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General Conference
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To the Constituents
Potomac Conference Corporation of Seventh-day Adventists
Staunton, Virginia

We have audited the accompanying special-purpose schedules of LivingWell Adventist Book
Center (ABC), a department of Potomac Conference Corporation of Seventh-day Adventists
(Conference), which comprise the special-purpose schedules of financial position as of January
31, 2020, 2019, 2018, 2017, and 2016, and the related special-purpose schedules of changes
in net assets and schedules of cash flows for the years then ended, and the related notes to
the schedules.

Management’s Responsibility for the Schedules

Management is responsible for the preparation and fair presentation of these special-purpose
schedules in accordance with United States of America accounting principles generally
accepted by the Seventh-day Adventist denomination. This includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair
presentation of special-purpose schedules that are free from material misstatement, whether
due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these special-purpose schedules based on our
audit. We conducted our audit in accordance with United States of America auditing standards
generally accepted by the Seventh-day Adventist denomination. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the special-
purpose schedules are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the special-purpose schedules. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the special-
purpose schedules, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s preparation and fair presentation of the
special-purpose schedules in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the special-purpose schedules.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

5427 Twin Knolls Road
Columbia, MD 21045
Tel 443.259.9611

www.gcasconnect.org






Opinion

In our opinion, as internal auditors of the General Conference of Seventh-day Adventists, the special-
purpose schedules referred to above present fairly, in all material respects, the assets, liabilities, and net
assets of LivingWell Adventist Book Center, a department of Potomac Conference Corporation of Seventh-
day Adventists, as of January 31, 2020, 2019, 2018, 2017, and 2016, and the changes in its net assets and
the cash flows of this department for the years then ended in conformity with United States of America
accounting principles generally accepted by the Seventh-day Adventist denomination.

Emphasis of Matter

We draw attention to Note 12 to the special-purpose schedules, which describes the basis of special
presentation. The accompanying special-purpose schedules were prepared to present only the accounts
and activity of the ABC which is a department of the Conference. Our opinion is not modified with respect
to this matter.

Other Matter

Our report is intended solely for the information and use of the officers of the Conference and the ABC,
their audit review committee, their governing committee, the delegates to their constituency meeting, and
the officers and their designees of higher denominational organizations. This report is not intended to be
and should not be used by anyone other than these specified parties.

June 14, 2020
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ASSETS

Current assets

Cash and cash equivalents (Note 2)
Accounts receivable, net (Note 3)
Inventories (Note 4)

Prepaid expense

Notes receivable, current (Note 5)
Total current assets

Land, buildings, and equipment, net
Property, plant and equipment (Note 6)
Total land, buildings, and equipment, net

Other assets

Prepaid lease expense, long-term
Total other assets

Total assets

LIABILITES

Current liabilities

Accounts payable, current (Note 7)
Unearned income

Notes payable, current (Note 8)
Capital lease liability, current (Note 9)
Total current liabilities

Other Liabilities

Accounts payable, long-term (Note 7)
Notes payable, long-term (Note 8)
Capital lease liability, long-term (Note 9)
Total other liabilities

Total liabilities

NET ASSETS

Unrestricted: unallocated

Unrestricted: net invested in plant

Total net assets without donor restrictions

Total net assets
Total liabilities and net assets

See accompanying notes.

LIVINGWELL ADVENTIST BOOK CENTER

Special-purpose Schedules of Financial Position
January 31, 2020, 2019, 2018, 2017, and 2016

2020 2019 2018 2017 2016
$ 401,378 359,139 779,368 930,170 1,114,807
98,351 97,716 115,830 176,258 191,588

836,894 783,906 770,160 933,828 852,035

50,991 76,751 44,459 48,093 27,687

29,888 128,822 127,224 125,646 123,706
1,417,502 1,446,334 1,837,041 2,213,995 2,300,823
5,931,722 5,779,224 5,827,062 5,899,810 5,714,483
5,931,722 5,779,224 5,827,062 5,899,810 5,714,483
59,721 - - - -

59,721 . - - -

$~ 7,408,945 7,025,558 7,664,103 8,113,805 8,024,306
$ 549,599 440,135 400,474 549,881 534,056
96,457 164,968 60,134 82,025 82,607

64,993 116,879 96,121 77,715 74,480

35,490 32,552 29,218 26,799 -

746,539 754,534 585,047 736,420 691,143

13,292 13,700 11,147 30,517 20,012
2,978,406 2,196,974 2,325,798 2,473,087 2,582,525
15,713 51,203 85,945 122,390 -
3,007,411 2,261,877 2,422,890 2,625,094 2,602,537
3,753,950 3,016,411 3,008,837 3,362,414 3,293,680
817,875 827,531 1,365,286 1,551,572 1,109,242
2,837,120 3,381,616 3,289,980 3,199,819 3,621,384
3,654,995 4,209,147 4,655,266 4,751,391 4,730,626
3,654,995 4,209,147 4,655,266 4,751,391 4,730,626

$ 7,408,945 7,225,558 7,664,103 8,113,805 8,024,306
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LIVINGWELL ADVENTIST BOOK CENTER
Special-purpose Schedules of Changes in Net Assets

For the Years Ended January 31, 2020, 2019, 2018, 2017, and 2016

CHANGES IN NET ASSETS WITHOUT DONOR RESTRICTIONS

Revenues from operations without donor restrictions

Total sales

Less: cost of goods sold
Gross profit on sales
Shipping and handling income
Finance charge income

Rent income

Other income

Gross revenue from operations

Operating expense

Program function

Advertising and selling expense (Note 10)
Rental expense (Note (10)

Total program services functions

Supporting services function

General and administrative expense (Note 10)

Total supporting services function
Total operating expense

Net increase (decrease) from operations

NONOPERATING ACTIVITY WITHOUT DONOR RESTRICTIONS

Subsidies

Contributed services income (Note 13)
Donation income

Interest expense

Net nonoperating activity

Increase (decrease) in net assets without donor restrictions

Net assets, beginning of year
Net assets, end of year

See accompanying notes.

2020 2019 2018 2017 2016
$~ 5,271,794 5,338,704  5011,859 6,011,640 _ 6,691,797
(3,700,765)  (3,814,307) (4,200,587)  (4,140,333)  (4,814,198)
1,571,029 1,524,397 1,711,272 1,871,307 1,877,599
2,444 9,158 35,640 39,425 42,990

2,160 3,902 4,371 4,431 8,138
133,335 199,008 450,644 448,600 445,354
58,687 55,507 78,837 27,789 (3,451)
1,767,655 1,792,962 2,280,764 2,391,552 2,370,630
1,730,696 1,629,134 1,758,828 1,740,948 1,618,727
15,995 39,570 47,983 105,090 117,644
1,746,691 1,668,704 1,806,811 1,846,038 1,736,371
541,569 502,599 543,339 491,228 425,783
541,569 502,599 543,339 491,228 425,783
2,288,260 2,171,303 2,350,150 _ 2,337,266 _ 2,162,154
(520,605) (378,341) (69,386) 54,286 208,476
31,864 31,620 31,621 31,621 31,622
27,878 - 30,047 26,063 23,541

9,130 5,240 - - -
(102,419) (104,638) (88,407) (91,205) (90,329)
(33,547) (67,778) (26,739) (33,521) (35,166)
(554,152) (446,119) (96,125) 20,765 173,310
4,209,147 4655266 4,751,391 4730626 4,557,316

$ 3,654,995 4209147 4655266 4,751,391 _ 4,730,626
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LIVINGWELL ADVENTIST BOOK CENTER
Special-purpose Schedules of Cash Flows

For the Years Ended January 31, 2020, 2019, 2018, 2017, and 2016

CASH FLOWS FROM OPERATING ACTIVITIES

Increase (decrease), net assets

Adjustments to reconcile change in net assets to
net cash provided:

Depreciation expense (Note 6)

Provision for uncollectable accounts receivable

(Increase) decrease, accounts receivable

(Increase) decrease, inventories and prepaid expense

(Increase) decrease, current accounts payable and
unearned income
Net cash provided (used) by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of plant assets

New notes receivable issued

Principal payments received on notes receivable
Net cash provided (used) by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds (payments), long-term accounts payable
Proceeds from external borrowing (interest paid)
Principal payments on notes payable

Net cash provided (used) by financing activities

Increase (decrease) cash for the year

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Supplemental cash flow data:

2020 2019 2018 2017 2016
(554,152) (446,119) (96,125) 20,765 173,310
130,048 120,390 134,854 92,581 97,384
5,570 5,589 (11,598) - -
(6,205) 12,525 70,448 13,390 (166)
(86,949) (46,038) 167,302 (102,199) 107,471
40,953 144,495 (164,820) 14,839 118,774
(470,735) (209,158) 100,061 39,376 496,773
(282,546) (72,552) (62,108) (277,908) (144,871)
- (1,598) - - -
98,934 - - - -
(183,612) (74,150) (62,106) (277,908) (144,871)
(408) 2,553 (25,848) 10,909 825
929,404 79,965 83,502 244,463 90,330
(232,410) (219,439) (246,501) (201,477) (193,625)
696,586 (136,921) (188,757) 53,895 (102,470)
42,239 (420,229) (150,802) (184,637) 249,432
359,139 779,368 930,170 1,114,807 865,375
401,378 359,139 779,368 930,170 1,114,807

Cash paid during 2020, 2019, 2018, 2017, and 2016 for interest was $102,419, $104,638, $88,407, $91,204, and $90,329, respectively.

See accompanying notes.
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LIVINGWELL ADVENTIST BOOK CENTER
Notes to the Special-purpose Financial Schedules
Years Ended January 31, 2020, 2019, 2018, 2017, and 2016

Note 1 — Organization description and summary of significant accounting policies

LivingWell Adventist Book Center (ABC) is a department of the Potomac Conference Corporation of Seventh-day Adventists (Conference), whose
objectives are to sell and distribute Christian literature and related merchandise to its constituents and congregations, and to serve as a witness and
outreach to the community.

The ABC receives most of its revenue in the form of sales of its merchandise.

The ABC is a religious not-for-profit organization, and is exempt from federal, state and local income taxes under the provisions of Section 501(c)(3)
of the Internal Revenue Code, and corresponding sections of applicable state and local codes, except for taxes on unrelated business income as
described in sections 511-514 of the Internal Revenue Code.

Summary of significant accounting policies

(a) Basis of accounting: The significant accounting policies of the ABC are essentially the same as generally accepted accounting principles for not-
for-profit ABCs as promulgated by the Financial Accounting Standards Board. These significant policies are described below to enhance the
usefulness of the special-purpose financial schedules. The special-purpose financial schedules of the ABC have been prepared on the accrual
basis of accounting. In conformity with the accrual basis of accounting, the ABC has evaluated events that occurred subsequent to the special-
purpose financial schedule date, up to June 14, 2020, which is the date the special-purpose financial schedules were available to be issued.

(b) Use of estimates: The preparation of special-purpose financial schedules in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the special-purpose financial schedules and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

(c) Restricted resources: The ABC reports gifts of cash and other assets as restricted support if they are received with donor stipulations that limit
the use of the donated assets. When a donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, net assets with temporary donor restrictions are reclassified to net assets without donor restrictions and reported in the special-
purpose schedule of activities as net assets released from donor restrictions.

The ABC reports gifts of land, buildings and equipment as unrestricted support unless explicit donor stipulations specify how the donated assets
must be used. Gifts of long-lived assets with explicit restrictions that specify how the assets are to be used, and gifts of cash or other assets that
must be used to acquire long-lived assets, are reported as restricted support. Absent explicit donor stipulations about how long those long-lived
assets must be maintained, the ABC reports expirations of donor restrictions when the donated or acquired long-lived assets are placed in service.

(d) Net assets without donor restrictions: Management maintains an operating reserve for working capital in accordance with guidelines of the North
American Division Working Policy (see Note 18).

(e) Equipment and depreciation: Uses of funds for equipment acquisitions and debt service payments are accounted for as cash flows from
investing and financing activities. Restricted proceeds from the sale of equipment and restricted income from plant related investments are recorded
as restricted gains. Interest payments made to retire plant indebtedness are recorded as non-operating expense. Equipment is recorded at cost
when purchased or at fair market value at date of gift. Furniture and equipment purchases $1,000 and larger are capitalized. Purchases below
$1,000 may be capitalized at management's discretion. Depreciation of equipment is provided over the estimated useful lives of the respective
assets, building 60-75 years, equipment 3-5 years, vehicles 5-10 years, and electronics 3-5 years, on a straight-line basis. Depreciation expense is
recorded as operating expense in the special-purpose schedule of changes in net assets.

(f) Cash equivalents: Cash equivalents are highly-liquid assets held for operating, which are readily convertible to cash and have a maturity date of
less than three months from date of acquisition. Cash and investments held for other than operating are not classified as cash and cash
equivalents. The increase or decrease in non-operating cash and investments is reported in the special-purpose schedule of cash flows as
proceeds from or purchases of investments.

(g) Fair value of financial instruments: The methods and assumptions used to estimate fair values are:

Short-term financial instruments are valued at their carrying amounts in the special-purpose financial schedules, which are reasonable
estimates of fair value due to the relatively short period to maturity of the instruments. This applies to cash, cash equivalents, accounts
receivable and certain current liabilities.

(h) Current assets and liabilities: Assets and liabilities are classified as current or long-term, depending on their characteristics. This excludes from
current assets the cash and claims to cash that are restricted to use for other than current operations, committee allocated for the acquisition or
construction of plant assets or for the liquidation of plant fund debt, or held as agent for others. This excludes from current liabilities the long-term
portion of all debt, plant fund debt payable within the next fiscal year to the extent covered by designated plant fund liquid assets, or amounts held
as fiscal agent for others. Working capital (current assets less current liabilities) for the ABC usually reflects operating working capital, since usually
no plant-related assets or liabilities are classified as current.





LIVINGWELL ADVENTIST BOOK CENTER
Notes to the Special-purpose Financial Schedules
Years Ended January 31, 2020, 2019, 2018, 2017, and 2016

Note 1 — Summary of significant accounting policies (continued)

(i) Concentrations of risk: The ABC receives most of its revenue from sales of merchandise. It is subject to the effect of economic trends that may
decrease the ability of customers to purchase its merchandise. Also, it purchases most of its inventory from two major suppliers: Pacific Press
Publishing Association, and Sunbelt Natural Foods. There is a risk that suppliers' pricing and product decisions could conflict with the ABC's sales
objectives. Cash, which at times exceeds amounts covered by FDIC insurance, is deposited in high-quality financial institutions.

(j) Provision for uncollectible accounts: An allowance for uncollectible accounts is provided through routine additions based on sales, historical bad
debt experience and aging of receivables. Accounts deemed to be uncollectible are charged to the allowance.

(k) Inventory: Inventory is stated at the lower of cost or fair value under the first-in, first-out method.
(I) Investment income: Investment Income is accounted for as unrestricted non-operating income.

(m) Reclassification: Certain prior-year amounts have been reclassified to conform with current year classifications.

Note 2 — Cash and cash equivalents

2020 2019 2018 2017 2016
Imprest cash $ 4,250 4,310 4,310 4,310 4,310
Checking accounts 397,128 354,829 775,058 925,860 1,110,497
Total cash and cash equivalents $ 401,378 359,139 779,368 930,170 1,114,807
Note 3 — Accounts receivable

2020 2019 2018 2017 2016
Higher organizations $ - - - 2,842 6,359
Conference 4,395 1,260 - - 66
SDA organizations 8,005 2,745 11,646 5,251 9,321
Churches 86,172 91,789 102,892 161,920 151,576
Schools 3,798 3,311 4,269 4,481 4,096
Individuals 74 - 74 474 1,633
Other Adventist Book Centers - - (816) 1,289 446
Miscellaneous accounts receivable 7,066 4,200 (2,235) - 18,090
Bad checks - - - 11,599 11,599
Total accounts receivable 109,510 103,305 115,830 187,856 203,186
Less: allowance for uncollectable accounts (11,159) (5,589) - (11,598) (11,598)
Accounts receivable, net $ 98,351 97,716 115,830 176,258 191,588
Note 4 — Inventories

2020 2019 2018 2017 2016
Books $ 250,720 215,471 187,006 189,864 240,846
Food 428,484 425,952 474,775 589,723 441,254
Other 157,690 142,483 108,379 154,241 169,935
Total inventories $ 836,894 783,906 770,160 933,828 852,035

Inventory is pledged as collateral for the Columbia Union Revolving Fund note payable set forth in Note 8.

Note 5 — Notes receivable

2020 2019 2018 2017 2016

Columbia Union Revolving Fund $ 29,888 128,822 127,224 125,646 123,706
Total notes receivable $ 29,888 128,822 127,224 125,646 123,706
Note 6 — Property, plant and equipment 2020

Total Accumulated Net Depreciation

Cost Depreciation Value Expense
Land $ 2,243,016 - 2,243,016 -
Building 4,336,317 1,013,481 3,322,836 57,340
Electronics 16,668 10,275 6,393 4,260
Vehicles 21,581 21,580 1 -
Mountain View campmeeting 32,772 19,355 13,417 -
Equipment:
Store, office, and computer 936,572 729,523 207,049 52,189
Silver Spring 130,403 130,394 9 -
Equipment under capital lease (Note 9) 162,586 65,035 97,551 16,259
Construction in process 41,450 - 41,450 -
Total plant assets at 1/31/20 $ 7,921,365 1,989,643 5,931,722 130,048






LIVINGWELL ADVENTIST BOOK CENTER
Notes to the Special-purpose Financial Schedules

Note 6 — Property, plant and equipment (continued)

Land

Building

Electronics

Vehicles

Mountain View campmeeting
Equipment:

Store, office, and computer
Silver Spring

Equipment under capital lease (Note 9)
Construction in process
Total plant assets at 1/31/19

Land

Building

Electronics

Vehicles

Mountain View campmeeting
Equipment:

Store, office, and computer
Silver Spring

Equipment under capital lease (Note 9)
Construction in process
Total plant assets at 1/31/18

Land

Building

Electronics

Vehicles

Mountain View campmeeting
Equipment:

Store, office, and computer

Silver Spring

Equipment under capital lease (Note 9)
Total plant assets at 1/31/17

Land

Building

Electronics

Vehicles

Mountain View Campmeeting
Equipment:

Store, office and computer
Silver Spring

Total plant assets at 1/31/16

Note 7 — Accounts payable

Trade

Accrued payroll

Conference

Sales taxes

Miscellaneous

Accounts receivable credit balances
Accrued retirement allowance payable
Total accounts payable, current

Accrued retirement allowance payable
Total accounts payable, long-term

Years Ended January 31, 2020, 2019, 2018, 2017, and 2016

2019
Total Accumulated Net Depreciation
Cost Depreciation Value Expense
$ 2,243,016 - 2,243,016 -
4,049,821 956,141 3,093,680 54,884
6,018 6,015 3 -
21,581 21,580 1 -
19,359 19,355 4 -
936,572 677,334 259,238 49,247
130,403 130,394 9 -
162,586 48,776 113,810 16,259
69,463 - 69,463 -
$ 7,638,819 1,859,595 5,779,224 120,390
2018
$ 2,243,016 - 2,243,016 -
4,049,821 901,257 3,148,564 54,884
6,018 6,015 3 -
21,581 21,580 1 -
19,359 19,355 4 -
918,334 628,088 290,246 47,453
130,403 130,394 9 -
162,586 32,517 130,069 -
15,150 - 15,150 32,517
$ 7,566,268 1,739,206 5,827,062 134,854
2017
$ 2,243,016 - 2,243,016 -
4,049,821 846,373 3,203,448 54,378
6,018 6,015 3 -
21,581 21,580 1 -
19,359 19,355 4 -
871,378 580,635 290,743 38,203
130,403 130,394 9 -
162,586 - 162,586 -
$ 7,504,162 1,604,352 5,899,810 92,581
2016
$ 2,243,016 - 2,243,016 -
4,019,441 792,002 3,227,439 54,390
6,018 6,015 3 -
21,581 21,580 1 -
19,359 19,355 4 909
788,665 544,654 244,011 42,085
130,403 130,394 9 -
$ 7,228,483 1,514,000 5,714,483 97,384
Property, plant and equipment are pledged as collateral for the Columbia Union Revolving Fund note payable set forth in Note 8.
2020 2019 2018 2017 2016
$ 181,590 207,178 221,390 335,059 263,853
62,801 80,485 59,603 73,164 22,610
273,753 125,771 100,376 108,353 182,860
8,172 7,001 7,175 10,658 8,174
13,484 12,547 6,610 6,479 7,648
3,002 1,637 - 4,370 37,517
6,797 5,516 5,320 11,798 11,394
$ 549,599 440,135 400,474 549,881 534,056
$ 13,292 13,700 11,147 30,517 20,012
$ 13,292 13,700 11,147 30,517 20,012
; RS>





LIVINGWELL ADVENTIST BOOK CENTER
Notes to the Special-purpose Financial Schedules
Years Ended January 31, 2020, 2019, 2018, 2017, and 2016

Note 8 — Notes payable

2020

Current Long-term Total
Columbia Union Revolving Fund $ 33,372 2,572,605 2,605,977
Conference, 1.25%** 31,621 405,801 437,422
Total notes payable $ 64,993 2,978,406 3,043,399

2019 2018 2017 2016

Total Total Total Total
Columbia Union Revolving Fund $ 1,844,567 1,921,013 2,018,517 2,093,099
Conference, 1.25%** 469,286 500,906 532,285 563,906
Total notes payable $ 2,313,853 2,421,919 2,550,802 2,657,005
Principal amounts due in each of the next five years are: 2021 $ 64,993
2022 34,993
2023 36,691
2024 38,472
2025 40,340
Future 2,827,910

Total $ 3,043,399

**The Conference made appropriations equal to the interest charged on the loan for the fiscal years ended January 31, 2020, 2019, 2018, 2017 and
2016.

Note 9 — Capital lease liability

The ABC is the lessee of a point of sale system (POS) under one capital lease contract expiring in fiscal year 2022. The assets and liabilities under
capital lease are recorded at the lower of the present value of minimum lease payments or the fair value of the assets. The assets are depreciated
over the term of the lease. Principal and interest payments due each month total $3,212. Depreciation of the POS under capital lease is included in
depreciation expense included in Note 6 above.

2020
Point of sale system lease - Arrow lease 8.67% interest Current Long-term Total
monthly payments of $3,212 $ 35,490 15,713 51,203
Total capital lease liability $ 35,490 15,713 51,203
Point of sale system lease - Arrow lease 8.67% interest 2019 2018 2017 2016
monthly payments of $3,212 $ 83,755 115,163 149,189 -
Total capital lease liability $ 83,755 115,163 149,189 -
Net Present
Value of Imputed Total Lease
Principal Interest Payments
Principal amounts due in each of the next five years are: 2021 $ 35,490 3,052 38,542
2022 15,713 342 16,055
2023 - - -
2024 - - -
2025 - - -
Future - - -
Total $ 51,203 3,394 54,597






Note 10 — Analysis of expenses

Salary and allowances
Retirement contribution
Contributed services
Advertising

Utilities, repair, and maintenance
Depreciation

Interest expense and bank fees
Credit card discounts

Orchard Center CAM

Office and computer

Supplies and general

Total expense

Salary and allowances
Retirement contribution
Advertising

Utilities, repair, and maintenance
Depreciation

Interest expense and bank fees
Credit card discounts

Orchard Center CAM

Office and computer

Supplies and general

Total expense

Salary and allowances
Retirement contribution
Contributed services
Advertising

Utilities, repair, and maintenance
Depreciation

Interest expense and bank fees
Credit card discounts

Orchard Center CAM

Office and computer

Supplies and general

Total expense

Salary and allowances
Retirement contribution
Contributed services
Advertising

Utilities, repair, and maintenance
Depreciation

Interest expense and bank fees
Credit card discounts

Orchard Center CAM

Office and computer

Supplies and general

Total expense

LIVINGWELL ADVENTIST BOOK CENTER
Notes to the Special-purpose Financial Schedules
Years Ended January 31, 2020, 2019, 2018, 2017, and 2016

$

$

$

$

$

$

2020 Program Services 2020 Supporting Services 2020 Total

Total Program &

Advertising & Total Program General and Supporting Supporting

Selling Rental Services Administrative Services Expenses
966,224 - 966,224 241,556 241,556 1,207,780
159,857 - 159,857 39,964 39,964 199,821
- - - 27,878 27,878 27,878
165,277 - 165,277 - - 165,277
148,528 - 148,528 72,596 72,596 221,124
79,017 11,581 90,598 39,450 39,450 130,048
8,011 - 8,011 - - 8,011
94,255 - 94,255 - - 94,255
10,473 4,414 14,887 5,159 5,159 20,046
52,937 - 52,937 26,073 26,073 79,010
46,117 - 46,117 88,893 88,893 135,010
1,730,696 15,995 1,746,691 541,569 541,569 2,288,260

2019 Program Services 2019 Supporting Services 2019 Total

Total Program &

Advertising & Total Program General and Supporting Supporting

Selling Rental Services Administrative Services Expenses
968,995 - 968,995 242,249 242,249 1,211,244
147,630 - 147,630 36,908 36,908 184,538
89,038 - 89,038 - - 89,038
156,848 - 156,848 77,237 77,237 234,085
59,060 31,845 90,905 29,485 29,485 120,390
7,520 - 7,520 - - 7,520
98,197 - 98,197 - - 98,197
9,219 7,725 16,944 4,540 4,540 21,484
45,924 - 45,924 22,620 22,620 68,544
46,703 - 46,703 89,560 89,560 136,263
1,629,134 39,570 1,668,704 502,599 502,599 2,171,303

2018 Program Services 2018 Supporting Services 2018 Total

Total Program &

Advertising & Total Program General and Supporting Supporting

Selling Rental Services Administrative Services Expenses
1,016,223 - 1,016,223 254,056 254,056 1,270,279
156,331 - 156,331 39,083 39,083 195,414
- - - 30,047 30,047 30,047
168,043 - 168,043 - - 168,043
140,549 - 140,549 69,226 69,226 209,775
66,776 34,740 101,516 33,338 33,338 134,854
6,357 - 6,357 - - 6,357
96,588 - 96,588 - - 96,588
6,175 13,243 19,418 3,042 3,042 22,460
53,478 - 53,478 26,340 26,340 79,818
48,308 - 48,308 88,207 88,207 136,515
1,758,828 47,983 1,806,811 543,339 543,339 2,350,150

2017 Program Services 2017 Supporting Services 2017 Total

Total Program &

Advertising & Total Program General and Supporting Supporting

Selling Rental Services Administrative Services Expenses
1,059,589 - 1,059,589 264,897 264,897 1,324,486
164,358 - 164,358 41,089 41,089 205,447
- - - 26,063 26,063 26,063
127,679 - 127,679 - - 127,679
136,162 57,107 193,269 67,065 67,065 260,334
38,580 34,740 73,320 19,261 19,261 92,581
6,761 - 6,761 - - 6,761
90,645 - 90,645 - - 90,645
6,875 13,243 20,118 3,386 3,386 23,504
45,535 - 45,535 22,428 22,428 67,963
64,764 - 64,764 47,039 47,039 111,803
1,740,948 105,090 1,846,038 491,228 491,228 2,337,266
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LIVINGWELL ADVENTIST BOOK CENTER
Notes to the Special-purpose Financial Schedules
Years Ended January 31, 2020, 2019, 2018, 2017, and 2016

Note 10 — Analysis of expenses (continued)

2016 Program Services 2016 Supporting Services 2016 Total

Total Program &

Advertising & Total Program General and Supporting Supporting

Selling Rental Services Administrative Services Expenses
Salary and allowances $ 907,745 - 907,745 226,936 226,936 1,134,681
Retirement contribution 152,991 - 152,991 38,248 38,248 191,239
Contributed services - - - 23,541 23,541 23,541
Advertising 124,461 - 124,461 - - 124,461
Utilities, repair, and maintenance 114,940 65,661 180,601 56,613 56,613 237,214
Depreciation 41,784 34,740 76,524 20,860 20,860 97,384
Interest expense and bank fees 8,346 - 8,346 - - 8,346
Credit card discounts 98,241 - 98,241 - - 98,241
Orchard Center CAM 10,312 13,243 23,555 5,079 5,079 28,634
Office and computer 63,437 - 63,437 31,245 31,245 94,682
Supplies and general 96,470 4,000 100,470 23,261 23,261 123,731
Total expense $ 1,618,727 117,644 1,736,371 425,783 425,783 2,162,154

Methods used for allocation of expenses among program and supporting services

The special-purpose financial schedules report certain categories of expenses that are attributable to one or more program or supporting services of
the ABC. Those expenses include depreciation and plant maintenance. Depreciation and plant maintenance are allocated based on a square
footage basis.

Note 11 — Pension and other post-retirement benefits

Defined benefit plans

The Organization participates in the following non-contributory, defined benefit plans:

1. The defined benefit pension plan known as the Seventh-day Adventist Retirement Plan of the North American Division (NADRP). This plan,
which covers substantially all employees of the ABC, is administered by the General Conference of Seventh-day Adventists, North American
Division (NAD), in Columbia, Maryland, and is exempt from the Employee Retirement Income Security Act of 1974 as a "multiple-employer"
plan of a church-related agency. This plan provides primarily monthly pension benefits based on years of service and other factors.

The NAD Committee voted to freeze accrual of service credit in NADRP effective December 31, 1999, except for employees who chose the career
completion option, and to start a new defined contribution plan effective January 1, 2000. Certain employees will continue to be eligible for future
benefits under this plan. The ABC continues to make contributions to this plan, at rates determined annually by the plan.

2. The defined benefit health care plan known as the General Conference of Seventh-day Adventist North American Division Retiree Auxiliary
Healthcare Assistance and Death Benefit Plan (RAHAP). This plan, which covers substantially all employees of the ABC, is administered by
NAD in Columbia, Maryland, and is exempt from the Employee Retirement Income Security Act of 1974 as a “multiple-employer” plan of a
church-related agency. This plan provides primarily health-care benefits which supplement Medicare benefits. The extent of these benefits is
based on years of service and the beneficiary’s monthly contribution.

Accounting standards define these plans as “multiemployer” plans. As such, it is not required, nor is it possible, to determine the actuarial value of
accumulated benefits or plan net assets for employees of the Organization apart from other plan participants.

Information about the required contributions to these plans, the actuarial obligation for future benefits, and the funded status of these plans, is
presented in the tables below.

Required contributions from the Organization: NADRP RAHAP TOTAL
For the year ended January 31, 2020 $ 101,023 39,877 140,900
For the year ended January 31, 2019 $ 88,488 34,929 123,417
For the year ended January 31, 2018 $ 90,725 35,812 126,537
For the year ended January 31, 2017 $ 101,102 39,909 141,011
For the year ended January 31, 2016 $ 101,337 40,002 141,339
Because the following information is not publicly available, it is required to be disclosed

on the basis of information received from each plan.
Total contributions received from all employers:
For the plan year ended December 31, 2019* $ * *
For the plan year ended December 31, 2018 $ 116,320,826 42,806,003
For the plan year ended December 31, 2017 $ 110,851,633 40,409,332
For the plan year ended December 31, 2016 $ 105,681,437 38,553,586
For the plan year ended December 31, 2015 $ 104,592,497 37,631,162
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LIVINGWELL ADVENTIST BOOK CENTER
Notes to the Special-purpose Financial Schedules
Years Ended January 31, 2020, 2019, 2018, 2017, and 2016

Note 11 — Pension and other post-retirement benefits (continued)

NADRP RAHAP
Whether the Organization’s contributions were more than or less than 5% of the total
contributions received by each plan:
For the plan year ended December 31, 2019* * *
For the plan year ended December 31, 2018 less than less than
For the plan year ended December 31, 2017 less than less than
For the plan year ended December 31, 2016 less than less than
For the plan year ended December 31, 2015 less than less than
Plan net assets available for benefits: NADRP RAHAP
For the plan year ended December 31, 2019* $ * *
For the plan year ended December 31, 2018 $ 243,287,022 79,634,931
For the plan year ended December 31, 2017 $ 244,084,852 76,021,105
For the plan year ended December 31, 2016 $ 221,751,327 60,247,027
For the plan year ended December 31, 2015 $ 213,701,656 61,394,641

Actuarial obligation and funded status
Because the following information is not publicly available, it is required to be disclosed

on the basis of information received from each plan.
Date of plan year-end for latest actuarial information 12/31/2018 12/31/2018

Actuarial liability for future benefits $ 1,436,554,117 468,150,310
Value of net assets available for benefits $ 243,287,022 79,634,931
Plan funded status as of date of last actuarial data Less than 65%  Less than 65%

*Data for December 31, 2019 not yet available.
Risks and other information

The risks of participating in multiemployer plans are different from single-employer plans, in the following aspects:
* Assets contributed to a multiemployer plan by one employer may be used to provide benefits to employees of other participating employers.
* If a participating employer stops contributing to a plan, the unfunded obligations of the plan may be borne by the remaining participating
employers.
* If the Organization chooses to stop participating in a multiemployer plan, the Organization may be required to pay the plan an amount based on
the underfunded status of the plan, referred to as a withdrawal liability.

Other information about risks and contingencies related to these plans are as follows:
* Information about the plans is not publicly available, so no “certified zone status” has been determined.
* The Organization's required contributions are not the subject of any collective bargaining agreement.
* No funding improvement plans or rehabilitation plans had been implemented or were pending.
* The Organization has not paid any “surcharge” to either of the plans.
* No minimum contribution for future periods has been determined or required of the Organization.

Defined contribution plan

Effective January 1, 2000, the Organization participates in a defined contribution retirement plan known as "The Adventist Retirement Plan." This
plan, which covers substantially all employees of the Organization, is administered by NAD in Columbia, Maryland, and is exempt from the
Employee Retirement Income Security Act of 1974 as a multiple-employer plan of a church-related agency. The Organization contributed $58,921,
$48,888, $54,804, $55,441, and $49,074 to the plan for the years ended January 31, 2020, 2019, 2018, 2017, and 2016 respectively, based on a
stated percentage of each employee’s earnings and a stated matching percentage of certain employee voluntary contributions. Investment
management of the accumulated contributions designated for each employee is provided under an agreement between NAD Corporation and Great-
West Life & Annuity Insurance Company.

Note 12 — Basis of special presentation

The accompanying special-purpose schedules include only the accounts and activity of the ABC, which is a department of the Conference.
Compliance with Statement of Financial Accounting Standards No. 117 of the Financial Accounting Standards Board would require the whole
organization to be included in general-use financial statements. The Conference believes this special presentation is useful to analyze this
department apart from the rest of the entity.
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LIVINGWELL ADVENTIST BOOK CENTER
Notes to the Special-purpose Financial Schedules
Years Ended January 31, 2020, 2019, 2018, 2017, and 2016

Note 13 — Contributed services

Under provisions of Financial Accounting Standards Board Statement of Financial Accounting Standards No. 116, contributions of services shall be
recognized if the services received (a) create or enhance nonfinancial assets or (b) require specialized skills, are provided by individuals possessing
those skills, and would typically need to be purchased if not provided by donation. The ABC has received the services of the General Conference
Auditing Service who have audited the special-purpose financial schedules for the years ended January 31, 2020, 2019, 2018, 2017, and 2016. The
amount of contributed services recognized as revenues for the periods are $27,878, $0, $30,047, $26,063, and $23,541 for the years then ended,
respectively. These amounts are a product of the number of person-hours spent in performing the audit and the cost-recovery rate established by
the General Conference of Seventh-day Adventists.

Note 14 — Operating lease

The ABC is the lessor of 19,181 square feet of its store space (approximately 48% of the property) at Cherry Hill Road to Staples, the Office
Superstore East, Inc., an operating lease with an initial term of three years expiring January 31, 2018 with two options for five additional lease years
each. Cost and accumulated depreciation of the whole building and land is disclosed in Note 6. The cost or fair value of the portion of the property
under lease is not objectively determinable. Commissions and legal fees related to the signing of the lease have been treated as other assets in the
financial statements and have been amortized by the ABC over the life of the lease. The operating lease was not renewed with Staples in the
subsequent period.

Note 15 — Financial condition

The ABC has experienced recurring losses from operations and increasing liabilities. The decrease to net assets was $545,958 and$446,119 for the
years ended January 31, 2020 and 2019, respectively. Liabilities exceeded operating assets by $2,328,254 and $1,570,077 for the years ended
January 31, 2020 and 2019, respectively. The Columbia Union Revolving Fund notes payable increased by $729,546 from the year ended January
31, 2019 to 2020. The ABC receives support from the Conference through in-kind services such as payroll, human resources, and legal
representation and consulting. The ABC is subject to the effect of economic risk for its customers and the risk that its major suppliers' pricing could
conflict with its objectives, as mentioned in Note 1. Management is developing plans to address this matter.

The Conference is committed to the ongoing ministry of the Organization. Retaining leadership with retail experience, continuing the active search
for a quality lessee of available floor space, reduction of staffing costs, and consideration of alternative long-term debt financing are some of the
steps being taken to strengthen the store's financial position. Additionally, the Conference has applied on behalf of the Organization to participate in
the Paycheck Protection Program authorized under the federal CARES legislation that provides economic disaster relief in the context of the COVID-
19 pandemic.

Note 16 — Subsequent event

The COVID-19 outbreak in the United States has caused disruption of operations through mandated and voluntary closings of many businesses
and non-profits, various “stay at home” orders, and significant unemployment. During this time, the ABC continues operations on a limited basis.
COVID-19's impact on operational and financial performance will depend on certain developments, including the duration and spread of the
outbreak and its impact on our customers, employees, vendors, surrounding churches and affiliated entities, all of which are uncertain and cannot
be predicted. Therefore, while the ABC expects this matter to impact its operating results, the related financial impact and duration cannot be
reasonably estimated at this time.

Note 17 — Liquidity and availability

2020 2019

Financial assets available to meet cash needs for general expenditures within one year* $ 529,617 585,677
*Total assets, less nonfinancial assets (e.g. PPE, inventory, prepaids)

*Calculation of financial assets at year-end:

Total assets $ 7,408,945 7,225,557
Plant assets (5,931,722) (5,779,223)
Inventory/prepaids (947,606) (860,657)
Financial assets at year-end $ 529,617 585,677
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LIVINGWELL ADVENTIST BOOK CENTER

Notes to the Special-purpose Financial Schedules
Years Ended January 31, 2020, 2019, 2018, 2017, and 2016

Note 18 — Working capital and liquidity

In order that adequate financial resources will be available for the sound and effective operation of all organizations, the Seventh-day Adventist
denominational policy recommends organizations maintain specified levels of working capital and liquidity. This footnote summarizes the ABC's
operating fund working capital and liquidity as compared to the policy recommendation stated in the North American Division of the General
Conference of Seventh-day Adventists Working Policy and the Seventh-day Adventist Accounting Manual.

Working capital

Current assets

Current liabilities

Actual working capital
Recommended working capital®

Working capital surplus (deficit)
Percent of recommended working capital available

Current ratio

Liquidity statement
Cash and cash equivalents (Note 2)

Accounts receivable - conference (Note 3)
Total liquid assets

Current liabilities
Total commitments

Liquid assets surplus (deficit)

Percent of liquid assets to commitments
*Calculation of recommended working capital
Accounts receivable, net (Note 3)

Inventories (Note 4)
Total recommended working capital

2020 2019 2018 2017 2016

$ 1,417,502 1,446,334 1,837,041 2,213,995 2,309,823
(746,539) (754,534) (585,947) (736,420) (691,143)
670,963 691,800 1,251,004 1,477,575 1,618,680

935,245 881,622 885,990 1,110,086 1,043,623

$ (264,282) (189,822) 365,104 367,489 575,057
71.74% 78.47% 141.21% 133.10% 155.10%

1.9:1 1.92:1 3.14:1 3.01:1 3.34:1

$ 401,378 359,139 779,368 930,170 1,114,807
4,395 1,260 - - 66

405,773 360,399 779,368 930,170 1,114,807

746,539 754,534 585,947 736,420 691,143

746,539 754,534 585,947 736,420 691,143

$ (340,766) (394,135) 193,421 193,750 423,664
54.35% 47.76% 133.01% 126.31% 161.30%

$ 98,351 97,716 115,830 176,258 191,588
836,894 783,906 770,160 933,828 852,035

$ 935,245 881,622 885,990 1,110,086 1,043,623
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June 8, 2020

Lisa Shannon, Financial Officer
LivingWell Adventist Book Center
12004 Cherry Hill Road

Silver Spring, MD 20904

Dear Lisa:

Enclosed are exposure drafts of the audited financial statements for LivingWell Adventist
Book Center for the years ended January 31, 2020, 2019, 2018, 2017, and 2016.

Please review the enclosed draft documents, and let us know as soon as possible if they
contain any clerical or factual inaccuracies. Check the appropriate box below, and retum this
letter to us at your earliest convenience so that we may make any necessary comections

promptly.
Sincerely,

Syt

Sable Grant
Region Manager

Enclosures

Please complete this form and return it to GCAS

[ 1 I have examined the financial statements for LivingWell Adventist Book Center for the
years ended January 31, 2020, 2019, 2018, 2017, and 2016. They appear to be materially
comect. Please send a final copy for distribution to the constituents.

[\/f | have examined the financial statements for LivingWell Adventist Book Center for the
years ended January 31, 2020, 2019, 2018, 2017, and 2016. Please consider the suggested
corrections or adjustments listed below, and then send a final copy for distribution to the
constituents.
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