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BRAINERD FIRE DEPARTMENT RELIEF ASSOCIATION
STATEMENT OF FIDUCIARY NET POSITION
DECEMBER 31, 2019

Special
Pension
Trust Fund

General
Fund

Total

ASSETS
CASH AND CASH EQUIVALENTS

$

ACCOUNTS RECEIVABLE
INVESTMENTS
PROPERTY AND EQUIPMENT
Furniture and equipment
Less: Accumulated depreciation
Net property and equipment
Total assets

LIABILITIES
Payroll and sales taxes
Total liabilities

250,011

$

63,322

$

313,333

6,960

-

6,960

3,842,164

-

3,842,164

-

13,753
(7,469)
6,284

13,753
(7,469)
6,284

$

4,099,135

$

69,606

$

4,168,741

$

1,004
1,004

$

4,301
4,301

$

5,305
5,305

NET POSITION
4,098,131
-

Net position restricted for pension benefits
Net position restricted for general account

Total net position

$

4,098,131

65,305
$

65,305

See accompanying notes to financial statements.
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4,098,131
65,305
$

4,163,436

BRAINERD FIRE DEPARTMENT RELIEF ASSOCIATION
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
SPECIAL PENSION TRUST FUND
YEAR ENDED DECEMBER 31, 2019

ADDITIONS
Contributions and Support
State of Minnesota
City of Brainerd
State 10% supplemental reimbursement
Total contributions

$

197,332
59,141
1,000
257,473

Investment income
Interest and dividends
Net appreciation in fair value of investments
Total investment income

167,298
504,640
671,938

Less: direct investment expenses

(21,093)

Net investment income

650,845

Total additions

908,318

DEDUCTIONS
Pension benefit payments
Wages and payroll taxes
Professional fees
Actuarial fees
Other

222,620
6,767
9,348
2,800
1,232

Total deductions

242,767

INCREASE IN NET POSITION

665,551

Net position - beginning of year

3,432,580

NET POSITION - END OF YEAR

$ 4,098,131

See accompanying notes to financial statements.
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BRAINERD FIRE DEPARTMENT RELIEF ASSOCIATION
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
GENERAL FUND
YEAR ENDED DECEMBER 31, 2019

ADDITIONS
Investment income
Interest

$

Other income
Special events and fundraisers (net)
Donations and other receipts

25
15,932
214

Total additions

16,171

DEDUCTIONS
Convention and meeting expenses
Annual meeting
Donations, memorials and public relations
Professional fees
Office supplies and postage
Repairs, maintenance and supplies
Insurance
Depreciation

2,162
2,662
17,115
1,432
145
65
397
450

Total deductions

24,428

DECREASE IN NET POSITION

(8,257)

Net position - beginning of year

73,562

NET POSITION - END OF YEAR

$

65,305

See accompanying notes to financial statements.
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BRAINERD FIRE DEPARTMENT RELIEF ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1

PLAN DESCRIPTION AND ORGANIZATION STRUCTURE
A. General Information
The Brainerd Fire Department Relief Association was incorporated on April 18, 1921.
The Association is the administrator of a single employer defined benefit pension plan
available for firefighters of the City of Brainerd. The plan operates under the provisions
of Minnesota Statute Secs. 69 and 424A and is exempt from income taxes under
Minnesota Statute Section 290.05, Subdivision 1 and Internal Revenue Code Section
501(c)(4). The Association is governed by a board of six members elected by the
members of the Association for three-year terms, and three members representing the
City of Brainerd including one elected official, one elected or appointed official, and the
fire chief who serve as ex-officio voting members. The Association is not a component
unit of the city.
B. Plan Membership
As of December 31, 2019 membership data related to the Relief Association was:

Terminated members entitled to
benefits but have not received them
Active members:
Vested
Partially vested
Non-vested

7
2
14
19

Total

42

C. Pension Benefits
Authority for payment of pension benefits is established in Minnesota Statute Sec. 424A
and the Association’s bylaws. Pension benefits are earned by each member of the
Association as follows:
1. Each member who is at least 50 years of age, has retired from the Fire Department
of the City of Brainerd, has served at least twenty (20) years of active service with
such department before retirement and has been a member of the Association in
good standing at least 20 years prior to such retirement shall be entitled to a lump
sum service pension in the amount of $10,750 for each year of service (including
each year over 20) but not exceeding the maximum amount per year of service
allowed by law for the minimum average amount of available financing per firefighter
as prescribed by law.
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BRAINERD FIRE DEPARTMENT RELIEF ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1

PLAN DESCRIPTION AND ORGANIZATION STRUCTURE (CONTINUED)
C. Pension Benefits (Continued)
2. According to the bylaws of the Association and pursuant to Minn. Stat. Sec. 424A.02,
subd.2, members who retire with less than 20 years of service and have reached the
age of 50 years and have completed at least ten years of active membership are
entitled to a reduced lump sum service pension not to exceed the amount calculated
by multiplying the member's service pension for the completed years of service by
the applicable non-forfeitable percentage of pension as follows:
Completed Years
of Service
10
11
12
13
14
15
16
17
18
19
20 and thereafter

Non-forfeitable Percentage
of Pension Amount
60
64
68
72
76
80
84
88
92
96
100

3. To be eligible to receive a permanent disability benefit, the member must be totally
and permanently disabled, to the extent that a physician shall certify that such
disability will prevent the member from performing firefighting duties. When a
member is disabled to the extent that it is substantially certain that they will never
again be able to return to active duty as a firefighter, then the member shall be paid a
disability benefit out of the Special Fund in the amount equivalent to the accrued
retirement liability at the time of disability.
4. Upon the death of an active or deferred member, the surviving spouse and surviving
children of the deceased member, and if no surviving spouse, the estate of the
deceased member shall be paid a benefit out of the Special Fund in an amount
equivalent to the accrued retirement liability at the time of death.
NOTE 2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Fund Accounting
The resources of the Association are accounted for in two funds:
The Special Pension Trust Fund is a pension trust fund for the accumulation of
resources to be used for retirement, dependency, death and disability payments of
appropriate amounts and at appropriate times in the future. Resources are
contributed by the City of Brainerd at amounts determined by law; and from the twopercent insurance premium tax and amortization aid from the State of Minnesota.
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BRAINERD FIRE DEPARTMENT RELIEF ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

A.

Fund Accounting (Continued)
The General Fund is a governmental fund which accounts for the resources other
than those in the Special Pension Trust Fund. It is used for the good and benefit of
the Association as determined by Association bylaws. Its resources consist of
membership dues, fundraiser proceeds, investment earnings and miscellaneous
sources.

B. Basis of Presentation and Accounting
The accompanying financial statements have been prepared in conformity with
accounting principles generally accepted in the United States of America, as set forth by
the Governmental Accounting Standards Board (GASB). GASB is the accepted
standard setting body for establishing governmental accounting and financial reporting
principles.
C. Investments
The Association’s investment policy is established and may be amended by its Board
with a majority vote of its members. There were no changes to the investment policy
during 2019.
Investments are reported at fair value. Short-term investments are reported at cost,
which approximates fair value. Securities traded on an exchange are valued at last
reported sales price at the current exchange rates. Investments that do not have an
established market are reported at estimated fair value.
Net appreciation (depreciation) in fair value of investments includes net unrealized and
realized gains and losses. Purchases and sales of securities are recorded on a tradedate basis. Interest and dividend income is recognized as earned.
D. Property and Equipment
Property and equipment are stated at cost. Expenditures for major renewals and
betterments that extend the useful lives of property and equipment are capitalized.
Expenditures for maintenance and repairs are charged to expense as incurred.
Depreciation is computed using the straight-line method and amounted to $450 in 2019.
E. Use of Estimates
The Association uses estimates and assumptions in preparing financial statements.
Those estimates and assumptions affect the reported amounts of assets and liabilities,
the disclosure of contingent assets and liabilities, and the reported revenues and
expenses. Actual results could differ from those estimates.
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BRAINERD FIRE DEPARTMENT RELIEF ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 3

DEPOSITS AND INVESTMENTS

A. Deposits
The Association is authorized by Minnesota Statutes § 356A.06 to deposit its cash in financial
institutions designated by the Board of Trustees.
Custodial Credit Risk
The custodial credit risk for deposits is the risk that, in the event of a bank failure, the
Association’s deposits may not be recovered. The Association’s policy for custodial credit
risk is to maintain compliance with Minnesota statutes that require all the Association’s
deposits be protected by insurance, surety bond, or pledged collateral.
B. Investments
The types of securities available to the Association for investment are authorized and defined
by Minnesota Statutes §§424A.095 and 356A.06. Permissible investments include, but are
not limited to: government and corporate obligations, United States and Canadian common
stock, mutual funds and exchange traded funds. The Association invests primarily in
government and corporate obligations, and mutual funds.
Custodial Credit Risk
Custodial credit risk for investments is the risk that, in the event of a failure of the issuer of an
investment, the Association will not be able to recover the value of the investment or the
collateral securities in the possession of an outside party. All investments purchased by the
Association are held by a third-party agent as custodian.
Interest Rate Risk
Interest rate risk is the risk that changes in market interest rates of debt investments will
adversely affect the fair value of an investment. The Association manages its exposure to
fair value of loss arising from changing interest rates by having fixed income investments with
varying maturity dates.
Credit Risk
Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. Minnesota statutes provide for the types of fixed income investments that a
pension plan can make. In addition, the Association establishes other restrictions that are set
forth in the investment guidelines for the management of the Association’s fixed assets.
Concentration of Credit Risk
The Association’s investment policy limits investments in any one issuer to not more than five
percent unless the increase is a result of market price increase. U.S. Treasuries and
agencies along with commingled investment pools are exempted. The Association’s
investments as of December 31, 2019, were below these limits.
Rate of Return
The money-weighted rate of return expresses investment performance, net of investment
expense, adjusted for the changing amounts actually invested. For the year ended
December 31, 2019 the annual money-weighted rate of return on pension plan investments,
net of pension plan investment expense, was 19.96%.
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BRAINERD FIRE DEPARTMENT RELIEF ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 3

DEPOSITS AND INVESTMENTS (CONTINUED)
The following is a summary of investments and deposits as of December 31, 2019:
SPECIAL PENSION TRUST FUND

CARRYING VALUE

Cash

$

250,011

Corporate obligations
Government obligations
Mutual funds

$

892,744
21,772
2,927,648

Total investments

$

3,842,164

$

63,322

GENERAL FUND

Cash

NOTE 4

CONTRIBUTIONS REQUIRED AND CONTRIBUTIONS MADE
Minnesota Statues § 424A.092 specifies minimum support rates required on an annual
basis. The minimum support rates from the municipality and from state aid are determined
as the amount required to meet the normal cost plus amortizing any existing prior service
costs over a 10-year period. The significant actuarial assumptions used to compute the
municipal support are the same as those used to compute the accrued pension liability. The
Association is comprised of volunteers; therefore, there are no payroll expenditures (i.e.
there are no covered payroll percentage calculations).
Contributions totaling $197,332 consisted of the 2% insurance premium tax from the State of
Minnesota and were made in accordance with state statute requirements for the year ended
December 31, 2019. The City of Brainerd made voluntary contributions in the amount of
$59,141.

NOTE 5

ACCOUNTS RECEIVABLE
Special Fund accounts receivable represents the amount due from the City of Brainerd for
their municipal contribution and amount due for reimbursement of 10% supplemental
retirement benefit.

NOTE 6

RISK MANAGEMENT
The Association is exposed to various risks of loss related to torts, theft of assets, errors,
and omissions. The Association manages its risk of loss through the purchase of
commercial insurance. There were no reductions in insurance coverage from the previous
year, and there have been no claims resulting from these risks in any of the past three
years.
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BRAINERD FIRE DEPARTMENT RELIEF ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 7

NET PENSION ASSET

The components of the net pension asset at December 31, 2019, are as follows:
(a)

(b)

Actuarial
Total Pension
Liability

Plan Fiduciary
Net Position

$ 3,182,065

$

Net Pension Asset
(a-b)

Net Pension Asset

4,098,131

$

(b/a)
Plan Fiduciary Net Position as a
Percentage of the
Total Pension Liability

(916,066)

129%

A. Actuarial Assumptions
The total pension liability was determined by an actuarial valuation as of January 1, 2020,
based on the measurement date of December 31, 2019, and using the following actuarial
assumptions.


Investment Rate of Return

5.50%



Discount Rate

5.50%



20-Year Municipal Bond Yield

3.50%



Salary Increases

2.50%



Inflation Rate

built into other rate
assumptions



Cost of Living Adjustment

5.00% annual increase
to eligible deferred
pension amounts



Age of Service Retirement

50

B. Long-Term Expected Rate of Return
The long-term expected rate of return on pension plan investments was determined using
best-estimate ranges of expected future real rates of return (expected returns, net of pension
plan investment expense and inflation) for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weighting the expected future
real rates of return by the target asset allocation percentage and by adding expected inflation.
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BRAINERD FIRE DEPARTMENT RELIEF ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 7

NET PENSION ASSET (CONTINUED)

B. Long-Term Expected Rate of Return (Continued)
Best estimates of arithmetic real rates of return for each major asset class included in the
pension plan's target asset allocation as of December 31, 2019 are summarized in the
following table:

Asset Class
Cash
Fixed Income
Equities
Other

Portfolio Weight
13.0%
29.0%
55.0%
3.0%

Total Portfolio

Expected Class Return
2.25%
3.70%
7.30%
6.00%

100.0%

5.50%

C. Discount Rate
The discount rate used to measure the total pension liability was 5.50%. Assets were
projected using expected benefit payments and expected asset returns. Expected benefit
payments were discounted by year using expected assets return assumption for years in
which the assets were sufficient to pay all benefit payments. Any remaining benefit payments
after the trust fund is exhausted are discounted at the municipal bond rate of return. The
equivalent single rate is the discount rate. Based on those assumptions, the pension plan's
fiduciary net position was projected to be available to make all projected future benefit
payments of current plan members.

D. Sensitivity Analysis
The following presents the net pension asset calculated using the discount rate of 5.50%, as
well as what the net pension (asset)/liability would be if it were calculated using a discount
that is one-percentage-point lower (4.50%) or one-percentage-point higher (6.50%) than the
current rate:
1%
Decrease
(4.50%)
Net Pension (Asset)/Liability

$

(839,175)
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Selected
Discount
Rate (5.50%)
$

(916,066)

1%
Increase
(6.50%)
$

(990,863)

REQUIRED SUPPLEMENTARY INFORMATION

BRAINERD FIRE DEPARTMENT RELIEF ASSOCIATION
SCHEDULE OF CHANGES IN THE ASSOCIATION'S NET PENSION LIABILITY
(UNAUDITED)

2019

2018

2017

2016

2015

2014

Total Pension Liability
Service Cost
Interest Cost
Assumption Changes
Plan Changes
Gain or Loss
Benefit Payments
Other Changes
Net Change in Total Pension Liability
Total Pension Liability - Beginning
Total Pension Liability - Ending (a)

$

151,623
162,798
170,618
(222,620)
262,419
2,919,646
3,182,065

$

153,758
143,196
(19,085)
100,234
(32,251)
345,852
2,573,794
2,919,646

$

138,165
124,317
177,823
(192,583)
247,722
2,326,072
2,573,794

$

155,063
141,169
18,154
(219,298)
(361,338)
(266,250)
2,592,322
2,326,072

$

155,042
133,392
64,528
(371,914)
(18,952)
2,611,274
2,592,322

$

151,260
135,543
(201)
286,602
2,324,672
2,611,274

Fiduciary Net Position
Municipal Contributions
State Contributions
Net Investment Income
Benefit Payments
Administrative Expenses
Net Change in Fiduciary Net Position
Fiduciary Net Position - Beginning
Fiduciary Net Position - Ending (b)
Association's Net Position Liability/(Asset) - Ending (a) - (b)
Fiduciary Net Position as a Percentage of the Total
Pension Liability

59,141
198,332
650,845
(222,620)
(20,147)
665,551

52,369
193,723
(204,298)
(18,393)
23,401

58,095
197,198
434,272
(192,583)
(17,129)
479,853

60,768
196,646
216,918
(361,338)
(15,586)
97,408

57,324
209,218
(67,607)
(371,914)
(18,356)
(191,335)

46,833
203,105
129,037
(201)
(14,697)
364,077

3,432,580
4,098,131

3,409,179
3,432,580

2,929,326
3,409,179

2,831,918
2,929,326

3,023,253
2,831,918

2,659,176
3,023,253

$ (916,066)

$ (512,934)

$ (835,385)

$ (603,254)

$ (239,596)

$ (411,979)

128.79%

117.57%

132.46%

125.93%

109.24%

115.78%

Note:
This schedule is prepared prospectively until it contains ten years of data.
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BRAINERD FIRE DEPARTMENT RELIEF ASSOCIATION
SCHEDULE OF CONTRIBUTIONS FROM EMPLOYER AND OTHER ENTITIES
(UNAUDITED)
City of Brainerd
Year Ended
December 31
2019
2018
2017
2016
2015
2014
2013
2012
2011
2010

Annual
Required
Contribution
$
41,431
65,993
51,064

Actual
Contribution
$
59,141
52,369
58,095
60,768
57,324
46,833
41,983
44,285
65,993
56,416

State of Minnesota
Annual
Required
Actual
(Excess)
Contribution Contribution
Deficiency
$ 197,332
$ 197,332
$
193,723
193,723
196,198
196,198
194,646
194,646
206,218
206,218
203,105
203,105
207,334
207,334
147,237
147,237
145,914
145,914
142,236
142,236
-

(Excess)
Deficiency
$ (59,141)
(52,369)
(58,095)
(60,768)
(57,324)
(46,833)
(41,983)
(2,854)
(5,352)

SCHEDULE OF INVESTMENT RETURNS
(UNAUDITED)
Annual Money-Weighted Rate of Return - Net of Investment Expenses
Fiscal Year

Annual Return

2019
2018
2017
2016
2015
2014

19.96
(5.94)
14.75
7.92
(2.37)
4.74

%
%
%
%
%
%

Note:
This schedule is prepared prospectively until it contains ten years of data.
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OTHER REQUIRED REPORTS

