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Save the Date

FORV/S

2023 Financial
Services Virtual
Symposium

You’re Invited!

Join FORVIS and other industry professionals for the 2023
Financial Services Virtual Symposium, where we'll provide
guidance on topics redefining the financial landscape.

Featuring presentations on the following topics,
among others:

® |ndustry Outlook
= Credit Risk

You're Invited / Virtual Event
November 15 & 16

= Accounting & Tax Update
9 a.m.-1 pm.CT J P

Regulatory Compliance

forvis.com

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the IJ.S"P" Scan the code to save the date' For more information or .to save -the date
L ’

scan the QR code or visit: forvis.com/fs
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Agenda

= Form 990 Overview
= Common Errors
= Unrelated Business Income

= QOther Items
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Form 990
Overview
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Background of Tax Exemption

= Federally-chartered credit unions (IRC §501(c)(1))
- Instrumentalities of the federal government
- No annual Form 990 filing requirement
- Not subject to unrelated business income tax

= State-chartered credit unions (IRC §501(c)(14))
- Required to file annual Form 990
- Subject to unrelated business income tax

= Tax exemption under IRC §501 is specific to federal income tax & does not
exempt credit unions from other types of taxes (payroll, property, sales)

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office.




Form 990

= Form 990 is an “informational return” not a “tax return”
- Form 990 must be complete & accurate
- Form 990 must be available for public inspection
- Form 990 must be filed electronically

= There are substantial penalties for non-compliance

- Late filing penalties
- Revocation of exempt status for those failing to file for three consecutive years

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office.




Public Disclosure

= Maintain a public disclosure copy of Form 990

= Form 1024 & attachments also (exception if you did not have a copy on July 15,
1987)

= Form 990 is available on Guidestar (www.guidestar.org)

18 Section 6104 requires an organization to make its Forms 1023 (1024 or 1024-A, if applicable), 990, and 990-T (section 501(c)
(3}= only) available for public inspection. Indicate how you made these available. Check all that apply.

[] Own website [] Another's website [] Uponrequest [ Other fexplain on Scheduie O)
19 Describe on Schedule O whether (and if so, how) the organization made its goveming documents, conflict of interest policy,

and financial statements available to the public during the tax year.
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IRS Organization Search

= Replaces EO Select Check

= |mages of newly filed 990s
- Added monthly

= Mobile friendly

= Determination letters issued after 1/1/14

= https://www.irs.gov/charities-non-profits/tax-exempt-
organization-search

Tax Exempt Organization Search
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Who Is Looking at Form 9907

= Credit Union Members = State Attorneys General

= Congress = QOther Credit Unions

= |IRS = QOther watchdog groups

= Media

= General public —
I am writing Please remove my

= Vendors Dear IRS, to you to cancel | |name from your
my subscription. mailing list.
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Core Form

= Part lll: Program Service Accomplishments

- Describes in detail the types of programs the organization conducts — what do you want your
members to know?

= Part IV: Checklist of Required Schedules

- Various questions to help pinpoint exactly how many additional schedules will be attached

= Part V. Statements Regarding Other IRS Filings & Tax Compliance

- Questions about foreign banking, the need to file a 990-T, items the IRS will need to know about

= Part VI: Governance, Management & Disclosure

- Various questions & disclosures that provide more detail into who manages the organization &
policies in place (all best practices)

= Part VII: Compensation of Officers, Directors, Key Employees, Highest
Compensated Employees & Independent Contractors

| ] | ]
= Parts VI, IX, X: Financials
J J "
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Schedules

= Schedule C: Lobbying Activities

= Schedule D: Supplemental Financial Statements
= Schedule I: Grants & Other Assistance

= Schedule J: Compensation Information

= Schedule L: Transactions with Interested Persons
= Schedule O: Supplemental Information

= Schedule R: Related Organizations

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




Common Errors
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Common Reporting Errors

= Missing applicable schedules

- Answers to Part IV, Checklist of Required Schedules shows which schedules
should be attached.

- IRS can deem missing schedules an incomplete return & assess late filing
penalties.

- Note Part IV, Line 38 must be “yes” & Schedule O must contain applicable
narratives.

38 Did the organization complete Schedule O and provide explanations on Schedule O for Part VI, lines 11b and
197 Note: All Form 990 filers are required to complete Schedule O . . . . . . . . . . . . . . a8
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Common Reporting Errors

= Board Members & Independence
- Number of voting board members at year-end
- Independence impaired if:

» Receliving any W-2 compensation
 Receiving 1099 of $10,000 or more

« Schedule L transactions in excess of specified thresholds reported for
organizations owned more than 35% by the board member, providing
compensation to a relative of the board member

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




Common Reporting Errors

= Part VIl, Section A, Compensation

Fiscal year filers report compensation using data from the calendar year
ending within the fiscal year

Use W-2 & 1099

Deferred compensation (ER portion) & nontaxable benefits (EE+ER portions)
should be reported

All voting board members serving during the year should be listed, & officers
of the board are checked as both director & officer

List top management official & top financial official as officers

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office
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(c) \
Position
A @ ido not check more than ona D) &) _[F]
Mame and Titla Average | box, unless person is both an Raportable Haportable Estimated
hours per | gfficar and a directorftrustes) | COMpensation |compensation from amount of
wook (list — T . - from related other
hours for EE 2 .Qu ﬁ: S| S the organizations compansation
elated | 2 (E| 3|2 |F8| 2| organization | (W-2/1098-MISC) from the
organizations| S5 | | ~ | 2 i B R | Ww-2/1009-MISC) organization
below dotted| 3| 2| |28 and retated
lire) % E i T organizations
il || &
_() [Officer of the Board |_____ I X X
_(2) |Board member I 1
T(rmt an Officer)
— |CEO/Executive Director [ | |
Wecrol———— ] X
5
8] Key employee —————— ———— X W-2 must be more than >$150,000
_(6) |5 Highest compensated | [ | X
other employees
(7)
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Schedula J [Form o] e

Fage &

m Officers, Directors, Trustees, Key Employees, and Highest Compensated Employees. Use duplicate copies if additional space is needsad.

For each individual whose compensation must be reported on Schedule J, report compersation from the organization on row (I and from related organizations, descrnibed n the

irstructions, on row [i). Do not list any individuals that arent listed on Form 980, Part VIL
Note: The sum of columns [BYiHiil) for sach listed individual must equal the total emount of Form 980, Part VI, Section A, line 13, applicable column (0§ and (E} amounts fior that individual.

[E) Breakdown of W-2 and'or 1000-WMEST andfor 1000-NEC: companstion

[C) Retramant ang (D] Nortmabie [E} Total of coksmns {F) Companzsation
Eh L Bonus & inoentiea CRhar O & DarT Denats B in column [E) reportad
(&) Mame and Tale n:rﬂql:-ﬂmm:ﬂ ol ot " rﬂlﬂﬂﬁi mpensation I o ekt o i
COmpansaion Form 34

i
1 fil
]
2 (a1)
=)

|

Breakdown of W-2 box 1 or 5
(whichever is higher)
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Common Reporting Errors

= Part VII, Section B, Independent Contractors

- List five highest compensated independent contractors that received more
than $100,000 of compensation

- Should be reported using calendar-year data
- A 1099 report may not include all vendors
- Incorrectly reporting utility companies

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




Common Reporting Errors

= Reporting Political Campaign & Lobbying Activities
- Schedule C reporting requirement
- Consider dues paid to other organizations

 Chamber of Commerce
* Credit Union PACs

= |Loans with Interested Persons, i.e., Board Members & Officers
- Schedule L reporting requirement

« Keep in mind this is a public document

- Loans from a Credit Union made to an interested person on the same terms
as offered to other members of the credit union are not required to be
reported on Schedule L

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




Common Reporting Errors

= Related Organizations
- Have you checked to see if the Credit Union Foundation is related?

« Common board?
- Partnerships & Corporations the CU owns greater than 50%

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




Form 990-T
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Unrelated Business Income

= UBI defined under Regulations §1.513-1(a)

= Three-part test
- Is the activity a trade or business?

* Activity carried on for the production of income from sale of goods or services
- Is the activity regularly carried on?

* Questions the frequency & continuity of the activity comparable to for-profit
taxable entities

- Is the activity substantially related to the exempt purposes?

* Must have a substantial relationship to achieve the entity’s exempt purpose
* A source of funding for other exempt activities is not enough

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office.



Unrelated Business Income

= Tax Memo issued 3/24/14
= Bellco Credit Union v. U.S.
=  Community First Credit Union v. U.S.

= Specifically outlined activities UBI or not UBI

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office.




Unrelated Business Income

= |ncome-producing activities substantially related
- Sale of checks/fees from a check printing company
- Debit card program interchange fees
- Credit card program interchange fees
- Interest from credit card loans

- Sale of collateral protection insurance

- Sale of credit, life, credit disability insurance or GAP auto insurance to
members

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office.




Unrelated Business Income

= |ncome-producing activities subject to UBI
- Automobile warranties
- Dental insurance
- Cancer insurance
- Accidental death & dismemberment
- Life insurance
- Health insurance

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office.




Unrelated Business Income

= |ncome-producing activities subject to UBI
- ATM “per transaction” fee from non-members
- Credit life & credit disability insurance sold to non-members
- GAP auto insurance sold to non-members
- All other insurance products, unless a royalty agreement

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office.




Unrelated Business Income

= Debt-Financed Property

Property held to produce income; &

Acquisition, indebtedness any time during the year
Exception for exempt purpose use

Examples

* Interest income earned on bonds purchased on margin
« Rental income from building with a mortgage

= Rental income with personal property

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office.




Unrelated Business Income

= Deductions

- To be “directly connected” with a trade or business, an item of deduction must

have a proximate & primary relationship to carrying on of the unrelated trade
or business generating the gross income

- Dual-use facilities — expenses, depreciation, & similar items attributable to
such facilities must be allocated between the two uses on a reasonable basis

- Indirect expenses must be allocated among the separate unrelated trade or
business

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office.




SCHEDULE A Unrelated Business Taxable Income DAME b, 11545-0047
{Form 800-T) From an Unrelated Trade or Business 20929
et

| | | |
e G0 to WWWLIrs. gov/FOrmES0T for Instructions and the Iatest Information. . n
paparment o M1e TTSASY | Do not enter SSM numbers on this form & [t may be made puBlic If your arganization 18 a 5014, TH\) Organtzaiions Gty

A Name of the crganizatian B memmum number

C Unredated business activity code (see mstructions) . . . . . . D Sequenca: of

| Tax CutS & JObS ACt E Describe the unrelated trade or businass

Sl Unrelated Trade or Business Income ) Income: [B] Expansss €] Nat

1a Gross receipts or sales
b Less retums end allowences c Balance 1c
2  Costof goods sold (Part [, line 8) . C e e e e
3  Gross profit. Subtract line 2 from line 16, . .
] I RC §5 1 2( )(6) da Capital gan net income [attach Schedule D [Fc-rm 1I:M1 or
a Form 1120)). See mstrucbons . . . .
b Met gain (loss) (Form 4?‘9?] #n‘l:tal::h F-:xm -179?‘; See
instructions . . . .
¢ Capital loss deduction for trusts . .
&  Income (Joss) from & partnership or an S -:urpc-ratlcn -:att.a;:h

Group activities e i |

B Interest, annuities, royalties. and rents fr-:m a ni:-ntn:-llad

using NAICS codes e A

&3 ha

gE &

= & &h

organizetions (Part VIl . . . @
Most activities 0 Do sy o Pt - - - [0
12  Other income [see instructions; attach statementy . . . . 12

rt d t th 13 Total. Combine lines 3 through 12 . . . 13

re p O e Og e e r Deductions Not Taken Elsewhera Bea |nstruc||orts far limitations on deductions. Deductions must be
directly connected with the unrelated business incomea.

1 Compensation of officers, directors. and trustees [F‘art ){:l C e e e 1

= Ai ke 2  Salaries and wages 2

u LOSS ACtIVItleS 3  Repawrs and maintenance e, 3

& Interest (attach Bta.lamenl:l Seemtructlc-ns 5

6 Taxes and Bcanses . e e e e e g
7  Depredation (attach Form asaz: See instructions. . T ]
B Leasdapre::m‘bc-n claimed in Part lll and elsewhere onretum . . . . . [ 8a | b
|| S C h e d u I e A 10 Contributions to daferred Dnmpansallun |:|IE|rr5 C e e e e e e e e e e :2

11 Employee benefit programs. .

12  Excess exempt expenses (Part 1.llll:l e e e e 12
13 Ewcessreadershipcosts (ParltIX) . . . . . . . . . . . . o L L . Lo L. L L. 13
14  Other deductions (attach stetement) . . . . . . . . . . . . . . . . L L. L L. 14
16  Total deductions. Add lines 1 through 14 . . . 15

18  Unrelated business income before net up-eratlng I:rss da-ductlm Si.lrhra.cl |II‘rB 15 fmm F‘u‘t I i'-e 1EI

column (G} . . . . . 16
F 0 R VI S 17 Deduction for mat nperatlng logs. Sea mstructions . . C e e e 7
18 Unrelated business taxable income. Subtract line 17 fmm Ilna 16 C e e 18




Form 990-T Common Errors

= Net Operating Loss
- Pre 2017
- Post 2018
- 80% limitation

= Charitable deductions
= Form 8925 — Employer-Owned Life Insurance Contracts
= E-filing requirement

= Electronic payments

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




Other ltems
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Excise Tax on Executive Compensation

= Compensation over $1 million in renumeration

= EXcess parachute payments
- Form 990, Part V

-
14a

16

Enter the amount of reserveson hand . . . e e . . 13¢c

Did the c:rgamzatmn receive any payments for indoor tanning services dunng the tax :,rear'?

Is the organization subject to the section 49-5[# tax on payment(s) of more than $1,000,000 in remuneration or

excess parachute payment(s) during the year .
If "Yes." sea instructions and file Form 4720, Schedule M.

Is the organization an educational institution subject to the section 4968 excise tax on net investment income?
If *¥es," complete Form 4720, Schedule O.

14a

16

FORV/S

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office.

Form 990 (2018




Excise Tax on Executive Compensation Common
Errors

= Excise Tax on Executive Compensation - IRC §4960
~ Including federal credit unions
~ Not tracking covered employees
~ Reporting based on fiscal year
~ Not including excess parachute payments
~ Not paying timely

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office




= ABC Credit Union provides the following compensation to its CFO
Base compensation — $900,000

Bonus & incentive compensation — $50,000

Deferred compensation from a 457(f) plan vesting — $500,000
Car allowance — $10,000

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office.



Example 1 (Continued)

= Total renumeration for the year is $1,460,000
= Excess renumeration threshold is $1,000,000
= Excess renumeration is $460,000

= Excess tax liability is $96,600

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office.




Split Dollar Life Insurance

= New planning strategy with tax on compensation over $1 million

- Em P I Oye r-owned Eﬁﬁﬁi&“ﬁﬂ?%mﬁ on Form 900-EZ, Part V, ine 38a or Form 900, Part IV, line 28; or f the
arganizetion reported an amount on Form 880, Part X, line 5, &, or 22.
- Employee-owned e S | Mo | Ao | P e
= Schedule L Reporting %
- Part I a
(6}
- Part VI & | |
)] | !
. (10}
= Schedule J & Part Vll reporting =~ e — s
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= ABC Credit Union provides the following compensation to its CFO
- Base compensation — $900,000
- Bonus & incentive compensation — $50,000
- Split dollar life insurance — $500,000
- Interest on split dollar life insurance policy — $5,000
- Car allowance — $10,000

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office.



Example 2 (Continued)

= Total renumeration for the year is $965,000
= Excess renumeration threshold is $1,000,000
= Excess renumeration is $0

= Excess tax liability is $0

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office.




Compensation Planning Opportunities

=  Structure compensation under $1 million limit
- Bonus
- Severance

= Review vesting dates
= Consider related organizations

= Consider split dollar life insurance plans

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office.




Potential Credits

= Employee Retention Credit

= |nflation Reduction Act — Energy Credits

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office.




Questions?
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CONTINUING PROFESSIONAL EDUCATION (CPE) CREDIT

FORVIS, LLP is registered with the National Association of State
Boards of Accountancy (NASBA) as a sponsor of continuing

professional education on the National Registry of CPE Sponsors. State

CPE boards of accountancy have final authority on the acceptance of
individual courses for CPE credit. Complaints regarding registered

o G SO sponsors may be submitted to the National Registry of CPE Sponsors
through its website: www.nasbaregistry.org

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office
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CPE CREDIT

= CPE credit may be awarded upon verification of participant
attendance

= For questions, concerns, or comments regarding CPE credit, please
email FORVIS at cpecompliance@forvis.com

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office
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The information set forth in this presentation contains the analysis and conclusions of the author(s) based upon his/her/their research and analysis of industry information and legal authorities. Such analysis Fo R VI s
and conclusions should not be deemed opinions or conclusions by FORVIS or the author(s) as to any individual situation as situations are fact specific. The reader should perform its own analysis and form

its own conclusions regarding any specific situation. Further, the author(s) conclusions may be revised without notice with or without changes in industry information and legal authorities.

FORVIS has been registered in the U.S. Patent and Trademark Office, which registration is pending.
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