Michigan

Notes to the Financial Statements

NOTE 16 – DEFERRED COMPENSATION PLANS
The State offers its employees (excluding university employees) two deferred compensation plans to allow a portion of their salary to be deferred until future years.  Executive Order 1999-7 transferred administrative oversight of the plans, labeled 457 and 401k after sections of the Internal Revenue Code, to the Department of Management and Budget.  Day-to-day operations of the plans have been contracted to a third-party; however, the State Treasurer oversees investment options.  The 457 plan and the 401k plan are combined for reporting purposes under the heading of  “State Employees’ Deferred Compensation Funds.”

The State makes no contribution to the 457 plan. Generally, the State does not make matching contributions to the 401k plan; however, the State has occasionally made matching contributions to the 401k plan as part of certain employees’ compensation packages. To expand investment options, three investment tiers were developed and made available to participants on July 1, 1997.  Participants invest their contributions and accumulated earnings by selecting mutual funds in one or more of the investment tiers.  Employees may, at any time, transfer accumulated balances and future contributions among mutual funds in the investment tiers.  Investment earnings, net of administrative charges, are credited to the participants proportionally, based upon their balances in the plan.

The 401k plan includes loan provisions.  Loans to participants are recorded as assets.  The 457 plan does not include loan provisions.

Net assets available for plan benefits for the 457 plan and the 401k plan at September 30, 2006, were $2.0 and $1.8 billion, respectively.
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