EMERGING YRENDS IN THE FY 2001 OPERATION OF CHAPTERS

peress the country dunug fiscal
ds that should beip

Audit Services periormea over 30 audits at ke 0SS chaptemn
year 200). The consolidated results of these zudits revealed @
identify internal conwol marters and key business nisks for our chaptz

Analysis reveals that the prevalent variables creating such rends are the limited resources of

_our ghaprers and the lack of appropriate volunteer governance or managerent oversight. While
we acknowledge these factors are difficult to overcome, we also know many chapters have
surmounted these chalienges and succeeded. Every chapter has an obligation to make the effort
to ensure ¢ffective operations and thus maintain the trust of the American people.

The fiscal year 2001 trends are provided with recommended solutions for improvement and
resource coniacts at national headquarters. The manner in which you elect to implement the
suggestions will depend on your chapter's unique circumstances. Additional reference and
resource materizls are included at the conclusion of this document.

Best practices continue to indicate that the use of this tool will help improve the efficiency and
effectiveness of a chapter's operations. Audit Services has other useful tools available at its
website ob CrossNet (i.e., hitps./corpweb redcross.orpfaudivrefeenvind=x himl}. In addition, each
chapter should develop business processes that answer the following questions: "How do we
prevent these situations ftom occurring in the fuwre?" and "How do ensure that our solutions
are sustairable?’ The processes should be "built in" as opposed te "built on" and should be
reviewed pericdically to ensure that each process continues to meet #ts intended need.

Your suggestions for making this and other documents issued by Audit Services more useful are
always welcome. If you need additional informarion, please contact Gregory C. Campbel],
Client Services Manager, at nationa! headquarters, {703) 248-4105 or e-mail

CumphellGEiusa. redeross.orp
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Trends

FINANCIAL RESOURCES
|

Solutions and Resources

The chapter dmﬁc_n__mhm'mw_@lﬁﬂ its
accounting function, s addition, an adequate
segregaton of duties does not exist. These issucs are
evidenced by the following trends:

« Naional disaster contributicns are not remitied
to national headquartess or are not remined
tiemely. 06

» Bank recongiliations are pot completed, of not
compleled timely, reviewed, or tested by

[ scrnzone with no cash-related responsibilities

| andfor signed and dated by the reviewer, 43

+ Ope individual opens the mail, records cash
receipts, prepares the bank deposit, and/or takes
the deposit to the bank. ¥

» The blank che is accesgible to
individuals other than the preparer or is not

safrguarded. &

+ Some disbursements {¢.g., payroll checks,

|  general operating account, and investment

account} require only on¢ Signature. T

Accounting records (e.g.. cash receipts, cash

disbursements, and jowmal entries) are ngt

reviewed by someone other than the preparer.
=

+ Cash reveiving, recording, and disbursing
funclions an: not segregated. -

T

To demanstrate public accountability and as a steward
of e public's kst and voluntarily contributed funds,
the chapter must honer ary contibutions that are
restricied s to use by the donor.  The obligation
inctudes prompt remitting of amounts due fo patienal
headquarters from campaign receipts, federated

| campaign payments, contributions to the Disastet

1

Relief and the Intermational Response Funds, er from
Disaster Relief campaigns. The chapter should remit

| the monies owed to national headguarters inunediately
| t meet donoz expectations and to comply with

carporate policy.

Due 1o the limited pumber of chapter staff, it may nat
be practical to properly segregate the various
accounting Functions. Therefore, we recommend that
an individual, designaied by the board of directors,
periodically review the accounting records. The
reviewer should initial and date the reviewed records
ta evidence his or her timely review. Whenever
possible, the chapter should take steps to ensure that
no one individual has responsibility for a financial
transaction from beginning 1o end, thus szengthening
internal contrels, In addition, te improve internal
controls over the cash disbursement function, the
blank check stgck should be accessible only to the
individual(s) authorized to prepars checks.

Contact: Audit Services
Telephane Number: (703) 248-4100

Endowment monies are not appropriately ma:ataingd
(¢.g.. maintained Jocally). LY

All endowment monies, which are funds for which the
donor has stated that only the investment income
earned from the conmibunon can be used by the
chapter,"must be forwarded to national headquarters.
Corporaie policy and procedures for endowment funds
are included in the American Red Cross Financial '
Manual of Policy and Procedures (FMPP) (ARC
4500), secrions 4.1. 16 and 4.1.17,

Contact; Office of the General Counsel |
| Telephone Number: (202) 639-3262 |

A2 + Housekeeping [ssue
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Trends

FINANCIAL RESOURCES
T

Selutions and Resources

Investments (e, siocks, porporate bonds, and
collateralized mortgage obligations) are not it
compliance with corporate palicy. L

The chapter should review the American Red Cross
Handbook of Corporate Governance and Board of
Governars Palicies (ARC 575), “Board of Governors
Policy Manual, Part Two," seclions 4.4, 4.5, and 4.6
for allowable investments.

Contact: Treasury Managemenl
Teiephone Number; (703} 2068078

| The chapter does not adequately or
inform the public ' sl

delivery operations. This issue is evidenced by the
ollowing trends:
« The chapter does not publish an annval rpor or

does nol distribute an annual report of i 15 pet
completed timely.

1+ The annual report comained condensed financial
! information, no financial information, or the
financial information presented did not agree
with the audited_compiled, or tevigwed
{nfommation reported in the chaprer’s American
Red Cruss Annual Chaprer Financial Siatements
(ARC Form 4584 series).

To demonsirate public accountability and as a steward
af the public’s trust and voluntarily contribuled funds,
ihe chapter needs to regularly tell its story 1o donors,
consumers, and other stakeholders. This should be
done through an annual réport thet contains financial
statemnents and verified service data. The American
Red Cross Handbook of Corporate Governance and
Board of Governors Policies (ARC 575), "Board of
Governots Policy Manual, Part Two,” sections 4.12.4
and 4.12.5, requires chaplers to issue annual reports o
 the public. §f a complete financial presentation is nol
cos| effeciive, then the financial information presented
should contain condensed income statement and
l balance sheet information derived from its audited ar
reviewed financial statements. The chapter should
refer 10 the Amencan Red Cross Finarcia! Sraiemenis
Instructions [ARC Form 4634-1) for guidance.

Contact: Fihancial Management Division
' Telephone Number: {703) 206-7220

A Waﬂdﬁar a fixed
asser listing does ot exisl 15 incomplete, of is
outdated. A non-expendable item is an itern whose
cost does nat exceed the chaper's asser
capitalization palicy {e.g., $2,500 —~ fax machine,
office fuminre, overhead projector, TV/VCR, eic)
o+

To improve conkio erty and to
improve records for insurance purposes,  listing of all
fixed assets and ather non-expendable property items
should be created. This listing should include the
description, location, identification or serial numbez,
date of acquisilion, and coat of cach item. Such listing
should be updated a3 ilems are purchase/moved and
periodically venfied.

Contact: Audit Services
Telephone Number: (7103 248-4100

L% - Critical lssue 3 - Major Issue
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FINANCIAL RESOLURCES

Trends

Solutions and Resoumces

oriing and accouni ycies and
procedures are nolan place. This issue is evidenced
By the joliowing trends.

+ Legacies 20d bequests are not reported (©
national neadquancers and/er copies of the legal
instruments, which designate the Red Crass as

[ the beneficiary, are not obigited 'L

# The chapier allocated the chapier manager's
and’or other management and general expenses
o the various program services. T3

s The American Red Cross Fimancial Statements

Inspructions (ARC Form 4684-1) were nos

followed (& g, correct form, contnbutions, audit

fees, comppunity fees, ARC Form 903, grant, in-

kind income, authonzed provider fees) when

compieting the financial staterments. w

4 financia! policies and procedures manual doss

not exist or is not np-to-cate. o

» Undeposited cash and/or checks and/or other
valuabies are not adequately safepuarded. o

« Receipts are not issued for all funds received
and/or receipts are not prepared as seon as funds
are received. o

The chapter should develop sound reporuing and
accountiog policies and procedures, document them,
and conduct periodic reviews to ensune that the
policies are being followed. Policies should include
allocation procedures, reporting Tequirements (¢.8..
legacies and bequests, monthly and annual financial
reponting, and ARC Form 4684 complevions), baak
deposit procedures, cash disbursement and receipring
procedures, and other general financial policies and
pracedures.

Undeposited cash, blank checks. and other valuables
should be properly safeguarded in a fire-resistant file
cabinet or safe,

Coptact: Auodit Services
Telephone Number: (703 2484100

An appropriate risk management program has not

been implemented. This issue is evidenced by the

following trends:

» The chapter has not completed the American Red
Cross Safery Program Audit Checkiist. ar

s The American Red Cross Seif-Inspection
Worksheat, Off-Pramires Liobility Checklist
{ARC Form 6505) is not completed when
performing Red Cross services at an ofl-site

The chapter should develop an apprapriate risk
managernenl program. The chapter should refer to the
guidelines outlined in the American Red Cross
Corporate Safety Policy FProgram (CSPP) (ARC
4514).

Since the chapter conducts many activities away from
the office, it should check off-site operations at which
Red Cross activities are conducted for potential risk
management liabilities by preparing the checklist.

location. o
Contact: Risk Management Division
Telephone Number. (703) 206-7280
2%« Critical Issue ¥+ - Major lssue e - Minor Issue 22 - Housekeeping Issue
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FINANCIAL RESOURCES

Trends

Solutions and Resources

The budgeling process is inagequate. This issne is

evidenced by the {ollowing trends:

« The chapter does oot prepare its budget by both
program service (e.g., Emergency Services and
Health and Safery Services) and account field

(¢.g.. salaries and travel). or

v Actions regarding variances are not documented

in board minales. =@

The chapter must have an annual pudge! for each
fiscal year ending June 30. The budget should be
develaped by both program service and account field
The budget should be balanced (i.¢., no deficits) and
should include the chapter's full asséssment feos duc
1o national headquaners. Such 2 budget is a
 manggement and governance too} thal can e used o
identify arcas which need aticntion. The budget
shauld be prepared rior to the beginning of cach
fiscal year so iat 1t can be used as of July 1st. 1n
addition, the budget, and any revisions should be
! approved by the board of directors and documented in
the board's minutes.

Board minutes should clearly document the hoard's
review, discussion, and a val budgzer and 115
MOLON vanances betwéen budgeted and actual
| income and expenses throughout the yzar.

Contact: Audit Services
Telephone Number: (703) 248-4100

% - Critical Issue

4+ - Major [ssue
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VOLUNTEER

GOVERNANCE

Trends

Solutions and Resgurces

A

Adequate attention has not been placed on board
development. These issues are svidenced by the

following mrends:

Standing commitees do nol meer regularly or
have nol been formed. 0%
Finapgial reports to the board are not prepared or

Linapciyl reports to the board are not prepared o
reviewed r=pla.rlx gnd/or do not contain
adequarte information {¢.g., comparison to the
budget, a balance sheet, or year-to-date figures)
and/or are not accurate. %

The board of directors is nor cepresentative of the
chapier's community. t}

Chapter bylaws are not in compliance with
corporale policy. ++

The board of directors does not evaluate the
chapter's performance as it relawes to the
chopier's rechartering requirements. 4%

A guorum is not alwgys present at the annual,
board of directors, or standing commirnee
meetings where actions may have occurred. + 3%
The audit committee did not documment the
rgview of the auditor's management leaer or did
not meet 10 review the management |etter. 4+
The board of directors doas not complete the
“Self-Assessment for Chaprer Boards” every two
years, ¥

Chapter board members, paid staff, or other
volunteers have not signed the American Red
{ross Cade of Conduct certification, as required

by corporale policy. €+

Board members should receive an annnal orientation
which addresses their specific duties and
responsibilities.

The orientation for employees and volunteers shouid
include information about chapter pelicics, mission,
requirements. and opportunitics.

The chapter should contact its field service team for |
| information aboul courses and training opportunities :
| and assistance in beginrung an cngoing orientation
process.

|

The board should also review the "Self-Assessment
for Chapter Boards," a self-assessment toe] for chapter |
boards which is available at the Volunteer Resources
website on CrossNet. This toal will belp boards
idenstify those areas of development that most need
atteption {e.g., fundamentals, comsmunity relations,
financial development, and strategic planning).

Contact: Volunteers, Youth and Nursing
Telephone Number: (202) 639-3)10

Tre board of directors, standing committees, or
annual meeting misutes with atachments are not
written, signed, or maintained ar the chapler. ¢

T T e—

Munutes are incomplete. For example, they do not
contain action items, nor <o they indicate if a
quorurn was present (e.g., members in antendance are
not listed) or if finencial statements were reviewed.

=

Minutes are the afficial records of the chapter and
should reflect all actions taken during a meeting.
Surnmaries of the decisions made and metions carried
ar each board, commiiiee, and annual meeting should
be documented, approved, and signed by either the
chairperson of SCCretary to authenticats that they are,
in fact, the actual minutes,

|
' Contagt: Office of the General Counsal

| Telephone Number: [202) 639-3262

%0 - Critical Issue

+3% - Major Issue

rar - Minor [ssue 22 - Housckeeping [ssue
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HL'MAN RESOURCES |

Trends

Solutions and Resources i

Payseil (e-g., rate of pay and deductions) was

i inappropriate andior incorrect. IR

Employees saould be paid at the documented and
approved pay rate an a specific day for a specified pay

period.

Contact; Human Resouwsces
Teleshone Number: (703} 206-8127 or 8125

The chapter does aof have adequate hitman resgurce
policies. This issue is evidenced by the following
trends:

Personnel files are not complete. ¥

« The chapter manager and/or staff have not had

| cument work perfotmance reviews. ¥

' L_.'.;bc-r law posters are pet displayed in the chapter.
L

Each persorinel file should contain, among other
things, tax-refalad forms, pay change authorizations
and documentation affecting an employee's pay or
deductions, the employee's salary history, employment
applications, cvidence that references were verified,
employment offer letters, annual work perfermance
appraisals, contact telephone numbers ta call in case
of an emergency, and any retirement of insurance
enrollment and change forms. The chapier should
review and update (e personne! files periodically to
ensure that all necessary documents are in place.

To esiablish angible goals for personal and |
organizationa] improvement (i.e., key responsibilities
and performance standards), as well as 1o provids
meaningful feedback, the chapter chairman needs to
conduct an annual performance review of the chiel
executive officer. In fact, this i3 8 corporate
requirement, as stated in the Amencan Red Cross
Fandbook of Corporate Governance and Board
Policies (ARC 575), "Board of Governors Policy
Manual, Part One," section 2.17.

The chapier should obtain the appropriate (ederal and
state labor law posters and post them in a location
secessible 1o all staff. Postets are available from a
number of sousces, including the federal government,
siaie empioyment commissions, and firns suchas G |
Neil Companies which can be contacted at {800} 959- ’
9141 or by fax at (354) 8511237 (send your chaptet ‘
name and address to the attealion of Jenie Samuel).

Comtact: Human Resources ‘
Telephone Number: (703) 206-8127 or 8125 |

AF - Criticzl Issue 3 - Major lssue
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SHOULD SERVICES

Trends

Solutions and Respurces

Acrivity files, (nsouctor record cards, or
authorizations 1o wach were not on file or were
incomplere. Instructor agreements are not on file er
have not been signed. 13

| The chapter should ensure that all instrucors ang

authonzed I teagh. Instructor files should be
‘periodically reviewed to make cenain that appropriate |
suthorizations and forms are complete and on file.
Missing forms should be obtained from instructors and
authorized providers prior to their next teaching
assignment. A separale instructor activity file should
be maintained for each instrucvar. In addition, the
chapter should review the American Red Cross Health
and Safety Services Manual of Administrative Policies
and Procedures (MAPP) (ARC 1530}, "Records and
Reparts," for further details.

Contact: Health, Safety and Community Services
Telephoone Number: (703) 206-7120 or 7180

—

The information contamed in the Field Operations
Consolidated Information Syster (FOCIS) report
for courses administered by Health and Safery
Servipes could not be traced to course

' documnentation maintained by the chapter. 4%

The preparation of the FOCIS report is cntical for the
chapter. Without accurate service delivery and
financial information, the chapter will not be abic 10
determine if it is properly serving its community. The
veport mus! be prepared in acrordance with procedures
and submined timely. I

Conwact: Chapter Services Network
Telephone Mumber: {703) 206-6818

|
i
|
|
|
|

The chapter does not prepare an aged accounts

| recervable listing or the listing is not prepared

approprialely. o

The chapter should prepare an aged accounts
receivable listing of the funds due from its Health and
Safety Services clients al least monthly. The histing
should include the client's pame, date of service, and
the amount(s) dug, 50 that accounts more than 30 days
old can be easily identified. Also, the chapter needs 10
develop writlen procedures for monpitoring its accounts
receivable balances and for handling delinquent
accounts.

| Contact: Audit Services
| Telephone Number: {703) 248-4100

% - Critical Issue ¥ - Major lssue

or - Minos Issue 22 - Housckeeping lssue
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INFORMATION AND ACCESS

Trends

Solutions and Resources

The chapter docs not have & wrinen disaser
recovery phan for its compuret syswem on file or it
comains inadequate information. 4%

The chapter should develop a disaster recovery plan.

The plan should include at 2 minitum:

+ A list of the most essential applications to be
processed (c.g., accounts payable).

* Deailed information conceming Conlingency site
configurations (¢.g.. a power supply and site plan}.

s  Names, telephone pumbers, roles, and
responsibilities of personnel to be involved in a
recovery cffort (£.g.. chapier manager).

«  Allematives for replacement of computer
equipment (€.g., COmputer store or national
headquaners tesources).

Directions to the alternaie facility.

« Provisions for forms, supplics, and operational
documentation during recovery, including
1elecornmunications. [

Contact; lnformation Systems
Telephone Number: 1-E88-RPT-FROB (778-7762)

The chaprer dues not have an information

| technology steering commirtee. ¥

The chapter should develop an informstion technolegy
steering commitiee to help ensure that the chapter’s
information technology plans coincide with and meet
the business objectives of the American Red (ross,
the chapter, and its key sizkeholders. The canunities
should consist of chapter personnel and individuals
from ils board of directors and community with
sxperience in information technology to advise in
issues such as priority setting and raining.

Contact: Infarmation Sysiems
Telephone Number. 1.888-RPT-PROB {778-7762)

" Backup copies of data are not made, or not stored

uFfgite. < ¥

i In addition, the chapter should regularly keep a

Procedures sholld be developed and provided to
chapter swff for conducting roatine backups of
information stored on the chapter's compuler sysems.

backup copy of its somputer files &l an off-site
jocation. This will help the chapter to operate should
the chapter building become inaccessible.

Coatact: Information Sysiems
Telephone Number: 1-8A8-RPT-PROB (778-7762)

A% - Cricical fssue ¥ - Major Issue

ar - Minor Issue £ - Housekeeping lssue
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L INFORMATION AND ACCESS

[ Trends

Soluions and Resources

No policy exists regarding the personal use of

computers ur the usa of the Inremet, o
|

. The chapter should establish written procedures in ity

COMPULEr usage policy as it relates 1o the personal use
(including the transfer of data from non-Red Cross
equipment) of computers. Implementation of such
policies will help ensure thar the chapter's computer
Systems arc protzcted from the introduction of viruscs
and other potentis} hazards.

An Internet policy should be developed,
cemmunicated to stafl, and implemented. All Red
Cross empioyess and volunteers accessing the
imemet/latranet from work and/or home through Red
Cross systermns need 1o be mindful of their
responsibilities in representing the Red Cross bafore
the public, and conduct themselves in accordance with
the highes! personal and professiona) standards. The
policy should prahibut:
» Transmitting or accessing information and/or other
matenals thal are fraudulent, harassing, or
obscene, or which violate any other Red Cross
policies (e.g. Corporate Code of Conduct or local
palicies and procedures).
Placing intellechual property of the American Red
Cross on the Internet in an inappropriate manner.
* Panicipating in any activity on the Intemnet which
would damage the image of the American Red
Cross.

Contact: Irformation Sysierns
Telephune Number: 1-888-RPT-PROB (778-7762)

MUST SERVICES

Trends

Solutions and Resowrces

Finergeney xervices case files (Amencan Red Crass
Disaster Regisiration end Case Record (ARC Form
Sl ) are not complele and/or mdependently
reviewed by another staff member. o

Complete records must be maintained (o document the |
emeTgency needs of the client and the assistance
provided by the chapter. 1t {s recommended rhat all
individuals invoived in providing disasier assistance
attend the Disaster Services tmining course,
"Emergency Assistance To Families.”

|
Contacl, Disaster Services
Telephone Number; {701) 206.5822

0% - Crtical 1ssue 4+ - Major Issue

ar - Minor lssye £ - Housekeeping lssue
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MUST SERVICES

Trends

Salutions and Resources

Adequate contrpis do ot gxist over the gse of the
erican Red 35 oy ing Order (AR Form

140-C). This issue 1 evidenced by the following
trends:

L

Individuals who issueswrite Dishursing Orders
‘also approve them. «3

There is no perpetual inventory of Disbursing
Orders. 4+
Unpaid Disbiursing Grders at the end of the
fiscal year are not recorded as a liability, m-
Disbursing Orders outsianding more than 90
days are not reviewed for paymenveancellauen.
&

The chapier should develop procedures o ensure that [
all Dirhursing Orders are erly controlled,

completed, or reviewed and a ved, 1o addition,
aithough an adequate segregation of duties 15 oiten
difficult to achieve wiith limited staff, every cffon
should be made 10 segregate the Disbursing Order
fanction to the exient possible. If the chapler finds it
necessary for the staff to continue issuing Dizhursing

Orders, the board of directors shouid designate an
individual (e.g., board member) to approve them.

If marterial, the outstanding baiance should be
disclosed in the chapter’s annual financial staiements
4 a contingent liability at the end of the fiscal year.

Contact: Disaster Services
Teiephone Number: (703} 206-8822

- Crrical lssue £ % - Major [ssue
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