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BILL NO: HB 4673 March 17, 2026 
 
SPONSOR (S): Kifowit 
 
SYSTEM: All systems, except for Chicago Transit Authority (CTA) 
 

  
 

FISCAL IMPACT 
HB 4673 makes significant changes to the Illinois Pension Code, 
including modifications to the pension funding plan for the five 
State-funded systems and Downstate Police/Fire pension funds, 
along with various changes to Tier 2 provisions.  

 
CGFA’s actuary for the State-funded systems, Segal, has not yet 
studied HB 4673 but conducted a study in 2025 on a similar bill, SB 
1937, as amended by HA 2, proposed earlier in the 104th General 
Assembly. 
 
HB 4673 bears similarities to SB 1937, HA 2, but differs in the 
amount of additional contributions allocated, funding plan changes, 
and certain benefit provisions. Some of the main differences in HB 
4673 are as follows: 
 

• Establishment of a Pension Stabilization Fund providing a 
total of $8.65 billion in additional pension contributions, 
which must be used as additional pension contributions and 
shall NOT offset the required State contributions 

• January 1, 2028 as the effective date (for many benefit 
provisions) 

• A funding goal of 100% by FY 2049  
• Creation of two additional funding mechanisms from 

“redirected bond payments” 
o Pension Unfunded Liability Reduction Fund (PULRF) 

– $500 million annually 

PENSION IMPACT NOTE 
104th General Assembly 



HB 4673  Page 2 
 

o Local Government Distributive Fund (LGDF) – $500 
million annually 

• Use of the Entry Age Normal actuarial cost method for 
determining the Downstate Police/Fire funding requirements  

 
With the aforementioned differences, however, the two bills share 
the following major similarities: 
 

• Alignment of the Tier 2 salary cap with SSWB 
• 6-year out of 10-year FAS calculation for Tier 2 non-public 

safety employees 
• 4-year out of 5-year FAS calculation for Tier 2 public safety 

employees 
• A simple 3% COLA 
• Normal retirement eligibility for Tier 2 non-public safety 

employees: age 62 with max-out, age 65 with 20 years, or age 
67 with 10 years 

• Normal retirement eligibility for Tier 2 public safety 
employees: Age 52 with 20 years under Articles 3-6 

• Extending the 90% funding target goal by MFY 2055 for 
Downstate Police/Fire 

 
As the Segal’s study was conducted on SB 1937, as amended by HA 
2, the following provisions represent some of the key elements of that 
proposal:  
 

• A total of $11.1 billion in “redirected bond payments” from 
FY 2030 - FY 2049, including $600 million from FY 2034 - 
2049  

• Counting the “redirected bond payments” toward the 
required State contributions 

• January 1, 2027 as the effective date  
• A funding goal of 90% by FY 2045, then 100% by FY 2049  

 
The table on the following page provides a topline summary of the 
impact on the FY 2027 first-year State contribution under SB 1937, 
HA 2, and the total State contributions through FY 2049, based on 
Segal’s study. 
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Increase (Decrease) in Estimated State Contributions  
($ in Million) 

Age 62 with 35 Years, Age 65 with 20 Years, 90%/100% by FY 45/FY 49, and 
Redirected FY 30 – FY 49 Bond Payments offsetting the Required State Contributions 

Time period TRS SERS SURS Total 
FY 2027 (first year 
of implementation) 

$145 $80 $48 $273 

Through FY 2049 $31,938 $11,255 $9,484 $52,677 
 
Please refer to Appendix I of this note for the full Segal study. 
 
CGFA’s actuary for Downstate Police and Fire pension funds, Foster 
& Foster, analyzed the major provisions of SB 1937, HA 2, by 
selecting four pension funds: Aurora Firefighters’ Pension Fund, 
Harvey Firefighters’ Pension Fund, Aurora Police Pension Fund, 
and the East St. Louis Police Pension Fund. However, please note 
that this study does not account for the DROP plan component, 
which is included in SB 1937, HA 2.  
 
Below is a topline summary of the impact on first-year employer 
contribution in Municipal Fiscal Year 2025. 
 

Increase (Decrease) in Estimated Employer Contributions  
($ in Million) 

Age 52 with 20 Years for Unreduced Pension & 90% by MFY 2055 

Time period Aurora Fire Harvey Fire 
Aurora 
Police 

East St. Louis 
Police 

Total 

MFY 2025 (first year 
of implementation) 

($2.656) ($1.203) ($4.093) ($0.779) ($8.731) 

Through MFY 2056 $222.731 $61.475 $310.673 $36.262 $631.14 
 
Please refer to Appendix II of this note for the full Foster & Foster 
study. 

 
  

 
 
SUBJECT MATTER:   HB 4673 revises the Illinois Pension Code by implementing a new State 
funding plan targeting 100% funding by FY 2049, and introducing a 20-year layered amortization 
for the five State retirement systems.  The bill also creates a total of $8.65 billion in additional 
State contributions to the Pension Stabilization Fund to make extra pension payments from FY 
2030 through FY 2049. In addition, the bill modifies Tier 2 benefits, adjusting final average 
salary calculations, normal and early retirement eligibility, early retirement penalties, and the 
Cost-of-Living Adjustment (COLA). HB 4673 also provides for annual transfers of $500 million 
to the newly created Pension Unfunded Liability Reduction Fund (PULRF) and another $500 
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million to the Local Government Distributive Fund (LGDF) to make additional pension 
contributions to the State retirement systems and local pension funds using revenues made 
available from two retired bonds ($6 billion Income Tax Proceed Bonds and $10 billion Pension 
Obligation Bonds). More detail is provided below. 
 
COMMENT:  
 
State Funding Plan for the Five State Retirement Systems (TRS, SURS, SERS, JRS, and 
GARS) 
 
Current Law 

• The State contribution to the five State systems must be determined as the amount 
necessary to fund 90% of each system’s liability by the end of FY 2045. 

• A 5-year asset and assumption “smoothing” method shall be used for each of the five 
State systems to mitigate the impact of any unexpected market/actuarial fluctuations that 
may affect the State Contribution 

o Asset Smoothing was implemented by P.A. 96-0043 (eff. July 15, 2009), and 
recognizes subsequent gains or losses from investment fluctuations in an equal 
amount over a period of 5 years 

o Assumption Smoothing was later implemented by P.A. 100-0023 (eff. July 6, 
2017) and spreads out the impact of any change in actuarial assumptions over a 5 
year-period. 

• Beginning in FY 2046, the minimum State contribution shall be the amount required to 
ensure that 90% of liabilities are funded in each of the five State systems. 

 
HB 4673 
• HB 4673 would implement a new funding goal and modify the minimum required 

contribution amounts starting in FY 2028: 
o The FY 2027 Contribution shall be the same as under current law; 
o Funding goal shall change to ensure 100% funding of liabilities by FY 2049 

(instead of 90% by FY 2045); 
o Beginning in FY 2036, a 20-year layered amortization approach shall be 

implemented to determine the minimum State contribution; and 
o The five-state systems shall start using the Entry Age Normal Cost Method 

beginning in FY 2050. 
 

• HB 4673’s modified funding plan can be divided into three distinct time periods: 
o FY 2028 through FY 2035 

 The minimum State contribution shall be the minimum required to ensure 
that 100% of liabilities are fully funded by the end of FY 2049. This 
contribution shall be calculated as a level percentage of payroll over the 
remaining years up to and including FY 2049, using the projected unit 
credit actuarial cost method. 
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 The 5-year Asset Smoothing and Assumption Smoothing methods shall 
continue to be used when determining the required State contribution, 
consistent with current law. 
 

o FY 2036 through FY 2049 
 Beginning in FY 2036, a layered-amortization approach for a period of 20 

years would be used when determining the minimum annual State 
contribution. 

• The minimum annual State contribution shall be the amount 
estimated for the upcoming fiscal year plus an actuarial 
“layering” component, such that the funded ratio of each system 
equals 100% 20 years after the fiscal year during which the 
contribution was made. 

• This adjustment shall be implemented in equal amounts over a 20-
year period beginning in the fiscal year in which the current 
actuarial valuation is used to determine the required State 
contribution. 

• Thus, the 5-year asset smoothing and assumption smoothing 
methods shall sunset after FY 2035 and would be replaced with the 
20-year layered-amortization approach, beginning in FY 2036. 
 

Table 1 below provides a graphic illustration of how a “layered amortization” program functions. 
The Chart is for illustration purposed only, and is not an actuarial projection.  The chart 
assumes an unfunded liability is generated in each valuation year shown at left. If the unfunded 
liability does not increase in the valuation year shown, there would be no 20-year “amortization 
layer” attributable to that fiscal year.  
 
Table 1 

 
 

 When making these determinations, the annual required State contribution 
shall be calculated as a level percentage of payroll for the remaining years 
up to and including FY 2049, using the Projected Unit Credit (PUC) 
actuarial cost method. 
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o FY 2050 onward 

 The Entry Age Normal (EAN) actuarial cost method shall be used instead 
of the Projected Unit Credit (PUC) actuarial cost method. 

• PUC and EAN are two methods of calculating a pension fund’s 
normal cost. PUC backloads costs, causing normal costs to rise 
over time, while EAN spreads costs evenly for stable 
contributions. Public pensions favor EAN for long-term stability, 
while PUC can lead to escalating costs. Though total costs are the 
same under both, the timing of contributions impacts funding 
patterns and budget stability. 

 
• Any additional State contributions made under the Budget Stabilization Act shall not be 

considered when determining the minimum State contribution under the modified State 
funding plan in HB 4673. 

 
Funding Plan for Downstate Police/Fire 
 
Current Law 
The funding goal for Downstate Police/Fire pension funds is to ensure that 90% of liabilities are 
funded by Municipal Fiscal Year (MFY) 2040. When determining the required minimum 
employer contributions, which are calculated as a level percentage of payroll, the Projected Unit 
Credit actuarial cost method is currently used. 
 
HB 4673 
HB 4673 extends the funding target year (the amortization period) to MFY 2055 and requires 
that the Entry Age Normal actuarial method to be used, rather than the Projected Unit Credit 
actuarial cost method. 
 
Change to the Tier 2 Pensionable Salary and the Tier 2 Final Average Salary (FAS) 
Calculation 
 
Current Law 
Under current law, the Tier 2 Final Average Salary (FAS) is the average of the highest 8 
consecutive annual salaries (or 96 consecutive monthly salaries) within the last 10 years (or 120 
consecutive months). For Downstate police and firefighters and Chicago police and firefighters 
(Articles 3-6), the Tier 2 FAS may instead be the average of the highest 48 consecutive monthly 
salaries within the last 60 months if this amount is greater than the 8-year average FAS. P.A. 
104-0065, effective August 1, 2025, extended the 4-year-out-of-5-year FAS calculation to 
Chicago Police (Article 5), aligning it with the Downstate Police and Fire and Chicago Fire 
pension funds. 
 
Additionally, the Tier 2 pensionable salary is capped, and members do not make contributions 
on salary above the cap. The Tier 2 salary cap started at $106,800 in Calendar Year (CY) 2011. 
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• For most pension funds: 
o The salary cap increases annually by the lesser of 3% or ½ of the annual 

unadjusted percentage increase in the Consumer Price Index-U (CPI-U) 
o As of CY 2026 the Tier 2 pensionable salary cap is $129,192.26 

• For GARS, JRS, and Downstate Police & Fire pension funds as well as the Chicago 
Police and Fire Pension Funds: 

o The salary cap increases annually by the lesser of 3% or the full annual unadjusted 
percentage increased in the CPI-U. 

o As of CY 2026, the aforementioned funds Tier 2 pensionable salary cap is 
$145,649.97. 
 However, for Chicago Police and Fire Pension Funds, the cap is 

$141,407.74 from July 1, 2025, through June 30, 2026, while the CY 
2026 cap of $145,649.97 becomes effective on July 1, 2026, pursuant to 
P.A. 104-0065.  

• For the Cook County Employees Pension Fund: 
o Pursuant of P.A. 103-0529 (eff. August 11, 2023), the Tier 2 salary cap was set 

to be equal to the Social Security Wage Base (SSWB) beginning in January 1, 
2024 and each year thereafter. 
 As of CY 2026, the SSWB is $184,500. 

 
HB 4673 

• Tier 2 non-public safety members who are active on or after January 1, 2028 
o FAS equal to average of: 

 The highest 6 years (or 72 consecutive months) within the last 10 years 
(or 120 months); or 

 The highest 8 years (or 96 consecutive months) within the last 10 years 
(or 120 months), whichever is higher. 

 
o Beginning on January 1, 2028, the annual earnings of a member shall be capped 

at the SSWB for all funds except for CCPF (which the previously mentioned P.A. 
103-0529 has already aligned with the SSWB) and the CTA Pension Plan. 
  Retroactive adjustments as a result of the changes 

• Pensionable Salary Cap 
o The pensionable salary cap for a member’s salary received 

on or after January 1, 2011, and before January 1, 2028, 
shall be retroactively increased to match the SSWB for that 
year, if the member is still in service on or after January 1, 
2028. 

• No retroactive adjustment of any employee contribution nor benefit 
adjustments are permitted 

 
• Tier 2 public safety members who are active on or after January 1, 2028 

o Chicago Police, IMRF SLEP, and SERS Alternative Formula, and SURS Police 
& Firefighters  
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 FAS equal to the average of: 
• The highest 4 years (48 consecutive months) within the last 5 years 

(60 months); or 
• The highest 8 years (96 consecutive months) within the last 10 

years (120 months), whichever is higher. 
 Basically, this legislation allows Tier 2 public safety members, who 

currently use the 8-year out of 10-year rule, to use the 4-year out of 5-
year calculation applied to Downstate and Chicago Police & Fire funds 
(Articles 3-6). 

 
New Tier 2 Normal Retirement Eligibility 
 
Current Law 
The current normal retirement age and service requirement for most Tier 2 members is age 67 
with 10 years of service, except for GARS/JRS and public safety officials, who either qualify 
with fewer years of service or have an earlier normal retirement age. 
 
These exceptions include: 

• Tier 2 GARS and JRS: Age 67 with 8 years of service (instead of 10 years) 
• Tier 2 public safety officials: 

o SERS Alternative Formula: Age 60 or age 55 with 20 years of service, depending 
on applicable cases 

o SURS Police & Firefighters: Age 60 (instead of 67) with 20 years of service 
o Downstate Police/Fire: Age 55 with 10 years 
o Chicago Police and Fire: Age 55 (instead of 67) with 10 years or mandatory 

retirement at age 63 
o IMRF SLEP: Age 55 (instead of 67) with 10 years 
o Cook County Sheriff’s Police Officer: Age 67 with 20 years 

 
Additionally, each pension system currently requires a different amount of service credit for a 
member to reach the maximum benefit, expressed as a percentage of the member’s FAS. For 
instance, a TRS Tier 2 member would need approximately 34 years of service to reach the 75% 
maximum annuity cap (75% / 2.2% per year). In contrast, SERS coordinated Regular plan 
participants would need approximately 45 years of service to reach the 75% max cap (75% / 
1.67% per year). The table on the following page summarizes the formula rate per year, 
maximum annuity, and years of service required to be “maxed out” for the “Big 3” systems. 
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Table 2 

 
   

HB 4673 
Under this legislation, normal retirement eligibility options for non-public safety Tier 2 
members who are active participants on or after January 1, 2028, including GARS and JRS are 
as follows: 

• Age 62 with the maximum pension benefit (e.g., to be maxed out, approximately 34 years 
of service is required for TRS)  

• Age 65 with 20 years of service credit; or 
• Normal retirement age under current law, which is age 67 with 10 years of service (8 

years for GARS and JRS) 
 
For public safety Tier 2 members, including Downstate Police & Fire, Chicago Police & Fire, 
or SURS police, a new normal retirement eligibility criterion is age 52 with 20 years of service, 
beginning on or after January 1, 2028. Additionally, for Downstate Fire, a full, unreduced 
annuity would be payable if a member is “maxed-out,” regardless of age. Under current law, 
for Article 4, this occurs after 30 years of service, reflecting a 2.5% benefit formula rate and 
75% maximum annuity limitation. 
 
HB 4673 specifies that, unlike other Tier 2 public safety employees noted above, Tier 2 deputy 
sheriffs, correctional officers, and members of the Cook County Police Department participating 
in the Cook County Pension Fund (CCPF), as well as police officers under the Cook County 
Forest Preserve Pension Fund would be eligible for a full retirement annuity at age 55 with 20 
years.  
 
For SERS Tier 2 Alternative Plan participants, the following individuals would be eligible to 
retire at age 50 with 25 years or age 55 with 20 years (instead of age 55 or age 60 with 20 years): 

• A firefighter in the fire protection service of a department; 
• A security employee of Department of Corrections, Department of Juvenile Justice, the 

Department of Innovation and Technology, the Department of Human Services; 
• An investigator for the Department of the Lottery, the Secretary of State, the Department 

of Revenue, the Illinois Gaming Board, the Office of the Attorney General; 
• A State policeman; 
• A conservation police officer; 
• A Commerce Commission police officer; 

TRS 2.20% 75% 34.1

SURS 2.20% 80% 36.4

SERS (Regular, 
coordinated plan)

Systems Formula Rate
Maximum 
Annuity          

(% of FAS)
Max Out Years

1.67% 75% 44.9
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• An arson investigator; or 
• A State highway maintenance worker 

 
No retroactive recalculation of retirement benefits shall be permitted as a result of the changes 
made. 
 
Tier 2 Early Retirement Reduction Penalty 
 
Current Law 
Tier 2 members who retire before the normal retirement age with applicable service credit (age 
67 for non-public safety employees under current law) receive a benefit reduced by 6% for each 
year (or 0.5% for each month) they retire early. The earliest a non-public safety Tier 2 member 
under most retirement systems may retire is age 62, at which point the member would receive 
the maximum benefit reduction of 30% for retiring 5 years (or 60 months) early.  
 
For example, if a SERS Tier 2 member under the regular formula retires at age 62 (SERS’s 
earliest retirement age) instead of normal retirement age of 67, the member’s pension would be 
permanently reduced by 30% (6% x 5 years). 
 
For Tier 2 public safety members who are permitted to retire early with a reduced annuity, the 
earliest age to retire is generally age 50, subject to the same reduction rule. However, SERS 
Tier 2 alternative participants and SURS Tier 2 police/fire formula do not offer the early, reduced 
pension benefits. Under the Cook County police formula, the early retirement eligibility is age 
62 with 20 years. 
 
HB 4673 
Under this legislation, the early retirement penalty reduction would remain identical to current 
law—a 6% yearly reduction, up to a maximum 30% reduction for retiring 5 years earlier than 
the normal retirement age. However, under this bill, the applicable normal retirement age would 
vary based on the member’s years of service. The tables on the following page compare normal 
and early retirement eligibility, as well as early retirement reductions for the five State-funded 
systems and pension funds with public safety employees under current law and the proposed 
changes in the bill. 
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Table 3: the five State-funded systems 

 
 
Table 4: pension funds with public safety employees 

 
 
Under this bill, as mentioned earlier, Tier 2 public safety employees would also be allowed to 
retire “within 5 years of the normal retirement age,” which could be based on the updated, 
earlier normal retirement age established under this bill.  
 
For example, both Chicago Police & Chicago Fire could retire at even lower early retirement 
age of 47 with only 10 years of service, as they would be allowed to retire within 5 years of the 
normal retirement age; HB 4673 additionally sets at 52 for these pension funds.  
 
According to the Policemen’s Annuity and Benefit Fund of Chicago, this could grant Tier 2 
Chicago police officers a greater benefit than what is available for Tier 1 as Tier 2 members 
would only need 10 years of service and could retire at a much earlier age. 
 
Changes to the Tier 2 Automatic Annual Increases / Cost of Living Adjustments (COLA) 

Age 67 with 10 
years (8 years for 

GARS/JRS)

6% for each year 
(0.5% for each 
month) under 

applicable normal 
retirement age, up 

to a max 30% 
reduction

Age 65 with 20 
years

Age 60 with 20 
years

Age 67 with 10 
years (8 years for 

GARS/JRS)

Age 62 with 10 
years (8 years for 

GARS/JRS)

6% for each year 
(.5% for each 

month) under age 
67, up to a 

maximum reduction 
of 30%

Age 62 with 10 
years (8 years of 

GARS/JRS)

Age 62 with max 
FAS

Age 57 with max 
FAS

Current Law Proposed Changes
Normal 

Retirement 
(Unreduced)

Early 
Retirement 
(Reduced)

Early 
Retirement 
Reduction

Normal 
Retirement 
(Unreduced)

Early 
Retirement 
(Reduced)

Early 
Retirement 
Reduction

Normal Retirement 
(Unreduced)

Early Retirement 
(Reduced)

Early Retirement 
Reduction

Normal Retirement 
(Unreduced)

Early Retirement 
(Reduced)**

Early Retirement 
Reduction

*Chicago Police/Fire have a mandatory retirement age of 63.
** Under HB 4673, Article 4 (Downstate Fire) includes a max-out benefit provision under which its Tier 2 members who reach the maximum annuity limitation 
    would be eligible for a full, unreduced retirement, regardless of age.

Current Law Proposed Changes

6% for each year (0.5% for 
each month) under 
applicable normal 
retirement age, up to a max 
30% reduction

6% for each year (0.5% for 
each month) under 
applicable normal 
retirement age, up to a max 
30% reduction

- Age 52 with 20 years for 
Downstate Police/Fire, 
Chicago Police/Fire, SURS 
police/fire                          
- Any age with max-out 
benefits for Downstate Fire 
only**                              
- Age 50 with 25 years or 
age 55 with 20 years for 
SERS ALT)                               
- Age 55 with 20 years for 
Cook County police            
- keeping the normal 
retirement eligility under 
current law 

- "Within 5 years of the 
normal retirement age" for 
Downstate Police/Fire, 
Chicago Police/Fire (Not 
applicable to SERS ALT or 
SURS Fire/Police)                       
- Keeping the early 
retirement under current law 
as well                                           

- Age 55 with 10 years for 
Downstate Police/Fire, 
Chicago Police/Fire*                              
- Age 60 with 20 years for 
SURS police/fire                       
- Age 55 or age 60 with 20 
years for SERS ALT                                
-Age 67 with 20 years for 
Cook County police

- Age 50 with 10 years 
(Not applicable to SERS 
ALT, or SURS Fire/Police)                      
- Age 62 with 20 years for 
Cook County police
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Current Law 
Under current law most retirement systems and pension funds provide Tier 2 annuitants a non-
compounded annual increase that is the lesser of:  

• 3% or; 
• One-half the annual unadjusted percentage increase (but not less than zero) in the CPI-

U 
The exceptions are GARS and JRS which instead provide an increase that is the lesser of: 

• 3% or; 
• The whole annual unadjusted percentage increase (but not less than zero) in the CPI-U. 

 
Tier 2 COLAs are payable at the latter of January 1 occurring either on or after the attainment 
of age 67 or the first anniversary of retirement, except for public safety officials (SERS Alt 
formula, Downstate Police/Fire, Chicago Police etc.), who start receiving increases at age 60. 
 
HB 4673 
Beginning January 1, 2028, each Tier 2 annual increase (COLA) in a retirement annuity or 
supplemental annuity shall be a non-compounded 3% increase for all pension funds, except for 
GARS and JRS. 
 
For GARS and JRS, the proposed Tier 2 COLA would be increased to a compounded 3%, 
matching the current Tier 1 COLA. 
 
The changes would apply regardless of whether a Tier 2 member was in active service on or 
after the effective date of this bill. 
 
Under HB 4673, the start date for Tier 2 COLA would be the latter of the following dates; 

• January 1, occurring on or after the attainment of the normal retirement age (which may 
vary depending on eligibility criteria); or 

• The first anniversary of retirement 
 
“Redirected Bond Payments” for the State Retirement Systems and Local Pension Funds 
 

• Pension Stabilization Fund Payments 
 

HB 4673 would create a total of $8.65 billion in “redirected bond” payments to the Pension 
Stabilization Fund (PSF), to be deposited from the General Revenue Fund and made under 
the direction of the Office of the Comptroller, as depicted in the following Table 5: 
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Table 5 

 
 

Of the total $8.65 billion in additional contributions, none shall count toward the required 
State contributions to ensure 100% of liabilities are funded by FY 2049. In other words, 
these additional payments under HB 4673 shall not offset the required State contributions.  

 
• Pension Unfunded Liability Reduction Fund & Local Government Distributive Fund 

 
Under HB 4673, after the bonds authorized by P.A. 93-002 ($10 billion FY 2003 Pension 
Obligation Bonds) and P.A. 103-023 ($6 billion Income Tax Proceed Bonds) are retired, the 
State Comptroller shall annually transfer $500 million from the General Revenue Fund (GRF) 
to a newly created Pension Unfunded Liability Reduction Fund (PULRF) and an additional 
$500 million to the Local Government Distributive Fund (LGDF). These additional funds 
would be used only for purposes of making additional pension contributions. The annual 
transfers would be structured as $250 million from “freed-up” revenues made available upon 
the retirement of each bond to each fund, as shown in Table 6 below:  

 
Table 6 

 PULRF LGDF 

FY 03 POB (P.A. 93-002) $250M $250M 
$6B Income Tax Proceeds 

Bond (P.A. 103-023) 
$250M $250M 

Total Annual Amount $500M $500M 
 

The PULRF shall distribute funds to the 5 State retirement systems (GARS, SERS, SURS, 
TRS, and JRS) and the Chicago Teachers’ Pension Fund (CTPF) on a proportional basis 
relative to the total annual State contributions. The LGDF shall distribute funds to Illinois 
public pension funds, other than those six systems, and these amounts shall be used 
exclusively to make additional contributions for their respective pension funds.  
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As mentioned above, these allotted funds cannot be used to offset required state or local 
contributions. Distributions from each fund shall be go toward the applicable retirement 
systems or pension funds as shown in Tables 7 and 8 below: 

 
Tables 7 & 8  

 
 

Please note that when HB 2540 from the 104th General Assembly—a bill containing similar 
language regarding additional PSF payments—was introduced, the total amount was $6.2 
billion. The intent was to use approximately half of the principal payments made under the 
$6 billion Income Tax Proceed Bonds ending in FY 2030, and half of the last principal 
payment made under the Pension Obligation Bonds issued under PA 93-002 ending in FY 
2033. 
 
The intent appears to continue in HB 4673, with larger amounts redirected to pension 
funding. Although the combined annual transfers to the PSF, PULRF, and LGDF may vary 
from FY 2030 through FY 2049 (or beyond), there would be certain years in which the 
combined amount would be equivalent to 100% of the principal payments associated with the 
two aforementioned bonds. From FY 2034 through FY 2038, an amount of $1.6 billion—
equal to 100% of the principal payments made under the $6 billion Income Tax Proceed 
Bonds ($500 million annually) and the final $1.1 billion principal payment on the 2003 POB—
would be redirected for additional pension contributions.  

 
Placing Downstate Police & Fire and Chicago Police & Fire Articles Under the Ambit of the 
Retirement Systems Reciprocal Act 
 
Current Law 
Neither the Chicago Police & Chicago Fire, nor the Downstate Police & Downstate Firefighters’ 
Articles of the Illinois Pension code are included under the Retirement Systems Reciprocal Act, 
although reciprocity exists between funds within each respective article (e.g. members of 
Downstate police funds can utilize reciprocity with other Downstate Police Funds, although it 
involves the transfer of service credits, whereas the Downstate Fire article has true reciprocity 
amongst Fire pension funds). 
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HB 4673 
Chicago Police & Chicago Fire, and Downstate Police & Downstate Fire Articles would be 
placed under the ambit of the Retirement Systems Reciprocal Act, but it would only apply to 
members who have yet to receive annuities as of the effective date. Therefore, annuitants would 
not be entitled to a recalculation of their annuity based on reciprocal service. 
 
IMRF’s Sherriff’s Law Enforcement Personnel (SLEP) Formula Eligibility for Certain Public 
Safety Officials 
 
Under current law, county correctional and probation officers, firefighters, and sworn law 
enforcement officers working for municipalities without an established Article 3 or Article 4 
pension fund, as the case may be, generally participate in the IMRF Regular Formula.   
 
HB 4673 would make the following positions eligible for the IMRF SLEP Formula:  

• A County correctional officer or probation officer 
• An IMRF participant who qualifies as a firefighter, including the following job titles 

(without requiring approval from the governing authority of the municipality through the 
adoption of an affirmative resolution): 

o A licensed emergency medical technician (EMT) who is a sworn member of a 
public fire department; 

o A paramedic employed by a unit of local government; and 
o An EMT, emergency medical technician – intermediate (EMT-I) or advanced 

emergency medical technician (A-EMT) employed by a unit of local government. 
• A sworn law enforcement officer for a municipal employer without an established Article 

3 pension fund 
 
 The benefits for each formula are shown in the table on the following page. 
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Table 9 

 
 
Addition of “De Facto Firefighters” Under the Downstate Fire Article  
 
Under current law, the definition of “Firefighter” under Article 4, the Downstate Fire Article, 
includes the following job titles listed under Article 10 of the Illinois Municipal Code, found in 
the table below: 
 
Table 10 

 
 

Tier 1 Tier 2 Tier 1 Tier 2

Retirement Age

•Age 60 w/ 8+ 
years of service
•Age 55 w/ 35+
•Age 55 w/ 8+ 

(Reduced)

•Age 67 w/ 10+
•Age 62 w/ 35+
•Age 62 w/ 10+ 

(Reduced)

Age 50 w/ 20+
•Age 55 w/ 10+
•Age 50 w/ 10+ 

(Reduced)

Formula

Max Annuity 80% 75%

FAS
Avg of 4 highest 
consecutive years 

of final 10

Avg of highest 8 
consecutive years 

of final 10

Avg of 4 highest 
consecutive years 

of final 10

Avg of highest 8 
consecutive years 

of final 10

COLA
3% non-

compounded

3% non-
compounded or 

1/2 CPI-U 
increase

3% non-
compounded

3% non-
compounded or 

1/2 CPI-U 
increase

Employee 
Contributions

1.67% of FAS each year up to 15, 
2% every year after 15

2.5% of FAS each year of service

75%

IMRF Regular IMRF SLEP

4.5% (SS coordinated) 7.50%

Division 1 Municipalities 
Division 2.1 

Municipalities

Municipalities 
w/o Division 
Designation*

Not Included

Firefighter Firefighter Firefighter

Scuba Diver

Anyone actively 
participating in 

SURS

Individuals Whose Duties Include Firefighter Responsibilities
*Including de facto firefighters who would otherwise qualify as firefighters

Fire Engineer
Marine Engineer

Fire Pilot
Bomb Technician
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Current law provides that de facto firefighters in municipalities that are neither Division 1 nor 
2.1 are treated as firefighters if they would have otherwise qualified as firefighters in a 
Division 1 or 2.1 municipality. 
 
HB 4673 clarifies current law by expressly adding the definition of a “de facto firefighter” to 
the broader definition of “Firefighter” under Article 4.  The definition of a “de facto firefighter” 
is a firefighter who: 

• Spends the majority of working time participating in the work of controlling and 
extinguishing fires at the location of such fires, preparing for such work, or waiting to 
respond to calls for such work, and; 

• Has scheduled or actually works hours commensurate in duration and frequency with 
firefighters under both divisions under the Illinois Municipal Code. 

 
This definition does not include; 

• Part-time firefighters not already covered by the Code; 
• Auxiliary, reserve, or voluntary firefighters (including paid-on-call firefighters); 
• Clerks, dispatchers, or other civilian employees of fire departments or fire protection 

districts not routinely expected to perform firefighter duties. 
 
In effect, HB 4673 clarifies that a de facto firefighter, as defined above, shall be recognized as 
a firefighter under Article 4 in any municipality or fire protection district. 
 
The changes made by this legislation will not apply to individuals covered under Article 4 prior 
to its effective date. 
 
Reduction of Minimum Age for Firefighter Eligibility 
 
Current law stipulates that no one under the age of 21 is eligible to become a firefighter under 
the Illinois Municipal Code.  HB 4673 amends the Illinois Municipal code to reduce the age to 
18.  Therefore, HB 4673 reduces the minimum age at which a person is eligible to become a 
firefighter. 
 
Adjustment to Provisions Regulating IPOPIF & IFPIF Boards of Trustees 
 
Under current law, the Board of Trustees for both IPOPIF and IFPIF contain 9 members.  HB 
4673 amends provisions regulating the makeup of these boards, adding one member to bring the 
total members of each board to 10.  The breakdown of members on the respective boards under 
current law and the changes proposed by HB 4673 are contained in the following table: 
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Table 11 

  
 

In addition to the changes proposed to the total number of members and the makeup of the 
boards, HB 4673 proposes to change the number of votes required for actions of the board 
from five (5) affirmative votes under current law to six (6) affirmative votes under HB 4673.   
 
Deferred Retirement Option Plan (DROP) – Downstate Police and Chicago Police 
 
DROP Explanation 
 

• Deferred Retirement Option Plans (DROP) are designed to encourage continued 
employment past the eligible retirement age for a period of time (usually 3-5 years). 
Below is a summary of the salient features of DROP plans: 

o Workers continue to draw a salary but are considered retired (for annuity 
purposes);  

o The pension annuity amount the worker is entitled to receive starting on the date 
they are considered “retired” (DROP date) is credited to the member’s individual 
DROP account; and  

o Upon completion of the DROP period, the member’s DROP account balance is 
available in a lump-sum amount, which can be distributed in any of the following 
ways:  
 a one-time payment; 
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 a payment plan over time; 
 a payment rolled into an IRA. 

 
HB 4673 DROP Provisions 
 

• No later than July 1, 2027, a DROP plan will be made available in the Downstate Police 
and Chicago Police articles, regardless of Tier status.  Eligible participants must meet 
the following criteria: 

o The member must be eligible to retire as determined by the pertinent system; 
o The member must not be in receipt of a disability or retirement annuity at the time 

of election; 
o The member must not be subject to mandatory retirement under the law and will 

not become subject to such a retirement age during participation in the DROP; 
o The member must be actively employed as a police officer in the above-mentioned 

articles of the Pension Code; and 
o DROP participants must make active member contributions to the pertinent fund 

for the entirety of the DROP period.  DROP participants do not accrue additional 
service credit during the DROP period. 

• The contributions made by the employee during the DROP period are in an amount equal 
to the employee contributions otherwise required of the participant if they were not 
participating in DROP.  

o Amounts shall be credited to the member’s account and shall be kept by the 
pension fund to be attributable to the administration of the DROP benefits 
experienced by the Fund, when the investment returns of the DROP account are 
less than the amount necessary to cover administrative costs. 

o Any investment returns in excess of the administrative costs shall be applied 
toward the UAAL of the fund or deposited with the fund by the employer within 
120 days of the end of the DROP period. 

• Participation in the DROP must be elected by the eligible members no later than July 1, 
2031 and is irrevocable. A DROP participant may not access the account prior to the 
expiration of the designated DROP period, unless DROP participation terminates 
because: 

o The DROP participant terminates employment prior to the expiration of the 
designated DROP period; 

o The DROP participant becomes eligible for and begins collecting a disability 
benefit from the pension fund or retirement system; or 

o The death of the DROP participant occurs during the designated DROP period. 
• The DROP duration is not to exceed 5 years. 
• Individual DROP accounts shall consist of: 

o The monthly retirement annuity the participant would have been eligible to receive 
if the participant had terminated serviced (by retiring) on the date of participation 
in the DROP, as well as any benefits from a reciprocal system or any deductions 
under State or federal law such as payments due to a QILDRO; 
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o Employee contributions paid by the participant and credited to their notional 
account during the DROP period; and 

o Any auto-increases the member would have been eligible to receive if the 
participant had terminated service on the date he or she entered the DROP.  

• Individual notional DROP accounts accrue interest based on the actual rate of return 
experienced by the Fund, and the following rules apply to these accounts: 

o There are no prohibitions on investing notional accounts differently than other 
assets also held by the Fund; 

o There are no prohibitions on assigning an interest rate to these notional accounts 
that differs from an interest rate otherwise used by the Fund for other assets; and 

o If the interest rate experienced by the Fund is less than zero, the notional account 
shall have no interest rate applied. 

• An employer of a participant electing a DROP shall participate in the DROP.  For all 
other employers of employees covered by this provision, the implementation of a DROP 
and the positions covered by the DROP shall be subject to collective bargaining.  An 
employer under this provision may manage the notional DROP accounts instead of a 
pension fund.   

• Upon expiration or termination of the member’s participation in the DROP, the member 
will receive the retirement annuity that they would have received had they retired on the 
date they entered the DROP, with applicable automatic increases accrued during the 
DROP duration, plus the balance in their individual DROP account. 

o Expiration or termination of a DROP member’s participation in the DROP may 
not occur after July 1, 2036. 

 
Ensuring the Tier 1 Status across All Pension Funds  
HB 4673 would add a new provision to clarify a “once in Tier 1, always in Tier 1” standard for 
all Tier 1 members across all pension funds. This provision overrules any conflicting provisions 
in the Pension Code.  
 
Under this legislation, a member of a pension fund would be allowed to establish or regain 
service if the following conditions are met: 

• Being active in any pension fund, regardless of which pension fund the service credit is 
re-established for; 

• Paying the employee and employer contributions that would have been required, or in 
the case of refund, making refund payments, plus interest;  

• Completing any required forms; and 
• Meeting all the requirements within one year of the effective date of this bill, unless 

installment payments are allowed for paying the required contributions or refund 
payments.  

 
A pension fund shall not be required to recalculate a final determined benefit unless a member 
has a pending action against a pension fund regarding a final determined benefit as of the effective 
date of this bill.   
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Alternative Formula Eligibility and Applicable Service Credit Upgrade Provisions for 
Investigators/Security Employees of the Departments of Lottery and Human Services  
 
The current SERS retirement benefits for both Tier 1 & 2 Investigators for the Department of 
the Lottery are detailed in the table found below: 
 
Table 12 

 
 
HB 4673 amends the Illinois Pension Code to allow participation in the SERS Alternative 
Formula for investigators for the Department of the Lottery both for Tier 1 and Tier 2. 
 
HB 4673 also allows a security employee of the Department of Human Services in the Alternative 
Formula to elect to convert up to 13 years of prior service credit (earned before the effective 
date of this bill) as a security employee in the Department of Human Services into service credit 
under the Alternative Formula.  HB 4673 also allows a State highway maintenance worker in 
the Alternative Formula to elect to convert up to 8 years of prior service credit (earned before 
the effective date of this bill).  In both cases, the employee is required to pay an amount equal 
to the difference between the employee contributions already made and those that would have 
been paid had their prior service been rendered under the Alternative Formula, plus interest 
thereon at the statutory service credit purchase rate (the “effective rate”) of 6.5%, compounded 
annually, from the date of service to the date of payment. This election shall be filed with the 
Board no later than 1 year after the effective date of this bill. 
 
Alternative Formula Participation for Certain Security Employees of the Department of 
Juvenile Justice 
 
Currently, in order for a security employee of the Department of Juvenile Justice to participate 
in the SERS alternative formula, the employee must be employed in a position at a DJJ facility 
and have involvement in areas such as training of delinquent youths, providing rehabilitative and 
vocational training, and assisting other personnel who perform these duties. Additionally, the 

Employee Tier
SS-

Coordinated?
Contribution 

Rate
Multiplier Full Retirement Reduced Retirement

Investigator for the 
Dept. of Lottery

1 No 8% 2.20%

Age 60 with 8 
years of service 

credit OR Rule of 
85

Ages 55-60 with 25-30 
years (Reduced 1/2 of 
1% every year under 

age 60)

Investigator for the 
Dept. of Lottery

2 No 8% 2.20%
Age 67 with 10 

years service credit

Ages 62-67 with 10 
years (Reduced 1/2 of 
1% every year under 

age 67)

Investigator for the 
Dept. of Lottery

1 No 12.5% 3.00%

Age 55 with 20 
years of service

OR
Age 50 with 25 
years of service

N/A

Investigator for the 
Dept. of Lottery

2 No 12.5% 3.00%
Age 55 with 20 
years of service

N/A

Current Law

HB 4673
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employee must: 
• Be over the age of 21; and 
• Possess a high school diploma or equivalent and either: 

o A bachelor’s or advanced degree from an accredited college or university; or 
o 2 or more years of experience providing direct care to youth in the form of 

residential care, coaching, case management, or mentoring. 
 
HB 4673 stipulates that the bachelor’s or advanced degree requirement shall no longer determine 
eligibility for the alternative formula for the above-mentioned positions at DJJ. Affected 
employees may convert their prior regular formula service to alternative formula service by 
paying the difference between the employee contributions for that period of service and the 
amounts that would have been contributed had the member been participating in the alternative 
formula from the date of service to the date of payment. The member is not required to pay the 
employer’s normal cost nor interest for the period of service they wish to upgrade. 
 
Reversal of Prohibition on Police Chiefs Participating in IMRF  
Public Act 86-0273, effective August 23rd, 1989, allowed any person employed as the chief of 
police for an IMRF “participating municipality” to irrevocably elect to participate in IMRF 
instead of a fund created under the Downstate Police Article if the relevant municipality had 
established such a fund.  P.A. 90-0460, effective August 17th, 1997, allowed a chief of police 
that has elected to participate in IMRF to rescind that election and transfer to the relevant 
Downstate Police pension fund until January 1, 1999.   
 
P.A. 100-0281, effective August 24th, 2017, ended IMRF eligibility for those chiefs of police in 
participating municipalities on or after January 1, 2019, unless the chief became an IMRF 
participant before that date.  This legislation would nullify the prohibition on police chiefs 
participating in IMRF if a Downstate Police fund has been established in the pertinent 
municipality, essentially reversing the prohibition established by P.A. 100-0281. 
 
Phased Elimination of DC Plans Under Article 3 
P.A. 100-0281 required each municipality under the ambit of Article 3 to establish an optional 
defined contribution (DC) plan.   After the effective date of August 24, 2017, newly hired police 
officers could choose the traditional DB or DC option.  Members with 10 or more years of 
service in an Article 3 fund who entered active service in a different municipality could elect to 
participate in the DC plan instead of the traditional DB plan of that municipality.    
 
This legislation does away with the requirement that municipalities that have Downstate Police 
pension funds must establish the DC plans established by P.A. 100-0281 on and after the effective 
date, with three exceptions:  

1) the DC plans must be maintained for those who opted to participate before the effective 
date of the bill; 
2) if an officer with 10 or more years of service in a Downstate Police pension fund 
before the effective date of the bill transfers to another municipality with a Downstate 
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Police pension fund, that officer may participate in the DC plan of the new municipality, 
if it has one (instead of the municipality’s DB plan); and  
3) police officers who are receiving an annuity from a Downstate Police pension fund 
may enroll in the DC plan of another Downstate Police fund, if the municipality has one, 
and still be able to receive an annuity from the original fund, but only if they re-enter 
service before the effective date of HB 4673. 
 

Elimination of the Reduction in Survivor’s Benefits under Downstate Police and Fire Funds 
 
HB 4673 eliminates the reduction in survivor benefits payable to the surviving spouse of a 
deceased member of a Downstate Police or Downstate Fire Fund when the spouse is also entitled 
to corresponding benefits under the Workers’ Compensation or Workers’ Occupational Diseases 
Acts, provided that the survivor’s benefit resulted from the performance of an act of duty or the 
cumulative effects of acts of duty, as detailed below. 
 
Under current law, if a member of a Downstate Police or Fire pension fund is entitled to a 
disability or survivor’s benefit and benefits under the Workers’ Compensation or Workers’ 
Occupational Diseases Acts for the same issue, the relevant disability or survivor’s benefit is 
reduced on a dollar-for-dollar basis by the amounts received through the aforementioned 
programs.  Some exceptions do exist in statute.  For example, no reductions are applied for 
payments for medical, surgical, or hospital services, nor are payments reduced for the loss of 
any bodily member.  This legislation eliminates the reduction in cases where survivor benefit is 
payable to a surviving spouse as a result of act-of-duty injury or illness, and Workers’ 
Compensation or Workers’ Occupational Diseases Act benefits are payable for the same issue.   
 
Exclusion of Salary Increases Due to Overload Work from the TRS Employer 6% Penalty 
payments 
 
HB 4673 amends the Teacher’s Retirement System Article, exempting school districts from 
having to compensate TRS for the present value of the increase in benefits resulting from salary 
increases over 6% used in the calculation of their employees’ final average salary, when those 
increases result from overload work, occurring on or after July 1,2026.  “Overload work” is 
defined as summer school teaching and work in excess of the standard number of classes assigned 
to a teacher, that is solely for educational purposes.  Overload work must be certified and 
approved by TRS before any exemptions to the FAS cap can be granted. 
 
Under current law, if a teacher’s salary for a school year is increased by more than 6% in the 
teacher’s pensionable salary period, the school district must compensate TRS for the resulting 
increase in the present value of the teacher’s pension as a result of such increases over 6%.  The 
only exemption still in effect comes from P.A. 103-0515, effective Aug. 11, 2023, which 
exempts salary increases resulting from keeping school districts in compliance with the minimum 
teacher salary rate established by P.A. 101-443, effective on June 1, 2020.   
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Throughout the years various exemptions to the FAS Cap have been enacted and allowed to 
lapse.  Those exemptions are detailed in the table below. 
 
Table 13 

Public Act Date lapsed Exemption 

94-0004  
(eff. June 1, 2005) 

June 1, 2005* 
Salary increases from a collective bargaining 
agreement before the effective date 

94-1057  
(eff. July 31, 2006) 

July 1, 2014 

Salary increases made ten years before retirement 
Salary increases from overload work (Summer 
school, or overtime classroom instruction) 
Salary increases from promotions required by the 
State Teacher Certification Board 
Salary increases where the employer has no 
discretion 

102-0016  
(eff. June 17, 2021) 

Provisions 
sunset after 
the 2019-2020 
school year 

Salary increases from overload work caused by an 
emergency declaration that did not allow for their 
employer to offer overload work 
Salary increases from increased instructional time 
during the 2019-2020 school year 

102-0525  
(eff. August 20, 2021) 

September 
15, 2022 

Salary increases from teaching summer school after 
May 1st 2021, but before September 15th 2022 

103-0515*+ 
(eff. August 11, 2023) 

Still in effect 
Salary increases from bringing all TRS participants 
into compliance with the new minimum salary rate 

*Extended to July 1, 2014 by P.A. 94-1057 (eff. 7/31/2006) 
*+Tied to P.A. 101-443 (eff. 6/1/2020) which set a minimum salary rate for teachers that is 
calculated yearly based on the Consumer Price Index-U. 
 
This legislation exempts school districts from having to compensate TRS for salary increases 
over 6% that impact a teachers’ final average salary (FAS) if the salary increase is the result of 
overload work on or after July 1, 2026.  “Overload work” includes summer school, and any 
work purely for classroom instruction in excess of the standard number of classes assigned to a 
teacher.  Such work must also be certified and approved by TRS.  Salary increases must be 
equivalent to or less than the rate of pay for regular classroom instruction.   
 
HB 4673 is essentially identical to a provision in P.A. 94-1057, effective July 31, 2006, 
regarding overload work that was allowed to lapse on July 1, 2014.  If enacted, this exemption 
to the 6% FAS Cap would operate in perpetuity, without a sunset date. 
 
 
RF/ZH:bs 
LRB104 17481 RPS 30907 b 
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