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Summary: Governmental Accounting Standards Board (GASB) Statement No. 45, paragraph 13(g) states that 
an employer has made a contribution in relation to its Annual Required Contributions (ARC) when it has: “(1) 
made payments of benefits directly to or on behalf of a retiree or beneficiary; (2) made premium payments 
to an insurer; or (3) irrevocably transferred assets to a trust, or equivalent arrangement, in which plan assets 
are dedicated to providing the plan and are legally protected from creditors of the employer or plan 
administrator.” The issue is whether contributions made to an account created under the authority of Public 
Act 149 of 1999 (PA 149) within the State of Michigan qualifies as “contributions in relation to the ARC.”i 

 

  
PA 149 encourages public employer pre-funding of retiree health care benefits by allowing separate 
investment funds to be created that may be invested in accordance with the pension act (i.e., longer term 
yields, such as common stock, etc). The Act states that the governing body may make withdrawals of these 
funds solely for payment of health care benefits on behalf of qualified persons and the payment of expenses 
of the administration of the fund. PA 149 requires creation of a fund, as well as a resolution of the governing 
body adopting requirements regarding the operation of the fund. The Michigan Department of Treasury 
interprets “fund,” as used in this act, to mean a physical separation of the assets from the government’s 
own assets. We are of the understanding that PA 149 funds are equivalent to a trust arrangement, in that 
creditors are unlikely to be able to gain access to those assets. Therefore, contributions to a PA 149 fund 
qualifies as “contributions in relation to the ARC.” Further, PA 149 funds should be reported in the financial 
statements as pension and other employee benefit trust funds (as should any other trusts or equivalent 
arrangements) using fund 736-Public Employee Health Care Fund. Monies that have been set aside in a fund 
that do not meet the definition of a trust or similar arrangement should continue to be reported as funds of 
the government, such as in an internal service or special revenue fund. 

 
If you need further assistance, please call (517) 335-7469 or write our office:  Michigan Department of 
Treasury, LAFD, P.O. Box 30728, Lansing, Michigan 48909-8228 or email us at TreasLocalGov@michigan.gov.  

 
 

i January 15, 2008 – Original statement 
(Revised Date March 1, 2024) – This statement was updated with formatting changes, no major content edits. 
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