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ZION BENEFITS SERVICES, INC.
Dr. David A. Aiken, Sr., Executive Director
Report to:
THE AFRICIAN METHODIST EPISCOPAL ZION CHURCH
BOARD OF CONNECTIONAL TRUSTEES &

CONNECTIONAL COUNCIL
July 18-20, 2018
EXECUTIVE SUMMARY

| greet everyone here assembled in the divine grace, mercy and peace of our Lord and Savior, Jesus the Christ.
Because His faithfulness and favor continuously uphold every fiber of my being, | must always give thanks to Him,
praise Him to the highest and worship Him in Spirit and Truth; especially, when | consider all that He has brought
me through, where He has brought me from and where He has brought me to.

This report aims to provide highlights about the financial condition, ministerial effectiveness and forthcoming
ministries that are under the auspices of Zion Benefits Services (ZBS), Inc. As always is the case, your support is
greatly appreciated and, of course, critical for guaranteeing the viability of this department’s assigned functions.
The ZBS staff is altruistically committed to serving clients with compassionate and professional attitudes.

“THE FINANCIAL CONDITION

1. A copy of this department’s Audited Financial Statements for the fiscal year ending 12/31/2017. Audit was
conducted by John W. Spann, Jr., Certified Public Accountant. In the auditor’s opinion, the financial statements
present fairly, in all material respects, the financial position of ZBS as of December 31, 2017 and 2016, and
related statement of activities, functional expenses and cash flows, in accordance with accounting principles
generally accepted in the United States of America. In summary, the report reflects overall soundness in ZBS’
financial condition and sufficient operating cash flows to sustain benefits programs for pastors, relief for
spouses of deceased pastors and the ZBS Insurance program. While cash flow requirements for benevolent
payments to retired pastors is challenging, steps that are being taken to address this condition will be presented
later under the heading of THE PASTORS’ RETIREMENT BENOVELENCE MINISTRY.

ZBS INSURANCE PROGRAM

1. The ZBS (formerly Varick) Insurance Program continues to offer the best options for adequately protecting the
denomination against Property & Liability perils. Nevertheless, efforts to get more Local Churches enrolled in
the church’s insurance program have yet to yield the desired results. The percentage of our churches
participating in the program rose slightly above where it stood this time last year (from 28% to 30%). Increase
is due primarily to new enrollments in the Western Episcopal District where a campaign is underway to reach
100% enrollment. Plans are underway for the development of a dedicated sales team and offerings of
incentives to expand and grow the program during this coming year.

2. Having been informed by insurance carriers that better pricing could be realized on the denomination’s
insurance policy if data on insured property values were more up-to-date. Therefore, in March of this year, the
appraisal firm of Gallagher Bassett was retained to perform replacement cost appraisals on all churches that
are insured through ZBS Insurance Program. Appraisals are being done at cost of $250.00 per church and as of
this writing approximately one half of the appraisals have been completed. Results show that many our
churches are under-insured.

3. Claims activity during this current policy year (Oct 1, 2017 — Sept 30, 2018} has been rather unfavorable due to
Hurricane Irma damages to four (4) churches and fourteen (14) churches having pipes to burst during the “Bomb
Cyclone” ice storm up and down the east coast. While the total of claims filed in these two incidents exceeded
$900,000.00, fortunately, cost to the ZBS Insurance Program will not exceed $200,000.00. Lesson learned




regarding to the later incident is that many of our churches fail to take basic steps to prevent pipes from freezing
during extremely cold weather temperatures, i.e., by not shutting off heating systems and leaving water
running.

THE MINISTERIAL RELIEF MINISTRY

THE PASTORS’ LIFE INSURANCE MINISTRY

During the year 2017, twelve (12) spouses of deceased pastors were added to the list of benefit recipients and
fifteen (15) were deleted, which resulted in a year-end total of two hundred ninety-seven (297) individuals
receiving assistance in this ministry.

Recent discovery of incidents whereby payments to widows who’ve not been reported as deceased are being
taken and spent by their living relatives. Because of these abhorrent and costly circumstances, ZBS recently
sent letters to all enrollees with requirements for confirming certain personal data, including affirmation that
they’re still a member of the AME Zion Church and that they haven’t remarried. Payments to individuals who
didn’t respond by a specified date were terminated.

e Presently, twelve hundred ninety-eight (1,298) pastors (active & retired) are insured under the
denomination’s Group Life Insurance policy that is carried by the Unum Insurance Company of
America. During the year 2017 fourteen (14) death claims were paid that total $91,500 vs
$148,000 in the previous year. Synopsis of claims paid reveals the following distribution:

e 4(29%) - Under age 70 @ $10,000.00

e 1(7%)- Between ages 70-75 @ $6,500.00

e 9 (64%) - Over 75 @ $5,000.00

1. While many of our pastors are enrolled in Zion’s Group Life Insurance program, still too many aren’t; simply

THE PASTORS’ RETIREMENT ASSISTANCE MINISTRY

1.

because they haven’t completed and submitted the required Census Data & Beneficiary Designation Form. All
pastors are urged to take advantage of this benefit wherein premiums are paid from the connectional budget.

Having been instructed to revise guidelines for the administration of the Pastors’ Benevolent Retirement Fund,
especially the requirement for IRS documentation to verify salaries, a proposal for how this will be accomplished
is before you today. The proposal, which is included as an addendum to this report has been thoroughly
analyzed and approved by the Board of Connectional Trustees and Board of Bishops is believed to be the best
and most viable alternative for the Church to adopt. New guidelines will allow for greater participation among
retiring pastors. (See attached guidelines)

In accordance with mandates of the Fiftieth (50™) session of the AME Zion Church’s General Conference held in
the year 2016, the Connectional Council in July 2017 and Board of Bishops in February 2018 to move forward
with the development of an AME Zion 403(b)(3) Retirement Plan, required work necessary to accomplish this
task has been done. A Summary of the recommended Plan is also included as an addendum to this report.
Electronic copies of the complete Plan Document are available upon request at the offices of ZBS and the
General Secretary Auditor. Prayerfully, this retirement plan will inspire pastors and employees of the AME Zion
Church to invest in retirement savings plans that in the long run will provide significantly more economic
support and comfort upon retirement. (See attached Retirement Plan Summary)

In closing, | want to thank each of you for allowing me the great privilege to serve as Executive Director of
Zion Benefits Services, Inc. Words cannot express how much your continued support, encouragement
and prayers have meant to me. Thank you! Thank you! Thank you!

May the richness of God’s blessings keep us moving forward with endless joy and excitement in that which
our Lord requires of us. Rest assured that I'll forever remain your brother in Christ and,

His Servant.
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Report of Independent Auditors

Connectional Trustees Board of

ZION BENEFITS SERVICES, INC.

AFRICAN METHODIST EPISCOPAL ZION CHURCH
Charlotte, North Carolina

Report on the Financial Statements

We have audited the accompanying statements of ZION BENEFITS SERVICES, INC. of the
African Methodist Episcopal Zion Church (ZBS), which comprise statements of financial position
as of December 31, 2017 and 2016 and the related statements of activities, functional expenses and
cash flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits 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 financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the ZBS’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
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expressing an opinion on the effectiveness of the ZBS’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 financial statements. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the ZBS’s as of December 31, 2017 and 2016, and related statement of
activities, functional expenses and cash flows for the year then ended, in accordance with
accounting principles generally accepted in the United States of America.

CAMS Ministries

John W, Spann Jr. C.P.A.
Charlotte, North Carolina
May 21, 2018



ZION BENEFITS SERVICES, INC.

AFRICAN METHODIST EPISCOPAL ZION CHURCH
Statement of Financial Position

As of December 31, 2017

With Comparative Totals as of December 31, 2016

Comparative
Totals Totals
ASSETS 2017 2016
Current Assets:
Cash and Cash Equivalents Note 3 472,177 $ 132,139
Insurance Premiums Receivable-Net Note 4 20,629 11,834
Other Assets 838 -
Prepaid Insurance 783,338 711357
Total Current Assets 1,276,982 855,330
Property and Equipment, net 5218 8,681
TOTAL ASSETS $ 1,282,200 $ 864,011
LIABILITIES AND NET ASSETS
Current Liabilities:
Accounts Payable 3,167 2,020
Loan Payable 661,434 525,389
Total Current Liabilities 664,601 527,409
Total Liabilities 664,601 527.409
Net Assets
Unrestricted 617,599 336,602
Total Net Assets 617,599 336,602
TOTAL LIABILITIES AND NET ASSETS $ 1,282,200 $ 864,011

The accompanying notes are an integral part of the financial statements.
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ZION BENEFITS SERVICES, INC.

AFRICAN METHODIST EPISCOPAL ZION CHURCH

Statement of Activities
Year Ended December 31, 2017

Comparative Totals for the Year Ended December 31, 2016

2017 2016
Comparative
Totals Totals
SUPPORT AND REVENUE
Allocations-Connectional Budget Department § 744,938 $ 760,321
Premium Revenue 1,668,887 1,630,367
Other Income 450 8,718
TOTAL $ 2,414,275 2,399.406
EXPENSES
Program Services:
ZBS Insurance and Property Claim Loss Programs $ 1,337,446 1,439,895
Pastor's Retirement & Life Insurance 500,137 453,927
Ministerial Relief 285,818 291,950
Support Services:
Management and General 9,877 9,125
TOTAL $ 2,133,278 2,194,897
CHANGE IN NET ASSETS $ 280,997 204,509
PRIOR PERIOD ADJUSTMENT $ - $ (179,087)
NET ASSETS, BEGINNING $ 336,602 $ 311,180
NET ASSETS, ENDING $ 617,599 $ 336,602

The accompanying notes are an integral part of the financial statements.
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ZION BENEFITS SERVICES, INC.

AFRICAN METHODIST EPISCOPAL ZION CHURCH
Statement of Cash Flows

Year Ended December 31, 2017

Comparative Totals for the Year Ended December 31, 2016

Comparative
Totals Totals
2017 2016
OPERATING ACTIVITIES
Change in Net Assets 280,997 $ 204,509
Adjustments to reconcile change in net assets
to cash flows from operating activities
Depreciation 3,464 3,462
Pre year Adjustment - (179,087)
(Increase) Decrease in current assets:
Premiums Receivable (8,795) 150,253
Prepaid Insurance (72,819) (448)
Increase (Decrease) in current liabilities:
Accounts Payable 1,147 1,020
Net Cash Provided By Operating Activities 203,994 179,709
INVESTING ACTIVITIES
Purchases of property and equipment (6,475)
Net Cash Provided By Investing Activities - (6,475)
FINANCING ACTIVITIES
Change in notes payable 136,045 (197,979)
Net Cash Provided By Financing Activities 136,045 (197,979)
CHANGE IN CASH 340,039 $ (24,745)
CASH, BEGINNING 132,138 $ 156,883
CASH, ENDING 472,177 $ 132,138
SUPPLEMENTAL INFORMATION
Interest Paid 8,877 6,596

The accompanying notes are an integral part of the financial statements.
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ZION BENEFITS SERVICES, INC.

AFRICAN METHODIST EPISCOPAL ZION CHURCH
Notes to the Financial Statements

Year Ended December 31, 2017

Note 1- Organization and Purpose

The ZION BENEFITS SERVICES, INC. (ZBS) is a Department of the A.M.E. Zion Church
whose purpose is: (1) to provide retirement benefits and self-managed retirement plans for the
pastors of African Methodist Episcopal Zion Church (the “Church™), (2) to provide death benefits
for the pastors of the Church, (3) to provide relief for living spouses of deceased pastors of the
Church and (4) to provide risk management and commercial insurance procurement services to
protect the churches of the Church and its affiliated schools and institutions against property and
casualty losses.

Note 2 — Summary of significant accounting policies

Basis of accounting — The financial statements of the ZBS have been prepared on the accrual
basis of accounting whereby revenues are recognized when earned and expenditures are
recognized when incurred. This basis of accounting conforms to accounting principles
generally accepted in the United States of America.

Basis of presentation — The ZBS’s financial statement presentation follows the
recommendations of Financial Accounting Standards Board in Accounting Standards
Codification (FASB ASC) Topic 958-205, Not-For-Profit Enfities - Presentation of
Financial Statements. Under ASC 958-205, the ZBS is required to report information regarding
its financial position and activities according to three classes of net assets: unrestricted net
assets, temporarily restricted net assets and permanently restricted net assets. Net assets are
defined as follows:

Unrestricted net assets — Unrestricted net assets include resources, which are available
for the support of the ZBS’s operating activities.

Temporarily restricted net assets — Temporarily restricted net assets include resources
that have been donated to the ZBS subject to restrictions as defined by the donor.
These restrictions are met by the action of the ZBS and/or passage of time. When the
restriction expires as a result of the lapse of time requirement or achievement of the
specified purpose stipulated, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statement of activities as net assets released
from restrictions.

Permanently restricted net assets — Permanently restricted net assets consist of endowment
and similar type funds in which the donors or other outside sources have stipulated, as a
condition of the gift instrument, that the principal is to be maintained in perpetuity, and
invested for the purpose of producing present and future income, which may be expended.
The ZBS currently has no permanently restricted net assets.



ZION BENEFITS SERVICES, INC.

AFRICAN METHODIST EPISCOPAL ZION CHURCH
Notes to the Financial Statements

Year Ended December 31,2017

Note 2 — Summary of significant accounting policies (continued)

Use of estimates — The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure
of contingent assets and liabilities at the date of the financial statements and the reported amounts

of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Cash and cash equivalents — For purposes of the statement of financial position and the
statement of cash flows, cash and cash equivalents includes balances on deposit in financial
institutions, cash on hand and interest bearing money market accounts with an original maturity
date of three months or less.

Functional allocation of expenses — The costs of providing the ZBS’s various programs and
supporting services have been summarized on a functional basis in the Statement of Activities.
Certain costs have been allocated among the programs and supporting services benefited.

Program services — Comprises activities that contribute to the ZBS mission of providing
insurance, retirement, relief and risk management for the Church.

Supporting services — Includes activities such as management and general services required
to ensure an adequate working environment, provide administrative support and manage the
ZBS’s financial and budgetary functions.

Income tax status — The ZBS is a not-for-profit organization that is exempt from income taxes
under Section 501(c) (3) of the U.S. Internal Revenue Code and from state income taxes under
similar provisions of North Carolina tax laws. Consequently, no provision for income taxes has
been made in the accompanying statements.

Note 3 — Cash and cash equivalents

Cash and cash equivalents are comprised of the following at December 31, 2017:

2017 2016
BOA Insurance Loss Fund $ 320,648 % 22,228
BOA ZBS Insurance 118,132 62,515
BOA ZBS Operating 3,119 2,773
BOA ZBS Life Insurance 1,114 3,804
BOA 7ZBS Retirement Fund 7,262 37,999
BOA ZBS 401K 1,000 1,000
BOA Ministers Relief 20,902 1,820
Total Cash & Cash Equivalents $ 472,177 % 132,139
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ZION BENEFITS SERVICES, INC.

AFRICAN METHODIST EPISCOPAL ZION CHURCH
Notes to the Financial Statements

Year Ended December 31. 2017

Note 4- Subsequent Events
Management has evaluated subsequent events through May 20, 2018, the date the financial

statements were available for issuance, and has determined that there are no subsequent events
requiring disclosure.
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Optimal Coverage for
Each Church & Ministry

ZBS INSURANCE

Stewardship in the 21°° Century

Who & What’s Covered?
The A.M.E. Zion Church’s
Most Valuable Assets!

ZION’S PEOPLE
Bishops
General & Connectional Officers
Presiding Elders
Pastors
Stewards
Trustees
ZION’S PROPERTY
Local Church Buildings
Parsonages/Episcopal Residences
School & College Buildings
Business & Personal Contents
Fine Arts/Stained Glass Windows
Valuable Papers

Boiler & Machinery / Mechanical Breakdown

Building and Business Personal
Property (Replacement Cost)

Boiler and Machinery/ Mechanical
Breakdown

Flood (No need for additional
insurance)

Earthquake

Wind/ Hail {(Automatically included in

policy)

Liability
General Liability
Pastoral Professional
Directors & Officers Liability
Employment Related Practices
Sexual or Physical Abuse or Molestation

Auto
Church Owned Vehicles
Hired/Non-Owned Vehicles

Crime
Employee Dishonesty
Forgery
Computer Fraud






