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Independent Auditors’ Report

Board of Governors
The American Red Cross:

We have audited the accompanying statement of revenue collected and expenses paid of the
American Red Cross — Liberty Disaster Relief Fund (the Fund) for the period September 11,
2001 (date of inception) to October 31, 2001. This financial statement is the responsibility of
the management of the American Red Cross. Our responsibility is to express an opinion on
this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the statement of revenue collected and expenses
paid is free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statement. An audit also includes
assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

As discussed in Note 1, the Fund is an unincorporated operating segment of the American
Red Cross. The accompanying financial statement may not be indicative of the revenue
collected and expenses paid that would have been achieved if the Fund operated as an
unaffiliated organization.

As described in Note 2, this financial statement was prepared on the basis of cash receipts
and disbursements, which is a comprehensive basis of accounting other than generally
accepted accounting principles.

In our opinion, the financial statement referred to above presents fairly, in all material
respects, the revenue collected and expenses paid of the American Red Cross — Liberty

Disaster Relief Fund for the period September 11, 2001 (date of inception) to October 31,
2001, on the basis of accounting described in Note 2.
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January 18, 2002



American Red Cross
Liberty Disaster Relief Fund
Statement of Revenue Collected and Expenses Paid
Period September 11, 2001 (date of inception) to October 31, 2001

(In thousands)

REVENUE COLLECTED:

Contributions to the Liberty Disaster Relief Fund $ 477,696

Interest Income 777
TOTAL REVENUE COLLECTED 478,473
EXPENSES PAID:

Immediate Relief 24,812

Family Gift Program 38,017

Direct Support Costs 3,115
TOTAL EXPENSES PAID 65,944
EXCESS OF REVENUE COLLECTED OVER EXPENSES PAID $ 412,529

See accompanying notes to Statement of Revenue Collected and Expenses Paid.
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American Red Cross
Liberty Disaster Relief Fund
Notes to Statement of Revenue Collected and Expenses Paid
October 31, 2001

Investments

Amounts in the Fund are invested in money market funds fully backed by the U.S.
Treasury. This type of investment shields the Fund from marketplace volatility while
ensuring liquidity for continuing relief needs. The Fund may also invest directly in
Treasury securities if there is determined to be an interest rate advantage over the
money market funds. Investment income is credited to the Fund to help offset direct
support costs.

Related Party Transactions

Fund disbursements are only for those activities approved by the Board of Governors, as
described in Note 1. Affiliated segments of the Red Cross, such as chapters, may incur
costs locally that qualify as a Fund activity. In these instances, Fund reimbursements
to chapters for such costs are reported in the Statement as Immediate Relief or Direct
Support Costs.

Indirect salaries, facilities costs, computer time, and other costs of both national and
chapter senior management who have spent time devoted to Fund activities are not
charged to the Fund, nor is any value attributed as a charge to the Fund for the time of
volunteers who have assisted in providing the services offered through the Fund.

Use of Remaining Funds

The excess of revenue collected over expenses paid remaining after near-term needs are
met will be devoted to long-term recovery and assistance to individuals directly affected
by the September 11, 2001 terrorist attacks. An initial plan for long-term assistance is
expected to be announced in January 2002. The long-term plan may be subject to future
revisions by the Board of Governors, as the assessment of individual needs continues to
evolve.
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