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A K M  F A M I L Y  F I N A N C I A L  S E R V I C E S  

Too Busy to Mind Your Own Business?  

Life gets complicated sometimes.  There are too many things to do, too 
many places to be, too many people to spend time with.  Managing your 
business affairs may not make it to the top of this list.  If you’re not so 
good with complex financial matters, why put yourself through the 
aggravation?  And even if you are, managing them may not be the best 
way for you to spend your time.  There’s the old story that the best 
carpenter in town couldn’t afford to do his own carpentry, because he 
was also the bank president.  You may face similar choices in how you 
allocate your scarcest resource:  time. 

Imagine what would be possible if you could get a trusted advisor to 
handle most of your financial matters. 

Consider Family Financial Services from Adelman Katz & Mond.  For a 
monthly fee, we can help you: 

 

 Pay your bills.   Time is money, and bill 
payment and tracking takes plenty of both.  
Is it really worth the added cost of your 
time to do your own bill payments? 

 Reconcile your checkbook and 
accounts.  This is another time-
consuming, laborious task.  For many 
people, it’s also anxiety-provoking, so they 
procrastinate.  Wouldn’t it be worth having 
a clear understanding of how much you 
really have and where you’re spending your 
money? 

 Handle your insurance claims.  
Insurance companies look for specific 
things and scrutinize for discrepancies 
before they pay out.  And you may have to 
file a claim multiple times before it’s finally 

paid.  Do you have the expertise and/or 
time to navigate the hurdles and get 
resolution quickly? 

 Monitor your investments.  Your 
investment strategy might be very sound, 
and your portfolio manager might be 
following your instructions closely.  Or 
maybe not.  Is it possible you could benefit 
from an independent review by someone 
whose only interest is your interest? 

 Evaluate your insurance coverage.   Life 
is a risky proposition, so insurance – life, 
medical, disability, liability, long term care, 
property and casualty – has become an 
absolute necessity.  Getting the right 
combination of policies to keep you 
properly insulated from risk isn’t simple.  

B U L L E T I N  
M A Y  2 0 0 7   

Why Put Off  Until Tomorrow:  
The Latest on Deferred Compensation 
WARREN M. BERGSTEIN, CPA, AEP 
 

Deferred compensation works well as a means to reward key employees.  
It also can have certain benefits for business owners of various stripes.  
However, Section 409A of the Internal Revenue Code, enacted as part 
of the American Jobs Creation Act of 2004, has muddied the waters a bit 
over the past couple of years.  It imposes a variety of requirements on 
many different types of arrangements, including some that are not 
immediately recognizable as deferred compensation schemes.  On April 
10, 2007, the IRS issued the final regulations for Section 409A.  This 
Bulletin covers the highlights. 

 
T H E  L A S T  W O R D  

In this case, we’ll start at the end and work 
backwards.  In clarifying the regulations the 
IRS set a deadline for amending plans and 
agreements to comply with Section 409A: 

December 31, 2007. 

If you have any type of non-qualified deferred 
compensation plan, you will need to review 
all of them for compliance.  These plans 
include: 

   Elective deferred compensation 
plans/agreements. 

Non-elective deferred compensation 
plans/agreements. 

Severance agreements. 

Deferred bonus arrangements. 

Equity compensation arrangements. 

Employment agreements that 
provide for payment on 
termination. 

As you can see, the range of plans and 
arrangements covered by Section 409A is 
fairly broad.  Also note that you may have 
some deferral elections in place under older 
plans; these will need to be reviewed, too.   
The IRS has warned that failure to comply 
with these rules could result in significant 
and detrimental tax results. 

W H A T  T O  L O O K  F O R  

The new regulations tend to follow the 
proposed regulations.  In particular they: 

 Clarify the definition of a deferred 
compensation payment. 

 Add guidance for the short-term 
deferral exception. 
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 Who has the expertise to make sure 
there are no gaps in your coverage, no 
matter what you’re doing, no matter 
where you are in the world?  

 Keep your estate current.  Estates are 
not just about death; they’re also about 
taxes, health care proxies and other 
complex, interlocking concepts and 

documents.  Your will, health care 
proxies and durable power of attorney 
need to be current and flexible enough 
to accommodate changes in the tax law.  
Do you want to worry about all the risks 
of keeping an incomplete or outdated 
estate package?  

Family Financial Services relieves you of the tedium of day-to-day management of your financial 
affairs, so you can spend your time doing more important things – like enjoying your family, 
building on your successes and meeting your work commitments. 

It also relieves you of hassle and worry.  We understand how to do these things right.  We 
should; we’ve been helping our clients manage their affairs for over 40 years.  And our primary 
business is accounting, so you know you can trust us to take a straightforward, bottom line-
oriented approach.  Of course, we’ll also track your information for tax purposes, so you won’t 
have to worry about that, either. 

Find out more about whether our Family Financial Services are the right choice for you.  Call us 
today at 212.382.0404
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 Provide exceptions from Section 409A 
for certain severance payments, such as 
termination for cause. 

 Allow limitation of payments based on 
defined formulas or fixed restrictions 
(such as annual firm income), so long as 
these definitions and restrictions are 
established before the date payment has 
to be made. 

 Permit the delay of deferred 
compensation if payment threatens the 
employer’s ability to continue as a going 
concern. 

 Offer more flexible ways for valuing 
stocks in start-ups and privately-held 
companies. 

 Permit greater flexibility in exercising 
stock option and stock appreciation 
rights without triggering Section 409A. 

 Treat similar deferred compensation 
arrangements as one plan when 
calculating Section 409A penalties. 

Although the final regulations are effective 
January 1, 2008, there is some indication 
that they may be applied retroactively to the 
date Section 409A was originally passed.  It 
is expected that the IRS will not expect that 
plans be retroactively amended, but will 
expect that businesses be able to show 
evidence that they have made a good faith 
effort to comply.

H E L P  W I T H  Y O U R  H O M E W O R K  

This is one of those circumstances when 
you are not going to want to proceed 
without professional advice.  The risks are 
too great and the rules too complicated for 
you to go it alone.  Depending on the 

number and variety of arrangements you 
have that fall under Section 409A, you will 
want to get a CPA firm, an actuarial 
consultant or both to review them for 
compliance and develop any required plan 
amendments for you. 

B U T  W A I T … T H E R E ’ S  M O R E  

The new regulations do not fully address 
how Section 409A applies to some classes 
of business, including: 

 Partners and partnerships 

 Offshore funding 

 Springing trusts 

They also do not cover all the essentials on 
income calculation and inclusions.  Further 
guidance is expected from the IRS on these 
issues. 

T H E  B O T T O M  L I N E  

Most firms – from sole proprietorships and 
other “pass-through entities” to giant C 
corps – use some sort of non-qualified  
deferred compensation arrangement.  While 
the new Section 409A regulations make 
these arrangements somewhat more 
onerous to administer, there may still be 
some benefit to implementing and using 
them.  If you would like to find out more 
about the range of plans you can implement 
and how they might help you, please feel 
free to contact me at 
wbergstein@akmcpa.com. 


