
Copyright © 2026 Academic Master. | 1

American National Red Cross Services
Posted on September 17, 2019

Executive Summary
The American National Red Cross is a congressionally chartered nonprofit organization that provides
disaster relief, blood and biomedical services, support to members of the armed forces and their
families, health and safety training, and international humanitarian assistance. The original essay
analyzes financial statements for the year ended June 30, 2015 and identifies changes in investments,
receivables, property, liabilities, contributions, and net assets. Its central conclusion—that financial
performance weakened during that year—requires more careful interpretation because nonprofit
performance cannot be assessed through profit alone. This expanded report preserves the 2015 focus
while explaining nonprofit accounting, liquidity, revenue concentration, restrictions on donations,
pensions, program efficiency, and the organization’s more recent financial scale. (American National
Red Cross)

Mission and Legal Status
The Red Cross received a federal charter in 1905, but the charter does not make it a federal agency
or guarantee annual federal funding. It operates as a nonprofit humanitarian organization within the
International Red Cross and Red Crescent Movement while carrying specific responsibilities under its
congressional charter. Its mission is to prevent and alleviate human suffering in emergencies by
mobilizing volunteers and donors. This mission affects financial analysis because resources are held
to deliver services rather than to maximize distributions to owners. A financially healthy Red Cross
needs sufficient liquidity, reserves, trained staff, volunteers, blood-processing capacity, vehicles,
technology, and facilities to respond before a disaster appeal generates new donations.

Major Service Lines
The organization’s activities are diverse and economically different. Disaster services depend heavily
on contributions and volunteers and can vary sharply with hurricanes, wildfires, floods, and other
emergencies. Biomedical services collect, test, process, and distribute blood products and related
services to hospitals, generating substantial product and service revenue while requiring complex
regulated infrastructure. Service to the Armed Forces supports military personnel, veterans, and
families through emergency communication and care networks. Training services provide first-aid,
CPR, water-safety, and preparedness education. International services support disaster response,
disease prevention, and family-linking activities. Understanding these lines is necessary because
revenue, cost structure, risk, and restrictions differ across programs. (Internal Revenue Service)
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Nonprofit Financial Statements
A nonprofit statement of financial position resembles a balance sheet, but equity is presented as net
assets rather than shareholders’ equity. Current U.S. nonprofit reporting distinguishes net assets with
donor restrictions from those without donor restrictions. A statement of activities reports changes in
net assets through revenues, gains, expenses, and releases from restrictions. The statement of cash
flows explains operating, investing, and financing movements. Notes disclose donor restrictions,
valuation methods, pensions, leases, commitments, risks, and accounting policies. Financial analysis
should use all these statements together. A decline in net assets may reflect planned use of prior
disaster contributions or investment losses rather than operational failure, while an increase may
reflect restricted funds not available for general use. (National Council of Nonprofits)

Interpreting the 2015 Asset Changes
The original report notes a small decline in current assets, an increase in cash and cash equivalents,
lower investments, slightly lower inventory, and property held for sale. These movements should not
be interpreted automatically as improved inflows or deteriorating operations. Cash can rise because
investments were sold, borrowings changed, or payments were delayed. Investment values can
decline because of market performance, spending, or portfolio rebalancing. Lower inventory may
reflect efficient management, reduced demand, obsolescence, or disruption. Property held for sale
can release capital but may also reduce operational capacity. The notes to the 2015 audited
statements are necessary to identify the cause, classification, and materiality of each movement.

Receivables and Contribution Promises
Nonprofit receivables may include amounts due from hospitals for biomedical products, government
contracts, pledges from donors, and other service arrangements. A decline in the allowance for
doubtful accounts does not by itself prove that economic benefits are flowing smoothly. It may reflect
improved collection, a different customer mix, changed estimates, or write-offs of previously reserved
balances. Long-term contribution receivables are discounted to present value because payment will
occur in future periods, and the original essay correctly notes that risk-adjusted discount rates were
used. Analysts should examine aging, concentration, collection history, donor conditions, and
subsequent receipts. A large pledge can strengthen reported assets while providing little immediate
cash for emergency operations.

Investments and Fair-Value Risk
Investments are important because reserves support readiness, pensions, donor-restricted purposes,
and operations during periods when contributions or service revenue fluctuate. Fair-value accounting



Copyright © 2026 Academic Master. | 3

means that changes in market prices can affect reported net assets even when the organization has
not sold the securities. A twenty-two percent decline in an investment balance could reflect spending,
transfers, or classification as well as market loss, so the composition of the portfolio and cash-flow
statement must be reviewed. Appropriate investment governance balances return with liquidity,
preservation, donor restrictions, and reputational considerations. Concentration, credit risk, duration,
and market volatility matter because humanitarian obligations continue even when financial markets
perform poorly.

Liabilities, Debt, and Retirement Obligations
The original analysis identifies current debt, accounts payable, leases, pension, and post-retirement
benefits. Lower long-term debt can strengthen flexibility, but repayment may consume cash needed
for programs. Accounts payable should not be treated as an expense; it is a liability representing
amounts owed for goods or services already received. Expenses appear in functional categories on
the statement of activities. Pension and post-retirement obligations can become significant because
they depend on discount rates, expected returns, workforce assumptions, and healthcare costs.
Analysts should compare funded status, required contributions, maturity schedules, and unrestricted
liquidity. A nonprofit may appear asset-rich while facing obligations that limit its ability to redirect
resources during an emergency.

Revenue Sources and Concentration
Red Cross funding comes from products and services, contributions, investment income, grants,
contracts, and other sources. The mix matters because each source responds differently to economic
and operational conditions. Contributions can surge after visible disasters but decline when public
attention fades. Biomedical revenue depends on hospital demand, collections, regulation,
competition, and cost. Government grants and contracts may be restricted to specified activities and
subject to compliance requirements. The original essay correctly notes lower corporate, foundation,
and individual giving in 2015, but one year of decline should be compared with disaster cycles and
designated-fund releases. Revenue diversity reduces dependence, although complexity also increases
administrative and compliance responsibilities.

Expenses by Function
Nonprofits report expenses by both natural category and function. Natural categories include salaries,
supplies, occupancy, travel, depreciation, and professional services. Functional categories commonly
include programs, management and general administration, and fundraising. The original statement
that accounts payable and accrued expenses were the largest expenses confuses a balance-sheet
liability with an expense classification. Fundraising cost is relevant, but a low percentage is not
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automatically evidence of effectiveness. Excessively cutting fundraising may reduce future donations,
while weak administration can damage safeguarding, cybersecurity, financial control, and program
quality. Analysis should examine cost per service outcome, trends, allocation methods, and whether
support functions are adequate for the risks managed.

Liquidity and Emergency Readiness
Liquidity is especially important for a disaster-response organization because it may need to deploy
people and supplies immediately. Useful measures include cash and short-term investments available
for general expenditure, operating cash flow, current liabilities, days of cash on hand, and access to
credit. Restricted donations cannot always be used for unrelated emergencies, so total cash may
overstate flexibility. Conversely, a large reserve is not necessarily excessive when it supports
unpredictable national operations, blood infrastructure, and pension obligations. The organization
should disclose how reserves are governed and what portion is committed, restricted, or available.
Financial resilience should be connected to service readiness rather than judged through a single
current ratio.

Audit and Internal Control
The 2015 statements were audited by KPMG, but an unmodified audit opinion does not guarantee that
the organization is efficient, free from fraud, or successful in every program. The auditor provides
reasonable assurance that the financial statements are free from material misstatement under the
applicable reporting framework. Governance remains responsible for strategy, internal control,
compliance, safeguarding, and use of donor funds. Because the Red Cross handles money, blood
products, personal information, volunteers, and emergency procurement, its control environment
must address segregation of duties, cybersecurity, inventory custody, grant compliance, vendor
selection, and whistleblower reporting. Financial transparency is part of public trust, but it works only
when disclosures are understandable and timely. (American Red Cross, “2025 Audited Financial
Statements”)

Recent Scale and Financial Context
The organization’s financial scale has changed since 2015. The American Red Cross reported fiscal-
year 2025 operating revenues and gains of approximately $3.96 billion, operating expenses of about
$3.33 billion, and net assets of roughly $4.12 billion. It stated that products and services generated
most operating revenue, with contributions providing another major share. These figures should not
be compared mechanically with the original essay’s amounts without checking classification, inflation,
organizational changes, and the disasters occurring in each period. They do show why the Red Cross
should be analyzed as both a humanitarian nonprofit and a large operational network whose
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biomedical and training activities generate substantial earned revenue. (American Red Cross, “Fiscal
Year 2025 Annual Report”)

Assessing Performance
A balanced nonprofit scorecard should combine financial and mission indicators. Financial measures
include unrestricted liquidity, operating cash flow, reserve adequacy, debt, investment risk, pension
funding, fundraising efficiency, and revenue concentration. Mission measures include disaster
response time, households assisted, blood availability, safety, training outcomes, volunteer capacity,
beneficiary experience, and equity of access. The organization should also examine whether
restricted funds are used as intended and whether long-term recovery commitments are met. A year
with lower net assets may still represent strong performance if resources were deployed effectively
for emergencies. A year with a surplus may be weak if essential services were delayed or risk controls
failed.

Conclusion
The American National Red Cross cannot be evaluated like a profit-seeking corporation. Its financial
statements show the resources, restrictions, obligations, and operating results that support a
humanitarian mission. The 2015 figures indicated pressure on contributions and net assets, lower
debt, changes in investments, and shifts in working capital, but several original interpretations
confused accounting categories or inferred causation from percentage changes alone. Strong analysis
reads the notes, separates restricted and unrestricted resources, examines cash flow, and connects
finances with readiness and service outcomes. Recent reports demonstrate a multibillion-dollar
organization funded largely through products and services and contributions. Financial health matters
because humanitarian promises are credible only when resources remain available, controlled, and
deployable. (Financial Accounting Standards Board)
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