiee, or spaclal aceount. A listing of requestsd
positions for each initiative 6an be feund in atfachment 3.
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Capital Budget

The Board's capital bud%et gonsists of single-year and multiyear 6 dp@ﬂ%m& Single-year
eapital projects sueh as ardware purchases, copier replacements, and seftware application
Upgf&l %S are p té}aﬁﬁ{% ; Helad 1y i 20 gubn tl .)|V|s||on O?szlgel o S?B%Ia| account

eemp e laﬂ Wl lﬂ e GUHeﬁ colurnl 22013 g )jeC |(\j/e BO umn an (?I latives
budget cycle; multiyear €apital  Division. office. o special account-Boarq NEHOETS

pfﬁj@ﬁﬁ §ueh as bﬂ]id]ﬂ? %813 Objective $ 0 2013 Initiatives $0

3 Adjusted objective $0
reRovatiBns, span several budget Division. office. or special account:Secretary
eye[eg 2013 Objective $ 0.03 2013 Initiatives $0
2013 Adjusted objective $0.03
Th ed 2013 - 2DO|\1/55|82 oftflce$o(r) %%egballsatlzc%un[t Resggrch and Statistics
& propos single-year jective nitiatives
2013 Adjusted objective $0.55
Ga[aital bUd et 6f $10.83 millien i§D|V|5|onJli)Sffe|ce0 ()Jre(s:plgglal account:International Finance

13 Ob 020131 0
for routing eqummeﬁt and softwarg913 O d}ﬁgyevdeo%ectwe dnitatives $

feﬁiaﬁei’ﬁeﬂt& (See table 6). This Division, office, or special account:Monetary Affairs

represents a deerease 6f $6.31 2013 ggﬁgggjeo%?e 2013 Initiatives $0

fﬁl”lﬁﬂ ffﬂfﬁ the 2012 ﬁhﬂﬂéﬂy@ﬁf Division, office, or special account:

I bil | d h bj
capital budges, NO Initiatives Werenancial stabilty Poliey and Research 2013 Objective $0

f eQU%S'E%d fo 2013 that f@gﬂif@d Division, office, or special account:

Banking Supervision and Regulation 2013 Objective $1.72
addlﬂaﬂal §iﬂgi@ yedr fﬂﬂ 2013 In%tlatle/es $0 2013 Adjgsted objective $£ 72

Division, office, or special account:

Table 7 summarizes the Board'’s Cor sumer and Community Affairs 2013 Objective $ 0
multiyear eapital projects. Project Hivi o e ] S 0 URR IV of ounding
increases for the renovation of the gprpenbie Ja%? piiyades related to the Eceles Building
address the engoing need to maintah, HEE 8 %@Jﬁies The C Street barriers and
New York Avenue infrastructiire Uggss “ 9@50 Acfifd Qtag single-year projects,

3 initi Justed objective
Division, offlce or special account:

Financial Management 2013 Objective $ 0
2013 Initiatives $0 2013 Adjusted objective $0
D|V|5|onBoff|ce or speC|aI account

T BRo&6al account:



will be eonverted to multiyear projects without an increase in amount to recognize the lenger
time horizon associated with these two Table 7. Multi year capital Dolars in millons

efforts. Twe multiyear projects (repairs 4o

the Martin Building garage and work on the I-(iadi{ﬁﬁw colimy 1

Eccles Building elevaters) were completed  Eost\vAzek U'Jgii“t
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during 2012 and are ne lenger part of the A T —
Board's multiyear budget. ; g%gs;\g%irgg%ggg%ﬁgE%é%tig%gwumwes

Itigt[ve e pr e bydget $.8,90
The data center relocation and Martin @%&&f%%&%ﬁ%ﬁ%@ nft”'r“a%'&s 398
Building modernization éaf_ejeets are the twe ?#I;réacg 3 %iﬂﬁu eVrVag“)? ﬁHFFm it S5
capital projects described in theme 3 6f the  ZiI1E gﬂ)eacﬁ%éggj“g% fff

_stfate_%i@ framework. Significant investment
in building a new Board data canter and
modernizing the Martin Building will

?\Esefmrobect b S.$0
: ! TJI jatives $0
t l{ 99 ugqr‘g s 2013 Initiatives $0

ter rét 13 Initiatives $0

e e L P L PO L PP N S
=

provide the fe%uired nfrastri6tre 0 e0Rh 70 e %981

sugpaﬁ the data needs of the divisiens and ﬁ%ﬁ:&? T8 ﬁgwgpg?ggmfe budget $040
e£ﬂ8'8§ as w&%&g ad%ﬁ%% SB6UFIty, gﬂg&fgy ;3@%@5 %&r%g ?%% [N'en"vvpmjecmfe budget$ 176
CHIGIENEY, g, SIENEi, ! O Boar operations jr?| féfv%g 80
malntenance coneerns. Capital eosts for 8 e'vﬂrf'jec%é Ldgets fiiRERi

au{amauaﬂ 5“@?8{‘{ af {he humaﬁ f&§8“fee§ Note.: Compomnents may not sum.to totals shown because of rounding..
funetion are Included under theme 4 of the strateglo framework, which focuses 6n eahancing the
Bfa{afd? itaie{nt Management processes to ensure effastive recruitment, develepment, ahd Jelntion
of top talent.

Budget Risks

When the Board approved the 2012-2015 strategic framework, the §ev,emar_s alse approved the
associated reseurce requirements and a budgetary gfawth target that will guide the finaneial
approach for implementing the strategic themes.” Successful B’ achieving the framewsrik’s goals
and ebjectives depends on keeping resources focused on the highest EHQHH&S while increasing
operating efficiencies and reducing administrative burden Consistent with strategic theme 5,
maﬂalgemeﬂt has begun work t6 radesign processes 16 achieve these objectives. However,
astablishing a Rew budget pafad,l%m that strengthens finaneial discipline and creates graater
epporiunities for cost radustions will take time and will raguire sustained cemmitment across all
Paﬁa of the arganization. The budget fermulatien process described earlier in this memo reflasts
he willingnass of sanior management ta werk within the guidelines astablished by the

framewerk, and will need to be carried through budaet exgoution during the coming y?a.f,
Attachment 4 shows the growth in Jha Board’s budget fram 2007 through 2013, as wall as the
growth In expenses thraugh the end af 2012.

Workforce risks to the 2013 budget remain largely eonsistent with risks identified dufigg aiaﬂ'ef
years. In particular, the Board’s ability to attract and retain qualified staff to meet the chatlenges
created by passage of the Dodd-Frank Act and continue te meet the demands 6f ongoing werk
requirements remains a concern, for a variety of reasons. First, the Board will continue te face
challenges in finding and hiring qualified staff because efiﬁefeasm%}y competitive markets in
the fedaral and private sectors. tn addition, divisions and offices will face the challenge of
effectively integrating a large number of positions (72 new) ever the next yaar.



Over the next few years, significant investments in the Board data environment will be
required. The past two budget cycles have included significant requests for additional data in
support of supervisory activities. Although the cost of the new data environment described in
the strategic framework is still being analyzed, additional infrastructure investments (separate
from costs already budgeted for the data center relocation) will be needed for activities such as
integrating data into the new environment, creating a portal interface, and providing user
support. If data management does not become more efficient and effective, staff may
encounter difficulties in obtaining, interpreting, and analyzing the large volumes of data that
new supervisory tools will require.

As part of the strategic framework, the Board approved its two largest capital projects in recent
years — the renovation of the Martin Building and the relocation of the data center. Although
the Board has retained consultants to assist in these efforts and has capable staff with
experience dealing with complex projects, both initiatives will require careful monitoring given
their size and critical importance, as well as the continued public focus on Board operations.



Board operating budget by division, office, or special account Dollars in millions
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Board operating budget by account Dollars in millions

Heading row column 1 Accounting classification column;2 2012 Op-Plan
column 3 2013 Base budget before repllocations column 4 OIG

column 5 2013 Base budget column § 2013 Initiatives

column 7 2013 Budget end heading row

Salaries Op-Plan $ 292.09 2013 Base|budget before reallocations $/306.54
OIG $ (0.36) 2013 Base budget $ 306.18 2013 Initiatives $ 8.08
2013 Budget $ 314.26
Retirement/Thrift Plans Op-Plan $ 38.09 2013 Base budget before reallocations $ 42.53
OIG $ (0.05) 2013 Base budget $42.47 2013 Initiatives $ 0.84 2013 Budget $43.32
Employee Insurance Op-Plan $ 24.43 2013 Base budget before reallocations $ 28.39

$ (0.03? 2013 Base budget $28.36 2013 Initiatives $ 0.56 2013 Budget $28.92
Subtotal, Salaries and Benefits Op-Plan $ 354.60
2013 Base budget before reallocations $ 377.46 OIG $ (0.44) 2013 Base budget $377.02
2013 Initiatives $ 9.48 2013 Budget $386.50
Pogtage and Shipping Op-Plan $ 0.75 2013 Base budget before reallocations $ 0.66
30 2013 Base budget $0.66 2013 Initiatives $ 0 2013 Budget $0.66
Travel Op-Plan $ 13.41 2013 Base budget before reallocations $ 13.99
OIG $ 0 2013 Base budget $13.99 2013 Initiatives $ 0.24 2013 Bud(];et $14.23
Telecom m unications Op-Plan $ 6.88 2013 Base budget before reallocations $ 7.00
$ (0.06) 2013 Base budget $6.94 2013 Initiatives $ 0.50 2013 Budget $7.44
inting and Binding Op-Plan $ 2.27 2013 Base budget before reallocations $ 2.41
$ 0 2013 Base budget $2.41 2013 Initiatives $ 0- 2013 Budget $2.41
Publications Op-Plan $ 0.65 2013 Base budget before reallocations $ 0.64
OIG $ 0 2013 Base budget $0.64 2013 Initiatives $ 0 2013 Budget $0.64
Stationery and Supplies Op-Plan $ 1.65 2013 Base budget before reallocations $ 1.56
OIG $ 0 2013 Base budget $1.56 2013 Initiatives $ 0 2013 Budget $1.56
Software Op-Plan $ 11.61 2013 Base budget before reallocations $ 11.97
OIG $ 0 2013 Base budget $11.97 2013 Initiatives $ 0.08 2013 Budget $12.05
Funniture and Equipment Op-Plan $ 8.92 2013 Base budget before reallocations $ 9.42
OIG $ 0 2013 Base budget $9.42 2013 Initiatives $ 0.28 2013 Budget $9.70
Rentals Op-Plan $ 16.09 2013 Base budget before reallocations $ 15.01 OIG $ (2.34)
2013 Base budget $12.67 2013 Initiatives $ 0.09 2013 Budget $12.76
Bopks and Subscriptions Op-Plan $ 1.13 2013 Base budget before reallocations $ 1.14
OIG $ 0 2013 Base budget $1.14 2013 Initiatives $ 0 2013 Budget $1.14
Utilities Op-Plan $ 3.90 2013 Base budget before reallocations $ 3.90
OIG $ 0 2013 Base budget $3.90 2013 Initiatives $ 0 2013 Budget $3.90
Repairs and Alterations Op-Plan $ 3.11 2013 Base budget before reallocations $ 2.99
OIG $ 0 2013 Base budget $2.99 2013 Initiatives $ 0 2013 Budget $2.99
Repairs and Maintenance Op-Plan $ 2.45 2013 Base budget before reallocations $ 2.94
OIG $ 0 2013 Base budget $2.94 2013 Initiatives $ 2013 Budget $2.94
ARC Expense/Research and Statistics Op-Plan $ 0.85
2013 Base budget before reallocations $0.96 OIG $ 0

20 2 Paca bhrdast O 0L 2012 Initiativac @ N 2N12 Paid
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ARC ncome/Research-and -Statistics Op-Plan $ (0 85)
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2013 Base budget before reallocations §(0.96) OIG $ 0 2013 Base budget $(0.96)
2013 Initiatives $ 0 2013 Budget $(0.96)
Contingency Processing Center Op-Plan $ 1.39
2013 Base budget before reallocations $ 1.35
OIG $ 0 2013 Base budget $1.35 2013 Initiatives $ 0 2013 Budget $1.35
Contractual Professional Services Op-Plan $ 56.58 2013 Base budget before
reallocations $ 69.02 OIG $ 0 2013 Base budget $69.02 2013 Initiatives
$2.75 2013 Budget $71.77
Interest Expense Op-Plan $ 0.08 2013 Base budget before reallocations $ 0.04
OIG $ 0 2013 Base budget $0.04 2013 Initiatives $ 0 2013 Budget $0.04
Tuition Op-Plan $ 4.63 2013 Base budget before reallocations $ 4.78 OIG $ (0.06)
2013 Base budget $4.72 2013 Initiatives $ 0.14 2013 Budget $4.86
Subsidies and Contributions Op-Plan $ 0.84 2013 Base budget before
reallocations $ 0.78 OIG $ 0 2013 Base budget $0.78
2013 Initiatives $ 0 2013 Budget $0.78
All Other Op-Plan $ 6.35 2013 Base budget before reallocations $ 4.97
OIG$ (0.055 2013 Base budget $4.93 2013 Initiatives $ 0 2013 Budget $4.93

Budget Reallocation and Savings Op-Plan $ 0.63 2013 Base budget before reallocations $ 0

OIG $ 0 2013 Base budget $0 2013 Initiatives $ 0 2013 Budget $0

Depreciation/Am ortization Op-Plan $ 20.51 2013 Base budget before reallocations $ 23.68

OIG $ (0.70) 2013 Base budget $22.98 2013 Initiatives $ 1.09 2013 Budget $24.07
Income Op-Plan $ (6.65) 2013 Base budget before reallocations $ (6.45) OIG $ 0
2013 Base budget $(6.45) 2013 Initiatives $ 0 2013 Budget $(6.45)

IT User Charge Op-Plan $ 33.84 2013 Base budget before reallocations $ 36.18
OIG $ 0 2013 Base budget $36.18 2013 Initiatives $ 0 2013 Budget $36.18

IT Income Op-Plan $ (33.83) 2013 Base budget before reallocations $ (36.46)

OIG $ 0 2013 Base budget $(36.46? 2013 Initiatives $ 0 2013 Budget $(36.46)
Subtotal Goods and Services Op-Plan $ 157.16 2013 Base budget
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2013 Initiatives Dollars in millions
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Board expense and budget trends

2012 expenses are projected based on actual expenses through October plus
budgeted expenses for November and December.




