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This spring, the Office of the Chief Counsel of the Internal Revenue Service (IRS) released three Chief Counsel Advice
(CCA) memoranda regarding a variety of compensatory tax issues. Specifically, the memoranda address:

— whether deferred compensation plan non-compliance can be corrected without adverse tax consequences in the year
of vesting;

— the permissible exercise price of stock options granted upon the closing of an initial public offering (IPO); and

— the tax effect of a merger on stock acquired upon the exercise of an incentive stock option (ISO).

Notably, the first two CCA memoranda discussed below address issues arising under Section 409A of the Internal
Revenue Code (the “Code”), which governs the treatment of nonqualified deferred compensation arrangements, and may
be an indication of possible increased IRS audit activity in this area.

CCA memoranda are not binding and may not be used or cited as precedent; however, they are instructive in providing
insight into how the IRS interprets and applies the relevant provisions of the Code.
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If you have any questions regarding the matters covered in this publication, please reach
out to any of the lawyers listed below or your usual Davis Polk contact.

Beverly Fanger Chase Jeffrey P. Crandall
+1 212 450 4383 +1 212 450 4880
beverly.chase@davispolk.com jeffrey.crandall@davispolk.com

Edmond T. FitzGerald Kyoko Takahashi Lin
+1 212 450 4644 +1 212 450 4706
edmond.fitzgerald@davispolk.com kyoko.lin@davispolk.com

Michael Mollerus
+1 212 450 4471
michael.mollerus@davispolk.com

This communication, which we believe may be of interest to our clients and friends of the firm, is for general
information only. It is not a full analysis of the matters presented and should not be relied upon as legal advice.

This may be considered attorney advertising in some jurisdictions. Please refer to the firm’s privacy notice for
further details.

Related materials

Read the full update

Copyright 2015 Davis Polk & Wardwell LLP


https://www.davispolk.com/index%2ephp/lawyers/beverly-chase
tel:%2B12124504383
mailto:beverly.chase@davispolk.com
https://www.davispolk.com/index%2ephp/lawyers/jeffrey-crandall
tel:%2B12124504880
mailto:jeffrey.crandall@davispolk.com
https://www.davispolk.com/lawyers/edmond-fitzgerald
tel:%2B12124504644
mailto:edmond.fitzgerald@davispolk.com
https://www.davispolk.com/lawyers/kyoko-lin
tel:%2B12124504706
mailto:kyoko.lin@davispolk.com
https://www.davispolk.com/index%2ephp/lawyers/michael-mollerus
tel:%2B12124504471
mailto:michael.mollerus@davispolk.com
https://www.davispolk.com/sites/default/files/2015-07-01_Recent_Compensation_Related_Tax_Developments.pdf

