4D Ministries

Memorandum for Record

Preparation of the 2012 IRS Form 990 

Given that the organization’s financial management information is not provided by Vision Quest Alliance in a format that is easily transferable to the primary categories required for preparing the IRS Form 990 (Return of Organization Exempt from Income Tax), alternative methods have had to be developed to accurately determine and report that information.

This has been accomplished in the following way for the completion of the 2012 return:

1. Given 4D’s fairly unique ministry model of partnering with individual churches, associations/networks of churches and national ministry organizations in Eastern Europe in order to accomplish its mission, all of the US-based staff are fully engaged in directly undertaking the primary mission of the organization. Using time allocations as a good measure of individual focus and productivity, each staff member’s total compensation was allotted to the three reporting categories (program services, administration and fund-raising) on a percentage basis. This approach was also used for allocating costs associated with the work of our US-based independent contractor (note: VQA contract services payments and related charges were all considered to be reportable as administration expenses).
2. Using primary reference documents (expense reports, reimbursement requests, invoices, etc) and information derived from the VQA-supplied Summary Statement of Activity with Balances (“MU Report”), costs directly associated with all ministry in Eastern Europe (attributable to US-based staff, EE partner ministries and EE partnerships) were identified.
3. Using information derived from VQA-supplied 12-31-2012 reports, total contributions/income, total expenditures and balance sheet assets & liabilities were verified.

4. Deducting known expenditure amounts, which included allocations for all three categories, from the verified total expenditure amount produced a net balance which was then allocated to the three categories based on the percentages attributed to the US-based independent contractor.

5. Conversion of the functional expenses category amounts reported by VQA was accomplished by determining which categories could be verified as reasonably accurate (such as depreciation expense for the vehicle used in Eastern Europe and financial services fees), subtracting that amount, the known amount attributable to EE-based grants & expenses, compensation allocations and contracted allocations from total expenditures and then using proportional percentages to determine final amounts for each remaining functional expense category.
It should also be noted that the president and the cfo are acutely aware of the essential inefficiency involved in the preparation of the annual 990 form using the methodology above. They are undertaking to seek a better means of categorizing and reporting the primary financial data of the organization in such a way that it can be easily used for the preparation of the 990 form in the future (while recognizing that there will need to be a transition period for at least the 2013 form, while new methods and possible organizational changes are considered and adopted).
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