
On April 10, 2007, the Internal Revenue Service (“IRS”) issued final Treasury Regulations under the provisions of
Section 409A of the Internal Revenue Code (“Code”). These Treasury Regulations were intended to clarify the scope
and application of the provisions of Code Section 409A, which implemented significant changes to the structure and
administration of deferred compensation arrangements. Following the publication of these Treasury Regulations, the
IRS determined that all deferred compensation arrangements which are subject to the provisions of Code Section
409A must be administered in good faith compliance with the terms of the Code and Treasury Regulations, and all
such arrangements must achieve document compliance no later than December 31, 2008. As highlighted in greater
detail below, the failure of the sponsor of a deferred compensation arrangement to comply with the provisions of Code
Section 409A (both in administration of the arrangement and in updating the relevant documents) will have significant
income tax consequences to the recipient (e.g., employee, director, independent contractor) for whom such an
arrangement is currently being sponsored. Accordingly, we recommend that all businesses which maintain
arrangements under which deferred compensation benefits may be paid review their applicable documents as soon
as practicable.

Because Code Section 409A and the underlying Treasury Regulations apply in a broad scope, such requirements may
apply in circumstances which would not necessarily be initially apparent to a sponsoring business. Accordingly, we
provide the following summary questions to assist you in determining whether your business maintains any deferred
compensation arrangements which may require additional scrutiny:

           Does your company sponsor any of the following arrangements which result in the payment of income to an
            employee more than 2 1/2 months after the end of the year in which such income is "earned" by the
            employee?

           A deferred compensation plan?
           A deferred bonus plan?
           A severance arrangement?
           A change in control agreement?
           An employment contract which provides for deferred income payments?
           A stock option plan which provides for a stock purchase price of less than fair

                                      market value as of the date of grant?
           A stock appreciation rights plan or a phantom stock arrangement?

If any of these arrangements are currently sponsored by your company, you may be required to take current action
to ensure that its deferred compensation arrangements are being administered in compliance with Code Section 409A.
In making such an evaluation, the following is a limited list of questions which highlight some of the more problematic
areas of Code Section 409A compliance:

           Does your company’s current deferred compensation arrangement properly limit a participant's ability to elect
            a deferred compensation payment?

           Does the arrangement properly prohibit the employee from making subsequent elections to defer payments
            which would otherwise be made under the terms of the agreement (or provide the appropriate time periods
            for same)?
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           Do the documents underlying the deferred compensation arrangement reflect the appropriate definitions of
            the following terms?

           “Disability”
           “Change in Control”
           “Good Reason”
           “Specified Employee”

           Does the deferred compensation arrangement provide for specific (and permissible) payment dates or limited
            payment events, such as death, disability, separation from service, change in control or an “unforeseeable
            emergency”?

As the application of Code Section 409A and the final Treasury Regulations is technically complex, we will be
sponsoring informational seminars during the 2008 calendar year to assist employers in complying with the
requirements of same, and will provide you with additional seminar detail in the near future.

In addition, we will periodically be providing you with additional information concerning specific aspects of Code
Section 409A compliance throughout 2008. However, as the failure to comply with these requirements may result in
significant income tax consequences to your employees, including the imposition of a 20% excise tax on the total
deferred income payable to any such employee under a deferred compensation arrangement, we recommend that
you review your current arrangements and contact us to discuss any questions or concerns regarding same.

Please note that although document compliance is required no later than the end of 2008, all covered deferred
compensation arrangements are currently required to be administered in “good faith” compliance with Code Section
409A.  Accordingly, we recommend that sponsors of all such arrangements review their administrative procedures
as soon as possible, and contact us with any questions or concerns.
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