IRS Extends Transitional Relief for Nonqualified Deferred Compensation Plans

On October 5, 2006, the Treasury Department and IRS issued Notice 2006-79, providing an extension of existing transitional relief for nonqualified deferred compensation arrangements under Section 409A of the Internal Revenue code. The Notice extends the deadline for many aspects of complying with Section 409A from January 1, 2007 to January 1, 2008.
The IRS and Treasury Department are currently in the process of finalizing the proposed regulations, and expects to issue the final regulations before the end of 2006.  Under the notice, good-faith operational compliance with the statutory requirements of Section 409A continues to be required. 

Notice 2006-79 provides transitional relief by
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generally extending through 2007 the transitional relief provided for 2006 in the preamble to the proposed regulations except with respect to certain discounted stock rights;
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providing additional transition relief for certain payment elections in linked plans and certain collective bargaining arrangements; and
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extending the amendment date for certain plans that took advantage of transitional relief provided for 2005.

Readers may access Notice 2006-79 through the following link.

http://www.irs.gov/pub/irs-drop/n-06-79.pdf
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