Minnesota Volunteer Fire Relief Association
Working Group Meeting
Office of the State Auditor
Tuesday, November 13, 2007
11 a.m. to 1 p.m.
I.

Call to Order
Chair Auditor Otto.

II.

Review and Approval of Working Group Meeting Minutes
Exhibit A. Draft November 1, 2007 Minutes

III.

Old Business
Exhibits B – E.
• Ancillary Benefit Language/Reductions
• Funeral Benefits
• Surviving Spouse Definition

IV.

Deferred Interest Issues
Exhibit F. Minn. Stat. § 424A.02, subd. 7
• Expiration of the OSA Return Option
• Interest Allocation Method
• Municipal Approval

V.

Other Business
• Update on FRPAS
• Update on the Statewide Plan (for informational purposes only)

VI.

Next Meeting
Thursday, November 29, 2007
11 a.m. to 1 p.m.
Office of the State Auditor

VII.

Adjournment

Volunteer Fire Relief Association Working Group
Office of the State Auditor
Thursday, November 1, 2007
11 a.m. to 1 p.m.
Members Present
Ed Dietz, Maplewood Fire Relief Association Treasurer (defined benefit lump sum plans)
Jim Hansen, Minnesota Area Relief Association Coalition Representative
Dave Jaeger, Mahnomen Fire Relief Association Treasurer (defined benefit lump sum plans)
Larry Martin, Legislative Commission on Pensions and Retirement Director
Tom Nelson, Northfield Fire Relief Association Secretary (defined benefit lump sum plans)
Rebecca Otto, State Auditor
Curt Roberts, Maple Grove Fire Relief Association President (defined contribution plans)
Tim Simon, Elk River City Finance Director
Mike Stroeing, Minnesota State Fire Department Association Representative
Nyle Zikmund, Minnesota State Fire Chiefs Association Representative (defined benefit monthly plans)
Members Excused
Dave Ganfield, Apple Valley Fire Relief Association Administrator (defined benefit monthly/lump sum
combination plans)

Steven Wallner, Watertown City Finance Director
Others Present
Wayne Anderson, Coon Rapids Fire Relief Association Representative
Colleen Bollom, Minnesota Firefighter Pension Consultants Representative
Aaron Dahl, Pension Analyst
Celeste Grant, Deputy State Auditor/General Counsel
Rose Hennessy Allen, Pension Director
Craig Hertog, Loretto Fire Relief Association Representative
Mike Miller, Integra Shield Financial Group Representative
Paul Rosen, Pension Analyst
Laura Sayles, DFL House Caucus Research Consultant
The following motion was duly made, seconded and approved:
RESOLVED to approve the October 23, 2007 Meeting Minutes.
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I.

Call to Order
Chair Auditor Otto called the meeting to order.

II.

Review and Approval of Working Group Meeting Minutes
The Working Group members reviewed the October 23 meeting minutes that had been
provided in advance. Auditor Otto asked to confirm the Group’s intent to pass a motion
even if one member is in opposition. The members confirmed the intent and had no
changes to the minutes. Hansen moved to approve the minutes. Stroeing seconded the
motion, which was adopted unanimously.

III.

Ancillary Benefit Issues
• Benefit Reductions
Ancillary benefits are survivor, disability, and funeral benefits. These benefits are
optional for relief associations. State law currently requires relief associations that elect
to pay an ancillary benefit to offer the benefit to all members, whether vested or not, and
to pay the benefit without regard to the maximum statutory vesting percentage amounts.
Martin provided context for the statutory provision, which dates back to 1979. Martin
explained that the general nature of relief association laws is to make things permissible,
with certain limitations or maximums
After much discussion, the members agreed that the benefits should be optional. If a
relief association chooses to pay an ancillary benefit, the question is whether the benefit
must be paid at 100 percent, or whether reducing the benefit could be permissive, if
allowed under the bylaws. The members also agreed to reorganize the statutory language
so that the provision is easier to read.
Zikmund made a motion to clarify state law so that ancillary benefits are optional, but if a
relief association elects to pay an ancillary benefit, the benefit must not be reduced by
vesting percentages (i.e. paid at 100 percent). Zikmund amended his motion to also
remove the optional five-year minimum for survivor benefits that is provided under
current law. Stroeing seconded the motion. After discussion, Zikmund amended his
motion so that the five-year minimum is left unchanged.
• Age Requirements
Auditor Otto explained that at a previous Working Group meeting two years ago, a
minimum age requirement was discussed for disability benefits. Martin and Grant
clarified for the members that current law does not require that ancillary benefits be paid
immediately. A relief association therefore has the authority to set a minimum age
requirement under its bylaws for payment of an ancillary benefit. The Working Group
members decided that they preferred the way it is right now where each relief association
can reflect a minimum age in their by-laws, and saw no need to further restrict it in
statute.
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IV.

Funeral Benefits
State law limits the total ancillary benefits that can be paid to a member’s total earned
service pension amount. If a relief association pays a survivor benefit that is equal to the
member’s total earned service pension, no additional funeral benefit could be disbursed
out of the special fund. The Group discussed one option which was whether a change to
state law should be made to clarify that either a survivor or a funeral benefit could be
paid, but not both. Another option the members discussed was whether to remove the
authority to pay a funeral benefit from the list of authorized special fund disbursements
(it would still be permissible to be paid out of the general fund).
Martin explained that the provision that lists the authorized special fund disbursements is
an old provision that was held over from the pre-1979 law. Funeral benefits may have
been used as a tool to pay a beneficiary if there were no surviving spouse or children,
before designated beneficiaries became authorized benefit recipients. A point was made
that current law allows for both to be paid if done correctly, and that the issue may be
more of an educational issue and not require a law change, unless the members want to
add language to state law to clarify that only a survivor or a funeral benefit to be paid, but
not both.
Jaeger made a motion to allow payment of a survivor benefit or a funeral benefit from the
special fund, but not both. Martin explained that the motion essentially reflects current
law, although it may represent a restriction for monthly plans. Jaeger withdrew his
motion and made a motion that the item be tabled until the next meeting, so that all of the
members representing monthly and combination plans can be present. Dietz seconded
the motion to table the item, which was adopted unanimously.

V.

Surviving Spouse Definition
The members reviewed the surviving spouse definitions for volunteer fire relief
associations and for the Public Employees Retirement Association (PERA). Martin
explained that the relief association definition is an old provision that was based on
language used by local paid police and fire plans at the time. Zikmund made a motion to
change the relief association definition to reflect the PERA definition, except that the
surviving spouse would need to be married to the member at the time of separation.
Hansen seconded the motion. After discussion, Zikmund withdrew his motion and
moved to table the item until the next meeting. There was agreement that all of these
items were tied together, and the group wanted to explore the possibility of cleaning up
these sections in statute to make it easier to understand and follow. There was also
agreement that we should proceed very cautiously to ensure that it did not create any
unintended consequences.

VI.

Other Business
An update on the Statewide Plan proposal (for informational purposes only) will be given
by Zikmund at the next meeting. Auditor Otto will also provide an update on FRPAS at
the next meeting.
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VII.

Next Meeting Date
The next meeting will be held from 11 a.m. to 1 p.m. on Tuesday, November 13, 2007 in
the Office of the State Auditor’s Conference Room.

VIII. Adjournment
A motion was made to adjourn the meeting, which was seconded and approved
unanimously. The meeting was adjourned at 1:11 p.m.
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424A.05 RELIEF ASSOCIATION SPECIAL FUND.
Subdivision 1. Establishment of special fund. Every relief association shall establish and
maintain a special fund within the relief association.
Subd. 2. Special fund assets and revenues. The special fund shall be credited with all fire
state aid moneys received pursuant to sections 69.011 to 69.051, all taxes levied by or other
revenues received from the municipality pursuant to sections 69.771 to 69.776 or any applicable
special law requiring municipal support for the relief association, any moneys or property
donated, given, granted or devised by any person which is specified for use for the support of the
special fund and any interest earned upon the assets of the special fund. The treasurer of the relief
association shall be the custodian of the assets of the special fund and shall be the recipient on
behalf of the special fund of all revenues payable to the special fund. The treasurer shall maintain
adequate records documenting any transaction involving the assets or the revenues of the special
fund. These records and the bylaws of the relief association shall be public and shall be open for
inspection by any member of the relief association, any officer or employee of the state or the
municipality, or any member of the public, at reasonable times and places.
Subd. 3. Authorized disbursements from the special fund. (a) Disbursements from the
special fund are not permitted to be made for any purpose other than one of the following:
(1) for the payment of service pensions to retired members of the relief association if
authorized and paid under law and the bylaws governing the relief association;
(2) for the payment of temporary or permanent disability benefits to disabled members of the
relief association if authorized and paid pursuant to law and specified in amount in the bylaws
governing the relief association;
(3) for the payment of survivor benefits to surviving spouses and surviving children, or if
none, to designated beneficiaries, of deceased members of the relief association, and if survivors
and if no designated beneficiary, for the payment of a death benefit to the estate of the deceased
active firefighter, if authorized by and paid pursuant to law and specified in amount in the bylaws
governing the relief association;
(4) for the payment of any funeral benefits to the surviving spouse, or if no surviving spouse,
the estate, of the deceased member of the relief association if authorized by law and specified in
amount in the bylaws governing the relief association;
(5) for the payment of the fees, dues and assessments to the Minnesota State Fire Department
Association, to the Minnesota Area Relief Association Coalition, and to the state Volunteer
Firefighters Benefit Association in order to entitle relief association members to membership in
and the benefits of these associations or organizations; and
(6) for the payment of administrative expenses of the relief association as authorized under
section 69.80.
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(b) For purposes of this chapter, a designated beneficiary must be a natural person.
Subd. 4. Investments of assets of the special fund. The assets of the special fund shall be
invested only in securities authorized by section 69.775.
History: 1979 c 201 s 15; 1981 c 224 s 211; 1981 c 224 s 274; 1983 c 219 s 9; 2000 c 461
art 15 s 11; 2006 c 271 art 13 s 4

Please direct all comments concerning issues or legislation
to your House Member or State Senator.
For Legislative Staff or for directions to the Capitol, visit the Contact Us page.
General questions or comments.
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424A.001 DEFINITIONS.
Subdivision 1. Terms defined. As used in this chapter, the terms defined in this section
have the meanings given.
Subd. 2. Fire department. "Fire department" includes municipal fire department and
independent nonprofit firefighting corporation.
Subd. 3. Municipality. "Municipality" means a municipality which has a fire department
with which the relief association is directly associated, or the municipalities which contract with
the independent nonprofit firefighting corporation of which the relief association is a subsidiary.
Subd. 4. Relief association. "Relief association" means (a) a volunteer firefighters' relief
association or volunteer firefighters' division or account of a partially salaried and partially
volunteer firefighters' relief association organized and incorporated under chapter 317A and
any laws of the state, governed by this chapter and chapter 69, and directly associated with a
fire department established by municipal ordinance; or (b) any separate incorporated volunteer
firefighters' relief association subsidiary to and providing service pension and retirement benefit
coverage for members of an independent nonprofit firefighting corporation organized under the
provisions of chapter 317A, governed by this chapter, and operating exclusively for firefighting
purposes. A relief association is a governmental entity that receives and manages public money to
provide retirement benefits for individuals providing the governmental services of firefighting and
emergency first response.
Subd. 5. Special fund. "Special fund" means special fund of a volunteer firefighters' relief
association or the account for volunteer firefighters within the special fund of a partially salaried
and partially volunteer firefighters' relief association.
Subd. 6. Surviving spouse. For purposes of this chapter, and the governing bylaws of any
relief association to which this chapter applies, the term "surviving spouse" means any person
who was the dependent spouse of a deceased active member or retired former member living with
the member at the time of the death of the active member or retired former member for at least
one year prior to the date on which the member terminated active service and membership.
Subd. 7. Fiduciary responsibility. In the discharge of their respective duties, the officers
and trustees shall be held to the standard of care enumerated in section 11A.09. In addition, the
trustees must act in accordance with chapter 356A.
Each member of the board is a fiduciary and shall undertake all fiduciary activities in
accordance with the standard of care of section 11A.09, and in a manner consistent with chapter
356A. No fiduciary of a relief association shall cause a relief association to engage in a transaction
if the fiduciary knows or should know that a transaction constitutes one of the following direct or
indirect transactions:
(1) sale or exchange or leasing of any real property between the relief association and a
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board member;
(2) lending of money or other extension of credit between the relief association and a board
member or member of the relief association;
(3) furnishing of goods, services, or facilities between the relief association and a board
member; or
(4) transfer to a board member, or use by or for the benefit of a board member, of any assets
of the relief association. Transfer of assets does not mean the payment of relief association
benefits or administrative expenses permitted by law.
Subd. 8. Firefighting service. "Firefighting service," if the applicable municipality approves
for a fire department that is a municipal department, or if the contracting municipality or
municipalities approve for a fire department that is an independent nonprofit firefighting
corporation, includes service rendered by fire prevention personnel.
Subd. 9. Separate from active service. "Separate from active service" means to permanently
cease to perform fire suppression duties with a particular volunteer fire department, to permanently
cease to perform fire prevention duties, to permanently cease to supervise fire suppression duties,
and to permanently cease to supervise fire prevention duties.
Subd. 10. Volunteer firefighter. "Volunteer firefighter" means a person who:
(1) was a member of the applicable fire department or the firefighting corporation and a
member of the relief association on July 1, 2006; or
(2) became a member of the applicable fire department or the firefighting corporation and is
eligible for membership in the applicable relief association after June 30, 2006, and
(i) is engaged in providing emergency response services or delivering fire education or
prevention services as a member of a municipal fire department, a joint powers entity fire
department, or an independent nonprofit firefighting corporation;
(ii) is trained in or is qualified to provide fire suppression duties or to provide fire prevention
duties under subdivision 8; and
(iii) meets any other minimum firefighter and service standards established by the fire
department or firefighting corporation or specified in the articles of incorporation or bylaws of
the relief association.
History: 1983 c 219 s 4; 1986 c 359 s 18,19; 1Sp1986 c 3 art 2 s 40; 1989 c 304 s 137; 1989
c 319 art 8 s 26; 1996 c 438 art 8 s 1,2; 2000 c 461 art 15 s 4; 2006 c 271 art 13 s 2
NOTE: Subdivision 10 as added by Laws 2006, chapter 271, article 13, section 2, is effective
January 1, 2008. Laws 2006, chapter 271, article 13, section 7.

Please direct all comments concerning issues or legislation
to your House Member or State Senator.
For Legislative Staff or for directions to the Capitol, visit the Contact Us page.
General questions or comments.
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Ancillary Benefit Reductions
Issue:

Under current law, ancillary benefits can’t be reduced by the vesting percentage maximums found in
statute. Some relief associations are reducing the benefits by the statutory percentages, or by other
percentages from their bylaws.

Options:

1. Make no changes and address through education.
2. Change the language so benefits can’t be reduced at all (i.e. benefits must be paid at 100%).
3. Allow benefits to be reduced, pursuant to a relief association’s bylaws.

Examples:
Scenario
A. Ancillary benefits reduced by statutory vesting percentages

B. Ancillary benefits reduced by other percentages

C. Ancillary benefits aren’t reduced

© Office of the State Auditor 2007

Result
Disabled member or survivor receives
lesser amount. Non-vested members
and their survivors receive nothing
Same

Benefit paid at years of service times
benefit level

In Compliance?
No, can’t reduce by
vesting percentages in
subdivision 2
Yes, if the vesting
percentages don’t exceed
the statutory maximums
Yes

Funeral Benefits
Issue:

If paid in conjunction with a survivor benefit, a funeral benefit usually exceeds the member’s total
earned service pension.

Options:

1. Make no changes and address through education.
2. Restrict funeral benefits so they can only be paid from the General Fund.
3. Eliminate the authority to pay funeral benefits.

Examples:
Scenario
A. Survivor benefit paid at 100% of member’s pension
amount
B. Survivor benefit paid at 100% of member’s pension
amount
C. Survivor benefit paid at 75% of member’s pension
amount
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Funeral Benefit
Paid from General Fund

Total Earned Service Pension
Ok, does not exceed total

Paid a lump sum benefit of $5,000
from Special Fund
Paid at 25% of member’s pension
from Special Fund

Exceeds total, not in compliance
Ok, does not exceed total

Surviving Spouse Definition
Issue:

Relief associations aren’t always paying survivor benefits consistently with the statutory definition of
a “surviving spouse,” and the language is confusing.

Options:

1. Make no changes and address through education.
2. Rework the definition of a survivor to match PERA.
3. Rework the definition of a survivor to be something in between the current definition and PERA’s
definition.

Examples:
Scenario
A. Married, but not living together
B. Married less than one year at time of member’s separation from service
C. Married after the member separated from service
D. Not married, but living together
E. Married at least one year at time of member’s separation and still married to
same person at time of member’s death
* Can still assign this person as the designated beneficiary if no spouse or children
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Current VFRA Law
No
No
No
No*
Yes

Current PERA Law
Yes
Yes
Yes
No*
Yes

