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Defined Contribution Plan Basics
The Defined Contribution Retirement Plan (DCRP) is the 
primary retirement savings plan for new employees hired on or
after March 31, 1997. It is an extension of the existing Deferred
Compensation Plan II/401(k). Key features in 2003 of the 
DCRP include:
•  Maximum employee contributions: You may contribute

the lesser of $12,000 or 90% of salary annually.
•  Mandatory employer contribution: The state 

automatically contributes 4% of your salary.
•  Employer matching contribution:The state will also 

contribute a dollar-for-dollar match up to 3% of your salary.
To maximize this benefit, you must contribute at least 3% each
pay period throughout the year. Remember, there is a match
only on contributions made to the 401(k) plan.

•  Vesting/Ownership in employer contributions:You are
50% vested after two years of service; 75% after three years 
of service; 100% after four years of service. If you leave 
employment before you are 100% vested, you will lose the non-
vested portion. You are always 100% vested in the money you 
contribute to the plan and any earnings on those contributions.

•  Early withdrawal penalty: There may be a 10% penalty if
funds are withdrawn before age 591/2, unless you fall within one 
of the exceptions. One exception: if you are 55 years or older
when you leave state service, you may take distribution with no
penalty. Please consult with your tax advisor for guidance on
your specific situation.

PIN Reminder
Virtually every electronic device or system requires that you
authenticate your identity with a code word or personal identifi-
cation number (PIN) for security purposes. Remembering
which PIN goes with which card or service can present a chal-
lenge. If you need a PIN reminder to access your plan account,
call CitiStreet at 1-800-748-6128 or logon to the Web site at
http://stateofmi.csplans.com.

Tax Reporting Reminder
Starting with 2002, distributions from your 457 plan will be
reported on a 1099R form, the same type of form that is 
currently used for 401(k) distributions. Forms will be mailed 
on or before January 31, 2003. If you haven’t received your
1099R form(s) by February 15, 2003, please call CitiStreet at 
1-800-748-6128.

How to Read your Pay Stub
Statement of Earnings and Deductions: As a State employee, it
is important for you to know where to look to verify that
your contributions to the 401(k) and 457 plans are being
deducted from your pay in accordance with your wishes.

Under “Pretax Ded” (Pretax Deductions) you will find the 
following:

DC-EE First 3% employee contribution in 401k plan
for Defined Contribution participants  

401K Defined Contribution – above 3% employee 
contribution
Defined Benefit – total employee contributions 

457 Total employee contribution for 457 Plan  

Under “State paid FICA/Ins/Ret” you will find the following:

DC-ST 4% State contribution of 4% for Defined
Contribution Plan.

DC-Match State match contribution up to 3%. Should
be the same as DC-EE  

To verify that the amounts are correct, multiply the amount 
on the “hours earnings” line by the percent contribution you
have requested. In the Defined Contribution Plan, your 
contribution will be the total of “DC-EE” and “401K.”  For
each of the above items, your current pay period deduction 
is in the “Amount” column. The amount accumulated so far
this year is in the year-to-date (YTD) column.

You can change your deferrals to the plan at the Web site
http://stateofmi.csplans.com or by calling 1-800-748-6128.



CitiStreet’s toll-free Information Line: 1-800-748-6128
Online Internet Site: http://stateofmi.csplans.com
Dimondale, Michigan Office: 1-517-636-6077 
or toll-free at 1-800-381-5111

The foregoing newsletter is not intended to provide legal, tax or 
investment advice. For such advice, participants should contact 
their legal, tax or investment advisors.
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Free Classes on Plan Provisions 
and Investments
Want to learn more about investing for your retirement?
Attend a free seminar!  

Date Class Location  
02/05/03 Investing for Women Lansing  
02/06/03 **Retiree Seminar Dimondale  
02/11/03 401(K)/457 – DC/DC Novi  
02/13/03 401(K)/457 – DC/DC Lansing  
02/18/03 Pre-Retirement ($15 fee) Livonia  
02/19/03 *Basic Investing Novi  
02/20/03 *Basic Investing Lansing  
03/05/03 *Advanced Investing Novi  
03/10/03 *Advanced Investing Lansing  
03/12/03 Investing for Women Novi  
03/25/03 Pre-Retirement ($15 fee) Lansing  
04/17/03 Pre-Retirement ($15 fee) Grand Rapids  
04/22/03 Pre-Retirement ($15 fee) Novi  

*These seminars require a pre-requisite course. Find more information on the
Civil Service Web site at www.michigan.gov/mdcs under “Training and
Development.”  Register with your training coordinator.

**The Retiree seminars do not require registration. They will be held at the
Secondary Complex, 7150 Harris Dr. at 10 & 1:30.

Taking Advantage of the 
New Savers Tax Credit
New federal law gives eligible taxpayers a graduated income tax
credit between 10% and 50% for the first $2,000 in contribu-
tions to either the 401(k) or 457 plans. To be eligible, adjusted
gross income (AGI) must be less than $25,000 for individuals
and $50,000 for joint filers. Eligible participants receive the 
credit when they file their taxes for years 2002 through 2006.
All you need to do is contribute to a plan and claim your tax
credit when you file your taxes.

The tax credit can make a significant difference to eligible plan
participants, as the table below illustrates. For example, if you
are filing jointly with an adjusted gross income (AGI) of $29,000,
you are entitled to a 50% Savers Tax Credit on the first $2,000
of your 2002 contribution to the state of Michigan retirement
plans. If, for instance, you contributed $600, your tax credit is
50%, and you earn a $300 federal income tax credit for saving
with the plan. In this example, your federal tax liability must be
at least $300 in order to claim the $300 tax credit.

AGI by Filing Status Eligible
Joint Head of Single Credit

Household

Less than $30,000 Less than $22,500 Less than $15,000 50%

$30,000- $32,500 $22,500 - $24,375 $15,000 - $16,250 20%

$32,500 - $50,000 $24,375 - $37,500 $16,250 - $25,000 10%

$50,000 and higher $37,500 and higher $25,000 and higher 0%

This illustration has been simplified. AGI may vary based on other credits and/or
deductions.

Maximize Your Savings Potential
In October 2002, state of Michigan employees received pay
increases. That raise can make a long-term difference for you, if
you direct some of it to your 401(k) or 457 plan. You’ll find that
increasing the amount you contribute to your plan, even by a
small percentage, may have a dramatic impact on the growth 
of your retirement savings.

Take Mitch and Michelle, for example. Both earn $40,000 per
year. Mitch contributes six percent of his salary to the plan.
Assuming an average annual return of six percent compounded
daily and a two-percent salary increase each year, in 25-years’
time, Mitch accumulates a nest egg of $167,995. Michelle is 
willing to save more. She contributes seven percent of her
salary – an additional $33 monthly. At the end of 25 years, again
assuming an average annual return of six percent compounded
daily and a two-percent salary increase each year, Michelle’s 
nest egg is $195,994. The extra one-percent contribution 
adds up over time to $27,999* more for Michelle to enjoy in
her retirement.

Put this difference to work for you . . . increase your 
contribution/deferral at any time via the website at 
http://stateofmi.csplans.com or the Information Line at 
1-800-748-6128.

*This illustration is hypothetical and for demonstration purposes only. It is not
necessarily indicative of the performance of any investment.

Early Out Retirees
Congratulations on your retirement!  You may have questions 
or concerns relative to your retirement savings in the State of
Michigan plans. There are a number of ways to get the answers
you need. You can call CitiStreet’s Services for Exiting Participants
Information Line at 1-877-624-7602 to speak with 
a representative specializing in retirement issues. You may also
refer to the Guide to Termination or Retirement Distributions for 
the deferred compensation and defined contribution plans. This
guide was mailed to you in June 2002 and is also available on 
the Web site at http://stateofmi.csplans.com under “Plan
Information” then “Forms.”  You are encouraged to consult 
with a tax specialist to discuss your specific circumstances.

As you consider your alternatives, keep in mind that time is on
your side. You can leave funds in the plans until you reach age
701/2, when you must begin minimum annual distributions. By
remaining invested in your plan, you continue to benefit from
plan features, including a diversified investment lineup, low cost
and convenience, as well as online and telephone access to
account information and transaction capabilities.


