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= Trends in Recent Exams
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Executive Benefits: The Basics

= Benefit plans are designed to attract, retain and reward
senior executives

= Pay for performance and longevity

» The ability to provide supplemental retirement benefits
to key executives with minimal impact on the Credit
Union’s earnings

= NCUA guidelines/benchmarks on “fair and reasonable”
and “safety and soundness”
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Executive Benefit Plans

= Deferred Compensation
* 457(b), 457(f), and 409A

= \Welfare Benefit
» Split Dollar

= Section 162 Bonus
» Deferred Compensation and Welfare Benefit

Regulation and Executive Benefits
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Trends in Recent Exams

Trends in Recent Exams

» Pre-implementation due diligence

» Board oversight

» Focus on funding concentration

= Demonstrate understanding of plan details
= Ongoing due diligence / Plan reviews
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Thirteen Red Flags to
Avoid
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Red Flag #1 F

Providing the vendor’s compliance
manual to the examiner without
any due diligence materials
produced independently by the
credit union
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Red Flag #2 P

Working with vendors with very
little exposure to the credit union
iIndustry, lack of experience, lack of
ability to help service the product
after it is placed

BURNS-FAZTI | BROGK

Red Flag #3 F

High investment
concentration levels
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Red Flag #4

Poor accounting practices
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Red Flag #5

and the funding

Lack of knowledge about the plan

BURNS-FAZTI | BROGK

October 2015



BFB Executive Benefits: Pitfalls to Avoid in Due

Diligence

Red Flag #6

Not looking at other alternatives
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Red Flag #7

No updated investment policy
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Red Flag #8 P

Investment policy that is boilerplate
language and comes from the
vendor
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Red Flag #9 F

Too much reliance on a particular
senior executive’s opinion (often
the CEQO) about the plan and its
funding
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Red Flag #10 P

Benefit levels that are out of line
with similar positions at similar
credit unions

BURNS-FAZTI | BROGK

Red Flag #11 P

Poor board involvement and/or
communication
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Red Flag #12

No thorough annual review
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Red Flag #13

Benefit investments with high
surrender charges
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Questions?

Jeremy DeBruin
877-332-2265 ext. 523
jdebruin@BFBbenefit.com

www.BFBbenefit.com

Next webinar: December 10 at 2:00 pm ET
When Is Enough, Enough?

. Burns-Fazzi, Brock is the NAFCU Preferred Partner for
* Executive Benefits and Compensation Consulting Services.

e/ More educational resources are available at www.nafcu.org/BFB.

Securities and Investment Advisory Services offered through NFP Advisor Services, LLC (NFPAS), member FINRA/SIPC. Burns-Fazzi Brock
& Associates is a member of PartnersFinancial a platform of NFP Insurance Services, Inc. (NFPISI), which is an affiliate of NFPAS. Burns-

Fazzi Brock & Associates is not affiliated with NFPAS and NFPISI.

BURNS-FAZZI BROCK

2015 NAFCU-BFB
EXECUTIVE COMPENSATION
AND BENEFITS SURVEY

Now in its 9th year, the 2015 NAFCU-BFB
Executive Compensation and Benefits
Survey provides comprehensive benefits
data for federal and state credit union
executives, all asset ranges, from around
the country.

GET THE RESULTS
Request your complimentary copy
at www.BFBbenefit.com.

Securities and Investment Advisory Services offered through NFP
Advisor Services, LLC (NFPAS), member FINRA/SIPC.

Burns-Fazzi Brock & Associates is a member of PartnersFinancial a
platform of NFP Insurance Services, Inc. (NFPISI), which is an affiliate
of NFAS. Burns-Fazzi Brock & Associates is not affiliated with NFAS
and NFPISI.

BURNS-FAZZI | BROCK

Ty
Executive Compensation
and Benefits Survey

877-332-2265
BFBbenefit.com
info@BFBbenefit.com

October 2015
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Disclosures

Burns-Fazzi | Brock does not provide legal, tax or accounting advice. Burns-Fazzi | Brock has provided you with this material
strictly in its capacity as an employee benefits consulting firm. The information contained herein is based on data you may
have provided, our interpretation of the existing Internal Revenue Code, and the application of relevant statutes, regulations,
court rulings, and familiarity with this material as it currently exists. Based on the legal and accounting complexity of employee
benefit issues, along with the changing statutory and regulatory environment, Burns-Fazzi | Brock strongly recommends that
you consult with, and seek the advice of, your legal and/or accounting advisor(s) regarding this material.

This proposal contains proprietary information of Burns-Fazzi | Brock and possession of this information is not deemed a
waiver of our rights. In addition, this proposal has been created for your exclusive use, and distribution of this information to a
non-affiliated party is strictly prohibited.

Securities and Investment Advisory Services offered through NFP Advisor Services, LLC (NFPAS), member FINRA/SIPC.
Burns-Fazzi | Brock is a member of PartnersFinancial, an affiliate of NFPAS. Burns-Fazzi | Brock and NFPAS are not
affiliated. NFPAS does not provide tax or legal advice.

Investment products are not a deposit or other obligation of or guaranteed by, any bank or bank affiliate.

Investment products are not insured by the FDIC or any other federal government agency, or by any bank or bank affiliate.
Investment products may be subject to investment risk, including possible loss of value.

Withdrawals made from investment products during the first 15 years could result in unfavorable LIFO taxation under IRC
Section 7702(f)(7) “force-out” rules. Withdrawals in excess of cost basis may be taxable. Lapsing a policy with an outstanding
loan results in the loan, and any accrued interest, being treated as a distribution, which may be taxable. Modified Endowment
Contracts ("MECs") are taxed differently and are not suitable for this program if surrenders or loans are anticipated. Please
check policy illustrations to see if the policies being considered are MECs. Certain changes to a non-MEC policy could result
in the policy becoming a MEC. Professional tax advisors should be consulted. Any loans, withdrawals or partial surrenders will
reduce cash values and death benefits.

Mutual Funds & Variable Universal Life Insurance Policies: Before investing, investors should carefully consider the
investment objectives, risks, charges and expenses of the variable product and its underlying investment options. The current
contract prospectus and underlying fund prospectuses provide this and other important information. Please contact your
representative or the Company to obtain the prospectuses. Please read the prospectus carefully before investing or sending
money.

Past performance cannot predict future results. The purpose of this discussion outline is to present the issues and plan
mechanics associated with a taxable investment and corporate owned life insurance financing strategy. The insurance
products shown in this report are representative of the market and are based on a hypothetical investment yield which is not

guaranteed.
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