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The IRS has issued final regulations under Section 409A which regulates nonqualified deferred compensation arrangements. The regulations are effective on January 1, 2008. However, the regulations provide relief for some actions taken prior to 2008 under a good faith interpretation of the Code and transitional guidance.

The rules under the final regulations will allow employers to grant compensatory stock rights on a broader range of common stock securities to a broader group of individuals. In particular, the final regulations provide:

· Expansion of the types of stock upon which stock options and SARs may be granted and excluded from 409A, 

· Expansion of the ability to extend the term of stock options and SARs without triggering an adverse tax impact under Section 409A, and 

· Additional guidance on determining the fair market value of the underlying stock.
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