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ORDINANCE NO. _________________

AN ORDINANCE amending Chapter 2.62 of the Lincoln Municipal Code relating1

to the Police & Fire Pension, Plan A, by amending Section 2.62.020 to add a definition for “COLA2

(Cost of Living Adjustment) contribution”; amending Section 2.62.045 to require applicable3

members to make COLA contributions while enrolled in the DROP program; amending Section4

2.62.070 to provide that members who terminate with less than ten years of service are not entitled5

to reimbursement of COLA contributions; amending Section 2.62.140 to clarify that members not6

entitled to COLA pursuant to Section 2.62.145 shall continue to receive lump sum payments (13th7

check); adding a new section numbered 2.62.145 to provide for an annual percentage increase as a8

cost of living adjustment  for eligible members; amending Section 2.62.160 to establish the COLA9

contribution percentage from applicable members; and repealing Sections 2.62.020, 2.62.045,10

2.62.070, 2.62.140, and 2.62.160 of the Lincoln Municipal Code as hitherto existing.11

BE IT ORDAINED by the City Council of the City of Lincoln, Nebraska:12

Section 1.  That Section 2.62.020 of the Lincoln Municipal Code be amended to read13

as follows:14

2.62.020 Definitions.15
As used in this chapter, and unless the context otherwise requires, the following words shall16

have the following meanings:17
Actuarial equivalent.  The computation of the actuarial equivalent shall be according to the18

group annuity mortality table 1971, and interest of six percent per annum, compounded annually.19
Age and service retirement benefits shall include pension benefits payable to members20

who meet applicable age and service requirements and who elect to retire, and shall not include21
disability retirement benefits.22

Base pay shall include a member’s base rate of pay, longevity, and shift differential and shall23
exclude any other additional form of pay or benefit.24

City shall mean the City of Lincoln, Nebraska.25
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COLA (Cost of Living Adjustment) contribution shall mean contributions of four percent1

(4%) of a member’s base pay; one and thirty-five hundredths percent (1.35%) shall be applied to the2

COLA Pool for future potential increases. The COLA contribution shall be applicable to members3

of the Fire service and to members of management in both the Fire and Police service, but shall not4

be applicable to non-management members of the Police service. 5

Disability retirement benefit shall mean a benefit payable as a result of permanent and total6
disability while in the commissioned service of the City. 7

DROP shall mean the Deferred Retirement Option Plan as provided in Section 2.62.045.8
The Deferred Retirement Option Plan shall be treated as a defined contribution plan for Police and9
Fire Plan A members.  The DROP is intended to meet the requirements of Internal Revenue Code10
Section 414(i).11

DROP contributions shall mean optional contributions paid to the member’s DROP account12
by the member while enrolled in the DROP program.  The contribution percent shall be set forth in13
the applicable mayoral executive order for Plan A members.14

DROP period shall mean the amount of time the member elects to participate in the DROP15
which shall be for a period not to exceed five years from and after the date of the member’s DROP16
election.17

Eligible pension benefit payment shall mean regular age and service retirement benefits18
determined in accordance with Sections 2.62.050 and 2.62.110(c) of the plan but frozen as of the19
date the DROP is elected by the member.20

Former member shall mean a member who has terminated his or her service with the21
commissioned fire or police service of the City.22

Member shall mean any individual in the commissioned fire or police service of the City23
who, pursuant to Section 2.62.200 of this chapter, elected to make required contributions of eight24
percent (8%) of base pay to the plan, and any individual whose employment in the commissioned25
police or fire service commences on or after the operative date of this plan; provided, however, the26
Police Chief and the Fire Chief shall not be eligible to participate in this plan. 27

Military service shall include service in the U.S. Army, Navy, Air Force, Marine Corps and28
any branch of service connected therewith.29

Normal retirement age shall be attained age fifty.30
Partial annuity benefit shall mean a benefit payable to a member who terminates employ-31

ment after completing ten years of service, but before completing twenty-one years of service.  32
Plan shall mean the Police and Fire Defined Benefit Pension Plan, Pension Plan “A” of the33

City.34
Regular interest shall mean the rate of interest earned each calendar month, as determined35

by the City in conformity with the actual earnings on investments of the Police and Fire Pension36
Fund.  Whenever such interest is required to be credited to any member under the provisions of this37
title, such interest during any calendar month or portion of such month shall be based upon his or38
her accumulated contributions, plus regular interest thereon, on the first day of that month. 39
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Regular pay shall mean the member’s base pay and the City’s contributions to the Post1
Employment Health Plan (PEHP) for the last consecutive twenty-six bi-weekly pay periods.  In case2
of a demotion, or out of class pay, it shall mean the highest consecutive twenty-six bi-weekly pay3
periods.4

Required contributions shall mean contributions of eight percent (8%) of a member’s base5
pay.6

Retire or retirement shall mean the termination of service in the commissioned fire or7
police service of the City upon or after fulfilling all conditions of eligibility for retirement, and shall8
include regular, early, and disability retirement.9

Survivor beneficiary shall mean the natural person having an insurable interest designated10
in writing by the member to receive benefits under this plan in the event of and after the death of a11
member.12

Total disability shall mean (a) the physical incapacity of a member to perform the work of13
a firefighter or police officer resulting from violence to the physical structure of the body and such14
physical disease or infection as naturally results therefrom, or (b) mental disorder (excluding mental15
deficiency and personality disorder) of a member, diagnosed in accordance with the American16
Psychiatric Association Manual, 1980 Edition, which is sufficiently severe so as to warrant a17
minimum rating of fifty percent under the general rating formula set forth in 38 C.F.R. § 4.132 (7-1-18
93 Edition) [See Appendix A]. 19

Year of service shall mean a period of twelve full calendar months during which a member20
is employed in a pay status in the commissioned service of the City.  Partial years credit for service21
shall be computed on a prorata basis.  22

Section 2.  That Section 2.62.045 of the Lincoln Municipal Code be amended to read23

as follows:24

2.62.045 Operation of the Deferred Retirement Option Plan (DROP).25
(a) Any member who meets the participation requirements of Section 2.62.045(b) shall have26

the opportunity to participate in the DROP program. The DROP program provides that subsequent27
to attaining normal age and service retirement eligibility, a member may voluntarily choose to28
participate in the DROP program upon its adoption which, for purposes of this section, shall be29
September 1, 2000 or the first of the month following a favorable letter determination by the Internal30
Revenue Service. If the member chooses to participate in the DROP program, the member shall be31
deemed to have retired for purposes of the Police and Fire Pension Plan “A”, but the member may32
continue in active employment for a five-year period.  During the DROP period, the member’s33
eligible pension benefit payments and/or DROP contributions will be deposited into the DROP34
account for the benefit of the member until the member actually retires from active employment at35
or before the expiration of the DROP period.  Thereafter, future pension payments will be made36
directly to the member, and the member will then have access to all funds in the account designated37
for the benefit of the member.38

(b) To participate in the DROP program, a member must meet the following requirements:39
(1) A member shall be eligible to enter the DROP program at any time subsequent40

to the date when the member has (i) attained normal retirement age; and (ii) completed twenty-five41
years of service.  Members having attained normal retirement age and completed twenty-five years42
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of service on or before the date of adoption of the DROP program shall be eligible to enter the1
DROP program at any future date.2

(2) A member who elects to enter the DROP program shall be entitled to receive3
regular age and service retirement benefits in accordance with Sections 2.62.050 and 2.62.110(c).4
A member is entitled to remain in the DROP program for a maximum of five years subsequent to5
the date of the member’s DROP election.  A member may separate from service and thereby exit the6
DROP program at any time during the five-year DROP period.  On or before the completion of the7
five-year DROP period, the member must separate from active employment and thereby exit the8
DROP program.9

During the DROP period, a member’s eligible pension benefit payment shall be10
payable to the DROP investment account vendor designated in the member’s name. Accordingly,11
amounts transferred or paid to a participating member’s DROP account shall not constitute annual12
additions under Internal Revenue Code Section 415. 13

(3) A member electing to enter the DROP program must choose a pension payment14
option as outlined in Section 2.62.050.  After the option is chosen, the member shall not be entitled15
to any retirement benefit changes, for reasons including, but not limited to, wage increases,16
promotions, and/or demotions; provided, however, that the restriction on retirement benefit changes17
shall not apply in the event of duty-related death or duty-related disability.  The benefit amount shall18
be frozen as of the date of election and shall be payable as if the employee retired on that date and19
separated from active employment.  In the event a member incurs a duty-related death or duty-20
related disability during the DROP period, the member or the member’s designated pension survivor21
beneficiary will have the option to forfeit the DROP account designated for the member and accept22
a duty-related death pension or duty-related disability pension or keep the DROP account and23
normal age and service pension.  A member shall also have the option of designating a specific24
beneficiary of the DROP account maintained for the benefit of the member.25

(4) No member shall be allowed to continue making the required contributions while26

the member is enrolled in the DROP program, but applicable members shall make COLA27

contributions while enrolled in the DROP program. Any member that is enrolled in the DROP28

program may elect to make DROP contributions during the DROP period.  Such contributions shall29

constitute annual additions under Internal Revenue Code Section 415(c).   30

(5) The member shall be paid the balance of the DROP account upon the member’s31
separation from active employment or at the expiration of the DROP period thereby ending the32
member’s participation in the DROP program.   In the event a member has not voluntarily separated33
from active employment on or before the completion of the five-year DROP period, the member’s34
pension benefit payments will be made directly to the member thereby ending the member’s active35
employment.  The member’s DROP account will consist of accrued eligible pension benefit36
payments, interest on such payments, any DROP contributions, and interest on any DROP37
contributions.38
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(6) Any member that is enrolled in the DROP program shall be responsible for1
directing the DROP account designated for the benefit of the member by investing the account in2
any of the DROP program investment options.  There shall be no guaranteed rate of investment3
return on DROP account assets.  Any losses, charges or expenses incurred by the participating4
DROP member in such member’s DROP account by virtue of the investment options selected by5
the participating DROP member, shall not be made up by the City or the Plan but all of same shall6
be born by the participating DROP member.  Transfers between investment options shall be in7
accordance with the rules and regulations of the DROP.  A DROP account shall be established for8
each participating DROP member.  Such DROP account shall be adjusted no less frequently than9
annually for DROP contributions, the member’s eligible pension benefit payment distributions, and10
net investment earnings and losses. 11

(7) If the DROP account is subject to administrative or other fees or charges, such12
fees or charges shall be charged to the participating DROP member’s DROP account.  13

Section 3.  That Section 2.62.070 of the Lincoln Municipal Code be amended to read14

as follows:15

2.62.070 Termination with Less Than Ten Years of Service.  16

(a) A member who (i) has completed less than ten years of service, and (ii) terminates from17
service, either voluntarily or involuntarily for reasons other than death or disability, shall be entitled18
to receive his or her accumulated required contributions, plus regular interest thereon to the date of19
distribution of funds, in a lump sum.  20

(b) A member who (i) has completed less than ten years of service, and (ii) terminates from21

service, either voluntarily or involuntarily for reasons other than death or disability, shall neither be22

entitled to receive his or her accumulated COLA contributions, nor regular interest thereon.23

Section 4.  That Section 2.62.140 of the Lincoln Municipal Code be amended to read24

as follows:25

2.62.140 Cost of Living Adjustment 13th Check Payment; Initial Amounts; Annual26

Increase; How Funded.27

(a) On each September 1st after the effective date of this plan, all members not eligible to28

receive a cost of living adjustment pursuant to Section 2.62.145 who have received regular age and29

service retirement benefits, early age and service retirement benefits, or line-of-duty disability30

retirement benefits for at least twelve months preceding such September 1, shall be entitled to31
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receive a lump sum payment as a cost of living adjustment.  The lump sum payment shall be payable1

on or immediately after such September 1, and shall be a base amount of $750.00.  Said base amount2

shall be increased annually thereafter in accordance with subsection (c) hereof.3

(b) On each September 1st after the effective date of this plan, all members who have4
received partial annuity benefits, or non-duty disability retirement benefits, for at least twelve5
months preceding such September 1st, shall be entitled to receive a lump sum payment as a cost of6
living adjustment.  The lump sum payment shall be payable on or immediately after September 1,7
and shall be an amount equal to a ratio of the number of years of the member’s service  over the8
number twenty-one (not to exceed 21/21) multiplied by the base amount described in subsection (a).9

(c) The amount of the lump sum payment to which a member shall be entitled under10
subsection (a) hereof shall be annually increased by the lesser of three percent or the percentage11
increase in the Consumer Price Index for the last full calendar year prior to each September 1st.12

The Consumer Price Index shall mean the Consumer Price Index for all urban13
consumers, all cities, all items (1982-84 = 100), issued and published by the Bureau of Labor14
Statistics of the United States Department of Labor.  In the event that the Consumer Price Index15
ceases to use the 1982-84 base rate of 100 as the basis of calculation, or if a substantial change is16
made in the terms or number of items contained in the Consumer Price Index, then the Consumer17
Price Index shall be adjusted to the figure that would have been arrived at had the manner of18
computing the Consumer Price Index on the effective date of this ordinance not been altered.  If the19
Consumer Price Index is not available, the Plan Administrator shall utilize a successor or substitute20
index to the Consumer Price Index, appropriately adjusted.21

(d) The lump sum payments contemplated hereunder shall be paid from an the 13th Check22

accounting pool, the amount of which shall be determined as follows:  The Plan Administrator shall23

annually calculate the difference between the rate of interest actually earned by the Police and Fire24

Pension Fund and the actuarially assumed rate of interest then currently utilized in calculating25

pension fund liabilities.  The interest differential shall be multiplied by a ratio of the retirant and26

beneficiary liability of the Police and Fire Pension Fund over the total liability of the Police and Fire27

Pension Fund,  and the product thereof shall annually be allocated to the accounting pool.  All such28

annual additions to the accounting pool plus regular interest earned and applicable to the amounts29

allocated to the accounting pool shall constitute the pool of funds from which the payments30

described above shall be paid.  31
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Section 5.  That Chapter 2.62 of the Lincoln Municipal Code be amended by adding a1

new section numbered 2.62.145 to read as follows:2

2.62.145 Cost of Living Adjustment (COLA); Eligibility; Annual Increase; How Funded 3

(a) Eligible members shall be Fire service members and members of management in both4

the Fire and Police service who terminate service after the effective date of this section.5

(b) On each September 1st after the effective date of this plan, all eligible members, or their6

survivor beneficiary, having received benefits for at least twelve months preceding such September7

1, shall be entitled to receive a cost of living adjustment to their monthly benefit.   The increase shall8

be payable on or immediately after such September 1, and shall be an amount equal to the member’s9

current monthly payment multiplied by the lesser of one and one-half percent (1.5%) or the10

percentage increase in the Consumer Price Index for the last full calendar year prior to the applicable11

September 1st.12

The Consumer Price Index shall mean the Consumer Price Index for all urban13

consumers, all cities, all items (1982-84 = 100), issued and published by the Bureau of Labor14

Statistics of the United States Department of Labor.  In the event that the Consumer Price Index15

ceases to use the 1982-84 base rate of 100 as the basis of calculation, or if a substantial change is16

made in the terms or number of items contained in the Consumer Price Index, then the Consumer17

Price Index shall be adjusted to the figure that would have been arrived at had the manner of18

computing the Consumer Price Index on the effective date of this ordinance not been altered.  If the19

Consumer Price Index is not available, the Plan Administrator shall utilize a successor or substitute20

index to the Consumer Price Index, appropriately adjusted.21
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(c) The 13th Check accounting pool shall incur a one-time reduction by an actuarially1

determined amount equal to the unfunded accrued liability for COLA eligible members valued at2

the effective date of the COLA benefit’s inception.3

(d) A COLA contribution accounting pool shall be created and maintained for the purpose4

of increasing the cost of living adjustment described in this section. The COLA contribution (1.35%5

of a member’s base pay) shall be deposited into this COLA accounting pool.  All annual additions6

to the COLA accounting pool plus regular interest shall constitute the COLA accounting pool of7

funds.8

Section 6.  That Section 2.62.160 of the Lincoln Municipal Code be amended to read9

as follows:10

2.62.160 Member Contributions.11

(a) Subject to subparagraphs (b) and (c) below, regular contributions of eight percent (8%)12

of a member’s base pay and COLA contributions of four percent (4%) of a member’s base pay shall13

be made by payroll deduction in each pay period during which the member is required to contribute14

to the plan.  Such contributions shall be funded by a reduction in the member’s salary.15

(b) Contributions for credited periods of military service.  The City may require each16
member who receives years of service credit for military service to contribute to the City an amount17
equal to not more than three percent of his or her base pay for each year of military service credit.18
The maximum member contribution for any year of military service credit shall not exceed $2,500,19
and shall be based upon the base pay earned by the member at the time of his or her entry into20
military service; but no contribution shall be required for any portion of such period when not21
required of the other members.22

(c) Military service, time allowed.  Where a commissioned member of the Fire or Police23
Department has left such department and entered into the military forces of the United States or shall24
hereafter do so in time of war or national emergency, the period of military service, up to a25
maximum of four years in each case, shall be counted as time served in the Fire or Police26
Department if he or she returns or will return to service in such Fire or Police Department not later27
than ninety days following the date of his or her discharge from the military forces, and shall serve28
in such Fire or Police Department for a period of at least one year thereafter.  29
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(d) Notwithstanding the provisions of Section 2.62.160(c) to the contrary, contributions,1
benefits, and years of service credit with respect to qualified military service will be provided in2
accordance with the rules related to the Veterans Reemployment rights pursuant to USERRA as3
defined by the provisions of Internal Revenue Code Section 414(u) effective December 12, 1994.4

Section  7.  That Sections 2.62.020, 2.62.045, 2.62.070, 2.62.140, and 2.62.160 of the5

Lincoln Municipal Code as hitherto existing be and the same are hereby repealed.6

Section 8.  That this ordinance shall take effect and be in force from and after its passage7

and publication according to law.8

Introduced by:

____________________________________

Approved as to Form & Legality:

_________________________________
City Attorney

Approved this ___ day of _____________, 2008:

_______________________________________
Mayor


