CITY OF BAYPORT
294 NORTH 3RD STREET
BAYPORT, MN 55003

_____________________________________________________________
NOTICE OF CITY COUNCIL WORKSHOP
*** Please note: There is no planned public comment period at the workshop. ***
NOTICE IS HEREBY GIVEN that the City Council will hold a workshop at Bayport City Hall on
Monday, August 1, 2022, at 4:30 p.m. The purpose of the workshop is to 1) discuss a potential
conservation project with Washington County through the Clean Water, Land, and Legacy program; and
2) discuss the Bayport Fire Relief Association Pension.
Adam Bell, City Administrator

CITY OF BAYPORT
294 NORTH THIRD STREET
BAYPORT, MINNESOTA 55003
PHONE 651-275-4404 FAX 651-275-4411

DATE:

July 22, 2022

TO:

Mayor and City Council

FROM:

City Administrator Adam Bell

RE:

High-level overview of how the Bayport Fire Relief Association funds and pension
work

BACKGROUND
•

•
•
•
•
•
•

•

The fire relief fund is funded by the State of Minnesota. Each year, the state distributes state aid
specifically for fire pensions. These funds pass through the city, but the city does not have any
role in the funds other than serving as a pass-through and reporting on the Fire Department's
activity.
The amount is based on several factors and includes the coverage area, which benefits Bayport
because we have a high number of calls, a large area, and a high market value area for a
department our size.
The Fire Relief Board of Trustees manages the investments and acts as fiduciaries with the
obligation to return as much of a benefit as possible to vested members without compromising
the ability to meet future obligations to active members.
Each year, an independent audit is performed on the fund and its balances as required by the
Office of the State Auditor. This year’s audit ending December 31, 2021, shows the fund to be
at over 150% funded.
As a result, the fire relief association is asking for approval to increase the retirement benefit
from $7,800.00 per year to $10,000 per year. The last increase was in 2020.
Even after modeling a 17% market decline, the Ass’n still expects to be funded at around 110%
based on current pension liabilities.
Partly, the reason that Bayport is currently funded so high is that our State Aid amount is high
and the fund management has been good. The investments have done very well over the past
several years and despite the current projected losses experienced in 2022, the pension fund has
a high amount of funding.
The potential liability for the city in increasing the benefit level at any time depends on the
value of the relief fund and a scenario of an extreme, hypothetical draw on the funds for more
than the value of the funds.
o E.g., the potential scenario is if the market tanks and the fund loses all of its value. Then
the department would have to have a large number (nearly all) of the members either
earn a death benefit (die) or all the members are fully vested members (20+ years of
service) and they all retire at the same time. Both of these scenarios have an incredibly
low probability.

•
•
•
•
•

The City’s risk in that unlikely scenario is to then cover the difference in the potential shortfall.
If the increase is not made, the relief fund would again potentially begin reaching a level of
vestment where the state may take action against the Association. This would result in either
demanding funds back or reducing the state aid.
In 2020, the last time the level was adjusted, the fund was over 140% funded. Even with the
previous adjustment in 2020, the fund is back at that level due to the successful investments
since then.
The whole purpose of this fund is to pay a retirement benefit to the members. After 10 years of
service, each member is vested in the plan and receives 60% of the benefit. At 20 years, a
member receives 100% of the benefit.
The benefit level helps retain members for 10-20 years. It also helps in recruiting.

CITY OF BAYPORT
294 NORTH THIRD STREET
BAYPORT, MINNESOTA 55003
PHONE 651-275-4404 FAX 651-275-4411

DATE:

July 21, 2022

TO:

Mayor and City Council
City Administrator Adam Bell

FROM:

Fire Relief Association Treasurer Ray Valley
Fire Relief Association President Mike Galowitz

RE:

Bayport Fire Relief Association benefit increase and approval of SC-22 form

BACKGROUND
The fire relief fund is funded by the State of Minnesota. The Relief Board of Trustees manage investments and
act as fiduciaries with the obligation to return as much of a benefit as possible to vested members without
compromising the ability to meet future obligations to active members.
Each year, an independent audit is performed on the fund and its balances as required by the Office of the State
Auditor. This year’s audit ending December 21, 2021 shows the fund to be at over 150% funded. The Fire Relief
Association is asking for approval to increase the retirement benefit from $7,800.00 per year to $10,000 per
year. Even after modeling a 17% market decline, we still expect to be funded at 110% based on current pension
liabilities.
There is no liability on the city by increasing the benefit level. The only liability that would potentially arise is
in the case where the fund’s investment drops below 100% of the total pension liability. The city’s risk in that
unlikely scenario is to then cover the difference in the potential shortfall. If the increase is not made, the relief
fund would again potentially begin reaching a level of vestment where the state may take action against the
association. In 2020, the last time the level was adjusted, the fund was over 140% funded. Even with the
previous adjustment in 2020, the fund is back at that level, due to the successful investments since then.
The purpose of this fund is to pay a retirement benefit to the members. After 10 years of service, each member is
vested in the plan and receives 60% of the benefit. At 20 years, a member receives 100% of the benefit. The
benefit level helps retain members for 10-20 years. If approved, this increase will take effect September 1, 2022.
RECOMMENDATION
Staff recommends the City Council adopt a motion ratifying an amendment to the Bayport Fire Relief
Association annual benefit level, as proposed. Staff also recommends that per the requirements of the OSA, the
City Council approve the Schedule Form for 2022 which is a formal listing of active members, benefit level,
assets, and liabilities for 2022 and projections for 2023

July 21, 2022
To: Mayor and City Council
From: Mike Galowitz, President of the Bayport Fire Department Relief Association
Background of the Association
The Bayport Fire Department Relief Association is made up of paid-on-call members of the
Bayport Fire Department. The purpose of the association is to provide retirement, disability and
death benefits to the members or beneficiaries of the membership. The pension benefit is also
one way to encourage paid-on-call members to “stay on the job”. The State of Minnesota has
provided the major share of funding for the association through distribution of the money
collected from a gross earnings tax on fire insurance premiums sold in the state, also known as
“2% money”. The funds are allocated back to the departments based on the population and
property values in the area served by that department. There is a strong relationship between
state fire aid and the number of fire-related calls a fire department responds to each year.
The state fire aid was established in 1885 and has been the most stable source of funding.
According to the most recent state auditor’s report dated December 31, 2020, the Bayport Fire
Department Relief Association is in the 93 (%-ile) of State Aid received, the 96 (%-ile) in Annual
Benefit amounts and the 93 (%-ile) in Net Plan Assets. The relief association does benefit from the
population and valuation that comes from Bayport, Oak Park Heights, Baytown and West
Lakeland; the areas served by the Bayport Fire Department.
State law requires that a relief association be governed by a nine-member board of trustees. The
Bayport Fire Department Relief Association is directed by six trustees elected by members of the
Bayport Fire Department, the Fire Chief, the City Administrator and the Mayor. Monthly meetings
are held to oversee the management of the Associations funds.
Type of Pension Plan
The members of the Relief Association are covered by a defined benefit plan. The benefit level of
the plan is determined by the number of members, their length of service and the value of the
relief fund. Benefit level studies are performed on an annual basis. When a benefit level increase is
warranted, an approval request is made to the City Council. This year the relief board approved a
request to the council for a 28.2% increase effective September 1st, 2022. The per year benefit
level would go from $7,800 to $10,000.
Investments
The Bayport Fire Department Relief Association assets are invested with the Minnesota State
Board of Investment (SBI). The board recently made the decision to transfer our assets to SBI
from Wells Fargo Advisors based on their fund performance and lower overall fee structure.
The relief association has adopted an Investment Policy Statement related to our investments for
our pension fund. The Relief Board believes in long-term investment strategy and doesn’t attempt
to make decisions based on short-term market changes. First State Bank and Trust also hold cash
and certificate of deposits for the association.

Funding Ratios
The Bayport Fire Department relief board has fiduciary responsibilities to both the membership
and to the Council. The responsibility to the membership is to seek the highest financially sound
benefit level. The responsibility to the Council is to not expose the city to any financial risk which
could lead to mandatory contributions. Historically after the State contributions our investments
only needed returns of 2-3% to cover normal costs and stay 100% funded. Even with a 28.2%
increase for 2022 we are projecting a funding ratio over 105%.
Action Requested
Approve the 28.2% benefit increase. This would change the yearly benefit level from $7,800 to
$10,000. The Relief Association membership thanks the council for its past and future support.

Bayport Fire Relief Association
2022 Schedule Form for Lump-Sum Pension Plans (SC-22)

Office of the State Auditor
Report created on 7/20/2022

Bayport Fire Relief Association
2022 Schedule Form for Lump-Sum Pension Plans (Form SC-22)
Unpaid Installments

Name

Member
Status

Birth Date

Entry Date

Separation
Date

Amount
Previously
Paid

2022 Estimated 2023 Estimated
Liability
Liability

No Unpaid Installments

Confirmation Id: 330420d3-d86a-4144-b44d-9c6fc68c7700
Form SC-22

Minnesota Office of the State Auditor

Type: Lump Sum
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Bayport Fire Relief Association
2022 Schedule Form for Lump-Sum Pension Plans (Form SC-22)
Financial Projections
Calculation of Normal Cost

2022

2023

2,845,930

3,063,843

146,754

146,754

0

0

Total Active Mamber Liabilities
Total Deferred Member Liabilities
Total Unpaid Installments
Grand Total Special Fund Liability

A.

2,992,684

Normal Cost (Cell B - Cell A)

B.

3,210,597

C.

217,913

Projection of Net Assets for Year Ending December 31, 2022
Special Fund Assets at December 31, 2021 (FIRE-21 ending assets)

1.

3,508,446

2.

509,932

Total Projected Expenses for 2022 (Add Lines K through M)

3.

32,928

Projected Net Assets at December 31, 2022 (Line 1 + Line 2 - Line 3)

4.

3,985,450

Projected Assets (Line 4)

5.

3,985,450

2022 Accrued Liability (Page 4, cell A)

6.

2,992,684

Surplus or (Deficit) (Line 5 - Line 6)

7.

992,766

Projected Income for 2022
Fire State Aid

D.

99,196

Supplemental State Aid (actual 2021 supplemental state aid)

E.

20,136

Municipal / Independent Fire Dept. Contributions

F.

0

Interest / Dividends

G.

42,800

Appreciation / (Depreciation)

H.

347,800

Member Dues

I.

0

Other Revenues

J.

0

Total Projected Income for 2022 (Add Lines D through J)
Projected Expenses for 2022
Service Pensions

K.

0

Other Benefits

L.

0

Administrative Expenses

M.

32,928

Projection of Surplus or (Deficit) as of December 31, 2022

Confirmation Id: 330420d3-d86a-4144-b44d-9c6fc68c7700
Form SC-22

Minnesota Office of the State Auditor

Type: Lump Sum
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Bayport Fire Relief Association
2022 Schedule Form for Lump-Sum Pension Plans (Form SC-22)
Calculation of Required Contribution
Deficit Information - Original
Year Incurred

Deficit Information - Adjusted

Amount Retired
Amount Retired as
Original Amount as of 12/31/2021 Original Amount
of 12/31/2022

Amount Left to
Retire 1/1/2023

2013

0

0

0

0

0

2014

0

0

0

0

0

2015

0

0

0

0

0

2016

0

0

0

0

0

2017

0

0

0

0

0

2018

0

0

0

0

0

2019

0

0

0

0

0

2020

0

0

0

0

0

2021

0

0

0

0

0

0

0

0

0

0

0

2022
Totals

0

0

Normal Cost
2021 Administrative Expense (FIRE-21)

2021

2022 Projected Administrative Expense

2022

8.

217,913

9.

17,637
18,254

Amortization of Deficit (Total of Original Amount X 0.10)

10.

0

10% of Surplus

11.

99,277

Fire and Supplemental Aid

12.

119,332

Member Dues

13.

0

5% of Projected Assets at December 31st, 2022

14.

199,273

Required Contribution

15.

0

Confirmation Id: 330420d3-d86a-4144-b44d-9c6fc68c7700
Form SC-22

Minnesota Office of the State Auditor

Type: Lump Sum
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Bayport Fire Relief Association
2022 Schedule Form for Lump-Sum Pension Plans (Form SC-22)
2022 Maximum Benefit Worksheet
A

2021
2020
2019

B

C

D

E

Fire State Aid and
Supplemental State
Aid

Municipal
Contribution

10% of Surplus

Active Members in
Relief Association

From (FIRE-21)

From (FIRE-21)

From (SC-21)

From (FIRE-21)

115,979

0

105,086

23

From (FIRE-20)

From (FIRE-20)

From (SC-20)

From (FIRE-20)

111,324

0

68,062

22

From (FIRE-19)

From (FIRE-19)

From (SC-19)

From (FIRE-19)

104,670

0

37,420

26

Average available financing per active member for the most recent 3-year period:

Per Year Average
[(A+B+C)/D]
9,612
8,154
5,465
7,744.00
14,300.00

Confirmation Id: 330420d3-d86a-4144-b44d-9c6fc68c7700
Form SC-22

Minnesota Office of the State Auditor

Type: Lump Sum
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Bayport Fire Relief Association
2022 Schedule Form for Lump-Sum Pension Plans (Form SC-22)
To be eligible for fire state aid this Schedule Form must be fully completed, certified by the relief association officers,
forwarded to the municipal clerk/independent secretary on or before August 1, 2022, and submitted to the Office of the
State Auditor.

Relief Association Officer Certification
I have obtained a copy of the schedule form with Confirmation Id 330420d3-d86a-4144-b44d-9c6fc68c7700 displayed in the
lower left corner of each page.
424A.092 and that:
1) The annual benefit level of $10,000 per year of service was established according to the average amount of
available financing;
2) We understand that this form shows that the Relief Association has a projected SURPLUS of $992,766 and a
projected funding ratio of 133.17 percent;
3) The required 2023 contribution is $0 based on the financial requirements of the Relief Association's Special Fund
for the 2022 calendar year;
4) The Maximum Benefit Worksheet (MBW) portion of this form shows that the Relief Association's maximum
allowable benefit level for 2022 is $14,300;
5) We understand that the Relief Association cannot establish a benefit level that exceeds this statutory maximum. We
understand that municipal or independent nonprofit firefighting corporation board approval may be required for a
benefit increase; and
6) On or before August 1, the average amount of available financing per active member for the most recent three-year

Signature of President

First Name

Last Name

Date

Signature of Secretary

First Name

Last Name

Date

Signature of Treasurer

First Name

Last Name

Date

Municipal Clerk / Independent Secretary Certification*
I received the completed Schedule Form from the Bayport Fire Relief Association with Confirmation Id 330420d3-d86a-4144b44d-9c6fc68c7700 displayed in the lower left corner of each page.
I have reviewed Line 15 of the Schedule Form. If Line 15 shows a required contribution, I certify that I will advise the
governing municipal body or the independent nonprofit firefighting corporation of any required contribution at its next
regularly scheduled meeting.

Signature of Municipal Clerk / Secretary of independent
nonprofit firefighting corporation

First Name

Last Name

* See the form instructions for additional information about certification requirements.

Confirmation Id: 330420d3-d86a-4144-b44d-9c6fc68c7700
Form SC-22

Minnesota Office of the State Auditor

Date

