UBIT (Unrelated Business Income Tax)
On February 7th a Webinar was held regarding the latest on UBIT and its potential effect on state chartered credit unions across the country.  The Webinar slides and handouts presented on February 7th can be downloaded from:  http://training.cuna.org/elearning/webinar/public_EW02077/index.html
The IRS has issued some Technical Advice Memoranda (TAMs) but has not made those documents available to the general public.  It is expected that the IRS will publish a TAM or TAMs, in early 2007.  The published TAMs can then be used by all state chartered credit unions as guidance when preparing an IRS 990-T (UBIT) return.  Any IRS decision will likely affect the 2006 tax year and therefore it may be beneficial for state charted credit unions to begin to identify their potential exposure.  However, the decision to file a 990-T should be a made in conjunction with the credit union’s attorney or accountant or both.  
To complicate the matter further, in order for a credit union to request a one-time refund of federal telephone excise taxes from March 1, 2003, that credit union would need to compete and file a 990-T return (please refer to the News Now Article at the link shown above).  

The UBIT Steering Committee, comprised of, CUNA Mutual Group, CUNA, NASCUS & AACUL published the attached memo to State Chartered Credit Unions on 12/18/06 which summarized what is expected from the IRS in early 2007 on revenue sources that would likely be subject to UBIT. 
The following income sources are expected to be exempt from taxation:

“• Interchange fees from debit and credit card transactions;

• ATM fees from a credit union’s own members and in some limited circumstances from other credit                      unions’ members;

• Income from the sale of checks to a credit union’s members; and

• Income from the sale of collateral protection insurance to a credit union’s members.”
The following income sources are expected to be classified as “unrelated” and, therefore, taxable:

“• Income from the sale of most insurance and insurance-related products, including annuities for retirement, accidental death and disability (AD&D), health-related insurance, credit life and credit disability, guaranteed auto protection insurance (GAP), and auto warranties;

• Income from the sale of securities products and other investment products, including products related to retirement planning;

• Income from most ATM fees received from nonmembers; and

• Income from auto buying referral services designed to benefit a credit union’s members.”
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Please be advised that the material in this publication is provided for educational and informational purposes only, and does not constitute legal or financial advice.
