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P. 0. Box 3151

The 3215 W. Big Beaver Road

V Iroy. Michigan 48007-3151
i~esge 313643.9830
Foundation

CERTIFIED MAIL
RETURN RECEIPT REOUESTED

Top Hat Plan Exemption
Pension and Welfare Benefits Administration
Room N—5644
U. S. Department of Labor
200 Constitution Avenue NW
Washington, D.C. ~2021O

Re: The Kresge Foundation

Supplemental Executive Retirement Plan

To the Secretary of Labor:

This filing is to comply with the alternative method
of compliance for pension plans for selected employees provided
in Labor Reg. §2520.104—23. The undersigned plan administrator
hereby provides the following information:

(1) Employer name: The Kresge Foundation

(2) Employer address: 3215 West Big Beaver Road
Troy, Michigan 48007—3151

(3) Employer Identification Number: 38—1359217

(4) Number of plans and participants: One plan
covering one employee.

The employer maintains this plan primarily for the
purpose of providing deferred compensation for a select group
of management or highly compensated employees. The employer
will provide a copy of the plan document to the Secretary of
Labor upon request.

THE KRESGEFOUNDATION

By: >t ç)4 -

Edward M. Hunia, Vice
President and Treasurer
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KRESGh i~v w \~
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SEP 3 933A~9Z
August 31, 1992

The Kresge Poundation
3215 West Big Beaver Road
Tray, Michigan 48007—alsj

Re: Alternative Method of compliance for Pension Plans for
Selected Employóes (DRC—TH#92—0068)

Employer Identification Number: 39—1359217
Date of Statement: None

Dear Plan Administrator:

This letter acknowledges receipt of your statement submitted on
behalf of the subject pension plan(s) pursuant to the Department
of Labors (Department) Regulation 29 CFR Section 2520.104-23,
Alternative Method of Compliance for Pension Plans for Selected
Employees (commonly referred to as top hat plans).

We are unable to determine if your statement was submitted timeiy,
-—within 120 days after the plan(s) became subject to Part i of
Title I of ERISA. Pleags submit the plan document or summary
plan description showing the date that the referenced plan(s)
becam, subject to Part 1 of Title I ot ERISA within io days of
the date of this letter. If you failed to file the statement
timely you may. not avail yourself of the relief afforded by the
alternativ, method of compliance and1 therefore, must comply with
all applicable reporting and disclosure requiretnents under Part 1..
of Title I of ERISA, You may, however, take advantage of the
grace period proqram described below.

on April 20, 1992, the Department Published a notice in the
Federal Register (57 PR 14436) announcing an expanded program for

assessing civil penalties under ERISA section 502(c)(2). In the
same notice, the Department also *nnoilnced that for a limited
grace period period (March 23, 1992 until September 30, 1992)
plan administrators who voluntarily fill overdue annual reports
in accordance with the conditions set forth in the notice will be
assessed reducedpenalties (copy of notice attached). On July
24, 1992, thu Department published a notice in the Federal
Register (57 FR 33019) clarifying its position with respect to
unfunded/fully insured top hat pension plans (copy of notice
attached).

If you failed to file a top Hat Statement within the 120 period
you may Wish to take advantage of the grace period program. In



(~~

orde; to apply for the reduced grace period penalty amounts, you
must resubmit a statement that meets the. alternative method of
compliance along with a check for the appropriate penalty amount
($1,000) to the Department before the end of the grac. period.
Please include the above DRC—TH#on your statement ensure proper
identification of your case. Your check must be
made Payable to the U.S. Department of Labor, and mailed along
with your statement to the following address:

eension and Welfare Benefits Administration
P.O. Box 75212
Washington, D.C. 20013-5212

For further information concerning the assessment of civil
penalties under Seqtion 502(c) (2) of ERISA~ refer to.Department
reg~uation~ al CFR Sectiona 2560.502à—2 and 2570.60 and
subs.quent sections.. If you have any questions, you may contact
Ms. Karen Lynn Bell at (202) 523-4006. This is not a toll free
number.

sincerely,

£4 ~Q__
Ronald D. Allen

chief, Division of Reporting compliance

Attachments -

/



THE KRESGE FOUNDATIO~

SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN

SECTIOZ~1
ADOPTION OF PLAN

1.l~ Adoption. The Kresge Foundation (The
Foundation) hereby adopts The Kresge Foundation Supplemental
Executive Retirement Plan (Plan), effective July 1, 1991
(Effective Date).

1.2 Purpose. The purpose of the Plan is to provide
benefits to covered employees that Would be provided to such
employees under The Kresge Foundation Pension Plan (Pension
Plan), a qualified plan under Section 401(a) of the Internal
Revenue Code of 1986, as amended (Code), but for the benefit
limitations of the Code, so as to encourage the continued
employment and diligent. service of such employees with The
Foundation.

1.3 Construction. The Plan shall be Construed in
accordancewith Michigan law,. except where preemptedby federal
law. It is intended that the Plan shall be unfunded and
maintained by The Foundation primarily for the purpose of
providing deferred compensation for a select group of
managementor highly Compensatedemployees, so that the Plan is
exempt from the requiremen~~of Parts 2, 3 and 4 of the
Employee Retirement Income Security Act of 1974, as amended
(ERISA). All provisions of the Plan Shall be interpreted in
accordancewith such intentions

SECTION 2
COVERAGE

2.1 Covered Employees, The coverage~of the Plan
shall be limited to executive employeesof The Foundation, who,
from time to time, are Selected by The Foundations Board of
Trustees by written resolution and whose naxnes and effective
dates of coverage are set out in Attachz~entA.

2.2 Commencement and Cessation of Coverage. An
employeeshall be covered under the Plan commencing on the date
specified in Attachment A. Ah employee shall cease to be
covered under the Plan on the earliest of (a) the date that
benefits are forfeited under Section 3.i, (b) the date that the
Board of Trustees removes him from coverage pursua tten
resolution of the board, or (c) the final p an
benefits is made to him or his joint annujtant,

0~~



• SECTIo~q3
BE1~EFITS

3.1 Amount, Subject to Section 3,3, a Covered
employee shall be paid a supplement~~retirement benefit as
described below:

(a) An annual amount equal to the
benefit which would be payable to the
employee under the Pension Plan but for any
limitations imposed by the Code on the
computation of such benefit, including, but
not limited to, any limitatip~~ under Code
Section 415 and any limitations under Code
Section 401(a)(l7) on compensation used to
Compute such benefit, reduced (but not below
zero) by

(b) any benefits that the employee
receives und!r the Pension Plan,

with the benefit being expressed for this purpose in the normal
form o~payment uhder the Pension Plan.

3.2 Timing and Form of Payments. Subject to Section
3.3, supplemental retirement benefit payments shall be made at
the same time and in the same form as retirement benefits under
the Pension Plan. In the event that the employee validly
elects early or late commencement of benefit or another form of
payment for benefits under the Pension Plan, the supplemental
retirement benefit amount shall be adjusted using the same
formulas and actuarial factors as set forth for the determina-
tion of optional forms of retirement benefits under the Pension
Plan. For purposes of this Section 3.2, an employees marital
status and spouse shall be determined in accordance with the
Pension Plan.

3.3 Forfeitability Payment of benefits under the
Plan shall be conditioned upon eligibility for and receipt of
retirement benefits from the Pension Plan, and shall be vested
in the same manner and to the sámè extent as retirement
benefits under the Pension Plan, e~cOept that any benefits under
the Plan shall be forfeited completely upon a covered
employees termination of employment with The Foundation prior
to eligibility for normal or early retireritent. under the Pension
Plan.

2



3.4 Qp~,qi.~l Provision for Accelerated Taxes. In the
event that under Code Section 457 (or any other provision of
the Code or state or federal •law), a covered employee is
required to pay income taxes on the annual supplemental
retirement benefit specified In SEction 3.1 above in a taxable
year prior to the taxable year of receipt of that benefit, then
the covered employee shall be paid an additional bEnefit for
the taxable year in which the tax is imposed. Such additional
benefit shall be an amount which, when added to the benefit
specified by Section 3.1, and after • subtracting all income
taxes imposed for the year on all behefits under the Plan,

• including the benefit under this section, equals the after—tax
amount that the employee would have received if income taxes
had been imposed only on the actual benefit received under
Section 3.1 for the year. Furthermore, if as a result of the
accelerated imposition of income taxes the covered employee
receives a tax basis in his benefits tindet the Plan, such that
future income taxes are reduced by the recovery of that basis,
then each benefit payment under Section 3.1 shall be reduced,
until such tax basis is fully recovered, so that the covered
employee receives, after payment of all current income taxes,
the net amount that would have • been received absent the
recovered basis. Attachment B illUstrates the computation of
the additional benefit under this SEction and the adjustment of
annual benefits under Section 3.1, given one set of assmnptions
concerning the rate and timing of taxes. it is the intention
that the computational methods of the illustration in
Attachj~en~ B be used for all calculations prescribed by this
section.

SECTION 4
COST OF BENEFITS

4.1 Current Eicpense, The dost of providing benefits
under the Plan, including the additional benefit described in
Section 3.4, shall be paid by The ?oundation out of its
current operating budget, and The Foundations obligation under
the Plan shall be an uhfunded and Unsecured Promise to pay.
The Foundation shall not, be obligated under any circumstances
to fund its liability under the Plait

4.2 Qption To Fund Informally. Notwithstanding
Section 4.1, The Foundation may, at its sole option, or by
agreement, informally fund its obligations under the Plan in
whole or in part. Provided, however, in no event shall such
informal funding be construed to create any trust fund, escrow
account or other .security for a covered employee with respect
to the payment of benefits under the Plan, other than as
permitted under Internal Revenue Service and Department of
Labor rules and tegulati~~~ for unfunded supplemental
retirement plans. Furthermore, if The Foundation decides to

3



informally fund the Plan, in whole or in part, by procuring, as
owner, life insurance for its own benefit on the lives of
covered employees, the form of SUch insurance and the amounts
thereof shall be the sole decision of The Foundation, and in no
event shall a covered employee have any incidents of ownership
in any such policies of insurance.

4.3 ?~Yi4salExaminations If a physical examination
is required for The Foundation to obtain insurance for covered
employees under Section 4.2, each employee agrees to undergo
such physical examinations as may be required by the insurance
carrier. Such physical examinations shall be conducted by a
physician approved by The Foundation, at the expense of The
Foundation.

4.4 ~2_~pl~jee Contributions. No contributions by
employees are required or permitted under the Plan, nor shall
there be any form of salary reduction, contributions.

• SECTION 5
ADMINISTRATI~

5.1 Plan Administrator and Named Fiduci,,~y. The Plan
Administrator and Named Fiduciary of the Plan for purposes of
ERISA shall be the Board of Trustees, whose business address is
do The Kresge Foundation, 3215 West Big beaver Road, Troy, MI
45007, and whose telephone number is (313) 643—9630. The
Foundation shall have the right • to change the Plan
Administrator and Named Fiduciary of the Plan at any time, and
to change the address and telephone hUmber of the same. The
Foundation shall give each coveted employee written notice of
any such change in the Plan Administrator and Named Fiduciary,
or in the address or telephone number of the same.

5.2 Claims Procedur!. Each covered employee, or
other person claiming through the employee, must file a written
claim for benefits with the • Plan Administrator as a
prerequisite to the payment of benefits Under the Plan. Any
denial by the Plan Administrator of a claim for benefits under
the Plan by an employee or other Person (collectively referred
to as claimant) , shall be stated in writing by the Plan
Administrator and delivered or mailed to the claimant within 90
days after receipt of the claim, unless special circumstances
require an extension of time for Processing the claim. If such
an extension of time is required~ written notice of the
extension shall be furnished to the claimant prior to the
termination of the initial 90—day pEriod~ In no event shall
such extension exceed a Period of 90 days from the end of the
initial period. Any notice of denial shall set forth the
specific reasons for the denial, specific reference to
pertinent provisions of the Plan upon which the denial is
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based, a description of any additional material or information
necessary for the claimant to perfect his claim, with an
explanation of why such material or information is necessary,
and any explanation of claim review procedures under the Plan,
written to the best of the Plan Administrators ability in a
manner that may be understood without legal at actuarial
counsel. A claimant whose claim for benefits has been wholly
or Partially denied by the Plan Administrator may request,
within 90 days following the date of sUch denial, in a writing
addressed to the Plan Administrator, a review of such denial.
The claimant shall be entitled to submit such issues or
comments in writing or otherwise, as he shall consider relevant
to a determination of his claim, and may include a request for
a hearing in person before the Plan Administrator Prior to
submitting his request, the claimant shall be entitled to
review such documents. as the Plan Administrator shall agree are
pertinent to his claim. The claimant may, at all stages of
review, be represented by counsel, legal or otherwise, of his
choice, provided that the fees and expenses of such counsel
shall be borne by the claimant. All requests for review shall
be promptly resolved. The Plan Administrators decision with
respect to any such teview shall be set forth in writing and
shall be mailed to the claimant not later than 60 days
following receipt bythe Plan Administrator of the claimants
request unless special circumstances such as the need to hold
a hearing, require an extension of time for processing, in
which case the Plan Administrators decision shall be 50 mailed
not later than 120 days after receipt of such request.

SECTION 6
LIMITATION OF COVEREDEMPLOYEESRIGHTS

6.1 No Contract of Employment, The Plan shall not be
deemed to create a contract of employment between The
Foundation and any covered employee and shall create no right
in any covered employee to continue in The Foundations
employment for any specific period of time, or to create any
other rights in any covered employee or bbligátlon5 on the part
of The Foundation, except as are set •forth herein or in any
written employment contract. Nor shall the Plan restrict the
right of The Foundation to terminate any covered employee, or
restrict the right of any covered employee to terminate his
employment.

6.2 Unsecured Creditor. The rights of any covered
employee or any person claiming through the employee under the
Plan shall be solely those of an Unsecured general creditor of
The Foundation. Any• covered employee, or any person claiming
through the employee, shall dnly have the right to receive from
The Foundation those payments as specified herein. Each
covered employee agrees that he or any person claiming through
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him shall have no rights or interests in any asset of The
Foundation, including any insurance policies or contracts which
The Foundation may possess to informally fund the Plan.

6.3 No Trust. No asset used or acquired by The
Foundation in connection with the liabilities it~ has assujl,ed
under the Plan shall be deemed to be held under any trust for
the benefit of any covered employee. Nor shall any such asset
be considered security for the performance of the obligations
of The Foundation, but shall be, , and remain, a general
unpiedged and unrestricted asset of The Foundation, except as
provided by separate agreement and as permitted under Internal
Revenue Service and Department of Labor rules and regulati~~5
for unfunded supplemental retirement plans.

SECTION 7
AMENDMEN~OR TERMINATION

7.1 ~ht To Amend or Terminate Plan. The Foundation
reserves the right to amend the Plan in any manner deemed
appropriate by The Foundations Board of Trustees, and The
Foundation reserves the right to terminate the Plan at any time
in whole or part.

7.2 Limitations. Notwithstanding Section 7.1, no
such amendment or termination shall reduce or otherwise affect
the benefits payable to or on behalf of any covered employee
that have accrued prior to such amendment or termination
without the written consent of the employee (or beneficiary, if
applicable). In addition, the complete or partial termination
of this Plan shall have the same effect on the vesting of
benefits accrued to date under this Plan as in the case of a
complete or partial termination of the Pension Plan.

• SECTION 8
MISCELLASEOUSPROVISIONS

8.1 Independence of Benefits. Except as otherwise
provided herein, the benefits payable under the Plan shall be
independent of, and in addition to, any other benefits or
compensation, whether by salary, or bonus or otherwise, payable
under any employment agreements that now exist or may hereafter
exist from tune to time between The Foundation and any
employee. The Plan •does not involve a reduction in salary or
foregoing of an increase in future salary by any employee. Nor
does the Plan in any way affect o~ reduce the existing and
future compensation and other benefits of any covered employee.

8.2 Non—alienation of Benefits. Except in so far as
this provision may be contrary to applicable law, no sale,
transfer, alienation, assignment, pledge1 collateralization, or
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attachment of any benefits under the Plan shall be valid or
recognized by The Foundation.

8.3 Payments for the Behef it of Emplov~. In the
event that The Foundation shall find that any person to whom a
benefit is payable under the Plan is unable to care for his
affairs because of illness or accident, is otherwise mentally
or physically incompetent, or is unable to give a valid
receipt, The Foundation may cause the payments becoming due to
such person to be paid to another individual for such person~s
benefit, without responsibility on the part of The Foundation
to follow application of such payment. Any such payment shall
be a payment on account of such person and shall operate as a
complete discharge of The Foundation from all liability under
the Plan.

8.4 Use of Words. Wherever any words are used in the
Plan in the masculine gender, they shall be construed as though
they also were used in the feminine gender in all cases where
they would so apply, and wherever any words are used in the
Plan in the singular form, they shall be construed as though
they also were used in the plural form in all cases where they
would so apply, and vice versa.

8.5 Headings. Headings of Sections herein are
inserted for convenience of reference. They constitute no part
of the Plan and are not to be considered in the construction of
the Plan.

8.6 Savings Clause. If any provisions of the Plan
shall be for any reason invalid or unenforceable, the remaining
provisions nevertheless shall be carried into effect.

SECTION 9
DEFINITIONS

Terms capitalized in the text of the Plan shall have
the meanings referred to below, unless the context requires
otherwise. Terms not defined herein shall be construed in
reference to the same or similar terms as used in the Pension
Plan.

9.1 Code., See Section 1.2.
9.2 Effective Date. See Section 1.1
9.3 ERISA. See Section l~3 •

9.4 Plan. See Section 1.1
9.5 The Foundation. See Seätion 1.1
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SECTION 10
EXECUTION

IN WITNESS WHEREOF, The Kresge Foundation has caused
the Plan tb be executed on ~ & ( , 1992.

T~ KRESGEFOUNDATION

8



ATTACHMENTA

THE KRESGEFOUNDATION

SUPPLEMENTfl.j, EXECUTIVE RETIREMENT PLAN

Covered Employees

Date of
Name of Employee . Title Coverage

Alfred H. Taylor Chairman and Chief July 1, 1991
Executive Officer



ATTACHMa~TB

THE KRESGEFOUNDATION

SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN

Illustration of Special Tax Provisions

1. ASSUMPTIONS

Present value of all future benefits taxable in year of
retirement

Exclusion ratio applies in future years to recover tax
basis

Present value is computed per Treas. Reg. §1.72—9 and

IRS Notice 89—60

• Retirement is at age 62 on first day of the year

Section 3.1 annual benefit is $100,000

Current interest rate is 8.6%

Effective marginal state and federal tax rate is 32%

Additional first year benefit under Section 3.4 is X

• Benefit adjustment under Section 3.4 is Y

2. PRESENTVALUE OF BENEFIT

• Remainder factor from Table R(1)
of IRS Notice 80—60 0.28929

Annual annuity factor
(1 — 0.28929)10.08600 8,26000

• Monthly annuity factor8.26000x 1,03880 (adjustment from
Table K of Treas. Reg. §1.72—9) 8.58000

• Present value of annuity taxable
in year of retirement ($100,000 — Y) x 8.58000



3. EXCLUSIoN RATIO

• Expected return multiple from

Table V of Treas. Reg. §1.72—9 22.50000

• Exclusion ratio

8.58000/22.50000 38%

4. TARGETEDAFTER-T~BENEFIT

• Section 3.1 amount of
$100,000 less taxes
$100,000 (1 — 0.32) $68,000

5. COMPUTATIONOF X AND Y

• ($100,000 — Y + X) — .32 (100,000 — Y) (8.58) = $68,000

and

• (1 — 0.32) ($100,000 — Y) (j. — 0.38)
+ 0.38 ($100,000 — Y) = $68,000

X = $216,079 and Y = $15,170

6. SUNM~y

• Additiona..i benefit under Section 3.4
in year of retirement: $216,079

Annual benefit reduction under Section 3.~ $15,170

• Net annual benefit under plan
until tax basis is recovered $84,830


