American Red Cross IRS Form 990 for Fiscal Year 2015
A Note from the CFO

The American Red Cross is committed to transparency and has posted its Form 990 on its public website, www.redcross.org, as it has done in previous years. The 2014 IRS 990 Form covers Red Cross fiscal year 2015, which ran from July 1, 2014 – June 30, 2015. However, salaries and compensation are recorded in the Form 990 based on calendar year 2014.

Continuing our practice of full disclosure, I wanted to highlight some important facts.

Negative change in total net assets from $1.961 billion in FY2014 to $1.594 billion in FY 2015:
 
Red Cross total net assets declined in FY15 for several reasons. First, our contributions dipped by nearly $119 million, driven largely by the lack of headline-grabbing disasters. Second, our Biomedical Services revenues fell by $92 million, due to an industry-wide decline in demand for blood. In addition, our total pension liability rose to $615 million, up from $455 million in FY14, due mainly to changes in mortality tables developed by the Society of Actuaries. We, like other employers with defined benefit pension plans, are required to use these updated mortality tables. The impact of these tables, which assume longer life expectancies for plan beneficiaries, result in an increase in liabilities for financial reporting purposes. Finally, the FY15 non-operating investment gains/losses dropped by around $152 million. Though partially offset by reductions in operating expenses of more than $165 million, these factors led to our $367 million drop in net assets. 

Red Cross continues to spend an average of 91 cents of every dollar on its programs:  

While the ratio of program expense to management/general and fundraising varies slightly from year to year, over time, an average of 91 cents of every dollar the Red Cross spends is invested in humanitarian services and programs. For FY15, the Red Cross reported a combined $298.9 million on supporting services to the IRS, of which $118.0 million related to management/general support services and $180.9 million related to fundraising costs. This represents 10.4 percent of total Red Cross operating expense, which means that 89.6 cents of every Red Cross dollar that was spent was invested in mission related programs for FY15. 

Red Cross executive compensation levels are in line with other top not-for-profits: 

Red Cross compensation levels are in line with other top not-for-profits and are intended to attract talented executives in a competitive marketplace while ensuring responsible stewardship of donor dollars and other revenues. 
· The base salary for Gail McGovern, Red Cross President and CEO, has remained $500,000—without any salary increase—since she joined the Red Cross in 2008. This is considered in the middle range for executives of large non-profits like the Red Cross, an organization with an overall budget of $2.7 billion a year.
· The Red Cross Board Chairman and members of the Board of Governors are volunteers and are unpaid for their board services. The Red Cross had nearly 330,000 volunteers nationwide last year.
· Compensation of senior national headquarters executives was reviewed and approved by the Compensation and Management Development Committee of the Board of Governors. This committee is independent of the organization’s management.
· In keeping with best practices for executive compensation, the Board’s Compensation and Management Development Committee engaged an outside consulting firm to provide market compensation data and evaluations, and to tie executive compensation directly to the achievement of results. This process remains in place. 
· Compensation figures in the Form 990 reflect the competitive marketplace for top not-for-profit executives typical of a tier-1 market like Washington, D.C.
